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






Hinds County, Mississippi
Audited Financial Statements and

Special Reports
For the Year Ended September 30, 2007

CPAs & Advisors



HINDS COUNTY, MISSISSIPPI

TABLE OF CONTENTS

Independent Accountants’ Report on Financial Statements and Supplementary Information

Financial Statements:
Statement of Net Assets
Statement of Activities
Balance Sheet - Governmental Funds
Reconciliation of Governmental Funds Balance Sheet to the Stalement of Net Assets
Statement of Revenues, Expenditures and Changes in Fund Balances - Governmental Funds
Reconciliation of the Siatement of Revenues, Expenditures and Changes in Fund Balances of
Governmental Funds to the Statement of Activities
Statement of Fiduciary Obligations
Notes to Financial Statements

Required Supplementary Information:
Budget Comparison Schedule — Budget and Actual (Non-GAAP Basis)
General Fund
County Wide Road Maimenance Fund
Series 2007 A Tax Exempt Bonds
Series 2007B Taxable Bonds (Parking Garage)
Notes to the Required Supplementary Information

Supplementary Information:
Schedule of Expenditures of Federal Awards
Notes to Schedule of Expenditures of Federal Awards
Special Reports:
Independent Accountants’ 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

Independent Accountants’ Report on Compliance and Internal Control Over Compliance With
Requirements Applicable to Major Federal Awards Programs

Independent Accountants” Report on Central Purchasing System, Inventory Control System and Purchase
Clerk Schedules [Required by Section 31-7-115, Miss. Code Ann, (1972)]

Schedule 1 - Schedule of Purchases Not Made from the Lowest Bidder

Schedule 2 - Schedule of Emergency Purchases

Schedule 3 - Schedule of Purchases Made Noncompetitively From a Sole Source
Limited Internal Control and Compliance Review Management Report
Schedule of Findings and Questioned Costs

Auditee's Corrective Action Plan

O GO - O L

12
13

35
36
37
38
39

45

47

49

53

54

55

56

66

73



HINDS COUNTY, MISSISSIPPI

FINANCIAL SECTION



The Pinnacle at Jackson Place
190 E. Capitol Street, Suite 500
P Jackson, MS 39201-2190

CPAs & Advisors &01.948.6700 Fax 801.948.6000  www.bkd.com

Independent Accountants’ Report on Financial Statements
and Supplementary Information

Board of Supervisors
Hinds County, Mississippi
Jackson, Mississippi

We have audited the accompanying financial statements of the governmental activities, each major fund and the
aggregate remaining fund information of Hinds County, Mississippi (the County) as of and for the year ended
September 30, 2007, which collectively comprise the County’s basic financial statements as listed in the table of
contents. These financial statements are the responsibility of the County’s management. QOur responsibility is to
express opinions on these financial statements based on our audit,

We conducted our audit in accordance with auditing standards generally accepted in the United States of America
and the standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material misstatement. An 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.

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. Because of this departure from accounting principles generally
accepted in the United States of America, the assets, liabilities, net assets, revenues and expenses of the aggregate
discretely presented component units are not presented. 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 above do not present fairly, in confermity with accounting principles generally
accepted in the United States of America, the financial position of the aggregate discretely presented component
units of Hinds County, Mississippi as of September 30, 2007, and the respective changes in financial position thereof
for the year then ended.

Further, in our opinion, the financial statements referred to previously present fairly, in all material respects, the
respective financial position of the governmental activities, each major fund and the aggregate remaining fund
information of Hinds County, Mississippi as of September 30, 2007, 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.

In accordance with Government Auditing Standards, we have also issued our report dated December 3, 2009, on our
consideration of the County's internal control over financial reporting and our tests of its compliance with certain
provisions of laws, regulations, contracts and grant agreements and other matiers. The purpose of that report is to
describe the scope of our testing of internal control over financial reporting and compliance and the results of that
testing, and not to provide an opinion on the internal control over financial reporting or on compliance. That report
is an integral part of an audit performed in accordance with Government Auditing Standards and should be
considered in assessing the results of our audit.

i.‘.'
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The County 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 accompanying budgetary information as listed in the table of contents is not a required part of the basic financial
statements but is 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
measuremnent and presentation of the required supplementary 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 basic financial statements. The accompanying supplementary information, including the schedule of
expenditures of federal awards required by U.S. Office of Management and Budget Circular A-133, Audits of States,
Local Governments and Non-Profit Organizations, as listed in the table of contents, is presented for purposes of
additional analysis and is not a required part 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 opinion, is fairly stated, in
all material respects, in relation to the basic financial statements taken as a whole.

% Kb, tLf

December 3, 2009
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HINDS COUNTY, MISSISSIPPI Exhibit |
Suatement of Net Assets
September 30, 2007

Governmental
Activities
ASSETS
Cash 3 55,152,373
Property tax receivable 38,311,786
Fines receivable (net of allowance for
uncollectibles of $9,838,970) 402,751
Capital leases receivable 2,353,600
Intergovernmental receivables 2,199,457
Other receivables 114,270
Prepaid items 30,125
Deferred charge - issuance cost 895,377
Capial assets, net 97,800,981
Total Assets 197,360,720
LIABILITIES
Claims payable 3,081,897
Intergovemmental payables 4,528,327
Matured bonds and interest payable 18,459
Accrued interest payable 400,174
Deferred and unearned revenue 42,644,845
Long-term liabilities
Due within one year:
Capital debt 3,848,995
Noncapital debt 994,124
Judgment payable 300,000
Due in more than one year:
Capital debt 52,275,455
Noncapital debt 8,311,863
Judgment payable 2,054,000
Total Liabilities 118,458,139
NET ASSETS
Invested in capital assets, net of related debt 68,322,907
Restricted:
Expendable:
General government 474,543
Debt service 299,001
Public safety 3,306,077
Public works 1,621,882
Health and welfare 177,439
Culture and recreation 112,420
Economic development 5,615
Capital projects 482,276
Other purposes 118,680
Unrestricted 3,981,741
Total Net Assets 3 78,902,581

The notes to the financial statements are an integral part of this statement.
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HINDS COUNTY, MISSISSIPFI
Reconciliation of Governmental Funds Balance Sheet to the Statement of Net Assets
September 30, 2007

Tota]l Fund Balance - Governmental Funds

Amounts reported for governmental services in the Statement of Net Assets
are different because:

Capital assets are used in governmental activities and are not financial resources and,
therefore, are not reported in the funds, net of accumulated depreciation of $71,943,674.

Other long-term assets, such as fines receivable, are not available to pay for current period
expenditures and, therefore, are deferred in the funds.

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

Accrued interest payable is not due and payable in the current period, and, therefore, is not
reported in the funds.

Deferred issuance cost on refunding bond issue. Bond issuance costs are expensed in
funds and amortized in government-wide statements,

Total Net Assets - Governmental Activities

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

Exhibit 3-1

Amount

$ 48,067,955

97,900,981

222,879

(67,784,437)

(400,174}

895,377

$ 78,902,581
e}
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HINDS COUNTY, MISSISSIPPI

Reconciliation of the Statement of Revenues, Expenditures and Changes in
Fund Balances of Governmental Funds to the Statement of Activities

For the Year Ended September 30, 2007

Net Changes in Fund Balances - Governmental Funds

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

Governmental Funds report capital owtlays as expenditures. However, in the
Statement of Activities, the cost of those assets is allocated over their estimated
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
$20,079,657 exceeded depreciation of $6,338,871 in the current period.

In the Statement of Activities, only gains and losses from the sale of capital assets
are reported, whereas in the Governmental Funds, proceeds from the sale of
capital assets increase financial resources. Thus, the change in net assets differs
from the change in fund balances by the amount of the pet loss of $126,230 and
the proceeds from the sale of $64,458 and compensation for loss of capital assets
of $19,123 in the current period.

Fines 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,

Debt proceeds provide current financial resources to Governmental Funds, but
issuing debt increases long-term liabilities in the Statement of Net Assets. Repayment
of debt principal is an expenditure in the Governmental Funds, but the repayment
reduces long-term liabilities in the Statement of Net Assets. Thus, the change in
net assets differs from the change in fund balances by the amount that debt
proceeds of $48,996,014 exceeded debt repayments of $16,246,491.

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

The amount of increase in compensated absences
The amount of increase in accrued interest payable
The amount of increase in judgment payable

The deferred bond refunding loss

The amortization of deferred bond refunding cost
The issuance cost of bonds

The amortization of issuance cost on bonds

Change in Net Assets of Governmental Activities

The notes to the financial statements are an intepral part of this slatement.

Exhibit 4-1

Amount

$ 23,636,794

13,740,786

(209,811)

(321,227)

(32,749.523)

(443,582)
(126,746)
(2,354,000)
472,537
(31,805)
959,992

(64.615)

% 2,508,800
b 3



HINDS COUNTY, MISSISSTPPI
Statement of Fiduciary Obligations
September 30, 2007

ASSETS

Cash

Other receivables
Total Assets

LIABILITIES

Other liabilities
Intergovernmental payables
Total Liabilities

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

Exhibit 5

Agency
Funds
§ 1,021,469
152497
$ 1,173,966
$ 961,252
212,714
§ 1,173,966



HINDS COUNTY, MISSISSIPPI
Notes to Financial Statements
For the Year Ended September 30, 2007

(D Summary of Significant Accounting Policies.

A,

Financial Reporting Entity.

Hinds 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 Hinds County to present these financial statements on the
primary government 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 relationship with the County. Accordingly, the
financial staterments do not include the data of ali of the County's component units necessary for
reporting in conformity with accounting principles generally accepted in the United States of
America.

Hinds County Economic Development District
Rankin/Hinds Pearl River Flood and Drainage Control District
Hinds County Mental Health Commission

State law pertaining to county government provides for the independent election of county
officials, The following elected and appointed officials are all part of the County’s legal entity
and, therefore, are reported as part of the primary government financial statements.

Board of Supervisors
Chancery Clerk
Circuit Court Clerk
Justice Court Clerk
Purchase Clerk

Tax Assessor

Tax Collector
Sheriff

Basis of Presentation.

The County’s basic financial stalements 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 Statement of Net Assets and Staternent of Activities display information concerning the
County as a whole. The statements include all nonfiduciary activities of the primary government.
For the most part, the effect of interfund activity has been removed from these statements,
Governmental activities are generally financed through taxes, intergovernmental revenues and
other nonexchange revenues.

The Statement of Net Assets presents the financial condition of the governmentai 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



HINDS COUNTY, MISSISSIPPI
Notes to Financial Statements
For the Year Ended September 30, 2007

activities. Direct expenses are those that are specifically associated with a service, program or
department and, therefore, 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
contributions 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. Internal service fund balances have been
eliminated against the expenses and program revenue. The comparison of direct expenses with
program revenues identifies the extent to which each governmental function is seif-financing or
draws from the general revenues of the County.

Fund Financial Statements:

Fund financial statements of the County are organized into funds, each of which is considered to be
separale accounting entities. Each fund is 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 fiductary. Major individual Governmental Funds are
reported as separate columns in the fund financial statements. Nonmajor funds 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. Grants 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 recognized 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:

General Fund - This fund is used to account for all activities of the general government for which a
separate fund has not been established,

oad Maintena d - This fund is used to account for monies from specific
revenue sources that are restricted for road maintenance.

Serigs 2007A Tax Exempt Bonds - This fund is used to account for proceeds from the $25,500,000

Mississippi Development Bank Special Obligation Bonds, Series 2007A (Hinds County,
Mississippi General Obligation Public Improvements and Refunding Bond Project).
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Series 20078 Taxable Bonds (Parking Garage) - This fund is used to account for proceeds from
the §14,000,000 Mississippi Development Bank Special Obligation Taxable Bonds, Series 2007B

{Hinds County, Mississippi General Obligation Public Parking Project),
Additionally, the County reports the following fund types:
GOVERNMENTAL FUND TYPES

Special Rev 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 grani
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 Jong-term debt principal, interest and related costs.

Capital Projects Funds - These funds are used to account for financial resources to be used for the
acquisition or construction of major capital facilities. Such resources are derived principally from
proceeds of general obligation bond issues and federal grants.

Permanent Funds - These funds are used to account for resources that are legally restricted to the
extent that only earnings, and not the principal, may be used for the support of county programs.

FIDUCIARY FUND TYPES

Agency 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.

Account Classifications.

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

Use of Estimates.

The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and assumptions
that affect the reported amounts of assets and liabilities and disclosure of contingent assets and
liabilities at the date of the financial statements and the reported amounts of revenues, expenses
and other changes in net assets during the reporting period. Actual results could differ from those
estimates.

Deposits and Investments,
State law authorizes the County to invest in interest-bearing time certificates of deposit for periods
of fourteen days to one year with depositories and in obligations of the U.S. Treasury, State of

Mississippi, or any county, municipality or school district of this state. Further, the County may
invest in certain repurchase agreements.
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Cash includes cash on hand, demand deposilts, all certificates of deposil and cash equivalents,
which are short-term highly liquid investments that are readily convertible to cash {generally three
months or less), Investments 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.
Deferred Bond Issuance Costs.

Bond issuance costs incurred on the revenue bond issues have been deferred and are being
amortized over the life of the bonds using the straight-line method. Total amortization for the year
ended September 30, 2007, was $64,615,

Interfund Transactions and Balances.

Transactions between funds that are representative of short-term lending/borrowing arrangements
and transactions that have not resulied in the actual transfer of cash at the end of the fiscal year are
referred to as "due to/from other funds." Noncurrent portions of interfund receivabies 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 Statement of Net Assets.

Prepaid Items.

Certain payments lo vendors reflect costs applicable to future accounting periods and are recorded
as prepaid items in both government-wide and fund financial statements. Prepaid items, such as
prepaid insurance, are not reported for Goverrsnental Fund Types since the costs of such items are
accounted for as expenditures in the period of acquisition.

Capital Assels.

Capital acquisition and construction are reflected as expenditures in Governmental Fund
statements, and the related assets are reported as capital assets in the government-wide financial
statements. All purchased capital assets are stated at historical cost where records are available
and at an estimated historical cost where no records exist. Capital assets include significant
amounts of infrastructure which have been valued at estimated historical cost. The estimated
historical cost was based on replacement cost multiplied by the consumer price index implicit price
deflator for the year of acquisition. The extent to which capital assets, other than infrastructure,
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 on capital assets.

Governmental accounting and financial reporting standards require governments meeting certain
criteria to retroactively report major general infrastructure assets by September 30, 2007. Current
year general infrastructure assets are required to be reported. General infrastructure assets
acquired after September 30, 1980, are reporied on the government-wide financial statements,
Current year general infrastructure assets are reported on the government-wide financial
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statements. General infrastructure assets include all roads and bridges and other infrastructure
assets.

Capitalization thresholds (dollar value above which asset acquisitions are added to the capital asset
accounis) and estimated useful lives are used 1o report capital assels in the government-wide
financial statements. Depreciation is calculated on the straight-line basis for all assets, except land.
Depreciation expense includes amortization of capital leases, A full year's depreciation expense is
teken for all purchases and sales of capital assets during the year. The following schedule details
those thresholds and estimated useful lives:

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 liabilities are the unmatured principal of bonds, loans, notes or other forms of
noncurrent 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 governmenital activities within the Statement of Net Assets. Bond
premiums and discounts, as well as issuance costs, are deferred and amortized over the life of the
bonds using the straight-line method. Bonds payable are reported net of the applicable bond
premium or discount. Bond issuance costs are reported as deferred charges and amortized over the
term of the related debt.

In the fund financial statements, Governmental Fund Types recognize bond premiums and
discounts, as well as bond issuance costs, during the current pericd. The face amount of the debt
issued is reported as other financing sources. Premiums received on debt issuances are reported as
other financing sources, while discounts on debt issuances are reported as other financing uses.
Issuance costs, whether or not withheld from the actual debt proceeds received, are reported as
debt service expenditures.

Equity Classifications.

Government-wide Financial Statements:

Equity is classified as net assets and displayed in three components:
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Invested in capital assets, net of related debt - Consists of capital assets, including restricted capital
assets, net of accumulated depreciation and reduced by the outstanding balances of any bonds,
notes or other borrowings attributable to the acquisition, construction or improvement of those
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
law through constitutional provisions or enabling legislation. The County first applies restricted
net assets when an expenditure or outlay is incurred for purposes for which both restricted and
unrestricted net assets are available.

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

Fund Financial Statements:

Governmental fund equity is classified as fund balance. Fund balance is classified 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.

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 certain property taxes is limited by state law. Generally, this restriction provides that
these tax levies shall produce no more than 110% of the amount which resulted from the
assessments of the previous year.

The Board of Supervisors, each year at 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 | 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 due 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 original purchase,

Accounting principles generally accepted in the United States of America require property taxes to
be recognized at the levy date if measurable and available. All 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 until the date of original purchase occurs.

Intergovernmental Revenues in Governmental Funds,

Intergovernmental 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.
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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. Accounting 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 staiements. In fund
financial staternents, Governmental Funds report the compensated absence liability payable only if
the payable has matured; for example, an employee resigns or retires.

Deferred Revenue,

Deferred revenue represents real property tax revenues for the ensuing fiscal year and advances on
grants and contract awards for which the County has not met all of the applicable eligibility
requirements,

Future Effective Accounting Pronouncemenis.

The following are future effective accounting pronouncements which management believes will
have some impact on future financial reporting of the County:

GASB Statement No. 45, Accounting and Financial Reporting by Employers for Postretirement
Benefits Other than Pension. This statement establishes standards for the measurement,
recognition and display of other postretirement benefits expenses/expenditures and related
liabilities (assets), note disclosures and required supplementary information in the financial reports
of state and local governmental employers. The statement requires the net Other Post-Employment
Benefits (OPEB) obligation, or the shorifall of annual OPEB contributions to annual costs be
reported as a financial statement liability. The provisions of this statement are effective for the
fiscal year ending September 30, 2009, Although management has not deiermined the effect this
statement will have on its financial statements, its impact is expecied to be substantial,

GASB Statement No 50, Pension Disclosures. This statement provides for improved disclosures
regarding pension plans of employers. The statement is effective for the fiscal year ending
September 30, 2008, and is not expected to have a significant effect on the County’s pension
disclosures.

GASB Statement No 53, Accounting and Financial Reporting for Derivative Instruments. This
statement is effective for the fiscal year ending September 30, 2010. Earlier application is
encouraged. The guidance in this statement will require governments to measure derivative
instruments al fair value in their economic resources measurement focus financial statementis. The
changes in fair value of hedging derivative instruments do not affect investment revenue but are
reported as deferrals. On the other hand, the changes in fair value of investment derivative
instruments (which include ineffective hedging derivative instruments) are reported as part of
invesiment revenue in the current reporting peried. Although management has not evaluated the
impact of this statement on the County’s financial staiements, given the nature of the County’s
involvement in interest rate swaps, the potential impact could be substantial,

GASB Statement No 54, Fund Balance Reporting and Governmental Fund Type Definitions. This
statement is effective for the fiscal year ending September 30, 2011. Early implementation is
encouraged. The requirements in this staiement will change financial reporting by providing fund
balance categories and classifications that are expected to be more easily understood. The fund
balance disclosures will give users information necessary to understand the processes under which
constraints are imposed upon the use of resources and how those constraints may be modified or
eliminated. This statement is expected to have a significant effect on how the County reports its
fund balances.
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S Operating Leases.

The County is party to a number of immaterial operating leases for real estate,

Deposits and Invesiments.

The carrying amount of the County's tolal deposits with financial institutions at September 30, 2007, was
$56,154,637 (including Agency Funds and excluding petty cash of $19,205), and the bank balance was
$59,950,741. The collateral for the County’s deposits of $51,074,549, with a bank balance of $54,876,633,
in approved financial institutions was 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 thal institution would be
liquidated by the State Treasurer to replace the public deposits not covered by the Federal Deposit
Insurance Corporation (FDIC).

Repurchase agreements with a maturity of October 2007 and a fair value of $5,074,108 are considered to be
cash equivalents,

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. The repurchase agreement was collateralized
through a three-party agreement which provided collateral through GNMA certificate pools.

Interfund Transactions and Balances.
The following is a summary of interfund balances at September 30, 2007:

A, Due From/To Other Funds:

Receivable Fund Payable Fund Amount
County Wide Road
Maintenance Fund General Fund ¥ 218,114
Other Governmental Funds General Fund 148,574
Toatal % 166,688
-

The receivables represent the tax revenue collected but not settled until October 2007. All
imterfund balances are expected 1o be repaid within one year from the date of the financial
statements.
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B. Advances From/To Other Funds:
Receivable Fund Payable Fund Amount
General Other Governmental Funds 3 886,200

The principal purpose of advances to Other Governmental Funds was to provide operating capital
for federal, state and local grants in order to pay for operations of the funds unti} reimbursed.

C. Transfers In/Cul:

Transfers In Transfers Out Amount

General Fund Other Governmental Funds 3 8,556

County Wide Road

Maintenance Fund General Fund 3,000

Other Governmental Funds General Fund 289,618

Other Governmental Funds Other Governmental Funds 68,891

Total h 370,065
. . —]

The principal purposes of interfund transfers were 1o provide funds for grant matches, lo provide
funds as budgeted for operations, 1o provide funds to pay for capital outlays or 1 provide funds to

pay for debt service. All interfund transfers were routine and consistent with the activities of the
fund making the ransfer.

4 Intergovernmental Receivables.

Intergovernmental receivables al September 30, 2007, consisted of the following:

Description Amount
Governmental Activities:
Legislative tax credit h) 1,060,277
Reimbursement for housing prisoners 319,080
Public Safety grants 277,477
Public Works grants 328,072
Other 214,551
Total governmental activities 3 2,199,457
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(5] Capital Assets.

The following is a summary of capital assets activity for the year ended September 30, 2007:

Balance Balance
10/01/06 Additions Deletions Transfers** Adjustmenis® 09/30/07
Nongeprecigble capital asscls:
Land ¥ B69S0 0§ 509254 5 - % - 5 - § 1.378,804
Construction in progress 2,321,843 2,970,043 - - - 5,291,886
Total nondepreciable
capital assets 3,191,393 3,479,297 - - - 6,670,690
Depreciable capital assets:
Infrastructure 76,300,662 3,206,647 - . 1,869,428 81,376,737
Buildings 41,627,300 1,957,754 . - - 43,785,051
Improvements other
than buildings 8.495,743 §30,000 - - 226,100 9.571,843
Mobile equipment 13.494,248 533,846 (1.206,437) 1.934.650 . 14,756,307
Furniture and equipment 3,811,743 526.472 (77.756) - 4,260,459
Leased property under
capital leases 2,100.048 9,525,644 (67,778} {1,934,650) - 9,623,264
Total depreciable capital assets 146,029,744 16,600,360 (1,351,971} - 2,095,528 163,373,661
Less accumulated depreciation for:
Infrastructure (39.890,896) (1.882.023) - - {51,268) (41 324,18}
Buildings (11,735.614) (B33,127) - - - (12,565,741)
Improvements other
than buildings (2.018,742) (1.182,573) . - (9.044) (3.210.359)
Mobile equipment (9.574,741) (1,097,295} 1,075,467 (1,112,835 - (10.709.404)
Fumniture and equipment (2,532.785) (626,451) 40,260 - - (3. 118.976)
Leased propeny under .
capital leases (§,133,569) (720.402) 26.433 1,112,835 - (714,703)
Total accumulated depreciation (66,886.347) (6,336,871} 1,142,160 - {60,312} (72.143,370)
Total depreciable capital
assets, net 79,143,397 10,261,489 (209,811) - 2035216 91,230,291
Governmental activities capital
assels, net § 82,334,790 3 13,740,786 3 (209.811) % . § 2035206 5§ 97,800,981

* Adjustments are the effect of cumulative corrections 1o ¢ost and accumulated depreciation for various
capital assets of the County. See footnote (18) for additional information.

**Transfers represent leased mobile equipment under capital leases paid in full during the year ended
September 30, 2007. :
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Depreciation expense was charged to the following functions:

Amount
Governmental Activities:

General government b 645,049
Public safety 3,171,887
Public works 2,377,083
Health and welfare 133,807
Culture and recreation 11,045

Total governmental activities depreciation expense $ 6338871

Commitments with respect to unfinished capital projects at September 30, 2007, consisted of the following:

Remaining

Financial Expected Date
Description of Commitment Comumitment of Completion
Belk Project L3 9,577 10/31/08
Byram Parkway 225,833 02/28/09
Byram-Clinton Corridor 3,235,518 12/31/09
Detention Center 183,035 03/31/08
John Bell Williams Airport 196,735 06/30/10
Mid Point Park 25,200 12/31/09
Parking Garage 644,396 12/31/09
Penal Farm 447,776 09/30/09
Raymond Courthouse 161,463 06/30/10
Utica Park 50,275 09/30/09

3 5,179,808
T

Claims and Judgments.

Risk Financing:

The County finances its exposure to risk of loss related to workers’ compensation for injuries to its
embloyees 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 pool will be self-sustaining through member premiums. The
retention for the pool is $1,000,000 for each accident and completely covers statutory limits set by the
Workers' Compensation Commission. Risk of loss is remote for claims exceeding the pool's rerention
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, 2007, to January I,
2008. The pool may make an overall supplemental assessmemnt or declare a refund, depending on the loss
experience of all the entities it insures,

The County is exposed to risk of loss relating to public official liability, law enforcement liability,
automobile liability, personal property damage and employment practices. The County protects itself
against loss in these areas with comumercial insurance coverages of $1,000,000 to $2,000,000 and retention
deductibles ranging from $10,000 to $75,000.
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The County finances its exposure to risk of loss relating to employee health and accident coverapge through
the Mississippi Public Entity Employee Benefit Trust, a public entity risk pocl. The pool isa
claims-servicing organization, with the County retaining the risk of loss on all claims to which the County is
exposed. Premium payments to the pool are determined on an actuarial basis. Claims expenses and
liabilities are reported when it is probable that a loss has occurred and the amount of that Joss can be
reasonably estimated. The County had no year-end liability because cash on deposit in the risk pool
approximated the pool’s accrued unpaid claims,

Settled claims did not exceed insurance coverage for the fiscal years ended September 30, 2005 or
September 30, 2006, For the year ended September 30, 2007, settled claims exceeded commercial
coverage by $2,000,000. This amount is recognized as a liability in the Government-wide Statement of Net
Assets.

Capital Leases.

As Lessor:

The County leases the following property with varying terms and options through 2014 as of September 30,
2007

Class of Property Amount
Buildings 3 5,000,000
-

The future minimum Jease receivables and the present value of the net minimum lease receivables as of
September 30, 2007, are as follows:

Year Ending September 30 Principal Interest

2008 $ 275000 3 62,850
2009 280,000 54,600
2010 290,000 46,200
2011 300,000 37,500
2012 310,000 28,500
2013 - 2014 640,000 28,950
Total 3 2,095,000 $ 258,600

o
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As Lessee:

The County is obligaled for the following capita! assets acquired through capital leases as of September 30,
2007

Governmental

Classes of Property Activities
Mobile equipment % 394,472
Nonmobile equipment 9,228,792
9,623,264

Less accumulated depreciation (714,703)
Leased property under capital leases $ 8,908,561

The following is a schedule by years of the total payments due as of September 30, 2007:

Year Ending September 30 Principal Interest

2008 £ 610,507 $ 305876
2009 642,222 264,357
2010 577,244 237,334
2011 574,773 212,396
2012 600,788 186,381
2013 - 2017 3,378,664 492,901
Tolal $ 6,384,198 § 1,699,245

- ] L ]
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(8) Long-term Debt.

Debt outstanding as of September 30, 2007, consisted of the following:

Final
Amount Interest Maturity
Description and Purpose Outstanding Rate Date
Governmental Activities:
A. General Obligation Bonds:
General Obligation Refunding Bonds, Series 1994 $§ TIB000  550%106.25% 03/01/11
General Obligation Bond, Series 1994 (Double G) 2,095,000 3.00% 05/06/14
Mississippi Development Bank Special Obligation
Bonds, Series 2005 (Hinds County, Mississippi
General Obligation Public Improvements
Bond Project) 1,465,000 3 10% 10 5.25% 10/01/35
General Obligation Bonds, Series 1999-A 360,000 6.00% 16/01/19
General Obligation Bonds, Series 1999-B 40,000 5.70% to 7.00% 10/01/19
Taxable General Obligation Refunding Bonds, Series 2001 3,760,000  5.80% to 6.50% 07/1514
Mississippi Development Bank Special Obligation
Bonds, Series 2007A (Hinds County, Mississippi
General Obligation Public Improvements and 25,500,000 4.00% 10 5.00% 10/01/36
Refunding Bond Project)
Mississippi Development Bank Special Obligation
Taxable Bonds, Series 2007B (Hinds County,
Mississippi General Obligation Public Parking Project) 14,000,000 5.46% 10/01/36
Total General Obligation Bonds $ 54,605,000
B. Limited Obligation Bonds:
Tax Increment Limited Obligation Bonds, Series 1997
(Wal-Mart) $ 355,000 520%105.75% 09/01/17
Tax Increment Financing Revenue Bond, Series 2005
(Byram Parkway Project) 410,000 5.34% 04/01/18
Total Limited Obligation Bonds 3 765,000
C. Grant Obligations
Jackson Redevelopment Authority Urban Renewal
Bonds, Central Business District Parking Project $ 185,000 8.00% 08/01/09
Jackson Redevelopment Authority, City of Jackson,
Hinds County, Mississippi Urban Renewal Bonds
{(Jackson Mall Area Project), Series 1998-A 360,000 4.10% 110113
Total Gram Obligations 5 545,000
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Final
Amount Interest Maturity
Description and Purpose Qutstanding Rate Date
D. Capital Leases:
E-011 System T 5548412 5.00% 03/15¢17
Two Nissan Pathfinders 22,804 5.75% 02/24/09
Sheriff's Vehicles 223,615 198% 12129/09
Ford F-150 Truck 16,341 5.80% 1171209
Self-Contained Breathing Apparatus Equipment 573,026 0.00% 09/01/16
Total Capital Leases I 6,384,198
E. Other Loans:
Metro Parkway Project Extension % 285,332 0.00% 11/01/10
Computer Upgrade Note 955,401 3.95% 05/01411
Total Other Loans b 1,240,733

Annua) debt service requirements o maturity for the following debt reported in the Statement of Net Assets
are as follows:

General Obligation Bonds Limited Obligation Bonds
Year Ending September 30 Principal Interest _Principal Interest
2008 $ 3510000 $ 2,659673 $ 58,000 § 41,053
2009 3,335,000 2,478,271 60,000 31,665
2010 3,520,000 2,302,303 61,000 34,666
2011 3,680,000 2,107,504 63,000 31,307
2012 1,925,000 1,962,552 70,000 27,812
2013 - 2017 7,850,000 8,515,213 405,000 71,321
2018 - 2022 6,525,000 6,767,076 48,000 1,281
2023 - 2027 7,020,000 5,247,769 - -
2028 - 2032 8,915,000 3,385,785 - -
2033 - 2037 8,325,000 1,014,339 - -
Total $ 54,605,000 $ 36,440,485 $ 765,000 =!i 245,105
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Grant Obligations Other Loans

Year Ending September 30 Principal Interest Principal Interest

2008 $ 135,000 3 28,638 § 296,488 $ 37,738
2009 140,000 19,593 305,382 28,845
2010 50,000 10,045 314,626 19,600
201 50,000 7,995 324,237 9,950
2012 55,000 5,843 - -
2013 - 2017 115,000 4818 - -
Total $ 545,000 ] 76,932 $ 1,240,733 3 96,173

—

Legal Debt Margin - The amount of debt, excluding specific exempted debt, that can be incurred by the
County is limited by state 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 to 20% whenever a county issues bonds 1o repair or
replace washed out or coflapsed bridges on the public roads of the county. As of September 30, 2007, the
amount of outstanding debt was equal to 3.27% of the latest property assessments.

Advance Refupding - On March §, 2007, the County issued $25,500,000 in general obligation bonds, of
which a portion were refunding bonds, with an average interest rate of 4.56% to advance refund $8,820,000
of the following outstanding bond issues with an average interest rate of 5.18%:

Outstanding
Amount
Issue Refunded
Mississippi Development Bank Special Obligation Bonds,
Series 2005 (Hinds County, Mississippi General Obligation
Public Improvements Bond Project) $ 5715000
Hinds County, Mississippi General Obligation Bonds, Series 1999-A 2,755,000
Hinds County, Mississippi General Obligation Bonds, Series 1999-B 350,000

$ 8,820,000
L |

The Mississippi Development Bank Special Obligation Bonds, Series 2005 (Hinds County, Mississippi
General Obligation Public Improvements Bond Project) had an outstanding balance of $7,315,000 at the
time of refunding, but only $5,715,000 of the bond was refunded, leaving a remaining principal balance of
$1,600,000.

The Hinds County, Mississippi General Obligation Bonds, Series 1999-A had an outstanding balance of
$3,295,000 at the time of refunding, but only $2,755,000 of the bond was refunded, leaving a remaining
principal balance of $540,000.

The Hinds County, Mississippi General Obligation Bonds, Series 1999-B had an outstanding balance of
$410,000 at the time of refunding, but only $350,000 of the bond was refunded, leaving a remaining
principal balance of $60,000.
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The net proceeds of $9,293,287 (after payment of $223,494 in underwriting fees and other issuance costs)
were used to purchase U.S. government securities. Those securities were deposited in an irrevocable trust
with an escrow agent to provide for all future debt service payments on the bonds. As a result, those bonds
are considered to be defeased, and the liability for those bonds has been removed from the Statement of Net

Assets,

The County advance refunded the above bonds to reduce its total debt service payments over the next 29
years by $144,710 and to obtain an economic gain (difference between the present values of the debt
service payments on the old and new debt) of $203,960.

The following is a summary of changes in long-term liabilities and obligations for the year ended
September 30, 2007:

Amount Due

Balance Balance Within One

QOct. 1, 2006 Additions Reductions  3ept. 30, 2007 Year

Governmental Activities:

Compensated absences $ 1837655 § 443582 % - $ 2331237 % 233124
Tort claims payable - 2,354,000 - 2,354,000 300,000
General obligation bonds 26,785,000 39,500,000 (11,680,000) 54,605,000 3,510,000
Deferred bond refunding charge - (472,537) 31,805 (440,732) -
Limited obligation bonds 812,000 - (47,000) 765,000 58,000
Grant obligations 670,000 - {125,000) 545,000 135,000
Capital leases 994,744 9,496,014 (4,106,560) 6,384,198 610,507
Other loans 1,528,665 - (287.931) 1,240,734 296,488
Total $32,678,064 $51,321,059 $(16,214,686) 3$67,784.437 §$ 5,143,119

EmrET—

Compensated absences and tort claims typically are liquidated through the general fund.

2006 Interest Rate Swap.

On May 1, 2006, the County and the Mississippi Development Bank [collectively “the County'’] executed a
confirmation with RFPC Capital Services, LLC ( a subsidiary of Rice Financial Products Company) [the
2006 Swap Counterparty”], in connection with the execution of an Interest Rate Swap Agreement [the
“2006 Swap Agreement”] in an attempt to reduce the debt service costs associated with certain outstanding
obligations of the County. The swap was done in conjunction with the Mississippi Development Bank
Special Obligation Bonds Series 2005 [Hinds County, Mississippi General Obligation Public Improvement
Bond Project] issued to fund certain public improvements for the County. The notional amount of the swap
was $7,445,000, subject to a multiplier which made the effective notional amount of the swap $29,780,000.
The County received a payment of $875,000 from the 2006 Swap Counterparty when the swap was initiated
for the purpose of paying certain costs associated with the swap, including legal and financial advisory fees.

Under the 2006 Swap Agreement the County received a fixed rate from the 2006 Swap Counterparty and, in
return, paid a fixed rate less an Adjustment Factor. The Adjustment Factor exposed the County to changes
in the ratio between the tax-exempt BMA Index and LIBOR. Payments on the swap were exchanged
semiannually.
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On September 19, 2007, the 2006 Swap Agreement was amended to decrease the notional amount lo
$1,600,000 and amend the multiplier to leave the effective notional amount at $29,780,000. The County
received an additional payment of $300,000. Under the amendment, the County pays a variable rate
indexed to the SIFMA Municipal Swap Index (SIFMA) divided by a fixed divisor of 0.604 and received a
fixed rate less an adjustment factor based primarily on the relationship between LIBOR and SIFMA through
September 18, 2007, and receives a variable rate based primarily on either LIBCR or the ISDA-swap rate
based on certain conditions from September 19, 2007 through September 30, 2009, and then will receive a
variable rate based primarily on a percentage of the ISDA-swap rate from October 1, 2009, through
maturily. All amounts 1o be received by the County under this agreement are subject to a multiplier. The
swap will terminate on October 1, 2035. An early termination of the swap transaction may result in the
County making or receiving a termination payment based on the prevailing market interest rates at the time
of such termination. As of September 30, 2007, the fair market value of the transaction was a liability of
$3,428,859, which is pot recorded on the County's financial statements. The swap value is determined by
the counterparty using a market-value approach, which determines the estimated value at which the
counterparty would have entered into under a similar transaction.

Ris i with the Amended W, nt:

Credit Risk — The County’s swap relies on the performance of the 2006 Swap Counterparty. The County is
exposed to the risk that the 2006 Swap Counterparty is unable to fulfill its obligations to the County. The
obligations of the 2006 Swap Counterparty to the County are guaranieed by a third-party guarantor that
maintains credit ratings of “AA” or better by Moody's Investors Service, Standard & Poor's and Fitch,
respectively.

Basis Risk - The County pays fixed rates on the Mississippi Development Bank Special Obligation Bonds
Series 2005 (Hinds County, Mississippi General Obligation Public Improvement Bond Project) and,
therefore, the 2006 swap does not address any basis risk.

Termination Risk — The amended 2006 Swap Agreement does not contain any extraordinary termination
events or triggers that would expose the County 1o significant termination risk. If the 2006 Swap
Counterparty fails to meet its obligations to the County, these obligations will be met by a third-party
guarantor that maintains credit ratings of “AA™ or better by Moody's Investors Service, Standard & Poor's
angd Fitch, respectively. If the third- party guarantor suffers a loss of creditworthiness, the 2006 Swap
Counterparty shall find an acceplable replacement guarantor. If such replacement guarantor is not available
or if the County fails to meet its obligations to the 2006 Swap Counterparty, the termination provisions in
the 2006 Swap Agreement will apply. The County may be liable for a payment equal to the fair market
value of the swap if a termination cccurs prior to October 1, 2035, and that fair market value is negative.

Interest Rate Risk — Under the Amended 2006 Swap Agreement, the County is subject to inierest rate risk
for changes in the six-month LIBOR rate through September 30, 2009, and to changes in SIFMA and to
changes in the ten-year ISDA-swap rate through the maturity of the contract. Based on the multipliers and
divisors inherent in the contract, the County's exposure to changes in these rates is not directly related to
changes in the rates themselves. The County is exposed to changes in relationships between tax-exempt and
taxable interest rates that may be affected by changes in the marginal tax rate, the elimination of tax
preferences or other major changes to current tax law, including, but not limited to, implementation of a flat
tax or value-added tax.
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2007 Interest Rate Swap.

On July 23, 2007, the County and the Mississippi Development Bank [collectively “the County™] executed a
confirmation with RFPC Capital Services, LLC (a subsidiary of Rice Financial Products Company) [the
“2007 Swap Counterparty”], in connection with the execution of an Interest Rate Swap Agreement [the
“2007 Swap Agreement"] in an attempt to reduce the debt service costs associated with certain outstanding
obligations of the County. The swap was done in conjunction with the Mississippi Development Bank
Special Obligation Bonds, Series 2007A [Hinds County, Mississippi General Obligation Public
Improvement and Refunding Bond Project] and Mississippi Development Bank Taxable Special Obligation
Bonds, Series 2007B [Hinds County, Mississippi General Obligation Public Parking Bond Project] issued
to fund certain public improvements for the County. The notional amount of the swap is $39,500,000. The
County received a payment of $500,000 from the 2007 Swap Counterparty when the swap was initiated for
the purpose of paying certain costs associated with the swap, including legal and financial advisory fees.

Under the 2007 Swap Agreement, the County pays a variable rate indexed to the SIFMA divided by a fixed
divisor of 0.604 and receives a variable rate based primarily on either LIBOR or the ISDA-swap rate based
on certain conditions through September 30, 2010. Starting October 1, 2010, through maturity, the County
will receive a variable rate based on a percentage of the ISDA-swap rate plus a fixed spread. Payments on
the swap are exchanged semiannually. The swap will terminate on October |, 2036. An early termination
of the swap transaction may result in the County making or receiving a termination payment based on the
prevailing market interest rates at the time of such termination. As of September 30, 2007, the fair market
value of the transaction was a liability of $3,119,417, which is not recorded on the County’s financial
statements. The swap value is determined by the counterparty using a market value approach, which
determines the estimated value at which the counterparty would have entered into a similar transaction,

Risks Associated with the amended 2007 Swap Agreement:

Credit Risk — The County’s swap relies on the performance of the 2007 Swap Counterparty. The County is
exposed to the risk that the 2007 Swap Counterparty is unable to fulfill its obligations to the County. The
obligations of the 2007 Swap Counterparty to the County are guaranteed by a third-party guarantor that
maintains credit ratings of “AA”" or better by Moody's Investors Service, Standard & Poor’s and Fitch,
respectively.

Basis Risk — The County pays fixed rates on the Mississippi Development Bank Special Obligation Bonds,
Series 2007A (Hinds County, Mississippi General Obligation Public Improvement and Refunding Bond
Project} and the Mississippi Development Bank Taxable Special Obligation Bonds, Series 2007B (Hinds
County, Mississippi General Obligation Public Parking Bond Project), and, therefore, the swap does not
address any basis risk.

Termination Risk — The amended 2007 Swap Agreement does not contain any extraordinary termination
events or triggers that would expose the County to significant termination risk. If the 2007 Swap
Counterparty fails to meet its obligations to the County, these obligations will be met by a third-party
guarantor that maintains credit ratings of “AA™ or better by Moody's Investors Service, Standard & Poor's
and Fitch, respectively. If the third- party guarantor suffers a loss of creditworthiness, the 2007 Swap
Counterparty shall find an acceptable replacement guarantor. If such replacement guarantor is not available
or if the County fails to meet its obligations to the 2007 Swap Counterparty, the termination provisions in
the 2007 Swap Agreement will apply. The County may be liable for a payment equal to the fair market
value of the swap if a termination occurs prior to October 1, 2036, and that fair market value is negative.

Interest Rate Risk - Under the 2007 Swap Agreement, the County is subject to interest rate risk for changes

in the LIBOR rate though September 30, 2010, and to changes in SIFMA and to changes in the ten-year
ISDA-swap rate through the maturity of the contract. Based on some of the divisors and other adjustments
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iherent in the contract, the County’s exposure to changes in these rates is not directly related to changes in
the rates themselves. The County is exposed to changes in relationships between tax-exempt and taxable
interest rates that may be affected by changes in the marginal tax rate, the elimination of tax preferences or
other major changes to current tax law, including, but not limited to, implementation of a flat tax or value-
added tax.

Contingencies.

Federal Grants - The County has received federal grants for specific purposes that are subject to audit by the
grantor agencies. Entitlements to these resources are generally conditional upon compliance with the terms
and conditions of grant agreements and applicable federal regulations, including the expenditure of
resources for allowable purposes. Any disallowance resulting from 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.

itigation - The County is party to legal proceedings, many of which occur in the normal course of
governmental operations. It is not possible at the present time 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,

Contingent Liability - The County is contingently liable for certain obligations which are repaid by the
Jackson Redevelopment Authority (JRA}. The principal amount of such debt outstanding at year-end
consists of the following:

Balance at
Description Sept. 30, 2007
JRA - Urban Renewal - Jackson State University 3 2,795,000

The amount shown above is the amount reported as payable at September 30, 2007, by JRA for this
liability. The County is not involved in making the payments for this debt. The debt was refunded during
the fiscal year ended September 30, 2008.

No Commitment Debt (Not Included in Financial Statements).

No commitment debt is repaid only by the entities for whom the debt was issued and includes debu that
either bears the County’s name or for which a moral responsibility may exist that is not an enforceable
promise to pay. No commitment debt explicitly states the absence of obligation by the County other than
possibly an agreement to assist creditors in exercising their rights in the event of default. Because a default
may adversely affect the County's own ability to borrow, the principal amount of such debt outstanding at
year-end is disclosed as follows:

Balance at
Description Sept. 30, 2007
Refunding Revenue Bonds (Mississippi Methodist Hospital and
Rehab Center Project), Series 1993 $ 10,550,000
. — ]
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Related Organizations,

The Hinds County Board of Supervisors is responsible for appointing a voting majority of the members of
the board of the Hinds County Livestock Commission, but the County's accountability for this organization
does not extend beyond making the appointments. During the year, the County appropriated $18,000 to this
organization,

Joint Ventures.
The county participates in the following joint venture:

The County is a participant with the City of Jackson in a joint venture authorized by Section 39-3-8, Miss.
Code Ann. (1972) to operate the Jackson-Hinds Library System. The joint venture was created to provide a
library system for city and county residents and is governed by 14 members with each entity appointing 7
members. By contractual agreement, the County’'s appropriation to the joint venture was $1,555,744 in
fiscal year 2007. Complete financial statements for the Jackson-Hinds Library System can be obtained from
the following address: 400 North Staie Street, Jackson, MS 39201,

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

Central Mississippi Planning and Development District, Inc. (CMPDD?} operates in a district composed of
the counties of Copiah, Hinds, Madison, Rankin, Simpson, Warren and Yazoo. The Hinds County Board of
Supervisors appoints 3 of the 33 members of the board of directors. The County contributes a small
percentage of CMPDD)’s total revenue. The County appropriated $52,352 for support of CMPDD in fiscal
year 2007.

Hinds Community College District (the College) operates in a district composed of the counties of
Claiborne, Copiah, Hinds, Rankin and Warren. The Hinds County Board of Supervisors appoints 5 of the
15 members of the College's board of trustees. The County appropriated $9,501,469 for maintenance and
support of the College in fiscal year 2007,

Hinds County Human Resource Agency, Inc. (the Agency) operates in a district composed of Hinds County,
private citizens and local organizations. The Hinds County Board of Supervisors appoints 5 of the 15
members of the Agency. The County appropriated $122,400 for support of the Agency in fiscal year 2007,

Defined Benefit Pension Plan.

Plan Description. The County contributes to the Public Employees' Retirement Systern ot Mississippi
(PERS) a cost-sharing, multiple-employer, defined benefit pension ptan. PERS provides retirement and
disability benefits, annual cost-of-living adjustments and death benefits to plan members and beneficiaries.
Benefit provisions are established by stale law and may be amended only by the State of Mississippi
Legislature. PERS issues a pubticly available financial report that includes financial statements and
required supplementary information. That information may be obtained by writing to Public Employees’
Retirement System, PERS Building, 429 Mississippi Street, Jackson, MS 392011-1005 or by calling
1-800-444-PERS,
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Funding Policy. 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, 2007, 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} 1o PERS for the years ending September 30, 2007, 2006 and 2005 were $2,909,228, $2,638,724 and
$2,450,3 16, respectively, equal to the required contributions for cach year.

Subsequent Events.

Subsequent to September 30, 2007, the County issued the following debt obligations:

Issue Interest Issue Type of Source of
Date Rate Amount Financing Financing
10/20/08 350% 3% 300,000 Other loans Savings on energy
efficiency improvements
08/04/08 3.28% 1971700  Lease purchase Ad valorem taxes
09/29/08 4.96% 225,000 Tax increment financing Ad valorem taxes
09/30/09 195% 1,500,000 Tax anticipation notes payable Ad valorem taxes
11/16/08 2.65% 6,000,000 Tax anticipation notes payable Ad valorem taxes

Prior Period Adjustment.

Amounts paid directly to vendors by the Mississippi Office of State Aid Road Construction on behalf of the
County were not recorded as infrastructure by the County during the fiscal years ended September 30, 2005
or 2006. As a result of not recognizing intergovemnmental revenues and public works expenditures in the
fund financial statements for those years, the governmental statements were affected as follows;

Statement of Net Assets
As Originally Effect of
Reported As Adjusted Change
Capital assets, net 3 82334790 § 84670006 3§ 2,035216
Net assets invested in capital assets,
net of related debt 56,676,505 58,711,721 2,035,216

As a result of the prior period adjustment, increase in net assets as of September 30, 2006, as presented in
the 2006 statement of activities, decreased from $2,344,604, as originally reported, 10 52,284,292,
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HINDS COUNTY, MISSISSIFF]
Budgetary Comparison Schedule -
Budget and Actual (Non-GAAP Basis)
General Fund

For the Year Ended September 30, 2007

REVENUES
Property taxes
Licenses, commissions and other
Fines and forfeitures
Intergovernmental
Charges for services
Interest income
Miscellaneous
Total Revenues

EXPENDITURES
Current:
General government
Public safety
Public works
Health and welfare
Culture and recreation
Conservation of natural resources
Economic development and assistance
Debt service:
Principal
Interest
Bond issurance costs
Total Expenditures

Excess of Revenues
over {(under) Expenditures

OTHER FINANCING SOURCES (USES)
Proceeds from sale of capital assets
Compensation for loss of capital assets
Transfers in
Transfers out

Total Other Financing Sources and Uses

Excess of Revenue and Other Financing
Sources over (under) Expenditures and
Other Financing Uses

FUND BALANCES
Beginning of year
End of year

Variance with
Actual Final Budget
Original Final {Budgetary Positive
Budget Budget Basis) (Negative)
$36,113,287 $ 36,164,334 $ 36,442,264 $ 277,930
2,341,800 2,335,322 2,395,931 60,609
1,216,000 1,314,046 1,392,238 78,192
5,051,816 5,051,816 5,355,598 303,782
3,202,000 3,278,100 3,634,055 355,955
781,400 1,095,893 1,301,323 205,430
457,227 328,762 408,032 79,270
49,163,530 49,568,273 50,929,441 1,361,168
22,952,025 23,892,982 22,949,403 943,579
21,925,961 23,476,062 22,834,727 641,335
432,000 111,594 390,714 (279,120)
1,946,845 2,089,401 2,031,060 58,341
55,360 60,007 50,242 9,765
794,108 831,679 819,054 12,625
588,352 588,352 588,352 -
196,333 266,538 266,538 -
36,883 44,727 44,727 .
2,750 2,750 710 2,040
48,930,617 51,364,092 49,975,527 1,388,565
232,913 (1,795,819} 953,914 2,749,733
10,000 11,236 25210 13,974
25,000 15,500 19,123 3,623
2,300,605 3,823,072 3,915,206 92,134
(2,561,292) (4,266,470) (4,190,038) 76,432
(225,687) (416,662} (230,499) 186,163
b 7,226 {2,212,481) 723,415 $ 2935896
4,691,068
§ 5,414,483

The accompanying notes to the required supplementary information are an integral part of this starement.
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REVENUES
Property taxes
Road and bridge privilege Laxes
Intergovernmental
Charges for services
Interest income
Miscellaneous
Total Revenues

EXPENDITURES
Current:
Public works
Debt service:
Principal
Interest
Total Expenditures

Excess of Revenues
over (under) Expenditures

OTHER FINANCING SQURCES (USES)
Proceeds from sale of capital assets
Transfers in

Total Other Financing Sources and Uses

Excess of Revenue and Other Financing
Sources over (under} Expenditures and
Other Financing Uses

FUND BAILANCES
Beginning of year
End of year

Variance with
Acwal Final Budget
Original Final (Budgetary Positive
Budget Budget Basis) {Negative)
$ 1,758,333 $§ 1,730,310 $ 1,670,563 $ (59,747)
2,300,000 2,300,000 2,540,144 240,144
1,778,000 2,174,661 2,808,088 633,427
- 3,000 3,000 -
8,700 17,299 41,957 24,658
- 3,373 22,752 19,379
5,845,013 6,228,643 7,086,504 857,861
4,934,260 6,689,201 6,118,542 570,659
423,421 366,984 366,984 -
15,201 13,175 12,579 596
5,372 882 7,069,360 6,498,105 571,255
472,151 (840,717) 588,399 1,429,116
39,248 39,248 -
' 3,000 3,000 .
- 42,248 42,248 -
$ 472,151 3 {798,469) 630,647 $ 1,429,116
905,970
$ 1,536,617
]

The accompanying notes 1o the required supplementary information arc an integral part of this statement.
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Series 2007A Tax Exempt Bonds

For the Year Ended September 30, 2007

Varjance with

Actual Final Budget
Criginal Final {Budgetary Positive
Budget Budgel Basis) (Negative)
REVENUES
Interest income § - $ 64,234 $ 447,376 3 383,142
Total Revenues - 64,234 447,376 383,142
EXPENDITURES
Current:
General government - 2,500,000 2,467,005 32,995
Public safety - 8,500,000 505,618 7,994,382
Public works - 1,000,000 - 1,000,000
Bond issue costs - 621,561 621,561 -
Total Expenditures - 12,621,561 3.594,184 9,027,377
Excess of Expenditures
over Revenues - (12,557,327} (3,146,808 9,410,519
OTHER FINANCING SOURCES
Long-term capital debt issued - 16,207,463 16,207,463 -
Refunding bonds issued - 9,292,537 9,292,537 -
Payment to bond refunding escrow agent - (9,292,537) (9,292,537) -
Total Other Financing Sources - 16,207,463 16,207,463 -
Excess of Expenditures
over Revenue and Other Financing % - $ 3650136 13,060,655 $ 9,410519
Sources
FUND BALANCES
Beginning of year -
End of year $ 13,060,655

The accompanying notes to the required supplementary information are an integral part of this statement.
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Series 2007B Taxable Bonds (Parking Garage)
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Variance with

Actual Final Budget
Original Final {Budgetary Positive
Budget Budget Basis) (Negative)
REVENUES
Interest income $ - 3 56,276 3 410,237 $ 353,961
Total Revenues - 56,276 410,237 353,961
EXPENDITURES
Current:
General government - 13,662,147 586,085 13,076,062
Bond issue costs - 338,657 338.431 226
Total Expenditures - 14,000,804 924.516 13,076,288
Excess of Expenditures
over Revenues - {13,944,528) (514,279 13,430,249
OTHER FINANCING SOURCES
Long-term capital debt issued - 14,000,000 14,000,000 -
Total Other Financing Sources - 14,000,000 14,000,000 -
Excess of Expenditures
over Revenue and Other Financing $ - b 55,472 13,485,721 $ 13,430,249
Sources
FUND BALANCES
Beginning of year -
End of year $ 13,485,721

The accompanying notes to the required supplementary information are an integral part of this statement.
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Notes 10 the Required Supplementary Information

A

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 budget is prepared principally on the cash basis of accounting. All appropriations
lapse at year-end, and there are no encumbrances to budgel 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) presenis the
original legally adopted budget, the final legally adopted budget, actual amounts on a budgetary
(Non-GAAP Basis) and variances between the final budget and the actual amounts. The schedule
is presented for the General Fund and each major fund. The Budgetary Comparison Schedule -
Budget and Actual (Non-GAAP Basis) is a part of required supplementary information.
Budget/GAAP Recenciliation,

The major differences between the budgetary basis and the GAAP basis are:

L Revenues are recorded when received in cash (budgetary), as opposed to when
susceplible 1o accrual (GAAP),

2. Expenditures are recorded when paid in cash (budgetary), as opposed 10 when susceptible
to accrual (GAAP),
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The following schedule reconciles the budgetary basis schedules to the GAAP basis financial statements for the

General Fund and each major fund:

Budget (Cash Basis)

Increase (Decrease)
Net adjustments for revenue accruals
Net adjustments for expenditure accruals

GAAP Basis

Governmental Fund Types
Series 2007B
County Wide Series 2007A Taxable Bonds
General  Road Maintenance Tax Exempt Bonds  (Parking Garage)
Fund Fund Fund Fund
$ 723415 § 630,647 % 13,060,655 $ 13,485,721
(449,349) 4,329,962 - .
(1,172,997 4,770,646 167,766 41,119
$1,447,063 § 189,963 § 12,892,889 § 13444602
-
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HINDS COUNTY, MISSISSIPPI
Schedule of Expenditures of Federal Awards
For the Year Ended September 30, 2007

Federal Grantor/ Federal Agency or
Pass-Through Grantor/ CFDA Pass-through Federal
Program or Cluster Title Number Number  Expenditures
MAJOR FEDERAL AWARDS
U.S. Department of Transportation
Passed through Mississippi Department of Transportation
Highway Planning and Construction Cluster
Highway Planning and Construction 20.205 MS 024125 $ 539,289
Highway Planning and Construction 20.205 N/A 14,560
Total U.S, Department of Trunsportation 553,849
U. S, Department of Homeland Security
Passed through the Mississippi Department of Public Safety
Homeland Security Cluster
State Domestic Preparedness Equipment Support Program 97.004 04LE025 865
State Domestic Preparedness Equipment Support Program 97.004 04HS025R 364,937
State Domestic Preparedness Equipment Support Program 97.004 S04HS025R 164,134
559,936
Homeland Security Grant Program 97.067 05HS025 43,829
Homeland Security Grant Program 97.067 05HSO025R 135,004
Homeland Security Grant Program 97.067 05LEQ25 405
Homeland Security Grant Program 97.067 OGLED25 52,619
231,857
Total U.S. Department of Homeland Security 791,793
Total Expenditures of Major Federal Awards 1,345,642
OTHER FEDERAL AWARDS
Office of National Drug Conirol Policy
Passed through the Gulf Coast HIDTA
High Intensity Drug Trafficking Area Award 07.UN I6PGCP532Z 27,305
High Intensity Drug Trafficking Area Award 07.UN I7PGCP532 £3,225
Total Office of National Drug Control Policy 110,530
U.S. Department of Agriculture
Passed through the Mississippi Department of Education
National School Lunch Program 10,555 N/A 70,303
Total U.S, Department of Agriculture 70,303
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HINDS COUNTY, MISSISSTPP]
Schedule of Expenditures of Federal Awards
For the Year Ended Seplember 30, 2007

Federal Grantor/ Federal Agency or
Pass-Through Grantor/ CFDA Pass-through Federal
Program or Cluster Title Number Number  Expenditures
U.S, Department of Housing and Urban Development
Passed through the Mississippi Development Authority
Community Development Block Grants 14.228 05-025-ED-01 $ 7,063
Total U.S. Department of Housing and Urban Development 7,063
U.S. Department of the Interior, National Park Service
Passed through the Mississippi Department of Wildlife, Fisheries & Parks
QOutdoor Recreation, Acquisition, Development and Planning 15.916 28-00584 115
Total U.S. Department of the Interior, National Park Service 115
U.S. Department of Justice
Direct:
Gang Resistance Education and Training 16.737 2006-TV-FX 0094 56,594
Federal equilable shaning program 16.UN N/A 83,942
Subtotal direct programs 140,536
Passed through the Mississippi Department of Public Safety:
Juvenile Accountability Block Grants 16.523 B1251] 70,864
Juvenile Accountability Block Grants 16.523 4JB1251 945
71,809
Crime Victim Assistance 16,575 4VA125] 39,815
Crime Victim Assistance 16.575 5VA1251 14,477
54,292
Violence Against Women Formula Grants 16.588 4SL1251 20,560
Violence Against Women Formula Grants 16.588 58L1251 6,498
27,058
Passed through the City of Jackson:
Edward Byrne Memorial Justice Assistance Grant Program 16738 2005-DJ-BX-0981 77,036
Subtotal pass-through programs 230,195
Total U. S. Department of Justice 370,731
U.S. Deparmment of Transportation
Passed through Mississippi Department of Transportation
Federal Transit Metropolitan Planning Grants 20.505  STP-0256-00(009) 4,715
Passed through the Mississippi Department of Public Safety
State and Community Highway Safety 20.600 7TA1251 134,785
Total U.S, Department of Transportation 139,500
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HINDS COUNTY, MISSISSIPPL
Schedule of Expenditures of Federal Awards
For the Year Ended September 30, 2007

Federal Grantor/ Federal Agency or
Pass-Through Grantor/ CFDA Pass-through Federal
Program or Cluster Title Number Number  Expenditures
U.S. Department of Education
Passed through the Mississippi Department of Education
Title [ Neglected & Delinquent Children 90.401 S013A040024 $ 175733
Total U.S, Department of Education 175,733
U.S. Election Commission Assistance
Passed through the Mississippi Secretary of State
Help America Yote Act Requirements Payments 90.401 N/A 21,344
Total U.S, Election Commission Assistance 21,344
U. S. Department of Health and Human Services
Passed through the Mississippi Department of Health and
and Human Services/
Central Mississippi Planning and Development District
Special Programs for the Aging - Title IIL, Part B-Grants for
Supportive Services and Senior Centers 93.044 3I7TTH21 25,229
Passed through the Mississippi Department of Health and
Human Services/Administrative Office of Court
Child Support Enforcement 93.563 N/A 9,225
Passed through the Mississippi Department of Health and
Human Services/Mississippi Department of Health
WNV Mosquito Control Activities 93.UN 0618-1727-
0786/0787
(40000EPO) 64,372
Total U, S. Department of Health and Human Services 98,826
Total Expenditures of Other Federal Awards 994,145
Total Expenditures of Federal Awards 3 2,339,787
e - —-]
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HINDS COUNTY, MISSISSIPPI
Netes to Schedule of Expenditures of Federal Awards
For the Year Ended September 30, 2007

Note A - Significant Accounting Policies

The accompanying Schedule of Expenditures of Federal Awards is prepared on the modified accrual basis
of accounting. The information in this schedule is presented in accordance with the requirements of OMB
Circular A-133, Audits of States, Local Governmenis, and Non-Frofit Organizations. Therefore, some
amounts presented in this schedule may differ from amounts presented in, or used in the preparation of, the

basic financial statements.

Note B - There were no subrecipients during the year,
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Independent Accountants' 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

Board of Supervisors
Hinds County, Mississippi
Jackson, Mississippi

We have audited the financial statements of the governmental activities, each major fund and the aggregate
remaining fund information of Hinds County, Mississippi (the County) as of and for the year ended September 30,
2007, which collectively comprise its basic financial statements and have issued our report thereon dated
December 3, 2009, which contained explanatory paragraphs regarding a departure from accounting principles
generally accepted in the United States of America and the omission of certain required supplementary information,
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 Qver Financial Reporti

In planning and performing our audit, we considered the County's internal control over financial reporting as a basis
for designing our auditing procedures for the purpose of expressing our opinions on the financial statements, but not
for the purpose of expressing an opinion on the effectiveness of the County’s internal contro!l 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 financiat 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 identifted certain deficiencies in
internal control over financial reporting that we consider to be significant deficiencies.

A control deficiency exists when the design or operation of a control does not allow management or employees, in
the normal course of performing their assigned functions, to prevent or detect misstatements on a timely besis. A
signiftcant deficiency is a control deficiency, or a combination of control deficiencies, that adversely affects 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 statements 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 Questioned Costs as
iterns 2007-01 through 2007-06 to be significant deficiencies in internal control over financia! reporting.

A material weakness is a significant deficiency, or a 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 internal control over financial reporting was for the limited purpose described in the first
paragraph of this section and would not necessarily identify all deficiencies in 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, of the significant deficiencies described above, we consider items
2007-01 through 2007-06 to be material weaknesses.

Praxity.
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Compliance and Qther Matters

As part of obtaining reasonable assurance about whether the County's financizl statements are free of material
misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts and grant
agreements, noncompliance with which could have a direct and material effect on the determination of financial
statement amounts, However, providing an opinion on compliance with those provisions was not an objective of our
audit and, accordingly, we do not express such an opinion. The results of our tests disclosed no instances of
noncompliance or other matters that are required to be reported under Government Auditing Standards.

We also noted certain additional matters that we reported to the County’s management in a separate letter dated
December 3, 2009.

The County's responses to the findings identified in our audit are described in the accompanying Schedule of
Findings and Questioned Costs. We did not audit the County's responses and, accordingly, we express no opinion on
them.

This report is intended solely for the information and use of the governing body, management and others within the
County 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.

December 3, 2009
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Independent Accountants’' Report on Compliance and Internal Control Over
Compliance with Requirements Applicable to Major Federal Awards Programs

Board of Supervisors
Hinds County, Mississippi
Jackson, Mississippi

Compliance

We have audited the compliance of Hinds County, Mississippi (the County) with the types of compliance
requirements described in the U.S. Office of Management and Budget {OMB) Circular A-133 Compliance
Supplement that are applicable to each of its major federal programs for the year ended September 30, 2007. The
County's major federal programs are identified in the Summary of Auditor's Results section of the accompanying
Schedule of Findings and Questioned Costs. Compliance with the requirements of laws, regulations, contracts and
grants applicable to each of its major federal programs is the responsibility of the County's management. Our
responsibility is to express an opinion on the compliance of the County based on our audit.

We conducted our audit of compliance in accordance with auditing standards generally accepted in the United States
of America; the standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States; and OMB Circular A-133, Audits of States, Locai Governments and Non-
Profit Organizations. Those standards and OMB Circular A-133 require that we plan and perform the audit to
obtain reasonable assurance about whether noncompliance with the types of compliance requirements referred to
above that could have a direct and material effect on a major federal program cccurred. An audit includes
examining, on a test basis, evidence about the County'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. Qur audit does not provide a legal determination on the County's compliance with those
requirements.

As described in item 2007-07 and 2007-08 in the accompanying Schedule of Findings and Questioned Costs, the
County did not comply with requirements regarding procurement, suspension and debarment and reporting that are
applicable to its Homeland Security Cluster program. Compliance with such requirements is necessary, in our
opinion, for the County to comply with requirements applicable to that program.

In our opinion, except for the noncompliance described in the preceding paragraph, the County complied, in all
material respects, with the requirements referred to above that are applicable to each of its major federal programs
for the year ended September 30, 2007.

nternal Control r liance

The management of the County is responsible for establishing and maintaining effective internal control over
compliance with the requirements of laws, regulations, contracts and grants applicable to federal programs. In
planning and performing our audit, we considered the County's internal control over compliance with the
requirements that could have a direct and material effect on a major federal program in order to determine our
auditing procedures for the purpase of expressing our opinion on compliance, but not for the purpose of expressing
an opinion on the effectiveness of internal control over compliance. Accordingly, we do not express an opinion on
the effectiveness of the County's internal control over compliance.

Our consideration of internal control over compliance was for the limited purpose described in the preceding
paragraph and would not necessarily identify all deficiencies in internal control that might be significant deficiencies

.
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or material weaknesses as defined below. However, as discussed below, we identified certain deficiencies in internal
control over compliance that we consider to be significant deficiencies.

A control deficiency in an entity's intermal control over compliance exists when the design or operation of a control
does not allow management or employees, in the normal course of performing their assigned functions, to prevent or
detect noncompliance with a type of compliance requirement of a federal program on a timely basis. A significant
deficiency is a control deficiency, or combination of control deficiencies, that adversely affects the entity's ability to
administer a federal program such that there is more than a remote likelihood that noncompliance with a type of
compliance requirement of a federal program that is more than inconsequential will not be prevented or detected by
the entity's internal control. We consider the deficiencies in internal control over compliance described in the
accompeanying Schedule of Findings and Questioned Costs as items 2007-07 and 2007-08 to be significant
deficiencies.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in more than a
remote likelihood that material noncompliance with a type of compliance requirement of a federal program will not
be prevented or detected by the entity's internaf control. Of the significant deficiencies in internal control over
compliance described in the accompanying Schedule of Findings and Questioned Costs, we consider items 2007-07
and 2007-08 to be material weaknesses.

The County's responses to the findings identified in our audit are described in the accompanying Schedule of
Findings and Questioned Costs. We did not audit the County's responses and, accordingly, we express no opinion on
them.

This report is intended solely for the information and use of the governing body, management and others within the
County 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.
R KD ,LLf
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Independent Accountants’ Report on Central Purchasing System,
Inventory Control Systera and Purchase Clerk Schedules
[Required by Section 31-7-115, Miss, Code Ann. (1972)]

Board of Supervisors
Hinds County, Mississippi
Tackson, Mississippi

We have made a study and evaluation of the central purchasing system and inventory control system of Hinds
County, Mississippi as of and for the year ended September 30, 2007. Qur study and evaluation included tests of
compliance of the Purchase Clerk and Inventory Control Clerk records and such other procedures as we considered
necessary in the circumstances.

The Board of Supervisors of Hinds County, Mississippi is responsibie 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 Hinds 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 control system, errors or irregularities
may occur and not be detected. Also, projection of any current 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.

The County’s responses to findings identified through audit tests are included in the paragraphs which follow. We
did not audit these responses and, accordingly, express no opinion on them.

The results of our audit procedures disclosed certain instances of noncompliance with the aforementioned code
sections. These instances of noncompliance were considered in forming our opinion on compliance. Our findings
and recommendations and your respornses are disclosed below:

Purchase Clerk
l.  Finding

In accordance with Section 31-7-115, the Schedule of Emergency Purchases should include all emergency
purchases made under the authority of Section 31-7-13(k) during the fiscal year. The Schedule of
Emergency Purchases originally provided excluded an emergency purchase that was noted in the

Tanuary 16, 2007, meeting minutes of the Board of Supervisors.

Recommendation

Emergency purchases made under the authority of Section 31-7-13(k} should be properly accumulated and
presented in the accompanying schedules in compliance with Section 31-7-115.

Praxity.
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Purchase Clerk’s

I agree with the recommendation and, to avoid any other omission, I would further recommend the County
incorporate the following: (1) The Purchase Clerk present all emergency purchase items to the Board for
approval; or (2) if an emergency purchase is presented by other than the Purchase Clerk, all emergency
purchase documents once presented 1o the Board, shall be recorded by the Purchase Clerk and a copy given
10 the purchase clerk to accumulate and present on the Emergency Purchases schedule for that fiscal year.

Finding

In accordance with Section 31-7-13(m), in connection with the purchase of noncomgpelitive items available
from one source, such purchase must be authorized by the Board of Supervisors and noted in the minutes.
The approval of the purchase of National Night Out 1-shirts and caps reflected in the accompanying
schedule as a single source item was not documented in the meeting minutes of the Board of Supervisors.

ec ndation
All single source purchases reflected on the Schedule of Purchases Made Noncompetitively From a Sole
Source, which reflects all purchases made noncompetitively from a sole source under the authority of

Section 31-7-13(m) during the fiscal year, should be approved by the Board of Supervisors, and such
approval should be properly documented in the meeting minutes.

Purchase Clerk’s Response

Agree with recommendation.

Finding

In accordance with Section 31-7-13, purchases which involve an expenditure of more than $5,000 but not
more than $25,000 may be made from the lowest and best bidder without publishing or posting

advertisement for bids, provided at least two competitive written bids have been oblained. Only one writien
bid was noted for two purchases totaling $10,227.

Recommendation

Two competitive written bids should be obtained for applicable purchases in accordance with Section 31-7-
13,

Purchase Clegk’s Response

Recommendation noted and a new verification or check system will be utilized to ensure full compliance.

Inventory Control Clerk

L.

Findi

In accordance with Section 31-7-107, inventory reports are 10 be filed with the Board of Supervisors by
October | each year. The Clerk of the Board of Supervisors shall keep the original of each inventory report
filed by the Inventory Control Clerk as a permanent record of the County and forward a copy to the State
Department of Audit not iater than October 15. It was noted that such reports were not provided 10 the
Board of Supervisors and were provided several months late to the State Department of Audit.

Recommendation
The Inventory Control Clerk should ensure this report is filed timely with the Board of Supervisors and
State Department of Audit by October | and October 15, respectively, for each fiscal year.
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Inventory Co

The Inventory Control Clerk will ensure proper reports are filed timely with the Board of Supervisors and
Suate Department of Audit by October | and October 15, respectively, for each fiscal year. All reports have
been filed for fiscal year 2007

2. Finding

In accordance with Section 31-7-107, no person shall serve as the Inventory Control Clerk who, within one
year after his appointment, does not receive certification from the State Auditor as having successfully
completed the professional education program offered for inventory control clerks. This certification must
be completed upon reappointment to the position each election term. There was no documentation provided
for certification of the Inventory Congrol Clerk for the 2004-2007 or 2008-2012 terms of office. However,
it was noted an interim Inventory Control Clerk received certification in July 2007.

Recommendation

The Inventory Control Clerk should ensure he obtains centification through successfully completing the
State Auditor professional education program within one year of each appointment.

3

ventory Con s nse
The Inventory Control Clerk was on military leave from May 2006 to May 2009. He will obtain
certification through successfully completing the State Auditor professional education program within one
year of his return.

Receiving Clerk
1. Finding

In accordance with Section 31-7-101, no person shall serve as the Receiving Clerk who, within one year
afler her appointment, does not receive certification from the State Auditor as having successfully
completed the professional education program offered for receiving clerks. This certification must be
completed upon reappointment to the position each election term. There was no documentation provided
for the certification of the Receiving Clerk for the 2004-2007 term of office, as the last centification
available for examination was dated in November 2001. Once the matter was brought to her attention, the
Receiving Clerk successfully completed the professional education program for the 2008-2012 term of
office in October 2009.

Recommendation

The Receiving Clerk should ensure she obtains proper certification through successfully completing the
State Auditor professional education program within one year of each appointment.

Receiving Clerk's Response

The Receiving Clerk was certified for the 2004-2007 term but cannot locate the certificate. The Receiving
Clerk received certification for the 2008-2012 term on October 16, 2009,

In our opinion, except for the noncompliance referred to in the preceding paragraphs, Hinds 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
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connection with our aforementioned study and evaluation of the purchasing system and, in our opinion, is fairly
presented when considered in relation to that study and evaluation.

This report is intended for use in evaluating the central purchasing system and inventory control system of Hinds
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.

December 3, 2009 % K‘B; CLP
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HINDS COUNTY, MISSISSIPPI Schedule |
Schedule of Purchases Not Made From the Lowest Bidder
For the Year Ended September 30, 2007

Our test results did not identify any puschases from other than the lowest bidder.
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HINDS COUNTY, MISSISSIPPI Schedule 2
Schedule of Emergency Purchases
For the Year Ended September 30, 2007

Iiem Amount Reason for

Date Purchased Paid Vendor Emergency Purchase

01/16£/07 Electronic door 5 7,264 Hallmark Security = The access controllers at the Hinds
readers County Circuit Court Building failed

and needed 1o be replaced immediately
due o a high profile trial taking place.
The security of the building was
considered at risk.
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HINDS COUNTY, MISSISSIPPI
Schedule of Purchases Made Noncompetitively From a Sole Source
For the Year Ended September 30, 2007

Schedule 3

liem Amount
Date Purchased Paid Vendor
02/05/07 Arco 600 Collapsible Ballot Bags 5 16,833  A. Rifkin Co.
04/27/07 National Night Out T-Shirts & Caps 9,478  National Night Out
05/21/07 Fire Hawk Air Mask (10 year lease) 636,912 Mine Safety Appliances Company
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Limited Internal Control and Compliance Review Management Report

Board of Supervisors
Hinds County, Mississippi
Jackson, Mississippi

In planning and performing our audit of the financia! statements of Hinds County, Mississippi for the year ended
September 30, 2007, we considered Hinds County, Mississippi’s internal contro! to determine our auditing
procedures for the purpose of expressing our opinions on the financial statements and not to provide assurance on
mternal control.

In addition, for areas not considered material to Hinds County, Mississippi’s financial reporting, we have performed
some additional limited internal contro] 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
December 3, 2009, on the financial statements of Hinds County, Mississippi.

Due to the reduced scope, these review procedures and compliance tests cannot and do not provide absolute
assurance that the County has complied with all state legal requirements. Also, our consideration of internal control
would not necessarily disclose all mafters within the internal control that might 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.

The County’s responses to findings identified through compliance tests are included in the paragraphs which follow.
We did not audit these responses and, accordingly, express no opinion on them,

The results of our review procedures and compliance tests identified certain immaterial instances of noncompliance
with state laws and regulations and other matters that are opportunities for strengthening internal controls and
operating efficiency. Our findings and recommendations and your responses are disclosed below:

Board of Supervisors (the Board)

1.

Fini

In accordance with Section 25-1-19, bonds of county officers and employees must be approved and filed
with the appointing authority of such officer or employee. Although adequate bonding coverage was noted
through examination of invoice documentation, there were numerous bonds not properly filed by providing
a copy of the bond to the officers’ or employees® appointing authority during the fiscal year ended
September 30, 2007,

Recommendation

The County should ensure all county officers and employees who are required to be individually bonded file
& copy of their bond with the appropriate party within the County.
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Board of Supervisors’ Response

The County will ensure all county officers and employees who are required to be individually bonded flle a
copy of their bond with the appropriate party within the County.

Finding

In accordance with Section 25-1-15(2), a new bond in an amount not less than that required by law shall be
secured upon employment, and coverage shall continue by the securing of a new bond every four years
concurrent with the normal election cycle of the Governor or with the normal election cycle of the local
government applicable to the employee. Indefinite periods of coverage would limit the amount available
for recovery if a loss occurred over multiple terms. Indefinite coverage periods were noted for certain
bonded individuals, including those serving in the positions of Purchase Clerk, Receiving Clerk, Assistant
Receiving Clerks, Inventory Control Clerk, Road Manager, Constables, Sheriff Deputies, Justice Court
Judges and Justice Court Deputy Clerks for the fiscal year ended September 30, 2007.

Recommendation

The County should ensure public officials and public employees who are required to have individual bonds

obtain a new bond in an amount required by law at the beginning of each new term for the public official or

appointed official by whom they are employed, if applicable, or at least every four years concurrent with the
normal election cycle of the Governor.

Boar rvisors’ Response

The Counly has contacted the insurance company on January 29, 2009, and requested that all employee
bonds maintained by the company be changed to bonds with a definite term ending January 2, 2012

Finding

In accordance with Section 25-3-3(7), when a tax assessor holds a valid designation from the International
Association of Assessing Officers as a Cadastral Mapping Specialist (CMS), he shall receive an additional
$6,500 annually beginning the next fiscal year after completion. It was noled a deputy tax assessor holding
a CMS designation received additional statutorily supported annual compensation of $3,500. Such
additional compensation was effective October 1, 2005, and resulted from an improper statutory
compensation increase, as such statute pertains only to the tax assessor and not deputy assessors.

Recommendation

The County should ensure compensation adjustments are only made according to statutory provisions.

Board of Supervisors” Response

The County will ensure compensation adjustments are only made according to statutory provisions,

Finding

In accordance with Section 19-3-47, the Board of Supervisors may employ counsel at an annual salary in an
amount that it deems proper, not to exceed the maximum annual amount authorized by law for payment to a
member of the Board. The board attorney was paid $64,600, or $18,200 more than the $45,700 amount per
statute for the fiscal year ended September 30, 2007.

ommendation

The Board should not employ counsel at an annual salary in excess of the maximum amount authorized by
law.
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Board_of Supervisors’ Response

The Board will not employ counsel al an annual salary in excess of the maximum amount authorized by
law.

Finding

The tax levy for the fiscal year ended September 30, 2007, included an incorrect statutory reference for
Hinds County Schools General Obligation Bonds.

Recommendation

The tax Jevy, as made by the Board of Supervisors, should comectly reflect stalute references authorizing
such levies.

f Supervisors’ Response

The County concurs with the audit finding and has taken corrective action beginning with the 2010 fiscal
year tax levy adoption.

Findin

In accordance with Section 19-11-27, no board of supervisors nor any member thereof shall buy any
machinery or equipment in the last six months of their term unless or until he has been elected at the general
election of that year to prevent potential overspending by incumbent members that are not re-elected to
another four-year term. The provisions of this section do not apply to a contract, lease or lease-purchase
contract executed pursuant to the bidding requirements in Section 31-7-13 and approved by a unanimous
vote of the Board. Such unanimous vote shall include a statement indicating the Board’s proclamation that
the award of the contract is essential to the efficiency and economy of the operation of the county
government. A proclamation regarding the approval of state contract purchases for several purchases of
vehicles and equipment made between July and December 2007, as being essential to the efficiency and
economy of the operation of the county government was not made by the Board,

Recommendation

Purchases of machinery or equipment should not be made during the last six months of a board supervisor's
term unless such is a contract, lease or lease-purchase contract execuled pursuant to the bidding
requirements in Section 31-7-13, approved by a unanimous board vote and accompanied by the proper
proclamation.

Boagd of Supervisors’ Respanse

The Board of Supervisors will not make purchases of machinery or equipment during the last six months of
a board supervisor's term unless such is a contract, lease or lease-purchase contract executed pursuant to the
bidding requirements in Section 31-7-13, approved by a unanimous board vote and accompanied by the
proper proclamation.

Finding

In accordance with Section 25-11-127, upon the employment of a current Public Employees Retirement
System (PERS) retiree, the County should notify PERS within five days of such employment and each year
thereafter prior to July 1.

Timely notification of PERS was not made by the County for one of the three PERS retirees selected as part

of payroll testing for the fiscal year ended September 30, 2007. Notification was not filed until January 22,
2007, for a retiree hired by the County on December 18, 2006.
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eco dati

The County should evaluate current procedures regarding the notification of PERS when current retirees are
hired to ensure timely filing at the time of employment and each year thereafter.

rvisors’ Response

A system has been put in place to correct the findings of timely submitting PERS Form 4-B re-employment of a
PERS service retiree, and files are being submitted electronically to PERS,

Finding

In accordance with Section 25-11-127(4), a current retiree of the PERS system may be employed and draw
a retirement allowance either for a period of time not to exceed one half of the normal working days for the
posilion in any fiscal year during which the retiree will receive no more than half of the salary in effect for
the position at the time of employment, or for a period of time in any fiscal year sufficient in length to
permit a retiree to earn not in excess of 25% of a retiree's average compensation. A PERS retiree working
in the tax collector’s office was originally hired on a temporary basis at the full-time pay rate in December
2006. As the retiree worked much longer than originally anticipated at the time of her hire, she was paid
almost 100% of the full-time compensation amount, which is in excess of the statutorily allowed amount.

Recommendation

The County should ensure all PERS retirees are not paid in excess of statute amounts.

Board visors' Response

PERS service retiree filled out Form 4-B incorrectly, correction made and resubmitted to PERS.
Einding

In accordance with Section 25-7-27, constables charge a $35 uniform fee in all criminal cases. An instance
was noled whereby a constable was paid $335 for a $35 uniform fee due to a clerical error in November
2006.

Recommendation

The County should ensure constables are not paid in excess of statute amounts.

Board of Supervisors’ Response

The County will ensure constables are not paid in excess of statute amounts.
Finding

In accordance with Section 65-7-117, each member of the Board of Supervisors shall inspect every road
and bridge in the County under the jurisdiction of the County not less than once each fiscal year. Each
member shall file with the Clerk of the Board a repart, under oath, of the condition of the roads and bridges
inspected by the supervisor with recommendations by the supervisor for a four-year plan for construction
and major maintenance of such roads and bridges. Such inspection reports were nat prepared or filed with
the Clerk of the Board for the fiscal year ended September 30, 2007,
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12,

Recommendation

Each member of the Board of Supervisors should inspect all roads and bridges of their respective districts at
least annually. Reports detailing the condition of roads and bridges inspecied and recommendations should
be filed with the Clerk of the Board each fiscal year.

Board of Supervisors’ Response

Each member of the Board of Supervisors does inspect all roads and bridges of their respective districts at
least annually. Reports detailing the condition of roads and bridges inspected and recommendations will be
filed with the Clerk of the Board each fiscal year.

Finding

In accordance with Sections 31-7-101 and 31-7-107, for each 1erm, the Board of Supervisors, or the County
Administrator with the approval of the Board of Supervisers, should appoint individuals to serve as the
County’s Purchasing, Receiving and Inventory Control Clerks. The current Purchasing Clerk was
appointed by the Board in April 2003, and the current Inventory Control Clerk was appointed by the Board
in August 1989. There was no documentation of appointment of the current Receiving Clerk. Additionalty,
there was no documentation of the appointment of an interim Inventory Control Clerk during the military
absence of the Inventory Contrel Clerk.

Recommendation

The appointments of the Purchasing, Receiving and Inventory Control Clerks should be made at the
beginning of each term of office by either the Board of Supervisors or by the County Administrator with
proper board approval.

Board of Supervisors' Response

The appeintments of the Purchasing, Receiving and Inventory Controt Clerks were made at the beginning of
each term of office by the County Administrator with proper board approval. This action will be ratified
and placed on the Board’s minutes.

Finding

Deposits of $5,080,088, with a bank balance of $5,074,1 08, were held with the Bank of New York via
repurchase agreements, rather than an approved depository, and were reported to be secured by pools of
Government National Morigage Association (GNMA) certificates. The cash was collateralized through a
three-party agreement which provided collateral through GNMA certificate pools, which does not provide
for as low a credit risk as collateral held by the Office of the Mississippi State Treasurer as required by law.

Recommendation

The Board of Supervisors should ensure that funds are only held in approved depositories to allow for
collateralization through the Office of the Mississippi Stale Treasurer as statutorily required.

Board of Supervisors' Response

The County has moved the remaining funds from the Bank of New York and placed the funds in a qualified
county depository.
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Chancery Clerk

1.

Finding

In accordance with Section 9-1-45, the Chancery Clerk is required to file a true and accurate annual
financial report for the preceding year with the Mississippi Office of the State Auditor by April 15 of each
year. The 2007 annual financial report filed by the Chancery Clerk did not agree to supporting financial
records, which resulted in $2,302 of excess revenues subject to the salary limitation. Additionally, the
annual financial report contained calculation errors which resulted in a deficiency of $640 in retirement
contributions due 10 PERS.

Recommendation

The Chancery Clerk should ensure the annual financial report is in agreement with supporting financial
records and relirement contributions are accurately calculated.

Chancerv Clerk’s Response

Effective with the 2008 Annual Financial Report, all calculations were done and will continue 1o be
completed using the computer ensuring accuracy of all calculations.

2. Finding
In accordance with Section 27-105-5, within 30 days following its fiscal year-end, the Chancery Clerk
provided a listing to the State Treasurer of all accounts held with qualified public depositories, including the
deposit balance in those accounts, as of its fiscal year-end. However, the Chancery Clerk's payroll account
with a bank balance of $98,242 was not reported to the State Treasurer by the financial institution for the
fiscal year ended September 30, 2007.
Recommendation
The Chancery Clerk should ensure that all accounts held with qualified public depositories ate included on
the report provided o the State Treasurer within 30 days following the fiscal year end.
Chan Clerk’ ns
The Chancery Clerk contacted the financial institution to request the payroll account be collateralized and
reported to the office of the State Treasurer. All public funds accounts are properly collateralized effective
October 2009,

Circuit Court Clerk

Finding

In accordance with Section 25-7-13(2)(k), for public service not particularly provided for, the circuit court
may allow the clerk to be paid $5,000 per year. However, in counties having two judicia) districts, the
allowance should be for each judicial district for a total of $10,000. During the fiscal year ended
September 30, 2007, the Circuit Court Clerk received two payments of $5,000 each for services not
otherwise provided for in the first and second judicial districts for fiscal year 2007. During the fiscal year
ended September 30, 2008, the Circuit Court Clerk received another $5,000 payment for services not
otherwise provided for in the first judicial district for fiscal year 2007, which was in excess of the statutorily
permitted amount of $10,000 per fiscal year for counties having two judicial districts,
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Recommendation

The County should ensure payments to the Circuit Court Clerk for fees not otherwise provided do not
exceed the statute amount.

Circuit Court Clerk’s Response
The Circuit Court Clerk will take actions 10 correct any and all findings.
Finding

In accordance with Section 9-1-45, the Circuit Court Clerk is required to file by April 15 of each year a true
and accurale annual financial report for the preceding year with the Mississippi Office of the State Auditor.
The Circuit Court Clerk was unable to provide receipts or other documentation in support of some expenses
recorded on the annual financial report for 2007.

0 tjo

The Circuit Court Clerk should maintain supporting documentation in order 1o provide evidence as to the
appropriate business purpose of fee account expenses reported on the annual financial report in accordance
with statutory requirements,

Circuit Court Clerk's Response
The Circuit Court Clerk will take actions to correct any and all findings.
indin

In accordance with Section 19-2-9(2), elected officials, other than members of the Board of Supervisors,
who are authorized to empioy personnel should adopt and maimain a system of personnel administration for
their respective employees or shall adopt the Board of Supervisors’ personnel administration system. The
personne! system adopted and any amendmenits thereto shall be filed with the Board of Supervisors.
Documentation of the personnel system adopted by the Circuit Court Clerk’s office was not properly filed
with the Board of Supervisors.

Recommendation

The Circuit Court Clerk should ensure the personnel administration system utilized is filed with the Board
of Supervisors.

Circuit Court Clerk's Response
The Circuit Court Clerk will take actions w correct any and all findings,
Finding

In accordance with Section 27-105-5(6), within 30 days following its fiscal year-end, the Circuit Court
Clerk should provide a listing to the State Treasurer of all accounts held with qualified public depositories,
including the deposit balance in those accounts, as of its fiscal year-end. The Circuit Court Clerk's payroli
and fee accounts with bank balances totaling $126,062 were not included in the report for the fiscal year
ended September 30, 2007.

Recommendation

The Circuit Court Clerk should ensure that all accounts held with qualified public depositories are included
on the repart provided to the State Treasufer within 30 days following the fiscal year-end.
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Circuit Court Clerk’s Response

The Circuit Court Clerk will take actions to correct any and all findings.

Justice Court

Sheriff

Einding

In accordance with Section 9-11-3(2), justice court judges are required to file annually in the office of the
Chancery Clerk a certificate of completion of a course of continuing education conducted by the Mississippi
Judicial College. Such certificates were not filed for two justice court judges for the fiscal year ended
September 30, 2007.

Recommendation

Justice court judges should annually file their continuing education certificates with the Chancery Clerk.

Justice Court’s Response

The justice court judges will submit certificates to the Chancery Clerk’s office as required.

Finding

In accordance with Section 19-2-9(2), elected officials, other than members of the Board of Supervisors,
who are authorized to employ personnel should adopt and maintain a system of personnel administration for
their respective employees or shall adopt the Board of Supervisors’ personnel administration system. The
personnel system adopted and any amendments thereto shall be filed with the Board of Supervisors. The
personnel systemn adopted by the Sheriff was not filed with the Board of Supervisors.

Recommendation

Any personnel systems utilized by the Sheriff's office, including amendments, should be filed with the
Board of Supervisors.

Sheri spons

Personnel Policies - The Sheriff’s Office will file a copy of its general orders, which include personnel
policies and procedures with the Board of Supervisors.

Findi

Senate Bill 2857 allows the Board of Supervisors to acquire one or more credit cards which may be used by
members of the Board of Supervisors and county employees to pay expenses incurred by them when
traveling in or out of the state in the performance of their official duties. Hinds County Sheriff Office
personnel utilize six credit cards in the performance of their official duties pertaining to travel.

A tota] of six monthly credit card statements for the fiscal year were selected to examine usage of credit
cards. During the examination of the statements and supporting documentation provided, several issues
were noted.

e  Monthly staiements examined were noted to have late fees of $29 each and finance charges assessed on
unpaid balances that ranged from a few dollars 10 over $50 for each finance charge. Late fees and
finance charges due to partial payments are incurred as a result of missing or insufficient receipts for
credit card charges.
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*  According to Section 10, Item 130 of the State of Mississippi Travel Policy, phone calls itemized on a
hotel bill should be circled and indication made if they were for business, or deducted and not claimed
if they were personal calls. Four telephone charges of $1 each were noted on an itemized hotel bill
along with a $9.95 internet charge, with no indication of the nature of such charges.

*  According 1o Section 8, Item 124 of the State of Mississippi Travel Policy, alcoholic beverages are not
reimbursable. The majority of food charges noted on the monthly statements examined were only
supported by credit card receipts rather than detailed restaurant receipls, which would reflect whether
or not any alcoholic beverages were charged.

Recommen

The County should evaluate current practices associated with payment of credit card statements and related
receipt requirements to ensure compliance with state travel and credit card usage policies.

Sheriff's Response

Hotel telephonefinternet charges of $13.95 were business related and not excessive. These charges should
have been identified and noted. All future telephone charges will be noted, either personal or business.

Election Commissioners

1.

Finding

In accordance with Section 23-15-153(2), the election commissioners are entitled to receive a per diem
amount for every day or period of no less than five hours accumulated over two or more days actually
employed in the performance of their duties in the conduct of an election or actually employed in the
performance of their duties for the necessary time spent in the revision of the registration books and poll
books. Additionally, in accordance with Section 23-15-153(6), every election commissioner shall sign
personally a certification setting forth the number of hours actually worked in the performance of the
commisstoner's official duties and for which the commissioner seeks compensation,

During examination of election commissioner pay for the year ended September 30, 2007, one instance was
noted of per diem amounts paid, whereby the certification did not present the number of hours actually
worked.

Recommendation

Certifications signed by every election commissioner should be properly completed 10 include the number
of hours actually worked in the performance of their duties and other statutory required information in
accordance with Section 23-15-153(6).

Electio issioners’ Respons

During the period designated, Connie Cochran, as well as most of the other Commissioners, worked
assiduously during reported period more than twelve hours per day inputting data in the Statewide Election
Management System (SEMS). Hours worked were over and beyond the statutory required five hours per
day. In the future, total hours worked, along with the explanation of work performed per day, will be
inserted.

Unlike Hinds County employees, election comumissioners only receive pay when they fulfill the five hours
per diem requirement,



This report is intended solely for the information and use of management and is not intended to be and should not be

used by anyone other than this party. However, this report is 2 matter of public record, and its distribution is not
limited.

T‘g Kb\ L P

December 3, 2009
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HINDS COUNTY, MISSISSIPPI
Schedule of Findings and Questioned Costs
For the Year Ended September 30, 2007

ion 1: Summ: f Auditors’ Results

Financial Staternents:
L. Type of auditor’s report issued on the financial staterments:

Governmental Activities

General Fund

County Wide Road Maintenance Fund

Series 2007A Tax Exempt Bonds Fund

Series 2007B Taxable Bonds (Parking Garage) Fund
Aggregale Remaining Fund Information

Aggregate Discretely Presented Component Units

2. Internal control over financial reporting:
a. Malerial weaknesses identified?
b. Significant deficiencies identified that are not considered to be a material
weaknesses?
3 Noncompliance material (o the financial statements?
Federal Awards:

4, Internal control over major programs;

a. Material weakness identified?
b. Significant deficiency identified that is not considered to be a material
weakness?

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

Highway Planning and Construction Cluster
Homeland Security Cluster

6. Any audit finding(s) reported as required by Section ___.510(a) of Circular A-1337
7. Federal programs identified as major programs;

a. Highway Planning and Construction Cluster
Highway Planning and Construction
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Unqualified
Ungqualified
Unqualified
Unqualified
Unqualified
Unqualified
Adverse

Yes

No

Yes

No

Unqualified
Qualified

Yes
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HINDS COUNTY, MISSISSIPPI
Schedule of Findings and Questioned Costs
For the Year Ended September 30, 2007

b. Homeland Security Cluster
Homeland Security Grant Program 97.067
State Domestic Preparedness Equipment Support 97.004
Program
8. The dollar threshold used to distinguish between type A and type B programs: $300,000
9. Auditee qualified as a low-risk auditee? No
10.  Prior fiscal year audit finding(s) and questioned cost relative to federal awards No
which would require the auditee to prepare a summary schedule of prior audit
findings as discussed in Section .315(b) of OMB Circular A-133?
Section 2: Findings Required to e iting Standar
Reference
Number Finding Questioned Costs
2007-01 Design Deficiency ~ Financial Statement Preparation 50

(Significant Deficiency, Material Weakness)}

Criteria or Specific Reguirement ~ The County is respensible for
establishing and maintaining effective internal control over financial
reporting.

Condirion — The County relies on its external auditors in assisting in the
preparation of external financial statements and related disclosures,
including the cash tg accrual conversion. Under auditing standards
generally accepted in the United States of America, outside auditors
cannot be considered part of the entity's internal control structure. The
County does not have documented procedures in place that provide
review of accrual conversion amounts or otherwise prevent or detect
material misstatements in the external financial staterents. However,
County personne! reviewed and approved all cash to accrual
conversion entries.

Effect — The financial statements might be materially misstated, and the
errors would not be detected by management.

Cause — The County has not developed procedures or provided staffing
to prepare accrual conversion or external financial statements and,
consequently, relies on its external auditors for this function.

Recommendatior — The County should evaluate the costs and benefits of
providing for preparation of external financial statements and related
disclosures by its personne]. Many counties are now cutsourcing their
accounting services to accounting firms as a means to improve internal
controls without adding additional employees.
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HINDS COUNTY, MISSISSIPPI
Schedule of Findings and Questioned Costs
For the Year Ended September 30, 2007

Reference
Number Finding Questioned Costs

Views of Responsible Officials and Planned Corrective Actions — The
County will take under advisement the recommendation to evaluate the
costs and benefits of providing for the preparation of external financial
statements and related disclosures by its personnel.

2007-02 Design Deficiency — Monitoring 50
(Significant Deficiency, Material Weakness)

Criteria or Specific Requirement — The County is responsible for
establishing and maintaining effective inlernal control over financial

reporting,

Condition — The Coumy does not have procedures in place to provide for
review and approval of financial statement adjustments.

Effect — The financial statements might be materially misstated, and the
errors would not be detected by management.

Cause - There are no procedures in place, such as the review of financial
statement adjustments, which would mitigate the risk of potential errors or
misappropriations not being detected timely by employees in the normal
course of performing their duties.

Recommendation ~ The County should implement procedures to ensure all
adjusting journal entries are reviewed and approved by someone without
recording responsibility.

Views of Responsible Officials and Planned Corrective Actions — The
County will request the Chancery Clerk implement procedures to ensure
all adjusting journal entries are reviewed by someone without recording
responsibility.

2007-03 Design Deficiency — Monitoring $0
(Significant Deficiency, Material Weakness)

Criteria or Specific Requirement — The County is responsible for
establishing and maintaining effective intemnal control over financial
reporting.

Condition — The Circuit Court Clerk’s record keeping system does not
allow for reconciliation berween open bonds and the bond bank account
or daily cash receipts with bank deposits.

Effect — The financial statements might be materially misstated, and the
errors would not be detected by management. An unexplained
difference which does not remain constant exists between the bank
balance and detail supporting ledgers which could allow
misappropriations to go undetected.
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HINDS COUNTY, MISSISSIPPI
Schedule of Findings and Questioned Costs
For the Year Ended September 30, 2007

Reference
Number Finding

Questioned Costs

Cause — There are no procedures in place such as a monthly review end
reconciliation of outstanding bond amounts with funds maintained in
the Circuit Court Clerk's bond bank account or reconciliation of daily
cash receipts with amounts deposited to the bank.

Recommendation — The Circuit Court Clerk should maintain a listing of
bond funds held, including names and amounts paid, which is regularly
reconciled to funds maintained in the Circuit Court Clerk’s bond bank
account. Someone independent of the cash receipts and record keeping
processes should review and reconcile daily receipts with bank deposits.

Views of Responsible Officials and Planned Corrective Actions — The
Circuit Court Clerk will take actions to correct any and all findings.

2007-04 Design Deficiency — Recording
(Significant Deficlency, Material Weakness)

Criteria or Specific Requirement — The County is responsible for
establishing and maintaining effective internal control over financial
reporting.

Condition — The County did not record amounts paid on their behalf by the
Mississippi Office of State Aid Road Construction as additions to capital
assets, public works expenditures or intergovernmental revenues.

Effect — The financial statements were materially misstated, and the errors were

not detected by management. This resulted in a prior period adjustment to
the financial statements.

Cause — There are no procedures in place to capture amounts paid by the
Office of State Aid on behalf of the County.

Recommendation - The County should implement procedures to obtain
amounts paid on their behalf to properly reflect public works expenditures,
intergovernmental revenues and applicable additions to capital assets.

Views of Responsible Officials and Planned Corrective Actions — The
County was unaware that these amounts not paid directly by the
County should be a part of fixed assets. In the future, the County will
implement procedures to obtain amounts paid on our behalf to
properly reflect public works expenditures, intergovernmental
revenues and applicable additions to capital assets.

2007-05 Design Deflclency - Monitoring
(Significant Deficiency, Material Weakmness)

Criteria or Specific Requirement — The County is responsible for establishing
and maintaining effective internal controls over financial reporting,
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HINDS COUNTY, MISSISSIPPI
Schedule of Findings and Questioned Cosis
For the Year Ended September 30, 2007

Reference
Number Finding Questioned Costs

Condition — The County has entered into two complex transactions involving
interest rate swap agreements which could subject the County to significant
gains and losses due to faclors outside the County’s control, The agreement
provides for semiannual calculations which compare the relationship of the
tax-exempl BMA Index and LIBOR and provide for a settiement, either
positive or negative. The County does not have procedures Lo monilor this
agreement and verify the calculations.

Additionally, it does not appear that anyone in County management
understands whether these agreements represent an effective internal rawe
hedge. Copies of the agreements in effect had to be obtained from the
County’s consultant who is also a party to the swap.

Effect - The financial statements might be materially misstated and errors
would not be detected by management. Additionally, amounts due to or
from the County might go undetected.

Cause — The County has not established procedures and provided training to its
personnel to monitor and evaluate these agreements.

Recommendation — The County needs lo assign the responsibility for
moniloring these agreements to a qualified person who reports the status
regularly 1o management and the Board,

Views of Responsible Officials and Planned Corrective Actions — The
County will seek a qualified financial advisor to monitor these
agreements and report the status to County management and the Board
of Supervisors on a regular basis regarding the swap performance.

2007-06 Design Deficlency - Financial Statement Preparation 30
(Significant Deficiency, Material Weakness)

Criteria or Specific Requirement - The County is responsible for
establishing and maintaining effective internal controls over financial
reporting.

Condition - Generally accepted accounting principles require the financial
daia 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 includes the
financial data for the County’s legally separate component units,

Effect — The failure to properly follow generally accepted accounting
principles resulted in an adverse opinion on the discretely presented
component units,

Cause — The County has not developed procedures to include the financial
data for the County’s legally separate component units.
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HINDS COUNTY, MISSISSIFFI
Schedule of Findings and Questioned Costs
For the Year Ended September 30, 2007

Reference
Number Finding Questioned Costs
Recommendation — The County should evaluate the costs and benefits of
including financial data of its legally separate component units 1o be
reported with the financial data of the County's primary government.
Views of Responsible Officials and Planned Corrective Actions — The
County will evaluate the costs and benefits of including financial data
of its legally separate component units to be reported with the financial
data of the County’s primary government and determine appropriate
actions fo be taken, if any.
Section 3: Findings Required to be Reported by OMB Cj -1
Reference
Number Finding Questioned Costs
2007-07 Federal Program — Homeland Security Cluster, CFDA No. 97.004 and 30

97.067, Program Year 2004

Criteria or Specific Requirement — Procurement, Suspension, and
Debarment — Federal regulations require that nonfederal entities, when
engaging in covered transactions with an entity at a lower-tier, must
verify that the lower-tier entity is not suspended or debarred or
otherwise excluded from the conduction of business with federal funds
by checking the Excluded Parties List System (EPLS) maintained by
the General Services Administration (GSA), collecting a certification
from the entity, or adding a clause or condition to the covered
transaction with the entity (2 CFR part 180).

Condition — The County’s procedures for procurement do not include a
verification check of the EPLS. Also, the County’s bid process does
not contain a clause that the entity must not be suspended or debarred,

Context - We sampled 30 procurements from a total population of 183
procurements. Of the sample, we identified 3 procurements which
should have had the required verification. None of these contained the
aforementioned clause or other evidence of EPLS verification ensuring
that the vendor is not suspended or debarred from conducting business
with federal funds.

Effect — Although the County did not properly ensure entities were not
suspended or debarred of the sample items tested, no covered
transactions were conducied with excluded parties.

Cause — The County does not have procedures in place to verify that
lower-tier entities engaged in covered ransactions are not suspended
or debarred from conducting business with federal funds.

Recommendation — The County should implement a policy, whereas this
verification is accomplished by checking the EPLS maintained by the
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HINDS COUNTY, MISSISSIPPI
Schedule of Findings and Questioned Costs
For the Year Ended September 30, 2007

Reference
Number Finding Questioned Costs

GSA, collecting a certification from the entity, or adding a clause or
condition to the covered transaction with the entity.

Views of Responsible Officials and Planned Corrective Actions — The
Purchase Clerk shall include language in all projects using federal
funds, whereby a business must not be debarred or suspended from
doing business with federal funds to participate in all projects.
Additionally, the Purchase Clerk shall verify same by checking EPLS
maimained by the GSA.

2007.08 Federal Program — Homeland Security Cluster, CFDA No. 97.004 and $0
97,067, Program Years 2004, 2005 and 2006

Criteria or Specific Requirement — Reporting — In accordance with
OMB Circular A-102 Common Rule, OMB Circular A-133 and pass-
through grantor requirements, the County is required to submit
semiannual reports (o the grantor.

Condition - The County's procedures for completing the finzncial
reports do not inctude reconciliation or comparison to general ledger
or other financial reports, as the financial reports are prepared from an
ancillary file of invoices which may not be complete or correct,

Context - Two out of three Homeland Security reports were not
reconciled to financial reporting or general ledger records.

Effect — The reports submiited to the pass-through grantor might contain
amounts that are not able to be supported.

Cause — The reports to the pass-through grantor are not prepared from or
reconciled to the underlying supporting accounting records.

Recommendation — The County should implement a policy, whereas the
required reports are completed based on general ledger or other
financial reporting data or the completed reports are reconciled back to
the general ledger or other financial reporting data.

Views of Responsible Officials and Planned Corrective Actions — The
County will implement a policy, whereas the required reports are
completed based on general ledger or other financial reporting data or
the completed reports are reconciled back to the general ledger or
other financial reporting data.
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PHIL FISHER

ROBERT GRAHAM
District 4

Diatrict 1
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GEORGE 8. SMITH

DOUGLAS “DOUG™ ANDERSON District 5
District 2 Presldent

PEGGY HOBSON CALAOUN VERN O. GAVIN
District 3 County Administrator

HINDS COUNTY
CORRECTIVE ACTION PLAN

Reference Number 2007-07

The County will include language in the bid specifications for all projects using federal
funds, whereby we can determine, if a business has been debarred or suspended from
doing business with federal funds before allowing the business to participate in any

project.

The Purchasing Clerk will be the person responsible for implementing the corrective
action.

The corrective action was implemented effective October 1, 2009,

Reference Number 2007-08

The County will implement a policy, whereas the required reports are completed based
on general ledger or other financial reporting data and the completed reports are
reconciled back to the general ledger or other financial data. The County will require
financial reports be submitted to the Finance Office for completion and ledger
verification rather than completed by the department.

The Finance Director will be the person responsible for the implementation of
corrective action.

The corrective action will be implemented effective December 1, 2009.
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