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FORTENBERRYltBALLARD, PC 
CERTIFIED PUBLIC ACCOUNTANTS 

INDEPENDENT AUDITOR'S REPORT ON THE BASIC FINANCIAL 
STATEMENTS AND SUPPLEMENTARY INFORMATION 

Mayor and Board of Aldermen/ Alderwomen 
City of Hernando, Mississippi 

Report on the Financial Statements 

We have audited the accompanying financial statements of the governmental activities, the 
business-type activities, each major fund, and the aggregate remaining fund information of the 
City of Hernando, Mississippi, as of and for the year ended September 30, 2017, and the related 
notes to the financial statements, which collectively comprise the City of Hernando, 
Mississippi'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 Responsibility 

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 evidence 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. 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a 
basis for our audit opinions. 
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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, each 
major fund, and the aggregate remaining fund information of the City of Hernando, Mississippi, 
as of September 30, 2017, 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 States 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, budgetary comparison information, the Schedule of the 
City's Proportionate Share of the Net Pension Liability, and the Schedule of the City's Contribu
tions on pages 8-17 and 52-56, respectively, 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 

The Schedule of Surety Bonds for City Officials has 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 it. 

Other Reporting Required by Government Auditing Standards 

In accordance with Government Auditing Standards, we have also issued our report dated May 
31, 2019, on our consideration of the City of Hernando, Mississippi's internal control over 
financial reporting and on our tests of its compliance with certain provisions of laws, regulations, 
contracts and grant agreements and other matters. The purpose of that report is solely to 
describe the scope of our testing of internal control over financial reporting and compliance and 
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the results of that testing, and not to provide an opinion on the effectiveness of City of Hernando, 
Mississippi's 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 
coniidering City of Hernando, Mississippi's internal control over financial reporting and 
compliance. 

{o1,.7;...,d1-1.l7 1 tJJ lLl/t.b, f( 

Fortenberry & Ballard, PC 
May 31, 2019 
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CITY OF HERNANDO, MISSISSIPPI 

Management's Discussion and Analysis 
For the Year Ended September 30, 2017 

As management of the City of Hernando (the "City"), we offer readers of the City's financial statements this 
narrative overview and analysis of the financial activities for the fiscal year ended September 30, 2017. We 
encourage readers to read the information presented here in conjunction with additional information that we have 
furnished in the City's financial statements, which follow this narrative. 

This discussion complies with the "Required Supplementary Information" specified in the Governmental 
Accounting Standards Board's (GASB) Statement No. 34 - Basic Financial Statements - and Management's 
Discussion and Analysis (MD&A) for State and Local Governments issued in June 1999 to provide the reader a 
clear understanding of the financial activities that occurred during the fiscal year. 

Financial Highlights 

• The liabilities and deferred inflows of resources of the City exceeded its assets and deferred outflows of 
resources at the close of the fiscal year by $1,530,256 (total net position). 

• The government's total net position decreased by $38,032, which includes a prior period adjustment of 
$427,395, due to a decrease in governmental type activities net position. 

• As of the close of the current fiscal year, the City's governmental activities reported combined ending net 
position of ($4,953,093) a decrease of $87,242, which includes a prior period adjustment of $169,829 in 
comparison with the prior year. 

• At the end of the current fiscal year, unassigned fund balance for the General Fund was $652,611, or 6.61 
percent of total general fund expenditures for the fiscal year. 

• The City's total debt decreased by $775,357 (4.7%) during the current fiscal year. 

Overview of the 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 consist of three components; 1) government-wide financial statements, 2) fund 
financial statements, and 3) notes to the financial statements. The basic financial statements present two different 
views of the City through the use of government-wide statements and fund financial statements. In addition to the 
basic financial statements, this report contains required supplementary information, and other information that will 
enhance the reader's understanding of the financial condition of the City. 

Basic Financial Statements 

The first two statements (Pages 19 and 20) making up the basic financial statements are the Government-wide 
Financial Statements. They provide both short and long-term information about the City's financial status. 

The next statements (Pages 21, 23 and 25) are Fund Financial Statements. These statements focus on the activities 
of the individual parts of the City government. These statements provide more detail than the government-wide 
statements. There are two parts to the Fund Financial Statements: 1) the governmental funds statements; and 2) the 
proprietary fund statements. 

The next section of the basic financial statements is the notes. The notes to the financial statements explain in detail 
some of the data contained in those statements. 

Required Supplementary Information 

After the notes, required supplementary information is provided to show budgetary information required by 
Governmental Accounting Standards Board for the General Fund. Additionally, the Schedule of the City's 
Proportionate Share of the Net Pension Liability and the Schedule of the City's Contributions are included in this 
section. 
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Other Information 

CITY OF HERNANDO, MISSISSIPPI 

Management's Discussion and Analysis 
For the Year Ended September 30, 2017 

Additionally, a Schedule of Surety Bonds for City Officials can be found in this section of the report. 

Government-wide Financial Statements 

The government-wide financial statements are designed to provide the reader with a broad overview of the City's 
finances, similar in format to a financial statement of a private-sector business. The government-wide statements 
provide short and long-term information about the City's financial status as a whole. These statements are prepared 
using the economic resources measurement focus and the accrual basis of accounting. 

The two government-wide statements report the City's net position and how it has changed. Net position is the 
difference between the City's total assets, deferred outflows of resources, total liabilities and deferred inflows of 
resources. Measuring net position is one way to gauge the City's financial condition. 

The government-wide statements are divided into two categories: 1) governmental activities and 2) business-type 
activities. The governmental activities include most of the City's basic services such as public safety, parks and 
recreation, and general administration. Property tax and sales tax finance most of these activities. The business
type activities are those that the City charges customers to provide. These include the water and sewer and 
sanitation services offered by the City. 

The government-wide financial statements are on pages 19 and 20 of this report. 

Fund Financial Statements 

The fund financial statements provide a more detailed look at the City's most significant activities. 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, like all other governmental entities in Mississippi, uses fund accounting to ensure 
and reflect compliance ( or non-compliance) with finance-related legal requirements. All of the funds of City can be 
divided into two categories: governmental funds and proprietary funds. 

Governmental Funds - Governmental funds are used to account for those functions reported as governmental 
activities in the government-wide financial statements. Most of the City's basic services are accounted for in 
governmental funds. These funds focus on how assets can readily be converted into cash flow in and out, and what 
monies are left at year-end that will be available for spending in the next year. Governmental funds are reported 
using an accounting method called modified accrual accounting that provides a short-term spending focus. As a 
result, the governmental fund financial statements give the reader a detailed short-term view that helps him or her 
determine if there are more or less financial resources available to finance the City's programs. The relationship 
between governmental activities (reported in the Statement of Net Position and the Statement of Activities) and 
governmental funds is described in a reconciliation that is a part of the fund financial statements. 

The City adopts an annual budget for its General Fund. The budget is a legally adopted document that incorporates 
input from the management of the City, and the decisions of the Board about which services to provide and how to 
pay for them. It also authorizes the City to obtain funds from identified sources to finance these current period 
activities. The budgetary comparison statement uses the budgetary basis of accounting and is presented using the 
same format, language, and classifications as the legal budget document. The statement shows four columns: I) the 
original budget as adopted by the board; 2) the final budget as amended by the board; 3) the actual resources, 
charges to appropriations, and ending balances in the General Fund; and 4) the difference or variance between the 
final budget and the actual resources and charges. To account for the difference between the budgetary basis of 
accounting and the modified accrual basis, a reconciliation showing the differences in the reported activities is 
shown at the end of the budgetary statement. 
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CITY OF HERNANDO, MISSISSIPPI 

Management's Discussion and Analysis 
For the Year Ended September 30, 2017 

Proprietary Funds -The City has one type of proprietary fund. 

Enterprise Funds are used to report the same functions presented as business-type activities in the government-wide 
financial statements. The City uses an enterprise fund to account for its utility operations. This fund is the same as 
those functions shown in the business-type activities in the Statement of Net Position and the Statement of 
Activities. 

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 begin on page 29 of this report. 

Government-Wide Financial Analysis 

The City of Hernando's Net Position 

Figure 1 

ASSETS 
Current and other assets 
Capital assets, net 

Total assets 

Governmental Activities 
lllll lllli 

10,904,169 10,563,700 
14 559 536 13 404 857 

25,463, 705 23,968,557 

2 922 092 DEFERRED OUTFWWS OF RESOURCE=S~-=~~ 2 776,671 

LIABILITIES 
Current Liabilities 
Long term debt outstanding 
Net pension liability 

1,015,308 
11,448,226 
13 641 703 

26,105,237 Total liabililin -----'== 

7233 653 DEFERRED INFWW OF RESOURCES ---"'"" 

NETPOSffiON 
Net investment in capital assets 
Restricted 
Unrestricted 

3,471,967 
3,314,090 

(11,739,150) 

Total net position -....a.a...;; (4,953,093) 

1,287,377 
11,886,664 
13140319 

26,314,360 

5 296 719 

1,831,778 
4,214,793 

(10,912,422) 

(4,865,851) 

Busiot~t:Ixm: AdYilia 
lllll lllli 

1,023,449 885,903 
9284 755 9 526 443 

10,308,204 10,412,346 

492 600 467249 

580,339 534,091 
4,217,524 4,554,443 
2 365 296 2 288 235 

7,163,159 7,376,769 

214 808 129199 

5,099,170 4,998,493 

(1,676.333) (1,624,866) 

3,422,837 3,373,627 

Tulllls 
lllll lllli 

11,927,618 11,449,603 
23 844 291 22931300 

35,771,909 34,380,903 

3 414 692 3 243 920 

1,595,647 1,821,468 
15,665,750 16,441,107 
16 006 999 15 428 554 

33,268,396 33,691,129 

7 448 461 5 425 918 

8,571,137 6,830,271 
3,314,090 4,214,793 

03.415,483) (12,537,288) 

(1,530,256) p,492,224) 

As noted earlier, net position may serve over time as one useful indicator of a government's financial condition. 
The liabilities and deferred inflows of resources of the City of Hernando exceeded assets and deferred outflows of 
resources by $1,530,256, as of September 30, 2017. 

The largest portion of net position, $8,571,137 is reflected in the City's investment in capital assets (e.g. land, 
buildings, machinery, and equipment), less any related debt still outstanding that was issued to acquire those items. 
The City uses these capital assets to provide services to citizens; consequently, these assets are not available for 
future spending. Although the City's investment in its capital assets is reported net of the outstanding related debt, 
the resources needed to repay that debt must be provided by other sources, since the capital assets cannot be used to 
liquidate these liabilities. 

There is a deficit of $13,415,483 in unrestricted net position due to recording of unfunded pension liabilities under 
GASB 68. Please refer to Note 13. 
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CITY OF HERNANDO, MISSISSIPPI 

Management's Discussion and Analysis 
For the Year Ended September 30, 2017 

Several aspects of the City's financial operations influenced the total unrestricted governmental net position: 

• Increased sales tax revenues of approximately $274,000. 
• Program revenue decrease of approximately $125,000 offset by an increase in other general revenue 

collections of approximately $357,000. 
• Expenditure increase overall for operations were approximately $385,000 due primarily to higher pension 

expense costs. 

REVENUES 
Program Revenues: 

Charges for seMces 
Operating and capital grants 

Total program revenues 

General Revenues 
Property taxes 

Sales tax 

Other general revenues 

Total general revenues 

Total Revenues 

EXPENSES 
General government 
Public safety 
Public works 
Health and welfare 
Culture and recreation 
Economic development 
Pension expense 
Interest on long tenn debt 
Utilities 

Total expenses 

Chan&'! in net position 

Net Positim-Beginning of Year 

Prior Period AdjustmeJt 

Net Position-Beginnala: of Year-Restated 

Net Positim-End of Year s 

City of Hernando's Changes in Net Position 

Figure 2 

Governmental Activities 

2017 2016 

1,151,964 1,533,803 

1,046,791 789,351 

2,198,755 2,323,154 

4,659,061 4,754,319 

3,523,684 3,249,359 

1,559,877 1,391,503 

9,742,622 9,395,181 

11,941,377 11,718,335 

721,338 1,331,648 

6,661,635 6,813,783 

1,516,299 694,638 

124,513 116,139 

469,656 781,227 

255,000 

2,168,597 1,533,569 

281,410 539,134 

12,198,448 11,810,138 

(257,071) (91,803) 

(4,865,851) (4,774,048) 

169,829 

(4,696,022) (4,774,048) 

(4,953,093) s (4,865,851) 

Busines9-Type Adivities 

5,057,246 

28,445 

5,085,691 

(253,659) 

(253,659) 

4,832,032 

333,310 

87,062 

4,620,016 

5,040,388 

(208,356) 

3,373,627 

257,566 

3,631,193 

3,422,837 

4,497,268 

4,497,268 

(261,773) 

(261,773) 

4,235,495 

269,047 

113,966 

4,492,530 

4,875,543 

(640,048) 

4,013,675 

4,013,675 

s 3,373,627 

Totals 

2017 

6,209,210 

1,075,236 

7,284,446 

4,659,061 

3,523,684 

1,306,218 

9,488,963 

16,773,409 

721,338 

6,661,635 

1,516,299 

124,513 

469,656 

255,000 

2,501,907 

368,472 

4,620,016 

17,238,836 

(465,427) 

(1,492,224) 

427,395 

(1,064,829) 

(1,530,256) 

RECEIVED 

2016 

6,031,071 

789,351 

6,820,422 

4,754,J 19 

3,249,359 

1,129,730 

9,133,408 

15,953,830 

1,331,648 

6,813,783 

694,638 

116,139 

781,227 

1,802,616 

653,100 

4,492,530 

16,685,681 

(731,851) 

(760,373) 

(760,373) 

(1,492,224) 



CITY OF HERNANDO, MISSISSIPPI 

Management's Discussion and Analysis 
For the Year Ended September 30, 2017 

Governmental activities. Governmental activities decreased the City's net position by $257,071 which was offset 
by a prior period adjustment of$169,829. Key elements of this decrease are as follows: 

• General government and public safety expenses increased due to the recognition of pension expense related 
to GASB 68. 

• The GASB 68 pension liability outflows I inflows beginning balance was adjusted by the amount listed 
above. 

• All other key activities are listed on the previous page. 

Governmental Activities Expenses are broken out by department as follows 

Chart 1 

4% 

Governmental Activities Expenses 

2% 1% 2% • General Govt 

• Public Safety 

111 Public Works 

• Culture & Recreation 

!'IA Pension Expense 

fill Economic Development 

Health & Welfare 

Interest on Debt 

Business-type activities: Business-type activities decreased the City's net position by $208,356 which was offset 
by a prior period adjustment of$257,566. Key elements of this net increase are as follows: 
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• Charges for services increased by nearly $600,000 in the Utility Fund due to increased collections from 
customers in the current fiscal year. 

• Utility expenses increased approximately $165,000 in the Utility Fund. 



CITY OF HERNANDO, MISSISSIPPI 

Management's Discussion and Analysis 
For the Year Ended September 30, 2017 

Business type revenues compared to expenses are as follows: 

$5,100,000 
$5,080,000 
$5,060,000 
$5,040,000 
$5,020,000 
$5,000,000 
$4,980,000 
$4,960,000 
$4,940,000 
$4,920,000 
$4,900,000 
$4,880,000 

Chart 2 

Utilities 

Financial Analysis of the City of Hernando's Funds 

11 Revenues 

II Expenses 

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 near-term inflows, 
outflows, and balances of usable resources. Such information is useful in assessing the City's financing 
requirements. Specifically, unassigned fund balance can be a useful measure of a government's net resources 
available for spending at the end of the fiscal year. 

The general fund is the chief operating fund of the City. At the end of the current fiscal year, unassigned fund 
balance of the General Fund was $652,611, while total fund balance reached $684,193. As a measure of the general 
fund's liquidity, it may be useful to compare both unassigned fund balance and total fund balance to total fund 
expenditures. Unassigned fund balance represents 6.6 percent of total General Fund expenditures. 

At September 30, 2017, the governmental funds of the City reported a combined fund balance of$4,069,956, a 15.6 
percent decrease over last year. Included in this change in fund balance are increases in fund balance in the General 
Fund, and decreases in fund balances in the Debt Service Fund and the GO Debt Construction Fund. 

The General Fund increase was mainly due to increase in property taxes and sales tax collections. The Debt Service 
Fund decreased due to higher debt service payments being made from the prior period. The GO Debt Construction 
Fund decreased due to expenditures of the proceeds received from debt issuances made in prior periods. 

General Fund Budgetary Highlights: During the fiscal year, the City revised the budget on three occasions. 
Generally, budget amendments fall into one of three categories: 1) amendments made to adjust the estimates that 
are used to prepare the original budget ordinance once exact information is available; 2) amendments made to 
recognize new funding amounts from external sources, such as Federal and State grants; and 3) increases in 
appropriations that become necessary to maintain services. 
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CITY OF HERNANDO, MISSISSIPPI 

Management's Discussion and Analysis 
For the Year Ended September 30, 2017 

Revenues were more than the budgeted amounts primarily because property tax and sales tax revenues received 
were greater than originally anticipated. Expenditures increased also in some of the funds primarily due to increased 
employment costs. 

Proprietary Funds. The City's proprietary funds provide the same type of information found in the government
wide statements but in more detail. Unrestricted net position of the Utility Fund at the end of the fiscal year is 
($1,676,333). The total growth in net position for the Utility fund was $49,210 which includes a prior period 
adjustment of $257,566 due to a recalculation of beginning balance of pension deferred outflows and deferred 
inflows. Other factors concerning the finances of these two funds have already been addressed in the discussion of 
the City's business-type activities. 

Capital Asset and Debt Administration 

Capital assets. The City's capital assets for its governmental and business-type activities as of September 30, 
2017, totals $23,844,291 (net of accumulated depreciation). These assets include buildings, roads and bridges, land, 
machinery and equipment, water works system, and vehicles. 

Major capital asset transactions during the year include the following additions and disposals: 

• Vehicles purchased in current fiscal year: $359,633 for twelve ( 12) new police vehicles and $55,998 for 
two new vehicles for the Utilities Department. 

• Machinery and equipment purchased in the current fiscal year include the following significant items: 
$42,081 in new fitness equipment and a $132,699 Knuckleboom loader for the Utilities Department. 

• Major completed projects include the following: 1) The Gale Center roof project ($389,210), 2) Soccer 
field lighting projects ($386,470) and 3) Safe Routes to School project ($422,588). 

The City of Hernando's Capital Assets 

Figure 3 

~overnmental Activities Business. Tyne A,tivities Totals 

lli1 ~ 2017 ~ lli1 1l!!2. 
Land $ 575,939 $ 575,939 $ 719,630 $ 719,630 $ 1,295,569 $ 1,295,569 
Construction in progress 324,866 173,853 66,049 14,409 390,915 188,262 
Buildings and improvements 6,288,177 5,899,001 48,970 6,337,147 5,899,001 
Equipment 2,168,000 2,053,312 1,015,249 998,994 3,183,249 3,052,306 
Vehicles 2,050,900 1,714,479 499,897 461,551 2,550,797 2,176,030 
Improvements other than bldgs 1,135,631 749,161 1,135,631 749,161 
Infrastructure 11,154.309 10,340,141 11,154,309 10,340,141 
Waterworks system 15,703,264 15,692,889 15,703,264 15,692,889 
Accumulated depreciation (9,138,286) (8,101,029) (8,768,304) (8,361,030) (17,906,590) (16,462,059) 

$ 14,559,536 $ 13,404,857 $ 9,284,755 $ 9,526,443 $ 23,844,291 $ 22,931,300 
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CITY OF HERNANDO, MISSISSIPPI 

Management's Discussion and Analysis 
For the Year Ended September 30, 2017 

Additional information on the City's capital assets can be found in Note 6 of the Basic Financial Statements. 

Long-term Debt. As of September 30, 2017, the City had total debt outstanding of$15,665,750. Included here is 
bonded debt totaling $10,210,000 backed by the full faith and credit of the City. The remainder of the City's debt 
represents bonds secured solely by specified revenue sources (i.e. revenue bonds), notes payable, and leases payable. 

City of Hernando's Outstanding Debt 
General Obligation and Revenue Bonds 

Figure 4 

Governmental activities 

General obligation bonds $ 9,633,868 $ 

Limited obligations bonds 240,000 

Loans/ Notes payable 354,561 

Leases payable 924,347 

Compensated absences 276,200 

Bond premiums 19,250 _____ ....;__ 

Governmental activities $ 11,448,226 $ 

Business -type activities 

General obligation bonds $ 576,132 $ 

Notes payable 3,406,196 

Leases payable 203,257 

Compensated absences 31,939 

Business-type activities $ 4,217,524 $ 

Total Long-Term Debt $ 15,665,750 $ 

10,394,268 

458,038 

795,574 

216,701 

22,083 

11,886,664 

670,732 

3,728,187 

129,031 

26,493 

4,554,443 

16,441,107 

The City's total debt decreased by $775,357 (4.7%) throughout the fiscal year. There was no new bond issuance in 
the current fiscal year. A limited obligation bond executed in the prior audit period was posted in the current audit 
year for $255,000 less $15,000 in principal payments made. New debt was also issued through a lease in the amount 
of$359,406 for the purchase of police vehicles. 

Mississippi general statutes limit the amount of general obligation debt that a unit of government can issue to 15 
percent of the total assessed value of taxable property located within that government's boundaries. The legal debt 
margin for additional debt for the City is $9,484,702. 
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CITY OF HERNANDO, MISSISSIPPI 

Management's Discussion and Analysis 
For the Year Ended September 30, 2017 

See the Chart 3 for the pay down of the current debt. 

$80,000,000 

$70,000,000 

$60,000,000 

$50,000,000 

$40,000,000 

$30,000,000 

$20,000,000 

$10,000,000 

$-

Chart 3 

Long Term Debt 
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Additional information regarding the City's long-term debt can be found in Note 10 on page 44 of this report. 

Economic Factors and Next Year's Budgets and Rates 

The following key economic indicators reflect the growth and prosperity of the City. 

• Low unemployment. The City's unemployment rate of3.5%, as of September 30, 2017, is well below the 
National and State averages of 4.2% and 4.7%. 

• In 2017, Hernando's population was calculated, according to the United States Census most recent 
numbers, to be 15,986. Since 2000, the population in the county seat of DeSoto County has increased by 
over 9,000, nearly 150%. 

• On December 19, 2017, the City of Hernando purchased the North Mississippi Utility Company materially 
expanding their customer base to be provided utility services by the City such as water and sewer services. 

• The City of Hernando has received numerous accolades recently. Those honors include "Playful City 
USA", "Healthiest Hometown", and "Tree City USA". The City emphasizes and encourages its residents 
to take up a healthy lifestyle. Certification such as "Let's Move" and "Excel By 5" Community emphasize 
this action. In 2015, the City of Hernando was ranked second in F amity Circle magazine for the "Best 
Town for Families". 

Budget Highlights for the Fiscal Year Ending September 30, 2018 

Governmental Activities: Property taxes (benefiting from the economic growth) are expected to increase as the 
assessment increased in the current year. Ad valorem taxes were increased for the first time in several years in order 
to augment public safety and public works functions provided by the City. The City of Hernando is generally 
conservative when budgeting revenues due to unknown economic factors. 

The City will receive capital funding in fiscal year 2018 for the widening and improvement ofMcl:~~;~·Rol:\4,.~ . 
major road running through a heavily residential part of the City and also a burgeoning business corridor. Kt:. CE f VE D 
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City of Hernando, Mississippi 

Management's Discussion and Analysis 
For the Year Ended September 30, 2017 

Budgeted expenditures in the General Fund are expected to be relatively similar to the current year. The City doesn't 
anticipate any significant increases in expenditures through the general fund. 

Business-type Activities: Utility rate increases enacted in fiscal year 2017 along with the acquisition of the North 
Mississippi Utility Company, Inc., the City will be providing utility services to more customers. Operational 
expense increases will coincide with those actions but revenues generated should sufficiently cover those increases. 
The City does not anticipate issuing any more debt in fiscal year 2018. 

Requests for Information 

This report is designed to provide an overview of the City of Hernando's finances for those with an interest in this 
area. Questions concerning any of the information found in this report or requests for additional information should 
be directed to the Katie Harbin, City Clerk at 662-429-9092. 
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CITY OF HERNANDO, MISSISSIPPI 
Statement of Net Position 
September 30, 2017 

Governmental 
Activities 

ASSETS 
Cash $ 4,460,914 $ 

Property tax receivable 5,889,715 

Accounts receivable (net of allowance for uncollectibles of $1,939,982) 101,234 

Intergovernmental receivables 339,118 
Franchise fees receivable 89,733 

Internal balance (8,990) 

Prepaid items 32,445 

Capital assets: 
Land and coostruction in progress 900,805 

Other capital assets, net of depreciation 13,658,731 

Total Assets 25,463,705 

DEFERRED OUTFLOWS OF RESOURCES 
Deferred outflows related to pension 2,837,635 

Deferred amounts oo refunding 84,457 

Total Deferred Outflows of Resources 2,922,092 

LIABILITIES 
Accounts payable 634,064 

Intergovernmental payables 15,713 
Accrued interest payable 70,810 
Accrued liabilities 294,721 
Customer deposits 
Long-term liabilities 

Due within one year: 
Capital debt 1,200,356 

Due in more than one year: 
Capital debt 9,971,670 
Non-capital debt 276,200 
Net pension liability 13,641,703 

Total Liabilities 26,105,237 

DEFERRED INFLOWS OF RESOURCES 
Deferred revenues - property taxes 5,889,715 
Deferred inflows related to pension 1,343,938 

Total Deferred Inflows of Resources 7,233,653 

NET POSITION 
Net investment in capital a.sets 3,471,967 
Restricted for: 

Capital projects 3,018,598 
Debt service 118,467 
Public safety 7,776 
Health and welfare 50,428 
Culture and recreation 102,926 
Economic development and assi&ance 15,895 

Unrestricted ~11,739,150l 
Total Net Position $ (4,953,093) $ 

The accompanying notes to the financial statements are an integral part of this statement. 
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CITY OF HERNANDO, MISSISSIPPI Exhibit 2 
Statement of Activities 
For the Year Ended September 30, 2017 

Program Revenues Net (Expense) Revenue and Changes in Net Position 

Operating Primary Government 

Charges for Grants and Governmental Business-type 

Functions/Pro12:ams Expenses Services Contributions Activities Activities Total 

Governmental activities: 

General government $ 721,338 $ 290,378 $ 428,237 $ (2,723) $ $ (2,723) 

Public safety 6,661,635 18,460 175,475 (6,467,700) (6,467,700) 

Public works 1,516,299 425,739 (1,090,560) (1,090,560) 

Health and welfare 124,513 428,780 17,340 321,607 321,607 

Culture and recreation 469,656 414,346 (55,310) (55,310) 

Economic development and assistance 255,000 (255,000) (255,000) 

Pension expense 2,168,597 (2,168,597) (2,168,597) 

Interest on long-term debt 281,410 (281,410) (281,410) 

Total Governmental Activities 12,198,448 1,151,964 1,046,791 __ (9,999,6931_ (9,999,693) 

Business-type activities: 

Utility 4,620,016 5,057,246 28,445 465,675 465,675 

Interest on long-term debt 87,062 (87,062) (87,062) 

Pension expense 333,310 (333,310) (333,310) 

Total Business-type Activities 5,040,388 5,057,246 28,445 45,303 45,303 

Total Primary Government $ 17,238,836 $ 6,209,210 $ 1,075,236 $ (9,999,693) $ 45,303 $ (9,954,390) =----
General revenues: 

Property taxes 4,659,061 4,659,061 

Grants and contributions not restricted to specific programs 550,721 550,721 

Sales taxes 3,523,684 3,523,684 

Franchise taxes 438,208 438,208 

Tourism taxes 34,191 34,191 

Unrestricted interest income 13,628 866 14,494 

Miscellaneous 245,240 23,364 268,604 

Transfers 277,889 (277,889) 

Total General Revenues and transfers 9,7_42,622 (253,659) 9,488,963 

Change in Net Position (257,071) (208,356) (465,427) 

Net Position - Beginning, as previously reported (4,865,851) 3,373,627 (1,492,224) 

Prior period adjustments 169,829 257,566 427,395 

Net Position - Beginning, as restated (4,696,022) 3,631,193 (1,064,829) 

Net Position - Ending $ (4,953,093) $ 3,422,837 $ (1,530,256) 

The
2
iwcompanying notes to the financial statements are an integral part of this statement. 



CITY OF HERNANDO, MISSISSIPPI ExhibitJ 

Balance Sheet - Governmental Funds 
September 30, 2017 

Major Funds 
Debt GO Debt Other Total 

General Service Construction Governmental Governmental 

Fund Fund Fund Funds Funds 

ASSETS 
Cash $ 1,017,539 $ 105,060 $ 3,091,579 $ 246,736 $ 4,460,914 

Property tax receivable 4,733,093 738,570 418,052 5,889,715 

Intergovernmental receivables 335,905 3,213 339,118 

Franchise fees receivable 89,733 89,733 
Accounts receivable, net allowance for 
uncollectible accounts of $1,592,981 100,234 1,000 101,234 

Due from other funds 84,217 8,750 92,967 

Prepaid items 31,582 863 32,445 
Total Assets $ 6,308,086 $ 927,847 $ 3,100,329 $ 669,864 $ l !,006,126 

LIABILITIES 
Accounts payable $ 539,361 $ $ 68,488 $ 26,215 $ 634,064 

Accrued expenses 272,198 8,750 13,773 294,721 

Due to other funds 79,241 4,493 18,223 101,957 

Intergovernmental payables 15,713 15,713 
Total Liabilities 890,800 81,731 73,924 1,046,455 

DEFERRED INFLOWS OF RESOURCES 
Unavailable revenue - property taxes 4,733,093 738,570 418,052 5,889,715 

Total Deferred Inflows of Resources 4,733,093 738,570 418,052 5,889,715 

FUND BALANCES 
Nonspendable 

Prepaid items 31,582 863 32,445 
Restricted 

Capital projects 3,018,598 3,018,598 
Debt service 189,277 189,277 
Public safety 7,776 7,776 
Health and welfare 50,428 50,428 
Culture and recreation 102,926 102,926 
Economic development and assistance 15,895 15,895 

Unassigned 652,611 652,611 
Total Fund Balances 684,193 189,277 3,018,598 177,888 4,069,956 

Total Liabilities, Deferred Inflows and 
Fund Balances $ 6,308,086 $ 927,847 $ 3,100,329 $ 669,864 $ 11,006,126 

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

21 



CITY OF HERNANDO, MISSISSIPPI 
Reconciliation of the Governmental Funds Balance Sheet to the Statement of Net Position 
September 30, 2017 

Total fund balances for governmental funds 

Amounts reported for governmental activities 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, net of accumulated depreciation of$9,138,286. 

Other long-term assets are not available to pay current period expenditures and therefore 
are not reported in the funds: 

Long-term debt payable 
Compensated absences payable 

Deferred amount on refunding of debt issuances 

Deferred outflows of resources related to pension reported in governmental 
activities is not a financial resource and therefore is not reported in the funds. 

Accrued interest payable is not due and payable in the current period and therefore 
is not reported in the funds. 

Deferred inflows of resources related to pension reported in governmental 
activities is not a financial resource and therefore is not reported in the funds. 

Net pension liabilities are not due and payable in the current period and 
therefore are not reported in the funds. 

Net position of governmental activities 

The accompanying notes to the financial statements are an integral part of this statement. 
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CITY OF HERNANDO, MISSISSIPPI Exhibit 4 
Governmental Funds 
Statement of Revenues, Expenditures and Changes in Fund Balances 
For the Year Enced September 30, 2017 

MaJor Funds 
Debt GO Debt Other 

General Service Construction Governmental 
Fund Fund Fund Funds Total 

REVENUES 
Property taxes $ 3,727,784 $ 664,010 $ $ 267,267 $ 4,659,061 

Sales taxes 3,523,684 3,523,684 

Franchise taxes 438,208 438,208 

Tourism tax 34,191 34,191 

Intergovernmental revenues 1,046,791 1,046,791 

Fines and forfeitures 543,958 6,763 550,721 

Charges for services 711,919 440,045 1,151,964 

Interest income 4,102 660 8,580 286 13,628 

Miscellaneous revenues 230,527 852 13,812 245,191 

Total Revenues 10,226,973 664,670 9,432 762,364 11,663,439 

EXPENDITURES 
Current: 

General government 1,053,791 1,053,791 

Public safety 7,268,642 8,314 7,276,956 

Public works 1,177,737 892,905 2,070,642 

Health and welfare 112,786 11,727 124,513 

Culture and recreation 846,547 846,547 

Debt service: 
Principal 230,633 864,877 14,000 1,109,510 

Interest 24,891 327,082 278 352,251 

Total Expenditures 9,868,480 1,191,959 892,905 880,866 12,834,210 

Excess (Deficiency) of Revenues over (under) 
Expenditures 358,493 (527,289) (883,473) (118,502) (1,170,771) 

OTHER FINANCING SOURCES (USES) 
Long-term capital debt issued 359,406 255,000 614,406 
Proceeds from sale of capital assets 1,644 726 2,370 
Payment to TIF developer (direct) (255,000) (255,000) 
Transfers ii 288,264 180,428 468,692 
Transfers wt (180,428) (10,375) (190,803) 

Net Other FinancingSources (Uses) 180,622 288,264 (10,375) 181,154 639,665 

Net Change in Fund Balances 539,115 (239,025) (893,848) 62,652 (531,106) 

Fund Balances - Beginning, as previously reported 367,229 428,302 3,912,446 115,236 4,823,213 
Prior pericxl adjustment (222,151) (222,151) 

Fund Balances - Beginning, as restated 145,078 428,302 3,912,446 115,236 4,601,062 
Fund Balances - Ending $ 684,193 $ 189,277 $ 3,018,598 $ 177,888 $ 4,069,956 

The accompan)ing notes to the financial statements are an integral part of this statement. 
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CITY OF HERNANDO, MISSISSIPPI 
Reconciliation of the Governmental Funds Statement ofRevenues, Expenditures and Chan~s in Fund 
Balances of Governmental Funds to the Statement of Activitit 
For the Year Ended September 30, 2017 

Net change in fund balances - total governmental funds 

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

Governmental funds report capital outlay as expenditures. However, in the Statement of Activities, 
the cost of those assets is allocated over their estimated useful lives and reported as depreciation 
expense. Thus, the change in net position differs from the change in fund balances by the amount 
that capital outlays of $2,215,148 exceeded depreciation expense of $1,058,148. 

In the statement of activities, only the gains and losses from the sale of capital assets are reported, 
whereas in the Governmental Funds, proceeds from the sale of capital assets increases financial 
resources. Thus, the change in net position differs from the change in fund balance by the amount 
of the gain on the sale of the assets of$49 and sales proceeds of$2,370 in the current period. 

Debt proceeds provide current financial resources to Governmental Funds, but issuing long-term 
debt increases long-term liabilities in the Statement of Net Position. Repayment of debt 
principal is an expenditure in the Governmental Funds, but the repayment reduces long-term 
liabilities in the Statement of Net Position. Thus, the change in net position differs from the 
change in fund balances by the amount that debt repayment of $1, I 09 ,510 exceeded proceeds 
of$614,406. 

Some items reported in the statement of activities related to the implementation of GASB 68 are not 
reported as revenues/expenditures in the Governmental Funds. These activities include: 

Recording pension expense for the current period 
Recording of contributions made during the current period 

Some items reported in the statement of activities do not provide or require the use of current 
financial resources and therefore are not reported as revenues/expenditures in governmental 
funds. These activities include: 

Increase/ (decrease) in deferred refunding of issuances 
Increase/ (decrease) in bond premium amortization 
(Increase) / decrease in ambulance receivables 
(Increase)/ decrease in compensated absences 
(Increase) / decrease in accrued interest payable 

Change in net position of governmental activitit 

The accompanying notes to the financial statements are an integral part of this statement. 
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CITY OF HERNANDO, MISSISSIPPI 

Statement of Net Position - Proprietary Fund 

September 30, 2017 

ASSETS 

Current assets: 

Cash 

Accounts receivable (net allowance for doubtful accounts of $347,001) 

Due from other funds 

Prepaid items 

Total Current Assets 

Noncurrent assets: 

Capital assets: 

Land and construction in progress 

Other capital assets, net 

Total Noncurrent Assets 

Total Assets 

DEFERRED OUTFLOWS OF RESOURCES 

Deferred outflows related to pension 

Total Deferred Outflows of Resources 

LIABILITIES 

Current liabilities: 

Accounts payable 

Accrued expenses 

Customer deposits 

Capital debt 

Total Current Liabilities 

Noncurrent liabilities: 

Capital debt 

Non-capital debt 

Net pension liability 

Total Noncurrent Liabilities 

Total Liabilities 

DEFERRED INFLOWS OF RESOURCES 

Deferred inflows related to pensions 

Total Deferred Inflows of Resources 

NET POSITION 

Net investment in capital assets 

Unrestricted 

Total Net Position 

The accompanying notes to the financial statements are an integral part of this statement. 
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CITY OF HERNANDO, MISSISSIPPI 

Statement of Revenues, Expenses and Changes in Net Position - Proprietary Fund 

For the Year Ended September 30, 2017 

OPERA TING REVENUES 

Charges for services 

Intergovernmental revenue 

Total Operating Revenues 

OPERATING EXPENSES 

Contractual services 

Personnel services 

Pension expense 

Materials and supplies 

Depreciation expense 

Total Operating Expenses 

Operating Income (Loss) 

NON-OPERA TING REVENUES (EXPENSES) 

Interest income 

Proceeds from sales of capital assets 

Interest expense 

Miscellaneous revenue 

Total Nonoperating Revenues 

Net Income (Loss) Before Transfers 

Transfers in 
Transfers out 

Total Transfers 

Changes in Net Position 

Net Position - Beginning, as previously reported 

Prior period adjustment 

Net Position - Beginning, as restated 

Net Position - Ending 

The accompanying notes to the financial statements are an integral part of this statement. 
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CITY OF HERNANDO, MISSISSIPPI 

Statement of Cash Flows • Proprietary Fund 

For the Year Ended September 30, 2017 

Cash Flows From Operating Activities 

Receipts from customers 

Payments to suppliers for goods and services 

Payments to employees for services 

Other operating cash receipts 

Net Cash Provided by (Used for) Operating Activities 

Cash Flows From Noncapital Financing Activities 

Cash sent to other funds: 

Operating transfers out 

Miscellaneous revenues 

Net Cash Provided by (Used for) Noncapital Financing Activities 

Cash Flows From Capital and Related Financing Activities 

Proceeds oflong-term debt 

Income from sales of capital assets 

Acquisition and construction of capital assets 

Principal paid on long-term debt 

Interest paid on long-term debt 

Net Cash Provided by (Used for) Capital and Related Financing Activities 

Cash Flows From Investing Activities 

Interest income 

Net Cash Provided by (Used for) Investment Activities 

Net Change in Cash and Cash Equivalents 

Cash and Cash Equivalents • Beginning 

Cash and Cash Equivalents· Ending 

Reconciliation of Operating Income (Loss) to Net Cash 

Provided by (Used for) Operating Activities 

Operating income (loss) 

Adjustments to reconcile operating income (loss) to 

net cash provided by (used for) operating activities: 

Depreciation expense 

Change in assets and liabilities: 

Increase (decrease) in accounts receivable 

Increase (decrease) in prepaid expenses 

(Increase) decrease in accounts payable 

(Increase) decrease in accrued expenses 

(Increase) decrease in accrued interest payable 

(Increase) decrease in customer deposits 

(Increase) decrease in compensated absences liability 

Total adjustments 

Net Cash Provided by (Used for) Operating Activities 

The accompanying notes to the financial statements are an integral part of this statement. 
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CITY OF HERNANDO, MISSISSIPPI 

Notes to Financial Statements 
For the Year Ended September 30, 2017 

(1) Summary of Significant Accounting Policies. 

A. Financial Reporting Entity. 

The City of Hernando, Mississippi (the City) is a political subdivision of the State of Mississippi 
incorporated in 1866. The City operates under the Board of Aldermen-Mayor form of government and 
provides the following services: public safety, public works, culture and recreation, public improvements, 
planning and zoning, and general administrative services. 

Accounting principles generally accepted in the United States of America require City of Hernando to 
present these financial statements on the primary government. The Governmental Accounting Standards 
Board (GASB) is the accepted standard-setting body for establishing governmental accounting and 
financial reporting principles. These financial statements present all the accounts of the City. There are no 
outside organizations that should be included as component units of the City's reporting entity. 

B. Basis of Presentation. 

The City's basic financial statements consist of government-wide statements, including a Statement of Net 
Position and a Statement of Activities, fund financial statements and accompanying note disclosures which 
provide a detailed level of financial information. 

Government-wide Financial Statements: 

The Statement of Net Position and Statement of Activities display information concerning the City as a 
whole. The statements include all nonfiduciary activities of the primary government. For the most part, 
the effect of interfund activity has been removed from these statements. Governmental activities are 
generally financed through taxes, intergovernmental revenues and other nonexchange revenues and are 
reported separately from business-type activities. Business-type activities rely mainly on fees and charges 
for support. The primary government is reported separately from certain legally separate component units 
for which the primary government is financially accountable. 

The Statement of Net Position presents the financial condition of the governmental activities and business
type activities of the City at year-end. The Government-wide Statement of Activities presents a 
comparison between direct expenses and program revenues for each function or program of the City's 
governmental activities and business-type activities. Direct expenses are those that are specifically 
associated with a service, program or department and therefore, are clearly identifiable to a particular 
function. Program revenues include charges paid by the recipient of the goods or services offered by the 
program and grants and contributions that are restricted to meeting the operational or capital requirements 
of a particular program. Taxes and other revenues not classified as program revenues, are presented as 
general revenues of the City, with certain limited exceptions. The comparison of direct expenses with 
program revenues identifies the extent to which each business-type activity or governmental function is 
self-financing or draws from the general revenues of the City. 

Fund Financial Statements: 

Fund financial statements of the City are organized into funds, each of which is considered to be separate 
accounting entities. Each fund is accounted for by providing a separate set of self-balancing accounts that 
constitute its assets, deferred outflows, liabilities, deferred inflows, fund balances, revenues and 
expenditures/expenses. Funds are organized into governmental and proprietary. Major individual 
Governmental Funds and major individual Enterprise Funds are reported as separate columns in the fund 
financial statements. Nonmajor funds are aggregated and presented in a single column as Other 
Governmental Funds. 

29 
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CITY OF HERNANDO, MISSISSIPPI 

Notes to Financial Statements 
For the Year Ended September 30, 2017 

C. Measurement Focus and Basis of Accounting. 

The Government-wide and Proprietary Funds financial statements are presented using the economic 
resources measurement focus and the accrual basis of accounting. Revenues are recognized when earned 
and expenses are recorded when the liability is incurred or economic asset used, regardless of when the 
related cash flows take place. Property taxes are recognized as revenue in the year for which they are 
levied. Shared revenues are recognized when the provider government recognizes the liability to the City. 
Grants are recognized as revenues as soon as all eligibility requirements have been satisfied. 

The revenues and expenses of Proprietary Funds are classified as operating or nonoperating. Operating 
revenues and expenses generally result from providing services in connection with a Proprietary Fund's 
primary operations. All other revenues and expenses are reported as nonoperating. 

Governmental financial statements are presented using a current financial resources measurement focus and 
the modified accrual basis of accounting. Revenues are recognized in the accounting period when they are 
both measurable and available to finance operations during the year or to liquidate liabilities existing at the 
end of the year. Available means collected in the current period or within 60 days after year end to 
liquidate liabilities existing at the end of the year. Measurable means knowing or being able to reasonably 
estimate the amount. Expenditures are recognized in the accounting period when the related fund liabilities 
are incurred. Debt service expenditures and expenditures related to compensated absences and claims and 
judgments, are recognized only when payment is due. Property taxes, state appropriations and federal 
awards are all considered to be susceptible to accrual and have been recognized as revenues of the current 
fiscal period. 

The City reports the following major Governmental Funds: 

General Fund - This fund is used to account for and report all financial resources not accounted for and 
reported in another fund. 

Debt Service Fund - This fund is used to account for resources accumulated and used for the payment of 
long-term debt principal, interest and related costs of borrowing used for major projects. 

General Obligation Debt Construction Fund - This fund is used to account for general obligation debt 
issued to purchase or construct capital assets. 

The City reports the following major Enterprise Fund: 

Utility Fund - This fund is used to account for the provision of water, sewer and sanitation services to City 
residents. 

Additionally, the City reports the following fund types: 

GOVERNMENT AL FUND TYPES 

Special Revenue Funds - These funds are used to account for and report the proceeds of specific revenue 
sources that are restricted or committed to expenditure for specified purposes other than debt service or 
capital projects. 

Capital Projects Funds - These funds are used to account for and report financial resources that are 
restricted, committed, or assigned to expenditure for capital outlays, including the acquisition or 
construction of capital facilities and other capital assets. 



CITY OF HERNANDO, MISSISSIPPI 

Notes to Financial Statements 
For the Year Ended September 30, 2017 

PROPRIETARY FUND TYPE 

Enterprise Funds - These funds are used to account for those operations that are financed and operated in a 
manner similar to private business enterprises or where the City has decided that periodic determination of 
revenues earned, expenses incurred and/or net income is necessary for management accountability. 

D. Budgets and Budgetary Accounting. 

The City follows these procedures in establishing the budgetary data reflected in the financial statements: 

The City Charter establishes the fiscal year at the twelve-month period beginning October 1. The 
departments submit to the City Clerk a budget of estimated expenditures for the ensuing fiscal year after 
which the City Clerk submits a budget of estimated expenditures and revenues to the Mayor and Board of 
Aldermen by August 1. 

Upon receipt of the budget estimates, the Board of Aldermen holds a public hearing on the proposed 
budget. Information about the budget ordinance is then published in the official newspaper of the City. 

At the September board meeting, the budget is legally enacted through passage of ordinance. The City 
Clerk is authorized to transfer budgeted amounts between departments within any fund; however, any 
revisions that alter the total expenditures of any fund must be approved by the Board of Aldermen. 

The actual receipts and disbursements are accumulated each month and compared to the budgeted amounts 
and reviewed by the Mayor and Board of Aldermen. Any revisions on the budget during the year are 
approved by the Board of Aldermen. 

E. Account Classifications. 

The account classifications used in the financial statements conform to the board classifications 
recommended in Governmental Accounting, Auditing and Financial Reporting as issued in 2012 by the 
Government Finance Officers Association. 

F. Deposits and Investments. 

State law authorizes the City to invest in interest bearing time certificates of deposit for periods of fourteen 
days to one year with depositories and in obligations of the U.S. Treasury, State of Mississippi, or any City, 
municipality or school district of this state. Further, the City may invest in certain repurchase agreements. 

Cash includes cash on hand, demand deposits, all certificates of deposit and cash equivalents, which are 
short-term highly liquid investments that are readily convertible to cash (generally three months or less). 
Investments in governmental securities are stated at fair value. However, the City did not invest in any 
governmental securities during the fiscal year. 

G. Receivables. 

Receivables are reported net of allowances for uncollectible accounts, where applicable. 

H. lnterfund Transactions and Balances. 

Transactions between funds that are representative of short-term lending/borrowing arrangements and 
transactions that have not resulted in the actual transfer of cash at the end of the fiscal year are referred to 
as "due to/from other funds." Interfund receivables and payables between funds within governmental 
activities are eliminated in the Statement of Net I.>osftion. Any outstanding balan9c;:s_-between the 
governmental activities and business-type activ. it~ .. -.-, "·are reported in the ioverrinient-~. .ee financial 
statements as "internal balances." _1~fi ' RECEIVt:.O ; 1\ 
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CITY OF HERNANDO, MISSISSIPPI 

Notes to Financial Statements 
For the Year Ended September 30, 2017 

I. Prepaid Items. 

Prepaid balances are for payments made by the City in the current year to provide services occurring in the 
subsequent fiscal year, and the nonspendable portion of fund balance for prepaid items in the governmental 
funds has been recorded to signify that a portion of fund balance is not available for other subsequent 
expenditures. 

J. Capital Assets. 

Capital acquisition and construction are reflected as expenditures in Governmental Fund statements and the 
related assets are reported as capital assets in the (applicable) governmental or business-type activities 
column in the government-wide financial statements. All purchased capital assets are stated at historical 
cost where records are available and at an estimated historical cost where no records exist. Capital assets 
include significant amounts of infrastructure which have been valued at estimated historical cost. The 
estimated historical cost was based on replacement cost multiplied by the consumer price index implicit 
price deflator for the year of acquisition. The extent to which capital assets, other than infrastructure, costs 
have been estimated and the methods of estimation are not readily available. Donated capital assets are 
recorded at estimated fair market value at the time of donation. The costs of normal maintenance and 
repairs that do not add to the value of assets or materially extend their respective lives are not capitalized; 
however, improvements are capitalized. Interest expenditures are not capitalized on capital assets. 

Capital assets acquired or constructed for Proprietary Fund operations are capitalized at cost in the 
respective funds in which they are utilized. No interest is capitalized on self-constructed assets because 
noncapitalization of interest does not have a material effect on the City's financial statements. Donated 
capital assets are recorded at their fair value at the time of donation. 

Capitalization thresholds ( dollar value above which asset acquisitions are added to the capital asset 
accounts) and estimated useful lives are used to report capital assets in the government-wide statements and 
Proprietary Funds. Depreciation is calculated on the straight-line basis for all assets, except land. A full 
year's depreciation expense is taken for all purchases and sales of capital assets during the year. The 
following schedule details those thresholds and estimated useful lives: 

Capitalization Estimated 
Thresholds Useful Life 

Land $ 0 NIA 
Infrastructure 0 20-50 years 
Buildings / Improvements 25,000 - 50,000 20-40 years 
Improvements other than buildings 25,000 20 years 
Vehicles and equipment 5,000 3-10 years 
Leased property under capital leases * * 

* Leased property capitalization policy and estimated useful life will correspond with the amounts for the 
asset classification, as listed above. 

K. Deferred Outflows/Inflows of Resources: 

In addition to assets, the statement of financial position will sometimes report a separate section for 
deferred outflows of resources. This separate financial statement element, deferred outflows of resources, 
represents a consumption of net position that applies to a future period(s) and so will not be recognized as 
an outflow of resources (expense/expenditure) until then. 



CITY OF HERNANDO, MISSISSIPPI 

Notes to Financial Statements 
For the Year Ended September 30, 2017 

Deferred amount on refunding - For current refundings and advance refundings resulting in defeasance of 
debt reported by governmental activities, business type activities, and proprietary funds, the difference 
between the reacquisition price and the net carrying amount of the old debt is reported as a deferred 
outflow of resources or a deferred inflow of resources and recognized as a component of interest expense in 
a systematic and rational manner over the remaining life of the old debt or the life of the new debt, 
whichever is shorter. 

Deferred outflows related to pensions - This amount represents the City's proportionate share of the 
deferred outflows of resources reported by the pension plan in which the City participates. See Note 13 for 
additional details. 

In addition to liabilities, the statement of financial position will sometimes report a separate section for 
deferred inflows of resources. This separate financial statement element, deferred inflows of resources, 
represents an acquisition of net position that applies to a future period(s) and so will not be recognized as 
an inflow of resources (revenue) until that time. 

Property tax for future reporting period/unavailable revenue - property taxes - Deferred inflows of 
resources should be reported when resources associated with imposed nonexchange revenue transactions 
are received or reported as a receivable before the period for which property taxes are levied. 

Deferred inflows related to pensions -This amount represents the City's proportionate share of the deferred 
inflows of resources reported by the pension plan in which the City participates. See Note 13 for additional 
details. 

L. Pensions. 

For purposes of measuring the net pension liability, 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' 
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. 

M. Long-term Liabilities. 

Long-term liabilities are the unmatured principal of bonds, loans, notes or other forms of noncurrent or 
long-term general obligation indebtedness. Long-term liabilities are not limited to liabilities from debt 
issuances, but may also include liabilities on lease-purchase agreements and other commitments. 

In the government-wide financial statements and in the Proprietary Fund financial statements, long-term 
debt and other long-term obligations are reported as liabilities in the applicable governmental activities, 
business-type activities or Proprietary Funds-Statement of Net Position. Bond premiums and discounts are 
deferred and amortized over the life of the bonds using the straight-line method. Bonds payable are 
reported net of the applicable bond premium or discount. 

In the fund financial statements, Governmental Fund Types recognize bond premiums and discounts during 
the current period. The face amount of the debt issued is reported as other financing sources. Premiums 
received on debt issuances are reported as other financing sources while discounts on debt issuances are 
reported as other financing uses. Issuance costs, whether or not withheld from the actual debt proceeds 
received, are reported as debt service expenditures. 
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CITY OF HERNANDO, MISSISSIPPI 

Notes to Financial Statements 
For the Year Ended September 30, 2017 

N. Equity Classifications. 

Government-wide Financial Statements: 

Equity is classified as Net Position and displayed in three components: 

Net investment in capital assets - Consists of capital assets including restricted capital assets, net of 
accumulated depreciation and reduced by the outstanding balances of any bonds, notes or other borrowings 
attributable to the acquisition, construction or improvement of those assets. 

Restricted net position - Consists of net position with constraints placed on the use either by external 
groups such as creditors, grantors, contributors, or laws and regulations of other governments; or law 
through constitutional provisions or enabling legislation. 

Unrestricted net position - All other net position not meeting the definition of "restricted" or "net 
investment in capital assets." 

Net Position Flow Assumption: 

When an expense is incurred for purposes for which both restricted and unrestricted ( committed, assigned 
or unassigned) resources are available, it is the City's general policy to use restricted resources first. When 
expenses are incurred for purposes for which unrestricted ( committed, assigned, and unassigned) resources 
are available, and amounts in any of these unrestricted classifications could be used, it is the City's general 
policy to spend committed resources first, followed by assigned amounts; and then unassigned amounts. 

Fund Financial Statements: 

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

Government fund balance is classified as nonspendable, restricted, committed, assigned or unassigned. The 
following are descriptions of fund classifications used by the City: 

Nonspendable fund balance includes amounts that cannot be spent. This includes amounts that are either 
not in a spendable form (inventories, prepaid amounts, long-term portion of loans/notes receivable, or 
property held for resale unless the proceeds from the collection of those receivables or from the sale of 
those properties are restricted, committed or assigned) or amounts that are legally or contractually required 
to be maintained intact, such as a principal balance of a permanent fund. 

Restricted fund balance includes amounts that have constraints placed upon the use of the resources either 
by an external party or imposed by law through a constitutional provision or enabling legislation. 

Unassigned fund balance is the residual classification for the General Fund. This classification represents 
fund balance that has not been assigned to other funds and that has not been restricted, committed or 
assigned to specific purposes within the General Fund. The General Fund should be the only fund that 
reports a positive unassigned fund balance amount. In other governmental funds if expenditures incurred 
for specific purposes exceeded the amounts restricted, committed or assigned to those purposes, it may be 
necessary to report a negative unassigned fund balance. 
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Notes to Financial Statements 
For the Year Ended September 30, 2017 

Fund Balance Flow Assumption: 

When an expenditure is incurred for purposes for which both restricted and unrestricted ( committed, 
assigned or unassigned) resources are available, it is the City's general policy to use restricted resources 
first. When expenditures are incurred for purposes for which unrestricted ( committed, assigned and 
unassigned) resources are available, and amounts in any of these unrestricted classifications could be used, 
it is the City's general policy to spend committed resources first, followed by assigned amounts, and then 
unassigned amounts. 

0. Property Tax Revenues: 

Restrictions associated with property tax levies vary with the statutory authority. The amount of increase in 
certain property taxes is limited by state law. Generally, this restriction provides that these tax levies shall 
produce no more than 110% of the amount which resulted from the assessments of the previous year. 

The Board of Aldermen, each year at a meeting in September, levies property taxes for the ensuing fiscal 
year which begins on October 1. Real property taxes become a lien on January l of the current year, and 
personal property taxes become a lien on March l of the current year. Taxes on both real and personal 
property, however, are due on or before February l of the next succeeding year. Taxes on motor vehicles 
and mobile homes become a lien and are due in the month that coincides with the month of original 
purchase. 

Accounting principles generally accepted in the United States of America require property taxes to be 
recognized at the levy date if measurable and available. All property taxes are recognized as revenue in the 
year for which they are levied. Motor vehicle and mobile home taxes do not meet the measurability and 
collectability criteria for property tax recognition because the lien and due date cannot be established until 
the date of original purchase occurs. 

P. Intergovernmental Revenues in Governmental Funds. 

Intergovernmental revenues, consisting of grants, entitlements and shared revenues, are usually recorded in 
Governmental Funds when measurable and available. However, the "available" criterion applies for certain 
federal grants and shared revenues when the expenditure is made because expenditure is the prime factor 
for determining eligibility. Similarly, if cost sharing or matching requirements exist, revenue recognition 
depends on compliance with these requirements. 

Q. Compensated Absences. 

The City has adopted a policy of compensation for accumulated unpaid employee personal leave. No 
payment is authorized for accrued major medical leave. Accounting principles generally accepted in the 
United States of America require accrual of accumulated unpaid employee benefits as long-term liabilities 
in the government-wide financial statements and Proprietary Funds financial statements. In fund financial 
statements, Governmental Funds report the compensated absence liability payable only if the payable has 
matured, for example an employee resigns or retires. 

R. Changes in Accounting Standards. 

The City implemented the following standards issued by the Governmental Accounting Standards Board 
(GASB) in the current fiscal year as required: GASB Statement No. 77, Tax Abatement Disclosures and 
GASB Statement No. 82, Pension Issues~ an amendment of GASE Statements No. 67, No. 68 and No. 73. 
The provisions of these standards have been incorporated into the financial statements and notes. 
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(2) Prior Period Adjustments. 

(3) 

36 

A summary of the significant net position/fund balance adjustment(s) is as follows: 

Exhibit 2 - Statement of Activities - Governmental Activities. 

Explanation 
Correction to 10/1/2016 deferred outflows for pensions 
Correction to 10/1/2016 deferred inflows for pensions 
Net effect of prior year errors in recording revenues / expenditures 

Total prior period adjustment(s) 

Exhibit 2 - Statement of Activities - Business-type Activities. 

Explanation 
Correction to 10/1/2016 deferred outflows for pensions 
Correction to 10/1/2016 deferred inflows for pensions 
Net effect of prior year errors in recording revenues / expenditures 

Total prior period adjustment(s) 

$ 
Amount 
52,780 

339,200 
(222,151) 

$======1=69=,8=2=9 

$ 
Amount 

9,203 
59,083 

189,280 

$ 257,566 
============= 

Exhibit 4 - Statement of Revenues, Expenditures and Changes in Fund Balances - Governmental Funds. 

Explanation Amount 
Net effect of prior year errors in recording revenues / expenditures $ (222,151) ============= 

Exhibit 6- Statement of Revenues, Expenses and Changes in Net Position - Proprietary Funds. 

Explanation Amount 
Correction to I 0/1/2016 deferred outflows for pensions 
Correction to I 0/1/2016 deferred inflows for pensions 
Net effect of prior year errors in recording revenues/ expenditures 

Total prior period adjustment(s) 

Deposits. 

$ 

$ 

9,203 
59,083 

189 280 

257 566 ----------
The carrying amount of the City's total deposits with financial institutions at September 30, 2017, was $4,827,351, 
and the bank balance was $5,013,938. 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 Federal 
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CITY OF HERNANDO, MISSISSIPPI 

Notes to Financial Statements 
For the Year Ended September 30, 2017 

Deposit Insurance Corporation (FDIC). 

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 credit risk. 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 Deposit Insurance Corporation (FDIC). 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 behalfofthe City. 

( 4) Interfund Transactions and Balances. 

The following is a summary of interfund balances at September 30, 2017: 

A. Due From/To Other Funds: 

Receivable Fund Payable Fund Amount 

Debt Service Fund General Fund $ 61,501 
Debt Service Fund GO Debt Construction Fund 4,493 
Debt Service Fund Other Governmental Funds 18,223 
GO Debt Construction Fund General Fund 8,750 
Utility Fund General Fund 8,990 

Total $ 101,957 

Interfund balances consist of payments for monthly claims and are expected to be paid back within the 
year. These Due From/Due to items are routine and consistent with the activities of the fund making the 
transfer. 

B. Transfers In/Out: 

Transfers In 

Debt Service Fund 
Other Governmental Funds 
Utility Fund 

Total 

Transfers Out 

Utility Fund 
General Fund 
GO Debt Construction 

$ 

Amount 

288,264 
180,428 
10,375 

$ 479,067 
========= 

The principal purpose of interfund transfers was to provide funds for capital projects or to provide funds to 
pay for debt service. All interfund transfers were routine and consistent with the activities of the fund 
making the transfer. 
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(5) Intergovernmental Receivables. 

38 

Intergovernmental receivables at September 30, 2017, consisted of the following: 

Description 

Governmental Activities: 

Sales tax 
DUI grant 
Brownsfield grant 
Hotel / motel tax 
Highway 51 traffic signal project 

Total Governmental Activities 

$ 

Amount 

281,438 
25,979 
27,504 
3,213 

984 

$ 339,118 =====:::::::::= 
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Notes to Financial Statements 
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(6) Capital Assets. 

The following is a summary of capital assets activity for the year ended September 30, 2017: 

Governmental Activities: 
Beginning Completed Ending 

Balance Acquisitions Dispositions Construction Balance 
Capital assets not being depreciated: 

Land $ 575,939 $ 575,939 
Construction in progress 173,853 1,410,000 (1,258,987) 324,866 

Total capital assets not being depreciated 749,792 1,410,000 (1,258,987) 900,805 

Capital assets being depreciated: 
Buildings and improvements 5,899,001 389,176 6,288,177 
Equipment 2,053,312 114,688 2,168,000 
Vehicles 1,714,479 359,633 23,212 2,050,900 
Improvements other than buildings 749,161 386,470 1,135,631 
Infrastructure 10,340,141 330,827 483,341 11,154,309 

Total capital asssets being depreciated 20,756,094 805,148 23,212 1,258,987 22,797,017 

Less accumulated depreciated for: 
Buildings and improvements 1,999,473 112,229 2,111,702 
Equipment 1,405,907 232,974 1,638,881 
Vehicles I, 167,789 231,905 20,891 1,378,803 
Improvements other than buildings 166,803 43,622 210,425 
Infrastructure 3,361,057 437,418 3,798,475 

Total accumulated depreciation 8,101,029 1,058,148 20,891 9,138,286 

Total capital assets being depreciated, net 12,655,065 (253,000) 2,321 1,258,987 13,658,731 

Governmental activities capital assets, net $ 13,404,857 $ 1,157,000 $ 2,321 $ $ 14,559,536 
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Business-type Activities: 
Beginning 

Balance 
Capital assets not being depreciated: 

Land $ 719,630 
Construction in progress 14,409 

Total capital assets not being depreciated 734,039 

Capital assets being depreciated: 
Buildings and improvements 
Waterworks system 15,692,889 
Equipment 998,994 
Vehicles 461,551 

Total capital asssets being depreciated 17,153,434 

Less accumulated depreciated fur: 
Buildings and improvements 
Waterworks system 7,175,312 
Equipment 892,172 
Vehicles 293,546 

Total accumulated depreciation 8,361,030 

Total capital assets being depreciated, net 8,792,404 

Business-type activities capital assets, net $ 9,526,443 

Depreciation expense was charged to the following functions: 

Governmental activities: 

General government 
Public safety 
Public works 
Culture and recreation 

Total governmental activities depreciation expense 

Business-type activities: 
Solid waste 

Acguisitions 

51,640 

51,640 

48,970 
10,375 

141,707 
55,998 

257,050 

979 
431,681 
46,670 
63,944 

543,274 

(286,224) 

$ (234,584) 

Dis~sitions 

125,452 
17,652 

143,104 

120,113 
15,887 

136,000 

7,104 

$ 7,104 

$ 

$ 

$ 

Ending 
Balance 

719,630 
66,049 

785,679 

48,970 
15,703,264 
1,015,249 

499,897 

17,267,380 

979 
7,606,993 

818,729 
341,603 

8,768,304 

8,499,076 

9,284,755 

Amount 

62,284 
500,983 
420,808 
74,073 

$ 1,058,148 --------
Amount 

$ 543,274 
========= 
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Commitments with respect to unfinished capital projects at September 30, 2017, consisted of the following: 

Description of Commitment 

Highway 51 Signal Project 
Fire and Economic Development Downtown 

Road to Renasant Park 

(7) Claims and Judgments. 

$ 

Remaining 
Financial Expected Date of 

Commitment Completion 

1,837,000 04/2019 

153,000 09/2018 

73,000 07/2018 

The City is exposed to various risks of loss related to torts; theft of, damage to, and destruction of assets; errors and 
omissions; and natural disasters. This exposure is covered by purchase of commercial insurance. 

(8) Operating Leases. 

The City has several leases in place at year end for space at the Gale Center. Monthly rental income on this space is 
currently $3,800. 

(9) Defined Benefit Pension Plan. 

General Information about the Pension Plan 

Plan Description. City of Hernando, Mississippi 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. Plan 
provisions and the Board of Trustees' authority to determine contribution rates are established by Miss. Code Ann. 
Section 25-11-1 et seq., (1972, as amended) 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 Mississippi Street, Jackson, MS 39201-1005 or by calling 1-800-444-PERS. 

Benefits Provided. Membership in PERS is a condition of employment granted upon hiring for qualifying 
employees and officials of the State of Mississippi, state universities, community and junior colleges, and teachers 
and employees of the public school districts. 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. 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 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 creditable 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 member reaches age 60 (55 for those who 
became members of PERS before July 1, 2011 ), with 3 .0 perce.nt compounded for each fiscal year.P!~reafter. Plan 
provisions are established and may be amended only by the s_~1e ofMississ,!l?P,i L~isla\\!Ie. r' !I.._ . 
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CITY OF HERNANDO, MISSISSIPPI 

Notes to Financial Statements 
For the Year Ended September 30, 2017 

Contributions. At September 30, 2017, PERS members were required to contribute 9% of their annual covered 
salary, and the City is required to contribute at an actuarially determined rate. The employer's rate at September 30, 
2017 was 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 City's contributions ( employer 
share only) to PERS for the years ending September 30, 2017, 2016 and 2015 were $958,587, $887,769 and 
$842,484, 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, 2017, the City reported a liability of $16,006,999 for its proportionate share of the net pension 
liability. The net pension liability was measured as of June 30, 2017, and the total pension liability used to calculate 
the net pension liability was determined by an actuarial valuation as of that date. The City's proportion of the net 
pension liability was based on a projection of the City's long-term share of contribution to the pension plan relative 
to projected contributions of all participating entities, actuarially determined. The City's proportionate share used to 
calculate the September 30, 2017 net pension liability was .096292 percent, which was based on a measurement date 
of June 30, 2017. This was an increase/decrease of .009918 percent from its proportionate share used to calculate 
the September 30, 2016 net pension liability, which was based on a measurement date of June 30, 2016. 

For the year ended September 30, 2017, the City recognized pension expense of $2,501,907. At September 30, 
2017, the City reported deferred outflows of resources and deferred inflows of resources related to pensions from the 
following sources: 

Deferred Outflows Deferred Inflows 
of Resources of Resources 

Differences between expected and actual experience $ 458,490 116,798 
Net difference between projected and actual earnings 

on pension plan investments 1,236,788 
Changes of assumptions 16,348 40,998 
Changes in the proportion and differences between the 

County's contributions and proportionate share of 
contributions 2,628,405 164,162 

County contribututions subsequent to the measurement date 226,992 

Total $ 3,330,235 1,558,746 

$226,992 reported as deferred outflows of resources related to pensions resulting from City contributions subsequent 
to the measurement date will be recognized as a reduction to the net pension liability in the year ended September 
30, 2018. Other amounts reported as deferred outflows of resources and deferred inflows of resources related to 
pensions will be recognized in pension expense as follows: 

Year ending September 30 

2018 
2019 
2020 
2021 

Total 

$ 

Amount 

956,684 
723,507 
173,502 

(309,196) 

$ 1,544,497 -------------



CITY OF HERNANDO, MISSISSIPPI 

Notes to Financial Statements 
For the Year Ended September 30, 2017 

Actuarial Assumptions. The total pension liability in the June 30, 2017 actuarial valuation was determined using the 
following actuarial assumptions, applied to all periods in the measurement: 

Inflation 

Salary increases 

Investment rate of return 

3.00 percent 

3.25 - 18.50 percent, including inflation 

7.75 percent, net of pension plan investment 
expense, including inflation 

Mortality rates were based on the RP-2014 Healthy Annuitant Blue Collar Table Projected with Scale BB to 2022, 
with male rates set forward one year. 

The actuarial assumptions used in the June 30, 2017 valuation were based on the results of an actuarial experience 
study for the period July 1, 2012 to June 30, 2016. The experience report is dated April 18, 2017. 

The Jong-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 real rates of 
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 as of June 
30, 2017, are summarized in the following table: 

Long-Term 
Target Expected Real 

Asset Class Allocation Rate of Return 

U.S. Broad 27.00 % 4.60 % 
International Equity 18.00 4.50 
Emerging Markets Equity 4.00 4.75 
Global 12.00 4.75 
Fixed Income 18.00 0.75 
Real Assets 10.00 3.50 
Private Equity 8.00 5.10 
Emerging Debt 2.00 2.25 
Cash 1.00 

Total 100.00 % 

Discount Rate. The discount rate used to measure the total pension liability was 7.75 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 (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 projected future benefit payments of current plan members. Therefore, the Jong-term expected rate of 
return on pension plan investments was applied to all periods of projected benefit payments to determine the total 
pension liability. 

Sensitivity to the City's Proportionate Share of the Net Pension Liability to Changes in the Discount Rate. The 
following presents the City's proportionate share of the net pension liability calculated using the discount rate of 
7.75 percent, as well as what the City's proportionate share of the net pension liability would be i_fit were calculated 
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CITY OF HERNANDO, MISSISSIPPI 

Notes to Financial Statements 
For the Year Ended September 30, 2017 

using a discount rate that is 1-percentage-point lower ( 6.75 percent) or 1-percentage-point higher (8. 75 percent) than 
the current rate: 

1% Current 1% 
Decrease Discount Rate Increase 
(6.75%) (7.75%) (8.75%) 

City's proportionate share of 
the net pension liability $ 20,994,247 16,006,999 11,866,498 

Pension Plan Fiduciary Net Position. Detailed information about the pension plan's fiduciary net position is 
available in the separately issued PERS financial report. 

(10) Long-term Debt. 

44 

Debt outstanding as of September 30, 2017, consisted of the following: 

Description and Purpose 

Governmental Activities: 

A. General Obligation Bonds: 
Series 2012 Refunding Bonds 
Series 2015 General Obligation Bonds 
Series 2016 Refunding Bonds 

Total General Obligation Bonds 

B. Limited Obligation Bonds: 
Series 2016 Tax Increment Financing (Hampton Inn) 

C. Capital Leases: 
Fire Truck 2013 
Police Cars 2014 
Police Cars 2017 

Total Capital Leases 

D. Other Loans: 
Park Grounds Equipment 
Capital Equipment and Small Projects 

Total Other Loans 

,' '·.· 

$ 

Amount 
Oustanding 

2,103,868 
4,345,000 
3,185,000 

$ ===9,=63=3=,8=68= 

$ 240,000 
======== 

$ 467,826 
165,497 
291,024 

$===92=4=,3=47= 

$ 8,167 
346,394 

$ 354,561 
======== 

Interest 
Rate 

2.00-2.50% 
2.50% 

1.00-2.50% 

Final 
Maturity 
Date 

10/2023 
12/2035 
05/2027 

4.50% 01/2028 

3.15% 07/2028 
1.82% 12/2018 
1.79% 02/2020 

1.85% 03/2018 
1.75% 02/2021 
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CITY OF HERNANDO, MISSISSIPPI 

Notes to Financial Statements 
For the Year Ended September 30, 2017 

Final 
Amount Interest Maturity 

Description and Purpose Oustanding Rate Date 

Business-type Activites: 

A. General Obligation Bonds: 
2012 General Obligation Refunding $ 576,132 2.00-2.50% 10/2023 

B. Capital Leases: 
Knuckleboom Loader 2012 $ 8,253 1.81% 12/2017 
Knuckleboom Loader 2015 72,783 2.13% 06/2020 
Knuckleboom Loader 2017 122,221 2.33% 04/2022 

Total Capital Leases $ 203,257 

C. Other Loans: 
CAP Loan - Sewer 2002 $ 75,557 3.00% 10/2021 
CAP Loan - Sewer 2005 99,985 2.00% 02/2025 
CAP Loan - Sewer II 2005 96,961 3.00% 11/2025 
DEQ Loan - Water Pollution Control 2003 156,227 1.75% 01/2023 
City of Southaven - Hurricane Creek 727,943 1.95% 12/2022 
State of MS - DWSLRF 732,502 1.95% 10/2032 
DEQ Loan - Water Pollution Control 2013 1,517,021 1.75% 01/2034 

Total Other Loans $ 3,406,196 
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CITY OF HERNANDO, MISSISSIPPI 

Notes to Financial Statements 
For the Year Ended September 30, 2017 

Governmental Activities: 
General Obligation Bonds 

Year Ending September 30 Principal Interest 

2018 $ 793,200 216,560 
2019 806,000 202,733 
2020 832,700 185,663 
2021 851,600 168,072 
2022 839,300 149,161 
2023 - 2027 3,076,068 497,916 
2028 - 2032 1,255,000 228,188 
2033 - 2037 1,180,000 60,250 

Total $ 9,633,868 1,708,543 

Capital Leases 
Year Ending September 30 Principal Interest 

2018 $ 290,502 21,576 
2019 192,205 15,142 
2020 90,044 11,972 
2021 40,210 10,498 
2022 41,495 9,213 
2023 - 2027 228,238 25,305 
2028 41,653 604 

Total $ 924,347 94,310 
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Limited Obligation Bonds 
Principal 

15,000 
20,000 
20,000 
20,000 
20,000 

120,000 
25,000 

240,000 

Other Loans 
Principal 

107,425 
101,009 
102,791 
43,336 

354,561 

RECEIVED 
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OFFtCEOFTH 

.~1"""-i-t: A' 'D E 
"'ITO~ 

Interest 

10,800 
10,125 
9,225 
8,325 
7,425 

22,275 
1,125 

69,300 

Interest 

5,314 
3,518 
1,736 

190 

10,758 



Business-type Activities: 

Year Ending September 30 

2018 
2019 
2020 
2021 
2022 
2023 - 2027 
2028 - 2032 
2033 - 2037 

Total 

Year Ending September 30 

2018 
2019 
2020 
2021 
2022 

Total 

CITY OF HERNANDO, MISSISSIPPI 

Notes to Financial Statements 
For the Year Ended September 30, 2017 

General Obligation Bonds 
Principal Interest 

$ 96,800 12,871 
99,000 10,936 

102,300 8,955 
103,400 6,909 
95,700 4,583 
78,932 2,310 

$ 576,132 46,564 

Capital Leases 
Principal Interest 

$ 59,793 3,892 
52,702 2,712 
47,058 1,538 
27,415 727 
16,289 127 

$ 203,257 8,996 

Other Loans 

Principal Interest 

331,675 63,126 
338,259 56,542 
344,977 49,824 
351,831 42,966 
343,249 36,154 
784,815 118,066 
766,005 48,721 
145,385 1,759 

3,406,196 417,158 

Legal Debt Margin - The amount of debt, excluding specific exempted debt that can be incurred by the City is 
limited by state statute. Total outstanding debt during a year can be no greater than 15% of assessed value of the 
taxable property within the City, according to the then last completed assessment for taxation. However, the 
limitation is increased to 20% whenever a City issues bonds to repair or replace washed out or collapsed bridges on 
the public roads of the City. As of September 30, 2017, the amount of outstanding debt was equal to 7.8% of the 
latest property assessments. 

The following is a summary of changes in long-term liabilities and obligations for the year ended September 30, 
2017: 
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CITY OF HERNANDO, MISSISSIPPI 

Notes to Financial Statements 
For the Year Ended September 3 0, 2017 

Amount due 
Balance Balance Sept. within one 

Oct. I, 2016 Additions Reductions Adjustments 30,2017 year 

Governmental Activities: 

Compensated absences $ 216,701 59,499 276,200 

General obligation bonds 10,394,268 760,400 9,633,868 793,200 

Add: 
Premiums 22.083 2,833 19,250 

Limited obligation bonds 255,000 15,000 240,000 15,000 

Capital leases 795,574 359,406 230,633 924,347 290,502 

Other loans 458,038 103,477 354,561 107,425 

Total $ 11,886,664 673,905 1,112,343 11,448,226 1,206,127 

Amount due 
Balance Balance Sept. within one 

Oct. 1, 2016 Additions Reductions Adjustments 30,2017 year 
Business-type Activities: 

Compensated absences $ 26,493 5,446 31,939 
General obligation bonds 670,732 94,600 576,132 96,800 
Capital leases 129,031 132,699 58,473 203,257 59,793 
Other loans 3,728,187 321,991 3,406,196 331,675 

Total $ 4,554,443 138,145 475,064 4,217,524 488,268 

Compensated absences will be paid from the fund from which the employees' salaries were paid, which are the 
General Fund, the Parks and Recreation Fund and the Utility Fund. 

(11) Deficit Fund Balances oflndividual Funds. 

The following funds reported deficits in fund balances at September 30, 2017: 

Fund Deficit Amount 

First Time Homebuyers $ 19,012 

(12) Contingencies. 

Federal Grants - The City has received federal grants for specific purposes that are subject to audit by the grantor 
agencies. Entitlements to these resources are generally conditional upon compliance with the terms and conditions 
of grant agreements and applicable federal regulations, including the expenditure of resources for allowable 
purposes. Any disallowance resulting from a grantor audit may become a liability of the City. No provision for any 
liability that may result has been recognized in the City's financial statements. 

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 City with 
respect to the various proceedings. However, the City's legal counsel believes that ultimate liability resulting from . 

these lawsuits will not have a material adverse effect on the financial condition of the Ci1R EC E IVEO · :~\ 
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CITY OF HERNANDO, MISSISSIPPI 

Notes to Financial Statements 
For the Year Ended September 30, 2017 

(13) Effect of Deferred Amounts on Net Position 

The governmental activities' unrestricted net position amount of ($11,739,150) includes the effect of deferred 
inflows/outflows of resources related to pensions. A portion of the deferred outflow of resources related to pension 
in the amount of$196,752 resulting from City contributions subsequent to the measurement date will be recognized 
as a reduction of the net pension liability in the year ended September 30, 2018. The $2,640,883 balance of the 
deferred outflow of resources related to pensions at September 30, 2017, will be recognized in pension expense over 
the next 3 years. The $1,343,938 balance of the deferred inflow of resources related to pension at September 30, 
2017, will be recognized in pension expense over the next four years. 

The business-type activities' unrestricted net position amount of ($1,676,333) includes the effect of deferred 
inflows/outflows of resources related to pensions. A portion of the deferred outflow of resources related to pension 
in the amount of $30,240 resulting from City contributions subsequent to the measurement date will be recognized 
as a reduction of the net pension liability in the year ended September 30, 2017. The $462,360 balance of the 
deferred outflow ofresources related to pensions at September 30, 2017, will be recognized in pension expense over 
the next 3 years. The $214,808 balance of the deferred inflow of resources related to pension at September 30, 
2017, will be recognized in pension expense over the next four years. 

(14) Tax Abatements. 

For the year beginning October 1, 2016, the Governmental Accounting Standards Board (GASB) implemented 
Statement 77, Tax Abatement Disclosures. This statement requires governmental entities to disclose the reduction 
in tax revenues resulting from an agreement between one or more governments and an individual or entity in which 
(a) one or more governments promise to forgo tax revenues to which they are otherwise entitled and (b) the 
individual or entity promises to take specific action after the agreement has been entered into that contributes to 
economic development or otherwise benefits the governments or the citizens of those governments. 

The City of Hernando Board of Aldermen negotiates property tax abatements on an individual basis. All abatements 
are for ten years and are for economic development purposes. The City had six ( 6) tax abatement agreements with 
four (4) entities as of September 30, 2017. 

The City had two types of abatements, none of which provide for the abatement of school or state tax levies. These 
taxes are not included in the amounts listed since DeSoto County, Mississippi collects the ad valorem taxes and 
forwards the City of Hernando their levied portion of those collections: 

Sections 27-31-101 and 27-31-105, Miss. Code (Ann.) 1972 
All allowable property tax levies 
All allowable property tax levies except for countywide road fund tax levy 

All four companies have tax abatements listed under this statute. 

These economic development projects, collectively, had $14,672 in taxes abated in fiscal year 2017 accounting for 
44% of taxes abated of potential collections without abatements present. 

(15) Subsequent Events. 

Events that occur after the Statement of Net Position date but before the financial statements are 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 Statement of Net Position date are recognized in the accompanying financial 
statements. Subsequent events which provide evidence about conditions that existed after the Statement of Net 
Position date require disclosure in the accompanying notes. Management of City of Hernando evaluated the activity 
of the City through the date the financial statements were available to be issued, and determined that the following 
subsequent events have occurred requiring disclosure in the notes to the financial statements. 
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CITY OF HERNANDO, MISSISSIPPI 

Notes to Financial Statements 
For the Year Ended September 30, 2017 

Subsequent to September 30, 2017, the City issued the following debt obligation(s): 

Interest 
Issue Date Rate 

11/07/2017 1.93% $ 

11/06/2018 2.78% 
12/17/2018 4.39% 

Issue 
Amount 

1,000,000 
1,080,000 

598,000 

Type of 
Financing 

tax anticipation loan 
tax anticipation loan 
capital lease 

Jr .. 
y· 

Source of Financing 

ad valorem taxes 
ad valorem taxes 
ad valorem taxes 

RECEIVED 
t ' -_ I I 

· I ' "'0 19 . ' I_ i.:/ 



REQUIRED SUPPLEMENTARY INFORMATION 

RECEIVED 
. ( 

- ( l 
.. ... ' 

.-),-' ,r:r or n-iF 
::,:~, "; ... -i::- /• '. i;,,-r-r,...::::_ 

· __ : \ 

r 51 



CITY OF HERNANDO, MISSISSIPPI 
Budgetary Comparison Schedule -
Budget and Actual (Non-GAAP Basis) 

General Fund 
For the Year Ended September 30, 2017 

REVENUES 
Property taxes 
Franchise taxes 
Intergovernmental revenues 
Charges for services 
Interest income 
Miscellaneous revenues 

Total Revenues 

EXPENDITURES 
Current: 

General government 
Public safety 
Public works 
Health and welfare 
Debt service: 
Principal 
Interest 
Total Expenditures 

Excess ofRevenues 
over (under) Expenditures 

OTHER FINANCING SOURCES (USES) 
Long-term capital debt issued 
Long-term non-capital debt issued 
Proceeds from sale of capital assets 
Transfers in 
Transfers out 
Total Other Financing Sources and Uses 

Net Change in Fund Balance 

Fund Balances - Beginning - Cash Basis 
Fund Balances - Ending - Cash Basis 

Adjustments to conform with GAAP: 
Revenues 
Expenditures 

Net Change in Fund Balance - GAAP Basis 

Original Final 
Bud~et Bud~et 

$ 3,645,483 3,625,483 
460,000 

6,758,037 8,158,037 
1,002,500 1,462,500 

2,500 
149,430 531,930 

12,017,950 13,777,950 

1,769,913 1,952,841 
7,269,224 7,266,224 
3,253,626 3,254,126 

125,040 125,040 

1,635,171 l,614,010 
29,548 

14,082,522 14,212,241 

(2,064,572) (434,291) 

360,000 
1,400,000 

485,000 485,000 
(180,428) 

2,064,572 485,000 

50,709 

$ 

The accompanying notes to the Required Supplementary Information are an integral part of this schedule. 
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Variance with 
Actual Final Budget 

(Budgetary Positive 
Basis) (Ne~ative) 

3,727,784 102,301 
438,208 438,208 

4,555,354 (3,602,683) 
1,264,720 (197,780) 

4,102 4,102 
361,986 (169,9442 

10,352,154 (3,425,796) 

1,461,724 491,117 
7,448,301 (182,077) 
1,177,015 2,077,111 

112,686 12,354 

1,230,633 383,377 
24,892 (24,892) 

11,455,251 2,756,990 

(I ,I 03,097) (668,806) 

359,406 359,406 
1,000,000 1,000,000 

1,644 1,644 
(485,000) 

(180,428) (180,4282 
1,180,622 695,622 

77,525 26,816 

167,567 
194,383 

(125,181) 
586,771 

539,115 



CITY OF HERNANDO, MISSISSIPPI 
Schedule of the City's Proportionate Share of the Net Pension Liability 
Last 10 Fiscal Years* 
For the Year Ended September 30, 2017 

City's proportion of the net pension liability (asset) 

City's proportionate share of the net pension liability (asset) 

City's covered payroll 

City's proportionate share of the net pension liability (asset) 
as a percentage of its covered payroll 

Plan fiduciary net position as a percentage of the total 
pension liability 

$ 

$ 

2017 

0.096292% 

16,006,999 

6,177,208 

259.13% 

61.49% 

2016 2015 

0.0864% 0.0857% 

15,428,554 13,247,529 

5,525,573 5,356,568 

279.22% 247.31% 

57.47% 61.70% 

* The amounts presented for each fiscal year were determined as of the twelve months ended at the measurement date of June 30 
of the fiscal year presented. This schedule is presented to illustrate the requirement to show information for 10 years. However, 
GASB Statement No. 68 was implemented for the fiscal year ended September 30, 2015, and, until a full 10 year trend 
is compiled, the City has only presented information for the years in which information is available. 

The accompanying notes to the Required Supplementary Information are an integral part of this schedule. 
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CITY OF HERNANDO, MISSISSIPPI 
Schedule of City Contributions 
Last 10 Fiscal Years* 
For the Year Ended September 30, 2017 

Contractually required contribution 

Contributions in relation to the contractually required contribution 

Contribution deficiency (excess) 

$ 

$ 

2017 

958,587 
958,587 

====== 

2016 2015 

887,769 842,484 

885,004 846,661 

2,765 (4,177) 

City's covered payroll $ 6,086,267 5,636,630 5,349,104 

Contributions as a percentage of covered payroll 15.75% 15.70% 

* This schedule is presented to illustrate the requirement to show information for 10 years. However, GASB Statement No. 68 
was implemented for the fiscal year ended September 30, 2015, and, until, a full 10 year trend is compiled, the City has only 

presented information for the years in which information is available. 

The accompanying notes to the Required Supplementary Information are an integral part of this schedule. 
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City of Hernando, Mississippi 

Notes to the Required Supplementary Information 
For the Year Ended September 30, 2017 

Budgetary Comparison Schedule 

(1) Basis of Presentation 

All funds of the City of Hernando, Mississippi, governmental and business-type, are budgeted. For 
comparison purposes, the final, amended budget is utilized, and it is presented on a modified cash 
basis of accounting as required by the State of Mississippi, which is not consistent with generally 
accepted accounting principles. Although all capital projects have a proposed budget approved for 
the project length, they have budgets approved on an annual basis. All budgetary appropriations 
lapse at year-end. 

(2) Budget amendments and revisions 

The budget is adopted and may be amended by the Board of Aldermen/ Alderwomen. A budgetary 
comparison is presented for the general fund and each special revenue major fund and is presented 
on a modified cash basis of accounting. 

(3) Budget/GAAP Reconciliation 

The major differences between the budgetary basis and the GAAP basis are: 

1. Revenues are recorded when received in cash (budgetary) as opposed to when susceptible to 
accrual ( GAAP). 

2. Expenditures are recorded when paid in cash (budgetary) as opposed to when susceptible to 
accrual (GAAP). 

Pension Schedules 

A. Changes of assumptions. 

The expectation ofretired life mortality was changed to the RP-2014 Healthy Annuitant Blue 
Collar Table projected to 2016 using Scale BB rather than the RP-2000 Mortality Table, which was 
used prior to 2015. 

The expectation of disabled mortality was changed to the RP-2014 Disabled Retiree Table, rather 
than the RP-2000 Disabled Mortality Table, which was used prior to 2015. 

Withdrawal rates, pre-retirement mortality rates, disability rates and service retirement rates were 
also adjusted to more closely reflect actual experience. 

Assumed rates of salary increase were adjusted to more closely reflect actual and anticipated 
experience. 

The price inflation and inves~ment rate ofretum as.~f.mptions were changed from 3.50o/\~. 3.00% 
and 8.00% to 7.75%, respectively. ',' RECEIVED · ~· \ 
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City of Hernando, Mississippi 

Notes to the Required Supplementary Information 
For the Year Ended September 30, 2017 

The assumed rate of interest credited to employee contributions was changed from 3.50% to 2.00%. 

The expectation of retired life mortality was changed to the RP-2014 Healthy Annuitant Blue 
Collar Mortality Table projected with Scale BB to 2022. Small adjustments were also made to the 
Mortality Table for disabled lives. 

The Wage inflation assumption was reduced from 3.75% to 3.25%. 

Withdrawal rates, pre-retirement mortality rates, disability rates and service retirement rates were 
also adjusted to more closely reflect actual experience. 

The percentage of active member disabilities assumed to be in the line of duty was increased from 
6% to 7%. 

(2) Change in Benefit Provisions 
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2016: 

Effective July 1, 2016, the interest rate on employee contributions shall be calculated based on the 
money market rate as published by the Wall Street Journal on December 31 of each preceding year 
with a minimum rate of one percent and a maximum rate of five percent. 
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CITY OF HERNANDO, MISSISSIPPI 
Schedule of Surety Bonds for City Officials 

For the Year Ended September 30, 2017 

UNAUDITED 

Newton Ferguson 
Sonny Bryant 

Andrew Miller 

Gary N. Higdon 
Michael McLendon 

Cathy Brooks 

Jeff Hobbs 

Name 

W. I. "Doc" Harris, Jr 

Katie Harbin 

Octavia Glasper 
Cassundra E. Perry 

Jennifer Borden 
Dawn Winkler 

Robin Nichlos 

Keith Briley 

Joe Engel 

Kristin Duggan 

Annette Statler 
Julie Harris 
Gia Matheny 

Eva Ward 

Janet Hawks 
C. Scott Worsham 

Shane Ellis 

Tarra Davis 
Dewayne Williams 

Miranda Williams 

Susan Huff 

Brittany McGown 
Michael Carson 

Gia Matheny 
Stacey Barnette 
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Position 

Mayor 
Alderman, Ward I 

Alderman, Ward 2 

Alderman, Ward 3 
Alderman, Ward 4 

Alderman, Ward 5 
Alderman, Ward 6 
Alderman, At-Large 

City Clerk 

Bookkeeper 
Court Clerk 

Deputy Court Clerk 

Deputy Court Clerk 

Deputy Court Clerk 
Director of Planning 

Building Inspector 

Planning Clerk 
Planning Clerk 

Deputy Clerk 
Deputy Clerk 

Deputy Clerk 

Utility Clerk 

Police Chief 
Assistant Police Chief 

Police Officer 

Parks Director 
Parks Director 

Animal Shelter Manager 
Animal Control Officer 

Athletic Coordinator 
Director of Community Development 

Receptionist 

Company 

Travelers Casualty & Surety Company 

Brierfield Insurance Company 

Brierfield Insurance Company 
Brierfield Insurance Company 

Brierfield Insurance Company 
Travelers Casualty & Surety Company 

Brierfield Insurance Company 

Travelers Casualty & Surety Company 

Travelers Casualty & Surety Company 

Travelers Casualty & Surety Company 

Travelers Casualty & Surety Company 
Travelers Casualty & Surety Company 

Travelers Casualty & Surety Company 

Travelers Casualty & Surety Company 

Travelers Casualty & Surety Company 
Travelers Casualty & Surety Company 

Travelers Casualty & Surety Company 

Travelers Casualty & Surety Company 
Travelers Casualty & Surety Company 

Travelers Casualty & Surety Company 

Travelers Casualty & Surety Company 
Travelers Casualty & Surety Company 

Travelers Casualty & Surety Company 
Travelers Casualty & Surety Company 

Travelers Casualty & Surety Company 
Travelers Casualty & Surety Company 

Travelers Casualty & Surety Company 

Travelers Casualty & Surety Company 

Travelers Casualty & Surety Company 
Travelers Casualty & Surety Company 

Travelers Casualty & Surety Company 

Travelers Casualty & Surety Company 

Bond 

$100,000 

$100,000 

$100,000 
$100,000 

$100,000 
$100,000 

$100,000 
$100,000 

$50,000 

$50,000 

$50,000 
$50,000 

$50,000 

$50,000 
$50,000 

$50,000 

$50,000 

$50,000 
$50,000 

$50,000 

$50,000 
$50,000 

$50,000 

$50,000 

$50,000 

$50,000 
$50,000 

$50,000 
$50,000 

$50,000 
$50,000 

$50,000 
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FORTENBERRY(yBALLARD,PC 
CERTIFIED PUBLIC ACCOUNTANTS 

INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER 
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MA TIERS BASED 

ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH 
GOVERNMENT AUDITING STANDARDS 

Mayor and Board of Aldermen 
City of Hernando, Mississippi 

We have audited, in accordance with the 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, the financial statements of the 
governmental activities, the business-type activities, each major fund, and the aggregate remaining 
fund information of the City of Hernando, Mississippi as of and for the year ended September 30, 
2017, and the related notes to the financial statements, which collectively comprise City of 
Hernando's basic financial statements, and have issued our report thereon dated May 31, 2019. 

Internal Control Over Financial Reporting 

In planning and performing our audit of the financial statements, we considered the City'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's 
internal control. Accordingly, we do not express an opinion on the effectiveness of the City's 
internal control. 

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 deficiencies, in internal control such that there 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. A significant deficiency is a deficiency, or a combina
tion of deficiencies, in internal control that is less severe than a material weakness, yet important 
enough to merit attention by those charged with governance. 

Our consideration of internal control was for the limited purpose described in the first paragraph of 
this section and was not designed to identify all deficiencies in internal control that might be 
material weaknesses or significant deficiencies. Given these limitations, during our audit we did 
not identify any deficiencies in internal control that we consider to be material weaknesses. 
However, material weaknesses may exist that have not been identified. 

FzECEIVED 
1929 SPILLWAY ROAD, SUITE 8 ;._ 
BRANDON, MISSISSIPPI 39047 . '' 
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Compliance and Other Matters 

As part of obtaining reasonable assurance about whether the City of Hernando'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. 

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 performed in 
accordance with Government Auditing Standards in considering the entity's internal control and 
compliance. Accordingly, this communication is not suitable for any other purpose. 

Fortenberry & Ballard, PC 
May 31, 2019 

Certified Public Accountants 

RECEIVED '-_.; '?fil:.",;;,:, 
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FORTENBERRY(\_BALLARD, PC 
CERTIFIED PUBLIC ACCOUNTANTS 

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

Mayor and Board of Aldermen 
City of Hernando, Mississippi 

We have audited the financial statements of the governmental activities, business-type activities, 
each major fund, and the aggregate remaining fund information of the City of Hernando, Missis
sippi as of and for the year ended September 30, 2017, which collectively comprise the City of 
Hernando's basic financial statements and have issued our report thereon dated May 31, 2019. We 
conducted our audit in accordance with auditing standards generally accepted in the United States 
of America and the standards applicable to financial audits contained in Government Auditing 
Standards, issued by the Comptroller General of the United States. 

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

The results of procedures performed to test compliance with certain other state laws and regula
tions and our audit of the financial statements did not disclose any instances of noncompliance 
with other state laws and regulations. 

This report is intended solely for the information and use of the City's management and the Office 
of the State Auditor and pass-through entities 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. 

Fortenberry & Ballard, PC 
May 31, 2019 

Certified Public Accountants 
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City of Hernando, Mississippi 

Schedule of Findings and Responses 
For the Year Ended September 30, 2017 

Section I: Summary of Auditor's Results 

Financial Statements: 

l. Type of auditor's report issued: 

2. Internal control over financial reporting: 

3. 

a. 
b. 

Material weakness( es) identified? 
Significant deficiency(ies) identified? 

Noncompliance material to financial statements noted? 

Section II: Financial Statements Findings 

Unmodified 

No. 
None reported. 

No. 

The results of our tests did not disclose any findings related to the financial statements that are 
required to be reported by Government Auditing Standards. 
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June 24, 2019 

FORTENBERRY l\ BALLARD. PC 
CERTIFIED PUBLIC ACCOUNTANTS 

To the Board of Alderman 
City of Hernando 
475 West Commerce Street 
l krnando. MS 38632 

We have audited the financial statements of the gO\emmental activities. the business-type 
activities. each major fund. and the aggregate remaining fund infonnation of City of llernamfo 
for the year ended September 30. 2017. Professional standards require that we provide you with 
infonnation about our responsibilities under generally accepted auditing standards (and. if 
applicable. Govcrnmem Auditing Standards). as well as certain inF01mation related to the 
plann..:d scope and timing of our audit. We have communicated such infrirmatinn in our letter to 
you dated January 15.2019. Professional standards also require that \VC communicate to you the 
lt)llowing infonnation related to our audit. 

Significant Audit Findings 

Qualitative AJpects ofAccounting Practices 

Management is responsible for the selection and use of appropriate accounting policies. The 
significant accounting policies used by City of I lcrnando arc described in ".\otc 1 to the financial 
statements. So new accounting policies v\ere adopted and the application or existing policies was 
not changed during 2017. We noted np transactions entered into by City orllcmando during the 
year for which there is a lack of authoritative guidance or consensus. All signilicant transacthrn~ 
have been recognized in the financial statements in the proper period. 

Accounting estimates arc an integral part of the financial statements prepared by management and 
are based on management'!-> knowledge and experience about past anJ current events and 
assumptions about futur..: events. Certain accounting estimates are particularly sensitive because of 
their significance to the financial statements and because of the possibility that future events 
at1ecting them may ditfor signilicnntlj from those c:xpectcd. The most sensitive estimates affecting 
the City oflkrnando's financial statements were: 

Management's estimate of the compensated absences. depreciation and the net pension 
liability. The estimates for compensated absences and depreciation arc based on 
guidance from the Mississippi \1unicipal Audit and Accounting Guide. The estimate for 
the City's proportion of the net pension liability was based on a projection of the City's 
long-tenn share of contribution to the pension plan relative HJ projected contributions of 
all participating entities. actuarially detennined. We evaluated the key factors and 
assumptions used to develop these estimates in detennining that they are reasonable in 
relation to the financial statements taken as a \\hole. 

1929 SP1UWAY ROAD. SutrE B 
BRANDON, MJ5SiSSIPPI 39047 
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statements, our professional standards require the consulting accountant lo check with us lo 
determine that the consultant has all the relevant facts. To our knowledge. there were no such 
consultations with other accountants. 

Other Audit Findinl{,\ or lnues 

We generally discuss a variety of matters. including the application of' accounting principles and 
auditing standards. with management each year prior to retention as City offkrnando's auditors. 
l lmNcver, these discussions occurred in the normal course of our professional relationship and our 
responses were not a condition to our retention. 

Among the items we discussed were the need to clean up the accounting records by removing old 
due to/from other funds items that are causing the system to populate many funds and the need to 
have the software cap vacation leave at 240 hours. 

Other Matters 

We applied certain limited procedures to Management's Discussion and Analysis. the budgetary 
comparison schedule. the Schedule of the City's Proportionate Share of the Net Pension Liability 
and the Schedule of City's Contributions which are required supplementary information (RSI) that 
supplements the bask financial statements. Our procedures consisted of inquiries of management 
regarding the methods of preparing the information and comparing the infonnation for consistency 
with management's responses to our inquiries. the basic financial statements. and other knowledge 
we obtained during om audit of the basic financial statcmcnts. We did not audit the RSI and do not 
express an opinion or provide any assurance on the RSI. 

We were not engaged to report on the Schedule of Surety Bonds frlr City Of'ficials. which 
accompany the financial statements but are not RSI. Such information has not been subjected to the 
auditing procedures appliect in the audit or the basic financial statements. and accordingly. we do 
not express an opinion or provide any assurance on it. 

Restriction on Use 

This information is intended solely for the use of Board of Alderman and management of City of 
Hernando and is not intended to be. and should not be. used by anyone other than these specified 
parties. 

Very truly yours. 

Fortenberry & Ballard. PC 

\ 

Certified Public Accountants 
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City of Hernando 
Audit Adjustments (Corre-:ted Misstatcmcms1 
09-30-17 

Exhibit A 

None 



Fortenberry & Ballard, PC 
Certified Public Accountants 
l 929 Spillway Road, Suite B 
Brandon, 'v1S 39047 

City of Hernando. Mississippi 
475 \Vest Commerce Street 

!kmando, tv1S 3S632. 

L,hihit B 

This representation letter is provided in connection with yom audit(s) of the financial statements of City 
of Hernando. which comprise the respecti\e financial position of the governmental activities, the 
business-typi: activities. each major fund, and the aggregate remaining fund information as of September 
30, 2017, and the respecti\e changes in financial position and, where applicable, cash flows for the year 
then ended, and the related notes to the financia[ statements, for the purpose ,)f expressing opinions as to 
whether the primar) gMemment linandai statr:mcnts are presented fairly. in ali material respects. in 
accordance with accounting principks generniiy a;;cepted in the Lnited States ur America (U.S. GAAP). 

Certain represemalions in this letter are described as being limited to matters that an: mawrial. Items are 
considered material, regardless of size, if they involve an omission or misstatement of accounting 
information that, in light or surrounding circumstances, makes it probable that the judgment of a 
reasonable person relying on the information would be changed or influenced by the omission or 
misstatement. An omission or misstatement that is monetarily small in amount could be considerd 
material as a result of quu!itative factors. 

We confirm, to the best of our knowledge and bdieL as of\fay 31, 2019. the following repre:;entations 
made to you during your audit 

Financial Statements 

I) \Ve have fulfilled our responsibilities. a~ :.t:t out in the tcmb of the audit engagement letter dated 
Januan' l 5. 2019. including nur re..;pnn,ibility for the preparati<m and foir presentation of the 
financial statements in accordance with L1 .S. GAAP and for preparation of the supplementary 
information in accordance with the applicable criteria. 

2) The primary government financial statements referred to above ari;: fairly presented in conformity 
with U.S. GAAP and include all properly classified fonds and other financial information of the 
primary g,,vernment and all ..:ompom:nt units required by generally ac.;.'.cpted acc01.mting principles to 
be included in the financial rep0rting entity, 

3) We acknowledge our responsibi!ity fi:1r the design. implementation. and maintenance of internal 
control relevant to the preparation and fair present:.ition of financial statements that are free from 
material misstatement. whether due to fraud or error, 

4) We acknowledge our r.;:sp<\nsibi!ity for the design. implementation, and maim.::nance of internal 
control to prevent and detect fraud. 

5) Significant assumptions \vC used in mnk ing accounting estimates. including those measured at fair 
value, are reasonable. 

;<ECEIVEO 



16) We have no knowledge of any allegations of fraud or suspected fraud affecting the entity's financial 
statements communicated by employees. former employees, regulators. or others. 

17) We have no kno\'.·ledgc of instances of noncompliance or s1.1spec1ed noncompliance with provisions 
of laws, regulations, contracts, or grant agreements. or abuse, whose effects should be considered 
when preparing financial statements. 

18) We have disclosed to you all known actual or possible litigation. claims, and assessments whose 
effects should bi: considered when preparing the financial statements. 

l 9) \:Ve have disclosed to you the identit: of th.: entity's related parties and al! the related party 
relationships and transactions ofw·hich ,ve are aware. 

Govcrnmcnt~spccifie 

20) There have been no communications from regulatory agencies concerning noncompliance with, or 
deficiencies in, financial reporting prw.:tices. 

21) We have taken time!) and apprnpriah: st<:ps to remed: fraud, noncompliance with provisions of laws, 
regulations, contracts. and grant agreements. or abuse that you have rcp0rted to us. 

22) We have a process to track the status of audit findings and re,xnnmendatkms. 

23) We have identified to you any previous audits, attestation engagements, and other studies related to 
the audit objectives and whether related recommendations have been implemented. 

24) We have provided out views on reported findings, conclusions, and recommendations. as wd! as our 
planned corrective actions. f°()r the report. 

25) The City of Hernando hns no plan,.; or intentions that may materially aftect the carrying value or 
classification ofasseb. liabilities. or equit), 

26} We are responsible fix ..:zm,ptiance with the lm\s. regulations, and provision::. of contracts and grant 
agreements applicable to us. including tax or debt limih and debt contracts. and legal and contractual 
provisions for reporting specific ~,ctiv ities in :separate funds. 

27) We have identified and disclosed to ymi nll instances that have occurred or are likely to have 
occurred, of fraud and noncompliance with prm bions of laws and regulations that we believe have a 
material dkct on the financial statements or other financial data signiticant to the audit objectives. 
and any other instances that warrant the attention of those charged with governani:e. 

28) We have identified and disclosed to you all instances. which have occurred or are likely to have 
occurred, of noncompliance with provisions of contracts and grant agreements that we believe have 
a material etlect on the detcrminati,)n of financial statement amounts or other financial data 
significant to the audit objectives. 

29) We have identified and disclosed to you all instances that have occurred or are likely to haw 
occurred, of abuse that could be quantitatively or qualitatively materin~ ta the financial statements Qr. 
other financial data significant to the audit obiectives. . .4/ · · . ~'t7'·,--.\, 
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4 l} lmerfund, internal, and intra-entity activity and balances have been appropriately classified and 
reported. 

42) Deposits and invcstmenl '>ecurilies and derivative insm1men!s are properly c!ussi!ied as to risk and 
are prnper!y disdosed. 

43)Capita! assets. indu<ling infrastn.it:turc :rnd imangiblc asseb, are properly capitalized. reported, and. 
if applicable, depreciateJ. 

44) The government meets the GA SB-established fi;quirements for accounting for eligible infrastructure 
assets using the modified apprnach. 

45) We have appropriately disclosed the City of flernanJo·s pnlicy regarding whether to first apply 
restricted or unrestricted n:s1.1urces when an expense is incurred for purposes for whkh both 
restricted and unrestricted net pDsiti,>n is available and have determined that ne! position is properly 
recognized under the pofa~y. 

46) We are following our established uccuunting p<ilicy regarding which resources (that is. restricted, 
committed. assigned, or unassigned) are considered to be spem first for expenditures for which more 
than one resource clus~dfication is available. That poll..:) determines the fund balance classifications 
for financia! reporting purposes. We are following GASB Statement No. 54, paragraph ! 8, to 
determine the fond balance classilkations for financial rci:xming purposes. 

4 7) We acknowledge our resp0nsibilit;, ibr the required supplementary information (R-'il). The RSI is 
measured and presented within prescribed guidelines and the methods of measurement and 
presentation have not changed from those used in rhe prior period. We have disclosed to you any 
significant assumptions and interpretations underlying the measurement and pre,;entation of the RSL 

48) With respect to the supp!ementar: information on \\,hich an in-rdatiorHu opinion is issued 

a} We acknowledge our resp,msibility for pr-:senting the supph:mentat) iufonmuion in accordance 
with accounting principles generally accepted in the l'.nited Stares of 1\merica, and we believe 
the supplementary infi1rmation, indu<ling its form anJ content, b foirl1 pre-;enled in accordance 
with accounting principles generally nccepted in the United States of America. The methods of 
measurement and presentation of the suppkmemary lnfrm11ation kwe not changed from those 
used in the pri()r period, and we have disdosed to you any significant assumptions or 
interpretations underlying the measurement and presentation of the supp!ementary information. 

b) If the supplementar:-, information is nm present-:d \vith thi: audited flmm.::ial statements, we ,,iH 
make the audited !inani.:ial statemtnb readil> available to the intended users of the 
supplementary information no later than ihe date \ve issue the supp!ementary information ind the 
audiror·s report t · eon 

Signature: 

Title: CitvCJrrk 
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DAVlD I. BRIDGERS, .TR. •• CPA 
L. KA.'RL GOODMAN, CPA, )!-BA 

BRIDGERS & GOODMAN• PLLC 
CERTIFIED PUBLIC ACCOUNTANTS 

A PROFltSSIOllAL LllllllflD L1ABIUTY COMPAJIY 

MEMBERS OF 
MISS1S8lPPl SOCIETY OF CPA'S 
AM'ERICA!I' llflliTITUTI: OF CPA'& 

GOVltR.ll'lltE!IT AUDIT QUALITY C!lffT'&R 

Report on the Firm's System of Quality Control 

June 19. 2017 

To the owners of 
Fonenberl) & Ballard. P. C. 

. f ' '.~ -. 

\.;'I., ; 
';.-,, ~ _..:.:._,;.._ 

and the Peer Review Committee of the Mississippi Societ) of Certiticd Public Accountant~ 

RECEIVED 

; : ?at9 
)FFfCE OF THE 

.• T""lTI:: t\Uf>JTOFt 

We have reviewed the system of quality control for the accounting and auditing practice of Fortenberry & 
Ballard, P. C. in effect for the year ended December 31. :!O ! 6. Our peer review \WIS conducted in accordance 
with the Standards for Performing and Reporting on Pe\.'f Revicv.s established by the Peer Review Board of 
the American Institute ofCcnified Public Accountants (Standards). 

A summary of the nature, nbjedin:~. :-,Lope. !imitations o[ and the procedllres perfonncd in a System Review 
as described in the Standards may he found at The summary also includes an 
explanation of how engagements idcntilicd as not performed or reported in conformit) with applicabic 
profossional standards, if an), arc evaluated b: a peer reviewer to dclcm1ine a peer n:vicw rating. 

Firm's Responsibility 

Dle firm is responsible for designing a \) stem of quality control and complying\\ ith it to provide the firm with 
a reasonable as;surance ofpcrfom1ing and reporting in conformity with applicable professional standards in all 
material respects. lhc firm is also respon~ible for evaluating actions to promptly rcmediate engagements 
deemed a5 not performed or reported in confomiit) \\ith profos~ional standards. \\hen appropriate. a,nd for 
remediating weaknesses in its sys;tcm of quality control. ifany. 

Peer Reviewer's Responsibilit) 

Our responsibility is to express an opinion on the design of the system of quality control and the tim1·s 
compliance therewith ba<ied on our review. 

Required Selections and Considerations 

The engagements selected fix review consisted of engagements perfom1ed under Government Auditing 
S1a1uiard5 and compliance audits under the Single Audit Act. 
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As a part of our peer review, we considered reviews by regulatory entities as communicated by the fim1, if 
applicable, in determining the nature and extent of our procedures. 

Opinion 

In our opinion, the system of quality control for the accounting and auditing practice of Fortenberry & Ballard, 

P. C. in effect for the year ended December 31, 2016, has been suitably designed and complied with to provide 
the fim1 with reasonable assurance of perfonning and reporting in confonnity with applicable professional 
standards in all material respects. Firms can receive a rating of pass. pass with deficiency or fail. Fortenberry 
& Ballard, P. C. has received a peer review rating of pass. 

~4 ~J PL-LC.

Bridgers & Goodman, PLLC 
Certified Public Accountants 
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