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Independent Accountant’s Report 
on Applying Agreed-Upon Procedures 

 
 
 
To the Specified Users of the Report: 
 
The Honorable Lillian M. Lowery, Ed.D. 
Secretary 
Department of Education 
401 Federal Street, Suite 2 
Dover, DE 19901 

Superintendents, All School Districts 
 

 
 
We have performed the procedures enumerated below, which were agreed to by the Office of Auditor of 
Accounts (AOA) and the specified users of the report, as identified above, and as defined within the 
applicable laws of the State of Delaware.  The procedures were performed solely to assist the specified 
parties in determining whether (a) the School Districts properly credited tax receipts into the State’s 
Delaware Financial Management System (DFMS), (b) debt service principal and interest expenditures 
were in accordance with the amortization schedules provided by the Office of the State Treasurer, (c) the 
June 30, 2010, account balance at each School District was sufficient, without being excessive, to pay 
principal and interest payments for the first four months of Fiscal Year 2011, and (d) the Department of 
Education (DOE) calculations were correct to properly allocate tax revenues for the four restructured 
districts within New Castle County for September and October 2009.  Management of each School 
District is responsible for compliance with those requirements for the period July 1, 2009 through 
June 30, 2010. 
 
This agreed-upon procedures engagement was performed in accordance with Government Auditing 
Standards, issued by the Comptroller General of the United States, the attestation standards established 
by the American Institute of Certified Public Accountants, and Quality Standards for Investigations, 
issued by the President’s Council on Integrity and Efficiency.  The sufficiency of these procedures is 
solely the responsibility of the specified users of the report.  Consequently, we make no representation 
regarding the sufficiency of the procedures described below either for the purpose for which this report 
has been requested or for any other purpose. 
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The following statement was constructed as a result of the procedures performed: 
 

Statement of School District Funds 
 

 
 
 

School District 

 
 
 

Tax Receipts1 

 
 

Debt Service 
Expenditures2 

June 30, 2010 
Debt Service 

Reserve Fund 
Balance3 

Appoquinimink $          25,552,045 $             5,841,072 $               3,279,051 
Brandywine             49,272,952                8,162,648                  3,675,875 

Caesar Rodney               8,715,498                1,458,206                     529,665 
Cape Henlopen             24,981,658                3,817,434                  4,244,852 

Capital             17,711,836                3,024,488                  1,032,954 
Christina             69,219,712                9,006,610                  4,596,801 
Colonial             32,088,045                5,685,423                  3,733,596 
Delmar               1,450,505                   365,973                     208,653 

Indian River             32,006,817                4,907,917                  2,358,003 
Lake Forest               4,990,136                   586,597                     371,946 

Laurel               2,910,473                   149,689                       77,086 
Milford               7,334,272                1,531,956                  1,070,715 

NCC Vo-Tech             25,133,555                1,532,107                     940,901 
Polytech               4,029,163                   241,630                     143,167 
Red Clay             69,776,772                7,851,836                  3,987,470 
Seaford               6,391,852                   720,466                     332,749 
Smyrna               7,178,630                2,047,981                  2,437,676 

Sussex Technical               7,761,968                   739,003                     314,564 
Woodbridge               4,097,305                   565,721                     186,958 

Totals $        400,603,194 $           58,236,757 $             33,522,682 

        
1 The figures represented in the Tax Receipts column are the total tax revenues received by the School 
District for the fiscal year, with the exception of the four restructured School Districts: Brandywine, 
Christina, Colonial, and Red Clay.  The tax revenues for the four restructured School Districts 
represent only the months of September and October 2009 due to the tax receipt structure of these 
districts.  Based on each School District’s approved tax rates, the tax receipts are allocated to the 
appropriate categories which include, but are not limited to: Current Operations, Debt Service, and 
Tuition.  
 
2 The debt service expenditures represent the principal and interest payments made on each School 
District’s long-term debt obligations.  
 
3 The debt service reserve balance represents the difference of the tax receipts received and allocated 
based on the School District’s debt service rate and the School District’s debt service expenditures for 
the fiscal year. 
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Our procedures and results were as follows: 
 
Procedure 1:  In accordance with 14 Del. C. §1917 (a) and (b), §2119, and §2118 (d), recalculate the real 
estate tax for current operations, debt service, tuition, and minor capital improvements to verify tax 
receipts were properly recorded in DFMS for all School Districts, except for the four restructured School 
Districts within New Castle County. 
 
We obtained the Fiscal Year 2010 tax warrants and the amount of real estate taxes deposited to each 
School District as denoted in the Tax Receipts column of the Statement of School District Funds.  Using 
this information, we recalculated the tax receipts for each category and compared it to amounts reported 
in DFMS to verify they were allocated to the proper appropriations as outlined by the tax warrants.  We 
also reconciled the tax receipts to the local tax revenue received by the School Districts as reported as 
other tax revenue in the State’s Comprehensive Annual Financial Report.   
 
Procedure 2:  In accordance with 14 Del. C. §2108, verify whether debt service principal and interest 
expenditures were proper and in accordance with the amortization schedule provided by the Office of the 
State Treasurer.  
 
We obtained the School Districts’ amortization schedules from the Office of the State Treasurer and 
reviewed the actual principal and interest expenditures per DFMS, as represented in the Debt Service 
Expenditures column of the Statement of School District Funds, to determine if they agreed.   

 
Procedure 3:  In accordance with Attorney General Opinions 1W-024 and 89-I017, determine whether 
the debt service reserve was sufficient, without being excessive, to pay the bond principal and interest for 
the first four months of Fiscal Year 2011 by comparing the June 30, 2010, debt service reserve balance to 
the total required debt service payments for July 1, 2010 through October 31, 2010. 
 
We compared each School District’s debt service reserve fund balance as of June 30, 2010, to the total 
required debt service payments for July 1, 2010 through October 31, 2010, to determine whether the debt 
service reserve was sufficient, without being excessive.4  The Statement of School District Funds lists 
each School District’s debt service reserve fund balance.  
 

Results:  Our procedures disclosed that Cape Henlopen School District’s debt service reserve balance 
exceeded the recommended 110 percent of total principal and interest payments for Fiscal Year 2011.  
The balance provided for 114 percent of the payments for Fiscal Year 2011 and was excessive by 
$149,655. 

 
Recommendation:  Cape Henlopen School District should reduce their debt service reserve balance.  
The School District should monitor the debt service obligations, tax rate, and projected tax base to 
ensure adequate, but not excessive, funds are maintained to meet debt service obligations. 
 
Auditee Response:  The District will continue to lower the Debt Service Tax Rate on an incremental 
basis to meet the debt service needs and to maintain an appropriate balance.  It is in the best interest of 
our tax payers to lower the rate incrementally rather than a large one-time reduction to reduce the 

                                                 
4 As per Attorney General Opinions 1W-024 and 89-I017, an excessive balance is defined as 110 percent of total 
principal and interest payments for the following fiscal year. 
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balance.  The incremental approach will avoid having to increase the tax rate in subsequent years, as a 
result of a one-time large reduction of the rate. 

 
Status of Prior Recommendation:  In the prior Debt Service Agreed-Upon Procedures Report, we 
recommended that Cape Henlopen School District reduce their debt service reserve balance.  As of 
June 30, 2010, there was a 16 percent decrease from the prior year fund balance, in part due to the 
School District decreasing its debt service tax rate.  

 
Procedure 4:  In accordance with 14 Del. C. §1924, review DOE’s September and October 2009 
calculations to verify proper allocation of tax revenues for the four restructured districts within 
New Castle County. 
 
We obtained the Fiscal Year 2010 tax warrants and the amount of real estate taxes deposited to each of 
the four restructured School Districts.  We also obtained DOE’s calculation of the tax revenues for each 
of those four School Districts for September and October 2009.  Using this information, we compared the 
tax warrants, the amount of real estate taxes deposited, and the amounts received in DFMS to DOE’s 
calculations.  
 
We were not engaged to, and did not conduct an audit, the objective of which would be the expression of 
an opinion on compliance with specified laws.  Accordingly, we do not express such an opinion.  Had we 
performed additional procedures, other matters might have come to our attention that would have been 
reported to you. 
 
This report is intended solely for the information and use of the Department of Education and the School 
Districts and is not intended to be, and should not be, used by anyone other than these specified parties.  
However, this report is a matter of public record and its distribution is not limited.  This report, as 
required by statute, was provided to the Office of the Governor, Office of the Controller General, Office 
of the Attorney General, Office of Management and Budget, the Department of Finance, and Office of the 
State Treasurer. 
 
 
 
R. Thomas Wagner, Jr., CFE, CGFM, CICA 
Auditor of Accounts 
 
July 25, 2011 
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Distribution of Report 
 
Copies of this report have been distributed to the following public officials:  
 
Executive Branch 
 
The Honorable Jack A. Markell, Governor, State of Delaware 
The Honorable Thomas J. Cook, Secretary, Department of Finance 
The Honorable Ann S. Visalli, Director, Office of Management and Budget 
Mr. Kristopher Knight, Director, Division of Accounting 
The Honorable Lillian M. Lowery, Ed.D., Secretary, Department of Education 
 
Legislative Branch 
 
The Honorable Russell T. Larson, Controller General, Office of the Controller General 
The Honorable Anthony J. DeLuca, President Pro Tempore, Delaware State Senate 
The Honorable Robert F. Gilligan, Speaker of the House, Delaware House of Representatives 
 
Other Elective Offices 
 
The Honorable Joseph R. Biden, III, Attorney General, Office of the Attorney General  
The Honorable Chipman Flowers, Jr., Esq., Treasurer, Office of the State Treasurer 
 
Other 
Ms. Karen Field Rogers, Associate Secretary, Financial Reform and Resource Management, Department 

of Education 
Dr. John Marinucci, Education Associate, School Plant Planning and Maintenance, Department of 

Education 
Mr. Matt Burrows, Superintendent, Appoquinimink School District 
Dr. Mark Holodick, Superintendent, Brandywine School District 
Dr. Kevin Fitzgerald, Superintendent, Caesar Rodney School District 
Dr. Kevin Carson, Superintendent, Cape Henlopen School District 
Dr. Michael Thomas, Superintendent, Capital School District 
Dr. Marcia Lyles, Superintendent, Christina School District 
Dr. Dorothy Linn, Superintendent, Colonial School District 
Dr. David Ring, Jr., Superintendent, Delmar School District 
Dr. Susan Bunting, Superintendent, Indian River School District 
Dr. Daniel Curry, Superintendent, Lake Forest School District 
Dr. Dorothy Nave, Acting Superintendent, Laurel School District 
Ms. Sharon Kanter, Superintendent, Milford School District 
Dr. Steven Godowsky, Superintendent, New Castle County Vocational Technical School District 
Dr. Dianne Sole, Superintendent, Polytech School District 
Dr. Mervin Daugherty, Superintendent, Red Clay School District 
Dr. Russell Knorr, Superintendent, Seaford School District 
Ms. Deborah Wicks, Superintendent, Smyrna School District 
Dr. Allen Lathbury, Jr., Superintendent, Sussex Technical School District 
Dr. Phyllis Kohel, Superintendent, Woodbridge School District 
 
This report can be accessed online through the AOA website at http://auditor.delaware.gov. 


