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INDEPENDENT AUDITOR’S REPORT

Honorable Mayor and Board of Aldermen
Forest, Mississippi

We have audited the accompanying financial statements of the governmental activities, the
business-type activities, each major fund and the aggregate remaining fund information of the
City of Forest, Mississippi as of and for the year ended September 30, 2009, which
collectively comprises the City’s basic financial statements as listed in the table of contents.
These financial statements are the responsibility of the City of Forest, Mississippi’s
management. Our responsibility is to express opinions on these financial statements based on

our audit.

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

In our opinion, the financial statements reforred to above present fairly, in all material
respects, the financial position of the governmental activities and the business-type activities
and the aggregate discretely presented component units, each major fund, and the remaining
fund information of the City of Forest, Mississippi as of September 30, 2009, and the
respective changes in financial position and the cash flows, where applicable, thereof, for the
year then ended in conformity with accounting principles generally accepted in the United
States of America.
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In accordance with Government Auditing Standards, we have also i1ssucd our report dated
March 1, 2010, on our constderation of the City of Forest, Mississippi’s internal control over
financial reporting and on our tests of its compliance with certain provisions of laws,
regulations, contracts, and grant agreements and other matters. The purpose of that report is 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 and should be considered in assessing the

results of our audit.

The management’s discussion and analysis and budgetary comparison information on pages 5
through 14 and 46 through 47, are not a required part of the basic financial staternents but are
supplementary information required by accounting principles generally accepted in the United
States of America. We have applied certain limited procedures, which consisted principally of
inquires of management regarding the methods of measurement and presentation of the
required supplementary information. However, we did not audit the information and express

no opinion on it.

Qur andit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the City of Forest, Mississippi’s basic financial statements. The
introductory section, combining and individual nonmajor 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 U. S. Office of Management,
and is also not on 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 of Forest, Mississippi. The combining and individual nonmajor fund financial
statements and the schedule of expenditures of federal awards have been subjected to the
auditing procedures applied in the audit of the basic financial statements and, in our opinion
are fairly stated in all material respects in relation to the basic financial statements taken as a
whole. The introductory and statistical sections have not been subjected to the auditing
procedures applied in the audit of the basic financial statements and, accordingly, we express

no opinion on them.

=
Tony Chance, & Company < <
Forest, Mississippi
March 1, 2010

.




CITY OF FOREST, MISSISSIPPI
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED SEPTEMBER 30, 2609

The Discussion and Analysis of the City of Forest’s financial performance provides an overall
review of the City’s financial activities for the year ended September 30, 2009. The intent of
this discussion and analysis is to look at the city’s performance as a whole. Information
contained in this section is qualified by the more detailed information contained elsewhere in
the city’s financial statements, notes to the financial statements and any accompanying
materials. To the extent this discussion contains any forward-looking statcments of the city’s
plamns, objectives, expectations and prospects, the actual results could differ materially from
those discussed herein.

This discussion and analysis is in a format consistent with the presentation requirements of the
Governmental Accounting Standards Board’s (GASB) Statement No. 34 — Basic Financial
Statements — and Management’s Discussion and Analysis — for State and Local Governments

issued June, 1999,
FINANCIAL HIGHLIGHTS
Key financial highlights for 2009 were as follows:

e The City’s assets exceeded its liabilitics by $25,268,962 (net assets) for the fiscal year
reported. This was an increase in total net assets of $1,436,902.

e Total net assets are comprised of the following:
(D) Capital assets of $18,561,085 include property and equipment, net of

accumulated depreciation.

(2} Net assets of $196,967 are restricted by constraints imposed from outside
the City such as debt covenants, grantors, laws, or regulations.

(3) Unrestricted net assets of $6,609,154 represent the portion available to
maintain the City’s continuing obligations to citizens and creditors.

e The City has $8,339,000 in total revenue. General revenues account for $3,432,420, or
41% of all revenues. Program spccific revenues in the form of charges for services,
and grants and contributions account for $4,906,580 or 59% of total revenues.

¢ The City had $6,902,098 in expenses; 48% or $3,335,667 of these expenses were
covered by program specific charges for services, and the balance of $3,566,431 was

covered by general revenues of the City.

s Among major funds, the General Fund had $4,158,810 in revenue and $4,997.470 in
expenditures. The General Fund’s balance decreased $860,660 over the prior year,



s The Proprietary fund had $3,301,786 in revenue and $3,294,380 in expenditures. The
Proprietary fund’s balance increased $7,406 over the prior year.

OVERVIEW OF FINANCJAL STATEMENTS

This discussion and analysis is intended to scrve as an introduction to the City’s basic financial
statements. The City’s basic financial statements comprise three components: 1) government-
wide financial statements, 2) fund financial statements, and 3} notes to the financial
statements. This report also contains other supplementary information in addition to the basic
financial statements themselves.

Government-wide financial statements. The government-wide financial statements are
designed to provide readers with a broad overview of the City’s finances, in a manner similar
to a private-scctor business. These statements are prepared using the accrual basis of
accounting and include all asscts and liabilities.

The statement of net assets presents information on all the City’s assets and liabilities, with the
difference between the two reported as net assets. Over time, increases or decreases in net
assets may serve as a useful indicator of whether the financial position of the City is improving

or dcteriorating.

The statement of activities presents information showing how the City’s nct assets changed
during the most recent fiscal year. All changcs in net assets are reported as soon as the
underlying event giving rise to the change occurs, regardless of the timing of related cash
flows. Thus, revenues and expenses are reported in this statement for some items that will

only result in cash flows in future fiscal years.

The government-wide financial statements outline functions of the City that are principally
supported by property taxes and intergovernmental revenues (governmental activities) and
water and sewer charges (proprietary activities). The governmental activities of the City
include general government, public safety, streets and sanitation, culture and recreation,
economic development and interest expense on bonds.

The government-wide financial statements can be found on pages 16 and 17 of this report.

Fund financial statements. A fund is a grouping of related accounts fhat is used to maintain
control over resources that have been segregated for specific activities or objectives. The City
uses fund accounting to ensure and demonstrate compliance with finance-related legal
requirements. The funds of the city can be divided into three categories: governmental,
proprietary, and fiduciary funds.

Governmental funds. Governmental funds are used to account for esscntially

the same functions reported as governmental activitics in the government-wide
financial statements. However, unlikc the government-wide financial statements,
governmental fund financial statements focus on available resources at the end of the
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fiscal year. Such information may be useful in evaluating the City’s current financing
requirements. Governmental Funds are reported using modified acerual accounting.
This method of accounting measures cash and other assets that can be easily converted
to cash. The Governmental Funds Statement provides a detailed short-term view of the

City’s operations.

Because the focus of governmental funds is narrower than that of the
government-wide financial staternents, it is uscful to compare the information
presented for governmental funds with similar information presented for
governmental activities in the government-wide financial statements. By doing so,
readers may better understand the long-term impact of the City’s current financing
decisions. Both the governmental fund balance sheet and the governmental fund
statement of revenues, expenditures, and changes in fund balances provide a
reconciliation to facilitate this comparison between governmental funds and
governmental activitics. These reconciliations are on pages 20 and 22, respectively.

The basic governmental fund financial statements can be found on pages 19 to 22 of
this report.

Proprietary funds. The City of Forest maintains one type of proprietary fund, the
enterprise fund. The enterprise fund is used to report the same functions presented as
business-type activities in the government-wide financial statements. The City uses the

enterprise fund to account for its Water and Sewer activities.

Proprietary funds provide the same type of information as the government-wide
financial statements, only in more detail.

The basic proprietary fund financial statements can be found on pages 23 through 26 of
this report.

Fiduciary funds. The City’s fiduciary funds include payroll ¢clearing, accounts
payable, court fines, Forest Municipal School District Taxes, and the Library
Expendable Trust. The fiduciary funds are reported in the fiduciary fund financial
statemnents, but are excluded from the government-wide reporting. Fiduciary fund
financial statements report resources that are not available to fund the City
programs. Fiduciary fund financial statements arc reported similarly to proprietary

funds.

Notes to the financial statements. The notes provide additional information that is essential
to a full understanding of the data provided in the government-widc and fund financial
statements. The notes to the financial staternents can be found on pages 29 to 44 of this report.

Required supplementary information. In addition to the basic financial statements and
accompanying notes, this report also presents certain required supplementary information

concerning the City’s budget process.



The City adopts an annual operating budget for all governmental funds and proprietary funds.
Budgetary comparison statements have been provided for the General Fund and the Enterprise
Fund. This required supplementary information can be found on pages 46 to 48 of thus report.

Additionally, a schedule of cxpenditures of federal awards is required by OMB Circular A-133
and can be found on page 5& of this report.

GOVERNMENT-WIDE FINANCIAL ANALYSIS

Onc of the most important questions to ask about the City of Forest’s finances 1s, "Have the
City’s net assets increascd or decreased as a result of the year’s activities?” The Statement of
Net Assets and the Statement of Activitics report information about the City as a whole and
about its activities in a way that helps answer this question. These statements include all the
city’s net assets and liabilities resulting from the use of the accrual basis of accounting and

economic resources focus of measurement.

Net assets. The City’s combined net assets, on the accrual basis of accounting and economic
resource measurement focus, increased from $23,832,060 to $25,268,962 between fiscal years

2008 and 2009.

By far the largest portion of the City’s net assets (73%) reflects its investments in capital assets
(e.g. land, infrastructurc, buildings, mobile equipment, furniture and equipment). The City
uses these capital assets to provide services to its citizens; consequently, these assets are not
available for future spending.

The City’s financial position is a product of several financial transactions including the net
results of activities, the acquisition and payment of debt, the acquisition and disposal of capital
assets and the depreciation of capital assets.



The following table reflects condensed information on the City’s net assots:

Assets!
Current and other assets
Capital assets, net

Total Assets

Liabilities:

Current and other liabilities
Long-term habilities

Total Liabilities

Net Assets:

Invested in capital assets
Restricted

Unrestricted

Total Net Assets

Governmental Business-type
Activities Activities Total
2009 008 2009 2008 2009 2008
36,325,597  $7,322,985 $2,787,873  $3,701,798 $9,113,470 $11,024,783
6,937,035 4,449,640 11,624,050 10,706,173 18,561,085 15,155 813
$13,262,632  $11,772,625 $14,411,923 $14,407,971 $27,674,555 $26,180,5%6
$382,137 $218,302 $701,500 $458,631  $1,083,637 $676,933
98,244 129,999 1,223,712 1,541,604 1,321,956 1,671,603
$480,381 $348,301 $1,925212  $2,000,235  $2,405,593  $2,348,536
$6,838,791  $4,319,641 $11,624,050 $10,706,173 $18,462,841 $15,025.814
170,671 424,025 26,296 19,817 196,967 443,842
5,772,789 6,680,658 836,365 1,681,746 6,009,154 8,362,404
$12,782,251 $11,424.324 $12,486,711 $12,407,736 $25,268,962 $23,832,060




Changes in net assets. The City’s total revenues and expenses for governmental and business-
type activities are reflected in the following table: '

Program Revenues:
Chargcs for services
Cupital grants
General Revenues:
Sales and use taxes
Property taxes

Other

Total Revenues

Program Expenses:
General Governmcnt
Public Safety

Streets and Sanitation
Culture and Recreation
‘Water and Sewer

Total Expenses

Increase (Decrease) in net

assets

Governmental Business-type
Activities Activities Total

2009 2008 2009 2008 2009 2008
$530,700 $564,832  $2,804,967 $2,741,403  $3,335,667 $3,306,235
1,159,518 75,391 411,395 595,778 1,570,913 671,169
2,044,309 2,074,189 - - 2,044,309 2,074,189
618,880 625,553 - - 618,880 625,553
720,344 827,790 60,079 66,049 769,231 893,839
$5,062,559 $4,167,755 $3,276,441 33403230 $8,339,000 $7,570,985
$463,659 $384,232 § - $ - $463,659 $384,232
1,496,937 1,349,661 - - 1,496,937 1,349,661
1,289,550 1,165,478 - - 1,289,550 1,165,478
382,917 480,936 - - 382,917 480,936
- - 3,269,035 3,086,153 3,269,035 3,086,153
$3.633,063 $3,380,307 $3,269,035  $3,086,153  $6,902,098  $6,466,460
$1,429496 $ 787,448 § 7406 § 17,077  $1,436,902 §1,104,525

-10 -



Governmental activities. Revenues for the City’s governmental activities for the year ended
September 30, 2009 were $5,062,559 compared to $4,167,755 in 2008. Revenues increased
$894,804 mostly duc to incrcased grant revenuce,

Revenues by Source
Governmental Activities

' Other 5% » Charges for
i Property Taxes . !i senaces 10%

12% ;

Utility & Grants &

Franchise Tax Contributions

9% 23%
Sales & Use

Tax41%

The cost of providing all governmental activities this ycar was $3,633,063, an increasc of
$252,756 from the prior year. Of this amount, general government expenses decreased
$241,129; public safety expenses increased $147,276; streets and sanitation expenses
increased $124,072; culture and recreation expenses increased $222,537.

The City’s largest programs arc public safety and strects and sanitation. Expenses exceeding

revenues are offset by general revenues generated by taxes, investment income and other
general revenues.
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Business-type activities: Revenucs for business-type activities are, for the most part,
comprised of charges for services. During the current year the City has an ongoing project for
sewer rehabilitation and received several grants totaling $411,395. Charges for services for
the City’s business-type activitics were $2,804,967 for 2009, an increase of $63,564 from
2008.

Revenues by Sources Business-Type Activities

Other
2% .

Charges for
sernvices
85%

The cost of these business-type activities was $3,269,035 for 2009, a increase of $182,882
from 2008 primarily dug to incrcased water and sewer expenses.
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FINANCIAL ANALYSIS OF THE CITY’S FUNDS

As noted earlier, the City uscs fund accounting to ensure and demonstrate compliance with
finance-related legal requirements.

Governmental funds. The focus of the City’s governmental funds is to provide information
on current inflows, outflows and balances of spendable resources. Such information is useful
in assessing the City’s financing requirements. In particular, unrcserved fund balance may
serve as a useful measure of the City’s net resources available for spending at the end of the
fiscal year.

The financial performance of the City as a whole is reflected in its governmental funds. As the
City completed the year, its governmental funds reported a combined fund balance of
$6,015,029, a decrease of $1,089,654. $5,844,358 or 97% of the fund balance constitutes
unreserved and undesignated fund balance, which is available for spending at the City’s
discretion. The remaining fund balance of $170,671 or 3% is reserved or designated to
indicate that it is not available for spending because it has already been committed.

BUDGETARY HIGHLIGHTS

The City’s budget is prepared according to Mississippi law and is bascd on accounting for
certain transactions on a basis of cash receipts, disbursements, and encumbrances. The most

significant budgeted fund is the General Fund.

QOver the course of the year, the City revised the annual operating budget. Schedules showing
the final budget amounts compared to the City’s actual financial activity for the General Fund
and the Enterprisc Fund are provided in this report as required supplementary information.

CAPITAIL ASSETS AND DEBT ADMINISTRATION

As of September 30, 2009, the City’s total capital assets were $37,977,717, including land,
city buildings, infrastructure, vehicles, and furniture and equipment. This amount represents
an increase of $4,227,268 from the previous year. The total accumulated depreciation as of
Scptember 30, 2009, was $19,416,632, and total depreciation expense for the year was
$1,004,497, resulting in total net assets of $18,561,085.

Additional information on the City’s capilal assets can be found in Notc 6 on pages 39 through
40 of this report.

Debt Administration. At September 30, 2009, the City had patd off all bonds.

Additional information on the City’s long-term debi can be found in Note 7 on pages 40 and
41 of this report.
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CURRENT ISSUES

The City of Forest is in an ongoing process of taking stcps toward improving its sewer system.
Grants have currently been awarded from the Corp of Engineers and through the Community
Development Block Grant program. The city plans to expend approximately $1.6 million

during the FYE 2010.

The City has been awarded the following:

e 352,300,000 grant money through federal and state funding for renovations to the
airport runway and lighting. A portion of the money was made possible through the
American Recovery and Reinvestment Act.

e $100,000 Small Municipalities Grant for downtown sidewalk renovations in order to
meet the American Disabilities Act requirements. The city will be required to match
10%.

s« $100,000 Emergency Grant has been awarded to help upgrade the Oak Park Water
Wwell,

Other projects of the city:

e Construction of a new library is ongoing with a total cost of approximately $2.2
million. The construction should be completed by summer of 2010.

¢ Renovations to the former Farmers and Merchants Bank on South Main Street are
currently being done with an approximate cost of $200,000. The renovation will
provide space to house a city museumn and office space with a conference meeting area.

* A grant application has been submitted for the funding of construction of a second fire
department. At the present time awards have not been disbursed.

CONTACTING THE CITY’S FINANCIAL MANAGEMENT

This financial report is designed to provide our citizens, taxpayers, creditors, and investors
with a peneral overview of the City of Forest’s finances and to show the City’s accountability
for the money it receives. Interested parties may direct questions to or request additional
financial information from the Mayor’s Office of the City of Forest, 120 South Davis Street,

Forest, MS 39074.
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CITY OF FOREST
STATEMENT OF NET ASSETS

September 30, 2009
Exhjbit A
Primary Government
Governmental  Business-type
Activities Activities Total
ASSETS
Cash 5 162,917 % 488413 § 651,330
Investments 6,004,000 311,023 6,315,023
Receivables:

Rent 6,177 - 6,177
Interest 1,882 - 1,882
Tax Lien 8,691 - 8,691
Trade - 295,674 295,674
Unbilled trade accounts - 123,489 123,489
Accrued interest - 168 168
Due from other governments 141,930 - 141,930

Restricted assets:
Cash-customer deposits - 270,268 270,268
-advances from industry - 30,709 30,709
Receivables - industry note poncipal - 1,263,810 1,263,810
- industry interest - 4,319 41,319
Capital assets, net 6,937,035 11,624,050 18,561,085

Total Assets 3 13,262,632 § 14411923 $ 27,674,555

LIABILITIES AND FUND BALANCES

Liabilities
Current liabilities: .
Accounts payable s 319,674 % 328,835 % 648,509
Accounts payablc -customers - 35,475 35,475
Sales tax payable 2,272 ' 2,272
Accrued intcrest State Revolving Fund - 4228 4,228
Duc to trust and agency funds 310,709 15,820 46,529
Notes payable, current 31,754 - 31,754
Long term liabilities (Due within one year) - 314,870 314,870
Total current jiabilities 382,137 701,500 1,0R3,637

Non-current liabilities:
Customner deposits - 274,268 270,268

Notes payable, non-current 98,244 - 98,244

Long term liabilities (Due beyond one year) - 953,444 953,444

Tatal non-current liabilities 98,244 1,223,712 1,321,956

Total Liabilitics § 480,38 § 1,925,212 % 2,405,593
Net Assets

Investad in capital assets (net of related debt)  § 6,838,791 & 11,624,050 § 18,462,841
Reserved for police fund 165,960 - 165,960

Reserved for municipal firc 4,711 - 4,711
Reserved for debt service - 26,296 26,296
Unreserved 5,772,789 836,365 6,609,154
Total Net Assets $ 12,782,251 % 12,486,711 $ 25,268,962

The notes to the financial statements are an integral part of this statement.
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CITY OF FOREST, MISSISSIPPI
STATEMENT OF ACTIVITIES

Year Ended September 30, 209

Exhibit B
Net (Expense) Revenue and
Prongram Revenues Changes in Net Assets
Operating Capitat Primary Government
Charges for Granis and Graaots and Gorer Rush type
Functivns/Programs Expenses Services Contributions  Contributions Activities Activities Total
Primary Government:
Governmental Activitics:
General government § 143,103 ¥ 115933 3 - 31,154,518 $ 1,132,348 ) - $ 1,132,348
Public safety 1,496,937 153,820 - - (1,343,117 - (1.343,117)
Streets and sanitation 1,289,550 260,947 B - (1,028,603) - (1,028,603}
Culture and recreation 703,473 - - - (703,473) - {703 A13)
Total Governmental Activities 3,633,063 530,700 - 1,159,518 {1,942,845) - (1,942,845)
Business-type activities:
Water & Sewer 3,269,035 2,804,267 - 411,395 - {52.673) {52.673)
Total Primary Government 3 6,502,008 $ 3,335,667 8 - 51,570,913 (1,942 845) (52,673) (1,995,518)
General Revenues:
‘Taxes:
Sales tax 2,044, 309 - 2,044,309
Property tax 618,880 - 518,880
Utility tax 22,285 - 22,285
Franchige taxes 422,789 - 422,789
Unrestricted grant's ang contributions:
Intergovermmental 216,295 - 216,295
1nrestricted investment earnings 61,967 85,424 147,391
Loss o1 sale of land and equipment (14,184) {25.345) (32,529)
Total General Revenues 3372341 60,079 3,432,420
Change in Net Assets 1,429 486 7,406 1,436,902
Net Assets - Beginning 11,424,324 12,407,736 23,632,660
Net Assets - Ending S12,853,820  $12,415,142 $ 25,268,062

The notes to the financial statements are an integral part ot this statement.
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CITY OF FOREST

BALANCE SHEET
GOVERNMENTAL FIINDS
September 340, 2009
Exhibit C
Other Total
Grant Govermmental Governmental
General Management Funds Funds
ASSETS
Cash h 162,207 $ - § 710 % 162,917
Invesiments 6,000,000 - 4,000 6,004,000
Recetvables:
Tax lien 8,691 - - R,691
Interest 1,881 - 1 1,882
Rent Reccivable 6,177 - - 6,177
Duc from other funds 71,569 - - 71,569
Duc from other govemments 141,930 - - 141,930
Total Assets 3 6,392,455 & - $ 4711 § 6,397,166
LIABILITIES AND FUND BALANCES
Liabilities:
Accounts payable b 319,674 % - S - % 319,674
Due to other funds 30,709 - - 39,709
Notes payable, current 31,754 - - 31,754
Total Liabilities 382,137 - - 382,137
Fund Balances:
Reserved for police fund 165,960 - - 165,960
Reserved for municipal fire - - 4,711 4,711
Unreserved, reportcd in:
General Fund 5,844,358 - - 5,844,358
Total Fund Balance 6,010,318 - 4,7¢1 6,015,029
Total Liabilities and Fund Balances S 6,392,455 § - % 4,711 § 6,397,166

The notes to the financial statcments are un fategral part of this statement.
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CITY OF FOREST
RECONCILIATION OF GOVERNMENTAL FUNDS BALANCE SHEET
TO THE STATEMENT OF NET ASSETS

September 30, 2009
Exhibit C-1

Total Fund Balance - Governmental Funds S 6,015,029
Amounts reported for net assets in the statement of net assets
are different because:

Capital assets used in governmental activities are

not financial resources and therefore arc not

reported in the funds:

Governmental capital assets .3 11,804,841

Less accumulated depreciation (4,867,806) 6,937,035

Long-term liabilities are not due and

payable in the current period and are not

reported in the funds (98,244)
Total Net Assets - Governmental Activities $ 12,853,820

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

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES
IN FUND BALANCES - GOVERNMENTAL FUNDS
Year Ended September 30, 20049

Revenues
General property taxes
Penalties & interest on delinguent taxes
Licenses and permits
Fomchise tuxes on utilities
Intergovernmental revenue:
Federal sources - TVA
Federal sources - other
Homesiead exemption reimbursement
General municipal aid
Sales tax
Utility tax
Fire Protection
County contributions
Charges for services
Donations
Fines and forfeitures
Interest income
Miscellaneous
Total Revenues

Expenditures
General governmeni
Public safety
Streets and sanitation
Culture and recreabion
Debt Service:
Principal
Interest
Total Expenditures

Excess of Expenditures
Over Revenues

Other Financing Sources
Sale of equipment

Sale of land
Total Other Financing Sources

Net Change in Fund Balances
Fund Balance, October 1. 2603

Fund Balance, September 30, 2009

Exhibit D
{}ther Total
Grant Governmental  Governmental
General Management Funds Fuoils

$ 618,880 3 - 8 - 8 618,880
25393 - - 25393
82,728 - - 82,728
422,789 - - 422,789
8,710 - - 8,710
251,393 908,125 - 1,154,518
2_7,947 - - 27,947
13,236 - - 13,236
2,044 309 - - 2,044,309
22,285 - - 22,285
- - 31,636 31,636
148 460 - 8,000 156,460
264,947 - - 260,947
9,942 - - 2,042
122,184 - - 122,184
60,597 - 1,370 61,967
7,812 - - 7,812
4,127,612 908,125 41,006 5,076,743
417,135 623283 - 1,100,418
2,108,629 - 270,000 2,378,629
1,555,969 - - 1,555,985
879,580 224 842 - 1,104,422
31,754 - - 31,754
4,403 - - 4,403
4,997.470 908,125 270,000 6,175,595

(869,858) - (228,974) (1,098,852)
3,598 - - 3,598
5,600 - - 5,600
9,198 - - 9,198

(RaD,660) - {228,994) [i,039,654}
6,870,978 - 233,705 7,104,683
$§ 6010318 3§ - 8 47211 § 6,015,029

The notes to the financial stalements are an mtegral part of this statement.
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CITY OF FOREST
RECONCILIATION OF THE GOVERNMENTAL FUNDS STATEMENT OF REYENUES,
EXPENDITURES AND CHANGES IN FUND BALANCES TO THE STATEMENT OF ACTIVITIES
Year Ended September 30, 2009

Lxhibit [3-1

Net Change in fund balances - governmental funds $ (1,089,654)
Amounts reported for governinental activities in the statement of activities are different because:

Governmental funds report capital outlays as expenditures.
However, in the Staternent of Activities, the cost of those
assets is depreciated over their useful lives:

Expenditures for capital assets $ 2,894,572

Less cuirent year depreciation (383,794)
2,510,778

‘When recognizing the sale of capital assets, the governmental
funds report the total proceeds of the sale. Only the gain or
loss on the sale is reported on the Statement of Net Assets. (23,382)

Governmental funds report current portion of long-term
debt as an expenditure. Only the interest is reported as
an expenditure on the statement of activities. 31,754

Change in net assets of governmental activittes $ 1,429,496

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

Cash

Investments

Receivables:
Trade accounts
Unbilled tradc accounts
Accnied interest

‘T'otal Currenl Assets

Restrictes Assets:

Cash and certificales of deposit:
Customer deposits
Advances from [ndusiry

Dugc from Industry:

Principal
Interest
Total Resiricted Assets

Noncurrent Assets
Capital assets (net}

Total Asgets

Current Liabilities:
Accounts payable
Accounts payable - customers
Sales tax payable
Due to Payroll Clearing Fund
Duc to General Fund
Total Current Liabilitics

CITY OF FOREST, MISSISSIPPI

STATEMENT OF NET ASSETS
PROPRIETARY FUND
September 30, 2009

ASSETS

LIABILITIES

Current Liabilities (payable from restricted assets):
Accrued interest - State Revelving Fund
Current portion - State Revolving Fund Loan
‘Total Current Liabilities {payable from restricted assets)

Non-current Liabilities:
Customer deposits

Sales tax loan - State Revolving Fund (net of current portion)
‘l'otal Non-current Liabilities (payable from restricted asscts)

Total Liabilities

Net Assets
Coninbuted capital - grants
Contributed capital - iIndustry
Retained earnings reserved
Retained earnings unreserved

Total Net Assets

The notes to the financial stalemenls are an integral part of this statement.
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Exhibit E

$ 483,413
311,023

295,674
123,489
168
1,218,767

270,268
30,709

1,263,810
4319
1,569,106

11,624,050

$ 14,411.923

3 328,835
35475

2,272

15,820

71,569

453,971

4,228
314,870
319,098

270,268
953,444
1,223,712

3 1,996,781

$ 6,891,907
5,065,949
26,296

428,990

$ 12,415,142



CITY OF FOREST
STATEMENT OF REVENUES, EXPENSES, AND CHANGES
IN FUND NET ASSETS -PROPRIETARY FUND

Year ended September 30, 2009
Exhibit F

Proprietary Fund
Operating Revenue:
Charges far services $ 2,804,967
Operating Expenses:
Personal services 1,052,559
Maintcnance, operations, and
contractual services 295,204
Materials and supplies 255,484
Utilities 986,876
Bad debts 1,662
Depreciation 620,703
Total Opcrating Expenses 3,212,488
Operating Loss (407,521)
Nonaperating Revenues (Expenses):
Loss on disposal of equipment (25,345)
Interest income 8,673
interest income - industry 76,751
Interest expense (56,547)
Total Nonoperating Revenucs 3,532
Loss before contribuions and transfers (403,989)
Grant revenue 411,395
Change in net assets 7,406
Net assets, Octeber 1, 2008 12,407,736
Net asscts, September 30, 2009 $ 12,415,142

The notes to the financial statements are an intcgral part of this statement.
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CITY OF FOREST
STATEMENT OF CASH FLOWS
PROPRIETARY FUND
Year Ended September 30, 2009

Exhibit G
Cash flows from Operating Activities
Receipts from customers § 3,113,281
Payments to suppliers (1,275,907)
Payments to employees (1,001,440)
Net Cash Provided by Operating Activities § 835934
Cash Flows from Investing Activities
Interest on investments 85,424
Acquisition and construction of capital assets (1,564,082)
Proceeds from sale of equipment 157
Net Cash Provided by Investing Activities (1,478,501}
Cash Flows from Capital and Related Financing Activities
Grant revenue 411,395
Principal paid on long-term debt {(314,870)
Interest paid on long-term debt (56,547)
Net Cash Provided by Capital and Related Financing Activities 39,978
\
Net Increase in Cash and Restricted Cash (602,589)
Cash and Restricted Cash, October 1, 2008 1,703,002
Cash and Restricted Cash, September 30, 2009 $ 1,100,413

The notes to the [inancial statements arc an integral part of this statement.
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CITY OF FOREST
STATEMENT OF CASH FLOWS
PROPRIETARY FUND
Year Ended September 30, 2008

Exhibit G (cont.)

Reconciliation of Operating Lass to Net Cash
Provided by Operating Activities

Operating Income
Adjustments to reconcile operating loss to net cash
provided by opcrating activities:

Operating Loss $ (407,521)
Depreciation and amortization 620,703
Changes in Assets and Liabilities:
Decrease Accounts Receivable 1,097
Decrease Accrued Interest 799
Decrease Due from Industry 309,440
Increase Accounts Payable 264,503
Increase Due to Other Funds 51,119
(Decrease) Accrued Expenses (1,184)
{Decrease) Customer Deposits (3,022)
Net Cash Provided by Operating Activities $ 835,934

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

Cash

Investments

Due from other funds

Taxes receivable

Accrued interest receivable
Due from other governments

Total Assets

LIABILITIES

Employee withholdings
payable

Accmed payroll

Bail bonds escrow account

Due to Forest Municipal
School District

Due to General Fund

Due to State of Mississippi

Total Liabilities

Net assets held in trust

CITY OF FOREST, MISSISSIPPI
STATEMENT OF FIDUCIARY
NET ASSETS-FIDUCIARY FUNDS
September 30, 2009

Exhibit H
Agency Funds
Forest
Municipal Library
Payroll Accounts Court School Distr. Expendable
Clearing Payabhle Fines Taxes Trust Total
$ 22484 % 968 § 45335 § 1 8 320§ 69,108
- - - - 24,000 24,000
46,530 - - - - 46,530
- - - 34,096 - 34,096
- - - - 7 7
- - - 28,832 - 28,832
3 69014 3 968 % 45335 § 62,920 § 24327 § 202,573
3 20078 § -3 - 3 - 3 - § 20078
48,936 - - - - 48,936
- - 6,251 - - 6,251
- - - 62,929 - 62,929
- 968 - - - 968
- - 39,073 - - 39,073
69,014 968 45,324 62,929 - 178,235
$ - & - 8 11 % - § 24327 § 24,338

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

Trust receipts

Interest income
Total additions

Deductions

Supplies

Total deductions

Changes in net assets

Net assets held in trust:

Beginning of year

End of year

CITY OF FOREST, MISSISSIFPPI
STATEMENT OF CHANGES IN FIDUCIARY NE

FIDUCIARY FUND
September 30, 2009

T ASSETS

Exhibit 1

Library
Expendable
Trust

$ 3,796
164

3,960

3,795

3,795

165

24,162

$ 24,327

The notes to the financial statements are an integral part of this statcment.
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CITY OF FOREST, MISSISSIPPI
Notes to Financial Statements
Year Ended September 30, 2009

Note 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The City of Forest, Mississippi ("City") operates under the mayor/board of aldermen form
of government and provides services as authorized by law.

The financial statements of the City of Forest are prepared in accordance with generally
accepted accounting principles (GAAP) as prescribed by the Governmental Accounting
Standards Board (GASB). GASB is the accepted standard-setting body for governmental
accounting and financial reporting principlcs.

A. Financial Reporting Entity

In June, 1999, GASB issued Statement No. 34, Basic Financial Statements — and Management’s
Discussion and Analysis — for State and Local Governments. This statement affects the way the
City prepares and presents financial information. State and local governments traditionally have
used a financial reporting model substantially different from the one used to prepare private sector

financial reports.

Management’s Discussion and Analysis — GASB Statement No. 34 requires that financial
statements be accompanied by a narrative introduction and analytical overview of the

government’s financial activities.

Government-wide financial statements — The reporting model includes financial statements
prepared using full accrual accounting for all the government’s activities. This approach includes
current assets and liabilities as well as capital asscts and long-term liabilities. Accrual accounting
also reports all the revenues and cost of providing services each year, not just those received or

paid that year,

Statement of Net Assets — The statement of Net Asscts is designed to display the financial
position of the primary government {governmental and business-type activities) and its
compenent units. Governments will report all capital assets, including infrastructure, in the
government-wide statement of net assets and will report depreciation expense in the statement of

activities.

Statement of Activitics — The new government-wide statement of activities reports expenses and
revenucs in a format that focuses on the cost of each of the government’s functions.
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Note 1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

Fund financial statements — Fund financial statements display the financial transactions and
accounts of the City based on funds. The operation of each fund is considered to be an
independent accounting entity. The fund financial statements also include a reconciliation to the

government-wide statement.

Budgetary comparison schedules — Compliance with the adopted budget is an important
component of the government’s accountability to the public.

The criteria for including organizations as component units within the City’s reporting cntity, as
set forth in Statement No. 14 of the Governmental Accounting Standards Board, The Financial
Reporting Entity, have been applied. A primary government 1s financially accountable for legally
separate organizations if its officials appoint a voting majority of an organization’s governing
body and either it is able to impose its will on that organization or there is a potential for the
organization to provide specific financial benefits to, or to impose a financial burden on, the
primary government. A primary government may also be financially accountablc for
organizations that are financially dependent on it.

A primary government has the ability to impose its will on an organization if it can significantly
influence the programs, projects, or activities of, or the level of services provided by the
organization, A financial benefit or burden relationship exists if the primary government (a) is
entitled to the organization’s resources; (b) is legally obligated or has otherwise assumed the
obligation to finance the deficits of, or provide financial support to, the organization; or {c) is
obligated in some manner for the debt of the organization.

Some organizations are included as component units because of their fiscal dependency on the
primary government. An organization is fiscally dependent on the primary government if it is
unable to adopt its own budget, levy taxes or set rates or charges, or issue bonded debt without

approval by the primary government.

Based on the application of the criteria above, no component units of the City of Forest were
identified.

Government-wide and Fund Financial Statements

The government-wide financial statement (i.€., the staternent of net assets and the statement of
activities) report information on all of the nonfiduciary activities of the City. The effect of
interfund activity has been removed from thesc statements. Governmental activities, which
normally are supported by taxes and intergovernmental revenues, are reported separately from
business-type activities, which rcly to a significant extent on fees and charges for support.
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Note 1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

The statement of activities demonstrates the degree to which expenses of a given function are
offset by program revenues. Direct expenses are those that are clearly identifiable with a specific
function. Program revenues include charges to customers who purchase, use, or directly bene fit
from services or privileges provided and grants and contributions that are restricted to meeting
certain operational or capital needs of a function. Taxes and otheritems not included in program

revenues are reported as general revenues.

Separate financial statements are provided for governmental funds, propriety funds and fiduciary
funds, even though fiduciary funds are excluded from the govermmental-wide financial
statements. Major individual governmental and propriety funds are reported in separate columns
in the fund financial statements.

Measurement Focus, Basis of Accounting and Financial Statement Presentation

The governmental-wide financial statements, propriety fund financial statements and fiduciary
fund financial statements are reported using the economic resources measurement and the accrual
basis of accounting. Revenues are recorded when carncd and cxpenses are recorded when a

liability is incurred.

Governmental fund financtal statements arc rcportcd using the current financial resources
measurement focus and the modified accrual basis of accounting. Revenues are reccognized as
soon as they are both measurable and available. Taxpayer assessed income, gross receipts, and
sales taxes are considered “measurable” when in the hands of intermediary collecting
governments and 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 generally recognized under the modified accrual basis of
accounting when the related fund liability is incurred, if measurable, except for principal and
interest payments on general long-term debt, which are recognized when due.

The City reports the following major governmental funds:

General Fund - The General Fund is the general 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 arc uscd to account for the proceeds

of specific revenue sources {other than expendable trusts or major capital projccts) that
are legally restricted for specific expenditure purposes.
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Note 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

D.

PROPRIETARY FUND

Enterprise Fund - The Enterprise Fund is used to account for operations that are
financed and operated in a manner similar to private business enterprises, where the
intent of the governing body is that the costs and expenses of providing water and sewer
services to the gencral public on a continuing basis be financed or recovered primarily

through uscr charges.

FIDUCIARY FUNDS

Trust and Agency Funds - Trust and Agency Funds are used to account for assets held
by the City in a trustee capacity or as an agent for individuals, private organizations
and/or other funds. These include Expendable Trust and Agency Expendablc Trust
Funds which are accounted for in essentially the same manner as governmental funds.
Agency Funds are custodial in nature {assets equal liabilities) and do not involve
measurement of results of operations.

Account Classifications

The account classifications used in the financial statements conform to the
classifications prescribed in the Financial Accounting Manual for Mississippi
Municipalities issued by the Office of the State Auditor.

Encumbrances

An encumbrance system is not maintained to account for commitments resulting from
approved purchase orders, work orders and contracts.

Cash and Other Deposits (and Cash Equivalents)

The City deposits excess funds in the financial institutions selected by the City Council in
accordance with state statutcs.

Cash consists of amounts on deposit in demand accounts and savings accounts. Other
deposits consist of certificates of deposit. Cash and other deposits are valued at cost.

-32-



Note 1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

For purposes of the statement of cash flows, the City considers all highly liquid investments
and certificates of deposit to be cash equivalents if they have a maturity of three months or
less when acquired.

. Investments

The City 15 allowed, by statute, to invest excess funds in any bonds or other dircct
obligations of the United States of America or the State of Mississippi, or of any county or
municipality of this state, when such county or municipal bonds have been properly
approved; or in interest-bearing time certificates of deposit or interest-bearing accounts
with any financial institution approved for the deposit of state funds; or in any type of
investment permitted by Sections 27-105-33(d) and 27-105-33(c}), Miss. Code Ann. (1972).

For accounting purposes, certificates of deposit and interest-bearing accounts are classified
as cash and other deposits.

. Inventories and Prepaid Items

The costs of governmental fund type inventories are reported as expenditures when
purchased.

Prepaid items, such as prepaid insurance, are not reported for governmental fund types
since the costs of such items are accounted for as expenditures in the period of acquisition.

Capital Assets

Capital assets are reported at actual or estimated historical cost based on appraisals or
deflated current replacement cost. Contributed assets arc reported at cstimated fair

value at the time received.

Capitalization thresholds (dollar value above which asset acquisitions are added to the
capital asset accounts) and estimated useful lives of capital assets are reported in the
government-wide statements and proprietary funds. Depreciation is
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Note 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

Jl

calculated on the straight-line basis for all assets, except land. The following schedule
details those thresholds:

Capitalization FEstimated
Policy Useful Life

Land $ - -
Infrastructure — Roads 25,000 20 years
Infrastructure -- Concrete bridges 25,000 50 years
Buildings 25,000 40 years
Buildings improvements 25,000 20 years
Improvements other than buildings 25,000 20 years
Heavy equipment 5,000 10 years
Mobile equipment 500 5 years
Furniture and equipment 500 3-7 years

Restricted Asset

The use of certain assets may be restricted by specific provisions of bond resolutions and/or
agrcements with various parties. Assets so designated are identified as restricted assets on the
statement of net assets. The City generally uses restricted assets first for expenses incurrcd
for which both restricted and unrestricted assets are available.

Reconciliation of Government-wide and Fund Financial Statements

The governmental fund balance sheet includcs a reconciliation between fund-balance -
total governmental funds and net assets — governmental activities as reported in the
government-wide statement of net assets.

The governmental fund statement of revenues, expenditures, and changes in fund
balances includes a reconciliation between net changes in fund balances — total
governmental activities as reported in the government-wide statement of activities.

Compensated Absences

Employees of the City accumulate sick leave at a minimum amount as required by state law
or at an amount provided by policy of the City. Employees are allowed vacation leave, but
vacation time is generally required to be uscd within one year of accrnal. The City does not
provide for payment of accumulated sick leave, but up to 10 days of accumulated vacation
will be paid if requested by the employee.
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Note 1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

No accrual has been made for compensated absences. The City’s experience is that
individuals who leave the City's employ generally have little or no accrued vacation leave.
In the opinion of City management, any accrual would be immaterial to the financial

statements.

. Property Taxes

Property taxes attach as an enforceable lien on property as of January 1. All unpaid taxes
become delinquent February 1. The City bills and collects its own property taxes except for
the personal auto, large truck and house tratler taxes that are collected and remitted to the
City by the county tax collector. The City also acts as tax assessor and collector for the
Forest Municipal School District in the same manncr as previously mentioned. Collections
for the Forest Municipal School District are remitted monthly as collected to the District.
City property tax revenues are recognized when levied to the extent that they result in
current receivables. The millage rate tor the City and School combined for January through
December, 2008 was 64.00 mills.

The taxes were distributed to funds in accordance with prescribed tax levies. A tax sale
was held for uncollected taxes. Remaining uncolilected taxes were not accrued.

Ad valorem tax collections were within the limitations of Section 27-39-320 t0 27-39-323
as follows:

$4,372,693 Base 2007-2008 $4,375,460 Taxes collected
2007-2008
437.269 10% Increase 124,156 Homestead Exemption
Reimbursements
4.809.962 4,499 616 Total Collections
303,037 Exempt Collections 613,383 Under Limitations
$5,112,999 Total $5,112,999 Total

Economic Dependency

Three heavy water users of the Water and Sewer Enterprise Fund accounted for 79% of
total consumption. Revenues arc bascd upon consumption. These three uscrs produced

64% of gross revenue.
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Note 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES — Continued

O. Budgetary and Budgetary Accounting

The City follows these procedures in establishing the budgetary data reflected in the
tinancial statements:

1.

Prior to September 1, the Mayor submits to the Board of Aldermen a proposed
opcrating budget for the fiscal year commencing the following October 1. The
operating budget includes proposcd cxpenditures and the means of financing them.

During September, the budget must be published in a newspaper published in the city
(or the county if none is published by the city).

Prior to the adoption of the budget, at least one public hearing is held by the Board of
Aldermen to provide the general public with an opportunity to comment on the taxing
and spending plan incorporated in the proposed budget. The public hearing must
beheld at least one week prior to the adoption of the budget with advance notice and

held outside normal working hours.

Prior to September 15, the budget is legally enacted through passage of an
ordinance.

Routine budget revisions may be made by the Board as often as nccessary.
However, when a department’s total budget has been revised up or down by ten
percent (10%) or more, public notice must be given of the change. Also, during the
first three months of office, while operating under the prior Board’s budget, the new
Board if limited to one revision if a deficit is evident.

It is the City’s policy for the Board to approve all budget transfers between
departments and/or funds.

Formal budgetary integration is employed as a management control device during
the year for the various funds. Budgeting data presented is as originally adopted or
amended by the Board of Aldermen.

Budgets for the various funds are not adopted on a basis consistent with generally
accepted accounting principles (GAAP) but rather on a modified cash basis as

required by State statutes.

P. Use of Estimates

The preparation of financial statements in conformity with generally accepted
accounting principles requires management to make estimates and assumptions that
affect certain reported amounts and disclosures. Accordingly, actual results could differ

from those estimates.
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Note 1.

Note 2.

SUMMARY OF SIGNTFICANT ACCOUNTING POLICIES - Continued

Q. Due From Other Funds

Short-term amounts owed betwecn funds arc classitied as “due to/from other funds™ and
are considered “available spendable resources”. These amounts are eliminated in the
government-wide financial statcments.

R. Comparative Data

Comparative total data for the prior year have been presented in the supplementary
budgetary comparison schedule in order to provide an understanding of changes in the
general fund’s financial position and operations. However, comparative data have not
been presented in all statements because their inclusion would make statements unduly

complex and difficult to understand.

CASH AND CASH EQUIVALENTS AND INVESTMENTS

Cash and Cash Equivalents

The collateral for public entities’ deposits in financial institutions 1s held in the name of the
State Treasurer under a program cstablished by the Mississippi State Legislaturc and is
governed by Section 27-105-5, Miss. Code Ann. (1972). Under this program, the entity’s
funds are protected through a collateral pool administered by the State Treasurer. Financial
institutions holding deposits of public funds must pledge securities as collateral against
those deposits. In the event of failure of a financial institution, securities pledged by that
institution would be liquidated by the State Treasurer to replace the public deposits not
covered by the Federal Depository Insurance Corporation.

The carrying amount of the City’s deposits with financial institutions was $7,360,438.

Investments

Investments made by the City that are included on the balance sheet are summarized below.
The investments that are represented by spectfic identifiable investment securitics arc
classified as to credit risk by the categories described below:

Category 1 - Insured or registered for which the securities are held by the City or its agent in
the City’s name.

Category 2 — Uninsured and unregistered for which the securities are held by the broker or
dealet’s trust department or agent in the City’s name.

Category 3 — Uninsured and unregistered for which the securities are held by the broker or
dealer, or by its trust department or agent but not in the City’s name.
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Note 2. CASH AND CASH EQUIVALENTS AND INVESTMENTS — Continued

Category Carrying Market
Investment Type 1 2 3 -  Amount Value
Certificates of Deposit  $6,640000 $ - $ - 36,640,000 $6,640.000

Note 3. INTERFUND ASSETS/LIABILITIES

The following is a summary of due from/to other funds:

Due From Due To
General Fund
Water and Sewer Enterprise Fund $ 71569 § -
Payroll Clearing Fund - 30,709
71.569 30,709
Water and Sewer Enterprise Fund
General Fund - 71,569
Payroll Clearing Fund - 15.821
- 87,389
Payroll Clearing Fund
General Fund 30,709 -
Water and Sewer Entcrprise Fund 15,821 -
46,530 -
Total $ 118,099 § 118,099

Note 4. DUE FROM OTHER GOVERNMENTS
Due from other Governments at September 30, 2009 consists of the following:

General Agency

\ Fund Funds Total
State of Mississippi - salcs tax $135,304 § - $135,304
Scott County - ad valorem taxes 6,626 28.832 35,458
Total $141.930 S 28832 $170,762
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Note 5. COMPONENTS OF RESTRICTED ASSETS

The City borrowed $5,065,949 from the State of Mississippi under the State Revolving Fund
program to expand the Wastewater Treatment Plant. Beginning October 1, 1993, and continuing
for the next 20 years, this loan is being repaid by the State's withholding money from the City"s
monthly sales tax collections. (Note 7)

In turn, the top three users of the Plant are paying the City the exact amount held out by the State.

Note 6.

The users began paying the City in September, 1993,

CAPITAL ASSETS

The following is a summary of changes in capital assets for governmental activities:

Balance Balance
9/30/08 Additions Retirements 9/30/09
Non-depreciable Capital Assets:
Land $1.207.826 $ - $ - $1,207.826
Depreciable Capital Assets:
Infrastructure — Bridges 50,605 - - 50,605
Buildings 4,947,654 1,751,286 - 6,698,980
Mobile equipment 1,586,720 708,693 140,146 2,155,267
Furniture and fixtures 196,320 9,881 1,328 204,873
Equipment 1,104,682 424,712 42,104 1,487,290
Total Depreciable

Capital Assets 7.886.021 2,894,572 183,578 10.597.015
Less Accumulated Depreciation:
Infrastructure — Bridges 12,145 1,012 - 13,157
Buildings 2,622,393 141,262 - 2,763,655
Mobilc equipment 1,207,766 136,084 117,062 1,226,788
Furniture and fixtures 91,478 16,740 1,328 106,890
Equipment 710,425 88.696 41,805 757.316

Total Accumulated

Depreciation 4.644.207 383,794 160,195 4.867.806

Governmental Activities
Capital Assets, Net $4.449,640 $2510,778 $ 23383  $6.937,035
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Notc 6. CAPITAL ASSETS — Continued

Depreciation expensc was charged to the following governmental functions:

General Government
Public Safety

Public Works
Coliseum

Airport

Library

Recreation

Total depreciation expense

The following is a summary of changes in capital assets for proprietary activities:

$ 12,889
121,897
100,482

33,045
38,956
2,588

73,937

$ 383,794

Balance Balance
9/30/08 Additions  Retirements 9/30/09
Non-depreciable Capital Assets:
Land $ 162395 % - 3 - $ 162395
Depreciable Capital Assets:
Machinery and equipment 1,077,652 08,795 102,023 1,074,424
Water plant 5,207,847 537,599 - 5,745,446
Waste treatment plant 18.208.708 927 688 409 _ 19,135.987
Total Depreciable
Capital Assets 24,494,207 1,564,082 102,432 _ 25.955.857
Less Accumulated Depreciation:
Machinery and equipment 660,498 79,223 76,525 663,196
Water plant 4,092,750 74,533 - 4,167,283
Waste treatment plant 9,197,181 466.947 405 9.663.723
Total Accumulated
Depreciation 13.950.429 620,703 76.930 14,494,202
Total depreciable
capital assets, net 10,543,778 943,379 25502 _11,461.655
Proprietary activities
capital assets, net 1 17 § 943379 $25502 511,624,050

Depreciation expense charged to the enterprise fund totaled $620.703.
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Notc 7. LONG TERM DEBT
A. Tnstallment Note Payable — General Fund

Note payable at September 30, 2009, is comprised of the following individual note

payable:
Current Long-Term
Portion Portion Total
Loan payable, Scott County; monthly
payments of $2,935 with 47 rcmaining
through 8/1/2013, interest at 3%, secured
by the coliseum S 31,754 § 98244 129,998

Interest cxpense for the year ended September 30, 2009, was $4,403,
B. Installment Note Payable — Proprietary Fund
Note payable at September 30, 2009, is comprised of the following:

Current Long Term
Portion Debt Total
Loan payable, State of Mississippi;
monthly payments of $31,038.86,
44 payments remaining, through
5/1/2013, interest at 4.00%, secured
by and payments withheld from sales
tax revenue. Reimbursement is made
by the Water and Sewer Fund to the
General Fund. {Note 5) S 314870 § 053444 51268314

C. Amortization of Long-Term Debt

The annual requirements to amortize all debt outstanding including interest of $105,341 as of
September 30, 2009, arc as follows:

Annual Requirements to Amortize Long-Term Debt
September 30, 2009

Scpt. 30 Notes Payable
2010 S 407,686
2011 407,686
2012 407,686
2013 280,595

$ 1,503,653
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Note 7.

Note 8.

Note 9.

LONG TERM DEBT- Continued

The amount of bond indebtedness that can be incurred by the City is limited by state statute.
Total outstanding general bond indebtedness during a ycar can be no greater than 15% of the
assessed value of the taxable property within such City, according to the then last completed
assessment for taxation, unlcss certain condittons, as set forth in state statutes, have been met.,
As of September 30, 2009, there was no gencral obligation bonded indebtedness.

There are limitations and restrictions contained in the various bond indentures. The Cityisin
compliance with all significant limitations and restrictions.

DEFINED BENEFIT PENSION PLAN

Plan Description. The City contributes to the Public Employees' Retirement System of
Mississippi (PERS), a cost-sharing multiplc-cmploycr 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 inciudes financial statements and required supplementary information. That report
may be obtained by writing to Public Employees' Retirement System, PERS Building, 429
Mississippi Strect, Jackson, MS 39201-1005 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 at an actuarially determined rate. The current rate
1s 12% of annual covered payroll. The contribution requirements of PERS members are
established and may be amended only by the State of Mississippi Legislature. The City's
contributions to PERS for the fiscal years ending September 30, 2009, 2008, and 2007 were
$269,983, $254,720, and $226,626, respectively, which equaled the required contributions for
each year.

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.

Except as described below, the City carrics commerctal insurance for thesc risks. Settled claims
resulting from these insured risks have not exceeded commercial insurance coveragc in any of the

past three fiscal years.
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Note 9.

Note 10.

RISK MANAGEMENT - Continued
Participation in Public Entity Risk Pool:

The City participates in the Mississippi Municipal Liability Plan (MMLD), an insurance-
purchasing pool. The City, along with other municipalities as a group, purchased insurance to
insure against losses related to torts: theft of, damage to, and destruction of assets; errors and
omissions; and natural disasters, Settled claims resulting form these insured risks have not
exceeded the City’s insurance coverage since it joined the pool.

The City is a member of the Mississippi Municipal Workers Compensation Group (MM W CG).
The group is a risk-sharing pool, frequently referred to as a self-insurance pool. MMWCG covers
risks of loss arising from injuries to the City’s employees. The Mississippi Workers’
Compensation Commission requires that an indemnity agreement be executed by each membcr in
a workers’ compensation self-insurance pool for the purpose of jointly and serverally bindingthe
pool and each of the employers comprising the group to meet the workers’ compensation
obligations of each member.

The City’s agreement with the two entities provides that the entities will be self-sustaining
through premiums and will provide $500,000 per occurrence coverage for lost liability under
automobilc and general liability and $1,000,000 statutory workers’ compensation protection.

COLISEUM

The City of Forest and Scott County jointly agreed to build a Coliseum. Each contributed
$250,000 for the project to match a USDA grant of $500,000. In addition, a loan of $S850,000
was obtained by the County. The City has agreed to pay one-halfthe note or $425,000. The City
has also agreed to spend additional funds on the project. The County has agreed to pay the
$850,000 note down in an amount equal to the City’s additional expenditures. Once that is done,
the City and County will sharc the remaining note balance equally. As of September 30, 2009,
the City has expended $666,250 of these additional expenditures. The City’s cost in the

Coliseum is as follows:

USDA Grant $ 250,000
Matching contribution 250,000
City’s share of borrowed funds 425,000
Additionat agreed upon expenditures

through September 30, 2008 $ 666,250
Less amounts of principal and interest paid

by Scott County on behalf of the City (273.886) 390.364

$ 1315364

As of September 30, 2009, the City owed the County $129,998 on the note, but the City
has spent $114,478 more on this project than the County.
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Note 11. COMMITMENTS AND CONTINGENCIES
Grant Audit

The City receives Federal grants for specific purposes that are subject to review and audit by
Federal agencies. Such audits could result in a request for reimbursement by the Federal
Government for expenditures disallowed under the terms and conditions of the appropriate
agency. In the opinion of the City management, such disallowance, if any, will not be

significant.
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REQUIRED SUPPLEMENTARY INFORMATION
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CITY OF FOREST
BUDGETARY COMPARISON SCHEDULE FOR THE GENERAL FI/ND

FOR THE YEAR ENDED SEPTEMBER 30, 2009
Schedule 1a

Yariance with

Budget Amounts Actual Final Budget
Original Final {GAAP Basis) Over {under)
Revenues
Gencral property taxes $ 600375 $ 600,375 $ 618,880 $ 18,505
Penalties & interest on delinquent taxes 25,000 25,000 25,393 393
Scheol Advalorem caollection fee 39,162 39,162 39,162 -
Licenses and permits 95,600 95,600 82,728 (12,872)
Franchise taxes on utilities 425,000 425,000 422,789 (2,211)
State shared revenues 2,781,000 2,781,000 2,367,880 {413,1200
Culture and Recreation 47,000 47.000 47,832 232
Road and Bridge Tax 140,000 140,000 148,460 8,460
Churges for services 210,000 210,000 173,953 (36,047
Fines and forfeitures 175,500 175,500 122,184 (53,316)
Interest income 175,000 175,000 60,597 (114,403)
Miscellaneous 30,500 30,500 17,754 (12,746)
Total Revenues 4,744,137 4,744,137 4,127,612 (616,525)
Expenditures
General government 528,837 528,837 453,292 75,545
Public safety 1,641,450 1,656,450 2,108,629 (452,179)
Streets and sanitation 1,891,950 1,891,950 1,555,969 335,981
Culture and recreation 865,400 865,400 879,580 (14,180)
Total Expenditures 4,927,637 4,942,637 4,997,470 (54,833)
Excess of Revenues
Over (Under) Expenditurcs {183,500} (198,500) (869,858) {671,358)
Other Financing Sources
Sale of Equipment - - 3,598 3,598
Sale of Land 2,500 2,500 5,600 3,100
Total Other Financing Sources . 2,500 2,500 . 9,198 6,698
Net Change in Fund Balances {181,000) (196,000} (860,660) (664,660)
Fund Balance, October 1, 2008 6,870,978 6,870,978 0,870,978 -
Fund Balance, September 30, 2009 $ 6,689978 % 6674978 % 6010318 §$ (664,660)
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CITY OF FOREST
BUDGETARY COMPARISON SCHEDULE FOR PROPRIETARY FUND
FOR THE YEAR ENDED SEPTEMBER 30, 2009

Schedule 1b

Yariance with

Budget Amounts Actual Final Budget
Original Final (GAAP Basis) Qver (under)
Operating Revenne:
Charges for services $ 2822500 $ 2822500 $ 2,804,967 $ (17,533)
Operating Expenses:
Pcrsenal Services _ 1,124,600 1,124,600 1,052,559 72,041
Maintenance, operations, and
contractual services 1,073,200 1,073,200 1,086,367 (13,167)
Materials and supplies 3,181,000 3,181,000 452 859 2,728,141
Depreciation - - 620,703 (620,703)
Total Operaling Expenses 5,378,800 5,378,800 3,212,488 2,166,312
Operating Loss (2,556,300)  (2,556,300) (407,521) 2,148,779
Nonoperating Revenues (Expenses):
Grant Revenue 2,050,000 2,050,000 411,395 (1,638,605)
Miscellaneous 7,500 7,500 {25,345) (32,845)
Interest income 45,000 45,000 8,673 (36,327)
Interest expense (40,000) (40,000 20,204 60,204
Total Nonoperating Revenues (Expenses) 2,062,500 2,062,500 414,927  (1.647,573)
Net Income (Loss) (493,800) {493,800) 7,406 501,206
Net assets, October 1, 2008 12,407,736 12,407,736 12,407,736 -
Net assets, September 30, 2009 $ 11,913,936 $ 11913936 $ 12415142 $ 501,206
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CITY OF FOREST, MISSISSIPPI
NOTES TO THE REQUIRED SUPPLEMENTAL INFORMATION
FOR THE YEAR ENDED SEPTEMBER 30, 2009

Budgetarv Comparison Schedule

(1) Basis of Presentation.

The Budgetary Comparison Schedule presents the original legally adopted budget,
the final legally adopted budget, the actual data on the GAAP basis, and variances

between the final budgets and actual data.

(2) Budget amendments and revisions.

The budget is adopted by the Board of Aldermen. Amendments can be made
with the approval of the Board. Expenditures shall not exceed budget
estimates, measured at the lowest level adopted in the budget, cxcept

for capital outlay, election expenses and payments of emergency

warrants. A budgetary comparison is presented for the general

fund and proprietary fund consistent with accounting principles generally
accepted in the United States of America.
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OTHER SUPPLEMENTARY INFORMATION
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SCHEDULE OF SURETY BONDS FOR MUNICIPAL OFFICIALS

CITY OF FOREST, MISSISSIPPI

September 30, 2009

Name Position Surety Amount
Nancy Chambers Mayor St. Paul £ 50,000
Robert Roncali Chiefl of Police Western Surety Co. 50,000
Employees (4) Police Dispatchers Western Surety Co. 50,000

(7} Office Clerks 50,000

(12) Police Officers 25,000

(1) Recreational Director 10,000
David Chamblee Code and Zoning Officer Western Surety Co. 10,000
Faye Johnston City Clerk /

Tax Collector St. Paul 50,000
Matt Alford Alderman St. Paul 100,000
Harry Robinson Alderman St. Paul 100,000
James Clark Alderman St. Paul 100,000
Cynthia Melton Alderman St. Paul 100,000
Allan Atkinson Alderman St. Paul 100,000
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REPORTS ON COMPLIANCE AND INTERNAL CONTROL
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TONY CHANCE & COMPANY
A PROFESSIONAL CORPORATION
CERTIFIED PUBLIC ACCOUNTANTS
514-A AIRPORT ROAD
FOREST, MISSISSIPPI 39074
601/469-1414
FAX 601/469-0316

MEMBER MEMBER
AMERICAM INSTITUTE DT -
MISSISSIPPI SDCIETY QOF CERTIFIED
CERTIFIED PLBLIC ACCOUNTANTS PUELIC ACCOUNTANTS

REPORT ON INTERNAL CONTROIL: OVER FINANCIAL REPORTING
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AUDIT OF
FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS

Honorable Mayor and Board of Aldermen
City of Forest, Mississippi

We have audited the financial statements of the governmental activities, the business type activities, each
major fund and the aggregate remaining fund information of the City of Forest, Mississippi, as of and for
the year ended September 30, 2009, which collectively comprise the City of Forest, Mississippi’s basic
financial statements and have issued our report thereon dated March 1, 2010. 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 Comptrolier

General of the United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the Cify of Forest, Mississippi’s internal control over
financial reporting as a basis for designing our auditing procedures for the purpose of expressing our
opinions on the financial statements, but not for the purpose of reporting. Accordingly, we do not express
an opinion on the effectiveness of the City of Forest, Mississippi’s internal control over financial reporting.

Our consideration of internal control over financial reporting was for the limited purpose described in the
preceding paragraph and would not necessarily identify all deficiencics in internal control over financial
reporting that might be significant deficiencics or material weaknesses. However, as discussed below, we
identified a certain deficiency in internal control over financial reporting that we consider to be a

significant deficiency.

A control deficiency exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent or detect misstatements
on a timely basis. A significant deficiency is a control deficiency, or combination of control deficiencies,
that adversely affects the City of Forest, Mississippi’s ability to initiate, authorize, record, process, or report
financial datc reliably in accordance with generally accepted accounting principles such that there is more
than a remote likelihood that a misstatement of the City of Forest, Mississippi’s financial statements that is
more than inconsequential will not be prevented or detected by the City of Forest, Mississippi’s internal
control. We consider the deficiency described in the accompanying schedule of findings and questioned
costs to be a significant deficiency in internal control over financial reporting.
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Mayor and Board of Aldermen
City of Forest, Mississippi
Page 2

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in
morc than a remote likelihood that a material misstatement of the financial statements will not be prevented

or detected by the City of Forest, Mississippi’s internal control.

Our consideration of the internal control over {inancial reporting was for the limited purpose described in
the first paragraph of this section and would not necessarily identify all deficiencies in the internal control
that might be significant deficiencies and, accordingly, would not necessarily disclose all significance
deficiencics that are also considered to be material weaknesses. However, of the significant deficiency
described above, we consider it to be a material weakness.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether City of Forest, Mississippi’s financial statements
arc free of material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, contracts and grant agrecments, noncompliance with which could have a direct and materiai
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 that are required to be reported

under Government Auditing Standards.

This report is intended for the information of the management, the Mayor and Board of Aldermen and
others within the entity, the State of Mississippi, fedcral awarding agencies and pass-through entities and is
not intended to be and should not be used by anyone other that thesc specified parties.

Tony Chance & Company
Forest, Mississippi - <
March 1, 2010 )
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TONY CHANCE & COMPANY
A PROFESSIONAL CORPORATION
CERTIFIED PUBLIC ACCQUNTANTS
S14-A AIRPORT ROAD
FOREST, MISSISSIPPI 33074
601/469-1414

FAX 601/469-0316
MEMBER
MISSISSIPPL SOCIETY OF CERTIFIED
PURLIC ACCDLINTANTS

MEMBFR
AMERICAN INSTITUTE
CERTIFIFN PUBLIC ACCOUNTANTS

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

Honorable Mayor and Board of Aldermen
City of Forest, Mississippi

We have audited the financial statements of the City of Forest, Mississippi as of and for the year ended
September 30, 2009, and have issued our report dated March 1, 2010. We¢ have 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,
wc 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 instances
of noncompliance with state laws and regulations.

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 uscd by anyone other than these specified parties.
However, this report is a matter of public record and its distribution is not limited.

/ J

Tony Chance & Company
Forest, Mississippi
March 1, 2010
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SINGLE AUDIT SECTION
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TONY CHANCE & COMPANY
A PROFESSIONAL CORPORATION
CERTIFIED PUBLIC ACCOUNTANTS
5t4-A AIRPORT ROAD
FOREST, MISSISSIPPI 38074
601/469-1414
FAX GO1/469-0316

MEMBLCR MEMBLR
AMERICAN INSTITUTE MISSISSIPPI SQCIETY OF CERTIFIFD
CERTIFIEC PUBLIC ACCOUNTANTS FPUBLIC ACCOUNTANTS

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

Honorable Mayor and Board of Aldermen
City of Forest, Mississippi

Compliance

We have audited the compliance of City of Forcst, Mississippi, with the types of compliance requirements
described in the U. S. Office of Management and Budget (OMB) Circular A-133 Compliance Supplement
that are applicable to each of its major federal programs for the year ended September 30, 2009. The City
of Forest, Mississippi’s major federal programs are identified in the summary of auditor’s results section of
the accompanying schedule of findings and questioned costs. Compliance with the requirements of laws,
regulations, contracts and grants applicable to each of its major federal programs is the responsibility of
City ot Forest, Mississippi’s management. Our responsibility is to express an opinion on City of Forest,
Mississippi’s compliance based on our audit.

We conducted our audit of compliance in accordance with auditing standards generally accepted in the
Untted Statcs of’ America; the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States; and OMB Circular A-133, Audits of
States, Local Governments, and Non-Profit Organizations. Those standards and OMB Circular A-133
require that we plan and perform the audit to obtain reasonable assurance about whether noncompliance
with the types of compliance requircments referred to above that could have a direct and material effect on
a major federal program occurred. An audit includes examining, on a test basis, evidence about City of
Forest, Mississippi’s compliance with those requirements and performing such other procedures as we
considered necessary in the circumstances. We believe that our audit provides a reasonable basts for our
opinion. Our audit does not provide a legal determination on City of Forest, Mississippi’s compliance with
those requirements. )

In our opinion, City of Forest, Mississippi, complied, in all material respects with the requirements referred
to above that are applicable to each of its major federal programs for the year ended September 30, 2009.

-56-



Mayor and Board of Aldermen
City of Forest, Mississippi
Page 2

Internal Control Over Compliance

The management of City of Forest, Mississippi, is responsible for establishing and maintaining effective
internal control over compliance with requirements of laws, regulations, contracts and grants applicable to
federal programs. In planning and performing our audit, we considered City of Forest, Mississippi’s
internal control over compliance with requirements that could have a direct and material effect on a major
federal program in order to determine our auditing procedures for the purpose of expressing our opinion on
compliance but not for the purposc of expressing an opinion on the effectiveness of internal control aver
compliance. Accordingly, we do not express an opinion on the effectiveness of the City of Forest,
Mississtppi’s internal control over compliance.

A control deficiency in an entity’s internal control over compliance exists when the design or operation of
a control does not allow management or employees, in the normal course of performing their assigned
functions, to prevent or detcct noncompliance with a type of compliance requirement of a federal program
on a timely basis. A significant deficiency is a control deficiency, or combination of control deficiencies,
that adversely affects the entity’s ability to administer a federal program such that there is morc than a
remote likelihood that noncompliance with a type of compliance requirement of a federal program that is
more than inconsequential will not be prevented or dctected by the entity’s internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in
more than a remote likelihood that material noncompliance with a type of compliance requirement of a
federal program will not be prevented or detected by the entity’s internal control.

This report is intended for the information of the management, the Mayor and Board of Aldermen and
others within the entity, the State of Mississippi, federal awarding agencies and pass-through entities and is
not intended to be and should not be used by anyone other that these specificd partics.

Tony Chance and Company

Forest, Mississippi
March 1, 2010
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CITY OF FOREST, MISSISSIPPI
SCHEDULE OF EXPENDITURES OF FEDERAI, AWARDS

September 30, 2009
Catalog of Pass-though
Federal Domestic Entity Federal
Federal Agency/Pass-through Entity/Program Title Assistance Number Number Expenditares
Federat Aviation Administration
American Recovery and Reinvestment Act
Airport Runway Grant 20.106 3-28-0026-006-2009 $ 374,965
Fedcral Aviation Administration
Airport Runway Grant 20.106 3-28-0026-004-2009 27,978
3-28-0026-005-2009 75,875
3-28-0026-007-2009 946
LL.S. Enviranmental Protection Agency
Design and Construction of the sewer and _
water system extension 66.418 XP-96447006-0 175,970
U.S. Depariment of Homeland Security
I"assed-through MS Dept. of Public Safcty
Homeland Security Grant 97.004 Sp-711-07LE186 5,015
U.8 Army Corp of Engineers
Design and Construction of the sewer and
watcr systcm cxtcnsion [2.43] Scction 592 Program 136,728
U.S. Departrnent of Rconamic & Community Development
Passed-through MS Dept. of Economic & Community Development
Community Development Block Grant
Scwer Rchabilitation Grant 14,228 1125-08-186-PF-01 99,737
U.S. Department of Transportation
Passed-through MS Dept. of Transportation
Traffic Signal Improvements Grant STP-0160-00(13}
20.205 LPA/11)5024-701000 176,378
U.8. Depariment of Economic & Community Development
Passed-through MS Dept. of Ecanomic & Community Development
Community Development Black Grant
Communily Service Center Grant 14,228 R-11¢-186-01-GZ 224,842
3 1,498,434

Notes io the Schedule

This schedule was prepared using the same basis of accounting and the same sipnificant accounting

policies, as applicable to the financial statements.
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CITY OF FOREST, MISSISSIPPI
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
Year Ended September 30, 2009

SUMMARY OF AUDITOR’S RESULTS

1.

The auditor’s report expresses an unqualified opinion on the general purpose financial
statements of City of Forcst, Mississippi.

One significant deficiency in internal control was disclosed during the audit of the financial
statements and is reported in the report on internal control over financial reporting and on
compliance and other matters based on the audit of financial statements performed in
accordance with Governmental Auditing Standards. This condition is also reported as a

material weakness.

No instances of material non-compliance material to the financial statements of City of Forest,
Mississippi were disclosed during the audit.

No reportable conditions related to the audit of the major federal award programs are reported
in the “Report on Compliance with Requirements Applicable to Each Major Program and
Internal Control Over Compliance In Accordance with OMB Circular A-13”,

The auditor’s report on compliance for the major federal award programs for City of Forest,
Mississippi expresses an unqualified opinion on all major federal programs.

The audit did not disclose any findings which are required to be reported under
Section .510(a) of OMB Circular A-133.

The programs tested as major programs were:

- Federal Aviation Administration — American Recovery and Reinvestments Act —
Airport Runway Grant CFDA #20.106

‘The threshold used for distinguishing between Type A and Type B programs was $300,000.

City of Forest, Mississippi qualified as a low-risk auditee.
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FINDINGS - FINANCIAL STATEMENT AUDIT

SIGNIFICANT DEFICTENCY/MATERIAL WEAKNESS

2009-1 Establish control over the financial reporting process

The City is responsible for establishing and maintaining internal controls which include
the fair presentation in the financial statements of financial position, results of operations,
and cash flows, including the notes to financial statements, in conformity with U. S.
generally accepted accounting principles,

In the current year, as well as the prior year, we note that as part of the audit, the City
requested us to prepare the financial statements, including the rclated notes to financial
statements. The Mayor and City Clerk revicwed, approved, and accepted responsibility
for those financial statements prior to their issuance; however, the City did not perform a
detailed review of the financial statcments. The absence of this control procedure is
considered a material weakness because the potential exists that a material misstatement
of the financial statements could occur.

The existence of significant deficiencies or material weaknesses was already made
known to management and represents a conscious decision by management or those
charged with governance to accept that degree of risk because of cost or other
considerations. The City is responsible for making decisions concerning costs and the
related benefits. We are responsible to communicate significant deficiencies and material
weaknesses in accordance with professional standards regardless of management’s

decisions.

FINDINGS AND QUESTIONED COSTS - MAJOR FEDERAL AWARD PROGRAMS AUDIT

None
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