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.






EDMONDSON & BURCHFIELD, PLLC

CARLTON W. EDMONDSON, JR., CPA CEHT"F!ED PUBLIC ACCOUNTANTS AMEFICAN INSTITUTE OF
R_ALLEN BURCHFIELD, CPA 217 NOATH PEARMAN AVENUE + P O. BOX 238 CERTIFIED PUBLIC ACCOUNTANTS
CLEVELAND, MISSISSIPPI 35732 e

MISSISSIPPI SOCIETY GF
GERTIFIED PUBLIC ACCOUNTANTS

WILLIAM P NEAL, CPA o

FOUNDER {1621 - 1995 - o
. RORERT AL e 8 Phone {662} 846-6631 + Fax (662) 846-6632

FOUNDER {1949 - 1998)

To the Board of Aldermen and Mayor
Town of Renova
Renova, Mississippi

In planning and performing our audit of the financial statements of the governmental activities,
the business-type activities, and each major fund of the Town of Renova, Mississippi, for the
year ended September 30, 2009, in accordance with auditing standards generally accepted in the
United States of America, we considered the Town of Renova’s internal control over financial
reporting (internal control) 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 expressing an
opinion on the effectiveness of the government’s internal control. Our consideration of internal
control included procedures to evaluate the design of controls relevant to an audit of the financial
staternents and to determine whether they have been implemented, but it did not include
procedures to fest the operating effectiveness of controls, and accordingly, was not directed to
discovering significant deficiencies in internal control. Accordingly, we do not express an
opinion on the effectiveness of the Town’s internal control.

Our consideration of internal control was for the limited purpose described in the first paragraph
and would not necessarily identify all deficiencies in internal control that might be significant
deficiencies or material weaknesses. In addition, because of inherent limitations in internal
control, including the possibility of management override of controls, misstatements due to error
or fraud may occur and not be detected by such controls. However, we 1dentified the following
deficiencies in internal control that we consider to be material weaknesses.

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 a
combination of control deficiencies, that adversely affects the organization’s ability to initiate,
authorize, record, process, or report financial data reliably in accordance with generally accepted
accounting principles such that there is more than a remote likelihood that a misstatement of the
organization’s financial statements that s more than inconsequential will not be prevented or
detected by the organization’s internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that
results in more than a remote likelihood that a material misstatement of the financial statements
will not be prevented or detected by the organization’s internal control. We believe that the
following deficiencies constitute material weaknesses:

e Management did not prepare the financial statements and related notes. Internal control
over financial reporting is generally enhanced when the financial statements and related
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statements and related notes prepared by the auditors subject management’s review and
approval,

» The Town of Renova’s administrative staff is too small to provide for the segregation of
normally incompatible financial functions. The most effective internal control should
provide for adequate segregation of financial duties and internal review of financial
statements and reports. The chances of errors or fraud may occur in amounts that would
be material in relation to the financial statements are increased by this condition.

e The Town maintains its {inancial records on the cash basis of accounting, as this basis
more closely matches the accounting required for reporting on compliance with the
Town’s approved budget. However, for financial reporting purposes, the Town is
required to convert its cash basis financial records to the accrual basis of accounting. As
part of the conversion to the accrual basts, adjustments must be made for depreciation
expense, changes in receivables and payables, reclassification of debt service
expenditures, recognition of deferred tax revenues, and other matters. These adjustments
are frequently significant and materially change the information reported in the financial
statements from those recorded in the general ledger.

This communication is intended solely for the information and use of management, the Board of
Dhirectors, others within the organization, and grantor agencies, and is not intended to be and
should not be used by anyone other than these specified parties.

g (\> s g 77
Chasdon # Bislfl e
o /
Cleveland, Mississippi {/: s

August 26, 2010
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August 26, 2010

To the Board of Aldermen
Town of Renova

We have audited the financial statements of the governmental activities, the business-type
activities, and each major fund of Town of Renova for the year ended September 30, 2009, and
have issued our report thereon dated August 26, 2010, Professional standards require that we
provide you with the following information related to our audit.

Our Responsibility Under U S Generally Accepted Auditing Standards

As stated in our engagement letter dated October 28, 2009, our responsibility, as described by
professional standards, is to express an opinion about whether the financial statements prepared
by management with your oversight are fairly presented, in all material respects, in conformity
with U 8 generally accepted accounting principles. Our audit of the financial statements does
not relieve you or management of your responsibilities.

In planning and performing our audit, we considered Town of Renova’s internal control over
financial reporting in order to determine our auditing procedures for the purpose of expressing
our opinion on the financial statements and not to provide assurance on the internal control over
financial reporting.

Significant Audit Findings
Qualitative Aspecis of Accounting Practices

Management is responsible for the selection and use of appropriate accounting policies. The
significant accounting policies used by Town of Renova. are described on Note 1 to the financial
statements. No new accounting policies were adopted and the application of existing policies
was not changed during the year ended September 30, 2009. 'We noted no transactions entered
into by the government during the year for which there is a lack of authoritative guidance or
consensus. All significant transactions have been recognized in the financial statements in the
proper period.

Accounting estimates are an mtegral part of the financial statements prepared by management
and are based on management’s knowledge and experience about past and current events and
assumptions about future events. Certain accounting estimates are particularly sensitive because
of their significance to the financial statements and because of the possibility the future events
affecting them may differ significantly from those expected. The most sensitive estimates
atfecting the financial statements were:
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Governmental Activities and Major Governmental Funds:
The estimate of the allowance for property taxes that will not be collected.

Business-type Activities and Major Proprietary Funds:
The estimate of the allowance for water bills that will not be collected and the
estimate of the useful lives of long-term fixed assets for calculation of depreciation
expense for the water fund.

Difficulties Encountered in Performing the Audit

We encountered no significant difficulties in dealing with management in performing and
completing our audit,

Corrected and Uncorrected Misstatements

Professional standards require us to accumulate all known and likely misstatements identified
during the audit, other than those that are trivial, and communicate them to the appropriate level
of management. Management has corrected all such misstatements. The following material
misstatements detected as a result of audit procedures were corrected by management:

1. Recording depreciation expense in the water fund.

2. Recording the cash basis to accrual basis adjustments.

3. Reclassifying debt service payments from expenditures to liability reductions.

4. Recording transactions related to the CDBG grant.

Disagreements with Management

For purposes of this letter, professional standards define a disagreement with management as a
financial accounting, reporting, or auditing matter, whether or not resolved to our satisfaction,
that could be significant the to financial statements or the auditors’ report. We are pleased to
report that no such disagreements arose during the course of our audit.

Management Representations

We have requested certain representations from management that are included in the
management representation letter dated August 26, 2010,

Management Consultations with Other Independent Accountanis

In some cases, management may decide to consult with other accountants about auditing and
accounting matters, similar to obtaining a “second opinion” on certain situations. If a
consultation involves application of an accounting principle to the governmental unit’s financial
statements or a determination of the type of auditor’s opinion that may be expressed on those
statements, our professional standards require the consulting accountant to check with us to
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determine that the consultant has the relevant facts. To our knowledge, there were no such
consultations with other accountants.

Other Audit Findings or Issues

We have communicated certain findings related to deficiencies in internal control in our letter to
you and management dated August 26, 2010.

We also noted other matters involving internal controls we want to bring to your attention, which
are described below.,

We encourage you to improve the documentation supporting individual expenditures. This could
include increasing the use of purchase orders to provide additional assurance that purchases have
been properly approved. We also believe that the documentation related to services provided to
the Town should be more detailed, especially in the area of repair services billed to the Water
Department.

The Town incurred approximately $48,000 in repair expenditures in the Water Department in
this {iscal year. The bulk of these payments were to two vendors. While each expenditure was
supported by documentation from those vendors, there is no record of prior approval of the work
performed, or that a Town official reviewed the work after it was completed.

We also noted that the water loss percentage for the fiscal year was approximately 25%. We
believe that a loss percentage of 10-15% would be closer to what would be considered normal.
We encourage you to review this situation and take measures to lower the loss percentages.

We also encourage, within the limitations of the available statfing, to make bank deposits on a
more frequent basis. We believe control would be enhanced if less time elapsed between cash
collections and deposits.

This information is intended solely for the use of the Board of Aldermen and management of
Town of Renova. and is not intended and should not be used by anyone other than these
specified parties,

Sincerely,

e S,
W I A %5{@314@

Edmondson & Burchfield, PLL
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INDEPENDENT AUDITORS' REPORT

Honorable Mayor and Board of Aldermen
Town of Renova
Renova, Mississippi

We have audited the accompanying financial statements of the governmental activities, the business —
type activities, and each major fund of the Town of Renova, Mississippi as of and for the year ended
September 30, 2009, which collectively comprise the Town's basic financial statements as listed in the
table of contents. These financial statements are the responsibility of the Town of Renova, Mississippi's
management. Our responsibility is fo express an opinion on these financial statements based on our
audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America. 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 made by management,
as well as evaluating the overall financial statement presentation. We believe that our audit provides a
reasonable basis for our opinions.

In our opinion, the financial statements referred to above, present fairly, in all material respects, the
respective financial position of the governmental activities, the business-type activities and each major
fund of the Town of Renova, Mississippi, as of September 30, 2009, and the respective changes in
financial position and cash flows, where applicable, thereof for the year then ended in conformity with
accounting principles generally accepted in the United States of America.

The budgetary comparison information on pages 20-22, is not a required part of the basic financial
statements but is supplementary information required by accounting principles generally accepted in the
United States of America. We have applied certain limited procedures, which consisted principally of
inquiries 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.

The Town of Renova, Mississippi has not presented Management's Discussion and Analysis that
accounting principles generally accepted in the United States has determined is necessary 1o supplement,
although not required to be a part of, the basic financial statements.

Our audit was made for the purpose of forming opinions on the financial statements that collectively
comprise the Town of Renova, Mississippi's basic financial statements. The financial information listed as
supplemental information in the table of contents are presented for purposes of additional analysis and are
not a required part of the basic financial statements of Town of Renova, Mississippi. This information has
been subjected fo the auditing procedures applied in the audit of the general purpose financial statements
and, in our opinion, is fairly stated, in all material respects, in relation to the general purpose financial
statements taken as a whole.

Cleveland, Mississippi
August 25, 2010




Town of Renova, Mississippi

Statement of Net Assets
September 30, 2009

Exhibit 1

Assets
Cash and cash equivalenis
Investments
Restricted
Other
Receivables(net)
Due from other funds
Capital assets
Land
Other capital assets, net of depreciation

Total assets

Liabilities
Accounts payable and accrued expenses
Accrued interest payable
Customer deposiis
Deferred revenue
Pue to other funds
Long-term liabilities
Due within one year
Due in more than one year
Total liabilities

Net assets

Invested in capital assets, net of related debt

Restricted for;

Fire protection

Revenue bond retirement
Unrestricted

Total net assets

The accompanying notes are an integral part of the financial statements.

Primary Government

Governmental Business-type
Activities Activities Total
$ 57,176.72 % 24,340.96 $ 81,517.68
- 11,000.00 11,000.00
- 24,888.03 24,888.03
01,824.25 16,314.14 108,238.39
44 000.00 44,000.00
2,626.92 1,081,761.71 1,084,388.63
$ 168572789 3 1,158,304.84 $ 1,354032.73
2,142.98 9,233.20 11,376.18
- 338.16 338.16
- 4,275.00 4,275.00
74,190.00 - 74,190.00
- 4,448.88 4,448.88
- 61,267.39 61,267.39
76,332.98 79,562.63 155,895.61
46,626.92 1,018,045.44 1,062,672.38
7,678.86 - 7,678.86
- 11,000.00 11,000.00
65,089.13 51,696.77 116,785.80
$  119,394.91 $ 1,078,742.21 $ 1,198,137.12
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Town of Renova, Mississippi

Balance Sheet
Governmental Funds
Sepiember 30, 2609

Exhibit 3

Total
Special Governmental
General Revenue Funds
Assets
Cash and other deposits $  49,497.86 3 7,678.86 $ 57,176.72
Receivables
Taxes 03,344.12 - 93,344.12
Allowance for uncollectibles {9,746.37) - {9,746.37)
Franchise Fees 3,053.89 - 3,053.89
Intergovernmental 5,272.61 - 527261
Total assets % 14142211 § 7,678.86 % 148,100.97
Total
Special Governmental
General Revenue Funds
Liabilities and Fund Balances
Liabilities:
Accounts payable $ 2,142.98 $ 2,142.98
Deferred revenue 82,931.03 - 82,931.03
Total liabilities 85,074,019 - 85,074.01
Fund balance
Unreserved, undesignated 56,348.10 7.678.86 64,026.96
Total equity and other credits 56,348.10 7,678.86 64,026.96
Total tiabilites, equity, and
other credits $ 14142211 3 7,678.86
Amounts reported for governmental activities in the statement of net
assets are different because:
Capital assets used in governmental activities are not
financial resources and therefore are not reported in the funds 46,626.92
Deferred revenues are recognized in the funds when they are
considerad measureable and available under the modified
accrual basis 8,741.03
Net assets of governmental activities $ 11939491

The accompanying notes are an integral part of the financial staterents.
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Town of Renova, Mississippi
Statement of Revenues, Expenditures, and Changes in Fund Balances

Governmental Funds
For the Fiscal Year Ended September 30, 2009

Exhibit 4

Revenues:
Taxes
Licenses and permits
intergovernmental
interest earned
Miscellaneous
Total revenues

Expenditures:
Current:
General government
Public safety
Recraation
Public works
Cther
Total expenditures

Excess({deficiancy) of revenues over{under)
expenditures

Other financing sources (Uses)
Operating transfers out
Total other financing sources (uses)
Net change in fund balances

Fund halance, October 1

Fund balance, September 30

Total
Special Governmental
General Revenue Funds

$ 7320224 3 - $ 7320224
18,824.07 - 18,824.07
41,895.39 “ 41,895.39
263.90 26.03 289.93

463.25 - 463.25
134,648.85 26.03 134,674.88

130,170.71 - 130,170.71
3,282.02 - 3,292.02
2,265.00 - 2,265.00
26,145.16 - 26,145.16
161,872.89 - 161,872.89
(27,224.04) 26.03 (27,198.01)
{1,688.40) - (1.688.40)
{1,688.40} - {1,688.40)
(28,912.44) 26.03 (28,886.41)
85,260.54 7,652 83 92,013.37

$  86,248.10 $ 7.678.86 $ 64,026.96

The accompanying notes are an integral part of the financial statements.



Exhibit 5

Town of Renova, Mississippi
Reconclliation of the Statement of Revenues, Expenditures,
and Changes in Fund Balances of Governmental Funds
to the Statement of Activities
For the Fiscal Year Ended September 30, 2009

Net changes in fund balances - total governmental funds $ (28,886.41)

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

Governmental funds report capital outlays as expenditures.

However, in the statement of activities the cost of those assets is allocated over

their estimated useful lives and reported as depreciation expense. The amount

by which capital outlays ($1,744) exceeded depreciation ($988.58) in the

current period. 755.42

Revenues recorded on the governmental funds statements under the modified
accrual basis when they are considered measureable and available. Revenues
are recorded on the accrual basis in the government wide statements when they

are earned regardless of when they are collected. (3.7
Change in net assets of govermental activities $ (28,170.69)

The accompanying notes are an integral part of the financial statements.
6



Town of Renova, Mississippi
Statement of Nef Assets
Proprietary Fund
September 30, 2009

Exhibit &

Assetfs
Current assets:
Cash and other deposits
Investments
Restrigted investments
Receivahles, net
Other receivables
Total current assets

Noncurrent assets:
Capital assets
Property and equipment
Less accumulated depreciation
Total noncurrent assets
Total assets

Liabilities
Current liabifities:
Accounts payable
Interest payable
Customer deposits
Bonds payable
Total current liabilities
Noncurrent liabilities:
Bonds payable
Total noncurrent liabilities
Total liabilities

Net assets
Invested in capital assets, net of related debt
Restricted for revenue bond retirement
Unrestricted

Total net assets

Water and
Sewer
Enterprise Fund

$ 24,340.96
24,888.03
11.,000.00
15,746.91

567.23

76,543.13

1,681,200.01
{799,438.30)

1.081,761.71

$ 1,158,304.84

$ 9,233.20
338.16
4,275.00
4,448.88

18,205.24

61,267.39

61,267.30

79,562 .63

1,018,045 44
11.000.00
51,686.77

3 1,078,742.21

The accompanying notes are an integral part of the financial statements.

7



Exhibit 7

Town of Renova, Mississippi
Statement of Revenues, Expenses, and Changes in Net Assets
Proprietary Fund
For the Fiscal Year Ended September 30, 2009

Operating revenuss:

Water and
Sewer
Enterprise Fund

Charges for sales and services $ 18044132
Operating expenses:
Personal services 34,084.20
Supplies 8,061.92
Other services and charges 140,493.45
Depreciation 51,149.76
Total operating expense 233,789.33
Operating income (loss) (53,348.01)
Non-operating revenues {expenses)
Interest revenue 840.37
Interest expense (4,821.85)
Total non-operating revenues (expenses) (3,981.48)
Net income (loss) before contributions and transfers (57,329.49)
Capital contributions 124,817.60
Transfers in 1,688.40
Change in net assefs 69,176.51
Total net assets, October 1 1,008,565.70

Total net assets, September 30

The accompanying notes are an integral part of the financial statements.

8

$ 1,078,742.21




Exhibit 8

Town of Renova, Mississippi
Statement of Cash Flows
Proprietary Fund
For the Fiscal Year Ended September 30, 2009

Water and
Sewer
Enterprise Fund

Cash Flows from Operating Activities

Receipts from customers $ 175993.25
Payments to suppliers (150,250.88)
Payments to employees {(33,394.20

Net cash provided by operating activities 3 {7.651.83)

Cash Flows from Noncapital Financing Activities:
Operaling transfers 1,688.40

Cash Flows from Capital and Related Financing Activities:

Repayments of debt (4,144.82)
Capital Grant proceeds 217,467 .60
Purchase of fixed assets (217,468.20)
interest paid on long-term debt {4,843.18)

Net Cash Used for Capital and Related Financing Activities {8,988.80)

Cash Flows from Investing Activities

Purchase of cerlificate of deposit (707.42)
Interest earned on operating funds 840.37
Net Cash Provided (Used) by Investing Activifies 132.95
Net increase (decrease) in Cash and Cash Equivalents (14,819.08)

Cash and Cash Equivalents, October 1 39,160.04
Cash and Cash Equivalents, September 30 $ 24,340.96

Recongciliation of operating income (loss} to net cash provided
{used) by operating activities:
QOperating income {foss) 3 (53,348.01)
Adjustments to reconcile operating income to net cash provided by
operating activities:

Pepreciation 51,149.76
Changes in assets and liabilities:

(Increase) decrease in accounts receivable (5,351.36)

(increase) decrease in other receivables 92,865.67

Increase (decrease) in accounts payable (93,477.89)

Increase (decrease) in water deposits 510.00

Net Cash Provided by Operating Activities 3 (7,661.83)

The accompanying notes are an integral part of the financial statements.
9



TOWN QF RENOVA, MISSISSIPPI
Notes to Financial Statements

Note 1 Summary of Significant Accounting Policies

The Town of Renova, Mississippi is incorporated under the laws of the State of Mississippi and operates under
a Code Charter form of government. The Town's major operations include public works and general
administration services. In addition, the Town owns and operates a water system.

The Town's financial statements are prepared in accordance with generaily accepted accounting principles
{GAAP). The Governmental Accounting Standards Board (GASB) is responsible for establishing GAAP for
state and local governments through its pronouncemenis (Statements and Interpretations). Governments are
also required to follow the pronouncements of the Financial Accounting Standards Board (FASB) issued
through November 30, 1988 {(when applicable) that do not conflict with or contradict (GASB pronouncements.
Although the Town has the option to apply FASB pronouncements issued after that date to its business-type
activities, the Town has chosen not to do so. The more significant accounting policies established in GAAP
and used hy the Town are discussed below.

Reporting Entity

The accompanying financial statements present the activities of the Town of Renova (the Town). The Town
has no compenent units for which it is financially accountable.

Basis of Presentation, Basis of Accounting
Basis of Presentation

Governmeni-wide Statements: The statement of net assets and the statement of activities display information
about the primary government (the Town). These statements include the financial activities of the
government. Eliminations have been made to minimize the double-counting of internal activities. These
statements distinguish between the governmental and business-fype activities of the Town. Governmental
activities generally are financed through taxes, intergovernmental revenues, and other nonexchange
transactions. Business-type activities are financed in whole or in part by fees charged to external parties.
Fiduciary funds are not included in these statements,

The statement of activities presents a comparison between direct expenses and program revenues for the
different business-type activities of the Town and for each function of the Town's 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) fees, fines and 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. Revenues that are not classified as
program revenues, including taxes, are presented as general revenues.

Fund Financial Statements: The fund financial statements provide information about the Town's funds.
Separate statements for each fund category-governmental and proprietary-are presented. The emphasis of
fund financial statements is on major governmental and enterprise funds, each displayed in a separate
column.

Proprietary fund operating revenues, such as charges for services, result from exchange transactions
associated with the principal activity of the fund. Exchange transactions are those in which each party
receives and gives up essentially equal values. Non-operating revenues, such as subsidies and investment
earnings, result from nonexchange transactions or ancillary activities. Principal operating expenses are the
costs of providing services and include administrative expenses and depreciation of capital assets. Other
expenses are classified as non-operating in the financial statements.
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TOWN QF RENOVA, MISSISSIPPI
Notes to Financial Statements

Note 1 Summary of Significant Accounting Policies (continued)

The Town reports the following major governmental funds:
General Fund — This is the Town's primary operating fund. ft accounts for afl financial resources of the general
government, 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 expendable trusts or major capital projects) that are legally restricted for specific
expenditure purposes,

The Town reports the following major enterprise fund:
Water & Sewer Enterprise Fund — This fund accounts for the opsration and maintenance of the Town's water
and sewer system,

Measurement Focus and Basis of Accounting

Government-wide and Proprietary Fund Financial Statements. The government-wide and proprietary fund
statements are reported using the economic resources measurement focus. The government-wide and
proprietary fund financial statements are reported using the accrual basis of accounting. Revenues are
recorded when earned and expenses are recorded at the time liabilities are incurred, regardless of when
the related cash flows take place. Nonexchange transactions, in which the Town gives (or receives) value
without directly receiving (or giving) equal value in exchange, including property taxes, grants,
entitlements, and donations. On an accrual basis, revenue from property taxes is recognized in the fiscal
year for which the taxes are levied. Revenue from grants, entittements, and donations is recognized in the
fiscal year in which all eligibility requirements have been satisfied.

Governmental Fund Financial Statements. Governmental funds are reported using the current financial
resources measurement focus and the modified accrual basis of accounting. Under this method,
revenues are recognized when measurable and available. The Town considers all revenues reported in
the governmental funds to be available if the revenues are collected within thirty days after year-end.
Property taxes, sales taxes, franchise taxes, licenses, and interest are considered susceptible to accrual.
Expenditures are recorded when the related fund liability is incurred, except for principal and interest on
general long-term debt and claims and judgments, which are recognized as expenditures to the extent
they have matured. General capital asset acquisitions are reported as expenditures in governmental
funds. Proceeds of general long-term debt and acquisitions under capital leases are reported as other
financing sources.

Under the terms of grant agreements, the Town funds certain programs by a combination of specific cost-
reimbursement grants, categorical block grants, and general revenues. Thus, when program expenses
are incurred, there are both restricted and unrestricted net assets available to finance the program. ltis
the Town's policy to first apply cost-reimbursement grant resources to such programs, followed by
categorical block grants, and then by general revenues.

Assets, Liabilities, and Net Assets

Deposits and Investments

The Town is allowed, by statute, to invest excess funds in any bonds or other direct 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 accounts

with any financial institution approved for the deposit of state funds; or in any type of investment
permitted by state laws. The Town has no additional formally adopted deposit or investment polices.
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TOWN OF RENOVA, MISSISSIPPI
Notes to Financial Statements

Note 1 Summary of Significant Accounting Policies (continued)

For accounting purposes, certificates of deposit and interest-bearing accounts are classified as cash
and other deposits. These certificates are considered nonparticipating investment contracts and are
carried at cost.

Cash and Cash Equivalents

The Town deposits excess funds in financial institutions selected by the board. State statutes specify

how these depositories are to be selected.

Cash consists of amounis on deposit ih demand accounts and savings accounts. Cash and other deposits are
vafued at cost.

Various restrictions on these deposits are imposed by state statutes. These restrictions are
summarized as follows:

All deposits with financial institutions must be collateralized in an amount at
least equal to 105% of the amount not insured by any successors o such
insurance corporations.

For the purposes of the statement of cash flows, the Town considers cerlificates of deposit
to be cash equivalents if they have a maturity of three months or less when acquired.

Receivables and Payables

Al trade and property tax receivables are shown net of an allowance for uncollectibles.

Property Tax Calendar

Property taxes attach an enforceable lien on the property as of January 1. Taxes are levied as of January
1 and payable on or before February 1. The Town bills and collects its own property taxes except for the
personal auto taxes that are coflected and remitted to the Town by the Bolivar County Tax Collector. The
millage rate for the Town for 2008 taxes was 27 mills. The entire millage was allocated to the general
fund. The distribution of taxes to funds was in accordance with prescribed tax fevies, and uncollected
taxes were properly handled.

Capital Assets

Purchased or constructed capital assets are reported at cost or estimated historical cost. Donated fixed
assets are recorded at their estimated fair value at the date of donation. General infrastructure assets
acquired prior to July 1, 2003 are nof reperted in the financial statements since the Town has adopted the
option not to record these assets per the provisions of GASE Statement 34. The cost of normal
maintenance and repairs that do not add to the value of the asset or materially extend an asset's life are

not capitafized.

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

Estimated
Asset Class Useful Lives
Building improvements 20
Office Equipment 5
Other Equipment 5
Water & Sewer System 20-40

12



TOWN OF RENQVA, NHSSISSIPPI
Notes to Financial Statements

Note 1 Summary of Significant Accounting Policies {continued)
Budgets

Budgets are adopted on a basis consistent with the cash basis of accounting. Annual appropriated budgets
are adopted for the general, special revenue and proprietary funds. All annual appropriations lapse at fiscal
year end. The Mississippi Code Ann. (1972) prescribes cash basis reporting of revenue for budgets and
budgeting of expenditures to be disbursed within thirty days after year end.

Encumbrances

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

Restricted Assets

Certain resources set aside for repayment of enterprise revenue bonds are classified as restricted
assets on the balance sheet because their use is limited by applicable bond covenants.

The “"Bond Cushion” account is used to pay maturing principal and accruing interest, or both, only
whenever and to the extent that funds otherwise provided are insufficient for that purpose. No funds
paid into the cushion fund shall be used to prepay the principal unless such prepayment is for

the balance of the principal amount of the bond.

The "Bond Depreciation” account is used for the purpose of paying the cost of replacing such parts of
the Water and Sewer System as may need replacement in order to keep the system operating in an
economical and efficient manner; provided, however, that in the event the funds otherwise established
for the payment of principal and interest on the bond should be insufficient for any purpose, funds from
the Depreciation fund can be used to pay such accruing interest and to provide for the payment of
principal. The "Bond Contingent" account is used for the purpose of paying the cost of unforeseen
contingencies arising in the operation and maintenance of the Water and Sewer System including the
construction of reasonable and proper improvements, betterments and extensions; provided, however,
that in the event the funds otherwise established for the payment of principal and interest on the bond
should be insufficient for any purpose, funds from the Contingent fund can be used to pay such accruing
interest and to provide for the payment of principal.

Compensated Absences

The Town does not provide paid vacation or sick leave.

Defining Operating Revenues and Expenses

The Town's proprietary fund distinguishes between operating and non-operating revenues and expenses.
Operating revenues and expenses of the Town's water system consist of charges for services and the cost of

providing those services, including depreciation and excluding interest costs. All other revenues and
expenses are reported as non-operating.

Fund Reserves

Fund reserves are portions of fund equity that are legally segregated for a specific future use or are
not avaitable for current operations.
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TOWN OF RENOVA, MISSISSIPPI
Notes to Financial Statements

Note 1 Summary of Significant Accounting Policies {continued)

Contributed capital is recorded in the proprietary fund which has received capital grants or contributions
from developers, customers or other funds. Reserves represent those portions of retained earnings
not appropriate for expenditure or legally segregated for a specific future use.

Government-wide and Proprietary Fund Net Assets

Government-wide and proprietary fund net assets are divided into three categories:

+ Invested in capital assets, net of related debt-consist of the historical cost of capital assets less
accumulated depreciation and less any debt that remains outstanding that was used tfo finance
those assets.

+ Restricted net assets-consist of net assets that are restricted by the Town's creditors or by the
State through restrictions on shared revenues.

» Unrestricted-all other net assets are reported in this category.

Interfund Transfers
The Town uses interfund transfers fo provide resources for or to facilitate specific transactions.

Note 2 Legal Compliance — Budget

Prior to August 1, the Mayor or Town Clerk submits to the 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. Public hearings are conducted at Town Hall to obtain taxpayer
comments. Prior to September 15, the budget is legally enacted through adoption by the Board of
Aldermen. Any revisions that alter the total expenditures of the budget are amended by the Board of
Aldermen.

Note 3 Deposits

Custodial credit risk for deposits is the risk that in the event of a bank’s failure, the Town’s deposits may
not be returned. Since the Town's deposits are fully covered by deposif insurance, custodial credit risk is
considered o be minimal.

As of September 30, 2009, the carrying amount of the Town's bank deposits was $117,406.13 and the
respective bank balances totaled $163,437.39. All the bank balance was insured through federal

depository insurance and the State collateral pool.

Note 4 Fair Value of lnvestments

The Town's investments consist of a certificate of deposit. This certificate is considered to be a
nonparticipating investment contract and is reported at cost. Due to the relatively short maturity of this
financial instrument, cost is considered 1o approximate market value. This ceriificate of deposit, carried at

cost of $35,888.03, is covered by federal depository insurance and the State collateral pool and is
reported in the Enterprise Fund. This certificate of deposit earned interest of $707 42 this fiscal year.

Note 5 Receivables
Enterprise Receivables and Uncollectible Accounts

Significant receivables include amounts due from customers primarily for utility services and are due the
month after billing. The allowance amount is estimated using accounts receivable past due and collection
experience.
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TOWN OF RENOVA, MISSISSIPPI
Notes to Financial Statements

Note 5 Receivables {continued)

Enterprise Receivables and Uncollectible Accounts {continued)

Water Accounts ) $ 25,246.91
Allowance for uncollectibles (9,500.00)
15,746,891

Other 567.23
Net receivables $ 16,314.14

Governmental Receivables and Estimated Uncollectible Accounts

Property taxes $ 12,487.40
Property taxes-subsequent year 80,190.00
Franchise fees 3,063.89
Intergovernmental 593933
101,670.62
Allowance for uncollectibles {9,746.37)
Net receivables $ 09192425

Note 6 Intergovernmental Receivables
Amounts of intergovernmental receivables at September 30, 2008 include the following:

General Fund

State of Mississippi-Sales Tax 3 5,272.61
Bolivar County, MS-Auto Tags 666.72
$ ...5839.33

Note 7 Restricted Assets - Investments

A surmimary of restricted investment balances at September 30, 2009 foliows:

Certificate
Description of Deposit
Bond Cushion Account $ 6,000.00
Bond Depreciation Account 2,500.00
Bond Contingent Account 2,500.00
$ 11,000.00

Amounts included as "reserved for revenue bond retirement” at September 30, 2009, represent the funds
necessary to provide for adequate cumulative funding of reserves as required by respective debt instruments
{Note 9). The reserve balances are equal to the restricted investment amount.

The $113,000.00 USDA-Rural Development Revenue Bond (#91-03) requires the Town to accumulate the
reserve accounts.
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TOWN OF RENOVA, MISSISSIPPI
Notes to Financial Statements

Note 8 Capital Assets

Capital assets activily for the year ended September 30, 2009 was as follows:

Balance Balance
10/1/2008 Increases Decreases 9/30/2009
Governmental Activities:
Capital assets not being depreciated:
Land 3 4400000 $ -8 - 44.000.00
Total capital assets not being depreciated 44,000.00 - - 44,000.00
Capital assets being depreciated:
Buildings and improvements 9,832.43 - - 9.832.43
Equipment 2574413 1,744.00 - 2748813
Total capital assels being depreciated 35 576.56 4,744.00 - 37,320.56
Less accumulated depreciation for:
Buildings and improvements 9,832.43 - - 9,832.43
Equipment 23,872.683 088.58 - 24,861.21
Total accumulated depreciation 33,705.06 988.58 - 34,693.64
Total capital assets being depreciated,net 1,871.50 755.42 - 262692
Governmental activity capital assets, net 3 45,871.50 75542 % - 46,626.92
Depreciation expense was charged to functions as follows:
Governmental activities;
General government 088.58
Balance Balance
10/1/2008 Increases Decreases 9/30/2009
Business-type activities;
Capital assets not being depreciated:
Construction in progress & 11941680 % - % 11941680 § -
Total capital assets not being depreciated 119,416.80 - 119,416.80 -
Balance Balance
101112008 Increases Decreases 9/30/2009
Capital assels being deprecialed:
Buildings and improvements 9,610.74 - - 9,610.74
Water system 1,618,629.27 244,235.00 - 1,862,864.27
Equipment 8,725.00 - 8,725.00
Total capital assets being depreciated 1,636,965.01 244,235.00 - 1,881,200.01
Less accumulated depreciation for:
Buildings and improvements 9,610.74 - - 9,610.74
Water system 728,952.80 51,148.76 - 781,102.56
Equipment 8,72500 - - 8,725.00
Total accumulated depreciation 748,288 54 51,149.78 - 799,438.30
Total capital assets being depreciated,net 888,676.47 193,085.24 - 1,081,761.71
Governmental activity capital assets, net $ 1,008,093.27 10308524 $ 119416.80 $ 1.081,761.71

Depreciation expense was charged to functions as follows:
Business-type activities:
Water & Sewer

51,149.76

in proprietary funds, the following estimated useful lives are used to compute depreciation on a straight-fine basis:

Water system 20-40 Years
Improvements 10 Years
Equipment 5 Years
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TOWN OF RENOQVA, MISSISSIPPI
Notes to Financial Statements

Note ¢ Long-Term Obligations

Revenue Bonds. The Town issues bonds where the government pledges income derived from the acquired
or constructed assets {0 pay debt service. Revenue bonds outstanding are as follows:

Water Revenue Bonds ~ USDA Rural Development

# 91-03 $113,000.00 Water Improvement Revenue Bond dated 5-23-86,
maturity date 5-23-2021, payable in annual interest payments
only on 5-23-87 and 5-23-88 and principal and interest of
$8,977 .85 thereafter on the anniversary date, interest at
7.125 percent, payable to Rural Development $ 65,718.27

There are a number of limitations and restrictions contained in the various bond indentures. The Town isin
compliance with all significant limitations and restrictions.

Interest expense of $4,843.18 was incurred this fiscal year. All was charged to expense in the Enterprise
Fund.

Debt service requirements on long term debt at September 30, 2009 are as follows:
Business-type activities:

Fiscal Year Ending Rural Development Bonds

September 30 interest Principal Total

2010 $ 453512 § 444888 § 808800
2011 4,211.62 4,776.38 8,988.00
2012 3,869.94 5,128.08 8,988.00
2013 3,482.38 5,505.62 8,988.00
2014 3,077.04 5,910.96 8,988.00
2015-2019 8,180.27 36,759.73 44,940.00
2020 49.65 3,186.64 3,236.19

$ 27,309.02 $ 6571627 $ 93,116.19

Long-term Obligation Activity:
Changes in fong-term obfigations for the year ended September 30, 2009 were as follows:
Business-type activities:
Water & Sewer:
Rurat Development Bonds:

Balance Balance Due within

10/1/2008 Increases Pecreases 9/30/2009 One Year
#91-03 $ 6986109 § - $ 414482 $ 6571827 $453912
Total § 6986102 3 - $ 414482 $ 65,716.27 $4,535.12

Note 10 Solid Waste Disposal
The Town has contracted with Resourceful Environmental Services, Ing, to provide residential garbage

collection and disposal. The present monthly rate is $1,832.10. The Town has adopted the Solid Waste
Management Plan for Bolivar County, Mississippi.
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TOWN OF RENOVA, MISSISSIPPL
Notes to Financial Statements

Note 11 Risk Management

The Town 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 Town carries commercial
imsurance for these risks. Settled claims resulting from these risks have not exceeded insurance
coverage in any of the past three fiscal years.

Note 12 Pension Plan - Public Employees Retirement System

Pian Description: Town of Renova contributes to the Public Employee's 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 information may be obtained by writing to
Public Employee Retirement System, PERS Building, 429 Mississippi Street, Jackson, MS 39201-1005 or
by calling (6801) 359-3589 or 1-800-444-PERS,

Funding Policy: PERS members are required to contribute 7.25% of their annual covered salary, and
the Town of Renova is required to contribute at an actuarially determined rate. The current rate is 12% of
annual covered payroll. The contribution requirements of PERS members are established by and may be
amended only by the State of Mississippi Legislature, The Town of Renova's contributions to PERS for
the years ended September 30, 2007, 2008 and 2009, were $11,053.01, $12,907.292 and $13,107.25
respectively, equal to the required contributions for each year.

Note 13 Commitments and Contingencies

Amounts received or receivables from grantor agencies are subject to audit and adjustment by grantor
agencies, principally, the federal and state governments. Any disallowed claims resulting from
noncompliance or other acts including amounts already collected, may constitute a liability.

The amount, if any, of expenditures which may be disallowed by the grantor cannot be
determined at this time although the Town expects such amounts, if any, to be immaterial.

Note 14 Financial Instruments

Off-Balance-Sheet Risk
The Town is not a party to any financial instruments which have off-balance-sheet risk of accounting loss.

Sigrificant Group Concentrations of Credit Risk
The Town’s exposure to eredit risk arises from amounts held in certificates of deposit, demand deposit,
saving accounts, and from receivables. The maximum amount of loss from credit risk is the carrying value

of those financial instruments.

The collateral requirements for bank deposits are set by state statutes and include FDIC insurance and
pledges of certain state and federal securities as part of the State collateral pool. The receivables, including
amounts due from individuals and the State of Mississippi are not collateralized.
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TOWN OF RENOVA, MISSISSIPPI
Notes to Financial Statements

Note 15 Subsequent Events

After the balance sheet date, the Town issued $150,000 in general obligation bonds as part of a Rural
Development Grant and Loan program for the construction of a multipurpose facility.

Subsequent events were evaluated through August 26, 2010 which is the financial statement issuance
date.
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Required Supplementary Information
Town of Renova, Mississippi

Budgetary Comparison Schedule-General Fund
For the Fiscal Year Ended September 30, 2009

Exhibit 9

Budgetary fund balance, October 1

Resources (inflows)
Property taxes
Franchise taxes
Licenses and permits
Intergovernmental
interest
Miscellaneous

Amounts available for appropriation

Charges to appropriations (outflows)
General government
Legisiative
Executive
Financial administration
Recreation
Public works
Maintenance
Street lights
Public safety
Nondepartmental
Other
Transfers out
Total charges to appropriations

Budgetary fund balance, September 30

Actual Variance with
Amounts Final Budget
Budgeted Amounts {Budgetary Positive
Original Final Basis) {Negative)
$ 80,000.00 § 80,000.00 $ 93,154.42 $ 13,154.42
81,280.00 81,280.00 73,802.21 (7.477.79)
16,000.00 16,000.00 17,146.25 1,146.25
1,500.00 1,500.00 2,660,186 1,160.18
36,804.00 35,904.00 40,898.03 4,994 .03
900.00 900.00 263.90 (636.10)
260.00 250.00 46325 213.25
215,834.00 215,834.00 228,388 22 12,564.22
16,056.00 16,056.00 16,086.00 -
30,836.00 30,836.00 2385579 6,080.21
680,176.00 73,176.00 71,999.67 1,176.33
3,000.00 3,000.00 2,265.00 735.00
21,304.00 21,304.00 18,997.57 2,306.43
9,000.00 9,000.00 6,770.86 2,229.14
- - 3,292.02 (3,202.02)
19,400.00 23,500.00 18,510.20 4,988.80
1,688.40 {1,688.40)
159,772,00 176,872.00 163,435.51 13,436.49
$ 5606200 § 38962.00 $ 64,952.71 $ 25890.71
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Exhibit 10

Required Supplementary Information
Town of Renova, Mississippi
Budgetary Comparison Schedule-Special Revenue Fund
For the Fiscal Year Ended September 30, 2009

Actuat Vartance with
Amounts Final Budget
Budgeted Amounts {Budgetary Positive
Original Final Basis) (Negative)
Budgetary fund balance, October 1 $ 763200 § 763200 $ 765283 $ 20.83
Resources {inflows)
Intergovernmental 3,300.00 3,300.90 - {3,300.00)
Interest 54.00 54.00 28.03 {27.97}
Amounts available for appropriation 10,986.00 10,9886.00 7,678.86 (3,307 .14)
Charges 1o appropriations {oufflows)}
Public safety
Other - - - -
Capital outlay 3,300.00 3,300.00 - 3,300.00
Total charges o appropriations 3,300.00 3,300.00 - 3,300.00
Other financing sources (uses)
Transfers in - - - -
Budgetary fund balance, September 30 $ 768600 $ 788600 $ 7678488 % (7.14)

21



Exhibit 11

Required Supplementary Information
Town of Renova, Mississippi
Note to Budgetary Comparison Schedule

Note A - Explanation of differences between Budgetary inflows
and outflows and GAAP revenues and expenditures

Special
General Revenug
Fund Fund

Sources/inflows of resources
Actual amounts (budgetary basis) "avaitable for appropriation” from the

budgetary comparison schedule $ 228,388.22 3 767886
Differences-budget to GAAP:

The fund balance at the beginning of the year is a budgetary
resource but is not a current-year revenue for financial reporting

purposes. (93,154.42) (7.652.83)
Revenues reported on cash basis for budgetary purposes are
reported on accrual basis for financial reporting purposes. (584.95) -

Total revenues as reported on the statement of revenues, expenditures,
and changes in fund balances-governmental funds $ 134,648.85 $ 26.03

Usesfoutflows of resources
Actual amounts (budgetary basis) "totat charges to appropriations” from the
budgetary comparison schedule $ 163,435.51 $ -
Differences-budget to GAAP;
Expenditures reported on cash basis for budgetary purposes are
reported on accrual basis for financial reporting purposes., 125.78 -

Total expenditures as reported on the statement of revenues, expenditures,
and changes in fund balances-governmental funds $ 163,561.29 % -
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Schedule 1

Town of Renova, Mississipppi
Reconcitiation of Original Ad Valorem Tax Rolls to Fund Collections
For the Year Ended September 30, 2009

Assessed Valuation & Millage:
Realty
Personalty
Personal-Auto (From County)
Utilities
Total assessed value
Less: Board Order Changes

Total Municipal at 27 Mills

Callections Adjustments:

Add:  Municipal Homestead Reimbursement

Prior Year Tax Collection
Penalties and Interest

Less: Homestead Exemption Credit
Collector's Commission

Total to be Accounted For:

Collection Credits to Funds:
Municipal General Fund

Balance Represented By:
Unpaid Property Taxes
Unaccounted for

Total Accounted For:

Ad valorem tax assessments were found to be within the limitations of Section 27-39-320 to 27-39-321

as follows:
Base - 2008 70,445
New additions 6,697
10% increase 7,045

84,187

23

Assessed Value Tax
$ 2,222,314
48,754
512,333
125,007
3,008,498
{86,202)
$ 2,922 296 78,902
4,887
7,317
2,996
(8,185)
(860)
$ 85,057
Taxes Hornestead Total
73,202 4,887 78,089
7,261
(293)
3 85,057
Taxes collected 08-09 73,202
Homestead exernption 4 887
reimbursement
Margin 6,088
84,187




Town of Renova, Mississippi

Schedule of Surety Bonds for Town Officials

September 30, 2009

Scheduled

Name Position Surety Bond-FHA

Jimmy L Parker Mayor Ohio Casualty $35,000

Pamela Martin Town Clerk Ohio Casualty $35,000
Millicent Cole Deputy Clerk  Ohio Casualty
Marcia Barnes Secretary Ohio Casualty

Manuel Coleman, Jr. Alderman Chio Casualty $15,000
Juanita Green Alderman Ohio Casualty
Lenora Payne Alderman Chio Casualty
Harvey Green Alderman Ohio Casualty
Milton Hunt Alderman Ohio Casualty
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Schedule 2

Blanket
Bond

$50,000
$50,000
$50,000
$50,000
$50,000
$50,000
$50,000
$50,000

$50,000
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INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE
WITH THE MISSISSIPPI STATE AUDITOR'S REQUIREMENTS
AND STATE LAWS AND REGULATIONS

Honorable Mayeor and Board of Aldermen
Town of Renova
Renova, Mississippi

We have audited the financial statements of the governmental activities, the business-type activities, and each
major fund of the Town of Renova, Mississippi as of and for the year ended September 30, 2009, which
collectively comprise the Town of Renova’s basic financial statements and have issued our report thereon
dated August 25, 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 Comptroller General of the United States.

As required by the state legal compliance audit program prescribed by the Office of the State Auditor, we have
also performed procedures o 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 our procedures and our audit of the general purpose financial statements disclosed the
following immaterial instances of noncompliance with state laws and regulations. Our findings and
recommendations and your responses are as follows:

1. Finding:
Expenditures in the General Fund exceeded the municipal budget.

Recommendation:
The Town should take steps to ensure that expenditures will not exceed budgeted levels as
required by Section 21-35-17.

Response:

The Town agrees with the recommendation and will take steps necessary to ensure sufficient
information is available to prevent over-expenditures. The expenditures in gquestion involved fund
transfers,

2. Finding:
Expenditures in the General Fund exceeded the 25% limitation imposed by Section 21-35-27 for
expenditures in the last year of a term of office.

Recommendation:
The Town should take steps to ensure that expenditures wilt not exceed the limitations imposed by

Section 21-35-27.

Response:
The Town agrees with the recommendation and will implement procedures to comply with the
Section 21-35-27 expenditure limitations. Several unusual expenditures arose in the

measurement period.
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Page Two
Honorable Mayor and Board of Aldermen

The instances of noncompliance of the prior year have been corrected by management unless it is specifically
stated otherwise in the findings and recommendations reflected above.

This report is intended for the information of the Town'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.

T ;{%/me
Cleveland, Mississippi /)
August 25, 2010
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