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INDEPENDENT AUDITOR'S REPORT

Members of the Board of Supervisors
Forrest County, Mississippi

Post Office Box 951

Hattiesburg, Mississippi 39403

We have audited the accompanying financial statements of the governmental activities, each maijor fund,
and the aggregate remaining fund information of Forrest County, Mississippi, as of and for the year ended
September 30, 2010, which collectively comprise the County’s basic financial statements as listed in the table of
contents. These financial statements are the responsibility of the County's management. Qur respansibility is to
express opinions on these financial statements based on our audit.

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

As discussed in Note {1} to the financial statements, the County has not adequaiely maintained subsidiary
records documenting the existence, completeness, and valuation of capital assets, and, accordingly, has not
recorded the appropriate depreciation expense cn those assets. Accounting principles generally accepted in the
United States of America require that adeguate subsidiary records be maintained to document the existence,
completeness, and valuation of capital assets including the County's infrastructure and also that depreciation on
capital assets, including infrastructure, be adeguately documented. The amount by which this departure would affect

ihe assets and expenses of the governmental activities is not reasonably determinable.



Members of the Board of Supervisors
Forrest County, Mississippi
Haitiesburg, Mississippi 39403

The financial statements do not include financial data for the County's legally separate component units.
Accounting principles generally accepted in the United States of America require the financial data for those
companent 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 arnount by which this departure would
affect the assets, liabilities, net assels, 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 statements referred to above do not present fairly, in conformity with accounting principles generally
accepted in the United States of America, the financial position of the aggregate discretely presented component
units of Forrest County, Mississipgi, as of September 30, 2010, or the changes in financial position thereof for the
year then ended.

In our opinion, except for the effects of the matters discussed in the third paragraph, the financial statements
referred to above present fairly, in all material respects, the respective financial position of the governmental activities
for the primary government of Forrest County, Mississippi, as of September 30, 2010, and the respective changes in
financial position thereof for the year then ended in conformity with accounting principles generally accepied in the
United States of America.

In addition, in our opinion, the financial statements referred to above present fairly, in all material respects,
the respective financial posilion of each major fund and the aggregate remaining fund information for the primary
government of Forrest County, Mississippi, as of September 30, 2010, and the respective changes in financial
position, thereof for the year then ended in conformity with accounting principles generally accepted in the United
States of America.

In accordance with Government Auditing Standards, we have also issued our report dated June 13, 2011,
on our consideration of Forrest County, Mississippi's internal control over financial reporting and our tests of its
compliance with certain provisions of laws, regulations, contracls and grant agreements and other matlers. The
purpose of thal report is to describe the scope of our testing of internal control over financial reporting and
compliance and ihe results of that testing, and not to provide an opinion on the internal centrol over financial
reporting or on compliance. That report is an integral part of an audit performed in accordance with Governmen!

Auditing Standards and should be considered in assessing the results of our audit.



Members of the Board of Supervisors
Forrest County, Mississippi
Hatliesburg, Mississippi 39403

Accounting principles generally accepted in the United States of America require that the management's
discussion and analysis and budgetary comparison information on pages 4 through 9 and 39 through 44 be
presented to supplement the basic financial statements. Such information, although not a part of the basic financial
statements, is required by the Governmental Accounting Standards Board, who considers it i be an essential part of
financial reporting for placing the basic financial statements in an appropriate operational, economic, or historical
context. We have applied certain limited procedures to the required supplementary information in accordance with
auditing standards generally accepted in the United States of America, which consisted of inquiries of management
about the methods of preparing the information and comparing the infermation for consistency with management's
responses to our inquiries, the basic financial statements, and other knowledge we obtained during our audit of the
basic financial statements. We do not express an opinion or provide any assurance on the information hecause the
limited procedures do not provide us with sufficient evidence to express an opinion or provide any assurance.

Our audit was conducted for ihe purpose of forming opinions on the financial statemants that collectively
comprise Forrest County, Mississippi's financial statements as a whole. The accompanying schedule of
expenditures of federal awards is presented for purposes of additional analysis as required hy U. S. Office of
Management and Budget Circular A-133, Audits of States, Local Governments and Non-Profit Organizations, and is
not a required pant of the financial statements. Such information is the responsibility of management and was
derived from and relales direclly to the underlying accounting and other records used to prepare the financial
statements  The information has been subjected to the audiling procedures applied in the audit of the financial
statements and cerlain additional procedures, including comparing and reconciling such information directly to the
underlying accounting and other records used to prepare the basic financial statements or o the financial statements
themselves, and other additional procedures in accordance wilh audiling standards generally accepted in the United
States of America. In our cpinion, the information is fairly stated, in ali material respects, in refation to the financial

statements laken as a whole.

/sédfuum) v Lompongy, /L L

Hattiesburg, Mississippi
June 13, 2011



FORREST COUNTY, MISSISSIPPI
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEARED ENDED SEPTEMBER 30, 2010

INTRODUCTION

This discussion and analysis of Forrest County's financial performance provides an overall narrative
review of the County’s financial activities for the year ended September 30, 2010. The intent of this
discussion and analysis is to look at the County’s performance as a whole; readers should also review
the noles to the basic financial statements and the financial statements to enhance their understanding of
the County's financial performance.

This discussion and analysis is an element of the required supplementary information specified in the
Governmenial Accounting Standards Board’s (GASB) Statement No. 34 - Basic Financial Statements and
Management’s Discussion and Analysis for State and Local Governments issued June 1999,

Forrest County is located in the southern portion of the State of Mississippi approximately 85 miles south
of Jackson, Mississippi, the State Capital. The population, according to the 2010 census, is 74,934, The
local economic base is driven by diverse trade and service developments and a regional healthcare
center of southeast Mississippi. Forrest County is also home to Camp Shelby, which serves as a
National Guard training facility. The University of Southern Mississippi’'s presence within Forrest County
also provides a large degree of economic siability to the County.

FINANCIAL HIGHLIGHTS

Forrest County is financially stable. The County has committed itself to financial management by using
sound financiat planning, budgeting and internal controls. The County is committed to maintaining sound
fiscal management to meel the challenges of the future.

Key financial highlights for 2010 were as follows:

« Tolal net assets for 2010, $85,704,521 decreased 31,447,800, or 1.66 % from 2009,
$87.152.321.

s Total assets of governmental activities for 2010, $148,116,229 decreased by $2.461,161 or
1.63% from 2009, $150,577,390.

= Total liabilities for 2010, $62,411,708 decreased $1,013,361 or 1.60 % from 2009, $63,425,069.

= In total, equity in cash and cash equivalents for 2010, $51,423,882 decreased $6,306,718 or
10.92 % from 2008, $57,730,600.

+ Total assessed valuation for 2010 tax year increased 7.7 million from the 2009 tax year. This
increase indicates that our County continues to have a heallly increase in new growth.

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis 1s intended to serve as an introduction to the County's basic financial
statements. The County’s basic financial statements comprise three components: 1) Government-wide
financial stalements, 2) Fund financial statements and 3} Notes to the basis financial statements.
Required Supplementary information is included in addition to the basic financial statements.

Government-Wide Financial Statements - The government-wide financial statements are designed to
provide readers with a broad overview of the County’s finances in a manner similar to private-seclor
businesses.



-5

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

The statement of activities presents information showing how net assets changed during the most recent
fiscal year. All changes in net assets are reported as soon as the underiying event giving rise to the
change occurs, regardless of the timing of the related cash flows. Thus, revenues and expenses are
reporied 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 taxes and intergovernmental revenues (governmental activities) from other
functions that are intended to recover all or part of their cosis through user 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, culiure and recreation, education, conservation of
natural resources, economic development and assistance, and interest on long-term debt.

Component units are not included in our basic financial statements.

Fund Financial Statements - A fund is a grouping of related accounts that is used to maintain control
over resources that have been segregated for specific activilies or objectives. The County uses fund
accounting to ensure and demonstrate finance-related legal comgpliance. All of the funds of the County
can be divided into two categeories: governmental funds and fiduciary funds.

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

Because the focus of governmental funds is narrower than that of the government-wide financial
statements, it is useful to compare the information presented for goveramental funds with similar
information presented for governmental activities in the government-wide financial statements. By doing
so, readers may better understand the long-term impact of the government's near term financial
decisions. The Governmental Funds Balance Sheet and the Governmental Funds Statement of
Revenues, Expenditures, and Changes in Fund Balances both provide a reconciliation to facilitale this
comparison between governmental funds and governmental activities. The County maintains individual
governmental funds in accordance with the Mississippi County Financial Accounting Manual issued by
the Mississippi Office of the Stale Auditor.

Fiduciary funds are used to account for resources held for the benefit of parties outside the County
government. These funds account for various taxes, deposits, and other menies collected or hetd by the
County in which the County acts in the capacity of an agent for distribution to other governmental units or
designated beneficiaries.

The County adopts an annual operating budget for all governmental funds. A budgetary comparison
statement has been provided for the General Fund and each additional major fund.

GOVERNMENT-WIDE FINANCIAL ANALYSIS

Net Assets - Net assets may serve over time as a useful indicator of the County’s financial position. In
the case of Forrest County, assets exceeded liabilities by $85,704,521 as of September 30, 2010.
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The largest portion of the County’s net assets (41.44%) reflects its investment in capital assets {e.g.,
roads, bridges, land, buildings, mobile equipment, furniture and 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 to provide services to its citizens.

The County’s financial pasition is a preduct of several financial transactions including the net results of
activities, the acquisition and payment of debt, the acquisition and disposal of capital assels, and the
depreciaticn of capital assets.

The following table presents a summary of the County’s net assets at September 30, 2010, as compared
to September 30, 2009.

Table 1
Net Assets
Total
Governmental Activities Percentage
2010 2009 Change
ASSETS
Current and olher assets $ 78,260,332 $ 83,784,940 -6.58%
Capital assets, net 69,855,897 66,792,450 4.59%
Total assets 148,116,229 150,577,390 -1.63%
LIABILITIES AND DEFERRED REVENUE
Long-term liabilities, outstanding 35,658,563 38,170,786 -6.58%
Deferred revenues and other fiabilities 26,753,145 25,254 283 5.94%
Total liabilities and deferred revenue 62,411,708 63,425,069 -1.60%
NET ASSETS
Invested in capital assets, net of related debt 35,515,879 30,358,356 16.99%
Restricied 26,222,139 34,094,672 -23.09%
Unrestricted 23,966,403 22,669,283 5.58%
Total net assets $ 85,704,521 % 87,152,321 -1.66%

The following are significant current year transactions that have had an impact on the Statement of Net
Assets. The County received $928,614 less in general revenues (excluding revenues from taxes)
accounting for most of the reduction in net assets for the fiscal year ending September 30, 2010,

Changes in Net Assets - Forrest Couniy's total program and general revenues for the fiscal year ended
September 30, 2010 was $36,785,422. The total cost of all services provided was $38,112,048. The
decrease in net assets was $1,326,626. The following table presents a summary of the changes in net
assets for the fiscal year ended September 30, 2010, as compared to the fiscal year ended September
30, 2009.



Table 2

Changes in Net Assets

REVENUES
Program revenues:
Charges for services
Operating grants and contributions
Capital grants and contributions

Total program revenues

General revenues:
Property taxes
Other taxes
Grants and contributions not restricted to
specific programs
Otber general revenues

Total general revenues
Total revenues

PROGRAM EXPENSES
General government
Public safety
Public services
Health/Welfare/Education
Economic developmenl
Culiure and recreation
Conservation natural resources
Interest and fiscal charges

Tofal program expenses
Decrease in net assels
Net Assets - Beginning
Prior period adjustment

Net Assets - Beginning, as restated

Net Assets - Ending

Total

Governmental Activities Percentage

2010 2009 Change
$ 4,126897 $ 3,888,306 6.14%
4,814,552 2,764,626 74.15%
1,387,854 629,371 120.51%
10,329,303 7,282,303 41.84%
22,872,710 21,763,819 5.10%
805,151 736,379 9.34%
1,094,116 1,773,083 -38.29%
1,684,142 1,933,789 -12.91%
26,456,119 26,207,070 0.95%
36,785,422 33,489,373 9.84%
10,437,825 11,508,565 -9.30%
18,168,130 12,126,386 49.82%
4,518,164 10,766,549 -58.04%
1,037,184 937,493 10 83%
327,706 192,824 69.95%
1,914,696 2,114,143 -9.43%
291,380 191,604 52.07%
1,416,963 953,568 48.60%
38,112,048 38,791,112 -1.75%
{1,326,626) (5,301,739) -74.98%
87,152,321 92,484,559 -5.77%
(121,174) (30,499) 297.30%
87,031,147 92,454,060 -5.87%
85,704,521 § 87,152,321 -1.66%



-8-

WHERE THE COUNTY GETS ITS REVENUE

Revenue

B Amt necessary to be raised by taxes

B Charges for services

B Operating grants and contributions

W Capital grants and contributions

® Grants and contributions

® Unrestricted investment income

w Miscellaneous

¢

FINANCIAL ANALYSIS OF THE COUNTY’S FUNDS

At the close of the fiscal year, Forrest County's governmental funds reported & combined fund balance of
$49 408,659, a decrease of $7,290,937 from the close of the prior year. The primary reason for this
decrease was in the Public Improvement Proceeds Fund 302 (jail facility construction funds).

The General Fund is the principal operating fund of the County. The net increase in the fund balance of
the General Fund for the fiscal year was $632,741 after the recognition of the prior period adjustment of
$(121,174).

BUDGETARY HIGHLIGHTS OF MAJOR FUNDS

Qver the course of the year, Forrest County revised its annual operating budget on several occasions.
For the most part, these revisions were due to capital projects and/or awarded grant changes.

A schedule showing the original and final budget amounts compared to the County’s financial activity for
the General Fund and other major funds is provided in this report as required supplemental information.

CAPITAL ASSETS AND DEBT ADMINISTRATION

Capital Assets - As of September 30, 2010, Forrest County’s total capital assets was $132,207 481.
This includes roads, bridges, other infrastructure, land, buildings, mobile eguipment, and furniture and
equipment.

Total accumulated depreciation as of September 30, 2010, was $62,351,5684, including $7,184,051 of
depreciation expense for the year. The balance in total net capital assets was $69,855,897 at year-end.
The following table provides an overview of the County's capital assets net of accumulated depreciation
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Table 3
Capital Assets (Net of Depreciation)

Total
Percentage
2010 2009 Change

Land and construction in progress $ 10,221,117 $ 2,103,678 385.87%
Buildings and improvements 25,769,000 26,405,162 -2.41%
Infrastructure 28,002,147 33,290,064 ~15.88%
Machinery and equipment 5,863,633 4,893,546 17.42%
Total $ 69,855,897 $ 66,792,450 4.59%

Debt Administration - At September 30, 2010, Forrest County has $35,658,563 in long-term debi
outstanding. This includes general obligation bonds and other loans. Of this debt $2,298 254 is due
within one year.

The Siale of Mississippi limits the amount of debt a County can issue to generally 15.00% of iotal
assessed value of property. The County's ouistanding debt as of September 30, 2010 was equal to
5.31% of the latest property assessments.

The following is & summary of the total outstanding long-term debt obligations of the County.

Table 4
QOutstanding Bonds, Notes and Long-Term Obligations at Year End

Total
Percentage
2010 2009 Change
General obhigation bonds $ 343901804 § 36,388,173 -5.49%
Limited obligation bonds - 355,000 -100.00%
Other loans 745,004 981,282 -24.08%
Compensated absenses 521,665 448,331 16.88%
Total bonded debt and compensated

ahsences $ 35658563 $& 38,170,786 -6.58%

CONTACTING THE COUNTY’'S FINANCIAL MANAGEMENT

This financial report is designed to provide our citizens, taxpayers, customers, and investors and creditors
with a general overview of the County's finances and 1o demonstrate the County’s accountability for the
funds it recewved. If you have questions about this report or need additional financial information, please
contact the Forrest County Chancery Clerk at Post Office Box 951, Hattiesburg, MS 32403-0951.
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EXHIBIT 1
FORREST COUNTY, MISSISSIPPI

STATEMENT OF NET ASSETS
SEPTEMBER 30, 2010

ASSETS
Cash and cash equivalents
Property tax receivable
Fines receivable, net of allowance for uncollectibles of $4,485,469
Deferred charges - issuance cosis
Intergovernmental receivables
Other receivables
Capital assets, net
Total assets

LIABILITIES
Claims payable
Intergovernmental payahbles
Accrued interest payable
Deferred revenue
Other payables
Long-term liabilities:

Due within one year:
Capilal debt
Non-capital debt

Due in more than one year:
Capital debt
Non-capital debt

Total liabilities

NET ASSETS
Invested in capital assets, net of retated debt
Resiricted:
Expendable:

General government
Debt service
Public safety
Public works
Culture and recreation
Conservation of natural resources
Unemployment compensation
Capital projects

Unrestricted

Total net assets

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

Governmental
Activities

51,423,882
23,016,084
1,669,631
597,549
1,632,514
30,672
69,855,897

3

148,116,229

2,002,624
1,241,704
159,652
23,016,084
333,081

1,930,000
368,254

32,409,918
950,391

62,411,708

35,515,979

117,593
2,196,000
1,736,309
9,165 481

362,120

163,181

113,703

12,337,752
23,966,403

85,704,521
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EXHIBIT 3-1

FORREST COUNTY, MISSISSIPPI

RECONCILIATION OF GOVERNMENTAL FUNDS BALANCE SHEET
TO THE STATEMENT OF NET ASSETS
SEPTEMBER 30, 2010

Total fund balance - governmental funds (Exhibit 3}

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

Capital assets are used in governmental aclivilies and are
not financial resources and, therefore, are not reported in the

funds, net of accumulated depreciation of $62,351,584.

Other long-term assets 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
pericd and, therefore are not reported in the funds.

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

Deferred charges - issuance costs

Total net assels - governmental activities (Exhibit 1)

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

Amount

$ 49,409,659

69,855,897

1,659,631

(35,658,563)

(159,652)

597,549

$ 85704521




waw:e)s siy Jo ed iBa1u e BI8 SIUAWIIE)S [B1ouBU) S 0F SI)0U DY)

GSO'60F B $ 8ZL'7L0'6 3 CIG'622TL % ZBR'BLI0S 3 998°220°C2 3 INIGNT - SIONVIYE QNS
TZr'626'95 LLE'eLF B 25£'859°6) 205996’ 1S6'E4E'CC JILVLISIY SV 'ONINNIDIE - STONYIVE ONNS
(r21712V) - (piLLZL) sjualysnlpy pousy Joud
965'004'98 LI1B'BLF'E Z5E'858°6) 0C'306' SZL'see 2T ONINNIDTF - STONVIVYE ONiL
(£92'681'2) (£8+'00F) (6448294} RS LLL SLE'ESs $90UB|Eq pUny U1 $aBURYD 19
2y8'80% EHE'65P L - S2O'0LL (1827021} (svsn) saounos Bumuew JBLYOo (210
see'ige’y) {ovo'og) - - ($8%'10Z°1) 10 slsjsuBs
SE5'LEETL 6P LOT'L - - or0'act u} suajsuer]
{razasl) - - - (rgeias1) SasN 18YI0
£00'62 £L£'69 - gac'L 692’8 syasse |endes jo ssoj 1oy vonesusdwod
LA L SLL'GoL - 0zL'6gL 68L'EL S)1assEe |ENdED JO B[BS WY} SN530.d
000°094 000'091 - - - panss 1gap [endea wie-Buon
(S38N) STOUNOS ONIONYNIH HIHLO
(0L9'625'2) 192r'908'L) {622'g29'L) (10165} 969’161 saun)puadx2 (JBpun) 1280 SBNUIASS JO $S50X]
09L'LST vy SEZ'EOL'S GB/€26') 808'699°C ZLP'BSEEZ soinypuadxa o).
102°28¥'L 9ES'ZSY L - - A 1Sau|
QLZOVL'E £69°222°2 - - 188°21% jedioun
‘801AaG 1990
902'22Z¢ - - - 9024228 SAURISISSE pue JUALHGPASD JIUOU0DT
S08'048 55°9CL - - LIB'EEL SSOINDSI! [ZINNEU O UONEABSUOD)
0050t - . - 005°0L uoneanpy
LSZPEBL 696'6L2°1 - - 82’ vSo ucnes/a) pue 2NN
950°Z10'L - - - aAs0ZLO'L aleyam pue yjesH
Z62't08'9 SEIEBL - 808'G99'S BRY'EPE S340m DlIgng
v04' 16881 OrQ'pLE L G62°CT6'L - BIB'ESSE Asgpes oiang
£02'81L80L veS'Erg - - £59'v/5'6 JuawL@A05 |BiSUSS
uBAND
SIUNLONIDXT
052714968 658'9£2°9 910’562 204'909'S SAL'EES FE SanusAds B0 |
8LL'FIR 648'CSY - +95"0F 9£0'51¢ SanuUaAe! SNOAUEYPISIY
Z69'986 219'gaL ANO'SEE 6566 860°6CF aLLLOU) 1SaIB|
902'vPS) - - - 904 '¥¥6L $80iA19% 4oy sabieyD
996'915'2 Zri'8Es’L - LSP'BEL'L CLL'858' sanuaad) [EluawuissoBbia|
vEL'808 10L'001 - - L0804 SOINIALI0) PUE SBLN 4
ZL9TZC t'9Z - - 9zg'98Z L ANUOABI JBUI0 PUE SUCISSILULLIOD 'SASUSINT
LS1'g08 - - 2907264 6280°C1 saxer afiapaud a8puq pue peoy
0L2'eie'ee $ SLV'RS6'E 3 - $ LL9'056'2 & FI5'Ce6'S1 3 saxe) ANadoly

SINNIATY

SpuUng [EU2LUIEADD
e,

Spung [BJUILLIUIZADS
18930

pund geoz 'spasvc.d
uawaaoadwy 2)1gng

pundy aaveLILIEN
abpug pus peoy

pung [g1auag

spund Jolepy

0L0Z ‘0f WIAWILJTIS JIANT HvIA

SANN TVLINIWNAIADD
SADNYTIVYE AN M SIONVHD ONY SFHNLIANILXT 'SINNIATH 40 INIWILYLS

¥ LIGIRX3

-y -

IdJISSISSIN ‘ALNNOD 1S3IHHOS



-15 -
EXHIBIT 4-1

FORREST COUNTY, MISSISSIPPI

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES AND CHANGES
IN FUND BALANCES OF GOVERNMENTAL FUNDS TOC THE STATEMENT OF ACTIVITIES

YEAR ENDED SEPTEMBER 30, 2010

Net changes in fund balances - governmental funds (Exhibit 4}

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

Governmental funds report capital oullays as expenditures. However, in the
Statement of Activities, the cost of those assets is allocated over their estimated
useful lives and reported as depreciation expense. Thus, the change in nei
assets differs from the change in fund balances by the amount that capital
outlays ($10,636,445) exceeded depreciation of ($7,184,051) in the current
period

In the Statemeni of Actities, only gains and losses from the sale of capital
assets are reported, whereas in the governmental funds, proceeds from the sale
of capital asseis increase financial resources. Thus, the change in net assels
differs from the change in fund balances by the amount of the net loss ($41,323)
and the proceeds from the sale of $347,624 in the current period.

Fine revenue recognized on the modified accrual basis in the funds during the
currenl year 18 reduced because prior year recognition would have been required
on the Statement of Activities using the full-accrual basis of accounting.

Debt proceeds provide current financial resources to governmental funds, but
issuing debt increases long-term liabilites in the Statement of Net Assets.
Repayment of debt principal is an expenditure in the governmental funds, but the
repayment reduces long-term liabilities in the Statement of Net Assets. Thus, the
change n net assets differs from the change in fund balances by the amount that
debt repayments of $2,740,278 exceeded debi proceeds of $160,000.

Amount

$

{7,169,763)

3,452,394

(388,947)

252,772

2,580,278
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EXHIBIT 4-1
PAGE TWO

FORREST COUNTY, MISSISSIPPI

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES AND CHANGES
iIN FUND BALANCES OF GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES

YEAR ENDED SEPTEMBER 30, 2010

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

The amount of (increase) decrease in:
Compensated absences
Accrued interest payable
Deferred charge - issuance cost
Premium on refunding bond
Unamortized charge - refunding bond

Change in net assets of governmental aclivities (Exhibit 2)

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

Amount

(75,334)
51,147

(36,452)
14,651
(7,372)

(1,326,6286)
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EXHIBIT
FORREST COUNTY, MISSISSIPPI

STATEMENT OF FIDUCIARY ASSETS AND LIABILITIES
SEPTEMBER 30, 2010

Agency Funds

ASSETS
Cash and cash equivaients $ 385,039
Due from other funds 11,808
Tolal assets 3 396,847
LIABILITIES
Amounts held in custody for others $ 116,032
Other liabilities 268,501
Intergovernmental payables 12,314
Total liabilities $ 396,847

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



NOTES TO FINANCIAL STATEMENTS
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FORREST COUNTY, MISSISSIPPI

NOTES TO FINANCIAL STATEMENTS
YEAR ENDED SEPTEMBER 30, 2010

NOTE 1- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A. Financial Reporting Entity - Forrest County is a political subdivision of the State of Mississippi.
The County is governed by an elected five-member Board of Supervisors. Accounting principles generally
accepted in the United States of America require Forrest County 10 present these financial statements on
the primary government and its component units which have significant operational or financial relationships
with the County.

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

¢ [orrest General Hospital

s« Rawls Springs Volunieer Fire Department
s+ Macedonia Fire Protection District

s North Forresl Fire Protection District

= Forrest County Agricultural High School

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

» Board of Supervisors
» Chancery Clerk

¢ Circuit Clerk

s Justice Court Clerk

+ Purchase Clerk

« Tax Assessor

s Tax Collector

e Sheriff

B. individual Component Unit Disclosure:

Blended Componenl Unit

Certain compenent units, although legally separate from the primary government, are nevertheless
so intertwined with the primary government that they are, in substance, the same as the primary
government. Therefore, these component units are reported as if they are part of the primary government.
The following component unit's balances and transactions are blended with the batances and transactions of
the primary government:
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FORREST COUNTY, MISSISSIPPI

NOTES TO FINANCIAL STATEMENTS
PAGE TWO
YEAR ENDED SEPTEMBER 30, 2010

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont.)

Forrest County Public Improvement Corporation was incorporated as a nonprofit under Section 31-
8-3, Miss. Code Apn. (1972), which allows counties to enter into lease agreements with any corporation.
The corporation's three-member board of directors is appointed by the Board of Supervisors. Although
legally separate from the grimary government, the corporation’s balances and transactions are blended with
the balances and transactions of the primary government. The corporation produces a financial benefit
through its ability to finance the construction, acquisition and renovation of capital facilities for the primary
government and imposes a financial burden on the primary government by obligating funds to repay the
debt pursuant to a lease agreement. See MNote 10 for further disclosure concerning the issuance of
certificates of participation (COPs) and related capital facilities construction, acquisition and renovation.

C. Basis of Presentation - The County's basic financial statements consist of government-wide
statements, including a Statement of Net Assets and a Statement of Activities, fund financial statements,

and accompanying note disclosures which provide a detailed level of financial information.

Government-wide Financial Statements

The Statement of Net Assels and Statement of Aclivities display information concerning the County
as a whole. The statements include all nonfiduciary activities of the primary government and its blended
component unit. For the most part, the effect of interfund activity has been removed from these statements.
Governmental activities are generally financed through taxes, intergovernmental revenues, and other
nonexchange revenues.

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

NOTES TO FINANCIAL STATEMENTS
PAGE THREE
YEAR ENDED SEPTEMBER 30, 2010

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont.)

Fund Financial Statements

Fund financial statements of the County are organized into funds, each of which is considered to be
separate accounting entities. Each fund is accounted for by providing a separate set of self-balancing
accounts that constitute its assels, 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 column.

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

Governmental financial statements are presented using a current financial resources measurement
focus and the modified accrual basts 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 ithe year. Available means collecled in ihe current period or within sixty (60) days after
year end to liguidate liabilities existing at the end of the year. Measurable means knowing or being able to
reasonably estimate the amount. Expenditures are recognized in the accounting period when the related
fund liabilities are incurred. Debt service expenditures and expenditures related o compensated absences
and claims and judgments, are recognized only when payment is due. Property taxes, state appropriations
and federal awards are all considered 10 be susceptible to accrual and have heen recognized as revenues
of the current fiscal period.

The County reports the following major Governmental Funds:

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

Read and Bridge Maintenance Fund - This fund is used to account for monies from specific
revenue sources that are restricted for road and bridge mainienance.

Public Improvement Proceeds, 2008 Fund - This fund is used to account for monies fram
specific revenue sources that are restricted for the construction of the correctional facility.
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FORREST COUNTY, MISSISSIPPI
NOTES TO FINANCIAL STATEMENTS

PAGE FOUR
YEAR ENDED SEPTEMBER 30, 2010

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont.)

E.

Additionally, the County reports the following fund types:

GOVERNMENTAL FUND TYPES

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

Debt Service Funds - These funds are used {0 account for the accumulation of resources
for, and the payment of, general long-term debt principal, interest and related costs.

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

FIDUCIARY FUND TYPES

Agency Funds - These funds account for various taxes, deposits and other maonies
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.

F.

Deposits and Investments - State law authorizes the County to invest in interest bearing time
certificates of deposit for periods of fourteen {(14) days to one (1) 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 certificatles of deposit and cash equivalents,
which are short-term highly liquid investments that are readity convertible to cash (generally ithree (3) months
or less). Investments in governmental securities are stated at fair value. However, the County did not invest

in any governmental securities during the fiscal year.
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FORREST COUNTY, MISSISSIPPI
NOTES TO FINANCIAL STATEMENTS

PAGE FIVE
YEAR ENDED SEPTEMBER 30, 2010

NOTE 1- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont.)

G. Receivables - Receivables are reported net of allowances for uncollectible accounts, where
applicable.
H. interfund Transactions and Balances - Transactions between funds that are representative of

short-term lending/borrowing arrangements and transactions that have not resulted in the actual transfer of
cash at the end of the fiscal year are referred to as "due to/from other funds.” Interfund receivables and
payables between funds within governmental activities are eliminated in the Statement of Nel Assels.

i Capital Assefs - Capital acquisilion and construction are reflected as expenditures in
Governmental Fung statements and the related assets are reported as capital assels in the governmental
activities column in the government-wide financial statements. However, the capital assets amount reported
on the accompanying Statement of Net Assets is not fairly presented because the County did not maintain
adequate subsidiary records documenting the existence, completeness and valuation of capital assets,
records documenting the County’s infrastruclure, or records documenting depreciation on applicable assets.
All purchased capital assets are stated at historical cost where records are available and at an estimated
historical cost where no records exist. Capital assets include significant amounts of infrastructure which
have been valued at estimated historical cost. The estimated historical cost was based on replacement cost
multiplied by the consumer price index implicil price deflator for the year of acquisition. The extent to which
capital assets, other than infrastructure, costs have been estimated and the methods of estimation are not
readily available. Donated capital assets are recorded at estimated fair market value at the lime of donation.
The costs of normal maintenance and repairs that do not add to the value of assets or materially extend their
respective lives are not capitalized; however, improvements are capitalized. Interest expenditures are not
capitalized on capital assets.

Capitalization thresheolds {dollar value above which asset acquisitions are added to the capital asset
accounis) and estimaled useful lives are used to report capital assets in the government-wide slatements.
Depreciation is calcutated on the straight-line basis for all assets, except land. A full year's depreciation
expense is taken for all purchases and sales of capital assets during the year. The following schedule
details those thresholds and estimated useful lives:

(See Table on Nexi Page)
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FORREST COUNTY, MISSISSIPPI
NOTES TO FINANCIAL STATEMENTS

PAGE SIX
YEAR ENDED SEPTEMBER 30, 2010

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont)

Capitalization
Thresholds

Estimated
Useful Life

Land 3
Infrastructure

Buildings

Improvements other than buildings

Mobile equipment

Furniture and equipment

Leased property under capital leases

NfA

20-50 years
40 years

20 years
5-10 years
3-7 years

* Leased property capitalization palicy and estimaled useful life will correspond with the amounts for the asset

clagsification, as listed above.

J. Long-term liabilities - Long-term liabilittes are the unmatured principal of bonds, loans, notes or
olher forms of noncurrent or long-term general obligation indebtedness. Long-term liabilities are not limited
lo liabilities from debt issuances, but may also include liabilities on lease-purchase agreements and other

commitments.

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

K. Equity Classifications

Government-wide Financial Statements:

Equity 1s classified as net assets and displayed in three components:

Invested in capital assets, net of related debt - Consists of capital assets including restricted
capital assets, net of accumulated depreciation and reduced by the outstanding balances of any bonds,

notes or other borrowings atlributable to the acquisition, construction or improvement of those assets.
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FORREST COUNTY, MISSISSIPPI
NOTES TO FINANCIAL STATEMENTS
PAGE SEVEN
YEAR ENDED SEPTEMBER 30, 2010
NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont.)
Restricted net assets - Consists of net assets with constraints placed on the use either by external
groups such as creditors, grantors, contributors, or laws and regulations of other governments; or law

through constituticnal 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.”

Fund Financial Statemenls:

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

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

L. 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 objeclives and responsibilities of the
County. Restrictions associated with property tax levies vary with the statutory authority. The amount of
increase in certain property taxes is limited by state law. Generally, this restriction provides that these tax
levies shall produce no more than 110% of the amount which resulted from the assessments of the previous
year.

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

Accounting principles generally accepted in the United States of America require property taxes to
be recognized at the levy date if measurable and available. All property taxes are recognized as revenue in
the year for which they are levied. Motor vehicle and mobile home taxes do net meet the measurability and
collectability criteria for property tax recognition because the lien and due date cannot be established until
the date of original purchase occurs.
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FORREST COUNTY, MISSISSIPPI

NOTES TO FINANCIAL STATEMENTS
PAGE EIGHT
YEAR ENDED SEPTEMBER 30, 2010

NOTE 1- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont.)

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

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

NOTE 2 - PRIOR PERIOD ADJUSTMENT
A summary of significant fund equity adjustments is as follows:

Exhibit 2 - Statement of Activities

Explanation Amount

Unrecorded cash with fiscal agent $ {173,448)

Prior year property taxes payable to other local entities 294,622
Total prior period adjustment $ 121,174

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

Explanation Amount
Unrecorded cash with fiscal agent $ (173,448)
Prior year property taxes payable to other local entities 294,622

Total prior period adjustment $ 121,174
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FORREST COUNTY, MISSISSIPPI

NOTES TO FINANCIAL STATEMENTS
PAGE NINE
YEAR ENDED SEPTEMBER 30, 2010

NOTE 3- DEPOSITS

Deposits - The camying amount of the County's total deposits with financial institutions at
September 30, 2010, was $51,788,197, and the bank balance was $52,471,000. The collateral for public
entities’ deposits in financial institutions are 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 Stale Treasurer to replace the public deposits not covered by the Federal
Depository Insurance Corporation (FDIC).

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

NOTE 4 - INTERFUND TRANSACTIONS AND BALANCES
The following is a summary of interfund balances at September 30, 2010:

A. Due From/To Other Funds;:

Receivable Fund Payable Fund Amount
Road and Bridge Maintenance General Fund $ 96,985
Public Improvement Proceeds, Series 2008 General Fund 127,746
Other Governmental Funds General Fund 52,175
Agency Funds General Fund 11,808
Total 3 288,714

Amounts listed are the tax revenue collected but not settled until October 2010. Al interfund
balances are expected to be repaid within one (1) year from the date of the financial statements
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PAGE TEN
YEAR ENDED SEPTEMBER 30, 2010

NOTE 4 - INTERFUND TRANSACTIONS AND BALANCES (Cont.)

B. Transfers In/Out:

Transfer In Transfer Out Amount
General Fund Other Governmental Funds $ 136,040
Other Governmental Funds General Fund 1,201,495
Total $ 1,337,535

The principal purpose of interfung transfers was to provide funds for capital outlay and debt service,
All interfund ransfers were routine and consistent with the activities of the fund making the transfer

NOTE 5 - INTERGOVERNMENTAL RECEIVABLES
Intergovernmental receivables at September 30, 2010, consisted of the foflowing:

Description Amount

Governmental Activities:

Legislative tax credit 3 201,999
Highway planning and construction 3,536
Hazard mitigation 1,140,192
Geothermal expenditures 69,525
Gustav disaster assistance grant 23,471
Alcohol encounter measures 38,026
Natural rescurce conservation service 54 765

Total governmental activites $ 1,532,514
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NOTE 6 - OTHER RECEIVABLES

Other receivables at September 30, 2010, consisted of the following:

Description

Governmental Activities:
General Fund:
Tax Collector bad checks
Total General Fund

Total all governmental activities

Amount
by 30,672
30,672
$ 30,672
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NOTE 7 - CAPITAL ASSETS (Cont)

Depreciation expense was charged to the following functions:

Governmental Activities: Amount
General government $ 744,479
Public safety 623,571
Public works 5,673,082
Courts 14,218
Health and welfare 22,128
Culture and recreation 85,698
Conservation of natural resources 20,875

Total governmental activities depreciation expense $ 7,184,051

Commilments with respect to unfinished capital projects at September 30, 2010, consisted of the
following:

Remaining

Financial Expected Date of
Description of Commitment Commitment Completion
Construction of the correctional facility $ 13,664,286 March 2012

NOTE 8 - CLAIMS AND JUDGMENTS

Risk Financing - The Counly finances its exposure to risk of loss related to workers’ compensation
for injuries 1o its employees through the Mississippi Public Entity Workers’ Compensation Trust, a public
entity risk pool The County pays premiums to the pool for its workers' compensation insurance coverage,
and the participation agreement provides that the pool will be self-sustaining through member premiums.
The retention for the pool is $1,000,000 for each accident and completely covers statutory limits set by the
Workers' Compensation Commission. Risk of loss is remote for claims exceeding the pool's retention
liability. However, the pool also has calastrophic reinsurance coverage for statutory limits above the pool's
retention, provided by Safety National Casualty Corporation, effective from January 1, 2010, 1o January 1,
2011. The peol may make an overall supplemental assessment or declare a refund depending on the loss
experience of all the entities it insures.
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NOTE 9- LONG-TERM DEBT

Debt outslanding as of September 30, 2010, consisted of the following:

Amount Final Maturity
Description and Purpose Qutstanding Interest Rate Date
Governmental Activities:
A. General obligation bonds:
Multi-purpose center project
refinancing, Series 2004 $ 3,955,000 4.60% Q9/2017
School bonds, Series 1998 390,000 4.90% 0372013
Construction, Series 2005 2,945,000 3.70 - 4 50% 0312020
Public improvement bond, Series 2009 23,290,000 3.50 - 5.00% 0372026
Refunding bond, Series 2008B 3,655,000 3.00 - 3.50% 01/20189
Total general abligation bonds $ 34,235,000
B. Other loans:
MS Development Authority revolving loan $ 204,316 4.00% 04,2013
MS Development Authority revolving loan 202,664 4.00% 042013
Carnes Volunieer Fire Department 14,867 4.19% 01/2012
North Forrest Volunteer Fire Department 9,491 7.75% 0142012
Sunrise Volunteer Fire Department 51131 2.99% 03/2014
Rawls Springs Volunteer Fire Department 53,856 2.99% 03/2014
Macedonia Volunteer Fire Department 48,579 2.99% 03/2014
Brooklyn Volunieer Fire Department 60,000 3.22% 0272015
Dixie Volunteer Fire Department 100,000 3.22% Q2/2015

Total other loans $ 745,004
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NOTE 9 - LONG-TERM DEBT (Cont.)

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

General Obligation Bonds

Year Ending September 30, Principal Interest
2011 $ 2,055,000 $ 1,341,287
2012 2,130,000 1,268,317
2013 2,210,000 1,191,707
2014 2,155,000 1,114,035
2015 2,240,000 1,038,187
2016 - 2020 10,105,000 3,993,287
2021 - 2025 6,720,000 2,415,066
2026 - 2030 6,620,000 680,581
Total $ 34,235,000 $ 13,042,467

Other Loans

Year Ending September 30, Principal Interest

2011 3 243,254 $ 25211
2012 247,593 15778
2013 146,969 6,913
2014 73,128 3,357
2015 34,060 1,087

Total $ 745,004 $ 52,356
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NOTE 9- LONG-TERM DEBT (Cont.)

Certificates of Participation {COPs) designated as “qualified tax exempt obligations” for purposes of
Section 265 of the Internal Revenue Code of 1986, as amended, were issued during the fiscal year ended
September 30, 1995, for the purpose of financing the construction of a youth detention facility and for the
acquisition and renovations of a shopping center to be used for a welfare building. The COPs are not
general obligalions of the County and, therefore, are not secured by the County's full faith and credit.
However, the County, as lessee, is obligated as the sole source of payment pursuant to a 15-year lease
purchase agreement for the youth detention facility and a 20-year lease purchase agreement for the public
facilities project with the lessor, Forrest County Public Improvements Corparation, a blended component unit
of Forrest County Because the County's abligation to make lease payments is also the sole source of
payment for the COPs, the lease obligation is not recorded. Instead the COPs are considered, in
substance, limited debt obligations of the County, and accordingly, are refiected in the Statement of Net
Assets. The COPs are being retired by General Fund revenues, and title to the property will transfer to the
County upon satisfactory performance of the lease terms

Legal Debt Margin

The amount of debt, excluding specific exempted debt that can be incurred by the County is limited
by siate slatule. 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 public roads of the County. As of September 30, 2010, the amount of outstanding
debt was egual to 5.31% of the latest property assessments.

Prior Year Defeasance of Debt

In prior years, the County defeased certain limited obligation and general obligation bonds by
placing the proceeds of new bonds in an irevocable trust to provide for all fulure debt service payments on
the old bonds. Accordingly, the trust account assets and the liability for the defeased bonds are not included
in the County’s financial statements. On September 30, 2010, $7,305,000 bonds outstanding were
considered defeased.

The following is a summary of changes in long-term liabilities and cobligations for the year ended
September 30, 2010:

{See Table on Next Page)
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NOTE 10 - CONTINGENCIES

Federal Grants - The County has received federal grants for specific purposes that are subject to
audit by the grantor agencies. Entitiements 1o these resources are generally conditional upen compliance
with the terms and conditions of grant agreements and applicable federal regulations, including the
expenditure of resources for allowable purposes. Any disallowance resulting from a grantor audit may
become a liability of the County. No provision for any liability that may result has been recognized in the
County’s financial statements.

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

Hospital Revenue Bond Contingencies - The County issued revenue bonds to provide funds for
constructing and improving capital facilities of the Forrest General Hospital. Revenue bonds are reported as
a liability of the hospital because such debt is payable primarily from the hospital's pledged revenues.
However, the County remains conlingently 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 outsianding at September 30, 2010, is $2,050,000.

NOTE 11 - NO COMMITMENT DEBT (NOT INCLUDED IN FINANCIAL STATEMENTS)

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

Balance at
Description Sept. 30, 2010

Indusirial revenue bonds $ 240,000
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NOTE 12 - JOINT VENTURES

The County participates in the following joint ventures:

Forrest County is a participant with the City of Hatliesburg in a joint venture, authorized by Chapter
956, House Bilt 1865, of the Local and Private Laws of 1994, to operate the Forrest County Industrial Park
Commission. The joint venture was created to develop and operate an industrial park complex for the
citizens of Forrest County and the City of Hattiesburg. The Forrest County Board of Supervisors appoints
five (5) of ten (10) members of the board. By contractual agreement, the County’'s appropriation to the joint
venture was $120,000 in fiscal year 2010. Complele financial statements for the Forrest County Industrial
Park Commission can be obtained from Post Office Box 1888, Hattiesburg, Mississippi 39403,

Forrest County is a participant with Jones County, the Cities of Hattiesburg and Laurel, and the
State of Mississippi in 8 joint venture, authorized by Section 61-3-5, Miss. Code Ann. (1971), to operate the
Hattiesburg-Laurel Regional Airport Authority.  The joint venture was created to develop and maintain the
airport for the members of the authority. The Forrest County Board of Supervisors appoints one (1) of the
five {5) members of the board of commissioners. By contractual agreement, the Couniy’s appropriation to
the joint venture was $266,811 in fiscal year 2010. Complete financial statements for the Hattiesburg-Laurel
Regicna! Airport Authority can be obtained from 1002 Terminal Drive, Moselle, Mississippi 39459.

Forrest County is a participant with the Cilies of Hattiesburg and Petal in a joint venture, autherized
by Section 39-3-8, Miss. Code Ann. (1972), to operate the Library of Hattiesburg, Petal and Forrest County.
The joint venture was created (e provide free public library service to the citizens of Forrest County and the
Cities of Hattiesburg and Petal. The Forrest County Board of Supervisors appoints six (6) of the fifteen (15}
members of the board of directors. By contractual agreement, the County's appropriation to the joint venture
was $711,373 in fiscal year 2010. Complete financial statements for the Library of Hattiesburg, Petal and
Forrest County can be obtained from 329 Hardy Street, Hattiesburg, Mississippi 39401.

NOTE 13 - JOINTLY GOVERNED ORGANIZATIONS

The County padicipates in the following jointly governed organizations:

Pearl River Community Ccllege operates in a district composed of the Counties of Forrest,
Hancock, Jefferson Davis, Lamar, Marion and Pearl River. The Forrest County Board of Supervisors

appoints two (2) of the sixleen (16) members of the college board of trustees. The County appropriated
$1.,238,373 for maintenance and support of the college in fiscal year 2010.
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NOTE 13 - JOINTLY GOVERNED ORGANIZATIONS (Cont.)

Southeast Mississippi Air Ambulance District provides air ambulance service to the Counties of
Covington, Forrest, Greene, Jefferson Davis, Lamar, Marion, Pearl River, Perry and Walthall. The Forrest
County Board of Supervisors appoints one (1) of the nine (8) members of the board of directors. Thereis no
ongoing financial interest or responsibility for the appainting authorities. The County contributed $258,457
for support of the district in fiscal year 2010.

Southern Mississippi Planning and Development District operates in a district composed of the
Counties of Covington, Forrest, George, Greene, Hancock, Harrison, Jackson, Jefferson Davis, Jones,
Lamar, Marion, Peari River, Perry, Stone, and Wayne. The Forrest County Board of Supervisors appoints
one {1) of the twenty-seven (27) members of the board of directors. The County contributes a small
percentage of the district’s total revenue. The County appropriated $58,405 to the agency in fiscal year
2010.

Peari River Valley Oppartunity, Inc. operates in a district composed of the Counties of Covington,
Forresi, Jefferson Davis, Jones, Lamar, Marion, Pearl River, and Perry. The entity was created to
administer programs conducted by community action agencies, limited purpose agencies and related
programs authorized by federal law. The Forrest County Board of Supervisors appoints one (1) of the
twenty-four (24} members of the beard of directors. The primary source of funding for the entity is derived
from federal funds. Each County provides a modest amount of financial support when matching funds are
required for federal grants. $8,500 was contribuled in fiscal year 2010.

Pine Belt Mental Health Care Resources operates in a district composed of the Counties of
Covington, Forrest, Greene, Jefferson Davis, Jones, Lamar, Marion, Perry and Wayne., The Forrest County
Board of Supervisors appoinis one (1} of the nine () members of the board of commissioners. The County
appropriated $212,500 for support of the agency in fiscal year 2010,

Mississippi Regional Housing Authority VIl operates in a district composed of the Counties of
Covinglon, Forrest, George, Greene, Hancock, Harrison, Jackson, Jones, Lamar, Marion, Pearl River,
Perry, Stone and Wayne. The governing body is a fifteen {15} member board of commissioners, one {1)
appointed by the Board of Supervisors of each of the member counties and one (1) appointed at large. The
counties generally provide no financial support to the organization.

Pearl and Leaf Rivers Rails-to-Trails Recreational District operates in a district composed of the
Counties of Forrest, Jefferson Davis and Lamar and the Cities of Bassfield, Hattiesburg, Prentiss and
Sumrall. The Forrest County Board of Supervisors appoints one (1) of seven (7) members of the board of
directors The County appropriated $126,764 for the support of the district in fiscal year 2010.
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NOTE 13 - JOINTLY GOVERNED ORGANIZATIONS (Cont.)

The City of Hattiesburg - Forrest County Emergency Management District operates in a district
composed of Forrest County and the City of Hattiesburg. The Forrest County Board of Supervisors appoints
three (3) of the six {6) members of the council. Cperating funds are provided by state grants, E-911 charges
and direct contributions.

NOTE 14 - DEFINED BENEFIT PENSION PLAN

Plan Descripiion - Forrest Counly, Mississippi confributes to the Public Employees’ Retirement
System of Mississippi (PERS), a cost-sharing, mulliple-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 state law and may be amended only by
the State of Mississippi Legislature. PERS issues a publicly available financial report that includes financial
statements and required supplementary information. That information may be obtained by writing to Public
Employees' Retirement Systern, PERS Buitding, 429 Mississippi Street, Jackson, Mississippi 39201-1005 or
by calling 1-800-444-PERS.

Funding Palicy - At September 30, 2010, PERS members were required to contribute 9% of their
annual covered salary, and the County is required to contribule at an actuarially determined rate. The rate
at September 30, 2010 was 12% of annual covered payroll. The contribution requirements of PERS
members are established and may be amended only by the State of Mississippi Legislalure. The County's
contributions {employer share only) to PERS for the years ended September 30, 2010, 2009, and 2008 were
$1,194,461, $1,105,895, and $1,053,257 respectively, equal to the required contributions for each year.

NQOTE 15 - SUBSEQUENT EVENTS

On October 7, 2010 the County authorized the Board of Trustees of Forrest General Hospital
(the hospital) to borrow an amount not to exceed $70,000,000, to enter into loan agreemenis with the
Mississippi Hospital Equipment and Facilities Autharity for constructing and equipping a new facility for
the Highland Community Hospital, as well as reimbursement of capital expenditures incurred with various
improvements to the hospital’s facilities, and to pay certain expenses incurred in connection with the
series 2010 Bonds and Series 2010 Notes. Indebtedness atiributable to the hospital is described in
Nole 11,

Additionally, on April 4, 2011, the County authorized a loan from First Bankers in the amount of
$75,000, at 3.62% interest for the North Forrest Volunteer Fire Department for the purchase of a new fire
truck. Final terms of the transaction have nol been deterrmined as of the financial staterment date.
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SCHEDULE 1
FORREST COUNTY, MISSISSIPPI
BUDGETARY COMPARISON SCHEDULE - BUDGET AND ACTUAL {NON-GAAP BASIS)

GENERAL FUND
YEAR ENDED SEPTEMBER 30, 2010

Original
Budget
REVENUES
Property taxes 16,331,072
Licenses, commissions and olher revenue 948,600
Fines and forfeitures 378,000
Intergovernmental revenues 5,361,351
Charges for services 800,150
interest income 252,500
Miscellaneous revenues 85,400
Total revenues 24,157,073
EXPENDITURES
Current:
General government 12,887,374
Public safety 10,539,516
Public works 249,311
Health and welfare 1,110,140
Culture and recreation 1,411,764
Educabion 10,500
Conservation of natural resources 145,017
Economic development and assistance 223,151
Debt Service 272,059
Total expenditures 26,848,832
Excess of revenues over (under) expenditures {2,691,759)
OTHER FINANCING SOURCES (USES)
Transfers in 460,000
Transfers out (648,500}
Other sources -
Qther uses {385,000}
Total other financing sources and uses {573,500}
NET CHANGE IN FUND BALANCES (3,265,259}
Fund balances - beginning 19,019,224
Fund balances - ending 15,753 965

The accompanying notes 1o the required supplementary information are an integral part of this statement.
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Variance with

Final Actual Final Budget
Budget (Budgetary Basis) Positive (Negative)
16,178,872 16,044,799 $ (134,073)
1,040,800 1,308,725 267,925
378,500 716,594 338,004
5,762,656 3,648,373 (2,114,283}
860,150 1,544,706 684,556
252,500 459,735 207,235
85,400 151,638 66,238
24,558,878 23,874,570 {684,308)
13,125,806 9,882,971 3,242,835
12,682,801 8,728,631 3,954,170
321,576 321,578 -
1,110,390 962,580 147,810
1,878,073 1,464 177 413,896
10,500 10,500 -
145,017 134,759 10,258
233,151 222,146 11,005
272,058 377,278 (105,219)
29,779,373 22,104,618 7,674,755
(5,220,495} 1,769,852 6,990,447
460,000 628,069 168,069
{1,191,735) (1,058,307) 133,428
- 21,458 21,458
{731,735) {408,780) 322,955
(5,952,230) 1,361,172 7,313,402
24,114,665 21,313,030 5,265,042
18,162,435 $ 22,674,202 $ 12,578,444
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SCHEDULE 2

FORREST COUNTY, MISSISSIPPI

BUDGETARY COMPARISON SCHEDULE - BUDGET AND ACTUAL (NON-GAAP BASIS)

ROAD AND BRIDGE MAINTENANCE FUND

YEAR ENDED SEPTEMBER 30, 2010

REVENUES
Property taxes
Road and bridge privilege taxes
Intergovernmental revenues
interest income
Miscellaneous revenues
Total revenues

EXPENDITURES
Current:
Public works
Debt service:
Principal
Total expenditures

Excess of revenues over {under) expenditures
OTHER FINANCING SOURCES (USES)
Other financing sources
Total other financing sources and uses
NET CHANGE IN FUND BALANCES

Fund balances - beginning

Fund balances - ending

Original
Budget

2,897,249
450,000
640,000

50,000

4,037,249

6,741,091

6,741,991

(2,704,742)

(2,704,742)

5,500,000

2,795,258

The accompanying notes (o the required supplementary information are an integral part of this statement.
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Variance with

Final Actual Final Budget
Budget (Budgetary Basis) Positive (Negative)
2,897,249 5 3,003,813 $ 106,564
450,000 733,643 283,643
1,328,024 1,725915 397,891
50,000 101,226 51,226
- 40,563 40,563
4,725,273 5,605,160 879,887
8,133,045 5,623,796 2,509,249
8,133,045 5,623,796 2,509,249
(3,407,772} {18,6386) 3,389,136
- 170,685 170,685
- 170,685 170,685
(3,407,772) 152,049 3,558,821
5,179,723 4.875,625 304,098
1,771,951 $ 5,027,674 $ 3,863,919
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SCHEDULE 3
FORREST COUNTY, MISSISSIPPI
BUDGETARY COMPARISON SCHEDULE - BUDGET AND ACTUAL (NON-GAAP BASIS)

PUBLIC IMPROVEMENT PROCEEDS, 2008 FUND
YEAR ENDED SEPTEMBER 30, 2010

Original
Budget
REVENUES
Interest income 3 80,000
Total revenues 80,000
EXPENDITURES
Current:
Public safety 16,000,000
Total expenditures 16,000,000
Excess of revenues over {under) expenditures (15,820,000)
OTHER FINANCING SOURCES (USES)
Other financing sources -
Total other financing sources and uses -
NET CHANGE IN FUND BALANCES (15,920,000)
Fund balances - beginning 18,000,000

Fund balances - ending $ 2,080,000
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Variance with

Final Actual Final Budget
Budget (Budgetary Basis}) Positive (Negative)
80,000 5 325,523 $ 245,523
80,000 325,523 245,523
20,000,000 7,528,596 12,471,404
20,000,000 7,528,596 12,471,404
{19,820,000) (7,203,073) 12,716,927
(19,920,000) (7,203,073) 12,716,927
20,467,312 20,467,312 -
547,312 $ 13,264,239 3 12,716,827
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YEAR ENDED SEPTEMBER 30, 2010

NOTE 1 - BUDGETARY INFORMATION

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

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

NOTE 2 - BASIS OF PRESENTATION

The Budgetary Comparison Schedule - Budget and Actual (Non-GAAP Basis) presents the original
legally adopted budget, the finai legally adopted budget, actual amounts on a budgetary (Non-GAAR) basis
and variances between the final budget and the actual amounts. The schedule is presented for the General
Fund and each major Special Revenue Fund. The Budgetary Comparison Schedule - Budget and Actual
{(Non-GAAP Basis) is a part of required supplemental information.
NOTE 3 - BUDGET/GAAP RECONCILIATION

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

1. Revenues are recorded when received in cash (pudgetary) as opposed to when
susceplible to accrual {GAAP).

2. Expendilures are recorded when paid in cash (budgetary) as opposed to when susceptible
to accrual (GAAP).
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FORREST COUNTY, MISSISSIPPI
NOTES TO THE REQUIRED SUPPLEMENTARY INFORMATION
PAGE TWO
YEAR ENDED SEPTEMBER 30, 2010

NOTE 3 - BUDGET/GAAP RECONCILIATION (Cont.)

The following schedule reconciles the budgetary basis schedules to the GAAP basis financial
statements for the General Fund and each major special revenue fund:

Governmental Fund Types

Road and Public
Bridge Improvement
Maintenance Bond Proceeds,
General Fund Fund 2008 Fund
Budget {cash basis) & 1,361,172 3 152,049 5 {7,203,073)
Increase {decrease):

Net adjustments for revenue accruals 658,598 1,546 {30,508)
Net adjustments for expenditure accruals (1,265,855) (42,011) (395,198)

GAAP Basis $ 753,915 3 111,584 3 {7,628,779)




SUPPLEMENTAL INFORMATION



AL %S
AZA e

0008y

Cre'etlL

p60'c0L
BrL'SE

000°00L

09v'8.¢

20G'vEL

G9L'pS
1£40°64

8G6'CHT $

a(1£)00-9100-d1S 50702 uoNoNIISUOY pue Buiuueld AemybiH - yyyy

(12)81-Stg/a(1 2)SIAN-48 §02°0Z uononsuo) pue Suluueld femybiy
wanepodsuel) jo wswyedag

iddississiy ayl ybnoiy)-passequonensiuiwpy Aemubiy jelapaq
uonpeuodsued jo wawledaq 'S

22N&N[ 10 Juawpedag ‘s (e1o]
G1L2E-68-95-600C ¥08°81 wesboid Juels) aouels|ssy S0IISNP |2oWRy SWAg PIemMpT - YuYY
LgLLarso €299l SlUBIO %00(g ANIGEIUN0DDY udAny
Aaleg olangd Jo wawnedsq ddississiy auy ybnoiyl-passed
sweiboig aa11snr Jo 82y - 2SN JO uswpedaq ‘s N

rel-082-9S-90W-8LCL BEC L wesbold souelsissy Juawied umoq JNOH
Aloyiny Jualudopaaq iddississiy ad) yBnon-passed
juawidojassg ueqin pue Buisnoy jo wewpedag ‘51

ainynouby J0 Jwawiedsqg 'S 1810,

|eoans
¥Z505£082-4SA £260L weibold uonosjold paysiajes Aousbiswg
01806£082-4S0 £Z6°01 weiboid vonoajoly pausiaieps Aouabiawsy

20IAIDS UOIBAIDSUOT) 92UN0S3y (Buonen ubnoiyy passed

YIN G990l $9)E]S 01 SJURIC) - SPROY pUE S|00UIS
2010 sJainseal] 2els 1ddissIssiy 2y ybnoiy)-passeyd
ainynify 1o Juswiedsg s

sainypuadxgy
|elapady

Jaquinp Jagquiny a1 wesbolgyiojuels ybnoly-ssedyiojuels) |elapad
ybnouyj sseq 10 Asuaby V49 |edapad

0LOZ "0 39T LdAS AAANT YV3A
SAYYMY TvdIA34 40 STUNLIANTAXI 40 ITNAIHIS

IddISSISSIN ‘ALNNOD 1S3HHOS

¥ 31NG3IHOS

INVI



{elapaqy

ybnoayy ssed 10 Azuaby

T06'LLY'E § BIUEBISISSY |BIIUBUIS [BIB0OH [€10
206'209'L AlINoeg puePWoH Jo Juawuedaq 'S (ejo
s¥'Le viN w046 (plemy 19210} JuBJD $181YBYRH S 0] BoURISISSY
LEL0LE') [eegng
182'¢ 25E0-r08L-dOWH 6E0°L6B e uonebyiy plezey
GZLLSY ¢r-0L00-SW-+091-HAa 6E0°L6 elsy uonebniy prezey
512'G58 0Zc0o-+09L 6E0°46 weio) uonebimy prezen
fovaby uswabeue Aoushlawg ddississiy au) ubBnoiyl-passed
GzeLs SIN-GQ-P6L1L ge0'i6 soug)sisse 21gnd - sjueld Jejsesig
Aouaby usweabeuey Aousbiow T ddississiy ayy ubnori-passed
Anoas puefatuoy jo yuswypedag SN
L0V'86C YiN EveEs souedyubIS |leuoneN pue [euoibay Jo s)oalold
$3IIAIDSG YIEDH |BJUSN PUB 3SNQY S0UBIsSang
[SB2IAIBS UBWINKH pue ylieal 0 juawueded ‘SN
Z86'C5L WIN £80°L8 BWoRASQ pue yaleassy ABIaug 21gemauay - vy
ABrouz jo wswuedag SN
GLLZLY uoneuodsue) ) Jo juawipedaq 'S IS
0LLZLL $ L-8L1L-¥1-60 S09°0¢ JUEIS) SBANUITU| S3INSEILIAUNOY |OYOINY
Aajes ajand 1o wawuedsq iddississiy auy ybnouyl-passed
‘(o) uonepodsuesy jo Juswipedsq S
sainjipuadx3y Jaguiny laquinn 3] weiboidoluero ybnoJy-SSed/I0luBLs) |e19pa4

Y042 |edapad

0L0Z '0¢ ¥ISWILdIS GIANT ¥YIA

SAHVMY V3034 40 SIHUNLIONILX3 40 3TNAIHIS

IddISSISSIN ‘ALNNDD 1S3HH04

OM] 39Vd
¥ 37NA3HOS

val



-49-
FORREST COUNTY, MISSISSIPPI
NOTES TO THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
YEAR ENDED SEPTEMBER 30, 2010

NQTE 1 - SIGNIFICANT ACCOUNTING POLICIES

The accompanying Schedule of Expenditures of Federal Awards is prepared on the modified
accrual basis of accounting.
NOTE 2 - EDWARD BYRNE MEMORIAL JUSTICE ASSISTANCE GRANT PROGRAM

Of the federal expenditures presented in the schedule, the County received federal awards totaling

$103,084 as a subrecipient from the City of Haltiesburg, Mississippi during the year ended September 30,
2010.
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REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN
AUDIT OF THE FINANCIAL STATEMENTS PERFORMED IN
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Members of the Board of Supervisors
Forrest County, Mississippi

Post Office Box 951

Hattiesburg, Mississippi 39403

We have audited the financial statements of the governmental activities, each major fund, and the aggregate
remaining fund information of Forrest County, Mississippi, as of and for the year ended September 30, 2010, which
collectively comprise the County's basic financial stalements and have issued our report thereon dated
June 13, 2011, Our report includes an adverse opinion on the aggregate discretely presented component units due
to the omission of the discretely presented component units which are required by accounting principles generally
accepted in the United States of America 1o be reperted with the financial data of the Couniy’s primary government
unless the Counly also issues financial statemenis for the financial reporting entity that include the financial data for
its component units.  The report is qualified on the governmental activities because the County did not maintain
adequate subsidiary records documenting the existence, completeness, and valuation of capital assets as required
by accounting principles generally accepted in the United States of America, and, accordingly, has not recorded the
appropriate depreciation expense on those assets. We conducted our audit in accordance wilh auditing standards
generally accepted in the United States of America and the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States.

Internal Control Qver Financial Reporting

In planning and performing our audit, we considered Forrest County, Mississippi’s internal control over
financial reporiing as a basis for designing our auditing procedures for the purpose of expressing our opinions on the
financial stalements, but not for the purpose of expressing an opinion on the effectiveness of the County’s internal
control over financial reporting.  Accordingly, we do not express an opinion on the effectiveness of the County's
internal control over financial reporting.
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tMembers of the Board of Supervisors
Farrest County, Mississippi
Haitiesburg, Mississippt 39403

Our consideralion of internal control over financial reporting was for the limited purpose described in the
preceding paragraph and was not designed to identify all deficiencies in internal control over financial reporting that
might be significant deficiencies or material weaknesses and therefore, there can be no assurance that all
deficiencies, significani deficiencies, or material weaknesses have been identified. However, as described in the
accompanying schedule of findings and questioned costs, we identified certain deficiencies in internal control over
financial reporting that we consider to be material weaknesses,

A deficiency ir infernal controf exists when the design or operation of a control does not allow management
or employees, in the normal course of performing their assigned functions, to prevent, or detect and correct
misstatements an a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in internal
control such that there is a reasonable peossibility that a material misstatement of the entity’s financia! statements will
not be prevented, or detected and corrected on a timely basis. We consider the deficiencies described in the
accompanying schedule of findings and questioned costs as 2010-1 and 2010-2 to be material weaknesses.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether Forrest County, Mississipgi's financial statements
are free of material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracts and grant agreements, noncompliance with which could have a direct and material effect on the
determination of financial statement amounts. However, providing an opinion on compliance with those provisions
was not an objective of our audit and, accordingly, we do nol express such an opinion. The results of our tests
disclosed an instance of noncompliance or other matter that is required to be reported under Government Auditing
Standards and which is described in the accompanying schedute of findings and questioned costs as item 2010-3.

We also noted certain instances of noncompliance which we have reporied to the management of Forrest
County, Mississippi, in the Independent Auditor's Report on Centiral Purchasing System, Inventary Control System
and Purchase Clerk Schedules and the Limited internal Control and Compliance Review Management Repor dated
June 13, 2011, included within this document.

Forrest Counly, Mississippi’'s responses lo the findings identified in our audit is described in the
accompanying schedule of findings and questioned costs. We did not audit Forrest County, Mississippi's responses
and, accordingly, we express no opinion on it.

This report 1s intended solely for the nformation and use of management, the Board of Supervisors, others
within the entity, and federal awarding agencies and pass-through entities and is nol intended to be and shouid not
be used by anyone other than these specified parties. However, this report is a malter of public record and its
distribution is not limited

Hattiesburg, Mississippi
June 13, 2011
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INDEPENDENT AUDITOR’S REPORT ON
COMPLIANCE WITH REQUIREMENTS THAT COULD HAVE A DIRECT AND
MATERIAL EFFECT ON EACH MAJOR PROGRAM AND ON INTERNAL
CONTROL OVER COMPLIANCE IN ACCORDANCE
WITH OMB CIRCULAR A-133

Members of the Board of Supervisors
Forrest County, Mississippi

Post Office Box 951

Hattiesburg, Mississippi 39403

Compliance

We have audited Forrest Counly, Mississippi's compliance with the types of compliance requirements
described in the OMB Circufar A-133 Compliannce Supplfement that could have a direct and material effect on
each of its major federal programs for the year ended September 30, 2010. Forrest County, Mississippi's major
federal programs are identified in the summary of auditor's results section of the accompanying schedule of
findings and questicned costs. Compliance with the requirements of laws, regulations, contracts and grants
applicable to each of its major federal programs is the responsibility of Forrest County, Mississippi's
management. Our responsibility is to express an opinion on Forrest County, Mississippi's compliance based on
cur audit.

We conducted our audit of compliance in accordance wilh auditing standards generally accepted in the
United States of America; the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States; and OMB Circular A-133, Audits of States,
focal Governments, and Non-Profit Organizations. Those standards and OMB Circular A-133 require thal we
plan and perform the audil to obtain reasonable assurance about whether noncompliance with the types of
compliance requirements referred (o above that could have a direct and material effect on a major federal
program occurred. An audit includes examining, on 2 test basis, evidence about Forrest County, Mississippi's
comgliance with those requirements and performing such other procedures as we censidered necessary in the
circumstances. We believe that our audit provides a reasonabie basis for cur opinion. Our audit does not
provide a legal determination of Forresl County, Mississippi's compliance with those requirements.

-R2 -



-53-

Members of the Board of Supervisors
Forrest County, Mississippi
Hattiesburg, Mississippi 39403

As described in items 2010-3, 2010-4, and 2010-5 in the accompanying schedule of findings and
questioned costs, Forrest County, Mississippi, did not comply with requirements regarding procurement,
suspension, and debarment applicable to the Edward Byrne Memorial Justice Assistance Grant Program, cash
management requirements regarding the Highway Planning and Construction Grant, and procurement,
suspension, and debarment for all major federal programs listed in the accompanying schedule of findings and
questioned costs. Compliance with such requirements is necessary, in our opinion, for Forrest County,
Mississippi, to comply with the requirements applicable to those programs.

in our opinion, except for the noncompliance described in the preceding paragraph, Forrest County,
Mississippi, complied, in all material respects, with the compliance requirements referred to above that could

have a direct and material effect on each of its major federal programs for the year ended September 30, 2010.

Internal Control Over Compliance

Management of Forrest County, Mississippi is responsible for establishing and maintaining effective
internal contrel over compliance with the requirements of laws, regulations, contracts and grants applicable to
federal programs. In planning and performing our audit, we considered Forrest County, Mississippi's internal
control over compliance with the requirements that could have a direct and material effect on a major federal
program to determine the auditing procedures for the purpose of expressing our opinion on compliance and to
test and report on internal control over compliance in accorgance with OMB Circular A-133, but not for the
purpose of expressing an opinion on the effectiveness of internal controf over compliance. Accordingly, we do
not express an opinion on the effectiveness of the County's internal control over compliance.

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

Our consideration of internai control over compliance was for the limited purpose described in the
preceding paragraph and was not designed to identify all deficiencies in internal control over compliance that
might be deficiencies, significant deficiencies, or material weaknesses. We did not identify any deficiencies in
internal conirol over compliance that we consider to be material weaknesses, as defined above. However, we
identified certain deficiencies in internal control over compliance that we consider to be significant deficiencies as
descnbed in the accompanying schedule of findings and questioned costs as items 2010-5 and 2010-6 A
significant deficiency in inlernal control over compliance is a deficiency, or a combination of deficiencies, in
internal contorl over compliance with a type of compliance requirement of a federal program that is less severe
than a material weakness in internal control over compliance, yet important enough to merit attention by those
charged with governance
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Members of the Board of Supervisors
Forrest County, Mississippi
Hattiesburg, Mississippi 39403

Forrest County, Mississippi's responses to the findings identified in our audit are described in the
accompanying schedule of findings and questioned costs. We did not audit Forrest County, Mississippi's
responses and, accordingly, we express no opinion on the responses.

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

Hattiesburg, Mississippi
June 13, 2011
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INDEPENDENT AUDITOR’S REPORT ON CENTRAL PURCHASING SYSTEM,
INVENTORY CONTROL SYSTEM, AND PURCHASE CLERK SCHEDULES
(REQUIRED BY SECTION 31-7-115, MISSISSIPPI CODE ANNOTATED [1972])

Members of the Board of Supervisors
Forrest Counly, Mississippi

Post Office Box 951

Hattiesburg, Mississippi 39403

We have made a study and evaluation of the central purchasing system and inventory control system of
Forrest County, Mississippi, as of and for the yvear ended September 30, 2010. Our study and evaluation included
tests of compliance of the Purchase Clerk and Inventory Contral Clerk records and such olher auditing procedures

as we considered necessary in lhe circumstances.

The Board of Supervisars of Forrest County, Mississippi, is responsible for establishing and mamntaining a
central purchasing system and inventory control system in accordance with Sections 31-7-101 through 31-7-127,
Miss. Code Ann. (1972). |n addition, the Board of Supervisors is responsible for purchasing in accordance with the
bid requirements of Section 31-7-13, Miss. Code Ann. (1972). The Board of Supervisors of Forrest County,
Mississippi, has established centralized purchasing for all funds of the County and has established an inventory
control system. The objective of the central purchasing system is to provide reasonable, but not absclute, assurance

thal purchases are execuled in accordance with state law.

The County did not maintain adequate subsidiary records documenting the exisience, completeness and

valuation of capital assets.
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Members of the Board of Supervisors
Forrest Counly, Mississippi
Hattiesburg, Mississippi 39403

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

compliance with the procedures may deteriorate.

The results of our audit procedures disclosed a certain instance of noncomgpliance with the aforementioned
code sections. This instance of noncomgpliance was considered in farming our opinion on compliance. Qur findings

and recommendations and your responses are disclosed below:

inventory Control Clerk

Findin

Section 31-7-107, Miss. Code Ann. (1972), requires the Inventory Control Clerk te maintain an inventary
system. As reporied in prior years’ audil reports, capital asset control procedures were inadequate for
rnaintaining subsidiary records documenting the existence, completeness and valuation of capital assets.
Accordingly, the appropriate depreciation expense has not been recorded on those assets. Failure to

properly address these issues could result in the loss or misappropriation of public funds.

Recommendation

The inventory Control Clerk should implement policies and procedures to maintain accurale inventory

records documenting the existence, completeness and valuation of fixed assets, including infrastruciure.

Inventary Controf Clerk’s Respernise

Inventory has improved with a full-time inventory control clerk being employed. He has had training and

will continue to receive training. He will attempt to bring the inventory up to standards.

In our opinion, except as explained in the third paragragh and except for the noncompliance referred to in
the preceding paragraph, Forrest County, Mississippi, complied, in all material respects, with state laws governing

central purchasing, inventory, and bid reqguirements.
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Members of the Board of Supervisors
Forrest County, Mississippi
Hattiesburg, Mississippi 39403

The accompanying schedules of (1) purchases not made from the iowest bidder; (2} emergency purchases;
and {3} purchases made noncompetitively from a sole source are presenied in accordance with Section 31-7-115,
Miss. Code Ann. (1972). The informalion contained on these schedules has been subjected to procedures
performed in connection with our aforementioned study and evaluation of the purchasing system and, in our opinion,

is fairly presented when considered in relation to that study and evaluation.

Forrest County's respense to the finding included in this report was not audited, and accordingly, we express

no opinicA on il.

This report is intended for use in evaluating the central purchasing system and inventory control system of
Forrest County, Mississippi, and is nol intended to be and should not be relied upon for any other purpose.

However, this report is a matter of public record and its distribution is not limited.

/"éaéeé’«wo ?Cofw"‘a——g»/aéfxfg

Hatliesburg, Mississippi
June 13, 2011
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SCHEDULE 5
FORREST COUNTY, MISSISSIPPI

SCHEDULE OF PURCHASES NOT MADE FROM THE LOWEST BIDDER
YEAR ENDED SEPTEMBER 30, 2010

Qur test results did not identify any purchases not made from the lowest bidder.
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SCHEDULE 7
FORREST COUNTY, MISSISSIPPI

SCHEDULE OF PURCHASES MADE NONCOMPETITIVELY FROM A SOLE SOURCE
YEAR ENDED SEPTEMBER 30, 2010

Cur test results did not identify any purchases magde noncompetitively from a sole source.



CARL L WICHOLEDN, TR, CPA MEMBERS

RICHARD D HMALBERT, CPA AMERICAN INS1TTUTE
RICHARD G, TOFP, CPA OF CERTIFIED PURLIC
il NICHOLSON & COMPANY, PLLC pecousmas

T L CERTIFIED PUBLIC ACCOUNTANTS s
DAWN T, JONES, CFA 2 SOUTHERN POINTE PARKWAY, SUITE 100 ACCOUNTANGS

MUCHAEL W, DAVIS, CPA HATTIESBURG, MISSISSIPPT 39401 _—
TR VL ALTEN G POST OFFICE DRAWER 15099 —

JOHN S HEATH, CPa HATTIESBURG, MISSISSIPPE 39404-5099 150 OLD HWY 9 EAST

DONALD ] HESTER, CPA ¢

mesf JJDHNSON, CPA Eﬁf)?«?ﬁﬁﬂ[:{;m T
SHANNDN | JONES, €A TELEPHONE: 601.736-3445
;c‘);'g;:\f[‘sﬁf”:“ - TELEPHONE 601-264-3519 FAx 6417360501
ISEFH ¢ TOWNSEND, CPA, CV A TOLL FREE 877-842-7137 450 EAST PASS ROAD, SUITE 106
TRADY W MAYNES, {Pa FAX 601-264-3642 GULFPORT, MISSISSIPPL 39507

JAMES E FPOLK, CPA MOST OFFICE BOX 1642
STERRHEN W. GRAY. CPA GULFPORT. MISS1SSIFPL 29502
ROBBIN COURTNEY JONFS, CPA TELEPHONE: 2268641772
LEIGH E. AGNEW, CPA FAN 20 B850

ANNETTE P HIERRIN, CPASADY, CVA, CFE, CFF

RENEE MOORE, CPA

SHELEY L. HOWALTH, CPA

LACEY [ MILLER, CPa

www.nicholsoncpas.com

LIMITED INTERNAL CONTROL AND
COMPLIANCE REVIEW MANAGEMENT REPORT

Members of the Board of Supervisors
Forrest County, Mississippi

Post Office Box 951

Hattiesburg, Mississippi 39403

In planning angd performing our audit of the financial statemenis of Forrest County, Mississippi, for the year
ended September 30, 2019, we considered Forrest 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 Forrest County, Mississippi's financial reporting we have
performed some additional limited internal control and state legal compliance review procedures as identified in the
state legal compliance audit program issued by lhe Office of the State Auditor. Our procedures were subsiantially
less in scope than an audit, the objective of which is the expression of an opinion on the County’s compliance with
these requirements. Accordingly, we do not express such an opinion. This report does not affect our repeit dated

June 13, 2011, on the financiai statements of Forrest County, Mississippi.

Although ne findings came to our attention as a result of these review procedures and compliance tests,
these procedures and tests cannot and do not provide absolute assurance that all siate legal 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. {(1872), the Office
of the State Auditor, when deemed necessary, may conduct additional procedures and tests of transactions for this

or other fiscal years to ensure compliance with legal requirements.

-62 -



-B3-

Members of the Board of Supervisors
Forrest County, Mississippi
Hatiiesburg, Mississippi 39403

This report is intended solely for the information and vse of management, the Board of Supervisors,
and others within the entity and is not intended to be and should not be used by anyone other than these

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

Hattiesburg, Mississippi
June 13, 2011
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FORREST COUNTY, MISSISSIPPI

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
YEAR ENDED SEPTEMBER 30, 2010

SECTION 1. SUMMARY OF AUDITOR'S RESULTS
Financial Statements:

1. Type of auditor’s report issued on the financtai statements:
Governmental activities
General Fund
Road and Bridge Maintenance Fund
Public Improvemeni Proceeds, 2008 Fund
Aggregate remaining fund information
Aggregate discretely presented component units

2. Internal control over financial reporting:
A. Material weaknésses identified?
B. Significant deficiencies identified thal are not considered to be
material weaknesses?

3. Noncompliance material to the financial statemenis noted?
Federal Awards:
4 Internal cantrol over major programs:

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

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

Edward Byrne Memorial Justice Assistance Grant Program
Highway Planning and Construction

Renewable Energy Research and Development

Hazard Mitigation Grant

6. Any audit findings reported as required by Section_.510{a) of Circular A-
1337

Qualified
Unqualified
Unqualified
Unqualified
Unagualified
Adverse

Yes

Yes

Yes

No

Yes

Qualified
Qualified
Qualified
Qualified

Yes
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FORREST COUNTY, MISSISSIPPI
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
PAGE TWO
YEAR ENDED SEPTEMBER 30, 2010
SECTION 1: SUMMARY OF AUDITOR’S RESULTS (Cont.)
Federal Awards Continued:

7. Federal programs identified as major programs:

CFDA Number Name of Federal Program or Cluster

16.804 Edward Byrne Justice Assistance Grant Program
20.205 Highway Planning and Conslruction
81.087 Renewable Energy Research and Development

§7.039 Hazard Mitigation Grant

8. The dollar threshold used to distinguish between type A and type B

programs? $300,000
9. Auditee qualified as a low-risk auditee? No
10. Prior fiscal year audit finding and questioned cost relative to federal

awards which would require the auditee to prepare a summary schedule
or prior audit findings as discussed in Section_.315(b) of OMB Circular A-
1337 No

SECTION 2: FINANCIAL STATEMENT FINDINGS

Significant Deficiency - Materiali Weakness

2010-1 Einding

Generzlly accepted accounting principles require the financial data for the County’s component
units 1o 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 financial statements do not include the financial data for the
County's tegally separate component units. The failure 1o properly follow generally accepted
accounting principles resulted in an adverse opinion on ihe discretely presented component
units
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FORREST COUNTY, MISSISSIPPI
SCHEDULE OF FINDINGS AND QUESTIONED COSTS

PAGE THREE
YEAR ENDED SEPTEMBER 30, 2010

SECTION 2: FINANCIAL STATEMENT FINDINGS {Cont.)

2010-2

Recommendation

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

Board of Supervisor's Response

Corrective action will be taken in the form of maintaining the data.

Significant Deficiency - Material Weakness

Finding

Effective internal controls include the mainienance of an accurate inventory system. As reported
in prior years’ audit reports, capital assel control procedures were inadequate for maintaining
subsidiary records documenting existence, comgpleteness and valuation of capital assets. This
lack of documentation resulted in a qualified opinion on the governmental activities in the
Independent Auditor's Report. Failure to properly address these issues could result in a loss or
misappropriation of public funds.

Recommendation

The lnventory Control Cleck should implement palicies and procedures 1o maintain accurate
inventory records documenting the existence, completeness and valuation of fixed assets.

Inventory Control Clerk’s Response

Inventory has made some progress with a full-time inventory control clerk being employed. He
has had training and will continue to receive training. He will attempt to bring the inventery up (o
standards.
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FORREST COUNTY, MISSISSIPPI
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
PAGE FOUR
YEAR ENDED SEPTEMBER 30, 2010
SECTION 3: FEDERAL AWARD FINDINGS AND QUESTIONED COSTS
2010-3 Finding
CFDA No. 16.804 Edward Byrne Memorial Justice Assistange Grant Program
L.S. Department of Justice
Grant Number - 07-WF-AX-0028

Passed-through the Mississippi Department of Public Safety

Compliance Requirement:

Procurement, Suspension, and Debarment — Compliance with applicable purchase laws and
regulations

During fiscal year ended September 30, 2010, the County initiated a purchase transaction that
did not comply with the State of Mississippi purchase laws or with applicable Federal law and
regulations and standards identified in 28 CFR 66.36 and Part 176 of ARRA for its purchase of
equipment for the Sheriffs Depariment. The County made this procurement withoul receiving
tweo quotes due to a miscommunication as to the dollar amount of the transaction.

Questioned Costs:

The above-noted purchase resulted in a questioned cost in the amount of $5,705 due 1o the
failure to obtain two documented quotes.

Recommendation:

The County's purchasing procedures are designed to allow for compliance with the applicable
statutes.  This is considered to be an isolated instance of non-compliance and no
recornmendations are made other than the need to ascertain the accurate flow of information
between departments.

Auditee's Response:

The County will stress the importance of following all purchasing policies and procedures and
communicalions
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FORREST COUNTY, MISSISSIPPI

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
PAGE FIVE
YEAR ENDED SEPTEMBER 30, 2010

SECTION 3: FEDERAL AWARD FINDINGS AND QUESTIONED COSTS (Cont)
2010-4 Finding

CFDA No. 20.205 Highway Planning and Construction
U. 8. Department of Transportation
Grant Number — STP-0018-00(026)/105757701
Passed-through the Mississippi Department of Transportation

Compliance Requirement:

Cash Management - Compliance with applicable purchase laws and regulations pertaining 1o
cash management in the administration of federal grant programs should be followed

During fiscal year ended September 30, 2010, the County failed to comply with Federal law and
regulations and standards identified in 48 CFR 18 thal prescribes procedures to be followed
pertaining to cash management requirements applicable to federal grant programs. The County
inadvertently initiated reimbursement requests for consiruction projects that resuiled in a
questioned cost attributable to interest earnings.

Questioned Costs:

The above-noted transaclions generated interest earnings in the amount of $1,839 from federal
grani funds received.

Recommendation:

The County should implement policies and procedures that result in the timely processing of
grant related transactions that will avoid interest earnings on federal cash draws.

Auditee's Response:

The County has implemented policies and procedures that require contractors to present billings
on a timely basis in cenjunction with the processing of federaily funded reimbursements.
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FORREST COUNTY, MISSISSIPPI

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
PAGE SIX
YEAR ENDED SEPTEMBER 30, 2010

SECTION 3: FEDERAL AWARD FINDINGS AND QUESTIONED COSTS (Cont.)
2010-5 Finding

CFDA No. 16.804 Edward Byrne Memerial Justice Assistance Grant program
U. S. Department of Justice
Grant Number - 07-WF-AX-0028
Passed-through the Mississippi Depariment of Public Safety

CFDA No. 20.205 Highway Planning and Construction
U. S. Depariment of Transportation
Grant Number — STP-0018-00(026)/105757701
Passed-through the Mississippi Department of Transportation

CFDA No. 81.087 Renewable Energy Research and Development
U. 3. Depariment of Energy

CFDA No. 97.039 Hazard Mitigation Grant
U. S. Department of Homeland Security
Grant Numbers — 1604-0320; 1604-10-42; 1604-358
Passed-through the Mississippi Emergency Management Agency

Significant Deficiency

Compliance Requirement:

Procurement, Suspension, and Debarment - Federal regulations require that nonfederal entities,
when engaged in covered transactions with an entity at a lower-tier, must verify that the lower-tier
entity is not suspended or debarred for otherwise excluded from the conduction of business with
federal funds or otherwise excluded from the conduction of business with federal funds by
checking the Excluded Parties Lisl System (EPLS) maintained by the General Services
Administration (GSA). Controls that document compliance with this requirement should include
documentation of these procedures that are prescribed in 28 CFR 66.36, 48 CFR 18, and 10
CFR 600. During fiscal year ended September 30, 2010, the County failed to comply with the
above-noted EPLS monitoring requirement.  The County does not have internal control
procedures in place to document research inquiries into the Excluded Parties List Syslem (EPLS)
web-sile,
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FORREST COUNTY, MISSISSIPPI
SCHEDULE OF FINDINGS AND QUESTIONED COSTS

PAGE SEVEN
YEAR ENDED SEPTEMBER 30, 2010

SECTION 3: FEDERAL AWARD FINDINGS AND QUESTIONED COSTS (Cont.)

Recommendation:

The County should implement internal contrgl procedures to document search resulls obtained
from inquires into the EPLS web-site for vendors and contractors.

Auditee's Response:

The County has implemented procedures to document the results of the above noled inquiries.
2010-6 Finding

CFDA No. 16.804 Edward Byrne Memorial Justice Assistance Grant program
U. S. Depariment of Justice
Grant Number - 07-WF-AX-0028
Passed-through the Mississippi Department of Public Safety

CFDA No. 20.205 Highway Planning and Construction
. S. Department of Transportation
Grant Number - STP-0018-00(026)105757701
Passed-through the Mississippi Department of Transpartation

CFDA No 81.087 Renewsable Energy Research and Development
U. 8. Department of Energy

CFDA No. 97.038 Hazard Mitigation Grant
V. S. Department of Homeland Security
Grant Numbers — 1604-0320, 1604-10-42; 1604-358
Passed-through the Mississippi Emergency Management Agency

Significant Deficiency

Comphance Requirement: Reporting - Controls that include the documentation of a timely review
of the grant reporting function should be strengthened.

28 CFR 66.36, 48 CFR 18, and 10 CFR 600 prescribe the applicable requirements for grant
programs pertaining to financial reporting. The County did not have policies and procedures in
place to document this review function.
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FORREST COUNTY, MISSISSIPPI
SCHEDULE OF FINDINGS AND QUESTIONED COSTS

PAGE EIGHT
YEAR ENDED SEPTEMBER 30, 2010

SECTION 3: FEDERAL AWARD FINDINGS AND QUESTIONED COSTS (Cont.)

Recommendation:

Internal controls including a documented review of grant reporting should be implemented in
order to ascertain the accuracy and timeliness of these reports and to aliow for improved
documentation in the files to support the reports.

Auditee's Response:

The Counly will implement policies and procedures that allow for properly trained and
experienced staff members to provide a documented grant reporting review function.



FORREST COUNTY, MISSISSIPPI
CORRECTIVE ACTION PLAN

Fiscal Ended September 30, 2010
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June 13, 2011

Finding 2010-3

Program: Edward Byrne Memorial Justice Assistance Grant Program
CFDA No.: 16.804

Federal Agency: United States Department of Justice

Passed Through: Federal Transit Authority

Award Year: Fiscal Year 2009-2010

Compliance Requirement: Procurement and Suspension and Debarment
Questioned Costs: $5,705

Department’s Response:
The County Administrator concurs with the finding.

Corrective Action Plan:
Response from the County Administrator:
Procedures have been implemented in order to ascertain that required American Recovery and
Reinvestment Act (ARRA) procurement laws and regulations are followed. The County has
established procedures pursuant to the purchasing precess that appropriately identifies grant
purchases as they are initiated as well as procedures that will ascertain compliance with the
procurement requirements that are particutar to ARRA. In particular, these procedures will
ascertain that purchases in excess of $5000 shall be made pursuant to the prescribed
procedures requiring the documentation of quoted prices.

Name of Responsible Person: Betty Carlisle, County Administrator

Name of Department Contact: Rochelle Campbeli, County Purchase Clerk

Expected date of Completion: April 1, 2011
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FORREST COUNTY, MISSISSIPPI
CORRECTIVE ACTION PLAN

Page Two
Fiscal Ended September 30, 2010

Finding 2010-4

Program: Highway Planning and Construction

CFDA No.: 20.205

Federal Agency: United States Department of Transportation
Passed Through: Federal Transit Authority

Award Year: Fiscal Year 2009-2010

Compliance Requirement: Cash Management

Questioned Costs: $1,839

Department’'s Response:
The County Administrator concurs with the finding.

Corrective Action Plan:
Response from the Departrment of Administration:
Procedures have been implemented in order to ascertain that cash management requirements
pursuant to applicable laws and regulations are followed. The County has established
procedures that will allow for the timely processing of grant related transactions that will avoid
interest earnings on federal cash draws. Additionally, the County will ascertain that federal cash
draws will follow the prescribed funding methodologies (e.g., current needs and reimbursement
funding procedures) applicable 1o the respective grant programs. The above noted questioned
costs will be accounted for as a local participation amount in the processing of the final
transaction for this grant program.

Name of Responsible Person: Betty Carlisle, Countly Administrator

Name of Department Contact: Penny Steed, Comptroller

Expected date of Completion: April 27, 2011



Finding 2010-5

Programs:

CFDA No.:

Federal Agencies:

Passed Through:

Award Year:

Compliance Requirement;

Questioned Costs:

Department’'s Response:

Corrective Action Plan:
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FORREST COUNTY, MISSISSIPPI

CORRECTIVE ACTION PLAN
Page Three
Fiscal Ended September 30, 2010

Edward Byrne Memorial Justice Assistance Grant Program
Righway Planning and Construction

Renewable Energy Research and Development

Hazard Mitigation Grant

16.804, 20.205, §1.087, 97.039

Department of Justice, Department of Transportalion, Department of
Energy, and Department of Homeland Security

Mississippi  Department of Public Safety, Federal Transit
Authority/Mississippi  Department of Transportation, and Mississippi
Emergency Management Agency

Fiscal Year 2009-2010
Procurement, Suspension, and Debarment

None

The County Administrator concurs with the finding.

The County Adminisirator will implement internal control procedures that will allow for the
documentation of search results obtained from inquires into the EPLS web-site for vendors and

contractors,

Name of Responsible Person:
Name of Department Contact:

Expected date of Completion:

Betty Carlisle, County Administrator
Rachelle Campbell, County Purchase Clerk

April 1, 2011



Finding 2010-6

Programs:

CFDA No.:
Federal Agency:

Passed Through:

Award Year:
Compliance Requirement:

Questioned Costs:

Department’s Response:
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FORREST COUNTY, MISSISSIPPI

CORRECTIVE ACTION PLAN
Page Four
Fiscal Ended September 30, 2010

Edward Byrne Memorial Justice Assistance Grant Program
Highway Planning and Construction

Renewable Energy Research and Development

Hazarg Mitigation Grant

16.804, 20.205, 81.087, 97.038

Department of Justice, Depariment of Transportation, Departmenl of
Energy, and Department of Homeland Security

Mississippi  Department of Public Safety, Federal Transit
Authority/Mississippi  Department of Transportation, and Mississippi
Emergency Management Agency

Fiscal Year 2009-2010
Reporling

None

The County Administralor concurs with the finding.

Corrective Action Plan:

The Comptroller and the Planning Director will implement internal control procedures that will
allow for the systematic review and documentation procedures in the routine performance of the
grant reporting function These procedures will also emphasize the need for accurate and timely
preparation of Section 1512 reporling that includes all required financial fields and job
calculations for ARRA programs

Name of Responsible Person:

Betly Carlisle, County Adminisirator

Name of Department Contacts: Penny Steed, Comptroller and Kara W. Drane, Planning Director

Expected date of Completion:

April 1, 2011



