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I. REQUIRED SUPPLEMENTAL INFORMATION (PART A)



City of Vicksburg, Mississippi
Management’s Discussion and Analysis (MDA)

For the Year Ended September 30, 2003

The following discussion and analysis of the City of Vicksburg’s financial performance provides an
overview of the City’s financial activities for the fiscal year ended September 30, 2003. Readers are
encouraged to consider the information presented here in conjunction with the City’s financial
statements, which immediately follow this discussion and analysis.

FINANCIAL HIGHLIGHTS

Government-wide - The assets of the City exceeded its liabilities at the close of the fiscal year by
$110,775,369 (reported as “nct asscts™). Of this amount, $30,542,705 was rcported as “unrestricted net
assets”, which may be used to meet the government’s ongoing obligations to citizens and creditors.
Governmental activities’ net assets decreased during the fiscal year by $731,604 while business-type
activities’ net assets decreased by $1,171,719, resulling in a total net assets decrease of $1,903,323.

Fund Level - As of the close of the fiscal year, the City’s governmental funds reported combined
ending fund balances of $25,708,963, with $23,023,385 reported as unreserved fund balance. The
remaining balance of $2,685,578 was reserved for specific purposes. The proprietary funds reported
total net assets of $25,747,887.

Long-term Debt — During fiscal year 2003, the City issued debt instruments of $6,168,500. These debt

instruments were issued for utility system capital improvement. The City’s total debt rose to
$36,692,641, a net increase of $1,154,439.

USING THIS ANNUAL FINANCIAL REPORT

A government’s presentation of financial statements has greatly changed with the implementation of the
new Governmental Accounting Standards Board guidelines. This discussion and analysis serves as an
introduction to the City’s basic financial statements, which focus on the government as a whole
(government-wide), individual funds (fund financials) and the notes to the financial statements. Both
perspectives (government-wide and fund financials) allow the rcader to address relevant questions,
broaden a basis for comparison (year to year or government to government) and should enhance the
City’s accountability. This report also contains required supplementary information and other
supplementary information.



In light of the fact that this is a very different presentation of the City’s previous
general purpose financial statements, the following graphic is provided
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City of Vicksburg, Mississippi
Management’s Discussion and Analysis (MDA)

For the Year Ended September 30, 2003
Government-Wide Financial Statements

The government-wide financial statements are designed to provide the reader with a broad overview of
the City’s finances. These statements consist of the Statement of Net Assets and the Statement of
Activities, the later of which is one of the most important items added to the City of Vicksburg’s
financial report. Both of these statements are prepared using the flow of economic resources
measurement focus and the accrual basis of accounting. The current year’s revenues and expenses are
taken into account regardless of when cash is received or paid. See Tables 1 & 2 on pages 7 and 9.

The Statement of Net Assets and the Statement of Activities report two types of activities:

Governmental Activities - The governmental activities reflect the City’s basic services including
general government services (executive, judicial), public safety (fire, law enforcement,
emergency medical services), public works (street maintenance), sanitation, health and welfare
(mosquito control, human services), culture and recreation (parks and recreation and convention
center). These services are financed primarily with taxes.

Business-type Activities - The cost of providing goods or services to the general public, which is
financed or recovered primarily through user charges, is reported here. The City Water, Gas,
Sewer and Sanitation Funds are in this category of activities.

The Statement of Net Assets — The Statement of Net Assets presents information on all of the City’s
nonfiduciary assets and liabilities, with the differences between the two reported as “net assets”. Over
time, increases or decreases in the City’s net assets may serve as a useful indicator of whether its
financial position is improving or deteriorating,.

The Statement of Activities — The Statement of Activities presents information showing how the
governnent’s net assets changed during the most recent fiscal year. All changes in net asscts arce
reported as soon as the underlying event giving rise to the change occurs, regardless of the timing of
related cash flows. Therefore, revenues and expenses are reported in this statement for some items that
will only result in cash flows in future fiscal periods (i.e. Revenues - uncollected fines and

Expenses - earned but unused vacation leave).

This statement combines the expenses for all departments of the City into a few basic categories, which
tells the reader how much a particular service provided by the City costs, and shows how that service is
paid for. The change in net assets of the City may indicate whether the City will be able to continue to
provide the same level of services in the future.

This Statement of Activities condenses expense and funding information by combining the expenses of all
City departments into a few general categories of service for both the primary governmental activities and



City of Vicksburg, Mississippi
Management’s Discussion and Analysis (MDA)

For the Year Ended September 30, 2003
the business-type activities. The following explanation is given for those not familiar with reading the

Statement of Activitics. The Statement of Activities (see page 28) is divided into two scetions, Top and
Bottom as described below:

Top Section
e Column one lists the name of the combined generalized function or program of the City.

¢ Column two lists the expenses.
s Column three lists revenue from receipt of dollars charged for the service (if any).

¢ Column four lists (if any) State or Federal grant revenue specific to that program to be used
towards its operational expenses.

¢ Column five lists (if any) State or Federal grant revenue specific to that program to be used
towards its capital cxpenscs.

¢ Column six and seven, respectively for type either governmental or business, lists the dollar
amount, either net expense or net revenue, that is derived from the difference between program
revenues and its related expenses. The amount listed, shown in parenthesis “( )", indicates the
dollar amount of the expenses that are not covered by fees, charges, grants or contributions and
that must be paid from basic taxes.

¢ Column eight totals the respective row.
¢ The final row totals out the activities of the primary government.
Bottom Section
This section contains the following:
¢ General revenues dollars, under the same two categories of governmental or business-type
activities, that are received from taxes, non restricted grants and contributions and unrestricted

investment earnings or other miscellancous revenucs, such as gain on salc of assct.

o The change in net assets, derived from the difference of the total of activities (top section) less
revenues (bottom section).

¢ Net assets, beginning year balance along with one-time item adjustments due to implementing
the adoption of the new governmental accounting standards (GASB 34).

e Net assets-ending



City of Vicksburg, Mississippi
Management’s Discussion and Analysis (MDA)

For the Year Ended September 30, 2003

Fund Financial Statements

A fund is a grouping of related accounts that is used to maintain control over resources that have been
segregated for specific activities or objectives. Information about the City’s governmental funds begins
on page 30. The City uses fund accounting to ensure and demonstrate compliance with finance-related
legal requirements. The City’s funds are divided into two categories: governmental funds and
proprietary funds. These categories use different accounting approaches and should be interpreted
differently.

Governmental Funds - Most of the City’s general activities are reported in governmental funds.
Governmental funds are used to account for essentially the same functions reported as governmental
activities in the government-wide financial statements; however, governmental funds are accounted for
using the modified accrual basis of accounting and the flow of current financial resources measurement
focus. This approach focuses on near-term inflows and outflows of spendable resources, along with the
balance of spendable resources available at year-end.

The governmental fund statements provide a detailed view of the City’s near-term financing
requirements. Governmental funds include the General Fund, City Bond and Interest Debt Service Fund,
and the 2001 Public Improvement Capital Projects Fund, which are presented separately as major funds.
All other funds of the City are considered nonmajor funds and are combined into a single column on the
governmental fund financial statements.

Because the focus of governmental funds is narrower than that of the government-wide financial
statements, it may be useful to compare the information presented for governmental funds with similar
information presented for governmental activities in the government-wide financial statements. By
doing so, the reader may gain a better understanding of the long-term impact of the City’s near-term
financing decisions.

Proprietary Funds - The City maintains two types of proprietary funds: enterprise and internal service.
e [Enterprise funds charge fees for services to outside customers such as the water, gas, sewer
and refuse collection. They are accounted for using the flow of economic resources
measurement focus and the accrual basis of accounting and are used to report the same
functions presented as business-type activities in the government-wide financial statements.

e Internal service funds provide vehicle maintenance services to other City departments on a
cost reimbursement basis. Because these services primarily benefit governmental rather than
business-type functions, they have been included in governmental activities on the
government-wide financial statements.

Proprietary funds provide the same type of information as the government-wide financial statements,
only in more detail.



City of Vicksburg, Mississippi
Management’s Discussion and Analysis (MDA)

For the Year Ended September 30, 2003
Notes to the Financial Statements

The notes provide additional information that is essential to a full understanding of the data provided in
the government wide and fund financial statements. The notes to the financial statements are a required
part of the basic financial statements and can be found in the basic financial statements section of this
report.

GOVERNMENT-WIDE FINANCIAL ANALYSIS

Statement of Net Assets Analysis (Table 1):

For the year ended September 30, 2003, the City’s combined assets (governmental and business-type
activities) totaled $155.8 million dollars. Government-wide financial statements have not been prepared
for the previous year; hence, no comparison can be made to reflect an increase or decrease. Such a
comparison will be very helpful in the future, reflecting the City’s ability to provide uninterrupted
services to the public.

The largest portion of the City’s net assets, 70.1% or $77.6 million dollars, consist of its investment in
capital assets such as land, buildings, furniture and equipment, improvements-other and infrastructure,
less any debt used to acquire those assets that is still outstanding. The City uses these capital assets to
provide services to citizens; consequently, these assets are not available for future spending. Although
the City’s investment in capital assets is reported net of related debt, it should be noted that the
resources needed to repay this debt must be provided from other sources, since the capital assets
themselves cannot be used to liquidate these liabilities.

The total net assets of the City equaled $110.7 million dollars after deducting total liabilities of $45.1
million dollars from total assets.

Restricted net assets, $2.6 million dollars, represent resources that are subject to externally imposed
restrictions. This figure comprises 2.3% of total net assets.

The remaining balance of unrestricted net assets, $30.5 million dollars, or 27.6% percent, may be used
to meet the City’s ongoing obligations to citizens and creditors; however, internally imposed
designations of certain resources further limit the purposes for which those net assets may be used. As in
the previous fiscal year, the City is able to report positive balances in all three categories of net assets
for the City as a whole, as well as both governmental and business-type activities.

Major additions were made to governmental activities’ capital assets due to the addition to the
infrastructure category as required by GASB 34. See Note 6 in the Notes to Financial Statements
section.



City of Vicksburg
Table 1
Statement of Net Assets
September 30, 2003
(In Millions of Dollars)

Governmental Business-type
Activities Aectivities Total
Assets
Current and Other Assets 29.6 10.1 39.7
Capital Assets 85.8 303 116.1
Total Asscts 115.4 40.4 155.8
Liabilities
Current and Other Liabilities 7.8 2.6 10.4
Long Term Liabilities 22.6 12.1 34.7
Total Liabilities 30.4 14.7 45.1
Net Assets
Invested in Capital Assets, Net of
Related Debt 60.1 17.5 77.6
Restricted-Debt Service 24 2 2.6
Unrestricted 22.5 8.0 30.5
Total Net Assets 85.0 25.7 110.7

*Note: This table consists of information from the Statement of Net Assets expressed in millions to assist in reading the following Analysis of the Net
Assets.



City of Vicksburg, Mississippi
Management’s Discussion and Analysis (MDA)

For the Year Ended September 30, 2003
Statement of Activities Analysis (Table 2):

The total expenses of the City in the amount of $45.78 million exceeded the total revenues of $43.87
million by $1.91 million. The business-type activities of the City accounted for $1.18 million of this
deficiency amount. The governinental activities expenses excecded revenues by approximately
$732,000. The City transferred approximately $313,000 from the general fund to the water fund. This
$313,000 accounted for almost half of the $732,000 deficiency of the governmental revenue shortage.

The major governmental programs of service provided by the City, its cost and percentage of general
cost activities are as follows:

General government, $5.61 million, 18 %

Public safety, $13.98 million, 45 %

Public works, $5.78 million, 19 %

Culture and recreation, $3.07 million, 10%

e Health, welfare and sanitation, $1.10 million, 1%

Included also are interest and fiscal charges with costs of $1.13 million, representing 4% of the total
cost.

The cost of the services provided by the City of Vicksburg is partially paid by the recipient of those
services by charging for some or all of its associated cost. Revenues from charges for services totaling
$16.42 million are primarily in the business-type activities, which include the water, gas, sewer utilities
and the sanitation services. Police fines and charges for emergency medical services (ambulance) make
up a large portion of the program revenues for the governmental activities. The balance of the cost 1s
paid for with taxes collected directly from the taxpayers of the City along with taxes and revenue from
other governments. The general revenues of the City consist of the following:

e Property taxes, $8.33 million, 33%
e Franchise taxes, $8.79 million, 35%
e Public service taxes total, $6.47 million, 26%

The final 6% of revenues comes from the sale of assets, interest earnings and other miscellaneous
sources. See Table 3 titled “Government Wide Revenues” on page 10 of the MDA.



City of Vicksburg
Table 2

Statement of Activities
For the Year Ended September 30, 2003

(In Millions of Dollars)
Governmental Business-type
Activities Activities Total
Revenues
Program Revenues
Charges for Services
Governmental Activities 3.04 3.04
Water Utility 3.23 3.23
Gas Utility 5.65 5.65
Sewer Utility 3.24 3.24
Refuse, Sanitation Fund 1.26 1.26
Operating Grants and Contributions 1.45 1.45
Capital Grants and Contributions 45 10 .55
Total Program Revenues 4.94 13.48 18.42
General Revenues:
Property Taxes, levied for General Purposes 6.08 6.08
Property Taxes, levied for Debt Service 2.25 2.25
Franchise Taxes 8.79 8.79
Public Service Taxes 6.47 6.47
Grants and Entitlements not Restricted
to Specific Programs .03 .03
Unrestricted Investment Earnings 34 .04 38
Miscellaneous .18 .18
Total General Revenues 24.14 .04 24.18
Total Revenues 29.08 13.52 42.60
Functions/Programs Expenses:
General Government 5.601 5.601
Public Safety 13.98 13.98
Health, Welfare and Sanitation Services 1.10 1.10
Public Works 5.78 5.78
Education .10 10
Culture and Recreation 3.07 3.07
Interest and Fiscal Charges 1.13 1.13
Total Business Related Expense 15.01 15.01
Total Expenses 30.77 15.01 45.78
Decrease in Net Assets before Transfers and
Special Items (1.69) (1.49) (3.18)
Special Item-Gain on Sale of Assets 1.27 1.27
Transfers (.31) 31 0
Change in Net Assets (.73) (1.18) (1.91)

*Note: This table consists of information from the Statement of Activities expressed in millions to assist in reading the following Analysis of the Activities.



City of Vicksburg
Table 3
Government Wide Revenues
For the Year Ending September 30, 2003

Types of Government Wide Revenues Revenues Percent
Charges for Services 16,424,319 37.43%
Property Taxes, levied for General Purposes 6,083,167 13.86%
Property Taxes, levied for Debt Service 2,245,815 5.12%
Franchise Taxes 8,790,680 20.04%
Public Service Taxes 6,473,702 14.75%
Grants and Entitlements 2,027,474 4.62%
Unrestricted Investment Earnings 377,501 0.86%
Miscellaneous 179,245 0.41%
Special Item-Gain on Sale of Assets 1,273,962 2.90%
Total Government Widc Revenues 43,875,865

Government Wide Revenues

® Special ltem-Gain on Sale of
M Miscellaneous  Assets
0% %

B Unrestricted Investment
Earnings
1% e == =

W Grants and Entitlements
5% ® Charges for Services

37%

m Public Service Taxes
15%

B Franchise Taxes
20%

B Property Taxes, levied for @ Property Taxes, levied for
Debt Service General Purposes
5% 14%

O Charges for Seivices

m Property Taxes, levied for Generat
Purposes

8 Property Taxes, levied for Debt
Service

& Franchise Taxes

® Public Service Taxes

® Grants and Entitlements

B Unrestricted Investment Earnings

W Miscellaneous

B Special Item-Gain on Sale of Assets
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City of Vicksburg
Table 4

Government Wide Program Expenses
For the Year Ending September 30, 2003

Functions/Programs Expenses

General Government

Public Safety, Protection of Persons and Property
Health, Welfare and Sanitation Services

Public Works

Education

Culture and Recreation

Utilities: Water, Gas, Sewer and Refuse

Interest and Fiscal Charges

Total Expenses

Expenses

5,613,921
13,977,220
1,099,929
5,780,291
95,013
3,067,051
15,013,420
1,132,343

45,779,188

Percent

12.26%
30.53%
2.40%
12.63%
0.21%
6.70%
32.80%
2.47%

Government Wide Program Expenses

Interest & Fiscal

Charges, 2% ‘\\  General

" Govemnment, 12%

Utilities: Water, Gas,
Sewer & Refuse, 33% ~__

Public Safety,

-~ Protection of Persons |

& Property, 31%

© Culture & i
Recreation, 7%

e

Education, 0%/
._ . Health, Welfare &
Sanitation Services, 2%

Public Works, 13%
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City of Vicksburg, Mississippi
Management’s Discussion and Analysis (MDA)

For the Year Ended September 30, 2003
THE CITY’S FUNDS ANALYSIS
General Fund Budgeting Highlights (See page 62)

The City amended the budget several times during the year. The final revenue budget $25.07 million
and the actual collections totaled $25.17 million. The major change for the General Fund budgeted
revenue was the reduction of the estimate for total fines to be collected. The reduction amounted to
$200,000 due to a new debt collection agency not having been selected and the allowance for fines that
are reduced in exchange for community work.

The intergovernmental revenue category included $1 million for an anticipated street improvement and
major traffic light improvement project to be funded by a Surface Transportation Improvement Program
Fund (STIPF) grant through the Mississippi Department of Transportation (MDOT). The traffic light
project was scaled back and the street improvement project was not started. The funds allocated to the
City of Vicksburg by MDOT are still available to the City for other projects. The capital outlay
expenditure category reflects the funds as unexpended.

The $35,176 variance in the General government expenditure category is due to the under estimation of
accrued expenses for the last month of the fiscal year. (See required supplemental information Budget
Comparison Schedule (page 62). In addition, the variance in the Public Safety expenditure category
relates to money allocated for personnel positions that were not filled during the fiscal year.

The variance in proceeds from capital leases was due to a lease financing agreement being delayed and
the lease funds were received in the year ended September 30, 2003, rather than in the 2002 fiscal year.

The final amended General Fund expense budget totaled 31.84 million dollars.

Capital Assets and General Long-Term Obligations

Capital Assets

General capital assets include land, improvements to land, buildings, vehicles, machinery and
equipment, infrastructure, and all other tangible assets that are used in operations and that have initial
useful lives greater than one year and exceed the capitalization threshold. The City has capitalized all
purchased general capital assets.

The most significant changes in reporting standards for capital assets under GASB 34 is in the recording
of infrastructure such as roads, bridges, sidewalks and other non-building improvements such as ball-

fields, playgrounds, etc. A separate fixed asset inventory record is now maintained for each item of
capital asset. Prior to the implementation of the new reporting model, no depreciation was charged on

12



City of Vicksburg, Mississippi
Management’s Discussion and Analysis (MDA)

For the Year Ended September 30, 2003
Capital Assets-Continued

general capital assets. Accumulated depreciation was recorded for the first time based on the date of
acquisition and the estimated life span of the asset.

Easements and donated or dedicated right of way (those placed into the government’s maintenance
through contributions from private development) are not capitalized in this financial presentation. The
City plans to record all easements in the next two fiscal years.

For the year ended September 30, 2003, governmental activities capital assets totaled
$142,513,968 with accumulated depreciation of $56,703,076 leaving a net capital assets balance of
$85,810,892.

Business-type activities capital assets for year ended September 30, 2003 totaled $54,557,636 with total
accumulated depreciation of $24,227,658 leaving a net business-type capital assets balance of
$30,329,978.

See Note 6 of the “Notes to Financial Statements”, for a breakdown of the individual categories with its
beginning balance, additions, retirements and ending balance.

City of Vicksburg
Capital Assets, Net of Depreciation
September 30, 2003
Governmental Business-Type
Activities Activities Total

Land 9,046,968 473,130 9,520,098
Buildings (includes Construction in "
Progress) 18,075,866 28,170,357 46,246,223
Furniture and Equipment 4,388,422 1,686,491 6,074,913
Improvements Other than Buildings 5,388,342 0 5,388,342
Infrastructure 48,911,294 0 48,911,294

Total Capital Assets 85,810,892 30,329,978 116,140,870
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City of Vicksburg, Mississippi

Management’s Discussion and Analysis (MDA)

For the Year Ended September 30, 2003
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City of Vicksburg, Mississippi
Management’s Discussion and Analysis (MDA)

For the Year Ended September 30, 2003

General Long Term Obligations

A General Obligation (GO) bond is a bond that is backed by the full faith and credit of the City; and
although not required, usually means that a tax levy will be assessed to repay the debt.

Most GO bonds issued by the City are repaid within ten years. This timely repayment helps to hold
down interest cost on debt and enhances the City's credit rating. The quick repayment also gives the
City great flexibility in financing the future needs of the City. The City of Vicksburg has a credit rating
issued by Moody’s Investors Service of “A2”.

Limits on Debt

The City of Vicksburg is subject to a general statutory debt limitation under which the City may not
incur general obligation bonded indebtedness in an amount, which shall exceed fifteen percent (15%) of
the assessed value of the City’s taxable property. (Bonds issued for utility system improvements are not
subject to the fifteen percent (15%) limit.)

The City’s current fifteen percent (15%) limit is thirty nine million, eight hundred and thirty-nine
thousand dollars ($39,839,000). At fiscal year ended, September 30, 2003, bonds issued by the City,
subject to the fifteen percent (15%) debt limit, was $25,280,000.

State law imposes an overall debt limit on municipalities of twenty percent (20%) of the assessed value
of the taxable property within the City. At September 30, 2003, the twenty percent (20%) limit for the
City of Vicksburg was fifty three million, one hundred and eighteen thousand dollars ($53,118,000).
The City’s total outstanding bonds, subject to this overall debt limit, were twenty seven million, one
hundred and fifty thousand dollars ($27,150,000). The City of Vicksburg has the ability to issue an
additional amount of twenty five million, nine hundred and sixty-eight thousand dollars ($25,968,000).
This figure represents forty nine percent (49%6) of the City’s total bonding capacity.

See Note 7 of the “Notes to Financial Statements”, for more detailed information about our long-term
liabilities.

15



City of Vicksburg, Mississippi
Management’s Discussion and Analysis (MDA)

For the Year Ended September 30, 2003

Statutory Debt Limits
September 30, 2003
Twenty Fifteen
Percent Percent
(20%) 15%)
Debt Limit Percent Debt Limit Percent

Total Statutory Debt Capacity 53,118,000 39,839,000
Current Outstanding Debt, subject to limit 27,150,000 51.11% 25,280,000 63.45%
Balance of Bonding Capacity 25,968,000 48.89% 14,559,000 36.55%

General Obligation Bonds Debt Limit
$ 39,839,000

Balance of
Bonding
Capacity

$14,559,000

0,
37% Current

Qutstanding
Debt, subject to
limit
$25,280,000
63%

\_ia Current Outstanding Debt, subject to limit ~ m Balance of Bonding Capacity

Total Debt Limit

$ 53,118,000
Balance
$25,968,000
49% $27,150,000
51%
Current
Qutstanding

Current Outstanding Debt, subject to limit @ Balance of Bonding Capacity
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City of Vicksburg, Mississippi
Management’s Discussion and Analysis (MDA)

For the Year Ended September 30, 2003
Bonds

Listed below are the outstanding GO bonds of the City with the original amount, purpose and the
amount of outstanding debt.

e The 1995 issue for $7.7 million was used for sanitary sewer improvements, outstanding $1.87
million.

e The 1996 issue in the amount of $10 million was used to construct the convention center,
outstanding $3.56 million.

e The 2001 issue for $17.5 million is being used for downtown redevelopment, recreation
facilities, street improvements, sidewalk and landscaping improvements, outstanding $16.04
million.

e The 2003 issue for $5.8 million will be used for water, gas and sewer improvements, outstanding
$5.8 million.

e The 1996 issue for $1.5 million through the Mississippi Business Investment Act (MBIA) was
used for the expansion of a local industry and secured by a non-revocable letter of credit,

outstanding $800 thousand.

TIF

Tax Increment Financing Bonds are used by the City to encourage development by providing the
necessary infrastructure for a development project. The increased taxes are pledged by the City to repay
the debt. The City does not pledge the full faith and credit of the City to repay the TIF bonds. The City
is not obligated to repay the debt if the tax increment is insufficient to make the annual payments.

The City issued three Tax Increment Financing (TIF) bonds between 1991 and 1999. The outstanding
balance for all three of the issues is $1.6 million.

State Loans

The City made three state loans in 1995, 1996 and 2003 for sewer improvements with a total
outstanding balance of $4.5 million.

17



City of Vicksburg, Mississippi
Management’s Discussion and Analysis (MDA)

For the Year Ended September 30, 2003

In 1996, the City made a loan from the State Department of Economic and Community Development for
lime sludge disposal equipment for the water treatment plant. The balance outstanding for September

30, 2003 is $586 thousand.
Future Long Term Obligation

The City is in the process of refunding the 1994 Water Revenue bonds. Plans are to refund the revenue
issue with general obligation bonds, which will remove the restrictions on debt reserves.

The City has adopted a Tax Increment Financing plan to develop an area adjacent to the Halls Ferry
Road for a Home Depot store and a strip mall. The City has pledged to issue up to $900 thousand to
make necessary infrastructure improvements.

The State of Mississippi has approved a loan from the Water Pollution Control Revolving Loan Fund to
provide sanitary sewer service to areas in south Vicksburg and to make sewer treatment plant
improvements. The City is in the process of acquiring the necessary easements for the projects and
submitting for approval the final plans and specifications to the Mississippi Department of
Environmental Quality. The loan amount is $4.2 million at 1.75 % interest, which does not accrue until
all of the projects are completed. The projected completion date and the repayment start date is
November 2005.

City of Vicksburg
Long Term Obligations
September 30, 2003
Business-
Governmental Type
Actlvities Activities Total

General Obligations Bonds 21,466,962 5,800,000 27,266,962
Revenue Bonds 1,890,000 1,890,000
State Loans 5,125,679 5,125,679
Tax Increment Financing (TIF) Bonds 1,610,000 1,610,000
Misstssippi Business Investment Administration

Bonds 800,000 800,000
Total Long Term Obligations 23,876,962 12,815,679 36,692,641
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City of Vicksburg, Mississippi
Management’s Discussion and Analysis (MDA)

For the Year Ended September 30, 2003

Revenue section highlights

General revenues, net of transfers for the governmental funds totaled $28.8 million for the fiscal year.
The Bond and Interest Fund income for the year was $4.7 million in taxes, interest earnings, and
transfers. The City transferred $2.5 million from the General Fund to the Bond and Interest Fund. At
the end of each fiscal year, the City evaluates the General Fund’s fund balance and if feasible; the
amount necessary to pay the next fiscal year’s 2001 Public Improvement Bond debt is appropriated to
the Bond and Interest Fund, rather than increasing taxes. The other funds of the Governmental Funds
revenues totaled a combined $1.35 million.

‘The largest components of the General Fund revenue are as follows:

Three Largest Revenue Groups Millions | Percent
Gaming taxes and use of City property by a casino $7.7 30.5%
Sales taxes 18.5% of the state 7% sales taxes on sales in City $6.4 25.4%
Property taxes: real estate, business, public utilities, auto $6.1 24.2%

In July of 2003, sales tax receipts reversed its downward trend, which had started in August of 2002.
The following chart shows the percentage change by month for the preceding twelve months sales tax
collections for the year ending September 30, 2003:

Sales Tax Re\/éhue
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City of Vicksburg, Mississippi
Management’s Discussion and Analysis (MDA)

For the Year Ended September 30, 2003

Sales tax revenue for the past five years:

Sales Tax Revenue
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Utility System Revenues

In January 2003, the City implemented utility rate increases at fifteen percent (15%) for water and
twelve percent (12%) for gas. The new water rates impose higher minimum rates for customers with

larger meters, which will improve revenues.

The City is also currently in vontract tv replace all water and gas meters with ncw cquipment that can be
read with radios. This process involves the replacement of old inaccurate meters and the installation of
radio reading devices. These two items in this contract will greatly improve the accuracy of monthly
usage, thus improving revenues. In addition, the City is taking steps to stabilize the purchase price of
natural gas by formulating an automatic purchased gas adjustment rate formula to adjust gas rates
according to the fluctuation of gas cost on a monthly basis.

Prospects for the future of the Water and Gas Funds are positive with the current actions taken through
these projects.



City of Vicksburg, Mississippi
Management’s Discussion and Analysis (MDA)

For the Year Ended September 30, 2003
Capital Improvements

In 2001, the City of Vicksburg issued seventeen and a half million ($17.5 million) dollars in bonds.
With this bond issue, the City continues today to make capital improvements through major projects
including Downtown Urban Renewal, City Street Repaving, Landscaping, Sidewalks and Recreation.

The Downtown Revitalization Project is the largest project involving the downtown area in over thirty
(30) years. This project included major changes in a four block stretch of street and sidewalk along
Washington Street, the main thoroughfare traveling north south along the west end of Vicksburg and
located within the Downtown Business District. The major changes include a new layer of asphalt
topped with brick covering the street, concrete sidewalks, new lighting, signage and landscaping.

Resurfacing of City streets is forefront in this administration’s agenda seeking to not only manage ever
changing surface conditions but also to invest in minimizing damage claims occurring due to an overall
aging road surface. The City is committed to protecting this community’s long term financial resources,
as well as providing for safe routes to and from work, school, shopping. church and recreation.

The current administration is investing, with the use of bond issues, in capital improvements to
landscape main corridors and scenic routes throughout the City, as well as, major capital improvements
to sidewalks along routes sightseeing tourist most frequently walk during visits to local museums and
shops. Additionally, the major capital improvement investments of this bond issue for sidewalks and
landscaping also include old neighborhoods of Vicksburg encouraging an influx within the community
from the county, as well as seeking new residents for this retirement community.

Major capital improvements, using bond issue money, are also allocated for recreation, such as new
softball and soccer fields, allowing for the expansion of facilities in one multi-sport location. This will
aid City residents, both youth and adults, by cutting down on travel from one location to the next and
facilitate in minimizing the escalating cost of maintenance.

Current capital improvement project areas and allocated dollars are as shown below:

Downtown: $10.8 million

Streets: $ 4.3 million

Landscaping and Sidewalks: $ 1.4 million

Recreation: $ 1.0 million
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City of Vicksburg, Mississippi
Management’s Discussion and Analysis (MDA)

For the Year Ended September 30, 2003
Capital Improvements-Continued

The current administration has chosen not to increase City taxes for repayment of this bond issue but
instead to repay this loan by using general fund surplus dollars. This decision is subject to change by
annual evaluation of the City’s financial status.

CONTACT INFORMATION

Financial reports of the City of Vicksburg are for use by residents as well as groups and entities, such as
investors and creditors, to assess the financial condition of the City.

The citizens of Vicksburg should be able to use the reports to tell them how their taxes and fees for
services have been used and to determine if their taxes or fees for services will increase. The citizens
should also be able to assess the City’s ability to continue the services which the citizens desire and if
the City is making proper financial decisions to insure that the infrastructure of the City is being
maintained.

Investors and creditors have a need for proper financial reports to evaluate the financial condition of the
City. Investors need assurances of a sound financial condition when making decisions to provide the
financing needs of the City or to invest directly in the City. Citizens benefit by the City having the most
favorable credit rating.

For more information regarding this report and the City of Vicksburg’s financial condition, contact the
City Clerk’s office located at 1401 Walnut Street, Vicksburg, MS. Phone: 601-634-4553 or
E-mail: Waltero@vicksburg.org. You may also visit the City’s website at www.vicksburg.org.
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May & Company

A Limited Liabilisy Partership

WE BRING EXCELLENCE AND INNOVATION TO THE EQUATION

INDEPENDENT AUDITOR’S REPORT

Honorable Mayor and Board of Aldermen
City of Vicksburg, 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 City of Vicksburg, Mississippi, as of
and for the year ended September 30, 2003, which collectively comprise the City’s basic financial statements as
listed in the table of contents. These financial statements are the responsibility of City of Vicksburg, Mississippi's
management. Our responsibility is to express opinions on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of America
and the standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements ar¢ free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit
also includes assessing the accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe that our audit provides a reasonable basis for
our 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 Vicksburg, Mississippi, as of September 30, 2003, and the respective
changcs in financial position and cash flows, where applicable, thercof for the yecar then ended in conformity with
accounting principles generally accepted in the United States of America.

As described in Note 1, the City has implemented a new financial reporting model, as required by the provisions
of GASB Statement No 34, Basic Financial Statements—and Managemenl 's Discussion and Analysis-for State
and Local Governments, as of September 20, 2003.

In accordance with Government Auditing Standards, we have also issued our report dated May 14, 2004, on our
consideration of the City of Vicksburg, Mississippi’s internal control over financial reporting and on our tests of
its compliance with certain provisions of laws, regulations, contracts, and grants. That report is an integral part of
an audit performed in accordance with Government Auditing Standards and should be read in conjunction with
this report in considering the results of our audit.

The management’s discussion and analysis and budgetary comparison information on pages 1 through 22 and 61
through 64, are not a required part of the basic financial statements but are supplementary information required by
accounting principles generally accepted in the United States of America. We have applied certain limited
procedures, which consisted principally of inquires of management regarding the methods of measurement and
presentation of the required supplementary information. However, we did not audit the information and express
no opinion on it.

CERTIFIED PUBLIC ACCOUNTANTS AND CONSULTANTS

110 MONUMENT PLACE » PosT OFFicE Box 821568 « Vicksauna, Mississirp! 39182-1568 « TELEPHONE (601) 836-4762 « FAX (801) 636-9476
emall: infotine @maycpa.com ¢ website: www.maycpa.oom



Honorable Mayor and Board of Aldermen
City of Vicksburg, Mississippi

Page Two

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise
the City of Vicksburg, Mississippi’s basic financial statements. The accompanying schedule of expenditures of
federal awards is presented for purposes of additional analysis as required by U.S. Office of Management and
Budget Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations, and is not a required
part of the basic financial statements. Such information has been subjected to the auditing procedures applied in
the audit of the basic financial statements and, in our opinion, is fairly stated, in all material respects, in relation to
the basic financial statements taken as a whole.

Vg Loampamny
4

Vicksburg, Mississippi

May 14, 2004
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Statement of Net Assets

ASSETS
Cash and cash equivalents
Investments
Receivables
Internal balances
Duc from other governmental agencies
Inventories
Other assets
Capital assets:
Land, improvements and construciton in progress, not
being depreciated
Infrastructure and infrastructure in progress, net of
depreciation
Buildings, net of depreciation
Equipment and furniture, net of depreciation
Other capital assets, net of depreciation
Total capital assets
Total assets

LIABILITIES
Accounts payable and accrued expenses
Due to other governmental agencies
Other liabilities
Due within one year
Bonds, capital leases and contracts
Accrued interest
Claims and judgments
Due in more than one year
Bonds, capital leases and corntracts
Compensated absences
Total liabilities

NET ASSETS
Invested in capital assets, net of related debt
Restricted for:
Debt service
Unrestricted
Total net assets

The accompanying notes are an integral part
of this statement.

City of Vicksburg

September 30, 2003

Governmental Business-type

Activities Activities Total
$ 25,216,228 9,626,378 34,842,606
1,451,769 - 1,451,769
888,971 717,785 1,606,756
304,050 (304,050) -
1,575,125 - 1,575,125
46,058 - 46,058
112,094 56,501 168,595
9,046,968 811,755 9,858,723
48,911,294 - 48,911,294
18,075,866 27,831,732 45,907,598
4,388.422 1,686,491 6,074,913
5,388,312 - 5,388,342
85,810,892 30,329,978 116,140,870
3 115,405,187 40,426,592 155,831,779
$ 3,331,797 1,694,960 5,026,757
233,756 - 233.756
4,406,340 902,746 5,309,086
43,135 - 43,135
189,679 29,027 218,706
21,275,130 11,912,936 33,188,066
897,866 139,036 1,036,902
30,377,703 14,678,705 45,056,408
60,129,422 17,514,296 77,643,718
2,399,946 189,000 2,588,946
22,498.116 8,044,591 30,542,707
3 85,027,484 25,747,887 110,775,371
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City of Vicksburg

Reconciliation of the Governmental Funds Balance Sheet to the Statement of Net Assets

September 30, 2003

Total fund balance, governmental funds

Amounts reported for governmental activities in the Statement of Net Assets
are different because:

Capital asscts used in governmental activities are not current financial
resources and therefore are not reported in this fund financial statement, but
are reported in the governmental activities of the Statement of Net Assets.

Certain other long-term assets are not available to pay current period
expenditures and therefore are not reported in this fund financial statement,
but are reported in the governmental activities of the Statement of Net Assets.

The assets and liabilities of certain internal service funds are not included in
the fund financial statement, but are included in the governmental activities of
the Statement of Net Assets.

Some liabilities (such as Notes Payable, Capital Lease Contract Payable, Long-
term Compensated Absences, and Bonds Payable ) arc not due and payable in
the current period and are not included in the fund financial statement, but

are included in the governmental activities of the Statement of Net Assets.

Net Assets of Governmental Activities in the Statement of Net Assets

The accompanying notes are an integral part
of this statement. 32

25,708,963

85,788,262

293,577

35,685

(26,799,003)

85,027,484
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City of Vicksburg
Reconciliation of the Statement of Revenues, Expenditures, and Changes in Fund Balances of Governmental

Funds to the Statement of Activities
For the Year Ended September 30, 2003

Net change in fund balances - total governmental funds: $ (10,379,926)

Amounts reported for Governmental Activities in the Statement of Activities are
different because:

Governmental funds report outlays for capital assets as expenditurcs because such

outlays use current financial resources. In contrast, the Statement of Activities

reports only a portion of the outlay as expense. The outlay is allocated over the

assets' estimated useful lives as depreciation expense for the period. This is the

amount by which capital outlay of $9,561,576 exceeded depreciation of $4,505,107

in the current period. 5,056,469

Governmental funds do not present revenues that are not available to pay current
obligations. In contrast, such revenues are reported in the Statement of Activitics
when camed. 293,577

Governmental funds report bond proceeds as current financial resources. In contrast,

the Statement of Activitics treats such issuance of dcbt as a liability. Governmental

funds report repayment of bond principal as an expenditure. In contrast, the

Statement of Activities treats such repayments as a reduction in long-term liabilities.

This is the amount by which proceeds exceeded repayments. 4,212,979

Some expenses reported in the statement of activities do not require the use of current
financial resources and these are not reported as expenditures in governmental funds:

Accrued interest not reflected on Governmental funds 43,577

Accrued compensated absences not reflected on Governmental funds (64,103)

Accrued claims and jugdments not reflected on Governmental funds 105,823
Change in net assets of governmental activities $ (731,604)

The accompanying notes are an integral part
of this statement. 34



PROPRIETARY FUNDS

35



‘juswae)s s1y) jo ped [erdayir ue are sajou Suwrfuediroooe oy,

SYUBUIAE)S [EIOUR APIA-IUSURLAA0E) Jad sjasse jall (mo],

'S)RSSY (0N JO JUSISIRLS S JO SANIANIY ssaulsng]

3} Ul PAPNOUL 218 INg “JUSWISIE)S [BIOUBUL] PUNJ SY) UL POPTOUT JOU S8 SPUNJ 90TAIDS [RUISNUT T1ELIS0 JO SANITIqRI] puR s}asse atj],

9¢
L88LYLST $
C89°CE L8STLYL'CT $ OLYSE $ TET6PS L1 $ 787°89C°¢ $ ¥98765°0L 3
$89°CE 1659508 01¥°sE yS1¥IET £68°v$9°T PEIOVO'E
- 000681 - - - 000°681
- 96TP1S°LL - LLE'VETS 68S°E16 0EL'S9E’L
LIT'9E LYTOLT ST £21°96 610°8€8°S EFT66£T 7£8°9€6°9
656°11 TL6T1S0°TL - £79°68T°S L96°L8Y'T VLTS
- 9E6'TI6TL - LEE'EYT'S 00€°9T+°1 66TEVT'S
65611 9E06EL - 90£°9y L9919 £90°1€
8STHT SLTBITE £21°96 90b8¥S 9LT116 0LYT99'T
- 9FLT06 - 8L9°TEE 00L°EL 89€° 961
881°1 LTO6T - 906°8 PEI°ET LT69
- 686°186 - SL8 009°€LS PISLOY
9TTT WE168 01LT 600°L 0181 £66°6LS
PrL0T 1L6TIL €17'e6 8€6°861 T16'84T 80L[L1
[ PELRIOTY £ECTEL ORT°LRELT STLLY6S 9691 £6°L1
0£9'TT 8L6°6TL0E - T66'018°F1 685°C1F'T L6ESOEE]
(€SH°9ED) 8S9°LITYD - (S66°3LE6) (669°896°1) (F96°6L8°6)
£80°6S1 686°08T°¢ - TLTTO8 LO6°T06 018°9LS
- 16L°€91 - - £71°701 809°19
- ST9REE - 9LSLTT - [SONTR
- 171°10£°0S - 909798°TT 8E6'¥HT9 L6S°161°1T
- 0£T°eLY - ££6°66T 00€°€€T L6T Y
TLI6Y 9G1°889°D1 £ECTEL 8819487 9E145S°E 667°9THy
- 10679 - 9551 68€°1€ 96$°T1
15€91 - - - - -
LIF'RT TEHL]T FEO°T - BSH 98T -
- S8LLIL 11Lv8 919°0¢Y 89878 0657611
POty 8LL9T56 $ 88L°SY $ 910°CE1'T $ 1Tyest'e $ ESTHOTY $
spuny oL spunyg puny JPAMag puny sen puny I9jep\
Ou-_?_vvﬂ Jew)yu]
SOMIAIY spuny asuadiajug
JEIUPURLIDAGD) saprapay ad£ ] -ssousng
£00Z ‘0 quandog
spunyg Kaepndorg
S13SSY JAN] JO JUBUIAJE)S

BIngsIIA Jo L1

Sjasse 13l [R0 ]
pajoLnsariny
Q01AIS )qP I0] PAILISTY
1Gap PAYR[a J0 13U ‘51asSE [RidR UL Pojsasl]
SLASSY LAN

SonI[Iqel {@o],
SONI[IqPI] JUSLINO-UOU [RJO],
qqeAed surof pue sajou ‘spuog
s30uasqr pajrsuaduor)
QTHITIQET] JULINO-UON
SIIIGEL] WL [eI0 ],
gqeAed sueoj pue s510U ‘spuog
syuswiBpnl pue swief)
sasuadxa pariooe O
spuny Yo 0} an(J
s]qeded sjunocooy
“S3NYIQRLT TUBLINy
SALLITIGVIT

§)asse [v10],
§]25$B JUATINO-UOU [RIO],
uonwoa1dep pajenuNooe s
oanymumy pue wawdinbgy
SBUIp]Hig
ssaiBoxd ur uononnsuoy
wasds Amnp)
sjuswoAcxduit pue puef
1513858 [eyIde;
:$)OSSB JUALINA-TON

$)9SSB JUALIMO [#J0],
sosuadxa predorg
S3UOJUSAUY
Spuny JoY)o Wol) angg
13U “9[(RAIIOS] SIUNOODY
sjuajeAInbs yseo pue yse)
ESS ALY

SLASSY




L€ uata s suyp) jo ped jeideiu ur a1 sejou SwAuednosoe ay g,

(GILTLT'T) $ SIUOWISBLS JRIOUZULY OPIA -TUSUNIIDACN Jod $10sSY JON UT SaniaNoy od£ I ~ssoutsng m aguen)

- ONIANOY ssousng yis popodol St SPUILy OIS [RWINUL ULELAD Jo (3suadxa)
INUDADY JOU Y 'SPUNJ [ENPTATPUT 0] SSTITATIOZ UTLIISD JO SIS0 S} 95 Ted 0} Juowogeurur ) Pasn SIe SPUnJ 20IAISS [EUIA)UT

GILTILITD a10qe 10d ‘spsse pu u a5uey)
$89%5¢ $ L88'LYL'ST $ 01t'Se $ TET4PSTT $ 78h°895°¢ $ 79876501 $ Surpus - s)0ssE 10U [€10],
$89%5E 909°616°9T 806°1S LETICO'TT OPSELEF $E8°LS80T Surum3aq - sjs5€ 10U [R10],
- (6ILTL1'D) 86'91) +E871S F90'sor' D) (166°290) SJeSSE 10U UL 23Uy
- 86S°CTE - - - 365°€1€ UL SIJSURL],
- L68°G01 - L6801 - - suopnqiuoo ende))
- F1Z°165°1) B6¥'91) LEG'I0Y #90°s0+' D) (685°9LS) SIOJSUEN) PUE SUOINGLITO0D 230J0q (SSOT) SWeOU]

- (161'967) - (¥807761) 16767 (36€€€D) (sosuadxa) onuosal Fuyeiodo-uou [eloy,
- (€10°9¢€) - (£657c61) - oTrerD) osuadxa Jsoaau]
- TL8'6¢ - 6081 16T°6T 06 ONUSASI JUSUEISIAUT P J$10]uU]

(SASNAIXA) STINTATY ONILVHAdO-NON

- (£20°66T°1) 86+°91) 120765 (cceverD CoTeht) (sso]) swoout Funendy
95T6TS LOYLLOTT PSTPLTL FIL6E9T L19°680°L TT8LLYE sosuadxo Sunerado [ejo],
9.8 T8 SHH T - L6E'98S 81T9LT $98°T8S uonepa1deq
- v6ET1T - LT SELOTI US'LY sesuadxs pue SRS SoUeInSu]
TL0T1 90 198" ¥L6 8TL9TL LTOTTEY LTI sosuodxo pue sopddns YO
STSELT 0LO0SL - Tot$1T 880°81C 08S°€1¢€ ooueUuIEW pue siredoy
LO6L £P6°TLY - [{3 4321 LLO'9E STHL8Y sonnn
18T 8L8°€8LC 08T€LTT 8YELF9 0ETH08 0TL6S0°1 SODIAIDS [BMOBINO)
$6597T T65°756'T - 910°698 TEEQOET HTGLL SIOIAIS [QUUOSIO]
SASNAAXA ONILYHAdO
952628 FRETECT 9SLLSTT SELSETE 29T 189S LE9PETE sonudAax Funesedo [rlo],
95THTS $ +8£°78EET S 9SLILSTL $ SELYET'E $ T9T°189°¢ $ £9VET'C $ S01AI2S J0J SoFIey)
SAANAATH
spunyg Tvi0], spunyg Punyg 13Ma8 puny se5y punyg 13eA\
0T3S JeuIu} SILINIUY PIPQ
SINAIRY spuny astadioug
[ENRUILIIACD) saniAngay adL L -ssowisng

£00T “0€ quydag papug 1eax ay) a0y
spung Lavpudorg
$1955Y 1IN PURJ Ul $AZUEYD Pur SISUIUXF ‘SINUIAIY JO WWIWINELS
angsynA Jo 1D



/€
(Te8's) S 161829 §  88L°Sk  $ 118°08T1 $  (280°8¥0°L) §  vLOGYE §
) (6L2°S9P) €91y 600°L (s89°TLE) (9¢+°s6)
- LT'6T - 9068 y61°C1 LT69
65611 9E'6E1 - 90€°9F L9919 €90°1€
(0v0'vH) 10594t £16°68 1L1°2€1 86T'8¥1 811°901
- 082621 - SL8 TSLYY £59°€9
- r9H‘s1) - (Tsv'L) (5986} LreD)
(589°D) - - - - -
078'¢ 1861 (89) TL9T81 LSPOET 092901
- (zoo'see) (€ot'c0) (r60°5LT) (£9L°67) @vL9)
9L8°S P8P SHPL - L6E98S 81T°9LT 698°78¢
- $  (ew'seT’D § 86K §  1T0'66S S (SseperD) § (Isl'erk) §
POV'Y $  BLYTY6 $ 88LSK  $ 9I0EEIT $ (THESLE § €SIveTP §
98€HE 9B T6SF - 080°88 YSTHI8T TLY'6E6
(286°67) TUSHEO'S 88L'Sy 9£6'F0E° 1 L91°6TE 189°S€°€
- TB6E - 6081 16767 7206
- TBW6E - 60571 167°6T 7206
09 196TS0Y - 919TT 8S6LYE’] L8ETBIT
- (€10°9€9) - (¢65°¢61) - 0zFTrD)
- (850°655) - (9zr'ove) - (2£9'81€)
091°%) (S9€°9ZE 1) - (TTePso D) (zvo'zs1) (100°0z1)
- L68°501 - L68°501 - -
- 005°891°9 - 090'S0t*1 000°008° Oy E9T’E
- 866°E1E - - - 865°€1¢C
- 865 E1€ - - - 865 €1E
(zT8'¢0) 161°879 88LSF FIS08T'L (280°8F0°1) TLY'6YE
[532 (018°09) 989°c SI8°SS1 (912°061) (S79°62)
($65°922) (T65°756°T) - (910'698) (zee'soes) (PPT'sLL)
(8¥5°1€E) (£86°€T€°6) (L9g°egi D) (255'796) (20T'201°S) (T9r°0L0D)
1£9°C (0t£°79) (016'1) - (€£8'58) vl
95T'6TS $  OWLTOEL $ GLCEETL $ p9S'9S6T § IRLEIYS $ T98ETTE §
Spung spung Spunyg puny puny pung
IAIS sudiuy asudruy JIMIS Sen)y EESLFVY
|euayuy "ol S0
SINADDY spung asudsyuy-snpandy ad4 j -ssausng
[EIUIWUIIAOL)

£00T ‘0 PqUINAIS PIpUF JBa A o) Fog

spuny Laejporador]

SMO[ YSED JO JUIWHB)S

Bangsyd1A Jo A1)

uswaers siy1 Jo wed [ei3au ue sre sajou Fuiduedwoooe 2y,

soniAndy SuneiodQ Aq (pasny) papiaoid ysed 19N

SPUNJ J3YI0 0 oNp U (3SLAI03P) 35EIIOU]
sjuow3pnl pue swiepd ur (3522153p) S5L210U]
sasuadxo ponIDIE J9YJ0 Ul (3582J00P) 95BAIOU]
9jqesed s1UNOIDE UI (35L2IDIP) 25LIIOU]
s1s0dop JaWoIsN2 Ul (3583139p) 9sERIOU]
saswdxo predaud up asesioop (ssearour)
S91I0JUSAUT UT 95B3100P (3seaIou])
Spunj JoQI0 WOl anp uf 358313p (358I0U])
2[qRALIAI STUNOIIT U 358D (9sea10u])

asuadxa uonedaidaq

(sso]) swodu] SunesadQ

saAnRdY supesddo

Aq (pas()) paplaoag Yse) JAN 0) 2uredu] SunesadQ Jo UonEIdUeIIY

Jaeax [0 puj ‘spudjeAnby yse) pue ysedy
aea) 3o SunmuiSag ‘spudeamby yse) pue yse)
sjudpeAlnbyg yse)) pue yse) ui (asearda(q) Iseadu] 19N

SSNIAIY BuniseAu] Aq papiaoid Use) 1IN
POAISOS1 SPURPIAID PUB 1SIISIU]
5INIARDY Sun)sIAu] Wod smol] Ysey
senjanoy Sujourur patelay pue [eider) Aq (posn) papiAvLd Yse) 10N
1q2p [ended uo pred 153100u]
192p jended vo pred [ediourry
519852 [¥ide0 JO UONONISUod pue uolsInboy
suopnqLIuod jende))
1gap [ended wolj spasdolg
SAARIY Bupuemy PIERY pue [ende) wodg smolq yse)

samAnRyY Sumueuy] mideluoN Aq papiaod yse) 1N
SpUN} 1910 WOJJ SAUBAPY
sonIAnaY Supusuly [epdejuoN wolg smolq 4se)

soniAndY Zunesad(y £q (p9s))) POPLACI] USED) 10N
POSN SIOIAIIS punyiaul 10 Siuowieg
sosko[dwsa 0] sjuswAeg
styddns 0) sjustuieg
papisoId $301A108 punjImul wody s)dioasy
SJISTL pue SI9WoISNy wosy ﬂ&muuuv—
SINIANDY Sunetad() wouy smopy yse))



FIDUCIARY FUNDS

39



City of Vicksburg
Statement of Fiduciary Net Assets

Fiduciary Funds
September 30, 2003
Agency Fund
ASSETS
Receivables:

Other receivables $ 10,407
Total receivables 10,407
Total assets $ 10,407

LIABILITIES

Accounts payable $ 10,407
Total liabilities 10,407

NET ASSETS

Held in trust for benetits and other purposes 5 -

The accompanying notes are an integral part
of this statement. 40



NOTE 1.

Continued

CITY OF VICKSBURG, MISSISSIPPI
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED SEPTEMBER 30, 2003

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The City of Vicksburg was incorporated in 1825 and operates under a Mayor-Aldermen form of
government. As authorized by its charter, the City provides various services, including public safety
(police and fire), highways and streets, sanitation, health and social services, culture, recreation, public
improvements, planning and zoning, and general administrative services.

The City’s financial statements are prepared in accordance with generally accepted accounting
principles. Generally accepted accounting principles for local governments include those principles
prescribed by the Governmental Accounting Standards Board (GASB), the American Institute of
Certified Public Accountants in the publication entitled Audits of State and Local Governmental Units
and by the Financial Accounting Standards Board (when applicable). Under GASB Statement 20,
Accounting and Financial Reporting for Proprietary Funds and Other Governmental Entities That Use
Proprietary Fund Accounting, the City has elected for proprietary funds not to apply Financial
Accounting Standards Board statements issued after November 30, 1989. The more significant
accounting policies of the City are described below.

In this fiscal year, the City adopted three new statements of financial accounting standards and vne new
interpretation issued by the Governmental Accounting Standards Board (GASB):

o  Statement No. 34-Basic Financial Statements-and Management's Discussion and Analysis-for
State and Local Governments

o  Statement No. 37-Basic Financial Statements-and Management's Discussion and Analysis-for
State and Local Governments: Omnibus
Statement No. 38-Certain Financial Statement Disclosures
Interpretation No. 6-Recognition and Measurements of Certain Liabilities & Expenditures in
Governmental Fund Financial Statements

Some of the significant changes in the Statements include the following:

For the first time the financial statements include:
o A Management Discussion and Analysis (MD&A) section providing an analysis of the
City’s overall financial position and results of operations.
o Financial statements prepared using the full accrual accounting for all of the City’s
activities, including infrastructure (roads, bridges, etc.).
o A change in the fund financial statements to focus on the major funds.

These and other changes are reflected in the accompanying financial statements (including notes to
financial statements). The City has elected to implement the general provisions of the Statement in the
current year and plans to retroactively report infrastructure.

A. Reporting Entity

The City’s combined financial statements include the accounts of all City operations. The criteria
for including organizations as component units within the City’s reporting entity, as set forth in
Section 2100 of GASB’s Codification of Governmental Accounting and Financial Reporting
Standards, include whether:

e the organization is legally separate (can suc and be sued in their own name)
the City holds the corporate powers of the organization
the City appoints a voting majority of the organization’s board
the City is able to impose its will on the organization
the organization has the potential to impose a financial benefit/burden on the City
there is fiscal dependency by the organization on the City

* & @& o O
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NOTE 1.

Continued

CITY OF VICKSBURG, MISSISSIPPI
NOTES TO FINANCIAL STATEMENTS - CONTINUED
YEAR ENDED SEPTEMBER 30, 2003

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES — CONTINUED

A.

Reporting Entity - Continued

Based on the aforementioned criteria, the City of Vicksburg has no component units.
Government-Wide and Fund Financial Statements

Government-wide Financial Statements

The government-wide financial statements include the statement of net assets and the statement
of activities. These statements report financial information for the City as a whole excluding
fiduciary activities. Individual funds are not displayed but the statements distinguish
governmental activities, generally supported by taxes and City general revenues, from business-
type activities, generally financed in whole or in part with fees charged to external customers.

The statement of activities reports the expenses of a given function offset by program revenues
directly connected with the functional program. A function is an assembly of similar activities
and may include portions of a fund or summarize more than one fund to capture the expenses and
program revenues associated with a distinct functional activity. Program revenues include: (1)
charges for services which report fees, fines and forfeitures, and other charges to users of the
City’s services; (2) operating grants and contributions which finance annual operating activities
including restricted investment income; and (3) capital grants and contributions which fund the
acquisition, construction, or rehabilitation of capital assets and include fees to developers. These
revenues are subject to externally imposed restrictions to these programs uses. Taxes and other
revenue sources not properly included with program revenues are reported as general revenues.

Fund Financial Statements

Fund financial statements are provided for governmental, proprietary, and fiduciary funds. Major
individual governmental and enterprise funds are reported in separate columns with composite
columns for non-major tunds.

Measurement Focus, Basis of Accounting, and Financial Statement Presentation

The government-wide statements report uses the economic resources measurement focus and the
accrual basis of accounting generally including the reclassifications or elimination of internal
activity (between or within funds). Reimbursements are reported as reductions in expenses.
Proprietary and fiduciary fund financial statements also report using this same focus and basis of
accounting although internal activity is not eliminated in these statements. Revenues are reported
when earned and expenses are recorded when a liability is incurred, regardless of the timing of
related cash flows. Property tax revenucs arc recognized in the year for which they are levied
while grants are recognized when grantor eligibility requirements are met.

Governmental fund financial statements report using the current financial resources measurement
focus and the modified accrual basis of accounting. Revenues are recognized when they are both
measurable and available. Available means collectible within the current period or soon enough
after to pay current liabilities. The City considers revenues to be available if they are collected
within 60 days of the end of the fiscal year.
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NOTE 1.

Continued

CITY OF VICKSBURG, MISSISSIPPI
NOTES TO FINANCIAL STATEMENTS - CONTINUED
YEAR ENDED SEPTEMBER 30, 2003

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

C.

Measurement Focus, Basis of Accounting, and Financial Statement Presentation —
Continued

Expenditures are recorded when the related fund liability is incurred, except for general
obligation bond principal and interest and compensated absences which are reported as
expenditures in the year due. General capital asset acquisitions are reported as expenditures in
governmental funds. Proceeds of general long-term debt and acquisitions under capital leases are
reported as other financing sources.

Major revenue sources susceptible to accrual include: sales taxes, property taxes, franchise taxes
(fees), intergovernmental revenues, and investment income. In general, other revenues are
recognized when cash is received.

Operating income reported in proprietary fund financial statements includes revenue and
expenses related to the continuing operations of the fund. Principal operating revenues for
proprictary funds are charges o custuwers for sales or services. Principal operating expenses are
costs of providing goods or services and include administrative expenses and depreciation of
capital assets. Other revenues and expenses are classified as non-operating in the financial
statements.

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

Allocation of Indirect Expenses

The City allocates indirect expenses primarily comprised of central government services to
operating functions and programs benefiting from those services. Central services include overall
City management, accounting, financial reporting, payroll, procurement contracting and
oversight, personnel services, and other central administrative services. Allocations are charged
to programs based on use ol central services determined by various allocation methodologies. As
a matter of policy, certain functions that use significant central services are not charged for the
use of these services. These functions or programs include police, fire, and certain divisions
within public services and parks.

Fund Types and Major Funds
Governmental Funds
The City reports the following major governmental funds:

General Fund — reports as the primary fund of the City. This fund is used to account for all
financial resources not reported in other funds.

City Bond and Interest Fund — accounts for the accumulation of financial resources for the
payment of principal and interest on the City’s general obligation debt. The City annually levies
ad valorem taxes restricted for the retirement of general obligation bonds and interest.

2001 Public Improvements Fund — accounts for financial resources to be used for the

acquisition or construction of major capital facilities (other than those financed by business-
type/proprietary funds) through the issuance of the 2001 Public Improvements Bond.
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NOTE 1.

Continued

CITY OF VICKSBURG, MISSISSIPPI
NOTES TO FINANCIAL STATEMENTS - CONTINUED
YEAR ENDED SEPTEMBER 30, 2003

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

Fund Types and Major Funds - Continued

Proprietary Funds

The City reports the following major proprietary funds:

Water Fund — accounts for the operations of the water distribution system of the City.
Gas Fund - accounts for the operating activities of the City’s gas utilities services.
Sewer Fund — accounts for the operating activities of the City’s sewer utilities services.
Other Fund Types

The City also reports the following fund types:

Internal Service Funds — account for the financing of goods or services provided by one
department to other departments within the City on a cost-reimbursement basis. These include
garage services. These are proprietary funds reported with governmental activities in the
government-wide statements.

Agency Fund - accounts for fiduciary assets held by the City in a custodial capacity as an agent
on behalf of others.

Cash and Cash Equivalents

The City’s cash and cash equivalents are considered to be cash on hand, demand deposits, and
short term investments with original maturities of three months or less from the date of
acquisition.

State statutes permit the City to invest funds in excess of sums required for immediate
expenditure or cutrent obligation in certificates of deposit and other time deposits with financial
institutions and debt instruments of the U.S. government and its agencies.

The City pools its cash resources of its various funds in order to maximize investment
opportunities. Cash applicable to a particular fund is readily identifiable. The balance in the
pooled cash accounts is available to meet current operating requirements and is considered to be
cash equivalents. Investment income is allocated based on each fund’s average daily balance in
the pooled cash account.

Interfund Receivables, Payables and Transfers

Generally, outstanding balances between funds reported as “due to/from other funds” include
outstanding charges by one fund to another for services or goods, subsidy commitments
outstanding at year-end, and other miscellaneous receivables/payables between funds. Activity
between funds that are representative of lending/borrowing arrangements outstanding at the end
of the fiscal year are described as “due to/from other funds” (i.e. the current portion of interfund
loans) or “advances to/from other funds” (i.e. the non-current portion of interfund loans).
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NOTE 1.

Continued

CITY OF VICKSBURG, MISSISSIPPI
NOTES TO FINANCIAL STATEMENTS - CONTINUED
YEAR ENDED SEPTEMBER 30, 2003

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

F.

Interfund Receivables, Payables and Transfers - Continued

Any residual balances outstanding between the governmental activities and business-type
activities are reported in the government-wide financial statements as “internal balances”.

Transfers and payments within the reporting entity are substantially for the purpose of
subsidizing operating functions, funding capital projects and asset acquisitions, or maintaining
debt service on a routine basis.

The government-wide statement of activities eliminates transfers as reported within the
segregated governmental and business-type activities columns. Only transfers between the two
columns appear in this statement.

Prepaid Items

Certain payments to vendors reflect costs applicable to future accounting periods and are
recorded as prepaid items in both government-wide and fund financial statements.

Inventories

Inventories in governmental funds consist of expendable supplies held for consumption stated on
a first-in, first-out basis. They are reported at cost which is recorded as an expenditure at the time
individual inventory items are used. Proprietary fund inventories are recorded at the lower of
cost or market on a first-in, first-out basis.

Capital Assets

Capital assets with useful lives of more than one year are stated at historical cost or estimated cost
if historical cost is not available and comprehensively reported in the government-wide financial
statements. Donated assets are recorded as capital assets at their estimated fair market value at
the date of donation. The City maintains a threshold level of $500 or more for capitalizing capital
assets. The cost of normal maintenance and repairs that do not add to the value of the asset or
materially extend asset lives are not capitalized.

GASB No. 34 requires the City to report and depreciate new infrastructure assets effective with
the beginning of the current year. Infrastructure assets include roads, bridges, traffic signals, etc.
These infrastructure assets are likely to be the largest asset class of the City. Neither their
historical cost nor related depreciation has historically been reported in the financial statements.

All capital assets, other than land, are depreciated using the straight-line method over the
following useful lives:

Description Estimated Lives
Building 40 years
Improvements other than buildings 20 years
Roads 20 years
Bridges — concrete 50 years
Bridges — timber 30 years
Computer equipment 3 years
Furniture and fixtures 7 years
Vehicles S years
Equipment 10 years
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CITY OF VICKSBURG, MISSISSIPPI
NOTES TO FINANCIAL STATEMENTS - CONTINUED
YEAR ENDED SEPTEMBER 30, 2003

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

L

Continued

Capital Assets-Continued

When capital assets are disposed, the cost and applicable accumulated depreciation are removed
from the respective accounts, and the resulting gain or loss is recorded in operations.

No interest is capitalized by the City on construction projects incurred by proprietary funds on
debt where proceeds were used to finance the construction of assets.

Compensated Absences

Full-time, permanent employees are granted vacation benefits in varying amounts to specified
maximums depending on tenure with the City. Compensated absences are reported as accrued in
the government-wide and proprietary financial statements. Governmental funds report only
matured compensated absences payable to currently terminating employees and are included in
wages and benefits payable.

Long-term Obligations

In the government-wide financial statements, and the proprietary fund types in the fund financial
statements, long-term debt and other long-term obligations are reported as liabilities in the
applicable governmental activities, business-type activities, or proprietary fund type statement of
net assets. Bond premiums and discounts, as well as issuance costs, are deferred and amortized
over the life of the bonds using the effective interest method. Bonds payable are reported net of
the applicable bond premium or discount. Bond issuance costs are reported as deferred charges
and amortized over the term of the related debt.

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

Fund Equity

In the fund financial statements, governmental funds report reservations of fund balance for
amounts that are not available for appropriation or are legally restricted by outside parties for use
for a specific purpose.

Extraordinary and Special Items

Extraordinary items are transactions or events that are both unusual in nature and infrequent in

occurrence. Special items are transactions or events within the control of the City, which are
either unusual in nature or infrequent in occurrence.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

N.

Estimates

The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America require management to make estimates and assumptions
that affect the reported amounts of assets and liabilities and disclosure of contingent assets and
liabilities at the date of the financial statements and the reported amounts of revenues,
expenditures, and expenses during the reporting period. Actual results could differ from those
estimates.

Budgets and Budgetary Accounting

The City’s Accountant submits to the Mayor and Aldermen a proposed operating budget for the
fiscal year commencing October 1. The operating budget includes expenditures and the means of
financing them. A public hearing is conducted to obtain taxpayer comments. Prior to October 1,
the budget is legally enacted by adoption of a resolution that is recorded in the minutes of the
City Board. Revisions that alter the total expenditures of any fund must be approved by the City
Board. The budgets presented in this report are amended. Formal budgetary integration is
employed as a management control device during the year for all funds. Budgets for all funds are
adopted as a basis consistent with generally accepted accounting principles (GAAP). All
budgetary appropriations lapse at the end of each fiscal year.
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CITY OF VICKSBURG, MISSISSIPP]I
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YEAR ENDED SEPTEMBER 30, 2003

DEPOSITS WITH FINANCIAL INSTITUTIONS AND INVESTMENTS

At September 30, 2003, the carrying amount (recorded on the City’s books) of the City’s demand
deposits was $34,842,605, and the bank balance was $35,176,441.

The collateral for public entities’ deposits in financial institutions are now held in the name of the
State Treasurer under a program established by the Mississippi State Legislature and is governed by
Section 27-105-5 Miss. Code Ann. (1972). Under this program, the City’s funds are protected
through a collateral pool administered by the State Treasurer. Financial institutions holding
deposits of public funds must pledge securities as collateral against these deposits. In the event of
failure of a financial institution, securities pledged by that institution would be liquidated by the
State Treasurer to replace the public deposits not covered by the Federal Depository Insurance
Corporation.

In accordance with the GASB Statement No. 3, deposits are classified into Category 1 custodial risk.
Items in this category are insured or registered, or are securities held by the City or by its agent in the
City’s name.

The City also has $1,451,769 (carrying value) of investments held in trust at two local trust departments
for the perpetual care non-expendable trust. This amount consists of the following:

Government Obligations Cost FMV

Treasury and federal agencies $ 704,641 b 700,033
Equity mutual funds 309,408 298,251
Fixed income mutnal funds 401,764 412,991
Corporate bonds and notes 10,210 10,125
Cash and equivalents 25.746 25,745

$ 1,451,769 b 1447145

These investments are category 1 items. The change in fair market value was immaterial.
RECEIVABLES, UNCOLLECTIBLE ACCOUNTS AND DEFERRED REVENUE
Property Taxes Receivable, Deferred Revenue, and Property Tax Calendar

Property taxes are levied in September on the assessed (appraised) value of all real and business
personal property located in the city and are payable by the following February 1. An enforceable lien
on property is attached as of January 1. However, taxpayers are permitted to pay ad valorem taxes in
installments by paying one-half by February 1, one-quarter by May 1, and one-quarter by July 1.
Installments bear interest at the rate of 12% per annum. City property tax revenues are recognized when
levied. Major tax payments are received in February through May. An allowance is established for
dclinquent taxes to the extent that their collectibility is doubtful. The City has an interlocal agreement
with the County to collect all city and school taxes.

For the current year, the City levied taxes in the amount of 35.88 mills for the following purposes:

General 22.79
City debt service 7.95
Police and fire disability relief fund 5.14

35.88

An additional millage rate of 5.05 was levied for the business promotion area.
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RECEIVABLES, UNCOLLECTIBLE ACCOUNTS AND DEFERRED REVENUE-
CONTINUED

General Accounts Reccivables and Uncollectible Accounts

Significant receivables include amounts for fines and forfeits from the court system and charges for
ambulance transportation. The court system receivables are due when the City has an enforceable legal
claim against the organization or individual. Revenues and receivables for court fines and forfeits are
reported net of any amounts the City, based on historical trends, estimates will be uncollectible based on
noncompliance with partial payment agreements. The other significant receivable is for charges
incurred due to utilization of ambulance services. These receivables are due at the time of service.
Revenues and receivables are reported net of contractual allowances due to agreements between the City
and various insurance companies and an allowance for uncollectible amounts based on historical trends
for nonpayments related primarily to self-pay accounts.

Enterprise Receivables and Uncollectible Accounts

Significant receivables include amounts due from customers primarily for utility services. These
receivables are due prior to the next billing cycle, which is every month. Certain enterprise funds report
accounts receivable net of an allowance for uncollectible accounts and revenues net of uncollectibles.
The allowance amount is estimated using accounts receivahle past due more than 60 to 90 days,
depending upon the fund.

Receivables from Other Governments and Deferred Revenue

Other government receivables are primarily comprised of amounts due from federal and state
governments for miscellaneous taxes and grants. Revenue is recorded as carned when eligibility
requirements are met for grants. Grant revenues deferred in the governmental fund financial statements
include unearned revenue and revenue received more than 60 days following year-end (unavailable to
pay liabilities of the current period). Deferred revenue received after 60 days is fully recognized as
revenue in the government-wide statements if grantor eligibility requirements are met.

RECEIVABLES AND PAYABLES

Receivables at September 30, 2003 were as follows:

Accounts Taxes Allowance Total

Governmental Activities

General $ 4904454 $ 51,576 $ (4,091,798) $ 864,232

Debt Service - 16,096 - 16,096

Other Governmental 17,286 - (8.643) 8,643
Total governmental

activities $ 4921740 $ 67,672 $ (4,100,441) § 888,971
Amounts not scheduled

for collection during

the subsequent year $ -3 - 8 - 3 -
Business-type Activities

Water $ 146,840 - $ (27,250) $ 119,590

Gas 86,942 - (4,074) 82,868

Sewer 430,616 - - 430,616

Other proprietary 89.325 - (4.614) 84.711
Total Business-type

Activities hY 753,723 §$ - $ (35.938) $ 717,785
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CITY OF VICKSBURG, MISSISSIPP]

NOTES TO FINANCIAL STATEMENTS - CONTINUED

YEAR ENDED SEPTEMBER 30, 2003

RECEIVABLES AND PAYABLES-CONTINUED

Payables at September 30, 2003 were as follows:

Salaries & Accrued
Vendor Benefits Interest Other Total
Governmental Activities

General $ 780,961 § 84,156 §$ - $ 725482 $ 1,590,599

Debt Service - - 41,036 - 41,036

Capital Projects 1,538,076 - - - 1,538,076

Other Governmental 136,992 - - 4,350 141,342

Internal Service 20,744 - - - 20,744
Total governmental

activities $2476,773 $ 84,156 $ 41,036 $§ 729832 $ 3.331.797
Business-Type Activities

Wwater 3 171,708 3 - 3 - 3 407,514 § 579,222

Gas 248912 - - 573,600 822,512

Sewer 198,938 - - 875 199,813

Other proprietary 93,413 - - - 93413
Total business-type

activities $ 712971 § - 3 - $ 981989 $ 1,694,960
INTERFUND RECEIVABLES, PAYABLES AND TRANSFERS
Interfund balances at September 30, 2003 consisted of the following:

Due To
Governmental Activities
Major Govermnental Funds
Debt Internal
Due From General Service Other Service
Governmental Activities:
Major Governmental Funds:

General S - $ -3 47277 $ 28,417
Other Governmental Funds 139,537 1,013 133,295 -
Internal Service Funds 2,226 - - -
Business-Type Activities:

Major Enterprise Funds:

Water 301,604 - - -

Gas 1,870 - - -

Sewer 1,610 - - -
Other Enterprise Funds - - - -
Total Due To S 446,847 $ 1,013 $ 180,572 § 28,417
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INTERFUND RECEIVABLES, PAYABLES AND TRANSFERS-CONTINUED

Due To
Business-Type Activities
Major
Enterprise

Fund
Due From Gas Other Total
Governmental Activities:
Major Governmental Funds:

General $ -3 1,034 § 76,728
Other Governmental Funds - - 273,845
Internal Service Funds 2,226
Business-Type Activities:

Major Enterprise Funds:

Water 278,349 - 579,953

Gas - - 1,870

Sewer 5,399 - 7,009
Other Enterprise Funds 2,710 - 2,710
Total Due To S 286458 S 1,034 §_ 944341

The balance of $139,537 due to the general fund from the other governmental funds resulted from capital
projects; $86,000 of the balance is not scheduled to be collected in the subsequent year.

All remaining balances resulted from the time lag between the dates that (1) interfund goods and services are
provided or rcimbursable expenditures occur, (2) transactions are recorded in the accounting system, and (3)
payments between funds are made.

Interfund transfers for the year ended September 30, 2003 consisted of the following:

Transfer To

Governmental Activities Businegs-Type Activities
Major
Major Governmental Funds Enterprise
Debt Fund
General Service Other Water Total
Governmental Activities:
Major Govemnmental Funds:
General 3 - 2,498,173 % 33,406 % 313,598 % 2,845,177
Capital Projects 178,173 - - - 178,173
Other Governmental Funds 9,622 - - - 9,622
Total Transfers to $ 187,795 $§ 2498173 §$ 33406 $ 313,598 $§ 3032972
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CAPITAL ASSETS

Capital assets and depreciation activity as of and for the year ended September 30, 2003, for the primary

government is as follows:

Governmental activities:
Land
Buildings
Furniture and equipment
Improvements-other
Infrastructure

Total capital assets

Less accumulated depreciation

for:
Buildings
Furniture and equipment
Improvements-other
Infrastructure

Total accumulated
depreciation

Net governmental
activities capital assets

Business-type activities:
Land
Construction in progress
Buildings
Furniture and equipment

Total capital assets

Less accumulated depreciation

for:
Buildings
Furniture and equipment

Total accumulated
depreciation

Net business-type
activities capital assets

Beginning Ending

Balance __Additions Retirements Balance
$ 9046968 § - 8 - % 9,046,968
23,577,858 1,249,073 - 24,826,931
14,318,169 1,602,063 2,941,337 12,978,895
2,771,029 6,733,070 - 9,504,099
86.157.075 - - 86.157.075
S 135,871,099 584 2,94 7 $ 142513968
$ 6,321,699 $ 429,366 5 - $ 6,751,065
10,214,995 1,316,815 2,941,337 8,590,473
3,839,874 275,883 - 4,115,757
34,762,738 2.483.043 - 37,245,781
$ 55139306 § 4505107 S 2941337 §_ 56,703,076
$ 80731793 S 5,079,099 $ - $ 85810892
$ 237,605 § 235525  § - $ 473,130
1,199,791 216,946 1,078,112 338,625
48,704,154 1,760,738 - 50,464,892
3,242,442 191.269 152.722 3.280.989
§ 53383992 § 2404478 § 1230834 § 54,557,636
$ 21,392,514 $ 1,240,646 $ - $ 22,633,160
1,542,382 204,838 152.722 1,594,498
22,9 6 $§ 1445484 § 152,722 24,227,658
$ 3044909 § 958994 § 1078112 $§ 30329978
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NOTE 6. CAPITAL ASSETS-CONTINUED

Depreciation expense of $5,950,591 for the year ended September 30, 2003, was charged to the

following governmental fiunctions:

Governmental activities:

General government $ 201,941
Public safety $ 962,466
Public works $ 2,720,380
Health, welfare
and sanitation $ 116,607
Culture and recreation $ 502,021
Education $ 1,692
Business-type activities:
Water $ 582,869
Gas $ 276,218
Sewer $ 586,397
Active construction in progress is composed of the following:
Project Expended
Contract to 09/30/03
Governmental Activities:
2001 Public Improvement Fund
Porter Chapel $ 1,389,407 $ 1,377,583
Washington Street $ 2,917,633 $ 1,511,542
Clay Street Sidewalks $ 321,490 §$ 277,392
Sidewalks $ 473,310 $ -
Walnut Towers $ 538,000 $ -
Depot Building $ 423,500 $ -
General Fund:
King’s Buiiding Renovation $ 160,790 § -
Traffic Signals $ 173,019 $
Convention Center Fund:
Basement Renovation $ 189,337 $ 167,401

_ Committed

G-l L

o5

$

11,824
1,406,091
44,098
473,310
538,000
423,500

160,790
173,019

21,936

Construction projects included in governmental activities are substantially funded with general
obligation bond proceeds. Business-type activities include construction funded with the proceeds of

bonds and user charges.

Continued
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YEAR ENDED SEPTEMBER 30, 2003

LONG-TERM OBLIGATIONS

Bonds and Notes Payable

General Obligation Bonds

General Obligation Bonds are direct obligations issued on a pledge of the general taxing power
for the payment of the debt obligations of the City. General Obligation Bonds require the City to
compute, at the time other taxes are levied, the rate of tax required to provide (in each year bonds
are outstanding) a fund to pay interest and principal at maturity. The City is in compliance with
this requirement.

Revenue Bonds

Water Revenue Bonds constitute special obligations of the city solely secured by a lien on and
pledge of the net revenues of the water system. The Revenue Bonds are collateralized by the
revenue of the water system and the various special funds established by the bond ordinances.
The urdinances provide that the revenue of the system is to be used first 1o pay operating and
maintenance expense of the system and second to establish and maintain the Revenue Bond
funds. Remaining revenues may then be used for any lawful purpose. The City is in compliance
with all significant financial requirements as of September 30, 2003.

Other

State Revolving Fund Loan (SRFL)

SRFLs’ are also special obligations of the city solely secured by a special pledge of the City’s
sales tax revenues.

Tax Increment Financing (TIF) Bonds

TIF bonds are commonly issued to encourage economic development in a defined area.
Resources for payment of interest and principal on the bonds result from the tax increases in the

defined area. These bonds usually carry a higher interest rate due to the risk of economic
downturn or limited tax revenue growth in the defined TIF area.

The following is a summary of the City’s long-term debt transactions for the year ended September 30,
2003:

Maturity Original Interest
Date Amount Rate
Governmental Activities:
General Obligation Bonds:
Unredeemed Bond (Old
compromise) N/A S - 0%
1992 Public Improvement
and Refunding December 2002 S 9,985,000 4.0-5.25%
1995 Public Improvement June 2005 S 7,700,000 4.7-5.0%
1996 General Obligation Bond April 2006 $ 10,000,000 4.5-6.0%
1996 General Obligation MBIA
Bond December 2010 $ 1,500,000 2.0%
2001 General Obligation
Bond April 2011 $ 17,500,000 3.625-4.0%
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LONG-TERM OBLIGATIONS-CONTINUED

Maturity Original Interest
Date Amount Rate
Other:
1991 Tax Increment Limited
Obligation Bond April 2011 $ 275,000 7.5-11.0%
1995 Tax Increment Limited
Obligation Bond March 2015 $ 600,000 6.2-8.0%
1999 Tax Increment Limited
Obligation Bond December 2004 3 1,150,000 4.5 - 0.25%
Business-Type Activities:
General Obligation Bonds:
2003 Public Improvement September 2018 $ 5,800,000 3.0-4.25%
Revenue Bonds:
1994 Water System October 2009 $ 3,700,000 5.0-7.125%
Other:
1995 State Revolving Fund
Loan August 2015 b 1,994,959 4.5%
1996 State Revolving Fund
Loan September 2016 $ 3,667,095 4.5%
1996 Department of Economic
and Community Development
- Capital Improvements
Revolving Loan July 2011 § 1,000,000 3.75%
2003 State Water Pollution Control May 2013 $ 368,500 4.0%
Due
Beginning Ending Within
Description of Debt Balance Issued Retired Balance One Year
Governmental Activities:
General Obligation Bonds:
Unredeemed Bond (Old
compromise) $ 300 $ -8 - 8 300 % -
1992 Public Improvement
and Refunding 750,000 - 750,000 - -
1995 Public Improvement 2,735,000 - 865,000 1,870,000 910,000
1996 General Obligation
Bond 4,625,000 - 1,070,000 3,555,000 1,125,000
1996 General Obligation
MBIA Bond 900,000 - 100,000 800,000 100,000
2001 General Obligation
Rond 17,616,662 - 1,575,000 16,041,662 1,704,797
Other:
1991 Tax Increment Limited
Obligation Bond 175,000 - 15,000 160,000 15,000
1995 Tax Increment Limited
Obligation Bond 475,000 - 25,000 450,000 30,000
1999 Tax Increment Limited
Obligation Bond 1,055,000 - 55,000 1,000,000 60,000
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LONG-TERM OBLIGATIONS - CONTINUED

Due
Beginning Ending Within
Description of Debt Balance Issued Retired Balance One Year
Business-Type Activities:
General Obligation Bonds:
2003 Public
Improvement $ - § 5,800,000 $ - $ 5,800,000 $§ 285,000
Revenue Bonds:
1994 Water System 2,145,000 - 255,000 1,890,000 270,000
Other:
1995 State Revolving
Fund Loan 1,501,004 - 87,694 1,413,310 91,722
1996 State Revolving
Fund Loan 2,910,375 - 152,730 2,757,645 159,749
1996 Department of
Economic and Community
Development- Capital
Improvements
Revolving Loan 649,861 - 63,634 586,227 66,008
2003 State Water
Pollution Control - 368,500 - 368.500 30,267
Total $ 35538202 § 6,168,500 $ 5,014,058 § 36,692,644 § 4,847,543
The debt service requirement on long-term obligations at September 3(), 2003 is as follows:
Governmental Activities
General Obligation Bonds Other
Principal Interest Principal Interest
Year ending September 30,
2004 $ 3,839,797 $ 854,763 § 105,000 § 91,328
2005 4,029,797 691,521 110,000 84 855
2006 3,214,797 515,732 120,000 78,855
2007 2,054,797 378,893 125,000 72,090
2008 2,144,797 297,694 130,000 64,975
2009-2013 6,982,677 397,531 715,000 205,088
2014-2018 300 - 305.000 25,700
Total $§ 22266962 $§ 3,136,134 § 1610000 §$ 622,801
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LONG-TERM OBILGATIONS - CONTINUED

Business-Type Activities

General Obligation Bonds Revenue Bonds Other
Principal Interest Principal Interest Principal Interest

Year ending

September 30,

2004 $ 285000 $§ 312,088 $ 270,000 § 99,090 $§ 347,746 $ 217,257
2005 295,000 193,715 285,000 81,000 381,550 201,952
2006 310,000 181,246 305,000 66,750 379,032 185,972
2007 320,000 170,246 320,000 51,500 395,721 169,283
2008 335,000 160,421 345,000 35,500 413,146 151,856
2009-2013 1,905,000 627.891 365,000 18.250 2,141,208 476,705
2014-2018 2,350,000 239.830 - - 1,067.279 68.552

Total $ 5,800,000 $_ 1885437 § 1890000 $§ 352,090 § 5125682 $ 1,471,577

Certain investments of the City’s Enterprise fund are restricted assets because their use is limited by
applicable bond covenants. In addition, assets are also restricted because their use is completely
restricted by grant agreements. The balance restricted at September 30, 2003, was approximately
$189,000.

Compensated Absences

The annual changes to compensated absences included in general long-term debt as of September 30,
2003, are as follows:

Governmental  Business-Type

Activities Activities
Beginning Balance § 839,247 § 137,054
Additions 95,555 5.607
Reduction (36,936) (3.625)
Ending Balance $ 807.866 § 139,036

The compensated absences liability attributable to the governmental activities will be liquidated
primarily by the General Fund. In the past, 100% has been paid by the General Fund.

Capital Leases

Lcase arrangements for heavy equipment are considered capital Icases for financial accounting
purposes. For capital leases, totals of principal and interest components equal required minimum
payments for periods shown and total principal equals the net present value of these leases.
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LONG-TERM OBILGATIONS - CONTINUED

The debt service for capital leases is as follows;
Guvernmental Activitics

Year ending September 30, Principal Interest

2004 $ 461,543 3 50,133

2005 461,543 36.989

2006 461,543 23,420

2007 323,750 9,624

2008 96.132 2,074
3 1,804,511 % 122,240

Range of interest rates is from 2.91% to 3.595%.

The cost of the assets acquired through capital leases was $2,136,427 with accumulated depreciation of
$586,591.

Claims and Judgments

The City established a limited risk management program for health insurance in prior years. Premiums
are paid into the general fund by all other funds and are available to pay claims, claim reserves and
administrative costs of the program. These interfund premiums are used to reduce the amount of claim
expenditures reported in the general fund. As of September 30, 2003, such interfund premiums did not
exceed reimbursable expenditures.

Liabilities are reported when it is probable that a loss has occurred and the amount of the loss can be
reasonably estimated. An excess coverage insurance policy covers individual claims of $60,000 with an
aggregate limit of $§115,000. Liabilities include an amount for claims that have been incurred but not
reported (IBNRs). Changes in the balances of claims liabilities during the past year are as follows:

Governmental  Business-Type

Activities Activities

2003

Balance, beginning of year $ 296,030  $ 45,302
Claims incurred 1,047,112 274,780
Claims payments (1,343,142) (320,082)
IBNR 189.679 29.027
Balance, end of year § 189679 § 29,027
2002

Balance, beginning of year $ 200,198 § 30,637
Claims incurred [,691,183 258,806
Claims payments (1,891,381) (289,443)
IBNR 296.030 45.302
Balance, end of year $ 296,030 S 45,302

The claims and judgment liability related to IBNR will generally be liquidated by charging the
individua! funds based on management’s assessment of the relative risk that should be consumed by
individual funds. Currently the General Fund bears approximately 100% of the claims costs and this
percentage approximates the percentage in prior years.
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DEFINED BENEFIT PENSION PLAN AND OTHER EMPLOYEE BENEFITS

Plan Description: The City of Vicksburg 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 Employee Retirement System, PERS Building, 429 Mississippi Street, Jackson,
Mississippi 39201-1005 or by calling (601) 359-3589 or 1-800-444-PERS.

Funding Policy: PERS members are required to contribute 7.25% of their annual covered salary and
City of Vicksburg is required to contribute at an actuarially determined rate. The current rate is 9.75%
of annual covered payroll. The contribution requirements of PERS members are established and may be
amended only by the State of Mississippi Legislature. The City of Vicksburg’s contributions to PERS
for the years ending September 30, 2003, 2002 and 2001 were $1,535,537, $1,439,266 and $1,462,924,
respectively, equal to the required contributions for each year.

FUND EQUITY

Reservations of fund balances of governmental funds are created to either (1) satisfy legal covenants
that require that a portion of the fund balance be segregated or (2) identify the portion of the fund
balance that is not available for future expenditures. Specific reservations of the fund balance accounts
are summarized below.

Reserve for encumbrances - This reserve was created to represent encumbrances outstanding at
the end of the year based on purchase orders and contracts signed by the City but not completed
as of the close of the fiscal year.

Reserves for inventories and prepaid items - These reserves were created to represent the portion
of the fund balance that is not available for expenditures because the City expects to use these
resources within the next budgetary period.

Reserve for debt service - This reserve was created to segregate a portion of the fund balance
account for debt service, including both principal payments and interest payments. The
reservation was established to satisfy legal restrictions imposed by various bond agreements.

CONTINGINCIES
Litigation

The City is a defendant in a number of lawsuits, most of which involve small claims and for which the
City is adequately covered by insurance. The City, after consultation with legal counsel, does not
believe that the ultimate disposition of the above legal proceedings will have a material adverse effect
on the financial position of the City.

Grants
In the normal course of operations, the City receives federal and state grants for specific purposes that
are subject to review and audit by federal and state agencies. Such audits could result in a request for

reimbursement by federal or state agencies for expenditures disallowed under the terms and conditions
of the grants. In the opinion of City management, such disallowances, if any, will be immaterial.
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NOTE 11.

NOTE 12.

NOTE 13.

CITY OF VICKSBURG, MISSISSIPPI
NOTES TO FINANCIAL STATEMENTS - CONTINUED
YEAR ENDED SEPTEMBER 30, 2003

SEGMENT INFORMATION FOR ENTERPRISE FUNDS

Financial information by enterprise fund as of and for the year ended September 30, 2003, follows:

Sanitation
Fund

Operating revenues S 1,257,756
Operating expenses $ 1,274,254
Operating income (loss) 3 (16,498)
Net income (loss) $  (16,498)
Net working capital S 35,410
Total assets S 131,533
Total equity S 35,410
RISK MANAGEMENTS

The City is exposed to various risks of loss related to torts; thefts of, damage to and destruction of
assets; errors and omissions; and natural disasters for which the City carries commercial insurance. For
insured programs, there have heen no significant reductions in insurance coverage. Settlement amounts
have not exceeded coverage for the current year or the three prior years.

SUBSEQUENT EVENTS
During December 2003, the City authorized and directed the issuance of General Obligation Refunding
Bonds, Series 2003, in the principal amount of $1,620,000 for the purpose of providing funds to prepay

and currently refund the City’s outstanding Water System Revenue Bonds, Series 1994, dated October
1, 1994, providing for the redemption of the series 1994 bonds.
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III. REQUIRED SUPPLEMENTAL INFORMATION
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BUDGET COMPARISON SCHEDULES
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REVENUES
Property taxes
Sales and miscellaneous taxes
Fees and fines
Licenses and permits
Intergovemmental
Charges for services
Investment earnings
Miscellaneous

Total revenues

EXPENDITURES
Current:
General government
Public safety
Public works
Health, welfare and sanitation
Culture and recreation
Community development
Debt Service:
Principal and interest
Capital outlay
Total expenditures
Excess (deficiency) of revenues over
expenditures

OTHER FINANCING SOURCES (USES)
Proceeds from capital leases
Transfers in
Transfers out
Total other financing sources and uses

SPECIAL ITEM

Proceeds from sale capital asscts
Net change in fund balanccs

Fund balances - beginning

Fund balances - ending

See accompanying notes 1o required supplemental information.

CITY OF VICKSBURG

BUDGET AND ACTUAL (WITH VARIANCES)
GENERAL FUND

FOR THE YEAR ENDED SEPTEMBER 30, 2003

Variance with
Actual Amounts, Kinal Budget -
Budgeted Amounts Budgetary Basis Positive (Negative
6,074,000 $ 6,074,000 S 6,083,167 M 9,167
14,353,500 14,353,500 14,560,506 207,006
850,000 650,000 652,703 2,703
920,500 920,500 1,111,165 190,665
1,359,400 1,359,400 620,122 (739,278)
1,538,500 1,538,500 1,979,341 440,841
164,800 164,800 146,001 (18,799)
4,000 5,500 17,980 12,480
25,264,700 25,066,200 25,170,985 104,785
5,388,690 5,331,690 5,366,866 (35,176)
14,138,930 14,189,930 12,833,849 1,356,081
1,430,240 1,504,290 1,429,325 74,965
2.306.630 2,449,555 2,373,331 76,224
3,113,550 3,151,800 2,372,461 779,339
104,850 114,850 91,586 23,264
478,290 500,690 418,643 82,047
5,068,370 4,596,729 2,641,837 1,954,892
32,029,550 31,839,534 27,527,898 4,311,636
(6,764,850) (6,773,334) (2.356,913) 4,416,421
229,000 229,000 618,659 (389,659)
470,000 470,000 187,795 282208
- (2,375,000 (2,845,176) 470,176
699,000 (1,676,000) (2,038,722) 362,722
1,220,000 1,220,000 1,273,962 (53,962)
(4,845,850) (7,229,334) (3,121,673) (4,107,661)
15,572,823 15,572,823 15,572,823 -
10,726,973 3 8.343 489 $ 12,451,150 $ (4,107,661)
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CITY OF VICKSBURG, MISSISSIPPI
NOTES TO REQUIRED SUPPLEMENTAL INFORMATION
YEAR ENDED SEPTEMBER 30, 2003

BUDGETS

General Budget Policies Preliminary budgets for the ensuing year are prepared by the City Accountant prior to
October 1 of each year. The availability of the proposed budgets for public inspection and the date of the public hearing
on the proposed budgets are then advertised in the official journal. In August, the City holds a public hearing on the
proposed budgets in order to receive comments from the residents of the City. Changes are made to the proposed
budgets based on the public hearing and the desire of the City as a whole. The budgets are then adopted during the
City’s regular September meeting, and the adopted budget is then published in the official journal.

The City Accountant presents necessary budget amendments to the Mayor and Aldermen during the year when, in his
judgment, actual operations are differing materially from those anticipated in the original budget. During a regular
meeting, the Mayor and Aldermen review the proposed amendments, make changes, as it deems necessary, and
formally adopt the amendments. The adoption of the amendments is included in Mayor and Aldermen minutes
published in the official journal.

The City exercises budgetary control at the functional level. Within functions the City Accountant has the discretion to
make changes as he deems necessary for proper control. Unexpended appropriations lapse at year-end and must be
reappropriated in the next year’s budget to be expended. The City does use encumbrance accounting in its accounting
system. Formal budgetary integration is employed as a management control devise.

For the year ended September 30, 2003, GAAP basis budgets were adopted for the all funds.

Encumbrances Encumbrance accounting is recognized within the accounting records for budgetary control purposes.
Authorization for the eventual expenditure will be included in the following year’s budget appropriations.

Budget Basis of Accounting All governmental funds’ budgets are prepared on the GAAP basis of accounting, which is
different from state law. Budgeted amounts are as originally adopted or as amended by the Board. Legally, the Board
must adopt a balanced budget; that is, total budgeted revenues and other financing sources inciuding fund balance must
equal or exceed total budgeted expenditures and other financing uses. State statutes require the Board to amend its
budgets when expenditures within a department are expected to exceed budgeted expenditures or estimates of revenues
are less than anticipated. The City publishes in its official journal these changes.

Explanation of major changes from original budget to final budget On September 30, 2003 the City approved an
amendment to transfer net surplus to the City Bond and Interest Fund to pay general obligation debt in future years in

lieu of raising property taxes.
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IV. OTHER ADDITIONAL INFORMATION
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CITY OF VICKSBURG, MISSISSIPPI
SCHEDULE OF SURETY BONDS FOR MUNICIPAL OFFICIALS
YEAR ENDED SEFTEMBER 30, 2003

OFFICIAL'S ADMINISTRATION OCTOBER 1, 2002 TO SEPTEMBER 30. 2003

Name Position Company Bond
Laurence E. Leyens Mayor and Treasurer Great River Insurance $ 100,000
Gertrude A. Young Alderwoman, President State Farm Fire & $ 75,000
of Board Casualty
Sidney H. Beauman, Jr. Alderman Brierfield Insurance Company $ 50,000
Thomas Moffet Police Chief Western Surety Company $ 50,000
Edna Hadad Deputy City Clerk Western Surety Company $ 50,000
Suzan Ebeling Court Clerk Brierfield Insurance Company $ 10,000
Public Employees Bond Travelers Casualty & Surety $ 10,000
(Blanket Bond) Company of America
Walter W. Osborne, Jr. City Clerk Brierfield Insurance Company $ 50,000
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CITY OF VICKSBURG
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED SEPTEMBER 30, 2003

Federal Pass-through
Federal Grantor/Pass-through CFDA  Entity Identifying Federal
Grantor or Cluster Title Number Number Lxpenditurcs
U.S. Department of Housing and Urban Development:
Pass through programs from the MS Authority Development
CDBG 1999 Home Investment Partnership Program 14.239 M99-5G-28-01-0178 149,450
Total U.S. Department of Housing and Urban Development 149,450
U.S. Department of Justice:
Direct Programs:
Office of Community Policing Services:

COPS MORE 16.710 17,344
Bureau of Justice Assistance:

Bullet Proof Vests 16.607 3,172
Local Law Enforcement Block Grant 16.592 172,344
Office of Justice:

Burecau of Alcohol, Tobacco & Fircarms
Gang Resistant Education and Training 21.053 16,781
Pass through programs from the MS Division of Public Safety
Planning:
Enforcing Underage Drinking Laws 16.579 1-UA-2341 5712
Victim Witness 16.579 INW2347 27,907
Selected Traffic Enforcement Program 16.579 21N2341 7,288
40,907
Juvenile Accountability Incentive Block Grant 16.523 0JB2341 33,474
74,381
Total U.S. Department of Justice 284,022
Federal Emergency Management Agency:
Assistance to Fircfighters 85.554 80,726
Pass through programs from the
MS Emergency Management Agency
Emergency Housing-Flood Mitigation/Unmet Needs 97.029 1265-001 145,319
Total Federal Emergency Management Agency 226,045
Department of Transportation
Pass through programs from MS Department of Transportation
Highway Planning & Construction 20.205 STP-9654-00-(002) 131,963
Highway Planning & Construction 20.205 STP-0440-00-(004) 101.154
Total Department of Transportation 233,117
Total expenditures of federal awards 892,634
See accompanying notes to schedule of expenditures of
federal awards. 67



CITY OF VICKSBURG
NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED SEPTEMBER 30, 2003

NOTE A - Basis of Presentation

The accompanying schedule of expenditures of federal awards includes the federal grant activity of

of City of Vicksburg and is presented on the modified accrual hasis of accounting. The information in
this schedule is presented in accordance with the requirements of OMB Circular A-133, Audits of States,
Local Goverments, and Non-Profit Organizations. Therefore, some amounts presented in this schedule
may differ from amounts presented in, or used in the preparation of, the basic financial statements.
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CITY OF VICKSBURG, MISSISSIPPI
SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
YEAR ENDED SEPTEMBER 30, 2003

FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

None
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V. INTERNAL CONTROL AND COMPLIANCE
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May & Company

A Limised Liability Parmership

WE BRING EXCELLENCE AND INNOVATION TO THE EQUATION

REPORT ON COMPLIANCE AND ON INTERNAL
CONTROL OVER FINANCIAL REPORTING BASED
ON AN AUDIT OF FINANCIAL STATEMENTS
PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS

Honorable Mayor and Board of Aldermen
City of Vicksburg, Mississippi

We have audited the financial statements of the governmental activities, the business-type activities, each major fund,
and the aggregate remaining fund information of City of Vicksburg, Mississippi, as of and for the year ended September
30, 2003, which collectively comprise the City of Vicksburg, Mississippi’s basic financial statements and have issued
our report thereon dated May 14, 2004. We conducted our audit in accordance with auditing standards generally
aceepled in the United States of America and the standards applicable o financial audits contained in Governmernt
Auditing Standards, issued by the Comptroller General of the United States.

Compliance

As part of obtaining reasonable assurance about whether City of Vicksburg, Mississippi’s financial statements are free
of material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts
and grants, noncompliance with which could have a direct and material effect on the determination of financial
statement amounts. However, providing an opinion on compliance with those provisions was not an objective of our
audit, and accordingly, we do not express such an opinion. The results of our tests disclosed no instances of
noncompliance that are required to be reported under Government Auditing Standards. However. we noted certain
immaterial instances of noncompliance, which we have reported to management of the City of Vicksburg, Mississippi
in a separate letter dated May 14, 2004,

Internal Congol Over Financial Reporting

In planning and performing our audit, we considered City of Vicksburg, Mississippi’s internal control over financial
reporting in order to determine our auditing procedures for the purpose of expressing our opinions on the financial
statements and not to provide assurance on the internal control over financial reporting. However, we noted certain
matters involving the internal control over financial reporting and its operation that we consider to be reportable
conditions. Reportable conditions involve matters coming to our attention relating to significant deficiencies in the
design or operation of the internal control over financial reporting that, in our judgment, could adversely aftect City of
Vicksburg, Mississippi’s ability to record, process, summarize and report financial data consistent with the assertions of
management in the financial statements. The reportable condition is described in the accompanying schedule of
findings and questioned costs as item 03-1.

A material weakness is a condition in which the design or operation of one or more of the internal control components
does not reduce to a relatively low level the risk that misstatements in amounts that would be material in relation to the
financial statements being audited may occur and not be detected within a timely period by employees in the normal
course of performing their assigned functions. Our consideration of the internal control over financial reporting would
not necessarily disclose all matters in the internal control that might be reportable conditions and, accordingly, would
not necessarily disclose all reportable conditions that are also considered to be material weaknesses. However, of the
reportable condition described above, we consider item 03-1 to be a material weakness. We also noted other matters
involving the internal control over financial reporting which we have reported to management of City of Vicksburg,
Mississippi in a separate letter dated May 14, 2004.

CERTIFIED PuLiC ACCOUNTANTS AND CONSLLTANTS

110 MonuMenT PLACE » PosT OFFIcE Box 821568 « VicKkssuna, Mississip 39162-1568 « TELEPHONE (801) 836-4762 « FAX (601) 636-9476
emall; infoline @maycpa.com * website: www.maycpa.com



Honorable Mayor and Board of Aldermen
City of Vicksburg, Mississippi

Page Two

This report is intended solely for the information and use of the management, state auditors and federal awarding
agencies and pass-through entities and is not intended to be and should not be used by anyone other than these specified
parties.

777% y WM, Y-

Vicksburg, Mississippi
May 14, 2004
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WE BRING EXCELLENCE AND INNOVATION TO THE EQUATION

REPORT ON COMPLIANCE WITH REQUIREMENTS
APPLICABLE TO EACH MAJOR PROGRAM AND ON INTERNAL CONTROL,
OVYER COMPLIANCE IN ACCORDANCE WITH OMBD CIRCULAR A-133

Honorable Mayor and Board of Aldermen
City of Vicksburg, Mississippi

Compliance

We have audited the compliance of City of Vicksburg, Mississippi. with the types of compliance requirements
described in the U.S. Office of Management and Budger (OMB) Circular A-133 Compliance Supplement that are
applicable to each of its major federal programs for the year ended September 30, 2003. City of Vicksburg,
Mississippi’s major federal programs are identified in the summary of auditor’s results section of the accompanying
schedule of findings and questioned costs. Compliance with the requirements of laws, regulations, contracts and grants
applicable to each of its major federal programs is the responsibility of City of Vicksburg, Mississippi’s management.
Our responsibility is to express an opinion on City of Vicksburg, Mississippi’s compliance based on our audit.

We conducted our audit of compliance in accordance with auditing standards generally accepted in the United States of
America; the standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States; and OMB Circular A-133, Audits of States, Local Governments, and Non-
Profit Organizations. Those standards and OMB Circular A-133 require that we plan and perform the audit to obtain
reasonable assurance about whether noncompliance with the types of compliance requirements referred to above that
could have a direct and material effect on a major federal program occurred. An audit includes examining, on a test
basis. evidence about City of Vicksburg, Mississippi’s compliance with those requirements and performing such other
procedures as we considered necessary in the circumstances. We believe that our audit provides a reasonable basis for
our opinion. Our audit does not provide a legal determination of City of Vicksburg, Mississippi’s compliance with
those requirements.

In our opinion, City of Vicksburg, Mississippi complied, in all material respects, with the requirements referred to
above that are applicable to each of its major federal programs for the year ended September 30, 2003.

Intemal Control Over Compliance

The management of City of Vicksburg, Mississippi, is responsible for establishing and maintaining effective internal
contro] over compliance with requirements of laws, regulations, contracts and grants applicable to federal programs. In
planning and performing our audit, we considered City of Vicksburg, Mississippi’s internal control over compliance
with requirements that could have a direct and material effect on a major federal program in order to determine our
auditing procedures for the purpose of expressing our apinion on compliance and to test and report on internal control
over compliance in accordance with OMB Circular A-133.

Our consideration of the internal control over compliance would not necessarily disclose all matters in the internal
contro] that might be material weaknesses. A material weakness is a condition in which the design or operation of one
or more of the internal control components does not reduce to a relatively low level the risk that noncompliance with
applicable requirements of laws, regulations, contracts, and grants that would be material in relation to a major federal
program being audited may occur and not be detected within a timely period by employees in the normal course of
performing their assigned functions. We noted no matters involving the internal control over compliance and its
operation that we consider to be material weaknesses.

CERTIFIED PURI I ACCOUNTANTS AND CONSULTANTS

110 MONUMENT PLACE * Poat Ofrice Box 821568 « Vickssuna, Mississirp 38162-1568 « TELEPHONE (601) 638-4762 » FAX (601) 836-9476
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Honorable Mayor and Board of Aldermen
City of Vicksburg, Mississippi

Page Two

This report is intended solely for the information and use of the management, state auditors, and federal awarding
agencies and pass-through entities and is not intended to be and should not be used by anyone other than these specified

parties.

777% ¢ WM@

Vicksburg, Mississippi
May 14, 2004
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CITY OF VICKSBURG, MISSISSIPPI
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
YEAR ENDED SEPTEMBER 30, 2003

A. SUMMARY OF AUDIT RESULTS

The auditor’s report expresses an unqualified opinion on the general purpose financial statements of the City of
Vicksburg, Mississippi. .

One reportable condition disclosed during the audit of the financial statements is reported in the Report on
Comptiance and on Internal Control Over Financial Reporting Based on an Audit of Financial Statements
Performed in Accordance with Government Auditing Standards. This condition is reported as a material
weakness.

No instances of noncompliance material to the financial statements of the City of Vicksburg, Mississippi were
disclosed during the audit.

No reportable conditions relating to the audit of the major federal award programs are reported in the Report on
Compliance with Requirements Applicable to Each Major Program and Internal Control Over Compliance in
Accordance with OMB Circular A-133.

The auditor’s report on compliance for the major federal award programs for the City of Vicksburg, Mississippi
expresses an unqualified opinion on all major federal programs.

No audit findings relative to the major federal award programs for the City of Vicksburg, Mississippi are
reported in this Schedule.

The programs tested as major programs included: U. S. Department of Justice CFDA 16.592, U. S. Department
of Housing and Urban Development CFDA 14.239 and Federal Emergency Management Agency CFDA 97.029
and 85.554.

The threshold for distinguishing Types A and B programs was $300,000.

B. FINDINGS - FINANCIAL STATEMENT AUDIT

REPORTABLE CONDITIONS:

03 1 Enterprise Fund Reconcilintions

Condition: The City failed to reconcile the enterprise fund’s pefty cash, accounts receivable and deposits in a
timely manner.

Criteria: Internal controls should be in place that would provide reasonable assurance that the enterprise funds’
balances are reconciled to the general ledger monthly.

Effect. Because the enterprise fund accounts receivable ledger is not reconciled to the general ledger, the City is
unable to have a true understanding of the revenue from this fund.

Recommendation: Monthly reconciliation of the enterprise fund’s accounts receivable ledger to the general
ledger should be performed to determine the true amount of revenue.

Continued
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CITY OF VICKSBURG, MISSISSIPP1
SCHEDULE OF FINDINGS AND QUESTIONED COSTS - CONTINUED
YEAR ENDED SEPTEMBER 30, 2003

C. FEDERAL AWARD FINDINGS AND QUESTIONED COSTS
REPORTABLE CONDITIONS:

None
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WE BRING EXCELLENCE AND INNOVATION To THE EQUATION

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

Honorable Mayor and Board of Aldermen
City of Vicksburg, Mississippi

We have audited the financial statements of the City of Vicksburg, Mississippi as of and for the year ended September
30, 2003, and have issued our report thereon dated May 14, 2004. We conducted our audit in accordance with auditing
standards generally accepted in the United States of America and the standards applicable to financial audits contained
in Government Auditing Standards.

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

The results of those procedures and our audit of the financial statements disclosed the following material instances of
noncompliance with state laws and regulations. Our findings and recommendations are as follows:

Budgetary Basis - The City is in violation of Section 21-35-23 of the Mississippi Code of 1972, which prescribes the
accounting basis for adopting municipal budgets. The City adopts its budgets on the GAAP basis, which is not an
approved method. The GAAP basis is in accordance with generally accepted accounting principles, while state law
prescribed a modified cash basis for budgets. This is a prior year finding.

Response: - As in previous years, the City has adopted the GAAP basis budget to correlate with the method of
accounting used in its financial reporting process.

Fines and Forfeitures — The City is in violation of Section 21-15-21 of the Mississippi Code of 1972, which prescribes
for the collection and immediate settlement of all fines and forfeitures when due.

Response: - The City is in the process of reviewing the entire procedures in its court system and developing pracedures
to enhance internals controls and compliance. In addition, the City is presently conducting training courses on software
and interviews of the court system personnel to improve the financial reporting information.

The instances of noncompliance of the prior year have been corrected by management unless it is specifically stated
otherwise in the findings and recommendations noted above.

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

This report is intended for the information of the City of Vicksburg, Mississippi’s management and the Office of the
State Auditor and is not intended to be and should not be used by anyone other than those specified parties. However,
this report is a matter of public record and its distribution is not limited.

W&W«* Wﬂ@

Vicksburg, Mississippi
May 14, 2004

CERTIFIED PURLIC ACCOUNTANTS AND CONSIHTANTS
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