The following document was not prepared by the Office of the State Auditor, but was
prepared by and submitted to the Office of the State Auditor by a private CPA firm. The
document was placed on this web page as it was submitted. The Office of the State
Auditor assumes no responsibility for its content or for any errors located in the
document. Any questions of accuracy or authenticity concerning this document should
be submitted to the CPA firm that prepared the document. The name and address of the
CPA firm appears in the document.



Alderwoman, Ward 1
Annie H. Owens

Alderman, Ward 3
David B. French

CITY OF MORTON, MISSISSIPPI

Audited Financial Statements
For the Year Ending September 30, 2011

Presented by:
Nieman & Associates, PC.
Post Office Box 1411
113 North Broadway Ave,
McComb, MS 39649-1411

CITY OFFICTALS
As of September 30, 2011

MAYOR

Greg Butler

Alderman, Ward 5
William R. Booth

Alderwoman, Ward 2
Janet Jones

Alderwoman, Ward 4
Oneida Hollis Laster

RECEIVED
FEB 2§ 2013






CITY OF MORTON, MISSISSIPPI

TABLE OF CONTENTS

FINANCIAL AUDIT REPORT ..ottt ittt tmeiens ettt st traasas e et as a1t et e besassnesre s st bassansesbeas 5
Independent Auditor’'s Report on the Basic Financial Statcments and
Supplemental Information.........oiii e 7
FINANCIAL STATEMEINTS ..ottt i e scie e ress s e srare ot ame e e emesasses e esen et an s ventens shombecsarenenn 9
Statement of Activities and Net Assets — Cash Basis......ccovriveeiiesiieniniois s ieesssne issres e s e emensreas 11
Statement of Cash Basis Assets and Fund Balances and Cash Receipts,
Disbursements and Changes in Cash Basis Fund Balances ........c.cccoviiinimiininenninnine e 13
Notes t0 the FINANCIAL SEALBIMIEIIS ... uvevieiieriiiei et et et e s een s s astsate s ras e e et e et ant e 1o ssare s s nsen 15
REQUIRED SUPPLEMENTAL INFORMATION .......ccoiriiiiemimininess rersesestms e oeeansestsiestnns e sserassins 9
Budgetary Comparison Schedule — General Fund ..o e e 21
Notes to the Required Supplemental InFOIMAation ... s et 22
SUPPLEMENTAL INFORMATTION L...oiiiiiir it sttt ser s es st st obb e seen bbb smnrens 23
Schedule of Investments — AL FUNS........cococoiiii i e 25
Schedule of Capital ASSELS ....cccivciiiieiii v e e et et e s e e 26
Schedule of Long-Term DEDBL......c.ccer et iasr et eesr e s sresese e sransrassresmresebansesrasnreas 27
Schedule of Surety Bonds of City OFfICIals .......ccoiviveree e e s nirn e s 28
SPECIAL REPORTS ..ot ittt et et sma e sre et o aes e nss s s bt e s emmesma b as b okt s sonesm e e resrnrareasansns 29
Independent Auditor’s Report on Internal Control Over Financial Reporting and on
Compliance and Other Matters Based on an Audit of the Financial Statements
Performed in Accordance with Governmental Auditing Standards ............ccocovvvvieniesenicincciin e 3t
Independent Auditor’s Report on Compliance with State
Laws and RegULALIONS ...cveiviiireerciire st se i st st canere s omae et s sresesee sttt e s rerens 33
SCHEDULE OF FINDINGS ..ot neetsrerierestsieeee st s rse e rassestesssesessstatessasas samsssesseasssissssnsssrescasesssastons 35
Schedule of FINAINZS ..ottt ase s sr s eecooe e e s s sme s e re et s s st b s e s 37
AUDITEE’'S CORRECTIVE ACTION PLAN......co.iiitiiiiimire e sresnresasrereeee v sressnas s s esear st enstenssenses 19
Auditee’s Corrective ACUON PIAN. ...t se i e treee e st mers st e srt s sesensssreans 41

RECEIVED
FEB 25 2013



CITY OF MORTON, MISSISSIPPI

(This page was left blank intentionally.)



CITY OF MORTON, MISSISSIPPI

FINANCIAL AUDIT REPORT



CITY OF MORTON, MISSISSIPPI

(This page was left blank intentionally.)



Nieman & Associates PC Ny

CERTIFIED PUBLIC ACCOUNTANT AICPA/MSCPA

INDEPENDENT AUDITOR’S REPORT
ON THE BASIC FINANCIAL STATEMENTS AND
SUPPLEMENTAL INFORMATION

December 11, 2012

Mayor and Board of Aldermen
City of Morton, Mississippi

We have audited the accompanying basic financial statements of the City of Morton, Scott County,
Mississippi, (the City) as of and for the year ended September 30, 2011, as listed in the Table of Contents.
These financial statements are the responsibility of the City’s management. Qur responsibility is to exprcss
an opinion on these basic 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 10 obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audit provides a reasonable basis for our opinion.

As discussed in Note 1, the City of Morton, Mississippi prepares its financial statements on the basis of
cash receipts and disbursements, which is a comprehensive basis of accounting other than accounting
principles generally accepted in the United States of America.

In our opinion, the basic financial statements referred to above present fairly, in all material respects,
the financial position of the Cily of Morton, Mississippi, as of September 30, 2011, and the results of its
operations and the cash flow of its proprietary fund for the year then ended in conformity with accounting
principles generally accepted in the United Slates of America,

In accordance with Government Auditing Standards, we have also issued our report dated December
11,2012, on our consideration of the Government’s internal control over financial reporting and our tests
of its compliance with certain provisions of laws, regulations, contacts and grant agreements and other
matters. The purpose of that report is to describe the scope of our testing of internal control over financial
reporting and compliance and the results of that testing, and not to provide an opinion on the internal
control over financial reporting or on compliance. That report is an integral part of an audit performed in
accordance with Government Auditing Standards and should be considered in assessing the results of our
audil.

The City of Morton, Mississippi, has chosen not 10 present Management’s Discussion and Analysis
that is not a required part of the basic financial statements, but is supplemental information required by the
Governmental Accounting Standards Board.

7

D. Scott Nieman, CPA
Post Office Box 1411 113 North Broadway McComb MS 39649
601-684-4819 Phone 601-G84-4818 Fax email snieman@niemanassociates.com



The Budgetary Comparison Schedule and corresponding notes on pages 21 and 22 are not a required
part of the basic financial statements, but is supplemental information required by the Governmental
Accounting Standards Board. We applied limited procedures, eonsisting principally of inquires of
management regarding the methods of measurement and presentation of the supplemental information. We
did not audit the infermation and express no opinion thereon.

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the City of Morton's basic financial statements.

Sincerely,

D. Scott Nieman, CPA
Nieman & Associates, PC
McComb, Mississippi

RECEIVED
FER 25 208
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CITY OF MORTON, MISSISSIPP]

Notes to the Financial Statements
For the Year Ended September 30, 2011

(1) Summary of Significant Accounting Policies
A. Financial Reporting Entity

The City of Morton, Mississippi, {the City) was incorporated in 1893. The City operates under a
Mayor/Board of Alderpersons form of government and provides all of the rights and privileges
provided by statute for municipalities.

The financial statements of the City have been prepared on the basis of cash receipts and
disbursements, which is a comprehensive basis of accounting other than accounting principles
generally accepted in the United States of America.

B. Government-wide and Fund Financial Statements
Basic financial statements consist of the following:

*  Statement of activities and net assets — cash basis
*  Statement of cash basis assets and fund balances and cash receipts, disbursements and
changes in cash basis fund balances

The government-wide financial statements report information on all of the non-fiduciary activities
of the primary government. As a general rule, the effect of inter-fund acuivity has been removed
from these statements. Governmental activities are reported separately from business-type
activities, which rely to a significant extent on fees and charges for support.

The City combines the statement of activities and statement of net assets.

The statement of activitics demonstrates the degree to which the direct expenses of a given
function or segment is offset by program revenues. Direct disbursements are those that are clearly
identifiable with a specific function or segment. Program receipts include 1) receipts from
customers or applicants who purchase, use, or directly benefit from goods, services, or privileges
provided by a given function or segment and 2) grants and contributions that are restricted to
meeting the operational or capital requirements of a particular function or segment. Taxes and
other items not properly included among program receipts are reported instead as general receipts.

C. Measurement Focus, Basis of Accounting, and Financial Statement Presentation

In the government-wide statements are presented using the basis of cash receipts and
disbursements, which is a comprehensive basis of accounting other than accounting principles
generally accepted in the United States of America. Receipts are recorded when collected and
expenditures are recorded when cash is spent.

In the fund financial statements, governmental funds and agency funds are reported using the basis
of cash receipts and disbursements, which is a comprehensive basis of accounting other than
accounting principles generally accepted in the United States of America. Receipts are recognized
as soon as they are collected. Expenditures generally are recorded when cash is spent.

The city reports the following major governmental funds:
General Fund - The General Fund is the general operating fund of the city. It is used to

account for all financial resources except those required to be accounted for in another
fund,

15



CITY OF MORTON, MISSISSIPPI

Notes to the Financial Statements
For the Year Ended September 30, 2011

The city reports the following major proprietary funds:

Water & Sewer Fund — Accounts Jor the activities of providing water and sewer services to
citizens of the City.

Additionally, the city reports the following fund type:

Apency Funds — Agency Funds are used to report resources held by the city in a purely
custodial capacity (assets equal liabilities) and do not involve measurement of results of
operations.

Amounts reported as program receipts inclede 1) receipls from customers or applicants for goods,
services, or privileges provided, 2) operating grants and cootributions, and 3) capital grants and
contributions, including special assessments. Internally dedicated resources are reported as
general receipts rather than as program receipts.

When both restricted and unrestricted resources are available for use, it is the government’s policy
to use restricted resources first, then unrestricted resources as they are needed.

D. Assets and Net Assets or Equity

1. Cash and Investments

The government's cash and cash equivalents are considered to be cash on hand or invested in
certificates of deposits,

2. Equity Classifications.

In the fund financial statements, governmenial funds report reservations of fund balances for
amounts that are not available for appropnation or are legally restricted by outside parties for
use for a specific purpose. Designations of fund balance represent tentative management
plans that are subject to change.

{2) Cash and Cash Equivalents,

The collateral for public entities” deposits in financial institutions are 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 reported in the governmental
funds, proprietary funds, and fiduciary funds was $675,002, $1,279,450 and $(6,683) respectively.
The carrying amount of deposits reported in the government-wide statements was: Cash and cash
equivalents $1,954,452 and Restricted Assets $343,230. The restricted assets represent the cash
balance which is legally restricted and may not be used for purposes that support the city’s program.
The bank balance was $2,455,890.

16
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CITY OF MORTON, MISSISSIPPI

Notes to the Financial Statements
For the Year Ended September 30, 2011

Cash and Cash Equivalents {Continued)

Custodial Credit Risk — Deposits. Custodial credit risk is the risk that in the event of the failure of a
financial institution, the city will not be able to recover deposits or collateral securities that are in the
possession of an outside party. The city does not have a formal policy for custodial risk. However, the
Mississippi State Treasurer manages that risk on behalf of the city. Deposits above FDIC coverage are
collateralized by the pledging financial institution’s trust department or agent in the name of the
Mississippi State Treasurer on behalf of the city.

Defined Benefit Pension Plan.

Plan Description. The eity 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-living adjustments, and death benefits to plan members and
beneficiaries. Benefit provisions are established by state law and may be amended only by the State of
Mississippi Legislature. PERS issues a publicly available financial report that includes financial
statements and required supplemental information. That report may be obtained by writing to Public
Employees' Retirement System of Mississippi, PERS Building, 429 Mississippi Street, Jackson, MS
39201 or by calling (601)359-3589 or 1-800-444-PERS.

Funding Policy. PERS members are required to contribute 9.00% of their annual covered salary, and
the city is required to contribute at an actuarially determined rate. The current rate is 12.00% of annual
covered payrell. The contribution requirements of PERS members and employers are established and
may be amended only by the State of Mississippi Legislature. The eity's contributions to PERS for the
fiscal years ending September 30, 2011, 2010 and 2009 were $146,826, $139,995 and $143,137,
respectively, which equaled the required contributions for each year.

Litigation,

The city is party to legal proceedings, many of which occur in the normal course of governmental
operations. It is not possible at the present time to estimate ultimate outcome or liability, if any, of the
cily with respect to various proceedings. However, the city’s legal counsel believes that there are no
lawsuits or threatened proceedings at present that will have a material adverse elfect on the financial
condition of the city.

Risk Management.

The city is exposed to various risks of loss related to torts; of, damage to and destruction of assets,
errors and omissions; injuries to employees; and natural disasters. Except as described below, the city
carries commercial insurance for these risks. Settled 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 is a member of the Mississippi Municipal Workers® Compensation Group (MMWCG). The
group is a risk-sharing pool; such a pool is frequently referred to as a self-insurance pool. MMWCG
covers risks ol loss arising Irom 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 seli-insurance pool for the purpose of jointly and severally binding the pool
and each of the emnployers comprising the group to meet the workers’ compensation obligations of
each member. Each member of the MMWCG contributes quarterly to a fund held in trust. The funds in
the trust account are used to pay any claim up to $500,000. For a claim exceeding $500,000, MMWCG

17



CITY OF MORTON, MISSISSIPPI

Notes to the Financial Statements
For the Year Ended September 30, 2011

has insurance which will pay the excess up to the statutory amount required by the Mississippi
Workers Compensation Commission Act. If total claims during a year were to deplete the trust
account, then the pool member would be required to pay for the deficiencies. The city has not had an
additional assessment for excess losses incurred by the pool.

RECEIVED
FEB 25 2013
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CITY OF MORTON, MISSISSIPPT

Budgetary Comparison Schedule — Budget and Actual
General Fund
For the Year Ended September 30, 2011

Onginal to Final 1o
Original Final Final Acual
Budge Budget Actual Variance Variance
Revenues:
Taes 5 367359 5 567359 % 359,762 - {159
Licenses and permits 10,000 19,000 7,001 (2,999)
Intergovernmental revenues 654,000 634,000 700,128 46,128
Charges for services 105,000 103,000 97,045 - (7,053)
Fines 75,000 75,000 64,846 (10,154)
Inrerest 9000 9,000 16,973 . 7973
Rent 51973 31975 32,175 - 200
Miscellaneous - - 35,038 - 55,038
Toral Reveuues 1,472,334 1,472,134 1,353 868 81,334
Espenditures:
General govemment 276,729 279.979 250,928 3,250 29 051
Public safety 744478 827,124 810,042 82,646 17,082
Public works 332974 365,839 344,344 32,865 21.493
Culture and recreation 113.050 132,311 151,916 19.761 (19,103)
Capital outlay - - 15,687 (15,687}
Debt service:
Principal 3,103 3,103 15,374 - (10,271
Interest and other charges - 2009 - (2,099)
Total Expenditures 1,472,334 1,610,836 1,590,390 138,522 20466
Excess (deficiency ) of revenues over expenditures . (138.522) (36,522) (138,522 102,000
Other Financing Sources (Uses):
Sale of fixed assets - - 9,383 {9,583)
Total Other Financing Sources and Uses - - 9,383 (9,583)
Net change in fund balances - {138,522 {26,939 {138,521 92417
Fund Balances:
Qutoker 1, 2010 932,990
Prior period adjustments {1,683)
October 1, 2010, as reslated —Q'HTJZT
Septernber 30, 2011 5 0(}4,388
21
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CITY OF MORTON, MISSISSIPPI

Notes to the Required Supplemental Information
For the Year Ended September 30, 2011

Budgetary Information

Generally, in the month of August, prior to the ensuing fiscal year beginning each October |, the Board
of Alderpersons of the City, using historical and anticipated fiscal data, prepares an original budget for
the general fund for said fiscal year. The completed budget for the fiscal year includes every source of
revenue, cach general item of expenditure, and the unencumbered cash and investment balances.

When during the fiscal year it appears to the Board of Alderpersons that budgetary estimates will not
be met, it may make revisions to the budget.

The City’s budget is prepared on the cash basis of accounting. All appropriations lapse at yeuar-end,
and there are no encumbrances to the budget beeause state law does not require that funds be available
when pgoods or services are ordered, only when payment is made.

Basis of Presentation

The Budgetary Comparison Schedule — Budpet and Aetual (Non-GAAP Basis) presents the original
adopted budget, the final adopted budget, actual amounts on a budgetary (Non-GAAP) basis and
variances between the final budget and the actual amounts. The schedule is presented for the General
Fund.

Budget Reconciliation

As discussed in Note 1, the linancial statements are prepared on the basis of cash receipts and
disbursements which is the same as the basis used for budget preparation.

22



CITY OF MORTON, MISSISSIPPI

SUPPLEMENTAL INFORMATION

23



CITY OF MORTON, MISSISSIPPI

(This page left blank intentionally.)

24



S

RECEIVED
FEB 25 2013

ORC'PSI'T  § SINAWLSIANI TVLOL
094001 suQy fwoug VA TLRO/10 11/80/10 BOOS | usoda] jo reagrua) puny asudioey
000°001 UOWOJN JO queg SOW 9 TR0 11/82/80 %0650 usodac] jo syeayiuady puny asudieiry
STT'BY sup Aroug AVHA TIMI1/50 T121/50 %O T nsodaq Jo syeaga) puny ssudiaug
LYYREL auQ Liorg MVaA TIML/50 11/1/50 %0SH 1 nsoda(] jo A puny ssudiaug
0000l UOUORN O jueq MVIA TULT /0 11/L1 /90 BOOSO usodaq Jo Areapu) puny asudizug
98001 au Aoy AvHA TIALITO0 II/L1/10 %BOOS'T nsoda( jo areaynIT) punyf asudianuy
790701 auQ) Loud "SOW Y TINTO [1/L2/80 %0FLO nsodx] jo 7edII) puny asudiayug/puny [E13U)
BTE'0ST au() Liong dvaA TI/EI/R0 11/E1/80 HOSE | nsodag yo reANUF) puny [e13UD)
0007001 UONON JO quey dvdA T1/Z271 01Ze/el %0590 usoda( yo JeApua) puny [e12ua)
886°C $ UOWORN JO yurg MVaA TLAOA0 11040 P06L0 nsoda jo w137 puny (21213
AYTYA/LSOD NOLLYINIOANI WRIALL ALV gLva HLVYd INAW.LSHANT dIHS¥AN MO
INAW.LSHANI WHHLO ALMNLYIN NOLLISINOOY LSHYAINI A0 HdAL

1102 “0€ 1oquiadog papug Jes, [E35L] ) 10,

Spuny{ [[¥ — SIUSUNSIAU] JO IMPIYIS

[ddISSISSIN ‘NOLIOW d0 ALID



97

9LLI9E8] & {(6£9°8) - s - § LIET6 890'2L7°%1 %

LROTT - - - 69662 RII'TL

(FER0T - - - - OFE 807

OPTE0L (6£9'8) - - - 6L8°TIE

LIRBLY'LT - 679°19T - - 861TIFLI

£96°0C - (679'L97) - 8679 YET9ZE

61E'Ly $ - - $ - § - 6Ly $

SOL'669°C % 6E9'8 - § (150%6t) $  £39'CI 0E0°FIL'T $

NN T - - - - ces'esy

9£8'001 - - - - 98001

LISTS9 6£9°8 - {150'6E) - 626°[8Y

010'0LT - - - - 010°0LZ

L LN - - - - ClE'Lse

Pr8°LS - - - - PRLS

10L°L¥L - - - - 0L LFL

L89S - - - L89'CT -

00001 § - - s - 5 - 00001 g
Jouejeyq sjuaunsnfpy UOIIMIISUC) 595823 §258210U] saouejeq
Fupugg pa19[do) Fuwumdoy

[10Z ‘0 22quimidag papuq 1ea A [€ISLL ) 104
s1assy nede) Jo J[npayog

IddISSISSIN ‘NOLYOW 40 ALLD

sjassy [ede) sspupay add)-ssaulsng o),

sasea] [endes wpun suoneSigQ
Juaudinbg 2 aanwng
nxudiaby spgqo
NI IS EIpU]
ssa)ford u uoINIISULY)
pue]

1519585y remde)

:sapunoe adi-ssaursng

5255V [E)KiE) SAPRIPVY [FlUanLIMOD) 0],

sasea] [ruden wpun suoednqo
yaudinbyg 2 amyung
yuaudinbyg spqoly
1210 SjuAaud Acrdiy
amidnuseyup
siuanaaordy Juppng
sTurppmg
ssarFoud ur yoroIIsuC)
pueT
181955y Tende)
1S3 IR [EIUAMLIIA0)



LT

9E5' TS $ TSE'HEST $ (099 $ T£989S §  696'6T $  £8T°0FTS $

L98°60S 8SL'6ES Y (LI&E) FLO'RES 69667 0RL'IH0'S

T9'S1 1660t £6LT L8E°CE 69667 959'61

FI6 LS vISPST (0499} 9€T'9SH - OTLLILY

T€€'9¢ £S6'LET - 1SH'9¢ - HOPPLT

699 1Y £61°5S1 (£5L°T) LSS0 - £05'861

809'9¢ £66'071 (€5t 939'GE - ZEH661

190'S $  00THE $ - § 1.8 ¢ - $  1.06E $
IB3k-2u00 1107 ‘0t Isquadag sjusUNsSNpYy SISBALDA(] SASFBALOU] 0107 ‘T 1390190

Ay 2n( Supueising Ira ) [B2SL] Juum(] suofldoesuel] Surpueisin

SUNOWYY asuered aouereg

1107 '0f 12quiandag papuq I1ea g [eISL ay) 104
19 wia [ -3u0] Jo a[npayosg

IddISSISSI 'NOLIOW 40 ALID

TV.LOL
[e01qns sAPANDE dAI-ssausng
JqeAeg sasex (eude)) sapup) suonedyqQ
sueo( Jusmaaoidur [epde)y
spuog uonedg() [eLouay
SaIANRY adAj-ssamsng

[F101Q0S SAPAT IR [FUMUILIIACD)

Jqehed sasea] rende)) 1opun) suoedngO
SpUO UGIBSQQ) [B19UX)

ISAIATIOY [EIUAULMLIIADT)



CITY OF MORTON, MISSISSIPPI

Schedule of Surety Bonds of City Officials

September 30, 2011

Name Position Surety Bond Company Ampunt
Greg Butler Mayor St, Paul/Travelers insurance Co. $ 50,000
Annie H. Owens Alderwoman St, Paul/Travelers Insurance Co. 50,000
Janet Laseter Jones Alderwoman St. Paul/Travelers Insurance Co. 50,000
David B. French Alderman St. Paul/Travelers Insurance Co. 50,000
Alpha O, Hollis Laster Alderwoman St. Paul/Travelers Insurance Co. 50,000
William R. Booth Aldernan St. Paul/Travelers Insurance Co. 50,000
Dorothy Redeemer City Clerk St. Paul/Travelers Insurance Co. 50,000
Nicky Crapps Police Chief St. Paul/Travelers Insurance Co. 50,000

The City of Morton maintains a blanket surety bond that covers all Police Officers ($25,000), Police Dispatchers (525,000},
the Deputy City Clerks {550,000), and all other personnel that handle cash (550,000).
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Nieman & Associates PC I

CERTIFIED PUBLIC ACCOUNTANT AICPA/MSCPA

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

December 11, 2012

Mayor and Board of Aldermen
City of Morton, Mississippi

We have audited the financial statements of the governmental activities, each major fund and the
aggregate remaining fund information of the City of Morton as of and for the year ended September 30,
2011, which collectively comprise the City of Morton’s basic {inancial staterents and have issued our
report thereon dated December 11, 2012. We conducted our audit in accordance with anditing standards
generally accepted in the United States of America and the standards applicable to financial audits
contained in Government Auditing Standurds, issued by the Comptroller General of the United States.

Internal Control Over Financial Reporting

Management of the city is responsible for establishing and maintaining effective internal control over
financial reporting. In planning and performing our audit, we considered the city's internal control over
financial reporting as a basis for designing our auditing procedures for the purpose of expressing our
opinions on the financial statements, but not for the purpose of expressing an opinion on the effectiveness
of the city’s intermal control over financial reporting. Accordingly, we do not express an opinion on the
effectiveness of the city’s internal control over financial reporting.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent, or
detect and correct misstatements on a timely basis. A material weakness is a deficiency, or combination of
controt deficiencies, in internal control such that therc is a reasonable possibility that a material
misstatement of the entity’s financial statements will not be prevented, or detected and corrected on a
timely basis.

Our consideration of intermal control over financial reporting was for the limited purpose described in
the first paragraph of this section and was not designed to identify all deficiencies in internal control over
finaneial reporting that might be deficiencies, significant deficiencies or material weaknesses. We did not
identify any deficiencies in internal control over financial reporting that we consider to be material
weaknesses, as defined above. However, we identified certain deficiencies in internal control over
financial reporting, described in the accompanying Schedule of Findings as 2011-01, 2011-02, and 2011-03
that we eonsider to be significant deficiencies in internal eontrol over financial reporting. A significant
deficiency is a deficiency, or combination of deficiencies, in intemal control that is less severe than a
material weakness, yet important enough to merit atlention by those charged with governance.
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The city’s response (o the findings identified in our audit described in the accompanying Schedule of
Findings can be found in the following Auditee’s Responses section. We did not audit the City Morton's
responses and accordingly we express no opinion on them.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the city’s financial statements are free of
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracts and grants, 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,

This report is intended solely for the information and use of the mayor, board of aldermen, and
management 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.

Sincerely,

Dt

D. Scott Nieman, CPA
Nieman & Associates, PC
McComb, Mississippi

RECEIVED
FEB 25 2013
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Nieman & Associates PC y

CERTIFIED PUBLIC ACCOUNTANT AICPA/MSCPA

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

December 1, 2012

Mayor and Board of Aldermen
City of Morton, Mississippi

We have audited the financial statements of the governmental activities, the business-type activities,
each major fund and the aggregate remaining fund information of the city as of and for the year ended
September 30, 2011, and have issued our report thereon dated December 11, 2012, We conducted our audit
in accordance with auditing standards generally accepted in the United States of America, the standards
applieable to financial audits contained in Government Auditing Standards.

As required by the state legal compliance audit program prescribed by the Office of the Siate Auditor,
we have also performed procedures to test compliance with eertain 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 peneral purpose financial statements disclosed no
instances of noncompliance with state laws and regulations.

This report is intended solely 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.

Sincerely,

D et

D. Scott Nieman, CPA
Nieman & Associates, PC
McComb, Mississippi
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CITY OF MORTON, MISSISSIPPI

SCHEDULE OF FINDINGS
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CITY OF MORTON, MISSISSIPPI

Schedule of Findings
For the Year Ending September 30, 201

Section 1: Summary of Auditor’s Results

Financial Statements
. Type of auditor's report issned on the financial statements: Unqualified
2. Material noncompliance relating to the financial statements? No

3. Intemal control over financial reporting:
a. Matenal weaknesses identified? No
b.  Significant deficiency idenlified that is not considered to be a marenal
weakness? Yes

Section 2: Financial Statement Findings

Reportable condition not consjdered to be a material weakness

2011-01 ~ Incomnplete list of general fixed assets and incomplete or incorrect calculation of
depreciation and accumulated depreciation

Finding

Per Section 21-17-5, Mississippi Code Ann. {1972), the municipal governing authority shall have
the care. manageinent and conivel of the municipal affairs and its property and {inances.
Therefore, the nunicipal governing authority is responsible for the custody of its assets, The City
does not have a complete and accurate subsidiary of fixcd assets as is required. Accurate financial
reporting is dependent upon the city maintaining accurate fixed assel records. During our review
of fixed asset records, we found the following:

* The master fixed asset list is incomplete and one (1) asset from the existence test was not
found on the master fixed asset list.

¢ The depreciation and accumulated depreciation was not calculated corrcelly or was
incomplete; assets valuing $4.4 million were left off of the depreciation schedule.

Recommendation

The City had purchased new software in the previous year and has begun the process of entering
the fixed assets. We recommend that the City continue their efforts to enter all assets into the new
software. We also recommend that the City adjust accumulated depreciation to reflect the correct
amount on all depreciable assets and that all assets exceeding the threshold be included on the
depreciation schedule.
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CITY OF MORTON, MISSISSIPPI

Schedule of Findings
For the Year Ending September 30, 201!

Section 2: Financigl Statement Findings {Continued)
Reportable condition not considered to be a material weakness(Continued)

2011-02 — Timeliness and Accuracy of Court Receipts & Deposits

Finding

Prudent internal controls should inelude the timely deposit of all receipts and indicating the form
of collections {eash, check, money order). During our test of revenues, we examined one month of
receipts and found that five receipts were not deposited timely and three reeeipts did not indicate
the type of payment.

Recommendation

We recommend that controls be put in place to ensure that court fine receipts are timely deposited
and properly documented. The collections from the poliee department should be turned into City
Hall on a daily basis.

2011-03 - No written quoles for purehases over $5,000

Finding

Per Section 31-7-13(d), Mississippi Code Ann. (1972}, purchases which involve an expenditure of
more than five thousand dollars ($5,000) but not more than twenty-five thousand dollars
($25,000), exclusive of freight and shipping charges, may be made from the lowest and best
bidder without publishing or posting advertisement for bids, provided at least two (2) competitive
written bids have been obtained. During our review of individually significant expenditures, we
noted there were four (4) purchases exceeding five thousand dollars ($5,000), exclusive of freight
and shipping charges, made without obtaining at least two (2) written eompetitive bids.

Recommendation
We recommend that the City follow the state purchasing law and obtain the required two (2)

written competitive bids when purchasing over five thousand dollars ($5,000) and maintain
documentation of the written bids.
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AUDITEE’S CORRECTIVE ACTION PLAN
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ALDERMEM:

WILLLAM R. {(BUDDY) BOOTH, Mayor Pra Tam
DAVID B. FRENCH

ONEIDA (NITA) HOLLIS LASTER

JANET LASETER JONEY

AMNMHIE H. OWENS

February 7, 2013

Nieman & Associates, PC
PO Box 1411
McComb, MS 39645-1411

Re: CORRECTIVE ACTION PLAN

Dear Sir:

CITY OF MORTON
F.0O. Box 555
Morton, MS 39117
Phone: {801) 732-6252

GREG BUTLER, Mayor

DOROTHY REDEEMER
GCity Clork

MNICKY CRAPPS

Palice Chiel

HEZ L. HOLLINGSWORTH
City Attorrwy

The Ciry of Morton, Mississippi respectfully submits the following corrective action plan for the
findings included in the Schedule of Findings and Questioned cost for the year ended September
30,2011, The finding is numbered consistently with the number assigned in the schedule in

Section 2.

Finding 2011-01: Incomplete list uf gencral fixed assels and incomplete or ingorrect caleulation
of depreciation and accumulated depreciation.

Recommendation: The City had purchased new gsoftware in the previvas year and has
begun the process of entering the fixed assets. We recommend that the City continue
their efforis 10 enter all asseis inio the new software. We also recommend that the City
adjust accumulated depreciation to reflect the correet amount on all depreciable assets
and that all assets exceeding the threshold be included on the depreciation schedule,

Action Taken! We will conunue to enter all fixed assets imto the software in the master
fixed ussets file and we will contact the sofhware vendor 1o assist in getting the

depreciation cafculation and acvumiulated depreciation corrected.
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Finding 20! 1-02: Timeliness and accuracy of court receipts and deposits.

Recommendation: We recommend that controls be put in place to ensure that court fine
reccipts are timely deposited and properly documented. The collections from the police
department should be turned into City Hall on a daily basis.

Action Taken: The City Clerk and the Chief of Police has put in place procedures to
ensurc that the court receipts colleeted at the Police Department will be turncd into City
Hall on o daily basis,

Finding 2011-03: No written quotes for purchases over $5,000.

Recommendation: We reconunend that the City follow the siate purchasing Inw and
abtain the required two (2) written competitive bids when purchasing over five thousand
dollars ($5,000) and maintain documentation of the written bids.

Action Taken: The City of Morton will comply with Section 37-7-1(f) of the Mississippi
Code Ann, (1972), and obtain at Jeast (2) written bids when purchasing over $5,000, but
no wore than $25,000.

Namc of contact person responsible for the Corrective Action Plan: Dorothy Redeemer, City
Clerk, phone number (601) 732-8609.

The City of Morton is in the process of making the ubove corrective action changes,

Sincersly,
Dorothy chcmcr
City Clerk

RECEIVED
FEB 25 2013
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