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Dear Chairman, School Board Members, and Citizens of Lee County:

After the close of each fiscal year, State law requires that all local governments
publish a complete set of financial statements presented in conformity with
generally accepted accounting practices (GAAP) in the United States of America
and audited by the Florida Auditor General, or a firm of licensed certified public
accountants, in accordance with auditing standards generally accepted in the
United States of America. Pursuant to this requirement, we hereby issue the
Comprehensive Annual Financial Report (CAFR) of The School District of Lee
County (the District) for the fiscal year ended June 30, 2008.

This report consists of management’s representations concerning the finances of
The School District of Lee County; and management assumes full responsibility
for the completeness and reliability of all of the information presented in this
report. To provide a reasonable basis for making these representations, District
management has established a system of internal controls designed to protect
the District’'s assets from loss, theft, or misuse, and to compile sufficient reliable
information for the preparation of the District's financial statements in conformity
with GAAP. Because the cost of internal controls should not outweigh the
benefits, the District's system of internal controls has been designed to provide
reasonable, rather than absolute, assurance that the financial statements will be
free from material misstatement. As management, we assert that, to the best of
our knowledge and belief, this financial report is complete and reliable in all
material respects.

The Florida Auditor General conducted the audit for the fiscal year ended June
30, 2008. The goal of the independent audit was to provide reasonable
assurance that the financial statements of the District for the fiscal year ended
June 30, 2008, are free of material misstatement. The independent audit involved
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examining, on a test basis, evidence supporting the amounts and disclosures in
the financial statements; assessing the accounting principles used and significant
estimates made by management; and evaluating the overall financial statement
presentation. The independent auditor concluded that there was a reasonable
basis for rendering an unqualified opinion on the District's basic financial
statements for the fiscal year ended June 30, 2008. The auditor's report is
presented as the first component in the Financial Section of this report.

The independent audit of the District’s financial statements included the federally
mandated “single audit” designed to meet the special needs of federal grantor
agencies. The District is required to undergo an annual single audit in conformity
with the provisions of the Single Audit Act of 1996; and the United States Office
of Management and Budget's Circular A-133, Audits of States, Local
Government, and Non-profit Organizations. The standards governing single
audit engagements require the independent auditor to report not only on the fair
presentation of the financial statements, but also on the audited government's
internal controls and compliance with legal requirements, with special emphasis
on internal controls and legal requirements involving the administration of federal
awards. Information related to this single audit, including the schedule of
expenditures of federal awards, findings and questioned costs, summary of prior
audit findings, and the independent auditor's reports on the system of internal
control and on compliance with applicable requirements, are included in the
Single Audit section of this report.

GAAP requires that management provide a narrative introduction, overview, and
analysis to accompany the basic financial statements in the form of
Management's Discussion and Analysis (MD&A). This Letter of Transmittal is
designed to complement the MD&A and should be read in conjunction with it.
The District's MD&A can be found immediately following the Auditor's Report.

Profile of the Government

The District and its governing board were created pursuant to Section 4, Article
IX, of the Constitution of the State of Florida. The District is an independent
taxing and reporting entity managed, controlled, operated, administered, and
supervised by District officials in accordance with Chapter 1001.42, Florida
Statutes. The District School Board of Lee County (the Board) consists of five
elected officials responsible for the adoption of policies that govern the operation
of the District’'s public schools. The appointed Superintendent of Schools (the
Superintendent) is the executive officer of the Board and is responsible for the
administration and management of the schools within the applicable parameters
of Florida Statutes, State Board of Education rules, and School Board policies.
The Superintendent is also specifically delegated the responsibility of maintaining
a uniform system of records and accounts in the District by Section 1010.01,
Florida Statutes, as prescribed by the State Board of Education.
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The geographic boundaries of the District are the same as those of Lee County,
(the County), which was founded in 1887 and named in honor of General Robert
E. Lee. The County is located on the Gulf Coast of Florida, encompasses
approximately 811 square miles, including several small islands in the Gulf of
Mexico, and is bordered by Charlotte County to the north, Hendry County to the
east, and Collier County to the south. Lee County’s estimated population in 2008
is 631,733 people.

The report includes all funds of the District, The Lee County School Board
Leasing Corporation, The Foundation for Lee County Public Schools (the
Foundation), and ten charter schools, all of which comprise the reporting entity.
The Lee County School Board Leasing Corporation, was formed by the School
Board to be the lessor in connection with financing the acquisition and/or
construction of certain educational facilities. The Foundation is a separate, not-
for-profit corporation organized and operated as a direct-support organization.
The Foundation’s purpose is exclusively educational and charitable for the
constituents of Lee County. Charter schools are public schools operating under
performance contracts with the District School Board of Lee County. The
Foundation and applicable charter schools are included as aggregate discretely
presented component units.

The District provides a full range of educational programs. These include pre-
kindergarten, kindergarten through 12" grade, basic and enriched programs, and
exceptional student education. The District also provides vocational and adult
programs.

During the 2007-08 fiscal year, the District operated 86 schools, comprised of 47
elementary schools, 16 middle schools, 13 high schools, 10 specialized schools,
and reported 79,446 unweighted full-time equivalent students. The District plans
to open one new school in the 2008-09 fiscal year. In addition, the District
sponsored 10 charter schools that are component units of the District and plans
to sponsor 6 more charter school during the 2008-09 fiscal year. The charter
schools are separate not-for-profit corporations organized and operated under
section 1002.33, Florida Statues. The charter schools are funded by the state
based on their weighted full-time equivalent student count and receive this
funding through the District.

The District maintains budgetary controls, the objective of which is to ensure
compliance with legal provisions embodied in the annual appropriated budget
approved by the Board. Activities of all governmental fund types are included in
the annual appropriated budget. Project-length financial plans are adopted for the
Capital Projects Funds. The level of budgetary control (that is, the level at which
expenditures cannot exceed the appropriated amount) is established at the
function level.
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Budgetary information is integrated into the accounting system and, to facilitate
budgetary control, budget balances are encumbered when purchase orders are
issued. Appropriations lapse at year-end and encumbrances outstanding are
honored from the subsequent year's appropriations.

In order to provide budgetary control for salaries, the District utilizes a centralized
position control system. On an annual basis, the Board adopts a District staffing
plan that establishes teacher positions based generally on student populations
served. Additionally, support and administrative positions are created based on
established criteria.

Economic Condition and Outlook

Lee County is part of the Fort Myers—Cape Coral Metropolitan Statistical Area.
The U.S. Department of Commerce, Bureau of the Census, has determined that
it is among the 100 fastest growing counties in the nation, with an annual growth
rate of 3.9 percent. The County’s population has increased from 413,952 in 1998
to 631,733 in 2008, an increase of 52.6 percent. This compares to a 23.8 percent
increase for Florida overall and an11 percent increase for the nation.

Growth is projected to continue at a slower rate through this decade, increasing
the population in the County to over 676,500 by 2010, and to more than a million
in the Southwest Florida area in general. Once a retirement haven, Lee County
is now dominated by working-age people. In fact, the 18-24 age group (those
people just entering the workforce), is growing about twice as fast as that of the
State and many times faster than that of the entire United States.

Lee County, for the first time in many years has been faced with an unfavorable
economic environment and declining growth. The mainstay of the County’s
economy is tourism and retirement, and their associated services, such as
health, trade, and other service-oriented industries. The County also has real
estate development, agribusiness, high-tech manufacturing, corporate and
regional headquarters, warehousing and distribution, and financial services
industries. Currently, over 80 percent of employment is concentrated in the
services, wholesale and retail, and government sectors. Industries expected to
gain the most new jobs in the near future include local government, health
services, business services, food services, and special trade contractors.

The District recognizes that the continued enhancement of the local economy is
of mutual benefit to both the District and the County, and that an excellent
system of public education is a significant factor in attracting new business and
industry to the County. The District remains the area’s largest employer,
employing 11,896 full and part-time employees, including 5,131 classroom
teachers.
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The District had experienced increases in student population for many years,
however for fiscal year 2008, the District realized a net decrease in student
population. State and District projections indicate that approximately 2,200 more
students will be served in the next fiscal year. This growth is projected to
increase the student population up to 5 percent each year bringing the estimated
student population to approximately 82,800, 97,500 and 179,200 over the next 5,
10 and 20 years respectfully.

Ranked in the top 9 in student population in the state and in the top 62 in the
nation, the District is challenged not only by growth but also the 2002 State
Constitutional Amendment legislating reductions in class size. These challenges
require the construction of an additional 11 schools in the next 10 years. In order
to meet this demand the District will continue to seek additional revenue sources.
In addition, with half of the school facilities more than 30 years old there was
concern about the level of adequacy and equity. For these reasons, a major
construction and renovations program was initiated. Concurrently, the District
adopted a five year plan to bring schools up to the newly adopted District
standard in technology equipment and student accessibility. The District has also
adopted a 20 year maintenance and replacement program to ensure school
facilities are properly preserved.

Major Initiatives
Capital Outlay Program

During the current fiscal year, the District completed the construction of three
new elementary schools, one middle school, one high school, replacement of
one elementary school and nine elementary school additions.

Over the next fiscal year, the District is planning to start major construction of one
new elementary school. For the second fiscal year, the District is planning to start
major construction of one specialty school, and the replacement of one
elementary school.

Cash Management and Investments

The District has an investment policy in place for the investment of temporarily
idle funds. The purpose of the policy is to outline the responsibility, authority, and
general guidelines for the investment management of the District’'s cash reserves
and to ensure compliance with Florida Statues. The District primarily utilized the
state pool and money market funds for investment of idle funds during the fiscal
year due to declining interest rates for longer term securities. Additional
information on the District’s investments can be found in Note 2 in the notes to
the basic financial statements.



Risk Management

Due to the exposure for financial losses associated with the District's operations,
the Board has maintained a comprehensive risk management program. The
District self-insures its program for Worker's Compensation, General Liability,
and Auto Liability, and employs a third-party agency to perform the claims
administration. The other risks, such as property losses, boiler and machinery
losses, and school leaders’ errors and omissions claims are protected using
various commercial insurance policies. Additional information on the District’s risk
management programs can be found in Note 16 in the notes to the basic
financial statements.

Awards and Acknowledgements

The Government Finance Officers Association of the United States and Canada
(GFOA) awarded a Certificate of Achievement for Excellence in Financial
Reporting, and the Association of School Business Officials International (ASBO)
awarded a Certificate of Excellence in Financial Reporting to the District for its
Comprehensive Annual Financial Report (CAFR) for the fiscal year ended June
30, 2007. This was the fifth year the District has received these prestigious
awards. In order to be awarded the GFOA’s Certificate of Achievement for
Excellence in Financial Reporting and ASBO’s Certificate of Excellence in
Financial Reporting, the District must publish an easily readable and efficiently
organized CAFR. This report satisfied both generally accepted accounting
principals (GAAP) and applicable legal requirements.

The Certificate of Achievement and Certificate of Excellence are valid for a
period of one year only. We believe that our current CAFR continues to meet the
Certificate of Achievement and Certificate of Excellence program requirements
and we are submitting it to the GFOA and ASBO to determine its eligibility for
another certificate.

The preparation and completion of this report on a timely basis was made
possible by the dedicated service of the entire staff of the District's Financial
Accounting Department and the Florida Auditor General’s office. Each member of
the Financial Accounting Department and the audit staff of the Florida Auditor
General’s office, have our sincere appreciation for the contributions made in the
completion of this report.

In closing, we would like to thank the members of the District School Board of

Lee County for their leadership and support in planning and conducting the
financial operations of the District.
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Respectfully submitted,
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Dr. James W. Browder
Superintendent
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Mr. Lee V. Legutko
Chief Business Officer
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"Mrs. Greta S. Campbell
Director of Financial Accounting and Property Records
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Certificate of
Achievement
for Excellence
in Financial
Reporting

Presented to

School District of Lee County
Florida

For its Comprehensive Annual
Financial Report
for the Fiscal Year Ended
June 30, 2007

A Certificate of Achievement for Excellence in Financial
Reporting is presented by the Government Finance Officers
Association of the United States and Canada to
government units and public employee retirement
systems whose comprehensive annual financial
reports (CAFRs) achieve the highest
standards in government accounting
and financial reporting.

President

Gy Z

Executive Director
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AUDITOR GENERAL
STATE OF FLORIDA

' ) G74 Claude Pepper Building
David W. Martin, CPA 111 West Madison Street §50/488-5534

UDITOR GENERAL R
Tallahassee, Florida 32399-1450 Fax: 850/488-697

The President of the Senate, the Speaker of the
House of Representatives, and the
Legislative Auditing Committee

INDEPENDENT AUDITOR'S
REPORT ON FINANCIAL STATEMENTS

We have audited the accompanying financial statements of the governmental activities, the aggregate discretely
presented component units, each major fund, and the aggregate remaining fund information of the Lee County
District School Board as of and for the fiscal year ended June 30, 2008, which collectively comptise the District’s
basic financial statements as listed in the table of contents. These financial statements are the responsibility of the

District’s management. Our responsibility is to express opinions on these financial statements based on our audit

We did not audit the financial statements of the aggregate discretely presented component units. Those financia
statements were audited by other auditors whose reports have been furnished to us, and our opinion, insofar as i
relates to the amounts included for the aggregate discretely presented component units, is based on the reports o

the other auditots.

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

auditors, provide a reasonable basis for our opinions.
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In our opinion, based on our audit and the reports of the other auditors, the financial statements refetred to
above present fairly, in all material respects, the respective financial position of the governmental activities, the
aggregate discretely presented component units, each major fund, and the aggregate remaining fund information
of the Lee County District School Board as of June 30, 2008, and the respective changes in financial position and
cash flows, where applicable, thereof and the respective budgetary comparison for the General Fund for the year

then ended in conformity with accounting principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued a report on our consideration of the Lee
County District School Board's internal control over financial reporting and on our tests of its compliance with
certain provisions of laws, rules, regulations, contracts, and grant agreements and other matters included under
the heading INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN
AUDIT OF THE FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS. The putpose 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 Anditing Standards and should be considered in assessing

the results of our audit.

The MANAGEMENT’S DISCUSSION AND ANALYSIS (pages 4 through 20) and the SCHEDULE OF
FUNDING PROGRESS—OTHER POSTEMPLOYMENT BENEFITS (page 67) are not a required part
of the basic financial statements, but are supplementary information required by accounting principles generally
accepted in the United States of America. We have applied certain limited procedures, which consisted principally
of inquiries of management regarding the methods of measurement and presentation of the required

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

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the Lee County District School Board’s basic financial statements. The introductory section, the
combining and individual fund statements and schedules and the statistical section listed in the accompanying
table of contents are presented for purposes of additional analysis and are not a required part of the basic financial
statements. Additionally, the accompanying SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
is presented for purposes of additional analysis as required by the United States Office of Management and
Budget Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations, and is not a required part of
the basic financial statements. The combining and individual fund statements and schedules (pages 72 through
100) and the SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS (pages 134 and 135) have been
subjected to the auditing procedures applied by us and the other auditors in the audit of the basic financial
statements and, in our opinion, based on our audit and the reports of other auditors, are fairly stated, in all

material respects, in relation to the basic financial statements taken as a whole. The introductory section (pages vi




through xvii) and the statistical section (pages 101 through 128) have not been subjected to the auditing

procedures applied in the audit of the basic financial statements and, accordingly, we express no opinion on them

Respectfully submitted,

SO &) A

David W. Martin, CPA
January 13, 2009






