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

February 10, 2012

Superintendent and School Beard
Stone County Schoot District

We have audited the accompanying financial statements of the governmental activities, each major fund, and the
aggregate remaining fund information of the Stone County School District as of and for the year ended June 30, 2010,
which collactively comprise the Stone County School District's basic financial statements as listed in the table of
contents. These financial statements are the responsibiiity of the Stone County Schoo! District's management. Our
responsibility is fo express opinicns on these financial siatements based ¢n our audit.

We conducted our audit in accordance with auditing standards generally accepted in the Uniied States of America and
the standards applicable to financial audits contained in Govemment Auditing Standards, issued by the Compitroller
General of the United States. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstaternent. An audit includes examining, on a
test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significant estimates made by management, as well as evaluating the
overall financial statement presentation. We believe that our audit provides a reasonable basis for our opinions.

In cur opinion, the financial statements referred to above present fairly, in all material respects, the respective financial
position of the governmential activities, each major fund, and the aggregate remaining fund information of the Stone
County School District, as of June 30, 2010, and the respective changes in fnancial position, thereof for the year then
ended in conformity with accounting principies generally accepted in the United Staies of America.

n accordance with Governmant Auditing Standards, we have also issued our report dated February 10, 2012, on our
consideration of the Stone County School District’s intemal control over financial reporting and our tests of its compliance
with certain provisions of laws, regulations, contracts and grant agreements and other matters. The purpose of that
report is fo describe the scope of our testing of intemnal control over financial reporting and compliance and the results of
that testing, and not to provide an opiniori on the intemal control over financial reporting or on compliance. That reportis
an integral parl of an audi! performed in accordance with Government Auditing Standards and should be considered in

assessing the results of our audit.

130 Shadow Lake Drive - Hatfiesburg, MS 35402
Tel : 801-296-1007 / 501-408-0074
Fax: 601-735-0038
Email: mecpafimi@gmail.com



The Management's Discussion and Analysis on pages {3} through (11) and the Budgetary Comparison Schedules and
corresponding notes on pages (36) through (40) are not a required part of the basic financia! statements but are
supplementary information required by the Govemmental Accounting Standards Board. Ve have applied certain
limited procedures, which consisted principally of inquiries of management regarding the methods of measurement and
presentation of the required supplemental information. However, we did not audit the information and express no opinion
on it

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise the
Stone Counily Schoot District's basic financial staiements. The accompanying Schedule of Expenditures of Federal
Awards is presented for purposes of additional analysis as required by U.S. Office of Management and Budget Circular
A-133, Audits of States, Local Govemments and Non-Profit Organizations, and is not a required part of the basic financial
statements, in addition, the Schedule of Instructional, Administrative and Other Expenditures — Governmentat Funds is
presented for purposes of additional analysis and is not a required par of the basic financial statements. Such
information has been subjected to the auditing procedures applied in the audit of the basic financial statements and, in
our opinicn, is fairly stated, in all material respects, in relation fo the basic financial statements taken as a whole.

The other supplemental information section, which includes the Statemeni 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 Governmenial Funds, Last Four Years, is presented for purposes of additional analysis as required by the
Mississippi Department of Educafion and is not & required pari of the basic financial statements. Such information has
not been subjected to the auditing procedures applied in the audit of the basic financial statements and, accordingly, we
express no opinion on it

WHDaniel (ZPrE Finm
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STONE COUNTY SCHOOL DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JUNE 30, 2010

The discussion and anatysis of the Stone County School District’s financial performance
provides an overall narrative review of the School District’s financial activities for the year
ended Jupe 30, 2010. The intent of this discussion and analysis is to look at the School District’s
performance as a whole; readers should also review the notes to the basic financial statements
aod the financial statements to enhance their understanding of the School District’s financial
performance. Information contained in this section is qualified by the more detailed information
contained elsewhere in this district’s financial statements, notes to financial statements and any
accompanying materials. To the extent this discussion contains any forward-looking statements
of the District's plans, objectives, expectations and prospects, the actual results could differ
materially from those discussed herein.

FINANCIAL HIGHLIGHTS

. Total net assets for 2010 decreased $1,409,738, including a prior period adjustment of
(§70,177) which represents 11.42% decrease from fiscal year 2009. Total net assets for
2009 decreased $135,552, which represents 1.09% decrease from fiscal year 2008.

' General revenues amounted to $17,998,277 and $18,524,206, or 78.23% and 79.16% of
all revenues for fiscal years 2010 and 2009, respectively. Program specific revenues in
the form of charges for services and grants and contributions accounted for $5,007,286 or
21.77% of total revenues for 2010, and $4,877,213 or 20.84% of total revenues for 2009.

The District had $24,345,124 and $23,536,97]1 in expenses for fiscal years 2010 and
2009; only $5,007,286 for 2010 and $4,877,213 for 2009 of these expenses were offset
by program specific charges for services, grants and contributions. General revenues of
$17,998,277 for 2010 and $18,524,206 for 2009 were not adequate to provide for these
programs.

. Among major funds, the General Fund had $16,610,994 in revenues and $17,813,418 in
expenditures for 2010 and $17,636,639 in revenues and $18,624,120 in expenditures in
2009. The General Fund’s fund balance decreased by $1,587,618 from 2009 to 2010 and
decreased $799,092 from 2008 to 2009,

Capital assets, net of accumulated depreciation, decreased by $263,093 for 2010 and
increased $169,160 for 2009. Tbe decrease is due to the Increase in accumulated

depreciation.

Long-term debt decreased by $351,355 for 2010 and decreased by $§197,903 for 2009,

This decrease was due to the principal payments on outstanding long-term debt. In
addition, the liability for compensated absences decreased by $1,682 for 2010 and

increased by $3,416 for 20089.



OVYERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis is intended to serve as an introduction to the District’s basic
financial statements. The District’s basic financial statements comprise three components: 1)
government-wide financial statements, 2) fund financial statements, and 3) notes to the firancial
statements. This report also contains other supplemental information in addition to the basic
financial statements themselves. '

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

The statement of net assets presents information on all the District’s assets and liabilities, with
the difference between the two reported as net assets. Over time, increases or decreases in net
assets may serve as a useful indicator of whether the financial position of the District is

improving or deteriorating.

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

cash flows in future fiscal years.

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

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

funds and fiduciary funds.

Governmental funds. Governmental funds are used to account for essentially the same
functions reported as govemmental activides in the govemment-wide financial
statements. However, unlike the government-wide financial statements, governmental
fund financial statements focus on current spendable resources, as well as on balances of
spendable resources available at the end of the fiscal year. Such information may be
usefil in evaluating the Distrnict’s current financing requirements. Governmental Funds
are reported using modified accrnal accounting. This method of accounting measures




cash and other assets that can be easily converted to cash, The Governmental Funds
Statements provide a detailed short-term view of the school district’s operations.

Because the focus of govemmental funds is narrower that that of the govemment-wide
financial statements, it 1s useful to compare the information presented for governmental
funds with similar information presented for govermmental activities in the government-
wide financial statements. By doing so, readers may better understand the long-term
impact of the District’s current financing decisions. The governmental fund’s balance
sheet is reconciled to the statement of net assets, and the governmental fund’s statement
of revenues, expenditures, and changes in fund balances is reconciled o the statement of
activities to facilitate this comparison between governmental funds and governmental
activities. ' :

The District maintains individual governmental funds in accordance with the Firancial
Accounting Manual for Mississippi Public School Districts. Information is presented
separately in the governmental fund’s balance sheet and in the governmental fund’s
statement of revenues, expenditures, and changes in fund balances for all major funds.
All other non-major funds are combined together and presented in these reports as other
governmental funds.

Fiduciary funds. Fiduciary funds are used to account for resources held for the benefit
of parties outside the District. Fiduciary funds are not reflected in the government-wide
financial statements because resources of those funds are not available to support the
Daistrict’s own programs. The accrual basis of accounting 15 used for fiduciary funds. The
school district is responsible for ensuring that the assets reported in these funds are used
for their intended purpose.

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

Other information. In addition to the basic financial statements and accompanying notes, this
report also presents certain required supplementary information concerning the District’s budget
Process.

The District adopts an annual operating budget for all governmental funds. A budgetary
comparison schedule has been provided for the General Fund and each additiopal special
revenue major fund.

Additionally, a schedule of expenditures of federal awards as required by OMB Circular A-133
and a schedule of instructional, administrative and other expenditures for governmental funds

can be found in this report.



Also, included in the other supplemental information section are 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. This information is presented for purposes of additional analysis as required by the
Mississippi Department of Education and is not a required part of the basic financial statements.

GOVERNMENT-WIDE FINANCIAL ANALYSIS

Net assets, Net assets may serve over time as a useful indicator of government’s financial
position. In the case of the District, assets exceeded liabilities by $10,935,256 as of June 30,

201

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

Table 1 presents a summary of the District’s net assets at June 30, 2010 and June 30, 2009.

Table 1
Condensed Statement of Net Assets
Net Assets Percentage
June 30, 2010 June 30, 2009 Change

Current Assets 4,857 450 6,483,588 -23.54%
Resfricted Assets 349,513 321,014 8.868%
Capital Assets, Net 7,940,499 8,203,592 -2.21%
Total Assets 13,247 462 15,008,204 -11.73%
Current Liabilities 80,065 58,032 3.50%
Long-term debi outstanding 2,252,141 2,605,178 -13.55%
Total Liahilities 2,312,206 2,663,210 -13.18%

Net Asseis:

Invested in capital assets, net of

related debt 6,050,675 5,062,412 1.48%
Restricted 1,887,420 1,747,082 8.02%
Unrestricted 2,997,161 4,635,500 -35.34%
Total Net Assets 10,835,256 12,344 954 -11.42%

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

Decrease in net capital assets in the amount of $263,093



The principal retirement of $ 351,355 of long-term debt.

* Changes in net assets. The District’s total revenues for the fiscal years ended June 30,
2010 and June 30, 2009 were § 23,005,563 and $23,401,419, respectively. The total cost
of all programs and services was $24,345,124 for 2010 and $23,536,971 for 2009. Table 2
presents a summary of the changes in net assets for the fiscal years ended June 30, 2010

and June 30, 2009.
Table 2 ~ Changes in Net Assets
Year Ended Year Ended Percentage
June 30, 2010 June 30, 2008 Change
Revenues;
Program Revenues:
Charges for Services 3 855,392 $ 1,504,541 -43,15%
Operating grants and contribuiions 4,151,894 3,372,672 23.10%
General revenues:
Property faxes 4 757 774 4 456,741 6.75%
Grants and cantributions nat restricted 12,747,832 13,812,219 -171%
Other 482 871 255,246 93.10%
Total revenues 23,005,563 23,401,419 -1.69%
Expenses:
Instruction 13,821,754 13,368,186 3.39%
Suppon Services 8,711,085 8,305,231 4.89%
Non-instructional 1,808,427 1,640,340 -1.85%
Sixteenth Secfion 118,350 132,218 9.73%
Inlerest and other expense
on long-term liablities 84.528 90,995 7A1%
Total expenses 24,345,124 23,536,971 3.43%
Increase (Decrease} in net assets (1,339,561) (135.552) -888.23%
Net Assets, Julyl 12,344,994 12,480,546 -1.08%
Priar period adjustment (70177} -
Net Assets, July 1 - Restated 12,274,817 12,480,545 -1.65%
Net Assets, June 30 $ 10,935,256 $ 12,344,994 -11.42%

Governmental activities. The following table presents the cost of five major District functional
activities: instruction, support services, non-instructional, sixteenth section, and interest on long-
term debt. The table also shows each functional activity’s 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 Goveramental Activities

Total Expenses

Percentage
2010 2009 Change
Instruction $ 13,821,754 $ 13,368,186 3.39%
Support Services 8,711,065 8,305,231 4.89%
Non-instructional 1,808,427 1,640,340 -1.95%
Sbaeenth section 118,350 132,218 -8.73%
Interest and other expenses
on long-term liabilifies 84,528 90,2896 741%
Total expenses % 24,345,124 % 23,536,971 3.43%
Net (Expense) Revenue
Percentage
2010 2009 Change
Instruction $  (12,052,075) 3 (11,631,985) 3.61%
Support Services {7,067 ,599) (7.239,361) -2.37%
Non-instructional {14,288) {158,815) -31.06%
Sbaeenth section (119,350) 452,399 -125.81%
interest and other expenses
on tong-term liabilities (B4,528) (90,996) -7.91%
Total net {expense) revenue % {19,337.838B) 3 {18,6568,758) 3.83%

. Net cost of governmental activities ($19,337,838 and $18,659,758) was financed by
general revenue, which is made up of primarily property taxes of ($4,757,774 for 2010
and $4,456,741 for 2009) and state and federal revenues of ($12,747,632 for 2010 and
$13,812,219 for 2009). In addition there was $151,692 and $79,839 in Sixteenth Section
sources for 2010 and 2009, respectively.

. Investmert earnings amounted to $ 238,221 for 2010 and $127,255 for 2009.
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 fands. The focus of the District’s governmental funds is to provide information
on current inflows, outflows and balances of spendable resources. Such information is useful in
assessing the District’s financing requirements. In particular, unreserved fund balance may serve



as a useful measure of the District’s net resources available for spending at the end of the fiscal
year.

The financial performance of the District as a whole is reflected in its governmental funds. As
the District completed the year, its governmental funds reported a combined fund balance of
$5,102,196 a decrease of $1,441,856, which includes the decrease in inventory of $8,341.
$4,351,622 or 85.2 % of the fund balance represents unreserved and undesignated fund balance,
which is available for spending at the Distnct’s discretion. The remaining fund balance of
£750,574 or 14.8 % is reserved or designated to indicate that it is not available for spending
because it has already been committed.

The General Fund is the principal operating fund of the District. The decrease in fund balance in
the General Fund for the fiscal year was $1,587,618, a result of reductions in state cuts in MAEP
revenues. The fund balance of Other Governmental Funds showed a increase of $ 36,464,
which includes a decrease in reserve for inventory of $ 8,341. The other increase (decrease) in
the fund balances for the other major funds were as follows:

Major Fund Increase\ (Decrease)

Title T basic fund RO increase or decrease

Special education fund ne increase or decrease

Sixteenth section interest fund $ 109,298
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 Genperal Fund and major special revenue funds 1s provided 1n this report
as required supplementary information.

CAPITAL ASSETS AND DEBT ADMINISTRATION

Capital Assets. As of Jupe 30, 2010, the District’s total capital assets were $15,442,681,
including land, school buildings, building improvements, buses, other school vehicles and
furniture and equipment. This amount represents an increase of $199,477 from 2005. Total
accumulated depreciation as of June 30, 2010 was $7,502,182 and total depreciation expense for
the year was $417,993, resulting in total net capital assets of $7,940,499.



Table 4

Capital Assets, Net of Accumulated Depreciation

Capltal Assets, Net of Depreclation Percentage

June 30, 2010 June 30, 2008 Change
Land $ 353,110 353,110 0.0%
Buiidings 6,113,085 6,278,135 -2.6%
lmprovements other {han buildings 532,722 567,980 5.2%
Mablie equipment 855,491 G58,745 -11.7%
Fumiture and eguipment - 82,491 32,032 157.5%
Leased property under capital leases 3,580 3,580 0.0%
Total 3 7,940,489 8,203,592 -3.2%

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

report.

Debt Administration. At June 30, 2010, the District had $2,252,141 in cutstanding long-temm
debt, of which $376,672 is due within one year. In addition, the Hability for compensated

absences decreased from the prior year.

The District maintains an AAA bond rating.

Table 5

Outstanding Long-Term Debt

Gensral obligation bonds payabte
OCbligatiens under energy efficiency lease
Qualified zone academy bonds payable
Obligations under capital leases
Compensated absences payable

Total

Outstanding Long-term Debt Percentage
Jung 30, 2010 Jung 30, 2008 Change

1,835,000 2,125,000 -13 6%

- 7,553 -100.0%

250,000 250,000 0.0%

54 824 108,626 -48.5%

112,317 113,998 -1.5%

2,252,141 2,605,178 -13.6%

Additional informstion on the District’s long-term debt can found in Note 6 included in this

report.

CURRENT ISSUES

The Stone County School District is financially stable. The District is proud of its community

support of the public schools.

10



The District has committed itself to financial excellence for many years. The District’s system
of financial planning, budgeting and internal financial controls is well regarded. The District
pians 10 continue its sound fiscal management to meet the challenges of the future.

The District actively pursues grant funding to supplement the Jocal, state and federal revenue.

Enrollment for the 2009 -2010 year increased by .009 % to 2,682 students.
CONTACTING THE DISTRICT’S FINANCIAL MANAGEMENT

If you have questions about this report, contact the Superintendent’s Office of the Stone County
School District, 214 Critz Street, Wiggins, MS 39777.

11
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STOME COUNTY SCHOOL OISTRICT
Statement of Net Assets
June 30, 2010

Assets:
Cash and cash equivalents
Investments
Due fram other govamments
Deferred Charges
Inventories and prepaid items
Resfricted assets
Capital assets, non-depreciabis:

Land

Capitel assets, net of accumulaled depreciation:

Bulldings

Improvements other than bulldings

Moblie eguipment

Furniture and equipment

Leased propeity under capltal isases
Total Assets

Liabilities:
Accounts payable and accrued liabilities

Long-term [iabilifies, due within one yaar,
Capfltal related liabilities
Non-tapital refated liabllities

Long-term kiabllities, due beyond ona year
Capital related liabllites
Non-capltal retated fiabliibes

Total Liabilities

Net Assets:
Invested in capltal assets, net of related debt
Restricted net assats:
Expendable:
School-based aclivities
Dabl service
Forestry Improvements
Unemployment benefits
Non-expendable:
Sixteenth section

Unrestricted

Total Net Assets

The nales to the financial staiements are an integra! part of this statement

Exhibit A

Governmemal
Activities

2,583,273
1,675,000
527,423
144,702
27,052
342,513

353,110

6,113,095
532,722
855,491

82,4891
3,590

13,247,462

60,065

358,824
16,848

1,530,000
345 462

2,312,308

6,050,675

1,163,898
396,951
135,605

66,711t

122,245

2,997,161

10,935,256




> iF i i d L T — e = r r
o 2 i y 3 i | 3 2 . ) i 3 =a i
£1 TUBWEIES Sjyy )0 Yed jaidaiu) ue suB SJUALIE1ENS [BIDUBLE BU) O} SEL0U BU ),
95258601 $ Bujpu3 - 51858y 1o
LE'vIEZ) pejeisal se ‘Buuubieg - 1889y 10N
{12704} sluswisnipy poued Joud
YBE PPE'E} perodals Aeu)blzo se ‘Buu)Beg - sjassy jaN
(185’age™(} sjassy joN ur sbueys
LIE'066'4) SONUBAGY |BIBLED) BI0 |
856°201 B0
Z69°LS1 S$2B2IN0S LO(08s YIUdaIS
1ze'eee sBuiLLBa JuBISSAL| PRIDUISEILN
gol'Lvl't jesapa-
vo8'S0G° 1) 1|15
SUDINQUIUC pue suelB pajosaiun
2E8°0VY sajag) ascdind 19eq
iR6'9Le'y sa|ns) asadind (miauen
Saxe ]
‘SBNUBASY |BISUSD)
{8ERLECE1) - vee' LS 262’658 PEL'GvE PE $ SONIAJOE [RILBLILIBACE (€0 )
(825 ¥a) 225'y8 sauqe) uual-buo) ue 1seieiu|
lose'sLL) 0SE'641 OIS YIUSSIX|S
{o0z'vL) 89F'0ELL £L9'ESp 12¥°909°1 [BUONOMSUI-UON
(665'200'2) SOP'CFE'L 5e0°LLL'S sas|aes Yoddng
(gz0°zs0'21) & 096'L4€'L 6127 16C v52'1Z8'EL § Unparujsu)
TSB[ANDY [BlUBLULIBADT)
SANANDY suopngaues suonguos S30|M0G sosuadyy sweiBolgsuopaunyg
|BIUSLILLIBAOS) PUE SJUBID PpUE S}UEIC 104 sabBaeyn
jeyded Bupeiadg

s1egsy JaN Y| saBueysd pue
anuaasy (asuadxy) 18N

€ 3ax3

sanuasay weiBoig

0102 ‘0E 2unf papug Jesy i) 1og
SaN|AN0Y JO JUaWISIEIg
L2MELSIO TO0OHDIS ALNNOD INOLS



s Juaweels s Jo Led (exfe)u] uk BIB S1USLLBIMS [BI2UBUY BUY) O] §B10U Y]

E¥S'GEY'S ¢  €6£'¢20" BLG'OPE vz L0l SZH'B0L £06'252'E E] sQ0URJEQ pUNg pUe sanyqen |20
g61'20}'S 19£'9E6 BLG'0V6 - - LGE'8LT'E §0UE|RY pLN [B1O]
opg'ecL’t 89z'06L 845016 SPUN 4 BNUBADY |BORCS
art'vie'e 0LL'VIEE puny jesaues)
:uj papoda) ‘pajeulisapun
paAsasaILN
S¥Z'ZZL SYZ'2Z1 sasodind puny jusuewLIR
S09'G5EL S09'6EL sasodind Juawaaosdw) L1504
L1299 11499 slyauaq wawkoidwsaun
(96°'96E 1 96'88E B0IA18S 10
Siv'y Siv'y swia) pledaid
LIG°ZL L16'T2 Aojuany|

10§ DBAIDSEY
1saaue|eg pund

Ly 9EE azy'oe - vrE L0} 5ZL'601 ZGo'ee sapinas gL

zec'9Le 581'09 e L0L £56'g0) $pun) 1ayjo o} ang

90°00 L6707 Zil Z60'ee salpjigel parusog pue ajqeded s|UNOIay
sennaeE

SAINYIYE ANNG GHY SALLNIEV

EYO'REE'S £682'220°1 8.5'9p8 yr2'201 SZ1'604 £08'262'C 5)as8y B0,
250°LZ LIG'ZZ Siv'y swa)) pedaid pue savojuaau|
20e'9L7 89L°L $19'807 SPUNY JBLI0 WOJ) BN¢]
CEP'LES Z8v'L6 A% vz L0 STVEOL 0C0'ELe sjuawwerofl Jeye woy ang
Ova'vre OvB vIE S|UBLLSAALY
[ce gez s|usbe g5y Yl ysen
809'202' v $ 89L'6b9 9096 PBL9SIE 8 SlUs|eAINDS YsED pue YseD
CEEL
spund spung pung pung pung pung
|BJUALLILIBAQS) |EIUSLILIBAQS 1saiajl| uolaeg Uoleanp3y 1 &1l L |eJauasy
lerolL J8ayip yusa)xig ejoedg

spund Jofew

Loz ‘of eunr
SPpUNg [eJUSLUUIBACS) - lBaLS adUe|eq

LOMLSIAd T00HDS ALNNOD ANOLS

YL E]



STONE COUNTY SCHOOL DISTRICT

Reconciilation of Gover fal Funds Balance Sheet to the Statement of Nat Assets Exhiblt C-1
June 30, 2010 —
Amount
Total fund balance - govemmental funds § 5,102,196
Amount reported for gpvernmental activities in the statement of net assets are
different because:
1. Capltal asseis are used in govemmental aclivities are not inanclal resources
and therefare are not reported in the funds, net of accumutated depreciatian
of § 7,502,182 7,940 498
2. Long-term fiabilities are nol due and payable in the current period and
iherefore are not reported in the funds. {2,252,%41)
3. Govemmentat funds report the effect of bond lssuance costs when the debt
is first issued, whereas, these amounts are defemmed and amorilzed in the
Statement of Nel Asseats. 144 702
Total net assets - governmental activities § 10835258

The notes to the financlal stalements are an intepral part of this statement
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STONE COUNTY SCHOOL DISTRICT

Reconciltation of the Governmentaf Funds Statement of Revenues, Exhiblt D1
Expenditures and Changes in Fund Balances to the Statement of Activities
For the Year Ended June 30, 2010
Amourt
Net change in fund balances - governmental funds (1,433,515}
Amounts reported for governmantz| agtvibes in the statement of activities are different because:
1. Govermmentaf funds report capital outlays as expendilures while govemmantal activilles report
dapreciation tv allocste those expendiwres over the life of the assets  Capital assets purchased
amountes 1o § 225,336, and the depreciation expanss amounted to $ 417,893, {182,B57}
2. Paymen! of principal on long-term liablilties {s reponad as an expenditure in the governmental
funds, but the payment has no effect on net assets 351,385
3 Governrnantal funds repor the effect of Issuance costs and premiums when debt is firs! Issued,
Amontization of deferred charges - bond Issvance costs {57 B26)
4, Galns and losses on the sale or dispasals of assets not reporied n the govemmental funds, bu
are reported in the statemeant of activities. [259)
5. Increase (deceese) In the inventory Is reported as &n adjustment w fund balance in the
governmental funds, but noninstructional expenditures are (increased) decreased in the
statement of activifies. ' {8,341}
€. Expenses in the staternent of ectivities not nommally paid with expendable avallable financial
resources are nol reparted as expenditures In the governmental funds:
Compensated absences 1,682
{1,335, 567)

Change in net assets of governmental activities

The nates o Ihe nancial stataments are an Inlegral pan of this staternent.
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STONE COUNTY SCHOOL DISTRICT
Statement of Fiduciary Assets and Liabilities
June 30, 201D

Assets
Cash and cash equivalents

Total assefs
Liabilities
Accounts payable and accrued liabilities

Due fo student clubs

Total liabifities

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

$

Exhibit £

Agency
Funds

938,95¢

938,858

$

——————

919,984
18,875

938,859
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NOTES TO FINANCIAL STATEMENTS
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STONE COUNTY SCHOOL DISTRICT

Notes to Financial Statements
For the Year Ended June 30, 2010

Summary of Significant Accounting Policies.

The accompanying financial statements of the school district have been prepared in conformity
with generally accepied accounting principles (GAAP) as prescribed by the Govemmental
Accounting Standards Board (GASB). GASB is the accepted standard-setting body for
governmental accounting and financial reporiing principles. The maost significant of the school
district'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 a “primary government." The school district is governed
by a five member board to which each member was elected by the citizens of each
defined county district.

For financial reporting purpases, Stone County School District has included aill funds and
organizations. The District has also considered all potenfial component units for which it
is financially accountable and other organizations for which the nature and significance of
their relationship with the District are such that exclusion would cause the District’s
financial statements to be misieading or incomplete. The Govemmental Accounting
Standards Board has set forth criteria to be considered in determining financial
accountability . These criteria include appoinfing a vofing majority of an organization's
governing body and (1) the ability of the District to impose its will on that organization or
(2) the potential for the organization to provide specific benefits to or impose specific
financial burdens on the District.

Basis of Presentation.
Govemment-wide Financial Statements:

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

The Statermmeni of Net Assets presents the Distric's non-fiduciary assets and liabiiities,
with the difference reported as net assets. Net assets are reported in three categories:

1. Invested in capilal assels, nef of related debt, consists of capital assets, net of
accumulated depreciation, and reduced by outstanding balances for bonds,
notes and other debt altributable to the acquisition, construction or improvement
of those assets.

2. Reslrcted nef assets result when constraints placed on net asset use are either
externally imposed or imposed by taw through constitutional provisions or
enabling legistation.

3. Unrestrcted net assets consisl of net assets nol meeting the definition of the two
preceding categories.  Unrestricted net assets often have constraints on
resources imposed by management which can be removed or modified.
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STONE COUNTY SCHOOL DISTRICT

Notes to Financial Statements
For the Year Ended June 30, 2010

The Statement of Activities demonstrates the degree to which the direct expenses of 2
given function or segment are offset by program revenues. Direct expenses are those
clearly identifiable with a specific function. Program revenues include 1} charges 1o
customers or applicants who purchase, use, of directly benefit from goods, services, or
privileges provided by a given function and 2) grants, coniributions and interest restricted
fo meeting the operational or capital requirements of a particular function. Properiy tax
and other items not properly included among program revenues are reported instead as
general revenues.

Fund Financial Statements:

Separate financial siatements are provided for govemmental and fiduciary funds, even
though the tatier are excluded from the govemmeni-wide financial statements. Major
individual govemmental funds are reporied as separate columns in the fund financial
statements. All remaining governmental funds are aggregated and reported as other
governmental funds.

The schoot district reports the following major governmental funds;

General fund - This Is the school district's primary operating fund. All general tax
revenues and other revenues not allocated by law or contractual agreement to
some other fund are accounted for in this fund. From the fund are paid the
general operating expenditures, including instructional, support, and other costs.

Title | fung — This fund is used to account for financial resources received and

spent under the federal Title | program.

1

Special education fund — This fund is used to account for financial resources
received and spent under the federal special education program.

Sixteenth secfion interest fund — This fund is used to account for financial
resources received and spent related to the district’s sixteenth section land.

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

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

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

Studeni Club Funds — These varous funds accoun! for the monies raised through school
club activities and fund raisers and club relaied expenditures approved by the individual
clubs.

Additionally, the school district reports the following fund types:

COVERNMENTAL FUND TYPES

20



STONE COUNTY SC

Notes to Financial Statements
For the Year Ended June 30, 2010

' Special Revenue Funds — Special Revenue Funds are used to account for the proceeds
of specific revenue sources (other than major capital projects) that are legally restricted for
specific expendiiure purposes.

Capltal Projects Funds — Caphal Projects Funds are used to account for financial
resources to be used for the acguisition or construction of major capital faciiities.

Debi Service Funds — Debt Service Funds are used to account for the accumulation of
resources for, and the payment of, general long-term debt principal, interest, and related
costs.

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

FIDUCIARY FUNDS

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

operations.
Measurement Focus and Basis of Accounting.

in the govemmeni-wide Statement of Net Assets and Siatement of Activities,
governmental aclivities are presented using the economic resources measurement focus
and the accrual basis of accounting, as are the Fiduciary Fund financial statements.
Revenues are recorded when eamed, and expenses are recorded when a liability is
incured or economic assel used, regardless of the timing of the relaied cash flows.
Grants and similar items are recognized as revenue as soon as all eligibility requirements
imposed by the provider have been met.

Governmental fung financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounfing. Revenues are
recognized as soon as they are both measurable and available. Measurable means
knowing or being able to reasonably estimate the amount. Revenues are considered to
be available when they are collectible within the current period or seon enough thereafter
to pay liabilites of the cument period. For this purpose, the govemment considers
revenues {0 be available if they are collected within 60 days after year end. Expenditures
{including capital outlay) are recorded when the related fund liability is incurred, as under
accrual accounting. However, debt service expenditures, as well as expenditures retated
to compensated absences and judgments, are recorded only when payment is due.

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

audits.
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STONE COUNTY SCHOOL DISTRICT

Notes to Financial Statements
For the Year Ended June 30, 2010

Property iax, intergovernmental revenues {shared revenues, grants and reimbursements
from other govemments) and interest associated with the cumrent fiscal period are all
considered 1o be susceptible to accrual.

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

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

Under the temms of grant agreements, the Disidct funds cerain programs by a
combination of specific cost-reimbursement grants and general revenues. Thus, when
program expenses are incumed, there are both restricied and unrestricted net assets
available to finance the program. It is the District’s policy io first apply cost-reimbursement
grant resources to such programs and then general revenues.

The effect of inter-fund aclivity has been eliminated from the government-wide staternents.

Revenues from the Mississippi Adequate Education Program are appropriated on a fiscal
year basis and are recorded at the time the revenues are received from the State of
Mississippl.

Account Classlifications.

The account classifications used in the financial statements conform to the broad
classifications recommended in Govemments! Accounting, Audiing, and Financiafl
Reporting, issued in 2005 by the Government Finance Officers Association and are
consistent with the broad classifications recommended in Financial Accourting for Local
and Stafe Schoof Syslems, 2003, issued by the U.S. Department of Education.

Encumbrances.

An encumbrance system is nol maintained to account for commitments resulting from
approved purchase orders, work orders and contracts.

Assets, liabllitles, and net assets or equity.
1. Cash, Cash gquivalents and Investments

Cash and cash equivalents.

The district's cash and cash equivalents are considered io be cash on hand,
demand deposits, and shortterm invesiments with original maturities of three
months or less from the date of acquisition. The schoal district deposits excess
funds in the financial insfitutions selected by the school board. State statutes
specify how these depositories are to be selected.

2



STONE COUNTY SCHOOL DISTRICT

Notes to Financial Statements
For the Year Ended June 30, 2010

Investments.

The school district can invest its excess funds, as permitied by Section 28-3-113,
Miss. Code ann. {1872), in interesi-bearing deposits or olher obligations of the
types described in Section 27-105-33, Miss. Code Ann. (1572), or in any other
type investment in which any other agency, instrumentality or subdivision of the
State of Mississippi may invest, except that 100% of said funds are autherized to
be so invested.

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

Invesiments for the disiricl are reported at fair market value.

Receivables and payables.

Activity between funds that are representative of lending/bormowing arrangements
outstanding at the end of the fiscal year are referred o as either "due to/ffrom
other funds™ {i.e., the current podion of inter-fund loans) or “advances toffrom
other funds"{l.e. the non-current portion of inter-fund loans). All other outstanding
halances between funds are reported as “due tofrom other funds.”

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

Due from Other Governments.

Due from other govemmenis represents amounis due from the Staie of
ivitssissippi, and varicus grants and reimbursements from cther governments,

Inventories and Prepaid Items.

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

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

Resfiricted Assets.

Certain resources set aside for repayment of debt are classified as restricted
assets on the statement of net assets because their use is limited by applicable
debt statutes. Alsp, the nonexpendable portion of the Permanent Fund, if
applicable, is classified as restricted assets because the 18™ Section Principal
fund is not available for use by the district except as provided for under state
statute for loans from this fund.
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STONE COUNTY SCHOOL DISTRICT

Notes to Financial Statements
For the Year Ended June 30, 2010

Capital Assets.

Capital assets include land, improvements fo land, easements, water rights,
timber rights, buildings, building improvements, vehicles, machinery, equipment,
works of art and hisiorical freasures, infrastructure, and all tangible or intangible
assets thal are used in operations and thal have initial useful lives exlending
beyond a single reporting period. Capital assets are reported in the applicable
governmental acfivifies columns in the government-wide Statement of Net
Assets. Capital asseis are recorded at historical cosi or estimaied historical cost
based on appraisals or deflated current replacement cosi. Donated capifal
assets are recorded at estimated fair market value at the date of donation. The
costs of nomal maintenance and repair that do not add to the value of the asset
or materially exiend asset lives are nol capitalized. Capital assets are defined by
the District as assets with an inifial, individual cost in excess of the thresholds in
the table below and estimated useful lives in excess of two years,

Capital acquisition and consiruction are refiected as expenditures in the
Govemmental Fund statements and the related assets are reported 2s capital
assets in the governmental acfivities column in the govemmenl-wide financial
staiements.

Depreciation is calculated on the straight-line basis for all assels, except land.
The following schedule defails the capitalization thresholds:

Capitalization Estimated
Policy Usetul Life
Land 3 0 0
Buildings 50,000 40 years
Building improvements 25,000 " 20 years
Improvements other than buildings 25,000 20 years
iviobile equipment 5,000 5-10 years
Fumiture and equipment 5,000 3-7 years

Leased property under capital leases

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

Compensated Absences.

Empioyees of the school district accumulaie sick leave at 2 minimum amount as
required by state law. A greater amount may be provided by school district policy
provided that it does not exceed the provisions for leave as provided in Sections
25-3-93 and 25-3-85. Some employees are allowed perscnal leave andfor
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. (1872).
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STONE COUNTY SCHOOL DISTRICT

Notes to Financial Statements
For the Year Ended June 30, 2010

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

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

in the government-wide financial statements, outstanding debt Is reported as
fiabilittes. Bond issue cost, bond discounts or premiums, and the difference
between reacquisition price and the net camying value of refunded debt are
capitalized and amortized over the terms of the respective bonds using & methed
that approximates the effective interest method.

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

Fund equity.

tn the fund financial statements, governmental funds report reservations of fund
balance for amounts thai are not available for appropriation or are legally
restricted by outside parties for use for a specific purpose. Deasignations of fund
baiznce represent teniative management plans that are subject to change.

Governmenta! fund equity is classified as fund balance. Fund balance is further
classified as reserved and unreserved, with unreserved classified as designated
and undesignated.

Fund reserves are portions of fund equity that are legally segregated for a
specific future use or are not available for cumment operations. Following are
descriptions of fund reserves used by the district

Reserved for inventory - An account thaf represents a portion of the fund balance
which indicates that inventones do not represent available spendable resources
even though they are a component of net current assets.

Reserved of prepaid items — An account that represents a portion of the fund
balance which indicates that prepaid items do not represeni available spendable
resources even though they are a compeonent of net current assets.

Reserved for debt service - An accouni that represents that portion of fund
balance in the Debt Service Fund which is legally restricied and not available for
spending for any other purpose than that for which it is restricted.

Reserved for unemployment benefits - An account that represents a portion of

the fund balance that is legally restricted for the payment of unemployment
benefits.

25
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STONE COUNTY SCHOOL DISTRICT

Notes to Financial Statements
For the Year Ended June 30, 2010

Reserved for forestry improvement purposes — An account that represents a
portion of the fund balance that is legally restricied for improving sixteenth
secfion forest lands.

Reserved for permanent fund purposes - An account that represents a portion of
the fund balance that is legally resfricted for investment purposes or bormowing by
the school beard for capital purposes.

Unreserved, undesignated - An account that represents the portion of fund
balance that is expendable available financial resources.

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

The districi follows the practice of aggregating the cash assets of various funds to maximize cash
management efficiency and returns. Restfrictions on deposits and invesimenis are imposed by
statuies as follows:

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

investments. Secfion 29-3-113 and 37-59—43, Miss, Code Ann. {1972}, authorizes the school
board to invesl excess funds in the types of investments authorized by Secfion 27-105-33 {d) and
e), Miss. Code Ann. (1972). This seclion permits the following types of investments: (a)
cerificates of deposits and interest bearing accounts with gualified state depositories; (b) direct
United States Treasury obligations; (c) United States Govermmmen! agency, United Staies
Govemnment instrumentality or United States Government sponsored enterprise obligations, not fo
exceed fifty percent of all monies invested with maiurities of thirty days or longer; (d} direct security
repurchase agreements and reverse direct security repurchase agreements of any federal book
entity of only those securities enumerated in (b} and (c) above; (g} direct obligations issued by the
United States of America that are deemed to include securities of, or interest in, and open-and or
closed-end any management type investment company or investment frust approved by the State
Treasurer and the Execufive Direcior of the Depariment of Finance and Administration, not to
exceed twenty percent of invested funds. Investment income on bond funds (Capital Projects),
bond sinking funds (Debt Service Funds) and sixteenth section principal funds (Permanent Funds)
must be credited o those funds. Investment income of $100 or more of any fund must be credited
to that fund. Investment income of less than $100 can be credited 1o the General Fund.

Cash and Cash Equivalents.
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STONE COUNTY SCHOOL DISTRICT

Notes to Financial Statements
For the Year Ended June 30, 2010

The carrying amount of the school district's depaosits with financial instifutions reported in the
governmental funds and fiduciary funds $ 4,262,608 and $ 938,959, respectively. The bank
balance was $ 5,701,110.

Custodial Credit Risk - Deposits

Custodial credit risk is defined as the risk that, in the event of the failure of a financial institution,
the district will not be able to recover deposits or collateral securities that are in the possession of
an outside party. The district does not have a depasit policy for custodial credit risk. However, the
Mississippi State Treasurer manages the risk on behalf of the districl. Deposits above FDIC
coverage are collateralized by the pledging financial institutions trust depantment or agent in the
name of the Mississippi State Treasurer on behalf of the district. As of June 30, 2010, none of the
district's bank balance of $ 5,701,110 was exposed io custodial credit risk.

Cash with Fiscal Agents

The carrying amount of school districts cash with fiscal agents held by financial institutions was
$ 238.

Investments.

As of June 30, 2010, the district had the following investments.

Investment Typa Maturities [ In years) Fair Value Rating

Federal Home Loan Mortgage

Corporalion less than 1 year 3 344,840 not mated

Total lInvestments 5 344 840
_—————

interest rate risk. The disirict does nol have a formal investment policy that limits investment
maturities as a means of managing its exposure 1o fair value iesses arising from increasing interest
rates.

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

Custodial Credit Risk — Investments. Custodial credit risk is defined as the risk that, in the event of
failure of the counierparty, the district will not be able to recover the value of its investments or
collateral securities that are in possession of an outside party. The district does not have a formal
investment policy thai addresses custodial credit risk.

Concentrations of Credit Risk. Disclosures of investments by amount and issuer that represenis
five percent or more of total investments is required. This requirement does not apply to
investments issued or explicitly guaranteed by the U.S. government, investmenis in mutual funds
and external investment pools, and other pooled investments. As of June 30, 2008, the district
had the following investments:
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Notes to Financial Statements
For the Year Ended June 30, 2010

A Due from { To Other Funds.

Governmental Funds:

General fund

Title | fund

Special education fund
Other governmental funds

% of Totai
Issuer Fair Value Investments
Federal Home Loan Mortgage
Corporation $ 344.840 100%
Infer-fund Receivables, Payables and Transfers.
The following is 8 summary of inter-fund transactions and balances:
Due From Due To
3 268 614
108,253
107,244
7. 788 50,185
3 276.382 276,382

Totai Funds

The purpose of interfund loans was to account for federal funds that were not received until after

the year ending 6/30/2010.

B. Inter-fund Transfers.

Major Govermmental Funds:
General fund
Titte | fund
Special education fund
Sixteenth section interest fung

Other governmentai funds

Total Funds

In Out
5 132,584 5004190
14,576
13,8583
7,238 80,724
482,471 23,431
5 632,894 632,954

Transfers are made monthly from the General Fund to other funds for operations as
federal and state funding for those funds is not sufficient to sustain those funds.

Restricted Assets.

The restricted assets represent he cash baiance totaling $122,245, of the Sixteenth Section
Principal Fund (Permanenl Fund) which is legally restricted and may not be used for purposes that

support the district's programs.

28



STONE COUNTY SCHOOL DISTRICT

Notes to Financial Statements
For the Year Ended June 30, 2010

In addition, the restricted assets represent the investment balance, totaiing $227,268, of the QZAB
Bond Retirement Fund.

{5) Capital Assets.

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

Balance Completed Batance
71172009 Additions Refirements  Construction Adjustments 6/30/2010
Non-depreciable capital
Land 3 353,110 3 353,110
Total non-depreciable 353,110 - - - - 333,110
Depraciable capital assets
Buildings 10,481,557 10,481,557
Improvements other
fhan buiidings 881,454 ) 881,454
Mobile equipment 2,857,897 182,102 3,039,908
Fumniture and eguipment 310,21 43,234 {25,859) 327,586
Leased property under
capital leases 358,875 358,875
Total depreciable capital 14,890,094 225,338 {25,859) - - 15.089,571
Less accumulated:
Buildings 4,203 422 165,040 4,358,462
improvements other
than buiidings 313,474 35,258 348,732
Mobile equipment 1,889,152 185,555 99,801 2,184 508
Fumnlture and equipment 278,179 22,140 (25,600) {29,624} 245,095
Leased property under
capital leases 355,383 355,385
Total accumuiated
depreciafion 7,038,612 417,993 {25,600} - 70,177 7,502,182
Total depreciable capital
assets, net 7,850,482 {192,657} {258) - (70,177) 7,587,388
Governmentai activities
capital assets, net $ 8,203,582 {192,657} {259) - {70177y $ 7,840,499
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STONE COUNTY SCHOOL DISTRICT

Notes to Financial Statements
For the Year Ended June 30, 2010

Depreciation expense was charged to the following govemmenta! functions:

Instruciicn
Support Sarvices

MNan-instrucilanal

Total depreciation expense

Long-term Llabllitles.

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

govemmental aclivities:

3

z

15,073
362,129
40,724

417,983

A. General oligation bonds payable

B. Cbligations under energy efficiency lease
C. Qualified zone academy bonds payable
D. Obligations under capital leases

E. Compensated absences payable

Total $

Amounts due
Balance Batlance within ong
711/2008 Additions Reductions 6/30/2010 year
2,125,000 - {290.000) 1,835,000 305,000
7,553 - {7.553)

250,000 - - 250,000 -
108,626 - (53,802) 54824 54 824
113,998 - {1,682} 112,317 16,848

2605178 - {353,037) 2,252,141 376,672

General obligation bonds payable.

General obligation bonds are direct cbiigations and pledge the fuil fatth and credit of the school

district. General obligation bonds currently outstanding are as follows:

Interest Issue iiaturity Amount Amount
Desgripfion Rate Date Daie issued Outslanding
General obligation refunding bongds,
series 2002 1.6-4.0% 107172002 8M15/2016 3,365,000 1,835,000

Total

$ 3,365.000 § 1,835,000
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Notes to Financial Statements
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Detalls of the district's June 30, 2010 general obligation bonded indebiednass are as follows:

Genera! Obligation Refunding Bonds, Series 2002 issue of 10/1/2002:

Year Ending
June 30 Principal Interest Total
2011 305,000 58,942 373,942
2012 315,000 58,268 373,268
2013 325,000 45 8928 371,928
2014 340,000 32,200 379.200
2015 350,000 21,300 371,300
2016 200,000 3,800 203,890
Total $ 1,835,000 § 238,528 ) 2,073,528

This debt will be retired from the 85-96 Bond Issue Retirement Fund.

The amount of bonded indebtedness that can be incurred by the school district is limited by
Sections 37-58-5 and 37-59-7, Miss. Code Ann. {1872). Total outstanding bonded indebledness
during & year can be no greater than 15% of the assessed value of the taxable property within such
disirict, according io the last completed assessment for taxation, unless certain conditions, as set
forth in Section 37-58-7, Miss. Code Ann. (1872) have been met. As of June 30, 2010, the amount
of outstanding bonded indebtedness was equal to 2.10% of property assessments as of October 1,
2009,

Obligations under energy efficiency lease.

Debt was retired during the current year.

Qualified zone academy bonds payable.

As more fully explained in Note 10, debt has been issued by the school district that qualifies as
Qualified Zone Academy bonds. Debt currently outstanding is as follows:

interest lssue Maturity Amount Amount
Descrniption Rate Date Date Issped Qutstanding
Qualified Zone Academy Bonds 0.00% 6/1/2001 573072011 250,000 250,000
Totat $ 250,000 § 250,000
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Obligations under capital jeases.
The school district has entered into a lease agreement as lessee for financing the acquisition of

apple computer equipment at a cost of § 164,492. This lease qualifies as a capital lease for
accouniing purposes.

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

Year Endlng
June 30 Princlpal interest Total
2011 54 B24 1,042 55,866
Total 5 54 824 5 1,042 3 55,866

Compensated absences payable.

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

Other Commitments.

Operating'leases:

The school district has an cperating lease for a postage meter. Lease expenditures for the year
ended June 30, 2010, amounied to § 2,964.

Defined Benefit Pension Plan,

Plan Description. The school district contributes to the Public Employees’ Retirement System of
Mississippi (PERS), a cosi-sharing, muitlple-employer, defined benefit pension plan. PERS
provides retiremnent and disability benefits, annual cost-of-living adjustments, and death benefits to
plan members and beneficiaries. Benefif provisions are established by state law and may be
amended only by the Siate of Mississippi Legislature, PERS issues a publicly available financial
report that includes financial statements and required supplementary information. That report may
be obtained by writing to Public Employees’ Refirement System of Mississippi, PERS Building,
429 Mississippi Street, Jackson, Mississippti 38201 or by calling {801) 359-3589 or 1-800-444
PERS.

Funding Policy. PERS members are required to contribute 7.25 % of their annual covered salary,
and the school district is reguired to contribute at an actuarially determined rate.  The employer’s
rate for fiscal year ended June 30, 2010 was 12.00% of annual covered payroll. The contribution
requirements of PERS members and empioyers are established and may be amended only by the
State of Mississippi Legislature. The school district's contributions to PERS for the fiscai years
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ending June 30, 2010, 2008, and 2008 were § 1,808,255, $ 1,542,323 and $ 1,478,324,
respectively, which equaled the required contributions for each year.

Sixteenth Section Lands.

Sixteenth section school tands, or lands granted in lieu thereof, constitute property held in trust for
the benefit of the public schools. The school board, under the general supervision of the Office of
the Secratary of State, has control and jurisdiction of said school trust lands and of all funds arising
from any disposition thereof. it is the duty of the school board fo manage the school trust lands and
all funds arising therefrom as trust property. Accordingly, the board shall assure that adequate
compensation is received for all uses of the trust lands, except for uses by the public schools. The
following are the fuiure rental payments to be made fo the school district for the use of school trust
lands. These future rental payments are from existing leases and do not anficipate renewals or
new leases.

Year Ending
June 30 Amount
2014 33,897
2012 1,183
2013 1,128
2044 1,128
2015 895
2016-2020 3,328
2021-2025 2,350
2025-2028 470

Total 3 44,491

Prior period adjustments.
A summary of significant fund equity adjustments is as foliows:

Exhibit B — Statement of Acfivilies

Explanation: Amount
1. Adjustmants was related to accumulated depreciation (70.177)

Contingencies.

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

The school district Is party to legal proceedings, many of which occur in the normal course of
governmental operations, |t is not possibie at the present time to estimate the oulcome or fiabllity,
il any, of the school district with respect to the various proceedings, However, the school district's
legal counsel believes that ulfimate liability resulting from these lawsuits wiii not have a material
effect on the financial condition of the school district,

Risk Management

The school disirict is exposed to various risks of loss related {0 fors; theft of, damage to, and
destruction of assets; errors and omissions; injuries to employees; and natura! disasters, Except
as described below, the district carries commercial insurance for theses risks.  Setfied claims
resulting from these insured risks have nol exceeded commercial insurance coverage in any of the
pasl three fiscal years.

Participation in Public Entity Risk Pool.

The school district is a2 member of the Mississippi School Boards Association Workers'
Compensation Trust (MSBAWCT). The frust is a risk-sharing pool; such a pool is freguently
referred to as a self-insurance pool. The trust consists of approximately 72 school districts and
covers nsks of loss arising from injuries to member's employees. The Mississippi Workers'
Compensation Commission requires that an indemnity agreement be execufed by each member in
a workers' compensation self-insurance pool for the purpose of jeintly and severally binding the
pool and each of the employers comprising the group to meet the workers' compensation
cbligations of each member. Each member of the MSBAWCT contributes quarierly to a fund held
in trust by Weils Fargo in Portiand, Oregon. The funds in the trust account are used to pay any
ciaim up to $ 750,000. For a claim exceeding $ 750,000, MSBAWCT has insurance which will pay
the excess fo the statutory amount required by the Mississippi Workers Compensation Commission
Act. If total claims during a year were to deplete the frust account, then the member school districts
would be reguired o pay for the deficiencies.

Qualified Zone Academy Bonds.

Section 228 of the Taxpayer Relief Act of 1987 (Public Law 105-34} provides for a source of capital
at no or at nominal interest rates for costs incurred by certain public schools in connection with the
establishment of special academic programs form kindergarten through secondary school,
partnership with the business community. The scheot district has entered inie such an arrangement
date June 1, 2001, parinering with Desoio Land and Timber, the Bank of Wiggins and the
Foundafion for Better Educaiion, with the present value of their contributions being, 8,232.858,
26,881.79 and 5,000, respectively.

This agreement establishes a method of a repayment for a qualified interest-free debt instrument.
The agreemenl requires the schoof district to deposit funds annually into a sinking fund account on
or before May 15. The amouni{ on deposit at June 30, 2010 was $227,268 The amount
accumulated in the sinking fund at the end of the ten-year period will be sufficient to retire debt.

34



STONE COUNTY SCHOOL DISTRICT

Notes to Financial Statements
For the Year Ended June 30, 2010

The following schedule reports the yearly deposits to be made to the sinking fund by the school
disfrict,

Year Ending
June 30 Amount
2011 17,000
Total $ 17,000
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STONE COUNTY SCHQOL DISTRICT

Budgetary Comparison Schedule Scheduie 1
General Fund

For the Year Ended June 30, 2010

Variances
Budgeted Amounts Posltlve (Negative]
Actual Criginal Final
Qriglnal Final (GAAP Basis) to Final fo Actua!
Revenues:
Local sources 4,801,000 4,840,140 4,940,140 38,140 -
Stale sources 11,420,000 11,507 918 11,507,818 87,516 -
Federal sources 150,000 162,938 162,938 12,838 -
Tom! Revanues 16,471,000 16,610,984 16,510,984 138,954 -
Expenditures;
Instruction 11,100,000 11,084,934 11,084,934 5,066 -
Suppar services 5,700,000 5,650,083 6,660,023 39,957 -
Noninstructional services 3,000 1.671 1671 1,329 -
Debt service:
Principal 52,000 50,985 50,9385 1,005 -
Interest 7,000 5,725 5,725 1,275 -
Total Expenditures 17.862,000 17,813,418 17,813,418 48,582 -
Excess (daficiency} of revenues
over expenditures {4.391,000) {1,202,424) (1.202,424) 188,578 -
Other Financing Sources (Uses)
Sale of gther property - 832 €32 832 -
Operating ransfers in 133,000 132,584 132,584 (416) -
Operating transfers ou {501.000) {500,410) (500,410} 590 -
Payments to QZAB debt escrow agent {18,000) {18,000} {18.000) - -
Tatal Other Financing Sources (Uses} (386,000} {385,194) (385, 184] 808
Net change in fund balances {1,777,000) [1.557.618) (1,587.518) 168,382
Fund Balances:
July 1, 2009 4,008 BBY 4,808,869 4,806,869
June 30, 2010 3,025,859 3,219,254 3,219,251 168 382 -

The notes to the required supplementary information are an Integral part of this scheduls,



STONE COUNTY SCHOOL DISTRICT

Budgetary Compartson Schedule Schedule 2
Title | Fund

For the Year Ended June 30, 2010

Variances
Budgeted Amounts Positive (Negative)
Actual Original Final
Original Final (GAAP Basis) to Final to Actual
Revenues:
Federal sources 705,000 711,744 711,744 6,744 -
Total Revenues 705,000 711,744 711,744 6,744 -
Expenditures:
Instruction 280,000 278,093 279,993 7 -
Suppor services 353,000 350,348 350,349 2,851 -
Noninstructiona! services 58,000 66,826 68,826 1,174 -
Total Expenditures 701,000 697,168 697,168 3,832 -
Excess (deficiency) of revenues
over expenditures 4,000 14,578 14,576 10,576 -
Other FInancing Scurces {Uses)
Operating transiers out {4,000) {14,576) (14,576) {10,576) -
Total Cther Financing Sources {Uses) (4,000) (14,575) {14,578) {10,576} -

Nel change in fund balances - - - - -

Fund Balances:
July 1, 2008 - - - - .

June 30, 2010 - - - . .

The notes 1o the required supplementary hformation are an integral part of this schedule,
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STONE COUNTY SCHOOL DISTRICT

Budgetary Comparisen Schedule Scheduie 3
Special education fund

Fer the Year Ended June 30, 2010

Variancas
Budgeted Amourits Posltive (Negative)
Actuat Driglnal Finai
Orlginal Final {GAAF Basis) o Final to Actual

Revenues:

Federa! sources 845,000 647,033 847,033 2,033

Totaf Revenues 845,000 647,033 847 033 2,033 -
Expsnditures:

instuchion 382,000 398,469 398,489 511 . -

Support services 235,000 234,891 Z34 681 309

Tolal Expenditures 634,000 £33,180 €33,180 820

Excess (deficlency) of revenues

over expenditures 11,000 13,853 13,853 2.B53 -

Other Financing Sources (Uses)

Operating transfers out {11,000 {13,853} £13,853) {2,853 -

Total Other Financing Scurces (Uses) . (11,000) {13,853} {13,853} (2,B53)

Net change In fung batances N - h hd -

Fund Batances: .
Juiy 1, 2008 - - - - -

Jung 33, 2010 » - -

The notes o he required supplementary Information are an inlegral part of this schedule.



STONE COUNTY SCHOOL DISTRICT
Budgetary Comparison Schedule
16th Section Interest Fund

Far the Year Ended June 30, 2010

Revenues:
Sixteenth sechon sources

Total Revenues
Expendltures:

Siaeenth section

Total Expanditures

Excess (deficiency} of revenues
over expenditures

Other Finanging Sources (Uses)
Qperating wansfars in
Dperaing translers out

Total Other Financing Sources (Uses)

Net change in fund balances

Fund Balanzes:
July 1, 2008

June 30, 2000

The notes 1o the required supplementary information are an integrat pant of this schadule,

Schedule 4
Variances
Budgeted Amounts Posttive (Negative]
Actual Original Fina!
Criginal Finat {GAAP Basis) to Final to Actual
180,000 198,435 188,436 8,436
190,000 196.436 198,435 6,438
18,000 16,353 16,353 1,647
18,000 16,353 16,353 1,647
172,000 182,083 162,083 10,083 -
7,000 7.B3g 7.928 838 -
{81,000 (80,724) {80.724) 276 -
(74,000} {72,785} {72,785) 1,215 -
©8.000 108,268 108,208 11,288 -
£37.280 837,280 B37.280 -
535,280 848,578 948,578 11,288 -
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STONE COUNTY SCHOOL DISTRICT

Notes ic the Required Supplementary Information
For the Year Ended June 30, 2010

Budgetary Comparison Schedule

(1)

(2)

Basis of Presentation.

The Budgetary Comparison Schedules present the original legally adepied budget, the
final legally adopted budget, the actual data on the GAAP basis, variances between the
original budget and the final budget, and variances between the final budget and the
actual data.

Budget Amendments and Revisions.

The budget is adopted by the school board and filed with the taxing authority.
Amepdments can be made on the approval of the school board. By statute, final budget
revisions must be approved on or before October 15. A budgetary comparison is
presented for the General Fund and each major Special Revenue Fund consistent with
accounfing principles generally accepted in the United States of America.
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STONE COUNTY SCHOOL DISTRICT
Schedule of Expenditures of Federal Awards
For the Year Ended Juna 30, 2040

Federal Grantor / Pass-thraugh Grantor / Program Yitle

U.&. Department of Agriculture

Passed through Mississippi Department of Education:
Child Wubttion Cluster
Schoo! breakfas! program
National schoal lunch program
Summer food service program for children
Total child nuiritton cluster

Passed-fnrough Stone County.
Schools and roads duster,
Schools and roats - grants io states
Total schools and roads cluster

Total U.S. Dapartment of Agriculture

Federal Communications Commission
Administered through Universal Service Administrative Company;

The schools and libraries program of the universal service fund
Total Federal C Ications Cc lesion

U.5. Depardment of Educetion

Passed-through Mississippi Depanment of Education:
Title | grants e local educational agencies
ARRA - Title | grants © local eduzational agencies, recovery act
Total Titie | Cluster
Career and iechnical education - basic grants 10 states
Safe and drug-free schools and communities - state grants
Twenty-first century community leaming canters
Educaiion teshnolopy state grants
Improving teacher guality - state granis
ARRA - Education state grants - recovery act
Total

Spesial educalion clusten
Speclal educathon - grants to states
Special education - preschoo} prams
ARRA - Special education - grants to stales, recovery act
Tatal special education custer
Total passed-through Missizsippl Department of Education
Total U.5. Departrnent of Education

L.S. Depariment of Health and Human Services
Passad-through the Mississippl Department of Education:

Wedizal assistance program
Total U.8. Department of Health and Human Services

Total for Ali Federal Awards

NOTES TO SCHEDULE

Catalog of Federal
Oomestic Assistance

Number

10.653
10.555
i0.555

10.665

320X

84.010
B4.389

84.048
84.186
84,287
84,318
284,367
£4.354

54,027
B84 173
84301

93778

1} This schedule was prepared using the same basis of accounting and the zame significant

acanunting palicies, as applicable, used for the finansial serements.

2} The expenditure amounts include ransfers oul

3} The pass-thmugh gntities did nol assign dentifying numbers 10 the school distnel

Federal
Expenditures

247,847
825,949
11,152
1,184 848

05,6935
105,895

1,290,843

54,381
54,381

714,744
378,364
1,080,108
21,100
44,389
154,550
5,981
178,420
939,414
2,410,951

647,033
32,169
356,128
1,035,327

3,446,278

3,446,278

15,215
18,215

4,806,717
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STONE COUNTY SCHOOL DISTRICT

Statement of Revenues, Expenditures and Changes in Fund Batances

General Fund
Last Four Years

Revenues:
Local sources
State sources
Federal sources
Tota!l Revenuss

Expenditures:
Instruclion
Support services
Nontnstructional services
Sixteenth section
Facliities acquisition and construction
Debl senvice:
Principal
interest
Total Expenditures

Excess (Deficlency) of Revenues
over Expandhiures

Other Financing Sources (Uses):
Sale of other proparty
tnsurance loss recoveries
Operating transfers In
Other financing sources
Cperaling transfers out
Payment to refunded bond escrow agent
Toial Other Financing Sources (Uses)

Net Change in Fund Balances
Fund Balances:
Fund balance, July 1
Prior pericd adjustments
Fund balance, July 1, as restated

Fund balance, June 30

“SOURCE - PRIOR YEAR AUDIT REPORTS

"UNAUDITED"
2010 2009 2008* 2007
4,940,140 4,530,086 4,645,328 4,445,277
11,507,916 12,954,504 12.625.199 11,388,389
152,038 151,149 255,115 195,202
18,510,994 17,638,639 17,525,642 16,028,868
11,004,934 11,554,677 10,942,330 10,075,185
6,660,003 8,524,626 6,408,404 5,832,607
1,671 23,319
12,475
543,285 299,304
50,995
5725 1,532 2,064 3,590
17,813,418 18,624,120 17,372,273 16,334,105
{1,202,424) (987,481 153,369 (305,237}
832
2,511
132,584 455,733 224,813 577,169
2,025
(500.410) (251,369) (365,910) {436,529)
{18,000) (18,000} (18.500) (18.000)
(385,194) 188,389 (159.587) 125,154
{1,587,618) (799,082) (6,228) {450,086)
4,805,869 5,505,961 5,630,389 5,810,475
{18.200)

4,808,868 5,605,961 5,612,189 5,810,475
3,219,251 4,806,869 5,605,961 5,630,389
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STONE COUNTY SCHOOL DISTRICT

Statemen! of Revenues, Expendifures and Changes in Fund Balances

Al Govemmental Funds
Last Four Years

Revenues:
Local sources
intermediate sources
State sources
Federal sources
Sixieenth section sources
Tatal Revenues

Expenditures:

Instruction
Support services
Noninstructional services
Sbdaeenlh section
Facilllies acquisition and construction
Dabt service:

Principal

Interest

Other
Total Expenditures

Excess (Deficiency) of Revenues
over Expenditures

Qther Financing Sources (Uses):
inception of caplial leases
tnsurance loss recoveries
Sale of other property
Operaling iransfers in
Other financing sources
Operating transfers out
Payments held by QZAB debt escrow agent
Payments to QZAB debt escrow agent
Olher financing uses
Total Other Financing Seurces {Uses)

Net Change {n Fund Balanges
Fund Batances:
Fund balance, July 1
Pricr period adjusiments
Fund balance, July 1, as restaled

Increase (Decraase) In reserve for invemory

Fund batance, June 20

"SOURCE - PRIOR YEAR AUDIT REPORTS

$

“UNAUDITED"
2010 2008* 2008" 2007°
5,938,879 5,514,692 5.583,070 5,520,089
9,000

12,107,086 14,075,434 13,374,113 12,048,985
4,749,748 3,134,000 2,941,864 2,527,681
208.503 701.834 472,025 202,725
23,004,316 23,425,960 22,380,072 20,299,460
13,855,082 12,389,405 12,863,453 11,796,054
B.523,844 B,139,327 7.411.816 7.215.521
1,408,724 1,439,701 1,362,264 1,445,837
119.250 93,509 208,536 123,924

A 581,994 298,304

351,355 362,354 301,529 288,370
84,528 89,295 88,077 108,535

2,200 2,200, 2,200
24,435,083 24,097 825 22,247 B75 21,278 545
(1,430,747 (671.,865) 132,197 (979,085)
164,492
610,525
632
532,994 493,051 602,477 1,023,465
2,525

(632,994) (493,061) (602,477} (1.023,465)
18,000 18,000 18,500 18,000
(18,000) (18,000) (18,500) {18,000}

{3.400)

(2,768) 167.017 - 610,525
(1.433.515) (504,848} 132,187 (368.560)
6,544,052 7,043,185 6.811,743 7,277,772

9,587
6,544,052 7,043,195 5,921,330 7.277.772

(8,341) 5705 (10,322) 2,531

5,102,196 8,544 052 7,043,195 6,811,743
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McDaniel CPA Firm

Certified Public Accountant / Financial Consuitant

MEMBER
Scofty MeDaniel, CPA
Mississippi Society
of Cerlified Publc
Accountants

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

February 10, 2012

Superintendent and School Board
Stone County School District

We have audited the financial statements of the governmental activities, each major fund and the aggregate remaining
fund inforrnation of Stone County School District as of and for the year ended June 30, 2010, which collectively comprise
Stone County School District's basic financial statements and have issued our repon thereon dated February 10, 2012.
We conducied our audi in accordance with auditing standards generally accepted in the United States of America and
the standards applicabie to financial audits contained in Govemment Auditing Standards, issued by the Comptrelier

General of the United States.
Internal Control Over Financial Reporting

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

financial reporting.

A deficiency in intemal coniro! exists when the design or operation of a2 contrcl does not zllow management or
empicyees, in the normal course of performing their ssigned functions, to prevent, or detect and comrect misstatements
on a timely basis. A material weakness is a deficiency, or combination of deficiencies, in internal control such that there
is @ reasonable possibility that 2 material misstatemenl of the entity’s financial statements will not be prevented, or
detected and corrected on a timely basis.

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

130 Shadow Lake Drive - Hattiesburg, MS 38402
Tel : 601-295-1007 / 601-408-0074
Fax 601-735-0039
Emalt mecpafirm@gmatt.com
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Compiiance and Other Matters

As part of abtaining reasonable assurance about whether the school district's financial statements are free of materiaf
misstatement, we performed tests of its compiliance with certain provisions of laws, regulafions, contracts and grant
agreements, noncompliance with which couid have a direct and material effect on the determination of financial
statement amounts. However, providing an opinion on compliance with those provisions was not an objective of our
audit and, accordingly, we do not express such an opinion. The results of our tests disclosed no instances of
noncompliance or other matters that are required to be reporied under Govemment Audifing Standards.

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

HeDantel (P4 Pinem

46



McDaniel CPA Firm

Certified Public Accountanl / Financial Cansultant

MEMBER

Scatty McDanlel, CPA
Mississippi Soclety
of Certified Public
Accountants

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

February 10, 2012

Superintendent and School Board
Stone County School District

Compliance

We have audited the compliance of the Stone County School District with the types of compliance requiremenis
described in U. 5. Office of Management and Budget (OMB) Circtilar A-133 Compliance Supplement that could have a
direct and material effect on each of its major federal programs for the year ended June 30, 2010. The Stone County
School District's major federal programs are ideniified in the summary of auditor's results section of the accompanying
Scheduie of Findings and Questioned Costs. Compliance with the requirements of laws, regulations, contracts and
grants applicable to each of its major federal programs is the responsibility of the school district’s management. Our
responsibility {s o express an opinion on the school district’s compliance based on our audil.

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

In our opinion, Stone County School District complied, in al' materal respects, with the requirements referred fo above
that could have a direct and material effect on each of its major federal programs for the year ended June 30, 2010.

130 Shadow Lake Drive - Hattiesburg, MS 39402
Tel : 801-296-1007 / 601-408-0074
Fax: 601-736-0038
Email: mcepafirm@amail.com
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Internal Control Over Compliance

Management of the Stone County Schoo! District is responsible for establishing and maintaining effeciive internal contro!
over compliance with requirements of laws, regulations, cantracts and grants appiicabie to federal programs. in planning
and performing our audif, we considered Stone County Schao! District's intemal control over compliance with
requirements that could have a direcl and material effect on a major federat program to determine the auditing
procedures for the purpose of expressing our opinion on compliance and to test and report on internal control over
compliance in accordance with OMB Circular A-133, but not for the purpose of expressing an opinion on the
effectiveness of intemal control over compliance. Accordingly, we do not express an opinion on the effectiveness of the
school district's intemal control over compliance.

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

Our consideration of the intermal control over compliance was for the limited purpose described in the first paragraph of
fhis section and was not designed to identify all deficiencies in the intemal control over compliance that might be
deficiencies, significant deficiencies, or material weaknesses. We did not ideniify any deficiencies in intemat control over
compliance that we consider {0 be material weaknesses, as defined above.

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

THeDanick EPA Frm
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McDaniel CPA Firm
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MEMBER

Scotty McDanlel, CPA
Mississippi Soclety

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

February 10, 2012

Superiniendent and School Board
Stone County Schooi District

We have audited the financial statements of the governmental activities, each major fund, and the aggregate remaining
fund information of the Stone County School District as of and for the year ended June 30, 2010, which collectively
comprise Stone County School District’s basic financial statements and have issued our report thereon dated February
10, 2012. We conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Audifing Standards, issuad by the
Comptroller General of the United Staies.

Section 37-%-18(3}(a), Miss. Code Ann. (1872), states in part, “the auditor shall test o insure that the schoo! disfrict is
complying with the requirements of Section 37-61-33(3)(a){iii}, Miss. Code Ann. {1972), relating to classroom supply
funds.” As required by the state legal compliance audit program prescribed by the Office of the State Auditor, we have
also performed procedures to test compliance with certain other state laws and regulations. However, providing an
opinion on compliance with zll staie laws and regulations was not an objective of our audit and, accordingly, we do not
exprass such an opinion.

The results of our procedures performed to test compliance with the requirements of Section 37-61-33(3){a}{ii), Miss.
Code Ann. (1972), disclosed no instances of noncompliance. The district reported $ 3,698 of classroom supply funds

carmed over from previous years.

Section 37-8-18(3){t), Miss. Code Ann. {1872}, states in part, “the auditor shall test 1c insure correct and appropriate
coding at the function level. The audit must include a report showing the comect and appropriate functional ievel
expenditure codes in expenditures by the schoo! district.”

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

As required by the state legal compliance audit program prescribed by the Office of the State Auditor, we have also
performed procedures to test compliance with certain other state laws and regulations. However, providing an opinion on
compliance with all state laws and regulations was not an objeclive of our audit and, accordingly, we do not exprass such

an opinion

130 Shadow Lake Drive - Hatliesburg, MS 39402
Tel : 601-296-1007 / 601408-0074
Fax: 601-736-0039
Emait. mecpafim@gmail.com
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The results of procedures performed to test compliance with certain other staie laws and regulations and our audit of the
financial staternents did not 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, and federal awarding agencies and pass-through entities and is not iniended to be and should not be used by
anyone other than these specified parties.

WHeDaniel EPA Finm
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STONE COUNTY SCHOOL DISTRICT
Schedule of Findings and Questioned Costs
For the Year Ended June 30, 2010

Section 1: Summary of Auditor's Results

Financial Statements:

1.

2.

3.

Type of auditor's report issued on the financial statements:
Noncompliance material te financial statements noted?
Internal control over financial reporting:

a. Material weakness(es) identified?

b. Significant deficiency (ies) identified that are
not considered to be material weaknesses?

Federal Awards:

4.

Type of auditor's report issued on compliance for major
federal programs:

Internal control over major programs:
a. Material weakness(es) identified?

b. Significant deficiency (les) ideniified that are
not considered to be material weaknesses?

Any audit finding(s} reported as required by
section ___ .510(a) of Circutar A-1337

Federal programs ideniified as major programs:

a. Specia! education cluster

CFDA # 84.027

CFDA# 84173

CFDA# 84.381
b, Title | clusler

CFDA # 84.010

CFDA# 84.35%

c. Education state grants - recovery act
CFDA # 84.394

The daollar threshold used (G distinguish between
type A and type B programs:

Auditee qualified as a low-risk auditee?

unqualified

no

no

none repored

ungualified

no

none reported

no

$ 300,000

no
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Section 2: Financial Statement Findings

The results of our tests did not disclose any findings related to the financial statements that are
required to be reported by Govemment Audifing Standards.

Section 3: Federal Award Findings and Questioned Costs

The results of our tests did not disclose any findings and guestioned costs related io the federal
awards,
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