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January 12, 2016 

THE SCHOOL DISTRICT OF ESCAMBIA COUNTY 

75 North Pace Blvd. 
PENSACOLA, FL 32505 

PHONE 850/432-6121, FAX 850/469-6379 
http://www.escambia.k12.fl.us 

MALCOLM THOMAS, SUPERINTENDENT 

To the Honorable Members of the District School Board of Escambia County 
and the Citizens of Escambia County, Florida 

State law requires that all local governments publish after the close of each fiscal year a complete 
set of financial statements presented in conformity with accounting principles generally accepted in 
the United States of America (GAAP), and audited in accordance with auditing standards generally 
accepted in the United States of America. Pursuant to this requirement, we hereby issue the 
comprehensive annual financial report (CAFR) of the District School Board of Escambia County, 
Florida (District) for the fiscal year ended June 30, 2015. 

This report consists of management's representations concerning the finances of the District. 
Consequently, management asstlllles full responsibility for the completeness and reliability of all of 
the information presented in this report. To provide a reasonable basis for making these 
representations, management has established a comprehensive internal control framework that is 
designed both to protect the District's assets from loss, theft, or misuse and to compile sufficient 
reliable information for the preparation of the District's financial statements in conformity with 

· GAAP. The concept of reasonable assurance recognizes that the cost of a control should not 
exceed the benefits lilcely to be derived, and the evaluation of costs and benefits requires estimates 
and judgments by management. As management, we assert that, to the best of our knowledge and 
belief, this financial report is complete and reliable in all material respects. 

The District's financial statements have been audited by the independent public accounting firm, 
Moore Stephens Lovelace, P.A. The goal of the independent audit is to provide reasonable 
assurance that the fmancial statements of the District for tl1e fiscal year ended June 30, 2015, are 
free of material misstatement. The independent audit involved examining, on a test basis, evidence 
supporting the amounts and disclosures in the financial statements; assessing the accounting 
principles used and significant estimates made by management; and evaluating the overall financial 
statement presentation. The independent auditor concluded, based upon the audit, that there was a 
reasonable basis for rendering an unmodified opinion that the District's basic financial statements 
for the fiscal year ended June 30, 2015, are fairly presented io conformity with GAAP. The 
independent auditor's rep01t is presented as the first component of the financial section of this 
report. 

The iodependent audit of the financial statements of the District was part of a broader, federally 
mandated "Single Audit" designed to meet the special needs of federal granter agencies. The 
District is required to undergo an annual single audit in conformity with the provisions of the 
Single Audit Act of 1996 and the United States Office of Management and Budget (OMB) Circular 
A-133, Audits of States, Local Governments and Non--Prqfit Organizations. The standards 
governing Single Audit engagements require the independent auditor to report not only on the fair 
presentation of the financial statements, but also on the audited government's iotemal controls and 
compliance with legal requirements, with special emphasis on internal controls and legal 
requirements involving the administration of federal awards. A separate report related to this 
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single audit, including the schedule of expenditures of federal awards, findings, and independent 
auditor's report on the system of internal control and on compliance with applicable requirements 
will be issued by the auditors to satisfy the requirements of OMB circular A-133 and the Single 
Audit Act of 1996. 

This report includes all funds of the District, The Escambia County Public Schools Foundation for 
Excellence, Inc. (the Foundation), and chatter schools, which compiise the reporting entity. The 
Foundation is a separate not-for-profit corporation organized and operated as a dh-ect-support 
organization. The Foundation's purpose is exclusively educational and charitable for the 
constituents of Escambia County. Charter schools are public schools operating under performance 
contracts with the Distiict's governing board (Board). The Foundation and the applicable charter 
schools are included as discretely presented component units in the accompanying financial 
statements. 

GAAP requh-e that management provide a narrative introduction, overview, and analysis to 
accompany the basic financial statements in the forn1 of Management's Discussion and Analysis 
(MD&A). This letter of transmittal is designed to complement MD&A and should be read in 
conjunction with it. The Distiict's MD&A immediately follows the independent auditor's repmt. 

Profile of the District 

The District and its Board were created pursuant to Section 4, Article IX of the Constitution of the 
State of Floiida. The District is an independent taxing and reportiog entity managed, controlled, 
operated, administered, and supetvised by the District school officials in accordance with 
Chapter 1001, Florida Statutes. The Board consists of five elected officials responsible for the 
adoption of policies, which govern the operation of District public schools. TI1e elected 
Supetintendent of Schools (Supetintendent) is the executive officei· of the Board and is responsible 
for the administration and management of the schools within the applicable parameters of Floiida 
Statutes, State Board of Education (SBE) Rules, and Board policies. Tiie Superintendent is also 
specifically delegated the responsibility of maintaining a uniform system of records and accmmts 
for the Distiict by SBE Rule 6A-l .OO 1, Florida Administrative Code. 

The geographic boundaries of the Distiict are those of Escambia County. Duling the 
2014-15 fiscal year, the Distiict operated 61 schools, special centers, and other programs, including 
31 elementary schools, 9 middle schools, 7 high schools, 3 special centei·s, and 11 other programs. 
The District also has 8 charter schools that are component units of the Distiict. The Distiict also 
provides on-line learning opportunities through its virtual education offerings. 

The District receives the majoiity of its operating funds through a State funding fonnula that is 
intended to equalize ftmding received from the State and local property tax between districts within 
the State. Charter schools operating through a contract with the Distiict are provided with theiT 
proportionate share of these funds, based upon the number offttll-time equivalent students enrolled 
at the charter school. 

During the 2014-15 fiscal year, the Distiict provided general, special, vocational, and other 
education progran1s to 40,156 unweighted full-time equivalent students (UFI'E), a decrease of 15 
UFTE over the piior fiscal year (40,171). Based on forecasting models, the District projects its 
2015-16 student men1bership to further decrease in number to 40,044 UFTE which represents a 
decline of 112 UFTE. 

Afftrmative action/equal opportunity employer 
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For budgeting purposes, the Board follows procedures established by Florida Statutes and the State 
Board of Education mles in establishing and adopting annual budgets for each of the governmental 
fund types. 

Economic Condition and Outlook 

Escambia County, located in the northwestern part of the state, was established July 21, 1821 as a 
non-charter government when the Provisional Governor Andrew Jackson signed an ordinance 
malting the County one of the first two counties in Florida, the other being St. John's County. 
There are two municipalities within the County, the City of Pensacola, which is the County seat, 
and theTownofCentmy. 

Escambia County encompasses approximately 661 square miles, or 420,480 acres, with an 
additional 64,000 acres of water area and serves a population of approximately 306,000. The 
population has increased by approximately 2.5 percent over the last ten years. The statewide 
increase during that period has been close to 18 percent. The Escambia county unemployment rate 
has decreased from6.0 percent a year ago to 5.7 percent in June 2015. 

State sales tax revenues have stabilized from the economic downturn of the last several fiscal years 
as is reflected in a 6.9 percent increase in local receipts over the 2013"14 fiscal year. In addition, 
school taxable property values in Escambia County grew 4.3 percent over the same period. 

Total education funding increased $215 per UFTE (3.3 percent) over the prior 2013"14 fiscal year 
mainly due to a 7.5 percent increase in the Base Student Allocation (BSA). The BSA is set by the 
state legislature and is the starting point foi· the total formula funds calculation generated through 
the Florida Education Finance Program (FEFP). 

The District's General Fund balance decreased in the 2014,15 fiscal year as the District utilized 
plmmed reserves to offset certain expenditures and to compensate for a proration in state FEFP 
revenue. The statewide proration of funds was due to unexpected growth in the state's student 
population and effectively reduced the District's FEFP revenue by $1.5 million. The District's 
General Fund fmancial condition ratio of 12.8 percent remains well above the 3.5 percent 
benchnl!lrk required by Board Policy. 

Major Initiatives 

Section 212.055(6), Florida Statutes authorizes local school boards to levy a one,half cent School 
Capital Outlay Sales Surtax (sales surtax) and the Escambia County School District is in the eight 
year of a ten year referendum. One hm1dred percent of the District's sales tax funds are used for 
new constmction, renovations, and certain retrofit projects for its school facilities. 

In the November 2014 general election, the District won an early renewal of its sales tax 
referendum for another ten year period. Accordingly, the School Board passed a resolution in the 
spring of 2015 to issue Sales Tax Revenue Bonds in the amount not exceeding $75 million for the 
purpose of constructing a new middle school on the west side of the county. Debt service period 
on the bonds will include the remaining years on the current ten year referendum and the full ten 
years available on the renewal period. 

The new constmct is intended to relieve overcrowding at other middle schools and once completed 
will set up a series of facility upgrades at other school locations. Addressing these issues will 
prepare for certain schools to swap campuses according to a strategic master plan designed to 

Affinnative actlou/equal opportunity employer 
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address the District's shifting and growing population in addition to improving important but aging 
school facilities. 

Financial Information Policies 

Internal Controls Management of the Disttict is responsible for establishing and maintaining 
internal controls designed to ensure that the assets of the District are protected from loss, theft or 
misuse and to ensure that adequate accounting data are compiled to allow for the preparation of 
financial statements in conformity with GAAP. Jntemal control is designed to provide reasonable, 
but not absolute, assurance that these objectives are met. The concept of reasonable assurance 
recognizes that: (1) the cost of a control should not exceed the benefits likely to be detived; and (2) 
the valuation of costs and benefits requires estimates and judgments by management. 

Budgetary Controls The District maintains budgetazy controls, the objective of which is to ensure 
compliance with legal provisions embodied in the annual appropriated budget approved by the 
Board. Activities of all govenll!lental fund types are included in the annual appropriated budget. 
The level of budgetary control (that is the level at which expenditures cannot exceed the 
approp1iated amount) is established at the object level. 

Budgetary information is integrated into the accounting system and to facilitate budgetary control, 
budget balances are encumbered when purchase orders are issued. Appropriations lapse at fiscal 
year-end and encwnbrances outstanding are honored from the subsequeot fiscal year's 
appropriations. In order to provide budgetazy control for salaries, the District utilizes a centralized 
position control system. On an annual basis, the Board adopts a District staffing plan that 
establishes teacher positions based generally on student populations served. Additionally, support 
and administrative positions are created based on established ctiteria. 

Long-Term Financial Planning 

General Operating School Board policy requires General Fund combined assigned and 
unassigi1ed reserves to be maiutaiued at no less than an amount equal to 3 .5 percent of General 
Fll!ld revenue. For the 2014-15 fiscal year this amount totaled $37,006,970 or 12.75 percent. 

The District's financial objectives for general operating revenue may be surnmadzed as follows: 
(1) provide for adequate classroom resources and operational support to accomplish cuniculum and 
instructional goals, (2) provide for competitive salary and benefits program for all employees, and 
(2) maintain adequate ftmd balance consistent with-School Board policy. 

Facilities The District cmrnntly benefits from a ten year, 0.5 percent school capital outlay sales 
surtax authorized under Section 212.055(6), Florida Statutes. This ten year levy is in effect until 
December 31, 2017 and is the source of funds for nearly all new construction and major remodel 
and renovation projects. In November 2014, the voters of Escambia County approved an early 
renewal referendum for another ten year extension beginning Janmny 1, 2018 and ending 
December 31, 2027. 

The Board has approved a resolution to issue sales tax- revenue bonds iu accordance with the 
proceeds collected over the remaining cmTent levy and the projected proceeds collected from the 
ten year extension. These bonds will finance a new middle school and the 
remodel/renovation/repurpose of several existing school facilities. 
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The preparation of this Report on a timely basis was made possible by the dedicated service of the 
entire staff of the Finance department. Each member of the department has OUJ' sincere appreciation 
for the contributions made in the preparation of this rep01t. 

In closing, we would like to thank the members of the Board for their leadership and support in 
planning and conducting the financial operations of the District. 

Respectfully submitted, 

Malcolm Thomas 
Superintendent of Schools 

Terry St. Cyr, CPA 
Assistant Superintendent -Finance and 
Business Services 

~P7~ 
Debbie Fussell, CPA 
Director of Accounting Operations 
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