YALOBUSHA COUNTY, MISSISSIPPI

Audited Financial Statements and Special Reports
For the Year Ended September 30, 2008

STACEY E. PICKERING

STATE AUDITOR

William R. Doss, CPA
Director, Financial and Compliance Audit Division
i Ept B .
i 2l b Joseph Scott Speights, CPA, CIA, CGAP, MBA
camens ot bage 2% o B0 1, il o] i, A, Director, County Audit Section

7y BB LAl

== = .

A Report from the County Audit Section

www.0sa.state.ms.us






The Office of the Swete Auditor does not drscriminale on the baifs of
race, religion, national arign, sex, age or drsabudiry






YALOBUSHA COUNTY

TABLE OF CONTENTS

INDEPENDENT AUDITOR’S REPORT ..ot ittt st et et e s cr s b it enan s

E N AN LA L ST AT I E N T S oottt oot e e e e e e ear e seee e e e ee s eas et e e e eaeee s e ae e e s antarerseasaattse e manen 1 e eaetaserns e e ena s ranseen
SLALCITIENT OF TNET ALSSRES Lne et ieeiee ettt e et e v et e eee et e s en o eet e e ran ee s eat 1 es e et A 45 S eeesean s ee e nmans s s nae e ens b ee s 2 ennsean eses e eans

Statement of Activities..
Balance Sheet - Governmental Funds

Reconciliation of Governmental Funds Balance Sheet to Ihe Statement of‘NeI Asset:, .................................

Statement of Revenues, Expenditures and Changes in Fund Balances -
Govemmental Funds...
Reconciliation of the Statement of Revenues Expenduures and Changes in

Fund Balances of Governmental Funds 10 the Statement of ACtivities.........oooviiver e et
Statement of Fiduciary AsSets And LIBDILILIES .......vvcreeiiovori it e e s e st se s srr s e s st
NOIES 10 FINANCIRI STAIEITIENTS .. .ooteevrees e oiseeeee e et ee e et ste s eete e s e atseean b e esees see e b asseen o eeeeentseaeaeeeinareenseaetbenne

REQUIRED SUPPLEMENTARY INFORMATION .. .
Budgetary Comparison Schedule - Budget and Actual (Non GAAP Basrs)

GERETAI FUNG ... ..ottt e e e m et s e eae e sae b e e e aesse et e eae e b aan bt aeaen
State Aid Road Project BL{I0)S .. i et e e e e e
Notes to the Required Supplementary INfOrmation ... et et e s e re s eeae e eeees

SPECIAL REPORTS ..ottt et ettt atet ebasaes et et et bt e bt et st et o1t a2 et e ae e ea et e r st st s nn s snat e n e

Independent Auditor’s Report on Internal Control Gver Financial Reporting and on
Compliance and Other Matters Based on an Audit of the Financial Statements
Performed in Accordance with Government Auditing Standards ...

Independent Auditor’s Report on Central Purchasing System, Inventory Control System ‘
and Purchase Clerk Schedules (Required by Section 31-7-115, Miss. Code Ann. (]9’;‘2))
. e .41

Limited Internal Control and Compliance Review Management Report ...

SCHEDULE OF FINDINGS AND REPONSES ..ottt et eenrer et et s e et saes et stes et sreeant et stes eaesbssstesseans

.. 27

28
29
30

3

.33

35






YALOBUSHA COUNTY

FINANCIAL SECTION



YALOBUSHA COUNTY

(This page left blank intentionally}



State of Mississippi

OFFICE OF THE STATE AUDITOR

STACEY E. PICKERING
AUDITOR

(NDEPENDENT AUDITOR'S REPORT

Members of the Board of Supervisors
Yalobusha County, Mississippi

We have audited the accompanying financial statements of the govemmental activities, each major fund and the
aggregate remaining fund information of Yalobusha County, Mississippi, as of and for the year ended September 30, 2008,
which collectively comprise the basic financial statements of the county’s primary government as listed in the table of
confents. These financial stalements are the responsibility of the county's management. Our responsibility is to express
opinions on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of America
and the standards applicable 1o financial audits contained in Government Auditing Standards, issued by the Comptroller
General of the United States. Those standards require that we plan and perform the audit 1o obtain reasonable assurance
about whether the financial statements are free of material misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial stalements. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating the overall financial statement
preseniation. We believe that our audit provides a reasonabie basis for our opinions.

The financial statements do not include financial data for the county’s legally separate component units. Accounting
principles generally accepted in the United States of America require the financial data for those component units to be
reported with the financial data of the county’s primary government unless the county also issues financial statements for the
financial reporting entity that include the financial data for its component units. The county has not issued such reporting
entity financial statements. The amount by which this departure would affect the assets, liabilities, net assets, revenues and
expenses of the aggregate discretely presented component units is not reasonably determinable.

In our opinion, because of the omission of the discretely presented component units, as discussed previously, the
financial statements referred to previously do not present fairly, in conformity with accounting principles generally accepted
in the United States of America, the financial position of the aggregate discretely presented component units of Yalobusha
County, Mississippi, as of September 30, 2008, or the changes in financial position thereof for the year then ended.

In addiiion, in our opinion, the financial statements referred to previously present fairly, in all maierial respects, the
respective financial position of the governmental activities, each major fund and the aggregate remaining fund information of
Y alobusha County, Mississippi, as of September 38, 2008, and the respective changes in financial position, thereof for the
year then ended in conformity with accounting principles generally accepted in the United States of America.
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In accordance with Government Auditing Standards, we have also issued our report dated March 25, 2010, on our
consideration of Yalobusha County, Mississippi's internal control over financial reporting and on our tests of its compliance
with certain provisions of laws, regulations, contracts and grant agreements and other matters. The purpose of that report is
to describe the scope of our testing of interna) control over financial reporting and compliance and the results of that testing,
and not to provide an opinion on the internal control over financial reporting or on compliance. That report is an integral part
of an audit performed in accordance with Government Auditing Standards and should be considered in assessing the results
of our audit.

Yalobusha County, Mississippi, has not presented Management’s Discussion and Analysis that is not a required part
of the basic financial statements but is supplementary information required by the Governmental Accounting Standards
Board.

The Budgetary Comparison Schedules and corresponding notes are not a required part of the basic financial
statements but are supplementary information required by the Governmental Accounting Standards Board. We have applied
certain limited procedures, which consisted principally of inquiries of management regarding the methods of measurement
and preseniation of the required supplementary information. However, we did not audit the information and express no
opinion on it.

STACEY E. PICKERING WILLIAM R. DOSS, CPA
State Auditor Director, Financial and Compliance Audit Division

March 25,2010
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YALOBUSHA COUNTY
Stalement of Nel Assels
September 30, 2008

ASSETS
Cash
Property 1ax receivable
Accounts receivable (net of allowance for
uncollechbles of $193,925)
Fines receivable {net ol allowance for
uncoliectibles of $1,122,102)
Intergovernmental receivables
Other receivables
Capital assets:

Land and construction in progress
Other capilal assels, net

Total Assets

LIABILITIES
Claims payable
Intergovernmental payables
Accrued interest payable
Deferred revenue
Other payables
Long-term liabilities
Due within one year.
Capital debt
Non-capital debi
Due in more than one year:
Capilal debt
Non-capital debt
Total Liabilities

NET ASSETS
Invested in capiial assets, net of related debt
Restricted:
Expendable:
General governmen
Debt service
Public safery
Public works
Culiure and recreation
Economic development
Unemploymenl compensation
Unrestricted
Total Nel Assels

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

$

$

Exhibit 1

Primary
Government
Governmental
Aclivilies

6,761,448
3,042,297

22,291
43,057
558,088
10,695

623,371
14,125,401

25,186,848

570,323
98,703
69,856

3,042,297
16,541

251,813
80,000

3,136,799
528,445

7,797,779

11,360,358

52,756
371618
535,543

1,808,263

13,922
225,365

50.094

2,971,150
17,389,069
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YALOBUSHA COUNTY
Balance Sheet - Governmental Funds
September 30, 2008

ASSETS
Cash
Property 1ax receivable
Accounts reccivable {net of allowance
for uncollectibles of $193,925)
Fines receivable (net of allowance for
uncollectibles of $1,122,102)
Intergovernmental receivables
Other receivables
Due from other funds
Advances to other funds
Total Assels

LIABILITIES AND FUND BALANCES
Liabilives:

Claims payable

Intergovernmenial payables

Due 1o other funds

Advances from other funds

Deferred revenue

Oiher payables

Total Liabilities

Fund balances:
Reserved for:
Debt service
Advances
Unemployment compensation
Unreserved - undesignated. reported in:
General Fund
Special Revenue Funds
Capital Project Funds
Total Fund Balances

Toial Liabilities and Fund Balances

3

Major Funds
State Aid Road Other Total
General Projec1 81(19)S  Governmental  Governmental
Fung Fund Funds Funds
3,353,699 244,463 3,163,286 6,761 448
1.593,11% 1.049,178 3,042,297
22,29} 22.29)
43,057 43,057
49,571 408,368 100,149 558,088
10,695 10,693
365,000 44,160 409,160
6,241 6,241
5,810,687 652,831 4,389,759 10,853,277
32,512 402,945 134,866 570,323
96,087 96,087
46,776 330,000 35,000 411,776
6,241 6.241
2,036,176 1,071,469 3,107,645
19,541 19,541
2,231,092 732,045 1,247,576 4,211,613
441,474 441,474
6,241 6.241
50,094 50,094
3,573,354 3,573.354
2,650,615 2,630,615
{80,114) (80,114)
3,579,595 (80,114) 3,142,183 6,641,664
5,810,687 652,83) 4,389,759 10,853,277

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



YALOBUSHA COUNTY Exhibit 3-1
Reconciliation of Governmental Funds Balance Sheet 1o the Siatement of Nel Assets
September 30, 2008

Amounl
Total Fund Balance - Govemmental Funds $ 6,641,664
Amounts reported for governmenial aclivities in the Statemeni of Net Assets
are different because:
Capital assets are used in governmenial activities and are not financial rescurces and,
therefore, are nol reported in the funds, net of accumulated depreciation of $5,356,083. 14,748,972
Other long-1erm assets are nol available to pay for current period expenditures and,
therefore, are deferred in the funds.
Fines receivable 43,057
Accounts receivable 22,291
Long-term liabilities are not due and payable in the currem period and,
therefore, are nol reported in the funds, (3.997,05%
Accrued interest payable is not due and payable in the current period and,
therefore, is not reported in the funds. {69,856)
Taotal Net Assets - Governmental Activilies $ 17,389,069

The noies 1o the {inancial staiements are an integral part of this stalement,



YALOBUSHA COUNTY

Statement of Revenues, Expenditures and Changes in Fund Balances - Governmental Funds

For the Year Ended Scpternber 30, 2008

REVENUES
Property iaxes
Road and bridge privilege taxes
Licenses, commissions and other revenue
Fines and forfeitures
Intergovemmental revenues
Charges for services
Inlerest income
Miscellaneous revenues
Total Revenues

EXPENDITURES
Current;
General government
Public safety
Public works
Health and welfare
Culture and recreation
Conservation of natural resources
Econemic development and assisiance
Debt service:
Prircipal
Interest
Paying agent fees
Total Expenditures

Excess of Revenues over
(under} Expenditurcs

OTHLR FINANCING SCURCES (USES)
Lang-ierm capital debt issued
Proceeds from sale of capital assets
Transfers in
Transfers out

Toral Other Financing Sources and Uses

Net Changes in Fund Balances
Fund Balances - Beginning
Prior period adjustment

Fund Balances - Beginning, as restated

Fund Balances - Ending

b3

Exhibit 4

Major Funds
State Aid Road Other Total
General  Project 81(19)S  Governmental  Governmental
Fund Fund Funds Funds
2,747,789 1,379,470 4,127,259
143,539 143,539
73,925 0,972 83,897
129,791 1,849 131.640
401,403 430,751 1,410,861 2,243,015
57,140 555,659 612,799
181,524 128,546 310,470
29,543 17,060 46,603
3,621,518 430,751 3,646,976 7,699,242
1,906,332 188,359 2,094,691
726,183 710,752 1,436,935
73 510,865 2,719,724 3,230,664
319,751 319751
56,844 16.896 73,740
56,612 56,612
73,225 73,228
316,130 316,130
180,417 180,417
2,510 2,510
3,139.022 510,865 4,134,788 7,784,675
482,493 (80,114) {487.812) (85.433)
171,475 171,475
1,875 1,875
293,496 293,496
{293,496) {293,496)
(291.621) 0 464,97) 173,330
190,872 (80.114) {22.841) 87917
3,248,723 3.305,024 6,553,747
140,000 (140,000) 0
3.388,723 0 3,165,024 6,553,747
3,579,595 (80,1143 3,142,183 6,641,664

The notes (& the financial statements are an integral part of this stalement.



YALOBUSHA COUNTY Exhibi1 4-1
Reconciliation of the Statement of Revenues, Expenditures and Changes in
Fund Balances ol Governmental Funds (o the Stalement of Aclivities

For the Year Ended September 30, 2008
Amount

Net Changes in Fund Balances - Governmental Funds b3 87917

Amounts reporied for governmental activities in ihe Statement of Activities
are different because:

Governmental Funds report capital outlays as expenditures. However, in the
Statemeni of Activities, the cost of those asseis is allocaled over their eslimated
useful lives and reported as depreciation expense. Thus, the change in net assets
differs from the change in fund balances by the amount that capital outlays of
$852,980 exceeded depreciation of $611.271 in the current period. 241,709

In the Statement of Activilies, only gains and losses from the saie of capital assets
are reported, whercas in the Governmental Funds, proceeds from the sale of
capital assets increase financial resources. Thus, the change in nel assels differs
from the change in fund balances by the amount of the net loss of $73.584, the proceeds
from the sale of $1,875 and the trade in of a noncapitalized asset of $3,172 in the current period, (78.631)

Fine revenue recognized on (he modified accrual basis in the funds during the
current year is reduced because prior year recognition would have been required
on the Stalement of Activities using the full-accrual basis of accounting. (37.359)

Solid waste revenue recognized on the modified accrual basis in the funds during the
current year is reduced because prior year recognition would have been required
on the Statement of Activities using the full-accrual basis of accounting. 463

Debl proceeds provide current financial resources to Governmental Funds, but
issuing debt increases long-term liabilities in the Statement ol Net Assets. Repayvment
of debt principal is an expenditure in the Governmental Funds, bul the repayment
reduces long-term liabilities in the Statement of Net Assets. Thus, 1he change in
net assets differs from the change in fund balances by the amount that debt
repayments of $316.130 exceeded debt proceeds of $171,475. 144,655

Under the modified accrual basis of accounting used in the Governmental Funds,
expenditures are not recognized for transactions that are not normally paid with
expendable available Mnancial resources. However, in the Statement of Activities,
which s presenied on 1he accrual basis, expenses and liabilities are reported
regardless of when financial resources are available. In addition, interest on
long-1erm debt is recognized under the modified accrual basis of accounting when
due, rather than as it accrues. Thus, the change in net assets difTers from the change
in fund balances by a combination of the following items:

Change in compensated absences {6.574)
Accrued intercs payable 3,983
Other 24

Change in Net Assels of Governmental Activities ) 356,187

The noles jo the Nnancial staternens are an integral pan of this statement.



YALOBUSHA COUNTY Exhibil §
Statement of Fiduciary Assets and Liabilities
September 30, 2008

Agency
Funds
ASSETS

Cash § 1,179
Due from other funds 2,616
Total Assels 5 3,795

LIABILITIES
Intergovernmenial payables $ 3,795
Total Liabilities 3 3,795

The notes 1o the financial stalements are an integral part of this statement.



YALOBUSHA COUNTY

Woies 1o Financial Statements
For the Year Ended September 30, 2008

{1} Summary of Significant Accounting Policies.

A.

Financial Reporting Entity.

Yalobusha County is a political subdivision of the State of Mississippi. The county is governed by an
elected five-member Board of Supervisors. Accounting principles generally accepted in the United States
of America require Yalobusha County to present these financial statements on the primary governmeni and
its component units which have significant operational or financial relationships with the county.

Management has chosen to omit from these financial statements the following component units which have
significant operational or financial relationships with the county. Accordingly, the financial statements do
not include the data of al} of the county’s component units necessary for reporting in conformity with
accounting principles generally accepted in the United States of America.

. Yalobusha General Hospital
. Yalobusha County Public Library System
. Yalobusha Economic Development District

State law pertaining 10 county government provides for the independent election of county officials. The
following elected and appoinied officials are all part of the county legal entity and therefore are reported as
part of the primary government financial statements.

. Board of Supervisors

. Chancery Clerk

. Circuit Clerk

. Justice Court Clerk

. Purchase Clerk

. Tax Assessor-Collector
. Sheriff

Basis of Presentation.

The county’s basic financial statements consist of government-wide statements, including a Statement of
Net Assets and a Statement of Activities and fund financial statements, which provide a detailed level of
financial information.

Government-wide Financial Statements;

The Swatement of Net Assets and Statement of Activities display information concerning the county as a
whole. The stalements include all nonfiduciary activities of the primary government. For the most part,
the effect of inerfund activity has been removed from these stalements. Governmental activities are
generally financed through taxes, intergovernmental revenues and other nonexchange revenues

The Statement of Net Assets presents the financial condition of the governmental activities of the county at
year-end. The Government-wide Statement of Activities presents a comparison between direct expenses
and program revenues for each function or program of the county’s governmental activities. Direct
expenses are those that are specifically associated with a service, program or department and herefore, are
clearly identifiable to a particular function. Program revenues include charges paid by the recipient of the
goods or services offered by the program, grants and contnbutions that are restricted to meeting the
operational or capital requirements of a particular program. Taxes and other revenues not classified as
program revenues are presented as general revenues of the county, with certain limited exceptions. The
comparison of direct expenses with program revenues identifies the extent to which each governmental
function is self-financing or draws from the general revenues of the county.



YALOBUSHA COUNTY

Notes to Financial Statements
For the Year Ended September 30, 2008

Fund Financial Statements:

Fund financial statements of the county are organized into funds, each of which is considered to be separate
accounting entities. Each fund js accounted for by providing a separate set of self-balancing accounts that
constitute its assets, liabilities, fund equity, revenues and expenditures. Funds are organized into
governmental and fiduciary. Major individual Governmental Funds are reported as separate columns in the
fund financial statemems. Nonmajor fungs are aggregated and presented in a single column.

Measurement Focus and Basis of Accounting.

The Government-wide and Fiduciary Funds (excluding agency funds) financial statements are presented
using the economic resources measurement focus and the accrual basis of accounting. Revenues are
recognized when earned and expenses are recorded when the liability is incurred or economic asset used,
regardless of when the related cash flows take place. Property taxes are recognized as revenue in the year
for which they are levied, Shared revenues are recognized when the provider government recognizes the
liability to the county. Granis are recognized as revenues as soon as all eligibility requirements have been
satisfied. Agency funds have no measurement focus, but use the accrual basis of accounting.

Governmental financial statements are presented using a current financial resources measurement focus and
the modified accrual basis of accounting. Revenues are recognized in the accounting period when they are
both measurable and available to finance operations during the year or to liquidate liabilities existing at the
end of the year. Available means collected in the current period or within 60 days after year-end to
liquidate liabilities existing at the end of the year. Measurable means knowing or being able to reasonably
estimate the amount, Expenditures are recognized in the accounting period when the related fund liabilities
are incurred. Debt service expenditures and expenditures related to compensated absences and claims and
judgments, are recogaized only when payment is due. Property taxes, state appropriations and federal
awards are all considered to be susceptible to accrual and have been recognized as revenues of the current
fiscal period.

The county reports the following major Governmental Funds:

Genera) Fund - This fund is used 1o account for all activities of the general government for which a separate
fund has not been established.

State Aid Road Project 81(19)S - Accounts for monies from the State of Mississippi that are restricied for
maintenance and construction of certain road and bridge projects in the county.

Additionally, the county reports the following fund types:
GOVERNMENTAL FUND TYPES

Special Revenue Funds - These funds are used to account for the proceeds of specific revenue sources
(other than for major capital projects) that are legally restricted to expenditures for specified purposes.
Special Revenue Funds account for, among others, certain federal grant programs, taxes levied with
statutorily defined distributions and other resources restricted as to purpose.

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

FIDUCIARY FUND TYPE

Apency Funds - These funds account for various taxes, deposits and other monies collected or held by the
county, acting in the capacity of an agent, for distribution to other governmental units or designated
beneficiaries.



YALOBUSHA COUNTY

Notes to Financial Statements
For the Year Ended September 30, 2008

Account Classifications.

The account classifications used in the financial statements conform to the broad classifications
recommended in Governmental Accounting, Auditing and Financial Reporting as issued in 2005 by the
Government Finance Officers Association.

Deposits.

Staie law authorizes the county 1o invest in interest bearing time certificates of deposit for periods of
fourteen days 10 one year with depositories and in obligations of the U.S. Treasury, State of Mississippi, or
any counly, municipahty or school district of this state. Further, the county may invest in certain
repurchase agreemenis.

Cash includes cash on hand, demand deposits, all certificates of deposit and cash equivalents, which are
short-term highly liquid investments that are readily convertible to cash {generally three months or less).
Invesiments in governmental securities are stated at fair value. However, the county did not invest in any
governmental securities during the fiscal year.

Receivables.
Receivables are reported net of allowances for uncollectible accounts, where applicable.
Interfund Transactions and Balances.

Transactions between funds that are representative of short-term lending/borrowing arrangements and
transactions that have not resulted in the actual transfer of cash at the end of the fiscal year are referred 10
as "due to/from other funds." Noncurrent portions of interfund receivables and payables are reported as
“advances to/from other funds." Advances between funds, as reported in the fund financial statements, are
offset by a fund balance reserve account in applicable Governmental Funds to indicate that they are not
available for appropriation and are not expendable available financial resources. Interfund receivables and
payables between funds within governmental activities are eliminated in the Siatement of Net Assets.

Capital Assets.

Capital acquisition and construction are reflected as expenditures in Governmental Fund statemenis and the
related assets are reported as capital assets in ihe governmental activities column in the government-wide
financial staterments. All purchased capital assets are stated at historical cost where records are available
and at an estimated historical cost where no records exist. The extent to which capital assets costs have
been estimated and the methods of estimation are not readily available. Donated capital assets are recorded
at estimated fair market value at the time of donation. The costs of normal maintenance and repairs that do
not add to the value of assets or materially extend their respective lives are not capitalized; however,
improvements are capitalized. Interest expenditures are not capitalized con capital assets.

Governmental accounting and financial reporting standards allow governments meeting certain criteria o
¢lect not 1o report major general infrasiructure assets retroactively. Yalobusha County meets this criteria
and has so elected. Therefore, the major general infrastructure assets acquired prior to October 1, 2002, are
not reported in the government-wide financial staiements. General infrastructure assets include all roads
and bridges and other infrastructure assets acquired subsequent to October 1, 2002,

Capitalization thresholds {(doilar value above which asset acquisitions are added to the capital asset
accounts) and estimated useful lives are used to report capital assets in the government-wide statements.
Depreciation is calculated on the straight-line basis for all assets, except land and construction in progress.
Depreciation is calculaled based on the number of months that each asset is owned during the year. The
following schedule details those thresholds and estimated useful lives:

6



YALOBUSHA COUNTY

Notes fo Financjal Statements
For the Year Ended September 30, 2008

Capitalization Estimated

Thresholds Useful Life

Land $ 0 N/A
Infrastructure 0 20-50 years
Buildings 50,000 40 years
Improvements other than buildings 25,000 20 years
Mobile equipment 5,000 5-10 years
Furniture and equipment 5,000 3-7 years
¥ *

Leased property under capital leases

* Leased property capitalization policy and estimated useful life will correspond with the amounts for
the asset classification, as listed above.

Long-term Liabilities.
Long-term liabilitics are the unmatured principal of bonds, loans, notes or other ferms of nencurrent or
long-term general obligation indebtedness. Long-term liabilities are not limited to liabilities from debt

issuances, but may also include liabilities on lease-purchase agreements and other commitments.

in the government-wide financial statements, long-term debt and other long-term obligations are reported
as liabilities in the governmental activities Statement of Net Assets.

Equity Classifications.

Governmeni-wide Financial Statements:

Equity is classified as net assets and displayed in three components:

Invested in capital assets, net of related debt - Consists of capital assets including restricted capital assets,
net of accumulated depreciation and reduced by the cutstanding balances of any bonds, notes or other
borrowings attributable to the acquisition, construction or improvement of thase assets.

Restricted net assets - Consists of net assets with constraints placed on the use either by external groups
such as creditors, grantors, contributors, or laws and regulations of other governments; or jaw through

constitutional provisions or enabling legislation.

Unrestricted net assels - All other net assets not meeting the definition of “restricted” or “invested in capital
assets, net of related debt.”

Fund Financial Statements:

Governmental fund equity is classified as fund balance, Fund balance is ¢lassified as reserved or
unreserved with unreserved classified as designated and undesignated.

Unreserved fund balance represents the amount available for budgeting future operations. Reservations of
fund balance represent amounts that are not appropriable or are legally segregated for a specific purpose.
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YALOBUSHA COUNTY

Notes to Financial Statemenis
For the Year Ended September 30, 2008

K. Property Tax Revenues,

Numerous statutes exist under which the Board of Supervisors may levy property taxes. The selection of
authorities is made based on the objectives and responsibilities of the county. Restrictions associated with
property tax levies vary with the statutory authority. The amount of increase in ceriain property taxes is
limited by state law. Generally, this restriction provides that these tax levies shall produce no more than

[ 10% of the amount which resulted from the assessments of the previous year.

The Board of Supervisors, each year a1 a meeting in September, levies property taxes for the ensuing fiscal
year which begins on October 1. Real property taxes become a lien on January 1 of the current year, and
personal property taxes become a lien on March | of the current year. Taxes on both real and personal
property, however, are Gue on or before February 1 of the next succeeding year. Taxes on motor vehicles
and mobile homes become a lien and are due in the month that coincides with the month of criginal
purchase.

Accounting principles generally accepted in the United States of America require property 1axes to be
recognized at the levy date if measurable and available. Al property taxes are recognized as revenue in the
year for which they are levied. Motor vehicle and mobile home taxes do not meet the measurability and
collectibility criteria for property tax recognition because the lien and due date cannot be established vntil
the date of original purchase occurs.

L. Intergovernmental Revenues in Governmental Funds.

[ntergovernmental revenues, consisting of grants, entitlements and shared revenues, are usually recorded in
Governmental Funds when measurable and available. However, the “available” criterion applies for certain
federal grants and shared revenues when the expenditure is made because expenditure is the prime factor
for determining eligibility. Similarly, if cost sharing or matching requirements exist, revenue recognition
depends on compliance with these requirements.

M. Compensated Absences.

The county has adopted a policy of compensation for accumulated unpaid employee personal leave. No
payment is authorized for accrued major medical leave. Accouniing principles generally accepted in the
United States of America require accrual of accumulated unpaid employee benefits as long-term liabilities
in the government-wide financial statements. In fund financial statements, Governmental Funds report the
compensated absence liability payable only if the payable has matured, for example an employee resigns or
retires.

Prior Period Adjustments.

Exhibit 4 - Statement of Revenues, Expenditures and Changes in Fund Balances - Governmental Funds.

Explanation Amount
To correct an error in interfund receivables $ 140,000

To correct an error in interfund payables {140,000}
Total prior period adjustments $ 0
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YALOBUSHA COUNTY

Notes to Financial Statements
For the Year Ended September 30, 2008

Deposits.

The carrying amount of the county's total deposits with financial institutions at September 30, 2008, was
$6,762,627, and the bank balance was $7,315,304. The collateral for public entities’ deposits in financia)

institutions is held in the name of the State Treasurer under a program established by the Mississippi State
Legislature and is governed by Section 27-105-5, Miss. Code Ann. (1972). Under this program, the entity’s funds
are protected through a collateral pool administered by the State Treasurer. Financial institutions holding deposits of
public funds must pledge securities as collateral against those deposits. In the event of failure of a financial
institution, securities pledged by that institution would be liquidated by the State Treasurer to replace the public
deposits not covered by the Federal Depository Insurance Corporation.

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

Interfund Transactions and Balances.

The following is a summary of inierfund balances at September 30, 2008:

A. Due From/To Other Funds:
Reccivable Fund Payable Fund Amount
General Other Governmental Funds $ 35,000
General State Aid Road Project 81(19)5 330,000
Other Governmental Funds General 44,160
Agency Funds General 2,616
Toal $ 411,776

Amounts listed are for interfund loans for startup cost for state aid projects and for tax revenues that were
collected but not settled until October 2008. All interfund balances are expecied to be repaid within one
year from the date of the financial statements.

B. Advances From/To Other Funds:
Receivable Fund Payable Fund Amount
General Other Governmenial Funds $ 6,241

The amount payable to the General Fund represents funds used to purchase a fire truck. All advances are
expected to be repaid within one year.

C. Transfers In/Out:
Transfer In Transfer Out Amount
Other Governmental Funds General Fund 3 293,496

The purposes of these iransfers were routine allocations between funds to correct coding errors, o cover
operating expenses and to provide the matching portion of a grant.
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YALOBUSHA COUNTY

Notes to Financial Statements
For the Year Ended September 30, 2008

(3) Intergovernmental Receivables.
Intergovernmental receivables at September 30, 2008, consisted of the following:

Description Amount

Governmental Activities:

Legislative tag credit $ 49,571
Cormmunity development block grant 100,149
State aid road reimbursement 408,368

Total Governmental Activities 3 558,088

(6) Capital Assels.
The following is a summary of capital assets activity for the year ended September 30, 2008:

Governmental activities:

Balance Balance
Oct. 1, 2007 Additions Deletions Adjustments *  Sepi. 30, 2008
Non-depreciable capilal agsets:
Land $ 540,964 540,964
Construction ip progress 847,704 184,155 {949,252) 82.607
Total non-depreciable capital assets 1,388,668 184,155 ] (949,252) 623,571
Depreciable capital assgis:
Infrastruciure 898,562 949,252 1,847,814
Buildings 12,122,903 150,000 30,000 12,242,903
Improvementis other
than buildings 10,818 10,818
Mobile equipment 4,238,823 329,863 167,846 120,969 4,521,809
Furniture and equipment 373,248 14,315 387.563
Lcased property under
capital leases 416,899 174,647 {120,969) 470,577
Total depreciable capital assets 18.061,253 668,825 197,846 940 252 19,481,484
Less accumulated depreciation for:
Infrastructure 17,8971 30,089 43,060
Buildings 1,663,384 241,237 16,050 1,888,571
Improvements other
than buildings 1.896 433 4,329
Mobile equipment 2,816,545 215,522 103,165 62,409 3,011,311
Furniture and equipment 182,347 36,126 218,473
Leased property under
capital leases 179,884 67,864 (62.409) 185,339
Tolal accumulated depreciation 4,864,027 611,271 119.215 ] 5,356,083
Total depreciable capital assets, net 13,197,226 57,554 78,631 949,252 14,1254
Governmental aclivities capital
asseis, net $ 14,585,894 241,709 78,631 0 14,748,972

* The adjustments are to move equipment frem leased property under capital lease to mobile equipment and
completed construction in progress to infrastructure.
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YALOBUSHA COUNTY

Notes to Financial Staternents
For the Year Ended September 30, 2008

Depreciation expense was charged to the following functions:

Amount

Governmental Activities:
General government $ 282,276
Public safety 151,678
Public works 169,629
Culture and recreation 7,688
Total governmental activities depreciation expense § 611,271

Commitments with respect to unfinished capital projects at September 30, 2008, consisted of the following:

Remaining Financial Expected Date of
Description of Commitment Commitment Completion
LSBP — 81(14) box culvert $ 37,894 July, 2009

Claims and Judgments.
Risk Financing.

The county finances its exposure to risk of loss related 1o workers' compensation for injuries to its employees
through the Mississippi Public Entity Workers' Compensation Trust, a public entity risk pool. The county pays
premiums to the pool for its workers' compensation insurance coverage, and the participation agreement provides
that the poo! will be self-sustaining through member premiums. The retention for the pool is $1,000,000 for each
accident and completely covers statutery limits set by the Workers' Compensation Commission. Risk of loss is
remote for claims exceeding the pool's retention liability. However, the pool also has catastrophic reinsurance
coverage for statutory limits above the pool’s retention, provided by Safety National Casualty Corporation, effective
from January 1, 2008, to January 1, 2009. The pool may make an overall supplemental assessment or declare a
refund depending on the loss experience of all the entities it insures,

Capital Leases.
As Lessee:

The county is obligated for the following capital assets acquired through capital leases as of September 30, 2008:;

Governmental
Class of Property Activities
Mobile equipment $ 470,577
Less: Accumulated depreciation 185,339
Leased Property Under Capiial Leases § 285,238
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YALOBUSHA COUNTY

Notes to Financial Statements
For the Year Ended September 3¢, 2008

The following is a schedule by years of the total payments due as of September 30, 2008:

Governmental Activities

Year Ending September 30 Principal Interest
2009 $ 91,815 9,539
2010 30,573 6,205
2011 32,327 4,852
2012 33,739 3,441
2013 23,374 1,966
2014 -2018 21,386 1,428
Total $ 233,614 27,431
Long-term Debt.
Debt ouistanding as of September 30, 2008, consisted of the following:
Amount Interest Final
Description and Purpose Quistanding  Rate Maturity Date
Governmental Activities:
A. Genera} Obligation Bonds;
Hospital bonds $ 540,000 3.90/4.12% 11/2013
Courthouse bonds 3,155,000 3.90/5.00% 05/2022
Total General Obligation Bonds $ 3,695,000
B. Capital Leases:
2004 Dodge Ram 1500 pickup b 3,567 3.05% 03/2009
Used 2001 CAT 140H motargrader 24,804 3.35% 09/2009
2004 Dodge Ram 1500 pickup 4,682 3.05% 03/2009
Kubota Model M105she tractor 6,353 3.08% 09/2009
2004 Dodge Ram 1500 pickup 3,567 3.05% 03/2009
1997 CAT 140H motorgrader 19,166 3.24% 12/2008
2008 Crown Vic 26,773 4.37% 02/2012
2008 Dodge Charger 21,828 4.37% 1272011
Case 590 loader backhoe 67,416 4.42% 1272014
2007 JBC loader backhoe 61,458 4.33% 12/2012
Total Capital Leases 5 233,614
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YALOBUSHA COUNTY

Notes 1o Financial Statements
For the Year Ended September 30, 2008

Annual debt service requirements to maturity for the following debt reperted in the Statement of Net Assets are as

follows:

Governmental Activities:

Year Ending September 30

2009
2010
2011
2012
2013
2014 -2018
2019 - 2023

Total

General Obligation Bonds

Principal Interest

3 240,000 166,054
250,000 156,471
265,000 146,284
275,000 135,364
290,000 123,685
1,235,000 448,173
1,140,000 143,080

§ 3,695,000 1,319,111

Legal Debt Margin - The amount of debt, excluding specific exempted debt, that can be incurred by the county is
limited by staie statute. Total outstanding debt during a year can be no greater than 15% of assessed value of the
taxable property within the county, according to the then last completed assessment for taxation. However, the
limitation is increased 10 20% whenever a county issues bonds to repair or replace washed out or collapsed bridges
on the public roads of the county. As of September 30, 2008, the amount of cuistanding debt was equal to 5.30% of

the latest property assessmenis.

The following is a summary of changes in long-term liabilities and obligations for the year ended

September 30, 2008:

Amount due
Balance Balance within one
Oct. 1, 2007 Additions Reductions _Adjusiments Sept. 30, 2008 _ year
Governmental Activities:
Compensated absences  § 61,871 6,574 68,445
General obligation bonds 3,930,000 235,000 3,695,000 240,000
Capital leases 143,269 171,475 81,130 233,614 91,815
Total 3 4,135,140 178,049 316,130 0 3,997,059 331,815
Deficit Fund Balances of Individual Funds.
The following funds reported deficits in fund balances at September 30, 2008:
Deficit
Fund Amount
State Aid Road Project 81(18)S $ 35,000
State Aid Road Project 81(19)8 80,114
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YALOBUSHA COUNTY

Notes 1o Financial Statements
For the Year Ended September 30, 2008

Contingencies,

Federal Grants - The county has received federal grants for specific purposes that are subject to audit by the grantor
agencies. Entitlements 10 these resources are generally conditional upon compliance with the terms and conditions
of grant agreements and applicable federal regulations, including the expenditure of resources for allowable
purposes. Any disallowance resulting ffom a grantor audit may become a liability of the county. No provision for
any liability that may result has been recognized in the county's financial statements.

Litigation - The county is party 1o legal proceedings, many of which occur in the normal course of governmenial
operations, It is not possible at the present iime to estimate ultimate outcome or liability, if any, of the county with
respect to the various proceedings. However, the county's legal counsel believes that ultimate liability resulting
from these lawsuits will not have a material adverse effect on the financial condition of the county.

Hogpital Revenue Bond Contingencies - The county issues revenue bonds to provide funds for constructing and
improving capital facilities of the Yalobusha General Hospital. Revenue bonds are reported as a liability of the
haspital because such debt is payable primarily from the hospital's pledged revenues. However, the county remains
contingently liable for the retirement of these bonds because the full faith, credit and taxing power of the county is
secondarily pledged in case of defauit by the hospital. The principal amount of hospital revenue bonds outstanding
at September 30, 2008, is $2,451,000.

Related Organization.

The Yalobusha County Board of Supervisors is responsible for appointing a voting majority of the members of the
board of the Yalobusha County Water & Sewer District, bul the county’s accountability for this organization does
not extend beyond making appoiniments. During the year, the county did not make any appropriations to this
organization.

Jointly Governed Organizations.
The county participates in the following jointly governed organizations:

Communicare operates in a district composed of the Counties of Calhoun, DeSoto, Lafayette, Marshall, Panola, Tate
and Yalobusha. The Yalobusha County Board of Supervisars appoints one of the seven members of the board of
commissioners. The county appropriated $19,690 for the suppert of the district in fiscal year 2008,

Nerth Central Mississippi Planning and Development District operates in a district composed of the Counties of
Attala, Carrell, Grenada, Holmes, Leflore, Montgomery and Yalobusha. The Yalobusha County Beard of
Supervisors appoints four of the 28 members of the board of direciors. The county appropriated $32,973 for support
of the district in fiscal year 2008.

Northwest Mississippi Community College operates in a district composed of the Counties of Benton, Calhoun,
DeSoto, Lafayette, Marshall, Panola, Quitman, Tallahatchie, Tate, Tunica and Yalobusha. The Yalobusha County
Board of Supervisors appoints twe of the 23 members of the college board of wustees. The county appropriated
$125,432 for maintenance and support of the college in fiscal year 2008.

In 2003, the Oakland/Yalobusha Natural Gas District was formed to provide natural gas distribution infrastructure
and natural gas to the Town of Cakland and parts of Yalobusha County. The Yalobusha County Board of
Supervisors appoints two of the seven members of the governing board of the District. The county did not
appropriate any funds for fiscal year 2008.
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YALOBUSHA COUNTY

Notes to Financial Statermnents
For the Year Ended September 30, 2008

Defined Benefit Pension Plan.

Plan Description. Yalobusha County, Mississippi, contributes to the Public Employees' Retirement System of
Mississippi {PERS), a cost-sharing, multiple-employer, defined benefit pension plan. PERS provides retirement and
disability benefuts, annual cost-of-living adjustments and death benefits to plan members and beneficiarics. Benefit
provisions are established by state law and may be amended only by the State of Mississippi Legislature. PERS
issues a publicly available financial report that includes financial statements and required supplementary
information. That information may be obtained by writing 1o Public Employces’ Retirement System, PERS
Building, 429 Mississippi Street, Jackson, MS 39201-1005 or by calling 1-800-444-PERS.

Funding Pclicy. PERS members are required to contribute 7.25% of their annual covered salary, and the county is
required to contribute at an actuarially determined rate. The rate at September 30, 2008 was 11.85% of annual
covered payroll. The contribution requirements of PERS members are established and may be amended only by the
State of Mississippi Legislature. The county's contributions {(employer share only) to PERS for the years ending
September 30, 2008, 2007 and 2006 were $224,233, $205,566 and $190,828, respectively, equal to the required
contributions for each year.

Subsequent to September 30, 2009, Yalcbusha County issued the following debt obligations:

Issue Interest Issue Type of Source of

Date Rate Amount Financing Financing

02/18/09 3131% A 24,294 Lease purchase Ad valorem taxes
02/18/09 331% 20,244 Lease purchase Ad valorem taxes
02/18/09 3.31% 18,027 Lease purchase Ad valorem taxes
04/30/09 3.44% 62,437 Lease purchase Ad valorem taxes
07/02/09 3.42% 68,771 Lease purchase Ad valorem taxes
02/01/10 3.15% 24,050 Lease purchase Ad valorem taxes
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YALOBUSHA COUNTY

Budgetary Comparison Schedule -
Budget and Actual (Non-GAAP Basis)
General Fund

For the Year Ended Sepiember 30, 2008

REVENUES
Property taxes
Licenses, commissions and other revenue
Fines and forfcitures
Intergovernmental revenues
Charges for services
Intgrest income
Miscellangous revenues
Total Revenues

EXPENDITURES
Current:
General government
Public safety
Publi¢c works
Healih and welfare
Culture and recreation
Conservation of natural resources
Economic development and assistance
Tora) Expenditures

Excess of Revenues
over (under) Expendilures

OTHER FINANCING SOURCES (USES)
Proceeds from sale of assels
Transfers in
Transfers out

Total Cther Financing Sources and Uses

Net Change in Fund Balance
Fund Balances - Beginning

Fund Balances - Ending

Variance with

Actual Final Budget
Original Final {Budgctary Positive
Budget Budget Basis) (Negative)
2,776,876 2,732,229 2,732,229
93333 69,122 69,122
138,500 112,126 112,126
400,875 398,403 398,403
19.000 57,140 57,140
160,000 180,981 180,981
67,604 134,780 134,780
3,656,188 3.684,781 3.684,78) 0
2225852 2,041,157 2,041,157
681,475 725,722 725,722
75 75 75
323242 312,404 312,404
46,200 46,200 46,200
61,524 56,383 56,383
12,474 69,435 69,435
3,350,842 3,251,376 3.251.376 0
305,346 433,405 433,405 0
1.875 1,875
50,000 140,000 140,000
(328,821) {658,496) (658,496)
(278.821) (516,621) (516,621) 0
20,525 (83.216) (83.216) 0
2,825,214 3,353,699 3,353,699 0
2,851,739 3,270,483 3,270,483 0

The accompanying notes 10 the Required Supplementary Information are an imegral pant of this statement.
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YALOBUSHA COUNTY

Budgetary Comparison Schedule -
Budget and Actual (Non-GAAP Basis)
State Aid Road Project 81(1%9)S

For the Year Ended Sepiember 30, 2008

REVENUES
Intergovernmental revenues
Total Revenues

EXPENDITURES
Current;
Public works
Total Expenditures

Excess of Revenues
over (under) Expenditures

OTHER FINANCING S0URCES (USES)
Transfers in
Total Other Financing Sources and Uses

Net Change in Fund Balance
Fund Balances - Beginning

Fund Balances - Ending

The accompanying notes to the Required Supplementary Information are an integral part of this stalement.

Variance with

Aclual Final Budget

Original Final {Budgetary Positive

Budget Budget Basis) {Negative)
22,383 22,383

0 22,383 22,383 0
107,920 107,920

0 107,920 107.920 ]

0 (85,537) {85.537) 0
100,000 100,000

0 100,000 100,000 0

0 14,463 14,463 0

0 0 0 0

0 14.463 14,463 0
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YALOBUSHA COUNTY

Notes to the Required Supplementary Information
For the Year Ended September 30, 2008
Budgetary Information.

Statutory requirements dictate how and when the county's budget is to be prepared. Generally, in the
month of August, prior to the ensuing fiscal year beginning each October 1, the Board of Supervisors of the
county, using historical and anticipated fiscal data and proposed budgets submitted by the Sheriff and the
Tax Assessor-Collector for his or her respective department, prepares an original budget for each of the
Governmental Funds for said fiscal year, The completed budget for the fiscal year includes for each fund
every source of revenue, each general item of expenditure, and the unencumbered cash and investment
balances. When during the fiscal year it appears to the Board of Supervisors that budgetary estimates will
not be met, it may make revisions to the budget.

The county's budge1 is prepared principally on the cash basis of accounting. All appropriations lapse at
year-end, and there are no encumbrances 1o budget because state law does not require that funds be
available when goods or services are ordered, only when payment is made.

Basis of Presentation.

The Budgetary Comparison Schedule - Budget and Actual (Non-GAAP Basis) presents the original legally
adopted budget, the final Jegally adopted budget, actual amounts on a budgetary (Noen-GAAP Basis) and
variances between the final budget and the actual amounts. The schedule is presented for the General Fund
and each major Special Revenue Fund. The Budgetary Comparison Schedule - Budget and Actual (Non-
GAAP Basis) is a part of required supplemental information.

Budget/GAAP Reconciliation.
The major differences between the budgetary basis and the GAAP basis are:

l. Revenues are recorded when received in cash (budgetary) as opposed io when suscephible to
accrual {GAAP).

2. Expenditures are recorded when paid in cash (budgetary) as opposed to when susceptible to
accrual (GAAP).

The following schedule reconciles the budgetary basis schedules to the GAAP basis financial statements
for the General Fund and each major Special Revenue Fund:

Gevernmenial Fund Types
General State Aid Road
Fund Project 81{19)S

Budget (Cash Basis) $ (83,216) 14,463
Increase (Decrease)
Net adjustments for revenue accruals 86,487 15,269
Net adjustments for expenditure accruals 187,601 (10%,846)
GAAP Basis $ 190,872 (80,114}
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Btate of Mississippt

QFFICE OF THE STATE AUDITOR

STACEY E PICKERTNG
AUDITCR

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

Members of the Board of Supervisors
Yalobusha County, Mississippi

We have audited the financial statements of the governmental activities, each major fund and the aggrepate
remaining fund information of Yalobusha County, Mississippi, as of and for the year ended September 30, 2008, which
collectively comprise the county’s basic financial statements and have issued our report thereon dated March 25, 2010. Qur
report includes an adverse opinion on the aggregate discretely presented component units due to the omission of the
discretely presenied component units which are required by accounting principles generally accepied in the United States of
America to be reported with the financial data of the county’s primary government unless the county also issues financial
staternents for the financial reporting entity that include the financial data for its component units. We conducted our audit in
accordance with auditing standards generally accepted in the United States of America and the standards applicable to
financial audits contained in Government Auditing Standards, issued by the Comptroller General of the United States.

Internal Control Over Financial Reporting.

In planning and performing our audit, we considered Yalobusha County, Mississippi’s internal conirol 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 county’s internal contro! over
financial reporting. Accordingly, we do not express an opinion on the effectiveness of the county’s internal control over
financial reporting.

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

A control deficiency exists when the design or operation of a control does ot allow management or employees, in
the normal course of performing their assigned functions, to prevent or detect misstatements on a timely basis. A significant
deficiency is a control deficiency, or combination of conirol deficiencies, that adversely affecis the county’s ability to initiate,
authorize, record, process, or report financial data reliably in accordance with generally accepted accounting principles such
that there is more than a remote likelihood that a misstatement of the county’s financial staiements that is more than
inconsequential will not be prevented or detected by the county’s internal control. We consider the deficiencies described in
the accompanying Schedule of Findings and Responses as 08-1, 08-2 and 08-3 to be significant deficiencies in internal
control over financial reporting.

PO BOX 956 @ JACKSON, MISNISSIPPE 39205 ® (601) 376-2800 « FAX (601) 376-1630
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A material weakness is a significant deficiency, or combination of significant deficiencies, that results in more than
a remote likelihood that a material misstatement of the financial statements will not be prevented or detected by the county’s
internal control.

Our consideration of the internal coniro! over financial reporting was for the limited purpose described in the first
paragraph of this section and would not necessarily identify all deficiencies in the internal control that might be significant
deficiencies and, accordingly, would not necessarily disclose all significant deficiencies that are also considered to be
material weaknesses. However, we consider the significant deficiency described above as item 08-1 10 be a material
weakness.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether Yalobusha County, Mississippi's financial siatements are
free of material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts and
grant agreements, noncompliance with which could have a direct and material effect on the determination of financial
statement amounts, However, providing an opinion on compliance with those provisions was noi an objective of our audi,
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 reported under Government Auditing Standards.

However, we noted certain matters that we reported to the management of Yalobusha County, Mississippi, in the
Limited Internal Control and Compliance Review Management Report dated March 25, 2010, included within this document.

Yalobusha County’s response to the finding identified in our audit is described in the accompanying Schedule of
Findings and Responses. We did not audit Yalobusha County’s response and, accordingly, we express no opinion on it.

This report is intended solely for the information and use of management, the Board of Supervisors, others within
the entity and is not intended to be and should not be used by anyone other than thesc specified parties. However, this report
is a matter of public record and its distribution is not limited.

STACEY E. PICKERING WILLIAM R. DOSS, CPA
State Auditor Director, Financial and Compliance Audit Division

March 25, 2010
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State of Mississippi

OFFICE OF THE STATE AUCITOR

STACEY E. PICKERING
AUDITOR

INDEPENDENT AUDITOR'S REPORT ON CENTRAL PURCHASING SYSTEM,
INVENTORY CONTROL SYSTEM AND PURCHASE CLERK SCHEDULES
(REQUIRED BY SECTION 31-7-115, MISS. CODE ANN. (1972))

Members of the Board of Supervisors
Yalobusha County, Mississippi

We have made a study and evaluation of the central purchasing system and inventory control system of Yalobusha
County, Mississippi, as of and for the year ended Sepiember 30, 2008. Our study and evaluation included tests of compliance
of the Purchase Clerk and Inventory Control Clerk records and such other auditing procedures as we considered necessary in
the circumstances.

The Board of Supervisors of Yalobusha County, Mississippi, is responsible for establishing and maintaining a
central purchasing system and inventory control system in accordance with Sections 31-7-101 through 31-7-127, Miss. Code
Ann. (1972). In addition, the Board of Supervisors is responsible for purchasing in accordance with the bid requirements of
Section 31-7-13, Miss. Code Ann. {1972). The Board of Supervisors of Yalobusha County, Mississippi, has established
centralized purchasing for all funds of the county and has established an inventory control system. The objective of the
central purchasing system is to provide reasonable, but not absolute, assurance that purchases are executed in accordance
with state law.

Because of inherent limitations in any central purchasing system and inventory conirel system, errors or
irregularities may occur and not be detected. Also, projection of any evaluation of the system to future periods is subject to
the risk that procedures may become inadequate because of changes in conditions or that the degree of compliance with the
procedures may deteriorate.

In our opinion, Yalobusha County, Mississippi, complied, in all material respects, with state laws governing central
purchasing, inventory and bid requirements.

The accompanying schedules of (1) purchases not made from the lowest bidder, (2} emergency purchases and
(3) purchases made noncompetitively from a sole source are presented in accordance with Section 31-7-115, Miss. Code
Ann. (1972). The information contained on these schedules has been subjected to procedures performed in connection with
our aforementioned study and evaluation of the purchasing system and, in our opinian, is fairly presented when considered in
relation to that study and evaluation,
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This report is intended for use in evaluating the central purchasing system and inventory control system of
Yalobusha County, Mississippi, and is not intended to be and should not be relied upon for any other purpose. However, this
report is a matter of public record and its distribution is not limited.

STACEY E. PICKERING WILLIAM R. DOSS, CPA
Siate Auditor Director, Financial and Compliance Audit Division

March 25, 2010
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YALOBUSHA COUNTY Schedule 1
Schedule of Purchases Not Made From the Lowest Bidder
For the Year Ended September 30, 2008

QOur test results did not identify any purchases from other than the lowest bidder.
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YALOBUSHA COUNTY Schedule 2
Schedule of Emergency Purchases
For the Year Ended September 30, 2008

Qur test results did not identify any emergency purchases.
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YALOBUSHA COUNTY
Schedule of Purchases Made NMoncompetitively From a Sole Scurce
For the Year Ended September 30, 2008

Schedule 3

Qur test results did not identify any purchases made noncompetitively from a sele source.
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State of Mississippi

OFFICE OF THE STATE AUDITOR

STACEY E. PICKERING
AUDITOR

LIMITED INTERNAL CONTROL AND COMPLIANCE REVIEW MANAGEMENT REPORT

Members of the Board of Supervisors
Yalobusha County, Mississippi

Jn planning and performing our audit of the financial statements of Yalobusha County, Mississippi for the year
ended September 30, 2048, we considered Yalobusha County, Mississippi’s internal control to determine our auditing
procedures for the purpose of expressing our opinions on the financial statements and not to provide assurance on internal
contro).

In addition, for areas not considered material to Yalobusha County, Mississippi’s financial reporting, we have
performed some additional limited internal control and state legal compliance review procedures as identified in the state
legal compliance audit program issued by the Office of the State Auditor. Our procedures were substantially less in scope
than an audit, the objective of which is the expression of an opinion on the county’s compliance with these requirements,
Accordingly, we do not express such an opinion. This report does not affect our report dated March 25, 2010, on the
financial statements of Yalobusha County, Mississippi.

Although no findings came 1¢ our attention as a result of these review procedures and compliance tests, these
procedures and tests cannot and do not provide absolute assurance that all state legal requirements have been complied with.
Also, our consideration of the internal cantrol would not necessarily disclose al! matters within the internal control that mighs
be weaknesses. In accordance with Section 7-7-211, Miss, Code Ann. (1972), the Office of the State Auditor, when deemed
necessary, may conduct additional procedures and tests of transactions for this or other fiscal years to ensure compliance with
legal requirements.

This report is intended solely for the information and use of management, the Board of Supervisors, and others
within the entity and is not intended to be and should not be used by anyone other than these panies. However, this report is
a matter of public record and its distribution is not limited.

ORR. o

STACEY E. PICKERING WILLIAM R, DOSS, CPA
State Auditor Director, Financial and Compliance Audit Division

March 25, 2010
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YALOBUSHA COUNTY

SCHEDULE OF FINDINGS AND RESPONSES
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YALOBUSHA COUNTY

Schedule of Findings and Responses
For the Year Ended September 30, 2008

Section 1: Summary of Auditor’s Results

Financiol Stafements:

3.

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

Governmental activities Unqualified
Aggregate discretely presented component units Adverse

General Fund Unqualified
State Aid Road Project §1(19)S Fund Unqualified
Aggregate remaining fund information Unqualified

Internai control over financial reporting:

a. Materia) weakness jdentified? Yes
b. Significant deficiency identified that is not considered to be a material

weakness? Yes
Noncompliance material to the financial stalements noted? No

Secticn 2: Financial Statement Findings

Board of Supervisors.

Significant Deficiency - Material Weakness

08-1.

Finding

Generally accepied accounting principles require the financial data for the county's component units to be
reported with the financial data of the county’s primary government unless the county also issues financial
statements for the financial reporting entity that include the financial data for its component units. As
reported in the prior year’s audit report, the financial statements do not inciude the financial data for the
county’s legally separate component units. The failure to properly follow generally accepted accounting
principles resulted in an adverse opinion on the discretely presented component units.

Recommendation

The Board of Supervisers should provide the financial data for its discretely presented component units for
inclusion in the county’s financial statements.

Board of Supervisors” Response

Financial data was provided for Yalobusha General Hospital and Yalobusha County Nursing Home which
is audited by a CPA firm. However, the Yalobusha County Public Library System is not audited and the
financial data needed is not available. The county will continue 1o work with the library to obiain data.
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YALOBUSHA COUNTY

Schedule of Findings and Responses
For the Year Ended September 30, 2008

Significant Deficiency

08-2.

Finding

An effective system of internal control over solid waste accounts receivable should include the preparation
and maintenance of a monthly detailed list of accounts receivable with separate identification of prepaid
accounts. There are no controls in place to identify total amounts prepaid to the county or 1o ensure that
monthly detailed accounts receivable records are retained. Failure to implement adequate internal controls
could result in the loss of public funds and a misstatement of assets and revenues in the financial
statements.

Recommendation
The Board of Supervisors should ensure there are controls in place to separately identify total amounts
prepaid to the county from iotal amounts owed to the county and that monthly detailed accounts receivable

records are retained by the county.

Board of Supervisors’ Response

The county is acquiring the necessary software to allow for these items. The county will comply.

Significant Deficiency

08-3.

Finding

An effective system of internal control should include an adequate separation of duties. Cash collection
and disbursement functions in the Justice Court offices are not adequately separated for effective internal
control. The Justice Court Clerk has the authority to collect cash, make deposits, prepare daily check-up
sheets, reconcile the bank stalement, post the cash journal, make monihly settlements and write checks for
all disbursements. Failure to have an adequate separation of duties could result in the loss of public funds.

Recommendation
The Board of Supervisors should take steps to ensure that there is an adequate segregation of duties in the
collection and disbursement functions of the Justice Court offices or that there is external oversight over the

operations of the Justice Court offices.

Board of Supervisors’ Response

The Yalobusha County Board of Supervisors has ordered that the Justice Court Clerk’s offices be combined
to allow for effective internal controls.
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