4.15—CONTACT WITH STUDENTS WHILE AT SCHOOL

Contact By Parents

Parents wishing to speak to their children during the school day shall register first
with the office.

Contact By Non-Custodial Parents

If there is any question concerning the legal custody of the student, the custodial
parent shall present documentation to the principal or his/her designee establishing
the parent’s custody of the student. It shall be the responsibility of the custodial
parent to make any court ordered “no contact” or other restrictions regarding the
non-custodial parent known to the principal by presenting a copy of a file-marked
court order. Without such a court order on file, the school will release the child to
either of his/her parents. Non-custodial parents who file with the principal a date-
stamped copy of current court orders granting visitation may eat lunch, volunteer in
their child’s classroom, or otherwise have contact with their child during school
hours with the prior approval of the school’s principal. Such contact is subject to
the limitations outlined in Policy 4.16, Policy 6.5, and any other policies that may

apply.

Unless prior arrangements have been made with the school’s principal, Arkansas
law provides that the transfer of a child between his/her custodial parent and non-
custodial parent, when both parents are present, shall not take place on the

school’s property on normal school days during normal hours of school operation.

Contact By Law Enforcement, Social Services, Or By Court Order

State Law requires that Department of Human Services employees, local law
enforcement, or agents of the Crimes Against Children Division of the Department
of Arkansas State Police, may interview students without a court order for the
purpose of investigating suspected child abuse. In instances where the
interviewers deem it necessary, they may exercise a “72-hour hold” without first
obtaining a court order. Other questioning of students by non-school personnel
shall be granted only with a court order directing such questioning, with permission
of the parents of a student (or the student if above eighteen [18] years of age), or
in response to a subpoena or arrest warrant.

If the District makes a report to any law enforcement agency concerning student
misconduct or if access to a student is granted to a law enforcement agency due to
a court order, the principal or the principal’'s designee shall make a good faith effort
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to contact the student’s parent, legal guardian, or other person having lawful
control by court order, or person acting in loco parentis identified on student
enroliment forms. The principal or the principal’s designee shall not attempt to
make such contact if presented documentation by the investigator that notification
is prohibited because a parent, guardian, custodian, or person standing in loco
parentis is named as an alleged offender of the suspected child maltreatment.
This exception applies only to interview requests made by a law enforcement
officer, an investigator of the Crimes Against Children Division of the Department
of Arkansas State Police, or an investigator or employee of the Department of
Human Services.

In instances other than those related to cases of suspected child abuse, principals
must release a student to either a police officer who presents a subpoena for the
student, or a warrant for arrest, or to an agent of state social services or an agent
of a court with jurisdiction over a child with a court order signed by a judge. Upon
release of the student, the principal or designee shall give the student’s parent,
legal guardian, or other person having lawful control by court order, or person
acting in loco parentis notice that the student has been taken into custody by law
enforcement personnel or a state’s social services agency. If the principal or
designee is unable to reach the parent, he or she shall make a reasonable, good
faith effort to get a message to the parent to call the principal or designee, and
leave both a day and an after-hours telephone number.

Legal References: A.C.A. § 6-18-513
A.C.A. §9-13-104
A.C.A. § 12-18-609, 610, 613
A.C.A. § 12-18-1001, 1005

Date Adopted:  March 14, 2006
Last Revised:



4.25—-STUDENT DRESS AND GROOMING

The Conway Board of Education recognizes that dress can be a matter of personal
taste and preference. At the same time, the District has a responsibility to promote
an environment conducive to student learning. This requires limitations to student
dress and grooming that could be disruptive to the educational process because
they are immodest, disruptive, unsanitary, unsafe, could cause property damage,
or are offensive to common standards of decency. When a student is participating
in school activities, his/her dress and grooming will not disrupt the performance or
constitute a health threat to the individual or other students.

Students are prohibited from wearing, while on the school grounds during the
school day and at school-sponsored events, clothing that exposes underwear,
buttocks, or the breast of a female. This prohibition does not apply, however to a
costume or uniform worn by a student while participating in a school-sponsored
activity or event.

The Superintendent shall establish student dress codes for the District’s schools,
to be included in the student handbook, and are consistent with the above criteria.

Date Adopted:  March 14, 2006
Last Revised:



4.32—-SEARCH, SEIZURE, AND INTERVIEWS

The District respects the rights of its students against arbitrary intrusion of their
person and property. At the same time, it is the responsibility of school officials to
protect the health, safety, and welfare of all students enrolled in the District in order
to promote an environment conducive to student learning and safety. The
Superintendent, principals, and their designees have the right to inspect and
search school property and equipment. They may also search students and their
personal property in which the student has a reasonable expectation of privacy
when there is reasonable suspicion to believe such student or property contains
illegal items or other items in violation of Board policy or present a danger to the
school community. Except in an emergency situation, if suspicion requires
additional search beyond a general pat down of a student, parental notification and
compliance must be obtained in lieu of legal notification. School authorities may
seize evidence found in the search and disciplinary action may be taken. Evidence
found that appears to be in violation of the law shall be reported to the appropriate
authorities.

School property shall include but not be limited to lockers, desks, and parking lots
as well as personal effects left there by students. When possible, prior notice will
be given and the student will be allowed to be present along with an adult witness.
However, searches may be done at any time with or without notice or the student’s
consent. A personal search of the student must not be excessively intrusive in
light of the age and sex of the student and the nature of the infraction. The search
must be conducted by appropriate school personnel of the same sex in the
presence of at least two other personnel, at least one of whom must be the same
sex as the student being searched.

The Superintendent, principals, and their designees reserve the right to request the
assistance of law enforcement officials to help conduct searches. Such searches
may include the use of specially trained dogs.

State Law requires that Department of Human Services employees, local law
enforcement, or agents of the Crimes Against Children Division of the Department
of Arkansas State Police, may interview students without a court order for the
purpose of investigating suspected child abuse. In instances where the
interviewers deem it necessary, they may exercise a “72-hour hold” without first
obtaining a court order. Other questioning of students by non-school personnel
shall be granted only with a court order directing such questioning, with permission
of the parents of a student (or the student if above eighteen [18] years of age), or
in response to a subpoena or arrest warrant.
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If the District makes a report to any law enforcement agency concerning student
misconduct or if access to a student is granted to a law enforcement agency due to
a court order, the principal or the principal’s designee shall make a good faith effort
to contact the student’s parent, legal guardian, or other person having lawful
control by court order, or person acting in loco parentis on student enroliment
forms. The principal or the principal’s designee shall not attempt to make such
contact if presented documentation by the investigator that notification is prohibited
because a parent, guardian, custodian, or person standing in loco parentis is
named as an alleged offender of the suspected child maltreatment. This exception
applies only to interview request made by a law enforcement officer, an
investigator of the Crimes Against Children Division of the Department of Arkansas
State Police, or an investigator or employee of the Department of Human Services.

In instances other than those related to cases of suspected child abuse, principals
must release a student to either a police officer who presents a subpoena for the
student, or a warrant for arrest, or to an agent of state social services or an agent
of a court with jurisdiction over a child with a court order signed by a judge. Upon
release of the student, the principal or designee shall give the student’s parent,
legal guardian, or other person having lawful control by court order, or person
acting in loco parentis notice that the student has been taken into custody by law
enforcement personnel or a state’s social services agency. If the principal or
designee is unable to reach the parent, he or she shall make a reasonable good
faith effort to get a message to the parent to call the principal or designee and
leave both a day and an after hours telephone number.

Legal Reference: A.C.A. § 6-18-513
A.C.A. § 9-13-104
A.C.A. §12-18-609, 610, 613
A.C.A. §12-18-1001, 1005

Date Adopted:  March 14, 2006
Last Revised: April 17, 2007



4.43—-BULLYING

Respect for the dignity of others is a cornerstone of civil society. Bullying creates
an atmosphere of fear and intimidation, robs a person of their dignity, detracts from
the safe environment necessary to promote student learning, and will not be
tolerated by the Board of Directors. Students who bully another person shall be
held accountable for their actions whether they occur on the school grounds, off
school grounds at a school sponsored or approved function, activity, or event,
going to or from school or a school activity in a school vehicle or school bus, or at
designated school bus stops.

A school principal or his or her designee who receives a credible report or
complaint of bullying shall promptly investigate the complaint or report and make a
record of the investigation and any action taken as a result of the investigation.

Definitions:

Attribute means an actual or perceived personal characteristic including without
limitation race, color, religion, ancestry, national origin, socioeconomic status,
academic status, disability, gender, gender identity, physical appearance, health
condition, or sexual orientation;

Bullying means the intentional harassment, intimidation, humiliation, ridicule,
defamation, or threat or incitement of violence by a student against another student
or public school employee by a written, verbal, electronic, or physical act that
causes-or-createsa-clearand-present-dangerof may address an attribute of the
other student, public school employee, or person with whom the other student or
public school employee is associated and that causes or creates actual or
reasonably foreseeable

e Physical harm to a public school employee or student or damage to the public
school employee’s or student’s property;

e Substantial interference with a student’s education or with a public school
employee’s role in education;

e A hostile educational environment for one (1) or more students or public
school employees due to the severity, persistence, or pervasiveness of the
act; or

e Substantial disruption of the orderly operation of the school or educational
environment.



Electronic act means without limitation a communication or image transmitted by
means of an electronic device, including without limitation a telephone, wireless
phone or other wireless communication device, computer, or pager that results in
the substantial disruption of the orderly operation of the school or educational
environment.

Electronic acts of bullying are prohibited whether or not the electronic act
originated on school property or with school equipment, if the electronic act is
directed specifically at students or school personnel and maliciously intended for
the purpose of disrupting school, and has a high likelihood of succeeding in that
purpose.

Harassment means a pattern of unwelcome verbal or physical contact relating to
another person’s constitutionally or statutorily protected status that causes, or
reasonably should be expected to cause, substantial interference with the other’s
performance in the school environment.

Substantial disruption means without limitation that any one or more of the
following occur as a result of the bullying:
e Necessary cessation of instruction or educational activities;

e Inability of students or educational staff to focus on learning or function as an
educational unit because of a hostile environment;

e Severe or repetitive disciplinary measures are needed in the classroom or
during educational activities; or

e Exhibition of other behaviors by students or educational staff that substantially
interfere with the learning environment.

Examples of "Bullying” may include but are not limited to a pattern of behavior
involving one or more of the following:

1. Sarcastic comments "compliments" about another student’s personal
appearance or actual or perceived attributes,

2. Pointed questions intended to embarrass or humiliate,
3. Mocking, taunting or belittling,

4. Non-verbal threats and/or intimidation such as “fronting” or “chesting” a
person,

5. Demeaning humor relating to a student’s race, gender, ethnicity or persenal
characteristies; actual or perceived attributes,




6. Blackmail, extortion, demands for protection money or other involuntary
donations or loans,

7. Blocking access to school property or facilities,

8. Deliberate physical contact or injury to person or property,
9. Stealing or hiding books or belongings, and/or
10.Threats of harm to student(s), possessions, or others.

Students are encouraged to report behavior they consider to be bullying, including
a single action which if allowed to continue would constitute bullying, to their
teacher or the building principal. The report may be made anonymously.
Teachers and other school employees who have witnessed, or are reliably
informed that, a student has been a victim of behavior they consider to be bullying,
including a single action which if allowed to continue would constitute bullying,
shall report the incident(s) to the principal. Parents or legal guardians may submit
written reports of incidents they feel constitute bullying, or if allowed to continue
would constitute bullying, to the principal. The principal shall be responsible for
investigating the incident(s) to determine if disciplinary action is warranted.

The person or persons reporting behavior they consider to be bullying shall not be
subject to retaliation or reprisal in any form.

Students found to be in violation of this policy shall be subject to disciplinary action
up to and including expulsion. In determining the appropriate disciplinary action,
consideration may be given to other violations of the student handbook which may
have simultaneously occurred.

Notice of what constitutes bullying, the District’s prohibition against bullying, and
the consequences for students who bully shall be conspicuously posted in every
classroom, cafeteria, restroom, gymnasium, auditorium, and school bus. Parents,
students, school volunteers, and employees shall be given copies of the notice.

Copies of this policy shall be available upon request.

Legal Reference: A.C.A. §6-18-514

Date Adopted:  March 14, 2006
Last Revised: June 10, 2008



4.47 —POSSESSION AND USE OF CELL PHONES AND OTHER
ELECTRONIC DEVICES

Use and misuse of cell phones has become a serious problem that threatens the
ability of the district’s schools to properly, safely, and efficiently operate its
education program. The school board believes it is necessary to restrict student
use of cell phones and other electronic communication devices, cameras, MP3
players, Ipods, and other portable music devices so that the opportunity for
learning in the district’s schools may be enhanced.

At the same time, cell phones and other electronic communication devices can, in
controlled situations, offer a means to enhance student learning through their
ability to access expanded sources of information. Teachers have the authority to
permit student use of their cell phones for specific classroom lesson plans or
projects. Students must abide by the guidelines the teacher gives for any such
authorization. Students who fail to do so will be subject to the provisions of this
policy governing misuse of cell phones.

For the purpose of this policy, the use of a cell phone or other communication
device includes any incoming call, text message, message waiting, or any ether
audible sound coming from the phone or device.

The student and/or the student’s parents or guardians expressly assume any risk
associated with students owning or possessing technology equipment.

Unless otherwise permitted in this policy, from the time of the first bell until after the
last bell, students are forbidden from using cell phones, any paging device, beeper,
or similar electronic communication devices, cameras, as well as MP3 players,
Ipods, and other portable music devices. Exceptions may be made by the building
principal or his/her designee for health or other compelling reasons.

Before and after normal school hours, possession of cell phones, any paging
device, beeper, or similar electronic devices, cameras, MP 3 players, Ipods, and
other portable music devices is permitted on the school campus. The use of such
devices at school-sponsored functions outside the regular school day is permitted
to the extent and within the limitations allowed by the event or activity the student
is attending.

Students have no right of privacy as to the content contained on any cell phones
and other electronic devices.



Students who use a school issued cell and/or computers for non-school purposes,
except as permitted by the district’s Internet/Computer Use Policy, shall be subject
to discipline, up to and including suspension or expulsion.

Legal Reference:  A.C.A. § 6-18-502 (b)(3)(D)(ii)

Date Adopted: July 28, 2005
Last Revised: April 19, 2011



4.52—STUDENTS WHO ARE FOSTER CHILDREN

The District will afford the same services and educational opportunities to foster
children that are afforded other children and youth. The District shall work with the
Department of Human Services (“DHS”), the ADE, and individuals involved with
each foster child to ensure that he/she is able to maintain his/her continuity of
educational services to the fullest extent that is practical and reasonable.

The Superintendent or his/her designee shall appoint an appropriate staff person
to be the local educational liaison for foster children and youth whose
responsibilities shall include ensuring the timely school enroliment of each foster
child and assisting foster children who transfer between schools by expediting the
transfer of relevant educational records.

The District, working with other individuals and agencies shall, unless the presiding
court rules otherwise, ensure that the foster child remains in his/her current school,
even if a change in the foster child’s placement results in a residency that is
outside the district. In such a situation, the District will work to arrange for
transportation to and from school for the foster child to the extent it is reasonable

and practical.

Upon notification to the District’s foster care liaison by a foster child’'s caseworker
that a foster child’s school enroliment is being changed to one of the District’s
schools, the school receiving the child must immediately enroll him/her. Immediate
enroliment is required even if a child lacks the required clothing, academic or
medical records, or proof of residency.

A foster child’s grades shall not be lowered due to absence from school that is
caused by a change in the child’s school enroliment, the child’s attendance at
dependency-neglect court proceedings, or other court-ordered counseling or
treatment.

Any course work completed by the foster child prior to a school enrollment change
shall be accepted as academic credit so long as the child has satisfactorily
completed the appropriate academic placement assessment.

If a foster child was enrolled in a District school immediately prior to completing
his/her graduation requirements while detained in a juvenile detention facility or
while committed to the Division of Youth Services of DHS, the District shall issue
the child a diploma.




Legal Reference: A.C.A. 8§ 9-28-113

Date Adopted:
Last Revised:




4.53—PLACEMENT OF MULTIPLE BIRTH SIBLINGS

The parent, guardian or other person having charge or custody of multiple birth
siblings in grades pre-K through 6 may request that the multiple birth siblings are
placed in either the same or separate classrooms. The request shall be in writing,
not later than the 14th calendar day prior to the first day of classes at the beginning
of the academic year. The school shall honor the request unless it would require
the school to add an additional class to the sibling’s grade level. If one parent of
multiple birth siblings requests a placement that differs from that of the other parent
of the same multiple birth siblings, the school shall determine the appropriate
placement of the siblings.

The school may change the classroom placement of one or more of the multiple
birth siblings if

1. There have been a minimum of 30 instructional days since the start of the
school year; and

2. after consulting with each classroom teacher in which the siblings were
placed, the school determines the parent’s classroom placement request is

e Detrimental to the educational achievement of one or more of the siblings;

e Disruptive to the siblings’ assigned classroom learning environment; or

e Disruptive to the school’s educational or disciplinary environment.

If a parent believes the school has not followed the requirements of this policy, the
parent may appeal the multiple birth siblings’ classroom placement to the
Superintendent. The Superintendent’s decision regarding the appeal shall be final.

Legal Reference: A.C.A. 8§ 6-18-106

Date Adopted:
Last Revised:




5.20—-DISTRICT WEB SITE

The Conway School District shall maintain a web page to provide information
about its schools, students, and activities to the community. This policy is adopted
to promote continuity between the different pages on the district web site by
establishing guidelines for their construction and operation.

The Conway School District web site shall be used for educational purposes only.
It shall not create either a public or a limited public forum. Any link from any page
on the District’s site may only be to another educational site. The web site shall not
use “cookies” to collect or retain identifying information about visitors to its web site
nor shall any such information be given to “third parties”. Any data collected shall
be used solely for the purpose of monitoring site activity to help the district improve
the usefulness of the site to its visitors.

Each school’s web page shall be under the supervision of the school's Web Master
and the District’'s web site shall be under the supervision of the District’'s Web
Master. They shall have the responsibility for ensuring that web pages meet
appropriate levels of academic standards and are in compliance with these
guidelines and any additional administrative regulations. To this end the District
and School Web Masters shall have the authority to review and edit any proposed
changes to web pages to ensure their compliance with this policy. All such editing
shall be viewpoint neutral.

District and school web pages shall also conform to the following guidelines:

1. All pages on the District’s web site may contain advertising and links only to
educational sources.

2. The District's home page shall contain links to existing individual school’'s web
pages and the school home pages shall link back to the District’'s home page.
The District’'s home page may also include links to educational extracurricular
organization’s web pages which shall also link back to the District's home

page.

3. Photos shall only be posted on web pages after receiving written permission
from the student or their parents if under the age of 18.

4. The District’'s web server shall host the Conway District’s web site.

5. No web page on the District web site may contain public message boards or
chat rooms.



6. All web pages on the District web site shall be constructed to download in a
reasonable length of time.

7. The District's home page shall contain a link to a privacy policy notice which
must be placed in a clear and prominent place and manner.

8. With the exception of students who may retain the copyright of material they
have created that is displayed on a District web page, all materials displayed
on the District web site are owned by Conway School District.

9. The following shall be Included on the District’'s web site:

e Local and state revenue sources;

e Administrator and teacher salary and benefit expenditure data;

e District balances, including legal balances and building fund balances;

e Minutes of reqular and special meetings of the school board;

e The district’'s budget for the ensuing year:;

e A financial breakdown of monthly expenditures of the district;

e The salary schedule for all employees including extended contract and
supplementary pay amounts;

e Current contract information (not including social security numbers,
telephone numbers, personal addresses or signatures) for all district

employees

e The district’'s annual budget;

e The annual statistical report of the district;

e The district’s personnel policies.

The information and data required in 9 above shall be the actual data for the
previous two school-years and the projected data for the current school-year.




Legal References:

Date Adopted:
Last Revised:

20U.S.C.§1232g
15 U.S.C. § 6501 (COPPA)
A.CA. §6-11-129

March 14, 2006
April 17, 2007
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REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS

To the Board of Education
Conway School District No. 1
Conway, Arkansas

We have audited the accompanying financial statements of each major governmental
fund, and the aggregate remaining fund information of the Conway School District
No. 1 (the “District”) as of and for the year ended June 30, 2011, as listed in the table
of contents. These financial statements are the responsibility of the District
management. Our responsibility is to express opinions on these financial statements
based on our audit.

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

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

In our opinion, because of the effects of the matter discussed in the preceding
paragraph, the financial statements referred to above do not present fairly, in
conformity with accounting principles generally accepted in the United States of
America, the financial position of the District as of June 30, 2011, or the changes in
the financial position, thereof for the year then ended.

In our opinion, the financial statements referred to above present fairly, in all material
respects, the respective financial position of the major governmental fund and the
aggregate remaining fund information of the District, as of June 30, 2011, and the
respective changes in financial position and budgetary results for the year then ended,
on the basis of accounting described in Note 1.

Hudson, Cisne & Co. LLP

11412 Huron Lane

Lintte Rock, AR 72211
Phone: (501) 221-1000

Fax: (501) 221.9236



To the Board of Education
Page Two

In accordance with Government Auditing Standards, we have also issued our report dated
October 31, 2011, on our consideration of the District’s intemmal control over financial reporting
and our tests of its compliance with certain provisions of laws, regulations, contracts and grant
agreements. That report is an integral part of an audit performed in accordance with Government
Afl_cditing &S'ltandards and should be read in conjunction with this report in considering the results
of our audit.

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the District’s regulatory basis of accounting. The Schedule of Capital
Assets, Schedule of Expenditures of Federal Awards as required by the U.S. Office of
Management and Budget Circular A-133, Audits of States, Local Governments, and Non-Profit
Organizations, Schedule of State Assistance and Schedule of Findings and Questioned Costs are
presented for purposes of additional analysis and are not a required part of the regulatory basis
financial statements. The Schedule of Expenditures of Federal Awards, Schedule of State
Assistance and Schedule of Findings and Questioned Costs have been subjected to the auditing
procedures applied in the audit of the regulatory basis financial statements and, in our opinion,
are fairly stated, in all material respects in relation to the regulatory basis financial statements
taken as a whole. The Schedule of Capital Assets has not been subjected to the auditing
procedures applied in the audit of the regulatory basis financial statements and, accordingly, we
express no opinion on it.

Hoow, Cene + Co. LLP

October 31, 2011
Little Rock, Arkansas



CONWAY SCHOOL DISTRICT NO. 1
BALANCE SHEET - REGULATORY BASIS

ASSETS

Cash and cash equivalents
Accounts receivable
Due from other funds

Total assets

LIABILITIES AND FUND BALANCES

Liabilities:
Accounts payable
Due to other funds
Due to student /other groups
Deferred revenue

Total liabilities

Fund Balances:

Restricted:
State programs
Federal programs
Capital projects
Assigned:
Capital projects
Unassigned

Total fund balances

JUNE 30, 2011
Major
Special Other Fiduciary
General revenue governmental fund
fund fund funds types
$ 8864,601 $ 755957 $ 38,240,229 $ 366,605
14,300 1,296,662 17,475 -
1,183,368 - - -
$ 10,062,269 $ 2,052,619 § 38,257,704 $ 366,605
$ 475542 § 40,700 $ 1,943,493 § -
- 1,183,368 - i
- - - 366,605
2,998,610 - - -
3,474,152 1,224,068 1,943,493 366,605
5,224,246 - o B
= 828,551 - o
- - 33,917,715 3
= - 2,396,496 =
1,363,871 - = .
6,588,117 828,551 36,314,211 -
$ 2,052,619 $ 38,257,704 $ 366,605

Total liabilities and fund balances $ 10,062,269

See accompanying notes.



CONWAY SCHOOL DISTRICT NO. 1

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES -
GOVERNMENTAL FUNDS - REGULATORY BASIS

YEAR ENDED JUNE 30, 2011
Major
Special Other
General revenue governmental
fund fund funds
REVENUES
Property taxes 33,825,665 - -
Interest 70,108 2,732 159,614
Tuition charges 1,056,484 - -
State revenues 38,979,390 27,606 -
Federal revenues 2,275 11,002,225 507,736
Food services - 1,343,125 -
Student activities 646,103 - -
Other 486,884 - -
75,066,909 12,375,688 667,350
EXPENDITURES
Current:
Instruction and instructional - related services 43,342,815 4,447,230 -
Support services 23,270,246 4,027,144 308,765
Non-instructional services 16,272 4,014,952 -
Other - 102,297 -
Debt service:
Principal retirement 159,852 - 2,580,000
Interest and fiscal charges - - 3,570,999
Paying agent’s fees - - 6,948
Capital outlay 841,202 64,610 8,043,405
67,630,387 12,656,233 14,510,117
Excess (deficiency) of revenue over
expenditures 7,436,522 (280,545) (13,842,767)
OTHER FINANCING SOURCES (USES)
Transfers, net (7,501,436) 6,487 7,494,949
Proceeds from bond issue - - 39,620,000
Bond issuance costs - - (917,595)
Compensation for disposal of capital assets 11,960 - 821,101
Total other financing sources (uses) (7,489,476) 6,487 47,018,455
Net change in fund balances (52,954) (274,058) 33,175,688
Fund balance - beginning 6,641,071 1,102,609 3,138,523
Fund balance - ending $ 6,588,117 828,551 $ 36,314,211

See accompanying notes.



CONWAY SCHOOL DISTRICT NO. 1

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES -
BUDGET TO ACTUAL - GENERAL AND SPECIAL REVENUE FUNDS -

REGULATORY BASIS
YEAR ENDED JUNE 30, 2011
General Fund
Budget Actual Variance
REVENUES
Property taxes $ 34,703,670 $ 33,825,665 $ (878,005)
Interest 101,000 70,108 (30,892)
Tuition charges 279,699 1,056,484 776,785
State revenues 39,237,541 38,979,390 (258,151)
Federal revenues - 2,275 2,275
Food services - - -
Student activities - 646,103 646,103
Other 345,403 486,884 141,481
74,667,313 75,066,909 399,596
EXPENDITURES
Current:
Instruction and instructional-related services 43,935,046 43,342,815 592,231
Support services 23,661,799 23,270,246 391,553
Non-instructional services 4,000 16,272 (12,272)
Other 40,000 - 40,000
Debt service:
Principal retirement 203,736 159,852 43,884
Capital outlay 437,592 841,202 (403,610)
68,282,173 67,630,387 651,786
Excess (deficiency) of revenues over
expenditures 6,385,140 7,436,522 1,051,382
OTHER FINANCING SOURCES (USES)
Transfers (6,377,088) (7,501,436) (1,124,348)
Compensation for disposal of capital assets - 11,960 11,960
Total other financing sources (uses) (6,377,088) (7,489,476) (1,112,388)
Net change in fund balances $ 8052 § (52,954) $ (61,006)

See accompanying notes.



Special Revenue Fund

Budget Actual Variance
$ - 3 - -
2,000 2,732 732
26,750 27,606 856
10,085,219 11,002,225 917,006
1,335,000 1,343,125 8,125
11,448,969 12,375,688 926,719
3,976,818 4,447,230 (470,412)
3,512,895 4,027,144 (514,249)
3,897,883 4,014,952 (117,069)
44,097 102,297 (58,200)
- 64,610 (64,610)
11,431,692 12,656,233 (1,224,541)
17,277 (280,545) (297,822)
o 6,487 6,487
o 6,487 6,487
$ 17,277 $ (274,058) (291,335)




CONWAY SCHOOL DISTRICT NO. 1
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2011

Note 1: Summary of significant accounting policies
Reporting entity

The Board of Education, a seven (7) member group, is the level of government which has
responsibilities over all activities related to public elementary and secondary school education within the
Jurisdiction of the Conway School District (“District”). There are no component units.

Fund accounting

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

General Fund - The General Fund is the general operating fund and is used to account for all financial
resources, except those required to be reported in another fund.

Special Revenue Fund - The Special Revenue Fund is used to account for the proceeds of specific
revenue sources (other than trusts for individuals, private organizations, or other governments or for
major capital projects) that are legally restricted to expenditures for specified purposes.

Other governmental funds consist of the following:

Capital Projects Fund - The Capital Projects Fund is used to account for financial resources to be used
for the acquisition or construction of major capital facilities (other than those financed by proprietary
funds or in trust funds for individuals, private organizations, or other governments).

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

Fiduciary Fund types include the following:

Agency Funds — Agency Funds are used to report resources held by the reporting government in a
purely custodial capacity (assets equal liabilities).

Measurement focus and basis of accounting

The financial statements are prepared in accordance with a regulatory basis of accounting (RBA), which
is an Other Comprehensive Basis of Accounting (OCBOA). This basis of accounting is prescribed by
Ark. Code Ann. 10-4-413(c), as provided in Act 2201 of 2005, and requires that financial statements be
presented on a fund basis with, as a minimum, the general fund and special revenue fund presented
separately and all other funds included in the audit presented in the aggregate. The law also stipulates
that the financial statements consist of a balance sheet; a statement of revenues, expenditures, and
changes in fund balances; a comparison of the final adopted budget to the actual expenditures for the
general fund and special revenue funds of the entity; notes to financial statements; and a supplemental
schedule of capital assets, including land, buildings, and equipment. The law further stipulates that the
State Board of Education shall promulgate the rules necessary to administer the regulatory basis of
presentation.



CONWAY SCHOOL DISTRICT NO. 1
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2011

Note 1: Summary of significant accounting policies (continued)
Measurement focus and basis of accounting (continued)

The RBA is not in accordance with generally accepted accounting principles (GAAP). GAAP requires
that basic financial statements present government-wide financial statements. Additionally, GAAP
requires the following major concepts: Management’s Discussion and Analysis, accrual basis of
accounting for government-wide financial statements, including depreciation expense, modified accrual
basis of accounting for fund financial statements, separate financial statements for fiduciary fund types,
separate identification of special and extraordinary items, inclusion of capital assets and debt in the
financial statements, specific procedures for the identification of major governmental funds and
applicable note disclosures. The RBA does not require government-wide financial statements or the
previously identified concepts.

The accompanying financial statements are presented on a fund basis. A fund is defined as a fiscal and
accounting entity with a self-balancing set of accounts, which are segregated for purposes of recording
specific activities or attaining certain objectives. Revenues are reported by major sources and
expenditures are reported by major function. Other transactions, which are not reported as revenues or
expenditures, are reported as other financing sources and uses. Transactions related to the recording of
installment contracts and capital leases are reported as other financing sources. Changes in private-
purpose trust funds, if any, will be reflected in the notes to the financial statements.

Revenue recognition policies

Revenues are recognized when they become susceptible to accrual in accordance with the RBA, except
for property taxes (see below).

Capital assets

Information on capital assets and related depreciation is reported at Schedule 1. Capital assets are
capitalized at historical cost or estimated historical cost, if actual data is not available. Capital assets
purchased are recorded as expenditures in the applicable fund at the time of purchase. Donated capital
assets are reported at fair value when received. The District maintains a threshold level of $1,000 for
capitalizing equipment. Library holdings are not capitalized.

No salvage value is taken into consideration for depreciation purposes. All capital assets, other than
land and construction in progress, are depreciated using the straightline method over the following
useful lives:

Asset Class Estimated Used Life in Years
Improvements/infrastructure 20
Building 50
Equipment 5-20

Property taxes

Property taxes are levied in November based on property assessments made between January 1 and
May 31 and are an enforceable lien on January 1 for real property and June 1 for personal property. The
tax records are opened on the first business day of March of the year following the levy date and are
considered delinquent after October 15 of the same calendar year.



CONWAY SCHOOL DISTRICT NO. 1
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2011

Note 1: Summary of significant accounting policies (continued)
Property taxes (continued)

Property taxes are accrued or deferred, as applicable, in accordance with guidelines issued by the
Arkansas Department of Education (ADE), which were effective beginning with the fiscal year ended
June 30, 2006. Arkansas law defines revenue receipts of a school district and includes forty percent
(40%) of the proceeds of local taxes which are not pledged to secure bonded indebtedness or forty
percent (40%) of the revenue from the uniform rate of tax whichever is greater collected in the
succeeding calendar year, commonly known as 40% pullback, within that definition. The ADE has
determined that school districts must utilize the 40% pullback amount, as calculated by the ADE and
reflected on the respective county’s abstract of assessments, in recording property tax revenue as
follows:

e If the amount of 40% pullback collected by June 30™ is less than the calculated 40%
pullback amount, the difference must be accrued;

e If the amount of 40% pullback collected by June 30" is more than the calculated 40%
pullback amount, the excess must be recorded as deferred taxes.

Amendment No. 74 to the Arkansas Constitution established a uniform minimum property tax millage
rate of 25 mills for maintenance and operation of public schools. Ark. Code Ann. 26-80-101 provides
the uniform rate of tax (URT) shall be assessed and collected in the same manner as other school
property taxes, but the net revenues from the URT shall be remitted to the State Treasurer and
distributed by the State to the county treasurer of each county for distribution to the school districts in
that county. For reporting purposes, URT revenues are considered property taxes.

Fund balance classifications

The Governmental Accounting Standards Board (GASB) released Statement 54 - "Fund Balance
Reporting and Governmental Fund Type Definitions" (GASB 54) on March 11, 2009 which is effective
for the District's fiscal year ending June 30, 2011. This Statement is intended to improve the usefulness
of the amounts reported in fund balance by providing more structured classifications. Under GASB 54,
fund balance is reported under the following five classifications:

1. Nonspendable Fund Balance - includes amounts that are not in a spendable form or are
required to be maintained intact. The District does not have any nonspendable fund balance at
year end.

2. Restricted Fund Balance - includes amounts that can be spent only for the specific purposes
stipulated by external resource providers, constitutionally, or through enabling legislation. The
Restricted for State Programs and Restricted for Federal Programs balances reflect amounts
restricted for specific state and federal programs as mandated by respective state and federal
grant or funding agreements. The Restricted for Capital Projects balance reflects amounts that
are restricted for construction or other capital outlay projects.

3. Committed Fund Balance - includes amounts that can be used only for the specific purposes
determined by a formal action of the District's highest level of decision-making authority (the
Board of Education) and does not lapse at year end. The District does not have any committed
fund balance at year end.

4. Assigned Fund Balance - includes amounts intended for a specific purpose by the Board of
Education or by a District official that has been delegated authority to assign amounts. The
Assigned for Capital Projects balance reflects amounts that are assigned for construction or other
capital outlay projects.



CONWAY SCHOOL DISTRICT NO. 1
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2011

Note 1: Summary of significant accounting policies (continued)
Fund balance classifications (continued)

5. Unassigned Fund Balance - includes any remaining fund balance that has not been reported in
any other classification.

For the purposes of fund balance classification, the District’s policy is to have expenditures spent from
restricted fund balance first, followed in order by committed fund balance (if any), assigned fund
balance (if any) and lastly unassigned fund balance. Additionally, if expenditures incurred exceed the
amounts that have been restricted, committed, or assigned to a specific purpose and results in a negative
residual amount for that specific purpose, amounts assigned to other purposes in that fund are reduced to
eliminate the deficit. If no assignments exist in that fund, then the deficit will be covered by the general
fund.

Budget and budgetary accounting

The District is required by state law to prepare an annual budget. The annual budget is prepared on a
fiscal year basis. The District does not prepare and submit amended budgets during the fiscal year. The
State Department of Education’s regulations allow for the cash basis or the modified accrual basis.
However, the majority of the school districts employ the cash basis method.

The District budgets intra-fund transfers. Significant variances may result in the comparison of transfers
at the Statement of Revenues, Expenditures and Changes in Fund Balances - Budget and Actual -
General and Special Revenue Funds - Regulatory Basis because only interfund transfers are reported at
the Statement of Revenues, Expenditures and Changes in Fund Balances - Governmental Funds -
Regulatory Basis.

Budgetary perspective differences are not considered to be significant, because the structure of the
information utilized in preparing the budget and the applicable fund financial statements is essentially
the same.

Note 2: Cash deposits with financial institutions

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

Carrying Bank
—amount = __ balance
Insured (FDIC) $ 38,180 $ 38,180
Collateralized - held by pledging bank or pledging
bank’s trust department in the District’s name 48.189.212 52,144,084

Total deposits $ 48227392 § 52,182.264
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NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2011

Note 3: Accounts receivable

The accounts receivable balances are composed of the following at June 30, 2011:

Class Special Other
of General revenue governmental
receivable fund fund funds Total
Due from other
governments $ 11,226 $ 1,296,662 $ - 3 1,307,888
Other 3.074 - 17.475 20,549
b 14300 $ 1,296,662 $ 17,475 $ 1,328.437

Note 4: Commitments

Construction contracts in progress

At June 30, 2011, the District was contractually obligated for two construction projects with a total cost
of approximately $38,250,000 and remaining costs to complete of approximately $33,650,000. The
projects are estimated to be completed in 2012.

Long-term debt issued and outstanding

The District is presently paying on the following long-term debit:

Amount Debt Maturities
Date of Date of final Rate of authorized outstanding to

issue maturity interest and issued = June 30,2011 June 30,2011
5/1/2006 2/1/2034 425-475% $ 15,765,000 $ 13,950,000 $ 1,815,000
11/1/2006 2/1/2023 3.45-4.0% 12,845,000 10,400,000 2,445,000
9/1/2007 2/1/2034 3.65%-4.35% 1,560,000 1,455,000 105,000
12/1/2009 2/1/2034 2.0-4.75% 41,325,000 39,770,000 1,555,000
1/1/2010 2/1/2033 2.0-4.50% 21,210,000 20,295,000 915,000
11/29/2001 11/29/2011 4.75% 800,000 97,708 702,292
12/11/2009 12/11/2019 4.6% 805,400 706,657 98,743

11/1/2010 2/1/2040 2.25-4.25% 8,210,000 8,210,000 -

2/1/2011 2/1/2040 3.0-5.0% 31,410,000 31.410,000 -
Totals 3 133,930,400 $ 126,294,365 § 1,636,035
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NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2011
Note 4: Commitments (continued)
Changes in long-term debt:
Balance Balance
Description July 1, 2010 Issued Retired June 30,2011
Bonds payable $ 88,450,000 $ 39,620,000 $ 2,580,000 $ 125,490,000
Postdated warrants 190,986 - 93,278 97,708
Other debt 773,231 - 66,574 706,657
Totals $ 89414217 39.620.000 2,739.852 26.294.365
Total long-term debt principal and interest payments are as follows:
Year ended
June 30 Principal Interest Total
2012 $ 3,167,381 5,438,252 8,605,632
2013 3,242,914 5,266,612 8,509,526
2014 3,331,306 5,164,645 8,495,951
2015 3,619,857 5,059,469 8,679,326
2016 3,733,573 4,943,621 8,677,194
2017 - 2021 20,569,335 22,727,971 43,297,305
2022 - 2026 21,010,000 18,698,829 39,708,829
2027 - 2031 23,685,000 14,314,983 37,999,983
2032 - 2036 24,625,000 8,436,414 33,061,414
2037 - 2040 19,310,000 2,438.763 21,748.763
Totals $ 126294365 $ 92.489.559 218.783.924
Note 5: Accounts payable
The accounts payable balances are composed of the following at June 30, 2011:
Other
Special governmental
General revenue funds Total

475542 $ 40,700 § 1943492 § 2459.734

Accounts payable b

Note 6: Interfund transfers

The following details the transfers between governmental funds for operating purposes:

General Special Capital Debt
fund revenue fund project fund service fund Total

Transfersin  $ 43,991,476 $ 338345 § 2,861,547 $ 6,087,382 § 53,278,750
Transfers out ___(51.492.912) (331.858) (1.453,980) - (33,278.750)

$ (7.501.436) $ 6487 $ 1407567 $ 6087382 § -
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NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2011

Note 7: Retirement plans

Arkansas Teacher Retirement System

Plan description: The District contributes to the Arkansas Teacher Retirement System (ATRS), a cost-
sharing multiple-employer defined benefit pension plan that covers all Arkansas public school
employees, except certain nonteachers hired prior to July 1, 1989. ATRS provides retirement and
disability benefits, annual cost-of-living adjustments, and death benefits to plan members and
beneficiaries. Benefit and contribution provisions are established by State law and can be amended only
by the Arkansas General Assembly. The Arkansas Teacher Retirement System issues a publicly
available financial report that includes financial statements and required supplementary information for
ATRS. That report may be obtained by writing to Arkansas Teacher Retirement System, 1400 West
Third Street, Little Rock, Arkansas 72201 or by calling 1-800-666-2877.

Funding policy: ATRS has contributory and non-contributory plans. Contributory members are
required by law to contribute 6% of their salary. Each participating employer is required by law to
contribute at a rate established by the Arkansas General Assembly. The current employer rate is 14%.

The District’s contributions to ATRS for nonfederally-funded employees for the years ended June 30,
2011, 2010, and 2009 were $6,528,628, $6,365,658, and $6,454,801, respectively.

Arkansas Public Employees Retirement System

Plan description: The District contributes to the Arkansas Public Employees Retirement System
(APERS), a cost-sharing multiple-employer defined benefit pension plan that covers certain nonteaching
Arkansas public school employees hired before July 1, 1989. APERS provides retirement and disability
benefits, annual cost-of-living adjustments, and death benefits to plan members and beneficiaries.
Benefit and contribution provisions are established by State law and can be amended only by the
Arkansas General Assembly. The Arkansas Public Employees Retirement System issues a publicly
available financial report that includes financial statements and required supplementary information for
PERS. That report may be obtained by writing to Arkansas Public Employees Retirement System, One
Union National Plaza, 124 W. Capitol, Little Rock, Arkansas 72201 or by calling 1-800-682-7377.

Funding policy: APERS has contributory and non-contributory plans. Contributory members are
required by law to contribute 5% of their salary. Each participating employer is required by law to
contribute at a rate established by the Arkansas General Assembly. The current statutory employer rate
is 4% of annual covered payroll. The District’s contributions to APERS for the years ended June 30,
2011, 2010 and 2009 was $7,401, $7,404 and $9,614, respectively, equal to the required contributions
for each year.

Note 8: Risk management

The District is exposed to various risk of loss from torts; theft of, damage to and destruction of assets;
errors and omissions; and natural disasters for which the District carries commercial insurance. Settled
claims have not exceeded this commercial coverage in any of the three preceding years.

The District carries commercial insurance for coverage of buildings’ contents, board liability, theft,
student accidents, and bus drivers and business trip accidental death and dismemberment. Settled claims
have not exceeded this commercial coverage in any of the past three fiscal years. There were no
significant reductions in insurance coverage from the prior year in the major categories of risk.
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NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2011

Note 8: Risk management (continued)

The District is a member of the Arkansas School Board Association self-insurance program, a public
entity risk pool currently operating a common risk management and insurance program for its members.
The fund was created by members to formulate, develop and administer a program of self-funding for
the fund’s membership, obtain lower costs for Workmen’s Compensation Coverage and develop a
comprehensive loss control program. The District pays an annual premium to the fund for its
Workmen’s Compensation Coverage. The Pool’s governing agreement specifies that the Pool will be
self-sustaining through member premiums and will reissue through commercial carriers for claims in
excess of specified stop loss amounts.

Note 9: Litigation and contingencies

The District participates in federally assisted grant programs. The District is potentially liable for
expenditures which may be disallowed pursuant to the terms of these grant programs. Management is
not aware of any material items of noncompliance which would result in the disallowance of program
expenditures.

The District participates in the Arkansas Fidelity Bond Trust Fund administered by the Governmental
Bonding Board. This program provides coverage for actual losses sustained by its members through
fraudulent or dishonest acts committed by officials or employees. Each loss is limited to $250,000 with
a $1,000 deductible. Premiums for coverage are paid by the Chief Fiscal Officer of the State of
Arkansas from funds withheld from the Public School Fund.

The District participates in the Public School Property and Vehicle Insurance Trust Fund Program
administered by the Risk Management Division of the Arkansas Insurance Department. The program‘s
general objectives are to formulate, develop and administer, on behalf of the member districts, a
program of insurance to obtain lower costs for property and vehicle coverage, and to develop a
comprehensive loss control program. The fund uses a reinsurance policy to reduce exposure to large
losses on insured events. The District pays an annual premium for its coverage of vehicles.

Note 10:_On-behalf payments

During the year ended June 30, 2011, health insurance premiums of $954,018 were paid by the Arkansas
Department of Education to the Arkansas Employee Benefits Division on behalf of District employees.

Note 11: Subsequent events

In March, 2011, the General Assembly of the State of Arkansas passed Act 871 to amend Arkansas
Code § 6-20-401 to clarify the definition of "revenue receipts of a school district". Act 871 is effective
for periods ending June 30, 2012. The Act eliminates the requirement to defer property tax collections
that exceed the 40% pullback (as defined in the “property taxes” section of Note 1 to the financial
statements). Accordingly, the District will recognize approximately $3.0 million in revenue on July 1,
2011 that is deferred at June 30, 2011 related to the 40% pullback requirements under prior law, but will
not defer any property tax collections during the year ending June 30, 2012 under the new law.
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CONWAY SCHOOL DISTRICT NO. 1

SCHEDULE OF CAPITAL ASSETS
FOR THE YEAR ENDED JUNE 30, 2011
(Unaudited)

Nondepreciable capital assets:
Land
Construction in progress
Total nondepreciable capital assets

Depreciable capital assets:
Buildings
Improvements/infrastructure
Equipment

Total depreciable capital assets

Less accumulated depreciation for:
Buildings
Improvements/infrastructure
Equipment

Total accumulated depreciation

Total depreciable capital assets, net

Capital assets, net

$ 5,867,421
4,809,544

10,676,965

116,739,341
3,443,873
15,170,432

135,353,646

29,825,630
1,502,064
8,544,486

39,872,180
95,481,465
$ 106,158,430
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REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT
OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH

GOVERNMENT AUDITING STANDARDS

To the Board of Education
Conway School District No. 1
Conway, Arkansas

We have audited the financial statements of each major governmental fund and the
aggregate remaining fund information of the Conway School District No. 1 (the
“District”), as of and for the year ended June 30, 2011, which collectively comprise
the District’s regulatory basis financial statements, and have issued our report
thereon dated October 31, 2011. We conducted our audit in accordance with U.S.
generally accepted auditing standards and the standards applicable to financial
audits contained in Government Auditing Standards, issued by the Comptroller
General of the United States. We issued an adverse opinion because the District
prepared the financial statements in conformity with accounting practices
prescribed or permitted by the Arkansas Code, which differ from accounting
principles generally accepted in the United States of America. The effects on the
financial statements of the variances between these regulatory accounting practices
and accounting principles generally accepted in the United States of America,
although not reasonably determined, are presumed to be material. However, the
financial statements present fairly, in all material respects, the respective financial
position of each major governmental fund and the aggregate remaining fund
information of the District as of June 30, 2011, and the respective changes in
financial position and budgetary results for the year then ended, on the basis of
accounting described in Note 1.

Internal control over financial reporting
In planning and performing our audit, we considered the District’s internal control

over financial reporting as a basis for designing our auditing procedures for the
purpose of expressing our opinions on the financial statements, but not for the
purpose of expressing an opinion on the effectiveness of the District’s internal
control over financial reporting. Accordingly, we do not express an opinion on the
effectiveness of the District’s internal control over financial reporting,

A deficiency in internal control exists when the design or operation of a control
does not allow management or employees, in the normal course of performing their
assigned functions, to prevent, or detect and correct misstatements on a timely
basis. A material weakness is a deficiency, or combination of deficiencies, in
internal control such that there is a reasonable possibility that a material
misstatement of the entity’s financial statements will not be prevented, or detected
and corrected on a timely basis.

Hudson, Cisne & Co. LLP

11412 Huron Lane

Little Rock, AR 72211
Phone: (501) 221.1000

Fax: (501) 221.9236
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To the Board of Education
Page Two

Our consideration of internal control over financial reporting was for the limited purpose
described in the first paragraph of this section and was not designed to identify all deficiencies in
internal control over financial reporting that might be deficiencies, significant deficiencies or
material weaknesses. We did not identify any deficiencies in internal control over financial
reporting that we consider to be material weaknesses, as defined above.

Compliance and other matters
As part of obtaining reasonable assurance about whether the District’s regulatory basis financial

statements are free of material misstatement, we performed tests of its compliance with certain
provisions of the state constitution, state and federal laws and regulations, contracts and grant
agreements, noncompliance with which could have a direct and material effect on the
determination of financial statement amounts. However, providing an opinion on compliance
with those provisions was not an objective of our audit, and accordingly, we do not express such
an opinion. The results of our test disclosed no instances of noncompliance or other matters that
are required to be reported under Government Auditing Standards.

This report is intended for the information and use of the Legislative Joint Auditing Committee,
state executive and oversight management, district management, the federal awarding agencies
and pass-through entities and is not intended to be and should not be used by anyone other than

11these ‘sipeciﬁc parties. However, this report is a matter of public record and its distribution is not
imited.

%ﬂ, Csne+Co. ULP

Hudson, Cisne & Co. LLP
Little Rock, Arkansas
October 31, 2011

16



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

To the Board of Education
Conway School District No. 1
Conway, Arkansas

Compliance
We have audited the compliance of the Conway School District No. 1 (the

“District”) with the types of compliance requirements described in the OMB
Circular A-133 Compliance Supplement that could have a direct and material effect
on each of the District’s major federal programs for the year ended June 30, 2011,
The District’s major federal programs are identified in the summary of auditor’s
results section of the accompanying schedule of findings and questioned costs.
Compliance with the requirements of laws, regulations, contracts and grant
agreements applicable to each of its major federal programs is the responsibility of
the District’s management. Our responsibility is to express an opinion on the
District’s compliance based on our audit.

We conducted our audit of compliance in accordance with auditing standards
generally accepted in the United States of America; the standards applicable to
financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States; and OMB Circular A-133, Audit of
States, Local Governments, and Non-Profit Organizations. Those standards and
OMB Circular A-133 require that we plan and perform the audit to obtain
reasonable assurance about whether noncompliance with the types of compliance
requirements referred to above that could have a direct and material effect on a
major federal program occurred. An audit includes examining, on a test basis,
evidence about the District’s compliance with those requirements and performing
such other procedures, as we considered necessary in the circumstances. We
believe that our audit provides a reasonable basis for our opinion. Our audit does
not provide a legal determination on the Districts’ compliance with those
requirements.

In our opinion, the District complied, in all material respects, with the compliance
requirements referred to above that could have a direct and material effect on each
of its major federal programs for the year ended June 30, 2011.

Hudson, Cisne & Co. LLP

11412 Huron Lane

Little Rock, AR 72211
Phone: (501) 221-1000

Fax: (501) 221-9236
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To the Board of Education
Page Two

Internal control over compliance
The management of the District is responsible for establishing and maintaining effective internal

control over compliance with requirements of laws, regulations, contracts and grants applicable
to federal programs. In planning and performing our audit, we considered the District’s internal
control over compliance with requirements that could have a direct and material effect on a
major federal program to determine the auditing procedures for the purpose of expressing our
opinion on compliance and to test and report on internal control over compliance in accordance
with OMB Circular A-133, but not for the purpose of expressing an opinion on the effectiveness
of internal control over compliance. Accordingly, we do not express an opinion on the
effectiveness of the District’s internal control over compliance.

A deficiency in internal control over compliance exists when the design or operation of a control
does not allow management or employees, in the normal course of performing their assigned
functions, to prevent or detect and correct, noncompliance with a type of compliance
requirement of a federal program on a timely basis. A material weakness in internal control over
compliance is a deficiency, or combination of deficiencies in internal control over compliance,
such that there is a reasonable possibility that material noncompliance with a type of compliance
;eqpirement of a federal program will not be prevented or detected and corrected, on a timely
asis.

Our consideration of internal control over compliance was the limited purpose described in the
first paragraph of this section and would not necessary identify all deficiencies in internal control
over compliance that might be deficiencies, significant deficiencies or material weaknesses. We
did not identify any deficiencies in internal control over compliance that we consider to be
material weaknesses, as defined above.

This report is intended for the information and use of the Legislative Joint Auditing Committee,
state executive and oversight management, district management, and federal awarding agencies
and pass-through entities and is not intended to be and should not be used by anyone other than
}hese Zpeciﬁc parties. However, this report is a matter of public record and its distribution is not
imited.

/.Lé,dsw, CenesCo. uf

Hudson, Cisne & Co. LLP
Little Rock, Arkansas
October 31, 2011
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CONWAY SCHOOL DISTRICT NO. 1
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED JUNE 30, 2011

Federal
Federal Grant/Pass-Through CFDA Federal
Grantor/Program Title number expenditures
U.S. DEPARTMENT OF EDUCATION
Passed through Arkansas Department of Education
Adult Education - Basic Grants to States 84.002 $ 263,286
Title I - Part A - Grants to Local Education Agencies 84.010 2,166,531
Title I - Part A - Grants to Local Education Agencies - ARRA 84.389 542,257
Title I - Accountability 84.348 600
Title VI - Part B - Special Education 84.027 1,969,563
Title VI - Part B - Special Education - ARRA 84.391 238,943
Title IV - Safe and Drug Free Schools 84.186A 6,920
Even Start Family Literacy 84.213 47,779
21st Century Community Learning Centers, Title IV, Part B 84.287 102,000
Title I - English Language Acquisition 84.365 64,228
Title I - Part A - Improving Teacher Quality State Grants 84.367 273,062
State Fiscal Stabilization Funds - ARRA 84.394 1,110,333
Title III- Part E 84.318 1,234
Title III- Part F 84.031 2,035
Education Jobs Fund - ARRA 84.410 1,747,260
Passed through Arkansas Department of Career Education
Vocational Education - Basic Grants 84.048 142,276
Total U.S. Department of Education __ 8,678,307
U.S. DEPARTMENT OF AGRICULTURE
Passed through Arkansas Department of Education
Child Nutrition Cluster:
School Breakfast/Snack Program 10.553 551,407
National School Lunch Program 10.555 1,767,456
Passed through Arkansas Department of Human Services
Cash Assistance:
State Administration Matching Grant 10.561 71,008
Non-cash Assistance (Commodities):
Child Nutrition Cluster:
National School Lunch Program 10.555 204,163
Fresh Fruit and Vegetable Program 10.582 10,577
Total U.S. Department of Agriculture 2,604,611

U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES

Passed through Arkansas Department of Education

Medical Assistance Program 93.778 304,154
3 11,587,072

Notes to schedule:

. This schedule includes the federal awards activity of the District and is presented on the regulatory basis
of accounting. The information in this schedule is presented in accordance with the requirements of OMB
Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations . Therefore, some
amounts presented in this schedule may differ from amounts presented in, or used in the preparation of
the basic financial statements.

. Medicaid reimbursements are defined as contracts for services and not federal awards, therefore, such
reimbursements totaling $233,771 are not covered by the reporting requirements of OMB Circular A-133.



CONWAY SCHOOL DISTRICT NO. 1

SCHEDULE OF STATE ASSISTANCE
YEAR ENDED JUNE 30, 2011

Arkansas Department of Education

State Foundation Funding
98% Uniform Rate of Tax Actual Collection Adjustment

GT Advanced Placement

Student Growth Funding

General Facilities Funding

Bonded Debt Assistance

Professional Development Funding

LEP Allocation

Food Service State Matching

Youth Shelters

Special Education - Catastrophic Occurrences
Alternative Learning

National School Lunch Student Funding
Arkansas Better Chance Program

Tobacco Excise Grant

Child Supervision Extended School Year Funding
PQE Mentoring

Residential Center / Juvenile Dentention
Residential Treatment

Arkansas Department of Workforce Education

Adult Basic Education
Adult General Education
Workforce Center Grant

Workforce Special Needs Project
Short Term Adult Skill

Youth Apprenticeship
Traditional Apprenticeship

Arkansas Game and Fish
Game and Fish Fines

Arkansas Department of Career Education

SVAC Funding

Total State Assistance

20

$ 30,826,448
294,236
20,323
954,615
58,332
187,536
374,468
98,741
27,606
7,472
404,990
264,745
1,895,712
874,800
11,200
37,090
22,184
96,368
13,140

36,470,006

93,623
423,231
730,167
8,070
127,147
43,271

58,312

1,483,821

1,127

1,052,042

$_39.006.99
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CONWAY SCHOOL DISTRICT NO. 1

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
YEAR ENDED JUNE 30, 2011

SUMMARY OF AUDITOR’S RESULTS

1.

8.
9.

Our report expresses an adverse opinion based on generally accepted accounting principles
and an unqualified opinion based on regulatory basis of accounting on the basic financial
statements of Conway School District No. 1.

No significant deficiencies were disclosed during the audit of the financial statements.

No instances of non-compliance material to the financial statement of Conway School
District No. 1 were disclosed during the audit of the financial statements.

There were no significant deficiencies during the audit of the major federal award programs.

Our report on compliance for the major federal award programs for Conway School District
No. 1 expresses an unqualified opinion.

There were no audit findings relative to the major federal award programs.
The programs tested as major programs included:
e Title I - Education Jobs Fund - CFDA 84.410
o Title I - Part A - Grant to Local Educational Agencies, ARRA - CFDA 84.389
e Child Nutrition Cluster - CFDA 10.553, 10.555 and 10.559
e State Fiscal Stabilization Funds, ARRA - CFDA 84.394
The threshold for distinguishing types A and B program was $347,612.

Conway School District No. 1 was determined to be a high-risk auditee.

FINDINGS - FINANCIAL STATEMENTS AUDIT

There were no findings or questioned costs that were required to be reported for the year ended
June 30, 2011.

FINDINGS - FEDERAL AWARDS AUDIT

None

PRIOR YEAR FINDINGS AND QUESTIONED COSTS

None



INDEPENDENT AUDITOR’S REPORT ON
COMPLIANCE WITH ARKANSAS STATE REQUIREMENTS

To the Board of Education
Conway School District No. 1
Conway, Arkansas

We have examined management’s assertions that Conway School District No. 1
substantially complied with the requirements of Arkansas Code Annotated 6-1-
101 and the applicable laws and regulations including those listed in the
accompanying schedule of statutes required to be addressed by the Arkansas
Department of Education during the year ended June 30, 2011. ‘Management is
responsible for the District’s compliance with those requirements. Our
responsibility is to express an opinion on management’s assertions about the
District’s compliance based on our examination.

Our examination was made in accordance with standards established by the
American Institute of Certified Public Accountants and, accordingly, included
examining, on a test basis, evidence about the District’s compliance with those
requirements and performing such other procedures as we considered necessary in
the circumstances. We believe that our examination provides a reasonable basis
for our opinion. Our examination does not provide a legal determination on the
District’s compliance with specified requirements.

In our opinion, Conway School District No. 1 complied with the aforementioned
requirements for the year ended June 30, 2011.

This report is intended solely for the information and use of the School Board,
management, and the Arkansas Department of Education and is not intended to be
and should not be used by anyone other than these specified parties.

Ahpsom, Cene +0.(LP

Hudson Cisne & Co. LLP
Little Rock, Arkansas
October 31, 2011

Hudson, Cisne & Co. LLP

11412 Huron Lane

Lirtle Rock, AR 72211
Phone: (501) 221-1000

Faxs (501) 221.9236
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CONWAY SCHOOL DISTRICT NO. 1
SCHEDULE OF STATUTES REQUIRED BY ARKANSAS DEPARTMENT OF EDUCATION
TO BE ADDRESSED IN INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE

YEAR ENDED JUNE 30, 2011
DESCRIPTION STATUTES

Bidding & Purchasing Commodities
Ethical Guidelines and Prohibitions

Collateralization & Investment of Funds
Deposit of Funds

District Finances
e Bonded & Non-bonded Debt,
District School Bonds
e Petty Cash

Management of Schools
® Board of Directors

e District Treasurer
o Warrants

Management Letter for Audit
Nonrecurring Salary Payments
Revolving Loan Fund

Salary Laws

School Elections

Teachers and Employees

e Personnel Policies
Employment and Assignment
Teacher's License Requirement
Contracts
Certification Requirements
Fair Dismissal Act
Sick Leave Policies

Teacher Salaries, the Minimum Foundation
Program Aid Act
Trust Funds (Education Excellence)

Use of Contractors, Improvement Contracts
Use of DM&O Millage
On Behalf Payments

6-21-301 — 6-21-305
6-13-628; 6-24-101 et seq.

6-20-222; 19-1-504
19-8-104; 19-8-106
6-20-402

6-20-1201 — 6-20-1208; 6-20-1210
6-20-409

6-13-604; 6-13-606; 6-13-608; 6-13-611 — 6-13-613; 6-13-617 —
6-13-620; 6-13-1406; 6-24-101; 6-24-104; 6-24-105

6-13-701

6-17-918; 6-17-919; 6-20-403

14-75-101 - 14-75-104

6-20-412

6-19-114; 6-20-801 et seq.
6-17-2201 et seq.; 6-17-2301 et seq.

6-13-622; 6-13-630; 6-13-631; 6-13-634; 6-14-106; 6-14-109;
6-14-118; 6-13-1412; 6-13-1413

6-17-201 et seq., 6-17-2301
6-17-301 et seq.

6-17-401 et seq.

6-17-801 et seq.

6-17-309; 6-17-401

6-17-1501 et seq.; 6-17-1701 et seq.
6-17-1201 et seq.; 6-17-1301 et seq.

6-17-803; 6-17-907; 6-17-908; 6-17-911 - 6-17-913; 6-17-918;
6-17-919

6-5-307

22-9-201 - 22-9-205

26-80-110

The amounts of funds paid by the Arkansas Department of

Education to the Employee Benefits Division, on-behalf of
District employees
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CONWAY SCHOOL DISTRICT NO. 1

SUPPLEMENTAL DATA SHEET
YEAR ENDED JUNE 30, 2011

The following information is being provided to satisfy the requirements of Arkansas Department of
Health and Human Services Audit Guidelines, Section IX. C - Special Requirements:

1. Entity's Full Name: Conway School District No. 1 of Faulkner County
2. Entity's Address: 2220 Prince Street
Conway, AR 72034
3. Entity's FEIN: 71-6021200
4. Entity's Telephone Number: 501-450-4800
5. Name of Director: Dr. Greg Murry, Superintendent
6. Name of Contact Person: Dr. Greg Murry, Superintendent




CONWAY PUBLIC SCHOOL DISTRICT
School Board Financial Report

Financial Summary Statement

October - 2011

Beginning Period Period Period Period Ending

Balance Revenue Transfers In Transfers Out Expenditures Balance

Fund 1 |Teachers Salary $ - $ - $ 3,090,336.66 | $ - $ 3,090,336.66 | $ -
Fund 2 |Operating $ 7,219,77462 ($ 7,742,381.13 | $ 3,464,435.15 | $ 6,554,771.81 | $ 2,427,497.97 | $ 9,444,321.12
Fund 3 |Building $32,106,313.87 | $ 743,379.79 | $ - $ - $ 2,993,031.82 | $29,856,661.84

Fund 4 |Debt Service $ - $ - $ - $ - $ - $ -
Fund 6 [Federal Programs $ (197,879.11)( $ 649,657.32 | $ - $ - $ 640,349.83 [ $ (188,571.62)
Fund 7 |Activity Accounts $ 1,126,207.88 | $ 170,934.03 | $ 63,002.84 | $ 63,002.84 | $ 78,475.34 | $ 1,218,666.57
Fund 8 [Food Service $ (6,445.20)( $ 316,904.43 | $ - $ - $ 399,899.35 [ $  (89,440.12)
TOTAL ALL FUNDS $40,247,972.06 $ 9,623,256.70 $ 6,617,774.65 $ 6,617,774.65 $ 9,629,590.97 $40,241,637.79

Year To Date - 2011-12
Beginning YTD YTD YTD YTD Ending

Balance Revenue Transfers In Transfers Out Expenditures Balance

Fund 1 |[Teachers Salary $ - $ - $ 7,363,358.68 | $ - $ 7,363,358.68 | $ -
Fund 2 |Operating $ 6,000,000.00 [ $ 21,756,664.33 | $ 11,973,349.94 | $22,065,691.13 [ $ 8,220,002.02 | $ 9,444,321.12
Fund 3 |Building $38,038,440.84 [ $ 1,468,545.08 | $ 97592785 (% 975927.85|% 9,650,324.08 | $29,856,661.84

Fund 4 |Debt Service $ - $ - $ 2,728,982.51 | $ - $ 2,728,98251 | $ -
Fund 6 |Federal Programs $ 47862130 (% 1,201,54557 | $ - $ - $ 1,868,738.49 [ $ (188,571.62)
Fund 7 |Activity Accounts $ 955,118.15| $ 470,520.46 | $ 63,002.84 | $ 63,002.84 | $ 206,972.04 [ $ 1,218,666.57
Fund 8 [Food Service $ 269,764.89 | $ 648,923.66 | $ - $ - $ 1,008,128.67 | $  (89,440.12)
TOTAL ALL FUNDS $45,741,945.18 $ 25,546,199.10 $ 23,104,621.82 $23,104,621.82 $ 31,046,506.49 $40,241,637.79




Revenue Report

Salary, Operating, and Debt Service Funds

October - 2011

Description Budgeted Collected Collected Amount Due % Collected
Revenue This Month To Date (means overage) To Date
Property Taxes $37,844,482.03 | $ 4,013,308.44 | $10,201,064.13 | $27,643,417.90 26.96%
State Revenues $40,292,483.24 | $ 3,700,734.65 | $11,321,110.27 | $28,971,372.97 28.10%
Other Local Revenues $ 839,676.47 | $ 28,338.04 |$ 234,489.93|% 605,186.54 27.93%
TOTAL OPERATING REVENUE $ 78,976,641.74 $ 7,742,381.13 $21,756,664.33 $57,219,977.41 27.55%




Expenditure Report

Salary, Operating, and Debt Service Funds

October - 2011

Budget

Period
Expenditure

Year to Date
Expenditures

Available Bal

% of Budget

(means overage) Year to Date

Salary & Benefits $60,170,016.69 | $ 4,820,517.54 | $12,322,141.11 | $ 47,847,875.58 20%
Supplies, Services & Other $10,384,567.52 | $ 697,317.09 | $ 3,261,219.59 | $ 7,123,347.93 31%
Debt Service $ 8,386,396.27 | $ - $ 2,728,982.51 | $ 5,657,413.76 33%

TOTAL OPERATING EXPENDITURES

$ 78,940,980.48

$ 5,517,834.63

$18,312,343.21

$ 60,628,637.27

23%




Year-to-Date Comparison

Salary, Operating, and Debt Service Funds

October - 2011

Actual Actual Variance % increase/
2011-12 2010-11 decrease
REVENUE
Property Taxes $ 10,201,064.13($ 12,566,149.37 | $ (2,365,085.24) -19%
State Revenue $ 11,321,110.27|$ 10,771,559.39 | $ 549,550.88 5%
Other $ 234,489.93 | $ 103,619.39 | $ 130,870.54 126%
TOTAL REVENUE $ 21,756,664.33 |$ 23,441,328.15| $ (1,684,663.82) -71%
EXPENDITURES
Salary & Benefits $ 12,322,141.11 |$ 12,177,237.09 | $ 144,904.02 1%
Supplies & Services $ 3,261,219.59 | $ 3,113,808.67 | $ 147,410.92 5%
Debt Service $ 2,728,982.51 | $ 1,788,099.38 | $ 940,883.13 53%
TOTAL EXPENDITURES | $ 18,312,343.21 |$ 17,079,145.14 | $ 1,233,198.07 7%




