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INDEPENDENT AUDITOR'S REPORT
ON
THE BASIC FINANCIAL STATEMENTS AND SUPPLEMENTAL INFORMATION

Superintendent and School Board
Scott County School District

We have audited the accompanying financial statements of the governmenta) activities, each major fund and the
aggregate remaining fund information of the Scott County School District as of and for the year ended June 30, 2007, which
collectively comprise the Scott County School District’s basic financial statements as listed in the table of contents. These

financial statements are the responsibility for the Scott County School District’s management. Our responsibility is to express
opinions on these financial statements based on our andit.

We conducted our audit in accordance with anditing standards generaliy accepted in the United States of America
and the standards applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller
Genera! of the United States. Those standards require that we pian 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 amounis and disclosures in the financial statements. An sudit also includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating the overall financial statement
presentation. We beligve that our audit provides a reasonable basis for our opinions.

In our opinion, the financial statements referred to above present fairly, in all materiat respects, the respective
financial position of the governmenta! activities, each major {und and the aggregate remaining fund information of the Scott
County School District, as of June 30, 2007, and the respective changes in financial position, thereof 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 our report dated November 4, 2008, except
for Note (9) as to which the date is September 13, 2009, on our consideration of the Scott County Schoot District's interpal
control over financial reporting and our tests of its compliance with certain provisions of laws, regulations, contracts and grant
agreements and ofher matters. The purpose of that report is to describe the scope of our testing of internal control over
financial reporfing 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.



The Manageweut’s Discussion and Analysis on pages 4 - 12 and the Budgetary Comparison Schedules and
corresponding notes on pages 36 - 42 are not a required part of the basic financial statements but are supplementary
information required by the Governmental Accounting Standards Board. 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 Scott County School District's basic financial statements. 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, and is not a required part of the basic financial
statements. In addition, the Schedule of Instructional, Administrative and Other Expenditures - Governmental Funds is
presented for purposes of additienal analysis and is not a required part of the basic financial staternents. Such information has
been subjected to the auditing procedures applied in the audit of the basic financial statements and, in our opinion, is fairly
stated, in al! material respects, in relation to the basic financial statements taken as a whole.

This report has been reissued due to subsequent discovery of prior period adjustments that should have been

included in the original report. The explapation of changes is described in note (9) Prior Period Adjustments/Exhibits in the
notes to the financial stateroent on page 33 of this report.

W diain pud %@3 , PLL ¢
Windham and Lacey, PLLC
November 4, 2008, except for Note (9) as to which the date is Septernber 15, 2009
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SCOTT COUNTY SCHOOL DISTRICT
MANAGEMENT'S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JUNE 30, 2007

The discussion and analysis of Scoti County School District’s financial performance provides an overall narrative review of
the School District’s financial activities for the year ended June 30, 2007, The intent of this discussion and analysis is to look
at the School District’s performance as a whole; readers should also review the financial statements and the notes to the basic
financial statements io enhance their understanding of the School District’s financial performance. lnformaticn contained in
this section is qualified by the more detailed information contained elsewhere in this district’s financial statements, notes to
financial statements and any accompanying materfals, To the extent this discussion contains any forward-looking statements

of the district’s plans, objectives, expectations and prospects, the actual results could differ materially from those discussed
herein.

FINANCIAL HIGHLIGHTS
. Tota} net assets increased $2,683,957, which represents a 14.72% increase from fiscal year 2006.

General revenues account for $21,391,975 in revenue, or 79.8% of all revenues. Program specific revenues in the
form of charges for services and grants and contributions accounted for $3,456,257 or 20.2% of total revenues.

The District had $25,990,919 in expenses; only 55,456,237 of these expenses were offset by program specific
charges for services, grants and contributions. General revenues of $21,391,975 were adequate to provide for these
programs.

Among major funds, the General Fund bhad $21,797,476 in revenues and $19,978,138 in expenditures, and
($666,725) in other financing sources and uses. The General Fund's fund balance increased $1,088,367 over the
prior year. The increase was a resuit of total revenues outpacing total expenditures.

Capital assets, net of accumulated depreciation, increased by 51,845,250. This was a result of removing items below
the threshold, of correction of miscoded assets, of errors in accumulated depreciation, and of depreciation expense
being more than current year additions.

Long-term debt increased by $47,690. The increase of debt is due to increases in compensated absences and capital
leases outweighing debt principal payments.



CVERVIEW OF FINANCIAL STATEMENTS

This discussion and analysis is intended 1o serve as an introduction to the District’s basic financial statements. The District’s
basic financial statements comprise three components: 1) governmem-wide financial statements, 2) fund financiat statements,
and 3) notes to the financial statements. This report also contains other supplementary information in addition to the basic
financial statements themselves.

Government-wide financial statements. The govermment-wide financial statements are designed to provide readers with a
broad overview of the District’s finances, in @ manner simjlar ta a private-sector business. These statements are prepared
using the accrual basis of accounting and include all assets and liabilities.

The statement of net assets presents information on all the District’s asseis and liabilities, with the difference between the two

reported as net assets, Over time, increases or decreases in net assets may serve as a useful indicator of whetber the financial
position of the District is inaproving or deteriorating.

The statement of activities presents information showing how the District’s net assets changed during the most recent fiscal
year. All changes in net assets are reported as soon as the underlying event giving rise to the change occurs, regardless of the

timing of related cash flows. Thus, revenues and expenses are reported in this statement for some items that will only result in
cash flows in future fiscal years.

The government-wide financial statements outline functions of the District that are priscipally supported by property taxes
and intergovernmental revenues (governmental actlvities). The governmental activities of the District include instruction,
support services, non-instructional, sixteenth section and interest and other expenses on long-term liabilities.

The govemmeni-wide financial statements can be found on pages 14 -15 of this report.

Fund financial statements. A fund is a grouping of related accounts that is used to maintain control over resources that have
been segregated for specific activities or objectives. The District uses fund accounting to ensure and demonstrate compliance

with finance-related legal requirements. All of the funds of the District can be divided into two categories: governmental
funds and fiduciary funds.

Governmental funds. Governmental funds are used to account for essentially the same functions reported as
govermnunentzl activities in the government-wide financial statements. However, unlike the government-wide
financial statements, governmental fund financial statements focus on current spendable resources, as well as on
balances of spendable resources availabie at the end of the fiscal year. Such information may be useful in evaluating
the District’s current financing requirements. Governmenta! funds are reported using modified accrual accounting.
This method of accounting measures cash and other assets that can be easily converted to cash. The governmental
funds siatemenis provide a defailed short-term view of the school district’s operations.



Because the focus of governmental funds is narrower than that of the government-wide financial statements, it is
useful ta compare the information presented for governmental funds with similar informarion presented for
governmental activities in the government-wide financial statements. By doing so, readers may better understand the
long-term impact of the District’s current financing decisions. Both the governmental fund batance sheet and the
governmental fund statement of revenues, expenditures, and changes in fund balances provide a reconciliation to
facilitate this comparison between governmental funds and gevernmental activities. These reconciliations are on
pages 17 and 20, respectively, of this report.

The District maintains individual governmental funds in accordance with the Financial Accounrting Manual for
Mississippi Public School Districts. Information is presepted separately in the governmental fund balance sheet and
in the governmental fund statement of revenues, expenditures, and changes in fund balances for all major funds. All
other non-major funds are combined together and presented in these reports as other governmentai funds.

The basic governmental fund financial statements can be found on pages 16-20 of this report.

Fiduciary fands. Fiduciary funds are used to account for resources held for the benefit of parties outside the
District. Fiductary funds are not reflected in the government-wide financial staternents because resources of those
funds are not available to support the District's own programs. The accrual basis of accounting is used for fiduciary
funds. The school district is responsible for ensuring that the assets reported in these funds are used for their intended

purpose. The school district’s fiduciary activities are presented in separate Statements of Fiduciary Assets and
Liabilities on page 21.

Notes to the financial statements. The notes provide additional information that is essentizl to have a full understanding of

the data provided in the government-wide and fund financial statemenis. The notes to the financial statements can be found
on pages 22 - 35 of this report.

Other information. In addition to the basic financial statements and accompanying notes, this report also presents certain
required supplementary information concerning the District’s budget process.

The District adopts an annual operating budget for all governmental funds. A budgetary comparison schedule has been

provided for the General Fund and each additional major special revenue fund. This required supplementary information can
be found on pages 37 - 42 of this report.

Additionally, a schedule of expenditures of federal awards is required by OMB Cir. A-133 and a schedule of instructional,
administrative and other expenditures for governmental funds can be fourd on pages 43 - 46 respectively, of this report.



GOVERNMENT-WIDE FINANCIAL ANALYSIS

Net assets. Net assets may serve over fime as a useful indicator of a government’s financial position. In the case of the
District, assets exceeded liabilities by $290,913,352 as of Tune 30, 2067.

By far the largest portion of the District’s net assets (73.22%) reflects its investment in capital assets {e.g., land, buildings,
improvements other than buildings, mobile equipment, furniture and equipment, and leased property under capital icases, less
any related debt used to acquire those assets that is still outstanding.) The District uses these capital assets to provide services
to its students; consequently these assets are not available for future spending.

The District’s financial position is a product of severa) financial transactions including the net result of activities, payment of
debt, the acquisition and disposal of capital assets and the depreciation of capital assets.

The following table presents a sumrmary of the District’s net assets as of June 30, 2007 and 2006, respectively.

Net Assels Percentage
June 30, 2007 June 30, 2006 Change
Current assets § 6,007,625 5,300,086 13.35 %
Capital assets, net 15358519 13,513,268 13.66 %
Total assets 21.366.144 18.813.355 13.57%
Current liabilities 215,507 394,365 -4535%
Long-term debt outstanding 237.285 189,595 25.15%
Total liabilities 452 792 583,960 -22.46%
Net assets:
Invested in capital assets,
net of related debt 15311,851 13,498,061 13.44%
Restricted 2,041,105 1,124 437 81.52%
Unrestricted 3.560.396 3.606.897 -1.29%
Total net assets $ 20,913,352 18,229,393 14.72%

The following are significant current year fransactions that have had an impact on the Statement of Net Assets:

The principal retirement of $6,535 of long-term debt.

Capital assets increased $1,845,250, mainly due to correction of errors and to depreciation expense.

Changes in net assets. The District’s total revenues for the fiscal year ended June 20, 2007 were $26,848,232. The total

cost of all programs and services was $25,990,919. The following table presents a summary of the changes in net assets for
the fiscal years ending June 30, 2007 and 2006, respectively.



_ ___Change in Net Assets Percentage
June 30, 2007 June 30, 2006 Change
Revenues;
Program revenues:
Charges for services $ 910,669 705,720 29.04%
Operating grants and contributions 4,545,588 4,996,319 -9.02%
General revenues;
Property taxes 2,352,723 2,207,026 6.60%
Grants and contributions not restricted 18,579,497 18,233,549 1.90%
Other 459,755 943,343 -51.26%
Total revennes 26,848.232 27,085,957 - .38%
Expenses:
Instruction 15,690,765 15,812,738 -077%
Support services 8,343,342 8,060,121 3.51%
Non-instructional 1,949,858 1,842,619 5.82%
Sixteenth section 6,613 58,594 -88.71%
Interest and other expense
on iong-term liabilities 341 3t.842 -98.93%
Total expenses 25990919 25 805914 0.72%
Increase (Decrease) in net assets 857,313 1,280,043 -33.02%
Net Assets, July 1 18,229.395 16,949,352 7.55%
Prior period adjustment 1,826,644
Net Assets, June 30 $20.933.352 18,229.385 14.72%

The following are significant current year transactions tbat have had an impact on the Statement of Activities:

In the Instructional area, the district purchased a Computer Intervention: Program called Fast ForWord, which we piloted at
Bettye Mae Jack Middle School in 2006-2007, and Test Prep Matenials. In Support Services, the district hired a teacher
facilitator to serve as a teacher/coach between classroom and principal for new and struggling teachers. In the Non-
[nstructional area, the district built a new fieldhouse at owr Lake Attendance Center.



Governmental activities. The following table presents the cost of five major District functional activities: instruction,
support services, non-instructional, sixteenth section and interest and other expenses on long-term debt for fiscal years ending
June 36, 2007 and 2006, respectively. The table also shows each function’s net cost {total cost less charges for services
generated by the aciivities and intergovernmental aid provided for specific programs). The net cost shows the financial
burden that was placed on the State and District’s taxpayers by each of these functions.

2007 2006

Total Net (Expense) Total Net (Expense)

Expenses Revenue Expenses Revenue

Ipstruction $15.,690,765 -13,305,299 15,812,738 -13,259,678

Support services 8,343,342 ~7,211,212 8,060,121 -6,908,107

Non-instructional 1,949 858 -11,197 1,842,619 154,346

Sixteenth section 6,613 -6,613 58,594 -58,594
[nterest and other expenses

on long-term liabilities 341 -341 31.842 -31,842

Total expenses $25,990,919 -20.534,662 25,805,914 -20,103.875

Net cost of governmental activities (320,534,662), was financed by general revenue, which is made up of primarily
property taxes ($2,352,723) and state revenue (518,080,341).

. Investment earnings accounted for $126,117 of funding.

FINANCIAL ANALYSIS OF THE DISTRICT’S FUNDS

As noted earlier, the District uses fupd accounting to ensure and demonsirate compliance with finance-related Jegal
requirements.

Governmental funds. The focus of the District’s goveremental funds is to provide information on current inflows, outflows
and balances of spendable resources. Such information is useful in assessing the District’s financing requirements. In

particular, uareserved fund balance may serve as a useful measure of the District’s net resources available for spending at the
end of the fiscal year.

The financial performance of the District as a whole is reflected in its governmental funds. As the District completed the
year, its governmenial funds reported a combined fund balance of £5,792,118, an increase of $1,018,128 due primarily to
more revenues than experditures. §5,454,699 or 94% of the fund balance constitutes unreserved and undesignated fund
balance, which is available for spending at the District’s discretion. The remaining tund balance of $337,419 or 6% is
reserved or designated fo indicate that it is not available for spending because it has already been committed.

The Geperai Fund is the prineipal operating fund of the District. The increase i fund balance in the General Fund for the

fiscal year was $1,152,613, a result of revenues outpacing expenditures. The fund balance of Other Governmental Funds
showed a decrease of $334,420 due primarily to the purchase of buses and reduction of debt.
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BUDGETARY HIGHLIGHTS
Qver the course of the vear, the District revised the annual operating budgert.

Gengeral fund revenues deciined $509,544, with the largest decrease, $387,381, in State sources. Anficipated debt financing

was not obtained, so support services, facilities acquisition and construction, and debt principal declined due to the reduction
of available resources.

Title I:A Basic, Title Il: A Improving Teacher Quality, and IDEA Part B funds didn’t receive the federal revenues the original
budget estimated, so services were scaled back to keep operations within the available rescurces.

Sixteenth S=ction Interest fund lease collections were lower than estimated due to late payments, and sale of timber was not

advised because the market price was low. Appraisal and survey costs, as well as supplies were affected by the reduction in
revepues.

A schedule showing the original and final budget amounts compared to the Disfrict’s actual financial activity for the General
Fund and other major special revenue funds is provided in this report as required supplementary information.

CAPITAL ASSETS AND DEBT ADMINISTRATION

Capital Assets. As of June 30, 2007, the District’s total capital assets were $24,536,112, including land, school buildings,
buses, other school vehicles and fumiture and equipment. This amount represents a decrease of $2,696,372 from the previous
year. The purchase of school buses and other mobile equipment amounted to $350,798 and deleted equipment totaled
$32,755. The Diswict made several adjustments to capital assets, including removing from reporied totals amowunts that did
not exceed thresholds described in the notes to the financial statements, Adjustments were also made for assets that had been
coded to the wrong category, and accumulated depreciation was adjusted for errors. Total accumulated depreciation as of

June 30, 2007 was $9,177,593 and total depreciation expense for the year was $588,261, resulting in total net assets of
$15,358,519.

Capital Assets,

Net of Depreciation Percentage
2007 2008 Change
Land $ 101,700 101,700 0%

Construction in progress 105,240
Buiidings 13,468,208 12,181,780 10.56%
Improvements otber than buildings 230,169 361,650 -36.36%
Maobile equipment 1,365,432 495,142 175.77%
Furniture and equipment 27,587 340,313 -91.89%
Leased property under capital lease 60,183 32,684 84.14%
Total $15.358,519 13,513,269 13.66%

Additional information of the District’s capital assets can be found in Note 4 on pages 29 and 30 of this report.

Debt Administration. At June 30, 2007, the District had $37,995 in a capital leases outstanding, of which $11,830 is due
within one year,

Qutstanding Debt Percentage
2007 2006 Change
MS Power capital lease 3 8,673 15,208 A2 97%
Obligations under capital lease 37,995
Compensated absences payable 190.617 174,387 0.31%
Total $§237.285 $189,595 25.15%

Additional information of the District’s Jong-term debt can be found in Note 5 on pages 30 and 31 of this report,
11



CURRENT ISSUES

The Scott County School District is financially stable. The District is proud of its community support of the public schools.
The District has committed itself to financial excellence for many years. The millage has remained unchanged for 5 years. In
addition, the District system of financial planning, budgeting and Internai financial controls are well regarded. The District
plans to continue its sound fiscal management to meet the challenges of the future.

Latest errollment figures indicate that student enroliment in the District will decline by 11 students. The budget for the next
fiscal year has taken into account this reduction in both funding and staffing needs.

CONTACTING THE DISTRICT’S FINANCIAL MANAGEMENT

If you have questions about this report, contact the Superintendent’s Office of the Scott County School District, 100 E. First
Street, Forest, MS 39074.

12
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SCOTT COUNTY SCHOOL DISTRICT
Statement of Net Assets
June 30, 2007

Assels

Cash and cash equivalents

Due from other governments

Due from agency funds

Other recezivables, net

Inventonies

Restricted assets

Capital assets, not being depreciated:
Land
Construction in progress

Capita) assets, net of accumulated
depreciaiion:
Buildings
Improvements other than buildings
Mobile equipment
Furmniture and equipment
Leased property under capital leases

Totat Assels

Liabilities

Accounlts payable and acerued liabilitics

Long-term liabilitics, due within one year
Capital related liabilities

Long-term liabilities. due beyond one year
Capital velated l1abilitics
Nor-capital related liabilities

Toial Liabililies

Net Agsets
Invested in capital assets, net of related debt
Restricled net assets:
Expendable:
School-based activitics
Capital improvements
Foresiry improvements
Unemployment benefits
Noa-expendable:
Sixteenth section
Unresiricted

Total Net Assets

Exhibit A

Governmental
Achivities

5,236,077
640,113
3.617
17,542
46,978
63,298

101,700
105,240

13,468,208
230,169
1,365,432
27,587
60,183

21,366,144

215,507
18,267

28,401
190,617

452,792

15,311,851

1,750,649
]
159,794
68,714

61,933
3,360,396

20,213,352

The notes to the financial statements are an integral part of this slatement.
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SCOTT COUNTY SCHOOL DISTRICT

Exhibit B
Statemenl of Activities
For the Year Ended June 30, 2007
Net {Expense)
Revenne and
Program Revenues Changes in Nel Assets
Operating
Charges for Grants and Governmental
Functions/Programs Expenses Services Contributions Activities
Governmental Activities:
instruction $ 15,690,765 508,472 1,876,994 (13,305,299)
Support services 8,343,342 1,132,130 (7,211,212)
Non-instruciional 1,949,458 402,197 1,336,464 {11,197
Sixteenth seclion 6,613 (6,613)
Interest on long-term liabilities 34) {341}
Total Governmental Activities 3 25,990,919 910,669 4,543,588 {20,534,662)

General Revenues:
Taxes:
General purpose levies

Unrestricled granis and contributions:

Stae

Federai
Unrestricted investment sarmings
Sixteenth section sources
Qther

Total General Revenucs

Change in Net Assels

Net Assels - Beginning
Prior period adjnstment

Net Assets - Ending

The notes 1o the financial statements are an integral part of this statement.
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2,352,723

18,080,341
499,156
126,117
134,530
199,108

21,391,975

857,313

18,229,395
1,826,644

20,913,352




91

T0ANES S JO 1ed (er8o1t U 2Me SIUSWAIBIS {RIDUBLL 3U) 0) S210U ),

6v9°TET0 C6EP68 8 181°1 696Cr QESLE T8LLII 6TE'8S6'C $
211°T6L°S 79Z2°658 FF8ISI] 0 0 ] AU
¢l Sl
ZLSE0L T 8787175 2 181°1
ALY ITA S ZIp'sL’e
£€6'19 ££6°19
PLGST FGL6S |
bI'R9 PIL°89
8.6y RL6'GF
1500 {E1°6E 0 696"y QEELE zeLLTI LIEL0T
¥To'szT P6°ST st 0EELE ZLEOTI £T6T
LOS'SIT ¢31'6 81% ] Lo ¥6£ 0T $
6¥9°TET 9 $6° 168 Y8 81y 696'CYy 0£E'LE TRLLYI 6TERCE'E $
L6 8L6'9Y
TrsLl hsLl
1#9°872 Zig'l zet L10°972
£11°09 AR A 696°TF 0€eLe LY 01780V
CLEBBLS £8P T8 066T91°1 T06'€TLS S
spun, spun,j puny 1833291 pumn;j pung Asend punq oiseq pany
ED»EEU}OO _SEEEO>OO Do_ﬁvum 50_ g ed <MQ_ kuzuwur—l m:_,,;ohn_Eﬁ vl um:,(r —.EMEQD
10 310 YeIL AN
spuny safegy
|
Y | i | !
1 ] . 1

s20UR[Rg PUN PUE SIN)IQEIT |KIOL,

$adueEg pun4 Mol
spun,f syvefory [enden
SPUN § INUIATY [RIdS
pung relaussy
w1 pauodar ‘paeudisapun
paalasarafy
sasodind puny Juauewa g
sasodind justusaotdun Anssioq
sigauaq TusAo darauy
ERTVTIEYSH|
10§ paalasyy
1S20UB[RY pUng

sanmiqer 0L
SpuURy IaU10 ©) a0(]
S3TT1GY)) panae pue sjqeded sjunoooy
SANIIGERLT

SFONVTVE ONNd ANV SHILIHTVIT

SI9S5Y [210[

SALI0UAL)
5L ‘S| qRAIINaL JAU10)

SPUTY IO WOM MN(]
SIUSWITLIZACS JIII0 WAg an(]
SiU2[BAIND2 USED PLR SBD)

SLASSV

LOOT 0¢ 2ung
SPUN,| [BIUSUNLE>A00N) - 192YS avuBleg

LOTRLSIA TOOHDIS ALNNOD L1GDS



SCOTT COUNTY SCHOOL DISTRICT

Exhibit C-1
Reconciliation of Governmental Funds Balance Sheet to the Statement of Net Assets
June 30, 2007
Amount
Total Fungd Balance - Governmental Funds h 5,792,118
Amounts reported for goverrunental activities in the Statement of Net Assets are
different because:
1. Capital assets are used in governmental activities and are not financial
resources and, therefore, are not reparied in the funds, net of
accumulated depreciation of $9,177,593, 15,358,519
2. Long-term liabilities are not duc and payable in the current pericd and,
therefore, are not reported in the funds. (237,285)

Total Net Assets - Governmental Activities § 20,913,352

The notes to the financial statements are an integral part of this statement.
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SCOTT COUNTY SCHOQOL DISTRICT

Reconciliation of the Governmental Funds Statement of Revenues,
Expenditures and Changes in Fund Balances to the Statement of Activities
For the Year Ended June 30, 2007

Net Change in Fund Balances - Governmental Funds

Amounts reported for governmental activities in the Statement
of Activities are different because:

1. Governmental funds report capital outlays as expenditures while governmental
activities report depreciation to allocate those expenditures over the life of the
assets. Capital assets purchased amounted to $300,787 and the depreciation expense
amounied 10 $588,261.

2. Debt proceeds provide cwrrent financial resources to governmentat funds, but
issuing debt increases long-term }iabilities in the statement of net assets. Repayment
of debt principal is an expenditure in the governmental funds, but the repayment
reduces long-term liabilities in the statement of net assets. Thus, the change in
net assets differs from the change in fund balances by the amount that debt
repayments § 6,535 were less than debi praceeds $37,995 .

3. Gains and losses on the sale or disposals of assets are not reported in the
governmental funds, but are reported in the Statement of Activities, net of
proceeds.

4. Increase (decrease) in the inventory is reported as an adjustment to fund
balance in the governmental funds, but noninstructional expenditures are

(decreased) increased in the Statement of Activities.

5. Expenses in the Statement of Activities not normally paid with expendable

availabie firancial resources are not reported as expenditures in the governmental
funds:

Compensated absences

Change in Net Assets of Governmental Activities

The notes to the financial statements are an integral part of this statement.
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Exhibit D-1

Amount

$ 1,018,128

(87,474)

(31,460)

(26,720)

1,069

(16,230)

§ _857313



SCOTT COUNTY SCHOOL DISTRICT

Statement of Fiduciary Assets And Liabilifies
June 30, 2007

Assets
Cash and cash equivalents

Total Assets

Liabilities
Due to other funds
Due to student clubs

Total Liabilities

The nates to the financial statements are an integral part of this statement.

Exhibit E

Agency
Funds

104,240

104,240

3,617

100,623

104,240
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SCOTT COUNTY SCHOOL DISTRICT

Notes to Financial Statements
Far the Year Ended June 30, 2007

Summary of Significant Accounting Policies.

The accompanying financial statements of the schoo! district have been prepared in conformity with generally
accepted accounting principles (GAAP) as prescribed by the Governmental Accounting Standards Board (GASB).
(GASR is the accepted standard-sesting body for governmental accounting and financial reporting principles. The
most significant of the school district’s accounting pelicies are described below.

A

Financial Reporting Entity,

For fnancial reporting purposes, the reporting entity includes all funds that are covered by the oversight
responsibility of the school district's governing board.

As defined by accounting principles generally accepted in the United States of America, the school district
is considered a "primary government.” The school district is governed by a five-member board to which
each member was elected by citizens of each defined county district.

Basis of Presentation.

The school distriet’s basic financial statements consist of government-wids statements, including a

Statement of Net Assets and a Statement of Activities, and fund financial statements, which provide a more
detailed level of financial information.

Government-wide Financial Statemenis:

The Statement of Net Assets and Statement of Activities display information about the schooi district as a
whole, They include ali funds of the reporting entity except for fiduciary funds, if applicable.

Governmental activities generally are financed through taxes, intergovernmental revenues angd other
nonexchange revenees.

The Statement of Net Assets presents the financial condition of the governmental activities of the school
district at year-end. The Government-wide Statement of Activities presents a comparison between direct
expenses and program revenues for each function or program of the schoot district’s governmental
activities. Direct expenses are those that are specifically associated with a service, program or department
and therefore clearly identifiable to a particular function. 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 aperational or capital requirements of a particular program. Revennes, which are not classified
as program revenues, are presented as general revenues of the school district, with certain limited
exceptions. The comparison of direct expenses with program revenues identifies the extent to which each
governmentat function is self-financing or draws firom the general revenues of the school district.

Fund Financial Statements.

Fund financial statements of the schoel district are organized into funds, each of which is considered to be
separate accounting entities, Each fund is accounted for by providing a separate set of self-balancing
accounts that constitute its assets, liabilities, fund equity, revenues and expenditures. Funds are organized

o two major categories: governmenial and fiduciary. An emphasis is placed on major funds within the
governmental category.
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SCOTT COUNTY SCHOOL DISTRICT

Notes to Financial Statements
For the Year Ended June 30, 2007

Measurement Focus and Basis of Accounting,

In the government-wide Statement of Ner Assets and Statement of Activities, governmental activities are
presented using the economic resources measurement focus and the accrual basis of accounting as are the
Fiduciary Fund financial statements. Revenues are recognized when earved and expenses are recorded
when the liability is incurred or economic asset used, regardless of when the related cash flow takes place.

In the fund financial statements, govemnmenta! funds are presented using the current financial resources
measurement focus and the modified acerual basis of accounting. Revenues are recognized when
“measurable and available”. Measurable means knowing or being able to reasonably estimate the amount,
Available means collectible within the current period or within sixty days afier year-end. Property taxes,
state appropriations and federal awards associated with the current fiscal period are all considered to be
susceptibie to accrual and have been recognized as revenues of the current fiscal period. Expenditures
(including capital outlay) are recorded when the related fund liability is incurred, except for general
opligation bond principal and interest which are reported when due.

The school district reports the following major governmental funds:

General Fund - This is the schoel district's primary operating fund. It accounts for all financial resources of
the school district, except those required to be accounted for in another fund.

Title -A Fund ~ This fund is used to account for revenues and expenditures of the federal program which is
used to improve the teaching and Jearning of children failing, or most at-risk of failing, to meet challenging
state’s academic standards. It allows the district to upgrade the school’s overall instructional program.

Title 11: Improving Teacher Quality Fund — This fund is used to account for funds received to increase the

number of highly qualified teachers and principals and to hold local educational agencies accountable for
improvements in student academic achievement.

[DEA Part B Fund — This fond is used to account for funds received from the “Individuals with Disabiiities
Education Act”, to provide a free appropriate public education to all children with disabilities.

Sixteenth Section Interest Fund — This fund serves to coliect expendable sixteenth section revenues from

various sixteenth section sources. Expendable revenues from this fund are transferred to the district’s
General Fund per specific statutory board order.

All other governmental finds not meeting the criteria established for major funds are presented in the other
governmental column of the fund financial statements.

Additionally, the school district reports the following fund types:

GOVERNMENTAL FUNDS

Special Revenve Funds - Special Revenue Funds are used to account for the proceeds of specific revenue
sources (other than major capital projects) that are legally restricted for specific expenditure purposes.

Capital Projects Funds - Capital Projects Funds are used to account for financial resources to be used for the
acquisition or construction of major capital facilities.

Debt Service Funds - Debt Service Funds are used to account for the accumulation of resources for, and the
payment of, general long-term debt principai, interest and related costs.
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SCOTT COUNTY SCHCOL DISTRICT
Notes to Financial Statementis

For the Year Ended June 30, 2007

Permanent Funds - Permanent Funds are used to account for resources that are legally restricted to the
extent that only earnings, and nof the principal, may be used for purposes that support the district’s
programs.

FIDUCIARY FUNDS

Agency Funds - Agency Funds are used to report resources held by the district in a purely custodial capacity
(assets equal liabilities) and do not invoive measurement of results of operations.

Account Classifications.

The account classifications used in the financial statements conform to the broad classifications
recommended in the Governmental Accounting, Auditing, and Financial Reporting as issued in 2005 by the
Governmeni Finance Officers Association and are consistent with the broad classifications recommended in
Financial Accounting for Local and State Schaol Systems, 2003 issued by the U.S. Department of
Education.

Encumbrances.

An encumbrance system is not maintained to account for commitments resulting from approved purchase
orders, work orders and contracts.

Cash and Cash Equivalents.

The schoo! district deposits excess funds in the financial institutions selected by the school board. State
statutes specify how these depositories are to be selected,

Cash and cash equivalents consist of amounts on deposit in demand accounts and certificates of deposit
with original maturities of three months or less. Cash and cash equivalents are valued at cost.

Investments.

The schoal district can invest its excess funds, as permitted by Section 29-3-113, Miss. Code Ann. (1972),
in interest-bearing deposits or other obligations of the types described in Section 27-105-33, Miss. Code
Ann. (1972), or in any other type investment in which any other agency, instrumentality or subdivision of
the state of Mississippi may invest, except that 100% of said funds are anthorized to be so invested.

For accounting purposes, certificates of deposit are classified as investments if they have an original
maturity greater than three months when acquired.

Investmentis are reported at fair value.
Inventories and Prepaid [tems.

Donated commodities are received from the USDA and are valued at USDA cost. Other inventories are
valued a1 cost (calculated on the first-in, first-out basis).

The costs of governmental fund 1ype inventories are reported as expenditures when purchased.

Prepaid items, such as prepaid insurance, are not reported for governmental fund types since the costs of
such items are accounted for as expenditures in the period of acquisition.

24



SCOTT COUNTY SCHOOL DISTRICT

Notes to Financial Statements
For the Year Ended June 30, 2007

Capital Assets.

Capital acquisition and construction are reflected as expenditures in the Governmental Fund statements

and the related assets are reported as capital assels in the governmental activities column in the
govermment-wide financiat statements.

Capital assets are reported at actual or estimated historical cost based on appraisals or defiated current
replacement cost. Confributed assets are reported at estimated fair value at the time received.

Capital assets exceeding the capitalization thresholds (dollar value above which asset acquisitions are added

to the capital asset accounts) and estimated useful lives of capital assets are reported in the government-
wide statements.

Depreciation is calculated on the straight-line basis for all assets, except land. The following schedule
details those thresholds.

Capitalization Estimated

Policy Useful Life

Land 3 0 0
Buildings 50,000 40 years
Building improvements 25,000 20 years
Improvements other than buildings 25,000 20 vears
Mobile equipment 5,000 5-10 years
Furniture and equipment 5,000 3-7 years
Leased property under capital leases * *

* The threshold amount will correspond with the amounts for the asset classifications, as listed.
See Note 4 for details.

Long-term Liabilities.

Long-term liabilities are the unmatured principal of bonds, warrants, notes, or other forms of noncurrent or
long-term general obligation indebtedness. Long-term liabilities are nat limited to liabilities from debt
issuances, but may also include liabilities on lease-purchase agreements and other commitments. In the
government-wide Statement of Net Assets, long-term debt and other {ong-term obligations are reported as
liabilities in the governmental activitics column. See Note 5 for details.

interfund Transactions and Balances.

Interfund transactions and balances are the result of timing differences between the date expenses/expenditures
occur and the date payments are made.

Short-term {due within one year} interfund loan receivables are reported as "due from other funds” and are
considered available expendable resources.

Transfers are used to (a) move revenues from the fund that statute or budget requires to collect to the fund
that statute or budget requires to expend them and to (b) use unrestricted revenues cotlected in the General
Fund to finance various programs accounted for in other funds in accordance with budgetary authorizations.

Interfund receivables and payables between funds within governmental activities are eliminated in the

Statement of Net Assets. See Note 3 for details for interfund transactions, including receivables and
pavables at year-end.
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SCOTT COUNTY SCHOOL DISTRICT

Notes to Financial Statements
For the Year Ended June 30, 2007

Equity Classifications.
Governmeni-wide Financiof Stalements:

Equity is clagsified as net assets and displayed in three components:

1. Invested in capital assets, net of related debt - Consists of capital assets including restricted capitat
assets, net of accurnulated depreciation and reduced by the outstanding balances of any bonds,

mortgages, notes or ather borrowings that are attributable to the acquisition, construction or
improvement of those assets,

2. Restricted net assels - Consisis of net assets with constraints placed on the use either by
(1) external groups such as creditors, grantors, contributors, or laws or regulations of other
governments; or (2} law through constitutional provisions or enabling legislation.

3. Unrestricted net assets - All other net assets that do net meet the definition of “restricted” or

“invested in capital assets, net of related debt.”

Fund Financial Statements:

Governmental fund equity is classified as fund balance. Fund balance is further classified as reserved and
unraserved, with unreserved classified as designated and undesignated.

Fund reserves are portions of fund equity that are legally segregated for a specific future use or are not
available for current operations. Fellowing is a description of fund reserves used by the district:

Reserved for inventory - An account that represents a portion of the fund balance which indicates that

inventories do not r¢present available spendable resources even though they are a component of net current
assets.

Reserved for unemployment benefits - An account thai represents a portion of the fund balance that is
legally restricted for the payment of nnemployment benefits.

Reserved for forestry improvement purposes - An account that represents a portion of the fund balance that
is legally restricted for improving sixteenth section forest lands,

Reserved for permanent fund purposes - An account that represents a portion of the fund balance that is
legally resiricted for investment purposes or borrowing by the school board for capital purposes.

Unreserved, undesignated - An account that represents the portion of fund balance that is expendable
available financial resources.



SCOTT COUNTY SCHOOL DISTRICT

Motes to Financial Statements
For the Year Ended June 30, 2007

Property Taxes.

Ad valorem property taxes are levied by the governing authority of the county en behalf of the school
district based upon an order adopted by the school board of the school district requesting an ad valorem tax
effort in doliars. Since the taxes are not levied and collected by the school district, the revenues to be

generated by the annual levies are not recognized until the taxes are actually collected by the tax levying
authority. :

Mississippi Adegquate Education Program Revenues.

Revenues from the adequate education program are appropriated on a fiscal year basis and are recorded at
the time the revenues are received from: the State of Mississippi.

Compensated Absences.

Employees of the school district accumulate sick leave at a minimur amount as required by slate law or at a
greater amount provided by school district policy. Some employees are allowed personal leave and/or
vacation leave in accordance with school district policy. The district pays for unused leave for emplovees
as required by Section 37-7-307(5), Miss. Code Ann. (1972).

The liability for these compensated absences is recorded as long-term liabilities in the governument-wide
statements. The current portion of this liabliity is estimated based on historical trends. In the fund financial
statements, governmental funds report the compensated absence liability payable from expendabie available
financial resources only if the payable has matured, for example, an employee retires.

Other Significant Accounting Policies.

The Debt Service Funds for long-term debt issued prior to April 15, 1986, under the provisions of

Section 37-59-101, Miss. Code Ann. (1972), et seq., and prior to March 3, 1987, under the provisions of
Section 37-59-1, Miss. Code Ann. {1972), et seq., are maintained by the governing authority of the county
and are not included in the government-wide financia} statements of the school district. The borrowing of
money by the issuance of the debt referred to above was a function of the governing authority of the ¢county
priorto April 15, 1986, or March 3, 1987, as the case may be.

In cur state, school boards and superintendents had no responsibility in connection with the debi issued

befare the dates referred to above. The payment of this debt is an obligation of the governing authority of
the county who is acting for the schoo} district.

In connection with any debt issued subsequent to the dates referred to above, the school board is
responsible for the issuance and maintenance of school district related debt.
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SCOTT COUNTY SCHOOL DISTRICT

Notes to Financial Statements
For the Year Ended June 30, 2007

Cash and Cash Equivalents.

The district follows the practice of aggregating the cash assets of various funds to maximize cash management
efficiency and returns. Restrictions on deposits are imposed by statutes as foliows:

Deposits. The schoot board must advertise and accept bids for depositories no less than once every three years as
required by Section 37-7-333, Miss. Code Ann, (1972). The collateral pledged for the school districts’ depesits in
financial institutions is held in the name of the State Treasurer under a program established by the Mississippi State
Legislature and is governed by Section 27-105-5, Miss. Code Ann. (1972). Under this program, the entity’s funds
are protected through a collaterat pool administered by the State Treasurer. Financial institutions holding deposits of
public funds must pledge securities as coltateral against those deposits. In the event of failure of a financial
institution, securities pledged by that institution would be liquidated by the State Treasurer to replace the public
deposits not covered by the Federal Deposit Insurance Corporation.

The carrying amount of the school district's deposits with financial institutions reported in the governmental funds
and fiduciary funds was $5,299,375 and $104,240, respectively. The carrying amount of deposits reported in the

government-wide financial statements was: cash and cash equivalents - $5,236,077 and restricted assets - $63,298.
The restricted assets represent the cash balance of the Sixteenth Section Principal Fund (Permanent Fund) which is

legally restricted and may not be used for purposes that support the district’s programs. The bank balance was
$7,762,428.

Custodial Credit Risk - Deposits. Custodial credit risk s defined as the risk that, In the event of the fatlure of a
financial institution, the district will not be able to recover deposits or collateral securities that are in the possession
of an outside party. The district does not have a deposit policy for custodial credit risk. However, the Mississippi
State Treasurer manages that risk on behalf of the district. Deposits above FDIC coverage are collateralized by the
pledging financial institutions trust department or agent in the name of the Mississippi State Treasurer on behalf of

the district. As of June 30, 2007, none of the disirict's bank balance of $7,762,428 was exposed to custodial credit
risk.

Interfund Transactions and Balances.

The following is a summary of interfund transactions and balances:

Al Due From/To Other Funds:
Due From Due To
Governmental Tunds:
General Fund 5 226,017 2,923
Title 1:A Basic 116,372
Title I%: Improving Teacher
Quality Fund 37,330
IDEA Part B 42,451
16th Section Interest Fund 1,312
Other Governomental Funds 1,312 25,948
Total Governmental Funds 228,641 225,024
Fiduciary Funds 3,617
Total $ 228,641 228,641

Interfund transfers were made to cover June expenditures in most of the above funds, and to pay for
expenditures that are also recgivables to be reimbursed by federal funds.
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SCOTT COUNTY SCHOOL DISTRICT

Notes to Financial Statements
For the Year Ended June 30, 2007

B. Transfers In/Out:
Fund ‘I'ransfers In
Governmental Funds:

General Fond $ 4,800
Title I: A Basic Fund 657

Title 11:A Tmproving Teacher
Quality Fund 23,631
IDEA Part B Fund 16,379
Other Governmental Funds 836,081
Total 3 881,548

Transfers Out

876,748
4,500

300

881,548

Transfers were primarily to the Vocational Education Fund from the General Fund for roufine operations.

(4) Capital Assets.

The following is a summary of changes in capital assets for povernmental activities:

Non-depreciable capital assets:

Land $

Construction in progress
Total non-depreciable capital assels

Depreciable capital assets:

Buildings

Improvements other than buildings

Mobite equipment

Furniture and equipment

Leased property under capilal lease
Total depreciable capital assets

Total assets

Less accumulaled depreciation for:

Buildings

Improvemenis other than buildings

Mobile equipment

Fumiture and equipment

Leased property under capital leases
Tolal accumulated depreciation

Total depreciable capitat assets, net

Governmental activities capital assets, net  $

Beginning Ending
Balance Balance
71120086 Addilions Deletions Adjustments 6/30/2007
101,700 101,760
105,240 105,240
101,700 105,240 o 0 206,940
19,889,537 (22,000) (184,142) 19,683,395
1,050,335 (308,587} 741,748
2,544,926 350,798 (32,753) 598,236 3,461,205
3,607,533 6,500 (144,486) (3,103,425) 366,522
38,453 37,849 76,302
27,130,784 395,547 {199.241) (2,997.918) 24,329,172
27,232,484 500,787 (199,24]) {2,997,918) 24,536,112
7,707,757 346.227 (1,838,797) 6,215,187
688,685 10,608 (187,714) 511,579
2,049,784 205,790 (29,480} {130,321) 2,095,773
3,267,220 18,745 {143,041) (2,803,989 338,935
5,769 6,891 3,459 16,119
13,719,213 588,261 (172,521) {4,957,362) 9,177,593
13,411,569 (i92,714) {26,720) 1,959,444 15,151,579
13,513,269 (87.474) {26,720) 1,959,444 15,358,519
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SCOTT COUNTY SCHOOQL DISTRICT

Notes te Financial Statements
For the Year Ended June 30, 2007

Depreciation expense was charged to the following governmental functions:

Amount

Instruction 3 352,957
Support services 217,657
Non-instructional 17,647
Total depreciation expense hY 588,261

The capital asseis above include $8,889,871 of buildings which have been valued at estimated historical cost. The

estimated historical cost was based on replacement cost multiplied by the consumer price index implicit price
deflator for the year of acquisition.

Several adjustments were made to capital assets, primarily to omit iteras below threshold amouwnts, as required by the
Mississippi Department of Education’s prescribed accounting procedures. Adjustments were also made to reclassify
from one category to another, and to adjust accumulated depreciation.

Commitments under construction contracts at June 30, 2007, are suimmarized as follows:

Required
Remaining Future
Commitment Financing
Lake Field House % 484,260
Scott Central Cafeteria 58,721
Total 3 542,981 0

(5) Long-term Liabilities.

The foliowing is a summary of changes in long-term liabilities and other obligations for governmental activities:

Amounts due
Balance Balance within one
172006 Additions Reductions 6/30/2007 year
A Obiligations under energy

efficiency lease $ 15,208 6,535 3.673 6,437
8.  Obligations under capital lease 37,995 37,995 11,830

C.  Compensaied absences payable 174,187 16,230 190,617
Totat $ 189,595 54,225 6,535 237,285 18,267
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SCOTT COUNTY SCHOOL DISTRICT

Notes to Fmancial Statements
For the Year Ended June 30, 2007

A. Obligations under energy efficiency lease.
The following is a schedule by years of the total payments due on this debi:

[nteresi and
Year Ending Maintenance
30-Jun Principal Charges Total
2008 $ 6,437 339 6,796
2009 2,236 78 2,314
Total $ 8,673 437 G110

An energy efficiency lease agreement dated November 7, 2001, was executed by and between the District,
the lessee, and Mississippi Power Company, the lessor.

The agreement authorized the borrowing of 338,453 for the purchase of energy efficiency equipment,
machinery, supplies, building modifications and other energy saving items. Payments of the lease shatl be
made from the Vocational Education Fund and not exceed ten (10) years. The District entered into this
energy efficiency lease agreement under the authority of Section 31-7-14, Miss. Code Anrn. (1972). Upos

written notice to the lessor, the fessee has the option of repaying the total amount due as set forth by the
agreement.

B. Qbligations under capital lease.

The school district has entered into a lease agreement as lessee for financing the acquisition of four copiers
ata cost of $37,995. This lease qualifies as a capital lease for accounting purposes.

Interest Issue Maturity Amount Amount
Description Rate Date Date Issued Outstanding
Four copiers 6.22% 571772007 &/15/2010 $ 37995 § 37,995
The following js a schedule by years of the total payments due on this debt:
Interest and
Year Ending Maintenance
30-lun Principal Charges Total
2003 $ 11,830 2,188 3 14,018
2009 11,640 1,300 12,940
2010 12,385 554 12,939
2011 2,140 17 2,157
Total $ 37,995 4,059 § 42,054

Compensated absences payable.

As more fully explained in Note 1(Q), compensated absences payable is adjusted on an annual basis as

required by Section 37-7-307(5), Miss. Code Ann. {1972). Compensated absences wiil be paid from the
fund from which the employees’ salaries were paid.
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SCOTT COUNTY SCHOOL DISTRICT

Notes to Financial Statements
For the Year Ended June 30, 2007

Defined Benefit Pension Plan.

Ptan Description. The school district contributes to the Public Employees' Retirement System of Mississippi
{PERS), a cast-sharing multiple-empfoyer defined benefit pension plan. PERS provides retirement and disability
benefits, annual cost-of-living adjustments, and death benefits to plan members and beneficiaries. Benefit provisions
are established by state law and may be amended only by the State of Mississippi Legislature. PERS issues a
publicly available finrancial report that includes financial statements and required supplementary information. That
report may be obtained by writing 1o Public Employees' Retirement System of Mississippi, PERS Building,

429 Mississippi Street, Jackson, MS 39201 or by calling {(601) 359-3589 or 1-800-444-PERS.

Funding Policy. PERS members are required to contribute 7.25% of their annual covered salary, and the schoot
district is required to contribute at an actuarially determined rate. The rate for the fiscal year ending June 30, 2007
was 11.30% of annual covered payroll. The coniribution requirernents of PERS members and employers are
established and may be amended only by the Siate of Mississippi Legislature. The school district's contributions ta
PERS for the fiscal years ending June 30, 2007, 2006 and 2005 were $1,659,530, $1,433,364 and $1,295,507,
respectively, which equaled the required contributions for each year.

Other Commitments.

Commitments under construction contracts are described in Note 4.

Sixteenth Section Lands.

Sixieenth section school lands, or lands granted in lieu thereof, constitute property heid in trust for the benefit of the
public schoals. The school board, under the general supervision of the Office of the Secretary of State, has control
and jurisdiction of said school trust lands and of all funds arising from any disposition thereof, [t is the duty of the
school board to manage the school trust lands and ail funds arising therefrom as trust property. Accordingly, the
board shall assure that adequate compensation is recetved for all uses of the trust lands, except for uses by the public
schools. The following are the future rental payments to be made to the school district for the use of school rust
lands. The future rental payments are from existing leases and do not anticipate renewals or new leases,

Year Ending

June 30 Amount
2008 3 107,896
2009 101,622
2010 08,114
2011 94,535
2012 92,794
2013 - 20617 1,550,452
2018 -2022 1,148,835
2023 - 2027 750,382
2028 - 2032 476.300
Thereafter 2,112,966
Total $ 6,533,896
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SCOTT COUNTY SCHOOL DISTRICT

Notes to Financial Statements
For the Year Ended June 30, 2007

{9) Prior Period Adjustments/Exhibits.

Exhibit B - Statement of Activilies

Explanation(s]
Accumulated depreciation was adjusted for primarily mabile

equipment $ 1,959,444
Adjustments to Exhibit D (below} {132,800)
Total $ 1,826,644
Exnibil D - Statement of Revenues, Expenditures, and Changes in Fund Balances
Major Funds Explanation(s)
General fung Claims payable was adjusted for prior year expendiiures % 8,388
Prior year receivables/revenues were overestimated (72,634)
Title A Improving Teacher
Quality fund Prior year receivablesirevenues were overestimated, due in
part to interfund acfivities corrections {18,484)
IDEA Part B fund Priar year receivablesfrevenues were overestimated {94,825)
16th Section [nterest fund Performance bonds payable was determined t0 have been
paid in a previous year 56,770
Other governmentai funds  Prior year recelvables/revenues were underestimated, dug in
part to interfund activities cerractions (12,0358)
Totai $_ (132,800)

This report has been reissued due to the discovery of some of the pricr period adjustments listed above. The
previously issued report had prior period adjusiments of $2,904,425 for Exhibit B and $50,228 for Exhibit D,

(10) Risk Management.

The schooti district is exposed to various risks of loss related to torts; theft of, damage to and destruction of assets;
errors and omissions; injuries to employees; and natural disasters. The district carries commercial insurance for

these risks. Settled claims resuiting from these insured risks have not exceeded commercial insurance coverage in
any of the past three fiscal years.
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SCOTT COUNTY SCHOOL DISTRICT

Nates to Financial Staternenis
For the Year Ended June 303 2007

e e e

Uncertainties.

In cases where a township is occupied by twe or more school districts, state law requires that available sixreenth
section funds shall be divided between the school districts tying wholly or partly within such townships in proportion
to the number of children enrolled and residing in each school district. In order to determine what pottions of
available sixteenth section funds are due to or from other school districts, the superintendent of each schoal district is
required to compile lists of such children in compliance with Section 29-3-121, Miss. Code Ann. (1972). Because
none of the school districts which share 1ownships with Scott County School District nor the Scott County Schoot

Disirici itself filed lists of children as required, no division of sixteenth section revenues has been accrued as a
recelvable or payable, as the case may be.

Of the townships Scott County School District shares with other school districts, Scott County School District has
control of seme of the sixteenth section property. A portion of the sixteenth section revenues (rents, leases, timber
sales, etc.) Scott County School District received on these sections may be due to other school districts. In addition,
on the other townships where another school district controls the sixteenth section property, Scott County School
District may be entitled to a portion of the sixteenth section revenues the other school districts received. Because
none of the school districts compiled and fited lists of children as state law requires in either the current year or in

preceding years, neither the amounts of any liabilities owed 1o other schoo! districts nor the amounts of any
receivables from other school districts can be determined.

Alternative School Consortium.

The school district entered into an Alternative Schoel Agreement dated July 1, 1994, creating a vocational
cooperative. This cooperative was created pursuant fo the provisions of Section 37-13-92 (6), Miss. Code Ann.
(1972), and approved by the Mississippi Department of Education and includes the Scott County School District,
Newton County School District, the Forest Municipal School District, the Newton Municipai School District.

Section 37-13-92 (), Miss. Code Ann. (1972), allows two or more adjacent school districts to enter into a contract
1o operate an alternative school program. The school board of the school district designated by the agreement as the
tead district will serve as the governing board of the alternative school program. Transportation for students

attending the alternative school program will be the responsibility of the individual schoo! district sending the
students.

The Newton County School District has been designated as the lead school diswrict for ihe cooperative, and the
operaiions of the consortium are included in its financial statements.
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SCOTT COUNTY SCHOOL DISTRICT

Notes to Financial Statements
For the Year Ended June 30, 2007

Vocational School Counsortium.

The school district entered into a Vocational Educational Agreement dated August 3, 1971, creating the Forest Scott
County Career and Technology Center., This center was created pursuant to the provisions of Section 37-31-73,

Miss. Code Ann. (1972), and approved by the Mississippi Department of Education. The center includes the Forest
Municipal School District and Scott County School District.

Section 37-31-73, Miss. Code Ann. (1972), authorizes the above noted entities to enter into an agreement that would
provide for the construction or operation of a regional vocational education center. Any such agreement should
provide for a designated fiscai agent, providing the method of financing the construction and operation of such

facilities, the manner in which such facilities are to be controlled and staffed and detait procedures for student
admission and transportation services for those students.

The following Statement of Revenues, Expenditures and Changes in Fund Balance is presented to detail the financial
activity of the Forest Scott County Career and Technology Center.

Staternent of Revenues, Expenditures and Changes in Fund Balance - Governmental Funds
For the Year Ended June 30, 2007

Amount

Revenues

Local sources
Tuition from other LEA's within the state:

Forest Municipal School District 3 165,545
State sources 362413
Federal sources 59,421

Total Revenues 587.37%

Expenditures

Salaries 841,738

Employee benefits 241,213

Purchased property services 37,948

Other purchased services 15,813

Supplies 36,167

Properly 48,415

Other 6,888

Total expenditures 1,228,180
Excess {Deficiency) of Revenues over Expenditures (640,801)
Other Financing Sources/Uses:

Transfers in 640,801
Nei Change in Fund Balarice 0
Fund Balance

Tuly 1, 2006 0

Tune 30, 2007 $ 4]
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Scott County School Districy
Budgetary Comparisons Schedule
General Fund

For the Year Ended June 30, 2007

Variances
Positive (Negative)
Budgered Amounts Actual Qriginal Final
—Ocgical _____ Final _(GAADBasis) ___ ftoFinal ____ o dctual
Revenues.
Local sources b3 3,043,307 2,912,404 3,012,898 {(130,203) 100,494
Stare sources 18,656,311 18,268,930 18,285,422 (387,381 16,492
Federal sources 490,416 499 156 496156 8,740 [4]
Tatal Revenues 22,100,034 21,680,490 _ 21,797476 (509,544) 116,986
Expenditures:
Thstruction 12,669,406 12,724.213 12,751,744 (54.807) {27,535}
Support services 7,743,082 7,072,434 7.116,150 670,648 {43,716)
Facilines acquisition and construction 500,000 110,240 110,240 389,760 0
Debt service
Principal 476,325 476,325 0
Total Expenditures 21,388.813 19,906,887 19,978,128 1,481,926 {71,251)
Excess (Deficiency) aof Revenues
over Fxpenditures 801,22] 1,773,603 1,819,338 972,382 45,735
Other Financing Sources (Uses),
[nception of capital lease 37.995 0 37.995
Insurance 1oss recovenes 167839 167,839 167,839 ]
Sale of ransporiation cguipment 1,600 (1,000) 0
Sale of other property 1,000 {1,000 0
Operating transfers in 2,662,093 1,740,258 4,300 (921,835) (1.735,458)
Other financing sources 44,656 1,137 (44,656) 1,137
Cperaling (ransters aut {675,000) {2,570,594) {876,748) (1,895,594) 1,693 844
lodirect gosts 102,604 102,604 {102,604}
Other financing uses (3,146.470) (611) (1,743) 3,145,859 {1,137
Total Other Financing Sources (LJses) ().112,721) {360,504} {666,725) 552,217 (106,221)
Net Change in Fund Balances {311,500 1,213,099 1,152,613 1,524,599 {60,486)
Fund Balances
July 1, 2006 2,662,643 2,662,645
Pror penod adjusiments {64,246) {64,246)
July 1, 2006, as resiated 0 0 2,598,399 2,598,399
Jung 30, 2007 Ay {311,500} 1,213,005 3,751,012 1,524,599 2,537,913

The notes 1o the required supplementary informaltion are an integral part of this stalement.
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Scott Courny School District
Budgctary Companison Schedule
Title 1A Basic Fund

For the Year £nded June 30, 2007

Revenues:
Federa) sources

Total Revenues

Expenditures.
Instruction
Support services
MNonipstructional services

Total Expenditures

Exeess (Deficiency) of Revenues
over Expenditures
Other Financing Sources {Uses).
Operating transfers in

Operating transfers out
Indirect costs
Qther financing uses

Total Qther Financing Sources (Uses)
Net Change in Fund Balances

Fund Balances:
duly 1, 2006

Iune 30, 2007

Budgeted Amotnts

Variances

Positive (Negative)

Actual Criginal Finz!
Original Final {GAAP Basis) to Final e Actugl
5 1,214,066 1,030.262 1,029,605 {183,300 (657)
1,214,066 1,030,262 1,029,605 {183,304} {657}
800,257 711,345 711,345 £8912 0
397,766 304,503 304,503 93,173 ]
11,543 9,824 0,824 1,719 0
1,209,566 1,025,762 1,025,762 183,804 0
4,500 4 500 3,843 Ji] (657)

0 0 657 4] 637

0 0 {4,500) (4,500}

0 1] 0 0

(4,500} 0 o 4,500 0
{4,500% 0 {3,843) 4,500 (3,843

0 4,500 ¢ 4,500 {4,500)

0 0 Q 0 O

Q 4,500 0 4,500 (4,500)

The notes to the required supplementary informalion arz an integral part of this statement,
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Seon County Schoot District

Budgetary Comparison Schedule

Title 1A Improving Teacher Quality Fund
For the Ycar Ended June 30, 2007

Revenues:
“ederal sources

Total Revenves

Expenditures
Insiruction
Support services

Total Expenditures

Excess (Deficiency) of Revenues
over Expenditures

Other Financing Sources {Uses):
Operating ransfers in

Total Gther Financing Sources (Uses)
Net Change in Fund Balances

Fund Balances:
luly 1, 2006
Prior pertod adjustments
June 30, 2007

Variances
Positive {(Negative)

Budgeted Amounis Actual Original Final
Oripinal Final _ {GAAP Bagis) to Final 10 Actyal
285,252 232,560 227,394 {52,692) (5,166)
285,252 232,560 227,394 (52,692) {3,166)
252,263 208,527 208,528 43,736 n

32,989 24,033 24,033 §.936 O
285,252 232,560 232,561 52,692 Kty
0 ] {5,167) 0 (5.167)

¢ 23,631 0 23,631

0 23,631 23,63)

0 ¢ 18,464 0 18,464

0 0 0 0 0

(i8,464) 0 (18 464)

0 0 0 a 0

The notes 10 the required supplementary information are an integral pary of this statement,
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Scott County Schoo) District
Budgetary Companson Schedule
IDEA Part B Fund

For the Year Ended June 30, 2007

Revenues
Federal sources

Tomal Revenues

Expenditures:
nstruction
Support services

Total Expenditures

Excess {Deliciency) of Revenues

over Expenditurgs

{ther Financing Sources (Usesy:
Operating transfers in

Total Cther Financing Sources {Uses)
Net Change in Fund Balances

Fund Balances:
Tuiy 1, 2006
Prior peniod adjustments
June 30, 2007

Budpeted Amounts

Variances

Positive (Negalive)

Actual Original Final
Original Final GAAP Basis to Final to Actual
704,077 625,631 14,077 {78,446) 18 446
704,077 623,631 704,077 {78,446) 78,446
444,458 388,893 389,161 55,565 {268)
259619 283,898 283,898 (24279 ]
704,077 672,791 673,059 31,286 {268)
0 {47,160} 31018 (47,160} 78178

0 16,379 16,379

0 16,379 16,379

0 (47,160) 47,397 (47.160) 94,557

0 0 47428 0 47428

{54.825) (94.823)

Y {47,160) ] {47.160) 47,160

The notes 1o the required sopplementary information ace an integral part of this statement.
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Scott County Sehool District
Budgetary Comparison Schedule
Sixteenth Section interest Fund
For the Year Ended June 30, 2007

Revenues:
Sixieenth seciion sourges

Total Revenues

Expenditures:
Siateenth section

Total Expenditures

Excess (Deficiency) of Revenues

over Expendilures

Other Financing Sources {Usesy
Other financing uses

Total Other Financing Sources (Uses)
Net Change in Fund Balances

Fund Balances:
July 1, 2006
Prior penod adjosunents
Tung 30, 2007

Variances
Positive (Negative)
Budgeted Amounls Actual Original Fina}
Original Final (GAAP Basis) to Final 19 Aclual
$ 288,853 116,988 134,530 {171,865) 17,542
288,833 116,988 134,530 {171,865) 17 542
18,000 457 456 17,543 ]
18,000 457 456 17,543 [
270,853 116,531 134,074 (154322) 17,543
{250,000y 0 0 250,000
{250,000} 0 250,000
20,853 116,531 134,074 95,678 17,543
0 0 991,600 0 991,000
56,770 36,770
§ 20,853 116,331 1,181,844 95,678 1,065,313

The notes to the required supplementary information are an integral part of this statement
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SCOTT COUNTY SCHOOL DISTRICT

Notes to the Required Supplementary Information
For the Year Fnded June 30, 2007

Budeetary Comparison Schedule

H Basis of Presentation.

The Budgetary Comparison Schedules present the original legally adopted budget, the final legally
adopted budget, the actual data on the GAAP Basis, and variances between the original bedget and the
final budget, and variances between the final budget and the actual data.

(2) Budget Amendments and Revisions.

The budget is adopted by the school board and filed with the taxing authority. Amendments can be
made on the approval of the school board. By statte, final budget revisions must be approved on or
before Ociober 15. A budgetary comparison is presented for the General Fund and each major Speciai

Revenue Fund consisient with accounting principles generally accepted in the United States of
America.
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Scott County School Distriet
Schedule of Expenditures of Federal Awards
For the Year Ended June 30, 2007

- Catalog of
‘ederal
Domestic
Assistance Federal
Federal Grantor/Pass Through Grantor/Pregram Title Number Expenditures

LS, Deparment of Agriculiure
Passed through Mississippi Depantment of Education:
- Non c¢ash assistance:

Food distribution 10.550 § 109,889

Child Nutntion Cluster:
- School break{ast program 10.553 361,912
MNational school lunch program 10.55% 1,053,578
Total child nutrition cluster 1,415,490
Schools and roads cluster: -
w8 Schools and roads - granis o states 10665 259,519
Total schools and roads cluster 259,519
Total U.S. Deparmment of Agricuitore 1,784,898

o

Federal Communications Commission

Administered through the Universal Service Administrative Company
The schools and libraries program of the vneversal service Tund I2LAXX 95,585
Total Federal Communications Commission 95.585

U8, Depariment of Education

ww Passed through Mississippi Depariment of Gducalion:
Special education ¢luster:

Special Education - Granis to Slates $4.027 717,213
Special Education - Preschool Grants 84.173 22.007

Total Special Education cluster 739,220

Title { Grants 1o Local Educational Agencics 84010 1,030,262

f  Career and Techmeal Education - Basic Grants 10 Stales 84.048 173,005
Education technology stale granis 84318 21,044
Teacher quality enhancement granls 84336 500
Transition fo teaching 84.350 168

" Literacy through School Libranes 84.364 18,169
Title If Language Instruction Grant 84.368 20,872
Title IT Improving Teacher Quality Siate Grans 84.367 232,560

s Safe and Drug Free Schools and Communities - Staie Grants 84,186 13,616
Rural education 84.358 107,851
Total 1,618,039

Total U, S. Department of Educaiion - 2,357,259

1), S, Department of Heaith and Fluman Services
*assed-through Mississippi Department of Health and Human Services:

¥4 Medical assistance program 93.778 _ 27,356
Total U. § Department of Health and Fluman Services 27,356
-
Total for All Federal Awards $ 4,265,098
1
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SCOTT COUNTY SCHOOL DISTRICT
Schedule of Expenditures of Federal Awards
For the Year Ended June 30, 2007 {Contipyed)

NOTES TO SCHEDULE

d

. This schedule was prepared using the same basis of accounting and the same significant accounting policies, as applicable,
used for the general purpose financial statements.

. The expenditure accounts include transfers out,
. The pass-through entilies did not assign idenlifying numbers to the schoo! district.

45



SCOTT COUNTY SCHOOL DISTRICT

Schedule of Instructional, Administrative and Other Expenditures - Governmental Funds

For the Year Ended June 30, 2007

instruction and

Other

Student Insirctional

General School
Expenditures Total Expenditures Administration Adminjstration Other
Salaries and fringe benefits £ 19,820,310 5,286,645 812,572 1,379,478 2,341,615
Other 6,047,789 1,964,583 419,853 71,116 3,562,237
Total $ 25,868,099 17,251,228 1,232,423 1,450,595 5,933,852
Total number of students* 3,821
Cost per student b 6,770 4,515 a2 380 1,553

For purposes of this schedule, the (ollowing columnar descriptions are applicable:

Instruction and Qther Student Instructional Expenditures ~ includes the activities dealing directly with the interaction between
teachers and students. Inucluded here are the activities of teachers, teachers aides or classroom assistanis of any type. (All the 1040,

2100, & 2200 functional codes).

General Administration — includes expenditures for the following funclions: Support Services - General Administration (2300s); and

Support Services - Business {2500s).

School Administration - includes expenditures for the following function: Support Services - School Administration (2400s).

Other - includes all expenditure functions not included in Instruction or Administration Categories.
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Windham and Lacey, PLLC

Certified Public Accountants

2708 Od Brandon Road Members:
Pearl, MS 39208 American [nstitute of CPAs
(601939-8676 Mississippi Sociciy of CPAs

INDEPENDENT AUDITOR'S REPORT
ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND COMPLIANCE AND OTHER MATTERS
BASED ON AN AUDIT OF THE FINANCIAL STATEMENTS
PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Superintendent and School Board
Scott County Schoo! District

We have audited the financial statements of the governmental activities, each major fund and the aggregaie
remaining fund information of the Scott County School District as of and for the year ended June 30, 2007, and have issued
our report thereon dated November 4, 2008, except for Note (9) as to which the date is September 15, 2009. 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.

internal Centrol Over Financial Reporting

in planning and performing our audit, we considered the school district's intermal control over financial reporting as a
basis for designing our auditing procedures for the purpose of expressing our opinions on the financial statements, but not for
the purpose of expressing an opision on the effectiveness of the school district’s internal control over financial reporting.

Accordingly, we do not express an opinion on the effectiveness of the school district’s internal control over financial
reporting.

Our consideration of internal control was for the limited purpose described in the preceding paragreph and would
not necessarily identify all deficiencies i internal control that might be significant deficiencies or material weaknesses,

However, as discussed below, we identified a certain deficiency in the internal control over financial reporting that we
consider to be a significant deficiency.

A control deficiency exists when the design or operation of a control does not allow management or empioyees, in
the normal course of performing their assigned functions, to prevent or detect misstatements on a timely basis, A significant
deficiency is a contre! deficiency, or combination of control deficiencies, that adversely atfects the school district’s ability to
initiate. anthorize, record, process, or report financial data reliably in accordance with generally accepted accounting
principles such that there is more than a remote tikelihood that a misstatement of the school disirict’s financizal statements that
is more than inconsequential will not be prevented or detected by the entity’s internal control. We consider the deficiency

described in the accompanying schedule of Findings and Questioned Costs as Finding 2007-01 to be a significant deficiency
in internal control cver financial reporting,
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A material weakness is a significant deficiency, or combination of significant deficiencies, that results in more than a
remote likelihood that material misstatement of the financial statements will not be prevented or detected by the school
district’s internal control.

Qur consideration of the internal control over financial reporting was for the Jimited purpose described in the
preceding paragraph of this section and would not necessarily identify all deficiencies in the iniernal control that might be

significant deficiencies or material wealmesses. However, of the significant deficiencies described above, we consider item
2007-01 to be a material weakness.

Compliance and Other Matjers

As part of obtaining reasonable assurance about whether the school district’s financial statements are free of material
misstatement, we performed tests of its compliance with certain provisions of faws, reguiations, contracts and grant
agreements, noncompliance with which could have a direct and material effect on the determination of financial statement
amounts. However, providing an opinien 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.

Scatt County School District’s response to the finding identified in our audit is described in the accompanying Auditee’s

Correciive Action Plan. We did not audit Scott County Schoel District’s responase and, accordingly, we express no opinion on
it.

This report is intended solely for the information and use of the school board and management, entities with
acereditation overview, and federal awarding agencies and pass-through entities and is not intended (o 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.

W lam and G .a,cr,g !?LLC

Windham and Lacey, PLLC
November 4, 2008, except for Note (9) as to which the date is September 15, 2009
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Windham and Lacey, PLLC

Certified Public Accountants

2708 Old Brandon Read

Members:
Pearl, MS 39208 American Instinute of CPAs
[6011939-8676 Mississippi Society of CPAs

INDEPENDENT AUDITOR'S REPORT
ON COMPLIANCE WITH REQUIREMENTS APPLICABLE TO
EACH MAJOR FEDERAL PROGRAM AND INTERNAL CONTROL OVER
COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133

Superintepndent and School Board
Scont County School District

Compliance

We have audited the compliance of the Scott Coumty School District with the types of compliance requirements
described in the U.8. Office of Management and Budget (OMB) Circular A-133 Compliance Supplement that are applicable
1o each of its major federal programs for the year ended June 30, 2007. The school district's major federal programs are
identified in the summary of auditor’s resuits section of the accompanying Schedule of Findings and Questioned Costs.
Compliance with the requirements of laws, regulations, contracts and grants applicable to each of its major federal programs

is the responsibility of the school district's management. Our responsibitity s to express an opinion or: the schoal 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 applicabie 1o financial audits contained in Governmeni Auditing Standards, issued by
the Comptroller General of the United States; and OMB Circular A-133, Audits of States, Local Governiments, 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 occwred. An audit inciudes examining, on a test basis, evidence about the
school 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 school district's compliance with those requirements.

1z our opinicn, Scott County School District complied, in al] material respects, with the requirements referred to
above that are applicable to each of its major federal programs for the year ended June 30, 2007.

50



Internal Control Over Compliance

The management of the Scott County School Disirict 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 school district's internal control over compliance with 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 an opinien on compliance, but not for the purpose of expressing an opinion on the effectiveness of

internal conirol over compliance. Accordingly, we do not express an opinion on the effectiveness of the school dismict’s
internal control over compliance.

A conirol deficiency in an entily’s internal control over compliance exists when the design or operation of a conirol
does not allow management or employees, in the normal course of perferming their assigned functions, to prevent or detect
noncompliance with a type of compliance requirement of a federal program on a timely basis. A significant deficiency is a
contro! deficiency, or a combination of control deficiencies, that adversely affects the entity’s ability to administer a federal
programs such that there is more than a remote likelihood that noncompliance with a type of compliance requirement of a
federal program that is more than inconsequential will not be prevented or detecied by the entity’s infernal control.

A material wealmess is a significant deficiency, or combination of significant deficiencies, that results in more than a

remote likelihood that material noncompliance with a type of compliance requirement of a federal program will not be
prevented or detected by the entity’s internal control.

Our consideration of the internal control over compliance was for the limited purpose described in the first paragraph
of this section and would not necessarily identify ail deficiencies in the internal control that might be significant deficiencies

or material weaknesses. 'We did not ideatify any deficiencies in internal control over compliance that we consider to be
material weaknesses, as defined above.

This report is intended solely for the information and use of the school board and management, others within the
entity with accreditation overview, and federal awarding agencies and pass-through entities 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.

Windham and Lacey, PLLC
November 4, 2008, except for Note (9) as to which the date is September 15, 2009
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Windham and Lacey, PLLC

Certified Public Accountants

2708 Old Brandon Road

Mermbers'
Peart, MS 30208 Aumerican Institute of CPAs
{601939-8676 Mississippi Sociely of CPAs

INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE WITH
STATE LAWS AND REGULATIONS

Superintendent and Scheol Board
Scott County School Disirict

We have audited the financial statements of the governmental activities, each major fund and the aggregate
remaining fund information of the Scott County School District as of and for the year ended June 30, 2007, which collectively
comprise Scoit County School District’s basic financial statements and have issued our report thereon dated
November 4, 2008, except for Note (9) as to which the date ig September 15, 2009, 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 Comptroiler General of the United States.

Section 37-9-18(3), Miss. Code Ann. (1972), states in part, “the auditor shall test to insure that the school district js
complying with the requirements of Section 37-6 1-33(3)(a)(iii), Miss. Code Ann. {1972), relating to classroom supply funds”.
As required by the state legal compliance audit program prescribed by the Office of the State Auditor, we have also
performed procedures to test compliance with certain other state laws and regulations. However, providing an opinion on

compliance with all state laws and regulations was not an objective of our audit and, accerdingly, we do not express such an
opinion.

The results of procedures performed to test compliance with the requirements of Section 37-61-33(3)(a)(iii), Miss.

Code Ann, (1972), disclosed no instances of noncompliance. The district reported $83,651 of classroom supply funds carried
over from previous years.

Section 37-9-18(3)(b), Miss. Cole Ann. (1972}, states in part, “the auditor shall test to insure correct and appropriaie coding

ar the funcricn level. The sudit must include a report showing the correct and appropriate functional level expenditure codes
in expenditures by the school district.”

The results of procedures performed to test compliance with the requirements of Section 37-9-18(3)(b), Miss. Code

Ann. (1972), disclosed no instances of noncompliance related to incorrect or inappropriate functional level expenditire
coding.

As required by the state legal compliance audit program prescribed by the Office of the State Auditor, we have also
performed procedures to test corpliance with certain other state laws and regulations. However, providing an cpinion on

compliance with all state laws and regulations was not an objective of our audit and, accordingly, we do not express such an
opinion.

The results of procedures performed to tesi compliance with certain other state laws and regulations and our audit of
the financial statements did not disclose any instances of noencompliance with other state laws and regulations.
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This report is intended solely for the information and use of the school board and management, entities with
accreditation overview, and federal awarding agencies and pass-through entities 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
limjted.

W pnd et and %WO‘ Pl

Windhami and Lacey, PLLC
November 4, 2008, except for Note {9) as to which the date is September 15, 2009
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SCOTT COUNTY SCHOOL DISTRICT

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
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SCOTT COUNTY SCHOOL DISTRICT

Schedule of Findings and Questioned Costs
For the Year Ended June 30, 2007

Section 1: Summary of Auditor's Results

Financial Statements:

2.

3.

Type of auditor’s report issued on the financial statements:
Material noncompliance relating to the financial statements?

Internal control aver financial reporting:
a. Material weaknesses identified?

b. Significant deficiencies identified that are not considered to be material
weaknesses?

Federal Awards:

Type of auditor’s report issued on compliance for major federal programs:

Intemal control over major programs:

a. Materiat weaknesses identified?
b. Significant deficiencies identified that are not considered to be material
weaknesses?

Any audit findings reported as required by Section ___ .510(a} of Circular A-}33?
Federal programs identified as major programs:

a. Child Nutrition Cluster
School Breakfast Program, CFDA #10.553
National School Lunch Program, CEFDA #10.555

b. Title 1 Grants to Local Educational Agencies, CFDA #84.010
c. Special Education Cluster;

Special Education-Grants to States, CFDA #84.027
Speciat Education-Preschool Grants, CFDA #84.173

The dollar threshold used o distinguish between type A and type B programs:

Auditee qualified as a low-risk auditee?

Prior fiscal year audit findings and questioned cost relative to federal awards which
would require the auditee to prepare a summary schedule of prior audit findings as
discussed in Section 315(b) of OMB Circular A-1337

55

Ungualified

No

Yes

Unqualified

$300,000

Yes



SCOTT COUNTY SCHOOL DISTRICT

Schedule of Findings and Questioned Costs
For the Year Ended June 30, 2007

Section 2; Financial Statement Findings

Sigmificant Deficiency — Material Weakness

2007-01 Finding

Internal controls should be jn place to ensure proper calculation and reporting of capital assets’ accumulated
depreciatien. The school district’s accumulated depreciation was overstated due to errors in calcuiations, which was
discovered when the District converted to a different software provider.

Recommendation

We recommend internal controls to be established to properly report accumulated depreciation of capital assets

Section 3; Federal Award Findings and Questioned Costs

The resuits of our tests did not disclose any findings and questioned costs related to the federal awards.

56



SCOTT COUNTY SCHOGL DISTRICT

AUDITEE’S CORRECTIVE ACTION PLAN



SCOTT COUNTY SCHOOLS
Frank McCunroy 100 FAST FIRST STREET, SUITE B
SUPERINTENDENT FOREST, MISSISSIPPI 39074
TELEPHONE: 601-469-3881
FACSHMILE: 601-469-3874

Financial & Compiiance Audit Division

As required by Section ___.315{c) of OMB Circular A-133, the Scolt County School District has
prepared and hereby submits the following corrective action plan for the findings included in the
Schedule of Findings and Questioned Costs for the year ended June 30, 2007:

Finding Corrective Action Plan Details
2007-01 a.

Name of Contact Person Responsible for Correclive Action:

Dianna Everett, Business Manager, 601-469-3881 ext. 204

b. Corractive Action Planned:

The District will insure that internal controls are established to properly
calculate and report accumulated depreciation of capital assets.

C. Anticipated Compietion Date:

The District corrected this noncompliznce immediately to insure that

capital assets’ accumulated depreciation is calculated and reported
properly.
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