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INDEPENDENT AUDITOR’S REPORT

To the Honorable Mayor and City Council
Pascagoula. Mississippi

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, each major fund, and the aggregate remaining fund information of the City of Pascagoula,
Mississippi, as of and for the year ended September 30, 2018, and the related notes to the financial statements,
which collectively comprise the City’s basic financial statements as listed in the table of contents.

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance
with accounting principles generally accepted in the United States of America; this includes the design,
implementation, and maintenance of internal control relevant to the preparation and fair presentation of
financial statements that are free from material misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility 1s to express opinions on these financial statements based on our audit. We conducted our
audit in accordance with auditing standards generally accepted in the United States of America and the
standards applicable to financial audits contained in Governmental Auditing Standards, issued by the
Comptroller General of the United States. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free of material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditor’s judgment, including the assessment of
the risks of material misstatement of the financial statements, whether due to fraud or error, In making those
risk assessments, the auditor considers internal control relevant to the entity’s preparation and fair presentation
of the financial statements in order to design audit procedures that are appropriate in the circumstances, but not
for the purpose of expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we
express no such opinion. An audit also includes evaluating the abpropriateness of accounting policies used
and the reasonableness of significant accounting estimates mad >y management, as well as evaluating the
overall presentation of the financial statements.

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

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities, the business-type activities, each major fund, and the
aggregate remaining fund information of the City of Pascagoula, Mississippi, as of September 30, 2018, and
the respective changes in financial position and cash flows, thereof for the year then ended in accordance with
accounting principles generally accepted in the United States of America.

Other Matters

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and schedule of budgetary comparison information on pages 5 through 14 and 68 through 70 be












CITY OF PASCAGOULA, MISSISSIPPI
Management's Discussion and Analysis

This section of the City of Pascagoula, Mississippi's {the City) Annual Financial Report presents a narrative overview and
comparative analysis of the financial activities of the City for the fiscal year ended September 30, 2018 and 2017. Readers
are encouraged to consider the information presented here in conjunction with the basic financial statements that immediately

follow.

City of Pascagoula is located on the Mississippi Gulf Coast and is ranked as the 20™ most populated city in the State of
Mississippi. According to the United States Census Bureau, the estimated population of City of Pascagoula as of July 1,
2018, is 21,685. The median household income is $38,651 with over 84.5% of persons 25 years or older holding a high
school degree or higher.

Government-wide Financial Highlights

Total assets and deferred outflows of resources exceed the liabilities and deferred inflows of resources at the close of
the current year by approximately $44,486,530. This amount represents the total net position of the City’s
governmental and business-type activities. This amount decreased from last’s vear’s net position of $47,499,860 by
$4,104,572 for current year activities and increased $1,091,242 for prior period adjustments. Prior period
adjustments are made to last year’s net position for amounts found to belong in prior year balances rather than be
reflected in the current year statement of activities. Please see Note 3 for details on these adjustments.

General revenues amounted to of $18,577,886 or 46% of total revenues. This amount decreased $456,349 from
2017. Program revenues amounted to $21,887,592 or 54% of total revenues, which decreased $2,392,944 from
2017. This decrease was mostly due to the decrease in charges for services revenues received in the governmental
activities.

Overall expenditures/expenses for the City decreased $3,385,577 from the total expenditures/expenses of
$47,955,627 reported in 2017. This reduction in primarily due to City’s management eliminating several
departments and consolidated efforts to reduce City spending.

Capital assets, net of accumulated depreciation, increased by $6,600,932 in the governmental activities and
decreased $237,024 in the business-type activities during 2018. Capital asset acquisitions and adjustments to prior
year balances totaled $12,156,355 while normal straight-line depreciation of capital assets totaled $5,792,448.

Non-current liabilities increased by $1,168.299 in the governmental activities primarily due to the City borrowing an
additional $4,479,000 in the current year. Principal payments of $1,709,263 were made in the governmental
activities to reduce outstanding debt, along with a net reduction of $1,665,576 in outstanding pension and
accumulated absences amounts owed to employees.

Non-current liabilities decreased by $469.406 in the business-type activities primarily due to the City principal
payments of $719,821 to reduce outstanding debt. The business-type other non-current liabilities increased a net of
$250,415 primarily due to acquiring a larger proportionate share of the outstanding pension and compensated
absences allocations.

Fund Highlights

General Fund — This fund is used for the general operations of the City. The General Fund had $19,605,605 in
revenues, which shows an increase of $655,899 from 2017 and $24,932,136 in expenditures, an increase of
$226,375 from 2017, in the current year. The General Fund’s fund balance decreased a net of $167,373 ($329,811 in
prior period adjustments offsetting a $(497,184) change in fund balance for the current year.

Parks and Recreation Bond Project — This fund is used to account for the 2017 General Obligation bond funds
designated for the acquisition and construction of infrastructure for parks and recreation. The fund shows that at
September 30, 2018 the remaining bond fund available for future years was $7,561,689. Of the $4,826,843 spent on
capital outlay and infrastructure $4,381,982 was capitalized.
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City of Pascagoula, Mississippi

Statement of Revenues, Expenditures and

Changes in Fund Balance

Jovernmental Funds

For the Fiscal Year Ended September 30, 2018

Revenues:
Property taxes
Franchise fees
Fees and fines
Licenses and permit fees
Intergovernmental
Charges for services
Investment earnings
Miscellaneous

Total Revenues

Expenditures:
General government
Public safety
Public works
Culture & recreation
Urban & economic development
Capital outlay
Debt service:
Principal
Interest and other fiscal charges
Total Expenditures

Excess (Deficiency) of Revenues
Over Expenditures

Other Financing Sources (Uses):
Loan proceeds
Proceeds from sale of assets
Proceeds from insurance
Transfers in

Total Other Financing Sources (Uses)

Net change in fund balances

Fund balances - beginning
Prior period adjusting entry

Fund balances - beginning, as restated

Fund balances - ending

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

Major Funds
Parks and Other Total
General Recreation Governmental  Governmental
Fund Bond Project Funds Funds
$ 7,365,708 - 1,761,131 9,126,839
1,408,947 - - 1,408,947
379,478 - 234,957 614,435
146,755 - - 146,755
8,081,385 - 2,702,315 10,783,700
1,975,706 - 21,082 1,996,788
7,381 43,286 16,115 66,782
240,245 - - 240,245
19,605,605 43,286 4,735,600 24,384,491
5,458,398 - 102,344 5,560,742
11,189,563 - 700,462 11,890,025
3,672,041 - 187,775 3,859,816
1,672.619 444,861 - 2,117,480
1,086.643 116,702 1,203,345
1,270,486 4,381,982 4,076,641 9,729,109
490,819 - 1,218,444 1,709,263
91,567 - 736,525 828,092
24932136 4.826.843 7,138,893 36,897,872
(5.326.531) (4,783.557) (2.403,293) (12.513,381)
4,479,000 - - 4,479,000
129,062 - 73,500 202,562
41,001 - 55,062 96,063
180,284 - 6,164 186,448
4,829,347 - 134,726 4,964,073
(497,184) (4.783,557) (2,268,567) (7,549,308)
(14,235.,504) 12,345,246 8,086,670 6,196,412
32001 - 77915 407,726
(13,90>.,093) 12,345,246 8,164,585 6,604,138
$ (14,402.877) 7,561,689 5,896,018 (945,170)
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City of Pascagoula, Mississippi
Statement Cash Flows
Proprietary Funds
For the Fiscal Year Ended September 30, 2018

Governmental
Business-type Activities Activities
Major Funds Non-Major
Pascagoula Solid Energy Transfer Total Self
Utilities Waste Recovery Station Business-type Insurance
Fund Fund Fund Fund Activities Fund
Cash Flows from Operating Activities
Cash received from customers S 14,140,010 1.366,727 - - 15.506.737 -
Cash received for premiums - - - - - 2,518,034
Other operating receipts 466,800 234,022 - 622 701.444 502,853
Cash paid to employees (881,930) - - - (881,930) -
Cash paid to suppliers (536,318) - - - (536318) -
Cash paid to contractors (9.888.355) (1,245.340) - - (11,133.695) -
Cash paid for judgements and claims - - - - - (2,459,962)
Cash paid for administrative services - - - - - (539,936)
Net cash provided by (used in)
operating activities 3300,187 355409 - 622 3656218 20.989
Cash Flows From Non-Capital
Financing Activities
Advances from (to) other funds (127.440) 141321 - - 13.881 180,005
Net cash flows provided by (used in)
non-capital financing activities (127 440) 141321 - - 13.881 180,005
Cash Flows From Capital and Related
Financing Ativities
Purchase of capital assets (2363.,6060) - - - (2.363,660) -
Proceeds trom bond issuance - - - - - -
Repayment of debt (719821) - - - (719.821) -
Interest and amortization on debt (254.719) - - - (254.719) -
Net cash provided by (used in)
capital and related financing activities (3.338.200) - - - (3338.200) -
Cash Flows From Investing Activities
Interest received 14,009 7372 - - 21.381 -
Net cash flows provided by (used in)
mvesting activities 14,009 7372 - - 21,381 -
Net increase (decrease) in cash (151.444) 504,102 - 622 353280 200,994
Cash - October | 3452517 1,951,597 - 1.607,588 7,011,702 -
Cash - September 30 S 3301073 2.455,699 - 1.608.210 7,364,982 200,994

The notes to these financial statements are an integral part of this statement.
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City of Pascagoula, Mississippi
Statement of Fiduciary Net Position

Assets
Cash
Total Assets

Liabilities
Due to other government agencies
Total Liabilities

Net Position
Restricted for Port Commission

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

September 30, 2018
Private
Purpose Trust
Fund Agency Fund
Pascagoula Port Pascagoula Total
Commission Redevelopment Fiduciary
Fund Authority Fund Funds
60,163 736.485 796,648
60.163 736.485 796,648
- 736,485 736,485
- 736,485 736.485
60,163 - 60,163
60.163 - 60.163
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City of Pascagoula, Mississippi
Notes to the Financial Statements
September 30, 2018

Note 1 - Summary of Significant Accounting Policies (continued)

Governmental financial statements are presented using a current financial resources measurement focus
and the modified accrual basis of accounting. Revenues are recognized in the accounting period when
they are both measurable and available to finance operations during the year.

Available means collected in the current period or within 60 days after year end to liquidate liabilities
existing at the end of the year. Measurable means knowing or being able to reasonably estimate the
amount. Expenditures are recognized only when payment is due. Property taxes, state appropriations and
federal awards are all considered susceptible to accrual and have been recognized as revenues of the
current fiscal period.

MAIJOR FUNDS
The City reports the following major Governmental Funds:

General Fund - This is the City’s primary operating fund. It is used to account for all activities of the
general government for which a separate fund has not been established.

Parks and Recreation Bond Capital Project Fund — This fund accounts for the financial resources and
expenditures of the 2017 General Obligation Bonds that are restricted to acquisition and/or
construction of infrastructure to be used by the City’s citizens for culture and recreation.

The City reports the following major Enterprise Funds:

Pascagoula Utilities Fund — This fund accounts for the operations of the City's water, sewer and gas
system.

Solid Waste Fund — This fund accounts for the operation of the City’s waste collection and disposal.

Energy Recovery Fund — This fund is dormant; however, amounts owed on debt and accrued interest
determines this to be a major fund. For more information on this debt, see Note 10.

Additionally, the City reports the following fund types:
GOVERNMENTAL FUND TYPES

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

N-bt Service Funds — These funds are used to account for and report financial resources that are
restricted, committed, or assigned to expenditure for principal and interest.

Capital Projects Funds — These funds are used to account for and report financial resources that are
restricted, committed, or assigned to expenditure for capital outlays, including acquisition or
construction of capital facilities and other assets.
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City of Pascagoula, Mississippi
Notes to the Financial Statements
September 30, 2018
Note 7 — Capital assets

A. Governmental Activities

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

2018:
Balance Adjustments/ Balance
10/1/2017 Additions Sales 9/30/2018
Capital assets not being Depreciated:
Land $ 13,079,365 3,237,501 (42,970) 116,273,896
Construction in progress 6,275,847 5.864,601 (9.332,117) 2,808,331
Total capital assets not being depreciated 19,355,212 9,102,102 (9.375,087) 19,082,227
Capital assets being depreciated:
Buildings 8,207,053 - - 8,207,053
Improvements - Other 38.019,960 - 9,546,981 47,566,941
Infrastructure 44,015,913 - 44 015913
Mobile Equipment 7,993,072 402,845 (59,421) 8,336,496
Other Furniture & Equipment 2,171,538 9,284 (126,406) 2,054,416
Equipment under capital leases 565,996 214,878 592,629 1,373,503
Total capital assets being depreciated 100,973,532 627,007 9.953,783 111,554,322
Less accumulated depreciation for:
Buildings 4,906,537 256,545 - 5,163,082
Improvements - Other 5,737,177 1,709,439 - 7,446,616
Infrastructure 23,982,448 844,126 - 24,826,574
Mobile Equipment 6,591,702 588,200 (94,190) 7,085,712
Other Furniture & Equipment 1,814,924 149,739 (110,370) 1,854,293
Equipment under capital leases 67,251 278,014 85,370 430,635
Total accumulated depreciation 43,100,039 3,826,063 (119,190) 46,806,912
Total capital assets being depreciated, net 57,873,493 (3.199.056) 10.072,973 64,747,410
Total governmental activities -
capital assets, net $ 77,228.705 5,903,046 697,886 83,829,637

Depreciation expense was charged to the following governmental functions:

General Government $1,205,503
Public Safety 575,032
Public Works 1,309,005
Culture & Recreation 736,523
(53,826,063
45
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City of Pascagoula, Mississippi
Notes to the Financial Statements
September 30, 2018

Note 9 — Pensions (continued)

Benefits Provided

Membership in PERS is a condition of employment granted upon hiring for qualifying employees and
officials of the State of Mississippi, state universities, community and junior colleges, and teachers and
employees of the public cities. For those persons employed by political subdivisions and instrumentalities
of the State of Mississippi, membership is contingent upon approval of the entity's participation in PERS
by the PERS' Board of Trustees. If approved, membership for the entity's employees is a condition of
employment and eligibility 1s granted to those who qualify upon hiring.

Participating members who are vested and retire at or after age 60 or those who retire regardless of age
with at least 30 years of creditable service (25 years of creditable service for employees who became
members of PERS before July 1, 2011) are entitled, upon application, to an annual retirement allowance
payable monthly for life in an amount equal to 2.0 percent of their average compensation for each year of
creditable service up to and including 30 years (25 years for those who became members of PERS before
July 1, 2011), plus 2.5 percent for each additional year of creditable service with an actuarial reduction in
the benefit for each year of creditable service below 30 years or the number of years in age that the
member is below 65, whichever is less. Average compensation is the average of the employee's earnings
during the four highest compensated years of creditable service. Benefits vest upon completion of eight
years of membership service (four years of membership service for those who became members of PERS
before July 1, 2007).

PERS also provides certain death and disability benefits. A Cost-of-Living Adjustment (COLA) payment
is made to eligible retirees and beneficiaries. The COLA is equal to 3.0 percent of the annual retirement
allowance for each full fiscal year of retirement up to the year in which the retired member reaches age 60
(55 for those who became members of PERS before July 1, 2011), with 3.0 percent compounded for each
fiscal year thereafter. Plan provisions are established and may be amended only by the State of
Mississippi Legislature.

Contributions

PERS members are required to contribute 9.00% of their annual covered salary, and the City is required
to contribute at an actuarially determined rate. The employer's rate as of September 30, 2018, was 15.75%
of annual covered payroll. The contribution requirements of PERS members and employers are
established and may be amended only by the State of Mississippi Legislature.

. Municipal Retirement System (MRS)

Plan Description and Provisions

The City contributes to the Municipal Retirement Systems' Fire and Police Disability and Relief Funds
(MRS), an agent multiple-employer defined benefit pension plan administered by the Public Employees'
Retirement System of Mississippi. MRS provides retirement and disability benefits and death benefits to
plan members and beneficiaries. At June 30, 2018, the date of the most recent actuarial verification
available, the MRS are composed of 19 separate municipal retirement and fire and police disability and
relief systems. Benefit provisions are established by Section 21-29, Articles 1,3,5,7, Mississippi Code
Annotated (1972), and annual local and private legislation and may be amended only by the State of
Mississippi Legislature.
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City of Pascagoula, Mississippi
Notes to the Financial Statements

September 30, 2018

Note 9 — Pensions (continued)

At September 30, 2018, the City reported deferred inflows of resources related to pensions from the following

SOQuUrces:
Deferred Inflows of Resources
Governmental Activities Business-Type
PERS MRS Total Activities Total

Ditferences between expected and actual experience S 108,750 - 108,750 6941 115,691
Changes of assumptions 14.248 - 14,248 909 15,157
Net difference between projected and actual earnings

on pension plan mvestments 512823 - 512823 32,734 545557
Changes in proportion and ditferences between City

contributions and proportionate share on contributions 572395 - 572,395 36.536 608,931
Total deferred outflows related to pensions $ 1208216 - 1,208.216 77,120 1285336

Within the deferred outflows, a net amount of $420,563 of deferred outflows of resources is related to pensions
resulting from the City’s contributions subsequent to the measurement date and will be recognized as a reduction
to the net pension liability in the year ended September 30, 2018.

The remaining amounts reported as deferred outflows of resources related to pensions of $758,828 of deferred
inflows of resources related to pensions of $1,285,536 netting to ($526,508) will be recognized in pension

expense as follows:

Year Ending

Future

September 30, Amortization
2019 $ 654216
2020 (120,760)
2021 (931,840)
2022 (128.124)

$ (526.508)

Actuarial assumptions

The total pension liabilities in the June 30, 2018, actuarial valuation were determined using the following

actuarial assumptions, applied to all periods included in the measurement:

MRS

PERS
Inflation 3.0 percent
Salary increases 3.25 - 18.5 percent, including
inflation
Investment rate of return 7.75 percent (net of pension plan

investment expense, including

inflation

Assessed property value rate of  N/A
increase
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3.0 percent

4.0 - 5.5 percent, including
inflation

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

2.0 percent compounded annually,
used in determining the millage
rate under the funding policy
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Note 16 — Tax Abatements

City of Pascagoula, Mississippi
Notes to the Financial Statements

September 30, 2018

As of September 30, 2018, the City provides tax abatements through various state and local programs
subject to the requirements of GASB Statement No. 77. State programs are authorized through Section
§57-75-5(f) of Mississippi Code Ann. (1972) and local programs are authorized through resolutions by
the Jackson County Supervisors and City Council. These programs are as follows:

Program

Benefit

Eligibility Requirements

Fee-in-Lieu

A company may be approved by
local authorities to pay a fee in
lieu of standard property taxes.
This negotiated fee is valid for
10 years but cannot be less than
1/3 of the property tax levy.

The City may consider a fee-in-lieu
agreement when a company’'s private
investment in land, building(s) and
equipment exceeds $100 million.

Real and Personal Property Tax
Exemptions

An exemption from property
taxes on land, building and
equipment is available for up to
10 years. School taxes are not
exempt.

Eligible businesses include:
manufacturers, processors, research and
development facilities, refineries,
warehouse and distribution facilities,
data and information processing
companies and telecommunications and
technology-intensive industries. The
City Council must approve the
exemption.

Exemption on In-State Inventory

An exemption from property
taxes on finished goods that will
remain in Mississippi is
available. School taxes are not
exempt. Any taxes paid become
a direct credit to Mississippi
income tax.

Manufacturers, processors, distributors,
wholesalers or retailers are eligible. The
City Council must approve the
exemption.

Free Port Warehouse Exemption

An exemption from property
taxes paid on finished goods
inventories leaving Mississippi
is available. The exemption may
be for all property taxes and
may be perpetual.

The City Council must approve the
exemption.

Broadband Technology Tax
(income, franchise)

An exemption from state
income taxes and franchise fees
paid to local governments.

Approved by the State of Mississippi.

Total tax abatements as of September 30, 2018 are as follows:

Abatement
Period Assessed Estimated
Program Term Ends Value Tax Abated
Real and Personal Property Tax Exemptions 5 years 2018 $ 337450 $ 50,618
5 years 2020 2,949,550 442,433
5 years 2021 1,251,200 187,680
5 years 2021 1,429,740 214,461

Total tax abatements
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$ 5967940 $ 895,191
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