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CPAs & Advisors

To the Honorable Mayor and Board of Councilpersons
Town of Summit
Summit, Mississippi

In planning and performing our audit of the financial statement of the governmental
activities, the business-type activities, cach major fund, and the aggregate remaining fund
information of the Town of Summit. Mississippi for the year ended September 30, 2017, in
accordance with auditing standards gencrally accepted in the United States of America, we
considered the Town of Summit, Mississippi’s internal control over financial reporting (interal
control) as a basis for designing audit procedures that are appropriate in the circumstances for the
purpose of expressing our opinions on the financial statement, but not for the purpose of
expressing an opinion on the effectiveness of the Town of Summit, Mississippi’s internal
control. Accordingly, we do not express an opinion on the effectiveness of the Town of Summit,
Mississippi’s internal control.

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

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 a combination of deficiencics in intcrnal 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 tumely basis. We consider the following deficiencies in the Town
of Summit’s internal control to be material weaknesses:

The Town determined subsequent to fiscal year end that the cafeteria plan

administered for Town employees from September 1, 2016 through January 4,
2018 did not meet the requirements of Section 1235 of the Intermal Revenue
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Code which resulted in improperly excluding from employee’s income
amounts that should have been subject to income and employment taxes. The
Town is currently working to amend the necessary W-2 forms for 2016 and
2017 to correct the amounts previously excluded from employee income in
error. The Town is also currently working to file revised Form 941°s for 2016
and 2017 and remit the additional payroll taxes due. We recommend the Town
of Summit implement policies and procedures necessary to ensure that any
future cafeteria plans administered by the Town meet the requirements of
Section 125 of the Internal Revenue Code prior to approval.

Audit procedures identified material misstatements per the Town’s accounting
records as a result of the lack of controls over the review of journal entries and
coding of receipts and disbursements. We recommend the Town of Summit
implement policies and procedures to ensure proper review of journal entries
and coding of receipts and disbursements.

A significant 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 charged with governance. We consider the following deficiency in internal control to be a
significant deficiency:

Due to the limited number of people working in the office, many critical duties
are combined and given to available employees. Presently, a single individual
prepares checks, reconciles bank accounts, performs all payroll duties, and
maintains the general ledger. To the extent possible, duties should be
segregated to serve as a check and balance on the employee’s performance and
to maintain the best control system possible. We feel segregation could be
improved if different employees performed the separate duties of processing
cash receipts and cash disbursements and maintaining books of original entry.

This communication is intended solely for the information and use of management, the
Mayor and Board of Councilpersons, and others within the Town, and is not intended to be and
should not be used by anyone other than these specified parties.

Haddox Rerd Eubank Batss Pric

Jackson, Mississippi
December 20, 2018
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CPAs & Advisors

December 20, 2018

To the Honorablc Mayor and Board of Councilpersons
Town of Summit
Summit, Mississippi

We have audited the financial statement of the governmental activities, the business-type
activities, each major fund, and the aggregatc remaining fund information of the Town of
Summit, Mississippi for the year ended September 30, 2017. Professional standards require that
we provide you with information about our responsibilities under generally accepted auditing
standards, as well as certain information related to the planned scope and timing of our audit.
We have communicated such information in our letter to you dated September 27, 2017.
Professional standards also require that wc communicate to you the following information
related to our audit.

Significant Audit Findings
Qualitative Aspects of Accounting Practices
Management is responsible for the selection and use of appropriate accounting policies.
The significant accounting policies used by the Town of Summit, Mississippi are described in
Note 1 to the financial statement. No new accounting policies were adopted and the application
of existing policies was not changed during {iscal year 2017. We noted no transactions entered
into by the Town during the year for which there is a lack of authoritative guidance or consensus.
All significant transactions have been recognized in the financial statement in the proper period.
The financial statement disclosures are neutral, consistent, and clear.

Difficulties Encountered in Performing the Audit

We encountered no significant difficultics in dealing with management in performing and
completing our audit.

Corrected and Uncorrecred Misstatements

Professional standards require us to accumulate all known and likely misstatements
identified during the audit, other than those that are clearly trivial, and conununicate them to the
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To the Honorable Mayor and Board of Councilpersons
December 20, 2018
Page Two

Significant Audit Findings - continued:

Corrected and Uncorrected Misstatements - continued:

appropriate level of management. See the attached list of proposed adjustments for
misstatements detected as a result of our audit procedures. Management has corrected all
misstatements detected as a result of audit procedures. The following material misstatements
detected as a result of audit procedures were corrected by management:

General Fund - AJE’s 5, 7,8 and 11
Water and Sewer Fund - AJE’s 4 and 11
Debt Service Fund - AJE’s 1 and 2
Payroll Clearing Fund - AJE’s 1 and 2

Disagreements with Management

For purposes of this letter, a disagreement with management is a financial accounting,
reporting, or auditing matter, whether or not resolved to our satisfaction, that could be significant
to the financial statement or the auditor’s report. We are pleased to report that no such
disagreements arose during the course of our audit.

Management Representations

We have requested certain representations from management that are included in the
management representation letter dated December 20, 2018.

Management Consultations with Other Independent Accountants

In some cases, management may decide to consult with other accountants about auditing
and accounting matters, similar to obtaining a “second opinion” on certain situations. If a
consultation involves application of an accounting principle to the Town’s financial statement or
a determination of the type of auditor’s opinion that may be expressed on that statement, our
professional standards require the consulting accountant to check with us to determine that the
consultant has all the relevant facts. To our knowledge, there were no such consultations with
other accountants.

Other Audit Findings or Issues
We detected one finding as a result of audit procedures related to compliance with state

laws and regulations which related to the Town’s Cafeteria Plan. The finding is discussed in our
Independent Auditor’s Report on Compliance with State Laws and Regulations.

A S VD
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To the Honorable Mayor and Board of Councilpersons
December 20, 2018
Page Three

Other Audit Findings or Issues - continued:

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

Other Matters

We were not engaged to report on the schedules included in the supplementary
information section, which accompany the financial statements but are not RSI. Such
information has not been subjected to auditing procedures applied in the audit of the basic
financial statement, 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 the Honorable Mayor and Board of
Councilpersons and management of the Town of Summit, Mississippi and is not intended to be
and should not be used by anyone other than these specified parties.

Very truly yours,

fladdux Reid Eubask Bebls PLLC

Jackson, Mississippi
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Client: 08240 - Town of Summit, Mississipp!
Engagement. FY 2017 - Town of Summit, Mississipp!
Period Ending: 8/30/2017
Trial Batance: 1400 - General Fund Database
Workpaper: 1500 - Goneral Fund AJE Raport
Account Dascription WP Ref Debit Crodit

Adjusting Journal Entries
Adjusting Journal Entries JE 3 1
To roll equily forward

13500 Fund Balanca-undesighatod 120

11008 Cash FB-Gen Fund cavings 720
Total 7.20 720
Adjusting Journai Entrlas JE#2
To aliocste debit sorvices portion of homostesd sxamplion boses on the millage rete

14208 Homastead axamption mvenus 340022

11190 Ouse wArom Dett Servics Fund 3.490.22
Tou! 340023 3,490.23
Adjusting Journal Gntries JE# 3
To maclass trenalar 1o caplial projecis [rom due toffrom

16000 Tearulors out 8,174.37

e Dua to/from Capliol Projects Fu 8,174.37
Total 8,174.37 8,747

—

Adjusting Journal Entries JE& 4 PYJE S
To roverse prior ynar AJE 86 1o adjust ap to delail at 9-30-17 {Town of Bummi Vendor).

12000 Oonam! Fund Accts Payabie 3478.18

16400 Salaries-Polica Officers 347019
Total JAT6.10 []

Adjusting Journai Entries JE2 §
To pmperly remove daposk intransh posted to A/G 31002 in arror s a rosull of homastosd baing doposited into WSF cash account on 3~
3-1 and proporly batancs DTF account with WSF, (Client neads Lo clear item from o/s Est per bank reconciistion).

11180 Due toffrom Utiity Fund 15,782.45

11002 Cash FB-geners! oparations 14727.92

10480 Fesding Inmelos - Police 1,034.53
Tola! 15,7862.45 18,762.A5
Adjusting Journal Entries JE 8 8 5002
To proparly record ntesest peid on Wolls Fergo Leass Purchase during FY 2017.

18902 Debt Gorvica - interost 85268

18088 Loase Paymank {1/2 tractor) £52.508
Tolnt 852.68 952.6%

el

Adjusting Journal Entrios JE# 7 002
To properly record 4-12:17 procosds from Ford Maler Cradil Laase Purchase agrosmont 8120403 during FY 2017,

18480 Gapital ouilay-police 27,162.00

10050 Loan Procends 27.183.00
Tetal 27,163.00 27,162.00

== ——

Adjusting Joumna! Entries JE# 8 5002
To properly record 7-31-17 procosds (fom Ford Molor Loasa Purchaze sgreamant 80103404

16490 Caphel outiay-police 27.183.00

10950 Loan Procesds 27,163.00
Totad 27,162.00 27,100.00
Adjusting Journal Bniries JE 89 092

Ta properly recond principe! payments medo Lo Ford Motor Credil on (he lease purchss sprosomnis 8120403 and 8120404 on 4-12-17
and 7-31-17, respactively.

18901 Dett Sarvice - Pracipal 150758

16400 Caphal outlay-pabica 7.507.58
Tatat 7.507.60 7,507.58

Adjusting Journal Entries JE 8§ 10
To adjust DTF far payroll tlenring over accrual of Gabilss &t yeor end.

11160 Due W/ffrom Payrod Accound 8,316.08

16403 Ssleries-Police Officors 8.310.90
Tota! 8,218.08 8,J18.98

="}

Adjusting Journa! Entrins JE # 11 181171801
Ta mcont addtional FICA awed % payroll fund due to cololoria plon reverssol (eary providod by Hal).

10012 FICA sxpanss-edminigimiive 848.84

16412 FICA expanse-pobice 5,087.09

10812 FICA expsrae-sirsels 1.831.08

11180 Oue W/irom Payrofl Account 7.548.99
Tolal 7,546.99 754099

Al X |
Total Adjusting Journal Entries 107,260.67 107,260.67
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4:06 PM
Client: 08240 - Town of Summit, Misslssippl
Engagement: FY 2017 - Town of Summit, Mississippf
Perlod Ending: 9/30/2017
Trial Balance: 1400.02 - Capital Projects Fund Database
Workpaper: 1500.02 - Capital Projects Fund - AJE Report
Account Description WIP Ref Debit Credit

Ad]usting Journal Entries JE#2 2002
To adjust cash account for account closure.

389909 Misc Expense 43.73

31001 First Bank-USDA/RD Grant 43.73
Total 43.73 43.73
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Client: 08240 - Town of Summit, Mississippl

Engagemant: FY 2017 - Town of Summit, Mississipp!

Period Entfing: 830/2017

THal Balance: 140003 - Wator and Sowor Fund Database

Woripaper: 1500.03 - Water & Sewer Fund AJE Raport
Accournit Description

Adjusting Journel Entrles
Adjusting Journal Bnirles JE# 1
To roliorwsrd baginning bakncas end equity

43500 Rotsined Esmings
41008 Cash FB Wir & Sew savings
48083 Coniroct Services - WS

Tots)

Adjusting Journal Entries JE #2

To adjust imerest oxpense paid an loan 10-352.CP-D1
47501 inforest axpense-W 3 8
47999 Dsbt Rettrermsm

Total

Adjusting Journal Entries JE # 3

To adjust Interazt expenss jor 28-057-08480001083
4750 inlaragl axpanse-W A 8
4Tee9 Oobt Retirement

Totat

Adjusiing Journal Entries JE 84
To edjust inkerest axpanas jor iosn SRF C260-753-02

47301 interasl oxpanse-Wa 5
are00 Osb! Rotiement
Totat
Adjusting Journa) Entrios JES §
To sdjust imerest expansa for Bancorpsauth - 2015 Bobeat
47501 Irtorest exponso-W & &
41909 Debt Rotiramanl
Totat
Adjusiing Joural Entries JER ¢
To adjust Bancerpaouth Equipmont Vendor balanco to ocius! pot vendor balance detall in Qbooks.
45081 Repairs & mainkW & 8 vghicles
42000 WS Aczounts Payable
Tota!
Adjusting Journs! Entries JES 7
Ta sdjust Tawn of Summit vendor balance 10 aclus! (n Obooks (Vander Bolance detall).
42000 WIS Accounis Peystho
48083 Repeirs & maini-W L S vehicles
Totsl
Adjusting Journal Entries JES 8
To odjuat MS Dov Authority vendor balancs Lo actus! ol 8-30-17 (Vandor Balance Summary for a/p).
48063 Cantract Sarvices - W/S
42000 WIS Accounts Paynble
Tota!l

Adjusting Journal Entries JE 9

To sdjusi principal paid to caiculated emount al wp 5002 for s pusposes.
47089 Debl Retiremant
47501 inlerysi axpenso-WE &

Total ’

Adjusting Journat Entriss JE # 10

To edjust DTF payrol fund to amount per Peyroll fund (ra) botanca.
41150 Ous tofrom Payroll acct
40003 Snlansw & 8-Dopl Hosd

Total

Adjusting Journal Entries JE # 11
To record egdtionsl FICA owed Lo payroll fund dua o cofsteris plan roversal.

48012 FICA axponse-W & 8
41180 Oue io/from Payroll scet
Totst
Tolsl Adjusting Journat Extries

Total All Journal Entrios

FEB 2 8 244

12/1372018

217 PM
W/P Rof Dabit Credit
2,156.98
361,10
1.797.82
2,150.90 218298
8,656.92
8.856.92
8,850.92 $,650.92
sei——
5002
8,873.85
8.673.95
9,872.08 337285
_ = — a1
8002
20.218.9
20,.218.38
20,218,38 20.218.3
110123
1,101.23
1,101.23 1,101.23
]
216250
216259
2,102.89 230289
AT
2.728.42
__ 272842
2,712842 2,720 43
2,089.94
2,080.94
2,009.04 089.94
002
2.7
.17
2217 2217
5,079.48
5.079.48
5,070.48 5.0T948
L
18044 1011
361962
281062
3g19.02 3982
50,911,684 ses11.84
56,951.64 88.911.84
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Clignt 08240 - Town of Summit, Mississipp!
Engagement: FY 2017 - Town of Summit, Mississipp!
Perlod Ending: 9/30/2017
Trial Balance: 1400.04 - Dabt Sarvica Fund Databsse
Workpaper: 1500.04 - Debt Servico - AJE Report
Account Description WP Rof Debit Credit

Adjusting Journal Entrles
Adjusting Journal Entrles JE #1
To aliscals dety sorvicds portion of homantaad exemption revenus basad on tha millaga rale

81190 Duo toffrom General Fund 34000

54200 Homesteod axomption rovenue 3,490.23
Total ,480.23 340023
Adjusting Journo! Entries JER 2
To rociass piy amount i comact account

51190 Dus orom Gonasal Fund 3.640.82

81180 Oue tofrom Wity Fund 264002
Total 3,043.82 3,048.02
Adjusting Journal Entries JE# 3
To separsia interesi payments from principel

S8081 Inlsresl oxponse - ral spur 21040

58080 DOobl Retironent - Reil Spur 270.49
Totad 27040 270.49

Yotal Adjusting Journal Entriss 7,408.54 7400.54
Total All Journal Entriss 740854 740054
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2:18 PM
Cliant: 08240 « Town of Summit, Mississippl
Engagement: FY 2017 - Town of Summit, Mississipp!
Pertod Ending: 820/2017
Trial Balance: 1400.08 - Payroll Clearing Fund Database
Workpaper: 1500,05 - Payrol Ciearing Fund - AJEs Report
Account Doscription W/P Rof Debit Cradit
Adjusting Journa! Entries
Adjusting Jeurnal Entries JE S 4
To comect postings  Incorrest accounts.
16403 Salartsa-police officors 906.05
16405 School-Palice Clercs! 020,05
48001 Sararyawalor & saw dept hesd 73458
82100 Payrod Lisbiiities 150,108.72
82111 Fodem) Incoms tax withheld 1,187.00
62112 FICA & Medicare lax withhaid 2,790.48
21 Stato rotiroment withhold 10,280,683
68000 Payroll Expenses 16,300.04
88112 FICA & Medicate axpensa 8938
oa114 Stote ratlrement axpense 14284
18404 Salary - Polico Clerical 92008
16801 Salaryatrust depl hoad 450
80150 Ouo to/from Woler & Bow Fund 698750
$0160 Ouo loffrom Ganersl Fund 2200409
120 McCamb Fed Credit Union wih 74550
128 Amet Fam Life ins withheid 784
62132 Cafelerio Plan 32.518.08
88117 Cafetaria Plan raimbursement 11637320
Totat 183,450.85 183,450.85
—_— A mm————
Adjusting Journa! Entries JE 3 2 18114130
To recond sdditonal FICA owsd payroll fund due (o cafoteria piin revarsal,
80150 Dus toftrom Watar & Bow Fund 3019.62
60160 Dus W/from General Fund 754880
6050 Employe R bis - Caleloria A 11,388.81
2133 FICA ond Madicare-Town Shars-Calsiarie Adkstmant 381902
2153 FICA ard Town Sh h 7,548.09
52134 FICA and Medisare-Employes Share-Cafolerta Adknsiment 11,366.61
Total 2102 2273322
Total Adjusting Journal Entries 208,184.07 200,184.07
Total All Journal Entriss 208,184.07 200,184,017
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CPAs & Advisors

INDEPENDENT AUDITOR’S REPORT

To the Honorable Mayor and Board of Councilpersons
Town of Summit
Summit, Mississippi

We have audited the accompanying statement of cash receipts and disbursements of the
governmental activities, the business-type activitics, each major fund, and the aggregate remaining fund
information of the Town of Summit, Mississippi for the vear ended September 30. 2017. and the related
notes to the financial statement, which collectively comprise the Town’s basic financial statement as
listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of this financial statement
in accordance with the cash basis of accounting described in Note 1, this includes determining that the
cash basis of accounting is an acceptable basis for the preparation of the financial statement in the
circumstances. Management is also responsible for 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 error or fraud.

Auditor’s Responsibility

Our responsibility is to express opinions on this financial statement based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statement is free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statement. The procedures selected depend on the auditor’s judgment,
including the assessmeut of the risks of material misstatement of the financial statement. whether due to
fraud or error. In making those risk assessments. the auditor considers intemal control relevant to the
entity’s preparation and fair presentation of the financial statement 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 statement. o
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Auditor’s Responsibility - continued:

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

Opinions

In our opinion, the financial statement referred to above presents fairly, in all material respects,
the cash receipts and disbursements of the governmental activities, business-type activities, each major
fund, and the remaining fund information of the Town of Summit, Mississippi for the year ended
September 30, 2017, in accordance with the basis of accounting as described in Note 1.

Basis of Accounting

We draw attention to Note 1 of the financial statement, which describes the basis of accounting.
This financial statement is prepared on the cash basis of accounting, which is a basis of accounting other
than accounting principles generally accepted in the United States of America. Our opinions are not
modified with respect to that matter.

Other Matters
Other Information

Our audit was conducted for the purpose of forming opinions on the financial statement of the
Town of Summit, Mississippi. The schedules included in the supplementary information section, which
are the responsibility of management, are presented for purposes of additional analysis and are not a
required part of the financial statement. Such information has not been subjected to the auditing
procedures applied in the audit of the basic financial statement and, accordingly, we do not express an
opinion or provide any assurance on them.

:‘/adla-s AI.A- Eu.bchlk ge‘-l-.! PL(-L

Jackson, Mississippi
December 20, 2018



B




TOWN OF SUMMIT, MISSISSIPPI

STATEMENT OF CASH RECEIPTS AND DISBURSEMENTS
GOVERNMENTAL AND BUSINESS-TYPE ACTIVITIES
FOR THE YEAR ENDED SEPTEMBER 30, 2017

RECEIPTS:
Taxes - Ad valorem
Penalties and interest on
delinquent taxes
Franchise fees
Licenses and permits
Intergovernmental receipts:
Sales tax
Capital grants
Other intergovernmental receipts
Charges for services:
Sanitation
Water and sewer
Capital improvement fees
Fines and forfeits
Interest
Other

Total receipts

DISBURSEMENTS:
General government
Public safety
Court
Sanitation
Public works
Capital Projects
Enterprise:

Water and sewer
Debt Service:
Principal
Interest and other fiscal charges
Total disbursements

Excess (deficiency) of receipts over
(under) disbursements

$

GOVERNMENTAL ACTIVITIES
Capital Other
General Projects Nonmajor
Fund Fund Funds Total
330,335 - 40,930 371,265
4,141 - - 4,141
46,477 - - 46,477
14,397 - - 14,397
453,105 - - 453,105
850 123,428 9,546 133,824
109,219 - 9,533 118,752
142,399 - - 142,399
17,167 - - 17,167
1,495 - 243 1,738
34,220 - 9,700 43,920
1,153,805 123,428 69,952 1,347,185
277,608 - - 277,608
510,455 - - 510,455
32,430 - - 32,430
106,593 - - 106,593
191,948 - 14,400 206,348
- 134,198 - 134,198
12,184 - 26,322 38,506
653 - 18,052 18,705
1,131,871 134,198 58,774 1,324,843
21,934  (10,770) 11,178 22,342

The accompanying notes are an integral part of this statement.



BUSINESS-TYPE

ACTIVITIES
Water &
Sewer
Fund Total
548,117 548,117
67,958 67,958
948 948
1,133 1,133
618,156 618,156
500,402 500,402
85,432 85,432
39,019 39,019
624,853 624,853
6,697y ___ (6,697
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TOWN OF SUMMIT, MISSISSIPPI
STATEMENT OF CASH RECEIPTS AND DISBURSEMENTS

GOVERNMENTAL AND BUSINESS-TYPE ACTIVITIES - CONTINUED:
FOR THE YEAR ENDED SEPTEMBER 30, 2017

GOVERNMENTAL ACTIVITIES

Capital Other
General Projects Nonmajor

Fund Fund Funds Total

OTHER CASH SOURCE (USES):

Interfund loans and transfers $ (5,019) 11,898 (3,490) 3,389

Loan proceeds 54,326 - - 54,326

Water deposits (refunds) - net - - - -

Total other cash sources (uses) 49,307 11,898 _ (3,490) 57,7115

Excess (deficiency) of receipts and

other cash sources over (under)

disbursements and other cash uses 71,241 1,128 7,688 80,057
CASH BASIS FUND BALANCE -

Beginning of year 1,120,915 1,370 209,992 1,332,277
CASH BASIS FUND BALANCE -

End of year $ 1,192,156 2,498 217,680 1,412,334

The accompanying notes are an integral part of this statement.



BUSINESS-TYPE

ACTIVITIES
Water &
Sewer
Fund Total
(3,389) (3,389)
2,040 2,040
(1,349) (1,349)
(8,046) (8,046)
804,993 804,993
796,947 796,947




TOWN OF SUMMIT, MISSISSIPPI

NOTES TO FINANCIAL STATEMENT
SEPTEMBER 30, 2017

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Town of Summit, Mississippi (the Town) was incorporated in 1858. The Town operates
under a Mayor-Board of Councilpersons form of government and provides all of the rights and
privileges provided by statute for municipalities.

A.

Measurement Focus, Basis of Accounting and Financial Statement Presentation

The financial statement is reported using the basis of cash receipts and disbursements,
as permitted by the Mississippi Office of the State Auditor, which is a comprehensive
basis of accounting other than accounting principles generally accepted in the United
States of America. The cash basis of accounting differs from GAAP primarily
because revenues (cash receipts) are recognized when received rather than when
earned and susceptible to accrual and expenditures or expenses (cash disbursements)
are recognized when paid rather than when incurred or subject to accrual.

Governmental Activities
The Town reports the following major governmental funds:

The General Fund is the government’s primary operating fund. It accounts for
all the financial resources and the legally authorized activities of the Town
except those required to be accounted for in other specialized funds.

The Capital Projects Fund is used to account for financial resources to be used
for the acquisition or construction of major capital facilities or infrastructure
(other than those financed by proprietary funds).

Additionally, the Town reports the following fund types:

Special Revenue Funds are used to account for the proceeds of specific
revenue sources that are legally restricted to expenditures for specified

purposes.

Debt Service Funds are used to account for the accumulation of funds for the
periodic payment of principal and interest on general long-term debt.

Business-Type Activities
The Town reports the following major proprietary fund:

The Water and Sewer Fund accounts for the activities of providing water and sewer
services to citizens of the Town.

When both restricted and unrestricted cash is available for use, it is the Town’s policy
to use restricted cash first, then unrestricted cash as it is needed.



TOWN OF SUMMIT, MISSISSIPPI

NOTES TO FINANCIAL STATEMENT
SEPTEMBER 30, 2017

NOTE 2 - CASH AND CERTIFICATES OF DEPOSIT

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 Legislature and is governed by
Section 27-105-5, Mississippi Code Ann. (1972). Under this program, the Town’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 a failure of a financial institution, securities pledged by that financial institution
would be liquidated by the State Treasurer to replace the public deposits not covered by the

Federal Depository Insurance Corporation.

Cash and certificates of deposit are comprised of the following at September 30, 2017:

Unrestricted Restricted
Cash and Cash and
Certificates Certificates
of Deposit of Deposit Total
Governmental activities:
General Fund $ 1,187,765 4,391 1,192,156
Capital Projects Fund - 2,498 2,498
Special Fire Fund - 127,233 127,233
Debt Service Fund - 42,612 42,612
Cemetery Fund - 39,471 39,471
Police Seizure Fund - 8,364 8,364
Total governmental activities 1,187,765 224,569 1,412,334
Business-type activities:
Water and Sewer Fund 626,135 170,812 796,947
Total business-type activities 626,135 170,812 796,947
Government-wide total $ 1,813,900 395,381 2,209,281
Deposits at September 30, 2017 are summarized as follows:
Reported Bank
Amount Balance
Cash $ 1,899,825 1,900,340
Certificates of deposit 309,456 309,456

Total deposits
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TOWN OF SUMMIT, MISSISSIPPI

NOTES TO FINANCIAL STATEMENT
SEPTEMBER 30, 2017

NOTE 2 - CASH AND CERTIFICATES OF DEPOSIT - CONTINUED:

The difference of $515 was principally due to outstanding checks exceeding the deposits in
transit. Of the bank balance, $411,991 was covered by Federal depository insurance.

Custodial Credit Risk-Deposits. Custodial credit risk is defined as the risk that, in the event of
a failure of a financial institution, the Town will not be able to recover deposits or collateral
securities that are in the possession of an outside party. The Town does not have a formal
policy for custodial credit risk. However, the Mississippi State Treasurer manages the risk on
behalf of the Town. As of September 30, 2017, $1,797,805 of the Town’s bank balance of
$2,209,796 was exposed to custodial credit risk as follows:

Collateralized by the state public funds:

Guaranty pool $ 1,797,805

Interest Rate Risk. The Town does not have a formal investment policy that limits investment
maturities as a means of managing its exposure to fair value losses arising from increasing
interest rates.

Credit Risk. State law limits investments to those prescribed in Sections 27-105-33(d) and 27-
105-33(e) Miss. Code Ann. (1972). The Town does not have a formal investment policy that
would further limit its investment choices or one that addresses credit risk.

Custodial Credit Risk - Investments. Custodial credit risk is defined as the risk that, in the
event of the failure of the counterparty, the Town will not be able to recover the value of its
investments or collateral securities that are in the possession of an outside party. The Town
does not have a formal investment policy that addresses custodial risk. However, the
Mississippi State Treasurer manages the risk on behalf of the Town. Deposits above FDIC
coverage are collateralized by the pledging financial institutions trust department or agent in
the name of the Mississippi State Treasurer on behalf of the Town. The Town had no
investments as of September 30, 2017.

Concentration of Credit Risk. Disclosure of investments by amount and issuer for any issuer
that represents five percent or more of total investments is required. This requirement does not
apply to investments issued or explicitly guaranteed by the U.S. government, investments in
mutual funds and external investment pools, and other pooled investments. As of September
30, 2017, the Town had no investments.

Following is a list of the Town’s eligible investments, which in accordance with state statute
are limited to the investment of funds in excess of sums required for immediate expenditure or
current obligations:



TOWN OF SUMMIT, MISSISSIPPI

NOTES TO FINANCIAL STATEMENT
SEPTEMBER 30, 2017

NOTE 2 - CASH AND CERTIFICATES OF DEPOSIT - CONTINUED:

Certificates of deposit with municipal depositories approved annually by the State
Treasurer, bonds or direct obligations of the:

United States of America

State of Mississippi

County or Municipality of Mississippi
School Districts

State statute allows the investment of funds received from the sale of bonds, notes, or
certificates of indebtedness which are not immediately required for disbursement for the
purpose issued, in direct obligations issued by or guaranteed in full by the United States of
America, or in certificates of deposit with approved municipal depositories.

NOTE 3 - DEBT SERVICE

As of September 30, 2017, annual debt service requirements of governmental and business-
type activities to maturity are as follows:

Governmental Business-Type
Fiscal Year Ended Activities Activities

September 30, Principal Interest Principal Interest
2018 $ 48419 19,424 87,283 36,976
2019 44,568 17,577 116,950 35,057
2020 45,435 15,898 81,184 32,601
2021 36,703 14,133 82,985 30,800
2022 25,000 12,975 84,831 28,954
2023-2027 135,000 49,631 453,492 115,435
2028-2032 165,000 18,697 469,252 62,634
2033-2037 - - 235,188 20,959
2038-2042 - - 53,990 4,959

$ 500,125 148,335 1,665,155 368,375




TOWN OF SUMMIT, MISSISSIPPI

NOTES TO FINANCIAL STATEMENT
SEPTEMBER 30, 2017

NOTE 4 - PROPERTY TAX

Property taxes for fiscal year 2017 were levied in September 2016 on the assessed valuation of
property located in the Town of Summit, Mississippi as of the preceding January 1, the lien
date. The Town levies property taxes annually based upon assessed valuations. Real property,
personal property and automobile ad valorem taxes and certain road taxes are collected by the
Pike County tax collector and disbursed to the Town accordingly. Current collections of taxes
for the year ended September 30, 2017 were approximately 99% of the total tax levy.

The tax rate levied by the Town for fiscal year 2017 was set at 39.35 mills. The Town
allocated the property tax per $100 of assessed value for the year as follows:

General Fund $ 3.500
Debt Service Fund 0.435
$ 3.935

NOTE 5 - DEFINED BENEFIT PENSION PLAN

General information about the Pension Plan

Plan Description

The Town of Summit, 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. Benefit provisions are established by State law
and may be amended only by the State of Mississippi Legislature. PERS issues a publicly
available financial report that includes financial statements and required supplementary
information. That information may be obtained by writing to Public Employees’ Retirement
System, PERS Building, 429 Mississippi Street, Jackson, MS 39201-1005 or by calling (601)
359-3589 or 1-800-444-PERS, or by visiting online at www.pers.ms.gov.

Benefits Provided

Membership in PERS is a condition of employment granted upon hiring for qualifying
employees and officials of the State of Mississippi (the State), 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, membership is
contingent upon approval of the entity’s participation in PERS by the PERS’ Board of
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TOWN OF SUMMIT, MISSISSIPPI

NOTES TO FINANCIAL STATEMENT
SEPTEMBER 30, 2017

NOTE 5 - DEFINED BENEFIT PENSION PLAN - CONTINUED:

General information about the Pension Plan - continued:

Benefits Provided - continued:

Trustees. If approved, membership for the entity’s employees is a condition of employment
and eligibility is granted to those who qualify upon hiring. Members and employers are
statutorily required to contribute certain percentages of salaries and wages as specified by the
Board of Trustees. A member who terminates employment from all covered employers and
who is not eligible to receive monthly retirement benefits may request a full refund of his or
her accumulated member contributions plus interest. Upon withdrawal of contributions, a
member forfeits service credit represented by those contributions. 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. A member may elect a reduced retirement allowance payable for
life with the provisions that, after death, a beneficiary receives benefits for life or for a
specified number of years. Benefits vest upon completion of eight years of membership
service (four years of membership service for those who became members of PERS before
July 1, 2007). PERS also provides certain death and disability benefits. In the event of death
prior to retirement of any member whose spouse and/or children are not entitled to a retirement
allowance, the deceased member’s accumulated contributions and interest are paid to the
designated beneficiary. 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
percent compounded for each fiscal year thereafter.

For the year ended September 30, 2017, the Town’s total payroll for all employees was

$573,851. Total covered payroll was $493,387. Covered payroll refers to all compensation
paid by the Town to active employees covered by the Plan.

-10 -



TOWN OF SUMMIT, MISSISSIPPI

NOTES TO FINANCIAL STATEMENT
SEPTEMBER 30, 2017

NOTE 5 - DEFINED BENEFIT PENSION PLAN - CONTINUED:

Contributions

PERS members are required to contribute 9.00% of their annual covered salary and the Town
is required to contribute at an actuarially determined rate. The rate for the year ended
September 30, 2017 was 15.75% of annual covered payroll. The contribution requirements of
PERS members are established and may be amended only by the State of Mississippi
Legislature. The Town of Summit, Mississippi’s contribution to PERS for the years ended
September 30, 2017, 2016, and 2015 were $77,708, $76,017 and $67,404, respectively, equal
to the required contributions for each year.

NOTE 6 - INTERFUND LOANS AND TRANSFERS

Interfund loans and transfers during the year were as follows:

Type To From Amount
Interfund Loan General Fund Water & Sewer Fund $ 3,389
Interfund Loan General Fund Debt Service 3,490
Interfund Transfer Capital Project Fund General Fund 11,898

The above interfund loans are necessary to move funds collected in one fund to another fund in
accordance with the Town’s annual budget.

NOTE 7 - CONTINGENCIES

Federal Grants

In the normal course of operations, the Town receives grant funds from various Federal and
state agencies. The grant programs are subject to audit by the agents of the granting authority,
the purpose of which is to ensure compliance with the conditions precedent to the granting of
funds. Any liability for reimbursement which may arise as the result of these audits is not
believed to be material.

NOTE 8 - RISK MANAGEMENT

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

LN
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TOWN OF SUMMIT, MISSISSIPPI

NOTES TO FINANCIAL STATEMENT
SEPTEMBER 30, 2017

NOTE 8 - RISK MANAGEMENT - CONTINUED:

Town carries commercial insurance for risks of loss other than workers’ compensation. Settled
claims resulting from these commercially covered risks have not exceeded commercial
coverage in any of the past three fiscal years.

Risk of loss related to workers’ compensation for injuries to Town employees is covered
through the Mississippi Municipal Workers’ Compensation Group, a public entity risk pool.
The pool was formed on March 28, 1989, by the Mississippi Nonprofit Corporation Act,
pursuant to Section 71-3-75, Mississippi Code Annotated (1972), to provide public entities
within the State of Mississippi workers’ compensation and employers’ liability coverage. The
Town pays premiums to the pool quarterly for its workers’ compensation insurance coverage
based on total payroll. The participation agreement provides that the pool will be self-
sustaining through member premiums. If total claims during a year were to deplete the trust
account, then the pool members would be required to pay for the deficiencies. The Town has
not had an additional assessment for losses.

The Town is a member of the Mississippi Municipal Liability Plan, a public entity risk pool.
The Mississippi Municipal Liability Plan covers liability claims against its members and is
funded through member contributions. The Town has not had an additional assessment for
excess losses.

NOTE 9 - SUBSEQUENT EVENTS

Subsequent to year-end, the Town determined that an IRS Section 125 Cafeteria Plan
administered for Town employees from September 1, 2016 through January 4, 2018 did not
meet the requirements of the Internal Revenue Code. The determination resulted in the
underpayment of payroll taxes for the employees and Town’s share in the amount of $27,655.
The Town is currently working to file revised Form 941°s for 2016 and 2017 and remit the
additional payroll taxes due.

The Town evaluated subsequent events through December 20, 2018, the date the financial
statement was approved by the Town’s management and thereby available to be issued, and
except as described above has determined that there are no subsequent events of a material
nature requiring adjustment to or disclosure in the accompanying financial statement.

-12-
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SCHEDULEI

TOWN OF SUMMIT, MISSISSIPPI
SCHEDULE OF INVESTMENTS - ALL FUNDS
AS OF SEPTEMBER 30, 2017

Deposit

Amount
Certificate of Deposit with First Bank Maturing 3/12/18, Rate 0.25% $ 100,000
Certificate of Deposit with Regions Bank Maturing 3/30/18, Rate 0.01% 83,515
Certificate of Deposit with First Bank Maturing 3/6/2018, Rate 0.25% 48,000
Certificate of Deposit with Regions Bank Maturing 1/12/18, Rate 0.05% 34,462
Certificate of Deposit with State Bank Maturing 11/19/18, Rate 0.50% 26,286
Certificate of Deposit with Regions Bank Maturing 1/12/18, Rate 0.05% 16,605
Certificate of Deposit with Regions Bank Maturing 1/12/18, Rate 0.05% 588
Total $ 309,456

Fund Recap:

General Fund $ 183,515
Cemetery Fund 26,874
Water and Sewer Fund 99,067
Total $ 309,456
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TOWN OF SUMMIT, MISSISSIPPI

SCHEDULE OF LONG-TERM DEBT
FOR THE FISCAL YEAR ENDED SEPTEMBER 30, 2017

Freight Rail Service Project Revolving
Loan Program - 04-352-RR-01

$251,000 Combined Water and Sewer
System Revenue Bonds Series 2006

$525,000 General Obligation Bonds
Series 2011

Mississippi Department of Economic &
Community Development Capital

Improvement Loan - 10-352-CP-01

Water Pollution Control Revolving Loan
Program - MDEQ - SRF C280-753-02

Capital Lease - BancorpSouth
Capital Lease - Wells Fargo
Capital Lease - Ford Motor Credit
Capital Lease - Ford Motor Credit

Total

SCHEDULE 1T

Balance Balance
Outstanding Outstanding
October 1, September 30,
2016 Issued Redeemed 2017
$ 29,957 - (6,322) 23,635
217,400 - (4,998) 212,402
445,000 - (20,000) 425,000
296,479 - (16,552) 279,927
1,180,238 - (54,508) 1,125,730
56,469 - (9,373) 47,096
9,349 (4,677 4,672
- 27,163 (3,754) 23,409
- 27,163 (3,754) 23,409
$ 2,234,892 54,326 (123,938) 2,165,280
RECEIVEL g
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SCHEDULE ITI
TOWN OF SUMMIT, MISSISSIPPI

SCHEDULE OF SURETY BONDS FOR MUNICIPAL OFFICIALS

AS OF SEPTEMBER 30, 2017
Name Paosition Surety Bond Amount
Percy B. Robinson Mayor Travelers $50,000
Daryl Porter Councilperson Travelers 50,000
Joe Lewis Councilperson Travelers 50,000
Lester Swanigan Councilperson Travelers 50,000
Lester Jones Councilperson Travelers 50,000
James Issac Chief of Police Travelers 50,000
Patricia Whittington Town Clerk Travelers 50,000
Suzzone Perkins Court Clerk Travelers 50,000
Deborah Price Deputy Town Clerk Travelers 50,000

CUEIVED ™
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SCHEDULE IV
TOWN OF SUMMIT, MISSISSIPPI

SCHEDULE OF CAPITAL ASSETS
FOR THE FISCAL YEAR ENDED SEPTEMBER 30, 2017

Beginning Ending
Balance Balance
October 1, Retirements/ September 30,
2016 Additions Reclass 2017
GOVERNMENTAL ACTIVITIES:
Capital assets:
Land $ 19,550 - - 19,550
Building and improvements 3,656,963 - - 3,656,963
Vehicles and machinery 1,462,630 81,777 (7,120) 1,537,287
Infrastructure 2,271,245 26,787 - 2,298,032
Construction in progress - 21,706 - 21,706
Total governmental activities capital assets $ 7,410,388 130,270 (7,120) 7,533,538
BUSINESS-TYPE ACTIVITIES:
Capital assets:
Land $ 2,200 - - 2,200
Building 148,298 - - 148,298
Vehicles and machinery 1,119,580 74,400 - 1,193,980
Water distribution system 5,782,753 - 401,642 6,184,395
Construction in progress 294,275 107,367 (401,642) -

Total business-type activities capital assets $ 7,347,106 181,767 - 7,528,873
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CPAs & Advisors

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

To the Honorable Mayor and Board of Councilpersons
Town of Summit. Mississippi

We have audited the financial statement of the governmental activities, the business-type
activities, each major fund, and the aggregate remaining fund information of the Town of
Summit, Mississippi as of and for the year ended September 30, 2017, and have issued our report
thereon dated December 20, 20[8. We conducted our audit in accordance with auditing
standards generally accepted in the United States of America.

As required by the state legal compliance audit program prescribed by the Mississippi
Oftice 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
rcgulations was not an objective of our audit and. accordingly, we do not express such an
opinion.

The results of those procedurcs and our audit of the financial statement of the
governmental activities. the business-type activities, each major fund, and the aggregate
remaining fund information disclosed the following instance of noncompliance with state laws
and regulations. Our finding and the Town’s responsc is as follows:

2017-001 - Cafeteria Plan

Condition

The Town determined that the cafeteria plan administered for Town emplovees {rom

September 1, 2016 through January 4, 2018 did not meet the requirements of Section 125

of the Internal Revenue Code.

Criteria

Section 125 of the Internal Revenue Code scts forth the requirements for income to be
excluded from employee income and employment taxes as part of a cafeteria plan.

-17 -



Cause

There were no procedures in place to ensure that the cafeteria plan met the requirements
of Section 125 of the Intemmal Revenue Code prior to approval by the Board of
Councilpersons.

Effect

The Town improperly excluded from employee’s income amounts which should have
been subject to income and employment taxes. The amount of employee’s income which
should have been subject to income taxes from September 1, 2016 through January 4,
2018 was $180,749. The amount of employment taxes which were underpaid from
September 1, 2016 through January 4, 2018 was $27,655.

Recommendation

Management and those charged with governance should implement policies and
procedures necessary to ensure that any future cafeteria plans administered by the Town
meet the requirements of Section 125 prior to approval. The Town should reissue the W-
2 forms for 2016 and 2017 showing the proper amount of income on each employee and
pay the appropriate employment taxes by filing revised 941°s for 2016 and 2017.

View of Responsible Officials and Planned Corrective Action

The Town agrees with the finding and the recommended policies and procedures have
been implemented. The Town discontinued the cafeteria plan in January 2018 and is
currently working to amend the necessary W-2 forms for 2016 and 2017 to correct the
amounts previously excluded from employee income in error. The Town is also currently
working to file revised Form 941°s for 2016 and 2017 and remit the additional payroll
taxes due.

This report is intended for the information of the Town of Summit, Mississippi’s
management, Honorable Mayor and Board of Councilpersons, and the Mississippi 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.

#a-ldox ﬂc-'d Eubank Batls PlLe

Jackson, Mississippi
December 20, 2018
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