








Table A-3 presents the cost of each of the District's largest functions as well as each function's net cost (total cost
less fees generated by the activities and intergovernmental aid). The net cost reflects what was funded by
state revenues as well as local tax dollars.

¢ The cost of all governmental activities this year was $7.1 million.
However, the amount that taxpayers paid for these activities through property taxes was only $2.1
million.

¢ Some of the cost was paid by those who directly benefited from the programs
(3165 thousand), or by grants and contributions ($734 thousand).

Table A-3
Net Cost of Selected District Functions
(in thousands of dollars)

Total Cost of Net Cost of
Services Services
2009 2008 2009 2008
Instruction 3,867 3,595 3,502 3,221
School administration 285 269 277 262
Plant Maintenance & Operations 751 690 738 677
Debt Service-Interest & Fiscal Charges 355 368 355 368

FINANCIAL ANALYSIS OF THE DISTRICT'S FUNDS

The District reported fund balance in its governmental funds of approximately $4.7 million reflecting a net decrease
of $631 thousand. The general fund balance decreased $653 thousand. Expenditures in the general fund were up
about $882 thousand or 14%. Instructional costs were up about $290 thousand. $1.4 million of fixed asset additions
were made which is about $600 thousand more than the prior year. Fund balance in the other governmental funds
increased about $21 thousand.
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General Fund Budgetary Highlights

Several budget amendments were made during the year. Even with these amendments, actual expenditures were
slightly less than budgeted. All functions were properly budgeted.

CAPITAL ASSETS AND DEBT ADMINISTRATION

Capital Assets
Table A-4

District's Capital Assets

(in thousands of dollars)

Governmental

Activities
2009 2008

Land 63 63
Buildings and improvements 12,440 11,054
Fumiture and equipment 977 953
Other 540 540
Totals at historical cost 14,020 12,610
Total accumulated depreciation 3,588 3227
Net capital assets 10,432 9,383

The District added a new heating/air conditioning system at the Jr. High building.

Long-Term Debt

Table A-5
District's Long-Term Debt
(in thousands of dollars)

Governmental
2009 2008
Leases payable 287 312
Bonds payable 7,590 7,805

Total bonds and notes payable 7,877 8,117
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ECONOMIC FACTORS AND NEXT YEAR’S BUDGETS AND RATES

The District’s elected officials considered many factors when setting the fiscal year 2010 budget, tax rate. The
district population has increase this year an early enrollment figures indicated that enrollment has increase by
approximately 14 students from the 2008-09, which equates to a 2% increase in enrollment over the 2008-09 school
year. The tax values were up this year due to the reappraisal of property.

The district elected officials had to consider the fixed cost such as utilities, fuel that increase and the repairs on the
Jr. Hi. Building for the 2010 budget. With the M & O rate staying the same the district will be able to take care of
the cost increase.

The local M & O rate stays the same of $1.04/100. The I & S rate was increased by $0.01 to $0.21 to meet bond
payment.

The district has not added any major new programs or initiatives to the 2010 budget.

CONTACTING THE DISTRICT'S FINANCIAL MANAGEMENT

This financial report is designed to provide a general overview of the Rivercrest Independent School District's
finances for all those with an interest in the District's finances. Questions concerning any of the information
provided in this report or requests for additional financial information should be directed to the District's Central
Business Office.
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RIVERCREST INDEPENDENT SCHOOL DISTRICT
STATEMENT OF NET ASSETS
AUGUST 31, 2009

Primary Government

Data
Control Governmental
Codes Activities
ASSETS
1110 Cash and Cash Equivalents $ 5,103,222
1220 Property Taxes Receivable (Delinquent) 542,647
1230 Allowance for Uncollectible Taxes (293,354)
1240 Due from Other Governments 126,850
Capital Assets:
1510  Land 62,883
1520 Buildings, Net 9,675,312
1530 Furniture and Equipment, Net 298,989
1550 Leased Property Under Capital Leases, Net 394,571
1000 Total Assets 15,911,120
LIABILITIES
2150 Payroll Deductions & Withholdings 886
2160 Accrued Wages Payable 145,746
2180 Due to Other Governments 341,306
2300 Deferred Revenues 121,327
Noncurrent Liabilities
2501 Due Within One Year 106,125
2502 Due in More Than One Year 7,770,413
2000 Total Liabilities 8,485,803
NET ASSETS
3200 Invested in Capital Assets, Net of Related Debt 2,555,217
3850 Restricted for Debt Service 203,149
3900 Unrestricted Net Assets 4,666,951
3000 Total Net Assets $ 7,425,317

The notes to the financial statements are an integral part of this statement.
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RIVERCREST INDEPENDENT SCHOOL DISTRICT
STATEMENT OF ACTIVITIES

FOR THE YEAR ENDED AUGUST 31, 2009

EXHIBIT B-1

Net (Expense)
Revenue and
Changes in Net

Data Program Revenues Assets
Control 1 3 4 ‘ 6
Codes Operating Primary Gov.
Charges for Grants and Governmental
Expenses Services Contributions Activities
Primary Government:
GOVERNMENTAL ACTIVITIES:
11 Instruction $ 3,866,730 $ - 3 469,177 $  (3,397,553)
12 Instructional Resources and Media Services 83,670 - - (83,670)
13 Curriculum and Instructional Staff Development 19,844 - - (19,844)
21 Instructional Leadership 63,265 - 8,082 (55,183)
23 School Leadership 291,419 - 16,946 (274,473)
31 Guidance, Counseling and Evaluation Services 107,049 - 6,325 (100,724)
33 Health Services 42,893 - 92 (42,801)
34 Student (Pupil) Transportation 248,706 - 7,461 (241,245)
35 Food Services 387,309 135,707 197,728 (53,874)
36 Extracurricular Activities 336,146 28,005 8,691 (299,450)
41 General Administration 284,666 - 7,212 (277,454)
51 Plant Maintenance and Operations 750,840 1,000 11,495 (738,345)
52 Security and Monitoring Services 32,844 - - (32,844)
53 Data Processing Services 68,475 - 974 (67,501)
72 Debt Service - Interest on Long Term Debt 354,979 - - (354,979)
91 Contracted Instructional Services Between Schools - - - -
93 Payments to Fiscal Agent/Member Districts of SSA 193,430 - - (193,430)
[TP] TOTAL PRIMARY GOVERNMENT: $ 7,132,265 § 164,712 $ 734,183 (6,233,370)
Data - B
Control
Codes General Revenues:
Taxes:
MT Property Taxes, Levied for General Purposes 1,779,290
DT Property Taxes, Levied for Debt Service 350,116
SF State Aid - Formula Grants 4,671,630
GC Grants and Contributions not Restricted 1,512
IE Investment Earnings 75,730
MI Miscellaneous Local and Intermediate Revenue 92,629
TR Total General Revenues 6,970,907
CN Change in Net Assets 737,537
NB  Net Assets--Beginning 6,687,780
NE  Net Assets--Ending § 7,425,31 7

The notes to the financial statements are an integral part of this statement.
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GOVERNMENTAL FUND FINANCIAL
STATEMENTS



EXHIBIT C-1
RIVERCREST INDEPENDENT SCHOOL DISTRICT

BALANCE SHEET

GOVERNMENTAL FUNDS
AUGUST 31, 2009

Data
Control 10 Total
Codes General Other Governmental

Fund Funds Funds

ASSETS

1110 Cash and Cash Equivalents $ 4,885,978 $ 217,244  $ 5,103,222
1220 Property Taxes - Delinquent 450,397 92,250 542,647
1230 Allowance for Uncollectible Taxes (Credit) (247,719) (45,635) (293,354)
1240 Due from Other Governments 126,850 - 126,850
1000 Total Assets $ 5,215,506 $ 263,859 $ 5,479,365

LIABILITIES AND FUND BALANCES

Liabilities:
2150 Payroll Deductions and Withholdings Payable ~ $ 886 $ - 8 886
2160 Accrued Wages Payable 145,746 - 145,746
2180  Due to Other Governments 341,306 - 341,306
2300  Deferred Revenues 205,122 60,710 265,832
2000 Total Liabilities 693,060 60,710 753,770

Fund Balances:

Reserved For:

3420 Retirement of Long Term Debt 203,149 203,149

3490 Other Purposes 300,000 - 300,000
Unreserved Designated For;

3510 Construction 3,000,000 - 3,000,000
Unreserved and Undesignated:

3600 Reported in the General Fund 1,222,446 - 1,222,442

3000 Total Fund Balances 4,522,446 203,149 4,725,595

4000 Total Liabilities and Fund Balances $ 5,215,506 $ 263,859 $ 5,479,365

The notes to the financial statements are an integral part of this statement.
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EXHIBIT C-2
RIVERCREST INDEPENDENT SCHOOL DISTRICT

RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET TO THE
STATEMENT OF NET ASSETS
AUGUST 31, 2009

Total Fund Balances - Governmental Funds $ 4.725.595

1 The District uses internal service funds to charge the costs of certain activities, such as 1
self-insurance and printing, to appropriate functions in other funds. The assets and
liabilities of the internal service funds are included in governmental activities in the
statement of net assets. The net effect of this consolidation is to increase(decrease)
net assets.

2 Capital assets used in governmental activities are not financial resources and therefore 1.265.880
are not reported in governmental funds. At the beginning of the year, the cost of these T
assets was $12,610,297 and the accumulated depreciation was $3,227,426. In
addition, long-term liabilities, including bonds payable, are not due and payable in the
current period, and, therefore are not reported as liabilities in the funds. The net effect
of including the beginning balances for capital assets (net of depreciation) and long-
term debt in the governmental activities is to increase (decrease) net assets.

3 Current year capital outlays and long-term debt principal payments are expenditures in 1,659,726
the fund financial statements,but they should be shown as increases in capital assets
and reductions in long-term debt in the government-wide financial statements. The
net effect of including the 2009 capital outlays and debt principal payments is to
increase (decrease) net assets.

4 The 2009 depreciation expense increases accumulated depreciation. The net effect of (361,120)
the current year's depreciation is to decrease net assets.

S Various other reclassifications and eliminations are necessary to convert from the 135,235
modified accrual basis of accounting to accrual basis of accounting. These include
recognizing deferred revenue as revenue, eliminating interfund transactions,
reclassifying the proceeds of bond sales as an increase in bonds payable, and
recognizing the liabilities associated with maturing long-term debt and interest. The
net effect of these reclassifications and recognitions is to increase (decrease) net
assets.

19 Net Assets of Governmental Activities $ 7,425,317

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

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE

GOVERNMENTAL FUNDS
FOR THE YEAR ENDED AUGUST 31, 2009

Data

10 Total
Control General Other Governmental
Codes Fund Funds Funds
REVENUES:
5700  Total Local and Intermediate Sources $ 1,906,101 $ 476,732 $§ 2,382,833
5800  State Program Revenues 4,657,612 338,384 4,995,996
5900  Federal Program Revenues o 665 410,663 411,328
5020 Total Revenues 6,564,378 1,225,779 7,790,157
EXPENDITURES:
Current:
0011  Instruction 3,391,405 309,622 3,701,027
0012  Instructional Resources and Media Services 79,970 - 79,970
0013 Curriculum and Instructional Staff Development 19,844 - 19,844
0021  Instructional Leadership 58,877 4,388 63,265
0023 School Leadership 291,419 - 291,419
0031  Guidance, Counseling and Evaluation Services 105,250 1,799 107,049
0033  Health Services 42,893 - 42,893
0034  Student (Pupil) Transportation 227,883 - 227,883
0035  Food Services - 353,310 353,310
0036  Extracurricular Activities 313,836 - 313,836
0041  General Administration 280,656 - 280,656
0051 Facilities Maintenance and Operations 2,050,269 - 2,050,269
0052  Security and Monitoring Services 32,844 - 32,844
0053 Data Processing Services 68,475 - 68,475
Debt Service:
0071  Debt Service - Principal on Long Term Debt 24,722 225,000 249,722
0072 Debt Service - Interest on Long Term Debt 15,857 329,852 345,709
Intergovernmental:
0093  Payments to Fiscal Agent/Member Districts of SSA 193,430 - 193,430
6030 Total Expenditures 7,197,630 1,223,971 8,421,601
1100 Excess (Deficiency) of Revenues Over (Under) (633,252) 1,808 (631,444)
Expenditures
OTHER FINANCING SOURCES (USES):
7915 Transfers In - 19,582 19,582
8911  Transfers Out (Use) (19,582) - (19,582)
7080 Total Other Financing Sources (Uses) (19,582) 19,582 -
1200 Net Change in Fund Balances (652,834) 21,390 (631,444)
0100 Fund Balance - September 1 (Beginning) 5,175,280 181,759 5,357,039
3000 Fund Balance - August 31 (Ending) $ 4522446 § 203,149 § 4,725,595

The notes to the financial statements are an integral part of this statement.
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EXHIBIT C-4
RIVERCREST INDEPENDENT SCHOOL DISTRICT

RECONCILIATION OF THE GOVERNMENTAL FUNDS STATEMENT OF REVENUES, EXPENDITURES,
AND CHANGES IN FUND BALANCES TO THE STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED AUGUST 31, 2009

Total Net Change in Fund Balances - Governmental Funds $ (631,444)

The District uses internal service funds to charge the costs of certain activities, such as .
self-insurance and printing, to appropriate functions in other funds. The net income

(loss) of internal service funds are reported with governmental activities. The net effect

of this consolidation is to increase (decrease) net assets.

Current year capital outlays and long-term debt principal payments are expenditures in 1,659,726
the fund financial statements, but they should be shown as increases in capital assets

and reductions in long-term debt in the government-wide financial statements. The net

effect of removing the 2009 capital outlays and debt principal payments is to increase

(decrease) net assets.

Depreciation is not recognized as an expense in governmental funds since it does not (361,120)
require the use of current financial resources. The net effect of the current year's
depreciation is to decrease net assets.

Various other reclassifications and eliminations are necessary to convert from the 70,375
modified accrual basis of accounting to accrual basis of accounting. These include

recognizing deferred revenue as revenue, adjusting current year revenue to show the

revenue earned from the current year's tax levy, eliminating interfund transactions,

reclassifying the proceeds of bond sales, and recognizing the liabilities associated with

maturing long-term debt and interest. The net effect of these reclassifications and

recognitions is to increase (decrease) net assets.

Change in Net Assets of Governmental Activities $ 737,537

The notes to the financial statements are an integral part of this statement.
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RIVERCREST INDEPENDENT SCHOOL DISTRICT
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE

BUDGET AND ACTUAL - GENERAL FUND
FOR THE YEAR ENDED AUGUST 31, 2009

EXHIBIT C-5

Data Actual Amounts Variance With
Control Budgeted Amounts (GAAP BASIS) Fmal‘ ]?udget
Codes Positive or

Original Final (Negative)
REVENUES:

5700 Total Local and Intermediate Sources $ 1,885,202 $ 2,009,802 $ 1,906,101 $ (103,701)

5800 State Program Revenues 5,649,863 5,080,835 4,657,612 (423,223)

5900 Federal Program Revenues - 666 665 (1)

5020 Total Revenues 7,535,065 7,091,303 6,564,378 (526,925)

EXPENDITURES:
Current:

0011 Instruction 3,675,706 3,443,527 3,391,405 52,122

0012 Instructional Resources and Media Services 85,918 90,018 79,970 10,048

0013 Curriculum and Instructional Staff Development 26,690 25,690 19,844 5,846

0021 Instructional Leadership 64,265 60,965 58,877 2,088

0023 School Leadership 295,485 292,906 291,419 1,487

0031 Guidance, Counseling and Evaluation Services 113,763 110,763 105,250 5,513

0033 Health Services 45,920 42,920 42,893 27

0034 Student (Pupil) Transportation 374,095 231,763 227,883 3,880

0036 Extracurricular Activities 317,284 316,055 313,836 2,219

0041 General Administration 291,260 283,260 280,656 2,604

005! Facilities Maintenance and Operations 1,879,894 2,051,795 2,050,269 1,526

0052 Security and Monitoring Services 33,000 33,190 32,844 346

0053 Data Processing Services 68,822 68,822 68,475 347

Debt Service:
0071 Debt Service - Principal on Long Term Debt 24,723 24,723 24,722 1
0072 Debt Service - Interest on Long Term Debt 15,860 15,860 15,857 3
Intergovernmental:

0093 Payments to Fiscal Agent/Member Districts of SSA 192,306 193,430 193,430 -

6030 Total Expenditures 7,504,991 7,285,687 7,197,630 88,057

1100 Excess (Deficiency) of Revenues Over (Under) 30,074 (194,384) (633,252) (438,868)

Expenditures :
OTHER FINANCING SOURCES (USES):

8911 Transfers Out (Use) - - (19,582) (19,582)

7080 Total Other Financing Sources (Uses) - - (19,582) (19,582)

1200  Net Change in Fund Balances 30,074 (194,384) (652,834) (458,450)

0100 Fund Balance - September 1 (Beginning) 5,175,280 5,175,280 5,175,280 -

3000  Fund Balance - August 31 (Ending) $ 5,205,354  § 4,980,806 $ 4,522,446 § (458,450)

The notes to the financial statements are an integral part of this statement.
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PROPRIETARY FUND FINANCIAL
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EXHIBIT D-1
RIVERCREST INDEPENDENT SCHOOL DISTRICT
STATEMENT OF NET ASSETS
PROPRIETARY FUNDS
AUGUST 31, 2009
Govemnmental
Acﬁvities -
Total
Internal

Service Funds

ASSETS
Current Assets:
Cash and Cash Equivalents $ 1
Total Assets 1
NET ASSETS
Unrestricted Net Assets 1
Total Net Assets $ 1

The notes to the financial statements are an integral part of this statement.
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EXHIBIT D-2
RIVERCREST INDEPENDENT SCHOOL DISTRICT
STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN FUND NET ASSETS
PROPRIETARY FUNDS
FOR THE YEAR ENDED AUGUST 31, 2009
Governmental o
Activities - _
Total
Internal

Service Funds

OPERATING REVENUES:
Local and Intermediate Sources § 5635
Total Operating Revenues 5635
OPERATING EXPENSES:
Professional and Contracted Services 5,635

Total Operating Expenses

The notes to the financial statements are an integral part of this statement.
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EXHIBIT D-3
RIVERCREST INDEPENDENT SCHOOL DISTRICT
STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS
FOR THE YEAR ENDED AUGUST 31, 2009
Govemmenal
Activities -
 Total
Internal
Service Funds
Cash Flows from Operating Activities:
Cash Received from Assessments - Other Funds $ 5,635
Cash Payments for Insurance Claims (5,635)

Net Cash Provided by Operating
Activities
Cash Flows from Non-Capital Financing Activities:
Increase(decrease) in Short-term Loans

Cash Flows from Capital & Related Financing Activities:

Acquisition of Capital Assets
Cash Flows from Investing Activities:
Purchase of Investment Securities

Net Increase in Cash and Cash Equivalents
Cash and Cash Equivalents at Beginning of the Year:

Cash and Cash Equivalents at the End of the Year:

Reconciliation of Operating Income (Loss) to Net Cash
Provided by Operating Activities:

Operating Income (Loss):

Adjustments to Reconcile Operating Income
to Net Cash Provided by Operating Activities:
Depreciation
Net Cash Provided by Operating
Activities

The notes to the financial statements are an integral part of this statement.
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FIDUCIARY FUND FINANCIAL STATEMENTS



EXHIBIT E-1
RIVERCREST INDEPENDENT SCHOOL DISTRICT

STATEMENT OF FIDUCIARY NET ASSETS
FIDUCIARY FUNDS
AUGUST 31, 2009

Agency
Funds
ASSETS
Cash and Cash Equivalents $ 63,348
Total Assets 63,348
LIABILITIES
Due to Student Groups $ 63,348
Total Liabilities 63,348

The notes to the financial statements are an integral part of this statement.
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RIVERCREST INDEPENDENT SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS

YEAR ENDED AUGUST 31, 2009

I. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

RIVERCREST INDEPENDENT SCHOOL DISTRICT (the "District") is a public educational agency operating
under the applicable laws and regulations of the State of Texas. It is governed by a seven member Board of Trustees
(the "Board") elected by registered voters of the District. The District prepares its basic financial statements in
conformity with generally accepted accounting principles promulgated by the Governmental Accounting Standards
Board and other authoritative sources identified in Statement on Auditing Standards No. 69 of the American
Institute of Certified Public Accountants; and it complies with the requirements of the appropriate version of Texas
Education Agency's Financial Accountability System Resource Guide (the "Resource Guide") and the requirements
of contracts and grants of agencies from which it receives funds.

A. REPORTING ENTITY

The Board of Trustees (the "Board") is elected by the public and it has the authority to make decisions, appoint
administrators and managers, and significantly influence operations. It also has the primary accountability for fiscal
matters. Therefore, the District is a financial reporting entity as defined by the Governmental Accounting Standards
Board ("GASB") in its Statement No. 14, "The Financial Reporting Entity." There are no component units included
within the reporting entity.

B. GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENTS

The Statement of Net Assets and the Statement of Activities are government-wide financial statements. They report
information on all of the RIVERCREST INDEPENDENT SCHOOL DISTRICT activities with most of the inter-
fund activities removed. Governmental activities include programs supported primarily by taxes, State foundation
funds, grants and other intergovernmental revenues. The District has no business type activities.

The Statement of Activities demonstrates how other people or entities that participate in programs the District
operates have shared in the payment of the direct costs. Direct costs are those that are clearly identifiable with a
specific function. Program revenues of the District include charges for services and operating grants and
contributions. The "charges for services" column includes payments made by parties that purchase, use, or directly
benefit from goods or services provided by a given function or segment of the District. Examples include tuition
paid by students not residing in the district, school lunch charges, etc. The "grants and contributions" column
includes amounts paid by organizations outside the District to help meet the operational or capital requirements of a
given function. Examples include grants under the Elementary and Secondary Education Act. If a revenue is not a
program revenue, it is a general revenue used to support all of the District's functions. Taxes are always general
revenues.

Inter-fund activities between governmental funds appear as due to/due froms on the Governmental Fund Balance
Sheet and as other resources and other uses on the governmental fund Statement of Revenues, Expenditures and
Changes in Fund Balance. All inter-fund transactions between governmental funds and between governmental
funds and internal service funds are eliminated on the government-wide statements. Inter-fund activities between
governmental funds and fiduciary funds remain as due to/due froms on the government-wide Statement of
Activities.
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The fur_ld financial statements provide reports on the financial condition and results of operations for three fund
cqteg_ones - governmental, proprietary, and fiduciary. Since the resources in the fiduciary funds cannot be used for
District operations, they are not included in the government-wide statements. The District considers some
governmental funds major and reports their financial condition and results of operations in a separate column.

C. MEASUREMENT FOCUS, BASIS OF ACCOUN TING, AND FINANCIAL STATEMENT
PRESENTATION

The government-wide financial statements use the economic resources measurement focus and the accrual basis of
accounting, as do the proprietary fund and fiduciary fund financial statements. Revenues are recorded when earned
and expenses are recorded when a liability is incurred, regardless of the timing of the related cash flows. Property
taxes are recognized as revenues in the year for which they are levied. Grants and similar items are recognized as
revenue as soon as all eligibility requirements imposed by the provider have been met.

Governmental fund financial statements use the current financial resources measurement focus and the modified
accrual basis of accounting. With this measurement focus, only current assets, current liabilities and fund balances
are included on the balance sheet. Operating statements of these funds present net increases and decreases in current
assets (i.e., revenues and other financing sources and expenditures and other financing uses).

The modified accrual basis of accounting recognizes revenues in the accounting period in which they become both
measurable and available, and it recognizes expenditures in the accounting period in which the fund liability is
incurred, if measurable, except for un-matured interest and principal on long-term debt, which is recognized when
due. The expenditures related to certain compensated absences and claims and judgments are recognized when the
obligations are expected to be liquidated with expendable available financial resources. The District considers all
revenues available if they are collectible within 60 days after year end.

Revenues from local sources consist primarily of property taxes. Property tax revenues and revenues received from
the State are recognized under the "susceptible to accrual” concept, that is, when they are both measurable and
available. The District considers them "available" if they will be collected within 60 days of the end of the fiscal
year. Miscellaneous revenues are recorded as revenue when received in cash because they are generally not
measurable until actually received. Investment earnings are recorded as earned, since they are both measurable and

available.

Grant funds are considered to be earned to the extent of expenditures made under the provisions of the grant.
Accordingly, when such funds are received, they are recorded as deferred revenues until related and authorized
expenditures have been made. If balances have not been expended by the end of the project period, grantors
sometimes require the District to refund all or part of the unused amount.

The Proprietary Fund Types and Fiduciary Funds are accounted for on a flow of economic resources measurement
focus and utilize the accrual basis of accounting. This basis of accounting recognizes revenues in the accounting
period in which they are earned and become measurable and expenses in the accounting period in which they are
incurred and become measurable. The District applies all GASB pronouncements as well as the Financial
Accounting Standards Board pronouncements issued on or before November 30, 1989, unless these pronouncements
conflict or contradict GASB pronouncements. With this measurement focus, all assets and all liabilities associated
with the operation of these funds are included on the fund Statement of Net Assets. The fund equity is segregated
into invested in capital assets, net of related debt, restricted net assets, and unrestricted net assets.
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D. FUND ACCOUNTING

The District’s accounts are organized on the basis of funds, each of which is considered to be a separate accounting
entity. The operations of each fund are accounted for by providing a separate set of self-balancing accounts which
are comprised of each fund’s assets, liabilities, equity, revenues and expenditures.

The District reports the following major governmental funds:

1. The General Fund - The general fund is the District's primary operating fund. It accounts for all
financial resources except those required to be accounted for in another fund.

Additionally, the District reports the following fund type(s):
Governmental Funds:
1. Special Revenue Funds — The District accounts for resources restricted to, or designated for, specific
purposes by the District or a grantor in a special revenue fund. Most Federal and some State financial

assistance is accounted for in a Special Revenue Fund, and sometimes unused balances must be
returned to the grantor at the close of specified project periods.

2. Debt Service Fund -- The District accounts for resources accumulated and payments made for
principal and interest on long-term general obligation debt of governmental funds in a debt service
fund.

Proprietary Funds:

1. Internal Service Funds - Revenues and expenses related to services provided to organizations inside
the District on a cost reimbursement basis are accounted for in an internal service fund. The District's
Internal Service Fund is a self funded worker's compensation fund.

Fiduciary Funds:

1. Agency Funds - The District accounts for resources held for others in a custodial capacity in agency
funds. The District's Agency Funds are student activity funds.
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E.

OTHER ACCOUNTING POLICIES

For purposes of the statement of cash flows for proprietary funds, the District considers highly liquid
investments to be cash equivalents if they have a maturity of three months or less when purchased.

In the government-wide financial statements, long-term debt and other long-term obligations are
reported as liabilities in the applicable governmental activities statement of net assets.

In the fund financial statements, the face amount of debt issued is reported as other financing sources.
Issuance costs, whether or not withheld from the actual debt proceeds received, are reported as debt
service expenditures.

Capital assets, which include land, buildings, furniture and equipment are reported in the applicable
governmental activities column in the government-wide financial statements. Capital assets are
defined by the District as assets with an initial, individual cost of more than $5,000 and an estimated
useful life in excess of two years. Such assets are recorded at historical cost or estimated historical
cost if purchased or constructed. Donated capital assets are recorded at estimated fair market value at
the date of donation.

The costs of normal maintenance and repairs that do not add to the value of the asset or materially
extend assets lives are not capitalized. Major outlays for capital assets and improvements are
capitalized as projects are constructed.

Buildings, furniture and equipment of the District and the component units are depreciated using the
straight line method over the following estimated useful lives:

Assets Years
Buildings 50
Building Improvements 20-50
Vehicles 10
Office Equipment 10
Computer Equipment 10

Since Internal Service Funds support the operations of governmental funds, they are consolidated with
the governmental funds in the government-wide financial statements. The expenditures of
governmental funds that create the revenues of internal service funds are eliminated to avoid "grossing
up" the revenues and expenses of the District as a whole.

The District has a self-insurance fund for worker’s compensation insurance.

In the fund financial statements, governmental funds report reservations of fund balance for amounts
that are not available for appropriation or are legally restricted by outside parties for use for a specific
purpose. Designations of fund balance represent tentative management plans that are subject to

change.

When the District incurs an expense for which it may use either restricted or unrestricted assets, it uses
the restricted assets first whenever they will have to be returned if they are not used.

27



10.

11

Investments are reported at fair value.

The Data Control Codes refer to the account code structure prescribed by TEA in the Financial
Accountability System Resource Guide. Texas Education Agency requires school districts to display
these codes in the financial statements filed with the Agency in order to insure accuracy in building a
State-wide data base for policy development and funding plans.

Private-sector standards of accounting and financial reporting issued prior to December 1, 1989
generally are followed in both government-wide and proprietary fund financial statements to the extent
that those standards do not conflict with or contradict guidance of the GASB. Governments also have
the option of following subsequent private-sector guidance for their business-type activities and
enterprise funds, subject to this same limitation. The District has elected not to follow subsequent
private-sector guidance.

School Districts are required to report all expenses by function, except certain indirect expenses.
General administration and data processing service functions (data control codes 41 and 53,
respectively) include expenses that are indirect expenses of other functions. These indirect expenses
are not allocated to other functions.
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II. RECONCILIATION OF GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENTS

A, EXPLANATION OF CERTAIN DIFFERENCES BETWEEN THE GOVERNMENTAL FUND
BALANCE SHEET AND THE GOVERNMENT-WIDE STATEMENT OF NET ASSETS

Exhibit C-2 provides the reconciliation between the fund balance for total governmental funds on the governmental
fund balance sheet and the net assets for governmental activities as reported in the government-wide statement of net
assets. One element of that reconciliation explains that capital assets are not financial resources and are therefore
not reported in governmental funds. In addition, long-term liabilities, including bonds payable, are not due and
payable in the current period and are not reported as liabilities in the funds. The details of capital assets and long-
term debt at the beginning of the year were as follows:

Capital Assets Accurmulated Net Value atthe  Change in Net
at the Beginning ofthe year Historic Cost Depreciation  Beginning of the Assets
Year

Land 62,883 - 62,883
Buildings 11,054,446 (2,498,677) 8,555,769
Fumiture & Equipment 952,979 (603,090) 349,889
Construction in progress - - -
Capital Leases 539,989 (125,659) 414,330

Change in Net Assets 12,610,297 (3,227,426) 9,382,871
Long-term Liabilities Payable at the
at the Beginning of the year Beginning of the

Year

Bonds payable 7,544,977
Capital Leases Payable 312,122
Premium on issuance of debt 206,568
Accreted interest 53,324

Change in Net Assets 8,116,991

Net Adjustment to Net Assets
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B. EXPLANATION OF CERTAIN DIFFERENCES BETWEEN THE GOVERNMENTAL FUND
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALAN CES AND THE
GOVERNMENT-WIDE STATEMENT OF ACTIVITIES

Exhibit C-4 provides a reconciliation between the net changes in fund balance as shown on the governmental fund
statement of revenues, expenditures, and changes in fund balances and the changes in net assets of governmental
activities as reported on the government-wide statement of activities. One element of that reconciliation explains
that current year capital outlays and debt principal payments are expenditures in the fund financial statements, but
should be shown as increases in capital assets and decreases in long-term debt in the government-wide statements.
This adjustment affects both the net asset balance and the change in net assets. The details of this adjustment are as

follows:

Adjustments to
Amount Changes in Net Adjustments to

Assets Net Assets

Current vear Capital Outlay
Buildings & improvements 1,385,554 1,385,554 1,385,554
Furniture & Equipment 24,450 24,450 24,450
Total Capital Outlay 1,410,004 1,410,004 1,410,004

Debt Principal Payments

Bond Principal 225,000 225,000 225,000
Capital Lease Payments 24,722 24,722 24,722
Total Principal Payments 249,722 249,722 249,722
Total Adjustment to Net Assets 1,659,726 1,659,726

Another element of the reconciliation on Exhibit C-4 is described as various other reclassifications and eliminations
necessary to convert from the modified accrual basis of accounting to accrual basis of accounting. This adjustment

is the result of several items. The details for this element are as follows:

Amount

Adjustments to Revenue and Deferred Revenue

Taxes Collected from PriorYear Levies 61,938

Uncollected taxes (assumed collectible) from Current

Year Levy 144,505

Effect of prior year tax entries 2,921
Accreted interest (19,108)
Amortization of premium 9,838

Total
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(61,938) -
144,505 144,505
(2,921) -
(19,108) (19,108)
9,838 9,838
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III. STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILITY

A. BUDGETARY DATA

The Board of Trustees adopts an "appropriated budget" for the General Fund, Debt Service Fund and the Food
Service Fund which is included in the Special Revenue Funds. The District is required to present the adopted and
final amended budgeted revenues and expenditures for each of these funds if they are considered major funds. The
District compares the final amended budget to actual revenues and expenditures. The General Fund Budget report
appears in Exhibit C-5 and the other two reports are in Exhibit J-4 and J-5.

The following procedures are followed in establishing the budgetary data reflected in the general-purpose financial
statements:

1. Prior to August 20 the District prepares a budget for the next succeeding fiscal year beginning
September 1. The operating budget includes proposed expenditures and the means of financing them.

2. A meeting of the Board is then called for the purpose of adopting the proposed budget. At least ten
days' public notice of the meeting must be given.

3. Prior to September 1, the budget is legally enacted through passage of a resolution by the Board. Once
a budget is approved, it can only be amended at the function and fund level by approval of a majority
of the members of the Board. Amendments are presented to the Board at its regular meetings. Each
amendment must have Board approval. As required by law, such amendments are made before the
fact, are reflected in the official minutes of the Board, and are not made after fiscal year end. Because
the District has a policy of careful budgetary control, several amendments were necessary during the
year. However, none of these were significant.

4. Each budget is controlled by the budget coordinator at the revenue and expenditure function/object
level. Budgeted amounts are as amended by the Board. All budget appropriations lapse at year end. A
reconciliation of fund balances for both appropriated budget and non-appropriated budget special
revenue funds is as follows:

August 31, 2009
Fund Balance

Appropriated Budget Funds - Food Service Special Revenue Fund -
Nomappropriated Budget Funds -

All Special Revenue Funds -
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IV. DETAILED NOTES ON ALL FUNDS AND ACCOUNT GROUPS

A. DEPOSITS AND INVESTMENTS

Legal and Contractual Provisions Governing Deposits and Investments

The Public Funds Investment Act (Government Code Chapter 2256) contains specific provisions in the areas
of investment practices, management reports and establishment of appropriate policies. Among other things, it
requires the District to adopt, implement, and publicize an investment policy. That policy must address the
following areas: (1) safety of principal and liquidity, (2) portfolio diversification, (3) allowable investments, (4)
acceptable risk levels, (5) expected rates of return, (6) maximum allowable stated maturity of portfolio
investments, (7) maximum average dollar-weighted maturity allowed based on the stated maturity date for the
portfolio, (8) investment staff quality and capabilities, (9) and bid solicitation preferences for certificates of
deposit. Statutes authorize the District to invest in (1) obligations of the U.S. Treasury, certain U.S. agencies,
and the State of Texas; (2) certificates of deposit, (3) certain municipal securities, (4) money market savings
accounts, (5) repurchase agreements, (6) bankers acceptances, (7) Mutual Funds, (8) Investment pools, (9)
guaranteed investment contracts, (10) and common trust funds. The Act also requires the District to have
independent auditors perform test procedures related to investment practices as provided by the Act. The
district is in substantial compliance with the requirements of the Act and with local policies.

Additional contractual provisions governing deposits and investments for the District are as follows:

Policies Governing Deposits and Investments

In compliance with the Public Funds Investment Act, the District has adopted a deposit and investment policy.
That policy does address the following risks:

1. Custodial Credit Risk — Deposits: In the case of deposits, this is the risk that in the event of a bank failure,
the government’s deposits may not be returned to it. The District’s policy regarding types of deposits
allowed and collateral requirements is that the funds of the District must be deposited and invested under the
terms of a contract, contents of which are set out in the Depository Contract Law. The depository bank places
approved pledged securities for safekeeping in an amount sufficient to protect the District’s funds on a day-
to-day basis during the period of the contract. The pledge of approved securities is waived only to the extent
of the depository bank’s dollar amount of Federal Deposit Insurance Corporation (“FDIC”) insurance.

Deposits of the District are insured or collateralized with securities held by the pledging financial institution’s
trust department or agent in the name of the District.

At August 31, 2009, the carrying amount of the District's deposits (cash, certificates of deposit, and interest-
bearing savings accounts included in temporary investments) was $1,827,267 and the bank balance was
$1,961,541. The District's cash deposits at August 31, 2009 and during the year ended August 31, 2009 were
entirely covered by FDIC insurance or by pledged collateral held by the District's agent bank in the District's

name.

In addition, the following is disclosed regarding coverage of combined balances on the date of highest
deposit:

a. Depository: Guaranty Bond Bank

b. The market value of securities pledged as of the date of the highest combined balance on
deposit was $2,157,719.

c. The highest combined balances of cash, savings, and time deposit accounts amounted to
$2,034,889 and occurred during the month of February, 2009.
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d. Total amount of FDIC coverage at the time of the highest combined balance was
$406,870.

2. Custodial Credit Risk — Investments: For an investment, this is the risk that, in the event of the failure of
the counterparty, the government will not be able to recover the value of its investments or collateral
securities that are in the possession of an outside party. Positions in external investment pools are not
subject to custodial credit risk. The District has no investments exposed to custodial credit risk at the end
of the period.

3. Interest- rate Risk — Interest-rate risk occurs when potential purchases of debt securities do not agree to pay
face value for these securities if interest rates rise. The District does not purchase investments where the
face value is not guaranteed.

4. Concentration Risk — Concentration risk is defined as positions of 5 percent or more in the securities of a
single issuer. Investments in external investment pools are not subject to concentration risk. The District is
not exposed to any amounts of concentration risk.

5. Other Credit Risk Exposure — The District has investments in external investment pools. The rating of the
pool is disclosed below.

The Districts investments at August 31, 2009, are shown below:

Average Weighted
CreditQuality/ Avg. Days
Investment Type Fair Value Ratings to Maturity
Lonestar Investment Pool 3,339,304 AAAmM 28 days

3,339,304
]

B. PROPERTY TAXES

Property taxes are levied by October 1 on the assessed value listed as of the prior January 1 for all real and business
personal property located in the District in conformity with Subtitle E, Texas Property Tax Code. Taxes are due on
receipt of the tax bill and are delinquent if not paid before February 1 of the year following the year in which
imposed. On January 31 of each year, a tax lien attaches to property to secure the payment of all taxes, penalties,
and interest ultimately imposed. Property tax revenues are considered available (1) when they become due or past
due and receivable within the current period and (2) when they are expected to be collected during a 60-day period
after the close of the school fiscal year.
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C. DELINQUENT TAXES RECEIVABLE

Delinquent taxes are prorated between maintenance and debt service based on rates adopted for the year of the levy
Allowances for uncollectible tax receivables within the General and Debt Service Funds are based on historical
experience in collecting property taxes. Uncollectible personal property taxes are periodically reviewed and written

off, but the District is prohibited from writing off real property taxes without specific statutory authority from the
Texas Legislature.

D. INTERFUND RECEIVABLES AND PAYABLES
There are no inter-fund receivables or payables at August 31, 2009.

Inter-fund transfers for the year ended August 31, 2009, consisted of the following individual amounts:

Transfers to Non-major Governmental Funds From:

General Fund $19,582
Total Transferred to Non-major Governmental Fund $ 19,582

$19,582 was transferred from the general fund to the food service fund to cover deficit in fund.

E. DISAGGREGATION OF RECEIVABLES AND PAYABLES

Receivables at August 31, 2009, were as follows:

Property Other Due From Total

Taxes Governments Other Funds Other Receivables
Governmental Activities:
General Fund 450,397 126,850 - - 577,247
Nonmajor Governmental Funds 92,250 - - - 92,250
Total - Governmental Activities 542,647 126,850 - - 669,497
Amounts not scheduled for
collection during the
subsequent year 293,354 - - - 293,354
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E. DISAGGREGATION OF RECEIVABLES AND PAYABLES cont’d

Payables at August 31, 2009, were as follows:

Governmental Activities:
General Fund
Nonmajor Governmental Funds

Loans, Leases Salaries Due To Due to
and Bonds and Other Other Total
Accounts Payable - Benefits Funds Governments Other  Payables
Current Year
- 146,632 - 341,306 - 487,938
- 146,632 - 341,306 - 487,938

Total - Governmental Activities

Amounts not scheduled for
payment during the
subsequent year

F.  CAPITAL ASSET ACTIVITY

Capital asset activity for the District for the year ended August 31, 2009, was as follows:

Governmental Activities:
Land
Buildings and Improvements
Furniture and Equipment
Capital Leases

Totals at Historic Cost
Less Accumulated Depreciation for:
Buildings and Improvements
Fumniture and Equipment
Capital Leases
Total Accumulated Depreciation
Governmental Activities Capital Assets, Net

Primary Government

Beginning Ending
Balance Additions  Retirements Balance
62,883 - - 62,883
11,054,446 1,385,554 - 12,440,000
952,979 24,450 - 977,429
539,989 - - 539,989
12,610,297 1,410,004 - 14,020,301
(2/498,677)  (266,011) - (2,764,688)
(603,090) (75,350) - (678,440)
(125,659) (19,759) - (145,418)
(3,227,426)  (361,120) - (3,588,546)
9,382,871 1,048,884 - 10,431,755
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F. CAPITAL ASSET ACTIVITY cont’d

Depreciation expense was charged to governmental functions as follows:

Instruction

Instructional Resources and Media Services

Student (Pupil) Transportation
Food Services

Cocurricular/Extracurricular Activities

General Administration

Plant Maintenance and Operations

Total Depreciation Expense

179,200
3,700
38,808
33,999
22310
4,010
79,093

361,120
e

G. CHANGES IN LONG-TERM LIABILITIES

Long-term activity for the year ended August 31, 2009 follows;

Governmental Activities:
Bonds and Notes Payable:
General Obligation Bonds
Accreted Interest
Unamortized Premium
Other Liabilities:

Capital Leases

Total Governmental Activities:
Long-Term Liabilities

Beginning Ending Due Within
Balance Additions Reductions Balance One Year
7,544,977 - (225,000) 7,319,977 80,147

53,324 19,108 - 72,432 -
206,568 - (9,838) 196,730 -
312,121 - (24,722) 287,399 25,978

8,116,990 19,108 (259,560) 7,876,538 106,125

36



H. COMMITMENTS UNDER LEASES

The District entered into a capital lease purchase agreement May 13, 2003 with TAC Americas, Inc. for the purpose
of providing energy efficiency improvements. The amount capitalized was $428,000, the minimum annual
payments of principal and interest are $40,579 and the interest rate is approximately 5%. The lease purchase is
authorized by Section 271 of the Local Government Code.

Commitments under the capital lease purchase agreement for minimum future rental payments as of August 31,
2009 are as follows:

Year Ended
2010 25,978
2011 27,298
2012 28,685
2013 30,142
2014 31,673
2015-2019 143,624

Total Capital Lease Payments 287,400
e —
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L BONDS PAYABLE

As authorized by TEA code 45.001 and 45.003(b)(1) the District issued $5,700,000 in bonds for the purpose of
construction and equipment of school buildings in the District. Bond proceeds were received in August, 1999.
Interest is payable from 5.37% to 8.00%. As authorized by TEA code 45.001 and 45.003(b)(1) the District issued an
additional $3,300,000 in bonds for the purpose of construction and equipment of school buildings in the District.
Bond proceeds were received in November, 2001. Interest is payable from 4.40% to 6.00%. During the 2005-2006
fiscal year, as authorized by TEA code 45.001 and 45.003(b)1 the District issued the Unlimited tax refunding bonds
Series 2006. This was used to refund all but $360 thousand of the Series 1999 debt. Interest is payable to 3.50% -
4.00%.

A summary of changes in general long-term debt for the year ended August 31, 2009 is as follows:

Payable
Interest Amounts Interest Amounts Issued/
Rate Original Current Outstanding Interest Outstanding
DESCRIPTION Payable Issue Year 9/1/2008  Accreted Retired 8/31/2009
Schoolbuilding bonds- 5.37%-

Series 1999 8.00% 5,700,000 3,000 125,000 - (125,000) -
Schoolbuilding bonds- 4,40%

Series 2001 6.00% 3,300,000 148,604 2,940,000 - (65,000) 2,875,000
Unlimited tax refunding 3.5%-

Bonds Series 2006 4.00% 4,579,977 181,997 4,479,977 - (35,000) 4,444,977
Accreted Interest - 8,272 - 53,324 19,108 - 72,432
Unamortized Premium - 226,266 - 206,568 - (9,838) 196,730

333,601 7,804,869 19,108 (234,838) 7,589,139

This advance refunding was undertaken to reduce total debt service payments over 23 years by approximately $506
thousand and to obtain an economic gain (difference between present value of the debt service payments of the
refunded and refunding bonds) of approximately $187 thousand.

Debt service requirements are as follows:

General Obligations

Year Ended Total
August 31, Principal Interest Requirements
2010 80,147 482,042 562,189
2011 74,830 478,722 553,552
2012 245,000 311,959 556,959
2013 255,000 301,651 556,651
2014 270,000 290,737 560,737
2015-2019 1,535,000 1,267,891 2,802,891
2020-2024 1,905,000 901,088 2,806,088
2025-2029 2,370,000 428,556 2,798,556
2030-2032 585,000 45,772 630,772
Total 7.319.977 4,508,418 11,828,393

There are a number of limitations and restrictions contained in the general obligation bond indenture. Management
has indicated that the District in compliance with all significant limitations and restrictions at August 31, 2009.
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J.  MAINTENANCE OF EFFORT

During the year ended August 31, 2009, employees of the RIVERCREST Independent School District were covered
by a health insurance plan with TRS Active Care. Under this plan, the District contributes $150 per month per
covered employee.

Maintenance of effort for 2008-2009 is as follows:

Total District premiums for health care 2008-2009 193,875
Less: Life insurance -
Dental insurance -
Long term disability -
2008-2009 Maintenance of Effort 193,875

K. DEFINED BENEFIT PENSION PLAN

Plan Description. RIVERCREST INDEPENDENT SCHOOL DISTRICT contributes to the Teacher Retirement
System of Texas (TRS), a cost-sharing multiple employer defined benefit pension plan. TRS administers retirement
and disability annuities, and death and survivor benefits to employees and beneficiaries of employees of the public
school systems of Texas. It operates primarily under the provisions of the Texas Constitution, Article XVI, Sec. 67,
and Texas Government Code, Title 8, Subtitle C. TRS also administers proportional retirement benefits and service
credit transfer under Texas Government Code, Title 8, Chapters 803 and 805, respectively. TRS issues a publicly
available financial report that includes financial statements and required supplementary information for the defined
benefit pension plan. That report may be obtained by writing to the TRS Communications Department, 1000 Red
River Street, Austin, Texas 8701, by calling the TRS Communications Department at 1-800-223-8778, or by
downloading the report from the TRS Internet website, www.trs.state.tx.us, under the TRS Publications heading.

Funding Policy. State law provides for fiscal years 2007, 2008, and 2009, a state contribution rate of 6.0% and a
member contribution rate of 6.4%. In certain instances the reporting district (1.S.D., college, university, or state
agency) is required to make all or a portion of the state's 6.0% contribution. Contribution requirements are not
actuarially determined but are legally established each biennium pursuant to the following state funding policy: (1)
The state constitution requires the legislature to establish a member contribution rate of not less than 6.0% of the
member's annual compensation and a state contribution rate of not less than 6.0% and not more than 10.0% of the
aggregate annual compensation of all members of the system during that fiscal year; (2) A state statute prohibits
benefit improvements or contribution reductions if, as a result of a the particular action, the time required to
amortize TRS's unfunded actuarial liabilities would be increased to a period that exceeds 31 years, or, if the
amortization period already exceeds 31 years, the period would be increased by such action. State contributions to
TRS made on behalf of RIVERCREST INDEPENDENT SCHOOL DISTRICT's employees for the years ended
August 31, 2007, 2008, and 2009 were $167,473, $220,758, and $226,167 respectively. RIVERCREST
INDEPENDENT SCHOOL DISTRICT paid additional state contributions for the years ended August 31, 2007,
2008, and 2009 in the amount of $21,963, $29,535, and $29,969 respectively, on the portion of the employees'
salaries that exceeded the statutory minimum. In addition to the pension plan and TRS-Care on behalf, the District
allocated a portion of the Medicare Part D retiree drug subsidy the TRS-Care receives. The amount allocated on
behalf for the year ended August 31, 2009 is estimated by TRS at $7,701.
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L. DEFERRED REVENUE

Deferred revenue at year end consisted of the following:

Nonmajor Debt
General  Governmental Service
Fund Funds Fund Total
Net Tax Revenue 202,677 - 51,732 254,409
Athletic Receipts 2,445 - - 2,445
Food Service Receipts - 8,978 - 8,978
TOTAL 205,122 8,978 51,732 265,832
T

M. DUE FROM OTHER GOVERNMENTS

The District participates in a variety of federal and state programs from which it receives grants to partially or fully
finance certain activities. In addition, the District receives entitlements from the State through the School
Foundation and Per Capita Programs. Amounts due from federal and state governments as of August 31, 2009 are
summarized below. All federal grants shown below are passed through the TEA and are reported on the combined

financial statements as Due from State Agencies.

STATE FEDERAL
FUND ENTITLEMENTS GRANTS TOTAL
General 126,850 - 126,850
Special Revenue - - -
Debt Service . - -
Total 126,850 - 126,850

N. REVENUE FROM LOCAL AND INTERMEDIATE SOURCES

During the current year, revenues from local and intermediate sources consisted of the following:

General Special Revenue Debt Service
Fund Fund Fund Total

Property Taxes 1,712,666 - 337,094 2,049,760
Penalties, Interest and

Other Tax-related Income 40,075 - - 40,075

Investment Income 71,800 - 3,931 75,731

Food Sales - 135,707 - 135,707

Co-Curricular Student Activities 28,005 - - 28,005

Other 53,555 - - 53,555

Total 1,906,101 135,707 341,025 2,382,833
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0. RISK MANAGEMENT

The District is exposed to various risks of loss related to torts theft of, damage to and destruction of assets; errors
and omissions; injuries to employees; and natural disasters. During fiscal year 2009, the district purchased
commercial insurance to cover general liabilities. There were no significant reductions in coverage in the past fiscal
year, and there were no settlements exceeding insurance coverage for each of the past three fiscal years.

P. COMMITMENTS AND CONTINGENCIES

The District has no significant commitments and contingencies.

Q. LITIGATION

The District has no litigation matters at August 31, 2009.
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APPENDIX C

FORM OF BOND COUNSEL’S OPINION



111 Congress Avenue, Suite 1700

A N D R E W S Austin, Texas 78701

512.320.9200 Phone

ATTORNEYS K U RT H LLp 512.320.9292 Fax

andrewskurth.com

June 30, 2010

WE HAVE ACTED as Bond Counsel for the Rivercrest Independent School District (the
“District”) in connection with an issue of bonds (the “Bonds™) described as follows:

RIVERCREST INDEPENDENT SCHOOL DISTRICT UNLIMITED TAX
REFUNDING BONDS, SERIES 2010, dated June 1, 2010, in the aggregate
principal amount of $2,734,837 maturing on August 15, 2010, February 15, 2011,
and on February 15 in each year from 2016 through 2021, inclusive, 2023, 2025,
2027, 2029 and 2032. The Bonds are issuable in fully registered form only, in
denominations of $5,000 or integral multiples thereof, bear interest, are subject to
redemption prior to maturity and may be transferred and exchanged as set out in
the Bonds and in the order (the “Order”) adopted by the Board of Trustees of the
District (the “Board”) authorizing their issuance. (The Bonds include both Current
Interest Bonds and Premium Capital Appreciation Bonds, as defined in the
Order.)

WE HAVE ACTED as Bond Counsel for the sole purpose of rendering an opinion with
respect to the legality and validity of the Bonds under the Constitution and laws of the State of
Texas and with respect to the exclusion of interest on the Bonds from gross income under federal
income tax law. In such capacity we have examined the Constitution and laws of the State of
Texas; federal income tax law; and a transcript of certain certified proceedings pertaining to the
issuance of the Bonds and the obligations that are being refunded (the “Refunded Bonds”) with
the proceeds of the Bonds, as described in the Order. The transcript contains certified copies of
certain proceedings of the District and The Bank of New York Mellon Trust Company, N.A.
(the “Escrow Agent”); the report (the “Report” ) of Grant Thornton LLP, certified public
accountants, which verifies the sufficiency of the deposits made with the Escrow Agent for the
defeasance of the Refunded Bonds and the mathematical accuracy of certain computations of the
yield on the Bonds and the obligations acquired with the proceeds of the Bonds; certain
certifications and representations and other material facts within the knowledge and control of
the District, upon which we rely; and certain other customary documents and instruments
authorizing and relating to the issuance of the Bonds and the firm banking and financial
arrangements for the discharge and final payment of the Refunded Bonds. We have also
examined executed Current Interest Bond No. R-1 and Premium Capital Appreciation Bond No.
CR-1.

WE HAVE NOT BEEN REQUESTED to examine, and have not investigated or verified,
any original proceedings, records, data or other material, but have relied upon the transcript of
certified proceedings. We have not assumed any responsibility with respect to the financial
condition or capabilities of the District or the disclosure thereof in connection with the sale of the
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Bonds. Our role in connection with the District’s Official Statement prepared for use in
connection with the sale of the Bonds has been limited as described therein.

BASED ON SUCH EXAMINATION, it is our opinion as follows:

(1)

@)

(3)

The transcript of certified proceedings evidences complete legal authority for the
issuance of the Bonds in full compliance with the Constitution and laws of the
State of Texas presently in effect; the Bonds constitute valid and legally binding
obligations of the District enforceable in accordance with the terms and
conditions thereof, except to the extent that the rights and remedies of the owners
of the Bonds may be limited by laws heretofore or hereafter enacted relating to
bankruptcy, insolvency, reorganization, moratorium or other similar laws
affecting the rights of creditors of political subdivisions and the exercise of
judicial discretion in appropriate cases; and the Bonds have been authorized and
delivered in accordance with law;

The Bonds are payable, both as to principal and interest, from the receipts of an
annual ad valorem tax levied, without legal limit as to rate or amount, upon
taxable property located within the District, which taxes have been pledged
irrevocably to pay the principal of and interest on the Bonds; and

The escrow agreement between the District and the Escrow Agent (the “Escrow
Agreement”) has been duly executed and delivered and constitutes a binding and
enforceable agreement in accordance with its terms; the establishment of the
Escrow Fund pursuant to the Escrow Agreement and the deposit made therein
constitute the making of firm banking and financial arrangements for the
discharge and final payment of the Refunded Bonds; in reliance upon the
accuracy of the calculations contained in the Report, the Refunded Bonds, having
been discharged and paid, are no longer outstanding and the lien on and pledge of
ad valorem taxes and other revenues as set forth in the order authorizing their
issuance will be appropriately and legally defeased; the holders of the Refunded
Bonds may obtain payment of the principal of, redemption premium, if any, and
interest in the Refunded Bonds only out of the funds provided therefor now held
in escrow for that purpose by the Escrow Agent pursuant to the terms of the
Escrow Agreement; and therefore the Refunded Bonds are deemed to be fully
paid and no longer outstanding, except for the purpose of being paid from the
funds provided therefor in such Escrow Agreement.

ALSO BASED ON OUR EXAMINATION AS DESCRIBED ABOVE, it is our further
opinion that, subject to the restrictions hereinafter described, interest on the Bonds is excludable
from gross income of the owners thereof for federal income tax purposes under existing law and
IS not subject to the alternative minimum tax on individuals or, except as hereinafter described,

corporations.

The opinion set forth in the first sentence of this paragraph is subject to the

condition that the District comply with all requirements of the Internal Revenue Code of 1986, as
amended (the “Code”), that must be satisfied subsequent to the issuance of the Bonds in order
that interest thereon be, or continue to be, excluded from gross income for federal income tax
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purposes. The District has covenanted in the Order to comply with each such requirement.
Failure to comply with certain of such requirements may cause the inclusion of interest on the
Bonds in gross income for federal income tax purposes to be retroactive to the date of issuance
of the Bonds. The Code and the existing regulations, rulings and court decisions thereunder,
upon which the foregoing opinions of Bond Counsel are based, are subject to change, which
could prospectively or retroactively result in the inclusion of the interest on the Bonds in gross
income of the owners thereof for federal income tax purposes. We have further relied on the
Certificate regarding the sufficiency of the deposit made with the paying agent for the Refunded
Bonds, without investment, for the defeasance of the Refunded Bonds. If such representations
are determined to be inaccurate or incomplete or the District fails to comply with the foregoing
provisions of the Order, interest on the Bonds could become includable in gross income from the
date of original delivery, regardless of the date on which the event causing such inclusions
occurs

INTEREST ON all tax-exempt obligations, including the Bonds, owned by a corporation
(other than an S corporation, a regulated investment company, a real estate investment trust
(REIT), a real estate mortgage investment conduit (REMIC) or a financial asset securitization
investment trust (FASIT)) will be included in such corporation’s adjusted current earnings for
purposes of calculating such corporation’s alternative minimum taxable income. A corporation’s
alternative minimum taxable income is the basis on which the alternative minimum tax imposed
by the Code is computed. Purchasers of Bonds are directed to the discussion entitled “TAX
EXEMPTION?” set forth in the Official Statement.

EXCEPT AS DESCRIBED ABOVE, we express no opinion as to any federal, state or
local tax consequences under present law, or future legislation, resulting from the ownership of,
receipt or accrual of interest on, or the acquisition or disposition of, the Bonds. Prospective
purchasers of the Bonds should be aware that the ownership of tax-exempt obligations, such as
the Bonds, may result in collateral federal income tax consequences to, among others, financial
institutions, life insurance companies, property and casualty insurance companies, certain foreign
corporations doing business in the United States, certain S corporations with Subchapter C
earnings and profits, individual recipients of Social Security or Railroad Retirement benefits,
taxpayers who are deemed to have incurred or continued indebtedness to purchase or carry tax-
exempt obligations, taxpayers owning an interest in a FASIT that holds tax-exempt obligations
and individuals otherwise qualified for the earned income tax credit. For the foregoing reasons,
prospective purchasers should consult their tax advisors as to the consequences of investing in
the Bonds.

OUR OPINIONS ARE BASED ON EXISTING LAW, which is subject to change. Such
opinions are further based on our knowledge of facts as of the date hereof. We assume no duty
to update or supplement our opinions to reflect any facts or circumstances that may thereafter
come to our attention or to reflect any changes in any law that may thereafter occur or become
effective. Moreover, our opinions are not a guarantee of result and are not binding on the
Internal Revenue Service; rather, such opinions represent our legal judgment based upon our
review of existing law that we deem relevant to such opinions and in reliance upon the
representations and covenants referenced above.
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