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Kimberly T. May, CPA, PLLC M 8 39130

(601) 573-2827

INDEPENDENT AUDITOR'S REPORT

Superintendent and School Board
Houston School District

Report on the Financial Statements

I have audited the accompanying financial slatements of the govemmental activities, each major fund, and the aggregate
remaining fund information of the Houslon School District as of and for the year ended June 30, 2014, and the related notes
to the financial statements, which collectively comprise tlhe Houston School District’s basic financial stalemenis as listed in

the table of contents,
Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial stalements in accordance with
accounting principles generally accepted in the United States of America; this includes the design, implementation, and
mainienance of inlernal control relevant to the preparation and fair preseniation of financial stalements (hat are free from
maierial misslatement, whether due (o fraud or error.

Auditor’s Responsibility

My respousibility is Lo express opinions on these financial slalements based on my audit. I conducted my audit in accordance
with auditing standards generally accepted in the Uniled States of America and the standards applicable te financial audits
contained in Government Auditing Standards, issued by the Compiroller General of (he United States. Those standards
require that I plan and perforin the audit to oblain reasonable assurance about whether the financial statements are free of

material misslalement.

An audit involves performing procedures to obtain audit evidence aboul the amouuts and disclosures in the financial
stalements. The procedures selected depend on the auditor’s judgment, including the assessinent of the risks of material
misstatement of the financial stalemcnts, whether due to frand or error. In making those risk assessments, the auditor
considers internal control relevant to the enlity’s preparation and fair presentation of the financial statements in order (o
design audit procedures that are appropriale in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the entity’s internal control. Accordingly, I express no such opinion. An andit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of significant accounting estimales made by management,
as well as evalvating the overall preseniation of the financial stalements.

1 believe that the audil evidence I have obtaiued is sufficient and appropriate to provide a basis for my audit opinions.
Opinions

In my opiniou, the financial statements referred to above present fairly, in all malerial respects, the respective financial
position of the governmental activities, cach major fund, and the aggregate remaining fund information of the Houston
School District, as of June 30, 2014, and the respective changes in financial position thereof for the year then ended in
accordancc with accounting principles generally accepled in the United Siales of America.

Other Matters

Regquired Supplementary Information

Accounting principles generally accepted in the United Slates of America require that the management’s discussion and
analysis and budgetary comparison information be presented to supplemeut the basic financial statements. Such information,
although not a part of the basic financial statements, is required by (he Governmental Accounting Standards Board, who
considers it 10 be an essential pant of financial reporling for placing the basic financial siatements in an appropriate
operalional, economic, or historical context. I have applied ccrtain liniiled procedures to the required supplemcntary
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infornation in accordance with auditing standards generally accepled in the United States of Aunerica, which consisted of
inquiries of management about the inethods of preparing the information and comparing the information for consistency with
management’s responses t¢ my inquiries, the basic financial statements, and other knowledge I obtained during my audit of
the basic financial stalements. I do not express an opinion or provide any assurance on the information because the limited
procedures do not provide me with sufficient evidence to express an opinion or provide any assurance.

QOther Information

My andil was couducted for the purpose of forming opirions on (he financial statemnents thal collectively comprise the
Houslon School District's basie finaneial statements. The accompanying Schedule of Expenditures of Federal Awards, as
required by the Office of Management and Budgel Circular A-133, Andits of Siates, Local Governments, and Non-Profit
Organizations (Circular A-133), the Schedule of Instructional, Adminisirative and Other Expenditures for Governmental
Funds, and the other information section, which includes the Statement of Revenues, Expenditures and Changes in Fund
Balances—General Fund, Last Four Years and the Statement of Revenues, Expenditures and Changes in Fund Balances—All
Governmental Funds, Last Four Years are presented for purposes of additional analysis and are nol a required parl of the
basic financial statements.

The accompanying Schedule of Expenditures of Federal Awards, as required by the Office of Managemenl and Budget
Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations (Circular A-133) and the Schedule of
Instructional, Administrative and Other Expeuditures for Governmental Funds, as required by the Mississippi State Aundilor’s
Office, are presented for purposes of additional analysis and are not a required part of the basic financial statements. This
information is the responsibility of management and was derived from and relates directly to the underlying acconnting and
other records used to prepare the financial statements. Such information has been subjccted to the auditing procedures applied
in the audit of the basic financial stalements and ceriain additional procedures, including comparing and recouciling such
information directly to the underiying accounting and other records used 1o prepare the basic financial statements or (o the
financial statements themselves, and other additional procedures in accordance with auditing standards geuerally accepted in
the Umited States of America. In my opimion, the accompanyiug supplementary information mentioned above is fairly stated
in all material respects in relation to the basic financial statements as a whole.

The other information section, which includes the Statemeni of Revenues, Expendilures 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, as required by the Mississippi Department of Education, has not been subjected to the
anditing procedures applied in the audit of the basic financial statements and, accordingly, I do nol express an opinion or
provide any assurance on il.

Other Reporting Required by Government Auditing Standards

In accordance with Gevernment Auditing Standards, 1 have also issued my report dated May 22, 2015, on my consideralion
of the Honston School District's internal control over financial reporting and on my tests of its compliance with certain
provisions of laws, regulations, contracts and grant agreements and other matters, The purpose of thal report is to describe
the scope of my testing of internal control over Anancial reporting and compliance and the resnlis of that testing. and not to
provide an opinion on internal control over financial reperting or on compliance, Thal repord is an inlegral part of an audi(
performed in accordance with Government Auditing Standards in considering Houslon Schoo! Districl's inlemal control over

financial reporiing and comnpliance.

Firbaadsy, Moy, 08, PULL

Madison, MS
May 22, 2015
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HOUSTON SCHOOL DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JUNE 30, 2014

The following discussion and analysis of Houston School District’s financial performance provides an overview of the School
District’s financial activilies for the year ended June 30, 2014. The intent of this discussion and analysis is to look at the School
District’s performance as a whole. Readers are encouraged to review the financial statements and the notes to the financial
staternents to enhance their understanding of the School District’s financial performance.

FINANCIAL BIGHLIGHTS

= Total net position for 2014 decreased $190,573, including a prior period adjustment of ($9,400}, which represents a 2%
decrease from fiscal year 2013. Total net position for 2013 increased $31,025, whieh represents a .4% increase from

fiscal year 2012.

s (General revenues amounted to $11,550,899 and $11,755,708, or 79% and 78% of all revcnues for fiscal years 2014 and
2013, respectively. Program specific revenues in the form of eharges for services and grants and contributions accounted
for $3,087,518, or 21% of total revenues for 2014, and $3,213,227, or 22% of total revenues for 2013,

s The District had $14,819,590 and $14,937,910 in expenses for fiscal years 2014 and 2013; only $3,087,518 for 2014 and
$3,213,227 for 2013 of these expenses was offset by program specifie charges for services, grants and contributions.
General revenues of $11,550,899 for 2014 were not adequate to provide for these programs and general revenues of
$11,755,708 for 2013 were adequate to provide for these programs.

*  Among major funds, the General Fund had $10,906,700 i revcnues and $11,245,600 in expenditures for 2014, and
$11,252,670 in revenues and $11.253,97] in expenditures in 2013. The General Fund’s fund balance decreased by
$258,451 from 2013 to 2014, and increased by $56,308, including a prior period adjustment of (§214) from 2012 to 2013,

= (Capital assets, net of accumulated depreeiation, decreased by $306,151 for 2014 and deereased by $297,984 for 2013. The
decrease for 2014 was due to the disposal of capital assets coupled with the increase in accumulated depreciation.

»  Long-term debl decreased by $376,912 for 2014 and decreased by $433,750 for 2013. This decrease for 2014 was due
primarily to the principal payments on outstanding long-term debt. The liability for compensated absences increased by
$2,870 for 2014 and decreased by $11,388 for 2013.

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis serves as an introduction to the District’s basic financial statements, whieh include government-wide
financial statements, fund financial statements, and notes to the financial statements. This report also eontains required
supplementary information, supplementary information, and other information.

Government-wide Financial Statements

The government-wide finaneial statements are designed to provide the reader with a broad overview of the District’s finances.
These statements consist of the Statement of Net Position and the Statement of Activities, which are prepared using the flow of
economic resourees measurement focus and the accrual basis of accounting. The current year's revenues and expenses are taken
into account regardiess of when eash is received or paid.

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

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

flows in future fiscal periods.

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

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

Governmental funds — Most of the Districi’s general activities are reported in its povenmental funds. Governmental
funds are used to account for essentially the same functions reported as governmental activities in the govemment-wide
financial statemcnts. However, governmental funds are accounted for using the modified accrual basis of accounting and
the flow of cumrent financial resources measurement focus. The approach focuses on near-term inflows and outflows of
spendable resources, as well as balances of spendable resources available at year end. The governmental fund 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 financial statements, it is useful to
compare the information presented for governmental funds with similar information presented for govemmental activities
in the govenment-wide financial statements. By doing so, the reader may gain a better understanding of the long-term
impact of the District’s near-term financing decisions. The governmental funds Balance Sheet is reconciled to the
Statement of Net Position, and the governmental funds Statement of Revenues, Expenditures, and Changes in Fund
Balances is reconciled to the Statement of Activities to facilitate this comparison between governmental funds and
governmental activities.

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

Fiduciary funds — Fiduciary funds are uscd to account for resources held for the benefit of parties outside the District.
Fiduciary funds are not reflected in the povemment-wide financial statements 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
school district is responsible for ensuring that the assets reported in these funds are used for their intcnded 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
(modified accrual basis of accounting) with government-wide financial statements {accrual basis of accounting). The following
summarizes the major differences between the lwo statements:;

Capital assets used m governmental activities are nol reporied on governmental funds financial statements.

Capilal outlay spending results in capital assets on government-widc financial statements, but is reported as expenditures
on the govermmental funds financial statements,

Bond and note procceds result in liabilities on government-widc financial statements, but are recorded as other financing
sources on the governmental funds financial statemcnts.

Certam other outflows represent either increases or decreases in liabilities on the govermment-wide financial stalements,
but are reported as expenditures on the governmental funds financial statements,

Noics to (he financial statements

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

Required Supplementary Information

In addition to the basic financial statements and accompanying notes, this report also presents budgetary comparison schedules as
required supplementary information. The District adopts an annual operating budget for all governmental funds. A budgetary
eomparison schedule has been provided for the General Fund and each additional major special revenue fund as required by the
Governmental Accounting Standards Board.



Supplementary Informeiion

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

Other Information

Although not a rcquired part of the basic financial statements, the Statement of Revenues, Expenditures and Changes in Fund
Balances—General Fund, Last Four Years and thc 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 position

Nct position may serve over lime as a useful indicator of the District’s financial position. Assets exceeded liabilities by $8,653,506
as of June 30, 2014,

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

Table 1 presents a summary of the Districl’s net position at June 30, 2014 and June 30, 2013,

Table 1
Condensed Statement of Net Position
Percentage
June 30, 2014 June 30, 2013 Change

Current assets b3 4,133,192 § 4,336,514 (4.69} %
Restricted assets 274,820 283,332 (3.00) %
Capital assets, net 6,956,307 7,262,458 (4.22) %

Total assets 11,364,319 11,882,304 (4.36) %
Current liabilities . 115,221 65,721 7532 %
Long-term debt outstanding 2,595,592 2,972,504 (12.68) %

Total liabilities 2,710,813 3,038,225 (10.78) %
Net position:
Net investment in capital assets 4,525,098 4,417,948 243 %
Restricted 426,469 421,232 1.24 %
Unrestricted 3,701,939 4,004,899 (7.56) %

Total net position $ 8,653,506 § 8,844,079 (2.15) %

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

= Decrease in net capital assets in the amount of $306,151.
=  The principal retirement of $426,746 of long-term debt.

Changes in net position

The District’s total revenues for the fiscal years ended June 30, 2014 and June 30, 2013 were 514,638,417 and $14,968,935,
respectively. The total cost of all programs and services was $14,819,590 for 2014 and $14,937,910 for 2013.

Table 2 presents a summary of the changes in net position for the fiscal years ended June 30, 2014 and June 30, 2013.



Table 2

Changes in Net Position

Year Ended Year Ended Percentage
June 30, 2014 June 30, 2013 Change
Revenues:

Program revenues:
Charges for services $ 569,867 $ 653,968 (12.86) %
Operaling grants and contributions 2,517,651 2,559,259 (1.63) %

General revenues:
Property laxes 2,499,473 2,326,702 743 %
Grants and contributions not restricted 9,044,705 9,411,058 (3.89) %
Inveslment carnings 6,721 17,948 (62.55) %
Total revenues 14,638,417 14,968,935 {2.21} %

Expenses:

Instruction 8,471,821 8,779,115 (3.50) %
Support scrvices 5,210,058 5,000,272 4.20 %
Non-instructional 1,039,848 1,047,312 (0.7) %
Interest on long-term liabilities 97,863 111,211 (12.00} %
Total expenses 14,819,590 14,937,910 (0.79) %%
Increase (Decrease) in net position (181,173) 31,025 (681.96) %
Net Position, July 1, as previously reported 8,844,079 8,813,054 035 %
Prior Period Adjustment (9,400} 0 N/A %
Net Position, Jnly 1, as restated 8,834,679 8,813,054 0.25 %
Net Position, June 30 5 8,653,506 & 8,844,079 (2.15) %

Governmental activities

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

Table 3
Net Cost of Governmental Activitics

Total Expenscs Percentage
2014 2013 Change
Instruction $ 8,471,821 % 8,779,115 (3.50) %
Support services 5,210,058 5,000,272 420 %
Non-instructional 1,039,848 1,047,312 (0.71) %
Interest on long-term liabilities 97,863 111,211 (12.00) %
Total expenses $ 14819590 § 14,937,910 0.79) %
Net (Expense) Revenue Pereentage
2014 2013 Change
Instruction L {7,151979) § (7,325,562) (2.37) %
Suppert services (4,621,401) (4,411,348) 476 %
Non-instructional 139,171 123,438 1275 %
Interest on long-term liabilities (97.863) (111,211) (12.00) %
Total net (cxpensc) revenue $  (1L,732,072) 5 (11,724,683) 0.06 %
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»  Net cost of governmenial activities ($11,732,072 for 2014 and $11,724,683 for 2013) was financed by general revenue,
which is primarily made up of property taxes (82,499,473 for 2014 and $2,326,702 for 2013) and state and federal
revenues {$9,044,705 for 2014 and $9,41 1,058 for 2013).

= Invesiment eamings amounted to $6,721for 2014 and $17,948 for 2013,
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 eurrent inflows, outflows and
balances of spendable resourees. Such information is useful in assessing the District’s financing requirements. In parlieular,
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 finaneial performanee 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 $4,327,555, a decrease of $265,844, which includes an increase in
mventory of $8,491. $3,591,934 or 83% of the fund balanee is unassigned, whieh 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, eommitted, or assigned to
specific purposes within the general fund. The remaining fund balance of $735,621 or 17% is either nonspendable, restricted,
committed or assigned to indicate that it is not available for spending excepl only for the purposes to which it is restricted,
committed or assigned.

The General Fund is the principal operating fund of the District, The deerease in fund balance m the General Fund for the fiscal
year was $258,451. The fund balance of Other Govemmental Funds showed a decrease in the amount of $7,393, which includes an
increase in reserve for inventory of $8,491. The increase (decrease) in the fund balances for the other major funds were as follows:

Major Fund Increase {Decrease)

Title I Basic Fund h) no increase or decrease

Title Il Fund no increase or decrease

Special Education Fund no increase or decrease
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.

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 funds is provided in this report as required supplementary information.

CAPITAL ASSETS AND DEBT ADMINISTRATION

Capital Assets, As of June 30, 2014, the District’s total capital assets were $13,587,943, including land, school buildings,
improvements other than buildings, buses, other school vehicles and furniture and equipment. This amount represents a decrease of
$110,279 from 2013. Total aceumulated depreciation as of June 30, 2014, was $6,63 1,636, and total depreciation expense for the
year was $303,802, resulting in total net eapital assets of $6,956,307.

Table 4
Capital Assets, Net of Accumulated Depreciation
Percentage
June 30, 2014 June 30, 2013 Change
Land b 198,441 § 198,441 0 %
Buildings 6,357,961 6,571,311 (3.25) %
Improvements other than buildings 82,944 90,484 (8.33) %
Mobile equipment 240,013 270,898 (11.40) %
Furniture and equipment 76,948 131,324 41.41) %
Total 3 6,956,307 S 7,262,458 (4.22) %
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Additional information on the District’s capital assets can be found in Note 5 included in this report.

Debt Administration. At June 30, 2014, the District had $2,595,592 in outstanding long-term debt, of which $455,431is due
within one year. The liability for eompensated absences increased $2,870 from the prior year.

Table 5
Qutstanding Long-Term Debt
Perceniage
June 30, 2014 June 30, 2013 Change
Limited obligation refunding bonds payable 1,175,000 1,435,000 (18.12) %
Certificates of pariicipation payable 236,209 309,510 (23.68) %
Three mill noies payable 1,020,000 1,100,000 7.27) %
Shortfall notes payable 46,964 13,445 24930 %
Compensated absences payable 117,419 114,549 251 %
Total 5 2,595592 § 2,972,504 (12.68) %

Additional information on the District’s long-term debt can be found in Note 6 included in this report.
CURRENT ISSUES
The Houston School District is financially stable. The District is proud of its community support of the public schools.

The Disiriet has committed itself to financial excellence for many years. The District’s system of financial planning, budgeting and
internal finaneial controls is well regarded. The Distriet 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 any questions about this report or need additional financial information, contact the Supetintendent’s Office of the

Houston School District, P.Q. Drawer 351, Houston, MS 38851.

!
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Houston School District
Statement of Net Position
June 30, 2014

Assels
Cash and cash equivalents
Due from other governmenis
Other receivables, nel
Inventories
Restricled assets (Note 4)
Non-depreciable capital asscts (Note 5)
Depreciable capilal assets, net (Note 5)

Tolal Assets
Liabilities
Accounts payable and accrued liabilities

Interest payable on long-lerm liabilities
Other payables

Long-lerm liabilities (Due within one year) (Note 6)
Capital related liabilities
Non-capital related liabilities

Long-term liabilities (Due beyond one year) (Nole 6)
Capilal related liabilities
Non-capital related liabilities

Total Liabilities
Net Position
Nel investinent in capilal assels
Restricted net position
Expendable
School-based activities
Debt service
Unemployment benefits
Unrestrieted

Tolal Net Position

The notes to the financial slatements are an integral part of this siatement.

15

Exhibit A

Govermmental
Aclivilies

$ 3,596,299
500,942

427

35,524
274,820
198,441
6,757,866

11,364,319

73,186
34,764
7,271

430,954
24,477

2,000,255
139,906

2,710,813

4,525,098

144,420
242,064
39,985
3,701,939

$ 8,653,506




Houston School District
Statement of Activilies

For the Year Ended June 30, 2014

Prograin Revenues

Exhibit B

Net (Expense) Revenue
and Changes in Net

Operating Posilion
Charges for Granls and Governmental
Functions / Programs Expenses Services Contributions Aclivities
Governmental Aetivilics
Instruction $ 8471821 308,402 1,011,440 (7,151,979)
Support services 5,210,058 56,104 532,553 (4,621,401)
Non-instrnctional 1,039,848 205,361 973,658 139,171
Interest on long-term liabilities 97,863 (97,863)
Total Governmenlal Activities 14,819,590 569,867 2,517,651 (11,732,072}
General Revenues
Taxes
General purpose levies 2,376,507
Debt purpose levies 122,966
Unrestricted grants and contributions
State 8,924.79]
Federal 119,914
Unrestricted investment earnings 6,721
Tolal General Revenues 11,550,899
Changes in Net Position (181,173)
Net Posilion - Beginning, as previously reported 8,844,079
Prior Period Adjustinents (Note 8) (9,400)
Net Position - Bcginning - as resiated 8,834,679
Ncl Position - Ending $ 8,653,506

The noles to the financial statements are an integral parl of this statement.
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Houston Schoo! District Exhibit C-1
Reconciliation of Governinental Funds Balanee Sheet to the Statement of Net Position
June 30, 2014
Amount
Total Fund Balance - Governinental Funds § 4,327,555
Amonnts reported for governmental aclivities in the Staternent of Net Position are
different becanse:
Capilat assets used in governmental activilies are not financial resonrces and
therefore are not reported in the funds:
Land 198,441
Buildings 11,251,321
Improvement other than buildings 188,506
Mobile equipment 1,366,166
Furniture and eqnipment 583,509
Accumulated depreciation (6,631,636) 6,956,307
Long-term liabilities and related accrued interest are not due and payable in the
current period and therefore are nol reported in the funds:
Limited obligation refunding bonds payable (1,175,000}
Certificates of participation payable (236,209)
Three mill notes payable (1,020,000)
Shortfall noles payable (46,964)
Compensated absences (117,419)
Accrued inlerest payable : (34,764) (2,630,356)

Total Net Position - Governmental Aclivities

The notes to the {inancial statements are an iniegral part of this statement.
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Houston School District

Reconciliation of the Governiunental Funds Stalement of Revenues, Expenditures
and Changes in Fund Balances (o the Statement of Aclivities

For the Year Ended June 30, 2014

Net Change iu Fund Balance - Governmental Funds

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

Governmental funds report capital outlay as expenditures. However, in the
Statement of Activitics, the cost of capilal assets is allocated over their
estimated useful lives as depreciation expense. [n Lhe current period, those
amounis are;

Capital outlay
Depreciation expense

In the Stalement of Activities, only the gain/loss on the sale of assets is
reported, while in the governmental funds, the proceeds from the sale increases
financial resources. Thus, the ehange in nel position differs from the change in
fund balance by the cost of the assel sold,

The issuance of long-term debt provides current financial resources to
governruental funds, while tire repayment of the principal of long~term debt
consumes the curreut financial resources of governmental funds. Neither
transaction, however, has any effect on net position. Also, governmental funds
report the effect of premiuins, discounts and the difference between the carrying
value of refunded debl and the acquisition cosl of refunded debt when deblt is
first issued. These amounts are deferred and amortized in the statement of
aclivities:

Notes issued

Payinents of debt prineipal
Accrued interest payable

Some ilems reported in the Statement of Activities do not provide or require the
use of current {inaucial resources and therefore are not reported as

revenues/expenditures in the governmental funds. These activilies include:

Change in compensated absences
Change in invenlory reserve

Changes in Net Position of Governmental Activities

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

Amount

$ (274,335)

7,196
(303,802) (296,606)
(145)
(46,964)
426,746
4,510 384,292
(2,870)
8,491 5,621

§ (8L173)



Houslon School District
Statemnent of Net Position - Fiduciary Funds
June 30, 2014

Assets
Cash and cash equivalents (Nole 2)

Total Asscts
Liabilities
Acconnls payable and accrued liabilities
Due io student clubs
Total Liabilities
Net Position
Reserved for endowments

Total Net Position

The noles to (he financial statements are an inlegral part of Lhis statement.
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Exhibil E
Private-Purpose Agency
Trust Funds Funds
$ 66,695 3 417,331
66,695 417,331
380,472
36,859
0 $ 417331
66,695
$ 66,695




Houston School District Exhibit F
Stalement of Changes in Fiduciary Net Posilion
For the Year Ended June 30, 2014

Private-Purpose

Trust Funds
Addilions
Interest on investments s 64
Total Additions oa
Deductions
Scholarships awarded : 1,000
Total Deductions 1,600
Changes in Nel Assets (936)
Net Position
July 1, 2013 67,631
June 30, 2014 $ 66695

The noles to the financial statements are an intcgral part of this statement.
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Houston School District
Notes o the Financial Stalements
For Year Ended June 30, 2014

Note 1 — Snmmary of Significant Accounting Policics

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

A

Financial Reporting Entity

As defined by accounting principles generally accepted in the United States of America, the school district is
considered an "other stand-alone government." The school district is a related organization of, but not a component
unit of, the city of Houston since the goveming anthority of the city selects a majority of the school district's board
bul does nol have financial accountability for the school districi.

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

Blended component unit

The Houston Leasing Authority (“the Authority”) as explained in the following paragraph is considered to be a
blended component unil as determined by Section 2100 of the Codification of Governmental Accounting and
Financial Reporting Standards and is included in the district’s reporting entity.

The Authority is govemed by a five member board which is appoinled by the school district’s governing board.
Although it is Jepally separate from the school district, it is reported as if it is parl of the primary government
because its sole purpose is to provide financing for the renovation, improvement, construction. and equipping of
certain school faciliies. Therefore, all of the Authority’s assets, liabilides, fund balances, revenues, expenditures
and other financing sources and uses have been included in the govermment-wide financial statements of the school

district (see Note 11).
Government-wide and Fund Financial Statements

Governmenl-wide Financial Slatements — The Statement of Nel Position and the Statement of Activities report
information on all of the non-fiduciary activities of the Distriet. For the most part, (he effect of inter-fund activity
has been removed from these statements. Governmental activitics, which normally are supported by tax and
intergovernmenial revenues, are reported separalely from business type activilies, which rely to a significant extent
on fces and charges for support.

The Statement of Net Position prescnts the District’s non-fiduciary assets and liabilities, with the difference reported
as nel position. Net position is reported in three categories:

1. Net investment in capilal assets consisis of capilal assels, net of accumulated depreciation, and reduced by
outstanding balances of bonds, notes and other debt atiributable lo the acquisition, construction or
improvement of those assets.

2. Restricled net posilion resulis when constrainis placed on nel position use are either externally imposed or
imposed by law through constitutional provisions or enabling legislation.

3. Unrestricted net posilion consists of nel position not meeting the definition of the two preceding categories.
Unrestricted nel position ofien has constraints on resources imposed by management which can be removed

or modified.
23



Houston School District
Notes to lhe Financial Siatements
For Year Ended June 30, 2014

The Statement of Activities demonstraics (he degree Lo which the direct expenses of a given function, or segment,
are offset by program revenues. Direcl expenses are those clearly identifiable with a specific function. Program
revenues include 1) charges to customers or applicanits who pnrchase, use, or directly benefit from goods, services,
or privileges provided by a given function and 2) granis, contributions and interest restricled to meeting the
operational or capital requirements of a particular functiou. Property taxes and other ilems not included among
program revenues are reported inslead as general revenues,

Fund Financial Suatements - Separate financial siatements are provided for goverminental and fiduciary funds, even
though the latter are excluded from (he govermnment-wide financial stateinents. Major individual governmental funds
are reported in sepamte columns in the fund (mancial staiements. All remaining governmental funds are aggregated
and reported as other governmental funds.

The scheol district reports the following major govermnental funds:

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

Tille I Basic Fund - This special revenue fund is federally funded and is used to provide supplemental funds o the
education program of the school district.

Tille II Fund - This special revenue fund is federally funded and is used Lo provide additional classroom teachers and
prolessional developmeut for leachers.

Special Education Fund - Tlis special revenue fund is federally funded and is used to acoouut for expenditurcs
associated with children with disabilities.

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

The school district also reports Aduciary funds which focus ou net position and changes in net position.
The District’s fiduciary funds include the following:

Payroll Clearing Fund - This fund is used as a clearing account for payroll and payroll related transactions.
Accounts Payable Clearing - This fund is used as a clearing account for non-payroll (ransactions.

Siudent Club Accounts - These funds are used (o account for the transaction of student clubs.
L. L. Robinson Trust Fund - These funds are used (o accoum for restricted contributions that are used to provide
scholarships (o studenls,

E. E. Davis Trust Fund - These funds are used to account for restricted contributious that are used to provide
scholarships to students.

Ethel Simpson Trust Fund - These funds are used to account for restricted contributions that are used to provide
scholarships to students. '

Joe Brigance Scholarship Fund - These funds are used to account for restricted contributions that are used to provide
scholarships to students.

Robert P Chase Scholarship Fund - These funds are used (o0 account for restricted contributions that are used to
provide scholarships to students.

Additonally, the school district reports the following fund types:

24




Houston School District
Notes to the Financial Staternents
For Ycar Ended June 30, 2014

GOVERNMENTAL FUNDS

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

Capital Projecis Funds - Capital Projects Funds are used to account for and report financial resources thal are
restricted, comrmilted, or assigued o expendilture for capital outlays, including the acquisition or consiruction of
capital facilities and other capilal assets.

Dcbt Service Funds - Debl Service Funds are used to account for and report financial resources thal are restricted,
committed, or assigned (o expendilure for principal and interest,

FIDUCIARY FUNDS

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

EOVErnmeEnts.

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

Measurement Focuy, Basis of Accounting, and Financial Statement Presentation

In the government-wide Statement of Nel Position and Statement of Aclivities, governmental activities are presented
using the economic resources measurement focus and the accrual basis of accounting, as are Lthe Fidueiary Fund
financial statements. Revennes are recorded when eamed, and expenses are recorded when a liability is incurred or
economic assel used, regardless of (he (iming of (he related cash flows. Grants and similar ilems are recognized as
revenue as soon as all eligibility requirements imposed by the provider have been met,

Governmental fund financial statements are reported using the ewsrent financial resources measurement focus and
the modified accrual basis of accounting. Revenues are recognized as soom as they are both measurable and
available. Measurable means knowing or being able to reasonably estimate (he amount. Revenues are considered to
be available when they are collectible within the current period or soon enough thereafier 1o pay liabililies of the
current period. For this purpose, the government considers revenues (o be available if they are collected within 60
days after year end. Expenditures (including capital outlay) are recorded when the relaied fund liability is incurred,
as under accrual accounting. However, debt service expenditures, as well as expenditures related to compensated
absences and judgments, are recorded only when payment is due.

Federal granls and assistance awards made on (he basis of enlitlement periods are recorded as receivables and
revenues when entitlement occurs. Federal reimbursement type grants are recorded as revenues wben ihe related
expenditures are recognized. Use of grant resources is conditioned wpon compliance with terms of the grant
agrecments and applicable federal regulations, which include subjecting granis to financial and compliance audits.

Property taxes, intergovernmental revennes (shared revenues, grants and reunbursements from other governments)
and interest associated with the eurrent fiscal period are all considered to be susceptible 10 accrual.

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

Capilal assel acquisilions are reported as expendilures in governmenial funds. Proceeds of general long-term debt
and acquisitions under capilal leases are reported as other financing sources.

Under the terms of grant agreements, the Districi funds certain programs by a combination of specific cost-
reimbursement grants and general revenues. Thus, when program expenses are incurred, there is both restricted and
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Houston School District
Notes to the Financial Statements
For Year Ended June 30, 2014

unresiricted net position available to finance the program. It is the District’s policy {o first apply cost-
reimbursemnent grant resources Lo such programs and then general revenues,

The effect of inter-fund activity has been eliminated from (he governmeni-wide statements.

Revenues from (he Mississippi Adeqnaie Edncalion Program are appropriated on a fiscal year basis and are recorded
al the tine the revenues are received froin the State of Mississippi.

The account classifications used in (he financial stalements confonn to (he broad classifications recommended in
Governmental Accounting, Auditing, and Financial Reporting, issued in 2012 by the Government Finance Officers
Association and are consistent with the broad classifications recommended in Firancial Accounting for Local and
State School Systems, 2003, issued by the U.S. Depariment of Education.

Encumbrances

An encumbrance system is maintained to account for commilmenis or assignmenis resulting from approved
purchase orders, work orders and contracts. However, Lhe school district attempts to liquidate all encumbrances at
year-end. Encumbrances oulstanding at year-end are nol reported within committed or assigned fund balances,

Assets, liabilities, and net position/fund balances
1. Cash, Cash equivalents and Investmenis
Cash and cash equivalents

The district’s cash and cash equivalents are considered to be cash on hand, demand deposits, and short-term
investments with original maturitics 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. Stale statules specify how
these depositories are 1o be sclected.

Investments

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

For accounting purposes, cerlificales of deposit are classified as investments if they have an original maturity
greater than three mon(hs when acquired.

Investments for the district, as well as for ils componenl units, are reported at fair market valuc,

2. Receivables and payables
Activilies between funds that are representative of lending/borrowing arrangements outstanding at (he end of
the fiscal year are referred to as either “due to/froin other funds” (i.e., the current portion of inler-fund loans)
or “advances to/from other funds”(i.¢. the non-current portion of inter-fund loans). All other outsianding
balances between funds are reporied as “due lo/from other funds.”

3. Due from Other Governments

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

4. Inventories and Prepaid Items

Donated commaodities are received from the USDA and are valued at USDA cost. Other inventories are
26



Houslon School District
Notes 1o the Financial Statemenis
For Year Ended June 30, 2014

valued at cost (calculated on the first-in, first-out basis). The cosls of governmental fund type inveniories are
reporied as expenditures when purchased.

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

Restricled Assels

Cenrtain resourccs sel aside for repayment of debt are classified as restricted assets on the Statement of Net
Posilion becanse their use is limiled by applicable debt statutes, e.g. Qualified Zone Academy Bond sinking
funds. Also, the nonexpendable portion of the Permanent Fund, if applicable, is classified as restricted assets
becanse the 16% Section Principal fund is not available for use by the district excepl as provided for under
state statute for loans from this fund.

Capital Assets

Capital assets include land, improvements to land, easements, water rights, timber rights, buildings, building
improvemenits, vehicles, machinery, equipment, works of arl and historical treasures, infrastructure, and all
other tangible or intangible assets that are used in operations and thal have initial useful lives extending
beyond a single reporting period. Capilal assels are reported in the applicable governmental or business type
activities cohunns in the government-wide Stalement of Net Posilion. Capital assets are recorded at historical
cost or estimated historical cost based on appraisals or deflated current replacement cost. Donated capital
assels are recorded at estimaled fair market value ai the date of donation. The cosis of normal maintenance
and repair that do not add to the value of the asset or materially extend asset lives are not capitalized. Capital
assets are defined by the District as assels with an initial, individual cost in excess of the thresholds in the
table below.

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

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

The following schedule details the capitalization thresholds:

Capitalization Estimated

Policy Useful Life
Land b 0 0
Buildings 50,000 40 years
Improvements other than bnildings 25,000 20 years
Mobile equipment 5,000 5-10 years
Fumiture and equipment 5,000 3-7 years

Compensated Absences

Employees of the sehool district accumulate sick leave al a minimum amount as required by stale law. A
greater amonnt may be provided by school district policy provided thal it does not exceed the provisions for
feave as provided in Scctious 25-3-93 and 25-3-95. Some employees are allowed personal leave and/or
vacation leave in accordance with school district policy. The district pays for unused leave for employees as
required by Section 37-7-307(5), Miss. Code Ann_ (1972).

The liability for these cornpensated absences is recorded as a long-term liability in the government-wide
statemenls. The current portion of this liability is estimated based on historical trends. In the fund financial
statements, governmental funds repor the liability for compensated absences from expendable available
financial resources only if the payable has matured, for example, an employee retires.
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Haustan School District
Notes (o the Financial Statements
For Year Ended June 30, 2014

Long-lenn Liabilities
In the poverniment-wide financial siatements, outstanding debt is reporied as liabilitics.

Fund Balances

Fund balance for governmental funds is reported in elassifications thal comprise a hierarchy based primarily
on the extent to which the government is bound to honor constraints on the specific purposes for which
amounts in those funds can be spent,

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

Noanspendable fund balance includes iteins that cannot be spent. This includes activity that is not in a
spendable form (invenlories, prepaid amounts, long-term porlion of loans/notes receivable, or property held
for resale unless the proceeds are restricted, comunitted, or assigned) and aclivity that is legally or
conlraciually required to remain intact, such as a principal balance in a permanent fund.

Restricted fund balance ineludes ainounts that have constraints placed upon the use of the resources either by
an external parly or imposed by law through a constitulional provision ar enabling legislation.

Committed fund balance includes amounts that can be used only for the specific purposes pursuant to
constrain(s imposed by a formal action of the School Board, the District’s highest level of decision-making
authority. This fonnal action is documented in the board minules of the school board. Currently there is no
committed fund balance for this school district.

Assigned fund balance includes amounts that are constrained by the District’s inlent o be used for a specific
purpose, but are neither restricted nor committed. For povernmental funds, other than the general fund, this is
the residual amount within the fund that is not restricled or committed. Assignments of fund balance are
created by the Superintendent and the Business Manager parsuant to authorization established by the School
Board.

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

When an expenditure/expense is incurred for purposes for which both restricted and unrestricted (connitted,
assigned, or unassigned) resources are available, it is the District’s general policy 1o use restricted resources
first. When expendihires/expenses are incarred for purposes for which unrestricted (committed, assigned, and
unassigned) resources are available, and amounts in any of these unrestricted classifieations could be used, it
is the District’s general policy to spend committed resources first, followed by assigned amounts, and then
unassigned amounts.

It is the policy of the School District to maintain a minimum fund balance in the General Fund that is not less
than $1,800,000.

Note 2 — Cash and Cash Equivalents and Investments

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

Deposits. The school board must advertise and aecept bids for deposilories no less than once every three years as required by
Section 37-7-333, Miss. Code Ann. (1972). The collateral pledged for the school district’s deposits m financial institutions is
held in the name of the State Treasurer under a program eslablished 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
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Houston Schoo! District
Notes Lo the Financial Statements
For Year Ended June 30, 2014

adminisiered by the Slate Treasurer. Financial institutions holding deposits of public funds must pledge securilies as
collateral against those deposits. ITu the event of failure of a financial instilution, securities pledged by thal institulion would
be liquidated by the State Treasurer to replace the public deposits not covered by the Federal Deposit Insurance Corporation,

Investments. Section 29-3-113 and 37-59-43, Miss, Code Ann. (1972), authorizes the schocl board (o invest excess funds in
the types of investments authorized by Section 27-105-33(d) and (e), Miss. Code Ann. (1972). This section permits the
following types of iuvestments: (a) cerlificates of deposit or interest bearing accounts with qualified stale depositories; (b)
direct United Slates Treasury obligations; (¢) United States Government agency, Uniled Staies Government instruinentality
or United States Government sponsored enterprise obligations, nol to exceed fifty percent of all monies invested with
maturities of thirty days or longer ; (d) direci security repurchase agreements and reverse direcl securily repurchase
agreements of any federal book entry of only those securities enumerated in (b) and (c) above; (¢) direct obligations issued by
the United States of Amenca thal are deemed (o include securities of, or other inlerests in, any open-end or closed-end
management lype investment comnpany or investment trust approved by the State Treasurer and the Executive Director of the
Department of Finance and Administratiou, nol to exceed (wenty percent of invested excess funds. Invesiment income on
boud Funds (Capital Projects), bond sinking funds (Debt Service Fuonds) and sixteenth section principal funds (Permanent
Funds) must be credited Lo those funds. Investment incomc of $100 or more of any fund must be credited to that fund.
Investment income of less than $100 can be credited (o the General Fund.

Cash and Cash Equivalents

The carrying amount of the school district's deposits with financial instilutions reported in the governmental funds and
fiduciary funds was $3,865,402 and $484,026, respectively.

Custodial Credit Risk - Deposits. Custodial credit risk is defined as the risk that, in the evenl of the failure of a financial
institution, the district will not be able lo recover deposits or collateral securities that are in (he possession of an outside party.
The district does not have a deposit policy for custodial credit risk. However, the Mississippi State Treasurer manages thai
risk on behalf of the district. Deposits above FDIC coverage are collateralized by the pledging financial institution’s trust
department or agent in the name of the Mississippi State Treasurer on behalf of the district.

Invesuments

As of June 30, 2014, the district had the following invesiments.
Maturities
Inwestmeni Type Rating {in years) Fair Value

Federated US Treasury Securities 3 5,717

Interest Rate Risk. The district does not have a formal investinent policy that limits investmeni inaturities as a means of
managing its exposure to fair valve losses arising fromn increasing interest rates.

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

addresses credit risk.
Custodial Credit Risk - Investments. Custodial credit risk is defined as the risk that, in the event of the failure of the
counterparty, the district will not be able to recover the value of its investments or collateral securities that are in the

possession of an outside parly. The district does not have a formal investment policy that addresses custodial credit risk. As
of June 30, 2014, the district did not have any investments 1o which this would apply.

Note 3 — Inter-fund Receivables, Payables and Transfers

The following is a summary of inter-fund transactions and balances:
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A Due From/To Other Funds
Receivable Fund Payable Fund Amount
General Fund Majdr Fund - Title I Basic Fund $ 79,798
Major Fund - Title 1T Fund 20,015
Major Fund - Special Education Fund 37,311
Other gowernmental funds 8,095
Other governmental funds Geperal Fund 1,940
Total b 147,159

The purpose of the more significant inter-fund loans was to eliminate deficil cash balances in cerlain federal
programs as part of the normal year end closing adjustments

B. Inter-fund Transfers

Transfers Cut Transfers In Amount
General Fund Other governmental funds b3 19.003
Major Fund - Title [ Basic Fund General Fund 4614
Major Fund - Special Education Fund General Fund 4270
Other governmental funds Gengral Fund 43,904

Other governmental funds 1,532
Total $ 73,323

The transfer out of the General Fund was for the purpose of funding unemployment compensation and the
vocalional program in the Other Governmental Funds The transfer to the General Fund from Other Governmental
Funds was for indirect costs and to fund the Solar Car activities. The transfers from the Major Funds Lo the
General Fund were indirect costs.

Note 4 — Restrieted Assels

The restricted assets represent the cash and invesiment balances, lolaling $269,103 and $5,717, respectively, which are
legally restricted (i.e., Debt Service Finds and similar type funds) and may not be used for purposes that support the district’s

Programs.
Note 5§ — Capital Assets

- The following is a summary of changes in capital assels for governmental activities:
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Batance Balance
7/1/2013 Increases Decrcascs  Adjustmenls  6/30/2014
Governmental Activilies:
Non-depreciable capital assets:

Land $ 198 441 198,441
Total non-depreciable capital assets 198,441 0 0 0 198,441
Depreciable capital assels:

Buildings 11,251,32] 11,251,321

Improvements olher than buildings 188,506 188,506

Mobile cquipment 1,366,166 1,366,166

Fumilure and equipment 693 788 7,196 (14,496) (102.979) 583,509
Total depreciablc capital assets 13,499,781 7,196 (14,496) (102,979 13,389,502
Less accumulated depreciation for:

Buildings 4,680,010 213,350 4,893,360

Improvements other than buildings 98,022 7,540 105,562

Mobilc equipmeni 1,095,268 30,885 1,126,153

Furniture and equipment 562 464 52,027 (14,351) (93,579 506,561
Total accumulated depreciation 6,435,764 303,802 (14,351) (93,579 6,631,636
Total depreciable capital assets, net 7,064,017 (296.606) (145) (9,400) 6,757 866
Governmental activitics capital assels, nel 3 7,262,458 (296 ,606) (145) (9,400) 6,956,307

Depreciation expense was charged 1o the following povernmental functions:
Amount
Governmental activities:
Instruction . g 225077
Support services 78,725
Total depreciation expense - Governmental aclivilies 5 303,802
Note 6 — Long-term Liabilities
The following is a summary of changes in long-term liabilities and other obligations for governmental activities:
Amounts
Balmce Ralance duc within
7/1/2013 Additions Reductions 6/30/2014 one year
A. Limited obligation refunding bonds payable 1,435,000 260,000 1,175,000 270,000
B. Centificates of participation payable 309510 73301 236,209 75,954
C. Three mill notes paysblc 1,100,000 80,000 1,020,000 85,000
D. Shortfall notes paysble 13,445 46,964 13,445 46,964 15,083
E. Compensated absences payable 114,549 2870 117419 9394
Total § 2,972,504 49 834 426,746 2,595,592 455431

A Limited obligation refunding bonds payable

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

3!



Houston School Districl
Notes (o the Financial Stalemenis
For Year Ended June 30, 2014

Interest Malturity Amount Amount
Description Rate  lssue Date Date Issued  Quistanding
Limited obligation
refunding bonds, 2009 28 B/172009  2/1/2018 § 2,268,000 1,175,000

The following is a schedule by years of the lotal paymenits due on (his debt:

Year Ending

June 30 Principal Inierest Tonal
2015 $ 270,000 33,604 303,604
2016 275,000 25,884 300,884
2017 285,000 18,018 303018
2018 345,000 9.867 354,867
Tolal $ 1,175000 87373 1,262,373

This debt will be retired froimn the MAEP Retirement Fund (Debt Service Fund).

The state aid capital improvement bonds are secured by an imevocable pledge of certain revenues the district
receives from the State of Mississippi pursuant to the Mississippi Accountability and Adequate Education Program
Act, Sections 37-151-1 through 37-151-7, Miss. Code Ann. {1972). The state aid capilal imnprovement bonds are not

included in the computation of the debt limit pereentage.

Certificates of participation payable

As more fully explained in Note 11, certificates of participation have been issved by the school district. Certificates

of pariicipation currently outstanding are as follows:

Interest Maturity Amount Amount
Description Rate Issue Date Date Issued Outstanding
Certificates of
participation, 2005 3.62 8/15/2005 6/1/2017 § 800,000 236,209

The following is a schedule by years of the (olal payments due on (lnis debt:

Year Ending

June 30 Principal Interest Total
2015 h) 75,954 8551 84 505
2016 78,703 5,801 84,504
2017 81,552 2,952 84,504
Total $ 236,209 17,304 253,513

This debt will be retired from the General Fund and the EEF Building and Bus Fund {Special Revenne Fund). The
Certificates of Participation are secured, in pari, by an irrevocable pledge of cerlain revenues the district receives

from the State of Mississippi pursuant 37-61-33, Miss. Code Ann. (1972).
Three mill notes payable

Debt currenily outstanding is as follows:
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Interest Maturity Amount Amount
Description Ralc  Issuc Date Date Issued _Outstanding

Three mill notes, 2003B  4.0-4.8  9/1/2003  8/1/2023 § 1,300,000 1,020,000

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

Year Ending

June 30 Principal Interest Total
2015 b3 85,000 44 460 129,460
2016 85,000 40,911 125,911
2017 90,000 37,192 127,192
2018 95,000 19,190 114,190
2019 100,000 28,900 128,900
2020 -2024 565,000 70,020 635,020
Total $ 1,020,000 240,673 1,260673

This debt will be retired from the Three Mill Note Fund (Debt Service Fund).
D. Shortfall notes payable

Debt currently oulsianding is as follows:

Interest Maturity Amount Amount
Description Rate  Issue Date Date Issued Quistanding
Shortfall notes, 2013 375 8/22/2013 8/22/2016 § 46,964 46,964

The following is a schednle by years of the total payments due on Lhis debt:

Year Ending

June 30 Principal Interest Total
2015 3 15,083 1,716 16,799
2016 15,649 1,196 16,845
2017 16,232 610 16,842
Total 3 46,964 3,522 50,486

This debt will be retired from the Shortfall 2013 Fund (Debt Service Fund).
E. Compensated absences payable

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

Note 7 — Defined Benefit Pension Plan

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

Funding Policy. PERS members are required to coniribute 9.00% of their annual covered salary, and the school district is
required to contribute at an actuarially deteninined rate. The employer’s raie as of June 30, 2014 was 15.75% of annual
covered payroll. The contribution requireinents 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 (he fiscal years ending
June 30, 2014, 2013 and 2012 were $1,229,003, $1,156,109 and $1,029,200, respectively, which equaled the required
contributions for each year.

Note 8 — Prior Period Adjustments
A summary of significant Net Position/Fund Balance adjustments is as follows:

Exhibil B - Statement of Aclivities

Explanation Amonnt

Adjustments to capital assets b (9,400)

Notc 9 — Contingencies
Federal Grants - The school district has received federal prants for specific purposes that are subject to audit by the grantor
agencies. Entilleinents to these resources are generally conditional upon compliance with the terms and conditions of the

granl agreements and applicable federal regulations, including the expenditure of resources for allowable pnrposes. = Any
disallowances resulling from he granior audit mmay become a liability of the school district.

Note 10 — Risk Management

The school district is exposed to various risks of loss related to torts; theft of, damage 1o and destruction of assels; errors and
omissions; injuries to employees; and natural disasters. The district cammies commercial insurance for these risks. Settled
claims resulting from these insured risks have uot exceeded commercial insurance coverage in any of the past three fiscal

years,
Note 11 — Trust Certificates

A lrust agreemeni dated August 15, 2005, was executed by and between the school district and First Security Bank, as
trusiees.

The trust agreement anthorized the issuance of trust certificates in the principal amount of $800,000. Approximalely
$800,000 was used to provide financing for (he construction and renovation of school buildings and related facilities and

equipment (the "project").

The project is leased to the school district in accordance with (he provisions of the Emergency School Leasing Authority Act
as described in Section 37-7-351, et seq., Miss. Code Ann. (1972). The lease represenis a capital lease under which
ownership of the project will transfer to the school district upon complele retirement of Lhe trusl certificates. The school
district is obligated to make lease payments to the trustee in an amount equal to the debl service requirements for the trust
certificates. The lease rental payments by the school district are used by the trustee to pay the principal and interest payments
due on the (rust certificates.

It is not anticipated the project will have sufficient value to satisfy (he certificaies in the evenl Lhe school district defaults
under (he Jease; therefore, the source of payment of the centificales is the responsibility of the school disirict See Note 6 for
details regarding the debt service requirement on (he trust certificales.

Using (he guidance provided in Section 2100 of the Codification of Governmental Accounting and Financial Reporting
Standards dealing with defining the reporting entity, the trust accounts created by this trust agreement were dcemed to
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constitute an inseparable part of the school district. Therefore, the assets, liabilities, fund balances, reveuues, expenditures
and other financing sources/uses of the trust accounts created by Lhis trust agreement are part of the school district's financial
statements, thereby eliminating the effects of the lease agreeinent for financial reporting purposes.

Note 12 - Subsequent Events

Evenis that occur after the Stalement of Net Position date bul before the financial statements are available 10 be issued inust
be evaluated for recognition or disclosure. The effects of subsequent events that provide evidence about conditions that
existed at the Statement of Net Position date are recognized iu the accompanying financial statements. Subsequent events
which provide evidence aboul conditions that existed afier the Statement of Net Position date require disclosure in the
accompanying uotcs. Management of the School District evaluated the activity of the district through May 22, 2015 and
determined that no subsequent event(s) have occurred requiring disclosure in the notes to the financial statements.

Note 13 — Economic Dependency

The school district is significantly economically dependent on an ad valorem tax payer. In the event of a loss of these ad
valorem taxes, which makes up approximatcly 28% of the district’s ad valorem taxes, the district would encounter an

economic hardship.

35



This page left blank intentionally.
36



REQUIRED SUPPLEMENTARY INFORMATION

37



This page left blank inlentionally.
Kk



Houslon School District

For the Year Ended June 30, 2014

Revenues
Local sources
State sources
Federal sources

- - l

l Total Revenues

Expenditures
Instruction
l Support services
Debt service
Principal

l Interest

Total Expenditures

l Excess {Deficiency) of Revenues
Over Expenditures

Proceeds of loans

Insurance loss recoveries

Sale of transportation equipment
Operating transfers in
Operaling transfers out

Other financing uses

l Total Other Financing Sources (Uses)

l Other Financing Sources (Uses)

Net Change in Fund Balances

Fund Balances
July 1, 2013

l June 30, 2014

Budgetary Comparison Schedule for the General Fund

Vanances
Posiuve (Negalive)

Budgeted Amounts Actual Onginal Final
Original Final  (GAAP Basis} to Final to Actual

§ 2,805,250 2,747,470 2,747,470 (57,780) 0
8,001,859 8,073,584 8,073,584 71,725 0
90,800 85,646 85,646 (3,154) 0
10,897,909 10,906,700 10,906,700 8,791 0
7,066,860 6,854,736 6,854,736 212,124 0
5,016,330 4,374,768 4374768 641,562 0
4,892 4,892 4892 0 0
11,204 11,204 11,204 0 0
12,099,286 11,245,600 11,245.600 853,686 0
(1,201,377) (338,900) (338,900) 862,477 0
46,964 46,964 46,964 0 0
200 0 0 (200) 0

200 4] 0 (200} 0
73,385 66,629 52,788 (6,756) (13.841)
(17,000) (32,844) (19,003) (15,844) 13,841
(300) (300) (300) 0 0
103,449 80,449 80,449 (23,000) 0

(258.451)
4,124.773

$§ 33866322

The notes to the required supplementary information are an integral part of (his schedule,
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Variances
Posilive (Negative)
Budgeted Amounts Actual Original Final
Original Final (GAAP Basis) 1o Final 1o Actual
Revenues
Federal sources 3 632617 580,616 580616 (52,001) 0
Total Revenues 632,617 580616 580,616 (52,001) 0
Expenditures
Instruction 465,979 422,221 422,221 - 43,758 0
Support services 149,456 145,200 145,200 4,256 ¢
Nominstructional services 12,062 8,581 8,581 3,481 0
Total Expenditures 627,497 576,002 576,002 51,495 0
Excess (Delicieney) of Revenues
Over Expenditures 5,120 4614 4,614 (506) 0
Other Financing Sources (Uses)
Operating transfers out (5,120) (4,614) 4.614) 506 0
Total Other Financing Sources (Uses) (5,120} (4,614) (4,614) 506 0
Net Change in Fund Balances 0
Fund Balances
July 1, 2013 0
June 30, 2014 5 0

The notes to the required supplementary information are an integral part of this sehedule.
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For the Year Ended June 30, 2014

Revenues
Federal sources

l Total Revenues
Expenditures

Instruction
Support services

Total Expenditures

Excess (Deficiency) of Revenues
Over Expenditures

Total Other Financing Scurces (Uses)
Net Change in Fund Balances

Fund Balances
July 1, 2013

June 30, 2014

Budgetary Comparison Schedule for the Major Special Revenue Fund - Title Il Fund

Varlances
Positive (Negative)

Budgeted Amounls Actual Onginal Final
Original Final  (GAAP Basis) to Final to Actual
107,870 98,767 98,767 (9,103) 0
107,870 98,767 98,767 (9,103) 0
105,738 97,892 97,892 7,846 0
2,132 875 875 1,257 0
107,870 98,767 98,767 9,103 0
0 0 0 0 0
0 0 0 0 0

0

0

=0

The notes to the required supplementary informatiou are an integral part of this schedule.



Housten Scheol Dhstrict

Budgetary Comparison Schedule for the Major Speeial Revenue Fund - Special Educalion Fund

For the Year Ended June 30, 2014

Revenues
Federal sources

Total Revenues

Expenditures
Instruetion
Support services
Noninstructional services

Totat Expenditures

Excess (Deficiency) of Revenues
Over Expenditures

Other Financing Sources (Uses)
Operating transfers out

Total Other Financmg Sources (Uses)
Net Change in Fund Balances
Fund Balances

July 1, 2013
June 30, 2014

Variances
Positive (Negalive)

Budgeted Amounts Actual Onginal Final
Original Final _ (GAAP Basis) {o Final to Aclual
382,946 356,094 156,094 (26.852) 0
382,946 356,094 356,094 (26,852) 0
102,039 91,230 91,230 10,809 0
275,561 259,961 239,961 15,600 0
700 633 633 67 0
378,300 351,824 351,824 26,476 0
4,646 4270 4,270 (376) 0
(4,645) (4,270) (4,270) 375 0
(4,645) (4,270) 4.270) 375 0

0

0

=O

The noles Lo the required supplementary information are an integral part of this schedule.
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Basis of Presentation.

The Budgetary Comparisou Schedules present the original legally adopted budget, the final legally adopted budget,
the actoal datz on the GAAP basis, variances belween the original budgel and the final budget and variances
between the final budget and the actual data.

Budget Amendments and Revisions.

The budget is adopted by Lhe school board and filed with the taxing authority. Amendinents can be made on the
approval of the school board. By statute, final budget revisions must be approved on or before October 15 following
the end of the fiscal year. A budgelary comparison is presented for the general fund and cach inajor special revenue
fund on the same basis of acconn(ing as the budget which is consistent with accounting principles generally accepted
in the United States of America.
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Houston School District
Schedule of Expenditures of Federal Awards
For the Year Ended June 30, 20t4

Federal Grantor/ Catalog of
Pass-through Grantor/ Federal Domestic Federal
Program Title Assistance No. Fxpenditures
Passed-through Mississippi Departmen! of Education:
Child nutrition cluster:
School breakfast program 10.553 $ 310,790
National school lunch program 10.555 867,076
Tolal child nutrition cluster 1,177,866
Tolal U.S. Department of Agriculture 1,177 866
Federal Communications Commission
Adininistered through the Universal Service Administrative Company:
The school and libraries program of the universal service find 3200 25,592
Tolal Federal Communications Commission 25,592
U.S. Department of Education
Direcl programs:
Passed-through Mississippi Department of Education:
Title I - grants to local educational ageneies 84.010 591,164
Career and technical education - basic grants to slates 84.048 24,760
Rural education 84.358 33,259
English language acquisition grants 84.365 14,451
Improving teacher quality - slate grants 84.367 98,767
Total 762,401
Special education cluster:
Special educalion - grants lo states 84.027 356,094
Special edueation - preschool grants 84.173 14,369
Total special education cluster 370,463
Total passed-through Mississippi Department of Education 1,132,864
Total U.S. Department of Education 1,132,864
Other Fedeml Assislance
Direct Program:
Appatachian Regional Commission ARC Grant 23.001 34,268
Total Corporation for National and Communily Service 34,268
Total for All Federal Awards £ 2370,59%0

NOTES TO SCHEDULE

1. This schedule was prepared using the same basis of accounting and the same significant accounting policies,

applicable, used for the basic financial statements.
2. The expenditure amounts include transfers out.

3. The pass-through entities did not assign identifying numbers to the school district.



Houston School District
Schedule of Instructional, Admunistrative and Other Expenditures - Governmental Funds
For the Year Ended June 30, 2014

Instruction aud
Other Student
Instructional General School
Expenditures Tolal Expenditures Administrative Administration Other
Salaries and fringe benefits $ 10,994 485 8,272,323 673,767 796,582 1,251,813
Other 3,964,127 1,371,457 251,263 15,412 2,325,995
Total 14,958,612 9,643,780 925,030 811,994 3,577,808
Total number of students 1,693
Cosl per student 5 8,836 5,696 546 480 2,113

Noles to the schedule.

Instruction and Other Student Instructional Expenditures - includes the activities dealing directly with the inleraction between
teachers and siudents. Included here are the activities of 1eachers, teachers aides or classroom assistants of any type.

Genceral Administration - includes expenditures for the following functions: Support Scrvices - Gencral Administration and
Support Services - Business.

School Administration - inclndes expenditures for the following function: Support Services - School Administration.
Other - includes all expendilure functions not included in Instruction or Adminisiration Calegories.
Total number of students - the ADA report submission for month 9, which is (he final submnission for (he school year,
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Houston Schoel District

General Fund
Last Four Years

Revenues
Local sources
State sources
Federal sources

Total Revenues
Expenditures

Instruction
I Support services

Debt service
Priucipal
Interest

I Total Expenditures
I Excess (Deficiency) of Revenues Over Expenditures
Other Financing Sources (Uses)

Proceeds of loans

Operating transfers in

Other financing sources

Operating Lransfers out

Other financing uses

Total Other Financing Sources (Uses)
Net Change in Fund Balances
Fund Balances

July 1, as previously reported

Prior period adjustments
July 1, as restated

June 30

=+

Source - Prior year audil reports.

Statement of Revenues, Expenditures and Changes in Fund Balances

UNAUDITED
2014 2013% 2012*% 2011%
$ 2,747,470 2,668,646 2,476,201 2,210,070
8,073,584 8,490,713 8,502,816 8,509,095
85,646 93,311 111,089 76,562
10,906,700 11,252,670 11,090,106 10,795,727
6,854,736 7,153,387 7,084,105 6,129,445
4,374,768 4,084,491 3,958,330 3,493 536
4,892 2,329 16,096 16,096
11,204 13,764 0 0
11,245,600 11,253,971 11,058,531 9,639,077
(338,900) (1,301) 31,575 1,156,650
46,964 0 0 38,591
52,788 56,062 29,586 70,428
0 7,019 0 0
(19,003) (4,958) (8,174) (547,582)
(300) (300) (2,153) 0
80,449 57.823 19,259 (438,563)
(258,451) 56,522 50,834 718,087
4,124,773 4,068,465 4,017,631 3,299,544
0 214) 0 0
4,124,773 4,068,251 4,017,631 3,299,544
S 3,866,322 4,124,773 4,068 465 4,017,631
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Houston School District
Suateinent of Revenues, Expenditures and Changes in Fund Balances
All Governmental Funds
Last Four Years

Revenues

Local sources
State sources
Federal sources

Tolal Revenues

Expendilures

Instruction
Support services
Noninstructional services
Facilities acquisition and construction
Debt service
Principal
Inlerest
Other

Total Expenditures

Excess (Deficiency) of Revenues Over Expendilures

Other Financing Sources (Uses)

Proceeds of loans
Operating transfers in
Other financing sources
Operating transfers oul
Other financing uses

Total Other Financing Sources (Uses)

Net Changc in Fund Balances

Fund Balances

™

July 1
Increase (Decrease) in reserve for inventory

June 30

Source - Prior year audit reports.

UNAUDITED
2014 2013% 2012* 2011*
$ 3075844 3,000,227 2,918,612 3,003,776
9,347,376 9,705,952 9.721,497 9,214,539
2,215,197 2,264,595 2,825,494 3,181,499
14,638 417 14,970,774 15,465,603 15,399,814
8,246,744 8,535,951 8,831,730 8,530,232
5,134,410 4,956,840 4,910,089 4,354,370
1,048,339 1,045,768 1,051,777 1,038,527
0 0 40,456 661,279
426,746 422,362 422,994 702,050
100,678 114,728 128,850 150,727
1,695 1,250 1,000 5735
14,958,612 15,076,899 15,386,896 15,442,920
(320,195) (106,125) 78,707 (43,106)
46,964 0 0 38,591
73,323 97,945 37,760 618,010
0 7,019 0 0
(73,323) (97,945) (37,760) (618,010)
(1,104) (8,858) (3,706) (1,863)
45 860 (1,839) (3.706) 36,728
{274,335) (107,964) 75,001 (6,378)
4,593,399 4,702,907 4,631,477 4,630,492
8,491 (1,544) (3,571) 7,363
$ 4,327,555 4,593,399 4,702,907 4,631,477
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Kimber ly .M (ly ’ CP A: PLLC i&?cii?oi iﬁllg%guu

(601) 573-2827

INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON
COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Independent Auditor’s Report

Superiniendent and School Board
Houston School District

I have audiled, in accordance with (he auditing standards generally accepled in the United States of America and (he
standards applicable to financial audits contained in Government Auditing Standards issued by the Comptroller General of
the Uniled States, the financial slatements of the governmental activilies, each major fund, and the aggregate remaining fund
information of Houston School District, as of and for the year ended June 30, 2014, and the related notes to the financial
statements, which collectively comprise Houston School District’s basic financial statements, and have issued my report
thereon dated May 22, 2015,

Internal Control QOver Financial Reporting

In planning and performing my audit of the financial statements, I considered Houston School District’s internal controt over
financial reporting (internal control) to determine the audit procedures thal are appropnate in the circumstances for the
purpose of expressing 1y opinions on the financial stalements, but not for the purpose of expressing an opinion on the
effectiveness of Houston School District’s inlernal control. Accordingly, I do not express an opinion on the effectiveness of
Houston School District’s internal control.

A deficiency in internal control exists when the design or operalion of a control does nol allow management or employees, in
the normal course of performing (heir assigned functions, 1o prevent, or detect and correct, misstatements on a timely basis. A
material weakness is a deficiency, or a combination of deficiencies, in internal control, such that there is a reasonable
possibility that a material misstatement of the entity’s financial statements will not be prevented, or detected and correcied on
a timely basis. A significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less severe
than a material weakness, yel important enongh to merit attention by those charped with governance,

My consideration of intemal control was for the linited purpose described in the first paragraph of this section and was not
designed to identify all deficiencies in intemal control that might be material weaknesses or significan deficiencies and
therefore, malerial weaknesses or significant deficiencies may exist that were not identified. Given these limitations, during
my audit 1 did not identify any deficiencies in internal control that I consider 10 be material weaknesses. However, material
weaknesses may exist that have not been idcntified. I did identify a certaiu deficiency in intemal control, described in the ac-
companying Schedule of Findings and Questioned Costs that I consider to be a significant deficiency. [2014-01]

Compliance and Other Matters

As part of obtaining reasonable assurance aboul whether Houston School District’s financial statemeuls are free from
material misstatement, I performed Lesls of ils compliance with certain provisions of laws, regulations, contracts, and grant
agreements, noncompliance with which could have a direct and material effect on the determination of financial statement
amounts. However, providing an opinion on cowmpliance with those provisions was nol an objective of my aundii, and
accordingly, I do not express such an opinion. The resnlts of my tests disclosed no instances of noncompliance or other
matters that are required to be reported under Government Auditing Standards.

Houston School District’s Response to Findings
Houston School District’s response (o the finding identified in my audit is described in the accompanying Auditee’s

Corrective Action Plan. Houston School Districl’s response was not subjected to the auditing procedures applied iu the andit
of the financial siatements and, aecordingly, I express no opinion on it.

55



Purpose of this Report

The purpose of this report is solely (o describe the scope of my lesting of intenal control and compliance and the results of
tha! testing, and nol o provide an opinion on the effectiveness of the enlity’s internal control or on compliance. This report is
an integral part of an audi( perforined in accordance with Gevernment Auditing Standards in considering (he entily’s internal
control and compliance, Accordingly, this communication is not suitable for any other purpose.

Firmbaslsy, 3oy, 1A, PULL

Madison, MS
May 22, 2015
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Kimberly T. May, CPA, PLLC Matison, MS 39130

(601) 573-2827

INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE FOR EACH MAJOR FEDERAL PROGRAM AND
REPORT ON INTERNAL CONTROL OVER COMPLIANCE

Independent Audilor's Report

Superintendent and School Board
Houston School District

Report on Compliance for Each Major Federal Program

I have audited Housion School District’s compliance with the types of compliance requireinents described in (the OMB
Circular A-133 Complionce Supplement (hat could have a direct and malerial effect on each of Houston School District’s
major federal programs for the year ended June 30, 2014. Houston 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.

Management’s Responsibility

Management is responsible for comnpliance with (he requirements of laws, regulations, contracts, and graats applicable 10 its
federal programs.

Auditor’s Responsibility

My responsibility is to express an opinion on compliance for each of Houston School District’s major federal programs based
on my audit of the types of comnpliance requirements referred (0 above. I conducted my audit of compliance in accordance
with andiling standards generally accepted in the United Slates of Anerica; the standards applicable to financial audits
conlained in Government Auditing Standards, issued by the Comptroller General of the United States; and OMB Circular A-
133, Audits of States, Local Governments, and Non-Profit Organizations. Those slandards and OMB Circular A-133 require
that I plan and perform the audit to oblain reasonable assurance about whether noncompliance with the types of compliance
requirements referred to above that could have a dircel and material effect on a major federal program occurred. An audit
includes examining, on a test basis, evidence about Houston School District’s compliance with those requirements and
performing such other procedures as I considered necessary in the circumstances.

I believe that my audit provides a reasonable basis for my opinion on compliance for each major federal prograin. However,
my audit does not provide a legal determination of Houston School District’s compliance.

Opinion on Each Major Federal Program

In my opinion, Houslon School District complied. in all material respects, with the fypes of compliance requirements referred
to above that could have a direct and material effect on each of its major federal programs for the ycar ended June 30, 2014,

Report on Internal Control Over Compliance

Management of Houston School District is responsible for establishing and maintaining effective internal control over
compliance wilh (he types of compliance requirements referred to above. In planning and performing my audit of
compliance, 1 considered Houston School District’s internal conirol over compliance with the types of requirements that
could have a direct and material effect on each major federal programn (o determine the auditing procedures that are
appropriate in the circumstances for the purpose of expressing an opiuion on compliance for each major federal program and
to test and report on internal control over compliance in accordance with OMB Circular A-133, but not for (he purpose of
expressing an opinion on the effectiveness of intemal control over compliance. Accordingly, I do not express an opinion on
the effectiveness of Houslon School District’s internal control over compliance.

A deficiency in internol 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 preveut, 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 inlernal control over compliance, such
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that there is a reasonable possibility (hat material noncompliance with a type of compliance requirement of a federal program
will not be prevented, or delected and correcled, on a (unely basis. A significant deficiency in iniernal canirol over
compliance is a deficiency, or a combination of deficiencies, in internal control over compliance with a type of compliance
requirement of a federal program (hat is less severe than a malerial weakness in intemal control over compliance, yet
important encugh to merit atiention by those charged with governance.

My consideration of intemal conirol over compliance was for the limited purpose described in the first paragraph of this
section and was nol designed to identify all deficiencies in internal control over compliance thal might be material
weaknesses or significant dcficiencies. I did not identify any deficiencies in mieral conirot over compliance that I consider
to be material weaknesses. However, malerial weaknesses may exist that have not been identified.

The purpose of this report on internal control over compliance is solely (o describe the scope of my testing of intemnal control
over compliance and the results of (hat testing based on the reqnirements of OMB Circular A-133. Accordingly, this report is

ntot suitable for any other purpose.

M &W‘)o..,,. CoR, PuLL

Madison, MS
May 22, 2015
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INDEPENDENT AUDITOR’S REPORT
ON COMPLIANCE WITH STATE LAWS AND REGULATIONS
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Kimber{V T. M(ly, CPA, PLLC iigdil::rtﬂggwwo

(601) 573-2827

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

Superintendent and School Board
Housion School District

I have audited the financial statements of the governmental activilies, each mnajor fund, and the aggregale remaining fund
information of the Houston School District as of and for the year ended June 30, 2014, which collectively comprise Houston
School District’s basic financfal statements and have issued my report thereon daled May 22, 2015. I conducted my andit in
acocordance wilh audiling standards generally accepted in the United States of Ainerica and the siandards applicable 1o
financial audits contained in Government Auditing Standards, issued by the Complroller General of the Uniled States.

Section 37-9-18(3)(a), Miss. Code Ann. (1972), stales in panl, “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 siate legal compliance andil program prescribed by the Office of the State Auditor, I have also
performed procedures to test compliance with cerlain other state laws and regulations. However, providing an opinion on
compliance with all state laws and regulalions was not an objective of iny andit and, accordingly, I do not express such an
opinion.

The results of my procedures performed to test compliance with the requirernents of Section 37-61-33(3)(a)iii), Miss. Code
Ann {1972), disclosed no inslances of noncompliance. The district reported $-0- of classroom supply funds carried over
from previous years.

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

The results of my procedures performed (o lest compliance with the requirements of Section 37-9-18(3)(b), Miss. Code Ann.
(1972), disclosed no instances of noucompliance related (o incorrect or inappropriate functional level expenditure coding.

As required by the stale legal compliance audil program prescribed by the Office of the State Auditor, ] have also performed
procedures to test compliance with certain other state laws and regulations. However, providiug an opinion on compliance
with all state laws and regulations was uot an objective of my audit and, accordingly, I do not express such an opinion.

The results of procedures performed to test compliance with certain other state laws and regulations and my audit of the
financial statements did ot disclose any instances of noncompliance with other stale laws and regulations.

This report is intended solely for the information and use of the school board and management, entities with accreditation

overview, federal awarding agencies, the Office of the State Audilor and pass-through entities and is not intended to be and
should not be used by anyone other than these specified parties.

M .)‘IY)oa.', PR, PLLL

Madison, MS
May 22, 2015
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SCHEDULE OF FINDINGS AND QUESTIONED COSTS

63



This page left blank intentionally.
64



Houston School Disirict
Schedule of Findings and Questioned Costs
June 30, 2014

Section I Summary of Auditor's Resulis

10

Financial Statements:

Type of auditor’s report issued on the basic financial statements:

Noncompliance material 1o the basic financial stateinents noled?

Internal control over financial reporting:

a. Material weaknesses identified?

b. Significant deficiency identified that are not considered 10 be malerial weaknesses?
Federal Awards:

Type of auditor’s report issued on compliance for major federal prograins:

Internal control over major programs:

a, Material weaknesses identified?

b. Significant deficiency identified that are nol considcred (0 be material weaknesses?

Any audit finding(s) disclosed thal are required 1o be reported in accordance with
Section 510(a) of Circular A-1337

Federal program identified as major program:

a. Child nutrition cluster

CFDA #: 10,553
CFDA #: 10.555
b. Special education clusier
CFDA #: 84.027
CFDA#: 84.173

The dollar threshold used to distinguish between type A and type B programs:
Auditee qualified as a low-risk auditee?
Prior fiscal year audit findings and questioned costs relative to federal awards which

would require the auditee Lo prepare a summary schedule of prior audit findings as
discussed m Section ____.315(b) of OMB Circular A-1337

Section II: Financial Statement Findings

Significant deficiency identified thal was not considered to be material weakness.

Finding 2014-01

CONDITION: The business manager initiates, prepares, approves and enters all journal entries to correct, post, or
otherwise cause the proper stalement of the account balances and/or classes of transactions. The business manager

also reconciles the district banks accounts.

CRITERIA: An appropriately and properly designed system of accounting controls would have these duties

segregated to the greatest extent possible.

Unmodified

No

No
Yes

Unmodified

No
None Reported

No

$300,000

No

No

CAUSE OF CONDITION: The cause of this condition is an inadequalely designed system of accounting controls.

EFFECT OF CONDITION: This condition could lead to errors being made and those errors not being prevented or

delected.

RECOMMENDATION: It is recoinmended that the duties of the business manager relating to journal entries and

bank account reconciliations be segregated Lo the greatest extent possible,
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Houston School District
Schedule of Findings and Questioned Costs
June 30, 2014

Sectign II1; Federal Award Findings and Questioned Costs

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

!
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AUDITEE’S CORRECTIVE ACTION PLAN
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HoOUSTON SCHOOL DISTRICT

WILLLAM STEPHEN COKER, SUPERINTENDENT ___ Homaof
=S NN G
International Solar Car
Racing Champion

May 18, 2015

As required by Section 315(c) of OMB Circular A-133, the Houston 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, 2014.

Finding 2014-01

Corrective Action Plan

a. Contact person responsible for corrective action: Sarah Juckes

b. Description of correction action to be taken: Due to the limited staff in the central office, it will
not be possible to segregate these duties to satisfy this finding.

c. Anticipated completion date of corrective action: N/A

Sincerely,

Superintendent of Education

P. O. DRAWER 351 HOUSTON, MISSISSIPPI 38851 TELEPHONE 662-456-3332 FACSIMILE 662-456-5259
Thwt Hiowsion School District doss nea diseriminaee an the basis of sex, tace, colas, handicap, or National Origin - An Equal Opportunity employer.
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