City of Biloxi
Executive Summary of 2008 Audit
Here is the outline of the executive summary of the FY 2008 audit that was presented to the City

Council on Tuesday, Aug. 4, 2009, by Culumber, Fletcher, Harvey & Association, P.A.,
Certified Public Accountants.

Audit
Definition
e An "independent" examination of the City's financial records
Purpose

e Legal Requirement Mississippi Code
e Check and Balance -- Executive and Legislative Function
e Good Business Practices

Types of Audits

¢ Financial Statement Audit
Answers the question: Are the City's financial records presented accurately and fairly?

e Single Audit - $500,000 threshold
Answers the questions:
--- Did the City comply with various laws and regulations relating to the receipt
and disbursement of federal funds?
--- Is the City's internal control structure such that chances of financial reporting
errors and theft is maintained at a low level?

Financial Highlights
Overall Financial Condition of the City
e The General Fund fund balance decreased by $11 million in 2008 due to a budgeted
deficit.
e Deficit budgeting has occurred for the past four years. Continuing this trend could be
detrimental to the City.

General Fund — Undesignated Fund Balance
¢ Fund Balance is the difference between assets and liabilities reported in a governmental
fund. The purposes of maintaining an adequate fund balance are to:
--- stabilize tax rates due to economic slowdowns
--- provide the City with emergency funds in the event of a natural disaster and or
unforeseen emergency
--- provide the City with a working cash balance for the first three months of the
fiscal year until property taxes become due
e This statistic is the most widely used by credit rating agencies in assessing the overall
credit worthiness of a governmental entity.



General Fund Balance
General Fund balance on the budget basis at September 30, 2008 was $27 million.
However, $9.3 million has been designated for capital projects.
Gaming Revenues, Sales Tax Revenues, and Investment Income are declining.
Costs for salaries, longevity, and health insurance are increasing.

Water and Sewer Fund
City needs to evaluate the need to adjust the water and sewer rates currently charged.
AG opinion dated March 16, 2009 on utility services states the following:
A municipality may not charge users a fee for services received that is less than
that charge incurred by the municipality to provide such service, as such would
result in an unlawful donation.

An operating loss of $3.6 million resulted in the year ending September 30, 2008
compared to an operating loss of $1.8 million in the year ending September 30, 2007.
The Water and Sewer Fund paid Harrison County Utility Authority $3.7 million in 2008
compared to $1.2 million in 2007.

Currently, there is a $3 million loss through June 30, 2009 and the City is anticipating a
$5 million loss for the year ending September 30, 2009.

Approximately, $6.7 million will be paid to Harrison County Utility Authority for the
year ending September 30, 2009.
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