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Suzanne E. Smith, CPA, PLLC
Certified Public Accountant
P O. Box 7124 » Meridian, MS 39304

Accounting and Auditing Services Telephone: 601-482-8040
Email: sesmithcpa@msn.com Cell: 601-938-5717
Member MSCPA

Superintendent and School Board
East Jasper School District

We have audited the accompanying financial statements of the governmental activities, each major fund, and the
aggregate remaining fund information of the East Jasper School District as of and for the year ended June 30, 2011,
which collectively comprise the East Jasper School District’s basic financial statements as listed in the 1able of
contents. These financial statements are the responsibility of the East Jasper School District’s management. Qur
responsibility is to express opinions on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards geperally accepted in the United States of America
and the standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financia! statements are free of material misstatement. An audit includes
consideration of intemal control over financial reporting as a basis for designing audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
District’s internal control over financial reporting. Accordingly. we express no such opinion. An audit also includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements, assessing the
accounting principles used and significant estimates made by management, as well as e¢valuating the overall
financial statement presentation. We believe that cur audit provides a reasonable basis for our opinions.

In our opinion, the financial statements referred to previously present fairly, in all material respects, the respective
financial position of the governmental activities, each major fund, and the aggregate remaining fund information of
the Bast Jasper School District, as of June 30, 2011, 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 May 18, 2012, on our
consideration of the East Jasper School District’s internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts and grant agreements and other matters. The
purpose of that report is to describe the scope of our testng of internal control over financiat reporting and
compliance and the results of that testing, and not to provide an opinion on internal control over financial reporting
or on compliance. That report is an integral part of an avdit performed in accordance with Government Auditing
Standards and should be considered in assessing the results of our audit,

Accounting ponciples generally accepted in the United States of America require that the managemem’s discussion
and analysis and budgetary comparison information be presented 1o supplement the basic financial statements. Such
information, although not a part of the basic financial statements, is required by the Governmental Accounting
Standards Board. who considers it to be an essential part of financial reporting for placing the basic financial
statements in an appropriate operational, economic, or historical context. We have applied certain limited procedures
to the required supplemental information in accordance with auditing standards generally accepted in the United
Siates of America, which consisted of inguiries of management about the metheds of preparing the information and
comparing the information for consisiency with management’s responses o our inquiries, the basic financial
statements, and other knowledge we obtained during our audit of the basic financial stalements. We do not express
an opinion or provide any assurance on the information because the limited procedures d¢ not provide us with
sufficient evidence to express an opinion or provide any assurance,

Our audit was conducied for the purpose of forming opinions on the financial statements that collectively comprise
the East Jasper School District’s basic financial staternents, The accompanying Schedule of Expenditures of Federal
Awards and the Schedule of Jnstructional, Adminisiralive and Other Expenditures for Governmental Funds are
presented for purposes of additional analysis and are not a required part of the basic financial statements. Such
information is the responsibility of management and was derived from and relates direcily 1o the underlying
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accounting and other records used 10 prepare the financial statements. The information has been subjected to the
auditing procedures applied in the audit of the basic financial statements and certain additional procedures, including
comparing and reconciling such information directly to the undeslying accounting and other records used to prepare
the financial statements or to the financial statements themselves, and other additional procedures in accordance
with auditing standards generally accepted in the United States of America, I[n our opinion, the information is fairly
stated in all material respects in relation to the basic financial statements as a whole.

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise
the East Jasper School District’s basic financial statements. The other information section, which includes the
Statemeni of Revenues, Expenditures and Changes in Fund Balances—General Fund, Last Four Years and the
Sratement of Revenues, Expenditures and Changes in Fund Balances—All Governmental Funds, Last Four Years, is
presented for purposes of additional analysis as required by the Mississippi Depaniment 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 do not express an opinion or provide any
assurance on it.

Awﬁ;m,u_f. /”LCZL

Suzanne E. Smith, CPA

May 18, 2012
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EAST JASPER SCHOOL DISTRICT
Management’s Discussion and Analysis
For the Year Ended June 30, 2011

The following discussion and analysis of East Jasper School District’s financial performance provides an overview
of the School Disirict’s financial activities for the year ended June 30, 2011, The intent of this discussion and
analysis is to look at the School District’s performance as a whole, Readers are encouraged 10 review the financial
statements and the notes to the financial statements to enhance their understanding of the School District’s financial
performance.

FINANCIAL HIGHLIGHTS

«  Towl netl assets for 2011 increased $531,090, including a prior period adjustment of ($2,478), which
represents a 7% increase from fiscal year 2010. Total net assets for 2010 increased $426,103, including a
prior period adjusiment of $47,349, which represents a 6% increase from fiscal year 2009.

*  (General revenues amounted to $8,737,802 and $8,780,906. or 76% and 79% of all revenues for fiscal years
2011 and 2010, respectively. Program specific revenues in the form of charges for services and grants and
contributions accounted for $2,843.949, or 24% of wotal revenues for 2011, and $2,377,482, or 21% of total
revenues for 2010,

= The District had $1 1,048,183 and $10.779,634 in expenses for fiscal years 201} and 2010; only $2,843,949
for 2011 and $2,377.482 for 2010 of these expenses was offset by program specific charges for services,
grants and contributions. General revenues of $8,737,802 for 2011 and $8,780,906 for 2010 were adequate
te provide for these programs.

*  Among major funds, the General Fund had $6.753,526 in revenues and $7,077,163 in expenditures for
2011, and $7,097,876 in revenues and $7,336,993 in expenditures in 2010. The General Fund’s fund
balance decreased by $90,320, including a prior period adjustment of ($2,478) from 2010 10 2011, and
increased by $151,992, including a prior period adjustment of $44,256, from 2009 10 2010.

=  Capital assets, net of accumulated depreciation, jncreased by $5,025518 for 2011 and increased by
$3,012,246 for 2010. The increase for 2011 was due primarily to the consiruction of a new elementary
school.

* Long-term debt, including the liability for compensated absences, increased by $1,677,465 for 2011 and
decreased by $304,179 for 2010. This increase for 2011 was due primarily to the issuance of $2,200,000 in
Qualified school construction bonds. The liability for compensated absences increased by a net of $7,056
for 2011 and decreased by $1,284 for 2010.

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis serves as an introduction to the District’s basic financial statements, which include
government-wide financial statements, fund financial statements, and notes (0 the financial statements. This teport
also contains required supplemental information, supplemental information, and other information,

Government-wide Financial Statements

The government-wide financial statements are designed to provide the reader with a broad overview of the District’s
finances. These statements consist of the Statemem of Net Assets and the Statement of Activities, which are
prepared using the flow of economic resources measurement focus and the accruat basis of accounting. The current
year’s revenues and expenses are taken into account regardless of when cash is received or paid.

The Statement of Net Assets presents information on all the District’s nonfiduciary assets and liabilities, with the
differences between the two reporied as “net assets.” Over time, increases or decreases in the District’s net assels
may serve as a useful indicator of whether its financial position is improving or deteriorating.

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

11



EAST JASPER SCHOOL DISTRICT
Management’s Discussion and Analysis
For the Year Ended June 30, 20[]

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

Fund Financial Statements

A fund is a grouping of related accounts that is used 10 maintain control over resources that have been segregated for
specific activities or objectives. The District uses fund accounling 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 - Most of the District’s general activities are reported in its governmental funds,
Govemmental funds are used to account for essentially the same functions reported as governmental
activities in the government-wide financial statements. However, governmental funds are accounted for
using the modified accrual basis of accounting and the flow of current financial resources measurement
focus. The approach focuses on near-term inflows and outflows of spendable resources, as weli as balances
of spendable resources available at year end. The governmental fund statements provide a detailed view of
the District’s near-term financing requirements,

Because the focus of governmental funds is narrower than that of the government-wide financial
staiements, it is useful to compare the information presented for governmental funds with similar
information presented for governmental activities in the government-wide financial statements., By doing
50, the reader may gain a better understanding of the long-term impact of the District’s near-term financing
decisions. The governmental funds Balance Sheet is reconciled to the Statement of Net Assets, and the
governmental funds Statement of Revenues, Expenditures, and Changes in Fund Balances is reconciled 10
the Statement of Activities 1o facilitate this comparison between governmental funds and governmental
aclivities,

The District maintains individual governmental funds in accordance with the Firancial Accounting Manual
Sfor Mississippi Public School Districts.  Information is presented separately in the governmental funds
Balance Sheet and in the govemmental funds Statement of Revenues. Expenditures, and Changes in Fund
Balances for all major funds. All non-major funds are combined and presented in these reports as other
governmental funds.

Fiduciary funds - Fiduciary funds are used to account for resources held for the benefit of parties outside
the District. Fiduciary funds are not reflecied in the govemment-wide financial statements because
resources of those funds are not available to support the District’s own programs. These funds are reported
using the accrual basis of accounting, The School District is responsible for ensuring that the assets
reported in these funds are used for their intended purpose.

Reconciliation of Government-wide and Fund Financial Statements

The financial statements include two schedules that reconcile the amounis reported on the governmental funds
financial statements (modified accrual basis of accounting) with governmeni-wide financial statements (accrual
basis of accounting). The following summarizes the major differences between the two statements:

Capital assets used in governmental activities are not reperied on governmental funds financial statements.

Capitai outlay spending results in capital assets on government-wide financial statements, but is reported as
expenditures on the governmental funds financial statements.

Bond and note proceeds result in liabilities on government-wide financial statements, but are recorded as
other financing sources on the governmental funds financial statements.

Certain other outflows represent either increases or decreases in liabilities on the government-wide
financial statements, but are reported as expenditures on the governmental funds financial statements.

12



EAST JASPER SCHOOL DISTRICT
Management’s Discussion and Analysis
For the Year Ended June 30, 2011

Notes to the financial statements

The notes provide additional information that is essential for a full understanding of the daia provided in the
government-wide and fund financial statements. The notes to the financial statements can be found immediately
following the basic financial stalements.

Required Supplemental Information

In addition to the basic financial statements and accompanying notes, this report also presents budgetary comparison
schedules as required supplemental information. The District adopts an annual operating budget for all governmental
funds. A budgetary comparison schedule has been provided for the General Fund and each additional major special
revenue fund as required by the Governmental Accounting Standards Board.

Supplemzental Information

Additionally, 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.

Other Information

Although not a required pant of the basic financial statements, the Statement of Revenues, Expeoditures and
Changes in Fund Balances—General Fund, Last Four Years and the Statement of Revenues, Expenditures and
Changes in Fund Balances—All Governmental Funds, Last Four Years, is presented for purposes of additional
analysis as required by the Mississippi Departmem of Education.

GOVERNMENT-WIDE FINANCIAL ANALYSIS

Net assets

Net assets may serve over lime as a useful indicator of the District’s financial position. Assets exceeded liabilities
by $7.974,813 as of June 30, 201 1.

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



EAST JASPER SCHOOL DISTRICT
Management’s Discussion and Analysis
For the Year Ended June 30, 2011

Table 1

Condensed Statement of Net Assets

Table { presents a surnmary of the District’s net assets at June 30, 2011 and June 30, 2010.

Percentage
June 30,2011 June 30,2010 Change
Current assets $ 7.861,193 % 11,034,336 -28.76%
Restricted assets 3,052,190 2,795,723 9. 17%
Capital assets, net 11,541,748 6,516,230 77.12%
Total assets 22,455,131 20,346,289 10.36%
Current Liabilities 977,117 1,076,830 -9.26%
Long-termdebt outstanding 13,503,201 11,825,736 14.18%
Total liahilities 14,480,318 12,902,566 12.23%
Net Assets:
Invested in capital assets, net of
related debt 2,363,324 1,582,241 49.37%
Restricted 4,777,191 4,263,750 12.04%
Unrestricted 834,298 1,597,732 -47.78%
Total net assets $ 7,974,813 % 7,443,723 7.13%

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

Increase in net capital assets in the amount of $5.025,518,

The issuance of $225,000 in Three Mill notes payable.

The issuance of $2,200,000 in Qualified School Construction Bonds,

The principal retirement of $754,591 of long-term debt,

The decrease in current assets of $3,173,143, resulting primarily from the spending of bond procceds 10
complete the new elementary school project.

Changes in net assets
The District’s total revenues for the fiscal years ended June 30, 2011 and June 30, 2010 were $1),581,751 and

$11,158,388, respectively. The total cost of all programs and services was $11,048,183 for 201 1and $10,779,634
for 2010.

14



EAST JASPER SCHOOL DISTRICT
Management's Discussion and Analysis
For the Year Ended June 30, 2011

Table 2 presents a summary of the changes in nel assets fOIT the fiscal years ended June 30, 2011 and June 30, 201G,

Table 2
Changes in Net Assets
Year Ended Year Ended
June 30,2011 June 302010
Rewenues:

Programrevenues:
Charges for secvices % 346,174 253,190
Operating grants and contributions 2,497 775 2,124,292

General revenues:
Propeny taxes 3,438,507 3,201,189
Crants and contributions not restricted 4.455,627 4,975,441
investment eamnings 61,809 153,678
Sixteenth section spurces 577,185 261,033
Mher 204,674 189,565
Total revenues 11,581,751 11,158,388

Expenses:

Instruction 5,176.591 5,174,060
Support services 4,495,445 4,225819
Non-instructional 716,613 745,100
Sidgeenth section 112,714 78.021
Interest on tong-term liabilities 546,820 552,601
Other - 4,024
Total expenses 11,048,183 10,779,634
Increase {(decrease) in net assets 533,568 378,754
Net assets, July 1, as originally reported 7,443,723 7,017,620
Prior Period Adjustment (2,478) 47,349
Net assets, July 1, as restated 7,441,245 7,064,969
Net assets, June 30 % 7974813 § 7,443,723

Governmental activities

Percentage
Change

3672 %
17.58 %

741 %
(10.43) %
(59.78) %
121.12 %

797 %

379 %

005 %
638 %
(382) %
447 %
(1.03) %
(100,00) %
249 %
40.87 %
6.07 %
(105.23) %
533 %
713 %

The following table presents the cost of five major District functional activities: instruction, support services, non-
instructional, sixteenth section, and interest on long-term liabilities. The table also shows each functional activity’s
net cost (total cost less charges for services generated by the activities and intergovernmental aid provided for
specific programs). The net cost presents the financial burden that was placed on the State and District’s taxpayers

by each of these functions.
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EAST JASPER SCHOOL DISTRICT
Management’s Discussion and Analysis
For the Year Ended June 30, 2011

Table 3
Net Cost of Governmental Activities

Total Iixpenses Percentage
2011 2010 Change
Instruction $ 5,176,591 $ 5,174,060 005 %
Suppon services 4,495,445 4,225.819 6.38 %
Non-insttuctional 716,613 745,100 (3.82) %
Sixteenth section 112,714 78,021 4447 %
Interest on long-term liabilities 546,820 552,601 (1.05) %
Other - 4,024 (100.00) %
Total expenses $ 11,048,183 & 10,779,634 249 %
Net (Expense) Revenue Percentage
2011 2010 Change
Instruction $ (3,863,901 § (4,107,342) (5.93) %
Support services 3.804,511) (3,703,618) 272 %
Non-instructional 19,771 {14,264) (238.6}) %
Sixteenth section (53,974) (65,503) (17.600 %
Interest on long-term liabilities {501.619) (507.401) (1.14) %
Other - (4.024) (100.00) %
Total net (expense) revenue $ (8204234) § (8.402,152) (2.36) %

*  Net cost of governmental activiues [($8,204,234) for 2011 and ($8,402,152) for 2010] was financed by
general revenue, which is primarily made up of property taxes ($3,438,507 for 2011 and §3,201,189 for
2010} and state and federal revenues ($4,455,627 for 2011 and 34,975,441 for 2010). o addition, there
was $577,185 and $261,033 in Sixteenth Section sources for 2011 and 2010, respectively.

= Invesiment earnings amounted to $61,809 for 2011 and $153,678 for 2010.

FINANCIAL ANALYSIS OF THE DISTRICT’S FUNDS

As noted earlier, the District uses fund accounting 10 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 resources. Such information is useful in assessing the District’s financing
requirements. In particular, unassigned fund balance may serve as a useful measure of the Disirict’s net resources
available for spending at the end of the fiscal year.

The financial performance of the Diswrict as a whole is reflected in its governmental funds. As the District
completed the year, its govemmental funds reporied a combined fund balance of $9,977,711, a decrease of
$2,838,838, which includes a prior period adjustment of ($2,478) and an increase in inventory of $663. $1,030,514
or 10% of the fund balance is unassigned, which represents the residual classification for the general fund’s fund
balance that has not been assigned to other funds and that has not been restricted, committed, or assigned 1o specific
purposes within the general fund. The remaining fund balance of $8,947,197 or 0% is either nonspendable,
restricted, committed or assigned to indicate that it is not available for spending except only for the purposes to
which it is restricted, committed or assigned.



EAST JASPER SCHOOL DISTRICT
Management’s Discussion and Analysis
For the Year Ended June 30, 2011

The General Fund is the principal operating fund of the District. The decrease in fund balance in the Gereral Fund
for the fiscal year|was $92,320, including a prior period adjustment of ($2,478). The fund balance of Other
Governmental Funds showed an increase in the amount of $191,060, which includes an increase in reserve for
inventory of $663. | This increase in fund balance in Other Governmental Funds is due primarily to the issuance of
$225,000 Three mill notes pavable close 10 the end of the fiscal year. The increase (decrease) in the fund balances
for the other major funds were as follows:

|Major Fund Increase (Decrease)
Elementary School Bujlding Fund $ (5,288.031)
QSCB Construction Fund 2,164,582
$10M GO|Bond Debt Service Fund No change
16th Sectﬂon Principal Fund 185,871
BUDGETARY I-TIGHLIGHTS

During the year, the District revised the annual operating budget. Budget revisions were made to address and
correct the original 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 and major special revenue funds is provided in this report as required supplemental information.

CAPITAL ASSETS AND DEBT ADMINISTRATION

Capital Assets. s of June 30, 2011, the District’s total capital assets were $15,983,508, including land,
construction in progress, school buildings. building improvements, improvements other than buildings, buses, other
school vehicles, fumnilure and equipment, and leased property under capital lease. This amount represents an
increase of $5,426,468 from 2010. Total accumulated depreciation as of June 30, 2011, was $4,441,760 and total
depreciation expensg for the year was $421,877, resulting in total net capital assets of $11,541,748.

Table 4
Capital Assets, Net of Accumulated Depreciation
Percentage

June 30, 2011 June 30,2010 Change
Land 3 1,500 $ 1,500 0.00 %
Construction in progress 44 481 3,518.999 (98.74) %
Buildings 10,687,763 2,242,419 376.62 %
Building improvements 45,637 51,364 (Ll %
Improvements other than buildings 253,575 143,046 7127 %
Maobile equipment 381,899 446.340 (14.44) %
Fumiture and equipment 126,873 112,562 1271 %
Total $ 11,541,748 3 6,516,230 7712 %

Additional infarmation on the District’s capital assets can be found in Note 5 included in this report.
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EAST JASPER SCHOOL DISTRICT
Management’s Discussion and Analysis
For the Year Ended June 30, 2011

Debt Administration. Al June 30, 2011, the District had $13,503,201 in outstanding long-term debt, of which
$687,524 is due within cne year. The liability for compensated absences increased $7,056 from the prior year. The
District issued $225,000 in Three mill notes payable and $2,200,000 in Qualified schoo! construction bonds. The
district made other principal payments on long-term debt of $754,591.

The District maintains an Aa3 bond rating.

Table 5
QOutstanding Long-Term Debt
June 30,2011 June 30,2010 Change
General obligation bonds payable 3 9540000 $ 0,790,000 (255 %
Limited obligation refunding bonds payable 1.240,000 1,391,000 (1086 %
Certificates of participation 181,261 220,35) (17.74) %
Three mill notes payable 60,000 - NFA %
Shortfall notes payable 216,273 365,774 (4087 %
Qualified schoo!l construction bonds 2,200,000 - N/A %
Compensated absences payable 63,607 58,611 1204 %
Total $ 13,503,201 $ 11,825,736 14.18 %

Additional information on the District’s long-1erm debt can be found in Note 6 included in this report.

CURRENT ISSUES

The East Jasper School District is financially stable. The District is proud of its cormmunity support of the public
schools.

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

The District is proud of its communily support of the public schools and is enjoying a steady enrollment and
continued academic progress of its students.

Enrollment for the 2010-2011 year decreased by 1% 10 1,014 students.
CONTACTING THE DISTRICT'S FINANCIAL MANAGEMENT

tf you have any questions about this report or need additional financial information, conact the Superintendent’s
Office of the West Jasper School District, Post Office Drawer E, Heidelberg, Mississippi 39439.
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East Jasper School District
|

Statement of Net Assets Exhijbit A
June 30,2011
Covermmental
Activities
Assets
Cash and cash equivalents % 6,953,287
Investments 182.922
Due fromother governments 591,297
Inventories 6,757
Prepaid items 19,235
Deferred charges 106,304
Restricted assets 3,052,190
Other receivables 1,391
Capital assets, net of accumulated depreciation 11,541,748
Total Assets 22,455,131
Liabilities
Accounts payable and accrued liabilities 711,711
Interest payable on long-term liabilities 147,749
Uneamed revenue 117,307
Other payables 350
Long-term liabilities, due within one year:
Capital related liabilities 528,435
Non-capital related liabilities 159,089
Long-term liabilities, due beyond one year:
Capital related liabilities 12,692,826
Non-capital related liabilities 122,851
Total Liabilities 14,480,318
Net Assets
Invested in capital assets, net of related debt 2,363,324
Restricted for:
Expendable:
School-based acrivitics 849,784
Debt service 394,986
Capital improvements 258,863
Forestry improvement 156,609
Unemployment benefits 24,395
Non-expendable:
Sixteenth saction 3,092,554
Unrestricted 834,298
Total Net Assets 3 7,974,813

The notes to the financial staterrents are an integral part of this statement.
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East J asBer School District

Statement of Activities Exhibit B
For the Year Ended June 30, 2011
Net (Expense)

Revenue and
Changes in Net
Program Revenues Assets
Operating Capital
Charges for Grants and Granis and Governmental
Functions/Programs Expenses Services {ontributions Contributions Activities
Governmental Activities:
Instroction $ 5,176,591 180.468 1,132,222 (3,863,901)
Support services 4,495,445 3,677 687,257 (3,804,511)
Non-instructional 716,613 103,289 633,095 19,771
Sixteenth section 112,714 58,740 (53,974)
[nterest on long-term liabilities 546,820 45,201 (501,619
Total Governmental Activities £ 11,048,183 346,174 2,497,775 0 (8,204,234)
General Revenues: .
Taxes:
General purpose levies 2,469,690
Debt purpose levies 968,817
Unrestricted grants and contributions:
State 4,044,643
Federal 410,984
Unrestricted investment earnings 61,809
Sixteenth section sources 577,185
Other 204,674
Total General Revenues 8,737,802
Change in Net Assels 533,568
Net Assets - Beginning, as originally reported 7,443,723
Prior Period Adjustments (2.478)
Net Assets - Beginning, as restated 7,441,245
Net Assets - Ending b 7,974,813

The notes to the financial statements are an integral part of this staiement.
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East Jasper School District

Governmental Funds

Balance Sheet Exhibit C

June 30, 2011
Major Funds
Elementary $10M GO 16th
School {QSCB Bond Debt Section Other Total
General Building  Construction Service Principal Governmental Governmentzl
Fund I*und Fuand Fund lFund Fonds Funds
Assels
Cash and cash equivalcnls % 682,371 1,624,063 2,186,679 171,214 2315916 2,302,968 9,283,211
Tnvestments 557,631 182,922 740,553
Due from other governments 325,820 9,974 61,930 358,208 755932
Due from ether funds 373,635 7,000 11,211 391,846
Advanoes 10 other funds 202,714 202,714
Tnventories 6,757 6,757
Prepaid ilems 19,235 19,235
Tual assels 1,401,061 1,624,063 2,186,679 131.188 3,145,191 3,862,066 11,400,248

Liabilities and Fund Balances

Liabilities;

Accounts payable and acerued liabilies 75.755 444,732 22,007 18,899 150,228 711,711
[rue 1o other funds 6,354 181,138 172 203,091 390,805
Advances Irom other funds 202,714 202,714
Uneamed revenue 117,307 117,307

Tolal Liabilities 284,823 444,732 22,097 181,188 19,071 470,626 1,432,537

Fund Balances:

Nonspendable:
Loveatory 6,757 6,757
Permancnt fund principal 3,092,554 3,092,554
Restricted:
Debl service 436,431 436,43)
Capital projects 1,179,331 2,164,582 957.787 4,301,700
Foresty services 156,609 156,609
Unemployment benclils 24395 24,395
Grant acdvilics 809461 309,461
Other scuvities 33,566 33,566
Assigned 85,724 85,724
Unassigoed 1.030.514 1,030,514
Toual Fund Balances 1,116,238 1,179,331 2,164,582 4] 3,126,120 2,391 440 9977311
Total Liabilies and Fund Balances 5 1,401,061 1,624,063 2,186,679 181,188 3,145,191 2,862,066 11,400,248

The noics 10 the financial staiements are an intcgral part of this staement,
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East Jasper School Disirict
Governmental Funds

Reconciliation of the Governmental Funds Balance Sheet to the Statement of Net Assets

June 30,2011

Total fund balances for governmental funds

Amounts reported for governmental activities in the statement of net assets are
different because:

. Capitalassets used in governmental activities are not financial resources and therefore
are not reported in the funds:

Land 5
Construction in progress
Buildings

Building improvements
Improvements other than buildings
Mobile equipment

Fumiture and equipment
Accumujated depreciation

2. Long-term liabilities and related accrued interest are not due and payable in the current
period and therefore are not reported in the funds:

General obligation bonds payable
Limited obligation refunding bonds
Cerificates of participation payable
Three mill notes payable

Shortfall notes payable

Qualified school construction bonds
Compensated absences payable
Accrued interest payable

Deferred charges

Net assets of governmental activities

The noles to the financial statements are an integral part of this staterment,
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1,500
44,481
13,233,172
142,676
336,286
1,639,874
585,519

{4,441,760)

(9,540,000)
(1,240,000
(181,261)
(60,000
(216,273)
(2,200,000)
(65,667)
{(147,749)

106,304

$

$

9.977.711

11,541,748

(13.544,646)

7,974,813
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Enst Jasper School District

Coserntre ntal Punds

Statement of Revenues, Expenditures and Changes in Fund Balances

Exhibit D

For the Year Ended June 30, 2011
Majar Funds
Elementary S10M GO L61h
School QSCB  Bond Debl Section Qther Total
General Building Constretion Service Principal Governmental (Governmenial
Fund Fund Fund Fund Fund Funds Funds
Revenues:
Local sources $ 2,913,872 15,014 955 689,112 322,095 3,941,048
State sources 3,780,078 403,778 4,183,856
Federal sources 59.576 111,582 2,598,389 2,769,547
Sxteenth seclion sources 204,770 473,672 678,442
Total Revenues 6,753,526 126,596 955 689,112 204,770 3,797.934 11,572,893
Expenditures:
Instruction 3,427,822 1,476,448 4,904,270
Suppon services 3,626,422 134,058 7,849 745,964 4,564,293
Noninstruclional services §,199 700,443 708,642
Sixteenth section 18,899 93,815 112,714
Facilitics acquisition and construction 5,230,569 5,230,569
Debt service:
Principal 250,000 504,591 754.591
Interest 14,720 441,100 80.253 536,073
Other 28,524 3,063 1,035 32,622
Total Expenditures 7.077,163 5,414,627 36,373 694,163 18,899 3,602,549 16,843,774
Excess (Deficiency) of Revenues
over (under) Expenditures (323,637) (5,288,031) (35,418 (5,051) 185.871 195,385 (5.270.881)
Qther Financing Sources (Uses):
Proceeds of QSCB Bonds 2,200,000 2,200,000
Proceeds of Three Mill Notes Payable 225,000 225,000
[nsurance loss recoverivs 3,677 3,677
Other financing sources 937 4,244 5,181
Operming transfers in 410,554 5,051 246,959 662,564
Opcraring transfers oul (1R1,373 (481,191) (662.564)
Total hher Financing Scurces (Uses) 233,995 0 2,200,000 5,051 0 {4,988) 2,433,858
Net Change in Fund Balances (89,842) (5,288,031) 2,164,582 0 185,871 190,397 (2,837,023)
Fund Balances:
July 1, 2010, ps onginal reporied 1,208,558 6,467,362 0 0 2.941),249 2,200,380 12,816,549
Prior period adjustments (2.478) 0 o] (2.478)
July 1, 2010, as resiated 1,206,080 6,467,362 O 0 2,940,249 2,200,380 12,814.071
Increase (Decrease) in
reserve 1or inventory 663 663
June 30, 2011 1,116,238 1,179,331 2,164,582 {2 3.126,120 2,391,440 9,977,711

The notes Lo the financial stalements sre an integral part of this statement.
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East J asper Schogl Distric

Governmental Funds

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, 2011

Net change in fund balances - total governmental funds

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

1. Governmental funds report capital outlay as expenditures. However, in the statement of
activities, the cost of capital assets is allocated over their estimated useful lives as
depreciation expense. In the current period. these amounts are:
Capital cutlay $ 5,447 606
Depreciation expense 421,871

2. In the statement of activities. only the gain/loss on the sale of assets is reported, while
in the governmental funds, the proceeds from the sale increases financial resources.
Thus, the change in net assets differs from: the change in fund balance by the cost of the
assets sold.

3. The issuance of long-term debt provides current financial resources to governmental
funds, while the repayment of the principal of long-term debt consumes the current
financial resources of governmental funds. Neither transaction, however, has any effecl
on net assets. Also, governmental funds report the effect of issuance costs, premiums,
discounts and the difference between the carrying value of refunded debt and the
acquisition cost of refunded debt when debt is first issued. These amounts are deferred
and amortized in the statement of activities:

Issuance of Qualified School Construction Bonds (2,200,000)
Issuance of Three Mill Notes Payable (225,000)
Payments of debt principal 754,591
Deferred charges associated with issuance of debt 27,432
Amortization of deferred charges {(7.310)
Accrued interest payable 1,753

4. Some items reported in the statement of activities do not provide or require the use of
current financial resources and therefore are not reported as revenues/expenditures in
governmental funds. These activities include:

Change in compensated absences (7,058)
Chaange in inventory reserve 663

Change in net assets of governmental activities

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

Fiduciary Funds

Statement of Fiduciary Assets and Liabilities Exhibit E
June 10, 2011
Agency
Funds
Assets
Cash and cash equivalents 5 341,760
Due from other funds 350
Total Assets 342,110
Liabilities
Accrued payroll/salary benefits payable 338,443
Due to other funds 1,391
Due to student clubs 2,276
Total Liabilities 5 342,110

The notes to the financial statetents are an integral part of this statement,
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EAST JASPER SCHOOQL DISTRICT
Notes to the Financial Statements
For the Year Ended June 30, 2011

Note 1 — 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,

Basis of Presentation

In February 2009, the GASB issued GASB Statement No. 54 Fund Balance Reporting and Governmenial
Fund Type Definitions, This statement enhances the usefulness of fund balance information by providiog
clearer fund balance classifications that can be more consisiently applied and by clarifying the existing
governmental fund type definitions, The fund balance amounts for governmental funds have been
reclassified in accordance with GASB Statement No. 54. As a resull. amounts previously reported as
reserved and unreserved are now reported as nonspendable, restricted, committed, assigned, or unassigned.

Financial Reporting Entity

As defined by accounting principles generally accepted in the United States of America, the School District
is considered a “primary government." The School District is govemned by a five member board 1o which
each member is elected by citizens of each defined county district.

For financial reporting purposes, East Jasper Sci;hoo] District has included all funds and organizations. The
District has also considered all potential compgnent units for which it js financially accountable and other
organizations for which the narure and significance of their relationship with the District are such that
exclusion would cause the District’s financial statements (0 be misleading or incomplete. The
Governmenial Accounting Standards Board has set forth criteria to be considered in determining financial
accountability. These criteria include appointing a voting majority of an organization’s governing body and
(1) the ability of the District 10 immpose its will on that organization or (2) the potential for the organization
to provide specific benefits to or impose specific financial burdens on the District.

Government-wide and Fund Financial Statements

Government-wide Financial Statements — The Statement of Net Assets and the Statement of Activities
report information on all of the non-fiduciary activities of the District. For the most part, the effect of inter-
fund activity has been removed from these statements. Governmental activities. which normally are
supported by tax and intergovernmental revenues, are reported separately from busipess type activities,
which rely to a significant extent on fees and charges for support.

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

1. Invested in capital assets, net of related debi, 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. Restricied net assets result when constraints placed on net asset use are either externally imposed or
imposed by law through conslitutional provisions or enabling legislalion.

3. Unrestricied net assets consist of net assets not meeting the definition of the 1wo preceding
categories. Unrestricted net assets ofien have constraints on resources imposed by management
which can be removed or modified.

The Statement of Activities demonstrates the degree to which the direct expenses of a given function, or
segment, are offset by program revenues. Direct expenses are those clearly identifiable with a specific
function. Program revenues include 1} charges to customers or applicants who purchase, use, or directly

35



EAST JASPER SCHOQOL DISTRICT
Notes to the Financial Statements
For the Year Ended June 30, 2011

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. Properly taxes
and other items not included among program revenues are reported insiead as general revenues.

Fund Financial Statemenis - Separate financial statements are provided for governmental and fiduciary
funds. even though the later are excluded from the government-wide financial statements. Major
individual governmental funds are reported in separate columns in the fund financial statements. All
remaining governmental funds are aggregated and reported as other governmental funds.

The School Disirict reports the following major governmental funds:

General Fund - This is the School District’s primary operating fund. The general fung is used to account
for and report all financial resources not accounted for and reported in another fund.

Elementary School Building Fund — This is a capital projects fund that accounts for the bond proceeds and
related construction and facilities acquisition project financed with a 2009 issuance of $10 million general
obligation bonds.

QSCB Censtruction Fund — The QSCB Construction fund is & capital projects fund that accounts for the
proceeds of Qualified School Construction Bends and the related capital acquisition and improvement
activities financed by those bonds.

$10M GO Bond Debt Service Fund - This debt service fund accounts for the revenues associated with ad
valorem taxes levied for the repayment of the 2009 general obligation bond issue and the related principal
and interest payments on this debt,

16™ Section Principal Fund — This is a permanent fund that accounts for the non-expendable revenues
associated with earnings on sixteenth section lands and the investment eamings of these non-cxpendable
resources.

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

The District’s fiduciary funds include the foilowing:

Payroll Clearing Fund — This is a clearing fund used to clear payroll iransactions flowing into an impresl
clearing account.

Accounts Payable Clearing Fund - This is a clearing fund used to clear accounts pavable transactions
flowing into an imprest clearing account.

Student Club Funds - The District has swudent c¢lub funds thar account for the assets and liabilities
associated with student club activities.

Additionally, the School District reports the following fund types:
GOVERNMENTAL FUNDS
Special Revenue Funds - Special Revenue Funds are used to account for and report the proceeds of specific

revenue sources that are restricted or committed to expenditure for specified purposes other than debt
service or capital projects.

Capital Projects Funds - Capital Projects Funds are used 10 account for and report financial resources that
are restricted, commitied, or assigned 1o expenditure for capital outlays, including the acquishtion or
construction of capital facilities and other capital assets,
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EAST JASPER SCHOOL DISTRICT
Notes to the Financjal Statements
For the Year Ended June 30, 2011

Debt Service Funds - Debt Service Funds are used to account for and report financial resources that are
restricted, committed, or assigned to expenditure for principal and interest.

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

FIDUCIARY FUNDS

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

Measurement Focus, Basis of Accounting, and Financial Statement Presentation

In the government-wide Statement of Net Assets and Statement of Activities, governmental activitics are
presented using the economic resources measurement focus and the accrual basis of accounting, as are the
Fiduciary Fund financial statements. Revenues are recorded when earned, and expenses are recorded when
a liability is incurred or economic asset used, regardless of the timing of the refated cash flows. Grants and
similar items are recognized as revenue as soon as all eligibility requirements imposed by the provider have
been met,

Governmental fund financial siatements are reported using the current financial resources measurement
focus and the modified accrual basis of accounting. Revenues are recognized as soon as they are both
measurable and available. Measurable means knowing or being able to reasonably esiimate the amount.
Revenues are considered to be available when they are colleciible within the current period or soon enough
thereafter to pay liabilities cf the current peried. For this purpose, the government considers revenues 10 be
available if they are collected within 60 days afier year end. Expenditures (including capital outlay) are
recorded when the related fund liability is incurred, as under accrual accounting. However, debt service
expenditures, as well as expendiivres related 1o compensaled absences and judgments, are recorded only
when payment is due.

Federal grants and assisiance 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 terms
of the grant agreements and applicable federal regulations, which include subjecting grants to financial and
compliance audits.

Property taxes. intergovernmental revenues (shared revenues, grants and reimbursements from other
governments) and interest associated with the current fiscal period are all considered to be susceptible 10
accrual.

Ad valorem properly taxes are levied by the goveming authority of the city on behalf of the School District
based upon an order adopted by the School Board of the School District requesting an ad valorem tax effort
in dollars. Since the taxes are not levied and collected by the School District, the revenues to be generated
by the annual levies are not recognized until the taxes are actually collecied by the tax levying authority.

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

Under the terms of grant agreements, the District funds certain programs by a combination of specific cost-
reimbursement grants and general revenues. Thus, when program expenses are incurred, there are both
restricted and unrestricted net assets available to finance the program. It is the District’s policy to first
apply cost-reimbursement grant resources 1o such programs and then general revenues.

The effect of inter-fund activity has been eliminated from the government-wide siatements.
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EAST JASPER SCHOOL DISTRICT
Notes to the Financial Statements
For the Year Ended June 30, 2011

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

The accoum classificaions uwsed in the financial staiemenis conform 10 the broad classihcations
recommended in Governmental Accounting, Auditing, and Financial Reporting, issued in 2005 by the
Govemment Finance Officers Association and are consistent with the broad classifications recommended
in Financial Accounting for Local and State School Systems, 2003, issued by the U.S. Department of
Education,

Encumbrances

An encumbrance system is maintained to account for commitments or assignments resulting from approved
purchase orders, work orders and contracts, However, the School District atternpts to liquidate all
encumbrances at year-end. Encumbrances outstanding at year-end are not reported within committed or
assigned fund balances.

Assets, liabilities, and net assets/fund balances
t. Cash, Cash equivalents and [nvestments
Cash and cash equivalents

The Distnict’s cash and cash equivalents are considered to be cash on hand, demand deposiis, and
short-term investments with original maturities of three months or less from the daie of acquisition.
The School District deposits excess funds in the financial institutions selected by the School Board.
State statutes specify how these depositories are 1o be selected.

[nvestments

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

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

Investments for the district are reported a1 fair market value.

2. Receivables and payables
Activities between funds that are representative of lending/borrowing arrangements outstanding at
the end of the fiscal year are referred to as either “due toffrom other funds” (i.e., the current pettion
of inter-fund loans) or “advances toffrom other funds”(i.e. the non-current portion of inter-fund
loans}). All other cutstanding balances between funds are reported as “due to/from other funds.”
Advances between funds, as reported in the fund financial statemems, are offset by a fund balance
reserve account in applicable govemmental 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 reimbursernents from other governments.
4, Inventories and Prepaid Jtems
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EAST JASPER SCHOOL DISTRICT
Notes to the Financial Statements
For the Year Ended June 30, 2011

Donaled 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 basis). The costs of governmental fund type
inventories are reported as expenditures when purchased.

Prepaid ilems, such as prepaid insurance, are not reported for governmental fund 1ypes since the
costs of such itemns 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 limited by applicable debt statutes, e.g. Qualified Zone Academy
Bond sinking funds. Also, the norexpendable portion of the Permanent Fund, if applicable, is
classified as restricted assets because the |6™ Section Principal fund is not available for use by the
district excepl as provided for under state statute for loans from this fund.

Capital Assets

Capital assets include land, improvements 10 land, easements, water rights, timber rights, buildings,
building improvements, vehicles, machinery, equipment, works of art and historical treasures,
infrastructure, and all other tangible or intangible assets that are used in operations and that have
initial useful lives extending beyond a single reporting period. Capital assets are reported in the
applicable governmental or business type activities columas in the government-wide Staiement of
Net Assets. Capital assets are recorded at historical cost or estimated historical cost based on
appraisals or deflated current replacement cost. Donated capital assets are recorded at estimated fair
market value at the date of donation. The costs of normal maintenance and repair that do not add 10
the value of the asset or materially extend asset lives are not capitalized. Capital assets are defined
by the District as assets with an imtial, individual cost in excess of the thresholds in the table below,

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

Depreciation js calculaled on the straight-line basis for all assets, except land,

The following schedule details the capitalization threshelds:

Capitalization Estimated

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

(*) The threshold amount will correspond with the amounts for the asset classifications, as listed.
See Note 5 for derails.

Compensated Absences

Employees of the School District accumulate sick leave at a minimom amount as required by state
law. A greater amount may be provided by School District policy provided that it does oot exceed
the provisions for leave as provided in Sections 25-3-93 and 25-3-95. Some employees are allowed
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personal leave and/or vacation Jeave in accordance with School District policy. The district pays for
unused leave for employees as required by Section 37-7-307(5), Miss, Code Ann. (1972).The
liability for these compensated absences is recorded as a long-term liability in the government-wide
statements, The current portion of this liability is estimated based on historical trends. In the fund
financial statements, governmenial funds report the liability for compensated absences from
expendable available financial resources only if the payable has matured, for example, an employee
rettres.

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

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

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

Fund Balances

Fund balance for governmental funds is reported in classifications that comprise a hierarchy based
primarily on the extent to which the government is bound to honor constraints on the specific
purposes for which amounts in those funds can be spent.

Governmental fund balance is classified as nonspendable, restricted, committed. assigned or
unassigned. Following are descriptions of fund classifications used by the District:

Nonspendable fund balance includes items that cannot be spent. This includes activity that is not in
a spendable form (inveniories, prepaid amounts, long-term portion of loans/notes receivable, or
property held for resale unless the proceeds are restricted, committed, or assigned) and activity that
is legally or contractually required to remain intact, such as a principal balance in a permanent fund.

Restricted fund balance includes amounts that have constraints placed upon the use of the resources
either by an external party or imposed by law through a constitutional provision or enabling
legislation.

Commirnted fund balance includes amounts that can be used only for the specific purposes pursvant
1o constraints imposed by a formal action of the School Board, the District’s highest level of
decision-making authority. This formal action is the official approval of the commitment spread
upon the School Board's minutes. Currently there is no committed fund balance for the school
district.

Assigned fund balance includes amounts that are constrained by the District’s intent 1o be used for a
specific purpose, but are neither restricted nor committed. For governmental funds, other than the
gengral fund, this is the residual amount within the fund that is not resiricted or committed.
Assignments of fund balance are created by the School District business manager pursuant 1o
authorization established by official School Board policy.

Unassigned fund balance is the residual classification for the general fund. This classification
represents fund balance that has not been assigned to other funds and that has not been restricted,
commiited, or assigned 10 specific purposes within the general fund. The general fund should be the
only fund that reports a positive unassigned fund balance amount. [n other governmental funds, it
may be necessary 10 report a negative unassigned fund balance.

When an expenditure/expense is incurred for purposes for which both restricted and unrestricted
(committed, assigned, or unassigned) resources are available, it is the District’s general policy to use
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restricted resources first. When expendituresfexpenses are incurred for purposes for which
uprestricted (committed, assigned, and unassigned) resources arc available, and amounts in any of
these unrestricted classifications could be used, it is the District’s general policy to spend committed
resources first, followed by assigned amounts, and then unassigned amounts.

Note 2 — Cash and Cash Equivalents and Investments

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

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

Investments. Section 29-3-113 and 37-59-43, Miss. Code Ann, (1972), authorizes the School Board to invest excess
funds in the types of investments authorized by Section 27-105-33(d) and (e), Miss. Code Ann. (1972). This section
permits the following types of investments: (a) certificates of deposit interest bearing accounts with gualified state
depositories; (b) direct United States Treasury obligations; {¢) United States Government agency, United States
Government instrumentality or United States Govermment sponsored enterprise obligations, not to exceed fifty
percent of all monies invested with malurities of thirty days or longer ; (d) direct security repurchase agreements and
reverse direct security repurchase agreements of any federal book entry of only those securities enumerated in (b)
and (¢} above; {¢) direct obligations issued by the United States of America that are deemed 1o include securities of,
or other imierests in, any open-end or closed-end management type investment company Or investment trust
approved by the State Treasurer and the Executive Director of the Department of Finance and Administration, not to
exceed twenty percent of invested excess funds. 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 incoimne of $100 or more of any fund must be credited to that fund. Investment income of less than $100
can be credited 10 the General Fund.

Cash and Cash Equivalents

The carrying amount of the School District’s deposits with financial institutions reported in the éovemmental funds
and fiduciary funds was $10,009,756 (which includes $726,545 of certificates of deposit with original maturities
beyond three months and reported on Exhibit C as investments) and $341,760, respectively.

Custodial Credir Risk - Deposits. Custodial credit risk is defined as the risk that, in the event of the failure of a
financial institution, the district will not be able 10 recover deposits or collateral securities that are in the possession
of an outside party. The district does net have a deposit policy for custodial credit risk. However, the Mississippi
State Treasurer manages that risk on behalf of the district. Deposits above FDIC coverage are collateralized by the
pledging financial institution’s trust department or agent in the name of the Mississippi State Treasurer on behalf of
the district. As of June 30, 201 L, none of the District’s bank balance of $10,845,282 was exposed te custodial credit
risk.

[nvestments

As of June 30, 2011, the District had the following investments.
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Investment Type Rating Matudties in Years Fair Value
Certificates of Deposit N/ A i 3 720.545

Hancock Bank Federal U.S.
Treasury Cash Reserve Money

Market Funds AAAM Less than | 14,008
To1al $ 740,553

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

Credit Risk. Siate law limiis invesiments to those prescribed in Section 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 the risk that, in the event of the failure of the
counterparty, the District will not be able to recover the value of its invesiments 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.

Concentration of Credit Risk. Disclosure of investment by amount and issuer for any issuer that represents five
percent or more of 101al investments is required. This requirement does not apply 1o investruents issned or explicitly
guaranteed by the U.S. government, investiments in mutual funds and extemal investment pools, and other pooled
investments. As of June 30, 2011, the district had the following investments:

Fair % of Total
Tssuer Value Investments

Certificates of Deposit - Magnolia State Bank $ 726545 98%

Note 3 — Inter-fund Receivables, Payables and Transfers

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

A. Due From/To Other Funds
Receivable Fund Payable Fund Atnount
General Fund $10M GO Bond Detn Service Fund $ 181,188
Other governmental funds 191,294
Fiduciary funds 1,153
16th Section Principal Fund Other governmental funds 7,000
Orther Governmental Funds General Fund 6,354
L6th Section Principal Fund 172
Other governmental funds 4,447
Fiduciary funds 238
Fiduciary Funds Other govermmental funds 350
Total $ 302,196
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The purpose of the intecfund balances is to eliminate deficit cash balances in certain special revenue funds
caused by negative federal award program cash flows and 10 show the effects of board approved operating
transfers and the resulting interfund balances caused by those approved transfers.

Advances To/From Other Funds

Receivable fund Payable Fund Amount
16th Section Principal Fund  General Fund $ 202,714

Advances to/from other funds represem loans from the [6® Section Principal Fund to the General Fund in
accordance with Section 29-3-113, Miss. Code Ann. (1972). The advances were loaned to finance building
improvement prejects.  The interfund advances are also referred to as sixteenth section principal loans
payable and bear interest at a rate of four (4) percent per year,

The following is a schedule by vears of the (otal paymenis due on this debt:

Year Ending
June 30 Principal Interest Total
2012 $ 46,133 12,109 58,242
2013 48,901 0,341 58,242
2014 51,835 6,407 58,242
2015 55,845 3,297 59,142
Total $ 202,714 31,154 233,868
C. Inter-fund Transfers
Transfers Qut Transfers In Amount
General Fund $10M GO Bond Debr Service Fund  $ 5,051
Other governmental funds 176,322
QOther governmental funds General Fund 410,554
Other governmental funds 70,637
Total 5 662,564

Transfers from the General Fund 10 the other governmental funds were made for operating purposes, while
the transfers from certain other governmental funds to the General Fund were made to move indirect costs
from the special revenue funds to the General Fund. A transfer of $400.000 was made from the 16"
Section Interest Fund (other governmental fund) to the General Fund upon formal order of the School
Board.

Note 4 — Restricted Assets

The restricted assels represent the cash balance ($2.315,916) and the investment balance {$557,631) of the Sixteenth
Section Principal Fund (Permaneot Fund) which is legally restricted and may not be used for purposes that support
the District’s programs; the investment balance ($14,008) and the amounts due from other governments ($164,635)
of the MAEP Debt Service Fund, which are legally restricted and may not be used for purposes that support the

43



EAST JASPER SCHOOL DISTRICT
Notes to the Financial Statements
For the Year Ended June 30, 201!

District’s programs, Total restricted assets reported on the Statement of Net Assets is $3,052,190.
Note 5 — Capital Assets

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

Balance Completed Balance
TI42010 Increases Decreases Construction 6/30/2011

Governmental Activities:
Non-depreciable capital assets:

Land $ 1,500 - 1,500
Construction in progress 3,518,999 5,230,569 (8,705,087) 44 481
Total non-depreciable capital assets 3,520,499 5,230,569 - (8,705,087} 45,981
Depreciable capital assets:
Buildings 4,528,085 8,705,087 13,233,172
Building improvements 142,676 142,676
Improvements other than buildings 212,306 123,980 336,286
Mobile equipment 1,639,874 1,639,874
Furniture and equipment 513,600 93,057 (21,138) 585,519
Total depreciable capital assets 7,036,541 217,037 (21,138) 8,705,087 15,937,527
Less accumulated depreciation for:
Buildings 2,285,666 259,743 2,545,409
Building improvements 91,312 5,707 97.019
Improvements other than buildings 69,260 13,451 82,111
Mobile equipment 1,193,534 64,441 1,257,975
Furniture and equipment 401,038 78,535 20,927 458,646
Total accumulated depreciation 4,040,810 421,877 20,927 0 4,441,760
Total depreciable capital assets, net 2,995,731 (204,840) 211 8,705,087 11,495,767
Governmental activities capital assets, net  $ 6,516,230 5,025,729 211 0 11,541,748

Depreciation expense was charged to the following governmental functions:

Amount
Governmental activities:
Instruction $ 287,470
Support services 126,789
Non-instructional 7,618
Total depreciation expense - Governmental activities $ 421,877

The capital assets above include significant amounts of Buildings, which have been valued at estimated historical
cost. The estimated historical cost was based on replacement cost multiplied by the consumer price index implicit
price deflator for the year of acquisition.
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Construction in progress is composed of:

Spent to Remaining
June 30, 2011 Commitment

Governmental Activities:
New Field House $ 44 481 $ 986,229
Toral govemmental activities $ 44481 % 286,229

Construction projects included in governmental activities are funded with proceeds from general obligation bonds.

Note 6 - Long-term Liabilities

The following is a surnmary of changes in long-term liabiliues and other obligations for govermmenial activities:

Amounts

Balance Balance  due within

7/1/2010 Addidons Reductions 6/30/201 1 one year

A. General obligation bonds payable $ 9,790,000 250,000 9,540,000 270,000

B. Limited obligation refunding bonds payable 1.391.000 151,000 1,240,000 157,000

C. Certificates of participation payable 220,351 39,090 181261 41,435

D. Three mill notes payable 225,000 165,000 60,000 60,000

E. Shortfall notes payable 365,774 149,501 216273 155,806
F.  Qualified school construction bonds 2,200,000 2,200,000

G. Compensated absences payable 38611 7,056 65,667 3283

Subtotal $ 11,825,736 2.432,056 754,591 13,503.201 687,524

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 outsianding are as follows:

Maturity Amount

Description Interest Rate  Issue Date Date Amount Issued Qutstanding
General Obligation

bonds, Series 2009 3.75-4.375% 1-Apr-09 I-Apr-29 $ 10,000,000 3 9,540,000

Towal 3 10,000,000 $ 9,540,000

The following is a schedule by vears of the 11al payments due on this debt:

Genperal obligation bond issue of April [, 2009:
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Year Ending

June 30 Principal Interest Total
2012 8 270,000 427,850 697,850
2013 250,000 413,540 703,340
2014 310,000 398,170 708,170
2015 400,000 381,740 781,740
2016 410,000 360,540 770,540
2017 - 2021 2,445,000 1,458,408 3,903,498
2022 - 2026 3,270,000 880,835 4,150,835
2027 - 2029 2,145,000 175,645 2,320,645
Total $ 9,540,000 4,496.818 14,036,818

This debt will be retired from the $10M GO Bond Debt Service Fund.

The amount of bonded indebtedness that ¢an be incurred by the School District is limited by Sections 37-
59-5 and 37-59-7, Miss. Code Ann. {(1972). Total outstanding bonded indebtedness during a year can be no
greater than 15% of the assessed value of the taxable property within such district, according to the then
last completed assessment for taxation, unless certain conditions, as set forth in Section 37-59-7, Miss.
Code Ann. (1972) have been met. As of June 30, 2011, the amount of outstanding bonded indebtedness
was equal to 13% of property assessments as of October 1, 2010.

Beginning on April L, 2015, a portion of the general obligation bonds payable will be secured by the pledge
of Educational Enhancement Fund (EEF) Buildings and Buses revenues thai the school district receives
from the State of Mississippi. Pledged EEF revenues will be used to pay approximately 5-9% of the total
annual debt service payment on the general obligation bond issue until the final maturity of the debt on
April 1, 2029. The proceeds of the general obligation bond issue were used for the construction of the New
Elementary School and will be used for various renovations of other school buildings and facilities.

Limited obligation refunding bonds payable
Limited obligation bonds are direct obligations and pledge the full faith and credit of the Schoel District.

Limited obligation bonds currently outstanding are as follows:

Interest Maturity Amount Amount
Description Rate Issue Date Daite Issued  Quistanding
State Aid capital
improvement,
Refunding Series
2006 188%  15-Dec-06 1-Feb-18 & 1,790,000 % 1,240,000
Total 3 1,790,000 § 1,240,000

The following is a schedule by years of the total payments due on this debt:
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Limited obligation bond issue of December |5, 2006:

Year BEnding

June 30 Principal Interest Total
2012 $ 157,000 48,112 205,112
203 163,000 42,020 205020
2014 169.000 35,696 204,696
2015 175,000 29,139 204,139
2016 182,000 22,349 204,349
2017-2018 394,000 23,24t 417,241
Total $ 1,240.000 200,557 1,440,557

This debt will be retired from the MAEP Refunding Bonds 2006 Funrd (Debt Service Fund).

The state aid capital improvement bonds are secured by an irrevocable pledge of certain revenues the
district receives from the State of Mississippi pursuant to the Mississippi Accountability and Adequate
Education Program Act, Sections 37-151-1 through 37-151-7, Miss. Code Ann. {1972). The siate aid
capital improvement bonds are not included in the computation of the debt limit percentage.

The School District has pledged a portion of future state Minimum Adequate Education Program revenues
to repay $1.790,000 in limited obligation refunding bonds payable issued. Proceeds from the bonds were
used to finance capital improvements made to the District’s buildings. The bonds are payable solely from
future revenues of the state Minimum Adequate Education Program and are payable through February 1,
2018 . Annual principal and interest paymenis on the bonds are expected to require approximarely five (3)
percent of such state revenues, The total principal and interest remaining to be paid on the bonds is
$1,440,557. Principal and interest paid for the current year and total state Minimum Adequate Education
Program revenues were $204,971 and $3,937,296, respectively.

Certificates of participation payable.

As more fully explained in Note 14, certificates of participation have been issued by the
school district. Certificates of participation currently cutstanding are as follows:

Interest Maturity Amount Amount

Description Rate Issue Date Date Issued  QOutstanding
Centificates of

Participation 6.00% 7-Jul-94 7-Jul-14 3§ 600,000 § 181,261

Total $ 600,000 $ 181,261

The foliowing is a schedule by years of the total payments due on this debt:
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Certificates of Participation dated July 1, 1994:

Year Ending

June 30 Principal Interest Total
2012 $ 41,435 9,633 51,068
2013 43,921 7.072 30,993
2014 46,556 4,358 50.914
2015 49,349 1,481 50,830
Total $ 181,261 22,544 203,805

The debt will be retired from the EEF - Buildings and Buses Fund (Special Revenue Fund).

The school district has pledged a portion of future state Educational Enhancement Fund revenues for
buildings and buses to repay the $600,000 in certificates of participation issued July 7. 1994, The
certificates of participation are payable from future revenues of the state Educational Enhancemem Fund
and other general operating revenues from the General Fund. The total principal and interest payments
remaining to be paid is $203,805. The principal and interest payments on the debt and the state
Educalional Enhancement Fund revenues for buildings and buses for the current year totaled $51,138 and

$45,201, respectively.

D. Three mill notes payable.

Debt currently outstanding is as follows:

Interest Maturity Amaunl A mount
Description Rate Issue Date Date Issued  OQuistanding
Limited tax note,
Series 2010-A 1.91%  6&-Aug-10 1-8ep-11 % 225,000 60,000
Total $ 225,000 60,000
The following is a schedule by years of the tolal payments due on this debt.
Limited tax note dated August 6, 2010:
Year Ending
June 30 Principal Interest Total
2012 $ 60,000 1,146 61,146
Total 3 1,146 61,146

The note will be retired from the Limited Tax Note Series 2010-A Fund (Debt Service Fund).
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E.  Shortfall notes payable.

Debt currently outstanding is as follows:

Amount

Description Interest Rate  Issue Date  Maturity Date  Amount Issued Outstanding
1. Shortfall Note, Series 2009 3.00%  15-Sep-09 15-8ep-12 S 176,167 % 119,172
2. Shorfal! Note, Series 2008 4.50% 2-Oct1-08 2-Oct-11 278,076 97,101
Total $ 454,243 § 216,273

The following is a schedule by years of the 1otal payments due on this debt:

. Shortfall notes payable issued September 15, 2009:

Year Ending

June 30 Principal Interest Total
2012 $ 58,705 3,575 62,280
2013 60,467 1,813 62,280
Total $ 119,172 5,388 124,560

This debt will be retired from the Shortfall Note 2009 Fund {(Debt Service Fund).

2. Shortfall notes payable issued October 2, 2008:

Year Ending

June 30 Principal Interest Total
2012 S 97,101 4,045 101,146
Total $ 97,101 4,045 101,146

This debt will be retired from the Shorifall Note 2008 Fund (Debt Service Fund).

Total shortfall notes payable payments for all issues;

Year Ending

June 30 Principal Interest Total
2012 $ 155,806 7,631 163,437
2013 60,467 1,813 62,280
Total h) 216,273 9.444 225717
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F. Qualified school construction bonds payable.

As more fully explained in Note 15, debt has been issued by the School District that qualifies as
Qualified School Construction bonds. Debt currenty outstanding is as follows:

Interest Maturity Amount Amount
Description Rate Issug Date Date Issued  Quistanding
Qualified School
Construction
Bonds, Series
2011 0.00% 24-Feb-11 1-Dec-25 § 2,200,000 $ 2,200,000
Total $ 2,200,000 § 2,200,000

G. Compensated absences payable.

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

Note 7 - Prior Year Defeasance of Debt
In prior years, the East Jasper School District defeased certain limited obligation bonds by placing the proceeds of new
bonds in an irrevocable trust to provide for all future debt service payments on the old bonds. Accordingly, the trust
account assets and liabilities for the defeased bonds are not included in the district’s financial statements. On June 3§,
2011, $1,175,000 of bonds outstanding are defeased.
Note 8 - Other Commitments
Commitments under construction coniracts are described in Note 5.
Operaling leases:
The School Distriet has entered into operating leases for the following:
1. Postage machines
2. Two Canon copiers
3. Ricoh duphcator
4. Two Toshiba copiers
Lease expenditures for the year ended June 30, 2011, amounted 10 $22,822.

Future lease payments for these leases are as follows:

Year Ending
June 30 Amount
2012 $ 23,406
2013 21,108
2014 20,460
2015 10,451

s 75428
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Note 9 — Defined Benefit Pension Plao

Plan Description. The School District contributes to the Public Employees’ Reticement System of Mississippi
(PERS), a cost-sharing multipte-employer defined benefit pension plan. PERS provides retirement and disability
benefits, annual cost-of-living adjustments, and death benefits to ptan members and beneficiaries. Benefit
provisions are established by state law and may be amended only by the State of Mississippi Legislarure. PERS
issues a publicly available financial report that includes fipancial statements and required supplementary
information. That report may be obtained by writing t¢ 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 10 contribute 9.00% of their annual covered salary, and the School
District is required to contribute at an actuarially determined rate. The employer’s rate for fiscal year ended June 30,
2011 was 12.00% of annual covered payrolt. The contribution requirements of PERS members and employers are
established and may be amended only by the State of Mississippi Legislature. The School District’s contributions to
PERS for the fiscal years ending June 30,2011, 2010 and 2009 were $633,804, $650,983 and $661410,
respectively, which equaled the required contributions for each year.

Note 10 — Sixteenth Section Lands

Sixteenth section school lands, or lands granted in lieu thereof, copstitute property held in 1rusi for the benefit of the
public schools. The School Board, under the general supervision of the Office of the Secretary of Siate, has control
and jurisdiction of said school trust lands and of all funds arising from any disposition thereof. It is the duty of the
School Board to manage the school trust lands and all funds arising there from as trust property, Accordingly, the
board shal} assure that adequate compensation is received for all uses of the trust tands, except for uses by the public
schools. The following are the future rental payments 10 be made to the School District for the use of school trust
lands. These fuiure rental payments are from existing leases and do not anticipate renewals or new leases.

Year Ending

June 30 Amount
2012 3 37,749
2013 37,749
2014 12,921
2015 8,277
2016 6,380
2017 - 2021 31,837
2022 - 2026 30,470
2027 - 2031 15,520
Thereafier 14,274
Total $ 195,177

51



EAST JASPER SCHOOQOL DISTRICT
Notes to the Financial Statements
For the Year Ended June 30, 2011

Note 11 - Prior Period Adjustraents

A summary of significant fund balance adjustments is as follows:

Exhibit B - Statement of Activilics

Explanation Amount
1. An eror in recording a prior period asset or liability 5 (2478)
Totial $ (2,473)

Exhibi1 D - Siatement of Revenues, Expenditures and Changes in Fund Balances

Fund Explanation Amount

An error in recording a prior year asset or
General Fund liability $ (2,478)
Total $ (2,478)

Note 12 — Contingencies

Federal Grants — The School District has received federal grants for specific purposes that are subject to audit by the
grantor agencies. Entitlements to these resources are generally conditional upon compliance with the terms and
conditions of the grani agreements and applicable federal regulations, including the expenditure of resources for
allowable purposes. Any disallowances resulting from the grantor audit may become a liability of the School
District.

Litigation — The School District is party to legal proceedings, many of which occur in the normal course of
governmental operations. It is not possible at the present time to estimate the outcome or liability, if any, of the
School Distriet with respect to the various proceedings. However, the School District’s legal counsel believes that
ultimate liabitity resulting from these lawsuits will not have a material adverse effect on the financial condition of
the School District.

Note 13 — Risk Management

The School District is exposed to various risks of loss related to tons; theft of, damage 10 and destruction of assels;
errors and omissions; injuries to employees; and natural disasiers. The district carries commercial insurance for
these risks. Settled claims resuliing from these insured risks have not exceeded commercial insurance coverage in
any of the past three fiscal years,

Participation in Public Entity Risk Pool

The School District is a member of the Mississippi School Board Association Workers” Compensation Trust
(MSBAWCT). The trust is a risk-sharing pool; such a pool is frequently referred to as a self-insurance pool. The
trust consists of approximately 72 school districts and covers risks of loss arising from injuries to the members’
employees. The Mississippi Workers® Compensation Commission requires that an indemmnity agreement be
executed by each member in a workers’ compensation self-insurance pool for the purpose of jointly and severally
binding the pool and each of the employers comprising the group to meet the workers' compensation obligations of
each member. Each member of MSBAWCT contributes guarterly 1o a fund held in trust by Wells Fargo in Portland,
Oregon. The funds in the trust account are used to pay any claim up to $750,000. For a claim exceeding $750,000,
MSBAWCT has insurance which will pay the excess 1o 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 district would be required to pay for the deficiencies. On September 30, 2005, East Jasper School District
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was assessed an additional assessment of $8,466. The additional assessiment was paid in full as of June 30, 2011,
This and any other assessments are allowed to be repaid at a rate of 5% of their current premium per year until the
total assessment is fully paid as Jong as they continue as members. If a member leaves the pool, they must repay the
complete balance of the assessment within 1wo years in equal installments.

Note 14 ~ Trust Certificates

A trust agreement dated June |, 1994, was executed by and between the School District and Community Bank of
Ellisville, Mississippi, as trustees.

The trust agreement authorized the issuance of trust certificates in the principal amount of $600,000. Approximately
$590,000 was used to provide financing for the construction and renovation of school buildings and related facilities
and equipment (the “project”). The remainder of approximately $10,000 was used 1o pay the costs of issuance.

. The project is leased to the School District in accordance with the provisions of the Emergency School Leasing
Authority Act as described in Section 37-7-35 et seq., Miss. Code Ann. (1972). The lease represents a capital lease
under which ownership of the project will transfer (¢ the school district upon complete retirement of the trust
certificate. The School District is obligated to make lease payments to the trustee in an amount equal to the debt
service requirements for the trust centificates. The lease rental payments by the School District are used by the
trustee 10 pay the principal and interest payments due on the trust certificates.

It is not anticipated the project will have sufficient value to satisfy the certificates in the event the School District
defaults under the lease; therefore, the source of payment of the certificates is the responsibility of the District. See
Noie 6 for details regarding the debt service requirements on the trust certificates.

Using the guidance provided in Section 2100 of the Codification of Governmental Accounting and Financial
Reporting Stundards dealing with defining the reporting entity, the trust accounts created by this trust agreement
were deemed to constitute an inseparable part of the School District, Therefore, the assets, liabilities, equity,
revenues, expenditures, and other financing sourcesf/uses of the trust accounts created by this trust agreement are
part of the School District’s financial statements, thereby eliminating the effects of the lease agreement for financial
TEpOrting purposes.

Note 15 — Qualified School Construction Bonds

Section 1521 of the American Recovery and Reinvestment Act (ARRA) of 2009 provides for a scurce of capital at
no or minimal interest rates for costs incurred by certain public schools in connection with the constriction,
rehabilitation or repair of a public school facility or for the acquisition of land where a school will be built.
Tovestors receive Federal income tax credits at prescribed tax credit rates in lieu of interest, which essentially allows
state and local governments to borrow without incurring interest costs or to borrow at minimal rates.

The School District makes equal annual payments inte a sinking fund which is used to retire the bonds at
termination. The current maturity limit of tax credit bonds is |7 years, per the U.S. Treasury Department, Under
this program, ten percent of the proceeds must be subject to a binding commitment to be spent within six months of
issuance and 100% must be spent within three years. Up to two percent of bond proceeds can be used to pay costs
of issuance. No amounts were on deposit at June 30, 2011, in the sinking fund. The amount accumulated in the
sinking fund at thé end of the seventeen-year period will be sufficient to retire the debt. The following schedule
reports the annual deposits for the two bond series to be made to the sinking fund by the School District,

53



EAST JASPER SCHOOL DISTRICT
Notes to the Financial Statements
For the Year Ended June 30, 2011

Year Ending

June 30 Amount

2012 $ 82,000

2013 145,000

2014 147,000

2015 148,000

2016 149,000

2017-2021 765,000

2022-2026 764,000
Total $ 2,200,000

Note 16 — Subsequent Events

Events that occur after the Stalement of Net Assets date but before the financial statements are available to be issued
must be evalvated for recognition or disclosure. The effects of subsequent events that provide evidence about
conditions that existed al the Statement of Net Assets dale are recognized in the accompanying financial statements.
Subsequent events which provide evidence about conditions that existed after the Statement of Net Assels date
require disclosure in the accompanying notes. Management of the East Jasper School District evaluated the activity
of the district through May 18, 2012, and determined that the following subsequent event has occurred requiring
disclosure in the notes to the financial statements.

The School District issued a $37,783 shortfall note on August 4, 2011. This note was issued subsequent to a
shortfall in ad wvalorem tax vrevenues and other local revenues for the 2010-2011 vyear.
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Budgetary Coariso Scedule
General Fund
For the Year Ended June 30, 2011

Variances
Positive (Negative}
Budgeted Amounts Actual Original Final
Original Final (GAAP Basis) to Final to Actual
Revenues:
Local sources % 2911854 3,016,637 2,913,872 104,783 (102,7635)
State sources 4,305,645 3,817,380 3,780,078 (488,265) (37,302)
Federal sources 70,000 82.722 59,576 12,722 {23,146)
Total Revenues 7,287,499 6,916,739 6,753,526 370,760) (163,213)
Expenditures:
Instruction 4,024,01) 3,920,372 3,427,822 94,630 501,550
Support services 3,796.717 4,023,652 3,626,422 (226.935) 397,230
Noninstructional 5,851 9,993 8,199 {4,142) 1,794
Sixteenth section 1,310 1,310 0 0 1,310
Facilities acquisition and construction 0 10,487 0 (10,487) 10,487
Debt service:
Interest 14,720 14,720 14,720 0 0
Total Expenditures 7,842,609 7,989,534 7,077,163 {146,925) 912,371
Excess (Deficiency) of Revenues
over (under) Expenditures (555,110 (1.072,793) (323,637} {517,685} 749,158
Other Financing Sources (Uses):
Insurance loss recoveries 0 0 3,677 0 3,677
Other financing sources G 0 637 0 937
Operating transfers in 1,420,337 736,500 410,554 (692,837 (325,946)
Operaling transfers out {995,345) (416,666) (181,373) 578,679 235,293
Total Other Financing Sources {Uses) 433,992 319,834 233,795 (114,158) (86,039
Net Change in Fund Balances (121,118) (752.961) (89.842) {631,843) 663,119
Fund Balances:
July 1, 2010, as originally reported 1,208,558 1,208,558 1,208,558 0 0
Prior period adjustments (2,478) 0 (2,478)
July 1, 2010, as restated 1,208,558 1,208,558 1,206,080 0 (2.478)
June 30, 2011 $ 1,087,440 455,597 1,116,238 (631,843) 660,641
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EAST JASPER SCHOOL DISTRICT
Notes to the Required Supplemental Information
For the Year Ended June 30, 2011

Budeetary Comparison Schedule

M

(2)

Basis of Presentation

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

Budget Amendments and Revisions
The budget is adopted by the School Board and filed with the taxing authority. Amendments can be made
on the approval of the School Board. By statute, final budget revisions must be approved on or before

Qctober 15. A budgetary comparison is presented for the General Fund consistent with accounting
principles generally accepted in the United States of America.

59



EAST JASPER SCHOOL DISTRICT
(This page left blank intentionally)

60



SUPPLEMENTAL INFORMATION

61



EAST JASPER SCHOOL DISTRICT

(This page left blank intentionally)

62



East Jasper School District
Supplemental Tnformation

Schedule of xpitures Federal Awards
For the Year Ended June 30, 2011

Catalog of
Federal
Federal Grantor/ Domestic
Pass-through Grantor/ Assistance Federal
Program Title Nao, Expenditures
U.S. Department of Agriculture
Passed-through Mississippi Department of Education:
Child nutrition cluster:
School breakfast program 10.553 § 227,967
National school lunch program 10.555 492 488
Summer food service program for children 10.559 14,543
Total child nutrition cluster 734,598
Fresh fruit and vegetable program 10.582 6,478
Total U.S. Department of Agriculture 741,476
Federal Communications Commission
Administered through the Universal Service Administrative Company:
The schoots' and libraries program of the universal service fund 32.xxx 162,116
Total Federal Comununications Commission 162,116
U.S. Department of Education
Passed-through Mississippi Departnient of Education:
Safe and drug-free schools and communities- state grants 84.186 9,085
Twenty-first century community learning center 84.287 180,439
Reading first state grants 84.357 80,828
Rural education 84.358 26,104
Improving teacher quality - state grants 84.367 97,422
ARRA - Education 1echnology state grants, Recovery Act 84.386 203,821
Subtotal 597,699
Title [ cluster:
Title 1 grants to local educational agencies 84.010 483,156
ARRA - Title I grants to local educational agencies, Recovery Act 84.389 69,979
Total Title I cluster 553,135
Special education cluster:
Special education - grants to states 84.027 253,304
Special education - preschool grants 84.173 3,526
ARRA - Special education grants to states, Recovery Act 84.391 83,041
ARRA - Special education - preschool grants, Recovery Act 84.392 872
Total special educaiion cluster 340,743
State Fiscal Stabilization Fund cluster:
ARRA - State Fiscal Stabilization Fund - Education state grants, Recovery Act 84.3%4 251,279
Total State Fiscal Stabilization Fund cluster 251,279
ARRA - Education Jobs Fund, Recovery Act 84.410 187,640
Total U.S. Department of Education 1,930.496
U.S. Department of Health and Human Services
Passed-through the Mississippi Department of Education:
Medical assistance program 93.778 12,722
Total U.S. Department of Health and Human Services 12,722
Total for All Federal Awards ) 3 2,846,810
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EAST JASPER SCHOOL DISTRICT

Suippltemental nfommaion
Schedule of Expendilures of Federal Awards
For the Year Ended June 340, 2011

NOTES TO SCHEDULE

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

2. The expenditure amounts include ransfers out.

3. The pass-through entities did not assign identifying numbers to the school district.
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East Jaserhl Districl

Supplemenial Information

Scheduie of Instructional, Administrative and Other Expenditures - Governmenta Funds .
For the Year Ended June 30, 2011

[nstruction and

Other Student
[nstructional General Schoal
Expenditures Total Expendilures Administration Administration Other
Salaries and fringe benefits ;3 6,964,497 4,491,003 670,609 367,835 1,435,050
Other 0,879,277 839,932 147,712 48,084 8,843,549
Total S 16,843,774 5,330,935 818,321 415919 10,278,599
Total number of students * 1,014
Cost per student  § 16,611 5,257 807 410 10,137

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

Instruction and Cther Student Instructional Expenditures - includes the activities dealing directly with the interaction berween
teachers and students. Included here are the activities of teachers, teachers aides or classroom assistants of any type.

General Administration - includes expenditures for the following functions: Suppor! Services - General Administeation and
Support Services - Business.

School Administration - includes expenditures for the following function: Support Services - School Administration.

Other - includes all expenditure functions not included in Instruction or Administration Categories.

* 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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East Jasper School District

Other Information

Statement of es, Eenditures and Chan esin Fund Balances

General Fund
Last Four Years
UNAUDITED
2011 2010* 2009% 2008*
Revenues:
Local sources $ 2,913,872 2,696,072 2,636,378 2,467,823
State sources 3,780,078 4,202,068 4,878,613 5,342,485
Federal scurces 59,576 189,736 508,133 37,786
Total Revenues 6,753,526 7.007,876 8,023,124 7,848,094
Expenditures:
Instruction 3,427,822 3,760,987 4,197,958 4,208,219
Support services 3,626.422 3,542,770 4,005,847 3,986,151
Noninstructional services 8,199 14,928 13,664 5,101
Facilities acquisition and construction 3,399
Sixteenth section 1,125 1,780 31
Debt service:;
Principal 7,157 13,720
Interest 14,720 17,183 19,715 22,708
Total Expenditures 7,677,163 7,336,993 8,246,121 8,239,329
Excess (Deficiency) of Revenues
over (under) Expenditures {323,637) (239,117) (222,997) (391,235)
Other Financing Sources (Uses):
Insurance loss recoveries 3,077 4,296 12,280
Proceeds of shortfall notes 176,167
Proceeds of loans 278,076
Cperating transfers in 410,554 366,225 470,806 202,930
Other financing sources 937
Operating transfers out (181,373) (195,539) (89,763) {258,918)
Total Other Financing Sources (Uses) 233,795 346,853 385.339 234,368
Net Change in Fund Balances (89,842 107,736 162,342 (156,867)
Fund Balances:
Beginning of period, as originally reported 1,208,558 1,056,566 861,500 1,003,138
Prior period adjustments (2,478) 44,256 32,724 15,229
Beginning of period, as restated 1,206,080 £,100,822 894,224 1,018,367
End of Period % 1,116,238 1,208,558 1,056,566 861,500

*SOURCE - PRIOR YEAR AUDIT REPORTS

69



tateent o enues, en and Cha s i
All Governmental Funds

Last Four Years
UNAUDITED

Revenues:
Local sources
State sources
Federal sources
Sixteenth section sources
Total Revenues

Expenditures:
Instruction
Support services
Noninstructional services
Sixteenth section
Facilities acquisition and construction
Debu service:
Principal
Interest
Cther
Total Expenditures

Excess (Deficiency) of Revenues
over (under) Expenditures

Other Financing Sources (Uses):
Proceeds of QSCB Bonds
Proceeds of three mill notes payable
Proceeds of shortfall notes
Proceeds of general obligation bonds
Proceeds of loans
Insurance loss recoveries
Operating transfers in
Other financing sources
QOperating transfers out

Total Other Financing Sources (Uses)

Net Change in Fund Balances

Fung Balances:

Beginning of period, as originally reported
Prior period adjustments

Beginning of period, as restated

Increase (Decrease) in reserve for inventory

End of Period

*SOURCE - PRIOR YEAR AUDIT REPORTS

2011 2010% 2009+ 2008*
3,941,048 3,709,613 2,780,681 2,539,993
4,183,856 4,601,518 5,260,607 5,724,178
2,769,547 2,498,215 2,193,020 2,104,344

678,442 345,769 294,689 575,960

11,572,893 11,155,115 10,528,997 10,944,475
4,904,270 5,076,990 4,963,870 5,150,365
4,564,293 4,110.166 4,474,609 4,688,794

708,642 733,964 762,200 758,265

112,714 78,021 33,295 221,466
5,230,569 3,231,586 287,413 170,655
754,591 480,346 181,947 160,540
536,073 556,025 101,221 110,666
32,622 4,024 77,827 1,300

16,843,774 14,271,122 10,882,382 11,262,051

(5.270,881) (3.116,007) (353.385) (317,576)
2,200,000

225,000

176,167
10,000,000
278,076
3,677 4,296 12,280
662,564 641,864 1,030,162 461,848
5,181 3,274 3,060

(662,564) (641,864) (1,030,162) (461,848)

2,433,858 179,441 10,007,356 290,356
(2,837.023) (2,936,566) 9,653,971 (27,220)
12,816,549 15,705,984 6,023,174 6,036,277

(2,478) 46,943 29,335 14,311
12,814,071 15,752,927 6,052,509 6,050,588
663 188 (496) (194)
9,977,711 12,816,549 15,705,984 6,023,174

70



REPORTS ON INTERNAL CONTROL AND COMPLIANCE

71




EAST JASPER SCHOOL DISTRICT

(This page left blank intentionally)

72



Suzanne E. Smith, CPA, PLLC
Certified Public Accountant
P. O. Box 7124 » Meridian, MS 39304

Accounting and Auditing Services Telephone: 601-482-8040
Email: sesmithcpa@msn.com Cell: 601-938-5717
Member MSCPA

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON COMPLIANCE AND
OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED N
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

To the School Board
East Jasper School District

We have audited the financial statements of the governmental activities, each major fund, and the aggregate
remaining fund information of East Jasper School District, as of and for the year ended June 30, 2011, which
collectively comprise the East Jasper School Dislrict’s basic financial statements and have issued our report thereon
dated May 18, 2012. We conducted our audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government Auditing Standards.
issued by the Comptroller General of the United States.

Internal Control Over Financial Reporting

Management of the East Jasper School District is responsible for establishing and mainlaining effective Internal
Control over financial reporting. In planning and performing our audit, we considered East Jasper School District’s
internal control over financial reporting as a basis for designing our auditing procedures for the purpose of
expressing our opinion on the financial statements, but not for the purpose of expressing an opinion on the
effectiveness of East Jasper School District’s internal control over financial reporting. Accordingly, we do not
express an opinion on the effectiveness of East Jasper School District’s internal control over financial reporting.

A deficiency in internal control exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct
misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in internal
control such that there is a reasonable possibility that a material misstaternent of the emity's financial statements will
not be prevented. or detected and corrected on a timely basis.

Our consideration of internal control over financial reporting was for the limited purpose described in the first
paragraph of this section and was not designed to identify all deficiencies in internal control over financial reporting
that might be deficiencies, significant deficiencies, or material weaknesses. We did not identify any deficiencies in
internal control over financial reporting that we consider 10 be material weaknesses, as defined above.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether East Jasper School District’s financial statements are free
of material misstatemem, we performed tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements, noncompliance with which could have a direct and material effect on the
determination of financial statement amounts, However, providing an opinien on compliance with those provisions
was not an objective of our audit, and accordingly, we do not express such an opinjon. The resulis of our 1ests
disclosed no instances of noncompliance or other matters that are required to be reported under Goverament
Audiring Standards.

This repon is intended solely for the information and use of management, City Council, others within the entity, 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.

Qs Vit

Suzanne E. Smith, CPA
May 18, 2012
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Suzanne E. Smith, CPA, PLLC
Certified Public Accountant
P. Q. Box 7124 » Meridian, MS 39304

Accounting and Auditing Services Telephone: 601-482-8040
Email: sesmithcpa@msn.com Cell: 601-638-5717
Member MSCPA

INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE WITH REQUIREMENTS
THAT COULD HAVE A DIRECT AND MATERIAL EFFECT ON EACH MAJOR PROGRAM AND ON
INTERNAL CONTROL OVER COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133

To the School Board
East Jasper School District

Compliance

We have audited East Jasper School District’s compliance with the types of compliance requirements described in
the OMB Circular A-133 Compliance Supplement that could have a direct and material effect on each of East Jasper
School District’'s major federal programs for the year ended June 30, 2011. East Jasper School District’s major
federal programs are identified in the surnmary of auditor’s resulis section of the accompanying schedule of findings
and questioned costs. Compliance with the requirements of laws, regulalions, contracts, and granis applicable to
each of its major federal programs is the responsibility of East Jasper School District’s management. Our
responsibility is to express an opinion on East Jasper School District's compliance based on our audit,

We conducted our audit of compliance in accordance with auditing standards generaily accepted in the United States
of America; the standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States; and OMB Circular A-133, Audits of States. Local Governments, and Non-
Profit Organizations. Those standards and OMB Circular A-133 require that we plan and perform the audit to obtain
reasonable assurance about whether noncompliance with the types of compliance requirements referred to above
that could have a direct and material effect on a major federal program occurred. An audit includes examining, on a
test basis, evidence about East Jasper School District’s compliance with those requiremenis 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 dees not provide a legal determination of East Jasper School District’s compliance
with those requirements.

In our opinion, East Jasper School District, complied, in all material respects, with the compliance requirements
referred 1o above that could have a direct and matenial effect on each of its major federal programs for the year
ended June 30, 2011. However, the results of our auditing procedures disclosed instances of noncompliance with
thase requirements, which are required to be reported in accordance with GMB Circular A-133 and are described in
the accompanying schedule of findings and questioned costs as Finding 2011-01 and Finding 2011-02.

Internal Control over Compliance

Management of East Jasper School District is responsible for establishing and maintaining effective internal control
over compliance with the requirements of laws, regulations, contracts, and grants applicable to federal programs, 1n
planning and performing our audit, we considered East Jasper School District’s inlernal control over compliance
with the requirements that could have a direct and material effect on a major federal program to determine the
auditing procedures for the purpose of expressing cur opinion on compliance aod to test and report on inlernal
control over compliance in accordance with OMB Circular A-133, but not for the purpose of expressing an opinion
on the effectiveness of internal control over compliance. Accordingly, we do not express an opinion on the
effectiveness of East Jasper School District’s internal control over compliance.
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A deficiency in internal control over compliance exists when the design or operation of a control over compliance
does not allow management or employees, in the normal course of performing their assigned functions, to prevent,
or detect and correct, noncompliance with a type of compliance requirement of a federal program on a timely basis,
A material weakness in internal controf aver compliance is a deficiency, or combination of deficiencies, in internal
control over compliance, such thai there is a reasonable possibility that material noncompliance with a type of
compliance requirement of a federal program will not be prevented, or detected and corrected, on a timely basis.

Qur consideration of internal control over compliance was for the limited purpose described in the first paragraph of
this section and was not designed to identify all deficiencies in internal control over compliance that might be
deficiencies, significant deficiencies or material weaknesses, We did not identify any deficiencies in internal control
over compliance thal we consider to be material weaknesses, as defined above. However, we identified certain
deficiencies in internal conirol over compliance that we consider 1o be significant deficiencies as described in the
accompanying schedule of findings and questioned costs as items Finding 2011-01 and Finding 2011-02. A
significant deficiency in internal control over complianee is a deficiency, or a combination of deficiencies, in
internal control over compliance with & type of compliance requirement of a federal program that is less severe than
a material weakness in internal control over compliance, yet itnportant enough to merit attention by those charged
with governance.

The East Jasper Schoot Districts responses to the findings identified in our audil are described in ihe accornpanying
Auditee’s Corrective Action Plan. We did not audit the East Jasper School District’s responses and, accordingly, we
express no opinion on the responses.

This report is intended solely for the information and use of management, the School Board, others within the entity,
federal awarding agencies, and pass-through entities ang is not intended to be and should not be used by anyone
other than these specified parties.

LnOa.fuu. ) bl
uzanne E. Smith, CPA
May 18, 2012
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Suzanne E. Smith, CPA, PLLC
Certified Public Accountant
P. (). Box 7124 = Meridian, MS 39304

Accounting and Auditing Services Telephone: 601-482-8040
Email: sesmithcpa@msn.com Cell: 601-938-5717

Member MSCPA
INDEPENDENT AUDITOR’S REPORT
ON COMPLIANCE WITH STATE LAWS AND REGULATIONS

Superintendent and School Board
East Jasper School District

We have audited the financial statements of the governmental activities, each major fund, and the aggregate
remaining fund information of the East Jasper School District as of and for the year ended June 30, 2011, which
collectively comprise East Jasper School District’s basic financial statements and have issued our repon thereon
dated May 18, 2012. We conducted our audit in accordance with auditing standards generally accepted in the
United States of America and the standards applicable 10 financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the Uniled States,

Section 37-9-18(3)(a), Miss. Code Ann. (1972), states in pan, “the auditor shall test 1o insure that the School District
is complying with the requirements of Section 37-61-33(3)(a)(ii1), Miss. Code Ann. (1972), relating to classroom
supply funds.” As required by the state legal compliance audit program prescribed by the Office of the State
Auditor, we have also performed procedures to test compliance with certain other state laws and regulations.
However, providing an opinicn on compliance with all state laws and regulations was not an objective of our audit
and, accordingly, we do not express such an opinion,

The results of our procedures performed to test compliance with the requirements of Section 37-61-33(3)(a)(iii),
Miss. Cade Ann, {1972), disclosed no instances of noncompliance, The district reported $1,778 of classroom supply
funds carcied over from previous vears.

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 Jevel. The audit must include a report showing the correct and appropriate functional level
expenditure codes in expenditures by the Schoo] District.”

The results of cur procedures performed 1o test compliance with the requirements of Section 37-9-18(3)(b), Miss.
Code Ann. (1972), disclosed ne instances of noncompliance related to incorrect or inappropriate functional level
expenditure coding.

As required by the state legal compliance audit program prescribed by the Office of the State Auditor, we have also
performed procedures to test compliance with certain other state laws and regulations. However, providing an
opinion on compliance with all state taws and regulations was not an objective of ocur audit and, accordingty, we do
not express such an opinion.

The results of procedures performed to test compliance with certain other state laws and regulations and our audit of
the financial statements did not disclose any instances of noncompliance with other state laws and regulations.

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.

qubmr. Mkl

Suzanne E, Smith, CPA
May 18, 2012
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SCHEDULE OF FINDINGS AND QUESTIONED COSTS

Section I: Summary of Auditor’s Results

Financial Statements:

1. Type of auditor’s report issued: Unqualified

2. Iniernal control over financial reporting:

a. Material weakness(es) identified? (Yes/No) No
b. Significant deficiency(ies) identified? {Yes/None reported) None reporied
3.  Noncompliance material to financial statements noted? (Yes/No) No

Federal Awards:

4. Internal control over major programs:

a. Maitedal weakness{es) identified? ({Yes/No) No

b. Significant deficiency(ies) identified? (Yes/None reported) Yes
5. Type of auditor’s report issued on compliance for major programs: Unqualified
6.  Any audit findings disclosed that are required to be reported in accordance with Yes

Section 510(a) of OMB Circular A-1337  (Yes/No)

7. ldemification of major programs:
CEFDA Number Award
Title [ Cluster:
84.010 Title T grants to local educational agencies

84.389 Title I grants to local educational agencies, recovery act

Special Education Cluster:

84.027 Special education — grants to states

84.173 Special education — preschool grants

84.391 Special education — grants to states, recovery act
84.392 Special education — preschool grants, recovery act

State Fiscal Stabilization Fund (SFSF) Cluster:

84.394 State Fiscal Stabilization Fund — Education state grants, recovery act
84.386 Education Technology State Grants, recovery act
84,410 Education Jobs Fund, recovery act

8.  Dollar threshold used to distinguish between type A and type B programs: $300,000
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9. Auditee qualified as low-risk auditee? (yes/no) No

Section I: Financial Statement Findings

The results of our tests did not disclose any findings related to the financial statements that are required to be
reported under Government Auditing Standards.

Section IMI: Federal Award Findings and Questioned Costs

Significant Deficiencies not Considered to be Material Weaknesses nor Material Noncompliance

Finding 2011-01. Title I grants to local educational agencies. 84.010. Special Tests and Provisions -
Schoolwide Programs {LEAs).

Finding: A school participating under Title I, Part A may, in consultation with its Jocal educational authority, use its
Title 1, Part A funds, along with funds provided from identified Federal programs and state and local funds, to
upgrade the school’s entire educational program in a schoolwide program. At least 40 percent of the children
enrolled in the school or residing in the schoo! attendance area for the initial year of the schoolwide program must
be from low income families, The LEA js required to mainiain records 1o demonsirate compliance with this
requirement. To operate a schoolwide program, a school must include the following three core elements:

1. Comprehensive needs assessment of the entire schocel;

2. Comprehensive plan based on data from the needs assessment; and

3. Apnual evaluation of the results achieved by the schoolwide program and revision of the schooiwide plan
based on that evaluation.

The district was unable to provide documentation to prove that such a complete needs assessment, comprehensive
plan, or evaluation of the resulis achieved by the plan were performed for the 2010-2011 year. Record retention is
an important part of the internal controls surrounding compliance with federal award programs. Federal program
adminisiration cited a change in school level administration as a reason for the plan not being fully developed or for
a comprehensive needs assessment not being fully performed. There was ne district level monitoring to ensure that
the requirements in Special Tests and Provisions — Schoolwide Programs were being met.

Recommendation: We recommend that the district develop, for each school site operating under a schoolwide plan,
the required annual comprehensive needs assessment and plan and an annual evaluation of the results achieved by
the schoolwide program.

Finding 2011-02. Title I grants to local educational agencies. 84.010. Allowable Costs/Cost Principles.

Finding: An expenditure in the amount of $1,631.12 was made for a repair to a school district bus and charged 1o
the Title [ grant. A line item was approved by the Mississippi Department of Education for repairs to buses in this
grant. OMB Circular A-87 requires that expenditures charged 1o federal award programs be allocable to those
awards. A cost is allocable to a particular cost objective if the goods or services involved are chargeable or
assignable to such cost objective in accordance with relative benefits received. The bus was used during the year 10
transport siudents on regular routes and on routes for extended day or Salwrday schoel instructional times. While the
extended day or Saturday school activities were federal award activities, there was no method esiablished 1o
correlate the federal program use of the bus charges made to the repairs financed by the Title | award.

Recommendation: We recommend that the district charge an amount per mile for all extended day or extended year
use of district buses when buses are used in conjunction with Title T program activities. This amount wilt ensure
allocable charges to the Title T award. The per mile amounts charged to the Tile I award should be the same as the
per mile amounts charged to non-federal activities.
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Finding 2011-01, Title | grants o local edueational agencies. 84.010. Special Tests and Provisions ~
Schoolwide Programs (LEAs).

A. Correclive actlon will be taken: The East Jasper School Bistrict will ensure that comprehensive
needs assessments of cach schoo! will be conducted yearty and in a timely manner. Principal
lrainings have been provided during the FY11-12 school term and will be conducted annuatly at
ihe beginning of each fiscal year to assure that principals, whether novice or veteran, will be
competent in collecting and retaining the necessary dala for developing its schoolwide plan,

B. Who is responsible: The federal programs direcior and the principal at each school will be
responsible.

C. When will the plan be implemented? Implementation began duving the FY11-12 school year
and will continue cach year to ensure Ihat comprehensive needs assessmends are conducted
annually and all records are retained.

Flnding 2011-02. Title T grants la local edgcational agencies. 84.010. Allowable Casts/Cost Principles.

A. Corrective actlon will be taken: In the future, the district wili calenlate on a pro-rata share in
atlocating cost ingurred throngh the operation of the program,

B. Who is responsible; Dircctor of Federal Programs and Lhe Direclor of Finance will be
responsible.

C. Wien will the plan be implemented? lumediately.
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SUMMARY OF PRIOR YEAR FINDINGS 191

$ection il Findrngs:
Significont Daficigncy identifisd phat s conslderod to be a materip) weokness;

Findlng 2010-01:
Weaaknessas surrounding Shge s Activity Fung Fundralsers

Qurrent Year Disposition:

Inrespanse to the finding i the 20028-2010 audit sutlining weaknesses surrounding studant activicy
fundralsers, the district took the following sction:

L. The district &mplopad the use pf an ourtcide consultant who is an expert in comral systems and
design 10 review the curren: system susrounging fundrnsing activirles,

2. The distict implemented worksheets that will be used to adeguately accoums for each

fundralsing acrivity, providing an [ngdependent verlflcatlon by centraf offlce of the profit eamed

on each.

Such new cantrols wers Introducad to the staff In an agminlsir atars’ meesing.

4. The District revised boand policies DEFA "student Activities Fund Management” and OFFB
“Fundraisers by PrincIpals and Yeschers.”

b ad

The contrpls implemerned will serve to push the risks associated with student activity fundmisers va an
atcaptable level,

Slgnificany deficencies identified thot are not considered to be morarial weoknesses:

Finding 2030-01:
Weaknpsses Surfounding Athletic Gate Recalpis

Current Year Disposition:

L The district emoloyed the vse ¢F an ouwtslde consultant who I an expert in contrgl systems and
design to review the current syi-em sarfounding the coliectlon of gate cageipts,

Z. The district refined warksheats that will be vsed to adequetzly acoaunt far ezch gate recsipt

and cencessian stand sulls, providing an [ndependant vedication by central ofioe of the profit

earngd on gach,

Sach new cortrols wena intreduced 30 the s¢aff In an adminlstretors” meeting.

4. The District revised bopard palioes DFF& "Student Activities Fund Maragement” and DFD,
“Ravanues from Gata Recelots and Acmlsslons.”

ld

The controls Implemented will sgrve ta pash the risk associated with student activity gate receipts toan
accepatable level

Handle the Wamen of Solecationed Soealloser and Sohool Uil
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