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INDEPENDENT AUDITOR'’S REPORT

To the Board of Directors
Pearl River County Utility Authority
Picayune, Mississippi

Report on the Financial Statements

We have audited the accompanying financial statements of Pearl River County Utility Authority (the
Authority), as of and for the year ended September 30, 2019, and the related notes to the financial statements,
which collectively comprise the Authority’s basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

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

Auditor’'s Responsibility

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 from material misstatement.

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

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

HATTIESBURG COLUMBIA GULFPORT
2 Southern Pointe Parkway, Suite 100 150 Old Highway 98 E 2019 23rd Avenue
Hattiesburg, MS 39401-8025 Columbia, MS 39429-6447 Gulfport, MS 39501-2968

. P. 0. Drawer 15099 P. 0. Box 609 P. 0. Box 1842
Hattiesburg, MS 39404-5099 Columbia, MS 3942%-0609 Gulfport, MS 39502-1842



To the Board of Directors
Pearl River County Utility Authority

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the Authority, as of September 30, 2019, and the respective changes in financial
position and, where applicable, cash flows thereof for the year then ended in accordance with accounting
principles generally accepted in the United States of America.

Other Matters
Required Supplementary Information

Management has omitted the Management Discussion and Analysis that accounting principles generally
accepted in the United States of America require to be presented to supplement the basic financial statements.
Such missing information, although not a part of the basic financial statements, is required by the Governmental
Accounting Standards Board who considers it to be an essential part of financial reporting for placing the basic
financial statements in an appropriate operational, economic, or historical context. QOur opinion on the basic
financial statements is not affected by this missing information.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the Authority’s basic financial statements. The schedule of expenditures of federal awards, as required
by Title 2 U.S. Code of Federal Regulations, Part 200, Uniform Administrative Requirements, Cost Principles, and
Audit Requirements for Federal Awards is presented for purposes of additional analysis and is not a required part
of the basic financial statements.

The schedule of expenditures of federal awards is the responsibility of management and was derived from
and relates directly to the underlying accounting and other records used to prepare the basic financial statements.
Such information has been subjected to the auditing procedures applied in the audit of the basic financial
statements and certain additional procedures, including comparing and reconciling such information directly to the
underlying accounting and other records used to prepare the basic financial statements or to the basic financial
statements themselves, and other additional procedures in accordance with auditing standards generally accepted
in the United States of America. In our opinion, the schedule of expenditures of federal awards is fairly stated, in
all material respects, in relation to the basic financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated January 15,
2020 on our consideration of the Authority's internal control over financial reporting and on our tests of
its compliance with certain provisions of laws, regulations, contracts, and grant agreements and other matters.
The purpose of that report is solely 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 effectiveness of internal
control over financial reporting or on compliance. That report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering the Authority’s internal control over
' ' ing and compliance.

ssissippi
January 15, 2020
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EXHIBIT A
PEARL RIVER COUNTY UTILITY AUTHORITY

STATEMENT OF NET POSITION
SEPTEMBER 30, 2019

ASSETS

CURRENT ASSETS
Cash ‘
Designated cash
Accounts receivable, net of allowance of $156,681
Prepaid expenses
Inventory
Total current assets

CAPITAL ASSETS
Nondepreciable assets
Capital assets being depreciated, net
Total capital assets

NON-CURRENT ASSETS
Deposits
Total non-current assets

Total assets
LIABILITIES AND DEFERRED INFL.OWS OF RESOURCES

CURRENT LIABILITIES
Accounts payable
Notes payable, due within one year
Cther accrued expenses
Customer water deposits
Retainage payable
Total current liabilities

NON-CURRENT LIABILITIES
Notes payable, due after one year
Total non-current liabilities

Toftal liabilities

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

502,466
2,944,071
1,293,365

64,450

127,123

4,831,475

8,297,351
59,683,342

67,880,693

510

510

72,812,678

464,483
441,078
238,634

60,884
496,199

1,701,278

11,269,372

11,269,372

12,970,650




-4-

EXHIBIT A
PAGE TWO

PEARL RIVER COUNTY UTILITY AUTHORITY

STATEMENT OF NET POSITION
SEPTEMBER 30, 2019

DEFERRED INFLOWS OF RESOURCES
{Unearned revenue

NET POSITION
Invested in capital assets, net of related debt
Unrestricted - contributed capital

Unrestricted

Total net position

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

$ 212,685

56,170,243
6,369,479
(2,910,379)

$ 50,629,343
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EXHIBIT B
PEARL RIVER COUNTY UTILITY AUTHORITY

STATEMENT OF REVENUES, EXPENSES, AND CHANGE
IN FUND NET POSITION
YEAR ENDED SEPTEMBER 30, 2019

OPERATING REVENUES
Sewer fees $ 3,661,039
Water fees 234,584
Tap fees 115,882
Miscellaneous revenue §7,380
Total operating revenues 4,098,885
OPERATING EXPENSES
Operations and maintenance - wastewater 544,763
Operations and maintenance - water 58,260
Sludge disposal 112,811
Salaries and benefits 867,056
Legal fees 57,478
Accounting fees 66,000
Other professional services 91,547
Advertising costs 249
Supplies and expenses 272,427
Rental expense 32,012
Repairs and maintenance 1,328,531
Insurance 85,876
Utilities 6,590
Water and sewer taps expenses 145,983
Bad debt expense 511
Loss on disposal of asset 1,035
Depreciation 2,126,802
Total operating expenses 5,797,931
OPERATING LOSS (1,699,046)
NON-OPERATING REVENUES (EXPENSES)
Interest income 22,329
Insurance proceeds 18,742
tnterest expense {97,005)
Total non-operating revenues (expenses) (65,934)
CHANGE IN NET POSITION (1,754,980)
NET POSITION - BEGINNING 61,384,323
NET POSITION - ENDING $ 59,629,343

The notes to the financial statements are an integral part of this statement.
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EXHIBIT C
PEARL RIVER COUNTY UTILITY AUTHORITY

STATEMENT OF CASH FL.OWS
YEAR ENDED SEPTEMBER 30, 2019

CASH FLOWS FROM OPERATING ACTIVITIES
Receipts from.customers
Payments to suppliers
Payments to employees
Other receipts
Net cash providad by operating activities

CASH FLOWS FROM CAPITAL AND RELATED
FINANCING ACTIVITIES
Proceeds of notes payable
Insurance proceeds
Principal payments - notes
Interest payments - notes
Acquisition and construction of capital assets
Net cash used by capital and related financing activities

CASH FLOWS FROM INVESTING ACTIVITIES
Interest income
Net cash provided by investing activities

NET (DECREASE) IN CASH

CASH BALANCES:
Beginning of fiscal year

End of fiscal year
Displayed on Exhibit A as:
Cash

Designated cash

Total displayed on Exhibit A

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

$

3,751,714
(2,245,779)
(870,410)

4,454

639,979

2,513,338

18,742
(344,046)
(38,100)
(3,320,201)

(1,170,267)

22,329

22,329

(507,959)

3,954,496

3,446,537

502,466
2,944,071

3,446,537
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EXHIBIT C
PAGE TWO

PEARL RIVER COUNTY UTILITY AUTHORITY

STATEMENT OF CASH FLLOWS
YEAR ENDED SEPTEMBER 30, 2019

RECONCILIATION OF OPERATING LOSS TO NET
CASH PROVIDED BY OPERATING ACTIVITIES
QOperating loss
Adjustments to reconcile operating loss to net cash
provided by operating activities:
Provision for bad debts
Depreciation
Loss on disposal of asset
(Increase) decrease in:
Accounts receivable
Prepaid expenses
Inventories
Increase (decrease} in:
Accounts payable
Accrued expenses
Customer water deposits
Retainage payable
Deferred revenue

Net cash provided by operating activities

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

$ (1,609,046)

511
2,126,802
1,035

(347,171)
9,174
(13,217)

247,472
36,949
12,735

273,016
(8,281)

$ 639,979
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PEARL RIVER COUNTY UTILITY AUTHORITY

NOTES TO FINANCIAL STATEMENTS
YEAR ENDED SEPTEMBER 30, 2019

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Financial Reporting Entity - Pearl River County Utility Authority (the Authority) was established on
April 18, 2006, under the provisions of The Mississippi Gulf Coast Regional Utility Authority Act of 2006,
Mississippi Code section 49-17-701, and is a palitical subdivision of the State of Mississippi. The Authority is
governed by a seven member Board of Directors. The Directors are appeinted as follows: four directors are
appointed by the Board of Supervisors of Pearl River County; two directors are appointed by the City Council
of the City of Picayune; and ong director Is appointed by the Board of Alderpersons of the City of Poplarville.
The principal function of the Authority is for the planning, acquisition, construction, maintenance, operation
and coordination of water, wastewater and storm water systems in order to ensure the delivery of those
services to citizens residing within the legal boundaries of Pearl River County.

The accounting and reporting framework and the more significant accounting principles and
practices are discussed in subsequent sections of this Note. The remainder of the Notes are organized to
provide explanation, including required disclosures, of the Authority's financial activities for the fiscal year
ended September 30, 2019.

Basis of Presentation - The Authority’s financial statements have been prepared in conformity with
accounting principles generally accepted in the United States of America (GAAP) relative to governmental
entities.

The Authority accounts for its operations within an enterprise fund. Enterprise funds are classified as
proprietary funds by GAAP and are used to account for activities (a) that are financed with debt that is
secured solely by a pledge of the net revenues from fees and charges of the activity; or (b) that are required
by laws or regulations that the activity's costs of providing services, including capital costs (such as
depreciation or debt service), be recovered with fees and charges of the activity; or (¢) that the pricing
policies of the activity establish fees and charges designed to recover its costs, including capital costs {such
as depreciation or debt service).

Enterprise funds are presented using the flow of economic rescurces measurement focus and the
accrual basis of accounting. The economic resources measurement focus means the Authority's assets and
liabilities are segregated between current and non-current, with its equity reported as invested in capital
assets, net of related debt; restricted and unrestricted components. The accrual basis of atcounting
recoghizes revenues when earmed and expenses when liabilities are incurred, regardless of the timing of
related cash flows. Revenue from grants and similar items is recognized in the fiscal year in which all
eligibility requirements have been satisfied. '

{This Space Intentionally Left Blank)
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PEARL RIVER COUNTY UTILITY AUTHORITY

NOTES TO FINANCIAL STATEMENTS
PAGE TWO
YEAR ENDED SEPTEMBER 30, 2019

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

The revenues and expenses of enterprise funds are classified as operating or nonoperating.
Operating revenues and expenses generally result from providing services and producing and delivering
goods in connection with the Authority's principal ongoing operations. The principal operating revenues of
the Authority are charges to customers for sales and services. Operating expenses include the cost of sales
and services, administrative expenses, and depreciation on capital assets. All other revenues and expenses
not meeting this definition are reported as nonoperating.

Cash - Cash consists primarily of amounts on deposit with financial institutions in interest bearing
accounts. Cash and other deposits are reported at fair value at September 30, 2019.

Designated Cash - Cash balances that are internally restricted for future development and
maintenance costs for system assets and deposits received from customers.

Accounts Receivable - Accounts receivable represent uncollected charges for services at
September 30, 2019, net of amounts estimated to be uncollectible. Allowance for uncollectible accounts is
based on historical collection experience and other relevant circumstances.

Prepaid Expenses - Payments made fo vendors for services that will benefit future periods are
recorded as prepaid expenses.

Inventory - Inventory consists primarily of water meters and related supplies and is stated at the
lower of cost and net realizable value. Net realizable value is the estimated selling price in the ordinary
course of business.

Revenue Recognition - Operating revenues consist of user charges for water and wastewater
services or developer permit application fees and are recognized when services are rendered.

Unbilled Revenue - During the year, customer meters are read and billed on a monthly basis.
Because not every meter is read on the same date, revenue for some services is earned but remains

unbilled at September 301", These amounts are not included in accounts receivable at September 30, 2019.

(This Space Intentionally Left Blank)




10 -
PEARL RIVER COUNTY UTILITY AUTHORITY

NOTES TO FINANCIAL STATEMENTS
PAGE THREE
YEAR ENDED SEPTEMBER 39, 2019

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

Capital Assets - Purchased or constructed capital assets are reported at historical cost. Capital
assets contributed to the Authority are stated at estimated fair value at the time of contribution. Maintenance
and repairs are charged to expense as incurred. Expenses which materially increase the value or life of a
capital asset, are capitalized and depreciated over the remaining useful life of the asset. When capital assets
are sold or retired, the related cost and accumulated depreciation is removed from the accounts and any gain
or loss is included in the resulis of operations.

Capital assets are depreciated using the straight-line method over the following estimated useful

lives:
Water production/storage/treatment facility 5- 40 years
Wastewater treatment/delivery/storage systems 2-75 years
Machinery and equipment 5- 25 years
Office furniture/software 3-5vyears

Construction in Progress - It is the Authority's policy fo capitalize all direct costs associated with
construction in progress as incurred.

Unearned Revenue - The Authority has set aside funds to defer future development andfor
maintenance costs of system assets for the River Oaks and Hide-A-Way Lake systems. The Authority will
not recognize the related revenue until a future event occurs.

Net Position - The Authority classifies net position into three components:

Invested in Capital Assets, net of Related Debt - consists of all capital assets, net of accumulated
depreciation, where applicable, and reduced hy outstanding debt that is attributable to the acquisition,
construction and improvement of those assets. Debt related to unspent proceeds or other restricted cash
and investments is excluded from the determination.

Restricted Net Assets - consists of net assets for which constraints are placed thereon by external
parties, such as lenders, grantors, contributors, laws, regulations and enabling legisiation. The Authority has
no restricted assets at September 30, 2019,

Unrestricted Net Assets - consists of all other net assets not included in the above categories.

It is the Authority's policy to first apply restricted resources then unrestricted resources when an
expense is incurred for purpeses where both restricted and unrestricted net assets are available.
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PEARL RIVER COUNTY UTILITY AUTHORITY

NOTES TC FINANCIAL STATEMENTS
PAGE FOUR
YEAR ENDED SEPTEMBER 30, 2019

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

Use of Estimates - The preparation of financial statements in conformity with accounting principles
generally accepted in the United States of America requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and
liabilities at the date of the financial statements and the reported amounts of revenues and expenses during
the reporting period. Accordingly, actual results could differ from those estimates.

Subsequent Events - Management of the Authority has evaluated subsequent events as
of January 15, 2020, which is the date the financial statements were available to be issued. There have
been no significant events to report as of the date previously stated.

Change in Accounting Principle - The District implemented the following standards issued by the
Governmental Accounting Standards Board {(GASB) in the current fiscal year as required:

s (GASB Statement No.83, Ceriain Asset Retirement Obligations. The provisions of this standard have
been incorporated into the financial statements and notes.

« (GASB Statement No, 88, Certain Disclosures Related to Debt, including Direct Borrowings and
Direct Placements. The provisions of this standard have been incorporated into the financial
statements and notes.

NOTE 2 - DEPOSITS

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 Seclion 27-
105-5, Miss. Code Ann. (1972). Under this program, the entity's funds are protected through a collateral pool
administered by the State Treasurer. Financial institutions holding deposits of public funds must pledge
securities as collateral against those deposits. In the event of failure of a financial institution, securities
pledged by that institution would be liquidated by the State Treasurer to replace the public deposits not
covered by the Federal Depository Insurance Corporation (FDIC).

At September 30, 2019, the carrying amount of the Authcrity's deposits was $3,446,537 and the
bank balance was $3,538,754.

Custodial Credit Risk - Deposits - Custodial credit risk is the risk that in the event of the failure
of a financial institution, the Authority will not be able to recover deposits or collateral securities that are in
the possession of an outside party. The Authority does not have a formal policy for custodial credit risk.
At September 30, 2019, the Authority's bank balance was not exposed to custodial credit risk.
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PEARL RIVER COUNTY UTILITY AUTHORITY
NOTES TO FINANCIAL STATEMENTS

PAGE SIX
YEAR ENDED SEPTEMBER 30, 2019

NOTE 4 - ACCOUNTS PAYABLE

Accounts payable consisted of the following at September 30, 2019:

Legal fees $ 3,500
Utility operation fees 30,257
Construction contracts 407,431
Other payables 23,295
Total accounts payable ' $ 464,483
NOTE 5 - LONG-TERM DEBT
Changes in long-term debt for the year ended September 30, 2019 are as follows:
Balance Balance
9/30/18 Additions Retirements 9/30/19
Notes Payable:
SRF-C280897-01 loan,
maturing 2032; nominal ,
rate, 1.75% for 2019 $ 464,346 % - 3 29530 § 434,816
SRF-C280897-02-0 loan,
maturing 2034; nominal
rate, 1.75% for 2019 740,396 - 41,695 698,701
SRF-C280897-03-0 loan,
maturing 2037; nominal
rate, 1.75% for 2019 5,845,115 - 272,821 5,572,204
SRF-C280897-04-1 loan,
maturing 2039; nominal
rate, 1.75% for 2019 2,491,301 2,513,338 - 5,004,639
Total long-term debt $9,541158 $2,513,338 $ 344,046 §$11,710,450

{This Space Intentionally Left Blank)
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PEARL RIVER COUNTY UTILITY AUTHORITY
NOTES TO FINANCIAL STATEMENTS
PAGE SEVEN
YEAR ENDED SEPTEMBER 30, 2019

NOTE 5 - LONG-TERM DEBT (Cont.)

Debt service requirements on the WPCRLF Loans at September 30, 2019, including projected debt
service payments for SRF-C280897-04-1, are presented in the following schedule:

WPCRLF Loans

Year of Maturity Principal Amount Interest Amount
2020 $ 441,078 3 104,877
2021 632,379 102,158
2022 643,535 181,002
2023 654,888 169,649
2024 666,441 158,006
2025-2029 3,512,758 609,928
2030-2034 3,734,919 290,293
2035-2039 1,424,452 26,665
Total $ 11,710,450 $ 1,822,668

NOTE 6 - ASSET RETIREMENT OBLIGATION

The Autherity has determined that based on the highly unlikely scenario of water and/or sewer
services no longer being required across its service area and the numerous variables that would be involved
with completely abandoning its plant facilities it is unabie to feasibly determine the calculation of this liability
as of September 30, 2019,

NOTE 7 - RISK MANAGEMENT
Environmental Remediation:

The Authority owns and operates wastewater collection and treatment systems as well as public
water supply wells, storage tanks, treatment facilities and delivery pipelines. The normal operations of these

systems involve products with environmental and health concerns.

The Authority has received National Environmental Policy Act (NEPA) clearance on all sites/locations
of the water and wastewater facilities.
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PEARL RIVER COUNTY UTILITY AUTHORITY

NOTES TO FINANCIAL STATEMENTS
PAGE EIGHT
YEAR ENDED SEPTEMBER 30, 2019

NOTE 7 - RISK MANAGEMENT (Cont.)
Biflings and Collections Policies and Procedures:

The Authority has implemented pelicies and procedures designed to provide assurance of accurate
sewer billings and timely collections from the Authority's service areas, including participating local
governments. This is an ongoing process that will include rate studies in order to ascertain regulatory
compliance as well as the financial considerations inherent to these functions for a utility district.

Insurance:

The Authority is exposed to various risks of loss related to torts; theft of, damage to and destruction
of assets; and errors and omissions for which the Authority carries commercial insurance.

As of September 30, 2019, the Authority's insurance coverage consists of surety bonds on its board
members and clerks, summarized as follows:

Covered Person Amount

Cliff Diamond $ 100,000
Brenda DeArmas 100,000
Monigue Boudreaux 50,000
Tabatha Butler 100,000
Anthony Houchin 100,000
Marcia Johnson 25,000
Billy Spiers 25,000
William Burns 25,000
Charles Jones 25,000
Ernie Lovell 25,000

Total $ 575,000

(This Space Intentionally Left Blank)
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PEARL RIVER COUNTY UTILITY AUTHORITY

NOTES TO FINANCIAL STATEMENTS
PAGE NINE
YEAR ENDED SEPTEMEER 30, 2019

NOTE 8 - RETIREMENT PLAN

Effective January 1, 2012, the Authority established a Section 401(k) retirement plan for employees
who have met the eligibility requirements of being at least 19 years of age and who have been employed for
2 months. The Authority matches 100.00% of the employees’ voluntary salary deferral contributions up to a
maximum of 5.00% of the employees’ compensation. Discretionary employer contributions are authorized
under the plan document to be allocated to each employee who is an active participant at the end of the plan
year. After completing one year of service, employer contributions are vested in increments of 20.00% per
year until fully vested in year five. For the year ended September 30, 2019, the Authority incurred current
year pension benefit expense of $18,568 and had prior employee forfeitures of $4,685.

{This Space Intentionally Left Blank)
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PEARL RIVER COUNTY UTILITY AUTHORITY

NOTES TC SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
YEAR ENDED SEPTEMBER 30, 2019

NOTE 1 - BASIS OF PRESENTATION

The accompanying schedule of expenditures of federal awards (the Schedule) includes the federal
grant activity of the Authority under programs of the federal government for the year ended September 30,
2019. The information in this Schedule is presented in accordance with the requirements of Titlie 2 U.S.
Code of Federal Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit
Requirements for Federal Awards. Because the Schedule presents only a selected portion of the operations
of the Authority, it is not intended to and does not present the financial position, changes in net assets, or
cash flows of the Authority.

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Expenditures reported on the Schedule are reported on the accrual basis of accounting. Such
expenditures are recognized following the cost principles contained in Title 2 U.S. Code of Federal
Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audif Requirements for

Federal Awerds, wherein certain types of expenditures are not allowable or are limited as to reimbursement.

Pass-through entity identifying numbers are presented where available.

NOTE 3 - CLEAN WATER STATE REVOLVING FUNDS

The Authority received loan proceeds attributable to federal awards in the amount of $1,892,979
during fiscal year 2019. These funds are included in the federal expenditures presented in the schedule,

NOTE 4 - DE MINIMIS COST RATE

The Authority elected not to recover indirect costs for federal programs using the 10% de minimis
cost rate allowed by the Uniform Guidance in Section 414.

See independent auditor's report.
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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 FINANCIAL STATEMENTS
PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

To the Board of Directors
Pearl River County Utility Authority
Picayune, Mississippi

We have audited, 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, the financial statements of Pearl River County Utility Authority (the
Authority) as of and for the year ended September 30, 2019 and the related notes to the financial statements, which
collectively comprise the Authority’s basic financial statements as listed in the table of contents, and have issued
our report thereon dated January 15, 2020.

Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered the Authority's internal control
over financial reporting (internal control) to determine the audit procedures that are appropriate in the circumstances
for the purpose of expressing our opinions on the financial statements, but not for the purpose of expressing an
opinion on the effectiveness of the Authority's internal control. Accordingly, we do not express an opinion on the
effectiveness of the Authority’s internal control.

A deficiency in internal control exists when the design or operation of a control does not allow management
or employees in the normal course of performing their assigned functions, to prevent, or detect and correct
misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in internal
control, such that there is a reasonable possibility that a material misstatement of the entity's financial statements will
not be prevented, or detected and corrected on a timely basis. A significant deficiency is a deficiency, or a
combination of deficiencies, in internal control that is less severe than a material weakness, yet important enough to
merit attention by those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in internal control that might be material weaknesses or
significant deficiencies. Given these limitations, during our audit we did not identify any deficiencies in internal control
that we consider to be material weaknesses. However, material weaknesses may exist that have not been identified.
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To the Board of Directors
Pearl River County Utility Authority

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Authority’s financial statements are free from
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts,
and grant agreements, noncompliance with which could have a direct and material effect on the determination of
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 no
instances of noncompliance or other matters that are required to be reported under Government Auditing Standards

Purpose of this Report

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

MMﬂssippi

January 15, 2020
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INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE FOR THE MAJOR FEDERAL PROGRAM
AND REPORT ON INTERNAL CONTROL OVER COMPLIANCE IN ACCORDANCE WITH THE UNIFORM
GUIDANCE

To the Board of Directors
Pearl River County Utility Authority
Picayune, Mississippi

Report on Compliance for the Major Federal Program

We have audited Pearl River County Utility Authority's (the Authority) compliance with the types of
compliance requirements described in the OMB Compliance Supplement that could have a direct and material
effect on the Authority's major federal program for the year ended September 30, 2019.The Authority’s major
federal program is identified in the summary of auditor’s results section of the accompanying schedule of findings

and questioned costs.

Management’s Responsibility
Management is responsible for compliance with federal statutes, regulations, and the terms and

conditions of its federal awards applicable to its federal programs.

Auditor’s Responsibility

Our responsibility is to express an opinion on compliance of the Authority’'s major federal program based
on our audit of the types of compliance requirements referred to above. We conducted our audit of compliance in
accordance with auditing standards generally accepted in the United States of America; the standards applicable
to financial audits contained in Government Auditing Standards, issued by the Comptroller General of the United
States; and the audit requirements of Title 2 U.S. Code of Federal Regulations (CFR) Part 200, Uniform
Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards (Uniform Guidance).
Those standards and the Uniform Guidance 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 the Authority’'s compliance with those requirements and performing such other procedures

as we considered necessary in the circumstances.
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To the Board of Directors
Pearl River County Utility Authority
Picayune, Mississippi

We believe that our audit provides a reasonable basis fer our opinion on compliance for the major federal

program. However, our audit does not provide a legal determination of the Authority’s compliance.
Opinion on the Major Federal Program

In our opinion, the Authority complied, in all material respects, with the types of compliance requirements
referred to above that could have a direct and material effect on its major federal program for the year ended
September 30, 2019.

Report on Internal Control over Compliance

Management of the Authority is responsible for establishing and maintaining effective internal contral over
compliance with the types of compliance requirements referred to above. In planning and performing our audit of
compliance, we considered the Authority’s internal control over compliance with the types of requirements that
could have a direct and material effect on the major federal program to determine the auditing procedures that are
appropriate in the circumstances for the purpose of expressing an opinion on compliance for the major federal
program and to test and report on internal control over compliance in accordance with the Uniform Guidance, but
not for the purpose of expressing an opinion on the effectiveness of internal control over compliance. Accordingly,

we do not express an opinion on the effectiveness of the Authority’s internal control over compliance.

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

merit attention by those charged with governance. -




-23-

To the Board of Directors
Pearl River County Utility Authority
Picayune, Mississippi

Our consideration of internal control over compliance was for the limited purpose described in the first
paragraph of this section and was not designed to identify all deficiencies in internal control over compliance that
might be material weaknesses or significant deficiencies. We did not identify any deficiencies in internal control
over compliance that we consider to be material weaknesses. However, material weaknesses may exist that have

not been identified.

The purpose of this report on internal control over compliance is solely to describe the scope of our testing
of internal control over compliance and the results of that testing based on the requirements of the Uniform

Guidance. Accordingly, this report is not suitable for any other purpose.

Mhﬂﬂssippi

January 15, 2020
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PEARL RIVER COUNTY UTILITY AUTHORITY

SCHEDULE CF FINDINGS AND QUESTIONED COSTS
YEAR ENDED SEPTEMBER 30, 2019

SECTION I: SUMMARY OF AUDITOR’S RESULTS

Financial Statements:

Type of auditor's report issued:

2. Internal control over financial reporting:
A. Material weakness identified?
B. Reportable deficiency identified not considered to be a material
weakness?
3. Noncompliance material related to financial statements:
Federal Awards:
4. Internal control over major programs:
A. Materiat weakness identified?
B. Significant deficiency identified not considered to be a material
weakness?
5. Type of auditor’s report issued on compliance for major fund program;
Capitalization Grants for Clean Water State Revolving Funds
6. Any audit findings disclosed that are required to be reported in
accordance with Title 2 U1.S. Code of Federal Regulations Part 200,
Uniform Administrative Requirements, Cost Principles, and Audit
Requirements for Federal Awards?
7. Identification of major program:
CFDA Number Name of Federal Program
66.458 Capitalization Grants for Clean Water State
Revolving Funds
8. Dollar threshold used to distihguish between Type A and Type B
Programs?
9. Auditee qualified as low-risk auditee?

Unmodified

No
None Reported

No

No

None Reported

Unmodified

No

$750,000

No
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PEARL RIVER COUNTY UTILITY AUTHORITY
SCHEDULE OF FINDINGS AND QUESTIONED COSTS

PAGE TWO
YEAR ENDED SEPTEMBER 30, 2019

SECTION II: FINANCIAL STATEMENT FINDINGS

No matters were reported.

SECTION IlI: FINANCIAL AWARD FINDINGS AND QUESTIONED COSTS

No matters were reported.




