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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@misn.com Cell: 601-938-5717
Member MSCPA

Superintendent and School Board
Hattiesburg Public School District

We have audited the accompanying financial statements of the governmental aetivities, each major fund, and the
aggregate remaining fund information of the Hatliesburg Publie School District as of and for the year ended
June 30, 2011, which eollectively comprise the Hattiesburg Public School District’s basic financial statements as
listed in the table of contenis. Thesc financial stalements are the rcsponsibility of the Hattiesburg Public School
District’'s managemeni. Our responsibility is to express opinions on these financial statements based on our audit.

We conducled onr audit in aceordance with auditing standards generally accepted in the Uniled States of America
and the standards applicable to financial audils conlained in Government Auditing Standards, issued by the
Comptroller General of the United States, Those standards require that we plan and perform the audit to obrain
reasonable assurance aboul whether the financial statements are free of material misstatement, An audit includes
consideration of internal 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 reporling. Accordingly, we express no such opinion. An audit also includes
examining, on a test basis, cvidence supporting the amounts and disclosures in the financial statements, assessing the
accounting principles used and significant estimates made by management, as well as evaluating the overall
financial statement presentation. We believe that our audit provides a reasonablc 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 Hattiesburg Public 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 January 17, 2012, on our
consideration of the Hattiesburg Public 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 testing of internal control over financial reporting and
eompliance 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 audit performed in accordance with Government Auditing
Standards and should be considered in assessing the results of our audit.

Accounting principles generally accepled in the United States of America require that the management’s discussion
and analysis and budgetary eomparison information be presented to supplement the basic financial statements. Such
information, although not a pan of the basie financial statements, is required by the Governmental Accounting
Standards Board, who considers it to be an essential part of financial reporting for placing thc basic financial
statemcnts in an appropriate operational, economic, or histerical context. Wc have applied certain limited proccdures
to the requircd supplemental information in accordance with auditing standards generally accepted in the United
States of America, which consisted of inquiries of managemecnt about the methods of preparing the information and
comparing the information for consistency with management's responses to our inquiries, the basic financial
statemcnts, and other knowledge we obtained during our audit of the basic financial statements, We do not express
an opinion or provide any assurance on the information because the limited procedures do not provide us with
sufficicnl evidence to express an opinion or provide any assurance.

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise
the Hattiesburg Public School District’s basic financial statements. The accompanying Schedule of Expenditures of
Federal Awards and the Schedulc of Instructional, Administrative and Other Expenditures for Governmental Funds
are presented for purposes of additional analysis and are not a required pan of the basic financial statements. Such
information is the responsibility of management and was derived from and relates directly to the underlying
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accounting and other reeords used to prcpare the financial statements. The information has been subjected to the
auditing procedures applied in the audit of the basic finaneial statements and certain additional procedures, including
comparing and reconciling such information directly to the underlying 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. In our opinicn, 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 Hattiesburg Public School District’s basic financial statements. The other information section, which includes
the Statement of Revenues, Expenditures and Changes in Fund Balances—General Fund, Last Four Years and the
Statement of Revenues, Expenditures and Changes in Fund Balances—All Governmental Funds, Last Four Years, is
presented for purposes of additional analysis as required by the Mississippi Department of Education and is not a
required part of the basic financial slatements. Such information has not been subjected to the auditing procedures
applied in the audit of the basic finaneial statements and, accordingly, we do not express an opinion or provide any
assurance on it,

qf'*ﬂoam Qo

Suzanpe E. Smith, CPA

January 17, 2012
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HATTIESBURG PUBLIC SCHOOL DISTRICT
Management’s Discussion and Analysis
For the Year Ended June 30, 2011

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

FINANCIAL HIGHLIGHTS

= Total net assets for 201! increased $1,712,907, including a prior period adjusiment of $68,870, which
represents a 9.45% increase from fiscal year 2010, Total net assets for 2010 decreased $813,226,
including a prior period adjustment of ($11,637), which represents a 4.30% decrease from fiscal year 2009,

& (General revenues amounted to $37,649,767 and $37,656,183, or 75.55% and 76.13% 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 $12,185971, or 24.45% of towal revenues for 2011, and
$11,805,333, or 23.87% of totat revenues for 2010.

» The District had $48,191,701 and $50,263,105 in expenses for fiscal years 2011 and 2010; only
$12,185,971 for 2011 and $11,805,333 for 2010 of these expenses was offset by program specific charges
for services, grants and contributions. General revenues of $37,649,767 for 2011 were adequate to provide
for these programs. General revenues of $37,656,183 for 2010 were not adequate to provide for these
programs.

= Among major funds, the General Fund had $33,382,225 in revenues and 332,241,878 in expenditures for
2011, and $33,728,885 in revenues and $33,765,241 in expenditures in 2010. The General Fund’s fund
balance increased by $1,404,019, including a prior period adjustment of $59,919 and a decrease in a
reserve for inventory of $4,825, from 2010 to 2011, and decreased by $887,013, including a decrease in
reserve for inventory of $9,109, from 2009 to 2010.

s (Capital assets, net of accumulated depreciation, increased by $1,637,922 for 2011 and decreased by $8,085
for 2010. The increase for 2011 was due primarily to work performed on construction contracts and the
purchase of mobile equipment.

* Long-term deby, including the liability for compensated absences, increased by $2,581,623 for 2011 and
increased by $1,222,408 for 2010. This increase for 2011 was due primarily to the issuance of $3,000,000
in Qualified school construction bonds. The liability for compensated absences increased by a net of
$15,190 for 2011 and increased by $33,612 for 2010,

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis serves as an introduction 10 the District’s basic financial statements, which include
govemnment-wide financial statements, fund financial statements, and notes to the financial statements. This report
also contains required supplemental information, supplemental information, and other information.

Government-wide Financial Statements

The government-wide financial statements are designed t¢ provide the reader with a broad overview of the District’s
finanees. These statements consist of the Statement of Net Assets and the Statement of Activities, which are
prepared using the flow of economic rescurces measurement focus and the accrual basis of aceounting. The current
year's revenues and expenses are laken 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 reported as “net assets.” Over lime, increases or decreases in the District’s net assets
may serve as a useful indicator of whether its financial position is improving or deteriorating.

The $tatement of Activities presents information showing how the District’s net assets changed during the most
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HATTIESBURG PUBLIC SCHOOL DISTRICT
Management’s Discussion and Analysis
For the Year Ended Junc 30, 2011

recent fiscal year. All changes in net assets are reporied as soon as the underlying event giving rise 1o the change
occurs, regardless of the timing of related cash flows. Thus, revenues and expenses are reported in this statement for
some iterns that will only result in cash flows in future fiscal periods.

The government-wide financial statements outline functions of the District Lhat are principalty supporied by property
taxes and intergovernmental revenues (governmental aclivities). The governmental activities of the District include
inslruelion, supporl services, non-instructional, sixleenth section and interest on long-term liabilities.

Fund Financial Statements

A fund is a grouping of related accounts thart is used to maintain control over resources that have been segregated for
specific activities or objectives, The District uses fund accounling to ensure and demonstrate eompliance with
finance-related legal requirernents. All of the funds of the District can be divided into two eategories: governmental
funds and fiduciary funds.

Governmental funds —~ Most of the District’s general activities are reported in its governmental funds.
Governmental funds are used to account for essentially the same functions reporied as govemmental
activities in the government-wide financial stalements. However, governmental funds are accounted for
using the modified accrual basis of accounting and the flow of current financial resonrces measurement
foeus. The approach focuses on near-term inflows and outflows of spendable resources, as well as balances
of spendable resources available at year end. The govermmental fund statements provide a detailed view of
the District’s near-term financing requirernents.

Because the focus of governmental funds is narrower than that of the govemmenl-wide financial
statements, it is useful to compare the information presented for governmental funds with similar
informarion presented for governmental activities in the government-wide financial statements. By doing
s0, the reader may gain a better understanding of the long-term impact of the Districl’s near-term financing
decisions. The governmental funds Balance Sheel is reconeiled to the Statement of Net Assels, and the
governmental funds Statement of Revenues, Expenditures, and Changes in Fund Balances is reconciled ro
the Statement of Activities to facililate this comparison hetween governmental funds and governmental
activities.

The District maintains individual governmental funds in aceordanee with the Financial Accounting Manual
Jor Mississippi Public School Districts. Information is presented separately in the governmental funds
Balance Sheet and in the governmental funds Statement of Revenues, Expenditures, and Changes in Fund
Balances for all major funds. All non-rajor 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 paries outside
the District. Fiduciary funds are not reflected in the govermment-wide finaneial statements because
resourees of those funds are not available to support the District’s own programs. These funds are reported
using the accrual basis of aceounting. The School District is responsible for ensuring that the assets
reporied in these funds are used for their intended purpose.

Reconciliation of Government-wide and Fund Financial Statements

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

Capiral assets used in governmental activities are not reported on governmental funds financial statements.

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

Bond and note proceeds result in liabilities on government-wide financial statements, but are recorded as
other financing sonrces on the governmental funds financial siaternents.
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HATTIESBURG PUBLIC SCHOOL DISTRICT
Management’s Discussion and Analysis
For the Year Ended June 30, 2011

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.

Notes to the financial statements

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

Required Supplemenial 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.

Supptemental Information

Additionally, a Schedule of Expenditures of Federal Awards as required by OMB Cireular 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 part of the basic financial statements, the Statement of Revenues, Expenditures and
Changes in Fund Balances—eneral 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 Department of Education.

GOVERNMENT-WIDE FINANCIAL ANALYSIS

Net assets

Net assets may serve over time as a useful indicator of the District’s financial position. Assets exceeded liabilities
by $19,822,058 as of June 30, 2011,

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.

13



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

Table 1 presents a summary of the Disirict’s net assets at June 30, 2011 and June 30, 2010.

The

Changes in net assets

The District’s total revenues for the fiscal years ended June 30, 2011 and June 30, 2010 were $49,835,738 and
$45.461,516, respectively. The total cost of all programs and secvices was $48,191,701 for 201 1and $50,263,105

Current assets
Restricted assets
Capital assets, net

Total assets

Current habilities

Long-termdebl outstanding
Total liabilities

Nel assets:

Invested in capital assets, net of

related debt
Restricted
Unrestricted

Tatal nel assets

Table 1
Condensed Statement of Net Asaets
Percentage
June 30, 2011 June 30,2010 Change
13,123,953 11,603,690 1310 %
3,902,261 3,694,823 561 %
28,136,471 26,498,549 6.18 %
45,162,685 41,797,062 8.05 %
1,665,261 2,594,168 -3581 %
23,675,366 21,093,743 12.24 %
25,340,627 23,687,911 698 %
12,588,535 12,264,080 265 %
6,617,343 5,730,708 1547 %
616,180 114,366 438.78 %
19,822,058 § 18,109,151 9.46 %

following are significant current year transactions that have had an impact on the Statcment of Net Assets,

Increase in net capital assets in the amount of $1,637,922.
The issuance of $7,905,000 in notes payable and refunding bonds payable.
The issuance of $3,000,000 in Qualified school construction bonds.

The principal retirement of $8,338,513 of long-term debt, which includes the current refunding of $785,000
of outstanding general obligation bonds and an advance refunding of $5,415,000 of outstanding general
obligation bonds,

*  The increase in current assets of $1,520,263, resulling primarily from an increase in cash on hand in capilal

projects funds when construction bonds were issued.

for 2010,
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HATTIESBURG PUBLIC SCHOQL DISTRICT
Management’s Discussion and Analysis
For the Year Ended June 30, 2011

Table 2 presents a summary of the changes in net assets for the fiscal years ended June 30, 2011 and June 30, 2010.

Table 2
Changes in Net Assets
Year Ended Year Ended Percentage
June M, 2011 June 30, 2010 Change
Revenues:
Program revenues:
Charges for services b3 464,351 b3 466,274 040 %
Operaling pranus and contributions 11,435,791 11,083,437 18 %
Capital grants and contribullons 285,829 255,622 1182 %
General revenues:
Property Laxcs 18,112,332 17,457,608 75 %
(imants and conlributons not restricted 18,983,565 19,668,762 (3.48) %
Invesiment carnings 267,702 358,174 (25.26) %
Sixteenth section sources i73.114 68,798 15163 %
Other 113,054 102,841 993 %
Total revenues 49,835,738 49,461,516 0.76 %
Expenses:
Instruclon 25,324,616 15859613 (2.07) %
Support services 19,016,835 20,519,502 (7.32) %
Non-insuructional 3111471 3.110716 002 %
Sixteenth seclion 36,246 24312 49.09 %
Interest 702,533 745,045 (5.71) %
Other 35917 {100.00) %
Total expenses 48,191,701 50,263,105 412) %
Increase (Decrease) In net assets 1,644,037 (801,589) {M5.10) %
Net Assets, Jaly 1, as originally reported 18,109,151 18,922,377 (4.30) %
Prior Period AdJasiment 68,870 {11,637 {691.B2} %
Net Assets, July 1, as restated 18,178,021 18,910,740 (A8 %
Net Assels, June M) 5 19,822 058 8 18,109,15] 9.4 %

Governmental activities

The following table preseots the cost of five major District functional activities: instruction, support services, non-
instructional, sixteenth section, and interest on long-term debt. The table also shows each functional activity's net
cost (total cost less charges for services generated by the activities and 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.

15



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

Table 3
Net Cost of Governmental Activities
Total Expenses Percentage
2011 2010 Change
Instruction $ 25324616 % 25,852,613 (2.0 %
Suppon services 19,016,835 20,519,502 (7.32) %
Non-instructional 3,111,401 3,110,716 002 %
Sixtcenth section 36,246 24,312 49.09 %
Interest on long-rerm liabilities 702,533 745,045 5.7y %
(nher - 3,917 (100.00) %
Total expenses $ 48,191,701 § 50,263,105 4.12) %
Net (Expense) Revenue Percentage
2011 2010 Change
Instruction 5 (19,899444) § (21,227,994) (6.26) %
Suppon services (15,234,354) (16,339,415) {(6.76) %
Non-instructional (133,153) (117,089) 1372 %
Sixteenth section (36,246) (24,312) 4909 %
Interest on long-term liabilities (702,533) (745,045) 5.71) %
Other - (3,917 (100,000 %
Total net (expense) revenue $ (36,005,730) % (38,457.772) (6.38) %

»  Nert cost of povernmental activities [{$36,005,730) for 2011 and (3$38,457,772) for 2010] was financed by
general revenue, which is primarily made up of property taxes ($18,112,332 for 2011 and $17,457,608 for
2010} and state and federal revenues (518,983,565 for 2011 and $19,668,762 for 2010), In addition, there
was §173,114 and $68,798 in Sixteenth Section sources for 2011 and 2010, respectively.

*  Investment earnings amounted to $267,702 for 2011 and $358,174 for 2010.

FINANCIAL ANALYSIS OF THE DISTRICT’S FUNDS

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

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

The financial performance of the District as a whole is reflected in its governmental funds. As the District
completed the year, its governmental funds reported a combined fund balance of $15,503,658, an increase of
$177,423, which includes a prior period adjustment of $68,816 and a decrease in inventory of $14,382. $6,561,193
or 42.32% 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 Lo specific
purposes within the general fund. The remaining fund balance of $8,942,465 or 57.68% is either nonspendabie,
restricted, committed or assigned to indicate that 11 is not available for spending except only for the purposes to
which it is restricted, committed or assigned.
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HATTIESBURG PUBLIC 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 increase in fund balance in the General Fund
for the fiscal year was $1,404,019, including a prior period adjustment of $59,919 and a decrease in reserve for
inventory of $4,825. The fund balance of Other Governmental Funds showed a decrease in the amount of $140,523,
which includes a prior period adjustment of $8,897 and a decrease in reserve for inventory of $9,557. This decrease
in fund balance in Other Governmental Funds is due primarily to the spending of fund balance amounts restricted
for building improvements existing at July 1, 2010. The increase (decrease) in the fund balances for the other major
funds were as follows:

Maior Fund In¢rease (Decrease)
Ticle I Fund no increase or decrease
QSCB 2010 Fund $ 1,358,837
16th Section Principal Fund no increase or decrease
BUDGETARY HIGHLIGHTS

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

A sehedule 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. As of June 30, 2011, the Districl’s total capital assets were $48,342,514, including land,
construction in progress, school buildings, building improvements, improvements other than buildings, buses, other
school vehicles, furniture and equipment, and leased property under capital lease. This amounl represents an
increase of $2,614,082 from 2010. Total accumulated depreciation as of June 30, 2011, was $20,206,043 and total
depreciation expense for the year was $983,580, resulting in total net capital assets of $28,136,471.

Capital Assets, Net of Accumulated Depreciation

Percentage
June 30,2011 June 30,2010 Change
Land 5 454296 § 449,765 101 %
Construction in Progress 1,590,827 398,611 299.09 %
Buildings 21,751,077 21,262,735 230 %
Building improvements 620,132 650,565 4.68) %
Improvements other than buildings 2,291,529 2,403,022 4y %
Mobile equipment 687,301 384,981 7853 %
Fumiture and equipment 303,032 402,836 (24.78) %
Leased property under capital leases 438,277 546,034 (19.73) %
Total $ 28,136,471 § 26,498,549 618 %

Additional information on the District’s capital assets can be found in Note 5 included in this report.



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

Debt Administration. At June 30, 2011, the District had $23,675,366 in outstanding long-term debt, of which
$2,194,435 is due within onc year. The liability for eompensated absences iucreased $15,190 from the prior year.
The District issued $6,355,000 in refunding general obligation bonds. With these proceeds, the district retired
through a currenl refunding $785,000 in general obligation bonds outstanding and defcased through an advance
refunding $5,415,000 of outsianding general obligation bonds. The district made other principal paymenis on long-
term debt of $2,138,513.

The District maintains an Aa3 bond rating.

Table 5
Qutstanding Long-Term Debt
June 30,2011 June 30,2010 Chunge
General obligation bonds payable S 10,210,000 § 11,085,000 (7.89) %
Limited obligaticn bonds payable 5,149,000 5,738,000 (10.26) %
Three mill notes payable 1,000,000 355,000 15316 %
Shornfall notes payable 550,000 584,576 591 %
Obligations under capital lease 460,009 - N/A
Qualified schoolconstruction bonds 6,000,000 3,000,000 10000 %
Compensated absences payable 06,357 291,167 5322 %
Total % 23,675,366 $ 21,093,743 12.24 %

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

CURRENT ISSUES

The Hattiesburg Public Scheol District is financially stable. The District is proud of its community support of the
public schools,

The District has committed itself to financial excellence for many years. The District’s system of financial planning,
budgeting and intemal financial conirols is well regarded. The District plans to continue its sound fiscal
managemeni 10 meet the challenges of the future.

The District is proud of its community support of the public schools and is enjoying a steady enrollment and
continued academic progress of 11s studenls.

Enrollment for the 2010-2011 year increased by 1% Lo 4,466 studenis,
CONTACTING THE DISTRICT’S FINANCIAL MANAGEMENT

If you have any questions about this report or need additional financial informarion, contacl the Superintendent’s
Office of the Hattiesburg Public School District, 301 Mamie Street, Hattiesburg, MS 39403,
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HATTIESBURG PUBLIC SCHOOL DISTRICT

Statement of Net Assets
June 30,2011

Assets
Cash and cash equivalents
Due from other govemments
Other receivables, net
Inventories
Deferred debt issuance costs
Restricted assets
Capital assets, net of accumulated depreciation

Total Assets

Liabilities
Aceounts payable and accrued liabililies
Interest payable on long-term liabilities
Bond premiums
Long-term liabilities, due within one year,
Capital related liabilities
Non-capital related liabilities
Long-term liabilities, due beyond one year:
Capital related liabilities
Non-capital related liabilities

Total Liabilities

Net Assets
Invested in capital assets, net of related debt
Restricted for
Expendable:
School-based acrivitics
Debt service
Capital improvements
Unemployment benefits
Non-cxpendable:
Sixteenth sectiou
Unrestricted

Toual Net Assets

The notes 10 the financial statements are an integral part of this statement.
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Exhilit A

Govemmental
Activities

9,790,551
3,012744
34,556
172,258
113,844
3,902,261
28,136,471

45,162,685

1,408,712
192,882
63,667

1,711,517
482,918

15,904,992
5,575,939

25,340,627

12,588,535

1,674,916
1,849,228
39,401
146,211

2907587
616,180

3

19,822,058
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HATTIESBURG PUBLIC SCHOOL DISTRICT

Siatement of Activitles Exhibi B
For the Year Ended June 30, 2011
Nel (Fxpensc)
Revenue and
Changes in Nel
Progrum Revenucs Assels
Opemting Capital
Charges for Crants und Crants and Governmental
Funcrions/Prograns Expenscs Services Contrhutions Conlrbulions Aclivities
Govermnmenlal Activilies:
Insiruction 3 25,324,616 201,929 5,223,243 {19,899 444)
Suppor services (9,016,835 5,008 3,491,557 285,829 (15,234,354}
Non-inslructional 3Li1,471 251,317 2,720,991 (133,153)
Sisteenth scction 36,246 {36,248)
Inierest on long-lerm liahilitics T02,533 (7U2,533)
Total GCovernmental Activilics 3 48,191,701 464,351 11,435,791 285,829 (36,005,730
General Reveoues:
Taxes:
General purpose levies 16,053,786
Debt purpose levics 2.0158,546
Unresltricled grants and conuibutions:
Slale 17,635,523
Federal 1,348 042
Unrestricied investment eamings 267,702
Sixeenth section sources 173,114
{hcr 113,054

Tolal (eneral Revenues

Change in Nel Assels

Neci Assets - Beginning, as originully reported
Prior Perind Adjustments

Net Asscls - Beginning, as restatcd

Net Asscls - Ending

The noles Lo the (nancial slatements are an inlegral part of this statement.
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37,649,767

1,644,037

18,109,151
68,870

18,178,021
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Balance Sheet
June 30, 2011

Assets
Cush and cash equivalents
Cash with fiscal agents
Inveslments
Due from other governments
Due from other funds
Invenlorics

ToLal assets

Liahilities and Fund Balances
Liahilities:
AcconnLs payable and accrued labilitics
Thue Lo other funds
Toual Liubilities

Fund Balances:
Nonspendable:
Inveniory
Permanent fund principal
Restricted:
Debt service
Capital projects
Giranl activities
Unemploy ment henefits
Unassigned
Toial Fund Balanoes
Total Liahilities and I'und Balances

HATTIESBURG PUBLIC SCHOOL DISTRICT

Comvernaental Fooels

The notes Lo the [inancial stulemenis are an integral part of Lhis slalement,

Exhibit C
M ajor l'unds
Olher Total
(General Title 1 QSCI 2010 161h Sextion Governmental  Governmental
Fund I'und Fund Principal Fund Funds Funds
g 3,961,587 2,044,630 2,999,403 3,784,334 12,789,954
204,000 200,000
312461 312,461
1,480,354 480,188 1,442,599 3,403.141
1,802,348 ‘ 706,043 2,508,391
74,857 97,401 172,258
7,318,146 480,188 2,04 630 2,999,403 6,542,838 19,386,205
395,958 53,069 585,793 353,988 1,388,808
108,720 427,119 100,000 91,816 1,766,084 2,493,739
504,678 480,188 685,793 91,816 2,120,072 3,882,547
74,857 97,401 172,258
2,907,587 2,907 587
178,418 1,927,359 2,105,777
1,358,837 749,137 2,107 974
1,502,658 1,502,658
146,211 146,211
6,561,193 6,561,193
6,814,468 0 1,358,837 2,417,587 4,422,766 15,503,658
3 7,319,146 480,188 2,044,630 2,999,403 6,542,838 19,386,205
25
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HATTIESBURG PUBLIC SCHOOL DISTRICT

Coonvermmental Poncds

Reconciliation of the Governmeninl Funds Balance Sheet to the S tatement of Net Assets Exhlbit C-1
June 30, 2011
Total fund balances for governmenial funds 15,503,658
Anmounts reported for govemmental aclivitics in the statemznt of nel asscly ure
diffen:nt becausc:
[. Capital assels used in governmental aclivities are nol financial esources and therelore
are not reponed in the funds:

Land 3 454,296

Construction in progress 1,590,827

Buildings 34,266,665

Duilling improvenents 760,820

Improvenents other than buildings 3,677,124

Mobile equipnent 1,895,803

Fumilure and equipnmeni 4,427,214

Leased property under capital keases 1,265,765

Accumulated depreciation (20,206,043} 28,136,471
2, Long-term liabilities and related accrued interest are not due and payable in the cument

pedod and therefore ure not reponed in the funds:

Ceneral obligalion bonds 3 {3,900,0000)

Ceneral ohligation refunding bonds (6,310,000

Limited obligation bonds (5,149,000)

Three mill notes payahle (1,000,000)

Shonfall notes payable (550,000)

Qualified school cons truction bonds (6,000.000)

Capital lease obligations (460,000)

Compensated absences payable (306,357)

Unarnorized charpes 113,844

Unamonized preiviu nm (63,667

Accrued interes| payable (192,882) (23,BL8.071)
Net assets of governmental activities 19,822,058

The noles 1o the financial statements are an inteprml par of this statenent,
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HATTIESBURG PUBLIC SCHOOL DISTRICT

Statement of Revenues, Expendi tures and Changes in Fund Balances

For the Year Ended June 30, 2011

Rewenues:
Local sources
Slale sources
l'ederal sources
Sineenth section sovrces
Talal Revenues

Expenditures:
Instruction
Suppor services
Noninstructional services
Sixeenth sccion
Faciliies acquisition and construclion
Debl service:
Principal
Iniercsi
Other
Tolel Expenditures

Excess (Deficiency) of Revenues
over (under) Expenditures

Oher Financing Sources (Uses):
Bonds and notes issued
Refunding bonds issued
Paynent uy escrow ageni
Prenmum on bonds and refunding bonds issoed
Paymenl to efunded bond eserow agent
Payment 1o Qualified Zone Academy dehi escrow agenl
Operating trunsfers in
Opcrating lmanilers oul
(ther IInancing uses

Taotal Other Financing Sources (Uses)

Net (hange in Fund Balances

Fund Balances:

Tuly 1, 2010, as orginally reporicd
Prior period adjustmenis

July 1,2010, a5 mesluted

memane (Decregse) in reserve [or mveniory

June 30, 2011

Covernmental ol

The notes 10 1he financial statemenis gre an inwgral pan ol this qlatenent.

Exhibit D
Major Funds
Other Tolat
General Title I QSCB 2010 16th Seclion Govemnenid  Govemnnmenial
Fund Fund Fund Pringipal Fund Funds Funds
5 16,453,694 8,957 49,700 2,445,000 18,957 441
16,619,153 L 870,556 18,489,709
309,278 2,724,297 9,181,799 12,215474
91816 51,258 173,114
33,382,225 2,733,284 49,700 91,816 13,578,743 49,835,738
18,201,775 1.210,303 58717172 25,283 850
13,738,370 1,240,057 i) 3493715 18,472,178
151,446 160,868 2,772,685 3,084,999
36,246 36,246
1,690,827 508.444 2,199,271
124,513 2,679,220} 2,803,733
25,774 01,315 727,089
103,440 103,441}
22,241,878 2,611,228 1,600,863 0 16,166,837 52,710,806
1,140,347 122,026 (1,641,163) 91,816 (2,588,004 (2,875,068}
550,000 3,000,000 1,000,000 4,550,000
6,355,000 6,355,003
200,000 200,000
T2,762 72762
(5.534,780) (5,53,780)
(2ANL,XXH (200,000
490072 1.4054,679 1,544,751
(B31,4%; {122,026) {91,816) {499.415) {1,544,751)
(153 (15)
208,578 {122.026) 3,000,000 {91.816) 2448231 5,442,967
1,348,925 0 1,358,837 } (139,863) 2,567 899
5410449 0 0 2,907,587 4,563,280 12 881,325
59,919 8,897 68,816
5,470,368 { 0 2,907,987 4,572,186 12,980,141
(4,825) (9,557} (14,382}
3 6,814,468 0 1,358,837 2,907 587 4,422,765 15.503,658
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HATTIESBURG PUBLIC SCHOOIL. DISTRICT

Goovermmne ntzal Foeds

Reconclliation of the Governmental Funds Statemnent of Rewenues, - Exhihit D-1
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 3 2,567,899

Amounts reporied for govemmental aclivities in the statemenlt of activitics are
different because:

. (wvemmenial funds repont capilal cutlay as expendilures. However, in the slalement
of acrivities, the cost of capilal assels is allocated over Ltheir eslimaled useful lives as
depreciation expense. In the cument( period, these amounts are:

Capital outlay $ 2621577
Bepreciation expense {983, 58 1,637,997

2. Tnthe statement of aclivities, enly the gain/Joss on the sale of assers is reporied.
Whilke in the governmental funds, the procecds from the sule increascs Anancial
resources. Thus, the change in net assets differs from the change in fund balance by
the cost of the assets sold. 75

3, The issuance of long-lerm debt provides cument (nancial resources Lo govemmental
funds, while the repayment of the principal of long-term debt consumes the cnrrent
[inancial resources of govemmental funds. Neither transaction, however, has any
eifect on nel assels. Also, govemmental funds report the elfeci of issuance coslts,
premiums, discounts and the difference hetween the camying value of refunded deht
and the acquisition cost of refunded debt when debt is firs( issued. These amounls
are deferred and amorized in the swtement of aclivities:

Bonds and notes issued $ {4,550,000)

Refunding bonds issucd {6,355,0X))

Payment received -QZAB escrow agent (200,000)

Premiums on bonds and refunding bonds issucd (72.762)

Payments of debl principal 2,803,733

Payments refunded to bond escrow agent 5,534,780

Paymenl made-QZ7AD escrow agent 200,000

Accrucd intcrest payable 15,461

Deterred issuance costs 98,840 (2,525,(023)

4. Some items reported in the slatement ol aclivities do nol provide or require the use of
cument {inancial resources and therefore are not reported as revennes/expendilsres
i govemmental funds. These activities include:

Change in compensated absences 3 (15,190)

Change in invenlory rescrve (14,382)

Amortization of deferred charges, premiums and discouols (7,264) (36,836}
Change In net assets of governmental activities 3 1,644,037

The notes 1o the financial stalements are an integral part of this statcment.
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HATTIESBURG PUBLIC SCHOOL DISTRICT

Fiducirs Funds

Statement of Fiduciary Assets and Liabilities Exhibit E
June 30, 2011
Agency
Funds
Assels
Cash and cash equivalents $ 1,267,052
Due from other funds 19,904
Total Assets 1,286,956
Liabilities
Accounts payable and accrued liabilities 1,233,244
Due to other funds 34,556
Due to student clubs 19,156
Total Liabilities s 1,286,956

The notes to the financial statements are an integral part of this statement,
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HATTIESBURG PUBLIC SCHOOL 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 Schoo! 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 signifieant 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 Balunce Reporting and Governmental
Fund Type Definitions. This statement enhances the usefulness of fund balance information by providing
clearer fund balance classifications that can be more consistently applied and by clarifying the existing
govemmental fund type definitions. The fund balance amounts for governmental funds have been
reclassified in accordance with GASB Stalement No. 54. As a result, amounts previously reported as
reserved and unreserved are now reported as nouspendable, restricted, committed, assigned, or unassigned.

Financial Reporting Entity

As defined by accourting principles generally accepted in the United States of America, the School District
is considered an "other stand-alonc government." Thc School District is a relaled organization of, but not a
component uuit of, the city of Hattiesburg, Mississippi, since the governing authority of the city selects a
majority of the School District’s board but does not have financial accountability for the School District,

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

Government-wide and Fund Financial Statements

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

The Statement of Net Assets presents the District’s nou-fiduciary assets and liabilities, with the difference
reporied as net assets. Net assets are reporfed in three eategories:

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

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

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

The Statement of Activities demoustrates the degree to which the direct expenses of a given function, or
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HATTIESBURG PURLIC SCHOOL DISTRICT
Notes to the Financial Statements
For the Year Ended June 30, 2011

segmenl, are offset by program revenues. Direet expenses are those clearly identifiable with a specific
function. Program revenues include 1) charges to customers or applicants who purchase, use, or directly
benefit from goods, services, or privileges provided by a given function and 2) grants, contributions and
interest restricted 1o meeting the operational or capital requirements of a panticular function. Propenty taxes
and other items not included among program revenues are reported insiead as general revenues.

Fund Financial Stalements - Separate financial statemcnts are provided for governmental and fiduciary
funds, even though the latter are excluded from tbe 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 governmentat funds.

The School District reports the following major governmental funds:

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

Tide I Fund - This is a special rcvenue fund that accounts for the Title | federal grant award and the
revenues and expenditures of thar award.

QSCB 2010 Fund — This is a capital projects fund that accouuts for the bond proceeds and related

construction aud facilities acquisition projects financed with the 2010 Qualified Scheol Consiruction
Bonds.

16" Section Principal Fund — Tbis is a permanent fund that accounts for thc non-expeudable revenues
associated with earnings on sixieenth scction lands and the investment earniugs of these non-expeudable

Teyenues.

All other governmenta! funds uot meeting the criteria cstablished for major funds are presented in the other
governmental funds columu of the fund fivancial statements.

The District’s fiduciary funds include the following:

Payroll Clearing Fuud - This is a clearing fund used to clear payroll transaclions flowing inte an imprest
clearing account.

Accounis Payable Clearing Fund — This is a clearing fund used to clear accounts payable transactions
flowing into an imprest clearing account.

Student Club Funds - The District has student club funds that account for the assets aud liabilities
assoeiated with student club activities.

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

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

Capital Projects Funds - Capital Projects Funds are used to account for and report financial resourecs that
arc restricted, committed, or assigned to expenditure for capital outlays, including the acquisition or
construction of capital facilities and other capital assets.

Debt Service Funds - Debt Service Funds are used to aeccunt for and report financial rcsources that are
restricted, ecmmitted, or assigned to expenditure for principal and iuterest.
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HATTIESBURG PUBLIC SCHOOL DISTRICT
Notes to the Financial Statements
For the Year Ended June 30, 2011

Permanent Funds - Permanent Funds are used 1o account for and report resources that are restricted to the
extent that only earnings, and not the principal, may be used for pnrposes that support the Districl’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 activities 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 eamed, and expenses are recorded when
a liability is incurred or economic asset used, regardless of the timing of the related cash flows. Grants and
similar items are recognized as revenue as soon as all eligibilily requirements imposed by the provider have
been met.

Governmental fund financial statements are reported using the current financial resources measurement
focus and the modified accrual basis of accounting. Revenues are reeognized as soon as they are both
measurable and available, Measurable means knowing or being able to reasonably estimate the amount.
Revenues are considered to be available when they are collectible within the current period or soon enough
thereafter to pay liabilities of the current period. For this purpose, the govemment considers revenues to be
available if they are collected within 60 days after year end. Expenditurcs (including capital outlay) are
recorded when the related fund liability is incurred, as under accrual accounting. However, debt service
expenditures, as well as expendilures related to compensated absences and judgmenis, are recorded only
when payment is due.

Federal grants and assistance awards made on the basis of entitlement periods are recorded as receivables
and revenues when entitlement occurs. Federal reimburseinent 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
acerual.

Ad valorem property taxes are levied by the governing authority of the city on behalf of the School District
based upon an order adopted by the School Board of the School Distriet requesting an ad valorem tax effort
in dollars. Since the taxes are not levied and collected by the School District, the revenues to be generated
by the annual levies are not recognized until the taxes are actually collected by the tax levying 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 specifie 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 to such programs and then general revenues.

The effect of inter-fuud activity has been eliminated from the govemment-wide statements.

Revenues from the Mississippi Adequate Education Program are appropriated on a fiscal year basis and are
recorded at the time the revenues are received from the State of Mississippi.
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HATTIESBURG PUBLIC SCHOOL DISTRICT
Noles to the Financial Statements
For the Year Ended June 30, 2011

The account classifications used in the financial statements conforrn to the broad classifications
recommended in Governmental Accounting, Auditing, and Financial Reporting, issued in 2005 by the
Government Finance Officers Association and are consistent with the broad classifications recommended
in Financial Accounting for Local and State Schoot 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 attempts to lignidate all
encurnbrances at year-end. Encumbrances outstanding at year-end are not reported within committed or
assigned fund balances.
Assets, liabilities, and net assets/fund balances
1. Cash, Cash equivalents and Invesiments
Cash and cash equivalents
The District’s cash and cash equivalents are considered to he cash on hand, demand deposits, and
short-term investments with original maturities of three months or less from the date of acquisition.
The School District deposits excess tunds in the financial inslitutions selected by the School Board.
State slatutes specify how these deposilories are to be selected.
Investments
The School District can invest its excess funds, as permitted by Section 29-3-113, Miss. Code
Ann. (1972), in interest-bearing deposits or other obligations of the types described in Section 27-
105-33, Miss. Code Ann. (1972), or in any other type investrnent 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 invesicd.

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

Investments for the district are reported at fair market value,
2. Recetvables and payables

Activities beiween funds that are representative of lending/borrowing armungeinents outsianding at
the end of the fiscal year are referred to as either “due to/from other funds”

(i.e., the current portion of inter-fund loans) or “advanees to/from other funds”(i.e. the non-current
portion of inter-fund loans). All other outstanding balances between funds are reported as “due
to/from other funds.”

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

3. Due from Other Governinents

Due from other governments represents amounts due from the State of Mississippi and various
granis and reimbursements from other governments.
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Notes to the Financial Statements
For the Year Ended June 30, 2011

Inventories and Prepaid Items

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

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

Restricied Assets

Certain resources set aside for repayment of debt are classified as restricted assels on the Stalement
of Net Assets bceause their use is limited by applicable debt statutes, €.g. Qualified Zone Aeademy
Bond sinking funds. Also, the nonexpendable portion of the Permanent Fund, if applicable, is
classified as restricted assets because the 16™ Section Principal fund is not available for use by the
district excepl as provided for under state statute for loans from this fund.

Capital Assets

Capisal assets include land, improvements to land, easements, water rights, 1imber 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 reperting period. Capital assets are reported in the
applicable governmental or business type aclivities columns in the government-wide Statement of
Net Assets. Capital assets are recorded at historical cost or estimated historical cost based on
appraisals or deflated current replacement cost. Donated capital assets are recorded at estimated fair
market value at the date of donation. The costs of normal maintenance and repair that do not add 1o
the value of the asset or materially extend asset lives are not capitalized. Capital assets are defined
by the District as assets with an initial, individual cost in excess of the thresholds in the table below,

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

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

The following schedule details the capiralization thresholds:

Capitalization Estimated

Policy Useful 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
L eased property under capital leases * *

(*) The threshold amount will correspond with the amounts for the assel classifications, as listed.
See Nole 5 for details.
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Compensated Ahsences

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

Long-term Liabilities, Deferred Debi 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 betwecn reacquisition price and the
net carrying value of refunded debt are capitalized and amonrtized over the terms of the respective
bonds using a method that approximates the effective interest method.

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

Fund Balanees

Fund balance for governmenial 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:

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

Restricted fund balance includes amounis thal 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.

Committed fund balance includes amounts that ean be used only for the specific purposes pursuant
to constraints imposed by a formal action of the Schocl Board, the District’s highest level of
decision-making authority. This formal action is the official approval of the commitment spread
upon the School Beard’s minutes.

Assigned fund balance includes amounts that are consirained by the District’s intent to be used for a
specific purpose, but are neither restricted nor commilted. For governmental funds, other than the
general fund, this is the residual amount within the fund that is not restricted or commirted,
Assignments of fund balance are ereated by the Sehool Distdct business manager pursuant to
authorization established by official School Board policy.

40



Bed Bad Bes B B E B

el el

N

HATTIESBURG PUBLIC SCHOOL DISTRICT
Notes to the Financial Statements
For the Year Ended June 30, 2011

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,
committed, or assigned to specific purposes within the general fund. The general fund should be the
only fund (hat reports a positive unassigned fund balance amount. In other governmental funds, it
may be necessary to reporl 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
restricted resources first. When expenditures/fexpenses are incurred for purposes for which
unrestricted (committed, assigned, and unassigned) resources are available, and amounts in any of
these unrestricted classifications could be used, it is the District’s general policy te spend committed
resources first, followed by assigned amounts, and then unassigned amounts.

Note 2 - Cash and Cash Equivalents, Cash with Fiscal Agents, and Investments

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

Deposits., The School Board must advertise and accept bids for depositories no less than once every three years as
required by Section 37-7-333, Miss. Code Ann. (1972). The collateral pledged for the School District’s deposits in
financial institutions is held in the name of the State Treasurer under a program established by the Mississippi State
Legislature and is governed by Section 27-105-5, Miss. Code Ann. (1972). Under this program, the entity’s funds
are protected through a collateral pool administered by the State Treasurer. Financial institutions holding deposits of
public funds must pledge securities as collateral against those deposits. In the event of failure of a financial
institution, securities pledged by that institution would be liquidated by the State Treasurer to replace the public
deposits not covered by the 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 Lypes 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 qualified state
depositories; (b) dircct United States Treasury obligations; (¢) United States Government agency, United States
Government instrumentality or United States Government sponsored enterprise obligations, not to exceed fifty
percent of all monies invested with maturities of thiry days or longer ; (d) direct security repurchase agreements and
reverse direct security repurchase agreemenis of any federal bock entry of only those securities enumerated in (b)
and (c) above; (e) direct obligations issued by the United Stales of America that are deemed to include securities of,
or other interests in, any open-end or closed-end management Lype investment company or investment trust
approved by the State Treasurer and the Exccutive 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 income of $100 or mere of any fund must be credited to that fund. lnvestment income of less than $100
can be credited to the General Fund.

Cash and Cash Equivalents

The carrying amount of the School District’s deposits with financial institntions reported in the governmental funds
and fiduciary funds was $12,789,954 and $1,267,052, respectively.

Custodial Credit Risk - Deposits. Cusiodial credit risk is defined as the risk that, in the event of the failure of a
financial institution, the district will not be able to recover deposits or collateral securities that are in the possession
of an outside party. The district does not have a deposit policy for custodial credit risk. However, the Mississippi
State Treasurer manages that risk on behalf of the district. Deposits above FDIC coverage are collateralized by the
pledging financial institution’s trust department or agent in the name of the Mississippi State Treasurer on behalf of
the district. As of June 30, 2011, nonc of the District’s bank balance of $15,289,105 was exposed to custodial credit
risk.
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Cash with Fiscal Agents

The carrying amount of School District’s cash with fiscal agents held by financial institutions was $200,000.

Investments

As of June 30, 2011, the District had the following investments.

Investment Type Rating Maturities in Years Fair Valuge

Hancock Bank Federal U.S.
Treasury Cash Reserve Money

Market Funds AAAmM Less than 1 $ 312461
Total $ 312,461

Interest Rate Risk. The District does not have a formal investment policy that limits investment maturities as a

means of managing its exposure to fair value losses arising from increasing interest rates.

Credit Risk. Slate law limits investments 1o 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. Cusiodial credit risk is the sk that, in the evenl of the failure of the
counterpany, the District will not be able to recover the value of its investmets 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.
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 Amount
General Fund Title T Fund 5 427,119
16th Section Principal Fund 91,816
Other govemmental funds 1,248,857
Fiduciary funds 34,556
Other Governmental Funds General Fund 108,720
QSCB 2010 Fund 100,000
Other Governmental Funds 497,323
Fiduciary Funds Other Governmental Funds 19,904
Total S 2,528,295

The amounts due to the General Fund from the Title 1 Fund and other governmental funds represent
interfund loans required to clear negative cash balances in a pocled checking account. Amounis due to the
General Fund from fiduciary funds represent interest income earned in the 1wo imprest clearing checking
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HATTIESBURG PUBLIC SCHOOL DISTRICT
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aceounts that is due to the General Fund at June 30, 2011. Other interfund balances are the result of
operating transfers.

B. Inter-fund Transfers

Transfers Out Transfers In Amount
Genemt Fund Other governmental funds 3 831,494
Title [ Fund General Fund 122,026
16th Section Principal Fund General Fund 91,816
Other governmental funds General Fund 276,230

Other governmental funds 223,185
Total $ 1,544,751

Transfers from the General Fund to the other governmental funds were made for operating purposes, while
the transfer from the Title T Fund was made to move indirect costs from the Title 1 Fund 10 the General
Fund. A transfer of $91,816 was made from the 16™ Section Principal Fund to the General Fund upon
formal order of the School Board.

Note 4 - Restricted Assets

The restricled assels represent the cash balance ($2,999,403) of the Sixteenth Section Principal Fund (Permanent
Fund) which is legally restricted and may not be used for purposes that suppori the District’s programs; the
invesument balance (3312,461) and the amounts due from other governments ($390,397) of the MAEP Debt Service
Fund, which are legally restrictcd and may not be used for purposes that suppor the District’s programs; and the
cash with fiscal agents ($200,000) of the QSCB 2009 Asset Fund, which is also restricted and not available to
suppori the programs of the distriet. Total restricted assets are $3,902,261.

Note 5§ — Capital Assets

The following is a summary of changes in capital assets for governmental activities:
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Balancc Completed Balance
7/1/2010 Increases Decreases  Constrnction 6/30/2011
Governmenial Activities:
Non-depreciable capital assets:
Land 3 449,765 4531 454,296
Construction in progress 398,611 2,199.271 {1,007,055) 1,590,827
Total non-depreeinble capital assers 848,376 2,203,802 {1,007,055) 2,045,123
Depreciabk: capital assets:
Buildings 33,259,610 1,007,055 34,266,665
Building improvements 760,820 760,820
Improvements other than buildings 3,677,124 3.677,124
Mobilke equipment 1,503,390 392,413 1,895,803
Furniture and equipment 4,409,347 25,362 (7.495) 4427214
Leased property under capital leases 1,269,765 1,269,765
Total depreciable capital assets 44,880,056 417,775 (7.495) 1,007,055 46,297,391
Less accumnulated depreciation for:
Buildings 11,996,875 518,713 12,515,588
Building improvements 110,255 30433 140,688
Improvements other than buildings 1,274,102 111,493 1,385,595
Mobike equipment 1,118,409 50,093 1,208,502
Furniture and equipment 4,006,511 125,091 (7,420) 4,124,182
Leased property under capital leases 723,731 107,757 831,488
Total accumulated depreciation 19,229 883 983,580 (7,420) - 20,206,043
Total depreciable capital assets, net 25650173 (565805 (75) - 26,091,348
Governmental activities capital assets, ner $§ 26,498,549 1,637,997 {75} - 28,136,471

Depreciation expense was charged to the following governmental funelions:

Amount
Gowrnmental activities:
Instruction 3 27,732
Suppor services 926,643
Non-instructional 29,205
Total depreciation expense - Govemnmental activities 3 983,580

The capital assets above include significant amounts of Buildings, which have been valued at estimated historical
cost. The estimated historical cosrt was based on replacement eost multiplied by the consumer price index implicit

price deflator for the year of acquisition.

Construction in progress is composed of:
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Gowernmental Activities:

Hattiesburg High Instructional Building

Hattiesburg High Locker Rooms

Hattiesburg High Drainage Project

Hattiesburg High Lighting Project
Total governmental activities

Construction projects included in govemrmental activities are funded with local funds committed to building

improvements and restrieted debt proceeds.

Note 6 — Long-term Liabilities

Spent to Remaining
June 30, 2011 Commitment
745,521 % 1,406,160
525,689 889,920
239,194 224,640
80,423 231,120
1,590,827 & 2,751,840

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

Limited obligation refunding bonds payable
Three mill notes payable

Shortfall notes payable

Obligations under capital ease

Qualified school constructon bonds
Compensated absences payable

Subtotal

QmEPOwp

Add: Deferred amounts for premiums
Less: Deferred amounts on refunding

Torat

A, Generzl obligation bonds payable

General obligation refunding bonds payable 3

General obligation bonds are direct obligations and pledge the full faith and credit of the School District.

General obligation bonds currently outstanding are as follows:
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Amounts
Balance Adpistment Balance  due within
7/1/2010 Additions Reductions 5 /30072011 ong year
11,085,000 6,355,000 7,230,000 10,210,000 1,190,000
5,738,000 589,000 5,149,000 609,000
395,000 1,000,000 395,000 1,000,000 100,000
550,000 550,000 178418
584,576 124513 {54} 460,009 117,017
3,000,000 3,000,000 6,000,000
291,167 39,759 24,569 306,357
21,093,743 10544,759  B.363,082 (54) 23675366 2,194,435
- 72,762 9,095 63,667
(31363) (98.840) (16,359) (153,844)
$ 21062380 10918681 8355818 {(54) 23,625,189
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Maturity
Description Interest Rate  Issue Date Dale Anmount Issued QOutstanding
General obligation
refunding bonds, series
1. 2003-A 35-5.0% 15-Apr-03  15-Apr-19 § 5.250,000 %
Genermal obligation
refunding bends, series
2. 2010 1.0-3.0% 1-Apr-11 1-Apr-18 6,355,000
Tortal 3 11,605,000 $

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

1. General obligation refunding bond issue of April 15, 2003:

Year Ending

June 30 Principal [nterest Tolal
2012 3 250,000 140,875 390,875
2013 250,000 128,375 378,375
2014 375,000 119,000 494,000
2015 400,000 104,795 504,795
2016 450,000 91,875 541,875
2017-2019 2,175,000 176,750 2,351,750
Total 3 3,900,600 761,670 4,661,670

This debt will be retired from the Bond Retirement Fund.

2. General obligation refunding bond issue of April 1, 2011;

Year Ending

June 30 Principal Interest Total
202 5 940,000 137,925 1,077,925
2013 985,000 128,525 1,113,525
2014 1,060,000 108,825 1,168,825
2015 790,000 87,625 877,625
20t6 845,000 71,825 916,825
2017-2018 1,690,000 76,650 1,766,650
Total % 6,310,000 611,375 6,921,375

This debt will be retired from the Bend Retirement Fund.
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Total general obligation bond payments for all issues:

Year Ending

June 30 Principal Interest Total
2012 S [,190,000 278,800 1,468,800
2013 1,235,000 256,900 1,491,900
2014 1,435,000 227,825 1,662,825
2015 1,190,000 192420 1,382,420
2016 1,295,000 163,700 1,458,700
2017 - 2019 3,865,000 253,400 4,118,400
Toral $ 10,210,000 1,373,045 11,583,045

The amount of bonded indebtedness that can be incurred by the School District is limited by Sections 37-
59-5 and 37-59-7, Miss. Code Ann, {1972). Total cutstanding bonded indebtedness during a vear 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 45 of property assessments as of October 1, 2010,

Combined Current and Advance Refunding

On Apnl 1, 2011 , the districl issued $6,355,000 in general obligation refunding bonds with an average
interest rate of 2% to retire through a cumrent refunding $785,000 of outstanding general obligation bonds
and to advance refund $5,415,000 of outstanding general obligation bonds with an average interest rate of
4.30%. The net proceeds of $5,534,780 after payments for the current refunding, issuance costs, and a
bond premium of $72,762 were deposited in an irrevocable trust with an escrow agent to provide for all
future debt payment requirements on the general obligation bonds.

As a result, $5,415,000 of the Series 2002 general obligation bonds are considered to be defeased and the
liability for those bonds has bcen removed from long-term liabilities.

The district advance refunded the Series general obligation bonds lo reduce its totat debt service payments
over the remaining ten years of the debt by approximately $404,613 and w© realize an economic gain of
$577,050.

Limited obligation bonds payable

Limited obligation bonds are direcl obligations and pledge the full faith and credit of the School District.

Limited obligation bonds currently outslanding are as follows:
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Interest Maturity Anount Amount
Descriplion Rale Issue Date Date Issued Qursianding
Siate Aid capital
improvement,
Refunding Series
2008 3% 31-Jul-08 1-Feb-18 § 5973,000 $ 5,149,000
Total b 5973,000 3 5,149,000

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

Limited obligation bond issue of July 31, 2008:

Year Ending

June 30 Principal Interest Total
2012 3 609,000 161,806 770,806
2013 629,000 141,132 770,132
2014 650,000 119,773 769,773
2015 672,000 97,695 769,695
2016 664,000 74,883 768,883
2017-2018 1,895,000 78.224 1,973,224
Total 3 5,149,000 673,513 5,822,513

This debt will be retired from the MAEP Debt Retirement 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 1o the Mississippi Accountability and Adequate
Education Programn Acl, Sections 37-151-1 through 37-151-7, Miss. Code Ann. (1972). The state aid
capital improvement bonds are not included in the computation of the debt limit percentage,

The Schoeol District has pledged a portion of future state Minimum Adequate Edueation Program revenues
to repay $5,149,000 in limited obligation bonds payable issued. Proceeds from the bonds were used to
finance capital improvcements made to the District’s buildings. The bonds are payable solely from future
revenues of the state Minimum Adequale Education Program and are payable through February 1, 20138 .
Annual principal and interest payments on the bonds are cxpected to require approximately one (1) percent
of such state revenues. The total principal and interest remaining to be paid on the bonds is $5,822,513.
Principal and interest paid for the current year and total state Minimum Adequate Education Program
revenues were $770,813 and $17,106,592, respectively.

Three mill notes payable

Debt currently outstanding is as follows:
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Interest Maturity Amount Amount
Description Rate Issue Date Dare Issued  Ourstanding
Limited Tax
Notes, Series
2011 284%  7-Mar-11 9-Mar-19 % 1,000,000 § 1,000,000
Total $  1,000000 § 1,000,000
The following is a schedule by years of the total payments due on this debt:
Three mill notes payable issue of March 7, 2011:
Year Ending
June 30 Principal Interest Total
2012 3 100,000 28,400 128,400
2013 100,000 25,560 125,560
2014 110,000 22,720 132,720
2015 120,000 19,596 139,596
2016 130,000 16,188 146,188
2017-2019 440,000 25,276 465,276
Total $ 1,000,000 137,740 1,137,740
The debt will be retired from the 3 Mill Debt Service Fund.
Shortfall notes payable
Debt currently outstanding is as follows;
Interest Maturity Amount Amount
Description Rare Issue Date Date Issued  Outstanding
Tax Shornfall
Note, Series 2010 2.73% 12-Jul-10 12-Jul-13 § 550,000 % 550,000
Total $ 550,000 % 550,000

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

Shortfall notes payable of July 12, 2010:
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Year Ending

Jupe 30 Principal Interest Total
2012 $ 178,418 15,015 193,433
2013 183,28% 10,144 193,433
2014 188,263 5,140 193,433
Tolal 5 550,000 30,269 580,299

The note will be retired from the Generat fund.

Obligations under capital lease

N:a

The School District has enicred into three lease agrecments as lessee for financing the acquisition of real
property improvcmenis and buses at a total cost of $1,269,765, These leascs qualify as capital leases for .~
accounting purposes.

i‘
The various options available to the lessee for this lease are as follows: - '
1. The School District has entered into a master lease agreement for the lease of two buses, onc 30- [
passenger mini bus, two drivers’ education cars, and two service trucks for a total of $283,266 at
4.66% inlerest, The original issue date was October 17, 2001. This lease expires September 10, -
2011, and does not confain any renewal options. The district will take possession of the assets at
the end of the lease term. This debt will be retired from the General Fund. The amount i
outstanding on this lease at June 30, 2011, is $12,989,
2. The 8chool District has entered into a master lease agreement for the lease of ten buses for a total |

of $486,000 at 4.13% interest. The original issue dalc was September 10, 2004, This lease expires
Septermnber 10, 2014, and does not contain any renewal options. The district will take possession of
the assets at the end of the lease term. This debt will be retired from the General Fund. The -
amount cutstanding on this lease at June 30, 2011, is $194,075. :

3. The School District has entered into a master lease agreement for the lease of ten buses for a total
of $499,999 at 5.08% interest. The original issue dale was May 23, 2008. This lease expires r
October 10, 2015, and does not contain any renewal options. The debt will be retired from the
General Fund. The amount outstanding on this lease at June 30, 2011, is $252,945,

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

i
F
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Interest and
Year Ending Maintenance
June 30 Principal Charges Total
2012 5 117,017 19,982 136,999
2013 108,860 14,842 123,711
2014 113,936 9,775 123,711
2015-2016 120,187 5,256 125,443
Total S 460,009 49,855 509,864

The Sehool District uses the straight-line method of amoriization for the lease payments which is not in
accordance with accounting principlcs generally accepted in the United States of America. However, the
difference between the effective interest method and the straight-line method is not considered material,
This debt will be retired from the General Fund.

Qualified school construction bonds payable

As more fully explained in Note 14, debt has been issued by the School District that qualifies as
Qualified School Construction bonds. Debt currently outsianding is as follows:

Interest Maturity Amount Amount

Description Rate Issue Date Date Issued  Outstanding
Qualified School
Construction
Bonds, Series

L. 2009 0.95% 15-Sep-0%  15-Sep-04 § 3,000,000 % 3,000,000
Qualified School
Construction
Bonds, Series

2. 2010 1.25% 1-Dec-10 1-Dec-25 3,000,000 3,000,000

Total $ 6000000 $ 6,000,000

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 - Short-Term Financiug

During the fiscal year ended June 30, 2010, the School District participated in the following shert-term financing for
the purpose of funding a tax anticipation note.
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A. Bank-financed short term debt.

The School District issued a revenue anticipation note payable to The First, a Natonal Banking
Association in Hattiesburg, Mississippi, on November 17, 2010, The proceeds from the issuance were
used to provide positive cash flows during the months preceding major ad valorcm tax collections.
Once the District’s cash flows were positive, the district made a payment consisting of principal and
interest to the bank to rcpay the short term debt. The debt was paid in full at June 30, 2011,

All transactions related 10 this debt are accounted for as part of the School District’s General Fund.

Balance Balance
Description /172010 Additions Reducrtions &/30/2011
Tax Anticipation Noce 5 - 2,000,000 2,000,000 -
h - 2,000,000 2,000,000 -

Note 8 - Other Commitments

Commitments undcr construction contracts are described in Note 5.

Note 9 — Defined Benefit Pension Plan

Plan Description. The School District contributes to the Public Employees' Retirement System of Mississippi
(PERS), a cost-sharing multiple-employer defined benefil pension plan. PERS provides retirement and disability
benefits, annual cost-of-living adjustmcnts, and death benefits to plan members and beneficiaries. Benefit
provisions are established by state law and may be amended only by the State of Mississippi Legislature. PERS
issues a publicly available financial report that includes financial statements and required supplementary
information. That report may be obtained by writing to Public Employees' Retirement Systemn of Mississippi, PERS
Building, 429 Mississippi Street, Jackson, MS 39201 or by calling (601) 359-3589 or 1-800-444-PERS.

Funding Policy. PERS members are required to contribute 9.00% of their annual covered salary, and the School
District is required to contribule at an actuarially determincd rate. The employer’s rate for fiscal year ended June 30,
2011 was 12.00% of annual covered payroll. The contribution requirements of PERS members and employers are
established and may bc amcnded 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 $3,020,735, $3,181,871 and 33,090,520,
respectively, which equaled the required conlributions for each year.

Note 10 - Sixteenth Section Lands

Sixteenth section school lands, or lands granted in lieu thereof, constitute property held in trust for the benefit of the
pubtic schools. The School Board, under the general supcrvision of the Office of the Secretary of State, has control
and jurisdiction of said school trust lands and of all funds arising from any disposition thereof. Lt is the duty of the
School Board to manage the school trust lands and all funds arising there from as trust property. Accordingly, the
board shall assure that adequate compensation is received for all uses of the trust lands, except for uses by the public
schools. The following are the future rental payments 1o be made to the School District for the use of school trust
lands. These future rental payments are from existing leases and do nol anticipate renewals or new leases,

52

B 2



Ak A N BN M RS

& -

HATTIESBURG PUBLIC SCHOOL DISTRICT
Notes to the Financial Statements
For the Year Ended June 30, 2011

Year Ending

June 30 Amount
2012 % 27,952
2013 27,622
2014 26,522
2015 26,522
2016 26,162
2017 - 2021 130,807
2022 - 2026 127,320
2027 - 2031 112,757
2032 - 2036 76,368
Thereafter 60,902
Tolal % 642,934

Note 11 - Prior Period Adjustments

A summary of significant fund balance adjustments is as follows:

Exhibit B - Statement of Activifies

Explanation Amount
1. Anerorin recording a prior period asset or liability % 68,816
2. Anerorin recording prior year long-termdebt obligations 54
Total ] 68,870
Exhibit D - Statement of Revenues, Expenditures and Changes in Fund Balances
Fund Explanation Amount
An error in recording a prior year
General Fund asset or liability 68,816
Total 68,816

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

the School District.
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Note 13 — Risk Management

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

Note 14 - Qualified School Construction Bonds

Section 1521 of the American Recovery and Reinvestment Act (ARRA) of 2010 provides for a source of capital at
no or minimal interesl rates for costs incurred by certain public schools in connection with the construction,
rehabililation or repair of a public scheol facility or for the acquisition of land where a school will be buili.
Investors receive Federal income tax credits at prescribed tax credil rates in lieu of interest, which essentially allows
state and local governments to borrow without incurring inlerest costs or to borrow at minimal rates.

The School District makes equal annual payments into a sinking fund which is used to retire the bonds at
termivation. The current maturity limit of 1ax credit bonds is 17 years, per the U.S. Treasury Depantmeni. Under
this program, ten percent of the proceeds must be subject 1o 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 1o pay costs
of issuance. The amount on depostt at June 30, 2011 was $200,000. The amount accumulated in the sinking fund at
the end of the seventeen-year period will be sufficient 10 relire the debt. The following schedule reports the annual
deposits for the two bond series to be made 1o the sinking fund by the School District.

Year Ending

June 30 Anount

2012 5 400,000

2013 400,000

2014 400,000

2015 400,000

2016 400,000

2017-2021 2,000,000

2022-2026 1,800,000
Total 3 5,800,000

Note 15 - Subsequent Events

Events that occur after the Statement of Net Assets date bui before the financial statements are available to be issued
must bc evalnated for recognition or diselosure. The effects of subsequent events that provide evidence about
conditions thal existed at the Statement of Net Assets date are recoguized in the accompanying financial statements.
Subsequent events which provide evidence about conditions that existed afler the Stalement of Nel Assets date
require disclosure in the accompanying notes. Management of the Hartiesburg Public School District evaluated the
activity of the district through January 17, 2012, and determined that the following subsequent event has occurred
requiring diselosure in the notes to the financial statements.

The School District issued a $60,000 shortfall note on August 4, 2011, This note was issued suhseguent to a
shortfall in ad wvalorem tax revenues and other local revenues for the 2010-2011  year.
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Budgetary Comymrison Schedule
General Fund
For the Year Ended June 30, 2011

Rewenues:
lLocal sources
State sources
Federal sourres
Total Revenues

Expenditures:
Insietion
Suppom services
Noninatructional scrvices
Lgeilities acquisition and conslircelion
Debl service:
Principal
Intercst
Tolal Expenditunes

Excess (Deficiency) of Revenues
over {under) Expenditures

Other Financing Sources (Lses):
Bonds and notes issued
Insumnce recovery
COpernuting l@nsfers in
Operating Lransfers oul

Total (xher Financing Sounces (Uscs)

Nel Change in Fuod Balances

Fund Balances:

July 1, 2010, es orginally porcd
Prior period udjusimenis

Iuly I, 2010}, ns restaled

Increase (Decrrasce) in eserve lor inveotory

June 30, 2011

HATTIESBURG PUBRLIC SCHOOL DISTRICT

R quired sapple me ngad Talormation

Vuriunces
Positive (Wegalive)
Dudgcied Amounts Actwial Original Final
Original Final (A AP Basis) 1o Final o Aclual

b 16,765,000 16,544,651 16,453,694 (220,349 (90,95
17,216,211 16,620,854 16,619,153 (595,157) (1,77H)
499,775 374,983 309,378 (124,792) (65,605)
4,480,985 33,540,488 33,382,225 (940),498) (158,263)
19,326,114 18,228,571 18,201,775 107,543 26,796
13,957,764 13,987,464 13,738,370 (29,700) 249,004
109,049 162,020 151,446 (52.971) 10,574
150,000 150,000 150,000
124,513 124.513 124513 ) )
25,774 25,774 25,774 0 0
33,693.214 32,678,442 312,241,878 1,(H4.872 436,464
TEITT2 862,146 1,140,347 74,374 278,201
550,000 550,000 550,000 ¢
3,000 3,000 O 4] (3,000)
5776393 5.956.336 490072 179,943 (5,466,264)
{6,513.011) (5,282,280)) {831,494} 230,731 5,430,786
{733,618) 227,056 208,578 06,674 (18,478)
54,154 1,089,202 1,348,925 t.(035,048 259,723
5,000,000 5,410,449 5410449 410,449 0
59,919 4] 50019

5,000,000 5,410,449 5,470,368 410,449 59,419

(4,825) (4.825) (4,825)
5 5054, 154 6,494,826 6,814,468 1,440,672 319,642

The noles Lo the required supplemental iolormarion are an integml part of Lthis slalement.
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Budgetary Comparison Schedule
Title TFund

For the Year Ended Juoe 30,2011

Revenues:
Local sources
Federal sources
Total Revenues

Expenditures:
Instruction
Suppom services
Moninstruclional services
Tolul Fapenditures

Ixcess {Defciency) ol Revenues
over funder) Expenditures

Other Financing Sources {Lses):
Operaring umns fems out
Total Oceher Financing Sources (Uses)

Nel Change in Fund Balances

Fand Dalances:
July 1, 2010

June 30. 2011

HATTIESBURG PUBLIC SCHOOL DISTRICT

Recquived Sappde e neal Infvrmation

Yananccs
Posilive (Negalive)
Budgered Amounts Aclual Qriginal Final
Original Final (GAAP Basis} 10 Final Lo Aclual

8,957 B9s7 B.957 0
% 3986258 3,986,258 2,724,297 0 (1,261,961)
A086,258 3,995,215 2,733,254 8,957 (1,261,961)

1,889,769 1,889,769 1,210,303 0 679,466

1,683,246 1,692,203 1,240,057 (B,957) 452,146

281,217 201 217 150,568 0 130,349

3864232 3,873,189 2,611,228 (B,957) 1,261,961
122026 1224525 122,026 0 0

(122.026) (1221026) (122.026) 4] 4]
{122.025) (122,026) (122,025) 0 }

{ 4] 0 0 0

{ 0 4] { {

b 0 4] 0 0 0

The notes o the requircd supplemenial infomuation ere an integral pan of this stalement.
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HATTIESBURG PUBLIC SCHOOL DISTRICT
Notes to the Required Supplemental Information
For the Year Ended June 30, 2011

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

October 15. A budgetary comparison is presented for the General Fund and each major Special Revenue
Fund consistent with accounting principles generally accepted in the United States of America.

61



HATTIESBURG PUBLIC SCHOOL DISTRICT
{This page left blank intentionally)

62




SUPPLEMENTAL INFORMATION

63



HATTIESBURG PUBLIC SCHOOL DISTRICT

{This page left blank intentionally)

64




HATTIESBURG PUBLIC SCHOOL DISTRICT

sunibemental Informadion

For the Year Ehtthune 30 2011

Catalop of
Federal
Federal Grantor/ Domestic
Pass-through Grantor/ Assistance Federal
Program Title No. FExpenditures
Passed-through Mississippi Department of Educarion:
Child nutrition cluster:
School breakfast program 10553 &% 938,507
National school lunch program 10.555 2,088,933
Summer food service program for children 10.559 79,161
Total child nutrition cluster 3.106,601
Total US. Department of Agriculture 3,106,601
Direct Program:
Reserve Officers’ Training Corps 1200 66,116
Total U.S. Department of Defense ,
Passed-through Mississippi Depariment of Transportation:
ARRA Highway planning and construction 20.205 408 445
Total U S. Department of Trans portation miﬁﬁ
T
Administered through the Universal Service Administrative Company:
The schools and libraries program of the universal service fund 3200 237,481
Total Federal Convmunications Commmission X
Passed-rhrough Mississippi Department of Education:
Adult education-basic grants 1o srates 84.002 148712
Career and technical edueation - basic grants 1o states B4.048 87178
Safe and drug-free schools and eommunities- state grants B4.186 10,160
Education technokogy state grants 84318 25,222
Reading first state grants 84.357 177,234
English language acquisition grants 84.365 29472
Improving leacher quality - siate grants 84 367 437,540
School improvement grants 84.377 15,734
Subto1al .
Title I cluster.
Title I grants to kecal educational agencies 84.010 3260213
ARRA - Title I grants 10 local educational agencies. Recovery Act 84.389 1,513,593
Total Titke I clusler Niks
Special education cluster:
Special education - grants to states 84.027 1,093,629
Special education - presehool grants 84.173 47,354
ARRA - Special educalion granls to states, Recovery Act 84.39] 891,865
ARRA - Special education - presehool grants, Recovery Acl 84.392 8,310
Toral special education cluster \
State Fiscal Stabilization Fund cluster:
ARRA - State Fiscal Stabilization Fund - Education state grants, Recovery Acl 84.304 1,076,166
Tolal Slate Fiscal Stabilization Fund cluster \
Education for homeless children and youth cluster
ARRA -Education for homeless children and youth, Recovery Act 84.387 1,000
Total Education for homeless children and youth cluster TO00
Toml uUs. Delnrlmant of Ehcalion BB23.382
Passed 1hr0ugh the MlSSlSSlppl Depanmant ofEducauon
Medical assistance program 93.778 34,394
Total (LS. Departvent of Heal th and Human Services
Total for All Federal Awards 3 12,676,419
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HATTIESBURG PUBLIC SCHOOL DISTRICT

) Supple mental Information
Schedule of Expenditures of Federal Avwards
For the Year Ended June 30, 2011

NOTES TO SCHEDULE

1. This schedule was prepared using the sane basis of accounting and the same significant accounting policies,
as applicable, used for 1the financial sTatenents.

2. The expenditure anounts include trans fers out.

3. The pass-through entities did not assign identifying numbers 1o the school dis trict.
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HATTIESBURG PUBLIC SCHOOL DISTRICT

Supplemental Information
Schedule of Instructional, Adminds tratlwe and Other Fxpenditures - Governnental Funds
For the Yesr ¥nded June 30,2011

Instruciion and

{nher Siudem
Instructional General .School
Lxpenditures Total Expendilures Administration Adminis (rution (xher
Salaries aud fringe benefits b3 760,655 26,403,060 1,345,252 2,203,873 4,718,460
Other 17,950,151 4,396,419 561,258 269,581 12,722 893
Tonal 3 52,710,806 30,799,479 1,906,520 2,563,454 17,441,353
Total nuinber of students * o, 6l
Cost per student g 11,802 6,596 427 574 2.905

For purposes of this scheduke, the Tollowing colurmar desceriptions are apphcable:

Instruction and Ovher Student Instructional Expenditurmes - includes the activities dealing directly with the inicraction between tcachers end siudents,
Included here are the activities ol leacherns, teachers aides or classroom assisiants of any lype.

General Adminsition - meludes expendilures for the lollowing lunctons: Suppon Services - General Admimis tration and Suppon Services -
Business.

School Adminis uation - includes expendilures [or the foTlowiag funclion: Suppon Services - School Adninistration.

{Mher - includes all expenditure functons not mcluded in Instruclion or Admnistmbon Colegories.

* includes 1he number of swudents reported on the ADA repon submission for month 9, which is the [inal submis sion for (he liscal year
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HATTIESBURG PUBRLIC SCHOOL DISTRICT

Smtement of Revenues, Expenditures and Changes in Fund Balances

General Fund

Last Four Years
INAUDITED

Rewennes:
Local sources
Intermediale sources
Stale sources
Fedemal sources
Total Revenucs

Expenditures:
Instruction
Support services
Noninstructional scrvices
Sixeenth rection
Debt service:
Principal
Inicrest
Toual Expenditures

Excese (Deficiency) of Revenues
over (under) Expendilures

Other Finaneing Sources (Uses):
Bonds and notes issued
Insurance rcecovery
Sale of Lrans portalibn equipment
Sale of other property
(nher financing sources
Operating transfers oul

Tolal (ther Financing Sources (Uses)

Net Change in Fund Baloances

Fund Balances:

Beginning of period, as originally reported
Prior period adjusiments

Beginning of perod, us restated

Increase (Decrease) in wseeve fur inventory
End of Period

*SOURCL - PRIOR YEAR AUDIT RFPORTS

2011 2010% 2009+ 2008+
S 16,453,694 15,934,629 15,302,777 14,951,565
440
16,619,153 17,393,553 19,124,413 19,185,343
309,378 400,303 437299 254,717
33,382,225 33,728 885 34,864,489 34,431,625
18,201,775 19,171,246 20,887,383 19,320,249
13,738,370 14220,163 (4,414,366 13,852,143
151,446 223,545 237,079 308,443
285,330 758,363
124,513 118,980 113,605 108,646
25,774 31,307 36,592 41,641
32,241 878 33765241 35,974,445 34,380,485
1,140,347 (36,356) (1,109,956) 42,140
550,000
7,293
4,760
3,829 1,680
490,072 670.900 588,386 139986
(&3 1,494) (1,512,457) (1,188,561) {1,290,585)
208,578 {841,548) (584,293) (1,148.919)
1,348,925 (BT7,904) (1,694,249) (1,106,779)
5410449 6,297,462 1,965,174 9,086,433
59.9(9
5,470,368 6,297462 7,965,174 9,086,433
(4.825) (9,109) 26,537 14,480)
§ 6,814,468 5,410,449 6,297,462 7.965,174
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HATTIESBURG PUBLIC SCHOOL DISTRICT

All Governmental Funds
Last Four Years
INAUDITED

Rewenues:
Logcul sources
Intermediate sources
Stale sourccs
l'ederal sources
Sixdeenlh scclion sources
Tolal Revenues

Expenditures:
Insiruclion
Suppon services
MNonins tructional scrvices
Sixecuth section
Liacilities acquisition and construclion
Debl service:
Principal
Inierest
Other
Total xpendilures

Fxcess (Meliciency) of Revenues
over (under) FExpendilures

Other Financing Sources (Uses):
Bonds and notes issucd
Insnmnce recovery
Refunding bonds issucd
Payment 1o escrow agenl
Preminms on bonds and refunding bonds issued
Payment o relunded bond ¢scrow agent
Payment to Qualitied Zone Academy debt escrow agent
Sak oltransportation ¢guipment
Sak of other propery
Operating trans fers in
Operating, Lransfers out
Other linancing uses
Total (her Financing Sources {Usca)

Mot Change in l'und Balances

Fnnd Dalances:

Beginning of period, as originally reported
Prior period adjusuncnis

Heginning of perdod, as reslaled

Increasc (Decrease) in reserve for inventary

Fnd of Period

*SOURCY: - PRIOR YLAR AUDIT REPORTS

Other Lalornaation
Swatement of Revenues, Expenditures and Changes in Fund Balances

2011 2010 2009% 2008
$ 1895741 18,291 485 17,8640, 100 17,785,326
40
18,489,709 1R.955,536 21,148,681 20,594,449
12,215,474 12,051,486 9,321,275 9.217,809
173,114 162,208 53,893 198,682
49,835,738 49461516 48,353,949 47,796,266
25,283,850 25,898,797 26,049,864 24,159,617
18,472,178 19,663,452 18,441,986 18,128,859
3,084,999 3,100,684 3,090,616 3,397,643
16,246 24312 40,055 20,197
2,199,271 333,276 658,611 906,858
2,803,733 1,743,580 7,842,105 1,870,646
727,089 745488 862,993 982,417
103,440 3917 4,070 5,437
$2.710.806 52,016,906 56,990,390 49 471,664
(2,875.068) {2,575,390) (R.606,441) (1,675,398)
4,550,000 3,000,000 5933963
7.293
6,355,000
200,000
72,762
(5,534,780)
(200,000
4760
1829 1,680
1,544,75 | 2,468,290 2,243,400 2,535,118
(1,544,751 (2,46%.290) (2,243,400 (2,535,118)
(s
5,442,967 3,000,000 5949845 1,680
2,567,899 424,610 (2.656,596) (1673718
12,881,325 12,460,497 15,074,313 16,754,067
68,816 _{5,750)
12,950,141 12,454,747 15,074,313 16,754,067
(14,382) 1,968 42,780 (6,036)
$ 15,503,658 12,681,325 12,460,497 15,074,313
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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

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

To the Sehool Board
Hattiesburg Public School District

We have audited the financial statements of the governmental activities, each major fund, and the aggregaie
remaining fund information of Hatriesburg Public School District, as of and for the year ended June 30, 2011, which
collectively comprise thc Hattiesburg Public School District’s basic financial statements and have issued our report
thereon dated January 17, 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 Compuroller General of the United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered Hattiesburg Public School District’s internal control over
financial reporting as a basis for designing our auditing procedures for the purpose of expressing our opinions on the
financial staterments, but not for the purpose of expressing an opinion on the effectiveness of Hattiesburg Public
School District’s internal control over financial reporting. Accordingly, we do not express an opinicn on the
cffeetiveness of Hattiesburg Public Sehool 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 2 reasonable possibility that a material misstatement of the entity’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 deseribed in the first
paragraph of this seclion and was not designed to identify all deficiencies in internal control over financial reporting
that might be deficiencies, signifieant deficiencies, or malerial weaknesses. We did not identify any deficiencies in
internal control over financial reporting that we consider to be malerial weaknesses, as defined above. However, we
identified certain deficiencies in internal control over financial reporting, described in the accompanying schedule of
findings and questioned costs that we consider to be significant defieiencies in inlernal control over financial
reporting. (Finding 2011-01 and Finding 2011-02) A significant deficiency is a deficiency, or a combination of
deficiencies, in intemal control that is less severe than a malerial weakncss, yet important enough 1o meril attention
by those eharged with governance.

Compliance and Orther Matiers

As pan of obtaining reasonable assurance about whether Hattiesburg Public School District’s financial statements
are free of material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements, noncompliance with which could have a direct and material effect on the
determination of financial statement amounts. However, providing an opinion on complianee with those provisions
was not an objective of our audit, and accordingly, we do not express such an opinion. The results of our tests
disclosed no instances of noncompliance or other matters that are required to be reported under Governmen:
Auditing Standards.






The Hattiesburg Public School District’s responses to the findings identified in our aodit are described in the
accompanying Auditee’s Comrective Plan. We did not audit the Hattiesburg Public School District’s responses and,
accordingly, we express no opinion on the responses.

This report is inlended solely for the information and usc of management, City Council, others within the entity, and
federal awarding agencies and pass-throngh entities and is not intended 1o be and should not be used by anyone
other than these specified parties.

wzamu, r. anwbh
Suzanne E. Smith, CPA
Ianuary 17, 2012
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Suzanne E. Smith, CPA, PLLC
Certified Public Accountant
P. O. Box 7124 » Mendian. MS 39304

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

INDEPENDENT AUDITOR’S REPCRT 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 Schoot Board
Hattiesburg Public School District

Compliance

We have audited Hattiesburg Public 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 Hartiesburg Public School District’s major federal programs for the year ended June 30, 2011, Hattiesburg Public
School District’s major federal programs are identified in the summary of auditor's results section of the
accompanying schedule of findings and questioned costs. Complianee with the requirements of laws, regulations,
contraets, and grants applicable to each of its major federal programs is the responsibility of Hattiesburg Public
School Distriet’s management. Our responsibilily is to express an opinion on Hattiesburg Public School District’s
compliance based on our audit.

We condueted our audit of compliance in aeeordance with auditing standards generally accepled in the United Slales
of America; the standards applicahle to finaneial audits contained in Government Auditing Standards, issued by Lhe
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 eompliance requirements referred to above
that could have a direct and material effeet on a major federal program oecurred. An audit includes examining, on a
{est basis, evidence about Hattiesburg Public Scheol District’s eompliance with those requirements and performing
sueh other procedures as we eonsidered necessary in the circumstances. We believe that our audit provides a
reasonable basis for our opinion. Our audit does not provide a legal determination of Hattiesburg Public School
District’s eompliance with those requirements.

In our opimion, Hattiesburg Public School District, complicd, in all material respects, with the compliancc
requirements referred to above that could have a direct and material effect on each of its major federal programs for
the year ended June 30, 2011,

Internal Control over Compliance

Management of Hattiesburg Public Sehool District is respensible for establishing and maintaining effective internal
eontrol over compliance with the requirements of laws, regulations, contracts, and grants applicable to federal
programs. In planning and performing our audit, we considered Hattiesburg Publie School District’s internal control
over eompliance with the requirements that could have a direct and material cffcet on a major federal program to
detcrmine the auditing procedures for the purpose of cxpressing our opinion on compliance and 1o test and report on
internal control over compliance in accordance with OMB Circular A-133, but not for the purpose of expressing an
opinion on the effectivcness of intcrmal control over eompliance. Accordingly, we do not express an opinion on the
effectiveness of Hattiesburg Publie School District’s internal control over compliance.

Our consideration of internal eontrol over complianee was for the limited purpose described in the preceding
paragraph and was not designed to identify all dcficiencies in internal eontrol over compliance that might be
significant deficiencies or material weaknesses and therefore, therc can be no assurance that all dcficieneies,






signifieant defieiencies, or matenial weaknesses have been identified. However, as diseussed below, we identified
certain deficiencies in internal control over compliance that we consider to be significant deficiencies.

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, 1o 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 over compliance is a deficiency, or combination of deficiencies, in internal
control over compliance, such that 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.

A significant deficiency in internal control over compliance is a deficiency, or a combination of deficiencies, in
internal control over compliance with a type of compliance requirement of a federal program that is less severe than
a material weakness in internal control over compliance, yet important enough to merit attention by those charged
with governance. We consider the deficiencics in internal eontrol over compliance described in the accompanying
schedule of questioned costs as Finding 2011-03, Finding 2011-04, Finding 2011-05, and Finding 2011-06 10 be
significant deficiencies.

The Hattiesburg Public School Districts responses to the findings identified in our audit are described in the
accompanying Auditee’s Corrective Action Plan. We did not audit the Hatiesburg Public Scheol 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 and is not intended to be and should not be used by anyone
cther than these specified parties.

Suzanne E. Smith, CPA
January 17, 2012
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REGULATIONS

79



HATTIESBURG PUBLIC SCHOOL DISTRICT

(This page left blank intentionally)

B0



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

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

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

Superintendent and School Board
Hattiesburg Public School District

We have audited the financial statemnents of the governinental activities, each major fund, and the aggregate
remaining fund information of the Hattiesburg Public School District as of and for the year ended June 30, 2011,
which eollectively comprise Hattiesburg Public School District’s basic financial statements and have issued our
report thereon dated January 17, 2012. We conducted our audit in accordance with audiling slandards generally
accepted in the United States of Aunerica and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States.

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

The results of our procedures performed to test compliance with the requirements of Section 37-61-33(3)(a)(iii),
Miss. Code Ann. {1972), disclosed no instances of noncompliance. The district reported $12,211 of classroom
supply funds carried over from previous years.

Section 37-9-18(3)(b), Miss. Code Ann. (1972), stales in par, “the auditor shall test to insure correct and appropriate
coding at the function level. The audit must include a report showing the correct and appropriate functional level
expenditure codes in expenditures by the School District.”

The results of our procedures perforimed to test compliance with the requirements of Section 37-9-18(3)(b), Miss.
Code Ann, (1972), disclosed no instances of noncompliance related to incorrect or inappropriate 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 centain other state laws and regulations. However, providing an
opinion on compliance with ail state laws and regulations was not an objective of our audit and, aceordingly, we do
nol express such an opinion.

The results of procedures performed 1o test compliance with cenain 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, enlities with

accreditation overview, and federal awarding agencies and pass-through entities and is not intended to be and should
not b¢ used by anyong other than these specified parties.

wban.m, P ratd,

Suzanne E. Smith, CPA
Jenuary 17, 2012
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SCHEDULE OF FINDINGS AND QUESTIONED COSTS

Section I; Summary of Auditor’s Results

Financial Statements:

I.  Type of auditor’s report issued: Unqualified
2. Intemnal control over financial reporting:
a, Material weakness(es) identified? (Yes/No) No
b. Significant deficiency(ies) identified? (Yes/None reported) Yes
3. Noncomgpliance material to financial statements noted? (Yes/No) No
Federal Awards:
4.  Internal control over major programs:
a. Material weaknessies) 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: Ungualified
6. Any audit findings disclosed that are required to be repornted in accordance with Yes
Section 510¢a) of OMB Circular A-133? (Yes/No)
7. Idemtification of major programs:
CFDA Number Award
Child Nuirition Cluster:
10.553 Scheol breakfast program
10.555 National school lunch program
10.559 Summer food service progran tor children
Title I Cluster:
84.010 Title I grants to local educational agcncies
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
84391 Special education — grants to staics, recovery act
84,392 Special education —~ prescheol grants, recovery act
State Fiscal Stabilization Fund (SFSF) Cluster;
84.394 State Fiscal Stabilization Fund — Education state grants, recovery act

84.367 Improving teacher quality — state grants

20.205 Highway planning and construction
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8. Dollar threshold used to distinguish between type A and type B programs: $380,293

9.  Auditee qualified as low-risk auditee? (yes/no) No

Section II: Financial Statement Findings

Significant Deficiencies not Considered to be Material Weaknesses
Finding 2011-01 - Control Deficiency - Recording of Federal Revenues — Donated Commodity Amounts.

Finding: The child nutrition department failed to provide the business manager with the correct amounts
received in the form of federal donated food commodities for the year ended lune 30, 2011, The child nutrition
department does not consistently track shipments of commodities requested {0 centrally verify the arrival of those
items. This constituzes a control deficiency that impacts federal revenues recorded in the financial stetements and on
the Schedule of Expenditures of Federal Awards. The amount of the undersiaied was approximately $40,000. An
audif adjustment was proposed and accepted to correctly state the federal revenues and related expenditures for the
year.

Reeommendation: We recommend that the child nutrition department develop a system for tracking
commodities ordered to verify that all ilems are received and signed for by school personnel. The amounts received
by the district should be cross-referenced 1o the reporuing forms available from the Mississippi Department of
Edueation and accumulated for business department review,

Finding 2011-02 - Control Deficiency — Alloeation Method for Distributing Costs for Workers’ Compensalion
Insurance Benefit.

Finding: The School District’s method for distributing the costs of workers’ compensation insurance
benefit expenditures to the various funds resulted in over-allocations of $144,065 for the two year period ending
June 30, 2011. The General Fund was the primary fund affected and showed higher payroll benefit expenditures in
both years than was necessary to service the payments required for the insuranee eoverage. Amounts of over-
atlocations in other funds were insignificant. An audit adjustment was proposed and accepted to reduce current
year expenditures and adjust beginning fund balance for the prior year over-allocations, thereby eliminating the
misstafement.

Recommendation: We recommend that the district develop a system to distribute costs for workers’
compensation insurance benefits that will correctly match insurance costs lo funds.

Section ill: Federal Award Findings and Questioned Costs
Significant Deficiencies not Considered to be Materinl Weaknesses nor Material Noncompliance
Finding 2011-03 - Control Deficiency - Recording of Federal Revenues — Donated Commodity Amounts,

Finding: The child nutrition department failed to provide the business manager with the correct amounts
received in the form of federal donated food commodities for the year ended June 30, 2011, The child nutrition
department does nol consistently track shipments of commodities requested to centrally verify the arrival of those
items. This constitutes a control deficiency that impacts federal revenues recorded in the financial statements and on
the Schedule of Expenditures of Federal Awards. The amount of the understated was approximately $40,000. An
audit adjustment was proposed and accepled to correctly state the federal revenues and related expenditures for the
year.

Recommendation: We recommend that the child nutrition department develop a system for tracking
commodities ordered to verify that all items are received and signed for by school personnel. The amounts received
by the district should be cross-referenced to the reporting forms available from the Mississippi Depanment of
Education and accumulated for business department review.
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Finding 2011-04 — Control Deficiency — Child nutrition cluster — Eligibility

Finding: Any child enrolled in a parieipating school who meets eligibility criteria may receive meals
under the Child nutition cluster of programs. Children belonging to households meeting nationwide income
eligibility requirements may receive meals at no charge or al reduced price. Children who have been determined
ineligible for free or reduced price school meals pay the full price, set by the School District, for their meals. The
School District is charged with developing a process to identify eligible partieipants in their program.

Out of a sample of 30 (thirty) household (family) applications, we noted five instanees of applications containing
inconsistent or missing data or incorrect eligibility determinations. In several instances, the staff had to provide
additional data or make assumptions as to how the eligibility determinations werc made. Administration has stated
that additicnal training and suppont for these workers may be needed. The ineorrect determination of eligibility
impacts the meals claimed for federal reimbursement,

Recommendation: We recomunend that appropriate training and support be given to all personnel
reviewing and inputting househeld (family) applications into the software during the verification process. Any
additional information obiained for purposes of clarifying applications should be appropriately documented and
maintained in the files for review during audit.

Finding 2011-05 — Control Deficiency — Child nutrition cluster — Program Income

Finding: Program income includes income received from reduced price and paying students and adult meal
sales and special function income. Such program revenues must be used te support the child nutrition program.
During a cemparison of deposited and recorded program income sales, we noted that the projected sales for the
number of paid meals reported on the monthly claims for reimbursement did not materialize in the form of bank
deposits and credits to the gencral ledger. Projected sales exceeded deposited and recorded sales by $15,744, The
reason for this difference is not known. Such differences may be a failure to capture payments when student or adult
paid meals are entered into the system, an over-reporting of paid meals on the monthly claims forms, or the failure
to correctly record meals sales each month,

Recommendation: We reconunend that the district refine the system for traeking and recording meal sales
in the child nuirition program. Software reports are available in the sysiem to assist with this effort; however,
program administrators are unfamiliar with the capabilities of the system.

Finding 2011-06 — Control Deficieney ~ Child nutrition cluster — Reporting

Finding: Program administration is unable to rely on sofiware-generated reports for meal counts 1o be
reported for reimbursement to the U, S. Depariment of Education. The software being used generates meal eount
reports by school location and in total. The different reports often show eonflicting amounts for meal counts. The
child nutrition secretary stated that she was instructed by the software vendor to select the higher number. The
program administration is not adequately trained to understand the software being used to administer the program
and was unable to answer basic questions concerning the reports or conflicting amounts. It is essential that the
district have a good understanding of the sofiware used to track eligible students and meal counis. This will
guarantee that the district is being reimbursed for all eligible meals.

Recommendation: We recommend that the district obtain the necessary software training for those persons
responsible for preparing menthly claims for reimbursement,
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AUDITEE’S CORRECTIVE ACTION PLAN
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Hattiesburg Public School District

Jaunes (¢ Bacchus, Supeitnfendent

Financial & Compliance Audif Division

As required by Section . 315(c) of OMB Circular A-133, the [latticsburg Public School District has
prepared and herehy subimits the following corrective action plan Tor dw findings included in the
Schedule of Findings and Questioned Costs for the year ended June 30. 2011

Finding Carregtive_ Action Plap Details
20110 a. Name(s) of Contact Person{s) Responsible lor Correciive Action:

Stephanie 1Toze, Child Nutrition Director.

b, Corrective Action Planmed:
This nding was reviewed in dewail and discussed with coch manager and
bookkeeper of the Child Nutrition S1afl, We have instituted a rwo party cross
relerence monitoring system by bookkeepers lor tracking each commodity order
10 verily thay all items are received and signed lor by specifically designated
sehool personned. The amotnts received will be cnuss relerenced 1o the MDE
reponing forms and iransmitied (o the business deparuncent for review and

reconcilintion.
¢. Anticipated hinplementation Daie;
immediately.
20n-02 a. Name(s) of Comtact Person(s) Responsible tor Corrective Action

Lrank Aderholdi. Business Manager

h. Corrective Action Planned:
The district will adjust cates charged for workers™ compensation lbrough the
payroll sysiein to match preminm costs as closely as possible,

L. Anticipated Completion Date:
Beginning January 2012 and revised as needed on a monthly basis (bereafler.

201103 . Name(s) of Contact Person{s) Responsthle for Corrective Action:
Stephanie Hoze, Child Nutrition Director.

b. Corrective Actien Flanned:
This finding was reviewed in detail and discussed with cach tnanager and
hookkeeper of the Child Nurrition StafT. We have instituied a two pany cross
reference moenitoring system by bookkeepers for tracking cach commodify order
1e verify that all items arc received and signed for by specifically designated
school personnel, The amount received wil) be cross referenced to the MDE
reparting forins and transinitted 10 the business depariment [or review and
reconcilialion.

c. Amticipmed Iimplementalion ate:
Immedintely.

301 Manie Street » Hattiesborg, MS 10401 « RO Bux 1369 - Hatiesburg, M5 10403-1569
Phone (h01) 532.5073 « VFax {601) 5383-733¢

ety L earners, Tonneaw S F cades !
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201 1-04

MURRIN

201 1-06

Name(s) ol Contact Personis) Respotisible lor Corrective Action:
Stephanic Hoze, Child Nulrition Dircctor.

Corrective Action Planned:

This finding has been reviewed and discussed with Child Nutrition Staff, W will
conducl an in-house review of all applications for accuracy and proper eligibility
determinations along with a review of proper documentation. A summary reporl
will he prepared. We will schedule on-site training with our sofiware provider for
[ 00% of personnel revicwingfinpuiting household informalion into the soitwarc.
Any additional information obtained for purposes of clarilying applications will
be appropriatcly documented aed maintained in the files Tor review during audit.

Anticipaled inplementulion Dale:
lnmedialely.

Nameis) of Contact Person(s) Responsible for Correetive Action:
Stephanie Hoze, Child Nutrition Director.

Corrective Aclion Planncd:

This finding has been discussed with Child Nulrition bovkkeepers, inanagers and
cashiers at cach school. A more detailed system ot rracking and recording meal
salcs is being developed for cashiers. More immediately, deposits will e
reconciled with recorded sales on a daily basis and deficiencies will be tmcked
accordingly on a daily bases. Lach cashier and administrative stalt will reecive
onsite training from our soflwure company 10 understand our soware repaors

Anticipated Tmptementation Date:
Immediately.

Name{s) of Conlact Person(s) Responsihle lor Corrective Acrion:
Stephanie Hoze, Child Nulrition Director.

Corrective Action Planned:

Upgradces to our sofbware program will occur and additional trainimg will he
provided for personnel responsible [or prepacing monthiy claims for
rcunhursement.

Anticipated [mplemeniation Date:
Beginning of 2012-2013 school year,
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Hatticsburg Public School District

o

Jamey O Hacchus, gt nbomfent

SUMMARY OF PRIOR YEAR FINDINGS
For the Year Ended June 30, 2011

Section II: Financjal Statement Findin,

Siguficant Deficrency Not Censidered to be a Marenial Weaknews -
3 2010-01 Control Deficiency in Cash Recerpts for § t Actpty Funds
Current Starus: Control deficieney corrected
Section IIT: Federal Anar dings and Questioned Costs
Significant Deficiencies Not Consrdersd o be Matenal Weakpesses -
Ewdine J010-02, Chuld sumnon cluster - Ehgbahity,
Current Status: Carrent year fmding a1 Fanding 2011-04

Finding 2010-03: Child mutnihon chistey — Program Income.
Current Status” Current vear fodhing at Findang 2011-05

Fi 2010-04: d i chuster — Special Tests and Procedures — Venficauon

Cuwrent Safus: Control deficiency corrected.
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