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Federal Summary

Walla Walla School District No. 140
Walla Walla County
September 1, 2009 through August 31, 2010

The results of our audit of Walla Walla School District No. 140 are summarized below in
accordance with U.S. Office of Management and Budget Circular A-133.

FINANCIAL STATEMENTS

An unqualified opinion was issued on the financial statements.

Internal Control Over Financial Reporting:

e Significant Deficiencies: We reported no deficiencies in the design or operation of
internal control over financial reporting that we consider to be significant deficiencies.

e Material Weaknesses: We identified no deficiencies that we consider to be material
weaknesses.

We noted no instances of noncompliance that were material to the financial statements of the
District.

FEDERAL AWARDS
Internal Control Over Major Programs:
e Significant Deficiencies: We reported no deficiencies in the design or operation of
internal control over major federal programs that we consider to be significant

deficiencies.

e Material Weaknesses: We identified no deficiencies that we consider to be material
weaknesses.

We issued an unqualified opinion on the District's compliance with requirements applicable to
each of its major federal programs.

We reported one finding that is required to be disclosed under section 510(a) of OMB
Circular A-133.

Washington State Auditor's Office
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Identification of Major Programs:

The following were major programs during the period under audit:

CFDA No. Program Title

84.010 Title | Part A

84.027 Special Education Cluster - Grants to States (IDEA, Part B)

84.173 Special Education Cluster - Preschool Grants (IDEA Preschool)"

84.389 ARRA - Title | Cluster, Part A (Recovery Act)

84.391 ARRA - Special Education Cluster, IDEA Part B (Recovery Act)

84.392 ARRA - Special Education Cluster, Preschool Grants (Recovery Act)

84.394 ARRA - State Fiscal Stabilization Fund - Education State Grants
(Recovery Act)

93.600 Head Start

93.708 ARRA - Head Start (Recovery Act)

The dollar threshold used to distinguish between Type A and Type B programs, as prescribed
by OMB Circular A-133, was $337,607.

The District qualified as a low-risk auditee under OMB Circular A-133.

Washington State Auditor's Office
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Schedule of Federal Audit Findings and
Questioned Costs

Walla Walla School District No. 140
Walla Walla County
September 1, 2009 through August 31, 2010

Walla Walla School District did not comply with time and effort
recordkeeping requirements to support payroll costs it charged to the
Title | federal grant program.

CFDA Number and Title: 84.010 Title | Part A, Grants to Local Educational

Agencies
84.389 ARRA Title | Part A
Federal Award Number: NA
Questioned Cost Amount:  $0
Pass-through Entity: Office of Superintendent of Public Instruction
Background

We reviewed Walla Walla School District's internal controls and compliance with
regulations over its Title | grant programs. The objective of the program is to improve
the teaching and learning of children who are at risk of not meeting state academic
standards and who reside in areas with high concentrations of children from low-income
families. During fiscal year 2010, the District spent $2,100,466 in Title | grant funding,
including $1,830,665 on employees’ salaries and benefits.

Description of Condition

We reviewed payroll transactions to determine whether salaries and benefits the District
charged to the grant were supported by adequate time and effort documentation as
required by federal regulations. For employees who work for multiple programs, time
and effort documentation should be provided in the form of a monthly personnel activity
report, such as a timesheet. Employees who work on a single program can submit a
semi-annual certification.

We examined the time and effort documentation for 12 employees whose salary and
benefits the District charged to the Title | program. We found the District had no time
and effort documentation for six employees.

Cause of Condition

The District indicated that after a change in accounting systems and payroll processes,
staff responsible for time and effort documentation did not realize the records
requirements were not being met and had not obtained the necessary certifications for
employees whose time is charged the Title | program.

Washington State Auditor's Office
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Effect of Condition and Questioned Costs

Without adequate time and effort documentation, federal grantors cannot be assured the
salaries and benefits Districts charge to their programs are accurate and valid.
Noncompliance with grant requirements can jeopardize future federal funding and
require the District to return federal funds to the grantor. Because the District obtained
the required certifications from staff during the audit, we are not questioning these costs.

Recommendation

We recommend the District review its internal controls for maintaining time and effort
documentation to ensure it can comply with federal regulations.

District’s Response

In the past Walla Walla School District had controls in place to comply with Time and
Effort reporting. The only reason the process broke down in 2009-2010 was due to the
conversion to the WESPaC system for payroll and fiscal processing wherein we no
longer needed monthly timesheets. The timesheets that employees signed included a
statement verifying federal program activities for the month. When the timesheet went
away, so did the required certification. We have now adjusted our process to ensure
compliance with Time and Effort reporting.

We are very careful with expenditures in federal programs, and even though the Time
and Effort reporting was not perfect, the expenditures were in compliance with the
parameters of the Title | program. The only omission was that we failed to ask some of
our employees to sign a certification stating that they were performing their job duties in
concert with the budgets from which they were paid.

Auditor’s Remarks

We thank the District for their response and attention to this issue. We look forward to
reviewing the District’s Time and Effort procedures in our next audit.

Applicable laws and Regulations

U.S. Office of Management and Budget Circular A-133, Audits of States, Local
Governments, and Non-Profit Organizations, Section 300, states in part:

The auditee shall: (b) Maintain internal control over Federal programs that
provides reasonable assurance that the auditee is managing Federal
awards in compliance with laws, regulations, and provisions of contracts
or grant agreements that could have a material effect on each of its
Federal programs. (c) Comply with laws, regulations, and the provisions
of contracts or grant agreements related to each of its Federal programs.

U.S. Office of Management and Budget Circular A-87, Cost Principles for State, Local
and Indian Tribal Governments (2 CFR Part 225), Appendix B, Section 8(h), states:

(1) Charges to Federal awards for salaries and wages, whether treated
as direct or indirect costs, will be based on payrolls documented in

Washington State Auditor's Office
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accordance with generally accepted practice of the governmental unit
and approved by a responsible official(s) of the governmental unit.

(2) No further documentation is required for the salaries and wages of
employees who work in a single indirect cost activity.

(3) Where employees are expected to work solely on a single Federal
award or cost objective, charges for their salaries and wages will be
supported by periodic certifications that the employees worked solely on
that program for the period covered by the certification. These
certifications will be prepared at least semi annually and will be signed by
the employee or supervisory official having firsthand knowledge of the
work performed by the employee.

(4) Where employees work on multiple activities or cost objectives, a
distribution of their salaries or wages will be supported by personnel
activity reports or equivalent documentation which meets the standards in
subsection (5)... unless a statistical sampling system (see subsection (6))
or other substitute system has been approved by the cognizant Federal
agency. Such documentary support will be required where employees
work on:

a) More than one Federal award,

b) A Federal award and a non Federal award,

¢) An indirect cost activity and a direct cost activity,

d) Two or more indirect activities which are allocated using
different allocation bases, or

(e) An unallowable activity and a direct or indirect cost activity.

(
(
(
(

(5) Personnel activity reports or equivalent documentation must meet the
following standards:
(a) They must reflect an after the fact distribution of the actual
activity of each employee,

(b) They must account for the total activity for which each
employee is compensated,

(c) They must be prepared at least monthly and must coincide
with one or more pay periods, and

(d) They must be signed by the employee.

(e) Budget estimates or other distribution percentages determined
before the services are performed do not qualify as support for
charges to Federal awards but may be used for interim accounting
purposes, provided that:

(i) The governmental unit's system for establishing the
estimates produces reasonable approximations of the
activity actually performed;

(i) At least quarterly, comparisons of actual costs to
budgeted distributions based on the monthly activity

Washington State Auditor's Office
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reports are made. Costs charged to Federal awards to
reflect adjustments made as a result of the activity actually
performed may be recorded annually if the quarterly
comparisons show the differences between budgeted and
actual costs are less than ten percent;

and

(iii) The budget estimates or other distribution percentages
are revised at least quarterly, if necessary, to reflect
changed circumstances.

Washington State Auditor's Office
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Independent Auditor’s Report on Internal
Control over Financial Reporting and on
Compliance and Other Matters in Accordance
with Government Auditing Standards

Walla Walla School District No. 140
Walla Walla County
September 1, 2009 through August 31, 2010

Board of Directors
Walla Walla School District No. 140
Walla Walla, Washington

We have audited the financial statements of Walla Walla School District No. 140, Walla Walla
County, Washington, as of and for the year ended August 31, 2010, and have issued our report
thereon dated April 29, 2011.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to the financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States.

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
opinion 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 a combination of deficiencies, in internal control such that there is a reasonable
possibility that a material misstatement of the District's financial statements will not be
prevented, or detected and corrected on a timely basis.

Our consideration of internal control over financial reporting was for the limited purpose
described in the first paragraph of this section and would not necessarily identify all deficiencies
in internal control 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.

Washington State Auditor's Office
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COMPLIANCE AND OTHER MATTERS

As part of obtaining reasonable assurance about whether the District’s financial statements are
free of material misstatement, we performed tests of the District's compliance with certain
provisions of laws, 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 tests 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 management, the Board of Directors,
federal awarding agencies and pass-through entities. However, this report is a matter of public
record and its distribution is not limited. It also serves to disseminate information to the public
as a reporting tool to help citizens assess government operations.

BRIAN SONNTAG, CGFM

STATE AUDITOR

April 29, 2011

Washington State Auditor's Office
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Independent Auditor’s 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

Walla Walla School District No. 140
Walla Walla County
September 1, 2009 through August 31, 2010

Board of Directors
Walla Walla School District No. 140
Walla Walla, Washington

COMPLIANCE

We have audited the compliance of Walla Walla School District No. 140, Walla Walla County,
Washington, with the types of compliance requirements described in the U.S. Office of
Management and Budget (OMB) Circular A-133 Compliance Supplement that could have a
direct and material effect on each of its major federal programs for the year ended August 31,
2010. The District’s major federal programs are identified in the Federal Summary. Compliance
with the requirements of laws, regulations, contracts and grants 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 the financial audits
contained in Government Auditing Standards, issued by the Comptroller General of the United
States; and OMB Circular A-133, Audits 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 District’s
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 August 31, 2010. However, the results of our auditing procedures
disclosed an instance of noncompliance with those requirements, which is required to be
reported in accordance with OMB Circular A-133 and which is described in the accompanying
Schedule of Federal Audit Findings and Questioned Costs as Finding 1.

Washington State Auditor's Office
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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 the requirements that could have a direct and material effect on a
major federal program in order to determine our 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
over compliance 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 requirement of a federal program will not be prevented, or detected and
corrected, on a timely basis.

Our consideration of internal control over compliance was for the limited purpose described in
the first paragraph of this section and would not necessarily identify all deficiencies in internal
control 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.

The District's response to the finding identified in our audit is described in the accompanying
Schedule of Federal Audit Findings and Questioned Costs. We did not audit the District's
response and, accordingly, we express no opinion on it.

This report is intended for the information of management, the Board of Directors, federal
awarding agencies and pass-through entities. However, this report is a matter of public record
and its distribution is not limited. It also serves to disseminate information to the public as a
reporting tool to help citizens assess government operations.

BRIAN SONNTAG, CGFM

STATE AUDITOR

April 29, 2011

Washington State Auditor's Office
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Independent Auditor’s Report on Financial
Statements

Walla Walla School District No. 140
Walla Walla County
September 1, 2009 through August 31, 2010

Board of Directors
Walla Walla School District No. 140
Walla Walla, Washington

We have audited the accompanying financial statements of Walla Walla School District No. 140,
Walla Walla County, Washington, as of and for the year ended August 31, 2010, as listed on
page 13. These financial statements are the responsibility of the District’'s management. Our
responsibility is to express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America and the standards 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 opinion.

As described in Note 1 to the financial statements, the District prepares its financial statements
using accounting practices prescribed by Washington State statutes and the Accounting Manual
for Public Schools in the State of Washington, which demonstrates compliance with the
regulatory basis of accounting which differs from accounting principles generally accepted in the
United States of America. The differences between the regulatory basis of accounting and the
accounting principles generally accepted in the United States of America are also described in
Note 1.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of Walla Walla School District No. 140, as of August 31, 2010, and the
changes in financial position thereof for the year then ended on the basis of accounting
described in Note 1.

In accordance with Government Auditing Standards, we have also issued our report on our
consideration of the District’s internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts and grant agreements and
other matters. The purpose of that report is to describe the scope of our testing of internal
control over financial reporting and compliance and the results of that testing, and not to provide
an opinion on the internal control over financial reporting or on compliance. That report is an
integral part of an audit performed in accordance with Government Auditing Standards and
should be considered in assessing the results of our audit.

Washington State Auditor's Office
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Our audit was performed for the purpose of forming an opinion on the financial statements taken
as a whole. The accompanying Schedule of Expenditures of Federal Awards is presented for
purposes of additional analysis as required by U.S. Office of Management and Budget Circular
A-133, Audits of States, Local Governments, and Non-Profit Organizations. The accompanying
Schedule of Long-Term Debt is also presented for purposes of additional analysis as required
by the prescribed accounting manual. These schedules are not a required part of the financial
statements. Such information has been subjected to the auditing procedures applied in the
audit of the financial statements and, in our opinion, is fairly stated, in all material respects, in
relation to the financial statements taken as a whole.

This report is intended for the information and use of the governing body and management of
the District. However, this report is a matter of public record and its distribution is not limited. It
also serves to disseminate information to the public as a reporting tool to help citizens assess
government operations.

BRIAN SONNTAG, CGFM

STATE AUDITOR

April 29, 2011

Washington State Auditor's Office
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Financial Section

Walla Walla School District No. 140
Walla Walla County
September 1, 2009 through August 31, 2010

FINANCIAL STATEMENTS

Balance Sheet — Governmental Funds — 2010

Statement of Revenues, Expenditures and Changes in Fund Balance — Governmental
Funds — 2010

Statement of Fiduciary Net Assets — Fiduciary Funds — 2010

Statement of Changes in Fiduciary Net Assets — Fiduciary Funds — 2010

Notes to Financial Statements — 2010

SUPPLEMENTAL INFORMATION
Schedule of Long-Term Debt — 2010

Schedule of Expenditures of Federal Awards — 2010
Notes to the Schedule of Expenditures of Federal Awards — 2010
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Walla Walla School District
Notes to Financial Statements
September 1, 2009 through August 31, 2010

Note 1 Summary of Significant Accounting Policies

a. Reporting Entity
The Walla Walla School District is a municipal corporation organized pursuant to Title 28A Revised Code of
Washington (RCW) for the purpose of providing public school services to students in grades K—12. Oversight
responsibility for the district’s operations is vested with the independently elected board of directors.
Management of the district is appointed by and is accountable to the board of directors. Fiscal
responsibility, including budget authority and the power to set fees, levy property taxes, and issue debt
consistent with provisions of state statutes, also rests with the board of directors.

For financial reporting purposes, the Walla Walla School District includes all funds and organizations that are
controlled by or dependent on the district’s board of directors. Control by or dependence on the district was
determined on the basis of budget adoption, taxing authority, outstanding debt secured by the general
credit of the district, obligation of the district to finance any deficits that may occur, or receipt of significant
subsidies from the district.

b. Basis of Presentation—Fund Accounting
The Walla Walla School District presents governmental fund financial statements and related notes on the
modified accrual basis of accounting as prescribed by generally accepted accounting principles (GAAP) and
required by its regulatory agencies, the Office of Superintendent of Public Instruction and the State Auditor’s
Office. However, the district elects to not present districtwide financial statements, and management’s
discussion and analysis, which are departures from GAAP. Long-term debt is reported on a required
supplementary schedule. The accounts of the district are organized on the basis of funds, each of which is
considered a separate accounting entity. The regulatory agencies require all funds be presented as major
funds. The operations of each fund are accounted for with a separate set of self-balancing accounts that
comprise its assets, liabilities, fund equity, revenues, and expenditures (or expenses), as appropriate. The
various funds in the report are grouped into governmental (and fiduciary) funds as follows:

GOVERNMENTAL FUNDS

General Fund

This fund is used to account for all expendable financial resources, except those required to be accounted
for in another fund. In keeping with the principle of as few funds as necessary, food services, maintenance,
data processing, printing, and transportation activities are included in the fund.

Capital Projects Funds

These funds account for financial resources to be used for the construction or acquisition of major capital
assets. The capital projects fund type consists of the Capital Projects Fund and the Transportation Vehicle
Fund.

Capital Projects Fund. This fund is used to account for resources set aside for the acquisition and
construction of capital assets.

Transportation Vehicle Fund. This fund is used to account for the purchase, major repair, rebuilding, and
debt service expenditures related to pupil transportation equipment.

Washington State Auditor's Office
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Debt Service Fund
This fund is used to account for the accumulation of resources for and the payment of matured general
long-term debt principal, interest, and related expenditures.

Special Revenue Funds

These funds account for the proceeds of specific revenue sources that are legally restricted for specific
purposes. The Associated Student Body Fund (ASB Fund) is the only fund of this type. This fund is accounted
for as a special revenue fund since the financial resources legally belong to the district.

Permanent Funds
These funds are used to report resources legally restricted such that only earnings, and not principal, may be
used to support the district’s programs.

FIDUCIARY FUNDS
Fiduciary funds that include pension (and other employee benefit) trust funds, private-purpose trust funds,
and agency funds, are used to account for assets held by the district in a trustee and agency capacity.

Private-Purpose Trust Fund. This fund is used to account for resources legally held in trust where principal
and income benefit individuals, private organizations, or other governments.

Pension (and Other Employee Benefit) Trust Fund. This fund is used to account for resources to be held for
the members and beneficiaries of a pension plan or other employee benefit plans.

Agency Funds. These funds are used to account for assets that the district holds for others agencies in a
custodial capacity.

Basis of Accounting

The district’s accounting policies, as reflected in the accompanying financial statements, conform to the
Accounting Manual for Public School Districts in the State of Washington, issued jointly by the State Auditor
and the Superintendent of Public Instruction by the authority of RCW 43.09.200, RCW 28A.505.140, RCW
28A 505.010(1), and RCW 28A.505.020. This manual allows for a practice that differs from generally
accepted accounting principles in the following manner:

(1) Districtwide statements are not presented.
(2) The financial statements do not report capital assets.

(3) Debtis not reported on the face of the financial statements. It is reported on the notes to the
financial statements and on the Schedule of Long-Term Debt. The Schedule of Long-Term Debt is
required supplemental information.

(4) The original budget is not presented. This information is available through the Office of
Superintendent of Public Instruction.

(5) The Management Discussion and Analysis is not required.

The modified accrual basis of accounting is used for all governmental funds. Revenues are recognized as
soon as they are both measurable and available. “Measurable” means the amount of the transaction can be
determined and the district considers all revenues available if they are collected within 60 days after year
end to pay liabilities of the current period. Property taxes receivable are measurable but not available and
therefore are not accrued as revenue. However, categorical program claims and inter-district billings are
measurable and available and therefore are accrued.
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Expenditures are recognized under the modified basis of accounting when the related fund liability is
incurred, except for unmatured principal and interest on long-term debt which are recorded when due. The
fund liability is incurred when the goods or services have been received. For federal grants, the recognition
of expenditures is dependent on the obligation date, (obligations means purchased order issued, contracts
awarded, or goods and services received).

All governmental funds’ reporting focuses primarily on the sources, uses, and balances of current financial
resources and often has a budgetary orientation. This means that only current assets and current liabilities
are included on their balance sheets.

Budgetary Data

General Budgetary Policies

Chapter 28A.505 RCW and Chapter 392-123 Washington Administrative Code (WAC) mandate school district
budget policies and procedures. The board adopts the budget after a public hearing. An appropriation is a
prerequisite to expenditure. Appropriations lapse at the end of the fiscal period.

Budgetary Basis of Accounting

For budget and accounting purposes, revenues and expenditures are accounted for on the modified accrual
basis as prescribed in law for all governmental funds. Fund balance is budgeted as available resources and,
under statute, may not be negative, unless the district enters into binding conditions with state oversight
pursuant to RCW 28A.505.110.

Assets, Liabilities, and Fund Equity

In accordance with state investment laws, the district has entered into a formal interlocal agreement with
the district’s ex officio treasurer, Walla Walla County, to have all of its funds not required for immediate
expenditure to be invested in the Walla Walla County Investment Pool (Pool). The County, in turn, may
utilize the State’s Local Government Investment Pool.

As of August 31, 2010, the district had the following investments:

Investment Type Carrying Amount Market Value
State Treasurer’s Investment Pool $1,400,000 $1,400,000
County Treasurer’s Investment Pool $11,444,026 $11,444,026
Total Investments $12,844,026 $12,844,026

All imprest accounts are carried at Baker Boyer Bank and Bank of America.

Inventory

Inventory is valued at cost using the first-in, first-out (FIFO) method. The consumption method of inventory
is used, which charges inventory as an expenditure when it is consumed. Management may reserve a
portion of fund balance in any amount as a budgetary technique to ensure the availability of resources at
the appropriate time. (Such reserves for inventory indicate that a portion of net current assets is set aside to
replace or increase the inventory.) USDA commodity inventory consists of food donated by the United
States Department of Agriculture. It is valued at the prices paid by the USDA for the commaodities.
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f. Revenue and Expenditure Recognition

Debt Service
Principal and interest on general long-term debt is recognized only when due.

Property Taxes
Property tax revenues are collected as the result of special levies passed by the voters in the district. Taxes

are levied on January 1. The taxpayer has the option of paying all taxes on April 30 or one-half then and one-
half on October 31. Typically, slightly more than half of the collections are made on the April 30 date. The
October 31 collection is not available in time to cover liabilities for the fiscal period ended August 31.
Therefore, the fall portion of property taxes is not accrued as revenue. Instead, the taxes due on October 31
are recorded as deferred revenue.

Compensated Absences
Employees earn sick leave at a rate of 12 days per year up to a maximum of one contract year.

Under the provisions of RCW 28A.400.210, sick leave accumulated by district employees is reimbursed at
death or retirement at the rate of one day for each four days of accrued leave, limited to 180 accrued days.
This chapter also provides for an annual buy out of an amount up to the maximum annual accumulation of
12 days. For buyout purposes employees may accumulate such leave to a maximum of 192 days, including
the annual accumulation, as of December 31 of each year.

These expenditures are recorded when paid, except termination sick leave that is accrued upon death,
retirement, or upon termination provided the employee is at least 55 years of age and has sufficient years of
service. Vested sick leave was computed using the vesting method.

Vacation pay, including benefits, that is expected to be liquidated with expendable available financial
resources is reported as expenditures and a fund liability of the governmental fund that will pay it.

No unrecorded liability exists for other employee benefits.

g. Fund Balance — May contain designation or reserves.
Reservation is a legal restriction on spending of the fund balance of a district based upon statute, WAC or
other legal requirements beyond the discretion of the board of directors of the district. Examples include
anticipated carryover or recovery of revenues previously received and restricted as to usage.
Unreserved, Designated is used to set aside financial resources for specific purposes. These accounts reflect
tentative management plans for future financial resource use such as the replacement of equipment or the
assignment of resources for contingencies.

Note 2 Capital Assets

The district’s capital assets are insured in the amount of $150,000,000 for fiscal 2010. In the opinion of the
district’s insurance consultant, this amount is sufficient to adequately fund replacement of the district’s assets.
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Note 3 Pensions

a. General Information
Substantially all Walla Walla School District full-time and qualifying part-time employees participate in one
of the following three contributory, multi-employer, cost-sharing statewide retirement systems managed by
the Washington State Department of Retirement Systems (DRS): Teachers’ Retirement System (TRS), Public
Employees’ Retirement System (PERS) and School Employees’ Retirement System (SERS). Participation in
the programs was as follows:

Membership by retirement system program as of June 30, 2009:

Program Active Members Inactive Vested Members Retired Members
TRS 67,388 8,660 39,927
PERS 159,235 28,074 74,857
SERS 52,474 9,193 4,629

Certificated public employees are members of TRS. Noncertificated public employees are members of PERS
(if Plan 1) or SERS.

Plan 1 under the TRS and PERS programs are defined benefit pension plans whose members joined the
system on or before September 30, 1977. Plan 1 members are eligible to retire with full benefits after five
years of credited service and attainment of age 60, after 25 years of credited service and attainment of age
55, or after 30 years of credited service.

Plan 2 under the TRS or SERS programs are defined benefit pension plans whose members joined on or after
October 1, 1977, but before June 30, 1996 or August 31, 2000, for TRS or SERS programs, respectively.
Members of TRS and SERS are eligible to retire with full benefits after five years of credited service and
attainment of age 65 or after 20 years of credited service and attainment of age 55 with the benefit
actuarially reduced from age 65.

Plan 3 under the TRS and SERS programs are defined benefit, defined contribution pension plans whose
members joined on or after July 1, 1996, or September 1, 2000, for TRS and SERS, respectively. Members
are eligible to retire with full benefits after five years of credited service and attainment of age 60 or after
ten years of credited service and attainment of age 55 with the benefit actuarially reduced from age 65.

Average final compensation (AFC) of Plan 1 TRS and PERS members is the highest average salary during any
two consecutive years. For Plan 2 and Plan 3 TRS and SERS members, it is the highest average salary during
any five consecutive years.

The retirement allowance of Plan 1 TRS and PERS members is the AFC multiplied by 2 percent per year of
service capped at 60 percent with a cost-of-living adjustment. For Plan 2 TRS and SERS members, it is the
AFC multiplied by 2 percent per year of service with provision for a cost-of-living adjustment. For the defined
benefit portion of Plan 3 TRS and SERS it is the AFC multiplied by 1 percent per year of service with a cost-of-
living adjustment.

The employer contribution rates for PERS, TRS, and SERS (Plans 1, 2, and 3) and the TRS and SERS Plan 2
employee contribution rates are established by the Pension Funding Council based upon advice from the
Office of the State Actuary. The employee contribution rate for Plan 1 in PERS and TRS is set by statute at 6
percent and does not vary from year to year. The employer rate is the same for all plans in a system. The
methods used to determine the contribution requirements are established under chapters 41.40, 41.32, and
41.35 RCW for PERS, TRS and SERS respectively.

The district contribution represents its full liability under both systems, except that future rates may be
adjusted to meet the system needs.
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b. Contributions
Employee contribution rates as of July 1, 2010:
Plan 1 TRS 6.00%

Plan 2 TRS 3.36%
Plan 3 TRS and SERS5.00% (minimum),

Plan 1 PERS 6.00%
Plan 2 SERS 3.14%
15.00% (maximum)

For Plan 3 TRS and SERS, rates adjusted based upon age may be chosen. The optional rates range begins at
5 percent and increase to a maximum of 15 percent.

Employer contribution rates as of July 1, 2010:

Plan1TRS 6.14% Plan 1 PERS 5.31%
Plan2 TRS 6.14% Plan 2 SERS 5.44%
Plan3TRS 6.14% Plan 3 SERS 5.44%

Under current law the employer must contribute 100 percent of the employer-required contribution. Employer
required contributions in dollars (Participant information for all plans is as of August 31):

Plan FY 2009-2010 FY2008-2009 FY 2007-2008
Plan 1 TRS $129,738.94 $206,433 $154,939
Plan 2 TRS $287,665.21 $378,608 $235,103
Plan 3 TRS $1,146,763.00 $1,560,468 $1,004,726
Plan 1 PERS $15,108.12 $24,097 $25,551
Plan 2 SERS $197,857.15 $260,749 $179,201
Plan 3 SERS $271,826.21 $362,657 $288,894

Historical trend information showing TRS, PERS and SERS progress in accumulating sufficient assets to pay
benefits when due is presented in the state of Washington’s June 30, 2009, comprehensive annual financial

report. Refer to this report for detailed trend information. It is available from:

State of Washington

Office of Financial Management
300 Insurance Building

PO BOX 43113

Olympia, WA 98504-3113

Note 4 Construction and Other Significant Commitments

Construction in progress is composed of:

Project Expended as of

Project Budget 8/31/2010 Balance

Edison Elementary 18,055,343 18,034,044 21,299
Support Services New Facility 4,508,615 2,626,790 1,881,825
SE Washington Transportation Coop 5,047,562 4,999,801 47,761
Prospect Point Bus Lane 213,862 213,862 0
Tri-Tech Skills Center 100,000 100,000 0
WaHi Special Programs Portable 45,897 45,897 0
Garrison/Pioneer/Lincoln Security Cameras 66,208 66,208 0
Blue Ridge Radon Mitigation 500,000 17,561 482,439
Admin Building Parking Lot Stormwater 44,213 2113 42,100
Total 28,581,700 26,106,276 2,475,424
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Note 5 Deferred Compensation Plans

457 Plan — Deferred Compensation Plan
District employees have the option of participating in an IRC, Section 457, deferred compensation plan
administered by the state deferred compensation plan.

403(b) Plan — Tax Sheltered Annuity (TSA)

The district offers a tax deferred annuity plan for its employees. The plan permits participants to defer a portion
of their salary until future years under two types of deferrals: elective deferrals (employee contribution) and
non-elective contribution (employer matching).

The district complies with IRS regulations that require school districts to have a written plan to include
participating investment companies, types of investments, loans, transfers, and various requirements. The plan
is administered by a third party administrator. The plan assets are assets of the school district employees, not
the school district, and are therefore not reflected on these financial statements. For the year ended August 31,
2010, the school district made S0 in discretionary employer contributions to the plan.

Note 6 Risk Management

a. Workers’ Compensation

In fiscal year 1985, school districts 