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October 23, 2008

TO THE CITIZENS AND THE HONORABLE BOARD OF TRUSTEES OF THE WASHOE
COUNTY SCHOOL DISTRICT:

The comprehensive annual financial report of the Washoe County School District (the "District") for
the fiscal year ended June 30, 2008, is hereby submitted. Nevada Revised Statutes (NRS)
354.624 requires the District to issue an annual report on its financial position and activities and
that this report be audited by an independent firm of certified public accountants.

Responsibility for both the accuracy of the data and the completeness and fairness of the
presentation, including all disclosures, rests with District’'s management. The report has been
prepared by the Business and Financial Services Division and to the best of our knowledge and
belief the data contained in the report is accurate in all material respects and presents fairly the
financial position of the various funds of this organization, including all disclosures necessary to
understand the District’s activities.

Kafoury, Armstrong & Co., Certified Public Accountants, have issued an unqualified (“clean”)
opinion on the District’s financial statements for the year ended June 30, 2008. The independent
auditor’s report is located at the front of the financial section of this report.

Management’'s discussion and analysis (MD&A) immediately follows the independent auditor’s
report and provides a narrative introduction, overview, and analysis of the basic financial
statements. MD&A complements this letter of transmittal and should be read in conjunction with it.

PROFILE OF THE GOVERNMENT

The District was organized as a result of legislation enacted in 1956. The District provides a full
range of elementary and secondary educational services including local, state, and federal
programs. As with all school districts in Nevada, its boundaries are conterminous with the County.
During fiscal year 2007-08, the District operated sixty-five elementary schools (including one
special education facility), fiteen middle schools, and fifteen high schools (including three
alternative high schools). The District employed approximately 8,577 employees (certified,
classified, administrative and substitutes) and served 63,626 students during the year. The
governing board of the District consists of seven members elected by the public for four-year
terms. The Board of Trustees believe that our mission is to provide each student the opportunity to
achieve his or her potential through a superior education in a safe and challenging environment in
order to develop responsible and productive citizens for our diverse and rapidly changing
community.

The Board of Trustees is ultimately accountable for the fiscal matters of the District. The
Superintendent of Schools is responsible to the Board of Trustees for the general efficiency of the s e,
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school system, including personnel, finance, administration and instruction, student services, and
all other phases of District operations. In addition, the Superintendent develops policy for
constructive relations between schools and the community, and assures programs are responsive
to current and future student needs, and compatible with community expectations.

The Business and Financial Services Office develops and administers a budgeting system that
serves as the primary means by which most of the financing, acquisition, spending and service-
delivery activities of the District are controlled. The use of an annual operating budget is
prescribed under Chapter 354 of the Nevada Revised Statutes. The budget is approved by the
Board of Trustees through public hearings and is submitted to the Nevada Tax Commission for
compliance review.

LOCAL ECONOMY

The District is located in the northwestern part of the State of Nevada in the boundaries
designated as Washoe County. The County itself is the second largest (population wise) in the
State covering an area of 6,600 square miles with the county seat in the City of Reno. Other
cities included in the County are Gerlach, Sparks, Wadsworth and Incline Village at Lake Tahoe.

The economy of Nevada is heavily dependent upon a tourist industry based on legalized casino
gambling. Gaming has been legal in Nevada since 1931 and is regulated and controlled by the
State. Different forms of legal gaming have been authorized or are being considered by many
states, including California. As such, the diversification of Nevada'’s job base continues to be a
high priority throughout the State.

Washoe County continues to be one of the most diversified in Nevada. The Reno/Sparks area
is a principal manufacturing and distribution center for the Western United States with industrial
space of nearly 68.3 million square feet. New and improved industrial and business parks offer
sites at a wide range of prices, with easy access to existing freeways, railroads and the airport.
The ease of transportation access has also contributed to tourism with the growth of ski resorts,
golf courses, a National Bowling Stadium, and expanded convention facilities throughout the
region. Washoe County also hosts a number of significant events each year including the Reno
Rodeo, Hot August Nights Classic Cars, the Reno/Tahoe PGA Golf Tournament, the Best in the
West Rib Cook-Off, the National Championship Air Races, and the Great Reno Balloon Race.
Additionally, the local response to generate new business is to increase emphasis on special
events and concentrate on outdoor activities that involve Lake Tahoe, Pyramid Lake, the Sierra
mountains and the vast open space. It is this quality of life coupled with low taxes, no personal
or corporate income tax that makes northern Nevada appealing to companies looking to
relocate their operations to this area.

The forecasted population of Washoe County at the end of the 2007-08 fiscal period is 419,037,
which reflects a 25.2% increase over the 1998-99 population of 334,601. Over the last year, the
County population is forecasted to increase by 3,262 or .78%. The annual labor force of the
County is estimated at 228,617 at the end of June 2008, and the unemployment rate was
established at a fiscal year average of 5.4% compared to 4.2% last year. This can be compared
to the United States unemployment rate of 5.0% for the same period.

Other indicators of the economy in the County are reflected in taxable sales that decreased
(5.26%) compared to an (.59%) decrease in the prior year. Air traffic in Reno is down (3.45%),
while gross income from gaming was down (6.82%). Additionally, sales of existing homes
decreased (1,045) or (22.38%) while new family units were at 480 compared to 557 in the prior
year. In summary, Washoe County’s economy has experienced declining growth when
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compared to similar statistics in recent business cycles. These declines are comparable to the
significant economic problems that are being experienced throughout the Untied States.

LONG-TERM FINANCIAL PLANNING

In 2008, the Chief Financial Officer continued to provide recommendations of “best practices”
for financial policies for adoption by the District as directed by the Board of Trustees. The
process is expected to continue during the next fiscal year. Work began on internal service fund
policies, but was delayed as a result of statewide budget reductions. Once the budget situation
stabilizes, the District intends to resume this strategy of improving its financial policies and the
goal of maintaining prudent reserves.

The Board continues using the Vision 2015 Plan (adopted last year), a long-range facility
planning process, as a tool for evaluating and recommending future capital project plans for the
rollover bond program. The District also has projected its facility needs through 2012 and has a
5-year Capital Improvement Plan that estimates capital construction needs in more detail.

The District adopted GASB Statement No. 45 to begin addressing the overall funding issue of
the retiree health insurance in fiscal year 2008. The District set up a new pension-type trust
fund for funding the retiree costs and liability in 2008. Updated actuarial studies have been
completed and the new trust fund was operational at June 30, 2008. The District is facing
budget reductions in fiscal year 2009-2010 that may affect total funding of the annual required
contribution, but may be able to cover any funding deficiency by using some of the pre-funding
amounts discussed below.

In addition to the new trust fund, the District has a pre-funding fund which has an $11.5 million
balance available for retiree health benefits as of June 30, 2008. The Legislature sunsetted
entrance of retirees into the Public Employees Benefit Program as of November 29, 2008,
resulting in making that program a closed plan after that date. This change resulted in a
substantial reduction of the actuarial liability and annual required contributions for the District.

MAJOR INITIATIVES

Enrollment Trends and Attendance Boundaries

The district has seen a major slowdown in enrollment growth, a trend we noted in last year’'s
report. For the 2008-09 school year, the unofficial enrollment total is 63,313. That is a net loss of
313 students over the prior year and represents a (.5%) decline. We attribute that decline to two
factors; the opening of a new charter school serving elementary age children, and anecdotal
reports of families leaving the area. Over time, we have also observed a shifting of enrollment
patterns between schools, with some schools over capacity and others under utilized. To
maximize existing capacity, we have completed a district-wide rezoning of elementary students
resulting in the movement of about 1,800 students. Doing so saved the need to build three new
elementary schools with a cost-avoidance of nearly $45 million. A similar effort is now beginning
in our high schools.

Facility Needs

The November 4, 2008 general election has a ballot measure on behalf of the Washoe County
School District to renew and revitalize existing schools and to add technology upgrades. If
passed by voters, we will realize about $23.5 million annually (from a 1/4 percent increase in
sales tax rate and a 1/2 percent increase of taxable value in the Government Services Tax)
between now and 2014. Those proceeds will be used as security for the issuance of general
obligation bonds equaling $393 million. An average household can expect to pay an additional
$25 per year if it spends $10,000 on taxable items in one year, and, on average, an additional
$14.68 per year on vehicle registration. The measure is on the ballot by virtue of Senate Bill
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154, passed in the 2007 legislature. In last year’s report, we commented on the establishment of
a committee created by this bill. They have completed their work and the question will now be
decided by the voters. Funds for needed new schools will come from the current rollover bond
program.

Curriculum Initiatives

Because of recent federal legislation (the reauthorization of the Individuals with Disabilities
Education Act) a major project is underway to implement a new instructional model called
Response to Intervention (RTI). Regular classroom teachers are now required to differentiate
their instruction and to take students through a series of increasingly stringent strategies before
requesting that a student be served by a special education teacher. Significant resources are
being devoted to teacher and principal professional development as this new program is
launched. Last year, we commented on the new high school Gateway Curriculum whereby all
students are enrolled in three years of science and four years of mathematics. This year we are
piloting a brand new math course as an alternative for the fourth year requirement. Its four 9-
week modules will show students how math is used in medicine, technology, fine arts and
banking and finance.

Improved Communications & Community Outreach

The Board of Trustees has recently approved a new Strategic Plan for Communications. Major
new initiatives in the plan are the result of input from more than 400 citizens reached during the
Trustees’ Listen to Learn sessions and from a community opinion poll focused on
communications issues. This fall, the district also launched a completely redesigned and
updated website with new features and improved functionality.

INTERNAL CONTROLS

The District maintains an internal control structure, which uses policies and procedures established
by the Business and Financial Services Division to provide reasonable assurance that specific
entity objectives (e.g., compliance with legal requirements) will be achieved, that proper recording
of financial transactions are made, and that assets will be safeguarded in the public interest. The
District has an Internal Audit Department, which reports administratively to the Superintendent. The
department has full and independent access to the Audit Committee of the Board of Trustees and
is authorized to review all areas of the District with full, free, and unrestricted access to all activities,
records, property, and personnel as may be required.

The concept of reasonable assurance recognizes that the cost of control should not exceed the
benefits likely to be derived and that the evaluation of such costs and benefits requires estimates
and judgments made by management. We believe the District’'s internal accounting controls
provide reasonable assurance of proper recording and disclosure of financial transactions and
adequately safeguards assets.

AWARDS AND ACKNOWLEGMENTS

The Government Finance Officers Association of the United States and Canada (GFOA) awarded
the Certificate of Achievement for Excellence in Financial Reporting to the District for its
comprehensive annual financial report (CAFR) for the fiscal year ended June 30, 2007. This is the
seventh 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. The report must satisfy both generally
accepted accounting principles and applicable legal requirements.
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A Certificate of Achievement is valid for one year. We believe that our current CAFR continues to
meet the Certificate of Achievement Program’s requirements and we are submitting it to GFOA to
determine its eligibility for another certificate. Prior to this award, the District only applied for the
Association of School Business Officials International (ASBO) Certificate of Excellence in
Financial Reporting award and received this award for eight consecutive years.

The preparation of this report on a timely basis was made possible through the dedicated services
of the entire accounting staff of the Business and Financial Services Division. Through their
efforts, the report and its contents were compiled into an easily readable and efficiently organized
document. Thanks also to the Print Shop for producing this document and to the staff from
Kafoury, Armstrong & Co., Certified Public Accountants, for their contribution and support.
Special thanks to the Board of Trustees for their direction and support provided in the planning
and conducting of the financial operations of the District in a progressive and prudent manner.

Respectfully submitted,

TN ,
\\ %&N{P )Ua/‘v 5. £

Paul S. Dugan Gary S. Kraemer, CPA
Superintendent Chief Financial Officer
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KAFOURY, ARMSTRONG & CO.
<( ~ )>> A PROFESSIONAL CORPORATION
CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITOR’S REPORT

To the Board of Trustees of the
Washoe County School District
Washoe County, Nevada

We have audited the accompanying financial statements of the governmental activities,
the business-type activities, each major fund, and the aggregate remaining fund information of
Washoe County School District, Washoe County, Nevada (the "District") as of and for the year
ended June 30, 2008, which collectively comprise the District's basic financial statements as
listed in the Table of Contents. These financial statements are the responsibility of the
management of the District. Our responsibility is to express an opinion on these financial
statements based on our audit.

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

In our opinion, the financial statements referred to above present fairly, in all material
respects, the respective financial position of the governmental activities, the business-type
activities, each major fund, and the aggregate remaining fund information of the District, as of
June 30, 2008, and the respective changes in financial position and cash flows, where
applicable, thereof and the respective budgetary comparison for the General Fund and the
Special Education Fund 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 a report dated
October 23, 2008 on our consideration of the District's internal control over financial reporting
and on our tests of its compliance with certain provisions of laws, regulations, contracts, 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 compiiance and the resuits of that testing,
and not to provide an opinion on the internal control over financial reporting or on compliance.
That report is an integral part of an audit performed in accordance with Government Auditing
Standards and should be considered in assessing the results of our audit.

Management's Discussion and Analysis and the schedules related to other post
employment benefits on pages 3 through 16 and page 64, respectively, are not a required part
of the basic financial statements but are supplementary information required by accounting
principles generally accepted in the United States of America. We have applied certain limited
procedures, which consisted principally of inquiries of management regarding the methods of



measurement and presentation of the required supplementary information. However, we did not
audit the information and express no opinion on it.

Our audit was conducted for the purpose of forming opinions on the financial statements
that collectively comprise the District's basic financial statements. The accompanying
Introductory Section, nonmajor combining and individual fund financial statements and
schedules, Schedules of Capital Assets Used in the Operation of Governmental Funds, the
Schedule of Expenditures of Federal Awards (as required by U.S. Office of Management and
Budget Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations) and
the Statistical Section are presented for purposes of additional analysis and are not a required
part of the basic financial statements. The nonmajor combining and individual fund financial
statements and schedules, Schedules of Capital Assets Used in the Operation of Governmental
Funds, and the Schedule of Expenditures of Federal Awards have been subjected to the
auditing procedures applied in the audit of the basic financial statements and, in our opinion, are
fairly stated in all material respects in relation to the basic financial statements taken as a whole.
The Introductory Section and Statistical Section have not been subjected to the auditing
procedures applied in the audit of the basic financial statements, and accordingly, we express

no opinion on them.
/7
?{azl&wu/, 4“/&/%@&#%@/ (&

Reno, Nevada
October 23, 2008
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WASHOE COUNTY SCHOOL DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2008

Washoe County School District’s discussion and analysis is designed to, (a) assist the reader in
focusing on significant financial issues, (b) provide an overview of the District's financial
activities, (c) identify changes in the District’s financial position (its ability to address subsequent
years’ challenges), (d) identify any material deviations from the financial plan (the approved
budget), and (e) identify individual fund issues or concerns.

We encourage readers to read this information in conjunction with the transmittal letter, financial
statements and notes to gain a more complete picture of the information presented.

Financial Highlights
o Government-wide net assets increased by $42.8 million to $318.7 million.
o Unrestricted net assets decreased or declined by ($4.3) million to $26.7 million.

o The District's total revenues increased by $38.7 million to $597.5 million. The most
significant revenues are local school support taxes (sales tax) at $153.3 million, property
taxes (Ad Valorem) at $161.1 million and state aid at $125.2 million.

o The District's total expenses increased by $35.6 million to $554.7 million. The most
significant expenses were in regular instruction at $249 million, operation and maintenance
at $47.3 million and special education instruction at $46.2 million.

0 Net capital assets increased to $562.3 million. Major additions include $15.6 million for
School Renewals, $10.4 million for Depoali Middle School, $4.4 million for land acquisitions,
$3.2 million for school buses, $2.3 million for support building upgrades, $1.6 million for
Incline Elementary School, $1.1 million for Academy for Arts, Careers and Technology
(AACT) and $2.2 million for energy, technology and copier upgrades. Depreciation expense
totaling $17.6 million is included in the government-wide statements.

o The District’'s general obligation bonds payable increased by $25.4 million or 5.4%. This is
the result of the issuance of $55 million in bond rollover debt and $29.6 million of debt
payments.

o The District maintained an Aa3 bond rating with a stable outlook from Moody’s Investor
Service, improved to AA from an A+ with a stable outlook from Standard and Poor’'s
Corporation and maintained an AA- with a stable outlook from Fitch Ratings. The stable
outlook reflects the expectation that the District’s financial reserves will remain at least at or
near current levels.

Government-wide Financial Statements

The government-wide financial statements are designed to provide an 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 financial position of the District is
improving or deteriorating.

The statement of activities presents information showing 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 the related cash
flows. Thus, revenues and expenses are reported in the statement for some items that will only
result in cash flows in future fiscal periods.

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

Fund Financial Statements

A fund is a grouping of related accounts that is used to maintain control over resources that
have been segregated for specific activities or objectives. The District’s funds 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 statements described above. However, unlike
the government-wide financial statements, governmental fund financial statements focus on
near-term inflows and outflows of spendable resources, as well as on balances of spendable
resources available at the end of the fiscal year. Such information may be useful in evaluating a
government’s near-term financing requirements. To provide a better understanding of the
relationship between the fund statements and the government-wide statements, both the
governmental fund balance sheet and governmental fund statement of revenues, expenditures
and changes in fund balances provide reconciliations between the two statement types.

The focus of the governmental fund statements is on major funds. The District has 41 individual
governmental funds of which the general, special education, debt service, 2008 bond rollover,
2007 bond rollover, 2006 bond rollover, 2005 bond rollover, 2003 bond rollover and 2002 bond
rollover funds are considered major. These funds are disclosed separately in the governmental
fund balance sheet and in the governmental fund statement of revenues, expenditures and
changes in fund balances. The remaining 32 nonmajor governmental funds are combined into a
single aggregated presentation in these statements. Individual fund data for each of these
nonmajor funds is reported in combining statements in the supplementary information section of
this report.

Proprietary funds are comprised of enterprise funds and internal service funds. Enterprise
funds are used to report an activity where a fee is charged to external users. The District’s sole
enterprise fund, the Nutrition Services Enterprise Fund, is used to account for the nutrition
services operation of the District. Internal service funds are used to accumulate and allocate
costs internally among the District’s various programs and functions. The District uses three
internal service funds to account for its self-insurance of property and casualty, employees’
health care and workers’ compensation. Because internal service fund operations primarily
benefit governmental funds, they are included in the governmental fund activities column in the
government-wide statements.

All three internal service funds are combined into a single, aggregated presentation in the
proprietary fund financial statements along with the sole enterprise fund in a separate column.
Individual fund data for the internal service funds and the enterprise fund is provided in the
combining statements in the supplementary information section of this report.

Fiduciary funds account for resources held for other governments or individuals outside of the
District. As their resources do not support District activities, they are not included in the
government-wide statements. The District has three agency funds: the Student Activities Fund
for schools in the district, an 80/5 Salary Plan for employees, and the Nevada Interscholastic
Athletic Association for all school districts in Nevada. Additionally, the District has two trust
funds: the Private Purpose Scholarship Trust Fund and the Other Postemployment Benefits
Trust Fund (OPEB). Additional information can be found in Note 9 on pages 55 through 60 of
this report.
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Notes to the Financial Statements

The notes provide required disclosure and information necessary to understand the District’s
activities.

Other

In addition to the basic financial statements and accompanying notes, this report presents
certain required supplementary information concerning the District's General and Special
Education funds. Required supplementary information can be found on pages 27 and 28 of this
report.

Supplementary information, including combining and individual fund statements and schedules
providing budget to actual and prior year comparisons, are presented after the government-wide
financial statements. These schedules test compliance with budgetary constraints and
management directives to enhance accountability at the fund and function level.

Statistical information is provided on a ten-year basis, as available, for trend and historical
analysis.

GOVERNMENT-WIDE FINANCIAL ANALYSIS

In order to enhance analysis, comparative information is provided for assets, liabilities, net
assets, revenues and expenses.

WASHOE COUNTY SCHOOL DISTRICT’S NET ASSETS

Governmental activities Business-type activities Total
2008 2007 2008 2007 2008 2007
Assets
Current and other assets $ 400,639,990 $ 343,893,231 § 3,743,489 $ 3,577,979 § 404,383,479 $ 347,471,210
Net capital assets 562,266,548 540,302,754 404,802 503,245 562,671,350 540,805,999
Total assets 962,906,538 884,195,985 4,148,291 4,081,224 967,054,829 888,277,209
Liabilities
Current liabilities 117,551,627 116,101,842 1,029,639 910,234 118,581,266 117,012,076
Long-term liabilities 529,785,767 495,404,263 - - 529,785,767 495,404,263
Total liabilities 647,337,394 611,506,105 1,029,639 910,234 648,367,033 612,416,339
Net Assets
Invested in capital assets,
net of related debt 162,631,890 146,148,691 404,802 503,245 163,036,692 146,651,936
Restricted 128,996,995 98,216,742 - - 128,996,995 98,216,742
Unrestricted 23,940,259 28,324,447 2,713,850 2,667,745 26,654,109 30,992,192
Total net assets $ 315,569,144 $ 272,689,880 $ 3,118,652 $ 3,170,990 $ 318,687,796 $ 275,860,870

For more detailed information see the government-wide statement of net assets and the notes to the financial
statements.

Net Assets: The District’'s assets exceeded liabilities by $318.7 million at June 30, 2008. The
largest portion of net assets (51.2%) reflects its investment in capital assets (e.g., land,
buildings, equipment and construction in progress) less any outstanding related debt used to
acquire those assets. The District uses these capital assets to provide services to citizens;
therefore, they are not available for future spending. Although the investment in capital assets
is reported net of related debt, the resources needed to repay this debt must be provided from
other sources, since capital assets cannot be used to liquidate these liabilities.
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An additional portion of the District's assets (40.5%) represents resources that are subject to
external restrictions (statutory, bond covenants, or granting agency) on how they may be used.
At June 30, 2008, the District had unrestricted net assets of $26.7 million.

Governmental activities. Governmental activities increased the District’'s net assets by $42.9
million. These increases were the result of the excess of revenues over expenses. Key
elements of the increases are noted on the following table.

WASHOE COUNTY SCHOOL DISTRICT CHANGE IN NET ASSETS

Governmental activities Business-type activities Total
2008 2007 2008 2007 2008 2007
Revenues
Program revenues:
Charges for services $ 2,182,721 $ 2,215,979 $ 6,738,145 $ 6,870,401 $ 8,920,866 $ 9,086,380
Operating grants and contributions 98,800,969 105,380,311 10,988,512 9,575,174 109,789,481 114,955,485
General revenues:

Property taxes 161,108,715 150,413,632 - - 161,108,715 150,413,632
Local school support taxes 153,328,703 156,893,557 - - 153,328,703 156,893,557
Government service taxes 18,297,902 18,677,186 - - 18,297,902 18,677,186
Other taxes and fees 3,069,404 2,837,924 - - 3,069,404 2,837,924
Unrestricted investment earnings 13,687,934 10,277,185 - - 13,687,934 10,277,185

State aid not restricted to specific purposes 125,171,400 92,147,678 - 125,171,400 92,147,678
Other 3,895,497 3,508,708 250,000 - 4,145,497 3,508,708

Total revenues 579,543,245 542,352,160 17,976,657 16,445,575 597,519,902 558,797,735

Expenses
Instruction:
Regular instruction 249,002,229 237,531,977 - - 249,002,229 237,531,977
Special instruction 46,242,040 43,558,232 - - 46,242,040 43,558,232
Vocational instruction 7,025,834 6,859,471 - - 7,025,834 6,859,471
Other instruction 5,883,354 5,983,182 - - 5,883,354 5,983,182
Support services: -

Student support 32,412,506 28,176,004 - - 32,412,506 28,176,004
Instructional staff support 24,081,071 21,037,319 - - 24,081,071 21,037,319
General administration 9,670,750 8,181,454 - - 9,670,750 8,181,454
School administration 29,873,872 26,058,599 - - 29,873,872 26,058,599
Business support 6,915,607 6,805,662 - - 6,915,607 6,805,662
Operation and maintenance 47,252,870 45,212,457 - - 47,252,870 45,212,457
Student transportation 21,834,104 17,172,992 - - 21,834,104 17,172,992
Central support 9,245,540 8,271,832 - - 9,245,540 8,271,832
Other support 238,197 231,449 - - 238,197 231,449
Community Services Operations 271,759 - - - 271,759 -
Nutrition services - - 18,028,995 16,973,722 18,028,995 16,973,722
Facilities 22,954,240 25,817,244 - - 22,954,240 25,817,244
Interest on long-term debt 22,641,916 20,107,992 - - 22,641,916 20,107,992
Issuance costs on debt 1,118,092 1,114,139 - 1,118,092 1,114,139
Total expenses 536,663,981 502,120,005 18,028,995 16,973,722 554,692,976 519,093,727

Increase in net assets $ 42,879,264 $ 40,232,155 $ (52,338) $ (528,147) $ 42,826,926 $ 39,704,008

Total Revenues: Total revenues exceeded prior year revenues by 6.9%. General revenues,
mainly comprised of taxes, state aid and investment earnings, represented 82.6% of total
revenue. Program revenues are revenues directly related to service activities of a function and
include charges for services, grants and contributions, and related investment earnings, when
restricted for use in programs.

General Revenues: General revenues increased 10.1% from the prior fiscal year. The District
experienced increases in all categories except local school support taxes, which was offset by
an increase in state aid and a decrease in government services taxes.

Program Revenues: Program revenues represent 17.4% of the total revenues collected to pay
costs of providing program services. Charges for services decreased (1.5%) and operating
grants and contributions decreased (6.2%).
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The graphs below demonstrate the governmental activities revenue and expense coverage on a

functional basis, and the revenues by source.
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o Operating (non-salary) categories increased by $6.1 million or 13.4% from the prior year.
The majority of the increase is attributable to textbooks, instructional supplies, fuel/gasoline,
property/liability insurance premiums and software licensing.

O The excess of revenues over expenditures was $39.9 million. Transfers to other funds were
$33.5 million. Significant transfers included $27.1 million to the Special Education Fund,
$3.8 million to the Debt Service Fund and $2 million to the Health Insurance Fund.

The Special Education Fund accounts for resources (state-aid and transfers from the General
Fund) used to provide special education to eligible students. This fund has no fund balance as
the District only transfers the amount needed to cover expenditures not covered by State
funding. Resources and expenditures totaled $48.1 million, which exceeded the prior year by
$3.1 million or 7%. All fund resources were from State aid of $21 million and transfers from the
General Fund of $27.1 million.

The Debt Service Fund has a total fund balance of $63.2 million, all of which is reserved for the
payment of debt service. The fund balance increased by $7.8 million primarily as a result of
increased property tax and investment revenues.

Bond Rollover Capital Projects Funds allow the District to issue an estimated $300-600
million in voter-approved rollover bonds between 2002 and 2012. These rollover bonds will
partially allow the District to provide for the upkeep of existing facilities and add new schools to
address increases in student enrollment. These bonds will be used for improvements (including
technology infrastructure upgrades) to older, existing schools along with the construction of new
elementary and middle schools and the build-out of high schools. Individual rollover funds are
as follows:

The 2002 Bond Rollover Fund bond issuance for $25.7 million was primarily dedicated to the
construction of Shaw Middle School which opened in August 2004. An additional $0.6 million in
interest earnings was used for construction of Cold Springs Middle School (100% expended).
During the current fiscal year $1.4 million was spent for the Career and Technical School
remodel (100% expended) and for re-roofing at Booth Elementary School (100% expended).
The June 30, 2008 ending fund balance of $31,257 consists of unspent bond proceeds and
investment income which will be used for subsequent rollover bond projects.

The 2003 Bond Rollover Fund bond issuance for $55.8 million was primarily dedicated to the
construction of Cold Springs Middle School (100% expended), Sepulveda Elementary School
(100% expended), various school renewal projects (95% expended), acquisition of site and
water rights (100% expended) and information technology projects (95% expended). During the
current fiscal year $2.8 million was spent for design/construction of Depoali Middle School (75%
expended), school renewal projects (95% expended) and information technology projects (95%
expended). The June 30, 2008 ending fund balance of $1.7 million consists of unspent bond
proceeds and investment income which will be used for subsequent rollover bond projects.

The 2005 Bond Rollover Fund bond issuance for $66 million was primarily dedicated to
design/construction of Hall and Sepulveda Elementary Schools (both 100% expended), various
school renewal projects (95% expended), site and water rights acquisition (100% expended)
and information technology projects (85% expended). It was also used to build additions to
North Valleys High School (100% expended), Spanish Springs High School (100% expended)
and Echo Loder Elementary School (100% expended). During the current fiscal year $7.6
million was spent for the design of Lemelson Elementary School (100% expended) and
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design/construction of Depoali Middle School (10% expended), for the Incline Elementary
School addition (75% expended), and for various school renewal (95% expended) and
information technology projects (85% expended). The June 30, 2008 ending fund balance for
this fund is $6.5 million and consists of unspent bond proceeds and investment income which
will be used for subsequent rollover bond projects.

The 2006 Bond Rollover Fund bond issuance for $30 million will be used primarily for the
renovation of existing District facilities and for construction of Depoali Middle School. The
facility renovations and upgrades include re-roofing, re-paving, re-carpeting, transportation yard
improvements and technology related projects. During the current fiscal year $8 million was
spent for design/construction of Depoali Middle School (10% expended), facility renewal
projects (75% expended), information technology projects (40% expended) and transportation
yard improvements (99% expended). The June 30, 2008 ending fund balance for this fund is
$13.5 million and consists of unspent bond proceeds and investment income.

The 2007 Bond Rollover Fund bond issuance for $65 million will be used primarily for
construction of Depoali Middle School, continued renovation of the District’'s existing facilities,
acquisition of mobile classrooms and technology upgrades. During the current fiscal year $11.9
million was spent for design/construction of Depoali Middle School (20% expended), school
renewal projects (25% expended), new mobile classrooms (100% expended) and information
technology projects (30% expended). This fund’s ending fund balance on June 30, 2008 of $56
million consists of unspent bond proceeds and investment income.

The 2008 Bond Rollover Fund bond issuance in March 2008 for $55 million will be used
primarily for construction of Depoali Middle and Lemelson Elementary Schools. Additional
projects include completion of the Incline Elementary School addition, acquisition of mobile
classrooms, and school renewal and information technology projects. During fiscal year 07/08
$3 million was expended for the design of Lemelson Elementary (10% expended),
design/construction of the Incline Elementary School addition (10% expended), re-roofing
projects (30% expended) and repaving projects (12% expended). This fund has a fund balance
of $53 million at June 30, 2008 which consists of unspent bond proceeds and investment
income.

Proprietary Funds: The proprietary fund statements provide the same type of information
found in the government-wide financial statements, but in more detail.

The District’s self-insured Property and Casualty, Health Insurance and Workers’ Compensation
Internal Service Funds have a combined Net Asset balance of $30.2 million. The Health
Insurance Fund has a Net Asset balance of $20.9 million compared to $17.4 million in the prior
year; the Property and Casualty Fund has a balance of $4.5 million compared to a balance in
the prior year of $3 million; and the Workers’ Compensation Fund finished the year with a
balance of $4.8 million compared to $4.5 million in the prior year. Insurance funds, by their
nature, are very difficult to forecast. As a result, the District continues to work to maintain the
proper reserves in these funds.

The District's Nutrition Services Enterprise Fund has a Net Asset balance of $3.1 million

compared to $3.2 million in the prior year. The factors concerning the finances in this fund were
addressed in the discussion of the District’s business-type activities.
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GENERAL FUND BUDGETARY HIGHLIGHTS

Prior to the beginning of the fiscal year, the District adopts its original budget on or before June
8. Because of a legislative year, the District is allowed to adopt an amended budget within 30
days of the legislative adjournment. The District is also required to amend the budget by
January 1 of the fiscal year to reflect the official enrollment count. During the year, the Chief
Financial Officer is authorized to transfer appropriations between accounts and funds, subject to
the subsequent approval by the Board of Trustees. The District may also augment the budget
by a majority vote of the Board if anticipated resources actually available during the year exceed
those estimated.

The amended final budget for the District was approved on June 26, 2007. The total budget
was $426.3 million and represented a $43.9 million increase over the prior year. The majority of
the increase ($29.1 million) was due to a per pupil funding increase through the State
Distributive School Account of $466 per pupil. The other major increases were from property
tax (ad valorem tax) of $9.4 million and opening fund balance of $4.8 million.

These new sources in the amended final budget provided increases to salaries and benefits of
$21.9 million; increases for textbooks, instructional supplies and instructional computer
hardware of $5.2 million; other fixed cost increases of $2.6 million; funding of budget priorities
for additional needs of $8.5 million; and an increase to the ending fund balance of $5.6 million.

The District augmented the budget by $19.4 million on December 18, 2007. $17.4 million of the
increase was from actual opening fund balance in excess of the amended final budget ($10.4
million unreserved and $7 million from reserved/designated), and $2 million was from lease
proceeds.

The unreserved increase was used to establish designations in the ending fund balance for:
negotiations ($5.1 million); classroom computers ($1.7 million); utilities ($1 million); and
increase the unreserved ending fund balance by $2.4 million. The $7 million
reserved/designated balance was used to fund prior year encumbrances ($2.1 million);
designations for general supply carryover ($3.5 million); and other expenditure designations
($1.4 million). The lease proceeds were used to purchase buses for student transportation.

The District approved a final augmentation of the budget on June 24, 2008. The main purpose
for this augmentation was to reflect budget reductions passed down to the District from the
State due to the downturn in the economy. About $3.4 million in funding from the State for
various programs that had not yet been implemented was cut and another $3.7 million had to be
cut from existing programs. The District used savings from textbook expenditures ($2.5 million),
salary savings ($0.3 million) and a planned decrease of ending fund balance ($0.9 million) to
offset those remaining reductions.

The final augmented budget also reflected transfers to allocate the District’s costs related to

funding Other Postemployment Benefits (OPEB). The entire OPEB annual required contribution
of $13.5 million was funded as of June 30, 2008.
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GENERAL FUND BUDGET ADJUSTMENTS

2008 BUDGET

ORIGINAL FINAL DIFFERENCE
REVENUES
Local sources $ 292,939,154 § 280,371,123  $ (12,568,031)
State sources 112,661,970 124,155,895 11,493,925
Federal sources 530,000 530,000 -
Other sources 5,000 5,000 -
Total revenues 406,136,124 405,062,018 (1,074,106)
OTHER FINANCING SOURCES
Capital Leases - 1,995,000 1,995,000
FUND BALANCE, July 1 22,309,814 37,761,015 15,451,201
TOTAL SOURCES $ 428,445,938 § 444,818,033 $ 16,372,095
EXPENDITURES
Current:
Regular programs $ 206,648,739 $ 208,209,079 $ 1,560,340
Vocational programs 8,851,538 7,197,807 (1,653,731)
Other instructional programs 4,237,182 4,563,704 326,522
Undistributed expenditures:
Student support 23,746,849 25,508,450 1,761,601
Instructional staff support 11,069,133 12,574,576 1,505,443
General administration 9,199,603 10,091,907 892,304
School administration 28,194,714 30,000,608 1,805,894
Business support 5,479,057 5,598,213 119,156
Operation and maintenance 45,867,431 49,362,898 3,495,467
Student transportation 15,136,060 18,455,155 3,319,095
Central support services 9,586,530 10,340,739 754,209
Total expenditures 368,016,836 381,903,136 13,886,300
OTHER FINANCING USES
Contingency 2,563,898 168,979 (2,394,919)
Transfers out 40,446,751 35,200,467 (5,246,284)
Total other financing uses 43,010,649 35,369,446 (7,641,203)
FUND BALANCE, June 30 17,418,453 27,545,451 10,126,998
TOTAL APPLICATIONS $ 428,445,938 § 444,818,033 $ 16,372,095

Actual expenditures were 96.7% of the final budget and all functions are within the appropriate
budgetary authority.

CAPITAL ASSETS AND DEBT ADMINISTRATION

Capital Assets. The District's investment in capital assets for its governmental and business-
type activities as of June 30, 2008 amounts to $562.3 million (net of accumulated depreciation).
This investment in capital assets includes land, buildings, improvements other than buildings,
machinery and equipment, and construction in progress. The total increase in the District’s net
capital assets for the current fiscal year was 4.1%. The major capital additions this fiscal year
included:

School Renewals $ 15.6 million Support Facilities $ 2.3 million
Depoali Middle School 104 Energy/Technology 2.2
Land Acquisitions 4.4 Incline Elementary 1.6
Bus Acquisitions 3.2 Career and Technology 1.1
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Additional information on the District’'s capital assets can be found in Note 5 on pages 48-49 of
this report.

WASHOE COUNTY SCHOOL DISTRICT CAPITAL ASSETS

(Net of Depreciation)
Governmental Activities:
008 2007
Land $ 37,030,472 $ 32,659,032
Construction in progress 24,728,594 6,718,180
Buildings 471,351,668 473,417,410
Improvements other than buildings 8,863,722 8,336,888
Machinery and equipment 20,292,092 19,171,244

Total _$ 562,266,548 $ 540,302,754
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