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

Members of the Board of Supervisors
Madison County, Mississippi

We have audited the accompanying finaneial stalements of the governmental activities, each major fund and the
aggregate remaining fund information of Madison County, Mississippi, as of and for the year ended September 30, 2009,
which collectively eomprise the basic financial statements of the eounty’s basie finaneial statements as listed in the table of
contents. These financial stateinents are the responsibility of the county's management. Our responsibility is to express
opinions on these financial statements based on onr audit.

We conducted our audif 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
Gencral of the United States. Those standards reqnire 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 1cst basis,
evidence supporting the amounts and disclusures in the financial statements. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating the everall financia) statement
presentation. We believe that our audit provides a reasonable basis for our opinions.

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

In our opinion, because of the omission of the discretely presented component units, as discussed above, the
financial statemenis referred to above do not present fairly, in conformity with accounting principlcs generally accepted in
the United States of America, the financial position of the aggregate discretely presented component units of Madisen
County, Mississippi, as of Septcmber 30, 2009, or the changes in financial posilion thereof for the year then cnded.



In addition, in our opinion, the financial statements referred to above present fairly, in all malerial respects, the
respective financial position of the governmental activities, each major fund and the aggregate remaining fund information of
Madison County, Mississippi, as of Septemnber 30, 2009, and the respective changes in financial positien, thereof for the year
then cnded in conformity with accounting principles generally accepted in the United States of America.

In accordance with Government Audiling Standards, we have also issucd our report dated July 20, 2010, on our
consideration of Madison County, Mississippi's internal control over financial reporting and on our tests of its compliance
with certain provisions of laws, regulations, contracts and grant agrcements and other matters. The purpose of that report is
to describe the scope of our testing of internal control over financial reporting and compliance and the results of that testing,
and not to provide an opinion on the internal control over financial reporting or on compliance. That report is an integral part
of an audit performed in accordance with Government Auditing Standards and should be considered in assessing the resulis
of our audit,

The Management’s Discussion and Analysis and the Bndgetary Comparison Schedules and corresponding notes are
nol a required part of the basic financial statements but are supplementary information required by the Governmental
Accounting Standards Board. We have applied certain limited procednres, which consisted principally of ingniries of
management regarding the methods of measurement and presentation of the required supplementary information. However,
we did not audit the information and express no opinion on it.

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise
Madison Counly, Mississippi’s basic financial statemnents. The accompanying Reconciliation of Operating Costs of Solid
Waste is presented for purposes of additional analysis and is not a required part of the basic financial statements. Such
information has been subjected to the auditing procedures applicd in the audil of the basic financial statements and, in our
opinion, is fairly stated, in all matcrial rcspects, in relation to the basic financial statements taken as a whole.

N, gmd cgfma, PLLE

Windham and Laccy, PLLC
July 20, 2010
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MADISON COUNTY, MISSISSIPPI

Management’s Discussion and Analysis
For the Year Ending September 30, 2009

INTRODUCTION

This discussion and analysis of Madison County’s financial performance provides an overall narrative review of the County’s
financial activities for the year ended Septemnber 30, 2009, The intent of this discussion and analysis is to lock at the
County’s performance as a whole; readers should also review the noles to the basie financial statements and the financial
statements to enhance 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 Siatements and Management’s Discussion and Analysis for
State and Local Governments™ issued June 1999.

Madison County is located in central Mississippi along Interstate I-35. The population, according to the 2000 census, was
74,674, and has grown since that time. The local economic base is driven by Manufacturing/Industrial, Medical, Retail Trade
and Agricultural concerns.
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FINANCIAL HIGHLIGHTS

Madison County is financially stable. The County has commifted itself to fmancial management by using sound financial
planning, budgeting and internal controls. The County is committed to mamtaining sound fiscal management to meet the
challenges of the future.

Madison County continues to grow both economically and in population. This has allowed the County to maintain a steady
growth in tax revenues. The County government tax rate increased by 3.33 mills for the 2009 fiscal year, vet rcmains below
the tax millage level of the 2002 fiscal vear, reflecting tax millage reductions in the Intervening years. This does not include
School tax levies.

Total net assets increased $7,469,042 from the prior fiscal ycar, The County’s ending cash balance, for all funds, decreased
by £4,788,427, from the prior fiscal year.

The County had $54,487,410 in total Governmental Funds revenues. Tax revenues account for $30,743,941 or 56.51% of
total revenucs. Long Term Debt was issued in the amount of $5,222 846 or 9.6% of total revenues.

The County had $63,482,318 in total Governmental Funds expenses, which represents an increase 3.8% from the prior fiscal.
year. Expenses in the amount of $7,540,995 were offset by grants, outside contributions or debt being issued. General
revenucs $46,974,106 were adequate to provide for the remainder of the expenses.

Among major funds, the General Fund had $23,547,230 in revenues, $25,405,812 in expenditures and $156,994 in other
financing sources and uses. The General Fund’s fund balance decreased $1,261,685 under the prior year, The rcason for the
decrease in the General Fund’s fund balance was primarily due a reduction in debt issued and debt service expenditures, as
well as overall decreases in most expenditures categories.

Among major funds, the County Wide Road Maintenance Fund had $4,808,495 in revenues, $5,933,834 in expenditures, and
£821,552 in other financing senrces and uses. The County Wide Road Maintenance Fund’s fund balance decreased $303,787
over the prior year primarily due 1o revenues outpacing expendttures.

Among major funds, the General County T & S Fund had $7,991,606 in revenues, $7,977,090 in expenditures, and $106,437
in other financing sources and uses. The General County I & S Fund’s fund balance increased $120,953 dne to revenues and
long-term debt issued outpacing debt service.

Among major funds, the Road and Bridge Capital Project Fund had $343,190 in revenucs, $5,556,334 in expenditures. The
Road and Bridge Capital Project Fund’s fund balance decreased $5,211,144 over the prior year. The decrease in the Road
and Bridge Capital Project Fund was due to capital project expenditurcs financed by prior year long tenn debt proceeds.

Among major funds, the Reunton Parkway lnterchange Fund had $424,599 in revenues, $849,282 in expenditures, The
Reunion Parkway Interchange Fund’s fund balance decreased $424,683 over the prior year. The decrease in the Reunion
Parkway Interchange Fund was due to capital project expenditures financed by prior year long term debt proceeds.
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Capilal assets, net of accurnulated depreciation, inereased by $6,376,962 over the prior year. The increase in Capital Assets,
net of accumulated depreciation, was primarily due to addition of infrastructure and mobile equipment.

Long-ierm deht decreased by $11,531,527 during the fiscal year. The county issued General Obligation Bonds in the amount
of $2,490,000, other loans in the amount of $1,086,085 and capital leases in the amounl of $1,646,761. The County
eliminated limited obligation bonds, or revenue bonds, which are paid by thc Hospital, electing to disclose that information in
the notes instead of the financial statements. Both financial statement inclusion and disclosure of notes to the financial
statements are acceptable methods of accounting for limnited obligation dcbt paid fromn revenues that are pledged by the
Hospital. :

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis is intended to serve as an imtroduction to the County’s basic financial statements. The
County’s basic financial statements comprise three components: 1) Government-wide financial statements, 2) Fund
Sinancial stafements and 3) Notes to the basic financial statements. Required Supplementary Information is included in
addition to the basic financial statemenis.

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

Management's Basic Financial Required
Discussion and Statements Supplementary
Analysis I[nformation
| I
{Government- Fund Financial Notes to the
Wide Financial Statements Financial
Statements Statements

Summary ﬁ Detail

1 shows how requircd parts of this annual report are arranged and relate to one another.




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

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

Government-
Wide Financial
Statements

Fund Financial Statements

Governmental
Funds

Proprietary
Funds

Fiduciary
Funds

received or paid

expenditures when
goods or services are
received and
payment is due
during the ycar or
soon thereafter

paid

Scope Entire County All activities of the Activities 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
component units
Requlr.ed ¢ Statemeni of | ® Balance sheet ® Statement of net ® Statement of
s::l::::::z:s net assels ® Statement of assets fiduciary net
¢ Statement of revenues, ®  Statement of assels
activities expenditures revenues, ¢ Siatement of
and changes in expenses and changes in net
fund balances ehanges in net assels
assets
® Statement of cash
flows
Aceounting Accrual Modified acerual Accrual accounting Acerual accounting
basis and accounting and aecounting and and eeconomic and economic
measurement economntic current financial resources focus resources foeus
focus resources [ocus resources focus
Type of asset/ All assets and Only assets expected All assets and All assets and
liability liabilities, both to be used up and liabilities, both liabilities, both shori
information financial and liabilities that come | financial and capital, and long term
eapital aud short | due during the year and short and long
and long term or soon thereafter; term
no capital assets
included
Type of All revenues and | Revenues for which All revenues aud All revenues and
inflow/ cxpenses during cash is received expenses during year, expenses during
outflow ycar, regardless | during or soon afier regardless of when year, regardless of
informatiou of when cash iy the end of the year; cash is received or when cash is

received or paid
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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 to 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 deereases 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 year. All
changes in net assets are reported as soon as the underlying event giving rise to the change occurs, regardless of the timing of
related cash flows, Thus, revenues and expenses are reported in this statement for some items that will result in cash flows in
future fiscal periods.

Both of these government-wide financial statements distinguish functions of the County that are principally supported by
1axes and intergovernmental revenues {governmental activities) from other functions that are intended to recover all or part of
their costs through nser fees and charges (business-type activities). The governmental activities of the County include general
government; public safety; public works (roads and bridges); health and welfare; culture and reereation; education; economic
development; and interest on long-term debt.

Component units are inciuded in our basic financial statemenis and consist of legally separate entities for which the
County is financially accountable and that have substantially the same board as the County or provide services entirely 1o
the County.

The Government-wide Financial Statements can be found on pages 18-20 of this report.

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

Governmental funds are used 10 account for cssentially the same functions reported as governmental activities in thc
govermment-wide financial statements. However, unlike the government-wide financial statements, governmental funds
financial statcments focus on near-term inflows and outfilows of spendable resources, as well as on balances of spendablc
resources availablc at the end of the fiscal year. Such information may be useful in evaluating a county’s near-term financing
reguirements. 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 0
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 lomg-term impact of the
government’s near-term fnancing decisions. The “Governmental Funds Balance Sheet” and the “Governmental Funds
Statement of Rcvenues, Expenditures, and Changes in Fund Balances™ both provide a reconciliation to facilitate this
comparison between governmental funds and governmental activities. These reconciliations are on pages 23 and 26-27,
respectively.

The County maintains individual governmental funds in accordance wilh the Mississippi County Financial Accounting
Mamiial issucd 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 arc combined together and presented in these reports as other governmental funds.,

The basic governmental funds financial statcments can be found on pages 21-22 & 24-25 of this report.
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Fiduciary funds are used to account for resources held for the benefit of parties ourside 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 Couuty’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 Couuty’s fiduciary activities are
presented in a separate Staicment of Fiduciary Net Assets, whieh can be found on page 28 of this report.

Noles to the flinancial statements provide additional information that is essential to a full understanding of the data provided
in the government-wide aud fund financial statements.

In addition to the basic financial statements and accompanying notes, this report also presents Required Supplementary
Information concerning the County’s budget proeess.

The County adopts an annual operating budget for all povernmeutal 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 48-50 of this report.

GOVERNMENT-WIDE FINANCIAL ANALYSIS

Net Assets — Net assets may serve over lime as a useful indicator of government’s financial position. In the case of Madison
County, assets exceeded liabilities by $24,668,969 as of September 30, 2009.

The largest pertion of the County’s net assets (82%) reflects its investrnent in capital assets {(e.g. roads, bridges, land,
buildings, mebile equipment, furniture & equipment, leased property under capital lease and construction in progress) less
related outstanding debt used to acquire such assets. The county uses these capital assets o provide services to 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 Couuty’s net assets for the fiscal year ended September 30, 2009, as compared
1o the fiscal year ended September 30, 2008.

Current Year Prior Year
Governmental Governmeutal
Activilies Activities
Current assets $ 66,776,704 $ 70,002,937
Capital assels, net 95,930,661 89,553,699
Total assets 162.707.365 159,556,636
Current liabilities 35,265,053 28,051,839
Long-term debt outstanding 102,773,343 114,304,870
Total liabilities 138,038,396 142,356,709
Net assets:
Invested in capital assets, net of related debt 20,829,018 13,571,961
Restricted 26,234,192 3,861,968
Unrestricted (22.394.241) (234,002)
Total net assets 324,668,969 $17,199,927
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The following are significant current year transactions that have had an impact on the Statement of Net Assets.
® Long-term debt was issued in the amount of $5,222,846.

® §£8,609,437 of long-term debi principal was retired, and $8,182,695 in limited obligation debt was adjusted, to be
disc¢losed in the notes to the financial statements instead of on the face of the financial statements.

Changes in Net Assets — Madison County’s total revenues for the fiseal year ended September 30, 2009 was $49,292,256.
The total cost for all services provided was $49,658,692. The decrease in net assets was $366,436. The following table
presents a summary of the changes in net assets for the fiscal year ended September 30, 2009, as compared to the fiscal year
ended September 30, 2008.

Currcnt Year Prior Year
Revenues: Amount Amount
Program revenues
Charges for services 7,076,049 6,913,402
Operating grants and eontributions 1,184,750 1,236,085
Capital grants and contributions 1,133,399 216,605
(General revenues
Property taxes 33,765,794 29,721,813
Grants and eontributions 2,576,265 2,285,357
Use of money and property 1,596,397 1,036,270
Other 1,959,602 7,141,737
Total Revenues 49262956 48,554,269
Expenses:
General govemment 7,931,441 13,263,447
Publie safety 12,379,481 12,420,948
Public works 19,081,654 10,262,958
Heahh and welfare 944 761 863,834
Culture and recreation 1,433,754 1,467,043
Conservation of natural resources 358,805 353,439
Economic development 511,707 . 703,396
Other expenses 7,017,089 3,874,731
Total Expenses 49,658,692 43,241,796

Decrease in Net Assets $ (366,436) $5312473
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WHERE THE COUNTY GETS3 ITS REVENUE
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Governmenlal Activities — The following table presents the cost of seven major functional activities of the County: General
Government, Public Safety, Public Works, Health & Welfare, Culture and Recreation, Conservation of Natural Resources
and Economic Development.

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

Total Net

Costs Costs
General Government £7.931,441 $4,397.975
Public Safety 12,379,481 8,584,166
Public Works 19,081,654 17,151,197
Health & Welfare 944,761 809,801
Culture & Recreation 1,433,754 1,433,754
Conservarion of Natural Resources 358,805 358,805
Economic Development 511,707 511,707
Interest on Long-term Debt 3,931,004 5,931,004

FINANCIAL ANALYSIS OF THE COUNTY'S FUNDS

Governmental funds — At the close of the fiscal year, Madison County’s governmental funds reported a combined fund
balance of 831,010,865, a decrease of $9,589,709. The primary reason for this decrease was a decrease in long-term debt
issued.

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 §1,858,582. This decrease was primarily due to the decrease in other financing sources and uses, general
government and public safety expenditures.

BUDGETARY HIGHLIGHTS OF MAJOR FUNDS

Over the course of the fiscal year, Madison County periodically revised its annual operating budget. At the end of the fiscal
year Madison County amended its budget to reflect actual revenues received and expenditures made.

After the final adjustment, actual revenues and disbursements were approximately eqnal to the final budget amonnts.
A schedule showing the original and final budget amounts compared to the County's actual financial activity for thc General

Fund and other major funds is provided in this rcport as required supplemcntary information.

CAPITAL ASSETS AND DEBT ADMINISTRATION

Capilal Assets — As of September 30, 2009, Madison County’s total capital assefs was $183,930,773. This includes additions
to roads, bridges, and other infrastructure for the 2009 fiscal year; land, buildings, mobile equipment, furniture and
equipment, leased property under capital lease and censtruction in progress. This amount represents an increase from the
previous year of $8,945,553. The majority of this increase was due to new infrastructure and construction-in-progress.

13
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Depreciation expense for the year ended September 30, 2009 was $2,870,697. The balance in total net capital assets was

$95,930,661 at year-end.

Shown below are two tables that show the activity for Capital Assets, Depreciation Expense and reconciliation of the

beginning Capital Asset balance from the prior year audit report to this fiscal year.

MNon-depreciable capital assels;
Land

Conslruction ju progress

Tolal non-depreciable capnal assets:

Depreciable capilal assets:
Buildings
Mobile equipment
Other furniture and fixtures
(apital leases
Infrastructure:

Toltal capilal assels being depreciated

Less: Accumulated depreciatiou for:
Buildings
Mobile equipment
Other furninre and fixtures
Capilal leases
Infrastruciure

Total accumulared depreciation

Total depreciable capital assets, net

Governmental activilics capilal assets, uel

Balance Balance
Oct. 1, 2008 Addilions Detetions  Reclassificalions Adjusirnents Sept 34, 2009
822,418 150,000 3 972 418
13,777,261 7,063,284 (8,122,604) 604 12,718,545
14,569,679 7,213,284 - (8,122,604) 604 13,650,963
28,924,246 26,839 6,299512 (3) 36,250,594
7,153,468 088,519 (284,173) 34,446 7,892,260
2,940,470 173,866 (43,952) 3,070084
3,228,362 876,961 (40,833} 4 4 064,486
117,138,995 1,823,092 () 118,962,086
160,383,541 2,066,183 (368,958) 3,122,604 34,438 170,239810
1,130,815 653,019 7,783,834
4,701,413 648,796 (250,380) 3,137 5,102,960
2,027,812 295,076 (40,233) 2,282,655
1,119,428 620,629 (14,624) 1,725,433
70,452,053 653,177 71,105,230
£5.431,521 2,870,697 {305,243) - 3,137 88,000,112
14,954,020 {804,512) (63,715) B,122.604 31,301 42,239,694
£9,553 699 6,408,772 (63,715) - 31,9058 95,930,661

14
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Debt Administration — At September 30, 2009, Madison County had $102,773,343 in long-term debt outstanding. This
includes general obligation bonds, special assessment debt, other debt and obligations under capital leases. Of this debt,
$6,608,714 is due within one year.

In the past year, the County issued $2,490,000 in General Obligation Bonds, $1,086,085 in other loans and $1,646,761 in
Capital Leases for garbage trucks and debt refinancing.

The State of Mississippi limits the amount of debt a county can issue to gencrally 15% of total assessed value. The County’s

outstanding debt is significantly below its current limit.

Shown below is a table showing the balance of long termn debt for this fiscal year. This table breaks down the debt by the
type of issue.

Final
Interest Maturity
Purpose Rales Amount Date
(Jeneral Obligation Bonds
. 0. road and bridge bonds (Nissan), Senes 2001 SwiTs 3,040,000 Jun-26
O refunding bonds, Series 2004 27033 3,370,000 May-14
{0 O refunding bond project 4106 9,830,000 Jun-24
(G O refunding Road and Bridge & Refunding Bonds, Series 2006 4125w 3 14,900 000 May-26
G 0. Nissan refunding bonds, Senes 2006 Variable 17,510,000 Sep-26
G. O, road and bridge bonds Serics 2007 4to5 11,220,000 May-27
G () road and bridge bonds Series 2008 353 31,975.000 Mar-28
Courthouse project refunding bonds 23510325 2,275,000 Jun-14
MS Development Bank Special Obligation refunding bonds, Series 2009 Lito4.0 2,490,000 May-24
Total G. 0. Bonds 96,610,000
Special Assessmenl Bouds
Parkway special assessment refunding bonds,
Series 1998 4351060 1,113,000 Jun-12
Cupilal Lenses,
AMR Video Wall Display 449 49,462 Jul-11
F-911 Phase 2 Upgrades 4.4 202,929 Oct-11
3-Yolvo Molergraders 494 503,763 Apr-10
21-Ford Crown Victorias 4 88 98,634 May-10
20-2008 Crown Viclorias 419 220792 Apr-11
92007 dack dump trucks and 5-2007 Mack tractors 31 749368 Aug-12
& Volvo Garbage trucks 31 876961 Sep-13

Total Capital Leases 2,701,569

15
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Other Loans:
Capital improvemenl loan 400 53326 Sep-13
Industrial developiment capilal improvement (CAP) 3.00 358,504 Sep-10
Industrial development capital improvemnent (CAP) 3.00 1,056,012 Dec-10
Total Other Loans 1,467,842
Total Debt Outsianding 101,894,751

CURRENT AND FUTURE ITEMS OF IMPACT

Madison County eontinues to see growth and progress through the location of Nissan North America in the county as well as
strong retail growth, including the Renaissance development. The addition of Nissan and related industries in 2004 took the
assessed valuation of Madison County to over the | billion dollar level, and the assessed valuation has eontinued to inerease.

Ad valorem tax levy rates were increased in Madison County in 2009, but remain below the ad valorem tax levy rates of
2002, reflecting ad valorem rate reductions in the intervening years. Of the ten largest counties in Mississippi, Madison
County has the lowest countywide tax levy. Madison County continues to lead with residential development, new road
construction projects and interchanges whieh will serve to promote further economic growth m the county.

CONTACTING THE COUNTY’S FINANCIAL MANAGEMENT

This financial report is designed to provide cur citizens, taxpayers, eustomers, and 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 vou have
questions about this report or need additional financial information, please contact the Madison County Comptroller’s QOffice
at P.O. Box 608, Canton, Mississippi 39046.
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MADISON COUNTY
Statement of Net Assets
September 30, 2005

ASSETS
Cash
Property tax receivable
Fines receivable, net of allowance for uncollectibles of $400,093
Capital leases receivable
Intergovernmental receivables
{nher receivables, net
Unamortized bond discount
Bond issue cost, nel
Land and construction in progress
Other capilal assets, nel

Total Assets

LIABILITIES
Claims payable
Claims and judgmenis
Intergovernmenlal payables
Aecrued interest pavable
Delerred revenue
Deferred revenue-special assessments
Premium on bonds, nel
Other payables
l.ong-lerm liabilitics
Duc within one year:
Capilal refated debt
Non-capital debt
Due in more than one year:
Capital related debt
Non-capital debt
Tolal Liabilities

NET ASSE1S

Invested in capital assets, net of related debt

Restricted nel assels:
Fxpendahle:
Publie safety
Pnblic works
Capital projecis
Economiec development
Culture and recreation
Other

Unrestrieted

Total Net Assels

The notes (o the financial statements are an integral part of this stalement.
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Exhibit |

Primary Government

Governmental
Activilies

39,139,401
23,343,855
518,009
268,190
905,444
1,145,206
58,999
1,397,556
13,690,963
82,239,698

162,707,365

1,219,952
170,501
1,414,805
1,502,122
23,387,049
1,115,000
196,693
6,258,928

6,532,452

81,420

93,947,783
2,211,688

138,038,393

20,829,018

376,951
1,064,830
24,123,350
35,710
68,071
565,280
(22,354,240)

24,668,970
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MADISON COUNTY
Reconciliation of Governmenial Funds Balance Sheet to the Stalement ol Net Assets
Seplember 30, 2009

Tortal fund balance - governmental funds (Exhibit 3)

Amounts reported for governmental serviees in the stalement of net assels {(Exhibit 1}
are different because:

Capital assets are nsed in governmental aciivities are nol financial resonrees and
therefore are not reported in the funds

Bond issue cosls are amorlized over the life of the bonds and therefore
are not current period expenditures

Premiuin on bonds

Discounl on bonds

Otber long-term assels are not available to pay for current period expenditures and
therefore are deferred in the funds.

Long-term liabilities are not due and payable in the current-period and
therefore are not reported in he funds.
Long-term liabilities
Acerued interast on honds

Capital Jeases are nol available 10 pay for eurrent year expenditures and, therefore,

are deferred iu the funds.
Rounding

Tolal nel assels - governmental aclivities (Exhibit 1)

The notes to the fuaneial slalements are an inlegral part ol this statement,
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Exhibit 3-1

Amount

31,010,865

95,930,661

1,397,596

(196,693)
58,999

518,009

(102,773,343}
(1,502,122)

225,000

(2)
24,668,970
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MADISON COUNTY Exhibit 4-1
Reconciliation ol the Statement of Revenues, Expenditures and Changes

in Fund Balanees of Governmental Funds io the Statement of Acrivities
For the Year Ended September 30, 2009

Net changes in fung balances - loral governmental fuﬁds {Exhibit 4) 3 (9,.589,709)

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

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

statement ol activities Lhe cost of those assets is allocaled over Lheir estimated

uselut lives and reported as depreciation expense. Thus, the change in net assets

differs from the change in fund balances by the amount that capital outlays

$9,279,469 exeeeded depreciation $2,870,697 in Lhe eurrent period. 6,408,772

In the statement of activities, only gains and losses from the sale of capilal assets
are reported, whercas in the govemmental funds, proceeds from the sale of
capital assels increase finaneial resources and loss from the sale of capital
assers decrease finaneial resourees. Thus, Lhe change in net assels differs
fromn the change in fund balances by the amount of the nel (gain/ loss) of $51,690 and
the proeecds from insurance and the sale of § 12,025 in the current period. (63,715)

Fine revenue recognized on the modified accrual basis in the funds during the
current ycar is reduced because prior year recognition would have been reguired
on the statement of aciivitics using the full-accrual basis of accounting. 67,187

I2ebi procecds provide current financial resonrces to governmental funds, but
issuing debt incrcases long-term liabilities in the statement of assets. Repayment
of debt principal is an expenditure in the governmental funds, bul the repayment
reduccs long-term liabilitics in the statement of ncl asscts. Thus, the change in
net assets differs from the change in fund balances by the amount that debl
repayments § 8,625,772 were morc than debt proeeeds $5,222,846. 3,402,926

The notes Lo the financial slalements are an intcgral pan of this statement.
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MADISON COUNTY Exhibit 4-1

Recongiliation of the Slatemcnl of Revenucs, Expenditures and Changes (continued)
in Fund Balances of Governmenial Funds to the Stalemcnt of Aclivilies

For the Year Ended September 30, 2009

Under the modificd accrual basis of accounting used in the governmental fiunds,
expenditures are nol recognized for transactions (hat are not normally paid with
cxpendable available financlal resources. However, in the stalemnent of activities,
which is prescated on the accrual basis, expenscs and liahilities arc reported
regardless of when financial resources arc available. In addition, interest on long-
termn deht is recognized under the modified accrual basis of accounling when dug,
rather than as it accrues. Thus, the change in net assels differs from the change
in fund balances by a combination of the following ilems:

Compensateid absences (54,094)
Accrued interest payable (596,866)
Bond issue cost and discouul amortized in government-wide statements 186,316
Bond issue costs lucurred (99,334)
Premiurt on honds reccived 12078

In the (ex 2) statement of activities, ouly intercst income from payments received on capiial
leases are reporicd, whereas in the governmenial funds, bolh principal and interest
paymenls received increase financial resourees, Thus, the change in net assets

differs from change in fund balances by the principal colleetions on the capital leases. {40,000}
Rounding 3
Change in nel assets of povermnental activities (Exhibit 2} b (366,436)

The notes Lo Lthe finaneial stalements are an integral part of this stalement.
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MADISON COUNTY Exhibil 5
Statement of Fiduciary Assels and Liabilities

September 30, 2009
Agency
Funds
ASSETS
Cash % 693,521
[nierpovernmental receivables 1.872,700
T'otal Assels $ 2,566,221
LIABILITIES
Claims payable and other acerued liabilities 2,566,221
Total Liabilities LY 2,566,221

‘The notes to the inancial slatements are an inlegral part of this statemenl,
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MADISON COUNTY

Notes to Financial Statements
For the Year Ended September 30, 2009

(1) Summary of Significant Accounting Policies.

A.

Finaneial Reporting Entity.

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

Managemecnt has chesen to omit from these financial statements the following component units which have
significant operational or financial relationships with the county. Accordingly, the financial statcinents do
uot include the data of all of the county's component units necessary for reporting in conformity with
accounting priuciples generally accepted in the United States of America.

. Lakc Lorman Utility District

. West Madison Utility District

. Madison County Nursing Home

» Madison Couuty Library System

. Farmhaven Fire District

. South West Madison Fire District

. Lake Lorman Fire District

. West Madison Fire District

. Camden Fire District

. South Madisen Firc District

. Madison County Economic Development Authority
. Madison County Citizen Service Agency

Statc law pertaining to county government provides for the indcpendent elcction of county officials. The
following elected and appointed oflicials are all part of the county legal entity and thereforc arc reported as
part of the primary government financial statements.

. Board of Supervisors
. Chauccery Clerk

. Circuit Clerk

. Justice Court Clerk

. Purchasc Clerk

. Tax Assessor

. Tax Collcctor

. Sheniff

Basis of Presentation.

The county’s basic financial statements consist of government-widc statements, including a Statement of
Net Assets and a Statement of Activiries and fund financial statemcents, which provide a derailed level of
financial information.

Government-wide Financial Statemcnts:
The Statemnent of Net Assets and Statement of Activities display information concerning the eounty as a
whole. The statements include all nonfiduciary activities of the primary government. For the most part,

the effect of interfund activity has been removed from these stalements. Governmental activities are
generally financed through taxes, utergovernincnial revenues and other nonexchange revenues,
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MADISON COUNTY

Notes to Financial Statements
For the Year Ended Sepiember 30, 2009

The Statement of Net Assets presents the financial condition of the governmental activities of the county at
year-end. The Government-wide Statement of Activities presents a comparison between direct expenses
and program revenues for eaeh function or program of the eounty’s governmental activities. Direct
expenses are thosc that are specifically associated with a service, program or department and therefore, are
clearly identifiable to a particular function. Program revenues include charges paid by the recipient of the
goods or services offered by the program, grants and contributions that are restricted 1o meeting the
operational or capital requirements of a particular program. Taxes and other revenues not classified as
program revenues, are presented as general revenues of the county, with certain limited exceptions. The
comparison of direct expenses with program revenues identifies the extent to which each governmental
function is self-financing or draws from the general revenues of the county.

Fund Financial Staternents:

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

Measurement Focus and Basis of Accounting,

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

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

The county reports the fellowing majer Governmental Funds:

General Fund - This fund is used 10 account for all activities of the general government for which a separate
fund has not been established.

Road Maintenance Fund — Accounts for inonies from specific revenue sourees that are restricted for road
mainienance.
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General Countv 1 & § Fund - Acconnts for monies from specific revenue sources that are restricted for
repayment of general obligation debt. Issues paid from this fund include the G. O. road and bridge bonds
(Nissan), Series 2001, G. O. refunding bonds, Series 2004, G. O. refunding bond project, G. O. refunding
Road and Bridge & Refunding Bonds, Scries 2006, G. O. Nissan refunding bonds, Series 2006, G. Q.
road and bridge bonds Series 2007, G. O. road and bridge bonds Series 2008, Courthouse project
refunding bonds, Scries 2008, and MS Development Bank specia! obligation refunding bonds, Series 2009.

Road and Bridge Capital Projects- Accounts for monies from a G. O. bond issue to pay for various road and
bridge projccts.

Reunion Parkway Interchange Fund - Accounts for monies from a G. O. bond issue to pay for the Reunion
Parkway Interechange.

Additionally, the county reports the following fund types:

GOVERNMENTAL FUND TYPES

Special Revenue Funds - These funds are used to account for the procecds of specific revenue sources
{other than for major capital projects} that are legally resiricted to expenditures for specified purposcs.

Special Revenue Funds account for, among others, certain federal grant programs, taxes levied with
statutorily defined distributions and other resources restricted as to purpose.

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

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

FIDUCIARY FUND TYPES

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

Account Classifications.

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

Deposits and Investments.

State law authorizes the county to invest in interest bearing timne certificates of deposit for periods of
fourteen days to one year with depositories and in obligations of the U.S. Treasury, State of Mississippi, or
any county, municipality or school district of this state. Further, the county may invest in certain
repurchase agreements.

Cash includes cash on hand, demand deposits, all certificates of deposit and cash equivalents, which are
short-term highly liquid investments that are readily convertible to cash (generally thrce months or lcss).
[nvestments in governmemal seeurities are stated at fair value. However, the county did not invest in any
governmental securities during the fiscal year.
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Receivables.
Receivables are reported net of allowances for uncollectible accounts, where applicable.
Interfund Transactions and Balances.

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

Capital Assets,

Capital acquisition and eonsiruction are reflected as expenditures in Governmenial Fund statements and the
related assets are reported as capital assets in the governmental activities column in the govemment-wide
finaneial statements. All purchased capital assets are stated at historical cost where records are available
and at an estimated historical cost where no records exist. Capital assets inelude significant amounts of
infrastructure which have been valued at estimated historical cost. The estimated historical cost was based
on replacement cost multiplied by the consumer price index implicit price deflator for the year of
acquisition. The exteut to which capital assets, other than infrastructure, costs have been estimated and the
methods of estimation are not readily available. Donated capital assets are reeorded at estimated fair
market value at the time of donation. The costs of normal maintenance and repairs that do not add to the
value of assets or materially extend their respective lives are not capitalized; however, improveinents are
capitalized. Interest expenditures are not capitalized on capital assets.

Governmental accounting and financial reporting standards require governments meeting ccrtain criteria
to retroactively report major general infrastructure assets by September 30, 2007. Current year general
infrastructure assets are required to be reporied. General infrastructure assets acquired afier

September 30, 1980, are reporied on the government-wide financial statements. Current year general
infrastructure assets are reportcd on the government-wide financial siatements. General infrastructure
assets inclnde all roads and bridges and other infrastrueture assets,
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Capiialization thresholds (dollar value above which asset acquisitions are added to the capital asset
accounts) and estimated useful lives are used to report eapital assets in the government-wide statements.
Depreciation is calculated on the straight-line basis for all assets, except land. A full year’s depreciation
expense is taken for all purehases and sales of eapital assets during the year. The following schedule
details those thresholds and estimated useful lives:

Capitalizalion Estimated

Thresholds Useful Life

Land B 0 N/A
Infrastructure 0 20-50 years
Buildings 50,000 40 years
Iinprovements other than buildings 25,000 20 years
Mobile equipment 5,000 5-10 years
Furniture and equipment 5,000 3-7 years
Leased property under eapital leases * *

s Leased property eapitalization poliey and estimated useful life will correspond with the amounts for
the asset elassifieation, as listed above.

Long-term Liabilities.

Long-term liabilities are the unmatured principal of bonds, loans, notes or other forms of noneurrent or
long-term general obligation indebtedness. Long-term liabilities are not limited to liabilities from debt
issuanees, bul may also include liabilities on lease-purehase agreements and other eommitinenis.

In the government-wide financial statements long-term debt and other long-term obligations are reported as
liabilities in the governmental activities, Statement of Net Assets. Bond premiums and diseounts, as well
as issuanee costs, are deferred and amortized over the life of the bonds using the straight-line method.
Bond issuance costs are reported as deferred charges and amortized over the term of 1he related debt.

In the fund fiuancial statements, Governmental Fund Types reeognize bond premiums and diseounts, as
well as boud issuance eosts, during the current period. The face amount of the debt issued is reported as
other financing sources. Premiums received on debi issuances are reported as other financing sources
while discounfs on debt issuances are reported as other financing uses. Issuance eosts, whether or not
withheld from the actual debt proeeeds received, are reported as debt service expenditures.

Equity Classifications.

Government-wide Financial Siatements:

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

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

Restricted net assets - Consists of nel assets with constraints placed on the use either by external groups
sueh as creditors, grantors, contributors, or laws and regulations of other governments; 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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Fund Finaneial Statements:

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

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

Property Tax Revenues.

Numerous statutes exist under which the Board of Supervisors may levy property taxes. The selection of
authorities is made based on the objectives and responsibilities of the county. Restrictions associated with
propery 1ax levies vary with the statutory authority. The amount of iucrease 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 vear.

The Board of Supervisors, each year al a meeting in September, levies property taxes for the ensuing fiscal
year which begins on Oclober 1. Real property taxes become a lieu on January 1 of the curremt year, and
personal property 1axes become a lien on March | of the current year. Taxes on both real and persooal
property, however, are due on or before February 1 of the next suceeeding vear. Taxes cu mntor vehicles
and mobile homes become a lien and are due in the month that coincides with the month of original
purchase.

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

Intergovernmental Revenues iu Governmental Funds.

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

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 State of America require accrual of aecumulated unpaid employee benefits as long-term liabilities in
the government-wide financial statements. In fund fiuancial statements, governmental funds report the
compensated absence liability payable only if the payable has matured, for example an employee resigns or
retires.
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(2) Prior Period Adjustments.

A summary of significant fund equity adjustments is as follows:

Exhibit 2 - Statemnent of Activities

Explanation Amounl
An assel purchased in September, 2008 was added to capital assets 5

in the current year 31,905
Sece adjustments below (379,121)
Tolal prior period adjusiments b3 (347,214}

Exhibil 4 - Statement of Revennes, Expenditures an Changes in Fnnd Balances.

Explanation Amount
General Fund:
Prior year accrual Lo self-ins was not reversed last year g (281,286)
Interest income for Sep., 2008 should have been accrued last year 35,138
EMSOF grant should have been accrued in prior year {42,001y
Prior year's reversing entry was corrected for accrued revenues (7,136)
Petty cash should have been eliminated in a prior year (18,400
Beginning halance and adjusted deposit corrections 9,356
Eutries for Justice Courl eash were nol reversed prior year {112,890)
total prior period adjustments-General funds 1417,179)

Other governmenial fnds:

AQP grant lor fy'08 reeeived [y'09 {10,104)
Prior year's reversing enlry eorrection for accrued revenues 7,137
correction of beginning elaims payable (976)
EMSOF grant should have beeu acerued in prior year 42,001
tolal prior period adjustments-Other governmental funds 38,058
Tora! Prior period adjusimenis g {379,121)
3) Change in accounting pringiple.

Exhibit 2 - Statement of Activities

The County changed the method of accounting for condnit debt from one acceptable method to another. Hospital
revenue bonds are paid primarily from the hospital’s pledged rovenues, and can be reported on the face of the
financial statements, as previously reported. It can also be reported as a note disclosurc, which is the method chesen
by the County for the current year. The amount of debt outstanding at the beginning of the year was $8,182,695 and
is shown as an adjustment to net assets on Exhibit 2.
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Deposits.

The carrying amount of the county’s total deposits with financial institutions at September 30, 2009, was
$39,832,922 and the bank balance was $41,183,120. The collateral 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 protected through a collateral pool administered by the State Treasurer. Financial institutions holding deposits of
public funds must pledge securities as collateral against those deposits. In the event of failure of a financial
institution, securities pledged by that institution would be liquidated by the State Treasurer to replace the public
deposits not covered by the Federal Depository Insurance Corporation.

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

Interfund Transactions and Balances.

The following is a summary of interfund balances at September 30, 2009:

Al Due From/To Other Funds:
Receivable Fund Payable Fund Amouni
Road Maintenance fund General fund 5 142,753
General Co. 1& S fund General fund 106,548
Othcr Governmental funds General fund 66,855
Total 316,156

Amounts listed are the tax revenues ¢ollected but not settled until October, 2009. All interfund balances
are expected to be repaid within one year from the date of the financial statements.

B. Transfers In/Qut;
Transfer In Transfer Qut Amount
General fund Other governmental funds $ 500,533
Other governmental funds General fund 497,164
Total b 097,697

All transfers were for normal operations of the county. All interfund transfers were rontine and consistent
with the activilies of the fund making the transfer.
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{(6) Intergovernmental Receivables.

Intergovernmental receivables at September 30, 2009, consisted of the following:

Descriplion Amount

Governmental Aciivilies;

Legislative Lax credit h 584,396
Charpes for services-housing prisoners 307,428
Other revenues 13,620

) 905,444
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)] Capital Assets.

The following is a summary of capital assets activity for the year ended September 30, 2009:

Balance Balance
Oct 1, 2008 Additions Deletions Reclassifications Adjusimenis Sept 30, 2009

Non-depreciable capila] assels:

Land 3 822418 130,000 3 972418

Construction in progress 13,777,261 7,063,284 (8.122,604) 604 12,718 545
Tolal non-depreciable capital assels: 14,599,679 7213284 - (8,122,604) 604 13,690,963
Depreciable capiial assets

Buildings 20,924 246 26,839 6,299,512 (3) 36,250,593

Mobife equipment 7153468 988 319 (284,173) 34446 7,892,260
Orher fumiture and lixtures 2840470 173,866 {43,952) 3,070,384
Captal leases 3,228,362 876,961 {40,853} ) 4,064 486

Iinfrasiruciure 117,138,995 1,823,052 {1} 118,962,085
Tera) capital assels being depreciated 160,385,541 2,066,185 (368,958} 8,122,604 34,434 170,239,810
Less: Accumulated deprecianon for:

Ruildings 7,150,815 633,019 7,783 834
Mobile equipment 4,701,413 648,796 {250,386) 3,137 5,102,960

Other furuilure and [ixlures 2,027 812 205,076 {40,233) 2282655

Capitlal leases 1,119,428 620,629 (14,624) 1,725,433

lufrastructure 70,432,053 653,177 71,105,230
Total accumulated depreciation 85431,521 2,870,697 (305.243) - 3,137 48,000,112
Tera) depreciable capital assets, net 74,934,020 {B34,512) (63,715} 8,122,604 31,301 §2.239 698
Governmental aclivities capital assels, nel 3 89,333,099 6,408,772 (63,715) - 31905 8 93,930,661
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Adjustments were made to capital assets due to rounding and to correct an error for an assel purchased in a prior
ycar and recorded in the current ycar.

Depreciation expense was charged to the following functions:

Amount
Governmental Activities:

General government b 1,588,502
Public safety 617,551
Public works 659,827
Health and wel fare 3,834
Conservation of natural resources 983
Total governmental activities depreciation expense p 2,870,697

Commitments with respect 1o unfinished capital projects at September 30, 2009, consisted of the following:

Remaining
Financial Expected Date
Description of Commitment Commitment of Completion
Sowel! Road b 1,280,703 November 2010
Gluckstadt Road West 1o Catlett Road 2,731,367 October 2010

Claims and Judgments.
Risk Financing.

The county finances ils exposure to risk of loss related to workers' compensation for injuries to its cmploycces
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 agrcement provides
that the pool will be self-sustaining through member premiums. The retention for the pool is $1,000,000 for each
accident and completely covers statutory limits set by the Workers' Compensation Commission. Risk of loss is
remole for claims exceeding the pool's retention liability. However, the pool also has catastrophic reinsurance
coverage for statutory limits above the pool’s retention, provided by Safety National Casualty Corporation, cffective
from January L, 2009, to January 1, 2010. The pool may make an ovcrall supplemental assessment or declarc a
refund depending on the loss experience of all the entities it insures.

The county finances its exposure to risk of loss relating to employee health and accident coverage. Bepinning in
1997 and pursuant to Section 25-15-101, Miss. Code Ann. (1972}, the county cstablished a risk managcment fund to
account for and finance its uninsured risk of Yoss. The Madison County Board of Supervisors has cxtcnded covcrage
10 the employees of the Madison County Nursing Home and the Madison County Human Resource Agency.
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Under the plan, amounts payable to the risk management fund are based on actuarial estimates, Each partieipating
publie entity, including Madison County, pays the premium on a single coverage poliey for its respective employees,
Employees desiring additicenal and/or dependent coverage pay the additional premium through a payrol! deduetion.
Premium payments 1o the risk management fund are determined on an actuarial basis. The county has a minimum
uninsured risk retention for all participating entities, ineluding Madison County, to the extent that actual ¢claims
submirted exceed the predetermined premium, The eounty has implemented the following plans to minimize this
potential loss;

The county has purchased coinsurance which functions on one specific loss coverage. This coverage is
purchased from an outside commercial carricr. For the current fiscal year, the specific coverage begins
when an individual participant’s claim exeeeds $60,000.

Claims expenditures and liabilities are rcported when it is probable that a loss has occurred and the amonnt of that

loss can be reasonably cstimated. Liabilities include an amount for claims that have been incurred but not reported
(IBNRs). At Septembcr 30, 2009, the amount of these liabilities was $170,501. An analysis of claims activities is
presented below:

Current Year

Beginning of Claims and Balance

Fiscal Year Changes in Claim At Fiscal

Liability Estimates Payments Ycar End

2007 — 2008 b 364,665 1,796,489 2,057,709 103,443
2008 - 2009 b 103,445 2212473 2,145417 170,501

Capital Leascs.
As Lessot:

The county leases the following property with varying terms and options as of September 30, 2009.

Class of Property Amounlt
Land and buildings b 600,000
Total b 600,000

The futurc minimum lease receivables and the present value of the net minimum lease receivables as of
September 30, 2009, are as follows:

Year Ended September 30 Principal Interest
2010 $ 40,000 13,735
2011 40,000 11,335
2012 45,000 8,893
2013 50,000 6,150
2014 50,000 3,075
Toral 5 225,000 43,190
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As Lessee:

The county is obligated for the following capital assets acquired through capital leases as of September 30, 2009:

Governmental
Classes of Property Activities
Mobile equipment 5 3,529,659
Furniture and equipment 534.827
Toal 4,064,486
Less: Accumulated depreciation 1,725,433
Leased Property Under Capital Leases L 2.339.053

The following is a schedule by years of the total payments due as of September 30, 2009:

Governmental Activities

Year Ending September 30 Principal Interest
2010 $ 1,332,359 76,078
2011 666,173 33,982
2012 473,853 14,681
2013 229,524 3,872
Total $ 2,701,909 128,613

Long-term Debt.

Debt outstanding as of September 30, 2009, consisted of the following:

Final
Interest Maturity
Purpese Rales Amounl Date
General Obligalion Bonds:
G. 0. road and bridge bonds (Nissan), Serics 2001 5w375 % 3,040,000 Jun-26
G. O. relunding bonds, Series 2004 2.7t033 3,370,000 May-14
G. O. refunding bond projeet 4t06 9,830,000 Jun-24
G. O. refunding Road and Bridge & Relunding Bonds, Series 2006 4125103 14,900,000 May-26
G. O. Nissan refunding bonds, Series 2006 Variable 17,510,000 Sep-26
G. 0. road and bridge bonds Scrics 2007 dt05 11,220,000 May-27
G. O. road and bridge bonds Serics 2008 35ws 31,975,000 Mar-28
Courthouse projecl refunding bonds 25103.25 2,273,000 Jun-14
MS Development Bank Special Obligation refunding bonds, Series 2009 1.5t0 4.0 2,490.000 Ma.?}-’l
Total G. O. Bonds 96,610,000
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Parkway special assessmeut refunding bonds,

Series 1998

Capilal Leases:
AMR Video Wall Display
E-911 Phase 2 Upgrades
3-Yolvo Motorgraders
21-Ford Crown Viclorias
20-2008 Crown Victorias

9-2007 Mack dump irucks and 5-2007 Mack tractors

6 Volvo Garbage rucks

Total Capital Leases

Other Loans:

Capilal improvement loan

Industrial development capilal improveinent (CAP}

Industrial developmenl capilal improvemnent (CAP})

Total Other 1.oans

Total Debl Culstanding

43510 6.0

4.99
14
4.94
4.38
4.19
3.1
31

4.00
3.00
3.00

1,115,000

49,462
202,929
503,763

98,634
220792
7493068
876961

2,701,909

53,326
358,504
1,056,012
1.467,842

$ 101,894,751

Jun-12

Jul-11
Oct-11
Apr-10

May-10
Apr-11
Aug-12
Sep-13

Sep-13
Sep-10
Dec-10

Annnal debt service requirements to maturity for the following debt reported in the Statement of Net Assets are as

follows:

Governmental Activities:

General Obligation Bonds

Year Ending Septeinber 30, Principal Interest
2010 3 4.835,000% 4,200,468
2011 5,030,000 3,992 828
2012 5,250,000 3,768,082
2013 5,495,000 3,331,727
2014 5.465,000 3,279,956
2015-2019 23,570,000 13,154,233
2020-2024 29,673,000 7,304,030
2025-2029 17,250,000 1,254,237
Total L} 56,610,000% 40,485,561
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Special Assessment Bonds Other Loans
Year Endmg Scptember 30, Principal Interest Pringipal [nterest
2010 b3 355,000% 46,145 % 21513 § 43,208
2011 375,000 28,438 94,401 40,320
2012 385,000 9,625 97,372 37,339
2012 100,456 34,266
2014 102,214 31,093
2015-2M% 398,671 93,740
2020-2024 295,135 66,269
2025-2029 288,080 19,115
Tola) 3 1,115,000% 84,208 % 1467842 § 367,350

Lega] Debt Margin - The amnount of debt, excluding specific exeinpted debt that can be incurred by the county is

limited by state statute. Total outstanding debt during a year can be no greater than 15% of assessed value of the
taxable property within the county, according to the then last completed assessment for taxation. However, the
limitation is increased to 20% whenever a county issues bonds to repair or replace washed out or collapsed bridges
on the publie roads of the county. As of September 30, 2009, the aincunt of outstanding debt was equal to 7.46% of
the latest property assessments.

»  Special assessinent debr of $4,680,000 was issued on April 1, 1992, to construet a boulevard under the
provisions of Senate Bill 3036, Laws of 1989. Refunding bonds of $4,030,000 were issned on March
1, 1998, to pay off the original issue early. The bonds are secured by the full faith and credit of
Madison County. A “Special Assessment Tax” was levied against all of the benefited property
owners. The county will levy annually this special assessment tax npon all taxable property in the
benefited area of the south Madisnn County Parkway adequate and sufficient to provide for the
payment of the principal and interest on the bonds as the same fall due over a peried of 14 years. The
original bonds are cousidered defeased at September 30, 2003. The principal balance outstanding on -
the refunding issue at Septemnber 30, 2009, is $1,115,000.

Prior Year Defeasance of Debt — In prior years, the county defeased certain general obligatiou bonds by placing

the proceeds of new bonds in an irrevocable trust to provide for all future debt service payments on the old
bonds. Accordingly, the trust account assets and the liability for the defeased bonds are uot included in the
county’s financial statements. On September 30, 2009, $17,790,000 of bonds outstanding were considered
defeased.
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The following is a summary of changes in long-term liabilities and obligations for the year ended
September 30, 2009:

Beginning Ending  Due Within
Balance Additions Reductions  Adjustments Balance One Year
Governmenlal activities:
Compensated absences £ 824,498 54,094 878,592
Creneral obligation bonds 98,560,000 2,490,000 4,440,000 96,610,000 4,835,000
Limited obligation bonds 8,182,695 (8.182,693) -
Special assessment bonds 1,450,000 333,000 1,115,000 355,000
Capital leases 2,439,133 1,646,761 1,383,585 2,701,909 1,332,359
Other loans 2,848,544 1,086,085 2,466,787 1,467,842 91.513

Governmenial aetivity
Long-term liabililies $ 114,304,870 3,276,940 8,625,772 (8,182,693) 102,773,343 6,613,872

The County eliminated limited obligation bonds, or revenue bonds, which are paid by the Hospital, eleeting to
disclose that information in the hotes instead of the financial statements. Both financial statement inclusion and
disclosure of notes to the financial statements are acceptable methods of accounting for limited obligation debt paid
from revenues that are pledged by the Hospital.

The County refunded Mississippi Development Bank for a $15 million line of credit, with a balance due as of
September 30, 2008 of $2,387,946, with a MS Development Bank $2,490,000 special obligation refunding bonds,
series 2009. Issue costs incurred were $186,317 and payments to refund the debl were $2,303,683. The remnaining
balance of the old outstanding debt was paid from the General fund.

Deficit Fund Balances of Individual Funds.

Fund Deficil amount
Planning & Zoning Fund b3 {218,742)
Emergency 911 {102,723}
Garbage & Solid Waste {372,742}

These deficit fund balances are due to adjustments and/or eliminations necessary for the preparation of modified
accrual financial statements. No material deficii fund balances existed for these funds before the adjusting entries
were made.

Contingencies.

Federal Grants - The county has received federal granis for specific purposes that are subject to audit by the grantor
agencies. Entitlements to these resources are generally conditional upon compliance with the terms and conditions
of grant agreements and applicable federal regulations, including the expenditure of resourees for allowable
purposes. Any disallowance resulting from a granfor audit may become a liability of the county. No provision for
auy 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. [t is not possible at the present time to estimate ultimate outcome or liability, if any, of the couuty with
respect to the various proceedings. However, the county's legal counsel believes that uliimate liability resulting
fromn these lawsuits will not have a material adverse effect on the financial condition of the county.
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Notes to Financial Statements
For the Year Ended September 30, 2009

Hospital Revenue Bond Contingencies — The county issues revenue bonds to provide funds for construeting and
improving capital facilities of the Madison County Nursing Home. Revenue bonds are reported as a liability of the
hospital because such debt is payable primarily from the hospilal’s pledged revenues. However, the county remains
contingently liable for the retirement of these bonds because the full faith, credit and taxing power of the county is
secondarily pledged in case of default by the hospital. The principal amount of hospital revenue bonds outstanding
at September 30, 2009 is £8,000,000,

Trust Agreement Related to Lease of Property from Madison County Public Improvement Corporation.

Madison County executed trust agreements and other legal documents by and between the county, Madison County
Public Improvement Corporation (the Corporation) and financial institntions (the Trustees).

The trust agreements authorized the corporation to issue debt for the construction of various public facilities which
were leased to the county. Ownership of the projects transferred to the county upon complete retirement of the debr,
In connection with the 1994 project, the county acquired certain property which has been subleased to the City of
Madison {the City). Under the terms of the agreement, the City is required to make lease payments to the county for
20 years. The lease payments have been calculated to amortize the $600,000 purehase price over 20 years at an
average annual interest rate of 5.84%. The City has a right to purehase the leased property upon the expiration of
the lease term, or upon such earlier date as may be agreed upon, at a price nol 10 exceed the nnpaid prineipal balance
at that time. The amouni due at September 30, 2009, was $225,000. This amount has been recorded as lease
payments receivable and a corresponding amount is shown as deferred revenue-leasing transactions at

September 30, 2005.

The trust acconnts created by this agreement constitute an inseparable part of the county. Therefore, the assers,
liabilities, equity, revenues, expenditures and other finaneing sourees/uses of the trust accounts ereated by the trust
agreements are included as part of the county’s financial statements, thereby eliminating the effects of the lease
agreements for fiuancial reporting purposes.

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

Holmes Community College operates in a distriel composed of the Counties of Attala, Carroll, Choetaw, Grenada,
Holmes, Madison, Montgomery, Webster and Yazoo. The Madisnn County Board of Supervisors appoints two of
the 22 members of the college board of trustees. The county appropriated $2,258,700 for maintenance and support
of the college in fiscal year 2009,

Region 8 Mental Health - Mental Retardation Commission operates in a disiriet eomposed of the Counties of
Copiah, Madison, Rankin and Simpson. The Madison County Board of Supervisors appoinis one of the four
members of the board of eommissioners. The county appropriated $110,000 for maintenance and support of the
center in fiscal year 2009,

Central Mississippi Planning and Development District operates in a district composed of the counties of Copiah,
Hinds, Madison, Rankin, Simpson, Warren and Yazoo. The Madison County Board of Supervisors appoints three of
the 33 members of the board of directors. The county appropriated $9,600 for maintenance and support of the
district in fiscal year 2009.

The Madison County Wastewater Authority was organized under House Bill Number 1640 Local and private Laws
of the State of Mississippi, 2001, for the acquisition, construction and operation of user-funded wastewater systems,
in order to prevent and control the pollution of the waters in the county. The Madison County Board of Supervisors
appoints one of the nine members of the board of directors. The coonty made no appropriation to the Authority in
fiscal year 2009,
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MADISON COUNTY

Notes to Financial Statements
For the Year Ended September 30, 2009

Defined Benefit Pension Plan.

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

Funding Policy. PERS members are rcquired to contribnfe 7.25% of their annual covered salary, and the county is
required to contribute at an actuarially determined rate. The rate at September 30, 2009 was 12% of annual covered
payroll. The contribution requirements of PERS members are established and may be amended only by the State of
Mississippi Legislature. The county's contributions (employer share only) to PERS for the years ending September
30, 2009, 2008 and 2007 were 1,626,774, $1,503,442, and $1,354,646, respectively, equal to the required
contributions for each year.

Subsequent Events.

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

[ssue Interest Issue Type of Source of

Date Rate Amount Financing Financing

3/27/2010 2% g 83,109 CAP lpan Ad valorem tax

1/28/2010 2% 17,155 CAP loan Ad valorem fax

11/17/2009 2% 36,307 CAP loan Ad valorem tax
TOTAL L) 136,371
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MADISON COUNTY
Budgetary Comparison Schednle -
Budgel and Actual (Non-GAAP Basis)
General Fund
For the Year Ended September 30, 2009
Variance with

Actual Final Budgel
Original Final {Budgelary Posilive
Bndgel Budget Basis) {Ncgative)
REVENUELS
Property laxes £ 15,463,550 14,670,009 14,670,009 0
[Licenses, commissions and other revenue 2,202,915 2,608,822 2,608,822 0
Fines and forfeitures 1,235,000 1,077,198 1,077,198 0
Intergovernmenltal revenues 3,334,750 3,444,577 3,444,577 0
Charges for services 1,400,000 1,459,807 1,459,807 0
nterest income 465,000 387,236 387,239 0
Miscellaneous revenues 436,000 531,656 031,656 0
Total Revenues 24,537,215 24,579,308 24,579,308 0
EXPENDITURES
Current:
General governmenl 12,735,308 13,716,597 13,720,106 {3,509
Public safety 9,560,502 9,734,731 5,081,906 (227,173)
Health ani wellare 837,676 950,648 950,648 0
Cnlture and recreation 27.400 22,560 22,560 0
Edncation 600,000 852,795 892,795 0
Conscrvation of natural resources 362,000 333,213 353,213 0
Economic developmenl and assistance 9,600 9,600 9,600 1]
Debl service:

Principal 41,790 115,516 115,516 0

Interest 58,164 58.164 0

Total Expenditures 24,174,276 25,873,824 26,104,508 (230,684)

Excess of Revenues
over {under) Expenditures 362,935 (1,294,516) (1,525,200 (230,684}

OTHER FINANCING SOURCES (UUSES)

Transfers in 242,000 717,998 717,998 0

Transfers out (311,367) (311,367}

Other financing uses {535,000} {377,088) (377,088} 0
Toltal Other Finan¢ing Sources and Uses {293,000} 29,543 29.543 0
Net Change in Fund Balance 69,936 (1,264,973) (1,495,657} (230.684)
Fnnd Balances - Beginning 0
TFund Balances - Ending 5 69,935 {1,264,973) {1,495,657) (230,684)

The aceompanying notes to the Required Supplemenlary Information are an integral part of this slatement.
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MADISON COUNTY

Budgetary Comparison Schedule -
Budgel and Actual (Non-GAAP Basis)
Road Mainicnance Fund

For the Year Ended Seplember 30, 2009

Variance with

Actual Final Budget
Original Final (Budgelary Positive
Budgel Budgel Basis}) {Negalive)
REVENUES
Property taxes % 2,107,400 2,739,887 2,739,887 0
Road & Bridge Privilege 1,200,000 1,247,118 1,247,118 0
Lic., Commission & Other revenue 200 210 210 {
Intergovernmental revenues 805,000 794,336 704,356 0
Interest income 1,000 ] 0 0
Miscellaneous revenues 25.500 75,461 23,710 51,751
Tolal Revenues 4,135,100 4,857,032 4,805,281 {51,751)
EXPENDITURES
Current:
Buhlic works 3,663,268 5,009,704 5,009,704
Debt service 289,050 206,572 206,572

Total Expenditures 3,952,318 5216276 5,216,276

Excess ol Revenues
over (under) Expenditures 186,782 {359,244) {410,955) (51,751)

OTHER FINANCING SCURCES (USES)

Proeceds from loss of capital assels 12,000 51,751 51,751
Total Other Finaneing Sourees and Uses 12,060 { 51,751 51,751
Net Change in Fund Balance 198,782 (359,244) (359,244) 0
[und Balances - Beginning 0
Fnnd Balances - Ending, b3 198,782 (359,244) (359,244) 0

The aceompanying notes to the Required Suppletuentary Information are an integral parl of this stalement.
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MADISON COUNTY

Notes to the Required Supplementary Information
For the Year Ended Septeinber 3G, 2009

Budgetary Infonnation.

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

The county's budget is prepared prineipally on the cash basis of accounting. All appropriations lapse at
year end, and there are no encumbrances to budget becanse state law does not require that funds be
availablc when goods or services are ordered, only when payment is made,

Basis of Presentation.

The Budgetary Comparison Sehedule - Bndget and Actual (Non-GAAP Basis) presents the original legally
adopied budget, the final legally adopted budget, actual amounts on a bndgetary (Non-GAAP Basis) and
variances belween the final budgetl and the aetual amounts. The schedule is presented for the General Fund
and each major Special Revenue Fund. The Budgetary Comparison Schednle - Budget and Actual (Non-
GAAP Basis) is a part of required supplemental information.

Budget/GAAP Reconeiliation.

The major differences between the budgelary basis and the GA AP basis are:

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

accrual (GAAP).

The following schedule reeonciles the budgetary basis schedules to the GA AP basis financial statements
for the General Fund and each major Special Revenue Fund:

Road

General Maintenance

Fund Fund

Budget (Cash Basis) £ (1,495,657 (339,244)
Increase (Decrease)

Net adjustments for revenue accruals (1,032,078) 3,214

Net adjustments for expenditure accruals 698,696 (717,558)

Other financing sources (uses) 127,451 769,801

GAAP Basis $  (1,701,588) (303,787)
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MADISON COUNTY
Reconciliation of Operarting Costs of Selid Waste
For the Year Ended Seplember 30, 2009

Operating Expenditures, Cash Basis:
Contracl hanling
Landfill charges
Rent
Other machinery and equipmenl
Miscellaneous
Solid Wasle Cash Basis Opcerating Expenditures
Full Cost Expenses:
Indirect administrative costs

Depreciation on equipment

Solid Waste Full Cost Operating Expenses

52

2,057,589
242,006
5,700
880,045
0,36%

3,195,609

60,239
39,465

3,295,313



MADISON COUNTY
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Windham and Lacey, PLLC

Certified Public Accountants

2708 Old Brandon Road Members.
Pearl, MS 39208 American Instiruie of CPAs
{6011939-R676 Mississippi Society of CPAs

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

Members of the Board of Supervisors
Madison County, Mississippi

We have audited the finaneial statements of the governmental activities, each major fund and the aggregate
remaining fund information of Madison County, Mississippi, as of and for the year ended September 30, 2009, whieh
eollectively eomprise the eounty’s basie financial statements and have issued our report thereon dated July 20, 2010. Our
report includes an adverse opinion on the agpregate discretely presented component units due to the omission of the
discretely presented component units whieh are required by aeeounting principles generally accepted in the United States of
America 1o be reporied with the financial data of the county’s primary government unless the county also issues financial
statements for the reporting entity that include the financial data for its eomponent nnits. We condueied our audit in
aeeordanee with auditing standards generally accepted in the United States of America and the standards applieable 10
financial audits eontained In Goverament Auditing Standards, issued by the Comptroiler General of the United States.

Intermnal Control Over Financial Reporting

In planning and performing our andit, we considered Madison Connty, Mississippi's intemal control over financial
reporting as a basis for designing our audiling prucedures for the purpose of expressing our opinions on the financial
statements, but not for the pnrpose of expressing an opinion on the effectiveness of the county’s internal control over
financial reporting, Accordmgly, we do not express an opinion on the effeetiveness of the county’s intemnal control over
financial reporting,.

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

A control deficiency exists when the design or operation of a control does not allow manageiment or employees, in
the normal course of performing their assigned functions, to prevent or detect nisstatements on a timely basis. A significant
deficiency is a control deficiency, or combination of control deficiencies, that adversely affects the county’s ability to mitiate,
authovize, record, process, or report financial data reliably in accordance with generally accepted accounting principles such
that there is more than a remote likelihood that a misstatement of the county’s financial statements that is more than
inconsequential will not be prevented or detected by the county’s internal control. We consider the deficiencies described in
the accompanying Schedule of Findings and Responses as 09-1 and 09-2 1o be significant deficiencies in internal control over
financial reporting.
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A material weakness is a significant deficiency, or combination of significant deficiencies, thal results in more than
a remote likelihood that a material misstatement of the financial statements will not be prevented or detected by the county’s
internal control.

Our consideration of the internal control over financial reporting was for the limited purpose described in the first
paragraph of this section and would not necessarily identify all deficieneies in internal control that might be significant
deficiencies and, accordingly, would not necessarily disclose all significant deficiencies that are also eonsidered to be
material weaknesses. However, of the significant deficiencies described above, we consider item 09-1 to be a material
weakness,

Compliance and Other Matters

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

However, we noted certain matters that we reported to the management of Madisen County, Mississippi, in the
Limited Internal Control and Compliance Review Management Report dated July 20, 2010, included within this document,

Madison County’s responses to the findings identified in our audit are described in the accompanying
Schedule of Findings and Responses. We did not audit Madison County’s responscs and, accordingly we express no
opinion on them.

This report is intended solely for the infonnatinn and use of management, the Board of Supervisors, others within

this entity, and is nol intended to be and should not be used by anyonc other than these specified parties. However, this
report is a matter of public reeord and its distribution is not limited.

Wdbam gud ng;qa.a, PLLL

Windham and Lacey, PLLC
July 20, 2010
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Windham and Lacey, PLLC

Certified Public Accountants

2704 Old Brandon Road Members
Pearl, M5 39208 American Inslitute of CPAs
(601)939-8676 Mississippi Suciely of CPAs

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

Members of the Board of Supervisors
Madison County, Mississippi

We have made a study and evaluation of the central purchasing system and inventory control system of Madison
County, Mississippi, as of and for the year ended September 30, 2009. Our study and evaluation incinded tests of compliance
of the Purchase Clerk and Inventory Control Clerk records and sueh other auditing proeedures as we considered necessary in
the circumstances.

The Board of Supervisors of Madison County, Mississippi, is responsible for establishing and maintaining a central
purehasing systein and inventory control system in accordance with Seetions 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
Seclion 31-7-13, Miss. Code Ann. {1972). The Board of Supervisors of Madison County, Mississippi, has established
centralized purchasing for all funds of the county and has established an inventory control sysiem. The objective of the
central purchasing system is to provide reasonablc, but not absolutc, assurance thai purchases are executed in accordance
with srate law.

Becausc of inherent limitations in any central purchasing system and inventory eontrol system, errors or
irregularities may occur and nol be detected. Also, projection of any evaluation of the system to future periods is subject to
the risk that proeedurcs may become inadequate because of changes in conditions or that the degree of compliance with the
procedures may deterioratc.

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

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

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

County, Mississippi, and is not intended 1o be and should not be relied upon for any other pnrpose. However, this report is a
matter of pnblic record and its distribution is not limited.

WNunddyam, and Lafacua' Pl

Windham and Lacey, PLLC
July 20, 2010
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MADISON COUNTY

Schedule of Purchases Not Made From the Lowest Bidder
For the Year Ended Sepiember 30, 2009

Schedule |

Reason
Item Bid for Accepling
Dale Purchased Accepted Yendor Other Than the Lowest Bid
4/6/2009  Six parbage rucks  § 876,961 O1d River Yolvo/Jackson Low bidder did not meel specifications
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MADISON COUNTY Schedule 2
Schedule of Emergency Purchases
For the Year Ended September 30, 2009

Item Amount Reason for
Date Purchased Paid Vendor Lmergency Purchuse
4/4/2009 36 tons of asphalt § 1580 APAC MS, Inc. Repair dangerons hridge

58



MADISON COUNTY Schedule 3
Schedule of Pnrchases Made Noncompetitively From a Sole Source
For the Year Ended September 30, 2009

[tem Amount
Date Purchased Paid Vendor
10/7/2008 VPN software 5 9,219 Netmotion Division of ATT
13/10/2008 NCIC software 311,481 DCS
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Windham and Lacey, PLLC

Certified Public Accountants

2708 OId Brandon Road Members
Pearl, MS 35208 American Institute of CPAs
{601)939-8676 Mississippi Sociely of CPAs

LIMITED INTERNAL CONTROL AND COMPLIANCE REVIEW MANAGEMENT REPORT

Members of the Board of Supervisors
Madison County, Mississippi

In planning and performing our audit of the financial statements of Madison County, Mississippi for the year ended
September 30, 2009, we considered Madison County, Mississippi’s internal control to determine our auditing procedures for
the purpose of expressing our opinions on the financial statements and not to provide assurance on internal control.

In addition, for areas not considered material to Madison County, Mississippi’s financial reporting, we have
performed some additional limited internal control and state legal comnpliance review procedures as identified in the state
legal compliance audit program issued by the Office of the Siate Auditor. Our procedures were substantially less in scope
than an audit, the objective of which is the exprcssion of an opinion on the county’s compliance with these requirements.
Accordingly, we do not express such an opinion. This report does not affect our report dated July 20, 2010, on the financial
statements of Madison County, Mississippi.

Due to the reduced scope, these review procedurcs and compliance test cannot and do not provide absolute
assurance that all state Icgal requirements have been complied with, Also, our consideration of internal control would not
necessarily disclose all matters within the internal control that might be weaknesses. In accordance with Section 7-7-211,
Miss. Code Ann. (1972), the Office of the Statc Auditor, when deemcd necessary, may conduct additional procedures and
tests of transactions for this or other fiscal ycars to ensure compliance with legal requircinents,

The results of our review proccdures and compliance tests identified certain immaterial instances of noncompliance
with state laws and regulations that are opportunities for strengthening intcrmal controls and opcrating efficiency. Our

findings, rccommendations, and your responses are discussed below:

Board of Supervisors

1. Finding

Section 19-11-17, Miss. Code Ann. (1972), states “no expenditures shall be made, or liabilities incurred, or warrants
issucd, in excess of the budget estimates thus made and approved by the board of supervisors...” The final
approved budget for the General Fund did not include certain payroll expenditures that were posted after the final
budget report was printed, and resulted in actual expenditures exceeding the final approved budget. The amount
spent over the final approved budget was $230,684.

Recommendation
The Board of Supcrvisors should approved the final budget after all expenditures for the year are posted.

Response

The amount spent over the budget ($230,684) represents the amount of a biweekly payroll paid on Cctober 2, 2009,
The bank requires on dircct depusit transactions that the file be sent to the bank two days prior tu the pay date which
in this casc was September 30, 2009. Althongh no funds were relcased before October 1, the direct deposit function
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requires that net pay be posted to the system at the time the file is generated. At the time of the posting, funds were
available te support the payroll and budgeted funds were available in the 20110 fiscal year budget for which this
payrol] was intended.
Tax Assessor
2 Finding

Section 27-1-1, Miss. Cade Ann. {1972), requires the Tax Assessor to have a surety bond in the amount of $50,000.
The surety bond for the Tax Assessor expired on 1/5/09, and was not renewed.

Recommendation

The Tax Assessor should have a surety bond for $50,000, as required by law.

Response

This has been resolved by obtaining a renewed bond. | was not aware it had expired. I thoughs the bonds were for
the tcrm in office for four years as has been the case in recent years,

Madison County’s responses to the findings included in this report were not audited, and accordingly. we
exprcss no opinion on them.

This repor is intended solely for the information and use of management and is not intended to be and should not
be used hy anyone other than this party. However, this rcport is a matter of public record and its distribution is not limited.

Wamdbam_ aud "gfaa;a' PLLl

Windham and Lacey, PLLC
July 20, 2010
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MADISON COUNTY

SCHEDULE OF FINDINGS AND RESPONSES
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MADISON COUNTY

Schedule of Findings and Responses
For the Year Ended September 30, 2009

Section 1 Summary of Auditor’s Results

Financial Statements:
1. Type of auditor’s report issued on the financial statements:
Governmental Activities Unqualified
General Fund Unqualified
Road Maintenance Fund Unqualified
General County I & S Fund Unqualified
Road and Bridge Capital Project Fund Unqualified
Reunion Parkway Interchange Fund Unqualified
Aggregate remaining fund information Unqualified
Apgpregate discrelely presented component unils Adverse
2, Internal control over financial reporting:
a, Matenal weakness identified? Yes
b. Significani deficiency identified that is not considered to
be a matenial weakness? Yes
3. Noncompliance matenal 1o the financial statements? No

Section 2: Financial Statement Findings

Board of Supervisors

Significant Deficiency — Material Weakness

09-1.

Finding

Accounting principles generally accepled in the Uniled States of America require the financial data for the
county’s componenl unils 1o be reporied with the financial data of the county’s primary government unless
the county alse issues financial statemnents for the financial reporting entity that include the financial data
for i1s component unils. As reported in the prior year audit report, the financial statements do not inelude
the financial data for the county’s legally separate component units. The failure to properly follow
generally accepted accounting principles resulted in an adverse opinion on the discretely presented
component unils.

Recommendation

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

Board of Supervisors’ Response

Madison County made a conscious decision o exclude the discrete presentation of the county’s component units in
ils financial statements because the cost and effort of this reporting requirement outweigh the benefil to Madison
County. We intend 1o review this GAAP reporting requirement annually to determine if the benefit to Madison
County gives rise 10 presenting componeni units in the financial statements.
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MADISON COUNTY

Schedule of Findings and Responses
For the Year Ended September 30, 2009

Cireuit Clerk
Significant Deficiency — Material Weakness

09-2.  Finding

The Circuit Clerk's reconciled bank balances did not agree with the criminal and civil journals' balances, for some
bank accounts. Failure to properly reconcile accounts could result in loss or misappropriation of public funds.

Recommendation

The Circuit Clerk shonld properly reconeile all accounts to the bank stalemnents monthly, investigate and
identify differences, and settle unidentified funds to the County.

Circuit Clerk’s Response

The journal balances did no1 agree with the bank balances when 1 took offiee. Ihave identified funds which have
been previously placed into the court's regisiry and plan to settle most of those funds to the county in the upcoming
year. New bank accounts which were opened in an effort to properly reeoneile agree with the bank balances.
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