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INDEPENDENT AUDITOR’S REPORT

To the Superintendent and Members
of the Bessemer City Board of Education
Bessemer, Alabama

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, each major fund,
and the aggregate remaining fund information of Bessemer City Board of Education (the “Board”), as of
and for the year ended September 30, 2014, and the related notes to the financial statements, which
collectively comprise the Board’s basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

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

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We conducted
our audit in accordance with auditing standards generally accepted in the United States of America and the
standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free from material misstatement. An
audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditor’s judgment, including the assessment
of the risks of material misstatement of the financial statements, whether due to fraud or error. In making
those risk assessments, the auditor considers internal control relevant to the entity’s preparation and fair
presentation of the financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal
control. Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of significant accounting estimates made by management,
as well as evaluating the overall presentation of the financial statements. We believe that the audit evidence
we have obtained is sufficient and appropriate to provide a basis for our audit opinions.

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 Bessemer City Board of Education, as of September 30, 2014, and the respective
changes in financial position, for the year then ended in accordance with accounting principles generally
accepted in the United States of America.
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Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis and budgetary comparison information on pages 3 through 9.1 and 43 through be
presented to supplement the basic financial statements. Such information, although not a part of the basic
financial statements, is required by the Governmental Accounting Standards Board, who considers it to be
an essential part of financial reporting for placing the basic financial statements in an appropriate
operational, economic, or historical context. We have applied certain limited procedures to the required
supplementary information in accordance with auditing standards generally accepted in the United States of
America, which consisted of inquiries of management about the methods of preparing the information and
comparing the information for consistency with management’s responses to our inquiries, the basic
financial statements, and other knowledge we obtained during our audit of the basic financial statements.
We do not express an opinion or provide any assurance on the information because the limited procedures
do not provide us with sufficient evidence to express an opinion or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the Board’s basic financial statements. The combining and individual nonmajor fund
financial statements are presented for purposes of additional analysis and are not a required part of
the financial statements. The accompanying schedule of federal awards and schedule of state government
appropriations are 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 are
not a required part of the basic financial statements. These schedules are the responsibility of management
and were derived from and relate directly to the underlying accounting and other records used to prepare
the basic financial statements. Such information has been subjected to the auditing procedures applied in
the audit of the basic financial statements and certain additional procedures, including comparing and
reconciling such information directly to the underlying accounting and other records used to prepare the
basic financial statements or to the basic financial statements themselves, and other additional procedures
in accordance with auditing standards generally accepted in the United States of America. In our opinion,
the information is fairly stated in all material respects in relation to the basic financial statements as a
whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated May 28, 2015,
on our consideration of the Board’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 internal control over
financial reporting or on compliance. That report is an integral part of an audit performed in accordance
with Government Auditing Standards in considering the Board’s internal control over financial reporting
and compliance.

he Primelld & uaocioda

The Principal & Associates, Inc.
Certified Public Accountants

2100 South Bridge Parkway, Suite 650
P.O. Box 360973

Birmingham, Alabama 35236

May 28, 2015



BESSEMER CITY BOARD OF EDUATION

MANAGEMENT’S DISCUSSION AND ANALYSIS (MD&A)

Our discussion and analysis of the Bessemer City Board of Education’s (the “Board”) provides an
overview of the Board’s financial activities for the fiscal year ended September 30, 2014. Please
read it in conjunction with the Board's financial statements and notes to the financial statements,
which immediately follow this analysis.

The Management's Discussion and Analysis (MD&A) is an element of the new reporting model
adopted by the Governmental Accounting Standards Board (GASB) in their Statement No. 34
Basic Financial Statements — and Management's Discussion and Analysis — for State and Local
Governments issued in June 1999.

Financial Highlights: Significant items to Note
Our financial statements provided these insights into the results of the year's operations:

e The assets of the Board exceeded its liabilities at the close of the 2014 fiscal year by
$64,190,409.
e General Fund unreserved fund balance was $8,829,900 on September 30, 2014.

OVERVIEW OF THE FINANCIAL STATEMENT

As a result of the implementation of the GASB 34 reporting model, the financial section of this
year's annual report for the Board consists of five parts:

(1) management's discussion and analysis (this section)

(2) the independent auditors’ report

(3) the basic financial statements

(4) required supplementary information

(5) other supplementary information.

The Board’s basic financial statements are comprised of three components:
(1) government-wide financial statements

(2) fund financial statements

(3) notes to the basic financial statements.

Governments-wide financial statements — Perhaps the most notable feature of the model is
the requirement for government—wide financial statements. The focus of these statements is to
provide readers with a broad overview of the Board's finances as a whole instead of on an
individual fund basis, in a manner similar to private-sector business, indicating both long term and
short term information about the Board's overall financial status. It is important to note that all of
the activities of the Board reported in the government-wide financial statements are classified as
governmental activities. These activities include the following:

Instruction includes teacher salaries and benefits, teacher aides, substitute teachers, textbooks,
professional development, and classroom instructional materials, supplies and equipment.
Instructional Support includes salaries and benefits for school principals, assistant principals,
librarians, counselors, school secretaries, school bookkeepers, speech therapists, school social
workers, school nurses, and professional development expenses.

Operational Maintenance includes utilities, security services, janitorial services and maintenances
services.

Auxiliary Service includes student transportation expenses, such as bus driver salaries and
benefits, mechanics, bus aides, vehicle maintenance and repair expenses, vehicle fuel,
depreciation of buses and bus shops, and fleet insurance. Also included are food service
expenses such as lunchroom managers, cooks, cashiers and servers’ salaries and benefits as
well as donated and purchased food, food preparation and service supplies, kitchen and
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lunchroom equipment and depreciation of food service equipment and facilities.

General administration and central office support includes salaries and benefits for the
superintendent, assistant superintendent, clerical and financial staff, curriculum staff, and other
personnel that provide system-wide support for schools. Also included are legal expenses,
liability insurance, training for board members and general administrative staff, printing costs, and
depreciation of central office equipment and facilities.

Interest and fiscal charges include interest, but not principal payments, on long-term debt issues
and other expenses related to the issuance of continuance of debt issues.

Other includes the salaries and benefits for adult and continuing education teachers, preschool
teachers and aides, extended day personnel, and community education instructors. Also
included are the materials, supplies, equipment, related depreciation, and other expenses for
operating programs outside of those for educating students in the kindergarten through 12" grade
instructional programs.

Government-wide financial statements report the capitalization of capital assets and depreciation
of all exhaustible capital assets and the outstanding balances of long-term debt and other
obligations, which has not been the case in the past. These statements report all assets and
liabilities perpetuated by these activities using the accrual basis of accounting. The accrual basis
takes into account all of the Board's current year revenues and expenses regardless of when
received or paid. This approach moves the financial reporting method for governmental entities
closer to the financial reporting methods used in the private sector. The following government-
wide financial statements report on all of the governmental activities of the Board as a whole.

The Statement of Net Assets closely related to a balance sheet. It presents information on all
the Board's assets (what it owns) and liabilities (what it owes), with the difference between the
two reported as net assets. The net assets reported in this statement represent the accumulation
of changes in net assets for the current fiscal year and all fiscal years in the past combined. Over
time, the increases or decreases in net assets reported in this statement may serve as a useful
indicator of whether the financial position of the school board is improving or deteriorating.

The Statement of Activities is most closely related to an income statement. It presents
information showing the Board's net assets changed during the current fiscal year only. All of the
current year's revenues and expenses are accounted for in the statement of activities regardless
of when the cash is received or paid. This statement shows gross expenses and offsetting
program revenues to arrive at net cost information for each major expense function or activity of
the Board. By showing the change in net assets for the year, the reader may be able to determine
whether the Board's financial position has improved or deteriorated over the course of the current
fiscal year. The change in net assets may be financial or non-financial in nature. Non-financial
factors which may have an impact on the Board's financial condition include: age and condition of
facilities, mandated educational programs for which little or no funding is provided, and increases
or decreases in funding from state and federal governments, to name a few.

Fund financial statements - A fund is a grouping of related accounts that is used to maintain
control over resources that have been segregated for specific activities or objectives. The Board
uses fund accounting to ensure and demonstrate compliance with finance-related legal
requirements. The new reporting model still requires the Board to present financial statements on
a fund basis, but with some modifications. All of the funds of the Board can be classified into two
categories: governmental funds and fiduciary funds.

Governmental Funds - Governmental fund financial statements begin in Exhibit #3. These
statements account for basically the same governmental activities reported in the Government-
wide Financial Statements. Until now, fund information has been reported in the aggregate by
type of fund. As required under the new reporting model, the new Fund Financial Statements
presented herein display information on each of the Board's most important governmental funds
or major funds. This is required in order to better assess the Board's accountability for significant
governmental programs or certain dedicated revenue. The Board’s major funds are the General
Fund and the County Commission Appropriation Fund.



The Fund Financial Statements are still measured on the modified-accrual basis of accounting as
reported in the previous fiscal years, where revenues and expenditures are recorded when they
become measurable and available. As a result, the Fund Financial Statements focus more on the
near term use and availability of spendable resources. The information provided is useful in
determining the Board's immediate financial needs. This is in contrast to the accrual-based
Government-wide Financial Statements which focus more on overall long-term availability of
spendable resources. The relationship between governmental activities reported in the Fund
Financial Statements are reconciled in these financial statements. These reconciliation’s are
useful to readers in understanding the long-term impact of the Board's short-term financial
decisions.

Notes to the Basic Financial Statements - The notes to the Basic Financial Statements provide
additional information that is essential for the statements to fairly represent the Board's financial
position and its operations. The notes contain important information that is not part of the basic
financial statements. However, the notes are an integral part of the statement, not an appendage
to them. The Notes to the Basic Financial Statements begin following the financial statements.

After the presentation of the basic financial statements and accompanying notes to the basic
financial statements, the reporting model requires additional required supplementary information
to be presented following the notes to the basic financial statements. The required supplementary
information provides a comparison of the original adopted budget to the final amended budget of
the Board's General Fund which is then further compared to the actual operating results for the
fiscal year. The comparison of this data allows users to assess management's ability to project
and plan for its operations throughout the year.

Financial Analysis of the Board as a Whole

As indicated earlier, net assets may serve over time as a useful indicator of a government's
financial position. Refer to Statement of Activities report when reading the following analysis of
net assets.
BESSEMER CITY BOARD OF EDUCATION
Summary of Net Assets
As September 30, 2013 and 2014

(in millions)
2013 2013 2014 2014
Governmentat Percent Governmental Percent
Activities of Total Activities of Total
Current Assets $15.3 18.00 $13.5 15.97
Capital Assets, Net 71.4 82.00 71.0 84.03
Total Assets 86.7 100.00 84.5 100.00
Current Liabilities $2.0 10.00 $ 28 13.60
Non-current Liabilities 18.6 90.00 17.5 86.40
Total Liabilities 20.6 100.00 20.3 100.00
Net Assets:
Invested in Capital Assets,
Net of Related Debt $52.8 80.00 $53.5 75.97
Unrestricted 13.3 20.00 10.7 24.03
Total Net Assets 66.1 100.00 64.2 100.00

The Board’s assets exceeded liabilities by $64,190,409 at the close of the fiscal year.
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The Board’s total revenues and expenditures are reflected in the following chart:

BESSEMER CITY BOARD OF EDUCATION

Changes in Net Assets

Revenues
Program revenues:
Charges for services
Operating grants and contributions
Capital grants and contributions
General revenues
Property taxes for General Purposes
Other Taxes
Grants and Contributions (Not Restricted for Specific Purpose)
Investment Earnings
Miscellaneous
Net loss on disposition/sale of capital assets
Total Revenues

Expenses

Instruction Services
Instruction Support Service
Operation & Maintenance
Auxiliary Services:

Transportation

Food Services
General Administration and Central Support
Interest and Fiscal Charges
Other

Total expenses

Excess (deficiency) before Extraordinary and Special ltem

Net assets, beginning
Restatement
Net assets, ending

Governmental Activities

2013 2014
$ 3,306,700 $ 3,482,346
25,964,009 26,372,461
1,139,982 1,139,413
9,137,568 8,782,397
88,641 88,139
51,455 888,101
28,091 41,043
1,820,210 2,102,173
0 (181.962)
$41,536.666 $41,246,220
22,495,508 22,342,299
6,933,522 7,519,439
3,738,659 5,372,215
2,069,808 1,868,974
3,688,896 3,647,632
2,095,000 2,137,488
754,571 702,090
611.619 1,011,182
42,287,584 44,591,320
(750,928) 0
66,524,315 66,072,618
299,231
$66,072.618 64,190,409

The Board’s net assets decreased by $1,882,209 during the fiscal year 2014.



Government Activities —the cost of services rendered from the Board’'s governmental activities
for the year ended September 30, 2014 was $44,591,320.

Table 3 is a condensed statement taken from the Statement of Activities showing the total cost for
providing identified services for five major board activities. Total cost of services is compared to
the net cost of providing these services. The net cost of services is the remaining cost of services
after subtracting grants and charges for services that the Board used to offset the program’s total
cost. In other words, the net cost shows the financial burden that was placed on all taxpayers for
each of these activities. This information allows citizen to consider the cost of each program in
comparison to the benefits they believe are provided.

Net Cost of Government Activities

Fiscal year Ended September 30, 2014
(In Millions)

Total Cost of Services  Net Cost of Services

2013 2014 2013 2014
Instructional Services $22.5 $22.3 ($3.5) ($4.2)
Instructional Support Services 6.9 7.5 ($1.7) ($1.8)
Operation & Maintenance 3.7 5.4 (%$2.9) ($4.3)
Auxiliary Services
Transportation 2.0 1.9 ($0.9) ($0.5)
Food Services 3.6 3.6 ($0.9) ($0.7)
General Administration and Central Support 21 21 ($1.6) ($1.5)
Interest and Fiscal Charges 0.8 0.7 ($0.8) ($0.7)
Other 06 11 $0.4 $0.1
Total Expenses 42.2 446 ($11.4) ($13.6)

Financial Analysis of the Board’s Funds

The analysis of governmental funds serves the purpose of looking at what resources came into
the funds, how they were spent, and what is available for future expenditures. Did the Board
generate enough revenue to pay for current obligations? What is available for spending at the
end of the year? At the end of the fiscal year, the Board’s governmental funds reported combined
ending fund balances of $13,490,231.

General Fund — The general fund is the primary operating fund of the Board which had a
$254,032 decrease net change in the fund balance.

County Commission Appropriation Fund — The county commission appropriation fund was
generated from a one-cent sales tax initiative from 2004. These funds are restricted for the
purchasing, building and/or renovations of schools or technology improvements. The fund had a
balance of $2,102,338 at the end of September 30, 2009.

Budgetary Highlights of Major Funds

On or before October 1 of each year, the Board is mandated by State law to prepare and submit
to the State Superintendent of Education the annual budget adopted by the Board. The State
Department required this budget to be submitted by September 15" of each year. The original
budget was adopted on September 12, 2013. On June 12, 2014, the Board revised the annual

budget to include many federal grants and state allocations that were not available at the time of

the original budget approval.
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Capital Assets and Debt Administration

Capital Assets — At September 30, 2014, the Board had approximately $71,003,666 invested in
capital assets including land, buildings, equipment costing $5,000 or more, vehicles, buildings
and equipment under capital lease, and construction in progress. This amount is net of
accumulated depreciation to date.

Note 6:. Capital Assets

Governmental Activities

September 30,
2013 2014
Capital assets not being depreciated:
Land $3,298,605 $ 3,286,311
Construction in Progress 1,489,072 0
Total capital assets not being depreciated 4,787,667 3,286,311
Capital assets being depreciated:
Land improvements 801,775 801,775
Building 66,111,787 78,595,264
Building Improvements 2,219,703 5,836,842
Equipment and Furniture 2,387,006 2,446,142
Vehicles 2,914,334 2,939,013
Buildings Under Capital Leases 14,645,000 0
Equipment Under Capital Leases 595,756 595,756
Total Capital Assets, being depreciated 89,675,361 91,214,792
Total Accumulated Depreciation (23,044,069) (23,497 .437)
Total Capital Assets Being Depreciated, net 66,631,292 67,717,355
Total Governmental Activities Capital Assets, net $ 71,418,969 $71.003,666
Depreciation expense was charged to governmental functions as follows:
Instruction $1,836,769
Instructional support 26,771
Operation and maintenance 26,119
Auxiliary services:
Food Service 70,424
Transportation 238,308
General Administrative 3,094
Total governmental activities depreciation expenses $2,204 551

Long-Term Debt — At year-end, the Board had $16,108,614 in long-term liabilities. The following
is a summary of long-term debt transactions for the year ended September 30, 2014:



Outstanding Long-Term Debt

Governmental Activities
For the Year Ended September 30, 2014

Amounts

Beginning Ending  Due Within
Warrants Balance Net change Balance One Year
PSCA Capital Pool Warrants, Series 2008 $ 3,769,414 (189,429) 3,579,985 195,977
School Tax Warrants, Series 2011 9,985,000 (95,000) 9,890,000 100,000
School Tax Warrants, Series 2012-A 1,865,000 (455,000) 1,410,000 460,000
School Tax Warrants, Series 2012-B 1,365,975 (130,772) 1,235,203 145,462
Unamortized discount $(167,079) (9,828) (157,251) -
Unamortized premium 57,267 3.601 53,666 -
Total warrants payable 16,875,577 (863.974) 4499251 901439
Capital Lease
Regions 262,574 63,112 199,462 65,512
Municipal Assets 1,465,850 141,836 1324014 150,889
Total Capital Lease 1,728,424 204,948 1,623476 216,402
Total Long-Term Debt $18,604,001 $1.068,921 $17,535,080 1,117,841

Economic Factors and Next Year’s Budget

Because most of the Bessemer Board of Education’s funding comes from state (58%), two
factors must be taken into consideration: local property tax and student attendance during the
first 20 days of the school year after Labor Day. There was a decline of 86 students in the
Average Daily Membership (ADM) for fiscal year 2014 which resulted in a loss of 16.73
Foundation Units and $193,538 in state funding. The system has experience a net loss of 5677
students since school year 2012.

The board has decided to implement a One to One Computer Initiative whereas all students will
be provided with a laptop or hand held device. The total program will take from three to four
years to initiate as three to four grade levels will be implemented each year until all grades have a
device. It is anticipated to cost approximately $500,000 to $750,000 to implement and maintain
on an annual basis. This project will be primarily funded with anticipated tax revenues from the
Jefferson County Commission issuance of the refunding warrant of the one cent education sales
tax. The Bessemer City Board of Education is anticipating an annual distribution ranging from
$630,000 to $750,000 depending on the length of refunding the warrants.

The board will also be conducting three school building improvement projects with anticipated of
cost of $800,000 and the costs will be funded by General Fund reserve account, in addition to the
rebuilding of the Transportation (Bus) building which will be funded through insurance payments.
On September 30, 2014, the Bessemer City School System ended the fiscal year based on the
modified accrual basis accounting with 4.39 months of operating fund exceeding the one month
reserve as required by the Alabama State Department of Education.



Student Enroliment - The latest average daily membership (ADM) as of the twenty days after
Labor Day Report for the 2014-2015 school years is 3,978 which indicate a decrease in ADM of
30 students.

School Year ADM Increase/(Decrease) Fiscal Year
2014 - 2015 3,978 (30) 2015 - 2016
2013- 2014 4,008 (86) 2014 - 2015
2012 - 2013 4,094 (317) 2013 -2014
2011 - 2012 4,411 (144) 2012 - 2013
2010 -2011 4,555 28 2011 - 2012
2009 — 2010 4,527 147 2010 - 2011
2008 — 2009 4,380 93 2009 - 2010

Contacting the Board’s Financial Management

This financial report is designed to provide our citizens, taxpayers, investors and creditors with a
general overview of the Board's finances and to show the Board’s accountability for the money it
receives. If you have any questions about this report or need additional information, contact
Willie Davis, Chief School Financial Officer at 205-432-3030 (email: wdavis@bessk12.org) or Dr.
Fred D. Primm, Jr., Superintendent at 205-432-3001 (email: mfoster@bessk12.org). Our physical
address is: 1621 5™ Avenue North, Bessemer, AL 35020.
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BASIC FINANCIAL STATEMENTS



BESSEMER BOARD OF EDUCATION
STATEMENT OF NET POSITION

SEPTEMBER 30, 2014

ASSETS
Cash and Cash Equivalents
Receivables
Inventories

Capital assets not being depreciated:
Land

Capital assets net of accumulated depreciation:

Buildings and Improvements
Equipment

Total Assets

LIABILITIES
Account payable and other current liabilites
Accrued payroll and related liabilities
Accrued interest payable
Noncurrent Liabilities:
Due within One Year
Due in more than One Year

Total Liabilities

NET POSITION
Invested in Capital Assets, Net of Related Debt
Unrestricted

Total Net Position

Governmental
Activities

$ 11,574,644
1,823,845
91,742

3,286,311

65,079,608
2,637,747

84,493,897

135,989
2,537,623
94,796

1,117,841
16,417,239

20,303,488

53,468,586
10,721,823

64,190,409

See independent auditors' report and notes to financial statements.
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BESSEMER BOARD OF EDUCATION

BALANCE SHEET
GOVERNMENTAL FUNDS
SEPTEMBER 30, 2014
Food and Debt Bond Issue Nonmajor Totals
General Nutrition Services Payments Governmental Governmental
Fund Fund Fund Fund Funds Funds
ASSETS
Cash and Cash Equivalents $ 10,515,419 § 302,286 $ 4 8 - $ 756,935 $ 11,574,644
Receivables
Accounts - B - -
Intergovernmental 843,700 641,681 - 338,464 1,823,845
Due from other funds - - - -
Inventory 91,742 - - 91,742
Prepaids - - -
Total Assets 11,359,119 1,035,709 4 - 1,095,398 13,490,231
LIABILITIES AND FUND BALANCES
Liabilities
Account payable and other liabilities 132,653 - - 3,336 135,989
Accrued payroll and related liabilities 2,396,566 141,057 - - 2,537,623
Due to other funds - - -
Deferred revenue - - - -
Total Liabilities 2,529.219 141,057 . B 3,336 2,673,612
Fund Balances
Nonspendable:
Inventories - 91,742 B 91,742
Restricted for:
Special revenue 802,910 - 455,347 1,258,257
Committed to:
Debt Service 4 4
Capital Projects - 636,715 636,715
Unassigned (defitcit) 8,829,900 - - 8,829,900
Total Fund Balance 8,829,900 894,652 4 - 1,092,062 10,816,619
Total Liabilities and Fund Balances $ 11,359,119 $ 1,035,709 § 4 § - $1,095.398 $ 13,490,231

See independent auditors' report and notes to financial statements.
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BESSEMER CITY BOARD OF EDUCATION
RECONCILIATION OF THE BALANCE SHEET OF
GOVERNMENTAL FUNDS TO THE STATEMENT OF NET POSITION
SEPTEMBER 30, 2014

Total fund balances-governmental funds $ 10,816,619

Net capital assets used in the governmental activities are not financial
resources and, therefore, are not reported in the governmental
funds. 71,003,666

Net Long-term liabilities, including bonds payable,
are not due and payable in the current period and
therefore not reported in the governmental funds were:

Warrants payable 16,011,603
Capital lease payable 1,523,476
(17,535,079)
Total long-term liabilities
Interest on long-term debt is not accrued in the funds but rather is
recognized as an expenditure when due (94,796)
Net assets of governmental activities $ 64,190,409

See independent auditors' report and notes to financial statements.
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BESSEMER BOARD OF EDUCATION

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE
GOVERNMENTAL FUNDS
FOR THE FISCAL YEAR ENDED SEPTEMBER 30, 2014

Food and Debt Bond Issue Nonmajor Totals
General Nutrition Services Payments Governmental Governmental
Fund Fund Fund Fund Funds Funds
REVENUES:
State sources $ 21,050,304 $ - 3 - $ 339667 $ 799,746 $§ 22,189,717
Federal sources 447,599 2,968,562 - 4,697,866 8,114,027
Local sources 8,931,262 216,326 910,628 848,532 10,906,748
Other sources 387.455 91,935 - 534,060 1,013,450
Total Revenues 30,816,620 3,276,823 910,628 339,667 6,880,203 42,223,942
EXPENDITURES:
Current operations:
Instructional services 17,650,378 - B 2,855,152 20,505,530
Instructional support and services 6,088,416 E - 1,404,252 7,492,668
Operation and maintenance services 3,883,471 31,919 - 1,241,285 189,421 5,346,096
Student transportation services 1,577,451 - B 43,215 1,620,666
Food 3,577,208 - 3,577,208
General and administrative services 1,548,238 - 586,156 2,134,394
Other 294,600 366,795 - 346,721 1,008,116
Capital Outlay 32,852 - - 1,219,083 823,463 2,075,398
Debt Service:
Principal 555,000 195,656 324,492 1,075,148
Interest and Fiscal Charges 355,631 144,011 101,425 601,067
Total Expenditures 31,075,406 3,975,922 910,631 2,800,035 6,674,297 45,436,291
Excess of Revenues
Over (Under) Expenditures (258,786) (699,099) (3) (2,460,368) 205,906 (3,212,350)
OTHER FINANCING SOURECES (USES)
Indirect cost reimbursement 366,791 366,791
Transfers in 662,377 - 662,377
Transfers out (662,377) - B - (662,377)
Other 300,340 - 300,340
Total other financing Sources (Uses) 4,754 662.377 B - E 667,131
Net Change in Fund Balances (254,032) (36,722) 3) (2,460,368) 205,906 (2,545,219)
Fund Balance -Beginning 9,083,932 931,374 7 2,460,368 886,156 13,361,837
Fund Balance - Ending $ 8829900 $ 894,652 $ 4 $ - $1,092,062 $ 10,816,619

See independent auditors' report and notes to financial statements.
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LANETT CITY BOARD OF EDUCATION
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES,
AND CHANGES IN FUND BALANCE GOVERNMENTAL FUNDS

THE STATEMENT OF ACTIVITIES
FOR THE FISCAL YEAR ENDED SEPTEMBER 30, 2013

Net change in fund balances-total governmental funds $  (2,545,219)

Capital outlay, reported as expenditures in governmental funds, is
shown as capital assets in the Statement of Position. 2,075,398

Depreciation expense on governmental capital assets included in the
governmental activities in the Statement of Activities (2,204,551)

Repayment of long-term debt is reported as an expenditure in
governmental funds, but a reduction of long-term liabilities in the
Statement of Net Position:

Warrants Payable 870,201
Capital Leases 204,948
Total Repayments 1,075,149

The issuance of long-term debt(e.g., warrants, bonds, and leases)
provides current financial resources to government funds, while
repayment of principal of long-term debt consumes the current
financial resources of governmental funds.

Debt discounts/issuance cost are reported in governmental funds as other financing
uses/expenditures. However, these items are deferred on the Statement of
Net Position and are amortized over the life of the debt in the Statement of Activities..

Debt discounts amortization expense (9,828)
Premiums are reported in governmental funds as other financing
sources. However, these items are deferred on the Statement of
Net Position and are amortized over the life of the debt in the Statement of Activities.

Debt premiums amortization expense 3,601
Some expenses reported in the statement of activities do not
require the use of current financial resources and, therefore, are
not reported as expenditures in the governmental funds:

Accrued interest expense (94,796)
In the Statement of Activities, only the gain or loss on the sale of capital assets is reported,

whereas in the governmental funds, the proceeds from the sale increase financial resources.
The change in net position differs from the change in fund balances as follows:

Net change in the disposition/sale of assets (181,962)
Change in net assets governmental activities (1,882,209)

See independent auditors' report and notes to financial statements.
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BESSEMER BOARD OF EDUCATION

STATEMENT OF COMBINING FIDUCIARY NET POSITION
LOCAL SCHOOLS NON-PUBLIC FUNDS

SEPTEMBER 30, 2014

2014
ASSETS
$ 88,526

Cash and cash equivalents
LIABILITIES
Accounts payable and other current liabilities 50
NET POSITION

Held in trust for local Schools non-pulic funds $ 88,476

See independent auditors' report and notes to financial statements.
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BESSEMER BOARD OF EDUCATION
STATEMENT OF CHANGES IN COMBINING FIDUCIARY NET POSITON
LOCAL SCHOOLS NON-PUBLIC FUNDS
FOR THE FISCAL YEAR ENDED SEPTEMBER 30, 2014
(SUPPLEMENTAL INFORMATION)

2014
ADDITIONS
Contributions:
Other sources $ 94,433
DEDUCTIONS
Instructional services 68,883
Instructional support services 582
Operation and maintenance services -
Student transportation services 744
Food services =
General administrative services 280
Other 191
Capital Outlays -
Debt service: =
Principal -
Interst and fiscal charges -
Total Expenditures 70,680
Excess of Revenues (Deficiency)
Over (Under) Expenditures 23,753
OTHER FINANCING SOURCES (USES)
Transfers in -
Transfers out N
Total other financing sources (uses) -
Net Change in Net Position 23,753
Net Position-Beginning (Deficits) 64,724
Net Positon-Ending (Deficits) 88,476

See independent auditors' report and notes to financial statements.
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BESSEMER CITY BOARD OF EDUCATION
NOTES TO THE FINANCIAL STATEMENTS

NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements of the Bessemer City Board of Education (the “Board”) have been
prepared in conformity with generally accepted accounting principles (GAAP) as applied to
government units. The Governmental Accounting Standards Board (GASB) is the accepted
standard-setting body for establishing governmental accounting and financial reporting
principles. The more significant of the Board's accounting policies are described below.

A. Reporting Entity

The Board is governed by a separately elected board composed of seven members elected by
the qualified electors of the City. The Board is responsible for the general administration and
supervision of the public schools for the educational interests of the City.

Statements No. 14 and 39 of the Governmental Accounting Standards Board establish
standards for defining and reporting on the financial reporting entity. The definition of the
reporting entity is based primarily on the notion of financial accountability. A primary
government is financially accountable for agencies that make up its legal entity. It is also
financially accountable for a legally separate agency if its officials appoint a voting majority of
that agency's governing body and either it is able to impose its will on that agency or there is a
potential for the agency to provide specific financial benefits to, or to impose specific financial
burdens on, the primary government. There are no component units which should be included
as part of the financial reporting entity of the Bessemer City Board of Education.

The Board is a legally separate agency of the State of Alabama ("the State").

B. Basis of Presentation, Basis of Accounting

Government-wide Financial Statements

The Statement of Net Position and the Statement of Activities display information about the
Board. These statements include the financial activities of the overall government. Eliminations
have been made to minimize the double-counting of internal activities. Governmental activities
generally are financed through taxes, intergovernmental revenues, and other nonexchange
transactions. Although other governments may report both governmental activities and
business-type activities, the Board has no business-type activities. The Statement of Activities
presents a comparison between direct expenses and program revenues for each function of the
Board's governmental activities. Direct expenses are those that are specifically associated with
a program or function and, therefore, are clearly identifiable to a particular function. Program
revenues include grants and contributions that are restricted to meeting the operational or
capital requirements of a particular program. Revenues that are not classified as program
revenues, including all taxes, are presented as general revenues.
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BESSEMER CITY BOARD OF EDUCATION
NOTES TO THE FINANCIAL STATEMENTS

NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
B. Basis of Presentation, Basis of Accounting-Continued

Fund Financial Statements

The fund financial statements provide information about the Board's funds. Separate statements
for each fund category - governmental and fiduciary - are presented. The emphasis of fund
financial statements is on major governmental funds, each displayed in a separate column. All
remaining governmental funds are aggregated and reported as nonmajor governmental funds.

The Board reports the following major governmental funds:

(1) The General Fund -- This is the Board's primary operating fund. It accounts for all
financial resources, except those required to be accounted for in another fund. The Board's
General Fund primarily received revenues from the Education Trust Fund (ETF),
appropriated by the Alabama Legislature, and from local taxes. The State Department of
Education allocated amounts appropriated from the ETF to the school board on a formula
basis.

(2) The Bond Issue Payments Fund -- This fund is used to account for financial resources to
be used for the acquisition or construction of major capital facilities.

(3) The Food and Nutrition Fund --The Food and Nutrition Fund accounts for funds
received from federal grants and other sources that are earmarked for the school
lunch and breakfast programs.

The Board reports the following governmental fund types in the "Nonmajor Governmental
Funds" column:

(1) Special Revenue Funds -- Special Revenue Funds account for the proceeds of specific
revenue sources (other than those dedicated for major capital projects) requiring separate
accounting because of legal or regulatory provisions or administrative action.

Special revenue funds consist of the following:

—Regular Basic Grant

—IDEA Part B

—IDEA Part B,E,C, & Y
—Pre-School Part B Ages 3-5

—Title X Homeless

—Title I Part A Improvement School
— Title I Part A

-- Title III ESL

-- Title IV Part B 21* Century
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BESSEMER CITY BOARD OF EDUCATION
NOTES TO THE FINANCIAL STATEMENTS

NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
(1) Special Revenue Funds - continued

— School Activity — Bessemer High School Fund

-- School Activity — Bessemer Middle School Fund

— School Activity — Abram Elementary Fund

-- School Activity — Hard Elementary Fund

-- School Activity — Greenwood Elementary Fund

-- School Activity — Jonesboro Elementary Fund

-- School Activity — Westhills Elementary Fund

-- School Activity — Bessemer Center for Technology
-- School Activity — Central Office

-- School Activity — ROTC

The Debt Service Fund accounts for the accumulation of resources for and the payment of
principal and interest on long-term debt.

The PSF-Capital Outlay Fund -- This fund is used to account for financial resources to
be used for the acquisition or construction of major capital facilities.

The Capital Projects Funds accounts for resources used for the costs of constructing or
acquiring major capital assets and major improvements.

The Board reports the following Fiduciary funds -- The Fiduciary funds are Private Purpose
Trust Funds that account for all trust arrangements, other than those properly reported in pension
trust funds or investment trust funds, under which principal and income benefit individuals,
private organizations or other governments.

(1) Non-Public Funds:

— Non-Public School Activity — Bessemer High School Fund

-- Non-Public School Activity — Bessemer Middle School Fund

- Non-Public School Activity — Abram Elementary Fund

-- Non-Public School Activity — Hard Elementary Fund

-- Non-Public School Activity — Greenwood Elementary Fund

-- Non-Public School Activity — Jonesboro Elementary Fund

-- Non-Public School Activity — Westhills Elementary Fund

-- Non-Public School Activity — Bessemer Center for Technology
-- Non-Public School Activity — Central Office

-- Non-Public School Activity - ROTC
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BESSEMER CITY BOARD OF EDUCATION
NOTES TO THE FINANCIAL STATEMENTS

NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
C. Measurement Focus, Basis of Accounting

Government-wide Financial Statements: The government-wide financial statements are
reported using the economic resources measurement focus and the accrual basis of accounting.
Revenues are recorded when earned and expenses are recorded at the time liabilities are
incurred, regardless of when the related cash flows take place. Nonexchange transactions, in
which the Board gives (or receives) value without directly receiving (or giving) equal value in
exchange, include property taxes, grants, entitlements, and donations. On an accrual basis,
revenue from property taxes is recognized in the fiscal year for which the taxes are levied.
Revenue from grants, entitlements, and donations is recognized in the fiscal year in which all
eligibility requirements have been satisfied.

As a general rule, the effect of interfund activity has been eliminated from the government-wide
financial statements.

Governmental Fund Financial Statements: Governmental funds are reported using a current
financial resources measurement focus and the modified accrual basis of accounting. Under
this method, revenues are recognized when 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 Board considers revenues reported in
the governmental funds (excluding state and federal reimbursements) to be available if the
revenues are collected within thirty (60) days after year-end. Revenues from state and federal
funds are considered available if transactions eligible for reimbursement have taken place.
Expenditures are generally recorded when the related fund liability is incurred. However,
debt service expenditures, as well as expenditures related to compensated absences
and claims and judgments, are recorded only when payment is due.

Property taxes, sales and use taxes, intergovernmental revenues and interest associated with
the current fiscal period are all considered to be susceptible to accrual and so have been
recognized as revenues of the current fiscal year. All other revenues are considered to be
measurable and available only when cash is received by the Board.

Local school activity funds and other funds under the control of school principals use the cash
basis of accounting. However, these funds have been restated to the modified accrual basis of
accounting in these financial statements.

Private-sector standards of accounting and financial reporting issued prior to
December 1, 1989, generally are followed in the government-wide financial
statements to the extent that those standards do not conflict with or contradict guidance
of GASB.
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BESSEMER CITY BOARD OF EDUCATION
NOTES TO THE FINANCIAL STATEMENTS

NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

C. Measurement Focus, Basis of Accounting (Continued)

The preparation of financial statements in conformity with accounting principles
generally accepted in the United States requires management to make estimates and
assumptions that affect reported amounts and disclosures in the financial statements.
Accordingly, actual results could differ from these estimates.

D. Assets, Liabilities, and Equity Classification

Deposits and Investments

Cash and cash equivalents include cash on hand, demand deposits, and short-term investment
with a maturity date within three months of the date acquired by the Board. Investments
are stated at fair value.

The State Attorney General has issued a legal opinion that boards of education may not put
public funds at risk by investing in companies not insured by the federal government.

Receivables

Receivables are reported as receivables in the government-wide financial statements and as
accounts receivables, intergovernmental receivables and other receivables, in the fund
financial statements. Intergovernmental receivables include amounts due from grantors
for grants issued for specific programs and local taxes due from the County tax collector.

Property Tax Calendar

The Jefferson County Commission levies property taxes for all jurisdictions,
including the school boards and municipalities within the county. Millage rates for
property taxes are levied at the first regular meeting of the County Commission in
February of each year. Property taxes are assessed for property as of October 1 of the
preceding year based on the millage rates established by the County Commission. Property
taxes are due and payable the following October 1, and are delinquent after December 31.

Inventories and Prepaid Items

Inventories are valued at cost, which approximates market, using the first-in/first-out (FIFO)
method. The costs of governmental fund type inventories are recorded as expenditures when
purchased except commodities donated by the federal government and purchased food items
which are expensed when consumed. Prepaid items, such as insurance premiums and rent are
recorded as expenditures in governmental funds when paid.

In the government-wide financial statements, inventories and prepaid items are recorded on
an accrual basis using the consumption method. Expenses reflect the amount of materials
and supplies consumed and the amount of prepaid items applicable to the current period.
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BESSEMER CITY BOARD OF EDUCATION
NOTES TO THE FINANCIAL STATEMENTS

NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

D. Assets, Liabilities, and Equity Classification - Continued
Capital Assets

Purchased or constructed capital assets are reported at cost or estimated historical costs
in the statement of Net Position. Donated assets are recorded at their estimated fair value
at the date of donation. The cost of maintenance and repairs that do not add to the value
of the asset or materially extend assets' lives are not capitalized. Capital assets are
recorded as expenditures at the acquisition date in the fund financial statements. The
Board has no general infrastructure assets.

Depreciation of capital assets is recorded in the statement of activities on a straight-line
basis over the estimated useful life of the asset. Capitalization thresholds (the dollar
values above which asset acquisitions are added to the capital asset accounts) and the
estimated useful lives of capital assets reported in the government-wide statements are

as follows:
Capitalization Estimated

Asset ‘Threshold Useful Life
Land Improvements - Exhaustible $ 50,000 20 years
Buildings 50,000 50 years
Building Improvements 50,000 7 - 30 years
Equipment and furniture 5,000 5 - 20 years
Equipment Under Capital Lease 5,000 5-20 years
Vehicles 5,000 8 - 10 years

(The capitalization threshold for land, construction in progress, and inexhaustible land
improvements is §1 or more. However, these capital assets are not depreciated).

Deferred Revenue
Deferred revenue in the government-wide financial statements represent unearned revenues.

Deferred revenue in the governmental fund financial statements represent unearned revenues
and other revenues for which the "available" criterion has not been met.
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BESSEMER CITY BOARD OF EDUCATION
NOTES TO THE FINANCIAL STATEMENTS

NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

D. Assets, Liabilities, and Equity Classification - Continued
Long-Term Obligations

In the government-wide financial statements, long-term debt and other long-term obligations
are reported as liabilities. Premiums, discounts, and deferred amounts on refunding
transactions are deferred and amortized over the life of the related debt using the
straight-line method. Long-term debt is reported net of the unamortized portion of these
amounts. Long-term obligations are not reported in governmental fund financial
statements. In the fund financial statements, bond premiums and the face amount of debt
issued during the year are reported as other financing sources. Debt issuance costs are not
deducted from the amount reported as other financing sources, but are reported as debt
service expenditures. Any discount resulting from a disparity between the market rate and
the stated rate of interest is reported as another financing use.

Expenditures for debt principal, interest and related costs are reported in the fiscal year
payment is made. At the inception of a capital lease, an amount equal to the present
value of the net minimum lease payments is reported as another financing source and as an
expenditure.

Compensated Absences

For vacation leave and other compensated absences with similar characteristics, GASB
Statement No. 16 requires the accrual of a liability as the benefits are earned by the
employees, if both of these conditions are met:

a.  The employees' right to receive compensation is attributable to services already rendered.
b. It is probable that the employer will compensate the employees for the benefits through
paid time off or some other means, such as cash payments at termination or retirement.

An accrual for earned sick leave should be made only to the extent it is probable that the
benefits will result in termination payments, rather than be taken as absences due to illness or
other contingencies, such as medical appointments and funerals.

Professional and support employees earn nonvesting sick leave at the rate of one day per
month worked. Employees may accumulate an unlimited number of sick leave days.
Employees may use their accrued sick leave as membership service in determining
the total years of creditable service in the teachers' retirement system, with no
additional cost to the Board. Because employees do not receive compensation for
unused sick leave at termination, no liability is recorded on the financial statements.
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BESSEMER CITY BOARD OF EDUCATION
NOTES TO THE FINANCIAL STATEMENTS

NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
D. Assets, Liabilities, and Equity Classification - Continued

Professional and support personnel are provided two days of personal leave per year with
pay. The State provides funding, at the substitute rate, for up to two days of personal
leave per employee per year. The school system provides three additional days of
personal leave with pay. If the employee chooses to use any of these additional days,
they are required to pay for the cost of the substitute. Professional personnel may receive
compensation for the two state funded unused personal leave days at the end of the
scholastic year. The employee is required to request, in writing, if they wish to be
paid for unused personal leave. Any unused personal leave, as of June 30th, is rolled
over to sick leave; therefore, no liability for unpaid personal leave is recorded in the
financial statements.

Twelve-month employees are allowed at least two weeks of vacation per year with pay.
Vacation is awarded each July 1st, each January 1st employees' unused vacation is capped at
the maximum amount of vacation to which they are entitled. Board policy allows up to 10 days
of vacation to be carried over to the succeeding year. At September 30, 2014, the Board has
accrued a liability for compensated absences as part of the Board’s overall payroll liabilities
accrual.

Equity Classification

In the government-wide statements, equity is classified as net position and displayed in three
components:

(a) Invested in capital assets, net of related debt - consists of capital assets, including
restricted capital assets, net of accumulated depreciation and reduced by the outstanding
balances of any bonds, mortgages, notes, or other borrowings that are attributable to the
acquisition, construction, or improvement of those assets;

(b) Restricted net assets - consist of net assets with constraints placed on
their use either by (1) external groups such as creditors, grantors, contributors, or laws or
regulations of other governments or (2) law through constitutional or enabling legislation;

(c) Unrestricted net assets - consist of all other net assets that do not meet the definition of
"restricted" or "invested in capital assets, net of related debt."

GASB Statement No. 54, Fund Balance Reporting and Governmental Fund Type
Definitions, effective for periods beginning after June 15, 2010, enhances the usefulness of
fund balance information by providing clearer fund balance classifications that can be more
consistently applied and by clarifying the existing governmental fund type definitions.
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BESSEMER CITY BOARD OF EDUCATION
NOTES TO THE FINANCIAL STATEMENTS

NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
D. Assets, Liabilities, and Equity Classification - Continued

The following classifications describe the relative strength of the spending constraints:

Nonspendable -The nonspendable fund balance classification includes amounts
that cannot be spent because they are either (1) not in spendable form or (2) legally or
contractually required to be maintained intact. The "not in spendable form"
criterion includes items that are not expected to be converted to cash (e.g., inventories

and prepaid amounts).

Restricted -Fund balance should be reported as restricted when constraints placed
on the use of resources are either:

e Externally imposed by creditors (such as through debt covenants), grantors,
contributors, or laws or regulations of other governments; or

e Imposed by law through -constitutional provisions or enabling
legislation.

Committed - Amounts that can only be used for specific purposes pursuant to constraints
imposed by formal action of the Board should be reported as committed fund
balance. Those committed amounts cannot be used for any other purpose unless the Board
removes or changes the specified use by taking the same type of action (e.g.
legislation, resolution) it employed to previously commit those amounts.

Assigned - Amounts that are constrained by the Board's intent to be used for specific
purposes, but are neither restricted nor committed, should be reported as assigned fund
balance. Intent can be expressed by the Board or by an official or body to which the Board
delegates the authority. This classification also includes the remaining positive fund balance
for all governmental funds except for the General Fund.

Unassigned - Unassigned fund balance is the residual classification for the general
fund. This classification represents fund balance that has not been assigned to other
funds and that has not been restricted, committed, or assigned to specific purposes
within the general fund. The General Fund is the only fund that will report a positive fund

unassigned fund balance.

When an expenditure is incurred for purposes for which both restricted and unrestricted
(committed, assigned, or unassigned) amounts are available, it is the policy of the Board to
generally consider restricted amounts to have been reduced first.
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BESSEMER CITY BOARD OF EDUCATION
NOTES TO THE FINANCIAL STATEMENTS

NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
D. Assets, Liabilities, and Equity Classification — Continued

When an expenditure is incurred for purposes for which amounts in any of the unrestricted
fund balance classifications could be used, it is the policy of the Board that committed
amounts would be reduced first, followed by assigned amounts, and then unassigned
amounts. In both instances, when a proposed expenditure is made with specific balances
identified as the source of the funding, that specific fund balance will be used.

NOTE 2 RECONCILIATION OF FINANCIAL STATEMENTS

The financial statements include summary reconciliations of the fund financial statements to the
government-wide statements after the fund statements.

A. Explanation of certain differences between the Governmental Funds Balance Sheet
and the Statement of Net Position

The governmental fund balance sheet is followed by a reconciliation between Total fund
balance -governmental funds and Total net position - governmental activities as reported in
the government-wide statement of net position.

B. Explanation of certain differences between the Governmental Funds Statement of
Revenues, Expenditures and Changes in Fund Balances and the Statement of Activities

The governmental funds statement of revenues, expenditures and changes in fund balances
is followed by a reconciliation between the Total net change in fund balances-
governmental funds and Change in net position of governmental activities as reported in
the government-wide statement of activities.
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BESSEMER CITY BOARD OF EDUCATION
NOTES TO THE FINANCIAL STATEMENTS

NOTE 3 STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILITY

A. Budgets

Budgets are adopted on a basis of accounting consistent with accounting principles generally
accepted in the United States of America (GAAP) for the General Fund with the exception of
salaries and benefits, which are budgeted only to the extent expected to be paid rather than on
the modified accrual basis of accounting. All other governmental funds adopt budgets on the
modified accrual basis of accounting. Capital projects funds adopt project-length budgets. All
appropriations lapse at fiscal year-end.

On or before October 1 of each year, the Board prepares and submits to the State
Superintendent of Education the annual budget to be adopted by the Board. The
Superintendent of the Board does not approve any budget for operations of the school for
any fiscal year which shows expenditures in excess of income estimated to be available plus
any balances on hand.

B. Deficit Fund Balances in Individual Funds

The Board has no deficit fund balances in major funds.

Excess of Expenditures Over Appropriations

The General Fund, Food and Nutrition Fund, Debt Service Fund, and Bond Issue
Payments Fund exceeded appropriations. The shortage in the Debt Service Fund
requires transfers from the General Fund. The remaining shortages were covered
by available fund balances in the funds.
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BESSEMER CITY BOARD OF EDUCATION
NOTES TO THE FINANCIAL STATEMENTS

NOTE 3 STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILITY (CONTINUED)

Amounts for specific purposes by fund and fund balance classifications for the year ended
September 30, 2014 are as follows:

Classification/Fund Purpose Amount
Nonspendable

Food Services Fund Inventory $ 91,742
Restricted

Food Services

Food Services Fund Activity 802,910

Nonmajor Governmental Funds Special Revenue Activity 455,347
Committed

Debt Service Fund To pay long-term debt 4

Bond Issue Payments

Fund For Construction Contracts -

Nonmajor Governmental Funds For Construction Contracts 636,715
Unassigned

General Fund 8,829,900

Total fund balances $ 10,816,619

NOTE 4 CASH AND CASH EQUIVALENTS

The Board's cash and cash equivalents are considered to be cash on hand, demand
deposits, and short-term investments with original maturities of three months or less from
the date of acquisition. The Board's cash and cash equivalents are subject to custodial credit
risk, which is examined in more detail below:

Custodial Credit Risk of Bank Deposits

Custodial credit risk is the risk that, in the event of a bank failure, the Board's deposits
(in excess of FDIC insurance) may not be returned to it. At September 30, 2014, the carrying
amount of the Board's deposits, certificates of deposits, and cash on hand was $11,997,582 and
the bank balance was $13,441,701.

The Board's deposit policy for custodial credit risk limits deposits to financial
institutions that are members of the Alabama State Treasury's Security for Alabama Funds
Enhancement (SAFE) Program. Under the SAFE program, the Board's funds are protected
through a collateral pool administered by the Alabama State Treasury. Certain banks holding
deposits belonging to the state, counties, cities, or agencies of any of these entities must
pledge securities as collateral against these deposits. In the event of the failure of a
bank, securities pledged by that bank would be liquidated by the State Treasurer to
replace the public deposits. If the securities pledged failed to produce adequate funds for that
purpose, every bank participating in the pool would share the liability for the remaining balance.
The SAFE program is classified as a category (1) credit risk.
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NOTES RECEIVABLES

Receivables of the Board’s individual major funds and non-major funds in the aggregate were as

follows at year-end:

Food Nonmajor
General Service Governmental
Fund Fund Funds Total

Intergovernmental receivable $ 843,700 641,681 338,464 $ 1,823,845

The Intergovernmental receivable balance includes $846,700 due from the City of Bessemer based
on the settlement of litigation in August of 2011 that was filed in September 2008. The total
settlement was for $4 million payable at $100,000 per month for the first 28 months and $33,333 per
month thereafter for 36 months.
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NOTE 6 CAPITAL ASSETS

Capital assets activity for the year ended September 30, 2014, was as follows:

Government Activities:

Capital Assets not being depreciated:
Land

Construction in Progress

Total Capital Assets, not being depreciated
Capital Assets Being Depreciated:
Land Improvements

Buildings

Building improvements

Equipment and Furniture

Vehicles

Buildings under capital leases
Equipment under capital leases

Total Capital Assets, being depreciated
Less accumulated depreciation

Land Improvements

Buildings

Building improvements

Equipment and Furniture

Vehicles

Buildings under capital leases
Equipment under capital leases

Total accumulated depreciation

Total Capital Assets being depreciated, net

Total governmental activity capital assets, net

9/30/13 9/30/14
Beginning Retirements/ Ending
Balance Increases Reclassifications Balance
$ 3,298,605 $ - $ 12,294 $ 3,286,311
1,489,072 - 1,489,072 -
4,787,677 - 1,501,366 3,286,311
801,775 - - 801,775
66,111,787 350,991 (12,132,486) 78,595,264
2,219,703 3,135915 (481,224) 5,836,842
2,387,006 52,886 (6,250) 2,446,142
2,914,334 24,679 - 2,939,013
14,645,000 - 14,645,000 -
595,756 - - 595,756
89,675,361 3,564,471 2,025,040 91,214,792
546,610 17,615 564,225
16,586,082 1,466,703 (742,826) 18,795,611
186,954 250,028 - 436,982
1,528,655 190,660 1,719,315
1,374,092 219,969 - 1,594,061
2,791,888 59,576 2,494,009 357,455
29,788 - - 29,788
23,044,069 2,204,551 1,751,183 23,497,437
66,631,292 1,359,920 273,857 67,717,355
$ 71,418,969 $ 1,359,920 $ 1,775,223 $ 71,003,666

Depreciation expense was charged to government functions as follows:

GOVERNMENTAL
ACTIVITIES AMOUNT
Instructional 1,836,769
Instructional support 26,771
Operational and maintenance 26,119
Food Service 70,424
Student transportation 238,308
General and Administrative 3,094
Other 3,066
$ 2,204,551
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NOTE 7 INTERFUND RECEIVABLES, PAYABLES AND TRANSFERS

Interfund balances are generally used to meet cash demands necessary to pay operating expenditures.
Except for amounts due from Enterprise and Internal Service Funds, these amounts should be repaid
during the next fiscal year. The composition of interfund balances as of September 30, 2014 is shown
below:

Due to/from other funds:

None.

Interfund Transfers:

Transfers are used to move revenues from the fund with collection authorization to the designated
fund authorized to receive the proceeds and to move unrestricted general fund revenues to finance
various programs that the Board must account for in other funds in accordance with budgetary
authorizations, including amounts provided as subsidies or matching funds for various grant programs.

(a) Transfer to Food Service fund for expenditures incurred for food cost in excess of appropriations

Major Funds:
General Fund $ - $ 662,377 (a)
Food Services Fund (a) 662,337 -

$ 662,337 $ 662,377
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NOTE 8 LONG-TERN LIABILITIES

The Board, as part of a pooled warrant issuance with other school systems within the State of
Alabama, issued Capital Improvement Pool Warrants, Series 2008 in anticipation of their Public
School Fund allocations, which are received from the Alabama Department of Education. The
Alabama Department of Education withholds the required debt service payments from the Board's
Public School Fund allocation. The proceeds from these warrants provided funds for the
acquisition, construction, and renovation of school facilities.

On December 1, 2011 and January 1, 2012, respectively, the Board issued its Series 2011 School
Tax Warrants (in the principal amount of $9,985,000) and Series 2012-A Warrants (in the principal
amount of $2,290,000). The purpose of issuance was to allow for the prepayment of the Board's
obligation under a certain lease agreement dated as of September 1, 2000 between the Board and
the City of Bessemer, Alabama with respect to the City's Limited Obligation School Warrants,
Series 2000 and to pay for the costs of issuing the Warrants. The Board deposited with its Trustee
sufficient proceeds to pay interest due as well as the redemption price of the Warrants. On March
15, 2012 the warrants were called and refunded with the funds deposited by the Board.

As a result, the City's Limited Obligation School Warrants, Series 2000 are considered to be
defeased and the liability for those warrants has been removed from the Board's note payable
balance.

The advance refunding reduced the Board's total debt service payments over the next 18 years by
$2.6 million and resulted in an economic gain of $2.1 million. Furthermore, the deferred amount
resulting from the refunding is not considered material and management has elected to expense this
amount in the Government-Wide Statement of Activities.

As of September 30, 2014, the Board's long-term obligations under the warrants consisted of
the following:

2014

PSCA Capital Improvement Pool Warrants, Series 2008 bearing interest payable
semi-annually at 3.25% to 4.25%, annual principal installments through 2028 $ 3,579,985
School Tax Warrants, Series 2011 bearing interest payable
semi-annually at 2.00% to 3.75%, annual principal installments through 2030 9,890,000
School Tax Warrants, Series 2012-A bearing interest payable
semi-annually at 1.80% to 2.50%, annual principal installments through 2017 1,410,000
School Tax Warrants, Series 2012-B bearing interest payable
monthly at 1.80% to 2.50%, annual principal installments through 2022 1,228,629

$ 16,108,614
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LONG-TERN LIABILITIES — (continued)

Changes in long-term liabilities during the year are summarized as follows:

Balance at Balance at Due
September 30, September 30, Within
2013 Additions Reductions 2014 One Year
PSCA Capital
Improvement Pool
Warrants, Series 2008 $ 3,769.414 - $ 189,429 $ 3,579,985 $ 195977
School Tax Warrants,
Series 2011 9,985,000 - 95,000 9,890,000 100,000
School Tax Warrants,
Series 2012-A 1,865,000 - 455,000 1,410,000 460,000
School Tax Warrants,
Series 2012-B 1,365,975 130,772 1,235,203 145,462
Plus unamortized amounts:
For warrant discount (167,079) (9,828) (157,251)
For warrant Premium 57,267 3,601 53,666
Deferred outflow
For warrant issuance - -
16,875,577 - 863,974 16,011,603 901,439
Capital Lease
Regions Equipment Finance
due September 1, 2017 262,574 - 63,112 199,462 65,512
Municipal Asset Management
due May 21, 2022 1,465,850 - 141,836 1,324,014 150,889
1,728,424 - 204,948 1,523,476 216,402
Total Long-Term Debt $ 18,604,001 $ - $ 1,068,921 $ 17,535,080 $ 1.117,841

Payments on the Capital Improvement Pool Warrants, Series 2008 are made by the bonds
and warrants fund with Public School Funds withheld from the Board's allocation from the
Alabama Department of Education.

Payments on the School Tax Warrants, Series 2011, 2012-A and 2012-B are payable
out of pledged tax proceeds.

Payments on the obligations of the capital leases will be made by Local Funds, Fleet
Renewal Fund and the Lease Purchase Agreement Debt Service Fund.

The Board is obligated under certain leases accounted for as capital leases.
These capital leases were obtained to purchase various equipment or vehicles. See capital lease
section below.
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LONG-TERN LIABILITIES - (continued)

Maturities of the Board's total long-term debt service are as follows:

Warrants

Principal Interest Total
2015 $ 902,589 $ 515,825 $ 1,418,414
2016 923,114 493,672 1,416,786
2017 949,193 470,126 1,419,319
2018 1,135,219 480,388 1,615,607
2019 1,002,540 374,533 1,377,073
Thereafter 11,195,959 2,829,032 14,024,991
16,108,614 5.163.576 21,272,190

Capital Leases

Principal Interest Total

2015 216,402 40,239 256,641
2016 222913 33,728 256,641
2017 229,632 27,009 256,641
2018 162,539 21,449 183,988
2019 166,619 17,369 183,988
Thereafter 525,371 26,591 551,962
$ 1,523,476 $ 166,385 $ 1,689,861

Capital Leases

The Board has entered into capital lease agreements to finance the acquisition of school buses.
The net carrying values of assets acquired under capital leases at year-end were as follows:

Vehicles $ 2,205,196
Less Accumulated depreciation (819,389)
Net Total $ 1,385,807
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LONG-TERN LIABILITIES - (continued)

The future minimum lease payments and the net present value of these minimum lease payments
were as follows at year end:

Governmental

Year Ending September 30, Activities
2015 $ 256,641
2016 256,641
2017 256,641
2018 183,988
2019 183,988
Thereafter 551,962
Total minimum lease payments 1,689,861
Less: amount representing interest (166,385)
Present value of the minimum lease

payments $ 1,523,476

The Board has elected to implement the provisions of GASB 65. As a result, debt issuance costs,
except prepaid insurance costs, are recognized as an expense in the period incurred. As a result,
issuance costs that were previously capitalized related to the Series 2008 and Series 2011 Warrants
have been removed from the financial statements. For warrants (bonds) and other long-term debt
issued after October 1, 2002, the related debt premiums and discounts are amortized using the
straight-line method over the life of the debt in the government-wide statements.

9/30/13 9/30/14
Beginning Ending
Balance Increases Decreases Balance
Unamortized Warrant payable
discount $ 167,079 $ - $ 9,828 $ 157,251
Unamortized Warrants payable Premiums 57,267 3,601 53,666
Total $ 224346 $ - $ 13,429 $ 210917

In prior years, the Board defeased certain bonds by placing the proceeds of the new bonds in
irrevocable trust funds to provide for all future debt service payments on the old bonds.
Accordingly, the trust account assets and the liability for the defeased bonds are not included in the

Board's financial statements. As of September 30, 2014, the following bonds outstanding are
considered defeased:

Qualified Zone Academy Bonds (QZAB) $ 2,000,000
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NOTE 9 DEFINED BENEFIT PENSION PLAN

A. Plan Description

The Board contributes to the Teachers' Retirement System of Alabama, a cost-sharing
multiple-employer public employee retirement system for the various state-supported educational
agencies and institutions. This plan is administered by the Retirement Systems of Alabama.

Substantially all employees of the Board are members of the Teachers' Retirement System.
Membership is mandatory for covered or eligible employees of the Board. Benefits vest after
10 years of creditable service. Vested employees may retire with full benefits at age 60 or after
25 years of service. Retirement benefits are calculated by two methods with the retiree receiving
payment under the method that yields the highest monthly benefit. The methods are: (1)
Minimum Guaranteed, or (2) Formula, of which the Formula method usually produces
the highest monthly benefit. Under this method, retirees are allowed 2.0125% of their
average final salary (best three of the last ten years) for each year of service. Disability retirement
benefits are calculated in the same manner. Pre-retirement death benefits in the amount of
the annual salary for the fiscal year preceding death is provided to plan members.

The Teachers' Retirement System was established as of October 1, 1939, under the provisions of Act
Number 419 of the Legislature of 1939, for the purpose of providing retirement allowances
and other specified benefits for qualified persons employed by state-supported educational
institutions. The responsibility for general administration and operation of the Teachers'
Retirement System is vested in the Board of Control (currently 14 members). Benefit provisions
are established by the Code of Alabama 1975, §§ 16-25-1 through 16-25-113, as amended,
and §§ 36-27B1 through 36-27B-6, as amended.

The Retirement Systems of Alabama issues a publicly available financial report that includes
financial statements and required supplementary information for the Teachers' Retirement
System of Alabama. That report may be obtained by writing to The Retirement Systems of
Alabama, 135 South Union Street, Montgomery, Alabama 36130-2150.

B. Funding Policy

Employees of the Board are required to contribute 7.25 percent of their salary to the Teachers'
Retirement System. The Board is required to contribute the remaining amounts necessary to
fund the actuarially determined contributions to ensure sufficient assets will be available to
pay benefits when due. Each year, the Teachers' Retirement System recommends to the Alabama
Legislature, the contribution rate for the following fiscal year, with the Legislature setting
this rate in the annual appropriation bill.
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NOTE 9 DEFINED BENEFIT PENSION PLAN (CONTINUED)

The percentages of the contributions and the amount of contributions made by the Board
and the Board's employees equal the required contributions for each year as follows:

Fiscal Year Ended September 30

2014 2013 2012

Total Percentage of Covered Payroll 18.56% 16.45% 15.00%
Contributions:

Percentage Contributed by the Board 11.71% 10.08% 10.00%
Percentage contributed by Employees 5.00% 5.00% 5.00%
Amount Contributed by the Board $ 2,390,087 $ 2,069,608 $ 2,051,621
Amount contributed by Employees 1,536,970 1,538,691 1,025,810
Total Contributions $ 3,927,057 $ 3,608,299 $ 3,077,431

NOTE 10 OTHER POST-EMPLOYMENT BENEFITS (OPEB)

The Board contributes to the Alabama Retired Education Employees' Health Care Trust (the
"Trust"), a cost-sharing multiple-employer defined benefit postemployment healthcare plan.
The Trust provides health care benefits to state and local school system retirees and was
established in 2007 under the provisions of Act Number 2007-16 as an irrevocable trust fund.
Responsibility for general administration and operations of the Trust is vested with the Public
education employees' Health Insurance Board (PEEHIB) members. The Code of Alabama
1975, Section 16-25A-4, provides the PEEHIB with the authority to amend the benefit
provisions in order to provide reasonable assurance of stability in future years. The Trust
issues a publicly available financial report that includes financial statements and required
supplementary information. That report may be obtained at the Public Educations Employees'
Health Insurance Plan website, http://www.rsa-al.gov/PEEHIP/pechip.html under the Trust
Fund Financials tab.

The Public Education Employees' Health Insurance Fund (PEEHIF) was established in 1983
under the provisions of Act Number 255 to provide a uniform plan of health insurance for
current and retired employees of state educational institutions. The plan is administered by the
PEEHIB. Any Trust fund assets used in paying administrative costs and retiree benefits are
transferred to and paid from the PEEHIF. The PEEHIB periodically reviews the funds
available in the PEEHIF and if excess funds are determined to be available, the PEEHIB
authorizes a transfer of funds from the PEEHIF to the Trust. Retirees are required to contribute
monthly as follows:
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NOTE 10 OTHER POST-EMPLOYMENT BENEFITS (OPEB) (CONTINUED)

Fiscal Year
Ending
09/30/14
Individual Coverage - Non-Medicare Eligible $151.00
Individual Coverage - Medicare Eligible 10.00
Family Coverage - Non-Medicare Eligible Retired Member
and Non-Medicare Eligible Dependent(s) 391.00
Family Coverage - Non-Medicare Eligible Retired Member
and Dependent Medicare Eligible 250.00
Family Coverage - Medicare Eligible Retired Member and
Non-Medicare Eligible Dependent(s) 250.00
Family Coverage - Medicare Eligible Retired Member and
Dependent Medicare Eligible 109.00
Surviving Spouse - Non-Medicare Eligible . 679.00
Surviving Spouse - Non-Medicare Eligible and Dependent Non-Medicare Eligible 870.00
Surviving Spouse - Non-Medicare Eligible and Dependent Medicare Eligible 839.00
Surviving Spouse - Medicare Eligible 318.00
Surviving Spouse - Medicare Eligible and Dependent Non-Medicare Eligible 516.00
Surviving Spouse - Medicare Eligible and Dependent Medicare Eligible 485.00

For employees that retire other than for disability, for each year under 25 years of service, the retiree
pays two percent of the employer premium and for each year over 25 years of service, the retiree
premium is reduced by two percent of the employer premium.

The Board is required to contribute at a rate specified by the State for each active employee. The
Board's share of premiums for retired Board employees health insurance is included as part of the
premium for active employees. The following shows the required contributions in dollars and the
percentage of that amount contributed for Board retirees:

Percentage
of Active Total
Active Health Amountof Employees Amount Percentage

Fiscal Year Insurance Premium Premiums Paid of Required
Ended Premiums Attributable Attributable Attributable Amount
September 30 Paid by Board to Retirees to Retirees to Retirees Contributed
2012 § 714.00 $ 229.00 32.05% $ 1,417,153 100%
2013 $ 714.00 $ 216.90 30.38% $ 1,507,198 100%
2014 $ 714.00 $ 220.90 30.94% $ 1,514,332 100%

Each year the PEEHIB certifies to the Governor and to the Legislature the contribution rates based
on the amount needed to fund coverage for benefits for the following fiscal year and the Legislature
sets the premium rate in the annual appropriation bill. The Board has accounted for payments made
by the federal government for retiree drug subsidy (RDS) payments in accordance with GASB
Technical Bulletin 2006-1. This bulletin requires the RDS to be recorded as an "on-behalf
payment", resulting in offsetting revenues and expenditures. The amount recognized in the 2014
financial statements for RDS is $183,051.
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NOTE 11 RISK MANAGEMENT

The Board is exposed to various risks of loss related to torts; theft of, damage to, and destruction of
assets; errors and omissions; injuries to employees; and natural disasters. The Board has
insurance for its buildings and contents through the State Insurance Fund ("SIF") part of the
State of Alabama, Department of Finance, Division of Risk Management, which operates
as a common risk management and insurance program for the state-owned properties and boards
of education. The Board pays an annual premium based on the amount of coverage. The SIF
is self-insured up to $3.5 million per occurrence and purchases of commercial insurance for
claims in excess of $3.5 million.

The Board also purchases automobile liability insurance with coverage of $300,000 per occurrence,
errors and omissions insurance with coverage of up to $1,000,000 per occurrence and property
insurance with coverage of up to $3.5 million per occurrence from the Alabama Risk Management
For Schools Program (ARMS), a public entity risk pool. In addition, the Board has purchased
physical damage coverage for school buses and maintenance vehicles.

The ARMS collects the premiums and purchases commercial insurance for the amount of
coverage requested by pool participants. The Board purchases commercial insurance for fidelity
bonds. Settled claims in the past three years have not exceeded the commercial insurance coverage.

Employee health insurance is provided through the Public Education Employees' Health Insurance
Fund ("PEEHIF") administered by the Public Education Employees' Health Insurance Board. The
fund was established to provide a uniform plan of health insurance for current and retired
employees of state educational institutions and is self-sustaining. Monthly premiums for employee
and dependent coverage are set mutually by the plan's actuary and are based on anticipated
claims in the upcoming year, considering any remaining fund balance on hand available
for claims. The Board contributes the specified amount monthly to the PEEHIF for each
employee. The Board contribution is applied against the employees' premiums for the coverage
selected and the employee pays any remaining premium.

The State Board of Adjustments is a state agency with which people can file claims against
the Board to collect reimbursement for damages when all other means have been exhausted. The
Board does not have insurance coverage for job-related injuries. Claims for employee job-
related injuries may be filed with the State Board of Adjustment. The Board of Adjustment
determines if a claim is valid and determines the proper amount of compensation. Payments are
made from state appropriated funds at no cost to the Board.
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NOTE 12 CONTINGENT LIABILITIES

Amounts received or receivable from grantor agencies are subject to audit and
adjustment by grantor agencies. Any disallowed claims, including amounts already
collected, may constitute a liability of the applicable funds or the general fund. The
amount, if any, of expenditures that may be disallowed by the grantor cannot be
determined at this time, although the Board expects such amounts, if any, to be
immaterial.

The Board is involved in certain litigation in the ordinary course of business. Litigation is
recorded in the government-wide statements when the related liability is incurred.

NOTE 13 PAYMENTS OR SERVICES FURNISHED BY OTHER AGENCIES

Certain payments or services are furnished by the State of Alabama on behalf of the Board.
Included in these items are the payments from bond issue proceeds (Public School and College
Authority). Payments or services from bond issue proceeds from the Public School and College
Authority are reflected as revenues and expenditures on the Board's financial statements in the
applicable funds for which they apply.

NOTE 14 DONATED FOOD PROGRAM

The commodities received from the Federal government in connection with the donated food
program are reflected in the accompanying financial statements. The total assigned value of
commodities donated was $171,659 for 2014. Commodities consumed were approximately
$134,650 for 2014.

NOTE 15 FUTURE ACCOUNTING PRONOUNCEMENTS

The Governmental Accounting Standards Board (GASB) has issued three statements related to
pensions (i.e. GASB Statements 67, 68, and 71). GASB Statement 68, “Accounting and Financial
Reporting for Pensions” and GASB Statement 71 “Pension Transition for Contributions Made
Subsequent to the Measurement Date” are effective for employers with fiscal years ending June 30,
2015 and after. These new standards will affect reporting for all employers participating in the
Teachers Retirement System of Alabama (TRS) cost-sharing pension plan.

GASB Statement No. 68, Accounting and Financial Reporting for Pensions, will require the Board
to record a net pension obligation on the government-wide statement of net position. Net pension
obligation equals the difference between the total pension liability and the value of assets set aside in
a pension plan to pay benefits. Statement 68 may also require changes to the projection of benefit
payments and the rate used to discount the projected benefit payments. Statement 68 will be
effective for the Board for the year ending December 31, 2015. The Board is currently evaluating
the impact of Statement 68 for fiscal year 2015.
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NOTE 15 FUTURE ACCOUNTING PRONOUNCEMENTS (CONTINUED)

The Governmental Accounting Standards Board has issued statements that will become
effective in subsequent fiscal years. The statements address:

* Accounting and financial reporting for pensions;
* Mergers, acquisitions and transfers of operations; and

¢ Financial guarantees.

The Board is currently evaluating the effects that these statements will have on its financial
statements for subsequent fiscal years.
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BESSEMER CITY BOARD OF EDUCATION
STATEMENT OF REVENUES,

EXPENDITURES, AND CHANGES IN FUND BALANCE

BUDGET AND ACTUAL-GENERAL FUND
FOR THE YEAR ENDED SEPTEMBER 30, 2014

REVENUES:
State sources
Federal sources
Local sources
Other sources

Total Revenues

EXPENDITURES:
Current operations:
Instructional services
Instructional support and services
Operation and maintenance services
Student transportation services
Food services
General and administrative services
Other
Capital Outlay
Debt Service:
Principal
Interest and Fiscal Charges
Total Expenditures

Excess of Revenues
Over (Under) Expenditures

OTHER FINANCING SOURECES
(USES)
Indirect cost
Transfers out
Other sources
Total other financing Sources (Uses

Net Change in Fund Balances
Fund Balance -Beginning
Prior Period Adjustment
Fund Balance - Ending

Budget Budget to GAAP Actual
Amounts Actual Differences Amounts
Original Final Amounts Over (Under) GAAP Basis
$ 20,892,958 $ 20,892,958 $ 21,050,304 $ - $ 21,050,304
205,000 205,000 447,599 - 447,599
8,191,206 8,191,206 8,931,262 - 8,931,262
318,695 318,695 387,455 - 387,455
29,607,859 29,607,859 30,816,620 - 30,816,620
17,387,522 17,387,522 17,217,800 # 432,578 17,650,378
5,765,165 5,765,165 5,971,767 # 116,649 6,088,416
3,423,351 3,423,351 3,840,920 # 42,551 3,883,471
1,303,518 1,303,518 1,562,297 # 15,154 1,577,451
1,787,314 1,787,314 1,550,196 # (1,958) 1,548,238
252,655 252,655 281,639 # 12,961 294,600
33,179 33,179 32,852 - 32,852
29,952,704 29,952,704 30,457,471 617,935 31,075,406
(344,845) (344,845) 359,149 (617,935) (258,786)
415,932 415,932 366,791 - 366,791
(719,664) (719,664) (662,377) . (662,377)
155,592 155,592 300,340 - 300,340
(148,140) (148,140) 4,754 - 4,754
(492,985) (492,985) 363,903 (617,935) (254,032)
10,862,562 10,862,562 10,862,562 # (1,778,631) 9,083,932
$ 10,369,577 $ 10,369,577 $ 11,226,465 $(2,396,566) $ 8,829,900

See independent auditors' report and notes to financial statements.
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BUDGET AND ACTUAL-GENERAL FUND
FOR THE YEAR ENDED SEPTEMBER 30, 2014

(1) Salaries of teachers and other personnel with contracts of less than 12 months are $ 617,935
paid over a 12 month period. Expenditures for salaries (and related fringe benefits)
are budgeted based on the amount that will be paid from budgeted revenues.
However, salaries (and related benefits) earned but not paid
are reported as expenditures on the financial statements.

(2) The amount reported as "fund balance" on the budgetary basis of accounting is derived
accounting used in preparing the Board's budget. This amount differs
from the basis of from the fund balance reported in the Statement of Revenues,
Expenditures and Changes in Fund Balances because of the
cumulative effect of transactions such as those described above.

See independent auditors' report and notes to financial statements,

44



OTHER SUPPLEMENTAL INFORMATION



Sy

*SJUQWISYE]S [RIOURUY 0] $9)0u pue podar s1ojpne juspuadapur 39§

L01 18%91 § 691°C€ $ €IT91 $ LLTSY § £99°69 § SLL'S  § UYL § 799°611 § £98°Ch1 $  9due[eq puny pue saUI[IQElT] [BIOL
£01 9L£°91 691°C¢ €191 LLT'SY £99°69 SLL'S 8TE9 88611 156°¢h1 Aymby puny [eroL,
201 9L£°9T 691°C¢ €191 LLT'SY £99°69 SLL'S 87¢€9 88Y6I1 1S6°¢H1 32UBIQUINOUY I0] PIAIISIIU[)
Jdue[eq punyg
- S0T - - = - - Il SLT Tl6'1 sanIiqery [elo],
SaI(IQI] palejal pue [[oifed panioy
S0l AN SLT 7161 Saniqel] 12410 pue djqeAed spumoooy
91qesed punjiouy
SALLITIAVIT
HONVTIVE ANNA ANV SALLITIGVIT
L01 18+°91 691°¢ £1791 LLT'SY £99°69 SLL'S UYL 799611 £98°G1 SJASSY [B)0
K10juaAu]
SI[qeAIIY
LOT 18%91 § 691°C¢ § €IT91 $ LLT'SY § £99°69 $ SLL'S  § Uv'L $ 799611 § £98°G¥1 $ syuajeamnbs yses pue yse)
SLASSY
210 RAPO Afdopouda], ALejwwepy Lwmunyy Aeyuawery  Aejuowey  AJejmeuna[y 100gd2S [00YdS
[enua) J10j SISO oloqsauof poomuddIn) pieH smeIqy PPN q3ig
howﬂoU .—OEUmmem hOEOmmom
JIUWISSIg ANADY [004dS

SpUNJ anudAd [Bl2dg

P10T ‘0€ YAGINALJIAS

SANNA TVINTANNTTAOD YOLVIANON

LATHS ADINVTVE ONINIFINOD

NOILVONAH 40 MIVOL ALID YAWASSII



9

‘SJUSUSYE)S [BIOURUL] 0] S2)0u pue podar s1031pne jusapuadspur 39§

L01 $ 9L£91  § 6917¢  § eIzl § LLTSY  $ €99'69 § SLL's § 829§ 88611 § 1£5°EF1 g
LO1 81¥°9 ISL°T¥ STE6I 960°It 8IE°L9 0£0°1 011 19614 8TS b1l
= 856°6 (z85°6) (z01°¢) 181 YET ShLY (€1LD) LTSLL £TH6T
= 8566 (z85°6) (zor'e) 1817 HeT ShLY (€ILY) LTSLL £TH6T
= 809°81 1Z1°Lt 6+C°CT S9T'LY IS1°01 91101 $99°91 765°69 TISSIT
$%6
850y 4! 8Tt uz 6 el 1L2°09 LOT°69
¥68°T1 744 SPIT ¥01°T €L9 609 373 190°1 £19°c
9591 £89°91 LLY6L 068°tt 8L16 Siv's £59°€1 09Z £6L°THL
- $96°8T 6€S°L LY161 9IS 96v°T1 1981 8611 (1§33 SE6PHT
$96°3T 6€S°L L¥161 9IS 961 1981 TS6°11 61L°¢b1 SE6'PPT
2104 PNYQ Adoouyre], Arejmowid[y AIB)uomid[ AIRJUIOWAIY AlB)UAWR[Y  AJEJUdu] 00yd§ [ooydg
fenuwd) 10§ S[IFYISO A oJoqsauof —ucoiﬂoohc PIeH swelqy IPPIN ——ME
J3)ud) JUNISSIyg I30ISSIY
JIWASSag

$107 ‘0€ YHAWILJIAS CAANT AVIAX THL JOA

SANNA TVINTANIIAOD YOLVIANON
SHONVTVE ANNA NI STONVHD
ANV STANLIANIIXT ‘STANTATH A0 INTWALV.LS ONINITNOD
NOILVONdd 40 IVO4d ALID YANASSHH

SpUnj ANuIARY [B13dS

(suay3q) Surpug-seusreg puny

(s1Yy2() SurmmiSag-saduefeyqg punyg

saduE[eq puny ul 33uey) JoN

(sosn) 5901n0s FWIdURUL IO [EJO,

N0 SIQJSUI]
Ul SI9JSueRI]
panssi 3qap uLal-3u0|

(STSN) SADANOS ONIONVNIA YTHLO

samypuadxyg (Japupn) 1940
(ASUSIII(T) SINUSAIY JO §$30XF

saamipuadxy [ej0
sa3Ieyd [BOSY pUe ISISU]
[edioun g
19IAI3S }qa(Q
skennQ [eden
REliiTe)
SIDIAIIS SATIENSIUIUIPE [RISUSL)
S901AIDG ATBl[TX Ty
SIOIAIOS JOUBUIUTEW pUe UoneIad(y
s301A30s poddns [euoronnsuy
$301AIDS [BUONONDSUL
udLIN)
STANLIANIIXA

SINDIAYY [BIO],
$30IN0S IR0
$30.IM0S [8907]

S20IMOS [RIOP ]
$30mos Jjelg
SINNTATA



Ly

*SJUQWIDIE]S [BIOUBLYJ 0] $910U pUe Jodar s10)ipne juspusdapur 99§

€39°85y § - 3 - $ : $ . $ S $ : $ = $ = s - $

LYE'SSH - . = - = - - - -

LYESSYy = - - - = = - = =

9ge’e = = = - - - - = E

9cge

£39°8SY = - - - - - - - -

LTS 0EE 000°8Y ShH61 S1E‘esl SSH6T ZI£0S

951°8Z1  § (000°8t) § (svr'61) § (s1¢'e81) § (sst'60) § Tigo9) $
spunj Aamua) 183 V Hugg VHE]  SSATAINOH S€S8Y  A®Odd dluvd  INVED

anuaASy IIT III 2BIL ML 19pIL X A1LIL ERLE Lavd vadal aIsvd
[eradg q ueg [00ydg-01g vaal AVINOTA
e0L AIIL

Spun J 9NudAdY [B13adg

Y107 ‘0€ YAAINALIAS

SANOA TV INTANITAOD YOLVIANON

LATHS ADNVIVE ONINIFINOD
NOLLYONAH A0 AVOH ALID YAWIASSALD

9JUE[Eq PUN PUE SIVINQEI] [EI0L

Aymby puny [ejoy,
0URIQUINOUH IOJ POAJISATU()

Jdue[eq punyg
SOTN[IqeIT [B10 L

SSHIIqY] P31e31 pue [[o14ed panioy
sanIIqer] 39yl pue s[qeAed sjunosoy
s1qeAed punyiou]

SHLLITIEVI'T

[ONVTIVH ANQJ ANV SHLLI'TIIVI'Y

S)OSSY [EJO

A1ojuaAu]

SO]qRAIOOY

sjusteAInba yseo pue yse)
SLASSV



8y

‘SJuoWILe]S [eIouRUY 0) 910U pue Jodar s1ojpne juopusdspur 23§

LbESSH - - - = - $ - $ - $ = $ = $

995 Ve = = = = - - - =

18L°011 = - - = - - = - -

18L°011 = E = E - = = : =

SPIITIS 000867 L6V'TT SH98C T6E°LS8T 000°¢E 6v9°¢l T6LSTI €LVTLE 85966

€788 £78°8

12L°9tE [244Y 861 6 9€0°EEE L9S SET = YILT

09Z°99% 1SH°6LT 06 91T 600°9% 795°C

SITEY PeL £0S'¥1 £ILE

TSTHOT1 6L5°0Z8 061°CI 60€°L1T 699°16

$68°158°C L18°T6T 66211 4459 £:14 98TYTH1 3343 879°¢Tl 608°589

9Z6°1€T°S 000862 L6Y'TL SHP98T TGE°LS8T 000°¢E 69°€l T6LSTI €LYTLG 859°66

090°4€S

998°L69°Y 00086 L6V 11 ShH987 TSE'LE]T 000°cE 69°€1 T6LST1 £LY°TLG 85966
spunyj Lmua) TSH V H1eq V 1eq SSATANOH S€s8y A®mOdd 4 1Lavd INVID

ANUIARY 1T TII 2PLL II2BIL I3PL X T1LIL qued LAVd vadal oIsvd

[e1edg q1ed [00YS§-31f viai AVINOTA
[ L2l Al DL

$102 ‘0€ HIGWALIAS AAANT AVIX THL YOI

SANN TVINTNNIIAOD HOLVIANON
SEAONVTVE ANNA NI STONVHD
ANV STINLIANAIXT ‘SANNTATE 40 INTWILY.LS ONINIGINOD

NOILVONAE 40 A¥VOd ALID YAWASSTA

(spya() Suipug-sadueeq punyg

(sudys(Q) Surm3zag-sedueeq pung
SIJUE[Rq pany ul 33uey)) JoN

(sasn) s3dunos 3udueny I3q30 [8)0 ],
N0 SIDYSURI]
Ul S19)suer]
PanssI 1q9p uLe)-Suo
(SASN) SADANOS DNIONVNIA JTHLO

samyipuadxs (13pu}) A0
(AoUDIoh3(]) SINUSAIY JO SSIOXT

sasmyipuadxy [ej0],
saSreys [edsly pue js1aqu]
[edounyg
$3NATIS JqI(
sAepnQ fende)
PRo
SIITAISS SANBNSIUIUIPE [ISUSD)
SIOIAIDG ATel[rxny
SITTAISS SOURUSIUIRL pUR Uoljerad(y
sa01a195 poddns [euonongsuy
$IO1AISS [RUOIONLSU]
sJmaaan)
STANLIANTIXT

SINUIAIY [EIO ],
$30.M0S IO
S32INOS 1850

$30MOS [RISPS]
$30.IN0S 9JB)§
SSANNTATI



6v

*SJUSUISJE]S [RIOURUIJ 0} S3j0u pure podar s1ojpne juopuadopur 39§

60T § 806C § 1L0°%L §
60T 806°C 1L0°L
6v0°T 806°C 1L0YL
60T 806C 1L0°vL
60T § 806C ¢ 1LO'YL $
Aeymamary [0093§ [00gd>g
sweiqy APPIN 431
J3WISSIY JowIassag

86£°660'T  § 865t § Ts'991 § Y6LSS $ wWLoE § 8€0°6LE § - $ 3dUg[eq punj pue sanMIqery [e}0L
790°T60°T 865y 5991 ¥6LSS ThL0E 8£0°6LE = Lymby puny [eyor,
790°T60°T 865y TS 991 Y6LSS ThL0E 8€0°6LE = 9OUBIqUIMOUY I0J PIAISSIIUY
JduE[eq pung
9¢E’e : A S ] 5 S SOLI[IqE! [BI0L
- SOII[IqI] Pale[al pue [[01ked penuioy
9gg'e SaMIIqe]] S5y pue S]qeAed SN0y
= d)1qeked punjouf
- SHLLI'TIAVI'Y
[DNVTVE ANNJ ANV STLLI'TIIVI'T
86£°560°1 8651 THS 991 Y6L'SS TrL0E 8€0°6LE = 19SSV [€10L,
AK10jusAuf
Yo 8ee $ 9£6°L SI[qeAlOaYy
ge69sL 8657 § Tws'991 § v6L'SS § Lot § 01°1LE $ siuaeAmbs yseo pue yse)
SLASSV
spun, SJUBIIBAA soneudosddy  [eamsudy FEEFEIT AepnQ 199314
[BIUIWUIIA0L) % spuog fyuno) [EER ASd [ende)-g§4  uorepodsuery,
JolewmuoN spoafoag spaloag spoafoag syoafoag spaaloag spafoag
ende) rende) [epde) ende) repde) ende)
¥10T ‘0€ YAFWALIAS

SANNA TVININNIITAOD HOLVIANON
LATHS ADNVTVE ONINIFNOD
NOILVONdA 40 advVOd ALID YANWASSAH



0¢

‘SJuSLIaTe)S [RIOUBUL 0 sajou pue uodar siojpne juspuadspur 50§

6¥0°C $ 806°C $ 1L0°%L §
60°C [S9 43 (32844
- [X%44] 8T5°6T
- (LyT'7) 8TS°6T
¥ LEE'S 10€°CS
98
LEE'S SITTS
: 060°¢ 0£3°18
060°¢ 0£8°18
% $
AIByudumd Joordg 002
sweiqy S[PPIN 43t
JAWIISSAY IIWISSIY

290°760°1 865V $ W91 § ¥6LSS THL0E $ 6£0°6LE  $ - $
951°988 YILYIT - P6L'SS 098°LT 017°Z5T (836°8)
906°50T (s11°012) TS99t * 788°C 628°9T1 8868
906°50C (SI1°01T) s 991 = 788°C 628°9C1 8868
L6TYLI9 SIT°01Z 100°€L9 5 = SE0PSY 000981
sTrrol 76€°9S ££0°SY
[ aq43 §TS e8I L96°0VT
£91°€Z8 S1T°01T 05409
1Z2L°9%€
951°98¢ 968°611
SIT'ey -
1Zt°681 661°69 [44 44
STHOV'L -
TS1°558°C 862°¢ =
£0Z°088°9 - Prsi6es = 7887 798°019 886761
090°F€S
Tes'3ve vrs'6es 8368
998°L69Y
9bL°66L $ 788°C $ 98019 $ 000981 $
spuny SJUBLIBAA noneLdoiddy 9STTFI 1S319)u] fepnQ 19914
[B)HAUIUIIA0E) » spuog £uno) sp9aloag aSd ende)-4S4  uoterlodsued ],
JofemuoN syoafoag s1afoag ende) s1aafoag spafoag spasloag
rende) ende) rende) [ende) Tede)

#10Z ‘0 YTFWILIES CAANT ¥VIA THL YOI

SANMA TVINTWNITAOD JOrVINNON

SAONVTIVE ANNA NI SHONVHD

ANV STINLIANAIXT ‘SANNTATH 40 INTWALY.LS ONINITNOD
NOLLVONdY 40 AAVO04d ALID YAWASSTL

(s12y2q) Surpug-sadueeg puny

(s1d1(q) SmuniBag-saduereyq pung
saoue[sg puny ui 33ueyy) JaN

(sasn) s3danos 3urduenyy J3730 |80,
MO SIDJSUBI]
Ul SI9JSuel],
Pansst 199p Uuaj-Suo
(SASN) SADANOS DNIONVNIA YTHLO

satipuadxd (Ispun)) 1BAQ
(£ouL10J3(]) SINUSAY JO SSIOXY

saamrpuadxy [8)o],
saSIed [eosy pue I1SISWU]
[edrourty
3014135 3q2(Q
skepinQ rende)
BqPO
$IDIAIIS DANRISIUIUIPE [BIIUIL)
$201A108 ATel[TXnY
SIO[AISS ddURUIUTEW pue uonerady
$991A195 Hoddns [euoronnsuy
SIDTAISS [BUONIOTLYSUT
Juaaan)
STANLIANIdXA

SINUWIAY [eJo
$30JN0S IO
$30100S [8907]

$30I00S [B15P3]
$301N0S 21e)§
SHINNTATI



(89

*SJUSUISIE)S [EIOURUL] 0 $9)0U pue Jodal s1ojpne juspuadspur 99§

97688 § 89LY § 8€L $ 60v'T § €60°T  § 344 $ [474 § 9doue[eq pung pus saNIMIqErT] [E)0L
9.¥°88 8ILY 8¢L 60T £60°1 144 [44 Aymby puny [ejo],
9Lt'88 SILF 8¢L 60v'C €60°T 8ty w JOUBIQUINGUT I0] PIAISSAIU()
adue[eq punyg
0s 0S - = = = = SInI[Iqer [el0 ]
SaI[1QI] PaIB[a1 pue [[01ARd ponLIdY
0s 0s SSNI[Iqel} PO pue o]qeed sjuNoooy
a1qeAed punjouy
SHLLITIAVI'T
[DNVIVE ANNA ANV SHILITIGVI'T
975°88 89LY 8¢L 60v°T £60°T 147 (44 SJISSY [BIOL
= KI0)u3AU]
- SO[qBAI0Y
975’88 § 89LY $ 8¢L $ 60vY'C  § €60°T  $ 47 $ 44 $ sjuoreAlnbs yses pue yse))
SLASSV
spunyj NIPO Agojouyaa ], 210d ArgymduRy  Amjuowd[g  Arejudewmd[y
MgnJ-uoN [eDU) I10§ SIITISIAA 010gQsouof piey
18101, 19)03))
JIIWASSIG

spuny JMqnJ-uoN-AIBIINPI]

¥10Z ‘0€ YAGINALIAS

SANNA TVINTNNITAOD JOLVIANON
LATHS ADNVIVE ONINIGFINOD
NOILVONdA 10 AVOd ALID YAWIASSHI

spuny qnJ-uocN
Axenpyy



(43

*SJUSWAJE)S [BLOUBULY 0] S910U pue poda1 s10)pne juspusdapur 99g

9L+°88 [3 8Ly 3 8€L $ 60%°C $ £60°1 $ 8t $ W $ (spaua(q) Suipug-sadneleg pung
YTL'Y9 PPLE X33 0s8°y €SH°1 $66°1 209 (swoya() Surnuidag-seauereg pung
€5L°€T vL6 Sov [§12%7] (09¢) (LysT) (099) sadueleq puny 1 a3uey) JaN

= - = = - - - (sasm) s3aunos Suduenyy 134)o [e10],

- N0 SI9YSURI]
- Ul SIOJSURI],
PanssI 1gop wio)-3uo|

(SFSN) SADANOS DNIINVNIA YTHLO

€6L°ET ¥L6 SOy (Iv5'0) (09¢) Uys1) (095} somupuadxy (13pu()) PAQ
(AousIoga(]) SaNUIAY JO SSIOXT

089°0L 621°C - 6£8°L 896 LpS'T 09¢ saanyipuadxy [€)0L,

- saSIeys [essly pue js1oju]
B [edpunyg
- $3I1IAI3S g
- sfepinQ Jenden

161 161 12yI0
08¢ 082 S3DIAIIS SANROSIUNLPE |BISUID)
vL L $30IAIAG ATRIIXNY
- $30[AJ9S JOURUSJUIRUI pue uorersd)
8¢S 96t $301A138 Hoddns [euoyonnsuf
£88°89 621°T S60°L LYST 09¢ S3OIAISS [EUOIOONSU]
JuaLIn)
STANLIANTIIXA
£EVY6 £01°C Sop 86€°C 809 = = SINUIAY [BIOL,
EEV'Y6 £01°€ Sov 86€°C 809 $30.M0S IO

) S30IN0S [€00]
- S30INOS [B19Pa ]

= g - $ - $ E $ 5 g = g - $ $30IMOS Aerg
SSANNIATH
spuny EXTiiTs) ASofouyoa], RYT AJR)uduR  Ate)uemiy  AIBjuamd[y
JMqng-uoN enu) 10§y SIIIYISI M oJoqsauop piey
el INW)
IIWISSIG

spunj diqnJ-aoN
Arenpig

spun qnJ-uoN-AIeINpLY

$107 ‘0 YIGIWALAAS AIANT AVIA THL Od

SANOA TVINTFANITAOD JOLVINNON

SAONVTVE ANNA NI STONVHO

¥ STINLIANIJXT ‘SHANIATY 0 INTWALVLS ONINITINOD
NOLLYONAYd 40 @AVOL ALID YAWASSAL



FEDERAL AWARDS AND STATE APPROPRIATIONS
SUPPLEMENTAL INFORMATION



T
PRINCIPAL,

" ASSOé(;QiATES

] CERTIFIED PUBLIC ACCOUNTANTS |

Z//(w)zy Govrrewid ST Thoe: Tine”

INDEPENDENT AUDITOR’S 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

To the Superintendent and Members of the
Bessemer City Board of Education
Bessemer, Alabama

We have audited the financial statements of the governmental activities, each major
fund, and the aggregate remaining fund information of Bessemer City Board of Education
("the Board") as of and for the year ended September 30, 2014, which collectively comprise
the Board's basic financial statements and have issued our report thereon dated May 28,
2015. We conducted our audit in accordance with auditing standards generally accepted in
the United States of America and the standards applicable to financial audits contained
in Government Auditing Standards issued by the Comptroller General of the United States.

Internal Control Over Financial Reporting

Management of the Board is responsible for establishing and maintaining effective internal
control over financial reporting. In planning and performing our audit, we considered the
Board’s internal control over financial reporting as a basis for designing our auditing
procedures for the purpose of expressing our opinions on the financial statements, but not
for the purpose of expressing an opinion on the effectiveness of the Board’s internal control
over financial reporting. Accordingly, we do not express an opinion on the effectiveness of
the Board’s internal control over financial reporting.

A deficiency in internal control 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 and correct, misstatements on a timely basis. A material
weakness is a deficiency, or a combination of deficiencies, in internal control, such that
there is a reasonable possibility that a material misstatement of the entity’s financial
statements will not be prevented, or detected and corrected on a timely basis. A significant
deficiency is a deficiency, or a combination of deficiencies, in internal control that is less
severe than a material weakness, yet important enough to merit attention by those charged
with governance.
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Our consideration of internal control was for the limited purpose described in the first
paragraph of this section and was not designed to identify all deficiencies in internal control
that might be material weaknesses or, significant deficiencies. Given these limitations,
during our audit we did not identify any deficiencies in internal control that we consider to
be material weaknesses. However, material weaknesses may exist that have not been
identified.

Compliance and Other Matters

Our consideration of internal control was for the limited purpose described in the first
paragraph of this section and was not designed to identify all deficiencies in internal control
that might be material weaknesses or, significant deficiencies. Given these limitations,
during our audit we did not identify any deficiencies in internal control that we consider to
be material weaknesses. However, material weaknesses may exist that have not been
identified.

As part of obtaining reasonable assurance about whether the Board's financial statements are
free of material misstatement, we performed tests of its compliance with certain provisions
of laws, 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 or other matters that are required to be reported under
Government Auditing Standards.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control
and compliance and the results of that testing, and not to provide an opinion on the
effectiveness of the entity’s internal control or on compliance. This report is an integral part
of an audit performed in accordance with Government Auditing Standards in considering

the entity’s internal control and compliance. Accordingly, this communication is not
suitable for any other purpose.

The Board's responses to the findings identified in our audit are described in the
accompanying schedule of findings and questioned costs. We did not audit the Board's
response and, accordingly, we express no opinion on it.

e Dimoidd € Quuociita
The/,gzrincipal & Associates, Inc.
Certified Public Accountants
2100 South Bridge Parkway, Suite 650
P.O. Box 360973
Birmingham, Alabama 35236

May 28, 2015
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INDEPENDENT AUDITORS' REPORT ON COMPLIANCE WITH
REQUIREMENTS THAT COULD HAVE A DIRECT AND MATERIAL
EFFECT ON EACH MAJOR PROGRAM AND ON INTERNAL
CONTROL OVER COMPLIANCE IN ACCORDANCE WITH
OMB CIRCULAR A-133

To the Superintendent and Members
of the Bessemer City Board of
Education

Bessemer, Alabama

Report on Compliance for Each Major Federal Program

We have audited Bessemer City Board of Education ("the Board") (also known as "Bessemer City
Schools™) compliance with the types of compliance requirements described in the OMB Circular
A-133 Compliance Supplement that could have a direct and material effect on each of the
Board's major federal programs for the year ended September 30, 2014. The Board's major
federal programs are identified in the summary of auditor's results section of the
accompanying schedule of findings and questioned costs.

Management’s Responsibility

Management is responsible for compliance with the requirements of laws, regulations,
contracts, and grants applicable to its federal programs.

Auditor’s Responsibility

Our responsibility is to express an opinion on the Board'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 to financial audits contained in Government
Auditing Standards, issued by the Comptroller 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 the Board's compliance with those requirements and performed 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 of the
Board's compliance with those requirements.

We believe that our audit provides a reasonable basis for our opinion on compliance for
each major federal program. However, our audit does not provide a legal determination of
the Board’s compliance.

55

2100 South Bridge Parkway, Suite 650 « P.O, Box 360973 + Birmingham, Alabama 35236 » 205-542-9874 » Fax 205-822-0539
www.tpaaccountants.com ¢ eugenepitts@charter.net

Member of Armericon Institute of Certifiect Public Accountants
Memizer of the Alabama Sociely of Certilied Public Accountants



Opinion on Each Major Federal Program

In our opinion, the Board, complied, in all material respects, with the compliance requirements
referred to above that could have a direct and material effect on each of its major federal
programs for the year ended September 30, 2014.

Report on Internal Control Over Compliance

Management of the Board is responsible for establishing and maintaining effective internal

control over compliance with the types of compliance requirements referred to above. In

planning and performing our audit of compliance, we considered the Board’s internal control over
compliance with the types of requirements that could have a direct and material effect on each major
federal program to determine the auditing procedures that are appropriate in the circumstances for
the purpose of expressing an opinion on compliance for each major federal program and to test and
report on internal control over compliance in accordance with OMB Circular A-133, but not for the
purpose of expressing an opinion on the effectiveness of internal control over compliance.
Accordingly, we do not express an opinion on the effectiveness of the Board’s internal control over
compliance.

A deficiency in internal control over compliance exists when the design or operation of a

control over compliance does not allow management or employees, in the normal course of
performing their assigned functions, to prevent, or detect and correct, noncompliance with a

type of compliance requirement of a federal program on a timely basis. A material

weakness in internal control over compliance is a deficiency, or combination of deficiencies, in
internal control over compliance, such that there is a reasonable possibility that material
noncompliance with a type of compliance requirement of a federal program will not be prevented, or
detected and corrected, on a timely basis. A significant deficiency in internal control over
compliance is a deficiency, or a combination of deficiencies, in internal control over compliance
with a type of compliance requirement of a federal program that is less severe than a material
weakness in internal control over compliance, yet important enough to merit attention by those
charged with governance.

Our consideration of internal control over compliance was for the limited purpose described

in the first paragraph of this section and was not designed to identify all deficiencies in

internal control over compliance that might be material weaknesses or significant

deficiencies. We did not identify any deficiencies in internal control over compliance that we
consider to be material weaknesses. However, material weaknesses may exist that have

not been identified.

The purpose of this report on internal control over compliance is solely to describe the
scope of our testing of internal control over compliance and the results of that testing based
on the requirements of OMB Circular A-133. Accordingly, this report is not suitable for any

other purpo
/M/ww{)aQ éé?l A.in l;"{(&l

The Principal & Associates, Inc.
Certified Public Accountants

2100 South Bridge Parkway, Suite 650
P.O. Box 360973

Birmingham, Alabama 35236

May 28, 2015
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Bessemer City Board of Education
Schedule of Findings and Questioned Costs
September 30, 2014
Section I — Summary of Auditors’ Results

Financial Statements

Type of auditors' report issued: Unqualified
Internal control over financial reporting:
Any material weakness(es) identified? Yes No_ X
Any significant deficiencies identified not
considered to be material weakness? Yes No_ X
Any noncompliance material to financial
statements noted? Yes No__ X
Federal Awards
Internal control over major programs:
Any material weakness (es) identified? Yes No_ X
Any significant deficiencies identified not
considered to be material weakness? Yes None reported
Type of auditors' report issued on compliance
for major programs: Unqualified
Any audit findings disclosed that are required to be
reported in accordance with OMB Circular A - 133
Section .510 (a) Yes No__ X
Identification of major programs:
CFDA Number (s) Name of Federal Program or Cluster
10.555 USDA-National School Lunch Program
Dollar threshold used to distinguish between Type A
and Type B programs: $300,000
Auditee qualified as a low-risk auditee Yes. X No
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Bessemer City Board of Education
Schedule of Findings and Questioned Costs
September 30, 2014

Section II - Financial statement findings

None.
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Bessemer City Board of Education
Schedule of Findings and Questioned Costs
September 30, 2014
Section III - Federal Award Findings and Questioned Costs

Findings: None

Questioned costs: None
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