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J.E. VANCE & COMPANY, P.A.

CERTIFIED PUBLIC ACCOUNTANTS

825 JEFFERSON STREET
Post OFFICE Box 1280
TuPELD, MississtprT 38802

(662) 842-2123
FACSIMILE (662) B41-6809
E-Mair: jev@jevance.com

INDEPENDENT AUDITORS’ REPORT

Members of the Board of Supervisors
Lee County, Mississippi

We have audited the accompanying financial statements of the governmental activities, the
business-type activities, each major fund and the aggregate remaining fund information of Lee
County, Mississippi, as of and for the year ended September 30, 2008, which collectively comprise
the basic financial statements of the county’s primary government as listed in the table of contents.
These financial statements are the responsibility of the county’s management. Gur 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. 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.

MEMRFR OF PCPS THE AMERICAN INSTITUTE 0f CERTIFIEDR PURLIC ACCOUNTANTS ALUANCE FOR CPA Firns



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

[n addition, in our opinion, the financial statements referred to previously present fairly, in all
material respects, the respective financial position of the governmental activitics, the business-type
activities, each major fund and the aggregate remaining fund information of Lee County,
Mississippi, as of September 30, 2008, and the respective changes in financial position, and, where
applicable, cash flows thereof for the year then ended in conformity with accounting principles
generally accepted in the United States of Amenca.

In accordance with Government Auditing Standards, we have also issued a report dated June 30,
2010, on our constderation of Lee County, Mississippi’s internal control over financial reporting
and on our tests of its compliance with certain provisions of laws, regulations, contracts and grant
agreements and other matters. The purpose of that report 15 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.

The Management’s Discussion and Analysis and the Budgetary Comparison Schedules and
corresponding notes are not a required part of the basic financial statements but are supplementary
information required by the Governmental Accounting Standards Board. We have applied certain
limited procedures, which consisted principally of inquires of management regarding the methods
of measurement and presentation of the required supplementary information. However, we did not
audif 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 Lee County, Mississippi’s basic financial statements. The accompanying
Schedule of Expenditures of Federal Awards is presented for purposes of additional analysis as
required by U.S. Office of Management and Budget Circular A-133, Audits of States, Local
Governments, and Non-Profit Organizations, 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.

%74@ ¢ Compony
Tupelo, Mississippi
June 30, 2010
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MANAGEMENT’S DISCUSSION AND ANALYSIS

INTRODUCTION

This discussion and analysis of Lee County’s financial performance provides an overall
narrative review of the County’s financial activitics for the year ended September 30,
2008, The mtent of this discussion and analysis is to look at the County's performance as
a whole; readers should also review the notes to the basic financial statements and the
financial statements to enbhance their understanding of the County’s financial

performance.

This discussion and analysis is an element of required supplementary information
specified in the “‘Governmental Accounting Standards Board’s (GASB) Statement No. 34
- Basic Financial Statements and Management’s Discussion and Analysis for State and
Local Governments™ issued June, 1999. Certain comparative information between the
current year and the prior year is required to be presented.

[ee County is located in Northeast Mississippi along U.S. Highway 78. The population,
according to the 2000 census, is 75,755. The local economic base is driven mainly by
manufacturing and retail.

FINANCIAL HIGHLIGHTS

Lee County 1s financially stable. The County has commiited itself to financial excellence
for many years by using sound financial planning, budgeting and strong internal controls,
The County is committed 10 maintaining sound fiscal management to meet the challenges
of the future.

Lee County continues to grow both economically and in population. Although there have
been some small increases (less than 5% from the prior year), Jooking back over the past
9-year period (1999-2008), tax rates are down a little over 9% from the highest rate (1999
& 2000). This tax rate decrease does not account for funding provided for school
purposes that required schoo! tax rates to increase nor does it include the funding of

commuity college programs.

MAHLING ADCRESS P O. BOX 1785 TURPELD MS 33802-1785 JUSTICE CENTER, 200 JEFFERSOMN STREET ¢ TUPELD, M3 38801 [ 682-841-0110 1 FAX 663-811-7334



Manageniens § Discussion and Analvsis

Tota) net assets decreased $6,158,403, which represents a 3.13% decrease from the prior
fiscal vear. The County’s ending cash balance decreased by $44,283. This represents a
0.17% decrease from the prior fiscal year.

The County had $39,346,724 in total revenues. Tax revenues account for $16,154,947 or
41.06% of toial revenues. Revenues in the form of charges for services account for
§4,453,357 or 11.32% of total revenues. Revenue generated by fines and other fees
account for $2,254 912 or 5.73%. State revenues in the form of reimbursements, shared
revenue or grants, account for $3,804,374 or 9.67% of total revenues. Additionally,
$1,532,035, or 3.89%, of total revenues were Federal revenues in the form of grants.
Grants from other local jurisdictions amount to $455,034 or 1.16% of total revenues.
Revenue from ad valorem tax fee-in-licu was $8,183,214 or 20.80%. Other miscellaneous
revenues totaled $2,508,851 or 6.37% of total revenues.

The County had $45,505,127 in total expenses, which represents an increase of
$£7,266,762 or 19.00% from the prior fiscal year. Expenses in the amount of $10,837,140
were offset by charges for services, grants, outside coniributions or debt being issued.
General revenues of $28,509,584 were adequate to provide for the remainder of the

expenses.

Among major funds, the General Fund had $18,829,515 in revenues and $18,675,127 in
expenditures. The General Fund’s fund balance decreased $1,117,506 from the prior
year. The Countywide Road Fund had $4.329,442 in revenues and $4,410,880 in
expenditures. The Countywide Road Fund’s fund balance increased $357,383 from the
prior year. The Countywide Bridge Fund had $2,251,033 in revenues and $2,629,773 in
expenditures, The Countywide Bridge Fund’s fund balance decreased $240,627 from the
prior year, The Toyota Fund had $5,066 in revenues and $8,412,869 in expenditures. The
Toyota Fund's fund balance increased $226,538 from the prior year.

Capital assets, net of accumulated depreciation, decreased by $6,690,259 or 3.66%. The
majority of this decrease was due to depreciation expense related to infrastructure such as

roads and bridges.
Long-term liabilities increased by $8,711,399 or 81.10%

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis is intended to serve as an introduction io the County’s basic
financial statements. The County’s basic financial statements are compnised of three
components: 1) Government-wide financial statements, 2} Fund financial statements and
3) Notes to the basic financial statements. Required Supplementary [nformation is
included in addition to the basic financial statements.

Figure 1 shows how required parts of this annual report are arranged and relate 1o one
another.



Managemien: s Discussion and Analvsis

Figure 2 summarizes the major features of the County’s financial statements, including
the portion of the County’s government they cover and the types of information they
contain. The remainder of this section of Management’s Discussion and Analysis
explains the structure and content of each of the statements.

Figure 1 — Required Components of the County's Annual Report

|

Management's Basic Financial Required
Discussion and Statements Supplementary
Analysis Information
_________ I : j ‘.
Government- Fund Financial Notes 1o the —'
Wide Financial Statements Financial _
Statements Statements i

Summary ﬁ Detail

Figure 2 — Major Features of the County’s Government-Wide and Fund Financial Statements

Government-
Wide Financial Fund Financial Statements
Statements
Governmental Proprietary Fiduciary
Funds Funds Funds
Secope Entire County All activities of the Activifies of the The County is the
government County that are not County that operate trustee or agent for
(except fiduciary business-type or similar to private someone else’s
funds) and fiduciary in nature businesses resources
compeonent units
l;zgl;::rii(lj ® Statementof | ® Balance sheet Statement of net ® Statement of
RECASSES | Statement of e und labities

® Statement of
activities

revenues,
expenditures
and chapges in
fund balances

Statement of
revernues,
expenses and
changes in net
assets

Statement of cash
flows
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Ficure 2 — Major Features of the County’s Government-Wide and Fund Financial Statements

=

Governmental
Funds

Fund Financial Statements

Proprietary
Funds

Fiduciary
Funds

Governmernt-
Wide Financial
Statements
Accounting Accrual
basis and accounting and
measurement economic
focus resources focus

Modified accrual
accounting and
current financial
resources focus

Accrual accounting
and economic
resources focus

Accruaj accounting
and economic
resources focus

All assets and
liabilities, both
financial and
capital and short
and long term

Type of asset/
liability
information

Only assets expected
to be used up and
liabilities that come
due during the vear
or soon thereafter;
no capital assets
included

All assets and
liabilities, both
financial and capital,
and short and long
term

All assets and
liabilities, both short
and loeng term

All revenues and
expenses during
vear, regardless
of when cash is
received or paid

Type of inflow/
outflow
information

Revenues for which
cash is receijved
during or soon after
the end of the vear;
expenditures when

All revenues and
expenses during the
vear, regardless of
when cash is received
or paid

All reverues and
expenses during the
vear, regardless of
when cash is
received or paid

coods or services are
received and
payment is due
during the vear or
soon thereafter

[

Government-wide Financial Statements. The government-wide financial statements
are designed to provide readers with a broad overview of the County finances, in a
manner similar (o private-sector businesses.

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

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

Both of these government-wide financial statements distinguish functions of the County

that are pnincipally supported by taxes and intergovernmental revenues {governmental

activities) from other functions that are infended to recover all or part of their costs

through user fees and charges (business-type activities). The governmental activities of

the County inclhude general government; pubhic safety; public works (roads and bridges);

health and welfare; culture and recreation; education; economic development; and
1l
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interest on long-term debt. The business-type activities of the County include Solid
Waste Collection and Disposal and Turner Indusirial Park Waier and Sewer.

The Government-wide Financial Statements can be found on pages 21-22 of this report.

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

Governmental funds are used to account for essentially the same functions reported as
governmental activities in the government-wide financial statements. However, unlike
the government-wide financial statements, governmental funds financial statements focus
on near-term inflows and outflows of spendable resources, as well as on balances of
spendable resources available at the end of the fiscal year. Such information may be
useful in evaluating a county’s near-term financing requirements. Governmental funds
include the general, special revenue, debt service, and capital projects funds.

Because the focus of governmental funds is narrower than that of the government-wide
financial statements, it is useful to compare the information presented for governmental
funds with similar information presented for governmental activities in the government-
wide financial statements. By doing so, readers may better understand the long-term
impact of the government’s near-term financing decisions. The “Governmental Funds
Balance Sheet” and the “Governmental Funds Statement of Revenues, Expenditures, and
Changes in Fund Balances” provide a reconciliation to facilitate this comparison between
governmental funds and governmental activities. These reconciliations are on pages 24
and 26, respectively.

The County maintains individual governmental funds in accordance with the Mississippi
County Financial Accounting Manual issued by the Mississippi Office of the State
Auditor. Information is presented separately in the governmental funds Balance Sheet
and in the governmental funds Statement of Revenues, Expenditures, and Changes in
Fund Balances for all major funds. All other non-major funds are combined together and
presented in these reports as other governmental funds.

The basic governmental funds financial statements can be found on pages 23 and 25 of
this report.

Proprietary funds are maintained as enterprise funds. These enterprise funds are used to
report the same functions presenied as business-type activiiies in the government-wide
financial statement. The County uses enterprise funds to account for the operations of the
Solid Waste Collection and Disposal and Turner Industrial Park Water and Sewer,

Fund financijal statements for the proprietary funds provide the same type of information
as the government-wide financial statements, only in more detall. The Solid Waste
Collection and Disposal is considered to be major fund of the County; however, since the

12
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County only has two proprietary funds, bath are presented individually, The proprietary
funds financial statements can be found on pages 27-29 of this report.

Fiduciary funds are used to account for resources held for the benefit of parties outside
the County government. Fiduciary funds are not reflected in the government-wide
financial statements because the resources of those funds are not available to support the
County’s own programs. The accrual basis of accounting is used for fiduciary funds. The
County is responsible for ensuring that the assets reported in these funds are used for
their intended purposes. The County’s fiduciary activities are presented in a separate
Statement of Fiduciary Net Assets and Liabilities, which can be found on page 30 of this

report.

Notes to the financial statements provide additional information that is essential to a
full understanding of the data provided in the govemment-wide and fund financial
statements. The notes can be found on pages 31-54 of this report.

In addition to the basic financial statements and accompanyling notes, this report also
presents Required Supplementary Information concemning the County's budget
process.

The County adopts an annual operating budget for all governmental funds. A budgetary
comparison statement has been provided for the General Fund and each additional major
fund. This required supplementary information can be found on pages 56-61 of this

report.

Additionally, a schedule of expenditures of federal awards is required by OMB Cir. A-
133 and can be found on pages 63-65 of this report.

GOVERNMENT-WIDE FINANCIAL ANALYSIS

Net Assets — Net assets may serve over time as a useful indicator of govemment's
financial position. In the case of Lee County, assets exceeded liabilities by $190,689,787

as of September 30, 2008.

By far, the largest portion of the County’s nel assets {(87.42%) reflects its investment in
capital assets (e.g. roads, bndges, land, buildings, mobile equipment, fumniture &
equipment, leased property under capital lcase and construction in progress) less related
outstanding debt used to acquire such assets. The county uses these capital assets to
provide services o its citizens.

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

The following table presents a summary of the County's net assets for the fiscal vear
ended September 30, 2008.

13
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fin thewsumds of dollars) Total
Governmental Business-type Percentage
Activities Achivilies Total Change
2007 2068 2007 2008 2007 2008 2007-2003
CurTent assets $ 41,769 § 52138 S 7% 8 721 42,495 S 52,859 24 39%,
Capital assets, net 181.797 175,047 §28 888 142,625 175835 -3 6%
Total assets 223.566 227,185 1.554 1,60% 225,120 228,794 1.63%
Current liabilwies 17,220 19702 453 512 17,673 20220 14.41%
Long~term debt outstanding 8.530 17,313 780 572 9,310 [7.585 92.10%
Total liabilitics 25,750 3015 1.233 1.0:90 26.983 A0S 41.22%
Net assets:
invested in capital assets,
net of retated doebt 173,123 166,170 366 537 173454 166,707 -3.91%
Restmicled 13,544 13251 45) - 13,799 13261 -3 B9
Uinrestneted 9.561 10,739 - (18) 9,56] 10.721 1213%
Total net asscts % 196,528 % 190170 § s 519 196,849 190.68% -3.13%

Note: Lee County operates two business-fype activities:

Solid Waste Collection and Disposal

Lee County operates a solid waste collection and disposal service for both
household and commercial accounts. Houschold customers pay $9.00 per
month for this weekly service and commercial accounts are charged based
on the size of the dumpster and the number of times service is to be
provided. For a commercial rate schedule contact the Lee County Solid
Waste office at (662} 841-0378.

Turner Industrial Park Water and Sewer

Lee County operates the water and sewer system for the Turner Industrial
Park located in Saltillo, MS in north-central Lee County. Rates are based
on water usage. For a rate schedule contact the Lee County Board of

Supervisors office at (662) 841-9110.

The following are significant current year transactions that have had an impact on the

Statement of Net Assets:

¢ [Uneamed revenues related to property taxes, also a part of current liabilities,
increased by $1,857,793. Property taxes, which are recognized as revenue during the
year in which they can be legally expended, are reported as both a receivable and a

unearned revenue at the end of the fiscal year prior to the year of collection.

Depreciable capital assets acquisitions and depreciation associated with existing

depreciable capital assets resulted in a decrease in capital assets of $6,690,259.
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Changes in Net Assets - Lee County’s total revenues for the fiscal year ended
September 30, 2008 was $39,346,724. The total cost for all services provided was
$45,505,127. The decrease in net assets was $6,158,403. The table below presents a
summary of the changes in net assets for the fiscal year ended September 30, 2008.

tinn thousands of deflars)

Revenues:

Progam revenucs
Charges for services
Fines and fees
Federal mrants
Slate gTants
Lacal grants

Jeneral revenues
Property axes
Road & Bridge pnvilege axes
Other

Totl Revenues

Expenses

General governmem

Public safely

Public works

Health and wellare

Culiure and recreation

Education

Conservation of namural resources

Economic development

Interest on long-term debt

Solid wagie collection & disposal

Tumner Ind. Park water & sewer
Total Expenses

Deficieney before transivrs
Trunsfers

Decrease in Net Assets

Tonal
Governmental Business-iype Perecatage

Activilies Activiiies Total Change
2007 2008 2007 2008 2007 2008 20072008
& 2470 2,450 § 2079 2003 § 4549 4459 2.1%
2182 3255 - 2982 2258 3.35%
1.784 1,532 - - 1,754 1,532 14 13%
2420 2142 74 2,404 2.142 -4 11%
2,690 455 - 2,690 455 -§3.09%
14680 15,195 - - 14,680 15195 351%
045 960 - - 945 Q6 1.50%
4228 12326 20 28 4248 1233 190.82%,
$ 339 S § L1730 2031 8 33572 39346 [7.20%
8553 9320 - 8,553 9320 £.97%
9670 9,436 - 2670 9436 22 472%
14374 12,518 - 14374 12514 -12.93%
152690 1,404 - - 1526 1404 -7 99%
838 913 - $88 913 2.82%
13 13 - - 13 13 & 00%
210 246 - 210 240 18.57%
483 §B816 - 483 8814 1725.26%
375 Ti4 - . 175 754 101.07%
- - 2046 1,968 2046 1968 -3 81%
- - 101 115 101 115 13 86%
§ 36092 43421 $_ 2147 2083 5 38,239 45504 19.00%,
(4.693)  (6,106) 26 (52} {4.667) (6,158) 31 95%

208y {251) 206 251 - -

§ (4899 (63577 § 132 199§ (4,667) (6.158) 31.95%
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The following charts represent the County’s sources of revenue and how those revenues are
spent:

Where The County Gets Its Revenue

State of M5 Fines and Fees
9.67% 5.73%
Federal Government
3.89%
Interest Income
Charges for Services 4.43%
11.32% Other
1.94%
Ad Valorem Fee-In-
Lieu
20.80%
Property Taxes
41.06%
Local Grants

1.16%

How County Revenues Are Used

Public Works Health & Welfare
32.09% 3.09%

Economic
Devieopment
19.37%

Public Safety
20.73%

Government

Dther
4.24%

Note, The color-coding for each chart 15 specrfic to that chart alone and should not be used o iy 10 reconcile the source of revenue 1o the
use therew,

16



Managemoent s Discussion and Analvsis

Governmental Activities — The following table presents the cost of five major functional
aciivities of the County: General Government, Public Safety, Public Works, Health &
Welfare and Economic Development.

The table also shows each function’s nct cost {fotal cost less charges for services generated
by the activity and intergovernmental aid provided for that activity.) The net cost shows the
financial burden that was placed on Lee County’s taxpayers by each of these functions.

Percentage Percentage
Total Cost of Services Change Nt Cost of Services Change

2007 2008 2007 -2008 2007 2008 20072008

General Govermnent $ 8,552,855 9.319.50] 8.96% § 5,826,314 6.938.513 15 43%
Publc Safery 9,669,684 G.415.447 -2 42% 6043 185 6,369.497 5.40%
Public Works 14.373.681 12516087 -12 92% 12,525 047 10,918,752 -15.52%
Health & Welfare 1.526.218 1,404 426 <798 936.540 1,023,649 19 98%
Economic Developimem * 4,753,663 $,929314 87.84% 382254 1,559,191 318 36%

*In the priot year, tolal costs for Economic Developnent included S301,446 m construchon costs related 10 the construction of the Small
Business Incubator and $3 969280 in construction costs related 10 TKA Fabco Expansion Phase KL In the current year, total costs for
Econoumc Development includes $113.563 in construction costs for TRA Fabeo Expansion Phase 111 A Commumiy Development Block
Crant (CDBGY and other granis were used wward these capital projects. Consiruciion-in-progress and land acquissuon are normally
prescated as an asset and not shown as a cost. The cost of construction would be recorded over the it of (he asset as depreciation expense;
however grants related 1o thes construcuon are reported 10 this peniod. Net cost would appear to be negative if construction-in-progress and
the donated land “cos18” were not included, Management {eh that this would be imsleading and therefore has imcluded the construction cosis
and land valualion in the 1otal costs for the purposes of this drscussion. In addinon, Economic Development costs i the current, year melude
$7.750,000 wivich was paid 10 Theze Rivers Planning and Development Distniet e finance the PUL Alliance. Bond proceeds were used 1o
finance this payiment

FINANCIAL ANALYSIS OF THE COUNTY'’S FUNDS

Governmental funds — At the close of the fiscal year, Lee County’s governmental funds
reported a combined fund balance of $23,024,437, a decrease of $641,631. The primary
reasons for this decrease are highlighted in the Government-Wide Financial Analysis.

The General Fund is the principal operating fund of the County. The decrease in the fund
balance of the General Fund for the fiscal year was $1,117,506. This decrease in fund
balance was primarily due to increases in liabilities associated claims and judgments payable
and deferred revenues.

Business-type funds - Revenue from the Sobhd Waste Collection and Disposal Fund
decreased by 8.55% to $1,915,909 and expenses decreased by 4.07% to $1,968,181. Chief
factors contnbuting to these results include a higher fee collection rate from the users and a
slight increase in expenditures for matenals and supplies. The County’s other business-type
fund, the Turner Industrial Park Water and Sewer Fund’s revenue increased by 37.45% to
$115,224 and expenses increased by 14.64% 1o $115,781.

BUDGETARY HIGHLIGHTS OF MAJOR FUNDS

Over the course of the year, Lee County revised its annual operating budget on several
occasions. Amendments were made to correct the estimated beginning fund balances made
in the original budget to actual beginning fund balances on October 1.

17



Management’s Discussion and Analisis

A schedule showing the original and fina) budget amounts compared o the County's actual
financial activity for the General Fund and other major funds is provided in this report as

required supplementary information.
CAPITAL ASSETS AND DEBT ADMINISTRATION

Capital Assets — As of September 30, 2008, Lee County’s total capital assels was
$294,197,727. This includes roads, bndges, other infrastruciure, land, buildings, mobile
equipment, furniture and equipment, leased property under capital lease and construction in
progress. This amount represents an increase from the previous year of $2,618,533 or 0.90%.

Total accumulated depreciation as of September 30, 2008 was $118,262,807, including
$9,845,439 of depreciation expense for the year. The balance in total net capital assets was
$175,934,920 at vear-end.

Additional information on Lee County’s capital assets can be found m note 6 on pages 42-44
of this report.

Debt Administration — At September 30, 2008, Lee County had $19,542,435 in long-term
debt outstanding. This includes general obligation bonds, other loans and compensated
absences. Of this debt, $1,567,033 is due within one year.

Lee County maintains an “Al1” bond rating from Moody’s Investors Service. The State of
Mississippi limits the amount of debt a county can issue to generally 15% of total assessed
value. The County’s outstanding debt, as of Sepiember 30, 2008, was equal to 1.64% of the
latest property assessment, significantly below the 15% limitation.

Additional information on Lee County’s long-term debt can be found in note 8 on pages 46-
48 of this report.

CURRENT AND FUTURE ITEMS OF IMPACT

In February 2007, Lee County, along with her PUL Alliance partners Union and Pontotoc
Counties, announced that Toyota would be building their next North American Production
facility at the Wellspring Site. Monroe, Tippah, Calhoun and [tawamba Counties continue to
work with the PUL Alliance as non-voting Associate Members.

December 18, 2007, Lee County issued $7,760,000 in Taxable Special Obligation Bonds.
The County has entered into a payment in lieu of tax agreement with Toyota as authonzed by
law, This payment in lieu of taxes will be used to repay the bonded debt principal and interest
and should be more than enough to satisfy the debt without a tax levy.

Additionaily, Lee County, in partnership with the Community Development Foundation,

plans to purchase additional lands (1,000 to 2,000 acres) throughout the county to be made
available for industrial and commercial development. Lee County will also continue to offer

18



Management s Discussion and Analvsis

its economic development incentives policy know as “Lee County Plus” to both new and
existing industries locating or expanding in the county.

Total budgeted revenues decreased for the next fiscal year by $5,925,931 or 14.21% and iotal
budgeted expenditures decreased $5,223,649 or 11.64%. This is expected to decrease the

County’s net assets.

Lee County has an unemployment rate of 8.2%. This 1s higher than the state average rate of
unemployment of 7.4%.

CONTACTING THE COUNTY'’S FINANCIAL MANAGEMENT

This financial report is designed to provide our citizens, taxpayers, customers, investors, and
creditors with a general overview of the County’s finances and to demonstrate the County’s
accountability for the funds it receives. If you have questions about this report or need
additional financial information, please contact the County Administrator’s office at P.O.
Box 1785, Tupelo, MS 38802-1785 or the Lee County Chancery Clerk’s office at P.O. Box
7127, Tupelo, MS 38802-7127.
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Lee County
Statement of Net Assets
September 30, 2008

ASSETS

Cash

[nvesuments

Cash with fiscal agent

Accrued intercst receivable

Property tax receivable

Receivables, (net of allowance for
nncollectibles of $693.448)

Fines receivable, (net of allowance for
uncollectibles of 3,357,170)

Intergovermmental receivables

Other receivables

Ad valoremn tax fee in-lieu receivable, net

Deferred charges

(Capilal assets. land

Capital assets, ncl

Total Assels

LIABILITIES
(laims payable
Intergovernmental payables
Accrued inlerest payable
Deferred revenue
Uncamed revenue
Claims and judgments
Other pavables
Long-terin liabilities
Due within one year:
Capital debt
Non-capital debt
Due in more than one year:
Capilal debt
Non-capiral debt

Total Liabilities

NET ASSETS
Investiment in capilal assets
net ol related debt
Restricted:
Expendable:
Genceral govermmnent
Public Safety
Public works
Economic developmernt
Other Purposes
Unrestricted

Total Net Assetls

Primary Goveroment

Exhibit 1

Governmental Business-type

Activities Activities Total
$ 7.218,230 169,842 7,388,072
18,891,988 18,891 988
226,538 226,538
121.057 121,037
13,527.303 13.527.303
418,282 418.282
2,401.40 2.407,401
982,709 982,709
199,383 133,103 332,486
8,183,214 8,183.214
386.579 186,579
4,107,191 47,746 4,154,937
170,939,652 340,331 171,779,983
227,185,245 1,609,304 228,794,549
1,824,944 176,613 2.001.557
1,751,781 4,281 1,756,062
172,945 63 173,006
13,527,303 13.527,303
69,521 155,636 225177
436,256 436,256
532,966 532,966
1,375.276 181,353 1,556.629
10,404 10.404
7,501,753 169.956 7,671,709
9,811,502 402,191 10.213.693
17,014,649 1.090.113 38,104,762
166,169 814 536,768 166.706,582
4,119 4,119
796.522 796,522
7.691,035 7,691.035
2535.884 255,884
4,514,270 4,514,270
10.738.952 (17,377 10,721,375
$ 190,170.396 519,191 190,689,787

The accompanying notes and audilors’ reponts are integral parts of these slalements.
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Lee County Exhibit 3-1
Reeonciliaton of Governmental Funds Balance Sheet to the Statement of Net Assets
Scptember 30, 2008

Amount
Total fund balance - governemntal funds (Exhibit 3) $ 23,024,437
Amounts reported for sovernmental activities in the Statement of Net
Asscts (Exhibit 1) are diffcrent because:
Capital assests used in governmental activities are not financial
resources and therefore are not reported in the funds net of
accumulated depreciation of $117,170,401 175.046.843
Other long-term assets are not available to pay for current-period
expenditures and therefore are deferred in the funds.
Fines recejvable 2.401.401
Deferred charges 386.379
Accrued receivables that are not available to pay for current
cxpenditures and thereforc are not recorded in the funds. : 8.183.214
Long term liabilities, including bonds payable, are not due and
payable in the current period and therefore are not reported in the
funds.
Long-tcrm liabilities (18,698,935)
Accrued inlerest on bonds (172,943)
Net assets of governmental activities $ 190,170,596

The accompanyving notes and auditors’ reports are integral parts of these statements.
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Lee County

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

For the year ended September 30, 2008

Major Funds

Exhibit 4

Couoly- County- Other Tolal
wide Road  wide Bridge Governmental Governuental
(ieneral Funds Fund & Culbven Toyola Funds Funds
REVENUES
Property lases § 10.584.050 2279961 1.869.631 451,552 15,195,194
Road and bridge privilege laxes 936,753 939753
Licenses. commissions and other revenue 1.375.656 15.486 23968 1415110
T'ines and forfeitures T19.165 FI9.165
Intergovernmental revenucs 3.231.179 748402 204836 1.610.027 3,794,444
Charges for services 1.342.361 12.838 1.095.224 2450423
lnlerest income [,225.143 304.687 175.219 5066 19.686 1.729.801
Miscellaneous revenucs 344,169 9.036 3.313 396,228 7532746
Total Revenues 18.831.723 4.330.163 2.252.999 5066 3.596.685 39016636
EXPENDITURES
Current:
General sovernment 8773384 22329 8.797.713
Public salety 7.139.355 1817903 9.077.260
Public works 4.156.030 2.409.603 6.365.653
Health and welfare 1,402.352 1402552
Culwre and recreation 448,790 391,147 839,937
Consen guion of natural resources 245.521 345521
Economic development aod assistance 140,588 7.750,600 1.314.726 9205314
Dbl Senvice
Principal 444,800 22464 1955008 703.330 1.568.252
Interest iR.137 30216 24.662 234814 275876 643,703
Bond issue costs 408.055 408.055
Total Expendilures ' 18.675.127 4,410,880 2.629.773 §.412.869 4625313 38.753.962
Excess (deficieney ) of Revenoes Over Expendit 156.5%6 (8. 11T (376.774) {(R.407.803) (1.028.628) {9.737.526)
OTHER FINANCING SOURCES (USES)
Proceeds of LT Cap Debt 133.982 269 894 265,894 1.000 674,770
Proceeds of LT N/C Debi 8.760.000 B.760.000
Proceeds from Sale of CA 1525 33.200 1.253 37,984
Premium on bond issucd 111098 [11.09%
Transfers In from Gov Fds 135,000 1174859 1.309.839
Opcerating Transfers Out (1411609} (1350000 {14,630} {1.361.23%
[Yscount on bonds issued {236,737y {236,757y
Total Other Financing Sources and Uses {1.274.102) 438.100 136,147 6.634.341 [.161.209 40935643
Netl Change in Fund Balance (1.117.506) 357.383 {240.627) 226,338 132,581 1641631
Fund Balances - Begioning 15365372 4.480.770 3.093.509 -0- G34.938 23504589
Prior period adjusiments 71.479 71479
Fund Balances-PBeginning. as restaled 15436 851 4.480.770 3.093.509 -0- 634,938 23.666.068
Fund Balances - Ending § 14319345 4.838.133 2,832,882 126,338 787.519 23.024.437

The accempanying noles and auditors’ reporis are inlegral parls of these staiements.
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Lee County Exhibir 4-1
Reconcitiation of (he Statement of Revenues, Expenditures and Changes
in Fund Balances of Governmental Funds to the Statement of Activities
For the Year Ended September 30, 2008
Amount

Net changes in fund balances - 10tal governmental funds (Exhibit 4) $ (641.631)

Amounts reporied for governmental activities in Lhe statement of activities
are different because:

Governmental funds report capital outlays as expenditures. However, in the

slatement of activities, the cosl of those assets is allocaled over their estimated

useful lives and reported as depreeiation expense. Thus, the change in net assets

differs from the change in fund balances by the amount that depreciation of

$9.754.986 exceeded capital outlays of $3,450,679 in the current period. (6.304.307)

In the statement of activities, only gains and losses from the sale of capital assets

are rcported, whereas in the governmenlal funds. proceeds from the sale of

capital assels increase financial resources. Thus, the change in net assers differs

from the change in fund balances by the amount of the loss of $144.090 and

the proceeds from the sale of $37.984 of capital assets. {182.074)

Fine revenue recognized on the modified accrual basis in the funds during the
current yvear is reduced because prior vear recognition would have been required
on the statement of activities using the full-accrual basis of accounting. 120.636

Revenues in the staternent of activities that do not provide current financial resources
are not reported as revenues in the funds:

Ad valorem tax fee in-lieu 8.183.214

Debt proceeds provide curreni financial resources to governmental funds, but
issuing debt increases long-term liabilities in the statement of 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. Also, governmental funds
report the effect of bond issuance costs when debt is first issued, whereas these
amounts are deferred and amortized in the statement of aclivities. Thus the change in
net assets differs from the change in fund balances by the amount thar debr
proceeds of $9.309,111 and bond issuance and discount amortization cost of
$29.466 exceed debt repayments of §1,568.252, deferred amounts of $408.035 and
bond premium amortization of $16.019. (7.346.251)

Under the inodified accrual basis of aceounting used in the governmental funds,
expenditures are not recognized for transactions 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
rcgardless of when financial resources are available. In addition, interest on long-
terin 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. (89,353
The amount of increase in accrued inicrest payable. (97.208)

Change in net asscts of governmemtal activities (Exhibit 2) h (6,356,974}

The accompanying notes and auditors’ reports are integral parts of these statemcnts.

26



Lee County Exhibit 3
Statement of Net Assets - Proprietary Funds
September 30, 2008
Business-type Activities-
Enterprise Funds
Solid Waste Turner Park Totals
ASSETS
Current Assets
Cash $ (38,101) 207,943 169.842
Accounts receivable, (net of allowances
for uncollectibles $693.448) 409,588 8,694 418.282
Other receivables 133,103 133,103
Total Current Assets 504,590 216,637 721.227
Noncurrent Assels
Land 47,746 47,746
Capital assets, net 689,641 150,690 §40.331
Total Noncurrent Assets 737,387 150,690 888,077
Total Assets 1,241,977 367,327 1.609.304
LIABILITIES
Current Liabilities
Claims Payable 169,111 7.502 176,613
Intergovernmental payables T 4.260 21 4.281
Accrued Interest Payable 63 63
Unearned revenue 155,656 155,636
Capital debl:
Other long-term liabilities 172,696 8.657 181.353
Total Current Liabilities 501,723 16,243 517.966
Noncurrent Liabilities
Capilal debt:
Other long-term ljabilities 128,405 41,551 165.956
Non-capital debt:
Compensated Absenees payable 39,441 39,441
Other long-term liabilitics 362,750 362.750
‘Total Noncurrent Liabilities 530.596 41.531 372.147
Total Liabililies 1,032,319 57.794 1.090.113
NET ASSETS
Investment in Capital Assets, net of related debt 436,286 100.482 336,768
Restricted for Public Works (226.628) 209,051 (17.577)
Total Net Assets § 209,638 309.533 319191

The accompanying notes and audilors™ reports are imegral parts of these statements.
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Lee County Exhibit 6
Statemeut of Revenues, Expenses, and Changes in Fund Net Assets - Proprietary Funds
For the year ended September 30, 2008

Business-type Activities-
Enterprise Funds

Solid Waste Turner Park Total
Operating Revenues
Charges for Services $ 1.897.075 105,859 2.002.934
Other Revenue 15.206 15,206
Total Operating Revenues 1,912,281 105,859 2.018.140
Operating Expenses
Personal services 865.152 865,152
Contractual services 694.020 06.524 790.544
Materials and supplies 263,270 3,672 266,942
Depreciation expense 78,333 12,120 90,453
Indirect administrative eost 44,637 1.788 46425
Total Operating Expenses 1,945412 114,104 2.059,516
Operating Gain {Loss) (33.131) (8.243) (41,376)
Non-Operating Revenues (Expenses) :
Interest Earnings 3.628 9.365 12,993
Interest expense (22,769) (1.676) (24,445)
Net Non-Operating Revenue (19.141) 7.689 (11,452)
Net Income Before Transfers (52,272) (356) (52,828)
Transfers In 251,400 251.400
Total Transfers 251.400 -0- 251,400
Change in Net Assets 199,128 (536) 198,572
Net Assets - Beginning [0.530 310,089 320,619
Net Assels - Ending $ 209,658 309,533 519,191

The accompanying notes and auditors” reports are integral parts of these statements.
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Lee County
Statement of Cash Flows - Proprietary Fund
For the Year Ended September 30, 2008

Cash Flows From Operating Activities
Receipts from customers
Payments to supplicrs
Pavmenls ta emplovees
Pavments to General Fund (or indirect costs
(nher operating cash receipts
Net Cash Provided (Used) by Operating Activities

Cash Flows From Noncapital Financing Activities
Operaring grants received
Cash received rom other fuuds:
COrperaling oranslers in
Nct Cash Provided by Noncapital Financing Activilics

Cush Flows From Capilal and Related Financing Activitics
Proceeds of long-term debi
Acquisition and construction ol capital asscts
Principal paid on long-term debt
Interest paid on debrt
Nel Casbh (Used) by Capital and Related
Finanecing Activilies

Cash Flows From Investing Activities
Interest and dividends on investments
Nel Cash Provided by Investing Aclivaies

Nel (Decrease) in Cash and Cash Equivalents
Cash and Cash Equivalents ar Beginning of Year
Cash and Cash Equivalents at End of Year

Reconciliation of Operating Income (Loss) o Net Cash
Provided (Used) by Operating Activities:
Operating gain {loss}
Adjusiments 10 reconcile operating income (o net cash
provided fused) hy operating activities;
Deprecialion expense
Provision for uncellectible accounts
Changes in assets and labjlitics:
iIncrease) deerease in gecounts receivable
{Increase) decrease in other receivables
Increase (decrease) in clalins pavable
Increase (deercasc} in intergovernmental payabies
Inerease in compensaled absences liability
Inerease in deferred revenue
Toual Adjusiments

Net Cash Provided {Used) by Operating Activilics

)

Business-rvpe Activities -

Enterprise Funds

Exhibit 7

Solid Wasie Tumer Park Tolal
1.907.975 107.048 2.015.023
{900,392} (98.403) {998,793}
{RB7.152} (887152}

{44.637} {1.788) 146.423)
15.2006 15.206
91.000 6.857 97837
37.860 37.8606

251400 231400

2BY 266 -(- 289.266
49768 19,768

(150.225) (130.22%)
(226.038) {8.409) (234.447)
{22,769 (1.634) {24.303)
{349.264) (10.043) {339.307)
3.629 9,363 12,904
3.629 9.365 12,994
34,631 6.179 40,810

(72.732) 201.764 129.032

(38.101) 207.943 169.842

{33.131; {B.245) (41.376)
785333 12,120 90,433
536.537 56,537

(77,904) 1.189 (76.715)
27326 27.326
57.323 1.782 50103

68 I 79
{22.493) (22.193)
4.741 1,741

124.131 15102 139,233

91.000 6.857 97837

The accompanying notes and auditors” reports are integral parts of these statements.



Lee County

Statement of Fiduciary Assets and Liabilities

September 30, 2008

ASSETS
Cash and investmenis
Due from other funds
Other receivables
Total Assets

LIABILITIES
Amounts held in custody for others
Intergovernmental payables
Due to other funds
Total Liabilities

The accompanying notes and auditors’ reports are integral parts of these stalernents.
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Agency Funds

435,005
241,383
9,212

685,600

130,539
554,073
986

685.600




LEE COUNTY
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2008

() Summary of Signilicant Aecounting Policies
A. Financial Reporting Entity

Lee County is a political subdivision of the State of Mississippi. The county is
governed by an elected five-member Board of Snpervisors. Accounting principles
aenerally accepted in the United Siates of America require Lee County to present
these financial statements on the primary government and its eomponent units
which have significant operational or financial relationships with the county.

Management has chosen to omit from these finaneial statements the following
eomponent units which have significant operational or financial relationships with
the eounty. Aceordingly, the fimancial siatements do not include the data of all of the
county’s eomponent units necessary for reporting in conformity with aecounting
principles generally aceepted in the United Stales of America.

. [.ee-Itawamba Library System

. Cedar Hill Volunteer Fire Distriet

. Pratts-Friendship Volunteer Fire District

. Belden Volunteer Fire District

. Mooreville-Egaville Volunteer Fire District
. Riehmond Volunteer Fire District

. Palmetto-Old Union Fire District

. “South Lee Volunteer Fire District

. Union Volunteer Fire District

. Unity Volunteer Fire Distriet

. Birmingham Ridge Volunteer Fire District
. Greater Plantersville Volunteer Fire District
. Greater Saltillo Volunteer Fire District

. Greater Verona Vohmteer Fire Distriet

. Greater Shannon Volunteer Fire District

. Greater Nettleton Volunteer Fire District

State law pertaining o eounty government provides for the independent election of
eounty officials. The following eleeted and appointed officials are all part of the
county legal entity and therefore are reported as part of the primary government
finaneial statements.

. Board of Supervisors . Tax Assessor
. Chancery Clerk . Tax Colleetor
. Circuit Clerk . Sheriff

. Justice Court Clerk

. Purchase Clerk
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LEE COUNTY
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2008

Basis of Presentation

The county’s basie financial statements consist of govemnmment-wide statements,
ineluding a Statement of Net Assets and a Statement of Activities and fund finaneial
statements, which provide a detailed level of financial information.

Government-wide Financial Statements

The Statement of Net Assets and Statement of Aetivities display information
coneerning the eounty as a whole. The statements inelude all nonfidueiary activiiies
of the primary government. For the most part, the effect of interfund aetivity has
been removed from these statements. Governmental activities which are generally
financed through taxes, intergovemmental revenues and other nonexchange
revenues and are reported separately from busincss-type activities. Business-type
aetivities rely mainly on fees and charges for support.

The Statement of Nel Assets presents the financial condition of the governmental
activities and business-type activities of the county at year-end. The Government-
wide Statement of Activities presents a eomparison between direct expenses and
program revenues for each function or program of the county’s govemmental
activities and business-type activities. Direct expenses arc those that are specifieally
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 scrvices 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 cerlain limited exceptions. The eomparison
of direct expenses with program revenues identifies the extent to which each
business-type activity or governmental function is self-financing or draws from the
general revenues of the county.

Fund Financial Statements

Fund financial statements of the eounty are organized inte funds, each of which is
eonsidered to be a separate aceounting entities. Each fund is accounted for by
providing a separate set of self-balaneing aecounts that constitute its assets.
liabilities, fund equity, revenues and expenditures/expenses. Funds are organized
into governmental, proprietary and fiduciary. Major individual Governmental Funds
and major individual Enterprise Funds are reporied as separate columns in the fund
financial statements. Nonmajor funds are aggregated and presented in a single
column.

|7y
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LEE COUNTY
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2008

Measurement Focus and Basis of Accounting

The Government-wide, Proprietary Funds and Fiduciary Funds (excluding agency
funds) financial statements are presented using thc economic resources
measurement focus and the accrual basis of accounting. Revenues are recognized
when eamed and expenses are recorded when the liability is incurred or economic
assel used, regardlcss of when the rclated 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 goverminent recognizes the liability to the county.
Grants arc recognized as revenues as soon as all eligibility requirements have becn
satisfied. Agency funds have no measurement focus, but use the accrual basis of

accounting.

The county’s Proprietary Funds apply all applicablc Governmental Accounting
Standards Board (GASB) pronounccments and only the following pronouncements
issued on or before November 30, 1989, unless those pronouncements conflict with
or contradict GASB pronounccments: Financial Accounting Standards Board
(FASB) Statements and Interpretations, Accounting Principles Board Opinions. and
Accounting Research Bulletins of the Committee on Accounting Procedure.

The revenues and expenses of Proprietary Funds are classificd as operating or
rionoperating. Operating revenues and expenscs generally result from providing
services in connection with a Proprietary Fund’s primary operations. All other
revenues and expenses are reported as nonoperating.

Governmental financial statements are presented using a current financial resources
measurement focus and thc modified accrual basis of aecounting. 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
vear. Available means collected in the current period or within 60 days after vear
end to liguidate liabilities existing at the end of the year. Measurable means
knowing or being reasonably able 10 estimate the amount. Expenditures are
recognized in the accounting period when the rclated fund liabilities are incurred,
Debt serviee expenditures and expenditures related to compensated absences and
elaims and judgments, are recognized only when payment is due. Property taxcs,
state appropriations and federal awards are all eonsidcred 1o be susceptible to
acerual 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 aciivities of the general
government for which a separate fund has not been establisbed.

Countvwide Road Fund — This fund is used to account for monies from specific
revenue sources that are restricted for road maintenance.
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LEE COUNTY
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2008

Mecasurement Focus and Basis of Accounting (Continued)

Countvwide Bridge and Culvert Fund — This fund is used to account for monies
{rom specific revenue sources that are restricted for bridgc maintenance.

Tovola Fund — This fund is used to account for monies rcceived for cconomic
development and debt scrvice purposes.

The county reports the following major proprictary funds:

Solid Waste Fund — This fund is used to account for the county’s activities of
disposal of solid waste within the county.

Tumer Parker Fund -- This fund is uscd 10 account {or the county’s sewer and water
activities within the Tumer Industrial Park.

Additionally, the county reports the following fund types:

GOVERNMENTAL FUND TYPES

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

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

PROPRIETARY FUND TYPES

Enterprise Funds — These funds are used to account for those operations that are
finaneed and operated in a manner similar to private business enterprises or where
the eounty has deeided that periodic determination of revenues earned, expenses
incurred and/or net income is necessary for managemeni accountability.

FIDUCIARY FUND TYPES

Agency Funds — These funds account for various taxes. deposits and other monies
collected or held by the county, acting in the capaeity of an agent. for distribution to
other governmental units or designated bencficiaries.



LEE COUNTY
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2008

Account Classifications

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

Deposits and Investments

State law anthorizes the county 1o 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, thc¢ county may invest in certain repurchase
agreements.

Cash includes ¢ash on hand, demand deposits, all certificates of deposit and cash
equivalents, which are short-term, highly liquid investments that are readily
convertible to cash (generally three months or less). Investments in governmcntal
securities are stated at fair value.

Receivables

Receivables arc reported net of allowanees for uncollectible aceounts, wherc
applicable.

Interfund Transactions and Balances

Transactions between funds that are representative of short-term lending/borrowing
arrangements, and transactions that have not resulted in the actual transfer of cash at
the end of the fiscal year are referred to as “due to/from other funds.” Interfund
receivables and payables between funds within governmental activities are
eliminated in the Statcment of Net Assets. Any oulstanding balances between the
governmental activities and business-type activities are reported in the government-
wide financial statements as “internal balances.”

Capital Assets

Capital acquisition and construction are reflected as expenditures in Governmental
Fund statements and the related assets are reported as capital asscts in the applicable
governmental or business-type activities column in the government-wide finaneial
statement. All purchased capital assets are stated at historical cost where records are
available and at an estimated bistorical cost where no records exist. Capital assets
include significant amounts of infrastructure which have been valued at estimated
historical cost. The cstimated historical cost was based on replacement eost
multiplied by the consumer price index implicit price deflator for the year of
acquisition. The extent to which capital asset eosts have been estimated. and the
methods of estimation are not readily available. Donated capital assets arc recorded
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LEE COUNTY
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2008

Capital Assets (Continued)

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 matenally extend
their respective lives are not capitalized; however, improveinents are capitalized.
Interest expenditures are not capitalized on capital assets.

Governmental aceounting and financial reporting standards require govemments
meeting certain criteria to retroactively report major general infrastructure assets by
Septernber 30. 2007. Curtent year general infrastructure assels are required to be
reported. Gerieral infrastmctare assets acquired after September 30, 1980 are
reported on the government-wide financial statements. Current year general
infrastructure assets are reported on the government-wide financial statements.
General infrastructure assets inelude all roads and bridges and other infrastrueture
assets.

Capital assets acquired or constructed for Proprietary Fund operations are
capitalized at cost in the respective funds in which they are utilized. No interest is
capitalized on self-constructed assets beeause noneapitalization of interest docs not
have a material effect on the county’s financial statements. Donatcd capital asscts
arc recorded at their fair value at the time of donation.

Capirtalization thresholds (dollar value above which asset acquisitions are added to
the capital asset accounts) and estimated useful lives are used to report capital assets
in the government-wide statements and Proprietary Funds. Depreciation is
calculated on the straight-line basis for all assets. exeept land. A full year's
depreciation expense is taken for all purehases and sales of capital assets during the
ycar. 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 3,000 3-7 ycars



LEE COUNTY
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2008

Long-Term Liabilities

Long-term liabilities are the unmatured principal of bonds. loans, notcs or other
forms of noncumrent or long-temn general obligation indebtedness. Long-tern
liabilities arc not limited to liabilities froin debt issvanees, but may also include
liabilitics on lease-purcbase agreements and other commitments,

In the government-wide financial statements and in the Proprietary Fund in the fund
financial statements, long-term debt and other long-tcrm obligations are reported as
liabilities in the applicable governmental activities, business-type activities or
Proprietary Funds 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 siraight 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 discourns, as well as bond issuance eosts, during the current period.
The facc 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 reccived, are reported as debt service

expenditures.

Equity Classifications

Government-wide Financial Statements:

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

Invested in capital assets, net of related debt — Consists of capital assets including
restricted capital assets, net of accumulatcd depreciation and reduced by the
outstanding balances of any bonds, notes or other borrowings attributable to the
acquisition, construction or improvement of rhose assets.

Restricted net asscts — Consists of nct assets with constraints placed on the use
either by extemal groups such as creditors, grantors, contributors, or laws and
regulations of other govemments; or law through constitutional provisions or

enabling legislation.

Unrestricted net assets — All other net assets not meeting the definition of
“restricted” or “invested in capital assets, net of related debt.”
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Equity Classifications (Continued)
Fund Financial Statements:

Governmental fund equity is classificd 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 budgelng future
operations. Reservations of fund balance represent amounts that arc not appropriable
orare legally segregated for a specific purpose.

Property Tax Revenuces

Numerous statutes exist under whieh the Board of Supervisors nay levy property
taxes. The selection of authorities is made based on the objeetives 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 Oetober 1. Real property taxes
become a lien on January 1 of the eurrent ycar, and personal property taxes become
a lien on March 1 of the current year. Taxes on hoth real and personal property.
however, are due on or before February 1 of the next succeeding vear. 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 Ameriea require
property taxes to be recognized at the levy date if measurable and available. All
property taxes are recognized as rcvenue in the year for which they arc Jevied. 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

Intercovernmental revenues, consisting of grants, entitlements and shared revenues,
are usually recorded in Governmental Funds when measurable and available.
Flowever, the "available" criterion applies for certain federal g¢rants and shared
revenues when the expenditure is made because expenditurc is the prime factor for
determining eligibility. Similarly, il cost sharing or matching requireruents exist.
revenue recognition depends on compliance with these requirements.
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NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2008

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 Stales of America require
accrual of accumulated unpaid emplovee benefits as long-term liabilities in the
government-wide financial statements and the Proprietary Funds financial
statements. In fund finaneial statements, Governmenial Funds report the
comperisated absence liahility pavable only if the payable has matured. for example

an employee resigns or retires.
Prior Period Adjustment
A summary of significant fund equity adjustments is as follows:

Exhihit. 2 Statement of Activities

Explanation Amount
Revenue accrual - amounts held in custody $ 71.479
Capital asset adjustment (263.650)
Long-term debt adjustment (1.096,388)

{1,288.559)

Exhibit 4 Statement of Revenues, Expenditures and Changes in Fund Balances

Explanation : Amount
Revenue accrual - amounts held in custody $ 71,479

Deposits and Investments

Deposits

‘the carrying amount of the county’s total deposits with financial institutions at September
30, 2008, was $7,823,077 and the bank balanee was $8,403,184. The collatera! for public
entities” deposits in financial institutions is held in the name of the State Treasurer under a
program established by the Mississippi State Legislature and is governed by Section 27-
105-5, Miss. Code Ann. (1972). Under this program, the entity’s funds are protceted
through a collatera! pool administered by the State Treasurer. Financial institutions holding
deposits of public funds must pledge securitics as collateral against those deposits. Tn the
event of a failure of a financial institution. securities pledged by that institution would be
liquidatcd by the State Treasurer to replace the public deposits not covered by the Federal

Depository Insurance Corporation.
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Deposits and Investments (Continued)

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 Treasurcr
manages that risk on behalf of the county. Deposits above FDIC eoverage are
collateralized by the pledging financial institution’s trust department or agent in the name
of the Mississippi Statc Treasurer on behalf of the county.

Investments;

Investments balances at September 30, 2008, are as follows:

Instrument Type Maturities Fair Value Rating
Federal Farm Credit Bank 01/18/12 § 397.064 AAA
Federal Farm Credit Bank 04/21/11 734,531 AAA
Fedcral Home Ln Bk (43/09/12 519,140 AAA
Federal Homc Ln Bk 12/10/10 514,610 AAA
Federal Home Ln Mtg 07/07/10 105,010 AAA
Federal Home Ln Mtg 06/30/09 682,979 AAA
U.S. Treasury Notes 11/30/11 808.273 AAA
U.S. Treasury Notes 11/15/08 1,003,515 AAA
U.S. Treasury Notes 08/31/12 738,007 AAA
U.S. Treasury Notes 07/15/09 1,014,295 AAA
U.S. Treasury Notes 02/15/10 3,118,590 AAA
U.S. Treasury Notes 05/31/11 3,248,736 AAA
U.S. Treasury Notes 05/31/12 859,936 AAA
U.S. Treasury Notes 07/31/12 643.032 AAA
U.S. Treasury Seeurity 276,900

Transamerica Occidental Annuity 06/21/12 4,137,370

Total Y 18.891,988

Interest Rate Risk. The County deoes not have a formal investment poliey that limits
investment maturities as a means of managing its exposure to fair value losses arising fromn
increasing interest rates. However, Section 19-9-29, Miss. Code Ann. (1972), limits the
maturity period of any investment to no more than one year.

Credit Risk. State law limits investinents to those authorized by Sections 19-9-29 and 91-

13-8, Miss. Code Ann. (1972). The county does not have a formal investment policy that
would further limit its investment choices or one that address credirt risk.
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Deposits and Investments (Continued)

Custodial Credit Risk — Investments. Custodial credit risk is the risk that in the event of the
failure of the counterparty, the county will not be able to recover the value of its investments
or collateral securities that are in the possession of an outside party. The county does not
have a formal poliey for custodial credit risk.

Interfund Transactions and Balances
The following is a summary of interfund balances at September 30, 2008:

A. Due From/To Other Funds

Reeeivable Fund Payable Fund Amount
General Fund Agency Funds 5 986
Countywide Road General Fund 165,958
Countywide Road Other Governmental Funds 7,325
Countywide Bridge General Fund 69.862
Countywide Bridge Other Governinental Funds 7325
Other Governmental Funds General Fund 18,639
Agency Funds General Fund 241.583

Total A 511,498

The payables from the General Fund are the tax revenues collected but not sertled until
October 2008. The payables from Other Governmental Funds are to reimburse for expenses
paid out of Countywide Road and Countywide Bridge. The payable from the Agency Funds
is interest earned. All interfund balances are expected to be repaid within one vear from the
date of the financial statements.

B. Trans{ers In/Out

Transfer In Transfer Out Amount

County-Wide Road Connty-Wide Bridge ¥ 135,000
Other Governmental Funds  General Fund 1,160,209
Solid Waste General Fund 251,400
Other Governmental Funds  Other Governmental FFnnds 14,650
foral 5 1.561.259

The prineipal purpose of interfund transfers was to provide funds for grant matehes or o
provide funds to pay for operating purposes and capital outlay. All interfund iransfers were
routine and consistent with the aetivities of the fund making the transfer. All werc approved
by the Board of Supervisors.
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(5) Intergovernmental Receivables

Intergovernmental receivables at September 30, 2008 consisted of the following:

A. Governmecntal Activities:

Description Amount

Legislative tag credit $ 439.346
Motor Vehicle Licenses 74,436
Reimbursement for the housing of prisoners 105,720
Motor Vehicle Fuel Tax 31.304
Homeland Security grant 43,025
Community Development Block Grant 72,199
Appalachian Regional Commission 68.699
Loecal economic development 68.699
Other 78,295
Total Governmental Activities $ 981,723

(6) Ad Valorem Tax Fee In-Lieu Receivable

Pontotoc County, Union County, and Lee County (PUL Alliance) entered mto an Ad
Valorem Tax Fee In-Lieu Agreemcnt (Agreement) with the Mississippi Development
Authonty. the Mississippi Major Economic Impact Authority and Toyota Motor
Manufacwuring Mississippi Inc. (TMMMS). The Agreement provides that beginning in
Tanuary. 2011, and continuing until the retirement of the Public Bonds, TMMMS agrees to
make an annual fee payment of $2,500.000 to the PUL Alliance. The first fee payment shall
be made on or before January 31, 2011 and subsequent fec payments shall be made on or
before lanuary 31 of each succeeding vear. The fee payment shall expire afier the 2026
pavment or, if the Public Bonds are retired sooner than 2026, it shall expire in the year of
retirement. Lee County’s portion of this annual payment is one third or $833,333.

Ad valorem tax fee in-licu receivable at September 30, 2008, is as follows:

Ad valorem tax fee in-lieu receivable $ B.183.214
Due in one to five years $ 2,500.000.00
Due in six to ten years 4.166,667.00
Due in eleven to fifieen years 4,166,667.00
Due in sixteen to eighteen years 2.500,000.00
Total $  13.333.334.00
Less: Diseount to present value 3.130,120.00
Net recejvable 3 8.183,214.00
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(6) Ad Valorem Tax Fee In-Lieu Receivable (Continued)

Reeeivable due in more than one year are discounted to net present value using the County’s
average intercst rate of 5.45% on the bonds issued for the project. which management has
determined is an appropriate discount rate commensurate with the risks involved.

(7 Capital Asscts
The following is a summary of capital assets activity [or the year ended September 30,
2008:
Governmental activities:

Balance Balance
Oct. 1, 2007 Additions Delenons Adjustmenis Sept. 30. 2008

Non-depreciable capital assets

Land 3 4.203,191 (96,000) 4,107.191
Construclicn in progress 3.969.280 389,563 (4.358.843) -0-
Total non-depreciable capital assets 8.172.471 389,563 {96.000) (1.358.843) 4,107,19)
Depreciable capital assets
Infrastructure 243,988.927 2,165,182 246,154,109
Buildings 26,054,341 4.082.843 30.137.184
Improvements other than buildings 758.998 758,998
Mobilc equipment 8,924,466 784,241 (562,357) (13.236) 9.133.114
Furniture and equipment 1.849.733 111,693 (48.693) 13,915 1.926,648
Total depreciable assets ) 281.576.465 3,061,116 (611.050) 4.083.522 288.110.053
Less accumulated depreciation for:
Infrastructure 94.314.54) 8,333,593 102,650,136
Buildings 6.207.017 603.640 {99.344) 6,711,313
Improvements othcr than buildings 304.966 31,185 336,151
Mobile cquipment 5,797,670 644.282 (480.675) 56,750 6,018.027
Furniture and equipment 1.327.868 140.284 (44.301) 30.923 1.454.774
Total accumulated depreciation 107,952,062 9.754.986 (524.970) (11.671) 117.170.401
Total depreciable capilal assets. net 173.624.403 (6.693.870) (86.074) 4,095,193 170,939,652
CGiovernmental activities eapital

assers, nel 181,796.874 (6.304.307) (182,074) (263,650) | 75.046.843

Adjustments include reclassification of comnpleted construction, correction of prior year
construction in progress, and correciion of prior depreciation.
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Capital Assets (Continued)

Business-type activities:

Balance Balance
Oct. 1. 2007 Additions Deletions Sept. 30, 2008

Non-depreciable capilal assets
L.and % 47,746 47.746
Total non-dcpreciable capital assets 47.146 -0- -()- 47.746
Depreciable capital assets
Buildings 425,500 425.500
Improvements other than buildings [37.129 137,129
Mobile equipment 1,199,046 150,225 1.349.27
Furniture and equipment 20,837 20,837
Total depreciable assels 1.782,312 150,225 -0- 1.932.737
Less accumulated depreciation for:
Buildings 252.057 8.510 260,567
Improvements other than buildings 87.762 3,485 93.247
Mobile equipment 643.381 76.458 719,839
Furniture and equipment 18.753 18,753
Total accumulated depreciatien 1,001,953 90.453 -0- 1.092.406
Total depreciable capital assets, net 780,539 59.772 -0- 840,331
Business type activities eapital .

assels, net 3 $28.305 39,772 -0- 888.077
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(N Capital Assets (Continued)

Depreciation expense was charged to the following functions:

Amount

Governinental Activities:

General government $ 422,678

Public safety 418,333

Public works 8,787,055

Health and welfare 1,820

Culture and reercation 107,830

Education 13.370

Conservation of natural resources 3,900
Total governmental activitics depreciation expense  § 9,754,986
Business-type activities:

Solid Waste $ 78,333

Turner Park 12,120
Total business-type activities deprcciation expense  § 90,453

(8) Claims and Judgments
Risk Financing

The county finances its exposure to risk of loss related 1o workers™ compensation for
injuries to its employees through the Mississippi Public Entity Workers’ Compensation
Trust, a public entity risk pool. The county pays premiums to the pool for its workers®
compensation insurance coverage, and the participation agreement provides that the 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 sct by the Workers® Compensation
Commission. Risk of loss is remote for claims cxceeding the pool's retention liability,
However. the pool also has catastrophic reinsurance coverage for statutory limits above the
pool’s retention, provided by Safety National Casualty Corporation, cffective from January
1. 2008. to January 1, 2009. The pool may make an overall supplemental assessment or
declare a refund depending on the loss experience of all the entities it insures.
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Claims and Judgments (Continued)

The county fiuances its exposure to risk of Joss relating to employee health and accident
coverage through the Mississippi Public Entity Employee Benefit Trust, a public entity risk
pool. The pool is a claims-servicing orgamization 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. The county has reinsurance which functions on two separate stop loss
coverages: specific and aggregate. Thesc coverages are purchased from an outside
commercial carrier. For the current fiscal year, thc specific covcerage begins when an
individual participant’s claim exceeds $40.000, and the aggregate policy covers all
submitted claims in ¢xcess of $40,000. Claims expenses and liabilities are reported when it
is probablc that a loss has occurred and the amount of that loss can be reasonably estimated.
Iiabilitics include an amount for claims that have been incurred but not reported (IBNRs).
The following table provides changes in the balances of claims liabilities for fiscal ycars
2007 and 2008:

2007 2008
Unpaid Claims, Beginning of Fiscal Year 3 280,591 156,576
Plus: Incurred Claims (Including IBNRs) 2,546,609 2,511,014
Less: Claims Payments (2,670,624) (3,104,4406)
Unpaid Claims, End of Fiscal Year $ 156,576 (436,256)
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(%) Long-term Debt

Debt outstanding as of September 30, 2008, consisted of the following:

Final
Amount Interest Maturity

Description and Purpose Outstanding Rates Date

Governmental Activitics:

A. Gencral Obligation Bonds:
2001 Refunding Bonds $ 3,790,000  3.20-4.50  12/1/13
Tovola Bonds 8.760,000  5.00-6.00 7/1/26

Total General Obligation Bonds $ 12,550,000

D. Other Loans:
Capital improvemecnts revolving loan $ 113,924 3.00 3/1/14
Capital improvements revolving loan 723,307 3.00 11/1/18
Capital improvements revelving loan 086,826 3.00 5/1/28
(apital improvements revolving loan 165,250 4.27 1/31/14
Capital improvements revolving loan 378,077 4.00 10/1/22
Capital improvements revolving loan 235,267 4.00 8/1/22
Capital improvements revolving loan 238230 5.00 11/1/22
Capital improvements revolving loan 188,213 4.00 8/1/22
Noncap revolving loan 500,000 0.00 10/15/21
MS Development Bank promissory note 2.057.936 Variable 2/28/13

Total Other L.cans $ 5,587,030

Business-type Activitics:

A, Other Loans
Capital improvements revolving loan $ 50.208 3.00 3/1/14
MS Development Bank promissory note 663.851 Variable 4/30/13

Total Other Loans $ 714,056
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Long-term Debt (Continued)
Annual debt serviee requirements to maturity for the following debt reported in the
Statement of Net Assets are as follows:

Governmental Activities:

Year Ending General Obligation Bonds Other Loans

September 30, Prineipal Interest Principal Interest
2009 $ 560,000 608,315 815,276 190,324
2010 590,000 587.600 758,103 133,466
2011 975,000 565,060 667,347 122,065
2012 1,020,000 519,880 533,561 94,956
2013 1,070.000 472,060 358,340 76,743
2014-2018 3,065.000 1,809,998 1,030,341 255.424
2019-2023 3,030,000 1,117,875 1,135,529 96,509
2024-2028 2,240,000 250,525 288,533 22.041
Total $ 12,550,000 5,931,313 5,587,030 1,011,528
Business-type Activities:

Year Ending Other oans
September 30, Principal Interest
2009 181,353 30.238
2010 180,102 21,326
2011 168,216 12,744
2012 122538 5,826
2013 54,636 1,251
2014-2016 7.214 552
Total $ 714,059 71,937

Leoal 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 1axable property within the county, according
to the then last completed assessment for taxation. However, the limitation is increased 1o
20% whenever a county issues bonds to repair or replace washed out or collapsed bridges
on the public roads of the county. As of September 30, 2008, the amount of outstanding
debt was equal to 1.64% of the latest property assessments.
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(9) Long-term Debt (Continued)

The following is a summary of changes in long-term liabilitics and obligations for the ycar
cnded September 30, 2008:

Balance Balance Amount due
Qct. 1, 2007 Additions Reductions  Adjustments  Sept. 30. 2808 within one vear
Governmental Activities:
Compensaled absences 606.240 89,333 695,593
Gerneral obligation bonds 4.350,000 8.760.000 540.000 12,530,000 360,000
Unamortized premiums -0~ 111,098 16,019 95079 20,932
Unamortized discounts -0- {236,757) (7.990) (228,767) {10.328)
Other loans 4.844.124 674,770 1.028.252 1.096.388 5.587.030 813.276
Totals 9,780,364 9,398,464 1,576,281 1.096,388 18.698.935 |.385.680
Business-tvpe Activities:
Compensated absences 61,934 22,493 39,441
Orther loans 898,738 49.768 234.447 714,059 181.353
Totals $ 060.672 49,768 236,940 -0~ 733.500 181.353

(10)  Deficit Fund Balances of Individual Funds
The following funds reported deficit in fund balances al September 30, 2008:
Deficit
Fund Amount
Agri-Center/Fair Fund $ 42,468
GREAT Grant 35,861
(11) Contingencies

Federal _Grants - The County has received federal granis for specific purposcs 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.

Litigation - The County is party to legal proceedings, many of which occur in the normal
course of govermnental operations. It is not possible at the present time to estimate ultimare
outcome or liability, if any, of the county with respeet to the vanious proceedings. However,
the county's legal counsel believes that ultimate liability resulting from these lawsuits will
not have a material adverse effeet on the financial condition of the county.
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FOR THE YEAR ENDED SEPTEMBER 30, 2008

Contingencies (Continued)

Solid Waste Revenue Refundine Bonds

In 1998. solid waste revenue refunding bonds were issued by the Three Rivers Solid Waste
Management Authority for $8,120,000. As part of a solid waste disposal service agreement
between [ee County and Three Rivers Solid Waste Management Authority, the county has
agreed 10 pay its pro rata sharc of any obligations of the authority that are not covered by
fees generatcd from solid waste disposal services. The county’s pro rata sharc of the
$3,785.000 refunding bonds balance at September 30, 2008, is $530,657.

No Commitment Debt (Not included in Financial Statements)

No commitment debt is repaid only by the entitics for which the debt was issued and
includes debt 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 cxplicitly states the
absence of obligation by the county other than possibly an agreement to assist creditors in
cxcreising their rights in the event of default. Because a default may adverscly aflect the
county’s own ability to borrow. the principal amount of such debt outstanding at ycar end is

disclosed as follows;

Balance
Description 9/30/08
Industrial revenue bonds ¥ 22,999.296
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Segment Information for Enterprise Funds

The county maintains two Enterprise Funds which provide solid waste services to county
residents and commercial entities and water and sewer services to Turner Industrial Park.
Summary financial information for each Enterprise Fund is presented for the year ended

September 30, 2008:

Condensed Statement of Net Assets

Assets:
Current assets
Capital assets
Total assets
Liabilitics:
Current liabilities
Noncurrent liabilities
Total liabilities
Net assets:
Invested in eapital assets,
net of related debt
Restricted for Public Works
Total net assets

Turner Park Total
Solid Waste Water & Enterprise
Fund Sewer Fund Funds
$ 504,590 216,637 721,227
737.387 150.690 888.077
1,241,977 367,327 1,609,304
501,723 16,243 517.966
530,596 41,551 572,347
1,032,319 57,794 1,090,113
436,286 100,482 536,768
(226,628) 209,051 (17,577}
$ 209,658 309,533 519,191
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NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2008

Segment Information for Enterprise Funds (Continued)

Condensed Statement of Revenues. Expenses. and Changes in Net Assets

Operating revenues
Charges for services )
Other revenue
Total operating revenues

Operating expenses

Depreciation expense

Operating gain (loss)

Nonoperating revenues (expenses})
Interest tncoine
Interest expense

Transfers, net

Changes in net assets

Total net assets - beginning

Total net assets - ending $

Condensed Statement of Cash Flows

Net cash provided (used) by:
Operating activities $
Noncapital financing activitics
Capital and related financing activities
Investing activitics
Net increase (decrease)
Beginning cash and cash equivalents
Ending cash and cash equivalents h3

Jointly Governed Organizations

Turner Park Total
Solid Waste Water & Enterprise
Fund Sewer Fund Funds
1.897.075 105.859 2.002.934
15.206 15.206
1.912.281 105.859 2,018.140
1.867.079 101,984 1.969.063
78.333 12,120 90453
(33,131) (8.245) (41.376)
3,628 9.365 12.993
(22,769) (1,676) (24,445
251,400 251,400
199,128 (556) 198,572
10,530 310,089 320.619
200.658 309,533 519,191
_ Turner Park Total
Solid Waste Water & Enterprise
Fund Scwer Fund Funds
91,000 6,857 97.857
289,266 289,266
(349,264) (10,043) (359.307)
3,629 9.365 12.994
34,631 6.179 40.810
{72,732) 201,764 129,032
(38.101) 207,943 169,842

The county participates in the following jointly governed organizations:

Three Rivers Solid Wasle Management Authority operates in a district composed of the
countics of Calhoun, Itawamba, Lafayctte, Lec, Monroce, Pontotoc, and Union and the citics
of Aberdeen. Amory, Fulton, New Alhany, Oxford, Pontotoc and Tupelo. The Lee County
Board of Supervisors appoints one of the seven membhers of the board of directors. The
cntity is fiscally independent of the members. Members are billed based on the volume of
solid wastc deposited. The county did not appropriate any funds for the snpport of the

authonty in fiscal year 2008.
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NOTES TO FINANCIAL STATEMENTS
FORTHE YEAR ENDED SEPTEMBER 30, 2008

Jointly Governed Organizations (Continued)

Three Rivers Planning and Development District operates in a district composed of the
eounties of Calhoun, Chickasaw. llawamba, Lafavette, Lee, Monroe, Pontotoc and Union.
The Lee County Board of Supcrvisors appoints {ive of the forty members of the board of
directors. The county appropriated $46,600 for the support of the district in fiscal year 2008.

[tawamba Community College operates in a district composed of the eounties of
Chickasaw, Itawainba, Lee, Monroe and Pontotoc. The Lee County Board of Supervisors
appoints six of the thirty members of the college board of trusiees. The county appropriated
$5.148.040 for the support and maintcnance of the college in fiscal year 2008.

Northeast Mental Health-Mental Retardation Commission operates in a districl composed
of the counties of Benton, Itawamba. Lee, Chickasaw, Pontotoc, Monroe and Union. The
Lee County Board of Supervisors appoints one of the seven members of the hoard of
commissioners. The county appropriated $96,630 for support of the commission in fiscal

vear 2008.

Lift, Inc. operates in a district composed of the counties of Calhoun, Chickasaw, Itawamba,
Lafayctte, Lee, Monroe, Pontotoc and Union. The Lee County Board of Supcrvisors
appoints two of the twenty-four members of the board of directors. The county appropriated
$7.860 in fiscal ycar 2008 to the organization.

Northeast Mississippi Emergency Medical Services serves the counties of Calhoun,
Chiekasaw, [tawamba, Lafayette, Lee, Marshall. Pontoloc, Tishomingo and Union. The Lee
County Board of Supervisors appoints four of the thirty-six members of the board of
directors. Lee County appropriated $53,029 {or support of the district in fiscal year 2008.

Pontotoc-Umon-Lee Alliance (PUL) is an alliance among Pontotoc, Union and Lee
counties, ‘The Lee County Board of Supervisors appoints two of the nine members of the
board of dircctors. The county did not appropniate any funds for the support of the alliance
in fiscal year 2008.

Defined Benefit Pension Plan

Plan Description. Lee County, Mississippi, contributes to the Public Employees™ Retirenient
System of Mississippi (PERS), a cost-sharing, inultiple-employer, defined benefit pension
plan. PERS provides retirement and disability benefits. annual cost-of-living adjustments
and death benefits to plan members and beneficiarics. Benefit provisions are established by
state law and may be amended only by the State of Mississippi Legislature. PERS issues a
puhlicly available financial report that includes financial statements and required
supplcmentary information. That information may be obtained by writing to Public
Emplovees® Retirement System, PERS Building, 429 Mississippi Street. Jackson, MS
39201-1005 or by calling 1-800-444-PERS.

L
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LEE COUNTY
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2008

Defined Benefit Pension Plan (Continoed)

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, 2008 was 11.85% of annual covered payroll. The contribution requirements
ol PERS members are established and may be amended only by the Statc of Mississippi
Legaislature. The county's contributions (etnployer share only) to PERS [or the years ending
Scptember 30, 2008, 2007. and 2006, were $1.258.811, $1,181.,499, and $1,078.357,
respectively, equal to the required contributions for each year.

Subsequent Events

Subsequent 1o September 30, 2008, Lee County borrowed the following amounts under the
Mississippi Development Bank Loan Program:

Issuc Interest Issue
Date Rale Amount Source of Financing
11/3/2008 5.0 356306 Road Fund, Bridge Fund, Solid Waste
G |F . Bride .
1112009 50 207 844 er}era und, Road Fund. Bridge Fund
Solid Waste
3/1/2009 5.0 133,930  General Fund, Road Fund. Bridge Fund
4/1/2009 5.0 502.386  Gceneral Fund, Road Fund, Bridge Fund
G F . Bridg .
$/1/2000 50 524910 er'lera] und, Read Fund, Bridge Fund
Solid Waste
9/26/2009 4.5 262,224  Road Fund, Bridge Fund, Solid Waste
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Lee County

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

For the Year Ended September 30, 2008

REVENUES

Property taxes 3

Licenses, commissions and other revenue
Fines and forfeitures
Intergovermmental revenues
Charges for services
Interest income
Miscellaneous revenues
Total Revenues

EXPENDITURES
Current:
General government
Public safety
Ilealth and welfare
Culture and recreation
Couscrvation of natural resources
Economic developiuent and assistance
Debt service:
Principal
Interest
Total Expenditures

Excess aof Revenues
over (under) Expenditures

OTHER FINANCING SOURCES (USES)
Long-term capital debt [ssued
Proeeeds from sale of capital assets
Compensation for loss of capital assets
Transfers in
Transfers out
Total Other Financing Sourees and Uses

Net Change in Fund Balance
Fund Balances - Beginning

Fund Balances - Ending 8

Variance with

Actual Final Budget
QOriginal Final (Budgetary Positive

Budget Budget Basis) {Negative)
10,312,400 10,632,219 10,632.219 -0-
1,331,100 1,363.460 1.363.460 -0-
769.350 724.601 724,601 -0-
3,218,490 3,271,745 3,271,745 -0-
1,110.200 1,343,002 1.343,002 -0-
1,210,100 1,199,130 1,199,150 -0-
1.241.100 1,219,563 1.219.363 -0-
19.192.740 19.753.720 19,753,720 -0-
10,691.461 10,306,841 10,306,841 -0-
6,791,079 7,087,501 7.087.501 -0-
656,710 933.031 933,031 -0-
911.61! 891.835 891.835 -0-
244 910 240,111 240,111 -0-
139,486 140,639 140,639 -0-
409,420 421,413 421,413 -0-
88.000 78,093 78,093 -0-
20,232,677 20,099,464 20,099,464 -0-
(1.039.937) (343,744) {345.744) (-
200 -0-
148,000 3.523 3.325 -0-
10,000 2,208 2,208 -0-
[.043.300 1,043,300 1.0643,300 -0-
(1.418.520) (1,413.849) (1.413.849) -0-
{217.020) (364,816) {364.816) -0-
(1.236,957) (710.560) (710.360) -0-
15.568.282 15.568.282 15.568.282 -0-
14,311,325 14.857,722 14,857.722 -0-

‘The accompanying notes to the Required Supplemenlary Information are an integral parnt of this statement.
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Lee County

Budgetary Comparison Schedule -
Budget and Actual {(Non-GAAP Basis)
Cnuntywide Road Maintenance

Fnr the Ycar Ended September 30, 2008

REVENLES
Property 1axes
Licenses. commissions and other revenue
Fines and lorfeiwres
Intergovernmental revenues
Charges (or services
Interesl iucome
Miscellaneous revenues
Total Revenues

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

Excess of Revenues
over (under) Expenditures

OTHER FINANCING SOURCES {USES)
Proceeds ol long-term capital debt
Proceeds [rom sale ol capital assets
Compensation [or loss ol eapital assets
Transfers in

Total Other Finaneing Sources and Uses

Net Change in Fund Balanee
Fund Balances ~ Beginning

Fund Balances - Ending

Yariance wiih

Aclual Final Budget
Original Final {Bndgelary Positive
Budget Budget Basis) {Nepative)
2.217,500 2.284.083 2,284.083 -0-
927,500 969,693 969.693 {1
5,000 -0-
760,000 744.225 744,223 -0-
2.500 12.838 12,838 -0-
180.000 301,996 301,996 -0-
550 8.313 8315 -0-
4.093.,050 4.321,150 4.321,150 -0-
3.176,010 3.507,587 3,507,587 -0-
249,140 224,614 224614 -0-
59,030 30,216 30,216 -0-
5,484,180 3,762,417 3,762,417 -0)-
(1,391,130) 558.735 558,733 -0-
100 1.500 1.500 -0-
15,000 33,206 33.206 -0-
2,500 721 721 -0-
135,000 135.000 135,000 -()-
152,600 170.427 170.427 -0-
{1.238,530) 729.160 729,160 -0-
4.935.615 4.935.613 4,935,615 -0-
3,697,085 5.664.775 5.664.773 -0-

The accompanying notes to tbe Required Supplementary Informalion are an integral part ol this slalement.
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Lee Counly

Budgetary Comparison Schedule -
Budget and Actual (Non-GAAP Basis)
Countywide Bridge and Culvert Fund
For the Year Ended September 30, 2008

REVENUES

Property taxes

Intergovernmental revenue

Interest income

Miscellaneous income
Tortal Revenues

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

Excess of Revenues
over {under) Expenditurcs

OTHER FINANCING SOURCES (USES)
Long-termn eapital debt issued
Proceeds from sale of capital assets
Compensation for loss of capital assets
Transfers out

Total other finaneing sourees (uses)

Nect Change in Fund Balance
Fund Balances - Beginning

Fund Balances - Ending

Variance with

Actual Final Budget
Original Final (Budgetary Posirive

Budget Budget Basis) (Negative)
1,831,430 1,874,743 1.874,743 -0-
305,000 222,079 222079 -0-
115,000 180,380 180.580 -0-
450 1.347 1.347 -0-
2,251,900 2.278.751 2,278.751 -0-
1,967,010 2.143.920 2,143.820 -0-
202,830 195,508 195,308 -0-
43.800 24.562 24,962 -0-
2.213.640 2.364,390 2.364.390 -0-
38.260 (B5.639N (85.639) -0-
100 1.500 1,500 0-
1,253 1,253 -0-
1,966 1,966 -0-
{135,000} (135,000} (135,000) -0-
(134.900) (130,281) (130.281} -0-
(96.640) (215,920) (215.920) 0-
3.287.512 3,287.5)2 3,287.512 -(}-
3,190,872 3.071,592 3.071.392 -0-

The accompanying notes to the Reguired Supplementary Information are an inlegral part of this statemenl.



Lee County

Budgetary Comparison Schedule -
Budget and Acwal (Non-GAAP Basis)
Toyota Fund

For the Y ear Ended September 30, 2008

EXPENDITURES
Current:
[Economic development
Debt service:
Dord issue costs
Total Expendirures

Eacess of Revenues
over (under) Expenditnres

OTHER FTNANCING SOURCES (LISES)
I.cog-lernt noncapital debi issned

Tow! otber [Inancing sources (uses)

Net Change in Fund Balance
Fund Balances - Deginning

Fund Balances - Ending

Vanance with

Actual Final Budgel
Original Final (Budgetary Positive

Budgel Budgzet Basis) {Nepalive)
7.630.000 7.750.000 7.730.000 -0-
370,000 -{)-
8.000.000 7.730.000 7.750.000 -{)-
{8.000.000) {7.730.000) {(7.730.000) -{)-
5.000.000 7.750.000 7.750.000 -{}-
8.000.000 7. 750000 7.750.000 -(}-
-0- - -0- -0-
-0- -0- -0- -{-
-0- -0- -0- -0-

The accompanying nates 1o the Required Supplementary Information are an integral part of bis stalement.
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LEE COUNTY

NOTES TO THE REQUIRED SUPPLEMENTARY INFORMATION
FOR THE YEAR ENDED SEPTEMBER 30, 2008

Notes to the Required Supplementary Infermation

A,

Budgetary Information

Statutory requirements dictate how and when the eounty’s budget is to be prepared.
Gencrally. in the month of August, prior to the ensuing fiscal year beginning each October
1, the Board of Supervisors of the eounty, using historical and anticipated fiseal data and
proposed budgets submitted by the Sheriff, the Tax Assessor and the Tax 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 cach 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 budget beeause state law
does not require that funds be available when goods or services are ordered, only when

payment is made.

Basis of Presentation

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

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

1. Revenues are recorded when received in cash (budgetary) as opposed to when
susceptible to accrual (GAAP).

1o

Expenditures are recorded when paid in cash (budgetary) as opposed to when
susceptible to accrual (GAAP).
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NOTES TO THE REQUIRED SUPPLEMENTARY INFORMATION
FOR THE YEAR ENDED SEPTEMBER 30, 2008

Budget/GAAP Reconciliation (Confinued)

The following schedule reconciles the budgetary basis schedules to the GAAP basis

financial statements for the General Fund and each major Special Revenue Fund:

Govermmental Fund Types

Countywide Countywide
General Road Bridge & Culvert  Toyota
Fund Fund Fund Fund

Budzet (Cash Basis) $  (710.560) 729.160 (215.920) -0-
Increase (Decrease)

Net adjustments for revenue accruals (952,722) 276,685 240,675 889.407
Net adjustments for expenditure accruals 545,776 (648,462) (265.382) (662,869)
GAAP Basis $ (1,117,506) 357,383 (240,627) 226,538
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Lee County
Schedule of Expenditures of Federal Awards

September 30, 2008
Federal Grantor/ Federal Agency or
Pass-Through Grantor/ CFDA Pass-Through Federal
Program Title Number Number Expenditures
1].S. Department of Agriculture
Passcd-through Three Rivers Planning and Development District
Child and adult eare food program 10.558 712-1U-581A 8.006
Total U.S. Department of Agriculture 8,006
U.S. Departinent of Housing and Urban Development
Passed-through the Mississippi Department of Economic
and Community Development
Community development block grants/state's program 14.228  1124-07-041-ED-01 435,043
Communily development block grants/state's program 14228  1222-05-041-ED-01 2.500
Community development block grants/state's program 14.228  1122-05-041-PF-0! 204,554
Tolal U. S. Department of Housing and Urban Development 642.097
U.S. Department of Justiee
Direct programs
Edward Byme Memorial State and Local Law Enforcement
Assistance Discretionary Grants Program 16.580  2006DDBX0512 154,944
Passed-through the State of Mississippi Department of
Public Safety
Violence against women formula grants 16.588  04SP1411 41.910
Public safety partnership and community policing grants 16710 2005CKWX0110 7.300
Total U.S. Department of Justice 204.154
U.S. Department of Labor
Passed-through the Mississippi Council of Aging
Passed-through Three Rivers Planning and Development
District
Title V-senior comuinunity service employment program 17.235  712-U-181A 33,658
33.638

Total U.S. Department of Labor




Lee County
Schedule of Expenditures of Federal Awards
Scptember 30, 2008

Federal Grantor/ Federal Agency or
Pass-Through Grantor/ CFDA  Pass-Through Federal
Program Title Number Number Expenditures

U.S. Departinent of Transportation
Passed-through the Mississippi Depariment of Transporiation

Highway planning and construction 20.205 N/A 23.320
Total U.S. Department of Transportation 23.320
Appalachian Regional Comnmission
Passed-through the Mississippi Department of Economic
and Community Development
Appalachian Area Development 23.002 249,370
Total Appalachian Regional Commission 249,370
U.S. Department of Health and Human Services
Passcd-through (he Mississippt Council of Aging
Passed-through Three Rivers Planning and Development
District
Aging Clusler
Special programs for the aging-Title IIT, Part B-Grants for
supportive services and senior centers 93.044 712-R-181A 18.720
Special programs for the aging-Title III, Part C-Nutrition
services 93.045 712-R-281A 43.602
Special prograins for the aging-Title IT1, Part C-Nutrition
services 93.045 712-R-381A 73,013
Nutrition serviee incentive program 93.033 712-R-281A 11.727
Nutrition serviee inccntive program 93.053 712-R-381A 19.288
Nutrition service incentive program 93.053 712-R-281A 746
Total Aging Cluster 167.096
Social services block grant 93.667 T12-V-281A 131,033
131,033
Total U.S. Departinent of Health and Human Services 298.129
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Lee County
Schedule of Expenditures of Federal Awards
Scptember 34, 2008

Federal Grantor/ Federal Agency or
Pass-Through Grantor/ CFDA Pass-Through Federal
Program Title Number Number Expenditures
U.S. Department of Homeland Security
Passed-through the Mississippi Depariment of Public Safety
tlomeland Security Cluster
Homeland Sceurity Grant Program $7.067 06HS041 6357
Homeland Security Grant Program 47.067 06HS041R 50920
Homeland Secunty Grant Program 97.067 0THS041 2.710
Total Homeland Security Cluster 66,187
Total U.S. Department of Hoineland Security 66,187
1.524.92]

Total Expenditures of Federal Awards

NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

Note A: Significant Accounting Policics

The accompanying Schedule of Expenditures of Federal Awards is prepared on the

modified accrual basis of accounting.



LEE COUNTY

SPECIAL REPORTS

66



J.E. VANCE & ComMPANY, P.A.

CERTIFIED PUBLIC ACCOUNTANTS

825 JEFFERSON STREET
PosT OFFICE Box 1280
TUPELO, MIssissiver 38802

(662) 842-2123
FaCSIMILE (662) 841-6809
E-Mall: jev@ jevance.com

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

Members of the Board of Supervisors
Lee County, Mississippi

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

Internal Control Over Financial Reporting

In planning and performing our audit, we considered Lee County, Mississippi's intemnal control
over financial reporting as a basis for designing our auditing procedures for the purpose of
expressing our opinions on the finaneial statements, but not for the purpose of expressing an
opinion on the effeetiveness of the county’s internal control over financial reporting. Aecordingly,
we do not express an opinion of the effectiveness of the county’s internal control over financial

reporting.

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



A control deficicney exists when the design or operation of a control does not allow management or
employees. in the normmal course of performing their assigned functions, 1o prevent or deteet
misstatements on a timely basis. A significant deficiency is a control deficiency, or combination of
control deficiencies, that adversely affects the eounty’s ability to initiate, authorize, record, process,
or report linancial data reliably in accordance with generally aecepted aeeounting principles such
that there is more than a remote likelihood that a misstatement of the eounty’s finaneial 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 Sehedule of Findings and Questioned
Costs as 08-1, 08-2, and 08-3 to be significant defieiencies in intemal control over financial

reporting.

A material weakness is a significant deficiency, or combination of significant deficiencies, that
results in morc than a remote likelihood that a material misstatement of the financial statements will
not be prevented or deteeted by the eounty’s internal control.

Our consideration of internal control over financial reporting was for the limited purposcs described
in the first paragraph of this section and would not necessarily identify all defieiencies in the
intemmal control that might be significant deficiencies or material weaknesses. However, of the
significant deficiencies described above, we consider Items 08-1, 08-2, and 08-3 to be material

weaknesses.

Comnpliance and Other Matters

As part of obtaining reasonable assurancc about whether Lee County, Mississippi’s financial
statements are free of material misstatemment, we performed tests of its eompliance with eertain
provisions of laws, regulations, contracts and grant agreements, noncompliance with which eould
havc a direct and atcrial 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 instances of
noncomplianee or other matters that is required to be reported under Government Auditing
Standards and which are described in the accompariving Schedule of Findings and Questioned

Costs as 1temn 08-2.

We also noted certain instances of noncompliance which we have reported to management of Lee
County, Mississippi, in the Independcnt Auditor’s Report on Central Purchasing System, Inventory
Conrtrol System and Purchase Clerk Schedules dated June 30, 2010, included within this document.

LLee County’s responses 1o the findings identified in our audit are described in the accompanying
Schedule of Findings and Questioned Costs. We did not audit Lee County’s responses and,
accordingly, we express no opinion on them.

This report is intended solely for the information and use of management, the Board of
Supervisors. others within the entity, and federal awarding agencies and pass-through entitics and
is niot intended to be and should not be used by anyone other than these specified parties.
However, this report is a matter of public record and its distribution is not limited.

Tupelo. Mississippi m £ Q”‘ZJ
Junc 30, 2010
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INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE WITH REQUIREMENTS
APPLICABLE TO EACH MAJOR PROGRAM AND INTERNAL CONTROL OVER
COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133

Members of the Board of Supervisors
L.ee County, Mississippi

Compliance

We have auditced the compliance of Lee County, Mississippi. with the types of ecompliance
requirements described in the U.S. Office of Management and Budger (OMB) Circular A-133
Compliance Supplement that are applicable to each of its major federal programs for the year ended
September 30, 2008. Lee County, Mississippi’s major federal programs are identified in the
summary of auditors® results section of the accompanying Schedule of Findings and Questioned
Costs. Compliance with the requiremcnts ol laws, regulations, contracts and grants applicable to
each of its major federal programs is the respensibility of Lee County, Mississippi’s management.
QOur responsibility is to express an opinion on Lee County, Mississippi's compliance based on our

audit,

We conducted our audit of compliance in accordance with auditing standards generally aceepted 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 Stares, Local Governments, and Norn-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 occurred. An audit includes
cxamining, on a test basis, evidcnce about Lee County. Mississippi’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 dcterminarion on Lee County., Mississippi’s compliance with those

requircments.

In our opinion, Lee County, Mississippi, complied, in all material respects. with the requirements
refered to above that are applicable to each of its major federal programs for the year ended

September 30, 2008.



Internal Control Over Compliance

The managcment of Lee County, Mississippi, is responsible for establishing and maintaining
effeetive internal control over compliance with requirements of laws, regularions. contracts and
grants applicablc to federal programs. In planning and performing our audit, we considered Lee
County. Mississippi’s internal control over compliance with the requirements that could have a
direct and matcrial effect on a major federal program in order to determine our auditing procedures
for the purpose of expressing our opinion on compliance, but not for the purpose of expressing an
opiuion 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.

A control deficiency in a county’s internal control over compliance exists when the design or
operation of a control does not allow management or emplovees, in the normal course of
performing their assigned functions, to prevent or detect noncompliance with a type of compliance
rcquirement of a federal program on a timely basis. A significant deficiency is a control deficiency,
or combination of control deficiencies, that adversely affects the county’s ability to administer a
federal program such that there is more than a remote likelithood that noncoinpliance with a typc of
compliance requirement of a federal program that is more than inconsequential will not be
prevented or detected by the county’s internal control.

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 intcrnal control.

Our consideration of the internal control over compliance was for the limited purposes described in
the first paragraph of this section and would not necessarily identify all deficiencies in internal
control that might be significant deficiencies or material weaknesses. We did not identify any
deficicneies in internal control over complianee that we consider to be material weaknesses, as

defined above,

This report is intended solcly for the information and use of managcment, the Board of Supcrvisors,
others within the entily, and federal awarding agencies and pass-through entities and is not intended
1o be and should not be used by anyone other than these specified parties. However, this report is a

mazter of public record and its distribution is not limited.
%é: ;W £ Q""j’? §

Tupelo, Mississippi
June 30, 2010
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INDEPENDENT AUDITORS’ REPORT ON CENTRAL PURCHASING SYSTEM,
INVENTORY CONTROL SYSTEM, AND PURCHASE CLERK SCHEDULES
REQUIRED BY SECTION 31-7-115, MISS. CODE ANN. (1972)

Members of the Board of Supervisors
Lee County. Mississippi

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

the Board of Supervisors of Lee County, Mississippi, is responsible for establishing and
maintaining a central purchasing system and inventory control systen 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 Lee County, Mississippi, has established centralized
purchasing for all funds of the county and bas 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 evaluation of the
system 10 future periods is subjeet to the risk that procedures may become inadequate because of
changes in conditions or that the degree of eompliance with the procedures may deteriorate.

The results of our audit procedures disclosed certain instances of noncompliance with the
aforementioned eode sections. Tbese instances of noncompliance were considered in forming our
opinion on compliance. Our findings and reeommendalions and your responses are disclosed

below:

Inventory Control Clerk

Finding

Capital asset control procedures were inadequale for maintaining accurate inventory documenting
the valuation and completeness of eapital assets. We noted the following defieieucies in the capital

assets records:
Mesmirr 0F PCPS THE AMERICAN [NSTITUTE OF CERTIFIED PUALIC ACCOUNTANTS AL IaNCE FOR CPA Fiivix



a. The Inventory Control Clerk did not add all purchases to the capital assets records.
b. The Inventory Control Clerk did not add the correct amount of several purchases to the

capital assets rccords.

Reeommendation

The Inventory Control Cletk should establish adequate control procedurcs to ascertain the historical
and/or estimared cost of capital assets and to maintain accurate inventory reeords doeumenting the
valuation and completeness of capital assets. Capital asset purchases should be reconciled monthly
to the county’s cash disbursement records. In addition, the Inventory Control Clerk should review
the minutes of the meetings of the Board of Supervisors monthly to ensure that all transaetions
related to capital assets are reflected in the records.

Inventory Conrrol Clerk Response

We will put controls in place to ensure that all transactions related to capital assets are reflected in
the county’s records at the eorrect amount. As a result of these controls, the board minules will be
reviewed monthly to ensure that all capital asset transactions have becn accounted for. In addition, a
monthly reconciliation will be prepared that compares the county’s capital asset records to the cash
disbursemenr records. We will have these controls in place by March, 2005.

In our opinion. except as explained in the third paragraph an except for the noncompliance referred
to in the preceding paragraph, Lee County. Mississippi, complied, in all material respects, with state
laws govemning central purchasing, inventory and bid requirements.

The accompanying schedules of (1) purchases not made from the lowest bidder, (2) emcrgency
purchascs, and (3) purchases made noncompetitively from a sole source are prescnted in accordance
with Section 31-7-115, Miss. Code Ann. (1972). The information contained on these schedules has
been subjccied to procedures performed in connection with our aforementioned study and
evaluation of the purchasing system and, in our opinion, is fairly presentcd when considered in
relation to that study and evaluation.

Lec County’s response to the finding included in this report was not audited, and accordingly, we
CXpress no opinion on it.

This report is intcnded for use in cvaluating the central purchasing system and inventory controt
system of Lee County, Mississippi, and is not intended to be and should not be relied upon for any
other purpose. However, this rcport is a matter of public record and its distribution is not limited.

Tupelo, Mississippi QZ y\/ £ ng

June 30, 2010



Lee County Schedule 1
Schedule of Purchases Not Made From the Lowest Bidder

For the Year Ended September 30, 2008

Our test results did not identify any purchases from other than the Jowest bidder.
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Lee County

Schedule of Emergency Purchases

For the Ycar Ended September 30, 2008

Schedule 2

Reason for

ftem Amount
Date Purchased Paid Vendor Emergency Purchase
10/23/2007  Steel pilings 8.304  Skyline Steel Emergency bridgc repairs
Remove
asphalt drive;
piling recap &
10/23/2007  recheck 30,000  Dye Construction Emergency bridge repairs
3/3/2008  Steel beams 23,607  Skyline Steel Emergency bridge repairs
Remove
asphalt; replace
3/3/2008  beams 43.500  Dye Construction Emergency bridge repairs
Emergeney replacement of
7/21/2008  Chiller 178.247  Trane chiller at Library
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Lee County

Schedule of Purchases Made Noncompetitively from a Sole Source

for the Year Ended Septemher 30, 2008

Schedule 3

Item Amount
Date Purchased Paid Vendor
Printing & mailing of tax
12/6/2007  bills $ 13,849 Delta Computer Systems. Inc.
1/28/2008  Fans (6} 31.200 Big Ass Fans
TR3 Arena Drag & Ground
2/12/2008 Tool 5.957 Abselute Innovations
5/5/2008  Software licenses &
installation service 2,700 LSI, Inc.
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LIMITED INTERNAL CONTROL AND COMPLIANCE REVIEW MANAGEMENT REPORT

Members of the Board of Supervisors
Lee County, Mississippi

In planning and performing our audit of the financial statements of Lee County, Mississippi for
the vear ended September 30, 2008, we considered Lee County, Mississippi’s intemal control to
determine our auditing procedures for the purpose of expressing our opinions on the financial
statements and not to provide assurance on intemal control.

In addition, for areas not considered material to Lee County, Mississippi’s finaneial reporting, we
have performed some additional limited internal control and state legal compliance review
procedures as identified in the state legal compliancc audit program issued by the Office of the
State Auditor. Our proccdures 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 docs nor affect our report dated June
30, 2010, on the financial statements of Lee County, Mississippi.

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

This report is intended solely for the information and use of managcmcent, the Board of
Supervisors, and others within the entity and is not intended to be and should not bc uscd by

anyone other than these parties. However, this report is a matter of public record and its
distribution is not limited.

Tupelo, Mississippi g ;( )/_ﬂif— qL Q‘ﬂ/a’a

June 30, 2010
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LEE COUNTY

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
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LEE COUNTY
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED SEPTEMBER 30, 2008

Section 1: Summary of Auditors’ Results
Financial Statements:

1. Type of auditors® report issued on the financial statements:

Governmental activities Unqualificd
Business-type activities Unqualified
Aggregate discretely prescnted component units Adverse
Major Funds:
Toyota Fund Unqualified
County-wide Road Maintenance Unqualified
County-wide Bridge Maintenanee Unqualified
Aggregate remaining funds Unquatified

o

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

b. Significant deficiencies identified that are
not considered 1o be material weaknesses? None reported

g

Noncompliance material relating to the primary government
financial statements? No

Federal Awards:
4, Internal control over major programs:
a. Material weakness(es) identified? No

b. Significant deficiencies identified that are
not considered to be material weaknesses? No

Type of auditors® repori issued on compliance for major
federal programs: Unqualified

Lh

6. Any audit findings reported as required by
section ___.510(a) of OMB Circular A-133? No
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Section 1:

Section 2;

LEE COUNTY
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED SEPTEMBER 30, 2008

Summary of Auditors’ Results (Continued)
7. Federal programs identified as major programs:

a. Aging Cluster CFDA #93.044, 93.045. 93.053.
b. Community development block grants/state’s program #14.228.

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 fiseal year audit finding(s) and questioned cost relative

to federal awards which would require the anditee 1o prepare

a summary schedule of prior audit findings as discussed in

Section ___ .315(b) of OMB Cireular A-133? No
Financial Statement Findings
Payroll Clerk

Material Weakness

08-1 Finding

As reported in the prior year audit report, Irregularities were noted in the
administration of the County’s Cafeteria Plan under IRS Code Section
125. Control procedures were inadequate to ensure eompliance with

Section 125. We noted the following deficiencies:

a. In two instances employees were receiving exemptions for which they

were not entitled.

h. In several instances employees were nol receiving exemptions for

which they were entirled.

Recommendation

The Payroll Clerk should institute controls that ensure that the cormrect
amount for the exemption is entered into the eomputer datahase for all

employees
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Section 2:

LEE COUNTY

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

FOR THE YEAR ENDED SEPTEMBER 30, 2008

Financial Statement Findings (Continued)

Payroll Clerk’s Response

The County will work with its software devclopers to create an internal
eontrol check that will ensure benefits and withholdings under the
cafeteria plan arc automatically rcconeiled.

Inventory Contro} Clerk

Material Weakness

08-2

Finding

Capital asset eontrol proeedures were inadequate for maintaining aecurate
inventory documenting the valuation and completeness of capital assets. We
noted the following deficicncies in the capital assets records:

a. The Inventory Control Clerk did not add all purchascs to the capital assets
records.

b. The Inventory Control Clerk did not add the correct amount of sevcral
purchases to the capital assets records.

Recommendation

The Inventory Control Clerk should establish adequate control procedures to
ascertain the historical and/or estimated cost of capital asscts and to maintain
accurate inventory records documenting the valuation and completeness of
capital assets. Capital assct purchases should be reconciled monthly to the
county’s cash disbursement records. In addition, thc Inventory Control
Clerk should review the minutes of the meetings of the Board of Supervisors
monthly to ensure that all transactions related to capital assets are reflected

in the records.

Inventory Control Clerk’s Response

We will put controls in place to ensure that all transactions related to capital
assets are reflectcd in the county’s records at the eormrect amount. As a result
of these eontrols, tbe board minutes will be reviewed monthly to ensure that
all capital asset transactions have becn accounted for. In addition, a monthly
reconcifiation will be prepared that compares the county’s capital asset
records to the cash disbursement records. We will bave these controls in
place by March. 2009.
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LEE COUNTY
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED SEPTEMBER 30, 2007

Section 2: Financial Statement Findings (Continned)
Board of Supervisors
Material Weakness
08-03 Finding

Generally accepted accounting principles require the financial data for the
eounty’s component units to be reported with the financial data of the
county’s primary government unless the county also issues financial
statements for the financial reporting entity that include the financial data
for the component units. The financial statemcnts do not include the
financial data for thc county’s legally separate component units. The
failure to properly follow generally accepted accounting principles resulted
in an adverse opinion on the discreet]y presented component units.

Recommendation

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

Board of Supervisors® Response

Lec County’s legally separate component units consist of The Lee-
Itawamba Library System and 15 volunteer fire districts listed in Note 1 to
the financial statements. Lee County has not included the financial data of
these component units because it is not economically feasible 10 include
that information. In addition, we do not feel that the financial statements
are misjeading without the financial data for the component units. Because
of these reasons. we do not have any plans to incorporate that information
into our financial statements in the forcseeable future.

Section 3: Federal Awards Findings and Questioned Costs

The results of our tests did not disclose any findings and questioned costs related
to federal awards.
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