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MANAGEMENT'S DISCUSSION AND ANALYSIS 

This section of the City of Anniston's annual financial report presents our discussion and 
analysis of the City's financial performance during the fiscal year ended September 30, 
2006. We encourage readers to consider the information presented here in conjunction 
with additional information that we have furnished in the financial statements and other 
supplementary information, which follow this narrative. 

Financial Highlights 

The assets of the City of Anniston (primary government) exceeded its liabilities at 
the close of fiscal year 2006 by $51 million. The assets of the City's component 
units exceeded their liabilities by $27.9 million. Of the $51 million in primary 
government net assets, $13.4 million (unrestricted net assets) may be used to 
meet the government's ongoing obligations to citizens and creditors. 

At the close of the fiscal year, the City's governmental funds reported a combined 
ending fund balance of $20.9 million. The combined governmental funds fund 
balance increased by $3,535,066 compared with the prior year. Of the $20.9 
million in fund balance, $1 2.1 9 million is available for spending at the 
government's discretion (unreserved fund balance). 

The general fund closed with a fund balance of $1 1.84 million, up from $1 0.93 
million in 2005. The 2006 ending general fund balance represents 44.6 percent 
of total general fund operating expenditures, compared with the ending general 
fund balance amounting to 39.8 percent of total operating expenditures in 2005 
and 37.6 percent of total operating expenses in 2004. 

In the fiscal year 2006, the City of Anniston realized an excess of operational 
revenues over expenditures in the general fund of $3,754,567. However, the 
general fund balance increased by only $910,805 due to significant net transfers 
from the general fund to capital projects and debt service. Included in the capital 
transfers is $210,000 to fund the South Highland Project, $226,000 to fund the 
Greenbrier Road Phase 2, and $1,486,806 to service the debt of the City. 

iii 



MANAGEMENT'S DISCUSSION AND ANALYSIS - Continued 

Overview of the Financial Statements 

This discussion and analysis is intended to serve as an introduction to the City of 
Anniston's basic financial statements. The basic financial statements consist of three 
components: 1. government-wide financial statements, 2. fund financial statements, 
and 3. notes to the financial statements (see figure I). The basic financial statements 
present two different views of the City through the use of government-wide statements 
and fund financial statements. In addition to the basic financial statements, this report 
contains other supplemental information that will enhance the reader's understanding of 
the financial condition of the City of Anniston. The following diagram shows how the 
required components of this annual report are arranged and relate to one another. 

Required Components of Annual Financial Report (Figure 1) 
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MANAGEMENT'S DISCUSSION AND ANALYSIS - Continued 

Government-wide Financial Statements 

The government-wide statements report information about the City as a whole using 
accounting methods similar to those used by private-sector companies. The statement 
of net assets includes all of the government's assets and liabilities. All of the current 
year's revenues and expenses are accounted for in the statement of activities 
regardless of when cash is received or paid. 

The government-wide financial statements of the City are divided into two categories: 

Governmental Activities - Most of the City's basic services are included here 
such as the police, fire, public works, parks and recreation, and general 
administration. Sales, use and property taxes, charges for services, and state 
and federal grants finance most of these activities. 

Discretely Presented Component units - The City includes other legally separate 
entities in its report including the board of education, the museum complex, the 
public library, Spirit of Anniston, and industrial development board, and a school 
support entity. The City is financially accountable for these entities. 

Government-wide Financial Statements 

Governmental Activities and 
Component Units 

Measurement Focus: 
Economic Resources 

Accounting Basis: Accrual 

. 

Statement of Net Assets 
Assets 

-Liabilities 
= Net Assets 

Statement of Activities 
General Revenues 

- Net Program Expenses 
= Change in Net Assets 



MANAGEMENT'S DISCUSSION AND ANALYSIS - Continued 

The statement of net assets includes all of the government's assets and liabilities 
except fiduciary funds. The statement of activities presents information showing how 
the government's net assets changed during the most recent fiscal year. All changes in 
net assets are reported as soon as the underlying event giving rise to the change 
occurs, regardless of the timing of related cash flows. 

Fund Financial Statements 

The fund financial statements provide more detailed information about the City's most 
significant funds - not the City as a whole. Funds are accounting groups that the City 
uses to keep track of specific sources of funding and spending for particular purposes. 
Some funds are required by federal or state law while some are required by grant 
agreements. Other funds are established to control and manage City resources 
designated for specific purposes. 

The City uses two types of funds: 

Governmental Funds - Most of the City's basic services are included in 
governmental funds, which focus on (I ) how cash and other financial assets that 
can readily be converted to cash flow into and out of the funds and (2) the 
balances left at year-end that are available for spending. Because the focus on 
governmental funds is narrower than that of the government-wide financial 
statements, it is useful to compare the information presented for governmental 
funds with similar information presented for governmental activities in the 
government-wide financial statements. By doing so, readers may better 
understand the long-term impact of the government's near-term financing 
decisions. 

The City of Anniston adopts an annual appropriated budget for its general fund. A 
budgetary comparison statement has been provided for the general fund to 
demonstrate compliance with this budget. 

Fiduciary Fund - The fiduciary fund statement reflects the financial relationship 
with the Anniston Police and Firefighters Retirement Fund which provides benefits 
exclusively for certain public safety employees. This fund is excluded from the 
City's government-wide financial statements because the City cannot use these 
assets to finance operations. 



MANAGEMENT'S DISCUSSION AND ANALYSIS - Continued 

The following diagram presents the major features of the fund financial statements 
including the types of information contained therein. 
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MANAGEMENT'S DISCUSSION AND ANALYSIS - Continued 

Notes to the Financial Statements 

The notes provide additional information that is essential for a full understanding of the 
data provided in the government-wide and fund financial statements. The notes to the 
financial statements follow the basic financial statements. 

Other Information 

In addition to the basic financial statements and accompanying notes, this report also 
presents certain supplementary information that should be considered in the evaluation 
of the City's financial position. 

Government-wide Financial Analysis 

The government-wide financial statement for the fiscal year ended September 30, 2003, 
was the first of a new format of reports for the City. The accounting year 2004 and 
subsequent years follow this format. The changes in the financial statements are in 
compliance with Governmental Accounting Standards Board (GASB) Statement No. 34. 
The City has not accounted for all infrastructure assets. The timeline for this 
presentation is no later than the fiscal year ended September 30, 2007. This deferral is 
allowable by GASB No. 34 due to practical considerations of inventorying and valuing 
infrastructure. 

Statement of Net Assets 

Governmental Component Units 
Activities 

Assets 
Cash and investments 
Receivables, net 
Due from other governments 
Inventories 
Other assets 
Collections 
Capital assets, net 

Total Assets 

viii 



MANAGEMENT'S DISCUSSION AND ANALYSIS - Continued 

Statement of Net Assets - Continued 

LIABILITIES 
Accounts payable and accruals 
Deferred revenue 
Due to other funds 
Accrued interest 
Non-current liabilities: 

Due within one year 
Bonds and warrants payable 
Notes and capital leases payable 
Compensated absences 

Due in more than one year 
Bonds and warrants payable 
Notes and capital leases payable 
Compensated absences 
Total Liabilities 

NET ASSETS 
Invested in capital assets, net of debt 29,619,251 25,084,293 
Restricted for: 

Capital projects 431,950 
Special revenues / other funds 7,528,812 863,646 

Unrestricted 13,371,840 1,903,873 
Total Net Assets 50,951,853 27,851,812 

Total Liabilities and Net Assets $62,051,540 $35,281,274 

The assets of the City of Anniston (primary government) exceeded its liabilities by $51 
million as of September 30, 2006. However, the largest portion (58 percent) reflects the 
City's investment in capital assets less any related debt still outstanding that was issued 
to acquire those assets. It is of particular note that the debt outstanding includes school 
bonds, whose corresponding assets are not reflected in the $51 million. The City of 
Anniston uses these capital assets to provide services to citizens; consequently, these 
assets are not available for future spending. Although the City's investment in its capital 
assets is reported net of the outstanding related debt, the resources needed to repay 
that debt must be provided by other sources, since the capital assets cannot be used to 
liquidate these liabilities. An additional total of $7.96 million represents net assets that 
are subject to external or Council placed restrictions on how they may be used. The 
remaining balance of $13.37 million is unrestricted. 



MANAGEMENT'S DISCUSSION AND ANALYSIS - Continued 

Financial Analysis of the City's Funds 

As noted earlier, the City of Anniston uses fund accounting to ensure and demonstrate 
compliance with finance-related legal requirements. 

Governmental Funds 
The focus of the City of Anniston's governmental funds is to provide information on 
near-term inflows, outflows, and balances of usable resources. Such information is 
useful in assessing the City of Anniston's financing requirements. Specifically, 
unreserved fund balance can be a useful measure of a government's net resources 
available for spending at the end of the fiscal year. 

The general fund is the chief operating fund of the City of Anniston. At the end of the 
current fiscal year, unreserved fund balance of the general fund was $1 1,840,205, 
compared with $1 0,929,400 at the end of 2005. As a measure of the general fund's 
liquidity, it may be useful to compare unreserved fund balance to total fund 
expenditures. Unreserved fund balance represents 44.6 percent of total general fund 
expenditures at the end of 2006, compared with 39.8 percent at September 30, 2005. 
The increase is attributable, in part, to the completion of capital projects related to 
construction of the youth sports complex and re-working Bill Robison Parkway. Greater 
than expected operational revenues in 2006 improved this liquidity measure. 

General Fund Budgetary Highlights 

Revenues for the year were $1,322,105 above the budgeted amount. The primary 
source for the excess is greater than anticipated sales tax collections. 

All general categories realized a favorable variance in budgeted to actual expenditures. 

The operational excess for the City's general fund totaled $3,754,567 before internal 
transfers to or from capital, law enforcement and debt service funds. 



MANAGEMENT'S DISCUSSION AND ANALYSIS - Continued 

Capital Asset and Debt Administration 

Capital Assets: The City of Anniston's investment in capital assets for its 
governmental activities as of September 30, 2006 totals $37,720,233 (net of 
accumulated depreciation). These assets include buildings, land, machinery and 
equipment, facilities and vehicles, as well as the collection at the Anniston Museum. 
This capital asset total does not include infrastructure assets in service before the 
adoption of GASB-34. The City is utilizing the compliance relief granted in GASB-34 for 
reporting of infrastructure including roads, bridges, drainage systems, tunnels, lighting 
systems, and sewer systems. Infrastructure assets must be retroactively included in the 
fiscal year that ends September 30, 2007. 

Additional information about the City of Anniston's fixed assets can be found in the 
notes to the financial statements. 

Long-term Debt: As of September 30, 2006, the City of Anniston had bonded debt 
outstanding of $4,710,000. These are entirely general obligation bonds. In addition, the 
City is participating in regional economic development that specifically funded certain 
infrastructure at Honda Manufacturing of Alabama's plant in Lincoln, Alabama. The 
amount outstanding for this commitment is $1,027,943. Additionally, the City has 
certain unsecured notes payable that total $230,000 that purchased the Cane Creek 
Golf Course facility. 

Economic Factors and Next Year's Budget 

The regional economy remains strong. The region and City of Anniston in particular 
fared very well in the latest round of Base Closure and Realignment Commission 
recommendations with hundreds of jobs transferred to the Anniston Army Depot. The 
Depot is a central facility in building and refurbishment of mechanized vehicles used in 
Iraq and elsewhere. A commitment remains to complete the eastern by-pass that will 
efficiently connect the northern developments, including the former Fort McClellan with 
interstate 20, approximately two miles south of Anniston. The form this commitment 
takes is currently in negotiation between several governmental jurisdictions that stand to 
benefit from this significant road project. 

As a result of strong economic activity, sales tax and business licenses were above 
projections in 2006 and the trend is continuing in 2007, albeit at a more moderate pace. 
Two automobile franchises have left the city limits, however the addition of Lowe's in 
November, 2007 is expected to more than offset any lost sales tax revenue. 

Any questions about this document should be addressed to Finance Director, City of 
Anniston, AL. The finance director's email is dmccullars~ci.anniston.al.us. 
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INDEPENDENT AUDITORS' REPORT 

July 25, 2007 

Honorable Mayor and Members of the City Council 
City of Anniston, Alabama 

We have audited the accompanying financial statements of the governmental activities, 
each major fund, and the aggregate remaining fund information of the City of Anniston, 
Alabama as of and for the year ended September 30,2006, which collectively comprise 
the City's basic financial statements as listed in the table of contents. These financial 
statements are the responsibility of the City's management. Our responsibility is to 
express an opinion on these financial statements based on our audit. We did not audit 
the financial statements of the aggregate discretely presented component units (except 
for Public Library of Anniston and Calhoun County), and the fiduciary funds. Those 
financial statements were audited by other auditors whose report has been furnished to 
us, and our opinion, insofar as it relates to the amounts included for these entities, is 
based on the report of 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 financial statements are free of material 
misstatement. An audit includes examining, on a test basis, evidence supporting the 
amounts and disclosures in the financial statements. An audit also includes assessing 
the accounting principles used and significant estimates made by management, as well 
as evaluating the overall financial statement presentation. We believe that our audit 
provides a reasonable basis for our opinions. 

In our opinion, the financial statements referred to above present fairly, in all material 
respects, the respective financial position of the governmental activities, the aggregate 
discretely presented component units, each major fund and the aggregate remaining 
fund information of the City of Anniston, Alabama as of September 30,2006, and the 
respective changes in financial position, thereof, for the year then ended in conformity 
with accounting principles generally accepted in the United States of America. 



INDEPENDENT AUDITORS' REPORT - Continued 

In accordance with Government Auditing Standards, we have also issued our report 
dated July 25, 2007, on our consideration of the City of Anniston, Alabama's internal 
control over financial reporting and on our tests of its compliance with certain provisions 
of laws, regulations, contracts, and grant agreements, and other matters. The purpose 
of that report is to describe the scope of our testing of internal control over financial 
reporting and compliance and the results of that testing and not to provide an opinion on 
the internal control over financial reporting or on compliance. That report is an integral 
part of an audit peifomed in accordance with Government Auditing Standards and 
should be considered in assessing the results of our audit. 

The management's discussion and analysis and budgetary comparison information on 
pages iii through xi and 37 through 39, are not a required part of the basic financial 
statements, but are supplementary information required by accounting principles 
generally accepted in the United States of America. We have applied certain limited 
procedures, which consisted principally of inquiries of management regarding the 
methods of measurement and presentation of the supplementary information. However, 
we did not audit the information and express no opinion on it. 

Our audit was conducted for the purpose of forming opinions on the financial statements 
that collectively comprise the City of Anniston, Alabama's basic financial statements. 
The introductory section and the combining and individual non-major fund financial 
statements are presented for purposes of additional analysis and are not a required part 
of the basic financial statements. The accompanying schedule of expenditures of 
federal awards is presented for purposes of additional analysis as required by U.S. 
Office of Management and Budget Circular A-1 33, Audits of States, Local Governments, 
and Non-Profit Organizations, and is also not a required part of the basic financial 
statements of the City of Anniston, Alabama. The combining and individual non-major 
fund financial statements and the schedule of expenditures of federal awards have been 
subjected to the auditing procedures applied in the audit of the basic financial 
statements and, in our opinion, are fairly stated in all material respects in relation to the 
basic financial statements taken as a whole. The introductory section has not been 
subjected to the auditing procedures applied in the audit of the basic financial 
statements and, accordingly, we express no opinion on them. 

/ 

Anniston, Alabama 



CITY OF ANNISTON 
STATEMENT OF NET ASSETS 

SEPTEMBER 30,2006 

ASSETS 
Cash 
Investments 
Receivables, net 
Due from other governments 
Inventories 
Other assets 
Capital assets, net 

Total Assets 

LlABiLlTlES 
Accounts payable and a ~ ~ ~ e d  liabilities 
Deferred revenue 
Accrued interest 
Noncurrent liabilities: 

Due within one year 
Bonds and warrants payable 
Notes payable 
Capital leases 
Compensated absences 

Due in more than one year: 
Bonds and warrants payable 
Notes payable 
Capital leases 
Compensated absences 

Total Liabilities 

NET ASSETS 
lnvested in capital assets, net of debt 
lnvested in capital assets, Museum collections 
Restricted for: 

Capital projects 
Special revenues 
Other nonmajor funds 

Unrestricted 

Total Net Assets 

Primary Government 
Governmental Component 

Activities Total Units 

Total Liabilities and Net Assets 

Sea notes to financial stalernents. 



Activities: 
General government 
Public protection: 

Police 
Fire 
Other 

Public works 
Recreational 
Nondepartmental 

Other boards and agencies 
Capital 
Interest and fiscal charges 
Miscellaneous 

Total Governmental Activities 

Total City 

CITY OF ANNISTON 
STATEMENT OF ACTIVITIES 

FOR THE YEAR ENDED SEPTEMBER 30,2006 
Net (Expense) 

Revenue and Changes 
Program Revenues in Net Assets 

Fees. Fines and Operating Capital 
Charges for Grants and Grants and Governmental 

Expenses Se wices Contributions Contributions Activities Total 

General Revenues: 
Taxes: 

Sales, property, other for general purposes 
General business licenses and permits 
Other general state shared revenues 

Miscellaneous income 
Bond and loan proceeds 
Interest income 

Total General Revenues 

Change in Net Assets 

Net Assets, Beginning of Year 

Net Assets, End of Year 

See notes to financial statements. 



ASSETS 

Cash 
Investments 
Receivables, net 
Prepaid expenses 
Due from other funds 
Due from other governments 
Inventories 
Other assets 

CITY OF ANNISTON 
BALANCE SHEETS - GOVERNMENTAL FUNDS 

SEPTEMBER 30,2006 

Capital Other Total 
General Projects Governmental Governmental 

Fund Funds Funds Funds 

8,232.051 - 5,612,451 1 3,844,502 
3,759,592 - 2,578,050 6,337,642 

228,756 499,952 728,708 
727,530 727,530 

2,737,951 2,482,902 161,727 5,382,580 
1,767,664 58,333 304,785 2,130,782 

20,579 20,579 
1,700 195,822 197,522 

Total Assets $ 16,748,293 $ 2,541,235 $ 10,080,317 $ 29,369,845 

LIABILITIES 

Accounts payable and accrued liabilities 2,239,588 87,966 462.284 2,789,838 
Deferred revenue 188,219 188,219 
Due to other funds 2,668,500 1,236,106 1,477,974 5,382,580 
Compensated absences 75,298 75,298 

FUND BALANCES 

Resewed for: 
Special revenue funds 
Future capital projects 
Other nonmajor funds 
Anniston Museum fund 

Unreserved, reported in: 
General funds 
Debt service funds 
Anniston Museum fund 

Total Liabilities and Fund Balances $ 16,748,293 $ 2,541,235 $ 10,080,317 $ 29,369,845 

See notes to financial statements. 



CITY OF ANNISTON 
RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET 

TO THE STATEMENT OF NET ASSETS 
SEPTEMBER 30,2006 

Total fund balances for governmental funds $ 20,933,910 

Total net assets reported for governmental activities in 
the statement of net assets is different because: 

Prepaid expenses 344,042 

Capital Assets used in governmental activities are not 
financial resources and therefore are not reported in 
the funds. Those assets consist of: 

Governmental capital assets 
Less: Accumulated depreciation 

Total Capital Assets 

Long-term liabilities applicable to the City's governmental 
activities are not due and payable in the current period 
and accordingly are not reported as fund liabilities. 
Interest on long-term debt is not accrued in governmental 
funds, but rather is recognized as an expenditure when 
due. All liabilities both current and long-term are 
reported in the statement of net assets. 

Accrued interest 
Bonds and warrants payable 
Notes payable 
Capital leases 
Compensated absences 

Net assets of governmental activities 

See notes to financial statements. 



CITY OF ANNISTON 
STATEMENT OF REVENUES, EXPENDITURES AND 

CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS 
FOR THE YEAR ENDED SEPTEMBER 30,2006 

General 
Fund 

Revenues: 
Taxes $ 23,723,499 
Licenses and permits 3,485.1 24 
Charges for services 2,361,543 
Federal and state grants 24.358 
Interest 558,387 
Other 111,810 

Capital 
Projects 

Fund 

Other 
Governmental 

Funds 

Total 
Governmental 

Funds 

Total Revenues 30,264,721 818,037 5,689,812 36,772,570 

Expenditures: 
General government 
Public safety 
Public works 
Recreation 
Other boards and agencies 
Nondepartmental 
Capital Expenditures 
Debt Service: 

Principal 
Interest and fees 
Miscellaneous 

Total Expenditures 

Excess Revenues over (under) Expenditr 3,754,567 (643,042) 423,541 3,535,066 

Other financing sources (uses): 
Operating transfers in 592,614 1,351,248 2,187,992 4.1 31,854 
Operating transfers out (3,436,376) - (695,478) (4,131,854) 

Total Other Financing 
Sources (Uses) (2,843.762) 1,351,248 1,492,514 

Net change in fund balance 910,805 708,206 1,916,055 3,535,066 

Fund Balance, Beginning of Year 10,929,400 508,957 5,960,487 17,398,844 

Fund Balance, End of Year $ 11,840,205 $ 1,217,163 $ 7,876.542 $ 20,933,910 

See notes to financial statements. 



CITY OF ANNISTON 
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES 

AND CHANGES IN FUND BALANCES OF GOVERNMENTAL 
FUNDS TO THE STATEMENT OF ACTIVITIES 

FOR THE YEAR ENDED SEPTEMBER 30,2006 

Net change in fund balances total governmental funds 

The change in net assets reported for governmental activities 
in the statement of activities is different because: 

Governmental funds report capital outlays as expenditures. However, 
in the statement of activities, the cost of those assets are capitalized 
and depreciated over their estimated useful lives. 

Expenditures for capital assets 
Less: Current year depreciation 

Bond proceeds provide current financial resources to 
governmental funds, but the repayment reduces long-term 
liabilities in the statement of assets. Repayment of bond principal 
is an expenditure in the govemmental funds, but the repayment 
reduces long-term liabilities in the statement of net assets. 

Net Change in Long-Term Debt from Bond Proceeds, 
payment of principal, and refunding of debt 

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

Change in accrued interest 
Change in long-term compensated absences 
Change in prepaid expenses 

Change in net assets of govemmental activities 

See notes to financial statements. 



CITY OF ANNISTON 
STATEMENT OF FIDUCIARY NET ASSETS 

SEPTEMBER 30,2006 

ASSETS 

Cash 

Investments, at Fair Value: 
U.S. Government Obligations and Corporate Bonds 
Equity Securities 

Total Assets 

LIABILITIES 

Liabilities 

Total Liabilities 

Net Assets held in trust for retirement benefits 

See notes to financial statements. 



CITY OF ANNISTON 
STATEMENT OF CHANGES IN FIDUCIARY NET ASSETS 

FOR THE YEAR ENDED SEPTEMBER 30,2006 

ADDITIONS TO NET ASSETS 

Investment Income: 
Net appreciation in fair value of investments 
Interest 
Dividends 
Miscellaneous 

Less: investment expenses 

Contributions: 
Employer 
Employees 
Public Utilities 

Total Additons to Net Assets 

DEDUCTIONS FROM NET ASSETS 

Benefits paid directly to participants 
Administrative expenses 

Total Deductions From Net Assets 

Net Increase 

Net Assets Held in Trust for Retirement Benefits: 
Beginning of Year 
End of Year 

See notes to financial statements. 10 



CITY OF ANNISTON 
STATEMENT OF NET ASSETS - COMPONENT UNITS 

SEPTEMBER 30,2006 

Anniston Public Library Anniston 
City School of Annistonl Industrial 

Board Calhoun County Dev. Board 

ASSETS 

Cash 
Investments 
Inventories 
Other assets 
Receivables, net 
Due from other governments 
Collections 
Capital assets (net) 

Total Assets _$ $ 534,794 $ 522,503 

LIABILITIES 

Accounts payable and accrued liabilities 1,118,710 2,013 
Deferred revenue 2,939,668 - 
Due within one year: 

Compensated absences 110,532 28,877 
Notes payable 36,592 

Due after one year: 
Compensated absences - 
Notes payable 2,908,203 

Total Liabilities 7,113,705 30,890 

NET ASSETS 

Invested in Capital Assets 16,576,841 220,430 - 
Restricted 580,599 79,876 21,369 
Unrestricted 1,081,851 203,598 501.134 

Total Net Assets 18,239,291 503,904 522,503 

Total Liabilities and Net Assets $ 25,352,996 $ 534,794 $ 522,503 

See notes to financial statements. 



CITY OF ANNISTON 
STATEMENT OF NET ASSETS - COMPONENT UNITS - Continued 

SEPTEMBER 30,2006 

Farley L. 
Berman Anniston 

Foundation City Schools Spirit of 
Inc. Foundation Anniston Total 

ASSETS 

Cash 
investments 
Inventories 
Other assets 
Receivables, net 
Due from other governments 
Collections 
Capital assets (net) 

Total Assets $ 8,368,201 $ 4,350 $ 498.430 $35,281,274 

LIABILITIES 

Accounts payable and accrued liabilities 4,444 1,288 4.1 50 1.1 30,605 
Deferred revenue 2,939,668 
Due within one year: 

Compensated absences 20,338 1,854 161,601 
Notes payable - 6.105 42,697 

Due after one year: 
Compensated absences - 
Notes payable - 246,688 3,154,891 

Total Liabilities 24,782 1,288 258.797 7.429.462 

NET ASSETS 

Invested in capital assets 
Restricted 
Unrestricted 

Total Net Assets 8,343,419 3,062 239,633 27,851,812 

Total Liabilities and Net Assets $ 8,368,201 $ 4,350 $ 498,430 $ 35,281,274 

See notes to financial statements. 



CITY OF ANNISTON 
STATEMENT OF ACTlVlllES - COMPONENT UNITS 

FOR THE YEAR ENDED SEPTEMBER 30,2006 

Anniston City School Bard  
Educational 

Tole1 Anniston City School Board 

Publlc Library of AnnislonlCnlhoun County 
Culture and Recrealion 

Total Public Library of Anniston 

Annhton Industrial Davolopmont Board 
Communily Developmenl 

Total lndusirial Development Board 

F orley L. Berman Foundotlon, lnc. 
Culture and recreation 

Tolal Farley L. Beman Foundation 

Anniston City khoo ls  Foundation 
Educational 

Tolal Anniston C~ty Schwls Foundabon 
Spirit of Anniston 

CMvnunily Development 

Tolal Spirit of Anniston 

Not (Expense) Revonuo and 
Program Rovonues Changes in Nat Assots 

Operating Capital Anniston Public Library Annjston Farley L. Annislon C~ty Spnt 
Charges for Grants and Grants and City School of Annislorrl industrial Beman !Mods of 

kpenses Servrces Contributions Conlnbutions Board Calhwrn Counlv Oev. Board Foundat~on Foundat~m Annrston Torols 

Genwal Revenues: 
Raperty taxes fcu general. debt, capital purposes 3.273.388 1 . W  - 3.274.888 
Payment from City of Ann~slon - 525,000 125.000 55.010 190,000 895,010 
Payment from Calhoun County 120.000 15.000 135,000 
Grants, entitlements and conlribut~ont not 
restricted to specific programs 658,927 5.080 29.469 693.476 

Interest Income 94,366 9.445 15,227 2.546 71 88 1 322.536 
Mscellaneous 3,387,802 7,955 1 ,OOO 13.710 37.299 3.447.766 

Toml General Revenues 7,4 14,483 667,480 17.727 172,015 68,791 228.180 8,568,676 

Change in net assels 2,045,595 (8.161) 51,827 (36.491) (19.306) 53.925 2,087,389 

Nel Assets. Beginning of Year 16.180.413 460.142 470.676 8.379.910 22.368 185.708 25,699.21 7 

Net Assets. End 07 Year 8 18,239,291 $ 503.904 S 522,503 S 8,343,419 t 3,062 % 239,633 $27,851,812 

See notes to financial statements. 



CITY OF ANNISTON 
NOTES TO FINANCIAL STATEMENTS 

SEPTEMBER 30,2006 

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

Organization 

The City of Anniston, Alabama, was incorporated in 1883 under the laws of the State of 
Alabama. The City operates under the Council 1 Manager form of government with a 
City Council consisting of five council members elected for concurrent terms of four 
years. One council member is elected at large by the qualified voters of the City and 
has the title of Mayor. The City Manager is appointed by the Council and has full 
administrative authority for the operations of the City. 

Reporting Entity 

The financial statements of the City have been prepared in conformity with the 
accounting principles generally accepted in the United States as specified by the 
Governmental Accounting Standards Board (GASB). In June 1999, GASB issued 
Statement No. 34, Basic Financial Statements- and Management's Discussion and 
Analysis- for State and Local Governments. This Statement was developed to make 
annual reports easier to understand and more useful to the people who use government 
financial information to make decisions. The City has adopted GASB Statement No. 34 
for the fiscal year ended September 30,2003 and all future years then ended. 

As required by the accounting principles in the United States, these financial statements 
present the primary government ("the City") and it's discretely presented component 
units, entities for which the government is considered financially accountable. Because 
the City appoints the Boards of Directors for these entities and there is a financial 
burden or benefit from the entities, they are considered governmental fund type and 
component units and are reported in a separate column in the government-wide 
statements to emphasize that they are legally separate from the primary government. 
Each discretely presented component unit has a September 30 fiscal year-end. 



CITY OF ANNISTON 
NOTES TO FINANCIAL STATEMENTS 

SEPTEMBER 30,2006 

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued 

Included in the Separate 
Reporting Entity Financial 

Component Unit Because Statements 

The Anniston City School Board is the The bonded debt must be These financial 
governing board for the City School System. issued through the City, statements are 
Eligible voters in the City elect the members of which the Council must located at 
the Board. The City schools are fiscally approve. Anniston City Hall. 
dependent upon the City since the school 
board cannot issue bonded debt directly. 

The Public Library of Anniston and Calhoun The members of the These financial 
County receives a substantial amount of governing board are statements are 
financial support from the City; however, they appointed by the City of located at 
do not approve the Library's operations and Anniston and the Calhoun Anniston City Hall. 
capital budgets. County Commission. 

The Anniston Industrial Development Board The members of the board These financial 
is fiscally dependent upon City support to carry are appointed by City statements are 
out its mission. Council. located at 

Anniston City Hall. 

The Farley L. Berman Foundation, Inc. is The City fiscally supports These financial 
fiscally dependent upon the City for its the entity. statements are 
operational support; however, the City does located at 
not approve the Foundation's capital budgets Anniston City Hall. 
or operations. 

The Anniston City Schools Foundation is The City fiscally supports These financial 
fiscally dependent upon the City for its funding; the entity. statements are 
however, the City does not approve its capital located at 
budgets or operations. Anniston City Hall. 

The Spirit of Anniston is fiscally dependent The City fiscally supports These financial 
upon the City since the majority of its funding the entity. statements are 
comes from the City. The City does not located at 
approve its capital budgets or its funding. Anniston City Hall. 



CITY OF ANNISTON 
NOTES TO FINANCIAL STATEMENTS 

SEPTEMBER 30,2006 

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued 

The more significant of the government's accounting policies are described below. 

Government-wide and Fund Financial Statements 

The government-wide financial statements (i.e., the statement of net assets and the 
statement of activities) report information on all of the nonfiduciary activities of the City 
and its component units. The effect of interfund activity has been removed from these 
statements. The City as the primary government is shown separately from its legally 
separate component units. The statement of activities demonstrates the degree to 
which the direct expenses of a given function are offset by program revenues. Direct 
expenses are those that are clearly identifiable with a specific function; program 
revenues include (a) charges to customers who purchase, use, or directly benefit from 
goods, services, or privileges, provided by a given function, and (b) grants and 
contributions that are restricted to meeting the operational or capital requirements of a 
particular function. General revenues include taxes and other items not included in 
program revenues. 

Measurement Focus, Basis of Accounting, and Financial Statement Presentation 

The accounting and financial reporting treatment applied to a fund is determined by its 
measurement focus. The government-wide financial statements are reported using the 
economic resources measurement focus and the accrual basis of accounting. Under 
this focus and basis, revenues are recorded when earned and expenses are recorded 
when a liability is incurred, regardless of when the cash is received or expended. 
Property taxes are recognized as revenues when the enforceable legal claim has 
occurred, grants and similar items are recognized when all the eligibility requirements of 
the providers have been met. Revenues, expenses, gains, losses, assets, and liabilities 
resulting from exchange and exchange-like transactions are recognized when the 
exchange takes place. 

All governmental funds are accounted for using the current financial resources 
measurement focus and the modified accrual basis of accounting. Revenues are 
recognized when they are both measurable and available. The City considers revenues 
to be available if they are collected within sixty days of the end of the current fiscal 
period. Expenditures are recorded when the liability is incurred, consistent with accrual 
accounting. Debt service expenditures, claims and judgments, as well as expenditures 
related to compensated absences are recorded only when payment is due. 



CITY OF ANNISTON 
NOTES TO FINANCIAL STATEMENTS 

SEPTEMBER 30,2006 

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued 

Measurement FOCUS, Basis of Accounting, and Financial Statement Presentation 
Continued 

The City reports the following major governmental funds: 

General Fund - The General Fund is the general operating fund of the City and is 
considered a major governmental fund. All general tax revenue and other receipts that 
are not allocated by law or contractual agreement to another fund are accounted for in 
this fund. The general operating expenditures, fixed charges and capital improvement 
costs that are not paid through other funds, are paid from the General Fund. 

Special Revenue Funds - The Special Revenue Funds are used to account for the 
proceeds of specific revenue resources (other than for major capital projects) requiring 
separate accounting because of legal or regulatory provisions or administrative action. 
The Special Revenue Funds are considered non-major governmental funds. 

Debt Senlice Funds - The Debt Service Funds are non-major governmental funds used 
to account for the repayment of principal and interest on the City's outstanding bond 
issues and other debt obligations of the City. Debt service funds used by the City are 
as follows: 

1998 Warrants -This bond was used to refund other warrants. 

2003 General Obligation Warrants -This bond was used to refinance the 1994 
General Obligation Warrants and the 1996 School Warrants. 

Honda Funding Agreement - This agreement is an obligation of the City to 
pledge an amount to fund certain improvements to the Honda plant in Lincoln, 
Alabama. 

Regions Bank Loan - This loan was used to borrow money to purchase Cane 
Creek Golf Course. 



CITY OF ANNISTON 
NOTES TO FINANCIAL STATEMENTS 

SEPTEMBER 30,2006 

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued 

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

Capital Projects Funds - The Capital Projects Funds are used to account for financial 
resources for the acquisition or construction major capital facilities. Capital Projects 
Funds used by the City are as follows: 

1. Bill Robison Parkway 
2. South Highland Improvements 
3. Roberts Drive 
4. Blue Mountain Depot 
5. Multi-modal Project 
6. Youth Sports Complex 
7. Greenbrier Road Phase II 
8. Cane Creek Subdivision 
9. Henry Road 
10. FEMA Buyout 
I I. Quintard Traffic Signal 
12. West I oth Street (Moore to Ferron) 
13.Apron Taxiway Improvement 

Fiduciary Funds - The Fiduciary funds are used to account for assets held by the City in 
a trustee capacity or as an agent for individuals, private organizations and other 
governmental units. The Police and Fireman's Pension fund is a pension trust fund 
which accounts for the assets of the defined contribution benefit plan. 



CITY OF ANNISTON 
NOTES TO FINANCIAL STATEMENTS 

SEPTEMBER 30,2006 

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued 

Cash and Investments 

Cash consists of demand deposits, and investments consist of government securities 
and certificates of deposit. Cash balances and the requirements of all funds are 
considered in determining the amount to be invested. Interest earned on cash and 
investments is recorded as General Fund revenue and allocated between funds based 
upon balances. In accordance with Governmental Accounting Standards Board No. 31, 
Accounting for Financial Reporting for certain investments and for External Investment 
Pools, the City reports its money market investments and investments in short term debt 
securities that have remaining maturities of one year or less at amortized cost. 

lnterfund Receivables 1 Payables and Transfers 

Activity between funds that are representative of lending I borrowing arrangements 
outstanding at the end of the fiscal year are referred to as either "due to / from other 
funds". Flow of cash or goods from one fund to another without a requirement for 
repayment is reported as interfund transfers. lnterfund transfers are reported as other 
financing sources / uses in governmental funds. The government-wide statements 
eliminate interfund transfers and receivableslpayables as reported within the 
segregated governmental column. 

lnventories 

All City inventories are maintained on a consumption basis of accounting where items 
are purchased for inventory and charged to the budgetary accounts as the items are 
consumed. Inventories held by the General Fund consist principally of traffic 
engineering, municipal garage, public buildings, and electrical department supplies. 
lnventories are stated at cost. All other items purchased for consumption are recorded 
as expenditures of the specific fund and are not inventoried. 

Capital Assets 

In the government-wide financial statements, capital assets are valued at historical cost 
or estimated historical cost if actual is unavailable. Donated capital assets are valued at 
their estimated fair market value on the date donated. The City capitalizes assets with a 
cost of $5,000 or more as purchase and construction outlays occur. 



CITY OF ANNISTON 
NOTES TO FINANCIAL STATEMENTS 

SEPTEMBER 30,2006 

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued 

Capital Assets 

Prior to October I, 2001, government funds' infrastructure assets were not capitalized. 
In accordance with GASB Statement No. 34, infrastructure has been capitalized for 
additions since October I, 2001. Pre-existing infrastructure will be included on the 
City's financial statements starting September 30, 2007. 

Depreciation is recorded as an allocated expense in the Statement of Activities, with 
accumulated depreciation reflected in the Statement of Net Assets. Depreciation is 
provided over the assets' useful lives using the straight-line method of depreciation. 
The range of estimated useful lives by type of asset is as follows: 

Buildings 40 years 
Improvements 40 years 
Machinery and Equipment 5-1 0 years 
Automotive Equipment 5 years 
Office Equipment 5-1 0 years 

In the fund financial statements, capital assets used in governmental fund operations 
are accounted for as capital outlay expenditures upon acquisition. Bond discounts, 
premiums and issuance costs are treated as period costs of the year of issue. 

Compensated Absences 

The City follows Governmental Accounting Standards Board Statement No. 16, 
Accounting for Compensated Absences, which requires that accrued liabilities for future 
vacations and sick leave be recorded to the extent the future leaves (1) relate to rights 
attributable to employee services already rendered, (2) relate to rights that vest or 
accumulate, (3) where payment is probable and (4) where amounts can be reasonably 
estimated. 

The liability for these compensated absences is recorded as current and long-term debt 
in the government-wide financial statements. The current portion of this debt is 
estimated based on historical trends. In the governmental fund financial statements, 
amounts that would normally be paid with expendable available financial resources are 
recorded in the General Fund, and the amounts considered non-current are held in the 
long-term debt account group. Vacation is earned based on a scale determined by job 
status and length of service. Vacation earned must be taken within one work year after 
it is earned. Sick leave is earned at a rate of one day per month, and leave can be 



CITY OF ANNISTON 
NOTES TO FINANCIAL STATEMENTS 

SEPTEMBER 30,2006 

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued 

Compensated Absences - Continued 

accumulated without limitation, except that upon termination whether voluntary or 
involuntary, sick leave will be paid up to a maximum of 75 days. 

Long-Term Obligations 

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

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

Fund Equity 

In the fund financial statements, governmental funds report reservations of fund balance 
for amounts that are not available for appropriation or are legally restricted by outside 
parties for use for a specific purpose. Fund balance is classified as reserved or 
unreserved. Designations of fund balance represent tentative management plans that 
are subject to change. In the statement of net assets, equity is classified as net assets 
and displayed in three components: 

Invested in capital assets, net of related debt - Consists of capital assets, including 
restricted capital assets net of accumulated depreciation, and is reduced by 
outstanding balances of any bonds and mortgages, notes, or other borrowings that 
are attributable to the acquisition, construction, or improvement of those assets. 



CITY OF ANNISTON 
NOTES TO FINANCIAL STATEMENTS 

SEPTEMBER 30,2006 

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued 

Fund Equity - Continued 

Restricted net assets - Consists of net assets with constraints placed on the use 
either by (I) external groups such as creditors, grantors, contributors, or laws or 
regulation of other governments; or (2) the City's own laws through its enabling 
legislation and other provisions of its laws and regulations. 

Unrestricted net assets - All other net assets that do not meet the definition of 
"restricted" or "invested in capital assets, net of related debt." 

NOTE B - RECONCILIATION OF GOVERNMENT-WIDE AND FUND 
FINANCIAL STATEMENTS 

Governmental Fund Balance Sheet and Government-wide Statement of Net 
Assets 

The governmental fund balance sheet includes a reconciliation between fund balance - 
total governmental funds and net assets - governmental activities as reported in the 
government-wide statement of net assets. 

Governmental Fund Statement of Revenues, Expenditures, and Changes in Fund 
Balances and the Government-wide Statement of Activities 

The governmental fund statement of revenues, expenditures, and changes in fund 
balances includes a reconciliation between net changes in fund balances - total 
governmental funds and changes in net assets of governmental activities as reported in 
the government-wide statement of activities. 

NOTE C - STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY 

Budgetary Accounting 

The annual budget for the City is adopted on a basis consistent with generally accepted 
accounting principles. The fiscal year is a twelve-month period beginning October 1. 
The annual budget includes all general revenues and expenditures. The City adopted 
the annual budget for the year ending September 30,2006; however, throughout the 
year, the Council amends the budget as needed. The budgeted amounts in this report 
are as originally budgeted as of September 30, 2006. 



CITY OF ANNISTON 
NOTES TO FINANCIAL STATEMENTS 

SEPTEMBER 30,2006 

NOTE C - STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY - Continued 

Budgetary Accounting - Continued 

The City follows these procedures in establishing the budgetary data presented in the 
accompanying financial statements: 

Prior to October 1, the City Manager submits to the City Council proposed 
operating budgets for the fiscal year commencing October 1. 
Public hearings are conducted at City Hall to obtain taxpayer comments. 
Prior to October 1, the budget is legally enacted through the passage of a 
resolution. 
The City Manager is authorized to transfer budgeted amounts within departments 
of any fund; however, any revisions to the total expenditures of any fund or 
department must be approved by the City Council. 
Formal budgetary integration is employed as a management control device 
during the year for all governmental funds. 
All unencumbered appropriations lapse automatically at September 30. 
State law prohibits any municipality from making expenditures in excess of 
budgeted amounts unless the actual revenue is more than the budgeted 
amounts. 
Budgets for all funds are prepared in accordance with the modified accrual basis 
for accounting. 

The General Fund Schedule of Revenues and Expenditures-Budget to Actual present a 
comparison of budgetary data to actual results of operations for which annual operating 
budgets are legally adopted. These funds utilize the same basis of accounting for both 
budgetary purposes and actual results. At the end of each fiscal year, unexpended and 
unencumbered appropriations are closed into the fund balance accounts. At the start of 
the next fiscal year all encumbrances outstanding at year end are reappropriated in the 
new budget and therefore reestablished. Capital Project Funds are budgeted over the 
life of the project and adjusted as necessary and are not on an annual basis; therefore, 
budgetary data for these funds have not been presented in the accompanying combined 
financial statement. 



CITY OF ANNISTON 
NOTES TO FINANCIAL STATEMENTS 

SEPTEMBER 30,2006 

NOTE D - CASH AND INVESTMENTS 

The City is restricted by State statute to investments in U.S. Government Treasury and 
Agency securities, certificates of deposit and money market accounts, repurchase 
agreements and reverse repurchase agreements, banker's acceptances and 
commercial paper. Each of the banks holding the City's deposits, as well as those of 
the Component Units, is a certified participant in the SAFE program. Through the SAFE 
program, all public funds are protected through a collateral pool administered by the 
Alabama State Treasury. 

The City's primary government deposits, including certificates of deposit were fully 
insured or collateralized at September 30,2006. At year-end, the carrying amount of 
the City's demand deposit accounts were $13,844,502. Cash deposits and savings 
held at local banks are insured by the FDIC or collateralized by assets administered by 
the state treasurer's office in accordance with the "SAFE" program. 

The cash deposits held at financial institutions can be categorized according to three 
levels of risk. These three levels are as follows: 

Category I - Deposits which are insured or collateralized with securities held 
by the City or by its agent in the City's name. 

Category 2 - Deposits which are collateralized with securities held 
by the pledging financial institution's trust department 
or agent in the City's name. 

Category 3 - Deposits which are not collateralized or insured. 

Based on the three levels of risk, the City's cash deposits are classified as Category 1 
deposits. 

Investments consist of certificates of deposits and U.S. Treasury Notes totaling 
$6,337,642. All investments are considered current assets; they all mature one year or 
less. 



CITY OF ANNISTON 
NOTES TO FINANCIAL STATEMENTS 

SEPTEMBER 30,2006 

NOTE E - RECEIVABLES 

Accounts Receivable 

Accounts receivable consists of amounts due from individuals and outside agencies. 
The balance at September 30,2006 was $728,708. The allowance for doubtful 
accounts is $0. 

Due From Other Governments 

Due from other governments at September 30, 2006 was $2,130,782 and consists of 
taxes and grants due to the City from other governmental entities. 

Outstanding Warrants, Municipal Court 

Outstanding warrants recorded in the court clerk's office have not been recorded in the 
books of the City. The warrants consist of all outstanding payments due the court from 
individuals. The amount of collectible warrants is undeterminable at this time. Total 
outstanding warrants at September 30, 2006 was $656,384. 

Property Tax 

Property taxes are levied as of October 1 of each year on property assessed the 
preceding October 1. The taxes are due on October I and become delinquent on the 
lien date of January 1. Billings are mailed out on October 1 of each year. Property 
taxes are received monthly from Calhoun County. Taxes that are not both available and 
measurable are not accrued. These include property taxes, business licenses and 
franchise taxes. 



CITY OF ANNISTON 
NOTES TO FINANCIAL STATEMENTS 

SEPTEMBER 30,2006 

NOTE F - CAPITAL ASSETS 

Governmental Activities 

The following is a summary of changes in capital assets for the year ended September 
30, 2006: 

Balance at Balance at 
Capital Assets 9130105 Additions Deletions 9130106 

Land $ 6,549,278 $ 93,440 $ - $ 6,642,718 
Collections 8,210,383 64,699 - 8,275,082 
Bldgs and improvements 27,923,368 373,218 - 28,296,586 
Infrastructure 4,185,454 115,260 - 4,300,714 
Machinery and equipment 10,151,095 436,961 (221,897) 10,366.1 59 

Total 57,019,578 1,083,578 (221,897) 57,881,259 

Less: 
Accumulated Depreciation (1 8,680,729) (1,702,194) 221,897 (20,161,026) 

Capital Assets, net $ 38,338,849 $ (618,616) $ - $ 37,720,233 

Depreciation expense was charged to governmental functions as follows: 

General government 
Public protection: 

Police 
Fire 

Public works 
Recreational 

Total Depreciation Governmental Activities $ 1,702,194 



CITY OF ANNISTON 
NOTES TO FINANCIAL STATEMENTS 

SEPTEMBER 30,2006 

NOTE G - ACCOUNTS PAYABLE AND ACCRUED LIABILITIES 

Payables at September 30, 2006 consist of the following: 

2006 

Accrued salaries and benefits $ 81 4,447 
Vendors 1,617,371 
Other 358,020 

$ 2,789,838 

NOTE H - INTERFUND RECEIVABLES, PAYABLES AND TRANSFERS 

The City uses interfund receivables I payables to record interfund reimbursements that 
arise when one fund reimburses another fund for costs incurred on its behalf. The 
composition of interfund balances at September 30, 2006 is as follows: 

lnterfund Interfund 
Payables Receivables 

General Fund $ 2,668,500 $ 2,737,951 
Capital Projects Funds 1,236,106 2,482,902 
Other Governmental Funds 1,477,974 161,727 

Total Interfund Payables / Receivables $ 5,382,580 $ - 5,382,580 



CITY OF ANNISTON 
NOTES TO FINANCIAL STATEMENTS 

SEPTEMBER 30,2006 

NOTE H - INTERFUND RECEIVABLES, PAYABLES AND TRANSFERS - Continued 

The City uses interfund transfers to record the resources one fund provides another 
fund with no expectation of repayment, such as occurs with companion funds. The 
composition of interfund transfer balances at September 30, 2006 is as follows: 

Transfers - In Transfers - Out 

General Fund Transfers - 
In - Municipal court 
Out - Anniston Museum 
Out - Debt service 
Out - Public safety 
Out - Public works 
Out - PARD 
Total General Fund 

Ca~ i ta l  Proiects Funds Transfers - 
In - South Highland 
In - Roberts Drive 
In - Blue Mountain Depot 
In - Multi-modal 
In - Greenbrier Road Phase II 
In - Henry Road 
In - FEMA Buyout 
In - Quintard Traffic Signal Project 
In - West 1 0 ~  from Moore to Ferron 
In - Apron Taxiway Improvement 
Total Capital Projects Funds 

Other Governmental Funds Transfers - 
In - Drug task force fund 
In - FEMA Hazmat 
In - Bullet Proof Vest Fund 
In - Anniston Museum 
In - Debt Service 
Out - Drug task force office fund 
Out - LLEBG 2003 
Out - Municipal court revenues 

Total Interfund Transfers 



CITY OF ANNISTON 
NOTES TO FINANCIAL STATEMENTS 

SEPTEMBER 30,2006 

NOTE I - LONG-TERM DEBT 

Bonds and Warrants 

The City issued general obligation bonds for refunding of the 1994, 1994A, and the 
1996 bond issues. The bonds are direct obligations of the City, and full faith and credit 
of the City is pledged against the bonds. The bonds outstanding at September 30, 2006 
are 1998 Series General Obligation Warrants, due semi-annually at rates ranging from 
3.6% - 4.75% per annum, maturing November 15,201 3; and 2003 Series General 
Obligation Warrants due annually at rates ranging from 1.5% - 2.1 5% per annum, 
maturing March I ,  201 1. The balances at September 30, 2006 were $1,070,000 and 
$3,640,000 respectively. 

On July I, 2000, the City Council approved participation with the East Central Alabama 
Industrial Development Authority along with nine other cities and four counties. The 
Authority issued $1 5,475,000 of Special Obligation Bonds to provide infrastructure for 
the Honda plant located at Lincoln, Alabama. First Commercial Bank administers the 
bond agreement (Honda Funding Agreement). The City agreed to make annual 
payments of principal and interest on February 1 of each year beginning 2001 and 
ending 201 5 of $23 89,759 with each payment approximating $145,984. The balance at 
September 30,2006 was $1,027,943. 

The principal maturities and related interest requirements for the bonds and warrants for 
the next five fiscal years and thereafter are as follows: 

Fiscal Year Ending 
September 30, Principal Interest Total 

2007 $ 1,173,053 $ 184,167 $ 1,357,220 
2008 1,202,899 151,832 1,354,731 
2009 1,242,746 1 19,949 1,362,695 
201 0 572,592 84,520 657,112 
201 1 602,923 62,151 665,074 
Thereafter 943,730 80,339 1,024,069 

Total 



CITY OF ANNISTON 
NOTES TO FINANCIAL STATEMENTS 

SEPTEMBER 30,2006 

NOTE I - LONG-TERM DEBT - Continued 

Note Payable 

On August 26, 2003 the City took out a loan in the amount of $575,000 with Regions 
Bank for the Cane Creek Golf Course located at McClellan. The payments are due 
quarterly with each payment approximating $30,247 at a variable rate of 6.26% at 
September 30, 2006. The balance at September 30,2006 was $230,000. 

The principal maturities and related interest requirements for the note payable for the 
next five fiscal years and thereafter are as follows: 

Fiscal Year Ending 
September 30, Principal Interest Total 

Total 

Capital Leases 

The City entered into lease agreements as lessee for financing the purchase of a 
vehicle and equipment. The agreements qualify as capital leases for accounting 
purposes and, therefore, have been recorded at the present value of the future 
minimum lease payments as of the date of inception. The original costs of the vehicle 
and equipment financed under capital lease arrangements total $380,248. 

The principal maturities and related interest requirements for capital leases for the next 
five years are as follows: 

Fiscal Year Ending 
September 30, Principal Interest Total 

Total 



CITY OF ANNISTON 
NOTES TO FINANCIAL STATEMENTS 

SEPTEMBER 30,2006 

NOTE J - RETIREMENT PLANS AND OTHER EMPLOYEE BENEFITS 

The City participates in two pension plans, which cover substantially all employees. 
Both of these plans are established by state law and are administered by outside 
trustees. The Retirement Systems of Alabama's accounts are not included in the 
accompanying financial statements; however, the accounts from the police and 
fireman's pension fund are included as a fiduciary fund. 

Retirement Systems of Alabama 

City employees, who elect to be included, are covered by the Retirement Systems of 
Alabama. This plan is funded by contributions from employees and the City. Benefits 
vest after ten years of creditable service. Retirement benefits are calculated by two 
methods with the retiree receiving payment under that method that yields the highest 
monthly benefit. The methods are (1) Minimum Guaranteed, and (2) Formula, of which 
the Formula method usually produces the highest monthly benefit. Under this method, 
retirees are allowed 2.01 25% of their average final salary (best three of the last ten 
years) for each year of service. Disability retirement benefits are calculated in the same 
manner. Pre-retirement death benefits in the amount of the annual salary for the fiscal 
year preceding death are provided to members of the plan. 

The Employees' Retirement Systems was established as of October I, 1945 under the 
provisions of Act 515, Acts of Alabama 1945, for the purpose of providing retirement 
allowances and other specified benefits for state employees, state police and on an 
elective basis to all cities, counties, towns and quasi-public organizations. The 
responsibility for general administration and operation of the Employees' Retirement 
Systems is vested in the City of Anniston, Alabama. Benefit provisions are established 
by the Code of Alabama 1975, Sections 36-27-1 through 36-27-1 03, as amended, 
Sections 36-27-1 20 through 36-27-1 39, as amended, and Sections 3627B-1 through 
36-278-6. Authority to amend the plan rests with the Legislature of Alabama. However, 
the Legislature has granted the Employees' Retirement System Board authority to 
accept or reject various Cost-Of-Living Adjustments (COLAS) granted to retirees. 



CITY OF ANNISTON 
NOTES TO FINANCIAL STATEMENTS 

SEPTEMBER 30,2006 

NOTE J - RETIREMENT PLANS AND OTHER EMPLOYEE BENEFITS - Continued 

Retirement Systems of Alabama - Continued 

The Retirement Systems of Alabama issues a publicly available financial report that 
includes financial statements and required supplementary information for the 
Employees' Retirement Systems of Alabama. 

Below is a chart summarizing the payroll, employer's contributions and employees' 
contributions for the year ended September 30, 2006. All contributions have been 
made. 

Total payroll contributions $ 788,988 
Employer's contribution $ 448,068 
Employee's contribution $ 340,920 

The following schedule is based on the actuarial valuation as of September 30, 2005 
(most recent information available) as provided by the Employees' Retirement System 
of Alabama: 

Summarv of Employee Census Data 

Number of active members: 
Annual compensation: 

Number of retired members and beneficiaries: 
Annual retirement allowances*: 

Includes all COLAS elected U~rough 9130106 

Required Emplover Contribution Rates 

Normal cost 
Accrued liability 
Pre-retirement death benefit 
Administrative expense 
Total 

5% Employer contribution factor (6.57%/5%) 
6% Employer contribution factor (6.57%/6%) 



CITY OF ANNISTON 
NOTES TO FINANCIAL STATEMENTS 

SEPTEMBER 30,2006 

NOTE J - RETIREMENT PLANS AND OTHER EMPLOYEE BENEFITS - Continued 

Retirement Systems of Alabama - Continued 

Trend Information 
Annual Percentage of 

Fiscal Year Pension Cost APC Net Pension 
Ending (APC) Contributed Obligation (NPO) 

Schedule of Fundina Proaress 

Actuarial 
Accrued 
Liability UAAL as 

Actuarial (AAL) Unfunded Funded Covered Percentage of 
Actuarial Value of Entry Age AAL (UAAL) Ratio Payroll Covered Payroll 

Valuation Date Assets (a) (b)' (b-a) (alb) (c ) ( (b-a) I c) 

1. Reflects liability for cost of living benefits increase granted on or after October 1, 1978. 
2. Reflects changes in actuarial assumptions (as of September 30,2001). Also reflects effect of DROP if unit 

elected to enmll. 
3. Reflects effect of DROP if unit elected to enroll prior to June 20, 2003. 
4. Reflects effect of DROP if unit elected to enroll prior to May 18, 2004. 
5. Reflects effect of DROP if unit elected to enroll prior to August 4,2005. 

The valuation was prepared using the entry age normal actuarial cost method. An 
interest rate and projected salary increases of 4.61 -7.75% were used for all purposes, 
together with other actuarial assumptions based on the experience of the system. 
Since the previous valuation, there have been no amendments to the system affecting 
the valuation. 



C l N  OF ANNISTON 
NOTES TO FINANCIAL STATEMENTS 

SEPTEMBER 30,2006 

NOTE J - RETIREMENT PLANS AND OTHER EMPLOYEE BENEFITS - Continued 

Retirement Systems of Alabama - Continued 

Actuarial gains and losses are reflected in the unfunded actuarial accrued liability, which 
is being amortized over a twenty-year period. The retirement plan is included in the 
financial report of the Retirement Systems of Alabama. Copies of this report may be 
obtained from the Retirement Systems of Alabama. 

Employees are also eligible to participate in the PEIRAF Deferred Compensation Plan 
of the Retirement Systems of Alabama. Employees may defer a portion of their pre-tax 
compensation into this plan and are eligible to remove the proceeds at retirement. The 
City does not contribute to this plan. 

An Annual Report may be obtained form the Retirement Systems of Alabama, P.O. Box 
3021 50, Montgomery, AL 361 30-21 50. 

Police and Firemen's Pension Fund 

The Police and Fireman's Pension Fund is funded by contributions from employees, the 
City and a tax on certain utilities revenue. The plan covers all sworn members of the 
Police and Fire Departments of the City. Retirement benefits are paid to those 
members having continuous service for twenty (20) years if employed before June 1, 
1979, and 25 continuous years of service if employed thereafter. An actuarial valuation 
of the plan is made biannually; however, contribution amounts are prescribed by state 
law and do not vary with the actuarial valuation. These contribution rates are as follows: 

The most recent actuarial valuation was performed as of September 30, 2003, and 
contains the following information: 



CITY OF ANNISTON 
NOTES TO FINANCIAL STATEMENTS 

SEPTEMBER 30,2006 

NOTE J - RETIREMENT PLANS AND OTHER EMPLOYEE BENEFITS - Continued 

Police and Firemen's Pension Fund 

Development of the Fund through September 30,2004 
Notes on Police and Fireman's Pension Fund 

Valuation Date 9/30/03 
Actuarial cost method Projected unit credit actuarial Cost Method 
Asset valuation method Market value less unrecognized returns 
Investment Rate of Return 8% 
Projected salary increases 4.5% per year 

NOTE K - RISK MANAGEMENT 

The City of Anniston is exposed to various risks of loss related to torts, theft, errors and 
omissions, job-related illnesses and injuries, and natural disasters. Risk management is 
the process of managing the City's activities to minimize the adverse effects of certain 
types of losses and to obtain finances to provide for or restore the economic damages 
of those losses. The City maintains insurance coverage with the Alabama Municipal 
Insurance Corporation. The City believes the coverage is adequate to preclude any 
significant risk exposure. The City is self-insured for employee's medical coverage for 
claims up to an expected level in aggregate. A specific stop loss agreement is in effect 
with an outside insurance company. This will cover claims exceeding $1 00,000 per 
eligible employee per year with an outside company. As of September 30, 2006, a 
liability for future claims is not recorded. The liability if any for this contingency is 
measured in accordance with Financial Accounting Standards Boards (FASB) 
Statement No. 5. Expenses are recognized when incurred and offsetting revenues are 
recorded as a reduction against the applicable expense. 

NOTE L - COMMITMENTS AND CONTINGENCIES 

Amounts received or receivable from grantor agencies are subject to audit and 
adjustment by grantor agencies. Any disallowed claims, including amounts already 
collected, may constitute a liability of the applicable funds. The amount, if any, or 
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. 



CITY OF ANNISTON 
NOTES TO FINANCIAL STATEMENTS 

SEPTEMBER 30,2006 

NOTE L - COMMITMENTS AND CONTINGENCIES - Continued 

The City is a defendant in various litigations of which legal counsel and City 
management is of the opinion that none will have a material adverse effect on the 
financial statements of the City. These actions include both asserted and unasserted 
claims. The City's legal counsel has advised that damages on any asserted claims, 
should an unfavorable judgment be reached, will be within the limits of the City's 
insurance coverage and therefore should not impact upon municipal assets. The City's 
maximum liability is estimated to be the $5,000 insurance deductible for claims. No 
accrual has been included in these financial statements for this matter. 



REQUIRED SUPPLEMENTARY INFORMA TION 



CITY OF ANNISTON 
SCHEDULE OF REVENUES AND EXPENDITURES 

GENERAL FUND BUDGET AND ACTUAL 
FOR THE YEAR ENDED SEPTEMBER 30,2006 

Variance 
Favorable 

(Unfavorable) 
Original 
Budget 

Final 
Budget Actual 

REVENUES 
Taxes: 

Sales and use 
General property taxes 
Beverage taxes 
Anniston Housing Authority 
Water utility fees 
Cigarette and tobacco 
Gasoline 
Bingo 
Lodging 
Rental 

Total Taxes 

Licenses and Permits: 
Business licenses 
Other licenses and penalties 

Total Licenses and Permits 

State Shared Revenues: 
ABC Board 
Financial Institution tax 
Shares tax 
Motor vehicles 

Total State Shared Revenues 

Charges for Services: 
Garbage fees 
Airport revenues 
Rental income 
Recreation Department fees 
Public works receipts 
Public safety receipts 

Total Charges for Services 

Recovery of Assets: 
Sales of equipment 
Sale of land 
Insurance claims/refunds 

Total Recovery of Assets 



Miscellaneous Revenue 

Interest Income 

Total Revenues 

EXPENDITURES 
General Govemment: 

Finance division 
General division 
City Council 
Building maintenance 

CITY OF ANNISTON 
SCHEDULE OF REVENUES AND EXPENDITURES 

GENERAL FUND BUDGET AND ACTUAL - Continued 
FOR THE YEAR ENDED SEPTEMBER 30,2006 

Variance 
Original Final Favorable 
Budget Budget Actual (Unfavorable) 

Total General Govemment 

Public Safety: 
Police 
Municipal Court 
Detention facilities 
Fire 

Total Public Safety 

Public Works: 
General 
Cemetery 
Electrical 
Engineering 
Garage 
Environmental services 
Street Department 
Airport 
Planning 

Total Public Works 

Recreational: 
Administration 
Parks. facilities, and utilities 
PARD programs 
Park maintenance 

Total Recreational 



CITY OF ANNISTON 
SCHEDULE OF REVENUES AND EXPENDITURES 

GENERAL FUND BUDGET AND ACTUAL - Continued 
FOR THE YEAR ENDED SEPTEMBER 30,2006 

Variance 
Original Final Favorable 
Budget Budget Actual (Unfavorable) 

Non-Departmental: 
Professional services 50,000 50,000 52,695 (2,695) 
Utilities 38,875 38.875 39,060 (185) 
Projects 366,632 366,632 39,906 326,726 
Workmans compensation insurance 535,000 535,000 462,472 72,528 
Employer funded health care 2,202.071 2,202,071 2,092,643 109,428 
Other insurances 479,000 479,000 469,806 9,194 
Miscellaneous 613,850 61 3.850 444,769 169,081 

Total Non-Departmental 4,285,428 4,285,428 3,601,351 684,077 

Capital Outlay 277,800 277.800 317,451 (39,651) 

Other Board and Agencies 
Anniston Calhoun County Library 
AHS Scholarship Program 
Anniston City Board of Education 
Anniston City Schools Foundation 
Berrnan Museum 
Calhoun County Health Dept 
Calhoun County Humane Society 
Calhoun County Juvenile Court 
Children's Services 
Civil Service Board 
Community Enabler Developer 
East Alabama Regional Planning 
Greater Good 
Human Resources Department 
Museum of Natural History 
CalhounlCleburne Mental Health 
Alabama Coop Extension 
Boys & Girls Clubs 
Coosa Valley Juvenile Center 
Red Cross 
Retired Senior Volunteer Program 
Salvation Army 
School Reading Initiative 
Spirit of AnnistonIMainstreet USA 

Total Board and Agencies 2.61 7,094 2,617,094 2,613,055 4,039 
- 

Total Expenditures $ 27,927,674 $ 27,929,455 $7,035,154, $ 894,301 
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REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING 
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT 
OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH 

GOVERNMENT AUDITING STANDARDS 

July 25,2007 

Honorable Mayor and City Council 
City of Anniston, Alabama 

We have audited the financial statements of the governmental activities, each major 
fund, and the aggregate remaining fund information of the City of Anniston, Alabama as 
of and for the year ended September 30,2006, which collectively comprise the City of 
Anniston, Alabama's basic financial statements and have issued our report thereon 
dated July 25,2007. We conducted our audit in accordance with accepted 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. 

Internal Control Over Financial Reportinq 

In planning and performing our audit, we considered City of Anniston, Alabama's 
intemal control over financial reporting as a basis for designing our auditing procedures 
for the purpose of expressing our opinions on the financial statements, but not for the 
purpose of expressing an opinion on the effectiveness of the City of Anniston, 
Alabama's internal control over financial reporting. Accordingly, we do not express an 
opinion on the effectiveness of the City of Anniston, Alabama's intemal control over 
financial reporting. 

Our consideration of internal control over financial reporting was for the limited purpose 
described in the preceding paragraph and would not necessarily identify all deficiencies 
in internal control over financial reporting that might be significant deficiencies or 
material weakness. However, as discussed below, we identified certain deficiencies in 
intemal control over financial reporting that we consider to be significant deficiencies. 



REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING 
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT 
OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH 

GOVERNMENT AUDITING STANDARDS - Continued 

A control deficiency exists when the design or operation of a control does not allow 
management or employees, in the normal course of performing their assigned functions, 
to prevent or detect misstatements on a timely basis. A significant deficiency is a 
control deficiency, or combination of control deficiencies, that adversely affects the City 
of Anniston, Alabama's ability to initiate, authorize, record, process, or report financial 
data reliably in accordance with generally accepted accounting principles such that 
there is more than a remote likelihood that a misstatement of the City of Anniston, 
Alabama's financial statements that is more than inconsequential will not be prevented 
or detected by the City of Anniston, Alabama's internal control. We consider the 
deficiencies described in the accompanying schedule of findings and questioned costs 
to be significant deficiencies in internal control over financial reporting (Reference 
number 2006-01 ). 

A material weakness is a significant deficiency, or combination of significant 
deficiencies, that results in more than a remote likelihood that a material misstatement 
of the financial statements will not be prevented or detected by the City of Anniston, 
Alabama's internal control. 

Our consideration of internal control over financial reporting was for the limited purpose 
described in the first paragraph of this section and would not necessarily identify all 
deficiencies in internal control that might be significant deficiencies or material 
weaknesses. However, of the significant deficiencies described above, we consider 
item 2006-01 to be a material weakness. 

Com~liance and Other Matters 

As part of obtaining reasonable assurance about whether City of Anniston, Alabama's 
financial statements are free of material misstatement, we performed tests of its 
compliance with certain provisions of laws, regulations, contracts, and grant 
agreements, noncompliance with which could have a direct and material effect on the 
determination of financial statement amounts. However, providing an opinion on 
compliance with those provisions was not an objective of our audit, and accordingly, we 
do not express such an opinion. The results of our tests disclosed instances of 
noncompliance or other matters that are required to be reported under Government 
Auditing Standards and which are described in the accompanying schedule of findings 
and questioned costs as item 2006-01. 



REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING 
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT 
OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH 

GOVERNMENT AUDITING STANDARDS - Continued 

We noted certain matters that we reported to management of the City of Anniston, 
Alabama in a separate letter dated July 25,2007. 

City of Anniston, Alabama's response to the findings identified in our audit is described 
in the accompanying schedule of findings and questioned costs. We did not audit City 
of Anniston, Alabam-a's response and, accordingIy, we express no opinion on it. 

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

Anniston, Alabama 
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REPORT ON COMPLIANCE WITH REQUIREMENTS APPLICABLE 
TO EACH MAJOR PROGRAM AND ON INTERNAL CONTROL OVER 

COMPLIANCE IN ACCORDANCE WITH OM6 CIRCULAR A433 

July 25, 2007 

Honorable Mayor and Members of the City Council 
City of Anniston, Alabama 

Compliance 

We have audited the compliance of City of Anniston, Alabama with the types of 
compliance requirements described in the U. S. Office of Management and Budget 
(OMB) Cinular A-733 Compliance Supplement that are applicable to each of its major 
federal programs for the year ended September 30,2006. City of Anniston, Alabama's 
major federal programs are identified in the summary of auditor's results section of the 
accompanying schedule of findings and questioned costs. Compliance with the 
requirements of laws, regulations, contracts, and grants applicable to each of its major 
federal programs is the responsibility of City of Anniston, Alabama's management. Our 
responsibility is to express an opinion on City of Anniston, Alabama's compliance based 
on our audit. 

We conducted our audit of compliance in accordance with auditing standards generally 
accepted in the United States of America; the standards applicable to financial audits 
contained in Government Auditing Standards, issued by the Comptroller General of the 
United States; and OMB Circular A-1 33, Audits of States, Local Governments, and Non- 
Profit Organizations. Those standards and OMB Circular A-I 33 require that we plan 
and perform the audit to obtain reasonable assurance about whether noncompliance 
with the types of compliance requirements referred to above that could have a direct 
and material effect on a major federal program occurred. An audit includes examining, 
on a test basis, evidence about City of Anniston, Alabama'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 City of Anniston, Alabama's 
compliance with those requirements. 



REPORT ON COMPLIANCE WlTH REQUIREMENTS APPLICABLE 
TO EACH MAJOR PROGRAM AND ON INTERNAL CONTROL OVER 

COMPLIANCE IN ACCORDANCE WlTH OMB CIRCULAR A-133 - Continued 

As described in item 2006-02 in the accompanying schedule of findings and questioned 
costs, City of Anniston, Alabama did not comply with requirements regarding 
suspension and debarment that are applicable to FEMA Buyout grant. Compliance with 
such requirements is necessary, in our opinion, for City of Anniston, Alabama to comply 
with requirements applicable to that program. 

In our opinion, except for the noncompliance described in the preceding paragraph, City 
of Anniston, Alabama complied, in all material respects, with the requirements referred 
to above that are applicable to each of its major federal programs for the year ended 
September 30,2006. 

Internal Control Over Compliance 

The management of City of Anniston, Alabama is responsible for establishing and 
maintaining effective internal control over compliance with the requirements of laws, 
regulations, contracts, and grants applicable to federal programs. In planning and 
performing our audit, we considered City of Anniston, Alabama's internal control over 
compliance with requirements that could have a direct and material effect on a major 
federal program in order to determine our auditing procedures for the purpose of 
expressing our opinion on compliance and to test and report on the internal control over 
compliance in accordance with OMB Circular A-I 33. 

We noted certain matters involving the internal control over compliance and its 
operation that we consider to be reportable conditions. Reportable conditions involve 
matters coming to our attention relating to significant deficiencies in the design or 
operation of the internal control over compliance that, in our judgment, could adversely 
affect City of Anniston, Alabama's ability to administer a major federal program in 
accordance with the applicable requirements of laws, regulations, contracts, and grants. 
Reportable conditions are described in the accompanying schedule of findings and 
questioned costs as item 2006-02. 

A material weakness is a reportable condition in which the design or operation of one or 
more of the internal control components does not reduce to a relatively low level the risk 
that noncompliance with applicable requirements of laws, regulations, contracts, and 
grants caused by error or fraud that would be material in relation to a major federal 
program being audited may occur and not be detected within a timely period by 
employees in the normal course of performing their assigned functions. 



REPORT ON COMPLIANCE WlTH REQUIREMENTS APPLICABLE 
TO EACH MAJOR PROGRAM AND ON INTERNAL CONTROL OVER 

COMPLIANCE IN ACCORDANCE WlTH OMB CIRCULAR A-133 - Continued 

Our consideration of the internal control over compliance would not necessarily disclose 
all reportable conditions that are also considered to be material weaknesses. However, 
we believe that none of the reportable conditions described above is a material 
weaknesses. 

This report is intended solely for the information and use of the audit committee, 
management, City Council, and federal awarding agencies and pass-throug h entities 
and is not intended to be and should not be used by anyone other than these specified 
parties. 

Anniston, Alabama 



CITY OF ANNISTON 
SCHEDULE OF FINDINGS AND QUESTIONED COSTS 

SEPTEMBER 30,2006 

SUMMARY OF AUDITORS' RESULTS 

Financial Statements 

The auditors' report expresses an unqualified opinion on the financial 
statements of the City of Anniston. 
There is a significant deficiency that is a material weakness reported in the 
Report on Internal Control over Financial Reporting and on Compliance and 
Other Matters Based on an Audit of Financial Statements Performed in 
Accordance with Government Auditing Standards. 

Federal Awards 

The auditors' report on compliance for the major federal award programs for 
City of Anniston expresses a qualified opinion on FEMA General Operating 
Support (FEMA Buyout grant). 
The threshold used for distinguishing between Type A and B programs was 
$300,000. 
City of Anniston did not qualify as a low-risk auditee. 

Identification of major programs: 

CFDA Number Name of Federal Proqram 

Community Development Block Grant 
FEMA General Operating Support 



CITY OF ANNISTON 
SCHEDULE OF FINDINGS AND QUESTIONED COSTS - Continued 

SEPTEMBER 30,2006 

FINANCIAL STATEMENT FINDINGS 

2006-01 - Revolving Loans Requirements 

Condition: Two loans did not meet mandated City Council resolutions. 

Findings: During the audit, it was determined two loans exceeded the limits 
set by City Council resolution, and one of the two loans did not have terms of 
repayment. 

1. Two loans in the aggregate exceeded $35,000 limit set by City Council. 
2. One of the aforementioned loans did not have repayment terms 

specified. 

Effect: Limits exceeded allowable loan amounts. One of the loans has not 
received payments and is not considered in default because repayment terms 
were not set. 

Recommendations: We recommend that the Board adhere to the 
requirements mandated by Council resolution. 

Response: During the fiscal year 2006, the City Council engaged the City 
Attorney to review the process by which loans are initiated, approved and 
collected. Recommendations on minor changes are forthcoming to the 
Revolving Loan Board on the processes to ensure the intent of the Council 
regarding this program. 

FEDERAL AWARDS FINDINGS AND QUESTIONED COSTS 

2006-02 - FEMA Buyout Grant 

Condition: The City relied upon an outside agency to administer a federal 
grant and insure that compliance requirements were being met. 

Finding: The grant administrator for the outside agency was not aware of the 
suspension and debarment requirements for the FEMA Buyout grant. 

Effect: The grant monies were distributed without the required review of the 
excluded parties listing for suspension and debarment. 



CITY OF ANNISTON 
SCHEDULE OF FINDINGS AND QUESTIONED COSTS - Continued 

SEPTEMBER 30,2006 

FEDERAL AWARDS FINDINGS AND QUESTIONED COSTS 

Recommendations: We recommend that the City verify that outside agencies 
used for grant administration are aware of all compliance requirements as set 
forth by grant agreements. 

Response: Through the contractual process with any outside agency 
administering federal awards, the City will ensure the agency attests that they 
are aware of all federal regulations, including the suspension and debarment 
requirements associated now with most federal awards. Additionally, 
employees within the City that are associated with federal grant compliance 
have been notied of the process to check for suspension and debarment and 
awareness heightened in general to federal award compliance. 



SUPPLEMENTARY INFORMA TION 



CITY OF ANNISTON 
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS 

SEPTEMBER 30,2006 

Federal 
CFDA 

Number Expenditures 
Federal Emerqencv Manaqement Aaency 
Direct program 

General Operating Support 
Total Federal Emergency Management Agency 

U.S. De~artment of Health and Human Services 
Indirect program passed through East Alabama Regional Planning and Dev. Comm. 

Grants for Supportive Services and Senior Citizens 93.044 24.358 
Total Department of Health and Human Services 24,358 

U.S. Department of Housins and Urban Development 
Direct program 

Community Development Block Grants 
Total Department of Housing and Urban Development 

Institute of Museum and Libraw Services 
Direct program 

General Operating Support 
Total Institute of Museum and Library Services 

U.S. Department of Justice 
Direct program 

Edward Byme Justice Assistance Grant 
Total Department of Justice 

U.S. Department of Justice 
Indirect program passed U~rough Alabama Dept of Economic and Community Affairs 

Drug Control and System Improvement Formula Grant 16.579 160.000 
Total Department of Justice 160.000 

U.S. De~artment of Trans~ortatioh 
lndirect program passed through Alabama Department of Transportation 

West 10th - Moore to Ferron 
Roberts Drive 
Greenbrier and Wilmer Avenue 
Apron Taxiway Improvement 
Multi-Modal Facility 
Blue Mountain Depot Restoration 

Total Social Security Administration 

Total Federal Financial Assistance 

See notes to schedule of expenditures of federal awards. 49 



CITY OF ANNISTON 
NOTES TO THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS 

SEPTEMBER 30,2006 

NOTE A - BASIS OF PRESENTATION 

The accompanying schedule of expenditures of federal awards includes the federal 
grant activity of the Board and is presented on the accrual basis of accounting. The 
information in this schedule is presented in accordance with the requirements of OMB 
Circular A-1 33, Audits of States, Local Governments, and Non-Profit Organizations. 
Therefore, some amounts may differ from amounts presented in or used in the 
preparation of the financial statements. 

This is the same method used to prepare the financial statements for the City of 
Anniston. 



Cash 
Investments 
Receivables 
Due from other funds 
Due from other governments 

Total Assets 

CITY OF ANNISTON 
COMBINING BALANCE SHEETS - CAPITAL PROJECTS FUNDS 

SEPTEMBER 30,2006 

Bill South Blue Multi- 
Robison Highland Roberts Mountain Modal 
Parkway Improvements Drive Depot Project 

ASSETS 

LIABILITIES AND FUND BALANCES 
Accounts payable and accrued liabilities 
Due to other funds 
Deferred revenue 

Total Liabilities 

Fund balances 
Reserved for future projects 

Total Liabilities and Fund Balances 



Cash 
Investments 
Receivables 
Due from other funds 
Due from other governments 

Total Assets 

CITY OF ANNISTON 
COMBINING BALANCE SHEETS - CAPITAL PROJECTS FUNDS - Continued 

SEPTEMBER 30,2006 

Youth Green brier Cane 
Sports Road Creek Henry FEMA 

Complex Phase ll Subdivision Road Buyout 
ASSETS 

LIABILITIES AND FUND BALANCES 
Accounts payable and accrued liabilities 
Due to other funds 
Deferred revenue 

Total Liabilities 

Fund balances 
Resewed for future projects 

Total Liabilities and Fund Balances 



Cash 
Investments 
Receivables 
Due from other funds 
Due from other governments 

Total Assets 

CITY OF ANNISTON 
COMBlNING BALANCE SHEETS - CAPITAL PROJECTS FUNDS - Continued 

SEPTEMBER 30,2006 

Quintard West Apron Total 
Traffic 10th Street Taxiway Capital 
Signal Moore to Ferron Improvement Projects 

ASSETS 

LIABILITIES AND FUND BALANCES 
Accounts payable and accrued liabilities 
Due to other funds 
Deferred revenue 

Total Liabilities 

Fund balances 
Reserved for future projects 

Total Liabilities and Fund Balances 



CITY OF ANNISTON 
COMBINING SCHEDULE OF REVENUES, EXPENDITURES 

AND CHANGES IN FUND BALANCES - CAPITAL PROJECTS FUNDS 
SEPTEMBER 30,2006 

Bill South Blue Multi- 
Robison Highland Roberts Mountain Modal 
Parkway Improvements Drive Depot Project 

REVENUES 

Intergovernmental Revenues: 
Federal and state grants 
State taxes 

Other Operating Revenues: 
Fees, fines, and charges for services 
Interest 
Other 

Total Revenues 

General 
Public safety 
Public works 
Projects 

Total Expenditures 

Excess (Deficiency) of Revenues over Expenditures 

Other Financing Sources (Uses) 
Transfers in (out) 

Excess (Deficiency) of Revenues over 
Expenditures and other Financing Sources (Uses) 

Fund Balance, Beginning of Year 

Fund Balance, End of Year 



CITY OF ANNISTON 
COMBINING SCHEDULE OF REVENUES, EXPENDITURES 

AND CHANGES IN FUND BALANCES - CAPITAL PROJECTS FUNDS - Continued 
SEPTEMBER 30,2006 

Youth Greenbrier Cane 
Sports Road Creek Henry FEMA 

Complex Phase ll Subdivision Road Buyout 
REVENUES 

Intergovernmental Revenues: 
Federal and state grants 
State taxes 

Other Operating Revenues: 
Fees, fines, and charges for services 
Interest 
Other 

Total Revenues 

EXPENDITURES 
General 
Public safety 
Public works 
Projects 

Total Expenditures 

Excess (Deficiency) of Revenues over Expenditures 

Other Financing Sources (Uses) 
Transfers in (out) 

Excess (Deficiency) of Revenues over 
Expenditures and other Financing Sources (Uses) 

Fund Balance, Beginning of Year 

Fund Balance, End of Year 



crry OF ANNISTON 
COMBINING SCHEDULE OF REVENUES, EXPENDITURES 

AND CHANGES IN FUND BALANCES - CAPITAL PROJECTS FUNDS - Continued 
SEPTEMBER 30,2006 

Quintard West Apron Total 
Traffic 10th Street Taxiway Capital 
Signal Moore to Ferron Improvement Projects 

REVENUES 

Intergovernmental Revenues: 
Federal and state grants 
State taxes 

Other Operating Revenues: 
Fees, fines, and charges for services 
Interest 
Other 

Total Revenues 

EXPENDITURES 
General 
Public safety 
Public works 
Projects 

Total Expenditures 

Excess (Deficiency) of Revenues over Expenditures 

Other Financing Sources (Uses) 
Transfers in (out) 

Excess (Deficiency) of Revenues over 
Expenditures and other Financing Sources (Uses) 

Fund Balance, Beginning of Year 

Fund Balance, End of Year 



Cash 
Investments 
Receivables net 
Prepaid expenses 
Due from other governments 
Due from other funds 
Other assets 

Total Assets 

ASSETS 

LJABILITIES 
Accounts payable and accrued liabilities 
Due to other funds 
Deferred revenue 
Accrued sick leave 

Total Liabilities 

FUND BALANCES 
Reserved for: 

Special revenue funds 
Future projects 

Unreserved, reported in: 
Debt service funds 
Anniston Museum fund 

Total Fund Balances 

Total Liabilities and Fund Balances 

ClTV OF ANNISTON 
NONMAJOR GOVERNMENTAL FUNDS 

COMBINING BALANCE SHEETS - by fund types 
SEPTEMBER 30,2006 

Special Debt Community Other Total Other 
Revenue Service Development Nonmajor Governmental 

Funds Fund Fund Funds Funds 



Revenues 
Federal and state grants 
State taxes 
Fees, fines, and charges for services 
Interest 
Other revenues 

Expenditures 
General government 
Public safety 
Public works 
Other 
Debt service 

CITY OF ANNISTON 
NONMAJOR GOVERNMENTAL FUNDS 

COMBINING SCHEDULE OF REVENUES, EXPENDITURES 
AND CHANGES IN FUND BALANCES - by fund types 

FOR THE YEAR ENDED SEPTEMBER 30,2006 

Special Debt Community Other Total Other 

Revenue Service Oeveloprnent Nonmajor Governmental 
Funds Fund Fund Funds Funds 

Excess (Deficiency) of Revenues over Expenditures 

Other Financing Sources 
Transfers in (out) 

Excess (Deficiency) of Revenues over 
Expenditures and other Financing Sources (Uses) 

Fund Balance Beginning of Year 

Fund Balance End of Year 



Cash 
Investments 
Prepaid expenses 
Due from other funds 
Due from other governments 

Total Assets 

CITY OF ANNISTON 
COMBINING BALANCE SHEETS - SPECIAL REVENUES FUNDS 

SEPTEMBER 30,2006 

ASSETS 

LIABILITIES AND FUND BALANCES 
Accounts payable and accrued liabilities 
Due to other funds 
Deferred revenue 

Total Liabilities 

Fund balances 
Reserved for future projects 

Total Liabilities and Fund Balances 

Gasoline 
Tax Fund 

Fire Alabama 
7 Cent District Trust Brownfield 

Gas Tax Tax Fund Fund Project 



Cash 
Investments 
Prepaid expenses 
Due from other funds 
Due from other governments 

Total Assets 

CITY OF ANNISTON 
COMBINING BALANCE SHEETS - SPECIAL REVENUES FUNDS - Continued 

SEPTEMBER 30,2006 

Federal Drug Task Drug Task Bulletproof 
Seized Assets Force Force Office FEMA Vest 

Fund Fund Fund Hazmat Fund 
ASSETS 

LIABILITIES AND FUND BALANCES 
Accounts payable and accrued liabilities 
Due to other funds 
Deferred revenue 

Total Liabilities 

Fund balances 
Reserved for future projects 

Total Liabilities and Fund Balances 



Cash 
Investments 
Prepaid expenses 
Due from other funds 
Due from other governments 

Total Assets 

CITY OF ANNISTON 
COMBINING BALANCE SHEETS - SPECIAL REVENUES FUNDS - Continued 

SEPTEMBER 30,2006 

Bryne Total 
LLEBG Justice Special 

2003 Grant Revenues 
ASSETS 

LIABILITIES AND FUND BALANCES 
Accounts payable and accrued liabilities 
Due to other funds 
Deferred revenue 

Total Liabilities 

Fund balances 
Reserved for future projects 

Total Liabilities and Fund Balances 



ClTY OF ANNISTON 
COMBINING SCHEDULE OF REVENUES, EXPENDITURES 

AND CHANGES IN FUND BALANCES -SPECIAL REVENUES FUNDS 
SEPTEMBER 30,2006 

Fire Alabama 
Gasoline 7 Cent Gas District Trust Brownfield 
Tax Fund Tax Fund Tax Fund Fund Project 

REVENUES 

Intergovernmental Revenues: 
Federal and state grants 
State taxes 

Other Operating Revenues: 
Fees, fines, and charges for services 
l nterest 
Other 

Total Revenues 

EXPENDITURES 
General 
Public safety 
Public works 
Projects 

Total Expenditures 

Excess (Deficiency) of Revenues over Expenditures 

Other Financing Sources (Uses) 
Transfers in (out) 

Excess (Deficiency) of Revenues over 
Expenditures and other Financing Sources (Uses) 

Fund Balance, Beginning of Year 

Fund Balance, End of Year 



CITY OF ANNISTON 
COMBINING SCHEDULE OF REVENUES, EXPENDITURES 

AND CHANGES IN FUND BALANCES - SPEClAl REVENUES FUNDS - Continued 
SEPTEMBER 30,2006 

Federal Drug Task Drug Task Bulletproof 
Seized Assets Force Force Office FEMA Vest 

Fund Fund Fund Hazmat Fund 
REVENUES 

Intergovernmental Revenues: 
Federal and state grants 
State taxes 

Other Operating Revenues: 
Fees. fines, and charges for services 
Interest 
Other 

Total Revenues 

EXPENDITURES 
General 
Public safety 
Public works 
Projects 

Total Expenditures 

Excess (Deficiency) of Revenues over Expenditures 

Other Financing Sources (Uses) 
Transfers in (out) 

Excess (Deficiency) of Revenues over 
Expenditures and other Financing Sources (Uses) 

Fund Balance, Beginning of Year 

Fund Balance, End of Year 



CITY OF ANNISTON 
COMBINING SCHEDULEOF REVENUES, EXPENDITURES 

AND CHANGES IN FUND BALANCES - SPECIAL REVENUES FUNDS - Continued 
SEPTEMBER 30,2006 

B yrne Total 
LLEBG Justice Special 
2003 Grant Revenues 

REVENUES 

Intergovernmental Revenues: 
Federal and state grants 
State taxes 

Other Operating Revenues: 
Fees, fines, and charges for services 
Interest 
Other 

Total Revenues 

EXPENDITURES 
General 
Public safety 
Public works 
Projects 

Total Expenditures 

Excess (Deficiency) of Revenues over Expenditures 

Other Financing Sources (Uses) 
Transfers in (out) 

Excess (Deficiency) of Revenues over 
Expenditures and other Financing Sources (Uses) 

Fund Balance, Beginning of Year 

Fund Balance, End of Year 



CITY OF ANNISTON 
BALANCE SHEET - DEBT SERVICE FUND 

SEPTEMBER 30,2006 

ASSETS 

Cash 
Receivables net 
Due from other funds 
Other assets 

Total Assets 

FUND BALANCES 

Reserved for debt service funds 

Total Liabilities and Fund Balance 

LlABl LITIES 

Accounts payable and accrued liabilities 



CITY OF ANNISTON 
SCHEDULE OF REVENUES, EXPENDITURES 

AND CHANGES IN FUND BALANCE - DEBT SERVICE FUND 
SEPTEMBER 30,2006 

Revenues 
Taxes 
lnterest 
Proceeds from new debt 

Expenditures 
Principal retirement 
lnterest charges and transfer fees 
Miscellaneous 

Excess (deficiency) of revenue 
over expenditures 

Other financing sources (uses) 
Transfers in (out) 

Excess (deficit) of revenue and other sources 
over expenditures and other uses 

Fund Balance, Beginning of Year 

Fund Balance, End of Year 



CITY OF ANNISTON 
BALANCE SHEET - COMMUNITY DEVELOPMENT FUND 

SEPTEMBER 30,2006 

ASSETS 

Cash 
Investments 
Receivables, net 
Due from other governments 
Other assets 

Total Assets 

LIABILITIES 

Accounts payable and accrued liabilities 
Due to other funds 
Deffered revenue 

FUND BALANCES 

Reserved for future projects 
Unrestricted 

Total Liabilities and Fund Balance 



CITY OF ANNISTON 
SCHEDULE OF REVENUES, EXPENDITURES, AND 

CHANGES IN FUND BALANCE - COMMUNITY DEVELOPMENT FUND 
SEPTEMBER 30,2006 

Revenues 
Charges for services 
Operating grants and contributions 
Capital grants and contributions 
Interest income 
Other revenues 

Expenditures 
General 
Public safety 
Public works 
Other 

Excess (deficiency) of revenue 
over expenditures 

Other financing sources (uses) 
Transfers in (out) 

Excess (deficit) of revenue and other sources 
over expenditures and other uses 

Fund Balance, Beginning of Year 

Fund Balance, End of Year 



Cash 
Investments 
Receivables 
Other assets 
Due from other funds 
Due from other governments 

Total Assets 

CITY OF ANNISTON 
COMBINING BALANCE SHEETS - OTHER NONMAJOR FUNDS 

SEPTEMBER 30,2006 

Cemetery Ambulance Cane Municipal 
Trust Corrections Service Creek Court 
Fund Fund Fund Restaurant Revenue 

ASSETS 

LIABILITIES AND FUND BALANCES 
Accounts payable and accrued liabilities 
Due to other funds 
Deferred revenue 

Total Liabilities 

Fund balances 
Resewe for future projects 

Total Liabilities and Fund Balances 



CITY OF ANNISTON 
COMBINING BALANCE SHEETS - OTHER NONMAJOR FUNDS - Continued 

SEPTEMBER 30,2006 
Total 

Anniston Anniston Other 
Revolving Museum Nonrnajor 
Loan Fund Fund Funds 

ASSETS 
Cash 
Investments 
Receivables 
Other assets 
Due from other funds 
Due from other governments 

Total Assets 

LIABILITIES AND FUND BALANCES 
Accounts payable and accrued liabilities 
Due to other funds 
Deferred revenue 

Total Liabilities 

Fund balances 
Reserve for future projects 

Total Liabilities and Fund Balances 



CITY OF ANNISTON 
COMBINING SCHEDULE OF REVENUES, EXPENDITURES 

AND CHANGES IN FUND BALANCES - OTHER NONMAJOR FUNDS 
SEPTEMBER 30,2006 

Cemetery Ambulance Cane Municipal 
Trust Corrections Service Creek Court 
Fund Fund Fund Restaurant Revenue 

REVENUES 

Intergovernmental Revenues: 
Federal and state grants 
State taxes 

Other Operating Revenues: 
Fees, fines, and charges for services 
Interest 
Other 

Total Revenues 

EXPENDITURES 
General 
Public safety 
Public works 
Projects 

Total Expenditures 

Excess (Deficiency) of Revenues over Expenditures 

Other Financing Sources (Uses) 
Transfers in (out) 

Excess (Deficiency) of Revenues over 
Expenditures and other Financing Sources (Uses) 

Fund Balance, Beginning of Year 

Fund Balance, End of Year 



CITY OF ANNISTON 
COMBINING SCHEDULE OF REVENUES, EXPENDITURES 

AND CHANGES IN FUND BALANCES - OTHER NONMAJOR FUNDS - Continued 
SEPTEMBER 30,2006 

Anniston Anniston Total Other 
Revolving Museum Nonmajor 
Loan Fund Fund Funds 

REVENUES 

Intergovernmental Revenues: 
Federal and state grants 
State taxes 

Other Operating Revenues: 
Fees, fines, and charges for services 
Interest 
Other 

Total Revenues 

EXPENDITURES 
General 
Public safety 
Public works 
Projects 

Total Expenditures 

Excess (Deficiency) of Revenues over Expenditures 

Other Financing Sources (Uses) 
Transfers in (out) 

Excess (Deficiency) of Revenues over 
Expenditures and other Financing Sources (Uses) 

Fund Balance, Beginning of Year 

Fund Balance, End of Year 


