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CERTIFIED PUBLIC ACCOUNTANTS, LLC

INDEPENDENT AUDITOR'S REPORT

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

We have audited the accompanying financial statements of the governmental activities, the aggregate
discretely presented component units, each major fund, and the aggregate remaining fund information of City of
Anniston, Alabama (the “City”), as of and for the year ended September 30, 2009, 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 opinions on these financial statements
based on our audit. We did not audit the financial statements of the Anniston City School Board, the Public
Library of Anniston/Calhoun County, and the Farley L. Berman Foundation Inc., which represents 97% and 98%
respectively, of the assets and revenue of the aggregate discretely presented component units. We did not audit
the financial statements of the Policemen’s and Firemen’s Retirement Fund, which represents 100% and 100%
respectively, of the fiduciary funds. Those financial statements were audited by other auditors whose reports
thereon has been furnished to us, and our opinion, insofar as it relates to the amounts included for these entities, is
based on the reports of the other auditors.

Except as discussed in the following paragraph, 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 the significant estimates made by management, as well as evaluating the overall financial
statement presentation. We believe that our audit and the report of other auditors provides a reasonable basis for
our opinions.

The financial statements of the Anniston Industrial Development Board, Anniston City Schools
Foundation and Spirit of Anniston have not been audited, and we were not engaged to audit these entities
financial statements as part of our audit of the City’s basic financial statements. Anniston Industrial Development
Board’s, Anniston City Schools Foundation’s and Spirit of Anniston’s are included in the City’s basic financial
statements as discretely presented component units and represent 3% and 2% of the assets and revenues,
respectively, of the City’s aggregate discretely presented component units.

200 GALLERIA PARKWAY 5.E., SUITE 1700 « ATLANTA, GA 30339-5946 « 770-955-8600 « 800-277-0080 * FAX 770-980-4489 « www.mjcpa.com
Members of The American Institute of Certified Public Accountants * RSM International



In our opinion, based on our audit and the report of other auditors,except for the effects of such
adjustments, if any, as might have been determined to be necessary had Anniston Industrial Development
Board’s, Anniston City Schools Foundation’s and Spirit of Anniston’s financial statements been audited, the
financial statements referred to previously present fairly, in all material respects, the financial position of the
aggregate discretely presented component units for the City of Anniston, Alabama, as of September 30, 2009, and
the changes in financial position thereof for the year then ended in conformity with accounting principles
generally accepted in the United States of America.

In addition, in our opinion, based on our audit and the report of other auditors, the financial statements
referred to previously present fairly, in all material respects, the respective financial position of the governmental
activities, each major fund, and the aggregate remaining fund information for the City of Anniston, Alabama, as
of September 30, 2009, and the respective changes in financial position thereof and the respective budgetary
comparisons for the General Fund, the Fire District Tax Fund, the Cemetery Fund, the Corrections Fund, the Drug
Task Force Office Fund, and the JAG Recovery Act Grant Fund for the year then ended in conformity with
accounting principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated September 13,
2010, on our consideration of the City’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 internal control over financial reporting or on
compliance. That report is an integral part of an audit performed in accordance with Government Auditing
Standards and should be considered in assessing the results of our audit.

The management’s discussion and analysis and the Schedule of Funding Progress (on page 3 through 12
and page 57, respectively) 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 required 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’s basic financial statements. The introductory section and combining fund financial statements,
as listed in the accompanying table of contents, are presented for purposes of additional analysis and are not a
required part of the basic financial statements. The combining fund financial statements have been subjected to
the auditing procedures applied, by us and the other auditors, in the audit of the basic financial statements and, in
our opinion, based on our audit and the report of other auditors, 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.

M@ Qi & &Aﬁm L

Atlanta, Georgia
September 13, 2010



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, 2009, as well as analysis looking
to 2010. 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

o The assets of the City of Anniston (primary government) exceeded its liabilities at the
close of fiscal year 2009 by $97.14 million. The assets of the City’s component units
exceeded their liabilities by $28.36 million. Of the $97.14 million in primary
government net assets, $16.28 million (unrestricted net assets) may be used to meet the
government’s ongoing obligations to citizens and creditors. This information is from the
City’s statement of net assets.

o Atthe close of the fiscal year, the City’s governmental funds reported a combined ending
fund balance of $20.64 million. The combined governmental fund balances decreased by
$1.63 million from the prior year’s combined fund balances. Of the $20.64 million in
combined fund balance, $20.28 million is undesignated and therefore generally available
for its varied purposes, including $12.15 million included in this amount as unreserved,
undesignated fund balance of the General Fund.

o The General Fund closed with a fund balance of $12.38 million, a decrease from $13.49
million in 2008. The 2009 General Fund ending fund balance represents 41.16 percent of
total General Fund operating expenditures.

o In the fiscal year 2009, the City of Anniston realized an excess of General Fund
operational revenues over expenditures of $69,357. However, the fund balance f the
General Fund decreased by $1,113,535 due, in part, to significant net transfers from the
General Fund to the Capital Projects Fund, the special revenue funds and the Debt
Service Fund. Included is $1,360,005 to service the debt of the City.



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:

annual report are arranged and relate to one another.

Required Components of Annual Financial Report (Figure 1)

Management's Discussion Fiﬁ:ﬁlzcial
And Analysis Statements
l |
l | . ,
Nofcesto_the
Government- Fund Financial
wide Financial Financial Statements
Statements Statements
Summary Detail -

1. government-wide
financial statements, 2. fund financial statements, and 3. notes to the financial statements (see figure 1).
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



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 foundation, 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 Statement of Activities
Assets General Revenues
-Liabilities - Net Program Expenses
= Net Assets = 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 (1) 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
Policemen’s and Firemen’s 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.

Fund Financial Statements

Governmental Funds Fiduciary Funds
r ~\ r N\
Measurement Focus:
Current Financial Measurement Focus:;
Resources Econc_nmic Re_sources
Accounting Basis: Accrual Accounting Basis: Accrual
\ y
\, y
4 ™)
4 )
Balance Sheet Assets=
Liabilites + Fund Balances Statement of Net Assets
Assets - Liabilities = Net
“ Assets
4 N\ \ y
Statement of Revenues,
Expenditures andChanges
in Fund Balance ( N
Revenues - Expenditures Statement of Changes in
+ (-) Other Financing Net Assets
Sources (U§es) Additions - Deductions
= Net Change in Fund = Change in Net Assets
Balance
\. J \. y

Statement of Revenues,
= EXpenditures and Changes
in Fund Balance




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 accounted for all infrastructure assets and has included
them in this presentation. The following charts summarize the Statement of Net Assets for the Primary
Government’s activities. The City’s net assets at fiscal year-end are $296,292,350. This is a $584,811
decrease from last year’s net assets of $296,877,161. The following table provides a summary of the
County’s net assets:

Summary of Net Assets

Percentage
Governmental Activities of Total
2009 2008 Restated 2009 2008
Assets:
Current and
other assets $ 21,890,114 $ 24,592,646 21%  23%
Capital assets 82,945,982 84,255,862 79%  77%
Total assets 104,836,096 108,848,508  100% 100%
Liabilities:
Current liabilities 3,541,638 4,297,014 46% 48%
Long-term
liabilities 4,149,808 4,604,437 54%  52%
Total liabilities 7,691,446 8,901,451 100% 100%
Net assets:

Invested in capital assets, net of related debt 80,807,958 80,817,564 83% 81%
Restricted 57,651 8,175,588 0% 8%
Unrestricted 16,279,041 10,953,905 T% 5%

Total net assets $ 97,144,650 $ 99,947,057 100% 100%




MANAGEMENT’S DISCUSSION AND ANALYSIS - Continued
Assets Governmental Activities (Primary)

£2,652,089
£200,374

BCash and equivalents OReceivables, net BOther assets B Capital assets, net
Liabilities & Net Assets Governmental Activities (Primary)

§3,260,438 - 54,431,008

$16,279,041
857,651

BCurrent liabilities O MNoncurrant liabilities B invested in capital assets, net of dabt

DRestricted net assats OUnrestricted net assats



MANAGEMENT’S DISCUSSION AND ANALYSIS - Continued

The assets of the City of Anniston (primary government) exceeded its liabilities by $97.14 million as of
September 30, 2009. However, the largest portion (87.76 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
$97.14 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 $57,651 represents net assets that are subject to external or Council placed restrictions
on how they may be used. The net asset balance of $16.28 million is unrestricted.

Summary of Changes in Net Assets

Percentage
Governmental Activities of Total
Revenues: 2009 2008 Restated 2009 2008
Program:
Charges for Services $ 7,456,044 $ 3,931,818 21% 10%
Operating grants 1,042,129 1,884,799 3% 5%
Capital grants 1,056,213 797,021 3% 2%
General:
Property taxes 5,876,008 3,825,137 16% 10%
Sales taxes 17,081,252 25,501,089 48% 68%
Alcoholic beverage 2,603,633 - 7% 0%
Other taxes - 212,163 0% 1%
Interest Earned 318,604 809,488 1% 2%
Other 444,904 750,206 1% 2%
Total revenues 35,878,787 37,711,721 100% 100%
Program Expenses:
General government 12,336,567 13,127,908 32% 32%
Judicial 516,431 - 1% 0%
Public safety 12,647,968 12,359,197 33% 30%
Public works 6,439,647 5,772,778 17% 14%
Housing and development 922,942 2,702,281 2% 7%
Culture and recreation 5,749,106 6,928,957 15% 17%
Interest on debt 68,533 154,068 0% 0%
Total expenses 38,681,194 41,045,189 100% 100%
Excess (deficiency) (2,802,407) (3,333,468)
Changes in net assets (2,802,407) (3,333,468)
Beginning net assets 99,947,057 103,280,525
Ending net assets $ 97,144,650 $ 99,947,057

10



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 $12,153,234, compared with $13,340,227
(restated) at the end of 2008. As a measure of the General Fund’s liquidity, it may be useful to compare
unreserved fund balance to total General Fund expenditures. Unreserved fund balance represents 40.50
percent of total General Fund expenditures, before non-operating transfers, at the end of 2009.

General Fund Budgetary Highlights
The challenge to the General Fund in 2009 was an overage in budgeted health costs for City employees in
the amount of $776,000. This resulted in an increase of 22 percent, shared equally by Council

appropriation and employee contribution in 2010. This, along with sales taxes coming in at almost
$920,000 less than budget largely explains the deficit in 2009.

11



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, 2009 totals $82,945,982 (net of accumulated depreciation). These assets include
infrastructure, buildings, land, machinery and equipment, facilities and vehicles, as well as the collection
at the Anniston Museum of Natural History.

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

Long-term Debt: As of September 30, 2009, the City of Anniston had bonded debt outstanding of
$1,385,000. 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 $734,244.

Economic Factors and Next Year’s Budget

The city economy has suffered in conjunction with the overarching national economic downturn. Sales
tax collections, shown in the chart below, were down unpredictably in Fiscal Year 2009. The trend has
continued in Fiscal Year 2010. The volatile nature of consumer spending, unemployment slightly above
average and the general economic climate postulate a further stagnation of revenues for Fiscal Year 2011
and beyond.

10 Year Trend - Sales, Use and Lodgings Tax Collections

Gross coffections prorto sadministretion fee deductions forcolfections snd sudit sendces)
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Sales taxes represent approximately 56.42 percent of the Clty s budgeted revenues, consistent with past
years.
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MANAGEMENT’S DISCUSSION AND ANALYSIS - Continued

A critical artery in the City, the eastern by-pass is nearing completion as a result of the American
Recovery and Reinvestment Act of 2009. The completion of this major road is critical to development in
2011 and beyond. The City’s development office continues to work with potential developers and this
road will facilitate the growth at McClellan.

A budgetary concern going forward is the overall effect of the City’s current entitlement structure and the
related compliance with Governmental Accounting Standards Board (GASB) Statements. In 2009,
actuarial reports were completed for the Policemen’s and Fireman’s Retirement Fund (a separate entity)
and the City of Anniston Retiree Healthcare Plan. Significant unfunded liabilities associated with these
entitlements exist. These liabilities must be addressed in the near future and beyond and could impact
subsequent financial statements negatively. The Policemen’s and Firemen’s Fund is not a promise by the
City of Anniston. Police and Firemen set up the fund for themselves in 1954 through legislative act that
mandates the matching of ten percent of sworn police and fire pay, as well as approximately $450,000 in
business licenses from the City. Otherwise, the plan is up to the police and fire to manage and keep
whole. The unfunded health plan is a liability of the City and is considered manageable.

The City of Anniston is an Alabama municipality with similar challenges facing all cities across the
country. In 2010, it is the intention to invest in the City utilizing stimulus bonds for a consolidation of
parks resources, that, in the aggregate, should be budget neutral due to efficiencies gained. Low interest
rates could also allow the completion of a new public safety and judicial facility. The facility currently
utilized is approximately 60 years old. Essentially, the City is out of debt and investment earnings are all
but impossible to find. Taking advantage of low borrowing costs is a valid alternative for Anniston at this
particular time. As to debt service, Anniston has adequate “revenue capacity” relative to comparable
cities. It is projected, after appropriate General Fund and special revenue sharing transfers by the
Corrections Fund and Capital Improvement Fund that debt service could be just over $1 million, taking
into account the savings on the new parks facility. Anniston’s revenue budget could be modified at the
Council’s discretion.

Finally, the Finance Director reported to the Department of Health and Human Services (HUD) in April
the possibility of the lack of monitoring activities in the Community Development Block Grant Program.
The HUD Inspector General (IG) is evaluating all circumstances surrounding this and all staff is
cooperating to the fullest. The City of Anniston expects to hear from the IG in the fall, 2010. A
contingent liability of $500,000 is reflected on the Statement of Net Assets in 2009 for any repayment
that may be necessary.

Any questions about this document should be addressed to Finance Director, City of Anniston, AL.
Danny McCullars’ email is dmccullars@annistonal.gov.

13
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CITY OF ANNISTON, ALABAMA
STATEMENT OF NET ASSETS
September 30, 2009

ASSETS

Current Assets:
Cash
Investments
Accounts receivable, net
Interest receivable
Taxes receivable, net
Due from other governments
Due from component units
Inventory
Prepaid items

Total current assets

Non Current Assets:
Other Assets
Capital Assets
Non-depreciable assets
Depreciable assets, net of depreciation
Deferred charges-bond issuance costs

Total noncurrent assets
TOTAL ASSETS

LIABILITIES
Current Liabilities:
Salaries and benefits payable
Accounts payable
Accrued liabilities
Unearned revenues
Due to primary government
Capital leases payable-current
Bonds payable-current
Net other post employment benefits obligation
Intergovernmental agreement-current
Compensated absences payable
Total current liabilities
Long-Term Liabilities:
Contingent liability
Compensated absences payable-long term
Net other post employment benefits obligation
Intergovernmental agreement-long term
Bonds payable (net of current portion)

Total long term liabilities

TOTAL LIABILITIES

NET ASSETS
Invested in capital assets, net of related debt
Restricted for:
Capital projects
Other purposes:
Debt service
Endowment Fund
Unrestricted

TOTAL NET ASSETS

See accompanying notes to the basic financial statements

Primary Government

Governmental

Activities Total
$ 11,414,836 11,414,836
7,523,815 7,523,815
394,601 394,601
5,129 5,129
1,526,031 1,526,031
546,328 546,328
180,000 180,000
50,441 50,441
248,933 248,933
21,890,114 21,890,114
17,450,158 17,450,158
65,495,824 65,495,824
82,945,982 82,945,982
104,836,096 104,836,096
466,956 466,956
175,379 175,379
607,943 607,943
18,780 18,780
465,000 465,000
281,200 281,200
107,592 107,592
1,316,042 1,316,042
3,438,892 3,438,892
500,000 500,000
1,173,802 1,173,802
1,032,100 1,032,100
626,652 626,652
920,000 920,000
4,252,554 4,252,554
7,691,446 7,691,446
80,807,958 80,807,958
57,651 57,651
16,279,041 16,279,041
$ 97,144,650 97,144,650




Component Units

Anniston Public Library Anniston Farley L. Anniston Total
City School of Anniston/ Industrial Berman City Schools Spirit of Component
Board Calhoun County Dev. Board Foundation Inc. Foundation Anniston Units
3,149,474 167,218 $ 174,982 113,200 1,002 $ 52,164 $ 3,658,040
1,054,325 64,115 372,996 - - 29,278 1,520,714
3,756,715 - 3,761 - - - 3,760,476
45,016 - - 7,766 - - 52,782
- 12,938 - - - 1,870 14,808
8,005,530 244,271 551,739 120,966 1,002 83,312 9,006,820
31,118 - - - - - 31,118
1,715,363 25,907 - 8,391,198 - 2,000 10,134,468
16,315,862 553,331 - 95,740 - 304,137 17,269,070
59,993 - - - - - 59,993
18,122,336 579,238 - 8,486,938 - 306,137 27,494,649
26,127,866 823,509 551,739 8,607,904 1,002 389,449 36,501,469
1,721,002 - - 2,036 1,580 4,569 1,729,187
64,076 - - 1,917 - - 65,993
- 41,237 - 25 2,428 - 43,690
3,281,754 - - - - - 3,281,754
- - - - - 180,000 180,000
41,314 - - - - - 41,314
- - - - 3,500 - 3,500
- - - 1,207 - 1,346 2,553
5,108,146 41,237 N 5,185 7,508 185,915 5,347,001
2,789,111 - - - - - 2,789,111
2,789,111 - - - - - 2,789,111
7,897,257 41,237 - 5,185 7,508 185,915 8,137,102
15,260,793 579,238 - 8,486,938 - 306,137 24,633,106
244,676 - 21,369 - - - 266,045
997,664 - - - - - 997,664
64,115 - 64,115
1,727,476 138,919 530,370 115,781 (6,506) (102,603) 2,403,437
18,230,609 782,272 $ 551,739 8,602,719 (6,506) $ 203,534 $ 28,364,367




CITY OF ANNISTON, ALABAMA
STATEMENT OF ACTIVITIES
For the Fiscal Year Ended September 30, 2009

Program Revenues

Net (Expense) Revenue and Changes in

Net Assets

Primary Government

Charges for

Services, Sales Operating Grants Capital Grants Governmental
Expenses and Fines and Contributions and Contributions Activities Total

PRIMARY GOVERNMENT:
Governmental Activities:

General Government $ 12,336,567 $ 3,909,089 $ 100,159 $ - $ (8,327,319) (8,327,319)

Judicial 516,431 - - - (516,431) (516,431)

Public Safety 12,647,968 1,470,582 259,945 7,398 (10,910,043) (10,910,043)

Public Works 6,439,647 675,971 - 191,742 (5,571,934) (5,571,934)

Housing and Development 922,942 - - 839,611 (83,331) (83,331)

Culture and Recreation 5,749,106 1,400,402 682,025 17,462 (3,649,217) (3,649,217)

Interest on Debt 68,533 - - - (68,533) (68,533)
Total Governmental Activities 38,681,194 7,456,044 1,042,129 1,056,213 (29,126,808) (29,126,808)
Component Units

Anniston City School Board $ 23,514,053 $ 1,593,313 $ 15,716,662 $ 770,983

Public Library of

Anniston/Calhoun County 1,165,342 39,500 862,756 301,750

Anniston Industrial Dev. Board - - 50,000 -

Farley L. Berman Foundation Inc. 235,069 53,371 262,130 -

Anniston City Schools Foundation 123,914 - 125,246 -

Spirit of Anniston 247,807 63,206 190,525 -
Total - Component Units $ 25,286,185 $ 1,749,390 $ 17,207,319 $ 1,072,733

See accompanying notes to the basic financial statements

GENERAL REVENUES:

Taxes:
Property
Sales

Alcoholic Beverage

Other

Grants and contributions not restricted for specific programs

Interest Earned
Miscellaneous

Total General Revenues

Change in Net Assets

NET ASSETS BEGINNING OF YEAR, RESTATED
NET ASSETS END OF YEAR

16

$ 5,876,008 5,876,008
17,081,252 17,081,252
2,603,633 2,603,633
318,604 318,604

444,904 444,904
26,324,401 26,324,401
(2,802,407) (2,802,407)
99,947,057 99,947,057

$ 97,144,650 97,144,650




Net (Expense) Revenue and Changes in Net Assets

Component Units

Public Library Anniston Farley L. Anniston Total
Anniston City of Anniston/ Industrial Berman City Schools Spirit of Component
School Board Calhoun County Dev. Board Foundation Inc. Foundation Anniston Units

$ - $ - $ - $ - $ - - $ -
$ (5433095 $ - $ - $ - $ - - $ (5,433,095)
- 38,664 - - - - 38,664

- - 50,000 - - - 50,000

- - - 80,432 - - 80,432

- - - - 1,332 - 1,332

- - - - - 5,924 5,924
$ (5,433,095 § 38,664 $ 50,000 $ 80,432 $ 1,332 5,924 $ (5,256,743)
$ 4,329,705 $ - $ - $ - $ - - $ 4,329,705
1,153,674 - - - - - 1,153,674
114,780 114,780

63,878 - - - - - 63,878

1,174 1,174

19,299 1,852 12,617 1,152 - 484 35,404

433,940 16,088 1,500 7,329 - 626 459,483
6,116,450 17,940 14,117 8,481 - 1,110 6,158,098
683,355 56,604 64,117 88,913 1,332 7,034 901,355
17,547,254 725,668 487,622 8,513,806 (7,838) 196,500 27,463,012

$ 18,230,609 $ 782,272 $ 551,739 $ 8,602,719 $ (6,506) 203,534 $ 28,364,367
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CITY OF ANNISTON, ALABAMA
NOTES TO THE FINANCIAL STATEMENTS
SEPTEMBER 30, 2009

NOTE 1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements of the City of Anniston, Alabama (the “City”) have been prepared in conformity
with accounting principles generally accepted in the United States of America (GAAP) as applied to
governments. The Governmental Accounting Standards Board (the “GASB”) is the accepted standard-
setting body for establishing governmental accounting and financial reporting principles. The more
significant of the City's accounting policies are described below.

Reporting Entity

The City of Anniston, Alabama, was incorporated in 1883 under the laws of the State of Alabama. The
City operates under the Council / 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. The City provides the following
services to its citizens as authorized by its charter: public safety (police and fire), recreation, water, and
general and administrative services. As required by generally accepted accounting principles, the
financial statements of the reporting entity include those of the City of Anniston, Alabama (the “primary
government”) and its component units. The component units discussed below are included in the City's
reporting entity because of the significance of its operational or financial relationship with the City. In
conformity with generally accepted accounting principles, as set forth in Governmental Accounting
Standards Board Statement No. 14, the financial statements of the component units are discretely
presented in the financial statements.
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CITY OF ANNISTON, ALABAMA

NOTES TO THE FINANCIAL STATEMENTS
SEPTEMBER 30, 2009

NOTE 1.

A. Reporting Entity (Continued)

Discretely Presented Component Units

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Included in the
Reporting Entity Separate Financial
Component Unit Because Statements
The Anniston City School Board is the The bonded debt must be These audited financial

governing board for the City School System.
Eligible voters in the City elect the members of
the Board. The City schools are fiscally
dependent upon the City since the school board
cannot issue bonded debt directly.

The Public Library of Anniston and
Calhoun County receives a substantial
amount of financial support from the City;
however, they do not approve the Library’s
operations and capital budgets.

The Anniston Industrial Development Board
is fiscally dependent upon the City support to
carry out its mission.

The Farley L. Berman Foundation, Inc. is
fiscally dependent upon the City for its
operational support; however, the City does
not approve the Foundation’s capital budgets
or operations.

The Anniston City Schools Foundation is
fiscally dependent upon the City for its
funding; however, the City does not approve
its capital budgets or operations.

The Spirit of Anniston, Inc. is fiscally
dependent upon the City since the majority of
its funding comes from the City. The City
does not approve its capital budgets or its
funding.

issued through the City
which the Council must
approve.

The members of the
governing board are
appointed by the City of
Anniston and the Calhoun
County Commission.

The members of the board
are appointed by City

Council.

The City fiscally supports
the entity.

The City fiscally supports
the entity.

The City fiscally supports
the entity.
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statements are located at
Anniston City Hall.

These audited financial
statements are located at
Anniston City Hall.

These unaudited financial
statements are located at
Anniston City Hall.

These audited financial
statements are located at
Anniston City Hall.

These unaudited financial
statements are located at
Anniston City Hall.

These unaudited financial
statements are located at
Anniston City Hall.



CITY OF ANNISTON, ALABAMA
NOTES TO THE FINANCIAL STATEMENTS
SEPTEMBER 30, 2009

NOTE 1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Government-wide and Fund Financial Statements

These statements report financial information for the County as a whole. The primary government and
the discreetly presented component units are presented separately within these financial statements with
the focus on the primary government. 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. For the most part, the effect of interfund activity has been removed from these statements.
Governmental activities, which normally are supported by taxes and intergovernmental revenues, are
reported separately from business-type activities, which rely to a significant extent on fees and charges for
support. The City had no business-type activities during the year ended September 30, 2009.

The statement of activities demonstrates the degree to which the direct expenses of a given function or
segment is offset by program revenues. Direct expenses are those that are clearly identifiable with a
specific function or segment. Program revenues include 1) charges to those who purchase, use, or
directly benefit from goods, services, or privileges provided by a given function or segment, and 2) grants
and contributions that are restricted to meeting the operational or capital requirements of a particular
function or segment. Taxes and other items not properly included among program revenues are reported
instead as general revenues.

Separate financial statements are provided for governmental funds and fiduciary funds, even though the
latter are excluded from the government-wide financial statements. Major individual governmental funds
are reported as separate columns in the fund financial statements.

Measurement Focus, Basis of Accounting, and Financial Statement
Presentation

The government-wide financial statements are reported using the economic resources measurement focus
and the accrual basis of accounting, as are for fiduciary funds. Revenues are recorded when earned and
expenses are recorded when a liability is incurred, regardless of the timing of the related cash flows.
Property taxes are recognized as revenues in the year for which they are levied. Grants and similar items
are recognized as revenue as soon as all eligibility requirements imposed by the provider have been met.

Governmental fund financial statements are reported using the current financial resources measurement
focus and the modified accrual basis of accounting. Revenues are recognized as soon as they are both
measurable and available. Revenues are considered to be available when they are collectible within the
current period. For this purpose, the City considers revenues to be available if they are collected within
60 days of the end of the current fiscal period. Expenditures generally are recorded when a liability is
incurred, as under accrual accounting. However, expenditures related to long-term debt, compensated
absences and claims and judgments, are recorded only when payment is due. Property taxes, sales taxes,
intergovernmental grants, and investment income associated with the current fiscal period are all
considered to be susceptible to accrual and so have been recognized as revenues of the current fiscal
period. All other revenue items are considered to be measurable and available only when cash is received
by the City.
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CITY OF ANNISTON, ALABAMA
NOTES TO THE FINANCIAL STATEMENTS
SEPTEMBER 30, 2009

NOTE 1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

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

In accordance with GASB Statement No. 33, “Accounting and Financial Reporting for Nonexchange
Transactions,” the corresponding assets (receivables) in nonexchange transactions are recognized in the
period in which the underlying exchange occurs, when an enforceable legal claim has arisen, when all

eligibility requirements have been met, or when resources are received, depending on the revenue source.

Major individual governmental funds and major individual enterprise funds are reported as separate
columns in the fund financial statements. The City reports the following major governmental funds:

The General Fund is the City’s primary operating fund. It accounts for all financial resources of
the general government, except those required to be accounted for in another fund.

The Fire District Tax Fund accounts for all activities in the provision of fire protection services
to the residents of the City.

The Cemetery Fund accounts for all activities in the City’s cemetery.
The Corrections Fund accounts for all activities in the City’s jail.

The Drug Task Force Office Fund accounts for the administrative activities of the Drug Task
Force.

The JAG Recovery Act Grant Fund accounts for all activities of the justice grant.
The City also reports the following fund types within the non-major governmental funds:

Debt service fund accounts for the repayment of principal and interest on the City’s outstanding
bond issues and other debt obligations of the City.

Special revenue funds account for the proceeds of specific revenue sources that are legally
restricted to expenditures for specified purposes.

Capital projects fund accounts for the acquisition and construction of major facilities funded by
City operations.

Fiduciary Fund Type

The Police and Fireman’s Pension Trust Fund accounts for assets held by the City as an agent
or trustee to be invested and expended in accordance with the conditions of the trustee capacity.
The City uses this fund to account for the assets of the defined benefit plan.
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CITY OF ANNISTON, ALABAMA
NOTES TO THE FINANCIAL STATEMENTS
SEPTEMBER 30, 2009

NOTE 1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICES (Continued)

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

Private-sector standards of accounting and financial reporting issued prior to December 1, 1989, generally
are followed in the government-wide financial statements to the extent that those standards do not conflict
with or contradict guidance of the Governmental Accounting Standards Board. Governments also have
the option of following subsequent private-sector guidance for their business-type activities and enterprise
funds, subject to this same limitation. The City has elected not to follow subsequent private-sector
guidance.

As a general rule, the effect of interfund activity has been eliminated from the government-wide financial
statements. Elimination of these charges would distort the direct costs reported for the various functions
concerned.

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

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. All other investments are stated at fair value
based on quoted market prices.

Interfund Receivables and Payables

Activity between funds that are representative of lending/borrowing arrangements outstanding at the end
of the fiscal year as well as all other outstanding balances between funds are reported as “due to/from
other funds.”

Management Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the
United States of America requires management to make estimates and assumptions that affect the reported
amount of assets and liabilities and disclosure of contingent assets and liabilities at the date of the
financial statements and the reported amount of revenues and expenditures/expenses during the period.
Actual results could differ from those estimates.
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CITY OF ANNISTON, ALABAMA
NOTES TO THE FINANCIAL STATEMENTS
SEPTEMBER 30, 2009

NOTE 1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Inventories

All inventories are valued at cost using the first-in/first-out (FIFO) method. Inventories consist of
expendable supplies held for consumption. The cost is recorded as an asset at the time the individual item
is purchased. Inventories reported in the governmental funds are equally offset by a fund balance reserve,
which indicates that they do not constitute “available, spendable resources” even though they are a
component of net current assets.

Capital Assets

Capital assets, which include property, plant, equipment, and infrastructure assets, are reported in the
government-wide financial statements. Capital assets are defined by the City as assets with an initial,
individual cost of more than $5,000 and an estimated useful life in excess of two years. Such assets are
recorded at historical cost or estimated historical cost if purchased or constructed. Donated capital assets
are recorded at estimated fair market value at the date of donation. The cost of normal maintenance and
repairs that do not add to the value of the asset or materially extend asset lives are not capitalized. Major
outlays for capital assets and improvements are capitalized as projects are constructed. Interest incurred
during the construction phase of capital assets of business-type activities is included as part of the
capitalized value of the assets constructed.

Property, plant and equipment of the primary government are depreciated using the straight line method
over the following useful lives:

Asset Years
Buildings and improvements 20-40
Improvements other than buildings 25-40
Machinery and equipment 5-10
Infrastructure 25-75

Infrastructure assets acquired prior to September 30, 1980 are included in the amounts reported.
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CITY OF ANNISTON, ALABAMA
NOTES TO THE FINANCIAL STATEMENTS
SEPTEMBER 30, 2009

NOTE 1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICES (Continued)
Long-Term Obligations

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

At the governmental fund financial reporting level, bond premiums and discounts are reported as other
financing sources and uses, separately from the face amount of the bonds issued. Bond issuance costs are
reported as expenditures.

Compensated Absences

Accumulated sick pay benefits have not been recorded as a liability because these benefits are paid upon
the illness of an employee and the amount of such payments cannot be reasonably estimated.
Accumulated unpaid vacation costs are accrued when incurred in the government-wide financial
statements.

Governmental funds report the compensated absence liability at the fund reporting level only “when due.”

Fund Equity

Fund equity at the governmental fund financial reporting level is classified as “fund balance.” Fund
equity for all other reporting is classified as “net assets.”

Fund Balance

In the fund financial statements governmental funds reserve portions of the fund balance that are legally
segregated and restricted by an outside party or legal mandate. Designations of fund balance represent
managements’ intent to set aside these resources for specific uses. At the fund reporting level, fund
balance is also reserved for any prepaids and inventories.

Net Assets

Net assets represent the difference between assets and liabilities. Amounts shown as net assets invested in
capital assets, net of related debt are made up of capital asset costs, net of accumulated depreciation and
any outstanding debt used to acquire, construct or improve the associated assets. Net assets are reported
as restricted when there are legal limitations or external restrictions imposed upon their use. All other net
assets are reported as unrestricted.
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NOTE 2. LEGAL COMPLIANCE - BUDGETS

The following procedures are used by the City in establishing the budgetary data reflected in the 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.
Budgeted amounts are as originally adopted, or as amended by the City Council.

The following funds had excesses of actual expenditures over appropriations in the amount shown for the
fiscal year ended September 30, 2009.

General Fund:
General Government

City Council $ 1,476
Building maintenance 12,110
Professional services 49,277
Workman's compensation insurance 80,542
Employer funded health care 733,164

Public safety
Fire 66,944

Public works
Electrical 17,950
Garage 47,009
Cemetery Fund: General Government 74,227
Corrections Fund: Public Safety 202
Drug Task Force Office Fund: Public Safety 115,124
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NOTE 3.

DEPOSITS AND INVESTMENTS

Custodial Credit Risk:

Custodial credit risk for deposits is the risk that, in the event of the failure of a depository financial
institution, a government will not be able to recover deposits or will not be able to recover collateral
securities that are in the possession of an outside party. State statutes require all deposits and
investments (other than federal or state government instruments) to be collateralized by depository
insurance, obligations of the U.S. government, or bonds of public authorities, counties, or
municipalities.

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. 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.

At September 30, 2009, all of the deposits of the City were fully collateralized in
accordance with the state statutes.

As of September 30, 2009, the City had the following deposits, classified as investments.

Investment Type Maturities Fair Value
Certificates of Deposit 1 day to 350 days $ 7,523,815
Interest Rate Risk:

The City does not have a formal investment policy that limits investment maturities as a means of
managing its exposure to fair value losses arising from increasing interest rates. However, all
investments are reviewed on a monthly basis for interest rate fluctuations and appropriate actions are
taken to minimize this risk.
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NOTE 4. RECEIVABLES

Receivables at September 30, 2009, for the City’s individual funds, including the applicable allowances
for uncollectible accounts are as follows:

Drug Task Nonmajor
General Force Office Governmental Total
Receivables:
Taxes $ 1,511,607 $ - $ 14,424 $ 1,526,031
Accounts 299,392 - 95,209 394,601
Interest - - 5,129 5,129
Gross receivables 1,810,999 - 114,762 1,925,761
Less allowance for
uncollectibles - - - -
Net total receivables $ 1,810,999 $ - $ 114,762 $ 1,925,761

Property taxes are levied as of October 1 of each year on property assessed the preceding October 1. The
taxes are due on October 1 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.
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CAPITAL ASSETS

Capital asset activity for the year ended September 30, 2009 is as follows:

Governmental activities:
Capital assets not being
depreciated:
Land
Collections
Construction in progress
Total capital assets not
being depreciated

Other capital assets:
Buildings
Machinery and equipment
Improvements other than buildings
Infrastructure

Total other capital assets
Total capital assets

Accumulated depreciation:
Buildings
Machinery and equipment
Improvements other than buildings
Infrastructure

Total accumulated
depreciation

Governmental activities
capital assets, net

Balance Balance

9/30/2008 Additions Deductions 9/30/2009
$ 8,675,305 $ 45,000 $ - $ 8,720,305
8,329,797 - - 8,329,797
- 400,056 - 400,056
17,005,102 445,056 - 17,450,158
29,101,739 1,013,601 - 30,115,340
11,298,965 742,459 20,747 12,020,677
1,618,337 126,487 - 1,744,824
102,795,542 660,688 - 103,456,230
144,814,583 2,543,235 20,747 147,337,071
161,819,685 2,988,291 20,747 164,787,229
14,764,109 859,744 - 15,623,853
7,567,760 715,504 12,103 8,271,161
44,046 46,848 - 90,894
55,187,908 2,667,431 - 57,855,339
77,563,823 4,289,527 12,103 81,841,247
$ 84,255,862 $ (1,301,236) $ 8,644 $ 82945982

Depreciation expense was charged to governmental functions as follows:

General government
Public safety

Public works

Culture and recreation

Total governmental activities depreciation expense
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NOTE 5. CAPITAL ASSETS (Continued)

Component units: 9/30/2008 Additions Deductions 9/30/2009
Capital assets not being
depreciated:
Land $ 1,406,063 $ - S - $§ 1,406,063
Collections 8,417,105 - - 8,417,105
Construction in progress - 311,300 - 311,300
Total capital assets not
being depreciated 9,823,168 311,300 - 10,134,468
Other capital assets:
Buildings 17,048,132 - - 17,048,132
Building improvements 13,662,447 - - 13,662,447
Vehicles 443,011 - - 443,011
Machinery and equipment 3,060,468 232,150 (45,149) 3,337,767
Total other capital assets 34,214,058 232,150 (45,149) 34,491,357
Total capital assets 44,037,226 543,450 (45,149) 44,625,825
Accumulated depreciation:
Buildings 9,718,538 338,717 - 10,057,255
Building improvements 4,171,551 497,059 - 4,668,610
Vehicles 410,456 9,097 - 419,553
Machinery and equipment 1,923,599 153,270 - 2,076,869
Total accumulated
depreciation 16,224,144 998,143 - 17,222,287
Component units capital
assets, net $ 27,813,082 § (454,693) § (45,149) $ 27,403,538
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NOTE 6. LONG-TERM DEBT

Primary Government

Long-term liability activity for the year ended September 30, 2009 is as follows:

Due Due In
Beginning Ending Within More Than
Balance Additions Reductions Balance One Year One Year
Governmental activities:
Bonds and warrants $ 2,525,000 $ - $ 1,140,000 $ 1,385,000 $ 465,000 $ 920,000
Intergovernmental
Agreement 836,990 - 102,746 734,244 107,592 626,652
Capital lease payable 76,308 - 57,528 18,780 18,780 -
Contingent grant liability - 500,000 - 500,000 - 500,000
Compensated absences 2,434,603 1,923,728 1,868,487 2,489,844 639,511 1,850,333
Net OPEB Obligation 653,100 1,128,600 468,400 1,313,300 281,200 1,032,100

Governmental activities
long-term liabilities $ 6,526,001 $ 3,552,328 $§ 3,637,161 $ 6,441,168 $ 1,512,083 $ 4,929,085

The compensated absences liability will be paid from the General Fund or Museum Fund from which
employees’ salaries are paid. The capital leases, other long term debt and notes payable will be paid by
the General Fund. The OPEB obligation and contingent liability will be paid by the General Fund.

Governmental Activities:

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, 2009 are 1998 Series General
Obligation Warrants, due semi-annually at rates ranging from 3.6% - 4.75% per annum, maturing
November 15, 2013; and 2003 Series General Obligation Warrants due annually at rates ranging from
1.5% - 2.15% per annum, maturing March 1, 2011. The balances at September 30, 2009 were $685,000
and $700,000 respectively.

Annual debt service requirements to amortize bonds and warrants outstanding, as of September 30, 2009

follow:
Governmental Activities
Year Principal Interest Total
2010 $ 465,000 $ 46,280 § 511,280
2011 490,000 29,200 519,200
2012 145,000 16,834 161,834
2013 150,000 9,938 159,938
2014 135,000 3,206 138,206
Total $ 1,385,000 $§ 105458 § 1,490,458
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LONG-TERM DEBT (Continued)

Intergovernmental Agreement. On July 1, 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 $15,475,000 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 2015 with principal and interest payments ranging from $145,853 to
$146,117. The balance at September 30, 2009 was $734,244.

Annual debt service requirements to amortize the intergovernmental agreement outstanding, as of
September 30, 2009 follow:

Governmental Activities

Year Principal Interest Total

2010 $ 107,592 § 38331 § 145,923
2011 112,923 32,951 145,874
2012 118,739 27,192 145,931
2013 125,040 21,077 146,117
2014 131,340 14,512 145,852
2015 138,610 7,486 146,096
Total $ 734244 § 141549 § 875,793

Capital Lease Payable. The City entered into a lease agreement as lessee for financing the purchase of
vehicles and equipment. The agreement qualifies as a capital lease for accounting purposes and,
therefore, has been recorded at the present value of the future minimum lease payments as of the date of
inception. The capital lease is secured by the vehicles and equipment. The capital lease has a maturity
date of February 2010 with an interest rate of 5.59%. The original costs of the vehicles and equipment
financed under the capital lease arrangements total $227,418.

Governmental-type

Activities
Fiscal year ending September 30,
2010 $ 18,981
Total minimum lease payments 18,981
Less amount representing interest 201
Present value of minimum lease payments 18,780
Less current maturities 18,780

Long term liabilities $ -
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Component Unit: Anniston City School Board

Long-term liability activity for the year ended September 30, 2009 is as follows:

Due Due In
Beginning Ending Within More Than
Balance Additions Reductions Balance One Year One Year
Governmental activities:
2003 Pool Bonds $ 870,100 $ - $ 39,675  $ 830,425 § 41314 § 789,111
QZAB 2,000,000 - - 2,000,000 - 2,000,000
Governmental activities
long-term liabilities $ 2,870,100 $ -3 39,675 $ 2,830,425 § 41,314 $ 2,789,111

2003 Pool Bonds. During the year ended September 30, 2004, the School Board borrowed $1,021,738 to
finance the acquisition and construction of certain capital improvements to the public schools under the
jurisdiction and control of the Board. The Capital Improvement Pool Bonds Series 2003 are payable, as
both principal and interest, solely out of and secured by a first priority pledge and assignment of pledged
capital outlay funds. The principal is payable on December 1 of each year. Interest computed at 4.129%
is payable on June 1 and December 1 of each year beginning June 1, 2004. The maturity date of the Pool
Bonds is December 1, 2023.

Annual debt service requirements to amortize bonds and warrants outstanding, as of September 30, 2009

follow:
Governmental Activities
Year Principal Interest Total
2010 $ 41,314 $ 33,632 § 74,946
2011 43,020 31,891 74,911
2012 44,796 30,078 74,874
2013 46,645 28,190 74,835
2014 48,571 26,224 74,795
2015-2019 274,646 98,676 373,322
2020-2024 331,432 35,829 367,261
Total $ 830,424 § 284520 $ 1,114,944

Qualified Zone Academy Bonds (QZAB). During the year ended September 30, 2003, the Board
borrowed $2,000,000 from the Qualified Zone Academy Bond Program. The funds will be used to
renovate and repair school buildings and to purchase equipment (the Project) under the jurisdiction and
control of the Board. The Board entered into a lease purchase agreement to lease the Project to the
Alabama School Finance Cooperative which will advance the funds for the Project. The Board has the
option to purchase the project for $1.00 at the end of the lease. The payments made by the Board will be
deposited into an investment account with a guaranteed yield to maturity which will pay off the debt in a
balloon payment of $2,000,000 at its maturity in May 2018. The lease payments will be $157,784
annually through May 2013.
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The composition of interfund balances as of September 30, 2009, is as follows:
Funds Due From Due To

General Fund:

Fire District Tax Fund $ 350,288 $ -

Cemetery Fund 372,941 -

JAG Recovery Act Grant Fund 31,989 -

Nonmajor governmental funds 1,307,520 113,795
Fire District Tax Fund

General Fund - 350,288
Cemetery Fund

General Fund - 372,941
Corrections Fund

General Fund - 350,304
Drug Task Force Office

Nonmajor governmental funds - 320,503
JAG Recovery Act Grant - 31,989
Nonmajor governmental funds:

General Fund 113,796 957,217

Drug Task Force Office Fund 320,503 -

Total governmental funds $ 2,497,037 $ 2,497,037

These balances resulted from the time lag between the dates that (1) interfund goods and services are
provided or reimbursable expenditures occur, and (2) payments between funds are made.

Interfund transfers for the year ended September 30, 2009 were:

Funds Transfer In Transfer Out

General Fund:

Nonmajor governmental funds $ 381,928 $ 1,572,377
Drug Task force Office Fund:
Nonmajor governmental funds - 320,503
Nonmajor governmental funds:
General Fund 1,766,472 381,928
Drug Task force Office Fund 320,503 -
Nonmajor governmental funds - 194,095
Total governmental funds $ 2,468,903 $ 2,468,903

These transfers were used to assist other funds in meeting operating requirements for the year ended
September 30, 2009.
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RETIREMENT PLANS

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 Firefighters Retirement Fund for the City of Anniston 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 2.0125% 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 1, 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 36-27-103, as amended, Sections 36-27-120 through
36-27-139, as amended, and Sections 3627B-1 through 36-27B-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.

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, 2009. All contributions have been made.

Fiscal Period Contributions
Ending Employer Employee Total
September 30, 2009 § 504,609 $ 365,615 $ 870,224
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Retirement Systems of Alabama — Continued

The following schedule is based on the actuarial valuation as of September 30, 2008 (most recent
information available) as provided by the Employees’ Retirement System of Alabama:

Summary of Employee Census Data
Effective For Period Beginning October 1, 2009

Number of active members: 232
Annual compensation: $7,696,743
Number of retired members and beneficiaries: 91

Annual retirement allowances*: $1,193,185

Required Employer Contribution Rates
Effective For Period Beginning October 1, 2008

Normal cost 3.64%
Accrued liability 2.60%
Pre-retirement death benefit 0.15%
Administrative expense 0.18%
Total 6.57%
5% Employer contribution factor (6.57%/5%) 1.314

6% Employer contribution factor (6.57%/6%) 1.095

Required Employer Contribution Rates
Effective For Period Beginning October 1, 2010

Normal cost 3.59%
Accrued liability 3.03%
Pre-retirement death benefit 0.15%
Administrative expense 0.18%
Total 6.95%
5% Employer contribution factor (6.57%/5%) 1.390

6% Employer contribution factor (6.57%/6%) 1.158
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Retirement Systems of Alabama — Continued

The chart below shows the annual pension cost which equaled the annual required contribution for the
current year and prior two years along with the percentage actually contributed by the City.

Percentage
Annual of Annual Net
Fiscal Period Pension Pension Cost Pension
Ending Cost Contributed Obligation
September 30, 2008 $ 526,024 100% -
September 30, 2007 449,105 100% -
September 30, 2006 447,970 100% -

As of the most recent valuation date, September 30, 2008, the funded status of the Plan was as follows:

Actuarial Actuarial Actuarial Funded 4) Annual Percentage of
Valuation Value Accrued Ratio Unfunded Covered Covered
Date of Assets Liability (AAL) (1)/(2) (1)-(2) Payroll Payroll

9/30/2008 $ 19,966,441 $ 23,330,034 85.6% $ (3,363,593) § 7,696,743 43.7%

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.

Actuarial gains and losses are reflected in the unfunded actuarial accrued liability, which is being
amortized over a twenty-year period. The amortization period is closed. 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, P.O. Box 302150, Montgomery, Alabama 36130-2150.

The required schedule of funding progress immediately following the notes to the financial statements
presents multiyear trend information about whether the actuarial value of plan net assets is increasing or
decreasing over time relative to the actuarial accrued liability.

Actuarial valuations involve estimates of the value of reported amounts and assumptions about the
probability of events far into the future, and actuarially determined amounts are subject to continual
revision as results are compared to past expectations and new estimates are made about the future.
Actuarial calculations reflect a long-term perspective. Calculations are based on the substantive plan in
effect as of September 30, 2008.
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Police and Firefighters Retirement Fund for the City of Anniston

The Police and Firefighters Retirement 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 October 1, 2009, and contains the following

information:
Valuation date October 1, 2009
Actuarial cost method Entry age
Amortization method Level percent closed
Remaining amortization period 29 years
Asset valuation method Market value
Actuarial assumptions
Investment rate of return* 8.0%
Projected salary increases™ 5.5%

*Includes inflation at 3%

Below is a chart summarizing the payroll, employer’s contributions and employees’ contributions for the
year ended September 30, 2009. All contributions have been made.

Fiscal Period Contributions
Ending Employer Employee Utilities Total

September 30, 2009 $ 757,228 $ 757228 $ 450,709 $ 1,514,456

The following schedule is based on the actuarial valuation as of October 1, 2009 (most recent information
available):

Summary of Employee Census Data

Number of active members: 179
Annual compensation: $7.,854,449
Number of retired members and beneficiaries: 159
Benefit payments: $3,153,545

Required Employer Contribution Rates

Normal cost 12.5%
Accrued liability 15.0%
Total 27.5%
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Police and Firefighters Retirement Fund for the City of Anniston — Continued

The chart below shows the annual pension cost which equaled the annual required contribution for the
current year and prior two years along with the percentage actually contributed by the City.

Percentage
Annual of Annual Net
Fiscal Period Pension Pension Cost Pension

Ending Cost Contributed Obligation

September 30, 2009 $ 1,965,165 100% -

September 30,2008 1,776,951 100% -

As of the most recent valuation date, October 1, 2009, the funded status of the Plan was as follows:
Actuarial Actuarial Actuarial Funded 4) Annual Percentage of

Valuation Value Accrued Ratio Unfunded Covered Covered
Date of Assets Liability (AAL) (D)/(2) (D-(2) Payroll Payroll

10/1/2009 $ 20,471,581 $ 55,360,777 37.0% $ (34,889,196) $ 7,854,449 444.2%

The required schedule of funding progress immediately following the notes to the financial statements
presents multiyear trend information about whether the actuarial value of plan net assets is increasing or
decreasing over time relative to the actuarial accrued liability.

Actuarial valuations involve estimates of the value of reported amounts and assumptions about the
probability of events far into the future, and actuarially determined amounts are subject to continual
revision as results are compared to past expectations and new estimates are made about the future.
Actuarial calculations reflect a long-term perspective. Calculations are based on the substantive plan in
effect as of October 1, 2009.

NOTE 9. OTHER POST EMPLOYMENT BENEFITS

Description

Effective October 1, 2007, the City adopted the provisions of GASB Statement No. 45, “Accounting and
Financial Reporting by Employers for Postemployment Benefits Other Than Pensions. The City, through
its substantive commitment to provide other post-employment benefits (OPEB), maintains a single-
employer defined benefit plan to provide certain postretirement healthcare benefits to all former
employees who have 25 years of continuous service, regardless of age, or who have 10 years of
continuous service and are age 60. Such benefits are available to spouses or dependents of retiree until
the spouse and / or other dependent attains medicare eligibility

Funding Policy
The City pays for postemployment healthcare benefits on a pay-as-you-go basis. The City is studying the

establishment of trusts that would be used to accumulate and invest assets necessary to pay for the
accumulated liability. These financial statements assume that pay-as-you-go funding will continue.
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OTHER POST EMPLOYMENT BENEFITS (Continued)

Annual OPEB Cost and Net OPEB Obligation

The City’s annual OPEB cost is calculated based on the annual required contribution (ARC) of the City,
an amount actuarially determined in accordance with the parameters of GASB Statement 45. The ARC
represents a level of funding that, if paid on an ongoing basis, is projected to cover normal cost each year
and amortize any unfunded actuarial liabilities (or funding excess) over a period of 30 years. The
following table illustrates the components of the City’s annual OPEB cost for the year, the amount
actually contributed to the Plan, and changes in the City’s net OPEB obligation:

Membership

The following schedule (derived from the most recent actuarial valuation report) reflects membership for
the OPEB Health Care Plan as of October 1, 2009.

Active members 349
Retired members 69
Total 418

Contributions

The City contributed $468,800 to the OPEB Health Care Plan in fiscal year 2009. The annual required
contribution amount is determined using actuarial methods and assumptions approved by the
Commission. The Council establishes and may amend the funding policy for the OPEB Health Care Plan.

Annual Required Contribution $ 1,128,600
Annual OPEB Cost 1,128,600
Interest on net OPEB obligation 29,400
Adjustment on net OPEB obligation (29,000)
Actual Contribution (468,800)
Increase in net OPEB obligation 660,200
Net OPEB obligation, September 30, 2008, restated 653,100
Net OPEB obligation, September 30, 2009 $ 1,313,300
Ended OPEB OPEB OPEB Cost OPEB
September 30, Cost Contribution Contributed Obligation
2008 $ 1,128,600 § 475,500 42.13% § 653,100
2009 1,129,000 468,800  41.52% 1,313,300

Because 2008 was the year of transition for GASB Statement No. 45, requirements of GASB Statement
No. 45 has been implemented prospectively; therefore, the above illustration does not reflect similar
information respective of the year ending September 30, 2007.
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OTHER POST EMPLOYMENT BENEFITS (Continued)

Funding Status and Funding Progress

As of October 1, 2009, the most recent actuarial valuation date, the funded status of the Plan was as
follows:

Actuarial Value of Asset -

Actuarial Accrued Liability (AAL) $ 10,135,000
Unfunded Actuarial Accrued Liability (UAAL) $ 10,135,000
Funded Ratio 0.00%
Covered Payroll $ 13,342,472
Unfunded Actuarial Accrued Liability as a

Percentage of Covered Payroll 75.96%

Actuarial valuations of an ongoing plan involve estimates of the value of reported amounts and
assumptions about the probability of occurrence of events far into the future. Examples include
assumptions about future employment, mortality, and the healthcare cost trend. Amounts determined
regarding the funded status of the Plan and the annual required contributions of the employer are subject
to continual revision as actual results are compared with past expectations and new estimates are made
about the future. Actuarial calculations reflect a long-term perspective. Calculations are based on the
plan in effect at October 1, 2009. The assumptions used in the October 1, 2009 actuarial valuation are as
follows:

Cost Method Projected Unit Credit
Actuarial Asset Valuation Method Market Value of Assets
Assumed Rate of Return on Investments 4.50%
Medical Cost Trend Rate 10.00%
Ultimate Medical Cost Trend Rate 5.00%

Year of Ultimate Trend Rate 2017
Amortization Method Level dollar, closed
Remaining Amortization Period 30 years
Payroll Inflation Rate 2.50%

The schedule of funding progress, presented as RSI following the notes to the financial statements, is to
present multiyear trend information about whether the actuarial value of Plan assets is increasing or
decreasing over time relative to the actuarial accrued liability for benefits. Additionally, because 2008
was the year of transition for GASB Statement No. 45, requirements of GASB Statement No. 45 have
been implemented prospectively; therefore, the RSI only reflects similar information respective of the
years ending September 30, 2008 and 2009.
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NOTE 10.

NOTE 11.

NOTE 12.

DEFERRED COMPENSATION PLAN

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.

RISK MANAGEMENT

The City 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. A specific stop loss agreement is in effect with an outside insurance company. This will cover
claims exceeding $125,000 per eligible employee per year with an outside company. As of September
30, 2008, 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
expenditure. For insured programs, there have been no significant reductions in insurance coverage.
Settlement amounts have not exceeded insurance coverage for the current year or the three prior years.

COMMITMENTS AND CONTINGENCIES

Grant 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.

During the fiscal year ended September 30, 2009, a contingent liability was determined in the CDBG
program of the City. The City was not properly monitoring the rehabilitation of certain houses in the
program. The construction was done by one contractor during the fiscal year ended September 30, 2009.
The City has determined by reviewing the payments made to the contractor that the City will have to
remit back to the United States Department of Housing and Development or incur additional costs to
complete the rehabilitation of the houses. The amount of expenditures which may be disallowed by the
grantor or that the City expects to pay out to complete the rehabilitation of the homes is approximately
$500,000. This contingent liability has been recorded on the Statement of Net Assets for the year ended
September 30, 2009.

The City is a defendant in various litigations of which legal counsel and City management are 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.
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NOTE 13. PRIOR PERIOD ADJUSTMENT

The City has determined that a restatement of the fund balance of the General Fund and the non-major
governmental fund, the Museum Fund, is required to reflect corrections to beginning balances of
compensated absences and prepaid items. Compensated absences of $533,759 in the General Fund and
$87,531 in the Museum Fund were improperly recognized in the September 30, 2008 financial statements
in error, resulting in an overall understatement of fund balance. These amounts were not due and payable
and did not meet the definition of a governmental fund liability. Also, prepaid items of $150,916 in the
General Fund and $50,000 in the Museum Fund were not properly recognized in the September 30, 2008
financial statements in error, resulting in an overall understatement of fund balance. The OPEB
obligation for the year ended September 30, 2008 was not properly recorded in the Government Wide
Statements. The obligation did not include the reduction of actual contributions of $475,500 paid by the
City during the year ending September 30, 2008.

Fund Balance, General Fund, September 30, 2008, as previously reported $ 12,806,468
Adjustment for proper recognition of compensated absences 533,759
Adjustment for proper recognition of prepaid items 150,916

Fund Balance, General Fund, September 30, 2008, as restated $ 13,491,143

Fund Balance, Non-major governmental funds, September 30, 2008, as previously reported $ 2,430,556
Adjustment for proper recognition of compensated absences 87,531
Adjustment for proper recognition of prepaid items 50,000

Fund Balance, Non-major governmental funds, September 30, 2008, as restated $ 2,568,087

Fund Balance, Museum Fund, September 30, 2008, as previously reported $ 466,194
Adjustment for proper recognition of compensated absences 87,531
Adjustment for proper recognition of prepaid items 50,000

Fund Balance, Museum Fund, September 30, 2008, as restated $ 603,725

Governmental Activities, September 30, 2008, as previously reported $ 99,421,557
Adjustment for proper recognition of OPEB contributions 475,500
Adjustment for proper recognition of prepaid items 50,000

Governmental Activities, September 30, 2008, as restated $ 99,947,057

57



REQUIRED SUPPLEMENTARY INFORMATION




CITY OF ROME, GEORGIA
REQUIRED SUPPLEMENTARY INFORMATION
For the Fiscal Year Ended September 30, 2009

SCHEDULES OF FUNDING PROGRESS

Retirement Systems of Alabama

(6)
(1) 2 3) “ 6) UAAL as a
Actuarial Actuarial Actuarial Funded Over (Under) Annual Percentage of
Valuation Value Accrued Ratio Funded (UAAL) Covered Covered
Date of Assets Liability (AAL) (1)/(2) (2)-(1) Payroll Payroll
9/30/2003 16,961,666 18,435,404 92.01% (1,473,738) 6,822,762 -21.60%
9/30/2004 17,447,094 18,952,761 92.06% (1,505,667) 7,096,260 -21.22%
9/30/2005 18,240,270 19,908,877 91.62% (1,668,607) 6,863,095 -24.31%
9/30/2006 19,027,654 20,685,845 91.98% (1,658,191) 6,952,331 -23.85%
9/30/2007 19,804,701 21,957,493 90.20% (2,152,792) 6,870,025 -31.34%
9/30/2008 19,966,441 23,330,034 85.58% (3,363,593) 7,696,743 -43.70%
Note: See assumptions used for these schedules disclosed in the notes to the financial statements.
Police and Firefighters Retirement Fund of the City of Anniston
(6)
(1) 2 3) “ 6) UAAL as a
Actuarial Actuarial Actuarial Funded Over (Under) Annual Percentage of
Valuation Value Accrued Ratio Funded (UAAL) Covered Covered
Date of Assets Liability (AAL) (1)/(2) (2)-(1) Payroll Payroll
10/1/2001 $ 23,846,591 $ 38,531,561 61.89% $(14,684,970) $ 5,647,923 -260.01%
10/1/2003 25,704,942 39,873,805 64.47% (14,168,863) 5,565,899 -254.57%
10/1/2005 24,632,743 42,810,623 57.54% (18,177,880) 6,249,403 -290.87%
10/1/2007 27,089,478 49,792,153 54.41% (22,702,675) 6,665,540 -340.60%
10/1/2009 20,471,581 55,360,777 36.98% (34,889,196) 7,854,449 -444.20%
Note: See assumptions used for these schedules disclosed in the notes to the financial statements.
OPEB Health Care Plan
(6)
(1) 2 3) “ 6) UAAL as a
Actuarial Actuarial Actuarial Funded Over (Under) Annual Percentage of
Valuation Value Accrued Ratio Funded (UAAL) Covered Covered
Date of Assets Liability (AAL) (1)/(2) (2)-(1) Payroll Payroll
10/1/2007** $ - $ 12,216,500 0.00% $(12,216,500) 13,085,683 -93.36%
10/1/2009 - 10,135,000 0.00% (10,135,000) 13,342,472 -75.96%

Note: See assumptions used for these schedules disclosed in the notes to the financial statements.

**First year of implementation

58



COMBINING FUND STATEMENTS
NONMAJOR GOVERNMENTAL FUNDS




e ——

e —

65

8C8°LYSC $ “v8T 6!l $ PLEYSEE $ - SHONVIVE ANNA ANV SHILTTIIVIT TVILOL
001°8LY'T 169°LS 6v¥°0TrT - Sadueeq puny [€10[,
001°€0v°C 1S9°LS 6V¥SYET - pojeusisopu)
000°SL - 000°SL - swopr predaid
110 POAISSSY
SHONVIVE ANNA
85L°690°T £€9°¢ET STIVE6 - SOII[IGEY [B10L
LIT'LS6 £66°91 ¥zTiocs - spung 12130 03 an(y
- - - - SJUSWUILA0S 1210 03 an(]
000°T - 000°T - anusAal patieje(f
TEL°ST - TEL°ST - SOUI[IGEL] pantooy
018°56 $ 0r9°8 $ 0LT’L8 $ - aqeded syunoooy
SOHIIqer]
SHONVIVE ANNA ANV SHLLITIIVIT
S S S Sioveee S - siasse [B10],
000°SL - 000°SL - swot predaig
161°0v¥ TTT08 696°65€ - SJUOTIUIOA0S JOYJ0 WOLJ an(]
66T e 790°€T1 LETTTE - Spuny JS30 WOy an(y
6T1°s - 6T1°s - S[qBATISdAI IS U]
607°56 - 60T°S6 - 9]qeAT2021 SHUNOIOY
[aaal - [aaal - SO[QTIOS[[OOUN JOF SOUBMO[[E JO JOU “DJqRAIS0AT SOXB],
T6THST - T6THST - SJUSU)SOAU]
YI€°62€T $ - $ Y1€°6€T $ - yseD
SLASSV
spuny| (pun,j yudwdsoadury spuny| spunj
[EIUSUIUIIA0L) rende)) ANUIANY [e1radg ERIINETSETEY (¢
JolewruoN spuny JolewuoN Jolewruoy
reoL spafoug rende)
Joflewruo N
SPUnN,| [EIUILIIA0L) JolEuuoN
6007 ‘0¢ Joquidydog

SANNA TVIINTHINNHTAOD HOLVIANON
LATHTHS IONVIVE ONINIFINOD
VIAVEAVTV ‘NOLSINNY 40 ALLD



09

001°8LY T 169°LS 6V¥°0TYT $ - $
L80°895°C 698°76 81TTHO°1 -
(L86°68) (817°898) T€T8LL -

7S6°016°T 1€7°¢L 9T1LLL S00°09€°T
(€20°9LS) - (€20°9L8) -

$L6980T 1€T°¢L 6£L°€S9 S00°09€°T
(6£6°009°T) (6t+°1¥6) STS00L (500°09¢°T)
TLSILL'S I61°CET°T 9L£°€8T°¢ S00°09€°T

01£T - - 01£C

6v6 11 - - 6v6 P11

L THTT - - FLTHTT
I61°CET°T I61°CET°T - -

£60°86 - £60°86 -

66 - W6TL6 -

80°€00°T - 80Y°€00°T -

1€F°9TS - 1€F°91S -

0STHL - T0S°THL -

€EOSLIY TL161 168°€86°C -

6S1°76T - 65176T -

0ST°cT - 0ST€T -

8ST°L09 - 8ST°L09 -

¥r6r9T - ¥r6°49T -

079686 - 079686 -

205°966°T TrL161 09L708°T $ - $

spunyjy (puny yudurdsoadury spuny spuny
[EIUDUNLIIAOL) rende)) aNuAAY [eradg IAIIG 192
Jolewruoy spuny Jolewuo N Joflewruo N
oL sprafoug rende)
JolewuoN
spuny [e) 12409 Jof! N

UVHA 4O ANH - SHONVIVH ANNA
AALVISTY VAKX 40 ONINNIDIL - SAINVIVE NI
SHONVIVE ANNA NI HDONVHD LAN

NO sIofsuel],
Ul sIoJsuel],

SHSN ANV SHOUNOS ONIONVNIA HIHLO

STANLIANAIXH YIAO
SHONTATA 40 (ADNHIDIAA@ SSTOXH

STANLIANAIXH TV.LOL

soS1eyo YO
Jsa10ju]
[edroutig
1901AI88 199(]
Kepno repde)
JUSUIIISAOS [eIoUsD)
juowdojorop Sursnop]
UOIBAIOAI PUE [eIN)[N))
[erotpnf
Kyoyes o1qng
STIANLIANAIXA

SHANTATA TV.LOL

SNOSUB[[DOSTI
pauIes 3s210)u]
soxe],
$00IAI0S JOJ $081RYD)
$OIN)IDJI0] pUe SOUL]
[BIUS WIS AOSINU]
SHANTATA

AINVIVE ANNA NI STONVHD ANV STINLIANAIXT ‘SAONTATYE A0 INTNALYV.LS DONINIGINOD

6002 ‘0€ 19qud3dag papug avaX [6ISL Y3 10
SANNA TVINTANTIAOD JOLVINNON

VIAVEVTV ‘NOLSINNV A0 ALLD



19

617°LST $ YEE6ES $ ¥89°06 $ 08T°LYT $ TTL'ESL

$8S°€T 61L°C08 789°06 8L6°SE 80L°€9L

$8S°€T 6¥L°C08 ¥89°06 8L6°SE 80.°889

- - - - 000°SL

YE€9°€ET $8S°eE - Z0€ 111 $10°0Z

000°T - - - -

€T1°7€T cgs'ee - TOETIT -

1S - - - 0TT'ST

- - - - ¥08y

61CLST $ TEE 6€8 $ 89°06 $ 08T LYl $ TTLE8L

- - - - 000°SL

SSTYST - - 9SLTT 6519

- - - - 6ZT°S

- - YTyt - -

- - - - T6TYST

¥96°C YEE'6ES 097°9L YTSSET THTEPS
punyg punyg XeJ, punyg punyg
DgaD SN, seD JUI) aurjoses) wnasnjAl

rwIRqR[Y LIEYEIN

spuny anuaARy [enads

SHONVIVH
ANNA ANV SHILI'TIEVI'T 'TV.LOL

seoueeq puny [ejo],
pajeuSisapun ‘pastesaIun
syt predarg
110J POATOSOY
SHONVIVE ANNA

SORIIQEY [E10],
anuoaAal paraje
spunj 1ayjo 0} an(g
SJUQUIUIOAOS o110 0} an(]
SORIIQEY paniody
o[qeAed sjunoooy
SeRIIqer]

SHONVIVE ANNA ANV SHILI'TIEVI'T

sjasse [e)0],

syt predard

SJUSUILIOA0S Ta1])0 WO an(
spunj 1oyjo woxg an(g
QAT 152IAIU]
2]qPAIR9AT SJUNOOOY
OJqPAIROAI SOXE],
STUSUISOAU]

gse)

SLUSSV

6002 ‘0€ Pquadag
SANNA TVINTANIIAOD HANIATY TVIDAdS YOLVINNON
LATHS IDNVIVE ONINIINOD
VINVIVTV ‘NOLSINNY A0 ALLD



79

STI'LE scgese  $ 8ev oe 69¥°€€T $ ¥90°¢ $ 189 $
- - 06S v 697 ‘€ET 608 -
- - 06Sy 69V €€l 608 -
STI'LE SS8ESE 8181 - SSTY 15
TLETE T0¥°S6T 8r8°1TE - SSTY -
YSL'S £51°8S - - - 1¢
STT'Le SRS 8¢V 9¢ 691 €€l $ ¥90°¢ $ 189 $
STI'LE TSEeE - - - -
- €05°0Z€ - - - 1¢
- - 8ev oe 69V °€ET ¥90°¢ -
FUTRTS) punyg punyg pung LUy ANUIANY e
Surure.y, ERROY | $)9SSY PIZIdS $)9SSY PIZIAS 14n0)) IPYS
qor jse], Snag Avs [edapag [edduniy Kduagrowryg

spun, anudAR [eradsg

SHONVIVE
ANA ANV SHILI'TISVI'T TV.LOL

saoue[eq punj [ejo],
PpajeuSIsopun ‘poAIasorun)
swo)1 predaig
110J PeATasOY
SHONVIVE ANNA

SORMIQEY [e10],
anuaAal pareje
spuny Jo1jo 03 ang
SJUSUILIOA0S Ja10 0] an(]
SORIIQEY paniooy
a[qeAed sjunoooy
SORMIqer]

SHONVIVE ANNA ANV SHILI'TIEVI'T

$1988€ [2I0],

syt predaig

SJUSUILIOAOS Jo1[10 WO an(
spuny Jo1jo wox ancg
QAT 152I0IU]
9]qEAI021 STUNOVOY
OJqPAIRAI SOXE],
SIUSUISIAUT

gse)

SLASSV

6007 ‘0€ Toquiaydog
SANNA TVINIANIIAOD HANAATY TVIDEdS YOLVIANON

LHHAHS HONVIVE DONINIFINOD
VIAVEVTY ‘NOLSINNY 40 ALID



€9

PLEPSE'E 6£C TLT'679 ocTI'€T  $ 99LLT $ - $ - $ SHONVIVH
ANOA ANV SHLLI'TIGVIT TVLOL
677 0THT 6€C 9TH'119 S61 - (F£6°81) (6£0°T) $20UETeq PUNJ [210T,
67 STET 6€C 9TH119 S61 - (re6'8t) (6£0°T) PJeUSISOpUN PIAIDSAIUN)
000°SL - - - - - - swat predaig
110J paAIasay
SHONVIVE ANNA
STIvE6 - 96L°LT 1967 99L°L1 $£6'8% 6£0°T SOIITIqeT] [e10],
OOOJ - - - - - - ANUAT PATIJ(T
$2T0€8 - PIYLT 196°CC - $£6°81 6£0°T spunj 13yjo 01 an(g
- - - - - - - STUSWIUIOA0T 19110 03 an(]
TELST - - - - - - SOI[IQRT] PINIOY
OLT'L8 - (443 - 99L°LT - - s[qeAed syunosy
SONIIqer
SHONVIVE ANOA ANV SHLLI'TIGVI'T
VLo TeEE 6EC TLT609 osTeC S 9Ll 5 - s - S $1955¢ [EI0L
000°SL - - - - - - swayr predaid
696°6S€ - - - TTELT - - STUOWIUIOA0T JOUJ0 WOIJ on(]
LETITE 6¢£C - - 1444 - - spunj JoU3o woIy anJ
6Z1°S - - - - - A[QEAI0Y 1SAIU
mONnmm - mONnmm - - - - A[qEAT223T SJUNOIIY
[ Z4Aa! - - - - - - 9[QBAIAT SAXE],
T6THST - - - - - - SJUSUIISSAU]
PIE6Z€T - £96°€€S 96T€T - - - yseD
SLASSV
spuny pung pung pung pung pung pung
aNuUAIY [e1dads R uro] SUIA[0AYY] R urI) L0007 JuRED) JURID) JSIA
Jo[ewruonN aonsnp auakg ovdnN ovr rodary podary Joouadydqng
=01, spun,] anudAY [erdadg
6007 ‘0€ Toquiaydog

SANNA TVINHANYHAOD ANNTATY 'TVIOHAdS HOLVIANON

LHHAHS HONVIVE DONINIFINOD

VIAVEVTY ‘NOLSINNY 40 ALID



79

4 $ 6¥L°508 $ #89°06 $ 8L6°SE $ 80L°EIL
8SI49 £8L%06 SOL6IT (055°€60) STLE09
(gL8°0%) 996°00€ (120'60) 8TS°6CE £86°6ST

- - (s60°761) S60 6T -

- - (s60°761) - -

- - - S60F61 -

(¢Ls°0t) 996°00€ rLOS9T £EPCET £86°651
S6£°T68 - - - PEEYSE
S6£°T68 - - - -

- - - - rEEYSe
TT8°058 996°00€ ¥L0°C91 €EHSEl LIEPITT
656 - - - 785811
88T 91+T Iss £00T 1108
- 055°86¢ 8LT°0S1 0St eel 000°ST
- - S7ad - 669°0ST
119°6£8 $ - $ - $ - $ $T0°T89

puny puny XeJ, puny puny
naaAD snay, sen) Jua)) aurjoser) WN3sNIA
vweqe[y U2AdS

SpunyJ anudAdY [eadg

UVHA 10 ANH - SHONVIVH ANNA

AALVISTY “UVIA 40 DNINNIOHE - SHONVIVE ONNA
SHONVIVH AN1A NT HDONVHOD LIN

(SHSN) SADANOS
ONIONVNII SAHLO TVIOL

mo wu@%mﬁw‘ﬂﬁ
ur sI9Jsuer],
$10SSE JO S[BS WOLJ SPasd0L]
(SASN) SADANOS ONIONVNIA ATHLO

SHANLIANAIXH JHAO
SHANTATA A0 (AINHIDIAAD SSHIXH

SHANLIANIIXH TV.LOL

JUSUWILIDAOS [RISUDL)

Juswdoronrop pue Sursnopy

UOTLOI00I pUE SINJ[N))

Lypges oqng

[erotpng
SHANLIANHIXH

SHANHAHYA TVILOL

SNOSUEJ[OOSIIA]
pauIes jsorou]
SOXE],
$00TIAI0S 10] $951e1))
SOINJIOJI0,] puR SOUL,]
[eIUOWLIOA0SIS)UT
SHANHAHA

6007 ‘0€ 1oquaydog popuy 1 X (LISl Ay} dog
SANNA TVINTNNITAOD HANTATH TVIODALS HOLVIANON
HONVIVE ANAQA NI STONVHD ANV
STANLIANAIXT ‘SHANTATH 40 INTIWALY LS ONINIFINOD
VINVAVTV ‘NOLSINNV 40 ALID



€9

- $ 065y $ 691°¢El $

- $ 608
(990°7) (820°0¢) 8EEL 0$8°€T1 (8€0°rL)
990°C 820°0¢ (8+L°C) 6196 LY8YL
- €9L°0SF - - (826°18¢)
- - - - (826°18¢)
- €9L°0St - - -
990°C (seLozy) (8+L°C) 619°6 SLLOSH
£60°86 £56169 €0L°01 - 1€F°91¢
£60°86 - - -
- £56169 €0L°0T - -
- - - - 1€F°916
6S1°001 8IT°ILT SS6°L 6196 90T €L6
- 812°9¢€1 - - -
- - 011 s 6£S
- - SPS°L 801°6 L99TLG
65T°00T  $ 000°S€T  $ - $ - $ -
JueR.I) puny puny puny L>uady ANUSAY Jue.an)
Sururea], ada0y] $)9SSY pozIag $19SSY pazRg 3In0)) RSN
qor yse T, Sna ae)g [e1apag [eddiungy K>uad soury

SpunyJ anudAdy [eadg

UVHA 10 ANH - SHONVIVH ANNA

AALVISTY “UVIA 40 DNINNIOHE - SHONVIVE ONNA
SHONVIVH AN1A NT HDONVHOD LIN

(SHSN) SADANOS
ONIONVNII SAHLO TVIOL

mo wu@%mﬁw‘ﬂﬁ
ur sI9Jsuer],
$10SSE JO S[BS WO SPa3d0i]
(SASN) SADANOS ONIONVNIA ATHLO

SHANLIANAIXH JHAO
SHANHAT A0 (ADNHIDIAAD SSHDXH

SHANLIANIIXH TV.LOL

JUSUWILIDAOS [RISUDL)

Juswdoponop pue Sursnop]

UOTLOI00I pUE SINJ[N))

Lypges oqng

[erotpng
SHANLIANAIXH

SHANHAHYA TVILOL

SNOSUEJ[OOSIIA]
pauIes jsorou]
SOXE],
$00TIAI0S 10] $951e1))
$0INJI0JI0,] puR SOUL,]
[eIUOWLIOA0SIS)UT
SHANHAHA

600 ‘0€ 19qu)dag papuy Jedx [eIs] 9Y3 10g

SANNA TVINTNNITTAOD HANTATH TVIDALS HOLVIANON

HONVIVE ANAQA NI STONVHD ANV

STIANLIANAIXT ‘SAONTATA A0 INTWHALVLS ONINITFINOD

VINVAVTV ‘NOLSINNV 40 ALID



6VF°0THT 6€T $ 9TF 119 $ S61 $ - $  (ree8y)  $ (6£0°T) $
81TTHY°1 6€C 201°819 - - - -

[€T8LL - (989°9) 61 - (re6°8t) (6£0°T)
9IL°LL - - - (a4 - LEV'S
(€20°9LS) - - - - - -

6EL°€S9 - - - Yt - LEV'S
SIS00L - (989°9) 61 (rrr) (re6°8¥) (9Lt°6)
9LE°€8T°C - 18L°€1 U6 99L°LT vLO'6Y ¥L891
£60°86 - - - - - -

6T - 18L°€1 - 99L°LT - -

801°£00°T - - - - ¥LO6Y -

08 TL - - U6 - - ¥L891
1€7°91¢ - - - - - -

168°€86°¢ - S60°L L9T°ET LT or1 86¢°L
65146 - - - - - -

0ST°€T - S60°L 29 - - -

8ST°L09 - - - - - -

69T - - - - - -

079°686 - - - - - -

09L708°T - $ - $ cor°eT  $ TCELT % or1 $ 86€°L $

m—u—-:,m —u—:-,m —u—:-,m —u—:-,m —u—:-,m —u—:-,m —u—:-,m
®==®>®N~ ——m_uwmw aﬂﬂhw :-NO‘H w=_>_o>wﬂm jue th jue th bccﬂ aﬂﬂhw aﬂﬂhw ammw\w
Jolewruoy dnsnp sWIAg VAN ovr prodary prodary Joouadyoqng
—NHO,H m—u—:-,m ®==®>®N~ —N_uwmw

UVHA 10 ANH - SHONVIVH ANNA

AALVISTY “UVIA 40 DNINNIOHE - SHONVIVE ONNA
SHONVIVH AN1A NT HDONVHOD LIN

(SHSN) SADANOS
ONIONVNII SAHLO TVIOL

mo wu@%mﬁw‘ﬂﬁ
ur sI9Jsuer],
$10SSE JO S[BS WO SPa3d0i]
(SASN) SADANOS ONIONVNIA ATHLO

SHANLIANAIXH JHAO
SHANHAT A0 (ADNHIDIAAD SSHDXH

SHANLIANIIXH TV.LOL

JUSUWILIDAOS [RISUDL)

Juswdoponop pue Sursnop]

UOTLOI00I pUE SINJ[N))

Lypges oqng

[erotpng
SHANLIANAIXH

SHANHAHYA TVILOL

SNOSUEJ[OOSIIA]
pauIes jsorou]
SOXE],
$00TIAI0S 10] $951e1))
$0INJI0JI0,] puR SOUL,]
[eIUOWLIOA0SIS)UT
SHANHAHA

6007 ‘0€ 19qu)dag papuy Jedx [Is Y3 104
AONVIVE NN NI STONVHD ANV

VINVAVTV ‘NOLSINNYV 40 ALID

SANNA TVINTNNITAOD HANTATYH TVIDALS HOLVIANON

STANLIANAIXT ‘SAONTATA A0 INTWALVLS ONINITFINOD



CITY OF ANNISTON, ALABAMA

REPORT OF INDEPENDENT CERTIFIED
PUBLIC ACCOUNTANTS IN ACCORDANCE
WITH THE SINGLE AUDIT ACT AND
GOVERNMENT AUDITING STANDARDS

SEPTEMBER 30, 2009



CITY OF ANNISTON, ALABAMA

SINGLE AUDIT OF FEDERAL PROGRAMS
FOR THE YEAR ENDED SEPTEMBER 30, 2009

TABLE OF CONTENTS

Page

INDEPENDENT AUDITOR’S 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 . ..ottt ettt nes land?2
INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE WITH REQUIREMENTS

APPLICABLE TO EACH MAJOR PROGRAM AND ON INTERNAL CONTROL

OVER COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133 ... 3-5
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS ...ttt ettt e st 6
NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS ...t 7

SCHEDULE OF FINDINGS AND QUESTIONED COSTS ..ottt 8-11



AULDIN
& ENKINS

CerTIFIED PUuBLIC AccounTaNnTs, LLC

INDEPENDENT AUDITOR’S 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

Board of Commissioners
City of Anniston, Alabama
Anniston, Alabama

We have audited the financial statements of the governmental activities, the discretely presented
component units, each major fund, and the aggregate remaining fund information of the City of Anniston,
Alabama as of and for the year ended September 30, 2009, which collectively comprise the City of Anniston,
Alabama’s basic financial statements and have issued our report thereon dated October 31, 2011. We did not
audit the financial statements of the Anniston City School Board, the Public Library of Anniston/Calhoun
County, and the Farley L. Berman Foundation Inc., which represents 97% and 98%, respectively, of the assets
and revenue of the aggregate discretely presented component units. We did not audit the financial statements of
the Policemen’s and Firemen’s Retirement Fund, which represents 100% and 100%, respectively, of the
fiduciary funds. Those financial statements were audited by other auditors whose reports have been furnished to
us. 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.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the City of Anniston, Alabama’s internal
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 internal control over financial reporting.

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 entity’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 entity’s financial statements that is more than inconsequential will not be
prevented or detected by the entity’s internal control.
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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 entity’s internal control.

Our consideration of the 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. We did not identify any deficiencies in
internal control over financial reporting that we consider to be material weaknesses, as defined above.

A significant deficiency is a deficiency or a combination of deficiencies in internal control that is
less severe than a material weakness, yet important enough to merit attention by those charged with governance.
We consider the deficiency in the accompanying schedule of findings and questioned costs as item 2009-1 to be a
significant deficiency.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the 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 no instances of noncompliance or other matters that are required to be
reported under Government Auditing Standards.

The City of Anniston, Alabama’s responses to the findings identified in our audit are described in
the accompanying schedule of findings and questioned costs. We did not audit the City of Anniston, Alabama’s
responses and, accordingly, we express no opinion on them.

This report is intended solely for the information and use of the members of the City Council,

management of the City of Anniston, Alabama and federal awarding agencies and pass-through entities and is not
intended to be and should not be used by anyone other than these specified parties.

ez ¢ Gprhina xxe

Albany, Georgia
October 31, 2011



AULDIN
& JENKINS

CERTIFIED PuBLIC AccounTanTs, LLC

INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE WITH REQUIREMENTS
APPLICABLE TO EACH MAJOR PROGRAM AND ON INTERNAL CONTROL
OVER COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133

Board of Commissioners
City of Anniston, Alabama
Anniston, Alabama

Compliance

We have audited the compliance of the City of Anniston, Alabama with the types of compliance
requirements described in the U.S. Office of Management and Budget (OMB) Circular A-133 Compliance
Supplement that are applicable to each of its major federal programs for the year ended September 30, 2009. The
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 the City
of Anniston, Alabama’s management. Our responsibility is to express an opinion on the 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-133, Audits of States,
Local Governments, and Non-Profit Organizations. Those standards and OMB Circular A-133 require that we
plan and perform the audit to obtain reasonable assurance about whether noncompliance with the types of
compliance requirements referred to above that could have a direct and material effect on a major federal program
occurred. An audit includes examining, on a test basis, evidence about the City 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 of the City of Anniston, Alabama's compliance with those requirements.

In our opinion, the 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, 2009. However, the results of our auditing procedures disclosed instances of noncompliance with
those requirements, which are described in the accompanying schedule of findings and questioned costs as items
2009-2 through 2009-4.
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Internal Control Over Compliance

The management of the 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 the City of Anniston,
Alabama'’s internal control over compliance with the 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, but not for the purpose of expressing an opinion on the effectiveness of internal control over
compliance. Accordingly, we do not express an opinion on the effectiveness of the City of Anniston, Alabama’s
internal control over compliance.

A control deficiency in an entity’s internal control over compliance 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 noncompliance with a type of compliance requirement of a federal
program on a timely basis. A significant deficiency is a control deficiency, or combination of control deficiencies,
that adversely affects the entity’s ability to administer a federal program such that there is more than a remote
likelihood that noncompliance with a type of compliance requirement of a federal program that is more than
inconsequential will not be prevented or detected by the entity’s internal control. A material weakness is a
significant deficiency, or combination of significant deficiencies, that results in more than a remote likelihood that
material noncompliance with a type of compliance requirement of a federal program will not be prevented or
detected by the entity’s internal control.

Our consideration of internal control over compliance 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. We did not identify any deficiencies in internal control over
compliance that we consider to be material weaknesses, as defined above. However, we identified certain
deficiencies in internal control over compliance that we consider to be significant deficiencies as described in the
accompanying schedule of findings and questioned costs as items 2009-2 through 2009-4. A significant
deficiency in internal control over compliance is a deficiency, or a combination of deficiencies, in internal control
over compliance with a type of compliance requirement of a federal program that is less severe than a material
weakness in internal control over compliance, yet important enough to merit attention by those charged with
governance.



Schedule of Expenditures of Federal Awards

We have audited the financial statements 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 and for the year ended September 30, 2009, and have issued our report thereon dated
October 31, 2011. Our audit was performed for the purpose of forming our opinions on the financial statements
that collectively comprise City of Anniston, Alabama’s basic financial statements. The accompanying schedule
of expenditures of federal awards is presented for purposes of additional analysis as required by OMB Circular A-
133 and is not a required part of the basic financial statements. Such information has been subjected to the
auditing procedures applied in the audit of the basic financial statements and, in our opinion, is fairly stated, in all
material respects, in relation to the basic financial statements taken as a whole.

The City of Anniston, Alabama’s responses to the findings identified in our audit are described in
the accompanying schedule of findings and questioned costs. We did not audit the City of Anniston, Alabama’s
responses and, accordingly, we express no opinion on them.

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

e ¢ Gprlinar xxc

Albany, Georgia
October 31, 2011



CITY OF ANNISTON, ALABAMA

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE FISCAL YEAR ENDED SEPTEMBER 30, 2009

Federal Grantor/Pass-Through Program Title

U.S. Department of Transportation
Passed through the Alabama Department
of Transportation:
2009 Airport Grant

Hillyer Robinson Industrial Parkway & Frank Akers Road - MPO
AL Highway 21 & Baltzell Gate Road - MPO
Lenlock Lane & Bill Robinson Parkway - MPO
AL Highway 21 & Lenlock Lane - MPO
Noble Street & Greenbrier Dear Road - MPO
Subtotal Highway Planning and Construction

Total U.S. Department of Transportation

U.S. Department of Justice
Direct Award
Justice Assistance Grant
Justice Assistance Grant - Recovery Act
Bulletproof Vest Partnership Program
Edward Byrne Memorial State & Local Law Enforcment Assistance
Subtotal Direct Awards

Passed through Alabama Department of Economic and Community Affairs
Drug Control and System Improvement Grant
Subtotal Alabama Department of Economic and Community Affairs

Total U.S. Department of Justice

U.S. Department of Housing and Urban Development
Direct Award
Community Development Block Grants
Community Development Block Grants - Recovery Act
Total U.S. Department of Housing and Urban Development

U.S. Department of Health and Human Services

Passed through East Alabama Regional Planning and Development Commission

Grants for Supportive Services and Senior Citizens
Total U.S. Department of Health and Human Services

U.S. Environmental Protection Agency
Direct Award
Brownfields Grant
Brownfields Job Training Grant
Total U.S. Environmental Protection Agency

Total Expenditures of Federal Awards

CFDA
Number Expenditures

20.106 16,878
20.205 44,329
20.205 7,086
20.205 7,969
20.205 7,294
20.205 5,880
72,558
89,436
16.738 22,972
16.804 48,161
16.607 8,437
16.580 48,679
128,249
16.579 135,000
135,000
263,249
14.218 879,907
14.253 11,488
891,395
93.044 12,846
12,846
66.814 167,570
66.814 98,094
265,664
1,522,590




CITY OF ANNISTON, ALABAMA

NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED SEPTEMBER 30, 2009

NOTE 1.

NOTE 2.

BASIS OF PRESENTATION

The accompanying schedule of expenditures of federal awards includes the federal grant activity of
the City of Anniston, Alabama (the “City”) and is presented on the modified accrual basis of
accounting. The information in this schedule is presented in accordance with the requirements of
OMB Circular A-133, “Audits of States, Local Governments and Non-Profit Organizations.”
Therefore, some amounts presented in this schedule may differ from amounts presented in, or used in
the preparation of, the financial statements.

SUBRECIPIENTS

During the fiscal year ended September 30, 2009, disbursements were made to subrecipients of the
following grant program:

Program CFDA Amount

Community Development Block Grant Cluster 14.218 and 14.253 $ 104,714



CITY OF ANNISTON, ALABAMA

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED SEPTEMBER 30, 2009

SECTION I
SUMMARY OF AUDIT RESULTS

Financial Statements
Type of auditor’s report issued Ungqualified

Internal control over financial reporting:
Material weaknesses identified? yes X __no

Significant deficiencies identified not considered
to be material weaknesses? X yes none reported

Noncompliance material to financial statements noted? yes X __no

Federal Awards
Internal Control over major programs:
Material weaknesses identified? yes X _no

Significant deficiencies identified not considered
to be material weaknesses? X yes no

Type of auditor’s report issued on compliance for
major programs Ungqualified

Any audit findings disclosed that are required to

be reported in accordance with OMB Circular

A-133, Section 510(a)? X yes no
Identification of major programs:

CFEDA Number Name of Federal Program or Cluster
14.218, 14.253 Community Development Block Grant Cluster

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

Auditee qualified as low-risk auditee? X yes no




CITY OF ANNISTON, ALABAMA

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED SEPTEMBER 30, 2009

Section Il — Financial Statement Findings and Responses
2009 — 1. Adjusting Journal Entries

Criteria: Significant balances and transactions in any operation should be recorded, reconciled, reviewed and
adjusted on a monthly basis. Specifically, certain payments made to vendors which reflect costs applicable to a
future period which should be recorded as prepaid items and accrued compensated absences that should not be
recorded in governmental type funds in accordance with the modified accrual basis of accounting.

Condition: The City did not properly adjust prepaid items and improperly recorded compensated absences in
governmental type funds as of September 30, 2009.

Effect: Adjustments to increase prepaid items in the amount of $48,017 and decrease expenditures in the same
amount were required to be recorded. An adjustment to decrease accrued compensated absences in the amount of
$87,531 and increase fund balance in the same amount was required to be recorded.

Cause: The City did not review prepaid items to determine reporting in the proper period and included accrued
compensated absences in a governmental type fund.

Recommendation: We recommend the City review all transactions to ensure items are being recorded in the
proper period and verify items are being recorded in accordance with the modified accrual basis of accounting.

Views of Responsible Officials and Planned Corrective Action: We concur. Procedures will be implemented to
verify all items are being recorded in the proper period and in accordance with the modified accrual basis of
accounting.

Section 111 - Federal Awards Findings and Questioned Costs

2009 — 2. Failure to Comply with the Requirements of Procurement

Federal Program Information: CFDA No. 14.218 and CFDA No. 14.253, U.S. Department of Housing and
Urban Development — Community Development Block Grant Cluster FY 2009

Criteria: OMB Circular A-133 and the Single Audit Act prohibits from contracting with or making subawards
under covered transactions to parties that are suspended or debarred or whose principals are suspended or
debarred. Additionally, contract files should include documentation that verifies the significant history of the
procurement process, including documentation of the rationale to limit competition in those cases where
competition was limited and ascertain if the limitation was justified.



CITY OF ANNISTON, ALABAMA

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED SEPTEMBER 30, 2009

Section 111 - Federal Awards Findings and Questioned Costs (Continued)

2009 — 2. Failure to Comply with the Requirements of Procurement (Continued)

Condition: For the year ended September 30, 2009, project files did not contain support for the review of
suspension or debarred parties, representation from the contractor related to not being suspended or debarred, or a
clause in the contract that the contractor is not a suspended or debarred party. Also, project files were identified
that did not contain bid information on the bid worksheet. Additionally, project files were identified that
contained bid worksheets with only one vendor, however, did not contain documentation of the rational to limit
competition or justification of the limitation.

Context: See above condition.

Effect: Because the project files did not contain proper documentation to support a review of suspension and
debarment and were not complete related to bid activity, the City is not in compliance with the requirement.

Cause: The City did not include a review of suspension and debarment of contractors in the project files.
Additionally, instances were identified where project files did not contain the proper documentation of bid
activity.

Recommendation: We recommend that the City implement procedures to ensure that a review of suspension and
debarment is performed on all contractors in accordance with OMB guidance contained in 2 CFR 180. We also
recommend that project files contain information to justify the limitation when only one vendor is contacted for a
project and the project files contain completed bid worksheets.

Views of Responsible Officials and Planned Corrective Action: We will implement procedures to perform a
review of suspension and debarment on all contractors and to verify that all information related to the bid process
is properly documented in the project files.

2009 — 3. Failure to Comply with the Requirements of Subrecipient Monitoring

Federal Program Information: CFDA No. 14.218 and CFDA No. 14.253, U.S. Department of Housing and
Urban Development — Community Development Block Grant Cluster FY 2009

Criteria: OMB Circular A-133 and the Single Audit Act requires an agreement be entered into with a subrecipient
for a subaward.

Condition: For the year ended September 30, 2009, a subrecipient file did not contain a signed agreement
between the City and the subrecipient for the subaward.

Context: See above condition.

Effect: Because the subrecipient file did not contain a signed agreement, the City is not in compliance with the
requirement.

Cause: The City did not obtain a signed agreement with a subrecipient that received a subaward.
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CITY OF ANNISTON, ALABAMA

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED SEPTEMBER 30, 2009

Section 111 - Federal Awards Findings and Questioned Costs (Continued)

2009 — 3. Failure to Comply with the Requirements of Subrecipient Monitoring (Continued)

Recommendation: We recommend that the City implement procedures to ensure that signed agreements be
obtained prior to subawards being disbursed.

Views of Responsible Officials and Planned Corrective Action: We will implement procedures to verify a signed
subrecipient agreement is obtained prior to disbursing subawards.

2009 — 4. Failure to Comply with the Requirements of Special Test

Federal Program Information: CFDA No. 14.218 and CFDA No. 14.253, U.S. Department of Housing and
Urban Development — Community Development Block Grant Cluster FY 2009

Criteria: OMB Circular A-133 and the Single Audit Act requires an environmental review be obtained prior to
the beginning of a project and a review of the rehabilitation work once completed to assure accordance with
contract specifications.

Condition: For the year ended September 30, 2009, project files were identified that did not contain support for
the environmental review being obtained and files did not contain a review of the rehabilitation work once
completed.

Context: See above condition.

Effect: Because the project files did not contain proper documentation to support an environmental review or a
review of the rehabilitation work, the City is not in compliance with the requirement.

Cause: The City did not perform an environmental review or a review of the completed rehabilitation on all
projects.

Recommendation: We recommend that the City implement procedures to ensure that an environmental review is
obtained prior to the beginning of the project and a review of all completed projects is performed and documented
in the project files.

Views of Responsible Officials and Planned Corrective Action: We concur. We will implement procedures to
perform an environmental review prior to the project being started and a review of all completed projects once
completed.

11





