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| I_NDEPENDENT AUDI.TOR'S REPQRT ON THE BASIC FINANCIAL STATEMENTS

To the Board of Directors .
Mississippi Business Finance Corporatlon
. Jackson MlSSISSlppi

r Report on the Financial Statements . :
‘We have audlted the acoompanylng basic financial statements of Mississippi Busrness F!nance

o Corporation, a component unit of the State of Mississippi, which comiprise the statement of net

~ position-as of June 30, 2015, and the related staternent of revenues, -expenses and changes in -
- net position and statement- of cash flows for the year then ended-and the related notes to. the
~financial statements : :

,Management’s Responsmﬂrty for the Frnancral Statements

. Management . is respon5|b[e for the preparatlon and fair presentatlon of these fmanmai_'
" statements in accordance with accounting - principlés generally accepted in the United: States of
* America; this includes the design, implementation, and maintenarice of internal control relevant
to the preparation and fair presentation of flnanmal statements that are free from materlal'
misstatement, whether due to fraud or error:

" Auditor’s Responsrbrhty

Qur responS|blI|ty is to express an oplmon on these flnanclal 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

o Audrtmg 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 materlal mlsstatement : ! .

‘An audlt mvolves performmg procedures to obtaln audit ewdence 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 mateftial ‘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 presentatlon 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. ‘We belleve that the audit e\ndenoe we have obtalned '
is. suff|0|ent and approprlate tfo prowde a baS|s for our audlt opmlon - :

130 Fountalns Boulevard Sulte 100 - Mad;lson MlSSlSSlppl 39110 _
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Opinion

"~ In our opinion, the basrc fmancral statements referred to- above present fairly, in. all matenal'

~respects, the respective - net posrtlon of M|ssrss:pp| Busmess Finance Corporatlon as of‘
June 30, 2015, and the respective changes in net position, .and cash flows thereof for the year .

then ended in accordance wrth acoountlng pnncrples generally accepted in the United States of

o Amerlca

: OtherMatters .

. Accountmg pr|n0|ples generally accepted in the Unrted States of Amenca requrre that the

‘ .managements discussion and analysis, the Schedule of the Corporation’s Proportionate Share

- of the Net Pension Liability, and the Schedule of the Corporation's Contributioris on pages 5 -
“through 9, 28, and 29, respectively, be presented to supplement the basic financial statements.
~Such mformatlon 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
reportlng for placrng the basic financial ‘statements in an approprlate operational, economic, or
historical context. We' have apptled certain limited procedures to the required supplementary
information in ‘accordance with alditing standards generally accepted in theé 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 riot express an opinion or provide any assurance on the .
information because the limited procedures do not provrde us Wlth sufﬁcrent evrdence to: express

an oplnlon or: prowde any assurance. : R - : _

' Other Reportmg Requ:red by Government Audrtmg Standards

~In accordance with- Government Audrtmg Standards, we have also issued- our report dated"
October 7, 2015, on our conS|derat|on of Mississippi Business Finance Corporat|on s internal .

- control over fmanmal reporting and on our tests of its compliance with certaln 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 infernal 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 MlSSlSSlppl Busmess Flnance Corporatlon s
|nternal control over flnanoral report[ng and comptlanoe P : -

" October 7, 2015 )
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' MISSISSIPPI BUSINESS FINANCE CORPORATION
S A Compone'nt-u_nit of the St’a_t,é_beiséissippi';;. |
MANAGEMENT'S DISCUSSION AND ANALYSIS

~ This section of. the Mississippi Business Finance Corporation's ("MBFC," - the -
“Corporation”) audit. report presents our discussion and analysis of the Corporation’s
financial performance during the fiscal year that ended- on June 30, 2015. “Please read it
:in conjunction with the Corporation’s financial statements; which follow this section.

 OVERVIEW OF THE FINANCIAL STATEMENTS |

-MBFC is a not-for-profit public corporation that administers a variety of finance programs
~ designed to assist business and:-industry -in: locating or ‘expanding in the. State of
.- Mississippi (the "State"). - The Corporation was established in 1983 pursuant to MS Code
" Section 57-10-167. MBFC works with other public entites and the private sector to

coordinate efforts to stimulate both commercial and industrial development.. -

.~ MBFC is an independent public body and the powers conferred upon the Corporation
-are vested in the Board of Directors of MBFC (“Board”) and in no other state agency
(House' Bill 781,. 2001 Regular- Session). * MBFC “has.been determined to be a -

component unit of the State. B - T L

Funds are accounting devices that state a.nd‘ local political subdivisions. use fo keep R

track of specific sources of funding and spending for particular purposes. Activities the
political subdivision.operates like businesses are accounted for in proprietary funds. .
‘Proprietary fund reporting focuses on the determination of net position, operating .
" income, changes in .net position, and cash flows. The proprietary fund. category

includes enterprise funds. Enterprise funds are used to report any activity. for which a S

"fee is charged to external users for goods or services. Ali of the activities of .the . -
- Corporation are recorded in one enterprise fund.- S

-~ GASB Statement No. 34 ‘and related pronouncements are written from the perspective

* of general purpose governments — states, cities; counties, towns, and villages.
However, the Corporation and- many political - subdivisions - are special purpose

governments. These political subdivisions are legally separate entities and generally
provide a-limited set of services or programs. Special purpose governments engaged

only in business-type activities should present only the financial statements required for -

‘enterprise funds under the provisions of GASB Statement No. 34 and ‘related
pronouncements. = - S R -



© MISSISSIPPI BUSINESS FINANCE CORPORATION
o . A Component U.‘riitof_:the State _cjf Mississippi - :
- MANAGEMENT'S DISCUSSION AND ANALYSIS

~ For the special- purpose governments described in the previous paragraph, basic
financial statements consist of. P

2. Statement of revenues, expenses, ahd_chén'geé'-ih’net'position-,‘
- 3. Statement of cash flows. - O S :

1. Statement of net position,

The financial statements also include notes to the firancial statements that explain.
~ some of the information in the financial statements and provide more detailed data. The
financial statements. are presented using the economic. resources measurement focus

" and the accrual basis of accounting. All assets and liabilities, both financial and capital, = -

and short-term and long-term-are included in the financial statements. ' In addition, all
revenues and expenses during the year areincluded:in the financial statements using

- the accrual method of accounting, regardless.of when cash is received or paid. - |
FINANCIAL ANALYSIS o | -

Changes in Net Po'si't-ioh

 Net position for 2015 increased $87,227 as compared to an-increase of -$339,112 in -
© 2014. The primary reasons for the differences in: changes in net position are the
fluctuations.in program participation from year to year and net earnings on investments.
In addition,-the net position previously reported as of June 30, 2014 has been restated
to- reflect the implementation of Governmental Accounting Standards Board (GASB) -
Statement 68, which requires the Corporation. to record a liability and expense equal to
their proportionate share of the collective net pension liability and expense for the.cost- .
sharing defined benefit pension plan. The increase in net position and other balances
for 2014 discussed in this section have not.been restated to reflect the implementation
of this standard. - L, : S S S ‘

Operating revenues consist-of program fees and administrative fees. Program fees
earned by the Corporation decreased: to $281,120 in 2015 from $483,876 in 2014,
Program fees earned depend.upon the level of participation in.the various finance
programs administered by the Corporation. Participation varies from year to year based
on the level of economic development in the State and various other economic factors.
MBFC provides office facilities -and -administrative support to ~the Mississippi
Development Bank (*MDB") and MBFC CDE, Inc., both of which are related parties.
MBFC recorded administrative fees for these services of $350,000 in 2015 and 2014. -

Opérating expenses totaled $880,962 in 2015 compared to $890,561 in 2014.



. MISSISSIPPI BUSINESS FINANCE C'ORPORATroN
- A Component Unlt of the. State of M:ssrssapp|
MANAGEMENT $ DISCUSSION AND ANALYSIS

. Nonoperatmg revenue for frscal years 2015 and 2014 consnsts of net earnlngs on
© investments and an income allocation from MDB. The net earnings on investments for
fiscal years: 2015 arid- 2014 . totaled $266,236 and $345,797, respectively. ~The
- differences between: years are primarily due to fluctuations in the yield" on the
Corporation’'s investments, including adjustments to market value ‘in- each respective
year. MBFC recorded a $300 000 income allocatlon received from MDB in 2015 and :
2014. The amount of any mcome allocat;on is" determrned annually by the Board of

o Directors of IVIDB

Nonoperatrng ‘expenses. consrst of fundrng to the Mrssrssrpp: Development Authonty.
- ("MDA"). These expenses totaled $229,167 in the year ended June 30, 2015. The
- expense for the year ended 2014 was $250,000.. The amounts paid to MDA are

: approved annually by IVIBFC S Board of Drrectors '

CHANGES IN NET POSITION |
“For the Year Ended June 30,

2015 . 2014
| Cperatin'g revenues.: | i y $ ._6‘31',.120 8 833,87’.6 |
: O.peratind_ekpen.ses’_ o 880962 _ 8'9:0_,_56_'1

Operating oss - SRR S (249,3’42}' L '.(!56,68‘5)
-_ Nono'beréti.n_g,réyénu.e,s_ (e}tpensés-) - ) 337,069 = . 395,797
o 'oh'a'ngiekin net'poei_ti'on - o 87227 _ 339,112
" l\tet pof_sit.ion,'.begi'nn‘i_ngrj o_f_yea.r,-.. ;- 7 . | .

as previously reported - -~ 16450470 16,111,358

Prior period adjustment S  eweoy
" Net p’osi‘:ti‘on, oe-_ginnin'g of y_e;:r, as._resta'ted o ..15,,542',861 - 16;1_11,358 s
 Net po.sition-,,e'_ndof.year.': . | '. o $ 15,630,088 i_'_"$.‘16,450,47'o



~ MISSISSIPPI BUSINESS FINANGE CORPORATION

~ A Component Urit of the State of Mississippi
 MANAGEMENT'S DISCUSSION AND ANALYSIS

Net Position

‘Cash and cash equivalerits, investments and interest receivable for fiscal years 2015
and- 2014 represent approximately 99% and 96% of total assets, respectively.

. Noncurrent liabilities, deferred outflows of resources and deferred inflows"of resources - -
. . have increased due to the implementation of GASB Statement 68 which requires MBFC

" to record their proportionate share of the collective: net pension liability for the cost- -
“sharing defined benefit pension plan of which they are a member. Prior-year amounts

" Current assets.
~ Noncurrent assets

7 Total as'sets B

- Deferred outflows of resources

* Current liabilifies
- Noncurrent fiabilities

- Total liabiliies.

 Deferred inflows of resources

Net position:

Invested in capital assets
Unrestricted - -

Total net position

 NETPOSITION

- were not restated to reflect the implementation of GASB Statement 68. - '-

As_ofJunéSO, ,
2015 __ 2014

$ 16,608,189 $ 16,548,390

 qa7s4 21125

16622043 __16,569515

74851 . o -

59501 59,045

909672 60000 -

969,173~ __ 119,045

98588, -

14754 21,125
16615334 __ 16,429,345

© § 15,630,088 § 16450470



© BASIC FINANCIAL STATEMENTS -



 MISSISSIPPI BUSINESS FINANGE CORPORATION
A Cdrrrponent Unit of the State of MiSsiseip'pi
STATEMENT OF NET POSITION '
June 30, 2015

- ASSETS

Current assets: : . o S S o o :
" Cash and cash equwalents o o : o $ 997,344
Investments - R o S : ' . 15,540,720
~ Accounts receivable o I ' 10,000

Accrued interest. - .. : - B 60125' :
Tet'al cUrrenf assets ; o h ) '16 608 189 -
, -Capltal assets: _ ; . : -
Property and equment net ' : SRR 14,754
Totalassets L L 16,622,043
'DEFERRED OUTFLOWS OF RESOURCES _ ‘ o
Deferred outflows - pensions R ' - R ' 74,851
Total asséts and deferred outflo_\f\re ofresources = 16,697,794
LIABILITIES
Current liabilifies: : : _ - : ‘
Accounts payeble and acecrued expenses B o R . 59,501
' Tota] current Izebrlrtles | _ _ A - o _59,501,.
Noncurrent Ilabll_ltres: _ _ o . o _ | D
- Allowance for guaranty losses o ' . _ 60,000
- -Net pension liability : R . ' ‘ _ : 849,672
Total liabilittes - o R '_ ' . 989,173
‘DEFERRED INFLOWS OF RESOURCES _ I _ :
: Deferred inflows - pensions ~ , o o : 98,533
Total I:abllltles and deferred |nflows of resources _ - R } ._ ' 1,067,706
NET POSITION o | ) . o
Invested in capital assets L o o ' o 14,754
Unrestricted TR T S S : 15,615,334
Total net position A R o $ 15,630,088

The notes te the financiai statements--are an integral part of these statements.
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' MISSISSIP.PI BUSINESS FINANCE 'CORPORATION :
' A Component Unlt of the State of MISSISSIppI

STATEMENT OF REVENUES EXPENSES AND CHANGES INNET POSITION

Year Ended June 30 2015

OPERATING REVENUES: - '
Program fees . :
‘Administrative fees

Total operating revenues’
- OPERATING EXPENSES:
Salaries and benefits
Contractual services
Depreciation
- Other

Total'operating expensee :
' Operatmg loss

NONOPERATING REVENUES (EXPENSES)

- Net earnings on investments '

“ Income allocatlon related party- _
Nonoperatlng expenses (IVIDA fundlng)

Total nonoperatlng revenues (expenses)

Change in net posmon

- NET POSITION BEGINNING OF YEAR AS PREVIOUSLY REPORTED N

PRIOR PERIOD ADJUSTMENT
NET POSITION, BEGINNING OF YEAR, AS RESTATED -
_ NET POSITION, END OF YEAR |

The notes to the financial statements are an integ'ral' part of these staterments.

o

. 281120

350,000 -

631,120

491,032 -
213,059
- 12,659
164,212

860,962

(249.842)

| 266,236
300,000

(229,167)

337.069

87,227 -

16,450,470

(907,609)

15,542,861

$ 15,630,088




'MISSISSIPPI BUSINESS FINANCE CORPORATION
A Component Unit of the State of Mississippi
STATEMENT OF CASH FLOWS .
YeaI_ Ended June 302015 _

CASH FLOWS FROM OPERATING ACTIVITIES

~ Cash received from customers = S S SO 271,120
Administrative fees received from related parhes Lo . 350,000
- Cash payments fo employees for services . - o .. (b25,287)
Cash payments to suppliers for goods and services e o (378,819)
~ Net cash used by operating actlvmes _ o S ‘ _ (280,982)
CASH FLOWS FROM NONCAPITAL FINANCING ACT[VITIES :
" Income allocation from related party - : .~ 300,000
- Funding, paid to M:ss:ssmpl Development Authonty o _ : o (229,167)
Repayments from related party o R - 650,000
Net cash prowded by noncapitai fmancmg actlwtles - o : . 720,833
CASH FLOWS FROM INVESTING ACTIVITIES - S _
Interest on investments -~ . | L _' ' S 1 281,575
Proceeds from sale of investments ~ -~ - _ _ C 3,299,177
Purchases of investments =+~ o . .. (4,168,393)
Purchases of capital assets R S (6,288)
Net cash used by investing activities . ' L -(593,929)
'Net decrease in cash and cash equivalents -~ ' o ' (154,078)
Cash and cash equ:valents beglnmng of year _ o S o 1,151,422
| Cash and cash equivalents, end of year SR : ' $ . - 997,344

_Reconciliation of operating loss to ‘

- net cash-used by operatmg actlwtles ‘ L o

~ Operating loss B C$ . (249,842)
- Adjustments to reconcile operahng Ioss - ' ' '

to net cash used by operatmg actlwtles

Depreciation o o . 12,659
(Increase) decrease in accounts recelvable L - o (10,000) -
(Increase) decrease in deferred outflows - pensions o o N - (12,544)
Increase (decrease) in deferred inflows - pensmns _ : o 98,533
Increase (decrease) in net pension liability = ... .~ - : K (120,244)
[Increase (decrease) in accounts payable = - - _ - I 456
‘Net cash used by operating activities _ _ - . % (280,982) -

The notes to thefinancial statements are an inte'gral_part of these stateme_nts.
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 MISSISSIPPI BUSINESS FINANCE CORPORATION
Ac_'ompjc_:hent_'unit of the s‘tafé';sf-"Mississ_fipﬁi o
NOTES TO FINANCIAL STATEMENTS
©June30,2015

Note 1 - Summ_éry of Signif@c‘ant Accc_)'Unting'_PoIicie}s

- The accq_dnting po_liciés‘ of the " Mississippi Business Finance Corporation ("MBFC" the
~ . "Corporation"),  which. have -been -followed in preparing the accompanying financial
: statememts are set forth below. The Corporation’s fiscal year runs annually from July 1% to |
~ June 30" of the following year.- -~ - SN - o
| Orgahiz'ati«on_ B | | |

MBFC is a not-for-profit public corporation that administers a lVariety of finance programs
‘designed to assist business and industry in locating or expanding in the State of Mississippi
(the "State"). The Corporation was established in 1983 pursuant to Mississippi Code Section -

57-10-167. MBFC works with other public entities and the private sector to coordinate efforts '

Cto stimulate both commercial and industrial development.. -

MBFC is an independent public body.and the powers conferred upon the Corporation are
'vested in the Board of Directors of MBFC ("Board")- and in no other state agency. (House Bill-
‘781, 2001 Regular Session). ' MBFC has been determined to be a component unit of the
- State. The Corporation's members are appointed by various state elected officials.. MBFC's

Board is elected by its members. . In the event of dissolution; any net assets of MBFC will be
transferred to the State. ~ . o CI PR . TR .

,‘Revénue: Recodr'ulition S _ . -
| . :B"ond _iSSUanéé'-feés,rélated:tb the;SmaiI Enterpﬁsef D,.t'-:‘__v_elopme'nt' F’_rog"ram (“_SE‘D":). and the -
" Industrial: Development Revenue Bond Program: ("IRB") are recognized when bonds are -
‘sold. Annual bond fees are recognized when billed,and fees earned under the guaranty

program are' recognized when received. Revenue transactions are classified as operating . -

- revenue if those transactions constitute the _Corporation’s‘pri_n'_cip'al ongoing _o_perationfs. o

' ODér’a‘tinq:Ex'g'ens'e's :

' E‘xpénse :trahéacti'ohs are -cla'_‘ssified a_s-'oper_ati‘ng'é)!(pen'ses' if th'OSe_ trahsactibns 'conétituté .
the Corporation's principal ongoing operations. -~ = . . L - '

Receivables

" Management believes. that receivables are fully collectible and no allowance for uncollectible
" amounts'was considered necessary at June 30, 2015. e . ' :



- MISSISSIPPI BUSINESS FIN'ANCE-_C(*)RPORAT’IQN.' |
| - A Co'rﬁ_p'orﬂent.Unit of the ‘Sta'te'.o:f‘l\'/li.s_é.is.sippi
~ NOTES TO FINANCIAL STATEMENTS
© Junes0,2015 o

Note 1 - Summary of Significant Accotinting Policies (Continued)

Capital Assets -

Purchased or constructed capital assets are stated at cost and include expenditures for new
additions and those which substantially increase the useful lives of existing property and
equipment. - Maintenance, repairs and minor replacements are expensed as incurred. The
cost of equipment is depreciated on a straight-line basis over the estimated useful life of 3-5 .
years for each asset. Depreciation expense for the year ended June 30, 2015 was $12,659. -~

Income Taxes .

= The,’Corpor'atioh'. is ex‘émptv fr'omf income_ taxes -underj 'Ihternall Revenue Code Section
. 501(c){4) and.sim_ila_r state statutes. L ' L AU

Contributed Net Assets

- The Mississippi Economic Development Corporation and the Stall Businessman's Loan -

-Committee were abolished in 1983, and their assets, liabilities, powers, duties and authority

were transferred to MBFC. Nét assets totaling approximately $4,995,000 were contributed to-
MBFC in that year. . ' O S S

: the'z -,C_ash,‘Cas__h E't;juiifgllehts and. I_nve"s._tmer-\t‘s‘_; e

" The collateral for public. entities' deposits in financial institutions is 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

insurance corporations. - -

15



~ MISSISSIPPI BUSINESS FI NANCE CORPORATION
~ AComponent Unit of the State of Mississippi
" NOTES TO FINANCIAL STATEMENTS
Sl ‘--'Juh'e'so, 2015

Note 2 - Cash, Cash Equivalents and Investments (Continued) .,
The Corporation considers certificates of deposit to be cash equivalents if they have a

-~ maturity of three months. or less when acquired. - Certificates of deposit with maturities in
- -excess of three months are considered investments. . - . L :

Custodial credit risk is the risk that in the event of the failure of a financial institution, the

‘ s Corporation will not be ‘able to .recover deposits or collateral securities that are in the -

‘possession of an outside party. - The. Corporation does nothave a formal policy for custodial
~credit risk.  The Mississippi State Treasurer manages that risk on behalf of the Corporation. .
The carrying amount of the Corporation’s deposits with financial institutions was. $997,344 for - =
2015 and the bank balance was $1,000,544. At-June 30, 2015, none of the bank balances

were exposed to custodial credit risk.. L R o

- Exc’ép.t-fOrf'- nonparticipating ihvésfment'bontracts, investments are reported at fair value which
is based on quoted market prices. . Nonparticipating investment contracts such as repurchase

- agreements and nonuneg:otiablelcertificates of deposit are reported atcost. . -

“Inferest rate risk is the fisk that changes in interest rates will adversely affect the fair value -
of an investment.  The Corporation has a policy regarding - investment ‘maturity.
Investments should be primarily with maturities of five years or less, United States-
government and agency obligations and guaranteed investment -contracts may be |
‘considered for maturities greater than five years.. Investments with maturities of greater

than five years require approval by the Corporation’s investment committee. - SR -

16 _



MISSISSIPPI BUSINESS FINANCE CORPORATION_
Component Unlt of the State of M|53|35|pp|
NOTES TO FINANCIAL STATEMENTS

June 30 2015

Note 2 Cash Cash Equwalents and Investments (Contlnued)

| Investments made by the- Corporatlon that are mcluded on the statement of net posmon are
summarlzed be!ow as of June 30, 2015 .

T Investment Maturities
2015at o ~ (ih years) -

Investment Type S © . Fair Valug: Lessthan1- = 1.5 ‘_,'5-10 7
" Government agancy bonds § 4401374 5 479796 S 2704400  § 1,217,178
Certificates of deposit o o ‘646,802 . 2'45,7-35 -401,087- -
Corporate bonds . S 197,204 0 - 350,141 - 847,063 -
" Municipal bonds . oL 2,735,782 0 601,273 1,750,487 .. 384,002

Mortgage-backed securities .- 4520481 __ 204447 __ 335, 669 . 966365

13510623 § 1,881, 392 $ 9,061,666 § 2.567.545

Investment in State of - o .
Mississippi Treasury Pool ~ - 2030 097 S

Totalat ine30,2015. - $ 15540720

All investments are carried at fair value aé‘i_‘o_f June 30, 2015.
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~ MISSISSIPPI BUSINESS FINANCE CORPORATION
| _'A"Compo'n:ent Unit of the S.t.afe’of‘_missi.ééibpi
" NOTES TO FINANCIAL ST ATEMENTS,"- E
| 0 une3o,2015

Note 2 - Cash, Casthuiva.lent's and Irivestments '(Cdntihue.d)' |

Credit risk is the risk that an issuer or other counterparty to-an investment will not fulfllits -
obligations. - The Corporation’s investments in debt securities at June’ 30, 2015 are
summarized by Standard & Poor’s credit quality rating as follows: '

- S&P Rating L 2015
CAA+ .. % 5268011
CAA , ' . 1,253,267
CAA- 501,150
A+ .. 69684
A- oo 350,141
B . .. 35,0200
© . Not rated - investment grade (1) -~ 423,738
Notrated . o .. 561436
C Total” .- . .% 8462447

(1) Investment grade rated by agency other than Standard & Poor.

- The Corporation’s investments. in government agency bonds and certificates of deposit are
not considered to have credit risk and are not included in the disclosure of credit quality.-
The Corporation’s investment policy requires. investments in-obligations of insurance firms .
- or other corporations’ be rated "AA”, or its equivalent, or better by recognized rating :
‘ companies at the time of purchase. . -~~~ e T

‘Investment securities are exposed to-custodial credit risk if the securities are uninsured, are
not registered in the name of the Corporation, and-are held by either the counterparty or the
~ counterparty’s trust department or agent but not in the Corporation’s name. The
- Corporation did not have any investment securities at June 30, 2015 that were exposed to
custodial credit risk. T oL IR o o

" Excluding ‘gbve'rhnﬁent ‘agency _bo'hdé:-, .investme_n‘ts'in' mutual ‘fund's‘ and other Ipooléd_
~ investments, the Corporation had no investments in any one issuer that. represent five

percent or more of total investments at June 30, 2015.
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,, 'MI:S-SISS_‘E,PP_I‘ BUSINESS FINANCE CORPORATION
R A'Q‘omponéh_t Unifdf.thé State of Mississippl:
- NOTES TO FINANCIAL _STA'TE’_"MEN.TS'

S imeso 2015

Note 3 — Capital Assets -
The changes in capital assets for the year ended June 30, 2015 are summarized as ..

- follows: R o - T ' '
duyt20m4 . Jne30,2015

. - Beginning - o S '~ Ending -

' - Balance . _Increases - . Decreases . . Balance -

Capital assets- e T -
Property & Equipment -~ ~'$ 86642 § .. 6288 § (13826) $ - 59,104
Ac’:c'umulatediDe‘preciatidn-‘ L S | |

- Property & Equipment” . oo (45517y - {12,859)

13826 . (44350) -
- Capital assets, net’ S 8 1125 § (831N § - :

$ 14,754

‘Note 4 - Guaranty Loans ) ' |
MBF.Cik.'sér‘ves as QUar-_antor oh_ ‘lojans madé. t‘b small buSinesses_ by financial institutions under -~

" the Small ‘Businessman's Loan- Assistance Act of 1972. The Corporation's potential risk -
~related ‘to the loans is up to 75% of any loss realized upon default of a loan, after

consideration of collateral. The to_t'ai:Ioan§'outstan'd_ing under this program were $631,643 aj‘s‘ SR

‘of June 30,2015. . - .

' MBFC evaluates all' guaranty loans periodically and provides an allowance for losses on
. guaranteed loans that may default based upon existing defaulted or delinquent loans and an

- estimated percentage of outstanding loan guarantees. The allowance for guaranty losses at

- June 30, 2015 was $60,000. ~ © " - S S
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© MISSISSIPPI BUSINESS FINANCE CORPORATION
A corﬁﬁcnént_uhj; of the State of Mississippi
. NOTES TO'FINA'NCIIALS".I'AI'I'EMENTS' |
- Jun'ééd._2¢15 o |

" Note 5 - Industrial Revenue and Gene‘ra|-Obl_'igation.?Bo.nds' o

" MBFC is authorized to issue industrial revenue bonds pursuant to state statutes. Bondsafé

‘sold on behalf of businesses within the state under the Industrial Development Revenue - -

Bond Program- to_finance the acquisition or improvement of real property, machinery and
~ equipment..  The bonds are secured by an irrevocable, direct-pay letter of credit or other
-+ credit énhancement acceptable to MBFC.. Since MBFC has no primary obligation under the.
'.bt(_)l":ds, tlf;e. amount . of bords outstanding is not included in the Corporation's financial '
statements. e e C B

“MBFC administers the Small Enterprise Development Program (SED loans) for the State of
Mississippi. In that capacity, MBFC is authorized by state statutes to request the State.Bond -

- Commission to issue - general obligation bonds not exceeding. the aggregate sum of -
~$140,000,000 outstanding. at any one time. Bond proceeds are loaned to manufacturing or
. processing companies’ within the state tofinance the cost of fixed assets, including land,

* buildings, machinery and new equipment.. The bonds are secured by an-irrevocable, direct- .
" pay letter of credit or other credit enhancement acceptable to MBFC. SED loans outstanding:

% at June 30, 2015 totaled approximately $8,680,000. Since MBFC. has no primary obligation’ -
< under the bonds, the amount of bonds outstanding is_" not includedin the Co,r_poration's o

- financial statements. -
* Note 6 — Related Parties - -

Mississippi Developm'e'nt. Bank ("MDB") is a'statewide authority created primarily to provide

" ‘financing assistance to governmental debt borrowers.. By statute, the Board of MBFC serves .

" as the Board of Directors of MDB. Also, the. officers of MBFC serve as officers of MDB:in:
- - accordance with MDB by-laws. - .. U U o
MBFC CDE, Inc. is a not-for-profit corporation certified by the U.S. Treasury as a community .
development entity.. The organization. uses its new markets tax credit allocation to support
real estate development projects and  operating businesses: located in fow income
communities; The Board of MBFC serves as the Advisory Board of MBFC CDE, Inc. -

" MBFC provides office facilities and administrativé support.to MDB and MBFG CDE, Inc., both
of which are related-parties. Administrative fees eamed for the year ended June 30, 2015
totaled $350,000... - . . U S PE o

'MBFC 'rééorded" an income allocation received frbrﬁ;MI'I).B during.‘t.he year ehded”JL:mé 30,

- 2015 in the amount of $300,000. The amount of any income allocation is determined -

annually by the Board of Directors of MDB and is recorded by MBFC as a nonoperating
revenue. . . o S S et
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 Note 6 - Related Parties (Continued) - |
During the year ended Jurie 30, 2014, MBFC made a short term loan to MDB in the amount

- 0f-$800,000. As of June 30, 2014, the balance was $650,000. The remaining amount was
repaid by MDB during the year'ended June 20, 2015 o
Note 7 = Mississippi Development Authority Funding .~~~ T _
MBFC provided funding of $229,167 to. the Mississippi Development Authority ("MDA") for -
the year ended June 30, 2015. The amounts paid to. MDA are approved annually by MBFC's

- Board and are recorded as nonoperating expenses. . - AR o N

Note 8 — Risk Management” R |

| ,The-'Co"rporétio'n; is’exhbs‘e'dfto va’rio,Us" risks of loss related to torts; fheft of, damage ‘to,‘ and

destruction of asseéts: errors and omissions; injuries to employees; and natural disasters:

The Corporation carries commercial insurance for. these risks. There have been no settled -

- claims resulting from these insured risks in-any of the past three fiscal years.
Note 9 — D'ef'i'n'ed Benefit Pension Plan . o |
General [nformation ‘a-bdut the Peh-’sioh Plan

* Plan Description. The ‘Corporation contributes fo'. the Public Employees' Retirement System -
~of Mississippi ('"PERS"), a cost-sharing. muiltiple-employer. defined benefit pension plan. -

" PERS provides retirement and disability benefits, .annual cost-of-living adjustments; and

- death benefits to plan -members and beneficiaries. - Plan provisions and the Board of

- Trustees’ authority to determine contribution rates-are established by state law and may be .
amended only by the State of Mississippi Legislature. PERS issues. a publicly available
financial report that includes financial statements -and required supplementary -information.
“That report may be obtained by writing ‘to Public Employees’ Retirement System - of
Mississippi; PERS Building, 429 Mississippi Street, Jackson, Mississippi. 39201 or by calling
(801) 359-3589 or 1-800-444-PERS. L : e o ' :

. Benefits Provided.. Membership in PERS is a condition of employment granted upon hiring

for qualifying “employees. and. officials ~of the State of Mississippi. For those persons |

- employed 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. . _
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 MISSISSIPPI BUSINESS FINANCE CORPORATION
- _A'Componéﬁt'.Unit of.thé Staté; of Missiésippirk
NOTES TO FINANCIAL STATEMENTS
o Jwe30,2015 -

Note 9 - Defined Benefit Pension Plan (Continued)

Participating members who aré vested and retire at or after age 60 or those who retire

- ‘regardiess-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 allowance payable monthly for life'in an amount equal to

- 2.0 percent of their average compensation for-each year of creditable service up to.and -
including 30 years (25 years for those who.became members of PERS before July 1, 2011),
plus 2.5 percent for each additional year- of cretlitable service with an actuarial reduction in
. the benefit for each year of creditable service below 30 years.or 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.

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. A Cost of Living Adjustment (COLA) -
~-payment is made to eligible retirees and beneficiaries. The COLA is equal to 3.0 percent of

- the annual retirement allowance for each full fiscal year of retirement up to the year in which

the retired plan member reaches age 60.(55 for those who became members of PERS ' -

before July 1, 2011), with- 3.0 percent compounded for each fiscal year thereafter. Plan
provisions are 'egtabli‘shed and may be amended only by the State of Mississippi Legislature.- -

Funding Policy. PERS members are required to contribute- 9.00% of their annual covered
salary_and the Corporationis required to contribute at an actuarially determined rate. The
current rate -is 15.75% of annual covered: payroll. - The contribution requirements ‘of PERS

“members and employers are established and may be amended only by the: State - of
. Mississippi Legislature. The-Corporation’s contributions to PERS for the fiscal years ending
- June 30, 2015, 2014 and 2013 were approximately $65,000, $62,000, and - $62,000,

respectively, and equaled.the required contributions for each year. - ' -

Pension Liabilities, Pension Expense, and Deferred Outflows of i_Résources and

;Déferred'lnflows of Resources Related to Pensions

At June 30, 72015,- the,-Corporat'iQn rehp'érted a liability-of $849.6?2"f0r its pfopoi*tio_nat.e share

' of the net pension liability. The net pension liability was measured-as of June 30 2014, and

" _the total pension liability used to calculate the net pension liability was determined by an
~actuarial valuation as of that date. The Corporation’s proportion of the net pension liability .

. was based on a projection of the Corporation's- long term share of contributions to the .
pension. plan relative to projected contributions of all participating _entities, actuarially
determined. At June 30, 2014, the Corporation’s proportion was 0.007 pereent.” =



MISSISSIPPI BUSINESS FINANCE CORPORATION

- E'A;_cbrﬁp_ahénf Unit of the State of Mississippi
~ NOTES TO FINANCIAL STATEMENTS L
. :j June30,2015 .

 Note 9 - Defined Benefit Pension Plan (Continued) | |
" Forthe year ended June 30, 2_'01.5,"'the Corporation recognized pension_expénse‘,qf.'$36',,4‘18.." .’
~ At"June” 30, 2015 the Corporation deferred outflows of resources. and deferred inflows of

resources related to pensions from the following sources: -

L D'ef,er'r'e'd Outflows of - _DeferfedlnflOws of

_Resources Resources
g Djfferéndeébe.tweenéxp.er’;ted anrd' actual é;lc'pe-'rier.lce 3 o 9,%48 | |
Netdifferehcé betwéen,b.r()jécted 'éhd"act'ual_ e‘arnings-.:. L | . o
on pension planinvestments . ) LT ' _ $_ - 98,533 -
' .MBFC'.sft.:onfr."ibutiohs subéejdﬁentt;; fhe'measﬁrerﬁeﬁt'datg'- - 65,103‘- o -
| | s st s _ 98‘,.5373.

~ $65,103 reported as deferred outflows of resources related to pensions resulting from the
" Corporation’s- contributions subsequent to the measurement date will be recognized as a

- reduction to the net pension liability in the year ended June. 30, 2016. Other amounts
~ reported as deferred outflows of resources and deferred -inflows of resources related to

- pensions will be recognized-in pension expense as follows:

A ‘fea_r'.énded Juné 30:

o201 8 (2127)

L2017 - (21,127)
2018 . o (21,808)
2019 . (24833)

| | 5 (8s78s) .
Actuarial Assumptions. The total pension liability in the June 30, 2014 actuarial valuation was .
“determined using the following actuarial assumptions, applied to all periods included in the .
measurement: ‘ ' R I o -

~ Inflation . A .'S.S_petcent:
Salary Increase 4.25419.59 pérgent,‘,_;inc'luding_ihﬂatio_n _—
_InVe_sfrﬁent‘ra'te'of return . 4:8.00;perceht", net of 'pe,n,sio'n plan investment

expense, including inflation



~ MISSISSIPPI BUSINESS FINANCE CORPORATION
CA Com.boneht Unit of the Statg,df Mississippi
X ‘_'NOTES'TO_'FINAN‘CI\AL STATEMENTS |
S Jmne30,2015

Note 9 — Defined Benefit Pe_n‘s‘:ioh.Plan.(Continued') L | | __ _
Mortality rates were based on the RP-2000 Combined Mortality Table Projected with Scale
AAto 2015, set forward two'years-formales. .~ S C

‘The actuarial a‘ssumptioﬁs Used in the June 30; 2014 V_aluatibn were based on the results of -
an actuarial experience: study for the period July 1, 2008 to June 30, 2012. The experience

report is dated June 12, 2013,

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 -éxpected rate of return by weighting the expected future real rates of S

_return by the target asset allocation percentage 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: - o T '

Target . Long-Term Expected

Asset Class - Allocation " Real Rate of Return
"US.Broad =~ - . 34 % . 520%
International Equity - e 5.00

 Emerging Markets Equity - - 8 , 5.45
Fixed Income . - - 200 025

' . Real Assets , 10 | 4,00

" Private Equity - 8 o 6.15 -
Cash o 4 ©(0.50)
S Total . - . 100% | h

" Discount Rate. The discount rate- used ‘to measure the total pension liability was 8.00 -
“percent. The projection of cash flows used to determine the discount rate assumed that plan
member_ contributions . will be made at the current contribution rate and that- employer
contributions will be ‘made at rates equal to the difference between actuarially determined -

- contribution rates and the member rate. Based on those assumptions, the pension plan's -

fiduciary net position was projected to be available to make all projected future benefit:
payments of ‘current plan. Therefore, the long term expected rate of return on pension plan
investments was applied to all periods of projected benefit payments to determine the total
pension liability. - © -~ o : L o
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ERR Junedo, 2015

Note 9 ~ Defined Benefit Pension Plan (Continued)

- Sensitivity of the Corporation’s proportionate share of the net pension liability to changes in
* the discount rate. The following presents the Corporation’s proportionate share of the net
pension” liability calculated using: the discount rate of 8 peércent, as well as what the
- Corporation’s proportionate share of the net pension liability would be if it were calculated -
using a discount rate that is ‘1-percentage-point lower. (7 percent) or 1-percentage-point
“higher (9 percent) than the current rate: - s : ' -

Current -

' 1% Decrease  Discount Rate 1% Increase

o L (7.00%) - (8.00%) - (9.00%) .-
Corporation's proportionate share - - -~ .~ - : o S
of the net pension liability - - .= ~$ 1,158,356 -~ § 849,672 $ 592,183

Pension plan fiduciary net position, Detailed information about the pension plan’s fiduciary |

“"net posifion is available in the separately issued PERS financial report

* Note 10 = Prior Period Adjustment

The corporation implemented Governmental Accounting Standards Board Statement 68
during the year ended June-30, 2015, which establishes accounting and financial reporting. -
‘standards that require government employers that are members of cost-sharing defined
‘benefit pension plans to record a liability-and expense equal to their proportionate-share of
the collective net pension liability and expense for the-cost-sharing plan. The resulting -
_restatement of net position at June 30, 2014 is computed as follows: - S

" Net pension liabiiity (measurement date) ~ $ - 969,916

Deferred outflows - contributions made’ - _
during fiscal year 2014 S (62,307)
" Total change in net position’ s 07609



© MISSISSIPPI BUSINESS FINANGE CORPORATION
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. June30,2015 o

Note 11 '-—'S.'ubse.qh.eht Events

" Events that occur-after the balance sheet dafe"‘blit"béfo’r,é_‘ the finaricial statements were o

~ available to be issued must be evaluated for recognition or disclosure.  The effects of
~subsequent events that provide evidence about conditions that existed at the balance sheet
date are recognized in the accompanying financial statements. Subsequent events which
~provide evidence ‘about conditions that existed after the balance ' sheet date require
- disclosure in the -accompanying notes to the financial staternents. Management evaluated.

~ - the activity of the Corporation through October 7, 2015, (the date the financial statements
. were available to be issued) and concluded that no subsequent events have occurred that

would require recognition in the financial statements or disclosure in the notes to the financial’
- statements. . R SRR ' - B
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MISSISSIPPI BUS-INESS FINANCE COR’PO'RATIONM-
A Component Un|t of the State of Mr35|ssrpp|

SCHEDULE OF THE CORPORAT!ON S PROPORTIONATE SHARE OF
' THE NET. PENSION LIABIL!TY s

2015 | 2014

| . COrporation's proportiOn of the net pension Iiability | - 0.007% ._ '_ 0.007%
Corporations proportlonate share of the net pensmn _ ‘ . R -
liability = . ‘ : _ T ' $§ 849672 % 969,916
'.C‘orporation's covered-em_ployee payroll" - : o $ 41_3,352 - % 395,602
' Corporatlon $ proportronate share of the net pensron.'
liability as a percentage of its covered- employee B _ . , :
payroll - - D = _ 205.56% 24517%
Plan frdumary net posntlon as a percentage of the S S B SRR
“total pension Irablllty S _ ‘ .. 67.21% .61.02%

 Notes:

_ The amounts presented for each fiscal year were determlned as of the measurement date of June 30
of the year prior o the fiscal year presented :

This schedule is presented to illustrate the reqmrement to show mformatlon for 10 years. However
GASB 68 was implemented in the fiscal year ended June 30, 2015, and, until a.full 10-year trend is
compiled, the Corporatlon has only presented information for the years in -which mformatlon is
-available. : : :

28



MISSISSIPPI BUSINESS FINANCE CORPORATION
A Component Unit of the Staté of Mississippi

.'SCHEDUL_E'OF THE CORPORATION'S CONTRIBUTIONS

_2015 _ _2_014

: Contrectually required oontributio'n. '. | B | ~$ 85103  § 62,307
Contributions in relation to the contractually requwed _ o T —_
_contrrbutron I o o - (65,103). ' (62,307)_

'V_Co_ntribution deficienoy. (excess) | , _. . 3 ‘ '. R $ -

| Corporation's coVered-em'pl'oyee payro_ll‘ o o "-$I‘ ' 41_3;352' -$ ) 395,602
Contributions as a percentage of covered employee : .
'payroll - 15.75% _ 15775%
NOtES'

The amounts presented for each fiscal year: were determmed as of the measurement date of June 30:
of the year prior to the fiscal year presented . : : :

~This schedule is presented to |IIustrate the requwement to. show mformatlon for 10 years. However
GASB 68 was implemented in the fiscal year efnded June' 30, 12015, and, until a full 10-year trend is
¢ompiled, the Corporation has only presented mformatlon for the years in which mformatlon is

avarlable
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} CoLLINS, BARR & HEMBREE, LTD.
F - CERTLFIED‘_'PUBLIcﬁACCOUNTANTS AND CONSULTANTS

- 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 GOVERNMENTAUDITING STANDARDS : '

e ‘To the Board of Directors S ' :
Mississippi Business Finance. Corporatlon '
Jackson MISSISSlppI - _

- We have audited, in- accordance W|th the. audltlng standards generally accepted in the United States
of America and the -standards applicable ‘to financial audlts contained in Government Auditing
Standards issued by the Comptroller General of the United States, the basic financial statements.of

- the Mississippi Business Finance Corporation (the “Corporation™), -as of and for the year ended

June 30, 2015, and the refated notes to the financial statements, which collectively comprise the .
Corporatron S frnancral statements and have issued. our report thereon dated October 7, 2015 B

| -Internal Control Over Frnancral Reportrng '

e planning -and performlng our audit of the financial statements we consrdered the Corporatlon s
. infernal control over financial reporting (internal control) to determine the audit procedures that are - -
appropnate in the circumstances for the _purpose of expressing our opinion on the' financial

statements,. but not for the purpose of expressing an opinion on the effectiveness. of the

Corporation’s internal control: Accordlngly, we do not express an opln:on on the eﬁectlveness of the
Corporatron s mternal control Co ' o _ .

A defrcrency in internal control exrsts when the deS|gn or operatron of a control does not aIIow L
" management or employees, in the normal course of performlng their assigned functions, to prevent
-or detect and correct, mrsstatements on a timely basis. A material weakness is a deﬂcrency, ora
combination of deficiencies, in internal control, such that there is a reasonable possibility that a
.. -material misstatement of the entltys financial statements will not be prevented, or detected .and
" corrected on a timely basis. ‘A significant deﬁcrency is a deficiency, ora comblnatlon of deficiencies,
in internal control that is less severe than a materlal weakness yet |mportant enough to merit
, attentlon by those charged wath governance. - - : e '

'Qur consideration of mternal control was for the I|m|ted purpose descnbed in the first paragraph of

this section and was not desrgned to identify all deficiencies in internal control that might be material

weaknesses or, significant deficiencies. Given these limitations, duririg our audit we did not identify -
- any deficiencies in internal control that. we consider to be material weaknesses However materral

‘ weaknesses may exist that have not been |dentrfred S : ‘ _

130-Fountainsl-B'oul_evard, 'Suit_:e 100 - M;ﬁdison,Mi‘ssissippi 39110
Phone 601-707-7536 - Fax 601-707-7556 '



| "'Comphance and Other Matters ¥ |
- As part of obtaining reasonable assurance about whether the Corporatlon s financial statements are’

‘free from material misstatement, we performed tests of its compliance with certain provisions of - -
~ laws, regutatlons 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 reqwred to be reported under GovernmentAudrtmg Standards '

: Purpose of thls Report

~The purpose of this report is solely to describe the scope of our testlng of, rnternal 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 compllance This report is an integral part of an audit performed in
- accordance with Government Auditing Standards in. considering the entity’s internal control and
. compllance Accorolmgly, this communlcatlon is not suitable for any other purpose

" October 7, 2015
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