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INDEPENDENT AUDITORS 1 REPORT 

Honorable Mayor and 
Members or the Boa rd of Alderpersons 
City nf Magnolia 

Vie have au<lited the ,Hcornpanying cash ba,;i:; financial stltenwnts of the governm\,ntal ;1ctivities, the bu\iness
lype ;,.clivities. ,·,Kh major fund. and the ;1;:pi-er;:\le n'm;;i11ing I u ml in!ormalion of lhe City of M;1;"no! i,1. 

Mississippi (the City) as of ;:md tor the year cmkd September :JO, ~O 18. and the rek1td notes to the financi;i! 
statements, which collectively comprise the basic financiJl statements of the City's primary government as 
listed in the tab!(, of contents. 

M;inagcment is rcsponsibk• fnr the prepar:1tion and Liir pn:sentalion of the;;e financial st,,tcmcnts in 
accordance with tile cash basis of ;,,ccounting as <h-scribed in Note 1. This includes detccrnining that the cash 
basis of accounting is an accept::iblc ha.\is for the pn•p;.1·ation of tlle fin;rnrial std!cnwnts in these circumstances. 
Management is also responsible for the design, implementation, and maintenance of internal control relevant 
to the preparation and bir presentation of fin,rnciai stat,}trn:mts that are free or nwterial misstatement, whether 
due tu fraud or errol'. 

Auditors' Rcsm.msibUi.tx 

Our responsibility is to express au opinion on these flrrnncial st.atcrw·nts b::iscd on our audit:. We conduncd our 
,Hidit in accordance with audit.inf: staudards gener;il!y ,KCC'fllu.i in the United States DI' America and the 
standards applicable to financial audit~; cont;iincd in Government AmliUng Standards, hsued hy the Comptroller 
General of the United St.ites. Those st,mdards require th;it we plan and perform the audit to obtain reasonable 
nssunmce about whdhcr the financi.:1J statements are !'rec from matcri~il misstatement. 

An ,rndit involv(~S performing procedun-•s lo obtain audit e\·idcuc,i abuul tht• amounts ,rnd disclosures in the 
financial statements. The procedures :;elcded dt'!H:nd on the auditors' judgment, including the assessment of 
the risks of material misstatem,:nt qf the fin;.rncial sLatcmcn!s, whdhcr due to fraud or error. In making those 
risk Jssessments, the «uditor considers internal crmtrol n!levant to the entity's prepc1ration and fair 
presentation of the fin,1ncial statemenb in cmkr to tll~sign ;:iuuit procedures that are appropriate' in the 
circumstances, but not for the purpose of ,:xpressing an opinion on the effectiveness of the entity's internal 
control. Accordingly, \Ne express nn such opinion. An ;rndit also includes evaluating :he appropriateness of 
accounting policies used and the rc;,s(mabicness of !-ignit1,·c1nt ;iccounting estimates made by management. <1s 
well as evaluating the overall presentation of the financial :;taLcrnents 

\Ve beli(!Ve th2.t the audit evidence we' h;ivt' obtained is ~uificient and appropriate to provide a basis for our 
audit opinions. 



OPINION 

l f nm od i l'Je<.LJ;ml n i.ons 

In our opinion, the financial stalemcnts rd(:ned to prc•viuus!y present fairly, in ;ill matl'.riai respects, the 
respective financial position of the govcrnmc11tal ,:u.:Uvitics, each majGr fund and the aggregate remaining fund 
information of lhe City of Magnolia, Mississippi, as of Septcmlwr 30, 2018, and the respective changes in c:ish 
basis financial position for the year ended in accordance with the basis of accounting a.s discussed in Note 1. 

OTHER MATTERS 

\Ve drnvv attention to Note 1 of th:: financial statcnwnb, which dcst:ribcs t!u! the CHy of Magnolia, Mississippi 
prepares its fin,rncial st,u:cnwnts on ttw htc;is nt cc1::lt ~rnd dislrnr:;erncnls, vvhich is a comprchcnsi, c 
basis ;u:counting other lhan ,,ccrn.u1ti11g princlp!cs g1,•ncr"11iy au:cpted ln the United States of /uncric;,. 011r 
opinions are not modified with res peel to t!t:s n1n,tcr. 

OTHER MATTERS 

The Bud~1,etary Comparison Schedules, Schedule of !11V(:stmcnr~, Schedule ur Capital Assets, Schedule of 
Changes in Long-term Debt, and Schedule of Surety Bonds ior City Officials and corTcsponding notes have not 
been subjected to the auditing procedure:; applied in the <1udit of tht' basic l'inancial statements, and 
accordingly, we do not express an opinion or provide ;my a%ur,rn(e on them. 

The City of Magnolia, Mississippi has nmittcd the Man;1gcme11L's Disrnssion and Analysis tbt accounting 
principles gencrillly accepled in the United Slan~s of America 1't,4uire to be' presented to supplement the basic 
financial st.1tements, Such missing infn1mation. ct!though nnt ;, part of the basic flnandol statements, is 
required by the Government;1I Accounting Standards Board who considers it to be an essentii\l 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. 

ln accordance wlth Government Aw/itinp Stw1durJs, w(: have ;dso issued our report datt,d September 20, 2019, 
on our consideration of the City or Magnolia's internal conu u! ov.~r lin,Picbl reporting and on our tests of its 
compli:mce with certain provi.sions of laws, n:gul,,tions. contracts, and grant agreements and other matters. 
The purpose of that report is to describe the ::;cope of our testing of internal control ov0r financial reporting 
and compliance and the results of th,1t testing, and not to provide ;rn opinhm on the intcrnzil conlrol over 
11nancial reporting or on compliance. That rq)Orf' is an integral part of ,m audil performed in accnnlrnce with 
GovcrwnentAuditing Siandurds in considt~ring City of Mag11oli,1·s i:111:rnal control over firwncial reporting and 
compliance. 

t\n1er\c:in ! nstitut(• Accountants 4 



Emphasis of M;itter 

As discussed in Note 1, the City of M,1gnolia prepares its financial statements on the basis of cash receipts and 
disbursements, which ls a comprehensive basis of accounting other th,.\n accounting principles generally 
accepted by the United States of America. 

Herwg CPA Company, PLLC 
September 20, 2019 

Member of the Anwric;m lw,utute of Certifit>d Pul,lic 1\cwumants ;m,l t!1e Mississippi Society ot Certifird Public Accuuntan!$ · ·· 
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CITY OF MAGNOLIA 
Statement of Cash Receipts, Disbursements, and Changes in Cash Basis Fund Balances 

Governmental and Business-Type Activities 
For the Year Ended September 30, 2018 
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CITY Of MAGNOU/\ 
Notes to the Financial Statements 

For tile Year Ended Sept.ember 30, LOH! 

NOTE 1 • SUMMARY OF SIGNlF!CANT ;\(COUNTING POLICIES 

A. Financial Reporting Entity. 

The City of Maguolia, Mississippi [tlit~ City) is J po!iticd subdivision of the State of Missis;;ippi. The City is 
governed by an elected five-member Board of Alderpersons. The financial statements of the City are 
presented on a cash hasis of accounting, which is a basis ot acrnunttng oUier than accounting principks 
generally accepted in the Unitud States of i\rneric, as established by the Governmental Accounting Standards 
Board. 
These ,1ccounting principles require the City of Magnolia tn present these 1ln<mci,ll :,;tatements on the prin1.:1ry 
government ~:ind its component units whid1 have significant operational or financial relationships with ttw 
City. There are no outside organizations that should be included as component units of the City reporting 
entity. 

State law pertaining to city governmcHt provides IOI the i.n(kpendent election of city officials Tho follov,riog 
elected and appointed officials are all part oi the ieg<1J cntily and therefore arc reported as pdrt: of the 
fH'imaT'y governmenl financi:d sUtt:llrh'I1ls. 

B. Basis of Presentation 

The City's basic financial statu,1ent" rnn.,ist ur gover,1rncnt wide .,:tate:nents, induding ;1 Statement of Net 
Position-Cash Basis dlld a StaLt~mem of ,'\clivitics"Casli B<1sis, Curnl fln,mcial st;it,:mcnrs and au:omp;rnymg 
nule disclosures which prnvick a dcr«ilcd Jew\ ,if financial information. 

Government-wide and Fund Financial Statements: 

The Statement of Activities and Net Pns!tion"C:1sh Hilsf,; dispbys inforn,ation concerning the City as;:; whole. 
The statements inc\ud(' al! nontiduric1i)' activitit's of tlw primary f.;Dvernment. For the most part, the effect or 
interfund activity has been removed from these statements. Governmental :icUvities, are generally fln,mccd 
through taxes, intergovernmental receipts, and other nonexchange receipts and arc reported separately from 
business-type :1ctivities. Business-type .ictivities rely mainly on fees and charges for support. 

The Statement of Cash Receipts, Disbursements, s1ml Ctwnges i11 Cash Basis Fund Balances presents the 
financial condition of the governmental activities and business-type activities of the City at ye;ir"en<l. The 
Government-wide Statement of Activities and Net Pnsitinn-Cish Basis presents a comparison between direct 
disbursements and progl'am receipts for each function or prngram nf the City's governmental ,;ictivities and 
business-type activities. Direct disburs1:rrn::nh <H'e lhu,e that dre spcciik;dly associated with a St'rvice. 
program or department and tl1erefore, ;ire dezirlr identilfabk to c1 partirnlar function. Program receipts 
include charges paid by the of th1c• or SlTVb.:'.; offered the prol',L.lm, gr,rnts ;rnd 
contrilrntions that ,ire resrrictcd to meeting th,: nr cc1pital n:quirement~ or ,1 particuiar prngrc1m. 
T;n:cs and otlwr receipt'.~ nut cbs:;ificd as program :cm: as gi::neral receipts of the City. with 
certain limited exceptions. The compari.c;on or din'.ct disbu1·scments ,.vitl1 program l'eceipt;:; ide11titles the 
extent to which each busine:::s-typc acth·ity ur gnvcrn rnental funclinn is sclf-fimncing or draws form the 
general receipts cf the City. 
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CITY OF MAGNOLIA 
Notes to the Financial Statements 

For the Year Ended September 30, 2(118 

NOTE 1· SUMMARY Of' S[GNIFICANT ACCOUNTING POLICIES-continued 

Fund Financial Statements: 

Fund financial st;itements of the City are Mganizcd into fonds, e:1ch of which is considered to be separate 
accounting entities. Each fund is accounted for by providing ::i separate set of self-balancing accounts that 
constitute its assets, fund balances, receipts ,md disbursements, Funds are organized into governmental and 
proprietary Major individual Governmental Funds and major individual Enterprise Funds are reported as 
separate columns in the fund financi;;i! statements. Non major funds are ,1ggregated and presented in a single 
column as Other Governmental funds. 

C. Measurement Focus and Basis of Accounting 

The Government--wide, Governnwm,il Funds ,rnd Propriet:iry hrnds iinc1nciJI st;;tenwnts are presented on a 
cash basis of accounting, ,vhich is :i basis r,f ;icccnrnting other than accounting principles generally accepted in 
the United States of America (CAM') as established by the Covc'rnnwntal Accnunting Standards Boanl This 
basts of accounting involves tltc' reporting of only cash and cash cquiv,1lents and the changes tlwrein resulting 
from cash flmvs (cash receipts) and cash t.HHllows {cash disl:rnr:wrncnts) reported in the period in which they 
ocC\H'f'Cd, This cash bw;is of account mg differs trorn t;i\;\P pri1n,H'ily bccaw;e revenues (cash receipts} are 
recognized when received in cash rather tli:in when e;;;rnt•d and susceptible tJ, an:rnal, and expenditures or 
expenses (e:d1 disbursenwnts) are recognized when p«in ratlwr than wi1en incul'J'cd or subject to acc-ruJl. 

The City n·por\s the follo,,-vrnµ ma.1or funds: 

G.i:ncntl [!HIJ,j - This fund is used lo account for am! repnn all i'inancial n:sources not account<:d for and 
reported in another fund. 

.CG.nstruction l:1tllil-This fund Is used to ;iccount fur monies frnrn specific revenue sources that arc restricted 
for construction project,; 

CDBG fllJJd --- This fund is used tu account for monie:, from Cornmunity Development Block Grants that are 
restricted for the grant expenditures. 

Additionally, the City repmts the l'nliowing fund types 

GOVERNMENTAL FUND TYPES 

fu2£ml RevertlW tillllb.. -The:;c tunds arc used to :1ccmrnt foe and l'eport: Uw prnceeds of speciflc cash sou1T1.~s 
that are restricted or committed to dishurscnwnt for specified purposes other than debt service or capital 
projects. 

Debt Service Funds - These funds Jre med l(l dccnunt tor :ind rq:iorl financial resources rhat arc restricted, 
committed, or assigned to disbul'semcnt for princip:d and interest. 

Capital Projects Funds -These fonds used to account tor and rcporl fin:incial resources thal are restricted, 
committed, or assigned to expenditures for Cdpitai outlays, including the acquisition or construction of capital 
facilities and other- capital facilities and other capital asset<:. 

Pecn1lll.£11t FJJJllis. - Tliese funds ace used to account for and rL!port resources that arr. restricted to llic extent 
that only interest received, and not principal, rrrny be used for purposes that support the City's programs, 
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cnv OF MAGNOUA 
Notes to the Financial Statenwnts 

For the Year Ended September 30, 201B 

NOTE 1 • SUMMARY OF SIGNIFlCANT ACCOUNTING POUOES-contilmed 

C. Measurement Focus and Basis of Accounting - continued 

PROPRIETARY FUND TYPE 

fnlr.ll]Jj;,:g_f.und.,:,:· The fonds :Jtc usc<l to account for those opcr;,Uons that arc finJnccd and upcratcd in ,1 
manner similar tn private business enterprises u1· when, tho has decided that periodic determination of 
n·ceipts is collected, disbur~cmcnts paid ;md/or 11et income is necessary for rnanag,:mcnt accountability. 

D. Account Classifications 

The account classifications used in the finandai st;i!emcilLS conlorm lo the \li)anl classific,tions 
recommended in Governmemai Acrnunt:ing, i1udWn,q and Fimrncial Repurting as is:,ued in 2012 by the 
Government Finance Officer,; A:;soci<1tinas. 

E. Deposits 

Stale law authorizes the City to invest. in inten'st bc,,ring tinw ccrtifi<::.1Les of dtposit tor pc'riuds of fourteen 
days to one year with depusitories and rn oblif;ations of the U.S. Trec1sury, State ofMissi~:sipp1, or any county, 
munidpality or school district of this st;Jte. Further, the City may invest in cert<1in repurchase agreerne11ts. 

Cash includes cash on hand, demand deposits. all certificates of deposit and cosh equivalents, wh!ch are short· 
term highly liquid investments that are readily convertible to cnsh (generaliy three months or less.). 

F. Equity Classifications 

Government-wide Financial Statements: 

Equity is classified as Net Pnsition and dispbyed in two cnuq11.nwnts: 

Restricted net positioi1 - Cnns:sts of net posil1011 'Nitl1 rnnstramts placed on the use either by external groups 
such as creditors, grantor:;, cuntrihutors, or lc1ws Jm! n:gulations nt other governments: or i,,w through 
ccmstitutionai pl'Ovisions or en;,bJing leglslation 

Unrestricted net pusition - Ail other ncr position not nwetrng tl1t: tldinilion or "rcstrklcd.;, 

Net Position Flow Assumption -- VVhen" disbursement ii; paid for purpuS,'', tor \vhich both n':,trickd ;1nd 
unrestricted (,massigncd) resources are avaibhie, it is the Ctty's gencr,J; policy to use res:ricted resources 
first When disbursemcms ,He nrnde for purpnses ror which unrestricu:d (unassigned) resources arc 
avail;:ible. and amounts in the unrestricted classific:ition could be used, it is the City's genera! poiicy to spend 
un:issigned amounts. 

Fund Financi<1l Statemenh ··· Fund biilam.:es fnr gov1:rnmcnUI funds an, reported ln cbssi!1catinns th;:1t 
comprise a hierarchy baicd primarily on the extent to \vhich the govermncnl is bNtnd rn honor const.ramts 
on the specific purposes for which amounLs in those funds can be spent. 



CITY OF MAGNOLIA 
Noti1s to the Finaudal Statements 

for the Year Ended September 30, 201H 

NOTE 1- SUMMARY OF SIGNIFICANT ACCOUNTING POLIO ES - continued 

F. Equity Classifications - continued 

Government fund balance is classified as resu·icted or un,1ssig11ed. The following are descripti0ns of 
classifications used by the City: 

Restricted fund balance indudPs amoimt that h,;ve constraints placed upon the use ofthe rcsourcc·s either by 
an external party or imposed by bw Lhrough a constitutional provision or enabling legislcttion. 

Unassigned fund balance is th(' residua.1 d,1ssit'icc1tion for tnc Ce1ien1l FuncL Thi, dassific.1tion represents fund 
ha lance th;it h;is not been zissigncd tu other ftmtb and th,ll has not been n:stricted, committed, or assigned to 
specific purposes ,,vi thin the GrnerJI Fund. The Gencr;il Fund should be th(' only fund that reports a positive 
unassigned fund balance amount. !n other governnwntal funds if disbursements paid for specific purposes 
exceeded the amounts restricted, committed, or ,issigncd to tlw:;c purposes, it nny be necessary to report d 

negative unassigned fund balance. 

Fune: Balance Flow Assumptinn -· When a ,bburscmcnt is paid for purpose~ !or which both restricted ,md 
unr'<:strictcd (unnssigncd) resources arc availahlc, it is the City's gcner<1J policy to use restricted resources 
1:rst. When disburscmems arc paid for p11rpos,,:s for wluch unrcstrictt,d (unassigned) resources arc 
available, it is the City's general policy to spend unassigned c'11Hllmts 

G. Property Tax Revenues 

Numerous statutes exist under which the Board of Aldermen may lt:vy property taxes. The selection of 
authorities is made based on the objectives and responsibiliti,•s oftiw City. Restrictions <,ssociated with 
property tax levif:S vary with the st.itutory autlrnrity. The amount of increase in certain property taxes is 
limited by state law. Generally, this restriction provides tbat tiicsc t~1x levies shall produce no more than 
J 10%1 of the amount which resulted from the assrssrnents of the previous year. 

The BuJnl of Aldermen. each yen: Jt a m(:et:ng in ScptPmber. k\·ws property L1Xt'S for the cn;;uing i'isrnl year 
which begim; on (Jt'tober· l. Rcai property tax,,,: become .1 lien on Jantui y 1 of the current year. and jJ(!rsonal 
property taxes become a lien on J\forc!J 1 of the current year. T:ixcs on hoth real and personal property; 
however, are <.Jue on or before February inf the next succeeding v,.>~u· Taxes on rno!or vehicles and mobile 
homes become a lien and are due in the month that rninclcles wil.h the month nf nrigin<1J purchase. Ai! 
property taxes arC' recognized as receipts when collt,ctecL 

The millage rate for the City fur Janu.1rv thrm1gh December was J(, mills broken dow11 as fol!nws: 
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CITY OF MAGNOLIA 
Notes to the Financial Statements 

For the Year Ended September 30, 2018 

NOTE 1· SUMMARY OF SIGNIFICANT ACCOUNTING POL!UES - continued 

H. Changes in Accounting Standards 

The City implemented the following standard issued by the Gnvernme11u! /\ccu1rntin,g Standards Board 
(GASB) in the cnrrcnt fiscal ye<Jr as required: GJ\SB SLlicment No. 77, Tax Abntement Disdosures. The 
provisions of this standard have bceri incorporaU:d into tile fin,mcial statements and notes; however. no 
disclosure for Statement Nu. Tl b requircti fur the cu1Tcnt fiscal yt'i.,r. 

NOTE 2 · DEPOSITS 

The carrying amount of the City's tota! deposit:; with finmv:idl institutions cit September 30, 2018, W,iS 

S2,263, 195 and the bank !1alanci.' was $2,271 S36. The co!l<1Ler,li for public entities' deposits in financial 
institulions arc held in the name of the State Trca!:urcr under,, program established by the Mississippi State 
Legislature and is governed by Section 27,lOS-'.1, Miss. Code Ann. (1972}. Undcr this program, the City's 
funds arc protected through ;i coll:iteral pool administered by tbc State Treasurer. Financial institutions 
holding depo:;its of public funds must pledge :;ccuritic•s as rnilateral .1ga[nst those deposits, ln the event of 
failure of a financial institution, securities pledged by that institution \voul.d be liquidated by the State 
Treasurer to replace the public deposits not cnvered by the Fed era! Deposit lnsurance Corporation (FDIC). 

Custodial Credit Risk .. Deposits. Custodi;d credit risk is the risk that in the event of a failure of a fimrncial 
institution, the City will not be able to nicnver deposits or collateral securities that ,ll'e in the possession of an 
outside party. The City does not have ;i form a! policy for custodial credit risk. In UH! event of failure of a 
financial institution, securities plcdg1,d by th.it in,,titution v:ould be liquidated by the Stctte Treasun•r to 
replace the public deposits not covered by the Feder:.! Deposit Insurance Corporation (FD!C). Deposits ,1bovc 
the FDIC coverage are rnllateralizcd by the pledging finar:ci,11 institution':; trust department or agent in the 
name ot the Mississippi Swt:c Treasurer on the hch:ilf of the 

NOTE 3 - RISI{ MANAGEMENT 

The City ts exposed to various risks of !o:,s reL1kd to torts; thctt of, damage lo and destruction nf assets; 
errors and omissions; injuries to empioyces; ;md natnr;il disctsters, The City carries commercial insurance for 
these risks. Settled claims resulted from tlwse insured risk\ have not exceeded commercial insurance in ,rny 
of the past three fiscal years. 

NOTE 4 - CLAIMS AND JUDGMENTS 

Risk Financing: The City fin:rnu.>s its exposure to rlsk of los•; rc!:ited w workers' comµensat:on for injurit·s to 
its employees through Mississippi Municipal \Vorkers' Compensation Group, a public entity risk pooL The 
City pays premiums to the pool for its workers' compensation insurance cov,Jrage, and the participation 
agreement provides that the pool will be self~sustaining throllgh member premiums. The retention for the 
pool is $1,000,000 for each accident and completely covers sldtutory limits st:t by the Workers' Compensation 
Commission. Risk of loss is remote for claims exceeding the pool's retention liability, However, the pool also 
has catastrophic reinsurance rnvcragc• for statutory limits above llw pool's retention, provided by Safety 
National Casualty Corporation, effective from January 1, 20'1 !:l, to January l, 2019. The pool may make an 
over.in supplemental assessment or dc'chrc d refund tkpemlinf~ on tht• ins" experience of all the entities it 
insures. 
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CITY OF M.L\GNOLJA 
Notes to the Financial Statements 

For the Year Ended September 30, 2018 

NOTE 5 -DEFINED BENEFIT PENSION PLAN 

Plan Description: The Cily or Magnolia, contnbuLc::; to tile FuhUc Lmployccs' Retirement System of 
Mississippi (PERS), a cost-sharing, multip\(:·ernpluycr, defined bcndil prnslon plan PERS provides 
retirement and disability benellts, annual cost-of. adjustments, c1nd dcati1 benefil~ to plan members and 
beneficiaries. Plan provisions ,rnd Lhe Board ofTrnstecs' ;rnthority to determine contribution rates are 
established by Miss. Code Ann. Section 25-1 'l-1 ('t seq., ( 'l 972, as cimendcd") and may be amended only by the 
State of Mississippi Legish1ture. PERS issues a publicly available ffoancial report that includes financial 
statements and required supplcnh}ntary infonn,1h1n, That in!orn1;it1011 may be obtained by writing to Public 
Employees' Ketirement Svstcm, PERS Building. ,.it 429 Mi,,sissippi Street, Jackson, MS 39201-1005 or by 
calling ( 601) 35lJ-3S80 Pr l -SOOA4·1 PERS. 

Funding Policy: At September 30, 201fl, IJERS members ,1rc required to contribute 90/i, of their annual 
covered salary, ,Hid the City is required tn c·nntrfoute ;nan ,1Ctu;1rially dewrmined rate. The nite at 
September :rn, 201 H was J 5. 75+1.i of anrn.1:.d. rove red payroll. The contribution requirements of PERS 
members are est;:.hlished and may he amended only by the State of Mississippi Legislature. The City's 
contributions (employer share only) to PERS for the years ended September 30, ZO 18, 2017 and 2016 \Vere 
S111 ,442, $97,300 and $97,770 respcctiv,'.ly. which is equal to ti10 required contributions for each year. 

NOTE 6- PRIOR PERIOD ADJUSTMENT 

The summary uf significc1nt net position rcc!Jssific:nions di\? as follows: 

Statement of Activities and Net Posilion-C1sh isasis: 

Governrnenu.d Activities 

Statement of Cilsh Receipts, Disbur:,em('nls, and Ch,mgtis in Cash Basis Fund Ha lances 

General Fund 
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CITY OF MAGNOLlA 
Notes to the Financial Statements 

For the Year Ended September 30. 2018 

NOTE 7-SUBSEQOENT EVENTS 

Events that occur after the Statemenl or Financial Position d;:;tc but before the !1nancial swtcments an: 
available to be issued must be evaluated for rerogniliun or disclosure. The effects of subsequent cwnts that 
provide evidence abou~ conditions th«t u:istcd ;1t the StJtement of Financial Position date are recognized in 
the: accompanying linancial suwrnents. Subsequent events which provide evidence ,,bout conditions th;it 
existed after the Statement of Financial Position date require disclosure in the accompanying notes The City 
of Magnolia has evaluated the activity of the City< through September 20, 2019, and drtennined that the 
following subsequent events require disdosun: in the notes u1 the financial statements: 

November 6, 20! 8 -- The Bo;ml 21pprnvcd ,1 p<1yrn1·nt 1n ,i1c :m10unt ur ·q 13,,116 for the 2018 MJgnolia Mill 
and Overlay Project The Bo;ml also ;1µprovcd the cn.:atlon of a new fund for the n:ceipt of BP fonds in the 

amount of $500,000. 

December 4, 2018 -T!w Board approved the pmcbasc nf <l :wu1 Ford F-2SO Dump Truck for $25,900. 

April 2, 2019 .. Th.· Boa I'd apprnved a paymvnl in tht arnuunt ol S Lfl7AHB ror ll1<: Water Meter lnfn1::tructurc 

Rd1allilitation Project. 

June 4, 2019 -· The Board appnwed the lowest bid of $1. 65,000 for the constniction of the Farmer's Market 
The Board also approved lhe payment of $302,603 for tho \Nater Meter infrasrructure Project 

l6 
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CITY OF MAGNOLIA 
Budgetary Comparison Schedule-Budget to Actual (Non-GAAP) - General Fund-UNAUDITED 

For the Year Ended September 30, 201B 

RECElPTS 

Property taxes 

Road and Bridge prlvilege tav.es 

Licenses, commissions and other receipts 

Fines iind t0rfcitttrC$ 

Ch;1rgr.:i fnr ~f:rvict'S 

\:liSCf}llane{JUS f'f1J!>l1llt:S 

EXl'END!TUHES 

Ge1wr,1I govc"rnmcnt· 

Public .safety 

Public works 

Culture and recreation 

Debt Service: 

Pdncipa\ 

Tot:;l Expenditures 

Nl't Change in 

Fund lfalnnce 

Fund B~!lanrt~ - Beginning, <1s prt~viousiy '"""".;-,,. 

Prior pt"\riod odjust !l:cnt 

Fund Balance· Beginning, as n:st.:m,d 

Fund Balanw - Endrng 

1:,'J,';00 

.'J',,0(1() 

i\69.~;1(1 

Gfi,(i(HJ 

l,G42,005 

632,500 

lUOO 

2[)3.606 

Final 

S ii9rl.'i00 

140,SOU 

4U,000 

; :io.trno 
so 

l JlD6.650 

!l17,9HO 

2S6,6 1tl 

2,on 116:11 

·1il z;, .', (; 
--'-( l_.::_.G·1 ')) 

$ 

1\rrna: 

Lbudgcta,·y 

94,777 

4b,')12 

HH.151 

l,(!76/iJO 

Bl 7,9Ht> 

500.%5 

146,5 i:O 

62,C93 

(13.H·t9). 

0t68,510 

11 

The accompanying notes to the Supp!emln1tary lnforrnatitm an-• ;rn integral par·t of this scheduir:. 

!/adance \\'ith 

$ 

Final Budget 

Positive 

[22,1()3 i 

'34,7T7 

(:-S,i'!U) 

(2S,H19) 

(72.)\)7) 

69,RBU 

1L(i,l2.l 

177,flOil 

247,6HH 
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CITY OF MAGNOLIA 
Schedule of lnvcstnwnts·IJ NAUDlTED 

September :rn, 2018 

interest Beginning 

Dat,: 

Matnrity Other September 30. 20H3 

Information Balance 
GENERAL FUND 

Certificate of Deposit 

Certificate of Deposit 0.6500% 

Total Gerwral Fund 

/2018 

()/24/2018 

OTHER GOVERNMENTAL FUNDS 

Ccrtific:ite of Deposit 

PROPRIETARY FUNDS 

Certific:He of Deposit 

0.2500'% ,1/13/2018 

Tor;,d Governmental Funds 

Total Governmental F11rn:L 

o.zsoo=:{ 
Tnta: Propnctary Funds 

lH 

J 1/8/2018 Trnstmarh 

Bank 

()/24/2019 First Bank 

10/l3/201B First Bank 

jl)/ l First Bank 

Totai Governmental and Proprietary Fund i nvestmcnts 

The ;Jccornpnnying notes to tb(~ Sap~J!e1nent.:1r_v Infornution Jn: an intcgnJ part of this :.:rhcd1Jc. 

s 

$ 

$ 

.. 1 

51,036 

66,084 

28,437 

28,437 

9·1,521 

724 

724 

14B,245 

20 



GOHRNMENT1\L ACTlVJTlES 

: .. md 

Cnnstniction 1n Progn'.>$S 

Buildings 

lmprovements other than buildings 

Leasi;:,d f.'quipn1ent 

Machiuc!)' and equipment 

Total Governmental Aclivi!ies 

C1pitJ1 Ass:ers: 

Buildings 

\l?:.:hine0 ,md tquipm,~nt 

WakriStwer infra,trncturc· 

\\.·:1.ter:S(,\l"! imprO\:t.'Irl(Ht~, 

Total Buiine,;o-T,vpt' !1cUvilks 

Capital A~,H, 

CITY OF MAGNOLIA 
Schedule of Capital Assets·UNAIJDITED 
For the Year Ended S<iptember 30, 2018 

Balauce 

Ortohcr 2017 

s 'i7i,,>l2(J 

1,147.,:l'lJ. 

fJCJeti<HlS 

----·-------~--~~-

The accompanying notes to the Other lnlonn;1tlon are an i1Jtegral part pf this :,chcdu!c. 

lfalarn:e 

September 30, 2018 

' 1 

32C,AZ6 

l.142392. 

%7,S02 

1H12!J 

31:,.ns 

},735,010 

20:;,soG 

ll,136,786 

17.S22,222 
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flcsrriptinn 

Covernmr:·ntal i\ctivillt'~;: 

2t)16 G,O. Bond 

Jnhll Deere :i l OSI< G:ickhoe 

Purnper Fin:- Trud: 

Cap Lnil'l #5071n 

Des,:riptton 

A Lin1Hctl·Obhg.1t.ion Bnnds 

Cnnib:m:U \V<.1tvr & $ewer 

Refund!n~: Dunds SJ,1;15,noo 

(payint~nts .split by \Vi:!tr.r/ 

'i•.'wer :md Genern!J 

crrv OF Ml\GNOU/, 
Schedule of Changes in Long-Term Dcbl··UNAUDITED 

For the Year Ended September :rn, :WU.l 

lt/1/2016 

L~/i/201} 

Total 

6/S/20!2 

lnL 

l!J/Ul/17 

10/01.il? 

.i ri1,656 S 

3!\2.0()(l S 

The accmnpJnying notes tu the Othe1 lnforrn<1tiun ,ire ;rn in!t?gral pan nt this schedule. 

')/30/10 

i9,6Jlj S 

1,16,013 

$ 19SJ60 

1 Y2A-49 

9/'.30/ !G 
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CITY OF MAGNOLIA 
SCHEDULE OF SURETY HONDS OF MUNICIPAL OFFICIALS-UNAUDITED 

For the Year Endecl SeptPmlwr :HJ, 20 HJ 

Name Position Company Bond Amount 

Anthony Witherspoon 

Clarence Burton, Jr. 

Dane!! Pounds 

Antonio Martin 

Becky vV. MJgec 

Joseph A. Cornacchione 

Cynthia Richard.son 

Lauria Evans 

Trideana Lenard 

Rosezea Srntt 

Ray Reynolds 

Mayor 

Alderman 

Alderman 

Alderman 

1\Jdcnnan 

/\ldern1,n 

Deputy Clerk 

Court Cl<:rl: 

Billing Cle:<< 

Police Chief 

Travelers lnsurance 

Old Republic 

TrJvclt:rs Insurance 

Travders lnsuranc1c· 

Travelers Insurance 

T :\1 vclers f i;su ranc,' 

Tr2vciers lnsuramx 

Tr.1vders Insur.inc? 
Travel,)rs insurance 

$ 50,000 

50,000 

50,000 

50,000 

50.000 

50,000 

:;o,ooo 
'.j(),(10() 

S0.000 

S0,000 

50,000 
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CITY OF MAGNOLIA 
NOTES TO THE REQUIRED SUPPLEMENTARY lNFORMATlON 

September 30, 2018 
UNAUDITED 

NOTE 1 - Budgetary Comparison Schedule 

A. Budgetary Information. 

Statutory rcquirem1?.nt, dictate how and when Lile City':-; budge i:; tub<'' prepared. Generally, in the month of 
1\ugust, prier to the ensuing fisc:il yciar t1cginning '':H'h October 'l, the Bo,inl of Aldermen of the City, using 
historical aHd ~rnticipated fi:;c:11 data prepar'es ;rn original budget for each of the Government.al Funds for said 
d;,cal yc;,.r. The completed budget Jor the fiscal year ,ncludes loi' each furn! every sourn' ol receipt, each 
general item of disbursement. ai:d the uncnnimbercd cash and investment balances. When during the fisrnl 
year it appe,1rs to the Board of Aldermen that budgct;.iry estimates wrn not be met, it may make revisions to 
the budget. 

The City's budget is prepared princ;patly on tl:c c;:ish b:Jsis of accnuntrng. ,:\JI appropriations lapse ar yci.lr end, 
and there are no encumbrances to hrnlr~c, because state !aw does not require that funds be c1vailahle when 
goods or services arc ordered, only wiren payment ii; made. 

B. Basis of Presentation. 

The Budgetary Comparison Schedule - Dudget and Actual present~ the original legally adopted budget, the 
final li}gally adopted budget, actual amounts on a budgctarv basis :wd v<1rianccs between the final budget and 
the actual amounts. The schedule is prcsi~nted for the Gc1wral Fund and each maior Special Revenue Fund. 

C. Unbudgeted Funds. 

The following funds were not budgeted for the y(,ar ended September 30. 20Ul: 

SpeciJl Revenue Funds: 
Bond Fund 
Construction Fund 
CDBG Fund 

NOTE 2 · LONG-TERM DEBT !NFORMATWN 

Legal Debt Margin - The «mount ni debt, excluding specific cxemptcd ddH that can be inu.ti-r,,d by till' City is 
limited by state statute. Total outstanding debt during a yuar can be no greater than 1 SiJir; of assessed value of 
the taxable property within the City, according to the then last cornpieted assessment for taxation, However. 
the limitation is increases to 20% whenever a c,,tmty 1ssuc•s lm11ds to repair c,r replace \Nashcd out or 
collapsed bridges on the public mads of the county. 1\s of September 30, 20 rn. the amount of outstanding 
debt was equal to m1i of the lilkst prnp,:rty assessments. 
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HERZOG CPA COl\1P ANYf PLLC 
Angela T. Herzog, CPA 
12 98 Place Bou!Pvard • P.O. Bo'< 17986 • Tfatticsburg, Mississippi 39404 
Phone 601-271-8860 • Fa>; 6tl'l -27l 892'l 

14:, Republic Sln>et • Suite 21 l ,. Madison, i\lii;,;issippi 391 lU 

INDEPENDENT AUDITORS' REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING 
AND ON COMPLIANCE AND OT!IEH MATTERS BASED ON AN AUDIT OF THE 

PRIMARY GOVERNMENT FlNANCIAL STATEMENTS PERFORMED 
IN ACCORDANCE WITH GOVERNMi::I\/Tf1UD!TING STANDARDS 

Honorabic Mayor and 
Members of the Board of /l.lderperso11s 
City of Magnolia, Mississippi 

'Ne have audited. in accordance with the auditing standards generally c1ccepted in the United States of Americ:, 
;md the standards applicable to finu11d<1l audits contained in Government AmliUng Starulanls is::iW:'il by th,: 
Comptroller General of the United States, the financial statements of the governmental activilies, business-type 
activities, each major fund and the aggregate rcm:,Jni ng fund information of City of Magnolia. as of and for the 
year ended September 30, 20 l.8, and the related notes to the financial statements, which collectivdy comprise 
the City's basic financial statements and have issued our report thereon dated Scpternbl'r 20, 2019. 

ln planning anJ performing our audit of the fimmcidl stalcments, we considered the City of l\·1agnolia, 
Mississippi's internal control over· filnncial reporting (internal control) to determine the audit procedures th;1t 
<,re appropriate in the cirrnmstnnn:s for the puqio:;c of expressing our opinion:; Oil the financial statement:,, 
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 cffectiveuess of the Citys internal control. 

A dejkiency in internal control exists 1Nhcn the design or operatlon of a contTol does not allow management or 
employees, in the normal course of performing their assigned Junctions, to prevent. or detect and correct 
misstatements on a timely basis. A material weukness is c1 dcfickncy, or a combination of deflciencles, in internal 
control such that there is a reasonable possibility that a m;iterial misstateml!nt of the entity's flmmcial 
statements will not be prevented, or dett,cted ,rnd correc:cd nn a timely basis. A sigmjh:ont dejiciency is a 
deficiency, or a combination of dcficiencic~. in intcrn,Ji th,tt is less severe than a material weakness, yet 
important enough to merit attention by thos,· durgcd with govcrrwnn·. 

Member of the Amc1iuu1 instjoae of Certi!h:<l P11hhc i\cu.runLrnt~ rmd tht: Mtssiss;ippi StJdety of CertifiPd Pubiic Accountants 
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Our consideration of internal control over rnmpli.mo· was for the limited purpose described in the first 
paragraph of this sectiun and was designed tu idemlly a!l ddkkncics in internal control that might be material 
wcnkm:sses or significant deficiencies ,rnd therefore, m,iteri,\l weaknesses or significant deficiencies may exist 
thut have not been identified. We did identify certain deficiencies in internal contrnl, ,;s desuib,jd in the 
accompanying Schedule of Findillgs ;uni Rcspon\u•; ;is 201 H-DO J. 1'01 fq)U2 ;md 20 J B-003 ,hat: we, consider to 
oe material 1.venknesses. 

As part of obtaining rec1sonabie assurance about whether the City of Magnolia, Mississippi's financial 
statements are free of material misstaternent, we performed tests uf its cumplianc,~ with certain prnvisions of 
laws, regulations, contracts. 2-nd grant ;igreements, rnrncomplbnce with which could have a direct and material 
efh•ct on the determination of financial stawmcnt amounts. However, providing an opinion on compliance with 
those provisions was not an objective of our aurHt, ;rnd ;;cconlingly, we do not expn'SS such an opinion. The 
results of our tests disclosed no inst;mccs of noricompliance or other matters that ,ire required to he reported 
under Governmcntlwditing Standards. 

City of Magnolia's responses tn the findings identiiiei.l in our ;rndit are described in the accompm1ying Schedule 
of Findings and Responses. City of Magnolia\ response:.'; wen:: not subJet·t,cd to the auditing p:-ocedurcs applied 
in the audit of tht' tinancial statements and, an:ordingiv. we express no opinion on them. 

The purpose of this report is so)c!y to describe the srnpc of n1ff te1,Ung nt inlt'rnal control and compliance and 
the rt:sttlt ofttnt testing, ;md not 1,, provide an opinion on the etfoctivcncss of the entity's internal control or 
on compliance. This report is an intcgrai part of an c,udit: performed in accordance with Government Auditing 
Stantlards in considering the entity's internal control mid compliance. Accordingly, thls communication is not 
suitable for any other purpose. However. this report is a mrn:ter uf public record and its distribution is not 
limited. 

Herzog CPA Comp,my, PLLC 
September 20, 2019 
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HERZOG CPA C0Iv1P ANY, PLLC 
Angela T. Herzog, CPA 
12 98 Place Bou lcvard • P.t} Bo\ 1790h" I Jattieshurg, iv1iss1ssjpni 3940.; 
Phone 60T-271-8S60 • Pzx 6()1.271-89: 

145 Republic Street• Suite 211 "i'v1adison, ;1,lississi}ipi :VJIJ: 

Honorable Mayor and 

INDEPENDENT AU!JlTOllS' REPORT ON COMPLIANCE 
'NJTH 

STATE LAWS AND REGULATIONS 

Members of the Board of Aidcrpersons 
City of Magnolio, \<lississippi 

We h<we ,rndikd th,: financid! :.a,itcmcnts of Lhc govcrnmvn!al activities, the business-type activities and each 
major fund the aggregate remaining f1tnd tnform;:itinn nf the City or M,1gnolia, as of and for year ended 
September 30, 2018, and have issued our report thereon dated September 20, ZO 19. We conducted our audit. 
in accordance with generally ;tcccpu:J :rndillng standards and the standards appiic,1blc to flnancial audits in 
Government Auditing Standards, by the Cornptrol!er Gencn1! of rhe United State•; of Anwrirn 

As required by the state lcg,1i cornpli.mcc dUdit prngr,1m pn.'snih<:d hy the Office of the State Auditor, we rrnvc 
also performed procedures tn test cnrnpli,rnc:e with u:rtain state laws :rnd regulations. However, providing an 
opinion on compliance with state laws and rcgulatmns was not an objective of our audit and, accordingly, we 
do not express such an opinitln, 

The results of thnst, procedur,:s and uur ,ntdit nt ti:c fim11wial :;talcn1cnts disclosed the following matcri,,1 
inst~mces of noncompliance \Vith sldtc Lws and rcgul,1tions: Finding;; 2018·00 l 201 H-002, and 2018 -00'.:l, 
which an• included in the Schedule of Findings and Responses. 

The Offic,;: of the State Auditor or a pubtir accounting firm will r ,':view, un subst:qucnt year's audit 
engagement, the findings in this report to ,:nsure that corrective action has been taken. 
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This report is itrn,nded solely ror the information and use' of m;in;:\gement, City offa:ici!:, and the Office of the 
State /\uditnr and is r.ot intended to b!i <1nd should not be used by .myone ,>the, than these specified parties. 
However, thi:, report is a matter ofpubtir t'ccord and its distribution is not limited. 

Herzog CPA Company, PLLC 
September 20, 2019 
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SCHEDULE OF FINDfNGS AND RESPONSES 



CITY OF MAGNOLIA 
SCHEDULE OF FINDINGS AND RESPONSES 

FOR THE YEAR ENDED SEPTEMBER 30, 2018 

Financial Statements: 

Section 1: Summary of Auditof''.s.J{esults 

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

Governmental Activitles 
Business-Type Activities 

2. internal Control over !1nancLll reporting: 

a. Material weakness identified':' 

b. Significant deficiencies identified th;:it are not considered !o be a 
material v1.1ea!mess'? 

3. Noncompliance m,1terial to the financial statements'!' 

r , r 

.~. ?,_·~. ',. ~ ,- : "-

Unmodified 
Unmodified 

Yes 

None Reported 

No 

r ·-

. , .... ' . -, . ~ ~ .. ,..~. 
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20113-00L Fiqd!fl£ 

CITY OF MAGNOLIA 
SCHEDULE Of FINDINGS AND RESPONSES 

FOR THE YEAR ENDED SEPTEMBER 30, 2018 

Criteria: The City i:; responsible for establishing t1nd mainlalning cffoctivr intern,1! control ovN 
the accounting records. 

maintained. 

Effect: The auditor could not with confid,~nu: confirm wlth reasonable assurnncc the c1ccuracy of tht· 
meter deposits on hand. 

Recm:mncndat.i1111 

The City shuuld establish and maintzdn :is dfcctlve lntcnul cont:rol system over tJ1e ;icrounting 
system and bai,mcc sheet account:; ensuring that personnel are trained and kiwwledge;;ible and that 
adequate supporting records arc kept in :-m ocganized manner. The City shou!d huvc the software 
company create a report for all rndcr deposits on hand at year-end. 

Response 

!n the future we will establish and maintain an effecUvc internal rnntrol system over the accounting 
system and bah.nee sheet m:counts ensuring that fJ(Tsorrncl arc trained and knowlcdge,,ble alld that 
adequate supporting records arc 1<ept ln an org,mized manner, 

Material Wc·akrn::'.',S 

As reported in the prior year, 
being accurately rnalntaint!tL 

Recomn1endation 

The City should (•nsun: that fixt'd ac;set:; ,ire being ::wcurately maintained with additwns, deletions, and 
depr-edzitio:.. 

Res_ponse 

ln the future, we will work toward having a complek' tixed ;isset report! nc!uding di:precbtion. 
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201 B-003 . .Ei ns)ing 

Material We,ikness 

CITY Of MAGNOU1\ 
SCHEDULE Of FINDINGS AND RESPONSES 

FOR THE YEAR ENDED SEPTEMBER 30, 2018 

As reported in tlw prior year, the rr1vi!~w nl the lmdgH, we detpnnined that all funds were not 
budgeted during the initial or amended budgetMy i,roccss. 

Recmnmcndation 

The City should ensti:·c· that all fHnds :m, lmdgeted during the budgeting process and amend :"s 
necess.lry 

ln the future, we will ensun: thal aU funds ,1n· budgeted during the budgeting process and anHiml as 
necessary. 
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