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INDEPENnENT AUDITORS' REPORT

Board of Directors
Marshall Jackson 310 Agency, Inc. (a public corporation)
Guntersville, Alabama
Report on the Financial Statements

We have audited the accompanying financial statements of the business-type
activities of Marshall Jackson 3 l 0 Agency, Inc., as of and for the years ended
September 30, 2017 and 2016 and the related notes to the financial statements, which
collectively comprise Marshall Jackson 310 Agency, Inc.'s basic financial statements
as listed in the table of contents.
Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of 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 opinion 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 basic financial statements are
free of material misstatement.
An aucUt involves performing procedures to obtain audit evidence about the amounts
and disclosures in the financial statements. The procedures selected depend on the
auditor's judgment, including the assessment of the risks of material misstatement of
the financial statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the entity's preparation
and fair presentation of the financial statements in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing

Member of Amencan Institute of Certtlled Pwbirc Accountants
Member Alabama Socwty of Cert1fled PubliC Accountants

opinion on the effectiveness of the entity'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.
Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects,
the respective financial position of the business-type activities of Marshall Jackson 310 Agency,
Inc. as of September 30, 20 I 7 and 20 I 6, and the respective changes in financial position, and,
where applicable, cash flows thereof for the years then ended in accordance with accounting
principles generally accepted in the United States of America.
Other Matters

Required Supplementary Information
Accounting principles generally accepted in the United States of America require that the
Management's Discussion and Analysis on pages 4-6, Schedules of Changes in Board's Net
Pension Liability on page 32, and Schedules of Employer Contributions on page 33 be presented
to supplement the basic financial statements. Such 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. We have applied certain limited
procedures to the required supplementary information in accordance with auditing standards
generally accepted in the United States of America, which consisted of inquires of management
about the methods of preparing the information and comparing the information for consistency
with management's responses to our inquiries, the basic financial statements, and other
knowledge we obtained during our audit of the basic financial statements. We do not express an
opinion or provide any assurance on the information because the limited procedures do not
provide us with sufficient evidence to express an opinion or provide any assurance.
Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise Marshall Jackson 310 Agency, Inc.'s basic financial statements. The
schedules of functional expenses are presented for purposes of additional analysis and are not a
required part of the basic financial statements. The combining and individualnonmajor fund
financial statements are the responsibility of management and were derived from and relate
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
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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 schedules of functional expenses are fairly stated in all
material respects in relation to the basic financial statements as a whole.
The Schedule of Board of Directors and Officials has not been subjected to the auditing
procedures applied in the audit of the basic financial statements and accordingly. we do not
express an opinion or provide any assurance on them.
Other Reporting Required by GovernmentAudititzg Standards

In accordance with Government Auditing Standards, we have also issued a report dated June 15,
2018, on our consideration of the Marshall Jackson 310 Agency, Inc.'s internal control over
financial reporting and our tests of its compliance with certain provisions of laws, regulations,
contracts, grants, 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 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 Marshall Jackson 310 Agency, Inc.'s internal control over financial
reporting and compliance.

Dollar & Watson, LLC
Guntersville, Alaban1a
June 15,2018
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MARSHALL JACKSON 310 AGENCY, INC.
MANAGEMENT'S DISCUSSION & ANALYSIS
REQUIRED SUPPLEMENTARY INFOR.l\1ATION
SEPTEMBER 30, 2017
Our discussion and analysis of the Marshall Jackson 310 Agency, Inc.'s (the Authority) financial performance
provides an overview of the Authority's financial activities for the fiscal year ended September 30, 2017.
Please read it in conjunction with the Authority's financial statements and notes to the financial statements,
which immediately follow this analysis.
The Management's Discussion and Analysis (MD&A) is an element of the reporting model adopted by the
Governmental Accounting Standards Board (GASB) in their Statement No. 34, Basic Financial Statements and Management's Discussion and Analysis -for State and Local Governments issued September 1999.
Authority Activities and Highlights
The Authority is an entity formed under Alabama Acts 1967, Act Number 310, commonly referred to as a '"31 0
Board.'' The Authority was formed for the purpose of contracting with the Alabama Department of Mental
Health and Mental Retardation in operating progran1s and facilities for mental retardation services.
The role and function of the Authority is to:
•
•
•
•

Plan and take steps which lead to comprehensive, state, and community action to combat mental
retardation.
Develop a plan to meet the area needs.
Develop public awareness of mental retardation and coordinate state and local activities relating to the
various aspects of mental retardation.
Develop services within resource availability, activate relevant available services, refer to other
approprjate services without bias to any particular provider and submit proposals to the Department of
Mental Health/Mental Retardation, and seek other funding sources. The Authority will also coordinate
the planning and development of resources for community services and support, including residential
placements for individuals eligible for Department of Mental Health/Mental Retardation Services.

The Authority is the local single point of intake for the purposes of coordinating and pla11ning of Department of
Mental Health/Mental Retardation services for Marshall and Jackson Counties.
Using the Financial Statements -An Overview for the User
As a result of the implementation of the GASB 34 reporting model, the financial section now consists of five
parts, - management's discussion and analysis (this section), the independent auditors' report, the basic
financial statements, required supplemental information (not required for enterprise funds), and other
supplemental information.
Because the Authority is considered an enterprise fund and no other funds are component units of the Authority,
many aspects of GASB 34 are not applicable to the financial statements and require little or no changes from
previous years. The enterprise fund presentation required by GASB 34 does not change the appearance of the
financial statements for the Authority or footnotes to those statements. There is no required supplemental
information for an enterprise fund.
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MARSHALL JACKSON 310 AGENCY, INC.
MANAGEMENT'S DISCUSSION & ANALYSIS (Continued)
REQUIRED SUPPLEMENTARY INFORMATION
SEPTEMBER 30, 2017
Analysis of the Authority's Overall Financial Position

As indicated earlier, net position may serve over time as a useful indicator of a government's financial position.
Refer to Table I when reading the following analysis of net position. The Authority's assets exceeded liabilities
by $750,174 at September 30,2017.

Table 1: Summary of Net Position

2017
Current Assets
Property and Equipment
Deferred Outflows of Resources
Total Assets Deferred outflows of Resources

$

Current Liabilities
Net Pension Liability
Total Liabilities
Deferred Inflows of Resources
Net Position -Unrestricted

$

1,991,859
0
270,526
2,262,385

2016
$

1,983,369
0
74,155
2,057,524

1,178,891
329,184
1,508,075

1,403,758
90,689

10,070
744,240

11,749
551,328

1~494,447

$

Net position on the Statement of Net Position includes the following:
Unrestricted- The difference between the assets and liabilities that is not reported as restricted.
Analysis of the Authoritv's Operations

The results of this fiscal year's operations as a whole are reported in detail in the Statement of Revenues and
Expenses. Table 2 below condenses the results of operations for the fiscal year into a format where the reader
can easily see the total revenues of the Authority for the year. It also shows the impact the operations had on
changes in net position as of September 30, 2017.
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MARSHALL JACKSON 310 AGENCY, INC.
MANAGEMENT'S DISCUSSION & ANALYSIS (Continued)
REQUIRED SUPPLEMENTARY INFORMATION
SEPTEMBER 30, 2017

As shown in Table 2, the revenue from the Authority's activities for the year ended September 30, 2017
decreased to $9.2 million, including interest income.
•

Much of the revenue, $9.2 million, was collected from the state government for program services
provided during the year. Decreases in program revenue were followed by decreases in program
expenses. Operating income (loss) increased to $192,912 from the previous year amount of$150,652.

•

Local source revenues are from Alabama multi-needs and DHR for $0.

Table 2: Statement of Revenue and Expenses
2016

2017
Operating Revenues
Program Funds
Other Income and Donations
Interest
Total Operating Revenues

$

Operating Expenses
General
Program
Total Operating Expenses

9,199,238
500
106
9,199,844

$

9,339,614
587
46
9,340,247

185,373
8,821,559
9,006,932

196,702
8,992,893
9,189,595

Operating Income (Loss)

192,912

150,652

Net Position -Beginning

551,328

400 676

$

Net Position - Ending

744,240

$

251,~2&

Financial Statements
The Authority's financial statements are prepared on the accrual basis in accordance with generally accepted
accounting principles promulgated by the Governmental Accounting Standards Board (GASB). The Authority
is structured as a single enterprise fund with revenues recognized when earned, not when received. Expenses
are recognized when incurred, not when they are paid. Capital assets are capitalized and (except land) are
depreciated over their useful lives. See the notes to the financial statements for a sun1mary of the Authority's
significant accounting policies.
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MARSHALL JACKSON 310 AGENCY, INC.
STATEMENTS OF NET POSITION
SEPTEMBER 30,2017 AND 2016

ASSETS AND DEFERRED OUTFLOWS OF RESOURCES
2016

2017
CURRENT ASSETS
Cash
Contracts Receivable

$

TOTAL ASSETS
DEFERRED OUTFLOWS OF RESOURCES
Deferred outflows of resources subsequent to
measurement date
TOTAL ASSETS AND DEFFERED OUTFLOWS OF
RESOURCES

$

489,596
1,502,263

$

478,652
1,504.717

1,991,859

1,983,369

270,526

74,155

2,262,385

$

2,057,524

$

1,364,098
14,682
24,978

LIABILITIES, NET POSITION, AND DEFERRED INFLOWS OF RESOURCES
CURRENT LIABfLITIES
Accounts Payable
Payroll Taxes and Other Withholdings
Accrued Annual Leave

$

1,144,382
11,204
17,371
1,172,957

1,403,758

TOTAL NONCURRENT LIABILITIES
Net Pension Liability

329,184

90,689

NET POSITION
Net Investment in Capital Asset
Restricted Net Position
Unrestricted

744,240

551,328

10,070

11,749

TOTAL CURRENT LIABILITIES

DEFERRED INFLOWS OF RESOURCES
TOTAL LIABILITIES, DEFERRED INFLOWS
OF RESOURCES, AND NET POSITION

$

2,256,451

$

The accompanying Notes to Financial Statements are an integral part of these financial statements.
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2,057,524

MARSHALL JACKSON 310 AGENCY, INC.
STATEMENTS OF REVENUES, EXPENSES, AND CHANGES IN NET POSITION
FOR THE YEARS ENDED SEPTEMBER 30, 2017 AND 2016

2016

2017
OPERATING REVENUES
Department of Mental Health Contract
Other
Interest

$

Total Operating Revenues

9,199,238
500
106

$

9,339,614
587
46

9,199,844

9,340,247

185,373
8,821,559

196,702
8,992.893

9,006,932

9,189,595

192,912

150,652

Increase (Decrease) in Net Position

192,912

150,652

NET POSITION AT BEGINNING OF YEAR

551,328

400,676

OPERATING EXPENSES
Administration
Program
Total Operating Expenses
Operating Income (Loss)

NET POSITION AT END OF YEAR

$

744,240

$

The accompanying Notes to Financial Statements are an integral part of these financial statements.
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551,328

MARSHALL JACKSON 310 AGENCY, INC.
STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED SEPTEMBER 30,2017 AND 2016

2016

2017
CAS"H FLOWS FROM OPERATING ACTIVITIES
Cash Received From Patient Services
Payments to Employees
Payments to Suppliers and Others
Other Receipts

$

9,201,691

$

8,736,166

(415,481)

(491,570)

(8,775,872)

(8,090,007)

606

633

NET CASH PROVIDED (USED) BY OPERATING ACTIVITIES

10,944

155,222

NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS

10,944

155,222

478,652

323,430

CASH AND CASH EQUIVALENTS- Beginning of Year
CASH AND CASH EQUIVALENTS- End of Year
Reconciliation of Operating Income to Net Cash
Provided by Operating Activities:
Operating lncome (Loss)
Adjustments to Reconcile Operating Income to Net 01sh
Provided by Operating Activities:
Changes in Operating Assets and Liabilities
(Increase) Decrease in Prepaid Taxes
{Increase) Decrease in Contracts Receivable
(Increase) Decrease in Deferred Outflows of Resources
Increase (Decrease) in Accounts Payable
Increase (Decrease) in Paytoll Taxes and Other Withholdings
Increase (Decrease) in Accrued Annual Leave
Increase (Decrease) in Deferred Inflows of Resources
Increase (Decrease) in Net Pension Liability

$

489,596

$

478,652

$

192)912

$

150,652

(603,447)
(46,221)
619,752
2,795

2,453
(196,371)
(213,782)

{3,478)
(7,606)
238,495
(1,679)

(4,806)
(16,973)
53,470
4,570

(181,968)

NET CASH PROVIDED (USED) BY OPERATING ACTIVITIES

$

10,944

$

The accompanying Notes to Financial Statements are an integral part of the financial statements.
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155,222

MARSHALL JACKSON 310 AGENCY, INC.
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2017 AND 2016

NOTE 1- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Nature of Activities
The Marshall Jackson 310 Agency, Inc. (the Board) is an entity formed under Alabama Acts 1967, Act Number
310, commonly referred to as a "31 0 Board.'' The Board was formed for the purpose of contracting with the
Alabama Department of Mental Health and Mental Retardation in operating programs and facilities for mental
retardation services.
The Organization receives the majority of its operating funds from the state contract and donations.
Name Change
Marshall-Jackson Mental Retardation Authority, Inc. changed the legal name of the Organization in September
2016 to Marshall Jackson 310 Agency, Inc.
Reporting Entity
In evaluating how to define the Marshall Jackson 310 Agency, Inc., for financial reporting purposes,
management considered all the criteria for determining component units. The basic- but not the only- criteria
for including a potential component unit within the reporting entity are the government's ability to exercise
oversight responsibility. The most significant manifestation ofthi's ability is financial interdependency. Other
manifestations of the ability to exercise oversight responsibility include, but are not limited to, the selection of
governing authority, the designation of management, the ability to significantly influence operations, and
accountability for fiscal matters. A second criterion used in evaluation potential component units is the scope of
public service. Application of this criterion involves considering whether the activity benefits the government
and/or its citizens, or whether the activity is conducted within the geographic boundaries of the government and
is generally available to it citizens. A third criterion used to evaluate potential component units for inclusion or
exclusion from the reporting entity is the existence of special financial relationships, regardless of whether the
government is able to exercise oversight responsibilities. Based upon the application of these criteria, the
Marshall-Jackson Mental Retardation Authority, Inc. does not exercise oversight duties over any other program.
Basis of Accounting
The accounting system is organized and operated on a fund basis. A fund is defined as a fiscal and acco·unting
entity with a self-balancing set of accounts, which are segregated for the purpose of carrying on specific
activities or attaining certain objectives in accordance with special regulations, restrictions, or limitations.
The Board's fund is categorized as a proprietary fund for financial statement presentation purposes. Proprietary
funds include the enterprise fund.
In accordance with GASB Statement No. 62, the Organization applies all applicable FASB and AICPA
pronouncements that do not conflict with or contradict guidance of the GASB. Governments also have the
option of following subsequent private-sector guidance for their business-type activities and enterprise funds~
subject to this same limitation. The Organization has elected not to follow subsequent private-sector guidance.

(Continued)
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MARSHALL JACKSON 310 AGENCY, lNC.
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 20 I 7 AND 2016

NOTE 1 -SUMMARY OF SIGNIFICANT ACCOtJNTING POLICIES (Continued)
Basis of Accounting (Continued)
Proprietary fund financial statements are accounted for using the accrual basis of accounting. Revenues are
recorded when earned and expenses are recorded at the time liabilities are incurred, regardless of when the
related cash flows take place. Grants and similar items are recognized as revenue as soon as all eligibility
requirements imposed by the provider have been met.
Grant revenue, charges for client services, and other income associated with the current fiscal period are all
considered to be susceptible to accrual and have recognized as revenue of the current fiscal period.
Proprietary funds distinguish operating revenues and expenses from non-operating items. Operating revenues
and expenses generally result from providing services in connection with a proprietary fund's principal ongoing
activities. The principal operating revenues of the Board's enterprise fund are charges to clients for services.
Operating expenses for the enterprise fund include cost of services, administrative expenses, and depreciation
on capital assets. All revenues and expenses not meeting this definition are reported as non-operating revenues
and expenses.
Basic Financial Statements - GASB No. 34
Basic financial statements include both government-wide, based on the Board as a whole, and fund financial
statements. While the previous model emphasized fund types, the total of all funds of a particular type, in the
new reporting model the focus is on either the Board as a whole or major individual funds within the fund
financial statements. Both the government-wide and fund financhtl statements categorize activities as either
governmental activities or business-type activities. The Board is engaged only in providing business-type
activities, which are reported using an enterprise fund. These activities are financed in whole or in part by fees
charged to external parties for goods or services. Since the Board does not engage in governmental activities,
the Business-Type Activity (BTA) model is used. This model presents only the financial statements required
for enterprise funds.
Fund financial statements report detailed information about the Board. The focus of governmental and
enterprise fund financial statements is on major funds rather than reporting funds by type. Each major fund is
presented in a single column. The Board's one enterprise fund is considered major. TI1e Board has no nonmajor
funds.
The Board's enterprise fund reports all activities of the Board. Revenues received by providing comprehensive
programs of community based mental retardation and other developmental disabilities services are recognized
as progran1 or grant revenues.

(Continued)
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MARSHALL JACKSON 310 AGENCY, INC.
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30,2017 AND 2016

NOTE I -SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Net Assets
In accordance with GASB Statement No. 34, the Board classified net assets into three components - net
investment in capital assets; restricted; and unrestricted. These classifications are defined as follows:
Net Investment in Capital Assets ~This component of net position consists of capital assets, including
restJ.icted capital assets, net of accumulated depreciation and reduced by the outstanding balances of any
bonds, mortgages, notes, or other borrowings that are attributable to the acquisition, construction, or
improvement of those assets. If there are significant uuspent related debt proceeds at year-end, the
portion of the debt attributable to the unspent proceeds are not included in the calculation of net
investment in capital assets. Rather, that portion of the debt is included in the same net position
component as the unspent proceeds.
Restricted - This component of net position consists of constraints placed on net position use through
external constraints imposed by creditors (such as through debt covenants), grantors, contributors, or
laws or regulations of other governments or constraints imposed by law through constitutional
provisions or enabling legislation.
Unrestricted net position - This component of net position consists of net position that do not meet the
definition of "restricted" of "net investment in capital assets .. "
Cash and Cash Equivalents
Cash and cash equivalents include amounts in demand, deposits as well as short-term investments purchased
with a maturity of three months or less.
Capital Assets
Capital assets are carried at cost for amounts greater than $1,500. Replacements, maintenance and repairs
which do not improve or extend the life of the respective assets are charged to operations as incurred.
Depreciation charges to operations are determined using the straight~line method over the estimated useful lives
of the related assets. Currently, no assets are owned which meet the criteria for capitalization as fixed assets.
Contributions and Contributed Services
All contributions are considered available for unrestricted use uuless specifically restricted by the donor.
When material, the value of contributed services meeting the requirements of recognition in the financial
statements, is recorded in the financial statements as a revenue and an expense. Additionally, many individuals
volunteer their time and perform a variety of tasks, which are not recorded in the financial statements. No
amounts for contributed services have been recorded in the financial statements.
Advertising Costs
Advertising costs for the years ended September 30, 2017 and 2016 were $0 and $0, respectively.
(Continued)
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MARSHALL JACKSON 310 AGENCY. INC.
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2017 AND 2016

NOTE 1 -SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Accumulated Unpaid Annual and Sick Leave
An appropriate liability is recorded for annual leave. Substantially all employees of the Board earn 12 days of
sick leave each year with an accumulation limited to 30 days. No payment is made for unused !?ick leave at
retirement; therefore, no liability is recorded at September 30, 2017 and 2016. Substantially all employees earn
two weeks of annual leave each year after their six month anniversary. Employees may earn an additional oneday of annual leave for each year worked, up to 20 annual leave days. Leave must be used each year by the
employee's anniversary date. Payment is made to employees for unused annual leave at termination or
retirement. Therefore, accrued leave at September 30 reflects all unused leave by employees at September 30.
Use ofEstimates
The preparation of financial statements in conformity with U.S. generally accepted accounting principles
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. Actual results could differ from those
estimates.
Basis of Accounting
The Governmental Accounting Standards Board (GASB) is the accepted standard-setting body for establishing
governmental accounting and financial reporting principles. During the yea.r ended September 30, 2014, the
Board adopted GASB Statement 65, Items previously reported as Assets and Liabilities. GASB 65 establishes
accounting and financial reporting standards and reclassify, as deferred outflows of resources or deferred
inflows of resources, certain items that were previously reported as assets and liabilities and recognizes, as
outflows of resources or inflows of resources, certain items that was previously reported as assets and liabilities.
Included as part of these reclassifications is the expensing of bond issue costs in the year the costs are incurred
instead of amortizing these costs over the tenn of the related bonds prior to implementation of GASB 65.
The Governmental Accounting Standards (GASB) is .the accepted standard-setting body for establishing
governmental accotmting and financial reporting principles. DuriJ:}g the year ended September 30, 2014, the
Boards adopted GASB Statement 62, Codification of Accounting and Financial Reporting Guidance Contained
in Pre-November, 1989 FASB and AICPA Pronouncements and GASB 63, Financial Reporting of Deferred
Outflows of Resources, Deferred Inflows, and Resources, and Net Position. GASB 62 incorporated into the
GASB's authoritative literature c.ertain accounting and financial reporting guidance included in FASB
pronouncements, which does not conflict with or contradict GASB pronouncements, and eliminates the criteria
to apply post-November 30~ 1989 FASB pronouncements that do not conflict with or contradict GASB
pronouncements. GASB 63 establishes a new statement of net position format that reports separately all assets,
deferred outflows of resources, liabilities, deferred inflows of' resources, and net position (which is the net
residual amount of the other elements). The Statements requires deferred outflows of resources and deferred
inflows of resources to be reported separately from assets and liabilities. The financial reporting impact
resulting from the implementation of GASB 63 in the Board's financial statements was the renaming of "Net
Assets" to "Net Position."
(Continued)
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MARSHALL JACKSON 310 AGENCY, INC.
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30,2017 AND 2016

NOTE 1 -SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Basis of Accounting (Continued)
The Board implemented Governmental Accounting Standards Board (GASB) Statement No. 68, Accounting
and Financial Reporting for Pensions (an amendment to GASB Statement No. 27), in the fiscal year ending
September 30, 2015. The implementation of the statement required the Board to record beginning net pension
liability and the effects on net position of contributions made by the Board during the measurement period
(fiscal year ending September 30, 2014). As a result, net position as of October 1, 2013 decreased by $50,522.
Pensions
The Employees' Retirement System of Alabama (the Plan) financial statements are prepared using the
economic resources measurement focus and accrual basis of accounting. Contributions are recognized as
revenues when earned, pursuant to the plan requirements. Benefits and reftmds are recognized when due and
payable in accordance with the terms of the plan. Expenses are recognized when the corresponding liability is
incurred, regardless of when the payment is tnade. Investments are reported at fair value. Financial statements
are prepared in accordance with requirements of the Governmental Accounting Standards Board (GASB).
Under these requirements, the Plan is considered a component unit of the State of Alabama and is in.cluded in
the State's Comprehensive Annual Financial Report.
NOTE 2 -DEPOSITS AND INVESTMENTS
The Board's deposits at September 30, 2017 and 2016 were held by a financial institution in the State of
Alabama's Security of Alabama Funds Enhancement (SAFE) Program. The SAFE Program was established by
the Alabama Legislature and is governed by the provisions contained in the C(Jde of Alabama 1975, Sections
41-14A-l through 41-14A-14. Under the SAFE Program, all public funds are protected through a col1ateral
pool administered by the Alabama State Treasurer's Office. Under this program, 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 financial institution would be liquidated by the State Treasurer to
replace the public deposits not covered by Federal Depository Insurance Corporation (FDIC). If the securities
pledged failed to produce adequate funds, every institution participating in the pool would share the liability for
the remaining balallce.
NOTE 3 - GRANTS AND CONTRACTS RECEIVABLE
As of September 30, 2017 and 2016, all contract receivables were from items related to the state contract. The
Board enters into annual contracts administered by the Alabama Department of Mental Health and Mental
Retardation/Developmental Disabilities (DMH/MR), beginning October 1 of the contract year, to provide
services as specified by the contract. The Board records revenue as services are provided under this contract.
Receivables related to this contract are considered fully collectjble; therefore, no allowance for doubtful
accounts is maintained. If an amount is determined to be uncollectible, due to ineligibility, etc., DMHIMR
reduces a future payment when that determination is made. From time to time, other funding may be obtained
for provision of specified services by receipt of grant awards from state and federal agencies.
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MARSHALL JACKSON 310 AGENCY, INC.
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30,2017 AND 2016

NOTE 4- ACCOUNTS PAYABLE
Accounts payable consist of the following at September 30:
2017
Subcontractors
Suppliers

2016

$

1,122,590
27,726

$

1,358,165
5,933

$

1,150,316

$

1,364,098

NOTE 5 ~TAX AND CORPORATE STATUS
The Board is a tax exempt organization under the provisions of Section 501(c)(3) of the Internal Revenue Code
and Act No. 310, H.591, Acts of Alabama, 1977, Regular Session of Legislature of Alabama. The
Organization's Form 990, Return of Organization Exempt from Income Tax, for the years ending September 30,
2015, 2016, and 2017 are subject to examination by the IRS, generally three years after they were filed.

NOTE 6 -LEASE AGREEMENTS
The Board leases four office spaces for $3,500 and $4,500 per month in annual operating leases. The leases are
month-to-month or annual leases beginning in October of each year. Rental expense for the years ended
September 30,2017 and 2016 was $96,000.
NOTE 7- LETTER OF CREDIT
The Board established a letter of credit with Regions Bank for $250,000. The letter of credit has an interest rate
based on the bank's prime rate, and is renewed annually in November. There was no outstanding balance at
September 30, 2017 and 2016. The letter of credit was renewed in October 2017 and expires in October 2019.
NOTE 8 -RELATED PARTY TRANSACTION
The River Foundation, Inc, was formed in 2007 for the purpose of ovming the property and equipment of the
Organization. The River Foundation, Inc. is a 50l(c)(3) organization. The River Foundation, Inc. and the
Organization will share one board member.
During the years ended September 30, 2017 and 2016, $0 was transferred to The River Foundation, Inc. to assist
with the building expenditures. Begim1ing March 2009, the Board rented office space for $8,000 per month
under an annual lease agreement (See Note 6). Rental expense for the years ended September 30, 2017 and
2016 was $96,000 and $96,000.
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MARSHALL JACKSON 310 AGENCY, INC.
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30,2017 AND 2016

NOTE9-RETIREMENTPLAN
The employees of the Organization are eligible to participate in the State of Alabama Retirement System.
For the year ended September 30, 2015, the Board adopted GASB No. 68 which changed the reporting and
required disclosures of the defined benefit pension plan. The Board selected the earliest measurement date
option (look-back) for fiscal year 2015. The actuarial valuation of the plan was performed as of September 30,
2014 and the measurement date of the Net Pension Liability is as of September 30, 2015.
General Information About the Pension Plan
Plan Description
The Employees' Retirement System of Alabama, an agency multiple-employer plan, was established October 1,
1945 under the provisions of Act 515 of the Legislature of 1945 for the purpose of providing retirement
allowances and other specified benefits for state employees, State Police, and on an elective basis, to all cities,
counties, towns and quasi-public organizations. The responsibility for the general administration and operation
of ERS is vested in its Board of Control. The ERS Board of Control consists of 13 trustees. The Plan is
administered by the Retirement Systems of Alabama (RSA). Title 36-Chapter 27 of the Code of Alabama grants
the authority to establish and amend the benefit terms to the ERS Board of Control. The Plan issues a publicly
available financial report that can be obtained at www.rsa-al.gov.
The ERS Board of Control consists of 13 trustees as follows:
The Governor, ex officio.
The State Treasurer, ex officio.
The State Personnel Director, ex officio.
The State Director of Finance, ex officio.
Three vested members of ERS appointed by the Governor for a term of four years, no two of whom
are from the san1e department of state government nor from any department of which an ex officio
trustee is the head.
6) Six members of ERS who are elected by members from the same category of ERS for a tenn of four
years as follows:
a. Two retired members with one from the ranks of retired state employees and one from the
ranks of retired employees of a city, county, or a public agency each of whom is an active
beneficiary of ERS.
b. Two vested active state employees.
c. Two vested active employees of an employer participating in ERS pursuant to§ 36-27-6.

1)
2)
3)
4)
5)

(Continued)
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MARSHALL JACKSON 310 AGENCY, INC.
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30,2017 AND 2016

NOTE 9- RETIREMENT PLAN (Continued)
Benefits Provided
State law establishes retirement benefits as well as death and disability benefits and any ad hoc increase in
postretirement benefits for the ERS. Benefits for ERS members vest after 10 years of creditable service. State
employees who retire after age 60 (52 for State Police) with 10 years or more of creditable service or with 25
years of service (regardless of age) are entitled to an annual retirement benefit, payable monthly for life. Local
employees who retire after age 60 with I 0 years or more of creditable service or with 25 or 30 years of service
(regardless of age), depending on tl1e particular entity's election, are entitled to an annual retirement benefit,
payable monthly for life. Service and disability retirement benefits are based on a guaranteed minimum or a
formula method, with the member receiving payment under the method that yields the highest monthly benefit.
Under the formula method, members of the ERS (except State Police) are allowed 2.0125% of their average
final compensation (highest 3 of the last 10 years) for each year of service. State Police arc allowed 2.875% for
each year of State Police service in computing the fonnula method.
Act 377 of the Legislature of 2012 established a new tier of benefits (Tier 2) for members hired on or after
January I, 2013. Tier 2 ERS members are eligible for retirement after age 62 (56 for State Police) with 10 years
or more of creditable service and are entitled to an annual retirement benefit, payable monthly for life. Service
and disability retirement benefits are based on a guaranteed minimum or a formula method, with the member
receiving payment under the method that yields the highest monthly benefit. Under the fonnula method, Tier 2
members of the ERS (except State Police) are allowed 1.65% of their average fmal compensation (highest 5 of
the last 10 years) for each year of service. State Police are allowed 2.375% for each year of state police service
in computing the formula method.
Members are eligible for disability retirement if they have 10 years of credible service, are currently in-service,
and determined by the RSA Medical Board to be permanently incapacitated from further performance of duty.
Preretirement death benefits are calculated and paid to the beneficiary based on the member's age, service
credit, employment status and eligibility for retirement.
The ERS serves approximately 877 local participating employers. These participating employers include 297
cities, 65 counties, and 514 other public entities. The ERS membership includes approximately 84,814
participants.
Participant Data
The following is a summary of plan particip~ts of the Board at September 30,2017:
Active Participants
Inactives with Deferred Benefits
Retired Members Receiving Payment

14
l
2

Total Participants

17

(Continued)
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MARSHALL JACKSON 310 AGENCY, INC.
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30,2017 AND 2016

NOTE 9 - RETIREMENT PLAN (Continued)
Contributions
Covered members of the ERS contributed 5% of earnable compensation to the ERS as required by statute until
September 30, 201 I. From October 1, 2011, to September 30, 2012, covered members of the ERS were required
by statute to contribute 7.25% of earnable compensation. Effective October 1, 2012, covered members of the
ERS are required by statute to contribute 7.50% of earnable compensation. Certified law enforcement,
conectionaJ officers, and firefighters of the ERS contributed 6% of earnable compensation as required by
statute until September 30, 2011. From October l, 2011, to September 30, 2012, certified law enforcement,
correctional officers, and firefighters tJf the ERS were required by statute to contribute 8.25% of earnable
compensation. Effective October 1, 2012, certified law enforcement, correctional officers, and firefighters ofthe
ERS are required by statute to contribute 8.50% of earnable compensation. State Police of the ERS contribute
10% of earnable compensation. ERS local participating employers are not required by statute to increase
contribution rates for their members.
Tier 2 covered members of the ERS contribute 6% of earnable compensation to the ERS as required by statute.
Tier 2 certified law enforcement, correctional officers, and firefighters of the ERS are required by statute to
contribute 7% of earnable compensation. Tier 2 State Police members of the ERS contribute 10% of earnable
compensation. These contributions rates are the same for Tier 2 covered members of ERS local participating
employers.
The ERS establishes rates based upon an actuarially determined rate recommended by an independent actuary.
The actuarially dete1mined rate is the estimated an1ount necessary to finance the costs of benefits earned by
employees during the year, with additional amounts to finance any unfunded accrued liability, the preretirement death benefit and administrative expenses of the Plan. For the year ended September 30, 2016, the
Board's active employee contribution rate was 5% of covered employee payroll, and the Board's average
contribution rate to ftmd the normal and accrued liability costs was 4.21% of covered employee payroll.
The Board's contractually required contribution rate for the year ended September 30, 2017 was 5.33% of
pensionable pay for Tier 1 employees, and 2.83% of pensionable pay for Tier 2 employees. These required
contribution rates are based upon the actuarial valuation dated September 30, 2016, a percent of annual
pensionable payroll, and actuarially determined as an amount that, when combined with member contributions,
is expected to finance the costs of benefits earned by members during the year, with an additional amount to
finance any unfunded accrued liability. Total employer contributions to the pension plan from the Board were
$21,138 and $26,237 for the years ended September 30,2017 and 2016, respectively.

(Continued)
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NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2017 AND 2016

NOTE 9 - RETIREMENT PLAN (Continued)
The components of the Board's contributions for the years ended September 30,2017 and 2016 were as follows:
Employee Contributions
Employer Contributions

$

2017
21,138
21,622

$

2016
24,463
26,237

Total

$

42,760

$

50,700

Employer contribution amounts include active employees and cost of living adjustments approved by the Board
for retired employees
Net Pension Liability
The Board's net pension liability was measured as of September 30, 2016, and the total pension liability used
to calculate the net pension liability was determined by an actuarial valuation as of September 30, 2015 rolled
forward to September 30, 2016 using standard roll-forward techniques as shown in the following table:
Total Pension Liability
as of September 30,2015 (a)

$

1,406,351

Entry Age Normal Cost for
October 1, 20 !5- September 30, 2016 (b)

46,815

Actual Benefit Payments and Refunds for
October 1, 2015- September 30, 2016 (c)

(29,998)

Total Pension Liability as of September 30, 20 I 6
[(a) x (1.08)] +(b)- ((c) x (1.04)]

$

1,530,998

Actuarial Assumptions
The total pension liability in the September 30, 2016 actuarial valuation was determined using the following
actuarial assumptions, applied to all periods included in the measurement:
Inflation
Salary increases
Investment rate of return*

3.00%
3J75%- 7.25%
8.00%

*Net of pension plan investment expense, including inflation
Mortality rates for ERS were based on the RP-2000 Combined Mortality Table Projected with Scale AA to
2017 set forward three years for males and two years for females. The rates of mortality for the period after
disability retirement are according to the sex distinct RP-2000 Disability Mortality Table.
(Continued)
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NOTE 9- RETIREMENT PLAN (Continued)
Actuarial Assumptions (Continued)
The actuarial assumptions used in the September 30, 2013 valuation were based on the results of an
investigation of the economic and demographic experience for the ERS based upon participant data as of
September 30, 2010. The Board of Control accepted and approved these changes on January 27, 2012, which
became effective at the beginning of fiscal year 20 12.
The long-ten11 expected rate of return on pension plan investments was detennined using a log-normal
distribution analysis in which best-estimate ranges of expected future real rates of return (expected returns, net
of pension plan investment expense and inflation) are developed for each major asset class. These ranges are
combined to produce the long-term expected rate of return by wdghting the expected future real rates of return
by the target asset allocation percentage and by adding expected inflation. The target asset allocation and best
estimates of geometric real rates of return for each major asset class are as follows:

Target
Allocation
Domestic Equity
International Equity
Fixed Income

45%
15%
17%
10%

Alternative Investments

Real Estate
Short-term Investments

10%

Total

100%

3%

Long-Term
Expected Rate
of Return*
30-60%
10-25%
10-40%
0-20%
0-15%
0-7%

* Includes assumed rate of inflation of 2.50%.
Discount Rate
The discount rate used to measure the total pension liability was the long term rate of return, 8%. The projection
of cash flows used to determine the discount rate assumed that plan member contributions will be made at the
current contribution rate and that the employer contributions will be made in accordance with the funding policy
adopted by the ERS Board of Control. Based on those assumptions, components ofthe pension plan's fiduciary
net position were projected to be available to make ail projected future benefit payments of current plan
members. Therefore, the long-tenn expected rate of return on pension plan investments was applied to all
periods of projected benefit payments to determine the total pension liability.

(Continued)
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NOTE 9 -RETIREMENT PLAN (Continued)
Changes in Net Pension Liability

Total
Pension
Liabiliti:
(a)
Balances at 9/30/2015

$ 1,161,177

Changes for the Year
Service Cost
Interest
Changes of assumptions
Differences between expected and
actual experience
Contributions- Employer
Contributions- Employee
Net Investment Income
Benefit Payments, Including Refunds
of Employee Contributions
Administrative
Transfers Among Employees
Net Changes
Balances at 9/30/2016

Increase {Decreasel
Plan
Fiduciary
Net Pension
Liability
Net Position
(b)
(a)-@

$ 1,070,488

$

41,827
91,694
234,362

41,827
91,694
234,362

31,936
(26,237)
(24,986)
(110,101)

31,936
26,237
24,986
110,101
(29,998)

(29,998)

__
3~9,8;D_

$ 1,530,998

90,689

238,495

131,326
$

1,201,814

$

329,184

Sensitivitv of the Net Pension Liabilitv to Changes in the Discount Rate
The following table presents the Board's net pension liability calculated using the discount rate of 7.75%, as
well as what the Board's proportionate share of the net pension liability would be if it were calculated using a
discount rate that is !-percentage point lower (6.75%) or !-percentage-point higher (8.75%) than the current
rate:
1% Decrease
(6.75%)
Board's Net Pension Liability

$

518,084

(Continued)
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1% Increase
(8.75%)

Current Rate
(7.75%)

$

329,184

$

170,273

MARSHALL JACKSON 310 AGENCY, INC
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30,2017 AND 2016

NOTE 9- RETIREMENT PLAN (Continued)
Pension Plan Fiduciary Net Position
Detailed infom1ation about the pension plan's fiduciary net position is available in the separately issued RSA
Comprehensive Annual Report for the fiscal year ended September 30, 2016. The supporting actuarial
information is included in the GASB Statement No. 68 Report for the ERS prepared as of September· 30, 2016.
The auditor's report dated January 31, 2018 on the Schedule of Changes in Fiduciary Net Position by Employer
and accompanying notes is also available. The additional financial and actuarial information is available at
wvvw.rsa-al.gov.
Pension Expense and Deferred Outflows of Resources and Deferred Inflows of Resources Related to Pensions
For the year ended September 30, 2017, the Board recognized pension expense (benefit) of $21,138. At
September 30, 2017, the Board reported deferred outflows of resources and deferred inflows of resources
related to pensions ofthe following sources:
Deferred
Outflows
of Resources
Differences between expected and actual experience

$

Changes of assumptions
Net difference between projected and actual earnings
on pension plan investments
Employer contributions subsequent to the
measurement date
Total

Deferred
Inflows
of Resources

26,613

$

10,070

$

10,070

195,302
9,458
39,153
$

270,526

Amotmts reported as deferred outflows of resources and deferred inflows of resources to pensions will be
recognized in pension expense as follows:
Year ended September 30:
2018
2019
2020
2021
2022
Thereafter

$45,037
45,035
52,219
37,983
42!704
(1,675)

(Continued)
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NOTE 9- RETIREMENT PLAN (Continued)
Funding Policy:
Plan members are required to contribute 5% of their annual salary and the Organization is required to contribute
at an actuarially detennined rate. The current rate is 5.33% and 2.83% of annual covered payroll. The
contribution requirements of plan members and the Organization are established and may be amended by the
System's Board of Control. The Organization contributed $21,138 and $26,237 to the Employee's Retirement
System for the years ended September 30,2017 and 2016, respectively.
NOTE 10- DEFERRED OUTFLOWS/INFLOWS OF RESOURCES
In addition to assets, the statement of financial position reports a separate section for defetTed outflows and
inflows of resources. This separate financial statement element, deferred outflows and inflows of resources,
represents the implementation ofGASB 68 (see Note 9). Deferred outflows ofresources consist of$270,526 as
of September 30, 2017 in the statements of financial position.
In addition to liabilities, the statement of financial position reports a separate section for deferred inflows of
resources.
This separate financial statement element, deferred inflows of resources, represents the
implementation of GASB 68 (see Note 9). Deferred inflows of resources consist of $10,070 as of September
30, 2017 in the statements of financial position.
NOTE 11 -CONTINGENCIES AND COMMITMENTS
The Board is governed by various state and local regulations as a result of grants and contracts with these
agencies and therefore is subject to audit by those agencies. In general, a governmental agency may audit a
particular program up to three years after the close of the program for the entire program period, even though
the program was for more than one fiscal period. Experience has shown that interpretations of these regulations
are in a state of evolution making management tmable to predict the ultimate effect, if any, for audits by
governmental agencies. Liability resulting from such audits, if any, is undeterminable.
NOTE 12- RISK MANAGEMENT
The Authority is exposed to various risks of loss related to torts; theft of, damage to, and destruction of assets;
errors and omissions; employee injuries; and natural disasters. These risks are covered by commercial insurance
purchased from independent third parties. Management believes that the coverage is adequate to prevent
significant uninsured risk exposure to the Authority.
NOTE 13 -EVALUATION OF SUBSEQUENT EVENTS
The Organi7.ation has evaluated subsequent events through June 15, 2018 the date which the financial
statements were available to be issued.
-23-
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MARSHALL JACKSON 310 AGENCY, INC.
SCHEDULE OF FUNCTIONAL EXPENSES
FOR THE YEAR ENDED SEPTEMBER 30,2017

Administrative
Expenses
Residential and Day Habilitation

$

Salaries

Program
Expenses

$
101,996

8,217,966

Total
$

8,2!7,966

305,988

407,984

Rent

17,280

78,720

96,000

Retirement
Group Insurance
Payroll Taxes
Travel
Telephone

15,133

47,922

63,055

10,535

44,915

55,450

7,080

28,322

35,402

3,137

31,719

34,856

2,965

15,554

18,519

Maintenance
Utilities
Professional Fees

2,755

12,247

15,002

1,875

7,499

9,374

Workman's Comp Insurance
Equipment Rental

1,438

7,548

8,986

1,331

5,324

6,655

Office

852

3,882

4,734

Property Insurance
Computer
Accounting
Cell Phones/Pagers
Equipment and Supplies
Meetings and Meals
Bank Charges
Training and Staff Development
Dues and Subscriptions
Postage
Miscellaneous
Internet
Interest

716

3,757

4,473

598

3,672

4,270

8,179

8,179

4,250

4,250
1,09~

2,219

3,312

291
659
1,098

1,947
1,281
34

2,238
1,940
1,132

881

881

731

731

144

541

685

189

383

572

24

119

143

143

143

$

See Accountants' Report
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!85,373

$

8,821,559

$

9,006,932

MARSHALL JACKSON 310 AGENCY, INC.
SCHEDULE OF FUNCTIONAL EXPENSES
FOR THE YEAR ENDED SEPTEMBER 30, 2016

Program
Expenses

Administrative
Expenses

$

$

Residential and Day Habilitation
Salaries
Rent
Group Insurance
Payroll Taxes
Travel
Telephone
Retirement
Workman's Comp Insurance
Computer
Maintenance
Utilities
Professional Fees
Equipment Rental

Total

8,346,773

$

122,892

368,678

491,570

17,180

78,720

96,000

11,987

51,103

63,090

8,655

34,620

43,275

3,261

32,979

36,240

2,777

14,582

17,359

3,798

12,715

16,513

1,701

9,636

11,337

1,360

9,099

10,459

1,934

7,734

9,668

1,699

6,797

8,496

7,663

Office
Accounting
Property Insurance
Cell Phones/Pagers
Meetings and Meals
Internet
Miscellaneous
Postage
Bank Charges
Equipment and Supplies
Training and Staff Development
Interest
Advertising
Dues and Subscriptions

7,663

1,391

5,564

6,955

896

4,372

5,268

4,325

4,325

453

$

See Accountants' Report
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8,346,773

2,566

3,019

877

1,865

2,742

649

1,317

1,966

226

1,188

1,414

409

871

1,280

253
784

1,010
24

1,263
808

92

680

772

446

446

391

391

358

358

145

145

196,702

$

8,992,893

$

9,189,595
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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

Board ofDirectors
Marshall Jackson 310 Agency, Inc.
Guntersville, Alabama
We have audited, in accordance with the auditing standards generally accepted in
the United States of America and the standard applicable to financial audits
contained in Government Auditing Standards issued by the Comptroller General
of the United States, the financial statements of the business-type activities of
Marshall Jackson 310 Agency, Inc. as of and for the years ended September 30,
2017 and 2016, and the related notes to the financial statements, which
collectively comprise Marshall Jackson 310 Agency, Inc.'s basic financial
statements and have issued our report thereon dated June 15, 2018.

Internal Control over Financial Reporting
In planning and performing out audit of the financial statements, we considered
Marshall Jackson 310 Agency, Inc.'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 Marshall-Jackson 310 Agency, Inc.'s internal control. Accordingly, we do not
express an opinion on the effectiveness of the Marshall Jackson 310 Agency,
Inc.'s internal control.
A deficiency jn internal control exists when the design or operation of a control
does not allow management or employees, in the nonnal course of performing
their assigned functions, to prevent, or detect and correct misstatements 011 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.
- 27Member of Arnencan !nstttu!e of Certthed Public Accour;!ants
Member Alabama Soc•ety of Certified Public Accountants

..
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 and therefore, material weaknesses ot significant deficiencies may exist that were not
identified. Given these limitations, during our audit we did not identify any deficiencies in internal control that
we consider to be material weaknesses. We did identify certain deficiencies in internal control, described in the
accompanying schedule of findings and responses that we consider to be significant deficiencies: 2017-1 and
2017-2.
Compliance and Other Matters
As part of obtaining reasonable assurance about whether the Marshall Jackson 310 Agency, Inc.'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 no instances of noncompliance or other matters that are required to be reported
under Government Auditing Standards.
Marshall Jackson 310 Agency, Inc.'s Response to Findings
Marshall Jackson 310 Agency, Inc.'s response to the findings identified in our audit is described in the
accompanying schedule of findings and questioned costs. Marshall Jackson 310 Agency, Inc.'s response was
not subjected to the auditing procedures applied in the audit of the financial statements and, accordingly, we
express no opinion on it.
Purpose of this Report
The purpose of this report is solely to describe the scope of our testing of internal control and compliance and
the results of that testing, and not to provide an opinion on the effectiveness ofthe entity's intemal control or on
compliance. This report is an integral part of an audit performed in accordance with Government Auditing
Standards in considering the entity's internal control and compliance. Accordingly, this communication is not
suitable for any other purpose.

Dollar & JVatson, LLC
Guntersville, Alabanm
June 15,2018
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REPORT ON COMPLIANCE WITH
DEPARTMENT OF MENTAL HEALTH CONTRACT
Board of Directors
Marshall Jackson 3 I 0 Agency, Inc.
Guntersville, Alabama

We have audited contract numbers G7~2266-72, G?-3375-74, and G7-3342-54H between
the Department of Mental Health/Mental Retardation (DMHIMR) and the Marshall
Jackson 310 Agency, Inc. as of and for the years ended September 30,2017 and 2016.
Compliance \Yith the DMH/MR contract/agreement/agreement and all applicable laws,
rules, and regulations applicable to Marshall Jackson 310 Agency, Inc. is the
responsibility of
Marshall Jackson 310 Agency, Inc.'s management. As part of
obtaining reasonable assurance about whether the contract/agreement/agreement and ail
applicable laws, mles, and regulations were complied with, we performed certain tests of
transactions and made other determinations as outlined in each requirement of Section
12, Audit for Compliance with the Contract of the DMH/MR Audit Guidelines. Revenue
and expenditures of cost reimbursement contracts were analyzed on a monthly basis and
a year-to-date basis to determine if they were in compliance with applicable terms and
conditions of the contract; e.g., costs billed/vouchered to DMH/MR or Medicaid were
equal to or less than actual, necessary, reasonable, and eligible costs for each respective
month during the fiscal year based on the accrual basis of accounting and Section 3 .c of
the DMHIMR Audit Guidelines.
The results of our tests disclosed no material instances of noncompliance with the
DMH/MR contract/agreement and all applicable Jaws, rules, and regulations, as
applicable.
This report is intended for the information of management and DMHIMR. However, this
report is a matter of public record and its distribution is not limited.

Dollar& Watson, LLC
June 15,2018
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MARSHALL JACKSON 310 AGENCY, INC.
SCHEDULE OF FINDINGS AND RESPONSES
SEPTEMBER 30,2017 AND 2016

2017-1: Absence of Segregation of Duties
Background:
Marshall Jackson 310 Agency, Inc. is responsible for designing and following internal controls that
provide reasonable assurance regarding the reliability of financial reporting. Our audit identified
deficiencies in internal controls over accounting and financial reporting that could affect the Authority's
ability to produce reliable financial statements,
Description of Condition:
Marshall Jackson 310 Agency, Inc. has an absence of appropriate segregation of duties consistent with
appropriate internal control objectives.
Cause of Condition:
Marshall Jackson 310 Agency, Inc. is a small organization with limited resources, funding, and
personnel.
Recommendation:
We recommend the Agency implement control procedures to mm1m1ze the risks associated with
segregation of duties such as treasurer review monthly bank statement.

2017-2: Limited knowledge of billing applicable to operations
Background:
An effective internal control system over billing procedures provides reasonable assurance for the
safeguarding of assets and the reliability of financial information.
Description of Condition:
Marshall Jackson 310 Agency, Inc. shows a limited knowledge of billing applicable to the operations of
the Authority. Only one person has the knowledge to prepare, review, and print the billing. This person
is also responsible for processing cash receipts. These duties require them to have access to both the
assets and the recordkeeping, which increase the risk for misappropriation of assets.
Cause of Condition:
Marshall Jackson 310 Agency, Inc. is a small organization with limited resources, funding, and
personnel.
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MARSHALL JACKSON 310 AGENCY, INC.
SCHEDULE OF FINDINGS AND RESPONSES
SEPTEMBER 30,2017 AND 2016
2017-2: Limited knowledge of billing applicable to operations - Continued
Recommendation:
We recommend the Authority train additional personnel.

Authority's Response:
Due to the small size and limited funds of the Authority, the hiring of additional personnel is not probable.
However, we will work to implement additional procedures to minimize the risks as well as work to train
additional personnel on billing.
Marshall Jackson 310 Agency, Inc. looks forward to next year's audit as an opportunity to continue to show the
progress that staff has made in the area of internal controls over accounting and financial statement preparation
and reporting. We appreciate and welcome a continued and productive relationship with Dollar and Watson,

LLC.
Auditor's Remarks:
We thank the Authority for its cooperation and assistance during the audit. We will review the condition during
our next audit.
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