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INDEPENDENT AUDITOR’S REPORT

Honorable Mayor and Board of Aldermen
City of Forest
Forest, Mississippi

We have audited the accompanying financial statements of the povernmental activities, the
business-type activities, the aggregate discretely presented component units, cach major fund,
and the agpregate remaining fund information of the City of Forest, Mississippi, as of and for
the year ended Scpteruber 30, 20135, and the related notes to the financial statements, which
collectively comprise the City’s basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with accounting principles generally accepted in the United States of
America; this includes the design, implementation, and maintenance of internal control
relevant to the preparation and fair presentation of financial statements that are free from
material misstatement, whether due to fraud or error. -

Auditor’s Respeonsibility

Our responsibility is to express opinions on these financial statements based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit cvidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s
judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity’s preparation and fair presentation of the

_ financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
entity’s internal control. Accordingly, we express no such opinion, An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluating the overall

presentation of the financial statements.
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinions.

Opinions

In our opinion, the financial statements referred to above present fairly, in all material
respects, the respective financial position of the governmental activities, the business-type
activities, the aggregate discretely prescnted component units, each major fund, and the
aggregate remaining fund information of the City of Forest, Mississippi, as of September 30,
2015, and the respective changes in financial position and, where applicable, cash flows
thereof for the year then ended in accordance with accounting principles generally accepted in
the United Stales of America,

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis, the budgetary comparison information, the schedule of
the City’s contributions — PERS, and the schedule of the City’s proportionate share of the net
pension liability — PERS and corresponding notes on pages 6 through 11 and 44 through 49 be
presented to supplement the basic financial statements. Such information, although not a part
of the basic financial statements, is required by the Governmental Accounting Standards
Board, who considers it to be an essential part of financial reporting for placing the basic
financial statements in an appropriate operational, economic, or historical context. We have
applied certain limited procedures to the required supplementary information in accordance
with auditing standards generally accepted in the United States of America, which consisted of
inquiries of management about the methods of preparing the information and comparing the
information for consistency with management’s responses to our inquiries, the basic financial
statements, and other knowledge we obtained during our audit of the basic financial
statements. We do not express an opinion or provide any assurance on the information
because the limited procedures do not provide us with sufficient evidence to express an
opinion or provide any assurance.

Other Information
Our audit was conducted for the purpose of forming opinions on the financial statements that

collectively comprise the City of Forest, Mississippi’s basic financial statements. The
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introductory section, combining and individual nonmajor fund financial statements, and
statistical scction, are presented for purposes of additional analysis and are not a required part
of the basic financial statements. The schedule of expenditures of federal awards is presented
for purposes of additional analysis as required by U. S. Office of Management and Budget
Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations, and is
also not a required part of the basic financial statements.

The combining nonmajor fund financial statements and the schedule of expenditures of federal
awards are the responsibility of management and were derived from and relate directly to the
underlying accounting and other records used to prepare the basic financial statements. Such
information has been subjected to the auditing procedures applicd in the audit of the basic
financial statements and certain additional procedures, including comparing and reconciling
such information directly (o the underlying accounting and other records used to prepare the
basic financial statements or to the basic financial staternents themselves, and other additional
procedures in accordance with auditing standards generally accepted in the United States of
America. In our opinion, the combining and individual nonmajor fund financial statements
and the schedule of expenditures of federal awards are fairly stated in all material respects in
relation to the basic financial statements as a whole.

The introductory and statistical sections and the schedulc of surety bonds for municipal
officials of the City have not been subjected to the auditing procedures applied in the audit of
the basic financial statements and, accordingly, we do not express an opinion or provide any
assurance on them.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated June
6, 2016, on our consideration of the City of Forest, Mississippi’s internal control over
financial reporting and on our iests of its compliance with ccrtain provisions of laws,
regulations, contracts, and grant agreements and other matters. The purpose of that report is to
describe the scope of our testing of internal control over financial reporting and compliance
and the results of that testing, and not to provide an opinion on internal control over financial
reporting or on compliance. That report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering the City of Forest,
Mississippi’s internal control over financial reporting and compliance.

<

Tony Chance & Company
Forest, Mississippi

June 6, 2016
-5-




CITY OF FOREST, MISSISSIPPI
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED SEPTEMBER 30, 2015

The Discussion and Analysis of the City of Forest’s financial performance provides an overall
review of the City’s financial activities for the year ended September 30, 2015, The intent of this
discussion and analysis is to look at the city’s performance as a whole. Information contained in
this section is qualified by the more detailed information contained elsewhere in the City’s
financial statements, notes to the financial statements and any accompanying materials. To the
extent this discussion contains any forward-looking statements of the city’s plans, objectives,
expectations and prospects, the actual results could differ materially from those discussed herein.

This discussion and analysis is in a format consistent with the presentation requirements of the
Governmental Accounting Standards Board’s (GASB) Statement No. 34 — Basic Financial
Statements — and Management’s Discussion and Analysis — for State and Local Governments
issued June, 1999,

FINANCIAL HIGHLIGHTS
Key financial highlights for 2015 were as follows:

e The City's assets exceeded its liabilities by $26,424,973 (net assets) for the fiscal year
reported. This was a increase in total net position of $777,575.

o Total net assets are comprised of the following:

(1)  Capital assets of $26,297,508 include property and equipment, net of
accumulated depreciation.

(2)  Net position of $1,009,374 is restricted by constraints imposed from outside
the City such as debt covenants, grantors, laws, or regulations.

(3)  Netposition of $ 128,926 is assigned to a specific purpose by the intent of the
Board of Aldermen.

€)) Unrestricted net deficit of $(1,010,835) represents the portion available to
maintain the City’s continuing obligations to citizens and creditors.

¢ The City has $9,399,683 in total revenue. General revenues account for $3,641,075, or
39% of all revenues. Program specific revenues in the form of charges for services, and
grants and contributions account for $5,758,608 or 61% of total revenues.

¢ The City had $8,622,108 in expenses; 47% or $4,016,725 of these expenses were covered

by program specific charges for services, and the balance of $4,605,383 was covered by
general revenues of the City and fund balances at the beginning of the ycar,

¢ Among major funds, the General Fund had $4,407,694 in revenue and $4,388,935 in
expenditures. The General Fund’s balance increased $18,759 over the prior year.
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s The Proprietary fund had $4,045,359 in revenue and $3,554,751 in expenditures. The
Proprietary fund’s balance increased $490,608 over the prior year.

OVERVIEW OF FINANCIAL STATEMENTS

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

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

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

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

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

The government-wide financial statements can be found on pages 13 and 14 of this report.

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

Governmental funds. Governmental funds are used to account for essentially

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

Because the focus of governmental funds is narrower than that of the government-wide
financial statements, it is useful to compare the information presented for governmental
funds with similar information presented for governmental activities in the government-
wide financial statements. By doing so, readers may better understand the long-term
impact of the City’s current financing decisions. Both the governmental fund balance
sheet and the governmental fund statement of revenues, expenditures, and changes in fund
balances provide a reconciliation to facilitate this comparison between governmental funds
and governmental activities. These reconciliations are on pages 17 and 19, respectively.

The basic governmental fund financial statements can be found on pages 16 to 19 of
this report.

Proprietary funds. The City of Forest maintains one type of proprietary fund, the
enterprise fund. The enterprise fund is used to report the same functions presented as
busincss-type activities in the government-wide financial statements. The City uses the
enterprise fund to account for its Water and Sewer activities.

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

The basic proprietary fund financial statements can be found on pages 20 through 23 of
this report.

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

Notes to the financial statements. The notes provide additional information that is essential to a
full understanding of the data provided in the government-wide and fund financial statements.
The notes to the financial statements can be found on pages 24 to 43 of this report.

Required supplementary information. In addition to the basic financial statements and
accompanying notes, this report also presents certain required supplementary information
concerning the City’s budget process.

The City adopts an annual operating budget for all governmental funds and proprietary funds.
Budgetary comparison statements have been provided for the General Fund and the Enterprise
Fund. This required supplementary information can be found on pages 45 to 46 of this report.

-8-
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GOVERNMENT-WIDE FINANCIAL ANALYSIS

One of the most important questions to ask about the City of Forest’s finances is, “Have the City’s
net assets increased or decreased as a result of the year’s activities?” The Statement of Net Asscts
and the Statement of Activities report information about the City as a whole and about its
activities in a way that helps answer this question. These statements include all the City’s net
assets and liabilities resulting from the use of the accrual basis of accounting and economic
resources focus of measurement.

Net position. The City’s combined net position, on the accrual basis of accounting and economic
resource measurement focus, decreased from $25,647,398 to $26,424,973 between fiscal years
2014 and 2015.

By far the largest portion of the City’s net position of 99% reflects its investments in capital assets
(e.g. land, infrastructure, buildings, mobile equipment, furniture and equipment). The City uses
these capital assets to provide services to its ¢itizens; consequently, these assets are not available
for future spending.

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

Governmental activities. Revenues for the City’s governmental activities for the year ended
September 30, 2015, were $5,354,324 compared to $4,573,291 in 2014. Revenues increased
$781,033 mostly due to an increase in grant revenue.

REVENUES BY SOURCES GOVERNMENTAL ACTIVITIES

Charges for services, Other, 6%

15%

Property Taxes, 11%

utility & Franchlse

Grants & Tax, 8%

Contributions, 17%

Sales & Use Tax,
43%




The City’s largest programs are public safety and streets and sanitation. Expenses exceeding
revenues are offset by general revenues generated by taxes, investment income and other general
revenues.

Business-type activities: Revenues for business-type activities are, for the most part, comprised
of charges for services. During the current year the City has an ongoing project for sewer
rehabilitation and reccived several grants totaling $820,259. Charges for services for the City’s
business-type activities were $3,208,057 for 2015, an increase of $308,105 from 2014.

Revenues by sources business-type activities

Grants
20%

Charges for sarvices “
79%

FINANCIAL ANALYSIS OF THE CITY’S FUNDS

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

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

The financial performance of the City as a whole is reflected in its governmental funds. As the
City completed the year, its governmental funds reported a combined net position of $4,564,010,
an increase of $47,429. $4,203,364 or 92% of the net position constitutes unassigned fund
balance, which is available for spending at the City’s discretion. The remaining net position of
$360,646 or 8% is restricted or assigned to indicate that it is not available for spending because it
has already been committed.
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BUDGETARY HIGHLIGHTS

The City’s budget is prepared according to Mississippi law and is based on accounting for certain
transactions on a basis of cash receipts, disbursements, and encumbrances. The most 51gruﬁcant
budgeted fund is the General Fund.

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

CAPITAL ASSETS AND DEBT ADMINISTRATION

As of September 30, 2015, the City’s total capital assets were $52,714,080, including land, city
buildings, infrastructure, vehicles, and furniture and equipment. This amount represents an
increase of $2,075,749 from the previous year. The total accumulated depreciation as of
September 30, 2014, was $26,416,571, and total depreciation expense for the year was
$1,362,432, resulting in total net assets of $26,297,508.

Additional information on the City’s capital assets can be found in Note 6 on pages 35 through 36
of this report,

Debt Administration. At September 30, 2015, the City had paid off all bonds,

CONTACTING THE CITY’S FINANCIAL MANAGEMENT

This financial report is designed to provide our citizens, taxpayers, creditors, and investors with a
general overview of the City of Forest’s finances and to show the City’s accountability for the
money it receives. Interested parties may direct questions to or request additional financial

information from the Mayor’s Office of the City of Forest, 120 South Davis Street, Forest, MS
39074,
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CITY OF FOREST

STATEMENT QF NET POSITION

September 30, 2018
Exhibit A
Primary Goverament
Governments]  Business-iype
__ Activides _ Actvitles Total

ASSETS
Cash b1 261,978 §30,09% § 792,077
Invesiments 4,194,000 107,000 4,301,000
Receivables:

Rent 6,006 - 6,006

Inierest 919 23 942

Tex Lien 23,161 . 23,161

Trade accounts-billed - 3IL717 N7

[Inbilled trade accounts - 178,324 178,324
Due from other governments 242,705 B 242,705
Due from other funds 49,356 49 856
Restricted asacls:

Cash: -
~Wastewater treatment facilities improveme: - 781,874 781,874
~wustewater treatment fund - 741,727 741,727

Due from industry:
~Wastewater treatment fund . 35,927 35,927

Due from other govermments 49,329 273,019 322,348

Capital assets, net 10459364 15,838,144 126,297,508
Total Assets $ 15287318 % 18797854 § 34085172
DEFERRED OUTFLOWS OF RESOURCES
Deferred ontflows of resources $ 944,133 § 339866 & 1283999
LIABILITIES
Current liabilitics:
Accounts payable b3 178,399 133,242 % 311,641
Accounts payable -customers - 42,373 42,373
Accounts payable-granl projects 211,842 221,842
Sales tax payable - 656 656
Accrued expenses 73,483 26,809 100,252
Due to other funds 12,062 29,896 41,958
Total current liebilitics 263,944 454 818 718,762
Non-cwirent liabilities:
Customer depogits - 297,904 297,904
Net pension Hability 5,053,497 1,819,142 6,872,639
Total Non-current linbilities 3,053,497 2,117,046 7.170,543
Total Liabilities $ 5317441 3§ 2571864 & 7889305
DEFERRED INFLOWS OF RESOQURCES
Contributions from industry for upcoming
SOWET projects $ - 5 1054893 § 1054893
NET POSITION
Nonspendable capilsl assets § 10459364 § 15838144 § 26,297 508
Restricted for municipal fire 188,171 - 188,171
Restricted for pretrial intervention 4,002 - 4,002
Restricted for capital projecis 39,547 - 39,547
Restricted for wastewater treatment - 711,654 777,654
Assigned for police cars 67,708 - 67,708
Assigned for garbage truck 61,218 - 61,218
Unassigned 94,000 {1,104,835) (1,010,835)
Total Net Position $ 10914010 § 15510963 § 26424973

The nated to the financial statements are an intsgrml part of this statement.

13-
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CITY OF FOREST, MISSISSIPPI
STATEMENT OF ACTIVITIES
Year Ended September 30, 2013

Program Revenues

Exhibit B

Met (Expense) Revenue and
Changes in Net Posifion

Operanng Cepial Primary Government
Charges for Grants and Granis and Gover tal Busi type
Fuactions/Programs Expenses Services Contributions _ Congributions Activities Activitles Total
Primary Goveroment:
Governmental Activities:
(eneral govermment $ 645860 § 106499 % - 5 8,31 $ (458,029) § - % (458,029)
Public safety 2,217,160 197,694 2,035 1,862 (2,015,569) - (2,015,569}
Strests and samitation 1,530,590 425273 - 476,395 (628,922) - (628,922)
Culture and reereation 673,747 79,202 - 160,000 (234,545) - (234,545
Total Governmenta] Activities 5,067,357 BOg 668 2035 919,589 (3,337,065} - (3,337,065}
Business-type activities: )
Water & Sewer 1,554,751 3,208,057 - B20,25% - 473,565 473 565
Total Primary Goverament $ 8622108 § 4016725 0§ 2035 § 173,848 (3,337,065) 473,565 {2,863,500)
General Revenues:
Taxes:
Sales tax 2,280,249 - 2,280,249
Property lax 609,226 - 609,226
Utility tax 15,101 - 15,101
Franchise taxes 430,628 - 430,628
Unresiricted grants and contributions:
Intergovermmental 257,908 - 257,908
Public contribuitions 9.679 - 5,679
Unrestricted investment earnings 17,941 1,721 19,662
Gein (loss) on disposal of land and equipment (2,590) 5,748 3,158
Other 5,330 9,574 15,464
Transfers . . -
Total Genernl Revenues 3,624,032 17,043 3,641,075
Change in Net Position 286,967 490,608 771,575
Net Position- Beginning 14,202,562 16,307,45% 30,510,021
Prior period adjustment (3,575.519)  (1,287,104) {4,862,621)
Net Position-Beginning, restated 10,627,043 15,020,355 25,647,398
Net Position - Ending $10914010  $15,510,963 $ 26,424,973

The notes to the financial statements are an integral part of this siatement.
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CITY OF FOREST
STATEMENT OF NET POSITION
GOVERNMENTAL FUNDS
September 30, 2015

Exhjbit C
Other Total
Grant Governmental Governmental
General Managemen: Funds Funds
ASSETS
Cash $ 221,757 % 31,185 § - 9036 § 261,978
Investments 4,014,000 - 180,000 4,194,000
Receivables:
Tax lien 23,161 - - 23,161
Interest 880 - 39 219
Rent 6,006 - - 6,006
Due from other funds 49,856 : - - 49,856
Duc from other governments 242,705 49,329 - 262,034
Total Assets $ 4,558,365 § 80,514 S 189,075 $ 4,827,954
LIABILITIES AND NET POSITION
Liabilities:
Accounts payable $ 137,432 40,967 - $ 178,399
Accrued expenses 73,483 - - 73,483
Due to other funds 11,158 - 904 12,062
Total Liabilities 222,073 40,967 904 263,944
Net Position:
Restricted for municipal fire - - 188,171 i88,17]
Restricted for pretrial intervention 4,002 - - 4,002
Restricted for capital projects - 39,547 - 39,547
Assigned for police cars 67,708 - - 47,708
Adsssigned fur garbage truck 61,218 - 61,218
Unassigned, reported in:
General Fund 4,203,364 - - 4,203,364
Total Fund Balance 4,336,292 39,547 188,171 4,564,010
Total Liabilities and Fund Balances  § 4,558,165 § 80,514 § 189,075 § 4,827,954

The notes to the financial stalements are an integral part of this statemenL,
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CITY OF FOREST
RECONCILIATION OF GOVERNMENTAL FUNDS BALANCE SHEET
TO THE STATEMENT OF NET POSITION
September 30, 2015

Exhibit C-1

Total Fund Balance - Governmental Funds $ 4,564,010
Amounts reported for net position in the statement of net position
are different because:

Capital assets used in governmental activities are

not financial resources and therefore are not

reported in the funds:

Governmental capital assets § 17,994,511

Less accumulated depreciation (7,535,147) 10,459,364

Deferred outflows of resources-pension 944,133

Long-term liabilities not due and payable in the current period,

and, therefore not reported in the funds:

Net pension liability (5,053,497)

Total Net Position - Governmental Activities $ 10,914,010

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

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES
IN FUND BALANCES - GOVERNMENTAL FUNDS
Year Ended September 30, 2015

Revenues
General property taxes
Pengltics & interest on delinquent taxes
Licenses and permits
Franchise texes on utilities
[ntergovemmental revenue:
Federal sources - TVA
Federal sources - other
Hemestend exemption reimbursement
General municipal aid
Sales tax
Utility tax
Statc granls
Fire Pratection-Siate
County contributions
Industry participation
Charges for services
Donations
Fines and forfeitures

Interest ineome
Miscellaneous

Total Revenues

Expendilures
General government
Public safety

Strects and sanitation
Culture and recreation

Total Expenditures

Excess of Revenues
Over (Under) Expenditures

Other Financlog Sources
Sale of land
Sale of equiproent

Transfers in
Transfers out
Tatal Qther Financing Sources

Net Change in Fund Belances

Fund Balance, October 1, 2014

Fund Balance, September 30, 2015

Exhibit D
Other - Totnl
Grant Gavernmental  Governmental
Generat Managen eat Funds Funds

5 609,226 3 - $ - by 609,226
42,091 - - 42,091
55,149 - - 55,149
430,628 - - 430,628
7,167 - - 7,167
579,796 - 579,796

27,001 - - 27,001
8,480 - - §,480
2,280,249 - . 2,280,249
15,101 - - 15,101
2,035 149787 - 151,822
30,928 30,928

175,932 - & 400 184,332
190000 - 190,000

513,735 - - 513,735
9,679 - - 9,679
197,694 - - 197,604
17,316 7 625 17,948
5,890 - - 5,890
4,397,373 919,590 39.053 5,356,916
506,485 B5470 - 592,955
1,797,657 39%0 4,738 1,806,385
1,402,162 305051 - 1,807,213
516,703 496,552 - 1,013,255
4,223,007 1,092,063 4,738 5,319,808
174 366 {172,473} 35,215 37,108
5,400 - - 5,400
4,921 . ; 492]
165928 - 165,928
_(es92%) - - (165,928)
{155,607} 165928 10,321
18,759 (6,545) 35,215 47,429

4,317,533 46,092 152,956 4,516,581
$ 4336292 5 39547 § 188,171 § 4,564,010

The noies 1o the finaneial statements are an integral part of this staterment,
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CITY OF FOREST
RECONCILIATION OF THE GOVERNMENTAL FUNDS STATEMENT OF REVENUES,
EXPENDITURES AND CHANGES IN FUND BALANCES TO THE STATEMENT OF ACTIVITIES
Year Ended September 30, 2015

Exhibit I}-1

Net Change in fund balances - governmental funds b 47,429
Amounts reported for governmental aetivities 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 depreciated over their useful lives:

Expenditures for capital assets % 1,307,450
Less current year depreciation (521,154)
786,296

When recognizing the sale of capital assets, the governmental
funds report the total proceeds of the sale. Only the gainor
loss on the sale is reporied on the Staternent of Net Position.

Book value of assets sold {12,913)
Under the modified accrurl basis of accounting used in Governmentsal Funds,
expenditures are not recognized for transactions that are not normally paid
with expendable available financial resources. However, in the Statement of Activities
which is presented on the acerual basis, expenses and liabilities are reported
regardless of when financial resources are available. Thuy, the change in net position
differs from the change in fund balance by the following:

Pension expense {533,845

Change in net position of governmental activities $ 286,967

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

PROPRIETARY FUND
September 30, 2015

ASSETS
Current Assets:

Cash
Invesiments
Receivables;

Trade accounts

Unbilled trade accounts

Interest

Total Current Assets

Restricted Assets:
Cash:

Weslewater treatment facilities improvernents $781.8%
Wastewater treatment fund 741,727

Due from industry-wastewster treatment
Due fromn other governments

Tota] Restricted Assets

Noncurrent Assets
Capital assets (net}

Total Assets

Deferred OutNows of Resonrces
Deferred outflows-pension

Current Liabilities:
Accounts payable
Accounis payable - customers
Accounts payable-grant projecls (payable from restricted assets)
Sales tax peyeble
Accrued expenses
Due to other funds
Current Liabililies

Non-current Liabllitles:
Customer deposits (payable from restricted assels)

Net pansion liability
Total Non-curren Liabilties

Total Llabilities

Deferred Inflows of Resources;
Rostricted assets for sewer project

Tota! Liabllitles and Deferred Inflows
NET POSITION
Net Position
Nonspendable capital assets
Restricted for wastewater treatmant

Unrestricted

Taotal Net Positlon

The notes to Uie finencial staterments are an integral pact of this statement.
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Exhibit E
$ 530,099
107,000
s 3Lm?
178,324
23 490,064
1,127,163
1,523,601
35,927
273,019
1,832,547
15,838 144
£ 18,797,854
3 339,846
§ 133242
42,373
22|842 § 397,457
656
26,809
a 29,896
454,818
297,904
1,819,142

2,117,046

2,571,864
1,054,893
§ 3,626,757
$ 15838144
777,654
{1,104,835)
$ 15510963
o Ve D
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CITY OF FOREST

STATEMENT OF REVENUES, EXPENSES, AND CHANGES
IN NET POSITION -PROPRIETARY FUND
Year ended September 30, 2015

Operating Revenuoe:
Charges for services
Wastewater treatment charges-industry

Operating Expenses:
Personal services
Maintenance, operations, and
contractual services
Materials and supplies
Utilities
Depreciation

Operating Loss

Nonoperating Revenues (Expenses):
Federal grants
State grants
Industry contributions
Interest income
Gain on sale of scrap
Other

Income before transfers

Transfer in (out)

Change in net position

Net position, Octeber 1, 2014
Prior Period Adjustment

Net position, September 30, 2015

Exhibit F

Proptietary Fund

§ 2,957,725
250332 § 3,208,057

1,182,294
259,002
461,740
810,437
841,278 3,554,751
(346,694)
767,071
50,668
2,520
1,721
5,748
9,574 837,302
490,608
490,608
16,307,459
(1,287,104) 15,020,355
$ 15,510,963

The notes to the financial statements are an integral part of this statement.
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CITY OF FOREST
STATEMENT OF CASH FLOWS
PROPRIETARY FUND
Year Ended September 30, 2015

Exhibit G

Cash flows from Operating Activities

Receipts from customers $ 3,137,332

Payments to suppliers (1,501,739)

Payments to employees (986,736)

Net Cash Used by Operating Activities $ 0648857
Cash Flows from Investing Activities

Proceeds from sale of fixed assets 5,748

Interest earned on investments 1,698

Other income 9,574

Acquisition and construction of capital assets (856,182)

Net Cash Used by Investing Activities (839,162)
Cash Flows from Capital and Related Financing Activities

Grant revenue - Federal 1,021,471

Decrease in deferred inflows resources (38,061)

Contributrions from industry 2,520

Net Cash Provided by Capital and Related Financing Activities 985,930
Net Increase in Cash and Restricted Cash 795,625
Cash and Restricted Cash, October 1, 2014 1,365,074 .
Cash and Restricted Cash, September 30, 2015 $ 2,160,699

The notes to the financial statements are an integral part of this statement.
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CITY OF FOREST
STATEMENT OF CASH FLOWS
PROPRIETARY FUND
Year Ended September 30,2015

Exhibit G (cont.)
Reconciliation of Operating Loss to Net Cash
Provided by Operating Activities
Operating Income
Adjustments to reconcile operating loss to net cash
provided by operating activities:
Operating Loss $ (346,694)
Depreciation and amortization 841,278
Changes in Assets and Liabilities:
Increase in Accounts Receivable (67,239)
Increase in "Due from Industry” (4,940)
Increase Accounts Payable 29,440
Decrease in Sales Tax Payable (73)
Increase in Accrued Expenses 3,386
Decrease in "Due to Other Funds" {2,200)
Increase in Customer Deposits 3,727
Increase in Net Pension Liability 192,172
Net Cash Used by Opecrating Activities $ 648,857
The notes to the financial statements are an integral part of this statement.
23-
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CITY OF FOREST, MISSISSIFPPI
Notcs to Financial Statements
Year Ended September 30, 2015

Note 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

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

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

A. Financial Reporting Entity

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

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

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

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

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

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

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

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

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

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

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

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

Government-wide and Fund Financial Statements

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

-25- -
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Note 1,

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

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

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

Measurement Focus, Basis of Accounting and Financial Statement Presentation

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

liability is incurred.

Governmental fund financial statements arc reporied using the current financial resources
measurement focus and the modified accrual basis ofaccounting. Revenues are recognized as

- so0n as they are both measurable and available. Taxpayer assessed income, gross receipts, and

sales taxes are considered “measurable” when in the hands of intermediary collecting
governments and recognized as revenue at that time. Anticipated refunds of such taxes are
recorded as liabilities and reductions of revenue when they are measurable and their validity
seems cerlain. Expenditures are generally recognized under the modified accrual basis of
accounting when the related fund liability is incurred, if measurable, except for principal and
interest payments on general long-term debt, which are recognized when due.

The City reports the following major governmental funds:

General Fund - The General Fund is the general operating fund of the City, 1t is used
to account for all financial resources except those required to be accounted for in

another fund.
Special Revenue Funds - Special Revenue Funds are used to account for the proceeds

of specific revenue sources (other than expendable trusts or major capital projects) that =~ -
are legally restricted for specific expenditure purposes.
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Notel. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued
PROPRIETARY FUND

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

FIDUCIARY FUNDS

~Erust and Agency Funds - Trust and Agency Funds are used to aegount for assets held

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

D. Aecount Classifications
The account classifications used in the financial statements conform to the

classifications prescribed in the Financial Accounting Manual for Mississippi
Municipalities issued by the Office of the State Auditor.

E. Encumbrances

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

F. Cash and Other Deposits (and Cash Equivalents)

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

Cash consists of amounts on deposit in demand accounts and savings accounts. Other
deposits consist of eertificates of deposit. Cash and other deposits are valued at cost.
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Note 1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - C ontinued

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

. Investments

The City 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 time certificates of deposit or interest-bearing accounts
with any financial institution approved for the deposit of state funds; or in any type of
investment permitted by Sections 27-105-33(d) and 27-105-33(e), Miss. Code Ann. (1972},

- For accounting purposes, certificates of deposit and interest-bearing accounts are classified

as cash and other deposits.

. Inventories and Prepaid Items

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

Prepaid iterns, such as prepaid insurance, are nof reported for governmental fund types
since the costs of such items are accounted for as expenditures in the period of acquisition.

Capital Assets

Capital assets are reported at actual or estimated historical cost based on appraisals or
deflated current replacement cost. Contributed assets are reported at estimated fair
value at the time received.

Capitalization thresholds (dollar value above which asset acquisitions are added to the

capital asset accounts) and estimated useful lives of capital assets are reported in the
government-wide statements and proprietary funds. Depreciation is calculated on the
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Note 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

straight-line basis for all assets, except land. The following schedule details those

thresholds:
Capitalization Estimated

Policy Useful Life
Land $ - -
Infrastructure — Roads 25,000 20 years
Infrastructure — Concrete bridges 25,000 50 years
Buildings 25,000 40 years
Building improvements 25,000 20 years
Improvements other than buildings 25,000 20 years
Heavy equipment 5,000 10 years
Mobile equipment 508 5 years
Furniture and equipment 500 3-7 years
Software . 500 3 years

J. Restricted Assets

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

K. Reconciliation of Government-wide and Fund Financial Statements

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

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

L. Compensated Absences

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

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

2 <ECEIVED
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Note 1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES — Continued

M. Property Taxes

Property taxes attach as an enforceable lien on property as of January 1. All unpaid taxcs
become delinquent February 1. The City bills and collects its own property taxes except for
the personal auto, large truck and house trailer taxes that are collected and remitted to the
City by the county tax collector. The City also acts as tax assessor and collector for the
Forest Municipal School District in the same manner as previously mentioned. Collections
for the Forest Municipal School District are remitted monthly as collected to the District.
City property tax revenues are recognized when levied to the extent that they result in
current receivables. The millage rate for the City and School combined for January through
December, 20135, was 71.00 mills. .

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

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

$4,680,943 Base 2013 - 2014 $5,215,998 Taxes collected
2014 - 2015
468,094 10% Incrcase 109.851 Homestead Exemption
- Reimbursements
5,149,037 - 5,329,849 Total Collections
333365 Exempt Collections 152,553 Under Limitations
$5,482,402 Total $5,482,402 Total
. Economie Dependency

Two heavy water users of the Water and Sewer Enferprise Fund accounted for 75% of total
consumption. Revenues are based upon consumptton. These two users produced 62% of
Zross revenue.

. Fair Values of Financial Instruments

The carrying amounts of cash, accounts receivables, other current assets, accounts payable,
accrued expenses and current portion and non-current portion of notes payable approximate
fair value, either because the expected collection or payment period is relatively short or
because the terms are similar to market terms.

-30-




Note I. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES — Continued

P. Budgetary and Budgetary Accounting

The City follows these procedures in establishing the budgetary data reflected in the

financial statements:

l.

Prior to September 1, the Mayor submits to the Board of Aldermen 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.

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

Prior to the adoption of the budget, at least one public hearing is held by the Board of

Aldermen to provide the general public with an opportunity to comment on the taxing
and spending plan incorporated in the proposed budget. The public hearing must be
held with advance notice at least one week prior to the adoption of the budget and must
be held outside normal working hours.

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

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

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

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

Budgets for the various funds are not adopted on a basis consistent with penerally
accepted accounting principles (GAAP) but rather on a modified cash basis as
required by State statutcs. '

Q. Use of Estimates

The preparation of financial statements in conformity with generally accepted
accounting principles requires management to make estimates and assumptions that
affect certain reported amounts and disclosures. Accordingly, actual results could differ
from those estimates.
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Note 1,

Note 2.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES — Continued
R. Due From Other Funds

Short-term amounts owed between funds are classified as “due to/from other funds” and
are considered “available spendable resources”. These amounts are eliminated in the
government-wide financial statements.

S. Comparative Data

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

CASH AND CASH EQUIVALENTS AND INVESTMENTS

Cash and Cash Equivalents

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

The carrying amount of the City’s deposits with financial institutions was $6,728,860.

Investments

Invesiments made by the City that are included on the balance sheet are summarized below.
The investments that are represented by specific identifiable investment securities are
classified as to credit risk by the categories described below: '

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

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

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

Category Carrying Market
Investment Type 1 ps 3 - Amount Value
Certificates of Deposit  $4,339.000 § - § - $4339,000 $4339.000

Note 3. INTERFUND ASSETS/LIABILITIES

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

Due From Due To Net
General Fund
Water and Sewer Enterprise Fund § 36,569 $ -
Payrol!l Clearing Fund 12,382 -
Forest Municipal School District Taxes - 3,078
Municipal Fire Fund 904 -
Court Fines Fund - 8.080
49.855 11,158 $ 38,697
Water and Sewer Enterprise Fund
General Fund — Garbage - 36,569
Payroll Clearing Fund 6,673 -
' 6.673 36,369 (29,896)
Municipal Fire Fund
General Fund - 904 (904)
- 904
Payroll Clearing Fund
Water and Scwer Enterprise Fund - 6,673
General Fund - 12,382
- 19,055 (19,055)
Forest Municipal School District Taxes
General Fund 3.078 -
3,078 - 3,078
Court Fines Fund
General Fund ' 8,080 -
8.080 - 8.080
- Total $ 67686 § 67686 § -
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Note 4. Due From/To Other Governments

Due from other Governments at September 30, 20135, consists of the following:

Due From:

Federal:
--HUD-City Hall
--HUD-Koch project
--COE-WWTT
--FAA-Airport project
--DOJ-Police
--NPS-Exercise Station

State of MS:
-Sales tax
-Airport
-MISA project

Scott County:
-Ad valorem tax

Forest Municipal School District:

-Asphait

Due From Totals

Due To Other Governments at Sepember 30, 2015, consists of the following;

State of MS:
--Bonds

Forest Municipal School District:

--Ad valorem taxes

Due To Totals

Water & Sewer :
Governmental  Enterprises Agcncy :
Fund Fund Funds Total |
$ 2,144 § -3 S8 2,144
2,500 - - 2,500
- 273,019 - 273,019
32,338 - - 32,338/
798 - - 798
5,000 - 5,000 |
42,780 273,019 - 315,799 |
191,381 - - 191,381 ‘
2,549 - . 2,549
4,000 - - 4,000 |
197,930 - 197,930 |
17,822 : 68,922 86,744 |
|
:
33,502 . . 33,502 |
|
292,034 § 273019 § 68922 $ 633,975
|
|
1
|
- 8 - 8,080 $ 8,080 |
|
- - 175,336 175,336 |

- % - 183,416 $ 183,416




Note 5. COMPONENTS OF RESTRICTED ASSETS
Components of restricted assets are as follows:

Governmental Activities

Municipa} Fire Fund $ 188,171
Pretrial Intervention 4,002
. Capital Projects 39547 § 231,720

Business Type Activities
Waste Water Treatment - Heavy users of the
wastewater treatment facilities are billed
separately for their use with the funds
restricted for the purchase of chemicals

and operating and maintenance expenses 777.654
Total $ 1,009.374

Note 6. CAPITAL ASSETS

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

Balance Balance
. 9/30/14 Additions Retirements 9/30/15
Non-depreciable Capita) Assets:
Land $1.158.010 $ - b - $1.158.010
Depreciable Capital Assets:
Infrastructure — bridges 50,605 - - 50,605
Buildings 6,896,308 43,617 - 6,940,015
improvements 4 385,445 - 704,386 . 5,089,831
Mobile equipment 2,271,858 - 44,999 2,226,859
Furniture and fixtures 283,481 10,871 - 294,352
Equipment 1,667,011 548,576 . 2,215,587
Software - 19,252 - - 19,252
Total Depreciable
Capital Assets 15,574,050 1,307,450 44999 16,836,501
Less Accumulated Depreciation:
Infrastructure — bridges 18,218 1,012 - 19,230
Buildings 3,589,838 266,240 - 3,856,078
Mobile equipment 2,101,858 56,724 32,086 2,126,496
Fumiture and fixtures 173,219 23,815 - 197,034
Equipment 1,145,644 172,087 - 1,317,731
Software 17,302 1,276 - 18,578
. Total Accumulated
Depreciation 7.046.079 521,154 32,086 7.535.147

Governmental Activities

Capital Asscts, Net $9,685,98] $ 786296 §12.913 8
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Note 6. CAPITAL ASSETS — Continued

Depreciation expense was charged to the following governmental functions:

General Government:

Airport $ 69,493

Other 17,304
Public Safety: o

Police 94,183

Fire , 32,435
Public Works 117,450
Culture and Recreation:

Library 67,680

Other 122,609

Total depreciation expense 8 521,154

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

Balance

Balance
Q/30/14 Additions  Retiremegts 9/30/15
Non-depreciable Capital Assets:
Land $ 162395 § - 3 - § 162395
Depreciable Capital Assets: '
Machinery and equipment 1,215,822 80,777 - 1,296,589
Water plant 6,345,384 - - 6,345,384
Waste treatment plant 26,182,670 732,521 - 26915191
Total Depreciable :
Capital Assets 33,743,876 813,298 - 34557174
Less Accurnulated Depreciation:
Machinery and equipment 1,000,959 76,209 - 1,077,168
Water plant 4,653,763 104,819 - 4,758,582
Waste treatment plant 12,385.424 660,250 - 13,045,674
Total Accumulated '
Depreciation 18,040,146 841.278 - 18,881,424
Total depreciable
capital assets, net _15,703,730 (27.980) - 15,675,750

Proprietary activities

capital assets, net $15.866,125 § (27.980) § - $15,838.145

Depreciation expense charged to the enterprise fund totaled $841,278.
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Note 7. GOVERNMENTAL FUND BALANCES

Note 8.

Non-spendable — These are assets that are not expected to be converted to cash; not in
spendabie form.

Restricted - These amounts are externally constricted by grantors and
contributors.

Assigned - These are amounts that are intended by the City to be used for a particular
purpose. but are neither restricted or committed.

The Board of Aldermen is officially authorized to assign amounts to a specific purpose.

Unassigned — These are amounts that are not constrained and can be used for any general
purpose of the City.

The City considers restricted amounts to have been spent prior to unassigned amounts and
assigned amounts to have been spent prior to unassigned amounts.

DEFINED BENEFIT PENSION PLAN

General Information ahout the Pension Plan

Defined Benefit Pension Plan. For purposes of measuring the net pension Hability, deferred
outflows of resources and deferred inflows of resources related to pensions, and pension expense,
information about the fiduciary net position of the Public Employees’ Retirement System of
Mississippi (PERS) and additions to/deductions from PERS’s fiduciary net position have been
determined on the same basis as they are reported by PERS. For this purpose, benefit payments
(including refunds of employee contributions) are recognized when due and payable in
accordance with the benefit terms. Investments are reported at fair value.

Plan Description. The City of Forest contributes to the Public Employees’ Retirement System of
Mississippi (PERS), a cost-sharing multiple-employer defined benefit pension plan. PERS
provides retirement and disability benefits, annual cost- of-lmng 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 Employees' Retirement System, PERS

Building, 429 Mlss1551pp1 Street Jackson, M8 39201-1005 or by calling 601 359-3589 or 1-
800-444-PERS.

Benefits Provided. Membership in PIIRS is a condition of employment granted upon hiring for
qualifying employees and officials of the State of Mississippi, state universities, community and
junior colleges, local school districts, counties and municipalities. For those persons employed
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Note 8. DEFINED BENEFIT PENSION PLAN — (CONTINUED)

by political subdivisions and instrumentalities of the State of Mississippi, membership is
contingent upon approval of the entity’s participation in PERS by the PERS Board of Trustees. If
approved, membership for the entity’s employees is a condition of employment and eligibility is
granted to those who qualify upon hiring. Participating members who are vested and retire at or
after age 60 or those who retire regardless of age with at least 30 years of creditable service (25
years of creditable service for employees who became members of PERS before July 1, 2011) are
entitled, upon application, to an annual retirement allcwance payable monthly for life in an
amount equal to 2.00% of their average compensation for each year of creditable service up to
and inciuding 30 years (25 years for those who became members of PERS before july 1, 2011),
plus 2.50% for each additional year of creditable service with an actuarial reduction in the benefit
for each year of creditable service below 30 years of the number of years in age that the member
is below 65, whichever is less. Average compensation is the average of the employee’s earnings
during the four highest compensated years of creditable service. A member may elect a reduced
retirement allowance payable for life with the provision that, after death, a beneficiary receives
benefits for life or for a specified number of years. Benefits vest upon completion of eight years
of membership service (four years of membership service for those who became members of
PERS before July 1, 2007). PERS also provides certain death and disability benefits. In the
event of death prior to retirement of any member whose spouse and/or children are not entitled to

aretirement allowance, the deceased member’s accumulated contributions and interest are paid to
the designatcd beneficiary.

Contributions. PERS members are required to contribute 9.00% of their annual covered salary
and the employer is required to contribute at an actuarially determined rate. The rate at
June/September 30, 2015 was 15.75% of annual covered payroll. The contribution requirements

of PERS members are established and may be amended only by the State of Mississippi
Legislature.

"The City of Forest’s employer contributions to PERS for the years ended September 30, 2015,
2014 and 2013 were $434,255, $425,977 and $379,525, respectively, equal to the required
contributions for each year.

Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred
Inflows of Resources Related to Pensions

At September 30, 2015, the City of Forest reported a liability for their proportionate share of the
net pension liability. The net pension liability was measured as of June 30, 2015, and the total
pension liability used to calculate the met pension liability was determined by an actuarial
valuation as of ihat date. The city’s proportion of the net pension liability was baséd on a
projection of the city’s term share of contributions to the pension plan relative to the projected
contributions of all participating employers, actuarially determined. At June 30, 2015, the City’s

proportion was .044460%, which was an increase of .00089% from tts proportion measured as of
June 30, 2014.
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Note 8. DEFINED BENEFIT PENSION PLAN - (CONTINUED)

For the year ended September 30, 2015, the City of Forest recognized pension expense of

$1,160,272.

At September 30, 2015, the City of Forest reported as components of pension expense, deferred

outflows of rcsources and deferred inflows of resources from the following sources:

Deferred - Deferred
CITY OF FOREST Qutflows Inflows
of Resources of Resources
Difference between expected and actual experience $ 105,766 A -
Net difference between projected and actual earnings
on pension plan investments 402,123 -
Changes in assumptions 392,054 - -
Changes in proportion and differences berween
entity contributions and proportionate share of
contributions 76,059 -
Entity contributions subsequent to the measurement date __ 107,997 -
Total 51283999 $__ -
These amounts will be amortized as follows: '
: ‘ General
Year ended June/September 30 Government
2016 $ 377,497
2017 377,497
2018 304,584
2019 116,424
Total $1.,176,002

$107,997 reported as deferred outflows of resources related to pensions resulting from the City’s
contributions subsequent to the measurement date will be recognized as a reduction to the net

pension liability in the year ended September 30, 2016.

Actuarial assumptions, The total pension liability in the June 30, 20135, actuarial valuation was
determined using the following actuarial assumptions, applied to all pcriods included in the

measurement.
Inflation 3.0 percent
Salary increases 3.75 — 19.00 percent, including inflation
Investment rate of return 7.75 percent, net pension plan investment expense,
including inflation
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Note 8. DEFINED BENEFIT PENSION PLAN - (CONTINUED)

Mortality rates were based on the RP-2014 Health Annuitant Blue Collar Table Projected with
Scale BB to 2016, set forward one year for males.

The actuarial assumption used in the June 30 2015, valuation was based on the results of an
actuarial experience study for the pension July 1, 2010 to June 30, 2014, The experience reportis
dated May 4, 2015.

The long-term expected rate of return on pension plan investments was determined using a
log-normal distribution analysis in which best-estimate ranges of expected future real rates of
return (expected nominal returns, net of pension plan investment expense and the assumed rate of
inflation) are developed for each major asset class. These ranges are combined to produce the
long-term expected rate of return by weighting the expected future rates of return by the target
asset allocation pereentage and by adding expected inflation. The target asset allocation and best
estimates of arithmetic real rates of return for each major asset class are summarized in the

following table:
Long-term

Target Expected Real
Asset Class Allocation Rate of Return
U. 8. Broad 34.00 % 520 %
International Equity 15.60 5.00
Emerging Markets Equity 8.00 5.45
Fixed Income 20.00 0.25
Real Assets 10.00 4.00
Private Equity 8.00 6.15
Cash 1.00 (0.50)

Total IQQ,QO %

Discount Rate. The discount rate used to measure the total pension liability was 7.75%. The
projection of cash flows used to determine the discount rate assumed that plan member
contributions will be made at the current contribution rate (9.00%) and that employer
contributions will be made at the current employer contribution rate (15.75%). Based on those
assumptions the pension plan’s fiduciary net position was projected to be available to make all
projeeted future benefit payments of current plan members. Therefore, the long-term expected
rate of return on pension plan investments was applied to all pcnods of projected benefit
payments to determine the total pension liability.
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Note 8. DEFINED BENEFIT PENSION PLAN ~ (CONTINUED)

Note 9.

Sensitivity of the entity’s proportionate share of the net pension liability to changes in the
discount rate. The following table presents the City’s share of the net pension liability of the
cost-sharing plan, calculated using the discount rate of 7.75%, as well as what the entity’s net
pension liability would be if it were calculated using a discount rate that is 1-percentage-point
lower (6.75%) or 1-percentage-point higher (8.75%) than the current rate:

1% Decrease Current Discount 1% Increase
{6.750%) Rate (7.75%) _ . _{(8.75%)
City’s net pension liability $9,058,768 $6,872,639 £5,058,561

Pension plan fiduciary net position. Detailed information about the pension plan’s fiduciary net
position is available in the separately issued PERS financial report.

RISK MANAGEMENT

The City is exposed to various risks of loss related to torts; theft of, damage to, and destruction
of assets; errors und omissions; injuries to employees; and natural disasters.

Except as described below, the City carries commercial insurance for these risks. Seitled claims

resulting from these insured risks have not exceeded commercial insurance coverage in any of
the past three fiscal years.

Participation in Public Entity Risk Pool:

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

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

the pool and ecach of the employers comprising the group to meet the workers® compensation
obligations of each member.

The City’s agreement with the two entities provides that the entities will be self-sustaining

through premiums and will provide $500,000 per occurrence coverage for lost liability under
automobile and general liability and $1,000,000 statutory workers’ compensation protection.

RECEIvED
JUN 09 2016
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Note 10,

Note 11.

Note 12.

OPERATING LEASES

During the current year, the City was leasing six (6) pieces of equipment for 36 months.
Maturity dates range from May 26, 2015, to May 28, 2018. At the end of the lease terms,
the equipment is returned to the lessor or purchased at specified amounts, which
approximate fair market value. Historically, the City has returned the equipment after

the initial lease term. Monthly payments range from $577 per month to $2,150 per month,
totaling $10,399 per month. In the fiscal year ended September 30, 2015, the City paid
lease payments of $95,480.

Minimum loan payments over the next 5 years are as follows:

September 30,
2016 $ 54,976
2017 30,588
2018 14.077

CHANGE IN ACCOUNTING STANDARD

In June, 2012, the GASB issued Statements No. 68 end 71, Accounting and Financial
Reporting for Pensions. These statements establish standards for measuring and
recognizing liabilities, deferred outflows of resources, deferred inflows of resources and
expenses. For defined benefit pensions, note disclosure and required supplementary
information requirements about pensions also are addressed. These statements are effective
for fiscal years beginning after June 15, 2014.

PRIOR PERIOD ADJUSTMENT
State of Activities

Explanation Amount
GOVERNMENTAL ACTIVITIES

Implementation of GASB 68 and 71:

Net pension liability (9/30/2014) $3,838,708
Deferred outflows-contributions made during : :
fiscal year 2014 ' (313.221)

Total prior year adjustments related to

GASB 68 & 71 $3,575,487




N ote 12. PRIOR PERIOD ADJUSTMENT - (CONTINUED)

Explanation Amount
BUSINESS TYPE ACTIVITIES

Implementation of GASB 68 and 71:

Net pension liability (9/30/2014) $1,399,892
Deferred outflows-contributions made during
fiscal year 2014 (112.756)

Total prior year adjustments related to

GASB 68 & 71 ‘ $1,287,136

Effect of Deferred Amounts on Net Position.

The City of Forest’s unrestricted net position amount of ($1,010,835) includes the effect of
deferring the recognition of expenses resulting from a deferred outflow from pensions. The
$1,283,999 balance of deferred outflow of resources at September 30, 2015 will be recognized
as an expense and will decrease the unrestricted net position over the next three years.

Note 13, COMMITMENTS AND CONTINGENCIES
Grant Audit
The City receives Federal grants for specific purposes that are subject to review and audit by
Federal agencies. Such audits could result in a request for reimbursement by the Federal

Government for expenditures disallowed under the terms and conditions of the appropriate
agency. Inthe opinion of the City management, such disallowance, ifany, will not be significant.

Note 14, Subsequent Events

Management has evaluated subsequent events through June 6, 2016, the date of which the
financial statements were available to be issued.
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CITY OF FOREST

BUDGETARY COMPARISON SCHEDULE FOR THE GENERAL FUND
FOR TIE YEAR £WDED SEPTEMBER 30, 2015

Revenues
General property taxes
Penalties & interest on delinquent taxes
School Advalorem collection fee
Licenses and permits
Franchise taxes on utilities
Federal and state shared revenues
Charges for services
Fines and forfeitures
Donations
Interest income
Miscellaneous

Total Revenues

Expenditures
General government
Public safety
Streets and sanitation
Culture and recreation
Total Expenditures

Excess of Revenues
Over (Under) Expenditures

Other Financing Sources (Uses)
Sale of equipment
Sale of Land
Transfers out
Total Other Financing Sources
Nei Change in Fund Balances

Fund Balance, October 1, 2014

Fund Balance, September 30, 2015

Schedule la

Yariance with

Budpet Amounts Actual Final Budget
Origlnal Floal (GAAP Basis) Over (under)
$ 683,575 § 683,575 § 609,226 % (74,349)
25,000 25,000 42,091 17,091
39,162 39,162 39,162 -
96,600 96,600 55,149 (41,451)
400,000 400,000 430,628 30,628
2,659,000 2,659,000 2,515,905 (143,035)
482,500 482,500 474,573 (7,927)
252,000 252,000 197,694 (54,306}
- - 9,679 9,679
30,000 30,000 17,316 (12,084}
65,500 65,500 _5,390 {59,610)
4,733,337 4,733,337 4,397,373 (335,964)
054,895 634,895 506,485 148,410
2,007,093 2,007,093 1,797,657 209,436
1,639,400 1,639,400 1,402,162 237,238
436,945 449,949 516,703 {66,754)
4,738,337 4,731,337 4,223,007 528,330
{5,000) _ {18,000) 174,366 192,366
2,500 2,500 4,921 2,421
2,500 2,500 5,400 2,900
- - _ {165,928) {165,928)
5,000 5,000 (155,607} (160,607)
- (13,000) 18,759 31,759
4,317,533 4,317,533 4,317,533 -
$ 4317533 8 4,304,533 % 4,336,292 % 31,759
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CITY OF FOREST

BUDGETARY COMPARISON SCHEDULE FORPROPRIETARY FUND

FOR THE YEAR ENDED SEPTEMBER 30, 2015

Operating Revenue:
Charges for services

Operating Expenses:
Personal Services
Maintenance, operations, and
contractual services
Materials and supplies
Utilities
Depreciation

Total Operating Expenses

Operating Income (Loss)
Nonoperating Revenues (Expenses):

Grant Revenue

Miscellaneous

Interest income

Gain on sale of equipment

Total Nonoperating Revenues (Expenses}
Transfers In
Net Income

Net position, October 1, 2014

Net position, September 30, 2015

Schedule 1b

Variance with

Budget Amounts Actual Final Budget
Original Final _{GAAP Basis)  Over (under}
3,301,800 3,301,800 3,208,057 {93,743
1,124,350 1,124,350 1,182,294 (57,944)
142,217 142,217 259,002 {116,785}
869,983 869,983 461,740 408,243
1,168,750 1,168,750 B10,437 358,313
- - 841,278  (841,278)
3,305,300 3,305,300 3,554,751 (249,451)
{3,500} (3,500 {346,694)  (343,194)
- - 820,259 820,259
3,000 3,400 9,574 6,574
500 500 1,721 1,221
- - 5,748 5,748
3,500 3,500 837,302 §33,802
- - 490,608 490,608
16,307,459 16,307,459 16,307,459 -
16,307,459 16,307,459 16,798,067 490,608
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CITY OF FOREST
Schedule of Pension Contributions
PERS
Last 10 Fiscal Years

Government
2018

Contractually required contribution - 3 434,255
Contributions in relation to the contractually

required contribution ' 434,255
Contribution defieiency (excess) 3 -
Entity's covered-employee payroll $ 2,757,175
Contributions as a percentage of covered employee payroll 15.75%

The notes to the required supplementary information are an integral part of this schedule.
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CITY OF FOREST
Schedule of Proportionate Share of the Net Pension Liability
PERS ‘
Last 10 Fiscal Years*

Government
2015

Forest's proportion of the net pension liability $ 6,872,639
Forest's proportionate share of the new pension liability (asset) 0.044460
Forest's covered-employee payroll $ 2,751,175
Forest's proportionate share of the net pension liability

as a percentage of its covered-employee payroll 249.263794%
Plan fiduciary net position as a percentage of the total pension liability 61,703983%

The notes to the required supplementary information are an integral part of this schedule.
* The amounts presented for each fiscal year were determined as of the measurement date of

6/30 of the year prior to the fiscal year presented.

This schedule is presented to illustrate the requirement to show information for 10 years.
However, GASB 6 was implemented in FYE 6/30/15, and, untit a full 10 year treds is compiled,
the entity has only presented information for the years in which information is available,
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CITY OF FOREST, MISSISSIPPI
NOTES TO THE REQUIRED SUPPLEMENTARY INFORMATION
FOR THE YEAR ENDED SEPTEMBER 30, 2015

Budgetary Comparison Schedule

(1) Basis of Presentation.

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

(2) Budget amendments and revisions.

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

for capital outlay, election expenses and payments of emergency

warrants. A budgetary comparison is presenied for the general

fund and proprietary fund consistent with accounting principles generaily
accepted in the United States of America,
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ASSETS

Cash

Investments

Accrued interest receivable
Due from other funds

Taxes receivable

Due from other governments

Total Assets

LIABILITIES

Payroll taxes payable

Due to State of Mississippi

Due to Forest Municipai
School District

Due to other funds

Refundable bond fees

Total Liabilities

Net position held in trust

CITY OF FOREST, MISSISSIPPI
STATEMENT OF FIDUCIARY
NET POSITION-FIDUCIARY FUNDS

September 30, 2015
Agency Funds
Farest
Manieipal Library
Payroll Court School Distr. Expendable
Clearing Fines Taxes Trust Tatal
$ 29,298 § 45335 % 1§ 492 & 75,126
- - - 38,000 38,000
- - - 8 §
- 8,080 3,078 - 11,158
- - 103,335 - 103,335
- - 68,922 - 68,622

$ 29298 § 53415 $ 175,336

$ 385060 § 296,549

$ 10237 % - 8 - § - £ 10,237
- 8,080 - - 8,080

- - 175,336 - 175,336

19,055 - - - 19,055

- 45,335 - - 45,335

29,292 53,415 175,336 - 258,043

$ 6 & - 3§ - % 38500 § 38,506

The notes to the financial statements are an integral part of this stalement,
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CITY OF FOREST, MISSISSIPPI
STATEMENT OF CHANGES IN FIDUCIARY NET POISITION

FIDUCIARY FUND
September 30, 2015
Library
Payroll Court Expendable
Clearing Fines Trust Total
Additions
Trust receipts $ - $ - $ 6,955 % 6,955
Interest income - - 146 117
Total additions - - 7,101 6,674
Deductions - - - -
Total deductions - - - -
Changes in net position - - 7,101 6,674
Net position held in trust:
Beginning of year - 31,399 24,731
End of year $ $ - % 38,500 $ 38,506
The notes to the financial statements are an integral part of this statement.
-52.
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CITY OF FOREST, MISSISSIPFI
SCHEDULE OF SURETY BONDS FOR MUNICIPAL OFFICIALS

September 30, 2015

Name Pasition Surety Amount
Nancy Chambers Mayor Travelers $ 50,000
Will Jones Chief of Police CNA Surety 50,000
Employees (6) Police Dispatchers CNA Surety 50,000

{8) Office Clerks CNA Surety 50,000

(1} Fire chief CNA Surety 40,000

(12) Police Officers CNA Surety 25,000

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

Tax Collector Travelers 50,000
Matt Alford Alderman Travelers 100,000
Harry Robinson Alderman Travelers 100,000
James Clark Alderman Travelers 100,000
Cynthia Melton Alderman Travelers 100,000
Allan Atkinson Alderman Travelers 100,000
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REPORTS ON COMPLIANCE AND INTERNAL CONTROL
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TONY CHANCE & COMPANY
A PROFESSIOMNMAL CORPORATION
CERTIFIED PUBLIC ACCOUNTANTS
B14-A AIRPORT ROAD
FOREST, MISSISEIPE| 28074

€01/469-1414
MEMBEER FAX 6D1/460-0316 MEMBER
AMERICAN INSTITUTE MISS|SSIPRI SQCIETY OF CERTIFIED
CERTIFIED PUBLIC ACCOUNTANTS PUBLIC ACCDUNTANTS

INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL
OVER FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED
ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS

Honorable Mayor and Board of Aldermen
City of Forest, Mississippi

We have audited, in accordance with the auditing standards generally accepted in the United States of
America and the étaqdards applicable to financial audits contained Government Auditing Standards issued
by the Comptroller General of the United States, the financial statements of the governmental activities,
the business-lype activities, the aggregate discretely presented component units, each major fund, and the
aggregate remaining fund information of the City of Forest, Mississippi, as of and for the year ended
September 30, 2015, and the related note to the financial statements, which collectively comprise the City
of Forest, Mississippi’s basic financial statements and have issued our report thereon dated June 6, 2016,

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the City of Forest,
Mississippi’s internal control over financial reporting (internal control) to determine the audit procedures
that are appropriate in the circumstances for the purpose of expressing our opinions on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of the City of Forest,
Mississippi’s internal control. Accordingly, we do not exprcss an opinion on the effectiveness of the City
of Forest, Mississippi's internal control.

Qur consideration of internal control was for the limited purpose described in the preceding paragraph and
was not designed to identify all deficiencies in internal control that might be material weaknesses or
significant defioiencies and therefore, or material weaknesses or significant deficiencies may exist that
were not identified. However, as described in the accompanying schedule of findings and questioned costs,
we identified any deficiencies in internal control that we consider to be material weaknesses, and
significant deficiencies.
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Mayor and Board of Aldermen
City of Forest, Mississippi
Page 2

A deficiency in infernal 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 and correct, misstatements on a timely basis. A material weakness is a deficiency, or a combination
of deficiencies, ininternal control such that there is a reasonable possibility that & material misstatement of
the entity’s financial statements will not be prevented, or detecied and corrected on a timely basis. We
consider the deficiencies described in the accompanying schedule of findings and questloned costs to be
material weaknesses (Findings 2015-1 and 2015-2.)

A significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is lcss
severe than a material weakness, yet important enough to merit atlention by those charged with governance.
We consider the deficiencies described in the accompanying schedule of findings and questioned costs to
be significant deficiencies. (Findings 2015-1 and 2015-2.)

Compliance and Other Matters

As part of obtaining rcasonable assurance about whether the City of Forest, Mississippi’s financial
statements are free from material misstatement, we performed tests of its compliance with certain
provisions of laws, regulations, contracts and grant agreements, noncompliance with which could have a
direct and material effect on the determination of financial statement amounts. However, providing an
opinion on compliance with those provisions was not an objective of our audit and, accordingly, we do not
express such an opinion. The results of our tests disclosed no instances of noncompliance or other matters
that are required to be reported under Government Auditing Standards.

City of Forest, Mississippi’s State Response to Findings

City of Forest, Mississippi's response to the findings identified in our audit is described in the
accompanying schedule of findings and questioned costs. City of Forest, Mississippi’s response was not
subjected to the auditing procedures applied in the audit of the financial statements and, accordingly, we

€xpress no opinion on it.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance
and the results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal
control or on compliance, This report is an integral part of an audit performcd in accordance with
Government Auditing Standards in considering the entity’s internal control and compliance. Accordingly,
this communication is not suitable for any other purpese.

Tony Chance & Company
Forest, Mississippi VLT ST
Tune 6,2016 evbivew

-56- JUN 09 2018




TONY CHANCE & COMPANY
A PROFESSIONAL CORFORATION
CERTIFIED PUBLIC ACCOUNTANTS
E14-A AIRPORT RDAD
FOREST, MISSISSIPPI 38074
601/469-1414

MEMBER FAX B01/462-0318 MEMBER
AMERICAN INSTITUTE MISS|581PPI SOCIETY OF CERTIFIED
GERTIFIED PUBLIC ACCOUNTANTSE PUBLIC ACCOUNTANTS

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

Honorable Mayor and Board of Aldermen
City of Forest, Mississippi

We have audited the {inancial statements of the governmental activities, the business-type activities,
each major fund and the aggregate remaining fund information of the City of Forest, Mississippi as of
and for the year ended September 30, 2015, which collectively comprise the City of Forest,
Mississippi’s basic financial statements and have issued our report thereon dated June 6, 2016. We
have conducted our audit of compliance in accordance with auditing standards generally accepted in
the United States of America and 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 to test compliance with certain state laws and regulations.
However, providing an opinion on compliance with state laws and regulations was not an objective of
our audit and, accordingly, we do not express such an opinion.

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

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

/

Tony Chance.& Company
Forest, Mississippi
June 6, 2016
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TONY CHANCE & COMPANY
A PROFESSIONAL CORPORATION
CERTIFIED PUBLIC ACCOUNTANTS
514-A AIRPORT ROAD
FOREST, MISSISSIPPI 38074
£01/469-1414 .
FAX 601/469-0316 . MEMBER
MISSISSIPPI SOCIETY OF CERTIFIED
PUBLIC ACCOUNTANTS

MEMBER
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INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE FOR EACH MAJOR PROGRAM
AND ON INTERNAL CONTROL OVER COMPLIANCE REQUIRED BY OMB CIRCULAR A-133°

Honorable Mayor and Board of Aldermen
City of Forest, Mississippi

Report on Compliance for Each Major Federal Program

We have audited City of Forest, Mississippi’s compliance with the types of compliance requirements

described in the OMB Circular A-133 Compliance Supplement that could have a direct and material effect
on cach of City of Forest, Mississippi’s major federal programs for the year ended September 30, 2015,

City of Forest, Mississippi’s major federa! programs are identified in the summary of auditor’s results

section of the accompanying schedule of findings and questioned costs.
Management’s Responsibility

Management is responsible for compliance with the requirementsof laws, regulations, contracts, and grants
applicable to its federal programs. :

Auditor’s Responsibility

Qur responsibility is to express an opinion on compliance for each of City of Forest, Mississippi’s maj-or .

federal programs based on our audit of the types of compliance requirements referred to above. We
conducted our audit of compliance in accordance with auditing standards generally accepted in the United
States of America; the standards applicable to financial audits contained in Government Auditing

Standards, issued by the Comptroller General of the United States; and OMB Circular A-133, Audits of -

States, Local Governments, and Non- Profit Organizations, Those standards and OMB Clrcular A-133
require that we plan and perform the audit to obtain reasonable assurance about whether noncompliance
with the types of compliance requirements referred to above that could have a direct and material effect on
a major federal program occurred. An audit includes examining, on a test basis, evidence about City of

Forest, Mississippi's compliance with those requirements and performing such other procedures as we

considered necessary in the circumstances.

We believe that our audit provides a reasonable basis for our opinion on compliance for each major fzderal

program. However, our audit does not provide a legal determination on City of Forest, Mississippi’s .

compliance.
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Opinion on Each Major Federal Program

In our opinion, City of Forest, Mississippi, complied, in all material respects, with the compliance
requirements referred to above that could have a direct and material effect on each of its major federal
programs for the year ended September 30, 2015. o

Report on Internal Control Over Compliance

Management of City of Forest, Mississippi, is responsible for establishing and maintaining effective
internal control over compliance with the types of compliance requirements referred to above. In planning
and performing our audit of compliance, we considered City of Forest, Mississippi's internal ¢ontrol over
compliance with the types of requirements that could have a direct and material effect on cach major
federal program to determine the auditing procedures that are appropriate in the circlimstances for the
purpose of expressing an opinion on compliance for each major federal program and to test and report on
internal control over compliance in accordance with OMB Circular A-133, but not for the purpose of
expressing an opinion on the effectiveness of internal control over compliance. Accordingly, we do not
express an opinion on the effectivencss of the City of Forest, Mississippi’s internal control over
compliance.

Qur consideration of internal control over compliance was for the limited purpose described in the
preceding paragraph and was not designed to identify all deficiencies in internal control over compliance
that might be material weaknesses or significant deficiencies and therefore, material weaknesses or
significant deficiencies may exist that were not identified. However, as discussed below, we identified
certain deficiencies in internal control over compliance that we consider to be material weaknesses and
significant deficiencies.

A deficiency in internal control over compliance exists when the design or operation of a control over
compliance does not allow management or employees, in the normal course of performing their assigned
functions, to prevent, or detect and correct, nencompliance with a type of compliance requirement of a
federal program on a timely basis. A material weakness in internal control over compliance is a
deficiency, or combination of deficiencies, in internal control over compliance, such that there is a
reasonable possibility that material noncompliance with a type of compliance requirement of a federal
program will not be prevented, or detected and corrected, on a timely basis. We consider the deficiencies
in internal control over compliance described in the accompanying schedule of findings and questioned
costs as items (Findings 2015-1 and Findings 2015-2) to be material weukmesses.

A significant deficiency in internal control over compliance is a deficiency, or a combination of
deficiencies, in internal control over compliance with a type of compliance requirement of a federal
program that is less severe than a material weakness in internal control over compliance, yet important
enough to merit attention by those charged with governance. We consider the deficiencies in intemal
control over compliance described in the accompanying scheduleof findings and questioned costs as items
(Findings 2015-1 and Findings 2015-2) to be significant deficiencies.

-60-




Mayor and Board of Aldermen
City of Forest, Mississippi i
Page 3 [

City of Forest, Mississippi’s response to the internal control over compliance findings identified in our
audit is described in the accompanying schedule of findings and questioned costs. City of Forest,
Mississippi’s response was not subjected to the auditing procedures applied in the audit of compliance and, J
accordingly, we express no opinion on the response. |

The purpose of this report over compliance is solely to describe the scope of our testing of internal control
over compliance and the resulls of that testing based on the requirements of OMB Circular A-133.
Accordingly, this report is not suitable for any other purpose.

Tony Chance and Company
Forest, Mississippi
June 6, 2016
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CITY OF FOREST, MISSISSIPPI
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

September 30, 2015
Catalog of Pass-though
Federal Domestic Entity Federal
Federal Agency/Pass-through Entity/Program Title  Assistance Number Number Expenditares
U. S. Depariment of Defense
U.S Army Corp of Engineers
Direct Program:
Upgrade Industrial Wastewater Treatment Facility 12.431,. Section 592 Program 3 318,359
Upgrade Industrial Wastewater Treatment Facility -
Slope 12.431 Section 592 Program 332,924
L. 8. Depargmnent of Housing and Urban Development
Mississippi Development Authority Community Develop-
ment Block Grant:
Upgrade Tndustrial Wastewater Treatment Facility 14.228 1127-10-186-ED-01 99,004
Access Roed Improvements-Koch Foods of M8 14.228 1130-13-186-ED-01 399,547
ADA improvements to City Hall 14.228 1126-09-186-PF-01 25,136
Federal Aviation Authority
Mississippi Department of Transportation
Atrport Improvement Program 20.106 3-28-0026-010-2014 35,182
Airport Improvement Program 20.106 3-28-0026-011-2015 18,070
UJ. S, Department of Interior
Mississippt Wildlife and Fisheries _
Land and Water Conservation Fund - Splash Pad 15.916 LWCF #28-00622 100,000
U,_S, Department of Justice
Mississippi Department of Public Safety
JAG grant 16.607 15-0404-0-1-754 1,862
§ 1,330,084
Notes to the Schedule

This schedule was prepared using the same basis of accounting and the same significant accounting policies.
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CITY OF FOREST, MISSISSIPPI
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
Year Ended September 30, 2015

SUMMARY OF AUDITOR’S RESULTS

1.

8.

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

Two significant deficiencies in internal control were disclosed during the audit of the financial
statements and are reported in the report on internal control over financial reporting and on
compliance and other matters based on the audit of financial statements performed in

accordance with Governmental Auditing Standards. These conditions are also reported as
material weaknesses. ' o _

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

No reportable conditions related to the audit of the majer federal award programs are reported
in the “Report on Compliance with Requirements Applicable to Each Major Program and
Internal Control Over Compliance In Accordance with OMB Circular A-133".

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

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

The programs tested as major programs were:

- U. S. Department of Defense, U. 8 Army Corps of Engineers CFDA# 12.431, Upgrade
Industrial Wastewater Facility.

- U. 8. Department of Defense, U. S Army Corps of Engineers CFDA# 14.228, Upgrade
Industrial Wastewater Facility, slope project.

- U. S, Department of Housing and Urban Development, CFDA# 14.228, Upgrade
Industrial Wastewater Facility — Access road, Koch Foods of MS

The threshold used for distinguishing between Type A and Type B programs was $300,000.
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CITY OF FOREST, MISSISSIPPI
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
Year Ended September 30, 2015

FINDINGS — FINANCIAL STATEMENT AUDIT
SIGNIFICANT DEFICIENCY/MATERIAL WEAKNESS -

2015-1

2015-2

As part of the audit, management requested us to calculate depreciation and make certain
accrual basis adjusting entries so the financial statements could be prepared in conformity
with United States generally accepted accounting principles. We reviewed the adjustments

“with management and management accepted responsibility for the adjustments. The.

absence of the ability to perform this control procedure is considered a material weakness
because the potential exists that a material misstatement of the financial statements could
occur and not be prevented or detected by the City’s internal control.

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

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

City's Response

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

FINDINGS AND QUESTIONED COSTS

Nane
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