The following document was not prepared by the Office of the State Auditor, but was
prepared by and submitted to the Office of the State Auditor by a private CPA firm. The
document was placed on this web page as it was submitted. The Office of the State
Auditor assumes no responsibility for its content or for any errors located in the
document. Any questions of accuracy or authenticity concerning this document should
be submitted to the CPA firm that prepared the document. The name and address of the
CPA firm appears in the document.






PASCAGOULA SCHOOL DISTRICT

Audited Financial Statements
For the Year Ended June 30, 2011



PASCAGOULA SCHOOL DISTRICT
TABLE OF CONTENTS
FINANCIAL AUDIT REPORT... SEOPOTOPRRORR |
Independent Auditor’s Rep0r1 on the Basw Fmanmal Statemenls and Supplememal Informatlon ....................... 3
MANAGEMENT’S DISCUSSION AND ANALYSIS oo sttt sttt st sts s eaeene D

STAtEMENE OF Nl A BSOS ottt et s oo a e e eaeeae et e eeeebeaesae s esaesateoa b ea e e ene e e asaens enereresann 17
SHALEMENE OF ACHVIIES ...ecvis ittt et ettt ettt sr s ree bt et e b e et ebe et st st et et sbesae st ot eob et s ebesbes et atesbereransee 18
Balance Sheet — GovernmMEnTal FUNUS....... .o ettt et e e s e e ar e se st b et b ensbenesere e 19
Reconciliation of Governmental Funds Balance Sheet to the Statement of Net ASSCts......oovvvvececee e eciveven 0 20
Statement of Revenues, Expenditures and Changes in Fund Balances.............ooeociin e 21
Reconciliation of the Governmental Funds Statement of Revenues, Expenditures and Changes in Fund
Balances 10 the Statement of ACUVILIES ... ..ot ettt e e st st e et ean e 22
Statement of Fiduciary Assets and Liabilities. ... e en e e e 2
Notes to 1the FINanCial STALEMENTS. ....oc.o. oo et e sttt es e e eee et et eae s saeesbe st s daen e eeeeeeeae e seetananas 24
REQUIRED SUPPLEMENTAL INFORMATION ...ttt s e e e sh s et b 39
Budgetary Comparison Schedule — General Fund ...
Budgetary Comparison Schedule - FEMA/MEMA Fund...........ccooiiii et st 42
MNotes to the Required Supplemental Information................m e 43
SUPPLEMENTAL INFORMATION... PP VU UPSNSPTRURPROPRPRPRRE -
Schedule of Expenditures ofFederaI Awards SOTPRPRSPRUURIPR: I
Schedule of Insiructional, Administrative and Other Expendlrures - Govemmental Funds ................................. 47
OTHER SUPPLEMENTAL INFORMATION . ...ttt ettt ste et ete s et a s res s as e a2 anen se es e amaen saes st e st rpeenes 48
Statement of Revenues, Expendinures and Changes in Fund Balances — General Fund, Last
F T Y @AS... .. vteiiisesieeeeeeee e eectesae e et s e e see2aea so sees e em s es s es oo s ek e 12 2Ee s 1e s 2m e neaer b e g eEpes e emtes e e e enee sen et 49
Statement of Revenues, Expenditures and Changes in Fund Balances - All Governmental Funds, Last
B U Y AT .. . cveeiueseiseeeeteeeteeerteesteees e essa oo s eetseesbea sbes sbas sassasees em SEee st beambanabe e ebeeataeeaR e geR e reta et ebanet e etaeeteeaes 50
REPORTS ON INTERNAL CONTROLS AND COMPLIANCE ..ottt sb s e e e ees senne e 51

[ndependent Auditor’s Report on Internal Control aver Financial Reporting and on Compliance

and Other Matters Based on an Audit of the Financial Statements Performed in Accordance

with Government Auditing StaRAArAS. ... e e 53
Independent Auditor’s Report on Compliance with Requirements That Could Have a Direct and Material

Effect on Each Major Program and Internal Centrol over Compliance in Accordance with

OMB CIrCULAT A= 133 ottt et reete e e e e eaesetb et e st ehe bt e es e eaes seeeaeentaneanre st neerbeae e e 55

TNDEPENDENT AUDITOR’S REPORT ON COMPLIANCE WITH STATE LAWS AND REGULATIONS.............. 57

SCHEDULE OF FINDINGS AND QUESTIONED COSTS. ... oottt e et s e 60



PASCAGOULA SCHOOL DISTRICT

(This page left blank intentionaliy})



PASCAGOULA SCHOOL DISTRICT

FINANCIAL AUDIT REPORT



PASCAGQULA SCHOOL DISTRICT

(This page left blank intenticnally)



Jack A. Oppie, CPA
C.Scott Rankin, CPA

Wo]fe ‘McDuft 3 Oppie Ll i, oA

K. Jessica Mavromil 'CP
CERTIFIED PUBLIC ACCOUNTANTS Joan] et G (192 2009
GmmB.McDuH;CPA(REtired]

(A Professional Association)

3103 Pascagoula Street - Pascagoula, MS 39567 - Phone: 228-762-6343 - Fax: 228-762-4498 - www.wmocpas.com

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

Superintendent and Schaol Beard
Pascagoula School District

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

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

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

In accordance with Government Auditing Standards, we have also issued our report dated October 25, 2011, on our
consideration of the Pascagoula School District’s intemal control over financial reporting and on our tests of its compliance
with certain provisions of laws, regulaticns, contracts and grant agreements and other matters. The purpose of that report is to
describe the scope of our testing of intermal control aver financial reporting and compliance and the results of that testing, and
not to provide an opinion on internal control over financial reporting or on compliance. That report is an integral part of an
audit performed in accordance with Government Auditing Standards and should be considered in assessing the results of our
audit.

Accounting principles generally accepted in the United States of America require that the management’s discussion and analysis
and budgetary comparison information be presented (o 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 operaticnal, economic, or
historical context. We have applied certain limited procedures to the required supplemental information in accordance with
auditing standards generally accepted in the United 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
inguiries, the basic financial statements, and other knowledge we obtained during our audit of the basic financial statements.
We do not express an opinion or provide any assurance on the information because the limited procedures do not provide us
with sufficient evidence 1o express an opinion or provide any assurance.

Membership in:

American Institute of Certificd Public Accountants = Mississippi Society of Certificd Public Accountants * AICPA Private Companics Practice Section
AICPA Governmental Audit Qualicy Center = AICPA Center for Audit Guality * ATCPA Employee Benefit Plan Audit Quality Center

(CPA)

Amarea Caants on CPAs



Independent Auditor’s Report on the Basic Financial Statements
and Supplemental Information
Page 2

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

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

Waj{'}e f/U[Dwfw{% O’pm

Pascagoula, Mississippi
October 25, 2011
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PASCAGOULA SCHOOL DISTRICT
MANAGEMENT'S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JUNE 30, 2011

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

FINANCIAL HIGHLIGHTS

) Total net assets for 2011 increased $4,596,654, including a prior period adjustment of $(96,971), which represents
6.0% increase from fiscal year 2010. Total net assets for 2010 increased $2,212,790, which represents a 3.0%
increase from [iscal year 2009, The current year increase is primarily due to debt forgiveness.

. General revenues amounted to $63,438.201 and $66,735,071, or 77.9% and 82.0% 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 $17,963,766, or 22.1% of total revenues for 2011, and $14,696,779, or 18.0% of total
revenues for 20190.

. The District had $80,630,996 and $81,571,564 in expenses for fiscal years 2011 and 2010; only $17,963,766 for 2011
and $14,696,779 for 2010 of these expenses was offset by program specific charges for services, grants and
contributions. General revenues of $63,438,201 for 2011 and $66,735,07] for 2010 were adequate to provide for
these programs.

. Among major funds, the General Fund had $59,048,157 in revenues and $56,092,406 in expenditures for 2011, and
$60,854,457 in revenues and $61,135,214 in expenditures in 2010. The General Fund’s fund balance decreased by
$1,795,947 from 2010 to 2011, and decreased by $4,639,504 from 2009 to 2010 including a prior period adjustment
0f$169,804,

. Capital assets, net of accumulated depreciation, increased by $782,893 for 2011 and decreased by $251,528 for 2010,
The increase for 2011 was due to the addition of improvements to buildings and increased construction in progress.

. Long-term debt decreased by $3,680,893 for 2011 and decreased by $932,765 for 2010. This decrease was due to the
principal payments on outstanding long-term debt and debt forgiveness. The liability for compensated
absences increased by $29,107 for 2011 and increased by $2,235 for 2010,

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis serves as an introduction te the District’s basic financial statements, which include govermment-
wide financial statements, fund financial statements, and netes to the financial statements. This report &lso contains required
supplemental information, supplemental information, and other information.

Government-wide Financial Statements.

The government-wide financial statements are designed to provide the reader with a broad overview of the District’s finances.
These statements consist of the Statement of Net 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 regardless of when cash is received or paid.

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



PASCAGOULA SCHOOL DISTRICT
MANAGEMENT'S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JUNE 30, 2011

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

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

Fund Financial Statements.

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

Governmental funds. Most of the District’s general activities are reported in its governmental funds.
Governmental funds are used 10 account for essentially the same functions reported as governmental activities in
the government-wide financial statements. However, governmental funds are accounted for using the modified
accrual basis of accounting and the flow of current financial resources measurement focus. The approach focuses
on ncar-term inflows and outflows of spendable resources, as well as balances of spendable resources available at
year end. The govemmental fund statemenis provide a detailed view of the District’s near-term financing
requirements.

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

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

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

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

The financial statements include two schedules that reconcile the amounts reported on the governmental funds financial
statements (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 activities are not reported on governmental funds financial statements.

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

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

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

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

Required Supplemental Information
In addition 10 the basic financial statements and accompanying notes, this report also presents budgetary comparison schedules
as required supplemental information. The District adepts an annual operating budget for all governmental funds. A budgetary

comparison schedule has been provided for the General Fund and each additional major special revenue fund as required by the
Governmental Accounting Standards Board.

Supplemental Information

Additionally, a Schedule of Expenditures of Federal Awards as required by OMB Circular A-133 and a Schedule of
Tnstructional, 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 Statement of Revenues, Expenditures and Changes in Fund Balances—All
Governmental Funds, Last Four Years, is presented for purposes of additional analysis as required by the Mississippi
Department of Education.

GOVERNMENT-WIDE FINANCIAL ANALYSIS

Net assets. Net assets may serve over lime as a useful indicator of government’s financial position. In the case of the District,
assets exceeded liabilities by $81,155,722 as of June 30, 2011.

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



PASCAGOULA SCHOOL DISTRICT
MANAGEMENT'S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JUNE 30, 2011

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

Table |
Condensed Statement of Net Assets
Percentage
June 30, 2011 June 30, 2010 Change
Current assets 47,192,287 § 45,991,880 2.6] %
Restricted assets 1,558,644 1,498,412 4.02 %
Capital assets, net 45.919.931 45,137,058 1.73 %
Total asscts 94,670,862 92,627,330 2.21 %
Current liabilities 3,435,150 7,203,229 (52.3)%
Long-term debt cutstanding 10.079.990 13,760,883 (26.75)%
Total liabilities 13,515,140 20,964,112 (35.53)%
Net assets:
Investied in capital assets,net of
related debt 36,514,931 34,022,038 733 %
Restricted 28,321,387 16,676,066 69.83 %
Unrestricted 16,319,404 25,860,964 (36.90)%
Total nef assets 81,155,722 § 76.559.068 6.00 %%

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

. Increase in net capita? assets in the amount of $782,893.
) The principal retirement of $1,710,000 of long-term debt,
s Debt forgiveness of $3,922,654

Changes in net assets. The District’s total revenues for the fiscal years ended June 30, 2011 and June 30, 2010 were
$85,324,621 and $81,431,850, respectively. The total cost of all programs and services was $80,630,996 for 2011 and
$81,571,564 for 2010. Table 2 presents a summary of the changes in net assets for the fiscal years ended June 30, 2011 and
June 30, 2010,
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Table 2 presents a summary of the changes in net assets for the fiscal years ended June 30, 2011 and June 30, 2010.

Revenues:
Program revenues:
Charges for services
Operating grants and contributions
General revenues:
Property taxes
Grants and contributions not restricted
Investment earnings
Sixteenth section sources
Other
Total revenues
Expenses:
Insiruction
Support services
Non-instructional
Interest and other expense on long-term liabilities
Total expenses
Increase (Decrease) in net assets
Special item
Increase (Decrease) in net assets
Net Assets, July 1, as originally reported
Prior Period Adjustment
Net Assets, July 1, as restated

Table 2
Changes in Net Assets
Year Ended Year Ended Percentage
June 30, 2011 June 30, 2010 Change
$ 1,428,933 § 1,501,325 (4.82)%%
16,534,833 13,195,454 2531 %
33,751,693 34,737,096 (2.84)%
29429276 31,638,041 (6.98)%
216,128 345,078 (37.37)%
5,630 7,013 (19.72)%
35474 7,843 35230 %
81,401,967 81,431,850 (0.04)%
46,133,866 43,248,720 667 %
30,178,288 34,107,051 (11.52)%
3,934,467 3,711,851 6.00 %
384,375 503.942 (23.73)%
80,630,996 81,571,564 (1.15)%
770,971 (139.714) (651.82)%
3,922,654 - N/A
4,693,625 (139.714) (651.82)%
76,559,068 74,346,278 2.98 %
(96,971) 2,352,504 (104.12)%
76,462,097 76,698,782 (0.31)%
h) 81,155,722 % 76,559,068 6.00 %

Net Asscts, June 30

Governmental activities. The following table presents the cost of five major District functional activities: instruction, support
services, non-instructional, sixteenth section, and interest on long-term debt. The table also shows each functional activity's ne1
cost {total cost less charges for services generated by the activities and intergovernmental aid provided for specific programs).
The net cost presents the financial burden that was placed on the State and District’s taxpayers by each of these functions.

Table 3
Net Cost of Governmental Activities
Total Expenses Percentage
2011 2010 Change
Instruction 5 46,133,866 § 43,248,720 6.67 %
Support services 30,178,288 34,107,051 (11.52Y%
Non-instructional 3,934 467 3,711,851 6.00 %
Interest on long-term liabilities 384,375 503.942 (23.73Y%
Total expenses 3 80,630,996 § 81,571,564 (1.15)%
Net (Expense) Revenue Percentage
2011 2010 Change
Instruction $ (32,897,005 § (33,107,814) {0.64)%
Support services (30,178,288) {34,107,051) (11.52)%
Non-instructional 792,438 844,022 {6.11)%
Interest on long-term liabilities (3184.375) (503,942) (23.73)%
Total net (expense) revenue h (62,667,230) § (66,874,785) (6.29)%




PASCAGOULA SCHOOL DISTRICT
MANAGEMENT'S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JUNE 30, 2011

. Net cost of govemmental activities ($62,667,23¢ for 2011 and $66,874,785 for 2010) was financed by general
revenue, which is primarily made up of property taxes (833,751,693 for 201 | and $34,737,096 for 2010) and state and
federal revenues ($29,063,837 for 2011 and $31,053,589 for 2010). 1In addition, there was $5,630 and $7,013 in
Sixteenth Section sources for 2011 and 2010, respectively.

. Investment earnings amounted to $216,128 for 2011 and $345,078 for 2010.

FINANCIAL ANALYSIS OF THE DISTRICT'S FUNDS

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

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

The financial performance of the District as a whole is reflected in its governmental funds. As the District completed the year,
its governmental funds reported a combined fund balance of $39,029,637, a decrease of $1,619,666, which includes a prior
peried adjustment of $(96,971) and a decrease in reserve for inventory of $17,013. $10,599,058 or 27.2% of the fund balance
is unassigned, which represents the residual classification for the general fund’s fund balance that has not been assigned to other
funds and that has not been restricted, committed, or assigned to specific purposes within the general fund. The remaining fund
balance of $28,430,572 ar 72.8% is either nonspendable, restricted or committed to indicate that it is not available for spending
except only for the purposes to whiclh it js restricted, committed or assigned.

The General Fund is the principal operating fund of the District. The decrease in fund balance in the General Fund for the
fiscal year was $1,795,947. The fund balance of Other Governmental Funds showed a decrease in the amount of $4,024,598,
which includes a decrease in reserve for inventory of $17,013. The increase {decrease) in the fund balances for the other major
funds were as follows:

Majer Fund Increase { Decrease)
FEMA/MEMA Grant Fund $ (1,186,376)
Future Capital Project Fund $ 3,947,199
Three Mill Note Ret. $ 1,440,056

BUDGETARY HIGHLIGHTS

During the year, the District revised the annual operating budget. Budget revisions were made 1o address and correct the
original budgets to reflect more accurately the sources and uses of funding for the Schocel District.

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

CAPITAL ASSETS AND DEBT ADMINISTRATION

Capital Assets. As of June 30, 2011, the District’s total capital assets were $71,205,639, including land, school buildings,
building improvements, buses, other school vehicles, furniture and equipment, and any intangible assets. This amount
represents an increase of $2,386,206 from 2010. Total accumulated depreciation as of June 30, 2011, was $25,285,708, and
total depreciation expense for the year was $1,649,164, resulting in total net capital assets of $45,919,931.
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Table 4
Capital Assets, Net of Accumulated Depreciation
Percentage
June 30, 2011 June 30, 2010 Change
Land $ 2,140,042 § 2,140,042 - %
Construction in Progress 2,714,602 735,085 269.29 %
Buildings 36,746,798 37,763,908 (2.69)%
Improvements other than buildings 1,311,932 1,121,778 16.95 %
Mobile equipment 2,426,764 2,755,937 {11.94)%
Furniture and equipment 579.793 620,288 (6.53)%
Total s 45919931 § 45.137.038 1.73 %

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

Debt Administration. At June 30, 2011, the District had $10,079,990 in outstanding long-term debt, of which $2,449,990 is
due within one year. The liability for compensated absences increased $29.107 from the prior year,

The District maintains an AAA bond rating.

Table 5
Outstanding Long-Term Debt
Percentage
June 30, 2011 June 30,2010 Change
Limited obligation bonds payable 5 2,790,000 3,675,000 (24.08)%
Three mill notes payable 6,615,000 7,440,000 (11.09%
Shorifall notes payable - 2,000,000 (100.00)%
Compensated absences payable 674.990 645,883 451 %
Total b 10,079,990 $ 13.760.883 (26.75)%

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

CURRENT [SSUES

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

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

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

Enrollment for the 2010-2011 year decreased by 0.004% to 6,939 students.

CONTACTING THE DISTRICT’S FINANCIAL MANAGEMENT

1f you have questions about this report, contact the Superintendent’s Office of the Pascagoula School District, 1006 Communy
Avenue, Pascagoula, MS 39567,
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PASCAGOULA SCHOOL DISTRICT
Statement of Net Assets
June 30, 2011

Assets

Cash and cash equivalents

Due from other governments

Inventories

Prepaid items

Restricted assets

Capital assets, non-depreciable:
Land
Construction in progress

Capital assets, net of accumulated depreciation:

Buildings
Improvements other than buildings
Mobile equipment
Furniture and equipment
Total Assets

Liabilities
Accounts payable and accrued liabilities
[nterest payable on long-term liabilities
Long-term liabilities, due within one year:
Capital related liabilities
Non-capital related liabilities
Long-term liabilities, due beyond one year:
Capital related liabilities
Total Liabilities

Net Assets
Invested in capital assets, net of related debt
Restricted net assets:
Expendable:
School-based activities
Debt service
Capital improvements
Forestry improvements
Unemployment benefits
Non-expendable
Sixteenth section
Other
Unrestricted
Total Net Assets

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

Exhibit A

Governmental
Activities

37,868,018
9,003,211
99,714
221344
1,558,644

2,140,042
2,714,602

36,746,798
1,311,932
2,426,764

578,793

54,670,862

3,325,858
109,192

1,775,000
674,990

7,630,000

13.515.140

36,514,931

2,827,967
10,402,058
13,286,138

434,915
440,255

608,996
321,058
16,319,404

81155722




PASCAGOULA SCHOOL DISTRICT
Statement of Activities
For the Year Ended June 30, 2011

Exhibit B

Net (Expense)
Revenue and
Changes in Net

Program Revenues Assels
Charges for Operating Grants  Governmental
Functions/Programs Expenses Services and Contributions Activities
Governmental Activities:
Instruction $ 46,133,866 393,456 12,843,405 (32,897,005)
Support services 30,178,288 - - (30,178,288)
Non-instructional 3,934 467 1,035477 3,691,428 792,438
Interest on long-term liabilities 384,375 - - (384.375)
Total Governmental Activities $ 80.630.996 1,428,933 16.534.833 (62,667,230)
General Revenues:
Taxes:
General purpose levies 31,511,247
Debt purpoese levies 2,240,446
Unirestricted grants and contributions:
Local 365,439
State 27,044,339
Federal 2,019,498
Unrestricted investment eamnings 216,128
Sixteenth section sources 5,630
Other 35474
Total General Revenues 63438201

Special items

Total General Revenues and Special ltems

Change in Net Assets

Net Assets - Beginning, as originally reported
Prior Period Adjustments
Net Assets - Beginning, as restated

Net Assets - Ending

The notes to the financial statemnents are an integral part of this statement.
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3.922.654
67,360,855
4,693,625

76,559,068

(96 .971)
76,462,097
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PASCAGOULA SCHOOL DISTRICT Exhibit C
Balance Sheet - Government Funds
June 30, 2011

Major Funds
FEMA/ Future Three Mill Other Total
General MEMA Capital Note Ret Governmental Governmental
Fund Fund Projects Fund Fund Funds Funds
Assets
Cash and cash equivalents $ 16,590,031 760,754 7,401,880 6,808,374 6,915,975 38477014
Investments - - - - 949,648 949,648
Due from other governments 646,735 6,066,050 - 21,833 2,257,346 £.99] 964
Due from other funds 1,647,578 - 3,692,846 249,189 231,806 5,821,419
Inventories - - - - 99,714 09,714
Prepaid items 221,344 - - - - 221,344
Total assets $.19.105.688 6,826,804 11,094,726 7079396 10,454,489 54.561.103
Liabilities and Fund Balances
Liabilities:
Accounts payable and accrued liabilities § 733,484 773,311 - - 1,819,163 3,325,958
Due to other funds 2,137,486 - - - 3,672,686 5810172
Deferred revenue - 6,053.493 - - - 6,053,493
Uneamed revenue - - - - 341,843 341,843
Total Liabilities 2.870.970 6.826.804 - - 5.833.692 15,531,466
Fund Balances:
Nonspendable:
Inventory - - - - 99,714 99,714
Permanent fund principal - - - - 608,996 608,996
Prepaid items 221,344 - - - - 221,344
Restricted:
Debt service - - - 7,079,396 3,431,854 10,511,250
Capital projects - - - - 2,191,412 2,191,412
Forestry improvement purposes 203,343 - - - 231,572 434915
Unemployment benefits - - - - 440,255 440,255
Other purposes - 1,186,376 - - 1,233,764 2,420,140
Committed:
Capital improvements - - 11,094,726 - - 11,094,726
Other purposes - - - - 407,827 407,827
Unassigned 15,810,031 {1.186.376) - - (4,024 597) _10.599.058
Total Fund Balances 16,234,718 - 11.094.726 7,079,396 4,620,797 39.029.637
Total Liabilities and Fund Balances $.19.105.688 6,826,804 11,094,726 7.079.396 10,454 489 24,561,103

The notes to the financial statements are an integral part of this statement.
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PASCAGOULA SCHOOL DISTRICT
Reconciliation of Governmental Funds Balance Sheet to the Statement of Net Assets
June 30, 2011

Total Fund Balances - Governmental Funds
Amounts reported for governmental activities in the Statement of Net Assets are different because:

1. Capital assets are used in governmental activities and are not financial resources and
therefore are not reported in the funds, net of accumulated depreciation of $25,285,708

2. Certain other long-term assets are not available to pay current period expenditures and
therefore are not reported in the fund financial statements, but are reported in the
Statement of Net Assets.

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

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

Total net assets - governmental activilies

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

39,029,637

45,919,931

6,395,336

{(10,079,990)

(109.192)

81,155,722




PASCAGOULA SCHOOL DISTRICT

Statement of Revenues, Expenditures and Changes in Fund Balances

Governmental Funds
For the Year Ended June 30, 201])

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

Expenditures:
Instruction
Support services
Noninstructional services
Facilities acquisition and construction
Debt service:
Principal
Interest
Other
Total Expenditures

Excess (Deficiency) of Revenues
over {under) Expenditures

Other Financing Sources (Uses):
Insurance loss recoveries
Proceeds of loans
Sale of other property
Operating transfers in
Operating transfers out
Total Other Financing Scurces (Uses)

Net Change in Fund Balances

Fund Balances:

July 01, 2010, as originally reported
Prior period adjustments

July 01, 2010, as restated

(Decrease) in reserve for inventory

June 390, 2011

Major Funds

Exhibit D

The notes to the financial statements are an integral part of this statement.
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FEMA/ Future Three Mill Other Total
General MEMA Capital Note Ret.  Governmental Governmental
Fund Fund Projects Fund Fund Funds Funds

$ 32,325,997 2,121 53,604 2,283,834 1,112,514 35,778,070
26,271,147 - - - 2,329,440 28,600,587
451,013 113,652 - - 14,920,499 15,485,164

- - - - 3,186 3.186
59,048,157 115,773 53.604 2.283.834 18,365,639 79.867.007
31,436,205 - - - 13,825,710 45,261,915
24,656,201 1,259,715 - - 3,784,836 29,700,752
- - - - 3,792,444 3,792,444

- - - 2,230,273 2,230,273

- - - 825,000 885,000 1,710,000

- - - 266,131 139,649 405,780

- - - L.835 - 1,835
56,092,406 1.259.715 - 1,092,966 24657912 83,102,999
2.655.751 (1,143.942) 53,604 1.190.868 (6,292273) _(3,235992)
- 36,273 - - - 36,273

- - §,692,846 - - 1,692,846

1,191 - - - - 1,191
8,642,445 - 2,210,742 246,188 5,324,382 16,426,757
(13,395.334) - {9.993) - (3021430 (16.426757)
(4.751.698) 36,273 3,883,595 249.188 2302952 1,730,310
(1.795947) {1,107.669) 3.947.199 1,440,056 (3,989.321) (1,505,682}
18,030,665 1,186,376 7,147,527 5,639,340 8,645,395 40,649,303
- (78,707 - - (18.264) (96.971)
18,030,665 1L107.669 7,147,527 5,639 340 8,627,131 40,552,332
- - - - (17.013) (17.013)

$ 16234718 - 11,094,726 7.079.396 4,620,797 39.026.637



PASCAGOULA SCHOOL DISTRICT

Reconciliation of the Governmental Funds Statement of Revenues,
Expenditures and Changes in Fund Balances to the Statement of Activities
For the Year Ended June 30, 20] 1

Net Change in Fund Balances - Governmental Funds

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

1,

Governmental funds report capital outlays as expenditures while governmental activities
report deprecialion to allocate those expenditures over the life of the assets. Capital assets
purchased amounted 10 $2,434,047 and the depreciation expense amounted to $1,649,164.

Other long-term assets are not available to pay for current-period expenditures and therefore
are deferred in the funds

The repayment of the principal on long-term debt consumes current financial resources of
governmental funds but has no effect on net assets.

Governmental funds recognize interest on long-term debt when it becomes due, however, the
Statement of Activities recognizes interest as it accrues regardless of when it becomes due.

The sale and/or disposal of capital assets is reported as other financing sources in the
governmental funds but is reported as a reduction of net capital assets on the Statement of
Activities, along with any gain or loss.

A decrease in the inventory reserve is reported as an adjusiment to fund balance in the
governmental funds, but noninstructional expenses are increased in the Statement of
Activities

Some expenses reported in the Statement of Activities do not require the use of current
financial resources and, therefore, ar¢ not reported as expenditures in governmental funds:
Compensated absences

The issuance of long-term debt provides current financial resources to governmental funds,
while the repayment of the principal of long-term debt consumes the current financial
resources of governmental funds. Neither transaction, however, has any effect on net assets.

Gains for forgiveness of debt are not reported in governmental funds, but are reported in the
Statement of Activities

Change in Net Assets of Governmental Activities

The notes to the financial statements are an integral part of this statement.
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Exhibit D-1

Amount

$

$

(1,505,682)

784,883

1,499,486

1,710,000

23,240

(1,990)

(17,013)

(29,107)

{1,692,846)

3.922.654

4,693,625
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PASCAGOULA SCHOOQL 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 other funds
Due to student clubs
Total Liabilities

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

2.909233
2.909.333

& &

$ 2,799,074
11,247
98912
h) 2.906.233
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PASCAGOULA SCHOOL DISTRICT
Notes to the Financial Statements
For Year Ended June 30, 2011

Summary of Significant Accounting Policies

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

A.

Basis of Presentation

In February 2009, the GASB issued GASB Statement No. 54 Fund Bafance Reporting and Governmenial
Fund Type Definitions, which enhances the usefulness of fund balance information by providing clearer fund
balance classifications that can be more consistently applied and by clarifying the existing governmental fund
type definitions. The District implemented GASB Statement 54 during the fiscal year ended June 30, 2011
and as a result, the fund balance amounts for governmental funds have been reclassified and amounts
previously reported as reserved and unreserved are now reported as nonspendable, restricted, committed,
assigned, or unassigned.

Financial Reporting Entity

As defined by accounting principles generally accepted in the United States of America, the school district is
considered an "other stand-alone government." The school disirict is a related organization of, but not a
component unit of, the city of Pascagoula since the governing authority of the city selects a majority of the
school district's board but does not have financia!l accountability for the school district.

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

Government-wide and Fund Financial Statements

Government-wide Financlal Statements:

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

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

1. Invested in capital assets, net of related debt, consists of capital assets, net of accumulated

depreciation, and reduced by outstanding balances of bonds, notes and other debt attributable to the
acquisition, construction or improvement of those assets,
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PASCAGQULA SCHOOL DISTRICT
Notes to the Financial Statements
For Year Ended June 30, 2011

2. Restricted net assets result when consiraints 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 two preceding

categories. Unrestricted net assets often have constraints on resources imposed by management
which can be removed or modified.

The Statement of Activitics demenstrates 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
benefit from goods, services, or privileges provided by a given function and 2) grants, contributions and
interest restricted to meeting the operational or capital requirements of a particular function. Property taxes
and other items not included among program revenues are reported instead as general revenues.

Fund Financial Statements:

Separate financtal statements are provided for governmental and fiduciary funds, even though the latter are
excluded from the governmeni-wide financial statements. Major individual governmental funds are reported
in separate columns in the fund financial statements. All remaining governmental funds are aggregated and
reported as other governmental funds.

The school district reports the following major governmental funds:

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

FEMA/MEMA Grant Fund - This special revenue fund is used to account for the federal funds that
were made available as a result of Hurricane Katrina to assist with repairs, renovations and

construction that were not covered by insurance.

Future Capital Projects Fund - This capital project fund is financed with local funds and is used to
provide resources for repairs and renovations to school buildings and related facilities.

Three Mill Note Retirement Fund - This debt service fund is responsible for the retirement of the
Three Mill Note,

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

The District’s fiduciary funds include the following:

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

Accounts Payable Clearing - This fund is used as a clearing account for non-payroll transactions.
Student Club Accounts - These funds are used to account for the transaction of student clubs.

Additionally, the school district reports the following fund types:
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PASCAGOULA SCHOOL DISTRICT
Notes to the Financial Statements
For Year Ended June 30, 2011

GOVERNMENTAL FUNDS

Special Revenue Funds - Special Revenue Funds are used to account for and report the proceeds of specific
revenue sources that are restricted or committed to expenditure for specified purposes other than debt service
or capital projects.

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

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

Permanent Funds - Permanent Funds are used to account for and report resources that are restricted 1o the
extent that only earnings, and not the principal, ay be used for purposes that support the district’s programs.

FIDUCIARY FUNDS

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

Measurement Focus and Basis of Accounting

In the government-wide Statement of Net Assets and Statement of Activities, governmental activities are
presented using the economic resources measurement focus and the accrual basis of accounting, as are the
Fiduciary Fund financial statements. Revenues are recorded when earned, and expenses are recorded when a
liability is incurred or economic asset used, regardless of the timing of the related cash flows. Grants and
similar items are recognized as revenue as soon as all 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 to be available when they are collectible within the current period or soon enough thereafier to pay
liabilities of the current period. Faor this purpose, the govermment considers revenues to be available if they
are collected within 60 days afier year end. Expenditures (including capital outlay) are recorded when the
related fund liability is incurred, as under accrual accounting. However, debt service expenditures, as well as
expenditures 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 expenditures are recognized. Use of grant resources is conditioned upon compliance with terms of the
grant agreements and applicable federal regulations, which include subjecting grants to financial and
compliance audits.

Property taxes, intergovernmental revenues (shared revenues, grants and reimbursements from other

governments) and interest associated with the current fiscal period are all considered to be susceptible to
accrual.
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PASCAGOULA SCHOOL DISTRICT
Notes to the Financial Statements
For Year Ended June 30, 2011

Measurement Focus and Basis of Accounting (Continued)

Ad valorem property taxes are levied by the goveming authority of the city on behalf of the school diswrict
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 schoel district, the revenues to be generated by the
annual levies are not recognized until the taxes are actually collected by the tax levying authority.

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

Under the terms of grant agreements, the District funds certain programs by a combination of specific cost-
reimbursement granis and general revenues. Thus, when program expenses are incurred, there are both
restricted and unrestricted net assets available to finance the program. [t is the District’s policy to first apply
¢ost-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 Adequate Education Program are appropriated on a fiscal year basis and are
recorded at the time the revenues are received from the State of Mississippi.

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

Encumbrances
An encumbrance system is maintained to account for commitments resulting from approved purchase orders,
work orders and contracts. However, the school district attempts to liquidate all encumbrances at year-end.
Encumbrances cutstanding at year-end are not reported within commilted cr assigned fund balances.
Assets, liabilities, and net assets or equity
1. Cash, Cash Equivalents and Investients
Cash and cash equivalents
The district’s cash and cash equivalents are considered to be cash on hand, demand deposits, and
short-term investments with original maturities of three months or less from the date of acquisition.
The school district deposits excess funds in the financial institutions selected by the school board.
State statutes specify how these depositories are to be selected.
Investments
The school district can invest its excess funds, as permitted by Section 29-3-113, Miss. Code Ana.
(1972}, in interest-bearing deposits or other obligations of the types described in Section 27-105-33,
Miss. Code Ann. (1972), or in any other type invesiment in which any other agency, instrumentality
or subdivision of the State of Mississippi may invest, except that 100% of said funds are authorized

10 be so invested.

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

Investments for the district are reported at fair market value.
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PASCAGOULA SCHOOL DISTRICT
Notes to the Financial Statements
tor Year Ended June 30, 20! 1

Receivables and payables

Activities berween funds that are representative of lending/borrowing arrangements outstanding at
the end of the fiscal year are referred to as either “*due to/from other funds™ (i.c., 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 indicate that they are not available for
appropriation and are not expendable available financial resources.

Due from QOther Governments

Dug¢ from other governments represents amounts due from the State of Mississippi and various
grants and reimbursements from other governments.

Inventories and Prepaid [tems

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

Certain payments to vendors reflect costs applicable to future accounting periods and are recorded as
prepaid items in both the government-wide and governmental fund financial statements.

Restricted Assets

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

Capital Assets

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

Capital acquisition and construction are reflected as expenditures in the Govemmental Fund
statements and the related assets are reported as capital assets in the governmental activities column

in the government-wide financial statements.

Depreciation is calculated on the straight-line basis for all assets, except land.
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PASCAGQULA SCHOOL DISTRICT
Notes to the Financial Statements
For Year Ended June 30, 2011

Capital Assets (Continued)

The following schedule details the capitalization thresholds:

Capitalization Estimated
Policy Useful Life

Land $ ¢ o

Buildings 50,000 40 years
Building improvements 25,000 20 years
Improvements other than buildings 25,000 20 years
Mobile equipment 5,000 5-10 years
Fumniture and equipment 5,000 3-7 years
Leased property under capital leases * X

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

Compensated Absences

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

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

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

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

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

Fund Balances

Fund balance for governmental funds is reported in classifications that comprise a hierarchy based
primarily on the extent t0 which the government is bound to honor constraints on the specific

purposes for which amounts in those funds can be spent.

Governmental fund balance is classified as nonspendable, restricted, committed, assigned or
unassigned. Following are descriptions of fund classifications used by the district:
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PASCAGOULA SCHOOL DISTRICT
Notes to the Financial Statements
For Year Ended June 30, 2011

9. Fund Balances {Continued)

Nonspendable fund balance includes items that cannot be spent. This includes activity that is not in
a2 spendable form (inventories, prepaid amounts, long-term portion of locans/notes receivable, or
property held for resale unless the proceeds are restricted, committed, or assigned) and activity that
is legally or contractually required to remain intact, such as a principal balance in a permanent fund.

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

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

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

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

Cash and Cash Equivalents and [nvesiments

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

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

Investments, Section 29-3-113 and 37-59-43, Miss. Code Ann. (1972), authorizes the school board to invest excess
funds in the types of investments authorized by Section 27-105-33(d) and {(¢), Miss. Code Ann. (1972). This section
permits the following types of investments: (a} certificates of deposit or interest bearing accounts with qualified state
depositories; {(b) direct United States Treasury obligations; (c¢) United States Government agency, United States
Government instrumentality or United States Government sponsored enterprise obligations, not to exceed fifty percent
of all monies invested with maturities of thirty days or longer ; (d) direct security repurchase agreements and reverse
direct security repurchase agreemenis of any federal book entry of only those securities enumerated in (b) and (¢)
above; (e) direct obligations issued by the United States of America that are deemed to include securities of, or other
interests in, any open-end or closed-end management type investinent company or investment trust approved by the
State Treasurer and the Executive Director of the Department of Finance and Administration, not to exceed twenty
percent of invested excess funds. Investment income on bond funds (Capital Projects), bond sinking funds (Debt
Service Funds) and sixteenth section principal funds (Permanent Funds) must be credited to those funds. [nvestment
income of $100 or more of any fund must be credited to that fund. Investment income of less than $100 can be
credited to the General Fund.

The carrying amount of the school district’s deposits with financial instituticns reported in the governmental funds and
fiduciary funds was $38,477,014 and $2,909,233, respectively. The bank balance was $42,715,163.

Custodial Credit Risk - Deposits. Custodial credit risk is defined as the risk that, in the event of the failure of a
financial institution, the district will not be able to recover deposits or collateral securities that are in the possession of
an outside party. The district does not have a deposit pelicy for custodial credit risk. However, the Mississippi State
Treasurer manages that risk on behalf of the district. Deposits above FDIC coverage are collateralized by the pledging
financial institution’s trust depariment or agent in the name of the Mississippi State Treasurer on behalf of the district.
As of June 30, 2011, none of the district’s bank balance of $42,715,163 was exposed to custodial credit risk.

Investments
As of June 30, 2011, the district had the following investments.

Investment Type Rating Maturities (in years) Fair Value
Money Market Mutual Funds Aaa Less than 1 year 3 949,648

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

Credit Risk. State law limits investments to those prescribed in Sections 27-105-33(d) and 27-105-33(e), Miss. Code
Ann. (1972). The district does not have a formal investment policy that would further limit its investment choices or
one that addresses credit risk.

Custadial Credit Risk - frvestments. Custodial credit risk is defined as the risk that, in the event of the failure of the
counterparty, the district will not be able to recover the value of its investments or collateral securities that are in the
possession of an outside party. The district does not have a formal investment policy that addresses custodial credit
risk. As of June 30, 2011, the district did not have any investments to which this weuld apply.



PASCAGOULA SCHOOL DISTRICT
Notes to the Financial Statements
For Year Ended June 30, 2011
(3) Inter-fund Receivables, Payables and Transfers

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

A Due From/To Other Funds
Receivable Fund Payable Fund Amount
Gengral Fund General Fund $ 235.22]
Future Capital Projects Fund Other governmental funds 2,000,000
Future Capital Projects Fund General Fund 1,692,846
Three Mill Note Ret. Other governmental funds 249,189
Other governmental funds General Fund 209,419
Other governmental funds Other governmental funds 22,387
General Fund Other governmental funds 1,401,110
General Fund Fiduciary funds 11,247
Total 3 5821419

The purpose of the interfund loans to the Other Governmental Funds was to eliminate deficit cash balances in
certain federal programs as part of the normal vear end closing adjustments.

B. Inter-fund Transfers

Transfers Out Transfers In Amount

General Fund General Fund 5 8,271,465
Other governmental funds General Fund 340,385
General Fund General Fund 30,595
General Fund Other governmental funds 4,886,538
Other governmental funds Other governmental funds 221,115
General Fund Other governmental funds 206,736
Future Capital Projects Fund Other governmental funds 9,993
Other governmental funds Three Mill Note Ret. 249,188
Other governmental funds Future Capital Projects Fund 2210742
Total $ 16426757

(4) Restricted Assets

The restricted assets represent the cash balance, totaling $608,996, of the Sixteenth Section Principal Fund (Permanent
Fund) which is legally restricted and may not be used for purposes that suppert the district’s programs. in addition, the
restricted assets represent the investment balance, totaling $949,648 of the MAEP Limited Obligation Bond/Note
Fund.

(5) Capital Assels

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

Balance Compleied Balance
July 01, 2010 Additions Retirements Construction  June 30, 2011
Non-depreciable capital assets:
Land §  2.140.042 - - - 2,140,042
Conslruction progress 735,085 2,230,273 - (250.756) 2.714,602
Tolal non-depreciable capital assets 2.875.127 2,230,273 - (250.756) 4.854.644
Depreciable capilal assets:
Buildings 56,769,297 - - - 56,769,297
Improvements other than buildings 1,256,762 - 250,756 1,507,518
Mobile equipment 5,043,120 22,879 {16.792) - 5,049,207
Furniwre and equipment 2875127 180,895 (31.049) - 3.024.973
Total depreciable capital assets 65.944 306 203,774 (47.841) 250.756 66,350,995
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(%) Capital Assets (Continued)

Less accumulated depreciation for:

Buildings 19,005,389 1.017,110 - - 20,022,499
Improvements cther than buildings 134,984 60,602 - - 195,586
Mobile equipment 2,287,183 350,373 (15,113) - 2,622,443
Fumniture and equipment 2.254 839 221,079 (30.738) - 2445180
Total accumulated depreciation 23,682,395 1.649.164 {45,851) - 25.285.708
Tolal depreciable capital assets, net 42261911 {1.445.390) (1.990) 250,756 41,065.287
Total capital assets, net $ 45137038 784.883 (1.690) - 45.019.931

Depreciation expense was charged 1o the following govemmental functions:

Governmental activities: Amount
Instruction $ 1,046,618
Support services 477,536
Non-instructional 125.010
Tota) Depreciation Expense h) 1.649.164

Commitments under construction contracts at June 30, 2011, are summarized as fallows:

Spent to Remaining
Governmental Activities June 30, 2011 Commitment
South Field Lighting 13,226 -
Colmer Middle Classroom Addition and Band Hali  § 2,584,976 -
Singing River Auditorium Renovations 71,025 106,000
Gautier High School Road 42.580 -
Total construction in progress § 27113807 106,000

Construction projects included in governmental activities are funded with insurance proceeds and local funds.
(6) Long-term Liabilities

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

Amounts
Balance Balance due within one
July 01, 2010 Additions Feductions  June 30, 2011 year
A, Limited obligation bonds payable $§ 3,675,000 - (8853,000) 2,750,000 925,000
B. Three mill notes payable 7,440,000 - (825,000) 6,615,000 850,000
C. Shonfall notes payable 2,000,000 1,692,846 (3,692,846) - -
D. Compensated absences payable 645,883 29107 - 674,990 674.990
Total £ 13,760.883 1,721,953 (5.402.846) 10079990  _ 2.445.990
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 Issue Maturity Amount Amount
Description Rate Date Date Issued Qutstanding
State aid capital improvement
bonds 4.2-5.8% 5-1-1998 8-1-2013  § 9,465,000 2,790,000
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{6) Long-term Liabilities {Continued)

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

Year Ending

June 30 Principal Interest Total
2012 925,000 100,083 1,025,083
2013 970,000 59,340 1,029,340
2014 895,000 19.242 914,242
Total $___2.790.000 178 665 2.968.665

This debt will be retired from the MAEP Retirement Fund {Debt Service Fund).

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

B. Three mill notes payable

Debt currently outstanding is as follows:

Interest Issue Maturity Amount Amount
Description Rate Datg Date Issued Qutstanding
Three Mill Note Payable,
Series 2003 2.4-4.75%  10-29-2003  10-1-2017  § 8,000,000 6,615,000

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

Year Ending

June 30 Principal Interest Total

2012 850,000 238,700 1,088,700
2013 875,000 209,363 1,084,363
2014 610,000 177,670 1,087,670
2015 940,000 143,900 -
2015-2018 3,040,000 202,590 3,242,590
Total $ 6615000 972.223 6,503,323

This debt will be retired from the Three Mill Note Retirement Fund (Debt Service Fund).

C. 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(3), Miss. Code Ann. (1972). Compensated absences will be paid from the fund
from which the employees’ salaries were paid.
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Other Commitments
Operating leases:
The schoel district has operating leases for the following equipment:
L. 4! copy machines with a minimum rental fee of $193,884.

Lease expenditures for the year ended June 30, 2011, amounted to $193,884.

Future lease payments for these leases are as follows:

Year Ending

June 30 Amount
2012 193,884
2013 145413
Total $ 339207

e
Defined Benefit Pension Plan

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

Funding Policy. PERS members are required to contribute 9.00% of their annual covered salary, and the school
district is required to contribute at an actuarially determined rate. The employer’s rate for fiscal year ended June 30,
2011 was 12.00% of annual covered payroll. The contribution requirements of PERS members and employers are
established and may be amended only by the State of Mississippi Legislature. The school district's contributions 1o
PERS for the fiscal years ending June 30, 2011, 2010 and 2009 were $5,266,566, $5,376,400 and $5,396,041,
respectively, which equaled the required contributions for each year.
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PASCAGQULA SCHOOL DISTRICT
Notes to the Financial Statements
For Year Ended June 30, 2011

Sixteenth Section Lands

Sixteenth 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. [t is the duty of the school
board to manage the school trust lands and all funds arising therefrom as trust property. Accordingly, the board shali
assure that adequate compensation is received for all uses of the trust lands, except for uses by the public schools. The
following are the future rental payments to be made to the school district for the use of school trust lands. These future
rental payments are from existing leases and do not anticipate renewals or new leases.

Year Ending

June 30

2012 5 1,500
2013 2,814
2014 2,814
2015 2.814
2016 2,814
2017-2021 9,577
2022-2026 6,568
2027-2031 1,314
Total 5 30.215

Contingencies

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

Litigation — The schoel district i1s party to legal proceedings, many of which occur in the normal course of
governmental operations. It js not possible at the present time to estimate the outcome or liability, if any, of the school
district with respect to the various proceedings. However, the school district’s legal counsel believes that ultimate
liability resulting from these lawsuits will not have a material adverse effect on the financial condition of the school
district.

Risk Management

The school district is exposed to various risks of loss related 1o torts; theft of, damage to and destruction of assets;
errors and omissions; injuries to employees; and natural disasters. The district carries commercial insurance for these
risks. Settled claims resulting from these insured risks have not exceeded commercial insurance coverage in any of the
past three fiscal years.

Special Education Consortium

The school district entered into a special education agreement dated june 15, 1988 creating the Exceptional School
Program. This consortium was created pursuant to the provisions of Section 37-7-403 through 37-7-415, Miss. Code
Ann. (1972), and was approved by the Mississippi Department of Education. The consortium includes the following
participants: Jackson County Scheol District, Pascagoula School District, Ocean Springs School District, Moss Point
School District and the Jackson County Board of Supervisors.

The building housing the Exceptional School Program is the property of the Jackson County Board of Supervisors, and
they are responsible for the constructing, erecting, equipping, alterations, and major maintenance of the building.
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(12) Special Education Consortium {Continued)

Operating expenses for the educational programs are shared in direct proportion to each school district's month's
enrollment of students placed by each schoel district in the Exceptional School Program, Each school district is billed
by the fiscal agent. The Jackson County Board of Supervisers provides funding by levying an ad valorem tax at a rate
of not less than 0.5 mills. Transportation for studenis attending the alternative school program will be the
responsibility of the individual school district sending the students.

The Pascagoula School District has been designated as the lead school district (fiscal agent) and the operations of the
consortium are included in its financial statements.

The following Statement of Revenues, Expenditures and Changes in Fund Balances is presented to detail the financial
activity of the Exceptional School Program

Revenues
Local Sources:
Ad valorem taxes R -
Tuitien from other LEA's with the state -
Other LIS
Total Revenues LS
Expenditures
Salaries 498,506
Employee benefits 84,941
Purchased property services 4,832
Other purchased property services 25,956
Supplies 5,527
Property 518
Total Expenditures 624.280
Excess (Deficiency) of Revenues Over (Under) Expenditures (624,165}

Other Financing Sources/Uscs:
Transfers In 624,165

Net Change in Fund Balance -

Fund Balance:
July 01,2010 -
June 30, 2011 & -

(13) Prior Period Adjustments

In 2010, the schocel district overstated unearned revenue in the Statement of Net Assets in the amount of $4,895,850,
This overstatement did not cause Net Assets to be misstaied.

In 2011, the school district overstated Net Assets and Fund Balance in the amount of $96,971 due to the recording of
deferred liabilities in prior year {$78,707) and incorrect accounting of inventory ($18,264).
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PASCAGOULA SCHOOL DISTRICT
Notes to the Financial Statements
For Year Ended June 30, 2011

Extraordinary ltems and/or Special Items

In fiscal year ending June 30, 2007, the district borrowed $2,000,000 from the U.S. Department of Homeland Security
(FEMA) under the Community Disaster Loan program. This is a shortfall note and its purpose was to provide funds
for a shorifall in the local budget that was caused because of damages to properties and tax assessments and related tax
collection as a result of Hurricane Katrina in August 2005. Payments on the loan are deferred for a five year period.
During fiscal year 2011, the U.S. Department of Homeland Security (FEMA) issued, under the Community Disaster
Loan program an additional $1,692,846. During fiscal year ending June 30, 2011, FEMA forgave all of the
ouistanding principal and related interest, totaling $3,922,654.

Subsequent Evenis

Events that occur after the statement of net assets date but before the financial statements are available to be issued
must be evaluated for recognition or disclosure. The effects of subsequent events that provide evidence about
conditions that existed at the statement of net asscts date 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 notes. Management of the Pascagoula School District evaluated the activity of the
district through October 25, 2011, (the date the financial statements were available to be issued), and determined that
the following subsequent events have occurred requiring disclosure in the notes to the financial statements:

In February 2011, the Jackson County Board of Supervisors determined that ad valorem taxes from expansions or
additions at Chevron Corporation and Gulf LNG, a subsidiary of Northrop Grumman Corporation, should be shared
with three other school districts in Jackson County. This ruling is currently being appealed by the School District, If
upheld by the Mississippi Supreme Court, the Schoal District expects to lose approximately $2,000,000 in ad valorem
tax revenue. At the time of report issuance, the appeal was still in process.

Econemic Dependency

The School District is significantly dependent ecenomically on two ad valorem tax payers (Chevron Corperation and
Huntington Ingalis Corporation). In the event of a loss of these ad valorem taxes, the district would encounter an
economi¢ hardship. See Neote [ 5.

Insurance loss recoveries

The Pascagoula School District received $36,273 in insurance loss recoveries related to Hurricane Katrina damage

during the 2010-2011 fiscal year. In the government-wide Statement of Activities, the insurance loss recoveries were
reported as other revenue,
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PASCAGOULA SCHOOL DISTRICT
Budgetary Comparison Schedule
General Fund

For the Year Ended June 30, 2011

Revenues:
Local sources
State source
Federal source
Total Revenues

Expenditures:
Instruction
Support services
Debt service:

Other
Tota) Expenditures

Excess (Deficiency} of Revenues
over (under) Expenditures

Other Financing Sources (Uses):
Sale of other property
Operating transfers in
Operating transfers out

Total Other Financing Sources {Uses)

Net Change in Fund Balance

Fund Balances:
July 01, 2010

June 30, 2011

The notes 10 the required supplemental information are an integral part of this schedule.
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Variance
Positive (Negative)
Budgeted Amounts Actual Original Final
Original Final {GAAP Basis) to Final 10 Actual

$ 31,717,021 32,326,035 32,325,997 609,014 (38)
26,143,791 26,271,149 26,271,147 127,358 2)
350,000 2.143.861 451,013 1793 861 (1.692.848)
58210812 60,741,045 59.048.157 2.530.233 (1,692 888)
34,850,566 31,434,975 31,436,205 3,415,591 (1,230)
24,549,884 24,764,747 24,656,20] (214,863) 108,546
22,500 - - 22.500 -
59,422.650 56,199,722 56,092 406 3.223.228 107,316
(1.212.138) 4.541.323 2955751 5.753.461 (1.585.572)

- 1,192 1,191 1,192 (N
10,619,708 8,642 465 8,642,445 (1,977,243) (20}
(10.290,730) (14.878.037) (13,395 334) (4,587.307) 1.482.703
328,978 (6,234.380) (4,751,698 (6.563.358) 1,482,682
(883.160) {1.693.057) (1,795.947) {809.897) (102.890)
20.843.510 17.802.093 18.030.663 (3.041.417) 228.572
$_19.960.350 16.109.036 16234718 (3.851.314) 125682



PASCAGOULA SCHOOL DISTRICT
Budgetary Comparison Schedule
FEMA/MEMA Fund

For the Year Ended June 30, 201 |

Variance
Positive (Negative)
Budgeted Amounts Actual QOriginal Final
Original Final (GAAP Basis) to Final to Actual
Revenues:

Local sources - 2,121 2,121 2,121 -

Federal source 5,000,000 149,926 113,652 {4.850,074) {36,274)
Total Revenues 5.000,000 152,047 115,773 {4.847.653) (36.274)
Expenditures:

Support services 2761914 1,259,717 1259715 1,502,197 2
Total Expenditures 2761914 1.259.717 1,259,715 1.502.197 2
Excess (Deficiency) of Revenues

over {under) Expenditures 2238086 (1.107.670) (1.143.942) (3,345,756} {36.272)
Other Financing Sources (Uses):

Insurance loss recoveries - - 36,273 - 36,273

Operating transfers out (2.238.086) - - 2,238,086 -
Total Other Financing Sources {(Uses) (2.238.086) - 36273 2238086 36,273
Net Change in Fund Balance - {1,107.670) {1.107.669) (1,107.670) }
Fund Balances:

July 01, 2010, as originally reported - [,186,376 1,186,376 1,186,376 -

Prior period adjustments - - (78,707 - (78.707)
July 01, 2010, as restated - L,186.376 1.107.669 1,186,376 {78.707)
June 30, 201) - 78.706 - 78.706 {78,706)

The notes to the required supplemental information are an integral part of this schedule.
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Notes to the Required Supplemental Information
For the Year Ended June 30, 2011

Budgetary Comparison Schedule

(1)

@)

Basis of Presentation

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

Budget Amendments and Revisions

The budget is adopted by the school board and filed with the taxing authority. Amendments can be made on the
approval of the schocl board. By statute, final budget revisions must be approved on or before October 15. A
budgetary comparison is presented for the General Fund and cach major Special Revenue Fund consistent with
accounting principles generally accepted in the United States of America.
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PASCAGOULA SCHOOL DSTRICT
Schedule of Expenditures of Federal Awards
For the Year Ended June 30, 2011

Federa) Grantor/
Pass-through Grantor/
Program Title

Catalog of
Federal Domestic
Assistance No.

Federal
Expenditures

U.S. Department of Agriculture
Passed-through Natural Resources Conservation Program:
Wetlands reserve program
Total passed-ihrough Natural Resources Conservation Program
Passed-through Mississippi Department of Education:
Child nutrition cluster:
Scheol breakfast program
National schaol lunch program
Summer food service program for children
Total child nutrition cluster
Total passed-through Mississippi Department of Education
Total U.S. Department of Agriculture

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

Federal Communications Commission
Administered through the Universal Service Administrative Company:
The schools and libraries program of the universal service fund
Total Federal Communications Commission

U.S. Department of Education
Passed-through Mississippi Board for Community and Junior Colleges:
Adult education - stale grant program
Total passed-through Mississippi Board for Community and Junior Colleges
Passed-through Mississippi Department of Education:
Title 1 - grants to local educational agencies
Title 1 - grants to local educational agencies, recovery act
Total Title [ cluster

Career and technical education - basic grants to states
Safe and drug-free schools and communities - state grants

Education technology state grants, recovery act
Education technology - state grants
Total Educational Technology State Grants Cluster

Gaining early awareness and readiness for undergraduate programs
English language acquisition grants
Improving teacher quality - state grants
ARRA Stabilization Fund
Education Jobs Fund
Hurricane education recovery
Subtotal

Special education cluster:

Special education - grants to states

Special education - preschool grants

45

10.072

10.553
10.555
10.559

12.XXX

32.XXX

34.002

84.010
84.389

8§4.043
34.186

84.386
84.318

84334
84.365
84.367
84.394
84.410
34.938

84.027
84.173

2444

2,444

1,404,114
2,264,691
20,341

3,689 146

3,689,146

3,691,590

155,005

155,005

410,037

410.037

96,446

96,446

3,094,617
1,545.976

4,640,593

85,531
34,042

16,597
26726

43,323

36,653
186,592
622,064

1,697,939

1,267,918
739,333

8.853.988

1,294,907
55,844



PASCAGOULA SCHOOL DSTRICT
Schedule of Expenditures of Federal Awards
For the Year Ended June 30, 2011

ARRA - Special education, Part B 84.391 1,014,840
ARRA - Special education - preschool grants 84.392 36.626
Total special education cluster 2402217
Total passed-through Mississippi Department of Education 11,256,205
Total U.S. Department of Education 11,352,651
Federal Grantor/ Catalog of
Pass-through Grantor/ Federal Domestic Federal
Program Title Assistance No. Expenditures
U.S. Department of Health and Human Services
Direct Program:
ARRA Temporary Assistance for Needy Families (TANF) Supplemental Grants 93.716 658
Total Department of Health and Human Services 658
U.S. Department of Homeland Security
Passed-through Mississippi Emergency Management Agency:
Disaster Grants - Public Assistance (Presidentially declared disasters) 87.036 1,259,715
Total Department of Homeland Security 1,259,715
Total for All Federal Awards 5 16,869,656

2.
3.

NOTES TG SCHEDULE
1.

This schedule was prepared using the same basis 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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PASCAGOULA SCHOOL DISTRICT
Schedule of Instructional, Administrative and Other Expenditures - Governmental Funds
For Year Ended June 30, 2011

Instruction and
Other Student

Instructional General School
Expenditures Total Expenditures  Administration Administration Other
Salaries and fringe benefits $ 57,960,704 40,958,475 1,315,686 3,848,796 11,837,747
Other 25,142,295 6.367.071 493.061 58.433 18.223.730
Total $_ 83.102.999 47.325.546 1,808,747 3907229 30,061.477
Total number of students 6,936
Cost per student 5 11,976 6,820 261 563 4332

NOTES TO SCHEDULE

1. Instruction and Other Student [nstructional Expenditures - includes the activities dealing directly with the interaction
berween ieachers and students. [ncluded here are the activities of teachers, teachers aides or ¢lassroom assistants of
any type.

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

Administration and Suppori Services - Business.

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

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

Ll
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PASCAGOULA SCHOOL DISTRICT

Statement of Revenues, Expenditures and Changes in Fund Balances

General Fund
Last Four Years

Revenues:
Local sources
Intermediate sources
State sources
Federal source
Total Revenues

Expenditures:

Instruction

Support services

Noninstructional services

Facilities acquisition and construction
Total Expenditures

Excess (Deficiency} of Revenues
over (under) Expenditures

Other Financing Sources (Uses):
Insurance loss recoveries
Sale of transportation equipment
Sale of other property
Operating transfers in
Other financing sources
QOperating transfers out

Total Other Financing Sources (Uses)

Neci Change in Fund Balance
Fund Balances:
Beginning of period, as originally reported

Prior period adjustments
Beginning of period, as restated

End of Period

"UNAUDITED”
2011 2010+ 2009* 2008*

$ 32325997 33,417,904 30,392,634 29,275,306
- ; - 36,917
26,271,147 26,930,999 29,765,601 31,128,012
451,013 505,554 409,525 513,325
59,048,157 60,854,457 60,567,760 60.953.560
31,436,205 33,307,052 35,901,428 34,361,865
24,656,201 27,421,535 24,889,430 22,658,167
- - 2,700 63,811

- 406,627 2.751.456 261,767
56.092.406 61135214 63.545.014 57,350,610
2,955,751 (280.757) (2.977.254) 3,602,950

; 8,790 466 4,022,589

) ) 24,933 1,201

1,191 120 - 2,770
8,642,445 59,792 45,000 56,164

. i 8,812 -
(13.395.334) (4,597.253) (5.156.114) (13.388.948)
{4.751.698) (4,528.551) (5,076.903) (9.306,224)
(1,795,947) (4,809,308) (8,054,157) (5,703,274)
18,030,665 22,670.169 30,735.419 36,515,915
] 169,804 (11.093) (77.222)
18.030.663 22 839,973 30724326 36,438,693
$__ 16234718 18.030.665  __ 22,670,169 30,735,419

*SOURCE - PRIOR YEAR AUDIT REPORTS.
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PASCAGOULA SCHOOL DISTRICT

Statement of Revenues, Expenditures and Changes in Fund Balances "UNAUDITED"
All Governmental Funds
Last Four Years
2011 2010* 2009* 2008*
Revenues:
Local sources $ 35,778,070 37,177.098 35,781,685 32,346,736
Intermediate sources - - - 36,917
State sources 28,600,587 29,120,035 31,999,495 33,354,113
Federal source 15,485,164 13,349.013 9,443,945 11,394,551
Sixteenth section sources 3,186 8.826 40,635 19.075
Total Revenues 79.867.007 79.654,972 77,265,760 77.151.392
Expenditures:
Tnstruction 45261915 42,219,274 42,460,223 42,237,474
Support services 29,700,752 33,560,247 32,257,530 30,199,784
Noninstructional services 3,792,444 3,881,065 3,898,930 4,088,396
Sixteenth section - - 602 -
Facilities acquisition and construction 2,230,273 1,137,054 2,751,456 1,127,124
Debt service:
Principal 1,710,000 935,000 2,795,000 1,755,000
Interest 405,780 456,659 554,691 627,874
Other 1,835 3.476 25,145 4413
Total Expendiures 83,102,999 82,192,775 84.743.577 80,040,065
Excess (Deficiency) of Revenues
over {under) Expenditures (3.235992) {2.537.803) (7477817 (2.888.673)
Other Financing Sources (Uses):
Proceeds general obligation bonds - - - -
Proceeds of loans 1,692,846 - - -
Insurance loss recoveries 36,273 8,790 466 4,023,577
Sale of transportation equipment - - 24,933 1,201
Sale of other property 1,191 120 - 2,770
Operating transfers in 16,426,757 0,333,031 5,424,673 13,927,535
Other financing sources - - 3,812 -
Operating transfers out (16,426,757 (6.333.031) (5.424.673) (13.927,535)
Totat Other Financing Sources (Uses) 1,730,310 §.910 34211 4.027,548
Net Change in Fund Balance (1,505,682) (2,528,893) (7,443,6006) 1,138,875
Fund Balances:
Beginning of period, as originally reported 40,649,303 43,069,793 51,414,315 51,740,455
Prior period adjustments (96.971) (774.311) {(13.884) (1.440.758)
Beginning of period, as restated 40,552,332 43,195,482 51,400.431 50,299,697
Increase (Decrease) in reserve for inventory (17.013) (17,286) 12.968 (24257)
End of Period $__ 39,029,637 40,649,303 43.969.793 51414315

*SOURCE - PRICR YEAR AUDIT REPORTS
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INDEPENDENT AUDITOR'S REPORT
ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON COMPLIANCE AND
OTHER MATTERS BASED ON AN AUDIT OF THE FINANCIAL STATEMENTS
PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Superintendent and School Board
Pascagoula School District

We have audited the financial statements of the governmental activities, each major fund and the aggregate remaining fund
information of Pascagoula Schoel District as of and for the year ended June 30, 2011, which collectively comprise Pascagoula
School District’s basic financial statements and have issued our report thereon dated October 25, 2011. We conducied our
audit in accordance with auditing standards generally accepted in the United States of America and the standards applicable to
financial audits contained in Govermment Auditing Standards, issued by the Comptroller General of the United States.

Internal Control Over Financial Reporting

[n planning and performing our audit, we considered the school district's intemmal control over financial reporling as a basis for
designing our auditing procedures for the purpose of expressing our opinions en the financial statements, but not for the
purpose of expressing an opinion on the effectiveness of the school district’s internal control over financial reporting.
Accordingly, we do not express an opinion on the effectiveness of the schoeol disirict's internal control over financial reporting.

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

Our consideration of internal control over financial reperting was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in internal contre! 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 above.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the scheol district's financial statements are free of material
misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts, and grant
agreements, noncompliance with which could have a direct and material effect on the determination of financial statement
amounts. However, providing an opinion on compliance with those provisions was not an objective of our audit and,
accordingly, we do not express such an opinion. The results of our tests disclosed no instances of noencompliance or other
matters that are required to be reported under Government Auditing Standards.
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Independent Auditor's Report on Internal Contro] Over Financial Reporting
and on Compliance and Other Matters Based on an Audit of the Financial
Statements Performed in Accordance with Govermment Audting Standards
Page 2

This report is intended solely for the information and uwse of the school board and management, entities with accreditation
overview, and federal awarding agencies and pass-through entities and is not intended to be and should not be used by anyone

| ]

=

other than these specified parties.

Pascagoula, Mississippi
QOctober 25, 2011
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INDEPENDENT AUDITOR'S REPORT
ON COMPLIANCE WITH REQUIREMENTS THAT COULD HAVE A DIRECT
AND MATERTAL EFFECT ON EACH MAJOR PROGRAM AND ON INTERNAL CONTROL
OVER COMPLIANCE [N ACCORDANCE WITH OMB CIRCULAR A-133

Superintendent and School Board
Pascagoula School District

Compliance

We have audited the compliance of the Pascagoula 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 its major federal programs for the year ended June 30, 2011. The Pascagoula School District's major federal
programs are identified in the summary of auditor's results section of the accompanying Schedule of Findings and Questioned
Costs. Compliance with the requirements of laws, regulations, contracts and grants applicable to each of its major federal
programs is the responsibility of the school district's management. Qur responsibility is to express an opinion on the school
district's compliance based on our audit.

We conducted our audit of compliance in accordance with auditing standards generally accepied in the United States of
America; the standards applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller
General of the United States; and OMB Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations.
Those standards and OMB Circular A-133 require that we plan and perform the audit to obtain reasonable assurance about
whether noncompliance with the types of compliance requirements referred 1o above that could have a direct and material effect
on a major federal program occurred. An audit includes examining, on a test basis, evidence about the school district's
compliance with those requirements and performing such other procedures as we considered necessary in the circumstances.
We believe that our audit provides a reasonable basis for our opinion. Our audit does not provide a legal determination on the
school district's compliance with those requirements.

In our opinion, Pascagoula Schoo! District complied, in all material respects, with the requirements referred to above that could
have a direct and material effect on each of its major federal programs for the year ended June 30, 2011.

Internal Control Over Compliance

Management of the Pascagoula School District is responsible for establishing and maintaining effective internal control over
compliance with requirements of laws, regulations, contracts and grants applicable to federal programs. In planning and
performing our audit, we considered Pascagoula School District's internal contrel over compliance with the requirements that
could have a direct and material effect on a major federal program to determine the auditing procedures for the purpose of
expressing our opinion on compliance and to test and report on internal control over compliance in accordance with OMB
Circular A-133, but not for the purpose of 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 intemal control over compliance.
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Independent Auditor’s Report on Compliance with Requirements That Could Have a Direct and Material
Effect on Each Major Program and on Internal Control over Compliance in Accordance with OMB Circular A-133
Page 2

A deficiency in internal control over compliance exists when the design or operation of a control over compliance does not
allow management or employees, in the normal course of performing their assigned functions, to prevent, or detect and correct,
noncompliance with a type of compliance requirement of a federal program on a timely basis. A material weakness in jnternal
control over compliance is a deficiency, or combination of deficiencies, in internal control over compliance, such that there is a
reasonable possibility that material noncompliance with a type of compliance requirement of a federal program will not be
prevented, or detected and corrected, on a timely basis.

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

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

P ‘
WW('{/—F; /{ rrfj'{/{( 7/1 Op/)u
Pascagoula, Mississippi
October 25, 2011
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INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE WITH
STATE LAWS AND REGULATIONS

Superintendent and School Board
Pascagoula School District

We have audited the financial statements of the governmental activities, each major fund, and the aggregate remaining fund
information of the Pascagoula School District as of and for the year ended June 30, 2011, which collectively comprise
Pascagoula School District’s basic financial statements and have issued our report thereon dated October 25, 201]. We
conducted our audit in accordance with auditing standards generally accepted in the United States of America and the standards
applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General of the United
States.

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

The results of our procedures performed (o test compliance with the requirements of Section 37-61-33(3)a)(iii), Miss. Code
Ann, (1972), disclosed no instances of noncompliance. The district did not report any classroom supply funds carried over
from previous years.

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

The results of our procedures performed to test compliance with the requirements of Section 37-9-18(3)(b), Miss. Code Ann.
(1972), disclosed no instances of noncompliance related to incorrect or 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 abjective of our audit and, accordingly, we do not express such an opinion.

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

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

Wokke D] % Oy

Pascagoula, Mississippi
Cclober 25,2011
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PASCAGOULA SCHOOL DISTRICT
Schedule of Findings and Questioned Costs
For the Year Ended June 30, 2011
Section [: Summary of Auditor's Results

Financial Statements:

1. Type of auditor’s report issued on the financial statements: Unqualified
2. Noncompliance material to financial statements noted? Na
3. Internal control over financial reporting:

a, Material weaknesses identified? No

b. Significant deficiencies identified that are not considered 10 be material weaknesses? None reported

Federal Awards:

4, Type of auditor’s report issved on compliance for major federal programs: Ungualified
5. Internal control over major programs:
a. Material weaknesses identified? No
b. Significant deficiencies identified that are not considered to be material weaknesses? None reported
6. Any audit findings disclosed that are required to be reported in accordance with
Section 510(a) of OMB Circular A-1337 No
7. Federal programs identified as major programs:
a. Education Technology State Grants
CFDA #:84.318
b. Title 1 Grants to Local Educational Agencies
CFDA #: 84.010, 84.389
c. Special Education Cluster
CFDA #: 84.027, 84.173, 84.391, 84.392
d. ARRA Stabilization Fund
CFDA #: 84.394
e ARRA Temporary Assistance for Needy Families (TANF) Supplemental Grants
CFDA #:93.716
f. lmproving Teacher quality State Grants
CFDA #: 84.367
£. Education Jobs Fund
CFDA #: 84.410
h. Hurricane Education Recovery

CFDA #: 84938

8. Dollar threshold used to distinguish between type A and type B programs: $506,090
9. Auditee qualified as low-risk auditee? Yes
10, Prior fiscal year findings and questioned costs relative to federal awards which would

require the auditee to prepare a sumumary schedule of prior audit findings as discussed

in Section 315(b) of OMB Circutar A-133? No

Section 1I: Financial Statement Findings

The results of our tests did not disclose any findings related to the financial statements that are required 1o be reported
under Government Auditing Standards.

Section III: Federal Award Findings and Questioned Costs

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