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

Superintendent and School Board
Oktibbeha County School District

We have audited the accompanying financial statements of the governmental activities, each
major fund, and the aggregate remaining fund information of the Oktibbeha County School
District as of and for the year ended June 30, 2008, which collectively comprise the Oktibbeha
County School District's basic financial statements as listed in the table of contents. These
financial statements are the responsibility of the Oktibbeha County School District's management.
Our 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 financial 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 audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements. An audit
also includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. We believe that
our audit provides a reasonable basis for our opinions.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the respective financial position of the governmental activities, each major fund, and the
aggregate remaining fund information of the Oktibbeha County School District, as of June 30,
2008, and the respective changes in financial position, thereof for the year then ended in
conformity with accounting principles generally accepted in the United States of America.

In accordance with Govemnment Auditing Standards, we have also issued our report dated
January 21, 2010, on our consideration of the Oktibbeha County School District’s internal control
over financial reporting angd our tests of its compliance with certain provisions of laws, regulations,
contracts and grant agreements and other matters. The purpose of that report is to describe the
scope of our testing of internal control over financial reporting and compliance and the resuilts of
that testing, and not to provide an opinion on the internal contro! over financial reporting or on
compliance. That report is an integral part of an audit performed in accordance with Government
Auditing Standards and should be considered in assessing the results of our audit.

The Managements Discussion and Analysis on pages 5 through 13 and the Budgetary
Comparison Schedules and corresponding notes on pages 42 through 45 are not a required part
of the basic financial statements but are supplementary information required by the Governmental
Accounting Standards Board. We have applied certain limited procedures, which consisted
principally of inquiries of management regarding the methods of measurement and presentation
of the required supplementary information. However, we did not audit the information and
express no opinion on it.

Watkins, Ward and Stafford iy W, Siovarm, CPA Rebin Y. McDommion, CPAPFS



Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the Oktibbeha County School District's basic financial statements. The
accompanying Schedule of Expenditures ol Federal Awards is presented for purposes of
additional analysis as required by U.S. Office of Management and Budget Circular A-133, Audits
of States, Local Governments, and Non-Profit Organizations, and is not a required part of the
basic financial statements. In addition, the Schedule of Instructional, Administrative and Other
Expenditures — Governmental Funds is presented for purposes of additional analysis and is not a
required part of the basic financial statements. Such information has been subjected to the
auditing procedures applied in the audit of the basic financial statements and, in our opinion, is
fairly stated, in all material respects, in relation to the basic financial statements taken as a whole.

The other supplemental information section, which includes the Statement of Revenues,
Expenditures and Changes in Fund Balances, General Fund, Last Four Years and the Statement
of Revenues, Expenditures and Changes in Fund Balances, All Governmantal 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 subjected to the auditing procedures applied in the audit of the basic financial
statements and, accordingly, we express no opinion on it.

Watkins, Ward and Stafford, PLLC
Starkville, Mississippi
January 21, 2010

Watint lind ond Stegind. Puuc

Watkins, Ward and Stafford, PLLC
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OKTIBBEHA COUNTY SCHOOL DISTRICT
MANAGEMENT'S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JUNE 30, 2008

The discussion and analysis of Oktibbeha County 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 notes to the basic financial statements
and the 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 results could differ
materially from those discussed herein.

FINANCIAL HIGHLIGHTS

. Total net assets for 2008 increased $146,498, including a prior period adjustment of
(349,885), which represents a 8.7% increase from fiscal year 2007. Total net assets for
2007 increased $410,755, including a prior period adjustment of $88,833, which
represents a 32% increase from fiscal year 2006.

. Gencral revenues account for $8,361,962 and $8,094,996, or 76% and 76% of all
revenues for fiscal years 2008 and 2007 respectively. Program specific revenues in the
form of charges for services and grants and contributions accounted for $2,603,810, or
24% of total revenues for 2008, and $2,533,0385, or 24% of total revenucs for 2007.

. The District had $10,769,419 and $10,306,109, in cxpenses for fiscal years 2008 and
2007; only $2,603,810 for 2008 and $2,533,035 for 2007 of these expenses was offset by
program specific charges for services, grants and contributions. General revenues of
$8,361,962 for 2008 and $8,094,996 for 2007 were adequate to provide for these
Programs. .

. Among major funds, the General Fund had $7,672,758 in revenues and $8,122,698 in
expenditures for 2008 and $7,347,356 in revenues and $7,451,774 in expenditures in
2007. The General Fund’s fund balance increased by $171,403, including the effects of a
prior period adjustment of $3,077, from 2007 to 2008, and increased by $183,871,
including the effects of prior period adjustment of $129,814, from 2006 to 2007.

. Capital assets, net of accumulated depreciation, increased by $219,812 for 2008 and
decreased by $181,468 for 2007. The increase of 2008 was due to the purchase of several
school buses netted against the increase in accurnulated depreciation.

. Long-term debt increased by $659,937 for 2008 and decreased by $254,789 for 2007.
This increase was due to the district borrowing funds to purchase school buses and
incurring additional debt in the form of an energy efficiency lease. The liability for
compensated absences decreased by $5,594 for 2008 and deereased by $23,590 for 2007.



OKTIBBEHA COUNTY 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 statements comprise three components: 1)
govemment-wide financial statements, 2) fund financial statements, and 3) notes to the financial
statements. This report also contains other supplementary information in addition to the basic
financial statermnents themselves.

Government-wide financial statements. The government-wide financial statements are
designed to provide readers with a broad overview of the District’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 liabilities.

The statement of net assets presents information on all the District’s assets and liabilities, with
the difference between the two reported as net assets. Over time, increases or decreases in net
assets may serve as a useful indicator of whether the financial 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
underlying event giving rise to the change occurs, regardless of the timing of related cash flows.
Thus, revenues and expenses are reported in this statement for some items that will only result in
cash flows in future fiscal years.

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

Fund financial statements. A fund is a grouping of related accounts that is used to maintain
contro] over resources that have been segregated for specific activities or objectives. The
District uses fund accounting to ensure and demonstrate compliance with finance-related legal
requirements, All of the funds of the District can be divided into two categories: governmental
funds and fiduciary funds.

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



OKTIBBEHA COUNTY SCHOOL DISTRICT
MANAGEMENT"’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JUNE 30, 2008

Because the focus of governmental funds is narrower that that of the government-wide
financial statements, it is useful to eompare 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
impact of the District’s current financing decisions. Both the governmental fund balance
sheet and the governmental fund statement of revenues, expenditures, and changes in
fund balances provide a reconciliation to facilitate this comparison between governmental
funds and governmental activities.

The District maintains individual governmental funds in accordanee with the Financial
Accounting Manual for Mississippi Public School Districts. Information is prcsented
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 account 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 accrual basis of accounting is used for fiduciary funds. The
school district is responsible for ensuring that the assets reported in these funds arc used
for their intended purpose.

Notes to the financial statements. The notes provide additional information that is essential to
a full understanding of the data provided in the government-wide and fund financial statements.
The notes to the financial statements can bc found immediately following the basic 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 each additional special
revenue major fund.

Additionally, a schedule of expenditures of federal awards is rcquired by OMB Cir, A-133 and a
schedule of instructional, administrative and other expenditures for governmental funds can be
found in this report.

Also, included in the other supplemental information section are the Statement of Revenues,
Expenditures and Changes in Fund Balances, General Fund, Last Four Years and the Statement
of Revenues, Expenditures and Changes in Fund Balances, All Governmental Funds, Last Four
Years. This information is 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.



OKTIBBEHA COUNTY SCHOOL DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JUNE 30, 2008
GOVERNMENT-WIDE FINANCIAL ANALYSIS

Net assets. Net assels may serve over time as a useful indicator of government’s financial
position. In the case of the District, assets exceeded liabilities by $1,832,132 as of June 30,

2008.

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 depreciation of capital assets.

Table 1 presents a summary of the District’s net assets for the fiscal years ended June 30, 2008
and June 30, 2007.

Table 1
Condensed Statement of Net Assets
Total
2008 2007 Percentage
Amount Amount Chanpe

Current assets § 3,022,455 $ 2,544,936 18.8%
Restricted assets 733,299 706,724 3.8%
Capital assets, net 1,710,159 1.490,347 14.7%

Total assets $_5.465.913 $_4.742,007 15.3%
Current liabilities $ 228,045 $ 310,574 (26.6)%
Long-term debt outstanding 3,405,736 2,745.799 24.0%

Total liabilities $3.633.781 § 3056373 18.9%
Net assets:

Invested in capital assets,

net of related debt $(1,666,920) ( 1,221,20]) (36.5)%

Restricted 3,126,836 2,711,616 15.3%
Unrestrieted 372,216 195,219 90.7%

Total net assets $_ 1,832,132 $ 1,685.634 8.7%

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

. Increase in net capital assets in the amount of $219,812

. The principal retirement of $241,939 of long-term debt.
Debt incurred to purchase school buses of $277,000 and a new energy efficiency
lease of $630,470.



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

Changes in net assets. The District’s total revenues for the fiscal year ended June 30, 2008 and
June 30, 2007 were $10,965,772 and $10,628,031, respectively. The total cost of all programs
and services was $10,769,419 for 2008 and $10,306,109 for 2007. Table 2 presents a summary
of the changes in net assets for the fiscal years ended June 30, 2008 and June 30, 2007.

Table 2
Change(s) in Net Assets
Change in Net Assets Percenlage
June 30, 2008 June 30, 2007 Change
Revenunes:
Program revenues:
Charges for services $ 156,866 % 150,904 4.0%
Operaling grants and contributions 2,446,944 2,382,131 2.7%
General revenues:
Property 1axes 3,134,239 3,015,870 3.9%
Grants and contributions not restricted 4,828,206 4,540,354 6.3%
Investment earnings 67,431 75,264 (10.4)%
Sixteenth section sources 300,840 379,764 (20.8Y%
Other 31,246 83,744 (62.1)%
Total revenues 10,965,772 10,628,031 12%
Expenses:
Instruction 5,705,371 5,373,203 6.2%
Support services 4,220,983 4,107,000 2.8%
Non-instructional 659,788 626,513 5.3%
Sixteenth section 49,907 55,578 (10.2)%
Interest and other expense
on long-term liabilities 133,370 143,815 (7.3)%
Total expenses 10,769,419 10,306,109 4.5%
Increase (Decrease) in net assels 196,353 321,922 (39.0%
Net Assets, July 1 1,685,634 1,274,879 32.2%
Prior Period Adjustments ( 49,855 ) 88,833 (156.1)%
Net Assels Restated, July 1 1,635,779 1,363,712 20.0%
Net Assets, June 30 $ 1,832,132 § 1,685,634 8.7%

Governmental activities. The following table presents the cost of five major District functional
activities: instruction, support services, non-instructional, sixteenth section and interest 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.



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

Instruction

Support services

Non-instructional

Sixteenth section

Interest on long-term liabilities
Net expenses

Instruction

Support services

Non-instructional

Sixteenth section

Interest on long-term liabilities
Total net (expense) revenue

Table 3
Net Cost of Governmental Activities

Total Expenscs Percentage

2008 2007 Change
5,705,371 $ 5,373,203 6.2%
4,220,983 4,107,000 2.8%
659,788 626,513 53%
49,907 55,578 (10.2)%
133,370 143,815 (7.3Y%
10,769,419 g 10,306,109 4.5%
Net (Expense) Revenue Percentage

2008 2007 Change
4,305,952 ) (4,072,599 ) (5. "Y%
3,632,036 ) ( 3,458,829 ) (5.0)%
62,162 ) ( 42253 ) 47.1)%
32,089 ) ( 55,578 ) 42.3%
133,370 ) 143,815 ) 7.3%
8165609 Y& ( 7,773,074 ) {5.0)%

)

$

A~

. Net cost of governmental activities ($8,165,609 and $7,773,074) was financed by general
revenue, which is made up of primarily property taxes of (33,134,239 for 2008 and
$3,015,879 for 2007) and state and federal revenues of (84,828,206 for 2008 and
$4,540,354 for 2007). In addition, there was $300,840 and $379,764 in Sixteenth Section
sources for 2008 and 2007, respectively.

. Investment earnings amounted to $67,431 for 2008 and $75,264 for 2007,

FINANCIAL ANALYSIS OF THE DISTRICT’S FUNDS

As noted earlier, the District uses fund accounting to ensure and demonstrate compliance with

finance-related legal requirements.

Governmental funds. The focus of the District’s govermmental 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 District’s net resources available for spending at the end of the fiscal

year.

10



OKTIBBEHA COUNTY SCHOOL DISTRICT
MANAGEMENT'S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JUNE 30, 2008

The financial performance of the District as a whole is reflected in its governmental funds. As
the District completed the year, its governmental funds reported a combined fund balance of
$3.580,345, an increase of $594,158, which includes the prior period adjustment of $4,915, and
the decrease in inventory of $4,591. The primary reason for this increase is the unexpended
portion of the proceeds of the energy efficiency lease still on hand at June 30, 2008. $1,534,734
or 42% of the fund balance represents unreserved and undesignated fund balance, which is
available for spending at the District’s discretion. The remaining fund balance of $2,045,611 or
58% is reserved or designated to indicated that it is not available for spending because it has
already been committed.

The General Fund is the principal operating fund of the District. The increase in fund balance in
the General Fund for the fiscal year was $171,403, including a prior pericd adjustment of $3,077.
The fund balance of Other Governmental Funds showed a decrease in the amount of $23,046,
which includes a prior period adjustment of $1,838 and a decrease in reserve for inventory of
$4,591. The other increase (deerease) in the fund balances for the other major funds were as
follows:

Major fund Increase (Decrease

Title 1 Fund no inerease or decrease

16" Section Interest Fund $ (193,405)

Building Projects/Energy Savings Fund 527,923

16" Section Prineipal Fund 111,283
BUDGETARY HIGHLIGHTS

Over the eourse of the year, the Distriet revised the annual operating budget. Budget revisions
were made to address and correet the original budgets to reflect more accurately the sources and
uses of funding for the Sehool District.

A sehedule showing the original and final budget amounts compared to the District’s actual
financial aetivity for the General Fund and each major special revenue fund 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 were $4,468,815,
including land, school buildings, building improvements, buses, other school vehicles and
furniture and equipment. This amount represents an increase of $318,395 from 2007. Total
accumulated depreeiation as of June 30, 2008, was $2,758,656, and total depreciation expense
for the year was $147,019, resulting in total net eapital assets of $1,710,159,

11



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

Table 4
Capital Assets

Table 4

Capital Assets

Capital Assets, Net of Depreciation Percentage

June 30, 2008 June 30, 2007 Change
Land ) 11450 §$ 11,450 -
Construction in Progress 103,236 - N/A
Buildings 1,011,666 1,089,287 (7.1)%
Mobile equipment 543,617 345,075 57.5%
Furniture and equipment 40,190 44,535 (9.8Y%
Total $ 1,710,159 % 1,490,347 14.7%

Debt Administration. At June 30, 2008, the District had $3,405,736 in outstanding long-term
debt, of which $337,200 is due within one year. In addition, the liability for compensated
absences decreased $5,594 from the prior year. During the ycar the district borrowed $277,000
to purchase school buses and entered into an energy efficieney leasc in the amount of $630,470.

Table 5
Outstanding Long-Term Debt
Outstanding Long-term Debt Percentage
June 30, 2008 June 30, 2007 Change
Limited obligation bonds payable $ 1,920,000 $ 2,050,000 (6.3)%
Transportation equipment loans payable 472,513 251,054 88.2%
Obligations under energy efficicncy lease 630,470 - N/A
Other loans payable 354,096 410,494 (13.1%
Compensated absences payable 28,657 34,251 (16.3)%
Total h 3,405,736 § 2,745,799 24.0%

Additional information of the District’s long-term debt can be found in Note 6 includcd in this

report.

CURRENT ISSUES

The Oktibbeha County School Distriet is finaneially stable. The District is proud of its

community support of the public schools.

The District has committed itself to financial excellence for many ycars. The District’s sysiem
of financial planning, budgeting and internal financial controls is well regarded. The District
plans to continue its sound fiscal management to meet the challenges of the futurc.

12



OKTIBBEHA COUNTY SCHOOL DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JUNE 30, 2008
The District actively pursues grant funding to supplement the local, state and federal revenues.
Enrollment for the 2007-2008 year increased by 9% to 875 students.
CONTACTING THE DISTRICT’S FINANCIAL MANAGEMENT

If you have questions about this report, contact the Superintendent’s Office of the Oktibbeha
County School District, I05 North Washington Street, Starkville, MS 39759,

13
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Oktlbbeha County School District
Statement of Net Aaaets
June 30, 2008

Assets
Cash and cash equivalents
Investments
Due from other governments
Other receivables, net
inventories
Restricted assets
Capital assets, non-depreciable:
Land
Construction in progress
Capital assets, nel of accumulated
depreciation:
Buildings
Mabile equipment
Fumiture and equipment

Total Assets

Liabilities

Accounts payable and accrued liabilitiss

Uneamed revenue

Interest payable on long-term liabilities

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

Long-term liabilities, due beyond one ysar
Capital related liabilities
Non-capital related liabilities

Total Liabilities

Nel Assels
Invesled in capital assets, net of related debt
Restricted net assets:
Expendable:
School-based activities
Debt service
Capital improvemnents
Farestry improvements
Unemployment benetits
Non-expendable:
Sixteenth section
Unrestricted

Total Net Assels

Exhjhlt A

Govemmental
Acihvities

2,275,306
110,757
524,748
101,415

10,229
733,299

11,450
103,236

1,011,686
543,817
40,180

5485813

137,418
37,991
52,838

337,200

3,039,879
28,857

3,633,761

(1,666,920)

1,144,090
441,626
532,179

28,043
27,892

953,006
372,216

1,832,132

The notes 1o the financial stalements are an integral pan of this statement.

15



Oktibbsha County School District
Statement of Activities
For the Year Ended June 30, 2008

Neat (Expense)
Revenue and
Program Revenues Changes in Net Assets
Operating Capital
Charges for Grants and Grants and Govemnmental
Functions/Programs Expenses Servicas Contributions Contributions Activities
Govemmental Activities;
Instruction $ 5,705,371 73,005 1,326,414 {4,305,952)
Support sandces 4,220,983 588,847 (3,832,034)
Non-instructional 659,788 68,043 531,583 (62,162}
Sixteanth section 46,507 17.818 {32,089)
(ntarest on long-term fiabitities 133,370 {133,370)
Total Governmente) Activities $ 10,769,419 156,866 2,446,044 0 {8,165,609)
Generat Revenues:
Taxes:
General purpcse lavies 2,971,947
Debt purpose levies 162,282
Unrestricted grants and contributions:
State 4,620,885
Federal 207 541
Unresfricted investment samings 87,431
Sixteenth section souces 300,840
Other 31,248
Total Ganeral Revenues 8,361,962
Changs in Net Assats 196,353
Nat Assets - Beginning 1,685,634
Prior Parkxd Adjustments {49,855)
Nat Assats - Beginning - Restated 1,635,779
Net Assets - Ending $ 1,632,132

The notes to tne financial statements are an integral par of this statement.
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Olilbbbeha County School District
Balance Sheet - Governmental Funds
June 30, 2008

ASSETS

Cash and cash equivalants
irvestments

Due from other governments
Other receivables, net

Due from other lunds
Advance to other lunds
inventorles

Tolal Assets

LIABILITIES AND FUND BALANCES

Liabililles:

Accounts payable and accrued labllities  $

Due 1o other unds
Advances from cthar funds
Uneamed revenus

Tolal Liabililies

Fund Balances:
Resarved for:

Invantory

Capital projects

Debt servica

Unemplayment bensfits

Forestry improvemnani purposes

Permanert [und purposee

Undesignaiad, reported in:
Genaral Fund
Spaclal Revenus Funds
Total Fund Balances

Total Llabililles and Fund Balancas

Tha notes to the tinancial statamenrts are an integral part of this slatamant.

Major Funds

Buliding Oiher Total

General Title 1 1dth Sectlon  Project/Enargy 18th Sacllen Govarmmanial Govemmoental

Fund Fund inerest Fund _ Savinga Fund _ Princlpal Fund Funds Funds

200813 955,418 831,150 733,209 487,611 3,008,605

110,757 110,757

191,218 91,768 251,732 624,748

17,298 17,268

403,801 17,378 11,474 432,451

208,233 208,233

10,229 10,229

785,837 91,788 B00,000 831,158 053,008 880,620 4,312,319

22,618 3,538 103,238 7.628 137,418

163,713 B8,260 2,368 103,061 348,332

208,233 208,233

14,578 23,415 37,561

384,764 91,708 18,5974 103,238 ] 135,202 731,974

10,228 10,220

£27.823 4,258 532,179

484,202 464,262

27,692 27892

28,043 28,043

953,008 053,006

400,873 400,873

973,118 160,745 1,133,661

400,673 g 873,118 527,023 853,008 725,427 2,580,345

765,637 91,708 960,000 631,159 953,008 BE0,629 4,312,319
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Oktlbbeha County School District Exhlblt C-1
Reconcllietion of Governmental Funds Balsnce Sheet to the Statement of Net Assets

June 30, 2008

Amount

Total Fund Balance - Governmental Funds $ 3,580,345
Amounts reported for governmental activities in the statement of net assets are
different because:
1. Capital assets are used in govemmental activities and are not financial resources and

therefore are not reported in the funds, net of accumulated depreciation of $2,758,656. 1,710,159
2 Long-term liabilities are not due and payable in the current period and therefore are not

reported in the funds. (3,405,736)
3. Governmental funds recognize interest on long-term debt when it becomes

due, however the Statement of Net Assats recognizes interest as it accrues. {52,636)
Total Net Assets - Govemmental Activities $ 1,832,132

The notes to the financial statements are an integral part of this statement.
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OKktibbehs County School District

Gtetemart of Revenues, Expendiiures and Changes In Fund Balances

Governmaral Funds
For the Yaar Ended Jurs 30, 2008

Aevanuas:
Local sources
State sourpes
Faderal sourees
Sixteerth saction acurces
Tolal Reverwas

Expendhurps:

Instruction
Supporl sarvices
Honinatructiona! services
Sixteanth saction
Faciities acquisition and construction
Dabi servica;

Principal

Imerest

Crher
Total Expenditures

Exreas (Defickency) of Fevenues
over Expenditres

Crher Financing Sources (Uses):
Proceeda of loans
Insurance icas recoveries
Saje of othar property
Operating ranslers in
Operating transfers out
Tomal Other Financimg Sources (Uses)

Nei Changa in Fund Balancesa

Fund Balancas:
Juty 1, 2007
Pror period adjistmenta
July 1, 2007, as reslaled

increase (Decraasa) in reaarve lor ventory

June 30, 2008

The notes 1 the financial etaterments are an mtegral part of this slaiement.

Major Fuda Todal
Huiding Crher
Geneml Thie 1 18th Gection  Projecha/Energy 16th Section  Govermmental Govermmantal
Fund Fund |mterreat Fund Savings Fund  Principal Fund Furls Furits
3,000,187 a8g 8,825 245,088 3,344,799
4,375 820 7,822 4,722,842
207,841 883,450 1,681,318 2,552,307
235,841 102,458 16,250 354,840
7872758 883,450 235,841 586 11% 283 2,290,578 10,874,567
4,300,323 2,727 1,080,177 5,820,227
3,801,008 2D6, 748 312,800 4,410,558
3,542 74,700 595,07 673,260
az 441 17,488 48,807
103,238 103,238
241,029 241,839
8,825 125.2e1 134,088
574 574
g,122,608 853,178 32,441 103,238 0 2,382,204 11,262,785
{440,840} 10,274 203,400 (102,547} 111,203 {01.,858) {319,188}
277,000 630,470 807.470
1,682 1,562
3,800 3,850
430,180 B4.448 524.806
{B4,446) {10,274} {396,805) {23,081} {524,806}
618,268 (10,274} {356,805} 830470 D 71,385 513,022
168,329 1] {18Q,405) 527,923 111,283 {20,293} 560,84
229,470 0 1,188,521 0 841,723 748,473 2,084,187
3.077 1,838 4,815
232,547 1] 1,168,521 0 841,723 750,311 2,691,102
0 0 1] [ ] {4,591 {4,561}
400,873 o] 973,118 527,923 243,008 725427 3,580,445
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Oktibbeha County School District

Reconcllilation of the Governmental Funda Statement of Revenhuea,
Expendituree and Changes In Fund Balancea to the Statement of Activitles
For the Year Ended June 30, 2008

Net Change in Fund Balances - Governmental Funds $

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

1.  Governmental funds report capital cutlays as expenditures while governmental
activities report depreciation to allocate those expenditures over the life of the
assets. Capital assets purchased amounted to $432,858 and the depreciation
expense amounted to $147,019,

2. Procseds of general long-term debt are reported as an cther linancing source in the
governmental funds, but the receipt increases long-term ligbilities in the Statement
of Net Assets.

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

4. Governmental funds recognize interest on long-term det®t when it becomes due,
however, the Statement of Activities recognizes interest as it accrues regardless of
when it becomes due.

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

8. Increasa (decrsase) in the inventory is reported as an adjustment to fund
balance in the governmental funds, but noninstructional expenditures are
{increased) decreased in the Statement of Actlvities.

7. Expenses in the Statement of Activities not nomally paid with expendable
available financiel resources are not reported as expenditures in the govemmantal
funds:

Compensated absences

Change in Net Assets of Governmental Activities 3

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

593,834

285,839

(807,470)

241,939

(7.535)

(11,257)

(4,591)

5,594

196,353



Oktlbbeha County School District
Statement of Fiduclary Net Assets
June 30, 2008

Assetls
Cash and cash equivalents
Due from other funds

Total Assets

Liabilities
Accounts payable and accrued liabilities
Due to other funds
Due to student clubs

Total Liabilities

The notes to the financial statements are an integral part of this statement.
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Exhiblt E

Agency
Funds

543,279
124,863

668,142

455,626
208,982
3,534

668,142




OKTIBBEHA COUNTY SCHOOL DISTRICT

Notes to FInanclal Statements
For ths Year Ended June 30, 2008

Summary of Significant Accounting Policies.

The accompanying financial statements of the school district have been prepared in conformity with
generally accepted accounting principles (GAAP)} as prescribed by the Governmental Accounting
Standards Board (GASB). GASB is the accepted standard-setting body for governmentai accounting
and financial reporting principles. The most significant of the school district's accounting policies 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 a “primary government.” The school district is govemed by a five
member board to which each member was elected by the citizens of each defined county district.

For financial reporting purposes, Oktibbeha County School District has included all funds and
organizations. The District has also considered all potential component units for which it is
financially accountabla and other organizations for which the nature and significance of their
relationship with the District are such that exclusion would cause the District's financial
statements to be misleading or incomplete. The Govermnmental Accounting Standards Board has
set forth criteria to be considered in determining financial accountability. These criteria include
appointing a voting majority ot 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 financial hurdens on the District.

B. Basis of Presentation.

Govemmenl-wide Financial Statemenis:

The Statement of Net Assets and the Statsment of Activities report information on all of the
nonfiduciary activities of the District. For the most part, the effect of interfund activity has been
removed from these statements. Governmental activities, which normally are supported by tax
and intergovernmental revenues, are reported separately from business type activities, which rely
to a significant extent on fees and charges 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
accumulated depreciation and reduced by outstanding balances for bonds, notes and
other deht attributable to the acquisition, construction or improvement of those

assets.

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

3. Unrestricted net assels consist of net assets not meeting the definition of the two
preceding categories. Unrestricted net assets often have constraints on resources
imposed by management which can be removed or modified.
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OKTIBBEHA COUNTY SCHOOL DISTRICT

Motes to Financlal Statements
For the Yesr Ended June 30, 2008

Basis of Presentation (Continued):

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

Fund Financial Statements:

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

Title 1 Fund — This is a Special Revenue Fund that accounts for federal revenue received
through the Title 1 grants to local educational agencies and related expenditures incurred
for Title 1 grants.

16™ Section Interest Fund — This is a Special Revenue Fund that accounts for the
expendable resources derived from the use of sixteenth section lands held in trust by the
schoal district and from the investment of sixteenth section funds.

Building Project/Energy Savings Fund - This is a capital projects fund that accounts for
the expendable resources of an energy lease used to finance various energy efficiency
improvements for the schoal district.

16™ Section Principal Fund — This is a permanent Fund that accounts for the
nonexpendable resources derived from the use of sixteenth section lands held in trust by
the school district and from the investment of sixteenth section funds.

All other governmental funds not meeting the criteria established for the major funds are
presented in the other govemmental column of the fund statements.
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OKTIBBEHA COUNTY SCHOOL DISTRICT

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

Additionally, the school district reports the following fund types:

GOVERMENTAL 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.

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

Debt Service Funds — Debt Service Funds are used to account for the accumulation of resources
for, and payment of, general long-term debt principal, 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.

FIDUCIARY FUNDS
Agency Funds — Agency Funds are used to report resources held by the district in a purely

custodial capacity (assets equal liabiliies) and do not invelve measurement of results of
operations.

. Measurement Focus and Basis of Accounting.

In the government-wide Statement of Net Assets and Statement of Activities, governmental
activities are presented using the economic resources measurement focus and accrual basis of
accounting as are the Fiduciary Fund financial statements. Revenues are recorded when earned
and expenses are recorded when the liability is incurred or economic asset used, regardless of
the timing of the related cash fiows. 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 financlal resources
measurement focus and the modified accrual basis of accounting. Revenues are recognized as
soon as they are both measurable and available. Measurable means knowing or being able to
reasonably estimate the amount. Revenues are considered to be available when they are
collectible within the current 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 service
expenditures, as well as expenditures related to compensated absences and judgments, are
recorded only when payment is due.

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

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

Notes to Financlal Statementa
For the Year Ended June 30, 2008

C. Measurement Focus and Basis of Accounting (Continued).

Ad valorem property taxes are levied by the governing authorities of the county 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 levied and collected by the school
district, the revenues to be generated by the annual levies are not recognized until the taxes ere
actually collected by the tax levying authority.

Capital asset acquisitions are reported as expenditures in governmental funds. Proceeds of
general long-term debt and acquisitions under capital leases are reported as other financing
SOUrces.

Under the terms of grant 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 unrastricted net assets available to finance the program. It
is the District’s policy to first apply cost-reimbursement grant resources to such programs and
then general revenues.

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

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

D. Account Classifications.
The account classifications used in the financial statements conform to the broad classifications
recommended in Governmental Accounting, Auditing, and Financial Reporting as issued in 2005
by the Government Finance Officers Association and are consistent with the broad classifications

recommended in Financial Accounting for Local and State School Systems, 2003 issued by the
.8. Department of Education.

E. Encumbrances.

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

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

F. Assets, liabilities, and net assets or equity.

1.

Cash, Cash equivalents and Investments
Cash and cash equivalents

The district's cash 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 acquisition. The school district deposits excess funds in the financial institutions
selected by the school 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. (1872), in interest-bearing deposits or other obligations of the types described in Section
27-105-33, Miss. Code Ann. (1972}, or in any other type investment in which any other
agency, insirumentality 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 classified as investments if they have a
maturity greater than three months when acquired.

Investments for the district are reported at fair market value.

Receivables 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 toffrom other funds”
{i.e. the current portion of interfund loans) or “advances to/from other funds” (i.e. the non-
current portion of the intertund loans.). All other outstanding 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

halance reserve account in applicable governmental funds to indicate that they are not
available for appropriation and are not expendahle available financial resources.

Due from Other Governments

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

Inventories and Prepaid ltems.

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

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

Notes to FiInanclal Stataments
For ths Year Ended June 30, 2008
5. Restricted Assets.

Certain resources set aside for repayment of debt are classified as restricted assets on the
statement of net assets because their use is limited by applicable debt statutes. Also, the
nonexpendable %ortion of the Permanent Fund, if applicable, is classified as restricted assets
because the 16" Section Principal fund is not available for usa by the district except as
provided for under state statute for loans from this account.

6. Capital Assets.

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

Capital acquisition and construction are reflected as expenditures in the Governmental Fund
slatements and the related assets are reported as capital assets in 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.

Capltallzation Estimated
Pollcy Uaeful Life

Land $ 0 0
Buildings 50,000 40 years
Building improvements 25,000 20 years
Improvements other than buildings 25,000 20 years
Mobile equipment 5,000 5-10 years
Furniture and equipment 5,000 3-7 years

Leased property under capital leases

(*) The threshold amount will correspond with the amounts for the asset classifications, as
listed. See Note 5 for details.
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OKTIBBEHA COUNTY SCHOOL DISTRICT

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

7. Compensated Absences.

Employees of the school district accumulate 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 exceed the provisions for leave as provided in Sections 25-3-93 and 25-3-95. Some
employees are allowed personal leave and/or vacation leave in accordance with school
district policy. The district pays for unused leave for employees as required by Section 37-7-
307(5), Miss. Code Ann. (1972).

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

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

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

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

9. Fund Equity.

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

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

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

Reserved for inventory — An account that represents a portion of the fund balance which
indicates that inventories do not represent available spendable resources even though they
are a component of net current assets.

Reserved for capital projects — An account that represents that portion of fund balance in the

Capital Projects Fund which is legally restricted and not available for spending for any other
purpose than that for which it is restricted.
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OKTIBBEHA COUNTY SCHOOL DISTRICT

Notes to Financlal Statementa
For the Yesr Ended June 30, 2008

Reserved for debt service — An account that represents that portion of fund balance in the
Debt Service Fund which is legally restricted and not available for spending for any other
purpose than that for which it is restricted.

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 restricted for improving sixteenth section forest lands.

Reserved for permanent fund purposes — An account that represents a portion of the fund
balance that is legally 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, and Investments

The district follows the practice of aggregating the cash assets of various funds to maximize cash
management efficiency and returns. 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 collateral 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 State Legislature and is governed by Section 27-105-5, Miss.
Code Ann. (1972). Under this program, the entity’s funds are protected through a 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 Federai Deposit Insurance Corporation.

Investments. Section 29-3-113 and 37-59-43, Miss. Code Ann. {1972), authorizes the school board
to invest surplus funds in the types of investments authorized by Section 27-105-33(d) and (), Miss.
Code Ann. (1972). This section permits the following types of investments: (a} certificates of
deposits and interest bearing accounts with qualified state depositories; (b) direct United States
Treasury obligations: (c) United States Govemment agency, United States Government
instrumentality or United States Government sponsored enterprise obligations, the principal and
interest of which are fully guaranteed by the govemmant or enumerated agency of the United States;
(d) direct security repurchase agreements and reverse direct security repurchase agreemenis of any
federal book entry of only those securities enumerated in {(b) and (c) above; (e) direct obligations
issued by the United States of America that are deemed io include securities of, or interest in, and
open-end or closed-end any management type investment company or investment trust approved by
the State Treasurer and the Executive Director of the Depariment of Finance and Administration.
investment income on bond funds (Capital Projects), bond sinking funds {Debt Service Funds) and
sixteenth section principal funds (Permanent Funds) must be credited to those funds. Investment
income of $100 or more of any fund must be credited to that fund. Amounts less than $100 can be
credited to the General fund.
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OKTIBBEHA COUNTY SCHOOL DISTRICT

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

Cash and Cash Equivalents and Investments {Continued);
Cash and Cash Equivalents.

The carrying amount of the school district's deposits with financial institutions reported in the
governmental funds and fiduciary funds was $3,008,605 and $543,279, respectively. The bank
balance was $4,103,286.

Custodial Credit Risk — Deposifs. Custodial credit risk is defined as the risk that, in the event of the
failure of a financial institution, the district will not be able to recover deposits or collateral securities
that are in the possession of an outside party. The district does not have a deposit policy for
custodial credit risk. However, the Mississippi State Treasurer manages that risk on behalf of the
district. Deposits above FDIC coverage are collateralized by the pledging financial institutions trust
department or agent in the name of the Mississippi State Treasurer on behalf of the district. As of
June 30, 2008, none of the district's bank balance of $4,103,286 was exposed to custodial credit
risk.

Investments.

As of June 30, 2008, the district had the following investments.

Investment Type Maturities {in years) Fair Value Rating

Hancock Horizon 3

Treasury Securities

Money Market Mutual Funds Less than 1 110,757 AAAM
Total Investments $ 110,757

The carrying amount of investments of $110,757, was reported in the government-wide financial
statements as investments. This represents the investment balance in the MAEP Debt Service
Fund which is legally restricted and may not be used for purposes that support the district's
programs.

Interest Rate Risk. The district does not have a formal investment policy that limits investment
maturities as a means of managing its exposure to fair value losses arising from increasing
interest rates.

Credit Risk. State law limits investments to those prescribed in Section 27-105-3(d) and 27-105-
33(e), Miss. Code Ann. (1972). The district does not have a forma! investment policy that would
further limit its investment choices or one that addresses credit risk.

Custodial Credit Risk — Investments. Custodial credit risk is defined as the risk that, in the event
of the failure of the counterparty, the district will not be able to recover the value of its
investments or collateral securities that are in the possession of an outside party. The district
does not have a formal investment policy that addresses custodial credit risk. The investments in
the Hancock Horizon Treasury Securities Money Market Mutua! Funds are uninsured ang
unregistered and are not backed by the full faith and credit of the federal government.
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OKTIBBEHA COUNTY SCHOOL DISTRICT

Notes to FInanclal Statementa
For the Year Ended June 30, 2008

3. Interfund Receivables, Payables and Transfers.
The following is a summary of interfund transactions and balances:

A. Due From/to Cther Funds.

Receivable Fund Payable Fund Amount
General Fund Title 1 Fund $ 88,260
16" Section Interest Fund 2,398
Other Governmental Funds 103,961
Fiduciary Funds 208,982
16" Section Interest Fund General Fund 17,376
16" Section Principal Fund General Fund 11,474
Fiduciary Funds General Fund 124,863
Total $ 557,314

The interfund loans above are primarily to reflect short-term obligations owed by one fund to
another fund until revenues are received and to reflect amounts owed to clearing funds from
governmental funds.

B. Advances To/From Other Funds.

RAecelveble fund Payable Fund Amount
16" Section Principal Fund General Fund $ 208,233
Total $ 208,233

Sixteenth section principal loans payable

Note: the Sixteenth section principal loans payable are not reflected on the Statement 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 are reflected on Exhibit
D-1,

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

Year Ending
June 30 Principal Interest Total
2009 % 23,697 7,898 31,595
2010 24,863 6,932 31,595
2011 25,667 5,928 31,595
2012 26,713 4,882 31,695
2013 27,801 3794 31,595
2014-2018 79,692 4,558 84,250
Total % 208,233 33,992 242,225
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OKTIBBEHA COUNTY SCHOOL DISTRICT

Notes to Financlal Ststements
For the Year Ended June 30, 2008

C. Inter-fund Transfers.

Transfers out Transfers in Amount

General Fund Other governmenital funds $ 94,446
Title 1 Fund General Fund 10,274
16™ Section Interest Fund General Fund 396,805
Other Governmental Funds General Fund 23,081
Total $ 524,606

The transfers were primarily io move revenue to finance other programs that are accounted for in
other funds in accordance with budgetary authorizations.

4. HRestricted Assets.
The restricted assets represent the cash balance totaling $733,299 of the Sixteenth Section
Principal Fund (Permanent Fund) which is legally restricted and may not be used for purposes
that support the district's programs,

5. Capital Assets.

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

Balance Balance
7/1/2007 Additions BRetiremants Ad|ustments* 6/30/2008
Govemmantal activiies:
Non-depreciable capital assets:
Land 11,450 - 11,450

Construction In Progress - 103,236 - - 103,236
Total non-depreciable capital assets 11,450 103,236 - - 114,886
Depreciable capital agssis:
Buildings 2,543,585 - - - 2,543,595
Mobile equipment 1,425,287 308773 ¢ 100,521 ) - 1,831,519
Fumiture and equipment 170,108 22,849 { 13,842 ) - 178.015
Total dapreciable capital assels 4,138,970 320,622 { 114,483 ) - 4,354,129
Less accumulated depreciation for:
Buildings 1,454,308 26,508 - 51,022 1,531,929
Mobile equipment 1,080,192 88,179 { 280,469 ) - 1,087,802
Fumiture and equipment 125,573 22241 { 12,737 ) 3,748 138,825
Total accumulated depreciation 2,860,073 147,018 ( 103,208 ) 54,770 2,758,656
Total depreciable capilal assets, nel 1,478,897 182,803 { 11,257 i 54,770 ) 1,595,473
Govemmaental activities capital assets, net 1,480,347 285,839 { 11,257 ¥ 54770 ) 1,710,159

*Adjustments represent prior period corrections to accumulated depreciation totals noted on
7/01/2007 balances.
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OKTIBBEHA COUNTY SCHOOL DISTRICT

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

Depreciation expense was charged to the fellowing governmental functions:

Governmental activities: Amount
Instruction 3 29,488
Support servicas 112,745
Non-instructional 4,786

Total Depreciation Expense $ 147,019

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

Spent to Remaining
June 30, 2008 Commitment
Governmental Activities
Energy efficiency project $ 103,236 527,923
Total ) 103,236 527,923

6. Long-term Liabilities:

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

Amounis due

Balance Balance w ithin one

7/1/2007 Additlons  Reductions 6/30/2008 year
Lirmited obligation bonds payabile $ 2,050,000 130,000 1,920,000 140,000
Transportation equipment koans 251,054 277,000 55,541 472,513 137,833
Obligations under energy efficeiency - 630,470 630,470 -
Cther loans payable 410,494 56,398 354,006 59,267
Commpensated absences payable 34,251 5,504 28,657 -
Total & 2,745,799 907,470 247,633 3,405,736 337,200
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OKTIBBEHA COUNTY SCHOOL DISTRICT

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

A. Limited obligation bonds payable.

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

interest ksue Maturity Amount Amount
Dascription Rate{s) Date Cate ssued Outstanding
State aid capital improvement bonds 4.375-5.7% 6/1/1998 2M1/2018 % 2,745,000 1,920,000
Total $ 2745000 1,920,000

Details of the district's June 30, 2008 limited obligation bonds indebtedness are as follows:

1. Limited obligation bond issue of June 1, 1998,

Year Ending June 30 Principal Interest Total
2000 § 140,000 84,503 224,503
2010 145,000 78,250 223,250
2011 150,000 71,685 221,685
2012 160,000 64,630 224,630
2013 170,000 57,040 227,040
2014-2018 1,155,000 158,815 1,313,815
Total 1,920,000 514,923 2,434,923
E —— - — E— —— ] e —

The state aid capital improvement bonds are secured by an irrevocable pledge of certain
revenues the district receives from the State of Mississippi pursuant to the Mississippi
Accountability and Adequate Education Program Act, Section 37-151-1 through 37-151-7, Miss.
Code Ann. (1972). The state aid capital improvement bonds are not included in the computation
of the debt limit percentage. This debt will be retired from the MAEP Debt Service Fund.
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OKTIBBEHA COUNTY SCHOOL DISTRICT

Notes to Financlal Ststements
For the Year Ended June 30, 2008

B. Transporation equipment loans payable.

Debt currently outstanding is as follows:

Interest lssue Maturity Armount Armount
Dascription Rale Date Date ksued Qutstanding
Regions Bank (SFED Bus) 5.00% 10/29/2001 512011 % 55,960 26,199
Regions Bank {10 Buses) 5.82% 5/1/2001 5/1/2011 465,780 169,314
Cadence Bank {Buses) 4.22% 9/13/2007 S/10/2011 277,000 277,000
Total $ 798,740 472,513
S—

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

Year Ending June 30 Principal intarest Total
2000 $ 137,033 22,850 160,883
2010 141,314 16,2563 157,567
2011 132,266 9,560 141,826
2012 61,000 2,610 83,610
Total 472,513 51,373 523,886

This debt will be retired from the Transportation Debt Service Fund.
C. Obligations under energy sefficiency lease.

Debt currently outstanding is as follows:

nterest kssus Maturity Amount Armount
Description Rate(s) Cate Date Bsued Qutstanding
1 All Armerican investmeant
Group, LLC - Energy Efliciency mproverments 4. 65% 6/12/2008 11/6/2023 % 630,470 630,470
Total 630,470 630,470
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OKTIBBEHA CQUNTY SCHOOL DISTRICT

Notes to Financlal Ststements
For the Year Ended June 30, 2008

Details of the district's June 30, 2008 energy efliciency lease payable are as follows:

1. Obligations under energy efficiency lease issued June 12, 2008,

interest and
Maintenance
Year Ending June 30 Principal Charges Total
2000 % - 29,080 29,080
2010 12,915 46,007 58,022
2011 33,850 25,735 59,685
2012 35,522 24,163 59,685
2013 37,165 22,520 59,685
2014-2018 213,278 85,145 298,423
2018-2023 267,418 31,005 298,423
2024-2028 30,222 501 30,723
Total $ 630,470 264,156 894,626
I

This debt will be retired from the District Maintenance Fund.,
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OKTIBBEHA COUNTY SCHOOL DISTRICT

D. Other loans payable.

The school district took out a lcan at Bank First Financial Services on June 27, 2001 for
$400,000 to help finance the school renovations. The loan is to be paid back aver a period of
sixteen years with fifteen annual payments of $38,891 and a sixteenth final payment of $2,746
with an interest rate of 5.06%. The school district took out another loan at Regions Bank
(formerly AmSouth Bank) on QOctober 29, 2002 for $250,000 to help finance school
renovations. The loan is to be paid back over a period of eight years with annual payments of

$37,316 with an interest rate of 4.12%,

Debt currently outstanding is as follows:

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

Interest Issue Maturity Armount Amount
Description Rate Date Date Issuad Qutstanding
Bank First Financial Sendces 5.06% 6/27/2001 6/28/2017 § 400,000 250,064
Regions Bank 4.12% 10/29/2002 10/28/2010 250,000 104,032
Total $ 650,000 354,006

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

Year Ending June 30 Principal Interast Total
2009 § 59,267 18,940 76,207
2010 61,956 14,251 76,207
2011 65,571 11,439 77,010
2012 30,425 B.466 38,891
2013 31,865 6,926 38,891
2014-2018 104,912 10,742 115,654
Total 354,096 68,764 422,860
] e L ]

The debt will be retired from the EEF Buildings and Buses Fund and the Transportation Debt

Service Fund.

E. Compensated absences payable.

As more fully explained in Note 1{F)(7), compensated absences payable is edjusted 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 wers paid.
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OKTIBBEHA COUNTY SCHOOL DISTRICT

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

7. Defined Benefit Pension Flan.

Plan Description. The school district contributes to the Public Employees’ Retirement System of
Mississippi (PERS), a cost-sharing multiple-employer defined benefit pension plan. PERS
provides retirement and disability benefits, annual cost-of-living adjustments, and death benefits
to ptan 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 employer's
rate for fiscal year ended June 30, 2008 was 11.85% of 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
years ending June 30, 2008, 2007 and 2006 were $640,873, $606,014, and $584,865,
respectively, which equaled the required contributions for each year.

8. Sixteenth Section Lands.

Sixteenth section school lands, or lands granted in lieu thereof, constitute property held in trust for
the benefit of the public schools. The school board, undar the general supervision of the Office of
tha Secretary of State, has control and jurisdiction of said school trust lands and of all funds
arising from any disposition thereof. It is 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 assure 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 are from existing leases and do not anticipate
renewals or new leases,

Year Ending June 30 Amount

2009 & 84,125
2010 69,251
2011 64,511
2012 61,508
2013 50,003
2014-2018 275,533
2019-2023 275,533
2024-2028 267,126
2029-2033 231,887
Thereafter 437,544
Total s 1,826,121
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OKTIBBEHA COUNTY SCHOOL DISTRICT

Notee to Financlal Statements
For the Year Ended June 30, 2008

9. Prior Period Adjustments/Exhibits.

A summary of significant fund equity adjustments is as follows:

Exhibil B — Staternent of Activities

Explanation{s) Armount
1 Adjustment to correct prior year emors in accumulated depraciation $ (54,770)
2 Adjustment to wid outstanding checks greater than one year old 23,411
3 Adjustment to comect prior year errors in due from other govemmenis (20,334)
4 Adjustment to comrect beginning of the year Investment balance 1,838
Total $  [(49,855)
———

Exhibit D ~ Statement of Revenues, Expenditures and Changes in Fund Balances

Major Funds Explanation{s) Amount
General Fund Adjustment to void outstanding checks
greater than one year old 3 23,411
Adjustment to correct prior year errors
in due from other govemments (20,334)
Other govemmental funds Adjustment to correct beginning of the
year imestment balance 1,838
Total g 4,915
I ——

10. Contingencies.

Federal Grants. The school district has received federal grants for specific purposes that are
subject to audit by the granter agencies. Entitlements to these resources are generaliy
conditional upon compliance with the terms and conditions of the grant agreements and
applicable federal regulations, including the expendiiure of resources for allowable purposes.
Any disallowances resulting from the grantor audit may become a liability of the school district.
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OKTIBBEHA COUNTY SCHOOL DISTRICT

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

11. Risk Management.

The school district is exposed to various risks of loss related to toris; theft of, damage to and
destruction of assets; error and omission; injuries to employees; and natural disasters. Except as
described below, the district carries commercial insurance for these risks. Settled claims
resulting 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 pool. The trust consists of approximately 95 school districts and
one community college and covers risks of loss arising from injuries to the members’ employees.
The Mississippi Workers’ Compensation Commission requires that an indemnity agreement be
executed by each member in a workers’ compensation self-insurance pool for the purpose of
jointly and severally binding the pool and each of the employers comprising 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 Fargo in Portland, Oregon. The funds in the trust
account are used to pay any claim up to $750,000. For a claim exceeding $750,000, MSBAWCT
has insurance which will pay the excess to the statutory amount required by the Mississippi
Workers Compensation Commission Act. If total claims during a year were to deplete the trust
account, then the member 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.

12. Subsequent Events

On March 30, 2009, the district awarded a roofing contract to Mid-Western Roofers, Inc., in the
amount of $96,710.
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Oktlbbehs County School District
Budgetsry Comparison Schedule
General Fund

For the Year Ended June 30, 2008

Revenues:
Local sources
State sources
Federal sources
Total Revenues

Expenditures:

Instruction
Support services
Noninstructionet services
Debt service:

Principal

Interast

Total Expenditures

Excess (Deficiency) of Revenues
over Expenditures

Other Finanging Sources {Uses):
Proceeds ol ioans
Insurance loss recoveries
Sale of other property
Operating transfers In
Operating transfers out
Total Other Financing Sources {Usas)

Net Change in Fund Balances
Fund Balances:
Juty 1, 2007
Prior pericd adjustments

July 1, 2007, as restated

June 30, 2008

The notes to tha required supplementary information are an inlegral part of this slalement.

Vanances
Posltive {Negative)

Budgeted Amourts Actual Original Final
Qriginal Final (GAAP Basis) to Final to Actual
3,332,111 3,077,313 3,000,197 (254,798) 12,6684
4,500,917 4,388,378 4,375,020 (132,538) 8.642
158,000 207,541 207,541 51,541 0
7,989,028 7,653,232 7,672,758 {335,786) 19,528
4,345,788 4,317,312 4,309,323 28,456 7.988
9,443,545 3,787,089 3,801,008 (343,524) (13,939)
5,686 3,542 3,542 2146 0

0 0

22,789 22,242 527 22,242
8,828 8,353 8,825 {527} 526
7,626,508 6,138,518 6,122,898 (312,922) 16,820
162,432 (466,286) (448,940) (648,718) 36,346
277,000 277,000 277,000 0

1,662 1,862 1,862 0

3,890 3,890 3,690 ]
936,488 1,218,758 430,180 275,270 (788,509)
(1,001,668) (878,0808) {64,448) 123,599 783,623
(82,179) 623,242 616,266 665,421 (4,976)
100,253 136,956 168,326 36,703 31,370
108,568 228,470 108,568 120,884

3,077 0 3,077

0 106,586 232,547 106,566 123,961

100,253 245,542 400,873 145,269 155,331
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Oktlbbeha County School District
Budgetary Comparison Schadule
Thie 1 Fund

For the Year Endad June 30, 2008

Aewenues;
Federal sources
Total Revenues

Expendilures:
Instruction
Support services
Noninstructional services
Total Expenditures

Excess (Deficiency) of Revenues
over Expenditures

Cther Financing Sources (Uses):
Operating transfers out
Total Other Financing Sources (Uses)

Net Change in Fund Balances

Fund Balances;
Juty 1, 2007

June 30, 2008

The notes to the required supplementary information are an integral pant of this statement.

Vanances
Positive (Negative)
Budgsted Amounts Actual Original Final
Original Final {GAAP Basis) to Final to Actual
722,638 863,450 663,450 {50,188) 0
722,638 663,450 663,450 (59,188}
284,610 281,727 281,727 2,892 0
338,004 2D6,748 208,748 42,248 0
88,751 74,701 74,701 14,050 0
712,364 653,176 853,176 59,168 0
10,274 10,274 10,274 0 0
{10,274) {10,274) (t10,274)
{10,274) {10,274) (10,274) 0
0 0 0 0 0
0 0 0 0 o]
0 0 0 0 0
- —
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Oktlbbeha County School District
Budgetary Comparison Schedule
16th Section Intereet Fund

For the Yeer Ended June 30, 2008

Varances
Positive (Negative)
Budgsted Amounts Actual Original Finat
Orlginal Final (GAAP Basls) to Finat to Actuat
Revenues:
Local sources L] 0 21,542 0 21,542 (21,542)
Sideenth section soUces 112,500 211,579 235,841 24,079 24,2682
Total Revenues 112,500 233,121 235,841 120,821 2,720
Expenditures:
Sixtesnth section 41,300 32,441 32,441 8,859
Total Expenditures 41,300 32,441 32,441 8,859
Excess (Dsticiency) of Revenues
over Expenditures 71,200 200,680 203,400 125,480 2,720
Other Financing Sources (Uses):
Operating transters out 0 {396,805) {396,805) {396,805}
Total Other Financing Sources (Uses) 0 {396,805) (306,805) {396,805)
Net Change in Fund Balances 71,200 {196,125) {193,405) {287,325) 2,720
Fund Balances:
July 1, 2007 0 1,171,521 1,166,521 1,171,521 {5,000)
June 30, 2008 s 71,200 875,306 873,118 904,196 {2,280)

The notes to the required supplernentary information are an integral part of this statement.
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OKTIBBEHA COUNTY SCHOOL DISTRICT

Notea to the Required Supplementary information
For the year Ended June 30, 2008

Budgetary Comparison Schedule

1.

Basis of Presentation.

The Budgetary Comparison Schedule presents the original legally edopted hudget, the final
legally adopted budget, the actual data on the GAAP basis, variances between the original
budget and the final budget, and variances between the final budget and the actual data.

Budget Amendments and Revisions.

The budget is adopted by the school board and filed with the taxing autharity. Amendments can
he made on the approval of the school board. By slatute, final budget revisions must be
approved on or before October 15. A budgetary comparison is presented 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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Schedule of Expendltures of Fedetal Awards
For the Year Ended June 30.2008
Faderel Grantor/ Caiatog Of
Pass-lhrough Grantor/ Federal Domestic Federal
Program Title Aasistance No. Expandilurea
1.3, Deoartment of Agriculture
Passad ihrough 1he Mississippi Department of Educelion:
Child nutrition clusisr
School breakfasi progrem 10.553 188,110
Mationel school lunch program 10,555 350,535
Total 538,645
Fores! services:
Maticnel foresi-dependent rurel communities 10.670 63,264
Total U.S. Dapartmanl of Agriculture 590,008
Federal Communications Commigsion
Administered through the Universal Service Adminisirative Compeny:
The schools snd libraries progrem of tha universal service fund A2 0K 107,508
Totel Federal Communications Commissian 107 508
U.S. Department of interlor
Direct progrem:
Payments in lieu of texes 15.226 36,769
Total U.S. Departmeni of Interiar 36,769
U.8. Department of Education
Passed through the Mississippl Departmant ot Educalion:
Tille I, grants to local educationsal agencies 84,010 863,440
Sate and drug free schools and communilies - state grants 84.188 8,074
Twonty-first century community laeming centers 84.287 166,660
Stale grants for innovetive progrema 84,208 1,488
Education lechnology siats grenis 84.318 2952
Gaining earty ewareness and reediness in undergraduate programs 84.334 16,681
Reading firsl slale grants 84,357 520,582
Aural educalion 84,358 25,100
Improving teacher quality - stste grenle B4.367 148,883
Grants for slate assassments and rslated aclivitios B84.369 4,828
Total 1,562 466
Special Education Clustar:
Special Education - Granls lo Statas 84,027 230,161
Spacial Educetion - Praschool Grants 84.173 15,773
Total Special Education Clustar 245,934
Total U.S. Dapartment of Educetion 1,808,400
Total for All Faderal Awerda $ 2,552,586
- . —————

Notea To Behedule:

1. This echedule was preparad using lhe sama basia of accounting and tha same eigniticant accounling
policies, as applicable, usad for tha financiel statermenta

2. The expenditureé amounis include transtare oul.

3. The pass - through entitiss did nat asaign idanlifying numbers to tha school district.
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Oktibbsha County School Dietrict
Schedule of Inatructional, Adminlstrative and Other Expenditures - Governmental Funds

For the Yesar Ended June 30, 2008

Instruction and Other

Student Instructional General School
Expendifures Tolal Expenditures _Adminlstration _Adminisbration Other
Salaries and fringe benefits § 7,557,728 5,266,678 572,908 423,039 1,291,805
Cther 3,738,057 1,058,338 388,213 448,713 2,239,793

Total ] 11,203,785 6,329,314 961,121 471,752 3,531,598

Total number of students” 975
Cost per student 3 12,807 7,234 1,098 539 4,036

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

Instruction and Other Student Inetructional Expendituree - includes the activilies dealing directly with the Interaction
between teachers and students. Included hera are the activilies of teachers, teachers aldes or classroom assistants of any
type. (all the 1000, 2100, & 2200 functional codes).

General Adminlstrstion - includes sxpenditures for the following functions: Support Services - Gieneral Admintatration {2300s);
and Support Services - Business (2500s).

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

Other - Includes all expenditurs functions not Included in Instruction or Administration Categories.

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

Note: include 100 and 200 range object codes on tha “Salariee and fringe bensfita” line; all ather expenditures on tha "Other” lina
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OKTIBBEHA COUNTY SCHOOL DISTRICT

OTHER SUPPLEMENTAL INFORMATION
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Oktibbeha County School Dlistrict

Statement of Revenuss, Expenditures and Changes In Fund Balances

General Fund
Last Four Yaere

Revenuse:
Local sourcas
State sources
Federal sources
Tota! Revenues

Expanditures:
Instruction
Support services
Noninstructional services
Dabt servica:
Interest
Total Expendiures

Excess (Deticlency) of Revenues
over Expenditures

Other Financing Sources (Uses):
Procesds of loans
Insurance loss recoveries
Sale of other property
Operating transfers in
Operating franslars out

Total Cther Financlng Sources (Uses)

Net Change in Fund Balances

Fund Balances:
July ¥,
Prior period adjustments
July 1, as restated

June 30,

*SOURCE - PRIOA YEAR AUDIT REPCRTS

"UNAUDITED"
2008 2007* 2006* 2005
$ 3,080,197 3,046,081 2,940,869 2,795,999
4,375,020 4,159,319 4,189,500 4,245,680
207,541 141,958 211,013 116,686
7,672,758 7,347,358 7,341,382 7,158,365
4,309,323 4,133,912 4,194,243 3,515,223
3,801,008 3,302,457 3,848,881 3,129,600
3,542 5,888 2,446 6,352
8,825 9,717 3,361
8,122,808 7,451,774 8,048,937 7,061,375
(445,940) {104,418) {705,555) 106,990
277,000
1,662 41,990 39,141 1,022
3,890 150 3,708
430,160 196,604 991,994 867,656
{94,446) {82,319) (1,143,930) {970,836)
618,286 158,475 {112,645) (78,362)
166,326 54,057 {6818,200) 26,628
229,470 45,509 863,799 842,655
3,077 129,814 (7,484)
232,547 175,413 863,799 835,171
3 400,873 229,470 45,509 863,799
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Oktlbbeha County School Districi

Statement of Revenuas, Expenditures and Changes In Fund Balances

All Governmental Funde
Last Four Years

Revenues:
Local sources
Slaia sources
Faderal sources
Sixteanth saclion sources
Tolal Revanues

Expenditures:

tnstruction
Support services
Noningtructional services
Sixieenth saction
Facilities acquisition and consiruction
Debi sorvice:

Prncipal

Imarast

Other
Total Expendilures

Excess (Dallcioncy) of Ravenues
over Expenditures

Other Financing Sources (Uses):
Proceeds of (oans
Insumnce ioss recoveries
Sala of othar proparty
Dparating transters in
Other linancing sources
Operating ianstars oul
Payment to rafunded bond escrow agani
Other tinancing uses
Total Other Financing Sources (Uses)

Nei Chenge in Fund Balarces
Fund Balances:
Juky 1,
Prior parod adjustments
July 1, Bs mslaied

Increase (Decreasa) |n reserve for inventory

Jura 30,

*SOURCE - PRIOA YEAR AUDIT REPORT S

*UNAUDITED"

2008 2007 2006" 2005°
3,344,709 3,283,792 3,168,128 3,024,803
4,722,842 4,511,428 4,530,148 4,563,249
2,552,307 2,411,056 2,277,167 2,284,317

354,840 370,764 289,603 423,300
10,974,567 10,588,041 10,244,348 10,285,840
5,880,227 5,360,051 5,332,180} 5,188,500
4,410,558 3,082,788 4,481,535 3,820,238
673,260 626,355 847,220 541,019
49,907 55,578 62,727 48,875
103,238 11 53,344
241,839 231,188 242377 180,782
134,066 148,112 153,808 183,008

574 333

11,203,785 10,384,503 10,810,301 0,862,922
(319,188} 201,458 {665,955 02,827

807,470
1,882 41,550 48,141 1,022
3,880 150 379
524,608 281,123 1,229,212 1,007,154
8,453
(524,608) (281,123 (1,220,212) {1,007,154)
{5,903

(1)
913,022 41,870 38,201 5,470
503,834 243,437 (826,884) 308,207
2,688,187 2,603,852 3,220,745 2,917,080
4,015 138,231 4,370
2,001,102 2,741,883 3,220,745 2,921,448
{4,501) 067 571 0
3,580,345 2,088,187 2,603,852 2,229,745
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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
Oktibbeha County School District

We have audited the financial statements of the governmental activities, each major fund and the
aggregate remaining fund information of Oktibbeha County School District as of and for the year
ended June 30, 2008, which collectively comprise Oktibbeha County School District's basic
financial statements and have issued our report thereon dated January 21, 2010. We conducted
our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Audiling
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 control over
financial reporting as a basis for designing our auditing procedures for the purpose of expressing
our opinions on the financial statements, but not for the purpose of expressing an opinion on the
effectiveness of the school district's internat control aver financial reporting. Accordingly, we do
not express an apinion on the effectiveness of the school district’s intermal control over linancial
reporting.

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

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 deficiencies, that adversely affects the entity’s ability to initiate, authorize, record, process,
or report financial data reliably in accordance with generally accepted accounting principles such
that there is more than a remote likelihood that a misstatement of the entity’s financial statements
that is more than inconsequential will not be prevented or detected by the entity's internal control,
We consider the deficiencies described in the accompanying Schedule of Findings and
Questioned Costs as Findings 2008-1, 2008-2, 2008-3, 2008-4, 2008-5, 2008-6 and 2008-7 to be
significant deficiencies in internal control over financial reporting.

" A material weakness is a significant deficiency, or combination of significant deficiencies, that
results in more than a remote likelihood that a material misstatement of the financial statements
will not be prevenied or detected by the school district’s internal control,

53

Watkins, Ward and Stafford, PLLC



Our consideration of internal control over financial reporting was for the limited purpose described
in the first paragraph of this section and would not necessarily ldentify all deficiencies in the
internal control that might be significant deficiencies and, accordingly, would not necessarily
disclose all significant deficiencies that are also considered to be material weaknesses.
However, we consider the significant deficiencies described above in Finding 2008-1, 2008-2,
2008-3 and 2008-4 to be a material weaknesses.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the school district's financial statements
are free of material misstatement, we performed tests of its compliance with certain provisions of
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 compiiance with those provisions was not an objective of our audit and, accordingly,
we do not express such an opinion. The results of our tests disclosed no instances of
noncompliance or other matters that are required to be reported under Government Auditing
Standards. However, we noted certain immaterial instances of noncompliance or other matiers
that we have reported to management of the school district in a separate letter dated January 21,
2010, which is included in this report.

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

This report is intended solely for the information and use of the school board and management,
entities with accreditation overview, and federal awarding agencies and pass-through entities and
is not intended to be and should not be used by anyone other than these specified parties.
However, this report is a matter of public record and its distribution is not limited.

Watkins, Ward and Stafford, PLLC

Starkville, Mississippi
January 21, 2010
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INDEPENDENT AUDITOR'S REPORT
ON COMPLIANCE WITH REQUIREMENTS APPLICABLE TO
EACH MAJOR FEDERAL PROGRAM AND INTERNAL CONTROL OVER
COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133

Superintendent and School Board
Oktibbeha County School District

Compliance

We have audited the compliance of the Oktibbeha County School District with the types of
compliance requirements described in the U.S. Office of Management and Budget (OMB) Circular
A-133 Compliance Supplement that are applicable to each of its major federal programs for the
year ended June 30, 2008. The school district's major federal programs are identified in the
summary of auditor's results section of the accompanying schedule of findings and questioned
costs. Compliance with the requirements of laws, regulations, contracts and grants applicable to
each of its major federal programs is the responsibility of the school district's management. Our
responsibility is o express an opinion on the school district's compliance based on our audit.

Wae conducted our audit of compliance in accordance with auditing standards generally accepted
in the United States of America; the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States; and
OMB Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations. Those
standards and OMB Circular A-133 require that we plan and perforn the audit to obtain
reasonable assurance about whether noncompliance with the types of compliance requirements
referred to above that could have a direct and material effect on a major federal program
occurred. 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.

In our opinion, Oktibbeha County School District complied, in all material respects, with the

requirements referred to above that are applicable to each of its major federal programs for the
year ended June 30, 2008.
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(nternal Conirel Over Compliance

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

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

A control deficiency in an entity's internal control over compliance 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 noncompliance with a type of
compliance requirement of a federal program on a timely baiss. A significant deficiency is a
control deticiency, or a combination of control deficiencies, that adversely affects the entity's
ability to administer a federal program such that there is more than a remote likelihood that
noncompliance with a type of compliance requirement of a federal program that is more than
inconsequential will not be prevented or detected by the entity’s intarnal control. We consider the
deficiencies in the internal control over compliance described in the accompanying Schedule of
Findings and Ouestioned Costs as Findings 2008-8, 2008-9 and 2008-10 to be significant
deficiencies.

A material weakness is a significant deficiency, or combination of significant deficiencies, that
results in more than a remote likelihood that material noncompliance with a type of compliance
requirement of a federal program will not be prevented or detected by the entity's internal control.
Of the significant deficiencies in the internal control over compliance described in the
accompanying Schedule of Findings and Questioned Costs as Findings 2008-8, 2008-9 and
2008-10, we consider Finding 2008-8 to be a material weakness.

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

This report is intended solely for the information and use of the school board and management,
others within the entity, entilies with accreditation overview, and tederal awarding agencies and
pass-through entities and is not intended to be and should not be used by anyone other than
these specified parties. However, this report is a matter of public record and its distribution is not
limited.

Watkins, Ward and Stafford, PLLC
Starkville, Mississippi
January 21, 2010
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INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE WITH
STATE LAWS AND REGULATIONS

Superintendent and School Board
Oktibbeha County School District

We have audited the financial statements of the governmental activities, each major fund and the
aggregate remaining fund information of the Oktibbeha County School District as of and lor the
year ended June 30, 2008, which collectively comprise Oktibbeha County School District's basic
financial statements and have issued our report thereon dated January 21, 2010. We conducted
our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States.

Section 37-9-18{3)(e), 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.”

The results of our procedures performed to test compliance with the requirements of Section 37-
61-33{3)(a)(ii)), Miss. Code Ann. (1972}, disclosed the following instance of noncompliance. The
noncompliance is reported in finding number 1 below. The district reported $3,603 of classroom
supply funds carried 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 et 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 Section 37-
9-18(3)(b), Miss. Code Ann. (1972), disclosed no instances of noncompliance related to incorrect
or inappropriate tunctional 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
regulations and our audit of the financial statements disclosed the following immaterial instances

of noncompliance with other state laws and regulations. Our findings and recommendations and
your responses are as follows:
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Education Enhancement Funds Should Be Allocated Equally Among Teachers and
Exclude Federally Funded Teachers

Finding

Section 37-61-3(3)(a)(iii), Miss. Code Ann. (1972), requires that Mississippi public school
districts allocate Education Enhancement Funds (EEF) for classroom supplies equally
among all classroom teachers in the school district. Section 37-61-33(3)(ajii), Miss
Code Ann. (1972), further defines “teacher” for this statute and specifically excludes all
tederally-funded teachers from being included in the allocation process.

During our test work on EEF, we notad that the district allocated part of the EEF
classroom supplies allocation to three federally-funded classroom teachers. We also
noted teachers at two schools were allocated $3.50 more each than teachers at the other
two schools.

This noncompliance occurred because the district lacked proper training with respect to
state laws concerning the exclusion of federally-funded teachers required by Education
Enhancement Funds {EEF) classroom supplies. Also due to inadequate internal contrals
related to the allocation of EEF Funds, some teachers were allocated more than other
teachers.

Noncompliance with Section 37-61-33(3)(a)(ili}, Miss. Code Ann. (1972), could result in
the district allowing some teachers to spend other feachers’ allocations.

Recommendation

We recommend that the district comply with Section 37-61-33(3)(a)(iii), Miss. Code Ann.
(1972), which requires the district to allocate Education Enhancement Funds (EEF) for
classroom supplies equally among all classroom teachers, but to exclude allocation to
federally funded teachers,

School District's Response

Woe will comply with Section 37-61-33(3)(a){iii}, Miss. Code Ann. (1972), which requires
the district to allocate Education Enhancement Funds {(EEF) for classroom supplies
equally among all classroom teachers, but to exclude allocation to federally funded
teachers.

Purchasing Agenis Should Be Bonded for the Required Amount

Finding

Section 37-39-21, Miss. Code Ann. (1972), requires that purchasing agents for schoo!
districts be bonded in an amount of $50,000. Per review of surety bonds for purchasing
agents’ we noted that two of the purchasing agents were only bonded for $25,000.

The condition occurred due to the district hiring two new purchasing agents and
personnel of the district lacking the sufficient training with respect to the state legal
compliance requirements regarding bonding of purchasing agents.

Noncompliance with Section 37-39-21, Miss. Code Ann. (1972), could result in the district
nat bonding purchasing agents for the correct amount.
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Recommendation

We recommend the district comply with Section 37-39-21, Miss Code Ann. (1972), which
requires that purchasing agents for school districts be bonded in an amount of $50,000.

School District’s Response

We will comply with Section 37-39-21, Miss Code Ann. (1972), which requires that
purchasing agents for school districts be bonded in an amount of $50,000.

The District should Only Maintain Bank Accounts in Bank Depositories Approved by the
School Board

Finding

Section 37-7-333, Miss. Code Ann. (1972), requires that the school district advenrtise for
bids for all bank depositories. Per review of bank bids it was noted the district only
accepted one bank as a depository, however, the district maintained bank accounts in
three other banks.

The finding occurred due to the district mistakenly omitting the other three banks from the
bank depository list approved in the minutes of the board mesetings.

Noncompliance with Section 37-7-333, Miss. Code Ann. (1972), could result in the district
maintaining a bank account that is not properly approved as a bank depositary.

Recommendation

We recommend the district comply with Segtion 37-7-333, Miss. Code Ann. (1972), which
requires the school district to advertise for bids for all bank depositories.

School District's Response

We will comply with Section 37-7-333, Miss. Code Ann, (1972), which requires the school
district to advertise for bids {or all bank depositories.

Sixteenth Section Leases Should Be Promptly Collected
Finding

Section 29-3-57, Miss. Code Ann. (1972), requires the superintendent of education to
collect promptly all rentals due on sixteenth section leases. This section further stipulates
that upon a 60 day default in payment of any rentals according to the terms of the lease,
the lease shall he terminated unless the board finds extenuating circumstances were
present. Per our review of sixteenth sectfion lease payments during the fiscal year we
noted that several lease payments were paid later than 60 days past their due date but
the leases were not cancelled nor was any documentation noted in the board minutes of
any extenuating circumstances present.

Inadequate controls related to collection of sixteenth section lease payments resulted in
this noncompliance.

Noncompliance with Section 29-3-567, Miss. Code Ann. (1972), could result in the district
not receiving rental income for the use of sixteenth section lands and forfeiture of any
interest that the district could have earned on the income.
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Recommendation

We recommend the district comply with Section 29-3-57, Miss. Code Ann. (1972), which
requires the superintendent of education to collect promptly all rentals due on sixteenth
section leases. This section further stipulates that upon a 60 day default in payment of
any rentals according to the terms of the iease, the lease shall be terminated unless the
board finds extenuating circumstances were present.

School District's Response

The Land Management Service acting on behalf of Oktibbeha County School District sent
reminders to all 16™ Section lease holders 30 days prior to the anniversary date of the
annual rental payment.

Interest Earned Should Be Allocated To Individual Funds Inside the Pooled Account
Finding

Section 37-59-43(3), Miss Code Ann. (1972), states, “All earnings from funds other than
bond funds or bond sinking funds in excess of One Hundred Dollars (100.00) in any fiscal
year, ....shall be deposited in the district fund from which the investment was made...”

During our testing of cash we noted that interest earned in excess of $100 in the pooled
bank account was not allocated to the funds from which the investment was made.

Inadequate controls concaming interest resulted in this noncompliance with Section 37-
59-43(3), Miss. Code Ann. (1972).

Recommendation

We recommend the district comply with Section 37-59-43(3), Miss. Code Ann. (1972},
which requires earnings from funds other than bond funds or bond sinking funds in
excess of One Hundred Dollars {100.00) in any fiscal year be deposited in the district
fund from which the investment was made.

School District's Response

Interest earning will be distributed among funds deposited in pooled bank accounts.

Proper Forms Should Be Filed For All Retirees
Finding

The Mississippi Public Employees Retirement System (PERS) requires, under the re-
employment provisions of Section 25-11-127, Miss. Code Ann. (1972}, school districis
hiring PERS service retirees to file PERS Form 4B “Certification/Acknowledgement of
Re-employment of Retiree” with the PERS office within five days from the date of
employment for the retiree.

Per review of documentation received from PERS it was noted that PERS did not receive
four (4) PERS Form 4B Centification/Acknowledgement of Retirement of Retiree Form for
re-employed retirees.

Lack of internal controls related to the payroll cycle resulted in district personnel not filing
all of the necessary forms required for PERS service retirees.

61

Watkins, Ward and Stafford, PLLC



The retiree’s retirement income could be afected by the district not filing PERS Form 4B
upon re-employment of PERS service retirees each year. In addition, the Mississippi
Public Employees Retirement System may assess a penalty per occurrence payable by
the district for naot fiting PERS From 4B within five days of re-employment of the service
retiree.

Recommendation

We recommend that the district implement procedures to ensure that the district files
PERS Form 4B “Certification/Acknowledgement of Re-employment of Retiree” for all
retirees rehired by the school district within five days from the date of employment of the
refiree.

School District's Response

The District will identify ail rehires at the beginning of each school year and create a form
packet that will be filled out before beginning to work. The forms will be sent to PERS in
a timely fashion to ensure compliance will all pertinent regulations.

“Notice of Tax increase” Should Be Properly Published to Request Additional Ad Valorem
Tax Effort

Finding

Section 27-38-207, Miss. Code Ann. {1972), requires that the Mississippi Public School
Districts publish a notice of tax increase if the district requests an increase in ad valorem
tax from the local levying authorities. The statute is very specific about the wording of
this notice. Per our review of the notice for tax increase we noted that the notice was
published with a title of “Natice of Public Hearing” instead of “Notice of Tax Increase”.
Due to this district not properly advertising, the district was not allowed under Sections
37-57-105 and 37-57-107, Miss. Code Ann. (1972), to request and collect any increase in
ad valorem taxes other than new property assessments. Due to a significant increase in
new property the District did not incur an ad valorem escrow based on this oversight.

Recommendation

We recommend that the district comply with Sections 27-39-207; 37-57-105 and 37-57-
107, Miss. Code Ann. (1872}, which requires the district publish a notice of tax increase
with very specific wording if the district requests an increase in ad valorem tax from the
lacal levying authorities.

School District's Response

The District will make sure the wording in the advertisement reads “Notice of Tax
Increase.”

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

The Qktibbeha County Schoo! District's responses to the findings included in this report were not
audited and, accordingly, we express no opinion on them,
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This report is intended solely for the information and use of the school board and management,
entities with accreditation overview, and federal awarding agencies and pass-through entities and
is not intended {o be and should not be used by anyone other than these specified parties.
However, this report is a matter of public record and its distribution is not limited.

Watkins, Ward and Stafford, PLLC
Starkville, Mississippi
January 21, 2010
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OKTIBBEHA COUNTY SCHOOL DISTRICT

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
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OKTIBBEHA COUNTY SCHOOL DISTRICT

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

Sectlon 1: Summary of Auditor'e Reeults

Financial Statements:

1.
2.

3.

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

Internal control over financial reporting:

a. Material weakness(es) identified

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

Federal Awards;

4,

5.

10.

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

Intemal contral over major programs:

a. Material weakness{es) identitied?

b. Significant deficiency(ies) identilied that are not considered to be
material weaknesses?

Any audit finding(s) reported as required by Section___.510(a) of Circular
A-1337

Federal programs identified as major programs:
a, Child nutrition cluster
CFDA #10.553
CFDA #10.555
b. Title 1 grants to local educational agencies
CFDA #84.010
¢. Reading first state grants
CFDA #84.357

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

Auditee qualified as a low-risk auditee?

Prior fiscal year audit tindings and questioned cost relative to tederal awards
which would reguire the auditee to prepare a summary schedule of prior
audit findings as discussed in Section ____.315(b) of OMB Circular A-133?
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No

Yes

Yes

Unqualified

Yes

Yes
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OKTIBBEHA COUNTY SCHOOL DISTRICT

Schedule of Findings snd Questioned Costs
For the Yesr Ended June 30, 2008

Section 2: Financls| $tatemeni Findings
Significant Deficiencies Considered to Be Matenal Weaknesses

he District Should Prepare GASB Financial Statement in a4 Timely Manner

2008-1 Finding

A critical aspect of effective financial management is the maintenance of accurate and
timely accounting records and reports. Management is responsible for ensuring that
financial statements are prepared on a timely basis subsequent to the June 30 fiscal year
end. Timely financial information enables more efficient audits. In order to audit the
financial statements, the financial statements must be available to the auditor so that they
can be verified for the audit assertions which include existence of occurrence,
completeness, rights and obligations, valuation or allocation, and presentation and
disclosure.

For the June 30, 2008 fiscal year end no financial statements were completed by
managerment,

Praper internal controls were not in place to ensure that financial statements were
compiled in a timely manner.

Recommendation

We recommend that the district ensure that the financial statements are preparad within a
reasonable period of time following the June 30 fiscal year end.

Controls Surrounding Reporting of Capital Assets Should Be Strengthened
2008-2 Finding

A critical aspect of effective financial management is the maintenance of accurate
accounting records following generally accepted accounting principles.

The school district did not properly record the disposition of cepital assets during the
fiscal year. The district approved for disposition several buses and other capital assets
during the year that were not deleted from the capital asset inventory. This oversight
caused Mobile Equipment and Furniture and Equipment to be overstated by $100,521
and $13,842, respectively and related Accumulated Depreciation on the classifications to
be overstated by $90,460 and $12,737, respectively. An audit adjustment was proposed
and approved by management to properly record Mobile Equipment, Furniture and
Equipment and related Accumulated Depreciation.

Generally accepted accounting principles were not followed in recording the capital
assets and accumulated dapreciation.

Becommendation

We recommend that the district record the deletion of capital assets timely and properly.
This will allow the actual value of capital assets to be reported.
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OKTIBBEHA COUNTY SCHOOL DISTRICT

Schedule of Findings and Queetlonad Costs
For the Year Ended June 30, 2008

Bank Accounts Shouid Be Reconciled on a Monthly Basis
2008-3 Finding

A critical aspect of effective financial management is the maintenance of accurate
accounting records following generally accepted accounting principles.

During our testing of cash we noted that the district was not reconciling the accounts
payable clearing account on a monthly basis. Per our review of the June 30, 2008 bank
reconciliation we noted several checks listed as outstanding which had actually cleared
the bank in previous months. We had to assist the client in reconciling this account which
resulted in an audit adjustment increasing cash in the accounts payable clearing account
by $24,409. An audit adjustment was proposed and approved by management to
properly record cash in the accounts payable clearing fund.

Recommendation

We recommend the district reconcile all bank accounts on a monthly basis to ensure that
generally accepted accounting principles are tollowed.

Controls Over Reporting Year End Accruals Should Be Strenglhene

2008-4 Finding
A critical aspect of effective financial management is the implementation of adequate
procedures to ensure that all material accruals at fiscal year end are recorded and
reported on the financial statements.
During our search for unrecorded liabilities we noted that a coniractor payment of
$103,236 on the energy efficiency project should have accrued on the ysar end financial
statements. An audit adjustment was proposed and approved by management to record
this liability.
This condition was caused by the fact that this liability was paid in an account other than

the accounts payable clearing account and was not approved with the normal processing
of the claims docket.

Recommendation

We recommend the district review subsequent disbursements after June 30 of each fiscal
year to ensure that all accruals are recorded on the financial statements.
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OKTIBBEHA COUNTY SCHOOL DISTRICT

Schedule of Findings and Questioned Costa
For the Year Ended June 30, 2008

Significant Deficiencies Not Considered to Be Material Weaknesses

ntrols Over Activity Fund Receipts Should B rengthened

2008-5 Finging

Management is responsible for ensuring that all revenue earned is correctly recorded and
deposited in order to safeguard the assets of the district,

The school district has in place a procedure which utilizes a Schoel Event Receipt Form
that requires the ticket seller to record the range of pre-numbered tickets sold times the
price per ticket to account for the cash received for ticket sales. While reviewing activity
fund revenues for the school year we noted the following weaknesses:

» The principal at East Oktibbeha High School had not signed off on tour of the
school event receipt forms testad.

» The principal at West Oktibbeha High School had not signed off on one of the
schoo! event receipt forms tested.

» Deposits were not made in a timely manner at West Oktibbeha High School.
West Oktibbeha High School was totaling receipts information by functional
category and not breaking out receipt information by individual receipt on the
monthly transmittal report submitted to the central office.

These weaknesses occurred due to inadequate intemal controls surrounding the
collection and deposit of receipts which could result in the loss of assets and improper
revenue recognition.

Recommendation

We recommend that the district implement policies and procedures to ensure that assets
are adeguately safeguarded and revenus is properly recognized and recorded.

ontrols Over General Dishursements Should be Strengthens
2008-6 Finding

Management is responsible for ensuring internal control procedures are in place to
ensure that disbursements are properly authorized.

During our testing of general disbursements we noted the following deficiencies:

*» We noted seven instances where a disbursement was not approved by the board
prior {0 payment.

*» We noted one instance where a purchase order was prepared after the goods or
services were ordered.

* We noted that exceptions on Fuelman gas purchase cards are not being
reconciled on a timely basis.

Recommendation

We recommend the district implement policies and procedures to ensure all
disbursements are properly authorized prior to goods or services being ordered and
applicable disbursement made.
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Controls Over Appraoval of Substitute Employees Should Be Strengthened
2008-7 Finding

Management is responsible for ensuring that all payroll expenditures made by the district
are properly authorized and adequately documented.

During our testing of payroll disbursements we noted that the district hired and paid two
substitute employess whose approval for hire could not be located in the board minutes.

All personnel should be approved by the board and this approval should be documented
in the board minutes on an annual basis.

Recommendation

We recommend that all school district personnel be approved by the board and this
approval be documented in the minutes of the schoa! board meetings.

Section 3: Federsl Award Findings estioned Costs

Significant Deficiency Considered to Be a Material Weakness

Internal Controls Surrounding Child Nutrition Reporting Should Be Strenghtened
2008-8 Finding

Program: Child Nutrition Cluster, Passed-through the Mississippi Department of
Education CFDA #s 10.5653 and 10.555

Compliance requirement: Reporting

Management is responsible for complying with the requirements of the Mississippi
Department of Education Child Nutrition Clusters Policy and Procedures Manual, which
states that all meals must be served to eligible children and must be supported by
accurate meal counts and records indicating the number of meals sold.

During our tests of the Child Nutrition Cluster, we noted the district’'s roster was not up to
date and they were using the 2006-2007 roster for the 2007-2008 school year.

Improper internal controls resulied in the district not reporting student rosters accurately.
Requiring more than one staff member to review the rosters, reduces the risk of fraud
and errors occurring and not being detected within a timely pericd. Improper internal

controls concerning the Child Nutrition Cluster could result in questioned eligibifity by the
Department of Agriculture Food and Nutrition Service.

Recommendation

We racommend that the district implement stronger internal conirols to ensure that all
rosters are updated and accurately report the students currently at the district.
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ianificant Deficiencies Not Considered To Be Materjal Weaknesses
Monthly Claims for Reimbursement uld Be Submitted by the 10™ of the Following Month
2008-9 Finding

Program: Chiid Nutrition Cluster, Passed-through the Mississippi Department of
Education CFDA #s 10.553 and 10.555

Compliance reguirement: Reporting

The district is not required to submit any reports directly to the federal government.
However, there are reporis filed with the Mississippi Department of Education prior to
reimbursement of program expenditures. These submissions are due 1o the Mississippi
Department of Education by the 10™ of the following month.

During our tests of the Child Nutrition Cluster Program, we noted that the district
submitted five out of the ten claims late or after the 10™ of the month.

Improper intermal controls resufted in the monthly submissions being filed late.
Inadequate controls could result in the district forteiting its reimbursement.

Recommendation

We recommend that the district ensure its monthly claims reports are submitted to the
Mississippi Department of Education by the required deadline on all future submissions.

Daily Food Sales Should Be Deposited Timel
2008-10 Finding

Program: Child Nutrition Cluster, Passed-through the Mississippi Department of
Education CFDA #s 10.553 and 10.555

Compliance requirement: Pragram Income

Management is responsible for ensuring that all revenue is correctly earned, recorded
and deposited in order to saleguard the assets of the district. Strong internal controls
raguire deposits to be mede on a timely basis.

During our tests of daily food sales, we noted one instance at where a deposit was not
made on a timely basis at West Oktibbeha Elementary School. Also the daily cash
collection/recap sheet could not be located for the instance where a deposit was not
made on a timely basis.

This weakness occurred because of a [ack of internal cantrols related to the receipt of
daily food sales revenue.

Inadequate internal controls related {o revenue collaction could result in loss of assets
and improper révenue recognition.
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Recommendation

We recommend that the district implement procedures to ensure that all deposits are
made timely, receipt books are reconciled to the deposits, and revenue is properly
recognized and recorded.
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= James R. Covington, Jr.
Superintendent of Education

-
Oktibbeha County School District (5300)
- Schedule of Finding and Questioned Costs
-
2008-1 Finding
-

The District Should Prepare GASB Financial Statements in a Timely Manner

=  Proper internal controls have been instituted to insure financial statements are completed timely. Financial
statements will be prepared in a reasonable period of tiine after the close of the fiscal year.

2008-2 Finding

- Controls Surrounding Reporting of Capital Assets Should be Strengthened

*=  Controls have been put in place to ensure proper recording and deletions of fixed assets, Staff has been
reassigned to mnake sure adequate attention is paid to all aspects of Capital Assets.

-
2008-3 Finding
Bank Accounts_Should be Reconciled on a Monthly Basis
-
Measures are in place to ensure that bank accounts are reconciled on a monthly basis. Staff has been reassigned
™ to put in place the necessary controls to make sure all accounts are reconciled timely.
=

2008-4 Finding

- Controls OQver Reporting Year End Accruals should be Strengthened

The district will review subsequent disbursements after June 30 to ascertain that all accruals for the fiscal year
are properly recorded.



2008-5
Controls Over Activity Funds Receipts Should Be Strengthened

Intemal controls have been established to ensure that assets are adequately safeguarded. Deposits are made
daily, school event forms are signed by principal, individual receipts are broken down on the transmittal rather
than by function. Transmittals are checked against the actual deposit made by the Business Manager.

2008-6 Finding

ontrols Over_General Disbursement Should be Strengthened
The Superintendent is allowed to approve up to $50,000.00 between board meetings and Disbursements are
included in the next docket presented to the Board for approval. Measures are in place to ensure that all
transactions are approved by the board.

It is not the common practice of the District to purchase without a purchase order. There have been emergency
situations in Transportation and Physical Plant. We have instituted measures to ensure compliance.

Measures are now in place to ensure that fuel purchases are tracked on a timely basis.
Fuelman gas cards are being reconciled monthly.

2008-7
Controls Over Approval of Substitute Emplovees Should Be Strengthened

Controls have been put in place to ensure all substitute personnel be approved by the Board. Substitutes are
approved at the beginning of each school term. And also, as new staff is hired. They are approved and recorded
in the minutes of the Board.

“To inspire excellence . . . in every child, every day”



Internal Controls Surrounding Child Nutrition

2008-8
Response -

2008-9
Responsc:

2008-10

Response:

Re: 2006—07 Rosters for the 2007-08 school year.

A monthly roster match is verified between the school secretary and the food service
bookkeeper. A master roster is then printed and sent to the cafeteria. The schools are now
computerized; therefore, newly emrolled students, withdrawn students, or status changes are
cntered at the central office level. The information will be reflected on the schools’ computer at
the next log in. Meal counts are no longer done by hand; the tabulations are done by the
computer which eliminates any inconsistencies in method of tabulation or any simple arithmetic
€rTors.

Re: Submission of monthly claims by the 10™ of each month

All reports from the school sites will be turned in to the central office each by the 5™ of each
month., And all other reports will be turned in prior to our submission deadline. Monthly claims
for reimnbursements will be completed by the 10" of the following month.

Re:  Timely Deposit
To ensure daily deposits, we have designated two employees to inake deposits. The daily

collections and recap sheets are checked in the central office on a weekly basis to make sure
deposits are being made daily.

“To inspire excellence . . . in every child, every day”



January 21, 2010

Financial and Compliance Audit Division

As required by Section .315(b} of OMB Circular A-133, the Oktibbeha County School
District has prepared and hereby submits the following summary schedule of prior audit findings
as of June 30, 2008:

Finding Status

07-01 Not Corrected

07-02 Corrected

07-03 Corrected
Sincerely,

James R. Covington, Jr.
Superintendent



