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INDEPENDENT AUDITORS’ REPORT

July 12,2016

Members of the Board of Supervisors
Harrison County, Mississippi

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the discretely presented
component unit, each major fund, and the aggregate remaining find information of Harrison County, Mississippi,
as of and for the year ended September 30, 2015, and the related notes to the financial statements, which
collectively comprise the County’s basic financial statements as listed in the table of contents,

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of thesc financial statements in accordance
with accounting principles generally accepted in the United States of America; this includes the design,
implementation, and maintenance of internal control relevant to the preparation and fair presentation of financial
statements that are free from material misstatement, whether due to fraud or error.

Auditors’ Respousibility

QOur responsibility is to express optnions on these financial statements based on our audit. We audited the financial
staternents of Harrison County Development Commission and issued our report May 11, 2016, in which we issued
unmodified opinions. Harrison County Development Commission represents 9 percent, 89 percent, and 3 percent, .
respectively, of the assets, net position, and revenues of the governmental activities.

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

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditor’s judgment, including the assessment of the
risks of material misstatement of the financial statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the entity’s preparation and fair presentation of the
financial statements in order to design audit procedures that are appropriate in the circumstances, bul not for the
purpose of expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we express no
such opmion. An audit also includcs evaluating the appropriateness of accounting policies used and the
reasonableness of significant accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.

We believe that the audit evidcnce we have obtained is sufficient and appropriate to provide a basis for our audit
opinions. '



Basis for Qualified Opinion on Governmental Activities and the General Fund

The County did not maintain an accurate aging of fines receivable of the Justice and Circuit Courts. Due to the
lack of an accurate aging of accounts receivable, we were unable to satisfy ourselves as to the fair preseutation of
fines receivable, net, reported on the Statement of Net Position and the General Fund of 36,410,794, as of
September 30, 2015.

Qualified Opinion

In our opiuion, except for the effects of the matter described in the “Basis for Qualified Opinion on Governmental
Activities and the Genera! Fund” paragraph, the financial statements referred to above present fairly, in all
material respects, the financial position of the governmental activities and the General Fund of Harrison County,
Mississippi, and its discretely presented component unit as of September 30, 2015, and the changes in financial
position thereof for the year ended in accordance with accounting principles generally accepted in the United
States of America.

Unmodified Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of County Port Bond and Interest Sinking Fund and the aggregate remaining fund information
of Harrison County, Mississippi, as of September 30, 2015, and the respective changes in financial position,
thereof for the year then ended i accordance with accounting principles generally accepted in the United States of
Ammerica.

Change in Accounting Principles

Management adopted the provisions of the following Govermnmental Accounting Standards Board Statements,
which became effective during the year ended September 30, 2015, and required the restatement of net position as
discussed in Note 11 to the financial statements:

Statcment No. 68 — Accounting and Financial Reporting for Pensions
Statement No. 71 — Pension Transition for Contributions Made Subsequent to the Measurement Date

Our opinion is not modified with respect to this matter.
Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the Management’s
Discussion and Analysis, the Budgetary Comparison Schedule and corresponding notes, the Schedule of the
County’s Proportionate Share of the Net Pension Liability, Schedule of the County’s Contributions, and the
Schedulc of-Funding Progress — Other Postemployment Benefits be presented to supplement the basic financial
statements. Such information, although not a part of the basic financial statements, is required by the
Govemmental Accounting Standards Board who considers it to 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 information 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 because the
limited procedures do not provide us with sufficient evidence to express an opinion or provide any assurance.



Supplementary and Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise Harrison County, Mississippi’s basic financial statements. The accompanying Schedule of Expenditures
of Federal Awards is presented for purposes of additional analysis as required by U.S. Office of Management and
Budget Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations, and is not a required
part of the basic financial statements. Such information is the responsibility of management and was derived from
and relates directly to the underlying accounting and other records used to prepare the basic financial statements.
The Schedule of Expenditures of Federal Awards has been subjected to the auditing procedures applied in the
audit of the basic financial staternents and certain additional procedures, including comparing and reconciling
such information directly to the underlying accounting and other records used to prepare the basic financial
statements or to the financial statements themselves, and other additional procedures in accordance with anditing
standards generally accepted in the United States of America. In our opinion, based on our audit, the procedures
performed as described above, the Schedule of Expenditures of Federal Awards is fairly stated, in all material
respects, in relation to the basic financial statements taken as a whole.

The Schedule of Surety Bonds for County Officials has not been subjected to the auditing, procedures applicd in
the audit of the basic financial statements, and accordingly, we do not express an opinion or provide any assurance
onit.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated July 12, 2016, on our
consideration of Harrison County, Mississippi’s internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts and grant agreements and other matters. The
purpose of that report is to describe the scope of our testing of internal control over financial reporting and
compliance and the results of that testing, and not to provide an opinion on internal control over financial
reporting or on compliance. That report is an integral part of an audit performed in accordance with Government
Auditing Standards in considering Harrison County, Mississippi’s intemal control over financial reporting and
compliance.
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Fan

HARRISON COUNTY, MISSISSIPPI
Management’s Discussion and Analysis
For the Year Ended September 30, 2015

UNAUDITED

INTRODUCTION

The discussion and analysis of Harrison County’s financial performance provides an overall narrative review of
the County’s financial activities for the year ended September 30, 2015. The intent of this discussion and analysis
is to look at the County’s performance as a whole; readers should also review the notes to the basic financial
statements and the financial statements to enhance their understanding of the County’s financial performance.

Harrison County is located on the Mississippi Gulf Coast. According to the United Slates Census Bureau, the
estimated population of Harrison County as of July 1, 2015, is 201,410. The median household income is $42,285
with over 85% of persons 25 years or older holding a high school degree or higher.

FINANCIAL HIGHLIGHTS

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

Harrison County continues to grow both economically and in population. This has allowed the County to maintain
a steady prowth in tax revenues without a significant tax increase. The County government ad valorem tax rate
has increased an average of only less than | mil over the last five years. This does not include School tax
increases. - ,

Total net position decreased $66,382,571, which represents a 101% decrease from the prior fiscal year. The reason
for the large decrease is due to a prior period adjustment of $70,211,719 triggcred by the adoption of
Governmental Auditing Standards Board (GASB) Statement No. 68 — Accounting and Financial Reporting for
Pensions and Statement No. 71 — Pension Transition for Contributions Made Subseguent to the Measurement
Date. The adoption of this standard reduced the net position in fiscal year ended September 30, 2014, from
$65,508,587 to (873,984). The County’s primary govemment’s ending cash balance decreased by $956,535,
which represents a 1.4% decrease from the prior fiscal year,

The County’s primary government had $109,874,396 in total revenues. Tax revenues, including property taxes,
road & bridge texes, taxes in lieu-federal government and gaming taxes account for $66,508,725 or 61% of total
revenues. State and federal revenues in the form of reimbursements, shared revenue, operating and capital grants,
account for $24,037,344 or 22% of total revenues. Charges for services performed by the County account for
$13,553,531 or 12% of total revenues, and interest combined with other miscellaneous revenues account for the
remaining $5,774,796 or 5% of total revenues.

The County had $106,045,248 in tolal primary government expenses, which represents an increase of $3,525,097
or 3.4% increase from the prior fiscal year. Expenses in the amount of $32,469,026 were offset by grants and
charges for services, General revenues of the primary government of $78,698,813 were adequate to provide for
the remainder of the expenses.

Among major funds, the General Fund had $57,292,935 in revenues plus $4,412,090 in transfers in, and
$61,255,146 in expenditures. The General Fund’s fund balance increased $449,879 over the prior year.

Capital assets of the primary government, net of accumulated depreciation, decreased by $1,664,475 due primarily
to additions of capital assets of $4,947,728 and depreciation expense of $6,455,200.
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Long-term debt of the primary government decreased by $7,170,022 which includes payment of bonds, loans and
leases in the amount of $7,262,342, a decrease in compensated absences of $20,303, and amortization of bond
discounts and premiums and deferred amounts of refunding for a net amount of $112,623.

OVERVIEW OF THE FINANCIAL STATEMENTS
This discussion and analysis is intended to serve as an introduction to the County’s basic financial statements. The
County’s basic fmancial statements comprise three components: 1) Government-wide financial statements, 2)
Fund financial statements and 3) Notes to the basic financial statements. Required Supplementary Information is

included in addition to the basic financial statements.

- Figure 1 — Required Components of the County’s Annual Report
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Management’s Basic Financial Required
Discussion and Statements Supplementary
Analysis Information
-------------------- | | T,
Government- Fund Financial Notes to the
Wide Financial Statements Financial
Statements Statements

Summary ﬁ Detail

Figure 1 shows how required parts of this annual report are arranged and relate to one another.
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Figure 2 summarizes the major features of the County’s financial statements, including the portion of the
County’s government they cover and the types of information they contain. The remainder of this section of

Management’s Discussion and Analysis explains the structure and content of each of the statements.

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

Government-
Wide Financial Fond Financizl Statements
Statements
Governmental Proprietary Fiduciary
Funds Funds Funds
Scope Entire County Al activities of the Activities of the The County is the
government County that are not County thal nperate trustee or agent for
(exeept fiduciary business-type or similar to private someone else’s
funds) and fiduciary in nature businesses resources
component units
Requn:ed ® Statementnof | ® Balance sheet ® Statement of net ® Statement of
£';:::::L net position ® Statement of position ﬂdlfc_inry net
® Statement of revenues, ® Statement of position
activities expenditures revenues, ® Statement of
and changes in expenses and changes in net
fund balances changes in net position
: assets
® Statement of cash
flows
Accounting Accrual Modified accrual Accrual accounting Accrual acconating
basis and acconnting and accounting and and ecoaomic and economic
measurement economic current financial resources focus resources focus
focus resources focus rescurces focus
Type of asset, All assets, Only nssets and All assets, deferred All assets, deferred
deferred deferred deferred outflows outflows, linbilities, nutflows, liabilities,
outflow, nutflows, expected to be used and deferred inflows, and deferred inflows,
linbility, liabilities, and up and liabilities and both finaocial and hoth short and long
deferred deferred inflows, | deferred inflows that capital, and short and term
inflow both financial come due during the long term
informatiou and capital and year or soon
short apd long | thereafter; no capital
term assets included
Type of All revennes and | Revenues for which All revennes and All revennes and
inflow/ expenses during cash is received expenses during year, expenses during
nontflow year, regardiess | during or soon after regardless-of when year, regardless of
information of when cash is the end of the year; cash is received or when cash is
received or paid expenditures when paid received or paid
goods or services are
received and
payment is due
during the year or
soon thereafter
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Government-wide Financial Statements. The govemment-wide financial statements are designed to provide
readers with a broad overview of the County finances, in a manner similar to private-sector businesses.

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

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

Both of these government-wide financial statements distinguish functions of the County that arc principally
supported by taxes and intergovernmental revenues {governmental activities). The governmcntal activities of the
County include general government; public safety; public works (roads and bridges); health and welfare, culture
and recreation; conservation of natural resources; economic development and assistance; and interest on long-term
debt.

Component units are included in our basic financial statements and consist of legally separate entities for which
the County is financially accountable and that have substantially the same board as the County or provide services
entirely to the County, The blended component units which are included in the County’s primary government are
as fotlows: :

¢ Harrison County Emergency Communications Comrmission
The County has the following discretely presented component unit:
s Harrison County Development Commission

This discretely presented component unit is reported in a separate column in the combined financial statements to
emphasize that it is legally separate from the primary government.

The Government-wide Financial Statements can be found on pages 17-19 of this report.

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

Governmental funds are used to account for essentially the same functions reported as governmental activities in
the govermment-wide financial statements. However, unlike the government-wide financial statements,
governmental funds financial statements focus on near-term inflows and outflows of spendable resources, as well
as on balances of spendable resources available at the end of the fiscal year. Such information may be useful in
evaluating a county’s near-term financing requirements. Governmental funds include the general, special revenue,
debt service, and capital projects funds.
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Because the focus of governmental funds is narrower than that of the government-wide financial statements, it ts
useful to compare the information presented for governmental funds with similar information presented for
governmental activities in the government-wide financial statements. By doing so, readers may better understand
the long-term impact of the government’s near-term financing decisions. Both the “Governmental Funds Balance
Sheet” and the “Governmental Funds Statement of Revenues, Expenditures, and Changes in Fund Balances”
provide a reconciliation to facilitate this comparison between governmental funds and governmental activities.
These reconciliations are on pages 21 and 23 respectively.

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

The basic governmental funds financial statements can be found on pages 20 and 22, respectively.

Propriectary funds are maintained two ways. Enterprise funds are used to report the same functions presented as
business-type activities in the government-wide financial statement. The County does not have enterprise funds.
Internal service funds are an accounting device used to accurnulate and allocate costs intermally among the
County's various functions. The County uses intemal service funds to account for its Self-Insurance Fund.
Because these services predominantly benefit governmental rather than busincss-type functions, they have been
ineluded within governmental activities in the government-wide financial statements.

The County’s intemal service funds are combined into a single, aggregated presentation in the proprietary funds
financial statements. The proprietary funds financial statements can be found on pages 24-26 of this report.

Fiduciary funds are used to account for resources held for the benefit of parties outside the County government.
Fiduciary funds are not reflected in the government-wide financial statements because the resources of those
funds are not available to support the County’s own programs. The accrual basis of accounting is used for
fiduciary funds. The County is responsible for ensuring that the assets reported in these funds are used for their
intended purposes. The County’s fiduciary aetivities are presented in a separate Statement of Fiduciary Assets and
Liabilities, which can be found on page 27 of this report.

Notes to the financial statements provide additional information that is essential to a full understanding of the
data provided in the government-wide and fund financial statements. The notes can be found on pages 28-62 of
this report.

In addition to the basic financial stateinents and accompanying notes, this report also presents Required
Supplementary Information coneerning the County’s budget process and pension standards.

The County adopts an annual operating budget for all governmental funds. A budgetary comparison statement has
been provided for the General Fund. This required supplementary information starts on page 63 of this report.

Additionally, a schedule of expenditures of fedcral awards is required by OMB Cir. A-133 and can be found on
pages 71-73 of this report.
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GOVERNMENT-WIDE FINANCIAL ANALYSIS

Net Position — Net position may serve over time as a useful indicator of a govemment’s financial position. In the
case of Harrison County, liabilities and deferred inflows exceeded assets and deferred outflows by $873,984 asof
September 30, 2015.

By far, the largest portion of the County’s net position $75,982,380 reflects its investment in capital assets (e.g.
roads, bridges, land, buildings, mobile equipment, fumniture & equipment, leased property under capital lease and
construction in progress) less refated outstanding debt used to acquire such assets. The County uses these capital
assets to provide services to its citizens.

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

GASB 68 was implemented in fiscal year 2015. Prior year amounts in the following tables were not restated to
reflect the implementation of GASB 68. In addition prior year amounts have been adjusted to show the
reclassification of Other Post Employment Benefit Obligation from curent liabilities to other noncurrent
liabilities. The following table presents a summary of the County’s net position for the fiscal year ended
September 30, 2015.

Tabie I
HARRISON COUNTY, MISSISSIPPT
Condensed Statement of Nel Position
September 30, 2015 and 2014

Primary Govemment
Govemmental Activities
2015 2014
Assets
Current assets b3 133893930 % 133,572,102
Capital assets, net 162,147,038 163,811,513
Total Assels 256,040,563 297,383,615
Deferred Outflow of Respurces 40229338 23,785,902
Liabifities
Current liabilities 10,071,929 17,562,929
Long-term debt cutstanding 165,705,839 165,870,272
Other noncurrent liabilities 80,392,501 1,316,346
Total Linbilities 256,170,669 184,749,547
Deferred Inflow of Resources 80,973,621 70,911,383
Net Position
Net mvesimenl in capital assets 75,982,380 67,758,363
Restricted ¥ 53,295,932 54,002,981
Uurcsiricted (130,156,296) {56,252,757)
Total Net Position 5 (87398 $% 65,508,587
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Additional information on unrestricted net position:

In comnection with the implantation of new standards on accounting and financial reporting for pensions,
management presents the following additional information:

Total unrestricted net posilion (deficit) $  (130,156,296)
Less unrestricted deficit in net position resulting from

recognition of GASB 68 &71 72,288,525
Unrestricted net position, exclusive of the net pension liability effect b (57,867,771)

The following are significant current year transactions that have had an impact on the Statement of Net Position.

The Board of Supervisors used accumulated cash balances to avoid tax increases.

$7,262,342 of long-term debt principal was retired, excluding compensating abscnces,

Capital assets increased by $4,947,728 primarily from construction in process.

The implementation of GASB 68 and 7] resulted in the recognition of 2 net pension liability in the
amount of $78,835,943.

Changes in Net Position — Harrison County’s total revenues in the primary government for the fiscal year ended
September 30, 2015 were $109,874,396. The total cost for all services provided by the primary government was
$106,045,248. The increase in net position was $3,829,148. The following table presents a summary of the
changes in net position for the fiscal year ended September 30, 2015.

Table 2
HARRISON COUNTY, MISSISSIPPI
Condensed Statement of Activities
For Year Ended September 30, 2015 and 2014

2015 2014
Revenues -
Charges for services b3 13,553531 % 9,747,168
Operation grants and contributions 11,366,290 10,274,952
Capital grants and contributions 6,255,762 8,981,527
General revenues 78,698,813 79,007,261
Total Revenues 109,874,396 108,010,908
Program Expenses
General govemment ' 32,469,026 28,491 381
Public safcly 32,617,691 32,877,380
Public works 22,789,161 9,214,611
Healih and welfare 4,897,309 4,597,849
Culture and recreation 2974435 2,650,423
Conservation ofnatural resources 212,549 114,776
Economic development and assistance 1,871,498 5,126,422
Interest on long-termdebt 8,213,179 9,447,309
Toral Expenses 106,045,248 102,520,151
Change in Net Position 3,829,148 5,490,757
Beginning Net Position, as previously reported 65,508,587 60,017,830
N Prior pedod adjustment (70211,719) -
Beginning Net Position, restated (4,703,132) 60,017,830
Ending Net Position b3 (873,984) $ 65,508,587
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WHERE THE COUNTY GETS ITS REVENUE
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Governmental Activities — The following table presents the cost of seven major functional activities of the

* County: General Govermnment, -Public Safety, Public Works, Health & Welfare, Culture and Recreation,

Conservation of Natural Resources, Economie Development & Assistance, and Interest on Long-term Debit.

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

Total Costs Net Costs
Primary Govermmental Activities:

General Government $ 32,465,026 $ (25,422 564)
Public Safety 32,617,691 (17,847,262)
Public Works 22,789,161 (15,781,455)
Health and Welfare 4,897,309 (4,213,332)
Cuiture and Recreation 2,974,435 (1,899,413)
Conservation of Natural Resources 212,949 147310

Economic Development and Assistance 1,871,498 (1,635,770
Interest on Long-term Debt 8,213,179 {8,213,179)

FINANCIAL ANALYSIS OF THE COUNTY'S FUNDS

Governmental funds — At the close of the fiscal year, Harrison County’s governmental funds rcported a combined
fund balance of $68,572,451, a decrease of $201,521. The primary reasons for this decrease are highlighted in the
analysis of governmental activities. In addition, others factors that affected ending fund balance include a decrease
in intergovernmental revenues due to the completion of several on-going construction projccts funded by capital
grants. However, this decrease was offset by revenues received from thc British Petroleum Qit Spili settlement
received during the fiscal year.

The General Fund is the principal operating fund of the County. The increase in the fund balanee of the General
Fund for the fiscal year was $449,879. This increase was primarily due to additional funds recejved from
Judgements recovered.

BUDGETARY HIGHLIGHTS OF MAJOR FUNDS

Over the course of the year, Harrison County revised its annual operating budget on several occasions. Significant
budget amendments are explained as follows:

¢ Amendments were made to correct the estimated beginning fund balances made in the original budget to
actual beginning fund balances on October 1.

e Budgeted revenue from intergovernmental revenues and charges for services were amended to account for
increase in funding from grants and expected revenues increases for charges.

+ Budgeted expenditures for general government expenditures were increased due increases caused by
unforeseen circumstances.

Even with these adjustments, actual disbursements were below fina] budget amowunts by $4,235,057.

A schedule showing the original and final budget amounts compared to the County's actual financial activity for
the General Fund is provided in this report as required supplementary information.
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HARRISON COUNTY, MISSISSIPPI

Management’s Discussion and Analysis

For the Year Ended September 30, 2015
UNAUDITED

CAPITAL ASSETS AND DEBT ADMINISTRATION

Capital Assets — As of September 30, 2015, Harrison County’s total capital assets was $309,402,054. This
includes roads, brdges, other infrastructure, land, buildings, mobile equipment, furniture and equipment, leased
property under capital lease and construetion in progress. This amount represents an increase of $3,661,256 from
the previous ycar of $305,740,798. The majodty of this increase is due to additional capital assets purchased and
constructed of $4,947,728 and the deletion of $1,286,472 of obsolete equipment.

Total accumulated depreciation as of September 30, 2015, was $147,255,016, including $6,455,200 of
depreciation expense for the year. The balance in total net capital assets was $162,147,038 at year-end.

Additional information on Harrison County’s capital assets can be found in note 7 on page 40 of this report.

Debt Administration — At September 30, 2015, Harrison County had $161,298,741 in long-term debt
outstanding, nct of discounts and premiums. There is also a deferred outflow associated with long-term debt in the
amount of $1,868,097. This includes general obligation bonds, revenue bonds, and obligations under capital lease,
Of this debt, $8,093,476 is due within one year.

Included in long-term non-capital debt is $2,539,001 in compensated absences. This amount decreased $20,303
from the pror year amount of $2,559,304.

Harrison County maintains an AA- bond mating from Standard and Poors. The State of Mississippi limits the
amount of debt a county can issue to generally 15% of total assessed value. The County’s outstanding debt
associated with this limitation is $159,165,000 or 7.9% of total assessed value.

Additional information on Harrison County’s long-term debt can be found in note 12 on page 51 of this report.

CURRENT AND FUTURE ITEMS OF IMPACT

There is currently a major industry that plans to invest not less than $68,000,000 and create 700 full-time jobs by
no later than December 31, 2020, and with increases to 1,000 full-time jobs by December 31, 2025. While they
have been given tax exemptions for County taxes, they will begin paying school taxes and there will be new jobs
available to bring more people to the County. This provides for an increase in assessed values on the tax rolls and
more revenue to the County.

Harrison County has an unemployment rate of 5.8% versus 6.8% a year ago. This compares favorably with the
state average rate of 6.6%.

CONTACTING THE COUNTY’S FINANCIAL MANAGEMENT
Questions about this report or requests for additional financial information may be addressed to:
Jennifer Bell, Comptroller
Harrison County, Mississippi

P.O. Drawer CC
Gulfport, MS 39502
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HARRISON COUNTY, MISSISSIPPI
Statement of Net Positon
September 30, 2015

ASSETS
Cash
Investments
Accrued mnterest receivable
Property tax receivable
Premium receivable
Fines receivable (net of allowance for
uncollectible of $24,395,335)
Loans receivable
Intergovemnmental receivables
Other receivables
Land inventory
Prepaid expenses
Restricted asgets:
Cash
Land and constraction in progress
Other capital assets, net

Total Assets

DEFERRED OUTFLOWS OF RESOURCES

Deferred amounts on bond refunding
Deferred effective interest rale swaps
Deferred amounts op pension

Totz] Deferred Outflows of Resonrces

The notes to the financial statements are an inlegral part of this stalement
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Exhibit |
Primary Government Compenent Unit
Harrison County
Governmental Development
Activities Commission
b3 69,188 847 4,082,607
- 3,659 200
3,889 -
50,990,710 -
1,662,625 -
6,410,794 -
330286 -
4,381,522 97,686
723,552 83,227
- 9,520,208
151,705 16,228
- 20,264
18,1233 6,324,266
144,023 815 5,398,496
266,040,968 29,207,182
1,868,097 -
28,58),837 -
9,779.404 164,941
40,229 338 164,941




HARRISON COUNTY, MISSISSIPPI
Statemenl of Nel Position
September 30, 2015

LIABILITIES

Cleims payable

Wages payable

Claims and judgments payable

Retainage payable

Due to other governmenis

Accrued inerest payable

Unearned revenue

Payable from restricted assets:
Custorner depogits

Long-ierm liabilities

Onher Postemploymenl benefit obligatioo

Net pension liability

Due within one year:
Capiwal debt
Noo-capital debt

Dwe in more than ene year:
Capilal debt
Non-capital debl

Total Liabilities

DEFERRED INFLOWS OF RESOURCES

Hedging derivative instruments
Deferred property tax revenue
Deferred amounts on pension

Total Deterred Inflows of Resources

NET FOSITION
Net investment in capital assets
Restricted:
Nonexpendable
Expendable
General government
Debt service
Public safety
Public works
Health and welfare
Conservation of natural resources
Economic development
Capital projects
Unrestricled
Total Nel Position

Primary Government

Exhibit 1

Component Unit

Harrison Counly

(Governmenial Development

Activities Commission
5432804 235,389
1,842,060 -
1,662,625 -
133,979 ' -
83364 327
472,747 7171
444 350 6,432
- 20,008
1,556,958 -
78,835,943 920,680
8,035,822 85,554
57,654 23,827
78,983,582 440,760
78,628,781 23,674
256,170,669 1,763,822
28,581,837 .
49,159,798 -
3,231,985 25,565
80,973,621 25,565
75,982,380 11,196,448
302,620 -
3,096,908 -
24,301,858 -
9,500,502 .
10,816,696 -
189,465 -
2912 -
347,645 .
4,741,326 -
(130,15_6,296) 16,386,288
3 {873984) 5§ 27,582,736

The notes to the Anancial stalements are an integral part of this stalement.
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HARRISON COUNTY, MISSISSIPPI
Balance Sheet - Governmenta! Funds
September 30, 2015

ASSETS
Cash
Accrued interest receivable
Property tax receivable
Fines receiveble (net of allowance for
uncollectible of $ 27,652,712)
Loans receivable
Intergovernmental receivables
Onher receivable
ne from cther funds

Tolal Assets

LIABILITIES AND FUND BALANCES
Liabilities:

Clams payable

Wages payable

Retainage payable

Intergovernmental payables

Due to other funds

Unearned revenue

Total Liabilities

DEFERRED INFLOWS OF RESQURCES
Deferred property tax revenue
Deferred court fine revenue
Total deferred inlows of resources

Find balances:
Nenspendable:
Loans receivable
Unemployment escrow
Restricted for:
Debt service
Capital projecis
Committed to:
Public safety
Public works
Heal th &nd wel fare
Conservation of natural resources
Economic development
Assigned to:
General government
Unassigned
Tolal Fund Balances
Total Liabililies, Deferred Inflows of Resources
and Fund Balances

Exhibit 3
Major Funds
County Port Other Tolal
(General Bond & Interest Governmental Governmenial
Fund Sinking Fund Funds " Funds

$ 17,257,106 3 8112366 § 43819375 % 69,188,847
278 534 3,077 3,889
35,439,789 - 15,550,921 50,990,710
6,410,794 - . 6,410,794
318,158 - 62,128 180,286
1,753,026 52,853 2,535,643 4,381,522
2,345 - 721,207 723,552

- 5,037,640 - 5,037,640
61,181,496 13,243,393 62,692,351 137,117,240
3,977,824 - 1,454,980 5,432,804
1,448,885 . 393,175 1,842 060

- - 133979 133,979

465,479 - 4,655,525 5,121,004

. - - 444,350 444,350
5,892,188 - 7,082,009 12,974,197
33,608,877 - 15,550,921 49.159,798
6,410,794 - - 6,410,794
40,019,671 - 15,550,921 55,570,592
318,158 - 62,128 180,286
- 88,787 88,787

- 13,243,393 11,531,210 24,774,603
- - 4,741,326 4,741,326

- - 9,500,502 9,500,502

- . 10,816,696 10,816,696

- - 189,465 189,465

- - 2912 2912

- - 29,487 29,487

- - 3,096,908 3,096,908
14,951,479 - - 14951479
15,269,637 13,243,393 40,059,421 68,572,451
3 6L181,496 3 13,243,393 § 62,692,351 § 137,117,240

The notes lo the financial slatemenls are an inlegral part of this statement.
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HARRISON COUNTY, MISSISSIPPI
Reconciliation of Governmental Funds Balance Sheet to the Stalement of Net Position
September 30, 2015

Total funds balance - Governmental Funds

Amounts reported for governmental activities in the staternent of net position are different because;

Capital assets are used in governmental activities and are not financial resources and, therefore,
are not reported in the funds, net of accumulated depreciation of $147,255,016.

Other long-tern 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 pedod and, therefore, are not
reported in the funds.

Other postemployment benefits are not due and payable in the current period &nd, therefore, are
not reported in the funds.

Net pension obligations are not due and payable in the current period and, therefore, are not
reported in the funds.

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

Deferred outflows and mflows of rescurces related to pensions are applicable to future periods
and, therefore, are not reported in the funds:

Deferred outflows of resources related lo pensions
Deferred inflows of resources related to pensions

Deterred intlows or determed outtlows frem Lhe changes 1n fair value ¢n hedging denvative
instrumenls are not due and payable in the current period and, therefore, not reported in the
funds.

Deferred effective interest rale swaps - ontflows
Derivative hedging instruments

Prepaid items, such as prepaid insurance, ar¢ accounted for as expenditures in the period of
acquisition end, therefore are not reported in the funds.

Total Net Position - Governmental Activitics

The notes to the financial statements are an integral part of this statement.
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Exhibit 3-1

§ 68,572,451

162,147,038

6,410,794

(163,837,742)

(1,556,958)

(78,835,943)

(472,747)

9,779,404

(3,231,986) 6,547,418

28,581,837

(28,581,837) -

151,705

5  (873,984)



HARRISON COUNTY, MISSISSIPPI
Siaternent of Revenues, Expenditures and Changes in Fund Balances - Governmental Funds
For the Year Ended Seplember 30,2015 Extibitd
Major Funds
County Porl Other Toral
General Bond & Interest - Governmenlal Governmentat
Fund Sinking Fund Funds Funds
REVENUES
Property taxes B § 40485470 % - 3 17650866 3 58,136,330
Road ard bridge privilege taxes - - 2,313,130 2,313,130
Licenses, commissions and other revenue 3,517,518 - - 3,517,518
Fines and forfeitures 1,388,308 - 397,657 1,785,965
Intergavernmental revenues 8,176,328 2,120,330 17,524,157 28 220 815
Charges tor services : 2,511,380 - 4,370,954 6,882374
Interesl income 66,428 8,794 45411 121,633
Miscellaneous revenues 1,147,503 - 4.432 580 5,580,083
Total Revenues 57,292,935 2,129,124 47,135,785 106,557,848
EXPENDITURES
Current:
General govemment 27,140,851 - 1,837,376 28,978,227
Public safety 25,456,032 - 4,814,041 30,270,073
Public works 49,847 - 23,583,652 23,613,539
Health and welfare 4,339,122 - 373,920 4,713,042
Culture and recreation 2,374 442 - 500,162 2,874,604
Conservation of natural resources 137,808 - 65,108 202,916
Economic development and assistance 876,740 - 1,207,622 2,084,362
Debt service:
Principal 568,798 357,668 6,315,876 7,262 342
Interest 106,706 247,065 7,550,207 8,103573
Other debt service costs 4,800 - 1,109,935 1,114 735
Tolal Expenditures 61,255,146 604,733 47377939 109,237,818
Excess of Revenues over/{under) Expenditures {3,962,211) 1,524 391 {242,150} (2,679,570
OTHER FINANCING SOURCES (USES) .
Judgments recovered - - 2,478 44% 2478 449
Transfers in 4,412,090 - - 4412 090
Transfers owt - {1,000,000) (3,412 090) (4,412 090)
Total Other Financing Sources and Uses 4,412,050 { 1,000,000} {933,641) 2 478 449
Net Changes in Fund Balances 449,879 524 391 {1,175,791) (201,521)
Fund Balances - Beginmng 14,819,758 12,719,002 41,235212 68,773,972
Furx Balances - Ending 5 15269637 § 13,243,393  § 40059421 § 68,572,451

The notes o the financial statements are an inlegrat part of this siatement.
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HARRISON COUNTY, MISSISSIPP]

Reconciliation of the Staternent of Revenues, Expenditures

and Changes in Fund Balances of Governmental Funds to the Stalemenl of Activities
For the Year Ended September 30, 2015

Net changes in find balances -governmental funds

Amounis reported for governmental activities in the statement of activities are different because:

Governmental funds repori capital outlays as expenditures. However, in the statement of activities the cosl
of those assets is allocated over their estimated useful lives and reporied as depreciation expense. Thus,
the change in net position differs from the change in fund balances by the amount that capita! outlays of
$4,947,728 were exceeded by depreciation of $6,455,200 in the currenl pericd.

In the Statement of Activities, only gains and losses ffom the sale of capital assets are reported, whereas in
the Governmental Funds, proceeds from the sale of capital assets increase financial resources. Thus, the
change in nel positioo differs from the change in fund balances by the emount of the netloss of $157,003.

Fine revenne recognized on the modified accrual basis in the funds during the current yeer is reduced
because prior year recognition would have been required on the Statement of Activities using the full
accrual basis of accounling,

Debt proceeds provide current financial resources to Governmeota! Funds, bur issuing debt increases long:
term linbilities in the Stalemen! of Net Positioh. Repayment of debt principal is an expenditure in the
Governmental Funds, but the repayment reduces long-term lirbilities i the Statemment of Net Position.
Thus, the change in net position differs from the change in fund balances by the amount that debt
repaymenls of 37,262,342 exceeded debt proceeds of 30.

Under the modified accrual basis of accounting used in the Goverrmmental Funds, expenditures are not
recognized for transsctions that are not cormally paid with expendable aveilable Ainancial resources,
However, 10 the Stalement of Activilies, which is presenled on the accrual basis, expenses and liabilities
are reporied regardless of when financiat 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 sccrues. Thus, the
change in net position differs from the change in find balances by a combination of he following iwms:

locrease in amortization of premivm

Increase in amortization of discount

Increase in deferred amoums on refinding
Decrease in compensaled absences

Incresse in other post employmenl benefits payable
Decrease in accrued interest payahle

Pension expense and other retared activity do not require the use of cwrenl francial resources, and
therefore, are oot reported as expenditures in governmental! fimds.

Peusion expense
Coniributions after the measurement dale

Prepaid ikems, such as prepaid insurance, are sccounted for as expenditures in the period of acquisition
end, therefore, are not reponted us such in the funds.

Change in net position of governmental activities

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

23

Exhibit 4-1

(201,521}

(1.507.472)

(157,00%)

838,099

7,262,342

175,503
(24,216
(263,910)
20,303
(240,612)
3,420

(3,233,195)
1,156,390

1,020

§

3,829,148




HARRISON COUNTY, MISSISSIPPI
Statement of Net Position - Proprietary Fund

September 30, 2015 Exhibit 5
Governmental
Activities
Self-Insurance
Internal Service
Fund
ASSETS
Premiums receivable 3 1,662,625
Total Assets 1,662,625
LIABILITIES
Cash Overdraft 229,172
Claims and judgments payable 1,433,453
Total Liabilities 1,662,625
NET POSITION
Restricted for health insurance 3 -

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

Statement of Revenues, Expenses and Changes in
Net Position - Proprietary Fund

For the Year Ended September 30, 2015

OPERATING REVENUES
Premiums
Total Revenues

OPERATING EXPENSES
Claims payments
Administrative

Total Expenses

Changes in Net Position

Net Position - Beginning
Net Position -~ Ending

The notes to the financial statements are an integral part of this statement.
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Exhibit 6

Governmental
Activities

Self-Insurance
Internal Service
Fund

5 8,817,717

8,817,717

8,121,856
695,861

8,817,717




HARRISON COUNTY, MISSISSIPPI
Staternent of Cash Flows - Proprietary Fund
For the Year Ended September 30, 2015

Cash Flows from Operating Activities -
Receipts for premiums
Payments for claims
Payments to administrator for services
Nct Cash Used in Operating Activities

Net Decrease in Cash and Cash Equivalcnts

Cash and Cash Equivalents at Beginning of Year

Cash and Cash Equivalents (Overdraft) at End of Year
Operating income (loss)

{Increase) in premiwm receivable

Increase in claims and judgments liability
Total adjustments

The notes to the financial statements are an integral part of this statement.
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Exhibit 7

Governmental
Activities

Self-Insurance
Internal Service
Fund

$ 7,615,086
(7,445,324)
(649,323)

(479,561)

(479,561)

250,389

$ (229,172)

[ -
(1,202,631)
723,070

5 (479,561)




HARRISON COUNTY, MISSISSIPPI
Statement of Fiduciary Assets and Liabilities

September 30, 2015 Exhibit 8
Apency
Funds
ASSETS
Cash h) 3,160,490
Accrued interest receivable 112
Due from other funds 90,864
Total Assets 3,251,466
LIABILITIES
Intergovernmental payables 43,308
Due to other funds 7,500
Amnounts held in custody for others 3,200,658
Total Liabilities $ 3,251,466

The notes to the financial statements arc an integral part of this staternent.
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HARRISON COUNTY, MISSISSIPPI
Notes to the Financial Statements
For the Year Ended Seplember 30, 2015

Summary of Significant Accounting Policies

A,

Financial Reporting Entity

Harrison 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 Harrison County to present these financial statements on the
primary government and its component units which have significant operational or financial
relationships with the County.

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

. Justice Court Clerk

. Purchase Clerk

. Tax Assessor

. Tax Collector

. Sherift

Component Units

Blended Component Unit

Certain component 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
governmen!. The following component unit balances and transactions are blended with the
balances and transactions of the primary government.

Harrison County Emergency Communications Commission was formed in 1984 along with the
Harrison County Emergency Communications District. The Commission’s purpose is to govern
the affairs of the Emergency Communications District and to develop and implement a
countywide interoperable public safety communications system for city and county public safety
agencies in Harrison County.

Discretely Presented Component Unit

The component unit column in the financial statements includes the financial data of the
following component unit of the County. It is reported in a separate column to emphasize that it is
legally separate from the County.

Harrison County Development Commission was created in 1958 to engage in promoling,
developing, constructing, maintaining, and operating harbors, seaports, and industrial parks and
developing commercial, industrial and manufacturing enterprises for the encouragement . of
employment within the boundaries of Harrison County, Mississippi. Harrison County appoints
five of the twelve commissioners of the component unit. The separately issued financial
statements of the Commission can be oblained by calling {228) 896-5020.
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HARRISON COUNTY, MISSISSIPPI
Notes to the Financial Statements
For the Year Ended September 30, 2015

Summary of Significant Accounting Policies (Continued)

C.

Basis of Presentation

The County’s basic financial statements consist of government-wide statements, inciuding a
Statement of Net Position and a Statement of Activities and fund financial statements and
accompanying note disclosures which provide a detailed level of financial information.

Government-wide Financial Staternents:

The Statement of Net Position and Statemnent of Activities display information concemning the
County as a whole. The statements include all nonfiduciary acttvities of the primary government
and eomponent 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 primary government is reported separately from
its legally separate component unit for which the primary government is financially accountable.

The Statement of Net Position presents the financial condition of the governmental activities of
the County and its component unit at year-end. The Government-wide Statemenl of Activities
presents a comparison between direct expenses and program revenues for each function or
program of the County’s governmental activities and its component unit. Direct expenses are
those that are specifically associated with a service, program or department and therefore, are

‘clearly identifiablc to a particular function. Program revenues include eharges paid by the

recipient of the goods or services offered by the program, grants and contributions that are
restricted to meeting the operational or capital requirements of a particular program. Taxes and
other revenues not classificd as program rcvenues are presented as peneral revenues of the
County, with certain limited exccptions. Intermal service fund balances have been eliminated
against the expenses and program revenue. The comparson of direct expenses with program
revenues identifies the extent to which each governmental function is self-financing or draws
from the general revenues of the County.

Fund Financial Statements:

Fund financial statements of the County are organized into funds, each of which is considered to
be separate aceounting entities. Each fund is accountcd for by providing a separate set of sclf-
balancing accounts that constitute its assets, liabilities, fund equity, revenues and expenditures.
Funds are organized into govcmmental, proprietary and fiductary. Major individual
Governmental Funds are reported as separate columns in the fund financial statements. Nonmajor
funds are aggregated and presented in a single column as Other Governmental Funds.

Measurement Focus and Basis of Accounting

The Government-wide, Proprietary Fund and Fiduciary Funds (exeluding agency funds) finaneial
statements are presented using the economic resources measurement focus and the accrual basis
of accounting. Revenues are recognized when earned and expenses are recorded when the liability
is incurred or economic asset used, regardless of when the related cash flows take place. Property
taxes are recognized as revenue in the year for which they are levied. Shared revenues are
recognized when the provider govemment recognizes the liability to the County. Grants are
recognized as revenues as soon as all eligibility requirements have been satisfied. Agency funds
have no measurement focus, but use the accrual basis of accounting.
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Summary of Significant Accounting Policies (Continued)

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

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

The County reporis the following major Governmenta! Funds:

General Fund - This fund is used to account for all activities of the general government for which
a separate fund has nnt been established.

County Port Bond and Interest Sinking Fund— This fund, along with others, is used to account for
the County’s revenues and expenditures restricted, committed or assigned to the repayment of the
County’s port principal, interest and other debt related costs.

Additionally, the County reperts the following fund types:
GOYERNMENTAL FUND TYPES

Special Revenue Funds - These funds are used to account for and report the proceeds of specific
revenue sources that are restricted or committed to expenditure for specified purposes other than
debt service or capital projects.

Debt Service Funds - These funds are used to account for and report financial resources that are
restricted, committed, or assigned to expenditure for principal and interest.

Capita! Projects Funds - These funds are used to account for and report financial resources that
are restricted, committcd, or assigned to expenditure for capital outlays, including the acquisition
or construction of capital facilities and other capital assets.

PROPRIETARY FUND TYPE

Internal Service Funds - These funds are used to account for those operations that provide
services to other departments or agencies of the government, or to other goverruments, on a cost-
reimbursement basis. The County’s internal service fund reports on self~insurance programs for
employce medical benefits.
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Notes to the Financial Statements
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Summary of Significant Accounting Policies (Continued)

FIDUCIARY FUND TYPE

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

Account Classifications

The account classifications used in the financial statements conform to the broad classifications
recommended in Governmental Accounting, Auditing and Financial Reporting as issued in 2012
by the Govemment Finance OfFicers Association.

Deposits and Investments

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

Cash includes cash on hand, demand deposits, and all certificates of deposit and cash equivalents,
which are short-term highly liguid investments that are readily convertible to cash (generally three
months or less). Investments in governmental securities are stated at fair value. However, the
County did not invest in any governmental securities during the fiscal year.

Receivables
Receivables are reported net of allowances for uncollectible accounts, where applicable.
Interfund Transactions and Balances

Transactions between funds that are representative of short-term lending/bormowing 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 arc eliminated in the Statement of Net Position.

Prepaid Items

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

Restricted Assets

Proprietary Fund and component unit assets required to be held and/or used as specificd in bond
indenturcs, bond resolutinns, trustee agreements, board resolutions and donor specifications have
been reported as restrieted assets. When both restricted and nonrestricted assets are available for
use, the policy is to use restricted assets first.
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Summary of Significant Accounting Policies (Continued)
Capital Assets

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

Capitalization thresholds (dollar value above which asset acquisitions are added to the capital
asset accounts) and estimated useful lives are used to report capital assets in the government-wide
statements. Depreciation is calculated 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:

Capitalization Estimated

Thresholds Useful Life
Land L) 0 N/A

Infrastructure 0 20-50 years ¢

Buildings 50,000 40 years
Improvements other than buildings 25,000 20 years
Mobile equipment 5,000 5-10 years
Fumniture and equipment 5,000 3-7 years
L] L]

Leased property under capital leases

* Leased property capitalization policy and estimated useful life will correspond with the amounts
for the asset classification, as listed above.

Deferred Outflows/Inflows of Resources

In addition fo assets, the staternent of financial position will sometimes report a separate section
for deferred outflows of resources. This separate financial statement element, deferred outflows of
resources, represents a consumption of net position that applies to a future period(s) and so will
not be recognized as an outflow of resources (expenditure) until then,

Deferred amount on rcfunding — For current refunding’s and advance refunding’s resulting in
defeasance of debt reported by governmental activities, business type activitics, and proprietary
funds, the difference between reacquisition price and the net carrying amount of the old debt is
reported as a deferred outflow of resources or a deferred inflow of resources and recognized as a
component of interest expense in a systematic and rational manner over the remaining life of the
old debt or the life of the new debt, whichever is shorter.
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Summary of Significant Accounting Policies (Continued)

Deferred effcctive interest rate swaps — Interest rate swaps are a type of derivative agreement to
exchange future cash flows that has a variable payment based on an underlying interest rate or
index on certain outstanding bond issues of the County. Inereases or decreases in the fair value of
the effective swaps are -recognized as deferred outflows or inflows in the statement of financial
position.

Deferred outflows related to pensions — This amount represents the County’s proportionate share
of the deferred outflows of resources reported by the pension plan in which the County
participates. See Note 11 for additional details.

In addition to liabilities, the statement of financial position will sometimes report a separate
section for deferred inflows of resources. This separate financial statement element, deferred
inflows of resourees, represents an acquisition of net position that applies to a future period(s) and
so will not be recognized as an inflow of resources {revenue) until that time.

Hedging derivative instruments — Derivative instruments are associated with a hedgeable item,
such as bonded debt, and are used to significantly reduce financial risk by substantially offsetting
changes in cash flows or fair values of the bonded debt. Increases or decreased in the fair value of
hedging derivative instruments are recognized as deferred outflows or inflows in the statement of
financial position.

Propmx'tax for future reporting period/unavailable revenue — property taxes - Deferred inflows

of resources should be reported when resources associated with imposed nonexehange revenue
transactions are received or reported as a receivable before the period for which property taxes are
levied.

Unavailable revenue — fines — When an asset is reeorded in the governmental fund financial
statements but the revenue is not available, the government should report a deferred inflow of
resources until such time as the revenue becomes available,

Deferred inflows related to pensions — This amount represents the County’s proportionate share of
the deferred inflows of resources reéported by the pension plan in which the County participates,
See Note 11 for additional details.

Pensions

For purposes of measuring the net pension liability, deferred outflows of resources and deferred
inflows of resources related to pensions, and pension expense, information about the fiduciary net
position of the Public Employees’ Retirement System of Mississippi {PERS) and additions
to/deductions from PERS’ fiduciary net position have been determined on the same basis as they
are reported by PERS. For this purpose, benefit payments (ineluding refunds of employee
contributions) are recognized when due and payable in accordance with the benefit terms.
{nvestments are reported at fair valne.

Long-term Liabilities

Long-term liabilities are the unmatured principal of bonds, loans, notes or other forms of
noncurrent or long-term general obligation indebtedness. Long-term liabilities are not limited to
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Summary of Significant Accounting Policies (Continued)

|
liabilities from debt issuances, but may also include liabilities on lease-purchase agreements and
other commitments, In the government-wide financial statements, long-term debt and other long-
term obligations are reported as liabilities in the governmental activities Statement of Net
Position.

Derivatives

The County uses interest rate swaps, which are recorded based on criteria set forth m GASB 53,
to manage net exposure to interest rate changes related to its borrowings and to lower its overall
borrowing costs. The derivative instruments are recorded as eithcer deferred outflows or inflows of
resources in the Statement of Net Position at fair value. -

Gains and losses resulting from terminations of swaps, when they occur, are recognized as a
component of other financing sources and uses in the accompanying Staternents of Revenues,
Expenditures and Changes in Fund Balances - Governmental Funds. Increases or decreases in the
fair value of effective swaps are recognized as deferred effective interest rate swap inflows or
outflows in the accompanying Statement of Net Position. {Gains and losses resulting from changes
in the fair value of ineffective swaps are recognized as an investment income in the
accompanying Statemnent of Activities.

Equity Classifications
Government-wide Financial Statements:

Equity is classified as Net Position for the primary government and its discretely presented
component unit and is displayed in the following three components:

Net investment in capital assets - Consists of capital assets including restricted capital assets, net
of accumulated depreeiation and reduced by the outstanding balances of any bonds, noics or other
borrowings attributable to the acquisition, construction or improvement of those assets.

Restricted net position - Consists of net position with eonstraints placed on the use either by
cxternal groups such as creditors, grantors, contributors, or laws and regulations of other
governments; or law through constitutional provisions or enabling legislation.

Unrestricted nct position - All other net position not meeting the definition of “restricted” or *“net
investment in capital assets.” N

Net Position Flow Assumption:

When an expense is incurred for purposes for which both restricted and unrestricted (committed,
assigned or unassigned) resources are available, it is the County’s general policy to use restricted
resources first.

When expenses are incurred for purposes for which unrestricted (committed, assigned, and
unassigned) resources are available, and amounts in any of these unrestricted classifications could
be used, it is the County’s general policy to spend committed resources first, followed by assigned
amounts, and then unassigned amounts.
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Summary of Signifieant Accounting Policies (Continued)

Fund Financial Statements:

Fund balances for governmental funds are reported in classifications that comprise a hierarchy
based primarily on the extent to which the government is bound to honor constraints on the
specific purposes for which amounts in those funds can be spent.

Government fund balance is elassified as nonspendable, restricted, committed, or unassigned. The
following are descriptions of fund classifications used by the County:

Nonspendable fund balance includes amounts that cannot be spent. This includes amounts that are
either not in a spendable form (inventories, prepaid amounts, long-term portion of loans/notes
receivable, or property held for resale unless the proceeds from the collection of those receivables
or from the sale of those properties are restricted, committed or assigned) or amounts that are
legally or contractually required to be maintzined intact, such as a principal balance of a
permanent fund. As of September 30, 2015, the County has a Nonspendable fund balance in the
amount of $469,073, consisting of an unemployment escrow and loans receivable.

Restricted fund balance includes amounts that have constraints placed upon the use of the
resources either by an external party or imposed by law through a constitutional provision or
enabling legislation.

Committed fund balance includes amounts that can be used only for specific purposes pursuant to
constraints imposed by a formal action of the Board of Supervisors, the County’s highest level of
decision-making authority. This formal action is an order of the Board of Supervisors as approved
in the board minutes.

Assigned fund balance includes amounts that are constrained by the County’s intent to be used for
a specific purpose, but are neither restricted nor committed. For governmental funds, other than
the General Fund, this is the residual amount within the fund that is not classified as nonspendable
and is neither restricted nor committed. Assignments of fund balance are created by the County’s
management pursuant to board policy.

Unassigned fund balance is the residual classification for the geperal fund. This classification
represents fund balance that has not been assigned to other funds and that has not been restricted,
commnitted or assigned to specific purposes within the General Fund. The General Fund should be
the only fund that reports a positive unassigned fund balance amount. In other governmental
funds if expenditures incurred for specific purposes exceeded the amounts restricted, committed
or assigned to those purposes, it may be necessary to report a negative unassigned fund balance.

When expenditure is incurred for purposes for which both restricted and unrestricted (committed,
assigned or unassigned) resources are available, it is the County’s general policy to use restricted
resources first.

When expenditures arc incurred for purposes for which unrestricted (committed, assigned and
unassigned) resources are available, and amounts in any of these unrestricted classifications could
be used, it is the County’s general policy to spend committed resources first, followed by assigned
amounts, and then unassigned amounts.
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Summary of Significant Accounting Policies (Continued)

Q.

Property Tax Revenues

Numerous statutes exist under which the Board of Supervisors may levy property taxes. The
selection of authorities is made based on the objectives and responsibilities of the County.
Restrictions associated with property tax levies vary with the statutory authority. The amount of
increase in certain property taxes is limited by state law. Generally, this restriction provides that
these tax levies shall produce no more than 110% of the amount which resulted from the
assessments of the previous year.

The Board of Supervisors, each year at a meeling in September, levies property taxes for the
ensuing fiseal year which begins on October t. 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 both real and personal property, however, are due on or before February | of the next
succeeding year. Taxes on motor vehieles and mobile homes beeome a lien and are due in the
month that coincides with the month of original purchase.

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

Intergovernmental Revenues in Governmental Funds

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

Compensated Absences

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

Changes in Accounting Standards

The County implemented the following standards issued by the Governmental Accounting
Standards Board {(GASB) in the current fiscal vear as required: GASB Statement No. 68,
Accounting and Financial Reporting for Pensions — an amendment of GASB Statement No. 27;
GASB Statement No. 69, Government Combinations and Disposal of Government Operations;
GASB Statement No. 70, Accounting and Financial Reporting for Non-exchange Financial
Guaramees; and GASB Statement No. 71, Pension Transition jfor Contributions Made
Subsequent to the Measurement Date — an amendment of GASB Statement No. 68. The provisions
of these standards have been incorporated into the financial statements and notes.
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Summaery of Significant Accounting Policies {Continued)

In 2015, GASB issued Statement No. 72 — Fair Value Measurement and Application and
Statement No. 76, The Hierarchy of Generally Accepted Accounting Principles for State and
Local Governments. These statements are effective for financial statements for periods beginning
after June {5, 2015. Management is currently evaluating the impact of the adoption of these
statements on the County’s financial statements.

Prior Period Adjustments/Restatement

A summary of the significant fund equity adjustment is as follows:

Exhibit 2 — Statement of Activities-Primary Government

Explanation
Implementation of GASB Statement No. 68 and 71:
Net pension liability (measurement date) $ (61,904,662)
Deferred outflows from amounts on pensions 965,695
Deferred inflows from amounts on pensions (10,409,883)
Contributions made subsequent to the measurement
date (July 1, 2014 - Sept. 30, 2014) 1,137,131
Total prior period adjustments $ (70,211,719)

Deposits and Investments

The carrying amount of the County’s total deposits with financial mstitutions at September 30,
2015, for the primary government — governmental activities was $69,188,847 and the agency
funds was $3,160,490 and the bank balance was $79,107,487. 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 govemned 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 eollateral against those deposits. In the event of failure of a financial
institution, securities pledged by that institution would be liquidated by the State Treasurer to
replace the public deposits not covered by the Federal Deposit Insurance Corporation (FDIC).

The carrying amount of the discretely presented component unit’s, Harrison County Development
Commission, total deposits with financial institutions at September 30, 2015, was $4,102,871, and
the bank was $4,135,919, of which all was insured or collateralized. The funds are collateralized
under the same program as the County’s funds abovc.

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

The County had no investments at the fiscal year-end. At September 30, 2015, the diseretely
presented component unit held the following certificates of deposit with original maturity dates of

longer than three months:
Balance Balence
Cctaober 1, September 30,
2014 Additions M aturities 2015
Governmental Activities
Peoples Bank .20% interest,
matures Novemnber 18, 2014 5 1,564,643 $ - £1,564,643 $ -
Charter Bank .33% interest,
matures November 25, 2014 1,000,000 - 1,000,000 -
Charter Bank .47% interest,
matures January 27, 2015 2,362,387 - 2,362,387 -
Charter Bank .57% interest,
matures November 25, 2016 - 1,005,300 - 1,005,300
Charter Bank .50% interest,
malures Jenuary 27, 2016 - 2,362,387 - 2,362,387
Tota 4,927.030 3,367,687 4,927,030 3,367,687
Business-type Activities
Charler Bank .57% interest,
matures July 20, 2015 289,857 1,656 291,513 -
Charter Bank .50% interest,
matures July 20, 2016 - 291,513 - 291,513
289,857 293,169 291,513 291,513
Total Component Unlt $ 5216,887 $3,660,856 §$5,218,543 $  3,659200

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

Credit Risk - State law limits investments to those authorized by Sections 19-9-29 and 91-13-8,
Miss. Code Ann. (1972). The County does not have a formal investment policy that would further
limit its investments choice or onc that address credit risk. Credit risk can be measured by actual
market value exposure or theoretical exposure.
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HARRISON COUNTY, MISSISSIPPI
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Interfund Transactions and Balances

The following is a summary of interfund balanrces at September 30, 2015:

Due From/To Other Funds:

Recetvable Fund Payable Fund Amount
County Port Bond & Interest Sinking Fund General Fund $ 374615
County Port Bond & Interest Sinking Fund Other Governmental Funds 4,655,525
County Port Bond & Interest Sinking Fund Agency Fund 7,500
Agency Fund General Fund 90,864
Total $ 5,128,504

The recetvables represent the tax revenue collected but not settled until October, 2015, along with
temporary cash loans for grants receivable. All interfund balances are expected to be repaid
within one year from the date of the financial statements.

Transfers In/Out:

Transfer In Transfer Out Amount

General Fund County Port Bond & Interest Sinking Fund $ 1,000,000

General Fund Other Governmental Funds 3,412,090
$ 441209

The principal purpose of interfund transfers was to provide funds for grant matches or to provide
funds to pay for capital outlay or debt service. All interfund transfers were routine and consistent

with the activities of the fund making the transfer.

Intergovernmental Receivables

Intergovernmental recetvables for the governmental activities at Septernber 30, 2015, consisted of

the following:

Description Amount

Govermnmental Activities:
Legislative tax credit § 121,730
Occupancy tax 323,870
Seawall tax 278,559
Gaming 395,031
Community Development Block grant 143,080
Coastal Impact Assistance grants 441,245
State and community public safety grants 86,795
Federal Emergency Management Agency grants 1,171,054
Health and Welfare grants ’ 156,444
Environmental Quality grants 30,234
Development Infrastructure grant [53,549
Tidelands grants 79,887

Total Governmental Activities
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(6) Loans Receivable

Loans receivable for balances for governmental activities at September 30, 2015, are as follows:

Date of Interest Maturity Receivable
Description of Loan Loan Rate Date Balance
West Harrison Water and Sewer 2/1/1998 N/A NA 3 15,000
Harrison County Development Commission 12/1/2000 3.00%  11/1/2020 159,079
Harrison County Development Commission 12/1/2000 3.00% 11/1/2020 159,079
East Central Harrison County Public Utility District 5/1/2009 6.00% 57172024 47,128
Total $ 380,286

(7y  Capital Assets

The following is a summary of capital assets activity for the year ended September 30, 2015:

Balance Balance
QOct.1, 2014 Additions Deletions Sept. 30, 2015
Notrdepreeiable capital assets:
Land $ 7260839 3 19,900 % - 3§ 7280739
Construction in progress 928,769 3.958.768 2398053 10,842 484
Total non-depreciable eapital assets 16,542,608 3.978.668 2,398,053 18123273
Depreciable capital assets:
Buildings 95,178,635 1,105,351 - 96,283,986
Improvements other than buidings 46,096,930 1,257329 - 47,354,259
Mobile equipment 27,654,687 654,878 1,176,083 27,133,482
Furniture & equipment 4,085,464 349,555 104,812 4,330,207
Infrastructure 114,559,421 - - 114,559,421
Leased property under capital leases 1,623,053 - 5.577 1,617476
Total depreciable capital assets 289,198,190 3.367.113 1.286.472 291,278,831
Less accurnulated depreciation for:
Buildngs 22,993,463 1,921,844 - 24915307
Improvements other than buildings 23,096,512 1,522,024 - 24,618,536
Mobile equipment 21,936,385 1,255421 1,019,235 22,172,571
Other furniture & equipment 2,860,529 501,057 108,226 3,253,360
Infrastructure 70,496,645 1,019,674 - 71,516,319
Leased property under eapital leases 545,751 235,180 2,008 778,923
Total accumulated depreciation 141,929,285 6.455200 1,129.469 147255016
Total depreciable capital assets, net 147.268.905 (3.088.087) 157,003 144,023 815
Governmental activities capital assets, net $ 1638113513 § 800381 $ 2533056 $ 162147038
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Capital Assets (Continued)

Depreciation expense was charged to the following funetions:

General government $ 1,725,202
Public safety 2,023,102
Public works 2,389,205
Health & welfare 95975
Culture and recreation 168,530
Conservation of natural resources . 5468
Economic Development 47,718

Total governmenta! activities depreciation expense $ 6455200

Commitments with respect to unfinished capital projects at September 30, 2015, consisted of the
following:

Remaining
Financial Expected date of
Project Description Commitment completion
Canal Road Sewer 3 22041  Jume 2016
Pmeville Community Sewer Collection System 4,169,834  September 2016
Tuxachanie Sewer Collection System 423067  June 2016
Miscellaneous improvement projects 126384  Various

As of September 30, 2015, the County had the following commitments:

On October 1, 1999, the Harrison County Board of Supervisors entered into a pledge agreement
with the City of Biloxi fo finance the City’s Tax Increment Limited Obligation Bonds. The bonds
were issued for a traffic flow and thoroughfare improvement plan project. The County pledged to
provide annual payments equal to the lesser of (a) $1,200,000 per year or (b) one-half the debt
service on the City’s Tax Increment Limited Obligation Bonds. The County’s payments are paid
annually from the revenues generated by tax increment financing.

On September 8, 1998, the Harrison County Board of Supervisors entered into a tax pledge
agreement with the City of D’Iberville to finance the City’s Tax Increment Limited Obligation
Bonds for the purpose of financing the City’s Interstate 110/Interstate 10 capital improvement
project in the amount of $1,135,000. The County pledged an amount sufficient to pay the
principal and interest on the bond issue.

The agreement was amended on July 7, 2003, to include the addition of $3,200,000 in bonds. The
County pledged an amount sufficient to pay the principal and interest on $1,000,000 of the
additional bonds. The County’s payments are paid annually from the revenues generated by tax
inerement financing. '
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HARRISON COUNTY, MISSISSIPPI
Notes to the Financial Statements
For the Year Ended September 30, 2015

Capital Assets (Continued)

On March 10, 2008, the Harrison County Board of Supervisors entered into a tax pledge
agreement with the City of D’Iberville to finance the City’s Tax Increment Limited Obligation
Bonds for the purpose of construction, operation, maintenance, and funding of public
infrastructure improvements related to the Gulf Coast Promenade Project in the amount of
$13,250,000. The 2008 bonds were refunded on January 15, 2013, for $11,000,000 and have =
varying interest rate of 2.0-4.75% with principal maturing April 2033. The principal and interest
on the tax increment financing bond is paid from the increase in sales tax revenue that is
generated from the developed area by the City. The County’s payments are paid annuaily from
the revenues generated by tax increment financing.

Below is the schedule of Capital Assets for Harrison County Development Commission (A
Component Unit of Harrison County, Mississippi) for the year ended September 30, 2015:

Governmental activities
Non-depreciable capital assets:
Land
Construction in progress
Total non-deprecieble capital assets

Depreciable capitsl assets:
Buildings and improvements
Infrastructure
Meachinery and equipment

Total deprecizble capital assets

Less accumulated depreciation for:
Buildings and Improvements
Infrastructure
Mechinery and equipment

Total accumulated depreciation

Totaf depreciable capital assets, net

Governmental activities capital assets, net

Business-type activities
Depreciable capital assets:
Water and sewer treatrnent plant
Machinery and equipment
Total depreciable capital assets

Less accurnulated depreciation for:
Water and sewer treatment plant
Machinery and equipment

Totaf accumnulated depreciation

Business-type activities capital assets, net

Balance Balance
Qct. 1, 2014 Additions Deletions Sepi. 30, 2015
5 709,430 5 - 5 - 5 709,430
3,056,088 2,558,747 - 5,614,835
3,765,518 2,558,747 R 324,265
3,906,996 - - 3,906,996
4,132,766 - - 4,132,766
259,121 ___ - (29,738) 229383
8,298,883 - (29,738) 8,269,145
(1,171,610) (84,159) - (1,255,769)
(2,314,428) (130,186) - {2,444,614)
{198,714) (23,327) 29,738 (192,303)
(3,684,752) (237,672) 29,738 {3,892,686)
4,614,131 (237,672 " - 4,376,459
$ 8,379,649 $ 2321075 % - $ 10,700,724
e
$ 1,743,875 5 - 5 - 5 1,743,875
39,309 - - 39,309
1,783,184 - - 1,783,184
{680,036) (52,635) - (732.671)
(26,785) (1,690) - (28,475)
(706,821) (54,325) " (761,146)
$ 1,076,363 5 (54,325) 5 - 5 1,022,038
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HARRISON COUNTY, MISSISSIPPI
Notes to the Financial Statements
For the Year Ended September 30, 2015

Capital Assets (Continued)

Depreciation expense was charged to functions/programs of the primary government as follows:

Governmental activities:

Economic development 5 237,672
Business-type aetivities:
Water and sewer 54325

Claims and Judgments

Risk Financing

The County finances its exposure to risk of loss related to workers' eompensation for injuries to
its employees through the Mississippi Public Enlity 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 thal 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 eatastrophic reinsurance coverage for
statutory limits above the pool’s retention, provided by Safety National Casualty Corporation,
effective from January 1, 2015, to January !, 2016. The pool may make an overall supplemental
assessment or declare a refund depending on the loss experience of all the entities it insures.

The County is exposed to risk of loss relating to employee health, accident and dental coverage,
Beginning in 2002 and pursuant lo Section 25-15-101, Miss. Code Ann. (1972), the County
established a risk management fund (included as an Intemal Service Fund) to account for and
finance its uninsured risk of loss, Under the plan, amounts payable to the risk management fund
are based on actuarial estimalies. Each employee pays a portion of his’‘her premium through a
payroll deduction. Harrison County pays the remaining portion of the premium on a single
coverage policy for its respective employees. Employees desiring additional and/or dependent
coverage pay the additional premium through a payroll deduction. Premium payments to the risk
management fund are determined on an actuarial basis. The County has minimum uninsured risk
retention to the extent that actual claims submittcd excecd the predetermined premium. The
County has implemented the following plans to minimize this potential loss:

The County has purchased coinsurance which functions on specific stop loss coverage. This
coverage is purchased from an outside eommercial carrier. For the current fiscal year, the specific
coverage begins when an individual participant’s claim exceeds $250,000.

Claims expenditures and liabilities are reported when it is probablc that a loss has occurred and
the amount of that loss can be reasonably estimated. Liabilities include an amount for claims that
have been incurred but not reported (IBNRs). At September 30, 2015, the amount of this liability
was $1,433,453.
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(8) Claims and Judgments (Continued)
An analysis of claims activities is presented below:
Current Ycar
Claims and Balance at
Beginning of Fiscal Changes in Claim Fiscal Year
Year Liability Estimates Payments End
2012-2013 % 363,842 % 7720414 § 7219250 % 865,006
2103-2014 865,006 6,296,307 6,450,930 710,383
2014-2015 710,383 8,168,394 7,216,152 1,662,625
(9} Capital Leases
The County is obligated for the following eapital assets acquired through capital leases as of
September 30, 2015:
Governmental
Classes of Property Activities
Mobile equipment $ 1,022,550
Furniture and equipment 594,926
Total 1,617,476
Less: accumulated depreciation 778,923
Leased property under capital leases 3 838,553

HARRISON COUNTY, MISSISSIPPIL
Notes to the Finaneial Statements
For the Year Ended September 30, 2015

Rt A 1 L A £ LA UL e

En BE L S TR STV I PR

The following is a sehedule by years of the total payments due as of September 30, 2015:

(Governmental Activitics
Year Ending September 30 Principal Interest
2016 $§ 35082 § 19,271
2017 358,355 11,738
2018 304,526 4,339

$ 1013703 § 35,348

(10} Other Postemployment Benefits

Plan Description

The Harrison County Board of Supervisors administers the County’s health insurance plan which
is authorized by Sections 25-15-101 et scq., Mississippi Code Ann. {1972). The County’s health
insurance plan may be amended by the Harrison County Board of Supervisors. The County
purchases health insurance coverage from a commercial insurance company and offers health
insurance benefit coverage through the County’s health insurance plan (the Plan). Since retirees
may obtain health insurance by participating in a group with active cmployces and consequently
receive a health insurance premium rate differential, the County has a postemployment healthcare
benefit reportablc under GASB Staternent 45 as a single cmployer defined benefit health care
plan. Effective October [, 2008, the County implcmentcd GASB Stalement 45 prospectively,
which requires reporting on an accruat basis the liability associated with other postemployment
benefits. The County docs not issue a publically available report for the Plan.
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Other Postemployment Benefits (Continued)

HARRISON COUNTY, MISSISSIPPI
Notes to the Financial Statements
For the Year Ended September 30, 2015

Funding Policy

Employees’ premiums are funded by the County with additional funding provided by retired
employees and by active employees for spouse and dependent medical coverage. The Plan is
financed on a pay-as-you-go basis. The Board of Supervisors, acting in conjunction with the
comunercial insurance company, has the sole authority for setting health insurance premivms for
the County’s health insurance plan.

Per Section 25-15-103, Mississippi Code Ann. (1972), any retired employee electing to purchase
retiree health insurance mnust pay the full cost of the insurance premivm monthly to the County.
For the year ended September 30, 20135, retiree premiums range from $486 to $765 depending on
dependent coverage and Medicare eligibility.

Actuarial Valuation

The County’s Health Insurance Plan’s Report of the Actuary on the Other Postemployment
Benefits Valuation was prepared as of Qctoher 1, 2015. The plan has an actvarial valuation
performed bi- annually in order to be in compliance with GASB Statement 45,

Annual OPEB Cost and Net OQPEB Ohligation

The County’s annual QPEB cost is calculated based on the annual required contribution of the
employer (ARC), an amount actuarially determined in accordance with the parameters of GASB
Staternent 45. The ARC was determined assuming the plan would fund the OPEB liability on a
pay-as-you-go basis. The ARC represents a level of funding that, if paid on an ongoing basis, is
projected to cover normal cost each year and amortize any unfunded actuarial liabilities (or
funding excess) over a period not lo exceed 30 years. The current ARC of $287,184 is 1.1 percent
of annual covered payroll.

The following table presents the OPEB cost for the year, the amount contributed and changes in
the OPEB plan for the fiscal year 2015:

Annual required contribution h) 287,184 )
Interest on prior year net OPEB obligation 59236

Adjustment to annual required contribution (66,078)

Annual OPEB cost 280,342

Contributions made 39,730

Increase in net OPEB obligation 240,612

Net OPEB obligation - Beginning of year 1,316,346

Net OPEB obligatior - End of ycar § 1,556,958

The following table provides for the County’s annual OPEB cost, the percentage of annual OPEB
cos! contributed to the plan and the net OPEB obligation for fiseal year 2015:

Anmual OPEB  Percentage  NetOPEB
Cost of Annual Obligation
2015 1280342 14.17% $1,556,958
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(10)  Other Postemployment Benefits (Continued)

Funding Status and Funding Progress

The following table provides funding information for the most recent actuarial valuation date:

Actuarial Valuation Date Qctober 1, 2015
Actuarial Vahie of Plan Assets h) -
Actuarial Accrued Liability (AAL) Entry Age Normal 2,537421
Unfunded AAL (UAAL) 2537421
Funded Ratio 0.0%
Annual Covered Payroll 26,140,655
UAAL as a Percentage of Annual Covered Payroll 9M%

Actuarial valuations of an ongeing plan involve estimates of the value of reported amounts and
assumptions about the probability of occurrence of events far into the fiture. Examples include
assumptions about future employment, mortality, and the healthcare cost trend. Amounts
determined regarding the funded status of the Plan and the annual required contributions of the
employer are subject to continual revision as actval results are compared with past expectations
and new estimates are made about the future. The schedule of funding progress, presented as RSE
following the notes to the financial statements, is designed to present multiyear trend information
about whether the actuarial value of plan assets is increasing or decreasing over time relative to
the actuarial accrued liability for benefits,

Actuarial Methods and Assumptions

Projections of benefits for financial reporting purposes are based on the substantive plan (the plan
as understoed by the employer and plan members) and include the types of benefits provided at
the time of each valuation and the historical pattem of sharing of benefit costs between the
employer and plan member to that point. The actuarial methods and assumptions used include
techniques that are designed to reduce the efforts of short-term volatility in actuarially accrued
liabilities and the actuarial value of assets, consistent with the long-term perspective of the
calculations.

Additional information as of the latest actuarial valuation follows:

Actuarial Vahation Date October 1, 2015 Actuaral assumptions:
Actuarial cost method Entry age normal Investment rate of return* 4.50%
Amortization method Level percentage, closed basis ~ Projected salary increases **  2.00%
Remaming amortization period 30 years Healtheare cost trend rate* 7.00%
Asset valuation method N/A Ultimate trend rate 5.00%
Year of ultimate trend rate 2020
*Includes mflation at 0.00%

**[nchudes wage mflation at 2.00%
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'HARRISON COUNTY, MISSISSIPPI
Notes to the Financial Statements
For the Year Ended September 30, 2015

Defined Benefit Pension Plan

Plan Description. Harrison County, Mississippi and its discretely presented component unit
contributc to the Public Employees’ Retirement System of Mississippi (PERS), a cost-sharing,
multiple-employer, defined benefit pension plan. PERS provides retirement and disability
benefits, annual cost-of-living adjnstments and death benefits to plan members and beneficiaries.
Benefit provisions are established by siatc 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 System, PERS Building, 429 Mississippi Street, Jackson, MS
39201-1005 or by calling 1-800-444-PERS.

Benefits Provided. Membership in PERS is a condition of employment granted upon hiring for
qualifying employees and officials of the State of Mississippi, state universities, community and
junior colleges, and teachers and employees of the public school districts. For those persons
employed by political subdivisions and instrumentalities of the State of Mississippi, membership
is contingent upon approval of the entity’s participation m PERS by the PERS’ Board of Trustees.
If approved, membership for the entity’s employees is a condition of employment and eligibility
is granted to those who qualify upou biring. Participating members who are vested and retire at or
after age 60 or those who retire regardless of age with at least 30 years of creditable serviee (25
ycars of creditable scrvice for employees who became members of PERS before July 1, 2011) are
entitled, upon application, to an annual retirement allowance payable monthly for life in an
amount equal to 2.0 percent of their average compensation for each year of creditable service up
to and including 30 years (25 years for those who became members of PERS before July 1, 201 1),
plus 2.5 percent for each additional year of creditable scrvice with an actuarial reduction in the
benefit for each year of creditablc service below 30 years or the number of ycars in age that the
member is below 65, whichever is lcss. Average compensation is the average of the employee’s
earnings during thc four bighest compensated years of creditable service. Benefits vest upon
completion of eight years of membership service (four ycars of membership scrvice for those who
becarne members of PERS before July 1, 2007). PERS also provides certain death and disability
benefits. A Cost-of-Living Adjustment (COLA) payment is made to cligible retirees and
beneficiaries. The COLA is equal to 3.0 percent of the annual retirement allowance for each full
fiscal year of retirement up to the year in which the retired member reaches age 60 (55 for those
who became members of PERS before July 1, 2011), with 3.0 percent coipounded for each fiscal
year thereafter. Plan provisions are eslablished and may be amended only by the State of
Mississippi Legislature.

Contributions. At September 30, 2015, PERS members were required to contribute 9% of their
annual covered salary, and the employers are required to contribute at an actuarially determined
rate. The employer’s rate at September 30, 2015, was 15.75% of annual covered payroll. The
contribution requirements of PERS members and employers are established and may be amended
only by the State of Mississippi Legislature. The County’s contributions (employer share only) to
PERS in the governmental activities for the ycars ending September 30, 2015, 2014, and 2013,
were $4,996,050, $5,008,708, and $4,585,433 respectively, equal to the required contributions for
each year. The discretely presented componcnt unit’s, the Commission’s, contributions (employer
share only) to PERS in the governmental activities for the years ending September 30, 2015,
2014, and 2013, were $60,862, $45,677, and $46,303, respectivcly, equal to the required
contributions for each year.
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HARRISON COUNTY, MISSISSIPPI
Notes to the Financial Statements
For the Year Ended September 30, 2015

Defined Benefit Pension Plan {Continued)

Pension Liabilities, Pension Expense, Deferred Outflows of Resources and Deferred Inflows of
Resources Related to Pensions

At September 30, 2015, the County and Commission reported a liability of $78,835,943 and
$920,680, respectively, for their proportionate share of the net pension liability in the
governmental activities. The net pension liability was measured as of June 30, 2015, and the total
pension liability used to calculate the nel pension liability was determined by an actuarial
valuation as of that date. Both the County’s and Commission’s proportion of the net pension
liability was based on a projection of their respective long-term share of contributions to the
pension plan relative to projected contributions of all participating entities, actuarially determined.
At June 30, 2015, the County’s proportion was .51 percent, which was a decrease of .01 percent
from its proportion measured as of June 30, 2014, and the Commission’s proportion was .006%,
which was a decrease of 0.001% from its proportion measured at June 30, 2014,

For the year ended September 30, 2015, the County recognized pension expense of $7,098,482.
At September 30, 2015, the County reported deferred outflows of resources and deferred inflows
of resources related to pensions from the following sources:

Deferred Deferred
Ouiflows of Inftows of
Resources Resources
Differences between expected and actual experience $ 618324 $ -
Changes of assumptions 6,791 448 -
Experience loss {gains) 1,213,244 -
Net difference between projected and actual eamings on pension
plan investments (netted with 2014 inflow) - 2,117,408
Changes in proportion and differences between County
contributions and proportionate share of contnbutious - 1,114,577
Counly contributions subsequent to the measurement date 1,156,390 -
Total § 9779406 5 3231985

$1,156,390 reported as deferred outflows of resources related to pensions resulting from County
contributions subsequent to the measurement date will be recognized as a reduction to the net
pension liability in the year ended September 30, 2016. Other amounts reported as deferred
outflows of resources and deferred inflows of resources related to pensions will be recognized in
pension expense as follows:

Year Ending
September 30,
2016 § 1,798,692
2017 1,722.271
2018 716,881
2019 1,153,187
$ 5,391,031
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HARRISON COUNTY, MISSISSIPPI
Notes to the Financial Statements

For the Year Ended September 30, 2015

Defined Benefit Pension Plan (Continued)

For the year ended September 30, 2015, the Commission recognized pension expense of
$105,155. At September 30, 2015, the Commission reported deferred outflows of resources and
deferred inflows of resources related to pensions from the following sources:

Differences between expected and actual experience

Changes of assumptions

Experience loss (gains)

Net difference between projected and actual earnings on pension

plan investments (netted with 2014 inflow)

Changes m proportion and differences betwcen Commission

contributions and proportionate share of contributions

Commission's contributions subsequent to the measurement date
Total

Deferred Deferred
Outflows of Inflows of
Resources Resources
5 7221 h) 78,598

79313 -
14,169 -
- {53,870)
48613 837
15,625 -
5 164,94 | $ 25,565

$15,625 reported as deferred outflows of resources related to pensions resulting frem Commission
contributions subsequent to the measurement date will be recognized as a reduction to the net
pension liability in the year ended September 30, 2016. Other amounts reported as defcrred
outflows of resources and deferred inflows of resources related to pensions will be recognized in

pension expense as follows:

Year Ending
September 30,
2016 b 43,261
2017 42,368
2018 24,655
2019 13,467
b 123,751

Actuarial Assumptions. The total pension liability in the June 30, 2015, actuarial valuation was
determined using the following actuarial assuinptions, applicd to all periods in the measurement:

Inflation 3.5 percent

Salary increases
inflation

Investment rate of retum
inflation

A ssessed property value rale of N/A
increase

4.25-19.50 percent, including

8.00 percent, net of pension plan
investment expcnse, including

Monrtality rates were based on the RP-2014 Healthy Annuitant Blue Collar Table Projected with

Scale BB to 2016, with males rates set forward one year.
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Defined Benefit Pension Plan {Continued)

The actuarial assumptions used in the June 30, 2015, valuation were based on the results of an
actuarial experience study for the period July 1, 2010 to June 30, 2014. The experience report is
dated May 4, 2015.

The long-term expected rate of return on pension plan investments was determined using a log-
normal distribution analysis in which best-estimate ranges of expected future real rates of return
(expected nominal returns, nel of pension plan investment expense and the assumed rate of
inflation) are developed for each major asset class. These ranges are combined to produce the
long-term expecied rate of return by weighting the expected future real raics of return by the
target asset allocation percenlage and by adding expected inflation.

The targel asset allocation and best estimates of arithmetic real rates of return for each major asset
class as of June 30, 2015, are summarized in the following table:

Long-term

Target Expected Real

Asset Class Allocation _ Rate of Return
US Broad 34% 5.20%
International Equity 19% 5.00%
Emerging Markets Equity 8% 5.45%
Fixed Income 20% 0.25%
Real Assets 10% 4.00%
Private Equity 8% 6.15%
Cash 1% -0.50%

100%
—— ]

Discount Rate. The discount rate used to measure the total pension liability was 7.75 percent. The
projection of cash flows used to determine the discount ratc assumed that plan member
contributions will be made at the current eontribution rate (9.00%) and that employer
contributions will be made at the currenl employer contribution rate (15.75%). Based on those
assumptions, the pension plan’s fiduciary net position was projccted to be available 10 make all
projected future benefit paymcnts of current plan members. Therefore, the long-term expected
rate of return on pension plan investmcnts was applied to all periods of projected benefit
payments to determine the total pension liability.

Sensitivity to the County’s and Commission’s Proportionate Share of the Net Pension Liability to
Changes in the Discount Rate. The following presents the County’s and Commission’s

proportionate share of the net pension liability, respectively, calculated using the discount rate of
7.75 percent, as well as what their proportionate share of the nel pension liability would be if it
were calculated using a discount rate that is |-percentage-point lower (6.75 percent) or 1-
percentage-point higher (8.75 percent) than the current rate:

1% Decrease Current Discount 1% Increase
(6.75%) Rate 7.75%) (8.75)
County's proportionate share of PERS § 104,063,445 § 78835943 & 58,026,678
Commission's proportionate share of PERS 15,365,960 920,680 15,550,003

Pension Plan Fiduciary Net Position. Detailed information about the pension plan’s fiduciary net
position is available in the separately issued PERS financial reporl and can be obtained at
WWW.pers.ms.gov.
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Long-term Debi

Debt outstanding for governmental activities as of September 30, 2015, consisted of the

following:
Amount Interest Maturity
Description Qutstanding Rate Dale
A Generat Obligation Bonds
Jail Renovation Series 2007 h 3 695,000 5.90% Oct-17
Special Obligation Refunding Bonds, Series 2008A-1 2,110,000 Variable Oet-17
Spcciaf Obligation Refunding Bonds, Series 2008A-2 “ 27,525,000 Variable QOct-31
Special Obligation Refunding Bonds, Series 2008B 12,890,000 5.-5.5% Cet-31
Special Obligation Refunding Bonds, Series 200BC 3,400,000 4.0-4.75% Oct-17
Spevcial Obligation Refunding Bonds, Series 2008D 23,035,000 3.5-5.0% Oct-28
Special Obligation Refunding Bonds, Series 2010A 30,400,000 5.0-5.25% Jan-34
Special Obligation Refunding Bonds, Series 2010B 40,000,000 Variable Sep-45
Special Obligation Refunding Bonds, Series 2010C 8,050,000 2.0:4.25% Mar-30
Generat Obligation Industrial Development Boad, Seres 2010D 6,500,000 1.75-6.05% Mar-30
General Obligation Refunding Bonds, Series 2010E 1,590,000 3.60% Dec-25
General Obligation Refunding Bonds, Series 20124 1,585,000 2.0-3.0% Apr-18
General Obligetion Refunding Bonds, Series 20128 585,000 1.0-2.125% Apr-18
Total Bonds 3 159,165,000
B. Capital Leases
Hancock Bank copier lease 5 416,916 2.64% Apr-18
Hancock Bank equipment lease 596,787 1.73% Aug-18
Total Capital Leases $ 1,013,703
C. Other Loans
MDB Cap Loan 0303 5 159,079 3.00% Nov-20
MDRE Cap Loan 0304 159,079 3.00% Nov-20-
Total Other Loans § 318158

Annual debt service requirements to maturity for the following debt reported in the Statement of

Net Position are as follows:

General Obligation Bonds

Year Ending September 30 Principal Interest
2016 5 7,685,000 5 6,926,782
2017 7,545,000 6,650,599
2018 7,140,000 6,433,837
2019 7,055,000 6,156,578
2020-2024 15,470,000 26,304,594
2025-2029 36,015,000 18,056,854
2030-2034 18,255,000 11,146,604
2035-2039 15,645,000 7.082,431
2040-2044 19,800,000 3,096,306
2045-2049 4,555,000 51,294
Total 5 159,165,000 5 91,905,879
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Long-term Debt (Continued)

Covernmental Activities:
Compensated absences
Ceneral obligation bonds

Capital le

HARRISON COUNTY, MISSISSIPPI
Notes to the Financial Statements
For the Year Ended September 30, 2015

Other Loans

Year Ending September 30 Principal Interest
2016 L) 57,654 8,896
2017 56,254 7,296
2018 60,854 5,696
2019 62,454 4,096
2020 77,942 1,438

$ 318,158 27,422

The following is a summary of changes in long-term liabilities and obligations for governmental
activities for the year ended September 30, 2015:

ASCs

Other loans
Sab-tolal

Less:

Deferred amounts on

refundings

Diseount
Add:
Premium
Total

Amount
Balance Balance Due Within
Oct 1, 2014 Additions Reductions Sept. 30, 2015 One Year
$ 2559304 5 - b 20,303 £ 2,535,001 Ly -
166,035,000 - 6,870,000 159,165,000 7,685,000
1,349,953 - 336,250 1,013,703 350,82
374,250 - 56,092 318,158 57,654
170,318,507 - 7,282,645 163,035,862 8,093,476
2,132,007 - 263910 1,868,097 -
48,433 - 24,216 24217 -
2,869,697 - 175,503 2,694,154 -
5 171,007,764 5 - 5 7170022 $ 163,837,742 $ B093476

Compensated absences will be paid from the funds from which the employees’ salaries were paid
which are generally the General Fund and Countywide Road Maintenance Fund.

Legal Debt Margin - The amount of debt, excluding specific exempted debt that can be incurred
by the County is limited by state statute. Total outstanding debt during a year can be no greater
than [5% of assessed value of the taxable property within the county, according to the then last
eomplcted assessment for taxation. However, the limitation is increased to 20% whenever County
issues bonds to repair or replace washed out or collapsed bridges on the public roads of the
county, As of September 30, 2015, the amount of outstanding debt was equal to 7.90% of the
latest property assessments.
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Long-term Debt {Continued)

Below is the Long-term Liabilities for Harrison County Development Commission (A
Component Unit of Harrison County, Mississippi) for the year ended September 30, 2015.

Changes in outstanding debt during the year ended September 30, 2015, are as follows:

Balance Principal Balance Amaounl due
October 1, Payments/ September 30, within Twelve
2014 Additions Reductions 2015 Months
MDA-BCP 190210 3 - 5 (27,830) 5 162,380 3 29,114
MDA-BCP 190,211 - (27,330 162,381 29,114
MDA-[nnovation Center 228,083 - (26,530) 201,553 27326
Compensated absences 42,199 5,302 47,501 23827

§ 650,703 5 5302 5 (82190) & _ S5/3.815  § 109381

Mississippi Development Authority
Biloxi Commerce Park Improvement - $1,000,000 (2000)

In February 2000, Harrison County, Mississippi obtained two loans in the amount of $500,000
each bearing 3% interest, through the Mississippi Development Authority (MDA) for
improvements to the Biloxi Commeree Park (BCP). Principal and interest payments are payable
meonthly in the amount of $2,773 on both loans through November 1, 2620. The prineipal and
interest thereon are obligations of the County. However, the Commission provides for
repayment of the loans. The payments are included in "Payments on behalf of other
governments” in the statement of revenues, expenditures, and changes in fund balance.

Imnovation Center -35500,000 (2001)

In November 2001, the City of Biloxi, Mississippi obtained a $500,000 loan, bearing 3%
interest, through thc MDA for construction of an addition to the Innovation Center. Principal and
interest payments are payable annually in the amount of $33,608 through November 1, 2021.
The principal and interest thereon are obligations of the City of Biloxi, Mississippi. However,
the Commisston provides for repayment of the loan. The payments are included in "Payments on
behalf of other governments"” in the statement of revenues, expenditures, and changes in fund
balance.

Maturity Schedule

The following schedule presents the Commission's future commitment to repay the outstanding
debts noted above:

Year Ending Governmental Activities Total

September 30, Principal Interest Requirements
2016 $ 85554 $ 15036 $ 100,590
2017 87,700 12,458 100,158
2018 90,356 9415 99,771
2019 93,092 7,066 100,158
2020 95912 4,248 100,160

2021-2022 73,700 2,950 76,650

$ 526314 $ 51,173 & 577,487
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(13)  Deficit Fund Balances of Individual Funds

The following funds reported deficits in fund balances at September 30, 201 5:

Fund Defit Amount
Federal Grant Fund £ 29480
Drug Court Fupd 31,368
Senior Companion Program Fund 4,523
Worthless Check Division 7,706
Huricane Isaac Fund 434,326
Jail Repair Fund 4,174,091
U. 8. 90 Gateway o I-110 Fund 56,297
Henderson Point Boat Launch Fund 674
Parker's Creek Boat Launch Fund 2,050
Supplemental Beach & Dune Fund 27375

These deficit balances are mainly the result of cost matching and disbursement of loans to other
funds.

(14)  Contingencies

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

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

(15)  No Commitment Debt (Not Included in Financial Statements)

No commitment debt is repaid only by the entities for which the debt was issued and includes
debt that either bears the county's name or for which a moral responsibility may exist that is not
an enforceable promise to pay. No commitment debt 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.

Harrison County and the Mississippi Transportation Commission (Mississippi Department of
Transportation) entered into an Interlocal Cooperative Agreement, dated January 24, 2005 and
amended October 15, 2005 which among other things allowed the County to provide funds
necessary to the Commission (MDOT) for the construction of a Highway Project. The funds come
from the $102,000,000 Mississippi Development Bank Bonds, Series 2005 (Harrison County,
Mississippi Highway Construction Project), $9,490,000 Mississippi Development Bank Special
Obligation Bonds, Series 2009A (Harrison County, Mississippi Highway Construction Project)
and the $63,295,000 Mississippi Development Bank Special Obligation Build America Bonds,
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(15)  No Commitment Debt (Not Included in Financial Statements) (Continued)

Series 20098 (Harrison County, Mississippi Highway Construction Project — Direct Payment —
Federally Taxable) dated August 26, 2009.

In March 2013, Harrison County and the Commission (MDOT) issued Mississippi Development
Bank Special Obligation Refunding Bonds, Series 2013A in an amount not to exceed
$80,000,000, to provide funds to advance refund and defease the outstanding Series 2005 Bonds.
Under the Cooperative Agreement, the Commission (MDOT) agrees to pay to the Trustee
amounts sufficient to pay the principal and interest on the Series 2005 and Series 2009 Bonds.
Nothing in the bonds or any other document executed by the County will obligate the County
financially in any way or be a charge against its general credit or taxing powers.

The total amount outstanding as of September 30, 2015, is as follows:

Amount
Issue Outstanding
Missssippi Development Bank Bonds, Series 20098 $ 63205000
Mississippi Development Bank Bonds, Series 2013A 64,125,000

$§ 127420,000

Harrison County and Seashore Campgrounds Retirement Home, Inc. (Seashore Highlands, Inc.),
a non-profit corporation, have entered into a loan agreement dated December 1, 2011 which
among other things allowed the County to provide fiinds necessary to Seashore Highlands, Inc.
for the acquisition, construction, renovation, restoration and equipping of The Cove. The Cove is
a 50-apartment, traditional style assisted living center and dcemed the Urban Renewal Project.
The funds come from $6,000,000 Hancock Bank Urban Renewal Revenue Bonds, Series 2011
{Seashore Highlands Project Serics 2011) dated December 1, 2011. Under this agreement,
Seashore Highlands, Inc. agrees to pay to the Trustee amounts sufficient to pay the principal and
interest on the Series 2011 Bonds. Nothing in the bonds or any other document executed by the
County will obligate the County fmancially in any way or be a chargc against its general credit or
taxing powcrs. The total amount outstanding as of September 30, 2015, is as follows:

Amount
Issue Outstanding
Urban Renewal Revenue Bonds, Series 2011 $ 5707833

(16) Joint Ventures
The County participates in the following joint ventures:

Harrison County is a participant with the Cities of Gulfport, Biloxi, Pass Christian, D’lberville
and Bay St. Louis in a joint venture, authorized by Section 39-3-8, Miss. Code Ann. (1972}, to
operate Harrison County Library System. The joint venture was created to furnish Harrison
County and the cities within Harrison County with library service and is governed by a board
consisting of five members, with each entity appointing one member. By contractual agreement,
the County’s appropriation to the joint venture was $795,102 in fiscal year 2015. Complete
financial statements for the Harmrison County Lihrary can be obtained from the Gulfport branch
located at 1300 217 Avenue, Gulfport, Mississippi.
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Joint Ventures (Continued)

Harrison County is a partieipant with the Cities of Gulfport, Biloxi, Pass Christian, D’Iberville
and Bay St. Louis in a joint venture, authorized by Section 17-17-307, Miss, Code Ann, (1972), to
operate the Harrison County Wastewater and Solid Waste Management Authority. The joint
venture was ercated to handle and dispose of solid waste within the County and the
aforementioned cities and is governed by a board eonsisting of six members, with each entity
appeinting one member. The County’s appropriation to the joint venture was $1,476,499 in fiscal
year 2015, Complete finaneial statements for the Harrison County Wastewater and Solid Waste
Authority ¢an be obtamed from P.Q. Box 2409, Gulfport Mississippi, 39501.

Harrison County is a participant with the City of Gulfport in a joint venture, authorized by Section
41-13-15, Miss. Code Ann. {1972), to operate the Memorial Hospital at Gulfport. The joint
venture was created to provide medical serviees for the residents of the metropolitan area and is
govemed by a board consisting of five members, with each entity appointing two members and
the fifth member appointed alternately by the City and the County.

While the Hospital is basically self-supporting, the City and the County both approve the budget
and both may issue debt for the hospital. Complete financial statements for the Memorial Hospital
at Gulfport can be obtained from P.O. Box 1810, Gulfport Mississippi, 39501.

Harrison County is a participant with the City of Gulfport and Biloxi in a joint venture, authorized
by Section 61-3-7, Miss. Code Ann. (1972), to operate the Gulfport-Biloxi Regional Airport
Authority. The joint venture was created to provide the Gulfport-Biloxi metropolitan area with air
passenger and air freight facilities and is poverned by a board consisting of three members, with
each entity appointing one member. The Harrison County Board of Supervisors appoints one of
the three members of the commission. The County did not appropriate to the joint venture in
fiscal year 2015. Complete financial statements for the Gulfport-Biloxi Regional Airport
Authority can be obtained from P.O. Box 2127, Gulfport, Mississippi, 39501.

Harrison County is a participant with Hancock and Jackson Counties in a joint venture, created by
Senate House Bill 3225 in 1999, to operate the Mississippi Gulf Coast Regional Convention and
Visitors Bureau. Originally created for the purpose of promoting tourism and conventions within
Harrison County, the Mississippi Legislature enacted House Bill 1716, effective July 1, 2013,
which renamed the Harrison County Tourism Commission the Mississippi Gulf Coast Regional
Convention and Visitors Bureau, which allowed for the promotion of tourism and conventions of
Jackson and Hancock counties. Funding for the Bureau is provided primarily through a hotel tax
levied on rooms within Harrison County. The separately issued financial statements of the
Mississippi Gulf Coast Regional Convention and Visitors Bureau can be obtained by calling
{228) 896-6699.

Jointly Govemed Organizations

The County participates in the following jointly governed organizations:

The Gulf Coast Mental Health and Mental Retardation operates in a district of the counties of
Hancock, Hamrison, Pearl River and Stone. The goveming body is a four-member board of
commissioners, one appointed by the Board of Supervisors of each of the member countics. The
County appropriated §1,180,545 for the support of the agency in fiscal year ending September 30,
2015, '
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Jointly Govermned Qrganizations (Continued)

Southem Mississippi Planning and Development District operates in a district composed of the
counties of Covington, Forres, George, Greene, Hancock, Harrison, Jackson, Jefferson Davis,
Jones, Lamar, Marion, Pearl River, Stone and Wayne. The Harrison County Board of Supervisors
appoints one of the 27 members of the board of directors. The County appropriated $0 for the
support of the agency in the fiscal year ended September 30, 2015,

‘\

Mississippi Gulf Coast Community College operates in a district composed of the Counties of
George, Harrison, Jackson and Stone. The college’s board of trustees is composed of 23
members, three each appointed by George and Stone Counties, eight each appointed by Harrison
and Jackson Counties, and one appointed at large. The County appropriated $7,160,573 for
maintenance and support of the college in fiscal year 2015.

Gulf Regional Planning and Development District operates in a district composed of the Counties
of Hancock, Harrison and Jackson. The governing body is a nine-member board of directors,
three appointed by the Board of Supervisors of each member county. The County appropriated
$21,165 for support of the district in fiscal year 2015.

Gulf Coast Community Action Agency operates in the Counties of George, Greene, Harrison and
Hancock. The agency’s board is composed of 24 members, one each appointed by the Counties of
George, Greene, Harrison and Hancock, and the Cities of Bay St. Lonis, Biloxi, Gulfport and Pass
Christian, with the remaining 16 appointed by the private sector. Most of the entity’s funding
comes through federal grants and the member governments provides only a modest amount of
financial support when the grants require matching funds. The County provided no financial
support in fiscal year 2015.

Mississippi Coast Transportation Authority operates along the Mississippi Gulf Coast. The
authority is composed of the. following six members: Harrison County and the cities of Bay St.
Louis, Biloxi, Gulfport, Ocean Springs and Pass Christian. The authority’s board is composed of
nine members, two each appointed by Harrison County and the Cities of Biloxi and Gulfport and
one each appointed by the Cities of Ocean Springs, Bay St. Louis and Pass Christian. The County
appropriated $243,692 for the support of the agency in the fiscal year ending September 30, 2015.

Harrison-Jackson County Emergency Medical Service District operates in a district composed of
Counties of Harrison and Jackson and the Cities of Biloxi, Gulfport and Qcean Springs. The
district’s board is composed of five members, one each appointed by each government. The
County provided no financial support in fiscal year 2015.

Hamrison County Gulf Coast Business Corporation operates in Harrison County. The
corporation’s board is composed of 36 members, one appointed by the Board of Supervisors and
35 appointed by the chambers of commerce in the County. The County provides no financial

SUpPpOrt,

Mississippi Regional Housing Authority VIII operates in a district composed of the Counties of
Covington, Forrest, George, Greene, Hancock, Harrison, Jackson, Jones, Lamar, Marion, Pearl
River, Perry, Stone and Wayne. The counties generally provide no financial support to the
organization. )
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Derivatives and Interest Rate Swaps

Objectives of hedging derivative instruments. The County has entered into interest rate swaps to
manage interest costs related to long-term debt. The following table summarizes the key terms
and peneral information of the cffective hedging interest mate swaps outstanding as of September

30, 2015:

Notional Effective Maturity Fair
Ilem Type Objective Amounl Dale Date Temns Value
Pay foed Hedge changes Pay 4.365%,
A interestrate incashflowson  § 40,000,000 17272010 14212020  receive 7% of  § (22,878372)
swap Series 2010B LIBOR
Pay foed Hedge changes Pay 2.64%,
B  interestrate in cash flows on 27,525,000 1/1/2010  10V1/2031  receive 0% of (3,050,340}
swap Serics 2008-A2 LIBOR
Pay fixed Hedge changes Pay 4.301%.
C interestrate  in cash-flows on 12,850,000  §049/2008 104172031 receivc variable (2,653,125}
swap Series 2008B rate of LIBOR

On June 26, 2006, the County and the Mississippi Development Bank (eollectively the “County)
executed confirmations with Deutsche Bank AG, New York Branch (the “2006 Counterparty™), in
connection with the execution of an ISDA Master Agreement and documents dated and executed
on February 28, 2008 and revised January 20, 2010 in connection therewith (collectively, the
“2006 GO Bonds Swap Agreement™) in order to hedge the interest rate risk associaled with a
certain outstanding obligation of the County. The 2006 GO Bonds Swap Agreement was
delivered in conjunction with, and together with the Confirmations thereto, as described below:

568,000,000 Mississippi Development Bank Special Obligation Bonds, Series 2005 (MS Bond
Program — Harrison County, Mississippi General Obligation Coliseum/Convention Center
Expanston and Refunding Project), dated Fehruary 2, 2005 (the “February 2005 Bonds”) as
refunded by the $30,400,000 Mississippi Development Bank Refunding Bonds Series 2010A

(Harrison County, Mississippi General Ohligation Coliseum and Convention Center Refunding
Bonds), dated January 28, 2010 issued conmtemporaneously with $40,000,000 Mississippi
Development Bank Variable Rate Demand Refunding Bonds, Series 2010B (Harrison County,
Mississippi General Obligation Coliseum and Convention Center Refunding Bonds), dated
January 28, 2010,

On February 28, 2008, the parties to the 2006 GO Bonds Swap Agreement executed a Forward
Starting Confirmation in connection with the February 2005 Bonds (the “February 2005 Bonds
Novated Confirmation”). The February 2005 Bonds Novated Confirmation has an original
notional amount of $68,000,000, which will equal the outstanding principal amount of the
February 2005 Bonds. The notional amount declines as the principal amount of the associated
deht declines. Under the revised February 2005 Bonds Novated Confirmation, which the County
revised in conjunction with the issuance of the Series 2010A Bonds, thc County pays a fixed
payment based on 4.365% and receives a variable paymcnt bascd on USD-LIBOR-BBA
multiplied by seventy percent (70%) on each payment date,
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Derivatives and Interest Rate Swaps (Continued)

On January 20, 2010, the parties to the 2006 Swap Agreement executed a Revised Agreement in
connection with the “February 2005 Bonds Novated Confirmation”, which was executed at the
option of the County to revise Confirmation dated February 28, 2008 between the parties under
the 2006 GO Bonds Swap Agreement concerning the February 2005 Bonds. The February 2005
Bonds Initial Termination Confirmation reflected a negative fair value at the time of revision. A
payment of $8,680,000 would have been owed to the Swap Counterparty had the Swap
Agreement been terminaled rather than amended on the Revised Trade Date. The parties have
mutually agreed to satisfy this payment obligation by making a payment to the Swap
Counterparty in the amount of $3,690,000 and increasing the Fixed Rate payable under the Swap
Agreement to compensate for the remaining portion of the payment (the “Fixed Raie
Adjustment”). This payment was made from a portion of the proceeds of the $30,400,000
Mississippi Development Bank Special Obligation Refunding Bonds, Series 2010A (Harrison
County, Mississippi Coliseum and Convention Center Refunding Project), dated January 20, 2010
(the “Series 2010A Bonds”), which carry coupon rates ranging from 5.0-5.25% to final maturity
on Janvary 1, 2034,

On June 26, 2006, the County and the Mississippi Development Bank (collectively the “County™)
executed confimmations with Deutsche Bank AG, New York Branch (the “2006 Swap
Counterparty™), in connection with the execution of an ISDA Master Agrcement and documents
executed in connection therewith (collectively, the “2006 GO Bonds Swap Agreement”) in order
to hedge the interest rate risk associated with a certain outstanding obligation of the County.

$27,525,000 Mississippi Development Bank Special Obligation Variable Rate Demand
Refunding Bonds, Scrics 2008A-2 (Harrison County, Mississippi Variable Rate General
Obligation Bonds Refunding Project), dated October 23, 2008 (the “2008A-2 Bonds)

On November 25, 2008, the parties to the 2006 GO Bonds Swap Agreement executed a Forward
Starting Confirmation in eonnection with the 2008A-2 Bonds (the “2008A-2 Bonds
Confirmation”). The 2008A-2 Bonds Confirmation has an original notional amount of
$27,525,000, which is equal to the outstanding principal amount of the 2008A-2 Bonds as of the
effective date of October 1, 2010, and terminates October 1, 2031. The notional amount declines
as the principal amount of the associated debt declines. An early termination of this swap
transaction may result in the County making or receiving a termination payment based on the
prevailing market interest rates at the time of such termimation,

On October 7, 2008, the County and Mississippi Development Bank (collectively the “County™)
executed a confirmation with Bank of America, N.A. (the “2008 Swap Counterparty”), in
connection with the execution of an 1SDA Master Agreement an documents executed in
connection therewith (collectively, the “2008 Swap Agreement”) in order to hedge the interest
rate risks with a certain outstanding obligation of the County. The 2008 Swap Agreement was
delivered in conjunction with, and together with the Confirmation thereto, as described below:

$16,365,000 Mississippi Development Bank Taxable Special Obligation Variable Rate Demand
Refunding Bonds, Series 2008B (Harrison County, Mississippi Variable Rate General Obligation
Bonds Refunding Project), dated October 9, 2008 (the “2008 Bonds™) On October 8, 2008, the
parties to the 2008 Swap Agreement executed a Confirmation in connection with the 2008B
Bonds (the “2008B Bonds Confirmation™).
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Derivatives and Interest Rate Swaps (Continued)

The 2008B Bonds Confirmation has an original notional amount of $16,365,000, which is equal
to the outstanding principal amount of the 20088 Bonds as of the effective date of October 9,
2008, and terminates October 1, 203 1. The notional amount declines as the principal amount of
the associated debt declines. As of September 30, 2015, the total outstanding principal balance is
$12,890,000. An early termination of this swap transaction may result in the County making or
receiving a termination payment based on the prevailing market interest rates at the time of such
termination.

Risks Associated with the Swap Agreements:

Interest Rate Risk — Although the interest rate is synthetically fixed, the outstanding
Confirmeations described above under the respective interest rate exchange agreements, interest
payments on the corresponding variable rate bonds subject to each such interest rate exchange
agreement and the net swap payments will vary as interest rate changes.

The County believes, with respect to the transactions described above, that it has substantially
reduced the interest rate risk with respect to the corresponding variable rate bonds by entering into
the interest rate swaps.

Credit Risk — Credit risk can be measured by actual market value exposure or theoretical
exposure. When the fair value of any swap has a positive market value, then the County is
exposed to the actual risk that the counterparty will fulfill its obligations.

As of September 30, 2015, the County has no net exposure to actual credit risk on its derivatives
because the total exposure to each counterparty is a ligbility to the County. The County does not
measure theoretical exposure on its derivative portfolio.

Each swap agreement requires that the counterparties have credit ratings from at least one
nationally recognized statistical rating agency that is within the two highest investment grade
categories, and ratings, which are ohtained from any other nationally recognized statistical rating
agencics shall also be with the three highest grade categories.

All of the swap agreements require that should the mating of the applicable counterparty or of the
entity unconditicnally guaranteeing such counterparty’s obligations fall below the required rating,
that the applicable counterparty transfer the agreement to an entity that meets the required rating.

Each outstanding swap agreement is with a counterparty that met the required rating as of
September 30, 2015.

The table helow shows each counterparty rating as of September 30, 2015:

Counterparty Moody's Rating S&P
Deuwtsche Bank AG A3 BBB+
Bank of America NA Al A
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Basis Risk — The County is exposed to basis risk when the variable payment on its obligations
does not match the variable payment received on its hedges. The February 2008 Novated
Confirmation and the February 2005 Bonds Revised Confirmation under the 2006 GO Bonds
Swap Apreement and the Cenfirmation under the 2006 Swap Apreement expose the County the
basis risk as the relationship between the USD-LIBOR-BBA and the associated variable rate
bonds vary, which changes the synthetic rate on such Bonds.

The other Confirmations under the 2006 GO Bonds Swap Agreement and all the Confirmations
under the 2006 Revenue Bonds Swap Agreement expose the County to basis risk to the extent of
the difference between the BMA Municipal Swap Index and the USSMQI0 Index rate as it
appears on the Bloomberg screen times an applicable percentage. The relationship between these
rates will vary over time and any variation will result in an adjustment to the intended synthetic
‘interest rate. :

Termination Risk — Each Swap Agreement is documented by using International Swap Dealers
Association Master Agreement, which includes standard termination events, such as failure to pay
and bankruptcy. The schedule to each Master Agreement includes additional termination events,
providing that the swaps may be tcrminated if either the County’s or a counterparty’s credit rating
falls below certain levels. The County or the counterparties may terminate a swap agreement if
the other party fails to perform undcr the terms of the contract.

If one or more of the swap agreements is terminated, the related variable ratc Bonds would no
longer be hedged and the County would no longer be effectively paying a synthetic fixed rate
with respect to these Bonds. Also, if at the time of termination a swap has a negative fair value,
the County would incur a loss and would be required to settle with the applicahle counterparty at
the swap’s fair value at the time of termination. If a swap has a positive fair value at the time of
termination, the County would realize a gain that the applicable counterparty would be required to
pay. In either case, the County would increase its interest rate risk because the variable rate bonds
would no longer be hedged.

Marker Access Risk — Market access risk refers to the ability of the County to continue to access
the capital markets. The County is subject to market access risk m the cvent that the credit
enhaneement that is supporting the variable rate bonds cannot be renewed or extended beyond its
original tcrm or if general market conditions disrupt the variable rate markets.

Rollover Risk — Rollover risk exists when a hedge matures prior to the maturity date of the hedged
item. Except as noted below, all Confirmations are for the termn {maturity) of the corresponding
variable rate bonds, and therefore, there is no rollover risk.

The Fcbruary 2005 Bonds Novated Confirmation terminates prior to the maturity date of the
February 2005 Bonds related to such Confirmations.

In the event the February 2005 Bonds Novated Confirmation terminates at the termination datc
thereof, the County would become subject to thc variable interest rates that were previously
hedged to fixcd rates as to the February 2005 Bonds.

Foreign currency risk — All derivatives are denominated in U.S. dollars and therefore, the County
is not exposed to foreign currency risk.
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Subsequent Events

Events that occur after the Statement of Net Position date but before the financial statements are
available to be issued must be evaluated for recognition or disclosure. The effects of subsequent
events that provide evidence about conditions that existed at the Statement of Net Position date
are recognized in the accompanying financial statements. Subsequent events which provide
evidence about conditions that existed after the Statement of Net Position date require disclosure
in the accompanying notes. Management of the County evaluated the activity of the County
through July 12, 2016, (the date the financial statements were available to be issued), and
determined that the following subsequent events have occurred requiring disclosure in the notes to
the financial statements,

Subsequent to September 30, 2015, the County entered into the following commitrments:

In October 2015, the County approved an amended and restated Interlocal Cooperation
Agrecment and an amended and restated Tax Pledge Agreement with the City of Biloxi in
connection with the City’s issuance of its Tax Increment Limited Obligation Refiundmg Bonds,
Series 2016 in the amount equal to the Iessor of $1,200,000 per year or one-half of the annual
debt service of the City’s TIF Bond.

In March 2016, the County authorized the issuance of Mississippi General Obligation Refunding
Bonds, Series 2016, not to cxceed $15,000,000, for the purpose of advance refunding and
defeasing all or a portion of the outstanding $28,000,000 Mississippi Devclopment Bank Special
Obligation Fixed Ratc Refunding Bonds Series 2008D.
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HARRISON COUNTY, MISSISSIPPI
Budgetary Comparison Schedule -
Budget and Actual (Non-GAAP Basis)
General Fund

For the Year Ended September 30, 2015

REVENUES
Property laxes
Licenses, commissions and other revenue
Fines and forfeitures
Intergovernmenial revenues
Charges for services
Inlerest income
Miscellaneous revenues
Total Revenues

EXPENDITURES
Currenl:
General government
Public safety
Public works
Health and welfare
Culture and recreation
Conservation of natural resources
Economic devclopment and assistance
Debi service:
Principal
Interest
Bond issuc costs
Tolal Expenditures

Excess of Revenues over/(under) Expenditures

OTHER FINANCING SOURCLS (USES)
Transfers in
Transfers out

Totat Other Financing Sources and Uscs

Net Changes in Fund Balances

Fund Balances - Beginning
Fund Balances - Ending

Variance with

Aclual Fmal Budget
Original Final {Budgetary Posilive
Budget Budget Basis) {Negative)

19818082 $ 39,987.257 3 19987257 $ -
2,908,700 2,908,700 3,515,225 606,528
1,472,400 1,472,400 1,386,072 {86,328)
7,138,000 7,935,000 8,002,886 67,886
2,179,000 2,409,000 2,482,323 73,323
46,300 46,300 66,460 20,160
529,800 909,800 1,229,132 319,332
54,092,282 55,668,457 56,669,155 1,000,898
25,490,955 29312418 26,928,078 2584542
25,719,065 26,363,251 25,200,373 1,162,878
51,020 52,620 49,688 2.932
4,564,491 4,641,672 4,414,644 229.028
2,680,069 2,739,507 2321978 407,529
186,029 187,779 140,205 47,574

- 873,230 872,863 3e?

512,706 512,706 312,706 -
306,713 306,713 306,706 7
5,200 5,200 4,800 400
59,516,248 64,997,096 60,762,039 4,235,057
(5,423,966} (9,328.639) {4,092 684) 5,235 955
4,305,000 6,605,000 6,780,617 175,617
{500,000} {2,868,600) (2,330,920} 537,680
3,805,000 3,736,400 4 449,697 713,297
(1,618,9606) {5.592,239) 357,013 5,949 252
11,638,482 2475432 11,907,960 9,432 528
10,019.516  § {3,116,807y % 12,264,973  § 15,381,780

The accompanying notes to the Required Supplementary Information are an integral part of this schedulc.



HARRISON COUNTY, MISSISSIPPI

Schedule of Funding Progress - (kher Postemployment Benefits

Septemnber 30, 2015

Acluarial Unfunded
Actuarial Accrued AAL as n
Value of Liebility Annual Percentage of
Acluarial Plan (AAL) Unlunded Percent Covered Arnual
Yaluation Asscls Eniry Age AAL Funded Pavroll Caovered Payroll
Date (8) (b} (b-8) (a/b} (c} {{b-a) /e
Oclober 1, 2015 3 ] 2537421 § 2,537 421 000% $ 26,140,655 9.71%
Ocrober L, 2013 3 $ 211479 8 2,114,796 000% § 29,377,589 7.20%
Ocrober 1, 2009 5 3 2688117 % 2,688,117 000% % 32,674,621 8.23%

The accompanying noles (o the Required Supplementary [nformation are an iniegral part of this schedule.
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HARRISON COUNTY, MISSISSIPPI

Schedule of the County's Proportionate Share of the Net Pension Liability
Last 10 Fiscal Years*

For the Year Ended September 30, 2015

2015 2014

County's proportion of the net pension liability 0.48% 0.49%
County's proportionate share of the net pension liability 5 78835943 N/A
County's covered-employee payroli : $ 31,598,679 31,761,378
County's proportionate share of the net pension liability

a5 a percentage of its covered-employee payroll 249.49% N/A
Plan fiduciary net position as a percentage of the total

pension liability 61.70% 67.21%

* This schedule is presented to illustrate the requirement to show information for 10 years. However, GASRB
Statement No. 68 was implemented for the fiscal year ended September 30, 2015, and, until a full 10 year
trend is compiled, the County has only presented information for the years in which information is
available.The information presented in this schedule has been determined as of the measurement date in

accordanice with GASB Statement No. 68.

The accompanying notes to the Required Supplementary Information are an integral part of this schedule.
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HARRISON COUNTY, MISSISSIPPI
Sehedule of County Contributions

Last 10 Fiscal Years*

For the Year Ended September 30, 2015

2015
“Contractually required contribution 3 4,996,050
Contributions in relation to the contractually required contribution 4,996,050
Contribution deficiency (excess) b -
County's covered-employee payroll $ 31,720,952
Contributions as a percentage of covered-employee payroll 15.75%

This schedule is presented to illustrate the requirement to show information for 10 years. However, GASB
Staternent No. 68 was implemented for the fiscal year ended September 30, 2015, and, until, a full 10 year
trend is compiled, the County has only presented information for the years in which information is
available,

The accompanying notes to the Required Supplementary Information are an integral part of this schedule.
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HARRISON COUNTY, MISSISSIPPI
Notes to the Required Supplementary Information
For the Year Ended September 30, 2015
UNAUDITED

Budgetary Comparison Schedule

A

Budgetary Information

Statutory requirements dictate how and when the county's budget is to be prepared. Generally, in the
month of August, prior to the ensuing fiscal year beginning each October 1, the Board of Supervisors of
the county, using historical and anticipated fiscal data and proposed budgets submitted by the Sheriff and
the Tax Assessor-Collector for his or her respective department, prepares an original budget for each of
the Governmental Funds for said fiscal year. The completed budget for the fiscal year mcludes for each
fund every source of revenue, each peneral item of expenditure, and the upencumbered cash and
investment balances. When during the fiscal year it appears to the Board of Supervisors that budgetary
estimates will not be met, it may makc revisions to the budget.

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

Basis of Presentation

The Budgetary Comparison Schedule - Budget and Actual (Non-GAAP Basis) presents the original
legally adopted budget, the final legally adopted budget, actual amounts on a budgctary (Non-GAAP
Basis) and variances between the final budget and the actual amounts, The schedule is presented for the
General Fund. The Budgetary Comparison Schedule - Budget and Actual (Non-GAAP Basis) is a part of
required supplerncntal information.

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

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

accrual (GAAP).
2. Expenditures are recorded when paid in cash {budgetary) as opposed to when susceptible to
accrual (GAAP).

The following schedule reconciles the budgetary basis schedules to the GAAP basis financial statements
for the General Fund:

General
Fund
Budget {Cash Basis) 5 12,264,973
Increase (Decrease)
Nct adjustments for revenues 2,511,557
Net adjustments for expenditures 493,107
GAAP Basis $ 15269637
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HARRISON COUNTY, MISSISSIPPI
Notes to the Required Supplementary Information
For the Year Ended September 30, 2015
UNAUDITED

Pension Schedules

A.

Changes of assumptions

In 2015 and later, the expectation of rctired life mortality was changed to the RP-2014 Healthy Annuitant
Blue Collar Table projected to 2016 using Scale BB rather than the RP-2000 Mortality Table, which was
used prior to 2015. In 2015, the expectation of disabled mortality was changed to the RP-2014 Disabled
Retiree Table, rather than the RP-2000 Disabled Mortality Table, which was used prior to 2015.
Withdrawal rates, pre-retirement mortality mates, disability rates and service retirement rates were also
adjpsted to more closely reflect actual experience. In 2015, assumed rates of salary increase were adjusted
to more closcly reflect actual and anticipated experienee. Finally, the price inflation and investment rate
of return assumptions were changed from 3.50% to 3.00% and 8.00% to 7.75% respectively.
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HARRISON COUNTY, MISSISSIPPI
Schedule of Expenditures af Federal Awards
For the Year Ended September 30, 2015

Federal Grantor/ Federal Passed through
Passed-lhmugh Grantor/ CFDA Enuty [dentifying Federal
Program Tille or Cluster sl Number __Expendinoes
U.S. Departmenl of Agricalture - Office of Food and Nutrition Service
Passed through the South Mississippi Planning and Development District
Child and Adult Care Fond Program 10.558 Nia 5 15258
Passed through the Mississippi State Treasurer's Office
Schoots and Roads - Grants to States {0.665 173,741
Total U.S. Department of Agriculture 188,999
1).5. Department of Commerce
Passedt through the Mississippi Department of Environmental Cuality
Coastl Zone Managemen Administration Awards 11.419 Swa3g 539
Coastal Zone Managemen| Administatioo Awards 11.41% SWos6 14,1558
Coastal Zone Managememn Adminisiation Awards 11.41% SWC43E 61,819
Total U.S. Department of Commerce 76,513
U.S. Department of Housing and Urban Development .
Pagsed through the Missisippi Development Authonty
Community Development Block Granrs/Stare’s Program 14228 R-103-024-03-KED 10,030
Comummity Development Biock Grante/State’s Program 14228 R-103-024-05-KED 1,244 836
Sub-tom! 1,254,866
Passed fhrough the City of Gul fporl, Mississipps
HOME Investmem Partnership Program 14.239 M-09-DC-280200 §3295
HOME Tnvestment Partnership Program 14.239 M-10-D{C-280200 51,705
Sub-lotal 60,000
Total U.5. Departmenl of Housing and Urban Development 1,114,866
U.S. Department of [alerior, Mioerals Management Servtee—
Coastal Tmpact Assislance Program® 15.668 F12AF70252 812,524
Coastal Impact Asistence Program* 15.668 F12AF70006 23,640
Coastal Impact Assistance Program* 15 668 FI2AF70191 27,719
Coastal Impact Assistance Program® 14 668 FI2AF01206 717,883
Passed Lhrough the Misaissippi Departmenl of Manine Resources
Coastal Impaci Assistance Program* 15.668 FlZAFTON32 207,622
Seb-total 1,809,448
{Hfice of Natural Resources
Gulf of Mexice Energy Security Act 15435 M5.24. 708 22385
Total U.S Department of Interior 1,831,813
U.S. Department of Justice - Office of Justice Programs
Marjonal Institute of Justice Research, Evaluation, and 16.560 2014-DN-BX-K077 22,343
Development Project Grams
Passed through the Mississippi Deparnnent of Public Safety
Violence Againsl Women Formulz Grants 16.588 135P 1241 20,249
Violence Againsl Women Formula Grants 16.588 148P114]1 8,498
Sub-total 18,747
Passed through Bureau of Justice Assistance
State Criminal Atien Assistance Granl 16.606 2013-AP-BX-0531 210
Sub-toral 210
{Condnaea)

71



HARRISON COUNTY, MISSISSIPF]
Schedule of Expenditures of Federal Awards
For the Year Ended September M, 201%

Federal Granter!
Pessed-through Granwor/
Proy Tille or er

Federal
CFDA

U.S. Departmenl of Justicg - Office ol hrsties Programs/
Passed through the Mississippi Departmert of Public Safety

Edward Byme M ial Justice Assistance Grant
Edward Byme Memorial Justice Assistence Grant
Passed through the City of Guifport

Edward Byme Memorlal Justice Assistance Gramt
Edward Byme Memorial Justice Assistance Grant
Sub-toial

Paul Coverdell Forensic Sciences Improvement Grant Program

Equitable Shering Progmm*
Total U.S. Depariment of Jusnice

U.5. Depertmeni of Transportation - Federsl Highway Administration/
Pessed through Mississippi Depanmenr of Trensportation
Highway Planning end Construction Grant
Highway Planmng snd Construction Grant
Sub-tolal

Passed Ihrough the Mississippi Department of Public Safety
State and Community Highway Safety
Total U. 8. Department of Transportarion

U. 5. Department of Educarion
Passed (hrough the Mississippi Department of Public Safety
Eduecation Rescarch, Developmen: and Dissemination Grant
Total U.S. Departmer of Educarion

U. 5. Department of Health and Human Services

Passed through the South Mississippi Planning and Developmenl District
Special Programs for the Aging-Title ki1, Pan B-Grants for Supportive

Services and Senicr Centers
Social Services Block Grant
Taotml U.5. Department of Health end Human Services

Corporetion for Nanpnal and Community Service
Retired and Senior ¥elunteer Program
Retired and Senior ¥ohmeer Program
Sub-lotal

Senior Companicn Program®
Total Corporetion [or National and Community Service

Executive Officg ¢f the Preswdent
High Imensity Drug Trafficking Arca
High Imensity Drog Traflicking Area
High Imensity Drug Trafficking Area
Taolal Executive Office of the President

16 738
16.728

16.738
16,738

16.742

16.922

20.205
20.20%

20,600

93.044
91,667

94.002
94,002

WM.016

93,001
95.001
$5.001
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Passad through
Eunrity Identifying Federal
Humber Expendinues
13-DC-1241 9,055
14-DC-1241 17,816
2014-DJ-BX-0557 16,981
2013-DIJ-BX-0407 4,111
44, 845
2014-C-BX-0025 38,000
NiA 6371034
715,21%
STP-D024-0(C49) 98,545
BR 284 B 192,521
291,068
15-0P-1241 37,5%
328,642
SCAL241 2,459
2459
NiA 10,602
N/A 26,047
35,649
2014-0PEL-P74-0P0-22221-4101 19,948
2015-0OPEI-P74-0P0-22221-4101 ng84
32,132
145CSMS002 177,003
229,135
G13GCDI03A 858
G14GCODO3A 26,466
G15GCOD03A 48,744
76,108
{Continued)



H---------

HARRISON COUNTY, MISSISSIFPI
Schedule of Expendltures of Federal Awards
For the Year Ended September 30, 2015

Federal Grantor/ Federal
Passed-through Granlor/ CFDA
Program Tide or Clister Mumber

U.5. Department of Homeland Security

Emergency Management Pecformance Grants 97.042
Sub-tatat

Homeland Security Grant Program 97.067

Homzland Security Grant Program 97.067

Homsland Securiry Grant Program 97.067

Homeland Security Grent Program 97.067
Sub-toral

Total U.5. Department of Homeland Securiry
Total Expenditures of Federal A wards

NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARD:

Mole A - Significant Accounring Pelicies

Passed Ihrough
Enliry [dentifying
MNumber

Nia

14HS024
S$14H5024T2
14H5024T
13HS024 *

The aceompenying Schedule of Expenditures of Federa! Awards is prepared on the modified accrual basis of accounnng,

* Denotes major federal awerd program
** DOI Equitable Sharing gramt is reported or the cash basis of accounling.
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Federal

79,791
79 791

3,540

16,442

3341

9,899

13,222
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Harrison County

Schedule of Surety Bords for County Officials
For Lthe Year Ended September 30, 2015

Name Position Company Amount
Winfield S. Swetman [I1 Supervisor District 1 RL! Surety $100,000 -
Kim B. Savant Supervisor District 2 Fidelity and Deposit Company $100,000
Marlin Roger Ladrer Supervisor District 3 Fidelity and Deposit Company $100,000
William W. Martin Supervisor Distriet 4 Fidelity and Deposit Company $100,000
Connie Rocko Supervisor Distyiet 5 Fidelity and Deposil Company $100,000
Pamela Ulrich County Administrator Fidelity and Deposit Company £100,000
John McAdams Chaneery Cleck Hartford Fire Insurance Company $100,000
Jody Webster Purchase Clerk Fidelity and Deposit Company $75,000
Barbara Taylor Assistant Purchase Clerk Fidelity and Deposit Company $50,000
LaSonya R. Plainer Assistant Purchase Clerk Fidelity and Deposit Company $50,000
Shannon Toledo Cames Receiving Clerk Fidelity and Depesit Company $75,000
Claudine Forbes Assistant Receiving Clerk Fidelity and Deposit Company $50,000
Elizabeth Tiblier Assistant Receiving Clerk Fidelity and Deposit Company $50,000
Dana Williams Assistant Reeeiving Clerk Fidelity and Deposit Company $50,000
Gloria Davis Assistant Receiving Clerk Fidelity and Deposit Company $50,000
Chester W. Miller Assistant Receiving Clerk Fidelity and Deposit Company $50,000
Karen'Adams Assistant Reeeiving Clerk Fidelity and Deposit Company $50,000
Paula Chisholm Assistanl Receiving Clerk Fidelity and Deposit Company £50,000
Rhonda Haynes Agsistani Receiving Clerk Fidelity and Deposit Company $50,000
Margaret Hosli Agssistan? Receiving Cleck Fidelity and Deposit Company $50,000
Tommy Allen Assistant Receiving Clerk Fidelity and Deposit Company $50,000
Beth Rushing Assistant Receiving Clerk Fidelity and Deposit Company $50,000
Regina Scarborough Assistant Receiving Clerk Fidelity and Deposit Company $50,000
Paula Robinson Assistant Receiving Clerk Fidelity and Deposit Company $50,000
Pete Harper Assistant Reeeiving Clerk Fidelity and Deposit Company $50,000
Paul Trosclzir Assistant Receiving Clerk Fidelity and Deposit Company $50,000
Yolanda Lewis Assistant Reeeiving Clerk Fidelity and Deposit Company $50,000
Brenda Barefoot Assistant Receiving Clerk Fidelity and Deposit Company $50,000
Kalhy Rogers Assistani Receiving Clerk Fidelity and Deposit Company $50,000
Tina Moss Agsistant Receiving Clerk Fidelity and Deposit Company $50,000
Aprif Jacobs Asgistant Receiving Clerk Fidelity and Deposit Company $50,000
Susan Wildin Assistant Receiving Clerk Fidelity and Deposit Company $50,000
Lori Roberts Assistant Receiving Clerk Fidelity and Deposit Company $50,000
Kelly Hcnderson Assistant Receivimg Clerk Fidelity and Deposit Company $50,000
Danny Boudreaux Assislant Receiving Clerk Fidelity and Deposit Company $50,000
Joseph Spires Assistant Receiving Clerk Fidelity and Deposit Company $50,000
Andy Mosely Assistant Recetving Clerk Fidelity and Deposit Company $50,000
Kristy Bankston Assistani Receiving Clerk Fidelity and Deposit Company $50,000
Edmond Pujol Assistant Recaiving Clerk Fidelity and Deposit Company $50,000
Kelly Griffin Invemory Control Cletk Fidelity and Deposit Company $75,000
W. Russell Weatherly Road Manager Fidelity and Deposit Company $£50,000
Winfield Scruggs Swetman, Jr. Constable - District 1 ) RLI Surety $50,000
Paul Johnson Constable - District 2 Fidelity and Deposit Company $50,000
William L. Phelps Constable - District 3 Fidelity and Deposit Company $50,000
Sammie Taylor Constable - District 4 Fidelity and Deposit Company $50,000
Jeflrey Migues Constable - District 5 Fidelity and Deposit Company $50,000
Gayle Parker Cireuit Clerk Fidelity and Deposit Company $100,000
Eriea Statzer Circuit Clerk Deputy Clerks Fidelity and Deposit Company $50,000
Michelle Carden Circuit Clerk Deputy Clerks Fidelity and Deposit Company $50,000
Clemcntine Camney Cirevit Clerk Deputy Clerks $50,000

Fidelity and Deposit Company



Harrison County

Schedule of Surety Bonds for County Officials {Continued)
For the Year Ended September 30, 2015

Name Position Company Amount

Kamisha Perrin Circuit Clerk Deputy Clerks Fidelity and Deposit Company $50,000
Leigh Ann Foster Circuit Clerk Deputy Clerks Fidelity and Deposit Company 350,000
Lindsey Bond Circuit Clerk Deputy Clerks Fidelity and Deposit Company $50,000
Peggy Harvey Circuit Clerk Deputy Clerks Fidelity and Deposit Company 350,000
April Hayes Circuit Clerk Deputy Clerks Fidelity and Deposit Company $50,000
Connie Ladner Circuit Clerk Deputy Clerks Fidelity and Deposit Company $50,000
Stewart Lee Circuit Clerk Deputy Clerks Fidelity and Deposit Company 350,000
Yvette Livaccari Circuit Clerk Deputy Clerks Fidelity and Deposit Company 350,000
Jill Moran Circuit Clerk Deputy Clerks Fidelity and Deposit Company $50,000
Jillian Necaise Circuit Clerk Deputy Clerks Fidelity end Depesit Company $50,000
Marie Niclet Circnit Clerk Deputy Clerks Fidelity and Deposit Compamy 350,000
Panla Olsen Circuit Clerk Deputy Clerks Fidelity and Deposit Company 350,000
Barry Pickyeign 1 Circuit Clerk Deputy Clerks Fidelity and Deposit Company $50,000
April Davis Circnil Clerk Deputy Clerks Fidelity snd Deposit Company $50,000
Stephenie Ritrer Circuit Clerk Deputy Clerks Fidelity and Deposit Company $50,000
Lisa St Martin Circuit Clerk Deputy Clerks Fidellty and Deposil Company $50,000
Jemmifer Smith Circuit Clerk Deputy Clerks Fidelity and Deposit Company 350,000
Chrishona Taylor Circuit Clerk Deputy Clerks Fidelity and Deposit Company 350,000
David Triola Circuit Clerk Deputy Clerks Fidelity and Deposit Compamy $50,000
Brenda Whitworth Circuit Clerk Deputy Clerks Fidelity and Deposit Company 350,000
Tustin Wetzel Circuit Clerk Deputy Clerks Fidelity and Deposit Company $50,000
Qlivia Young Circuit Clerk Deputy Clerks Fidelity and Deposit Company 350,000
Coleen Guardanapo Circuit Clerk Deputy Clerks Fidelity and Deposit Company $50,000
Melvin Brisclara Sheriff Fidelity and Deposit Company 3100,000
Alberi J. Fountnin Justice Court Judge - District | Fidelity and Deposil Company $50,000
David Ladner Justice Court Judge - District 2 Fidelity and Deposit Company $50,000
Dianne Ladner Justice Court Judge - Dislrict 3 Fidelity and Deposil Company 550,000
Metvin 1. Ray Justice Court Judge - District 4 Fidelity and Deposit Company $50,000
Bruce Strong Justice Courl Judge - Disirict 5 Fidelity and Deposit Company $50,000
Greg Illich Justice Court Clerk Fidelity and Deposit Company 350,000
Priscilla Thampson Deputy Justice Court Clerk Fidelity and Deposit Company $50,000
Rebecca Meakins Deputy Justice Court Clerk Fidelity and Deposit Company 350,000
Metissa Randall Yarber Deputy Justice Court Clerk Fidelity and Deposit Company $50,000
Toni Boney Deputy Justice Court Clerk Fidelity and Deposit Company $50,000
Torie Graham Deputy Justice Court Clerk Fidelity and Deposit Compeany $50,000
Jackie McBride Deputy Justice Court Clerk Fidelity end Deposit Company $50,000
Judy E lrons Deputy Justice Court Clerk Fidelity and Depoesit Company $50,000
Metanie Romero Deputy Justice Court Clerk Fidelity and Deposit Company $50,000
Tammy Ladner Deputy Justice Court Clerk Fidelity and Deposit Company 350,000
Mandy McKay Deputy Justice Court Clerk Fidelity and Deposit Company 350,000
Cynthia Eighmey Deputy Justice Court Clerk Fidelity and Deposit Compsmy 350,000
Elizabeth Cash Deputy Justice Court Clerk Fidelity and Deposit Compamy 350,000
Michele Mammoy Deputy Justice Court Clerk Fidelity and Deposit Company $50,000
Devin Gist Deputy Justice Court Clerk Fidelity and Deposit Company $50,000
Merry Savoy Depurty Justice Court Clerk Fidelity and Deposit Company 350,000
Kristi Brackett Deputy Justice Court Clerk Fidelity and Deposit Company $50,000
Rachsel Taylor Deputy Justice Court Clerk Fidelity and Deposit Company $50,000
Alyce Dana Deputy Justice Court Clerk Fidelity and Deposit Company $50,000
Roland Cranford Deputy Justice Court Clerk Fidelity and Deposii Company $50,000
Chloe Payne Deputy Justice Court Clerk Fidelity and Deposit Compeny $50,000
David V. LaRosa, Sr. Tax Coliector Fidelity and Deposil Company $100,000
E. T. Flury Tax Assessor Fidelity and Deposit Company $100,000

Sheriff Deputies Westem Surety Company 350,000

Deputy Tax Collectors Underwriters at Lloyd's London $100,600

Deputy Tax Assessors Underwriters at Lloyd's London $100,000
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INDEPENDENT AUDITORS’ 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

July 12, 2016

Members of the Board of Supervisors
Harnison County, Mississippi

We have audited, in accordance with the auditing standards generally accepted in the United States

of America and the standards applicable to finaneial audits contained in Goverament Auditing

Standards issued by the Comptroller General of the United States, the finaneial statements of the

governmental activities, the discretely presented component unit, each major fund, and the aggregate *
remaining fund information of Harrison County, Mississippi, as of and for the year ended September

30, 2015, and the related notes to the financial statements, which eollectively comprise Harrison

County, Mississippi’s basic financial staternents and have issued our report thereon dated July 12,

2016.

The report is qualified on the governmental activities and the General Fund because management did
not maintain an accurate aging of fines receivable for Justice and Circuit Courts as required by
accounting principles generally accepted in the United States of America. Except as previously noted,
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 Comnptroller General of the United States.

Internal Control over Financial Reporting

In planning and performing our audit of the financial statenents, we considered Harrison County,
Mississippi’s internal control over financial reporting (intemnal control) to determine the audit
procedures that are appropriate in the cireumstances for the purpose of expressing our opinions on

- the financial statements, but not for the purpose of expressing an opinion on the effectiveness of

Harrison County, Mississippi’s internal control. Accordingly, we do not express an opinion on the
effectiveness of Harrison County, Mississippi’s internal control.

Our consideration of internal control was for the limited purpose described in the preceding
paragraph and was not designed to identify all deficiencies in internal control that might be material
weaknesses or significant deficiencies and therefore, matcrial weaknesses or significant deficiencies
may exist that were not identified. However, as described in the accompanying schedule of findings
and questioned costs, we identified certain dcficiencies in internal control that we consider to be
material weaknesses and significant deficiencies.

A deficiency in internal control 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, misstatemnents on a timely basis. A matericl weakness is a deficiency, or a
combination of deficiencies, in internal control such that there is a reasonable possibility that a
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material misstatement of the entity’s financial 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 to be material weaknesses: 2015-001, 2015-003, 2015-006, 2015-007,
2015-008 and 2015-009.

A significant deficiency is a deficiency, or a combination of deficieneies, in internal control that is
less severe than a material weakness, yet important enough to merit attention by those charged with
governance. We consider the deficiencies described in the accompany schedule of findings and
questioned costs to be significant deficiencies: 2015-002, 2015-004, and 2015-045.

Coﬁpllance and Other Matters

As part of obtaining reasonable assurance about whether Harrison County, Mississippi’s financial
statements are free from 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 fmancial statement amounts. However,
providing an opinion on compliance with those provisions was nol an objective of our audit, and
accordingly, we do not express snch an opinion. The results of our tests disclosed no instances of
noncompliance or other matters that are required to be reported under Govermment Auditing
Standards.

Harrison County, Mississippi’s Response to Findings

Harrison County, Mississippi’s response to the findings identified in our audit is described in the
accompanying auditee corrective action plan. Harrison County, Mississippi’s response was not
subjected to the auditing procedures applied in the audit of the financial statements and, accordingly,
Wwe express no opinion on it.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of the
entity’s intemnal control or on compliance. This report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering the entity’s internal control and
compliance. Accordingly, this communication is not suitable for any other purpose. However, this
report is a matter of public record and its distribution is not limited.

Wt Led Pt 4 L{
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INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE FOR EACH MAJOR
PROGRAM AND ON INTERNAL CONTROL OVER COMPLIANCE REQUIRED BY
OMB CIRCULAR A-133

July 12,2016

Members of the Board of Supervisors
Harrison County, Mississippi

) Report on Compliance for Each Major Federal Program

We have audited Harrison County, Mississippi’s compliance with the types of compliance
requirements described in the OMB Circular A-133 Compliance Supplement that could have a direct
and material effect on each of Harrison County, Mississippi’s major federal programs for the year
ended September 30, 201 5. Harrison County, Mississippi’s major federal programs are identified in
the summary of auditor’s results section of the accompanying schedule of findings and questioned
costs.

Management’s Responsibility

Management is responsible for compliance with the requirements of laws, regulations, contracts, and
grants applicable to its federal programs.

Auditors’ Responsibility

Our responsibility is to express an opinion on compliance for each of Harrison County, Mississippi’s
major federal programs based on our audit of the types of compliance requirements referred to above.
We conducted our audit of compliance In accordance with auditing standards generally accepted in
the United States of America; the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States; and OMB Circular A-
133, Audits of States, Local Governments, and Non-Profit Organizations. Those standards and OMB
Circular A-133 require that we plan and perform the audit to obtain reasonable assurance about
whether noncompliance with the types of compliance requirenients referred to above that could have
a direct and material effect on a major federal program occwred. An audit includes examining, on a
test basis, evidence about Harrison County, Mississippi’s compliance with those requirements and
performing such other procedures as we considered necessary in the cireumstances.

We believe that our audit provides a reasonable basis for our opinion on compliance for each major
federal program. However, our audit does not provide a legal determination of Harrison County,
Mississippi’s compliance.

Opinion on Each Major Federal Program

In our opinion, Harrison County, Mississippi, coniplied, in all material respects, with the types of
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, 2015.
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Other Matters

The results of our auditing procedures disclosed instances of noncompliance, which are required to
be reported in accordance with OMB Circular A-133 and which are described in the accompanying
Schedule of Findings and Questioned Costs as items 2015-010, 2015-011 and 2015-012. Our opinion
on each major federal program is not modifted with respect to these matters.

Harrison County, Mississippi’s responses to the noncompliance findings identified in our audit are
described in the accompanying Auditee’s Corrective Action Plan. Harrison County, Mississippi’s
responses were not subjected to the auditing procedures applied in the audit of eompliance and,
accordingly, we express no opinicn on the responses.

Report on Internal Control over Complianee

Management of Harrison County, Mississippi, is responsible for establishing and maintaining
effective internal control over compliance with the types of compliance requirements referred to
above. In planning and performing our audit of compliance, we considered Harrison County,
Mississippi’s internal control over compliance with the types of requirements that could have a direct
and material effect on each major federal program to determine the auditing procedures that are
appropriate in the circumstances for the purpose of expressing an opinion on complianee for each
major federal program and to test and report on internal control over compliance in aecordance with
OMB Circular A-133, but not for the purpose of expressing an opinion on the effectiveness of
internal control over compliance. Accordingly, we do not express an opinion on the effectiveness of
Harrison County, Mississippi’s internal control over compliance.

A deficiency in internal control over compliance exists when the design or operation of a control
over compliance does not allow management or employess, in the normal course of performing their
assigned Functions, to prevent, or detect and correct, noncompliance with a type of compliance
requirement of a federal program on a timely basis. A material weakness in internal control over
compliance is a deficiency, or combination of deficiencies, in intemal control over eompliance, 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.

A significant deficiency in internal control ever compliance is a deficiency, or a combination of
deficiencies, in internal control 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.

Our consideration of internal control over compliance was for the limited purpose described in the
first paragraph of this section and was not designed to identify all deficiencies in internal control
over compliance that might be material weaknesses or signifieant deficiencies and therefore, material
weaknesses or signifieant deficiencies may exist that were not identified. We did not identify any
deficieneies in internal control over eompliance that we eonsider to be material weaknesses.
However, material weaknesses may exist that have not been identified. We identified certain
deficiencies in intermal control over compliance, as deseribed in the accompanying Schedule of
Findings and Questioned Costs as items 2015-010 and 2015-011 that we consider to be significant
deficiencies.

Harrison County, Mississippi’s responses to the internal control over compliance findings identified
in our audit are deseribed in the accompanying Auditee’s Corrective Action Plan. Harrison County,
Mississippi’s responses were not subjected to the auditing procedures applied in the audit of
compliance and, aecordingly, we express no opinion on the responses.
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The purpose of this report on intemnal control over eompliance is solely to describe the scope of our
testing of internal control over compliance and the results of that testing based on the requirements
of OMB Circular A-133. Accordingly, this report is not suitable for any other purpose. However, this
report is a matter of public record and its distribution is not limited.
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INDEPENDENT ACCOUNTANTS® REPORT ON CENTRAL PURCHASING SYSTEM,
INVENTORY CONTROL SYSTEM AND PURCHASE CLERK SCHEDULES
(REQUIRED BY SECTION 31-7-115, MISS. CODE ANN. (1972))

July 12,2016

Members of the Board of Supervisors
Harrison County, Mississippi

We have examined Harrison County, Mississippi’s (the County) compliance with establishing and
maintaining a central purchasing system and inventory control systein in accordance with Sections
31-7-101 through 31-7-127, Miss. Code Ann. (1972) and compliance with the purchasing
requirements in accordance with the bid requirements of Section 31-7-13, Miss. Code Ann. (1972)
during the year ended September 30, 2015. The Board of Supervisors of Harrison County,
Mississippi is responsible for the County’s compliance with those requirements. Qur responsibility is
to express an opinion on the County’s compliance based on our examination.

Our examination was conducted in accordance with attestation standards established by the
American Institute of Certified Public Accountants and, accordingly, included examining, on a test
basis, evidencc about the County’s compliance with those requirements and performing other
procedures as we considered necessary in the circumstances. We believe our examination provides a
reasonahle basis for our opinion. Qur examination does not provide a legal determination on the
County’s compliance with specified requirements. The Board of Supervisors of Harrison County,
Mississippi, has establishcd centralized purchasing for all funds of the County and has established an
inventory control system. Thc objective of the central purchasing system is to provide reasonable,
but not abselutc, assurancc that purchases are executcd in accordance with state law.

Because of inherent Jimitations in any central purchasing system and inventory control system, errors
or irregularities may occur and not be detectcd. Also, projection of any current evaluation of the
systern 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 noncompliance with the
aforcmentioned codec sections. This instance of noncompliance was considered in forming our
opinion on compliance. Qur findings and recommendations and your responses are disclosed below:

Receiving Clerk
L. Receiving reports were not timely preparcd upon receipt of goods.
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Finding

Section 31-7-109 Miss. Code Ann. (1972), requires that the receiving clerk or his assistant
shall, upon proper delivery of equipment, heavy equipment, machinery, supplies,
commodities, materials or services, acknowledge receipt of goods in compliance with a
receipting system prescribed by the State Department of Audit under the authority of Section
7-7-211 and in accordance with Section 31-7-113, and the receiving elerk shall be
responsible for the maintenance for such system. The County Purchase Manual as set forth
by the Office of the State Auditor states that receiving reports are lo be made by the third
regular business day after the receipt of the commoedities or services.

During our audit testing, we noted several instances where receiving reports were dated a
significant number of days after the actual goods or services were received.

Recommendation

Proper procedures should be implemented and followed for the receipting of goods and other
items received by the County in accordance with state laws and regulations. Receiving
reports should be generated timely upon receipt of goods or services. This will also
facilitate the timely payment of vendor invoices for these goods and services.

Receiving Clerk’s Response

Procedures are implemented and should be followed for receipting goods and other items
received by the County in accordance with state laws. All items received should be inspected
immediately upon receipt and receiving reports generated timely upon receipt of goods or
services.

The receiving clerk and all assistants have been reminded of these procedures in accordance
with state law and management has been monitoring this process to ensure that all items are
timely received and reports generated to ensure timely payment of claims.

Purchasing

2.

Improper credit card procedures.

Finding

MS Code 19-3-68 states that County credit cards are to be used to pay for expenses incurred
when traveling; it states that credit card receipts shall be furnished to the purchase clerk who
shall submit a monthly report to the board of Supervisors; this report shall include an
itemized list of all expenditures. The County is not using the credit card exclusively for
travcl purehases; all credit card users are not supplying all receipts to the purchasing clerk,
and the purehasing clerk is not providing an itemized list of all purehases to the Board of
Supervisors on a monthly basis. In some cases, the County is paying sales tax for purchases
made with the County credit card.

Recommendation

We recommend that the County implement credit card policies and procedures as set forth in
MS Code 19-3-68.
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Purchasing Clerk’s Response

~ We will adhere to the code section referenced above and present the credit card charges and
detail as required at the monthly board meetings.

Purchasing
3. Improper procurement procedures.
Finding

The County purchased commodities greater than $5,000 and did not get two quotes as
required by MS Code 31-7-13.

In several instances, the monthly Schedule of Purchases, which is compiled by the
Purchasing Clerk, misclassifies bids as l[ow quotes, misclassifies state contract purchases as
low quotes, and misclassifies sole source purchases as low quotes. This causes the County to
be noncompliant with the Purchase Law Summary as set forth by the Office of the State
Auditor which states in connection with the purchase of noncompetitive itemns that are only
available from one source the County shall make note on the minutes of the body at the next
regular meeting thereafter.

Recommendation

We recommend that the County review and implement policies and procedures that are
consistent with the MS Code 31-7-13 and the Purchase Law Sumnary,

Purchasing Clerk's Response

" The purchasing department will ensure that all commodities will be properly procured with
quotes as rcquired by state code.

The monthly report of emergency, low quote, state contracts and sole source will be
reviewed before board presentation to ensurc accurate reporting in accordance with state
code,

In our opinion, except for the noncompliance referred to in the preceding paragraph, Harrison
County, Mississippi, complied, in all material respects, with state laws goveming central purchasing,
inventory and hid requirements for the fiscal year ended September 30, 2015.

The accompanying schedules of (1) Purchases Not Made from the Lowcst Bidder, (2) Emergency
Purchases and (3) Purchases Made Noncompetitively from 2 Sole Source are presented in
accordance with Section 3i-7-115, Miss. Code Ann. {1972). The information contained on these
schedules has been subjected to procedures performed in connection with our aforementioned
examination of the purchasing system and, in our opinion, is fairly presented when considered in
relation to that examination.
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Harrison County’s responses to the findings included in this report were not audited, and
accordingly, we express no opinion on them.

This report is intended for use in evaluating the central purchasing system and inventory control
system of Hamison County, Mississippi, and is not intended to be and should not be relied upon for
any other purpose. However, this report is a matter of public record and its distribution is not limited.
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HARRISON COUNTY, MISSISSIPPI

Schedule of Purchases Made Noncompetitively From a Sole Source Schedule 3
For the Year Ended September 30, 2015
Item Amount
Date Purchased Paid VYendor

10/06/14 Preventative maintenance service on vote scanners $ 11,050.00 Election Sysiems & Software

02/02/15 Flashback 3 Tn Car Video System Assembly 60,181.32 TCS Ware, INC

02/02/15 L-3 Mobilc Vidco Server 9,476.00 TCS Ware, INC

03/09/15 L3 Flashback 3 In Care Video System Assembly 45,135.99% TCS Ware, INC

04/13/15 Lifepak 1000-Electrodes- Energy Defibrillation 59,505.62 Physio-Control

5/04/15 Six complete taser kits 6,913.25  Taser International

05711715 Computer Voice Stress Analyzer and CVSA Training 8,995.00 NITV Federal Services

09/14/15 Taser, batlery, and holster 10,330.18  Taser International

07/06/15 Relocation and reinstallation of radio consoles 10,650.00  Hurricane Electronics
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LIMITED INTERNAL CONTROL AND COMPLIANCE
REVIEW MANAGEMENT REPORT

July 12,2016

Members of the Board of Supervisors
Harrison County, Mississippi

In planning and performing our sudit of the financial statements of Harrison County, Mississippi for the
year ended September 30, 2015, we considered Harrison 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 Harrison 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 andit program issued by the Office of the State Auditor. Qur
procedures were substantially less in scope than an audit, the objective of which is the expression of an
opinion on the county’s compliance with these requirements. Accordingly, we do not express such an
opinion. This report does not affect our report dated July 12, 2016, on the financial statements of Harrison
County, Mississippi.

Although no 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 state legal requirements
have been complied with. Also, our consideration of the internal control would not necessarily disclose ali
matters within the internal control that might be weaknesses. In accordance with Section 7-7-211, Miss.
Code Ann. (1972), the Office of the State Auditor, when deemed necessary, may conduct additional
procedures and tests of transactions for this or other fiscal years to ensure compliance with legal
requirements.

This report is intended solely for the information and use of management, the Board of Supervisors, and

others within the entity and is not mtended 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.
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HARRISON COUNTY, MISSISSIPPI
Schedule of Findings and Questioned Costs
For the Year Ended September 30, 2015

Section 1: Summary of Auditors' Results

1.

10.

Financial Statements:

Type of auditor's report issued on the financial statements:
Governmental Activities .

Discretely presented component unit

General Fund

County Port Bond and Interest Sinking Fund

Aggregate remaining fund information

Internal control over financial reporting:

a. Material weaknesses identified?

b. Significant deficiency identified that is not considered
to be 2 material weakness?

Noncompliance related to the financial statement noted?

Federal Awards:

Internal control over major programs:

a. Material weaknesses identified?

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

Type of auditor's report issued on compliance with major federal programs:

Any finding(s) disclosed that are required to be reported in accordance
with Section_.510{a) of OMB Circular A-133?

Federal programs identified as major:

a. Coastal Impact Assistance Program Grant CFDA # 15.668
b. Equitable Sharing Program CFDA # 16.922

¢. Senior Companion Program CFDA # 94.016

The dollar threshold used to distinguish between type A and type B
programs:

Auditee qualified as low risk:
Prior year audit finding and questioned cost relative to federal
awards which require the auditee to prepare a summary schedule of

prior audit findings as discussed m Section_.315(b) of OMB
Circular A-1337
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Qualified
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Yes
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No
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HARRISON COUNTY, MISSISSIPPI
Schedule of Findings and Questioned Costs
For the Year Ended September 30, 2015

Section 2: Financial Statement Findings

Board of Supervisors

Material Weakness (Prior year finding)

2015-001

Compliance Requirement: Reporting — Reports and reimbursement requests should be submitted
to grantors in an accurate and timely manner. Procurement — Costs charged to grants should be

properly procured and documented. Grant files and supporting documentation should be
maintained on each grant award.

Finding

The County did not tinely submit reimbursement requests on certain grants resulting in loss of
reimbursement or significant delays in reimbursement of funds to the County. In some cases, the
County submitted duplicate expenditures for reimbursement. Some grant documents could not be
located within the files or on County premises. '

Recommendation

The Board of Supervisors should implement policies and procedures to ensure that the various
departments and individuals that oversee federal and state grant activities are familiar with the
grant compliance requirements and allowable cost principles related to all grants. Policies and
controls should be implemented so that all grant reports and reimbursements are timely and
accurately submitted to the various granting agencies and that the County is reimbursed for all
allowable expenditures in a timely manner. All grant documentation including grant agreements,
budgets, modifications, expenditure details and reimbursement requests, as well as any other
required grant documents by grant activity should be filed and maintained on County premises.

Board of Supervisors

Significant Deficiency (Prior year finding)

2015-002

Outstanding amounts shown in various cash accounts, should be deemed “unclaimed funds” or
“voided” in the general ledger accounting system after several vears of issuance. Clearing funds

should be reconciled to the general ledger.

Finding

Several of the cash accounts in various departments have old outstanding checks that should be
deemed as “unclaimed funds” and remitted 10 the Secretary of State or “voidcd” in the general
ledger system. Some of the clearing accounts that were tested appeared to have unusually large
balances of cash on hand at year-end,

Recommendation

All old outstanding checks should be reviewed to determine if funds should be remitted to the
Secretary of State and deemed “unclaimed funds” or if the checks should be “voided” in the
general ledger system. All clearing account cash balances should be reconciled to the general
ledger each month and any amounts that are determined to be excess funds should be remitted to
the appropriate funds.
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HARRISON COUNTY, MISSISSIPPI
Schedule of Findings and Questioned Costs
For the Year Ended September 30, 2015

Board of Supervisors

Material Weakness (Prior year finding)

2015003

Procedures and processes should be established and implemented for the use of all County rental
facilities and the receipting and recording of all monies eollected.

Findin

During our testing of civic center rental facilities of the County, we noted that rental contracts
were not properly completed or executed for all rentals, and deposits to hold the facility were not
collected in all instances. On several occasions the civie centers were rented “free of charge”
without adequate documentation or board approval to allow the use of the center. In other
instances, County employees were allowed to rent the facilities at “no charge”. Rental
documentation was incomplete. Receipts were not issued for all transactions which made it
difficult to determine the eompleteness of revenue collected. Deposits that were refunded were
not easily traced to the original receipt in the general ledger. The civic center rentals are handled
by different individuals within the Countly, therefore receipt collection, including cash is handled
at multiple locations.

Recommendation

We recommend that management establish and implement new procedures and policies for the
rental of all the facilities within the County. These polieies should include guidelines for the
documentation of the rentals, collection of rental deposits and receipts and the subsequent
disbursement of deposits, where required.

Board of Supervisors

Significant Deficiency (Prior year finding)

2015-004

Internal controls over emplovee timekeeping should be enforced and background checks should
be required of all County employees.

Finding

The County has implemented a new timekeeping system for all County employees. During our
testing of payroll and employee timekeeping, we noted that some employees are editing their own
time record which is in violation of County policy. These employees have access to the time
keeper at the facility where they work, however they are not using it as it is intended.

In 2013, the State of Mississippi implemented a new statute, Miss. Code Ann. 25-1-113, whieh
prohibits the hire of any persons who have been convicted or pled guilty of embezzlement or
misappropriation of public funds. It also states that the municipality or county shall not continue
to employ a person who has been convicted or pled guilty in any court in which puhlic funds were
taken, obtained or misappropriated. Upon inquiry of County personnel, it has been determined
that hackground checks were not performed for all County employees or newly hired employees.
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HARRISON COUNTY, MISSISSIPPI
Schedule of Findings and Questioned Costs
For the Year Ended September 30, 2015

Recommendation

Internal controls over the employee timekeeping system regarding access to employee time edits
should be strengthened and enforced. All employees shouild be required to use the timekeeper, al
all times. Only authorized County employees should be allowed to perform time edits for County
employees with adequate justification.

We recommend that background cheeks are performed on all County employees and new hires in
accordance with State law.

Board of Supervisors

Significant Deficiency

2015-005

[nternal controls over insurance expenditures and related issues are inadequate.

Findin

In several instances, the County duplicated payment or overpaid vendors for insurance costs or
premiums in fiscal year 2015. All insurance documents are not on file with the County, and in
some instances, documents had to be obtained from the insurance vendors.

The County did not have all deputy tax collector clerks bonded as required by MS Code 27-1-9,
which states, “Each deputy tax collector shall give bond to be payable, conditioned and approved
as provided by law in amount not less than Fifty Thousand Dollars ($50,000) for the faithful
discharge of his duties. The County did not have all deputy tax assessor clerks bonded as required
By MS Code 27-1-3 which states, “The assessor, with approval of the board of supervisors of the
county, may appoimt deputies, who shall take the oath of office, and shall be required by the
assessor to give bond to him in an amount not less than Ten Thousand Dollars ($10,000)...”

Recommendation
The insurance clerk should have processes in place to avoid duplicate payments or overpayment
for insurance costs, and all policies and copies of invoices should be kept within the insurance

clerk’s office.

The County should ensure that all employees are properly bonded as required by MS Code.
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HARRISON COUNTY, MISSISSIPPI
Schedule of Findings and Questioned Costs
For the Year Ended September 30, 2015

Justice Court Clerk

Material Weakness (Prior year finding)

2015-006

The Justice Court Clerk aging schedule for fines receivable does not accurately reflect receivables
due to the County.

Findin

The Justice Court Clerk was able to provide a schedule for the aging of Court’s fines receivabie.
However, upon further investigation it was determined that the aging of the total amount of fines
receivable also included assessments and other monies that are not valid receivables of the
County, and the allowance for doubtful accounts is a rough estimate unsupported by systematic
and periodic analysis of the outstanding accounts which is required to produce a reliable aging
schedule. As a consequence, the Justice Court Clerk cannot provide an accurate statement of
receivables for reporting purposes, and the lack of timely information c¢ould result in the loss of
public funds by failing to collect on valid aecounts.

Recommendation

.After secking Board approval, the Justice Court Clerk should consult with the Court software
provider to implement a system for analyzing the various components of the receivables so that an
accurate schedule for aging fines receivable can be produced and reviewed monthly as required
for collection and reporting purposes. Any discrepancies noted in the review should be corrected.

Justice Court Clerk

Material Weakness

2015-007

The Justice court is inconsistently assessing collection fces for delinguent payments. In some
instances, voided transactions are not approved by management. The Justice Court is not issuing
the required form for refinds. The Justice court has “unidentified funds™ in its cash accounts.

Findin

The in-house collection fee is inconsistently assessed and in some instances is assessed before the
account’s status is determined to be delinquent.

In some instances, voided receipts lack proper management review and approval.

The Office of the State Auditor’s Assessment Guide states, “The Certificates of Eligibility form is
a mandatory document. This form is issued by the Court Clerk to the person to be refunded.”

During our testing of Justice Court cash, we noted that there were “unidentified funds” in the cash
accounts, '
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Circuit Clerk

HARRISON COUNTY, MISSISSIPPI
Schedule of Findings and Questioned Costs
For the Year Ended September 30, 2015

Recommendation

The Justice Court Department should assess the in-house collection fee as set forth in MS Code
19-3-41. All voids should be approved by the court department manager with an explanation and
documentation attached, Justice Court should issue and retain all Certificates of Eligibility as
required by the Office of the Slate Auditor. We recommend procedures be implemented to
correctly identify and record all Justice Court receipts to avoid “unidentified funds™.

Material Weakness {Prior year finding)

2015-008

Circuit Clerk

The Circuit Clerk aging schedule for fines receivable does not accurately reflect receivables due
to the County.

Finding

The Circuit Clerk was able to provide a schedule for the aging of Court’s fines receivable.
However, upon further investigation it was determined that the aging of the total amount of fines
receivable included items that are not valid receivables of the County, and the allowance for
doubtful accounts is a rough estimate unsupported by systematic and periodic analysis of
outstanding accounts required to produce a reliable aging schedule. As a consequence, the Circuit
Clerk cannot provide an accurate statemnent of receivables for reporting purposes, and the lack of
timely information could result in the loss of public funds by failing to collect on valid accounts.

Recommendation

The Circuit Clerk, after seeking Board approval, should consult with the Court software provider
to implement a system for analyzing the various components of the receivables so that an accurate
schedule for aging fines receivable can be produced and reviewed monthly as required for
collection and reporting purposes. Any discrepancies noted in the review should be corrected.

Material Weakness (Prior year finding)

2015-009

Assessments should be correctly assessed on each court case and properly submitted to the State
in accordance with Siate assessment codes.

Finding

Some Circnit Court assessments are inconsistently coded and do not agree with the codes as set
forth by MS Code.

Recommendation

Procedures should be implemented to ensure that all court employees are properly coding all
Cireuit Court assessments to agree with MS Code.
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HARRISON COUNTY, MISSISSIPPI
Schedule of Findings and Questioned Costs
For the Year Ended September 30, 2015

Section 3: Federal Award Findings and Questioned Costs

2015-010

CFDA Number: 94.016

Federal Agency: Corporation for National and Community Service

Name of Federal Program: Senior Companion Program

Compliance Requirements: Eligibility

Allowable Costs

Finding Type: Compliance Findings and Other Matters required to be reported by OMB Circular A-133;
Significant Deficiency in Intemal Control over Compliance

Findings: The Grantee is not reviewing volunteer placements regularly to cnsure that clients are
eligible to be served or is not documenting them.
The Grantee is not conducting annual performance evaluations or is not maintaining
them.
Two volunteers are serving clients without the results of the FBI check, and one voluntecr
does not have the results of the state of service/residence check in his file to verify it was
performed.
In several instances, volunteers did not serve the minimum of 15 hours per week, and
timesheets provided no explanation to justify the shortfall.
In several instances, volunteer sign-in sheets did not agree to timesheets; volunteers did
nol sign-in at their stations; hours on timesheets were not added correctly; and approval
signatures were missing from the client or dircetor.
Voluntecr files have not been updated since 2013 to include current assignment plans,
needs assessments, work schedules, and letters of agreement.

Recommendation: Provide levels of staffing and resourccs appropriate to accomplish the purposes of the

project and carry out Grantee rcsponsibilitics.

In addition to governing regulations, adopt a code of conduct for Senior Companions, for
violation of which, disciplinary action may be taken.

Establish record keeping/reporting systems in compliance with Corporation requirements

that ensure guality of program and fiscal operations and facilitate timely and accurate
submission of required reports.
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2015-011

CFDA Number: 15.668

Federal Agency: Department of the Interior — Fish and Wildlife Service
Name of Federal Program: Coaslal Impact Assistance Program

Compliance Requirements: Procurement (MS.24.711)

Finding Type:

Findings:

Recommendation:

2015-012
CFDA Number:
Federal Agency:

Reporting (MS.R.773)

Compliance Findings and Other Matters required to be reported by OMB Circular A-133;
Significant Deficiency in Internal Control over Compliance

The County did not comply with Federal procurement siandards in awarding a contract
for projcct management services because the Couniy based its selection on the project
managcers’ qualifications without considering price. Federal procurement standards
prohibit using qualifications-based procurements, where price is not an evaluation factor,
for non-A/E professional services such as project management (44 CFR 13.36(d)(3)(v)).

The Grantee did not complete and submit the annual or final financial and performance
reports as required by the grant award.

The County should conduct all procurement transactions in a manner providing full and
open competition as required under 44 CFR §13.36(c)(1), and make awards to the
responsible firm whose proposal is most advantageous to the program, with price and
other factors considered.

Establish record keeping/reporting systems 10 ensure timely and accurate submission of
required reports,

16.922
Department of Justice — Criminal Division

Name of Federal Program: Equitable Sharing Program
Compliance Requirements: Allowable Costs

Finding Type:

Findings:

Recommendation:

Reporting
Compliance Findings and Other Matters required to be reported by OMB Circular A-133

There is no documentation to support the Shcriff (agency head) authorized all
expenditures from the federal sharing revenue account, as required.

In one instance, an expenditurc spent from the revenue accounl was inadvertently not
included on the annual form filed with the Department of Justice that delails the actual
amounts and uses of the federal asset sharing funds. This expenditure was a transfer to
another fund to pay a portion of an allowable assel.

Wc recommend the Sheriff sign the purchase orders rclated to expenditures from the
federal sharing revenue account to serve as documentation of authorization. We
recommend a process be established to review all reports for accuracy, complcteness, and
compliance.
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AUDITEE’S CORRECTIVE ACTION PLAN
AND SUMMARY OF PRIOR AUDIT FINDINGS

Wright, Ward, Hatten & Guel, PLLC

P.0O. Box 129

Gulfport, Mississippi 39502

Gentlemen:

Harrison County respeetfully submits the following eorrective aetion plan for the year ended September 30, 20135,

The findings from the Sehedule of Findings and Questioned Costs are diseussed below. The findings are
numbered eonsistently with the numbers assigned in the sehedule. Section I: Summary of Auditor’s Results does
not inelude findings and is not addressed.

SECTION 2:

2015-001

FINANCIAL STATEMENT FINDINGS
Corrective Action Planned:

Annual meetings with all employees handling grants will be conducted to make sure they
continue ta follow the policy and proeedures related o federal and state grants. Spot checking
will be done to verify that all grant reports and reimbursements are submitted accurately and in a
timely manner and to make sure all allowable expenditures have been submitted for
reimbursement. In the annual meeting, County Administralor will review all grant files and verify
they are filled with supporting documentation sueh as grant award, grant budgei and
modifications, grant expenditure detail and reimbursement documentation, as well as any other
required grant documentation by granl activity. Request that each file monthly reimbursements
and if no activity then specify that for the month and maintain a copy of monthly statement of
same. Only authorized County personnel will be allowed to enter into contraets on behalf of the
County.

Anticipated Completion Date:
September 30, 2016
Name of Contact Person Responsible for Corrective Action:

Pamela Ulrich, 228-865-4116
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2015-002

2015-003

2015-004

Corrective Action Planned:

We will review old outstanding cheeks in each fund to determine the proper dispoesition. The old
payroll clearing aecount balance will be transferred to the funds they are due in fiscal year 2015.

Anticipated Completion Date:

September 30, 2016

Name of Contact Person Responsible for Corrective Action:

Pamela Ulrich, 228-865-4116

Corrective Action Planned:

The County will establish and implement new policies and procedures for the rental of all the
facilities within the County. These policies will include guidclines for the decumentation of the
rentals, collection of rental receipts and the subsequent disbursements of deposits, if necessary.
The agency has paid the County for two of the three payments due and final overdue payment
should be received within 30 days. The County will implement a more accurate invoice system
and institute better checks and balances on rental income to the County making sure to update
information each month as transactions gecur.

September 30, 2016

Name of Contact Person Responsible for Corrective Action:

Pamela Ulrich, 228-865-4116

Corrective Action Planned:

Internal controls over the cmployee timekeeping system regarding aceess to employee edits will
be strengthened and enforced. It will be inandatory that all County employees be required to use
the timekeeper, at all times. Only authorized County employees will be allowed to perform time
edits for County employees with adcquate justification,

As per statute, Miss. Code Ann. 25-1-113 which prohibits the hiring of any persons who have
been convicted or pled guilty of embezzlement or misappropriation of public funds; therefore
background checks will be performed on all County employees and new hires in accordanee with
State law.

Anticipated Completion Date:

September 30, 2016

Name of Contact Person Responsible for Corrective Action:

Pamela Ulrich, 228-865-4116
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2015-005

2015-006

Corrective Action Planned:

Harrison County Justice Court is aware that we should have a Receivables Report that breaks
down the amount due by each cost code so that we may determine the actual receivable amount
due the County which does net include state assessments. Justice Court contacted our software
vendor CSDC, They advised we are at the end of life for the version of our software and they are
unable to provide a custom report that would identify the various components of the receivables.
The Harrison County IT director is currently discussing with CSDC about an upgrade at a
reasonable cost,

Harrison County Justice Court is making a diligent atiempt to collect all fines due the county.
Harrison County Justice Court sends cases that are over ninety days delinquent to our collection
agency several times a year. Justice Court atiempts to ensure the efficient and timely collection of
all fines and court costs levied.

Anticipated Completion Date:

September 30, 2016

Name of Contact Person Responsible for Corrective Action:

Greg Illich, 228-865-4213

Corrective Action Planned:

Justice Court implemented a new pre-numbered receipt for all civil monies received over the
counter. The only exception to this control is receipts that could be generated from the court
system while the customer waited. This would be post judgment filings such as a Warrant to
Tenant. We are reconciling the pre-numbered receipts with the computer generatcd receipts to
help prevent and deter misappropriations of mnonies collected by Justice Court.

We are pulling samples of files from the court dockets to help ensure that all data is entered
correctly in the system. We are also making sure that all documentation has been suhmitied to the
State.

Justice Court will attempt to identify the unidentified inonies from prior years. Justice Court will
complete a Distrihution of Cash each month moving forward to help ensure the unidentified
money amount doesn’t change. If we notice a change in the amount, this can then help determine
how and what happened. :

Anticipated Completion Date:

September 30, 2016

Name of Contact Person Responsible for Corrective Action:

Connie Ladner, 228-865-1635
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2015-007

2015-008

2015-009

Corrective Action Planned:

We are aware of the deficiencies in the current software program. We will continue to print and
review the A/R Aging Report on the last day of the month and correct any discrepancies that are
discovered.

The State Electronic Filing System (MEC) is continuing to work on their accounting software as
stated in the prior year response. MEC is aware of the deficiencies that the Circuit Clerk is
presently experiencing, and the Circuit Clerk’s inability to produce aging reports to comply with
State Auditor requirements. In addition, the Circuit Clerk has met with the IT Department and
discussed the possibility of implementing a newer version of the current software program that is
being used.

Anticipated Completion Date:

September 30, 2016

Name of Contact Person Responsible for Corrective Action:

Connie Ladner, 228-865-1635

Corrective Action Planned:

The Circuit Clerk has obtained a copy of the Assessment Guide for the State of Mississippi and
will take the necessary actions to correct all assessment codes that are currently incorrect in the
coding system. In addition, the Circuit Clerk will implement the proper procedures to ensure that
all court employees are properly reporting and coding assessments to each case based on the
offense.

Anticipated Completion Date:

September 30, 2016

Name of Contact Person Responsible for Corrective Action:

Connie Ladner, 228-865-1635

Corrective Action Planned:

The Circuit Clerk has obtained the most recently updated copy of the Assessinent Guide for the
State of Mississippi and corrected the assessment eode that was incorrect in the coding system.
The Circuit Clerk’s Office was reporting the $140.00 Expungement assessment to the county
using the District Attorney’s Operation Fund ($100.00/expungement) and Judicial Operation
Fund ($40.00/expungement) assessment eodes. The Circuit Clerk is currently reporting all
Expungement assessments to the County using the settlement code “EXP.”

Anticipated Completion Date:

September 30, 2016

Name of Contact Person Responsible for Corrective Action:

Connie Ladner, 228-865-1635
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Federal Award Findings Responses

2015-010

2015-011

Corrective Action Planned:

Placements are being reviewed on a regular and ongoing basis; however, the placement
information was not properly filed in the client’s folder. All placements are now being filed in the
companion’s individual folders. All updated filing will be completed by Thursday of each weck.

Annua] Performance Evaluations had been completed in companion’s folders reviewed but had
not been filed away. Instead of being in the folders where they should have been, folders were
stacked in order on director’s desk.

Although results have not been received for FB1 background checks, the request has been initiated
and a copy of the check verifying same has been placed in the folder of each companion in
question. The statc of service/residence check for was overlooked and has now been placed in
companion’s folder.

In some-instances, minimum hours are not met for reasons beyond the senior companion’s control
(e.g.) iliness, etc., a written statement will now be required and the explanation placed with the
clicnts timesheet.

Sign in practices will be revicwed with senior companions at the next monthly training meeting in
July. Sign in sheets will be double checked for accuracy against the time sheets. Staff will pick up
time sheets from stations once a month on the first work day following the end of each month.
Time sheet turn in has been changed to give time for proper review, time issues, accounting, &
missing signatures. All time sheets will be reviewed and all appropriate signatures will be
required prior to claim form being issued.

In order to bring this program in full compliance, a complete evaluation will be conducted over
the next 30 days. Measures will be taken to make the appropriatc corrective action. Harrison
County Senior Resources Services Coordinator who has a bookkeeping background will be
assigned to help monitor and review the financial records. The SRA Program Speeialist will assist
in the evaluation of program compliance issues.

Anticipated Complction Date:

September 30, 2016

Name of Contact Person Responsible for Corrective Action:

Janice Green, 228-896-0214

Comrective Action Planned:

All County personnel that are involved with procurement with federal funds and those over grant
management have been provided with the Code of Federal Regulations guidance on all
procurement standards for use with federally funded projects. All future procurement fransactions

involving federal funds will be in compliance with federal guidelines and will be reviewed to
€nsure accuracy.
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2015-012 -

The County was a sub-grantee with the Department of Marine Resources, DMR, for one
particular grant in which the DMR was the oversight agency that prepared the financial reporting
as required by the federal grant program. The DMR did not provide the County with copies of the
required reports, and therefore, were not in the grant files for compliance documentation. In the
future, we will ensure that all grant documentation, including financial reports, will be in the grant
files.

Anticipated Completion Date:

September 30, 2016

Name of Contact Person Responsible for Corrective Action:
Pamela Ulrich, 228-865-4116

Corrective Action Planned:

All expenditures from the Federal Forfeiture account are approved by the Board of Supervisors.
By the fact that any expenditure js placed on the Board agenda is evidence that the Shenff has
knowledge of and approves of the Federal Forfciturc expenditure. The itemn that I referred to in
my previous response as the purchase order requisition is actually the request for purchases that is
used by our department in order to do a purchase requisition. That request is initialed by the
Sheriff and is what authorizes Ms. Fran to request a purchase order.

In the future we will make sure that the Sheriff initials all Federal Forfeiture expenditure request
and that a copy of that request is made part of the paperwork sent to Bookkeeping.

In filing my annual Equitable Sharing Report for Federal Forfeiture expenditures I pull the Cash
Disbursements Ledger (CDL) and account for the funds spent on that report to the penny.
Recently, it has been brought to my attention that the CDL report may not accurately show the
correct amount actually spent. In the future I will request that the County Comptroller provide me
the proper expenditure report that I need to use. In addition, I will file a corrected report with the
Department of Justice.

Anticipated Completion Date:

September 30, 2016
Name of Contact Person Responsible for Corrective Action:

Pete Moran, 228-297-1981
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