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Nieman & Associates, PC

CERTIFIED PUBLIC ACCOUNTANT AICPA/MSCPA

i
The CPA Never Underestimate The Value

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

January 12, 2012

Superintendent and Schoo! Board
Marion Counly School District

We have audiled (he accompanying financial stalements of the governmental activitics, each major
fund and the aggregate remaining fund information of the Marion County School District as of and for the
year ended June 30, 2011, which collectively comprise the Marion County School District’s basic financial
slatements as listed in the table of contents. These financial statements are the responsibility of the Marion
County School District’s management. Qur responsibility is 10 express opinions on these financial
staternenls based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United Slales
of America and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States. Those standards require that we plan and perform
the audit to obtain reasonable assurance about whether the financial stalements are free of material
misstatement.  An audit includes consideration of internal control over financial reporting as a basis for
designing audit procedures that are appropnate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of the District’s internal control over financial reporiing. Accordingly, we
express no such opinion. An audil also includes examining, on a test basis, evidence supporling the
amounis and disclosures in the financial stalements, assessing the accounling principles used and
significant estimales niade by managemenl, as well as evaluating the overall financial statement
presentation. We believe that our audit provides a reasonable basis for our opinions,

In our opinicn, the {inancial statements referred 10 above present fairly, in all material respects, the
respective financial position of the governmental activities, each major fund and the aggregate remaining
fund information of the Marion County School District, as of June 30, 2011, and the respeciive changes in
financial position, thereof for the year then ended in conformity with accounting principles generally
accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated January 12,
2012, on ovur consideration of the Marion County School District’s internal control over financial reporting
and our tests of its compliance with certain provisions of laws, regulations, contracts and grant agreements
and other matters. The purpose of that report is to describe the scope of our testing of internal control over
financial reporting and compliance and the results of that testing, and not to provide an opinicn on the
internal control over financial reporting or on compliance. That report is an integral part of an audit
performed in accordance with Government Auditing Standards and should be considered in assessing the
results of oor audit.

Accounting principles generally accepled in the United Siales of America require that the
management's discussion and analysis and budgetary comparison information be presented to supplement
the basic financial statements. Such information, although not a part of the basic financial statements, is
required by the Governmental Accounting Standards Board, who considers it to be an essential part of
financial reporting for placing the basic financial statements in an appropriate operational, econemic, or
historical context. We have applied certain limited procedures 1o the required supplemental information in
accordance wilh auditing standards generally accepted in the United States of America, which consisted of
inquiries of management about the methods of preparing the information and comparing the information
for consistency with management’s responses to our inquiries, the basic financial statements, and other
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knowledge we obiained during our andit of the basic financial siatements. We do not express an opinion or
provide any assurance on the information because the limiled procedures do not provide us with sufficient
evidence o express an opinion or provide any assurance.

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the Marion County Scheol District's basic financial statements. The accompanying
Schedule of Expenditures of Federal Awards and the Schedule of Instructional, Administrative and Other
Expendilures for Governmental Funds are presented for purposes of additional analysis and are not a
required part of the basic financial stalements. Such information is the responsibility of management and
was derived from and relates directly to the underlying accounting and other records used to prepate the
financial statements. The information has been subjected to the auditing procedures applied in the audil of
the basic financial statements and certain additional procedures, including eomparing and reconciling such
information directly to the underlying accounting and other records used to prepare the financial siatements
or 1o the financial statements themselves, and other additional procedures in accordance with auditing
standards generally accepted in the United States of America. In our opinion, the information is fairly
stated in all material respects in relation to the basic financial statemenis as a whole.

Qur audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the Marion County School District’s basic financial statements. The other
information section, which includes the Stalement of Revenues, Expenditures and Changes in Fund
Balances, General Fund, Last Four Years and the Siatement of Revenues, Expenditures and Changes in
Fund Balances, All Governmental Funds, Last Four Years, is presented for purposes of additional analysis
as required by the Mississippi Department of Education and is nol a required part of the basic financial
statements. Such information bas not been subjected to the auditing procedures applied in the audit of ihe
basic financial statements and, accordingly, we do not express an opinion or provide any assurance on ii.

Sincerely,

D. Scott Nieman, CPA

Nieman & Associates, PC
McComb, Mississippi
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MARION COUNTY SCHOOL DISTRICT
Management's Discussion and Analysis
For The Year Ended June 30, 201}

The following discussion and analysis of Marion County Schoo! District’s financial performance provides
an overview of the School District’s financial activities for the year ended June 30, 201 1. The inient of this
discussion and analysis is to look at the School District’s performance as a whole. Readers are encouraged
to review the financial statements and the noles o the financial stalements 10 enhance their understanding
of the School District’s financial performance.

FINANCIAL HIGHLIGHTS

=  Total nei assets for 2011 increased $2.594,210, which represents a 15% increase from fiscal year
2010, Total net assets for 2010 increased $293,011, including a prior period adjustment of
$9,602, which represents a 2% increase from fiscal year 2009,

*  General revenues amounted 1o $17,448,608 and $17,994,947, or 72% and 76% of all revenues for
fiscal years 2011 and 2010, respectively. Program specific revenues in the form of charges for
services and grants and contributions accounted for $6,915,180, or 28% of total revenues for 2011,
and $5,540,723, or 24% of total revenues for 2018

*  The District had $21,769,578 and $23,252,261 in expenses for fiscal years 2011 and 2010; only
$6,915,180 for 2011 and $5,540,723 for 2010 of these ¢xpenses was offset by program specific
charges for services, grants and coniribulions. General revenues of $17,448,608 for 2011 and
$17.994,947 for 2010 were adequate (o provide for these programs.

*  Among major funds, the General Fund had $14,378,496 in revenues and $12,606,503 in
expenditures for 2011, and $15,006,773 in revenues and $15,836,104 in expenditures in 2010.
The General Fund's fund balance increased by $1,798,852 from 2010 to 2011, and increased by
$755,617, including a prior period adjusiment of $102, from 2009 10 2019.

*  Capital assets, net of accumulated depreciation, decreased by $627,158 for 2011 and increased by
$405,314 for 2010. The decrease for 2011 was due primarily to the increase in accumulated
depreciation.

= Long-term debt decreased by $317,610 for 2011 and decreased by $265,248 for 2010. The
decrease for 2011 was due primarily (0 principal payments on outstanding long-term debt. The
liability for compensated absences decreased by $78,668 for 2011 and increased by $69,437 for
2010.

OVERVIEW OF THE FINANCIAL STATEMENTS

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

Government-wide Financial Statements

The governmenl-wide financial siatements are designed 1o provide the reader with a broad overview of the
Districl’s finances. These slatements consist of the Statement of Netl Assets and the Statement of
Activities, which are prepared using the flow of economic resources measurement focus and the accrual
basis of accounting. The current year’s revenues and expenses are taken into account regardiess of when
cash is received or paid,

11



MARION COUNTY SCHOOQL DISTRICT
Management’s Discussion and Analysis
For The Year Ended June 30, 2011

The Statement of Net Assets presents information on all the DistricC’s non-fiduciary assets and liabilities,
with the differences between the {wo reported as “net assets.” Over time, increases or decreases in the
District’s net assets may serve as a useful indicator of whether its financial position is improving or
deterjorating.

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

The government-wide financial siatements ouiline functions of the Dislrict that are principally supporied by
property taxes and intergovernmental revenues (governmental aclivilies). The governmental activities of
the District include instruction, support services, non-insiruclional, sixteenth section and interest on long-
term liabilities.

Fund Financial Statements

A fund is a grouping of relaled accounis that is used (o maintain control over resources that have been
segregated for specific activilies or objectives, The District uvses fund accounting to ensure and
demonstrate compliance with finance-related legal requirements. All of the funds of the District can be
divided into 1wo categories: governmental funds ang fiduciary funds. :

Governmental funds — Most of the District’s general activities are reported in its governmental
funds. Governmental funds are used to account for essentially the same functions reported as
governmenial activilies in the government-wide financjal statements, However, governmental
funds are accounted for using the modified accrual basis of accounting and the flow of current
financial resources measurement focus. The approach focuses on near-terin inflows and ouiflows
of spendable resources, as well as balances of spendable resources available al year end. The
governmental fund slatements provide a detailed view of the District’s near-term financing
requirements.

Because Lhe focus of governmental funds is narrower than that of the government-wide financial
statements, it is useful 10 compare the information presented for governmental funds with similar
information presented for governmental activilies in the governmeni-wide financial statements.
By doing so, the reader may gain a better understanding of he long-term impact of the District’s
near-term financing decisions. The governmental funds Balance Shect is reconciled to the
Statement of Nel Assels, and the governmental funds Statement of Revenues, Expenditures, and
Changes in Fund Balances is reconciled (o the Statement of Activities to facilitate this comparison
between governmental funds and governmental aclivities,

The District maintains individval governmental funds in accordance with the Financial
Acconnting Manual for Mississippi Public School Districts. Inforination is presented separately in
the governmental funds Balance Sheet and in the governmental funds Statement of Revenues,
Expenditures, and Changes in Fund Balances for all major funds. Al non-major funds are
combined and presented in these reports as other governmental funds.

Fiduciary funds — Fiduciary funds are used to account for resources held for the benefit of parties
outside the District. Fiduciary funds are not refiected in the government-wide financial statemeniy
because resources of those funds are not available to suppert the District’s own programs. These
funds are reported using the accrual basjs of accounting. The school district is responsible for
ensuring that the assels reported in these funds are used for their intended purpose.



MARION COUNTY SCHOOL DISTRICT
Management's Discussion and Analysis
For The Year Ended June 30, 2011

Reconciliation of Government-wide and Fund Financial Statements

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

Capital assets used in governmental aclivities are not reported on governmental funds financial
stalements.

Capital outlay spending resulls in capital assels on governmeni-wide (inancial slalements, bul is
reported as expenditures on the governmental funds financial statements.

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

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

Notes to the financial statements

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

Reguired Supplemental Information

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

Supplemental Information

Additionally, a Schedule of Expenditures of Federal Awards as required by OMB Circular A-133 and a
Schedule of Instructional, Administrative and Other Expenditures for governmental funds can be found in
this report.

Other Information

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

GOVERNMENT-WIDE FINANCIAL ANALYSIS

Net assets

Net assets may serve over time as a useful indicator of the Distric(’s financial position. Assels exceeded
tiabilivies by $19,874,272 as of June 30, 2011.

13



MARION COUNTY SCHOOL DISTRICT
Management’s [Xiscussion and Analysis

For The Year Ended June 34, 2011

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

depreciation of capital assets.

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
Percentage
June 30, 2011 June 30, 2010 Change
Current assels % 5,557,902 % 3,315,720 87.62 %
Restricted asseis 7,059,212 6,632,939 6.43 %
Capital assets, net 15,092,089 15,719,227 (3.99) %
Total assets ) 27,709,183 25,667,886 7.95 %
Current liabilities 286,815 322,118 (10.96) %
Long-term deht outstanding 7,548,096 8,065,705 (6.42) %
Total liabilities 7,834,911 8,387,824 (6.59) %
Net assels:
Imnvested in capital assets, net of
related debt 8,184,318 8,107,718 0.94 %
Restricted 10,914,430 10,009,524 9.04 %
Unrestricted 775,524 {837,180) 182.64 %
Total net assets $ 19,874,272 % 17,280,062 15.01 %

The following are gignificant current year wransactions (hat have had an impact on the Statement of Net

Assets.

= Decrease in net capital assets in the amount of $627,158.
* The principal retirement of $764,108 of long-term debit.

»  Proceeds from the issvance of a shortfall note in the amount of $325,166.

Changes in net assets

The District’s total revenues for the fiscal years ended June 30, 2011 and June 30, 2010 were $24,363,788
and $23,535,670, respectively. The total cost of all programs and services was $21,769,578 for 2011 and

$23,252,261 for 2010.

14



MARION COUNTY SCHOOL DISTRICT
Management's Discussion and Analysis
Yor The Year Ended June 30, 2011

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

Table 2
Changes in Net Asscls

Year Ended Year Ended Percentage
June 30, 2011 June 30, 2010 Change
Revenues:

Program revenues:
Charges kr senices $ 794665 & 799,811 {0.64) %
Operating grants and contributicns 6,120,515 4,740,912 2810 %

General revenues:
Property taxes 3,468,217 3,394,327 218 %
Grants and contributions not restrictad 12,563,620 12,736,409 (1.36) %
Investment gamings 128,318 567,688 (77.40) %
Sixieenlh section sources 055,425 823,642 16.00 %
Other 333,028 472,881 {29.57) %
Total revenues 24,363,788 23,535,670 352 %

Expenses:

instruction 11,696,025 13,159,859 (11.12) %
Support senices 7.818,124 7.808,8G7 0.13 %
Non-instructignal 1,466,907 1,560,445 {5.99) %
Sixteenth section 402,819 305,503 31.85 %
Inlerest on long-term liabilities 384,703 417,587 {(7.87} %
Total expenses 21,769,578 23,252,261 (6.38) %
Increase (Decrease) in net assets 2,594,210 283,409 B15.36 %
Ne{ Assets, July 1, as originally reported 17,280,062 16,987,051 1.72 %
Prlor Period Adjustment - 9,602 {100.00) %
Net Assets, July 1, asrestaled 17,280,062 16,996,653 1.67 %
Net Assets, June 30 3 19,874,272 § 17,280,062 15.01 %

Governmental activifies

The following table presents the cost of five major District functional activities: instruction, support
services, non-instructional, sixteenth section, and jnterest on long-term liabilities. The 1able also shows
each funclional aclivily’s net cost (lotal cost less charges for services generated by the activitics and
intergovernmental aid provided for specific programs). The net cost presents the financial burden that was
placed on the State and Dislrict’s taxpayers by each of these funclions.



MARION COUNTY SCHOOQL DISTRICT
Managenmicnt’s Discussion and Analysis
For The Year Ended June 30, 2011

Table 3
Net Cost of Governmental Aclivities

2011 2010 Change
Instruction $ 11,696,025 & 13,159,859 (11.12) %
Suppert senices 7,818,124 7,808,867 0.13 %
Non-instructional 1,466,907 1,560,445 {5.99) %
Sixieenth section 402,819 305,503 31.85 %
Interest on long-term liabilities 384,703 417,587 {7.87) %
Total expenses $ 21,769,578 & 23,252,261 (6.38) %

2011 2010 Change
Instruction % (8,333,621) & (10,520,699} (20.79) %
Support senices (5,856,207) (6,573,853) (9.40) %
Non-instructional 147,587 72,004 104.87 %
Sixteenth section (327.454) {271,403) 20.65 %
interest on long-lterm liabilities (384,703} {417,587) {7.87) %
Total net (expense) revenue $ (14,854,398) $ (17,711,538) (16.13) %

¢ Net cost of governmental activities ($14,854,398 for 201) and $17,711,538 for 2010) was
financed by general revenue, which is primarily made up of property taxes ($3,468,217 for 2011
and $3,394,327 for 2010) and siate and federal revenues ($12,563,620 for 2011 and $12,736,400
for 2010). In addition, there was $955,425 and $823,642 in Sixteenth Section sources for 2011
and 2010, respectively.

*  Investment earnings amounled 10 $128,318 for 2011 and $567,688 for 2010.

FINANCIAL ANALYSIS OF THE DISTRICTS FUNDS

As noted earlier, the District vses fund accounting (o ensure and demonstrate compliance with finance-
related legal requirements.

Governmental funds. The focus of the District’s governmental lunds is to provide information on current
inflows, outflows and balances of spendable rescurces. 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.

The financial performance of Lthe District as a whole is reflected in its governmental funds. As the Dislrict
completed the year, its governmental funds reponed a combined fund balance of $12,506,045, an increasc
of $2,691,234, which includes an increase in reserve for inventory of $5,353. $1,326,575, or 1%, of the
fund balance is unassigned, which represents the residual classificalion for the general fund’s fund balance
that has nol been assigned to other funds and that has not been restricted, committed, or assigned to specific
purposes within the general fund. The remaining fund balance of $11,179,470, or 89%, is cither
nonspendable, restricted, commilted or assigned 1o indicate that it is not available for spending except only
for the purposes to which it is restricted, committed or assigned.
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MARION COUNTY SCHOOL DISTRICT
Management’s Discussion and Analysis
For The Year Ended June 30, 2011

The General Fund is the principal operating fund of the District. The increase in fund balance in the
General Fund for the fiscal year was $1,798,852, which is due primarily to the District's conservative
approach to budgeting and spending during the fiscal year. The fund balance of Other Governmental Funds
showed an increase in the amount of $145,266, which includes an increase in reserve for inventory of
$5,353. The increase (decrease) in the fund balances for the other major funds were as follows:

Major Fund Increase (Decrease}
16th Section Interest Fund % 533,695
161h Seclion Principal Fund $ 213,421

BUDGETARY HIGHLIGHTS

During the year, the Dislrict revised the annual cperating budgel. 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. Significant budget revisions during the fiscal year are explained as follows:

¢  Budgeted amounts for revenue from state sources in the General Fund were decreased during the
fiscal year to reflect a decrease in Mississippi Adequate Education Program (MAEP) funds
resulting from budgel cuts. However, the District did receive approximately $714,000 in Budget
Stabilization funds that were reporied in a special revenue fund. The budget was also revised to
reflect the actval federal revenue received and expenditures reported in the Budget Stabilization
Fund.

* Budgeted amounts for instruction expenditures in the General Fund were decreased during the
fiscal year. This decrease is primarily a resuli of the reclassification of expenditures normally
incurred in the General Fund to the Budget Stabilization Fund (special revenue fund) and federal
funds were received to cover those expenditures. The budget was also revised to reflect the actual
federal revenue received and expenditures incurred in the Budget Stabilization EFund.

*  Budgeted amounts for revenues and expenditures in various special revenue funds receiving
federal funding were revised during the fiscal year to more accurately reflect actual revenue
received and expenditures incurred during the fiscal year.

A schedule showing the original and final budget amounts compared io the District’s aclval financial
activity for the General Fund and major special revenue funds js provided in this report as required
supplemental information.

CAPITAL ASSETS AND DEBT ADMINISTRATION

Capital Assets. As of June 30, 2011, the Districl’s total capital assets were $25,277,770, including land,
consiruction in progress, school buildings, building improvements and other improvements, buses, other
school vehicles, furniture and equipment, and leased property under capilal leases. This amount represents
a gross increase of $117.318 from 2010, which is due primarily to the completed consiruciion of the
alternative school building during the fiscal year. Total accumulated depreciation as of June 30, 2011, was
$10,185,701, and total depreciation cxpense for the year was $831,518, resulting in lotal net capilal assets
of $15,092,069,



MARION COUNTY SCHOOL DISTRECT
Management’s Discussion and Analysis
For The Year Ended June 30, 2011

Table 4
Capital Asscts, Net of Accumulated Depreciation
Percentage
June 30, 2011 June 30, 2010 Change
Land $ 179,384 § 179,394 0.00 %
Construction in Progress 50,655 61,587 {17.75) %
Buildings 9,225,775 9,282,118 (0.61) %
Building improvements 701,425 735,160 (4.58) %
Improvements other than buildings 372,266 383,367 (2.90) %
Mobile equipment 1,258,403 1,496,799 (15.93) %
Furniture and equipment 568,552 693,194 (17.98) %
Leased property under capital leases 2,735,589 2,887,577 (5.26) %
Total $ 15,002,069 & 15,719,227 {3.99) %

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

Deht Administration. At June 30, 2011, the District had $7,548,096 in outstanding long-term debt, of
which $915,913 is due within one year. During ihe fiscal year, the District made principal payments in the
amount of $764,108 on exisling long-term deb{. The District also received proceeds from the issuance of a
shortfall note in the amount of $325,166. The liability for compensated absences decreased 378,668 from
the prior year.

Table 5
Outstanding Long-Term Debt
Percentage
June 30, 2011 June 130, 2010 Change

Limited obligation refunding bonds payable $ 2,940,000 & 3,255,000 {9.88) %
Certificates of pariicipation payable 530,000 590,000 (10.17) %
Three mill noles payable 855,000 247,000 9.71) %
Shortfall notes payable 454,155 189,339 139.86 %
Obligalions under energy efficiency leases 2,582,751 2,819,509 (8.40) %
Compensaled absences payable 186,190 264,858 (29.70) %
Total $ 7,548,096 % 8,065,706 (6.42) %

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

The Marion County School District is financially stable. The District is proud of its communily support of
the public schools.

The District has committed itself to financial excellence for many vears. The District’s system of financial
ptanning, budgeting and internal financial controls is well regarded. The District plans to continue its

sound fiscal management to meet the challenges of the future.

The District aclively pursues grant funding to supplement the local, state and federal revenues.
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MARION COUNTY SCHOOL DISTRICT
Management’s Discussion and Analysis
For The Year Ended June 30, 2011

CONTACTING THE DISTRICT’S FINANCIAL MANAGEMENT

If you have any quesiions about this report or need additional financial information, contact the
Superintendent’s Office of the Marion County School District, 1010 Highway 13 North, Suite 2, Columbia,
MS 39420,
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Marion County School District Exhibit A
Statement of Net Asscts
June 30, 2011

Covernmental
Activities
Assets
Cash and cash equivalents $ 4,069,203
Due from other governments 1,446,573
Inventories 42,126
Restricted assets 7,059,212
Capital assets, non-depreciable:
Land 179,394
Censtruction in progress 50,655
Capital assets, net of accumulated depreciation:
Buildings 9,225,775
Building improvements 701,425
Improvements other than buildings 372,266
Mobile equipment 1,258,403
Furniture and equipment 568,552
Leased property under capilal leases 2,735,599
Total Assets ) 27,705,183
Liabilities
Accounts payable and accrued habilitics 103,593
Unearned revenue 7476
Interest payable on long-term liabilities 175,746
Long-term liabilities, due within one year
Capital related liabilities 737,281
Non-capital related liabilities 178,632
Long-term liabilities, due beyond one year
Capital related liabilities 6,170,470
Non-capital related liabilities 461,713
Total Liabilities 7,834,911
Net Assets
Invested in capital assets, net of related debt 8,184,318
Restricted net assets:
Expendable:
School - based activities 1,679,476
Debt service 641,305
Forestry improvements 51,969
Unemployment benefits 75,000
Non-expendable:
Sizeenth section 8,466,680
Unrestricted 775,524
Total Nel Assets 3 19,874,272

The notes to the financial statements are an integra) part of this statement.
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Marien County School District
Staterrent of Activities
For the Year Ended June 30,2011

Net (Expense)}

Revenue and

Program Revenues Changes in Net Assels
Operating
Charges for Grants and Govemirgntal
Functions/Prograns Bxpenses Services Contributions Activities
Govempmental Aclivities:
Instruction $ 11696025 % 364506 § 2997898 % {8333,621)
Support services 7819,124 14,111 1,788,806 (5,956,207)
Non-instructional 1,466,907 280,683 1,333841 147,587
Sixeenth section 402,819 75,305 (327,45%)
Interest on Jong-term labilities 384,703 - [384,5)3)
Total governmental activities § 21769578 % 704665 % 6,120.515 (14,854,358)
General Revenaes:
Taxes:
General purpose levies 3,187,674
Debt purpose levies 280,543
Unrestricted grants and contributions:
State 11,702,829
Federal 860,791
Unrestricted investment eamings 128,318
Sixteenth section sources 955425
Other 333,028
Total Ceneral Revenues 17,448,608
Change in Net Assets 259210
Net Assels - Beginning 17,280,062
Net Assets - Bnding $ 19.874,272

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




Marion County School District
Balance Sheer - Govermmental Funds
June 30,2011

ASSETS
Cash and cash cquivalents
Investments
Due fromother governinents
Due fromother funds
Advance to other funds
Inventories

Total Asscts

LIABILITIES AND FUND BALANCES
Liabilities:

Accounts payable and zccrued liabifities

Due to other funds

Advances from other funds

Deferred revenue -
Total Liabilities

Fund Balances:
Nonspendable:
Inventory
Permanent fund principal
Advances
Restricted:
Debt service
Forestry improvement purposes
Unemploymenl benchits
Other commitmenls
Assigned:
Other purposes
Unassigned
Total Fund Balances

Total Liabiities and Fund Balances

Exhibit C
Major Funds

|6th Section  J6th Section Other Total
Ceneral Inierest Principal ~ Govemmental  Covemmental

Fund Fund Fund Funds Funds
$ 1840247 51554623 $6889259 § 674333 0§ 10958462
- - 1,762 168,191 169,953
545,899 600,674 1,446,573
§74,458 - - (74,458
1,612,28) 1,612,28)
- - 42,126 42,126
$ 3060604 § 1554623 §$8503302 0§ 1785324 § 14,903,853
3 32454 % $ 36622 § 0 HMIT S 103,393
- 674,458 674,458
1,612,281 - - 1,612,281
- - 1476 7476
1,644,735 36,622 716,451 2,397,808
42,126 42,126
6,854,399 - 6,854,399
1,612,281 1,612,281
817,051 817,051
51969 51,969
- 75000 75,000
1,554,623 82,727 1,637,350
89,294 - 89,294
1,326,575 - - 1,326,575
1,415,869 1,554,623 8,466,680 1,068,873 12,506,045
3 3000604 31554623 $58503302 § 1785324 § 14903853

The notes to the financial stalemenls arc an integral part of this statcment.
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Marion County School District
Reconciliation of Governmental Funds Balance Sheel to the Stalerment of Net Assels
June 30,2011

Tota! fund balance - governmental funds

Amounts reported for govermmental activities in the Statervent of Net Assets are
differznt because:

1. Capital assets used in govemmental activities are not financial resources and
therefore are not reported in the funds:

Land

Construction in progress

Buildings

Building improvements
Improverments other than buildings
Mobile equipment

Fumiture and equipment

Leased property under capital leases
Accumulated depreciation

2. Long-termliabilities and related accrued intersst are not due and payable i the
current period and 1herefore are not reported in the funds:

Limited obligatton bonds

Notes payable

Certificates of participation
Energy efficiency lease obligations
Compensated absences

Accrued interest payable

Total Net Assets - Governmental Activities

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

26

179,394
50,655
14,356,782
843,370
873290
3,459,154
1,715,681
3,799,444

(10,185,701)

(2,940,000)
(1,308,155)
(530,000
(2,582,751)
(186,190)

(175,746)

5

$

Eshibit C-)

L. Amount

12,506,043

15,092,069

(7,723,842}

19,874,272



Marion County School District

Covemmental Funds Statement of Revenues, Expenditures, and Changes in Fond Balances

For the Year Ended June 30, 2011

Rewenues:
Local sources
State sources
Federal sources
Sixteenth section sources
Total evenues

Expendifures:

Instruction
Suppon services
Non-instructional services
Sixteenth section
Facilitics acquisition and conslruction
Debt Service:
Principal
Interest
Other
Total expenditnres

Excess (deficiency) of revenues
over expenditures

Other Financing Sources (Lkes):
Bonds and notes issued
Insurance loss recoveries
Operating Transfers in
Operating Trans fers ont
Other financmg uses
Total Other Financing Sources (uses}

Net Change in Pund Balances
Fand balances:
July 1,2010

Decrease in reserve for inventory

June 30, 2011

Bshibn D
Major Funds
16th Section  16th Section Other Total
General Interest Principal ~ Governmental Govemirenlal
Fund Fund Fund Funds Funds

$ 3324678 § 5085 % 101,869 5 1142425 § 4574097
10,901,828 1,542,072 12,443,900
151,950 - 6,088,665 6,240,655

- 568,005 387,695 75.365 1.031,065
14,378,496 573,090 480.564 8848527 24280677
6,785,983 4,626,640 11,412,623
5,181,704 2,197,050 7378754
- - 1,455,949 1,455,949

- 141,11] 174,745 86,963 402,819

181,978 - 181,978
236,758 521,350 764,108
220,080 176,147 396,227

- - 1,000 1,000
12,606,503 141,11} 174,745 9,071.099 21,993458 -
1,771,993 431,979 314,819 {(222.572) 2,296,219
325,166 325,166
74,111 - - - 74,111
03,936 242,797 122,090 704,588 1,163,411
(456,739 (141,081) (223.488) (342.103) (1,163,411)
{9,615) - - - (9,615)
20,859 101,716 {101,398) 362,485 389,662
1,798,852 533,695 213,421 139,913 2,685,881
(382,983 1,020,928 8,253,259 923,607 9,814,811
5,353 5,333

$ 1415869 3§ 1,554,623 % 8466680 B 1068873 § 12,506,045

The notes to the financisl statements are an integral par of this statemenl.

27



Marion County School District

Reconcihation of the Governmental Funds Staterrent of Revenues,
Expenditures and Changes in Fund Balances to the Statement of Activities
Forthe Year Ended June 30, 2011

Net Change in fund balances - gwvernmental funds
Amonnls reperted for govemmental activities in the Staiement of Activities are different because:

1. Covernmental funds report capital outlay as expenditures. However, in the staterment
of activities, the cost of capital assets is allocated over their estimated useful bves as
depreciation expense. In the current period, these amounts are:

Capiral outlay
Depreciation expense

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

3. The isssuance of long-term debt provides curment financial resources 10 govermnmental funds,
while the repayiment of the principal of long-term debt consuies the corrent financial resources
of governmental funds. Neither transaction, however, has any effect on nel assets. Also,
govemmental funds repert the effect of issuance costs, premiuns, discounts and the difference
between the camrying value of refunded debt and the acquisition cost of refunded debt when
debt is first issued. These amounts are deferred and amontized in the statement of activities:

Bonds and notes issued
Payments of debl principal
Accmed inlerest payable
4. Some iters reported in the statement of activities do not provide or require the vse of
current financial resources and therefore are nol reported as revennes/expenditures in

govesamental funds. These activities inclede:

Change in compensated absences
Change in inventory reserve

Change in Net Assets of Govemmental Activities

The noles to the financial statements arc an integral part of this statement,
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. 05,239
(831,518) (626279
(870

(323,166)

764,108
12,524 451,465
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Maron County School District
Statement of Fiduciary Assets and Liabilities
June 30, 2011

Assets
Cash and cash equivalents

Total Assets
Liabilities
Accounts payable and accrued liabilities

Due to student clubs

Total Liabilities

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

Notes to the Financial Stalements
For the Year Ended June 30, 2011

Summary of Significant Accounting Policies

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

A. Basis of Presentation

In February 2009, the GASB issued GASB Stalement No. 54 Fund Balance Reporting and
Governmental Fund Type Definitions. This statement enhances the uscfulness of fund balance
mformation by providing clearer fund balance classifications that can be more consistently
applied and by clarifying the existing governmental fand type definitions. The fund balance
amounts for governmental funds have been reclassificd in accordance with GASB Statement
No. 34. As a resull, amounts previously reporled as reserved and unreserved are now reported as
nonspendable, restricted, committed, assigned, or unassigned.

B. Financial Reporting Entity

For financial reporting purposes, the reporting entity includes all funds thal are covered by the
oversight responsibility of the school district’s governing board.

As defined by accounting principles generally accepted in the United Stales of America, the
school district is considered a "primary government." The school district is governed by a five-
member board, to which each member was elected by the citizens of each defined county
district.

For financial reperting purposes, Marion County School District has included all funds and
organizalions. The District has also considered all potential component units for which it is
financially accountable and other organizations for which the nature and significance of their
relationship with the District are such that exclusion would cavse the Diswict’s financial
statements 1o be misleading or incomplete. The Governmental Accounling Standards Board has
set forth criteria to be considered in determining financial accountability. These criteria include
appoinling a veling majority of an organization’s governing body and (1) the ability of the
District to impose its will on thal organization or (2) the potential for the organization 1o provide
specific benefils 1o or impose specific financial burdens on the District,

Blended component unit.

The Marion County School District Leasing Authority (“the Authority”) as explained in the
following paragraph is considered to be blended component unit as determined by Section 2100
of the Codification of Governmental Accounting and Financial Reporting Standards and is
included in the district’s reporiing entity.

The Authority is governed by a five-inember board which was appointed by the school district’s
governing board. Although it is legally separate from the school district, it is reported as if it 1s
part of the primary government because its sole purpose is to provide financing for the
renovation, improvement, consteuction, and equipping of certain school facilities. Therefore, all
of the Authority’s assets, liabilities, fund balances, revenues, expenditures and other financing
sources and uses have been included in the government-wide financial statements of the school
district (see Note 12).
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MARION COUNTY SCHOOCL DISTRICT

Notes to the Financial Statements
For the Year Ended June 30, 201 1

C. Government-wide and Fund Financial Statements
Government-wide Financial Statements:

The Statement of Net Assets and Statementi of Aclivilies 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 froim these statements. Governmental activities, which normally are supported by tax
and intergovernmental revenues, are reporled separately from business type aclivities, which
rely to a significant extent on fees and charges for support.

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

L. Invested in capital assets, net of related debl consists of capital assets, net of accumulated
depreciation and reduced by outslanding balances for bonds, notes and other debt
aitribulable to the acquisition, construction or improvement of those assels.

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

3. Unrestricted net assets consist of net assets not meeting the definition of the {wo preceding
categories, Unrestricled net assels often have constrainis on resources imposed by
management which can be removed or modified.

The Statement of Aclivities demonstrates the degree to which the direct expenses of a given
function or segment are offset by program revenues. Direct expenses are those clearly
identifiable with a specific function. Program revenues include 1) charges to customers or
applicants who purchase, use, or directly benefil from goods, services, or privileges provided by
a given function and 2) grants, contributions and inlerest restricted 10 meeting the operational or
capiial requirements of a particular function, Property tax and other items not properly included
among program revenues are reported instead as general revenues,

Fund Financial Statementis:

Separale financial statements are provided for governmental and fiduciary funds, even though
the latter are excluded from the government-wide financial slatements. Major individual
governmental funds are reporied in separale colurnns in the fund financial statements. Al
remaining governmental funds are aggregaled and reported as other governniental funds.

The school district reports the following major governmental funds:

General Fund — This is the school district’s primary operating fund. All general tax
revenues and other revenues not allocaied by law or contracival agreement to some other
fund are accounted for in this fund. From the fund are paid the general operating
expenditures, including instructional, support, and other costs.

16" Section Principal Fund — This is a permanent fund used 10 account for resources from
sixteenth section lands that are legally restricied 1o the extent that only earnings, and not the
principal, may be used for purposes that support the distriet’s programs.

16" Section Interest Fund — This is a Special Revenne Fund. Special Revenue Funds are

used Lo account for the proceeds of specific revenue sources (other than major capital
projects) that are legally resiricled for specific expenditure purposes.
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MARION COUNTY SCHOOL DISTRICT

Noles to the Financial Statements
For the Year Ended June 30, 2011

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

Additionally, the school district reports the following fund types:
GOVERNMENTAL FUND TYPES
Special Revenue Funds — Special Revenue Funds are used Lo account for and report the

proceeds of specific revenue sources that are restricled or committed 1o expenditure for
specified purposes other than debl service or capital projects.

Capilal Projects Funds — Capital Projects Funds are used to account for and report financial
resources that are restricted, commitied, or assigned to expenditure for capital cutlays,
including the acquisition or consiruction of capital facilities and other capital assets.

Debt Service Funds — Debt Service Funds are vsed to account for and report financial
resources (hat are restricted, commilled, or assigned o expenditure for principal and
interest.

Permanent Funds ~ Permanent Funds are used to account for and report resources that are
restricled to the exlent thal only earnings, and not the principal, may be used for purposes
that support the district’s program.

FIDUCIARY FUNDS

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

Measurement Focus, Basis of Accounting, and Financial Statement Presentation

In the government-wide Statement of Net Assets and Stalement of Activities, governmental
aclivities are presented using the economic resources measurement focus and the accrual basis
of accounting, as are the Fiduciary Fund financial statements. Revenues are recognized when
carned and expenses are recorded when Lhe lability is incurred or economic asset used,
regardless of timing of the relaled cash flows. Grauts and similar ilems are recognized as
revenue as soon as all eligibility requirements imposed by the provider have been met.

Governmental fund financial statements are reported using the current 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 estimate the amount. Revenues are considered Lo be available when they are
collectible within the current period or soon enough therealter to pay liabilities of the current
period. For this purpose, the government considers revenues 1o be available if they are collected
within 60 days afler year end. Expenditures (including capital outlay) are recorded when the
related fund liability is incurred, as under accrual accounting. However, debt service
expenditures, as well as expendilures related to compensated absences and judgments, are
recorded only when payment is due.

Federal grants and assistance awards made on the basis of entitlement periods are recorded as
receivables and revenues when entitlement occurs. Federal reimbursement type grants are
recorded as revenues when the related expendilures 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.
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MARION COUNTY SCHOOL DISTRICT

Notes to the Financial Statements
For the Year Ended June 30, 2011

Property tax, intergovernmental revenues (shared revenues, grants, and reimbursements from
other governmenis) and interest associated with the current fiscal period are all considered to be
susceptible 1o accrual.

Ad valorem property taxes are levied by the governing authority of the county on behalf of the
school district based upon an order adopted by the school board of the school district requesting
an ad valorem tax effort in dollars. Since the taxes are not levied and collected by the school
district, the revenues i be generated by the annual levies are nol recognized until the taxes are
actually collected by the 1ax levying authority.

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

Under the terms of grant agreements, the District funds certain programms by a combination of
specific cost-reimbursement grants and general revenues. Thus, when program expenses are
incurred, there are both restricied and unrestricted nel assets available lo finance the program. It
is the Dislrict’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.

Revenues from the Mississippi Adequale Education Pregram are appropriated on a fiscal year
basis and are recorded al the time the revenues are received from the State of Mississippi.

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

Encumbrances

An encumbrance system is not maintained 1o account for commitments resulting from approved
purchase orders, work orders and contracis.

Assels, liabilifies, and net assets or equity

1. Cash and Cash equivalents and Investments.
Cash and cash equivalents.
The district’s cash and cash equivalents are considered (0 be cash on hand, demand
deposits, and shorl-term investments with original maturities of three months or less from
the date of acquisition. The school district deposits excess funds in the financial institutions

selecled by the school board. State statutes specify how (hese deposilories are © be
selected.
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MARION COUNTY SCHOOL DISTRICT

Notes to the Financial Statements
For the Year Ended June 30, 2011

Investments.

The school district can invest its excess funds, as permitted by Seciion 29-3-113, Miss.
Code Ann. (1972), in interest-bearing deposits or other obligations of the types described in
Section 27-105-33, Miss. Code Aon. (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 io be so invested.

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

Invesiments for the disirict, as well as ils component units, are reporled at fair market value.
Receivables and Payables.

Activity belween funds thal are representative of lending/borrowing arrangements
outstanding al the end of the fiscal year are referred to as either “due to/from cther funds™
(i.e. the current portion of inter-fund loans) or “advances to/from other funds™ (i.e. the non-
current portion of inter-fund loans). All other outstanding balances between funds are
reported as “due to/from other funds.”

Advances between funds, as reported in the fund financial statements, are offset by a fund
balance reserve account in applicable governmental funds to indicale that they are not
available for appropriation and are not expendable available financial resources.

Due from Other Governmenls.

Due from other govermnenis represents amounts due from the Stale of Mississippi, and
varjous granls and reimbursements from other governments.

Inveniorjes and Prepaid licms,

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

Ceriain payments to vendors reflect costs applicable o future accounting periods and are
recorded as prepaid ilems in both the government-wide and governmental fund financial
slalements.

Restricted Assets.

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

Capital Assets.

Capilal assets include land, improvements Lo land, easements, water rights, timber rights,
buildings, building improvements, vehicles, machinery, equipment, works of art and
historical ireasures, infrastructure, and ail oiher tangible or intangible assets that are used in
operations and that have initial useful lives extending beyond a single reporting period.
Capital assets are reported in the applicable governmenial or business type activities
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MARION COQUNTY SCHOOL. DISTRICT

Notes to the Financial Statements
For the Year Ended June 30, 2011

columns in the governmental-wide Stalement of Nel Assets. Capilial assets are recorded at
historical cost or estimated historical cost based on appraissls or deflated current
replacement cost. Donated capita) assels are recorded at estimated {air market value at the
dale of donation. The cosls of norma) maintenance and repair that do not add to the value
of the asset or matenally extend assel lives are not capitalized. Capital assels are defined
by the Districl as assets with an initial, individual cost in excess of the thresholds in the
table below.

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

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

The following schedule details the capitalization thresholds:

Capitalization Estimated

Policy Useful Life
Land $ 0 0
Buildings 50,000 40 ycars
Building improvements 25,000 20 years
Improvements other than buildings 25,000 20 ycars
Mobile cquipment 5.000 5-10 ycars
Furniture and equipment 3,000 3-7 years
Leased property under capital leascs # ®

{(*} The threshold amount will correspond with the amounts for the asset classifications, as
listed. See Note 3 for details.

Compensated Absences.

Employees of the school district accumulale sick leave at a minimum amount as required by
state law. A greater amount may be provided by school district policy provided that it does
nol exceed the provisions for leave as provided in Sections 25-3-03 and 25-3-95. Some
employees are allowed persenal leave and/or vacation Jeave in accordance with school
district policy. The district pays for unused leave for employees as required by Section 37-
7-307(5), Miss. Cade Ann. (1972).

The liability for these campensaled absences is recorded as a long-lerm liabilily in the
government-wide statements. The current portion of this liability is estimated based on
historical wrends. In the fund fnancial statements, governinental funds report the
compensated absence liability payable from expendable available financial resources only jf
the payable has matured, for example, an employee retires.

Long-term liabilities.

In the government-wide financial statements, outstanding debt is reported as liabilities.

The government 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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MARION COUNTY SCHOOL DISTRICT

Noates 10 the Financial Stalements
TFor the Year Ended June 30, 2011

Fund Balances

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

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

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

Restricted fund balance includes amounts that have constraints piaced upon the
use of the rescurces either by an exiernal party or imposed by law through a
constilulional provision ¢r 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 ithe School
Board, the District’s highest level of decision-making authority. Currenily there is
no commilted fund balance for this school district.

Assigned fund balance includes amounts that are constrained by the District's
intent to be used for a specific purpose, but are neither restricted nor commitled.
For governmenial 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 crealed by the Superintendent and the Business Manager pursuant io
authorization established by the policy adopted by the school district.

Unassigned fund balance is the residual classification for the general fund. This
classification represents fund balance that has not been assigned to olher funds
and that has not been restricted, committed, or assigned to specilic purposes
within the general fund. The general fund should be the only fund thal reports a
positive unassigned fund balance amounl. 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 Disirict’'s general policy to use restricted resources first. When
expenditures/expenses are incurred for purposes for which unrestricted
(committed, assigned, and unassigned) resources are available, and amounts in
any of these unresiricled classifications could be used, it is the District's general
policy to spend commilted resources first, followed by assigned amounts, and then
unassigned amounts.
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Cash and Cash Equivalents aod Inveslrnenis

The district follows the practice of aggregaling the cash assels of various funds to maximize cash
management efficiency and returns. Restrictions on deposils are imposed by statutes as follows:

Deposits. The school board must advertise and accept bids for depositories no less than once every
three years as required by Section 37-7-333, Miss. Code Ann. (1972). The collateral pledged for the
school district’'s deposits in financial institutions is held in the name of the State Treasurer under a
program established by the Mississippi State Legislature and is governed by Section 27-1035-5, Miss.
Code Ann, (1972). Under this program, the entity’s funds are protected through a collateral pool
administered by the State Treasurer. Financial institutions holding deposits of public funds must
pledge securities as collateral against those deposits. In the event of failure of a fipancial institution,
securilies pledged by that institution would be liguidated by the State Treasurer to replace the public
deposits not covered by the Federal Deposit Insurance Corporalion.

Investments. Section 29-3-113 and 35-59-43, Miss. Code Ann. (1972}, authorizes the school board
to invest excess funds in the types of investments authorized by Section 27-105 33(d) and (e), Miss,
Code Ann. {1972). This section permits the following types of invesiments: (a) certificated of
deposits and interest bearing accounts with qualified state depositories; (b} direct “United Siates
Treasury obligations; (c) United State Government agency, United States Government
instramentality or United States Government sponsored enterprise obligations, not lo exceed [ifty
percent of all monies invested with malurities of thirty days or longer; (d) direct securily repurchase
agreements and reverse direct security repurchase agreements of any federal book entry of only
those securities enumerated in {b) and (c} above; (&) direct obligations issued by the United States of
America that are deeined to include securities of, or interest in, the open-end or closed-end any
management type investment company or investment trust approved by the State Treasurer and the
Execulive Director of the Department of Finance and Administration, not 1o cxceed twenty percent
of invested excess funds. Investment income on bond funds (Capital Projects), bond sinking funds
(Debl Service Funds) and sixteenth section principal funds (Permanent Funds) must be credited to
those funds. Investment income of $100 or more of any fund must be credited o that fund.
Amounts less than $100 can be credited to the General Fund.

Cash and Cash Equivalents.

The carrying amount of the school district's deposits with financial institutions reported in the
governmental funds and fiduciary funds was $10,958,462 and $939,049, respectively. The carrying
amount of deposils reporled in the government-wide statements was: Cash and cash equivalents
$4,069,203, and reslricted assets $7,059,212. The restricted assets represent the cash balance and
investment balance of the Sixleenth Section Principal Fund (Permanent Fund) of $6,889,259 and
$1,762, respectively, and the investment balance of $168,191 of the MABP Retirement Fund which
are legally restricted and may not be used for purposes that support the district’s programs. The
bank balance was $13,043,958.

Custodial Credit Risk ~ Deposits. Cuslodia! credit risk is defined as the risk that, in the event of the
failure of a financial institution, the distnct will not be able 10 recover deposits or collateral
securities that are in the possession of an outside parly. The district does not have a deposit policy
for custodial credit risk. However, the Mississippi Stale Treasurer manages that risk on behalf of the
district. Deposils above FDIC coverage arc collateralized by the pledging financial institutions trust
depariment or agent in the name of the Mississippi State Treasurer on behalf of the district.
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Investmens.

As of June 30, 2011, the district had the following investmenis.

Investment Type M aturities (in years) Tair Value Rating

Hancock Horizon Treasury Securities

Money Market Mutoal Funds Less than 1 year A 168,191 AAAm
Governmental National Mortgage Association  More than 10 years 1,762  Nol Raied
Total Investments $ 169,953

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

Credit Risk. State law limits investments 1o those prescribed in Section 27-105-33(d) and 27-105-
33(e), Miss. Code Ann. {1972). The disirict does notl have a formal investment policy that would
further limil its investment choices or one that addresses credit risk.

Custodial Credir Risk -- Investments. Custodial credit risk is defined as the risk thal, in the event of
the failure of the counierparty, the district will not be able 1o recover the value of is investments or
collateral securities that are in the possession of an outside party. The district does not have a formal
investment policy that addresses custodial credit risk. The investments in the Hancock Horizen
Treasury Securities Money Market Mutual Funds are uninsured and unregistered and are noi backed
by the full faith and credit of the federal government.

Inter-fund Receivables, Payables and Transfers
The following is a summary of inter-fund transactions and balances:

A. Due To/From:

Receivable Fund Payable Fund Amount
General Fund Other governmental funds $ 674458
Total § 674458

During the course of the school year. expenditures are paid in certain funds on a reimbursement
basis causing the district to have to borrow from other funds in order 1o not ¢reate a deficit in
any particular fund. The above inter-fund loans were made 1o cover year end expenditures.

B. Advances To/From Other Funds.

Receivable Fund Payable Fund Amount

16th Section Principal Fund General Fund 3 1,612,281

Total $ 1,612,281
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Sixteenth section principal loans payable.

[Note: The sixteenth section principal loans payable is not reflecied on the Statement of Net
Assets because these funds were borrowed by the General Fund from the Sixleenth Seclion
Trust Fund (Permanent Trust) in accordance with Section 29-3-113, Miss. Code Ann. (1972).]

The revenues and expenditures associaled with these iransactions were reflected on Exhibit D-1.

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

Year Ending
June 30 Principal Intcrest Total

2012 $ 189360 3 64,491 § 233851
2013 196,935 56917 253,852
2014 157,715 49,039 206,754
2015 164,024 42,731 206,755
2016 170,584 36,170 206,754
2017-2021 548,073 101,180 649,253
2022-2(24 185,590 14,129 199,719
Total $ 1602285 § 364657 % 1,976938

C. Inter-fund Transfers.

Transfer Qut Transfer In Amount
General fund Other govemmental funds $ 456,739
Other governmental funds Other govemmental funds 247,849
Other govemmental funds General fund 93,936
Other governmental funds Sideenth section interest fond 318
Sixteenth section interest fund  Sixeenth section interest fund 141,081
Sixteenth section principal fund Sideenth section interest fund 101,398
Sixtcenth section principal fund Sideenth section principal fund 122,090
Total Funds $ 1,163.411

The above transfers were for distribution of MAEP monies 10 various funds, and the transfer of
sixteenth section principal and interest {unds,

(4) Restricted Assets
The restricted assets represent the cash and investment balance of the Sixteenth Section Principal
Fund (Permanent Fund), totaling $6,889,259 and $1,762, respectively. In addition, the restricted

assets include the investment balance of the MAEP funds, totaling $168,191. Both are legally
restricted and may net be used for purposes that support the district’s programs.
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Capital Assets

Non-depreciable capital assets:
Land
Construction in progress

Total non-deprectable capital assets

Depreciable capital assets:
Buildings
Building improvement
Improvements other than buildings

Mobile equip ment
Fumitore and equipment

Leased properiy under capital leases

Total depreciable capital assets

Less accumulated depreciation for:

Buildings

Building improvemam

Improvements other than buildings

Mobile equipment

Furniture and equipment

Leased property under capilal leuses
Total accumulated dep reciation

Total depreciable capital assels, net

Governmental activities capital assets, net

Instruction
Support Services
Non-instructional

The following is a summary of changes in capital assels for governmenial activities:

Depreciation expense was charged (o the following governmental functions:

Balance Completed Balance
07/01410 Additions  Relgements  Construction 06/30/11
§ 179394 - - 179,394
61,587 181,978 - (192,910) 50,655
240981 181,978 - (192,910) 230,049
14,163,872 - - 192,910 14,356,782
843,370 - - 843,370
873,290 - - - 873,290
3,459,154 - - - 3,459,154
1,780,341 23,261 (87.921) - 1,715,681
3,799 444 - - - 3,799 444
24,919,471 23261 (87,921 192,910 25,047,721
{4.881,753) {249,254) - - {5,131,007)
{108,210) {33,735 - - {141,945y
{489,893) (11,131) - - (5010243
{1,962,355) {238,396) - - (2,200,751}
{1,087,147) {147,024) 87.042 - (1,147,129)
(911,867 {151,978) - - (1,063,845)
{9.441,225) {R31 518) 87,042 - (10,185,701)
15,478,246 {808,257) {879y 192,910 14,862,020
15,719,227 {626,279) (879} - 15,092,069
Amount
3 352,116
459,158
20,244
$ 831,518

Total depreciation expense
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Commitments under construction contracts at June 30, 2011, are summarized as follows:

Spent 1o Remaining
June 30, 2011 Cononitment

Dressing room WMH Baseball & Softball  § 30,655 § 37,598

Total $ 50,655 % 37,598

Construction projects included in governmental activities are funded with proceeds from the three
mill note.

(6) Long-term liabilities

The following is a summary of changes in long-term liabilities and cther ob]igalions for
governmental activities:

Amouns duc
Balance Palance within one
0701419 Additions Reductions Admstnrents 0630011 year
A. Limiled obligation bonds payable,
refunded Serics 2008 $ 3255000 % - P 3500 § - $ 2940000 5 326000
B. Cenificates of participation payable 550,000 - €0,000 - 530,000 05,000
C. Three mili notes payable 947,000 - 92,000 - 835,000 93,000
D. Shonfall notes payable, Series 2009 189,339 - 60,350 - 128,989 63,072
E Shortfall notes payable, Series 2010 - 325,166 - - 325,166 106,250
F. Obligations nnder energy efficiency lease 2,819,509 - 236,758 - 2582751 251,281
G. Compensated absences payable 204,858 - 78,668 - 186,190 9310
Total § B0 3% 35166 8 g2TI6§ -5 TS89 § 915913

A, Limited obligation bonds payable.

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

Interest [ssue Matunity Amount Amount
Descriplion Rate Date Date Issued Outstanding
State aid capital Trprovement
bonds, Series 1998 44%46% 0301798 0201118 $ 53000 § 2940000
Total $ 5320000 3 2,940,000
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Details of the disirict’s June 30, 2011 limited ebligation bonded indebiedness are as follows:

Ycar Bnding
June 30 Principal Interest Total

2012 $ 326000 % 103,766 § 429,766
2013 337,000 93.030 430,030
2014 348,000 81,924 429.924
2015 359.000 70,450 429450
2016 372,000 58,608 430,608
2017-2018 1,198,000 100,685 1,298,685
Total $ 2940000 § 508,463 $ 3,448,463

This debt will be retired from the MAEP Retirement Fund.

The state aid capital improvement bonds are secured by an igrevocable pledge of certain
revenues the disirict received from the Stale of Mississippi pursvant to the Mississippi
Accountability and Adequaie Education Program Act, Sections 37-151-1 through 37-151-7,
Miss. Code Ann. (1972). The stale aid capital improvement bonds are not included in the
computation of the debi limit percentage.

Prior Year Defeasance of Debt — In prior years, the school district defeased certain State Aid
capital improvement bond by placing the proceeds of a new bond in an irrevocable trust lo
provide for ail futvre debt payment requiremenis on the state aid capital improvernent refunding
bonds. Accordingly, the trust account assets and the liability for the defeased bonds are not
included in the school district’s financial statements. On June 30, 2011, $2,760,000 of bonds
outstanding was considered defeased.

Certificates of participation payable.

As more fully explained in Note 12, certificates of participalion have been issued by the school
district. Cerlificates of participation currently outstanding are as follows:

Interest lssue Matunty Amount Amouant
Description Rale Date Date Issued Outstanding
Trust certificales 4.93% 06/01/98 0601118 § 2620000 § 530000
Total 3 262000 3 530000

42



MARION COUNTY SCHOOL DISTRICT

Notes 1o the Financial Statements
For the Year Ended June 30, 2011

Details of the district’s June 30, 2011 certificates of paniicipation are as follows:

43

This debt will be retired from the Three Mill Note Retiremenl Fund.

Year Ending
June 30 Principal Interest Total
2012 3 65000 § 26,129 § 91,129
2013 70,000 22,924 92,924
2014 70,000 19,474 89,474
2015 75,000 16,023 91,023
2016 80,000 12,325 92,325
2017-2018 170,000 12,571 182,571
Total $ 530000 $§ 109446 § 639446
The debt will be relired from the Lease Debt Service Fund.
Three mill noles payable.
Debt currenily outstanding is as follows:
Inlerest Issue Maiurity Amount Amount
Description Rate Date Date Issued Outstanding
Three mill note payable 3.67% 2212008 6152020 $ 120000 § 855000
Total $ 1,020000 § 855000
Details of the district’s June 30, 2011 three mill notes payable are as follows:
Three mill notes payable issued on 07/22/2008.
Year Ending
June 30 Principal [nterest Total
2012 $ 95000 §$ 31,378 5 126378
2013 99,000 27,892 126,892
2014 68,000 24,259 92,259
2015 70,000 21,763 91,763
2016 73,000 19,194 92,194
2017-2020 450,000 46,866 496,866
Total $ 855000 $ 171,352 F 1,026.352
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D & E. Shortfall notes payable:

Interest Issue Maturity Amount Amount
Description Rate Date Date Issued Quistanding
D. Shonfali note payable, Series 2009 4.51% RH412000 g/42012 189339 % 128989
E Shortfall note payable, Serics 2010 207% BIZ3/200 R23/2013 325,166 325,166
Total $ 514505 § 454155
D. Details of the district’s June 30, 2011 Shortfall Note Payable, Series 2009:
Year Ending
Tunec 30 Principal Interest Total
2012 $ 63072 3§ 5817 § 68889
2013 65,917 2,973 68,890
Total $ 128980 § 8700 & 137779
E. Details of the district’s June 30, 201 ] Shortfall Notes Payable, Series 2010:
Year Ending
June 30 Principal Interest Total
2012 $ 106250 % 6731  § 112981
2013 108,250 4,532 112,782
2014 110,666 2,291 112,957
Total $ 325166 § 13,554  § 338,720
F. QObligaions under energy efficiency lease.
Debt currently omsianding is as follows:
Interest Issue Maturity Amount Amount
Description Rale Dale Date Issued Qutstanding
Fnergy Efficicncy Lease S26% 700 202019 $ 3799444 2582751
Total $ 3799444 2,582,751
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Details of the district’s June 30, 2011 energy efliciency lease payable are as follows:

Year Ending
June 30 Principal Interest Tolal

2012 $ 251,281 % 135853 $ 387,134
2013 266,637 122,635 389,272
2014 282,870 108,610 391,480
2015 300,028 93,731 393,759
2016 318,160 77,950 396,110
2017-2019 1,163,775 133,869 1,297,644
Total $ 258275 % 672648 $ 3,255399

An energy efficiency lease agreement dated July 20, 2004, was executed by and between the
district, the lessee, and First Sccurily Bank, the lessor,

The agreement authorized the borrowing of $3,799,444 for the purchase of energy efficiency
equipment, machinery, supplies, building modificalions and other energy saving items.
Payments shall be made from the District Maintenance Fund and not to exceed fifteen (15)
years.

The district entered in this energy efficiency lease agreement under the authority of Section 31-
7-14, Miss. Code Ann. (1972).

Upon written notice to the lessor, the lessee has the option of repaying the total amount due as
sel forth by the agreement.

Compensated absences payable,
As more fully explained in Note 1(F)(7), compensated absences payable is adjusted on an

annual basis as required by Section 37-7-307(5), Miss. Code Ann. (1972). Compensated
absences will be paid from the fund from which the employees’ salaries were paid.

Qther Commitments

Commitments under construction coniracts are described in Note 5.

Operating leases:

The school district has several operating leases for the following:

L

Pitney Bowes

2. 5 copiers

Lease expenditures for the year ended June 30, 2011, amounted to $23,268.
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Fulure lease payments for these leases are as follows:

Year Ending
June 30 Amount
2012 $ 25,968
2013 25,968
2014 20,71]
2015 5,640
2016 490
Total $ 78777

Defined Benefit Pension Plan

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

Funding Policy. PERS members are required to contribuic 9.00% of their annual covered salary, and
the schoo} district is required to contribute at an acluarially determined rate. The rate for fiscal year
ended June 30, 2011, was 12.00% of annual covered payroll. The contribution requirements of
PERS members and employers are established, and may be amended only by the State of Mississippi
Legislature. The school district's comributions 1o PERS for the fiscal years ending June 30, 201),
2010 and 2009 were $1,392,356, $1,517,653 and $1,521,138, respectively, which equaled the
required conlcibutions for each year.

Sixteenth Secction Lands

Sixteenh section school lands, or lands granted in lieu thereof, constitute property held in trust for
the benefit of the public schools. The school board, under the general supervision of the Office of
the Secretary of State, has control and jurisdiction of said school trust lands and of all funds arising
from any disposition thereof. It is the duly of the school board to manage the school trust lands and
all funds arising there from as trust property. Accordingly, the board shall assure that adequate
compensation is received for all uses of the {rust lands, except for uses by the public schools. The
following are the future rental paymenis to be made 10 the school distriet for the use of school trust
lands, These future rental payments are from existing leases and do not anticipate rencwals or new
leages,
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Year Bnding
June 30 Amount
2012 3 73,755
2013 55,771
2014 40,331
2015 38,338
2016 31,123
2017-2021 149,728
2022-2026 139,854
2027-2031 122,400
2032-2036 34,996
2037-2041 5,400
2042-2046 3,52]
2047-2051 ) 3,521
Total 3 704,738

Contingencies

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

Litigation. - The school district is party to Jegal proceedings, many of which occur in the normal
course of governmental opetations. It is not possible at the present lime to estimate the outcome or
liability, if any, of the school district with respect to various proceedings. However, the school
district’s legal counsel believes that vltimate liability resulting from these lawsuits will not have a
material adverse effect on the financial condition of the school district.

Risk ¥anagement

The school district is exposed to various risks of loss related to torts; theft of, damage io and
destruction of assets; errors and omissions; injuries to emplovees; and natural disasters. The district
carrics commercial insurance for (hese risks. Scitled ¢laims resulting from these insured risks have
not excceded commercial insurance coverage in any of the past three fiscal years.

Trust Certificates

A trusl agreement dated June L, 1998, was executed by and between the school district and
Trustmark National Bank of Jackson, Mississippi as trustees.

The trust agreement authorized the issuance of trust certificales in the principal amount of
$2.620,000 to provide financing for the construction and renovation of school buildings and related
facilitics and equipment (the “project”).

The project is leased to the school district in accordance with the provisions of the Emergency
School Leasing Authority Act as described in Section 37-7-351, et. Seq., Miss. Code Ann. {1972),
The lease represents a capital lease under which ownership of the project will teansfer to the school
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district upon complete retirement of the trust certificales. The school district is obligated to make
lease paymenis (o the trustee in an amount equal to the debt service requirements for the Lrust
certificates. The lease rental payments by the school district are vsed by the trusice 1o pay the
principal and interest payments due on the trust certificates.

It is not anlicipated the projecl will have sufficient value to satisfy the certificates in the event the
school district defaults under the lease; therefore, the source of payment of the certificates is the
responsibility of the school diswict. See Note 6 for details regarding the debt service requirement on
the trust certificates.

Using the guidance provided in Section 2100 of the Codification of Governmental Accouniing and
Financial Reporting Standards dealing with defining the reporting enlity, the irust accounts created
by this trust agreement were deemed 10 constilule an inseparable parl of the school district.
Therefore, the assets, liabilities, equity, revenues, expenditures and other financing sourcesfuses of
the trust accounts created by this rust agreement are part of the school district’s financial stalements,
thereby eliminating the effects of the lease agreement for financial reporting purposes.

Suhsequent Events

Events that occur after the statement of net assets dale but before the financial stalements are
available o be issued must be evaluated for recognition or disclosure. The effects of subsequent
events that provide evidence aboul condilions thal exisled at the stalement of net assets dale are
recognized in the accompanying financial statements. Subsequent events which provide evidence
about conditions that existed after the statement of net assets date require disclosure in the
accompanying noles. Management of the Marion County School Dislrict evaluated the activity of
the district through January 12, 2012, and determined that the following subsequent event has (have)
occurred requiring disclosure in the notes 10 the financial statements:

On July 11, 2011, the board accepted the $192,564 bid of Hood Indusicies, Inc. for the sale of timber
in Section 16-2-13.
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Marion County School District
Budgetary Comparison Schedule
General Fund

For the Year Ended June 30, 2011

Variances
Positive (Negative)
Budgeted Amounts Actual Original Final
Orginal Final {(GAAP Basis) to Final to Actual
Revenues:
Local sources $ 3617386 § 3,563,394 § 3324678 0% (53992) § (8716
State sources 11,312,783 10,910,225 10,901,828 (402,558) (8,397
Federal sources 200,000 155,800 151,990 (44,200} (3.810)
Total Revenues 15,130,165 14,629,419 14,378,496 (500.750) (250,923
Expendiiores:
Instruction 7,910,335 7,089,717 6,785,983 880,558 303,704
Support services 5,863,481 5,709,682 5,181,704 153,799 5271978
Facilities acquisition and construction - 181,977 151,978 (181,977 (N
Debt service:
Principal 418,835 418,835 236,758 - 182,077
Interest 220,081 220,081 220,080 - 1
Total Ependitures ' 14472732 13,620,352 17,606,503 852,380 1,013,849
Excess (Deficiency) of Revenues
Over Bxpenditures 657437 1,009,067 1,771,993 351,630 762,926
Other Financing Sources (Uses):
Proceeds of Loans 603,743 325,166 325,166 (278,577 -
Insurance Loss Recoveries - 74111 74,111 74,111 -
Indirect Costs 96,008 80,847 - (6,161} (89,247
Other financing uses - (9.615) (9,615) (0,615) -
Operating Transfers in 2,396,114 2.406,737 93,9364 10,623 (2,312,801
Operating Transfers out (3,315,526) (2,853,948) (456,739 461,578 2,397,200
Tatal Mther Financing Sources (Uses) (219,661) 32298 26,859 251,959 {5,439
Net Change in Fund Balances 437,716 1,041,365 1,798,852 603,580 757,487
Fund Balances:
July 1, 2010 {382,983)
June 30, 2011 $ 1415869

The notes to the required supplemental information are an integral part of Lhis statemcal.
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Marion County School District
Budgetary Comparison Schedule
Sixteenth Section Interest Fund
For the Year Ended June 30, 2011

Variaices
Positive (Negative)
Budgeted Amounts Actual Original Finai
Original Final (GAAP Basis) to Final 1o Actual
Revenues:
Loca! $ 10 - 3 SO8S % qo 508
Sixteenth section sources 578,371 586,430 568,005 8.053 (18,425)
Total revenues 378,387 586,430 573,090 8.043 {13,340}
Expenditures:
Sistecnth section 130,500 176,866 141,111 {46,366} 35,755
 Total expenditures 130,500 176,866 14111 {46,365) 35,755
Exgess (deficiency) of revenues
over expendinires 447 887 400,564 431,975 (38,323} 22415
Other Financing Sources (Uses):
Operating Transfers in 427,730 245,230 242,797 (182,500 (2433)
Operating Transfers oul {236,536) {142,500} (141,081} 94,036 1,419
Total other financing sources and uses 191,194 102,730 101,716 (88,464) {1,014}
Net change in fund balances 639,081 512,294 533,605 (126,787} 21,401

Fand balances:
July 1, 2010

June 30, 2011

],020‘928

S s

The notes 10 the required supplemenial information are an integral part of this statement.
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Budgetary Comparison Schedule
Sixteenth Section Principal Fund
For the Year Ended Jure 30, 2011

Revenues:
Local
Sixteznth section sources
Tolal revenues

Brpenditures:
Sixteenth section
Total expenditures

Excess (deficiency) of revenues
over expenditures

Other Financing Seurces (Uses):
Opemating Transfers in
Operating Transfers out
Total other financing sources and uses

Net change in fond balances

Fund balances:
July 1,200

June 30, 2011

Vartances
Positive {Nzgative)
Budgeted Amounts Actoal Original Final
Original Final (GAAP Basis) to Final 10 Actlual
- % -3 101,865 $ 101,869
544,274 496,784 387,695 {47,490) (109,089
544,274 406,784 489,564 {47,490) (7.2200
252,580 178,600 174,745 73,980 3,455
252,580 178,600 174,745 73,980 3,855
291,694 318,184 314,819 26,490 (3,363
99,420 123,000 122,090 23,580 ©10) .
{290,614) (225410) (223,488) 65,204 1922
{191,194) (102410 {101,398) 88,784 1,012
100,500 215,774 213,421 115,274 {2,353)
8,253,259
S 8466680

The noes 10 the reguired supplemental information are an integral part of this statement.
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MARION COUNTY SCHOOL DISTRICT
Notes Lo the Required Supplemental Informaiion
For the Year Ended june 30, 201 1

Basis of Presentation.

The Budgetary Comparison Schedule presents the original legally adopied budget, the final legally
adopted budget, the aciual dala on the GAAP basis, variances between the original budget and the final
budget, and variances between the final budgel and the actval data.

Budget Amendments and Revisions.

The budgel is adopted by the school board and filed with the laxing 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™ of each year. A budgelary comparison is presented for the general fund and each
major special revenue fund consistenc with accounting principles generally accepted in the United
Siates of Ametica.
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Marion County School Distoct
Schedule of Expenditure of Federal Awards
For the Year Ending June 30, 2011

Federal Grantor/

Catalog of

Pass-though Grantor/ Federal Domestic Federal
Program Title Assistance Number  Expenditures
U. S Trepartment of Agriculture
Passed-through Mississippi Department of Education:
Child nutrition cluster:
School breakfast program 10.553 ¥ 394,137
National school lunch program 10,535 919,233
Total U. S. Department of Agriculture = 1,313,370
Feder! Communications Commission
Administered through the Universal Service Administration Company
Communications Information and Assistance and
Investigation of Complaints 32.001 96.955
Total Federal Communications Commission 96,955
U. 8. Depantment of Education
Passed-through Mississippi Department of Education:
Carcer and Technical education - basic grants to siates 84.048 67,770
Safe and drug-free schoots and communities - statle granis 84.186 3,345
Rural cducation 84358 77,518
Improving teacher quality s1ate prants 84.367 303,326
Schoolimprovement grants 84.377 133,057
Education jobs fund 84.410 533,605
1,119,221
Title T, Part A Cluster;
Title I-grants to local educational agencics 84.010 1,395,498
ARRA Tille I - Part A 84.389 186,152
Total 1,581,650
Educational Technology State Grants Cluster
Education technology state grants 84.318 1B, 418
ARRA Title H-D-compeltitive grant 84.386 253,314
Tolal 441,732
State Fiscal Stabilization Fund Cluster:
ARRA State Fizcal Siabilization 84.304 714,579
Tolal 714,579
Special education cluster:
Special education-grunis Lo slates 284,027 258,204
Special education-preschool grants 84.173 12,858
ARRA TDEA, Part B 24.391 570,313
ARRA TDEA, Preschook 84,302 29 860
Total 871,235
Tolal passed-through Mississippi Department of Education 4,728417
Total U5, Department of Education 4728417
U. 8. Depantment of Health and Human Services
Passed-through Mississippi Depaniment of Health and Human Services
Medical assistance program g3.778 49,257
Total U. §. Department of Health and FHluman Services 40,257
Total for All Federal Awards 5 6,187,999

NOTES TO SCHEDULE;

This schedule was prepared using the same basjs of accounting and the same significant
accounting policies, as applicable used for the financial statements.

The expenditure amounts include transfers out.

The pass-through entities did not assign identifying numbers to the school district,
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Marion County School Distcict
Schedule of Instructional, Administrative and Other Expenditures - Governmental Funds
For the Year Ended June 30, 201)

Instruction
and Other
Studenl
Instructional CGeneral School
Expenditures Total Bxpenditures  Administration  Administration Other
Salanes and fringe benefils S 15537288 5 11829079 § 611,159 % 118185 § 1978865
Other 6,456,170 2,252,271 124,682 25,545 4,053,666
Total § 21,993.458 14,081,356 735,841 1,143,730 6,032,531
Total number of students * 2,307
Cost per student b 9,533 6,104 319 496 2,615
NOTES TO SCHEDULE

1. Instruction and QOther Student Instrucuonal Expenditures - inclodes the activities dealing directly
with the interaction between teachers and students. Included here are the activities of teachers,
ieachers aides or classroomassistants of any type.

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

3. School Administration - includes expendilures for the following function: Supporn Services - School
Administration.

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

* Tolal nurber of students - the ADA report submission for month 9, which is the final submission for the school year.
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Marien County School District

Statement of Revenues, Expenditures, and Changes in Fund Balances

General Fund
Last Four Years Comparison

Resenues:
Local sources
[mmediate sources
Siate sources
Federal sources
Total revenues

Expenditures:
Instruction
Support services
Facilities acquisition and construction
Debt Service:
Principal
Interest
Other
Total expenditures
Excess (deficiency) of revenues
over expenditures

Other Financing Sources (Uses):
Proceeds of loans
Insurance loss recoveries
Sale of transponation equipment
Sale of other property
Operating transfers in
Operating iransfers out
Other financing sources
Total Other Financing Sources (uses}

Net Change in Tund Balances

Fund balances:

Beginning Balance, as originally reported

Prior period adj, & reclassifications

Beginning Balance, as restated

Ending balance

*SOURCE - PRIOR YEAR AUDIT REPORTS

2011 2010* 2006+ 2008*
$ 3324678 0§ 3477374 0§ 3031083 § 2048144
- - 9,000
10,901,828 11,342,057 12,737,455 12,772,097
151,990 187,342 265,597 292,378
14,378,496 15,006,773 16,034,135 16,021,619
6,785,983 8,463,152 9,617,457 0,213,188
5,181,704 3,789,743 6,570,367 5,827,467
181,978 1,120,047 51,407 846,544
236,758 223,024 209,983 197,649
220,080 239,788 258,504 278,717
350 - -
12,606,503 15,836,104 16,707,718 16,363,965
1,771,993 (829.331) (673,583)  (342,346)
325,166 189,339 - -
74,111 - 5,992 6,313
- 19,514
- - - 1,247
93,936 2,350,441 1,968,070 1,222,184
(456,739) (954,934) {1,112,133) (1,081,300)
{8,615) - - -
26,859 1,584,846 861,929 167,958
1,798,852 755515 188,346 (174,388)
(382,983) (1,138.600) {1,315,742) (1.141,354)
102 (11,204) -
(382,983) (1,138,498} {1,326,946) {1,141,354)
$ 1415869 § (382983 § (LI138,600) & (1.315742)
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Marion County School District

Statement of Revenues, Expenditures, and Changes in Fund Balances

All Governmental Funds
Last Four Years Comparison

Revenues:
Local sources
Intermediate sources
State sources
Fedesal sources
Sixteenth section sources
Total revenues

Expenditures:
Ins truction
Support services
Non-instructional services
Sixdeenth section
Facilities acquisition and construction
Debt Service:
Principal
Interest
Other
Total expenditures
Excess (deficiency) of revenues
over expenditures

Other Financing Sources (Uses):
Proceeds of loans
Procceds of refunding bonds
Insurance loss recovenes
Sale of transpertation equipment
Sale of other property
Opersting transfers in
Operating transfers out
Payment 1o refunded bond escrow agent
Other financing sources
Total Cther Financing Sources (uses)

Fund balances:
Beginning Balance, as originally reported
Prior period adj. & reclassifications
Beginning Balance, as restated

Increase (decrease) in reserve for inventory

Ending Balance

*SOURCE - PRIOR YEAR AUDIT REPORTS

2011 2010* 2000% 2008*
$ 4574057 & 5198332 % 4673136 5 4500458
- - 9,000
12,443,900 12,516,835 14,305,585 13,882,023
6,210,655 4,961,158 3,669,909 3,546,454
1,031,065 859,345 1,759,944 1,335,824
24,289,677 23,535,670 24,408,574 23,273,759
11,412,623 12,781,595 13,038,716 12,028,101
7,378,754 7417177 8,045,770 7,268,039
1,455,949 1,538,463 1645811 1,534,540
402,819 305,503 1,010,234 857,751
181,978 1,120,047 51,407 846,944
764,108 524,024 884.498 725,805
396,227 421,423 486,806 500069
1,000 1,350 275 720
21,993,458 24,109,582 25,164,517 23,761,969
2,296,219 (573,912) (755,943} {488,210)
325,166 189,339 1,120,000 -
- - 3,408,000 -
74,111 - 5,992 6,313
- 19,514
- - - 1,247
3,163,411 3,906,488 4,042,736 3,164,511
(1,163,411) (3,906,488) {4,042,736) (3,164,511)
- - (3,300,000) -
(9,615) - - -
389,662 189,339 1,233,992 27,074
2,685,881 {384,573} 478,049 (461,136)
9,814,811 10,197,548 9,728,817 10,204,343
- 102 (11,204) -
9,814,811 13,197,650 9,717,613 10,204,343
5,353 1,734 1,886 {14,390)
$ 12,506,045 $ 9814811 § 10,197,548 9,728,817
62
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REPORTS ON INTERNAL CONTROL AND COMPLIANCE
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Nieman & Associates, PC

o
The CPA. Never Underestimate Tne Value.

CERTIFIED PUBLIC ACCOUNTANT AICPA/MSCPA

INDEPENDENT AUDITOR'S REPORT
ON INTERNAL CONTROQL OVER FINANCIAL REPORTING
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT
OF THE FINANCIAL STATEMENTS PERFORMED TN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS

January 12, 2012
Superintendent and School Board
Marion Clounty Schoo! District

We have audited the financial statements of the governmental acivities, each major fund and the
aggregate remaining fund information of the Marion County School District as of and for the year ended
June 30, 2011, which collectively comprise Marion County School District’s basic financial statements and
have issued our report thereon dated January 12, 2012. We conducted our audit in accordance with auditing
standards generally accepted in the United States of America and the standards applicable 1o financial
audits contained in Goverrunent Auditing Standards, issued by the Compiroller General of the United
States.

Internal Control Over Financial Reporting

Management of the school district is responsible for establishing and maintaining effective internal
controt over financial reporting. In planning and performing our audit, we considered the school disirict’s
internal contrel over financial reporting as a basis for designing our auditing procedures for the purpose of
expressing our opinion on the financial statements, but not for the purpose of expressing an opinion on the
effectiveness of the school diswict’s intemmal conwrol over financial reporting. Accordingly, we do not
¢xpress an opinion on the effectiveness of the school districl’s internal control over financial reporting.

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

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

As part of obtaining reasonable assurance about whether the school district's financial statements are
free of material misstatemnent, we performed lesis of ils compliance with certain provisions of laws,
regulations, contracls and grant agreements, noncompliance with which could have a direct and material
effect on the determination of financial statement amounts. However, providing an opinion on compliance
with those provisions was not an objective of our audil and, accordingly, we do not express such an
opinion. The results of our lests disclosed no instances of noncompliance or other matters that are reguired
lo be reported under Government Auditing Standards.

However, we noted a certain immaterial insiance of noncompliance or other matter that we have
reporled 10 management of the school district in a separate letter dated January 12, 2012, which is included
in this report.

This report is intended solely for the information and use of the schoo! board and management, entities
with accreditation overview, and federal awarding agencies and pass-through entities and is not intended 1o
be and should not be used by anyone olher than these specified parties. However, this report is a matter of
public record and its distribution is not limited.

Sincerely,

D. Scoll Nieman, CPA
Nieman & Associales, PC
McComb, Mississippi
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CERTIFIED PUBLIC ACCOUNTANT AICPA/MSCPA

INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE WITH
REQUIREMENTS THAT COULD HAVE A DIRECT AND MATERIAL
LE1PECT ON EACH MAJOR FEDERAL PROGRAM AND INTERNAL CONTROL
OVER COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133

January 12, 2012

Superintendent and School Board
Marion County School District

Compliance

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

We conducled our audit of compliance in accordance with auditing standards generally accepted in the
United States of America; the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the Uniled States; and OMB Circular A-133, Audirs of
States, Local Governments, and Non-Profit Organizations, Those standards and OMB Circular A-133
require that we plan and perform the audil to obtain reasonable assurance about whether noncompliance
with the types of compliance requirements referred to above that could have a direct and material effect on
a major federal program occurred. An audit includes examining, on a test basis, evidence aboul the school
district's compliance wilh those requirements and performing such other procedures as we considered
necessary in the circumslances. We believe that our audit provides a reasonable basis for our opinjon. Our
audit does nol provide a legal determination on the school district's compliance with those requirements.

In our opinion, Marion County School District complied, in all malerial respects, with the requirements
referred to above that are applicable 1o each of its major federal programs for the year ended June 30, 2011.

Internal Control Over Compliance

The management of the Marion County School District is responsible for establishing and mainlaining
effective internal control over compliance with requirements of laws, regulations, conlracts and granls
applicable to federal programs. In planning and performing cur audit, we considered the school district's
internal contro) over compliance with requirements that could have a direct and material effect on a major
federal program in order to determine our auditing procedures for the purpose of expressing our opinion on
compliance, but not for the purpose of expressing an opinion on the effectiveness of internal control over
compliance. Accordingly, we do not express an opinion on the effectiveness of the school district’s inlemnal
control over compliance.
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A deficiency in internal control over compliance cxists when the design or operation of a control over
compliance does not allow management or employees, in the normal course of performing their assigned
functions, 10 prevent or detect and correcl, noncompliance with a type of compliance requirement of a
federal program on a timely basis. A material weakness In internal conirel over compliance is a
deficiency, or combination of deficiencies, in internal conirol over compliance, such that there is a
rcasonable possibility that material noncompliance with a type of compliance requirement of a federal
program will not be prevented, or detected and corrected, on a timely basis.

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

This repont is intended solely for the information and use of the school board and management, others
within the entity, entities wilh 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 specified parties.
However, this report is a matter of public record and ils distribution is not limited.

Sincerely,

DRt

D. Scott Nieman, CPA
Nieman & Associates, PC
McComb, Mississippi
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MARION COUNTY SCHOOL DISTRICT

INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE WITH
STATELAWS AND REGULATIONS
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Nieman & Associates, PC

CERTIFIED PUBLIC ACCOUNTANT AICPA/MSCPA

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

January 12, 2012

Superiniendent and School Board
Marien County School District

We have audited the financial statements of the governmental activities, each major fund and the
aggregate remaining fund information of the Marion County Schocl District as of and for the year ended
June 30Q, 2011, which collectively comprise Marion County School District’s basic tinancial stalements and
have issued our report thereon dated January 12, 2012, We conducted our audit in accordance with
auditing standards generally accepted in the United States of America and the standards applicable to
firancial audits contained in Government Auditing Standards, issued by Comptroller General of the United
States.

Section 37-9-18(3)(a), Miss. Code Ann, (1972), states in parl, “the auditor shall iest to insure that the
school district is complying with the requirements of Section 37-61-33(3)(a)(iii), Miss. Code Ann. (1572),
relating to classroom supply funds.” As required by the state legal compliance audit program preseribed by
the Office of the State Auditor, we have also performed procedures to test compliance with certain other
state laws and regulalions. However, providing an opinion on compliance with all siale laws and
regulalions was not an objective of our audit and, accordingly, we do not cxpress such an opinion.

The results of our procedures performed 10 1esl compliance with the requirements of Section 37-61-
33(3)(a)(iii), Miss Code Ann. (1972), disclosed no insiances of noncompliance. "The district reported
$5.245 of classroom supply funds carried over from previous years,

Section 37-9-18(3)(b), Miss. Code Ann. (1972), states in parl, “the audiior shall test 1o insure correct
and appropriate coding at the function level. The audit must include a repert showing the correct and
appropriate functional level expenditure codes in expenditures by the school district.”

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

As required by the state legal compliance audit program prescribed by the Office of the State Auditor,
we have also performed procedures to test compliance with certain other state laws and regulations.
However, providing an opinion on compliance with all state laws and regulations was not an objective of
our audil 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. Qur finding and recommendaltion and your response are as follows:
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1. Finding

Section 29-3-57, Miss. Code Ann. (1972), states, “The superintendent of education shall keep a
current docket as to expiration dates of all leases of sixteenth section land..... Upon a sixty (60)
day default in payment of any rentals accerding to the terms of such lease, the lease shall be
declared terminated unless the board of education finds extenvating circumstances were present
and the board shall inaugurate the proper legal proceedings to terminate such leases.”

As reporled in the prior years’ audil report and during our review of sixteenth section leases, we
noted untimely lease payments as outlined below:

1. Two instances of Jease payments being made sixty days past the due date,
2. Four instances of lease payments not for the amount owed (partial payments).
3. Two instances of the lessee not making the lease payment.

Inadequate enforcement of the laws concerning sixtcenth seclion leases resulted in thig
noncompliance.

Noncompliance with Section 29-3-57, Miss. Code Ann. (1972), could result in the disirict not
receiving rental income for the use of sixieenth section lands and forfeiture of any interest that the
district could have earned.

Recommendation

We recommend Lhat the district sirengthen its control of sixteenth section leases and comply with
Section 29-3-57, Miss. Code Ann, (1972).

Response

The District will strengthen its controls of sixteenth section leases and comply with Section 29-3-
57, MS Code Ann. (1972). As a result of continuous audit findings in this area, the District will be
changing the personnel that handles sixteenth section leases effective July 1, 2011.

The Office of the State Auditor or a public accounting firm will review, on the subsequent year’s audit
engagement, the findings in this reporl (o insure that correclive action has been taken.

The Marion County School District’s response 1o the finding inciuded in this report was noi audited
and, accordingly, we express no opinion o il.

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

Sincerely,
D. Scolt Nieman, CPA

Nieman & Associales, PC
McComb, Mississippi
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MARION COUNTY SCHOOL DISTRICT

Schedule of Findings and Queslioned Costs
For the Year Ended June 30, 2011

Section 1: Summary of Auditor’s Results

Financial Statements
I Type of Auditor's repornt issued on the financial statements:

2 Material noncompliance relating 10 the financial statements ?

3 Internal control over financial reporting:
a.  Materal weaknesses identified?
b.  Significant deficiencies identified that are not considered 10 be material
wecaknesses 7

Federal Awards:
4 Type of auditors report issued on compliance for major federal programns;

5 Internal control over major programs:
a.  Matenal weakness jdentified?
b.  Significant deficiency identified that is not considered to be material
weakness ?

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

7 Federal programs identified as major prograims

a. Child Nutrition Clusier:
School breakfast program
National school lunch program
b. Improving teacher quality state grants
¢. BEducation jobs fund
d. Educational Technology State Grants Cluster:
Education technology state grants
ARRA Title N-D-competitive grant
¢. State Fiscal Stabilization Fund Cluster:
ARRA State Fiscal Stabilization
f. Special Education Cluster:
Special cducation-grants 1o states
Special education-prescheol grants
ARRA IDEA, Part B
ARRA [DEA, Preschool

8 The dollar threshold used to distinguish between type A and type B programs:
9  Auditee qualified as low-risk auditee?

I3 Prior fiscal year audit Ainding(s) and questioned cosi relative to federal awards
which would require the auditee to prepare a summary schedule of prior audit
findings as discussed in Section ___.315(b) of OMB Circular A-1337

Section 2: Financial Statement Findings:

The results of our tests did not disclose any findings related to the financial statements that are required to be

reported by the Government Audit Standards.

Section 3: Federal Award Findings and Questioned Cosls

Unqualified

No

No

None reported

Unqualified

No

None reported

CEDA #10.553
CFDA #10,355
CFDA #84.307
CFDA #84.410

CEDA #84.318
CFDA #84.386

CFDA #84.394

CEDA. #84.027
CEDA #84.173
CEDA #84.391
CFDA #84.392

No

$ 300,000

The results of our tests did not disclose any indings and questioned costs related (o the federal awards.
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