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INTRODUCTORY SECTION

The introductory section is intended to familiarize the reader with the organizational structure of 
the City of Meridian, Mississippi, the nature and scope of the services it provides and the 
specifics of its legal operating environment. 





Blended component units, although legally separate entities, are, in substance, part of the 
primary government's operations and included as part of the primary government.  Accordingly,
the Meridian Public Improvement Corporation is reported as a special service fund of the 
primary government. Discretely presented component units are reported in a separate column in 
the combined financial statements to emphasize that they are legally separate from the primary
government and to differentiate their financial position, results of operations and cash flows from 
those of the primary government.  The Meridian Airport Authority, the Meridian Transportation 
Commission, the Meridian Redevelopment Authority and the Meridian and Bonita Lakes
Development Authority are reported as discretely presented component units. 

THE GOVERNMENTAL STRUCTURE AND SERVICES PROVIDED

Incorporated in 1860, Meridian is located in east central Mississippi and is the county seat of
Lauderdale County.  Meridian operates under the Mayor-Council form of government, having
five council members elected by wards, and a full-time mayor elected at-large. The mayor and
council serve concurrent, four-year terms.  Having an official 2000 population of 39,968, the city
covers an area of approximately 46 square miles.

ECONOMIC CONDITION AND OUTLOOK

Investments in downtown continue the revitalization of the center of the city through conversion 
of vacant buildings to new purposes, both residential and commercial. The number of downtown
restaurants has jumped a dramatic 400 percent and more than 50 new downtown businesses 
opened during the year, representing more than $18 million in investment.  Retail growth
continues with strong sales at Bonita Lakes Mall and growth in the vicinity of the mall with the
Wal-Mart Super Center and completion of the Lowe's home improvement center as well as
smaller stores.  The total value of building permits issued for the year was in excess of $28.3
million.  Construction is well under way of the sewer plant and lines to Naval Air Station (NAS) 
Meridian which will help secure retention of the base.  Sales tax revenue grew by 6%, evidence
of the return of Meridian as a regional retail center.

ACCOMPLISHMENTS

The development of the Marks Rothenberg building and Grand Opera House of Mississippi as an
arts education and conference center by a joint public and private partnership is on schedule.
Architects have been selected to design the renovations and architects have also been selected 
and design work completed to construct a companion $7 million dollar parking garage to be built 
by the city in the spring of 2003.

The Public Safety Training Center continues to grow as both a municipal and regional training
center.  Safety has also been enhanced with the addition to the Fire Department of a second K-9 
with bomb detecting capabilities.
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Meridian continues to be the safest city in Mississippi with a population over 30,000.  The Police 
Department continues to enhance its capabilities with the addition of a computer and software to 
assist with information on missing or endangered children.  Another new system was added to 
allow notification to local media of situations that warrant public awareness.

Recreation continues to play a significant role in the community with classes, sports programs
and special events.  New events were added this year including a "Moonlight" 5k run and a
"Night Golf Tournament" in conjunction with the Meridian Symphony League.

Major projects completed included a new 10-million-gallon water tank, lime silo, renovations to 
the sewer plant, connection of 10th Avenue and Windmill Drive to spur subdivision development, 
continued construction of sewer infrastructure to Naval Air Station Meridian and the start of 
design work for water and sewer improvements to the new county industrial park. 

Various grants were received for a survey of properties within the Urban Center and Union
Station historic districts, improvements to city hall, and preservation of historic photo 
collections.  The zoning ordinance was amended to be more responsive to development. 

Retiree recruitment efforts continued, with over 1500 inquiries processed. 

FUTURE INITIATIVES 

Downtown revitalization continues with support of private development through provision of 
public infrastructure. 

Development of Bonita Lakes as a recreational center will continue with additional grants and
trail development.  Bonita Lakes will also be the site of the Mississippi Arts & Entertainment
Center, a $50 million complex including a Hall of Fame, outdoor amphitheatre and other venues 
for education and entertainment. 

FINANCIAL INFORMATION

The city's management is responsible for establishing and maintaining an internal control
structure designed to ensure that assets are protected from loss, theft or misuse; to ensure that
transactions are executed in accordance with proper management authorization and compiled to
allow for preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America, and that such transactions are in compliance with
applicable laws and regulations.

Internal controls are designed to provide reasonable, but not absolute, assurance that assets are 
safeguarded against loss from unauthorized use or disposition and that the financial records for 
preparing financial statements and maintaining accountability for assets are reliable. The
concept of reasonable assurance recognizes that (1) the cost of control should not exceed the
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benefits likely to be derived, and (2) the evaluation of costs and benefits requires estimates and
sound judgment on the part of management.
In addition to financial controls, the city maintains budgetary controls.  The city prepares an 
annual budget on a non-GAAP basis, as required by state law.  The level of budgetary control 
(that is, the level at which expenditures cannot legally exceed the appropriated amount) is 
adopted by major expenditure classifications within departments or funds.  These major 
classifications are:  Personnel Services, Supplies & Expenses, Capital Outlay, and Transfers &
Other Charges.  Budgets are prepared and presented in accordance with applicable state law and
state auditor guidelines.

The city maintains an encumbrance accounting system.  For governmental type funds,
encumbrances outstanding at year-end are reported as reservations of fund balances, and are 
reappropriated in the next year's budget.

Budgetary compliance is monitored by the Department of Finance & Records and coordinated 
with the other department directors and the chief administrative officer.

GENERAL GOVERNMENT FUNCTIONS

The following schedules reflect activities within the General Fund, Special Revenue Funds, Debt 
Service Fund and Capital Projects Funds, which represent Governmental Fund Types:

 2002 Percent 2001 Increase % Increase
Revenue Source (in 000s) Amount of Total Amount (Decrease) (Decrease)

General Property Tax $ 10,179 39.55% $ 9,419 760 8.07%
Sales Tax 11,450 44.48  10,765 685 6.36
Intergovernmental Revenue 864 3.35 2,174 (1,310) (60.26)
Franchise Fees 1,747 6.79 1,748 (1) (0.06)
Fines, Fees, Permits 948 3.68 978 (30) (3.07)
Interest 174 0.68 538 (364) (67.66)
Other Revenues 329 1.28 239 90 37.66
Local Contributions         49     0.19         81      (32) (39.51) 

Total $ 25,740 100.00  $  25,942    (202) (0.78) 

Revenues for general governmental function totaled $25,739,815 for FY2002, a decrease of
(0.78%) compared to FY2001.

General property taxes increased by $760,000 when compared with FY2001 due to increased 
assessed value with new property being added to the tax roll.  Sales tax represents the majority of
revenue for the general fund and increased 6.36% from FY2001.
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Expenditures for Governmental Fund Types are shown in the following tabulation: 

Expenditures by 2002 Percent 2001 Increase % Increase
Function (in 000s) Amount of Total Amount (Decrease) (Decrease)

General Government $ 5,116 17.00%  $ 4,842 274 5.66%
Public Safety 9,999 33.23 9,956 43 .43
Public Works 2,876 9.56 2,966 (90) (3.03)
Culture & Recreation 1,535 5.10 1,527 8 0.52
Economic Development 

and Other 226 0.75 218 8 3.67
Capital Outlay 4,644 15.43 4,366 278 6.37
Debt Service    5,698    18.93    5,579    119 2.13 

Total $ 30,094 100.00  $  29,454    640 2.17 

Expenditures for general government purposes totaled $30,094,462 an increase of 2.17% over 
2001.

GENERAL FUND BALANCE

The General Fund balance for 2002 was $5,219,659 as compared to $3,623,094 for 2001. 

ENTERPRISE AND OTHER OPERATIONS

The City of Meridian operates five enterprise operations, the largest being the Water and Sewer
Fund.  The city also operates a municipal golf course, a concession fund for various park
concessions, a multi-modal facility and a waste collection and disposal fund. 

The Water and Sewer Fund provides for traditional water and sewer services on a fee-based 
revenue structure.

In Fiscal year 2002 the City of Meridian continued an expansion of the water and sewer system
into a recently annexed area.  This area contains the multi-purpose agriculture center and the 
proposed new industrial park.  This is a continuation of the long-term development of the City of 
Meridian.

Comparative data for the enterprise funds is presented as follows:

FY2002 FY2001

Operating Revenue $  12,428,325 11,399,737

Operating Expenses $   9,705,983   9,731,413

Operating Income $   2,722,342   1,668,324
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EMPLOYEES' RETIREMENT PLANS

The City of Meridian participates in two, separately administered retirement systems
administered by the Public Employees' Retirement System of Mississippi (PERS). 

Certain municipal employees hired prior to June 1, 1976 participated in one of two local systems
as provided by state statute.  Those systems and similar systems in other municipalities are now
administered by PERS.  State law mandates local millage increases at the maximum rate of 1/2 
mill per year until the fund is actuarially sound based on declared benefits.  A state-funded 
actuarial study is conducted annually. As of fiscal year 2002, the city has levied 7.79 mills (3 
mills for general employees and 4.79 mills for police and fire) for funding the system.
Employees participating in this plan contribute from 7% (general employees) to 10% (police and 
fire employees) of their annual salary. For fiscal year September 30, 2002, employer
contributions were $1,772,464 and employee contributions were $29,236. 

All of the city's full-time employees hired on or subsequent to June 1, 1976 and those full-time 
employees hired prior to June 1, 1976 who did not opt to remain in the old retirement system,
participate in the Public Employees' Retirement System of Mississippi (PERS), a cost-sharing,
multiple-employer, defined benefit public employee retirement system.  The covered payroll for 
employees covered by PERS (statewide) for the state fiscal year ending June 30, 2002 was
$4,220,539,000; the city's total payroll for PERS coverage being $12,446,719.  Covered 
employees were required to contribute 7.25% of their salary to PERS.  The employer rate was 
9.75%.  The contribution requirement for the state fiscal year ended June 30, 2002 was 
$1,202,559 from the city and $894,241 from employees.

DEBT ADMINISTRATION

Bonds outstanding as of September 30, 2002 were as follows: 

General Obligation $ 9,735,000
Special Assessment $ 4,655,000
Water & Sewer Revenue $ 24,160,000
Tax Increment Financing $ 6,420,000

Other debts outstanding at September 30, 2002 were as follows: 

Certificates of Participation $ 340,000
Capital Leases $ 2,311,646
Water & Sewer Promissory Note $ 8,290,000
Capital Loans $ 1,237,273
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General Obligation Bonds are a direct, tax-supported debt funded by a statutorily unlimited 
millage levy as required.  For FY2002, the millage levy for general debt was 15.01 mills as
compared with 15.00 for FY2001.

Special Assessment Bonds represent street improvements, primarily curbs, gutters and overlays
that are petitioned for by citizens.  A portion of the cost is assessed to the property owners
benefited and the balance is paid through general taxation.

Water & Sewer Revenue Bonds are obligations of the Water & Sewer Fund and are paid for 
from water and sewer revenues.  The city borrowed $3,100,000 through the State of Mississippi 
Development Bank for provision of sewer lines to NAS Meridian and water and sewer lines to 
the new industrial park.

Prior to 1987, Separate School District bonds were issued in accordance with state statutes by the
city on behalf of the schools. Subsequent to 1987, school bonds are issued by the school district. 

The city has maintained an "A+" rating from Standard and Poors on recent General Obligation
Bonds.

The ratio of net bonded debt to assessed value and bonded debt per capita for the City of 
Meridian at the end of September 30, 2002 fiscal year are as follows: 

Ratio of Debt Bonded
Net to Assessed Debt Per

Population Assessed Value Bonded Debt      Value   Capita 

39,968 $ 230,142,544 $ 12,195,633 5.30% $ 305 

GENERAL FIXED ASSETS

The General Fixed Assets of the city are those fixed assets used in the performance of general
governmental functions and exclude the fixed assets of the Enterprise Funds.  As of September 
30, 2002, the General Fixed Assets of the city totaled $35,526,244. These assets are valued at 
historical cost or estimated historical cost.

CASH MANAGEMENT

The city utilizes a cash management policy to analyze cash flow and project immediate cash
needs in order to maximize investment earnings. As allowed by state statute, idle funds are 
invested in certificates of deposit with municipal depositories and direct obligations of the U. S. 
Treasury.  Also, all remaining cash is placed in interest-bearing checking accounts. 
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RISK MANAGEMENT

Risk management efforts are coordinated through the office of the risk manager.  The city
maintains various forms of insurance, including but not limited to workers compensation, 
property, various liability policies and employee health insurance.  Various training and safety
programs are conducted and the city has implemented an Employee Assistance Program,
designed to assist employees with problems and to retain employees if possible, and a health-
screening program providing preventive health care. All new employees are tested for drugs and
a random drug-screening program is conducted monthly from a pool of all employees.

INDEPENDENT AUDITORS

The laws of the State of Mississippi require that an annual audit of the books of account, 
financial records and transactions of the city be performed by a certified public accountant.  For
fiscal year 2002, this audit was performed by Breazeale, Saunders & O'Neil, Ltd.  The city is 
also required to have an audit performed in compliance with The Single Audit Act Amendments
of 1996 regarding grants received from the federal government. The required reports are herein 
included.

AWARDS

The Government Finance Officers Association of the United States and Canada (GFOA)
awarded a Certificate of Achievement for Excellence in Financial Reporting to the City of
Meridian for its comprehensive annual financial report for the fiscal year ended September 30,
2001. This was the sixth consecutive year that the city has achieved this prestigious award.  In
order to be awarded a Certificate of Achievement, a government must publish an easily readable
and efficiently organized comprehensive annual financial report.  This report must satisfy both 
accounting principles generally accepted in the United States of America and applicable legal
requirements.

A Certificate of Achievement is valid for a period of one year only.  We believe that our current 
comprehensive annual financial report continues to meet the Certificate of Achievement 
Program's requirements and we are submitting it to the GFOA to determine its eligibility for
another certificate.
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FINANCIAL SECTION

The financial section contains the financial statements of the City’s various funds and account 
groups prepared in conformity with accounting principles generally accepted in the United States 
of America.  The financial section is organized into a financial reporting pyramid. The pyramid
is an organizational plan for presenting basic financial statements in governmental financial
reports in an optimally efficient manner.  Under the pyramid approach, financial statements of
the City are presented on three distinct reporting levels:

Combined financial statements��

��

��

Combining statements of fund types
Supplemental data containing physically separate fund statement information
and more detailed financial data 
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INDEPENDENT AUDITORS’ REPORT

The Honorable Mayor John Robert Smith and 
Honorable Members of the City Council

City of Meridian, Mississippi:

We have audited the accompanying general purpose financial statements of the City of Meridian,
Mississippi (City) as of and for the year ended September 30, 2002, as listed in the table of 
contents.  These general purpose financial statements are the responsibility of the City’s
management.  Our responsibility is to express an opinion on these general purpose financial 
statements based on our audit. We did not audit the financial statements of the Meridian
Transportation Commission or the Meridian Airport Authority, which represent 99.7% of the 
assets and 100% of the operating revenues of the component units column.  Those financial 
statements were audited by other auditors whose reports have been furnished to us, and our 
opinion on the general purpose financial statements, insofar as it relates to the amounts included 
for these component units, is based solely on the reports of the other auditors. 

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
general purpose financial statements are free of material misstatement.  An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the general
purpose financial statements.  An audit also includes assessing the accounting principles used 
and significant estimates made by management, as well as evaluating the overall general purpose
financial statement presentation. We believe that our audit and the reports of other auditors 
provide a reasonable basis for our opinion. 

In our opinion, based on our audit and reports of other auditors, the general purpose financial 
statements referred to above present fairly, in all material respects, the financial position of the 
City as of September 30, 2002, and the results of its operations and the cash flows of its 
proprietary fund types for the year then ended in conformity with accounting principles generally
accepted in the United States of America.
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CITY OF MERIDIAN, MISSISSIPPI
Notes to Financial Statements

September 30, 2002 

(1) Summary of Significant Accounting Policies

(a) Reporting Entity

The City of Meridian, Mississippi (City) is a municipal corporation governed by
an elected mayor and a five-member council.  It provides the following services as 
authorized by its charter: public safety (police and fire), highways and streets, 
sanitation, health and social services, culture-recreation, public improvements, 
planning and zoning, and general administrative services.

As required by accounting principles generally accepted in the United States of 
America, these financial statements present the City (the primary government) and
its component units.  Government Accounting Standards Board (GASB)
Statement No. 14, “The Financial Reporting Entity”, defines the governmental
financial reporting entity as the primary government, organizations for which the
primary government is “financially accountable”, and other organizations for 
which the nature and significance of their relationship with the primary
government are such that exclusion would cause the reporting entity’s financial
statements to be misleading or incomplete.

“Financial accountability” is the benchmark for determining which organizations
are component units of a primary government.  Financial accountability exists
when a primary government has appointed a voting majority of the governing
body of a legally separate organization and (1) is able to impose its will on that
organization or (2) there is a potential for the organization to provide specific 
financial benefits to, or impose specific financial burdens on, the primary
government. Blended component units, although legally separate entities, are, in 
substance, part of the City’s operations and so data from these units are combined
with data of the primary government.  Discretely presented component units are 
reported in a separate column in the combined financial statements to emphasize
that they are legally separate from the City. The component units discussed below 
are included in the City’s reporting entity because of the significance of their 
operational or financial relationships with the City.
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CITY OF MERIDIAN, MISSISSIPPI
Notes to Financial Statements

September 30, 2002 

(1) Summary of Significant Accounting Policies (Continued)

(a) Reporting Entity (Continued)

Blended Component Unit -

Meridian Public Improvement Corporation

Meridian Public Improvement Corporation (MPIC) was incorporated by the City
on April 20, 1992, to serve as a financing authority exclusively for the City. The
members of MPIC’s governing Board of Directors are appointed by the City
Council and the City’s Mayor.  MPIC has issued debt to provide financing for the 
construction of certain major capital projects and has entered into capital leases
with the City, whereby MPIC will transfer title to the City upon the City’s
exercising a bargain purchase option at the end of the leases. The City has
included all related debt and assets of MPIC in its general long-term debt and 
general fixed assets account groups. Additionally, the debt service activity of
MPIC has been included in the debt service activity of the City.

Discretely Presented Component Units:

Meridian Airport Authority

Meridian Airport Authority (MAA) was established by the City on March 17,
1992, in accordance with Title 61, Chapter 3, Article V of the Mississippi Code of
1972 to manage the local airport facilities within the City’s jurisdiction.  MAA 
has a five member Board appointed by the City’s Mayor and approved by the City
Council.  Also, the City has the ability to impose the its will upon MAA because it 
has reserved the right to unilaterally abolish MAA at its discretion.

Meridian Transportation Commission

Meridian Transportation Commission (MTC) was created by the City on 
November 7, 1972, in accordance with Title 21, Chapter 27, Article I of the
Mississippi Code of 1972 to manage the local mass transit system of the City and 
to provide public transportation systems and facilities. MTC has a five member
board appointed by the City’s Mayor and approved by the City Council, members 
of which may be removed at the will of the City. The City finances a significant
portion of MTC’s annual operations; therefore, MTC is considered financially
dependent on the City.

 31



CITY OF MERIDIAN, MISSISSIPPI
Notes to Financial Statements

September 30, 2002 

(1) Summary of Significant Accounting Policies (Continued)

(a) Reporting Entity (Continued)

Discretely Presented Component Units (Continued):

Meridian Redevelopment Authority

Meridian Redevelopment Authority (MRA) was created by the City on August 3, 
1982, in accordance with Title 43, Chapter 35, Article I of the Mississippi Code of 
1972 to manage and account for the City’s local urban renewal activities.  MRA 
has a five-member board appointed by the City’s Mayor and approved by the City
Council. The Community Development Department of the City provides staff 
support to MRA and funds for the continued operation of MRA as needed. 

Meridian and Bonita Lakes Development Authority

Meridian and Bonita Lakes Development Authority (MBLDA) was created by
resolution of the City Council on August 6, 1991.  As such, it is a political 
subdivision for the purpose of constructing or leasing a convention center and/or 
coliseum facility and of developing and operating any improvements, land or
structure and commercial activities compatible with a sustained and viable
tourism industry within the City of Meridian, the County of Lauderdale or the 
general geographic region.  MBLDA has a nine-member board appointed by the 
City’s Mayor and approved by City Council.  Also, the City has the ability to 
impose the its will upon MBLDA because it has reserved the right to unilaterally
abolish MBLDS at its discretion. 

MPIC, MAA and MTC have September 30 year ends, whereas MRA and 
MBLDA have December 31 year ends.  Complete financial statements for each of 
the individual component units may be obtained at the entities’ administrative
offices.

Meridian Airport Authority Meridian Transportation Commission 
2811 Highway 11 South 1901 Front Street 
Meridian, Mississippi Meridian, Mississippi 

Meridian Redevelopment Authority Meridian Public Improvement Corporation 
601 24th Avenue 601 24th Avenue
Meridian, Mississippi Meridian, Mississippi 

Meridian and Bonita Lakes Development Authority
601 24th Avenue 
Meridian, Mississippi 
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(1) Summary of Significant Accounting Policies (Continued)

(a) Reporting Entity (Continued)

Related Organizations -

With approval of the City Council, the City’s Mayor is responsible for appointing
a voting majority of members to the boards of both the Meridian Municipal
Separate School District and the Housing Authority of the City of Meridian.  The 
City also makes other types of ministerial approvals for these organizations;
however, the City’s accountability for these organizations does not extend beyond
making the appointments or approvals. 

(b) Measurement Focus, Basis of Accounting and Basis of Presentation

The financial statements of the City have been prepared in conformity with
accounting principles generally accepted in the United States of America as 
applied to governmental units.  The Governmental Accounting Standards Board
(GASB) is the accepted standard setting body for establishing governmental
accounting and financial reporting principles.  The accounts of the City are 
organized and operated on the basis of funds and account groups.  A fund is an 
independent fiscal and accounting entity with a self-balancing set of accounts that 
comprise its assets, liabilities, fund equity, revenues and expenditures (expenses).
Fund accounting segregates funds according to their intended purpose and is used
to aid management in demonstrating compliance with finance-related legal and
contractual provisions.  The minimum number of funds are maintained consistent 
with legal and managerial requirements.  Account groups are a financial reporting
device to account for certain assets and liabilities of the government funds not 
recorded directly in those funds because they do not directly affect net expendable
available resources. 

The City has the following fund types and account groups:

Governmental Funds

Governmental funds types use the flow of current financial resources as a 
measurement focus and, therefore, use the modified accrual basis of accounting.
Under the modified accrual basis of accounting, revenues are recognized when
susceptible to accrual, that is, when they are “measurable and available”.
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(1) Summary of Significant Accounting Policies (Continued)

(b) Measurement Focus, Basis of Accounting and Basis of Presentation
(Continued)

Governmental Funds (Continued)

“Measurable” means the amount of the transactions can be determined and 
“available” means collectible within the current period or soon enough thereafter 
to pay liabilities of the current period.  The City considers all revenues available if 
they are collected within 30 days after year end.  Expenditures are recorded when 
the related fund liability is incurred, except for unmatured interest on general
long-term debt which is recognized when due, and certain compensated absences 
and claims and judgments which are recognized when the obligations are expected
to be liquidated with expendable available financial resources. 

Entitlements and shared revenues are recorded at the time of receipt or earlier if 
accrual criteria are met.  Expenditure-driven grants are recognized as revenue
when the qualifying expenditures have been incurred and all other grant
requirements have been met. 

Property taxes, franchise taxes, licenses, interest and special assessments are 
susceptible to accrual.  Sales taxes collected and held by the State at year-end on 
behalf of the City are also recognized as revenue.  Other receipts and taxes
become measurable and available when the cash is received by the City and are 
recognized as revenue at that time.

Governmental funds are used to account for the City’s general government
activities and include the following fund types:

General Fund

This fund is the primary operating fund of the City.  It is used to account for all 
financial resources of the general government, except those required to be 
accounted for in other funds. 
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(1) Summary of Significant Accounting Policies (Continued)

(b) Measurement Focus, Basis of Accounting and Basis of Presentation
(Continued)

Governmental Funds (Continued)

Special Revenue Funds

These funds are used to account for the proceeds of specific revenue sources 
(other than special assessments, expendable trusts, or major capital projects) that
are legally restricted to expenditure for specified purposes. 

Debt Service Fund

This fund is used to account for the accumulation of resources for, and the 
payment of, general long-term debt principal, interest, and related costs not being
financed by proprietary funds or nonexpendable trust funds. 

Capital Projects Funds

These funds are used to account for financial resources to be used for the
acquisition of fixed assets or construction of major capital facilities not being
financed by proprietary funds or nonexpendable trust funds. 

Proprietary Funds

Proprietary funds use the flow of economic resources as a measurement focus and, 
therefore, use the accrual basis of accounting.  Under this method, revenues are 
recorded when earned, and expenses are recorded at the time liabilities are
incurred.  The City applies all applicable GASB and Financial Accounting
Standards Board (FASB) pronouncements in accounting and reporting for its 
proprietary operations.  Proprietary funds include the following fund types:

Enterprise Funds

These funds are used to account for operations that are financed and operated in a 
manner similar to private business enterprises or where the City Council has 
decided that periodic determination of revenues earned, costs incurred, and/or net 
income is appropriate for capital maintenance, public policy, management control,
accountability, or other purposes. 
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(1) Summary of Significant Accounting Policies (Continued)

(b) Measurement Focus, Basis of Accounting and Basis of Presentation
(Continued)

Proprietary Funds (Continued)

Internal Service Funds

These funds are used to account for goods or services provided by one department 
or agency to other departments or agencies of the City, or to other governments,
on a cost-reimbursement basis. 

Fiduciary Funds

Fiduciary funds account for assets held by the City as an agent on behalf of others.
These funds are custodial in nature and do not represent results of operations or 
have a measurement focus.  The fiduciary funds include the following:

Agency Funds

Agency funds are used to account for assets that the City holds for others in an 
agency capacity.  These funds use the modified accrual basis of accounting.

Account Groups

Account groups are accounting entities used to establish control over and
accountability for the City’s general fixed assets and the outstanding principal on 
its general long-term obligations.

General Fixed Assets 

This account group is used to account for all fixed assets acquired or constructed 
for use by the City, other than those accounted for in the proprietary funds. 

General Long-Term Debt

This account group is used to account for general long-term debt and certain other 
liabilities that are not specific liabilities of proprietary funds. 
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(1) Summary of Significant Accounting Policies (Continued)

(c) Use of Estimates in the Preparation of Financial Statements

The preparation of financial statements in conformity with accounting principles 
generally accepted in the United States of America requires 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 and expenses during the 
reporting period.  Actual results could differ from those estimates. 

(d) Cash and Cash Equivalents and Investments

Cash and cash equivalents include demand deposit accounts, petty cash, and
certificates of deposit with an original maturity of three months or less from the
date of acquisition. 

Investments are stated at cost, plus accrued interest, or amortized cost (which
approximates fair value) since the investment portfolio is comprised of money
market investments with an original maturity of one year or less and debt
securities held under forward interest contracts which relieve the City of all 
market risk.  On certain water and sewer reserve funds, the City received a lump-
sum payment in exchange for future interest earnings and market appreciation or 
depreciation on the securities held under the forward interest contracts. The
lump-sum payment has been deferred and will be recognized in earnings over the
life of the securities under the forward interest contract using the interest method. 
Investments are represented by certificates of deposit and U. S. Treasury Bills,
some of which are subject to repurchase agreements.

(e) Receivables and Payables

Transactions between funds that are representative of lending/borrowing
arrangements outstanding at the end of the fiscal year are referred to as either
“interfund receivables/payables” (i.e., the current portion of interfund loans) or
“advances to/from other funds” (i.e., the non-current portion of interfund loans). 
All other outstanding balances between funds are reported as “due to/from other 
funds”.

All accounts receivable are shown net of an allowance for uncollectible amounts 
where applicable.  This allowance is based on the average write-offs over the past
ten years.
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(1) Summary of Significant Accounting Policies (Continued)

(e) Receivables and Payables (Continued)

Property taxes attach as an enforcement lien on property as of January 1.  Taxes
were levied in September of the prior year and are payable in three installments on
February 1 (1/2), May 1 (1/4), and August 1 (1/4).  Taxes are considered past due 
60 days after February 1, at which time the applicable property is subject to
penalties and interest.  Property with delinquent assessments is sold at a public 
sale each August.

The City has an agreement with Lauderdale County pursuant to which the tax
collector of Lauderdale County has assumed the duty and responsibility for billing
and collecting all City and Meridian Municipal Separate School District ad 
valorem taxes including, but not limited to, all taxes on real property, personal
property, public utilities property and special taxes and assessments assessed by
the City. The County disburses collections due the City and Meridian Separate 
School District to the City and the City disburses the funds due the Meridian 
Separate School District to the District. 

The City recognizes tax revenues upon collection from the county tax collector. 
In addition, the City makes an accrual for amounts collected by the county tax
collector as of September 30 and remitted to the City within 30 days after year-
end.

The tax rate of the City is expressed in terms of mills (ten mills equal one cent).
For the year ended September 30, 2002, the City’s 2002 combined tax rate for 
general governmental services and other municipal purposes was 115.87 or 
$115.87 per $1,000 of assessed valuation, expressed as follows: 

 Mills
Increase

2002 2001 (Decrease)

General 24.69 21.86 2.83
Solid Waste Fund 4.00 4.00 -
Fire and Policy Disability Retirement

Fund (closed) 4.79 5.28 (.49)
General Municipal Retirement

Fund (closed) 3.00 3.00 -
Debt service (general bonds and interest) 15.01 15.00 .01
Meridian Separate School District    64.38    63.25   1.13

Total mills 115.87 112.39   3.48
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(1) Summary of Significant Accounting Policies (Continued)

(f) Inventories and Prepaid Items

Inventories are valued at the lower of cost or market using the first-in/first-out
(FIFO) method.  The cost is recorded as an expenditure at the time individual 
inventory items are consumed rather than when purchased. Certain payments to 
vendors reflect costs applicable to future accounting periods and are recorded as 
prepaid items. 

(g) Restricted Assets

Certain proceeds of the City’s enterprise fund water and sewer revenue bonds, as 
well as certain resources set aside for their repayment, are classified as restricted
assets on the balance sheet because their use is limited by applicable bond
covenants.  Revenues collected from operations of the system are transferred to
various accounts established pursuant to the revenue bond ordinance.  The 
“revenue bond operations and maintenance” account receives sufficient amounts 
to provide for the payment of current expenses to be paid each month, plus any
prior month deficiencies. The “revenue bond construction” accounts are used to 
report those proceeds of revenue bond issuances that are restricted for use in 
construction.  The “revenue bond current debt service” account is used to 
segregate resources accumulated for debt service payments over the next 12 
months.  The “revenue bond cushion” account is used to report resources set aside 
to make up potential future deficiencies in the revenue bond current debt service 
account.  The “revenue bond contingent” account is used to report resources set 
aside to pay for unforeseen contingencies arising from the operation and
maintenance of the system, including the construction of reasonable and proper 
improvements, betterments and extensions, upon written certification of the 
engineers.  The “revenue bond depreciation fund” account is used to report 
resources set aside to pay for replacing such parts of the system as may need 
replacement in order to keep the system operating in an economical and efficient 
manner, upon written certification of the engineers.  Any surplus remaining after 
all deposits and transfers required and allowed by the bond resolution are to be 
used solely for purposes pertaining to the system.  As of September 30, 2002, all 
accounts required under the bond resolution were fully funded as required. 
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(1) Summary of Significant Accounting Policies (Continued)

(h) Fixed Assets

Fixed assets used in governmental fund types of the City are recorded in the
general fixed assets account group at historical cost or estimated historical cost if 
purchased or constructed.  Donated fixed assets are recorded at their estimated fair
value at the date of donation. 

Transfers of fixed assets to the general fixed assets account group from
proprietary funds are recorded at net depreciated value.  Assets in the general
fixed assets account group are not depreciated. 

Interest incurred during construction of general fixed assets is not capitalized.
Public domain general fixed assets (infrastructure assets such as roads, bridges
and sidewalks) are also not capitalized.  The cost of normal maintenance and 
repairs that do not add to the value of the asset or materially extend the asset’s life
are not included in the general fixed assets account group or capitalized in the
proprietary funds.  The City maintains a capitalization policy in accordance with 
state law requiring all items in excess of $500 to be capitalized.

Property, plant and equipment in the proprietary funds of the City are recorded at 
cost.  Property, plant and equipment donated to these proprietary fund type
operations are recorded at their estimated fair value at the date of donation. 

Transfers of fixed assets from the general fixed assets account group are valued as 
if the fixed asset had originally been acquired by that fund and subsequently
depreciated.

Major outlays for capital assets and improvements are capitalized in proprietary
funds as construction in progress (including capitalized interest) during the 
construction phase and are transferred to a depreciable fixed asset account upon 
completion.

Property, plant and equipment are depreciated in the proprietary funds of the City
using the straight-line method over the following estimated useful lives: 

Property Class Years

Buildings 10 - 20 
Improvements 5 - 40 
Machinery and equipment  3 - 25 
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(1) Summary of Significant Accounting Policies (Continued)

(i) Compensated Absences

Annual and eligible sick leave are accrued when incurred in proprietary funds and 
reported as a fund liability.  All amounts for annual and eligible sick leave relating
to the general fund are not expected to be liquidated with “expendable available 
resources” and are reported in the general long-term debt account group.  At 
September 30, 2002, estimated general fund liabilities were approximately
$855,000 and $545,000 for annual and sick leave, respectively.  No expenditure is 
reported for these amounts. 

There is no limit to the accumulation of annual or sick leave.  Upon termination of 
employment, each employee shall be paid for not more than 30 days of accrued
annual leave.  No payment will be made for accrued sick leave upon termination,
with an exception for a transitional provision described below and also for an 
employee who presents medical evidence that a physical condition is such that
he/she can no longer work in a capacity of City employment, in which case he/she 
may be paid for not more than 120 days of earned sick leave.  All full-time 
employees accrue credit for annual and sick leave as follows: 

Period of Accrual Rate of Accrual Rate of Hours per Year
Continuous Service Hours per Year Annual Sick Leave

1 month to 3 years 144 96
37 months to 8 years 168 84
97 months to 15 years 192 72
Over 15 years 216 60

Upon retirement or death, those full-time employees employed at October 1, 1991, 
with less than 30 years continuous service will be compensated, in cash, at their
regular rate of pay for 1/2 of their accumulated sick leave.  Employees with 30
years or more continuous service will be compensated, in cash, at their regular
rate of pay, for 3/4 of their accumulated sick leave.  Accrual of sick leave for this
provision is limited to 180 days and shall not exceed the number of hours of sick
leave actually accrued as of October 1, 1991. 
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(1) Summary of Significant Accounting Policies (Continued)

(j) Long-term Obligations/Deferred Charges

The City reports long-term debt of governmental funds at face value in the general
long-term debt account group.  Certain other governmental fund obligations not 
expected to be financed with current available financial resources are also
reported in the general long-term debt account group. Long-term debt and other 
obligations financed by proprietary funds are reported as liabilities in the 
appropriate proprietary fund. 

For governmental fund types, bond premiums or discounts and issuance costs are 
recognized during the accounting period incurred. Bond proceeds are reported as 
other financing sources net of the applicable premium or discount. Issuance costs,
even if withheld from the actual net proceeds, are reported as debt service
expenditures. For proprietary fund types, bond premiums or discounts, issuance 
costs and intangible assets relating to advance refundings are deferred and 
amortized over the life of the bonds using the straight-line method. Bonds payable
are reported net of the applicable bond premium or discount.  Unamortized
issuance costs are reported as deferred charges.  Unamortized amounts related to 
advance bond refundings are reported as a reduction of the related refunding bond 
liability.

(k) Other Post Employment Benefits

The City does not provide post-employment health or dental care benefits for any
retirees or their dependents. 

(l) Fund Equity

Reservations of fund balance represent amounts that are appropriated or are 
legally segregated for a specific purpose.  Reservations of retained earnings are 
limited to outside third-party restrictions.  Designations of fund balance represent 
tentative management plans that are subject to change.  Contributed capital of the
proprietary fund represents equity acquired through capital grants and capital 
contributions from other governments and transfers from other funds. 
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(1) Summary of Significant Accounting Policies (Continued)

(m) Memorandum Only - Total Columns

Total columns on the general purpose financial statements are captioned as
“memorandum only” because they do not represent consolidated financial
information and are presented only to facilitate financial analysis. The columns
do not represent information that reflects financial position, results of operations 
or cash flows in accordance with accounting principles generally accepted in the 
United States of America.  Interfund eliminations have not been made in the 
aggregation of this data. 

(n) Accounting Standard to be Adopted in the Future

The GASB has issued Statement No. 34, “Basic Financial Statements – and 
Management’s Discussion and Analysis – for State and Local Governments”. 
This Statement establishes accounting and financial reporting standards for
external financial reporting, and also establishes specific standards for the basic
financial statements, management discussion and analysis and certain other
required supplementary information. The Statement will apply to all fiscal years
of the City ending after October 1, 2002.  The City has not determined what 
effect, if any, the adoption of Statement 34 will have on its financial position or
results of operations. 

(o) Financial Statement Format

Comparative total data for the prior year have been presented in selected sections
of the accompanying financial statements in order to provide an understanding of 
the changes in the City’s financial position and operations. For consistency,
certain 2001financial statement amounts have been reclassified to conform with 
the 2002 financial statement presentation. Such reclassifications had no material
effect on the City’s financial position, results of operations, or cash flows. 

The “increase/(decrease)” columns in the financial statements and footnotes are
presented only to facilitate financial analysis and understanding.  Data in these 
columns are not required disclosures and do not present financial position, results
of operations or cash flows in conformity with accounting principles generally
accepted in the United States of America.
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(2) Stewardship, Compliance and Accountability

(a) Budgetary Information

The City adopts annual budgets for all governmental, proprietary and fiduciary
fund types on a basis consistent with state law, the more significant of which is 
discussed below.  For 2002, the original total budgeted expenditures were 
$75,089,300 and were increased by amendment to $77,919,100. 

The City adopts annual budgets in accordance with statutory requirements 
established by the Mississippi Municipal Budget Law, Section 21-35-1, 
Mississippi Code Ann. (1972), Chapter 35 of Title 21 and regulatory requirements 
established by Section 21-35-29, Mississippi Code Ann. (1972). State law
requires revenues and expenditures to be budgeted as follows: revenues which 
should be credited to the budget are those which are legally receipted (cash basis) 
from October 1 through September 30 at the minimum legal level required by the
state auditor; expenditures which should be charged to the budget are those which 
are legally budgeted and disbursed during the fiscal year or within 30 days
thereafter.  The purpose level or object (personnel services, supplies, other 
services and charges, and capital outlay) is the minimum legal level determined by
the State Auditor where expenditures may not exceed appropriations.  The City
adopts budgets for special revenue and capital project funds by fund type as a 
whole rather than by individual funds.  A governing authority may, at its 
discretion, adopt an annual budget at a more detailed level if it so desires. 
Expenditures for uncompleted improvements in progress of construction may be 
charged to the budget at any time. Penalties for exceeding the budget apply at the 
legal level (lowest level adopted by the governing authority) except for capital 
outlay, election expenses and payment of emergency warrants.  All appropriations 
lapse 30 days after year-end.  Appropriations paid after this period must be 
budgeted again during the next budget year.  State law requires all funds receiving
revenues from the municipality, funds which will require approval from the 
governing authorities for expenditures to be made, proprietary funds and funds 
confiscated and forfeited in connection with drug and liquor cases to have an 
adopted budget.  Fiduciary fund type funds do not require board approval to make 
disbursements.
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(2) Stewardship, Compliance and Accountability (Continued)

(a) Budgetary Information (Continued)

The City’s appropriated budget is adopted by fund, function and object.  State law
allows a governing authority to revise its budget at any time except in specific 
situations as defined in Mississippi Municipal Budget Law, Section 21-35-25. 
Budget revisions that result in more than a 10% change in the department’s
original budget must be published.  This publication must explain the revision, 
including the amounts, need and purpose.  Management may amend the budget
without the approval of the City Council for expenditures falling in different 
accounts within the level at which the City Council adopts its budget.  The City
Council may, by unanimous vote, make expenditures, borrow money or incur
liabilities necessary to meet any emergency as defined by state statute without 
further notice or hearing and may revise the budget accordingly.

The budget process is initiated by the Mayor, who, with the assistance of
management, formulates a proposed operating budget for the next fiscal year and 
submits it to the City Council for discussion and approval.  Public notice is given
regarding public budget hearings to obtain taxpayer comments.  After discussion 
of the proposed budget and after a consensus is reached, the budget is adopted by
council ordinance no later than September 15 of each year.  In the event the 
proposed budget is not adopted by September 15, no expenditure may be 
authorized nor any warrant issued, except for bonds, notes, debt and interest, after 
October 1 in each year, unless and until such time as the budget is adopted. 
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(2) Stewardship, Compliance and Accountability (Continued)

(b) Budget/GAAP Reconciliation

The following schedule reconciles the amounts on the Combined Statement of 
Revenues, Expenditures and Changes in Fund Balance - Budget and Actual to the 
amounts on the Combined Statement of Revenues, Expenditures and Changes in 
Fund Balance:

General Special Debt Capital
Fund Revenue Service Projects

Excess of revenues over
(under) expenditures – 
budgetary basis $ 1,373,295 235,899 97,491 (1,425,701)

Basis differences:
Net accrued revenues

and related receivables (841,849) (7,259) 22,392 (134,575)
Net accrued expenditures

and related liabilities 1,065,119 (182,942) (24,370) (3,162,018)

Excess of revenues and
other financing sources 
over (under) expendi-
tures and other financing
uses – GAAP basis $  1,596,565    45,698   95,513 (4,722,294)

(c) Deficit Fund Equity

The DECD Bonita Lakes Mall Road Project Special Revenue Fund had a deficit 
fund balance of $29,775 as of September 30, 2002.  This deficit will be provided 
for from future contributions from other governments.

As of September 30, 2002, the Urban Renewal Parking Garage Bonds Capital 
Projects Fund had deficit fund balance of $574,918 and the 2002 Special Street 
Improvements Capital Projects Fund had a deficit fund balance of $322.  These 
deficits will be provided for from future bond issues. 

The I20/I59 Interchange Capital Projects Fund had a deficit fund balance of $93 as 
of September 30, 2002.  This deficit will be provided for from future grant
contributions.

The Golf Course Enterprise fund had an accumulated deficit of $1,637 as of 
September 30, 2002.  Fees will be adjusted as necessary to maintain the fund.
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(2) Stewardship, Compliance and Accountability (Continued)

(d) Encumbrances

Encumbrance accounting, under which purchase orders, contracts, and other 
commitments for expenditure of monies are recorded in order to reserve that
portion of the applicable appropriation, is employed as an extension of formal 
budgetary integration of the General Fund, Special Revenue Funds and Capital 
Projects Fund.  Encumbrances outstanding at year end are reported as reservations 
of fund balances, since they do not constitute expenditure or liabilities.  These 
encumbrances lapse 30 days after year end, if not paid in accordance with the state 
budgeting requirements discussed in the above “Budgetary Information” section. 

(3) Deposits and Investments

At year end, the primary government’s carrying amount of deposits was $9,059,868.  The 
entire bank balance was covered by federal depository insurance or collateralized in 
accordance with state law.  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 those 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. 

The carrying amount of deposits for discretely presented component units was $578,453.
The entire amount of the bank balance was covered by federal depository insurance or 
pledged securities held by the component unit or its agent in the component unit’s name. 

The City and its component units are allowed, by statute, to invest excess funds in any
bonds or other direct obligations of the United States of America, of the State of 
Mississippi, or of any county or municipality of Mississippi, when such county or 
municipal bonds have been properly approved; or in obligations issued or guaranteed in 
full as to principal and interest by the United States of America which are subject to a
repurchase agreement with a qualified depository; or in interest-bearing time certificates
of deposit with any financial institution approved for the deposit of state funds. 

The City’s investments are categorized to give an indication of the risk level assumed by
the City at year end into these three categories of credit risk:

Category 1 - Insured or registered, or securities held by the City or its agent in 
the City’s name.
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(3) Deposits and Investments (Continued)

Category 2 - Uninsured and unregistered, with securities held by the counter 
party’s trust department or agent in the City’s name.

Category 3 - Uninsured and unregistered, with securities held by the counter 
party or by its trust department or agent but not in the City’s name. 

At year end, the City’s investment balances were as follows: 

 Carrying Fair
Description Amount Value

Category 1: 

U.S. Government securities $ 2,606,913 2,606,913
Repurchase agreements    7,783,000    7,783,000

Total $ 10,389,913 10,389,913

The City participates in separate overnight repurchase agreements with financial
institutions. The agreements provide that the financial institutions may transfer securities
to the City against the transfer of cash from the City. The securities are held by the
financial institution in the City’s name for a period of 24 hours, after which the financial 
institution repurchases the securities from the City and transfers the cash and any interest
earned to the City.

A reconciliation of cash and investments as shown on the combined balance sheet for the
primary government follows:

Description Amount

Cash on hand $ 307,346
Carrying amount of deposits 8,752,520
Carrying amount of investments  10,389,913

Total $ 19,449,779

Cash and cash equivalents $ 10,575,393
Cash and investments – restricted 8,024,386
Investments       850,000

Total $ 19,449,779
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(4) Interfund Receivables and Payables

The composition of interfund balances as of September 30, 2002 is as follows: 

Due to: Due from: Amount
General Fund CLG Supplemental Fund $ 1,326

Home 2000 DECD Grant Fund 89,730
Multi-modal Clearing Fund 6,437
DECD Bonita Lakes Mall

Road Project Fund 29,775
Urban Renewal Parking Garage 75,053
2002 Special Street Imp. Fund 322
I20/I59 Interchange Project 93
Water & Sewer Department Fund 36,431
Waste Collection & Disposal Fund 35,658
Golf Course Fund 120

Debt Service Fund eneral Fund 53,155G

Waste Collection &
Disposal Fund General Fund 8,435

Municipal Supply General Fund 32,513
Water & Sewer Department Fund 19,572
Waste Collection & Disposal Fund 181
Golf Course Fund 1,170

Municipal Office Supply General Fund 349
Water & Sewer Department Fund 9

Due to primary government: Due from component units:
General Fund Meridian Transportation Commission 43,189

Meridian Airport Authority 23,248

Municipal Supply Fund Meridian Transportation Commission 24,424

The receivables/payables between the City and Meridian Transportation Commission 
(MTC) do not balance, because of unresolved disputes concerning amounts due for 
services and supplies provided by the City over five years ago.  The City considers the
amounts due and payable from MTC. 
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(5) Fixed Assets

Activity in the general fixed assets account group for the City for the year ended 
September 30, 2002 follows: 

Balance Balance
October 1, September 30, 
    2001 Additions Deletions 2002

Land $ 5,618,701 - - 5,618,701
Building 17,439,090 - - 17,439,090
Improvements 714,467 - - 714,467
Machinery and equipment 11,619,403 430,472 796,529 11,253,346
Construction in progress                   - 500,640              -       500,640

Total general fixed assets $ 35,391,661 931,112 796,529 35,526,244

A summary of proprietary fund type fixed assets for the City and its discretely presented 
component units at September 30, 2002, follows: 

            Enterprise Funds
 Primary Component

Description Government      Units 

Land $ 271,666 500,000
Building 126,203 2,359,727
Improvements 70,290,601 11,365,551
Machinery and equipment    3,659,574       718,947

Total 74,348,044 14,944,225

Less:  accumulated depreciation (34,631,863) (4,461,732)
Add:  construction in progress  14,531,186    1,660,104

Fixed assets, net $ 54,247,367 12,142,597

During the fiscal year ended September 30, 2002, the City capitalized approximately
$355,700 of interest costs in its Water and Sewer Fund related to construction in progress.
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(6) Capital Leases

The City leases certain computer equipment, fire trucks, pumping trucks, sewer trucks 
and equipment which qualify as capital leases for accounting purposes and, therefore, 
were recorded as of the lease inception date at the present value of future minimum lease
payments in the General Fixed Assets Account Group and the Water and Sewer Fund
Enterprise Fund.

A summary of leased equipment capitalized in the financial statements at September 30, 
2002, follows: 

 General
 Fixed Assets Enterprise
Description Account Group    Funds

Machinery and equipment $ 2,208,854 1,340,933
Less:  accumulated depreciation                 - (114,953)

Total $ 2,208,854 1,225,980

The future minimum lease obligations and the net present value of minimum lease
commitments at September 30, 2002, follows: 

Year Ending Long-Term Water &
September 30,     Debt Sewer

2003 $ 470,293 175,090
2004 188,135 135,471
2005 70,839 106,527
2006 70,839 106,527
2007 70,839 106,527

Thereafter     678,875 1,020,883

Total minimum lease commitments 1,549,820 1,651,025

Less amount representing imputed interest    (373,950)    (515,249)

Present value of minimum lease payments $  1,175,870 1,135,776 

Current portion of obligations under capital leases    (111,688)

Obligations under capital leases, less current installments $  1,024,088
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(7) Long-Term Debt

A summary of revenue bonds, general obligation debt and other debt at September 30, 
2002, follows: 

Interest
Rates Amount

General long-term debt account group:
Outstanding bonds: 

General government 3.8 - 10.5% $ 8,280,000
General government – refunding 3.875 - 5.0%    1,455,000

Total general obligation bonds 9,735,000

Limited obligation bonds – tax increment financing 9.0% 6,420,000
Special assessment debt – street improvements 4.7 – 6.75% 4,655,000
Certificates of participations 4.0 - 7.0% 340,000

Other debt: 
Compensated absences and pension obligation 3,143,870
Promissory loans 3.0% 932,746
Capital leases 4.38 – 5.87%    1,175,870

Total general long-term debt account group $ 26,402,486

Enterprise funds debt:
Water & sewer revenue bonds: 

Advance refunding of a refunding 6.0 - 6.5% $ 6,430,000
Improvements and repairs to water system 5.7 - 6.75% 7,405,000
Improvements and repairs to water system 4.6 - 6.5% 4,055,000
Improvements, repairs and extension to water system 4.5 - 6.375% 4,375,000
Improvements, repairs and extension to water system 5.0 - 6.25%    1,895,000

Total revenue bonds 24,160,000

Water & sewer promissory loans 2.3 - 6.125% 8,594,527
Capital leases 4.06 – 5.87% 1,135,776
Less deferred issues costs on refunding bonds     (260,284)

Total enterprise funds debt 33,630,019

Less current portion payable from restricted assets   (1,588,030)

Enterprise funds debt, net $ 32,041,989
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(7) Long-Term Debt (Continued)

General Obligation Bonds

The City issues general obligation bonds to provide funds for the acquisition and 
construction of major capital facilities.  General obligation bonds have been issued for
general government operations only.  General obligation bonds are direct obligations and 
pledge the full faith and credit of the City.

Limited Obligation Bonds

The City has issued tax increment limited obligation bonds to provide funds for the costs 
of constructing certain infrastructure improvements.  The bonds are payable from and
secured by a pledge of taxes levied on the incremental increase in the assessed value of 
the project and certain sales tax revenues.  The City entered into an interlocal agreement
with Lauderdale County, whereby the County has also pledged additional ad valorem tax
revenues generated by the project to provide a pro rata portion of annual debt service on
the bonds.  As a result, the bonds are not a general obligation of the City.

Special Assessment Debt

The City issues special assessment bonds to provide financing for certain capital street 
improvements to benefit specific taxpayers.  Special assessment bonds are direct 
obligations and pledge the full faith and credit of the City.  Annual debt service is
provided through collection of special assessments on benefited property and ad valorem 
taxes levied for debt service.

Certificates of Participation

As discussed in Note 1(a) the City established the Meridian Public Improvement
Corporation (MPIC), a financing authority specifically to issue debt to provide financing
for the construction of certain major capital projects.  Because the City created MPIC
solely for its benefit, it is therefore considered a blended component unit, and the City is
required to carry the related debt in its general long-term debt account group.

MPIC has issued $625,000 of certificates of participation to construct park improvements 
and $1,300,000 of certificates of participation to provide for the matching share of funds 
of a federal grant used in the construction of the new Multi-Modal Transportation Center.
These certificates are issued as 10-year certificates, with variable amounts of principal 
maturing each year.
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(7) Long-Term Debt (Continued)

Revenue Bonds

The City also issues bonds whereby the City pledges income derived from user fees of its 
water and sewer operations.  Revenue bonds outstanding as of September 30, 2002 
amounted to $23,899,716, net of $260,284 of long-term financing costs. 

In 1994, the City refunded its 1990 Water and Sewer Refunding Bonds by issuing
$9,710,000 of Special Revenue Advance Refunding Bonds.  As a result of the refunding,
the 1990 bonds are considered fully defeased in substance, and the liability is not reported 
in the City’s financial statements.  As of September 30, 2002, the outstanding balance on 
the defeased bonds was $6,180,000. 

Promissory Loans

The City entered into a loan agreement whereby the Mississippi Development Bank 
issued Mississippi Development Bank Special Obligation Bonds and loaned the proceeds 
in the amount of $5,300,000 to the City.  The loan was made in 1998 to fund water and 
sewer line improvements to the west side of Meridian adjacent to the East Mississippi
Correctional Facility and toward the most recently annexed area of the City located on the
eastern side of the City.

In 2001, the City entered into a $360,000 capital improvements revolving loan from the 
Mississippi Development Authority to provide sewer improvements to a recently annexed
area of the City.

In 2001, the City also entered into a $1,000,000 capital improvements revolving loan 
from the Mississippi Development Authority to provide drainage and flood control 
improvements at the South Industrial Park. 

In 2002, the City entered into a loan agreement whereby the Mississippi Development 
Bank issued Mississippi Development Bank Special Obligation Bonds and loaned the 
proceeds in the amount of $3,100,000 to the City.  The proceeds from this loan were used 
to provide sewer lines to the Naval Air Station and water and sewer service to the Phase
II annexed areas. 

In 2002, the City obtained a $10,000,000 line of credit with the Mississippi Development 
Authority.  This line of credit can be used for interim or permanent financing for various 
City projects.  It is currently being used as interim financing for a new parking garage.  As 
of September 30, 2002, the City had drawn down $419,397 of this loan. The interest rate 
on this loan is established weekly based on the Bond Market Association index plus 120 
basis points.  This loan is recorded as a current liability in the Urban Renewal Parking
Garage Bonds Capital Projects Fund.  The City intends to issue Urban Renewal Bonds to 
finance this project and pay off this line of credit in fiscal year 2003.
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(8) Contributed Capital

Proprietary fund contributed capital of $25,560,695 is comprised of $25,295,195 in the 
Water & Sewer Fund and $265,500 in the Lakeview Golf Course Fund.

All contributed capital in the discretely presented component units relates to the Meridian 
Airport Authority.  The changes in the component unit contributed capital accounts 
follows:

Balance, October 1, 2001 $ 10,151,713 

Less:  current year depreciation 
transferred to fund balance     (450,675)

Balance, September 30, 2002 $   9,701,038

(9) Reserved Retained Earnings and Restricted Asset Accounts

The City’s bond covenants require certain reservations of the Water & Sewer Fund’s
retained earnings.  The reserved portions are as follows: 

Retained earnings reserved for: Amount
Revenue bond current debt services $ 1,174,479
Revenue bond future cushion amount 2,786,773
Operations and maintenance 741,250
Contingencies 76,000
Depreciation       76,000

Total reserved retained earnings $ 4,854,502

The balances of the Water & Sewer Fund’s restricted asset accounts follow: 

Restricted assets for: Amount
Revenue Bond Current Debt Service Account $ 1,546,015
Revenue Bond Future Cushion Account 2,606,913
Revenue Bond Contingent Account 121,489
Revenue Bond Depreciation Account     152,881

Total restricted assets – bond covenant reserves 4,427,298
Revenue Bond Construction Funds 2,972,501
Other Construction Funds     624,587

Total restricted assets $ 8,024,386
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(9) Reserved Retained Earnings and Restricted Asset Accounts (Continued)

The Meridian Airport Authority (MAA) collects passenger facility charges from airlines.
MAA can use these funds to make certain types of improvements and purchases, subject 
to certain restrictions.  The reserved portion of retained earnings applicable to the
passenger facility charges is $188,765 at September 30, 2002. 

(10) Risk Management

The City is exposed to various risks of loss related to torts; theft of, damage to and
destruction of assets; errors and omissions; and natural disasters for which the City carries
commercial insurance to protect against these and other types of risks.  Coverage limits
vary by exposure/policy and are decided on from examination of the number and types of 
prior claims, as well as from monitoring of judicial decisions, awards and trend factors. 
Premiums are paid from the General Fund, Water & Sewer Fund, Lakeview Golf Course 
Fund and Union Station Fund, as well as the appropriate department within each fund and 
by component units.  There were no significant reductions in insurance coverage in fiscal 
2002 from the prior year.  Settled claims have not exceeded commercial coverage in any
of the past several years.

Liabilities are reported when it is probable that a loss has occurred and the amount of the 
loss can be reasonably estimated.  Since the City is insured for losses above the self-
insured retention (SIR), its insurers have the responsibility of reserving, discounting, and 
making other similar calculations.  The aggregate SIR claims, which include incurred but 
not reported (IBNR) claims, were derived by obtaining an average of the four most recent
years of loss histories and increasing this average by approximately one standard 
deviation above the mean to determine claim liabilities.  Liabilities for claims and 
judgments are normally reported in the General Long-Term Debt Account Group,
because they are not expected to be liquidated with expendable available financial
resources.  Changes in the balances of claims liabilities during the fiscal years ended
September 30, 2002 and 2001 follows: 

Description 2002 2001

Unpaid claims, beginning of year $ 868 2,927

Incurred claims (including IBNR’s) 42,284 54,487
Claim payments  (43,152) (56,546)

Unpaid claims, end of year $             -        868
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(11) Lessor Operating Leases

The Meridian Airport Authority leases space to others under various lease agreements.  A 
summary of minimum future rental income on these leases as of September 30, 2002, and 
for each of the next five years and in aggregate, follows:

 Year Ending
September 30, Amount

2003 $ 134,536
2004 66,656
2005 63,282
2006 58,520
2007    21,351

Total minimum future rentals $  344,345

(12) Contingent Liabilities

Litigation

The City is defendant in various litigation arising out of normal business activities.
Although the City carries commercial insurance to protect itself against damage claims, it 
is possible that the ultimate resolution of cases may exceed the City’s insured limits. 
Management, with the advice of legal counsel, is of the opinion that the ultimate
resolution of these matters will not have a material adverse effect on the financial
statements.

Federally Assisted Programs – Compliance Audits

Amounts received or receivable from grant agencies are subject to audit and adjustment 
by grantor agencies, principally the federal government.  Any disallowed claims,
including amounts already collected, may constitute a liability of the applicable funds. 
The amount, if any, of expenditures which may be disallowed by the grantor cannot be 
determined at this time, although the City expects such amounts, if any, to be immaterial. 
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(13) Construction and Commitments

The City has committed to contracts in connection with the extension of sewer lines to the 
Naval Air Station.  Estimated balances on these contracts total $900,000 as of September 30,
2002.  Future expenditures related to these contracts will be funded from bond funds already
available and grants that have been committed to be provided by state agencies.

The City has committed to contracts in connection with extending water and sewer service to 
the annexed area.  Estimated balances on these contracts total $250,000 as of September 30, 
2002.  Future expenditures related to these contracts will be funded from bond funds already
available.

The City has committed to contracts in connection with building a new water tower in North
Meridian.  Estimated balances on these contracts total $400,000 as of September 30, 2002. 
Future expenditures related to these contracts will be funded from bond funds already
available.

The City has committed to contracts in connection with the I20/I59 interchange that will
provide access to a new industrial park.  The balances on these contracts total $990,000 as of
September 30, 2002, which will be funded from grants that have been committed to be 
provided by the federal government.

The City has committed to contracts in connection with engineering fees for a downtown
parking garage. The balances on these contracts total $175,000 as of September 30, 2002. 
Future commitments have been made for the construction of this parking garage.  These costs
will be funded with the proceeds from the sale of urban renewal bonds not to exceed 
$7,000,000.

(14) Solid Waste Management Services Accounting

The City contracts its solid waste disposal needs to a private contractor.  Pursuant to Section 
17-17-347 of the Mississippi Code Ann. (1972), each unit of local government, beginning
with fiscal year end 1992, shall determine during its regular audit the full and complete cost 
for solid waste management within the service area of the unit of local government for the
previous fiscal year and shall update the full and complete cost every year thereafter.  The 
City is in compliance with this requirement.  These costs are accounted for in Waste
Collection & Disposal Enterprise Fund.

(15) Segment Information – Enterprise Funds

The City maintains five enterprise funds.  The Water and Sewer Fund accounts for the 
provision of basic water and sewer utility services to all citizens. The Waste Collection &
Disposal Fund accounts for the solid waste management service to all citizens.  The 
Lakeview Golf Course Fund accounts for services provided to citizens utilizing the 
municipal golf course.  The Union Station Fund reflects the operating results of the multi-
modal facility, located in the downtown area of Meridian. The Concessions Fund is used to
account for concessions sold at all of the City’s parks.
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(17) Pension and Retirement Plans

Public Employees Retirement System:

Plan Description

The City and its component units contribute to the Public Employees’ Retirement System
of Mississippi (PERS), a cost-sharing multiple-employer defined benefit pension plan.
PERS provides retirement and disability benefits, annual cost-of-living adjustments, and 
death benefits to plan members and beneficiaries. Benefit provisions are established by
state law and may be amended only by the State of Mississippi Legislature.  PERS issues 
a publicly available financial report that includes financial statements and required 
supplementary information. That information may be obtained by writing to Public
Employees’ Retirement System, Accounting Department, 429 Mississippi Street, 
Jackson, MS 39201-1005 or by calling (601) 359-3589 or 1-800-444-PERS. 

The payroll for employees covered by PERS (statewide) for the year ended June 30, 2002
was $4,220,539,000.  The City’s payroll for employees covered by PERS for the year
ended September 30, 2002 was $12,446,719; the City’s total payroll was $13,400,474 for
the year ended September 30, 2002. 

Participating employees who retire at or after age 60 with four or more years of 
membership service or those who retire regardless of age with at least 25 years of credited
service are entitled, upon application, to an annual retirement allowance, payable monthly
for life, in an amount equal to 2 percent of their average compensation for each year of 
credited service up to and including 25 years and 2 1/2 percent for each year of credited
service over 25 years. Average compensation is the average of the employee’s earnings
during the four highest compensated years of credited service. A member may elect a
reduced allowance payable for life with the provision that, after death, a beneficiary
receives benefits for life or for a specified number of years.  Benefits vest upon 
completion of four years of membership service.  PERS also provides certain death and 
disability benefits.  Benefit provisions are established by Section 25-11-1 et seq., 
Mississippi Code Ann. (1972) and may be amended only by the State of Mississippi 
Legislature.

A cost-of-living payment is made to eligible retirees and beneficiaries.  The cost of living
adjustment is equal to 3 percent of the annual retirement allowance for each full fiscal 
year of retirement prior to the year in which the member reaches age 55, plus 3 percent 
compounded for each year thereafter beginning with the fiscal year in which the member 
turns age 55.  For the year ended June 30, 2002, the total additional annual payments
were $152,477,000. 
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(17) Pension and Retirement Plans (Continued)

Public Employees Retirement System (Continued):

Funding Policy

Employees covered by PERS are required by statute to contribute 7.25% of their salary to 
PERS. In the year ended September 30, 2002, City employees contributed $902,387.  If
an employee leaves covered employment, accumulated employee contributions plus
related investment earnings allocations are refunded to the employee or designated
beneficiary upon request.  The investment earnings allocation rate was 3.5% in 2002.
The City is required by statute to contribute the remaining amounts necessary to finance
the coverage of its own employees in PERS.  For the years ended September 30, 2002,
2001 and 2000, the City’s contribution requirements representing 9.75% of covered
payroll were $1,213,501, $1,233,204 and $1,228,246, respectively.  The City contributed
100% of its requirements in each of these years.

The Meridian Airport Authority made contributions to PERS in the year ended September 
30, 2002 of approximately $17,000.  The component unit’s total payroll was 
approximately $179,000 and substantially all payroll is covered under the PERS plan. 

Trend Information

Ten year historical trend information showing PERS’ progress in accumulating sufficient
assets to pay benefits when due is presented in the PERS June 30, 2002, comprehensive
annual financial report. 

Municipal Retirement Systems:

Plan Description

The City also participates in the Municipal Retirement System (MRS) which has been
closed to new participants since July 1, 1976.  MRS is an agent multiple-employer
defined benefit plan of PERS.  MRS was designed to provide retirement benefits for
general municipal employees, as well as firefighters and police officers.  The City is one
of two cities providing retirement benefits to general municipal employees and one of
seventeen cities providing retirement benefits to firefighters and police officers.
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(17) Pension and Retirement Plans (Continued)

Municipal Retirement Systems (Continued):

Plan Description (Continued)

Membership in the MRS is comprised of employees who were hired prior to July 1, 1976,
and includes only those eligible employees of the City who did not opt to become a 
member of PERS.  PERS is also responsible for the administration of MRS.  MRS is 
considered part of the financial reporting entity of the State of Mississippi.  The total
payroll for City employees covered by MRS for the year ended September 30, 2002 was 
$361,724; the City’s total payroll for all employees was $13,400,474.  At September 30, 
2001, the date of the most recent actuarial valuation, there were 12 participating general
municipal employees, firefighters and police officers.

The PERS annually issues publicly available information entitled the Report on the 
Annual Valuation Covering the Participation of the City of Meridian in the Mississippi 
Municipal Retirement Systems.  The report may be obtained by writing to Public
Employees’ Retirement System, Accounting Department, 429 Mississippi Street, 
Jackson, MS 39201-1005 or by calling (601) 359-3589 or 1-800-444-PERS. 

Basis of Accounting

Both PERS and MRS use the accrual basis of accounting and the economic resources
measurement focus. Employee and employer contributions are recognized as revenue in
the period in which employee services are performed.  Investment income is recognized
when earned.  Expenses, including benefits and refunds paid, are recognized when 
incurred.  Investments are reported at fair value. Securities traded on a national or
international exchange are valued at the last reported sales price at current exchange rates.
Corporate bonds are valued based on yields currently available on comparable securities 
from issuers of similar credit ratings.  Mortgage securities are valued on the basis of
future principal and interest payments and discounted at prevailing interest rates for
similar instruments.  Short-term investments are reported at market value when published
prices are available, or at cost plus accrued interest, which approximates fair value. For
individual investments where no readily ascertainable market value exists, PERS, in
consultation with its investment advisors and custodial bank, has determined the fair 
values.
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(17) Pension and Retirement Plans (Continued)

Municipal Retirement Systems (Continued):

Funding Policy

Funding policies for MRS, established by Mississippi statutes, provide for a property tax
to be levied within each municipality and deductions from salaries of members, at rates 
sufficient to make the plan actuarially sound.  As of September 30, 2002, the City levied
7.79 mills to help fund MRS.  An actuarial valuation is performed on an annual basis to 
determine the rates necessary to make the System actuarially sound.  However, 
Mississippi statutes limit any increase in the property tax levy for pension contributions to 
one-half mill per year.

During fiscal year 2002, fire and police employees and municipal employees covered by
MRS were required to contribute 10% and 7%, respectively, of covered payroll. Any
increase in to the base employee contribution rates of 10% and 7% is made in increments
not to exceed 1% per year.  If an employee leaves covered employment, accumulated
employee contributions are refunded to the employee upon request.  Employees covered 
by MRS do not receive an interest earnings allocation to their accumulated contributions.
The City contributes the remaining amounts necessary to finance participation of its 
employees in MRS.  Contribution provisions are established by Sections 21-29, Articles 
1, 3, 5 and 7, Mississippi Code Ann. (1972) and annual local legislation.  Statutes may be 
amended only by the State of Mississippi Legislature.

Annual Pension Cost

The City has recorded a net pension obligation for MRS in accordance with GASB
Statement of Standards No. 27, “Accounting for Pensions by State and Local Government 
Employers”.

The required contribution to MRS was determined as part of the actuarial valuation 
performed as of September 30, 2001 (the most recent available), using the entry age
actuarial cost method.  Significant actuarial assumptions include (a) a rate of return on the 
investment of present and future assets at 8% compounded annually, (b) projected salary
increases of 4% per year compounded annually attributable to inflation, and (c) additional 
projected salary increases of 2% per year compounded annually attributable to seniority
and/or merit. 
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(17) Pension and Retirement Plans (Continued)

Municipal Retirement Systems (Continued):

Annual Pension Cost (Continued)

The following provides pension cost and obligation information for MRS: 

2002 2001 2000

Components of annual pension cost: 
Annual required contribution $ 1,698,739 1,756,859 1,848,259
Interest cost 146,166 155,192 192,501 
Adjustment to required contribution    (155,931)    (165,560)    (205,362)

Total annual pension cost 1,688,974 1,746,491 1,835,398

Less:  contributions made  1,772,465 1,859,313 2,301,764

Decrease in net pension obligation $      (83,491)    (112,822)    (466,366)

Percentage of annual pension 
cost contributed      104.94%       106.46%        125.4%

Net pension obligation at year end $  1,743,583 1,827,074 1,939,896

Trend Information

Three-year trend information showing progress related to accumulating sufficient assets
to pay benefits of the MRS pension plan is presented as follows: 

Actuarial Actuarial Actuarial Accrued Annual UAAL as a
Valuation Value of Liability (AAL) Funded Unfunded Covered Percentage of

Date Assets - Entry Age Ratio AAL (UAAL) Payroll Covered Payroll

9/30/01 $  12,252 $  31,669 38.7% $  19,417 475 4087.8%
9/30/00 12,049 32,156 37.5% 20,107 462 4352.2%
9/30/99 11,023 32,351 34.1% 21,328 448 4760.7%

The UAAL, as a percentage of annual covered payroll, aids in analysis of progress being
made in accumulating sufficient assets to pay benefits when due.  Generally, the smaller
the percentage, the stronger the plan.  However, for closed plans such as MMRS, this
figure is highly misleading and should be ignored.
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GENERAL FUND

The general fund is used to account for resources traditionally associated with the City which are 
not required legally or by sound financial management to be accounted for in another fund. 
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SPECIAL REVENUE FUNDS

Special revenue funds are used to account for specific revenues that are legally restricted to 
expenditures for particular purposes. 

Federal Grant Programs – The following funds are used to account for various federal grant
funds, which are the primary source of revenue these funds: 

��Urban Forestry Grant 2001 
��CLG Supplemental 
��Local Law Enforcement Grant 1999 
��Occupant Restraint Step Mini Grant 2002 
��Local Law Enforcement Grant 2000 
��Local Law Enforcement Grant 99-00 
��Local Law Enforcement Grant 2001 
��Crime Prevention 96-97 
��Multi-Jurisdictional Task Force Grant 2001 
��Home 2000 DECD Grant 
��Multi-Jurisdictional Task Force Grant 2002 

Meridian Railroad Museum – This fund is used to account for local contributions to be used in
developing the Railroad Museum, which will be part of the Multi-Modal Transportation Center.

Animal Control Contributions – This fund is used to account for local contributions that are 
restricted in use for providing humane care to animals and to obtain educational materials on pet
care and to undertake action to alleviate the pet over population problem. 

Narcotics Related Forfeitures – This fund is used to account for the City’s share of drug related 
forfeited funds which are legally restricted in use for the purpose of fighting drug trafficking.

KAB Training & Education – This fund is used to account for county contributions restricted 
to use for the Keep America Beautiful Program.

Union Station Patrons – This fund is used to account for local contributions, which are for the 
purpose of accounting for patron plaques at Union Station Building.

MDA Marketing Grant – This fund is used to account for the receipts and disbursements of 
funds received from the State of Mississippi for marketing Meridian as a retirement community.

County KAB Donations – This fund is used to account for county contributions restricted to use
for the Keep America Beautiful Program.

Meridian Historic Preservation Donations – This fund is used to account for the use of funds 
donated to the City of Meridian from a dissolved local group.  The funds must be used on 
historic preservation project. 
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SPECIAL REVENUE FUNDS (CONTINUED)

Union Station Prints – This fund is used to account for local contributions related to the sale of 
prints of the Union Station. 

Firefighter EMW 2001 FG Grant – This fund is used to account for the federal grant funds and 
local funds used to purchase additional firefighting equipment. 

Great American Clean Up – This fund is used to account for receipts and disbursements for the 
local portion of the Great American Cleanup Program.

Donation from Lauderdale County – This fund is used to account for the receipts and 
expenditures for funds received from Lauderdale County to defray animal control expenses.

K-9 Contributions – This fund is used to account for local contributions to be used to purchase 
a new dog.

Burns & Burns Paving – This fund is used to account for a local paving project. 

Fire Prevention Program – This fund is used to account for receipts and disbursements for local 
donations.

Explosive Fire Detection Dog – This fund is used to account for local contributions to be used
to set up a K-9 fire detection program.

Riley Special Projects – This fund is used to account for receipts and disbursements for local
contributions for business development in the City.

ASA Tournaments – This fund is used to account for the City’s contributions designated by
City Council for ASA sponsored softball tournaments and the related miscellaneous concession 
sales at these tournaments. 

Riley Community Policing Equipment Grant – This fund is used to account for a grant from a 
local foundation to purchase specified equipment for the Police Department. 

Attorney General Enforcement Award – This fund is used to account for the receipts and
disbursements of an award to the Police Department.

Tobacco Enforcement Grant – This fund is used to account for the receipts from the State of 
Mississippi tobacco settlement fund and used to combat the use and misuse if tobacco products. 

Rental Rehabilitation – This fund is used to account for the repayment of a low interest
mortgage to a local individual.  The mortgage was originally funded by a special federal grant for 
use in rehabilitating local housing.
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SPECIAL REVENUE FUNDS (CONTINUED)

Government Records Management Fund – This fund is used to account for the funds collected 
by law to be used only on government records management.

Multi-Jurisdictional Task Force Forfeitures – This fund is used to account for receipts and
disbursements of drug forfeitures obtained by the multi-jurisdictional task force unit. 

Meridian Bonita Lakes Trail Grant – This fund is used to account for the receipts and 
expenditures relating to the Bonita Lakes Trail.

Friends of the Park – This fund is used to account for local contributions which are dedicated to 
Highland Park maintenance.

Multi-modal Clearing Fund – This fund is used to account for contributions and costs related to 
the Union Station project. 
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CAPITAL PROJECTS FUNDS

Capital projects funds are used to account for the acquisition and construction of major capital 
facilities other than those financed by proprietary and trust funds. 

Sowashee Project – This fund is used to account for the construction of water drainage project 
along the Sowashee Creek in the City’s jurisdiction. The financing for this project was from 
general obligation bonds, U. S. Army Corp of Engineers and the Pat Harrison Waterway District. 

1990 General Obligation Bonds – This fund is used to account for the sale of general obligation
bonds used in the construction of Sowashee Creek Project, 29/31 Avenue Project, 22nd Avenue
Project, airport terminal renovation, street pavings, other capital improvements and issue costs. 

DECD Bonita Lakes Mall Road Project – This fund is used to account for the construction of a 
frontage and ring road in the proximity of the Bonita Lakes Mall. The Mississippi Department of
Transportation approved the plans and funded the project with state money.

10th Avenue Improvements – This fund is used to account for the widening and resurfacing of 
10th Avenue from 29th Street to North Hill Street.  The Mississippi Department of Transportation
approved project plans.  Federal funds assist in the funding of this project. 

1995 Street Improvement Bonds – This fund is used to account for the sale of bonds for the 
construction of curbs and gutters and other necessary improvements to the following:  Highland
Avenue, 35th Street to 37th Street, 32nd Avenue, 21st Street to 23rd Street, Hooper Street, 38th 
Avenue to 49th Avenue, 48th Avenue, 5th Street to Hooper Street, 52nd Avenue, 5th Street to 
Arthur Street, 3rd Street, 45th Avenue to 49th Avenue, 47th Avenue, Hooper Street to 2nd Street, 
25th Street, 23rd Avenue to 24th Avenue, 17th Street, Old Marion Road to 5th Avenue, 12th 
Avenue, 21st Street to dead end, 11th Avenue, 20th Street to 22nd Street, 10th Place, and 22nd 
Street to 23rd Street. 

1995 General Obligation Bonds – This fund is used to account for the sale of bonds for the 
construction of streets, sidewalks, driveways, parkways, walkways or public parking facilities
and purchasing land within the City.

1998 General Obligation Bonds – This fund is used to account for the proceeds and 
disbursements of the 1998 general obligation public improvements bonds. 

Training Facility Grant - Riley – This fund is used to account for the proceeds and 
disbursements of a grant from a local foundation to build a fire and police training facility.

1999 General Obligation Bonds – This fund is used to account for the proceeds and 
disbursements of the 1999 general obligation bonds. 
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CAPITAL PROJECTS FUNDS (CONTINUED)

2000 General Obligation Bonds – This fund is used to account for the proceeds and 
disbursements of the 2000 general obligation public improvement bonds. 

2000 Special Street Improvement Bonds – This fund is used to account for the sale of bonds 
for the construction of curbs and gutters, to properly grade and drain, to construct the necessary
bridges and culverts, to lay the necessary sanitation and storm sewers, water mains and
connections and to pave with suitable material and to otherwise improve certain streets, avenues
or parts thereof. 

2000A Tax Increment Financing Bonds – This fund is used to account for the bond proceeds 
used to fund infrastructure improvements to the Wal-Mart Supercenter and Lowe’s Superstore 
site.

2000B Tax Increment Financing Bonds – This fund is used to account for the proceeds of tax
increment financing bonds used to fund infrastructure improvements to the Wal-Mart
Supercenter and Lowe’s Superstore site. 

2001 Special Assessment Bonds – This fund is used to account for bond proceeds used for 
construction of curbs, gutters and other necessary improvements. 

Urban Renewal Parking Garage Bonds – This fund is used to account for future bond
proceeds to be used for construction of a parking garage.

2002 Special Street Improvement – This fund is used to account for the future sale of bonds for 
the construction of curbs and gutters, to properly grade and drain, to construct the necessary
bridges and culverts, to lay the necessary sanitation and storm sewers, water mains and
connections and to pave with suitable material and to otherwise improve certain streets, avenues
or parts thereof. 

I20/I59 Interchange Project – This fund is used to account for grant revenues to be used for 
construction of an interchange to provide access to a new industrial park. 
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ENTERPRISE FUNDS

Enterprise funds are used to account for operations that are financed and operated in a manner
similar to private business enterprises - where the intent of the government’s council is that the 
costs of providing goods or services to the general public on a continuing basis be financed or 
recovered primarily through user charges, or where the government’s council has decided that 
periodic determination of net income is appropriate for accountability purposes. 

Water & Sewer Department - This fund is used to account for the activities of the City’s water 
and sewer utility fund. 

Waste Collection & Disposal - This fund is used to account for the activities of the City’s
wasted collection and disposal fund. 

Golf Course - This fund is used to account for the activities of the City’s public golf course. 

Union Station - This fund reflects the operating results of the multi-modal facility located in the
downtown area of Meridian. 

Concessions - This fund is used to account for the activities of the City’s concession stands at 
the softball parks.

 101











INTERNAL SERVICE FUNDS

Internal service funds are used to account for the financing of goods or services provided by one 
department or agency to other departments or agencies of the City and to other governmental
units on a cost reimbursement basis. 

Municipal Supply Fund - This fund is used to account for City garage and fuel activity.

Municipal Office Supply Fund - This fund is used to account for City office supply activity.

Unemployment Compensation Fund - This fund is used to account for the claims paid by the 
City for unemployment compensation. 
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AGENCY FUNDS

Agency funds are used to account for assets held by the government as an agent for individuals, 
private organizations, other governments and/or other funds. 

Firemen & Policemen Disability & Relief - This fund is used to account for the dedicated
property tax assessment and collections forwarded to the Public Employees’ Retirement System
(PERS) for a closed fire and policemen retirement system managed by PERS. 

General Retirement Fund - This fund is used to account for the dedicated property tax
assessment and collections forwarded to PERS for a closed municipal employee retirement
system managed by PERS. 

Meridian Community College - This fund is used to account for property tax collections and 
disbursements to the College to be used for its operations. 

Meridian Separate School District - This fund is used to account for property tax collections 
and disbursements to the District to be used for operation and maintenance. 

Hospital Insurance - This fund is used to account for additional amounts withheld from 
employees’ pay which are held for the purpose of offsetting potential large future rate increases
on hospital insurance premiums.

State Police Fines & Fees - This fund is used to account for state fines and fees collected by the 
City Municipal Court for the State of Mississippi. 

Pass Through Grants – This fund is used to account for grants received by the City on behalf of 
the Wesley House. 

Meridian Separate School District Bonds & Interest - This fund is used to account for 
property tax collections and disbursements to the Meridian Separate School District to be used 
for debt service reduction. 
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GENERAL FIXED ASSETS ACCOUNT GROUP
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COMPONENT UNITS

Meridian Airport Authority - The Meridian Airport Authority (MAA) (a discretely presented
component unit) is a legally separate entity established by resolution of the City Council of the 
City of Meridian.  MAA was established to account for and manage the activities of the local 
airport.

Meridian Transportation Commission - The Meridian Transportation Commission (MTC) (a
discretely presented component unit) is a legally separate entity established by resolution of the 
City Council of the City of Meridian.  MTC was established to account for and manage the local
public mass transit system.

Meridian and Bonita Lakes Development Authority - The Meridian and Bonita Lakes
Development Authority (MBLDA) (a discretely presented component unit) is a legally separate 
entity established by resolution of the City Council of the City of Meridian.  As such, it is a 
political subdivision for the purposes of constructing or leasing a convention center and/or 
coliseum facility and of developing and operating any improvements, lands or structure and
commercial activities compatible with a sustained and viable tourism industry within the City of 
Meridian, the County of Lauderdale or the general geographic region.

Meridian Redevelopment Authority - The Meridian Redevelopment Authority (a discretely
presented component unit) is a legally separate entity established by the City Council of the City
of Meridian to manage the Urban Renewal activities.

Additional information regarding component unit status can be found in note 1 of the notes to the
financial statements.
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SUPPLEMENTARY INFORMATION
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STATISTICAL SECTION

The statistical section contains data which relate to the economic, social and political
characteristics of the City of Meridian.  It is intended to provide readers with a broader and more 
complete understanding of the City and its financial affairs than is possible from the financial 
statements and supplemental data included in the financial section.  Statistical tables usually
cover more that two fiscal years and often present data outside the accounting records. 
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SINGLE AUDIT SECTION

The single audit section contains audit reports on internal controls and compliance matters
resulting from the single audit procedures conducted in accordance with the Single Audit Act and 
Office of Management and Budget Circular A-133.  An additional report on compliance with 
state law required by the Office of State Auditor is also presented.
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CITY OF MERIDIAN
Notes to the Schedule of Expenditures of Federal Awards 

For the Year Ended September 30, 2002 

(1) Basis of Presentation

The accompanying schedule of expenditures of federal awards includes the federal grant
activity of the City of Meridian, Mississippi and is presented on the modified accrual 
basis of accounting. The information in this schedule is presented in accordance with the
requirements of OMB Circular A-133, Audits of States, Local Governments, and Non-
Profit Organizations. 
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CITY OF MERIDIAN
Summary Schedule of Prior Audit Findings

For the Year Ended September 30, 2002 

There were no prior year findings or questioned costs. 
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INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE AND ON 
INTERNAL CONTROL OVER FINANCIAL REPORTING BASED

ON AN AUDIT OF GENERAL PURPOSE FINANCIAL STATEMENTS
PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

The Honorable Mayor John Robert Smith and 
Honorable Members of the City Council

City of Meridian, Mississippi:

We have audited the general purpose financial statements of the City of Meridian, Mississippi 
(City) as of and for the year ended September 30, 2002, and have issued our report thereon dated 
February 25, 2003.  We did not audit the financial statements of the Meridian Transportation 
Commission or the Meridian Airport Authority, which represent 99.7% of the assets and 100% of 
the operating revenues of the component units column.  Those statements were audited by other 
auditors. 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.

Compliance

As part of obtaining reasonable assurance about whether the City’s general purpose 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 general purpose 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.
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INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE
WITH REQUIREMENTS APPLICABLE TO EACH MAJOR

PROGRAM AND INTERNAL CONTROL OVER COMPLIANCE
IN ACCORDANCE WITH OMB CIRCULAR A-133 

The Honorable Mayor John Robert Smith and 
Honorable Members of the City Council
City of Meridian, Mississippi

Compliance

We have audited the compliance of the City of Meridian, Mississippi (City) with the types of 
compliance requirements described in the U. S. Office of Management and Budget (OMB)
Circular A-133 Compliance Supplement that are applicable to each of its major federal programs
for the year ended September 30, 2002.  The City’s major federal programs are identified in the 
summary of auditors’ 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 the City’s management.  Our 
responsibility is to express an opinion on the City’s compliance based on our audit. 

The City’s general purpose financial statements include the operations of the Meridian Airport 
Authority (MAA), which expended $1,086,736 in federal awards; and the Meridian 
Transportation Commission (MTC), which expensed $182,875 in federal awards; both of which 
are not included in the schedule during the year ended September 30, 2002.  Our audit described 
below, did not include the operations of MAA or MTC because they engaged other auditors to
perform audits in accordance with OMB Circular A-133. 

We conducted our audit 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 the City’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 on the City’s compliance with those requirements.
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CITY OF MERIDIAN
Schedule of Findings and Questioned Costs 

Year Ended September 30, 2002 

Section I - Summary of Audit Results

Financial Statements

Type of auditors’ report issued: Unqualified

Internal control over financial reporting:

�� Material weaknesses identified? No

�� Reportable conditions identified that are not 
considered to be material weaknesses? None reported

Noncompliance material to financial statements noted? No

Federal Awards

Internal control over major programs:

�� Material weaknesses identified? No

�� Reportable conditions identified that are not 
considered to be material weaknesses? None reported

Type of auditors’ report issued on compliance for major
programs: Unqualified

Any audit findings disclosed that are required to be reported in 
accordance with section 510(a) of Circular A-133? No

Identification of major programs tested: 

CFDA Numbers Name of Federal Program or Cluster

83.554 FEMA Firefighters Grant 
16.579 East Mississippi Drug Task Force 

Dollar threshold used to distinguish between type A and 
type B programs: $ 300,000

Auditee determined to be a low-risk auditee? Yes
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CITY OF MERIDIAN
Schedule of Findings and Questioned Costs 

Year Ended September 30, 2002 

Section II - Findings - Financial Statement Audit

No reportable conditions, material weaknesses, or instances of noncompliance related to the financial 
statements were reported. 

Section III - Findings and Questioned Costs - Federal Award Programs

No audit findings required to be reported by section 510(a) of Circular A-133 were reported. 
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