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The District’s investments in Florida PRIME, which the SBA indicates is a Securities and Exchange 

Commission Rule 2a7-like external investment pool, are similar to money market funds in which shares 

are owned in the fund rather than the underlying investments.  These investments are reported at fair 
value, which is amortized cost.  

The District’s investments in Fund B are accounted for as a fluctuating net asset value pool, with a fair 

value factor of 1.84438408 at June 30, 2014.  Fund B is not subject to participant withdrawal requests.  

Distributions from Fund B, as determined by the SBA, are effected by transferring eligible cash or 

securities to Florida PRIME, consistent with the pro rata allocation of pool shareholders of record at 
the creation date of Fund B.  One hundred percent of such distributions from Fund B are available as 

liquid balance within Florida PRIME.   

Investments made locally consist of a money market mutual fund and commercial paper and are 

reported at fair value.  Types and amounts of investments held at fiscal year-end are described in a 

subsequent note. 

3. Restricted Assets 

Certain invested assets held by a trustee under a trust agreement, in the name of the District, in 

connection with a Qualified Zone Academy Bonds (QZAB) Program sinking fund are classified as 

restricted assets on the statement of net position because they are set aside for repayment of QZAB 

debt at maturity as required by applicable debt covenants. 

4. Inventories 

Inventories consist of expendable supplies held for consumption in the course of District operations.  

Inventories are stated at cost on a moving weighted-average basis, except that the United States 

Department of Agriculture donated foods are stated at their fair value as determined at the time of 

donation to the District's food service program by the Florida Department of Agriculture and 

Consumer Services, Bureau of Food Distribution.  The costs of inventories are recorded as 
expenditures when used rather than purchased.  

5. Capital Assets 

Expenditures for capital assets acquired or constructed for general District purposes are reported in the 

governmental fund that financed the acquisition or construction.  The capital assets so acquired are 

reported at cost in the government-wide statement of net position but are not reported in the 
governmental fund financial statements.  Capital assets are defined by the District as those costing more 

than $500.  Such assets are recorded at historical cost or estimated historical cost if purchased or 

constructed.  Donated assets are recorded at fair value at the date of donation.  The value of land 

acquired prior to December 30, 1973, is based on the Nassau County Property Appraiser’s appraised 

value at the time and, as a result, $711,698.26 of stated land values are based on these appraised values.  

On June 24, 2014 the Board entered into an agreement with TerraHaute, LLC and Rayonier East 
Nassau Timber Properties II, LLC for the transfer of 42 acres of land to the District for the purpose of 

building a school.  Actual transfer of the property did not take place until July 16, 2014. 
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Interest costs incurred during construction of capital assets are not consider material and are not 

capitalized as part of the cost of construction.   

Capital assets are depreciated using the straight-line method over the following estimated useful lives:  

Improvements Other than Buildings 15 years

Buildings and Fixed Equipment 50 years

Furniture, Fixtures, and Equipment 3 - 15 years

Motor Vehicles 5 - 10 years

Audio Visual Materials and Computer Software 5 years

 

Current year information relative to changes in capital assets is described in a subsequent note. 

6. Long-Term Liabilities 

Long-term obligations that will be financed from resources to be received in the future by 

governmental funds are reported as liabilities in the government-wide statement of net position.  In the 

governmental fund financial statements, bonds and other long-term obligations are not recognized as 

liabilities until due. 

Current year information relative to changes in long-term liabilities is described in a subsequent note. 

7. Net Position Flow Assumption 

The District occasionally funds outlays for a particular purpose from both restricted (e.g., restricted 

bond or grant proceeds) and unrestricted resources.  To calculate the amounts to report as  

restricted – net position and unrestricted – net position in the government-wide statements, a flow 

assumption must be made about the order in which the resources are considered to be applied.  

Consequently, it is the District’s policy to consider restricted - net position to have been depleted 
before unrestricted – net position is applied. 

8. Fund Balance Flow Assumptions 

The District may fund outlays for a particular purpose from both restricted and unrestricted resources 

(the total of committed, assigned, and unassigned fund balance).  To calculate the amounts to report as 

restricted, committed, assigned, and unassigned fund balance in the governmental fund financial 
statements a flow assumption must be made about the order in which the resources are considered to 

be applied.  It is the District’s policy to consider restricted fund balance to have been depleted before 

using any of the components of unrestricted fund balance.  Further, when components of unrestricted 

fund balance can be used for the same purpose, committed fund balance is depleted first, followed by 

assigned fund balance.  Unassigned fund balance is applied last. 

 



JUNE 2014 EXHIBIT D-1     

DISTRICT SCHOOL BOARD OF NASSAU COUNTY 
NOTES TO FINANCIAL STATEMENTS (CONTINUED) 

JUNE 30, 2014 

 DOE	PAGE	18	
PAGE	6	OF	21	

ESE	145	

9. Fund Balance Policies 

Fund balance of governmental funds is reported in various categories based on the nature of any 

limitations requiring the use of resources for specific purposes.  The District itself can establish 
limitations on the use of resources through either a commitment (committed fund balance) or an 

assignment (assigned fund balance).   

The committed fund balance classification includes amounts that can be used only for the specific 

purposes determined by a formal action of the District’s highest level of decision-making authority.   

The Board is the highest level of decision-making authority for the District that can, by adoption of a 
resolution prior to the end of the fiscal year, commit fund balance.  Once adopted, the limitation 

imposed by the resolution remains in place until a similar action is taken (the adoption of another 

resolution) to remove or revise the limitation.  The District reported no committed fund balance at 

June 30, 2014. 

Amounts in the assigned fund balance classification are intended to be used by the District for specific 
purposes but do not meet the criteria to be classified as committed.  The Board has, by approval of the 

annual financial report, authorized the assignment of fund balance.  The Board may also assign fund 

balance as it does when appropriating fund balance to cover a gap between estimated revenue and 

appropriations in the subsequent year’s appropriated budget.  Unlike commitments, assignments 

generally only exist temporarily.  In other words, an additional action does not normally have to be 

taken for the removal of an assignment.  Conversely, as discussed above, an additional action is 
essential to either remove or revise a commitment. 

G. Revenues and Expenditures/Expenses 

1. Program Revenues 

Amounts reported as program revenues include charges paid by the recipient of the goods or services 

offered by the program, and grants and contributions that are restricted to meeting the operational or 
capital requirements of a particular program.  All taxes, including those dedicated for specific purposes, 

and other internally dedicated resources are reported as general revenues rather than program revenues. 

Revenues that are not classified as program revenues are presented as general revenues.  The 

comparison of direct expenses with program revenues identifies the extent to which each governmental 

function is self-financing or draws from the general revenues of the District. 

2. State Revenue Sources  

Significant revenues from State sources for current operations include the Florida Education Finance 

Program administered by the Florida Department of Education (Department) under the provisions of 

Section 1011.62, Florida Statutes.  In accordance with this law, the District determines and reports the 

number of full-time equivalent (FTE) students and related data to the Department.  The Department 

performs certain edit checks on the reported number of FTE and related data, and calculates the 
allocation of funds to the District.  The District is permitted to amend its original reporting for a period 

of five months following the date of the original reporting.  Such amendments may impact funding 

allocations for subsequent years.  The Department may also adjust subsequent fiscal period allocations 
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based upon an audit of the District's compliance in determining and reporting FTE and related data.  

Normally, such adjustments are treated as reductions or additions of revenue in the year when the 

adjustments are made. 

The State provides financial assistance to administer certain educational programs.  State Board of 

Education rules require that revenue earmarked for certain programs be expended only for the program 

for which the money is provided, and require that the money not expended as of the close of the fiscal 

year be carried forward into the following year to be expended for the same educational programs.  The 

Department generally requires that these educational program revenues be accounted for in the General 
Fund.  A portion of the fund balance of the General Fund is restricted in the governmental fund 

financial statements for the balance of categorical and earmarked educational program resources. 

A schedule of revenue from State sources for the current year is presented in a subsequent note. 

3. District Property Taxes 

The Board is authorized by State law to levy property taxes for district school operations, capital 
improvements, and debt service. 

Property taxes consist of ad valorem taxes on real and personal property within the District.  Property 

values are determined by the Nassau County Property Appraiser, and property taxes are collected by the 

Nassau County Tax Collector. 

The Board adopted the 2013 tax levy on September 9, 2013.  Tax bills are mailed in October and taxes 

are payable between November 1 of the year assessed and March 31 of the following year at discounts 
of up to 4 percent for early payment. 

Taxes become a lien on the property on January 1, and are delinquent on April 1, of the year following 

the year of assessment.  State law provides for enforcement of collection of personal property taxes by 

seizure of the property to satisfy unpaid taxes, and for enforcement of collection of real property taxes 

by the sale of interest-bearing tax certificates to satisfy unpaid taxes.  The procedures result in the 
collection of essentially all taxes prior to June 30 of the year following the year of assessment. 

Property tax revenues are recognized in the government-wide financial statements when the Board 

adopts the tax levy.  Property tax revenues are recognized in the governmental fund financial statements 

when taxes are received by the District, except that revenue is accrued for taxes collected by the Nassau 

County Tax Collector at fiscal year-end but not yet remitted to the District. 

Millages and taxes levied for the current year are presented in a subsequent note. 

4. Educational Impact Fees 

Nassau County (County) imposes an educational impact fee based on an Ordinance No. 2005-56 

adopted by the County Commission in July 2005.  This ordinance was amended on January 19, 2014 to 

reduce impact fee rate to be collected.  The educational impact fee is collected for most new residential 

construction by the County and each municipality based on an interlocal agreement.  The fees shall be 
used solely for the purpose of providing capital improvements to the public educational system 
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necessitated by new residential development, and shall not be used for any expenditure that would be 

classified as a maintenance or repair expense.  The authorized capital improvement cost include, but are 

not limited to, school sites, building, relocatable classroom, building contents, nonbuilding 
improvements, and vehicles. 

5. Federal Revenue Sources 

The District receives Federal awards for the enhancement of various educational programs.  Federal 

awards are generally received based on applications submitted to, and approved by, various granting 

agencies.  For Federal awards in which a claim to these grant proceeds is based on incurring eligible 
expenditures, revenue is recognized to the extent that eligible expenditures have been incurred. 

6. Compensated Absences 

In the government-wide financial statements, compensated absences (e.g. paid absences for employee 

vacation and sick leave) are accrued as liabilities to the extent that it is probable that the benefits will 

result in termination payments.  A liability for these amounts is reported in the governmental fund 
financial statements only if it has matured, such as for occurrences of employee resignations and 

retirements. The liability for compensated absences includes salary-related benefits, where applicable.   

II. DETAILED NOTES ON ALL ACTIVITIES AND FUNDS 

A. Cash Deposits with Financial Institutions 

Custodial Credit Risk-Deposits. In the case of deposits, this is the risk that in the event of a bank failure, the 

District’s deposits may not be returned to it.  The District does not have a policy for custodial credit risk. 
All bank balances of the District are fully insured or collateralized as required by Chapter 280, Florida 

Statutes. 

Cash balances from all funds are combined and invested to extent available. Earnings are allocated monthly 

to each fund balance on average daily balances. 
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B. Investments 

As of June 30, 2014, the District has the following investments and maturities: 

Maturities Fair Value

SBA: 

  Florida PRIME (1) 40 Day Average 1,097,807.91$        

  Fund B 2.86 Year Average 132,393.62$           

  Debt Service Accounts 6 Months 30,013.20$             

Dreyfus Cash Management Institutional Shares

Money Market Mutual Fund (1) 40 Day Average 34,500,846.49$      

Commerial Paper (2) October 8, 2014 981,665.04$           

Total Investments, Reporting Entity 36,742,726.26$      

Notes:  (1)  Investments reported as a cash equivalent for f inancial statement reporting purposes.

            (2)  This investment is held by a paying agent in connection w ith the QZAB financing

                   agreement.  (See Note II.I.)

Investments

 
 

 Interest Rate Risk 

Interest rate risk is the risk that changes in interest rates will adversely affect the fair value of an 
investment.  The District does not have a formal investment policy that limits investment maturities as 
a means of managing its exposure to fair value losses from increasing interest rates.  

Florida PRIME had a weighted average days to maturity (WAM) of 40 days at June 30, 2014.  A 
portfolio’s WAM reflects the average maturity in days based on final maturity or reset date, in the case 
of floating rate instruments.  WAM measures the sensitivity of the portfolio to interest rate changes.  
Due to the nature of the securities in Fund B, the interest rate risk information required by GASB 
Statement No. 40 (i.e., specific identification, duration, weighted average maturity, segmented time 
distribution, or simulation model) is not available.  An estimate of the weighted average life (WAL) is 
available.  In the calculation of the WAL, the time at which an expected principal amount is to be 
received, measured in years, is weighted by the principal amount received at that time divided by the 
sum of all expected principal payments.  The principal amounts used in the WAL calculation are not 
discounted to present value as they would be in a weighted average duration calculation.  The WAL, 
based on expected future cash flows, of Fund B at June 30, 2014, is estimated at 2.86 years.  However, 
because Fund B consists of restructured or defaulted securities there is considerable uncertainty 
regarding the WAL.  Participation in Fund B is involuntary. 

 Credit Risk 

Credit risk is the risk that an issuer or other counterparty to an investment will not fulfill its 
obligations.  Section 218.415(17), Florida Statutes, limits investments to the SBA’s Florida PRIME, or 
any other intergovernmental investment pool authorized pursuant to the Florida Interlocal 
Cooperation Act as provided in Section 163.01, Florida Statutes; Securities and Exchange Commission 
(SEC) registered money market funds with the highest credit quality rating from a nationally 
recognized rating agency; interest-bearing time deposits in qualified public depositories, as defined in 
Section 280.02, Florida Statutes; and direct obligations of the United States Treasury.   The District 
does not have a formal investment policy that limits its investment choices. 
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The District’s investments in the SBA debt service accounts are to provide for debt service payments 
on bond debt issued by the State Board of Education for the benefit of the District.  The District 
relies on policies developed by the SBA for managing interest rate risk and credit risk for this account. 

The District’s investment in Florida PRIME is rated AAAm by Standard & Poor’s.  Fund B is unrated.   

The District’s investment in the Dreyfus Cash Management Institutional Shares Money Market Mutual 
Fund is rated AAAm by Standard & Poor’s and Aaa-mf by Moody’s Investors Service. 

The District’s investment in commercial paper is authorized under a forward delivery agreement with 
the QZABs paying agent.  The forward delivery agreement authorizes the investment of the available 
sinking fund amounts in certain eligible securities, including United State Treasury securities, 
obligations issued by agencies of the United States Government, and short-term obligations issued by 
banks, corporations, or other borrower having a rating at the time of delivery of at least P-1 by 
Moody’s Investors Service or A-1 by Standard & Poor’s.  As of June 30, 2014, the District’s 
investment in commercial paper was rated A-1 by Standard & Poor’s and P-1 by Moody’s Investors 
Service. 

 Custodial Credit Risk 

Custodial credit risk for investments is the risk that, in the event of the failure of the counterparty to a 
transaction, the District will not be able to recover the value of investment or collateral securities that 
are in the possession of an outside party.  Section 218.415(18), Florida Statutes, requires the District to 
earmark all investments and 1) if registered with the issuer or its agents, the investment must be 
immediately placed for safekeeping in a location that protects the governing body’s interest in the 
security; 2) if in book entry form, the investment must be held for the credit of the governing body by 
a depository chartered by the Federal Government, the State, or any other state or territory of the 
United States which has a branch or principal place of business in this State, or by a national 
association organized and existing under the laws of the United States which is authorized to accept 
and execute trusts and which is doing business in this State, and must be kept by the depository in an 
account separate and apart from the assets of the financial institution; or 3) if physically issued to the 
holder but not registered with the issuer or its agents, must be immediately placed for safekeeping in a 
secured vault.  The District does not have a formal investment policy that addresses custodial credit 
risk.  The District’s investment in commercial paper is being held by a paying agent in connection with 
the QZABs financing arrangement. 

 Concentration of Credit Risk 

Concentration of credit risk is the risk of loss attributed to the magnitude of the District’s investment 
in a single issuer.  The District does not have a formal investment policy that limits the amount the 
District may invest in any one issuer.   

Commercial paper issued by Fortis Funding, LLC, comprises 37 percent of the District’s total 
investments reported in the Other Governmental Funds. 

C. Capital Credits 

The District participates in the Okefenoke Rural Electric Membership Corporation, a nonprofit electric 

cooperative.  Revenues in excess of operating expenses, unless otherwise determined by a vote of the 

membership, are distributed by the cooperative on a pro rata share basis to its members.  Annually, the 

cooperative makes payments for designated prior years’ capital credits.  During the 2013-14 fiscal year, the 

District received $2.998.19 related to the 1988 capital credits.  At June 30, 2014, the accumulated credits to 
the District’s accounts were $152,937.17 

  
















































































































