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HERZOG CPA COMPANY, PLLC

Angela T. Herzog, CPA

12 98 Place Boulevard e P.O. Box 17986 ¢ Hattiesburg, MlSSlSSlppl 39404
Phone 601-271-8860 e Fax 601-271-8921

1020 Northpark Drive e Ridgeland, Mississippi 39157

Honorable Mayor, Members of the
Board of Aldermen, and City Clerk
City of Newton, Mississippi

R i inanci

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 Newton, Mississippi,
as of and for the year ended September 30, 2015 and the related notes to the financial statements, which
collectively comprlse the basic financial statements of the City's primary government as listed in the table of
contents,

! ibili Financi

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.
: ibili

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 auditors’ 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.

Member of the American Institute of Certified Public Accountants and the Mississippi Society of Certified Public Accountants







As discussed in Note 4 to the financial statements, management has not maintained adequate subsidiary

" records of capital assets. - Accounting principles generally accepted in the Unites States of America require

that assets be capitalized and depreciated, which would increase the assets, net position, and expenses of the
governmental activities. The amount by which this departure would affect the assets, net.position, and .
expenses of the governmental activities and business-type activities is not reasonably determinable. '

g l-ﬁ !Q‘ = n

In our opinion, because of the effects of the matter discussed in the previous section, the financial statements
referred to above do not present fairly, in conformity with accounting principles generally accepted in the
United States of America, the financial position of the governmental and business-type activities of the City of

‘Newton, Mississippi, as of September 30, 2015 and the changes in ﬁnanc1al p051tlon thereof for the year then

ended.

Unmodified Opini

In our opinion, the financial statements referred to previously present fairly, in all material respects, the
. respective financial position of éach major fund and the aggregate remaining fund information of the City of

Newton, Mississippi, as of September 30, 2015, and the respective changes in financial position, and, where
applicable, cash flows thereof for the year then ended in accordance with accounting principles generally
accepted in the United States of America.

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the Schedule of the
Employer’s Proportionate Share of the Net Pension Liability, the Schedule of the City’s Contributions, and
corresponding notes 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.
Infi

The City of Newton, Mississippi, has omitted the Management’s Discussion and Analysis that accounting
principles generally accepted in the United States of America requires to be presented to supplement the
basic financial statements. Such missing 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. Our opinion on the basic financial statements is not affected by this missing information.

. Member of the American Institute of Certified Public Accountants and the Mississippi Society of Certified Public Accountants







The ‘Schedule of Surety Bonds for Municipal Officials has not been subjected to the auditing procedures
applled in the audit of the basic financial statements, and accordmgly, we do-not express an opinion or
provide any assurance onit. - A

ir iti ndard

In accordance with Government Auditing Standards, we have also issued our report dated September 16,
2016, on our consideration of the City of Newton, 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 to describe the scope of our testing of internal control over
financial reporting and compliance and the results of that testing, and not to provide an opinion on internal
control over financial reporting or on compliance. That report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering the City of Newton, Mississippi’s internal

" control over financial reporting and compliance.

87 o PUC
Herzog ACompanaQLC

Septembe_r 16, 2016

Member of the American Institute of Certified Public Accountants and the Mississippi Society of Certified Public Accountants







CITY OF NEWTON, MISSISSIPPL
STATEMENT OF NET POSITION

SEPTEMBER 30, 2015
EXHIBIT 1
Primary Government
Governmental  Business-Type
Assets Activities Activities Total
Cash and cash equivalents $ 955,524 $ 271,598 - $ 1,227,122
Receivables (net of uncollectibles): | "
Property taxes 880,000 - 880,000
Accounts 138,991 119,201 258,192
Prepaid items 19,516 10,464 29,980
Internal balances (1,120,655) 1,120,655 -
Inventory of supplies, at cost - 25,188 25,188
Capital assets:
Land. ‘ 618,592 119,051 737,643
Buildings 1,541,966 - 1,541,966
Improvements other than buildings 2,246,211 - 2,246,211
Mobile equipment , : 1,918,438 997,788 2,916,226
Other furniture and equipment 161,374 - 161,374
Water and sewer lines and facilities - -8,185,026 8,185,026
Infrastructure 3,148,366 - 3,148,366
Less: accumulated depreciation {3,436,922) (4,790,340) . [8,227,262)
Net capital assets 6,198,025 4,511,525 10,709,550
. Total Assets 7,071,401 6,058,631 13,130,032
Deferred Qutflows of Resources ‘
Deferred outflows related to pension 566,158 62,315 628,473
Total Deferred Outflows of Resources 566,158 62,315 628,473
" Total Assets and Deferred ‘
Outflows of Resources ' $ 7,637,559 $ 6,120,946 $13,758,505

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







CITY OF NEWTON, MISSISSIPPI
STATEMENT OF NET POSITION

SEPTEMBER 30, 2015
EXHIBIT1
Page 2
v Primary Government
Governmental  Business-Type
g 5 , Activities Activities Total
Liabilities and Net Position ’ :
Accounts payable : $ 154,314 $ 85,948 $ 240,262
~ Other accrued liabilities ; , 77,970 2,687 ' 80,657
Customer deposits - 92,140 ‘ 92,140
Long-term liabilities: '
Due within one year: ‘ :
' Capital debt : 243,107 - 122,037 . 365,144
Due in more than oneyear :
~Non-capital debt 46,556 7,997 - 54,553
Capital debt 1,863,217 2,417,680 - 4,280,897
Net Pension Liability 3,202,821 352,525 3,555,346
Total Liabilities 5,587,985 3,081,014 . 8,668,999
. Deferred Inflows of Resources «
Deferred inflows related to pension - - -
Unearned revenue-Property Taxes 880,000 - ; 880,000
_ Total Deferred Inflows of Resources 880,000 - ___ 880,000
Net Position: '
Net investment in capital assets / 4,091,701 © 1,971,808 6,063,509
~ Unrestricted - : : (2,922,127) 1,068,124 (1,854,003)
' Total Net Position - - ' 1,169,574 3,039,932 4,209,506
Total Liabilities , Deferred Inflows of o
‘ Resources, and Net Position $ 7,637,559 $ 6,120,946 $13,758,505

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







CITY OF NEWTON, MISSISSIPPI
STATEMENT OF ACTIVITIES

'FOR THE YEAR ENDED SEPTEMBER 30, 2015 -
' ' ’ EXHIBIT 2

B Fropamievenueé ' Business.

_ ' - “Charges for Operating . Capital Governmental Type :
Funcﬁon/Prggrams: Expenses Services ) Grants Grants Activitles ) Actlvitles Total
Governmental Activities: , | . ,

General government - , $ (621817) $ 258,170 $ -8 - $ (363647) $ - - $ (363,647)
Public safety (1,518,177) ’ - 35453 - (1,482,724) - (1,482,724).
Public works : (1,014,757) 12,866 - . 135,150 (866,741) : - (866,741)
Culture and recreation (421,678) 7,589 - 155,696 (258,393) - (258,393)
Interest and fiscal charges , , » ,
on long-term debt (54836) - - . (54,836) - (54,836)
Total Governmental Activities (3,631,265) 278,625 35,453 290,846 (3,026341) - {3,026,341)
Business-Type Activities:
Water, sewer, and garbage (1,046,003) 919,488 - - - (126,515) (126,515) -
Total Functions/Programs $ (4677,268) $1,198,113 $ 35453 -$ 290846 $ (3,026,341) $ (126,515) $ (3,152,856)
General Revenues: ) - ;
Property tax o ' $ 933453 $ - $ 933453
Licenses and permits 321,485 - 321,485.
[ntergovernmental, not restricted to \ '
specific functions/programs 1,152,215 114,231 1,266,446
Fines and forfeitures , 129,609 | - 129,609
Other revenue . : 220,445 ) 39,185 259,630
_ Transfer in (out) ‘ , 115,122 (115,122) ' -
Total General Revenues and Transfers . 2,872,329 38,294 2,910,623
Change in Net Position  (154,012) (88,221) (242,233)
Net Position- Beginning, as previously reported 3,784,396 3,399,007 7,183,403
Prior Period Adjustment ‘ -{2,460,810) (270,854) (2,731,664)
Net Position- Beginning, as restated 1,323,586 3,128,153 4,451,739

Net Position- End of Year ~ ; $ 1,169,574 $ 3,039,932 $ 4,209,506

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







~ CITY OF NEWTON, MISSISSIPPI

BALANCE SHEET
GOVERNMENTAL FUNDS
SEPTEMBER 30, 2015
EXHIBIT 3
Street Other Total
General Bond Governmental Governmental
. Fund Fund Funds Funds
Assets : '
Cash and cash equivalents $ 563,394 $ 220,592 $ 171,538 $ 955,524
Property tax receivable 800,000 - 80,000 880,000
Accounts receivable - net 138,991 - - 138,991
Due from other funds 136,169 273,051 - 409,220
Prepaid items 19,516 - - 19,516
Total Assets $ 1,658,070 $ 493,643 $ 251,538 $ 2,403,251
Liabilities and Fund Balances
Liabilities: ‘
Accounts payable $ 154,314 $ - $ - $ 154,314
. Other accrued liabilities - 77970 - - 77,970
Due to other funds 1,193,933 - 335,942 1,529,875
Unearned revenue 800,000 - 80,000 880,000
Total Liabilities 2,226,217 - 415,942 2,642,159
Fund Balances:
Commiitted: :
Capital projects - 493,643 - 493,643
Debt service - Co- - -
Unassigned ‘ ; (568,147) - "~ (164,404) - (732,551)
Total Fund Balances (Deficits) (568,147) 493,643 (164,404) ~(238,908)
Total Liabilities and Fund Balances $ 1,658,070 $ 493,643 $ 251,538 $ 2,403,251

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

#~ RECEIVED
NOV 1 0 206







CITY OF NEWTON, MISSISSIPPI
RECONCILIATION OF THE BALANCE SHEET
TO THE STATEMENT OF NET POSITION
GOVERNMENTAL FUNDS
SEPTEMBER 30, 2015

EXHIBIT 3.1

Fund Balance { Deficit) - Total Governmental Funds

Amounts reported for governmental activities in the Statement of
Net Position is different because:

Capital assets used in governmental activities are not financial resources
and therefore are not reported in the funds.

Governmental Capital Assets 9,634,947
Less: Accumulated Depreciation (3,436,922)

Deferred outflows related to pension liability are applicable to future
periods, and therefore, are not reported in the funds.

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

Long-term liabilities, including bonds payable, are not due and payable
in the current period and therefore are not reported in the funds.

.Bonds Payable (1,915,000)
Notes Payable , (39,970)
Capital Leases Payable ' (151,354)
Compensated Absences ' {46,556}

$ (238,908)

6,198,025
- 566,158

(3,202,821)

{2,152,880)

Net Position of Governmental Activities

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

$ 1,169,574
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» CITY OF NEWTON, MISSISSIPPI
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES
GOVERNMENTAL FUNDS ,
FOR THE YEAR ENDED SEPTEMBER 30, 2015

Exhibit 4
Street " Other Total
General Bond Governmental Governmental
, Fund Fund Funds Funds
Revenues : ‘ , ' S

Property taxes . $ 791,058 $ 142,395 $. - $§ 933,453
Licenses and permits 321,485 - : - 321,485
Intergovernmental 1,131,300 - 347,214 1,478,514
Charges for services ‘ 278,625 - - - 278,625
Fines and forfeitures 129,609 - - 129,609
Use of money and property - 1,691 111 71 1,873
Miscellaneous 106,943 - , - 106,943

~ Total Revenues 2,760,711 © 142,506 347,285 3,250,502
'Expenditures -
Current ) _ ,
General government 498,340 - - 498,340
~ Public safety 1,481,686 - - 1,481,686
Public works - 857,218 93,535 32,602 983,355
Culture and recreation 332,200 - 661,584 993,784
. Debtservice: ‘ ’ '
- Principal 71,418 185,000 - 256,418
Interest and fiscal charges 4,446 50,390 - 54,836
Total Expenditures ' 3,245,308 328,925 694,186 4,268,419
] Excess (Deficiency) of _ :
Revenues Over Expenditures {484,597) (186,419) (346,901) (1,017,917)
~ Other Financing Sources and (Uses) ‘ .

“Proceeds from sale of assets 111,630 - - 111,630
Proceeds from debt issuances 115,103 - - 115,103 .
Transfers in (out) _ 140,779 ‘ - ‘ {25,657) ° 115,122

Total Other Financing '
Sources and (Uses) 7 367,512 - (25,657) 341,855
'Net Change in Fund Balances (117,085) (186,419) (372,558) (676,062)
Fund Balances - (Deﬁcits) Béginning {451,062) - 680,062 208,154 437,154
Fund Balances - Ending ' $ ﬁ68,147)' $ 493,643 $ (164,404) $ - (238,908)
The notes to the financial statements are an integral part of this statement.
11







: CITY OF NEWTON M]SSISS]PPI
RECONC]LIAT]ON OF THE STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES
IN FUND BALANCES OF GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES

FOR THE YEAR ENDED SEPTEMBER 30, 2015

EXHIBIT 4.1

Net Changes in Fund Balances - Total Governmental Funds

“"Amounts reported for governmental activities in the Statement of Activities
are different because:

Governmental funds report capital outlays as expenditures.
However, in the statement of activities the cost of these assets
are depreciated over their estimated useful lives.

Plus: Capital Qutlays o : 868,416
Less: Current Year Depreciation , (310,088)

Under the modified accrual basis of accounting used in the Governmental
Funds, expenditures are not recognized for transactions that are not
normally paid with expendable available financial resources. However,
in the Statement of Activities, which is presented on the accrual basis,
expenses and liabilities are reported regardless of when financial resources
are available. Thus, the change in net position differs from the change in
fund balance by the following item: :

Deferred Compensation ; (1,740)

Debt proceeds provide current financial resources to governmental
‘funds, but issuing debt increases long-term liabilities in the Statement
of Net Position. Repayment of debt principal is an expenditure in
governmental funds, but the repayment reduces long-term liabilities
in the Statement of Net Position.

Debt Proceeds - (115,103)
Principal Payments

256,418

‘Some items reported in the Statement of Activities relating to the
implementation of GASB 68 are not reported in the governmental
funds. These activities 1ncludes
Recording of pension expense for the current period
Recording of contributions made subsequent to the measurement date.
- Recording of reduction in pension expense for amounts mcluded in
net pensnon liability.

©_Change in Net Position of Governmental Activities

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

$ (676,062)

558,328

 (1,740)

141,315

(423,736)
59,451

188,432

$ (154,012
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CITY OF NEWTON, MISSISSIPPI

STATEMENT OF NET POSITION

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

PROPRIETARY FUNDS
SEPTEMBER 30, 2015
EXHIBIT 5
Enterprise Funds
) Wastewater Total
Treatment Enterprise
Water & Sewer ARRA Project Funds
ASSETS
Current Assets:
Cash and cash equivalents $ 271,598 $ - 3 - $ 271,598
Accounts receivable,

(net of allowance of $122,387) 119,201 - - 119,201
Inventories 25,188 - - 25,188
Due from other funds 1,281,651 - - 1,281,651
Prepaid [tems 10,464 - - 10,464

Total Current Assets 1,708,102 < - 1,708,102

Noncurrent Assets:
Capital Assets:
Property, plant, and equipment 7,289,033 894,813 1,118,019 9,301,865
Less: Accumulated depreciation (4,488,415) (134,222) (167,703) (4,790,340)
Total Noncurrent Assets . 2,800,618 760,591 950,316 4,511,525
Total Assets 4,508,720 760,591 950,316 6,219,627
Deferred Outflows of Resources
Deferred outflows related to pension 62,315 - - 62,315
Total Deferred Outflows of Resources 62,315 - - 62,315
‘ Total Assets and Deferred Outflows of Resources $ 4,571,035 $ 760,591 § 950,316 " § 6,281,942
. LIABILITIES i
Current Liabilities:
Accounts payable $ 85,948 $ - 3 - $ 85,948
Other accrued liabilities 2,687 - - ‘ 2,687
Customer deposits 92,140 - - 92,140
Due to other funds 160,996 - - 160,996
Revenue bonds payable - current portion 16,466 - - 16,466
Other loans-current portion - 36,131 50,085 86,216
Capital leases payable - current portion 19,355 - - 19,355
Total Current Liabilities 377,592 36,131 50,085 463,808
Noncurrent Liabilities:
Compénsated absences payable 7,997 - - 7,997
Long-term debt 933,929 595,240 888,511 2,417,680
L Net Pension Liability 352,525 - - 352,525
Total Noncurrent Liabilities 1,294,451 595,240 888,511 2,778,202
Total Liabilities 1,672,043 631,371 938,596 3,242,010
NET POSITION ,
Net investment in capital assets 1,830,868 129,220 11,720 1,971,808
Unrestricted 1,068,124 - - 1,068,124
Total Net Position 2,898,992 129,220 11,720 3,039,932
Total Liabilities and Net Position $ 4,571,035 $ 760,591 § 950,316, S 6,281,942

13







CITY OF NEWTON MISSISSIPPI
STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET POSITION

PROPRIETARY FUNDS
FOR THE YEAR ENDED SEPTEMBER 30, 2015

EXHIBIT 6
Enterprise Funds :
Wastewater Total
) Treatment Enterprise
. Water & Sewer ARRA Project Funds
Operating Revenues: ,
Charges for services 919,488 $ - $ - $ 919,488
Intergovernmental - 48,121 66,110 - 114,231
Total Operating Revenues 919,488 48,121 66,110 . 1,033,719
Operating Expenses: k
Personnel services 235,468 - - 235,468
Contractual services, materials, and supplies 409,183 - - 409,183
D_epreciation 231,499 44,741 55901 332,141
‘ ‘Total‘Operating Expenses 876,150 44,741 55,901 976,792
Operating Income 43338 3,380 10,209 56,927
Nonpperéting Revenues (Expenses): ; ,
Interest income 606 - - 606
Interest expense - . (39,632) (12,686) (16,893) (69,211)
Miscelianeous revenue (expenses) 38,579 - = 38,579
' Total Nonoperatirig Revenues (Expenses) (447) (12,686) (16,893) (30,026}
Income (Loss) Before Transfers 42,891 (9,306) (6,684) 26,901
Transfers out (115,122) . - (115,122)
Total Transfers - (115,122) - - (115,122)
Change in Net Position B -(72,231) (9,306) (6,684) (88,221)
Total Net Position - Beginnihg, as previously reported 3,242,077 138,526 " 18,404 3,399,007
Prior period adjustment (270,854) - - . (270,854)
Net Position Beginning, as restated 2,971,223 138,526 18,404 3,128,153
Total Net Position - Ending 2,898,992 $ 129,220 $ 11,720 _$ 3,039,932

‘The notes to the financial statements are an integral part of this statement.
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~ CITY OF NEWTON,‘MISSISSIPPI

STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS
, FOR THE YEAR ENDED SEPTEMBER 30, 2015
o : EXHIBIT 7
Enterprise Fund
Wastewater Total
Treatment Enterprise
: . Water & Sewer ARRA Project _Funds
CASH FLOWS FROM OPERATING ACTIVITIES: k ’
Cash received from customers and users $ 903927 $ 48,121 $ 66,110 $ 1,018,158
Cash payments to suppliers (705,626) - - (705,626)
Cash payments to employees ‘ ) ' (216,112) ' - - (216,112)
"Net cash provided (used) by o'perating activities (17,811) 48,121 66,110 "~ 96,420
CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES: .
Transfers to other funds (115,122) - - (115,122)
Other receipts ' ' 38,579 - . 38,579
Net cash (used) by - ) :
noncapital financing activities (76,543) - ‘ - - {76,543)
CASH FLOWS FROM CAPITAL ) '
AND RELATED FINANCING ACTIVITIES: ) .
Proceeds from debt issued ) o 164,104 : - - 164,104
Principal paid on long-term debt - (31,030) (35,435) (49,217) (115,682)
Interest expense (39.632) (12,686) (16,893) ©(69,211)
Purchase of property, plant, and equipment ' ' (222,407) - - (222,407)
‘Net cash (used) by capital - ‘ )
and related firiancing activities (128,965) (48,121) . (66,110) (243,196)
CASH FLOWS PROM INVESTING ACTIVITIES:
Interest received on money market account ) 606 L - ) 606
Net cash provided by investing activities 606 e - 606
Net (decrease) in cash and cash equivalents i ‘ (222,713) ‘ - . - (222,713)
Cash and cash equivalents, October 1, 2014 | 494,311 - - 494,311
Cash and cash equivalents, September 30, 2015 $ 271,598 $ - $ S $ 271,598
Reconciliation of operatmg income (loss) to
net cash provided by operating activities: .
Operating income $ 62,694 $ 3,380 $ 10,209 $ 76,283
Adjustments: ‘
Depreciation expense ' : 231,499 ) 44,741 55,901 332,141
Changes in assets and liabilities:
(Increase) in accounts receivable (15,561) - - (15,561)
- (Increase) in prepaid items (2.237) - - (2,237)
‘(Increase) in due from other funds (393,945) - - ‘ (393,945)
Increase in accounts payable 62,721 - - 62,721
JIncrease in customer deposits 9,595 - - 9,595
(Decrease) in other accrued liabilities (1,024) - - (1,024)
JIncrease in due to other funds 27,371 - - 27,371
Increase in compensated absences payable ) 1,076 - - 1,076
Total adjustments (80,505) 44,741 55,901 20,137

Net cash provided by operating activities $ ((17,811) $ 48,121 $ 66,110 $ 96,420

The notes to the financial statements are an integral part of this statement.
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CITY OF NEWTON, MISSISSIPPI
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2015

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
'A. Fipancial Reporting Entity

The City of Newton, Mississippi, was incorporated in 1867. The City operates under a Mayor/Aldermen form of
government and provides the following services as authorized by its charter: public safety (police and volunteer
fire protection), highways and streets, sanitation, culture and recreation, public improvements, planning and
zoning, and general administrative services.

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 and fund financial statements, which provide a detailed level of financial
information. '

Government-wide Financial Statements:

The Statement of Net Position and the Statement of Activities display information concerning the City as a whole.
The statements include all nonfiduciary activities of the City. For the most part, the effect of interfund activity has
been removed from these statements. Governmental Aactivities 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 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, 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, liabilities, fund equity, revenues, and expenditures/expenses. Funds are organized into
governmental, proprietary, and fiduciary. 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. ' '
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CITY OF NEWTON, MISSISSIPPI
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2015

c.MeasummmnIoms_andB_asquAssmmnng

The govemment-w1de Proprietary Funds and Flducmry Funds (excludmg agency 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 a liability is incurred or economic asset used,

" regardless of when the related cash flows take place. Property taxes are recognized as revenues in the year for
‘which they arelevied. Shared revenues are recognized when the provider government recognizes the liability to
the City. Grants are recognized as revenue as soon as all eligibility requirements imposed by the provider have
been satisfied, Agency funds have no measurement focus, but use the accrual basis of accounting

The City's Proprietary Fund applies all applicable Governmental Accounting Standards Board (GASB)
.pronouncements and only the following pronouncements issued on or before November 30, 1989, unless those

pronouncements conflict with or contradict GASB pronouncements: Financial Accounting Standards Board

(FASB) Statements and Interpretations, Accounting Principles Board Opinions, and Accountmg Research Bulletins
- of the Committee on Accountmg Procedure

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 fund financial statements are reported using the 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 consndered to be

susceptlble to accrual and have been recognized as revenues of the current fiscal period.

- The City reports the following major Governmental Funds:

. Geperal Fund - ThlS fund is used to account for all activities of the general government for which a separate fund
‘has not been established.

Street Bond Fund - This fund‘is used to account for a street bond paving project.
- The City reports the following major Proprietary Funds:

» w_agex_an_d_sme_r_amd This fund accounts for the provision of water and sewer services to customers within the
service area.

ﬂas_tma_ter_'llr_e_ann_e_n_t_mlﬂgung This fund accounts for a wastewater treatment pro]ect.

ARRA Fund - This fund accounts for a dnnkmg water grant.
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CITY OF NEWTON, MISSISSIPPI
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2015

C. Measurement Focus and Basis of Accounting-continued
GOVERNMENTAL FUND TYPES

Special Revenue Funds - These funds are used to account for the proceeds of specific revenue sources (other than
for major capital projects]) that are legally restricted to expenditures for specified purposes. Special Revenue -
Funds account for, among other, certain federal grant programs, taxes and levied with statutorily defined
distributions and other resources restricted as to purpose.

Debt Service Funds - These funds are used to account for the accumulation of resources for, and the payment of
general long-term debt principal, interest and related cost.

Q_aml_l?m;g_m_ﬂmd_s These funds are used to account for financial resources to be used for the acqulsmon or
construction of major capital facilities. Such resources are derived principally from proceeds of general obligation
bond issues and federal grants. However, the City did not have any active Capital Projects Funds in the current
year. :

PROPRIETARY FUND TYPES

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. Capital Assets

Property and equipment purchased or acquired are carried at historical cost or estimated historical cost.
Contributed assets are recorded at fair market value as of the date received. The costs of normal maintenance and
repairs that do not add to the value of the asset or materially extend asset lives are not capitalized.

" Pursuant to GASB Statement 34, small governmental entities (less than $10 million in annual revenue) are not
required to retroactively state the values of infrastructure purchased or constructed in prior years. Therefore,
infrastructure acquired prior to October 1, 2002 has not been recorded, unless the value was already included in
the City’s inventory of caplta] assets.

Deprecnatlon has been prowded using the straight-line method, which approximates those methods used under
Generally Accepted Accounting Principles, over the followmg estimated useful lives:

Building & Improvements 20-40 Years

Machinery & Equipment 5-10 Years -

Other Furniture & Equipment ' 5-10 Years
_Infrastructure 20-50 Years

Water & Sewer Lines & Facilities 5-20 Years
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CITY OF NEWTON, MISSISSIPPI
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2015

E.

For purposes of the statement of cash flows for the City's Proprletary Fund, all highly liquid investments w1th a

~‘matunty of three months or less when purchased are considered to be cash equivalents.

Allowances for Doubtful Accounts

The City uses the reserve method for uncollectible accounts.

Inventories

Inventories for the Proprietary Fund are stated at cost, which approximates market.

Encumbrances

Encumbrance accounting, under which purchase orders, contracts, and other commitments for the expenditure of

monies are recorded in order to reserve that portion of the applicable appropnatnon, is not. employed as an
extensum of formal budgetary integration. .

Use of Estimates
The preparation of financial statements in conformity with accounting principles generally accepted in the United

States of America requires management to make estimates and assumptions that affect certain reported amounts
and disclosures. Accordingly, actual results could differ from those estimates.

Payments made to vendors for services that will benefit periods beyond September 30, 2015 are prepaid items.

The City allows for five days sick leave per year, with no maximum accumulation of unused leave. All unused sick
leave shall be counted as creditable serv1ce for the purpose of the retirement system, but employees will not be
pald for accumulated sick leave.

Annual leave is accumulated at a rate of one day per month of employment. Annual leave accumulated will be

~ paid to employees upon termination for up to fourteen days' accumulation. Any excess of fourteen days will be

counted as creditable service for purposes of the retirement system.
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CITY OF NEWTON, MISSISSIPPI]
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2015

L. 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 improvements of those assets.

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

Lm__esm_cted_n_e_t_mmL All other net position not meeting the definition of “restricted” or “net investment in
capital assets.”

 Fund Financial Statements:

"Fund balances for govemfnental funds are reported in classifications that comprise a hferarchy 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, as51gned or unassxgned 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 notin 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 requlred to be maintained intact, -
such as a principal balance of a permanent fund.

Restncted fund balance includes amounts that have constramts placed upon the use of the resources elther by an
external party or 1mposed by law through-a constitutional provision or enabling legislation.

- Committed fund balance includes amounts that can be used only for specific purposes pursuant to constraints
imposed by a formal action of the Board of Aldermen as approved in the board minutes.

' Assigned fund balance includes amounts that are constrained by the city’s intent to be used for a specific purpose,

but are neither restricted nor committed. For governmental funds, other than the general fund, this is the
residual amount within the fund that is not classified as nonspendable and is neither restricted nor committed.

RECEIVED
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CITY OF NEWTON, MISSISSIPP1
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2015

Enmmﬂasaiﬁmﬂnns_mnnnueﬂ

A551gnments of fund balance are created by the Board of Aldermen pursuant to authorization established by the
policy adopted by the City.

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, 1t may be necessary to report a
negative unassigned fund balance.

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.

.' lli . i .!l = i lc ]. ‘ Q - I- ‘ i

The Mississippi Municipal Compliance Questionnaire was completed and entered into the City’s Minute Book as
prescribed by law.

Construction in progress represents costs accumulated for various construction and 1mprovement and expansnon
projects that were not completed at year end.

Interfund 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 year are referred to as “due
to/from other funds.” Interfund receivables and payables between funds within governmental act1v1tles are.
ehmlnated in the Statement of Net Position.

Deferred Oumows 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 future periods and so will not be recognized as outflows of resources (expense/expenditure) until
then. The City has incurred deferred outflows that are related to pension reporting.
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CITY OF NEWTON, MISSISSIPPI
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2015

Q. Deferred Inflows of Resources

In addition to liabilities, the statement of financial position will sometimes report a separate section for deferred
inflows of resaurces. The separate financial statement element, deferred inflows of resources, represents as
acquisition of net position that applies to future periods and so will not be recognized as an inflow of resources
(revenue) until that time. The deferred inflows are directly related to pension reporting.

R. Changes in Accounting Standards

The City of Newton adopted GASB Statement No. 68, Accounting and Financial Reporting for Pensions, an
Amendment of GASB Statement No. 27, Accounting and Financial Reporting for Pensions, an amendment of GASB
Statement No. 27, Accounting and Financial Reporting for Pensions, an Amendment of GASB Statement No. 27 and
GASB Statement No. 71, Pension Transition for Contributions made Subsequent to the Measurement Date-an
Amendment of GASB Statement No. 68. The City of Newton provides its employees with pension benefits through
the Public Employees’ Retirement system of Mississippi (PERS), a multiple-employer cost-sharing defined benefit
retirement program administered by PERS. GASB 68 requires employers participating in benefit multiple-
employer cost-sharing plans, such as PERS, to record their proportionate share, as defined in GASB 68, of PERS'’s
unfunded pension liability. The City of Newton has no legal obligation to fund this shortfall nor does it have any
ability to affect funding, benefit, or annual required contribution decisions made by PERS. The cumulative effect
of adopting GASB 68 resulted in a $(2,731,664) restatement of net position as of July 1, 2014, which decreased
previously reported net position. Information regarding PERS’ current funding status can be found in their
Comprehensive Annual Financial Report. Information related to beginning balances for fiscal year 2014 was not
available thus the effects of GASB 68 including the related pension liability were not reported on the balance sheet
or statements of revenues, expenses and changes in net position for that year. .

- Significant adjustments were made to beginning net position as described below:

. Statement of Activities

Implementation of GASB 68 , $(2,731,664)
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CITY OF NEWTON, MISSISSIPPI
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2015

The City deposits funds in financial institutions selected by the Board of Aldermen in accordance with state
statutes. Various restrictions on dep051ts are imposed by statutes.

Code Sec: 21-33-323 allows municipalities to invest their surplus funds. The City may only invest in direct
obllgatlons of the United States, or the State of Mississippi, or certain local Mississippi governments. They may
also invest in certificates of deposit from municipal depositories or State of Mississippi depositories located

- within the municipality. There is no authority to invest in mutual funds or brokerage firm accounts.

All investments of the City throughout the year and at year-end were interest bearing time certificates of deposit
which are recorded at cost plus interest earned at September 30, 2015. The market value equals the carrymg
amount of these investments.

The collateral for public entities’ deposits in financial institutions are now held in the name of the State Treasurer
under a program established by the Mississippi State Legislature and is govemed by Section 27-105-5 Miss. Code
Ann. (1972).

Under this program, the City’s funds are protected through a collateral pool administered by the State Treasurer.
Financial institutions holding deposits of public funds must pledge securities as collateral against those deposits.

" In the event of failure of a financial institution, securities pledged by that institution would be liquidated by the

State Treasurer to replace the public deposits not covered by the Federal Depository Insurance Corporation. The
City’s deposits, which include all cash accounts and certificates of deposits, with a carrying value of $1,227,122
and a bank balance of $1,259,891 at September 30, 2015, are covered by federal deposxtory insurance and by
deposits held in banks that are members of the State of Mississippi’s Collateral Pool.

23







CITY OF NEWTON, MISSISSIPPI

NOTES TO THE FINANCIAL STATEMENTS
- FOR THE YEAR ENDED SEPTEMBER 30, 2015

During some of the previous years, the subsidiary records of capital assets and depreciation were not maintained.

"The followingy is a summary of changes in capital assets during the year ended September 30, 2015:
' : Beginning Ending
. Balance Increases Decreases . Adjustments - Balance
Governmental Activities:
Q - l : l - ( . I !' ]
Land : ' $ 401642 $ 216950 $ - $ - $ 618,592
Construction in progress 1,886,650 - (1,886,650) -
Total c'apital assets not being depreciated 2,288,292 216,950 - " (1,886,650) 618,592
Q .I N l l t - l ) I [.’ .
Buildings : 1,541,966 - - - 1,541,966
- Improvements other than Buildings 1,801,578 444633 - - 2,246,211
Mobile Equipment 1803335 - 115103 - - 1,918,438
~ Other furniture and equipment 161,374 ’ - - - 161,374
Infrastructure - 1,169,986 91,730 - 1886650 3,148,366
Total capital assets being depreciated 6,478,239 651466 - 1,886,650 9,016,355
Less: Accumulated depreciation (3,126,834) (310,088) - - (3,436,922)
Total capital assets being depreciated, net . 3,351,405 341,378 - 1,886,650 5,579,433
Governmental activities capital assets,net $ 5,639,697 $ 558,328 $ - $ .- $ 6,198,025
Beginning : ‘ - Ending
‘ ; Balance Increases Decreases Adjustments  Balance
Business-type Activities:
Land ’ $ 119,051 $ - $ - $ - $ 119,051
Total capital assets not being depreciated 119,051 - - - 119,051
Q s l - I ! r3 [ . L' ’
Water and sewer lines and facilities 8,185,026 - - - 8,185,026
Mobile equipment 775381 222,407 - - 997,788
Total capital,assets being depreciated 8,960,407 222,407 - - 9,182,814
Less: Accumulated depreciation (4,458,199) (332,141) - - (4,790,340)
Total capital assets being depreciated, net 4,502,208 (109,734) - - 4,392,474
Business-type activities capital assets,net $ 4,621,259 $(109,734) $ - $ - $ 4511525
Depreciation expense was charged to the following functions:
Govemmen/tal Activities:
~General government $ 93548
Public safety 50,427
Public works 197427
Culture and recreation 68,686
Total Depreciation Expense - $ 310,088
Business-type Activities:
Water & sewer $ 332,141
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CITY OF NEWTON, MISSISSIPPI
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2015

Debt outstanding as of Sept_ember 30, 2015, consisted of the following:

Governmental Activities:

NOV 10 2016

Balance Balance
Original Int Outstanding Outstanding Current
Description Issue Rate 10/01/14 - Additions Reductions  9/30/15- Maturity
Series 2013 $2,100,000 1.40-2.00 $2,100,000 $ - $(185,000) $1,915,000 $ 190,000
B. Capital Leases
‘ Balance Balance
Original Int Outstanding , ‘Outstanding Current
Description Issue Rate 10/01/14 - Additions Reductions  9/30/15 Maturity
" Fire Truck $ 200,000 329 $§ 28745 $ - $ (24,539) $ 4,206 $ 4,206
John Deere Tractor 24,000 3.27 35,821 - (13,978) 21,843 14,442
Equipment 24,769 1.81 9,100 - (9,100) - -
.2 Dodge Chargers 34,031 2.07 28,505 (11,225) 17,280 - 11,460
2015 Dodge Charge: 26,412 2.07 - 26,412 (2,855) 23,557 8,683
John Deere Tractor 88,691 .  2.24 - 88,691 (4,223) 84,468 8,588
' $ 397,903 - $ 102,171 $ 115103 '$ (65920) $ 151,354 $ - 47,379
C.Qther Loans
, Balance Balance
Original' = Int QOutstanding Outstanding Current
Description Issue Rate 10/01/14 = Additions Reductions 9/30/15 °  Maturity
NCB BLDG - $ 81,124 410 $ 45469 $ - $ (5499) $ 39970 $ 5,728
$ 81,124 $ 45469 $ - $ (5499) $ 39970 $ 5,728
D. Compensated Absences
Balance Balance
Outstanding Outstanding Current
10/01/14  Additions - Reductions  9/30/15 ~ Maturity
Compensated Absences $ 44815 $§ 1741 $: - -$ 46556 $ -
© RECEIVED
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CITY OF NEWTON, MISSISSIPPI

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2015

Business-type Activities:

A. General Obligation Bonds |
) ‘ Balance : Balance
Original ~ Int. ~ Outstanding Outstanding  Current
Description , Issue Rate 10/01/14  Additions Reductions 9/30/15 Maturity
Series 2003
RUS Water & :
Sewer Revenue $ 800000 400 §$ 678843 $ - $ (15782) $ 663,061 $ 16,466
B. Capitql Leases
: Balance . Balance
Original Int. ~ Outstanding Outstanding  Current
Description . Issue Rate 10/01/14  Additions Reductions 9/30/15 Maturity
-Caterpillar Tractor 56,329 185 § 56284 § .- $ (272). $ 56,012 $ 277
Caterpillar Excavator 104,616 1.85 101,549 - (7,457) 94,092 7,596
Caterpillar Wheel Loader 164,104 2.15 - 164,104 (7,519) 156,585 11,482
$ 325,049 $ 157,833 §$ 164,104 $ (15248) $ 306689 $ 19,355
C. Other Loans
Balance . - Balance
Original Int.  Outstanding Outstanding  Current
Description Issue Rate  10/01/14  Additions Reductions 9/30/15 Maturity
Water System ‘ ’ ‘ o
Improvement - $ 785,527 195 $ 666806 $ - $ (35435) $ 631,371 $ 36,131
- Lagoon ‘ ' :
Improvement ~ 1,095,454 1.75 987,813 - (49,217) 938,596 50,085
' $ 1,880,981 -$1654619 $ - $ (84,652) $1,569,967 $ 86,216
D. Compensated Absences .
~ Balance Balance
Outstanding ' Qutstanding  Current
10/01/14  Additions Reductions 9/30/15 Maturity
Compensated Absences $ 6921 $ 1076 $ - $ 7997 § -
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CITY OF NEWTON, MISSISSIPPI :
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2015

The following is ’a schedule by years of the total capital lease payments due as of September 30, 2015:

__Govemnmental-type Activities Business-type Activities

. Year Principal , Interest Principal Interest
2016 $ 47379 % 2983 0§ . 19355 § 5,944
2017 30,865 1,940 153,962 . 4,753
2018 - 14,993 1,458 11,985 2,728
2019 ~ 9,184 1,208 12,246 2,468 .
2020 : 48,933 ! 609 109,141 ' 576
$ 151,354  $ 8,198 § 306689 $ 16,469

‘Annual debt service requirements to maturity for all long-term debt are as follows:

Governmental-type Activities Business-type Activities
Year Principal Interest Principal Interest

2016 $ 195,728 $ 33473 $ 102,682 $ 55,877
2017 200971 29,623 104,992 53,568
2018 206,221 26,168 107,359 ' 51,200
2019 ' 211,481 22870 109,790 48,769
2020 221,750 19,558 112,285 o 46,274
2021-2025 918,819 ‘ 36,831 601,255 191,543
2026-2030 ' - - 674,547 118,249
2031-2035 - - 264,717 53,090
~ 2036-2039 - - 155,401 -~ 13,174
$ 1,954,970 $ 168,523 $ 2233028 § 631,744

L_egal_!lehLMazgj_n»— 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, 2015, the amount of outstanding debt was within appropriate
Limits. ~

o ,

Long-term debt does not include amounts for Industrial Revenue Bonds issued under authority §57-3-1 through
§57-3-33 of the Mississippi Code of 1972. Industrial Revenue Bonds are issued to provide funds for direct
financing leases to aid industries which manufacture, process, or assemble agricultural or manufactured products
or any industry engaged in storing or warehousing products of agriculture, mining, or industry. These leases are
administered by trustees with terms, which provide for transfer of title of the property after all bonds are paid in
full. : ' ~ ’ . ‘
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. CITY OF NEWTON, MISSISSIPPI
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2015

NOTE 7 - RISK MANAGEMENT

The City has purchased commercial insurance policies for various risks of loss related to torts; theft, damage or

_ destruction of assets; errors or omissions; injuries to employees; or acts of God. Payments of premiums for these
policies are recorded as expenditures/expenses. Insurance settlements have not exceeded insurance coverage in
any of the past three years. There were no significant reductions in coverage compared to the prior year.

NOTE 8 - PROPERTY TAXES
Property taxes on real and personal property, exclusive of automobiles, become an enforceable lien on January 1,
for the preceding year. Taxes are levied before September 15, and ‘are due before February 1. The City bills and
collects its own property taxes, except for automobile ad valorem. The City’s levy on automobile taxes is collected
by Newton City and remitted to the City monthly. Newton City also remits to the City a pro-rata share of road and

bridge taxes collected by them. The City levies taxes based on 15% of fair value of property. The City may levy
taxes as necessary to meet bonded debt retirement. Tax millage levies for the current fiscal year were as follows:

Fund ' Millage : Purpose
General Fund 32 : General Government
- Street Bond Fund 3 . Street Paving

NOTE 9 -BENEFIT PENSION PLAN OBLIGATIONS

General Information about the Pension Plan

The City of Newton is a member of the Public Employees’ Retirement System of Mississippi (PERS), a cost-sharing
multiple employer defined benefit pension plan as defined in GASB Statement Number 68, Accounting and
Financial Reporting for Pensions. Membership in PERS is a condition of employment and is granted upon hiring

. for qualifying employees of the City. Code Section 25-11-15, Mississippi Code Ann. (1972) grants the authority for
general administration and proper operation of PERS to the PERS Board of Trustees (PERS Board). PERS issues a
publicly available Comprehensive Annual Financial Report that can be obtained at www.pers.ms.gov.

RECEIVED
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CITY OF NEWTON, MISSISSIPPI k
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2015

For the cost-sharing plan, 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 annual retirement allowance
payable monthly for life in an amount equal to 2.00% 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
2.50% 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. A member may elect a reduced retirement allowance payable for life with the provision that,
after death, a beneficiary receives benefits for life or for a specified number of years. Benefits vest upon
completion of eight years of membership service (four years of membership service for those who became
members of PERS before July 1, 2007). PERS also provides certain death and disability benefits. In the event of
death prior to retirement allowance, the deceased member’s accumulated contributions and interest are paid to
the designated beneficiary. Benefits are established by Secuon 25-11-1et seq Mississippi Code Ann. (1972) and
may be amended only by the State Legislature.

A Cost of Living Adjustment {COLA) payment is made to eligible retirees and beneficiaries. The COLA is equal to
3.00% 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 3.00%
compounded for each fiscal year thereafter

Per Chapter 11 of Title 25, Mississippi Code Ann. (1972), contribution requirements of plan members and their
- _.employers are established and may be amended only by the PERS Board. The adequacy of the rates is assessed
annually by actuarial valuation. For the years ended September 30, 2015, member employees were required to
contribute 9.00 percent of their annual pay, while the City’s required contribution rate was 15.75 percent of
" annual payroll. The City of Newton, Mississippi’s contributions to PERS for the years ending September 30, 2015,
2014, and 2013 were $225,002, $2 22,374, and $203,902 respectively, equal to the required contributions for each
year.

At September 30, 2015, the City of Newton reported a liability of $3,555,346 for its proportionate share of the net
pension liability. The net pension liability was measured as of June 30, 2015 and the total pension liability used to
-calculate the net pension liability was determined by an actuarial valuation as of those dates, the City of Newton'’s
proportion of the net pension liability was based on employer contributions to PERS for the plan’s fiscal year
ended June 30, 2014, relative to the total employer contributions of participating employers to PERS. At June 30,
2015, the City of Newton’s proportion was .023% which was the same % from its proportion measured as of June
30, 2014. Information related to beginning balances for fiscal year 2013 was not available thus the effects of ‘
GASB 68 including the related pension liability were not reported on the balance sheet or statements of revenues,
expenses and changes in net position for that year.
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CITY OF NEWTON, MiSSlSSlPPl '
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2015

For the year ended September 30, 2015, the City of Newton, recognized pension expense of $423,736. At
September 30, 2015, the City of Newton reported deferred outflows or resources and deferred inflows of
resources related to pensions from the following sources:

Deferred : Deferred

Outﬂpws of Inflows of

: Resources Resources
Difference between expected and actual experience  $ 54,115 $ -

Net difference between projected and actual

eamings on pension pfan investments 208,026 » -
Changes in assumptions ' . 306,281 ‘ -
Contributions subsequent to the measurement date - 59,451 ‘ -
$ 628,473 $ -

At September 30, 2015, the City of Newton reported $59,451 as deferred outflows of resourcés related to

~ pensions resulting from employer contributions subsequent to the measurement date that will be recognized as a

reduction of the net pension liability in the year ending September 30, 2016. Other amounts reported as deferred
outflows of resources and deferred inflows of resources related to pensions will be recognized in pension expense
as follows: '

Year Ending September 30 ‘ Amount
2016 - $ 184,726
2017 | \ 184,726
2018 147,564
2019 _ : 52,006
$ 569,022
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CITY OF NEWTON, MISSISSIPPI
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2015

\ ial A .

The total pension liability in the September 30, 2014, actuarial valuation was determined using the followmg
actuarial assumptlons and other inputs:

Inflation . 3.00%

Salary increases 3.75%-19.00%, average, including inflation

Investment rate of return 7.75%, net of position 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 2016,
set forward one year for males.

The actuarial assumptions used in the June 30, 2015, valuation were based on the results of an actuarial

. experience study for the penod July 1, 2010 through June 30, 2014. The expenence report is dated May 4, 2015.

The long-term expected rate of return on pension plan investments was determined using a log-normal

 distribution analysis in which best-estimate ranges of expected future real rates of return (expected nominal

returns, net of pension plan investment expense and the assumed rate of inflation) are developed for each major
asset class. These ranges are combined to produce the long-term expected rate of return by weighting the
expected future real rates of return by the target asset allocation percentage and by adding expected inflation.

The target allocation and best estimates of arithmetic real rates of return for each major asset class as of ]une 30,

-2015, are summarized in the following table:

Target Long-term
Allocation Expected Real
Asset Class Percentage Rate of Return
U.S.Broad 3400 % 520 %
" International equity 19.00 5.00
. -Emerging markets equity 8.00 5.45
Fixed income 20.00 25
Real assets : 10.00 ; 4.00
Private equity 8.00 © . 615
Cash 1.00 ©(.50)
-100.00 %
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CITY OF NEWTON, MISSISSIPPI
" NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2015

" The discount rate used to measure the total pension liability was 7.75%. The projection of cash flows used to
determine the discount rate assumed that employee contributions will be made at the current contribution rate
(9.00%) and that participating 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 long-term expected rate of
return on pension plan investments was applied to all periods of projected benefit payments to determine the
total pension liability. ‘

- The City of Newton'’s proportionate share of the net pehsmn liability has been calculated using a discount rate of
7.75%. The followmg presents the City of Newton’s proportionate share of the net pensmn liability calculated
- usmg a dlscount rate 1% higher and 1% lower than the current rate.

1% Current
Decrease Discount 1% Ihcrease
(6.75%) Rate (7.75%) (8.75%)'
Proportlonate share of the net pension .
liability _ $ 4,686,272 $ 3,555,346 $ 2,616,889

E “- El E-l/. NIE ar

Detailed information about the pension plan’s fiduciary net position is available in the separately issued
comprehensive annual financial report which can be obtained at www.pers.ms.gov. '

At September 30, 2015, the City of Newton has no amounfs payable for outstanding contributions to the pension
- plan required for the year ended September 30, 2015. ’
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CITY OF NEWTON, MISSISSIPPI ,
- NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2015

Interfund transfers for the year ended September 30, 2015 consisted of the following:

Transfers . Transfers
To , From ‘ Total
General Fund Debt Service Fund e $ 25657
General Fund ‘Water and Sewer Fund : 115,122
-$ 140,779
This transfer was made for general operating purposes.
Interfund loans for the year ended September 30, 2015 consisted of the following:
Due from (Receivable) Due to (Payable)
Other Funds Other Funds Total .
General Fund Water and Sewer Fund $ 136,169
" Street Bond Fund General Fund | 273,051
Water and Sewer Fund _ General Fund 920,882
Water and Sewer Fund Debt Service Fund 335,942
Water and Sewer Fund Water and Sewer Fund © 24,827

$1,690,871

This interfund loan was set up to offset cash flow problevms.

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.

Litigaﬂon ~The City is party to legal proceedings, many of which occur in the normal course of governmental
operations. The City’s legal counsel has determined that a liability from litigation is reasonably possible. The

‘potential liability could be between approximately $200,000 to $750,000.

33







CITY OF NEWTON, MISSISSIPPI
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2015

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 the City of Newton, Mississippi

evaluated the activity of the City through September 16, 2016, (the date the financial statements were available to

'be issued) and determined that the following subsequent events required disclosure in the notes to the financial

statements:

1). On October 20, 2015, the City accepted SMLPC Grant in the amount of $145,800.

2). On October 20, 2015, the City accepted CDBG Grant in the amount of $450,000.

3). On October 20, 2015, the City 51gned and approved Capital Improvement Revolving Loan Program in the
amount of $267,655.'

4).On December 14, 2015, the City approved the sale of 61 acres in the Industrial Park to Blewer Sawmill-
Newton, LLC and BT Holdings, LLC in the amount of $335,500.

5). On March 31, 2016, the City sold land in the Industrial Park to Simmons Wrecker Service in the amount of
$35,625.

6).0n July 5, 2016, the City accepted the Layne Central bid on the Water Well Project in the amount $460,230.
7). On July 19, 2016, the City accepted a grant in the amount of $50,000 from the M15515s1pp1 Development
Authority.

8). On August 16 2016, the City accepted a bid from Morton Constructlon Company in the amount of $49, 000 for
construction of sewer lines. :

" RECEIVED : 3
Nov 10 2016 |

TR
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« : CITY OF NEWTON, MISSISSIPPI
BUDGETARY COMPARISON SCHEDULE - BUDGET AND ACTUAL (NON-GAAP BASlS)
: GENERAL FUND
FOR THE YEAR ENDED SEPTEMBER 30, 2015

General Fund

Variance with

, Actual  Final Budget
Original - Final (Budgetary, Positive
, Budget Budget ‘Basis) (Negative)
REVENUES , ‘ ,
Property taxes $ 752,500 $ 752,500 $ 791,058 $ 38,558
Licenses, commissions , '
and other revenue 313,500 313,500 328,684 15,184
Fines and forfeitures , 86,000 86,000 74,053 (11,947)
Intergovernmental revenues ' 1,046,500 1,046,500 1,059,495 ¢ 12,995
~ Charges for services 310,000 310,000 275,920 (34,080)
Miscellaneous revenues ‘ 144,500 144,500 96,289 (48,211)
Total Revenues 2,653,000 2,653,000 - 2,625499 (27,501)
EXPENDITURES ‘
Current: : ‘
General government 505,050 505,050 - 503,227 1,823
‘Public safety 1,484,700 1,484,700 1,506,901 (22,201)
Public works : 895,350 895,350 815,723 79,627
Culture and recreation 350,900 350,900 329,458 21,442 -
Total Expenditures 3,236,000 3,236,000 3,155,309 80,691
‘Excess of Revenues ' ,
over (under) Expenditures {583,000) (583,000) -(529,810) 53,190

OTHER FINANCING SOURCES (USES)

TransferIn 114,000 114,000 140,779 26,779
Total Other Financing Sources 114,000 114,000 - 140,779 26,779
Net Change in Fund Balance ‘ (469,000) (469,000) 1(389,031) 79,969
Fund Balances - Beginning (437,676) (437,676) (288,501) . 149,175
Fund Balances - Ending $ (906,676) $ (906,676) $ (677,532) $ 229,144

The accompanying notes to the Required Supplementary Information are an integral part of this statement.
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CITY OF NEWTON, MISSISSIPPI ,
NOTES TO REQUIRED SUPPLEMENTARY INFORMATION
FOR THE YEAR ENDED SEPTEMBER 30, 2015

A. Budgetary Information

'TheVCity follows these procedures in establishing the budgetary data reflected in the financial statements:

Prior to September 1, the Mayor submits to the Board of Aldermen a proposed operating budget for the fiscal year

- commencing the following October. The operating budget includes proposed expenditures and the means of financing

them. A public hearing is conducted at the City. Hall to obtain taxpayer comments. Prior to October 1, the budget is
legally enacted through passage of an ordinance. All budget amendments are approved by the board and are in
compliance with the municipal law as determined by the M1551551pp1 Code.

~ The Board of Aldermen has not taken any official actlon to authorize anyone to transfer budgeted amounts between

departments within any fund. Formal budgetary integration is employed as a management control device during the year
for the General Fund and Special Revenue Fund. Formal budgetary control is not employed for Debt Service Funds
because effective budgetary control is alternatively achleved through general obligation bond mdenture prov151ons

Mississippi law requires that municipalities budget govemmental funds on a modified-cash basis. Clalms that have been |
incurred prior to the ‘end of the year and that are paid within 30 days are recorded under the accrual basis. Prior year
claims that are paid after 30 days revert to the cash basis. All revenue is accounted for under the cash basis. Capital
project funds, however, are budgeted per project and do not lapse at year-end. The required budgetary basis is therefore

- not considered a generally accepted accounting principle.

. Basis of Presentation

The Budgetary Comparison Schedule- Budget and Actual (Non-GAAP Basis) presents the oﬁginal legally adopted
budget, the final legally adopted budget, actual amounts on a budgetary (Non:GAAP Basis) and variances between the
final budget and the actual amounts. The schedule is presented for the General Fund and each major special revenue
fund. '

. -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) asr opposed to when susceptible to accrual (GAAP).

The following schedule reconciles the budgetary basis schedules to the GAAP basis financial statements for the General
Fund and each major special revenue fund:

Governmental Fund Types

General
: : , Fund
 Budget (Cash Basis) o $ (389,031)
» Increase (Decrease)
" Net adjustments for revenue accruals , 189,728
* Net adjustments for expenditure accruals - 82218
‘GAAP Basis : $ (117,085)
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. CITY OF NEWTON, MISSISSIPPI

'SCHEDULE OF THE EMPLOYER’S PROPORTIONATE SHARE

OF THE NET PENSION LIABILITY
FOR THE YEARS ENDED 30, 2015 AND 2014

2015 2014

Employer’s proportion of the net pension liability (asset) .023% .023%
Employer's proportionate share of the net pension

liability (asset) $ 3,555,346 2,791,779
Empl oyer's; covered-employee payroll 1,428,584 1,411,898

' ‘Employer’s proportionate share of the net pension liability
(asset) as a percentage of its covered-employee payroll 248.87% 197.73%
' ~ Plan fiduciary net position as a percentage of the total
pension liability , ' 61.70% 67.21%

Information above is presented as of the measurement date of june 30 of the fiscal year presented.

become available.

’lnfonnaﬁon is not currently available for prior years; additional years will be displayed as they
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~ CITY OF NEWTON, MISSISSIPPI
SCHEDULE OF THE CITY’S CONTRIBUTIONS
FOR THE YEARS ENDED 30, 2015 AND 2014

2015 - 2014
CdﬁUactually feq.uired contribution ' $ . 225,002 $’ 222,374
Contributions in rélation to the contractually required‘ 225,002 222,374
Contribuﬁon deﬁciency (excess) v $ , - $ ‘ -
Employér's covered-employge payroll ' 1,428,584 1,411,898
Contﬁbutions asa percent:;lge of covered-employee payroll 15.75% ' ’ 15.75%

Information above is presented as of the Employer's fiscal year.

- Information is nbt currently available for prior years; additional years will be displayed as they

become available,

 RECEIVED
WOV 10 2016
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CITY OF NEWTON, MISSISSIPPI
SCHEDULE OF THE SURETY BONDS OF MUNICIPAL OFFICALS AND OTHERS
FOR THE YEAR ENDED 30, 2015

Bond Bonding
Name Position Amount Company
Michael Hillie Alderman $ 50,000  Travelers
Murray Weems Alderman 50,000 Travelers
Eva MacDonald Alderman 50,000  Travelers
Don Vares Alderman 50,000  Travelers
Ray Payne Alderman 50,000 Travelers
David Carr Mayor 50,000 Travelers
Charlene Evans . City Clerk 50,000 Travelers
Doris McMillan Water Clerk 50,000  Travelers
Shelia Jackson Court Clerk 50,000 Travelers
Barbara Ann Mapp City.Clerk 50,000 FCCI Insurance
Harvey Curry Police Chief 50,000  Travelers

,;"ﬁ"f :

S4

RECEIVED %
NOv 1D 206
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HERZOG CPA COMPANY, PLLC

Angela T. Herzog, CPA =

12 98 Place Boulevard ¢ P.O. Box 17986 ¢ Hattiesburg, Mississippi 39404
Phone 601-271-8860 ¢ Fax 601-271-8921

1020 Northpark Drive e Ridgeland, Mississippi 39157

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

Honorable Maybr, Members of the

Board of Aldermen, and City Clerk

 City of Newton, Mississippi

We have audited, 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, the financial statements of the governmental activities, the business-type activities, each major
fund and the aggregate remaining fund information of the City of Newton, Mississippi, as of and for the year ended
September 30, 2015, and the related notes to the financial statements, which collectively comprise the City’s basic

financial statements and have issued our report thereon dated September 16, 2016. The report is qualified on the

governmental and business-type activities because the City did not maintain adequate subsidiary records documenting

' the existence, completeness and valuation of capltal assets as requnred by accounting principles generally accepted in

the United States of America.
1 v Financial in

In planning and performing our audit of the financial statements, we considered the City of Newton, Mississippi’s
internal control over financial reporting 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. - ‘

Our consideration of internal control over ﬁnéncial reporting was for the limited purpose described in the preceding
paragraph and was not designed to identify all deficiencies in internal control over financial reporting that might be

‘material weaknesses or significant deficiencies, and therefore, material weaknesses or significant deficiencies may exist

that were not identified. However, as described ih the Schedule of Findings, we identified certain deﬁc1enc1es in
internal control that we consider to be material weaknesses and significant deficiencies.

A deficiency in internal control e_xists when the design or operation of a control does not allow management or

eemployees, 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 areasonable possibility that a material misstatement of the entity's financial statements will not be prevented, or

detected and corrected on a timely basis. We consider the deficiency described in the accompanying Schedule of
Fmdmgs and Responses as 2015-002 to be a material weakness.

Member of the American Institute of Certified Public Accountants and the Mississippi Society of Certified Public Accountants
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A 51gmﬂcant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less severe than a
material weakness, yet important enough to merit attention by those charges with governance. We consider the

" deficiencies described in the accompanying Schedule of Fmdmgs and Responses as 2015-001, 2015-003, 2015-004,

2015-005, 2015-006, and 2015-007 to be significant deficiencies.

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

However, we noted certain matters that we reported to the management of the City of Newton, Mississippi, in the
lelted Intemal Control and Compliance Review Management Report dated September 16, 2016.

:.‘ (N 's Respor Findi

The City of Newton, Mississippi’s responses to the findings identified in our audit are described in the accompanying
Schedule of Findings. The City of Newton, Mississippi’s responses were not subjected to the auditing procedures
applied in the audit of the financial statements and, accordingly, we express no opinion on them.

Purpose of this Report
The pufpose of this report is solely to describe the scope of our testing of internal control and compliance and the result

‘'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.

However, this report is a matter of public record and its distribution is not limited.

%C@\ Coprag, PG

Herzog CPA Company, PLLC
September 16, 2016

Member of the American Institute of Certified Public Accountants and the Mississippi Society of Certified Public Accountants
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HERZOG CPA COMPANY, PLLC

'Angela T. Herzog, CPA

12 98 Place Boulevard s P.O. Box 17986 ¢ Hattiesburg, Mississippi 39404

~ Phone 601-271-8860 o Fax 601-271-8921

1020 Northpark Drive e Ridgeland, Mississippi 39157

INDEPENDENT AUDITOR’S REPORT ON COMPLIACE
WITH STATE LAWS AND REGULATIONS )

Honorable Mayor, Members of the
Board of Alderman, and City Clerk
City of Newton, Mississippi

We have audited the basic financial statements of City of Newton, Mississippi for the year ended September 30,
2015 and have issued our report dated September 16, 2016. We have 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.

As reﬁuired by the state legal compliance audit program prescribed by the Office of the State Auditor, we have
also performed procedures to test compliance with certain state laws and regulations. However; providing an

- opinion on compliance with state laws and regulations was not an objective of our audit and, accordingly, we do
~- not express such an opinion.

The results of those procedures and our audit of the general purpose financial statements dlsclosed no material
instances of nonCOmphance with state laws and regulatlons

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

This report is intended solely for the information of the City’s management and the Office of the State Auditor
and is not intended to be and should not be used by anyone other than these specified parties. However this

- report is a matter of public record and its distribution is not limited.

Herzog CPA Company, PLLC _ : S
September 16, 2016 ‘ WOV 10 2016

" Member of the American Institute of Certified Public Accountants and the Mississippi Society of Certified Public Accountants
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CITY OF NEWTON, MISSISSIPPI
SCHEDULE OF FINDINGS AND RESPONSES
FOR THE YEAR ENDED SEPTEMBER 30, 2015

' Resul

“Financial Statements:

1. Type of auditors’ report issued on the financial statements:

Governmental Activities
Business-Type Activities
General Fund
ARRA Fund
' Wastewater Treatment Project Fund
Aggregate Remaining Fund Information

2. Internal Control over financial reporting:
A. Material weakness identified?
B. - Significant Deficiency identified that is not considered to be a

material weakness?

3. Noncompliance material to the financial statements?

Qualified
Qualified

Unmodified

Unmodified
Unmodified

Unmodified

Yes

Yes

‘None reported
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CITY OF NEWTON, MISSISSIPPI
SCHEDULE OF FINDINGS AND RESPONSES
FOR THE YEAR ENDED SEPTEMBER 30, 2015

Findi

2015-001. Finding

Significant Deficiency

As reported in the prior year report, controls were not in use requiring accounting personnel to
maintain various subsidiary records to establish necessary controls over all transactions. There
were no subsidiary records in the following areas:

a.

Investments - The City does not maintain a list of investments that allows them to identify
amounts invested at any point in time. To determine investment amounts, statements
have to be reviewed and/or calls to entity holding investments have to be made.

Debts - The City does not maintain 4 list of outstanding debt obligations, inc]udihg.bonds,
notes, leases, or any other type of debt obligation the City incurs. Debt payments are not
posted to correct general ledger accounts. City personnel are not able to determine exactly

" what the amount of debt is at any pointin time. Calls to debt holders are sometimes
- necessary to determine what is owed. Without such debt records there is a possibility that

some debt holders could be overpald

Interfund loans - The City does not maintain a record of loans between City funds allowing
appropriate control over said interfund loans. This could cause loans to be forgotten or
not be repaid in a timely manner. .

Fines receivable - The City does not maintain a list of fines receivable for the police'
department. This creates an inability to record fines receivable on the general ledger as

well as lack of appropriate collections for fines.

The City should establish control procedures by developmg and mamtammg the subsidiary
records mentioned above.

Response

The City will address these issues.
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CITY OF NEWTON, MISSISSIPPI
SCHEDULE OF FINDINGS AND RESPONSES
FOR THE YEAR ENDED SEPTEMBER 30, 2015

2015-002. F_mimg
Slgmﬁcant Deficiency - Matenal Weakness

As reported in the prior year report controls were not in use requiring accounting personnel to
mamtam capital assets subsidiary records to establish necessary controls over all transactions.

Recommendation

The City should establish control procedures by developmg and mamtammg fixed asset
subsidiary records.

Response

/ The City will address this issue.
' 2015-003. Finding

. Significant Deficiency

As reported in the prior year report, the general fund had a deficit fund balance at September
30, 2015.

Recommendation
A transfer should be made before year end to prevent a negative general fund balance.

Response
The City will address this issue.

2015-004. Finding
Significant Deficiency

As reported in the prior year report the public safety expenditures exceeded the budget for the
year ended.

o

~ The budget should be amended to reﬂect actual results durmg the October board meetings each
year.

Response

The City will address this issue.
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CITY OF NEWTON, MISSISSIPPI
SCHEDULE OF FINDINGS AND RESPONSES
FOR THE YEAR ENDED SEPTEMBER 30, 2015

2015-005. Finding

| Significant Deficiency
As reported in the prior year report, the recreation and depot bank accounts are not recorded
on the general ledger. Therefore, cash, revenue, and expenditures are understated. Proper

board approvals are not obtained for expenditures from thesg accounts. These bank accounts
are not reconciled.

Recommendation
All transactions should follow the City’s policies for approval in accordance with state law. The

bank statements should be reconciled monthly, and all transactions should be posted to the
general ledger. ' ) T

Rﬂsnsms_e
The City will address this issue.
, 72015~006. Finding
o k Significant Deficiency
- As reported in the prior year report, the Street Bond F und was not included in the budget.
All major special revenue funds should be included in the budget.
, - The City will address this issue.-
2015-00'}. ﬂndJng
Significant Deficiency
;The debt service fund had a deficit fund balance at year end.
R endati
- A transfer should be made befor;e year end to prevent a negative debt service fund balance.

Response
The City will address this issue.
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