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

August 8, 2012

Superintendent and School Board
Peart River County School District

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

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards 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
audit includes consideration of internal conirol over financial reporting as a basis for designing audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the District's internal control over financial reporting. Accordingly, we express no such opinion.
An audit also inctudes examining, on & test basis, evidence supporting the amounts and disclosures in the
financial statements, assessing the accounting principles used and significant estimates made by
management, as well 2s evaluating the overall financial statement presentation. We believe that our audit
provides a reasonable basis for our opinions.

In cur opinicn, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities, each major fund, and the aggregate remaining fund
information of the Pearl River County School District, as of June 30, 2011, and the respective changes in
financial position, thereof for the yearthen ended in conformity with accounting principles generally accepted
in the United States of America.

In accordance with Government Auditing Standards, we have alsc issued our report dated August 8, 2012, on
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our consideration of the Peart River County School District’s internal control over financial reporting and our
tests of its compliance with certain provisions of laws, regulations, contracts and grant agreements and other
matters. The purpose of that report is to describe the scope of our testing of internal control over financial
reporting and compliance and the results of that testing, and not to provide an opinion on the internal control
over financial reporting or on compliance. That report is an integral part of an audit performed in accordance
with Govemment 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 to supplement the basic financial
statements. Such information, although not a part of the basic financial statements, is required by the
Governmental Accounting Standards Board, who considers it to be an essential part of financial reporting for
placing the basic financial statements in an appropriate operational, economic, or historical context. YWe 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 10 our inquiries, the basic financial statements, and other knewledge we obtained
dusing 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 to express an
opinion or provide any assurance.

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the Pearl River County Schogl 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 ang
relates directly to the underlying accounting and other records used to prepare the financial statements. The
information has been subjected to the auditing procedures applied in the audit of the basic financial
statements and certain additional procedures, including comparing and reconciling such information directly to
the underlying accounting and other records used to prepare the financial statements or to the financial
statements themselves, and other additional procedures in accordance with auditing standards generally
accepted in the United States of America. In our opinicn, the information is fairly stated in all material respects
in relation to the basic financial statements as a whole.

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the Pearl River County School District's basic financial statements. The other information section,
which includes the Statement of Revenues, Expenditures and Changes in Fund Balances—General Fund,
Last Four Years and the Statement of Revenues, Expenditures and Changes in Fund Balances—All
Governmental Fungs, Last Four Years, is presented for purposes of additional analysis as required by the
Mississippi Department of Education and is not a required pari 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.

WeDantel CPA Firm
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PEARL RIVER COUNTY SCHOOL DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JUNE 30, 2011

The following discussion and analysis of Pearl River County School Disirict’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 1o review the
financial statements and the notes to the financial statements to enhance their understanding of the School District’s
financial performance. '

FINANCIAL HIGHLIGHTS

e Total net assets for 2011 increased $2,432,974, including a prior period adjustment of ($26,701), which
represents a 14% increase from fiscal year 2010. Total net assets for 2010 decreased $919,268, including a
prior period adjustment of {(§127,007), which represents a 5% increase from fiscal year 2009.

s General revenues amounted to $19,469,969 and $20,190,686, or 76% and 82% of all revenues for fiscal
years 2011 and 2010, respectively. Program specific revenues in the form of charges for services and
grants and contributions accounted for $6,047,825, or 24% of total revenues for 2011, and $4,348,452, or
18% of total revenues for 2010.

¢  The District had $23,058,119 and $23,492,863 in expenses for fiscal years 2011 and 2010; only $6,047,825
for 2011 and $4,348,452 for 2010 of these expenses was offset by program specific charges for services,
grants and contributions. General revenues of 320,190,686 for 2010 were adequate to provide for these
programs. General revenues of $19,469,969 for 2011 and $20,190,686 for 2010 were adequate to provide
for these programs.

«  Among major funds, the General Fund bad $18,072,297 in revenues and $6,642,487 in expenditures for
2011, and $18,389,414 in revenues and $17,531,181 in expenditures in 2010. The General Fund’s fund
balance increased by $2,146,171, including a prior period adjustment of $(20,559), from 2010 to 2011, and
increased by $483,137 from 2009 to 2010.

» Capital assets, net of accumulated depreciation, decreased by $530,627 for 2011 and decreased by
$493,393 for 2010. The decrease for 2011 was due primarily to the increase ip accumulated depreciation.

» Long-term debt decreased by $627,229 for 2011 and decreased by $636,089% for 2010, including deferred
charges on refunding debt and deferred bond premiums. This decrease for 2011 was due primarily to
principal payments on outstanding long-term debt. The liability for compensated absences increased by
$8,554 for 2011 and increased by $12,136 for 2010.

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis serves as an {ntroduction to the District’s basic financial statements, which include
government-wide financial staternents, fund finaecial statements, and notes to the financial statements. This report
also contains required supplemental information, supplemental information, and other information.

Government-wide Financial Statements.

The government-wide financijal 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 Staternent 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.



PEARL RIVER COUNTY SCHOOL DISTRICT
MANAGEMENT'S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JUNE 39, 2011

The Statement of Activities presents information showing how the District’s net assets changed duning the most
recent fiscal year. All changes in net assets are reported as scon 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 years.

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

Fund Financial Statements.

A fund is a grouping of related accounts that is used 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. Al 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 to account for essentially the same functions reported as govermumental
activities in the government-wide financial statements. However, governmental funds are accounted for
using the modified accrual basis of accounting and the flow of current financial resources measurement
focus. The approach focuses on near-ierm inflows and outflows of spendable resources, as well as balances
of spendable resources available at year end. The governmental funds statements provide a detailed view of
the District’s near-term financing requirements..

Because the focus of governmental funds is narrower than that of the government-wide financijal
statements, it is useful to compare the information presented for governmental funds with similar
information presented for governmental activities in the governmens-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 fands 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 roaintains individual governmental funds in accordance with the Financial Accounting Manual
Jor Mississippi Public School Districts. Information is presented separately in the governmental funds
Balance Sheet and in the governmental funds Statement of Revenues, Expenditures, and Changes in Fund
Balances for all major funds. All other 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 oot reflected in the govemment-wide financial stacements because
resources of those funds are not available to support the District’s own programs. These funds are reported
using the accrual basis of accounting. The s¢hool district is responsible for ensuring that the assets reported
in these funds are used for their intended purpose.

Reconciliation of Government-wide and Fund Financial Statements

The financial statements include two schedules that reconcile the amounts reported on the governmental funds
financial statements (medified 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.

Capita) outlay spepding results in capital assets on government-wide financial statements, but is reported as
expenditures on the government funds financial statements.
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Bond and note proceeds result in liabilities on government-wide financial statements, but are recorded as
other financing sources on the governmental funds financial statements,

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

Notes to the financial statements.

The notes provide additional information that is essential to a full understanding of the data provided in the
governmeot-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 o the basic financial statemenis and accompanying notes, this repernt also presents budgetary
comparison schedule as required supplemental information. The District adopts an annual operating budget for all
governmental funds. A budgetary comparison schedule has been provided for the General Fund and each additional
major special revenue fund as required by the Govemnmental Accounting Standards Board.

Supplemental Information

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

QOther Information

Although not a required part of the basic financial stateraents, 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 tirne as a useful indicator of the District’s financial pesition. Assets exceeded liabilities
by $20,138,817 as of June 30,2011.

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

Table 1 presents a summary of the District’s net assets at June 30, 2011 and Jupe 30, 2010.
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Table 1
Condensed Statement of Net Assets
Percentage
June 30, 2011 June 30, 2010 Change
Current assets $ 10,951,501 § 8,491,992 2896 %
Restricied assets 1,385,574 1,385,225 003 %
Capiial assets, net 15,297,189 15,827,816 (3.35) %
Total asscts 27,634,264 25,705,033 7.51 %
Cuirent liabilities 1,759,784 1,622,879 844 %
Long-term debt outstanding 5,735,663 6,376,311 (10.05) %
Total liabilities 7,495,447 7,999,150 (6.30) %
Net assets:
[nvested in capital assets, net of
relaied debt 9,650,077 9,604,832 0.89 %
Restricted 2,915,054 2,742,703 6.28 %
Unrestricted 7,533,686 5,358,308 40.60 %
Tota) net assets $ 20,138,817 § 17,705,843 13.74 %

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

*  Decrease in net capital assets in the amount of $530,627.

s Proceeds from the issuance of limited obligation refunding bonds in the amount of $1,592,000 in which the
proceeds were used to refund bonds outstanding in the amount of $1,565,000,

¢ The principal retirement of $673,340 of long-term debt.

Changes in net assets.
The District’s toal revenues for the fiscal years ended June 30, 2011 and June 30, 2010 were $25,517,794 and

$24,539,138, respectively. The total cost of all programs and services was $23,058,119 for 201} and $23,492,863
for 2010.

Table 2 presents a summary of the changes in net assets for the fiscal years ended June 30, 20] 1 and June 30, 2010.
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Table 2
Change(s) in Net Assets
Yesr Ended Year Ended Percentage
June 30, 2011 June 30, 2010 Change
Revenues:
Program revenues:
Charges for services § 1,967,061 $ 795,584 147.25 %
Operating grants and contributions 4,080,764 3,552,868 1486 %
General revenues:
Property taxcs 5,447,066 5,298,293 281 %
Grants and coatributions not restricted 13,716,267 14,310,17) (4.15) %
lnvestment earnings 130,614 368,196 (64.53) %
Sixteenth section sources 69,154 155,402 {55.48) %
Other 106,738 58,624 82.08 %
Total revenues 25,517,794 24,539,138 399 %
Expenses:
Instruction 13,622,074 14,190,739 (4.01) %
Support services 7,870,121 7,673,243 257 %
Non-instructional 1,308,919 1,342,217 (2.48) %
Sixteenih section 67,420 51,176 3021 %
Interest and ofher expense on long-tetm liabilities 189,585 234,888 (19.29} %
Total expenses 23,058,119 23,492,863 {(1.85) %
Increase (Drecrease) in net assets 2,459,675 1,046,275 13509 %
Net Assets, July I 17,705,843 16,786,575 548 %
Prior Period Adjustment(s) (26,701) (127,007) 78.98 %
Net Assets Restated, July ( 17,679,142 16,659,568 6.12 %
Net Assets, June 30 $ 20,138,817 § 17,705,843 1374 %

Governmenptal activities.

The following table presents the cost of five major District functional activiiies; instruction, support services, nom-
instructional, sixteenth section, and interest on long-term debt. The table also shows each functional activity’s net
cost (total cost less charges for services generated by the activities and intergovemmenta) aild provided for specific
programs). The net cost presents the financial burden that was placed on the State and District’s taxpayers by each
of these functions.
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Table 3
Net Cost of Governmental Activities

Total Expenses Percentage

2011 2010 Cha'nEL
Instruction $ 13,622,074 & 14,190,739 (4.01) %
Support services 7,870,121 7,673,243 257 %
Non-instructional 1,308,919 1,342,217 {(2.48) %
Sixteenth section 67,420 51,776 3021 %
Interest on long-term liabilities 189,585 234,888 (19.29) %
Total expenses 3 23,058,119 §_ 23,492,863 (1.85) %

Net (Expense) Revenue Percentage

2011 2010 Change

Instruction $ (10,951,047) % (12,078,548) 933 %
Support services (5,906,167) (6,879,895) 1415 %
Non-instructional 103,925 86,084 (20.73) %
Sixteenth section (67,420) (37,164) (81.41) %
Interest on long-term liabilties (189,585) (234,888) 19.29 %
Total net (expense) revenue Ry (17,010,284) § (19,144,411 11.15 %

s  Nei cost of governmental activities in the amount of ($17,010,294 for 20! 1 and $19,144,411 for 2010} was
financed by general revenue, which is primarily made up of property taxes of {$5,447,066 for 2011 and
$5,298,293 for 2010 and state and federal revenues of ($13,716,367 for 2011 and $14,310,171 for 2010).
In addition, there was $69,184 and $155,402 in Sixteenth Section sources for 2011 and 2010, respectively,

» Investment earnings amounted to $130,614 for 2011 and $368,196 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 Disirict’s financing
requirements. In particular, unassigned fund balance may serve as a useful measure of the District’s net resources
available for spending at the end of the fiscal year.

The financial performance of 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 $10,534,964, an increase of
$2,285,656, which includes a prior period adjustment of $(20,559) and an increase in reserve for inventory of
$2,669. $7,349,30], or 70%, 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 $3,185,663, or 30%, is either
nonspendable, resiricted, committed or assigned to indicate that it is not available for spending except only for the
purposes to which it is restricted, committed or assigned.

The General Fund is the principal operating fund of the District. The increase in fund balance in the General Fund
for the fiscal year was $2,146,171, which includes a prior period adjustment of $(20,559). This increase in fund
balance is due primarily to insurance loss recoveries received during the fiscal year and the District’s conservative
approach to budgeting and spending. The fund balance of the EHA Part B Fund was $0 at fiscal year end and did

8
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not have an increase or decrease in fund balance during the fiscal year. The fund balance of Other Governmental
Funds showed an increase in the amount of $139,485, which includes an increase in reserve for inventory of $2,669.

BUDGETARY HIGHLIGHTS

During the year, the District revised the annual operating budget. Budget revisions were made to address and
correct the original budgets to reflect more accurately the sources and uses of funding for the School District.
Significant budget revisions made during the fiscal year are explained as follows:

»  Budgeted amounts for revenue from local sources in the General Fund were increased during the fiscal year
primarily to reflect an increase in advalorem receipts.

»  Budgeted amounts for revenue from state sources in the General Fund were decreased during the fiscal year
to reflect a decrease in Mississippi Adequate Education Program (MAEP) funds resulting from budget cuts.
However, the District did receive approximately $867,000 in Budget Stabilization funds that were reported
in a special revenue fund. The budget was also revised to reflect the actual federal revenue received and
expenditures reported in the Budget Stabilization Fund.

e Budgeted amounts for instruction expenditures in the General Fund were decreased during the fiscal year,
This decrease is primartly a result of the reclassification of expenditures normally incurred in the General
Fund ic the Budget Stabilization Fund (special revenuve fund) and federal funds were received to cover
those expenditures. The budget was also revised to reflect the federal revenue received and expenditures
incurred in the Budget Stabilization Fund.

s  Budgeted amounts for support services expenditures in the General Fund were decreased during the fiscal
year. Amounts originally budgeted were overstated.

¢ The budget for the General Fund was revised to reflect insurance loss recoveries received during the fiscal
year,

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

A schedule showing the original and final budget amounts compared to the District’s actual financial activity for the
General Fund and major special revenue fund is provided in this repert as required supplementary information.

CAPITAL ASSETS AND DEBT ADMINISTRATION

Capital Assets. As of June 30, 2011, the Disirict’s total capital assets were $22,605,454, including land, school
buildings, building improvements and other improvements, buses, other school vehicles and fumiture and
equipment. This amount represents a gross increase of $111,907 from 2010, which is due primarily to the purchase
of a new school bus and various items of equipment during the fiscal year. Total accumulated depreciation as of
June 30, 201}, was $7,308,265, and total depreciation expense for the year was $636,967, resulting in total net
capital assets of $15,297,189.

Table 4
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Table 4
Capital Assets, Net of Accumulated Depreciation
Percentage
June 30, 2011 June 30, 2010 Changg
Land $ © 759,736 § 759,736 0.00 %
Buildings 11,365,567 11,654,212 (2.48) %
Building improvements 1,485,456 1,574,904 (5.68) %
Improvements other than buildings 465,964 499,200 (6.66) %
Mobile equipment 1,012,646 1,085,994 (6.75) %
Fumiture and equipment 207,820 253,770 (1811) %
Total b} 15,297,189 § 15,827,816 (3.35) %

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

Debt Administration. At June 30, 2011, the District had $5,735,663 in outstanding long-term debt, including
deferred charges on refunding debt and deferred bond premiums, of which $663,651 is due within one year. During
the fiscal year, the District received proceeds from the issuance of limited obligation refunding bonds in the amount
of §1,592,000, in which the proceeds were used to refund outstanding bonds in the amount of $1,565,000. The
District made principal payments in the amount of $673,340 on outstanding long-term debt. The liability for
compensated absences increased $8,554 from the prior year.

Table 5
Outstanding Long-Term Debt

Percentage
June 30,2011 June 30,2010 Change
General obligation bonds payable $ 2,410,000 $ 2,715,000 (11.23) %
Limited obligation bonds payable 1,592,000 1,775,000 (1031) %
Three mill notes payable 703,000 828,000 (15.10) %
Shortfall notes payable 34,973 68,313 (48.80) %
Qualified zone academy bonds payable 1,000,000 1,000,000 000 %
Compensated absences payable 93,568 85,014 10.06 %
Sub Total U 5,833,541 6,471,327 (9.86) %
Less deferred charges and bond premiums {97,878) (95,016) 301 %
Total $ 5,735,663 $ 6,376,311 (10.05) %

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

CURRENT ISSUES

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

The District has commiited itself 1o financial excellence for many years. The District’s system of financial planning,

10
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budgeting and internal financial controls is well regarded. The District plans to continue its sound fiscal
management to meet the challenges of the future.

The District actively pursues grant funding to supplement the local, state and federal revenues.
CONTACTING THE DISTRICT’S FINANCIAL MANAGEMENT

If you have questions about this report or need additional financial information, contact the Superintendent’s Office
of the Pearl River County School District, 7441 Highway 11, Carriere, MS 39426,

1
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PEARL RIVER COUNTY SCHOQL DISTRICT
Statament of Net Assets
June 30, 2011

Assels:
Cash and cash equivalenis
Due from other governmants
Other receivables, net
Inventories
Deferred debl issue cosls
Restricied assets
Capital assels, non-depreciable:

Land

Capilal assets, net of accumulaled depreciation:

Buildings

Building improvements
Improvements other than buildings
Mobile equipment

Furniture and equipment

Total assets

Liabifitles:
Accounts payable and accrued labililies
Due to olber governments
Interesl payable on long-lerm liabiiilies
Long-lerm fiabllities, dug within one year:
Capital related liabilities
Non-capital retated liabiiities
Long-term liabilitlies, due beyond one year:
Capital related liabilities
Non-¢apital related liabilities

Total liabilities

Net Assets;
Invested in capltal assets, nel of related debt
Restnoted for;

Expendable:
Schogl-based aclivilies
Debt service
Forestry improvements
Unemployment benefits

Non-expendable:
Sixteenth section

Unrestricted

Total net assets

The noles 1o the financial statements are an Integral part, of this slatement.

Exhlbil 4

Govarnmeantal
Activitles

3 9,626,593
1,157 491

15,260

§1.871

90,186

1,385,574

758,736

11,365,567
1,485,456
465,964
1,012,648
207,820

27,634,264

593,243
1,118,682
47,858

624,000
39.651

4,983,122
88,890

7,495 447

8,690,067

943,204
1,453,564
106,695
37,909

373,682
7,533,686

§ 20,138,817
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PEARL RIVER COUNTY SCHOOL DISTRICT
Batance Sheet - Governmental Funds Exhibit C
June 30, 2011

-

Major Funds
Other Total
Gensral EHA Part B Governmsantat Governmental
Fund Fund Funds Funds
ASSETS
Cash and cash egquivalents 8,217,547 1,780,348 9,967 893
Cash with fiscal agents 1,238 1,238
invesiments 1,013,036 1,013,036
Due from other government 350,327 358,917 388,045 1,057,289
Other receivables, net 15,260 15,260
Due from other funds 467,818 467,818
tnventories 61,971 61,871
Total assets 9,035,692 358,017 3,259,896 12,654 505
LIABILITIES AND FUND BALANCES
Liabifities;
Accounts payable and accrued llabiliiies 1,482,470 165,189 84,266 1,711,925
Due to other funds 1,181 193,728 212,707 407 616
Total ilablfities 1,463,651 358,917 266,973 2,119,541
Fund Bafances:
Nenspendable:
Inventory 61,971 61,871
Permanent fund principal 373,682 373,682
Restricted:
Debt Service 1,501,423 1,501,423
Canpital projects 10 10
Forestry improvement purposes 106,695 106,695
Unemploymeni benefits 37.809 37,908
Other purposes 881,233 881,233
Asslgned:
Other purposes 222 740 222,740
Unassigned 7.345 301 7,349,301
Total fund balances 7,572,041 - 2962 923 10,534,964
Total liabilities and fund balances 9,035,692 358,817 3,259,886 12,654,505
The notes o the financial stalements are an integral part of Uvs statement 14



PEARL RIVER COUNTY SCHOCL DISTRICT
Reconclliatlon of Governmental Funds Balance Sheet 10 the Statement of Net Assets Exhibt €-1
June 30, 2011

Amount
Tolal fund balance for governmental funds $ 10,534,964
Amount reported for governmental aclivities tn the slatement of net assets are
different because:
1. Capilal assels used in governmental aclivities are not financial resources
and therefore are not reported in the funds:

Land 758,736

Buitdings 15,066,435

Bullding Improvements 2,305,225

Improvements other than buildings 830.893

Mobile equipment 2,715,722

Furniture and equipment 927,443

Accumulated depreciation (7.308.265) 15,297,189

2. tong-lerm liabililies and relaled accrued inleresl are not due and payable in the current
period and therefore are not repored in the funds:

Gangral obltgalion bonds {2,410,000)

Limited obligation bonds {1,592,000)

Other bonds payable {1,000,000)

MNotes payable (737,973)

Compansated absences {93.568)

Unarnortized charges 190,781

Unamartized premums {2,717)

Accrued inleresi payable (47.859) {5,693,338)
Net assets of governmental activitles $  20.138.817

Tha notes to the financlal slatemens are an integra’ part of this stelemant, 13



PEARL RIVER COUNTY S5CHOOL DISTRICT

Statement of Revenues, Expenditures and Changes in Fund Balances Exhibit
Governmental Funds
For the Year Ended June 30, 2011
Major Funds
Other Total
General EHA Part B Governmental Governmental
Fund Fund Funds Funds
Revenues:
Local saurces $ 5,452,793 1095650 § 6,548,443
State sources 12,502,497 609,549 13,112,048
Federal sources 117,007 578,113 3,989,966 4,685,086
Sixteenth section sources 77,727 77,727
Total revenues 18,072,297 578,113 5,772,892 24,423,302
Expenditures;
Inshruction 9,979,921 288,840 2,994,688 13,263 449
Support services 6,651,826 289,273 772,972 7,724,071
Noninstructional services g0 1,271.612 1,271,702
Spdeenth section 67,420 67.420
Cebt service:
Principal 673,340 673,340
Interest 204,595 204,585
Other 650 20,685 21,335
Total expenditures 16,642 487 578,113 5,005,312 23,225,812
Excess (deficiency) of Revenues
over {under) Expenditures 1,429,810 {232,420 1,197,380
Other Financing Sources {Uses)
Insurance recovery 1,093,842 1,083,842
Refunding bonds issued 1,582,000 1,592,000
Payment to refunded bond escrow agent {1,580,336) {1.580,338)
Operating transfers in 356,922 356,822
Other financing sources 650 650
Operaling transfars out (356,922) (356,922)
Total other financing sources (uses} 736,820 369,236 1,106,156
Nef change in fund balances 2,166,730 136,816 2,303,546
Fund Balances:
July 1, 2010, as originally reporied 5,425.870 2,823.438 8,249,308
Prior pericd adjusiments {20,559} (20,559)
July 1, 2010, as restated 5,405,311 2,823,438 8,228,749
Increase {Decrease) in reserve for inventory - 2,669 2,668
June 30, 2011 3 7,572,041 2,962,823 § 10,534,964
i6

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



PEARL RIVER COUNTY SCHOOL DISTRICT

Reconciliation of the Governmental Funds Statement of Revenues, Exhibit B-1
Expenditures and Changes in Fund Balances {o the Statement of Activities
For the Year Ended Jung 30, 2011
Amount
Net change in fund batances - governmental funds 2,303 546
Amounis reported for governmental activities 1n the slatement of aclivilies are different because;
1. Governmental lunds report capital outlays as expendilures  Howewer,in the
statement of activitles, the cost of capital assets 15 allocated over their estimated
useful livas as depreciation expense. (n the current period, these amounts are:
Capital outiay 112,482
Depreciation expense (636,967) (524.485)
2. The issvance of long-term debt prowides current financial resources o
governmental funds, while lhe repayment of the principal of long-tern debt
cansumes 1he current financial resourcas of governmental funds  Neither
transaction. however, has any effect on net assets. Also, governmental funds
reporl the effect of Issuance costs, premiums, discounts and the difference
between the carrying value of refunded debt and the acquisitton cost of refunded
debt when debt is first Issued  Thesa amounis are deferred and amortized In tha
stalement of aclvities:
Refunding bonds Issued {1,592,000)
Payments of debt principal £73,340
Payments to refunded bond escrow agent 1,560,336
Accrued interest payable 32,876
Defered issuance costs and charges on refunding 15,943 710,485
3. Some items repored In the stalement of activities do not provide or require the
use of current linancial resourcesand therefore are not reported as
revenuesfexpenditures in governmental funds. These actvilles include:
Change In compensated absences {8.554)
Change in invanlory reserve 2.669
Amorlization of deferred ¢harges, premiums and discounts {23.998) (29,881)
Change In net assets of governmental activitles 2,458,675

The hoes 10 the nancial statemants are an integral parl of ihis stalement

17



PEARL RIVER COUNTY SCHOOL DISTRICT
Statement of Fiduciary Net Assets
June 30, 2011

Assets
Cash and cash equivalents

Total assels

Liabllities
Due o other funds
Due to student clubs

Tolaf liabilities
Net Assets
Reserved for endowments

Held i Trust
Total nef assels

The notes 1o the financial stetements are an integral parl of this stateament.

Exhibit £
Prlvate-Purpose Agency
Trust Funds Fundgs
$ 1,493 81,227
1.493 81,227
50,202
21,025
b - 81,227
1,493
§ 1,483

18



PEARL RIVER COUNTY SCHQOL DISTRICT
Statement of Changes in Fiduciary Net Assets
For the Year Ended June 30, 2011

Additions
Interest on investments

Total additions

Deductions
Scholarship awarded
Total deductions
Change in Net Assets
Net Assets
July 1, 2010

June 30, 2011

The noles to the financial statements are an integral pan of this statement.

Exhibit F

Private-Purpose
Trust Funds

17

17

1,600

1,500

(1,483)

2,976

1,493

19
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NOTES TO FINANCIAL STATEMENTS






PEARL RIVER COUNTY SCHOOL DISTRICT

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

Note 1 - Summary of Significant Accounting Policies.

The accompanying financial statements of the schoo! district have been prepared in conformity with
generally accepted accounting principles (GAAP) as prescribed by the Governmental Accounting Standards
Board {GASB). GASB is the accepied 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 Statemment No. 54 Fund Balance Reporting and
Govemmental Fund Type Definitions. This statement enhances the usefulness of fund balance
information by providing clearer fund balance classifications that can be mere consistently applied
and by clarifying the existing governmental fund fype definitions. The fund balance amounts for
governmenta! funds have been reclassified in accordance with GASE Statement No. 54. As a
resuil, amounts previously reported as reserved and unreserved are now reported as
nonspendable, restricied, committed, assigned, or unassigned.

Financial Reperting Entity

As defined by accounting principles generally accepted in the United States of America, the school
district is considered a "primary govemnment.” The school district is governed by a five member
hoard ta which each member is elected by the citizens of each defined county district.

For financial reporting purposes, Pear! River County Scheol District has included all funds and
organizations. The District has also considered all polential 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 misieading or incomplete. The Govemmental Accounting Standards Board has set forth
criteria to be considered in determining financial accountability. These criteria include appointing a
voling majority of an organization's goveming body and (1} the ability of the District to impose its
will on that organization or (2) the potential for the organization to provide specific benefits to or
impose specific financial burdens on the District.

Government-wide and Fund Financial Statements:

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

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

1. Invested in capital assets, net of relaled debt, consists of capiial assets, net of
accumuiated depreciation, and reduced by outstanding balances for bonds, notes and
other debt atiributable to the acquisition, construction or improvement of those assets.

2, Restricted net assets result when constraints placed on net asset use are either externally

imposed or imposed by law through constitutional provisicns or enabling legislation.

20



PEARL RIVER COUNTY SCHOOL DISTRICT

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

3. Unresiricted 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 Activities demonstrates the degree to which the direct expenses of a given
function or segment are offset by program revenues. Direct expenses are those clearly identifiable
with a specific function. Program revenues include 1) charges fo customers or applicants who
purchase, use, or directly benefit from goods, services, or privileges provided by a given function
and 2} grants, confributions 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 financial statements are provided for governmental and
fiduciary funds, even though the latter are excluded from the government-wide financial statements.
Major individual governmental funds are reporied in separate columns in the fund financial
statements. All remaining governmental funds are aggregaled and reported as other governmental
funds.

Tha school district reports the following major governmental funds:

General fund ~ This is the school district's primary operating fund. The general fund is used lo
account for and report all financial resources not accounted for and reported in another fund.

EHA Pari B Fund - This fund is used to account for federal revenue and expenses relaled to the
special education program of the district.

Ali other governmental funds not meeling the criteria eslablished for major funds are presented in
the other governmental column of the fund financial statements.

The school district also reports fiduciary funds which focus on net assets and changes in net
assets.

The District’s fiduciary funds include the following:
Payroll Clearing Fund — This fund serves as a clearing fund for payroll type transactions.

Accounts Payable Clearing Fund — This fund serves as a clearing fund for accounts payable type
transactions.

Student Club Funds — These various funds account for the monies raised through school club
activities and fund raisers and club related expenditures approved by the individual ¢lubs.

Coca-Cola Scholarship Fund - This fund is used to account for funds received from Coca-Cola for
scholarships to siudents at the district.

Additionally, the school districl reports the following fund types:

GOVERNMENTAL FUND TYPES
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PEARL RIVER COUNTY SCHOOL DISTRICT

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

Special Revenue Funds — Special Revenue Funds are used to account for and report the proceeds
of specific revenue sources that are restricied 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 outiays, including
the acquisition or construction of capital facilities and other capitat assets.

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

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

FIDUCIARY FUNDS

Frivate-purpose  Trust Funds - Private-puwrpose trust funds are used to report all trust
arrangements, other than those properly reported elsewhere, in which the principal and income
benefit individuals, private organizations or other governments.

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

Measurement Focus, Basis of Accounting, and Financlal Statement Presentation

In the government-wide Statement of Net Assets and Statement of Activities, govemmental
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 liabiiity is incurred or economic asset used, regardless of the
timing of the related cash flows. Grants and simiar items are recognized as revenue as soon as all
eligibility requirements imposed by the provider have been met.

Governmental fund financial statements are reporied 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 pericd or soon enough thereafter to pay liabilities of the current period.
For this purpose, the government considers revenues to be avaifable if they are coliected within 60
days after year end. Expenditures (including capital oullay) are recorded when the related fund
liakility is incurred, as under accrual accounting. However, debi service expenditures, as well as
expenditures related to compensated absences and judgmenis, are recorded only when payment is
dus.

Federal grants and assistance awards made on the basis of entiflement pericds 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 federa!
regulations, which include subjecting grants to financial and compllance audits,
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PEARL RIVER COUNTY SCHOOL DISTRICT

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

Property faxes intergovernmental revenues (shared revenues, grants and reimbursements from
other govemments} and interest associated with the current figscal period are all considered te be
susceptible to accrual.

Ad valorern property taxes are levied by the governing authority of the county on behalf of the
school district based upon an order adopted by the school board of the schooi district requesting an
ad valorem tax effort in dollars. Since the taxes are not levied and collected by the school district,
the revenues {0 be generated by the annual levies are not recognized unii! the taxes are actually
¢ollected by the tax levying authority.

Capital asset acquisitions are reported as expendiiures in governmental funds, Proceeds of
general tong-term debt and acquisitions under capital leases are reported as other financing
SOUrces.

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

The effect of inter-fund activity has been eliminated from the government-wide statements.

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

Encumbrances.

An encumbrance system is not maintained to account for commitments resulling from approved
purchase orders, work orders and contracis.

Assets, liabllities, and net assets/fund balances
1. Cash, Cash equivalents and Investments

Cash and cash equivalents.

The district's cash and cash equivalents are considered fo 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 stalules specify how these depositories
are to be selected.

23



PEARL RIVER COUNTY SCHOOL DISTRICT

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

Investments.

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

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

Investments for the district, as well as for its component units, are reported at fair market
value,

Receivables and payables.

Activity between funds that are representalive of lending/oorrowing arrangements
outstanding at the end of the fiscal year are referred to as either "due toffrom other funds®
{i.e., the current portion of inter-fund loans) or "advances toffrom other funds™{i.e. the non-
current portion of inter-fund ioans).  All other oulstanding balances between funds are
reported as “due iofrom 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 Other Governments.

Due from other governments represents amounts due from the State of Mississippi, and
various grants and reimbursements from other governments.

inventories and Prepaid items.

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

Cerlain paymenis to vendors reflect costs applicable to fulure accounting pericds and are
recorded as prepaid items in both the government-wide and governmental fund financial
statements.

Restricted Assets,

Cerlgin 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 debi statutes e.g.
Qualified Zone Academy Bond sinking fund. Also, the nonexpendzble portion of the
Permanent Fund, if applicable, is classified as restricted assets because the 16" Section
Principal fund is not available for use by the district except as provided for under state
statute for loans from this account.
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PEARL RIVER COUNTY SCHOOL DISTRICT

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

Capital Assets.

Capital assets include land, improvements to land, easements, water rights, timber rights,
buildings, building improvements, vehicles, machinery, equipment, works of ar and
historical treasures, infrastructure, and all other tangible or intangible assets that are used
in aperations and that have initial useful lives extending beyond a single reporting period.
Capital assets are reported in the applicable governmental or business fype activities
columns in the govermment-wide Statement of Net Assets. Capital assets are recorded at
historical cost or estimaied historical cost based on appraisals or deflated current
replacement cost. Donated capital assels 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 Disirict as assets with an initial, individual cost in excess of the thresholds
in the table below.

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

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

The following schedule details the capitalization thresholds:

Capitafization Estimated
Policy Useful Life

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

(" The threshold amount will correspond with the amounts for the asset classifications,
as listed. See Nofe 5 for details.

Compensated Absences.

Employees of the school district accumulate sick leave at a minimum amount as required
by state law. A greater amount may be provided by schoaol district policy provided that it
does not exceed the provisions for leave as provided in Sections 25-3-82 and 25-3-95.
Some employees are allowed personal leave and/or vacation leave in accordance with

school district policy. The district pays for unused leave for employees as reguired by
Section 37-7-307(5), Miss. Code Ann. (1972).

The liability for these compensated absences is recorded as long-term liabilities in the
government-wide statements. The current portion of this liability is esfimaled based on
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PEARL RIVER COUNTY SCHOOL DISTRICT

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

historical trends. In the fund financial statemenis, 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, Daferred 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 capilalized and amartized over the
terms of the respective bends using a method that approximates the effective interest
method.

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

Fund Balances.

Fund balance for governmental funds is reported in classifications that comprise 2
hierarchy based primarily on the exient to which that government is bound to honor
constraints on the specific purposes for which amounts in those funds can be spent.

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

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

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

Committed fund balance includes amounts that can be used only for the specific purposes
pursuant to constrainis imposed by 2 formal action of the School Board, the District's
highest level of decision-making authority. Currently there is no committed fund baiance
for this district.

Assigned fund bafance includes amounts that are constrained by the District’s intent to be
used for a specific purpose, but are neither restricted nor committed. For governmental
funds, other than the general fund, this is the residual amount within the fund that is not
resiricied or committed. Assignments of fund balance are created by the Superintendent
and Business Manager pursuant fo authorization established by the policy adopted by the
school district.

Unassigned fund balance is the residual classification for the general fund. This
clagsification 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
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PEARL RIVER COUNTY SCHOOL DISTRICT

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

balance amount. In other govemmental funds, it may be necessary to report a negafive
unassigned fund balance.

When an expenditure/expense is incurred for purposes for which both resiricted and
unresiricted (committed, assigned, or unassigned) resources are available, it is the
District's general policy to use restricted resources first. When expenditures/expenses are
incurred for purposes for which unrestricied (committed, assigned, and unassigned)
resources are available, and amounts in any of these unrestricted classifications could be
used, it is the District's general policy to spend committed resources first, followad by
assigned amounts, and then unassigned amounis.

Cash and Cash Equlvalents, Cash with Fiscal Agents, and Investments.

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

Investments. Section 28-3-113 and 37-59-43, Miss. Code Ann. (1972), authorizes the school
board to invest excess funds in the fypes of investments authorized by Section 27-105-33 (d) and
(e). Miss. Code Ann. (1972). This section permits the following types of investments: (a)
certificates of deposits or interest bearing accounis with qualified siate depositories; (b) direct
United States Treasury obligations; {c} United Siates 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 agreements of any federal book
entry of only those securnties enumerated in (b) and {¢) above; (e} direct cbligations issued by the
United States of America that are deemed to include securities of, or interest in, any open-end or
closed-end any management type investment company or investment trust approved by the State
Treasurer and the Executive Director of the Department of Finance and Administration, not to
exceed twenly percent of invested excess funds. Investment income on bond funds {Capital
Projects), bond sinking funds {Debt Service Funds} and sixteenih section principal funds
(Permanent Funds) musl be credited to these funds. Investment income of $100 or more of any
fund must be credited to that fund. Invesiment income of less than $100 can be credited to the
General Fund,
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Notes to Financial Statements
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Cash and Cash Eguivalents.

The carrying amount of the school district's deposits with financial institutions reported in the
governmental funds and fiduciary funds was $9,997,893 and $82,720, respectively.

Custodial Credil Risk - Deposits

Custodial credit risk is defined as the risk that, in the event of the failure of a financial institution,
the dislrict wilf not be able to recover deposits or collateral securities that are in the possession of
an outside party. The district does not have a deposit policy for custodial credit risk. However, the
Mississippi State Treasurer manages the risk on behaif of the district. Deposits above FDIC
coverage are collaterafized by the pledging financial institutions trust department 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 $10,496,656 was exposed to custodial credit risk.

Cash with Fiscal Agents.

The carrying amount of school district's cash with fiscal agents held by financial institutions was
$1,238.

Investments.

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

Maturitles Fair
investment Type {In years) Value Ratlng
U.S. Treasury Bills less than one year 3 831,528 not rated
Federal US Treasury Cash Reserves
Money Market Mutual Fund less than ong year $ 181,508 ALBT
Total investments $ 1,013,036

— T

*The investment in the Federal US Treasury Cash Reserves Money Markel Mutual Fund is
uninsured and unregistered and is not backed by the full faith and credit of the Federal government.

interest rate risk. The district does not have a formal investment policy thal iimits investment

maturities as a means of managing ils 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. (1872). The district does nol have a formal investment policy that would
further limit its investment cheices or one that addresses credil risk.

Custodial Credit Risk — Investments. Custodial credit risk Is defined as the risk that, in the event of
fallure of the counterparty, the district will not be able to recover the value of its investments or
collateral securities that are in possession of an outside party. The district does not have a formal
investment palicy that addresses custodial credit risk. As of June 30, 2011, the district did not have
any investments to which this would apply.
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Cancentration of Credit Risk. Disclosures of investments by amount and issuer for any issuer that
represents five percent or more of total investments is required. This requirement does not apply to
investments issued or explicitly guaranteed by the U.S. government, investments in mutual funds
and external investment pools, and other poaled investments

(3 inter-fund Receivables, Payables and Transfers.

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

Al Due from / To Other Funds.
Dug From Due To

Governmental Funds:

Geaneral fund 5 467,618 1,181

EHA Par B fund 193,728
Other govermmenial funds 212,707
Fiduciary fundg 80,202
Total Funds 3 467,818 457.818

The purpose of interfund toans was to account for federal funds that were not received until after
the year ending 6/30/201 1.

B. Inter-fund Transfers.,

Transfers Transfers
In Out
Governmental Funds:
General fund 3 - 356,022
Other governmental funds 358,922 -
Total Funds 3 356,822 356 822

Transfers are used primarily to move unrestricted general fund monies to finance various programs
and projecls accounted for in other funds.
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(4) Restricted Assets.

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

The restricted assets represent the cash balance, totzling $371,300 of the Sixteenth Section
Principal Fund (Permanent Fund) which is legally restricted and may not be used for purposes that
support the district's programs. In addition, the restricted assets represent the cash and investment

balance, totaling $1.238 and $831,528, respectively, of the QZAB Bond Retirement Fund.

In

addition, the restricted assets represent the investment balance, totaling $181,508 of the MAEP
Limited Qbligation Bond/Nate Fund.

(5} Capltal Assets,

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

Non-depreciable capital assets:
Lang

Total non<depreciable
capital assels

Dapreciable capital assets:
Buitdings
Building improvemenls
Improvements other than buildings
Moblle equipment
Furniture and equipment

Total depreciable capital assets

Less accumulated depreciation for:
Buildings
Building improvements
Improvements other than buildings
Moblle equipment
Furnlture and equipment

Tetal accumulated
depregizlion

Total depreciable capital
assels, net

Govarnmental activities
capital assets, net

*

Balanca - Balance
THI20M0 Additicns Retirements ﬂustmenm 6/30/2011
% 758,736 $ 759,736
758,736 - - 759,736
15,088,435 15,066,435
2,305,225 2,305,225
830,893 830,893
2,630,722 85,000 2,715,722
800,536 27,482 (575) 927,443
21,733,811 112,462 {375) 21,845,718
3,412,223 285,226 3419 3,700,868
730,321 80,448 819,769
331,683 33,236 364,928
1,544,728 158,348 1,703,076
646,766 70,709 2,148 719823
6,665,731 $36,957 - 5567 7,308,265
15,068,080 {524,485) - {6,142} 14,537,453
$ 15827816 {524,485) - (6,142} § 15297188

adjustments were needed fo capital assets and accumulated depreciation to properly classify certain assels.
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Depreciation expense was charged to the following govemmental functions:

Amount
Instruction 5 356,838
Suppon Services 242,087
Naon-instructional arv.i1e
Total depreciaticn expense 5—63695'—.-’_

{(6) Long-term Liabilities.

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

Amounts due
Balance i Balance withln one
THizoio Additions  Reductions  Adjustment  6/30/2011 year
A. General obligation bonds payable $ 2,715,000 305,000 2,410,000 310,000
Add deferred amounts:
For issuance cosls 3,057 340 2747
Less deferred amounts:
on refunding {98,073} {10,897) {B7,176)
Total general obligation bonds payable 2,619,984 - 294,443 - 2,325,541 310,000
B. Limiled obligation bonds payable 1,775,000 1,592,000 1,775,000 1,592,000 204,000
Less defemed amounts on refunding: {15,336) {1,917) (13,419)
Total limited obligaiion bonds payable 1,775,000 1,576,664 1,773,083 - 1,578,581 204 000
C. Three mill notes payable 828,000 125,000 703,000 110,000
D. Shorttall notes payable 68,313 33,340 34,973 34,073
E. Qualified zone academy bonds payable 1,000,000 1,000,000
F. Compensaied absences payable 85,014 8,554 93,568 4,678
Total ¥ 6,376,311 1,585,218 2,225 866 - 5,735,683 683 651
A. General obligation bonds payable.

General obligation bonds are direct cbligations and pledge the full faith and credit of the schoo!
district. General cbligation bonds currenily outstanding are as follows:
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Interest lssue Maturity Amount Amount
Description Rate Date Date Issued Quistanding
1. General obligation bonds, series 2003 2.00-3.85 8/19/2003 2/15/2018 4,475 000 2,410 000
Total $ 4,475,000 $ 2,410,000

Details of the district's general obligation bonded indebtedness are as follows:

1. Bond issue of 8/19/2003
Year Ending
June 30 Principal Interest Total
2012 310,000 85,353 395,353
2013 320,000 75,278 395,278
2014 335,000 64,878 389,878
2015 350,000 53,488 403,488
2018 360,000 41,063 401,063
2017-2018 735,000 41,783 778,783
Total $ 2,410,000 3 361,843 $ 2,771,843

This debt will be retired from the 2003 retirement fund (4022},

The amount of bonded indebtedness that can be incurred by the school district is limited by
Sections 37-59-5 and 37-58-7, Miss. Code Ann. (1972). Total outstanding bonded indebtedness
during a year can be no greater than 15% of the assessed value of the taxable property within such
district, according to the then last completed assessment for taxation, unless cerlain conditions, as
set forth in Section 37-59-7, Miss. Code Ann. (1972) have been met. As of June 30, 2011, the
amount of outstanding bonded indebtedness was equal to 2.91 % of property assessmenis as of

October 1, 2010.

Limited obligation bonds payable.

Limited obligation bonds are direct obligations and pledge the full faith and credit of the school
district with a pledge of it Education Enhancement Funds from the State of Mississippi for buildings

and buses. Limited obligation bonds currently outstanding are as follows:
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Interest Issue Maturity Amount - Amount
Description Raie Data Date Issued Qutstanding
Slate aid capital
improvement bond, series 1988 4.25-8.00% 511998 81472017 3,450,000 -
State aid capital improvement
refungding bond, series 20119 2.45% 411812011 8/1/20%7 1,592,000 1,582,000
Total $ 5,042,000 $ 1,582,000

Detaits of the district's limited obligation bonds indebtedness are as follows:
1. Limited obligation bond issue of May 1, 1988.

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

Year Ending
June 30 Principal Interest Total
2012 204,000 412,761 616,761
2013 245,000 385,254 630,254
2014 255,000 358,394 613,304
2015 260,000 33,863 203,863
2016 270,000 22,163 292,183
2017-2018 358,000 8,297 364,297
Total 1,592,000 1,218,732 2,810,732

This debt will be retired from the 1928 Bond Retirement Fund (4041).

The state aid capital improvement bonds are secured by an irrevocable pledge of cerlain 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.

On 4/18/11, the district issued $1,582,000 in state aid capifal improvement refunding bonds, series
2011 with an average interest rate of 2.45% to advance refund $1,565,000 of outstanding
stale aid capilal improvement bonds, series 1988 with an average interest rate of 5.10%. The net
proceeds of $1,577,000 after payments of $15,000 for issuance costs were deposited in an
irrevocable trust with an escrow agent to provide for all future debt payment requirements on the
state aid capital improvement bonds, series 1998,

As a resuit, the state aid capital improvement bonds, series 1998, are considered to be defeased
and the liability for those bonds has been removed from long-term liabilities.

The district advance refunded the state aid capital improvement bonds, series 19388, to reduce its

total debt service payments over the remaining 7 years of the debt by approximately $88,197 and
lo realize an economic gain of $88,197.
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Notes to Financial Statements
For the Year Ended June 30, 2011

C. Three mill notes payable.

Debt currently cutstanding is as follows:

Interest ks Maturity Amount Amount
Description Rate Date Date Issued Outstanding
Limited taxnotes,
Serigs 2004 1.40-4.05% 422004 4172017 2,000,000 703,000
Total $ 2000000 § 703.000

Details of the district's three mill notes payable are as follows:

1. Three mill notes payable issued May 2, 2004.
Year Ending
June 30 Principal Interest Total
2012 110,000 26,383 136,383
2013 111,000 22,698 133,698
2014 115,000 18,758 133,758
2015 119,000 14,503 133,503
2018 123,000 9,921 132,921
2017 125,000 5,063 130,063
Total 3 703,000 3 97,326 $ 800,326

This debt will be retired from the Three mill debt service fund (4022).
D. Shortfall notes payable.

Debt currently cutstanding is as follows:

Interest Issue Maturity Amount Amount
Description Rate Daté Date lssued OQutstanding
Shortfall note, Series 2008 4.90% 10/9/2008 10/9/2011 100,095 34,873
Totaf $ 100,095 3 34,873

Details of the district’s shortfall noies payable are as follows:

1. Shortfall notes payable issued on October 9, 2008,
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Year Ending
June 30 Prnc¢ipal Intarest Total
2012 34,973 1,714 36,687
Total 3 34,973 £ 1,714 3 36,687

This debt will be retired from the shortfall note retirement fund {4011).

E. Quatified zone academy bonds payable.

As mare fully explained in note 14, debt has been issued by the school district that qualifies as
Qualified Zone Academy bonds. Debt currently outstanding is as follows:

Interest Issue Maturlty Amount Amount
Description Rate Date Date lssued Cutstanding
Qualified Zone Academy
Bond, Series 2004 0.00% 11/18/2004 1118/2014 1,000,000 1,000,000
Total 5 1,000,000 $ 1,000 000

F. Compensated absences payable.

As more fully explained in Noie 1(F){7), compensated absences payable is adjusted on an annual
basis as required by Section 37-7-307(5), Miss. Code Ann. (1872). Compensated absences will
be paid from the fund from which the employee's salaries were paid.

) Other Commitments
Operating leases:
The school district has an operaling lease for a postage machine.

Lease expenditures for the year ended June 30, 2011, amounted to $ 2,420. The lease was paid in
full at 6/30/2011.

(8} Defined Benefit Pension Plan.

Plan Descriplion. The school district contributes to the Public Employees’ Retirement System of
Mississippi (PERS), a cost-sharing, multiple-employer, defined benefif pension plan. PERS
provides retirement and disability benefits, annual cost-of-living adjustments, and death benefits to
plan members and beneficiaries. Benefit provisions are established by state law and may be
amended only by the State of Mississippi Legislature. PERS issues a publicly available financial
report that inctudes financial statements and required supplementary information. That report may
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be obtained by writing to Public Employees’ Retirement System of Mississippi, PERS Building,
429 Mississippi Street, Jackson, Mississippi 39201 or by calling (601) 358-3589 or 1-800-444-
PERS,

Funding Policy. PERS members are required to contribute 2.00 % 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 payroli. The contribution
requirements of PERS members and employers are established and may be amended only by the
State of Mississippi Legislature. The  school district's contributions to PERS for the fiscal years
ending June 30, 2011, 2010, and 2009 were % 1,450,192, $ 1,503,721 and $ 1,494 618,
respectively, which equaied the required contributions for each year.

Sixteenth Sectlon Lands.

Sixteenth section school lands, or lands granted in lieu thereof, constitute property held in frust for
the benefit of the pubiic schools. The school board, under the general supervision of the Office of
the Secretary of State, has contro! and jurisdiction of said school trust lands and of all funds arising
from any disposition thereof. it is the duty of the school board to manage the school trust lands and
afl funds arising therefrom as trust property. Accordingly, the board shall assure that adequate
compensation is received for all uses of the trust lands, except for uses by the public schools. The
following are the future rental payments 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
Jupe 30 Amount
2012 54,218
2013 53,210
2014 53,210
2015 49,869
2016 48,625
2017-2021 245 985
2022-2026 231,155
2027-2031 212 415
2032-2036 191,785
2037-2041 74214
Total $ 1,214,686

Prior Period Adjustment.

A summary of significant fund equity adjustments is as follows:
Exhibit B — Statement of Activities

Explanation Amount
To accpunl for revenues regatved in a prior period k3 (26,701)
Tatal % 526.?01!
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Exhibit D - Statement of Revenues, Expenditures and Changes in Fund Balance

Major Funds: Explanalions Amount
Ganeral lund To accounl for revenues recaived i a grior period % {20,559)
Toral $ (20.559)

Contingencies.

Federal Grants — The school district has received federal grants for specific purposes that are
subject to audit by the grantor agencies. Entiflements 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 audi{ may become a liability of the school district.

Risk Management.

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

Uncertainties.

In cases where a township is occupied by two or more school districts |, state law requires that
available sixteenth section funds shall be divided between the school districts lying wholly or partly
within such townships in proportion to the number of children enrclled and residing In each school
district. In order to determine what portions of available sixteenth section funds are due to or from
other school districts, the superintendent of each school district is required to compile lists of such
children in compliance with Section 28-3-121, Miss. Code Ann. { 1872 ).

Of the tfownships Peari River County School Disirict shares with other school districts, Pear! River
County School District has controt of the sixteenth seciion property. A portion of the sixteenth
section revenues (rents, leases, timber sales, etc.) Pearl River County School District received on
these sections may be due to other school districts.

Qualified Zone Academy Bonds.

Section 228 of the Taxpayer Relief Act of 1997 (Public Law 105-34) provides for a source of capital
at no or at nominal interest rates for costs incurred by certain pubiic schools in connection with the
establishment of special academic programs for kindergarten through secondary school, in
partnership with the business community. The school district, in agreement with Cutrer
Entertainment, Mr. Nathan Farmer, Hancock Bank, Mr. Ted Musgrove, Watkins & Young PLLC
and Wellness Works have enterad inio such an arrangemeni dated May 26, 2004,

Cutrer Entertainment agrees to make periodic donations of in-kind services to the district having 2

irue, aggregate value of $ 4,000. Culrer Entertainment will make the contribution over a period of
not meore than 10 years.
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Mr. Nathan Farmer agrees (o make periodic donations of in-kind services to the district having a
true, aggregate value of $ 37,500, Mr. Famer will make the contribution over a period of not more
than 10 years.’

Mr. Nathan Farmer agrees fo make donations to the district to assist it in meeting the Act's
preconditions for issuing its QZAB Bonds. The contributor will make donations of cash fo the
district having a true, aggregale value of $ 3,000.

Hancock Bank agrees to make pericdic donations of in-kind te the district having a true, aggregate
value of $ 2,000. Hancock Bank will make the contribution over a period of not more than 10 years.

Ted Musgrove agrees to make periodic donations of in-kind services to the district having a true,
aggregate value of § 2,000. Mr. Musgrove will make the contribution over a period of not more than
10 years.

Watkins & Young PLLC agreed to make two donations of cash to the district having a true
aggregate value of $ 5,500.

Wellness Works agreed to provide occupational services to the district, including employee
screening and other related health and risk management services. This pledge constitutes a
qualified contribution with a true aggregate value of $ 30,000. Wellness Works will provide services
valued at $ 3,000 per year for 10 years.

National Education Foundation, the owner of the cyberlearning.org website, which contains a series
of on-line and CD-Rom ¢ourses for use in elementary and secondary schoois. The contributor will
donate the licenses to the course having a fair market value equal to or greater than ten percent
{10%) of the amount of the QZAB loan proceeds. The Contributor will grant licenses for a period of
not less that twelve (12) months.

This agreement establishes a method of repayment for a qualified interest-free debl instrument.
The agreement requires the school district te deposit funds annuatly into a sinking fund account on
or before November 5 of each year. The amount on deposit at June 30, 2011 was $832,766. The
amount accumulaled in the sinking fund at the end of the ten-year period will be sufficient to retire
the debt.
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Pearl River County School District
Budgetary Comparison Scheduls
Genera! Fund

For the Year Ended June 30, 2014

Revenuves:
Local sources
State sources
Federal sources

Total Revenues

Expenditures:
Instruction
Support services
Naninsiructional senvices
Facilities acquisition ang conslruction
Debt service:
Cther
Total Expenditures

Excess {deficiency) of revenues
over expanditures

Othar Financing Sources (Uses)
Insurance loss recoverias
Sale of other praperty
Qperating transfers in
Operating transfers out

Total Other Financing Sources (Uses)

Nel change n fund balances
Fund Balances:
July 1, 2040
Prior Period Adjustments

July 1, 2010, as restated

June 30, 2011

The notes 1o the required supplementary Information are an integral panl of this statement

Schedule 4
Varlances
Budgeted Amounts Positive (Negative)
Actual Origlnal Final
Qriglnal Final __(GAAP Basis) to Final 1o Actual
5,328,179 5,452,793 5,452,793 124,614 -
13,375,111 12,502,497 12,502,497 (872,614) -
78,000 147,007 117,007 39,007 -
18,781,280 18,072,287 18,072,297 _(708,993)
11,594,270 ©.980,037 9,979 921 1,614,233 116
§,642,311 6,648,535 6,661,826 183,776 (13,291)
20 90 {50} -
13,291 {13,291} 13,281
5§50 850 (850) -
18,436,581 16,642,603 16,642,487 1,793,878 116
344 708 1,429,694 1,428,810 1,084 885 118
1,093,842 1,093,842 1,093,842
2,814,209 2,811,958 {2,250} {2,811,859)
{3,265,888) {3,168,881) {356.922) 97,007 2,811,958
{451,678} 736,920 736,920 1.188,599
{106,870} 2,166,614 2,166,730 2,273.584 118
3,775,000 7572044 5,425,870 3,797 044 {2,148,174)
{20,558) {20,559) {20,55%) .
3,775,000 7,551,485 5405311 3,776,485 {2.148,174)
3,668,030 3,718.099 7572041 €.050,06% {2.1468.058)




PEARL RIVER COUNTY SCHOOL DISTRICT
Budgetary Comparison Schedule

EHA Part 8 Fund

For the Year Ended June 30, 2011

Revenues:
Federal sources
Total Revenues
Expenditures:
Instruction
Support services
Total Expenditures
Excess (deficiency) of revenues
over expendifures

Net change in fund balances

Fund Balances:
July 1, 2010

June 30, 2011

Schedule 2
Variances
Budgeted Amounts Posltive (Negative)
Actual Criglnal Final
Original Final {GAAP Basls) to Final to Actual
560,000 578,113 578,113 18,113 -
560,000 578,113 578,113 18,113 -
383,613 288,840 288,840 74773 -
196,387 289,273 288,273 {92,886) -
560,000 578,113 578,113 {18,113) -

The notes 1o the required supplementary information are an integral part of this slatement.
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Budgetary Comparison Schedule

(1

(2)

Basis of Presentation.

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

Budget Amendments and Revisions.

The budget is adopted by the school board and filed with the taxing authority. Amendments can be
made on the approval of the school board. By siatute, final budget revisions must be approved on
or before October 15. A budgetary compariscn is presented for the General Fund and each major
Special Revenue Fund consistent with accounting principles generally accepted in the United
States of America.
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PEARL RIVER COUNTY SCHOOL DISTRICT
Schedula of Expendltures of Federal Awards
For the Year Ended June 30, 2011

Catalog of Fedaral
Domestic Agsistance
Federal Grantor f Pass-through Grantor f Program Title Number

U.5. Department of Agricutture
Passed - theough Mississipp: Deparimant of Education.

Child Mutrtion Cluster:
School breakfast program 10.553
Mational school lunch program 10.555

Tolal child nutrition cluster
Tolal U.5. Department of Agriculture

U.5. Department of Defense
Direct program:;
Reserve Officars’ Training Corps 12064
Total U.5. Departmernt of Defanse

Federal Communlcation Commisslon
Adrinistered through Universal Senvice Admmnstrative Company
The schools and librangs program of the universal service fund 32 XXX
Total Federal C ] jon C Issh

LS. Department of Education

Passed-through Mississipp! Depariment of Educalion:

Title | Cluster
Tiile | granis to local educalional agencies §4.010
Tile | grants to local educalional agencies - Recovery Act 84,389

Total Tite | chuster

Career and 1echnlcal educatfon - basic grants lo slales 84.048

Safe and drug-free schools and communities - state grants 84.186

Educatfon for homeless chitdran and youlh 84,196

Rural education 84,358

impreving leacher qualily - slale grants 54,367

Stale fiscal stabiiization fund - Education S1ate Grants - Recovery act 284,384
Total

Speclal educaton cluster:

Special education - grants to states 84.027
Speclal educalion - prezchosol grants 84 173
Special education - grants o states - Recovery Act 84.381
Spectal education - preschosd grants - Recovery Act B4 352

Total special egucalion clusler
Total Passed-through Mississippl Depariment of Educalion
Tatad U5, Department of Edvcation

U.S. Depaniment of Health and Human Services
Paszed-through the Mississipp Department of Educalion

Medical assistance program 93778
Total U.S. Depantment of Heaith and Human Services

Total for All Federal Awards

NOTES TO SCHEDULE

1) This schedule was prepared using the same basis of accounting and the same significant
accounlng policies, as applicable, used for lhe financial statemenls

2) The expenditure amounts include transfers oul

3} The pass-through entities did not assign identifying numbers to the schoo! district

Faderal
Expendltures

280,647
898,801

1,155,448

1,189,448

76,305
76,305

55,624
55,624

681,692
174,858
856,390

57,885
3.082
198
B3.000
250,266
991,879

2,242,713

585,873
44,230
438,810
15,501
1,005,414
3,338,127
3.338127

12,370
12,370

S 4,671,674
—_—
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PEARL RIVER COUNTY SCHOOL DISTRICT

Statement of Revenues, Expenditures and Changes in Fund Balances "UNAUDITED"
General Fund

Last Four Years

2011 2010* 2009* 2005~
Revenues:
Local sources $ 5,452,793 5,384 121 5,082,892 4,603,301
State sources 12,502 497 12,942,183 14,184,208 15,122,582
Federal sources 117,007 63,100 77.948 140,270
Total Revenues 18.072,287 18,389,414 19,345 046 19,866,153
Expenditures:
Instruction 0,979 921 10,764,889 12,560,557 12,204,495
Supper! services 6,661,826 6,743,640 7,146,700 6,511,300
Moninstructional servicas a0 22 852 58,429 17,603
Faciliies acquisilion and consiruction 1,740,865 438 894
Debt service:
Other 650
Total Expenditures 16,642,487 17,531,181 21,508,551 19,172,383
Excess (Deliciency) of Revenues
over Expandilures 1,429,810 858,233 {2,161,505) 893,770
Other Financing Sourcas {Uses):
Proceeds of loans 100,095
Insurance loss recoveries 1,093,842
Sale of transportation equipment 380
Sale of other property 280
Operaling transfers in 2,739,295 12,667 8,344
Other financing sources
Operating fransfers out (356,922) (3.114,391) (914,811) (1,303,494)
Payment 1o refunded bond escrow agenl {1,913)
Total Other Financing Sources {Uses) 736,820 {375,096) (802,502} {1,295,150)
Net Change in Fund Balances 2,166,730 483,137 {2,964,007) (601,380)
Fund Batances:
Fund balance, Juiy 1 5,425,870 4,842,733 7.892.021 8,494 181
Prior period adjustments {20,559 14,719 {780)
Fund balance, July 1, as restated 5405311 4,842,733 7,906,740 8,493,401
Residual gquity transfer in
Fund balance, June 30 3 7,572,041 5,425,870 4,842,733 7,892,021

*SOURCE - PRIOR YEAR AUDIT REFORTS



FEARL RIVER COUBNTY SCHOOL DISTRICT

Statement ol Revenues, Expenditures and Changes n Fund Balances "UNAUDITED”
All Governmental Funds
Last Four Years
2011 2010 2009* 2008"
Revenugs:
Local sources $ 6,548,443 6,471,388 6,295 469 5,983,287
State saurces 13,112,048 13,522,409 14 869,137 15,735,063
Federal sources 4,685,086 4,340,631 2,809,489 2,363,100
Sixiegnth seclion sources 77,727 204,060 115,498 96,679
Tolal Revenues 24,423,302 24 538,488 24,080,593 24,178,129
Expenditures:
tngiruction 13,263,449 13,819,287 14,474,989 13,918,218
Suppor services 7,724,071 7,689,048 8,412,944 8,058,803
Noninstructional services 1,271,702 1,304,313 1,460,727 1,298,842
Sixteenth seclion 67,420 51,776 28,660 13,630
Facililes acquisition and construction 1,740,865 662,080
Debt service:
Principal 673,340 558,782 690,000 588,000
Inlerest 204,595 227 965 245015 266,128
Other 21,335 3710 4,726 3,150
Total Expenditures 23,225,912 23,754,881 27,058,926 24,908 852
Excess (Deficiency) of Revenues
over Expenditures 1,187,390 783,607 {2,969,333) {730,723)
Other Financing Sources (Uses):
Proceeds of loans 100,095
Payment held by QZAB debt escrow agent 62,825 63,575 63575
Insurance recovery 1,083,842
Refunding bonds issued 1,592,000
Payment 1o refunged bond escrow agent {1,580,336)
Sale of iransportaiion equipment 380
Sale of other property 280
Operating transfers in 356,922 3,141,776 931,660 1,319,819
Olher financing sources 650 650
Qperaling {ransfers oul (356,922) {3,141,776) (931,660) {1,319,819)
Fayment to QZAB debt escrow agent (62,925) {62,925) {62,925}
Olher financing uses (1.113)
Total Olher Financing Sources [Uses) 1,106,156 650 100,282 850
Nel Change in Fund Balances 2,303,548 784,257 (2,869,041) (730,073)
Fund Balances
Fund balance, July 1 8,249,308 7,470,551 10,332,323 11,075,444
Prior period adjustments (20,559} (4,579} {1,100}
Fung balance, July 1, as restated 8,228 749 7,470,551 10,327,744 11,074,344
Increase (Decrease) in reserve for inventory 2,669 (5,500} 11,848 {11,948}
Fund batance, June 30 $ 10,534 964 8,249,308 7,470,551 10,332,323

*SOURCE - PRIOR YEAR AUDIT REPORTS
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McDaniel CPA Firm

Cerlified Public Accountant / Financial Consuitant

MEMBER

Scotty McDaniel, CPA
Mississippi Society
of Certified Public
Accountants

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

August 8, 2012

Superintendent and Schoo! Board
Pearl River County School District

We have audited the financial statements of the governmental aclivities, each major fund and the aggregate remaining
fund information of the Peart County School District as of and for the year ended June 30, 2011, which collectively
comprise the Pearl River County Scheol District’s basic financial statements and have issued our repart thereon dated
August 8, 2012. We conducted our audit in accordance with auditing standards generally accepted in the United States
of America and the standards applicable to financial audits contained in Govemnment Auditing Standards, issued by the
Comptroller General of the United States.

Internal Control Over Financial Reporting

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

financial reporting.

QOur consideration of internal contrel over financial reporting was for the limited purpose described in the preceding
paragraph and would not necessarily identify ali deficiencies in internal control over financial reporting that might be
significant deficiencies or material weaknesses. However, as discussed below, we identified a certain deficiency in the
internal control over financial reporting that we consider to be a significant deficiency.

A conlrof deficiency exists when the design or operation of a control dees not allow management or employees, in the
normal course of performing their assigned functions, to prevent or detect misstatements on a timely basis. A significant
deficiency is a control deficiency, or combination of control deficiencies, that adversely affecis the entity's ability to
initiate, authorize, record, process, or report financial data reliably in accordance with generally accepied accounting
principles such that there is more than a remote likelihood that a misstaternent of the entity’s financial statements that is
more than inconsequential will not be prevented or detected by the enlily’s internal control. We consider the deficiency
described in the accompanying schedule of findings and questioned cosis as Finding 2011-1 to be a significant
deficiency in intemal control over financial reporting.

130 Shadow Lake Orive - Hattiesburg, M3 39402
Tel - 601-296-1007 ¢ 501-408-0074
Fax: 601-736-0039
Email: meepafim@omail.com
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A material weakness is a significant deficiency, or combination of significant deficiencies, that results in more than a
remoie likelihood that a material misstatement of the financial statements will not be prevented or detected by the school
district's internal control.

Our consideration of internal control aver financial reporting was for the limited purpose described in the first paragraph of
this section and would not necessarily identify all deficiencies in the internal controf that might be 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 {he school district’s financial statements are free of material
misstatement, we performed tests of its compliance with certain provisions of laws, reguiations, contracis and grant
agreements, noncompliance with which could have a direct and material effect on ihe 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 nol express such an opinion. The results of our tests disclosed no instances of
noncompliance or other matters that are required to be reporled under Govemnment Auditing Standards.

The school district's response to the findings identified in my audit are described in the accompanying Auditee's
Corrective Action Plan. | did not audit the school district's response and, accordingly, | express no opinion on them.

This report is intended solely for the information and use of the school board and management, entifies 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. However, this report is 2 matter of public record and its distribution is not
limited.

WeDaniel CPA Firm
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McDaniel CPA Firm

Certified Public Accounlant / Finangla! Consultant

MEMBER
Scotty McDaniel, CRA
Mississippi Society
of Certified Public
Accountants

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

August 8, 2012

Superintendent and School Board
Pearl River County School Disirict

Compliance

We have audited the compliance of the Pearl River County School District with the types of compliance requirements
described in 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 Pearl River
County 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 faws, regulations,
contracts and grants applicable to each of its major federal programs is the responsibility of the school district’s
management. Our responsibility is to express an opinion on the school district’s compliance based on our audit.

We conducted our audit of compliance in accordance with auditing standards generally accepted in the United States of
America; the standards applicable to financial audits cortained in Govemment Auditing Standards, issued by the
Compiroller General of the United States; and OMB Circular A-133, Audits of Stafes, Local Govermments, 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 reguirements referred to above that
could have a direct and material effect on a major federal program occurred. An audit includes examiming, on a test
basiz, evidence about the school district's compliance with those requirements and performing such cther procedures as
we considered necessary in the circumstances. We believe thal our audit provides a reasonable basis for cur opinicn,
Our audit does not provide a legal determination on the school district’s compliance with those requirements.

In our opinion, Pearl River County School District complied, in all material respects, with {he requirements referred lo
above that could have a direct and maierial effect on each of its major federal programs for the year ended June 30,
2011,

130 Shadow Lake Drive - Hattiesburg, MS 39402
Tel . 601-288-1007 / 601-408-0074
Fax: 601-736-0039
Email: mecpafim@gmail.com
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Interrial Control Over Combpllance

Management of the Pear! River County School District is responsible for establishing and maintaining effective intemal
control over compliance with requirements of laws, regulations, contracts and grants applicable to federal programs. In
planning and performing our audit, we considered Pearl River County School District's internal control over compliance
with 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 1o test and report on internai conirol 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 fhe effectiveness of the
school district's internal control over compliance.

A deficiency in internal control over compliance exists when the design or operation of a control over compliance does
not allow management or employees, in the normal course of performing their assigned functions, to prevent or detect
and correct, noncompliance with a type of compliance requirement of a federal program on a timely basis. A material
weakness in internal control over compliance is a deficiency, or combination of deficiencies, in intemal 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.

Qur consideration of the internal control over compliance was for the limited purpose described in the first paragraph of
this seclion and was not designed to ideniify all deficiencies in the internal control over compliance that might be
deficiencies, significant deficiencies, or material weaknesses. We did not identify any deficiencies in intemal control over
compliance that we consider io 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 wilh accreditation overview, and federa) awarding agencies and pass-through entities and is not infended to be
and should not be used by anyone other than these specified parties

MeDanicl CPA Firm
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Scotty McDanigl, CPA
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INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE WITH STATE
LAWS AND REGULATIONS

August 8, 2012

Superiniendent and School Board
Pearl River County School District

We have audited the financial statements of the governmental activities, each major fund, and the aggregate remaining
fund information of the Pearl River County Scheol District as of and for the year ended June 30, 2011, which collectively
comprise Pearl River County School District's basic financial statements and have issued our report thereon dated
August 8, 2012, We conducted our audit in accordance with auditing standards generally accepted in the Uniled States
of America and the standards applicable to financial audits contained in Governmen{ Audifing 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 lhe Office of the State Auditor, we have
also performed procedures to test compliance with certain other state iaws and regulations. However, providing an
opinion on compflance with all state iaws and regulations was not an objective of our audit and, accardingly, we do not
express such an cpinion,

The results of our procedures performed to test compliance with the reguirements of Section 37-61-33(3)(a) (i), Miss.
Code Ann, {1972}, disclosed no instances of nencompliance. The district reported $ 4,928 of classroom supply funds
carried over from previous years.

Section 37-8-18(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 leve!
expenditure codes in expenditures by the school disirict.”

The results of our procedures performed to test compliance with the requirements of Section 37-8-18(3)(b}, Miss. Code
Ann. (1972), disclosed no instances of noncompiiance 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 wilth certain other state laws and regulations. However, providing an opinion on
compliance with all state laws and regulations was not an objective of our audit and, accordingly, we do not express such
an opinion

130 Shadow Lake Dnive - Hattiesburg, MS 39402
Tel - 601-298-1007 / 601-408-0074
Fax: 601-736-0038
Email. mecpafir@gmail.com
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The results of procedures performed to test compliance with certain other state laws and regulations and our audi 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, entiies with accreditation
overview, and federal awarding agencies and pass-through entities and is not intended to be and shouid not be used by
anyone other than these specified parties.

MeDaniel CPA Firm
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PEARL RIVER COUNTY SCHOOL DISTRICT
Schedule of Findings and Questioned Costs
For the Year Ended June 30, 2011

Section 1: Summary of Auditor's Results

Financial Statements:

1, Type of auditor's report issued:

2. Internal control over financial reporting:
a. Material weakness(es) identified?

b. Significant deficiency (ies) identified ?

3 Noncompliance material to financial statements noted?

Federal Awards:

4 Internal control over major programs:

a. Material weakness(es) identified?

b. Significant deficiency (ies) identified ?

ungualified

no

yes

no

na

none reporied

5. Type of auditor's report issued on compliance for major
federal programs: ungualified
6. Any audit findings disclosed that are reguired to be reported
in accordance with Section 510(a) of OMB Circular A-1337 no
7. identification of major programs:
CFDA Numbers Name of Federal Program or Cluster
10.553 Child Nuirition Cluster
10.555 Child Nutrition Cluster
84.394 ARRA - State Fiscal Stabilization - Education State Grants
84.367 improving teacher guality - state grants
8. Dollar threshold used to disfinguish between
type A and type B programs: $ 300,000
9. Auditee qualified as a low-risk auditee? no
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Section 2: Financial Statement Findings

Finding_2011-01

Per review of the distric's fixed asset records, there were 3 assets listed as active fixed assets that
were actually disposed of in prior years.

Criteria: The district should have a complete an accurate listing of current active fixed assets.
Cause: The districi is in the process of updaling their fixed asset listing.

Effect: The district does not have a complete and accurate fisting of fixed assets.
Recommendation: | recommend that the district implement procedures to update the fixed asset

lisiing of the district.

Section 3: Federal Award Findings and Questioned Cosls

The results of our tesis did not disclose any findings and guestioned costs relaled to the federal
awards.
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PEARL RIVER COUNTY DISTRICT
7441 Hwy 11
Carriere, MS 39426
Telephone: 601-798-7744
Fax: 601-798-3527

Auditee’s Corrective Action Plan

As reguired by Section __ .315(c) of OMB Circular A-133, the Pearl River County School District has
prepared and hereby submits the following corrective action plan for the findings included in the Schedule
of Findings and Questioned Costs for the year ended June 30, 2011.

Finding Comrective Action Plan Details
2011-1 a. Name of Contact Persons Responsible for Corrective Action:

Thomas Burleson, Director of Finance (601) 798-7744
b. Corrective Action Planned:

The district will continue to improve the reporting and accounting of the fixed
assets of the district.

c. Anticipated Completion Date: This is an on going process.
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