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

Superintendent and School Boarid
Hazlehurst City School Distriet

We have audited the aceompanying financial statements of the governmental activities, each major fund and the
agpregate remaining fund information of the Hazlehurst City School District as of and for the year ended June 30, 2008,
which collectively comprise thc Hazlehurst City Sehool District’s basic finaneial statements as listed in the table of contents.
Thesc finaneial statements are the responsibility of the Hazlehurst City School District’s management. Qur responsibility is to
express opinions on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of America
and the standards applicable to finaneial audits contained in Government Auditing Standards, issued by the Comptroller
General of the United States. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement. An andit includes examining, on a test basis,
evidence supporiing the amounts and disclosures in the financial statements. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating the overall financial statemnent
presentation. We believe that our audit provides a reasonable basis for our opinions.

In our opinion, the financial statements referrcd to above present fairly, in all material respects, the respective
finaneial position of the governmental activitics, each major fund and the aggregate rcmaining fund information of the
Hazlehurst City School District, as of June 30, 2008, and the respective changes in financial position, thereof for the year then
ended in conformity with accounting prineiples generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated February 23, 2009, on our
constderation of the Hazlehurst City School District’s intemnal control over financial reperting and our tests of its eompliance
with certain provisions of laws, regulations, contraets and grant agreements and other matters. The purpose of that report is to
describe the scope of our testing of internal control over finaneial reporting and compliance and the results of that testing, and
1ot to provide an opinion on the internal control over finaneial reparting or on compliance. That report is an integral part of
an audit performed in accordance with Government Auditing Standards and should be considered in assessing the results of
onr audit,




vy

e

The Management’s Discussion and Analysis on pages 4 through 13 and the Budgetary Comparisou Schedule and

corresponding notes on pages 39 through 44 are not a required part of the basic financial statements but are supplementary
information required by the Governmental Accounting Standards Board. We have applied certain limited proeedures, 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 aud express no opinion on it.

QOur audit was condneted for the purpose of forming opinions on the financial statements that collectively eomprise
the Hazlehurst City School Distriet's basic financial staternents. The accompanying Schednle of Expenditures of Fedenl
Awards is presented for purposes of additional analysis as required by U.S. Offiee of Management and Budget Circular A-
133, Audits of States, Local Governments, and Non-Profit Organizations, and is not a required part of the basic financial
statements. In addition, the Schedule of Instructional, Administrative, and Other Expenditures-Governmental Funds is
presented for purposes of additional analysis and is not a required part of the basic financial statements. Such information has
been snbjected to the auditing procedures applied in the audit of the basic financial statements and, in our opinion, is fairly
stated, in all material respeets, in relation to the basic financial statements taken as a whole.

The other supplemental information section, whieh includes the Statement of Revennes, Expenditures, and Changes
in Fund Balances, General Fund, Last Four Years, and the Statement of Revenues, Expenditures and Chauges 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 is not a required part of the basic financial statements. Such information has not
been snbjected to the auditing procednres applied in the audit of the basic financial statemnents and, aecordingly, we express
no opinion on it.

7

Patrick E. Lowery and Adsociates
Certified Public Acconntants

February 23, 2009

Parrick E. LOWERY AND ASSOCIATES
CERTIFIED PURLIC ACCOUNTANTS
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Hazlehurst City School District
Office of the Superintendent

The discussion and analysis of the Hazlehurst City School 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 to look at the School District’s
performance as a whole; readers should also review the financial statements and the notes to the
basic financial statements to enhance their understanding of the School District’s financial
performance. Information contained in this section is qualified by the more detailed information
contained elsewhere in this district’s financial statements, notes to financial statements and any
accompanying materials. To the extent this discussion contains any forward-looking statements
of the District’s plans, objectives, expectations and prospects, the actual resuits could differ
materially from those discussed herein.

FINANCIAL HIGHLIGHTS

. Total net assets, including the effect of prior period adjustments, deereased $650,266,
which represcnts a 24% decrease from fiscal year 2007. This decrease in net assets is due
to the deficieney of revenues and other finaneing sourees over expenditures and other
financing uses. This situation resulted in a negative fund balanee in the General Fund
and Child Nutrition Fund at fiscal year end.

. General revenues aceounted for $9,771,279 in revenue, or 78% of all revenues. Program
specific revenues in the form of charges for services and grants and contributions
accounted for $2,783,572, or 22% of total revenues.

. The District had $13,172,293 in expenses; only $2,783,572 of these expenses were offset
hy program specific charges for services, grants and contributions. General revenues of
$9,771,279 and beginning net assets were adequate to provide for these programs.

. Among major funds, the General Fund had $9,470,900 in revenues and $9,983,892 in
expenditures. After net other financing uses of $461,552, the net change in fund balance
for the General Fund was a decrease of $974,544 from the previous fiscal year. The
current year deficiency of revenues and other financing sources over expenditures and
other financing uses resulted in a negative fund halance of $1,122,418 at fiscal year end.

. Capital assets, net of accumulated depreciation, decreased by $143,207.

. Long-term debt deereased by $460,203.

119 Robert McDaniel Drive, Hazlehurst, Mississippi 39083
601-894-1152 601-894-3170 {Fax)
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HAZLEHURST CITY SCHOOL DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JUNE 30, 2008

OVERVIEW OF FINANCIAL STATEMENTS

This discussion and analysis is intended to serve as an introduction to the District’s basic
financial statements. The District’s basic financial statcments are comprised of three
components: 1) government-wide financial statements, 2) fund financial statements, and 3) notcs
to the financial statcments. This report also contains other supplementary information in
addition to the basic financial statements themselves.

Government-wide financial statements. The government-wide financial statcments are
designed to provide readers with a broad overvicw of the Distnict’s finances, in a manner similar
to a private-sector business. These statements are prepared using the accrual basis of accounting
and include all assets and habilities.

The statement of net assets presents information on all the Distriet’s assets and liabilities, with
the difference between the two reported as net assets. Over time, inereases or decreases in net
assets may serve as a useful indicator of whether the fmancial position of the District is
improving or deteriorating.

The statement of activities presents information showing how the District’s net assets changed
during the most recent fiscal year. All changes in net assets are reported as soon as the
undcrlying event giving rise to the change occurs, regardless of the timing of related casb flows.
Thus, revenues and expenses are reported in this statement for some items that will only result in
cash flows in futurc fiscal years.

The government-wide financial statements outline functions of the District that are prineipally
supported by property taxes and intergovernmental revenues (governmental activities). The
governmental activities of the District include instruction, support services, non-instructional,
sixteenth section and interest and other expenses 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 categorics: 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-widc finaneial
statements. However, unlike the government-wide financial statements, governmental
fund financial statements focus on current spendable resources, as well as on balances of
spendable recsources available at the end of the fiscal year. Such information may be
useful in evaluating the District’s current financing requirements. Governinental 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
statements provide a detailed short-term view of the school district’s operations.
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HAZLEHURST CITY SCHOOL DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JUNE 30, 2008

Beeause the focus of governmental funds is narrower than that of the government-wide
financial statements, it is useful to compare the information presented for governmental
funds with similar information presented for governmental activities in the government-
wide financial statements. By doing so, readers may better understand the long-term
impaet of the Distriet’s current financing decisions. Both the governmental fund balance
sheet and the governmental fund statement of revenues, expenditures, and ehanges in
fund balances provide a reeonciliation to facilitate this comparison between governmental
funds and governmental activities.

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

Fiduciary funds. Fiduciary funds are used to aceount for resources held for the benefit
of parties outside the District. Fiduciary funds are not reflected in the government-wide
financial statements because resources of those funds are not available to support the
District’s own programs. The aecrual basis of aecounting is used for fidueiary funds. The
school district is responsible for ensuring that the assets reported in these funds are used
for their intended purpose.

Notcs to the financial statements. The notes provide additional information that is essential to
have a ful} understanding of the data provided in the government-wide and fund financial
statements.

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

The District adopts an annual operating budget for all governmental funds. A budgetary
comparison schedule has been provided for the General Fund and ecach additional major special
revenue fund.

Additionally, a schedule of expenditures of fedcral awards is required by OMB Cir. A-133, a
schedule of instructional, administrative and other expenditures for governmental funds and
Statement of Revenues, Expenditures and Changes in Fund Balance, General Fund and All
Governmental Funds, Last Four Years are also included in this report.
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HAZLEHURST CITY SCHOOL DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JUNE 30, 2008

GOVERNMENT-WIDE FINANCIAL ANALYSIS

Net assets. Net assets may serve over time as a useful indicator of a government’s financial
position. In the case of the District, assets exeeeded liabilities by $2,106,704 as of June 30,
2008.

The district’s net assets are comprised of 1) net assets invested in capital assets, net of related
debt, 2) restricted net assets and 3) unrestricted net assets. $2,505,496 of the District’s net assets
reflects its investment in capital assets (e.g., land, buildings, building improvements, mobile
equipment and furniture and equipment), less any relatcd debt used to acquire those assets that is
still outstanding. The District uses thcse capital assets to provide services to its students;
conscquently these assets are not available for future spending. $791,838 of the District’s net
asscts reflects its restricted net assets. A portion of the restricted net assets is expendable for
school based activities, debt service, forestry improvements and unemployment benefits. The
remaining portion of the restrieted net assets is nonexpendable for 16" section investment
purposes. The unrestricted portion of the District’s net assets 18 a negative amount of
$1,190,630. This negative amount is a result of the negative fund balance of the General Fund at
fiscal year end and the non-capital related debt outstanding at year cnd.

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

The following table presents a summary of the District’s net assets for the fiscal year ended June
30, 2008 and comparative data for the fiscal year ended Junc 30, 2007.

Net Assets Percentage
June 30, 2008 June 30, 2007 Change
Current assets $ 405,652 3 1,272,656 (68.1) %
Other asscts 127,652 108,105 18.1 %
Capital assets, nct 2,680,796 2,824,003 5.1)%
Total assets 3.214.100 4,204.764 (23.5) %
Currcnt liabilitics 863,884 744,079 16.1 %
Long-tcrm debt outstanding 243,512 703,715 (65.4) %
Total liabilities 1,107,396 1.447.794 (23.5)%
Net assets:
Invested in capital assets,
net of related dcbt 2,505,496 2,196,703 14.1 %
Restrnicted 791,838 784,556 0.9 %
Unrestricted (1,190,630} (224,289) (430.8) %
Total net assets $ 2106704 2,756,970 (23.6) %




HAZLEHURST CITY SCHOOL DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JUNE 30, 2008

The following are significant current year transactions that have had an impact on the Statement

of Net Assets:

. Current assets decreascd from the previous fiscal year due primarily to a decrease in cash

and cash equivalents and investments.

’ Capital assets decreased from the previous fiscal year due primarily to the disposal of a
few capital assets and the current year depreciation of the capital assets.

. Long-term debt outstanding decreased from thc previous ﬁscalhyear due pnmarily to

principal payments made during the fiscal year on existing long-term debt.

. Net assets invested in capital assets, net of related debt, increased from the previous fiscal
year due primarily to the reduction of long-term dcbt related to the capital assets.

. Unrestricted net assets decreased from the previous fiscal year due primarily to the
deficiency of revenues and other finaneing sources over expenditures and other financing
uses in the General Fund during the fiscal year resulting in a negative fund balance in the

General Fund.

Changes in net assets. The District’s total revenues for the fiscal year ended june 30, 2008

were $12,554,851. The total cost of all programs and services was $13,172,293. The following
table presents a summary of the changes in net assets for the fiscal year ended June 30, 2008 and
comparative data for the fiscal year ended June 30, 2007.

Revenues:
Program revenucs:
Charges for services
Operating prants and contributions
General revenues:
Property taxes

Grants and contributions not restricted

Other
Total revenues
Expenses:
Instruction
Support services
Non-instructional
Sixteenth section
Interest and other expenses
on long-term liabilities
Total expenses

Change in Net Assets Percentage
June 30, 2008 June 30, 2007 _ Change

$ 265,247 $ 321,175 (1749 %
2,518,325 2,408,073 4.6 %
2,247,727 2,193,380 2.5%
7,326,451 7,225,467 1.4%
197.101 310,064 36.4) %
12,554,851 12,458,159 0.8%
7,517,668 7,064,980 64 %
4.481,022 3,860,375 16.1 %
1,113,404 1,077,712 33%
38,837 63,628 (39.0) %
21,362 34,122 374)%
13,172,293 12.100.817 89 %
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HAZLEHURST CITY SCHOOL DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JUNE 30, 2008

Increase (Decrease) in net assets (617,442) 357,342 (272.8) %
Net Assets, July 1 2,756,970 2,454,844 123 %
Prior Period Adjustments (32.824) {55.216)

Net Assets, Restated, July 1 2,724.146 2,395,628 13.5%
Net Assets, June 30 $ 2.106,704 3 2.756.970 (23.6)%

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

. Instruction expenses increased from the previous fiscal year due primarily to an increase
in salaries and benefits of District employees.

. Support services expenscs increased from the previous fiscal year due primarily to an
increase in salaries and benefits of District employees and an increase in transportation
costs.

Governmental activitfes. The following table presents, for the fiscal year ended June 30, 2008
and comparative data for the fiscal year ended June 30, 2007, the cost of five major District
functional activities: instruction, support services, non-instructional, sixteenth section and
interest and other expenses on long-term debt. The table also shows each function’s net cost
(total cost less charges for services generated by the activities and intergovernmental aid
provided for specific programs). The net cost shows the financial burden that was placed on the
State and District’s taxpayers by each of these functions,

2008 2007
Total Net (Expense) Total Net (Expense)
Expenses Revenue Expenses Revenue

Instruction $ 7,517,668 § (6,083,840) § 7,064,980 § (5,815,950)

Support services 4,481,022 (4,106,097) 3,860,375 (3,384,680)

Non-instructional 1,113,404 (148,660) 1,077,712 (111,306)

Sixteenth section 38,837 (28,762) 63,628 (25.511)
Imerest and other expenses

on long-term liabilities 21.362 {21,362} 34,122 (34.122)

Total expenses $13,172293 $(10,388.721) $12.100817 $§ (9.371.569)

. The net cost of governmental activities for fiscal year 2008 in the amount of $10,388,721

was financed hy general revenue, which is made up of primarily property taxes of
$2,247,727 and state revenue of $7,326,451.

. Investment earnings accounted for $18,950 of funding.

10



HAZLEHURST CITY SCHOOL DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JUNE 30, 2008

FINANCIAL ANALYSIS OF THE DISTRICT’S FUNDS

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

Governmental funds. The foeus of the District’s governmental funds is to provide information
on current inflows, outflows and balances of spendable resources. Such information is useful in
asscssing the District’s financing requirements. In particular, unreserved fund balance may serve
as a useful measure of the Distriet’s net resources available for spending at the end of the fiscal
year.

The financial performance of the District as a whole is reflected in its governmental funds. As
the District completed fiscal year June 30, 2008, its governmental funds reported a combined
negative fund balance of $326,361. The net change in fund balance for the fiscal year was a
decrease of $976,878 due to the deficiency of revenues and other financing sourees over
expenditures and other financing uses. A portion of the fund balance is reported by fund type in
the unreserved, undesignated section of the Governmental Funds Balance Sheet. The portion of
the fund balanee reported in the General Fund is negative due to the deficiency of revenues and
other financing sources over expenditures and other financing uses. The portion of the fund
balance reported in the Special Revenue Funds will be used for school based aetivities. The
remaining fund balance is reserved or designated to indicate that it is not available for spending
because it has already been committed. This portion of the fund balanee is reserved for
advances, inventory, unemployment benefits, forestry improvements, debt serviee purposes and
permanent fund purposes.

The General Fund is the principal operating fund of the District. The net change in fund balance
for the General Fund for the fiscal year was a decrease of $974,544 due to the deficicncy of
revenues and other financing sourees over expenditures and other financing uses during the fiscal
year causing a negative fund balance at fiscal year end. The net change in fund balance for the
Child Nutrition Fund for the fiscal year was a decrease of $184,587 due to the deficiency of
revenues and other financing sourees over expenditures and other financing uscs during the fiscal
year also causing a negativc fund balance at fiscal year cnd. The net change in fund balance for
the 16" Section Interest Fund for the fiscal year was an increase of $118,150 due primarily to
sixteenth section sources generated during the fiscal year primarily from the sale of tiinber and
sixteenth section lease revenue. The net change in fund balance for the Other Governmental
Funds for the fiseal year was an increase of $64,103.

BUDGETARY HIGHLIGHTS

Over the course of the year, the District revised the annual operating budget. Budget rcvisions
included changes madc to increase or decrease revenues and expenditures as needed during the
fiscal year based on the result of actual activity, specifically to reflect a deerease in local and
state sources in the General Fund and to reflect an increase in expenditures incurred related to
salaries and benefits of District employees and transportation costs. Revisions were also made to

11
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HAZLEHURST CITY SCHOOL DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JUNE 30, 2008

reflect an increase in food service costs in the Child Nutrition Fund. Other budget revisions were
considered insignificant when compared to overal]l revenues and expenditures.

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

CAPITAL ASSETS AND DEBT ADMINISTRATION

Capital Assets. As of June 30, 2008, the District’s total capital assets, before depreciation, were
$6,483,561, including land, buildings, building improvements, mobile equipment and furniture
and equipment. This amount represents a gross decrease of $71,093 from the previous year due
to the disposal of various capital assets during the fiscal year. Total depreciation expense for the
year was $138,279. Total accumulated depreciation as of June 30, 2008 was $3,802,765,
resulting in total net capital assets of $2,680,796.

Capital Assets, Net of Depreeiation  Pereentage

2008 2007 Change

Land $ 25000 $§ 25000 0.0 %
Buildings 2,229,562 2,296,052 (2.9) %
Building improvements 65,786 69,656 (5.6) %
Mobile equipment 340,510 404,077 (157 %
Fumiture and equipment 19,938 29218 (31.8) %
Total $ 2680796 $ 2,824,003 5.1 %

Deht Administration. At June 30, 2008, the Distriet had $243,512 in long-term debt
outstanding, of which $52,411 is due within one year. During the fiscal year, the District made
principal payments in the amount of $452,000 on existing long-term debt. General obligation
bonds and limited obligation bonds were fully retired during the fiscal year.

Qutstanding Dcbt Percentage
2008 2007 Change
General obligation bonds payable 3 0 § 170,000 (100.0) %
Limited obligation bonds payable 0 235,000 (100.0} %
Transportation equipment loans payable 175,300 222,300 21.1)%
Compensated absences payable 68,212 76,415 (10.M) %
Total § 243512 § 703715 (65.4) %

CURRENT ISSUES

The fund balance of the General Fund decreased significantly from the previous fiseal year
resulting in a negative fund balance 0f $1,122,418. The Child Nutrition Fund also ended the
fiscal year with a negative fund balance of $334,716. Management of the School District has
expressed some concem for the financial future of the District. Some of the most critical
concemns are the increase in the employers mateh to the Public Employce’s Retirement System

12
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HAZLEHURST CITY SCHOOL DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JUNE 30, 2008

and the School District having to assume responsibility for a portion of the previously fully
funded employee health insurance.

CONTACTING THE DISTRICT’S FINANCIAL MANAGEMENT

If you have questions about this report, contact the Superintendent’s Office of the Hazlchurst
City School District, 119 Robert McDaniel Drive, Hazlehurst, MS 39083.

13
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ITazlehurst City School District Exhibit A
Statement of Net Assets
June 30, 2008

Governmental
Activities
Assels
Due from cther governments 379,762
Inventories 25,890
Restricted assets 127,652
Capital assels, not being depreciated:
Land 25,000
Capital assets, net of aecumulated depreeiation
Buildings 2,229,562
Building Improvements 65,786
Mobile equipment 340,510
Furniture and equiptment 19,938
Total Assets 5 3,214,100
Liabhilitics
Checks drawn iu exeess of deposits 41,915
Accounts payable and accrued liabilities b 697,289
Unearned revenuc 120,461
Interest payable on long-term liabilities 4,219
Long-term liabilities, due within cne year
Capital related liabilities 49,000
Non-capital related liabilities 3,411
Long-ierm liabililies, due beyond one year
Capital refated liabilities 126,300
Non-capital related liabilities 64,801
Total Liabilities 5 1,107,396
Net Assets
Investment in capital assels, net of related debt 5 2,505,456
Restricied net assels:
Expendable:
School - based activities 416,335
Debt service 128,222
Forestry improvements 63,454
Unemployment benefits 52,704
Non-expendable:
Sixteenth scction 131,083
Unrestricted - ¢1,1590,630)
Total Net Assets 5 2,106,704

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

15

Parrick E. LOWERY AND ASSOCIATES
CERTIFIED PUBLIC ACCOUNTANTS



r

o

r-

Hazlehurst Cily Schoot Diswrict Exhibil B
Staierment of Aclivilies

For the Year Ended June 10, 2008

Net (Expense)
Revenue and
Program Revenues Changes in Net Asgels
Operaling Capilal
Charges for Granls and Granls and Governmental
Functions/Progrmms Expenses Services Conlributicns Contribnligns Aclivities
Governmental Aclivities:

Instruction 5 7,517,668 101,754 1,332,074 - {6,083, 540y
Support services 4481,022 - 374,925 - (4,106,097)
Won-inslructional 1,113,404 153,418 811,326 - {148,660)
Sixteenth section 38,837 10,075 - - (28,762)
Interest on long-term liabililies 21,362 - - - (21,362)
Tatal govemmenial aclivilics 5 13,172,293 265,247 1,518,325 - {10,388,721)

General Revenues:

Taxes:
Gencral purpose levies 1,984,659
Debi purpose levies 263,028

Unrestricted grants and contributions:

2 7 ? 3, 4 7‘9\ State 7,326,451

Unrestricted invesimen eamings 18,950

J_ ; .;‘z Sixleenih section sonrces 165,869
/J ‘SS% ? S / Onher 12,282

Total General Revenues 9,771,279 li
7 7 _?70 Change in Nei Assels (617,442)
Nel Assets - Beginning 2,756,970
Prior Penod Adjuslmcehls {32,824)
Net Assets - Beginning - Reslated 2,724,146
Net Asseis - Ending s 2.106,704

The notes Lo the financial siaiemenls are an integral part of this stalemenl.

16

Patrick E. LOWERY AND ASSOCIATES
CErTIFIED PUBLIC ACCOUNTANTS




r

-

Hazlehurst City Schaool District Exhibit C
Balance Sheet - Governmental Funds
Jnne 30, 2008
Major Funds
Child Teacher/Principal  16th Section Oiher Total
General Nnlrition Training Tnlerest Governmental  Governmental
Fund Fund Fund Fund Funds Fnnds
ASSETS
Cash and cash equivalems b - - - 70,722 560,138 610,860
Due from other governments 123,758 - 156,339 - 29,443 309,540
Du¢ from cther funds 172,789 - - 591,924 160,646 0925359
Advance {0 ocher funds - - - - 3,40 3,431
Inventories - 25.8%0 - - - 25,890
Tolal Assels 5 296,547 25,830 156,315 662,646 753,638 1,895,080
— .
LIABILITIES AND FUND BALANCES
Liabjlities:
Checks drawn in excess of deposits 533,94 11,180 - - - 545,123
Accounts paysb'e and accrued liabilities & 586,898 16,244 12,421 2,000 79,726 657,289
Dwe Lo other funds 294,693 333,182 143,918 - §3,344 855,137
Advanuces trom other funds 3,431 - - - - 31431
Uneamed revenne - - - - 126,461 120461
Total Liabililies 1,418,965 360,606 156,319 2,000 283,531 1,221 441
Fund Balances:
Reserved for:
Advances - - - - 3431 3,431
Inventory - 15,6890 - - - 25,850
Unemployment benelits - - - - 52,704 52,704
Forestry improveinent - - - - 63,494 63,494
Debl service purposes - - - - 132,441 132,441
Permanent fund purposes - - - - 127,652 127,652
Unreserved:
Undesignated, reported in:
Gepera! fund (1,122,418) - . - - (1,122,418
Special Revenue funds - (360,606) - 660,644 20,405 390,445
Tolal Fund Balances (1,122,418) (334,716) - 660,646 470,127 (326,361)
Toral Liabililies and Fund Balances $ 296,547 25,890 156,339 662,646 753,658 1,895,080
e —— e

The noles to the [inancial stalements arc an inlegral part of this statement.
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Hazlelrsi City School District Exlhibit C-1
Reconciliation of Governmental Funds Balance Sheet to the Statement of Net Assets
June 30, 2008
Amount
Total Fund Balance - Governmental Funds 3 (326,361)
Amiounts reported for govermmental activities in the statement of nel assets are
different becanse:
1. Capital assets used in governmental activilies are not financial
resources and therefore are not reported in the funds, net of
accumulated depreciation of $3,802,765. 2,680,796
2. Long-term liabilities are not due and payable in the currem period and
therefore are not reported in the funds as follows.
Long-term liabilities (243,512)
Accrued interest on debt {4,219)
Total Net Assets - Governmental Aetivities b 2,106,704

The notes to the finaneial statements are an mtegral part of this stalement.
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Hazlehurst City Schoo] Dhstnict Exhibit O
8 al R . Expend and Changes in Fund Balances
Governnental Funds
For (he Year Ended June 10, 2008
Major Funds Onher Tolal
General Child Mureition Teacher/Principal L61h Seclion Gover l L]
Fund Fund Training Fund [nterest Fund Fundx Funds
Revenucs.
Laocal sources 3 21160010 153 088 - - 263,423 251250
Staie sounes 7,254,800 4,637 - - 186,471 1,546,200
Federal sources - B61.481 195,118 - 1,141,977 2,298,574
Sixigenth section sources - - - 127,789 49,765 177,554
Tolal Revenues 9,470,900 1,019,206 295,118 127,789 1,641 838 12,554 851
Expenditures
Instruchon 5749808 - 278,080 1,421,842 7,445,740
Suppaort services 3,981,544 146,904 6,198 - 284,418 4,419,264
Noninsiructional senaces - 1,067,050 - - 51,197 1,118,247
Sixteenth seclion - - - 2,396 36,241 18,837
Debe service:
Principal 235,000 - - - 217,000 452,000
Interest 17,530 - - - 11,448 10,578
Total Expendimures 9,983,892 1,213,954 184,478 2,396 2,024,146 12,509,066
Excess (Deficiency) of Revenues
Over Expenditures (512,992} {194,748} 10,640 125,193 {182,208) {954,21%)
Other Financing Sources (Uses)
Operaling wangfers in - - - - 495,199 493,199
Operaling ransfers oul (451,532) - {10,640) {7,047} (19.964) (499,159)
Tolal Other Financing Seurces (Uses) (461,552) - (10,640) (7.0431) 475,235 -
Nel Change in Fund Balances (974,544) {194,748) - 118,150 96,927 (954,215)
Fund Balances:
July 1, 2007, as previously reported (147,874) {150,12%) - 542,496 406,024 650,517
Priot perind adjusiments - - - - (32,824) {32,824)
July 1, 2007, as restated (147,874} (150,129} - 542,496 73,200 617,593
Tncrease (Decrease) in reserve for invenlory - 10,161 - - - 10,161
June 30, 2008 5 (1,122,418) (314,716) - 660,648 470,127 (326,361}
The notes lo Ihe finencial sialements ate an integral pan of this stalement.
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Hazlehurst City School District

Rcconciliation of the Governmental Funds Staternent of Revenues,
Expenditures and Changes in Fund Balances to the Statement of Activities
For the Year Ended June 30, 2008

Net Change in Fund Balances - Governmental Funds

Amounts reporied for governmental activities in the statement
of aetivilies are different beeause:

1. Governmental funds report eapital outlays as expenditures while governmental
aetivities report depreeiation 1o allocate these expenditures over the life
ofthe assets. Capital asset purchases amounted to $0 and the
depreciation expense amounted to $138,279,

2. Payment of principal on long-term liabilities is reported as an expenditure
in the governmental funds, but the payment reduces
long-term liabililies in the statement of aetivities,

3. In the Statement of Activities, only gains and losses from the sale of capital
assets are reported, whereas in governmental funds, proceeds from the sale
of eapilal assets increase financial resources. Thus, the change in net assets
differs from the cbange in fund balances by the following item:

Losses on sales of capital assets

4. Expenses in the slatement of activilies not normally paid with expendable
available financial resources are not reported as expenditures in the
governmenial funds:

Coinpensated Absences

5. Govemmental funds recognize interest ou long-term debt when it becomes
due, however, the statement of aclivities recognizes interest as it accrues
regardless of when it becomes due.

6. An inerease (+)/decrease(-} in the reserve for inventory is reported as a direct
increase/decrease to the fund balanee in the govermmenial funds but is a
decrease/increase in noninstructional service expenses in the Statement of
Activities,

Change in Net Assets of Governmental Activities

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

Amount

$ (954,215)

(138,279)

452,000

(4,928)

8,203

9,616

10,161

$ (617,442)
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Hazlehurst City School District Exhibit E
Statement of Fiduciary Net Assets
June 30, 2003
Agency  Private Purpose
Funds Trust Funds
Assels
Cash and cash cquivalents $ 70,222 29,110
Total Assets 5 70,222 29,110
Liabilities .
Duc to other funds 70,222 -
Total Liabilities b3 70,222 -
Net Assets
Reserved for scholarships 29,110
Total Net Assets 29,110

The notes to the financial statements are an integral part of this statement.
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Hazlehurst City School District
Statement of Changes in Fiduciary Net Assets
June 30, 2008

Additions
Interest on investments
Contributions and donations from private sources

Total Additions

Deductions
Scholarships awarded

Total Deductions
Change in net assets
Nel Assels
July 1 2007
Prior pericd adjustments

July 1, 2007, as restated

June 30, 2008

Exhibit F

Private Purpose
Trust Funds

————
e ————

The notes 1o the financial statements are an integral part of this staterment.

Patrick E, LOWERY AND ASSOCIATES
CERTIFIED PUBLIC ACCOUNTANTS




[ .

r

(1)

Summary of Significant Accounting Policies,

HAZLEHURST CITY SCHOOL DISTRICT

Notes to Financial Statements
For the Year Ended June 30, 2008

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

A,

Financial 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 related organization of, bnt not a
compenent unit of, the City of Hazlehurst since the governing authority of the city selects a majority of the
school district's board but does not have financial accountability for the school district.

For finaneial reporting purposes, Hazlehurst City School District has included all funds and organizations.
The District has also considered all potential component units for which it is finaneially aecountable and
other organizations for which the nature and significance of their relationship with the District are such that
exclusion would cause the District’s finaneial statements to be misleading or incomplete. The
Govemmental Accounting Standards Board has set forth criteria to be considered in determining financial
accountability. These criteria include appointing a voting majority of an organization’s governing body and
(1) the ability of the District to impose its will on that organization or (2) the potential for the organization
to provide specific benefits to or impose specific finaneial burdens on the District.

Basis of Presentation.
Government-wide Financial Statements:

The Statement of Net Asscts and Statemment of Activities report information on all of the nonfiduciary
activities of the District. For thc most part, the effcet of interfund activity has been removed from these
statements. Govemmental activities, whieh normally are supported by fax aud intergovernmental revenues,
are reported separately from business type activities, which rely to a signifieanr extent on fees and eharges
for support.

The Statement of Net Assets presents the District’s nonfiduciary assets and liabilities, 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 accumnulated
depreciation and reduced by the outstanding balances for bonds, notes or other debt attributable to
the acquisition, construction or improvement of those assets,

2. Restricted net assets result when constraints placed on net asset use are either
extcrnally imposed or imposed by law through constitutional provisions or cnabling legislation.

3. Unrestricted net assets consist of net assets not meeting the definition of the two preceding
categories. Unrestricted net assets often have eonstraints on resources imposed by management
which can be removed or modified.

The Statement of Activilies demonstrates the degree to which direct expenses of a given function or
segment is offset by program revenues. Direct expenses are those clearly identifiable with a specific
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HAZLEHURST CITY SCHOOL DISTRICT

Notes to Financial Statements
For the Year Ended June 30, 2008

function. Program revenues include 1) charges to customers or applieants who purchase, use, or direcily
benefit from goods, services, or privileges provided by a given function and 2) granis, eontributions 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 instcad as gencral revenues.

Fund Financial Statements:

Separate financial statements are provided for govemmental, proprietary and fiduciary funds, even though
the latter are excluded from the government-wide financial statements. Major individual govemmental
funds are reported as separate colurnns in the fund financial statements. All remaining governmental funds
are aggregated and reported as nonmajor governmental funds.

The school 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 to some other fund are accounted for
in this fund. From the fund are paid the general operating expenditures, including instructional,
support, and other costs.

Child Nutrition Fund — This fund accounts for the Child Nutrition local, siate and federal revenues
that are received and the expenscs assoeiated with Child Nutrition.

Teacher/Principal Training Fund — This fund aceounts for the federal revennes and expeuditures
associated with the program for teacher and principal training and reeruiting,

16" Section Interest Fund — This fund accounts for the transaetions resulting form the generation
of revenuc from the 16™ section land within that individual township that is legally required to be

placed in a 16" section interest fund.

All other gpovernmental funds not meeting the eriteria established for major funds are presenied in the other
govemmental colurnn of the fund finaneial statements.

Additionally, the sehool district reports the following fund types:

GOVERNMENTAL FUND TYPES

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

Debt Service Funds - Debt Service Funds are used to account for the accumulation of resources for, and the
payment of, general long-term debt prineipal, interest and related costs.

Permanent Funds - Permanent Funds are used to account for resources that are legally restricted to the
extent that only earnings, and not the principal, may be used for purposes that support the district’s
programs.

Patrick E. LoWERY AND ASSOCIATES
CERTIFIED PUuBLIC ACCOUNTANTS
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HAZLEHURST CITY SCHOOL DISTRICT

Notes to Financial Statements
For the Year Ended June 30, 2008

FIDUCIARY FUNDS

Private-purpose Trust Funds — Private-purpose irust funds are used to report all trust arrangements, other
thau those properly reported elsewhere, under which the principal and income benefit individuals, private
organizations, or other governments.

Ageney Funds - Agency Funds are used to report resourees held by the distriet in a purely eustodial capacity
(assets equal liabilities) and do not involve measurement of results of operations.

Measurement Focus and Basis of Accounting.

In the povemment-wide Statement of Net Assels and Statemeni of Activities, governmental activities are
presented using the economic resources measurement focus and the accrual basis of aecounting as are the
Fiduciary Fund Finaneial Statements. Revenues are recorded when earned and expenses are recorded when
a liability is ineurred 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 met.

Governmental fund financial statements are reported using the current financial resourees measurement
foeus and the modified accrual basis of accounting. Revenues are recognized as scon as they are both
measurable and available. Measurable means knowing or being able to reasonably estimate the amount.
Revenues are eonsidered to be available when they are colleclible within the eurrent period or soon enough
thereafter to 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
recorded when the related fund liability is incurred, as under accrual accounting, However, debt serviee
expenditures related to eompensated absenees and judgments, are recorded only when payment is due.

Federal grants and assistance awards made on the basis of enlitlement periods are recorded as receivables
and revenues when entitlement ocours. Federal reimbursement type grants are reeorded as revenues when
the related expenditures are recognized. Use of grant resources is conditioncd upon eompliance with terms
of the grant agreements and applicable federal regulations, which include subjecting grants to finaneial and
compliance audits.

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

Ad valorem property taxes arc levied by the goveming authority of the city on behalf of the school district
based upon an order adopted by the school board of the school district requesting an ad valorem tax effort
in dollars. Since the taxes are not levicd and collected by the school district, the revenues 1o be generated
by the annual levies are not recognized until the taxes are aetually colleeted by the tax levying authonity.

Capital asset acquisitions are reported as expenditures in govemmental funds. Proceeds of general long-
term debt and acquisitions under capital leases are reported as other finaneing sources.

Under the terms of prant agreements, the District funds certain programs by a combination of specific cost-
reimbursement grants and general revenues. Thus, when program expenses are incurred, there are both
restricted and unrestricted net assets available to finance the program. [t is the District’s policy to first
apply eost-retmbursement grant resources to such programs and then general revenues,
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HAZLEHURST CITY SCHOOL DISTRICT

Notes to Financial Statements

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 W
basis and are reeorded at the time the revenues are received from the State of Mississippi. '
Account Classifieations.

The aecount classifications used in the financial statements conform to the broad classifications
recommended in Gevernmental Accounting, Auditing and Financal Reporting as issued in 2005 by the
Government Finance Officers Association and are consistent with the broad classitications recommended in
Financial Accounting for Local and State School Systems, 2003 issued by the U.S. Department of
Education.

Encumbrances.

An encnmbrance system is not maintained to account for eommitments resulting from approved purchase
orders, work orders and coniracts.

Assets, liabilites, and net assets or equity
1. Cash, Cash equivalents and Investments

The district’s eash and cash equivalents are considered to be cash on hand, demand deposits, and
short term investments with original maturities of three months or less from the date of aequisition.
The school distriet deposits excess funds in the financial institutions selected by the sehool board.
State statutes specify how these depositories are to be selected.

Investments.

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

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

Investments are reported at fair market value.
2. Receivablcs and payables.

Activity between funds that are representative of lending/borrowing arrangements outstanding at
the end of the fiscal year are referred to as either “due to/from other funds” (i.e., the curent
portion of interfund loans) or “advances to/from other funds” (i.e. the non-current portion of
interfund loans). All other cutstanding balances between funds are reported as “due to/from other
funds.”

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 not available for
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HAZLEHURST CITY SCHOOL DISTRICT

Notes to Financial Statements
For the Year Ended June 30, 2008

appropriation and are not expendable available financial resources.
Due from Other Governments.,

Due from other governments represents amounts due from the State of Mississippi, and various
grants and reimbursements from other governments.

Invenlories and Prepaid [tems.

Donated commodities are reeeived from the USDA and are valued at USDA cost. Other
inventories are valued at cost (calculated on the first-in, first-out basis).The eosis of governmental
fund type inventories are reported as expenditurcs when purchased.

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

Restricted Assets.

Certain resources set aside for repayment of debt are classified as restricted assets on the balance
sheet because their use in limited by applicable debt statues. Also, the nonexpendable portion of
the Permanent Fund, if applicable, is classified as restricted assets because the 16™ Section
Prineipal Fund is not available for use by the district except as provided for under state statute for
loans from this account.

Capital Asscts.

Capital assets, which inctude 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 at historical cost or estimated historical cost based on
appraisals or deflated current replacement cost. Donated capital assets are recorded at esrimated
fair market value at the date of donation. The costs of normal maintenance and repair that do not
add to the value of an asset or materially extend assel lives are not capitalized. Capital assets are
defined by the District as assets with an initial, individual cost in excess of the threshold in the
following table and estimated useful lives in excess of two years,

Capital acquisition and construction are reflected as expenditures in Governmental Fund
statements and the related assets are reported as capital assets in the governmental activities
column in the government-wide financial statements.

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

Capitalization Estimated

Policy Useful Life

Land b 0 0
Bnildings 50,000 40 years
Building improvements 25,000 20 years

27

Parrick E. LOWERY AND ASSOCIATES
CERTIFIED PUBLIC ACCOUNTANTS



r r

r—

r—

r.rvr- r r

r

et

r

HAZLEHURST CITY SCHOOL DISTRICT

Notes to Financial Statements

For the Year Ended June 30, 2008
Improvements other than
buildings 25,000 20 years |
Mobile equipment 5,000 5-10 years
Furniture and equipment 3,000 3-7 years
Leased property under capital |
leases * .
(*) The threshold amount will eorrespond with the amounts for the asset classifications, as listed. "
See Note 5 for details.
Compensated Absenccs.

Employees of the school district accurnulate sick leave at a minimum amount as required by state
law. A greater amount may be provided by school district policy provided that it does not exeeed
the provisions for leave as provided in Sections 25-3-93 and 25-3-95. Some employees are
altowed personal leave and/or vacation leave in accordanee with school district policy. The
distriet pays for unused leave for employees as required by Section 37-7-307(5), Miss. Code Ann.
(1972).

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

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

In the government-wide, proprietary and component unit financial statements, outstanding debt is
reporied as liabilities. Bond issue cost, bond discounts or premiums, and the difference between

reacquisition price and the net carrying value of refunded debr are capitalized and amortized over
the terms of the respective bonds using a method that approximates the effective interest method.

The governmental tund financial statements rceognize the proceeds of debt and premiums as other
financing sources of the current period. Issuance costs are reported as expenditures. See Note 6
for details.

Fund eqnuity.

In the fund financial statements, governmental funds report reservalions of fund balance for
amounts that are not available for appropriaticn or are legally restricted by outside parties for use
for a specific purpose. Designations of fund balance represent tentative management plans that are
subject to change.

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

Fund reserves are portions of fund equiry that are legally segregated for a specific future use or are
nol available for current operations. Following is a description of fund reserves used by the
district:
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HAZLEHURST CITY SCHOOL DISTRICT

Notes to Financial Statements
For the Year Ended June 30, 2008

Reserved for advances — An aceount used to offset advances recorded in the asset accounts since
they do no 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
that invenlories do not represent available spendable resources even though they are a component
of net current assets.

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

Reserved for forestry improvement purposes — An account that represents a portion of the fund
balance that is legally restrieted for improving sixteenth section forest lands.

Reserved for debt service - An account that represents that portion of fund balanee in the debt
service fund which was legally restricted and not available for spending for any other purpose than
that for which it is restricted.

Reserved for permanent fund purposes — An accounl that represents a portion of the fund balance
that is legally restricted for investment purposes or borrowing by the school board for capital

purposes.

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

(2) Cash and Cash Equivalents.

The district follows thc practice of aggrepating the cash assets of various funds to maximize cash management
efficiency and retumns. Restrictions on deposits and investments 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 eollateral pledged for the school districts’ deposits in
financial institutions is held in the name of the State Treasurer under a program established by the Mississippi Stale
Legislature and is govcrned by Section 27-105-5, Miss. Code Ann. (1972). Under this program, the entity’s funds
are protected through a collateral pool administered by the State Treasurer. Financial institutions holding deposits of
public funds must pledge securities as collateral against those deposits. In the event of failure of a financial
institution, securities pledged by that institution would be liquidated by the State Treasurer to replace the public
deposits not covered by the Federal Deposit Insurance Corporation.

The carrying amount of the school district's deposits with financial institutions reported in the governmental funds
and fiduciary funds was $85,737 and $99,332, respectively. The camrying amount of deposits reported in the
government-wide statemnents was: Cash and cash equivalents $(41,915) and Restricted Assets $127,652. The
Restricted Assets represents the cash balance of the 16" section Principal funds (Permanent Funds) which is legally
restricted. As of Junc 30, 2008, $0 of the distriet’s bank balance of $641,606 was exposed to custodial credit nsk.

Custodial Credit Risk-Deposits. Custodial risk is the risk that in the cvent of a depository failure, the district will not
be able to recovcr deposits or collateral securities that are in the possession of an outside party. The district does not
have a formal poliey for custodial credit risk. However, the Mississippi State Treasurer manages that risk on bchalf
of the district. Deposits above FDIC coverage are collateralized by the pledging financial institutions trust
department or agent in the name of the Mississippi State Treasurer on behalf of the district.
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HAZLEHURST CITY SCHOOL DISTRICT

Notes to Financial Statements
For the Year Ended June 30, 2008

Interfund Receivables, Payables and Transfers,

The following is a summary of interfund transactions and balances:

A.

ll

Due From/To Other Funds:
Rcceivable Fund Pavable Fund Amount
General fund Child Nutrition fund  § 172,789
16" Seetion Interest fund Child Nutrition fund 160,393
General fund 294,693
Teacher/Principal Tr. Fund 136,838
Other governmental funds Teacher/Principal Tr. Fund 7,080
Other governmental funds 83,344
Agency funds 70,222
Total Funds 8 925,359

The purposc of the intcrfund receivables and payables are to close-out federal program funds at year end.
All interfund receivables and payables are expected to be repaid within one year.

Advances To/From Other Funds:

Recceivable Fund Payable Fund Amount
Other governmental funds General fund 3,431
Total 3 3,431

Note: The sixteenth section principal loans payable is not reflected on the statcment of net assets because
these funds were borrowed by the General Fund from the sixteenth section trust fund (Permanent Trust)

in accordance with Section 29-3-113, Miss. Code Ann. (1972). The revenues and expenditures associated
with these transactions were reflected on Exhibit D-1.

Sixteenth section principal loans payablc.

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

Year Ending

Junc 30 Principal Interest Total
2009 3,431 0 3431
Total $ 3,431 0 3431

Parrick E. LOWERY AND ASSOCIATES
CERTIFIED PUBLIC ACCOUNTANTS
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HAZLEHURST CITY SCHOOL DISTRICT

Notes to Finaneial Statements
For the Year Ended June 30, 2008

Transfers In/Out.

Transfer Qut Transfer In

General fund Other governmental funds $
Teaeher/Princ. Training fund Other governmental funds
16" Section Interest fund Other governmental funds
Other Governmental funds  Other governmental funds

Total Funds b

The purposes of interfund transfers are to transfer federal program indireet costs to the General fund and to
close out federal programs at year end. These transfers are consislent with the activilies of the fund making

the iransfer.

Restricted Assets.

The resiricled assets represent the cash balances, totaling $127,352 of the Sixteenth Section Principal Fund
(Permanent Fund) which is Icgally restrictcd and may not be used for purposes that support the district’s

Programs.

Patrick E, LOWERY AND ASSOCIATES
CERTIFIED PuBLIC ACCOUNTANTS
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461,552
10,640
7,043
19,964

499,199
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Capital Assets.

HAZLEHURST CITY SCHOOL DISTRICT

Notes to Financial Statements
For the Year Ended June 34, 2008

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

Non-depreciable capilal assets:

Land
Total non-depreciable
capilal assels

Depreciable capilal assels:

Buildings

Building improvements

Mobile equipment

Furmiture and equipment
Tolal depreciable capiial

Assets

Less accumulated deprecialion for

Buildings

Building improvements

Mobile equipment

Furnilure and equipruent
Tolal accumulated depreciation

‘Total depreciable capital

assels, net

Governmental activilies capilal

aszels, net

Instruction
Support services
Non-instruetional

Balance Completed Balance
7-1-2007 Addilions Reliremcm_f Conslruclion Adjustments 6-30-2008
b 25,000 25,000
15,000 ] 0 0 0 15,000
4,621,662 4,621,662
96,744 96,744
1,448,055 46,863 1,401,192
363,193 24,230 338,961
6,529,654 0 71,093 0 0 6,458,561
(2,325,610) (66,490) (2,392,100)
(27,088) (3,870) (30,953)
(1,043,978) (58,881) 42,177 (1,060,682)
(333,975) (5,038) 23,988 (319,025)
{3,730,651) (118,279) 66,165 0 0 (3,802,765)
2,799,003 (138,279) 4,928 0 0 2,655,796
$ 2,824,003 (138,279) 4,928 0 0 2,680,794
—— D —
Depreciation expense was charged to the following governmental functions:

Amount

73,670

58,881

5,728

138,279

Total depreciation expense

|
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HAZLEHURST CITY SCHOOL DISTRICT

Neotes to Financial Statements
For the Year Ended June 30, 2008

Long-term liabilities.
The following is a summary of changes in long-term liabilities and other obligations for governmental aetivities:

Amounls due

Balance Balance within cne
7-1-2007  Addilions Reduclions Adjuslments 6-30-2008 year
General obligation bonds payable 170,000 170,000 0
Limiled obligation bonds
Payable 235,000 235,000 O
Transportalion equipmeut
loans payable 222,300 47,000 175,300 49,000
Compensated absences payable 16,413 8,203 68,212 3,411
Toral b 703,715 0 460,201 0 243,512 52,411
A General obligation bonds payable.

General obligation bonds arc direct obligations and pledge the full faith and credit of the school district.
General obligation bonds currently outstanding are as follows;

Interest Issue Maturity Amount Amaount
Description Rate Date Date Issued Outstanding
General obligation refunding
Bonds, Series 1992 Varies 08-01-92 08/01/07 § 1,770,000 0
Total $ 1,770,000 0
B. Limited obligation bonds payable.

Limited obligation bonds are direct obligations and pledge the full faith and credit of the school district.
Limited obligation bonds currently outstanding are as follows:

Tnterest Issue Maturity Amount Amount
Description Rate Date Date Issued Outstanding
State aid capital
Improvement bonds 4,6% 04/01/1998 08/01/2008 § 1,463,000 0
Total $ 1,465,000 0
33
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HAZLEHURST CITY SCHOOL DISTRICT

Notes to Financial Statements
For the Year Ended June 30, 2008

C. Transportation equipinent loans payable.

Debt currently outstanding is as follows:

Interest Issue Maturity Amount Amount
Deseription Rate Date Date Issued Outstanding
Transportation Equipment
Notes Series 2005 3.87% 11/15/05 11715117 8 267,300 175,300
Total b3 267,300 175,300

This debt is retired from the Edncation Enhancement Building & Buses Fund (2410).

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

Year Ending

June 30 Principal Interest Tolal
2009 49,000 6,784 55,784
2010 52,000 4,888 56,888
2011 54,000 2,875 56,875
2012 20,300 786 21,086
Total s 175,300 15,333 190,633

D, Compensated absences payable.

As more fully explained in Note 1(F)}(7), compensated absences payable is adjusted on an annual basis as
required by Section 37-7-307(5), Miss. Code Ann. (1972). Compensated absences will be paid from the
fund from which the employees’ salaries were paid.

Defined Benefit Pension Plan.

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

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

Funding Policy. PERS members are required to contribute 7.25% of their annual covered salary, and the school
district is required to contribute at an actuarially determined rate. The rate for fiscal year ending June 30, 2008 is
11.85% of the annual covered payroll. The contribution requirements of PERS members and employers are
established and may be amended only by the State of Mississippi Legislature. The school district’s contributions to
PERS for the fiscal ycars ending June 30, 2008, 2007 and 2006 were $805,432, $771,019, and $720,212,
respectivcly, which equaled the required contributions for cach year.

34
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HAZLEHURST CITY SCHOOL DISTRICT

Notes to Financial Statements "
For the Year Endcd June 30, 2008

Other Commitments,

Operating leases:
The sehool district has an operating lease for eight Canon IR eopiers and three finisher/staplers.

Lease expenditures for the year ended June 30, 2008, amounted to $33,264. Future lease payments for this lease are
as follows:

Year Ending

June 30 Amount
2009 30,492
Total b3 30,492

Sixteenth Seetion Lands.

Sixteenth section school lands, or lands pranted in lieu thereof, eonstitute property held in trust for the benefit of the
public schools, The school board, under the general supervision of the Office of the Seeretary of State, has control
and jurisdiction of said school trust lands and of all funds arising from any disposition thereof. Itis the duty of the
school board to manage the school trust lands and all funds arising there from as trust property. Accordingly, the
board shall assurc that adequate compensation is received for all uses of the trust lands, except for uses by the public
schools. The following are the future rental payments to be made to the school district for the use of school trust
lands. These future rental payments arc from existing Icases and do not anticipate renewals or new leases,

Year Ending

June 30 Amount
2009 $ 55,796
2010 42,338
2011 42,338
2012 42,338
2013 42,338
2014 -2018 211,665
2019-2023 181,565
2024 — 2028 161,565
2029 - 2033 156,992
Thereafter 192,328
Total $ 1,129,263

Parrick E. LOWERY AND ASSOCIATES
CErRTIFIED PUBLIC ACCOUNTANTS
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HAZLEHURST CITY SCHOOL DISTRICT

Notes to Financial Statements
For the Year Ended June 30, 2008

{10) Pricr Period Adjustments/Exhibits.
A summary of significant fund equity adjustments is as follows:

Exhibil B - Statement of Activities

Explanation(s) Amount

Reclassify fund equity — an adjustment to correct a prior ycar error

in recording an asset or liability:
(32,824)
(32,824)

Exhibit D- Statement of Revenue, Expenditures and changes in Fund Balance

Explanation(s)

Reclassify fund cquity — an adjustment to correct a prior year emor

in reeording an assel or liability:

a) Other governmental Funds (32,824)
Total  § (32,824)

Subseqnent Events.
Tn October 2008, the sehool district issued a $400,000 tax and revenue antieipation note.
Risk Management.

The school district is exposed to various risks of loss related to torts; theft of, damage to and destruction of assels;
errors and omissions; injuries to employees; and natural disasters. Except as described below, the district carries
eommercial insurance for these risks. Settled claims resuliing from these insured risks have not exceeded
commercial insurance coverage in any of the past three fiscal years.

Participation in Public Entity Risk Pool.

The school district is a member of the Mississippi School Boards Association Workers' Compensation Trust
(MSBAWCT). The trust is a risk-sharing pool; such a pool is frequently referred to as a self-insurance
pocl. The trust consists of approximately 95 school districts and one community college and covers risks of
loss arising from injuries to the schocl district's employees. The Mississippi Workers' Compensation
Commission requires that an indemnity agreement be executed by each member in a workers’ eompensation
self-insurance pool for the purpose of jointly and severally binding the pool and eaeh of the employers
compnising the group to meet the workers' compensation obligations of each member. Each member of
MSBAWCT contributes quarterly to a fund held in trust by Wells Farge in Portland, Oregon. The funds in
the trust account are used to pay any claim up to $750,000. For a elaim exceeding $750,000, MSBAWCT
has insutance whieh will pay the excess up to the statutory amount required by the Mississippi Workers
Compensation Commission Act. If tolal claims during a year were to deplete the trust account, then the
memher school districts would be required to pay for the deficiencies. The district has not had an additional
assessment for excess losses incurred by the pool.

36
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HAZLEHURST CITY SCHOOL DISTRICT

Notes to Financial Statements
For the Year Ended June 30, 2008

Other Information.

The distriet was placed in conservatorship by the Mississippi Department of Education in April, 2008 and day to day
operations of the distriet remain under the control of the Conservator appointed by the Mississippi Department of
Education.

Deficit Fund Balance of Individual Funds.

A generie fund type listing of the individual funds that have a deficit fund balance, including amounts of the deficit,
is as follows:

Fund Fund Balance
District Maintenanee fund (General fund) $ (1,122,418)
Child Nutrition fund ( 334,716)

The deficit fund balanee of the Distriet Maintenance Fund is in violation of Seetion 37-61-19, Miss. Code Ann.
(1972). Section 37-61-19, Miss. Code Ann. (1972), imposes personal liability on any school official who knowingly
enters into any eontract, incurs any liability, or makes any expenditure in excess of the rcsources available for the
fiscal year under eertain eircumstances.

Contingeneies.

Federal Grants- The school district has received federal grants for specific purposes that are subjeet to audit by the
grantor agencies. Entitlements to these resourees are generally eonditional npon compliance with the terms and
eonditions of the grani agreements and applieable federal regulations, including the expenditure of resourees for
allowable purposes. Any disallowances resulting from the grantor audit may become a liability of the school district.
As of June 30, 2008, the single audit performed on these federal grants disclosed material instances of
noncomplianee, as reported in the Schedule of Findings and Questioned Costs. Any disallowanee by the grantor
agency could result in a liability of the school district, but ultimate resolution eannot presently be determined.
Aceordingly, no provision for any liability that may result has been recognized in the sehool district’s financial
statements.

Uncertainties.

In cases where a township is occupied by two or more school districts, state law requires that available sixieenth
section funds shall be divided between the school districts lying wholly or partly within such townships in proportion
to the number of children enrolled and residing in each sehool district. In order to determine what portions of
available sixteenth section funds are due to or from other school distriet, the superintendent of each school district is
required to compile lists of such children iu compliance with Section 28-3-121, Miss. Code Ann. (1972). Because
the Hazlehurst City School Distriet did not file lists of children as required, no division of sixteenth section revenues
has been accrued as a receivable or payable, as the case may be.

Of the townships Hazlehurst City School District shares with other school districts, Hazlehurst City School District
has control of some of the sixtcenth scction property. A portion of the sixteenth section revenues (rents, jeascs,
timber sales, etc) Hazlehurst City School District received on these sections may be due to other school districts. In
additiou, on thc other townships wherc another school district controls the sixtcenth section property, Hazlehurst
City School District may be entitled to a portion of the sixteenth section revenue the other school district(s) received.
Because Hazlehurst City School District did not compile or file lists of children as state law requires in either the
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HAZLEHURST CITY SCHOOL DISTRICT

Notes to Financial Statements
For the Year Ended June 30, 2008

current year or in preceeding years, neither the amounts of any liabilities owed to other school districts not the
amounts of any receivables from other school districts ean be determined.

|
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Hazlehurzl City School District
Budgelary Comparison Schedule

General Fund
For the Year Ended Tune 30, 2008

Revenues:
Local sources
Slale sources
Federal sources

Total Revenues

Expenditures:
Instruction
Support services
Debl service:
Principal
Interest
Total Expenditures

Excess (Deficiency) of Revenues
Over Expenditures

Olher Finaneing Sources (Uses):
Opemting lransfers in
Operating transfers out
Total Gther Financing Sources (Uses)

Net Change in Fund Balances

Fund Balances:
July 1, 2007

June 30, 2008

The notes to the required supplementary information are an inlegral part of this stalernent.
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Variances
Posilive (Negalive)
Budgeied Amounts Actual Qriginal Final
Original Final {GAAT Basis) to Final to Actual
2,291,017 2,111,270 2,116,010 (179,747) 4,740
7,501,695 7,354,890 7,354,890 {146,805) -
9,792,712 9,466,160 9,470,900 (326,552) 4,740
5,795,071 5,749,284 5,749,818 45,787 (534)
3,173,840 3,979,848 3,981,544 (806,008) {1,696)
235,000 235,000 235,000 - -
5,405 17,530 17,530 (12,125} -
9,209,316 9,981,662 9,983,892 (772,346) (2,230)
583,396 (515,502) (512,992) (1,098,898) 2,510
782,788 B37,808 B37,B0R 55,020 -
{1,154,149) (1,299,360) (1,299,360} {145,211) .
{371,361} {461,552} (461,552) {90,191} -
212,035 {977,054) {974,544) 1,189,089) 2,510
(147,874)
5
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Hazlehurst City Schoal District
Budgetary Comparison Schedule
Child Nutrition Fund

For the Year Ended June 30, 2008

Revenues:
Local sources
State sources
Federal sonrces
Total Revenues

Expenditures:
Support services
Noninstructional services
Total Expenditures

Excess (Deficiency) of Revenucs

Over Expenditures

Qther Financing Sources (Uses):
Operating transfers in
Operaling transfers out

Total Other Financing Sources (Uses)

Net Change in Fund Balences

Fund Balances:
July 1, 2007

Increase (Decrease) in reserve for invenlary

June 30, 2008

Variances
Positive (Negative)
Budgeied Amounts Actual Original Final
Original Final (GAAP Basis) 1o Final o Actual
5 87,200 153,088 153,088 55,888 -
. 4,637 4,637 4,637 -
933,200 861,481 861,481 {71,719} -
1,030,400 1,019,206 1,019,206 {11,194) -
134,079 146,904 146,904 (11,825} -
896,321 1,065 804 1,067,050 (169,483) (1,246)
1,030,400 1,212,708 1,213,954 {182,308) {1,246}
- (193,502} (194,748) (193,502) (1,246)
. (193,502) (194,748) {193,502) (1,246)
(150,129)
10,161
5 (334,716)

The notes 1o the required supplementary information are an integral part of this stalement.
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Hazlehurst Ciry School District
Budgelary Comparison Schedule
Teacher/Principal Training Fund
For the Year Ended June 30, 2008

Revenues:
Federal sources

Tolal Revenues

Expenditures:
Instruction
Support services
Total Expenditures

Excess (Deficiency) of Revenues
Over Expendilures

Other Financing Sources (Uses):
Opemling transfers out
Tolzl Other Financing Sources (Uses)

Nel Change in Fund Balances

Fund Balances:
July 1, 2007

Jane 30, 2008

The notes to the required supplementary informarion are an integral pan of this saternent.

Yariances
Posilive (Negalive)

Budgeted Amounts Actual Original Final
Original Final {GAAP Dasis) to Final to Achual
157 950 295,118 295,118 137,168
157,950 295,118 295,118 137,168

94316 278,080 278,080 {183,764)
63,634 6,398 6,398 57,236
157,950 184,478 284,478 {126,528)

. 10,640 10,640 10,640
- (10,640) (10,640) {10,640y
- (10,640) {10,640) (10,640)

Parrick E. LOWERY AND ASSOCIATES
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Hazlehurst City School District
Budgelary Comparison Schedule
L6th Section Inlerest Fund

For the Year Ended June 30, 2008

Revenues:
1 6th secrion sourees
Total Revenues

Expenditures:

Sixieenth seclion
Tolal Expenditures

Excess (Deficiency) ol Revenues
Over Expenditures

Chher Financing Sources (Uses):
Cperating wranafers ou
Total Oiher Financing Sources (Uses)

Net Change in Fund Balances

Fund Balances:
July 1, 2007, as previously reporied

June 30, 2008

Variances
Posilive (Negative)
Budgeted Amounts Actual Original Final
Original Final (GAAF Basis) to Final t Actual
276,901 127,789 127,789 (145,112) -
276,901 127,789 127,789 (149,112) .
- 2,596 2,596 (2,596) -
- 2,596 2,596 (2.596) -
276,901 125,193 125,193 {151,708) -
- (7,043) (7,043) (7,043) .
- (7,043) {1,043) (7,043) -
276,501 118,150 118,150 {158,751} .
542,496
3 660,645

The notes 1o the required supplementary infarmation are an integral part of this statement.
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HAZLEHURST CITY SCHOOL DISTRICT
Notes to Required Supplementary Information
For the Year Ended June 30, 2008

Budgetary Comparison Schedule

(1)

(2)

Basis of Presentation.

The Budgetary Comparison Schedules present the original legally adopted budget, the final legally adopted budget, the actual
dala on the GAAP basis, variances between the original budget and the final budget, and variances between the final hudget
and the actual daia.

Budpet amendmenis and revisions.
The budget is adopted by the school board and filed with the laxing authority. Amendments can be made on the approval of
the school board. By statute, final budget revisions must be approved by October 15. A hudgetary comparison is presente d

for the general fund and each major special revenue fund consistent with accounting principles generally accepted in the
United States of America.
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HAZLEHURST CITY SCHOOL DISTRICT

SUPPLEMENTAL INFORMATION
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HAZLEHURST CITY SCHOOL DISTRICT
Schedule of Expenditures of Federal Awards
For the Year Ended June 30, 2008

Federal Grantor/
Pass-through Grantor/
Program Title

Calalog of
Federal Domeslic
Assislauce Number

]

Federal
Expenditures

1.8, Depanmeut oi Agriculiure
Passed.through Mississippi Deparimenl of Education:
Child nutnition eluster:
School breakfast program
Naiional schon] lunch program
Summer [ood service program for children
Total child nutrition cluster
Total passed-ilirough Mississippi Department of Education

Total U 5. Depariment of Agriculture

U.5. Department of Defense

Direct program:
Reserve Officers” Training Corps
Total U.S. Departmeut of Defense

11.S. Department of Education
Passed-through Mississippi Department of Educalion:
Title 1 - grants o local eduealional agencies
Career and technieal education-hasie grants Lo states
Safe and drug-free schiools aud comnmunities - slate grants
State grants for innovative programs
Improving teacher quality slale grants
21* century leaming centers
Granus for stale assessments and related aclivilies
Total
Special education cluster:
Special edncation - grants to slates
Special education — preschool granls
Total
Total passed-through Mississippi Department of Edueation
Total U.S. Department of Education

Total for All Federal Awards

NOTES TO SCHEDULE

1. This sehedule was prepared using the same basis of accounting and the same significant accounting policies, as applicable, used for the

slatements.
2. The expenditure emounls include trans/(ers oul.

3. The pass-through entities did not assign identifying nnmbers to the school district.

Patrick E. LOWERY AND ASSOCIATES
CERTIFIED PUBLIC ACCOUNTANTS

10.553
10.555
10.559

12. XXX

24.010
B4.048
84 186
B4.298
84.367
84.287
84369

84.027
84.173

financial

43,127
618,353

10,160
871,640
871,640
871,640

64,599
4,599

642,399
24,520
7,279
3,459
295,118
44,941
1o
1.017.726

298,783

8,400
307,183
T 1,324,909
T 1,324,900

b 2,261,148
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Hazlehurst City School District
Schedule of Instructional, Administrative and QOiher Expenditures - Governmental Funds
For the Year Ended Junc 30, 2008

Instruction and Other

Student Instructional General School
Expenditures Total Expenditures _ Administration Administration Other
Salaries and friuge benefits  § 10,191,839 7,437,307 629 984 617,578 1,506,480
QOther 3,317,227 702,372 351,757 14,029 2,249,069
Total 5 13,509,066 8,139,769 081,741 632,007 3,755,549
Tolal number of students* 1,620
Cost per student b 8,339 5,025 606 390 2,318

For purposes of this schedule, the following columnar deseriplions are applicable:

Instruction and Other Student Instruetional Expenditures - includes the activities dealing directly with the interaction between
teachers and students. Included here are the aclivities of teachers, 1eachers aides or classroom assistants of any type. (all the 1000,

2100, & 2200 functional eodes).

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

Support Services - Business (2500s).

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

Other - includes all expenditure funclions not included in Instruction or Administration Calegories.

* Includes the number of students reported on the ADA report submission for month 9, which is the final subrmission for the fiscal year,

Note: include 100 aud 200 range object codes on the "Salaries and fringe benefits" line; all other expenditures on the "Other" line

*Month 9 ADA, 2007-08 Scheol Year
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* HAZLEHURST CITY SCHOOL DISTRICT

OTHER SUPPLEMENTAL INFORMATION
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AZLEHURST CITY SCHOOL DISTRICT

Statement of Revenues, Expendinires and Changes in Fund Balances

General Fund
Last Four Years

Revenues:
Local sources
Stale sources
Federal sources
Total Revenues

Expendituares:
Instruction
Suppon services
Debt service:

Principal
Intercst
Total Expenditures

Excess (Deficiency) of Revenues
over Expendinures

Other Financing Sources (Uses):
Proceeds of loans
Tnsuranee loss recoveries
Inception of capital leases
Operating transfers in
Operating transfers out
Total Other Financing Sources {Uses)

Nel Change in Fund Balances
Fund Balances:
Beginning of year
Prior period adjustments

Beginning of year, as restated

Eud of year

*SOURCE - PRIOR YEAR AUDIT REPORTS

"UNAUDITED" |
2008 2007+ 2006* 2005*
$ 2,116,010 2,101,399 2,247,141 2,197,126
7,354,890 7,230,544 6,669,468 6,082,501
- 40 19,123 14,866
9,470,900 9.331,983 8,955,732 8,294,493
5749818 5,489,261 5,204,325 5,225,502
3,981,544 3,313,068 3,239,762 2,982,467
235,000 250,526 503,009 260,690
17,530 17,941 28,563 40,794
9,983,892 9,070,796 8,975,659 8,509,453
(512,992) 261,187 (19.927) {214,960)
; - 263,018 ;
- - 14917 .
. - - 74,984
- . 1,002,276 1,119,543
{461,552) (524,463)  (1,249,160) (1,196,865)
(461,552) (524,463) 51,051 (1,938)
(974,544) (263,276} 31,124 (216,398)
(147,374) 117,012 87,988 313,873
. (1,610) {2,100) (28,957)
(147.874) 115,402 85,888 304,886
S (1,122,418) (147.874) 117,012 87,988
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Statement of Revenues, Expenditures and Changes in Fund Balances "UNAUDITED”
All Governmental Funds
Lasi Four Years
2008 2007* 2006* 2005*
Revenues:
Local sources 3 2,532,521 2,505,697 2,672,207 2,622,677
State sources 7,546,200 7,414,456 6,868,008 6,277,621
Federal sources 2,298,576 2,219,084 2,501,675 2,225.06!
Sixieenth section sources 177,554 318,922 311,371 196,219
Total Revenues 12,554,851 12,458,159 12,353,261 11,525,578
Expenditures:
Instruction 7,449,740 7,024,506 6,964,885 6,698,287
Support services 4,419,264 3,804,486 4,007,216 3,518,165
Noninstruclional services 1,118,247 1,068,034 1,023,340 1,016,666
Sixteenth seclion 18,837 63,628 48,474 244,802
Debr service:
Principal 452,000 503,526 750,009 558,226
Interest 30,978 44,222 58,322 122,361
Total Expenditures 13,509,066 12,508,402 12,852,246 12,158,507
Excess (Deficiency) of Revenues
over Expenditures (954,215) (50,243) (498,985) (632,929)
Other Financiug Sources (Uses):
Inception of capital lease - - - 74,584
Proceeds of loans - - 530,318 -
Insurance loss recoveries - - RER -
Operating transfers in 450,199 556,810 1,516,807 1,661,771
Operating transfers out (499,159) (556,810) {1,516,807) {1,661,771)
Total Other Financing Sources (Uses) 0 0 565,235 74,984
Net Change in Fund Balances (954,215) (50,243) 66,250 (557,945)
Fuud Balances:
Beginning of year 650,517 760,989 707,152 1,313,496
Prior period adjustments (32,824) (55.216) (2,100) {44,168)
Beginning of year, as reslated 617,691 705,773 705,052 1,269,328
Increase (Decrease) in reserve for invento 10,161 {5,013) (10,313) {4,231)
End of year ] (326,361) 650,517 760,989 707,152
*SOURCE - PRIOR YEAR AUDIT REPORTS
1]
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HAZLEHURST CITY SCHOOQL DISTRICT

REPORTS OGN COMPLIANCE AND INTERNAL CONTROL
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Member of Mississippl Soctety 215 SOUTH RAILROAD AVENUE PHONE {601} B33-1456
of Certified Public Accountants BROOKHAVEN, MISSISSIPPI 39601 FAX {601) 833-9896

EMAIL: plowery3@bellsouth. net
Member of American Tnstituse

of Certified Public Accountants

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

Superintendent and School Board
Hazlehurst City School District

We have audited the financial statcments of the governmental aclivities, each major fund and the aggregate
remaining fund information of the Hazlehurst City School District as of and for the year ended June 30, 2008 which
collectively comprise Hazlchurst City School District’s basic financial statements, and have issued our report thereon dated
February 23, 2009. We eonducted our audit in accordance with auditing standards generally accepted in the Unitcd States of
America and the standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the school district's internal eontrol over financial reporting as a
basis for designing our auditing procedures for the purpose of expressing our opinions on the financial statements, but not for
the purpose of expressing an opinion on the effeetiveness of the school district’s internal control over financial reporting.
Aceordingly, we do not express an opinion on the effectiveness of the school distriet’s internal control over financial
reporting.

Our consideration of internal control over financial reporting was for the limnited purpose described in the preceding
paragraph and would not necessarily identify all deficiencies in internal control over financial reporting that might be
significant deficicncies or material weaknesses. However, as discussed below, we identified certain deficieneies in the
internal control over financial reporting that we consider to be significant dcficiencies.

A control deficiency exists when the design or operation of a control does not allow management or employees, in
the normal course of performing their assigned functions, to prevent or detect misstatements on a timely basis, A significant
deficiency is a control deficiency, or combination of control deficiencics, that adversely affects the entity’s ability to initiate,
authorize, reeord, process, or report financial data reliably in accordance with generally aecepted accounting prineiples snch
that there is more than a remoie likelthood that a misstaterment 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 2008-01, 2008-02, 2008-03, 2008-04, 2008-03,
2008-06, 2008-07, 2008-08, 2008-09, 2008-10, 2008-11, 2008-12, 2008-13, 2008-14, 2008-15, and 2008-16 10 be significant
deficiencics in internal eontrol over financial reporting.

52




[ R

|
|

A material weakness is a signifieant deficiency, or combination of significant deficicncics, thal results in more thana
remote likelihood that a material misstatement of the finaucial statements will not be prevented or detected by the school
district’s intemal conirol,

Our consideration of internal control over financial reporting was for the limited purpose described in the firs!
paragraph of this section and would not necessarily identify all deficieneies in the internal control that might be significant
deficiencies and, accordingly, would not necessarily disclose all significant deficiencies that are also considered to be waterial
weaknesses. However, of the significant deficiencies deseribed above, we consider Findings 2008-01, 2008-02, 2008-03,
2008-04, 2008-05, 2008-06, 2008-07, 2008-08, 2008-09, 2008-10, 2008-11, 2008-12, and 2008-13 to be malerial
weaknesses.

Compliance and Other Matters

As part of oblaining reasonable assurance about whether the school district's finaneial statements are free of material
misstatement, 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 complianee with those provisions was not an objective of our andit and,
accordingly, we do not express sueh an opinion. The results of our tests disclosed instances of noncompliance or other
matlers that are required to be reported under Government Auditing Standards which are described in the accompanying
Schedule of Findings and Questioned Costs as Findings 2008-01, 2008-02, 2008-03, 2008-04, and 2008-05. We also noled
certain immatcrial instance of noocompliance or other matters that we have reported to management of the schoel district ina
separate letler dated February 23, 2009, which is included in this report.

Hazlehurst City Schoo! District’s responses to the findings identified in our audit are described in the accompanying
Auditec’s Corective Action Plan. We did not audit Hazlehurst City School District’s responses and, accordingly, we cxpress
no cpinion on them.

This report is intended solely for the information and use of the school board and management, entilies with
accreditation overview, and federal awarding agencies and pass-through entities and is not intended 10 be and shonld not be

used by anyone other than these specified parties. However, this report is a matler of public record and its distribution is not
limited.

i 1 i

Patrick E. Lowery and Associates
Certified Public Accouniants

February 23, 2009
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PaTrICcK E. LOWERY AND ASSOCIATES
CERTIFIED PUBL!C AC‘COUNTANT 5

Member of Mississippi Society 215 SOUTH RAILROAD AVENUE PHONE (601) 833-1456
of Certified Public Acconniants BROOQKHAVEN, MISSISSIPPI 39601 FAX (601) 833-98%6
EMAIL: plowery3@bellsouth.net

Member of American Insoirure
of Certified Priblic Accountanis

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

Snperintendent and School Board
Hazlehurst City School District

Compliance

We have audited the compliance of the Hazlehurst City School District with the types of compliance requirements
deseribed in the U.S. Office of Management and Budget (OMB} Circular A-133 Compliance Suppiemesni that are applicable
to each of its major federal programs for the year ended June 30, 2008, The school district's major federl programs are
identified in the summary of auditor'’s results section of the accompanying Schedule of Findings and Quesiioned Costs.
Compliance with the requirements of laws, regulations, contracts and grants applicable to each of its major federal programs
is the responsibility of the school district's management. Qur responsibility is to express an opinion on the sehool distriel's
compliance based on our audit.

We conducted our audit of complianee in accordance with auditing standards generally accepted in the United States
of America; the standards applicable to financial audits eontained in Gavernment Auditing Standards, issued by the
Comptroller General of the United Statcs; and OMB Circular A-133, Audits of States, Local Governments, and Non-Profit
Organizations. Those standards and OMB Circular A-133 require that we plan and perform the audit to obtain reasonable
assurance about whether noncompliance with the types of compliance requirements referred to above that eould have a direct
and material effeet on a major federal program oceurred. An audit includes examining, on a test basis, evidence about the
school district's compliance with those requirements and performing such other procedures as we considered necessary in the
circumstances. We believe that our audit provides a reasonable basis for our opinion. Our audit does not provide a legal
determination on the school district's compliance with those requirements.

As described in Findings 2008-17, 2008-18, 2008-19 and 2008-20 in the aceompanying Schedule of Findings and
Questioned Costs, the sehool distriet did not comply with requircments regarding eligibility testing, allowable costs and
verification procedures that are applicable to the Child Nutrition Cluster. Compliance with such requirements is neeessary, in
our opinion, for the school district to compty with the requirements applicable 1o these programs.

In our opinion, exeept for the noncompliance described in the preceding paragraph, Hazlehurst City School District
comnplied, in all material respects, with the requirements referred to above that are applieable to each of its major federal
programs for the year ended June 30, 2008.

Internal Control Over Compliance

The management of the Hazlehurst City School District is responsible for establishing and maintaining effective
internal control over compliance with requirements of laws, regulations, contraets and grants applicable to federal programs.
In planning and performing our audit, we considered the school district's internal control over compliance with requirements
that could have a direct and material effect on a major federal program in order to determine our auditing procedures for the
purpose of expressing our opinion on complianee, but not for the purpose of expressing an opinion on the effectiveness of
internal contro} over eompliance. Aecordingly, we do not express an opinion on the effeetiveness of the school district’s
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internal control over compliance. Accordingly, we do not express an opinion on the effectiveness of the sehool district’s
internal control over compliance.

Our consideration of internal eontrol 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 thbat might be significant
deficiencies or material weaknesses as defined below. However, as discussed below, we identified certain deficiencies in
intcrmal confrol over compliance thal we consider to be significant deficiencies and others that we consider to he material
weaknesses.

A eontrol deficiency in an entity’s internal control over compliance exists when the design or operation of a contro}
does not allow managcment or employees, in the normal course of performing their assigned functions, to prevent or detect
noncompliance with a type of compliance requirement of a federal program on a timely basis. A significant deficiency isa
control defieieney, or a combination of control deficiencies, that adversely aifects the entity's ability to administer a federal
program such that there is morc than a remote likelihood that noncompliance with a type of compliance requirement of a
federal program that is more than ineonsequential will not be prevented or detectcd by the entity’s internal control. We
consider the deficiencies in the internal control over eompliance described in the accompanying Schedule of Findings and
Questioned Cosls as Findings 2008-17, 2008-18, 2008-19, 2008-20 and 2008-21 to be significant deficiencics.

A malerial weakness is a significant deficiency, or combination of significant deficiencies, that results in more thana
remote likelihood that material noncompliance with a type of compliance requirement of a federal program will not be
prevented or detected by the entity’s internal control. Of the significant deficiencies in the internal control over compliance
deseribed in the accompanying Schedule of Findings and Questioned Costs we consider Findings 2008-17, 2008-18, 2008-19
and 2008-20 to be material weaknesses.

Hazlehurst City School District’s response to the findings identified in our audit is described in the accompanying
Auditee’s Corrective Action Plan. We did not audit Hazlehurst City School Districl’s response and, accordingly, we express
no opinion on it.

This report is intcnded solely for the information and use of the school board and management, others within the
enlity, entities with accreditation overview, and federal awarding agencies and pass-through entitics 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 reeord and ils
distribution is not limited.

A Yoy ad fuoitin

Patrick E. Lowery and Assoeciates
Certified Public Accountants

February 23, 2009
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CERTIFIED PUBRLIC ACCOUNTANTS

Member af Mississippi Society 215 SOUTH RAILROAD AVENUE PHONE (601) 333-1456
aforrfﬁfd Public Accounsan BROOKHAVEN, MISSISSIPPI 39601 FAX (601) B33-9896

EMAIL: plowery3@bellsouth.net
Member of American Institure

of Certified Public Accountants

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

Superintendent and Scheol Board
Hazlehurst City School District

We have audited the financial statements of the governmental activities, each major fund and the aggregate
remaining fund information of the Hazlehurst City School District as of and for the year ended June 30, 2008 which
collectively comprise Haztehurst City Schoel District’s basic financial statements, and have issued our report thereon dated
February 23, 2009, We conducted our audit in accordance with auditing standards gencrally accepted in the United States of
America and the standards applicable to financial audits contained in Govermment Auditing Standards, issued by the
Comptroller General of the United States.

Section 37-9-18(3)(a), Miss. Code Ann. (1972), states in part, “the auditor shall test to insure that the school district
is complying with the requirements of Section 37-61-33(3)(a)iii), Miss. Code Ann. (1972), relating to classroom supply
funds”. As required by the state legal compliance audit program prescribed by the Office of the State Auditor, we have also
performed procedures to test compliance with certain other state laws and regulations. However, providing an opinion on
compliance with all state laws and regulations was not an ohjeetive 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)(a)(ii1),
Miss. Code Ann. (1972), disclosed no instances of noncompliance. The district reported $16,002.37 of classroom supply
funds carricd over from previous years.

Section 37-9-18(3)(b), Miss. Code Ann. (1972), states in part, “the auditor shall test to insure correct and appropriate
coding at 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 to test compliance with the requirements of Scction 37-9-19(3)(b), Miss.
Code Ann. (1972), disclosed no instances of noncompliance related to ineomect or inappropriate functional level expenditure
coding.

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

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

The results of procedures performed to test compliance with certain other state laws and rcgulations and our audit of

the financial statenients ‘disclosed the following immaterial instances of noncomplianee with other statc laws and regulations.
Qur findings and reeommendations and your responscs are as follows:
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The district should comply with state law tegarding shared 16™ section townships and preparing lists of educable
children within those townships.

Finding

The district did not prepare a list of educable children by township of children enrolled and residing in shared
sixteenth section townships by December 31 as required by Sectien 29-3-121, Miss. Code Ann. (1972). This finding
is a repeat finding from prior ycars.

Recommendation

The district should comply with Section 29-3-121, Miss. Code Ann. (1972}, which requires the district to compile

a list of educable children enrolled and residing in the district. Such lists shall be made separately as to the township
in which such children reside and filed with the superintendent of the custodial district on or before December 31 of

each year.

School District’s Responsc

We concur.

The district shonld comply with state law regarding shared 16" section townships and shared revenue between
school districts.

Finding

The district should comply with Section 29-3-119, Miss. Code Ann. (1972) which requires in cases where a township
is occupied by two or more school districts that the revenue be divided among the districts according to applicable
percentages derived from the list of educable children (see finding 1}.

Recommendation

The district should comply with Scction 29-3-119, Miss. Code Ann. (1972) and divide revenues from shared
townships with other distriets.

School District’s Response

We concur.

The district should promptly collect sixtecnth section leases.
Finding

Seclion 29-3-57, Miss. Code Ann. (1972), states, “It shall be thc duty of the superintendcnt of education 1o collect
promptly all rentals due and all principal and interest duc upon loans and investments of Sixteenth Section Principal
Trust Funds. Upon a sixty (60) day defanlt in payment of any rentals according to the terms of such lease, the lease
shall be declared terminated unlcss the board of edueation finds extenuating eircumstances werc present................ ”

During test work, we identified numerous leases for which paymenis were more than 60 days past due with no
documentation that board action had been taken as required by Section 29-3-57, Miss, Code Ann. (1972).

Recommendation

The district should comply with Section 29-3-57, Miss. Code Ann. {1972), when leases are in default for more than
58
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60 days from the date due by declaring thc lease terminated unless the board of education finds extenuating
circunstances are present and records such action in the board minutes.

Schoal District’s Respanse

We concur. The district will comply with Section 29-3-57, Miss. Code Ann. (1972), and insure that when lcases are
in defanlt for more than 60 days from the due date, the district will declare the lease terminated unless the school
board finds that extenuating cireumstances are present and such action is recorded in the school board minutes.

The district transferred funds from the sixteenth section interest fund after failing to make required payments on a
sixteenth section loan.

Finding

Section 29-3-111, Miss. Code Ann. (1972), states, “No school land trust funds may be expended after the annual
payment date until the payment is madc on such loan. The annual payment can be made from any funds avaitable to
the school district except minimum foundation program funds.” The annual principal and interest payment was not
made on the 16™ section principal loan. The district ransferred funds from the sixteenth section interest fund after
the due date of the annual payment. All these transfers were in violation of state law and have been reclassified as
due from other funds in the sixteenth section interest fund and due 1c other funds in the general fund.

Recommmendation
This has been a recurring finding in audits of the district. We recommend the district repay the entire outstanding

balance on this loan as soon as pessible to allow for the legal transfer of funds from the sixteenth seetion interest
fund.

School District’s Response

We concur.

The district did not advertise for bids for depositories.

Finding

Section 37-7-333 Miss. Code Ann. (1972), states, “School beards shall advertise and accept bids for depositories, no
less than once every three (3) years, when such board determines that it can obtain a more favorable rate of interest
and less administrative processing.” The district has not advertised for bids for the school depositories within the
last three years.

Recommendation

The school district should advertise for competitive bids for depositories in aceordance with Section 37-7-333 Miss.
Code Ann. (1972),

School Districts Response

We concur.

The district did not obtain comnpetitive bids for financing on a lease purchase agreement.
Finding

Section 37-7-13 Miss. Code Ann. (1972), states, “Lease-purchase financing may also be obtained from the vendor or
39
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from a third-party source after having solicited and obtained at least two (2} writtcn competitive bids.” The scheel
district entered into a lease purchase agreement to purchase 30 computers from CDW-G and financed them throngh
CIT without obtaining competitive bids for the financing agrecments

Recommendation

The school distriet should obtain competitive bids prior lo entering into a lease purehase agrecment.

Schoel District Response

We concor.

The sehool district did not follow appropriate procedures regarding PERS retirces hired as independent

contractors.

Finding

Sectien 25-11-127 Miss. Code Ann, (1972} addresses reemployment of PERS retirees by an entity eovered under the
PERS system. The school district hired 2 individuals that were PERS retirees and did not complete the appropriate
forms or notify PERS that the individuals had been performing work for the sehool district.

Recommendation

The school district should netify PERS when an individual is hired as an independent contractor and is also covered
by the PERS retirement system,

School District Response
Wc concur,

The school district should pay substitute teachers at the standard substitute rate of pay.

Findin

The school district hired two PERS retirees as substitute teachers. The employees were paid at their regular daily
rate of pay that was in place prior to their retirement rather than the substitute rate of pay.

Recommendation
All substitute teachers should be paid at the standard substitute rate of pay.

School Distrct Response

We coneur.

Parrick E. LOWERY AND ASSOCIATES
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The Office of the State Auditor or a public accounting firm will review, on the subsequent year's audil engagement,
the findings in this report to insure that corrective action has been taken.

The Hazlehurst City School District’s responses to the findings included in this report werc 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 should not be
used by anyone other than these specified parties. However, this report is a matter of publie record and its distribution is net
limited.

h 4 A L3 '
Patrick E. Lowery add Asdoeiates

Certified Publie Aceonntants

February 23, 2009
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HAZLEHURST CITY SCHOOL DISTRICT

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
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Section |: Summary of Auditor's Results

Financial Statements:

2. Material noncompliance relating to the financial siatements?
3. Intemal controf over financial reporting:
a. Material weaknesses identified?
b. Significant deficiency(ies) identified that is not considered to be a material
weakness?
Federal Awards:
4, Type of auditor’s report issued on complianee for major federal programs:
Child Nutrition Cluster
Special Education Cluster
5. Internal control over major programs:
a. Matcrial weakness identified?
b. Significant deficiency(ies) identified that is not considered to be a material
weakness?
6. Any audit findings reported as required by Section _.510(a) of Circular A-133?
7. Federal programs identified as major programs:
a. Child Nutrition Clnster
CFDA # 10.553 School Breakfast Program
CFDA# 10,555 National School Lunch Program
CFDA # 10.559 Summer Food Service Program for Children
b. Special Education Cluster
CFDA # 84.027 Special Education grants to states
CFDA # 84.173 Special Education preschool grants
8. The dollar threshold vsed to distinguish between type A and type B programs:
9. Auditee qualified as a low-risk auditee?
10.  Prior fiscal year audit finding(s) and questioned cost relative to federal awards

Type of auditar’s report issued on the financial stalements:

which would require the auditce to prepare a summary schedule of prior audit
findings as discussed in Section 315(b) of OMB Circular A-1337

Unqualified

Yes

Yes
Yes

Qualified
Qualified

Yes
Yes

Yes

300,000
No

Yes

Parrick E. LOWERY AND ASSOCIATES
CErRTIFIED PUBLIC ACCOUNTANTS



Section 2: Financial Staternent Findings

Material Non-Compliancc/ Material Weakness
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2008-01 Expenditures should be limited to available resources-Repcat from prior year I

Finding

Section 37-61-19, Miss. Code Ann. (1972), states, “It shall be the duty of the superintendeuts of
schools and the school boards of all school districts to limit the expenditure of school funds
during the fiscal year 1o the resources available. It shall be unlawful for any school district to
budget expenditures from a fund in excess of the resources available within thal fund.
Furthermore, it shall be unlawful for any coutract to be entered into or any obligation incurred or
expenditure made in excess of the resources available for such fiscal year.”

Budgetary controls were not in place to prevent the district from expending funds in cxcess of its
available resources during the fiscal year. The district’s financial statements include a deficit fund
balance of $1,122,418 in the Gencral fund and a deficit fund balance of $334,716 in the Food
Service fund at June 30, 2008. General Fund expenditures exceeded budgeted amounts by
81,189,089 and Food Service expenditures exceeded budgeted amounts by $193,502,

The dcficit fund balances have resulted in the district’s finances being administered by a Financial
Advisor appointed by the Mississippi Department of Education and contributed to the declaration
of a state of emergency by the Govemor which resulted in a Conservator being placed in charge of
the distriet.

Recommendation
We recommend that the district put a spending plan in place to insure compliance with Section

37-61-19, Miss. Code Ann. (1972), which requires the district’s expenditures not to exceed
resources available.

2008-02 The District’s payroll systemn should be in complianee with the United States Department

of Labor’s Fair Labor Standards Act-Repeat from prior vear.
Finding

The Fair Labor Standards Act requires that employers pay overtime to non-exempt workers at a
rate not less than one and one-half times regular pay. In performung our tests of payroll
transactions we reviewed the computenized records for the district’s time clock. We noted that the
employee administering the system repeatedly and systematically over-rode the hours worked for
various employees to eliminate overtime hours. These overrides were accompanied by notes sueh
as “employee not authorized to work late”. We were unable to discuss this with the employee
who made the overrides as that employee is no longer with the distriet. The district paid out
several hundred thousand dollars as a result of a previous lawsuit related to avertime, therefore,
we believe this is a maternial weakness.

Recommendation

The District should comply with all aspects of the Fair Labor Standards Act including paying
ovortime.
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2008-03 Controls over eligibility testing by the Food Service Department should be streugthened.

Findinp

Program: Child Nutrition Cluster-passed through Mississippi Department of Education
School breakfast program: CFDA 10.553

National school luneh program: CFDA 10.555

Summer food service program for children: CFDA 10.559
Compliance Requirement: Eligibility

Free and reduced meal applications could not be located for testing purposes, The MDE review of
the applications resulted in numerous deficieneies such as mssing applications, incomplete
applications, and applications that were approved incorreetly. To reeeive meals served free orat a
reduced priee under the programs, a child’s family must submit an application to the district. The
application establishes that the child’s family income and farmly size place him/her within income
eligibility standards issued by the State Department of Education in accordance with guidelines
published by USDA Food and Nutrition Service. Due to the errors noted above, thc MDE was
unable to determine the amount of any overclaim.

Recommendation

The district should implement procedures to ensure compliance with eligibility requirements set
forth by USD A Food and Nutrition Service.

2008-04 Cash draw downs should only be for the school district’s immediate cash needs.

Finding
Program: 21* Century Learning Centers-passed through Mississippi Department of Education
CFDA 84.287

Complianee Requirement-Cash Management

The school district drew funds for the 21* Century Leaming Centers Federal Program in excess of
its cash needs. The total actual expenditures for year one of the program were $44,940.55. Total
reimbursements were $63,030.00. This resulted in the school district receiving an excess of
$18,089.45 in funds. These funds are due back to the Mississippi Department of Education.

Recommendation
Intemal controls should be put into place to ensure that cash draw downs are only for the school

district’s immediate cash needs. The over payment of $18,089.45 should be remitted to the MDE
immediately.

2008-05 Federal funds may only be used for allowable costs,

Findinpg

Program: Speeial Education Cluster-passcd through Mississippi Department of Edueation
Special Education grants to states: CFDA 84.027
Special Education preschool grants: CFDA 84.173

Compliance Requirement-Allowable costs
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A district credit card was used to finance a principal’s travel expenses to a “Summer Instituie for
Educators™ in Choctaw, Mississippi. Purchases were made for gasoline for a privately owned
vehicle and meals. The Part B funds may not be used to pay for the principal’s travel expenses.

Rccommendation
Internal controls should be put into place to ensure that funds are only used for allowable costs.
The Part B funds that were used for the travel expenditures should be refunded to the Mississippi

Department of Education

Material Weaknesses

2008-06 Bank reconeiliations shonld be prepared in a timely manner-Repeat from prior vear

Finding

During our examination of the eash and other deposits account, we noted that bank reconciliations
were not performed in a timely manner. Numerous reconciliations did not agree with the district-
prepared financial statements.

Recommendation
The district should implement procedures to ensure that bank reconciliations are done on a

monthly basis. Additional procedures should be made to insure that bank reconciliations agree
with the undcerlying financial records and that any differences are resolved in a timely manner.

2008-07 Controls over E-Rate reimbursements need to be strengthened-Repeat from prior year

Finding

The district qualified for reimbursements through The Schools and Libraries Program of the
Universal Service Fund (E-Rate). The district did not have systems in place to insure that all
available funds were requested. Because the district failed to reqnest reimbursement, all funding
was lost during the fiscal year.

Recommendation

The district shonld implement procedures to ensure that all available E-Rate funds are requested.

2008-08 Controls over food service revenue should be strengthened.

Finding

Meal service counts were not being entered as the children came through the service line. Student
ID numbers were being entered before the children came to the cafeteria, This resulted in absent
children being counted as served .

Recommendation

The distriet should implement procedures to ensure that all free and reduced meals are captured for
reimbursement and that requests for reimbursement are reviewed for accuracy prior to submission.

2008-09 Form 941 should be filed on a timely basis
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Finding

While examining payroll records, we discovered that the Form 941 had not been filed with the
Internal Revenne Service for the first, second, and third quarters of 2008. Not filing 941 forms
could result in penalties being assessed to the distriet by the IRS.

Recommendation

The school district should file Form 941 on a timely basis.

2008-10 New employees should be approved by the school board.
Finding
Upon examination of payroll records and new hires, we determined that 4 new employees of 45
that were tested were not approved for hire by the school board. 1t is the policy of the district that
new employees be approved for hire by the sehool board. This eould result in people who are not
employees of the district receiving paycheeks,

Recommendation

All new employees should be approved for hire by the Board

2008-11 Rate of pay for some bus drivers was excessive.
Einding
After a review by the Department of Labor, the District changed the method of pay for bus drivers
from a set amount per route to an hourly rate. The new hourly rale was based on the existing pay
of the driver for the route divided by the time estimated to run the bus route. For examplc, if a
driver was being paid $40 to run a rouie that took one hour to run, his pay was changed o $40 per
hour. After this poliey was put in place, the pay for bus drivers almost doubled. One employee
was being paid over $500 per week to drive a bus route. We could nat find evidenee of Board
approval for the pay rate change.

Recommendation

Bus drivers should be paid a reasonable hourly rate.

2008-12 Controls over gasoline usage need to be strengthened,
Finding
Gasoline purchases were unreasonable when compared to the miles the distriet’s gasoline powered
vehicles traveled. This finding was tummed over to the State Auditor’s Office for further
Investigation.
Recommendation

The distnict should limit access to gas pumps and closely mouitor gas usage.

2008-13 Fixed asset inventory should be performed on a regular basis.
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Finding

The district did not perform a physical inventory of fixed assets during the fiscal year. A physical
inventory was performed in December 2008 and it was determined that a substantial number of
fixed assets totaling in excess of $349,000 were missing. The distriet has referred the findings of
the physical inventory to the State Auditor’s Office.

Recommendation

The school distriet should perform an inventory of fixed assets at least annually.

Significant deficiencies not considered to be Material Weaknesses

2008-14 Conirols over activity fund revenues need to be strengthened.
Finding

Management is responsible for ensuring that all revenue is eamed, comectly recorded, and
deposited in order to safeguard the assets of the district. The district provides the high school
with game forms to account for the activity fund revenue which include signature lines to be
completed and signed by those responsible. The Financial Accounting Manual for Mississippi
Public Schools tequires that pre-numbered tickets be used at all extracurrieular events for which a
fee is charged for admission and it is antieipated that the event will generate more than $100 and
provides sample transmittal forms for use by the public schools.

The district did not have transmittal forms on file. Failure to properly use these forms to account
for ticket sales could result in the loss of assets and improper revenue recognition.

Recommendation

We recommend that the district follow the guidelines found in The Financial Accounting Manual
Jor Mississippi Public Schoels and prepare transmittal forms for all events in which over $100 is
anticipated to be collected.

2008-15 The school district should not pav sales tax.
Finding
The school distriet is exempt from sales tax. While reviewing invoices, we discovered an invoice
for roof repair thar had sales tax added to the final balanee. The school district paid sales tax in the
amount of $1,244,39.

Recommendation

Internal controls should be put into place that will prevent the sehool distriet from paying sales tax
on invoices.

2008-16 Salaries should be prorated in accordance with program application.

Finding Il

Program: Special Education Cluster-passed through Mississippi Department of Education
Special Education grants to states; CFDA 84.027
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Special Education preschool grants: CFDA 84.173
Compliance Requirement-Allowable costs

According to the Project Application, the Psycometrist’s salary was to be prorated between special
education funds and general funds. The entire salary was charged to special education funds.

Recommendation

Salaries for employees to be paid with Federal funds should be prorated in accordance with the
project application.

Seetion 3; Federal Award Findings and Questioned Costs
Material Noncompliance/Material Weakness

2008-17 Controls over eligibility testing by the Food Serviee Department should be strengthened.

-

Findin
Program: Child Nutrition Clustcr-passed through Mississippi Department of Education

School breakfast program: CFDA 10.553
National school lunch program: CFDA 10.555
Summer food service program for children: CFDA 10.559

Compliance Requirement: Eligibility

Free and redueed meal applications eould not be located for testing purposes The MDE review of
the applications resulted in numerous deficiencies such as missing applications, incomplete
applications, and appliealions that were approved incorrectly. To reeeive meals served free or at a
reduced price under the programs, a child’s family must submit an application to the district. The
application establishes that the ehild's family income and family size place him/her within income
eligibility standards issued by the State Department of Education in accordance with guidelines
published by USDA Food and Nutrition Serviee. Due to the errors noted above, the MDE was
unable to determine the amount of any overclaim.

Reeommendation

The district should implement proeedures to ensure compliance with eligibility requirements set
forth by USDA Food and Nutrition Service,

2008-18 Federal funds may enly be used for allowable costs.

Finding
Program: Special Education Cluster-passed through Mississippi Department of Education

Special Education grants to states: CFDA 84.027
Special Edueation preschoo! grants: CFDA 84,173

Compliance Requirement-Allowable eosts

A distriet credit eard was used to finance a principal’s travel expenses to a “Summer Institute for
Educators” in Choctaw, Mississippi. Purchases were made for gasoline for a privately owned
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vehicle and meals. The Part B funds may not be used 1o pay for the principal’s travel expenses.
Recommendation
|| Internal controls should be put into place to ensure that funds are only uscd for allowable costs.

The Part B funds that werc used for the travel expenditures should be refunded to the Mississippi
Department of Education.

2(08-19 Venfication of selectcd applications for Food Service Department should be performed correctly.
Program: Child Nutrition Cluster-passed through Mississippi Department of Education
School breakfast program: CFDA 10.553
National school lunch program: CFDA 10.555
Summer food service propram for children: CFDA 10.559

Finding

The school district made errors in the verification process that is required by the State of
Mississippi Department of Education. The policy and procedures manual states that 3% of the
applications must be selected for direct verification with the parents of the children enrolled in the
free and reduced lunch program. The school district did not select the required number of
applications. The district also did not change the eligibility status for some of the students after
verification was processed,

Recommendation

The school district should select 3% of the free and reduced lunch applications for venfication and
follow the procedures required by the State of Mississippi after verification is performed.

2008-20 Controls over food service revenue should be strengthened.
Findin:
Program: Child Nutrition Cluster-passed through Mississippi Department of Education
School breakfast program: CFDA 10.553
National school lunch program: CFDA 10.555
Summer food service program for children: CFIDA 10.559
Meal service counts were not being entered as the children came through the service line, Student
ID numbers were being entered before the children eame to the cafeteria, This resulted in absent
children being counted as served .

Reecommendation

The distriet should implement proeedures to ensure that all free and reduced meals are captured for
reimbursement and that requests for reimbursement are reviewed for accuracy prior to submission.
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Signifieant deficiency not eonsidered to be a Material Weakness

2008-21 Salaries should be prorated in accordance with program application.
Finding
Program: Special Education Cluster-passed through Mississippi Departiment of Education

Speeial Education grants to states: CFDA 84.027
Special Education presehool grants: CFDA 84.173

Compliance Requirement-Allowablc costs
Questioned Cost--$4,223.90

According to the Project Application, the Psyeometrisi’s salary was to be prorated between special
education funds and general funds. The entire salary was charged io special education funds.

Recommendation

Salaries for employees to be paid with Federal funds should be prorated in accordance with the
praject application.
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HAZLEHURST CITY SCHOQL DISTRICT

AUDITEE'S CORRECTIVE ACTION PLAN AND SUMMARY OF PRIOR AUDIT FINDINGS
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Hazlehurst City School District
119 Robert McDaniel Drive

Hazlehurst, M5 39083

State Legal Compliance Findings — Client Response

1.

We will begin the process of preparing a list of educable children by township to send to Copiah
County School District. The process will be started for the 2008-2009 year.

We will begin the process of complying with Section 29-3-119, Miss. Code Ann. {1972) by
sharing eligible revenues with Copiah County School District. The process has been started for
the 2008-2009 year, and applicable revenues have been transferred for this year.

The district has contracted with an outside service provider to assist in bringing the sixteenth
section leases to a current status. The process is now substantially complete.

All sixteenth section principal loans have been paid in full during the initial months of the 2008-
2009 year. No new loans from this permanent trust fund have been made. Only legal transfers
from the sixteenth section interest funds have been made since the repayment of these
principal loans.

The district, in an effort to comply with Section 37-7-333, Miss. Code Ann. (1972), released a
request for bids for the safekeeping of district monies during the 2008-2009 year. A local
depository was accepted as the best bid, and all monies of the district have been transferred to
that qualifying depository.

In the future, all leases for equipment will be handled as a “purchase” for purposes of complying
with state purchasing laws.

In the future, we will complete the required paperwork for all new hires who are also active
state retirement system retirees.

5chool District Conservator-approved salary schedules, including substitute teacher rates, are
being used to set the rates of substitute teachers. This change was effective for the 2008-2009
year.
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Hazlehurst City School District
119 Robert McDaniel Drive

Hazlehurst, MS 39083

Section 2 Findings

2007-01. Expenditures should be limited to available resources — Repeat from prior year.,

a. Responsible for Implementation ~ Suzanne E. Smith, CPA, Financial Advisor, and James R.
Reeves, Conservator.

b. Corrective Action — A budget has been developed that will eliminate deficit spending in all funds.
The state-appointed financial advisor began work in the district in April 2008 and was
instrumental in preparing a budget for the 2008-2009 year that held expenditures at a level that
would ensure that the fund deficits in the General Fund and the Food Service fund would be
eliminated by June 30, 2009. The district was able to end the year with positive fund balances
in both funds, even with a state budget cut in minimum adequate education program revenues
of more than 3 (three} percent. The 2009-2010 budget has been adopted that will provide for
further growth in these two fund’s fund balances. The budget is being closely watched to
ensure that no expenditures in excess of available financial resources are approved.

¢. Timeline for Implementation — 2008-2009 year.

2007-02. The district’s pavroll system should be in compliance with the United States Department of
Labor’s Fair Labor Standards Act — Repeat from prior year.

a. Responsible for Implementation — Amber Geiser, Business Manager.

b. Corrective Action — Hours worked by hourly, non-exempt employees will be paid at time plus ¥
when these hours exceed 40 in a defined work week. Procedures are in place to capture the
overtime hours worked and to pay the premium rate for these hours. While it is the goal of the
school district to minimize the overtime work involved, all overtime work will be paid at the
premium rate,

c. Implementation Timeline - January 1, 2009.

2008-03. Controls over eligibility testing by the food service department should be strengthened.

a. Responsible for implementation — Mona Fauver, Food Service Director.

b. Corrective Action — A new Food Service Director was hired October 29, 2008. One of the main
responsibilities of this new director is to provide compliance controls over the determination of
eligibility in the Federal Child Nutrition Cluster. The controls include safeguarding received
applications and making sure that applications are complete and meet eligibility guidelines prior
to approval.
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Hazlehurst City School District
119 Robert McDanlel Drive

Hazlehurst, MS 39083

¢. Implementation Timeline — October 29, 2008.

2008-04. Cash draw downs should only be for the school district’s immediate cash needs.

a. Responsible for Implementation —Suzanne E. Smith, CPA, Financial Advisor and Amber Geiser,
Business Manager

b. Corrective Action — A process for requesting federal draw-downs of cash has been implemented
that will minimize the delay between the receipt of federal monies and the actual spending of
those monies. The overpayment of $18,089.45 will be remitted immediately upon the request
forthcoming from the Mississippi Department of Education

¢. Implementation Timeling — July 1, 2008.

2008-05. Federal funds may be used for only allowable costs.

a. Responsible for Implementation - Janie Jones, Interim Special Education Director.

b. Corrective Action — Controls have been implemented to ensure that only allowable expenditures
are made from Federal Special Education Cluster grants. The Interim Special Education Director
must sign and approve all travel requests and provide coding to substantiate the reasonableness
and allowability of the travel to program goals and objectives.

¢. Implementation Timeline — July 1, 2008.

2008-06. Bank reconciliations should be prepared in a timely manner — Repeat from prior year.

a. Responsible for Impiementation — Suzanne €. 5mith, CPA, Financial Advisor and Amber Geiser,
Business Manager

b. Corrective Action — Controls have been implemented to ensure that all bank statements are
reconciled to general ledger amounts on a monthly basis. The district has signed an agreement
with an outside contractor to provide these services on a monthly basis. The work of the
outside contractor is reviewed by the Financial Advisor prior to the time that any required
adjustments are made to the financial accounting records.

¢. Implementation Timeline —June 1, 2008.

2008-07. Controls over e-rate reimbursements needs to be strengthened — Repeat from prior year.

a. Responsible for implementation — Amber Gesier, Business Manager, and Joey Herring,
Technology Director.
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Hazlehurst City School District
119 Robert M¢Daniel Drive

Hazlehurst, MS 39083

Corrective Action — The district has begun a process of assigning the responsibility for requesting
e-rate reimbursements. This responsibility has been assigned to the technology director, who
will work in conjunction with the district business manager, to manage requests and actually
complete the required paperwork to receive reimbursement for e-rate amounts.

Implementation Timeline - 2008-2009 year.

2008-08. Controls over food service revenue should be strengthened,

a. Responsible for Implementation — Mona Fauver, Food Service Director.

b. Corrective Action — The food service director has designed a system of capturing daily meal by
utilizing the point-of-sale software and training employees on the use of this software. The use of the
software and review of the controls in the software will help ensure that meals are claims on eligible

children who eat those meals.

c. Implementation Timeline — 2008-2009 year.

2008-09. Form 941 should be filed on a timely basis.

a.

b.

c.

Responsible for Implementation — Amber Geiser, Business Manager.

Corrective Action — The district has hired a new business manager and payrol| clerk to manage
the payroll process. All required payroll reports, including Form 941, wiil be fifed on a timely
basis by the payroll clerk. The business manager will prepare a timeline and check to make sure
that reports are filed in accordance with this timeline.

Implementation Timeline — January 5, 2009.

2009-10. New employees should be approved by the school board.

a.

b.

c.

Responsible for Implementation — Amber Geiser, Business Manager.

Corrective Action — The district has hired a new business manager who will manage parts of the
human resources process. All employees will be approved by the district conservator, who is
acting as the school board, prior to receiving the approval to begin work. A form will be
developed and utilized to notify the individual schools of the approval for individuals to begin
work. After a school board is re-established in the district, the board will approve employees
instead of the district conservator.

Implementation Timeline — 2008-2009 year.
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Hazlehurst City School District
119 Robert McDaniel Drive

Hazlehurst, MS 39083

2008-11. Rate of pay for some bus drivers was excessive.

Responsible for Implementation — Amber Geiser, Business Manager and James Reeves, District
Conservator.

Corrective Action — The district business manager has established and approved wage rate
schedules for all hourly employees, including bus drivers. The district conservator, acting as the
school board, approved all the rate schedules in a regular action of the conservator. Each
individual and their respective rate for the school year 2D08-2009 was also approved. All
changes to the approved rates must have conservator action. After a school board in re-
established in the district, the board will approve employees instead of the district conservator.

implementation Timeline ~ 2008-2009 year.

2008-12. Controls over gasoline usage need to be strengthened.

d.

c.

Responsible for Implementation — Daniel Case, Maintenance Director and Amber Geiser,
Business Manager.

Corrective Action — All purchases of gasoline and diesel are approved by the maintenance
director, who monitors usage and tank levels on gasoline and diesel tanks. The tanks are locked,
and the keys are controlled by the maintenance director. The business manager is alert for
orders of gasoline and/or diesel that seem high or that are uncustomary. Gasoline usage has
dropped significantly since the implementation of these controls.

Implementation Timeline — 2008-2009 year.

2008-13. Fixed asset inventory should be performed on a regular basis.

Responsible for Implementation ~ Amber Gesier, Business Manager.

Corrective Action — A plan for capturing and recording capital asset information and physically
counting all district assets will be developed and implemented. The business manager will
assign district staff to ensure that the plan procedures are fully implemented. The district is
considering the use of an electronic scanning system to facilitate periodic inventories on district
assets. The missing asset inventories have been presented to the Office of the State Auditor for
their review and action.

Implementation Timeline — 2009-2010 year.
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Hazlehurst City School District
119 Robert McDaniel Drive

Hazlehurst, MS 39083

2008-14. Controls over activity fund revenues need to be strengthened.

a. Responsible for Implementation — Amber Gesier, Business Manager.

b. Corrective Action — Gate reconciliation forms for all district sporting events will be used,
reconciled, and maintained as evidence of the amounts collected at these events.

c. Implementation Timeline — 2009-2010 year.

2008-15. The district should not pay sales taxes.

a. Responsible for Implementation — Amber Geiser, Business Manager,

b. Corrective Action — The business department staff involved in the accounts payable process has
been training to recognize sales taxes added to invoices and to notify the vendors of the
district’s refusal to pay such sales taxes. The accounts payable staff will work with vendors to
have such amounts removed from the vendors’ accounts receivable listings.

¢. Implementation Timeline — 2008-2009 year.

2008-16. Salaries should be prorated in accordance with program application.

a. Responsible for Implementation — Amber Geiser, Business Manager, and Janie Jones, Special
Education Director {Interim).

b. Corrective Action — All employees approved in the application will be paid according to those
amounts outlined in the approved application. The business manager will perform check edits
on such employees to ensure the proper distribution of wages in accordance with federal award
application percentages or amounts,

¢. Implementation Timeline — 2009-2010 year.
2008-17. Controls over eligibility testing by the food service department should be strengthened.
a. Responsible for Implementation — Mona Fauver, Food Service Director.

b. Corrective Action — Free and reduced meal applications will be distributed to all families and
processed in accordance with appropriate eligibility guidelines by the Food Service Director. All
free and reduced meal applications will be maintained on file in the office of the Food Service
Director for audit and monitoring visits.

¢. Implementation Timeline — 2009-2010 year.
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Hazlehurst City School District
119 Robert McDaniel Drive

Hazlehurst, MS 39083

2008-18. Federal funds should be used only for allowable costs.

a. Responsible for Implementation — Janie Jones, Special Education Director {interim).

b. Corrective Action — All travel requests will be reviewed for reasonableness and program
allowability by the special education director prior to the approval of such travel.

c. lmplementation Timeline - 2009-2010 year.

2008-19. Verification of selected applicants for food service department should be performed correctly.

a. Responsible for Implementation — Mona Fauver, Food $ervice Director.

b. Corrective Action — Free and reduced meal applications will be distributed to all families and
processed in accordance with appropriate eligibility guidelines by the Food Service Director. Al
free and reduced meal applications will be maintained on file in the office of the Food Service
Director for audit and monitoring visits.

¢. Implementation Timeline — 2009-2010 year.

2008-20. Controls over food service revenue should be strengthened.

a. Responsible for Implementation — Mona Fauver, Food Service Director.

b. Corrective Action — The food service director has designed a system of capturing daily meal by
utilizing the point-of-sale software and training employees on the use of this software. The use of the
software and review of the controls in the software will help ensure that meals are claims on eligible
children who eat those meals.

¢. Implementation Timeline — 2008-2009 year.
2008-21. Salaries should be prorated in accordance with program application.

a. Responsible for Implementation — Amber Geiser, Business Manager, and Janie Jones, Special
Education Director (Interim).

b. Corrective Action = All employees approved in the application will be paid according to those
amounts outlined in the approved application. The business manager will perform check edits
on such employees to ensure the proper distribution of wages in accordance with federal award
application percentages or amounts.

¢. Implementation Tirneline ~ 2009-2010 year.



