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Members of the School Board
Pearl Public School District

Dear Board Members:

[ am pleased to submit to you the 2008 financial and compliance audit rcport for the Pearl Public School District.
This audit was pecformed pursuaat to Section 7-7-21 (e}, Mississippi Code Ann, (1972). The audit was performed in
accordance with auditing standards generally accepted in the United States of America and the srandards applicable to
financial audits contained in Government Auditing Standards issued by the Comptroller General of the United States.

I appreciate the cooperation and courtesy extended by the Superintendent and other employees of Pearl Public
School District throughour the audit. Thank you for working o move Mississippi forward by servirg as a board member
for the Pearl Public School District, If I or this office can be of any further assistance, please contact me or Tomny
Vickers of my staff at (601) 576-2666.

Respecriully submitted,

Stacey E. Pickering
State Auditor
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STATE OF MISSISSIPPI

OFFICE OF THE STATE AUDITOR

STACEY E, PICKERING
AUDITOR

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

Superintendent and School Board
Pearl Public School District

We have audited the accompanying financial statements of the povernmental activities, each major fund, and the
aggregate remaining fund information of the Pearl Public School District as of and for the year ended June 30, 2008, which
collectively comprise the Pearl Public School District’s basic financial statements as listed in the table of contents, These
financial statements are the responsibility of the Pearl Public 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 Ameriea
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 exanining, 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.

[n our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the governunental activities, each major fund, and the aggregate remaining fund information of the Pearl
Publie 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 Government Auditing Standards, we have also issued our report dated August 20, 2010, on our
consideration of the Pear! Public School District's intermal eontrol over financial reporting and our tests of its compliance with
certain provisions of laws, regulations, contracts and grant agreewmnents 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 results of that testing, and
not to provide an opinion on the internal control over financial reporting or on compliance. That report is an integral part of
an audit performed in accordance with Government Auditing Standards and should be considered in assessing the resules of
our audit.

The Management's Discussion and Analysis on pages 7 through 13 and the Budgetary Comparison Schedule and
corresponding notes on pages 45 and 46 are not a required part of the basic financial statements but are supplemental
intormation required by the Governnental 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
supplemental information. However, we did not audir the information and express no opinion on it.
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Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise
the Pearl Public School District's basic financial statements. The accompanying Schedule of Expenditures of Federal Awards
is presented for purposes of additional analysis as required by U.S. Office of Management and Budget Circular A-133, Audirs
aof States, Local Govermments, and Non-Profit Organizations, and is not a required part of the basic financial statements. In
addition, the Schedule of [nstructional, 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, {n 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 Govemmental 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 ir.

WILLIAM R. DOSS, CPA
Director, Financial and Compliance Audit Division

August 20, 2010
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PEARL PUBLIC SCHOOL DISTRICT
MANAGEMENT'S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JUNE 30, 2008

The discussion and analysis of Pearl Public School District’s linancial performance provides an overall narrative review of
the Schuol Dristrict’s financial activities for the year ended June 30, 2008. The intent of this discussion and analysis is to look
al the School District’s performance as a whole; readers should also review the notes (o the basic financial statements and the
financial statements to enhance their undersianding of the School District’s financial performance. Information contained in
this section is qualified by the more detailzd information contained elsewhere in this District’s linancial statements, notes to
financial statements and any accompanying materiais. 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 assefs for 2008 increased $1,583,753, including a prior period adjusiment of (3272,756), which represenis
a 7.77% increase from fiscal year 2007. Total nel assets for 2007 increased $1,324,544, which represenis a 7.00%
increase from fiscal year 2006.

s  General revenues amounted 1o 527,473,868 and 325,946,175, or 83.31% and 83.58% of all revenues for MNscal years
2008 and 2007, respectively. Program specilic revenues in the form of charges for services and grants and
contributions accounted for $5,502,729, or 16.69% of total revenues for 2008, and $5,095,601, or 16.42 % of tolal
revenuas for 2007,

«  The District had $31,120,088 and $29,580,303 in expenses for fiscal years 2008 and 2807; only $5,502,729 for 2008
and $5,095,601 for 2087 of these expenses was offset by program specific charges for services, grants and
contributions, General revenues of $27.473,868 for 2008 and $25,946,175 for 2007 were adequate to provide for
these programs.

e Among major funds, the General Fund had $26.730,132 in revenues and $24,942,536 in expenditures for 2008, and
$24,640,295 in revenues and $23,172,442 in expenditures in 2007. The General Fund’s fund balance increased by
$4,264,77! from 2007 10 2008, and increased by $275,104 from 2006 to 2007.

+  (Capital assets, net of accumulated depreciation, decrcased by $649,032 for 2008 and increased by $413,020 for
2007. The dccrease for 2008 was due to the disposal of two buses, as well as the increase in accumulated
depreciation.

+ Long-terin debt decreased by $1,286,817 for 2008 and decrcased by $1,212,040 for 2007, This decrease was duc to
the principal payments on outstanding long-term debt. The liability for compensatcd absences decreased by $19,066
for 2008 and decreased by $12,0335 for 2007.

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis is intended to serve as an introduction te the District’s basic financial statements. The Disirict’s
basic financial statements comprise three components: 1} government-wide financial slalements, 2) fund financial statements,
and 3) notcs to the financial statements. This report also contains other supplemental information in additicn to the basic
financial stalements themselves.

Governmenl-wide Financial Statements. The government-wide financial statemenis are designed to provide readers with a
broad overview of the District's finances, in a manner similar to a privaie-sector business. These statements are prepared
using the accrual basis of accounting and include all assets and liabilities,

The stalemenl of net assets presents information on all the District’s assets and liabilities, with the difference between the wo
reported as net assets. Over time, incrcascs or decreases in nel assets may serve as a useful indicator of whether the financial
position of the Distriet is improving or detericrating.



PEARL PUBLIC SCHOOL DISTRICT
MANAGEMENT 'S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDLD JUNE 30, 2008

The stalement of activities presents information showing how the District’s net assets changed during the most recent fiscal
year. All changcs in nel assets are reported as soon as the underlying event giving rise 1o the change occurs, regardiess of the
timing of relaled 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 intergovernmental revenucs {governmental activities}). The governmental activities of the District include instructien,
support services, non-instructional -and interest on long-lerm liabilities.

Fund Financial Statements. A fund is a grouping of related accounts thal is used to maintain control over resources that
have been segregated for specific activities or objectives. The District uses fund accountiug 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 arce used 1o account for essentially the same functions reported as
governmental activities in the governmenl-wide financial statements. However, unlike the government-wide
financial statements, governmental fund finaneial statements focus on current spendable resources, as well as on
balanees of spendable resources available at the end of the fiscal year. Such information may be useful in evaluating
the District's current financing requirements. Governmenlal Funds are reported using modified accrual accounting.
This method of accounting measures cash and other assets that can be easily eonverled 1o cash. The Governmental
Funds Statements provide a detailed short-term view of the School District’s operations.

Because Lhe focus of governmental funds is narrower than that of the government-wide financial statements, it is
uscful to commpare the information presented [or governmental funds with similar information presented for
governmental aclivities in the government-wide financial statements. By doing so, readers may better understand the
long-term impacl of the District's current financing decisions. The governmental fund’s balance sheet is reconciled
to the slalement of net assels, and the governmeutal fund’s statement of revenues, expenditures, and changes in fund
balances is reconciled 1o the statement of activities to facilitate this comparison between governmental funds and
governmenlal activities.

The District maintains individual governmental funds in accordance with the Financial Accounting Manual for
Mississippt Public School Districts. Information is presented separately in the governmental fund’s balanee sheet
and in the governmental fund's statement of revenues, expenditures, and changes in fund balances for afl major
funds. All other non-major funds are combined and prescnied in (hese 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 aot reflected in the government-wide financial slatements because resources of those
funds are nol available Lo support the District’s own programs. The accrual basis of accounting is used for fiduciary
funds. The school district is responsible for ensuring that the assets reported in these funds are used for their
intended purpose.

Notes to the lnancial statements. The notes provide additional information that is essential 1o a full understanding
of the data provided in the government-wide and fund financial sialements. The notes to the financial stalements can
be found immediately following the basic financial statements.

Other informatien. [n addition 1o the basic financial staternents and accompanying notes, this report also presents
certain required supplemental information coneerning the District’s budget process.

The District adopts an annual operating budget for all governmental funds. A budgetary comparison schedule has
heen provided for the General Fund.

Addilionally. a schedule of expenditures of federal awards as required by OMB Circular A-133 and a schedule of
instructional, administrative and other expenditures for governmental funds can be found in this report.



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

Also, included in the other supplemental information section are the Statement of Revenues, Expenditures and
Changes in Fund Balances, General Fund, Last Fonr Years and the Statement of Revenues, Expendirures and
Changes in Fund Balances, All Governrmental Funds, Last Fonr Years,

GOVERNMENT-WIDE FINANCIAL ANALYSIS

Net assets. Net assets may serve over time as a useful indicator of a government’s financial position. In the case of the
District, assets exceeded liabilities by $21,972,336 as of June 30, 2008.

The Disirict’s financial position is a product of several financial ransactions 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 | presents a summary of the District’s net assets at June 30, 2008 and June 30, 2007.

Table 1
Condensed Statement of Net Assets

Percentage
June 30, 2008 June 30, 2007 Change
Current assels % 10,698,109 12,514,237 (14.51) %
Resrricted assets 643,881 389,086 65.49 %
Capilal assets, net 28.797.173 29,446,205 (2.20) %
Total assets 40,139,163 42,549 528 (3.22) %
Current liabilities 453,213 2,960,516 (84.69) %
Long-term debl oulstanding 17,713,612 19,000,429 677 %
Total liabilities 18,166,827 21,960,945 (17.28) %
Net assets:
[nvested in capital assets, net of
related debt 11,242.292 10,623,573 3.82 %
Restricled 1,154,480 6,601,730 (82.51) %
Unrestrieted 9.575.564 3,163,260 202,71 %
Total Net Assets $ 21,972,336 20,388,583 177 %

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

s Decrease in net capital assets in the amount of $649,032.
»  The principal retirement of $1,267,751 of long-term debt.

Changes in net assets. The District’s total revenues for the fiscal years ended June 30, 2008 and June 30, 2007 were
$32,976,597 and 831,041,776, respectively. The total cost of all programs and services was $31,120,088 for 2008 and
$29,580,303 for 2007. Table 2 presents a summary of the changes in net assets for the fiscal years ended fune 34, 2008 and
June 34, 2007,



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

Table 2
Changes in Net Assets

Year Ended

Year Ended

Pereentage

June 30, 2008 June 30, 2007 Change
Revenues:

Program revenucs:
Charges for scrvices 1,541,336 1,503,227 254 %
Operating grants and contributions 3,961,393 3,474,288 14.02 %
Capital Grants and Contributious - 118,086 (100.00) %

General revenues:
Property taxes 9,433,180 9,428,746 0.05 %
Grants and contributions not restricted 17,105,812 15.376,876 1124 %
Investment earnings 518,609 459,463 12.87 %
Sixteenth secrion sources 270,489 353,057 (23.38) %
Olher 145,778 328,053 (55.56) %
Total Revenues 32,976,597 31,041,776 6.23 %

Expcnses;

Instruciion 18,951,342 16,343,049 1596 %
Support services 9,474 268 9,094,017 418 %
Non-instructional 1,998 851 3,469,791 {42.39) %
Sixteenth section - 110 (100.00) %
Interest on long-term liabilitics 695,627 673,336 331 %
Total Expenses 31,120,088 29,580,303 521 %
[ncrense (Decrease) in net assets 1,856,509 1,461,473 27.03 %
Net Assets, July 1 20,388,583 19,064,039 6.95 %
Prior Period Adjustments {272,756) {136,929 (99.20) %
Net Assets Restated, July | 20,115,827 18,927,110 6.28 %
Net Assets, June 30 21,972,336 20,388,583 1.77 %

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 functional
activity’s net cost (total cost less charges for services generated by the activities and intergovernmenral 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.

LO



PEARL PUBLIC SCHOOL DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JUNE 30, 20038

Table 3
Net Cost of Governmental Activities

Total Expenses Percentage

2008 2007 Change
Insiruction g 13,951.342 16,343,049 15.96 %
Supporl services 9.474.268 9,094,017 418 %
Non-instructional 1,998,851 3,469,791 (42,391 %
Sixteenth section o {100.00} %
Interest un long-ierm liabilities 693,627 673,336 331 %
Total Expenses b 31,120,088 29,580,303 521 %

Ner {Expense) Revenue Perventage

2008 2007 Change
Instruction ¥ (13.866,632) {13,312,233) {19.19} %
Support services (8,743.384) (8,735.462) 0.09) %
Non-instructional (311.696) (1,763.561) 82.33 %
Sixteenth section - (1o 100.00 %
Interest on long-term debt (693,627) (673.336) (330 %
Total Net (Expense} Revenue $ (25,617,359} (24,484.702) {4.63) %

¢ Netcost of governmental activities, ($23,617,359 and $24,484,702) was financed by general revenue, which is
made up of primarily property taxes of (9,433,180 for 2008 and $9,428,746 for 2007) and state and federal
revenues of ($17,105,812 for 2008 and $13,376,876 for 2007). In addition, there was $270,489 and $353,037 in
Sixteenth Section sources for 2008 and 2007, respectively.

. Investment earnings amounted to $518,609 for 2008 and $459,463 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 governmental funds is to provide information on current inflows, outflows
and balances of spendable resourees. Such information is useful in assessing 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.

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 $11,096,603, an increase o[ $874,308, which includes the
prior period adjustment of (257,320) and the decrease in inventory of $3,179. 38,283,685 or 74.67% of the fund balance
represents unreserved and undesignated fund balance, which is available for spending at the District’s discretion. The
rermaining fund balance of $2,810,920 or 25.33% is reserved or designated to indicate that it is not available for spending
because it has already been committed.

Il



PEARL PUBLIC SCHOQL DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JUNE 30, 2008

The General Fund is the pringipal operating fund of the District. The increase in fund balance in the General Fund for the
fiscal year was $4,264 771. The fund balance of Qther Governmental Funds showed a decrease in the amount of $1,067,633,
which includes a prior period adjustment of (8257,320) and decrease in reserve for inventory of $3,179. The other increase
{decrease) in the fuud balances for the other major funds were as follows:

Major Fund Increase (Deerease)

Building Improvement Fund $ (882,474)

Lease Purchase Fund $ (1,440,354)
BUDGETARY HIGHLIGHTS

During the year, the District revised the annual operating budget. Budget revisions were made to address and correct the
onginal budgets to reflect more accurately the sources and uses of funding for the School District.

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

CAPITAL ASSETS AND DEBT ADMINISTRATION

Capital Assets. As of June 30, 2008, the Distrnict’s toral capital assets were $41,473,803, including land, buildings,
improvements other than buildings, buses, other school vehicles and furniture and equipment. This amount represents an
increase of $228,451 from 2007. Total aecumulated depreciation as of June 30, 2008, was $12,676,630, and total
depreciation expense for the year was $977 830, resulting in total net eapital assets of $28,797,173.

Table 4
Capital Assets

Capital Assets, Nel of Depreciation Pereentage
June 30, 2008 June 30, 2007 Change
Land S 134,110 134,110 -
Construetion in Progress 34,776 -
Buildings 25,142,365 27,104,865 (7.24) %
Building improvements - 54,613 -
[mprovemenis other than buildings 500,379 1,116,598 (33.19) %
Mobile equipment 313,624 734,481 10.82 %
Furniture and equipment 205,602 301,336 (1.87} %
Leased property under capital leases 1.856,017 - {100.00) %
Total 3 28,797,173 29,446,203 (2.20) %

Debt Administration. At June 30, 2008, the District had $17,713,612 in outstanding long-term debt, of which $1,362,740 is
due within cne year. In addition, the liability for compensated absences decreased from the prior year.

The Disirict maintains an AA bond rating.
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MANAGEMENT'S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JUNE 30, 2008

Table 5
Quistanding Long-Term Debt

Outstanding Long-term Debt Percentage
June 30, 2008 June 30, 2007 Change
General obligation bonds payable s 13,485,000 14,260,000 (3.43) %
Limited obligation bonds payable L,015,000 1,160,000 (12.50) %
Obligations under capital leases _ 3,054,881 3,402,632 (10.22) %
Compensated absences payable 158,731 177,797 {10.72) %
Total $ 17,713,612 19,000,429 (6.77) %

Additional information on the District’s long-term debt can be found in the notes included in this report.

CURRENT ISSUES

The Pearl Public School District is finaneially stable. The District is proud of ils comtnunity suppoert of the public schools.
The District has committed itself to financial excellence for many years. The District’s system of financial planning,
budgeting and inrernal financial controls is well regarded. The District plans to continue its sound fiscal management to meet
the challenges of the future.

The District actively pursues grant funding to supplement the local, state and federal revenues.

Enrollment for the 2007-2008 year decreased by 4.04% to 3,614 students.

CONTACTING THE DISTRICT'S FINANCIAL MANAGEMENT

(£ you have questions about this report, contact the Superintendent’s Office of the Pearl Public School District, P. O.
Box 5750, Pearl, MS 39208.
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PEARL PUBLIC SCHOOLU DISTRICT
Statement of Net Asscts
June 30, 2008

Asgsets
Cash and cash cquivalents
Due from other governinents
Other receivables, net
Inventories
Restricted assels
Capital assels, non-depreciable:
Land
Coustruction in progress
Capital assets, net of accumulated
depreciation:
Buildings
Improvements other than buildings
Mobile equipment
Fumiture and equipment
Leased property under capital leases
Total Assers
Liabilities
Accounts payable and accrued liabilitics
Uneamed revenue
Interest payahle on long-term liabilities
Long-term liabilities, due within one year
Capiral related liabilities
Long-term liabilities, due beyond one year
Capilal related liabilities
Non-capital related liabilities

Total Liabilities

Net Asscts
Invested in capital asscts, net of related debt
Resrricted net assets:
Expendable:
School-based activities
Debt service
Capital improverneats
Forcstry improvenents
Unemployment benetits
Non-expendable:
Sixteenth section
Unrestricted

Total Net Assets

The notes to the financial statements are an integral part of this statement,
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Exhibit A

Govermmental
Activities

9,894,751
539907
237,391

25,860
641,881

134,110
54,776

25,142,365
500,379
813924
295,602

1,856,017

40,139,163

134,731
60,604
207,830

1,362,740

16,192,141
158,731

15,166,827

11,242,292

296,395
130,810
54776
39,321
184,444

448,234
9,575,564

21,972,336




PEARL PURLIC 5CIIOOL DISTRICT
Statement of Acuvilies
For the Year Ended June 30, 2008

Program Revenues

Exliibit A

Mel (Lxpense)
Revenue and
Changes 1n Nat Assets

Operaling Capual
Charges lor Grants and Girants and Governmental
Functionw Progranis Expenses Services Contnbutions Contnbulions Activilies
Governmental Acivities,
Insiructan 18,551,342 934295 2130397 {13 8660352}
Supporl serviees 9474368 730,884 (8.743.384)
Non—mstrucuonal 1,998 831 607043 1.080.112 {311.696)
Interzst on long-ternt liabiliies 695,627 {693.627)
Total Governmental Aclivines JLI20.088 L5341 338 3961353 (25.617.339)

The noles 1o the tinancial slalements are an integral part of tis stalement
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General Revenues.

Taxes
General purpose levies
Debt purpose levies
Unrestricted granis and contrbutions,
State
Federal
Unresiricted investment samings
Sixteenth aeclion sources
Other

Total Generad Revenues

Change 1n Net Assets

Net Assits - Beginming

Prior Penod Adjustments
Nel Assets - Beginming - Restated

Net Assets - Ending

Wi

8.082.367
1.350.813

17.047917
37893
318.608
M489
143778

27471868

1,836,308

20.388.583
{272.756)

20113827




PEARLPUBLIC SCHOOL DISTRICT
Balunge Sheet - Governmenital Funds
June 30. 2008

ASSETS

Cash and cash equivalents
Inveslinents

Due (rom olher governments
Other receivables, nel

Due from other tunds
Inventorics

Tolal Assets

LIABILITIES AND FUND BALANCES

Liabilties:

Accounts payable and accrued liabilities

Due o other funds
Uneamed revenue

Total Liabtlilies

Fund Balances:
Reserved for
[nventory
Capital projects
Debt service
Unemployiment benelits
Forestry improvement purposes
Pennanent fund purposes
Unreserved:
Designated for, reported in:
Capital Projects Funds
Undesignated, reported in:
General Fund
Special Revenue Funds

Toral Fuud Balances

Total Liabilitics 2ud Fund Balances

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

Exhibit C
Major Funds
Building Lease Other Tolal
Cieneral Improvernent Purchase Govermmental Governmental
Fund Fund Fund Funds Funds

) 7,562,336 1,720,451 14,090 1,046,108 10,342,983
195,647 195,647

160,937 178,313 339,250

236,590 1,001 237,591

11,285 422 11,707

25,860 25,360

3 8,171,148 1,720,431 14,090 1,447,351 11,133,040
s 156,372 2923 14,080 11,394 184,781
126 10,924 1,050

0,604 60.604

136,498 2.925 14,090 82,922 235,435

25,860 25,860

4,023 30,751 34,776

338,640 138,640

184,444 184,444

39321 39,321

443,234 448,234

1,713,501 6,144 1,719,645

8,014,650 3,014,650
271,035 271,035

8.014.650 1,717.326 0 1,364,429 11,096,603
1,720,431 14,050 1.447.351 11,333,040

S 8,171,148




PEARL PUBLIC SCHOOL DISTRICT Exhibit C-1
Reconciliation of Governmental Funds Balance Sheet 1o the Statement of Net Assels

June 30, 2008

Amount

Total Fund Balance - Governmental Funds % 11,096,603
Amounts reported for governmental activities in the Statement of Net Assets are
different because:
1. Capital assets are used in governmental activilies and are ot tinaneial

resources and therefore are not reported in the funds, net of

accumulated depreciation of $12,676,630. 28,797,173
2. Long-term liabilities are not due and pavable in the current period and .

therefore are not reported in the funds. (17.713,612)
3. Governmental funds recognize interest on long-term debt when it beeomes

due, however the Statement of Net Assets recognizes interest as it accrues, (207,830}
Total Net Assets - Governmental Activilies s 21,972,336

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



PEARL PUBLIC SCHOOL DISTRICT

Salement of Revenues, Expenditures and Chaoges in Fund Balauces

Govemnmental Funds
For Lhe Year Ended June 30, 2008

Revenuces:
Local sources
Slate sources
Federal sources
Sixteenth seclion sources
Total Revenues

Expenditures:
lustruction
Support services

Noninstructional setvices

Facililies acquisition and construction

Debt service:
Principal
Inlerest
Other

Tolal Expenditures

Excess { Deficiency) of Revenues

over Expenditures

Other Financing Sources (Lises):

Sale ol transporiation equipment

Operating ransfers in
Operaling transfers oul

Total Other Financing Sources {Uses)

Net Chanpe in Fund Balances

Fund Balances:
July L, 2007
Prior peniod adjustments
July 1, 2007, as resiared

Decrease in reserve for inventory

June 30, 2008

The notes 1o the linancial statements are an integral part ol this statement.

Major Funds

Exhibit D

Building Lease Other Tortal
General Improvement Purchase Governmental Covernmenlal
Fund Fund Fund Funds Funds
9,400,863 133 836 65,237 1,996,149 11,596,085
17,225,859 534079 17,759,928
103,310 1,203,357 3,307,267
313,307 313,307
26,730,132 133,836 63,237 6,047,392 12,976,597
15,860,468 2321727 18,182,195
8,386,859 376,164 833,826 9,396,849
227,144 1,737,412 1,964,356
4,025 50,751 54,776
347,751 520,000 1,267.751
120,314 652,023 172,357
4,150 4,130
24 942,536 4,025 176,164 6,519,889 31,842 5614
1,787,396 129.811 (310,927} (4724973 1133983
824 824
4,305,446 1,300,000 363,756 6,172,207
(1.830,093) (2,312,285} (1,129.427) (90(1.3953) (6,172,202)
2477175 (1,012,283} (1,129,427 {334,639) 824
4264771 {382.474) {1,440,3354) (B07,136) 1,134,807
3.749879 2,600,000 1,440,354 2,432,064 10,222,297
(257,320) (257,320)
3749879 1,600,000 1,440,354 2,174,144 9,964,977
{3,179) (J.179)
3.014,630 1,717,326 0 1,364,429 11,096,605
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PEARL PUBLIC SCHOOL DISTRICT Exhibit D-1
Reconciliation of the Governmental Funds Statement of Revenues,

Expenditures and Changes in Fund Balances to the Statement of Activities

For the Year Ended June 30, 2008

Amount

Net Change in Fund Balances - Governmental Funds 3 1,134,807

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

l. Governmental funds report eapital outlays as expenditures while governmental
aetivities report depreciation to allocate those expenditures over the life of the
assels. Capital assets purchased amounted to $344,194 and the depreeiation expense
amounted to $977,830. (633,636)

2. Payment of prineipal on long-term liabilities is reported as an expenditure in the
governmental funds, but the payment reduces long-team liabilities in the Statement
of Activilies. 1,267,751

(¥

Governmental funds reeognize interest on long-term debt when it becomes due,
however, the Statement of Activities reeognizes interest as it accrues regardless of
when it becomes due. 80,860

4, Gains and losses on the sale or disposals of assets are not reported in the
governmental funds, but are reported in the Statement of Aetivities, net of
proeeeds. (9,160)

5. Increase {decrease) in the inventory is reported as an adjustment to fund
balance in the governmental funds, bul noninstructional expenditures are
(increased) deereased in the Statement of Activities. (3,179)

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

available financial resources are not reported as expenditures in the governmental
funds:

Compensated absences 19,066

Change in Net Assers of Governmental Activities b 1,836,509

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



PEARL PUBLIC SCHOOL DISTRICT
Statement of Fiduciary Assets and Liabilities
June 30, 2008

Assets
Cash and cash equivalents
Due From other funds

Total Assets

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

Total Liabilities

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

[
Ll

Exhibit E

Agency
Funds

1,722,575
3,912

1,726,487

1,530,460
4,569
191,458

1,726,487




PEARL PUBLIC SCHOOL DISTRICT

(This page left blank intentionally.)



(L

PEARL PUBLIC SCHOOL DISTRICT

Notes to the Financial Statements
For the 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 governmental 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 an “other stand-alone government.” The school district is a related organization of, but not a
component unit of, the ¢city of Pearl since the goveming authority of the city selects a majority of the school
district's board but does not have financial accountability for the school districr.

For financial reportmg purposes, Pearl Public School District has included all funds and organizations.
The District has also considercd all potential component units for which it is financially accountable 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
Governmental Accounting Standards Board has set forth criteria w be considered in determining
financial accountability. These critedia include appointing a voling majority of an organization's
governing body and (1) the ability of the District to impose its will on that organization or (2) the
porential for the organization to provide specific benefits to or impose specific financial burdens on the
District.

Basis of Presentation,

Government-wide Financial Statements:

The Statement of Net Assets and the Statement of Activities report information on all of the non-fiduciary
activities of thie District, For the most part, the effect of interfund activity has been removed from these
statements. Govemmental activities, which normally are supported by tax and intergovernmental revenues,
are reported separately from busmess type activities, which rely (o a significant extent on fees and charges
for support.

The Statement of Net Assers presents the District’s non-fiduciary assets and liabilities, with the difference
reported as net assets. Net assets arc reported in three categories:

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

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

3. Unrestricted net assets consist of net assets not meetmg the definition of the two preceding
categonies. Unrestricted net assets often have ¢onstraints on resources imposed by management
whicl can be removed or modified.

The Staterment 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 speeific
function. Program revenues include 1) charges to customers or applicants who purchase, use, or directly
benefit from goods, services, or privileges provided by a given function and 2) grants, contributions and
interest restricted to meeting the operational or capital requirements of a particular function. Property tax
and other items not properly included among program revenues are reported instead as general revenues.
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PEARL PUBLIC SCHOOL DISTRICT

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

Fund Financial Statemenis.

Separate financial statements are provided for govenunental and fiduciary funds, even though the latter are
excluded from the government-wide financial statements. Major individual govermnmental funds are
reported in separate columns in the fund financial statements. All remaining govermunental 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 eontractual agreement to some other fund are accounted for
in this fund. From the fund are paid the general operating expenditures, including instructional,
support, and other costs.

Building Improvement Fund — This fund 1s used 1o account for financial resources for the
acquisition or construction of major capital faciliries.

Lease Purchase Fund — This fund is used to account for the financial resources of the lease
purchase.

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

The District’s fiductary funds include the following:

Accounts Payable Clearing Fund — This is the district’s clearing fund used to pay claims of the
district.

Payroll Clearing Fund — This is the district’s clearing fund used for payroll payments.

Club funds — These are the district’s funds 1o record receipts and disbursements for the district’s
clubs.

Additionally, the school district reports the following [und types:
GOVERNMENTAL FUND TYPES

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

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

Debt Service Funds - Debt Service Funds are nsed to account for the accumulation of resources for, and the
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.



PEARL PUBLIC SCHOOL DISTRICT

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

FIDUCIARY FUNDS

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

Measurement Focus and Basis of Aeeounting.

In the government-wide Statement of Net Assets and Statement of Activities, governmental aetivities are
presented using the eeonomie resourees measurement focus and the accrual basis of accounting, as are the
Fidueiary Fund finaneial statements. Revenues are reeorded when camed, and expenses are recorded when
a liability is ineurred or econcinic asset used, regardless of the timing of the related cash Hows, Grants and
similar items are reeognized as revenue as soon as all eligibility requirements imposed by the provider have
been met.

Govenunental fund financial statements are reported using the current finaneial resourees measurement
focus and the modified aecrual basis of accounting. Revenues are recognized as soon as they are both
measurable and available. Measurable imeans 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 incurrcd, as under accrual accounting. However, debt service
expenditures, as well as expenditures related 10 compensated absences and judgments, are recorded only
when payment is due.

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

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

Ad valorem property taxes are levied by the governing authority of the city on behalf of the school district
based npon 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 are actually collected by the tax levying autlority.

Capital asset acquisitions are reported as expenditures in governmental funds. Proceeds of general long-
tenn 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 unrestricted net assets available to finance the program. It is the District’s policy to first
apply cost-reimbursement grant resourees to such programs and then general revenues.

The effect of inter-fund 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.
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PEARL PUBLIC SCHOOL DISTRICT

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

Account Classifications.

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

Encumbrances.

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

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

Cash and cash equivalents.

The district’s eash and cash equivalents are considered to be cash on hand, demand deposits,
and short-term investinents 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 speeify how these depositories are to be selected.

[nvestments.

The school district can invest its excess funds, as permired by Section 29-3-113, Miss. Code
Ann. (1972), in interest-bearing deposits or other obligations of the types described in Seetion 27-
105-33, Miss. Code Aun. {1972), or in any other type investment in which any other agency,
instrumentality or subdivision of the Stale of Mississippi may invest, except that 100% of said
funds are authorized to be =0 invested.

For aecounting purposes, certificates of deposit are classified as investments 1f they have an
original maturity greater than three months when aequired.

Investments for the district are reported at fair market value.

2. Receivables and payables
Activity berween funds thar are representative of lending/borrowing arrangements outstanding at
the end of the fiscal year are referred to as either “due to/from other funds™ (i.e., the current
portion of inter-fund loans) or “advances [o/from other funds”(i.e. the non-current portion of inter-
fund 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 balance
reserve account in applicable governmental funds to indicate that they are not available for
appropriation and are not expendable available financial resources.

3. Due from Other Governments

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

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

Inveniories and Prepaid Iteins.

Donated commodities are received from the USDA and are valued at USDA cost. Other
inventories are valued at cost (calculated on the first-in, first-out basts). The costs 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 itewns are accounted for as expenditures in the period of acquisition,

Restricted Assets

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

Capital Assets.

Capital assets, which include property, plant, furniture and equipment, are reported in the
applicable governmental or business type activities colunws in the government-wide Statemnent of
Ner Assets. Capital assets are recorded at historical cost or estimated historical cost based on
appraisals or deflated current replacement cost. Donated eapital agsets are recorded at estimated
fair market value at the date of donation. The costs of nonnal 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 eost in excess of the thresholds in the
table below and estimated useful lives in excess of two years.

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

Depreciation is calculated on the straight-line basis for all assets, exeept land,

The following schedule derails the capitalization thresholds:

Capitalization Estinated

Policy Useful Life
Land 5 0 0
Buildings 30,000 40 years
Building improvements 25,000 20 years
[mprovements other than buildings 25,000 20 years
Mobile equipment 3,000 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.



PEARL PUBLIC SCHOOL DISTRICT

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

Compensated Absences.

Employees of the school district accumulate sick leave at a minimum amount as required by state
law. A greater amount mmay 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 pelicy. 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 cnrrent portion of this liability is estimated based on historical trends. In the
fund financial statements, governmental funds report the compensated absence liability payable
fromn expendabie available financial resources only if the payable has matured, for example, an
employee retires.

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

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

The governmentat 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.

Fund equity.

In the lund 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 balanee is [urther 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 specilic future use or are
not available for current operations, Following are descriptions of fund reserves used by the
district:

Reserved for inventory - Ar 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
Capirtal Projects Fund which is legally restricted and not available for spending for any other
purpose than that for wltich it {s restricted.

Reserved for debt service - An account that represents that portion of fund balance in the
Debt Service Fund whicl is legally restricted and not available for spending for any other
purpase than that for which it is restricted.
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PEARL PUBLIC SC

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

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 - designated for, reported in capital projects funds - An account that represents a
portion of the unreserved fund balance that the school board has specifically obligated for
future repairs, renovations, and construction projects of district buildings and facilities.

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

Cash and Cash Equivalents and Investments.

Fhe dismrict follows the practice of aggregating the cash assets of varions funds to maxinize cash management
efficiency and rerurns. Restrictions on deposits and investments are imposed by staturtes as follows:

Deposits. the school board must advertisc and accept bids for depositorics no less than oncc 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 governcd 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 Treasurcr. Financial institutions holding deposits of
public funds must pledge sccurities as collateral against those deposits. [n the event of failure of a financial
institution, securiries pledged by that institution would be liquidated by the State Treasurer to replace the public
deposits not covered by the Federal Deposit Insurance Corporation.

Investments. Section 29-3-113 and 37-39-43, Miss. Code Ann. {1972), authonizes the school board 1o invest surplus
funds in the ypes of investments authorized by Section 27-103-33(d) and (e), Miss. Code Ann. (1972). This secrion
permits the following types of investments: {(a) certificates of deposits and interest bearing accounts with qualified
state depositories; (b) direct United States Treasury obligations; (¢} United States Government agency, United States
Govemment instrumentality or United States Government sponsored enterprise obligations, the principal and interest
of which are fully guaranteed by the government or enumerated agency of the United States; (d} direct securiry
repurchase agreements and reverse direct securiry repurchase agreements of any federal book entry of only those
securities enumnerated in (b) and {c) above; (e} direct obligations issued by the United States of America that are
deemned to include securities of, or interest in, and open-end or closed-end any management type investinent
company or investment trust approved by the State Treasurer and the Executive Director o f the Department 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 fitnd must be credited to that fund. Ainounts less than $100 can be credited to the Geaeral
Fund.

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 $ (0,342,985 and §(,722,573, respectively. The carrying amount of deposits reported in the

government-wide financial statements was: cash and cash equivalents of $9,894,751. The bank balance was
$13,332.908.
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PEARL PUBLIC SCHOOL DISTRICT

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

Custodial Credit Risk - Deposits. Custodial credit risk is defined as the risk that, in the event of the failure of'a
linancial institution, the district will not be able 10 recover deposits or eollateral securities that are in the possession
of an outside party. The district does not have a deposit policy for custodial credir risk. However, the Mississippi
State Treasurer manages that risk on behalf of the district. Deposits above FDIC coverage are collateralized by the
pledging financial institution’s rust 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 $13,332,908 was exposed 10 custodial credit
risk.

[nvestments.
As of June 30, 2008, the district had the following invesuments,

Investment Type Marurities (in years) Fair Value  Rating

Haneock Horizon Treasury

Securities Money Market Fund Less than one year 195,647  AAAmM

Total [nvestments 5 195,647

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 Sections 27-105-33(d) and 27-105-33(e), Miss. Code
Ann. {1972). The district does not have a formal 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
eounterparty, 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 investment in the Hancock Horizon Treasury Securities Money Market Mutual Fund is uninsured and
unregistered and is not backed by the full faith and credit of the federal government.

Inter-fund Receivabies, Payables and Transfers,

The foliowing is a summary of inter-fund transactions and balances:

Al Due From/To Qther Funds.

Receivable Fund Payable Fund Alnount

General Fund QOther governinental funds $ 10,924
General Fund Fidugiary funds 361
Other governmental funds Fidneiary funds 422
Fiduciary funds General Fund 126
Fiduciary funds Fiduciary funds 3,786
Total 3 15,619

LFF)
I~



PEARL PUBLIC 5C

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

The purpose of the Due From/To other funds balances was to provide funds for operating activities. All
balances are expected to be repaid within one year from the date of the financial statements,

B. Inter-fund Transfers.

Transters Out Transfers [n Amount

General Fund Building Improvement Fund $ 1.300.000
Other govermmental funds 330.093

Building Improvement Fund General Fund 2.312.285

Lease Purchase Fund General Fund 1,129,427

Other governmental funds General Fund 864.734
Other governmental funds 35.66!

Total $ 6.172.202

The purposes of the transfers were to provide funds for general operating activities, and to transfer fund
balances of capital project funds to a general fund for those amounts not designated by the school board for
future prejects. All transfers were consistent with the fund making the transfer.

{4) Restricted Assets

The restricted assets represent the cash balance totaling $3448,234 of the Sixteenth Section Prin¢ipal Fund
{Permanent Fund} which is legally restricted and may not be used for purposes that support the district’s programs.

In addition the restricted assets represent the investment balance, totaling $195,647 of the MAEP Limited Obligation
Bond/Note Fund.
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PEARL PUBLIC SCHOOL DISTRICT

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

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

Governmenlal Activities:

Noun-depreciable capital assets:
land
Construction in progress

Total non-depreciable capital assels

Depreciable capnal assets:
Buildings
Building iinprovements
lmprovements other
than buildings
Mobile equipment
Furmiture and equipment
L.eased property under
capital leases
Total depreciable capital assets

Less gccumolated depreciation tor:
Buildings
Building improvements
[mproventents other
thar buildings
Mobile equipment
Furniture and equipinent
Leased properly under
capital leases
Toral accumulated depreciation

Total depreciable capital agsets, net

Governmental activilies capital

assers, net

Depreciation expense was charged to the following governmental funcrions:

Governmental activities:

Instruction
Support services

Non-instructional

Balance Complerst Balance

7:172007 Addilions Retirements Construction Adjustments* 6:/30/2008
134,110 134,110
54,776 52,776
134,110 54,776 188,886
36,213,201 {1,206 957 34,916,244

56,005 (56,005
1,636,278 (606,209) 1,030,069
2,211,795 211,623 88,925 2,334,493
993,961 77,793 26,818 1,044,940
1,959,171 1,959,171
41,111,242 289,418 115,743 41,284,917
9,108,336 691,482 {25.939) 9,773,879
1,390 (1,390}
519,680 14,258 {24,248) 529,690
1477314 123 258 80,033 1,520,569
692,427 77,225 26,530 6,236 749,338
51577 51,577 103,154
11,799,147 977,830 106,583 6236 12,676,630
29,312,093 (63%,412) 9,160 (6,236} 28,608,287
29,446,203 631,634 9,160 (6.236) 28,797.173
* Adjusiments were to correct depreciation, and to correctly report leased property under capital leases.
Amonnt

S 796,366

135,225

46,239

5 977.830

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

Governmental Activitics:
Peat( High School Alternative School

Pearl Junior High School Alternative Scheol
[earl Junior High School Classsroom/Gym Addition

(oral

Long-tertn Liabilities.

PEARL PUBLIC SCHOOL DISTRICT

Notes 1o the Financial Statements
For the Year Ended June 30, 2008

Spent 10
June 30, 2008

Remaining
Commitment

76,283
6,144
1,025,774

3 1,425
30,731

2.600

b4 34,776

1,108,201

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

Amounts dug

Balance Balance e

711:2007 Addiuons  _ Reductions  _Adjusiments 30008 within one year
General obligation bonds payable $ 14.260,000 713,000 13485.000 833,000
[Lumited obhiganon bonds payable 1,160,000 145,000 [,013.000 130,000
Obligations under capual leases 3402632 347351 3.054.881 337740
Compensaled absences pavable 177,797 13,066 158731
lotal 5 19,000,429 (.I86.817 1713612 1,362,740

A.  General obligation bonds payable.

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

Imerest Issue Maturity Amount Amount
Description Rates Date [ssued Oustanding
General obligation bonds.
Series 1998 4.25-6.00% 3/1/1998 Y2018 8 7,000,000 4.335,000
General obligation bonds,
Series 2003 3.50-4.873% 3/17200) 10,950,000 9,130,000
Total 5 17,950,000 13,485,000




PEARL PUBLIC SCHOQL DISTRICT

Notes to the Financial Statements
For the Year Endad fune 30, 2008

Details of the district’s June 30, 2008 general obligation bonded indebtedness are as follows:

l. Bond issue of Mareh 1, 1998

Year Ending

June 30 Principal [ntecest Tatal
2009 S 343,000 (90.843 535,843
2010 360,000 176,008 336,008
2011 380,000 160168 340,168
2012 400,000 [43.068 343,068
2013 420,000 125,068 343,068
2014-2018 2,430,000 326,230 2,776,230

Total I 4.333,000 (121,385 3476383

This debt will be retired rom the Bond Retirement 1997 Fund.
2. Bond issue of March 1, 2003

Year Ending

June 30 Principal [nterest Total

2009 5 510,000 378.880 888.830
2010 570,000 353,018 924,018
2011 635,000 334,068 969,068
2012 705,000 311,843 1,016,843
2013 775,000 285,758 1,060,758
2014-2018 4,793,000 902,213 5,697,213
2019 -2023 1,140,000 51,300 1,181,300
Total 3 9,130,000 2,618,080 11,748,080

]

This debt will be retired from the Bond Retirement Fund.



PEARL PUBLIC SCHOOL DISTRICT

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

Total general obligation bond payments for all issnes:

Year Ending

June 30 Principal Interest Total

2009 $ 855,000 369,723 1,424,723
2010 933,000 530,026 1,460,026
2011 1,015,000 494,236 1,509,236
2012 1,105,000 454,911 1,559,911
2013 (,195,000 410,826 1,603,826
2014-2018 7,243,000 1.228,443 8.473,443
2019-2023 1,140,000 31,300 1,191,300
Total $ 13,485,000 3,739,463 17,224,463

The amount of bonded indebtedness that can be incurred by the school district is limited by Sections 37-39-
5 and 37-39-7, Miss. Code Ann. {1972}. Total outstanding bonded indebtedness during a year can be no
greater than 13% of the assessed value of the taxable property within sueh district, according to the then last
completed assesstnent for taxation, unless certain conditions, as set forth in Section 37-39-7, Miss. Code
Ann. (1972) have been met. As of June 30, 2008, the amount of outstanding bonded indebtedness was
equal to 7.73% of property assessments as of October 1, 2008.

Litnited obligation bonds payable.

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

[nterest [ssue Maturity Amount Amount
Description Rates Date Date Issued Outstanding
State aid capital 4.10-3.80% 4/1/1998 8/1/2013 § _3.000.000 1,015,000
improvement bonds
Total $ 3,000,000 1,013,000

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

Year Ending

June 30 Principal Interest Total
2009 $ 130,000 39.940 189,940
2010 160,000 33.503 193,503
2011 165,000 26,619 191,639
2012 [ 75,000 19.414 194,414
2013 185.000 [1,718 196,718
2014 - 2018 180.000 3,870 183.870
Toral $ 1015000 135.086 1,130,086

This debt will be retired from the MAEP Debt Retirement Fund.
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PEARL PUBLIC SCHOOL DISTRICT

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

Obligations under capital leases.
The school district has entered into a lease agreement as lessee for financing the acguisition of real property
improvements. This lease agreement was entered into on December 13, 20035 at a cost of $3,900,000. This

lease qualifies as a capital lease for accounting purposes.

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

[nterest and

Year Ending Maintenance

June 30 Principal Charges Total

2009 £ 357,740 108,203 465,945
010 373,553 94,511 468,066
20101 387,766 30,300 468,066
2012 402,519 65,546 468,065
2013 417,834 50,231 468,065
20014 -2018 1,115,469 54,697 1,170,166
Total 5 3,054,881 453,492 3,508,373

This debt will be retied from the District Maintenance Fund.
Compensatcd abseuces payable.
As more tully explained in Note [(F)(7), compensated absences payable is adjusted on an annual basis as

required by Sectiou 37-7-307(3), Miss. Code Amn. (1972). Compensated absences will be paid from the
fund from which the employees’ salaries were paid.

Othcr Commitments.
Operating leases:
The school district has rwo operating leases for two copiers.

Lease expenditures for the year ended June 30, 2008, amounted to 312,684, Future lease payments for these leases
are as follows:

Year Ending

June 30 Amount
2009 b 5,826
Total 5 3,826

38
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PEARL PUBLIC SC

Notes to the Financial Statements
For the Year Ended June 390, 2008

Defined Benefit Pension Plan.

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 plan members and beneficiaries. Benefit provisions
are established by state law and may be amended only by the State of Mississippi Legislature. PERS issues a
publicly available financial report that includes financial statements and required supplementary information. That
report may be obtained by writing to Public Employees' Retirement System of Mississippi, PERS Building,

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

Funding Policy. PERS members are required to contribute 7.25% of their annual covered salary, and the school
district is required to contribute at an actuarially determined rate. The employer’s rate for fiscal year ended Juue 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 tbe fiscal years ending June 30, 2008, 2007 and 2006 were 32,021,653, § 1,829,351and $1,521,602 ,
respectively, which equaled the required contributions for each year.

Sixteenth Section Lands.

Sixteenth section schoel lands, or lands granted in lieu thereof, constitute property held in trust for the benefit of the
public schools. The school board, under the general supervision of the Office of the Secretary of State, has control
and jurisdiction of said school trust lands and of all funds arising from any disposition thereof. It is the duty of the
school board to manage the school trust lands and all funds arising therefrom 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
sehools. The following are the future rental payments to be made to the school district for the use of school trust
lands. These fumre rental payinents are from existing leases and do not anticipate renewals or new leases.

Year Ending

June 30 Amount
2009 by 261,389
2010 261,389
2011 256,499
2012 251,369
2013 251,369
2014 - 2018 1,256,345
019 -2023 1,256,845
2024 — 2028 1,256,845
2029 — 2033 1,056,845
Thereafier 2,199,125

Total $ 3,308,320
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PEARL PUBLIC SCHOOCL DISTRICT

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

Prior Period Adjustments/Exhibits.
A summary of significant fund equity adjustments is as follows:

Exhibit B - Statement of Activities

Explanations Amount
L. To correct captial assets depreciation 3 (6,236)
2. To reclassify fund equity as unearned revenue (266,320)
Total § (272,736)

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

Major Funds Explanations Amount

Other govermmental funds To reclassify fund equity as unearned revenue. S (266.520)
Other governmental funds To correet a 16th section lease receivable 9.200

Total % (2373200

= ]

Contingencies.

Federal Grants. — The school district has reeeived federal grants for specifie purposes that are subjeet to audit by the
grantor agencies. Entitlements to these resources are generally conditional upon complianee with the terms and
conditions of the grant agreements and applicable federal regulations, including the expenditure of resourees for
allowable purposes. Auy disallowances resulting from the grantor audit may become a liability of the school district.
Any disallowance by rthe grantor agency could result in a liability of the school district, but ultimate resolution
cannot presently be determined. Accordmgly, no provision for any hability that may result has been recognized in
the school district’s financial statements.

Litigarion.

The school district is party to legal proceedings, many of which occur in the normal course of governmental
operations. [t is not possible at the present time to estimate the outcome or liability, if any, of the school district with
respect to the various proceedings. However, the school district’s legal counsel believes that ultimate liability
resulting from these lawsuits will not have a matenal adverse effect on the financial condition of the school district.

Risk Management,
The school district is exposed to various risks of loss related to torts; theft of, damage to and destruction of assets;
errors and omissions; injuries to employees; and nartural 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.

40
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Notes 1o the Financial Stalements
For the Year Ended June 30, 2008

Participation in Public Entity Risk Pool.

The school district is a member of the Mississippi Schoo! Boards Association Workers' Compensation Trust
(MSBAWCT). The trust is a risk-sharing pool; such 4 pool is frequently referred to as a self-insurance pool. The
trust consists of approximately 72 school districis and covers risks of loss arising from injuries 1o the member’s
employecs. The Mississippi Workers' Compensation Commission requires that an indemnity agreementl 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 contribules quarterly to a fund held in trust by Wells Fargo in Portland,
Oregon. The funds in the trust account are used to pay any elaim up to $750,000. For a claim exceeding $750,000,
MSBAWCT has insurance which will pay (he 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 1o pay for the deficiencies.

The districl has not had an additional assessment for excess losses incurred by the pool.

Subsequent Event.
On January 29, 2010, the school district issued $4,140,000 of general obligation refunding bonds. These bonds were

issued Lo refund the outstanding General obligation bonds, Series 1998. The interest rates on the refunding bonds
range from 2.00% to 3.25%, and the maturity date is March [, 2018.

4]
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PEARL PUBLIC SCHOOL DISTRICT
Budgwary Companson Schedule
General Fund

For the Year Ended June 30, 2008

Revenues:
Local sources
Srate sources

Federal sources

Total Revenues

Expenditures:
[nstruction
Support services
Noninstructional services
Facilities acquisition and construction
Debt serviee:
Principal
[nteTest

Tolal Expenditures

Excess (Deficiency) ol Revenues
vver Expenditures

Other Financing Sources { Uses):
Sale of transponation equipment
Operating trans(ers in
Operating Lransfers out

Total Other Financing Sources (Usgs)

Net Change in Fund Balances

Fund Balances:

July 1, 2007

June 3u, 2008

Variances
Posinve { Negalive)
Budgeted Amounts Actual Original Final
Onginal Final {GAAP Basis) 1o Final lo Actual
9,280,956 9,340,256 9,400,863 39,300 60,607
17.148,183 17,196,032 17,225 859 47,645 29827
60,000 60,500 103 410 500 42910
26,489,315 26,396,788 26,730,132 107,449 133,344
16,768.218 17,176,844 15,860 468 {408,626} 1316376
4,177,771 9081271 8,186,859 96,500 694,412
308,022 341,263 227,144 {33.241) 114,119
10,000 10,000
346,671 346,671 347751 {1,080}
121,395 121,395 120,314 1,081
26,732,077 27,067,444 24,942,536 {133.367) 2,124.908
(242,738 (470,636) 1,787,396 (227918) 2258252
824 824
3395017 2.936,588 4.306,446 {438,429) 1,369,858
{3.031,950) {4.346,683) {1.810.093) {1,314.733) 2,516,588
363,067 1,410,095} 2477175 (1,773,162) 3887270
120,329 (1.880.731) 4,264,771 {2,001,080) 6,143,521
4.350,503 3,752,945 3749879 {597,538} {3.066)
4,470,432 1,872,194 8,014,650 6,142,456

{2,394,634)

The noles Lo ihe reguired supplemental inlormation are an integrai par ol this statement.
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PEARL PUBLIC SCHOOL DISTRICT

Notes to the Required Supplemental [nformation
For the Year Ended June 30, 2008

Budgetary Comparison Schedule

(1

Basis of Presentation.

The Budgerary Comparison Schedule presents the original legally adopted budget, the final legally adopted budget,
the actual data on the GAAP basis, variances between the original budget and the final budget, and varniances
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 authority. Amendments can be made on the
approval of the school board. By statute, final budget revisions must be approved on or before October 1 5.

A budgetary comparison is presented for the General Fund consistent with accounting principles generally accepted
in the United States of America.
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Pzarl Public Schiool District
Schedule oi’ Expenditures of Federal Awards
For the Year Ended June 30, 2008

Federal Grantor/ Pass-through Granlory Program Tile

Canalog of
Federal Domestic
Assizlance Number

Federal
Expenditures

U.S. Deparimeni of Agricullure
Passed-through Mississippi Departinent of Education:
Child nutrition cluster:
School breaklast program
National school lunch program
Total child nutrition cluster

Totzal U.5. Department of Agriculture

U.S. Depadment of Defense
Direct program:
Reserve Officers' Training Corps
Total U.S. Departinent of Defense

Federal Coimnunigations Commission

Administered through the Universal Service Administrative Company:

The schools and libraries program of the umiversal service fund
Total Federal Commumeations Commission

U.S. Deparimeat of Education

Passed-through Mississippi Depaciment of Education:
Title | grants to local educational agencies
Career and technical education _ basic grants 1o slates
Sale and drug-free sclicols and communilies _ slate grants
Stale grants for innovative programns
Education technology state grants
Treacher guality enhancement grants
English language acquisition granis
Improving Leacher qualily state grants
Granis for state assessments and related aclivities

Total

Special education cluster:
Special aducation - grants 1o states
Special education - preschool grants
Total special cduceation clusier
Toual passed-through Mississippt Department of Education

Total U.S. Department of” Education

U.S, Departinent of Health and Huwnan Services
Passed-tlrough the Mississippi Depariment of Education
Medical assistance program
Totzl passed-through Mississippi Departinent of Educalion
Total U.5. Depanment of Health and Human Services

Toral (or All Federal Awands

NOTES TO SCHEDLILE

==
[
L
[y

Lh
Ly
o

12 XXX

32 XXX

84.010
84.048
34. 180
84.258
84318
84.336
84.363
84.367
34.36%

84.027
84.173

93 778

123.048
1,025,503
1218951

1.218,951

71,475
71,473

48.349
38,149

788,821
48.152
18,276

3,330
3.809
340
43,161

215,066
12,870

1,143,431

445,747
32400
878.147
2,021,578

2,021,578

I This schedule was prepared using the samne basis of accounting and the same signilicant accounung policies, as applicable, used for

the linanctal stalements.
. The expenditure amounts include transfers out.

b

). The pass-through amuoties did not assign wWentitying nuinbers to the school distnet,




PEARL PUBLIC SCHOGL DISTRICT

Schedule of Instructional, Administrative and Other Expenditures - Governmental Funds
For the Year Ended June 33, 2008

Instruction and Other

Srudent Instructional General School
Expenditures Tolal Expenditures Administralion Administration Other
Salaries and fnge benefits s 23,012,241 17,479,965 1,267,172 1,559,050 2,706,054
Other %,330,373 2,716,340 193,264 25,501 5,703,068
Tolal hY 31,842,614 20,196,303 1,562,436 1,584,551 8,499,122
Tolal number of students* 1614
Cost per student S 8,811 5,588 432 438 2,333

For purposes of this schedule, the following colnmnar descriptions are applicable:
Instruction and Other Student [nstructional Expenditures - includes the activities dealing directly with the interaction between teachers and
students. Included here are the activilies of teachers, teachers aides or classroom assistants of any type.

(all the 1000, 2100, & 2100, & 2200 funclional codes),

General Administration - includes expenditures for the following functions: Support Services - General Administration (2300s); and Suppor Services -
Business {25005).

School Administration - includes expendilures for the following funclion: Support Services - School Administration (2400s).

Other - Includes all expenditure functions not included in [nstruction or Administration Categones.

* Includes the number of students reported on the ADA report submission for month 9, which is the final submission for the fiscal year.
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PEARL PUBLIC SCHOOL DISTRICT

Statement ol Revenues, Expenditures and Changes in Fund Balances "UNAUDITED”
General Fund

Last Four Years

2004 2007 2006 2005+
Revenues:
Local sources g 9,400,863 9,372,136 §.522.322 7,833,009
Slate sourges 17,225 8359 15,199.717 14,271,584 12,777,530
Sizleenth seclion sources 103,410 68,422 72,253 46,898
Total Revenues 26,730,132 24,640,295 21,866,139 20,657 457
Expenditures:
Instruction 15,860 468 (4,431,808 12,930,777 13,004,209
Support services 8,386,859 7,953,485 7,588,001 TO11,765
Noninstructional services 227,144 194,945 295,858 183,210
Facilities acquisilion and construglion 124,138 19,869
Dbt service:
Principal 347,731 468,066 850 53386
Interest 120,314
Total Expenditures 24,942,536 23,172,442 21 ,685391 20,201,184
Excess { Deficiency) of Revenues
over Expenditures 1,787,596 1,467,833 1,180,768 436,273
Other Financing Sources (Uses):
Proceeds of loans 532,500
Insurance luss recovenes 1,378 42,765 7,283
Sale ol Lransportalion equipinent 824 2,811 314
Sale of other propetty 156,788
Operaling Lransters in 4,306,446 9R2,061 749,200 234461
Operating translers out (1,830,095} (2,335,789 (2,097,70() {392,930)
Total Other Financing Sources (Lises) 2477175 (1,192.749) {1,305,735) 201,828
Net Change in Fund Balances 4264 771 273,104 {124,967) 658,101
Fund Balances:
Juiy 3.749.879 3474775 3,599,742 2.94).641
June 30 S 8,014,650 V149,879 3474775 1,599,742

*SOURCE - PRICR YEAR AUDIT REPORTS



PEARL PUBLIC SCHOOL DISTRICT

Starement of Revenues, Expenditures and Changes in Fund Balances "UNAUDITED"
All Governmental Funds
Last Four Years
2008 2007 2006* 2005*
Revenues:
Local sources S 11,566,083 11,561,323 10,625,849 9,818,542
Slale sources 17,159,938 15,933,003 14,934,563 13,455,618
Federal sources 3,307,267 1.036.247 3,138,408 2.82427|
Sixteenth seclion sources 313,307 343,837 309019 344,760
Total Revenues 32,976,597 30,874,410 26,208,439 26,443,191
Expendirures:
listruction 18,182,193 17,075,424 13,645,170 14,798 861
Suppor services 9,596,849 9.014,200 8,598,040 TIT0017
Noninstruclional services 1.964 556 | 824 877 1,928,319 1,528,803
Sixteanth seelion (W] 22,646 2489
Facililies acquisition and construction 54776 1,351,275 2,166,343 3263753
Deht service:
Principal 1,267,751 1,200,003 1,480,385 787,209
Interest 772,337 830942 915,786 759,569
Other 4,150 3.600
Towl Expenditures 31,842,614 J1.a00.435 30,756,691 28,921,803
Excess { Deficiency) of’ Revenues
over Expenditures 1,133,983 (626,023) {1,547,832) (2,478612)
(Other Financing Sources (Uses):
Proceeds of loans 1.900.000 332,500
Insurance loss recoverics 1,378 42 765 7,283
Sale of transporiation equipinent 824 2311 T4
Sale of other propeny 136,788 1,490
Operating transfers in 6,172,202 1,877,303 2,497,700 692,930
Operating Lransters out (6,172,202) (2,877,305 (2,497,700} {692,930}
Total Qther Financing Sources (Uses) %24 160,977 3,944,353 540,297
Net Change in Fund Balances 1,134 807 (463,046) 2,396,403 (L9335
Fund Balances:
Tuly 1 10,222,297 10,681,184 8,273,830 10,214,203
Prior period adjustments (257.320)
July T, as restated 99464 977 10,681 184 8,273,850 10,214,203
Increase { Decrease) in reserve or inventory (3179 6,159 10,931 {2,035
June 30 5 11,096,605 10,222,267 10,681,184 8,273,850

*SOURCE - PRIOR YEAR AUDIT REPORTS
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STATE OF MISSISSIPPI
OFFICE OF THE STATE AUDITOR

STACEY E. PICKERING
AUDITOR

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
Pear] Public School Disrict

We have audited the financial statements of the governmental activities, each major fund and the aggregate
remaining fund information of Pearl Public Sehool District as of and for the year ended June 30, 2008, which collectively
comprise Pear! Public School District’s basic financial statements and have issued our report thereon dated August 20, 2010.
We conducted our audit in accordance with auditing standards generally accepted in the United States of Ainerica and the
standards applicable 1o financial audits contained in Government Auditing Standards, issued by the Comprroller General of
the United States.

[(nternal Control Over Finaneial Reporting

In planning and performing our audit, we considered the school district's internal controt 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 intemnal controf over financial reporting.
Accordingly, we do not express an opinton on the effectiveness of the school district’s internal controt over financial
reporting.

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

A control deficiency exists when tlie design or operation of a control does not allow management or employees, in
the normal coursc of performing their assigned functions, to prevent or detect misstatemenrs 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 inteenal control. We consider the deficiencies described in
the accompanying Schedule of Findings and Questioned Costs as Findings 08-0land 08-02 w be significant deficiencies in
internal control over financial reporting.

A material weakness is a significant deficiency, or combination of signiticant deficiencies, that results in more than a
remote likelihood that a material misstatement of the financial statewncats will not be prevented or detected by the school
district’s internal control.
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Our consideration of internal conirol over financial reporting was for the limited purpose described in the first
paragraph of this section and would not necessarily identify all deficiencies in the internal control thar might be significant
deficiencies and, accordingly, would not necessarily disclose all significant deficiencies that are also considered to be material
weaknesses. However, we believe that none of the significant deficiencies described above is a material weakness.

Compliance and Other Malters

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 staternent
amounts. However, providing an opinion on compliance with those provisions was not an objective of our audit and,
accordingly, we do not express such an opinion. The results of our tests disclosed no instances of noncompliance or other
matters that are required to be reported under Government Auditing Standards. However, we noted a certain immaterial
instance of noncompliance or other matter that we have reported to management of the school district in a separate letter
dated August 20, 2010, which is included in this report.

Pearl Public School District’s responses to the findings identified in our audit are described in the accompanying
Schedule of Findings and Questioned Costs. We did not audit Pearl Public 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.

&Mﬂ(— )eﬂ"’

WILLIAM R. DOSS, CPA
Director, Financial and Compliance Audit Division

August 20, 2010



STATE OF MISSISSIPPI
OFFICE OF THE STATE AUDITOR

STACEY E. PICKERING
AUDITOR

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
Pear! Public School District

Compliance

We have audited the compliance of the Pearl Public School District with the types of compliance requirements
described in the U.S. Office of Management and Budget (OMB) Circular 4-{33 Compliance Supplement that are applicable
to each of its major federal programs for the year ended June 30, 2008, The Pearl Public School Districts inajor federal
programs are identified in the summary of auditor's results section of the accomnpanying schedule of findings and questioned
costs. Compliance with the requirements of laws, regulations, contracts and grants applicable to each of its major federal
prograums is the respousibility of the school district's management. Qur responsibility is to express an opinion on the school
district’s compliance based on our audit.

We conducted our audit of compliance in accordance with auditing standards generally accepted in the United States
of America; the standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States; and OMB Circular A-133, dudits of States, Local Governments, and Non-Profit
Organizations. Those standards and OMB Circular A-133 require that we plan and perform the audit Lo obtain reasonable
assurance about whether noncompliance witls the types of coupliance requirements referred to above that could have a direct
and material effect on a major federal program occurred. An audit includes examining, on a tesr 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
detennination on the school district's compliance with those requirements.

[n our opinion, Pearl Public School District complied, in all material respects, with the requirements referred to
above thart are applicable to each of its major federal programs for the year ended June 30, 2008.

Internal Control Over Compliancge

The management of the Pearl Publie School District is responsible for establishing and maintaining effective intemal
control over compliance with requirements of laws, regulations, contraets and grants applieable to federal prograims. In
planning and perfonning our andit, we considered Peart Public Sehool Districr's internal contrel over compliance with the
requirements that could have a direct and material effect on a major federal program in order to detenmnine our auditing
procedures tor the purpose of expressing our opinion on compliance, but not for the purpose of expressing an opinion on the
effectiveness of intemal eontrol over compliance. Ac¢cordingly, we do not express an opinion on the eftecriveness of the
school district's internal control over compliance.
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A control deficiency in an entity's internal eontrol over compliance exists when the design or operation of a control
does not allow management or employees, in the nonnal course of performing their assigned funetions, to prevent or detecr
noncompliance with a type of compliance requirement of a federal program on a timely basis. A significant deficiency is a
control deficiency, or a combination of control deficiencies, that adversely affects the entity’s ability to administer a federal
program such that there is more than a remote likelihood that noncomplianee with a type of compliance requirement of a
federal program that is more than inconsequential wili not be prevented of detected by the entity’s internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in more than a
rewnote likelihood that material noncompliance with a type of comnpliance requirement of a federal program will not be
prevented or detected by the entity's internal control.

Our consideration of internal control over compliance was for the limited purpose described in the first paragraph of
this section and would not necessarily identify all deficiencies in the internal controt that might be significant deficiencies or
material weaknesses. We did not identify any deficiencies in internal control over compliance that we consider to be a
material weaknesses, as defmed above.

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

WILLIAM R. DOSS, CPA
Director, Financial and Compliance Audit Division

August 20, 2010
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STATE OF MISSISSIPPI
OFFICE OF THE STATE AUDITOR

STACEY E. PICKERING
AUDITOR

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

Superintendent and School Board
Pearl Public School District

We have audited the financial statements of the governmental activities, cach major fund, and the aggregate
remaining fund information of the Pearl Public School District as of and for the year ended June 30, 2008, which collectively
comprise Pearl Public School District’s basic finaneial statements and have issued our report thereon dated August 20, 2010.
We ecnducted 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)(a), Miss. Code Ann, (1972), states in part, “the auditor shall test 1o insure thar the school district
is complying with the requirements of Section 37-61-33{3)(a)(iii), Miss. Code Ann. (1972), relating 1o classroom supply
funds.” As required by the state legal compliance audil program prescribed by the Office ol 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 ol our audil and, accordingly, we do not express such an
opinion.

‘I'he results of our procedures performed to test compliance with the requirements of Section 37-61-33(33(a)(iii),
Miss. Code Ann. (1972), disclosed no instances of noncompliance. The district reported 332,227 of classroom supply lunds
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 at the function level. The audit must include a report showing the correct and appropriate functional jevel expenditure
codes in expenditures by the school distric1,”

The results of our procedurcs performed 10 test compliance with the requirements of Section 37-9-18(3)(b), Miss.
Code Ann. {1972}, disclosed no instances of noneompliance related to incorrect or inappropriate functional level expenditure
coding.

As required by the slate legal compliance audit program prescribed by the Office of the State Auditor, we have also
performed procedures to test compliance wilh 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.
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The results of procedures performed to test comphanee with certain other slale laws and regulations and our audit of
the financial statements disclosed the following immaterial instance of noncompliance with other stale laws and regulations.
Qur finding and recommendation and your response are as follows:

Finding

L.

Funds of the Distriet Should Oniy Be Maintained at Approved School Depositorics

Section 37-7-333, Miss, Code Ann. (1972), provides the school boards of all school districts full control of
the receipt, distribution, allotment and disbursement of all funds which may be provided for the support and
maintenance ofthe schools of such district. All such allotments or funds shall be placed in the depository or
depositories selected by the school board. This code seclion also requires school boards to advertise and
accepl bids for depositories at least once every three years.

During our test of depositories, we noted that the district properly advertised for school depositories and
accepted the bid of one local banking institution. However, the districl maintained the Child Nutrition
accournt at a different local banking institution.

This noncompliance occurred due to inadequate inlernal controls concerning school depositories.

Noncoempliance with Section 37-7-333. Miss. Code Ann, {1972), resulted in the district violating state laws
regarding school depositories.

Recommendation

We recommend that the district comply with Section 37-7-333, Miss. Code Ann. {1972), by properly
maintaining bank aceounts at board approved depositories,

School District’s Response

The district properly advertised for school depositories and accepted the bid of one local banking institution
for the period July |, 2009 through June 30, 2012. The child nutrition aceount was included with all
accounts in the bid process.

The bid documents are prepared by the Director of Finance and reviewed for inclusion of all accounts by
the staff member responsible for preparing the bank reconeiliations.

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

The Pear! Public School District’s response to Lhe finding included in this report was not audited and, accordingly,
we express no opinion on il,

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

limited.

WILLIAM R. DOSS, CPA
Director, Financial and Compliance Audit Divigion

August 20, 2010
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PEARL PUBLIC SCHOOL DISTRICT

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

Seclion 1: Summary ol Auditor's Results

Financial Statements:

L.

2.

3.

Type ol audilor’s reporn issued on the financial statements:

Material noncompliance relating te the financial stalements?

Internal control over financial reporting:

a, Material weaknesses identified?
b. Sianificant deficiencies identified that are not considered to be malerial
weaknesses?

Federal Awards:

4.

L

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

Internal eontrol over major programs:

a. Material weaknesses identified?
b. Significant deficiencies identified that are not considered Lo be maierial
weaknesses?

Any audit findings reported as required by Section ___ .510(a)} of Circular A-133?

Federal prograins identified as major programs:

a. Child Nutrition Cluster
CFDA f110.553 - School Breakfast Program
CVDA #10.555 — National School Lunch Program

b. Title 1 Grants Lo Local Educational Agencies
CFDA #84.010

The dollar threshold used 1o distinguish between type A and type B programs:

Auditee qualified as a low-risk audiree?

Prior fiscal year audit findings and questioned cost rclative 1o federal awards which
would require the audilee to prepare a summary schedule of prior audft findings as
discussed in Section 315(b) of OMB Circular A-1337?
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No

No

Ungualified

No

No

$300,000

Yes
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PEARL PUBLIC SCHOOL DISTRICT

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

Seclion 2: Financial Statemenlt Findings

Significant deficiencies identified that are not considered 1o be material weaknesses

08-01

08-02

Safeguards Should Be Used Coneerning the District’s Tax 1dentification Number

Finding

Management is responsible for establishing a proper internal control system to ensure strong financial
acconntability and safeguarding of assels. A critical aspect of financial management is the maintenance
of accurate accounting records, which includes ensuring all school related activities are properly
rccorded in the financial statements of the school district,

Five outsidc organizations opened bank accounts using the school district’s federal tax idenlification
number without permission from the school district. The district may choose to maintain this type of
account in the fiduciary capacity; however, there was no indication that the school district was
accepting responsibility [or these funds. These accounts were not reported in the district’s accounting
records or financial statements. Proper controls were not in place to dctect the existence of
unauthorized bank accounts.

Withoul proper controls being in place 10 account for all bank accounts, the district increases the risk
that cash collected from students or parents that should be recorded as activity fund revenue could be
diverted to outside organizations or individuals.

Recommendation

We recommend managemenl implemgnt controls to periodically check with local banking institutions
to ensurc that no unauthorized accounts have been opened using the district’s federal tax identification

number.

School’s District Response

On October 28, 2009, confirmation letters were mailed to banks within the Pearl, Mississippi arca for
all accounts held by the financial institutions under the EIN number for Pearl Public School District.

Confirming banks were adviscd the accounts listed were ncither public funds nor authorized by the
school bnard and should be closed. Confirmation has been received that accounts have been closed

under the EIN number for Pear] Public School District.

The district will annually confirm with local banks that no accounts are held under the EIN for Pearl
Public School District.

[nternal Controls Surrounding Aclivity Revenue Should Be Strengthened

Finding:

Management is responsible for ensuring that all revenue is earned, correctly recorded and deposited in
order to safeguard the assets of the district. The Financial Accounting Manual for Mississippi Public
Schools, provided by the Mississippi Department of Edncation, requires that pre-numbered tickets be
used at all extracurricular events for which a fee is charged for admission and it is anticipated that the
event will generate gross receipts of more than $100. In addition, the manual states that the principal is
required 10 account for all liekets by completing a school event receipt form. The district provides the
schools event forms to account for the activity fund revenue which include signature lines to be
completed and signed by those responsible.
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Schedule of Findings and Questioned Cosis
For the Year Ended June 30, 2008

During testwork performed on five activity fund receipts, we noted the following:

s  School evenr forms were not signed by the principal or the ticket seller.

o  The receipts for one game were deposited ten days after game day.

* Two of five games had a total of 21 listed “complimentary tickeis” to the coaches and season ticket

holders. The board policy did not address complimnentary tickets.

These weaknesses occurrcd due to inadequate internal controls surrounding the preparation of the
school cvent forms,

Improper intemnal controls related to revenue collection of activity funds could result in the loss of
assets and improper revenuc recognition.

Recommendation
We recommend that the disirict implement polieies and proccdures that require all receipts to be
deposited on a timely basis. We further recommend that internal controls be implemented to ensure

that policies and procedures are foilowed.

School District’s Response

A policy addressing complimentary tickets will be presented to the School Board at the September 28,
2010 meeting.

Training sessions are held each year in the fall for school secretaries. For FY 08 the session was held
on November 27, 2007 with timely deposits on the agenda for diseussion. Section DK of the Board
Policy also addresses rimely deposits. The Finanee office will implemnent additional internal control
procedures to ensure timely deposits at the school level.

Procedures were changed in FY 09 regarding the implementation of a school event form requiring
signatures of the ticket sellers.

Section 3: Federal Award Findings and Questioned Costs

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