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Phone {862) 756-2791 Ms. Shirley J. H. Edwards, Mayor
Fax (862) 756-4590 Mrs. April L. Marks, City Clerk
Aldermen:

Mr. Billy Marlow
Mr. James {Butch) Jenkins

December 29, 2015 Mr. Jay Nash

Mr. Marvin Hawking
Office of the State Auditor Mr. Eddie Childs
P.O. Box 956

Jackson, MS 39205
Re: Annual Municipal Audit

Accompanying this letter is a copy of the annual audit of the City of Ruleville,
Mississippi, for the fiscal year ended September 30, 2011. In connection with this audit,
a separate management letter was written to the city. Enclosed you will tind a copy of
this management letter along with the audit reports.

Sincerely.
f\rlayor
RECEIVED
JAN 1 1 2088
IR X
By ky P.O. Box 428 * 200 East Floyce + Ruleville, Mississippl 38771-0428
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December 10, 2015

To the Board of Aldermen
City of Ruleville, Mississippi

We have audited the financial statements of the governmental activities, the business-type
activities, and each major fund of City of Ruleville for the year ended September 30, 2011, and
have issued our report thereon dated December 10, 2015. 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, 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 S generally accepted
accounting principles. Our audit of the financial statements does not relieve you or management
of your responsibilities.

Our responsibility for the supplementary information accompanying the financial statements, as
described by professional standards, is to evaluate the presentation of the supplementary
information in relation to the financial statements as a whole and to report on whether the
supplementary information is fairly stated, in all material respects, in relation to the financial
statements taken as a whole.

In planning and performing our audit, we obtained an understanding of the entity and its
environment, including internal control, sufficient to assess the risks of material misstatement of
the financial statements and to design the nature, timing, and extent of further audit procedures.
We have communicated any internal control related matters that are required to be
communicated under professional standards.

Significant Audit Findings
Qualitative Aspects of Accounting Practices

Management is responsible for the selection and use of appropriate accounting policies. The
significant accounting policies used by City of Ruleville are described on Note 1 to the financial
statements. As described in Note 1 to the financial statements, the City of Ruleville changed its
accounting related to equity reporting by adopting Statement of Governmental Accounting
Standards (GASB Statement) No. 54 Fund Balance Reporting and Governmental Fund Type
Definitions in the year ended September 30, 2011. 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.
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Accounting estimates are an integral 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
affecting the financial statements were:

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

Other than those noted in the internal control report, related to issues with the availability of
documentation, we encountered no significant difficulties in dealing with management in
performing and completing our audit.

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

3. Adjustments to correct double postings and other account errors.

4. Adjustments to correct inter-fund transactions and transactions with the clearing

accounts.
. Adjustments to reclassify grant funds.
6. Adjustments to property taxes receivable and deferred revenues.

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.

RECEIVED
JAN 11 206
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Management Representations

We have requested certain representations from management that are included in the
management representation letter dated December 10, 2015.

Management Consultations with Other Independent Accountants

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
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 December 10, 20135.

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

We encourage you to give increased attention to the documentation related to purchases. In this
area, the documentation in some cases included no evidence that the goods or services purchased
were actually received. We also encourage you to adopt a system to ensure ready access to all
documentation related to purchases such as purchase orders, original invoices, bids or quotations,
etc.

We encourage you to continue with the corrective action plan approved to monitor the water
losses based on water pumped from City wells to the water billed to customers. Positive
operating results are critical to the City’s ability to maintain the system and provide water and
sewer services in a cost-effective manner. The loan agreements with Rural Development also
require the City to do regular rate studies.

We suggest more attention be given to reconciling inter-fund accounts. Those accounts were out
of balance and we spent a considerable amount of time reconciling those accounts.

We noted instances where the time lapse between the collection of monies and the deposit in the
bank account would be considered excessive. We suggest that you implement and enforce a
policy that requires that receipts be deposited intact on a daily or other short time basis.



Page 4

We also noted that it did not appear that the receipts issued for property tax collections were
prepared at the time of collection. Items such as the receipts being in alphabetical order for a
given day suggest that they were prepared after collection. If this is the case, this situation could
compromise one of the controls used to determine that all collections are deposited intact and
timely.

The City has accumulated sufficient funds in the Debt Service Fund to satisfy the City’s
outstanding general obligation debt. As such, there is no longer a need to provide millage to
allocate to debt service. This needs to be considered in the budgetary cycle.

We encourage you to address the amounts owed to the City from unpaid taxes, delinquent water
accounts, and uncollected fines. For example, the taxes assessed but not collected for the 2010-
2011 year alone was approximately §76,000.00 and there were approximately $60,000 in water
accounts that were over 60 days old. Given the size of your yearly budget, these delinquencies
represent a significant drain on the City’s resources.

There are legal remedies to the uncollected property taxes that you may wish to pursue and we
encourage you to consult with your legal counsel about those remedies. If you believe that
taxpayers are paying county taxes to avoid the county land sale, but neglecting to pay city taxes,
you may want to consider the possibility of contracting with the county to collect your property
taxes.

We noted that you have made efforts to increase the controls over collections over police fines.
We would encourage you to continue to improve control procedures in this area to ensure that all
tickets are accounted for and the flow of information through the court system and collection is
properly docurnented. We noted that the amount of fine collections decreased significantly from
the previous year.

The City’s internal controls in did not identify a number of areas where audit adjustments were
proposed to the financial statement information. Material financial statement adjustments should
be identified as part of the City’s internal procedures. The number of audit adjustments we
proposed was significantly larger than we would consider normal for an engagement of this type.

We encourage you to adopt a set of policies and procedures to address the fiscal operations of the
City. This would help to ensure that processes such as cash collections and deposits, purchasing,
accounts payable, budgetary reporting, and other procedures are clearly defined, consistently
followed, and subject to adequate oversight.

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

ﬂméﬂ(?ﬁ& : 7273

Edmondson & Burchfield, PLLC

RECEIVED
JAN 11 2016
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To the Board of Aldermen and Mayor
City of Ruleville
Ruleviile, 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 City of Ruleville, Mississippi, for the
year ended September 30, 2011, in accordance with auditing standards general accepted in the
United States of America, we considered the City of Ruleville’s internal control over financial
reporting (internal control) as a basis for designing our auditing procedures that are appropriate
in the circumstances for the purpose of expressing our opinions on the financial statements, but
not for the purpose of expressing an opinion on the effectiveness of the City’s internal control.
Accordingly, we do not express an opinion on the effectiveness of the City’s internal controls.

Our consideration of internal control was for the limited purpose described in the first paragraph
and was not designed to identify all deficiencies in internal control that might be significant
deficiencies or material weaknesses and, therefore, material weakness or significant deficiencies
may exist that were not identified. 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 identified the following
deficiencies in internal control that we consider to be material weaknesses.

A deficiency in internal control 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 material weakness is a deficiency, or a
combination of deficiencies in internal control, such that there is a reasonable possibility that a
material misstatement of the financial statements will not be prevented, or detected and corrected

- on a timely basis. We consider the following deficiencies in the City’s internal control to be
material weaknesses:

» The City’s administrative staff is too small to provide for the segregation of normally
incompatible financial functions. Effective internal control requires adequate segregation
of financial duties and internal reviews of financial data and reports. The chances that
errors or fraud may occur in amounts that would be material in relation to the financial
statements and not be detected and corrected are increased by this condition.

¢ We noted that several critical financial statement accounts such as the inter-fund activity
accounts had not been reconciled on a current basis. This condition substantially reduces
the chances that errors could be detected and corrected in a timely manner. It also
potentially reduces the reliability of the financial information furnished to you.

» Management did not prepare the financial statements and related disclosures. Internal
control over financial reporting is generally enhanced when the financial statements and
related disclosures are prepared by management. You have elected to have the financial



statements and related disclosures prepared by us subject to management’s review and
approval.

The City needs to improve its system for retention of financial records, including the
general ledger and related journals.

The City also needs to improve its system for retention of source documentation related
to expenditures and expenses. There were dishursements for which we requested the
original supporting documentation that the City was not able to furnish. Some
documentation had to be obtained from the original source.

The City maintains its revenues on a cash basis of accounting as this most closely
matches the accounting required for budgetary purposes. However, for financial
reporting purposes, the City is required to convert is cash basis records to the accrual
basis of accounting. As part of the conversion to the accrual basis, adjustments must be
made for changes in receivables, recognition of deferred tax revenues and other matters.
These adjustments are frequently significant and materially change the information
reported in the financial statements to those recorded in the general ledger. We also
proposed material financial statement adjustments to record depreciation expense on the
Water and Sewer Enterprise Fund as well as reclassification of debt service expenditures.

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

@Mw 7 Yo
December 10, 2015 /

RECEIVED
JAN 11 208
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INDEPENDENT AUDITORS' REPORT

Haonorable Mayor and Board of Aldermen
City of Ruleville
Ruleville, Mississippi

We have audited the accompanying financial statements of the governmental activities, the business —type
activities, each major fund, and the remaining aggregate remaining fund information of the City of Ruleville,
Mississippi as of and for the year ended September 30, 2011, which collectively comprise the City's basic
financial statements as listed in the table of contents. These financial statements are the responsibility of the
City of Ruleville, Mississippi's management. Our responsibility is to express an opinion on these financial
statements based on our audit.

Except as discussed in the following paragraphs, we conducted our audit in accordance with auditing
standards generally accepted in the United States of America 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.

The City does not have adequate subsidiary records documenting the historical cost of fixed assets included
in the statement of net assets. We were unable to satisfy ourselves as to the historical cost of fixed assets,
reported at $9,153,195.80 in the statement of net assets. We were also unable to satisfy ourselves as to the
depreciation expense reported in the business-type activities.

Accounting Standards generally accepted in the United States of America also require that fixed assets used
in governmental activities be depreciated over their estimated useful lives. The City of Ruleville has not
recorded depreciation on its fixed assets.

In our opinion, except for the effects of such adjustments, if any, as might have been determined to be
necessary had we been able to obtain complete fixed asset records, and for the failure to record depreciation
on the assets used in governmental activities of the City, the financial statements referred to above, present
fairly, in all material respects, the respective financial position of the governmentai activities, the business-
type activities, each major fund, and the aggregate remaining fund information of the City of Ruleville,
Mississippi, as of September 30, 2011, and the respective changes in financiat 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 24-27, 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 City of Ruleville, Mississippi has not presented Management's Discussion and Analysis that accounting
principles generally accepted in the United States has determined is necessary to supplement, aithough not
required to be a part of, the basic financial statements.

1



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

Cleveland, Mississippi
December 10, 2015

RECEIVED
JAN 1 t 2016



Exhibit 1

City of Ruleville, Mississippi
Statement of Net Assets
September 30, 2011

Primary Government

Governmental Business-type
Activities Activities Total
Assets
Cash and cash equivalents $ 752,856.19 $ 273,569.76 $ 1,02642595
Receivables{net) 751,826.11 59,276.56 811,102.67
Investments - - -
Restricted Assets
Cash 214,249 51 87.997.69 302,247.20
Mortgage note receivable 399,165.00 - 399,165.00
Due from other funds - 84,433.43 8443343
Deferred charges - 7,212.46 7.212.46
Capital assets, net of depreciation 6,545,981.64 2,607,214.26 9,153,195.90

Total assets

Liabilities
Accounts payable and accrued expenses
Accrued interest payable
Deferred revenue
Customer deposits
Due to other funds
Note payable
Unearned grant revenue
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;
Debt Service
Fire protection
Housing
Revenue bond retirement
Grant activity
Unrestricted

Total net assets

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

$ 8,664,07845

$ 3,119,704.18

$ 11,783,782 .61

$ 83,431.02 $ 39,728.70 $ 123,160.72
- 1,399.72 1,389.72
512,686.06 - 512,686.06

- 44,128.07 44,128.07
79,190.29 5243.14 B4,433.43
49,101.17 - 49,101.17

- 58,751.10 58,751.10

- 42,540.33 42,540.33

- 403,367.28 403,367.28

724 408.54 595,159.34 1,319,667.88
6,545,981.64 2,161,306.65 8,707,288.29
40,889.75 - 40,889.75
221,343.04 - 221,343.04
399,165.00 - 399,165.00

- 17,261.22 17,261.22

- 70,736.47 70,738.47
732,290.48 275,240.48 1,007,530.96

$ 7,939,669.91

$ 2,524,5644.82

b 10,464,214.73

3
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City of Ruleville, Mississippi
Balance Sheet
Governmental Funds
September 30, 2011

Exhibit 3

Assets

Cash and other deposits

Receivables
Taxes
Allowance for uncollectibles
Franchise Fees
Intergovernmentai
Other

Mortgage note receivable

Due from other funds

Total assets

Liabilities and Fund Balances
Liabilities:
Accounts payable
Note payable
Accrued personal services
Due to other funds
Deferred revenue

Total liakilities

Fund balance
Nonspendabie
Reserved for housing
Reserved for fire protection
Assigned to othar purposes
Unassigned

Total equity and other credits

Total liabilites, equity, and

other credits

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
Some liabilities, including bonds payable, are not due and payable in
the current period and are therefore not reported in the funds
Deferred revenues recognized in the funds on the modified accrual
basis of accounting differ from those recognized on the accrual basis

Other

Other Total
Special Debt Govarnmental Governmental

General Revenue Service Funds Funds
73130889 § 21424951 § - $ 2154730 § 96710570
B(09,644.26 - - - 809,644.26
{126,075.57) - - - (126,075.57)
13,738.00 - - - 13,738.00
43,236.36 8133.06 - - 51,369.42
3,150.00 - - - 3,150.00
399,165.00 - - 399,165.00
30,008.30 - 40,889.76 395,73 71,291.79
$ 150500824 § 62154757 §$ 4088976 $§ 2184303 § 2,189,388.60
$ 7965202 § 6451 % - $ - $ 79716.53
49,101.17 - - - 49,101.17
2,688.47 - - 826.02 3,714.49
126,429.89 975.03 - 23,076.71 150,481.63
678,523.91 - - - 678,523.91
936,595.46 1,039.54 - 2390273 961,537.73
- - 40,889.76 - 40,889.76
- 389,165.00 - - 399.165.00
- 221,343.03 - - 221,343.03
“ - - {1,959.70) (1,959.70)
568,412.78 - - - 568,412.78
568,412.78 620,508.03 40,889.76 (1,959.70) 1,227 850.87

$ 150500824 $ 62154757 § 4088976 $ 2194303

6,545 981.64
165,837.91
(0.51)

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

5
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RECEIVED
JAN 11 2016



City of Ruleville, Mississippi

Statement of Revenues, Expenditures, and Changes in Fund Balances
Governmental Funds
For the Fiscal Year Ended September 30, 2011

Exhibit 4

Other Total
Special Debt Governmental  Governmental
General Revenue Service Funds Funds
Revenues:
Taxes $§ 70512880 § - $ - $ . $ 705,128.80
Licenses and permits 101,206.64 - - - 101,206.64
intergovernmental 337,710.14 23,560.69 - - 361,270.83
Fines and forfaits 83,725.50 - - - 83,725.50
interest earned 1,583.77 1,980.58 456.11 142.09 4162.55
Miscellaneous 30,029.00 - - §5.25 30,094.25
Total revenues 1,259,383.85 25,541.27 456.11 207.34 1,285,588.57
Expenditures:
Current:
General government 367,256.19 - - 325.54 357,581,723
Public safety
Police 628,041.37 - - - 628,041.37
Fire 18,840.70 10,785.24 - - 25,72594
Public works 233,348.78 - - - 233,348.78
Culture & recreation 144 661.45 - - - 144 661.45
Court 31,945.99 - - - 31,945.99
Debt service
Principal retirement - - - - -
Interest and fiscal charges - - - - -
Total expenditures 1,424,194 48 10,785.24 - 325.54 1,435,305.26
Excess{deficiency) of revenues over(under)
expenditures (164,810.63) 14,756.03 456.11 (118.20} (148,716.69)
Cther financing sources (uses)
Cperating tranfers in 131,449.53 - - - 131,449.53
Operating transfers out (36,421.20) - (131,449.53) - (167,870.73)
Total other financing sources (uses) 95,028.33 - {131,449.53) - (36.421.20)
Net change in fund balances (69,782.30) 14,756.03 (130,993.42) (118.20) (186,137.89)
Fund balance, October 1 638,195.08 605,752.00 171,683.18 {1,841.50) 1,413,988.76
Fund balance, September 30 $ 56841278 § 62050803 $§ 4088976 § (1959.70) § 122785087

The accompanying notes are an integral part of the financial statements.
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Exhibit 5

City of Ruleville, Mississippi
Reconciliation 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, 2011

Net changes in fund balances - total governmental funds $ {186,137.89)

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

Govermmental funds report capital outlays as expenditures.

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

over their estimated useful lives and reported as depreciation expense. No

depreciation has been recorded on capital assets. 346,789.85

Revenues in the statement of activities that do not provide current financial
resources are not reported as revenues in the funds {3,756.75)

Proceeds from a capital lease provide current financial resources to governmentai

funds, but issuing debt increases long-term liabilites in the statement of net assets.

Repayment of principal on a capital lease is an expenditure in the governmental

funds, but repayment reduces long-term liabilities in the statement of net assets.

This is the amount by which repayments exceeded receipts. -

Change in net assets of govermental activities $ 15688521

The accompanying notes are an integraf part of the financial staternents.
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City of Ruleville, Mississippi
Statement of Net Assets
Proprietary Fund
September 30, 2011

Exhibit &

Assets
Current assets:
Cash and cash equivalents
Investments
Restricted cash and cash equivalents
Receivables, net
Total current assets

Nancurrent assets:
Capital assets
Property and equipment
Less accumulated depreciation

Due from govermental funds
Deferred charges
Total noncurrent assels
Total assets

Liabilities
Current liabilities:
Accounts payable
Interest payable
Customer deposits
Capital lease obligation
Due to other funds
Bonds and loans payable
Unearned grant revenue
Total current liabilities
Noncurrent liabilities:
Bonds and loans payable
Total noncurrent liabilities
Total liabilities

Net assets
Invested in capital assets, net of related debt
Restricted for debt service
Restricted by grant agreement
Unrestricted
Total net assets

Woater and Sewer
Enterprise Fund

$ 273,569.76

87,997 69
59,276.56

420,844.01

4,754,579.62
(2,147,365.36)

2,607,214.26
84,433.43
7,212.46

2,608,860.15

$ 3,119,704.16

5 39,729.70
1,388.72
44,128.07
5,243.14
42,540.33
58,751.10

191,792.06

403,367.28

403,367.28

595,159.34

2,161,306.65
17.261.22
70,736.47
275,240.48

$ 2,524,544.82

The accompanying notes are an integral part of the financial statements.
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City of Ruleville, Mississippi

Statement of Revenues, Expenses, and Changes in Net Assets

Proprietary Fund

For the Fiscal Year Ended September 30, 2011

Exhibit 7

Operating revenuss:
Charges for sales and services

Operating expenses:
Personal services
Supplies
Other services and charges
Depreciation and amortization
Total operating expense
Operating income (loss}

Non-operating revenues (expenses}
Interest revenue
Interest expense
Grants
Total non-operating revenues (expenses)
Income {loss) before other revenues and transfers

Operating transfers in (out)

Increase (decrease) in net assets
Total net assets, October 1
Total net assets, September 30

The accompanying notes are an integral part of the financial statements.
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Water and
Sewer
Enterprise Fund

$ 560,783.72

141,688.46

62,487.23
205,370.20
102,106.89

511,652.78

49,130.94

1,214.21
(20,829.63)
325,387.92

305,772.50

354,903.44

36,421.20

391,324 64
2,133,220.18

$ 2,624 544,82

RECEIVED
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City of Ruleville, Mississippi
Statement of Cash Flows
Proprietary Fund

For the Fiscal Year Ended September 30, 2011

Exhibit 8

Cash Flows from Operating Activities:
Receipts from customers
Payments to suppliers
Payments to employees
Net cash provided (used) by operating activities

Cash flows from Noncapital Financing Activities:
Advances from cther funds
Operating transfers from other funds

Cash Flows from Capital and Related Financing Activities:
Repayments of debt
Grant proceeds
Purchase of fixed assels
Advances from other funds
Interest paid on long-term debt
Net cash provided (used) for capital and related financing activities

Cash Flows from Investing Activities:
Interest
Purchase of investments
Net cash provided (used) by investing activities
Net increase (decrease} in cash and cash equivalents
Cash and Cash Equivalents, October 1
Cash and Cash Equivalents, September 30

Reconciliation of operating income {loss) to net cash provided
(used) by operating activities:
Cperating income {l0ss)
Adjustments to reconcile operating income to nel cash provided by
operating activities:
Depreciation and amortization
Changes in assets and liabilities:
(Increase) decrease in accounts receivable
Increase {decrease) in accounts payable
Increase (decrease) in other liabilities
Increase (decrease) in water deposits
Net cash provided {used) by operating aclivities

The accompanying notes are an integral part of the financial statements.
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Water and
Sewer
Enterprise Fund

$ 572,803.93
(266,277.48)
(141,686.46)

164,837.88

2,217.22
36,421.20

38,638.42

(40,827 63)
359,139.02
(288,402.55)

(62,533.99)

(20,841.57)

(53,466.72)

1,214.21
~ (99.76)

1,114.45

151,124.14
210,443.31

§ 36156745

& 49,130.94

102,106.89

6,912.71

2,623.59
(1,043.64)
5,107.50

§ 164,837.99




Exhib#t 9

City of Ruleville, Mississippi

Statement of Net Assets
Fiduciary Funds
September 30, 2011
Agency Fund
Assets
Receivables b 9,769.80
Due from other funds 2,442.46
Total assets 5 12,212.26
Liabilities
Due to State of Mississippi 9,769.80
Due to other funds 2442 .46
Total liabilities ] 12,212.26

The accompanying notes are an integral part of the financial statements.
1



CITY OF RULEVILLE, MISSISSIPPI
Notes to Financial Statements

Note 1 Summary of Significant Accounting Policies

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

The City’s financial statements are prepared in accordance with generally accepted accounting principles
(GAAP). The Governmental Accounting Standards Board (GASB}) is responsible for establishing GAAP for state
and local governments through its pronouncements (Statements and Interpretations). Governments are afso
required to follow the proncuncements of the Financial Accounting Standards Board (FASB) issued through
November 30, 1989 (when applicable} that do not conflict with or contradict GASB pronouncements. Although
the City has the option to apply FASB pronouncements issued after that date to its business-type activities, the
City has chosen not to do so. The more significant accounting policies established in GAAP and used by the City
are discussed below.

Reporting Entity

The accompanying financial statements present the activities of the City of Ruleville {the City). The City has no
component units for which it is financially accountable.

Basis of Presentation, Basis of Accounting
Basis of Presentation

Government-wide Statements: The statement of net assets and the statement of activities display information
about the primary government (the City}. 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-type activities of the City. 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 notincluded in
these financial statements.

The statement of activities presents a comparison between direct expenses and program revenues for the
different business-type activities of the City and for each function of the City'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 City'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, and 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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CITY OF RULEVILLE, MISSISSIPP!
Notes to Financial Statements

Note 1 Summary of Significant Accounting Policies (continued)

The City reports the following major governmental funds:
General Fund - This is the City's primary operating fund. It accounts for all financial resources of the general
government, except those required to be accounted for in another fund.

Special Revenue Fund - Special Revenue Funds are used to account for the proceeds of specific revenue
sources (other than expendable trusts or major capital projects) that are restricted or committed to specific
expenditure purposes.

Debt Service Fund - Debt Service Funds are used to account for the proceeds of tax levies designated for use in
servicing the principal and interest payments on the City's outstanding general obligation debt.

The City reports the following major enterprise fund:
Water & Sewer Enterprise Fund - This fund accounts for the operation and maintenance of the City's water and
sewer system.

The City also reports the following fund types:
Capital Projects Fund — This fund is used to account for financial resources to be used for the acquisition or
construction of major capital facilities other than those financed by proprietary funds.

Agency Fund — This fund is used to account for assets held by the City as an agent for individuals, private
organizations, other governments, or other funds. These funds are custodial in nature and no not involve
measurement of resuits or operations.

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 and 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. On an accrual basis, revenue from property taxes is recognized in the
fiscal year for which the taxes are levied. Revenue from grants, entitlements, 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 City 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 ctaims 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 City funds certain programs by a combination of specific cost-
reimbursement grants, categorical block grants, and general revenues. Thus, when program expenses are
incurred, both restricted and unrestricted net assets are available to finance the program. itis the City's policy to
first apply restricted amounts, followed by committed, assigned, and then by unassigned fund balances.

13



CITY OF RULEVILLE, MISSISSIPPI
Notes to Financial Statements

Note 1 Summary of Significant Accounting Policies {continued)
Financial Statement Amounts
Deposits and Investments

The City 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 City has no additional formally adopted investment polices intended to address
allowable investments or credit risks.

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 City deposits excess funds in financial institutions selected by the board. State statutes specify
how these depositories are to be selected.

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.

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
ieast equal to 105% of the amount not insured by the FDIC or any successors to such insurance
corporations.

For the purposes of the statement of cash flows of the business-type activities, the City considers certificates of
deposit to be cash eguivalents if they have a maturity of three months orless when acguired.

Receivables and Payables

All 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 City bills and collects its own property taxes except for the personal auto
taxes that are collected and remitted to the City by the Sunflower County Tax Collector. The millage rate for the
City for 2010 taxes was 80 mills. The entire millage was allocated to the general fund. The distribution of taxes
to funds was in accordance with prescribed tax levies, and uncollected taxes were properly handied.

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. Generalinfrastructure assets acquired priorto
July 1, 2003 are not reported in the financial statements since the City has adopted the option

not to record these assets per the provisions of GASB 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 capitalized.

A RECEIVED
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CITY OF RULEVILLE, MISSISSIPPI
Notes to Financial Statements

Note 1 Summary of Significant Accounting Policies (continued)

Capital assets used by the business type activities of the City are depreciated using the straight line method.
When capital assets are disposed of, the cost and applicable accumulated depreciation are removed from the
respective accounts, and the resulting gain or foss is recorded in operations. Estimated useful lives, in years, for
depreciable assets are as follows:

Estimated
Asset Class Useful Lives
Buildings 15-20
Improvements 10-15
Equipment 5-10
Water System 40-50

Capital assets used in governmental activities are not depreciated as required by accounting principles generally
accepted in the United States of America.

Budgets

Budgets are adopted on a basis consistent with the cash basis of accounting. Annual appropriated budgets are
adopted for the general, special revenue, debt service and proprietary funds. All annual appropriations lapse at
fiscal year end. The Mississippi Code Ann. {1872) prescribes cash basis reporting of revenue for budgets and
budgeting of expenditures to be disbursed within thirty days after year end.

Encumbrances

The City does not maintain an encumbrance system to account for commitments resulting from approved
purchase orders, work crders and contracts.

Restricted Assets

Proceeds received for fire protection are classified as restricted assets on the balance sheet of the Special
Revenue Fund and can only be used for fire protection or prevention.

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.
15



CITY OF RULEVILLE, MISSISSIPPI
Notes to Financial Statements

Note 1 Summary of Significant Accounting Policies (continued)
Compensated Absences

Full time employees are allowed one week paid vacation after working one year and two weeks after working two
years. Fulltime employees are allowed one day per month for sick leave. No liability for compensated absences
has been recorded in the financial statements as amounts cannot be reasonably estimated. The City does not
believe that the amount of such liability is significant.

Defining Operating Revenues and Expenses

The City's proprietary fund distinguishes between operating and non-operating revenues and expenses.
Operating revenues and expenses of the City’s water and sewer fund censists of charges for services and
the costs of providing those services, including depreciation and exciuding interest cost. All other revenues
and expenses are reported as non-operating.

Interfund Activity

Interfund activity is reported either as loans, reimbursements, or transfers. Loans are reported as interfund
receivables and payables as appropriate and are subject to elimination upon consolidation. Reimbursements
are when one fund incurs a cost, charges the appropriate benefitting fund and reduces its related cost as a
reimbursement. All other interfund transactions are treated as transfers. Transfers between governmental
or between proprietary funds are netted as part of the reconciliation to the government-wide financial
statements.

Government-wide and Proprietary Fund Net Assets

Government-wide and Proprietary Fund Net Assets are divided into three components:

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

» Restricted net assets-consist of net assets that are restricted by the City's creditors (for
example through debt covenants), by the state enabling legislation, by grantors, and by other
contributors.

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

Fund Balances in Fund Financial Statements

Fund balances for governmental funds are reported in classifications that comprise a hierarchy based primarily
on the extent to which the government is bound to honor constraints on the specific purposes for which amounts
in those funds can be spent.

Governmental fund balance is classified as non-spendable, restricted, committed, assigned, or unassigned. The
following are descriptions of the various fund classifications.

Non-spendable fund balance includes amounts that cannct be spent. This includes amounts that are either not
in spendable form {such as inventories, prepaid amounts, or long-term portion of notes or notes receivable) or
amounts that are legally or contractually required to be maintained intact, such as a principal balance of a
permanent fund.

Restricted fund balance includes amounts that have constraints placed on the use of the resources either by an
external party or imposed by law through constitutional provisions or enabling legislation.
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CITY OF RULEVILLE, MISSISSIPPI
Notes to Financial Statements

Note 1 Summary of Significant Accounting Policles {continued)

Fund Balances in Fund Financial Statements (continued)

Committed fund baiance includes amounts that can be only used for specific purposes pursuant to constraints
imposed by formal action of the government's highest level of decision making authority.

Assigned fund balance includes amounts that are constrained by the government's intention to be used for
specific purposes, but which are neither restricted nor committed.

Unassigned fund baiance is the residual classification for the general fund. This classification represents the
fund balance that has not been assigned to other funds and that has not been restricted, committed, or assigned
to specific purposed within the general fund.

Contributed capital is recorded in 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.

Changes in Accounting Standards

For the fiscal year ended September 30, 2011, the City implemented Governmental Accounting Standards Board
(GASB) Statement No. 54, Fund Balance Reporting and Governmental Fund Type Definitions. This standard is
intended to enhance the usefulness and understandability of governmental fund balance information by clarifying
and making more transparent the nature of constraints on a government's fund balance. Accordingly, the fund
balances previously reported as reserved and unreserved have been reclassified to comply with the new
standard.

Note 2 Legal Compliance — Budget

Prior to August 1, the Mayor or City 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 City Hall to obtain taxpayer comments. Prior to September 15,
the budget is to be 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 Cash and Other Deposits

Deposits

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

As of September 30, 2011, the carrying amount of the City's bank deposits was $1,328,673.15 and the respective
bank balances totaled $ 1,397,257 .69. Of the bank balance, $708,777.02 was insured through federal depository
insurance, and the balance was collateralized by securities held by the State of Mississippi's collateral pooi.

Note 4 Fair Value of Investments

The City's business-type activity investments consisted of a certificate of depesit. This certificate was
considered to be a nonparticipating investment contract and reported at cost. Due to the relatively short
maturity of this financial instrument, cost was considered to approximate market value. This certificate of
deposit was redeemed during the fiscal year.
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CITY OF RULEVILLE, MISSISSIPPI
Notes to Financial Statements

Note 5 Receivables

Receivables and Allowance for Uncoliectibie Accounts

Significant receivabies include amounts due from customers primarily for utility services and are due the month

after billing.
Enterprise receivables
Water accounts $ 15264822
Allowance for uncollectible accounts (93,371.66)
Net receivables $ 59,276.56

The allowance amount is estimated using accounts receivable past due and collection experience.

Amounts of governmental receivables at September 30, 2011 include the following:

Property taxes $ 26695826
Property taxes-subsequent year 542,686.00
Sunflower County-Motor vehicle taxes 8,360.88
Franchise tax 13,738.00
Intergovernmental 46,158.54
877,901.68
Allowance for uncollectible taxes {126,075.57)
$ 751826.11
Note 6 Intergovernmental Receivables
Amounts of intergovernmental receivables at September 30, 2011 include the following:
State of Mississippi-Sales tax 3 32,982.05
State of Mississippi-grants 5,043.43
Sunflower County-fire protection funds 8,133.06
3 46,158.54

Note 7 Note Receivable
Ruleville Apartment Homes, LLC

On September 24, 1999, the City executed a promissory note with Ruleville Apartment Homes, LLC for the
development of low income housing within the city limits. The City loaned the proceeds from its $399,165 Home
Investment Partnership grant through the Mississippi Department of Community Development to Ruleville Apartment
Homes, LLC. The terms of the note require Ruteville Apartment Homes, LLC to repay the City in 480 monthly
payments beginning 10 years from date with amortized payments in the lesser of the scheduled amortization plus 1%
interest per annum or 50% of the net cash flow from the development after payment of expenses and the first mortgage

payment. The note is nonrecourse and is subordinate to the first morigage.

The scheduled payments on this note have not been made to date. The City has directed the City Attorney to begin a

review of the note and the reason for nonpayment.
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CITY OF RULEVILLE, MISSISSIPPI
Notes to Financial Statements

Note 8 Restricted Assets — Cash

A summary of restricted cash balances at September 30, 2011 follows:

Proprietary Fund
Bond cushion, depreciation, and contingency
Rural Development grant funds

Special Revenue Fund
Municipal fire protection
Municipal fire protection - certificates of deposit

Amounts included as "reserved for revenue bond retirement" at September 30, 2011, represenit the funds necessary to

$ 17,261.22
70,736.47
$ 87,997.69
$ 18098116
33,268.35
$  214,249.51

provide for adeguate cumulative funding of reserves as required by respective debt instruments

The reserve balances are equal to the restricted cash.

The $87,600 Rural Development revenue bond requires the City to accumulate the following reserve

accounts: Total Amount
Amount Reserved
Required as of 9-30-11
Bond Cushion $ 244820 % 14,815.02
Bond Contingent 1,223.10 1,223.10
Bond Depreciation 1,223.10 1,223.10
Total $ 489240 $  17,261.22

The $337,800 Rural Development revenue bond requires the City to accumulate the following reserve

accounts; Total Amount
Amount Reserved
Required as of 9-30-11
Bond Cushion $ 3473050 % -
Bond Contingent 17,365.25 -
Bond Depreciation 17,365.25 -
Total $ 6946100 % -

The City is in arrears for funding the reserve accounts for this Rural Development revenue bond.

Note 9 Long-Term Obligations
Long-term liability activity for the year ended September 30, 2011 was as follows:

Beginning Ending Due within
Business-Type Activities Balance Additions Reductions Balance One Year
Bonds and notes payable:
Water and sewer debt $ 486,735.34 $ $ (40827.73) § 445907861 § 42 540.33
Capital lease obligation 1,043.64 - (1,043.64) - -
$ 487.778.98 3 - $ (4M1871.37) § 445907861 § 42,540.33
Water Revenue Bonds-USDA Rural Development Balance
$87,000 Water Improvement Revenue Bond dated January 1, 1997,
Maturity date in 2031 payable in monthly instaliments of principal and
interest of $450 with interest at 4.875 percent. $ 67,041.23
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CITY OF RULEVILLE, MISSISSIPPI
Notes to Financial Statements

Note 9 Long-Term Obligations (continued)
Water Revenue Bonds-USDA Rural Development
$337,000 Water Improvement Revenue Bond dated February 28, 2003,
Maturity date is February 28, 2038. Interest rate is 4.5%. Interest
and principal payable in monthly installments of $1,654, $ 30062325

State of Mississippi Revolving Loan
$495,368 Revolving Loan from State of Mississippi. Maturity date is
April, 2014. Interest rate is 4%. Interest and principal payable in
monthly instaliments of $3,035.10 per month. Payments are withheld
from the City's sales tax reimbursements. $ 78,243.13

Capital Lease-8B! inc.
$6,070 Capital Lease agreement with BBI, Inc. dated April 9, 2008.
Maturity date is April, 2011. Interest rate is 10%. Payable at
$153.93 per manth from the Enterprise Fund. $ -

There are a number of limitations and restrictions contained in various bond indentures. Except as
noted in Note 8, the City believes it is in compliance with all significant limitations and restrictions.

interest expense of $20,829.63 was incurred this fiscal year and was charged to expense in the Water & Sewer
Enterprise Fund.

Debt service requirements on business-type activity debt at September 30, 2011 are as follows:
Business-type activities:
Fiscal Year Ending

September 30 Interest Principal Total

2012 $ 1812888 § 4254031 § 61,669.20
2013 17,342.34 44, 326.86 61,669.20
2014 15,848.17 18,505.17 34,353.34
2015 15,343.13 9,904 .87 25,248.00
2016 14,878.25 10,369.75 25,248.00
2017-2021 66,615.96 59,624.04 126,240.00
2022-2026 51,240.29 74,999.71 126,240.00
2027-2031 31,989.83 89,417 .44 121,407.27
2032-2036 12,410.21 86,829.79 99,240.00
2037-2038 119.87 9,389.67 9,509.54

§ 24491694 § 44590761 $ 600,824.55

Note 10 Short-term obligations
Short-term liability activity for the year ended September 30, 2011 was as follows:

Beginning Ending
Governmental activities: Balance Additions Reductions Balance
Note payable:
Bank loan $ - $ 5200000 $ (2,898.83) $§ 49 101.17

The short-tem debt was issued for the purchase of police vehicles. It is secured by a certificate of deposit.
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CITY OF RULEVILLE, MISSISSIPPI
Notes to Financial Statements

Note 11 Solid Waste Disposal

The City has contracted with Waste Management of North Mississippi to provide residential garbage collection and
disposat. The monthly rate at September 30, 2011 was $10,855.

Note 12 Risk Management

The City is exposed to various risks of loss related to torts; theft of, damage to, and destruction of assets; errors and
omissions; injuries to employees; and natural disasters. The City carries commercial insurance for these risks. Settled
claims resulting from these risks have not exceeded insurance coverage in any of the past three fiscal years.

Note 13 Capital Assets

Capital asset activity for the year ended September 30, 2011 was as follows:

Balance Balance
10/1/2010 Increases Decreases 9/30/2011

Governmental Activities
Captial assels not being depreciated:
Land $ 9021200 % - $ $ 90,212.00
Buildings and improvements 2,526,552.00 49,995.00 2,576,547.00
Fixtures and equipment 1,588,279.44 85,433.85 1673,713.29
Streets 281,440.45 211,361.00 492 801.45
Sewer System 781,363.90 - 781,363.90
Industrial Land 26,133.00 - 26,133.00
Industrial Buildings 905,211.00 - 805,211.00
Total capital assets not being depreciated _$ 6195,191.79 _§ 34678385 § $ 6,545,981.64
Governmental activity capital assets, net "$ 6,199,191.79 § 34678085 $§ $ 6,545,981.64
Business-type activities: Water & Sewer
Captial assets not being depreciated.
Land 3 33,807.00 - $ 33,807.00
Construction in progress 300,387.92 - 300,387.92
Total capital assets not being depreciated 334,194.92 - 334,184.92
Captial asse!ls being depreciated:
Water system and equipment 4,420,384.70 - 4,420,384.70
Total capital assets being depreciated 4,420,384.70 - 4,420,384.70
Less accumulated depreciation for;

Water system and equipment 2,045,525.60 101,839.76 2,147,365.36

Total accumulated depreciation 2,045,625.60 101,839.76 2,147 365.36
Total capital assets being depreciated, net 2,374,859.10 (101,839.76) 2,273,019.34
Business-type activities capital assets, net $ 270005402 $ (101,839.76) 3 $ 25607,214.26
Depreciation expense was charged to functions as follows:
Business-type activities:

Water & Sewer $ 101,839.76
Assets acquired under capital leases:

Governmental activities $ 6,040.00

Business-type aclivities $ 607.00  (net of $5,463 amortization)

Note 14 Pension Plan - Public Employees Retirement System

Pian Description: City of Ruleville 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 Legistature. PERS issues a publicly available
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CITY OF RULEVILLE, MISSISSIPPI
Notes to Financial Statements

Note 14 Pension Plan - Public Employees Retirement System (continued)

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 (601} 359-3589 or 1-800-444-PERS.

Funding Policy: PERS members are required to contribute 89.00% of their annual covered salary and the City of
Ruleville is required to contribute at an actuanal determined rate. The current rate is 12.00% 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 City of Ruleville's contributions to PERS for the years ended September 30, 2008,
2010 and 2011, were $71,602.28, $67,060.69, and $60,080.49 respectively, equal to the required contributions for
each year.

Note 15 Interfund Activity

Interfund activity is reported as loans, reimbursements, or transfers. Loans are reported as interfund receivables and
payables as appropriate and are subject to elimination upon consolidation. Transfers between governmental and
proprietary funds are netted as part of the reconciliation to the government-wide financial statements.

Note 16 Contingencies

The City received federal and state grants for various projects. Any amounts received or receivable from these
grantor agencies are subject to audit and adjustment. Any disallowed claims, including amounts already collected,
may constitute a liability to repay the applicable funds. The amount, if any, of expenditures which may be disallowed
by the grantor agency cannot be determined at this time. The City expects such amounts, if any, to be immaterial.
The City has been named as defendant in a legal proceeding. Although the outcome of this proceeding is not
presently determinabie, it is the opinion of the City's attorney that the resolution of these matters will be favorable, and
any damages awarded to be immaterial.

The City entered an agreement with the Mississippi Commission on Environmental Quality for construction of
mandated improvements to the City's sewer system. The final agreement calls for total funding of $663,403 less

a subsidy of $497,021, leaving loan amount of $166,382. The loan is to be repaid at $833.78 monthly for 236
months beginning in July, 2013, .through diversion of sales tax payments.

Note 17 Deficits in Non-major Funds

The Capital Projects Fund has a $2,442.45 deficit fund balance.
The Payables Clearing Fund has a $1,655.01 deficit fund balance.

Note 18 Subsequent Events

Subseguent events were evaluated through December 10, 2015 which is the date the financial statements were
available to be issued.

The City completed the project for extension of water lines to areas not previously serviced. The additional
construction costs of $281,943.20 were funded with a combination of grants from various sources.

The City re-financed its short term bank loan after year-end.

Rural Development has directed the City to resolve the deficit in funding the reserve accounts described in Note 8.
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CITY OF RULEVILLE, MISSISSIPPI
Notes to Financial Statements

Note 19 Due To/From Other Funds

As of September 30, 2011, interfund receivables and payables resulting from various interfund transactions
were as follows:

Due from Due to
Other Funds Other Funds

General Fund
Due to Enterprise Fund 3 82,846.95
Due to Debt Service Fund 40,889.76
Due from Payables Clearing 27,080.19
Due to Payroll Clearing 2,209.52
Due from Agency Fund 2,442 45
Special Revenue Fund
Due to Payables Clearing 975.03
Payables Clearing
Due to General Fund 27.080.19
Due from Enterprise Fund 5,243.14
Due from Special Revenue Fund 975.03
Due to Payroll Clearing 227.31
Payroll Clearing
Due to General Fund 2,209.52
Due to Enterprise Fund 1,586.48
Due from Payahles Clearing 227.31
Enterprise Fund
Due from General Fund 82,846.95
Due to Payables Clearing 5,243.14
Due from Payroll Clearing 1,586.48
Debt Service Fund
Due from General Fund 40,889.76
Capital Projects Fund
Due to Agency Fund 2,442 .45
Agency Fund
Due from Capital Projects Fund 2,442.45
Due to General Fund 2,442.45
$ 16594328 § 165943.28

These balances are not expected to be repaid within the next fiscal year,

Interfund transfers are made primarily to move resources between funds for satisfaction of liabilities.
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Exhibit 10

Required Supplementary Information
City of Ruleville, Mississippi
Budgetary Comparison Schedule-General Fund
For the Fiscal Year Ended September 30, 2011

Actual Variance with
Amounts Final Budget
Budgeted Amounts {Budgetary Positive
Qriginal Final Basis) (Negative)
Budgetary fund balance, Qctober 1 $ 21865500 § 218,655.00 $ 646,329.08 $ 427674.08
Resources (inflows)
Property taxes 622,700.00 622,700.00 710,310.35 87,610.35
Licenses and permits 120,700.00 120,700.00 103,876.64 (16,823.36)
Federal Grants - - - 0.00
State Grants 21,500.00 21,500.00 19,664 .28 (1.835.72)
Intergovernmental 259,350.00 259,350.00 292 635.67 3328567
Local Grants 36,404.00 36,404.00 23,072.42 (13,331.58)
Fines & forfeits 140,000.00 140,000.00 83,725.50 (56,274.50)
Miscellaneous 26,365.00 26,365.00 31,8612.77 5247.77
Transfers from other funds - - 131,449.53 131,449.53
Amounts available for appropriation 1,445 674.00 1.445,674.00 2,042 676.24 597,002.24
Charges to appropriations (outflows)
General government 201,436.00 201,436.00 361,930.44 {160,494 44)
Public Safety
Police 714,300.00 714,300.00 627,453.37 86,846.63
Fire 17,576.00 17.676.00 18,940.70 (1,364.70)
Public works 265,441.00 265,441.00 233,348.78 32,002.22
Court 83,983.00 83,983.00 31,945.99 52,037.01
Culture & recreation 138,718.00 138,718.00 144 661.45 (5,943.45)
Transfers to other funds - - 36,421.20 (36,421.20)
Total charges to appropriations 1,421,454.00 1,421,454 00 1,454,701.93 (33,247.93)
Budgetary fund balance, September 30 2422000 § 24,220.00 $ 587,974.31 $ 563,754.21
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Required Supplementary Information
City of Ruleville, Mississippi
Budgetary Comparison Schedule-Special Revenue Fund

For the Fiscal Year Ended September 30, 2011

Exhibit 11

Budgetary fund balance, October 1

Resources (inflows)
Intergovernmental
Grants
Other

Amounts available for appropriation

Charges to appropriations {outflows)
Pubiic safety
Other
Capital outlay
Transfer to other funds
Total charges to appropriations

Budgetary fund balance, September 30

Actual Variance with
Amounts Final Budget
Budgeted Amourts {Budgetary Positive
Original Final Basis) (Negative)

$ 278,232.00 § 278,232.00 $ 584,489.34 $ 306,257.34
25,200.00 25,200.00 23,560.69 (1,639.31)
100,000.00 100,000.00 - {100,000.00)
200.00 200.00 1,980.58 1,780.58
403,632.00 403,632.00 610,030.61 208,398.61
- . 1,345.24 (1,345.24)
131,000.00 131,000.00 9,440.00 121,560.00
131,000.00 131,000.00 10,785.24 120,214.76
$ 272,632.00 § 272,632.00 $ 599,245.37 $ 326,613.37
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Required Supplementary Information
City of Ruleville, Mississippi
Budgetary Comparison Schedule-Debt Service Fund

For the Fiscal Year Ended September 30, 2011

Exhibit 12

Budgetary fund balance, October 1

Resources (inflows)
Property taxes
Interest
Other

Amounts available for appropriation

Charges to appropriations (outflows)
Debt Service
Principal
Interest
Cther
Transfers to other funds
Total charges to appropriations

Budgetary fund balance, September 30

Actual Variance with
Amounts Final Budget
Budgeted Amounts (Budgetary Positive
Original Final Basis) (Negative)
$ 103,457.00 $ 103,457.00 $ 171,883.18 $ 68,426.18
69,629.00 69,629.00 - (69,629.00)
850.00 850.00 456.11 {393.89)
- - - 0.00
173,936.00 173,936.00 172,339.29 (1,596.71)
15,000.00 15,000.00 - 15,000.00
1,680.00 1,680.00 - 1,680.00
250.00 250.00 - 250.00
- - 131,449.53 {131,449.53)
16,930.00 16,930.00 131,449.53 (114,519.53)
$ 157,006.00 § 157,006.00 $ 40,889.78 $(116,116.24)
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Required Supplementary Information

City of Ruleville, Mississippi

Notes to Budgetary Comparison Schedule

Exhibit 13

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

Sources/inflows of resources

Actual amounts (budgetary basis) "available for appropnation” from the
budgetary comparison schedule

Differences-budget to GAAP:
The fund balance at the beginning of the year is a budgetary
resource but is not a current-year ravenue for financial reporting
purposes.
Revenues budgeted on cash basis not receivad unti! subsequent year
Transfors from other funds are inflows of budgetary resources but
are not revenues for financial reporting purposes

Total revenues as reported on the statement of revenues, expenditures,

and changes in fund balances-govemmenta! funds

Uses/outflows of resaurces

Actual amounts {budgetary basis) "total charges to appropriations" from the
budgetary comparison schedule

Differences-budget to GAAP:
Expenditures budgeled on cash basis not paid and charged
against budget until subssgquent ysar
Expenditures budgeted on cash basis not paid and charged
against expenditures in prior year
Transfers to other funds are inflows of budgetary resources but
are not expenditures for financial reporting purposes

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

27

General
Fund

Special Debt
Revenue Service
Fund Fund

$ 204267624 $ 61003061 $ 172,339.29

(646,320.08) (584,489.34)  (171,883.18)
(5,513.78) - ;
(131,449 53) . )

$ 125938385 § 2554127 § 456.11

$ 145470193 $ 1078524 $ 131,440.53
(2,720.00) - ;
8.633.75 - )

(36,421.20) - (131,449.53)

$ 142419448

$ 1078524 §
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City of Ruleville, Mississippi
Reconciliation of Original Ad Valorem Tax Rolls to Fund Collections
For the Fiscal Year Ended September 30, 2011

Schedule 1

Assessed Millage
Assessments-2010 Tax Rolls Valuation Rate Tax
Realty $ 6,209,365
Personalty 1,150,338
Public Utility 378,418
Auto and Mobile Home 1,504,502

Total 9,242,623 80 % 739,410
Less: Homestead Exemption Credit (89,383)

Net Ad Valorem Taxes 650,027
Other collections:

Acutal Homestead Reimbursements 40,112

Prior year taxes, penalties & interest 138,817
Deductions:

Collector's Commissions (5612)
Total Ad Valorem Taxes to be Accounted For % R23,344
Colleclions: Taxes Homestead Total

Allocated to:

General Fund L 705,349 § 40,112 745 461

Debt Service Fund - - -

Total collections 3 705,348 3§ 40,112 745,461
Balance represented by:

Unpaid property taxes 76,161

{Over)/under collections 1,722
Total Ad Valorem Taxes Accounted For 3 823,344

Ad Valorem tax assessments were found 1o be within the [imitations of Seclions 27-39-320 & 27-39-329 as

follows:
3 722,886 Base 2009-2010 3 745,241 Actual collections
(excluding debt service} - Less:Applicable to Debt Service
72,288 10% increase (40,112) Homestead Exemption
Reimbursement
$ 795175
- $ 705,129
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Schedule 2
City of Ruleville, Mississippi
Schedule of Surety Bonds for City Officials
September 30, 2011

Bond

Name Position Surety Amount
Shirley J Edwards Mayor Travelers $50,000
Marvin Hawkins Alderperson Travelers $50,000
Jay Nash Alderperson Travelers $50,000
James Jenkins Alderperson Travelers $50,000
Jo Anne Frothingham  Alderperson Travelers $50,000
Billy Marlow Alderperson Travelers $50,000
City Clerk Travelers $50,000

Lenara Flakes Deputy City Clerk Travelers $50,000
John Downs Administrative Assist.  Travelers $25,000
Bernice Walls City Court Clerk Travelers $50,000
Ernie Scarber Police Chief Travelers $50,000
Public Works Director Travelers $50,000

Police Dispatchers Travelers $50,000

City Palicemen Travelers $25,000

RECEIVE
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INDEPENDENT AUDITORS' REPORT ON COMPLIANCE
WITH THE MISSISSIPP| STATE AUDITOR'S REQUIREMENTS
AND STATE LAWS AND REGULATIONS

Honorable Mayer and Board of Aldermen
City of Ruleville
Ruleville, Mississippi

We have audited the financial statements of the governmental activities, the business-type activities, and each
major fund of the City of Ruleville, Mississippi as of and for the year ended September 30, 2011, which
collectively comprise the City of Ruleville's basic financial statements and have issued our report thereon dated
December 10, 2015. We conducted our audit in accordance with auditing standards generally accepted in the
United States of America.

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

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:
The municipal compliance questionnaire was not completed and entered into the official minutes.

Recommendation:
The City should take steps necessary to ensure the municipal compliance questionnaire is entered into
the minutes as required by statute.

Response:
The City agrees with the recommendation and will make sure the municipal compliance questionnaire is
compieted and entered in minutes.

2. Finding:
The Municipal Audit and Accounting Guide describes requirements for accounting for fixed assets. The
City currently has no complete property accounting system to refiect a comprehensive record of all fixed
assets owned by the City.

Recommendation;
The City should institute procedures to ensure that property records are maintained in accordance with
the Municipal Audit and Accounting Guide.

Response:
We are updating a property inventory of the City’s fixed assets and are in process of completing
the additional information required such as purchase dates and costs, or estimates of cost where
applicable.

RECEIVED
JAN 11 2016
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Honorable Mayor and Board of Aldermen Page 2
City of Ruieville
Rulevilte, Mississippi

3. Finding:
Section 21-35-13 reguires that the Municipal Clerk prepare a budget report to be presented to the board
at the regular meeting each month. These reports were prepared but did not appear to contain accurate
expenditure information.

Recommendation:
The Municipal Clerk should prepare and present the required report and ensure that the information
contained in the report is accurate.

Response:

We began the implementation of this report and will continue to improve that process and the accuracy
and completeness of the information presented to the board. Personnel changes have hindered ocur
progress in this area.

4. Finding:
Section 21-35-5 requires that the municipal budget for the next fiscal year be adopted no later than
September 15 each year. The City did not adept the 2010-2011 and 2011-2012 budgets by the required
date.

Recommendation:
The City shouid review its budget preparation calendar to ensure the budget is approved in a timely
manner.

Response:
We acknowledge the late adoption of the budgets and will take steps to correct this situation in the
future.

5. Finding:
Section 21-35-9 requires that the municipal budget be entered in detail in the official board minutes.
The 2010-2011 and 2011-2012 budgets were not entered in detail in the board minutes.

Recommendation:
The City should take steps necessary to ensure that the full budget is included in the minutes.

Response:
The failure to enter the budget in the minutes was an oversight on our part. We will take steps to correct
this situation in the future.

6. Finding:
Section 31-7-305 requires that a check be issued in payment of invoices within 45 days of the receipt of
such invoice. We noted instances in which payment occurred more than 45 days after the date of the
inveice.

Recommendation:
The City should amend its purchasing procedures to ensure that invoices are paid in a timely manner.

Response:

A majority of our invoices for purchases of goods and services are paid on time. We occasionally
encounter problems with the timing of payments usually due to the length of time between receipt of an
invoice and the next board meeting where payment would be approved.
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Honorable Mayor and Board of Aldermen Page 3
City of Ruleville
Ruleville, Mississippi

7. Finding:
Section 21-33-45 requires that the board adopt a resolution fixing the municipal ad valorem tax rate for
the next fiscal year by the regular September board meeting or 10 days after final approval of
assessment rolls. We noted no resolution regarding the adoption of the county assessment roll under
Section 27-35-167 for the 2010-2011 year. In addition, there was no evidence that the certification
required by Section 21-33-47 was not filed as required.

Recommendation:
The City should comply with the provisions of Sections 21-33-45 and 21-33-47 regarding the levy of ad
valorem taxes.

Response:
We believe the omission of the resolutions and certifications of the ad vaiorem tax levy were oversights
on our part and will work to prevent such omission in the future.

8. Finding:
Section 21-15-33 requires that the minutes of each board meeting be signed by the mayor and certified
by the municipal clerk. We noted instances where the minutes of a meeting were not signed by bath
parties.

Recommendation:
The City shouid take steps to ensure that the minutes are signed as required.

Response:
We were not aware of this oversight, but will review future minutes to ensure that they are signed as

required by statute.

9. Finding:
Section 21-35-17 prohibits expenditures in excess of budget appropriations. We noted expenditures in
excess of budget line items in the general and special revenue funds.

Recommendation:
The City should take additional precautions to ensure that budget estimates are not exceeded, and that

the budget is amended when necessary.

Response:
We will review our procedures regarding budget reporting and review. We believe the majority of our
issues in this area were due to grants and inter-fund transfers.

10. Finding:
Section 21-35-31 requires that audits be completed before the close of the succeeding fiscal vear.
The audit was not completed within the prescribed timeline.

Recommendation: .
The City should make the records available to complete the audits within the prescribed timeline.

Response:
We have new personnel in place to work on our books, and are working to get our audits caught up.

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.
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Page 4

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

This report is intended for the information of the Board of Aldermen, management, and the State Auditor's Office.
However, this report is a matter of public record and its distribution is not limited.

- WM?@« ‘,/ZLC

Cleveland, Mississippi
December 10, 2015
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