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

Supernnlendent and School Board
Gulfport School District

We have audited the accompanying financial statements of the governmental activilies, each
majer fund, and the aggregate remaining fund information of the Gulfport School District as of and for the
year ended June 30, 2008, which collectively comprise the Gulfport School District's basic financial
statements as listed in the table of contents These financial statements are the responsibility of the
Gulfport Schoo! District's management. QOur responsibility s to express opinions on these financial
statements based on our audit,

We conducied our audit in accordance with auditing standards generally accepted in the United
Slales of America and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptrolier General of the United States Those standards reguire thai we ptan
and perform the audit to obtain reasonable assurance about whether the financial statements are free of
material misstatement. An audit includes examining, on a test basis evidence supporting the amounts
and disclosures in the financial statements. An audit also includes assessing the accounting principles
used and significant estmates made by management as well as evaluating the overall financial
slalement presentation We believe thal our audit provides a reasonable basis for our opinicns.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the respectlive financial position of the governmental activities, each major fund, and the aggregate
remaining fund information of the Gulfport School District, as of June 30, 2008, 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 Amenca.

In accordance with Government Auditing Standards, we have atso i1ssued our repornt dated May
17 2010, on our consideration of the Gulfport School District's internal control over financial reporting and
our tests of its comphance with certain provisions of laws, regulations, contracts and grant agreements
and olher matters. The purpose of that report 1s to describe the scope of our testing of internal contro!
over financial reporting and compliance and the results of that testing, and not to provide an opinion on
the internal contro! over financial reporting or cn compliance. That report is an integral part of an audit
performed In accordance with Governmen! Auditing Standards and should be considered in assessing
the resulls of our audit.



The Management’'s Discussion and Analysis on pages 7 thrcugh 13 and the Budgetary
Comparison Scheduie and corresponding notes on pages 41 through 45 are not a reguired part of the
basic financial statements but are supplementary information required by the Governmental Accounting
Standards Board. We have applied certain imited 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 statemenis that
collectively comprise the Gulfport School District's basic financial statements. The accompanying
Schedule of Expenditures of Federai Awards is presented for purposes of additional analysis as required
by U.S. Office of Management and Budget Circular A-133, Audits of Stafes, 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 additional analysis and is not a reguired part of the basic financial stalements. Such
information has been subjecled to the auditing procedures applied in the audit of the basic financia!
statements and, in our opinion, is fairly stated, in all material respects, in relation to the basic financial
slatements taken as a whole.

The other supplemental information section, which includes the Statement of Revenues,
Expenditures and Changes in Fund Baiances, General Fund, Last Four Years and the Statemeni of
Revenues, Expenditures and Changes in Fund Balances, All Governmental Funds, Last Four Years, is
presented for purposes of additional analysis as required by the Mississippi Department of Education and
15 not a required part of the basic financial statements. Such information has not been subjected to the
auditing procedures applied in the audit of the basic financial siatements and, accordingly, we express no
opinion on it.
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GULFPORT SCHOOL DISTRICT
MANAGEMENT'S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JUNE 30, 2008

The discussion and analysis of Guifport Scheol District's financial performance provides an overall
narrative review of the School District’'s financial activities for the year ended June 30, 2008, The intent of
this discussion and analysis is 10 look at the School District's performance as a whole; readers should
also review the noles to the basic financial statements and the financial statements io enhance ther
understanding of the School District's financial performance. information contained 10 this section s
qualified by the more detailed information contained eisewhere in this District's financial statements, noles
to financial statemenls and any accompanying materials. To the extent this discussion contains any
forward-looking statements of the Districl's plans, objeclives, expeclations and prospects, the actual
results could differ materially from those discussed herein,

FINANCIAL HIGHLIGHTS

s+ Tolal net assets for 2008 decreased $8 354,665, including a prior perod adjustment of
($277,870), which represents 26.2% decrease from fiscal year 2007 as a resull primarily from
construction efforts related to several post Hurricane Katrina renovation projects.

+ (General revenues amounted to 340,159,498 and §41,686,224, or 72.8% and 72.3% of all
revenues for fiscal years 2008 and 2007, respectively Program specific revenues in the form of
charges for services and granls and contributions accounted for $14,968,119, or 27.1% of tolal
revenues for 2008, and 515,940,864, or 27.7% of total revenues for 2007.

+ The District had $63,204 413 and $63,151,003 in expenses for fiscal years 2008 and 2007; only
$14,968,11% for 2008 and $15,940,964 for 2007 of these expenses was offset by program
specific charges for services, grants and contributtons. General revenues of $40,159,489 for
2008 and $41,686,224 for 2007 were not adequate to provide for these programs.

*  Among maijor funds, the General Fund had 342,128,466 in revenues and $48,854,076 in
expenditures for 2008, and $38,812,304 in revenues and $48,173,960 in expenditures in 2007
The General Fund's fund balance decreased by $5,295,370 from 2007 to 2008, and decreased
by $2,135,795, net of prior pericd adjustments from 2008 to 2007

+ Capital assets, net of accumulated depreciation, increased by $883,265 for 2008 and increased
by $8,804,967 for 2007 as a result of monies spent on capllalized renovations and construction
projects.

*» long-lerm deb! decreased by $381,620. which includes an increase of $48,534 in compensated
absences, for 2008 and increased by $3,834,789 for 2007 The decrease in 2008 was due to the
principal payments on outstanding long-term debl of $3418,154 and new debt issues of
$2,879,000.

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis is intended to serve as an introduction to the District's basic financial
statements The Disirict's basic financial slatements comprise three componenls 1) government-wide
financial statements, 2) [und financial statements, and 3) notes to the financial statements. This report
also conlains other suppiemental information in addition to the basic financial slatements themselves.



Government-wide Financial Statements. The government-wide financial statemenis are designed to
provide readers wilh a broad overview of the District's finances, in a manner similar 1o a private-sector
business. These statements are prepared using the accrual basis of accounting and inciude alt assets
and liabilities.

The Statement of Nel Assets presents information on all the District's assets and liabilities, wilh the
difference between the two reporied as net assets. Over time, increases or decreases in net assets may
serve as a useful indicator of whether the financial position of the District is improving or detericrating

The Statemen! of Activities presents information showing how the District's net assets changed during the
mosl recent fiscal year. All changes in net assets are reported as soon as the underlying event giving
nse fo the change occurs, regardless of the timing of related cash flows. Thus, revenues and expenses
are reported in this statemenl for some items that will only result in cash flows in future fiscal years.

The government-wide financial statements outline functions of the Districl that are principally supporied
by property taxes and intergovernmental revenues {governmental activities). The governmental activilies
of the District include instruction, support services, non-instructional, sixteenth section and interest on
long-term liabilities.

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 governmental 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. Governmental 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 Staiements provide a detailed short-term view of
the School Disirict's operations,

Because the focus of governmental funds is narrower than that of the government-wide financial
statements, il is useful to compare the information presented for governmenta! funds with similar
information presented for governmental activities in the government-wide financial statements.
By doing 50, readers may better understand the long-term impact of the District's current
financing decisions. The governmental fund’s balance sheet is reconciled to the statement of net
assets, and the governmental fund's stalement of revenues, expenditures, and changes in fund
baiances is reconciled to the statement of activities to faciiitaie this comparison between
governmental funds and governmental activities.

The District maintains individual governmental funds in accordance with the Financiat Accounling
Manual for Mississippi Public School Districts.  Information is presented separately in the
governmental fund's balance sheel and in the governmental fund's statement of revenues,
expenditures, and changes in fund balances for all major funds. All other non-major funds are
combined and presented in these reports as other governmental funds.

Fiduciary funds. Fiduciary funds are used lo account for resources held for the benefil of parties
outside the District. Fiduciary funds are not reflected in ithe government-wide financial stalements
because resources of those funds are not available to suppor 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 reporied in these funds are used for their intended purpose.
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Notes to the financial statements. The notes provide additional information thal is essential to a full
understanding of the data provided in the government-wide and fund financial statements. The noles to
the financial slatements can be found immediately following the basic financial statements.

Other information. [n addition fo the basic financial statements and accompanying notes, this report
also presents certain reguired supplemental 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.

Additionalty, a Schedule of Expenditures of Federal Awards as required by OMB Circular A-133 and a
Schedule of Instructional, Administrative and Other Expenditures for governmental funds can be found in

this report.

Also, included in the other suppiemental information section are the Statement of Revenuss,
Expenditures and Changes in Fund Balances, General Fund - Last Four Years and the Statement of
Revenues, Expenditures and Changes in Fund Balances, All Governmental Funds - Last Four Years
This information is presenied for purposes cof additional analysis as required by the Mississippi
Depariment of Education and is not a required part of the basic financial statements.

GOVERNMENT-WIDE FINANCIAL ANALYSIS

Net assets. Net assets may serve over time as a useful indicator of government's financial position. in
the case of the District, assets exceeded liabilities by $23,585,735 as of June 30, 2008.

Tne District's financial position is a product of several financial transactions including the net result of
actwities, the acquisition and payment of debt, the acquisition and disposal of capital assets and the
depreciation of capital assets.

Table 1 presents a summary of the District's net assets at June 30, 2008 and June 30, 2007,

Table 1
Condensed Staterment of Net Assets
Percentape
June 30,2008 June 30,2007 Change
Current assets b 10,437,414 § 20,567,009 (49.25) %
Capilal assets, net 47 660,733 46,767.468 1.91 %%
Total assels 58,098,147 67,334,477 {13.72) %
Current labilities 2,754,953 3,244,998 (15.10) %4
Long-lerm debt outstanding 31,757,459 32,149,079 ([.22) %
Tatal liabilities 34,512,412 35,394,077 (2.49) %
Net asscets:
Invested in capilal assels, net of
relared debt 32444117 28,884,032 1233 Y%
Restricied 2,428,167 6,772,347 (64.15) %
Unrestricted {11,286,549 (3,715,979 20373 %
Tatal net assets % 23,585,735 % 31.940.400 (26.16) %




The following are significant current year transactions that have had an impact on the Stalement of Net
Assels.

« Increasein net capital assets in the amount of $893,265.
* The principal retiremenl of $3,418,154 of long-lerm debt and new debt 1ssues of $2,975,000.

Changes in net assets. The District's total revenues for the fiscal years ended June 30, 2008 and June
30, 2007 were $55,127,618 and $57 627,188, respectively. The tolal cos! of all programs and services
was $63,204,413 for 2008 and $63,151,003 for 2007. Table 2 presents a summary of the changes in net
assets for the fiscal years ended June 30, 2008 and June 30, 2007

Table 2
Change(s) in Net Assets
Year Inded Year Ended Percentage
June 30, 2008 June 30,2007 Change
Revennes:

Program revenues:
Charges for services $ 1,653,031 & 5,469, 342 (69.92) %
Operating granis and contributions 13,314,188 10,441,622 2751 %

General revenues:
Property {and gaming}) laxes 17,793,047 15,937,875 11.64 %
Crants and coniributions not restricled 21,510,99% 24,033,040 {10.49) 2%
Invesiment eamings 387,046 884,170 (56.22) %
Sixteenth section sources 358,930 348,120 311 %
Other 109,478 483,019 (77.33) %
Total revennes 55,127,618 57,627,188 {(4.34) %

Expenses:

Instruetion 32,679,586 30,590,588 6.83 %
Support services 26,369,298 28,376,164 {7.07) %
Non-instructional 3,135,920 3,011,373 4.14 %
Interest and other expense on long-term liabilities 1,019,609 1,172,878 (13.07) %
Extraordinary itemn - 125,570 {100.00) %%
Total expens es 63,204,413 63,276,573 (0.11) %
Increase (Deerease) in net assets (8,076,795 (5.649.385) 42,97 Y%
Net Assets, July 1 31,940,400 37,351,951 {14.49) %
Yrior Period Adjustment(s) (277.870) 237,834 (216.83) %
Nel Asses Restated, July 1 31,662,530 37589785 (15.77) %%
Nel Assels,Junce 3¢ ¥ 21,585,735 & 31,940,400 (26.16) %

Governmental activities, The following table presents the cost of four major District functional activilies:
instruclion, supporl services, non-instructional, and interest on long-lerm debt The table also shows
each functional activity's nel cost {lotal cost less charges for services generated by the activities and
intergovernmental aid provided for specific programs). The net cost presents the financial burden that
was placed on the State and District's taxpayers by each of these functions.
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Table 3
Net Cost of Governmental Activities

Total Expenses Percentage
2008 2007 Change
Instruction 5 32,679,586 % 30,590,588 6.83 %
Support services 26,369,298 28,376,164 (7.07) %
Non-instructional 3,135,920 3,011,373 4.14 %
Interest on long-term liabilities 1,019,609 1,172,878 (13.07) %
Total expenses 5 63,204,413 § 63,151,003 0.08 %
Net {(Expense)} Revenue Percentagc
2008 2007 Change
Instruction 5 (22,155,716} § (21,855,541} 1.37 %
Suppor services (23,527,629) (24,302,925 (3.19) %
Non-instructional (1,533,340) 121,309 {1,364.00) %
Interest on long-term liabiities (1,019,609} (1,172,878) (13.07) %
Total net (expense) revenue ) (48,236,294) § (47,210,03%) 217 %

« Nel cost of governmental activities, ($48,236,294 and $47,210,038) was financed by general
revenue, which is made up of primarily property taxes of ($17,793,047 for 2008 and $15,637 875
for 2007} and state and federal revenues of ($21,510,898 for 2008 and $24,033,040 for 2007}. In
addition, there was $358,830 and $348,120 in Sixteenth Section sources for 2008 and 2007,
respectively.

s Investment earnings amounted to $387,046 for 2008 and $884,170 for 2007
FINANCIAL ANALYSIS OF THE DISTRICT'S FUNDS

As noted earlier, the District uses fund accounting to ensure and demonstrate compliance with finance-
related iegal requirements.

Governmental funds. The focus of the District's governmenlal funds is ic provide information on current
inflows, outfiows and balances of spendable resources. Such information is useful in assessing the
District's financing requirements. In paricular, unreserved 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 Districl
completed the year, its governmentat funds reported a combined fund bafance of $8 046,371 a decrease
of $9637,762, which Iincludes a decrease in inventory of $32,708 and a prior period adjustment of
{$239,164), due primarily to renovations and capital projects paid in the hurricane recovery process.
$2.815,762, or 35% of the fund balance represenls unreserved and undesignated fund balance, which is
available for spending at the District's discretion. The remaining fund balance of $5,230,608 or 65% s
reserved or destgnated to indicate that it 1s nol available for spending because it has already been

commitied.

The Generat Fund is the principal operating fund of the District. The decrease n fund balance In the
General Fund for the hscal year was $5,285,370. The fund balance of Other Governmental Funds
showed a decrease in the amount of $1,671,976, which includes a decrease in reserve for inventory of
$32 708, due primarily to a decrease in grants and contributions from federal and state sources.
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The increase (decrease) in the fund balances including the effect of prior period adjustments for the other
major funds were as foliows.

Major Fund increase {Decrease)
FEMA/MEMA FUND no Increase or decrease
School Construction Fund $ (977.220)
Insurance Loss Recovery $ (1,693,198)

BUDGETARY HIGHLIGHTS

A schedule showing the original and final budget amounts compared to the District's actual fiancial
activity for the General Fund and major special revenue funds is provided in this report as required
supplemental information. Local revenue budget was increased to reflect additional collections, while
state revenue budget decreased $886.052 due to less MAEP coliections. Expenditure budgets were
increased due to the expectation of an increase in original estimates. The District saved $1,444 689 in
overall expenditures compared to the amended budget. An additional amount borrowed from the
Community Disaster Loan in the amount of $2,900,000 was not budgeted

CAPITAL ASSETS AND DEBT ADMINISTRATION

Capital Assets. As of June 30, 2008, the District's total capital assets were §66,491,729, including land,
school buildings, building improvements, improvements other than buildings, buses, other school vehicles
and furniture and equipment. This amount represents an increase of $2.470,195 from 2007. Total
accumulated depreciation as of June 30, 2008, was $18,830,896, and total depreciation expense for the
year was $1,660,037, resulting in total net capital assets of $47,660,733.

Table 4
Capital Assets, Net of Depreciation

Percentage
June 30,2008 Jumne 30, 2007 Change

Land b 1,967,372 % 1,835,577 718 %
Construction in Progress 1,573,504 5,513,969 (70.39) Y%
Buildings 39,215,850 37,652,091 4.15 Y%
Building improvemenis 935,830 -

Improvements other than buiidings 2,797,190 1,037,349 169.71 %%
Mobile equipment 303,975 175,896 7282 %
Fumniture and cquipmenl 805,239 730,219 10.27 %
Leased propeny under capilal leases 61,167 22,367 173.47 %
Total ) 47,660,733 % 46,767,468 1.91 %

Additional information on the District's capital assels can be found in Note (4) included in this report
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Debt Administration. At June 30, 2008. the District had $31,757 459 in outstanding long-term debt, of
which $2,668,271 is due within one year. The liability for compensated absences increased from the prior
year.

Table &
Outstanding Long-Term Debt
Percentage
June 30,2008 June 30, 2007 Change
Genervalobligation bonds payable b 14,890,000 3 17,370,000 (1428) %
Three mill notes payable 258,281 308,191 (49.18) %
Shomfall notes payable 10,553,495 7,653,495 I7RY o
Obligations under capital leases 68,335 3,245 1202.86 %
Obligations under energy efficiency lense 5,541,563 6,214,897 (10.83) %
Compensaied absences payable 445,785 397,251 1222 %
Total 5 31,757,459 § 32,149,079 (1.22) Y%

Additicnal information on the District's fong-term debt can be found in Note (5) included in this report.

CURRENT ISS8UES

The Gulfport 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 Disirict's system of financial
planning, budgsting and internal financial controls is well regarded The Distnct plans to continue its
sound fiscal management to meet the challenges of the future.

The District actively pursues grant funding to supplement the iccal, siale and federal revenues.

Enroliment for the 2007-2008 year increased by 2.6 % to 5,158 students.
CONTACTING THE DISTRICT'S FINANCIAL MANAGEMENT

If you have guestions about this report, contact the Superiniendent’s Office of the Gulfport School District,
P.C Box 220, Gulfport, MS 39502.
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Gulfport School District
Stalement of Net Assets
June 30, 2008

Assets

Cash and cash equivalents

Due from other governments

Other receivables, net

inventories

Capital assets, nol being depreciated:
Land
Construclion in process

Capilal assets, net of accumulated
depreciation:
Buildings
Building improvemenls
Improvements other than buildings
Mobile equipment
Furniture and equipment
Leased propeny under capital leases

Total Assets

Liabiltlies
Accounts payable and accrued labilities
Unearned revenue
Interest payable on leng-term liabilities
Long-term liabilities, due within one year
Capilal related liabilities
Non-capital relaled liabilities
Long-term liabilites, due beyond one year
Capital related liabilities
Non-capital relaled liabilities

Total Liabilities

Nel Assets
Invested in capilal assets, nel of related debl
Restricted net assets.
Expendable.

School based activities
Debt service
Capilal improvements
Unemployment benefils

Unrestncted

Total Net Assets

The notes to the financial stalements are an integral parl of this statement

Exhibit A

Governmental
Activities

£,658,629
3,720,053
25,000
32,732

1,967,372
1,573,504

39,215,850
935,836
2,787,790
303,975
806,239
51167

58 098,147

1,578,023
813,020
363,910

1,872,220
796,051

13,344,396
15,744 792

34 512,412

32,444 117

869,200
567,028
793,258
197,781
{11,286,549)

23,585,735




Gulfport School Dislrict
Statement of Activities

For lhe Year Ended June 30, 2008

Program Revenues

Exhihbit B

Net {(Expense)
Revenue and
Changes in Net Assels

Operating Capilal
Charges for Grants and Grants and Governmental
Funclions/Programs Expenses Services Contributions Contributiens Activilies

Gaovernmenlel Actvilies:

Instruction $ (32,679,586) 245378 10,278,492 - (22,155,716}
Support sefvices {26,369,298) 730,734 2,110,935 - {23,527 629}
Non-inslructional {3,135,920) 677.819 924,761 - {1,533,340)
Interest on long-term liabilities {1.019,6809} - - - {1,015,609}

Tolal governmental aclivities $ (53,204,413} 1,653,931 13,314,188 - {48,236,294)

General Revenues'

Taxes:
General purpose levies
Deb purpose levies
Gaming

Unresincled grants and contributions’
Siale
Federal

Unresincled investment aarmngs

Sixteenth section sources

Clher

Total General Revenues

Change in Nel Assels
Mel Assets - Beginning
Prior perod adjustment

Net Assets - Beginning - Reslated

Netl Assels - Ending

The noles lo the finangial slalements are an inlegral part of this stalement

13,993,489
2047125
1752433

21,407,667
108,331
387,046
358,930
109,478

40,155,499

(6,076.795)

31,840,400
(277,670}

31,862,530

23,585,735
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Gulfport School District Exhibit C-1
Reconciliation of Governmental Funds Balance Sheet
to the Statement of Net Assets
June 30, 2008
Amount

Total Fund Balance - Governmental Funds $ 8,046,371
Amounts reported for governmental aclivities in the Statement of Net Assets are
different because:

Capital assets used in governmental activities are not current financial

resources and therefore are not reporied in this funds financial statement,

but are reported in the governmental activities of the Statement of Net 47,660,733

Assets.

Some liabilities, {such as Notes Payable, Capifal Lease Contract Payable,
Long-term Compensaled Absences, and Bonds Payabie), are not due and
payable 1n the current period and are not included in the fund financial
statements, but are inciuded in the governmental activities of the Statement
of Nel Assets.

Other long-term assets are not avaitable to pay for current-period expenditures
and therefore are deferred in the funds.

Net Assets of Governmenial Activities

The notes 1o the financial statements are an integral part of this statement.
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Gulfport School 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, 2008

Nel Change in Fund Balances - Governmental Funds

Armounts reported for Governmental Activities in the Statement of Activities
are different because:

Governmental funds repert capital cutlays as expenditures while governmental
activities report depreciation to allocate those expenditures over the life of the
assels. Capital assel purchases amounted 10 $2,599,879 and the depreciation
expense amounfed to $1,660,037.

Proceeds of long-term liabilities are reported in the governmental funds, but nol in
the Slatement of Aclivilies.

Payment of principal on long-term debt liabilities is reported as an expenditure in the
governmental funds, but the payment reduces long-term liabilities in the
Statement of Activities.

Expenses in the Statement of Activities not normally paid with expendable availabie
financial resources are not reported as expenditures in the governmental funds:
Compensated absences

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.

Governmental funds recegnize inleres! on long-term debt when it becomes due,
however, ihe Statement of Aclivities recognizes interest as it accrues regardless of
when it becomes due.

Decrease in the invenlory is reported as an adjustment to fund balance
in the governmental funds, but noninstructional expenditures are increased in
the Stalement of Activities.

Change in net assets of governmental activities

The notes to the financial statements are an integral part of this stalement.
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Arnount

$ (9365890

933,842

(2,879,000)

3,419,154

(48,534)

(7.871)

{1,788}

(32,708)

$ __ (8.076,795)

.. & o Lo 0. M Rl b K. L.

ho... K k.

[ .

..



GULFPORT SCHOOL DISTICT Exhibit E
Statement of Fiduciary Assets and Liabilities
June 30, 2008

Agency Funds

Assets
Cash and cash equivalents $ 3,062 570
Due from other governments 28,140
Due fram other funds 1,161
Total Assets 3 3,091,871
Liabilities
Accounts payable and accrued liabilities 3 2,785,825
Due to other funds 51,586
Due to student clubs 229,480
Advances from other funds 25,000
Total Liabilities 3 3,091,871

The notes to the financial statemenls are an integral part of this statement,
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GULFPORT SCHOOL DISTRICT
Notes to Financial Statements
For the Year Ended June 30, 2008

Summary of Significant Accounting Palicies.

The accompanying financial slatements of lhe scheot district have been prepared in conformity
with generally accepted accounting principles {GAAP) as prescribed by the Governmental
Accounting Standards Board (GASB). GAS3SB is the accepted standard-setting body for
governmental accounting and financial reporting principles. The most significant of the school
district's accounting pelicies are described below.

A.

Financiaf Reporting Entity.

As defined by accounting principles generally accepted in the United States of America,
the school district is considered an "other stand-alone government.” The school district is
a relaled organization of, bul not a comporent unit of, the city of Guifport since the
governing authority of the city selects a majority of the school district's board but does not
have financial accouniability for the school district

For financial reporting purposes, Gulfport School District has inciuded all funds and
organizations The District has also censidered all petential component units for which il
is financially accountable and other organizaticns for which the nature and significance of
their relationship with the District are such that exclusion would cause the District's
financial slatements to be misleading or incomplete. The Governmental Accounting
Standards Beard has set forth criteria to be considered in delermining financial
accountability. These criteria include appointing a voting majority of an organization's
governing body and (1) the ability of the District {o impose its will on that organization or
(2) the potential for the organization to provide specific benefits to or impose specific
financial burdens on the District.

Basis of Prasentation.
Governmeni-wide Financial Statements:

The Statement of Net Assets and the Statement of Activities report information on all of
the nonfiduciary activities of the District. For the most part, the effect of interfund activity
has been removed from these statements. Governmental activities, which normally are
supported by tax and intergovernmental revenues, are reported separately from business
type aclivities, which rely to a significant extent on fees and charges for support.

The Statement of Net Assets presents the District’s nonfiduciary assets and liabililies,
with the difference reported as net assets. Net assets are reported in three categories:

1. Invested in capital assets, net of related debt consists of capital assets, net of
accumulated depreciation and reduced by outstanding balances for bonds, notes
and other debt attributable to the acquisition, construction or improvement of
those assels.

2. Reslricled net assets result when constraints placed on nel asset use are etther
externally imposed or imposed by law through constitutional provisions or
enabling legislation.

3. Unrestricted net assets consist of net assets not meeting the definition of the two

preceding categories  Unrestricled net assels oflen have constraints aon
resources imposed by management which can be removed or modified.
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GULFPORT SCHOOL DISTRICT
Notes to Financial Statements (Continued)
For the Year Ended June 30, 2008

The Statement of Activilies demonstrates the degree to which the direct expenses of a
given function or segment is offset by program revenues. Direct expenses are {hose
clearly 1denlifiable with a specific function. Program revenues include 1) charges to
customers or applicants who purchase, use, or directly benefit from goods, services, or
privileges provided by a given function and 2) grants, contributions and interest restricted
to meeting the operational or capital requirements of a particular function. Property tax
and other items not properly included among program revenues are reported instead as
general revenues.

Fund Financial Slatements:

Separate financial statements are provided for governmental and fiduciary funds, even
though the latter are excluded from the government-wide financial staiements. Major
individual governmental funds are reported as separate columns in the fund financial
stafernents. All remaining governmental funds are aggregated and reporied as other
governmental funds.

The schoot district reports the following major governmental funds:

General Fund - This is the school district’'s primary operating fund. All general
tax revenues and other revenues not allocated by law or contractual agreement
fo some other fund are accounted for in this fund. From the fund are paid the
general operating expenditures, including insiructional, support, and other costs.

FEMA/MEMA Grant Fund — This Special Revenue Fund !s used to account for
the Federal funds that were available as resuit of Hurricane Katrina to assist with
repairs, renovations, and construction that were not covered by insurance.

School Construction Fund — This Capital Project Fund is used to account for
construction of school district buildings and facilities.

insurance Recovery Fund = This Capital Project Fund is used to account for the
financial resources received and spent from the insurance procaeds received for
the damage incurred during Hurricane Katrina on August 29, 2005.

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

Additionally, the school district reports the following fund types:

GOVERNMENTAL FUND TYPES

Special Revenue Funds - Special Revenue Funds are usad to account for the proceeds
of specific revenue sources (othar than major capital projects} that are legally restricted

for specific expenditure purposes.

Capital Projects Funds - Capital Projects Funds are used io 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 deb! principal, interest and related
costs.
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GULFPORT SCHOOL DISTRICT
Notes to Financial Statements (Continued)
For the Year Ended June 30, 2008

FIDUCIARY FUNDS

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

Measuremenl Focus and Basis of Accounting.

In the government-wide Statemenl of Net Assets and Slatement of Aclivities,
governmental activities are presenled using the economic resources measurement focus
and the accrual basis of accounting as are the Fiduciary Fund financial statements.
Revenues are recorded when earned and expenses are recorded when a liability is
incurred or economic asset used, regardless of the timing of the related cash flows
Grants and similar items are recognized as revenue as soon as all eligibility requirements
Imposed by the provider have been mel.

Governmental fund financial slalements are reporied using the current financial
resources measurement focus and the modified accrual basis of accounting. Revenues
are recognized as soon as they are both measurable and availabie. Measurable means
knowing or being able to reasonably estimate the amounl. Revenues are considered to
be avaiiable when they are collectible within the current peried or soon enough thereafter
io pay liabilities of the current period. For this purpose, the government considers
revenues to be available If they are collected within 60 days after year end. Expenditures
{including capital outlay) are reccrded when the related fund liability is incurred, as under
accrual accounting. However, debt service expenditures, as well as expenditures related
to compensated absences and judgments, are recorded only when payment is due.

Federal grants and assistance awards made on the basis of entillement periods are
recorded as receivables and revenues when enlitiement occurs. Federal reimbursement
type grants are recorded as revenues when the related expenditures are recognized.
Use of grant resources s condilioned upon compliance with terms of the grant
agreements and applicable federal regulations, which include subjecting grants to
financial and compliance audits.

Property tax, intergovernmental revenues (shared revenues, grants and reimbursements
from other governments) and interest assccialed with the current fiscal period are all
considered to be susceptible to accrual.

Ad valorem property taxes are levied by the governing authority of the cily on behalf of
the school districl based upon an order adopted by the school board of the school district
requesting an ad valorem tax effort in dollars.  Since the taxés are not levied and
collected by the school district, the revenues ic be generated by the annual levies are not
recognized until the taxes are aclually collected by the lax levying authority.

Capital asset acquisitions are reporled as expenditures in governmental funds Proceeds
of general long-ierm debl and acquisitions under capital ieases are reported as other
financing sources

Under the terms ol grant agreemenls, the District funds cerlain programs by a
combination of specific cosl-reimbursement grants and general revenues Thus, when
program expenses are incurred, there are both restricted and unrestricled nef assets
available to finance the program. It 1s the Disirict's policy to first apply cost-
reimbursement grant resources to such programs and then general revenues



GULFPORT SCHOOL DISTRICT
Ngtes to Financial Statements (Continued)
For the Year Ended June 30, 2008

The effect of interfund activity has been eliminated from the government-wide
statements.

Revenues from the Mississippi Adequate Education Program Revenues are appropriated
on a fiscal year basijs and are recorded at the time the revenues are received from the
State of Mississippi.

Account Classifications.

The account ciassifications used in the financial statements conform io the broad
classifications recommended in Governmental Accounting, Auditing, and Financial
Reporting as issued in 2005 by the Government Finance Officers Association and are
consisient with the broad classifications recommended in Financial Accounting for Local
and State School Systems, 2003 issued by the U.S. Depariment of Education.

Encumbrances.

An encumbrance system Is ngt maintained to account for commitments resulting from
approved purchase grders, work orders and contracts.

Assets, liabilities, and net assets or eguity
1. Cash, Cash eguivalents and Investments
Cash and cash eguivalents.

The district’'s cash and cash eguivalents are considered to be cash on hand,
demand deposits, and shari-term investments with original maturities of three
months or less from the date of acguisition. The school district deposits
excess funds in the financial institutions selected by the school board. State
statutes specify how these depositeries are to be selected.

Investments.

The school district can invest its excess funds, as permitted by Section 28-3-113,
Miss. Code Ann. (1972}, in interest-bearing deposits or other obligations of the
types described in Sechon 27-105-33, Miss. Code Ann. (1872}, 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 authorized to
be s0 invested.

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

2. Receivables and payahles

Actwvities between funds that are representative of lending/borrowing
arrangements outstanding at the end of the fiscal year are referred {0 as either
“due to/from other funds™ (1.e., the current portion of interfund loans) or “advances
to/from other funds"(i.e. the non-current portion of interfund loans). All other
outslanding balances between funds are reported as "due lo/from other funds.”
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GULFPORT SCHOOL DISTRICT
Notes to Financial Statements {Continued)
For the Year Ended June 30, 2008

Advances between funds, as reported in the fund financial statements, are offset
by a fund balance reserve account in applicable governmental funds to indicate
that they are nol available for appropriation and are not expendable available
financial resources.

Due from Other Governments

Due from other governmenis represents amounis due from the Stale of
Mississippi, and varicus grants and reimbursements from other governments.

Inventories and Prepaid Items.

Donated commodities are received from the USDA and are valued at USDA cosl
Other inventories are valued at cost (calculated on the first-in, firsl-out basis).
The costs of governmental fund type inveniories are reported as expenditures
when purchased.

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

Capital Assets.

Capital assets, which include property, plant, furniture and equipment, are
reported in the applicable governmental or business type activities columns in the
government-wide Statement of Net Assets. Capital assets are recorded al
historical cosl or estimated historical cost based on appraisals or deflated current
replacement cost. Donaled capital assels are recorded at estimated fair market
value at the date of donation. The costs of normal maintenance and repair that
do not add to the value of the asset or materially extend asset lives are nol
capitalized. Capital assets are defined by the District as assets with an initial,
individual cost in excess of the thresholds in the fellowing table and estimated
useful lives in excess of two years.

Capital acquisition and construction are reflected as expenditures in the
Governmental Fund slatements and the related assets are reported as capital
assets in lhe governmenial activities column in the gevernment-wide financial
statements.

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

Capitahzation Estimaled

Policy Useful Life
Land ¥ 0 0
Buildings 50,000 40 years
Building improvements 25,000 20 years
Improvements other lhan buildings 25,000 20 years
Mobile equipment 5.000 5-10 years
Furniture and equipmert 5000 3-7 years

Leased property under capital leases

{*y The threshold amount will correspond with the amounis for the asset
classifications, as isled See Note 4 for delails.
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GULFPORT SCHOOL DISTRICT
Notes 10 Financial Statements (Continued)
For the Year Ended June 30, 2008

Compensated Absences.

Employees of the school district accumulate sick leave at a minimum amount as
required by state law. A greater amoun{ may be provided by school districl policy
provided that il does not exceed the provisions for leave as provided in Sections
25-3-93 and 25-3-5. Some empioyees are allowed personal leave and/or
vacation leave in accordance with school district policy. The district pays for
unused leave for employees as required by Section 37-7-307(5), Miss. Code
Ann. (1972).

The liability for these compensaled absences is recorded as long-term liabililies
in the government-wide statements. The current portion of this liability is
estimated based on historical trands In the fund financial statements,
governmental funds report the compensated absence liability payable from
expendable available financial resources only If the payabie has matured, for
exampie, an employee retires.

Long-term Liabilities, Deferred Debt Expense, and Bond Discounts/Premiums.

in the government-wide financial statements, outslanding debt is reported as
liabilities. Bond issue cost, bond discounts or premiums, and the difference
between reacquisition price and the net carrying value of refunded debt are
capitalized and amortized over the terms of the respective bonds using a method
that approximates the effective interest method.

The governmental fund financial statements recognize the proceeds of debt and
premiums as other financing sources of the current period. Issuance costs are
reported as expenditures. See Note 5 for details.

Fund equity.

in the fund financial statements, governmental funds report reservations of fund
balance for amounts that are nol available for appropriation or are legally
restricted by outside parties for use for a specific purpose. Designations of fund
balance represent tentative management plans that are subject o change.

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

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

Reserved for advances - An account used to offset advances recorded in
the asset accounts since they do nol constitute available spendable
resources and are not a component of net current assets.

Reserved for inventory - An account that represents a portion of the fund
balance which indicates thal invenlories do nol represent available
spendable resources even though they are a component of net currenl
assets.
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GULFPORT SCHOOL DISTRICT
Notes {a Financial Slalements (Continved)
For the Year Ended June 30, 2008

Reserved for debt service - An accounl that represents that portion of fund
balance in the Debt Service Fund which was legally restricted and not availabie
for spending for any other purpose than that for which it is restricled.

Reserved for capital projects - An accounl that represents that portion of fund
balance in the Capital Projects Fund which was legally restncled and not
available for spending for any other purpose than that for which 1t is restricted.

Reserved for unemployment benefits - An account thal represents a portion of
the fund balance that s legally resthcled for the payment of unemploymenl
benefits.

Unreserved, undesignated - an account that represents the portion of fund
balance thal is expendable avallable financia! resources.

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 deposiis are imposed by statutes as follows

Deposits. The school 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’ depaosits 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. {1872). Under this program, the entity's funds are protected
through a collateral pool administered by the State Treasurer. Financial institutions hoiding
deposits of public funds must pledge securities as collateral againsl those deposits. in the event
of faiiure of a financial institution, securities pledged by that insfitution would be liquidated by the
State Treasurer to replace the public deposils not covered by the Federal Deposil Insurance
Corporation.

The carrying amount of the schoa! district's deposits with financial institutions reported in the
governmental funds and fiduciary funds was $6,659,629 and §3,062,5670, respectively. The
carrying amount of deposits reported in the governmenl-wide financial statements was: cash and
cash equivalents of $8,659,629. The bank balance was $8,753,805.

Cuslodial Credit Risk - Deposits. Custodial credit risk 1s defined as the nisk that, in the even! of
the failure of a financial institution, the distnct will not be able to recover deposits or collateral
securities thal 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 colialeralized by the pledging financial
institutions trus! departmenl or agent in the name of the Mississippi State Treasurer on behalf of
the district.
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GULFPORT SCHOOL DISTRICT
Notes to Financial Slatements {Conitnued)
For the Year Ended June 30, 2008
{3) Interfund Receivables, Payables and Transfers.

The following is a summary of interfund transactions and balances:

A Due From/To Other Funds.
Receivable Fund Payabie Fund Amount

General Fund FEMA/MEMA Fund 3 4,981

Other governmental funds 164,556

Fiduciary funds 51,586
School Construction Fund Insurance Recovery Fund 217,618
Insurance Recovery Fund General Fund 500,000

FEMA/MEMA Fund 1,805,588
Other governmental funds General Fund 65,418
Fiduciary funds General Fund 1,161
Total $ 2,810,908

During the course of the school year, cerain expendiiures were paid on a reimbursement
basis requiring the district to borrow monies at year-end from the General Fund in order
to prevent a deficit cash balance in certain funds. During the year, the district loaned
tnsurance Recovery monies 10 the FEMA/MEMA Fund until federal reimbursement can

be received.
B. Advances To/From Other Funds.
Receivabie Fund Payable Fund Amount
General Fund School Construction Fund $ 2,000,000
Insurance Recovery Fund 1,250,000
Fiduciary funds 25,000
Total $ 3,275,000

These advances resulted from construction projects needing monies until
reimbursements are received from various granting agencies. Also, the General Fund
advanced the Payroll Clearing Fund and Accounts Payable Fund (Fiduciary Funds)
montes {o maintain a balance in those accounts.

C. Interfund Transfers.
Transfers Out Transfers In Amount
General Fund Other governmental funds $ 1424700
Insurance Recovery Fund 500,000
Other governmental funds General Fund 474,840
Total 3 2,398640

interfund transfers were made by lhe General Fund to various Special Revenue Funds to
cover deficits and to the Insurance Recovery Fund for future Capital Projects Al
interfund transfers were routine and consistent with the activilies of the fund making the
transfer.

32

b

l vl Lh-v‘ l-i-m l-m. .r.;_

L. . L.

Ba. Lo k. K. R ba.

‘a-i’e«.-



GULFPORT SCHOCL DISTRICT

Notes o Financial Statements (Continued)

For the Year Ended June 30, 2008

(4] Capital Assets.

The foliewing is a summary cf changes in capital assets for governmenial activities and business

type activities:

Balance Cormpleled Balance
July 1, 2007 Additions Retirerrenls Conslruction Adjustrments June 30, 2008
MNon-depreciable capjlal assets:
Land $ 1,835,577 131,785 - - - 1,967,372
Construction in process 5,312,869 1,647 118 - {5,387,581) - 1,673,504
Total non-depreciable
captal assels 7,143 546 1,775,811 - (5,387,581} - 3.540.876
Depreciable capital assets:
Buildings 52,814, B56 - - 2,585,178 - 55,380,074
Buiiding inprovements - - - 974,829 - 974,829
meravement(s other
than buitdings 1,080,572 - - 1,847 574 44 108 2,972,254
Mbobile equiprment 598,555 57 263 - - 83,679 730,497
Furniure and egquipment 2,301,583 684,705 78,6186 - (102,473) 2,805,199
Leased property under
capital leases 78,382 79.000 - - [76.382) 79,000
Tatal depreciabile capilai assets 58,871,888 820,968 78,618 5,387,581 {51.068) 62,950,853
Less accumulateq depreciation far
Buildings 15,162,805 1,000 366 - - 1,053 16,164,224
Building mprovements - 38,593 - - 38,883
Impraverments olher
than kbuildings 43,223 118,880 - - 12,351 174,464
Mobile equipment 422,653 44,788 - - {31,935 435,522
Furnilure and eguiprmen!| 1,571,364 439157 70,745 - 50,184 1.899,860
Leased property under
capial leases 54 015 17,833 - - (54,015) 17,833
Tolal accumulaled depreciaton 17,254,066 1.660.037 70,745 - {12,362) 16,830 956
Tolal depreciable capuial
assets, net 38,617 522 {638,069) 7.871 5,387,581 (36,7086) 44 119 B57
Governmenial aclvites capilal
assels, net % 45,757 488 839,842 7.871 - {36.708) 47,660,733

Adjusiments represents correcting balances thal meet threshold amounts, cerrecting pnor year
accumulalec depreciation and reclassifying propery release from capital lease restrictions o
furmture and equipment Depreciation expense was charged to the following governmental

functions.

Instruction
Support Services
Nop-instructional

Total Deprecialion Expense

[
wr

$ 1434702
138,258

37077
37

$1



Tmo o @y

GULFPORT SCHOOL DISTRICT
Notes to Financial Statements (Continued)
For the Year Ended June 30, 2008

Commitments under construction contracts at June 30, 2008, are summarized as follows

NW Elementary School

Support Services/Tech Bidg

Suppoert Services/Tech Bldg

Soccer Bldg

Milner Stadium

Ray Bishop Auditorium
Total

Remaining
Commitment

Reguired

Future
Financing

$ 12,968,738 -
2,632,567 -
48,500 -

415450 -
4,117,280 -
485,115 -

$ 20678651 -

The remaining commitment will come from insurance proceeds from hurricane losses and federal

SoUrces.

(5) Long-term Liabilities,

The following is a summary of changes in long-term liabilities and other obligations for

governmental activities:

Amounis

Balance Balance Due Within

July 1, 2007 Additions Reduclions June 30, 2008 One Year
General obligation bonds payable $ 17,370,000 - 2,480,000 14,890,000 1,595,000
Three mill notes payable 508,191 249,810 258,281 258,281
Shorfall noles payable 7,653,485 2,900,000 10,553 495 95,699
Obligalions under capital ieases 5,245 78.000 15,810 66,335 18,838
Obligalions under energy efficiency lease 6,214 B97 673,334 5,541,563 700,352

Compensated absences payable 397,251 48,534 445,785
Total § 32149079 3,027,534 3,419,154 31,757,459 2,668,271
A, General obligation bonds payable.

General obtigation bonds are direct obligations and pledge the full faith and credit of the
school district. Genera! obligation bonds currently cutstanding are as foliows:

Average
Interest Issue Maturity Amount Amount
Description Rate Date Issued Qutslanding
General Obhgation bonds
Refunding Sernies 1998 32-455% 12/30/98 10/01/15  $ 9,000,000 4,345,000
General Obligalion bonds
Relunding Series 1998 35-5%  03/01/99 0401718 10,865,000 10,545,000
Total $ 18,865,000 14,880,000
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GULFPORT SCHOOL DISTRICT
Notes to Financial Statements (Continued)
For the Year Ended June 30, 2008

The following 1s & schedule by years of the total payments due on this debt

Year Ending June 30 Principal Inlerest Tolal

2008 $ 1595000 658,708 2,253,708
2010 1,665,000 591,898 2,258,998
2011 1,735,000 520,938 2,255,938
2012 1,785,000 445048 2,230,048
2013 1,895,000 365,740 2,260,740
2014-2016 6,215.000 559,726 £,774,726
Total $ 14,890,000 3,142,158 18,032,158

The amount of bonded indebtedness that can be incurred by the school district is limited
by state statule. Total outslanding bonded indebtedness dunng a year can be no greater
than 15% of the assessed value of lhe taxable property within such distnict, according to
the then last completed assessment for taxation, uniess certain conditions, as set forth in
state statutes, have been met. As of June 30, 2008, the amount of outstanding bonded
indebledness was equal to €% of property assessments as of Oclober 1, 2007 This debt

will be retired from the debt service fund.
B. Three Mill Noles Payable

Debt currently outstanding is as follows:

Average
interest lssue Maturity Amount Amount
Descriplion Rate Date Date tssued Qutstanding
Three Mill Note Payable
Series 2006 3.35% 09/13/05 09113/08 3 750,000 258,281
Total 3 750,000 258,281

The foliowing is a schedule by years of the total payments due on this debt:

Year Ending June 30 Principat Interesl Total
2009 $ 258,281 8652 266,933
Total L 258,281 8652 266,923

This debt will be retired from the general fund.
c Shorifall Notes Payable

Debt currently outstanding is as foliows;

Average
Interest Issue Maturily Amount Amount
Description Rate Date Date Issued Cutstanding
Shorllall Note, Saries 2007 4 14% 07/24/07 07/24/12 & 478 495 478,495
Commurity Disaster Loan 312% 12/20/06 102011 7,175,000 7,175,000
Community Disaster Loan 3.12% 1218407 10120111 2,800,000 2,900,000
Tota! § 10,553 498 10.553,485
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GULFPORT SCHOOL DISTRICT
Notes to Financial Statements (Confinued)
For the Year Ended June 30, 2008

The following is a schedule by years of the total payments due on this debt.

Year Ending June 30 Principal Inferest Total
2008 $ 95,699 19,810 115,509
2010 95,599 15.848 111,547
2011 95,699 11,886 107,585
2012 85699 7,824 103,623
2013 10,170,699 376,873 10,547,572
Totl $ 10553495 432,341 10,985,836

The Debt Service Shortfall Nole, Series 2007 will be retired from the Debt Service Fund.

On December 20, 2008, the school district borrowed $7,175000 from the LU.S.
Department of Homeland Security (FEMA) under the Community Disaster Loan program.
in December 2007, the district borrowed an additional $2,900,000. The payments on this
loan are deferred for five years, with an option to defer ancther five years. This debt will
be retired from the District Maintenance Fund,

Pursuant to HR 2206 - Public Law 110-28, FEMA may ailow fergiveness of Community
Disaster Loans in Presideniially deciared disaster areas on a case by case basis.

Obligations under capital ieases.
The school district has cne iease agreement that gualifies as a capital lease for

accounting purposes. Leased property under this lease is composed of nine Lanier
digital copiers and related eguipment.

Interest Issue Maturity Amount Amount
Description Rate Date Date Issued Outstanding
Hancock Bank 4.45% 11409/07 11/08/11 $ 79,000 68,335
$ 79,000 6E,335

At the end of the lease ferm upon full rental payments, the title to the equipment will vest
with the Gulfport School District.

The following is a schedule by years of the total payments due on this debt:

interestand

Maintenance
Year Ending June 30 Principal Charges Tatal
2008 $ 18.939 2,658 21.597
2010 19,799 1,788 21.597
2011 20,698 888 21,596
2012 B,899 93 B.998
Total g 68,335 5453 73,788

This debt will be retired from the District Maintenance Fund.
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GULFPCRT SCHOOCL DISTRICT
Notes to Financial Statements (Continued)
For the Year Ended June 30, 2008

Obligations under energy efficiency lease.

Interest Issue Maturity Amount Amount
Description Rate Date Date tssued Oulstanding
HVAC Equpment & Lighting 3.83% 03/28/03 03/01/13 $ 2,466,383 1,312,877
HWVAC Equipmeni & Lighting 4.11% 05115106 04/01/18 5,114,976 4,228 686
Total ¥ 7.581358 5,541 563

The following is a schedule by years of the total payments due on this debt.

Interest and
Maintenance

Year Ending June 30 Principal Charges Total
2008 % 700,352 224 082 924 .434
2010 . 728 456 195,978 924,434
2011 757.688 166,746 424 434
2012 788.095 136,338 9724 434
2013 819,723 104,711 9724 434
2014-2016 1,747,249 145,553 1,882,802
Tolal L 5,541,563 573,408 6.514,872

Energy efficiency lease agreements dated March 2B, 2003 and May 15, 2006, were
executed by and between the district, the lessee, and Hancock Bank, the lessor.

The district entered into these energy efficiency lease agreements under the authority of
Section 31-7-14, Miss. Code Ann. (1872).

Lipon written notice to the lessor, the lessee has the option of repaying lhe total amount
due as set forth by the agreement. This debt will be refired from the Energy Management
Fund (General Fung).

F. Compensated absences payabie.

As more fully explained in Nole 1({F}(8}, compensated absences payabie is adjusied on
an annual basis as regquired by Section 37-7-307(5}, Miss. Code Ann. {1972).
Compensated absences will be paid from the fund from which the employees' salanes
werTe paid. ’

Defined Benefit Pension Flan.

Plan Descriphion. The school distric! contributes to the Public Employees' Retirement System of
Mississippi (PERS), a cost-sharing multiple-employer defined benefit pension plan PERS
provides retirement and disability benefits, annual cosl-of-living adjusiments, and death benefils
lo plan members and beneficiaries. Benelil provisions are established by state law and may be
amended only by the Slate of Mississippi Legisiature. PERS 1ssues a puklicly availabie financial
report that includes financial statements and required suppliementary information That report may
be obtained by writing to Public Employees’ Retiremenl System of Mississippt, PERS Building,
429 Mississippi Street, Jackson, MS 38201 or by calling {801) 355-3588 or 1-800-444-PERS.

Funding Pohicy PERS members are required to contribute 7.25% of thetr annual covered salary,
and the school distnct is reguired to contribute at an acluarially determined rate. The employer's
raie for fiscal year ending June 30, 2008 was 11.85% of the annual covered payroll. The
contribution reguirements of PERS members and employers are established and may be

37



GULFPORT SCHOOL DISTRICT
Notes to Financial Statements {Continued)
For the Year Ended June 30, 2008

amended only by the State of Mississippi Legislature. The school district's contributions to PERS
for the fiscal years ending June 30, 2008, 2007 and 2008 were $4,075,311, $3,645,920 and
$3,344,672, respectively, which equaled the reguired contribLtions for each year,

(7) Other Commitments.
Commitments under construction contracts for 28" Street Elementary Schoo!, Support
Services/Techneology Building, soccer building, Milner Stadium, and Ray Bishop Auditorium in
Note 4 in the amount of $20,678,651 will be financed through local revenues, insurance
proceeds, and FEMA grants.
(B} Prior Period Adjusiments/Exhibits.
A summary of significant fund equity adjustments is as follows:
Exhibit B - Statement of Activities
Explanation Amount
1. Correction of assets that meet threshold requirements (38,706)
2. Correclion of insurance |oss recoveries received by
the Districl in an agency capacity for a nol-for-profit
agency (238,164}
Total % {277 870)
Exhibit D - Siaterment of Revenues Expendiiures and Chanages in Fund Balances
Explanation Amount
1.  Corraction of insurance logs recovearies received by
the District in an agency capacity for a not-for-profit
agency (238.154)
Total % (238,164}
{9 Subsequent Events
Subsequent to June 30, 2008, Guifport School District issued the following debt obligations:
Issue Date Interest Rale Amounl Type of Financing Source of Financing
08/04/08 4.09% $ 10,000,000 Certficates of Participation Lease To be repaid w ith revenues from lhe General Fund
D8/04/08 4.47% $ 438 128 Shortfall Note, Series 2008 A special annual ad valorem tax levied on all laxable
preperly of the district - Shartfall Note
10/13/08 4.25% § 6.000,000 Tax Anticipation Nole To be repaid w ith revenues from lhe Generai Fung
10/22/08 312% $ 2,637,820 Cormmunity Disasler Loan Program To be repaid w ith revenues from lhe General Fund
01/28/08 2.85% T 1,200,000 Limited tax note, Series 2008 A special annual ad valoremtax levied on all laxable
property of the district - Three Ml Nole
04/06/09 3.98% T 6000000 Cerlfficates of Farlicpalion Lease To be repad w ith revenues from the General Fund
05/28/09 1% -2.75% § 13,780,000 General Obligation Bonds Rafunding, A special annual ad valorem tax levied on all taxable
Seres 20094 and 20098 originally property of the district - General Obligalion Bonds

issued Seres 1598 and 1999 General
Obligation Bonds
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GULFPORT SCHOOL DISTRICT
Notes to Financial Statements (Conlinued)
For the Year Ended June 30, 2008

Contingencies.
Federal Grants

The school district has received federal grants for specific purposes that are subjecl to audit by
the grantor agencies. Entitlements to these resources are generally conditional upon compliance
with the terms and conditions of the grant agreements and applicable federal regulations,
including the expenditure of resources for allowabie purposes. Any disallowances resulting from
the grantor audit may become a liability of the schoo! district.

Litigation.

The school district is party to legal proceedings, many of which occur in the nomal course of
governmental operations. It is not possible al the present time 10 estimate the ouicome or
liability, if any, of the school districl with respect to the various proceedings. However, the school
district's legal counsel believes thal uliimate lability resuliing from these lawsuits will not have a
malerial adverse effect on the financial condition of the school district.

Risk Management.

The schoo! 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. Except
as described below, the district carries commercial insurance for these risks, Settled clams
resulting from these insured risks have not exceeded commerciat insurance coverage in any of
the past three fiscal years.

Participation in Public Entity Risk Pogl.

The school district js 2 member of the Mississippr Municipal Workers' Compensation Group
(MMWCG). The group is a risk-sharing pool, such a peol is frequently referred to as a self-
insurance pool. MMWCG covers risks of loss arising from njuries to the school district's
employees. The Mississippi Workers' Compensation Commission requires that an indemnity
agreement be executed by each member In a workers' compensation self-insurance pool for the
purpose of jointly and severally binding the pocl and each of the employers comprising the group
io meet the workers' compensation obligations of each member. Each member of the MMWCG
contributes quanerly to a fund heid in trust. The funds in the trust account are used lo pay any
claim up to $500,000. For a ciaim exceeding $500,000, MMWCG has insurance which will pay
the excess up tc the statutory amount required by the Mississippi Workers Compensation
Commission Acl If total claims during a year were 1o deplete the trust account, then the pool
members wouid be required 1o pay for the deficiencies. The districl has net had an additional
assessment for excess losses incurred by the peol.
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Revenuegs:
Local sources
Slate sources
Federal sources
Tolal Revenues

Expenditures

insiruciion
Suppor services
Non-inslruclional services
Debl senace.

Principal

Interest

Tolal Expendilures

Excess (Deliciency) of Revenues
Qver Expendilures

Other Financing Sources (Uses)
Proceeds Trom long-lerm debi
Proceeds from inception ol leases
Operaling transters in
Operaung transfers out

Tolal Other Finaneing Sources (Uses)

Nel Change in Fund Balarces
Fund Balances:

Jury 1, 2007

June 30, 2008

Gullport Schooi Distnict

Budgetary Companson Schedule

General Fund

For the Year Ended June 30, 2008

vanances
Favorable {(Unfavorable)
Budgetec Amounls Aclual Qngmnal Final
Crriginal Final {GAAP Basis) lo Final 10 Actual
3 20,177,543 20,434,393 16,926,465 258,850 {3,507.,928)
25,904,362 25015310 24,816,771 (689,052) (68,539)
222,000 222,000 266,230 - £4,230
46,303,905 45,671,703 42.129.466 (632.202) (3,542,237,
26,122,840 27.405,587 27,177,201 (1,282,857} 228,396
20,548,957 22,025,749 20,634,588 {1.475,792) 1,181,161
8,600 9,600 - - 9,600
724,784 704,784 8BRS, 254 20,000 15,530
251,100 253,035 253,033 {1,935) 2
47.658.081 50,396,765 48,354,076 (2,740,684} 1 444,686
(1,354,176 _{4,727.062) {6.624,010) {3,372 686} (2.097.548)
- - 2,900,000 2,500,000
550,000 78,000 79,000 {471,000) -
2,900,149 3,394,004 474,940 484,945 (2,919,154)
{3,B55.674) (4,860,014} (1,924,700 {1.004,140) 2,835,314
{396,725} 1,386,920} 1,529,240 {980,185} 2.916,160
(1,750,901} (6.113.982) (5.295,370} {4.363,081) B15.612
6,346,150 10,649,664 10,545,664 4,203,614
§ 4,505,249 4,435,662 5,254,294 {159,567} 816.612

The noles to the required supplementary iniormation are an integral part of (his slalement.
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Revenues:
Federal sources
Total Revenues

Experndiures:
Insiruclion
Support services
Total Expendilures

Excess (Deficiency) of Reverues
COwer Expendilures

Net Change in Fund Balances

Fund Balances:
July 1, 2007

June 30, 2008

The notes {o lhe required suppiementary informalion are an inlegral parl of Lhis slaiement.

Guifpert Schoot Dislricl
Budgetary Comparison Schedule
FEMAMEMA Gran! Fund
For the Year Ended June 30, 2008

Variances
Favorable {Uniavorable)
Budgeled Amounts Aclual Originai Final
Criginal Final {GAAP Basis) to Final o Actoal

2,100,000 2,364,588 653, 608 264,588 (1,510,980}
2,100,000 2164 588 853,608 264,588 {1.510,98(%
- - 53 - (53)
2,100,000 2,364,588 853,555 264 588 1,511,033
2,100,000 2,364,588 853,608 264,586 1,510,880
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GULFORT SCHOOL DISTRICT
Nates to the Required Supplementary Information
For the Year Ended June 30, 2008

Budgetary Comparison Schedule

(1)

Basis of Presentation.

The Budgelary Compartsen Schedule presents the original legally adopted budgel, the final
iegally adopted budget, the actual data on the GAAP basis, variances between the cnginal
budget and the final budget, and variances between the final budget and the actual data.

Budget Amendments and Revisions.

The budge! is adopted by the school beard and filed with the taxing authority. Amendments can
be made on the approval of the school board. By statute, final budget revisions must be
approved on or before October 15, A budgetary comparison is presenied for the General Fund
and each major Special Revenue Fund consislent with accounting principles generally accepted
in the United States of America.
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GULFPORT SCHOOL DISTRICT
Schedule of Expenditures of Federal Awards
For the Year Ended June 30, 2008

Federal Grantor/ Calalog of
Fass-through Grantor/ Federal Domestic Federal
Frogram Title Assislance Nurrber Expendilures
US _Department of Agriculture
Fassed-through Mississipp Department of Education’
Child nutrition cluster
School breakfasi program 10.583 475,736
National school luncn program 10.555 1,511,166
Surrmer foad service program (or children 10.558 97,137
Total ¢hild nutriion cluster 2,084,038
Fresh fruit and vegetable program 10.582 27633
Tolal US Departrent of Agriculture 2111672
.5, Deparirment of Deiense
Orect program
Reserve Officer's Traning Corps 12 XXX, 42,526
Tolal U.S Departrent of Delense 42,526
Federal Communicatons Conmmissian
Adminisiered through the Universal Service Administratve Company
The schools and librares program of the universal service fund 32 XXX 108 651
Total Federal Conmmunications Contrission 105,651
U.E Depariment of Education
Direct Program
Impact Aud 84.041 158,014
Tolal 158.014
Fassed through Mssissippl Board for community and junior colleges.
Adull education — state grant program 84.002 136,893
Total 138,893
passed through Mssissippi Deparlment of Rehabiltaton Services,
Rehabilitahon services - vocational rehabilitation grants to states 84,126 2,690
Total 2,680
Fassed-through Messissippl Department of Educalion
Tille | - grants Lo local educalional agencies 84.010 2,820,103
Career and fechnical education - basic granls {o siates 84 048 g7 446
Safe and drug-free schools and communilies - state grants 84 186 82,775
Foreign language assistance 84.203 112,796
State granis {or Innovative programs 84.298 €.188
Education iechnology siate grants €4.318 197,216
Enghsh ianguage acquistion grants 84,365 16,498
mproving teacher guaiity B4 387 413,148
Tille |- grants lo local educational agencies, recovery act 84,938 16.385
Total 3,732 565
Special education cluster
Special education - grants 1o stales 84.027 1,232,148
Special educabion - preschool grants 84,173 45 157
Total special educaiion clusler 1,277,302
Tolal passed-tnrough Mssissipp: Deparirent of Education 5,002,867
Total U S Deparimen; of Educalion 5,308 464
US Depariment of Health Services
Fassed through Mssissippi Deparlment of Educalion
Wedical assistance program 931778 83.000

Tolal U S Department of Healtn Services
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GULFPORT SCHOOQOL DISTRICT
Schedule of Expenditures of Federal Awards
For the Year Ended June 30, 2008

Federal Grantor/ Calalog of
Pass-lhrough Grantorf Federal Domestic Federal
Program Title Assistance Number Expendilures

Department of Hormeland Secyrity
Passed-through Mississippi Departrrent of Finance and Administration’

Communily disasler loans 47.030 10,075,000
Passed-through Mssissippi Emergency Management Agency.

Disaster grants - public assistance (Presidentially declared disasiers) 97.036 853.608
Total Depariment of Homeland Security 10,828.608
Total all federal expenditures 3 18,580,921

NOTES TO SCHEDULE

1.

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

The expenditure amounts include transfers out.
The pass-through entities did not assign identifying numbers to the School District.

Federal Loans

The Guifport Schoel District has the following tederal loans outstanding as of June 30, 2008:

Cummulative

Current Federal
CFDA Year Expenditures
Program Tille Number Expenditures to - date
Direct Loan Program
Community Disaster Loan Program 87030 i 2,900,000 10,075,000
Total Direct Loan Programs 2,900,000 10,075,000
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Gulfpori School District

Schedule of Instructional, Adminisirauve and Other Expendilures - Governmental Funds

June 30, 2008

Insiructhon and
Other Student

Instruclianal General School
Expendilures Total Expendilures Adminisiration Adminisiralion Ciher
Salanes and fnnge benelils § 45,274,623 14,480 745 1,337 748 377,848 5,679,282
OMner 22,197,885 4 682477 562,643 155,688 16,897 077
Tonl 3 67472,508 39,062,222 1.900.381 3,832,536 22,576,259
Tolal number ol sludenls 5158 *
Cosl per sluden! 3 13.081 7573 368 762 4377

For purposes of this schedule, lhe following columnar descriplions are applicable

Instruction and QOther Student instructional Expendltures - includes the activilies dealing direcly wilh lhe

inleraclion belween teachers and sludenls,

Included hare are the aciivilies of teschers, leachers aides or classroom assistanls of any lype - (al)

the 1000, 2100, & 2200 1unclional codes)

General Administration - includes expenditures for he foliowing funclions: Support Services - Genaral

Administralion [2300s); and Supper Services - Business (2500s)

School Administration - Inciudes expendifures for the following funclion: Supporl Services - School

Administrabion (2400s)

Other - includes all expendilure functions net ncluded in Insiruclion or Adimnistralion Calegories

* |nciudes ihe nuimber of studenls reporled on tne ADA reporl subnussien for monlh 9, which is the final subinission
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GULFPORT SCHOOL DISTRICT
OTHER SUPPLEMENTAL INFORMATION
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Revenues
Local sources
Inlermediate sources
Slale sources
Federal sources
Sixieenth secton sourcas
Tolal Revenues

Expenditures,

Ingtruction
Suppoerl services
Noninsiruciional 5ervices
Faciities acquisition and construction
Debl service
Principal
inleresl
Other
Tolal Expenditures

Excess {Deficency) of Revenues
over Expendilures

Other Financing Sources {Uses)

Proceeds of loans

Proceeds from incephion ol leases
Ingurance [oSs recoveries

Sale ol olher property

Operatng transiers in

Cther inancing soUrces

Operating transfers out

Olher linancing uses

Tolal Other Financing Sources (Lses)

Exlraprdinary ilems

Nei Change in Fund Balances

Funo Balances

July 1, beainnmg
Prior period adjustments
July 1, as restated
Increase (Decrease) In reserve fon nvenlary

June 30, ending

*SQURCE - PRIOR YEAR AUDIT REPORTS

UNAUDITED

GULFPORT SCHOOL DISTRICT
Statenent of Revenues, Expendilures and Changes In Fund Balances
All Governmental Funds
Las{ Four Years
2008 2007 2006~ 2005
$ 19,987,378 19,043 011 22,140,232 21,852,864
- - 13,000 12,600
25,215,623 25 170,880 24,220 423 22,849,560
8,559,387 9,303,782 20,494 633 6,883,340
358,930 348 120 372,089 202,887
55,125,118 53,865,793 67,248 369 51,931,261
31,894,600 20,561,538 26,672,382 26,504,150
26,253,261 28,358,890 33,040,982 18,895,296
3,108,761 2,973,288 2,543,558 2,852,173
1,778,911 7,826,729 - 85,807
3,418,154 2,433 588 1,718,304 708,450
1,047,821 1,080,870 884,745 1,003,795
- 8,200 - -
67,472,508 72,241,103 67.858,871 52.047,67*
{12,347,190) {18,375,310} {710.602) {116,410
2,800,000 6,308 985 2,094,510
79,000 - 5,114,976
2,300 3,781,385 13,345,650 -
- 9,569 -
2,399,640 2,587 254 8,581,606 1,879,704
106,855
{2,398 640 (2,587,254} {9,5B1,806) (1,579,704}
{39,324}
2,081,300 10,070,380 20,564,705 57,631
- (125 570} -
_ {9,365,890) {8,430,500) 19,854,103 (48.779)
17,684,133 25 880,054 £.003 448 6,058,347
{238, 164} 233,507 - -
17,444,565 26,113,561 6,003,448 6,068,347
{32,708} 1.072 22,503 {6,115}
5 B.046.371 17,684,133 25,880,054 £.003,449
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GULFPORT SCHOOL DISTRICT UNAUDITED
Stalement of Revenues, Expenditures and Changes in Fund Balances
General Fund
Lasl Four Years

| .

2008 2007 2006* 2005*
Revenues
Local sgurces 5 16,926,465 15,482,856 16,726,363 19,021,582
Stale sources 24,816,771 23, B28,BBE 22 BB6,526 21,538,256
Federa! sources 286,230 500.522 459,260 452 460
Total Revenues 42.129, 466 39.812 304 42,072,149 41,012,298
Expenditures
Inslruction 27,177 201 23,383,599 14,740,531 24,028 365
Suppori services 20,834,588 21,825,034 16,652,648 16,317,427
Noninslruciional services - 10,558 1,370 50,461
Facilites acquisition and construction - - 7,419
Debt senice:
Principal £09,244 701779 268,304 264 450
Interest 253,033 252,950 117,250 86.408
Total Expenditures 48,954,076 465,173,360 31,780,103 40,764,530
Excess (Defimency) of Revenues
Over Expenditures (6,824,610} (6,361.656) 10,282,048 247 768
Other Financing Sources (Usesy
Proceeds irom long-lerm debt 2,500,000 5,830,450 1,344,510 -
Proceeds from inception of leases 79,000 - 5114,9786
Proceeds from sale of property - - 8,569 -
Other inancng source - - - 6,688
Other finanging uses - - - {3,352}
Operahng transfers in 474,940 456,114 2.332,029 817,507
Operating transfers oul {1,824 .700) {2,118,040] {B,953,702) {1,413,640)
Total Other Finanging Sources (Uses) 1,528,240 4,167 564 {152 818} {582,797}
Extraordinary items {125,570 -
Net Change in Fund Balances {5,295370) (2318.662) 10,139,428 {345,028
Fund Balances
July 1, beginning 10,549,664 12,685,458 2,548,029 2,891,058
Prior period adjustments - 183,867 -
July t, as reslated 10,548,664 12 869,326 2,546,029 2,891,059
June 30, ending $  5254,294 10,549,664 12,685.457 2,546,030
*SOURCE - PRIOR YEAR AUDIT REPORTS
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GULFPORT SCHOOL DISTRICT
REPORTS ON INTERNAL CONTROLS AND COMPLIANCE
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PROFESSIONAL LIMITED LIABILITY COMPANY
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HANCOCK BANK BUILDING MEMBERS
AMERICAN INSTITIUTE OF CRAS
MISSISSIPPI EQCIETY OF CFAS

FaLL L WRIGHT JR , CPA 1055 15023

HEMRY D wWaRD, CPA, 154592006 2510 - 14TH STREET
KENNETH M HATTEN. CFA, CONSULTANT
F.O BOX 129

MICHAEL £ GUEL, CPa, cFP¥
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b EMAIL THECFAFIRMEAGL T

FAYE CaROLE CLEVELAND, CP&

May 17, 2010

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

Superintendent and School Board
Gulfport School District

We have audited the financial statements of the governmental activities, each major fund and the
aggregate remaining fund infermation of Gulfport School District as of and for the year ended June 30,
2008, which collectively comprise Gulfport School District's basic financial statements and have issued
our report thereon dated May 17, 2010. We conducted our audil in accordance with auditing standards
generally accepted in the United States of America and the standards applicable to financial audits
contained in Governmen! Audiling Standards, issued by the Comptrolier General of the United Stales

Internal Conlroi Over Financial Reporting

In planning and performing our audit, we considered the school district's internal control over
financial reporting as a basis for designing our auditing procedures for the purpose of expressing our
opinions on the financial statements, but nol for the purpose of expressing an opinion on the
effeciveness 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

Qur consideration of internal control over financial reporting was for the limited purpose described
in the preceding paragraph and would not necessarily identify all deficiencies In internal control over
financial reporting that might be significant deficiencies or matenal weaknesses. However, as discussed
below, we identifled certain deficiencies in the internal control over financial reporting that we consider lo

be significan! deficiencies

A control deficiency exists when the design or operation of a contrel does not allow management
or employees, in the normal course of performing their assigned funclions, to prevent or detect
misslalements on a timely basis A significant deficiency is a control deficiency, or combination of contro!
deficlencies. that adversely affects the entity's abilily te iniliate. authorize. record. precess, or repori
financial data reliably 1n accordance with generally accepted accounling principles such that there 1s more
than a remote likelinood that & misstatement of the entity's financial statements that is more than
inconsequential will not be prevented or detected by the entity’s internal control  We consider the
deficiencies described in the accompanying Schedule of Findings and Questioned Costs as Findings 08-
01, 08-02, 08-03, 08-04, 08-05, 08-06, 08-07, and 08-08 to be significant deficiencies in internal contrel

over 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 a material misstaterment of the financial statements will not
be prevented or detected by the school district’s internal central.

Qur consideration of internal control over financial reporting was for the limited purpose described
in the first paragraph of this section and would not necessarily identify all deficiencies in the internal
control that might be significant deficiencies and, accordingly, would not necessarily disclose all
significant deficiencies that are also considered fo be material weaknesses. However, of the significant
deficiencies described above, we consider Findings 08-01, 08-05, 08-06 and 08-08 to be material
weaknesses.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the schoac! district's financial statements
are free of material missiatement, we performed tests of its compliance with certain provisions of laws,
regulations, contracts and grant agreements, noncompliance with which could have a direct and material
effect on the determination of financial statement amounts. However, providing an opinion on comphance
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 an instance of noncompliance or other matter that is required
to be reported under Government Auditing Standards and which is described in the accompanying
Schedule of Findings and Questioned Cosis as Finding 08-08. We also noted certain immaterial
instances of noncompliance or other matter that we have reported to management of the school district in
a separate letter dated May 17, 2010, which 1s included in this report.

Gulfport Schocl District's responses to the findings tdentified in our audit are described in the
accompanying Auditee's Corrective Action Plan. We did not audit Gulfport School District's responses
and, accordingly, we express no opinion on them,

This report is intended solely for the information and use of the school board and management,
entities with accreditation overview, and federai awarding agencies and pass-through entities and is not

intended to be and sheould 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.
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May 17, 2010

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

Superintendent and School Board
Gulfpori School District

Compliance

We have audited the compliance of the Guifport School District with the types of compliance
requirements described in the U.S Office of Management and Budget (OMB} Circutar A-133 Comphance
Supplerment that are applicable to each of its major federal programs for the year ended June 3C, 2008,
The Guifport 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
ihe responsibility of the school district's management. Our responsibility is to express an opinion on the
school 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 appilicable to financial audits contained in Government
Auditing Slandards, issued by the Comptroller General of the United States; and OMB Circular A-133,
Audits of States, Local Governments, and Non-Profit Organizations. Those standards and OMB Circular
A-123 regqurre 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 federai program occurred An audit includes examining, on a test basis,
evidence about the schoo! district's compliance with those reguirements and performing such other
procedures as we considered necessary in the circumslances We believe that our audit provides &
reasonable basis for our opinion. Our audit does nol provide a legal determination on the school district's
compliance wilth those reguiremenis.

In our opinion, Guifport School District complied. in all material respects, with the requirements
referred lo above that are applicable lo each of its major federal pregrams for the year ended June 30,
2008, However, the results of our auditing procedures disclosed instances of noncompliance with those
requirements, which are required to be reported in accordance with OMB Circular A-133 and wnich are
described in the accompanying Schedule of Findings and Questioned Costs as Findings 08-07, 08-08,
08-05 and 08-70.
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Internal Control Over Compliance

The management of the Gulfport Schoe! District is responsible for establishing and maintaining
effective internal control over compliance with requirements of laws, regulations, contracts and grants
applicable to federal programs. in planning and performing our audit, we ccnsidered Gulfport School
District's internal control over compliance with the requirements that could have a direct and material
effect on a major federal program in order to determine our auditing procedures for the purpose of
expressing our opinion on compliance, but not for the purpose of expressing an opinion on the
effectiveness of internal control over compliance. Accordingly, we do not express an opinion on the
effectiveness of the schoo! district's internal control over compliance.

Our consideraticn of internal control over compliance was for the limited purpose described in the
preceding paragraph and would not necessarily identify all deficiencies in the entity's internal control that
might be significant deficiencies or materia! weaknesses as defined below. However, as discussed
below, we identified certain deficiencies Iin internal control over compliance that we consider to be
significant deficiencies and one deficiency that we consider to be a material weakness.

A conlro! deficiency in an entity's internal control over compliance exists when the design or
operaticn of a control does not allow management or employees, in the normal course of performing their
assigned functions, to prevent or detect noncompliance with a type of compliance reguirement of a
federal program con a timely basts. A significant deficiency is a control deficiency, or a combination of
control deficiencies, that adversely affects the entity’s ability to administer a federal program such that
there is more than a remote likelihood that noncompliance with a type of compliance requirement of a
federal program that is mere than inconsequential will not be prevented or detected by the entity’s internal
control.  We consider the deficiencies in the interna! control over compliance described in the
accompanying Schedule of Findings and Questioned Costs as Findings 08-07, 08-08, 08-09, and 08-10
to be significant deficiencies.

A malerial weakness is a significant deficiency, or combinaticn of significant deficiencies, that
results in more than a remote likelihood that material noncompliance with a type of compliance
requirement of a federa! program wiil not be prevented or detected by the entity's internal control. Of the
significant deficiencies in the internal control over compiliance described in the accempanying Schedule of
Findings and Questioned Costs as Findings 08-07 through 08-10 we consider Finding 08-08 to be a
material weakness.

Guifport School District's responses to the findings identified in our audit are described in the
accompanying Auditee's Corrective Action Plan. We did not audit Gulfpert School District's responses
and, accordingly, we express no opinion on them.

This report is intended solely for the informaticn and use of the school board and management,
others within the entity, 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 net limited.
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GULFPORT SCHOOL DISTRICT
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INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE WITH
STATE LAWS AND REGULATIONS

Superintendent and School Board
Gulfport School District

We have audited the financial statements of the governmental activities, each major fund, and the
aggregate remaining fund information of the Gulfport Schoof District as of and for the year ended June
30, 2008, which collectively compnse Gulfport School District's basic financial statements and have
Issued our report thereon dated May 17, 2010. We conducted our audit in accordance with auditing
standards generally accepted in the United States of America and the standards applicable 1o financial
audits contained in Governmen! Auditing Slandards, issued by the Comptrolier General of the United

States.

Section 37-8-18(3)(a), Miss. Code Ann. {1972), states in part, "the auditor shall test lo insure that
the school district is complying with the requirements of Section 37-81-33(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 nol an objective of our audit and, accordingly, we do not express such an opinion

The results of our procedures performed to test compliance with the requirements of Section 37-
61-33(3)aini), Miss Code Ann. (1872}, disciosed the following instance of noncompliance. The
noncomphance is reporfed in finding number 1 below. The district reported $7,423 of classroom supply
funds carried over from previous years.

Seclion 37-9-18(3)(b), Miss. Code Ann {1872}, states in vart, “the auditor shall test to insure
correct and appropriate coding al the function level. The audit must include a report showing the correct
and appropriate functional level expenditure codes in expenditures by the school district.”

The results of our procedures performed te test compliance with the requirements of Section 37-
9-18{3}by. Miss Code Ann (1872), disclosed no instances of noncomplance related io incorrect or
inappropnate functional level expenditure coding.

As required by the state legal comphance audit program prescribed by the Office of the State
Audilor, we have also performed procedures to test complance with certain other state laws and
regulations However, providing an opinion on compliance with all stale laws and regulations was not an
objective of our audit and, accordingly, we do no! express such an opinion.
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The results of procedures performed to test compliance with certain other state laws and

regutations and our audit of the financial statements disclosed the following immaterial instances of
noncompliance with other state laws and regulations. Our findings and recommendations and your
responses are as follows:

1.

Education Enhancement Funds Should Not be Allocated to Federally Funded Teachers

Finding

Section 37-61-33(3)(a)(iii), Miss. Code Ann (1972), states that education enhancement
classroom supplies and instructional materials funds be aliocated egually among all classroom
leachers in the school district. The word “teacher” shall not include federally funded teacher.

During the previous audit, the auditors found that five teachers were allocated Education
Enhancement Funds that were federally funded, which is prohibiled by Section 37-61-33(3)a)(iii),
Miss. Code Ann. (1972) Upon review in this fiscal year, we found that this instance of
noncompliance was not corrected until Augus! 2009,

Allocation of classroom supplies and instructional materials funds to federally funded teachers
resLlted in the district aliowing some teachers to spend other teachers' allocations.

Recommendation

We recommend thal the school comply with Section 37-81-33(3)(a)(iil), Miss. Code Ann. (1572).

School District's Respense

The district instituted a new policy and procedure to ensure that only non federal ieachers
received Education Enhancement Classroom Supplies. The District is now tracking the Education
Enhancement Funds using the District's financial software. Payroll is periodically reviewing
federally funded teachers o ensure that they are not included in the allocation.

School Depositories Should Meet Bid Reguirements

Finding

Section 37-7-333, Miss. Code Ann. {1872}, reguires all public funds of school disfricts to be
placed in the depository or depositories selected by the school board in the same manner as
provided by Section 27-105-305, Miss. Code Ann. (1872) for the selection of county depositories.
Section 37-7-333, Miss. Code Ann. (1972) also requires the bids for the financial institutions
keeping school funds be effective on July 1 of each year. Further, school boards are required to
advertise and accepl bids for depositories, not less than once every three years, when the schoo!
board determines that it can obtain a more favorabie rate of interest and less administrative
processing.

During test work on depositcries and review of prior year audit, we noted that the district
advertised and accepted bids in November 2006 with no documentation as to what year the bids
covered. As of June 30, 2008, the district board had not accepted bids for a new deposilory.

Not approving deposiiory bids results '1n nencompliance with Section 37-7-333, Miss. Code Ann.
{1872).

Recommendation

We recommend that the Districl comply with Section 37-7-333, Miss. Code Ann. {1972).

e
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School District's Response

The district advertised for deposilory bids durning May 2009 and accepted bids on Jung 22, 20089,

Districts should comply with State Surety Bond Reguirements

Finding

Section 37-39-21, Miss. Code Ann. (1972) requires that the purchasing agenl of any school
board, before entering upon his official duties in such capacity, shall furnish a good and sufficient
surety bond in the penal sum of Fifty Thousand Dollars ($50,000.00), with sufficient surety Such
bonds shall be payabie, conditioned and approved in the manner provided by law, and shall be
filed and recorded in the office of the clerk of the chancery court in which the school district is
located.

During our testing of the District’s compliance with Section 37-39-21, Miss. Code Ann. (1972), we
noled that one of the District's purchasing agent's bond was set al $25,000 instead of the
$50,000 required by State statute.

Recommendation

We recommend that the District review employees and their positions at leas! annually to ensure
that the District is in compliance with Section 37-39-21, Miss. Code Ann. (1972}

School Districl's Response

The Distric! will review employee positions and ensure that all surety bond requirements are met

Districts should comply with Purchasing L aws
Finding

During our audit, we noted that construclion projecl invoices were submitted for payment on work
completed thal exceeded the ariginal bid. Payment was made to this vendor in violation of state
purchasing laws as mandated in Section 31-7-13, Miss. Code Ann. {1972}. No change orders
were presented (o the board for approval, nor was the additional work required resubmitted to the
board or sent out for a new bid.

Recommendalion

We recommend that the School District place controls into effect that assure compliance with
State purchase, advertising and bid procedures.

School District's Response

The Dnstrict will review purchasing policies and procedures to ensure compliance with Section 31-
7-13, Miss. Coge Ann. (1972).
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The Office of the State Auditor or a public accounting firm will review, on the subsequent year's
audit engagement, the findings in this repert to insure that corrective action has been taken.

The Guifport School District's responses to the findings included in this report were not audited
and, accordingly, we express no opinion on them.

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 shouid 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.
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Section 1

GULFPORT SCHOOL DISTRICT
Schedule of Findings and Questioned Costs
For the Year Ended June 30, 2008

Summary of Audiior's Results

Financial Statements:

1.

2.

3.

Type of auditor's reporl issued on the financial statemenls:
Material noncompliance relating to the fmancial statements?

Internai control aver financial reporting’

a. Material weakness{es) identified?

b. Significanl deficiency{ies) identified that are nol considered to be
material weaknesses?

Federal Awards:

4,

5

10

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

Internal control over major programs:

a, Material weakness{es) identified?

b. Significant deficiency(ies) identified thal are not considered to be
material weaknesses?

Any audit finding(s) reporled as reguired by Section ___.510{(a) of Circular
A-1337

Federal programs identified as major programs:

a Improving teacher quality
CFDA#H B4.367
b. Disaster grants ~ public assistance (Presidentially

declared disasters)
CFDA# 97.036

c. Title | — grants to |ocal education agencies
CFDA# B4.010
d. Special education cluster

CFDA# 84.027
CFDA# B84.173

e Community disaster loan
CFDA# 97.030

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

Auditee gualified as a low-risk auditeg?
Prior fiscal year audit finding(s) and guestioned cosl relative tc federal
awards which would require the audilee to prepare a summary schedute of

prior audit findings as discussed in Section .315(b) of OMB Circular A-
1337
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GULFPORT SCHOOL DISTRICT
Schedule of Findings and Questionad Costs
For the Year Ended June 30, 2008

Secticn 2: FINANCIAL STATEMENT FINDINGS

Significant Deficiency — Material Weakness

08-01 Al Bank Accounts Should be Properly and Timely Reconciled

Finding

Management is responsible for ensuring that the assets of the disfrict are safeguarded and
transactions are properly documented and recorded in the district's financial records. A critical
aspect of internal control is the reconciling of bank accounts by adding outstanding deposits and
subtracting outstanding checks to the balance per bank statement to calculate the amount of
cash that is listed on the general ledger of the district.

During our audit, we noted that several bank accounts had not been reconcited monthly.
However, we did find that bank reconciliations were correct at year ending June 30, 2008

Recommendation

We recommend that the district reconcile all bank accounts on a monthly basis so that all
fransactions are properly recorded on the financial statements.

Significant Deficlency
08-02 Transactions for Activity Fund Revenue shouid be Processed Timely

Management is responsible for ensuring that all transactions are reported on the financial
statements timely. Strong internal controls require that deposits be made on a timely basis.

During our testing, we noted that activity fund receipts were deposited between five and nine
days after the receipt date.

inadequate internal conirols related to revenue deposits could result in the loss of assets.

Recommendation

We recommend that the district implement policies and procedures that require all receipts be
deposited on a timely basis. We further recommend that internal controls be implemented to
ensure that policies and procedures are followed.

Significant Deficiency
08-03 Payroll Expenditures should be supported by Adeguate Documentation
Finding

Management is responsible for ensuring thal ail payroll expenditures made by the district are
adequately docurmented.

During the prior year audit, the audilors found that supporting documentation for non-exempl
employees was incomplete or was not used to calculate the amount of salary an employee had
earned. Upon our follow-up review, we discovered that this deficiency continued throughout our
audil year and was not corrected unti! fiscal year ended June 30, 2008
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GULFPORT SCHOOL DISTRICT
Schedule of Findings and Questioned Costs
For the Year Ended June 30, 2008

As a result of improper internal controts for payroll expenditures, payments to nonexempt
personnel were processed without adequate documentation.

Payment of wages withoul adequate documentation could result In employees being improperly
compensaled.

Recocmmendation

We recommend that the district mamntain adegquate records for all non-exempt personnel to
support payroll expenditures.

Significant Deficiency

08-04

Controls Concerning Student Club Funds Should Be Strengthened

Finding

Safeguarding of assels and presenting reliable financial reporting are duties of management.
Buring prior year audit, the auditors found that student clubs and activity funds were placed in the
same bank account and various school clubs had negative balances resulting in unrecorded
loans being made between student clubs and activity funds., During cur review of this finding, we
found that this failure in internal contro! had not been addressed until July 1, 2008,

Proper internal controls were not in place to prevent ciubs from overspending their resources.

Inadeguate inlernal controls related to student club funds resulled in the unauthorized spending
of other studenl ¢lubs’ funds or public funds.

Recommendation

We recommend the district implement policies and procedures to ensure thal the club funds are
properly safeguarded to effectively account for and safeguard each clubs’ assets. We further
recommend that the districl ensure that no public funds are being loaned from activity funds.

Significant Deficiency — Material Weakness

08-05

Accounting for Insurange Loss Recoveries in Agency Capacity Should be Properly Documented

and Recorded,

Finding

During our test work on Insurance recoveries, we found that a non-profit organization had
receved $230,400 in contents replacement insurance monies and $8,764 in business interruption
mnsurance monies from the 3chool Disinct. These momes were submitled to the non-profit as
reimbursement of insurance losses incurred by the non-profit during Hurncane Katrina

Fremiums for this insurance were paid through the School District by the non-profit organization
as a memorandum of understanding agreement between the District and the Non-prefil company
The School District owns the building in which the non-profit conducts business and as part of the
agreement the school carries building insurance and the non-profit pays the portion of the
contents and business loss premium
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GULFPORT SCHOOL DISTRICT
Schedule of Findings and Questioned Costs
For the Year Ended June 30, 2008

Monies received were recarded as insurance i0ss recoveries (other income) in Fund 3022
fInsurance Recovery Fund) in the fiscal year ended June 30, 2007. Manies paid out to the Non-
profit organization were recorded as Support Services expenditures in the Insurance Recovery
Fund in fiscal year ended June 30, 2008. The proper recording of this transaction wouid have
been to record the receipt and disbursement of these funds in an agency fund.

Improper recording of this transaction resulted in an overstatement of fund balance of the amount
of $239,164 in the fiscal year ended June 30, 2007 and an understatemeni of due to olher
governments in the agency funds. However, the overall result of this improper recording had no
effect on fund balances as of the year ended June 30, 2008.

Recommendation
We recommend that the District pul procedures and policies in practice to ensure that ail agency

fransactions are recorded properly to ensure that revenues and expenditures of the School
Disiricl are not improperly reported.

Significant Deficiency-Material Weakness

08-06

Payments Should Not be Made in Excess of Authorized Amounts

During our audit, we noted thal construction project invoices were submitted for payment on work
comnpleted that exceeded the original bid. Payment was made 10 this vendor in violation of state
purchasing laws as mandated in Section 31-7-13, Miss. Code Ann. (1972). No change orders
were presented to the board for approval. nor was the additional work required resubmitted to the
board or sent out for a new bid.

Recommendation

We recommend that the School District place controis into effect that assure compliance wilth
State purchase, advertising and bid procedures. All change orders exceeding the provisions and
exceptions in Section 31-7-13 should be presented to the Board for approval prior to payment
The District should ensure that checks wrilten for construction projecls and purchases comply
with state laws and that controls are in place to ensure thal payments are compared to original
bid amounts.

Significant Deficiency

08-07

Proper Accounting and Recording Procedures Should be Followed For Inventory

Note See Section 3 Federal Awards Findings and Queslioned Costs for finding.

Significant Deficiency- Material Weakness

Material Noncompliance

08-08

Procurement Requirements Should Be Followed and Reasgnable Fees Should Be Established

when Using Federal Grants for Construction Cantracts

Note See Section 3 Federal Awards Findings and Questioned Costs for finding.
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GULFPORT SCHOOL DISTRICT
Schedule of Findings and Questioned Cosls
For the Year Ended June 30, 2008

Section 3: FEDERAL AWARDS FINDINGS AND QUESTIONED COSTS

Significant Deficiency

08-07 Proper Accounting and Recording Procedures Should be Followed For Inveniory

Finding

Program: Passed through the Mississippi Department of Education
Child Nutrition Cluster, CFDA # 10,553, 10.555 and 10.558

Compliance Reguirement: Accountability for Commedities

The District is required to maintain accurate and complele records with respect to the receipt,
distributioniuse, and inventery of donated foods including end preducts processed from denaled

foods

Failure 1o mainlain records required by 7 CFR section 250.16 shall be considered prima facie
evidence of improper distribution or loss of donated foods, and the agency, processor, or entity 1s
llable for the value of the food or replacement of the food in kind (7 CFR secticns 250.16(a)(6}
and 250.15(c}).

During our test work on inventery, we defermined that inventory had been taken at the end of the
normal school year and recorded in the District's books; however, these commodilies were
subsequently sold to the Summer School Food Program. An inventory at the end of the fiscal
year was taken which included amounts that had been sold to the Summer Food Program and
the original inventory of 348,181 had not been reversed causing an overstatement of invenlory I1n
the School Food Program and an understatement of food costs in the Summer Food Program.

Recommendation

We recommend that the District put policies and procedures in place 1o ensure the proper
recording of inventory in compliance with federal guidelines.

Significant Deficiency- Material Weakness

Material Noncompliance

08-08 Procuremen! Requirements Should Be Followed and Reasonable Fees Should Be Established
whan Using Federal Granis for Construction Contracts

Finding

Program Passed lhrough the Mississippt Emergency Management Agency
Disaster Gran!s — Public Assistance {(Presidenlially declared disasters)
CFDA # §7.038

Compliance Reguirements: Procurement and Suspension and Debarment

Allowable Cosls/Cost Principles
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GULFPORT SCHOOL DISTRICT
Schedule of Findings and Questioned Costs
For the Year Ended June 30, 2008

During the fiscal year ended June 30, 2007, the district did not obtain gueies or bids for
construction projects funded by insurance and federal emergency management funding following
Hurricane Katrina. The district was unaware that the federal requirements were still applicable
after the Governer declared a state of emergency resulting in the district not obtaining necessary
quotes or bids.

We found it necessary 1o repeat this finding due to the fact that FEMA projects associated with
this failure in internal controls fell in the current audit year; our audit sample found two instances
of repair projects not obtaining federal mandated quotes or bids. The district recorded a
receivable from FEMA in the amount of $2,631,160, and as of the date of this report the
questicnable costs reporled on the June 30, 2007 in the amount of $1,773,426 had still not been
received.

Recommendaticn

We recommend that the district put procedures in place to ensure that all federal guidetines are
followed and required quotes and bids be obtained as set forth in 44 CFR 13.36(f){4}, the
procurement standards for Disaster Grants — Public Assistance (Presidentially declared
disasters).

Siagnificant Deficiency

08-08 Reporling and Budgeting Should be Acturate

Finding

Program: Passed through the Mississippi Department of Educaticn
Title |, CFDA # 84.010

Compliance Requirement: Reporling

During our test work, we found that the front cover page and page 6 of the 2007-2008
Consolidated Application for State and ESEA Federal Grant Program showed a total of
$2,808,880; however, individual schocl budget summaries (page 7) only lotaled $2,662,464 for
Title 1, Parl A Improving Basic Programs for a variance of $147,516.

The effect of this error could cause the District to under budget and under allocate to the
individual schools causing a carryover that exceeds federal guidelines.

Recommendation

We recommend that preparafion of budget reports be reviewed for accuracy to ensure that
amounts requested and budgeted are accurate.

Significant Deficiency

08-10 Federal Funds Should be Comparable

Finding

Program: Passed through the Mississippi Department of Education
Titie |, CFDA # 84.010

Compliance Requirement: Comparability
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GULFPORT SCHOOL DISTRICT
Schedule of Findings and Questioned Costs
For the Year Ended June 30, 2008

The district may receive funds under Tille |, Parl A cnly il State and iocal funds will be used in
participating schools tc provide services that, taken as a whole, are al least comparable to
services that the district is providing in schools not receiving Title |, Pant A funds.

During our review of correspondence and comparability calculations, we determined that the
School was not meet comparability (student/staff ratios) as of Seplember 30, 2007. Upen
notificalion that the school was not in comphance, the District corrected the staffing requirements
in December 2008,

Recommendation

Altheugh this noncompliance was cerrected within the same school year, we feel that the school
should strengthen its monitoring of comparability ratios to ensure thal the school remains in
compliance at ali times and does net risk loss of federal funding.
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GULFPORT SCHOOL DISTRICT
AUDITEE'S CORRECTIVE ACTION PLAN
AND
SUMMARY OF PRIOR YEAR AUDIT FINDINGS
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Gulfport School District

Board of Trustees & Office of the Superintendent

As requested by Section 315 of OMB Circular A-133, the Gulfperl Seheol District has prepared and
hereby submits the following corrective action plan for the findings included in the Schedule of Findings
and Questionable Costs for the year ended June 30, 2008.

Finding Corrective Action Plan Details
08-01 All bank accounts have been reconciled monthly since January, 2009.
08-02 Gulfport School District requires all departments to make deposits in a timely manner  All

bookkeepers were trained tn the proper handling of cash receipts and given writlen
procedures at a staff development in July, 2009. The accounts receivable clerk verifies
timely deposits and notifies the business manager of any issues.

08-03 The payroll department maintains a reconciliation on each non exempt employee that is
paid in twelve equal payments comparing the checks received to the hours actually
worked.  Procedures are being implemented to insure that employees are not being
compensated prior to actually earning the funds.

08-04 Club accounts are reviewed penodically to insure that they are not in a deficit and also,
balances are verified pricr to authorizing purchases.

08-05 This District will comply with this recommendation as much as is feasibie. However, the
payments in question were part of much larger settlements to the school district and not
payments specifically received and designated for the non-profit entity. Lump sum
payments were received over the course several years following Katrina, so to
specifically identify which payment was intended for specific items is nol feasible.

08-06 We will comply with this recommendation.

08-07 We will comply with this recommendation.

(8-08 The District is now aware of the requirement.

08-09 To ensure adequate reperling and budgeting, the follcwing measures have been
implemenled:

e Hire a full ime program coordinator

+ Divided bookkeeping duties with one bookkeeper being dedicated solely
to Title |

» Budgets are checked and verified by lhe Federal Program Coordinator in
conhjunction with the Cerlified Financial Cfficer and Director of
Instructional Programs.

08-10 Typically. the District monitors comparability after Labor Day to ensure more accurate
teacher-siudent ratiosfenroliment to keep from over staffing al site or distnet  Based on
our findings, the district determined thal Gaston Point Elementary was nol comparable 1o
Its counter parts. The pnncipal was immediaiely given permission to hire up to six (6]
teachers to correct the discrepancy. By December of the year in question, the pnncipal
was able lo fil! the positions with highly quaiified candidates
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Gulfport School District

‘v Board of Trustees & Office of the Superintendent

As requested by Section .315(b) of OMB Circular A-133, the Gulfport School Districl has prepared
and heraby submits the following summary schedule of prior year audit findings for the year ended June
30, 2008,

Prior year Finding Reference  Correct Action Taken

07-8 This is a repeat finding, See Finding 08-08.

07-7 This finding was reviewed and corrected.

07-8 This finding was reviewed and corrected.
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