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INDEPENDENT AUDITOR'S REPORT

The Honoerable Mayor and Board ol Alderman of the
Town of Drew, Mississippi

We have audited the accompanying financal slatements of the governmental activities, the business-type acuvities, each major fund. and the
agpgregate remaining fund information of the Town of Drew, Mississippi (the Town) as of and for the year ended September 30, 2007, which
collectively comprise the Town’s basic tinancial statements as listed in the table of contents. These financial statements are the responsibility of
the Town s management. Qur responsibility is to express an opinion on the Tlinancial statements based on our audit.

Except as discussed below, 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 Goverament Auditing Standards, issued by the Comptroller General of the United States.
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the tinancial statements are [rec of
material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the (inancial statements.
An audit also includes assessing the accounting principles used and significant estimates made by management, as wel! as evaluating the overall
financial statement presentation. We believe that our audit provides a reasonable basis for our opinion.

As discussed in Note 1G to the finaneial statements, management has not recorded capital assets or depreciation expense in Lhe governmental
and business-lype activities as mandated by the Government Aceounting Standards Board Statement (GASB) No. 34. Accounting principles
generally accepted in the United Slates of America require assef capitalization and depreciation over the asset’s estimated useful life and
reported as a direct cxpense of each associated functional activily, which would increase capilal assets, net assets, and expenses, and changes
in net assets reported in the governmental and business-type activities. The Town was required to prospectively report the acquisition or
construction of infrastructure assets and depreciation expense on June 15, 2003. The Town is required 10 report assets and liabilities, such as
allowance for bad debt and compensated absences, on Lhe full accrual basis as opposed to the cash basis which is another comprehensive
basis of accounting other than accounting principles generally accepted in the United States of America. In addition, the Town did not
produce information regarding its pension plan as required by the Government Accounting Standards Board { GASB) No. 27. The amouni by
which these departures would affect the related financial statements is not determinable.

In our opinion, because of the effect of the matters discussed in the preceding paragraph, the financial statements referred to above do not
present fairly, in conformity with accounting principles generally accepted in the United Siates of America. the financial position of the
governmental activitics, the business-type activities, each major fund and the aggregate remaining fund information of the Town of Drew. as
of September 30, 2007, or the respective changes in financial position or cash flows, where applicable, thereof for the year then ended.

In accordance with Gavermment Auditing Standards, we have also issued a report dated February 15, 2008 on our consideration of the Town’s
internal control structure over financial reporting and on our tests of its compliance with certain provisions of laws, regulations, contracts, grant
agreements and other matters. The purpose of that report is to describe the scopc of lesting of internal conirol over financial reporting and
compliance and the results of that testing and not to provide an opinion on the internal conitrols over financial reporting or on compliance. Thal
report is an inlegral part of an audit performed in accordance with Govermnent Auditing Standards and should be considered in conjunction with
this report in considering the results of our audit.

The Town has not presented the inanagement's discussion and analysis as required by GASB 34, Busic Financial Statements - Management's
Discussion and Analysis - for State and Local Governmenis, that accounting principles gencrally accepted in the United States of America
has determined is necessary lo supplement, although not required to be a part of, the basic financial stalements.

The budgetary comparison information on page 21 is not a required part of the financial slatements but is supplementary informalion required
by accounting principles generally accepted in the United States of America. We have applied certain limited procedures, which consisted
principally of inquires of management regarding the methods of measurement and presentation of the supplementary information. However,
we did not audit the information and express no opinion on it.

Our audit was conducted lor the purpose of forming opinions on the financial statements "hat collectively comprise the Town's basic financial
statements. The introductory section, combining and individual non-major fund tinancial statements, and statistical tables are presemted lor
purposes of additional anatysis and are not a required part of the basic financial statements. The accompanying schedule of expenditures of
federal awards is presented for purposes of adiitional analysis, as required by the U.S. Otfice of Management and Budget Circular A-133, Liadits
of States. Local Governments and Nou-Profit Organizations, and 1s also not a required part of the basic fancial statements of the Town. The
combining and mdividual non-major fund financial statements have been subjected to the auditing procedures applied in the audit of the basic
financial statements and, 10 our opinion, are fairly stated in all material respects in relation to the basic linancial statements {aken as a whole. The
introductory section and statistical tables have not been subjected to (be auditing procedures applied i the audit of the basic (inancial statements
and. accordmgly, we express no opmion on them,

Chartes Buckanar, (P, A

Samt Lows, Missouri
Febraary 13, 2008



Town of Drew

Government-wide Statement of Net Assets

As of September 30, 2007

Governmental Business-type
Activities Activities ‘Total
ASSETS
Current assets:
Poaled cash and cash equivalents $ 119,767 M 183,856 b 303,623
Ivestments 256,820 - 230,820
Faxes receivable, ner ol allowances - - -
Internal balance - - -
Due from others, net of allowances - 134,026 134,026
Utility receivable, net of $0 allowance for bad debt - 59,178 59,178
Restricted assels:
Restricted assers-cash - 52,605 52,005
Restricted assets-customer deposits - - -
Restricted assels-investments - 72,403 72.403
Total current assets 376,587 502,068 878,655
Noncurrent assets:
Capital assets (note 1)
Land and land improvements - - -
Buildmgs and building improvements - - -
Furniture & equipment - - -
Mobile equipment - - -
Infrastructure - - -
Total capital assets - - -
Less accumulated depreciation - - -
Capital assets, net - -
Total Assets 376,587 502,068 878,655
LIABILITIES
Current liabilities:
Accounts payable and acerued expenses 7,626 150,109 167,735
Due to others 2.807 - 2,807
" Customer utility deposits - 76,148 76.148
Compensated absences, current portion {note 3) - - -
Long-term debt, current portion (note 3) - 33,374 33,374
Tota! current labilities 20,433 259,631 280,064
Noncurrent liabilities
Compensated absences, net of current portion {note 3) - - -
Long-term debt, net of current portion (note 3) - 208,464 208,464
Toltal noncurren| liabilities - 208,464 208,464
Total Lizbilities 20,433 468,095 488,528
Net Assels (note 9)
Invested in capital assets, net of related debt - - -
Restricied :
Debt service - 125.008 125,008
Unrestricted 356,154 (21.035) 265.119
Total Net Assets 356,154 33,973 390,127
Total Liabilitics and Net Assets $ 376,587 h] 502,068 $ 878,655

See imlependent auditor's report and notes 1o the Nnancial statenients,

Pige 2
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Town of Drew
Reconciliation of Total Governmental Fund Balance to Total Net Assets of Governmental Activities

For the Year Ended September 30, 2007

Governmental Funds Combined Balance Sheet--Total fund balance and other credits $ 336,154

Amounts reported for governmental activities of the staternent
of net assets are ditferent because:

Capital assets used in fund level statements are expensed
upon use of financizl resources to construct or acquire them.
Capital assets for entity-wide statements are recognized as
assets that are extinguished via depreciation charged over the
life of the asset.
Capital assets, net of accumulated depreciation -

Long-term debt uses current financial resources to pay off the
principle portion and related interest expense. For entity-wide
statements, the unpaid principle portion is recognized as a
tuture obligation to be repaid over time.
Long-term debt -
Compensated absences payable -
Total long-term debt -

Statement of Net Assets—Total net assets of governmental activities :$ 356,154

See independent auditor's report and notes to the financial stalements,
Page 4



Town of Drew
Reconciliation of Changes in Net Assets
For the Year Ended September 30, 2007

Statement of Revenues, Expenditures. and Changes in Fund Balances—-Excess

of revenues and other sources over {(under) expenditures and other uses

Additions to capital assets and construction in progress are
uses of current financial resources for fund level statements
but are capitalized and depreciated for entity-wide statements.
Therefore capitalized expenditures are not recognized as expenses
but as capital assets that are depreciated. This expense, although
not a use of current financial resources, is expensed on the
entity-wide statements.

Capitalized expenditures

Reductions of long-term debt are recognized as debt service and an
expenditure in the fund level statements. However in the entity-wide
statements, the principle portion is not an expense but a reduction
in a liability. Therefore, the amount the liability is reduced by is
not expensed. This includes the reduction in compensated absences.
Principle payments
Additions to compensated absences

Statement of Net Assets--Change in net assets of governmental activities

See independent auditor's report and noles 1o the linancial statements,

Page 5
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Town of Drew

Reconciliation Matrix for the Year Ended September 30, 2007

(modified accrual to full accrual balances)

Combined Fund Balance Sheet and Statement of Fiduciary Assets

Capital assets, beginning of year

Accumulated depreciation al beginnning of year
Depreciation expense for the year 2005
Additions to capilal assets

Elimination of interfund payables and receivables
Long-term debt at beginning of year

Principle payments on long-term debt
Compensated absences payable, beginning of year
Additions to compensated absences

Subtotals

Close income/expense to equity
Governmentwide Statement of Net Assets-Governmental Activities

Annual

Revenue

Assets Liabilities Equity Expense
$ 376,587 $ (20,433) $ (356,154) $ -
376,587 (20,433) (356,154) -
$ 376,587 3 (20,433) $ (356,154) $ -

See independent auditor's report and notes o the tinancial statements.

Page 6



ASSETS
Pooled cash and cash equivalents
Receivables (net of allowance for uncollectible):
Taxes
Due from others
Due from other funds
Total Assets

LIABILITIES AND FUND BALANCES
Liabilities:
Accounts payable and accrued expenses
Due to other funds
Due to others

Total Liabilities

Fund balance and other credits
Unrescrved, undesignated

Total fund and other credits

Total liabilities, fund balance, and other credits

Town of Drew
Governmental Funds Combined Balance Sheet
As of September 30, 2007

Non-Major Total
Governmental Governmental
General Funds Funds
3 275,031 $ 101,556 5 376,587
275,031 101,556 376,587
17,506 120 17,626
2,807 - 2,807
20,313 120 20,433
254,718 101,436 356,154
254,718 101,436 356,154
3 275,031 $ 101,556 $ 376,587

See independent auditor's report and notes to the financial statements.

Page 7



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

For the Year Ended September 30, 2007

Non-Major Total
Governmental Governmental
General Funds Funds
Revenues:
Taxes:
Property taxes $ 287,203 $ 11,518 $ 268,721
Sales taxces 201,658 - 201,658
Franchise taxcs 75,808 - 75,808
County road tax 13,390 - 13,390
Fines, fees, licenses, and permits 107,875 - 107,875
State sources 10,808 10,808
Federal sources - 331,580 331,580
Interest income 18,139 3,940 22,079
Miscellancous 56,905 4,229 61,134
Total revenue 771,786 351,267 1,123,053
Expenditures:
Admimistrative 116,487 - 116,487
Public works 154,662 - 154,662
Public safety 468,223 - 468,223
Fire department 16,055 4,198 20,253
Culture and recreation 44,178 - 44178
Health and welfare 40,709 40,709
Capital outlay 38,838 338,594 377,432
Debt Service:
Principal and interest - - -
Total expenditures 879,152 342,792 1,221,944
Excess of revenues over (under) expenditures {107,366) 8,475 (9%,891)
Other financing sources (uses):
Operating transfers in 42,309 - 42,309
Opcrating transfers out (56,421) - {56.421)
Total other financing sources {uses) {(14,112) - (14,112)
Excess of revenues and other sources over (under)
expenditures and other uses (121.478) 8,475 (113,003)
Fund balances, beginning of year 376,196 92,961 469,157
Fund balances, end of year $ 254718 3 101,436 $ 356,154
See independent auditor's report and notes to the Minancial statements.

Page 8



Town of Drew
Statement of Net Assets-Proprietary Funds
As of September 34, 2007

Assets and Other Debits Water and
Current assets Sewer

Pooled cash and investments 5 183,856
Due from others 134,026
Utility rcecivable, net of $0 allowance for bad debt 59,178

Due from other funds -
Restricted assets-cash 52,605
Restricted assets-investments 72,403
Total current assets 502,068

Noncurrent assets
Capital assets (note 1G)
Land and land improvements -
Buildings and building improvements -
Infrastructure
Mobile cquipment -
Furniture and equipment -
Total capital assets
Less: accumulated depreciation
Total capital assets, net

Total assets 502,068

Liabilities
Current liabilities
Accounts payable and accrued expenses 150,109
Due to others -
Customer deposits payable 76,148
Due to other funds -
Accrued compensated absences, current portion, (note 3) -

Long-term debt, current portion (note 3) 33,374
Total current liabilities 259,631

Noncurrent liabilities (note 3)
Accrued compensated absences, current portion

Long-term debt, net of current portion 208,464
Tota noncurrent liabilities 208,464
Total liabilities 468.095

Net assets {notc 9)
Invested in capitat assets, net of related debt -

Restricted for debt service 125.008

Unrestricted (9,033)
Total nct asscts 33,973
Total liabilities and net assets 3 502,068

See independent auditor's report and notes to the tinancial statements.
Page 9



Town of Drew
Statement of Revenues, Expenses, and Changes in Net Assets
Proprietary Fund
For the year ended September 30, 2007

Water and
Sewer

Operating revenues

Sales to customers S 451,621

Fines, fees, licenses, and permits 2,595

Miscellaneous revenue 77
Total operating revenues 454,293
Operating expenses

Personnel services 147,174

Supplics 40,245

Other services and charges 196,458
Total operating expenses 383,877
Operating income (loss) 70,416
Non-operating revenues (expenses)

Capital grants 300,000

Interest revenue 5,492

Interest expense on long-term debt (26,880)

Other non-operating expenses (319,394)
Total non-operating expenses !40,782)
Operating income before contribution and transfers 29.634
Other financing sources (uses)

Operating transfers in 36,421

Operating transfers out (42.309)

Total other financing sources (uses) 14,112
Change in net assets 43,746
Net assets, beginning of year, as restated (9.773)
Net assets, end of year 3 33,973

See independent auditor report and notes to the financial statements.

Page 10



Town of Drew
Statement of Cash Flow--Proprietary Fund
As of September 30, 2007

CASH FLOWS FROM OPERATING ACTIVITIES
Receipts from customers
Receipts from other revenue
Payments to supplicrs
Payments to employees for services
NET CASH FLOWS FROM OPERATING ACTIVITIES

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES
Operating transfer in

QOpcrating transfers out
NET CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES
Principal paid on capital debt
Capital grants
Infrastructure construction
Interest paid on capital debt
NET CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES

CASH FLOWS FROM INVESTING ACTIVITIES
Interest income

NET CASH FLOWS FROM INVESTING ACTIVITIES

NET INCREASE IN CASH AND CASH EQUIVALENTS

BALANCES, BEGINNING OF YEAR
BALANCES, END OF YEAR

STATEMENT OF NET ASSETS-PROPRIETARY FUND-CASH RECONCILIATION:

Pooled cash

Restricted assets-cash

Restricted assets-investments

TOTAL CASH AND EQUIVALENTS

CASH FLOWS FROM OPERATING ACTIVITIES

Operating income (loss)
Adjustments to reconcile operating income (loss) to
net cash (used) provided by operating activities

Depreciation expense
(Increase) decrease in accounts receivable,
net of allowance for doubtful accounts
Increase {decrease) in current liabilitics
NET CASH FLOWS FROM OPERATING ACTIVITIES

Noncash investing, capital, and tfinancing activities
Fair value ot donated assets
Lcase purchase agreements

Sce independent auditor's report and notes to the financial statements.

Page 11

S 454.216
77

{235.498)
(147,174)

71,621

56.421
(42,309)

14,112

(29,504)
300,000
{300,000)

(26,880)

(56,384)

5,492

5,492

34,841

274,023

$ 308,864

183,856
52,605
72,403

s 308,864

3 70,416

(193,204)
194,409

3 71,621




Town of Drew
Notes to Financial Statements
September 30, 2007

NOTE | SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Town of Drew, Mississippi, {the Town) is incorporated under the laws of the State of Mississippi. The Town
operates under a Mayor-Board of Aldermen form of government, and provides the following services as aathorized
by its charter: public safety (police and fire), public works, sunitation, culture and recreation, public improvements,
water and sewer services, and general administrative services.

As defined by accounting principles generally accepted in the United States of America (GAAP), the Town 1s
considered a "primary government”.

Al Fund Accounting

Thc accounts are organized on the basis of funds and account groups, cach of which is considered a
separate accounting entity. The operations of ¢ach fund are accounted for with a separate set of self-
balancing accounts that comprise its assets, liabilitics, fund equity, rcvenues, and expenditures or expenses,
as appropriate. Government resources are allocated to and accounted for in individual funds based upon the
purposes for which they are to be spent and the means by which spending activities are controlled. The
various funds are grouped into four generic fund types and three broad fund categories as follow:

Governmental Funds
General Fund - The General Fund 1s the general operating fund of the Town. It is used to account for all
financial resources except those required to be accounted for in another fund.

Special Revenue Funds - Special Revenue Funds are used to account for the proceeds of specific revenue
sources (other than special assessments, expendable trust or major capital projects) that are legally
restricted to expenditures for speeified purposes.

Proprietary Funds

Enterprise Funds - Enterprise Funds are used to account for operations (1) that are financed and operated in
a manner similar to private business enterprises - where the intent of the governing body is that the costs
(expenses, including depreciation) of providing goods or services to the general public on a continuing
basis be financed or recovered primarily through user charges; or (2) wherc the governing body has decided
that periodic determination of revenues earned, expenses incurred, and/or net income is appropriate for
capital maintenance, public policy, management conirol, accountability, or other purposes.

Fiduciary Funds
Trust Funds - Trust Funds are used to account for assets held by the Town in a trustec capacity or as an

agent for individuals, other governments, and/or other funds. This includes the Expendable Trust Funds,
which are accounted for in cssentially the same manner as governmental funds.

The cmiphasis in fund financial stutements is on the major funds in cither the governmental or business-type
activities categorics. Nonmajor funds by category are summarized into a single column. GASB No. 34 sets
forth minimum criteria (percentage of assets, liabilities, revenues or expenditures/expenses of either fund
category or the governmental and enterprise combined) for the determination of major funds. The nonmajor
funds arc combined in a column in fund financial statements.




NOTE 1

B.

Town of Drew
Notes to Financial Statements
September 30, 2007

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, CONTINUED

Basis of Accounting

Basis of accounting refers to when revenues and expenditures or expenscs are recognized in the accounts
and reported in the financial statements, Basis of accounting rclates to the timing of the measurements
made, regardless of the measurement focus applied.

The Governmental Funds and Expendable Trust Funds are accounted for using the modified accrual basis
of accounting. Their revenues are recognized when they become measurable and available as net current
assets. Taxpayer-assessed income. gross receipts, and sales taxes are considered "measurable” when in the
hands of intcrmediary collection governments and are recognized as revenuc at that time.

Anticipated rcfunds of such taxes are recorded as liabilities and reductions of revenue when they are
measurable and their validity seems certain.

Expenditures are generally recognized under the modified accrual basis of accounting when the related
fund liability is incurred. Exceptions to this general rule include accumulated unpaid vacation, sick pay, and
other employee amounts, which are not accrued at the fund level.

The Proprietary Fund is accounted for using the acerual basis of accounting. Revenues are recognized when
they are carned, and expenses are recognized when incurred. Revenues of the Water and Sewer tund are
recognized and recorded based on monthly cycle billings.

Budgets
The Town follows these procedures in establishing the budgetary data reflected in the financial statcments:

i The Town Clerk submits to the Mayor and Board a proposed operating budget for the fiscal year
commencing the following October 1. The operating budget includes proposed expenditures and
the means of finuncing them.

2. Public hearings are conducted to obtain taxpayers comments on proposed revenue sharing
expenditures.

3. The budget {s legally enacted at the September Board meeting,
4. Budgets for the General Funds are adopted on a cash basis.

Mississippi law requires municipalities to budget on a cash basis. Claims incurred prior to the end of year
and that are paid within 30 days are recorded under the modificd-accrual basis. Prior year claims that are
paid after 30 days revert to the cash basis. Revenue is accounted for under the cash basis. Capital project
funds are budgeted by project and do not lapse at year end. The required budgetary basis is therefore not
considered generally accepted accounting principles. Governmental accounting requires that the "budget to
actual” statements be prepared according to budgetary laws and the statements of revenues, cxpenditures,
and fund balance be prepared according to the modified-accrual basis (GAAP). The major reconciling
items between the budgetary and GAAP presentations are presented on the "budget o actual” statements.



Town of Drew
Notes to Financial Statements
September 30, 2007

NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, CONTINUED

D. Cash and Investments
All deposits with financial institutions must be with institutions insured by the Federal Deposit Insurance
Corporation. Institutions must pledge collateral equal to at least 105% of the amount of the deposits in
cxcess of the insured amount.

Effective October 1, 2001, the Treasurer of the State of Mississippi is charged with the responsibility to
assure adequate collateralization of deposits at all cntities defined in Section 27-105-5 of the Miss. Code,
which category includes the Town of Drew.

Deposits—ALt year-end, the carrying amount of deposits was $685,451 and the bank balance was $659,972.
Of the bank balance, $200,000 was covered by federal depository insurance, and $459,972 was covered by
Section 27-105-5 of the Miss. Code.

The Town tnay invest its surplus funds in certificates of deposits, any honds or direct obligations of the
United States of America or the State of Mississippi, or in the bonds of any county, municipality or school
district of Mississippi provided such bonds have been approved by a reputable bond attorney or have been
validated by a decree of the Chancery Court. During 2007, the Town invested in bank certificates of
deposits. Certificates of deposits are deemed to be short-term, highly liquid investments and are treated as
cash equivalents in the statement of cash flows.

The market value of the Town’s investments (certificates of deposit) was determined by the specific
identification method based upon current yields of comparable certificates of deposits.

A summary of deposits, pooled investments, and the financial statement classification follows:

Categories Amount Fund Type Amount
Total deposits and petty cash .8 356,228 Governmental $ 376,587
Total investments 329,223 Proprietary _ 308,864

Total book balance 685,451 Total book balance 5 685,451

Financial statement classifications

Pooled cash and investments 560,443
Restricted investments and cash 125,008
Total book balance by 685,451
E. Receivables

All receivables are reported at their gross value and, when appropriate, are reduced by the estimated portion
that is expected to be uncollectibie.

The Water and Sewer Operations and Maintenance accounts receivable allowance for bad debt was S0 for
2007. Accounting principles gencerally accepted in the United States of America requires an allowance for
bad debt.

F, Inventories
Inventorics are priced at cost using the First-In, First-Out (FIFO) method. The costs of governinental fund
type inventorics are recorded as expenditures when purchased rather than when consumed. Inventorics
consist of major stores of material and supplies held at central locations,
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NOTE 1

G.

Town of Drew
Notes to Financial Statements
September 30, 2007

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, CONTINUED

Capital Assets and Long-Term Liabilities

Capital asscts purchased or acquired are carried at historical cost. Contributed assets are recorded at fair
market valuc at the date received. Classcs of capital assets and their capitalization levels are: land - cost or
fair market value, buildings $50,000, land improvements - $25,000, machinery and equipment - $5,000,
infrastructure - $100,000, and construction in progress - based on the project's class. The cost of normal
maintenance and repair that do not add to the value of capital assets or materially extend their respective
lives are not capitalized. Interest expenditures are not capitalized on capital assets.

Capitalized assets, cxcluding land and construction in progress, are depreciated using the straight-line
method over the following estimated useful lives:

Assets Years
Buildings 40
Land improvements 20
Heavy machinery and equipment 5-15
Computer equipment 3
Vehicles 3-10
Infrastructure 8-50

Interest is capitalized on proprietary fund asset constructed with the proceeds of tax exempt debt. The
amount of interest capitalized is calculated by offsetting interest expense incurred from the date of the
borrowing until completion of the project with interest earned on invested proceeds over the same period.

GASB No. 34 requires the Town to report and depreciate new infrastructure asscts effective June 15, 2003.
Infrastructure, such as streets, roads, sidewalks, strect lights, traffic lights, sewers, and bridges, although
required to be capitalized for the first time in fiscal year 2003, has not been reported or depreciated. These
infrastructure assets are likely to be the largest asset class. Neither their historical cost nor related
depreciation has historically been reported in the financial statements. The Town did not implement the
general provisions of GASB No. 34 in 2003,

The Town falls in Phase 3 of GASB No. 34 implementation, and as such, is not subject to retroactive
reporting.

Encumbrances
State law does not requirc that funds be available when goods are ordered, only when paid. Due to this
circumstance, the Town does not employ an encumbrance system.

Compensated Absences

Employees are granted vacation and sick leave in varying amounts under terms of the Town’s personnel
policies based upon length of service. Amounts of vested or accumulated vacation and sick leave not
cxpected to be liquidated with expendable available (i.e.. current) financial resources arc reported as the
long-term portion of compensated absences. The Town did not recognize its hability for compensated
absences.

Interfund Transactions

Quasi-external transactions are accounted for as revenues and expenditures. Transactions that constitute
reimbursement to a fund for cxpenditures initially made from it that are property applicable to ancther fund
are recorded as expenditures in the reimbursing fund and as reduction as expenditures in the fund that is
rcimbursed.

All other interfund transactions, except quasi-cxtermal transactions and reimbursements, are reported as
ransfers. Non-recurring or non-routine permanent transfers of cquity are reparted as residual equity
transfers.



Town of Drew
Notes to Financial Statements
September 30, 2007

K. Reserves of Fund Balances
Reserves of fund balances are reported in various funds to indicate that a portion of the fund balance is
restricted or segregated tor a specific purpose.
L. Use of Estimates
The preparation of financial statements in conformity with accounting principles generally accepted in the
United States of America (GAAP) requires management to make estimates and assumptions that affect the
reported amounts of asscts and liabilities and disclosure of contingent liabilities at the date of the financial
statements, and the reported amounts of revenues and expenditures during the reporting period. Actual
results couid differ from those cstimates.
NOTE 2 TAX REVENUES
Tax revenues consist of:
General Special Revenue Total
Property taxes 3 287,203 $ 11,518 $ 298,721
Sales taxes 201,658 - 201,658
Franchise taxes 75,808 - 75,808
County road tax 13,390 - 13,390
Total tax revenues S 578,059 3 11,518 3 589,577
Property taxes attach as an enforceable lien on property February 1.
NOTE 3 LONG-TERM DEBT
A. Notes Payable-MDECD
Financing by thc Mississippi Department of Economic and Community Development consists of 3.7%
notes payable dated June 28, 1996. The $246,078 is to be repaid in monthly installments of principal and
interest of $2,239. The note is scheduled to be paid off in November 2007,
B. Bonds Payable

Financing by Capmark Finance, Inc., consist of 5% revenue bonds dated April 28, 1982. The $650,000
1ssuc is repaid in monthly installments of principal and interest of $3,525.73 through April 28, 2017.

A summary of changes in long-term debt follows:

Water Revenue

Notes Payable Bonds Total
Debt payable at November 1. 2006 $ 26915 3 267,636 3 297,551
Debt incurred durtng the year - - -
Repayments (20,209) (29,504) {55.713)

Debt payable at September 30, 2007 $ 3,706 ;) 238,132 $ 241,838

16



Town of Drew
Notes to Financial Statements
September 30, 2007

NOTE 3 LONG- TERM DEBT (CONTINUED)

At Scptember 30, 2007, restricted assets related to debt service were:

Restricted assets Water and Sewer
Bond Cushion $ 25,847
Depreciation 2,486
Contigency 12,485
Investments 74,190
Total restricted % 125,008

The requirements te amortize long-term obligations (excluding compensated absences) outstanding at year-
end, including intercst are as follows:

Business-type Activities
Capital Inprovenrent Loans Revenue Bonds
Year ending
Septerrber 30 Principal Interest Principal Interest Total
2008 $ 300 % 15 § 290608 § 12641 5 46,030
2009 31,367 10,941 42308
2010 33,163 9,145 42,308
2011 35,063 7,245 42308
2012 37071 5237 42308
20132017 71,800 4,000 75,800
Total paynents $ 3706 % 15 $ 238132 $ 49208 291,061
Less interest 49,223
Total principal 241838
————
Short-term portion 33,374
Long-tenm portion 208,464
Total $ 241K




Town of Drew
Notes to Financial Statements
September 30, 2007

NOTE 3 LONG-TERM DEBT (CONTINUED)
o Limnitation of Indebtedness:

No municipality shall hereafier issue bonds for the purposes authorized by law in an amount which, when added
to the then outstanding bonded indebtedness of such municipality, shall exceed |5 percent of the assessed value
of the taxable property within such municipality, according to the then last completed asscssment for taxation.
In computing such indcbtedness, there may be deductcd all bonds or other evidences of indebtedness, heretofore
or hereafier issued, for school, water, sewer systems, gas, and light and power purposes and for the construction
of special improvements primarily chargeable to the property benefited, or for the purpose of paying the
municipality's proportion of any betterment program, a portion of which is primarily chargeable to the property
benefited. However, in no case shall any municipality contract any indebtedness which, when added to all of the
outstanding indebtedness, both bonded and floating, shall exceed 20 percent of the assessed value of all taxable
property within such municipality. Nothing herein contained shall be construed to apply to bonds herctofore
issued by any municipality for school purposes, or to bonds heretofore or hereafter issued by any municipality
which are payable exclusively from the revenues of any municipally-owned utility, or to bonds issucd by any
municipality under the provisions of Sections 57- | -1 to 57 -1-51, or to any special assessment improvement
bonds issued by any municipality under the provisions of Sections 21-4-1 through 21-41-53.

15 Percent 20 Percent

Authorized Debt Limit
Assessed valuation ($17,410,355) $ 2,611,553 $ 3,482,071
Present debt subject to 15 percent limitation - -

Present debt subject to 20 percent limitation including

debt subject to only |5 percent limitation - (241,838)
Margin for further debt $ 2,611,553 § 3,240,233
NOTE 4 INTERFUND TRANSACTIONS

Interfund operating transfers were as follows:

Transfers In Transfers Qut
General fund $ - $ 14,112
Enterprise fund
Water and Sewer 14,112 -
Total transfers $ 14,112 $ 14,112

The Town did not record any interfund receivable/ payable at September 30, 2007,



Town of Drew
Notes to Financial Statements
September 30, 2007

NOTE 5 GASB STATEMENTS 33 and 34

This report incorporates GASB Statements 33 and 34, Basie Financial Statements and Management
Discussion and Analysis for Statc and Local Governments. As discussed in Note |, the Town did not
implement GASB Statement No. 34 at September 30, 2007. The Town was required to prospectively record
and depreciated general infrastructure and capital assets since June 15, 2003, Infrastructure assets include
roads, bridges, sewer systems, traffic lights, sidewalks, etc. Although required to, the Town did rot record
capital assets acquired such as land, building, equipment, vehicles, and computers. Additionally, the Town
failed to record compensated absences, allowance for bad debt and bad debt expense on utility deposits.

NOTE 6 RISK MANAGEMENT

The Town is exposed to various risks of loss related to torts, theft of, damage to, and destruction of assets,
crrors and omissions, injuries to employees, and natural disasters. The Town contracts with insurance
companies for coverage of property, general liability, crime and automobile, workers’ compensation, and
other personnel related-issues.

NOTE 7 LITIGATION LOSSES

The Town recognizes estimated losses related to litigation in the period in which the occasion giving rise to
the loss occurred, the loss is probabie, and the loss is reasonably estimable.

NOTE 8 PENSION PLAN

Plan Description: The Town contributes to the Public Employees' Retirement Systern of Mississippi
(PERS), a cost-sharing multiple-employer defined benefit pension plan. PERS provides retirement and
disability benefits, annual cost-of-living adjustments, and dcath 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 report may be obtained by writing to Public Employees'
Retirement System of Mississippi, PERS Building, 429 Mississippi Street, Jackson, MS 39201, or by
calling (601) 359-3589 or 1-800-444-PERS,

Funding Policy: PERS members are required to contribute 7.25% of their annual covered salary, and the
Town is required to contribute an actuarially determined rate. The current rate is [ 1.30% of annual covered
payrofl. The contribution requirements of PERS members and employers are established and may be
amended only by the State of Mississippi Legislature.

The Town omitted the GASB 27 required footnote disclosures, and we werc unable to obtain the
information through other procedures. The amounts required to calculate the Annual Pension Cost (APC),
as required by GASB 27 were not presented on the Town’s financial statements. GASB 27 dctines APC as
the sum of the Annual Required Contribution (ARC) one ycar’s interest on the Net Pension Cbligation
(NPO) and an adjustment to offsct the effect of acluarial amortization of the past under-or-over
contributions.
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NOTE 9

Town of Drew

Notes to Financial Statements
September 30, 2007

PRIOR YEAR ADJUSTMENTS

Adjustments to net assets were recorded as follows:

Net assets, beginning of year
Adjustments:
Add Notes/Bonds Payable to liabilities
Adjust customer utility deposits
Add Investments
Subtotal adjustments
Net assets, beginning of year, as restated
Change in net assets
Net assets, end of year

Governmental Business-type
Activities Activities Total

$ 466,625 $ 237,083 $ 703,708

- (241,838) (241,838)
(1,368)

2,532 - 2,532
2,532 (243.206) (239,306)

469,157 (9,773) 459,384
(113,003) 43,746 (69,257)

$ 356,154 $ 33,973 3 390,127
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Town of Drew
Budgetary Comparison Schedule
General Fund
For the Year Ended September 30, 2007

General Fund

Actual
Budgeted Amounts Over (Under)
Original Final Actual Final
Revenues:
Taxes:
Property 1axes §  3Re6.622 % 386,022 $  287.203 S (99419
Sales taxes 160,000 160,000 201,658 41,658
Franchise taxes 55,000 53,000 75,808 20,808
County road tax 20,000 20,000 13,390 (6,610)
Fines, fees. licenses, and permits 84,050 84,050 107,875 23825
State sources R, 000 8.000 10,808 2.808
Interest income 10,000 10,000 18,139 8,139
Miscellaneous 63,876 63,876 56,905 (6,971)
Total revenue 787,548 787,548 771,786 (15,762)
Expenditures:
Administrative offices 112,110 12,110 116,487 4,377)
Public works 173,017 173,017 137,741 35276
Public safety 459,140 459,140 468,223 (9,083)
Fire department 21,172 21,172 16,055 5,117
Culture and reereation 44 814 44 814 44178 636
Health and welfare 44,899 44,899 40,709 4,190
MDOT litter control 17,609 17,609 16,921 688
Capital outlay 35.287 35,287 38,838 {3,551)
Principal and interest - - -
Total expenditures 908,048 908,048 879,132 28,896
Excess of revenues over (under) expenditures {120,500) (120,500} {107,366) 13,134
Other financing sources {uses):
Operating transfers in - - 42,309 42,309
Operating transfers out - - (56,421() {56,421])
Total other financing sources (uses) - - (14.112) {14,112)
Excess of revenues and other sources over (under)
expenditures and other uses (120,500} (120,500) (121,478) (978)
Fund balances, beginning of year 376.196 376,196 376,196 -
Prior year adjustments -
Fund balances, end of year S 255,696 $ 255,696 % 254718 $ (978)

Adjustments necessary to convert the results of operation at end of year on
the budget basis to the modified acerual basis (GAAP) are as follows:

Excess of revenues and other sources over {under) expenditures and
other uses per the Budgetary Comparison Schedule (121,478)
{Increases) decreases frorn revenues -

(Increases) decreases trom expenditures -
Acerued as liabilities at September 20, 2006 (GAAP) but not in budget R
Net change in fund balance per the Statement of Revenues,

Expenditures, and Changes in Fund Balance S (121.478)

Note: The town fatled 10 implement GASB No. 34 which requires acerual of revenue and expenses which would create ditferences in
budget vs. actual revenue and expenses.

See independent auditor's report and notes o the linancial statements.
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Charles Buchanan, CPA, PC
Certified Public Accountants
8733 Riverview Blvd., Suite 1
St. Louis, Missouri 63147
(888)-869-2720 (Phone)/(888)-862-6459 (Fax)
charlesbuchanan8@:aol.com (Email)

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

Honorable Mayor and Boeard of Alderman of

Town of Drew, Mississippi

We have audited the financial statements of the governmental activities, business-type activities, cach major fund, and the aggregate
remaining fund information of the Town of Drew (the Town) as of and for the year ended September 30, 2007, which collectively comprise
the Town's basic tinancial statements and have issued our report thereon dated February 15, 2008. We issued an adverse opmion in our
report on the governmental activities, business type activities. cach major fund, and the aggregate remaining funds, because the
Town did not capitalize infrastructure and other capital assets; did not report depreciation expense for those assets over their
estimated usetul lives, did not report compensated absences or allowance for doubtful accounts, and did not produce information
regarding its pension plan, among other omissions. Except as discussed in the preceding sentence, 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 Govermnent Auditing Standards, issued by the Comptroller General of the United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the Town’s intemal control over financial reporting as a basis for designing
our auditing procedures for the purpose of expressing our opinion on the financial statements, but not for the purpose of
expressing an opinion on the etfectiveness of the Town's internal control over financial reporting. Accordingly, we do not
express an opinion on the effectiveness of the Town’s internal control over financial reporting,

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

A control deficiency exists when the design or operation of a control does not allow management or employees, in the normal
course of performing their assigned functions, to prevent or detect misstatements on a timely basis. A significant deficiency is a
control deficiency, or combination of control deficiencies, that adversely affects the entity’s ability to initiate, authorize. record,
process, or report financial data reliably in accordance with generally accepted accounting principles such that there is more than
a remote likelihood that a misstatement of the entity’s financial statements that is rmore than inconsequential will not be prevented
or detected by the entity’s intemal control. We consider the deficiencies described in the accompanying schedule of findings and
questioned costs as items 2007-1 and 2007-2 to be significant deficiencies.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in more thar a remote
likelihood that a material misstatement of the financial statements will not be prevented or detected by the entity's internal
control.

Our consideration of the internal control over financial reporting was for the limited purpose described in the first paragraph of
this section and would not necessarily identify all deficicncies in the internal control that might be significant deficiencies and,
accordingly, would not nccessarily disclose all significant deficiencies that are also considered to be material weaknesses.
However, of the significant deficiencies described above, we consider item 2007-1 to be material weaknesses.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Town's financial statements arc trec of material misstatement, we
performed tests of its compliance with certain provisions of law, regulations, contracts and grant agreements, noncompliance
with which could have a dircet and material cffect on the determination of financial statement amounts. However, providing an
opinion on compliance with those provisions was not an objective of our audit, and accordingly. we do not express such an
opinion. The results of our twests disclosed an instance of nencompliance or other matter that is required to be reported under
Government Awditing Standurcds and which is described in the accompanying schedule of findings and questioned costs as itemn
2007-2.

This report is intencled solely for the information and use of the Board of Alderman, management of the Town, and federal awarding
agencics and pass-through entities, and is not intended to be and should not be used by anyone other than these specitied parties,

Charies Buckanan, (P &

Saint Louis. Missouri
I"ebruary 13, 2008 )




Charles Buchanan, CPA, PC
Certified Public Accountants
8733 Riverview Blvd., Suite 1
St. Louis, Missouri 63147
(888)-869-2720 (Phone)/(888)-862-6459 (Fax)
charlesbuchanan8@aol.com (Email)

REPORT ON COMPLIANCE WITH REQUIREMENTS APPLICABLE TO EACH MAJOR PROGRAM
AND INTERNAL CONTROL OVER COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133

Honorable Mayor andd Board ot Alderman of

Town of Drew, Mississippi

Compliance

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

We conducted our audit of compliance in accordance with auditing standards generally accepted in the United States of’ America;
the standards applicable to financial audits contained in Government Auditing Siandards, 1ssued by the Comptroller General of
the United States; and OMB Circular A-133, Audits of States, Local Governiments, and Non-Profit Organizations. Those
standards and OMB Circular A-133 require that we plan and perform the audit to obtain reasonable assurance about whether
noncomplianee with the types ot compliance requirements referred to above that could have a direct and material effect on a
major federal program occurred. An audit includes examining, on a test basis, evidence about the Town’s compliance with those
requirements and performing such other procedures as we considered necessary in the circumstances. We believe thar our audit
provides a reasonable basis for our opinion. Our audit does not provide a legal determination on the Town's compliance with
those requirements.

In our opinion, the Town’s complied, in all material respects, with the requirements referred to above that are applicable to each
of'its major federal programs for the year ended September 306, 2007.

Internal Control Over Compliance

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

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

A material weakness is a significant deficiency, or combination of significant deficiencies, that rcsults in more thar a remote
likelihood that material noncompliance with a type of compliance requirement of a federal program will not be prevented or
detected by the entity's internal control,

Our consideration of intemal control vver compliance was for the limited purpose described in the first paragraph of this section
and would noet necessary identify all defieiencies in internal control that might be signiticant deticiencies or material weaknesses.
We did not identify any deficiencies in internal control over compliance that we consider to be naterial weaknesses, as detined
above.

This report is intended selely for the information and use of the Board of Commissioners, management. and tederal-awarding
agencies and pass-through entities, and is not intended to be and should not be used hy anyone other than these specified parties.

Charies Bucharan, P4, &

Saint Louis. Missouri
February 15, 2008




Town of Drew, Mississippi
Schedule of Expenditures of Federal Awards
September 30, 2007

Grantor's Number or

CFDA Pass-through Federal
Federal Grantor/Pass-Through Granter/Program Title Number Grantor's Number Expenditures
Department of Housing and Urban Development
Passced through Mississippi Development Authority:
Community Development Block Grant 14.228 1122-05-169-PF-01 $ 300,000
Home Investment Partnership Grant 14.239 M05-SG-280-173 331,580

Total

See independent auditor's report and notes to the tinineial statements
Page 24

S 631,580



TOWN OF DREW, MISSISSIPPI
Notes to Schedule of Expenditures of Federal Awards
Septemher 3G, 2007

BASIS OF PRESENTATION

The accompanying Schedule of Expenditures of Federal Awards (the schedule) has been prepared on the accrual
basis of accounting. The purpose of the schedule is to present a summary of those activities represented by the Town
ot Drew, Mississippi for the year ended September 30, 2007, which have been financed by the U.S. Government
{federal awards). For the purpose of the schedule, federal awards include all federal assistance and procurement
relationships entered into by the Town. It is not intended to and do not present either the financial position or the
changes in fund balances of the Town.

Individual awards within each category of federal awards are identified by CFDA number and program name if the
award is individually significant to the category of award. All other awards are presented in total by funding agency.

REVENUE AND EXPENDITURE RECOGNITION

Revenue §is recognized when reccived or when earned by the Town. Expenditures fer direct costs are recognized as
incurred using the accrual method of accounting and cost aceounting principles contained in the U.S. Office of
Management and Budget (OMB) Circular A-122, Cost Principles for Non-Profit Organizations. Under those
principles, certain types of expenditures are not allowable or are limited as to reimbursement.




TOWN OF DREW
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED SEPTEMBER 30, 2007

SECTION [ - SUMMARY OF AUDITORS’ RESULTS

Financial Statements

Type of anditors’ report issued:

Internal control over financial reporting:
=  Material weakness (¢s) identified?
*  Reportable condition(s) identified that are not considered to be
material weakness?

Noncompliance material to financial statements noted?

Federal Awards
Internal control over major programs:
»  Material weakness(es) identified?
*  Reportable conditions identified that are not considered to be
material weakness(es)?

Type of auditor’s report issued on compliance for major programs:

Audit findings disclosed that are required to be reported in accordance
with Section 510(a) of Circular A-133?

Identification of Major Programs:

CFDA Number Name of Federal Program
14.228 Community Development Grant

14.239 Home Invesiment Partnership Grant (HOME 2005)

Dollar threshold used to distinguish between type A and type B programs

Auditee qualified as low-risk auditee?

SECTION Il - FINANCIAL STATEMENT FINDINGS

Material Weaknesses in Internal Control:

Adverse

Yes

Yes

No
No

Unqualified

No

$300,600

2007-1 Finding: The Town did not adopt Government Accounting Standards Board Statement (GASB) No.

34

The Town did not record, value, nor depreciate its gencral fixed assets (buildings, equipment, infrastructure, etc.);
did not record compensated absence expense; did not accrue the liability for compensated absence; and did not
record an altowance for doubtful utility service accounts, as required by generally accepted accounting principles.
The Town’s records indicate that it consistently does not collect 36% of its utility fees. In addition, the Town has not

presented the management's discussion and analysis as required by GASB 34.



TOWN OF DREW

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED SEPTEMBER 30, 2007

SECTION 11 - FINANCIAL STATEMENT FINDINGS (continued)
2007-2 Finding: Cash representing customer utility deposits was not separated from the Town’s operating
cash — Reportable condition not material to financial statements
The Town did not maintain a scparate bank account for escrowed customer deposits which also requires an interest-
bearing checking account.

SECTION IIT - FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

Federal Award Findings Required to be Reported in Accordance with Generally Accepted Government Aucliting
Standards

None,

SECTION IV - SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS

None.



SUPPLEMENTAL INFORMATION



Charles Buchanan, CPA, PC
Certified Public Accountants
8733 Riverview Blvd, Suite 1
Saint Louis, MO 63147
(888)-809-2720 (Phone)/(888)-8602-6459 (Fax)
charlesbuchanan8@aol.com (Email)

INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE
WIiTH STATE LAWS AND REGULATIONS

Honorable Mayor and Board of Alderman of the
Town of Drew, Mississippi

We have audited the financial statements of the Town of Drew (the Town) as of and for the year ended September
30, 2007. and have issued our report dated February 15, 2008. We issued an adverse opinion in our report on the
governmental activitics, business type activities, cach major fund, and the aggregate remaining funds, because the Town did
not capitalize infrastructure and other capital assets; did not report depreciation expense for those assets over their estimated
usetul lives, and did not report compensated absences, among other omissions. Except as discussed in the preceding sentence,
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.

As required by the state tegal compliance audit program prescribed by the Office of the State Auditor, we have also
performed procedures to test compliance with certain state laws and regulations. However, providing an opinion on
compliance with state laws and regulations was not an objective of our audit and, accordingly, we do nct express
such an opinion.

The results of procedures performed to test compliance with certain other state laws and regulations and our audit of
the financial statements disclosed the following immaterial instances of noncompliance with other state laws and
reguiations. Our findings and recommendations and your responses are as follows:

2007-3 Finding
The Town did not have sufficient unemployment fund balance to cover the 2% limitation required by
Section 7[-5-359, Miss. Code Ann. (1972)

Recommendation
The Town should comply with Section 71-5-359, Miss. Code Ann. (1972), which requires that cash and
investment balances to have sufficient cash to cover 2% of covered wages.

The Office of the State Auditor or a public accounting firm will review, on the subsequent vear’s audit engagement,
the findings in this report to ensure that corrective action has been taken.

This report is intended for the information of the Town’s management and the Office of the State Auditor and is not
intended to be and should not be used by anyone other than these specified partics. However, this report is a matter
of public record and its distribution s not limited.

Chartes Buckanan, 0P, AC

Saint Louis, Missouri
February 13, 2008
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Town of Drew
Schedule of Surety Bonds
September 30, 2007

Expiration
Position Company Date Amount Bond No.
Mayor Western Surety 10/15/08 S 380,000 181377350-0]
Mayor St. Paul Travelers 07/01.09 50,000 104520418
Cily Clerk Western Surety 10/15/08 380,000 18137750-02
104520416-
Aldermen St. Paul Travelers 07/01/09 20,000 104520420
Public Employee Honesty
Blanket Position Bond Western Surety 10/1:08 50,000 68386399

See independent auditor's report and notes o the lnuncial statements
PPage 31




