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Signature of Board President

If the Board of Trustees disapproved of the auditor’s report, the reason(s) for
disapproving it is (are):



~
B




INTRODUCTORY SECTION



~
B




Name

Tammy Richards
President

Nancy Humphrey
Vice President

Marilyn Hinton
Secretary

Missy Bender
Trustee

Carolyn Moebius
Trustee

Michael Friedman
Trustee

David Stolle
Trustee

Name

Dr. Douglas Otto

Dr. Cathy Galloway

Jim Hirsch

Richard Matkin

Patty Meyer

Karla Oliver

BOARD OF TRUSTEES

Length of Term Expires Occupations
Service

1 Year May 2013 Associate Dean — SMU School
of Engineering

1 Year May 2013 Public and Contract Accountant

2 Years May 2013 Community Volunteer

5 Years May 2013 Community Volunteer

1 Year May 2013 Veterinary Hospital
Administrator

Newly May 2015 Senior Vice President

Elected Retail Brokerage Services

Newly May 2015 Attorney

Elected

ADMINISTRATIVE OFFICIALS

Position

Superintendent
*total school district experience 39 years

Associate Superintendent for District Services

Associate Superintendent for Academic and
Technology Services
*total school district experience 36 years

Associate Superintendent for Business
Services
*total school district experience 36 years

Associate Superintendent for Campus Services
*total school district experience 38 years

Executive Director, Government and
Community Relations
*total school district experience 21 years

Length of
District Service
16 Years*

25 Years

13 Years*

10 Years*

25 Years*

7 Years*



Internal Auditor
(Jenna Isensee)

Board of Trustees

Superintendent of Schools
(Dr. Doug Otto)

Executive Assistant
(Denise Gillespie)

Associate Superintendent
Business Services
(Richard Matkin)

Associate Superintendent
District Services
(Dr. Cathy Galloway)

Exec. Director

Financial Services
(Linda Madon)

Exec. Director
Human Resources
(Tamira Griffin)

(Patty Meyer)

Associate Superintendent
Campus Services

Associate Superintendent
Academic & Technology
Services
(Jim Hirsch)

Executive Director
Community & Govt.
Relations
(Karla Oliver)

Exec. Director Instr.
Technology

Exec. Director

Auxiliary Services
(Richard Butler)

Director
Security
(Joe Parks)

(Mary Hewett)

Exec. Director Exec. Director
Elementary Secondary
Administration Administration
(Susan (Susan Modisette)
Dantzler)
Secondary
Elementary Principals
Principals

Director Facility

Services
(Juan Ramos)

Services
(Mark Allen)

Exec. Director
Student & Family

Director
Athletics

(Gerald Brence)

Exec. Director
Tech. Operations
(Dan Armstrong)

Exec. Director
Secondary Academic
Services
(Dr. Jim Wussow)

Exec. Director
Elem. Academic Svcs.
(Jayne Cantwell)

Director Assessment &
Accountability
(Dash Weerasinghe)




Teamwork for Excellence

o

PLANO

Independent School District

October 27, 2011

Board of School Trustees

Plano Independent School District
2700 W. 15th Street

Plano, Texas 75075

Members of the Board:

The Comprehensive Annual Financial Report (CAFR) of the Plano Independent School District
(District) for the year ended June 30, 2011, is submitted herewith. This report was prepared by the
District’'s Financial Services Department. Responsibility for both the accuracy of the presented
data and the completeness and fairness of the presentation, including all disclosures, rests with the
District. We believe the data, as presented, is accurate in all material aspects; that it is presented
in a manner designed to fairly set forth the financial position and the results of operations of the
District as measured by the financial activity of its various funds; and that all disclosures necessary
to enable the reader to gain an understanding of the District's financial activities have been
included. This report includes all funds of the District. The District discusses in greater detail its
financial position in the narrative, introduction, overview and analysis sections of the Management'’s
Discussion and Analysis (MD&A).

The CAFR for the year ended June 30, 2011 is presented in conformance with the 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.

GOVERNANCE

The governance of the District is overseen by a seven-member board of trustees (Board) that are
elected by the citizens. Each member is elected to a three-year term with the elections being
staggered so that not all positions are voted on during the same year. See page i for a listing of the
present members of the Board along with the administrative officials who are appointed by the
Board.

Regular action meetings are scheduled the first Tuesday of the month and are held in the District’s
Administration Building. Regular work sessions are scheduled the third Tuesday of the month and
are held at the District’s staff development training center, the Sockwell Center. Special meetings
are scheduled as needed and announced in compliance with public notice requirements.

The Board has final control over local school matters limited only by the state legislature, by the
courts and by the will of the people as expressed in School Board elections. Board decisions are
based on a majority vote of a quorum of the Board.

In general, the Board adopts policies, sets direction for curriculum, employs the superintendent and
oversees the operations of the District and its schools. Besides general Board business, trustees
are charged with numerous statutory regulations, including appointing the tax assessor/collector,
calling trustee and other school elections and canvassing the results, organizing the Board and
electing its officers. The Board is also responsible for setting the tax rate, setting salary schedules,
and acting as a board of appeals in personnel and student matters, confirming recommendations
for textbook adoptions, and adopting and amending the annual budget.



The Board has responsibilities and control over all activities related to the public school education
within its geographic boundaries. Even though there is considerable association between such
other entities as the Collin County Tax Office and the Collin County Central Appraisal District, this
report is restricted only to the actual activities of the District.

The Board solicits and evaluates community input and support concerning school policies.
MISSION
The District is a public school system whose adopted mission is:

“. . .to provide an excellent education for all students.”

To accomplish its mission, the District provides a full range of educational services appropriate to
grade levels ranging from pre-kindergarten through grade 12. These include regular and enriched
academic education, special education for handicapped children, career education and special
programs for those with limited English proficiency. These programs are supplemented by a wide
variety of co-curricular offerings, including those in fine arts and athletics. The District’s curriculum
is well-defined for the purpose of preparing students early for college readiness. The participation
rate of PISD students in Advanced Placement/International Baccalaureate ranks among the
highest in the state and nation. PISD students’ performance on these exams gives them a
competitive edge for college admission and college success.

As reflected in the District's mission statement, activities of the District focus on learning
opportunities for students. The District is providing educational services to over 55,735 students in
state of the art facilities that include three early childhood schools for pre-kindergarten age
students, 44 elementary schools, 22 secondary school programs and two special program centers.
The District has long maintained the philosophy of renovating its schools every 20 to 25 years to
ensure that all facilities continue to meet new building standards as well as curriculum and
technology requirements.

ECONOMIC CONDITIONS AND OUTLOOK

Situated in the heart of north Texas, and as an integral part of the Dallas/Fort Worth Metroplex, the
City of Plano enjoys easy access to major transportation and shipping hubs in air, rail and trucking
to any destination in the United States. A significant factor in the growth of the City’s economic
base is the addition, expansion and retention of numerous corporate and regional headquarters.
Plano is home to more than 6,000 businesses, including global corporate headquarters and
technology-related companies, and a large retail environment including two major shopping
centers. HP Enterprise Services, formerly Electronic Data Systems, J.C. Penney Co., Frito-Lay
Inc., Dr. Pepper Snapple Group, Alcatel USA, Bank of America Home Loans, and Ericsson all call
Plano home. The combined effects of population, income, employment and residential growth
along with increased industrial, commercial and retail development, have ensured the continuance
of growth during the past several years.

The Texas Economic Development Act amended the Texas Tax Code in 2001 to allow businesses
to apply for appraised value limitation on qualified property for economic development, making the
state more attractive for large-scale projects. Texas Instruments (TI) made application to the
District for approval of this limitation in November 2003. The District entered into a Texas
Economic Development Act Participation Agreement with Tl in February 2004. The construction of
the Texas Instruments $3 billion semiconductor manufacturing facility located near the southern
border of Plano ISD is complete. The facility opened in October 2009. The benefits associated with
the construction of this plant in Plano ISD and Collin County are estimated to be as large as 2.8
billion dollars in assets. In conjunction with the construction of this facility, Plano ISD along with
other higher education entities in the area, have formed the High Technology Education Coalition
of Collin County. The collaboration between the entities in the coalition will provide internships and
increase scholarship opportunities for students and professional development opportunities for
teachers.



The East section of the District continues to experience the most growth. The District’s latest multi-
year bond program was successfully approved by the voters in May 2008. Approval of $490
million will provide funding for four new schools, 20-year renovations, additions and expansions,
system and compliance for several facilities and district wide technology initiatives and capital
improvements. This multi-year bond program will impact every child and school in Plano ISD. The
first bond sale on the authorization was dated November 14, 2008 with the second sale taking
place near the end of 2009. As of June 30, 2011, $172,470,000 of the bonds were authorized, but
not issued. The District had several active construction projects as of June 30, 2011. Projects
included new school construction, additions to buildings and renovation of existing facilities.

During fiscal year 2011, the District purchased a building for use as an Academy. Construction was
completed for renovation of Vines High School, Clark High School, Guinn Special Programs
Center Transportation facility and concession building at Clark Field. The new Otto Middle School
was completed as well as building additions at Plano East Senior High and Forman Elementary.
HVAC upgrades were completed at four campuses along with new roofs at three other campuses.
Additional lighting upgrades flooring projects were also completed.

Since the 1970s, the State of Texas has been involved with lawsuits challenging the system of
financing public schools. In 1987, the courts declared the system unconstitutional according to
standards of the Texas Constitution. The ruling focused not only on operating revenues and
expenditures, but also on facilities and capital financing. In the ensuing years, the Legislature has
tried to remain a step ahead of the courts, but has had several efforts at satisfying the requirements
of the Constitution found unconstitutional. In 1992, the Supreme Court of Texas found Senate
Bill 351, passed by the Legislature in 1991, to be unconstitutional in that it imposed a statewide
property tax by creating “county education districts” (CEDs). The Texas Constitution prohibits a
state property tax. Following this ruling, the Legislature called a referendum to constitutionalize the
provisions of Senate Bill 351 and the CEDs. The voters of the state turned down the referendum
issues, with 63% saying no. The next effort at meeting the tests of equity, Senate Bill 7, passed by
the Texas Legislature in 1993, was challenged by property-poor school districts as well as
property-wealthy districts. Points litigated include the equity issue, the capital financing issues, and
issues of adequacy and suitability. The Texas Supreme Court ruled, in January 1995, that the law
was constitutional at the time, but could become unconstitutional unless changes were made in the
law over the next several years.

Senate Bill 7 mandated that all districts having a wealth per student based on the weighted
average daily attendance (WADA) exceeding $280,000 must give up that excess wealth in one of
several manners: (1) consolidation with a property-poor district such that the combined wealth is
less than $280,000 per WADA,; (2) tax base consolidation with a property-poor district such that the
combined wealth is less than $280,000 per WADA, (3) purchase of attendance credits from the
State to reduce the wealth to less than $280,000 per WADA; (4) purchase of attendance credits
from a property-poor district to reduce the wealth to less than $280,000 per WADA; or
(5) disannexation of property from a property-wealthy district to reduce the wealth to less than
$280,000 and attachment of that property to a property-poor district.

In 1995, the Texas Legislature passed Senate Bill 1, which rewrote the entire Texas Education
Code. This new law made very few changes to the school financing provisions. During the 1997
legislative session, the Texas Legislature revised the formula for calculating the recapture amount
to exclude taxes collected for debt service from the calculation. The voters approved an additional
$10,000 homestead exemption in August 1998. The 1997 legislation included provisions in the
revised recapture calculation to hold the District harmless from any lost tax revenues caused by the
loss in taxable value due to the increased homestead exemption.

In the 1999 legislative session, the Texas Legislature passed House Bill 4. This new law increased
the wealth per WADA that districts may retain to $295,000. This $15,000 increase in wealth per
weighted student represents the first increase since Senate Bill 7 was enacted in 1993. This
minimal adjustment to the wealth per weighted student provided some relief to the District
regarding its equalization efforts.



During the 2001 legislative session, the Texas Legislature passed House Bill 3343. This new law
increased the wealth per WADA that districts may retain to $300,000 for 2001-02 and to $305,000
for 2002-03. During the legislative session the Legislature agreed to name an interim committee
following the session to study public school finance in Texas. In September 2001, the Lieutenant
Governor and Speaker of the House appointed this committee. The committee was charged with
conducting a comprehensive review of the structure of the Texas public school finance system,
including facilities and transportation issues, the method used to fund public schools, and the
criteria used to determine state payments to school districts. The legislative leaders also instructed
the committee to carefully consider all of the equity issues that govern public school finance and
fully examine all of the revenue resources for funding public schools, including the state’s property
tax system.

The Joint Select Committee on Public School Finance completed its review of the Texas public
school finance system in 2002. However, the committee failed to come to a consensus and make
a recommendation to state officials. The decision was left for Legislators to address in the 2003
legislative session. The regular session of the Texas Legislature ended June 2, 2003. The
legislation passed during the regular session that addressed the school finance system left the
current funding structure in place. The Texas Governor called a special session of the Legislature
that convened April 20, 2004 to consider changes to the Texas public school finance system. The
special session ended without the enactment of new school finance legislation.

On April 9, 2001 four districts filed a suit now known as the West Orange case that challenged the
Texas school finance system on the basis that it effectively forced school districts to levy
maintenance and operation taxes at the maximum rate of $1.50 per $100 assessed value, thereby
resulting in an unconstitutional statewide ad valorem tax. Initially, the trial court in West Orange
dismissed the suit stating that the plaintiffs had failed to establish that a sufficient number of school
districts were levying the maximum tax rate of $1.50 in an effort to provide an accredited education
and that the $1.50 statutory cap did not constitute a statewide property tax. Upon appeal, the
appeals court affirmed the trial court’s ruling. On May 29, 2003 the Texas Supreme Court reversed
the lower courts and remanded the case back to the trial court for further proceedings. On
September 15, 2004 the trial court ruled on remand that the State’s school finance system: (1) fails
to provide an adequate suitable education as required by the State Constitution; (2) forces certain
school districts in the State to levy an ad valorem tax at the $1.50 statutory cap on maintenance
and operations tax rate, therefore violating the State constitution’s proscription against a statewide
ad valorem tax; and (3) is neither financially efficient nor efficient in the sense of providing for the
mandated adequate education nor the statutory regime of accreditation, accountability and
assessment. The judge further stated that he intends to enter an injunction on approximately
October 1, 2004 that State funding of public schools cease unless the State legislature conforms
the State school finance system to meet State constitutional standards, with the effective date of
the injunction to be one year from the date the injunction order is entered. The Texas Attorney
General immediately announced that his office would appeal the trial court’s ruling directly to the
Texas Supreme Court. After the failure of the 79th regular Legislative Session and two subsequent
special sessions to enact legislation addressing the constitutional issues identified in the final
judgment entered by the District Court, the court’s ruling was appealed to the Texas Supreme
Court in June 2005. The Texas Supreme Court ruling in October 2005 upheld the trial court’s ruling
on points one and two stated above. Although the Texas Supreme Court noted significant
deficiencies in the system, it did not declare it to be unconstitutional at this time. The results of the
Texas Supreme Court ruling required the Legislature to significantly alter the Texas system of
school finance. The Court established a deadline of June 1, 2006 by which the Legislature had to
restore meaningful local discretion to school districts or the State funding system to school districts
would cease to operate. The special session called by the Governor which convened on April 17,
2006 was the sixth attempt in three years by the Legislature to address school finance and tax
policy issues.

This time the Legislature did take action and met the June deadline imposed by the Texas
Supreme Court. House Bill | was passed by the Legislature with its primary focus on property tax
relief. Some additional financial capacity was available in the 2006-07 school year for districts.
However, no long term stable revenue source was created for public education. House Bill 1
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provided for the reduction of maintenance and operating taxes by $0.17. Districts reducing the tax
rate by this amount were guaranteed the better of their 2005-06 or 2006-07 state aid and local tax
revenue. For the 2007-08 school year, districts were required to reduce the maintenance and
operating tax rate by an additional $0.33 to a rate of $1.00 per hundred dollars of taxable value.
Districts could access four cents of additional tax rate capacity for enrichment during these two
years. An additional $0.02 of tax capacity became available in 2008-09, but requires voter
approval. House Bill 1 also provided for a $2,000 net pay increase for teachers, counselors,
nurses and librarians effective for 2006-07. The bill established a high school allotment of $275 per
average daily attendance (ADA), incentive pay programs for campuses in 2006-07 and incentive
pay programs for both teachers and campuses in 2007-08. The bill also contained significant
changes to accountability for campus performance and financial accountability along with a host of
new efficiency measures including instructional spending targets, as well as a uniform school start
date for the fourth Monday in August to be effective in 2007. The 80th Legislature concluded its
work in early June 2007. During the 81st Legislative Session, which concluded in June 2009,
Education continued to receive significant legislative attention. There were two key bills from this
session with significant impact on public schools in Texas. House Bill 3 on Accountability, both
academic and financial, implements significant new standards for the State and local districts. New
players, new criteria and new electronic submission systems are all included with the passage of
this legislation. The key bill addressing school finance, House Bill 3646, included provisions that
significantly increased the equalized wealth level to $476,500 for the 2009-10 year, guaranteed a
minimum gain per weighted average daily attendance (WADA) for local districts of $120 in
revenues available, provided pay raise provisions to be the greater of $800 per eligible employee
or a higher uniform increase based on receiving $60 per WADA. The Legislature chose to use $3.2
billion in federal American Recovery and Reinvestment Act (ARRA) stabilization funds to cover
shortfalls in the foundation school program to fund school finance changes passed as part of HB
3646. This action required local districts to apply through the federal grant application process to
receive millions of what was previously part of their state revenue from federal sources. The 82nd
Legislative session and special session ending on June 27, 2011 proved to be one of the most
challenging sessions ever for the Legislature and public education in Texas. Senate Bill 1 resulted
in all Texas public school districts seeing an average reduction of 5.6% in state funding for the
2011-12 year compared to the previous school finance legislation. An additional average reduction
of 5.4% will be effective for the 2012-13 year. Equalization provisions remain a part of the newly
passed school finance legislation, but at a reduced level due to the decrease in the maintenance
and operating tax rate and the increase in the equalized wealth level. Cumulatively, since the
inception of these equalization efforts, the District has purchased over $1.2 billion in attendance
credits from the State and other districts within the State. Since the 1993-94 fiscal year, $4.91
cumulative of the local maintenance and operating tax rate has been levied, but recaptured by the
State. The District has seen its recapture payment increase from $10.4 million in 1993-94 to a
peak of $136 million for the 2005-06 year. Under House Bill I, the reduced maintenance and
operating tax rate in place since fiscal year 2007 and the increase in the equalized wealth level has
resulted in a reduction in the recapture payment to the current year level of $29.2 million.

The District’s financial planning for 2012 considered the impact of the new legislation passed as
part of Senate Bill 1 when the General Fund budget for 2012 was prepared for adoption.
Reductions in State revenue along with an increase in the purchase of attendance credits from the
State required the District to evaluate all areas of spending across all functional responsibilities as
part of the budget adoption process for fiscal year 2012. The budget for 2012 includes a
reorganized executive level staff with a new reporting structure. Reductions in staff were seen
across all schools and departments. No raise was included for any staff members. On average
the General Fund budget was reduced by 6% in each functional area. The District has accessed
the full four cents of additional tax rate capacity available without approval by the voters. The Board
of Trustees is required to adopt a final budget by no later than the close of the fiscal year, June 30.
Annual budgets for the General Operating Fund, Debt Service Fund and Food Service Fund were
adopted by the Board of Trustees on June 14, 2011. The budget is prepared by fund and function.
Site based decisions are made throughout the year as campuses and departments manage their
budgets. Budget transfers between functions, however, require approval from the Board of
Trustees. The District operates a tightly controlled budget in all areas of operation while
maintaining a high quality educational program.
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For additional information about the financial status of the District, readers should refer to
Management’s Discussion and Analysis section of this report.

OTHER INFORMATION
Controls

An internal control structure that has been designed, managed and maintained by the District is in
place to ensure the District's assets are protected from loss, theft and misuse, and to ensure that
accurate accounting data is compiled in the preparation of financial statements in conformity with
Generally Accepted Accounting Principles (GAAP). The internal control structure is designed to
provide reasonable, but not absolute, assurance that these objectives are met.

Independent Audit

State law and District policy require an annual audit of the accounts and financial records of the
District by independent certified public accountants selected by the Board of Trustees. Weaver
has issued an unqualified opinion on the financial statements of Plano Independent School District
for the year ended June 30, 2011. The independent auditors’ report has been included in this
report at the front of the financial section.

Awards

In 1999, the 76th Texas Legislature, approved legislation requiring the commissioner of education
in consultation with the comptroller of public accounts to develop a rating system for school district
financial accountability. The 77th Texas Legislature in 2001 subsequently adopted rules for the
implementation and administration of the financial accountability rating system known as School
FIRST, Financial Integrity Rating System of Texas. The financial accountability rating system
benefits the public by having in place a system to ensure that school districts will be held
accountable for the quality of their financial management practices and achieve improved
performance in the management of their financial resources. Plano Independent School District
has received a Superior Achievement rating since the implementation of the rating system in the
2001-02 year.

The Government Finance Officers Association of the United States and Canada (GFOA) awarded
a Certificate of Achievement for Excellence in Financial Reporting to the Plano Independent School
District for its Comprehensive Annual Financial Report for the fiscal period ended June 30, 2010.
This was the twenty-eighth consecutive year that the District has received this prestigious award.

In order to be awarded a Certificate of Achievement, a governmental unit must publish an easily
readable and efficiently organized comprehensive annual financial report, whose contents conform
to program standards. Such reports must satisfy both generally accepted accounting principles
and applicable legal requirements.

A Certificate of Achievement is valid for a period of one year only. We believe our current report
continues to conform to the Certificate of Achievement Program requirements. We are submitting
the current report for the year ended June 30, 2011 to GFOA to determine its eligibility for another
certificate.
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INDEPENDENT AUDITOR’S REPORT

Board of Trustees
Plano Independent School District
Plano, Texas

We have audited the accompanying financial statements of the governmental activities,
business type activities, each major fund, and the aggregate remaining fund information of the
Plano Independent School District (the District) as of and for the year ended June 30, 2011,
which collectively comprise the District’s basic financial statements as listed in the table of
contents. These financial statements are the responsibility of the District's administration. Our
responsibility is to express an opinion on these basic 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
basic financial statements are free of material misstatement. An audit includes examining, on a
test basis, evidence supporting the amounts and disclosures in the basic financial statements.
An audit also includes assessing the accounting principles used and significant estimates made
by management, as well as evaluating the overall basic financial statement presentation. We
believe that our audit provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the respective financial position of the government activities, business type activities, each
major fund, and the aggregate remaining fund information of the District as of June 30, 2011,
and the respective changes in financial position and the cash flows, where applicable, thereof,
for the year then ended in conformity with accounting principles generally accepted in the United
States of America.

In accordance with Government Auditing Standards, we have also issued our report dated
October 27, 2011, on our consideration of the District's internal control over financial reporting
and 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 the testing,
and not to provide an opinion on the internal control over financial reporting or on compliance.
That report is an integral part of an audit performed in accordance with Government Auditing
Standards and should be considered in assessing the results of our audit.

The accompanying management's discussion and analysis and the budgetary comparison
schedule-general fund as listed in the table of contents are not a required part of the basic
financial statements but are supplementary information required by the Governmental
Accounting Standards Board. We have applied certain limited procedures, which consisted
principally of inquiries of management regarding the methods of measurement and presentation
of the required supplementary information. However, we did not audit the information and
express no opinion on it.

AN INDEPENDENT WEAVER AND TIDWELL LLP DALLAS
MEMBER OF BAKER TILLY CERTIFIED PUBLIC ACCOUNTANTS AND CONSULTANTS 12221 MERIT DRIVE, SUITE 1400, DALLAS, TX 75251
INTERNATIONAL WWW.WEAVERLLP.COM P:(972) 490 1970 F:(972) 702 8321
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Our audit was conducted for the purpose of forming an opinion on the financial statements that
collectively comprise the District’s basic financial statements. The accompanying schedule of
expenditures of federal awards is presented for purposes of additional analysis as required by
U.S. Office of Management and Budget Circular A-133, Audits of States, Local Governments,
and Non-Profit Organizations, and in addition to the combining and individual fund statements
and schedules, and the required TEA schedules listed in the table of contents, are not a
required part of the basic financial statements. Such information has been subjected to the
auditing procedures applied in the audit of the basic financial statements and, in our opinion, is
fairly stated in all material respects in relation to the basic financial statements taken as a whole.

Wiy cmil i =Lr

WEAVER AND TIDWELL, L.L.P.

Dallas, Texas
October 27, 2011



PLANO INDEPENDENT SCHOOL DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JUNE 30, 2011
(Unaudited)

Our discussion and analysis of Plano Independent School District's (the “District”) financial performance
provides an overview of the District’s financial activities for the year ended June 30, 2011. It should be read
in conjunction with the District’s financial statements.

FINANCIAL HIGHLIGHTS

The District’s net assets as presented on the government-wide Statement of Net Assets exceeded liabilities
by $235,659,537. The net assets of the District increased by $33.7 million during the year ended June 30,
2011.

The District's governmental funds financial statements reported combined ending fund balance of
$285,315,422. Of this amount, $2,894,867 is nonspendable with $2,181,605 assigned in the general
operating funds while $147,394,102 is unassigned in the General Operating Fund and is available for
spending at the District’s discretion. Fund balance of $118,416,347 is restricted for use by the Debt Service
Fund and Capital Projects Fund. The Special Revenue Funds have a fund balance of $14,428,501 that is
either restricted or committed with a small amount in the nonspendable inventory classification.

On May 10, 2008, the District held a successful bond election with voters approving $490 million in
authorized new bonds. Bonds have been issued twice against this authorization. No new bonds were
issued against this authorization during fiscal year 2011. Bonds authorized and not issued as of June 30,
2011 are $172,470,000. Series 2010 Refunding Bonds in the amount of $108,815,000 were issued in
November 2010 to refund portions of the Series 2001, 2002 and 2003 bonds.

During fiscal year 2011, the District purchased a building for use as an Academy. Construction was
completed for renovation of Vines High School, Clark High School, Guinn Special Programs Center,
Transportation Facility and Concession Building at Clark Field. The new Otto Middle School was completed
as well as building additions at Plano East Senior High and Forman Elementary. Lighting upgrades were
completed at Plano West Senior High resulting in more efficient energy usage. HVAC improvements were
made at Jasper, Robinson, Bowman and Barron Elementary School. Barksdale Elementary, Bird Center and
Robinson Middle School all received a new roof. Lastly, Bowman Middle School had restroom improvements
and the flooring project at Haun Elementary was completed.

OVERVIEW OF THE FINANCIAL STATEMENTS

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

Government-Wide Financial Statements

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

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



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

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

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

Fund Financial Statements

The District uses fund accounting to monitor specific sources of funding and spending for particular
purposes. The fund financial statements provide more detailed information about the District's most
significant funds—not the District as a whole.

e Some funds are required by State law and by bond covenants.

e The Board of Trustees establishes other funds to control and manage money for particular purposes
or to show that it is properly using certain taxes and grants.

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

Governmental funds are used to account for essentially the same functions reported as governmental
activities in the government-wide financial statements. Most of the District's activities are included in
governmental funds, which focus on (1) how cash and other financial assets that can readily be converted to
cash flow in and out, and (2) the balances left at year end that are available. However, unlike the
government-wide financial statements, governmental fund financial statements provide a detailed short-term
view that helps determine whether there are more or fewer financial resources that can be spent in the near
future to finance the District’'s programs. Because this information does not encompass the additional long-
term focus of the government-wide statements, we provide additional information on the subsequent page
that explains the relationship (or differences) between them. Information is presented separately in the
governmental fund balance sheet and in the governmental fund statement of revenues, expenditures, and
changes in fund balances for the General Fund, Debt Service Fund and the Capital Projects Fund, which are
considered to be major funds. Data from all other Special Revenue funds is in the Other Funds column and
is presented as a non-major governmental fund on the same statements.

Proprietary funds are used to account for operations that are financed similar to those found in the private
sector. These funds provide both long- and short-term financial information. The District maintains two
types of proprietary funds. Enterprise funds are used to report the same functions presented as business-
type activities in the government-wide financial statements. The District uses enterprise funds to account for
its concession service, after school care, employee childcare and photography. Internal service funds report
activities that provide services for the District's other programs and activities, i.e., health insurance, workers’
compensation, property insurance, unemployment benefits and print shop. Because these services
predominately benefit governmental rather than business-type functions, they have been included within
governmental activities within the government-wide financial statements.

Fiduciary funds are used to account for assets held by the District in a trustee capacity or as an agent for
individuals, private organizations and/or other funds. The District is responsible for ensuring that the assets
reported in these funds are used for their intended purposes. All of the District's fiduciary activities are
reported in a separate statement of fiduciary net assets. We exclude these activities from the District's
government-wide financial statements because the District cannot use these assets to finance its operations.



Notes to the Basic Financial Statements

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

Other Information

In addition to the basic financial statements and accompanying notes, this report also presents certain
required supplementary information that further explains and supports the information in the financial
statements. Immediately following the required supplementary information, combining statements are
included for the nonmajor special revenue funds, the enterprise funds, the internal service funds and the
agency funds.

The remainder of this overview section of management’s discussion and analysis explains the structure and
contents of each of the statements. Figure A-1 summarizes the major features of the District’s financial
statements, including the portion of the District government they cover and the types of information they
contain.

Figure A-1. Major Features of the District's Government-wide and Fund Financial Statements

Fund Statements

Type of Statements | Government-wide | _Governmental Funds | Proprietary Funds | Fiduciary Funds
All activities of the District The activities of the district | Activities the district Instances in which the
(except fiduciary funds) that are not proprietary or operates similar to private district is the trustee or
fiduciary businesses. agent for someone else's
Scope
resources
+ Statement of net assets + Balance sheet + Statement of net assets + Statement of fiduciary
S S jnetassets
. - - - - -
Required financial Statement of act Statzrrlent o(f&re\r/]en S, Statementdof Levenu S, «Statement of changes in
statements expen itures & changes expenses and changes in I fiduciary net assets
in fund balances fund net assets |
+ Statement of cash flows 1;
Accounting basis Accrual accounting and Modified accrual Accrual accounting and | Accrual accounting and
and measurement economic resources focus accounting and current economic resources focus economic resources focus
focus financial resources focus
1] 1
Type of All assets and liabilities, {Only assets expected to All assets and liabilities, EAII assets and liabilities,
- both financial and capital, 'be used up and liabilities both financial and capital, {both short-term and long-
asset/liability | N | A .
inf N short-term and long-term Ithat come due during the and short-term and long- Iterm, the Agency's funds do
information year or soon thereafter; term {not currently contain
no capital assets included |capital assets, although
ithey can
]
i
All revenues and Revenues for which cash All revenues and expenses | All revenues and
expenses during year, is received during or soon during year, regardless of iexpenses during year,
Type of regardless of when cash after the end of the year; when cash is received or \regardless of when cash
!”flOW/O‘{tﬂOW is received or paid jexpenditures when goods paid |is received or paid
information lor services have been

{received and payment is
due during the year or
soon thereafter




FINANCIAL ANALYSIS OF THE DISTRICT AS A WHOLE

As noted earlier, net assets may serve over time as a useful indicator of the District’s financial position. The
District’s net assets were $235.6 million at June 30, 2011.

The District’s Net Assets

Governmental Governmental Business-Type Business-Type
Activites Activites Activities Activities
As of As of As of As of
June 30, 2011 June 30, 2010 June 30, 2011 June 30, 2010
Current and Other Assets $ 373,732,765  $ 473,577,549 $ 418,365 $ 311,482
Capital and Non-Current Assets 951,677,341 884,905,991
Total Assets 1,325,410,106 1,358,483,540 418,365 311,482
Current Liabilities 95,293,072 100,338,578 406,275 292,092
Long Term Liabilities 994,469,587 1,056,204,609
Total Liabilities 1,089,762,659 1,156,543,187 406,275 292,092
Net Assets:
Invested in Capital Assets,
net of related debt 41,667,055 26,482,025
Restricted 29,387,324 29,443,499
Unrestricted 164,593,068 146,014,829 12,090 19,390
Total Net Assets $ 235,647,447 $ 201,940,353 $ 12,090 $ 19,390

Our analysis focuses on the net assets and changes in net assets of the District's governmental and
business-type activities. Current and Other Assets decreased by $99.8 million which is attributable primarily
to a $117 million decrease in Cash and Cash Equivalents, a decrease in Property Taxes Receivable of $1.2
million along with a decrease in Accrued Interest of $2.6 million and an increase of $21 million in Due from
Other Governments. Several major construction projects were completed during fiscal year 2011 including a
new middle school, major renovations at two high schools and building additions at two campuses along with
the purchase of a building for use as an academy in the future. The completion of these projects accounts
for a reduction in Cash and Cash Equivalents of $108.6 million. Once again in fiscal year 2011, the State of
Texas based state aid payments on assumptions that created significantly smaller state aid payments during
the year requiring the District to use local dollars to fund expenditures throughout the year. These reductions
are offset partially by a $21 million increase in the receivable due from the State. =~ The Capital and Non-
Current Assets increased by $66.8 million due to the completion of several building construction projects, the
purchase of a building and the completion of land improvement projects which resulted in recording the
addition of these projects to the various capital asset line items. The Notes Receivable of $839,627 is the
result of an agreement reached with a neighboring municipality as part of a land sale transaction. The
combined net effect of decreases in Current assets with the increases in Capital and Non-Current assets
resulted in a decrease in total assets during the year ended June 30, 2011 of $33.1 million. The decrease in
the Accounts Payable line within the Current Liabilities category of $4.8 million primarily accounts for the
decrease of $5 million for the fiscal year. Timely payments and continued use of an additional Accounts
Payable check run at the end of June has allowed us to be more current on payments which accounts for the
$4.8 million decrease. Other variances in the Current Liabilities category include a $1.5 million decrease in
Interest Payable due to a lower bond interest payment due in August 2011 as a result of no new debt being
issued during fiscal year 2011. An additional decrease in Due to Other Governments of $1.8 million is a
result of a lower attendance credit amount due to the State as our average daily attendance for the year was
higher than expected. These additional decreases are offset by an increase in Accrued Wages Payable of
$3.1 million which is due to increased salaries for fiscal year 2011. Noncurrent Liabilities decreased $61.7
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million. Obligations due within one year increased $2.2 million while obligations due in more than one
year decreased $64 million due to refunding $117.5 million of outstanding bonds along with no new debt
issued. The decrease in Current Liabilities combined with the decrease in Noncurrent Liabilities resulted
in a total decrease in liabilities of $66.8 million.

Investment in capital assets (e.g. land, buildings, furniture, and equipment) less any related debt used to
acquire those assets that is still outstanding is $41,667,055. The increase of $15.2 million is the result of
an increase in capital assets net of depreciation of $65.9 million coupled with decreasing related debt by
$61.3 million which is offset by the decrease in the Construction fund balance of $112 million. An
additional portion of the District's net assets of $29,387,324 represents resources that are subject to
external restrictions on how they may be used. Assets restricted for use by Food Service increased by
$655,960. Net assets restricted for Debt Service use decreased by $712,135. The remaining balance of
net assets, $164,593,068, is unrestricted and may be used to meet the District's ongoing obligations. The
amount of unrestricted net assets increased $18.6 million for the year ended June 30, 2011. This
increase is a result of the large decrease in Total Liabilities.

Changes in net assets. The District’s total revenues were $641,767,143. A significant portion,
approximately 69%, of the District's revenue comes from taxes. (See Figure A-2 or Exhibit B-1) Changes
in the State school finance funding continued for fiscal year 2011 with sources of revenue from state aid
shifted to operating grants due to the State using State Fiscal Stabilization Funds through the American
Recovery and Reinvestment Act to replace revenue traditionally received through state aid. State aid
comprised 12% of the District’s revenue while operating and capital grants provided 14%. Charges for
services contributed 4%. Interest revenue and other sources including miscellaneous local revenue, gain
on sale of land are 1%. The total cost of all programs and services was $608,067,349.

Figure A-2
District Sources of Revenue for the fiscal year ended June 30, 2011
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Figure A-2
District Sources of Revenue for the fiscal year ended June 30, 2010
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Government-Wide Activities
The District’s total net assets increased by $33,699,794. The total cost of all government-wide activities
for the year ended June 30, 2011 was $608,067,349. Funding for these government-wide activities is by
specific program revenue or through general revenues such as property taxes and investment earnings.
The following is a summary of the governmental funds activities:
e The cost of all governmental activities for the year was $602,137,375.
e Some of the governmental activities cost was funded by program revenues directly attributable to
specific activities. These program revenues amounted to $107,009,655.
e The remaining cost of governmental activities not directly funded by program revenues was
$495,127,720 which was funded from property taxes and other local sources.

The following table presents the cost of the District’s largest governmental functions as well as their
related net cost (total cost less fees generated by the activities and intergovernmental aid). The net cost
reflects what was funded by local tax dollars, state revenues and other miscellaneous general revenues.

Net Cost of Selected District Functions
(in millions of dollars)

Total Cost of Services Net Cost of Services
Instruction $318.9 $251.1
Debt Service-Interest on LT Debt 44.4 444
Plant Maintenance & Operations 44.0 42.4
Contracted Instrl Serv Btw Schools 29.0 29.0
School Leadership 24.1 22.6
Other Facility Costs 23.3 22.7



Revenues
Program Revenues
Charges for services

Operating grants and contributions

Capital grants and contributions
General Revenues

Property taxes

State aid - formula

Interestincome

Other

Total revenues

Expenses

Instruction and Instructional-Related Services
Instructional and School Leadership

Support Services - Student
Administrative Support Senices

Support Senvices - Nonstudent Based
Ancillary Services - Community Service

Debt Service
Other Facility Costs
Intergovernmental Charges
Concessions
Employee Child Care
After School Care
Photography

Total expenses
Excess (Deficiency) in net assets
Transfers In (Out)
Beginning net assets
Ending net assets

Change in the District's Net Assets

Governmental Governmental Business-Type Business-Type
Activities Activities Activities Activities
FY 6/30/11 FY 6/30/10 FY 6/30/11 FY 6/30/10

$ 19627367 $ 19664266 $ 7962424 $ 7,890,201

86,767,210 77,525,488
615,078 -
443,952,068 448,284,971
75,037,921 56,589,856
2,068,106 1,488,083 3,463 9,803
5,733,506 5,343,903
633,801,256 608,896,567 7,965,887 7,900,004
338,096,781 333,059,432
28,256,991 28,135,270
63,317,441 66,321,830
9,239,980 10,007,334
51,509,560 54,615,118
2,244,648 1,985,194
44,422,001 47,376,967
23,308,474 23,491,700
41,741,499 42,881,909
- - 243,231 212,543
- - 714,264 694,029
- - 4,931,711 5,040,529
- - 40,768 57,795
602,137,375 607,874,754 5,929,974 6,004,896
31,663,881 1,021,813 2,035,913 1,895,108
2,043,213 1,908,398 (2,043,213) (1,908,398)
201,940,353 199,010,142 19,390 32,680
$ 235,647,447 $ 201,940,353 $ 12090 $ 19,390




The increase in the ending net assets for Governmental Activities of $33.7 million is a combination of several
factors. During fiscal year 2011 the State continued as they did in fiscal year 2010 to use federal stimulus
State Fiscal Stabilization Funds (SFSF) made available through the American Recovery and Reinvestment
Act (ARRA) to provide funding to school districts that would traditionally have been funded through general
state revenue. Additional ARRA funds were received by the District in fiscal year 2011 for the Education
Jobs Fund in the amount of $8.6 million. This new grant along with an increase in the National School Lunch
and Breakfast federal revenue of $512,659 accounts for the total increase in operating grants and
contributions of $9.2 million. The full amount in capital grants and contributions is due to funds received from
the Tax Increment Finance Zone for parking and roof improvements made to the Bird Center which is located
in the TIF zone. Property tax revenue shows a decrease of $4.3 million which is a combination of a $10
million decrease in Maintenance and Operating tax revenue due to a constant rate applied to an assessed
property value base that declined 3% while the Debt Service tax rate increased two and a half cents to
account for a $5.7 million increase in tax revenue for Debt Service. State revenue is comprised of two
revenue sources, the Foundation School Program and the Available School Fund. Revenue received from
both sources is impacted by attendance. The increase in this category of $18.4 million is due to an increase
in the District's weighted average daily attendance by more than 1,000 over fiscal year 2010 when
attendance was lower due to wide spread cases of the swine flu for several months. This increase was
compounded by a portion of the state aid payment being paid at a rate significantly higher than in fiscal year
2010. The Available School Fund portion was paid at a rate in fiscal year 2011 that was 70% higher than
paid the previous year. A small increase of $580,023 in the general revenue line item for interest revenue is
due to a slight improvement in interest rates. Other revenue reflects an increase of $389,603 due to the one
time gain on sale of land during the fiscal year. These variances combine for an increase in revenue of $24.9
million.

Total expenses reflect an overall decrease of $5.7 million as a result of increases in two areas that were
more than offset by decreases in four major areas. Instruction and Instructional Related Services reflect an
increase of $5 million due to salary increases for all staff of 2.5%. Beginning teacher pay was increased for
bachelor and master degreed new hires as well. Payments to the Tax Increment Fund increased $4.5 million
due to a reduction in the payment for fiscal year 2011 offset by a one-time additional payment to the TIF.
Support Services Student decreased $3 million due to an increase in de-expended capital outlay for Student
Transportation along with a decrease in the loss from the Health Internal Service Fund that was distributed to
this functional area in fiscal year 2010. Support Services — Nonstudent Based decrease of $3.1 is due to
changes in the Data Processing function relating to a decrease in depreciation and an increase in de-
expended capital outlay. Debt Service decreased $2.9 million due to a decrease in interest payable as a
result of the bond refunding along with an increase in the amortization of bond premium. Intergovernmental
Charges reflect a decrease of $5.8 million in Contracted Instructional Services Between Schools as a result
of higher weighted average daily attendance by more than 1,000 along with lower property taxes which
reduced the payment to the State for the purchase of attendance credits.

Business-Type Activities

Net assets of the District's business—type activities decreased by $7,300. This decrease is due to a
decrease in net assets for the Concession Enterprise Fund of $9,483 coupled with a slight increase in net
assets for Photography. During fiscal year 2011, there was increased revenue in the Concession Enterprise
Fund, but expenses increased at a higher rate to more than offset the increase in revenue.

FINANCIAL ANALYSIS OF THE DISTRICT’S FUNDS

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

Revenues for general governmental functions totaled $634,606,345 for the year ended June 30, 2011.

Property taxes were the largest source of revenue received by the District. Fiscal year 2011 is the second
year of implementation of HB 3646 passed by the State Legislature during their 2009 regular session. This
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legislation continues the target revenue school finance system put in place by HB1 in 2006. The
Maintenance and Operating (M&O) tax rate remained at $1.04 which is the highest rate available to the
District for the M&O rate without holding a tax rate authorization election. The constant M&O tax rate applied
against a declining assessed property value resulted in a decrease in tax revenue of $10 million for M&O.
The District did increase the Debt Service tax rate by two and half cents from $0.2884 to $0.3134. This
increase coupled with a property value decline of 3% resulted in increased tax revenue of $5.7 million for
Debt Service. Interest revenue increased by $573,683. Additional local revenue received from the Tax
Increment Finance Zone of $615,077 along with rebates from the Oncor lighting project resulted in an
increase of a million in miscellaneous local revenue. These items represent the major offsetting components
of the $2.1 million decrease in Local Revenue.

The State School Finance formula generates revenue from two revenue sources, the Foundation School
Program and the Available School Fund. Revenue received from both sources is impacted by attendance.
The increase in this category is due to an increase in the District's weighted average daily attendance by
more than 1,000 over fiscal year 2010 when attendance was lower due to wide spread cases of the swine flu
for several months. This increase was compounded by a portion of the state aid payment being paid at a
rate significantly higher than in fiscal year 2010. The Available School Fund portion was paid at a rate in
fiscal year 2011 70% higher than paid the previous year. These two factors resulted in an increase through
the school finance funding of $15.3 million. Additional increases in State Revenue were seen in the School
Health and Related Services funding in the amount of $789,277 and in Teacher Retirement On-Behalf
payments by the State of $315,302. These increases combine to account for the $16.7 million increase in
State Program Revenues.

Federal revenues show an increase of $10.9 million for the 2011 year. The Education Jobs Fund became
available during fiscal year 2011 as a new funding source in the American Reinvestment and Recovery Act.
The District received $8.6 million from this funding source that was not previously available to the District.
The District issued $87,390,000 in Build America Bonds (BAB) in November 2009. During fiscal year 2011
the District received the first and second BABs rebate payments for a total of $2.2 million. These two new
federal revenue sources account for the increase in this revenue category.

Expenditures for general governmental operations totaled $731,880,204 during fiscal year 2011 for an
increase of $2.7 million. There are several increases and decreases that combine for this increase in
expenditures. As stated previously in this report the increase in weighted average daily attendance along
with reduced property taxes resulted in a $5.8 million decrease in Contracted Instructional Services Between
Schools. An additional decrease of $5.2 million is seen in Facilities Acquisition and Construction
expenditures due to projects completed in fiscal year 2010 along with no new bonds issued during fiscal year
2011 to fund additional projects. A final decrease of $711,521 in Data Processing Services is due to a
reduction in software purchases with grant funds. These decreases are more than offset by several
increases the largest of which is seen in Instruction which reflects an increase of $5.3 million due to
increased starting teacher pay and raises given to staff during fiscal year 2011. A solid compensation
package was funded by providing a $1,316 to $1,376 raise for all teachers, librarians and nurses with all
other professional and paraprofessional staff receiving a 2.5% raise. Food Services increased by $1.3
million due to higher food cost and increased salaries. Facilities Maintenance and Operation increased by
$1.2 million due to increases in contracted services. Smaller additional increases were seen in Curriculum
and Instructional Staff Development, School Leadership, Guidance and Counseling Services, and
Instructional Resources and Media Services. These functions combine for a total increase of $1.9 million.
The combination of these variances results in the net increase in Governmental fund expenditures.

The governmental funds reported a combined fund balance of $285,315,422. The net decrease in the
combined fund balance of $93,156,609 is comprised of several changes in fund balance. The primary
decrease of $112,011,246, occurred in the Capital Projects fund due to construction projects continuing
funded by previously issued bonds while no additional bonds were issued during fiscal year 2011. An
additional decrease occurred in the Debt Service Fund of $1.8 million. Tax revenue increased due to the two
and half cent tax rate increase, but was more than offset by principal and interest payments made during the
fiscal year. Increases occurred in the General Fund and Other non-major funds of $20,015,706 and
$722,927 respectfully. The increase in the General Fund was due to use of the Education Jobs Fund of $8.6
million to pay for benefits as allowed by the Education Jobs Fund that were previously paid by the General
Fund. Additional reductions were implemented in the General Fund before the end of the fiscal year that
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reduced expenditures in all categories. Payroll expenditures were reduced by $3.3 million, utility savings
were achieved of approximately $380,000 along with reductions in travel of $427,200. Reductions of over
$721,000 were made to the Summer School program by reducing the number of days the program was
offered and by reducing the number of campuses operated. The Food Service Special Revenue program
assumed responsibility for expenditures previously paid by the General Fund that are directly related to the
Food Service program in the amount of $1.1 million. Out of the combined fund balances, $147,394,102
constitutes unassigned fund balance available for the general operations of the District. The remainder of
the fund balance is nonspendable, restricted, committed by board action or assigned. Fund balance
classifications as of June 30, 2011 consist of:

As of 6/30/11 As of 6/30/10
Nonspendable:

Inventories $ 1,552,911 $ 1,611,116

Prepaid Items $ 1,341,956 $ 1,293,743
Restricted:

Debt Service $ 37,435,527 $ 39,319,523

Capital Projects $ 80,980,820 $ 192,992,066

Food Service $ 8,216,809 $ 7,560,290

Federal Special Revenue $ 6,940 $ 13,926

State Special Revenue $ 365,182 $ 308,494
Committed:

Local Special Revenue $ 5,839,570 $ 4,777,762
Assighed: $ 2,181,605 $ 2,690,017
Unassigned: $ 147,394,102 $ 127,905,094
Total Fund Balance $ 285,315,422 $ 378,472,031

The General Fund is the primary operating fund of the District. At the end of the current fiscal year,
unassigned fund balance of the General Fund was $147,394,102. Unassigned fund balance available for the
general operations of the District represents 34.2% of the total general fund expenditures, while total fund
balance represents 35.3% of the same amount.

The Capital Project Fund has a total fund balance of $80,980,820. This entire amount is restricted for future
construction. The fund balance decreased by $112,011,246 as a result of the continuation of the 2008 Bond
Program with several projects completed during the year without the issuance of any new bonds.

The Special Revenue Funds have a total fund balance of $14,712,977. Nonspendable fund balance
invested in inventory equals $284,476. Fund balance is restricted for food service in the amount of
$8,216,809, for federal special revenue in the amount of $6,940, for state special revenue in the amount of
$365,182 with the remaining balance of $5,839,570 committed for local special revenue funds. Fifty-six
percent of the total fund balance is from activity in the Food Service Fund. The remaining forty-four percent
is related to primarily several miscellaneous local grants with two percent restricted for state grants and a
minimal amount restricted for federal grants.

The Debt Service fund balance decreased by $1.9 million due to principal and interest payments that
outpaced the increase in tax revenue due to a $0.025 increase in the tax rate. The District’'s semi-annual
debt payment of $24.4 million is due in mid-August and was as of June 30 neither expended nor accrued.

Proprietary Funds—The District maintains both enterprise funds and internal service funds. Information is
presented separately in the proprietary fund statement of net assets and in the proprietary fund statement of
revenues, expenses and changes in fund net assets for the Enterprise Fund and the Internal Service Funds.
Net assets in the Enterprise Fund as of June 30, 2011 were $12,090. Net assets for the 2011 year
decreased by $7,300. Net assets in the Internal Service Funds as of June 30, 2011 were $4,210,691. The
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majority of this amount is unrestricted to be used for future expenses in the print shop, workers
compensation, health benefits, sign shop, and unemployment internal service funds. September 1, 2010,
began the first full twelve month period for employees to purchase health insurance through TRS-Active
Care which is the statewide health plan for public education employees in Texas. The District converted to
the TRS-Active Care plan on January 1, 2010. The final claims for the self-funded health plans the District
discontinued in January 2010 were paid as of December 2010. As a result the Health Benefits Internal
Service Fund saw a large decrease in operating expenses for fiscal year 2011 which generated an increase
in net assets of $534,479. The District continued its planned reduction of net assets in the Worker
Compensation Internal Service Fund which resulted in a decrease of $1.6 million. The Unemployment
Internal Service Fund was pulled out of the Insurance Claims fund and created as a new internal service
fund during fiscal year 2011. The combined impact of these actions resulted in a minimal decrease of
$70,375 in net assets for the Internal Service Funds.

General Fund Budgetary Highlights

For the General Fund, the original adopted budget was based on state funding as it had traditionally flowed
to school districts which assisted in comparisons and presentation of the budget as it related to the prior
fiscal year budget presentation. During the year, the budget was significantly amended to reflect the State’s
shift in funding from traditional general state revenue to requiring districts to make application through the
Department of Education for federal ARRA funds to replace state revenue. This decision by the State of
Texas shifted $14.6 million from the General Fund budget to the Other non-major fund budget.

In the General Fund, the final budgeted amount for revenues was $445,714,744. This was a decrease of
$5.6 million from the original budget estimate of $451,307,192. Local tax revenue was amended for an
increase in tax revenue of $5.3 million due to certified property values coming in approximately 3% higher
than the preliminary values on which the original budget was based. Interest revenue was decreased by
$1.2 million during the year to reflect the continued decline seen in interest rates. TIF Revenue decreased by
$1 million due to lower property values. Budget amendments to state revenue based on state funding
allocations resulted in an increase of $2.5 million that was offset by the shift in funds from state revenue to
federal revenue. The State Health and Related Service revenue was amended during the year by $975,340
to reflect the increase in reimbursable services provided to Medicaid eligible students. TRS On Behalf
revenue increased by $1.5 million while a decrease of $1.5 million occurred when the Technology Allotment
was moved to special revenue fund 411. These key adjustments account for the $10.7 million decrease in
state revenue. Federal budgeted revenue shows an increase of $1.2 million. The increase is primarily due
to the Build American Bonds rebate payment. The original budget reflected one payment, but was amended
during the year by $908,836 to reflect the receipt of a second rebate payment during the fiscal year. In
addition a budget line item was included during the year for indirect cost that relate to ARRA grants for
Special Education and several Title grants.

Over the course of the period, the District revised its budget several times. These adjustments resulted in
actual expenditures $6,881,420 below final budgeted amounts. The most significant positive variances were
seen in the functional areas of Instruction, Facilities Maintenance and Contracted Instructional Services
Between Schools. Staffing is budgeted at the full employment level throughout the entire year. Budget
amounts for vacant positions throughout the year are not eligible for budget revisions and contribute to the
variance between budgeted salaries and actual salaries. Contracted services for utilities and facility
management services were below budget while various supply accounts for maintenance and repairs were
below budget. Weighted average daily attendance increased in excess of 1,000 WADA which resulted in a
smaller payment to the State for the purchase of attendance credits as the District’'s own attendance credits
were significantly higher due to the strong attendance for fiscal year 2011. In the spring of 2011, all
departments and campuses were asked to reduce spending through the end of the fiscal year which resulted
in most functional areas showing a positive budget variance. The expenditure budget variance represents a
1.6% variance on the total expenditure budget of $437.9 million.
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CAPITAL ASSETS AND DEBT ADMINISTRATION
Capital Assets
The District had invested $950,837,714 net of depreciation, in a broad range of capital assets, including land,

equipment, buildings, and Construction in Progress. This amount represents a net increase (including
additions, retirements and depreciation) of $65.9 million over last year.

As of 6/30/11 As of 6/30/10
Land and improvements $ 106,059,369 $ 100,332,623
Buildings and improvements 1,074,943,230 974,171,407
Construction in Progress 78,344,009 96,160,597
Furniture, Equipment, & Vehicles 96,404,482 87,582,497
Totals 1,355,751,090 1,258,247,124
Total accumulated depreciation (404,913,376) (373,341,133)
Net capital assets $ 950,837,714 $ 884,905,991

The year’s major capital asset additions include the new Otto Middle School, additions at Plano East Senior
High and Forman Elementary and purchase of a building for future use as an academy. Renovations were
completed for Clark High School, Vines High School, Guinn Special Programs Center, the Transportation
facility and the concession building at Clark Field. Plano West Senior High School received a lighting
upgrade. HVAC improvements were made at Jasper High School, Robinson and Bowman Middle Schools,
and Barron Elementary. Barksdale Elementary, the Bird Center and Robinson Middle School all received
new roofs. More detailed information about the District’'s capital assets is presented in Note 5 to the financial
statements.

Debt Administration and Bond Ratings

Debt-management policies seek to provide the most favorable climate for District debt projects while
upholding the highest rating possible for debt instruments. Management policies include the following points:

All debt service obligations will be met when due.

Long-term financing will be restricted to capital projects and capital equipment acquisition.

Long-term bonds will not be issued to finance current operations.

The District will cooperate and communicate with bond-rating agencies and work towards

obtaining the most favorable municipal bond rating possible.

e Outstanding obligations will be reviewed frequently to ensure the most favorable funding structure
for the District.

e All necessary information and material regarding the District’s financial status will be provided to

the appropriate parties.

As of June 30, 2011, the District had total bonded debt outstanding of $979,789,339. The ratio of net
general bonded debt to assessed valuation and the amount of bonded debt per capita are useful indicators
of the District's debt position. Data presented in the statistical section indicate both of these indicators
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decreased. Bonded debt per capita decreased to $2,992 and the ratio of net bonded debt to assessed value
decreased to 1.3 percent.

The District has authorized unissued bonds as of June 30, 2011 in the amount of $172,470,000. During the
year, the District issued $108,815,000 Series 2010 Refunding Bonds used to refund $78,625,000 of
outstanding Series 2001 bonds, $26,600,000 of outstanding Series 2002 bonds and $12,255,000 of
outstanding Series 2003 bonds. The District continues to enjoy excellent bond ratings. Rating agency
reviews were conducted in October 2010 in conjunction with the issuance of the Series 2010 Refunding
Bonds. Moody's Investors Service, Inc. assigned an underlying rating of Aaa while Standard and Poor's
Corporation assigned an underlying rating of AA with a stable outlook to the District's debt obligations during
their October 2010 reviews.

Interest earnings on proceeds from debt are subject to arbitrage regulations contained in the Federal Tax
Reform Act of 1986. As of June 30, 2011 a liability for arbitrage rebate in the amount of $48,643 has been
recorded in the liability section on the Governmental-Wide Statement of Net Assets.

Amounts included for compensated absences include accrued vacation according to the District's leave
policy. Employees who terminate their employment may be paid accrued vacation not to exceed 40 days
carryover plus the current-year vacation allocation. More detailed information about the District’s general
long-term debt is presented in Note 7 to the financial statements.

ECONOMIC FACTORS AND NEXT YEAR’S BUDGETS AND RATES

The preliminary appraised local tax value used for the 2011-12 budget reflected a 3% increase when
compared to the appraised value from last year. The District’'s weighted average daily attendance (WADA) is
expected to be 64,831 reflecting an increase from the near final WADA of 64,450 for 2010-11. Enrollment
and WADA during the first six weeks of school for the 2011-12 year reflect a higher increase than budgeted.
A new campus, McMillen High School, in the east quadrant of the District opened at the start of the 2011-12
year. Several major renovations and additions to existing schools are in progress across the District.

The State Legislature was in a called special session to complete work on revisions to the state school
finance formula when the District was required by State law to adopt its budget for 2011-12. Proposed
legislation at the time the 2011-12 budget was adopted projected a reduction in State revenue of
approximately $25 million for the District. Senate Bill 1 was passed by the Legislature after the District
adopted its 2011-12 budget. The legislation included a reduction in funding for all Texas public school
districts of $4 billion which is an average reduction of 5.6% compared to the previous state funding formula.

These factors were taken into account when adopting the General Fund budget for 2012. However, with the
state funding formula not finalized by the Legislature when the budget was adopted, State Funding was
budgeted based on current law. Amounts available for appropriation in the general fund budget are
$445,539,565, a decrease of $5.2 million from the adopted budget for 2010-11. Legislation passed in special
session by the Legislature in 2006 has been in effect since fiscal year 2007 and is structured on the basis of
a target revenue amount. Up until the passage of Senate Bill 1, the amount funded locally and by the State
might fluctuate, but the overall total had remained constant based on the target revenue amount. This
method has equalized funding for public education in the State of Texas. While Senate Bill 1 continues to
include the target revenue methodology also included is the significant reduction in funding from the State.
The District is considered a property wealthy district and as such is subject to the recapture provisions in the
school finance legislation. Recapture provisions remain a part of the recently passed Senate Bill 1 legislation
that will be effective for fiscal year 2012. The equalized wealth level of $476,500 effective for fiscal year 2011
was not changed as part of the new legislation passed this summer. The mechanism to be used by the
State to distribute the reduction in State funding to each district is WADA districts are allowed to retain. The
District is projecting a decrease of approximately 4,000 WADA due to the revised weighting structure for
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2011-12 under the new Senate Bill 1 legislation. This will result in a $9.4 million increase for Contracted
Purchase of WADA.

Expenditures are budgeted to decrease by $35.3 million over the 2010-11 year. Instructional staffing
allocations were reduced by increasing the student to teacher ratio and eliminating several positions. No
raise was included for any staff member in the 2011-12 budget. Additionally, stipends paid for extra duties
were analyzed and either eliminated or reduced by 10% from the prior year. The 401(a) teacher recruitment
and retention initiative was suspended which generated savings of $1.8 million. The overall decrease in
salary and benefits is $19.7 million. Contracted Services show a decrease in anticipated expenditures of
$2.2 million due to reductions in the contracted support services of $1.6 million, reduction in utilities of
approximately $420,000 along with a decrease in the Masters Program offered by the District for teachers of
$150,000. Supplies decreased $487,232 due to decreased supply allocations along with reduced travel
budgets which account for the decrease in other operating expenditures of $513,203. The capital outlay
budget decreased $182,500 due to the suspension of the vehicle replacement program. Contracted
Services for the purchase of WADA is calculated through the State school finance formula. For adopted
budget presentation this amount was based on current law and reflects a decrease due to the higher WADA
count for 2011-12 of $12.1 milion. These amounts combine to create the budgeted decrease in
expenditures of $35.3 million for fiscal year 2012. The District continues to operate a tightly controlled
budget. Academic initiatives focus on closing the achievement gap and ensuring learning for all students
through high standards, integrated technology and district-wide coherent curriculum. Several revenue
generating programs have been implemented. The District continues with its after-school care program and
marketing of athletic events. When combined, these initiatives will contribute approximately $2.4 million to
the General Fund budget.

CONTACTING THE DISTRICT’S FINANCIAL MANAGEMENT

This financial report is designed to provide our citizens, taxpayers, customers, investors and creditors with a
general overview of the District’'s finances and to demonstrate the District’'s accountability for the money it
receives. If you have questions about this report or need additional financial information, contact the
Executive Director for Financial Services or the Accounting/Budget Director, at 2700 W. 15" Street, Plano,
Texas 75075, or call (469) 752-8118 or 8115.
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PLANO INDEPENDENT SCHOOL DISTRICT

STATEMENT OF NET ASSETS
JUNE 30, 2011

EXHIBIT A-1

1 2 3
Primary Government
Data Business
Control Governmental Type
Codes Activities Activities Total
ASSETS
1110 Cash and Investments $ 313,275,670 73,135 $ 313,348,805
1220 Property Taxes Receivable (Delinquent) 9,449,640 - 9,449,640
1230  Allowance for Uncollectible Taxes (3,609,211) - (3,609,211)
1240 Due from Other Governments 45,786,216 - 45,786,216
1250 Accrued Interest 233,595 8 233,603
1260 Internal Balances 614 (614) -
1290 Other Receivables, Net 1,632,058 345,836 1,977,894
1300 Inventories 1,552,911 - 1,552,911
1410 Deferred Expenses 1,341,956 - 1,341,956
1420 Capitalized Bond and Other Debt Issuance Costs 3,980,796 - 3,980,796
1490 Other Current Assets 88,520 - 88,520
Non-current Assets
Capital Assets:
1510 Land 69,858,964 - 69,858,964
1520 Buildings, Net 740,238,295 - 740,238,295
1530 Furniture and Equipment, Net 35,172,787 - 35,172,787
1540 Other Capital Assets, Net 27,223,659 - 27,223,659
1580 Construction in Progress 78,344,009 - 78,344,009
Other Assets:
1990 Notes Receivable 839,627 - 839,627
1000 Total Assets 1,325,410,106 418,365 1,325,828,471
LIABILITIES
2110 Accounts Payable 12,958,778 43,087 13,001,865
2140 Interest Payable 17,221,712 - 17,221,712
2150 Payroll Deduction & Withholdings 2,455,042 - 2,455,042
2160 Accrued Wages Payable 46,713,106 52,486 46,765,592
2180 Due to Other Governments 12,441,436 - 12,441,436
2200 Accrued Expenses 2,149,749 - 2,149,749
2300 Unearned Revenues 1,353,249 310,702 1,663,951
Non-Current Liabilities
2501 Due within One Year 67,412,050 - 67,412,050
2502 Due in More than One Year 927,057,537 - 927,057,537
2000 Total Liabilities 1,089,762,659 406,275 1,090,168,934
NET ASSETS
3200 Invested in Capital Assets, Net of Related Debt 41,667,055 - 41,667,055
Restricted for:
3840 Restricted for Food Service 8,501,285 - 8,501,285
3850 Restricted for Debt Service 20,886,039 - 20,886,039
3900 Unrestricted Net Assets 164,593,068 12,090 164,605,158
3000 Total Net Assets $ 235,647,447 12,090 $ 235,659,537

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

STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JUNE 30, 2011

Program Revenues

3 4 5
Data Operating Capital
Control Charges of Grant and Grants and
Codes Expenses Services Contributions Contributions
Primary Government:

GOVERNMENTAL ACTIVITIES:
11 Instruction $ 318,947,983 $ 4,366,699 $ 63,492,157 $ -
12 Instructional Resources and Media Services 9,510,815 - 448,526 -
13 Curriculum and Instructional Staff Development 9,637,983 85,346 3,666,781 -
21 Instructional Leadership 4,147,058 - 992,017 -
23 School Leadership 24,109,933 - 1,497,736 -
31 Guidance, Counseling and Evaluation Services 18,272,191 7,759 2,236,777 -
32 Social Work Services 1,082,171 - 59,539 -
33 Health Services 5,110,878 - 546,124 -
34 Student (Pupil) Transportation 7,378,389 - 502,755 -
35 Food Services 22,351,917 12,681,545 8,594,511 -
36 Extracurricular Activities 9,121,895 1,425,176 647,965 -
41 General Administration 9,239,980 51,093 520,201 -
51 Plant Maintenance and Operations 43,992,526 928,282 630,316 -
52 Security and Monitoring Services 2,244,796 - 200,454 -
53 Data Processing Services 5,272,238 - 482,076 -
61 Community Services 2,244,648 81,467 1,660,890 -
72 Debt Service - Interest on Long Term Debt 43,932,182 - - -
73 Debt Service - Bond Issuance Costs and Fees 489,819 - - -
81 Other Facilitiy Costs 23,308,474 - - 615,078
91 Contracted Instructional Services Between Schools 28,998,089 - - -
92 Incremental Costs Associated with Chapter 41 443,936 - - -
93 Payment to Fiscal Agent/Member Districts of SSA 834,235 - 588,385 -
95 Payments to Juvenile Justice Alternative Ed. Prg. 102,947 - - -
97 Payments to Tax Increment Fund 8,912,292 - - -
99 Other Intergovernmental Charges 2,450,000 - - -

(TG) Total Governmental Activities: 602,137,375 19,627,367 86,767,210 615,078

BUSINESS-TYPE ACTIVITIES:
01 Employee Child Care 714,264 725,805 - -
02 After School Care 4,931,711 6,959,920 - -
03 Concessions 243,231 233,748 - -
04 Photography 40,768 42,951 - -

(TB) Total Business-Type Activities: 5,929,974 7,962,424 - -
(TP) TOTAL PRIMARY GOVERNMENT: $ 608,067,349 $ 27,589,791 $ 86,767,210 $ 615,078

Data
Control G

eneral Revenues:

Codes Taxes:
Property Taxes, Levied for General Purposes
Property Taxes, Levied for Debt Service\

MT
DT

GC Grants and Contributions not Restricted

IE
Mi

TR

CN
NB

NE

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

Investment Earnings

Miscellaneous Local and Intermediate Revenue
S| Special Item - Gain on Sale of Land
FR Transfers In (Out)

Total General Revenues and Transfers

Change in Net Assets
Net Assets - Beginning

Net Assets - Ending
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EXHIBIT B-1

Net (Expense) Revenue and
Changes in Net Assets

6 7 8
Primary Government
Governmental Business Type
Activities Activities Total

$ (251,089,127) $ - $ (251,089,127)
(9,062,289) - (9,062,289)
(5,885,856) - (5,885,856)
(3,155,041) - (3,155,041)
(22,612,197) - (22,612,197)
(16,027,655) - (16,027,655)
(1,022,632) - (1,022,632)
(4,564,754) - (4,564,754)
(6,875,634) - (6,875,634)
(1,075,861) - (1,075,861)
(7,048,754) - (7,048,754)
(8,668,686) - (8,668,686)
(42,433,928) - (42,433,928)
(2,044,342) - (2,044,342)
(4,790,162) - (4,790,162)
(502,291) - (502,291)
(43,932,182) - (43,932,182)
(489,819) - (489,819)
(22,693,396) - (22,693,396)
(28,998,089) - (28,998,089)
(443,936) - (443,936)
(245,850) - (245,850)
(102,947) - (102,947)
(8,912,292) - (8,912,292)
(2,450,000) - (2,450,000)
(495,127,720) - (495,127,720)
- 11,541 11,541
- 2,028,209 2,028,209
B (9,483) (9,483)
- 2,183 2,183
- 2,032,450 2,032,450
$  (495,127,720) $ 2,032,450 $ (493,095,270)
339,532,434 - 339,532,434
104,419,634 - 104,419,634
75,037,921 - 75,037,921
2,068,106 3,463 2,071,569
5,010,933 - 5,010,933
722,573 - 722,573

2,043,213 (2,043,213) -
528,834,814 (2,039,750) 526,795,064
33,707,094 (7,300) 33,699,794
201,940,353 19,390 201,959,743
$ 235,647,447 $ 12,090 $ 235,659,537
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PLANO INDEPENDENT SCHOOL DISTRICT
BALANCE SHEET
GOVERNMENTAL FUNDS
JUNE 30, 2011

Data 10 50 60
Control General Debt Service Capital
Codes Fund Fund Project
ASSETS

1110 Cash and Investments $ 166,955,370 $ 36,825,995 $ 84,598,492
1220 Property Taxes - Delinquent 7,602,140 1,847,500 -
1230 Allowance for Uncollectible Taxes (Credit) (3,023,282) (585,929) -
1240 Due from Other Governments 37,363,225 62,180 -
1250 Accrued Interest 129,473 26,986 62,631
1260 Due from Other Funds 3,904,445 - -
1290 Other Receivables 2,033,818 - -
1300 Inventories 1,268,435 - -
1410 Prepaid Expenditures 1,341,956 - -
1000 Total Assets $ 217,575,580 $ 38,176,732 $ 84,661,123
LIABILITIES AND FUND BALANCES

2110 Accounts Payable $ 6,333,413 $ - $ 3,680,303
2150 Payroll Deductions and Withholdings Payable 2,455,042 - -
2160 Accrued Wages Payable 41,851,299 - -
2170 Due to Other Funds - - -
2180 Due to Other Governments 12,441,143 - -
2300 Deferred Revenues 2,308,585 741,205 -
2000 Total Liabilities 65,389,482 741,205 3,680,303

Fund Balances:
Nonspendable

3410 Investments in Inventory 1,268,435 - -
3430 Prepaid Expenditures 1,341,956 - -
Restricted
3480 Debt Service - 37,435,527 -
3470 Capital Projects - - 80,980,820
3450 Food Service - - -
3450 Federal Special Revenue - - -
3450 State Special Revenue
Committed
3545 Local Special Revenue - - -
3590 Assigned 2,181,605 - -
3600 Unassigned 147,394,102 - -
Total Fund Balances 152,186,098 37,435,527 80,980,820
Total Liabilities and Fund Balances $ 217,575,580 $ 38,176,732 $ 84,661,123

The notes to the financial statements are
an integral part of this statement.
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Total
Other Governmental
Funds Funds
$ 16,085,237 $ 304,465,094
- 9,449,640
- (3,609,211)
8,360,811 45,786,216
8,002 227,092
- 3,904,445
233,261 2,267,079
284,476 1,552,911
- 1,341,956
$ 24,971,787 $ 365,385,222
$ 175,717 $ 10,189,433
- 2,455,042
4,854,805 46,706,104
3,903,831 3,903,831
293 12,441,436
1,324,164 4,373,954
10,258,810 80,069,800
284,476 1,552,911
- 1,341,956
- 37,435,527
- 80,980,820
8,216,809 8,216,809
6,940 6,940
365,182 365,182
5,839,570 5,839,570
- 2,181,605
- 147,394,102
14,712,977 285,315,422
$ 24,971,787 $ 365,385,222
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EXHIBIT C-2
PLANO INDEPENDENT SCHOOL DISTRICT
RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET TO THE
STATEMENT OF NET ASSETS
JUNE 30, 2011

Total Fund Balances - Governmental Funds $ 285,315,422

Capital assets used in governmental activities (excluding internal service) are not
financial resources and therefore are not reported in governmental funds. The cost of
these assets is $1,355,684,505 and the accumulated depreciation is $404,873,373. 950,811,132

Uncollected property taxes are reported as deferred revenue in the governmental funds
balance sheet but are recognized as a revenue in the statement of activities. 3,020,705

The District uses internal service funds to charge the costs of certain activities, such as

self-insurance and printing, to appropriate functions in other funds. The assets and

liabilities of the internal service funds (including net capital assets of $26,582) are

included in governmental activities in the statement of net assets. The net effect of this

consolidation is to increase net assets. 4,210,691

Long-term liabilities of $1,014,797,170 are not due and payable in the current period and

therefore are not reported as liabilities in the funds. Losses on advanced refunding of

bonds payable of $20,327,583 are netted against the long-term liabilities in the statement

of net assets and as an other use in the governmental funds. (994,469,587)

Interest payable is not due and payable in the current period and therefore is not
reported as a liability in the governmental funds. (17,221,712)

Bond issuance costs are reported in the governmental funds as an expenditure and the
costs net of amortization are reported as an asset in the statement of net assets. 3,980,796

Net Assets of Governmental Activities $ 235,647,447

The notes to the financial statements are
an integral part of this statement.
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PLANO INDEPENDENT SCHOOL DISTRICT
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE
GOVERNMENTAL FUNDS
FOR THE YEAR ENDED JUNE 30, 2011

Data 10 50 60
Control General Debt Service Capital
Codes Fund Fund Project
REVENUES:
5700 Total Local and Intermediate Sources $ 354,104,431 $ 104,848,068 $ 1,305,779
5800 State Program Revenues 91,954,332 - -
5900 Federal Program Revenues 2,819,470 - -
5020 Total Revenues 448,878,233 104,848,068 1,305,779
EXPENDITURES:

Current:
0011 Instruction 252,144,806 - -
0012 Instructional Resources and Media Services 8,319,251 - -
0013 Curriculum and Instructional Staff Development 6,181,923 - -
0021 Instructional Leadership 3,284,599 - -
0023 School Leadership 22,925,330 - -
0031 Guidance, Counseling and Evaluation Services 16,681,598 - -
0032 Social Work Services 1,079,105 - -
0033 Health Services 4,694,710 - -
0034 Student (Pupil) Transportation 9,626,618 - -
0035 Food Services - - -
0036 Extacurricular Activities 7,011,554 - -
0041 General Admininstration 8,664,589 - -
0051 Facilities Maintenance and Operations 40,485,278 - -
0052 Security and Monitoring Services 2,746,680 - -
0053 Data Processing Services 5,236,021 - -
0061 Community Services 774,507 - -

Debt Service:
0071 Debt Service - Principal on Long Term Debt - 58,165,000 -
0072 Debt Service- Interest on Long Term Debt 48,353,647 -
0073 Debt Service - Bond Issuance Cost and Fees - 749,281 -

Capital Outlay:
0081 Facilities Acquisition and Construction - - 113,055,198

Intergovernmental:
0091 Contracted Instructional Services Between Schools 28,998,089 - -
0092 Incremental Costs Associated with Chapter 41 443,936 - -
0093 Payments to Fiscal Agent/Member Districts of SSA 245,850 - -
0095 Payments to Juvenile Justice Alternative Ed. Prg. 102,947 - -
0097 Payments to Tax Increment Fund 8,912,292 - -
0099 Other Intergovermental Charges 2,450,000 - -
6030 Total Expenditures 431,009,683 107,267,928 113,055,198
1100 Excess (Deficiency) of Revenues Over (Under)

Expenditures 17,868,550 (2,419,860) (111,749,419)

OTHER FINANCING SOURCES (USES):
7911 Refunding Bonds Issued - 108,815,000 -
7912 Sale of Real and Personal Property 1,800,000 - -
7915 Transfers In 2,043,213 261,827 -
7916 Premium or Discount on Issuance of Bonds - 14,304,238 -
8911 Transfers Out (Use) (1,696,057) - (261,827)
8949 Payments to Bond Escrow Agent - (122,845,201) -
7080 Total Other Financing Sources (Uses) 2,147,156 535,864 (261,827)
1200 Net Change in Fund Balances 20,015,706 (1,883,996) (112,011,246)
0100 Fund Balance - July 1 (Beginning) 132,170,392 39,319,523 192,992,066
3000 Fund Balance - June 30 (Ending) $ 152,186,098 $ 37,435,527 $ 80,980,820

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

26



Total
Other Governmental
Funds Funds
$ 15,962,801 476,221,079
9,907,800 101,862,132
53,703,664 56,523,134
79,574,265 634,606,345
49,037,450 301,182,256
42,825 8,362,076
3,233,048 9,414,971
837,024 4,121,623
335,640 23,260,970
1,373,276 18,054,874
2,998 1,082,103
324,017 5,018,727
154,238 9,780,856
20,662,364 20,662,364
443,113 7,454,667
283,608 8,948,197
1,268,163 41,753,441
165,666 2,912,346
442,038 5,678,059
1,353,542 2,128,049
- 58,165,000
- 48,353,647
- 749,281
- 113,055,198
- 28,998,089
- 443,936
588,385 834,235
- 102,947
- 8,912,292
- 2,450,000
80,547,395 731,880,204
(973,130) (97,273,859)
- 108,815,000
- 1,800,000
2,824,657 5,129,697
- 14,304,238
(1,128,600) (3,086,484)
- (122,845,201)
1,696,057 4,117,250
722,927 (93,156,609)
13,990,050 378,472,031
$ 14,712,977 285,315,422

EXHIBIT C-3



EXHIBIT C-4
PLANO INDEPENDENT SCHOOL DISTRICT
RECONCILIATION OF THE GOVERNMENTAL FUNDS STATEMENT OF REVENUES,
EXPENDITURES, AND CHANGES IN FUND BALANCES TO THE STATEMENT OF
ACTIVITIES
FOR THE YEAR ENDED JUNE 30, 2011

Total Net Change in Fund Balances - Governmental Funds $ (93,156,609)

Governmental funds report capital outlays as expenditures. In the statement of activities,

the cost of those assets is allocated over the estimated useful lives as depreciation expense.

This is the amount by which capital outlays of $99,845,087 exceeded depreciation of

$32,786,400 in the current period, net of disposition of assets of $1,121,811.

Certain expenditures are reported in the Facilities Acquisition and Construction category

which are under the capitalization threshold of $5,000 and therefore are not considered

capital outlay. 65,936,876

Repayment of principal and other long-term debt is an expenditure in the governmental
funds, but the repayment reduces long-term liabilities in the statement of net assets and is
not an expense in the current period. This amount represents the following: current year

Principal Payment $ 58,165,000
Advanced Bond Refunding 117,480,000
Loss on Advanced Refunding 5,114,199
Amortization of Premium 5,359,381
Amortization of loss on Bond Refunding (1,670,408)
Bond Issuance Cost 259,463
Amortization of Bond Issuance cost (318,962)
Increase in Accretion (157,994)
Reduction of Arbitrage 465,229
184,695,908

Some property taxes will not be collected for several months after the fiscal year ends,
therefore they are not considered available revenues and are deferred in the governmental
funds. Deferred tax revenues, net of bad debt, increased (decreased) by this amount. (2,138,771)

Interest on long-term debt in the statement of activities differs from the amount reported

in the governmental funds because interest is recognized as an expenditure in the funds

when it is due and thus requires the use of current financial resources. In the statement of

activities, interest expense is recognized as the interest accrues, regardless of when it is

due. 1,460,451

In the statement of activities, compensated absences are measured by the amounts earned

during the year. In the governmental funds, expenditures for these items are measured by

the amount of financial resources used. This year, compensated absences used exceeded

the amounts earned. 98,852

The District uses internal service funds to charge the costs of certain activities, such as

self-insurance and printing, to appropriate functions in other funds. The net loss of internal

service funds is reported with governmental activities. The net effect of this consolidation

is to decrease net assets. (70,375)

Proceeds of bonds (including premium) issued during the year are recognized as Other
Financing Sources in the governmental funds but increase non-current liabilities in the
statement of net assets (123,119,238)

Change in Net Assets of Governmental Activities $ 33,707,094

The notes to the financial statements are
an integral part of this statement.
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PLANO INDEPENDENT SCHOOL DISTRICT
STATEMENT OF NET ASSETS
PROPRIETARY FUNDS

JUNE 30, 2011

EXHIBIT D-1

Business-Type Governmental
Activities Activities
Total Total
Enterprise Internal
Funds Service Funds
ASSETS
Current Assets:
Cash and Investments $ 73,135 $ 8,810,576
Accrued Interest 8 6,503
Other Receivables 345,836 204,606
Other Current Assets - 88,520
Total Current Assets 418,979 9,110,205
Noncurrent Assets:
Capital Assets:
Furniture and Equipment 5,445 61,140
Depreciation on Furniture and Equipment (5,445) (34,558)
Total Noncurrent Assets - 26,582
TOTAL ASSETS 418,979 9,136,787
LIABILITIES
Current Liabilities:
Accounts Payable 43,087 2,769,345
Accrued Wages Payable 52,486 7,002
Due to Other Funds 614 -
Accrued Expenses - 2,149,749
Deferred Revenues 310,702 -
TOTAL LIABILITIES 406,889 4,926,096
NET ASSETS
Investments in Capital Assets - 26,582
Unrestricted Net Assets 12,090 4,184,109
TOTAL NET ASSETS $ 12,090 4,210,691

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

EXHIBIT D-2

STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN FUND NET ASSETS

PROPRIETARY FUNDS
FOR THE YEAR ENDED JUNE 30, 2011

Business-Type Governmental
Activities Activities
Total Total
Enterprise Internal
Funds Service Funds
OPERATING REVENUES:
Local and Intermediate Sources 7,962,424 $ 38,127,657
Total Operating Revenues 7,962,424 38,127,657
OPERATING EXPENSES:
Payroll Costs 4,669,515 1,158,923
Professional and Contracted Services 165,838 2,466,153
Supplies and Materials 174,629 464,352
Other Operating Costs 919,992 34,298,866
Total Operating Expenses 5,929,974 38,388,294
Operating Income (Loss) 2,032,450 (260,637)
NON OPERATING REVENUES (EXPENSES):
Earnings from Temporary Deposits & Investments 3,463 23,299
Insurance Recovery - 166,963
Total Non Operating Revenue 3,463 190,262
Income (Loss) Before Transfers 2,035,913 (70,375)
Transfers Out (2,043,213) -
Change in Net Assets (7,300) (70,375)
TOTAL NET ASSETS - JULY 1 (BEGINNING) 19,390 4,281,066
TOTAL NET ASSETS - JUNE 30 (ENDING) 12,090 $ 4,210,691

The notes to the financial statements are
an integral part of this statement.
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PLANO INDEPENDENT SCHOOL DISTRICT
STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS
FOR THE YEAR ENDED JUNE 30, 2011

EXHIBIT D-3

Business-Type Governmental
Activities Activities
Total Total
Enterprise Internal

Funds Service Funds

CASH FLOWS FROM OPERATING ACTIVITIES:
Cash Received from User Charges

$ 7,992,033

$ 37,923,628

Cash Payments to Employees for Services (4,684,075) (1,105,322)
Cash Payments for Insurance Claims - (2,581,371)
Cash Payments for Suppliers (331,998) (1,399,016)
Cash Payments for Other Operating Expenses (919,992) (33,519,418)
Net Cash Provided by (Used for) Operating Activities 2,055,968 (681,499)
CASH FLOWS FROM NON-CAPITAL FINANCING ACTIVITIES:
Transfers Out (2,043,213) -
Net Cash Provided by (Used for) Non-Capital Financing Activties (2,043,213) -
CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES:
Insurance Proceeds - 166,963
Net Cash Provided by (Used for) Non-Capital Financing Activties - 166,963
CASH FLOWS FROM INVESTING ACTIVITIES:
Proceeds from Sales and Maturities of Securities 18,551 3,268,296
Purchase of Investment Securities (1,638) (64,009)
Interest and Dividends on Investments 3,580 74,427
Net Cash Provided by Investing Activities 20,493 3,278,714
Net Increase in Cash and Cash Equivalents 33,248 2,764,178
Cash and Cash Equivalents at Beginning of Year 37,535 5,518,096
Cash and Cash Equivalents at End of Year 70,783 8,282,274
Temporary Investment Not in Cash Equivalents 2,352 528,302
CASH ON BALANCE SHEET $ 73,135 $ 8,810,576

RECONCILITION OF OPERATING INCOME (LOSS) TO
NET CASH PROVIDED BY (USED FOR) OPERATING
ACTIVITIES:

Operating Income (Loss) $ 2,032,450 $ (260,637)
Adjustments to Reconcile Operating Income(loss) to Net
Cash Provided by (Used for) Operating Activities:
Depreciation - 5,153
Effect of Increases and Decreases in Current Assets and
Liabilities:
Decrease (increase) in Receivables (85,536) (203,956)
Decrease (increase) in Prepaid Expenses - (63,520)
Increase (decrease) in Accounts Payable 13,598 226,728
Increase (decrease) in Accrued Wages Payable (14,560) 6,267
Increase (decrease) Deferred Revenues 115,145 -
Increase (decrease) in Accrued Expenses - (391,534)
Increase (decrease) in Due to Other Funds (5,129) -
Net Cash Provided by (Used for) Operating Activities $ 2,055,968 $ (681,499)

The notes to the financial statements are
an integral part of this statement.
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EXHIBIT E-1
PLANO INDEPENDENT SCHOOL DISTRICT
STATEMENT OF FIDUCIARY NET ASSETS
FIDUCIARY FUNDS
JUNE 30, 2011

Agency
Fund
ASSETS
Investments - Current $ 2,997,499
Accrued Interest 130
Other Receivables 1,187
Total Assets 2,998,816
LIABILITIES
Accounts Payable 50,159
Accrued Wages 997
Due to Student Groups 2,947,660
Total Liabilities $ 2,998,816

The notes to the financial statements are
an integral part of this statement.
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PLANO INDEPENDENT SCHOOL DISTRICT
NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2011

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Reporting Entity

The Plano Independent School District (District) is an independent school district governed by the
Board of Trustees (Board), composed of seven Board Members, all of whom are elected officials. The
Board is the basic level of government which has responsibility and control over all activities related to
the public school education in the city of Plano and portions of the cities of Richardson, Dallas, Murphy,
Parker, Carrollton and Allen which lie within the District's boundaries. The Board receives funding from
local, state and federal government sources and must comply with the requirements of these funding
source entities. However, the Board is not included in any other governmental “reporting entity,” as
defined in pronouncements by the Governmental Accounting Standards Board (GASB) Statement No.
14, The Reporting Entity. The District implemented GASB Statement No. 39, Determining Whether
Certain Organizations Are Component Units — an amendment of GASB Statement No. 14, and it was
determined that there are no component units and there is no effect on the financials.

Government-Wide and Fund Financial Statements

The Statement of Net Assets and the Statement of Activities report information on all of the nonfiduciary
activities of the District. Governmental activities, which normally are supported by taxes and
intergovernmental revenues, are reported separately from business-type activities, which rely to a
significant extent on fees and charges for support.

Transactions among governmental funds and between governmental funds and proprietary funds
appear as due to/due from other funds on the Governmental Fund Balance Sheet and Proprietary Fund
Statement of Net Assets and as other financing sources and uses on the Governmental Fund
Statement of Revenues, Expenditures and Changes in Fund Balance and on the Proprietary Fund
Statement of Revenues, Expenses and Changes in Fund Net Assets. Interfund services provided and
used are not eliminated in the consolidation of funds for the Statement of Activities. All interfund
transactions that do not represent services provided and used between governmental funds and
between governmental funds and internal service funds are eliminated on the government-wide
statements. Interfund activities between governmental funds and enterprise funds remain on the
government-wide statements and appear on the government-wide Statement of Net Assets as internal
balances and on the Statement of Activities as interfund transfers. Interfund activities between
governmental funds and fiduciary funds remain as due to/due from other funds on the government-wide
Statement of Net Assets.

The Statement of Activities demonstrates the degree to which the direct expenses of a given function
are offset by program revenues. Program revenues include (1) charges to customers or applicants for
goods, services, or privileges provided, (2) operating grants and contributions, and (3) capital grants
and contributions. Program revenues included in the Statement of Activities reduce the cost of the
function to be financed from General Revenues. Taxes and other items not properly identified as
program revenues are reported instead as general revenues.

The District reports all direct expenses by function in the Statement of Activities. Direct expenses are
those clearly identifiable with a function. Depreciation expense is specifically identified by function and
is included in the direct expense to each function.
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PLANO INDEPENDENT SCHOOL DISTRICT
NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2011

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES — CONTINUED
Government-Wide and Fund Financial Statements — Continued

Separate financial statements are provided for governmental funds, proprietary funds, and fiduciary
funds. In accordance with the provisions of GASB Statement No. 34, the fiduciary funds are excluded
from the government-wide financial statements. Major individual governmental funds are reported as
separate columns in the fund financial statements.

Measurement Focus, Basis of Accounting and Financial Statement Presentation

Government-Wide Financial Statements--The government-wide financial statements, as well as the
agency and proprietary fund statements, are reported using the economic resources measurement
focus and the accrual basis of accounting. Revenues are recorded when earned and expenses are
recorded when a liability is incurred, regardless of the timing of the related cash flows. Property taxes
are recognized as revenues in the year for which they are levied. Grants and similar items are
recognized as revenue as soon as all eligibility requirements imposed by the grantor have been met. All
interfund transactions between governmental funds are eliminated on the government-wide statements.

Fund Financial Statements--Governmental fund financial statements are reported using the current
financial resources measurement focus and the modified accrual basis of accounting. Revenues are
recognized as soon as they are both measurable and available. Revenues are considered to be
available when they are collectible within the current period or soon enough thereafter to pay liabilities
of the current period. Property taxes are considered to be available if collected within 60 days of the
fiscal year end. Expenditures generally are recorded when a liability is incurred, as under accrual
accounting. However, debt service expenditures are recorded when payments are due. Proprietary
fund financial statements are reported using the accrual basis of accounting. Revenues are recorded
when earned and expenses are recorded when the liability is incurred. All other revenue items are
considered measurable and available only when cash is received by the District. For proprietary funds,
the District applies all GASB pronouncements as well as the Financial Accounting Standards Board
pronouncements issued on or before November 30, 1989, unless those pronouncements conflict with
or contradict GASB pronouncements.

Funds

The District reports its financial activities through the use of “fund accounting”. The activities of the
District are organized on the basis of funds. The operations of each fund are accounted for within a
separate set of self-balancing accounts to reflect results of activities. Fund accounting segregates
funds according to their intended purpose and is used to assist management in demonstrating
compliance with finance-related legal and contractual provisions.

As required by the Texas Education Agency, the following fund types are included in the financial
statements:

Governmental Funds

Governmental Funds are those through which most governmental functions of the District are financed.
The acquisition, use and balances of the District's expendable financial resources and the related
liabilities are accounted for through the Governmental Fund Types.
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PLANO INDEPENDENT SCHOOL DISTRICT
NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2011

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES = CONTINUED

Governmental Funds — Continued

The following are the District's major governmental funds:

General Fund - The General Fund is the general operating fund of the District and accounts for
all revenues and expenditures of the District not encompassed within other funds. All general
tax revenues and other receipts that are not allocated by law or contractual agreement to some
other fund are accounted for in this fund. General operating expenses and the capital
improvement costs that are not paid through other funds are paid from the General Fund.

Debt Service Fund - The Debt Service Fund is used to account for the accumulation of
resources for, and the retirement of, long-term debt and related costs.

Capital Projects Fund - The Capital Projects Fund is used to account for financial resources to
be used for the acquisition, renovation or construction of capital facilities. Proceeds are
received through long-term debt financing and other authorized sources.

Other governmental funds include:

Special Revenue Funds - The Special Revenue Funds are used to account for the proceeds of
specific revenue sources (other than private-purpose trust funds or capital projects) such as
federal, state or locally financed programs. Funds are legally restricted to expenditures for
specified purposes.

Proprietary Funds

Proprietary Funds are used to account for operations that are financed in a manner similar to those
found in the private sector, where the determination of net income is appropriate for sound financial
administration.

Enterprise Funds - The Enterprise Funds are used to account for operations that are financed
and operated in a manner similar to a private enterprise where the District's intent is to provide
services financed primarily through user charges. In prior years, the District's only enterprise
fund was used to account for concession sales. Beginning in fiscal year 2008, the District
began accounting for the Employee Child Care and the After School Care funds as enterprise
funds; and in fiscal year 2009 the Photography enterprise fund was established.

Internal Service Funds - The Internal Service Funds are used to account for the financing of
services provided by one department to other departments of the District on a cost
reimbursement basis. The print shop, health benefits, workers’ compensation self-funded,
unemployment benefits, sign shop and insurance claims self-funded programs of the District are
accounted for in these funds. Accrued liabilities include provisions for claims reported and
claims incurred but not reported. The provision for reported claims is determined by estimating
the amount which will ultimately be paid to each claimant. The provision for claims incurred but
not yet reported is estimated based on District experience since the inception of the programs
and data provided by actuarial consultants.
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PLANO INDEPENDENT SCHOOL DISTRICT
NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2011

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES — CONTINUED
Proprietary Funds — Continued

Proprietary funds distinguish operating revenues and expenses from nonoperating items. Operating
revenues and expenses generally result from providing services and producing and delivering goods in
connection with a proprietary fund’s principal ongoing operations. The principal operating revenues of
the District’s proprietary funds are charges to customers for sales and services. Operating expenses for
proprietary funds include the cost of sales and services, administrative expenses, and depreciation on
capital assets. All revenues and expenses not meeting this definition are reported as nonoperating
revenues and expenses.

Fiduciary Funds

Fiduciary Funds are used to account for assets held by the District in a trustee capacity or as an agent
for individuals, private organizations and/or other funds.

= Agency Funds - Agency funds are custodial in nature (assets equal liabilities) and do not involve
measurement of results of operations. Agency Funds account for the receipt and disbursement
of monies from student activity organizations and other types of activities requiring clearing
accounts. The student activity organizations exist with the explicit approval of, and are subject
to revocation by, the District’'s Board. This accounting reflects the District’'s agency relationship
with the student activity organizations.

Assets, Liabilities and Net Assets or Equity
Cash and Cash Equivalents

The District’'s cash and cash equivalents are considered to be cash on hand, demand deposits,
money market bank sweep accounts, money markets, and short-term investments with original
maturities of three months or less from the date of acquisition.

Investments

Investments with maturities exceeding twelve months at the date of purchase are stated at fair
value, which is the amount at which the investment can be exchanged in a current transaction
between willing parties. Investments with maturities of twelve months or less at the date of purchase
are held at amortized cost. Management of the District believes that in the areas of investment
practice, management reports and establishment of appropriate policies, the District adhered to the
requirements of the State of Texas Public Funds Investment Act. Additionally, management of the
District believes that investment practices of the District were in accordance with local policies.

Receivables and Payables

Activities between funds that are representative of lending/borrowing arrangements outstanding at
the end of the fiscal year are referred to as either “due to/from other funds”. Any residual balances
outstanding between the governmental activities and business-type activities are reported in the
government-wide statements as “internal balances.”

All trade and property tax receivables are shown net of allowance for uncollectible. The property
tax receivable allowance is 38% of outstanding property taxes at June 30, 2011.
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PLANO INDEPENDENT SCHOOL DISTRICT
NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2011

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES — CONTINUED
Assets, Liabilities and Net Assets or Equity — Continued
Inventories

Inventories of supplies on the balance sheet are stated at weighted average cost. Inventory items
are recorded as expenditures when they are consumed. Supplies are used for almost all functions
of activity.

Grant Fund Accounting

The Special Revenue Funds include programs that are financed on a project grant basis. These
projects have grant periods that range from less than twelve months to in excess of two years.
Grants are recorded as revenues when earned. Cost reimbursement grants are considered to be
earned to the extent of expenditures made under the provisions of the grants. Funds received, but
not earned, are recorded as deferred revenue until earned.

Indirect costs earned from grant programs are recorded as revenues of the General Fund. These
indirect costs are determined by applying approved indirect cost rates to actual expenditures of the
programs.

Encumbrances

Encumbrance accounting, under which purchase orders, contracts and other commitments for the
expenditure of funds are recorded in the accounting system in order to reserve the portion of the
applicable appropriation, is employed in the governmental fund financial statements. Encumbrances,
which have not been liquidated, are reported as assignments of fund balance since they do not
constitute expenditures or liabilities. District policy requires that such amounts be re-appropriated in
the following fiscal year.

Capital Assets

Capital assets, which include land, land improvements, building, building improvements and
equipment, are reported in the applicable governmental activities column in the government-wide
financial statements and the proprietary fund financial statements. Capital assets are recorded at
historical cost or estimated historical cost if purchased or constructed. The capitalization threshold
is a unit cost of $5,000. Donated capital assets are recorded at estimated fair market value at the
date of donation.

The costs of normal maintenance and repairs that do not add to the value of the asset or materially

extend the life of the asset are not capitalized. Major outlays for capital assets and improvements
are capitalized as projects are constructed.
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PLANO INDEPENDENT SCHOOL DISTRICT
NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2011
NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES — CONTINUED
Assets, Liabilities and Net Assets or Equity — Continued
Capital Assets — Continued
Buildings and building improvements of the District are depreciated using the straight-line method

beginning in the year after they are placed in service. Capital assets are depreciated using the
straight-line method over the following estimated useful lives:

Asset Classification Useful Life

Buildings and building improvements 50 years
Vehicles and buses 10 years
Furniture 20 years
Equipment

Computers 5 years

Kitchen equipment 10 years

Custodial equipment 15 years

Telephone equipment 10 years

Instruction and misc. equipment 10 years

Compensated Absences

Employees of the District are granted vacation and sick leave annually. Teachers do not receive
paid vacations but are paid only for the number of days they are required to work each year. As of
June 30, 2011, the District recorded $3,641,922 in the government-wide financial statements for
accrued vacation liabilities. Full-time employees in positions that require 12 months of service are
eligible for two weeks of vacation on July 1 following the first full year of employment. Full-time
employees who have not been employed one full year as of July 1 are eligible to take accrued days
after July 1 of that year but shall not be eligible for the full two weeks until July 1 of the following
year. Full-time employees who have completed five years of service in the District are granted
three weeks of vacation per year. Employees in positions that require 12 months of service may
extend accrued vacation time to September 30 each year. Vacation days not used by
September 30 may be carried over, with a maximum accrual of 40 days.

Employees are allowed to accrue five days of state personal leave and seven days of local sick
leave each year without limit. State personal leave and local sick leave do not vest under the
District’s policy and accordingly, employees can only utilize state personal and sick leave when
sick, or state personal leave for personal reasons when approved by their supervisor. Since the
employees’ accumulating rights to receive compensation for future absences are contingent upon
the absences being caused by future illnesses and such amounts cannot be reasonably estimated,
a liability for unused sick leave is not recorded in the financial statements.
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PLANO INDEPENDENT SCHOOL DISTRICT
NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2011

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES — CONTINUED
Assets Liabilities, and Net Assets or Equity — Continued
Long-term Liabilities

In the government-wide financial statements, long-term debt and other long-term obligations are
reported as liabilities in the Statement of Net Assets. Bond premiums and discounts, as well as
issuance costs for bond issuances beginning in September 2001, are deferred and amortized over
the life of the bonds. Bonds payable are reported inclusive of applicable bond premium or discount.
Bond issuance costs are reported as deferred charges and amortized over the term of the related
debt using the straight-line method. Losses on refunding are capitalized and amortized over the
shorter of the life of the new issuance or the life on existing debt using the effective interest method.
Premiums and discounts are amortized over the life of the related debt using the effective interest
method.

In the fund financial statements, governmental funds recognize bond premiums and discounts, as
well as bond issuance costs and deferred losses on refunding as expenditures during the current
period. The face amount of the debt issued is reported as other financing sources. Premiums
received on debt issuances are reported as other financing sources while discounts on debt
issuances are reported as other financing uses. Issuance costs, whether or not withheld from the
actual debt proceeds received, are reported as debt service expenditures.

Fund Balances and Net Assets
Government-Wide Financial Statements
Net assets on the Statement of Net Assets include the following:
Invested in Capital Assets, Net of Related Debt -- the component of net assets that reports the
difference between capital assets less both the accumulated depreciation and the outstanding
balance of debt net of premiums and discounts, excluding unspent proceeds, that is directly

attributable to the acquisition, construction or improvement of these capital assets.

Restricted for Debt Service -- the component of net assets that reports the difference between
assets and liabilities with constraints placed on their use by law.

Restricted for Food Service -- the component of net assets that reports the difference between
assets and liabilities with constraints placed on their use by the U.S. Department of Agriculture.

Unrestricted -- the difference between the assets and liabilities that is not reported in Net Assets

Invested in Capital Assets, Net of Related Debt, Net Assets Restricted for Food Service or Net
Assets Restricted for Debt Service.
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PLANO INDEPENDENT SCHOOL DISTRICT
NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2011

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES — CONTINUED
Fund Balances and Net Assets — Continued
Governmental Fund Financial Statements

The District has adopted the provisions of GASB Statement No. 54, Fund Balance Reporting and
Government Fund Type Definitions. The objective of the statement is to enhance the usefulness of
fund balance information by providing clearer fund balance classifications that can be more
consistently applied and by clarifying the existing government fund type definitions. The statement
establishes fund balance classifications that comprise a hierarchy based primarily on the extent to
which a government is bound to observe constraints imposed upon the use of the resources
reported in governmental funds. Fund balance classifications, under GASB 54 are Nonspendable,
Restricted, Committed, Assigned, and Unassigned. These classifications reflect not only the nature
of funds, but also provide clarity to the level of restriction placed upon fund balance. Fund balance
can have different levels of constaint, such as external versus internal compliance requirements.
Unassigned fund balance is a residual classification within the General Fund. The General Fund
should be the only fund that reports a positive unassigned balance. In all other funds, unassigned
is limited to negative residual fund balance.

In accordance with GASB 54, the District classifies governmental fund balances as follows:

Nonspendable -- includes amounts that cannot be spent because they are either not in spendable
form, or, for legal or contractual reasons, must be kept intact. This classification includes
inventories, prepaid items and long term receivables.

Restricted -- includes fund balance amounts that are constrained for specific purposes which are
externally imposed by providers, such as creditors or amounts retricted due to constitutional
provisions or enabling legislation. This classification includes the child nutrition program, retirement
of long term debt, construction programs and other federal and state grants.

Committed -- includes fund balance amounts that are constrained for specific purposes that are
internally imposed by the District through formal action of the highest level of decision making
authority. Committed fund balance is reported pursuant to resolution passed by the District’'s Board
of Trustees. This classification includes campus activity funds, local special revenue funds and
potential litigation, claims and judgments.

Assigned -- includes fund balance amounts that are self-imposed by the District to be used for a
particular purpose. Fund balance can be assigned by the District’'s Board, the Superintendent, or
the Associate Superintendent of Business Services. This classification includes insurance
deductibles, encumbrances, program start-up costs, projected budget deficit for subsequent years
and other legal uses.

Unassigned -- includes residual positive fund balance within the General Fund which has not been
classified within the other above mentioned categories. Unassigned fund balance may also include
negative balances for any governmental fund if expenditures exceed amounts restricted,
committed, or assigned for those specific purposes.
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NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES — CONTINUED

Fund Balances and Net Assets — Continued

Governmental Fund Financial Statement — Continued

When both restricted and unrestricted fund balances are available for use, it is the District’s policy
to use restricted fund balance first, then unrestricted fund balance. Furthermore, committed fund
balances are reduced first, followed by assigned amounts and the unassigned amounts when
expenditures are incurred for purposes for which amounts in any of those unrestricted fund balance
classifications can be used.

Minimum Fund Balance Policy

It is the desire of the Board to attempt to maintain a fund balance in the general operating fund
that is approximately 20 percent of general operating expenditures, excluding any
nonspendable fund balance; and fund balance in the interest and sinking fund that is
approximately 20 percent of the current annual debt services requirement.

Management’s Use of Estimates

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

NOTE 2. CASH AND INVESTMENTS

Statutes of the State of Texas and policies mandated by the District's Board of Trustees authorize the
District to invest in obligations of the U.S. Government or its agencies, repurchase agreements,
commercial paper, public fund investment pools, mutual funds and money market accounts. All cash
balances and investments are held separately in each of its funds.

As of June 30, 2011, the carrying amount of the District’'s cash deposits were $116,742 and the bank
balance was $621,303. The District’'s cash deposits at June 30, 2011 were entirely covered by FDIC
insurance or by pledged collateral held by the District’s bank in the District's name.

Depository information, required to be reported to the Texas Education Agency, is as follows:

a)
b)

c)
d)

Name of depository bank: Bank of America, N.A.
Amount of bond or security pledged as of the date of the highest combined balance on deposit was
$53,682,661.
Highest cash, savings and time deposits combined account balances amount was $2,001,130 and
occurred on December 23, 2010.
Total amount of Federal Deposit Insurance Corporation (FDIC) coverage at the time of highest
combined balance was $250,000.
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NOTE 2. CASH AND INVESTMENTS — CONTINUED

As of June 30, 2011, the District had the following investments:

Weighted Average

Investment Type Fair Value Maturity (Years)
U.S. Agencies $ 4,999,500 1.704
Commercial Paper 188,771,272 0.113
Municipal Tax Anticipation Notes 5,014,845 0.170
Certificates of Deposit 15,096,967 0.226
Public Funds Investment Pools 102,346,020 0.003

Total Fair Value $ 316,228,604

Portfolio weighted average maturity 0.109

The fair value of investments is $958 less than the book value reported by the District. As required by
GASB Statement No. 31, the District recognizes the net unrealized gain/loss on investments with a maturity
date greater than one year from the acquisition date and investments that are callable.

Interest rate risk. In accordance with the District’s investment policy, investments are made in a manner
that ensures the preservation of capital in the overall portfolio, and offsets during a 12-month period any
market price losses resulting from interest-rate fluctuations by income received from the balance of the
portfolio. The District’s policy states that no individual investment transaction shall be undertaken that
jeopardizes the total capital position of the overall portfolio.

Credit risk. The District’s policy relating to the credit risk of investments reflects adherence to the Public
Funds Investment Act, which limits investments in commercial paper to not less than A-1 or P-1 or
equivalent rating by at least two nationally recognized credit rating agencies. As of June 30, 2011, the
District had commercial paper of $188,771,272 in the portfolio. The District’s investments in public funds
investment pools and money market mutual funds include those with TexPool, TexStar and Federated
Tax-Free Obligation Fund. TexPool and TexStar are public funds investment pools operating in full
compliance with the Public Funds Investment Act. TexPool and TexStar are rated as AAA money market
funds by Standard & Poor’'s. Both investment pools use amortized costs, rather than market value, to
report net assets to compute share prices. Accordingly, the fair value of the position in these pools is the
same as the value of the shares in each pool. As of June 30, 2011, the District’s investment in TexPool and
TexStar was $32,788,627 and $1,538,202, respectively. The Federated Tax-Free Obligation Fund is rated
as AAA money market fund by Fitch and AAA by Moody’s. As of June 30, 2011, the District’s investment in
the Tax-Free Obligation Fund was $68,019,190 with a fair market value of $68,019,190.

Concentration of credit risk. The investment policy of the District places no limitations on the amount that
can be invested in any one issuer; however, the investment portfolio is diversified in terms of investment
instruments, maturity scheduling, and financial institutions to reduce risk of loss resulting from over-
concentration of assets in a specific class of investments, specific maturity, or specific issuer. More than
5% of the District’s investments are in the following instruments: University of Texas CP at 7.9%, City of
Austin, Texas CP at 9.3%, Harris City, Texas CP at 6.8% and LCRA CP at 6.32%. The commercial paper
for City of Austin, University of Texas and Harris City Texas are rated A-1+ by Standard & Poor’s and P-1
by Moody’s. The LCRA commercial paper is rated A-1 by Standard & Poor's and P-1 by Moody’s.
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NOTE 2. CASH AND INVESTMENTS — CONTINUED

Custodial credit risk — deposits. In the case of deposits, this is the risk that in the event of a bank failure,
the District’s deposits may not be returned to it. Under the Dodd Frank Act, the FDIC is providing 100%
FDIC insurance on all non-interest bearing transaction accounts regardless of the deposit size. This is in
addition to the $250,000 FDIC insurance for interest bearing deposits. The expanded insurance
coverage began on December 31, 2010 and will continue through December 31, 2012.

Custodial credit risk — investments. For an investment, this is the risk that, in the event of the failure of
the counterparty, the District will not be able to recover the value of its investments or collateral securities
that are in the possession of an outside party. Investments held by third parties were fully collateralized
and held in the District’'s name.

NOTE 3. PROPERTY TAXES AND STATE AID REVENUE
Property Taxes

The appraisal of property within the District is the responsibility of the Collin County Appraisal District
(Appraisal District). The District's property taxes are levied annually in October on the basis of the
Appraisal District's assessed values of property as of January 1 of that calendar year and are due and
payable when assessed. Such taxes are applicable to the fiscal year in which they are levied and
become delinquent with an enforceable lien on property after January 31 of the subsequent calendar
year. Delinquent taxes receivable and the related allowance for uncollectible taxes are shown on the
government-wide Statement of Net Assets and the fund financial Balance Sheet.

The District is permitted to levy taxes up to $1.04 per $100 of assessed valuation for general
governmental maintenance and operations. The tax rate for the payment of principal and interest on
general obligation long-term debt is determined by the debt service requirements of the outstanding
bonds as approved by the voters prior to issuance. For the current fiscal year, the Board of Trustees
set a tax rate of $1.3534 per $100 of assessed valuation. The maintenance and debt service portions
of such rate are $1.04 and $0.3134, respectively. The 2010 assessed valuation was $33,730,477,447
resulting in a tax levy of $449,546,631 for the current fiscal year. The 2010 tax levy reflects an
adjustment of $6,961,645 of frozen homestead exemptions for taxpayers 65 years and older as
mandated by state property tax laws.

Property taxes which are measurable (quantifiable) and available (collectible within the current period
or soon enough thereafter to finance expenditures of the current period, which the District has
estimated to be collected in the two months after the fiscal year end) are recognized as revenue in the
year of levy in the governmental fund financial statements. Property taxes, which are measurable but
not available, are recorded net of estimated uncollectible amounts, as deferred revenues in the year of
the levy in the governmental fund financial statements. Such deferred revenues are recognized in the
fund financial statements as revenue in the fiscal year in which they become available. In the
government-wide financial statements, property taxes are recognized as revenues in the year for which
the taxes are levied.
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NOTE 3. PROPERTY TAXES AND STATE AID REVENUE — CONTINUED
Property Taxes — Continued

Delinquent taxes receivable and the related allowance for uncollectible taxes in the governmental fund
financial statements as of June 30, 2011 are as follows:

Delinquent Taxes Allowance for Delinquent Taxes

Receivable, Gross Uncollectible Taxes Receivable, Net
General fund $ 7,602,140 $ 3,023,282 $ 4,578,858
Debt service fund 1,847,500 585,929 1,261,571
Total $ 9,449,640 $ 3,609,211 $ 5,840,429

The District entered into two tax increment reinvestment zone (TIF) agreements during the 1999 fiscal
year. TIF zone number 1 provides the District with a training facility. For fiscal year 2001 through
2021, the District will contribute 100% of the Maintenance and Operations portion of its taxes
attributable to the incremental increase in the assessed value of the property within the Tax Increment
Financing (TIF) Zone. TIF zone number 2 provides the District with a facility for administrative and
ancillary functions. For fiscal year 2001 through 2015, the District will contribute 100% of the
Maintenance and Operations portion of its taxes attributable to the incremental increase in the
assessed value of the property within the TIF Zone. Tax Increment Financing due to the TIF Board of
$3,875,996 is reported as due to other governments in the General Fund and is payable January 2012.
This amount includes $2,435,225 for Tax Year 2010 TIF #1 taxes and $1,440,771 for Tax Year 2010
TIF #2 taxes.

State Aid Revenue

The Texas Education Agency, through its application of state law, allocates state revenues to school
districts by formula allocation. The District receives two allocations, a per capita allocation and a
foundation program allocation. The District also recognizes revenues for the state’s share of the
contributions to the Teacher Retirement System of Texas. See Note 10 for additional information on
the employee’s retirement plan. Other state revenues are received through other state miscellaneous
programs on an allocated basis.

State Program Revenues

The components of state program revenues as shown in the governmental fund financial statements
are as follows:

Revenues Amounts
Per capita revenues $ 17,145,699
Foundation fund revenues 53,591,010
Technology allotment 1,541,761
Other state revenues 9,656,422
TRS on behalf 19,927,240
Total State Program Revenues $ 101,862,132
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NOTE 4. RECEIVABLES

Receivables due from other governments, as of June 30, 2011 for the District’s individual major funds and
non-major, internal service and fiduciary funds in the aggregate are as follows:

Non-Major
General Debt Service and Other
Fund Fund Funds Total
Due from the State of Texas $ 37,153,261 $ - $ 8,041,268 $ 45,194,529
Due from the Federal Government - - 319,543 319,543
Due from Other Local Governments 209,964 62,180 - 272,144
Total receivables $ 37,363,225 $ 62,180 $ 8,360,811 $ 45,786,216

NOTE 5. CAPITAL ASSETS

A summary of capital asset activity during the year ended June 30, 2011 follows:

Beginning Ending

Governmental Activities: Balance Increases Decreases Balance
Capital assets not being depreciated:

Land 67,778,997 3,157,394 1,077,427 69,858,964

Construction in Progress 96,160,597 89,759,408 107,575,996 78,344,009
Total capital assets not being depreciated 163,939,594 92,916,802 108,653,423 148,202,973
Capital assets being depreciated:

Land Improvements 32,553,626 3,646,779 - 36,200,405

Buildings and Improvements 974,171,407 100,771,823 - 1,074,943,230

Furniture/Equipment & Vehicles 87,515,912 10,085,679 1,263,694 96,337,897
Total capital assets being depreciated 1,094,240,945 114,504,281 1,263,694 1,207,481,532
Total Capital Assets 1,258,180,539 207,421,083 109,917,117 1,355,684,505
Less accumulated depreciation for:

Land Improvements 7,313,412 1,663,334 - 8,976,746

Buildings and Improvements 310,254,381 24,450,554 - 334,704,935

Furniture/Equipment & Vehicles 55,738,490 6,672,512 1,219,310 61,191,692
Total accumulated depreciation 373,306,283 32,786,400 1,219,310 404,873,373
Governmental funds capital assets, net 884,874,256 174,634,683 108,697,807 950,811,132
Internal Service Funds:

Furniture/Equipment & Vehicles 61,140 - - 61,140

Less Accumulated Depreciation 29,405 5,153 - 34,558
Internal service funds capital assets, net 31,735 5,153 - 26,582
Governmental activities capital assets, net 884,905,991 174,629,530 108,697,807 950,837,714
Business Activities:

Furniture/Equipment & Vehicles 5,445 - - 5,445

Less Accumulated Depreciation 5,445 - - 5,445
Business activities capital assets, net - - - -
Total Capital Assets, net 884,905,991 174,629,530 108,697,807 950,837,714
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NOTE 5. CAPITAL ASSETS — CONTINUED
Depreciation expense was charged to functions/programs of the primary government as follows:

Governmental activities:

Instruction $ 21,760,296
Instructional resources and media services 1,427,233
Curriculum development and instructional staff development 223,173
Instructional leadership 32,234
School leadership 833,975
Guidance, counseling, and evaluation services 201,934
Health services 88,141
Student transportation 1,205,703
Food services 1,801,306
Co-curricular/extracurricular activities 1,797,393
General administration 303,717
Plant maintenance and operations 2,726,867
Security and monitoring services 210,592
Data processing services 43,204
Community services 114,714
Facilities acquisition and construction 15,918

Total depreciation expense, governmental activities $ 32,786,400

Construction Commitments

The District had several active construction projects as of June 30, 2011. Projects included new school
construction, additions to buildings and renovation of existing facilities. Fiscal year 2011 expenses and
estimated future expenditures for capital projects are funded from unexpended bond proceeds and
additional general obligation bonds. The following summarizes the various types of projects:

New Construction -- A construction contract was awarded for a replacement building at Memorial
Elementary School. Construction continued for McMillien High School, Mendenhall Elementary School
replacement building and the Employee Childcare Center at Mendenhall High School.

Building Renovation/Additions -- Construction contracts were awarded during the year for the Haggard
Fine Arts addition, Williams High School collaboration project and Weatherford Elementary School
renovation. A contract was awarded for a new roof at Beverly and Gulledge Elementary Schools.
Construction continued for Plano Senior High School Fine Arts addition, Jackson Elementary School
renovation and Stinson Elementary School addition.

Completed Projects -- During fiscal year 2011, the District purchased a building for use as an Academy.
Additionally, construction was completed for renovation of Vines High School, Clark High School, Guinn
Special Programs Center, the transportation building and the concession building at Clark Field. The
brand new Otto Middle School was completed as well as building additions at Plano East Senior High
and Forman Elementary School. HVAC upgrades were completed at Jasper, Robinson, Bowman and
Barron Elementary Schools.
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NOTE 5. CAPITAL ASSETS — CONTINUED
Barksdale Elementary School, Bird Center and Robinson Middle School all received new roofs. Plano
West Senior High School received a lighting upgrade, Bowman Middle School restrooms were improved

and new floors installed at Haun Elementary School.

Current projects include the following:

Expenditures Estimated
Estimated Incurred to Future

Project Total Cost 06/30/11 Expenditures
PSHS Fine Arts Addition $ 10,646,900 $ 9,122,781 $ 1,524,119
Williams Collaboration 975,000 42,021 932,979
PESH Land 202,902 194,746 8,156
Academy 20,000 15,071 4,929
PWSH Addition & Lockers 150,000 137,498 12,502
McMillen HS Bldg and Land 41,654,903 37,248,014 4,406,889
Haggard Fine Arts Addition 4,074,939 3,092,689 982,250
Armstrong Marquee 20,770 10,770 10,000
Jackson Renovation and Land 9,961,433 8,461,471 1,499,962
Mendenhall Renovation and Land 12,871,347 11,099,182 1,772,165
Memorial Renovation and Land 14,420,705 3,201,530 11,219,175
Weatherford Renovation and Land 10,983,550 3,886,733 7,096,817
Hedgcoxe 5th Grade Renovation 49,566 995 48,571
Gulledge Roof/Plumbing 462,013 216,638 245,375
Haggar Plumbing 25,392 16,527 8,865
Beverly Roof 450,799 204,320 246,479
Stinson Addition and Land 1,429,392 1,191,031 238,361
Facility Services HVAC 30,000 6,375 23,625
Bird Parking 367,179 105,711 261,468
Employee Childcare @ Mendenhall 2,300,000 89,906 2,210,094

Total Ongoing Construction $ 111,096,790 $ 78,344,009 $ 32,752,781
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NOTE 6. INTERFUND RECEIVABLES, PAYABLES AND TRANSFERS

The composition of interfund balances in the fund financial statements as of June 30, 2011, is as follows:

Receivable Payable
General Fund $ 3,904,445 $ -
Other Governmental Funds - 3,903,831
Enterprise Funds - 614
Totals $ 3,904,445 $ 3,904,445

The primary interfund transactions at year-end included amounts due to the General Fund from Other
Governmental Funds for expenditures made by the funds prior to receiving reimbursement from the
federal, state or local sources.

The following is a summary of the District’s transfers for the year ended June 30, 2011:

Transfers Out Transfers In Total
General Debt Service Other Gov.
Fund Fund Funds
General Fund $ - $ - $ 1,696,057 $ 1,696,057
Capital Projects Fund - 261,827 - 261,827
Enterprise Funds 2,043,213 - - 2,043,213
Other Governmental Funds - - 1,128,600 1,128,600

$ 2,043,213 $ 261,827 $ 2,824,657 $ 5,129,697
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NOTE 6. INTERFUND RECEIVABLES, PAYABLES AND TRANSFERS — CONTINUED
The transfers made during the period consisted of the following:

From To Amount Description

General Fund Other Governmental Funds $ 1,696,057 To finance costs in excess of
federal allotments for
Headstart, the State Fiscal
Stabilization Fund and the
Summer Feeding Program; to
finance costs in excess of
donations, grants and user
charges in the Special Events
Fund; to finance costs for
academic initiatives supported
by the Dr Pepper Fund.

Capital Projects Fund Debt Service Fund 261,827 Transfer interest earned to
finance debt service costs
associated with construction
projects.

Enterprise Fund General Fund 2,043,213 Transfer revenue in excess of
cost from the After School
Care Program and the
Employee Child Care
Program.

Other Governmental Other Governmental 1,128,600 Transfer Food Services share
of Dr Pepper donations to
Food Services Fund.

Total Transfers $ 5,129,697
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The following is a summary of the District’s long-term debt for the year ended June 30, 2011

General Obligation Bonds Payable
Accreted Interest

Loss on Advanced Refunding
Premium on Bond Issuance
Compensated Absences

Arbitrage Liability

Totals

FOR THE YEAR ENDED JUNE 30, 2011

Obligations
Obligations New Retired or Obligations Obligations
Outstanding Obligations Refunded and Outstanding Due Within
7/1/2010 Incurred Accretion 6/30/2011 One Year
$ 1,046,554,958 $ 108,815,000 $ (175580,619) $ 979,789,339 $ 67,100,530
533,931 157,994 (64,382) 627,543 68,981
(16,883,792) (5,114,199) 1,670,408 (20,327,583) -
21,744,866 14,304,238 (5,359,381) 30,689,723 -
3,740,774 150,270 (249,122) 3,641,922 242,539
513,872 - (465,229) 48,643 -
$ 1,056,204609 $ 118,313,303 $ (180,048,325) $ 994,469,587 $ 67,412,050
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NOTE 7. LONG-TERM DEBT — CONTINUED
Debt Payable-Governmental Activities

Bonds payable at June 30, 2011, are composed of the following individual issues:

Interest Amounts Bonds Bonds Capital
Rate Original Outstanding at Issued Outstanding at Appreciation
Description Payable Issue July 1, 2010 (Retired) June 30, 2011 Accretion

School Building 4.88%

Unlimited Tax Bonds, to

Series 2000 513% $ 85,000,000 $ 6,320,000 $ (6,320,000) $ - -
School Building 4.32%

Refunding Bonds, to

Unlimited Tax Bonds 4.42%

Series 2001 264,705,000 88,360,000 (88,360,000) - -
School Building 4.10%

Unlimited Tax Bonds, to

Series 2002 5.10% 128,900,000 37,470,000 (29,535,000) 7,935,000 -
Unlimited Tax Refunding 2.00%

& Improvement Bonds to

Series 2003 5.25% 119,310,000 69,415,000 (25,045,000) 44,370,000 -
Unlimited Tax 2.00%

Refunding Bonds to

Series 2004 5.00% 112,080,000 73,540,000 (8,520,000) 65,020,000 -
School Building 3.25%

Unlimited Tax Bonds to

Series 2004 5.00% 71,420,000 58,650,000 (2,040,000) 56,610,000 -
Unlimited Tax

Refunding Bonds 5.00%

Series 2005 56,805,000 56,805,000 - 56,805,000 -
School Building 4.50%

Unlimited Tax Bonds to

Series 2006 5.75% 70,535,000 60,745,000 (2,775,000) 57,970,000 -
Unlimited Tax Refunding 5.00%

Current Interest Bonds to

Series 2006 5.00% 121,805,000 121,805,000 - 121,805,000 -
School Building

Refunding Capital 3.52%

Appreciation Bonds to

Series 2006 4.05% 7,375,443 3,579,958 (385,619) 3,194,339 627,543
School Building 4.50%

Unlimited Tax Bonds to

Series 2007 5.00% 76,670,000 68,740,000 (2,965,000) 65,775,000 -
School Building 3.00%

Unlimited Tax Bonds to

Series 2008 5.00% 58,280,000 53,380,000 (2,715,000) 50,665,000 -
Unlimited Tax 3.25%

Refunding Bonds to

Series 2008 4.60% 33,305,000 33,305,000 - 33,305,000 -
School Building 5.00%

Current Interest Bonds to

Series 2008A 5.25% 177,465,000 177,465,000 (3,910,000) 173,555,000 -
School Building 4.00%

Unlimited Tax Bonds

Series 2009A 17,685,000 17,685,000 (3,010,000) 14,675,000 -
School Building 4.04%

Unlimited Tax Bonds to

Series 2009B 6.27% 87,390,000 87,390,000 - 87,390,000 -
School Building

Unlimited Tax Bonds 1.00%

Series 2009C 31,900,000 31,900,000 31,900,000 -
Unlimited Tax 3.00%

Refunding Bonds to

Series 2010 5.00% 108,815,000 - 108,815,000 108,815,000

Totals $ 1,046,554,958 $ (66,765,619) $ 979,789,339 627,543
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NOTE 7. LONG-TERM DEBT — CONTINUED

Debt Payable-Governmental Activities — Continued

The following table summarizes the annual debt service requirements of the outstanding debt issues at
June 30, 2011, to maturity:

Bond Bond
Principal Interest Totals

2012 $ 67,100,530 47,702,382 114,802,912
2013 69,185,613 47,016,565 116,202,178
2014 71,840,415 43,819,470 115,659,885
2015 71,085,616 40,617,620 111,703,236
2016 59,382,165 37,183,901 96,566,066
2017-2021 268,585,000 144,230,188 412,815,188
2022-2026 144,355,000 88,223,102 232,578,102
2027-2031 151,790,000 52,187,273 203,977,273
2032-2036 76,465,000 14,963,490 91,428,490
$ 979,789,339 $ 515,943,991 $ 1,495,733,330

During the year, the District issued $108,815,000 Series 2010 Refunding Bonds used to refund
$78,625,000 of outstanding Series 2001 bonds, $26,600,000 of outstanding Series 2002 bonds and
$12,255,000 of outstanding Series 2003 bonds. An amount of $122,845,201 was placed in an
irrevocable trust to provide for future debt service payments relating to the defeased bonds.
Accordingly, the trust assets and liabilities for the defeased bonds are not included in the District’s
financial statements. The net present value of the economic gain on the refunding was $12.5 million.
The reacquisition price exceeded the net carrying amount of the old debt by $5,114,199.

As of June 30, 2011, the principal balance of all defeased bonds outstanding was $122,175,000.
Original losses on refunding were $29 million of which $20.3 million is unamortized and reported in the
Statement of Net Assets as a reduction in the long-term debt. Unamortized bond premiums of $30.7
million are reported in the Statement of Net Assets as an increase in the long-term debt.

As of June 30, 2011, $172,470,000 of bonds were authorized by bond election and not issued.
Other Long-Term Debt

Arbitrage - The Federal Tax Reform Act of 1986 requires issuers of tax-exempt debt to make payments
to the United States Treasury of investment income received at yields that exceed the issuer’s tax-
exempt borrowing rates. The U.S. Treasury requires payment for each issue every five years.
Arbitrage liability for tax-exempt debt subject to the Tax Reform Act issued through June 30, 2011,
amounted to $48,643. The estimated liability is updated annually for any tax-exempt issuances or
changes in yields until such time payment of the calculated liability is due.

Compensated Absences - Certain employees are entitled to receive accrued vacation pay in a lump-
sum cash payment upon termination of employment with the District. The net decrease of $98,852
over the prior fiscal year represents the recorded decrease in the liability due to employees using more
accumulated vacation pay. The general fund and special revenue funds are used to liquidate
compensated absences.

52



PLANO INDEPENDENT SCHOOL DISTRICT
NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2011

NOTE 8. Encumbrances

At June 30, 2011, the District had encumbrances which are classified as restricted, committed or assigned
in accordance with purpose restrictions. Encumbrances reported in the Governmental Funds were as
follows:

Federal State Local
General Capital Food Special Special Special

Function Fund Projects Service Revenue Revenue Revenue Total
Instruction $ 560,452 $ - $ - $ 4,089 $23,746 $14,795 $ 603,082
Instructional resources 103,808 - - - - - 103,808
Curriculum & instructional

staff development 26,311 - - 32,118 - - 58,429
Instructional leadership 2,728 - - - - - 2,728
School leadership 9,419 - - - - - 9,419
Guidance, counseling &
evaluation services 56,758 - - - - - 56,758
Health services 5,773 - - - - - 5,773
Student transportation 26,164 - - - - - 26,164
Food services - 136,434 5,626 - - 142,060
Co-curricular/extracurricular

activities 181,318 - - - - 26,980 208,298
General administration 23,340 - - - - - 23,340
Plan maintenance

and operations 1,154,394 - - - - 2,029 1,156,423
Security and

monitoring services 12,236 - - - - - 12,236
Data processing services 17,346 - - - - 45,000 62,346
Community services 1,558 - - 1,702 - - 3,260
Facilities acquisition

and construction 38,884,371 - - - - 38,884,371
Total encumbrances

by fund type $2,181,605 $ 38,884,371 $ 136,434 $ 43,535 $ 23,746 $88,804 $ 41,358,495
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NOTE 9. RISK MANAGEMENT

The District is exposed to various risks related to theft of, damage to and destruction of assets; errors and
omissions; and natural disasters. The District’s risk management program encompasses various means of
protecting the District against losses through policies with commercial insurance carriers or through self-
insurance. Settled claims have not exceeded insurance coverage in any of the previous five fiscal years.

Workers’ Compensation

The District maintains a self-insurance program for workers’ compensation. Contributions are paid from
all governmental and proprietary funds to the Workers’ Compensation Internal Service Fund from which
all claims and administrative expenses are paid. The District maintains a catastrophic loss insurance
policy for catastrophic losses exceeding $400,000 per occurrence up to statutory limit of liability.

An accrual for incurred but not reported claims in the amount of $1,722,000 has been recorded in the
fund as of June 30, 2011. Claims payable, including an estimate of claims incurred but not reported,
was actuarially determined based on the District’s historical claims experience and an estimate of the
remaining liability on known claims.

Workers’ Compensation Fund changes in claims payable for the years ended June 30, 2011 and
June 30, 2010:

June 30, 2011 June 30, 2010
Claims payable, beginning of fiscal year $ 1,681,000 $ 1,634,000
Incurred claims and claim adjustment expenses 1,458,325 1,411,989
Claim payments during the year (1,417,325) (1,364,989)
Claims payable, end of fiscal year $ 1,722,000 $ 1,681,000

Health Benefits

As of January 1, 2010, the District discontinued all of the self-funded medical plans with the exception
of the alternate plan. At that time, employees became eligible to purchase health insurance through
TRS-Active Care which is the statewide health plan for public education employees established by the
77th Texas Legislature and is a fully insured plan administered by Blue Cross and Blue Shield of
Texas. The alternate plan is administered by the District and pays benefits to hospitalized employees.
This plan was discontinued August 31, 2011.

During the year ended June 30, 2011, the District funded benefit credits of $259 per month per
participating employee to the health insurance internal service fund. The District contribution, along with
the employee contribution made through payroll deduction was used to pay the premiums for the
insurance plans chosen by the employee. The District also offers a flexible spending option that is
administered by Flexible Benefit Administrators.

The self-funded health and dental plans paid out all final claims incurred prior to the end of the plan,
December 31, 2009. Claims payments on these plans ended and all funds held by CIGNA, the third
party administrator, were returned to the District.
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Health Benefits — Continued

Health Benefits Fund changes in claims payable for the years ended June 30, 2011 and June 30, 2010:

June 30, 2011 June 30, 2010

Claims payable, beginning of fiscal year $ 300,000 $ 2,299,976
Incurred claims and claim adjustment expenses 81,706 22,415,869
Claim payments during the year (381,706) (24,415,845)
Claims payable, end of fiscal year $ - $ 300,000

Property, Casualty, General Liability and Professional Liability

The District purchases commercial policies which include general liability, property and auto insurance.
However, the District has established a self-funded internal service fund to pay the cost of deductibles
associated with these insurance policies. There have been no significant reductions in insurance
coverage from coverage in the prior year for any category of risk. The deductible for property insurance
is $100,000 with no deductible on auto insurance. In addition, the District purchases professional legal
liability insurance and must pay the first $250,000 on each liability claim. The amount of claims
settlements did not exceed the insurance coverage in each of the past three years.

An accrual for incurred but not reported claims in the amount of $52,020 has been recorded as of
June 30, 2011. Property and Liability changes in claims payable for the years ended June 30, 2011
and June 30, 2010:

June 30, 2011 June 30, 2010

Claims payable, beginning of fiscal year $ 304,322 $ 198,634
Incurred claims and claim adjustment expenses 499,026 374,847
Claim payments during the year (751,328) (269,159)
Claims payable, end of fiscal year $ 52,020 $ 304,322

Unemployment

In prior fiscal years, the self-funded unemployment was part of the property, casualty and liability
internal self-insurance fund. During the fiscal year ended June 30, 2011, the District opened a separate
internal service fund to account for unemployment benefits. TASB Risk Management Fund bills the
District quarterly for the unemployment benefits paid out by the Texas Workforce Commission.

55



PLANO INDEPENDENT SCHOOL DISTRICT
NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2011

NOTE 9. RISK MANAGEMENT — CONTINUED
Unemployment — Continued
The District maintains the self-insurance program for unemployment benefits which is funded by
premiums charged to the general and special revenue funds. An accrual for incurred but not reported

claims in the amount of $234,554 has been recorded as of June 30, 2011. Changes in unemployment
claims payable for the years ended June 30, 2011 and June 30, 2010:

June 30, 2011 June 30, 2010

Claims payable, beginning of fiscal year $ 187,670 $ 127,760
Incurred claims and claim adjustment expenses 77,896 270,455
Claim payments during the year (31,012) (210,545)
Claims payable, end of fiscal year $ 234,554 $ 187,670

The liabilities for each type of claims payable described above are expected to be liquidated within the
next twelve months, and are, therefore, recorded as current liabilities.

NOTE 10. EMPLOYEES’ RETIREMENT PLAN AND RETIREE HEALTH PLAN
Retirement Plan Description

The District’'s employees are covered by the Teacher Retirement System of Texas (TRS). TRS, a
public employee retirement system (PERS), is a multiple-employer defined benefit pension plan. Itis a
cost sharing PERS with one exception: all risks and costs are not shared by the District but are the
liability of the State of Texas. By statute, the State of Texas contributes to the retirement system an
amount equal to the current authorized rate multiplied by the aggregate annual compensation of all
members of the retirement system during that fiscal year. The District’'s covered payroll for the year
ended June 30, 2011, was $328,010,077. For members of the retirement system entitled to the State’s
statutory minimum salary certain school personnel, the District pays the State’s contribution on the part
of the member’s salary that exceeds the statutory minimum.

Types of Employees Covered
All members of public state-supported educational institutions in Texas who are employed for one-half

or more of the standard workload and who are not exempted from membership under the Texas
Government Code are covered by the plan.
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NOTE 10. EMPLOYEES’ RETIREMENT PLAN AND RETIREE HEALTH PLAN — CONTINUED
Benefit Provisions and Service Requirements

TRS administers retirement and disability annuities and death and survivor benefits to employees and
beneficiaries of employees of the public school system of Texas. It operates primarily under the
provisions of the Texas Constitution Article XVI, Section 67 and the Texas Government Code, Title 8,
Subtitle C, Chapter 803 and 805, respectively. Service requirements are as follows:

Normal - Age 65 with 5 or more years of service credit, or at least age 60 and the sum of member’s age
and years of credit equals or exceeds 80, with at least five years of service.

Reduced - If a member prior to September 1, 2007, age 55 with 5 or more years of service credit, or
any age below 50 with 30 or more years of credited service. If a member on or after September 1,
2007, at least age 55 with five or more years of service credit; your age and service credit total 80 but
age is less than 60 with at least 5 years of service credit; or 30 years of service credit and age is less
than 60.

Members are fully vested after five years of creditable service and are entitled to any benefit for which
eligibility requirements have been met.

Funding Policy

State law provides for a state contribution rate of 6.644% beginning January 1, 2010 and a member
contribution rate of 6.4%. The State of Texas’ contribution is a percentage of members’ eligible gross
earnings, except for those District employees subject to the statutory minimum rules and those
employees being paid from and participating in federally funded programs. The statutory minimum
requirements are based on the State of Texas minimum teacher schedule and then adjusted based on
local tax rates. For employees paid by federal programs, the federal programs are required to
contribute the state’s portion.

Contribution requirements are not actuarially determined but are legally established each biennium
pursuant to the following state funding policy: (1) the state contribution requires the legislature to
establish a member contribution rate of not less than 6% of the member’s annual compensation and a
state contribution of not less than 6% of the member’s annual compensation rate and not more than
10% of the aggregate annual compensation of all members of the system during the fiscal year, (2) a
state statute prohibits benefit improvements or contribution reductions if, as a result of the particular
actions, the time required to amortize TRS’s unfunded actuarial liabilities would be increased to a
period that exceeds 31 years, or if the amortization period exceeds 31 years, the period would be
increased by such action.

Retiree Health Plan

Plan Description
The District contributes to the Texas Public School Retired Employees Group Insurance Program
(TRS-Care), a cost-sharing multiple-employer defined benefit post-employment health care plan

administered by the Teacher Retirement System of Texas.
57



PLANO INDEPENDENT SCHOOL DISTRICT
NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2011

NOTE 10. EMPLOYEES’ RETIREMENT PLAN AND RETIREE HEALTH PLAN — CONTINUED
Retiree Health Plan — Continued
Plan Description — Continued

TRS-Care Retired Plan provides health care coverage for certain persons (and their dependents)
who retired under the Teacher Retirement System of Texas. The statutory authority for the
program is Texas Insurance Code, Chapter 1575. Section 1575.052 grants the TRS Board of
Trustees the authority to establish and amend basic and optional group insurance coverage for
participants.

Funding Policy

Contribution requirements are not actuarially determined but are legally established each biennium
by the Texas Legislature. Texas Insurance code, Sections 1575.202, 203 and 204 establish state,
active employee, and public school contributions, respectively. The State of Texas and active
public school employee contribution rates were 1.0% and 0.65% of the public school payroll,
respectively, with school districts contributing a percentage of payroll set at 0.55%. Per Texas
Insurance Code, Chapter 1575, the public school contribution may not be less than 0.25% or
greater than 0.75% of the salary of each active employee. In addition, the State of Texas
contributed $849,739 in 2011 for on-behalf payments for Medicare Part D.

Contributions Made

Contributions made by the State, the District and its employees; and the District's covered payroll for
the fiscal years 2011, 2010 and 2009 are as follows:

2011 2010 2009

Covered Payroll $ 328,010,077 $ 320,851,289 $ 312,474,500
Contributions made by the State 19,927,240 19,611,938 18,922,208

Retirement plan rate * 6.64% 6.58-6.644% 6.58%

Retiree health care rate 1.00% 1.00% 1.00%

Medicare Part D 849,739 784,036 731,599
District Required and Actual

contributions to TRS & TRS - Care 5,995,589 5,593,165 5,494,958
Employee contributions to TRS &

TRS - Care 20,992,573 20,534,144 2,008,789

* Retirement plan rate increased to 6.644% beginning 1/1/10

The contributions made by the State on behalf of the District have been recorded in the government-
wide financial statements and in the fund financial statement of the General Fund as both state
revenues and payroll expenditures. These contributions are the legal responsibility of the State.

TRS issues a publicly available financial report that includes financial statements and required
supplementary information for the defined benefit pension plan and TRS-Care. This report may be
obtained by contacting the TRS Communications Department, 1000 Red River Street, Austin, Texas
78701.
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NOTE 11. RECAPTURE PAYMENT

Intergovernmental Charges include an amount of $28,998,089 representing recapture payments made in
accordance with the state school finance law. The state school finance law has capped the amount of
property value per student that can be retained by local districts at $476,500 per student. The District’s
property value of $523,268 per weighted average daily attendance is significantly higher than the state
mandated limit. The amount of tax revenue generated by the excess property value over the state
mandated limit is recaptured by the state. The formula for this expense is based on prior taxable value
using current year tax collections and current year WADA (weighted average daily attendance). The
District’s recapture payment for 2010-2011 of $28,601,678 decreased $6 million due to the increase in the
WADA of 1,043 resulting in the lower property value per WADA. Due to prior year adjustments and final
settle ups, the District made additional payments of $396,411. Final settle up for 2010-2011 takes place
well after the District’s fiscal year end and may result in a refund or payable of additional amounts.

NOTE 12. COMMITMENTS AND CONTINGENCIES

The District received financial resources from numerous federal and state governmental agencies in the
form of grants. The disbursement of funds received under these programs generally requires compliance
with terms and conditions specified in the grant agreements, subject to audit by the grantor agencies and
the Texas Education Agency. Any disallowed claims resulting from such audits could become a liability of
the General Fund. However, in the opinion of management, any such disallowed claims, if any, will not
have a material effect on any of the financial statements of the individual fund types included herein or on
the overall financial position of the District at June 30, 2011.

The District is the defendant in a number of lawsuits arising principally in the normal course of operations.
In the opinion of the administration, the outcome of these lawsuits will not have a material adverse effect on
the accompanying combined financial statements. A provision for losses has been recorded in the self-
funded internal service fund to pay the cost of deductibles associated with the District’s professional legal
liability insurance.

The District is party to several operating leases for the rental of copier machines and portable buildings.
These leases are for various terms with expiration dates through 2015. Payments under the leases for the
year ended June 30, 2011 totaled $1,446,463. Future obligations under the leases are as follows:

2012 $ 1,279,704
2013 1,262,105
2014 879,366
2015 113,887

NOTE 13. SHARED SERVICE ARRANGEMENTS
The District is the fiscal agent for a Shared Service Arrangement (SSA) which provides deaf education

services to member districts whose students are enrolled in the Regional Day School Program for the Deaf
(RDSPD). In addition to the District, other member districts include Allen ISD, Anna ISD, Blue Ridge ISD,
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NOTE 13. SHARED SERVICE ARRANGEMENTS - CONTINUED

Celina 1SD, Community ISD, Coppell ISD, Farmersville ISD, Frisco ISD, Lovejoy ISD, McKinney ISD,
Melissa ISD, Princeton ISD, Prosper ISD, Richardson ISD and Wylie ISD.

The District, acting as the fiscal agent, receives monies from the granting agencies and administers the
program. The fiscal agent is responsible for employment of personnel, budgeting, accounting and
reporting. According to guidance provided in the TEA Financial Accounting Resource Guide, Update 14.0,
the District has accounted for the activities of the SSA in the appropriate special revenue funds.
Additionally, the SSA is accounted for using Model #2 in Section 1.3.1.6 of the Accounting and Reporting
Treatment Guidance.

According to the SSA agreement, costs incurred by the RDSPD over and above the amount of state and
federal funds received shall be divided among the member districts using a weighted formula based on
student services, time and distance to a school.

Expenditures billed to the SSA members as of June 30, 2011 are summarized below: