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INDEPENDENT AUDITORS' REPORT

Superintendent and School Board
Le¢e County School District

We have audited the accompanying financial statements of the govemimental activities, cach major fund and
the aggregate remaining fund information of the Lee County School District as of and for the year ended June
30, 2011, which collectively comprise the Lee County School District’s basic financial statements as listed
in the table of contents. These financial statements are the responsibility of the Lee County Sehool District's
management. Our responsibility is to express opinions on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicablc to financial audits contained in Government Auditing Standards, issued
by the Comptroller General of the United States. Those standards require that we plan and perform the audit
to obtain reasonablc assurance about whether the financial statements are free of material misstatement. An
audit includes consideration of iniemal control over financial reporting as a basis for designing audit
procedures that are approprate in the circumstances, but not for the purpose of expressing an opinion on the
cffectiveness of thc District’s intcrnal control over financial reporting. Accordingly, we ¢xpress no such
opinion. An audit also includes examining, on a test basis, evidence supporting the amounts and diselosures
in the financial statements, assessing the accounting principles used and significant cstimates made by
management, as wcll as cvaluating the overall financial statement presentation. We belicve that our audit
provides a reasonable basis for our opinions.

In our opinion, the financial statements referred to previously present fairly, in all material respects, the
respective financial position of the governmental activities, cach major fund, and the aggregate remaining
fund information of the Lee County School District, as of June 30, 2011, and the respective changes in
financial position, thercof for the year then ended in conformity with accounting principles generally aceepted
in the United States of America.

In accordance with Governmenr Auditing Standards, we have also issued our report dated August 13, 2013
on our consideration of the Lee County School District’s internal eontrol over financial reporting and on our
tests of its compliance with certain provisions of Jaws, 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 comphiance and the results of that testing, and not to provide an opinien on the internal control
over financial reporting or on compliance. Thatreport is an integral part of an audit performed in accordance
with Government Auditing Standards and should be considercd in assessing the results of our audit.
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INDEPENDENT AUDITORS' REPORT
ON THE BASIC FINANCIAL STATEMENTS
AND SUPPLEMENTAL INFORMATION

- Continued -

Accounting principles gencrally accepted in the United States of America require that the management’s
discussion and analysis and budgetary comparison information be prescnted to supplement the basic financial
statements,  Such information, although not a part of the basic financial statements, is requircd by the
Govermmental Accounting Standards Board, who considers it to be an essential part of financial reporting for
placing the basic financial statemcents in an appropriate operational, economic, or historical context. We have
applied certain limilcd procedures to the required supplemental information in accordance with auditing
standards gencrally accepted in the United States of America, which consisted of inquirics of management
about the mcthods of preparing the information and comparing the information for consistency with
management’s responses to our inquiries, the basie financial statements, and other knowledge we obtained
during our audit of the basic financial statcments. We do not express an opinion or provide any assurance
on the information becausc the limited procedures do not provide us with sufficient evidence to cxpress an
opinion or provide any assurance.

Our audit was conducted for the purpose of forming opintons on the financial statements that collectively
comprise the Lec County School District’s basic financial statements, The accompanying Schedule of
Expenditures of Federal Awards and the Schedule of Instructional, Administrative and Other Expenditures
for Governmental Funds arc presented for purposes of additional analysis and are not a required part of the
basic financial statements. Such information is the responsibility of management and was derived from and
relates direetly to the underlying accounting and other records used to prepare the financial statcments. The
inforination has been subjected to the auditing procedures applied in the audit of the basic financial statements
and certain additional proccdures, including comparing and reconciling such information directly to the
underlying accounting and other records used to prepare the financial statement or to the financial statements
themselves, and other additional procedures in accordance with auditing standards generally accepted in the
Untted States of America. In our opinion, the information is fairly stated in all material respects in relation
to the basic financial statements as a whole.

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprisc the Lee County School District’s basic finaneial statements. The other information section, which
includes the Statecment 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 Misstssippi Department
of Education and is not a required part of the basic financial statements. Such information has not been
subjected to the auditing procedures applied in the audit of the basic financial statements and , accordingly,
we do not cxpress an opinion or provide any assurance on it.

V. TH. Wenbler & Hssociates PLLC

August 13, 2013
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LEE COUNTY SCHOOL DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JUNE 30, 2011

The discussion and analysis of Lee County School District’s financial performance provides an overall
narrative review of the School District’s financial activitics for the year ended June 30, 2011, The intent
of this discussion and analysis is to look at the School District’s performance as a whole; readcrs should
also review the basic financial statements and the notes to the basic financial statements to enhance their
understanding of the School District’s finaneial performance. Information contained in this section is
qualificd by the more detailed information contained clsewhere 1n this District’s financial statements,
notes to financial siatements and any accompanying materials. To the extent this discussion contains any
forward-looking statements of the Distnet's plans, objectives, expectations and prospects, the actual
results could differ materially from those discussed hercin.

FINANCIAL HIGHLIGHTS

s Total net assets for 2011 increased $ 2,863,758 which represents 6.97% increase from fiscal ycar
2010. Total nct assets for 2010 increased 32,673,673, including a prior period adjustment of
($244,039), which represents a 6.97% inerease from fiscal year 2009,

¢ (cneral revenues amounted to § 44,424,404 and § 45,417,151, or 74.88% and 76.88% of ail
revenues for fiscal years 2011 and 2010, respectively. Program speeific revenues in the form of
charges for services and grants and contributions accounted for 3 14,904,486, or 25.12% of total
revenucs for 2011, and $13,661,285, or 23.12 % of total revenues for 2010.

» The District had $ 56,465,132 and § 56,160,724 in expenses for fiscal years 2011 and 2010; only
5 14,904,486 for 2011 and $ 13,661,285 for 2010 of these cxpenscs was offset by program
specific charges for scrvices, grants and contributions. General revenues of $ 44,424,404 for
2011 and $45,417,151 for 2010 were adequate to provide for these programs.

o Among major funds, the General Fund had $ 4),874.482 in revenues and § 40,944 855 in
cxpenditures for 2011, and § 42,320,681 in revenues and § 41,023,238 in expenditures in 2010.
The General Fund’s fund balance increased by $ 1,312,442 from 2010 to 2011, and increased by
$ 1,328,252 from 2009 to 2010.

» (Capital assets, net of accumulated depreciation, increased by $ 1,554,111 for 2011 and decreased
by § 567,493 for 2010. The incrcase for 2011 was duc to the completion of an addition at
Guntown Middle School and HVAC renovations at multiple schools. The decrease for 2010 was
duc to the disposal of seven school buses as well as the increase in accumulated depreciation,

¢ Long-term debt decrcased by § 1,907,769 for 2011 and incrcased by $ 879,683 for 2010. This
dcecrease was duc to the principal payments on long-term debt. The liability for compensated
absences incrcased by $ 5,425 for 2011 and decrcased by § 14,356 for 2010.

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis 15 intended to serve as an introduction to the District’s basic financial
statements. The District’s basic financial statements compris¢ three components: |) government-wide
financial statemcnts, 2) fund financial statements, and 3) notes to the financial statements. This report
also contains other supplemental information in addition to the basic financial statements themselves.



LEE COUNTY SCHOOL DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JUNE 30, 2011

OVERVIEW OF THE FINANCIAL STATEMENTS — Continucd

Government-wide Financial Statements. The government-wide financial statements are designed to
provide rcaders with a broad overview of the District’s finances, in a manner similar to a private-sector
business. These statements arc prepared using the accrual basis of accounting and include all assets and
liabilitics.

The Statcment of Net Asscts presents information on all the Districl’s asscts and liabilities, with the
differcnce between the two reported as net asscts. Over time, increases or deereascs in net assets may
serve as a useful indicator of whether the financial position of the District is improving or detertorating,

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

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

Fund Financial Statements. A fund is a grouping of related accounts that is used to maintain control
over resources that have been segregated for speeifie activities or objcetives. The District vses fund
accounting to cnsurc and demonstrate compliance with finance-related legal requirements.  All of the
funds of the District can be divided into two categories: governmental funds and fiduciary funds.

Governmental funds. Govemmental funds are wvsed to account for essentially the same
functions reported as govemmental activities in the govemment-wide financial statements.
However, unlike the government-wide financial statements, governmental fund financial
statements focus on current spendable resources, as well as on balances of spendable resources
available at the end of the fiseal year. Such information may be vseful in evaluating the District’s
current financing requirements. Govemmental Funds are reported using modified accrual
accounting. This method of accounting mecasures cash and other asscts that can be casily
converted to cash. The Governmental Funds Statements provide a detailed short-tcrm view of the
School District’s operations.

Because the focus of governmental funds is narrower than that of the government-wide financial
statements, it is useful to compare the information presented for govemmental funds with similar
information presented for governmental activitics in the govemment-wide financial statements.
By doing so, readers may better understand the long-term impact of the District’s current
financing decisions. The govemmental fund’s Balance Sheet is reconctled to the Statement of
Net Assets, and the govemmental fund’s Statement of Revenucs, Expenditures, and Changes in
Fund Balances is reconciled to the Statement of Activithies to facilitatc this comparison between
governmental funds and govermnmental activities.

10



LEE COUNTY SCHOOL DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JUNE 30, 2011

OVERVIEW OF THE FINANCIAL STATEMENTS - Continued

The District maintains individual govermincntal funds in accordance with the Financial
Accounting Manual for Mississippi Public School Districts. Information is presented separatcly
in the governmental fund’s Balance Sheet and in the governmental fund’s Statcment of Revenues,
Expenditures. and Changes in Fund Balances for all major funds. All non-major funds are
combincd and presented in these reports as other governmental funds.

Fiduciary funds. Fiduciary funds are used to account for resources held for the benefit of partics
outside the District.  Fiduciary funds are not reflected in the government-wide financial
statements because resources of those funds are not available to support the District’s own
programs. The accrual basis of accounting 1s used for fiduciary funds. The school district is
responsible tor ensuring that the assets reported in these funds are used for their intended purpose.

Reconciliation of Government-wide and Fund Financial Statements

The financial statcments include two schedules that reconcile the amounts reported on the governmental
funds financial statements {modificd accrual basis of accounting) with government-wide financial
statements (accrual basis of accounting). The following summarizes the major differences between the
two statements:

Capital asscts used in governmental activities are not reported on governmental funds financial
statements.

Capital outlay spending results in capital assets on government-wide finaneial statements, but 1s
reported as expenditures on the governmental funds financial statements.

Bond and notc procceds result in habilitics on government-wide financial statements, but are
recorded as other financing sources on the governmental funds financial statements.

Certain other outtlows represcnt either mnereascs 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., Thc notes provide additional information that is ¢ssential to a full
understanding of the data provided in the government-wide and fund financial statements. The notes to
the financial statements can be found immediately following the basic financial statements.

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

The District adopts an annual operating budget for all governmental funds. Budgetary comparison
schedules have been provided for the General Fund and each additional major special revenue fund.

Additionally, a Schedule of Expenditures of Federal Awards as required by OMB Circular A-133 and a

Sehedule of Instructional, Administrative and Other Expenditures for governmental funds can be found in
this report.

11



LEE COUNTY SCHOOL DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JUNE 30, 2011

OVERVIEW OF THE FINANCIAL STATEMENTS — Continued

Also, included in the other inlormation section arc the Statement of Revenues, Expenditures and Changes
in Fund Balances, General Fund, Last Four Yecars and the Statement of Revenucs, Expenditures and
Changes in Fund Balances, All Governmental Funds, Last Four Years. This information is presented for
purposes of additional analysis as required by the Mississippi Department of Education and is not a
required part of the basic financial statements.

GOVERNMENT-WIDE FINANCIAL ANALYSIS

Net assets. Net asscts may serve over time as a useful indicator of government’s financial position. In
the case of the District, assets cxceeded liabihties by $§ 43,923,756 as of June 30, 2011.

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

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

Table 1
Condensed Statement of Net Assets

Governmental Activities Percentage
June 30,2011 June 30,2010 Change
Current assets $ 14,737,030 § 12,999,787 13.36%
Deferrcd eharges -- issuance cost 265,430 289,560 (8.33)%
Restricted assets 2,795,993 5,042,195 (44.55)%
Capital assets, net 49,989,358 48,435,247 3.21%
Total Assets $ 67,787,811 3 66,766,789 1.53%
Current habilities 3 703,791 % 638,758 10.18%
Long-term debt outstanding 23,160,264 25,068,033 (7.61)%
Total Liabilities $ 23,864,055 § 25,706,791 (7.17Y%
Net assets:
Invested in capital assets,
nct of related debt h) 27484358 % 24,095,247 14.07%
Restricted 3,838,323 5,821,461 (34.07)%
Unrestricted 12,601,075 11,143,290 13.08%
Total net assets $ 43,923,756 % 41,059,998 6.97%

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

« [ncrease in net capital assets in the amount of § 1,554,111,
e The principal retirement of $ 2,513,194 of long-term debt.

12
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LEE COUNTY SCHOOL DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JUNE 30, 2011

GOVERNMENT-WIDE FINANCIAL ANALYSIS - Continued

Changes in net assets. The District’s total revenues for the fiscal years ended June 30, 2011 and June
30, 2010 were § 59,328,890 and $ 59,078,436, respectively. The total cost of all programs and services
was $ 56,465,132 for 2011 and $ 56,160,724 for 2010. Tablc 2 prescnts 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 30, 2011 June 30, 2010 Change
Revenues:
Program revenues:
Charges for services $ 2193822 % 2,060,036 649 %
Operating grants and contributions 12,710,664 11,601,249 9.56 %
General revenues:
Property taxes 14,432 641 14,518,660 (0.59) %
Grants and eontributions not restricted 29.545.723 30,398,389 (2.80) %
Investment earnings 416,021 408,394 1.87 %
Other 30,019 91,708 (67.27) %
Total revenues $ 59,328,890 § 59,078,436 0.42 %
Expenses:
Instruction LY 33264389 S 33,882,252 (1.82) %
Support services 18.747,020 17,819,113 521 %
Non-instructional 3,571,298 3,518,797 149 %
Interest and other expenses on long-
term libilitics 882,425 940,562 (6.18) %
Total expenses $ 56,465,132 $ 56,160,724 0.54 %
Increase (Decrease) in net assets by 2,863,758 2,917,712 (1.85) %
Net Assets, July 1, as originally reported 5 41,059,998 $ 38,386,325 697 Y%
Prior Period Adjustment -0- (244,039) (100.00) %
Net Assets, July 1, as restated $ 41,059,998 38,142,286 7.65 %
Net Assets, June 30 5 43923756 % 41,059,998 697 %

Governmental activities. The following table presents the cost of four major District functional
activities: mnstruction, support services, non-instructional, and interest on long-terim debt. The table also
shows each functional activity’s net cost (total cost less charges for services generated by the activities
and intergovernmenta! 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.

13



GOVERNMENT-WIDE FINANCIAL ANALYSIS - Continucd
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PR
LEE COUNTY 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 Changc
$ 33,264,389 $  33,882252 (1.82) %%
18.747.020 17,819,113 521 %
3.571.298 3,518,797 1.49 %
882.425 940,562 (6.18) %
$ 56,465,132 § 56,160,724 0.54 %
Net (Expense) Revenue Percentage
2011 2010 Change
(24,463 270) §$ (25,514,384) (a.12) %
(16,265,375) (16,096,815) 1.05 %
50,424 52,322 (3.63) %
(882,425) (940,562) (6.18) %
(41,560,646) % (42,499,439) (2.21) %

Total net (expense) revenue $

e Net cost of governmental activitics (§ 41,560,646 for 2011 and $ 42,499,439 for 2010) was
financed by general revenue, which is primarily made up of property taxes (§ 14,432,641 for
2011 and $ 14,518,660 for 2010) and statc and federal revenues (§ 29,545,723 for 2011 and

$30,398,389 for 2010).

e [nvestment camings amounted to $ 416,021 for 2011 and $ 408,394 for 2010.

FINANCIAL ANALYSIS OF THE DISTRICT’S FUNDS

As noted earlicr, 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 particular, 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.

14
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LEE COUNTY SCHOOL DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JUNE 30, 2011

FINANCIAL ANALYSIS OF THE DISTRICT’S FUNDS - Continucd

The financial perfermance 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 $ 17,126,945, a
decrease of $ 610,254, which includes an increasc in inventory of $ 15,145, § 2,890,353 or 16.88% of the
fund balancc is unassigned, which rcpresents the residual classification for the gencral tund’s fund
balance that has nol been assigned to other funds and that has not been restncted, committed, or assigned
to speeific purposes within the general fund. The remaining fund balance of § 14,236,592 or 83.12% 1s
either nonspendable, restricted, committed or assigned to indicate that it is not available for spending
execept only for the purposes to which it 1s restricted, committed or assigned.

The General Fund 1s the prineipal operating fund of the District. The increase in fund balance in the
General Fund for the fiscal year was § 1,312,442, The fund balance of Other Governmental Funds
showed a decrease in the amount of § 2,016,801, which includes an increasc in reserve for inventory of
$15,145. The increase (decrcase) in the fund balances for the other major funds were as follows:

Major Fund Increase {Decrease)
Title 1 no increase or decrease
EEF Building and Buses b3 (2.600)
IDEA Part B no increase or decrease
School Building Project b 96,705

BUDGETARY HIGHLIGHTS

During the year, the District revised the annual operating budget. Budget revisions were made to address
and correct the original budgets to reflect more accurately the sources and uses of funding for the School
District. The budget amendments for the 2011 school year reflected the State of Mississippt’s reduction
in funding to school districts.

A schedule showing the original and final budget amounts compared to the Distnict’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 District’s total capital asscts were $ 72,910,017, including land,
school buildings, building improvements, buses, improvements other than buildings, other school
vehicles, fumiture and equipment. This amount represents an increase of $ 3,156,345 from 2010. Total
accumulated depreeiation as of June 30, 2011, was § 22,920,659, and total depreciation cxpensc for the
year was $ 1,857,383, resulting in total net capital assets of § 49,989,358,

15



LEE COUNTY SCHOOL DISTRICT
MANAGEMENT’™S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JUNE 39, 2011

CAPITAL ASSETS AND DEBT ADMINISTRATION - Continued

Table 4
Capital Assets, Net of Accumulated Depreciation

Percentage

June 30,2011 June 30, 2010 ChanjL

Land b 2,015275 % 2.015275 0.00 %
Construction in Progress 57,603 851,147 {93.23) %
Buildings 41,312,056 41.666,630 (0.85) %
Building improvements 3,155.710 736,608 32841 %
Improvements other than buildings 249038 265480 (6.19) %
Mobile equipment 2,776,606 2.484.946 1.74 %
Furniture and equipment 423,070 415,161 .91 %
Total 5 40989358 8§ 48,435,247 321 %

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

Debt Administration. At June 30, 2011, the District had $ 23,160,264 in outstanding long-term debt, of
which $2,536,299 is duc within onc year. The hability for compensated abscnccs increased § 5,425 from
the prier ycar.

Table §
Outstanding Long-Term Debt
Pcrecentage
June 30, 2011 June 30, 2010 Change

General obligation bonds payable b 18,905,000 § 20,665,000 (8.52) %
Three mill notes payable 600,000 675.000 (11.11) %
Shortfall notes payable 165,845 244039 (32.04) %
Qualified school construction bonds payable 3,000,000 3,000.000 0.00 %
Compensated absences payable 489419 483,994 1.12 %
Total S 23,160,264 $ 25,068,033 (7.61) %

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

CURRENT ISSUES

The Lec County School District is financially stable. The District is proud of its community support of
the public schools.

The District has committed itself to financial exccllence for many years. The District’s system of

financial planning, budgeting and internal financial controls is wecll regarded. The District plans to
continue its sound fiscal management to mect the challenges of the future.

16
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LEE COUNTY SCHOOL DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JUNE 30, 2011
CURRENT ISSUES - Continued
The District actively pursues grant funding to supplement the local, state and federal revenues.
Enrollment for the 2010-2011 year deereased by 2.60% to 6,556 students,

CONTACTING THE DISTRICT’S FINANCIAL MANAGEMENT

If you have questions about this report, contact the Superintendent’s Office of the Lee County School
District, 1280 College View Drive, Tupelo, MS 38804.
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LEE COUNTY SCHOOL DISTRICT
STATEMENT OF NET ASSETS
June 30, 2011

Govemmental
Aclivities
ASSETS
Cash and cash cquivalents $ 13,311,997
Due from other governments 1,269,258
Inventories 155,775
Deferred charges 265,430
Restricted assets 2,795.993
Capital assets, non-depreciable:
Land 2,015,275
Construction in progress 57,603
Capital assets, net of accumulated depreciation:
Buildings 41,312,056
Building improvements 3,155,710
Improvements other than buildings 249,038
Mobile equipment 2,776,606
Fumiture and equipment 423,070
Total Assets $ 67,787,811
LIABILITIES
Aecounts payable and accnied liabilities $ 365,516
Uncamed revenue 40,562
Interest payable on long-term liabilities 297,713
Long-term liabilities, due within one year
Capital related Liabilities 2,455,000
Non-capital related liabilities 81,299
Long-term liabilities, due beyond one year
Capital related liabilities 20,050,000
Non-capita] related liabilities 573,965
Total Liabiliues $ 23864055
NET ASSETS
Invested in capital assets, net of related debt $ 27484358
Restricted for:
Expendable:
Schoel - based activities 947,847
Debt service 2,691,546
Capital improvements 32,273
Unemployment benefits 166,657
Unrestricted 12,601,075
Total Net Assets $ 43,923,756

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

21



LEE COUNTY SCHOOL DISTRICT
STATEMENT OF ACTIVITIES
For the Year Ended June 30, 2011

Exhibu B
NET
(EXPENSE)
REVENUE
AND
CHANGES
INNET
PROGRAM REVENUES ASSETS
Operaling
Charges for Grants and Govemmental
Functions / Programs Expenses Services Contribution Activilies
Govermmental Activilies:
Instruction § 33264389 % 1,043,028 § 7,758,091 5 24.463.270)
Support services 18,747,020 214,812 2,266,833 { 16,265,375 )
Non-instructional 3,571,298 935,982 2,685,740 30424
Interest on long-term liabilities 882,425 -0- -0- { 882,425)

Towal governmental activiies $§ 56,465,132 § 2,163.822 % 12,710,664 §( 41,560,646)

General Revenues:

Taxes:
General purpose levies b 11,342,413
Debt purpose levies 3.090,228
Unrestricted grants and contributions:
Siate 29,293,954
Federal 251,769
Unrestricted investment earnings 416,021
Other 30,019
Total General Revenues $ 44,424 404
Change in Net Assets $ 2,863,758
Nel Assets - Beginning A 41,059,998
Net Assets - Ending $ 43,923,756

The notes to the financial statements are an integral part of this statement.
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LEE COUNTY SCHOOL DISTRICT

RECONCILIATION OF GOVERNMENTAL FUNDS BALANCE SHEET

TO THE STATEMENT OF NET ASSETS
June 30, 2011

Total Fund Balance - Governmental Funds

Amounts reported for governmental activitics in the statement of net assets are
differcnt because:

1. Capital asscts arc used in governmental activitics arc not financial
resources and therefore are not reported in the funds, net of
accumulated depreciation of $ 22,920,659,

2. Governmental funds recognize bond issuance cost as expenditurcs when bonds
are issued, however, in the government-widce financial statements bond issuance

cost are capitalized and amortized over the term of the respective bonds.

3. Long-term liabilities are not due and payablc in the current period
and therefore are not reported in the funds.

4. Governmental funds rccognize interest on long-term debt when it becomes
due, however the Statement of Net Assets recognizes interest as it accrues,

Total Net Asscts - Governmental Activities

The notes to the financial statements are an integral part of this statement.
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LEE COUNTY SCHOOL DISTRICT

RECONCILIATION OF THE GOVERNMENTAIL FUNDS STATEMENT OF
REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES

TO THE STATEMENT OF ACTIVITIES
For the Year Ended June 30, 2011

Net Change in Fund Balances - Governmental Funds

Amounts reported for governmental activities in the Statement

of Activities are different because:

. Governmental funds report capital outlays as expenditures while governmental

activities report depreciation to allocate those expenditures over the
life of the assets. Capital asset purchases amounted to $ 3,438,465
and the depreciation expense amounted to $ 1,857,383,

. The 1ssuance of long-term debt provides current finaneial resources to

governmental funds, but the issuance is reported as long-term liabilities in the
Statement of Net Assets.

. Governmental funds report the effect of issuance costs when the debt is

first issued, whereas these amounts are deferred and amortized in the
Statement of Net Assets.

. The repayment of principal on long-term labilities is reported as an

expenditure in the governmental funds, but the payment reduces long-term
Liabihities in the Statement of Activities.

. Governmental funds recognize interest on long-term debt when it becomes due,

due, howcver, the Statement of Activities recognizes interest as it accrues
regardless of when it becomes due.

. The sale and/or disposal of capital assets is reported as other financing sources

in thc governmental funds but is reported as a reduction of net capital assets on
the Statement of Activities, along with any gain or loss

. An increase in the inventory reserve 1s reported as an adjustment to fund

balance in the governmental funds, but noninstructional expenditures arc
decreascd in the Statement of Activities.

. Expenses in the Statcment of Activities not normally paid with expendable

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

Compensated abscnces

Change in Net Assets of Governmental Aetivities

The notes to the financial statements arc an integral part of this statement.
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LEE COUNTY SCHOOL PISTRICT
STATEMENT OF FIDUCIARY ASSETS AND LIABILITIES
June 30, 2011

Exhibit E
Ageney
Funds
ASSETS
Cash and cash equivalents 3 3,147,754
Total Asscts $ 3,147,754
LIABILITIES
Accounts payable and accrued liabilities$ 2,984,016
Duc to student clubs 163,738
Total Liabilitics $ 3,147,754
1

The notes to the financial statements are an integral part of this statement.
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LEE COUNTY SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS
For the Year Ended June 30, 2011

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

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

A. BASIS OF PRESENTATION

In February 2009, the GASB issued GASB Statcment No. 54 Fund Balance Reporting and Governmental
Fund Type Definitions. This statcment enhances the usefulness of fund balance information by providing
clearer fund balance classifications that can bc more consistently applied and by clanfying the existing
governmental fund type definitions. The fund balance amounts for governmental funds have been
reclassified in accordance with GASB Statement No. 54. As a result, amounts previously reported as
reserved and unreserved arc now reported as nonspendable, restricted, committed, assigned, or
unassigned.

FINANCIAL REPORTING ENTITY

As defined by accounting principles generally accepted in the United States of America, the school
district is considercd a “primary government.” The school district is governcd by a five member board
to which cach member is eiccted by the citizens of each defined county district.

For financial reporting purposes, Lee County 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 naturc and significance of their relationship with the District are such
that exclusion would causc the District’s financial statemcnts to be misleading or incomplete. The
Governmental Accounting Standards Board has set fourth criteria to be considered in determining
financial accountability. These critenia include appointing a voting majority of an organizations
governing body and (1) the ability of the District to impose its will on that organizaticn or (2) the
potential for the organization to provide specific bencefits to or impose specific financial burdens on the
District.

GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENTS

Government-wide Financial Statements - The Statemcent of Net Assets and the Statement of Activitics
report information on all of the non-fiduciary activities of the District. For the most part, the effect of
inter-fund activity has been removed from these statements. Governmental activities, which normally
are supported by tax and intergovernmental revenucs, are reported separately from business type
activities, which rely to a significant extent on fees and charges for support.
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LEE COUNTY SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS
For the Year Ended June 30, 2011

-Continucd-
NOTEI. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Conttnued
C. GOYERNMENT-WIDE AND FUND FINANCIAL STATEMENTS - Continued

The Statement of Net Assets presents the District’s non-fiduciary assets and liabilitics, with the ditference
reportcd as net assets. Net assets are reported in three categorics:

Invested in capital assets, net of related debt consists of capital assets, net of accumulated
deprectation and reducced by outstanding balanecs for bonds, notes and other debt attributable to the
acquisition, construction ot improvement of those assets.

Restricted net assets resull when constraints placed on net assct usc are either externally imposed or
imposed by law through consitutional provisions or enabling legislation.

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

The Statement of Activities demonstrates the degree to which the direct ¢xpenses of a given function, or
segment, are offset by program revenues. Dircct 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, scrvices, or privileges provided by a given function and {2) grants, contributions and
interest restricted to meeting the opcrational or capital requirements of a particuiar function. Property
taxes and other items not included among program revenucs are reported instead as general revenues.

Fund Financial Statements - Scparate financial statements are provided for govemmental and fiduciary
funds, even though the latter arc excluded from the govemment-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 govemmental funds.

The school district reports the following major governmental funds:

General Fund - This is the school district’s primary opcrating fund. The general fund is used to
account for and report all finaneial resources not aceounted for and reported in another fund.

Title 1 Fund - This is the school district’s fund for accounting for the federal funding of the Title !
program for the fiscal year.

EEF Building and Buses Fund - This is thc school distriet’s fund for accounting for the state
cducation enhancement funds for the fiscal year.

IDEA, Part B Fund - This is the school district’s fund for accounting for the federal funding of the
IDEA, Part B program for the fiscal year.

School Building Project Fund - This capital project fund is used to account for revenues and
expenditures for construction, repairs and renovations of school building and related facilities.
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LEE COUNTY SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS
For the Ycar Ended Junc 30, 2011

-Continucd-
NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued
C. GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENTS - Continued

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

The District’s fiduciary funds include the following:

Payroll Clearing Fund - This fund is used as a clcaring account for payroll and payroll related
transactions.

Accounts Payable Clearing Fund - This fund 15 used as a clearing account for non-payroll
transactions.

School Club Funds - These funds are used to account for the transactions of student clubs.
Additionally, the school district reports the following fund types:
GOVERNMENTAL FUND TYPES

Special Revenue Funds - Special Revenue Funds are used to account for the proceeds of specific
revenue sources that are restricted or eommitted to expenditure for specific purposcs other than debt
service or capital projects.

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

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.

D. MEASUREMENT FOCUS, BASIS OF ACCOUNTING, AND FINANCIAL STATEMENT
PRESENTATION

In the govemment-wide Statement of Net Assets and Statement of Activities, govemmental activities are
prescated using the cconomie resources measurement focus and the aecrual basis of accounting as are
the Fiduciary Fund finaneial statements. Revenues are recorded when eamed, and expenses are recorded
when the liability is incurred or ¢conomic asset used, regardless of the timing of the related cash flows.
Grants and similar items are recognized as revenue as soon as all eligibility requirements imposed by the
provider have been met.
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LEE COUNTY SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS
For the Year Ended June 30, 2011

-Continued-
NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

D. MEASUREMENT FOCUS, BASIS OF ACCOUNTING, AND FINANCIAL STATEMENT
PRESENTATION - Continued

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

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

Property taxcs, intergovernmental revenucs (sharcd revenues, grants and reimburscments from other
governments) and intercst associated with the current fiscal period are all considered to be susceptible
to accrual.

Ad valorem property taxes are lcvied by the governing authority of the county on behalf of the school
district based upon an order adopted by the schoo! board of the school district requesting an ad valorem
tax effort in dollars. Since the taxes are not levied and collected by the school district, the revenues to
be generated by the annual levies are not recognized until the taxes are actually collected by the tax
levying authorities.

Capital asset acquisitions are reported as cxpenditures in governmental funds. Procecds of general long-
tenn debt and acquisitions under capital leascs are reported as other financing sources.

Under the terms of grant agreements, the District funds certain programs by a combination of specific
cost-reimbursement grants and general revenues. Thus, when program expenses are incurred, there arc
both restricted and unrestricted net asscts 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-fund activity has been eliminated from the government-wide statements.

Revenucs from the Mississippt Adcquate Education Program are appropriated on a fiscal year basis and
arc recorded at the time the revenues are reccived form the State of Mississippi.
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LEE COUNTY SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS
For the Year Ended June 30, 2011

-Continued-

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

D. MEASUREMENT FOCUS, BASIS OF ACCOUNTING, AND FINANCIAL STATEMENT

E.

PRESENTATION - Continued

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

ENCUMBRANCES

An encumbrance system is maintained to account for commitments resulting from approved purchase
orders, work orders and contracts. However, the school district attempts to liquidate all encumbrances
at ycar-end. Encumbrances outstanding at year-end are not reported within comrmitted or assighed fund
balances.

F. ASSETS, LIABILITIES, AND NET ASSETS/FUND BALANCES

I. Cash, Cash Equivalents and Investments

Cash and eash equivalents

The district’s cash and cash equivalents arc considered to be cash on hand, demand deposits, and
short-term invcstments with original maturities of three months or less from date of acquisition. The
school district deposits excess funds in the financial institutions selectcd by the school board. State
statutes specify how these depositories are to be sclected.

Investments

The school district can invest ¢xcess funds, as permitted by Scction 29-3-113, Miss. Code Ann.
(1572), in interest-bearing deposits or other obligations of the types described in Section 27-105-33,
Miss. Code Ann. (1972), or in any other type investment in which any other agency, instrumentality
or subdivision of the State of Mississippi may invest, except that 100% of said funds are authorized
to be so invested.

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

Investments for the district, are reported at fair market value.

Receivables and Payables

Activities between funds that are representative of lending/borrowing arrangements outstanding at
the end of fiscai year are referred to as either “due to/from other funds™ (i.e. the current portion of

interfund loans) or “advances to/from” (i.c. the non-current portion of interfund loans). All other
outstanding balances between funds are reported as “duc to/from other funds.”
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LEE COUNTY SCHOOL DISTRICT
NOTES TO FINANCIAL SFATEMENTS
For the Ycar Ended June 30, 2011

-Continued-

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continucd

F. ASSETS, LIABILITIES, AND NET ASSETS OR EQUITY - Continued

2.

Receivables and Payables - Continucd

Advanccs between funds, as reported in the fund financial statements, are offsct by a fund baiance
reserve account in applicable governmental funds to indicate that they are not available for
appropriation and are not expendable available financial resources.

Due From Other Governments

Duc from other governments represents amounts due from the State of Mississippi, and various
grants and reimburscments from other governments.

4. 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 typc
inventorics arc 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.

Restricted Assets
Certain resources set aside for repayment of debt and resources from the issuance of debt for the

acquisition or construction of facilities are classified as restricted asscts on the Statcment of Net
Assets because their use is limited by applicable debt statutes and debt instruments.

6. Capital Assets

Capital assets include land, improvements to land, easements, water rights, timber rights, buildings,
building improvements, vehicles, machinery, equipment, works of art and historical trcasurcs,
infrastructure, and ali other tangible or intangible assets that are used in operations and that have an
initial useful lives extending beyond a single reporting period. Capital assets are reported in the
applicable governmental activity column in the government-wide Statement of Net Assets. Capital
assets arc recorded at historical cost or estimated historical cost based on appraisals or deflated
current replacement cost. Donated capital asscts are recorded at estimated fair market value at the
datc of donation. The costs of normal maintenance and repair that do not add to the valuc of the asset
or matenally cxtend asset lives are not capitalized. Capital assets are defined by the District as asscts
with an initial, mdividual 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.
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LEE COUNTY SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS
For the Year Ended June 30, 2011

-Continued-

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

F. ASSETS, LIABILITIES, AND NET ASSETS OR EQUITY - Continued

6. Capital Assets - Continued

7.

The following schedule details those thresholds.

Capitalization Estimated

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

(*) The threshold amount will correspond with the amounts for the assct classifications as listed sce.
See Note 5 for details.

Compensated Absences

Employees of the school district accumulate sick Icave at a minimum amount as required by state
law. A greater amount may be providcd by school district policy provided that is does not exceed
the provisions for leave as provided in Sections 25-3-93 and 25-3-95. Some employees are allowed
personal leave and/or vacation leave in accordance with school district policy. The district pays for
unused leave for employccs as required by Scction 37-7-307(5), Miss. Code Ann. {1972).

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

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

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

The governmental fund financial statements recognize the proceeds of debt and premiums as other

financing sources of the current period. Issuance costs are reported as expenditures. See Note 6 for
details,
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-Continued-
NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued
F. ASSETS, LIABILITIES, AND NET ASSETS OR EQUITY - Continued
9. Fund Balances

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

Governmental fund balancc is classified as nonspendable, restricted, committed, assigned or
unassigned. Following arc descriptions of fund classifications used by the district:

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

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

Committed fund balance includes amounts that can be used only for the specific purposes pursuant
to constraints imposed by a formal action of the School Board, the District’s highest level of
decision-making authority. This formal action is the approval from the board for the committment
of fund balances.

Assigned fund balance includes amounts that are constrained by the Distriet’s intent o be used for
a specific purpose, but are neither restricted nor committed. For governmenalt funds, other than the
general fund, this is the residual amount within the fund that is not restricted or committed.
Assignments of fund balance are created by the board or by a designee to whom the governing body
delegates the authority.

Unassigned fund balance is the residval classification for the general fund., This classification
represcnts 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 that reports a positive unassigned fund balance amount. In other governmental funds, it
may be necessary to report a negative unassigned fund balance.

When an expenditure/expense is incurred for purposes for which both restricted and unrestricted

(committed, assigned, or unassigned) resources are available, it is the District’s general policy touse
restricted resources first.
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-Continued-
NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continucd
F. ASSETS, LIABILITIES, AND NET ASSETS OR EQUITY - Continucd
9. Fund Balances - Continued

When expenditures/expenses are incurred for purposes for which unrestricted (commutted, assigned,
and unassigned) resources are available, and amounts in any of these unrestricted classifications
could be used, it is the District’s gencral policy to spend committed resources first, followed by
assigned amounts, and then unassigned amounts.

NOTE 2. CASH AND CASH EQUIVALENT S AND CASH WITH FISCAL AGENT

The district follows the practice of aggregating the cash assets of various funds to maximize cash
management efficiency and returns. Restrictions on deposits arc imposcd by statutes as follows:

Deposits. The school board must advertise and accept bids for depositories no less than once every three
years as required by Section 37-7-333, Miss. Code Ann. (1972). The collateral pledged for the school
districts” deposits in finaneial 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 cntity’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. 1n the event of failure of a financial institution, sceurities pledged by
that institution would be liquidated by the State Treasurer to replace the public deposits not covered by
the Federal Deposit Insurance Corporation.

The carrying amount of the school district’s deposits with financial insututions reported in the
governmental funds and fiduciary funds was $ 16,097,990 and § 3,147,754, respectively.

Custodial Credit Risk - Deposits. Custodial credit risk is defined as the risk that, in the event of the
failure of a financial tnstitution, 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 poliey for custodial credit
risk. However, the Mississippi State Treasurer manages that risk on behalfof'the district. Deposits above
FDIC coverage are collateralized by the pledging financial institution’s trust department or agent in the
name of Mississippi State Treasurer on behalf of the district. As of June 30, 2011, none of the District’s
bank balance of $ 21,023,791 was cxposed to custodial credit risk.

Cash with Fiscal Agents

The carrying amount of school district’s cash with fiscal agents held by financial institution was $10,000.
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-Continued-
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

Reccivable Fund Payable Fund Amount
General fund Title I fund $ 386,184
IDEA Part B Fund 147,427
Other governmental 89,422
School building project fund Other governmental 52,064
Other governmental funds EEF building and buses 214,480
Total 3 889,577

The purposes of the interfund loans were to cover funds not rcecived prior to year end.

B. Inter-fund Transfers

Transfers Qut Transfers In Amount
General fund Other governmental funds h) 261,525
EEF building and buses fund  Other govermmental funds 214,480
Title I fund General fund 11,907
IDEA Pant B fund General fund 11,907
Other governmental funds Genceral fund 8
Total h 499,827

The principal purposc of interfund transfers was to provide for daily operations. All interfund transfers werc
routine and consistent with the activities of the fund making the transfer.

NOTE 4. RESTRICTED ASSETS
The restricted assets represent the cash and cash with fiscal agent balances totaling $2,795,993 of debt service

funds and a capital project fund whose balances are legally restricted and may not be used except for their
restricted purposcs.
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LEE COUNTY SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS
For the Year Ended June 30, 2011
-Continued-

NOTE 5. CAPITAL ASSETS

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

Balance Capitalized Balance
7/1,2010 Additions Retirements _Construction 6/30/2011
Non-depreciable capital assets:

Land $ 2015275 % -0- 5 -0- 3 -0- % 2015275
Construction in progress 851,147 2,496,198 -0- (3,289,742) 57.603
Total non-depreciable capilai assets § 2,866,422 §  2.496,198 § -0- % (3,289742) & 2072878
Depreciable capital assets:

Buildings $ 57.116.784 % -0-% -0- % 724424 § 57,841,208

Building improvements 1.090,083 -0- -0- 2,565,318 31655401

Improvements other than buildings 569,177 -0- -0- -0- 569177

Mobile equipment 6,668,137 777,833 223,706 -0- 7,222,264

Furniture and equipment 1,443,069 164,434 58,414 -0- 1,549,089

Tolal depreciable capital assets $ 66887250 % 942267 § 282,120 § 31280742 % 70,837,139

Less accumulated depreciation:

Buildings $ 15,450,154 § 1,078,998 § -0- 8 0- % 16,529,152
Building improvements 353,475 146,216 -0- -0- 499 691
Improvements other than buildings 303,697 16,442 -0- -0- 320,139
Maobile equipment 4.183,19) 463,802 201,335 4,445,658
Furniture and equipment 1.027,908 151,925 53,814 -0- 1,126,019
Total accumulated depreciation $ 213184258 1,857.383 § 255149 % 0- § 22,920,659

Tolal depreciable capilal assets, net $ 45,568,825 $( 915,116)% 26971 § 3280742 § 47916480

Govemmental activilies capital
assets, net $ 48435247 % 1,581,082 8% 26,971 % -0- § 49989358

Depreciation expense was charged to the following governmental functions:

Amount
Instruction b 1,145,359
Supporl services 525,958
Non-instructional 186,066

$ 1,857,383
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LEE COUNTY SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS
For the Year Ended June 30, 2011

~-Continued-

CAPITAL ASSETS - Continucd

The capital assets above include significant amounts of buildings and furniture and equipment which have
been valued at cstimated historical cost. The estimated historical cost was based on replacemcnt cost
multiplicd by the consumer price index implicit priee deflator for the year of acquisition,

Commitments under contraets as of June 30, 201! are summarized as follows:

The projects included in governmental aetivities are funded with the district’s general fund.

NOTE 6.

LONG-TERM LIABILITIES

Spent to Remaining
Governmental Activities: June 30, 2011 Commitment
Sewer System - Mooreville 5 21,600 i 23,700
Gym Floor - Saltilio 36,003 18,002
5 57,603 5 41,702

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

activities:

A. General obligation
bonds payable

Three mill notes payable

Shortfall notes payable

. Qualified school
eonstruction bonds
payable

E. Compensated absences
payable

oOw

Total

Amounts
Balanee Balance Duc Within
7/1/2010 Additions Reductions 6/30/2011 One Year

$ 20,665,000 $ -0- $ 1,760,000 $ 18,905,000 $ 1,855,000
675,000 600,000 675,000 600,000 600,000
244,039 -0- 78,194 165,845 81,299

3,000,000 -0- -0- 3,000,000 -0-
483,994 5425 -0- 489.419 0-

$25,0680335 605425 § 2,513,194 § 23,160,264 § 2,536,299
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-Continued-
NOTE 6. LONG-TERM LIABILITIES - Continued
The district has pledged state appropriations for EEF Sehool Building and Buses in the amount of $ 174,001,
The purpose of the pledge is to repay genceral obligations bonds of the district. The pledge will remain in
cffect through fiscal year 2014.
The distrnict has pledged state appropnations for EEF School Building and Buscs, subject to any prior pledge
of the EEF for the benefit of any obligation that is currently outstanding, in the amount of § 205,770. The
purpose of the pledge is to repay the qualified school construction bonds of the district. The pledge will
remain in effect through fiscal year 2025.

A. General Obligation Bonds Payable

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

Interest Issue Maturity Amounts
Description Rate Date Datc Issued Outstanding

General obligation bonds,

Refunding Bonds Series 1999 4.20% 08-01-1999 08-01-2013 % 8,015,000 8 2,720,000
General obligation bonds,

Scnes 2002 4.25%-5.15% 09-01-2002 09-01-2022 19,650,000 16,185,000

Total § 27,665,000 % 18,905,000

The following is a schedule by years of the total payments due on this debt:
General obligation bond refunding bond serics of August 1, 1999:

Year Ending

June 30 Principal Interest Total
2012 $ 865,000 $ 102,052 $ 967,052
2013 905,000 62,886 967,886
2014 950,000 21,375 971,375

Total $ 2,720,000 $ 186,313 $ 2;9065313

The debt will be retired from the Bond 1999 Fund (Debt Service Fund).
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NOTE 6. LONG-TERM LIABILITIES - Continucd

A. General Obligation Bonds Payable - Continued

General obligation bond series issuc of September [, 2002

Year Ending
June 30 Principal Interest Total
2012 b 990,000 h 687,762 b 1,677,762
2013 1,040,000 641,900 1,681,900
2014 1,100,000 585,725 1,685,725
2015 1,160,000 533,650 1,693,650
2016 1,225,000 485,950 1,710,950
2017-2021 7,200,000 1,594,650 8,794,650
2022 - 2023 3,470,000 161,513 3,631,513
Total $ 16,185,000 $ 4,691,150

This debt will be retired from the Bond 2002 Fund (Debt Scrvice Fund).

Total general obligation bond payments for all issucs:

¥ 20,876,150
—_

Year Ending
June 30 Principal Interest Total
2012 A 1,855,000 5 789,814 5 2,644 814
2013 1,945,000 704,786 2,649,786
2014 2,050,000 607,100 2,657,100
2015 1,160,000 533,650 1,693,650
2016 1,225,000 485,950 1,710,950
2017 -2021 7,200,000 1,594,650 8,794,650
2022 -2023 3,470,000 161,513 3,631,513
Total $ 18,905,000 $ 4,877,463 $ 23,782,463

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 outstanding bondcd indebtedness during a year can be no greater
than 15% of the assessed value of the taxable property within such district, according to the then last
completed assessment for taxation, unless certain conditions, as set forth in Section 37-59-7, Miss. Code Ann.
{1972) have been met. As of June 30, 2011, the amount of outstanding bonded indebtedness was equal to

7.21% of property assessments as of October 1, 2010.
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NOTE 6. LONG-TERM LIABILITIES - Continued

B. Three Mill Notes Payable

Debt currently outstanding is as follows:

Interest Issue Maturity Amounts
Description Rate Date Dale Issued Ouistanding
Three Mill Notes, 2010 1.39 10-04-2010 10-01-2011 § 600,000 §$ 600,000
Total $ 600,000 $ 600,000

The following 1s a schedule by years of the total pay ments due on this debt:

Three mill notes payable issue of October 4, 2010

Year Ending
June 30 Principal [nterest Total
2012 3 000,000 b 8,340 b 608,340
Total h) 600,000 h 8,340 $ 608,340

This debt will be retired from the Note and Interest Fund (Debt Service Fund).
C. Shortfall Notes Payable

Debt currently outstanding is as follows:

Interest Issue Maturity Amounts
Description Rate Date Date lIssued QOutstanding
Shortfall Loan 2009 3.25%  8-26-2009 8-25-2012 5 244039 § 165,845
Total $ 244,039 § 165,845
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NOTE 6. LONG-TERM LIABILITIES - Continucd
C. Shortfall Notes Payable - Continued

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

Shortfall notes payable issued

Year Ending
Junc 30 Principal Intercst Total
2012 81,299 6,642 87,941
2013 84,546 3,395 87,941
Total A 165,845 5 10,037 3 175,882
= 3 —_——— —_—————

This debt will be retired from the General Fund.
D, Qualified School Construc tion Bonds Payable

As more fully explained in Note 11, debt has been issued by the school district that qualifies as Qualified
School Construction bonds. Debt currently outstanding is as follows:

Interest Issue Marturity Amounts
Description Rate Date Date Issucd Qutstanding
Qualified School Construction
Bond 0.94%  12/22/2009 9-15-2024 $ 3,000,000 % 3000000
Total § 3,000,000 & 3,000,000

E. Compensated Absences Payables

As more fully explained in Note 1{FX7), compensated absences payable is adjusted on an annual basis as
required by Section 37-7-307(5), Miss. Code Ann. (1972). Compensated abscnces will be paid from the
fund from which the employees’ salaries were paid.

NOTE 7. OTHER COMMITMENTS

Commitments undcr construction contracts are described in Note 3.
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NOTE 8. DEFINED BENEFIT PENSION PLAN

Plan Description. The school district contributes to the Public Employces’ Retirernent System of Mississippi
(PERS), a cost-sharing multiple-employer defined benefit pension plan. PERS provides retircment and
disability benefits, annual cost-of-living adjusiments, and death benefits to plan members and beneficiaries.
Bencfit provisions arc established by state law and may be amended only by the State of Mississippi
Legislature. PERS issucs a publicly availablc financial report that includes financial statements and required
supplementary information. That report may be obtained by writing to Public Employces’ Retirement System
of Mississippi, PERS building, 429 Mississippi Street, Jackson, MS 39201 or by calling (601) 359-3589 or
1-800-444-PERS.

Funding Policy. PERS members are required to contribute 9.00% of their annual covered salary, and the
school district is required to contributc at an actuarially determined ratc. The employer’s rate for fiscal year
ended June 30, 2011 was 12.00% of annual covcred payroll. The contribution requirements of PERS
members and employers are established and may be amended only by the State of Mississippi Legislature.
The schoo! distnict’s contributions to PERS for the fiscal years ending June 30, 2011, 2010, and 2009 werc
$ 3,779,006, § 3,746,865 and $ 3,570,995, respectively, which equaled the required contributions for each
year.

NOTE 9. CONTINGENCIES
Federal Grants

The school district has received federal grants for specific purposes that are subject to audit by the grantor
agencies. Entitlements to thesc rcsources arc generally conditional upon compliance with the terms and
conditions of the grant agreements and applicable federal regulations, including the expenditurc of resources
for allowable purposes. Any disallowanccs resulting from the grantor audit may become a liability of the
school district.

Litigation

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

NOTE 10. RISK MANAGEMENT
The school district is exposed to various risks of loss related to torts; theft of, damage to and destruction of
assets; errors and omissions; injurics 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 n any of the past three fiscal years.
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-Continucd-
NOTE 11. QUALIFIED SCHOOL CONSTRUCTION BONDS

Section 1521 of the Amcrican Recover and Reinvestment Act (ARRA) of 2009 provides for a source of
capital at no or at nominal interest ratcs for costs incurred by certain public schools in connection with the
construction, rehabilitation or repair of a public school facility or for the acquisition of land where a school
will be built. [nvcstors receive Federal income tax credits at prescribed tax credit rates in lieu of interest,
which cssentially allows state and local governments to borrow without incurring interest costs.

The school district makes cqual annual payments into a sinking fund which is used to payoff the bonds at
termination. The current maturity limit of tax credit bonds is 17 years, per the U. S. Treasury Department.
Under this program, ten pereent of the procceds must be subject to a binding commitment to be spent within
six months of issuance and 100% must be spent within three years. Up to two percent of bond proceeds can
be uscd to pay costs of issuance. The amount on deposit at June 30, 2011 was $ 10,000. The amount
accumulated in the sinking fund at the end of the seventeen-year period will be sufficient to retire the debt.
The following schedule reports the annual deposits to be made to the sinking fund by the school district.

Year Ending

June 30 Amount
2012 $ 60,000
2013 60,000
2014 236,000
2015 238,500
2,016 238,500

2017 -2021 1,197,000
2022 -2025 960,000
Total § 2,990,000

NOTE 12. VOCATIONAL SCHOOL CONSORTIUM

The school district entercd into two Vocational Education Agreements. One is dated August 14, 1990
creating the Lee/Tupelo Vocational Technical Education Center and the other is dated February 14, 2000
creating the Lee/Okolona Vocation Program. These consortiums were created pursuant to the provisions of
Section 37-31-73, Miss. Code. Ann. (1972) and were approved by the Mississippi Department of Education.
The Lee/Tupelo Vocational Technical Education Center includes the Lee County School District and the
Tupelo Public School District. The Lee/Okolona Vocational Program includes the Lee County School
District and the Okolona School District.

Section 37-31-73, Miss. Code. Ann. (1972), authorizes the above noted entities to enter into an agrecinent
that would provide for the construction or operation of a regional vocation education center. Any such
agrecment should provide for a designated fiscal agent, providing the method of financing the construction
and operation of such facilitics, thc manner in which such facilities are to be controlled and staffed and detail
procedurcs for student admission and transportation services for those students.
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NOTE 12. VOCATIONAL SCHOOL CONSO RTIUM - Continued

The Tupelo Public School District has been designated as the fiscal agent for the Lee/Tupelo Vocational
Technical Education Center and the operations of' the centcr are included in its financial statements. The
Okolona School District has been designated as the fiscal agent for the Lee/Okolona Vocational Program
and the operations of the program are included in its financial statements.

NOTE 13. SUBSEQUENT EVENTS

Events that occur after the statcment of net assets date but before the financial statemnents are available to be
issued must be evaluated for recognition or disclosurc. The effects of subscquent cvents that provide
evidence about conditions that existed at the statement of nct assets date are recognized in the accompanying
financial statements. Subsequent events which provide evidence about conditions that cxisted after the
statement of net assets date require disclosure in the accompanying notes. Management of the Lee County
School District evaluated the activity ofthe district through August 13, 2013 (the datc the financial statement
were available to be 1ssued), and determined that the following subsequent cvents have occurred requiring
disclosure in the notes to the financial statements:

In September 2011, Lee County School District issued a Three Mill Note for $700,000, The term of the
Three Mill Note is for one year at a rate of 1.06%.

In Oetober 2012, Lee County School District issued $14,255,000 of General Obligation Refunding
Bonds, Series 2012. The interest rate on these bonds range from 2.50% to 3.00%,

In December 2012, Lee County School District issued a Three Mill Note for $450,00. The term of the
Three Mill Note is for one year at a rate of 0.54%.
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LEE COUNTY SCHOOL DISTRICT

BUDGETARY COMPARISON SCHEDU LE FOR THE GENERAL FUND

For the Ycar Ended June 30, 2011

Vanances
Actual Positive (Negative)
Budgeted Amounts (GAAP) Original Final
Orniginal Final (Basis) to Final to Actual
Revenues;
Local sources $ 12497746 § 12,720,682 § 12,720,682 § 222936 § -0-
State sources 29,825,803 28,502,031 28,902,031 ( 923,772) -0-
Federai sources 124,000 251,769 251,769 127,769 -0-
Total Revenues $ 42447549 5 41874,482 § 41,874,482 §( 573,068 -0-
Expenditures:
Instruction 5 26363149 % 24,525,215 § 245252158 1,837934 § -0-
Support services 15,860,514 16,368,887 16,368,887 ( 508,373} -(0-
Non-instructional services 1,438 -0- -0- 1,438 -0-
Facilitics acquisition and
construction 10,500 50,753 50,753 ( 40,253) -0-
Total Expenditures $ 42235601 § 40944855 § 40,944,855 % 1,290,746 § -0-
Excess (Deficiency) of
Revenues Over
Expenditurcs i3 211,948 § 929,627 § 929627% 717679 § -0-
Other Financing Sources (Uses):
Procceds of note M 558.825 % 600,000 § 600,000 § 41,175 8§ -0-
Insurance loss recoveries 10,000 -0- -0- ( 10,000} -0-
Sale of other property -0- 20,508 20,508 20,508 -0-
Operating transfers in 1,303 463 23,822 23,822 ( 1,279.,641) -0-
Other financing uses -0- 10 10 10 -0-
Operating transfers out ( 1,808,608) ( 261,525) ( 261,525) 1,547,083 -0-
Total Other Financing
Sources (Uses) ¥ 63,680 3 382,815 § 382,815% 319,135 % -0-
Net Change in Fund
Balances ¥ 275,628 8 1,312,442 §  1,312442 % 1,036,814 § -0-
Fund Balances:
July 1, 2010 5,703,360 7,738,746 7,738,746 2,035,386 -0-
June 30, 2011 ¥ 59789888 905,188 § 9051,188 8 3,072,200 § -0-

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

BUDGETARY COMPARISON SCHEDULE FOR THE TITLE I FUND
For the Year Ended June 30, 2011

Revenues:
Federal sources

Total Revenues

Expenditures:
Instruction
Support services
Noninstructional services

Total Expenditures

Excess {Deficiency) of
Revenucs Over
Expenditures

Other Financing (Uses):
Operating transfers out
Total Other Financing
(Uses)
Net Change in Fund
Balances
Fund Balances:

July 1,2010

June 30, 2011

Variances

Actual Positive (Negative)

Budgcted Amounts (GAAP) Ortginal Final
Original Final (Basis) to Final to Actual
1,645466 $ 1,870,369 § 1,870,369 § 224903 § -0-
1645466 § 1870369 $ 1,870,369 § 224903 § -0-
1,043,902 § 1,282,445 % 1,282,445 %( 238,543)% -0-
489,260 538,644 538,644 ( 49,384) -0-
8,750 37,373 37,373 ( 28,623) -0)-
1,541912 § 1,858,462 § 1,858,462 §( 316,550)% -)-
103,554 § 11,907 § 11,907 $( 91,647) § -0-
-0- ¢ 11,907y8 (1 11,9078(  11,907)% -0-
-0- $( 11,907y (11,807) $( 11,907)8% -0-
103,554 § 0- § -0- $( 103,554) % -0-
-0- -0- -0- -0- -0-
103,554 § -0- § -0- $( 103,554) § -0)-

The notcs to the required supplementary information are an integral part of this statement.
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LEE COUNTY SCHOOL DISTRICT

BUDGETARY COMPARISON SCHEDULE FOR THE EEF BUILDING
AND BUSES FUND

For the Year Ended Junec 30, 201

Varianccs
Actual Positive (Negative)
Budgcted Amounts (GAAP) Original
Original Final {Basis) to Final 10 Actual
Revenues:

Local sources 3 -0- 3 2,718 % 2718 % 2718 % -0-

State sources 211,646 209,162 § 209,162 §¢ 2,484) 8 -0-
Total Revenues $ 211,646 § 211,880 § 211,880 $ 234 § -0-

Expenditures:

Support services A3 -0- 3 -0- § -0-% -0- % -0-
Total Expenditures b3 -0- § -0- § -0- % -0- § -0-
Exccss (Deficiency) of

Revenues Over
Expenditures b 211,646 % 211,880 § 2118808 234 § -()-
Other Financing Sources {Uses):
Operating transfers out $( 211,640)5( 214480) $( 214480)$( 2,834)% -0-
Total Other Financing
Sources {Uses) $( 211,646)3( 2144800 $( 214480)8( 2834 % -0-
Net Change in Fund
Balances b -0- 3¢( 2,600) $ ( 2,60008 ( 2,600) $ -0-
Fund Balances:
July 1, 2010 -0- 2,600 2,600 2,600 -0-
June 30, 2011 b3 0- % -0- § -0- $ -0- % -0-

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

BUDGETARY COMPARISON SCHEDULE FOR THE IDEA PART B FUND

For the Year Ended June 30, 2011

Variances
Actual Positive (Negalive)
Budgeted Amounts (GAAP) Originai Final
Original Final {Basis) to Final to Actual
Revenucs:
Federal sources $ 1,182,030 8 1,194585 % 1,194585 % 12,555 §% -
Total Revenues $ 1,182,030 % 1,194,585 § 1,194585 § 12555 § -0-
Expenditures:
Instruction ) 754,951 § 691398 5§ 691,398 § 63,553 § -0-
Support services 402,079 491,280 491,280 ( 89,201) 0-
Total Expenditures $ 1,157,030 % 1,182,678 § 1,182,678 $( 25,648)% -0-
Excess (Deficiency) of
Revenues Over
Expcnditures 5 25,000 $ 11,907 § 11,907 §( 13,093) § -0-
Other Financing Sources (Uses);
Operating transfers out 5 25,000)5( TELOOYS ( 11,908 13,093)% -0-
Total Other Financing
Sources (Uses) ¢ 25,000)5( 11,9078 ( 11,90 %( 13,093)% -0-
Net Change in Fund
Balanccs h) -0- 8 -0- 8 -0- % -0- § -0-
Fund Balanees:
July 1, 2010 -0- -0- -0- -0- -0-
June 30,2011 3 -0- § -0- § -0- $ -0- § -0-

The notes to the required supplementary information are an integral part of this statement,
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LEE COUNTY SCHOOL DISTRICT
NOTES TO THE REQUIRED SUPPLEMENTARY INFORMATION
For the Year Ended June 30, 2011

Budgetary Comparison Schedule

Note 1:

Note 2:

Basis of Presentation

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

Budget Amendments and Revisions

The budget is adopted by the school board and filed with the taxing authority. Amendments
can be made on the approval of the school board. By statute, final budget revisions must be
approved on or before October 15. A budgetary comparison is presented for the General
Fund and each major speeial revenue fund consistent with accounting principles generally
accepted in the Umited States of Ameriea.
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LEE COUNTY SCHOOL DISTRICT
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
For the Year Ended Junc 30, 2011

Federal Grantor/
Pass-Through Grantor/

Program Title

Catalog of
Fedcral Domestic
Assistance Number

Federal
Expenditures

U. S. Dcpartment of Agriculture
Passed-through Mississippi Department of Education:
Child Nutrition Cluster:
School Breakfast Program
National School Lunch Program

Total Child Nutrition Cluster

Total Passed-Through Mississippi Department of Education
Total U. 8. Department of Agriculture

Federal Communications Commission
Administered through the Universal Service
Administrative Company:

The School and Libraries Program of the Universal
Service Fund

Total Federal Communications Commission

U. S. Department of Education
Passcd-through Mississippi Department of Education:
Education Technology Cluster
Education Technology - State Grants
ARRA - Education Technology - State Grants
Total Education Technology Cluster

Carecr and Technical Education - Basic Grants to Statcs
Safe and Drug-Free Schools and Communities - State Grants
Rural Education
Improving Teacher Quality - State Grants
ARRA - Education for Homeless Children and Y outh
ARRA - State Fiseal Stabilization Fund - Education State Grants
ARRA - Education Jobs Fund
Subtotal

Title 1, Part A Cluster:
Title | - Grants to Local Educational Agencies
ARRA - Title I Grants to Local Educational Agencies
Total Title 1, Part A Cluster

59

10.553
10.555

32.XXX

84.318
84.386

84.048
34.180
84.358
84.367
84.387
84.394
84.410

84.010
84.389

$ 654,537
2,321,754

A 2,976,291

—_—

5 2,976,291

—_—

2,976,291

S__ 2,976,291

S____ 3460
$ 3,460

——

3 5,068
21.886

— e

$ 26,954
$ 72,568
16,216

259,738
356,598

7,065

1,905,796
1,423,134

—_— e e

5 4,041,515

—_—

b 2,009,827
360,243

_—

2,370,070

$__ 2,370,070



LEE COUNTY SCHOOL DISTRICT
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
For the Year Ended June 30, 2011

-Continued-
Federal Grantor/ Catalog of
Pass-Through Grantor/ Federal Domestic Federal
Program Title Assistance Number Expenditures
Special Education Cluster:
Spccial Education - Grants to States 84.027 b 1,256,973
Special Education - Preschool Grants 84.173 56,288
ARRA - Spccial Education - Grants to States 84.391 908,235
ARRA - Speccial Education - Preschool Grants 84.392 66,567
Total Special Education Cluster §_ 2288063
Total Passed-through Mississippl Department of Education § 8726602

Total U, S. Department of Education

Total for alt Fedcral Awards

NOTES TO SCHEDULE

5__8,726602

11,706,353

Note !: This schedule was prepared using the same basis of accounting and the same sigmificant accounting

policies, as applicable, used for the financial statements.
Note 2: The expenditure amounts include transfers out.

Note 3: The pass-through entities did not assign identifying numbers to the school district.
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LEE COUNTY SCHOOL DISTRICT

SCHEDULE OF INSTRUCTIONAL, ADMINISTRATIVE AND OTHER

EXPENDITURES - GOYERNMENTAL FUNDS
For the Year Ended June 30, 2011

[nstruction
and Other
Student
Instructional General School
Expenditures Total Expenditures Administration _Administration Other

Salaries and fringe bencfits
Other

Total

Total number of students *

Cost per student

$ 42768927 % 33,313,657 3 1,451,909 § 3227393 § 4775968
17,807,395 4,689,240 233,740 25,545 12,858,870

$ 60,576,322 % 38,002,897 § 1,685,649 § 3252938 § 17,634,838

6,556

A} 9,240 3§ 5,797 § 257 % 496 § 2,690

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

Instruction and Other Student Instructional Expenditures - includes the activitics dealing directly with the
intcraction between teachers and students. Included here are the activities of teachers, teachers aides or classroom

assistants of any type.

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

School Admiinistration - includes expenditures for the following functions: Support Scrvices - School

Administration.

Other - includes all cxpenditure functions not included in Instruction or Administration Catcgories

* Total number of students - the ADA report submission for month 9, which is the final submission for the fiscal

year.
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LEE COUNTY SCHOOL DISTRICT
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES
GENERAL FUND
For the Last Four Years

“UNAUDITED”
2011 2010* 2009* 2008*

Revenues:

Local sources $ 12,720,682 % 12,477,048 % 12,379.675 § 12,154,081

State sources 28,902,031 29,560,410 31,621,657 32,259,102

Fedceral sources 251,769 283,223 223,055 326,061

Total £ 41874482 § 423200681 § 44224387 S 44,739,244
Expenditures:

Instruetion $ 24525215 % 25,396,742 % 26998829 $ 26,347371

Support services 16,368,887 15,537,062 16,881,218 16,350,104

Non-instruetional services -0- -0- 19 -0-

Facilitics acquisition and construction 50,753 89 434 375,000 463,789

Total Expenditures $ 40,944,855 § 41,023,238 § 44255006 § 43,161,264

Excess (Deficiency) of Revenues

over Expenditures 929,627 § 1,297,443 ¥{ 30,679 § 1,577,980

Other Financing Sources (Uses)

Proceeds of loans $ 600,000 § -0- 3 1,350,000 $ 650,000

Insurance loss recovenes -0- 11,975 -0- 24,550

Sale of other property 20,508 14,270 -0- -0-

Operating transfers in 23,822 18,767 17,154 15,643

Other financing sources 10 1,710 4,139 -0-

Operating transfers out (261,525 15913y ( 1,933,617y ( 2,197,483

Total Other Financing Sources (Uses) $ 382,815 % 30,809 5( 562324)8(  1,507,290)

Net Change in Fund Balances 3 1,312,442 & 1,328,252 ¥ 593,003} § 70,690
Fund Balances:

Beginning of Period $ 7,738,746 § 6410494 3 7,003,497 § 6,932,807

End of Period $ 9,051,188 $ 7,738746 % 6,410,494 3 7,003,497

*SOURCE - PRIOR YEAR AUDIT REPORTS
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LEE COUNTY SCHOOL DISTRICT
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES
ALL GOYERNMENT AL FUNDS
For the Last Four Years

“UNAUDITED”
20118 2010* 2009+ 2008*
Revenues:
Local sources $ 17,156,365 % 17.147917 § 16,736,263 § 16,576,415
Stale sources 30,604,378 31,454,225 33,364,053 33,974,399
Federal sources 11,568,137 10,469,524 6.426,020 5,956,742
Toral $ 59328880 % 539,071,666 § 56,526,336 § 56,507,556
Expenditlures:
Instruciion $ 32,641,580 % 33,106,353 § 31,125,810 § 30,226,185
Support services 18,596,700 17,285,883 18,337 445 17,673,167
Noninstructional serviees 3,409,207 3,370,232 3,383,920 3,229,080
Facilitics acquisition and constructon 2,496,954 915,098 2,081,353 1,172,732
Debt service:
Principal 2,513,194 2,350,000 2,316,539 2,074,934
Interest 908,531 950,017 1,017,858 1,077,295
Other 9,756 4,550 8,446 6,525
Total Expendilures $ 60576322 % 57,982,133 §$ 58,271,371 § 55459918
Excess (Deficicncy) of Revenues
over Expenditures $ (1,247.442) § 1,089.533 3§ 1,745,035 3 1,047,638
Other Financing Sources {Uses)
Procceds of bonds 3 600,000 $ 3,000,000 $ -0- 8 -0-
Proceeds of loans -0- -0- 1,350,000 650,000
Insurance loss recoveries -0- 11,975 -0- 24.550
Sale of other property 22,033 14,270 -0- -0-
Operating transfers in 499 827 275,602 1,950,771 2,213,126
Other financing sources 10 1,710 4,139 -0-
Operating transfers out ( 499.827) ( 275.602) | 1,950,771y ( 2,213,126)
Total Other Financing Sources (Uscs) $ 622,043 § 3,027,955 % 1,354,139 § 674,550
Nect Change in Fund Balances $ (625.399) § 4,117488 % 390,896) § 1,722,188

Fund Baiances:
Beginning of Period, as originally reported $ 17,737,199 § 13,606,225 3 13,912,328 § 12,190,296
Prior Period Adjustment(s) -0- -0- 59,429 -0-

Beginning of Period, as Restated 3 17,737,199 § 13,606,225 § 13.971,757 § 12,190,296

Increase (Decrease) in reserve

for Inventory $ 15,145 3 13,486 3 25364 3 ( 156)
End of Period § 17,126945 § 17,737,199 § 13,606,225 $ 13,912,328
*SOURCE - PRIOR YEAR AUDIT REPORTS
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M. M. WINKLER & ASSOCIATES, PLLC

Certified Public Accountants
221 Franklin Street - P O. Box 399
Tupelo. Mississippl 38802
(662) 832-4641 or Fax (662) 842-4646
E-Mant anfo/ mmwinkler.cem

INDEPENDENT AUDITORS’ REPORT
ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON COMP LIANCE
AND OTHER MATTERS BASED ON AN AUDIT OF THE FINANCIAL STATEMENTS
PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Superintendent and School Board
Lee County School District

We have audited the financial statements of the governmental activitics, each major fund and the aggregate
remaining fund information of the Lee County School District as of and for the ycar ended June 30, 2011,
which collectively compnise the Lec County School Ihistrict’s basic financial statements and have issued our
report thereon dated August 13, 2013, 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 ihe Comptroller General of the United States.

Internal Control Over Financial Reporting

Management of Lee County School District is responsiblc for establishing and maintaining effcctive internal
control over financial reporting. In planning and pcrforming our audit, we considered the school district’s
internal control over financial reporting as a basis for designing our auditing procedurcs for the purpose of
expressing our opinions on the financial statements, but not for the purpose of expressing an opinion on the
effectiveness of the school district’s internal control over financial reporting. Accordingly, we do not express
an opinion on the effectiveness of the school district’s internal control over financial reporting.

Our consideration of the internal control over financial reporting was for the limited purposes descnibed in the
first paragraph of this section and was not designed to identify all deficiencics in the internal control over
financial reporting that might be significant deficicncics, or material weaknesses and therefore, there can be
no assurance that all deficiencies, significant deficiencies, or material weaknesses have been identified.
However, as describcd in the accompanying schedule of findings and questioned costs, we identified a certain
deficiency in internal control over financial rcporting, that we consider to be a material weakness.

A deficiency in internal control exists when the design or opcration of a control does not allow management
or cmployees, in the normal course of performing their assigned functions, to prevent or detect and correct
misstatements on a timely basis. A matenal weakness is a deficiency, or combination of deficiencies, in
internal control such that there is reasonable possibility that a material misstatement of the entity’s financial
statements will not be prevented, or detected and corrected on a timely basis. We consider the deficiency
deseribed in the accompanying schedule of findings and questioned costs to be a material weakness. (Finding
2011-1)
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INDEPENDENT AUDITORS’ REPORT
ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON COMP LIANCE
AND OTHER MATTERS BASED ON AN AUDIT OF THE FINANCIAL STATEMENTS
PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

-Continucd-

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the school district’s financial statements are free of
material misstatcment, we performed tests of its compliance with certain provisions of laws, regulations,
contracts and grant agreements, noncompliance with which could have a direet and material cffect on the
determination of financial statement amounts. Howcever, providing an opinion on compliance with thosc
provisions was not an objective of our audit, and accordingly, we do not cxpress such an opinion. The results
of our tests discloscd no instances of noncompliance or other matters that arc required to be reported under
Government Auditing Standards.

However, we noted a certain immaterial instance of noncompliance which we have reported to the
management of Le¢ County Schoeol District, in the Independent Auditors™ Report on Compliance with State
Laws and Regulations dated August 13, 2013, included within this document.

The Lee County School District’s response to the finding identified in our audit is described in the
accompanying schedule of findings and qucstioned costs. We did not audit the District’s response and,
according, we express no opinion on it,

This report is intended solely for the information and usc of the school board and management, entitics with

accreditation overview, and federal awarding agencies and pass-through entities and is not intended to be and
should not be used by anyone other than thesce specified partics.

. TH. Winbsler & ssociates. PLLC

August 13, 2013
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M. M. WINKLER & ASSOCIATES, PLLC

Certified Public Accounrtants
221 Franklin Street - P. O. Box 499
Tupclo, Mississippi 38802
(662) 832-4641 or Fax (662) 8424646
E-Mait infoe mmwinkler.com

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

Supcrintendent and School Board
Lec County School District

Compliance

We have audited the compliance of the Lee County School District with the types of compliance requirements
descnbed 1in the U.S. Office of Management and Budget (OMB) Circular A-133 Compliance Supplement that
could have a dircct and material effect on each of its major federal programs for the year ended June 30, 2011.
The school district’s major federal programs are identificd in the summary of auditors’ results section of the
accompanying schedule of findings and questioncd costs. Compliance with the requirements of laws,
regulations, contracts and grants applicable to each of its major federal programs is the responsibility of the
school district’s management. Our responsibility is to express an opinion on school district’s compliance
based on our audit.

We conducted our audit of compliance in accordance with auditing standards generally accepted in the United
States of America; the standards applicable to financial audits contained in Government Auditing Standards,
issucd by the Comptroller General of the United States; and OMB Circular A-133, Audits of States, Local
Governments, and Non-FProfit Organizations. Those standards and OMB Circular A-133 rcquire that we plan
and perform the audit to obtain reasonable assurance about whethcr noncompliance with the types of
compliance requirements referred to above that could have a direct and material effect on a major federal
program occurred. An audit includes cxamining, on a test basis, cvidence about the school district’s
compliance with those requirements and performing such other procedures as we considered necessary in the
circumstances, We believe that our audit provides a reasonable basis for our opmion. Our audit does not
provide a legal determination on the school district’s compliance with those rcquirements.

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

requirements referred to above that could have a direct and material effcct on cach of its major federal
programs for the year cnded June 30, 201 1.
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INDEPENDENT AUDITORS’ REPORT
ON COMPLIANCE WITH REQUIREMENTS THAT COULD HAVE A
DIRECT AND MATERIAL EFFECT ON EACH MAJOR FEDERAL
PROGRAM AND INTERNAL CONTROL OVER COMPLIANCE
IN ACCORDANCE WITH OMB CIRCULAR A-133

- Continued -
Internal Control Over Compliance

Management of the Lee County School District, is responsible for cstablishing and maintaining effective
internal control over compliance with requirements of laws, rcgulations, contracts and grants applicable to
federal programs. In planning and performing our audit, wc considercd the school district’s internal control
over compliance with requirements that could have a direct and matcnal ¢ffect on a major fedcral program in
order to determine our auditing procedures for the purposc of expressing our opinion on compliance and to
test and report on internal control over compliance in accordance with OMB Circular A-133, but not for the
purpose of cxpressing an opinion on the effectiveness of intcrnal control over comphance. Accordingly, we
do not express an opinion on the effectiveness of the school district’s intemal control over compliance

A deficiency in intermal control over compliance exists when the design or operation of a control over
compliance does not allow management or employees, in the normal coursc of performing their assigned
functions, to prevent, or detect and correct, noncompliance with a type of compliance requirement of a federal
program on a timely basis. A material weakness in internal control 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 rcquirement of a federal program will not be prevented,
or detected and corrected, on a timely basis.

Our consideration of the intemal control over compliance was for the limited purpose deseribed in the
preceding paragraph and was not designed to identify all deficiencies in internal control over compliance that
might be deficiencies, or material weaknesscs. We did not identify any deficiencies in internal control over
compliance that we consider to be material weaknesses, as defined above.

This report 1s intended solely for the information and use of the school board and management, others within

the cntity, entities with accreditation overview, and federal awarding agcencies and pass-through entities and
is not intended to be and should not be used by anyone other than these specified parties.

W, M. Wenklern & rPss0ciates. PLLC

August 13, 2013
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M. M. WINKLER & ASSOCIATES, PLLC

Certified Public Accountants
221 Franklin Strect - PO, Box 499
Tupelo, Mussissippr 38802
(662) 842-464 1 or Fax (662) B12-1646
E-Mai! info mmwinkler.com

INDEPENDENT AUDITORS' REPORT
ON COMPLIANCE WITH STATE LAWS AND REGULAT IONS

Superintendent and School Board
Lee County School District

We have audited the financial statements of the governmental activities, each major fund and the aggrepate
remaining fund information of the Lee County School District as of and for the year ended June 30, 2011,
which collectively comprise Lee County School District’s basic financial statements and have issued our report
thereon dated August 13, 2013, We conducted our audit in accordance with auditing standards generally
accepted in the United States of America and the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States.

Section 37-9-18(3)(a), Miss. Code Ann. (1972), statcs in part, “the auditor sha!l test to insure that the school
district is complying with the requircments of Scction 37-61-33(3)(a)(iii), Miss. Code Ann. (1972}, relating
to classroom supply funds.” As required by the state legal compliance audit program prescribed by the Office
of the State Auditor, we have also performed procedures to test compliance with certain other state laws and
regulations. However, providing an opinion on compliance with all state laws and regulations was not an
objective of our audit and, accordingly, wc do not express such an opinion.

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

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

The results of our procedures performed to test compliance with the requirements of Section 37-9-18(3)(b),
Miss. Code Ann. (1972), disclosed no instances of noncompliance related to incorrect or in appropriate
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 procedurcs to test complianee with ¢crtain other state laws and regulations. However,
providing an opinion on compliance with all state laws and regulations was not an objective of our audit and,
accordingly, we do not express such an opinion.

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

audit of the financial statements disclosed the following immaterial instance of noncompliance with other state
laws and regulations.
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INDEPENDENT AUDITORS' REPORT
ON COMPLIANCE WITH STATE LAWS AND REGULAT IONS

-Continucd-
Findin
In accordance with the Mississippi Public School Asset Management Manual preparcd by the Departmcnt of
Property, requests for disposal of property that have been submitted to the property manager should be
submitted to the school district board for authorization of disposal (before the items are discarded or sold at
auction). During our testing of capital assets it was noted that disposal of property at auction occurred before
the school district board authorized the surplus of the property and sale of property to the highest bidder.

Recommendation

We recommend that the property manager insure that the proper approval from the school district board s
obtained before the disposal of property.

Response

Since the 2011 fiscal year, the distnict has established improved internal controls in the form of written
guidelines and standardized forms to be uscd for the disposal of fixed assets. The procedures and forms are
contained in our “Fixed Asset Guidelines™ manual and arc revicwed with all staff responsible for fixed assets

(principals, bookkeepers, and other personncl)

The office of the Statc Auditor or a public accounting firm will review, on the subsequent year's audit
engagemcnt, the finding in this report to insure that corrective action has been taken.

The Lee County School District’s response to the finding included in this report was not audited and,
accordingly, we cxpress no opinion on it.

This report is intcnded solely for the information and use of the school board and management, entities with
accreditation overview, and federal awarding agencies and pass-through cntities and is not intended to be and
should not be used by anyone other than these specificd partics.

. TH. Wekler & Aso0ccates, PLLC

August 13, 2013
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LEE COUNTY SCHOOL DISTRICT
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
For the Year Ended June 30, 2011

Section 1: Summary of Auditors’ Results

Financial Statements:

1.  Type of auditors’ report issucd: Unqualified

2. Internal control over financial reporting:

a. Matenial weakness(es) identified? Yes
b. Significant deficiency(ies) identified? None Reported
3. Noncompliance matcrial to the financial statements noted? No
Federal Awards:

4.  Internal control over major programs:

a. Matenal weakness(es) identificd? No
b. Significant deficiency(ies) identified? None Reported
5.  Type ol auditors’ report issued on compliance for major programs: Unqualified

6. Any audit findings disclosed that are required to be reported in
accordance with scetion 510(a) ot OMB Circular A-1337 No

7. Identification of major programs:

Cluster: Child Nutrition Cluster
CFDA#: 10.553; CFDA#. 10.555
Cluster: Title I, Pant A Cluster
CFDA#: 84.010; CDFA#: 84.389
Cluster: Special Education

CFDA#: 84.027; CFDA®: 84.173; CFDA#:84.391;
CDFA#; 84.392

State Fiscal Stabilization Fund - Educational State Grants
CFDA#: 84,394

Education Jobs Fund
CFDA#: 84.410

8. The dollar threshold used to distinguish between type A and type B
programs: $ 351,190

9. Auditee qualificd as a low-risk auditee? Yes
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ILEE COUNTY SCHOOL DISTRICT
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
For the Year Endcd June 30, 2011

- Continued -

Scction 2: Financial Statements Findings
2011-1 (Material Weakness)
Condition: Some liabilitics were not recorded 1n the proper accounting period.

Criteria: Management is responsible for ensuring that the financial statcements are presented fairly, in
conformity with accounting principals generally accepted m the United State of America.

Cause of Condition: The District did not use effective cutoff procedures for accounts payable.

Effect of Condition: Improper cutoff of accounts payable could result in a material misstatement to accounts
payable.

Recommendation: The District should ensurc that payables arc recorded in the period in which the goods or
services were reccived in order to reflect proper cutoff and ensure that the financial statements are complete
with respect to accounts payablc.

Response: The District has implemented new controls in an effort to improve the cutoff of accounts payable.
These improved controls will help the District to ensure that the finaneial statements are complete with respect
to accounts payable and are presented fairly in conformity with accounting principles generally accepted in
the United State of America.
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Section 3: Federal Awards Findings and Questioned Costs

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