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

Members of the Board of Supervisors
Marion County, Mississippi
Columbia, Mississippi

We have audited the accompanying financial statements of the governmental activities, the
business-type activities, each major fund and the aggregate remaining fund information of Marion County,
Mississippi, as of and for the year ended September 30, 2005, which collectively comprise the County’s
primary government financial statements as listed in the table of contents. These financial statements are
the responsihility of the County's management. Our responsibility is to express opinions on these financial
statements based on our audit.

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

presentation. We believe that our audit provides a reasonable basis for our opinions.



Members of the Board of Supervisors
Marion County, Mississippi

As discussed in Note 1(l}) to the financial statements, management has not maintained adequate
records regarding the existence, completeness and valuation of capital assets in the governmental activities
and the business-type activities. Accounting principles generally accepted in the United States of Ametica
require that those capital assets be capitalized at historical cost and depreciated which would increase the
assets and expenses of the governmental activities and the business-type activities. The amount by which
this departure would affect the assets and expenses of the governmental activities and business-type
activities is not reasonably determinable.

The financial statements referred to above include only the primary government of Marion County,
Mississippi, which consists of all funds, organizations, institutions, agencies, departments and offices that
comprise the County’s legal entity. The financial statements do not include financial data for the County’s
legally separate component units, which accounting principles generally accepted in the United States of
America require to be reported with the financial data of the County's primary government. As a result, the
primary government financial statements do not purport to, and do not, present fairly the financial position of
the reporting entity of Marion County, Mississippi, as of September 30, 2005, and the respective changes in
its financial position for the year then ended in conformity with accounting principles generally accepted in
the United States of America.

In our opinion, except for the effects of the matters discussed in the third paragraph, the financial
statements referred to above present fairly, in all material respects, the respective financial position of the
governmental activities and the business-type activities for the primary government of Marion County,
Mississippi, as of September 30, 2005, and the respective changes in financial position thereof for the year
then ended in conformity with accounting principles generally accepted in the United States of America.

In addition, in our opinion, the financial statements referred to above present fairly, in all material
respects, the respective financial position of each major fund and the aggregate remaining fund information
for the primary government of Marion County, Mississippi, as of September 30, 2005, and the respective
changes in financial position, thereof for the year then ended in conformity with accounting principles

generally accepted in the United States of America.



Members of the Board of Supervisors
Marion County, Mississippi

In accordance with Government Auditing Standards, we have also issued our report dated
July 25, 2007, on our consideration of Marion County, Mississippi's internal control over financial reporting
and 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 the
intemal control over financial reporting or on compliance. That report is an integral part of an audit
performed in accordance with Government Auditing Standards and should be considered in assessing the
results of our audit.

Marion County, Mississippi has not presented Management's Discussion and Analysis that is not a
required part of the basic financial statements but is supplementary information required by the
Governmental Accounting Standards Board.

The Budgetary Comparison Schadules and comesponding notes are not a required part of the basic
financial statements but are supplementary information required by the Governmental Accounting
Standards Board. We have applied certain limited procedures, which consisted principally of inquiries of
management regarding the methods of measurement and presentation of the required supplementary
information. However, we did not audit the information and express no opinion on it.

Our audit was conducted for the purpose of forming opinions on the primary government financial
statements that collectively comprise Marion 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 & Budget Circular A-133, Audits of States, Local Govemments
and Non-Profit Organizations, and is not a required part of the basic financial statements. Such information
has been subjected to the auditing procedures applied in the audit of the basic financial statements and, in
our opinion, is fairly stated, in all material respects, in relation to the basic financial statements taken as a
whole.

ktoo % gy, R

Hattiesburg, Mississippi
July 25, 2007
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EXHIBIT 1
MARION COUNTY, MISSISSIPPI

STATEMENT OF NET ASSETS
SEPTEMBER 30, 2005

Governmental
Activities
ASSETS
Cash and investments $ 2,949,187
Property tax receivable 6,818,059
Accounts receivable, net of allowance for uncollectibles of $85,216 -
Fines receivabie, net of allowance for uncollectibles of $2,054,488 218,242
Intergovernmental receivables 249 575
Other receivables 8,351
Internal balances 69,645
Capital assets, net 17,201,984
Total assets $ 27,515,043
LIABILITIES
Claims payable $ 386,971
Intergovernmental payables 307,090
Accrued interest payable 154,525
Deferred revenue 6,596,213
Other payables 112,250
Long-term liabilities:
Due within one year:
Capital debt 259,544
Non-capital debt 1,204,262
Due in more than one year:
Capital debt 898,234
Non-capital debt 4,085,221
Total liabilities 14,004,310
NET ASSETS
Invested in capital assets, net of related debt 16,044,206
Restricted:
Expendable:
General government 116,898
Debt service 37,966
Public safety 402,954
Public works 1,336,913
Culture and recreation 36,863
Economic development 5,200
Unemployment compensation 38,085
Unrestricted (4,508,362)
Total net assets $ 13,510,733

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



Business-type

Activities Total

$ 1,623,988 $ 4,573,175
- 6,818,059

85,233 85,233

- 218,242

- 249,575

- 8,351

(69,645) -
5,616,661 22,818,645

$ 7256237 § 34,771,280
$ 191,126 $ 578,007
- 307,090

- 154,525

16 6,596,229

- 112,250

310,000 569,544

- 1,204,262

6,405,000 7,303,234

- 4,085,221

6,906,142 20,810,452
(1,098,339) 14,945,867

- 116,898

- 37,966

1,421,537 1,824,491
26,897 1,363,810

- 36,863

- 5,200

- 38,095
- (4,508,362)

$ 350,095 $ 13,860,828
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MARION COUNTY, MISSISSIPPI

BALANCE SHEET
GOVERNMENTAL FUNDS
SEPTEMBER 30, 2005

ASSETS
Cash
Property tax receivable
Fines receivable, net
Intergovernmental receivables
Other receivables
Due from other funds

Total assets

LIABILITIES AND FUND BALANCES

LIABILITIES
Claims payable
Intergovernmental payables
Due to other funds
Deferred revenue
Other payables
Total liabilities

FUND BALANCES
Reserved for:
Debt service
Unemployment compensation
Unreserved, reported in:
General fund
Special revenue funds
Total fund balances

Total liabilities and fund balances

Major Funds

District 4
General Road & Bridge
Fund Fund
$ 841,179 $ 399,075
5,336,637 195,611
218,242 -
249,575 -
3,151 -
80,145 14,034
$ 6,728,929 $ 608,720
$ 222,455 $ 25,797
275,026 -
223,287 -
5,333,033 195,611
112,250 -
6,166,051 221,408
562,878 -
- 387,312
562,878 387,312
$ 6,728,929 3 608,720

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



Other Total
Governmental Governmental
Funds Funds
$ 4,708,933 $ 2,949,187

1,285,811 6,818,059

- 218,242

- 249,575

5,200 8,351

166,689 260,868

$ 3,166,633 $ 10,504,282
3 138,720 $ 386,972
- 275,026

- 223,287

1,285,811 6,814,455

- 112,250

1,424,531 7,811,990
192,491 192,491

38,095 38,095

- 562,878

1,511,516 4,808,828
1,742,102 2,692,292

$ 3,166,633 $ 10,504,282
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EXHIBIT 3-1

MARION COUNTY, MISSISSIPPI

RECONCILIATION OF GOVERNMENTAL FUNDS BALANCE SHEET

TO THE STATEMENT OF NET ASSETS
SEPTEMBER 30, 2005

Total fund balance - governmental funds (Exhibit 3)

Amounts reported for governmental services in the
Statement of Net Assets 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 $54,207,513.

Other long-term assets are not available to pay for current
period expenditures and, therefore, are deferred in the
funds.

Long-term liabilities are not due and payable in the current
period and therefore are not reported in the funds.

Interest on long-term liabilities is not accrued in the
governmental funds, but rather is recognized as an
expenditure when due.

Total net assets - governmental activities (Exhibit 1)

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

Amount

$ 2,692,292

17,201,984

218,242

(6,447,261)

(154,525)

$ 13,510,732
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EXHIBIT 4
MARION COUNTY, MISSISSIPPI

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES
GOVERNMENTAL FUNDS
YEAR ENDED SEPTEMBER 30, 2005

Major Funds
District 4
General Road & Bridge
Fund Fund
REVENUES
Property taxes $ 5,069,273 3 178,194
Road and bridge privilege taxes - 149,234
Licenses, commissions and other revenue 376,362 180,991
Fines and forfeitures 235,015 -
Intergovernmental revenues 4,201,577 -
Charges for services - -
Interest income 41,320 14,034
Miscellaneous revenues 171,813 9,131
Total revenues 7,095,360 531,584
EXPENDITURES
Current:
General government 3,338,546 -
Public safety 2,238,565 -
Public works 22,027 700,753
Health and welfare 534,252 -
Culture and recreation 962,030 -
Conservation of natural resources 61,019 -
Economic development and assistance 294,445 -
Debt Service:
Principal 779,363 210,137
Interest and fiscal charges 158,264 8,114
Total expenditures 7,518,511 919,004
Excess of revenues over (under) expenditures (423,151) (387,420)
OTHER FINANCING SOURCES (USES)
Long-term capital debt issued - 257,844
Short-term debt issued 600,000 -
Proceeds from sale of capital assets - 168,500
Transfers in 131,120 -
Transfers out (10,541) -
Total other financing sources (uses) 720,579 417,344
Net changes in fund balances 297,428 29,924
FUND BALANCES - BEGINNING 187,887 370,455
Prior period adjustment 77,563 (13,067)
FUND BALANCES - BEGINNING AS RESTATED 265,450 357,388
FUND BALANCES - ENDING $ 562,878 $ 387,312

The notes to the financial statements are an integral part of this statement.
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Other Total
Governmental Governmental
Funds Funds

$ 1,238,162 % 6,485,629
- 149,234

1,323,686 1,881,039

- 235,016

2,130,946 3,332,523
389,368 389,368

63,303 118,657

150,119 331,063

5,295 584 12,922,528

2,273,359 5,611,905

503,912 2,742,477

2,982,325 3,705,105

- 534,252

1,706 93,736

- 61,019

- 284,445

1,144,317 2,133,817

125,739 292,117

7,031,358 15,468,873
(1,735,774) (2,546,345)

876,665 1,134,509

- 600,000

556,652 716,152

101,919 233,039
(179,545) (190,086)

1,355,691 2,493,614
(380,083) (52,731)

3,159,428 3,717,770
(1,037,243) (972,747)

2,122,185 2,745,023

$ 1,742,102 $ 2,692,292
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EXHIBIT 4-1

MARION COUNTY, MISSISSIPPI

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

YEAR ENDED SEPTEMBER 30, 2005

Net changes in fund balances - total governmental funds
(Exhibit 4)

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

Governmental funds report capital outlays as expenditures.
However, in the Statement of Activities the cost of those
assets is allocated over their estimated useful lives and
repotted as depreciation expense. Thus, the change in net
assets differs from the change in fund balances by the amount
that depreciation ($1,644,599) exceeded capital outlays
($720,009) in the current period.

In the statement of activities, only gains and losses from the
sale of capital assets are reported, whereas in the
governmental funds, proceeds frem the sale of capital assets
increase financial resources and loss from the sale of capital
assets decrease financial resources. Thus, the change in net
assets differs from the change in fund balances by the amount
of the net gain $64,319 and the proceeds from the sale of
$716,152.

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

Debt proceeds provide current financial resources to
governmental funds, but issuing debt increases long-term
liabilities in the Statement of Net Assets. Repayment of debt
principal is an expenditure in the governmental funds, but the
repayment reduces long-term liabilities in the Statement of Net
Assets. Thus, the change in net assets differs from the
change in fund balances by the amount that debt repayments
of $2,133,817 exceeded debt proceeds of $1,134,509.

Amount

(52,731)

(924,590)

(651,833)

(5,926)

999,308
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EXHIBIT 4-1
PAGE TWO

MARION COUNTY, MISSISSIPPI

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

YEAR ENDED SEPTEMBER 30, 2005

Under the modified accrual basis of accounting used in the
governmental funds, expenditures are not recognized for
transactions that are not normally paid with expendable
available financial resources. However, in the Statement of
Aclivities, which is presented on the accrual basis, expenses
and liabilities are reported regardiess of when financial
resources are available. In addition, interest on long-term debt
is recognized under the modified accrual basis of accounting
when due, rather than as it accrues. Thus, the change in net
assets differs from the change in fund balances by the amount
of the increases in accrued interest payable and compensated
absences.

Change in net assets of governmental activities (Exhibit 2)

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

Amount

3 (1564,525)

$ !TQO,ZQTZ




quswelels suy jo ped (elifeiy ue a1B SJUBILBIE]S (BIOUBULY Sy 0] S810U BY |

5B0'05€ § (veCBLE} 3 $98'L 1S [ GZR'9GL $
/689 - - /6892

LEGLTHL L1Z'%S 99Z'/9¢'| -
(6£€'860°1) (595'z45) {20.'568) 8Z6'6C1

0612869 ¥06'6L0Z L8858y SEF 801

000’5079 000056’} 000'SSy -

000’5019 000'066'L 000'SS¥' v -

051245 06'68 | 1B'86E SEY'901

000016 0000% 000092 -

al - - 94

90097 902'ZL o¥zZ'sez Z90°8¢

LTANNE [N 861’2 $ LIS'ELL & I5€'0L $
SPZTEE' L [ OL9LOL L $ GLE'59E'S £ 092'592 $ -
199°¢18'G GEV'Z29'| 862698 BZ6'6CL

199°91G9°G GEPLZOL 862 BGR € 8c6 62l

$8S'GLL'L SiltL 240°909'L ZES'GEL

£€9€'9 V6lL'L el d 224

£EZ'cR - - £E2'Ge

8986'c29'L 5 LB6'EL $ SES'LOSL $ L6 $

1ejo1 spung Aj[1oe jeuo)oallo) pun4 ajseps plog
18410 lewepp/uaE 'y abequen
spung Jolepy

spung asizdiejug
sagaoy adfj-ssautsng

5002 ‘0 YIFAN31d3sS
SONNA AUVLIIIHdOYd - SLIASSY 13N 40 LNIWILVYLS

IddISSISSIN ‘ALNNOD NOIEVI
§ L8iHX3

-l -

SJESSE U [e1of

S}OM IGNd
Apjeg ayqnd
‘papsay
1gep palE(el jo J8uU ‘slesse [endes uj PojsaAL]
S13SSY L3N

sagqel jelof

Ssafiljiqe|| JUyalnIucu |Bjo L
‘1g8p |ejdea-uoN
saljpgey wia-buol U0
3q8p |ended

qey| usa)-Buol 1agin
19ap |enden
anuaAs) pauayag]
spuny Jayjo o} ang
a|qeded swien
IgEel Jue1m)
s3Lruavei

s)asse [ejof

S1988€ JUSLNJUOU [B)C |
1eu ‘sjasse jepden
$19SSE JUSLINAUON

S]aSSE WALNI B0
SPUN JBY)C Wl sng
18U '8|QEAISI8. SIINGIDY
gl san; pue Yysen
1619558 Waluny
S13SSsVY




quawaEs siy) jo ped [eifs)ul UB BIE SJUSLUGIE]S [BIOUBUL BV} O} S8j0U BY ]

GB00GE (véz'ale) 3 y95'LLS Gz8'951 ONIINT - SLISSY L3N
17198y (rav'iee) £99'621 ¥5'925 a3LVISTH SY ONINNIDIE - S19SSy 13N
vBL 550" ova'Ls vZ.i 166 0€9's swysnipe poued Jojd
(2¥¥'819) (roe'es) {190°g98) 8l6'2zg ONINNIDIE - SLISSY L3N
{259'06) {oeg'96) 106'18¢E (N3] SIISSY LIN NI STONVHD
(£56'84) {000°g8) (zgg't1) (VI N0 SIBySuUB|
pon‘ee - 000'9e - Ut S19§SUBL |
(BBY'EY) (0g8'09) £8F'26¢ (zse'ove} SYIJISNYL FHOLTE (SSOT) INOONI L3N
{6¥0'9.7) {ap6'ee) {zeZ'ov2) 8ZL'E (sesusdxa) enuase. Bugessdouou jaN
(632'9) {99t} {€z9g} - (esuadxa) atwoout JayQ)
(z68'vre) (722'78) (BL1092) - asuadxa Jsaiau|
000"ty 000'v¥ - - sjualf Bunesadn
Z£9'08 G66'1 B0S'GZ azl'e sLoou| Jsasapy
(SISNIdX3T) SINNIATY ONILVEIJONON
0GEZEZ (588°12) GLL'LEG (0g¥'eve) (SS07) FIWOON! ONILYHILO
9056k ¥ Zreosy ¥67 ¥38 ¢ 0.9°F16 sasuadxa funeiadao |Broy
§L£102 467 €€ 164716 097 87 asuadxs uogepaideq
051168 0SS'E6 Z9Z'84 2 BEC'6L saddns pue sjeuaigy
pES'LZL 0lt've 0Ge'L8e LS S80|ABS {ENJIEHUDD
109'6ZY' PO0'6LE GRO'€99'L BGE' LY 580{A18S [EUDSIad
SISNIIXT ONILYHIdO
958°L3¥' ¥ 1Gv 85k 607 25F £ 06L'LLG senusaaal Bugelsdo |gjo )
gee'Le 0Qv 005't SSY'6E Snoaue|easiy
LOG'0Gk Y 150'85¥ § 600GV E SeL LIPS saopues Joj sebiey)
SINNIATY ONILYHIL0
el spuny Ajoed [euoposuad pung ejsep pljos
layin ey epp/uOLIeW 9 aBeqen

spund 1olep

spung asudiajuy
saaloy edAsseuisng

S00Z '0€ HIBWI L 4TS QAN HVIA
SONIM4 AUV1IIHdONd - SLASSY LIAN ANNA NI STONYHD ANV SASNIIXT 'SANNIATY 40 INIWILVLS

IddISSISSIN ‘ALNNOD NOIYIN
g 1l1giHX3

-Gl -



86 £Z9L LBGCL $ Ge9'10G'} ZiE'6y
£¥5'8G5 £00'3% a0l 960'25€
6¥0'G90°L 8469 184'0GE" L (ve2'z0g)

692 vZ L0B J90'VE 10¥'2
B9Z'¥Z 108 290'LZ 10F'T
Z90'Z8E Tool'sz} Lov'L LG TeezvoL)

Z25¥ 050} ¥.9'66 6LG9LD L Tiy2'se)

(zee'vre) (rl'¥8) (811'082) -
(g6¥'as) - - (g6p'8L)
(000'6¥2) - (000'5¥2) -

¥ 2899 LIZLE £2£'328 (98a°002)

GGETLE 00t 005’4 G5Y'6C
(£05'6Z8'T) (¥90'6LE) (5g0'€99'}) (gge'2¥p)
(zee'vog't) (9t1's0L) {108'096) (5Lr'c62)

[ ra a4 LG0'ASY 3 602°05%'C Z6¥'ZLS

el spung Kupoed jeuoisesiod pung ejsem pliog
Bpo eyep/uoLIEN g abfieqen
spun4 Jolew
spung asudiauzg

saaoy adi-ssauisng

§00Z '0£ HIBWILdAS Q3ANT HVEA

SONNI AHV13RdOYd - SMOTd HEVD 40 INIWIALVLIS

IddISSISSIW ‘ALNNOD NOIHVIN

£ 1181HX3

-g} -

HVIA J0 ONT LV SINITVYAINDT HSVD aNY HSVO

HYTA 40 ONINNIDFE LV SINTIVAINDI HSVD gNV HSVD

SINFTVYAINOS
HSYD ANV HSYD NI {(3SVIx03a) ISPIHONI L3N

sapuanoe Bunsasut Aq {pasn) papinaid yses BN
SjuaLUNSaAUl U0 SPUBPIAR PUe JSala]Lf
SALLIALLDY ONLLSIANI WOYS SMOTH HSYD

SaNIAROR
Buioueul palees pue Eided Aq (pasn) paptacid ysen 12N
(syuawAed) 5jdia08s 1840
194p uo pied isalalu]
sjasse [eyden jo voysinbay
1q8p Wwis-buol ue ped (ediound
SIIALLIY
ONIDNVNIH QILYT1EY ONY IVLIdVD WOYd SMOTH HSVO

sagaae Buiesado Aq (pasn} papinasd |sea 18N
{syueuiked) sydiaosi 1240
seakojdwa o} sjuswIled
sregddns o} sjuswAed
5iawolsna woyy sydieasy

STLLIALLOY ONLLYYIHO Wodd SMQTS HSYD




¥L2'859 § LLTE [ £Ze'8z8 [ (a98'002)
L' aCk 9L 'Es ROS'0EZ [
tagL'Le) - - tagL'Le)
800'9. 90L°Z) 0¥eg'se Z90'8e
yez'alL 861'L LIS'ELL 515'45
£Z6'L - - £z6'L
SLE'L0e 8GZ'eE 16£'L6 09z'92
05€'2€2 $ (Geg’le) $ G AB5 [3 (0gv'ere)
lejayt spung Ayoed jeuopssiio] pung ajseps plies
1BYy10 lleysiep/uoyey y abeqieg

spung Joie|y

spung asudiajul
salAnay adf}-ssausng

S00Z '0€ YIEWALJIS QIANI HVIA
SUANMNA AUVLIHJOHd - SMOTd HEVD 40 ININZLIVLS

IddISSISSIAN "ALNNOD NOIMVYIN

OMlL 39Vd
4 11gHX3

-4 -

USWa)Es si Jo Bed [elfiajul UR 218 SJUAWBIBIS [BIDUBLI U O} S3JOU YY)

STUIAILOY ONLLYHTJO AT (QISN) AIANOYL HSVD L3N
sjuaunsnipe |ejo]

anuaA2s palsyep Wt (8sea1nsp) aseany|
s@|qefed punyeyu] Ul (esesuoop) esesiou|
a|geAed swie|o uf (asea108p) 8sesIou|
ajqeAleaal SJUNGIoE Uj aseas0ap (esealsu))
‘sangey| pue syasse ul sabueyn
asuadxa uopenaldaq
sapaoe fugeiada Aqg {pasn) papiaoud
ysen Jau o) swaout Bupesado 9)ouUasas 0} SjusLgSNpy
{ss0|) swoou) Bugesadg
SILLALLIY DN YHIL0 Ad (05SN) a3AINCHd HSVD
L3N 0L (8S07) IWOINI SNLLYYIIO SO NOLLYITIONOITY




-18 -
EXHIBIT 8
MARION COUNTY, MISSISSIPPI

STATEMENT OF FIDUCIARY ASSETS AND LIABILITIES
YEAR ENDED SEPTEMBER 30, 2005

Agency Funds
ASSETS
Cash 3 263,937
Due from other funds 32,064
Other receivables (20,907)
Total assets 5 275,094
LIABILITIES
Other liabilities $ 253,010
Intergovernmental payables 22,084
Total liabilities $ 275,094

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



NOTES TO FINANCIAL STATEMENTS
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MARION COUNTY, MISSISSIPPI

NOTES TO FINANCIAL STATEMENTS
YEAR ENDED SEPTEMBER 30, 2005

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A. Financial Reporting Entity - Marion 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 Marion County to present these financial
statements on the primary government and its component units which have significant operational or
financial relationships with the County.

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

e Marion General Hospital

¢ Tri-Community Fire District

+ Southwest Marion Fire District

¢  South Marion Fire District

e Pineburr Fire District

» Foxworth Fire District

s Morgantown Fire District

» Marion County Economic Development District

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

o  Circuit Clerk

s Justice Court Clerk

¢ Purchase Clerk

e Tax Assessor - Collector
&«  Sheriff

B. Basis of Presentation - The County’'s basic financial statements consist of government-wide
statements, including a Statement of Net Assets and a Statement of Activities and fund financial
statements, which provide a detailed level of financial information.
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MARION COUNTY, MISSISSIPPI

NOTES TO FINANCIAL STATEMENTS
PAGE TWO
YEAR ENDED SEPTEMBER 30, 2005

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont.)
Government-wide Financial Statements

The Statement of Net Assets and Statement of Activities display information concerning the
County as a whole. The statements include all nonfiduciary activities of the primary government. For
the most part, the effect of interfund activity has been remaoved from these statements. Governmental
activities which are generally financed through taxes, intergovernmental revenues and other
nonexchange revenues are reported separately from business-type activities. Business-type activities
rely mainly on fees and charges for support.

The Statement of Net Assets presents the financial condition of the governmental activities and
business-type activities of the County at year-end. The Government-wide Statement of Activities
presents a comparison between direct expenses and program revenues for each function or program of
the County’s governmental activities and business-type activities. Direct expenses are those that are
specifically associated with a service, program or department and therefore, are clearly identifiable to a
particular function. Program revenues include charges paid by the recipient of the goods or setvices
offered by the program, grants and contributions that are restricted to meeting the operational or capital
requirements of a particular program. Taxes and other revenues not classified as program revenues are
presented as general revenues of the County, with certain limited exceptions. The comparison of direct
expenses with program revenues identifies the extent to which each business segment or 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 accounting entities. Each fund is accounted for by providing a separate set of self-balancing
accounts that canstitute its assets, liabilities, fund equity, revenues and expenditures/expenses. Funds
are organized into governmental and fiduciary. Major individual Governmental Funds are reported as
separate columns in the fund financial statements. Nonmajor funds are aggregated and presented in a
single column.

C. Measurement Focus and Basis of Accounting - The Government-wide and Fiduciary Funds
financial statements are presented using the economic resources measurement focus and the accrual
basis of accounting. Revenues are recognized when eamed and expenses are recorded when the
liability is incurred or economic asset used, regardless of when the related cash flows take place.
Property taxes are recognized as revenue in the year for which they are levied. Shared revenues are
recognized when the provider government recognizes the liability to the County. Grants are recognized
as revenues as soon as all eligibility requirements have been satisfied.
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MARION COUNTY, MISSISSIPPI

NOTES TO FINANCIAL STATEMENTS
PAGE THREE
YEAR ENDED SEPTEMBER 30, 2005

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

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

The revenues and expenses of Proprietary Funds are 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 revenue and expenses are reported as nonoperating.

Govemmental financial statements are presented using a current financial resources
measurement focus and the medified accrual basis of accounting. Revenues are recognized in the
accounting period when they are both measurable and available to finance operations during the year or
to liquidate liabilities existing at the end of the year. Available means collected in the current period or
within sixty (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 oniy when
payment is due. Property taxes, state appropriations and federal awards are all considered to be
susceptible to accrual and have been recognized as revenues of the current fiscal period.

The County reports the following major Governmental Funds:

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

District 4 Road and Bridge Maintenance Fund - This fund is used to account for monies
specifically budgeted for District 4 road and bridge maintenance.

The County reports the following major Proprietary Funds:

Garbage and Solid Waste Fund - This fund is used to account for the County’s activities
of disposal of solid waste within the County.

Marion/Walthall Correctional Facility Fund - This fund is used to account for the County’s
activities of the men’s correctional facility within the County.
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MARION COUNTY, MISSISSIPPI
NOTES TO FINANCIAL STATEMENTS

PAGE FOUR
YEAR ENDED SEPTEMBER 30, 2005

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

D.

Additionally, the County reports the following fund types:

GOVERNMENTAL FUND TYPES

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

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

PROPRIETARY FUND TYPES

Enterprise Funds - These funds are used to account for those operations that are
financed and operated in a manner similar to private business enterprises or where the
County has decided that periodic determination of revenues eamed, expenses incurred
and/or net income is necessary for management accountability.

FIDUCIARY FUND TYPES

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

Account Classifications - The account classifications used in the financial statements conform
to the broad classifications recommended in Governmental Accounting, Auditing and Financial Reporting

as issued in 2005 by the Government Finance Officers Association.

E.

Deposits and Investments - State law authorizes the County to invest in interest bearing time
certificates of deposit for pericds of fourteen (14) days to one (1) year with depositories and in obligations
of the U.S. Treasury, State of Mississippi, or any County, municipality or school district of this state.

Further, the County may invest in certain repurchase agreements.
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MARION COUNTY, MISSISSIPPI

NOTES TO FINANCIAL STATEMENTS
PAGE FIVE
YEAR ENDED SEPTEMBER 30, 2005

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

Cash includes cash on hand, demand deposits, all certificates of deposit and cash equivalents,
which are short-term highly liquid investments that are readily convertible to cash (generally three (3)
manths or fess). Investments in governmental securities are stated at fair value. However, the County
did not invest in any governmental securities during the fiscal year.

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

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

H. 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 applicable
governmental or business-type activities column in the government-wide financial statement. However,
the capital assets amount reported on the accompanying Statement of Net Assets is not fairly presented
because the County did not maintain adequate subsidiary records documenting the existence,
completeness and valuation of capital assets. All purchased capital assets are stated at historical cost
where records are available and at an estimated historical cost where no records exist. The estimated
historical cost was based on replacement cost multiplied by the consumer price index implicit price
deflator for the year of acquisition. The extent to which capital assets 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 de 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.

Governmental accounting and financial reporting standards allow governments meeting certain
criteria to retroactively report major general infrastructure assets by September 30, 2007. Current year
general infrastructure assets are required to be reported. General infrastructure assets acquired after
September 30, 1980, are reported on the government-wide financial statements. General infrastructure
assets include all roads and bridges and other infrastructure assets.
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MARION COUNTY, MISSISSIPPI

NOTES TO FINANCIAL STATEMENTS
PAGE SIX
YEAR ENDED SEPTEMBER 30, 2005

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

Capital assets acquired or constructed for Proprietary Fund operations are capitalized at cost in
the respective funds in which they are utilized. No interest is capitalized on self-constructed assets
because noncapitalization of interest does not have a material effect on the County's financial
statements. Donated capital assets are recorded at their fair value at the time of donation.

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-ine 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.

Capitalization Estimated

Thresholds Useful Life
Land $ - n/a
Infrastructure - 20-50 years
Buildings 50,000 40 years
Improvements other than buildings 25,000 20 years
Mobile equipment 5,000 5-10 years
Furniture and equipment 5,000 3-7 years

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.

[ Long-term liabilities - Long-term liabilities are the unmatured principal of bonds, loans, notes or
cther forms of noncurrent or long-term general obligation indebtedness. Long-term liabilities are not
limited to liabilities from debt issuances, but may alse include liabilities on lease-purchase agreements
and other commitments.

In the government-wide financial statements and in the Proprietary Funds in the fund financial
statements, long-term debt and other long-term obligations are reported as liabilities in the applicable
governmental activities, business-type activities or Proprietary Fund Statement of Net Assets.
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MARION COUNTY, MISSISSIPPI

NOTES TO FINANCIAL STATEMENTS
PAGE SEVEN
YEAR ENDED SEPTEMBER 30, 2005

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

Government-wide Financial Statements:

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

Invested in capital assets, net of related debf - Consists of capital assets including restricted
capital assets, net of accumulated depreciation and reduced by the outstanding batances of any bonds,
notes or other borrowings attributable to the acquisition, construction or improvements of those assets.

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

Unrestricted net assets - All other net assets not meeting the definition of “restricted” or
“invested in capital assets, net of related debt.”

Fund Financial Statements:

Govermmental fund equity is classified as fund balance. Fund balance is classified as reserved
or unreserved.

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

K 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.
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MARION COUNTY, MISSISSIPPI

NOTES TO FINANCIAL STATEMENTS
PAGE EIGHT
YEAR ENDED SEPTEMBER 30, 2005

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

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

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

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

M. Compensated Absences - The County has adopted a policy of compensation for accumulated
unpaid employee benefits; however, adequate records are not maintained for determining the amount of
the liability. Therefore, no liability is recorded in the accompanying financial statements as required by
accounting principles generally accepted in the United States of America. We believe the effects of the
unrecorded liability on the financial statements are immaterial.

NOTE 2 - CHANGES IN ACCOUNTING STANDARDS

For the fiscal year ended September 30, 2005, the County implemented Governmental
Accounting Standards Board (GASB) Statement No. 40, Deposit and Invesiment Risk Disclosures, an
amendment of GASB Statement No. 3. GASB Statement No. 40 addresses common deposit and
investment risks related to credit risk, concentration of credit risk, interest rate risk and foreign currency
risk. The provisions of this new statement have been incorporated into the financial statements and the
accampanying notes.
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MARION COUNTY, MISSISSIPPI
NOTES TO FINANCIAL STATEMENTS

PAGE NINE
YEAR ENDED SEPTEMBER 30, 2005

NOTE 3 - PRIOR PERIOD ADJUSTMENT

A summary of significant fund equity adjustments is as follows:

Exhibit 2 - Statement of Activities

Explanation Amount

Governmental Activities

Proprietary fund investments $ (1,075,884)

Accrued liabilities 103,137

Long-term capital related debt (829,253)
Total governmental activities prior period adjustment $ (1,802,000

Business-type Activities

Proprietary fund investments $ 1,075,884

Accrued liabilities (20,690)
Total business-type activities prior period adjustment $ 1,055,194

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

Explanation Amount

Proprietary fund investments $ (1,075,884)

Accrued liabilities 103,137
Total prior period adjustment $ (972,747}

Exhibit & - Statement of Revenues, Expenses and Changes in Fund Net Assets

Explanation Amount
Proprietary fund investments $ 1,075,884
Accrued liabilities (20,690)

Total prior period adjustment $ 1,055,194
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MARION COUNTY, MISSISSIPPI

NOTES TO FINANCIAL STATEMENTS
PAGE TEN
YEAR ENDED SEPTEMBER 30, 2005

NOTE 4 - DEPOSITS AND INVESTMENTS

Deposits - The carrying amount of the County's total deposits with financial institutions at
September 30, 2005, was $3,197,776 and the bank balance was $4,292,456. The collateral for public
entities’ deposits in financial institutions is held in the name of the State Treasurer under a program
established by the Mississippi State Legislature and is governed by Section 27-105-5, Miss. Code Ann.
(1972). Under this program, the entity's funds are protected through a collateral pool administered by the
State Treasurer. Financial institutions holding deposits of public funds must pledge securities as
coliateral against those deposits. In the event of failure of a financial institution, securities pledged by
that institution would be liguidated by the State Treasurer to replace the public deposits not covered by
the Federal Depository Insurance Corporation (FDIC).

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

investments - The County’s investments at year end consisted entirely of money market funds
held by the Bank of New York and Hancock Bank trust department. At year end, the carrying amount of
the County’s investments was $1,375,399 and the cost was $1,375,399. All of the County's investments
are uninsured and unregistered. The money market mutual fund investments are not backed by the full
faith and credit of the federal government. As of September 30, 2005, the County’s investments in Bank
of New York’s Money Market Fund was rated A-1 by Standard’s and Poors.

Credit Risk - State law limits investment to those authorized by Section 19-9-29, Miss. Code
Ann. (1972). The County does not have a formal investment policy that would further limit its investment
choices or one that address credit risk.

Custodial Credit Risk - Investments - Custodial credit risk is the risk that in the event of the
failure of the counterparty, the County will not be able to recover the value of its investments or collateral
securities that are in the possession of an outside party. The County does not have a formal policy for
custodial credit risk.
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MARION COUNTY, MISSISSIPPI
NOTES TO FINANCIAL STATEMENTS
PAGE ELEVEN
YEAR ENDED SEPTEMBER 30, 2005
NOTE 5 - INTERFUND TRANSACTIONS AND BALANCES

The following is a summary of interfund balances at September 30, 2005:

A. Due From/To Other Funds:

Receivable Fund Payable Fund Amount

General Fund Enterprise Funds $ 76,008
General Fund General Fund 4,137
District 4 Road and Bridge Fund General Fund 14,034
Garbage and Solid Waste Fund General Fund 727
Marion/Walthall Correctional Facility General Fund 4,442
Other Governmental Funds General Fund 166,689
Other Enterprise Funds General Fund 1,194
Agency Funds General Fund 32,064

Total $ 299,295

The receivables represent the tax revenue collected but not settled until October, 20085, interest
earned but not allocated between the funds, and indirect costs. All interfund balances are expected to
be repaid within one (1) year from the date of the financial statements.

B. Transfers In/Qut;

Transfer In Transfer Out Amount

General Fund Other Governmental Funds $ 102,410
General Fund (Garbage and Solid Waste

Fund 28,710
Marion/Walthall Correctional Facility Other Enterprise Funds 36,000
Other Governmental Funds General Fund 10,541
Other Governmental Funds Garbage and Solid Waste

Fund 2,661
Cther Governmental Funds Marion/Walthalf Correctional

Facility 11,582
Other Governmental Funds Other Governmental Funds 77,135

Total $ 269,039
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MARION COUNTY, MISSISSIPPI
NOTES TO FINANCIAL STATEMENTS

PAGE TWELVE
YEAR ENDED SEPTEMBER 30, 2005

NOTE 5 - INTERFUND TRANSACTIONS AND BALANCES (Cont)

The principal purpose of interfund transfers was to provide funds for capital outlay, debt service
and the operation and maintenance of the multi-purpose center. All interfund transfers were routine and
consistent with the activities of the fund making the transfer.

NOTE 6 - INTERGOVERNMENTAL RECEIVABLES

Intergovernmental receivables at September 30, 2005 consisted of the following:

Description Amount
Legislative tax credit $ 249,575

NOTE 7 - OTHER RECEIVABLES
Other receivables at September 30, 2005 consisted of the following:

Description Amount

General Fund:

Tax Collector bad checks $ 3,151
Other miscellaneous tax related items 5,200
Total General Fund 8,351

Total all governmental funds $ 8,351
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MARION COUNTY, MISSISSIPPI

NOTES TO FINANCIAL STATEMENTS
PAGE FIFTEEN
YEAR ENDED SEPTEMBER 30, 2005

NOTE 8 - CAPITAL ASSETS (Cont)
Depreciation expense was charged to the following functions:

Governmental Activities:
General government
Public safety
Public works

Total governmental activities depreciation expense
Business-type Activities:
Garhage and Solid Waste
Marion/Walthall Correctional Facility

Women's Correctional Facility

Total business-type aclivities depreciation expense

NOTE 9 - CLAIMS AND JUDGMENTS

Amount

$ 80,683
94,198
1,469,718

161500

Amount

$ 76,260
91,797
33,258

S 201315

Risk Financing - The County finances its exposure to risk of loss related to workers’
compensation for injuries to its employees through the Mississippi Public Entity Workers’ Compensation
Trust, a public entity risk pool. The County pays premiums to the pool for its workers' compensation
insurance coverage, and the participation agreement provides that the pool will be self-sustaining
through member premiums. The retention for the pool is $750,000 for each accident and completely
covers statutory limits set by the Workers' Compensation Commission. Risk of loss is remote for claims
exceeding the poof's retention liability. However, the pool also has catastrophic reinsurance coverage for
statutory limits above the pool's retention, provided by Safety National Casualty Corporation, effective
from January 1, 2005 1o January 1, 2006. The pool may make an overall supplemental assessment or

declare a refund depending on the loss experience of all the entities it insures.
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MARION COUNTY, MISSISSIPPI

NOTES TO FINANCIAL STATEMENTS
PAGE SIXTEEN
YEAR ENDED SEPTEMBER 30, 2005

NOTE 10 - CAPITAL LEASES

As Lessee, the County is obligated for the following capital assets acquired through capital

leases as of September 30, 2005:

Classes of Property

Mobile equipment

Leased property under capital leases

Governmental
Activities

1,378,189

1,378,189

The following is a schedule by years of the total payments due as of September 30, 2005:

Governmental Activities

Year Ending September 30, Principal Interest
2006 $ 206,672 32,196
2007 145,659 26,154
2008 101,610 22,132
2009 630,982 7,395
Totaf $ 1,084,923 87,877

NOTE 11 - SHORT-TERM DEBT AND LIQUIDITY

The following is a summary of short-term debt activity for the year ended September 30, 2005:

Balance Balance
Description of Debt Oct. 1,2004 Additions Reductions Adjustments Sept. 30, 2005
Governmental activities:
Tax anticipation note $ 600,000 $ - $ (600,000) $ $ -
Promissory note - 600,000 - 600,000
$ 600,000 $600,000 $ (600,000) § $ 600,000



-35-
MARION COUNTY, MISSISSIPPI
NOTES TO FINANCIAL STATEMENTS

PAGE SEVENTEEN
YEAR ENDED SEPTEMBER 30, 2005

NOTE 11 - SHORT-TERM DEBT AND LIQUIDITY (Cont.)

During 2005, the County renewed $600,000 of tax anticipation notes that was made to alleviate a

temporary operating cash flow deficiency.

NOTE 12 - LONG-TERM DEBT

Debt cutstanding as of September 30, 2005, consisted of the following:

Amount Final Maturity
Description and Purpose Outstanding  _Interest Rate Date
Governmental Activities:
A. General obligation bonds:
Industrial development bonds $ 2,240,000 4.75 - 5.40% 09/2024
Total general obligation bonds $ 2,240,000
B. Limited obligation bonds:
Hospital revenue bonds $ 1,527,968 5.00% 06/2012
Total limited obligation bonds $ 1,527,968
C. Equipment notes:
District 3 road equipment note $ 60,011 6.50% 12/2006
District 4 road equipment note 12,844 3.49% 06/2006

Total equipment notes $ 72,855
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MARION COUNTY, MISSISSIPPI

NOTES TO FINANCIAL STATEMENTS

PAGE EIGHTEEN

YEAR ENDED SEPTEMBER 30, 2005

NOTE 12 - LONG-TERM DEBT (Cont.)

Amount Final Maturity
Description and Purpose Outstanding  _Interest Rate Date
D. Capital leases:
Mobile equipment - Sheriff Department $ 4,113 6.00% 12/2005
Computer system 16,713 5.34% 07/2006
Radic equipment - Emergency management 45,306 4.09% 11/2007
District 1 road equipment 26,331 2.99% 04/2007
District 1 road equipment 154,635 3.20% 01/2009
District 2 road equipment 24,146 3.20% 03/2006
District 2 road equipment 154,635 3.20% 01/2009
District 3 road equipment 154,635 3.20% 01/2009
District 4 road equipment 26,331 2.99% 04/2007
District 4 road equipment 138,670 3.20% C¢1/2009
District 4 road equipment 79,221 3.30% 01/2009
District 5 road equipment 26,331 2.99% 04/2007
District 5 road equipment 154,635 3.20% 01/2009
District 5 road equipment 79,221 3.20% 01/2009
Total capital leases $ 1,084,923
E. Other loans:
Energy investment loan $ 263,793 9.75% 09/2006
Energy investment loan 454,685 9.75% 05/2006
Shortfall note 169,964 10.00% 06/2006
District 2 road repair loan 33,073 7.25% 04/2006
Total other loans $ 921,515
Business-type activities:
A. Limited obligation bonds:
Urban renewal bonds - correctional facility $ 4,715,000 4.90 - 6.25% 02/2018
Economic development - women's facility 2,000,000 3.62 - 4.50% 03/2023
Total limited obligation bonds $ 6,715,000
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MARION COUNTY, MISSISSIPPI
NOTES TO FINANCIAL STATEMENTS

PAGE NINETEEN
YEAR ENDED SEPTEMBER 30, 2005

NOTE 12 - LONG-TERM DEBT (Cont.)

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

Governmental Activities:

General Obligation Bonds

Year Ending September 30, Principal Interest
2006 $ 65,000 $ 114,668
2007 70,000 111,418
2008 75,000 107,918
2009 80,000 104,168
2010 95,000 100,068
2011 - 2015 505,000 432,043
2016 - 2020 660,000 292,200
2021 - 2025 690,000 95,905
Total $ 2,240,000 $ 1,358,388
Limited Obligation Bonds
Year Ending September 30, Principal Interest
2006 $ 274,450 3 78,565
2007 288,491 64,524
2008 303,251 49,764
2009 318,766 34,249
2010 343,010 17,940
Total $ 1,527,968 $ 245,042
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MARION COUNTY, MISSISSIPPI

NOTES TO FINANCIAL STATEMENTS

PAGE TWENTY

YEAR ENDED SEPTEMBER 30, 2005

NOTE 12 - LONG-TERM DEBT (Cont.)

Other Loans

Year Ending September 30, Principal Interest
2006 $ 264,820 $ 26,639
2007 97,614 19,129
2008 83,130 16,295
2009 85,537 13,688
2010 88,038 11,387
2011 - 2015 302,376 18,964
Total 3 921,515 $ 106,302

Business-type Activities:

Limited Obligation Bonds

Year Ending September 30, Principal Interest
2006 $ 310,000 $ 327,985
2007 335,000 308,791
2008 355,000 289,750
2009 380,000 271,393
2010 400,000 252,433
2011 - 2015 2,385,000 929,992
2016 - 2020 2,060,000 295,398
2021 - 2023 490,000 33,653
Total $ 6,715,000 $ 2,709,395

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 15% of assessed
value of the taxable property within the County, according te the then last completed assessment for
taxation. However, the limitation is increased to 20% whenever a county issues bonds to repair or
replace washed out or collapsed bridges on the public roads of the County. As of September 30, 2005,

the amount of outstanding debt was equal to 6.70% of the latest property assessments.
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MARION COUNTY, MISSISSIPP!
NOTES TO FINANCIAL STATEMENTS

PAGE TWENTY-ONE
YEAR ENDED SEPTEMEBEER 30, 2005

NOTE 12 - LONG-TERM DEBT (Cont.)

The following is a summary of changes in long-term liabilities and obligations for the year ended
September 30, 2005:

(See Table on Next Page)
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MARION COUNTY, MISSISSIPPI
NOTES TO FINANCIAL STATEMENTS

PAGE TWENTY-THREE
YEAR ENDED SEPTEMBER 30, 2005

NOTE 13 - DEFICIT FUND BALANCES OF INDIVIDUAL FUNDS

The following funds reported deficits in fund balances or net assets at September 30, 2005:

Deficit
Fund Amount
Pearl River Basin Narcotics Task Force $ 3,921
Marion County Women's Facility 365,472

NOTE 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 conditional upon
compliance with the terms and conditions of grant agreements and applicable federal regulations,
including the expenditure of resources for allowable purposes. Any disallowance resulting from a grantor
audit may become a liability of the County. No provision for any liability that may result has been
recognized in the County’s financial statements.

Litigation - The County is party to legal proceedings, many of which occur in the normal course
of governmental 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 ultimate liability resulting from these lawsuits will not have a material adverse
effect on the financial condition of the County.

Economic Development Note Contingencies - The County issued a notes payabie to provide
funds for constructing and improving infrastructure for the purpose of economic development. The notes

are paid by the Marion County Economic Development District, a component unit of the County.
However, the County remains contingently liable for the retirement of this note because the full faith,
credit and taxing power of the County is secondarily pledged in case of default by the District. The
principal amount of notes payable outstanding at September 30, 2005, is $721,015.
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MARION COUNTY, MISSISSIPPI

NOTES TO FINANCIAL STATEMENTS
PAGE TWENTY-FOUR
YEAR ENDED SEPTEMBER 30, 2005

NOTE 15 - JOINT VENTURES

The County participates in the following joint venture:

Marion County is a participant with Jefferson Davis County in a jeint venture, authorized by
Section 38-3-9, Miss. Code Ann. (1972), to operate the South Mississippi Regional Library. The joint
venture was created to provide library service for the Counties of Jefferson Davis and Marion and is
governed by a five-member board. The two counties rotate board appointments so that each county has
a majority of board members in alternate years. Complete financial statements for the South Mississippi
Regional Library can be obtained from the Marion County branch located at 900 Broad Street, Columbia,
Mississippi.

NOTE 16 - JOINTLY GOVERNED ORGANIZATIONS
The County participates in the following jointly governed organizations:

Pearl River Community College operates in a district composed of the Counties of Forrest,
Hancock, Jefferson Davis, Lamar, Marion and Pearl River. The Marion County Board of Supervisors
appoints two (2) of the sixteen (16} members of the college board of trustees. The County appropriated
$316,630 for maintenance and support of the college in fiscal year 2005.

Southeast Mississippi Air Ambulance District provides air ambulance service to the Counties of
Covington, Forrest, Greene, Jefferson Davis, Lamar, Marion, Pear River, Perry and Walthall. The
Marion County Board of Supervisors appoints one (1) of the nine (9) members of the board of directors.
There is no ongoing financial interest or responsibility for the appointing authorities. The County
contributed $61,155 for support of the district in fiscal year 2005.

Southern Mississippi Planning and Development District operates in a district composed of the
Counties of Covington, Forrest, George, Greene, Hancock, Harrison, Jackson, Jefferson Davis, Jones,
Lamar, Marion, Pearl River, Perry, Stone, and Wayne. The Marion County Board of Supervisors
appoints one (1) of the twenty-seven (27) members of the board of directors. The County contributes a
small percentage of the district’s total revenue. The County appropriated $40,850 to the agency in fiscal
year 2005.
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MARION COUNTY, MISSISSIPPI

NOTES TO FINANCIAL STATEMENTS
PAGE TWENTY-FIVE
YEAR ENDED SEPTEMBER 30, 2005

NOTE 16 - JOINTLY GOVERNED ORGANIZATIONS (Cont.)

Pearl River Valley Opportunity, Inc. operates in a district composed of the Counties of
Covington, Forrest, Jefferson Davis, Jones, Lamar, Marion, Pearl River, and Perry. The entity was
created to administer programs conducted by community action agencies, limited purpose agencies and
related programs authorized by federal law. The Marion County Board of Supervisors appoints one (1)
of the twenty-four (24) members of the board of directors. The primary source of funding for the entity is
derived from federal funds. Each county provides a modest amount of financial support when matching
funds are required for federal grants. $7,000 was contributed in fiscal year 2005.

Pine Belt Mental Health Care Resources operates in a district composed of the Counties of
Covington, Forrest, Greene, Jefferson Davis, Jones, Lamar, Marion, Perry and Wayne. The Marion
County Board of Superviscrs appoints one (1) of the nine (9) members of the board of commissioners.
The County appropriated $73,157 for support of the agency in fiscal year 2005.

Mississippi Regional Housing Authority VIil 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 governing body is a 15-member board of commissioners, one (1)
appointed by the Board of Supervisors of each of the member counties and one (1) appointed at large.
The County appropriated $353,015 for support of the authority in fiscal year 2005.

NOTE 17 - DEFINED BENEFIT PENSION PLAN

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

Funding Policy - PERS members are required to contribute 7.25% of their annual covered salary
and the County is required to contribute at an actuarially determined rate. The current rate is 10.75% of
annual covered payroll. The contribution requirements of PERS members are established and may be
amended only by the State of Mississippi Legislature. The County's contributions {(employer share only)
to PERS for the years ended September 30, 2005, 2004, and 2003 were $442,427, $387,471, and
$375,812, respectively, equal to the required contributions for each year.
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NOTES TO FINANCIAL STATEMENTS
PAGE TWENTY-SIX
YEAR ENDED SEPTEMBER 30, 2005

NOTE 18 - SUBSEQUENT EVENTS

Subsequent to September 30, 2005, Marion County issued the following debt obligations:

Interest Issue
Issue Date Rate Amount Type of Financing Source of Financing
12/1/2005 3.97% $ 1,000,000 Promisscry Note General Fund
2/7/2006 6.00% 51,086 Road Equipment Note District 3 Road & Bridge Fund
10/5/2006 4.12% 125,000  Promissory Note General Fund
5/8/2007 4.27% 64,795 Lease Purchase District 2 Road & Bridge Fund

51812007 5.03% 133,899  Promissory Note General Fund



REQUIRED SUPPLEMENTARY INFORMATION
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SCHEDULE 1

MARION COUNTY, MISSISSIPPI

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

GENERAL FUND

YEAR ENDED SEPTEMBER 30, 2005

REVENUES
Property taxes
Licenses, commissions and other revenue
Fines and forfeitures
Intergovernmental revenues
Charges for services
Interest income
Miscellaneous revenues
Total revenues

EXPENDITURES
Current:
General government
Public safety
Public works
Health and welfare
Culture and recreation
Conservation of natural resources
Economic development and assistance
Debt service:
Total expenditures

Excess of revenues over {(under) expenditures

OTHER FINANCING SOURCES (USES)
Transfers in
Transfers out
Other sources
Other uses
Toftal other financing sources and uses

NET CHANGE IN FUND BALANCES
Fund balances - beginning

Fund balances - ending

The accompanying notes to the required supplementary
statement.

Original
Budget

$ 4,880,621
210,000

205,500

474,000

100,000

40,000

48,000

5,958,321

3,212,785
1,271,552
20,000
421,065
75,534
60,390
326,325
680,218
6,067,869

(109,548)

109,548

109,548

187,887

5 187,887

information are an integral part of this
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Variance with
Final Actual Final Budget
Budget (Budgetary Basis) Positive (Negative)
5,001,308 $ 5,001,266 $ (42)
241,366 361,478 120,112
230,105 230,105 -
931,198 1,085,936 154,738
274,856 - (274,856)
126,993 126,993 -
152,663 152,521 {142)
6,958,488 6,958,299 (190)
3,451,485 3,420,078 31,407
2,182,664 2,180,072 2,692
20,000 22,027 (2,027)
528,934 528,926 8
80,955 80,945 10
63,391 63,384 7
460,915 456,473 4,442
775,599 775,599 -
7,563,943 7,527,504 36,439
(605,454) (569,205) 36,249
- 133,721 133,721
- (36,282) (36,282)
31,31 600,000 568,689
31,311 697,439 666,128
(574,143) 128,234 702,377
187,887 187,887 -
(386,256) % 316,121 $ 702,377
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SCHEDULE 2
MARION COUNTY, MISSISSIPPI
BUDGETARY COMPARISON SCHEDULE - BUDGET AND ACTUAL (NON-GAAP BASIS)

DISTRICT 4 ROAD AND BRIDGE MAINTENANCE FUND
YEAR ENDED SEPTEMBER 30, 2005

Original
Budget
REVENUES
Property taxes 5 208,500
Licenses, commissions and other revenue 22,000
Intergovernmentat revenues 222,000
Miscellaneous revenues -
Total Revenues 452,500
EXPENDITURES
Current:
Public works 432 587
Debt service:
Principal 70,000
Total Expenditures 502,587
Excess of revenues over (under} expenditures (50,087}
OTHER FINANCING SOURCES (USES]
Other financing sources -
Total Other Financing Sources and Uses -
NET CHANGE IN FUND BALANCES {50,087)
Fund balances - beginning 370,455
Fund balances - ending $ 320,368

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

Final Actual Final Budget
Budget (Budgetary Basis) Positive (Negative)
$ 190,684 $ 185,999 $ (4,685)
65,493 70,169 4,676
264,835 264,835 -
168,631 168,631 -
689,643 689,634 (9)
442 763 442,763 -
218,251 218,251 -
661,014 661,014 N
28,629 28,620 9
36,305 - (36,305)
36,305 - (36,305)
64,934 28,620 (36,314)
370,455 370,455 -
$ 435,389 b 399,075 $ (36,314)
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MARION COUNTY, MISSISSIPPI

NOTES TO THE REQUIRED SUPPLEMENTARY INFORMATION
YEAR ENDED SEPTEMBER 30, 2005

NOTE 1 - 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, the Tax Assessor and the Tax Collector for his or her respective department, prepares an
original budget for each of the Governmental Funds for said fiscal year. The completed budget for the
fiscal year includes for each fund every source of revenue, each general item of expenditure, and the
unencumbered cash and investment balances. When during the fiscal year it appears to the Board of
Supervisors that budgetary estimates will not be met, it may make revisions to the budget.

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

NOTE 2 - BASIS OF PRESENTATION

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

NOTE 3 - BUDGET/GAAP RECONCILIATION

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

1. Revenues are recorded when received in cash (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).
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MARION COUNTY, MISSISSIPPI

NOTES TO THE REQUIRED SUPPLEMENTARY INFORMATION
PAGE TWO
YEAR ENDED SEPTEMBER 30, 2005

NOTE 3 - BUDGET/GAAP RECONCILIATION (Cont.)

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

Governmental Fund Types
District 4
Road & Bridge
Maintenance

General Fund Fund
Budget {(cash basis) 5 128,234 $ 28,620
Increase (decrease):
Net adjustments for revenue accruals 137,060 1,450
Net adjustments for expenditure accruals 32,134 (146)

GAAPF Basis $ 297,428 $ 29,924



SUPPLEMENTAL INFORMATION
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MARION COUNTY, MISSISSIPPI

NOTES TO THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
YEAR ENDED SEPTEMBER 30, 2005

NOTE 1 - SIGNIFICANT ACCOUNTING POLICIES

The accompanying Schedule of Expenditures of Federal Awards is prepared on the modified
accrual basis of accounting.
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INDEPENDENT AUDITOR'S REPORT ON
INTERNAL CONTROL OVER FINANCIAL
REPORTING AND ON COMPLIANCE AND OTHER
MATTERS BASED ON AN AUDIT OF THE PRIMARY
GOVERNMENT FINANCIAL STATEMENTS
PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS

Members of the Board of Supervisors
Marion County, Mississippi
Columbia, Mississippi

We have audited the primary government financial statements of the governmental activities, each
major fund and the aggregate remaining fund information of Marion County, Mississippi, as of and far the
year ended September 30, 2005, which collectively comprise the County's basic primary government
financial statements and have issued our report thereon dated July 25, 2007. The auditor's report on the
primary government financial statements is modified to reflect that the primary government financial
statements do not include the financial data of the County's component units, and the report is qualified on
the governmental activities because the County did not record certain general infrastructure assets and
related depreciation in the government-wide financial statements as required by accounting principles
generally accepted in the United States of America. We conducted our audit in accordance with auditing
standards generally accepted in the United States of America and the standards applicable to financial
audits contained in Government Auditing Standards, issued by the Compiroller General of the United States.

Internal Control Cver Financial Reporting

In planning and performing our audit, we considered Marion County, Mississippi's internal control
over financial reporting in order to determine our auditing procedures for the purpose of expressing our
opinions on the primary government financial statements and not to provide an opinion eon the internal
control over financial reporting. However, we noted certain matters involving the internal control over
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Members of the Board of Supervisors
Marion County, Mississippi

financial reporting and its operation that we consider to be reportable conditions. Reportable conditions
involve matters coming to our attention relating to significant deficiencies in the design or operation of the
internal control over financial reporting that, in our judgment, could adversely affect Marion County,
Mississippi’'s ability to Initiate, record, process, summarize and report financial data consistent with the
assertions of management in the financial statements. Reportable conditions are described in the
accompanying Schedule of Findings and Questioned Costs as items 05-1, 05-2, 05-3, 054 and 05-5.

A material weakness is a condition in which the design or operation of one or more of the internal
control components does not reduce to a relatively low level the risk that misstatements caused by error or
fraud in amounts that would be material in relation to the primary government financial statements being
audited may occur and not be detected within a timely period by employees in the normal course of
performing their assigned functions. Our consideration of the internal contral over financial reporting would
not necessarily disclose all matters in the internal control that might be reportable conditions and,
accordingly, would not necessarily disclose all reportable conditions that are also considered to be material
weaknesses. However, of the reportable conditions described above, we consider item 05-1 to be a
material weakness.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether Marion County, Mississippi's primary
government financial statements are free of material misstatement, we performed tests of its compliance
with certain provisions of laws, regulations, contracts and grant agreements, noncompliance with which
could have a direct and material effect on the determination of financial statement amounts. However,
providing an opinion on compliance with those provisions was not an objective of our audit and, accordingly,
we do not express such an opinion. The results of our tests disclosed certain instances of noncompliance
that are required to be reported under Government Auditing Standards and which are described in the
accompanying Schedule of Findings and Questioned Costs as items 05-1 and 05-2. We also noted a
certain instance of noncompliance which we have reported to the management of Marion County,
Mississippi, in the Independent Auditor's Report on Central Purchasing System, Inventory Control System
and Purchase Clerk Schedules dated July 25, 2007, included within this document.

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

Moctaters ¥ lompongy, A2

Hattiesburg, Mississippi
July 25, 2007



CARL L. NICHOLSON, JR., CFA MEMBERS

RICHARD D HALBERT, CPA AMERICAN INSTITUTE
RICHARD G, TGPF, CPA OF CERTIFIED PUBLIC

T‘” m}g‘ﬂi‘;ﬁﬁc’é‘x& IR, CEA NICHOLSON & COMPANY, PLLC ACCOUNTANTS
WILLIAM T. KELLY, CPA/ABY, CVA CERTIFIED PUBLIC ACCOUNTANTS MISSISSIPPI SOCIETY
SUSAN A. RILEY, CPA 1700 SOUTH 28TH AVENUE OF CERTIFIED PUBLIC
DAWN T. JONES, CPA P.0O. DRAWER 15099 ACCOUNTANTS
MICHAEL W. DAVIS, CPA HATTIESBURG, MISSISSIPPI 39404-5099

GREGORY L. FAIREY, CPA g

JEFFREY M. ALLEN, CPA OTHER OFFICES:
DONALD]. NESTER, CPA 150 OLD HWY 98 EAST
PAIGE MILLSAP, CPA POST OFFICE BOX 609
SHANNON J. JONES, CPA TELEFHONE 601-264-3519 COLUMBIA, MISSISSIPPI 33429
RAMONA J. STEVENS, CPA TOLL FREE 877-842-7137 TELEPHONE: 601-736-3449
ELLEN A. BEVON, CPA FAX 601-264-3642 FAX 601-736-0501

JANICE M. BATES, CPA

LISA M. HANSON, CPA www.nicholsoncpas.com

JOEC.TRAVIS, CPA,CrFA
SCOTTD. PITTS, CPA
JOSEPH C. TOWNSEND, CPA
TRACY W. HAYNES, CPA

INDEPENDENT AUDITOR'S REPORT ON
COMPLIANCE WITH REQUIREMENTS APPLICABLE
TO EACH MAJOR PROGRAM AND INTERNAL CONTROL
OVER COMPLIANCE IN ACCORDANCE WITH
OBM CIRCULAR A-133

Members of the Board of Supervisors
Marion County, Mississippi
Columbia, Mississippi

Compliance

We have audited the compliance of Marion County, Mississippi, with the types of compliance
requirements described in the U.S. Office of Management and Budget (OMB) Circular A-133 Compliance
‘Supplement that are applicable to its major federal program for the year ended September 30, 2005.
Marion County, Mississippi's major federal program is identified in the summary of auditor's results section
of the accompanying Schedule of Finding and Questioned Costs. Compliance with the requirements of
laws, regulations, contracts and grants applicable to its major federal program is the responsibility of Marion
County, Mississippi's management. Our responsibility is to express an opinion on Marion County,
Mississippi’'s compliance based on cur audit.

We conducted our audit of compliance in accordance with auditing standards generally accepted in
the United States of America; the standards applicable to financial audits contained in Government Auditing
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 requirements referred to above that could have a direct and material effect on
a major federal program occurred. An audit includes examining, on a test basis, evidence about Marion
County, Mississippi's compliance with those requirements and performing such other procedures as we
considered necessary in the circumstances. We believe that our audit provides a reasonable basis for our
opinion. Our audit does not provide a legal determination of Marion County, Mississippi’s compliance with
those requirements.
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Members of the Board of Supervisors
Marion County, Mississippi

In our opinion, Marion County, Mississippi, complied, in all material respects, with the requirements
referred to above that are applicable to its major federal program for the year ended September 30, 2005.

Internal Control Over Compliance

The management of Marion County, Mississippi, is responsible for establishing and maintaining
effective internal control over compliance with requirements of laws, regulations, contracts and grants
applicable to federal programs. In planning and performing our audit, we considered Marion County,
Mississippi's internal control over compliance with requirements that could have a direct and material effect
on a major federal program in order to determine our auditing procedures for the purpase of expressing our
opinion on compliance and to test and report on internal control over compliance in accordance with OMB
Circular A-133.

Our consideration of the internal confrol over compliance would not necessarily disclose all matters
in the internal control that might be material weaknesses. A material weakness is a reportable condition in
which the design or operation of one or more of the internal control components does not reduce to a
relatively low level the risk that noncompliance with applicable requirements of laws, regulations, contracts
and grants caused by error or fraud that would be material in relation to a major federal program being
audited may occur and not be detected within a timely period by employees in the normal course of
performing their assigned functions. We noted no matters involving the internal control over compliance
and its operation that we consider to be material weaknesses.

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

J[f—‘.alu\-) ¥ e s

Hattiesburg, Mississippi
July 25, 2007
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INDEPENDENT AUDITOR'S REPORT ON
CENTRAL PURCHASING SYSTEM,
INVENTORY CONTROL SYSTEM,
AND PURCHASE CLERK SCHEDULES
(REQUIRED BY SECTION 31-7-115,
MISSISSIPPI CODE ANNOTATED [1972])

Members of the Board of Supervisors
Marion County, Mississippi
Columbia, Mississippi

We have made a study and evaluation of the central purchasing system and inventory control
system of Marion County, Mississippi, as of and for the year ended September 30, 2005. Our study and
evaluation included tests of compliance of the Purchase Clerk and Inventory Control Clerk records and such
other auditing procedures as we considered necessary in the circumstances.

The Board of Supervisors of Marion County, Mississippi, is responsible for establishing and
maintaining a central purchasing system and inventory control system in accordance with Sections 31-7-101
through 31-7-127, Miss. Code Ann. (1972). In addition, the Board of Supervisors is responsible for
purchasing in accordance with the bid requirements of Section 31-7-13, Miss. Code Ann. {1972). The Board
of Supervisors of Marion County, Mississippi, has established centralized purchasing for all funds of the
County and has established an inventory control system. The objective of the central purchasing system is
to provide reasonable, but not absolute, assurance that purchases are executed in accordance with state
law.

The County did not maintain adequate subsidiary records documenting the existence, completeness
and valuation of capital assets.

Because of inherent limitations in any central purchasing system and inventory control system,
errars or iregularities may occur and not be detected. Also, projection of any evaluation of the system to
future periods is subject to the risk that procedures may become inadequate because of changes in
conditions or that the degree of compliance with the procedures may deteriorate.
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Members of the Board of Supervisors
Marion County, Mississippi

The results of our audit procedures disclosed a certain instance of noncompliance with the
aforementioned code sections. This instance of noncompliance was considered in forming our opinion on
compliance. Our finding and recommendation and your response are disclosed below:

Inventory Control Clerk
Finding
Section 31-7-107, Miss Code Ann. (1972), gives the Office of the State Auditor the authority to

prescribe an accounting system for general fixed assets. We noted the following deficiencies in the
policies and procedures of the intermal control structure for capital assets:

a, The deletion report did not include some assets deleted during the year.
b. There was conflicting historical cost data produced on different reports.
C. All additions were not included on the report.

The lack of documentation resulted in a qualified opinion on the governmental activities and
business-type activities in the Independent Auditor's Report.

Recommendation

The iInventory Control Clerk should implement policies and procedures to maintain accurate
inventory records documenting the existence, completeness and valuation of capital assets.

Inventory Control Clerk's Response
I will comply.
In our opinion, except as explained in the third paragraph and except for the noncompliance

referred to in the preceding paragraph, Marion County, Mississippi, complied, in all material respects, with
state laws governing central purchasing, inventory, and bid requirements.
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Members of the Board of Supervisors
Marion County, Mississippi

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

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

J*[MM "_56*‘7%3. Rzc

Hattiesburg, Mississipp
July 25, 2007
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SCHEDULE 4
MARION COUNTY, MISSISSIPPI

SCHEDULE OF PURCHASES NOT MADE FROM THE LOWEST BIDDER
YEAR ENDED SEPTEMBER 30, 2005

Qur test results did not identify any purchases not made from the lowest bidder.
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SCHEDULE 6
MARION COUNTY, MISSISSIPPI

SCHEDULE OF PURCHASES MADE NONCOMPETITIVELY FROM A SOLE SOURCE
YEAR ENDED SEPTEMBER 30, 2005

Our test results did not identify any purchases made noncompetitively from a sole source.
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LIMITED INTERNAL CONTROL AND
COMPLIANCE REVIEW MANAGEMENT REPORT

Members of the Board of Supervisors
Marion County, Mississippi
Columbia, Mississippi

In ptanning and performing our audit of the financial statements of Marion County, Mississippi, for
the year ended September 30, 2005, we considered Marion County, Mississippi's internal control to
determine our auditing procedures for the purpose of expressing an opinion on the financial statements and
not te provide assurance on internal control.

In addition, for areas not considered material to Marion County, Mississippi's financial reporting we
have performed some additional limited internal control and state legal compliance review procedures as
identified in the state legal compliance audit program issued by the Office of the State Auditor. Our
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 25, 2007, on the financial statements of Marion
County, Mississippi.

These review procedures and compliance tests cannot and do not provide absclute assurance that
all state legal requirements have been complied with. Also, our consideration of internal control would not
necessarily disclose all matters within the internal control that might be weaknesses. In accordance with
Section 7-7-211, Miss. Code Ann. (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.
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Members of the Board of Supervisors
Marion County, Mississippi

The results of our review procedures and compliance tests identified certain immaterial instances of

noncompliance with state laws and regulations and other matters that are opportunities for strengthening

internal controls and operating efficiency. OQur findings and recommendations and your responses are

disclosed below:

Inventory Control Clerk

1. Finding
We noted the following deficiencies in the policies and procedures of the internal control
structure for capital assets:
a. The deletion report did not include some assets deleted during the year.
b. There was conflicting historical cost data produced on different reports.
c. All additions were not included on the report.
The lack of documentation resulted in a qualified apinion on the governmental activities and
the business-type activities in the Independent Auditor's Report.
Recommendation
The Inventery Control Clerk should implement policies and procedures to maintain accurate
inventory records documenting the existence, completeness and valuation of capital assets.
Inventory Control Clerk's Response
| will comply.

Chancery Clerk

2. Finding

According to Section 27-31-05, mineral stamp collections are to be settied by the 15" day of
the next succeeding month. There were several instances where the settlement of the
mineral stamp collections were late.
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Members of the Board of Supervisors
Marion County, Mississippi

Recommendation

The Chancery Clerk should implement procedures to ensure that mineral stamp settlements
are made to the County in a timely matter in accordance with state statute.

Chancery Clerk’'s Response

I will comply.

This report is intended solely for the information and use of management and is not intended to be
and should not be used by anyone other than this party. However, this report is a matter of public record

and its distribution is not limited.

/Adwla,n) 7 % Are

Haftiesburg, Mississippi
July 25, 2007
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MARION COUNTY, MISSISSIPPI

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
YEAR ENDED SEPTEMBER 30, 2005

SECTION 1: SUMMARY OF AUDITOR’S RESULTS

Financial Statements:
1. Type of auditor's report issued on the primary government financial
statements:

Governmental activities

Business-type activities

General Fund

District 4 Road and Bridge Maintenance Fund
Garbage and Solid Waste Fund

Marion/Walthall Correctional Facility

Aggregate remaining governmental fund information
Aggregate remaining proprietary fund information

2. Internal control over financial reporting:
A. Material weakness identified?
B. Reportable condition identified that is not considered tc be a material

weakness?
3. Noncompliance material relating to the primary government financial
statements:
Federal Awards:
4. internal control over major programs:

A. Material weakness identified?
B. Reportable condition identified that is not considered to be a material

weakness?
5. Type of auditor's report issued on compliance for major funds programs:
6. Any audit findings reported as required by Section_.510(a) of Circular A-
1337
7. Federal program identified as major program:

Community Development Block Grant CFDA # 14.219
MEMA Public Assistance Grant CFDA # 97.036

Qualified
Qualified
Unqualified
Ungualified
Qualified
Qualified
Unqualified
Qualified
Yes

Yes

Yes

No
No

Unqualified

No
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MARION COUNTY, MISSISSIPPI

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
PAGE TWO
YEAR ENDED SEPTEMBER 30, 2005

SECTION 1: SUMMARY OF AUDITOR'S RESULTS (Cont.)

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

programs? $300,000
9. Auditee qualified as a low-risk auditee? Yes
10. Prior fiscal year audit finding and questioned cost relative to federal

awards which would require the auditee to prepare a summary schedule
or prior audit findings as discussed in Section_.315(b) of OMB Circular A-
1337 No
SECTION 2: FINANCIAL STATEMENT FINDINGS
Inventory Control Clerk
05-1. Finding

We noted the following deficiencies in the policies and procedures of the internal control
structure for capital assets:

a. The deletion report did not include some assets deleted during the year.
b. There was conflicting historical cost data produced on different reports.
c. All additions were not included on the report.

The lack of documentation resulted in a qualified opinion on the governmental activities
and the business-type activities in the Independent Auditor's Report.
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MARION COUNTY, MISSISSIPPI
SCHEDULE OF FINDINGS AND QUESTIONED COSTS

PAGE THREE
YEAR ENDED SEPTEMBER 30, 2005

SECTION 2;: FINANCIAL STATEMENT FINDINGS (Cont.)

Recommendation
The Inventory Control Clerk should implement policies and procedures to maintain

accurate inventory records documenting the existence, completeness and valuation of
capital assets.

Inventory Control Clerk’'s Response

I will comply.
Chancery Clerk
05-2. Finding

According to Section 27-31-05, mineral stamp collections are to be settled by the 15M
day of the next succeeding month. There were several instances where the settlement
of the mineral stamp collections were late.

Recommendation

The Chancery Clerk should implement procedures tc ensure that mineral stamp
settlements are made to the County in a timely matter in accordance with state statute.

Chancery Clerk's Response

| will comply.
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MARION COUNTY, MISSISSIPPI
SCHEDULE OF FINDINGS AND QUESTIONED COSTS

PAGE FOUR
YEAR ENDED SEPTEMBER 30, 2005

SECTION 2: FINANCIAL STATEMENT FINDINGS (Cont.)

053  Finding

The County is not currently centrally tracking compensated absences for accumulated
leave time earned by active employees.

Recommendation

The County should implement pelicies and procedures that would aflow for consistent
application for tracking accumulated leave time for vacation and sick days earned by
employees to ensure proper accounting for these transactions.

Chancery Clerk's Response

I will comply.
Justice Court Clerk
054. Finding

We noted that proper segregation of duties was not maintained in handling the activities
of the Justice Court Collections in that one person is in control over the checking
accounts, reconciliation of those accounts, and receipts and disbursements of the
checking account funds.

Recommendation
The Justice Court Clerk should implement policies and procedures that would allow for
proper segregation of duties in handing cash transactions and the reconciliation of the

checking account.

I will comply.
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MARION COUNTY, MISSISSIPPI
SCHEDULE OF FINDINGS AND QUESTIONED COSTS

PAGE FIVE
YEAR ENDED SEPTEMBER 30, 2005

SECTION 2: FINANCIAL STATEMENT FINDINGS (Cont.)

Circuit Clerk
05-5. Finding

We noted that proper segregation of duties was not maintained in handling cash
transactions and accounting for activity in the Circuit Clerk’s office.

Recommendation
The Circuit Clerk should implement policies so that proper segregation of duties is

maintained in the Clerk's activities, including receipt of cash, deposit of funds,
reconciliation of clearing, civil and criminal accounts.

Circuit Clerk's Response

| will comply.

SECTION 3: FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

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

awards.



