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INDEPENDENT AUDITOR'S REPORT 

Ouachita River School District and School Board Members 

Legislative Joint Auditing Committee 

We have audited the accompanying financial statements of each major governmental fund and the aggregate remaining fund 
information of the Ouachita River School District (the "District"), as of and for the year ended June 30, 2011. which collectively 
comprise the District's regulatory basis financial statements as listed in the table of contents. These financial statements are the 
responsibility of District management Our responsibility is to express opinions on these financial statements based on our audit 

We conducted our audit in accordance with auditing standards generally accepted in the United States of 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 of material misstatement. An audit includes examining, on a test basis, evidence supporting the 
amounts and disclosures in the financial statements. An audit also includes assessing the accounting principles used and 
significant estimates made by management, as well as evaluating the overall financial statement presentation. We believe that 

our audit provides a reasonable basis for our opinions. 

As described more fully in Note 1. the District has prepared these financial statements using accounting practices prescribed or 
permitted by Arkansas Code, which practices differ from accounting principles generally accepted in the United States of America. 
The effect on the financial statements of the variances between these regulatory accounting practices and accounting principles 
generally accepted in the United States of America, although not reasonably determinable. are presumed to be material. 

In our opinion, because of the effects of the matter discussed in the preceding paragraph, the financial statements referred to 
previously do not present fairly, in conformity with accounting principles generally accepted in the United States of America, the 
financial position of the District as of June 30, 2011, or the changes in financial position for the year then ended. Further, the 
District has not presented a management's discussion and analysis that accounting principles generally accepted in the 
United States has determined is necessary to supplement although not required to be part of, the basic financial statements. 

In our opinion, the financial statements referred to previously present fairly, in all material respects, the respective financial 

position of each major governmental fund and the aggregate remaining fund information of the District as of June 30,2011, and 
the respective changes in financial position thereof and the respective budgetary comparison for the general and special revenue 

funds for the year then ended, on the basis of accounting described in Note 1. 

As discussed in Note 1 to the financial statements, the District changed the classifications of its governmental fund balances on 

July 1.2010. 

In accordance with Government Auditing Standards, we have also issued our report dated February 21, 2012 on our 

consideration of the District's internal control over financial reporting and on our tests of its compliance with certain provisions of 
laws, regulations, contracts, and grant agreements and other matters. The purpose of that report is to describe the scope of our 

testing of internal control over financial reporting and compliance and the results of that testing, and not to provide an opinion on 

the internal control over financial reporting or on compliance. That report is an integral part of an audit performed in accordance 
with Government Auditing Standards and should be considered In assessing the results of our audit. 
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Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise the District's 
regulatory basis financial statements. The Schedule of Capital Assets (Schedule 1), Schedule of Expenditures of Federal Awards 
(Schedule 2), as required by U.S. Office of Management and Budget Circular A-133, Audits of States, Local Governments, and 

Non-Profit Organizations, Schedule of Findings and Questioned Costs (Schedule 3), Federal Award Programs- Summary 
Schedule of Prior Audit Findings (Schedule 4), and Schedule of Selected Information for the Last Five Years - Regulatory Basis 

(Schedule 5) are presented for purposes of additional analysis and are not a required part of the regulatory basis financial 
statements. The Schedule of Expenditures of Federal Awards (Schedule 2), Schedule of Findings and Questioned Costs 

(Schedule 3), and Federal Award Programs - Summary Schedule of Prior Audit Findings (Schedule 4) have been subjected to the 

auditing procedures applied in the audit of the regulatory basis financial statements and, in our opinion, are fairly stated in all 
material respects in relation to the regulatory basis financial statements taken as a whole. The Schedule of Capital Assets 

(Schedule 1) and the Schedule of Selected Information for the Last Five Years - Regulatory Basis (Schedule 5) have not been 

subjected to the auditing procedures applied in the audit of the regulatory basis financial statements and, accordingly, we express 

no opinion on them. 

DIVISION OF LEGISLATIVE AUDIT 

. Norman, JD, CPA, CFE 

Legislative Auditor 

Little Rock, Arkansas 

February 21,2012 

EDSD42711 
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Senate Choir 
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House Chair Roger A. Norman, JD, CPA, CFE 

Sen. David Wyatt ^^H^ktw Legislative Auditor 
Senate Vice Chair 

Rep. Toni Bradford 

House Vice Chair 

LEGISLATIVE JOINT AUDITING COMMITTEE 

DIVISION OF LEGISLATIVE AUDIT 

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 

Ouachita River School District and School Board Members 

Legislative Joint Auditing Committee 

We have audited the financial statements of each major governmental fund and the aggregate remaining fund information of the 

Ouachita River School District (the "District"), as of and for the year ended June 30, 2011, which collectively comprise the 
District's regulatory basis financial statements, and have issued our report thereon dated February 21, 2012. We issued an 

adverse opinion because the District prepared the financial statements using accounting practices prescribed or permitted by the 
Arkansas Code, which differ from accounting principles generally accepted in the United States of America. The effect on the 

financial statements of the variances between these regulatory accounting practices and accounting principles generally accepted 
in the United States of America, although not reasonably determinate, are presumed to be material. However, the financial 
statements present fairly, In all material respects, the respective financial position of each major governmental fund and the 
aggregate remaining fund information of the District as of June 30,2011, and the respective changes in financial position thereof 
and the respective budgetary comparison for the general and special revenue funds for the year then ended, on the basis of 
accounting described in Note 1. 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 District is responsible for establishing and maintaining effective internal control over financial reporting. In 

planning and performing our audit, we considered the District's internal control over financial reporting as a basis for designing our 

auditing procedures for the purpose of expressing our opinions on the regulatory basis financial statements, but not for the 

purpose of expressing an opinion on the effectiveness of the District's internal control over financial reporting. Accordingly, we do 

not express an opinion on the effectiveness of the District's internal control over financial reporting. 

Our consideration of internal control over financial reporting was for the limited purpose described in the preceding paragraph and 

was not designed to identify all deficiencies in internal control over financial reporting that might be significant deficiencies or 

material weaknesses and therefore, there can be no assurance that all deficiencies, significant deficiencies, or material 

weaknesses have been identified. However, as described in the accompanying Schedule of Findings and Questioned Costs, we 

identified a certain deficiency in internal control over financial reporting that we consider to be a material weakness. 

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 District's financial statements will not be prevented, or detected and corrected on a timely 

basis. We consider the deficiency described in the accompanying Schedule of Findings and Questioned Costs as item 2011-1 to 

be a material weakness. 

Compliance and Other Matters 

As part of obtaining reasonable assurance about whether the District's regulatory basis financial statements are free of material 

misstatement, we performed tests of its compliance with certain provisions of the state constitution, state and federal laws and 

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 opinbn. The results of our tests disclosed no instances of 

noncompliance or other matters that are required to be reported under Government Auditing Standards. 
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We noted certain matters that we reported to management of the District in a separate letter dated February 21,2012. 

The District's response to the finding identified in our audit, excluding the management letter finding, is described in the 

accompanying Schedule of Findings and Questioned Costs. We did not audit the District's response and, accordingly, we 

express no opinion on the response. 

This report is intended solely for the information and use of the Legislative Joint Auditing Committee, the local school board 

and District management, state executive and oversight management, federal regulatory and oversight bodies, the federal 

awarding agencies and pass-through entities, and other parties as required by Arkansas Code, and is not intended to be and 

should not be used by anyone other than these specified parties. However, pursuant to Ark. Code Ann. § 10-4-417, all reports 

presented to the Legislative Joint Auditing Committee are matters of public record and distribution is not limited. 

DIVISION OF LEGISLATIVE AUDIT 

Larry W.'Hunter, CPA, CFE 
Deputy Legislative Auditor 

Little Rock, Arkansas 

February 21,2012 
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Senate Chair 

Rep. Tim Summers 

House Chair • .^ Roger A. Norman, JD, CPA, CFE 

Sen. David Wyatt J&S&kb. Legislative Auditor 
Senate Vice Chair 

Rep. Ton! Bradford 

House Vice Chair 

LEGISLATIVE JOINT AUDITING COMMITTEE 

DIVISION OF LEGISLATIVE AUDIT 

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 

Ouachita River School District and School Board Members 

Legislative Joint Auditing Committee 

Compliance 

We have audited the Ouachita River School District (the "District") 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 

District's major federal programs for the year ended June 30, 2011. The District's major federal programs are identified in the 

summary of auditor's results section of the accompanying Schedule of Findings and Questioned Costs. Compliance with the 

requirements of laws, regulations, contracts, and grants applicable to each of its major federal programs is the responsibility of 

the District's management. Our responsibility is to express an opinion on the District's compliance based on our audit 

We conducted our audit of compliance in accordance with auditing standards generally accepted in the United States of 

America; the standards applicable 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 District's 

compliance with those requirements and performing such other procedures as we considered necessary in the circumstances. 

We believe that our audit provides a reasonable basis for our opinion. Our audit does not provide a legal determination of the 

District's compliance with those requirements. 

In our opinion, the District 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 June 30,2011. 

Internal Control Over Compliance 

Management of the District is responsible for establishing and maintaining effective internal control over compliance with the 

requirements of laws, regulations, contracts, and grants applicable to federal programs. In planning and performing our audit, 

we considered the District's internal control over compliance with the requirements that could have a direct and material effect 

on a major federal program to determine the auditing procedures for the purpose of expressing our opinion on compliance and 

to test and report on internal control over compliance in accordance with OMB Circular A-133, 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 District'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 a 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. 

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 deficiencies, 

significant deficiencies, or material weaknesses. We did not identify any deficiencies in internal control over compliance that 

we consider to be material weaknesses, as defined above. 
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This report is intended solely for the information and use of the Legislative Joint Auditing Committee, the local school board 

and District management, state executive and oversight management, federal regulatory and oversight bodies, the federal 

awarding agencies and pass-through entities, and other parties as required by Arkansas Code, and is not intended to be and 

should not be used by anyone other than these specified parties. However, pursuant to Ark. Code Ann. § 10-4-417, all reports 

presented to the Legislative Joint Auditing Committee are matters of public record and distribution is not limited. 

DIVISION OF LEGISLATIVE AUDIT 

Larry W.'Hunter, CPA, CFE 
Deputy Legislative Auditor 

Little Rock, Arkansas 

February 21,2012 
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Sen. Bill Pritchard 

Senate Chair 

Rep. Tim Summers 

House Chair 

Sen. David Wyatt 

Senate Vice Chair 

Rep. Toni Bradford 

House Vice Chair 

LEGISLATIVE 

Arkansas 

JOINT AUDITING 

DIVISION OF LEGISLATIVE AUDIT 

Roger A. Norman, JD, CPA, CFE 

Legislative Auditor 

COMMITTEE 

MANAGEMENT LETTER 

Ouachita River School District and School Board Members 

Legislative Joint Auditing Committee 

We would like to communicate the following item that came to our attention during this audit. The purpose of such comment is 

to provide constructive feedback and guidance, in an effort to assist management to maintain a satisfactory level of 

compliance with the state constitution, laws and regulations and to improve internal control. This matter was discussed 

previously with District officials during the course of our audit fieldwork and at the exit conference. 

The District executed a contract for $227,640 for the paving of a parking lot without obtaining a construction bond. For contracts 

exceeding $20,000, Ark. Code Ann. § 18-44-503 requires contractors to furnish a bond in a sum equal to the amount of the 

contract 

This letter is intended solely for the information and use of the Legislative Joint Auditing Committee, the local school board and 

District management, state executive and oversight management, federal regulatory and oversight bodies, the federal 

awarding agencies and pass-through entities, and other parties as required by Arkansas Code, and is not intended to be and 

should not be used by anyone other than these specified parties. However, pursuant to Ark. Code Ann. § 10-4-417, all reports 

presented to the Legislative Joint Auditing Committee are matters of public record and distribution is not limited. 

DIVISION OF LEGISLATIVE AUDIT 

efe CO. Larry W. Hunter, CPA, CFE 

Deputy Legislative Auditor 

Little Rock, Arkansas 

February 21,2012 
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OUACHITA RIVER SCHOOL DISTRICT 

POLK COUNTY, ARKANSAS 

BALANCE SHEET - REGULATORY BASIS 

JUNE 30,2011 

Exhibit A 

Governmental Funds 

ASSETS 

Cash 

Investments 

Accounts receivable 

Property taxes receivable 

TOTAL ASSETS 

LIABILITIES AND FUND BALANCES 

Liabilities: 

Accounts payable and accrued liabilities 

Due student groups 

Total Liabilities 

Fund Balances: 

Restricted 

Assigned 

Unassigned 

Total Fund Balances 

110,407 $ 

110.407 

1.984,431 

2.015 

2.015 

79.172 585,986 

24.345 

24.345 

16.284 

16.284 

TOTAL LIABILITIES AND 

FUND BALANCES 2.094,838 $ 81.187 $ 585.986 $ 40.629 

The accompanying notes are an integral part of these financial statements. 
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OUACHITA RIVER SCHOOL DISTRICT 

POLK COUNTY. ARKANSAS 

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES -

GOVERNMENTAL FUNDS - REGULATORY BASIS 

FOR THE YEAR ENDED JUNE 30.2011 

Major 

Exhibit B 

OTHER FINANCING SOURCES (USES) 

Transfers in 

Transfers out 

TOTAL OTHER FINANCING SOURCES (USES) 

EXCESS OF REVENUES AND OTHER 

SOURCES OVER (UNDER) EXPENDITURES 

AND OTHER USES 

FUND BALANCES - JULY 1 

FUND BALANCES - JUNE 30 

The accompanying notes are an integral part of these financial statements. 
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OUACHITA RIVER SCHOOL DISTRICT 

POLK COUNTY, ARKANSAS 

STATEMENT OF REVENUES. EXPENDITURES, AND CHANGES IN FUND BALANCES -

BUDGET AND ACTUAL - GENERAL AND SPECIAL REVENUE FUNDS - REGULATORY BASIS 

FOR THE YEAR ENDED JUNE 30,2011 

General 

Exhibit C 

REVENUES 

Property taxes (including property tax relief trust distribution) 

State assistance 

Federal assistance 

Activity revenues 

Meal sales 

Investment income 

Other revenues 

TOTAL REVENUES 

EXPENDITURES 

Regular programs 

Special education 

Workforce education programs 

Compensatory education programs 

Other instructional programs 

Student support services 

Instructional staff support services 

General administration support services 

School administration support services 

Central services support services 

Operation and maintenance of plant services 

Student transportation services 

Other support services 

Food services operations 

Other enterprise operations 

Community services operations 

Facilities acquisition and construction services 

Activity expenditures 

TOTAL EXPENDITURES 

Special Revenue 

5,879,023 

8,151 

268.307 

6,345.970 

39,444 

181,725 

466.947 985,000 

(31,293) 

66,582 

1,148.316 163,316 

5,860,810 5,836,534 24,276 995,871 1.131.999 (136,128) 
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OUACHITA RIVER SCHOOL DISTRICT 

POLK COUNTY, ARKANSAS 

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES -

BUDGET AND ACTUAL - GENERAL AND SPECIAL REVENUE FUNDS - REGULATORY BASIS 

FOR THE YEAR ENDED JUNE 30, 2011 

Exhibit C 
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OUACHITA RIVER SCHOOL DISTRICT 

POLK COUNTY, ARKANSAS 

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES -

BUDGET AND ACTUAL - GENERAL AND SPECIAL REVENUE FUNDS - REGULATORY BASIS 

FOR THE YEAR ENDED JUNE 30, 2011 

Exhibit C 

EXCESS OF REVENUES OVER (UNDER) 

EXPENDITURES 

OTHER FINANCING SOURCES (USES) 

Transfers in 

Transfers out 

TOTAL OTHER FINANCING SOURCES (USES) 

EXCESS OF REVENUES AND OTHER 

SOURCES OVER (UNDER) EXPENDITURES 

AND OTHER USES 

FUND BALANCES-JULY 1 

FUND BALANCES - JUNE 30 

The accompanying notes are an integral part of these financial statements. 
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OUACHITA RIVER SCHOOL DISTRICT 

POLK COUNTY, ARKANSAS 

NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2011 

1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

A. Reporting Entity 

The Board of Education, a seven member group, is the level of government, which has 

responsibilities over all activities related to public elementary and secondary school education within 

the jurisdiction of the Ouachita River School District (District). There are no component units. 

B. Description of Funds 

Major governmental funds (per the regulatory basis of accounting) are defined as General and 

Special Revenue. 

General Fund - The General Fund is used to account for and report all financial resources not 

accounted for and reported in another fund. 
Special Revenue Fund - The Special Revenue Fund is used to account for and report the proceeds 

of specific revenue sources that are restricted or committed to expenditure for specified purposes 

other than debt service or capital projects. The Special Revenue Fund includes federal revenues and 
related expenditures, restricted for specific educational programs or projects, including the District's 
food services operations. The Special Revenue Fund also includes required matching for those 

federal programs, program income required to be used to further the objectives of those programs, 

and transfers from the general fund to supplement such programs. 

Other governmental funds, presented in the aggregate, consist of the following: 

Capital Projects Fund - The Capital Projects Fund is used to account for and report financial 

resources that are restricted, committed, or assigned to expenditure for capital outlays 
including the acquisition or construction of capital facilities and other capital assets. The 

Capital Projects Fund excludes those types of capital-related outflows financed by 

proprietary funds or for assets that will be held in trust for individuals, private organizations, 

or other governments. 

Debt Service Fund - The Debt Service Fund is used to account for and report financial 

resources that are restricted, committed, or assigned to expenditure for principal and 

interest 

Fiduciary Fund types include the following: 

Aaencv Funds - Agency Funds are used to report resources held by the reporting 

government in a purely custodial capacity (assets equal liabilities). 

Private-purpose Trust Funds - Private-purpose trust funds are used to report all other trust 

arrangements under which principal and income benefit individuals, private organizations, or 

other governments. 

C. Measurement Focus and Basis of Accounting 

The financial statements are prepared in accordance with a regulatory basis of accounting (RBA). 

This basis of accounting is prescribed by Ark. Code Ann. § 10-4-413(c), as provided in Act 2201 of 
2005, and requires that financial statements be presented on a fund basis with, as a minimum, the 

general fund and special revenue fund presented separately and all other funds included in the 

audit presented in the aggregate. The law also stipulates that the financial statements consist of a 
balance sheet; a statement of revenues, expenditures, and changes in fund balances; a 

comparison of the final adopted budget to the actual expenditures for the general fund and special 

revenue funds of the entity; notes to financial statements; and a supplemental schedule of capital 
assets, including land, buildings, and equipment. The law further stipulates that the State Board of 

Education shall promulgate the rules necessary to administer the regulatory basis of presentation. 
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OUACHITA RIVER SCHOOL DISTRICT 

POLK COUNTY, ARKANSAS 

NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2011 

1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

C. Measurement Focus and Basis of Accounting (Continued) 

The RBA is not in accordance with generally accepted accounting principles (GAAP). GAAP 

require that basic financial statements present government-wide financial statements. 

Additionally, GAAP require the following major concepts: Management's Discussion and 

Analysis, accrual basis of accounting for government-wide financial statements, including 

depreciation expense, modified accrual basis of accounting for fund financial statements, 

separate financial statements for fiduciary fund types, separate identification of special and 

extraordinary items, inclusion of capital assets and debt in the financial statements, specific 

procedures for the identification of major governmental funds, and applicable note 

disclosures. The RBA does not require government-wide financial statements or the 

previously identified concepts. 

The accompanying financial statements are presented on a fund basis. A fund is defined as 

a fiscal and accounting entity with a self-balancing set of accounts, which are segregated for 

purposes of recording specific activities or attaining certain objectives. Revenues are 

reported by major sources and expenditures are reported by major function. Other 

transactions, which are not reported as revenues or expenditures, are reported as other 

financing sources and uses. Transactions related to the recording of installment contracts 

and capital leases are reported as other financing sources. Changes in private-purpose trust 

funds will be reflected in the notes to the financial statements. 

D. Revenue Recognition Policies 

Revenues are recognized when they become susceptible to accrual in accordance with the 

RBA, except for property taxes (see Note 1 F below). 

E. Capital Assets 

Information on capital assets and related depreciation is reported at Schedule 1. Capital 

assets are capitalized at historical cost or estimated historical cost, if actual data is not 

available. Capital assets purchased are recorded as expenditures in the applicable fund at 

the time of purchase. Donated capital assets are reported at fair value when received. The 

District maintains a threshold level of $1,000 for capitalizing equipment. Library holdings are 

not capitalized. 

No salvage value is taken into consideration for depreciation purposes. AH capital assets, 

other than land and construction in progress, are depreciated using the straight-line method 

over the following useful lives: 

Asset Class Estimated Useful Life in Years 

Improvements/infrastructure 10-20 

Buildings 50 

Equipment 5-20 
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OUACHITA RIVER SCHOOL DISTRICT 

POLK COUNTY, ARKANSAS 

NOTES TO FINANCIAL STATEMENTS 

JUNE 30,2011 

1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

C. Measurement Focus and Basis of Accounting (Continued) 
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OUACHITA RIVER SCHOOL DISTRICT 

POLK COUNTY. ARKANSAS 

NOTES TO FINANCIAL STATEMENTS 

JUNE 30,2011 

1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

F. Property Taxes 

Property taxes are levied (tax rates are established) in November of each year based on property 

assessment (real and personal) that occurred within a specific period of time beginning January 1 of 

the same year. Property taxes are collectible beginning the first business day of March of the year 

following the levy date and are considered delinquent after October 15 of the same calendar year. 

Property taxes are accrued or deferred, as applicable, in accordance with guidelines issued by the 

Arkansas Department of Education (ADE), which were effective beginning with the fiscal year ended 

June 30, 2006. Arkansas law defines revenue receipts of a school district and includes 40% of the 

proceeds of local taxes which are not pledged to secure bonded indebtedness or 40% of the revenue 

from the uniform rate of tax whichever is greater collected in the succeeding calendar year, commonly 

known as 40% pullback, within that definition. The ADE has determined that school districts must 

utilize the 40% pullback amount, as calculated by the ADE and reflected on the respective county's 

abstract of assessments, in recording property tax revenue as follows: 

• If the amount of 40% pullback collected by June 30th is less than the calculated 40% pullback 

amount, the difference must be accrued; 

• If the amount of 40% pullback collected by June 30th is more than the calculated 40% pullback 

amount the excess must be recorded as deferred taxes. 

Amendment no. 74 to the Arkansas Constitution established a uniform minimum property tax millage 

rate of 25 mills for maintenance and operation of public schools. Ark. Code Ann. § 26-80-101 

provides the uniform rate of tax (URT) shall be assessed and collected in the same manner as other 

school property taxes, but the net revenues from the URT shall be remitted to the State Treasurer and 

distributed by the State to the county treasurer of each county for distribution to the school districts in 

that county. For reporting purposes, URT revenues are considered property taxes. 

G. Fund Balance Classifications 

1. Restricted fund balance - represents amounts that are restricted to specific purposes when 

constraints placed on the use of resources are either (a) externally imposed by creditors (such 

as through bond covenants), grantors, contributors, or laws or regulations of other 

governments; or (b) imposed by law through constitutional provisions or enabling legislation. 

2. Assigned fund balance - represents amounts that are constrained by the District's intent to be 

used for specific purposes, but are neither restricted nor committed. 

3. Unassigned fund balance - represents amounts that have not been assigned to other funds 

and that has not been restricted, committed, or assigned to specific purposes within the 

general fund. This classification can also include negative amounts in other governmental 

funds, if expenditures incurred for specific purposes exceeded the amounts restricted, 

committed, or assigned to those purposes. 

-14-



OUACHITA RIVER SCHOOL DISTRICT 

POLK COUNTY, ARKANSAS 

NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2011 

1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

H. Budget and Budgetary Accounting 

The District is required by state law to prepare an annual budget The annual budget is prepared 

on a fiscal year basis. The District does not prepare and submit amended budgets during the fiscal 

year. The State Department of Education's regulations allow for the cash basis or the modified 

accrual basis. However, the majority of the school districts employ the cash basis method. 

The District budgets intra-fund transfers. Significant variances may result in the comparison of 

transfers at the Statement of Revenues, Expenditures, and Changes in Fund Balances - Budget 

and Actual - General and Special Revenue Funds - Regulatory Basis because only interfund 

transfers are reported at the Statement of Revenues, Expenditures, and Changes in Fund 

Balances - Governmental Funds - Regulatory Basis. 

Budgetary perspective differences are not considered to be significant, because the structure of the 

information utilized in preparing the budget and the applicable fund financial statements is 

essentially the same. 

I. Stabilization Arrangements 

The District's Board of Education has not formally set aside amounts for use in emergency 

situations or when revenue shortages or budgetary imbalances arise. 

J. Minimum Fund Balance Policies 

The District's Board of Education has not formally adopted a minimum fund balance policy. 

K. Fund Balance Classification Policies and Procedures 

The Superintendent, in conjunction with other management and accounting personnel, is authorized 

to assign amounts to a specific purpose. The District's Board of Education has not adopted a formal 

policy addressing this authorization. 

The District's revenues, expenditures, and fund balances are tracked in the accounting system by 

numerous sources of funds. The fund balances of these sources of funds are combined to derive 

the District's total fund balances by fund. It is uncommon for an individual source of funds to 

contain restricted and unrestricted (committed, assigned, or unassigned) funds. The District does 

not have a policy addressing whether it considers restricted or unrestricted amounts to have been 

spent when an expenditure is incurred for purposes for which both restricted and unrestricted 

amounts are available. District personnel decide which resources (source of funds) to use at the time 

expenditures are incurred. For classification of fund balance amounts, restricted resources are 

considered spent before unrestricted. The District does not have a policy addressing which resources 

to use within the unrestricted fund balance when committed, assigned, or unassigned fund balances 

are available. When expenditures are incurred for purposes for which amounts in any of the 

unrestricted fund balance classifications could be used, committed amounts are reduced first, 

followed by assigned amounts, and then unassigned amounts. 
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OUACHITA RIVER SCHOOL DISTRICT 

POLK COUNTY. ARKANSAS 

NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2011 

1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

H. Budget and Budgetary Accounting 
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OUACHITA RIVER SCHOOL DISTRICT 

POLK COUNTY, ARKANSAS 

NOTES TO FINANCIAL STATEMENTS 

JUNE 30,2011 

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

L. Encumbrances 

The District does not utilize encumbrance accounting. 

M. Change in Accounting Principle 

The District adopted Governmental Accounting Standards Board (GASB) Statement no. 54, Fund 

Balance Reporting and Governmental Fund Type Definitions on July 1, 2010. GASB Statement 

no. 54 changed the classifications of governmental fund balances from reserved and unreserved to 

nonspendable, restricted, committed, assigned, and unassigned. 

CASH DEPOSITS WITH FINANCIAL INSTITUTIONS 

Cash deposits are carried at cost (carrying value). A comparison of the bank balance and carrying value is as 

follows: 

The above total deposits do not include cash on hand of $20. The above total deposits include certificates of 

deposit of $11,515 reported as investments and classified as nonparticipating contracts. 

ACCOUNTS RECEIVABLE 

The accounts receivable balance of $54,940 at June 30,2011 was comprised of the following: 

Governmental Funds 

Totals $ 3,863 $ 51.077 $ 54.940 
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