The following document was not prepared by the Office of the State Auditor, but was
prepared by and submitted to the Office of the State Auditor by a private CPA firm. The
document was placed on this web page as it was submitted. The Office of the State
Auditor assumes no responsibility for its content or for any errors located in the
document. Any questions of accuracy or authenticity concerning this document should
be submitted to the CPA firm that prepared the document. The name and address of the
CPA firm appears in the document.






CITY OF HOLLANDALE, MISSISSIPPI
FINANCIAL STATEMENTS
AND
REPORTS OF INDEPENDENT AUDITOR
(With Supplemental Information Schedules)

FOR THE YEAR ENDED SEPTEMBER 30, 2606

Prepared by:

Charles Buchanan, CPA, PC
Certified Public Accountants
8733 Riverview Blvd, Suite 1
Saint Louis, MO 63147
(888)-869-2720 (Phone) / (314)-869-5955 (Fax)

charlesbuchanan8@aol.com (Email)



CITY OF HOLLANDALE
FOR THE YEAR ENDED SEPTEMBER 30, 2006

TABLE OF CONTENTS

Table of Contents
Independent Auditor's Report
Management Discussion and Analysis
Government-wide Statement of Net Assets
Government-wide Statement of Activities
Combined Fund Balance Sheet
Combined Fund Statement of Revenues, Expenditures, and Changes in Fund Balances
Reconciliation of Combined Fund Balances to Total Net Assets
Reconciliation of Changes in Net Assets
Reconciliation Matrix
Statement of Net Assets-Proprietary fund
Statement of Activities-Proprietary fund
Statement of Cash Flows-Proprietary fund
Statement of Fiduciary Net Assets
Required Supplemental Information
Budgetary Comparison Schedules:
General Fund
Other Required Supplemental Information
Defined Benefit Pension Plan
Supplemental Notes to the Government-wide and Fund Financial Statements
Notes to the Financial Statements

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
Independent Auditor’s Report on Compliance With State Laws and Regulations
Schedule of Surety Bonds
Supplemental Information:
Non-Major Governmental Fund Combined Balance Sheet

Non-Major Governmental Fund Combined Statement of Revenues, Expenditures, and Changes

in Fund Balances
Adjusting Journal Entries

Page
Number

18

19
20-22
23-33

34
35
36

37-38
39-40

4143



Charles Buchanan, CPA, PC
Certified Public Accountants
8733 Riverview Blvd, Suite 1
Saint Louis, MO 63147
{888)-869-2720 (Phone) / (314)-869-5955 (Fax)

charlesbuchanan8@aol.com (Email)

INDEPENDENT AUDITOR'S REPORT

The Honorable Mayor and Board of Alderman of the
City of Hollandale, Mississippi

We have audited the accompanying financial statements of the govemmental activities, the business-type activities, each major fund, and the
aggregate remaining fund information of the City of Hollandale, Mississippi (the City) as of and for the year ended September 30, 2006, which
collectively comprise the City’s basic financial statements as listed in the table of contents. These financial statements are the responsibility of the
City's management. Our responsibility is to express an opinion on the financial statements based on our audit.

Except as discussed in the following paragraphs, 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 Governmemt Auditing Standards, issved by (he Comptroller
General of the United States. Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the
financial staternents are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statemnents. An audit also includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. We believe that our audit provides a reasonable basis for our
opinions.

As discussed in Note IB to the financial statements, management has not recorded certain eapital assets or depreciation expense in the
governmental and business-type activities as mandated by the Govenment Accounting Standards Board Statement (GASB) No. 34.
Accounting principles generally accepted in the United States of America require assets to be capitalized and depreciated over the asset’s
estimated useful life and reported as a direct expense of each associated functional activity, which would increase capital assets, net assefs,
and expenses, and changes in net assets reported in the governmental and business-type activities. The City was required to prospectively
report the acquisition or construction of infrastructure assets and depreciation expense starting October 1, 2003. The amourit by which this
departure would affect the related financial statements is not determinable.

The City did not report compensated absence expense and liability during the fiscal year ended September 30, 2006. In our opinion,
accounting principles generally accepted in the United States of America require that compensated absence be reported. The effects of that
departure on the financial statements are not reasonably determinable.

In our opinion, except for the effect of not recording all capital assets and not reporting depreciation expense and accumulated depreciation on
those assets, and not reporting compensated absence expense and liability in the governmental and business-type activitics, the financial
statements referred to above present fairly, in all material respects, the respective financial position of the governmental, business-type activities,
each major fimd, and the aggrepate rernaining fimd information of the City as of September 30, 2006, and the respective changes in financial
position thereof for the year then ended in conformity with accounting principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued a report dated October 27, 2006 on our consideration of the City’s
internal control structure over financial reporting and on our tests of its compliance with certain provisions of laws, regulations, contracts, grant
agreements and other matters. The purpose of that report is to describe the scope of testing of internal control over financial reporting and
compliance and the results of that testing and not to provide an opinion on the internal controis over financial reporting or on compliance. That
report is an integral part of an audit performed in accordance with Government Auditing Standards and should be considered in conjunction with
this report in considering the results of our audit.

The management’s discussion and analysis and budgetary comparison information on pages 2-6 and 18-22 are not a required part of the basic
financial statements but are supplementary information required by accounting principles generally accepted in the United States of America. We
have applied certzin limited procedures, which consisted principally of inquires of management regarding the methods of rneasurement and
presentation of the required supplementary information. However, we did not audit the information and express no opinion on it.

Our audit was conducted for the purpose of forming opinions on the financial statements that coellectively comprise the City’s basic financial
staternents. The introductory section, combining and individual non-major fund financial statements, and statistical tables are presented for
purposes of additional analysis and are not a required part of the basic financial statements. The accompanying schedule of expenditures of
federal awards is presented for purposes of additional analysis, as required by the U.S. Office of Management and Budget Circular A-133, Audits
of States, Local Governments and Non-Profit Organizations, and is also not a required part of the basic financial statements of the City. The
combining and individual non-major fund financial statements have been subjected to the auditing procedures applied in the audit of the basic
financial stalements and, in our opinion, are fairly stated in all material respects in relation to the basic financial statements taken as a whole. The
introductory section and statistical tables have not been subjected to the audjting procedures applied in the audit of the basic financial statements

and, accordingly, we express no opinion on them.
CoBN cnpe

Saint Louis, Missouri
October 27, 2006

|



City of Hollandale, Mississippi
Management's Discussion and Analysis
For the Year Ended September 30, 2006

Within this section of the City of Hollandale’s annual financial report, management provides narrative discussion and
analysis of the financial activities for the year ended September 30, 2006. Financial performance is discussed and
analyzed within the context of the accompanying financial statements and disclosures following this section. The
discussion focuses on the primary government and, unless otherwise noted, component units reported separately from
the primary government. There are no component units.

Financial Highlights

1. Total assets exceeded total liabilities (net assets) by $5,971,460 at year-end, an increase of $141 098 from the
prior year.

2. General Fund total revenues exceeded total expenses by $3,199.
3. Total assets increased $118,750 or 1.87% from 2005, while total fiabilities decreased $22.348 or 4.3%.
Fund Financial Statements

A fund is an accountability unit used to maintain control over resources segregated for specific activities or objectives.
The City uses funds to ensure and demonsirate compliance with finance related laws and regulations. Within the basic
financial statements, fund financial statements focus on the most significant funds rather than the City as a whole. Major
funds are separately reported while all others are combined into a single, aggregated presentation. Individual fund data
for non major funds are provided in the form of combining statements in a later section of this report.

The City has two types of funds:

Governmental funds are reported in the fund financial statements and encompass essentially the same functions reported
as governmental activities in the govemment-wide financial statements. However, the focus is very different with fund
statements providing a distinctive view of the governmental funds. These statements report short-term fiscal
accountability focusing on the use of spendable resources during the year and balances of spendable resources available
at the end of the year. They are useful in evaluating annual firancing requirements of governmental programs and the
commitment of spendable resources for the near-term.

Since the government-wide focus includes the long-term view, comparisons between these two perspectives may
provide insight into the long-term impact of short-term financing decisions. Both the governmental fund statement of
assets and the governmental fund statement of revenues, expenditures, and changes in fund balances provide a
reconciliation to the government-wide statements to assist in understanding the differences between these two
perspectives.

Budgetary comparison statements are included in the basic financial statements for the general fund. This schedule
demonstrates compliance with the City's adopted and final revised budget.

Proprietary funds such as Water and Sewer report services the City charges customers for a fee. Enterprise funds
essentially encompass the same functions reported as business-type activities in the government-wide statements. The
Proprietary fund does not operate under budgetary constraints.



Notes to the Financial Statements

The accompanying notes to the financial statements provide information essential to a full understanding of the
government-wide and fund financial statements. The notes to the financial statements begin immediately following the
basic financial statements.

Other information

In addition to the basic financial statements and accompanying notes, this report also presents certnin Reguired
Supplementary Information.

Major funds are reported in the basic financial statements as discussed. Combining and individual statements and
schedules are presented in a subsequent section of this report.

Financial Analysis of the City as a Whole

As year-to-year financial information is accumulated on a consistent basis, changes in net assets may be observed and
used to discuss the changing financial position of the City as a whole.

The City's net assets at fiscal year-end are $5,971,460, a $141,098 increase from last year's net assets of $5,830,362.
The following table provides a summary of the City's net assets:

Statement of Net Assets
For the Year Ended September 30,
Government-type Activitics Buasincs-type Activitics Total Primary Government Incress/  Perceatspe
2006 i o) 2006 s 2006 005 Detrease Chanpe
Assets
Current assets § 3018 §  u44 5148 § 191827 § 4495 § MMl S e 7.63%
Capital assets, net 3,931,683 3,913,525 1,062,490 1,995,572 594,173 5908097 85,076 1.44%
Total assets 4261,345 4,160,939 2207243 118939 6,469,088 6,350,338 118,756 L.37%
Liabilities
Current linbilities N7 62,708 6. 57243 117,94 115,951 207 . 16T
Long-term [iabilities, current portion 13533 18,616 HIN 20,339 8512 31,935 9551 M5%
Long-term lisbilities, net of curren portion 214 14 302,038 331,936 B3LIN 361,070 (29898 -3.28%
Totat Tiabilities 99,389 110458 39,139 49,518 M8 516,976 {2348)  430%
Net Assety
Tnvested in capital assets, net of refated debl 3,930,631 3,907,395 1,738,092 1,685,911 5,668,723 5,56:,306 105,417 1.59%
Restricted:
Debt service 26,579 25,314 519 75,84 755 29%%
Grant purposes - - -
Unrestricted 2331825 143,086 4,33} 98,146 276,158 pLINAY] U92% 14.43%
Tota! net assets 4,162,456 4,050,481 1,809,004 1,779 881 5,971,460 5,830,362 141,098 24%%
Totel lishilities snd net asets $ AWM 5§ 416093 § W23 S LI 5 S48 5 48 5 IS 157%




Total revenues were $1,874,377 compared to $1,819,411, for the preceding year, an increase of $54,966.

Total expenditures were $1,712,315 compared to $1,758,876 for 2005, an decrease of $46,561.

Comparative revenue data is accumulated and presented to assist analysis. The following table provides a summary of
the City's changes in revenues and expenditures:

Reveaues
Program revenues
Charges for services
Operating grants and contributions
Total program revenues

Geseral revenoes
Taxes
[nvestment Income
Miscellaneous
Transfers
Total general revenues
Total revenues

Expenses
Administrative offices
Fire department
Streets, roads, highways, airports
Parks and recreation
Public safety and judicial
Capital outlay
Water and sewer
Sanitation
Interest on long-term debx
Total expenses

Change in oet assets

Proprietary funds

Statement of Activities
For the Year Ended September 36,
Government-type Activities Business-type Activities Total Primary Governmeat  Increase/ Percentage

2006 2085 2006 1065 1006 2005 Drtrease Change
$ 71,64 % 108794 0§ 560402 0§ 603523 8 641026 § TMUT 0§ (7129) -10.01%
136,032 170,071 83 404 - 219,436 170,071 49,365 29.03%
207,656 278,865 652,806 603,523 860,462 882,388 {21,926} -2.48%
901,435 807,686 - - 901435 807,686 93,749 11.61%
5,044 2690 1222 9 6,266 3409 2857 83.81%
103,744 125,505 2470 423 166,214 125928 (19,714) -15.65%
17,875 (113,504) {17,875) 113,504 - - - NA
1,028,098 82371 (14.183) 114646 1013915 937,023 76,892 3.21%
1,235,754 1,101,242 638,623 718,169 1874377 1819411 54,966 3.02%
346,009 443,684 - - 346,009 443,684 {(97,675) 22.01%
62,859 46,016 . - 62.859 46,016 16,843 36.60%
178,936 162,318 . - 178,936 162,318 16,618 10.24%
676 4,349 - - 676 4349 (3673) -34.46%
535,073 498,750 - - 535,03 498,750 36,323 7.28%

- 17,929 - - . 17929 {17,929)
- 402,267 380,716 402,267 380,716 21,551 5.66%
. - 17,701 182,012 172,701 182072 (931) 5.15%
26 780 13,568 2,262 13,794 23,042 (9,248) 40.14%
1,123,719 1,173,826 588,536 585,050 1742315 1,758,876 (46,561) -2.65%
111,978 {72,584) 56,087 133,119 162,062 50,535 101,527 167.12%

The proprietary fund statements share the same focus as the government-wide statements, reporting both short-term and
long-term information about financial status.



General Fund Budgetary Highlights

The budget is prepared according to Mississippi law and is based on accounting for certain transactions on a basis of
cash receipts, disbursements, and encumbrances. The most significant budgeted fund is the General fund.

During 2006, the City amended its general fund budget. All recommendations for a budget change come from the City
Accountant to the City Clerk for review before going to the Board of Aldermen for ordinance enactment on the change.
The Board does not allow budget changes that modify line items within the departments without board approval. With
the General fund supporting many of the major activities, such as the police and fire depariments, the General fund is
monitored closely for possible revenue shortfalls or over spending by individuals departments. For the Cieneral fund,
original and final budgeted revenues were $846,000 and $938,000, respectively, while actual revenues wenz $1,054,317
(See budgetary comparison schedule, page 18). This change is a result of increases in taxes, charges for services, and
other miscellaneous activities.

Capital Asset and Debt Administration
Capital assets

The City invested $7.836,367 in a broad range of capital assets, including transportation infrastructure, land and
buildings, furniture and equipment, vehicles and automotive equipment.

Governmeni-type Activities Business-type Activities Tofal Primary Government Incresse/  Percentage
Category 2006 2005 2006 2005 1006 2005 Decresse  Change
Land and land improvements § 385029 § WM § 7500 0§ 7500 0§ 39259 % 2§ 10305 270%
Buildings and building improvements 2,068,321 2,008,321 2,262,684 2,262,684 4331,005 4,331,005 - -
Fumniture & equipment 896,177 318,324 12,125 12125 1,138,302 §,130,449 7853 0.69%
Mobile equipment 37,516 17516 4,916 4916 122432 R74R2Y) - -
Infrastructure 264,640 264,640 1,387,459 £,320,541 1,652,099 1,585,131 66,913 4.22%
Total capital assets 3,931,683 3,913,528 3,904,684 3,837,766 7,836,367 7,751,991 85076 1.10%
Accumulated depreciation - - (1L4219)  (1842,19) (1,842,194 (1,842,1%4) -
Total capitat assets, net $ 393,683 5 3913525 0§ 20602490 § 1995577 0§ SOMIT3 8 5909097 8 85076 1.44%
f———— — —— -~ e —— - . _] e ———— - ——

Investment in capital assets, net of accumulated depreciation, for governmental and business-type activities as of
September 30, 2006 was $3,931,683 and $2,062,490, respectively.



Long-term debt

The City financed $379,684 in general obligation and other outstanding long-term debt obligations.

Government-type Activities  Business-type Activities  Total Primary Government  Iscrease/  Percentage
Category 2006 2005 2006 2005 2006 005 Decrease Change
Capital leases $ 1052 0§ 6130 $ 1533 0§ 9698 § 2585 § 15828 5 (1324) -83.67%
Capital improvement loan (CAP) - - 33,557 36.483 33,557 36,483 (2.926) -8.02%
Water and Sewer bonds - - 289,308 293,430 289,308 293,480 (4,172 -142%
Sub-total general obligation debt 1,052 6,130 324,398 339,661 325,450 345,791 {20,341) -5.88%

Compensated absences 41,620 41,620 12,614 12,614 54,234 54,234 - -

Total long-term debt § 42612 § 47750 § 337012 § 352275 § 379684 § 400025 5 (20,341 -5.08%
P———————— —— g — . s ————— . —— e ——

During the year, the City paid down debt by retiring $20,341 in outstanding bonds, loans and capital leases.

CONTACTING CITY OF HOLLANDALE’S FINANCIAL MANAGEMENT

This financial report is designed to provide citizens, taxpayers, customers, investors, and creditors with a general
overview of the finances of the City of Hollandale and to demonstrate our accountability with the money we receive. If
you have any questions about this report or need additional financial information, please contact:

Helen Johnson, City Clerk

P.O. Box 395

Hollandale, MS 38748
(662)-827-2241




City of Hollandale
Government-wide Statement of Net Assets

As of September 30, 2006
Governmental Business-type
Activities Activities Total
ASSETS
Current assets:
Pooled cash and cash equivalents 182,055 b 4,467 186,522
Investmenis 160,000 - 100,600
Taxes recetvable, net of allowances 35,532 - 35,532
Internal balance 11,721 (11,721) -
Due from others, net of alowances B854 71,738 78,592
Restricted assets;
Restricted assets-cash - 4,579 4,579
Restricted asseis-customer deposits - 47.690 47,690
Restricted assets-investments - 22,000 22,000
Total currens assets 330,162 144,753 474,915
Noncurrent assets:
Capital assets (note 3)
Land and land improvements 385,029 7,560 392,529
Buildings and building improvements 2,068,321 2,262,684 4,331,005
Furniture & equipment 896,177 242,125 1,138,302
Mobile equipment 317,516 4,916 322,432
Infrastructure 264,640 1,387,459 1,652,099
Total capital assets 3,931,683 3,904,684 7,836,367
Less accumulated depreciation - (1,842,194) {1,842,194)
Capital assets, net 3,931,683 2,062,490 5,994,173
Total Assets 4,261,845 2,207,243 6,469,088
LIABILITIES
Current liabilities:
Accounts payable and accrued expenses 56,700 13,327 70,027
Duge to others 17 47.900 47,917
Compensated absences, current portion (note 4) 12,486 3,784 16,270
Long-term debt, current portion (note 4) 1,052 31,190 32,242
Total current liabilities 70,255 96,201 166,456
Noncurrent lHabilities
Compensated absences, net of current portion (note 4) 29,134 8,830 37.964
Long-term debt, net of current portion (note 4) - 293,208 293208
Total noncurrent liabilitics 29,134 302,038 331,172
Total Liabilities 99,389 398,239 497,628
Net Assets (note 11)
[nvested in capital assets, net of related debt 3,930,631 1,738,092 5,668,723
Restricted :
Dbt service - 26,579 26,579
Unrestricted 231,825 44,333 276,158
Total Net Assets 4,162,456 1,809,004 5,971,460
Total Llabilities and Net Assets 4,261,845 $ 2,207,243 6,469,088

See Independent Auditor's Report and Notes to the Financial Statements.
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As of September 30, 2006
Non-Major Total
Governmental Governmental
General Funds Funds
ASSETS
Pooled cash and cash equivalents 5 150,235 $ 131,820 5 282,055
Receivables (net of allowance for uncollectible):

Taxes 35,532 - 35,532
Due from others 854 - 854
Due from other funds 90,924 91,008 181,932

Total Assets 277,545 222,828 500,373
LIABILITIES AND FUND BALANCES
Liabilities:
Accounts payable and accrued expenses 52,040 4,660 56,700
Due to other funds 161,241 8,970 170,211
Due to others - 17 17
Total Liabilities 213,281 13,647 226,928
Fund balance and other credits:
Fund balances:
Unreserved, undesignated 64,264 209,181 273,445
Total fund and other credits 64,264 209,181 273,445
Total liabilities, fund balance, and other credits $ 277,545 $ 222,828 s 500,373

City of Hollandale
Governmental Funds Combined Balance Sheet

See Independent Auditor's Report and Notes to the Financial Statements.
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City of Hollandale
Statement of Revenues, Expenditures, and Changes in Fund Balances

For the Year Ended September 30, 20606

Revenues:

Taxes:

Property taxes
Sales taxes
Franchise taxes
Gaming taxes
Gasoline taxes
Fines, fees, licenses, and permits
Intergovernmental
Investment Income
Miscellaneous
Total revenue

Expenditures:

Administrative offices

Streets, roads, highways, & airports
Public safety and judicial

Fire department

Parks and recreation

Sanitation

Capital outlay

Debt Service:

Principal and interest

Total expenditures
Excess of revenues over (under) expenditures

Other financing sources (uses):
Operating transfers in
Operating transfers out

Total other financing sources (uses)

Excess of revenues and other sources over (under)
expenditures and other uses

Fund balances, beginning of year
Fund balances, end of year

Non-Major Total
Governmental Governmental

General Funds Funds
$ 525,159 $ 37,977 s 563,136
182,614 - 182,614
111,529 - 111,529
24,977 - 24,977
19,179 - 19,179
71,624 - 71,624
11,398 124,634 136,032
4,543 501 5,044
103,294 450 103,744
1,054,317 163,562 1,217,879
261,093 84,916 346,009
178,936 - 178,936
535,073 - 535,073
62,859 - 62,859
- 676 676
7,853 10,305 18,158
5,304 - 5,304
1,051,118 95,897 1,147,015
3,199 67,665 70,864
207,022 - 207,022

(174,251) (14,896) (189,147)

32,771 (14,896) 17,875
35,970 52,769 88,739
28,294 156,412 184,706
$ 64,264 $ 209,181 3 273,445

See Independent Auditor's Report and Notes o the Financial Statements.
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City of HoHandale
Reconciliation of Total Governmental Fund Balance to Total Net Assets of Governmental Activities

For the Year Ended September 30, 2006

Governmental Funds Combined Balance Sheet—-Total fund balance and other credits $ 273,445

Amounts reported for governmental activities of the statement
of net assets are different because:

Capital assets used in fund level statements are expensed
upon use of financial resources to construct or acquire them,
Capital assets for entity-wide statements are recognized as
assets that are extinguished via depreciation charged over the
life of the asset.
Capital assets, net of accumuiated depreciation 3,931,683

Long-term debt uses current financial resources to pay off the
principle portion and related interest expense. For entity-wide
statements, the unpaid principle portion is recognized as a
future obligation to be repaid over time.

Long-term debt (1,052)
Compensated absences payable (41,620)
Total long-term debt (42,672)
Statement of Net Assets--Total net assets of governmental activities % 4,162,456
e ——

See Independent Auditor's Report and Notes to the Financial Statements.
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City of Hollandale
Reconciliation of Changes in Net Assets
For the Year Ended September 30, 2006

Statement of Revenues, Expenditures, and Changes in Fund Balances—Excess
of revenues and other sources over (under) expenditures and other uses

Additions to capital assets and construction in progress are
uses of current financial resources for fund level statements
but are capitalized and depreciated for entity-wide statements.
Therefore capitalized expenditures are not recognized as expenses
but as capital assets that are depreciated. This expense, although
not a use of current financial resources, is expensed on the
entity-wide statements,

Capitalized expenditures

Reductions of long-term debt are recognized as debt service and an
expenditure in the fund leve! statements. However in the entity-wide
statements, the principle portion is not an expense but a reduction
in a liability. Therefore, the amount the liability is reduced by is
not expensed. This includes the reduction in compensated absences.
Principle payments
Additions to compensated absences

Statement of Net Assets—Change in net assets of governmental activities

See Independent Auditor's Report and Notes to the Financial Statements.
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City of Hollandale

Reconciliation Matrix for the Year Ended September 30, 2006
(modified accrual to full accrual balances)

Combined Fund Balance Sheet and Statement of Fiduciary Assets

Elimination of fiduciary transactions

Capital assets, beginning of year

Accumulated depreciation at beginnning of year
Depreciation expense for the year 2005

Additions to capital assets

Elimination of interfund payebles and receivables
Long-term debt at beginning of year

Principte payments on long-term debt
Compensated absences payable, beginning of year
Additions to compensated absences

Subtotals

Close income/expense to equity
Governmentwide Statement of Net Assets-Governmental Activities

Anaval
Revenue
Assets Liabilities Equity Expense
3 303,010 $ (229,565) $ {273,:45) b -
(2,637 2,637 . -
3.913,525 (3.913,3525) -
18,158 - - (18,158)
(170,211) 170,211 -
{6,130) 6,130 -
5,078 - (5,078)
- {41,620) 41,620 -
4,261,843 ~(99,389) (4,139,220) (23,236)
(23.236) 23,236
$ 4,261,845 $ (99,389) S  (4,162,456) $ -

See Independent Auditor's Report and Notes to the Financial Statements.
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City of Hollandale
Statement of Net Assets-Proprietary Funds

As of September 30, 2006
Assets and Other Debits Water and
Current assets Sewer
Pooled cash and investments s 4,467
Due from others (net of atlowance of $35,339) 75,978
Due from other funds 46,613
Restricted assets-cash 4,579
Restricted assets-customer deposits 47,690
Restricted assets-investments 22,000
Total current assets 201,327
Noncurrent assets
Capital assets (note 3)
Land and land improvements 7,500
Buildings and building improvements 2,262,684
Infrastructure 1,387.459
Mobile equipment 4,916
Fumiture and equipment 242,125
Total capital assets 3,904,684
Less: accumulated depreciation (1,842,194)
Total capital assets, net 2,062,490
Total assets 2,263,817
Liabilities
Current liabilities
Accounts payable and accrued expenses 13,327
Due to others 47,900
Due to other funds 56,574
Accrued compensated absences, current portion, (note 4) 3,784
Loong-term debt, current portion (note 4) 31,190
Total current liabilities 152,775
Noncurrent liabilities (note 4)
Accrued compensated absences, current portion 8.830
Long-term debt, net of current portion 293,208
Tota noncurrent liabilities 302,038
Total liabilities 454,813
Net assets (note 11)
Invested in capital assets, net of related debt 1,758,092
Restricted for debt service 26,579
Unrestricted 44,333
Total net assets 1,809,004
Total liabilities and net assets $ 2,263,817

See Independent Auditor's Report and Notes to the Financial Statements.
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City of Hollandale
Statement of Revenues, Expenses, and Changes in Net Assets
Proprietary Fund
For the year ended September 30, 2006

Water and
Sewer

Operating revenues

Sales to customers 5 548,410

[ntergovermmental 83,404

Fines, fees, licenses, and permits 20,992

Miscellaneous revenue 2,470
Total operating revenues 655,276
Operating expenses

Personnel services 166,175

Supplies 335,581

Other services and charges 68,990
Total operating expenses 570,746
Operating income (loss) 84,530
Nonoperating revenues (expenses)

Interest revenue 1,222

Interest expense on long-term debt (13,568)

Bad debt expense (4,222
Total non-operating expenses (16,568
Operating income before contribution and transfers 67,962
Other financing sources {(uses)

Operating transfers in 174,303

Operating transfers out (192,178)

Total other financing sources (uses) (17,875)
Change in net assets 50,087
Net assets, beginning of year, as restated 1,758,917
Net assets, end of year 3 1,809.004

See Independent Auditor Report and Notes to the Financial Statements.
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City of Hollandale
Statement of Cash Flow—Proprietary Fund
As of September 30, 2006

CASH FLOWS FROM OPERATING ACTIVITIES

Receipts from customers 5 557,279

Receipts from other revenue 107,480

Payments to suppliers (363,275)

Payments to employees for services (166,175)
NET CASH FLOWS FROM OPERATING ACTIVITIES 135,309
CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES
Operating transfer in 174,303
Operating transfers out (192,178)
NET CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES (17,875)
CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES

Principal paid on capital debt (36,227)

Infrastructure construction (71,140)

Interest paid on capital debt ~ (13,568)
NET CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES (120,93%)
CASH FLOWS FROM INVESTING ACTIVITIES

Interest income 1,222
NET CASH FLOWS FROM INVESTING ACTIVITIES 1,222
NET INCREASE IN CASH AND CASH EQUIVALENTS (2,279)
BALANCES, BEGINNING OF YEAR 81,015
BALANCES, END OF YEAR A $ 78,736

STATEMENT OF NET ASSETS-PROPRIETARY FUND-CASH RECONCILIATION:

Pooled cash 4,467
Restricted assets-cash 4,579
Restricted assets-customer deposits 47,690
Restricted assets-investments 22,000
TOTAL CASH AND EQUIVALENTS $ 78,736

CASH FLOWS FROM OPERATING ACTIVITIES

Operating income (loss) b3 84,530
Adjustments to reconcile operating income (loss) to
net cash (used) provided by operating activities

Depreciation expense -
(Increase) decrease in accounts receivable,
net of allowance for doubtful accounts 9,483
Increase (decrease) in current liabilities 41,296
NET CASH FLOWS FROM OPERATING ACTIVITIES 3 135,309
Noncash investing, capital, and financing activities 3 -

Fair value of donated assets -
Lease purchase agreements -

See independent auditor's report and notes to the financial statements.
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ASSETS
Pooled cash and investments
Total Assets

LIABILITIES
Due to other funds
Due to others
Total Liabilities

City of Hollandale

Statement of Fiduciary Net Assets

September 30, 2006

Total
Payroll Eliminations Fiduciary
Fund Debit Credit Net Assets
3 2,637 $ - 3 - $ 2,637
2637 - - 2,637

1,760 1,760 - -
877 - 1,760 2,637
$ 2637 $ 1,760 $ 1,760 $ 2,637

Sex Independent Auditor's Report and Notes to the Financial Statements.
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City of Hollandale

Budgetary Comparison Schedule

General Fund

For the Year Ended September 30, 2006

Revenues:

Taxes:
Property taxes
Sales taxes
Franchise taxes
Gaming taxes
Gasoline taxes
Fines, fees, licenses, and permits
Intergovernmental
Investment Income
Miscellaneous

Total revenue

Expenditures:
Administrative offices
Streets, roads, highways, & airports
Public safety and judicial
Fire department
Capital outlay
Debt Service:
Principal and interest
Total expenditures

Excess of revenues over (under) expenditures

Other financing sources {uses);
Operating transfers in
Operating transfers out
Total other financing sources (uses)

Excess of revenues and other sources over (under)
expenditures and other uses

Fund balances, beginning of year
Prior year adjustments
Fund balances, end of year

General Fund

Adjustments necessary to convert the results of operation at end of vear on
the budget basis to the modified accrual basis (GAAP) are as foliows:

Excess of revenues and other sources over (under) expenditures and

other uses per the Badgetary Comparison Schedule

(Increases) decreases from revenues
(Increases) decreases from expenditures

Accrued as liabilities at September 30, 2006 (GAAP) but not in budget
Net change in fund balance per the Statement of Revenues,

Expenditures, aud Chauges in Fund Balance

Actual
Budgeted Amounts Over (Under)
Original Final Actual Final
3 440,000 $ 440,000 $ 525,159 $ 85159
180,000 180,000 182,614 2.614
£4,000 104,000 111,529 7,529
20,000 20,000 24977 4,977
20,000 20,000 19,179 (821)
58.000 56,000 71,624 15,624
11,000 11,000 11,398 398
3,000 3,000 4.543 1,543
30,000 104,000 103,294 (706)
846,000 938,000 1,054,317 116,317
268,000 298,000 261,093 36,507
166,000 196,000 178,936 17,064
486,000 545,000 535,073 9,927
50,000 50,000 62,859 (12,859)
- 7,853 (7.853)
- 5,304 (5,304)
970,000 1.089,000 1,051,118 37.882
(124,000) (151,000) 3,199 154,199
- - 207,022 207,022
- - {174,251} (174,251)
- - 32,771 32,771
~{124,000) (151,000) 35,970 186,970
28,294 28,294 28,294 -
#REF! H#REF!
$ (95706) 3 (122,706) #REF! #REF!
35,970
3 35,970

Sce Independent Auditor's Report and Notes to the Financial Statements.
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City of Hollandale
Other Required Supplemental Information
For the Year Ended September 30, 2006

Pension Plan

Plan Description: The City contributes to the Public Employees' Retirement System of Mississippi (PERS), a cost-
sharing multiple-employer defined benefit pension plan. PERS provides retirement and disability benefits, annual cost-
of-living adjustments, and death benefits to plan members and beneficiaries. Benefit provisions are established by state
law and may be amended only by the State of Mississippi Legislature. PERS issues a publicly available financial report
that includes financial statements and required supplementary information. That report may be obtained by writiog to

Public Employees' Retirement System of Mississippi, PERS Building, 429 Mississippi Street, Jackson, MS 39201, or by
calling {(601) 359-3589 or 1-800-444-PERS.

Funding Policy: PERS members are required to contribute 7.25% of their annual covered salary, and the City is required
to contribute an actuarially determined rate. The current rate is 11.30% of annual covered payroll. The contribution
requirements of PERS members and employers are established and may be amended only by the State of Mississippi
Legislature. The City's contributions to PERS for years ended September 30, 2006, 2005 and 2004 were $64,368,
$58,410, and $56,767, respectively, which satisfied the required contribution for each year.



City of Hollandale
Supplemental Notes to The
Government-wide and Fund Financial Statements
For the Year Ended September 30, 2006

Financial information of the City is presented in this report as foliows:

e Management’s discussion and analysis introduces the basic financial statements and provides en analytical
overview of financial activities.

» Government-wide financial statements consist of a statement of net assets and a statement of activivies.

o These statements report all assets, liabilities, revenues, expenses, gains, and losses of the City.
Governmental activities are normally supported by taxes, intergovernmental revenues, fees, and
charges for services. Fiduciary funds are not included in these government-wide financial statements;
however, separate financial statements are presented.

¢ Inter-fund receivables and payables were eliminated in the Government-wide Statcinent of Net
Assets. Eliminations minimize the duplicating effect of assets and liabilities within the governmental
activities total column.

e The statement of activities presents a comparison between direct expenses and program revenues for
each function of governmental activities.

* Direct expenses are those that are specifically associated with a program or function and, therefore,
are clearly identifiable to a particular function. Program revenues include: (a) charges paid by the
recipients of goods or services offered by the programs and (b) grants and contributions that are
restricted to meeting the operational or capital requirements of a particular program. Fevenues that
are not classified as program revenues, including all taxes, are presented as general revenues.

+ Fund financial statements consist of a series of statements focusing on information about major governmental
funds. Separate financial statements are presented for the governmental, proprietary, and fiduciary funds.
* A major fund is any fund whose assets, liabilities, revenues, or expenditures constitute ten percent
(10%) or more of the total for the Governmental fund type. The General fund is the only major fund.
e The General fund is the accounting entity in which all governmental activity, except that which is
required to be accounted for in other funds, is recorded. Its revenue consists primarily of sales and
use taxes, investment income, fines, fee, license, and permit revenue; gaming revenue;
intergovernmental revenue; charges for services; leases; and other miscellaneous sources. General
fund expenditures represent costs of general government; administrative offices; public safety and
Jjudicial services; and streets, road, highways, and airport.
¢ The City maintains fiduciary funds to account for assets held in a trustee capacity or as an agent on
behalf of employees.
e Notes to the financial statements provide information that is essential to a user’s understanding of the basic
financial statements.
e Required supplementary information such as budgetary comparison schedules is required by GASB-34
governmental accounting standards.

Reconciliation of differences between Government-wide and fund financial statements

* GASB 34 standards require that depreciation expense be included in the expenses reported on the
Government-wide Statement of Activities.
o Depreciation expense was not reported in these financial statements.

» GASB 34 standards require that the year-end value of capital assets, net of accumulated depreciation, be
reported on its Government-wide Statement of Net Assets. Capital assets include: land and land
improvements, buildings and building improvements, furniture & equipment, mobile equipment, and
infrastructure.

* Capital assets with a current valuation of $5,994,173 net of $1,842,194 in accumulated
depreciation are reported. Current year asset additions and disposals are reflected in these
year-end balances. However, because certain capital assets and depreciation expense are not
reported, the year-end value of capital assets are misstated.
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GASB 34 standards require interfund receivable and payable balances be eliminated from the
Government-wide Statement of Net Assets.

Due to/due from interfund transactions within the Governmental and Proprietary funds of
$1703,211 were eliminated to avoid over/under reporting of balances.

Interfund payable of $1,760 owed to the Proprietary fund by its Trust & Agency funds were
eliminated by application of this balance to the Governmental fund account maintained for
receivables due from external parties.

GASB 34 standards require that long-term debt obligation balances be reported.

Long-term debt of $325,450, which includes obligations under capital leases, Public water
and sewer revenue bonds, capital project loans, is recorded as a liability on the Government-
wide Statement of Net Assets,

Long-term obligation for compensated absences of $54,234 is recorded as a liability on the
Government-wide Statement of Net Assets.

Compensated absence expense was not reported.

GASB 34 standards require that debt principal retired during the year be recognized as a reduction in
annual expenses reported on the Government-wide Statement of Activities.

Debt principal payments of $5,078 are excluded from expenses.
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City of Hollandale
Major Fnnd Designation
For the Year Ended September, 30 2006

A major fund is any fund whose assets, liabilities, revenues, or expenditures constitute ten percent (10%) or
more of the total for the Governmental fund type and five percent (5%) of the total for the Governmental and
Business fund types, combined. Because both conditions apply to the City of Hollandale, the 10% and 5% tests
applied. GASB S-34 financial reporting model requires the presentation of individual fund data for each major fund.

The City maintains Fiduciary funds to account for assets held in a trustee capacity or as an agent on behalf of others.
The City maintains a clearing account, where payroll-withholding amounts are routinely deposited and disbursed, and
holds the cash halances as an agent and fund custodian. The Payroll Fund’s cash 2nd investment balances should be
classified as a Fiduciary fund (Agency} under GASB S-34 standards.

CURRENT FUND & PROPOSED FUND TYPE MAJOR FUNDS
FUND TYPE PER GASB §-34 SELECTION BASIS (YES / NO)

GENERAL REVENUE
1 General Fund Governmental Always Yes
SPECIAL REVENUE
2 Fire Governmental No
3 Summer Food Program Governmental No
4 CDBG Govemmental No
5 Hollandale Delta NIRL Governmental No
6 Parks and Recreation Governmental No
7 FEMA Governmental ‘No
8 Juvenile Holding Facility Governmental No
9 Drug Fund Governmental No
10 HOME Investinent Program Governmental No
11 Airport Grant Governmental No
12 Crime Prevention MCPP Governmental No
13 Housing Improvement Activity | Governmental No
14 COPS Grant Governmental No
15 First Time Homebuyers Governmental No

Governmental No
ENTERPRISE
16 Water and Sewer Proprietary No
FIDUCIARY
17 Payroll Fiduciary (Private Purpose Trust)

IN/A




NOTE 1

City of Hollandale
Notes to Financial Statements
September 30, 2006

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The City of Hollandale was incorporated February 24, 1890, under the laws of the State of Mississippi. The City
operates under a Mayor-Board of Aldermen form of government, and provides the following services as authorized
by its charter: public safety (police and fire), streets and highways, sanitation, culture and recreation, public
improvements, planning and zoning, water and sewer services, and general administrative services.

As defined by accounting principles generally accepted in the United States of America (GAAP), the City is
considered a "primary government".

A.

Fund Accounting
The accounts are organized on the basis of funds and account groups, each of which is considered a

separate accounting entity. The operations of each fund are accounted for with a separate set of self-
balancing accounts that comprise its assets, liabilities, fund equity, revenues, and expenditures or expenses,
as appropriate. Government resources are allocated to and accounted for in individual funds based upon the
purposes for which they are to be spent and the means by which spending activities are controlled. The
various funds are grouped into four generic fund types and three broad fund categories as follow:

Governmental Funds
General Fund - The General Fund is the geuneral operating fund of the City. It is used to account for all
financial resources except those required to be accounted for in another fund.

Special Revenue Funds - Special Revenue Funds are used to account for the proceeds of specific revenue
sources (other than special assessments, expendable trust or major capital projects) that are legally
restricted to expenditures for specified purposes.

Proprietary Funds

Enterprise Funds - Enterprise Funds are used to account for operations (1) that are financed and operated in
a manner similar to private business enterprises - where the intent of the governing body is that the costs
(expenses, including depreciation) of providing goods or services to the general public on & continuing
basis be financed or recovered primarily through user charges; or (2) where the governing body has decided
that periodic determination of revenues cammed, expenses incurred, and/or net income is appropriate for
capital maintenance, public policy, management control, accountability, or other purposes.

The Water and Sewer Operations and Maintenance accounts receivable allowance for bad debt was
$25,049 for 2005, compared to $35,339 at September 30, 2006.

Fiduciary Funds

Trust Funds - Trust Funds are used to account for assets held by the City in a trustee capacity or as an agent
for individuals, other governments, and/or other funds. This includes the Expendable Trust Funds, which
are accounted for in essentially the same manner as governmental funds.
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NOTE 1

B.

City of Hollandale
Notes to Financial Statements
September 30, 2006

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, CONTINUED

Capital Assets and Long-Term Liabilities

The accounting and reporting treatment applied to the capital assets and long-term liabilities associated
with a fund are determined by its measurement focus. All Governmental Funds and Expendable Trust
Funds are accounted for on a spending or "financial flow" measurement focus. This means that only current
assets and current liabilities are generally included on their balance sheets. Their reported fund balance (net
current assets) is considered a measure of "available spendable resources.”

Govemmental fund operating statements present increases (revenues and other financing sources) and
decreases (expenditures and other financing uses) in net current assets. Accordingly, they are said to
present a summary of sources and uses of "available spendable resources” during a period.

City officials have elected not to capitalize items with a cost of less than $500.00 for financial
statement purposes. These items are expensed in the year of acquisition.

Capital assets are valued at historical cost or estimated historical cost if actual historical cost is not
available. Donated capital assets are valued at their estimated fair value on the date donated.

GASB No. 34 requires the City to report and depreciate new infrastructure assets effective June 15, 2003.
Infrastructure assets include roads, bridges, underground pipe (other than related to utilities), wraffic signals,
etc. These infrastructure assets are likely to be the largest asset class. Being a phase 3 government with
annual revenue less than $10 million, the City is not required to retroactively report its infrastructure.

Depreciation of all exhaustible capital assets used by proprietary funds is charged as expense against their
operations. Accumulated depreciation is reported on the proprietary fund balance sheets. Depreciation is
provided over the estimated useful lives of the capital assets using the straight-line method. The city did not
report depreciation expense for the fiscal year ended September 30, 2006.

Expenditures for governmental fund types are required to exclude amounts represented by non-current
liabilities. Since they do not affect net current assets, such long-term amounts are not recognized as
governmental fund type expenditures or fund liabilities. They are instead reported as liabilities in the
Government-wide Statement of Net Assets.

Proprietary funds are accounted for on a cost of services or "capital maintenance" measurement focus. This
means that assets and liabilities (whether current or noncurrent) associated with their activity are included
on their balance sheets. Their reported fund equity (net total assets) is segregated into invested in capital
assets, net of related debt, restricted, temporarily restricted, and unrestricted components, Proprietary fund
type operating statements present increases (revenues) and decreases (expenses) in net total assets.
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NOTE 1

C.

City of Hollandale
Notes to Financial Statements
September 30, 2006

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, CONTINUED

Basis of Accountin
Basis of accounting refers t0 when revenues and expenditures or expenses are recognized in the accounts

and reported in the financial statements. Basis of accounting relates to the timing of the measurements
made, regardless of the measurement focus applied.

The Governmental Funds and Expendable Trust Funds are accounted for using the modified accrual basis
of accounting. Their revenues are recognized when they become measurable and available as net current
assets. Taxpayer-assessed income, gross receipts, and sales taxes are considered "measurable” when in the
hands of intermediary collection governments and are recognized as revenue at that time.

Anticipated refunds of such taxes are recorded as liabilities and reductions of revenue when they are
measurable and their validity seems certain.

Expenditures are generaily recognized under the modified accrual basis of accounting when the related
fund liability is incurred. Exceptions to this general rule include accumulated unpaid vacation, sick pay, and
other employee amounts, which are not accrued at the fund level.

The Proprietary Fund is accounted for using the accrual basis of accounting. Revenues are recognized when
they are earned, and expenses are recognized when incurred. Revenues of the Water and Sewer fund are
recognized and recorded based on monthly cycle billings.

Budgets

The City follows these procedures in establishing the budgetary data reflected in the financial siatements:

1. The City Clerk submits to the Mayor and Board a proposed operating budget for the fiscal year
commencing the following October 1. The operating budget includes proposed expenditures and
the means of financing them.

2. Public hearings are conducted to obtain taxpayers comments on proposed revenue sharing
expenditures.

3. The budget is legally enacted at the September Board meeting.

4. Budgets for the General Fuads are adopted on a cash basis.

Mississippi laws require that municipalities budget on a cash basis. Claims that have been incurred prior to
the end of year and that are paid within 30 days are recorded under the modified-accrual basis. Prior year
claims that are paid after 30 days revert to the cash basis. Revenue is accounted for under the cash basis.
Capital project funds are budgeted by project and do not lapse at year end. The required budgetary basis is
therefore not considered a generally accepted accounting principal. Governmental accounting requires that
the "budget to actual” statements be prepared according to budgetary laws and the statements of revenues,
expenditures, and fund balance be prepared according to the modified-accrual basis (GAAP). The major
reconciling items between the budgetary and GAAP presentations are presented on the "budget to actual"
statements.




City of Hollandale
Notes to Financial Statements
September 30, 2006

NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, CONTINUED

E. Cash and Investments
Aldl deposits with financial institutions must be with institutions insured by the Federal Deposit Insurance
Corporation. [nstitutions must pledge collateral equal to at least 105% of the amount of the deposits in
excess of the insured amount.

Effective October 1, 2001, the Treasurer of the State of Mississippi is charged with the responsibility to
assure adequate collateralization of deposits at all entities defined in Section 27-105-5 of the Miss. Code,
which category includes the City of Hollandale,

Deposits—At year-end, the carrying amount of deposits was $363,428 and the bank balance was $414,659.
Of the bank balance, $100,000 was covered by federal depository insurance, and $314,659 was covered by
Section 27-105-5 of the Miss. Code.

The City may invest its surplus funds in certificates of deposits, any bonds or direct obligations of the
United States of America or the State of Mississippi, or in the bonds of any county, municipality or school
district of Mississippi provided such bonds have been approved by a reputable bond attorney or have been
validated by a decree of the Chancery Court. During 2006, the City invested in bank certificates of deposits.
Certificates of deposits are deemed to be short-term, highly liquid investments and are treated as cash
equivalents in the statement of cash flows.

Market value of the City's investments {certificates of deposit) was determined by the specific identification
method based upon current yields of comparable certificates of deposits.

A summary of deposits, pooled investments, and the financial statement classification follows:

Categories ____Amount Fund Type Amount
Total deposits and peity cash $ 241,428 Governmental 5 282,055
Total investments 122,000 Proprietary 78,736

Total book balance 363,428 Fiduciary 2,637

Total book balance § 363,428
Financial statement classifications

Pooled cash and investments 289,159

Restricted investments and cash 74,269

Total book balance 3 363,428
e ——

F. Encumbrances
State law does not require that funds be available when goods are ordered, only when paid. Due to this
circumstance, the City does not employ an encumbrance system.

G. Compensated Absences
Employees are granted vacation and sick leave in varying amounts under terms of the City’s personnel
policies based upon length of service. Amounts of vested or accumuated vacation and sick leave not
expected to be liquidated with expendable available (i.e., current) financial resources are reported as the
long-term portion of compensated absences.
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NOTE 1

H.

J.

NOTE 2

City of Hollandale
Notes to Financial Statements
September 30, 2006

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, CONTINUED

Interfund Transactions
Quasi-external transactions are accounted for as revenues and expenditures. Transactions that constitute

reimbursement to a fund for expenditures initially made from it that are properly applicable to another fund
are recorded as expenditures in the reimbursing fund and as reduction as expenditures in the fund that is
reimbursed.

All other interfund transactions, except quasi-external transactions and reimbursements, are reported as
transfers. Non-recurring or non-routine permanent transfers of equity are reported as residual equity
transfers. All other interfund transfers are reported as operating transfers.

Reserves of Fund Balances
Reserves of fund balances are reported in various funds to indicate that a portion of the fund balance is

restricted or segregated for a specific purpose.

Use of Estimates

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

TAX REVENUES

Tax revenues consist oft

General Special Revenue Total
Property taxes 5 525,159 5 37,977 $ 563,136
Sales taxes 182,614 - 182,614
Franchise taxes 111,529 - 111,529
(Gaming taxes 24,977 - 24977
Gasoline 1axes 19,179 - 19,179
Total tax revenues $ 863,458 5 37,977 3 901,435

Property taxes attach as an enforceable lien on property January 1. The millage rate was 61.0 mills for the
general fund and municipal fire department for the year ended September 30, 2006.
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NOTE 3

Summaries of governmental and business-type activities at September 30 follow:

CAPITAL ASSETS

City of Hollandale
Notes to Financial Statements
September 30, 2006

Governmental Funds
Transfers
Beginning of & Prior Year
Capital Asset Class Year Additions Disposals Adjustments  End of Year
Land and land improvements $ 374724 % 10305 % - $ - $ 385029
Building and building improvements 2,068,321 - - - 2,068,321
Furniture and equipment 888,324 7.853 - 896,177
Mabile equipment 317,516 - 317,516
Infrastructure 264,640 - - - 264,640
Total capital assets 3.913,525 18,158 - - 3,931,683
Less: accumulated depreciation - - - -
Total capital assets, net $ 3913525 $ 18158 § - 3 - $ 3,931,683
e —— . —
Enterprise Fund
Transfers
Beginning of & Prior Year
Capital Asset Class Year Additions Disposals Adjustments  End of Year
Land and land improvements $ 7500 § - $ - $ - L 7,500
Building and building improvements 2,262,684 - - - 2,262,684
Furniture and equipment 242,125 - - - 242,125
Mobile equipment 4,916 - - - 4916
Infrastructure 1,320,541 66,918 - - 1,387,459
Total capital assets 3,837,766 66,918 - - 3,904,684
Less: accumulated depreciation (1,842,194) - - - (1,842,194)
Total capital assets, net $ 1995572 % 66918 § - $ - $ 2,062,490
femr— e e ]
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City of Hollandale
Notes to Financial Statements
September 30, 2006

NOTE 4 CHANGES IN LONG-TERM DEBT

A summary of changes in long-term debt follows:

Balance,
Beginning of Balance, Due within One
Year Additions Retirements Adjustment End of Year Year
Governmental Activities
Obligation under capital leases $ 6130 § - $ 507 3§ - $ 1052 § 1,052
Compensated absences 41,620 - - - 41,620 12,486
Total governmentat activities long-term dett 41,750 - 5078 - 42,672 13,538
Business-type Activities
Water and Sewer Revenue Bonds;
1975 Water and Sewer Revenue Bond 47 365 - 20,964 20,964 47365 22,036
1999 Combined Water and Sewer Revenue Bonds 121,061 . 2,050 - 119,041 2,140
1999 Combined Water and Sewer Revenue Bonds 125,054 . 2122 - 122,932 2217
Capital improvement loans 36,483 - 2,926 - 13,557 3,264
Obligation under capital leases 9,698 - 8,165 . 1,533 1,533
Compensated absences 12,614 - - . 12,614 3,784
Total business-type activities long-term debt 352,215 - 36,227 20,964 127,012 34974
Total {ong-term debt 3 00025 § - $ 41305 $ 20064 § 0 3968 § 48,512
] ] ———— - ——————— . —J— -~

Bonds payable at September 30, 2006 are comprised of the following individual issues:

Revenue Bonds:

In 1999, the City issued $126,800, Combined Water and Sewer System junior lien revenue bonds at
4.875% interest only payable on the first two anniversaries, principal and interest due on the third
anniversary, and thereafter for 35 years or 2035,

In 1999, the City issued $131,000, Combined Water and Sewer System combined junior lien revenue
bonds, 5% interest only due on the first two anniversaries, equal principal payments together with interest
payable over 35 years or 2035.

$360,000, 1975 combined Water and Sewer System serial bonds, 5% interest only payable January 1, 1976-
78; $1,000 principal and interest payable January 1, 1979-1982; $23,895 including principal and interest
payable January 1, 1983-2020. This bond was acquired by General Electric Credit Corporation from
Farmers Home Administration, the original holder. By supplemental agreement dated Septembier 23, 1987,
principal and interest maturities are now paid on a monthly basis in the amount of $1,992.

There are a number of limitations and restrictions contained in the revenue bond inclenture. The
requirement that a reserve account in the amount of $22,000 be set up and maintained has been met.
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NOTE 4

City of Hollandale
Notes to Financial Statements
September 30, 2006

CHANGES IN LONG- TERM DEBT (CONTINUED)

At September 30, 2006, restricted assets related to debt service were:

Restricted assets

Water and Sewer

Bond Cushion 3 2,338
Depreciation 1,097
Contigency 1,144
Certificate of deposit 22,000
Total restricted $ 26,579

The requirements to amortize long-term obligations {excluding compensated absences) outstanding at year-
end, including interest are as follows:

Governmental Activities Business-type Activities
Year ending Capital Lease Capital Lease Capital Improvement Loans Revenue Bonds
September 30 Principal Interest Principal Interest Principal Interest Principal  Interest Total
2007 $1052 % 9 $1533 $ 10 §$3264 3% 962 $26393 § 12666 § 45889
2008 - - - - 3,364 863 27,722 11,338 43,287
2009 - - - - 3,466 760 6,932 10,399 21,557
2010 - - - - 3571 655 4,986 10,170 19,382
2011 - . - - 3,680 546 5,216 9,941 19,382
2012-2016 16,212 1,033 29,899 45,881 93,025
2017-2021 37427 38,353 75,780
2022-2026 46,851 28,929 75,780
2027-2031 58,648 17,132 75,780
2032-2036 45,234 3,426 48,660
Total payments $ 1052 § 9 §1,533 8§ 10 $33557 $4819 5289308 $188234 518,522
L ——— ——————
Less interest __ 193,072
Total principal $ 325,450
e —
Reconciliation to Government-wide Statement of Net Assets
Long-term debt, current portion $ 32242
Long-term debt, net of current portion 293,208
Total long-term debt, excluding compensated absences $ 325.450
e —
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City of Hollandale
Notes to Financial Statements
September 30, 2006

NOTE 4 CHANGES IN LONG- TERM DEBT (CONTINUED)
¢ Limitation of Indebtedness:

No municipality shall hereafter issue bonds for the purposes authorized by law in an amount which, when added
to the then outstanding bonded indebtedness of such municipality, shall exceed 15 percent of the assessed value
of the taxable property within such municipality, according to the then last completed assessment for taxation.
In computing such indebtedness, there may be deducted all bonds or other evidences of indebtedness, heretofore
or hereafter issued, for school, water, sewer systems, gas, and light and power purposes and for the construction
of special improvements primarily chargeable to the property benefited, or for the purpose of paying the
municipality's proportion of any betterment program, a portion of which is primarily chargeable to the property
benefited. However, in no case shall any municipality contract any indebtedness which, when added to all of the
outstanding indebtedness, both bouded and floating, shall exceed 20 percent of the assessed value of all taxable
property within such municipality. Nothing herein contained shall be construed to apply to bonds heretofore
issued by any municipality for school purposes, or to bonds heretofore or hereafter issued by any municipality
which are payable exclusively from the revenues of any municipally-owned utility, or to bonds issued by any
municipality under the provisions of Sections 57- 1 -1 to 57 -1-51, or to any special assessment improvement
bonds issued by any municipality under the provisions of Sections 21-4-1 through 21-41-53.

15 Percent 20 Percent
Authorized Debt Limit
Assessed valuation ($5,453,059) $ 881,903 $ 1175871
Present debt subject to 15 percent limitation - -
Present debt subject to 20 percent limitation including -
debt subject to only 15 percent limitation - (1,052)
Margin for forther debt S 881,903 $ 1,174,819
NOTE S INTERFUND TRANSACTIONS
Interfund receivable and payable balances are as follows:
Interfund Interfund
Recelvable Payable
General fund $ 90,924 $ 161,241
Special revenue funds
Fire 16,270
Summer Food 5,000 319
CDBG 18,000 -
Hollandale Delta NIRI - 7,832
Parks and recreation 885 -
FEMA 35,650 -
Juvenile Holding Facility - 819
COPS 15,203 -
Fudiciary fund
Payroll - 1,760
Enterprise fund
Water and Sewer 46,613 56,574

Total interfund transactions $ 228,545 s 228,545
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NOTE

NOTE 6

NOTE 7

NOTE 8

NOTE 9

City of Hollandale
Notes to Financial Statements
September 30, 2006

5 INTERFUND TRANSACTIONS (CONTINUED)

Interfund operating transfers are as follows:

Transfers In Transfers Qut

General fund $ 207,022 $ 174,251
Special revenue funds

FEMA - 14,896

Enterprise fund
Water and Sewer 174,303 192,178
Total transfers 3 381,325 5 381,325
GRANTS

Effective June 7, 1995, the City received a $411,650 Community Development Block Grant through the
Mississippi Department of Economic and Community Development. Other scurces provided another
$411,650. Proceeds were used for the construction of a sewerage lagoon and installation of a new water
well. During 2001, two revenue bond issues were sold totaling $257,800. Proceeds were used in the
construction and completion of the sewerage lagoon together with a CAP loan totaling $51,000.

FUND BALANCES
Deficit fund balances were incurred in the following funds:

Fund Amount
Hollandale Delta NIRI $ (12,282)
Juvenile Holding Facility (819)

Total 5 513,1012

GASB STATEMENTS 33 and 34

This report incorporates GASB Statements 33 and 34, Basic Financial Statements and Management
Discussion and Analysis for State and Local Governments. The City adopted and partially implemented
GASB Statement No. 34 at September 30, 2004. The City was required to prospectively record and
depreciated general infrastructure and capital assets since June 15, 2003. Infrastructure assets include roads,
bridges, sewer systems, sidewalks, etc. Although required to, the City did not record depreciation on assets
acquired, nor did it record compensated absence expense.

RISK MANAGEMENT
The City is exposed to various risks of loss related to torts, theft of, damage to, and destruction of assets,
errors and omissions, injuries to employees, and natural disasters. The City contracts with insurance

companies for coverage of property, general liability, crime and automobile, workers’ compensation, and
other personnel related-issues.
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City of Hollandale
Notes to Financial Statements
September 30, 2006

NOTE 10 LITIGATION LOSSES

The City recognizes estimated losses related to litigation in the period in which the occasion giving rise to
the loss cccurred, the loss is probable, and the loss is reasonably estimable.

NOTE 11 PRIOR YEAR ADJUSTMENTS

Adjustments to net assets were recorded as follows:

Governmental Business-type
Actlvities Activities Total
Net assets, beginning of year $ 4,050,481 h] 1,779,881 $ 5830,362
Adjustments:

Adjustment to long term debt - (20,964) (20,964)
Subtotal adjustments - (20,964) {20,964)
Net assets, beginning of year, as restated 4,050,481 1,758,917 5,809,398
Change in net assets 111,975 50,087 162,062
Net assets, end of year $ 4,162,456 $ 1,809,004 $ 5,971,460
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Charles Buchanan, CPA, PC
Certified Public Accountants
8733 Riverview Blvd, Suite 1
Saint Louis, MO 63147
(888)-869-2720 (Phone) / (314)-869-5955 (Fax)
charlesbuchanan8@aol.com (Email)

Independent Auditor's Report on Internal Control Over Financial Reporting and on
Compli and Other Matters Based on an Audit of inl Statements Performed in

Accordance with Government Auditing Standards

Honorable Mayor and Board of Alderman of
City of Hollandale

We have audited the financial statements of the governmental activities, business-type activities, each major fund, and the
aggregate remaining fund information of the City of Hollandale (the City) as of and for the year ended September 30, 2006,
which collectively comprise the City’s basic financial staterents and have issized our report thereon dated October 27, 2006.
The report on governmental activities, business-type activities and each major fund was qualified because the City did not
record accumulated depreciation and depreciated expense on capital assets. Except as discussed in the preceding sentence,
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 Governmenr Auditing Standards, issued by the Comptioller General
of the United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the City's internal control over financial reporting in order to determine
our auditing procedures for the purpose of expressing our opinions on the financial statements and not to provide an opinion
on the internal control over financial reporting. Our consideration of the internal control over financial reporting would not
necessarily disclose all matters in the internal control that might be material weaknesses. A material weakness is a reportable
condition in which the design or operation of one or more of the iniernal control components does not reduce o a relatively
low level the risk that misstatements caused by error or fraud in amounts that would be material in relation to the fmancial
statements being audited may occur and not be detected within a timely period by employees in the normal course of
performing their assigned functions. We noted no matters involving the internal control over financial reporting and its
operation that we consider to be material weaknesses,

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the City’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 fmancial statement amounts.
However, providing an opinion on compliance with those provisions was not an objective of our audit, and accordingly, we
do nat 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.

We noted certain matters that we reported to management of the City in a separate letter dated October 27, 2006.

This report is intended solely for the information and use of the Board of Aldenman, management of the City, and federal
awarding agencies and pass-through entities, and is not intended to be and should not be used by anyone other than these

T Coy % ctalt

Saint L.ouis, Missouri
October 27, 2006
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Charles Buchanan, CPA, PC
Certified Public Accountants
8733 Riverview Blvd, Suite 1
Saint Louis, MO 63147
(888)-869-2720 (Phone) / (314)-869-5955 (Fax)

charlesbuchanan8@aol.com (Email)

INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE
WITH STATE LAWS AND REGULATIONS

Honorable Mayor and Board of Alderman of the
City of Hollandale, Mississippi

We have audited the financial statements of the City of Hollandale (the City) as of and for the year ended September
30, 2006, and have issued our report dated October 27, 2006. 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.

As required by the state legal compliance audit program prescribed by the Office of the State Auditor, we have also
performed procedures to test compliance with certain state laws and regulations. However, providing an opinion on
compliance with state laws and regulations was not an objective of our audit and, accordingly, we do not express
such an opinion.

The results of those procedures and our audit of the financial statements disclosed no material irstances of
noncompliance with state laws and regulations.

The Office of the State Auditor or a public accounting firm will review, on the subsequent year’s audit engagement,
the findings in this report to ensure that corrective action has been taken.

This report is intended for the information of the City’s management and the Office of the State Auditor and is not
intended to be and should not be used by anyone other than these specified parties. However, this report is a matter
of public record and its distribution is not limited.

CQ% Ch P

Saint Louis, Missouri
October 27, 2006
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City of Hollandale

Schedule of Surety Bonds
September 30, 2006
Expiration
Name Position Surety Company Date Amount
Willie J. Burnside Mayor Travelers Casualty and Surety Company of Ameriea Indefinite 3 50,000
Helen M. Johnson City Clerk/Tax Collector Travelers Casualty and Surety Company of America Indefinite 50,000
Helen M. Johnson City Clerk/Court Clerk Travelers Casunalty and Surety Company of America Indefinite 50,000
Jeannette Bowdre Deputy Clerk United Staies Fidelity and Guaranty Company Indefinite 12,500
Jackie Ballard Deputy Clerk Travelers Casualty and Surety Company of America 9/1/07 10,000
Linda Baker Deputy Clerk United States Fidelity and Guaranty Company Indefinite 12,500
Carl Dorsey Alderman Travelers Casualty and Surety Company of America 71M/07 50,000
Charles E. Morrow Alderman Travelers Casualty and Surcty Company of America 77107 50,000
Robert Swint Alderman Travelers Casualty and Surety Company of America 7/1107 50,000
Ronnie T. Williams Alderman Travelers Casualty and Surety Company of America /1107 50,000
Janice M. Johnson Alderman Travelers Casualty and Surcty Company of America 7/107 50,000
Jimmy L. Taylor Chief of Police United States Fidelity and Guaranty Company Indefinite 50,000
Dedoris Ann Swint Radio Dispatcher Travelers Casualty and Surcty Company of America Indefinite 10,000
Georgette L. Oatis Radio Dispatcher Travelers Casualty and Surety Company of America Indefinite 10,000
Erma Jean Atkins Radio Brispatcher Travelers Casualty and Surety Company of America Indefinite 10,000
Sandra White Radio Dispatcher Travelers Casualty and Surety Company of America [ndefinite 10,0600
Mary D. Briscoe Radio Dispatcher Travelers Casualty and Surety Company of America Indefinite 10,000
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City of Hollandale
Adjusting Journal Entries
For the Year Ended September 30, 2006

Entry Account
No. Number Account Name Debit Credit
1 001-000-008 Bank of Hollandale-Unemployment 3 - 18
XXX-XXX-XNXXK Bank of Hollandale-Summer Y outh Recreation 633
001-000-052 Bank of Hollandale-Accounts payable 49
00 1-000-340 Interest income 59
001-000-349 Other-misc 633
102-000-001 Cash in bank 4
102.000.190 Unappropriated surplus 4
116-000-001 Cash in bank 32
116-000-340 Interest income 32
400-000-010 O & M Escrow 4
400-000-340 Interest income 4
400-000-340 Interest income 61
A00-000-190 Unappropriated surplus 61
Description; To record interest eamed and reverse prior year
interest accrued on bank accounts. WP Ref: A
2 400-XXX-XXX W & S Bond Cushion 378
400-XXX-XHX W & § Contingent 189
400-XXX-XXX W & S Depreciation {88
400-000-184 B&I cushion fund 378
400-000-185 Contingency fund 189
400-000-186 Depreciation fund 188
Description: To reclassify cash balances from liability
accounts. TB
3 001-000-260 Sales tax 760
001-600-219 City Uititlities Tax 760
001-XXX-XXX Accounts receivable 4878
001-000-219 City Uititlities Tax 4878
Description; to correct recording error and record utility tax payable.
W/P REF: G/L, 10-1-2, t0-5-3
4 001-000-203 Delinguent-real 30,164
001-000-205 Delinquent-personal 220
001-XXX-XXX Accounts receivable 30,384
001-XXX-XXX Accounts receivable 30,851
001-000-200) Real 28,996
001-000-202 Personat 1,855
Bad debt expense 47
001-000-xxx Altowance for doubtful acct. 47
Description: to adjust tax receivables.
W/P REF. C-3
5 001-000-297 Garbage fees 192,178
001-000-380 Operating transfers in (92,178
Q01-30X-X XX Operating transfers out 172,704
001-222-501 Supplies & expense 172,701
400-000-XXX Operating transfers out 192,i78
400-000-297 Garbage fees 192,178
400-000-X XX Sanitation 172,701
400-000-XXX Operuting transfers in 172,701

Description: To transfer proprictary activity from general
fund. WP Ref: TB
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City of Hollandale
Adjnsting Joursel Entries
For the Year Ended September 30, 2006

Entry Account
No. Number Account Name Debit Credit
6 400-000-011 Accts Receivable 5,021
400-600-017 Allowance for doubtful acet. 13,649
400-000-360 Water and Sewer Fees 1,469
400-000-297 Garbage fees 5,875
400-xx-XxX Bad debt cxpenses 4,222
Description: To record receivable due from customers. WP
Ref: TB
7 001.000.100 Claims payable 546
001-500-540 Miscellaneous Expense 546
103-000-100 Claims payable 4,389
103-000-501 Miscellaneous Expense 4 389
105-000-100 Claims payable 3,070
105-000-501 Supplies & Expense 3,070
400-650-601 Other service and expensess 644
400,000.100 Claims payable 644
Description: To adjust claims payable to unpaid claims docket.
W/P REF: AA-1
8 400-000-114 Customer deposits 6,123
400.000.360 Water & sewer fees 6,123
Description: to adjust customer deposits to detail. WP Ref:
AA-2 ’
9 400.000.xxx Cap irmp. Loan payable 2,926
400.653.920 Cap loan 2,926
400.000.190 Unapprop surplus 20,964
400.00(.109 Rev bond payable 20,964
400.000.109 Rev bond payable 25,136
400.653.910 Bond & interest 20,964
400.623.920 Cap loan 4172
400.000.110 Lease payable - FMCC 9,698
400 XXX XXX Leese payable - CHN Capital 9,698
400-651-730 Equipment 772
400-650-730 Equipment 772
400.651.730 Equipment 1,350
400 XXX XXX Operating transfer in 1,550
001 XXX XXX Operating transfer out 1,545
001.201.730 Equipment 1,543
400. XXX XXX Lease payable - CHN Cagpita! 8,165
400.651.730 Equipment 8,165
Description; to adjust hote payables. WP Ref: CC
10 001.100. XXX Debt service - principal 5,078
001.100. XXX Debt service - interest 226
001.100.730 Equipment 5,304
Description: to reciassify the debt service expenses. WP Ref:
CC-5
1 001.201. XXX Capital outlay 7.853
001.201.730 Equipment 7.853
Description; to reclassify the capital expenditures. WP Ref:
G/L
12 001-XXX-XXX Duge from other funds 14,844
001-XXX-XXX Operating transfer in 14,844
001-XXX-XXX Due from other funds 38,747
001-000-349 Other - mise 38,747

Description. to record interfund balance. WP Ret® G/L
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Adjusting Journal Entries
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Entry Account
No. Number Account Name Debit Credit
13 8003-000-070 Land 10,305
800-000-073 Equipment 7,853
800-000-192 Invest in GFA 18,158
Description; to record fixed assets addition. WP Ref: G/L
14 SC0-000-XXX L/P- FMCC '03 Crown Vic 5,078
900-000- XXX L/P- FMCC '03 Crown Vic 5.716
S00-000- 33X L/P- Kansas State Bank 2982
900-000-091 Amount to be provided 13,776
Description: to adjust the long term debt to beginning
balance and record the 06 principal payment. WP Ref: CC
15 114-060-190 Unapprop surplus 10
114-000-340 Interest 10
116-000-1%0 Unapprop surplus 10
116-000-340 Interest 10
100-000-197 Unapprop surplus 12
100-000-200 Revenue 112
Description: to correct the current year entries made by
clients to the find balance accounts. WP Ref: G/L
**Goverament-wide Entries Only (Do Not Record)**
1 HO-XXH-XXX L/P- FMCC '03 Crown Vic 5,078
001.100. XXX Debt service - principal 5,078
Description: To reclassify expense to reduction in long-termn
debt. WP Ref: CC-5
2 800-000-073 Equipment 7,853
800-000-070 Land 10,305
001-201-730 Equipment 7.853
112-094-690 Acquired land 10,305
Description: To reclassify expense to capital assets asidition
at povernmental-wide level. WP Ref: F
Total $ 1,020,922 $ 1020922
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