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McNairy County, Tennessee
Schedule of Detailed Receipts, Disbursements,
  and Changes in Cash Balance - City Agency Fund
For the Year Ended June 30, 2009

Cash Receipts
  Local Option Sales Tax $ 1,786,046
Total Cash Receipts $ 1,786,046

Cash Disbursements
  Remittance of Revenues Collected $ 1,768,186
  Trustee's Commission 17,860
Total Cash Disbursements $ 1,786,046

Excess of Cash Receipts Over (Under)
  Cash Disbursements $ 0
Cash Balance, July 1, 2008 0

Cash Balance, June 30, 2009 $ 0

Cities -
Sales Tax

Fund
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STATE OF TENNESSEE 
COMPTROLLER OF THE TREASURY 

DEPARTMENT OF AUDIT 
DIVISION OF COUNTY AUDIT 

SUITE 1500 
JAMES K. POLK STATE OFFICE BUILDING 

NASHVILLE, TENNESSEE  37243-1402 
 

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 
 

December 17, 2009 
 
 
McNairy County Mayor and 
 Board of County Commissioners 
McNairy County, Tennessee 
 
To the County Mayor and Board of County Commissioners: 
 
We have audited the financial statements of the governmental activities, the aggregate 
discretely presented component units, each major fund, and the aggregate remaining fund 
information of McNairy County, Tennessee, as of and for the year ended June 30, 2009, 
which collectively comprise McNairy County’s basic financial statements and have issued 
our report thereon dated December 17, 2009. Our report on the aggregate discretely 
presented component units was qualified due to not including the financial statements of 
the McNairy County Airport Authority, which were not available from other auditors as of 
the date of this report. Our report was modified to include a reference to other auditors. We 
conducted our audit in accordance with auditing standards generally accepted in the United 
States of America and the auditing standards applicable to financial audits contained in 
Government Auditing Standards, issued by the Comptroller General of the United States. 
Other auditors audited the financial statements of the discretely presented McNairy 
County Emergency Communications District as described in our report on McNairy 
County’s financial statements. This report does not include the results of the other auditors’ 
testing of internal control over financial reporting or compliance and other matters that are 
reported on separately by those auditors. 
 
Internal Control Over Financial Reporting 
 
In planning and performing our audit, we considered McNairy County’s internal control 
over financial reporting as a basis for designing our auditing procedures for the purpose of 



168 

expressing our opinions on the financial statements, but not for the purpose of expressing 
an opinion on the effectiveness of McNairy County’s internal control over financial 
reporting. Accordingly, we do not express an opinion on the effectiveness of McNairy 
County’s internal control over financial reporting. 
 
Our consideration of internal control over financial reporting was for the limited purpose 
described in the preceding paragraph and would not necessarily identify all deficiencies in 
internal control over financial reporting that might be significant deficiencies or material 
weaknesses. However, as discussed below, we identified certain deficiencies in internal 
control over financial reporting that we consider to be significant deficiencies. 
 
A control deficiency exists when the design or operation of a control does not allow 
management or employees, in the normal course of performing their assigned functions, to 
prevent or detect misstatements on a timely basis. A significant deficiency is a control 
deficiency, or combination of control deficiencies, that adversely affects the entity's ability 
to initiate, authorize, record, process, or report financial data reliably in accordance with 
generally accepted accounting principles such that there is more than a remote likelihood 
that a misstatement of the entity’s financial statements that is more than inconsequential 
will not be prevented or detected by the entity’s internal control. We consider the following 
deficiencies described in the accompanying Schedule of Findings and Questioned Costs to 
be significant deficiencies in internal control over financial reporting: 09.03, 09.04, 09.06, 
09.07, 09.08, 09.10, 09.11, and 09.13. 
 
A material weakness is a significant deficiency, or combination of significant deficiencies, 
that results in more than a remote likelihood that a material misstatement of the financial 
statements will not be prevented or detected by McNairy County’s internal control. 
 
Our consideration of the internal control over financial reporting was for the limited 
purpose described in the first paragraph of this section and would not necessarily identify 
all deficiencies in the internal control that might be significant deficiencies and, 
accordingly, would not necessarily disclose all significant deficiencies that are also 
considered to be material weaknesses. However, we believe that none of the significant 
deficiencies described above is a material weakness. 
 
Compliance and Other Matters 
 
As part of obtaining reasonable assurance about whether McNairy County's financial 
statements are free of material misstatement, we performed tests of its compliance with 
certain provisions of laws, regulations, contracts, and grant agreements, noncompliance 
with which could have a direct and material effect on the determination of financial 
statement amounts. However, providing an opinion on compliance with those provisions 
was not an objective of our audit, and accordingly, we do not express such an opinion.  The 
results of our tests disclosed instances of noncompliance or other matters that are required 
to be reported under Government Auditing Standards and are described in the 
accompanying Schedule of Findings and Questioned Costs as items 09.01, 09.02, 09.05, and 
09.09. 
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We consider item 09.12 described in the accompanying Schedule of Findings and 
Questioned Costs to be a noteworthy control deficiency over financial operations. We also 
noted certain matters that we reported to management of McNairy County in separate 
communications.  
 
McNairy County’s responses to the findings identified in our audit are described in the 
accompanying Schedule of Findings and Questioned Costs. We did not audit McNairy 
County’s responses and, accordingly, we express no opinion on them. 
 
This report is intended solely for the information and use of management, the county 
mayor, director of schools, highway commissioner, County Commission, Board of Education, 
others within McNairy County, 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.  
 
Very truly yours, 

 
Justin P. Wilson 
Comptroller of the Treasury 
 
JPW/yu 
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STATE OF TENNESSEE 
COMPTROLLER OF THE TREASURY 

DEPARTMENT OF AUDIT 
DIVISION OF COUNTY AUDIT 

SUITE 1500 
JAMES K. POLK STATE OFFICE BUILDING 

NASHVILLE, TENNESSEE  37243-1402 
PHONE (615) 401-7841 

 
REPORT ON COMPLIANCE WITH REQUIREMENTS APPLICABLE 

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

 
December 17, 2009 

 
 
McNairy County Mayor and 
  Board of County Commissioners 
McNairy County, Tennessee 
 
To the County Mayor and Board of County Commissioners: 
 
Compliance 
 
We have audited the compliance of McNairy County with the types of compliance 
requirements described in the U.S. Office of Management and Budget (OMB) Circular  
A-133 Compliance Supplement that are applicable to each of its major federal programs for 
the year ended June 30, 2009.  McNairy County's major federal programs are identified in 
the summary of auditor's results section of the accompanying Schedule of Findings and 
Questioned Costs.  Compliance with the requirements of laws, regulations, contracts, and 
grants applicable to each of its major federal programs is the responsibility of McNairy 
County's management. Our responsibility is to express an opinion on McNairy County's 
compliance based on our audit. 
 
We conducted our audit of compliance in accordance with auditing standards generally 
accepted in the United States of America; the standards applicable to financial audits 
contained in Government Auditing 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 McNairy County’s compliance with those requirements and 
performing such other procedures as we considered necessary in the circumstances.  We 
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believe that our audit provides a reasonable basis for our opinion.  Our audit does not 
provide a legal determination on McNairy County’s compliance with those requirements. 
 
In our opinion, McNairy County complied, in all material respects, with the requirements 
referred to above that are applicable to each of its major federal programs for the year 
ended June 30, 2009. 
 
Internal Control Over Compliance 
 
The management of McNairy County 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 McNairy County’s internal control over compliance with the requirements that 
could have a direct and material effect on a major federal program in order to determine 
our auditing procedures for the purpose of expressing our opinion on compliance, but not for 
the purpose of expressing an opinion on the effectiveness of internal control over 
compliance. Accordingly, we do not express an opinion on the effectiveness of McNairy 
County’s internal control over compliance. 
 
A control deficiency in an entity’s internal control over compliance exists when the design 
or operation of a control does not allow management or employees, in the normal course of 
performing their assigned functions, to prevent or detect noncompliance with a type of 
compliance requirement of a federal program on a timely basis. A significant deficiency is a 
control deficiency, or combination of control deficiencies, that adversely affects the entity’s 
ability to administer a federal program such that there is more than a remote likelihood 
that noncompliance with a type of compliance requirement of a federal program that is 
more than inconsequential will not be prevented or detected by the entity’s internal control.   
  
A material weakness is a significant deficiency, or combination of significant deficiencies, 
that results in more that a remote likelihood that material noncompliance with a type of 
compliance requirement of a federal program will not be prevented or detected by the 
entity’s internal control. 
 
Our consideration of internal control over compliance was for the limited purpose described 
in the first paragraph of this section and would not necessarily identify all deficiencies in 
the county’s internal control that might be significant deficiencies or material weaknesses. 
We did not identify any deficiencies in internal control over compliance that we consider to 
be material weaknesses, as defined above.  
 
Schedule of Expenditures of Federal Awards 
 
We have audited the financial statements of the governmental activities, the aggregate 
discretely presented component units, each major fund, and the aggregate remaining fund 
information of McNairy County, Tennessee, as of and for the year ended June 30, 2009, and 
have issued our report thereon dated December 17, 2009.  Our report on the aggregate 
discretely presented components units was qualified due to not including the financial 
statements of the McNairy County Airport Authority, which were not available from other 
auditors as of the date of this report.  Our audit was performed for the purpose of forming 
our opinions on the financial statements that collectively comprise McNairy County’s basic 



173 

financial statements.  The accompanying Schedule of Expenditures of Federal Awards is 
presented for purposes of additional analysis, as required by OMB Circular A-133, 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. 
 
McNairy County’s responses to the findings identified in our audit are described in the 
accompanying Schedule of Findings and Questioned Costs. We did not audit McNairy 
County’s responses and, accordingly, we express no opinion on them. 
 
This report is intended solely for the information and use of management, the county 
mayor, director of schools, highway commissioner, County Commissioners, Board of 
Education, others within McNairy County, 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.   
  
Very truly yours, 

 
Justin P. Wilson 
Comptroller of the Treasury 
 
JPW/yu 
 





McNairy County, Tennessee
Schedule of Expenditures of Federal Awards and State Grants (1)
For the Year Ended June 30, 2009

Federal Pass-through
Federal/Pass-through Agency/State CFDA Entity Identifying
Grantor Program Title Number Number Expenditures

U.S. Department of Agriculture:
 Passed-through State Department of Agriculture:
   National School Lunch Program - (Commodities - Noncash Assistance) 10.555 N/A $ 174,103 (3)
 Passed-through State Department of Education:
  Child Nutrition Cluster:
   School Breakfast Program 10.553 N/A 290,628
   National School Lunch Program 10.555 N/A 925,457 (3)
   Summer Food Service Program for Children 10.559 N/A 71,121
Total U.S. Department of Agriculture $ 1,461,309

U.S. Department of Justice:
 Passed-through State Commission on Children and Youth:
  Juvenile Justice and Delinquency Prevention - Allocation
    to States 16.540 Z0902288400 $ 9,000
Total U.S. Department of Justice $ 9,000

U.S. Department of Education:
 Passed-through State Department of Education:
  Adult Education - Basic Grants to States 84.002 (2) $ 145,200
  Title I Grants to Local Educational Agencies 84.010 N/A 1,105,954
  Special Education - Grants to States 84.027 N/A 886,194
  Career and Technical Education - Basic Grants to States 84.048 N/A 173,638
  Safe and Drug-Free Schools and Communities - State Grants 84.186 (2) 17,215
  Even Start - State Educational Agencies 84.213 (2) 62,498
  Tech-Prep Education 84.243 N/A 16,000
  Twenty-first Century Community Learning Centers 84.287 N/A 524,188
  State Grants for Innovative Programs 84.298 N/A 43
  Education Technology State Grants 84.318 (2) 8,915
  Rural Education 84.358 N/A 117,984
  English Language Acquisition Grants 84.365 N/A 1,967
  Improving Teacher Quality State Grants 84.367 N/A 255,809
  Special Education Grants to State, Recovery Act 84.391 N/A 189,158
  Project Help WIA 84.XXX N/A 25,000
Total U.S. Department of Education $ 3,529,763

U.S. Corporation for National and Community Service:
 Passed-through State Department of Education:
    Learn and Serve America - School and Community
      Based Programs 94.004 (2) $ 11,183
Total U.S. Corporation for National and Community Service $ 11,183

U.S. Department of Homeland Security:
 Passed-through State Department of Military:
  Disaster Grants - Public Assistance (Presidentially Declared Disasters) 97.036 (2) $ 15,279
  Homeland Security Cluster:
    Emergency Management Performance Grants 97.042 (2) 6,339
    Assistance to Firefighters Grant 97.044 (2) 6,489
    Homeland Security Grant Program 97.067 GG0720952 49,262
Total U.S. Department of Homeland Security $ 77,369

Total Expenditures of Federal Awards $ 5,088,624

(Continued)
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McNairy County, Tennessee
Schedule of Expenditures of Federal Awards and State Grants (1) (Cont.)

Federal
Federal/Pass-through Agency/State CFDA Contract
Grantor Program Title Number Number Expenditures

State Grants
  Reappraisal Program - Comptroller of the Treasury N/A (2) $ 10,983
  FastTrack Infrastructure Development Program - State Department of
    Economic and Community Development N/A (2) 655,821
  Litter Program - State Department of Transportation N/A (2) 13,506
  Delta Grant - State Department of Education N/A (2) 3,510
  Safety Grant - Highway 64 - State Department of Transportation N/A (2) 9,386
  Waste Tire Grant - State Department of Environment
    and Conservation N/A (2) 9,077
  Family Preservation and Support Services (Family Resource
    Center) - State Department of Education N/A (2) 33,290
  School to Work - State Department of Education N/A (2) 23,413
  Out of School Youth - State Department of Education N/A (2) 47,152
  Learn and Serve Grant - State Department of Education N/A (2) 6,078
  Early Childhood - Lottery Grant - State Department of Education N/A (2) 285,648
  Early Childhood - Expansion Grant - State Department of Education N/A (2) 379,286
  Coordinated School Health - State Department of Health N/A (2) 94,870
  Safe Schools Act of 2003 - State Department of Education N/A (2) 31,981
  L.E.A.P.S. Grant - State Department of Education N/A (2) 110,679

Total State Grants $ 1,714,680

CFDA = Catalog of Federal Domestic Assistance
N/A = Not Applicable

(1) Presented in conformity with generally accepted accounting principles using the modified accrual 
       basis of accounting.
(2) Information not available.
(3) Total CFDA No. 10.555 is $1,099,560.
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McNairy County, Tennessee 
Schedule of Audit Findings Not Corrected 
June 30, 2009 
 
 
Government Auditing Standards require auditors to report the status of uncorrected 
findings from prior audits. Presented below are findings from the Annual Financial Report 
for McNairy County, Tennessee, for the year ended June 30, 2008, which have not been 
corrected. 
 
OFFICE OF COUNTY MAYOR 
 
Finding  Page 
Number Number Subject                                                                                                      
 
08.04 180 Some county funds were not invested in accordance with state 

statutes 
 
OFFICE OF CIRCUIT AND GENERAL SESSIONS COURTS CLERK 
 
Finding  Page 
Number Number Subject                                                                                                      
 
08.07 183 Execution docket trial balances did not reconcile with cash journal 

accounts 
 
OTHER FINDINGS 
 
Finding  Page 
Number Number Subject                                                                                                      
 
08.10 185 A central system of accounting, budgeting, and purchasing had not 

been adopted 
08.11 185 The register allowed individuals unsupervised access to their offices 

after business hours 
08.12 186 Duties were not segregated adequately in the Offices of Trustee and 

Sheriff 
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McNAIRY COUNTY, TENNESSEE 
 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS 
 

For the Year Ended June 30, 2009 
 

 
PART I, SUMMARY OF AUDITOR’S RESULTS 

 
1. Our report on the aggregate discretely presented component units is qualified.  Our 

report on the governmental activities, each major fund, and the aggregate remaining 
fund information is unqualified. 

 
2. The audit of the financial statements of McNairy County disclosed significant 

deficiencies in internal control. None of these deficiencies was considered to be a 
material weakness. 

 
3. The audit disclosed no instances of noncompliance that are material to the financial 

statements of McNairy County. 
 
4. The audit disclosed no significant deficiencies in internal control over major 

programs. 
  
5. An unqualified opinion was issued on compliance for major programs. 
 
6. The audit revealed no findings that are required to be reported under Section 510(a) 

of OMB Circular A-133. 
 
7. The Child Nutrition Cluster: School Breakfast Program, National School Lunch 

Program, and Summer Food Service Program for Children (CFDA Nos. 10.553, 
10.555, and 10.559); Title I Grants to Local Educational Agencies (CFDA               
No. 84.010); and Special Education – Grants to States (CFDA No. 84.027) were 
determined to be major programs. 

 
8. A $300,000 threshold was used to distinguish between Type A and Type B federal 

programs. 
 
9. McNairy County did not qualify as a low-risk auditee. 
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PART II, FINDINGS RELATING TO THE FINANCIAL STATEMENTS 
 

Findings and recommendations, as a result of our examination, are presented below. We 
reviewed these findings and recommendations with management to provide an opportunity 
for their response.  The written responses of the county mayor have been paraphrased in 
this report. 
 
OFFICE OF COUNTY MAYOR 
 
FINDING 09.01 THE OFFICE HAD DEFICIENCIES IN BUDGET OPERATIONS 

(Noncompliance Under Government Auditing Standards) 
 

Our examination of the County Mayor’s Office revealed the following deficiencies in budget 
operations: 

 
A.  Total expenditures of the Solid Waste/Sanitation Fund exceeded total 

appropriations approved by the County Commission by $10,135. 
 

B. Expenditures exceeded appropriations approved by the County Commission 
in three major appropriation categories (the legal level of control) in the 
General Fund. 

 
C. In numerous instances, salaries exceeded line-item appropriations in the 

General Fund by amounts ranging from $150 to $9,858. 
 
Section 5-9-401, Tennessee Code Annotated, states that “All funds from whatever source 
derived, including, but not limited to, taxes, county aid funds, federal funds, and fines, that 
are to be used in the operation and respective programs of the various departments, 
commissions, institutions, boards, offices and agencies of county governments shall be 
appropriated to such use by the county legislative bodies.” 

 
The budget resolution approved by the County Commission states that the salary, wages, or 
enumeration of each official, employee, or agent of the county will not exceed expenditures 
that accompany this resolution.  Therefore, the salaries that exceeded line-item 
appropriations were expenditures not approved by the County Commission.   
 
These deficiencies exist because management failed to hold spending to the limits 
authorized by the County Commission, which resulted in unauthorized expenditures. 

 
RECOMMENDATION 
 
Expenditures should be held within appropriations approved by the County Commission.  
 
MANAGEMENT’S RESPONSE – COUNTY MAYOR 
 
In response to items A. and B., these over-expenditures occurred because the budget was 
not amended for accounts payable.  In response to item C., McNairy County will properly 
ensure that salary line-items be amended in the future.   

_____________________________ 
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FINDING 09.02 SOME COUNTY FUNDS WERE NOT INVESTED IN 
ACCORDANCE WITH STATE STATUTE 
(Noncompliance Under Government Auditing Standards) 

 
As noted in the prior-year audit report, the county received stock in connection with the 
sale of the hospital, and the county held that stock as an investment.  Stocks are not an 
investment type permitted by Section 5-8-301, Tennessee Code Annotated (TCA).  This 
statute provides that county funds be invested in: (a) bonds, notes, or treasury bills of the 
United States or other obligations guaranteed as to principal and interest by the United 
States or any of its agencies; (b) certificates of deposit and other evidence of deposits at 
Tennessee state chartered banks and savings and loan associations and federally chartered 
banks and savings and loan associations; (c) certain repurchase agreements; (d) the state 
investment pool; (e) certain bonds issued by states and political subdivisions;  
(f) nonconvertible debt securities of certain federal government sponsored enterprises; and 
(g) the county’s own debt issued in accordance with Title 9, Chapter 21 TCA.  This 
deficiency exists because management failed to correct the finding noted in the prior-year 
audit report.  As of June 30, 2008, the value of the stocks was $262,396, and as of  
June 30, 2009, the value of the stocks had decreased to $117,788. 
 
RECOMMENDATION 
 
The county should ensure that funds are invested in accordance with state statute.  
 
MANAGEMENT’S RESPONSE – COUNTY MAYOR 
 
The McNairy County Commission’s Budget Committee has dismissed alternatives for the 
investment of these funds. 
 
AUDITOR’S REBUTTAL 
 
The county is violating state statute by investing in stocks; therefore, the stocks should be 
sold and invested in instruments authorized by state law. 

_____________________________ 
 
 

FINDING 09.03 THE OFFICE HAD DEFICIENCIES IN COMPUTER SYSTEM 
BACKUP PROCEDURES 
(Internal Control – Significant Deficiency Under Government 
Auditing Standards) 

 
System backups were not stored off-site on a regular basis. Sound business practices dictate 
that system backups be stored off-site. This deficiency is the result of management’s failure 
to implement adequate disaster recovery planning procedures.  In the event of a disaster, 
all backup data could be destroyed, resulting in costly delays in generating and recording 
information accounted for through the automated process. 
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RECOMMENDATION 
 
Backups should be rotated off-site on a weekly basis.  Some possibilities for an off-site 
storage location would be another county office building with a fireproof vault or a         
safe-deposit box at a local bank. 
 
MANAGEMENT’S RESPONSE – COUNTY MAYOR 
 
We will regularly store system backups off-site. 

_____________________________ 
 
 
OFFICE OF DIRECTOR OF SCHOOLS 
 
FINDING 09.04 THE OFFICE HAD DEFICIENCIES IN TRAVEL REIMBURSEMENTS 

(Internal Control – Significant Deficiency Under Government Auditing 
Standards) 

 
Our examination of travel reimbursements revealed the following deficiencies: 
 

A. The Board of Education had not adopted formal policies and procedures 
governing travel reimbursements for employees.  Employees had been 
generally using the county’s policy or the state’s travel policy.  Without a 
formal travel policy, employees have no limitations placed on their mileage, 
lodging, and meal expenses.   

 
B. The School Department paid for a meal for board members and their spouses 

totaling $348.  The portion of these expenditures for spouses are not 
appropriate department expenses. 

 
RECOMMENDATION 
 
The Board of Education should adopt formal policies and procedures for the payment of 
travel expenses.  Travel expenses for spouses of board members should not be paid by the 
School Department. 

____________________________ 
 
 
FINDING 09.05 THE SCHOOL DEPARTMENT DID NOT REPORT A FRINGE 

BENEFIT FOR THE DIRECTOR OF SCHOOLS TO THE 
INTERNAL REVENUE SERVICE 
(Noncompliance Under Government Auditing Standards) 

 
The School Department did not report a fringe benefit (a monthly allowance of $500 for 
health insurance) provided the director of schools to the Internal Revenue Service (IRS).  
IRS regulations require an employer to report fringe benefits provided to an employee as 
income on the employee’s Form W-2.  The director of schools advised that he was unaware 
that these amounts should be included on his federal Form W-2. 
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RECOMMENDATION 
 
Fringe benefits provided to the director of schools should be reported on the employee’s 
Form W-2 in compliance with IRS regulations. 

_____________________________ 
 
 
FINDING 09.06 THE SCHOOL FEDERAL PROJECTS FUND HAD A FUND 

DEFICIT AND A CASH OVERDRAFT 
(Internal Control – Significant Deficiency Under Government Auditing 
Standards) 

 
At June 30, 2009, the School Federal Projects Fund had a deficit in unreserved fund 
balance of $4,813 and a cash overdraft of $235,537.  Sound business practices dictate that 
expenditures be held within available funds.  The fund deficit occurred because School 
Department personnel had not requested grant funds timely, and the cash overdraft 
resulted from the issuance of warrants exceeding cash on deposit with the county trustee.  
 
RECOMMENDATION 
 
County officials should take immediate steps to liquidate the fund deficit and provide 
sufficient operating funds.  Also, warrants should not be issued in excess of cash on deposit 
with the county trustee. Steps should be taken during the budgetary process to ensure that 
adequate funding is provided to prevent the recurrence of deficits and overdrafts. 

______________________ 
 
 
OFFICE OF TRUSTEE 
 
FINDING 09.07 THE OFFICE HAD DEFICIENCIES IN COMPUTER SYSTEM 

BACKUP PROCEDURES 
(Internal Control – Significant Deficiency Under Government Auditing 
Standards) 

 
The following weaknesses regarding computer system backup procedures were identified 
during the audit period: 
 

A. System backups were not stored off-site on a regular basis.  In the event of a 
disaster, all backup data could be destroyed, resulting in costly delays in 
generating and recording information accounted for through the automated 
process.  

 
B. A backup log was not maintained. If system backups are not labeled and 

inventoried systematically, discrepancies may occur and affect the integrity 
of system backups in the event of a hardware or software failure. 

 
C. Backups were not tested to ensure reliability. If backup integrity is not 

periodically tested, accurate backup data may not be available in the event of 
a disaster.  
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Sound business practices dictate that proper backup procedures be implemented. This 
deficiency is the result of management’s failure to implement adequate disaster recovery 
planning procedures. 
 
RECOMMENDATION 
 
Backups should be rotated off-site on a weekly basis.  Some possibilities for an off-site 
storage location would be another county office building with a fireproof vault or a safe 
deposit box at a local bank.  Furthermore, these backups should be tested on a periodic 
basis to ensure reliability. A current log of all backups that includes label descriptions, date 
of creation, contents, and storage location should be maintained.  

______________________ 
 
 
OFFICE OF COUNTY CLERK 
 
FINDING 09.08 THE OFFICE HAD DEFICIENCIES IN COMPUTER SYSTEM 

BACKUP PROCEDURES 
(Internal Control – Significant Deficiency Under Government Auditing 
Standards) 

 
System backups were not stored off-site until several months into the fiscal year. Sound 
business practices dictate that system backups be stored off-site. This deficiency is the 
result of management’s failure to implement adequate disaster recovery planning 
procedures.  In the event of a disaster, all backup data could be destroyed, resulting in 
costly delays in generating and recording information accounted for through the automated 
process. When the importance of storing backups off-site was brought to management’s 
attention, they began rotating backups to another location. However, this location exposed 
the backups to environmental conditions that could damage the storage media. 
 
RECOMMENDATION 

 
Backups should be stored in a secure fireproof location. Some possibilities for an off-site 
storage location would be another county office building with a fireproof vault or a         
safe-deposit box at a local bank. 

______________________ 
 
 
OFFICE OF CIRCUIT AND GENERAL SESSIONS COURTS CLERK 
 
FINDING 09.09 EXECUTION DOCKET TRIAL BALANCES DID NOT 

RECONCILE WITH CASH JOURNAL ACCOUNTS 
(Noncompliance Under Government Auditing Standards) 

 
At June 30, 2009, the circuit and general sessions courts clerk had prepared trial balances 
of execution docket cause balances as required by Section 18-2-103, Tennessee Code 
Annotated (TCA). However, these trial balances did not reconcile with cash journal 
accounts by substantial amounts.  The clerk held unidentified funds of $6,414 in Circuit 
Court and $37,271 in General Sessions Court, some of which were carried forward from the 
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former clerk who left office August 31, 2002. Therefore, we were unable to determine if the 
clerk had complied with the provisions of the Unclaimed Property Act, Section 66-29-110, 
TCA. This statute provides that any funds held by the court for more than one year and 
unclaimed by the owner are considered abandoned. Section 66-29-113, TCA, further 
requires these funds to be reported and paid to the state Treasurer’s Office.  This deficiency 
exists because management failed to correct the finding noted in the prior-year audit 
report. 
 
RECOMMENDATION 
 
Execution docket trial balances should be reconciled with cash journal accounts.  Any funds 
held by the court for one year and unclaimed by the owner are considered abandoned and 
should be reported and paid to the state Treasurer’s Office in compliance with state statute. 

_____________________________ 
 
 
FINDING 09.10 THE OFFICE HAD DEFICIENCIES IN COMPUTER SYSTEM 

BACKUP PROCEDURES 
(Internal Control – Significant Deficiency Under Government Auditing 
Standards) 

 
The following weaknesses regarding computer system backup procedures were identified 
during the audit period: 
 

A. Although system backups were performed on a daily basis, only two tapes 
were used.  The reliability of magnetic media declines as backup tapes are 
continually reused.  Magnetic media failure can lead to the inability to 
retrieve data if system backups are not reliable.  The cost of re-creating data 
can be substantial. 

 
B. System backups were not stored off-site.  In the event of a disaster, all 

backup data could be destroyed, resulting in costly delays in generating and 
recording information accounted for through the automated process. 

 
Sound business practices dictate that proper backup procedures be implemented. This 
deficiency is the result of management’s failure to implement adequate disaster recovery 
planning procedures. 
 
RECOMMENDATION 
 
The office should not rely on the use of only two tapes for their backups.  A system backup 
tape labeled for each day of the week should be maintained.  In addition to daily system 
backups, a weekly system backup should be performed, and two copies of this backup 
should be maintained.  Management should store these backups in a secure fireproof 
location.  These backups should be rotated off-site on a weekly basis.  Some possibilities for 
an off-site storage location would be another county office building with a fireproof vault or 
a safe-deposit box at a local bank.   

_____________________________ 
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OFFICE OF REGISTER 
 
FINDING 09.11 THE REGISTER ALLOWED INDIVIDUALS UNSUPERVISED 

ACCESS TO HIS OFFICE AFTER BUSINESS HOURS 
(Internal Control – Significant Deficiency Under Government Auditing 
Standards) 

 
Our examination disclosed that the register did not adequately control access to his office.  
Individuals who were not office employees had unsupervised access to the office after 
business hours.  Sound business practices dictate that unsupervised access to the office 
after business hours weakens internal controls over assets.  This deficiency is the result of 
management’s decision to allow lawyers and title researchers to have keys to the office to 
research documents.  Also, this deficiency is the result of management’s failure to correct 
the finding noted in the prior-year audit report. 
 
RECOMMENDATION 
 
Individuals who are not office employees should not have unsupervised access to the office 
after business hours. 

_____________________________ 
 
 
OTHER FINDINGS AND RECOMMENDATIONS 
 
FINDING 09.12 A CENTRAL SYSTEM OF ACCOUNTING, BUDGETING, AND 

PURCHASING HAD NOT BEEN ADOPTED 
(Internal Control – Control Deficiency Under Government Auditing 
Standards) 

 
County officials had not adopted a central system of accounting, budgeting, and purchasing.  
Sound business practices dictate that establishing a central system would significantly 
improve internal controls over the accounting, budgeting, and purchasing processes.  This 
deficiency is the result of management’s failure to correct the finding noted in the         
prior-year audit report.  The absence of a central system of accounting, budgeting, and 
purchasing has been a management decision by the County Commission resulting in 
decentralization and some duplication of effort. 
 
RECOMMENDATION 
 
County officials should consider adopting the County Financial Management System of 
1981 or a private act, which would provide for a central system of accounting, budgeting, 
and purchasing covering all county departments. 
 
MANAGEMENT’S RESPONSE – COUNTY MAYOR 
 
The McNairy County Commission’s Budget Committee has begun consideration of a central 
system of accounting, budgeting, and purchasing. 

_____________________________ 
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FINDING 09.13 DUTIES WERE NOT SEGREGATED ADEQUATELY IN THE 
OFFICES OF TRUSTEE AND SHERIFF 
(Internal Control – Significant Deficiency Under Government Auditing 
Standards) 

 
Duties were not segregated adequately among officials and employees in the Offices of 
Trustee and Sheriff.  Officials and employees responsible for maintaining accounting 
records were also involved in receipting, depositing, and/or disbursing funds.  Accounting 
standards provide that internal controls be designed to give reasonable assurance of the 
reliability of financial reporting and of the effectiveness and efficiency of operations.  This 
lack of segregation of duties is the result of management’s decisions based on the 
availability of financial resources and is a significant deficiency in internal controls that 
increases the risks of unauthorized transactions.  Also, this deficiency is the result of 
management’s failure to correct the finding noted in the prior-year audit report. 
 
RECOMMENDATION 
 
Officials should segregate duties to the extent possible using available resources. 



188 

PART III, FINDINGS AND QUESTIONED 
COSTS FOR FEDERAL AWARDS 

 
 

There were no findings and questioned costs for federal awards. 
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McNAIRY COUNTY, TENNESSEE 
AUDITEE REPORTING RESPONSIBILITIES 

For the Year Ended June 30, 2009 
 
 

There were no audit findings relative to federal awards presented in the prior- or  
current-years’ Schedules of Findings and Questioned Costs. 
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