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Independent Accountants’ Report

Mayor and City Council
City of Evergreen
Evergreen, Alabama

We have audited the accompanying financial statements of the governmental activities, the
business-type activities, each major fund, and the aggregate remaining fund information of
the City of Evergreen, Alabama, 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 of Evergreen’s management.
Our responsibility is to express an opinion on these financial statements based on our
audit.

We conducted our audit in accordance with auditing standards generally accepted in the
United States of America, and the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States.
Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement. An audit
includes examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial
statement presentation. We believe that our audit provides a reasonable basis for our
opinions.

In our opinion, the financial statements referred to above present fairly, in all material
respects, the respective financial position of the governmental activities, the business-type
activities, each major fund, and the aggregate remaining fund information of the City of
Evergreen, Alabama, as of September 30, 2009, and the respective changes in financial
position and cash flows, where applicable, thereof 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 a report dated
May 27, 2010, on our consideration of the City of Evergreen, Alabama’s internal control
over financial reporting and our tests of its compliance with certain provisions of laws,
regulations, contracts, and grant agreements and other matters. The purpose of that report
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is to describe the scope of our testing of internal control over financial reporting and
compliance and the results of that testing, and not to provide an opinion on the internal
control over financial reporting or on compliance. That report is an integral part of an
audit performed in accordance with Governmeni Audifing Standards and should be
considered in conjunction with this report in considering the results of our audit.

The Managements Discussion and Analysis, Budgetary Comparison and Schedule of
Pension Funding information as listed in the table of contents are not a required part of the
basic financial statements but are supplementary information required by the Government
Accounting Standards Board. 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 of Ewvergreen’s basic financial statements. The
combining nonmajor funds financial statements as listed in the table of contents are
presented for purposes of additional analysis and are not a required part of the basic
financial statements. The accompanying schedule of expenditures of federal awards is
presented for purposes of additional analysis as required by U.S. Office of Management and
Budget Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations,
and is also not a required part of the basic financial statements of City of Evergreen,
Alabama. The combining nonmajor funds financial statements and the schedule of
expenditures of federal awards have been subjected to the auditing procedures applied in
the audit of the basic financial statements and in our opinion are fairly stated in all
material respects in relation to the basic financial statements taken as a whole.

W,Mwéw,ﬂ.e.

May 27, 2010 |
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Management’s Discussion and Analysis

As management of the City of Evergreen, we offer readers of the City of Evergreen's financial
statements this narrafive overview and analysis of the financial activities of the City of Evergreen
for the fiscal year ended September 30, 2009.

Financial Highlights

® On a government-wide basis, the City’s net assets increased by $534,356 for the fiscal
vear, primarily due to profitable results in the utility operations.
. The City’s combined net assets total $15,527,694 at September 30, 2009. Of this

amount, $5,102,400 is available (unrestricted) to finance ongoing governmental
programs and $923,501 is available in business-type activities.

Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to the City of Evergreen’s basic
financial statements. The City of Evergreen’s basic financial statements comprise three components:
government-wide financial statements, fund financial statements and notes to the financial
statements. This report also contains other supplementary information in addition to the basic
financial statements. The following schedule summarizes the major features of the City's financial
statements, including the portion of the city government they cover and the types of information they
contain. The remainder of this overview section of management’s discussion and analysis explains

the structure and contents of each statement.

Ciovernment-wide Statements Proprietary Fund Statements Fund Statements
Scope Entire City government and the | Activities the Board operates The activities of the City, such as
City's component units similar to private businesses: police, fire, and parks
the water and sewer system
Required » Statement of Net Assets & Statement of Net Assets # Balance Sheet
Financial » Statement of Activities s Statement of Revenues, ® Statement of Reverues,
Statements Expenses, and Changes Expenditures, and Changes
in Net Assets in Fund Balances
¢ Statement of Cash Flows
Accounting Accrual accounting and Accrual accounting and Modified acerual accounting
basis and economic resources focus economic resources focus and current financial resources
measurement focus
focus
Type of asset/ All assets and liabilities, both All assets and Labilities, both Only assets expecied to be used
liability financial and capital, and short- | financial and capital, and up and Habilities that come due
information term and long-term short-term and Jong-term during the year or soon thersafter; no
capital assets included
Type of inflow/ All revenues and expenses | All revenues and expenses | Revenues for which cash is
outflow during year, regardless of when | dering year, regardless of received during or soon after the
information cash is received ox paid when cash is received or paid end of the year, expenditures when
gobds or services have been received
and payment is due during the year
or soon thereafter




Management’s Discussion and Analysis (Continued)

Government-wide Financial Statements

The government-wide financial statements are designed to provide readers with a broad overview of
the City of Evergreen’s finances, in a manner similar to a private-sector business.

The statement of net assets presents information on all of the City’s assets and liabilities, with the
difference between the two reported as net assets. Over time, increases or decreases in net assets
may serve as a useful indicator of whether the financial position of the City is improving or
deteriorating.

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. Thus, revenues
and expenses are reported in this statement for some items that will only result in cash flows in
future fiscal periods (uncollected taxes and earned but unused vacation leave are two examples).

Both of the government-wide financial statements distinguish functions of the City of Evergreen that
are principally supported by taxes and intergovernmental revenues (governmental activities).

The government-wide financial statements of the city are as follows:

o  Governmental activities - Most of the City’s basic services are included here, such as the
police, fire, public works, parks department, airport facility, library, general administration,
and other civic operations. Property and sales taxes, state and federal grants, and transfers
from the proprietary fund finance most of these activities.

s  Business-type activities - The City’s utility operations are included here, such as water,
sewer, garbage and electric.

The government-wide financial statements can be found on pages 1 and 2 of this report.
Fund Financial Statements

A fund is a grouping of related accounts that is used to maintain control over resources that have
been segregated for specific activities or objectives. The City of Evergreen, like other local
governments, uses fund accounting to ensure and demonstrate compliance with finance-related legal
requirements. All of the funds of the City can be divided into two categories: governmental funds
and proprietary funds.

Governmental Fund

Governmental funds are used to account for essentially the same functions reported as governmental
activities in the government-wide financial statements. However, unlike the government-wide
financial statements, governmental fund financial statements focus on near-term inflows and
outflows of spendable resources, as well as on balances of spendable resources available at the end of
the fiscal year. Such information may be useful in evaluating a government’s near-term financing
requirements.

Because the focus of 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 o, readers may better understand the long-term impact of the government’s near-term
financing decisions. Both the governmental fund balance sheet and the governmental fund
statement of revenues, expenditures, and changes in fund balances provide a reconciliation to
facilitate this comparison between governmental funds and governmental activities.

il




Management’s Discussion and Analysis (Continued)

Moreover, these latter statements provide a ready comparison to similar financial statements
produced prior to the City’s implementation of Governmental Accounting Standards Board (GASB)
Statement No. 34.

The City maintains five individual governmental funds. Information is presented separately in the
governmental fund balance sheet and in the governmental fund statement of revenues, expenditures,
and changes in fund balances for the four funds considered major funds. The special revenue funds
information is presented in a columnar fashion. Individual fund data for each of these special
revenue funds is provided in the format of combining statements beginning on page 33.

Major Governmental Funds:
General

Capital Projects

Debt Service

Non-Major Funds:
State Gas Tax

Gas Tax

Fire Department Tax

The City adopts an annual appropriated budget for the general fund. A budgetary comparison
schedule has been provided to demonstrate compliance with the budget.

The basic governmental fund financial statements can be found starting on page 3 of this report.
Proprietary Fund

The Proprietary fund is used to report the same functions presented as business-type activities in
the government-wide financial statements. The City of Evergreen uses the proprietary fund to
account for its water, sewer, garbage and electric operations. Proprietary funds provide the same

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

The City adopts an annual appropriated budget for its proprietary fund. A budgetary comparison
schedule has been provided to demonstrate compliance with the budget.

The basic proprietary fund financial statements can be found on pages 8 through 10 of this report.
Notes to the Financial Statements

The notes provide additional information that is essential to a full understanding of the data
provided in the government-wide and fund financial statements. The notes to the financial
statements can be found beginning on page 11 of this report. Included in the notes is the City of
Evergreen’s progress in funding its obligation to provide pension benefits to its employees.

Government-Wide Financial Analysis
Statement of Net Assets

As noted earlier, net assets may serve over time as a useful indicator of a government's financial
position. In the case of the City of Evergreen, assets exceeded labilities by $15,527,694 at the close
of the fiscal year.

A significant portion of the City of Evergreen’s net assets is its investment in capital assets (e.g.,

iand, buildings, machinery and utility system) less any related outstanding debt used to acquire
those assets. The City uses these capital assets to provide services to citizens consequently; these

iii



Management’s Discussion and Analysis (Continued)

agsets are not available for future spending. Although the City’s investment in its capital assets is
reported net of related debt, it should be noted that the resources needed to repay this debt must be
provided from  other sources, since the capital assets themselves cannot be used to pay these
liabilities. The remaining balance of unrestricted net assefs may be used to meet the government’s
ongoing obligations to citizens and creditors.

At the end of the current fiscal year, the City is able to report a positive balance in net assets for the
City as a whole, as well as for its separate governmental and business-type activities, The same held
true for the previous fiscal year. Net assets for Governmental activities rose to $11,575,348 up
$429,861 from the prior year. Transfers from business activities accounted for the increase, earning
approximately $1,789,495 prior to the transfer of $1,685,000 to governmental activities. As a result,
business-type activities reflect an increase in net assets of $104,495. The increases/decreases of
revenues overfunder operating expenses are reported in the statement of activities on page 2.

Unrestricted net assets are those assets available to finance programs in the upcoming fiscal vear
and would increase when the portion of taxes and other revenues exceed Operatmg expenses but are
not invested in capital assets.

The following tables present condensed statements of the City’s net assets at September 30, 2009
and 2008:

Condensed Statement of Net Assefs

City of Evergreen
Evergreen, Alabama
September 30, 2009

Governmental Business-Type

Activities Activities Total

Asgets
Current and other assets 8 6,152,558 § 5,289,811 $ 11,442,369
Capital assets 10,956,567 3,028,845 13,985,412
Total assets 17,109,125 8,318,656 25,427,781
Current and other

liabilities 1,888,777 1,271,310 3,160,087
Long-term liabilities 3,645,000 3,095,000 6,740,000
Total liahilities 5,538,777 4,366,310 9,900,087
Net assets
Invested in capital assets,

net of related debt 5,677,715 3,028,845 8,706,620
Restricted 843,173 843,173
Unrestricted 5,054,400 928,501 5,977,901
Total net assets $ 11,575,348 § 3,9'52,346 $ 15,527,694
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Management’s Discussion and Analysis (Continued)

Condensed Statement of Net Assels

City of Evergfgen
Evergreen, Alabama
September 30, 2008

Assets
Current and other assets
Capital assets

Total assets

Current and other
hLabilities
Long-term liabilities

Total liabilities

Net agsets

Invested in capital assets,
net of related debt

Restricted

Unrestricted

Total net assets

Governmental Business-Type

Activities Activities Total
$ 5,918,506 § 5,662,855 % 11,581,361
9,581,807 2,711,588 12,293,395
15,509,313 8,374,443 28,874,756
514,826 1,236,592 1,751,418
3,840,000 3,290,000 7,130,000
4,354,826 4,526,592 8,881,418
5,827,729 2,711,688 8,539,317
675,000 675,000
4,642,758 1,136,263 5,779,021
$ 11,145,487 § 3,847,851 § 14,993,338




Management’s Discussion and Analysis (Continued)

Statement of Activities
Already noted was the statement of activities’ purpose in presenting information in how the-

. government’s net assets changed during the most recent fiscal year. The following tables present
condensed statements of the City’s activities for the years ended September 30, 2009 and 2008:

Condensed Statement of Activities

City of Evergreen
Evergreen, Alabama
For the year ended September 30, 2009

Governmental Business-Type

Activities Activities Total
Revenues
Prograrm revenues:
Charges for services 3 394,570 $ 6,915,213 § 7,309,783
Operating grants and contributions 274,411 274,411
Capital grants and contributions 747,134 747,184
General revenues
Sales taxes 806,752 806,752
Property taxes 297,146 297,146
Unrestricted grants and contributions 397,753 397,753
Other income 360,072 72,860 422,937
Transfers 1,685,000 (1,685,000)
Total revenues 4,952,838 5,303,078 10,255,916
Program sactivities:
Governmental activities
QGeneral government 1,182,263 1,182,263
Public safety 997,850 997,830
Public works 1,365,705 1,865,705
Civic improvement 502,799 502,799
Cuiture and recreation 313,083 313,033
Interest charges 161,347 161,347
Business-type activities
Utility expenses 5,198,683 5,198,683
" Total expenses 4,622,977 5,198,583 9,721,560
Net increase $ 429861 $ 104,495 § 534,356
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Management’s Discussion and Analysis (Continued)

Condensed Statement of Activities

City of Evergreen
Evergreen, Alabama
For the vear ended September 30, 2008

Giovernmental Business-Type

Activities Activities Total
Revenues
Program revenues: ‘
Charges for services $ 436,474 $ 16,804,172 8 7,240,646
Operating grants and contributions 160,765 160,765
Capital grants and contributions 977,053 977,053
General revenues
Sales taxes 867,599 867,599
Property taxes 291,660 251,650
Unrestricted grants and contributions 357,998 857,999
Other income 253,971 128,754 382,725
Transfers 1,742,000 (1,742,000)
Total revenues 5,087,611 5,190,926 10,278,437
Program activities:
Governmental activities
General government 645,179 645,179
Public safety 1,305,645 1,505,645
Public works 842,228 842,228
Civic improvement 640,918 640,918
Culture and recreation 422,149 422,149
Interest charges ) 159,026 159,026
Unallocated depreciation 74,953 74,9563
Businegs-type activities
Utility expenses ' 4,899,890 4,899,890
Total expenses 4,090,098 4,899,890 8,989,988
Net increase $ 997413 § 291,036 $ 1,288,449

For the fiscal year ended September 30, 2009, net assets for governmental activities increased
$429,861 with the increase primarily coming from the business-type activities as shown in the
transfer of $1,685,000 from the proprietary fund.

The basis of accounting used in the government-wide statement of activities excludes capital

expenditures while its revenues include general taxes whose primary purpose is for the construction
of those very assets or their related debt service (i.e., public safety or road sales taxes).
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Management’s Discussion and Analysis (Continued)

Governmental Activities

Revenues

Governmental activities revenues totaled $4,892,838 for fiscal year 2009, a decrease of $194,673
from 2008. The decrease is attributable primarily to a decrease in grants and contributions not
restricted to specific programs. With the exception of transfers from business-type activities, sales
taxes represent the largest revenue source for the City. Charges for services include charges for
services and solid waste fees. The charges for services category accounts for 8% of governmental
revenues.

Expenses

Covernmental expenses totaled $4,522,977 for the fiscal year. Of the expenditures, 41% or
$1,868,504 is related to streets and civic improvements, while 22% or $997,830 is related to public
safety for police, fire and municipal court services. General government expenses were 26% or
$1,182,283 while parks, recreation and culture expenses amounted to $313,033 or 7%. Interest on
long-term debt accounted for 4% or $161,347 of governmental expenses. Overall, governmental
activities expenses increased 11%, or $432,879 from 2008.

Business-type Activities

Revenues

General revenues do not support the City’s business-type activities; thus, the largest source of
revenues comes from charges for services. Of the $6,915,213 in charges, $5,597,728 or 81% comes

from the City's electric operations, and $1,093,200 or 16% comes from water and wastewater
operation. The remaining charges $224,285 or 3% are from the City’s garbage operation.

Expenses

Electric services account for $3,992,799 or 77% of the City’s business-type activities while water and
wastewater expenses totaled $695,456 or 13%, depreciation costs were $276,289 or 5%, garbage costs
were $94,181 or 2% and administrative costs were $139,858 or 3% for a total of $5,198,683.

Financial Analysis of the Citv’s Funds

Governmental Funds

The combined fund balances of governmental funds for the fiscal year ended September 30, 2009, ig
$6,009,565. This represents a $408,666 increase in fund balances, primarily due to increases in
certificates of deposit. A review of some of the more significant funds follows.

General Fund

The fund balance of the General Fund increased $299,359, primarily due to an increase in transfers
from the business-type activities and proceeds from long-term debt during the 2009 fiscal year.

Debt Service

Debt Service Fund expenditures exceeded revenues by $357,471 due to less transfers from the
general fund, thereby utilizing available reserve funds.
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Management’s Discussion and Analysis (Continued)

General Fund Budgetary Highlights

A detailed budgetary comparison schedule for the fiscal year ended September 30, 2009, can be
found starting on page 26. A summarized schedule is presented below:

Condensed Budgetary Comparison Schedules - Genergl Fund

City of Evergreen
Evergreen, Alabama
For the Year Ended September 30, 2009

Variance with

Final Budget
Budget Amounts Actual Amounts Positive
Original Final Budgetary Basis  (Negative)
Revenues
Taxes $ 1,346500 $ 1,346,500 § 1,447533 § 101,633
Licenses 220,000 220,000 217,411 (2,589
Fines and costs 75,000 75,000 96,968 21,968
Rental income 44,660 44,660 64,581 19,921
Grant revenue 20,200 20,200 882,076 861,876
Airport revenue 70,000 70,000 77,002 7,002
Miscellaneous revenues 96,500 96,500 196,728 100,228
Total revenues 1,872,860 1,872,860 2,982,299 1,109,439
Expenditures
Current:
General government 1,141,350 1,141,350 1,191,535 {50,185)
Public safety 1,061,900 1,061,900 874,196 187,704
Public works 655,100 655,100 1,195,280 (540,180)
Civic improvement 218,000 218,000 418,775 (200,775)
Culture and recreation 309,300 309,300 279,159 30,141
Capital outlay 50,000 1,699,464 1,915,962 (216,498)
Debt service 350,513 360,613 357,471 ' (6,958)
Total expenditures 3,786,163 5,435,627 6,232,378 (796,751)
Excess of expenses over
revenues (1,913,303) (3,562,767) (3,250,079) 312,688
Other financing sources
Transfers in 1,914,300 1,914,300 1,685,000 (229,300)
Proceeds from long-term debt - 1,649,464 1,635,655 (113,909)
Total other financing sources 1,914,300 3,663,764 3,220,555 (343,209)
Net change in fund balance $ 297 § 997 § (29,624) §$ (30,521)
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Management’s Discussion and Analysis (Continued)

Proprietary Fund
The total revenue increased $122,409 from 2008 as a result of a combined increase in electric and '
miscellaneous revenues of $166,669. The total expenses went up $305,352 from 2008 primarily as a

result of increases in operating expenses for the City's electric, wastewater, and administrative
departments.

Proprietary Fund Budgetary nghhght

A detailed budgetary comparison schedule for the fiscal year ended September 30, 2009, can be
found starting on page 28. A summarized schedule is presented below:

Condensed Budgetary Comparison Schedules - Proprietary Fund

City of Evergreen
Evergreen, Alabama
For the Year Ended September 30, 2009

Variance with

Final Budget
Budget Amounts Actual Amounts Positive
Original Final Budgetary Basis (Negative)

Operating revenues
Charges for utility services $ 6,669,000 § 6,669,000 § 6,915,213 § 246,213
Total operating revenues 6,669,000 6,669,000 6,915,213 246,213
Operating expenses
Personnel, operations and

maintenance, utilities: 4,625,991 4,625,991 4,691,751 34,240
Administrative costs 147,700 147,700 139,858 7,842
Total operating expenses 4,773,691 4,773,691 4,731,609 42 082
Nonoperating revenue {expenses) 19,010 19,010 (74,014) (93,024)
Transfers out .(1,914,300) (1,914,300) © {1,685,000) 229,300
Change in net assets $ 19 § 19 % 424,590 § 424571

Capital Assets

At September 30, 2009, the City of Evergreen’s investment in capital assets in governmental and
business-type activities amounted to $13,985,412 net of accumulated depreciation. This includes
land, buildings, equipment, and infrastructure (roadways and bridges). New additions to capital
assets included the ongoing construction of the library, infrastructure and airport development
project as well as purchases of vehicles and equipment during the year.

Debt Administration

For the year ended September 30, 2009, the City's long-term debt increased by an amount of
$1,146,081. The increase in debt for the fiscal year was due to proceeds from new loans to finance
the library expansion and infrastructure improvements.



Management’s Discussion and Analysis (Continued)

Economic Factors

The City of Evergreen’s population of 3,630 represents just fewer than 26% of the county’s
population according to the most recent statistics available. The City’s economy is based on a iriad of
healthcare, agriculture and industry.

The City's primary sources of revenue continue to arise from property taxes as well as income from
electric, water, wastewater and garbage services.

Contacting the City’s Financial Management

This financial report is designed to familiarize our citizens, taxpayers and customers with the City’s
finances and to demonstrate the City’s fiscal accountability for its operations. Questions concerning
this report, or requests for additional financial information, should be directed to Pete Wolff, IIi,

Mayor or Peggy Howell, City Clerk/Treasurer at 355 East Front Street, Evergreen, Alabama 36401
(251) 578-1574.
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Statement of Net Assets

City of Evergreen
Evergreen, Alabama
September 30, 2609

Assets

Cash

Certificates of deposit

Accounts receivable, net

Note receivable

Mortgage receivable

Prepaid expenses

Inventories

Other assets

Restricted assets:
Cash
Funds held in escrow

Capital assets:
Land and construction in progress
Buildings and improvements, net
Utility system and related equipment, net
Equipment and vehicles, net
Infrastructure, net

Total assets

Liakilities
Accounts payable
Accrued expenses
Customer deposits
Deferred revenue
Interest payable
Long-term liabilities
Portion due within one year:
Bonds and notes payable
Compensated absences
Portion due or payable after one vear:
Bonds and notes payable

Total Habilities

Net assets
Invested in capital assets, net of debt
Restricted for:
Capital projects
Debt service
Road projects
Unrestricted

Total net assets

Primary Government

Governmental Business-Type

Activities Activities Total
$ 1,941,493 $ 573,109 $ 2,514,602
2,600,000 2,600,000
20,660 817,354 838,014
60,000 60,000
336,084 336,064
108,939 108,939
12,043 356,819 368,862
137,788 83,038 220,826
627,005 3,459,491 4,086,496
308,566 308,566
3,857,820 19,301 3,877,121
3,876,688 3,876,688
2,916,133 2,916,133
1,217,235 93,411 1,310,648
2,004,824 2,004,824
17,109,125 8,318,656 25,427,781
38,834 442,850 481,684
2,492 6,728 9,220
342,723 342,723
231,691 231,691
24,748 12,795 37,543
1,776,218 195,000 1,971,218
46,485 39,523 86,008
3,645,000 3,095,000 6,740,000
5,533,777 4,366,310 9,900,087
5,677,175 3,028,845 8,706,620
208,601 298,601
4 4
496,568 498,568
5,102,400 923,501 6,025,901
3 11,575,348 g 3,952,346 $ 15,527,694

The notes to the financial statements are an integrol part of this statement.
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Statement of Net Assets - Proprietary Fund

City of Evergreen
Evergreen, Alabama
September 30, 2009

Assets

Cash and cash equivalents
Accounts receivable, net
Inventories, at cost

Total current assets

Restrieted assets
Customer meter deposits
Bond funds

Total restricted assets

Property and equipment

Land

Office equipment

Utility system

Utility equipment

Less; accumulated depreciation
Total property and eguipment

Other assets
Bond issue costs (net)

Total assets

Liabilities and fund balance
Current liabilities

Accounts payable

Accrued lisbilities

Deferred revenue

Total current Habilities

Payable from restricted assets

Accrued interest payable

Current portion of bonds payable

Customer deposits

Total current liabilities payable from restricted assets

Noncurrent liabilities
Compensated absences

Bonds payable

Total noncurrent liabilities

Total liabilities

Net assets
Invested in capital assets, net
Unrestricted

Total net assets
Total liabilities and net assets

The notes to the financial statements are an infegral part of this stoternent.
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$ B73,109
817,354
356,819 -

__1747,282

342,201
3,117,290

3459491

192,301
93,411
9,669,778
1,021,189
(7,774,832)

__ 3,098,845

83,038

8,318,656

442,850
6,728
231,691

681,260

12,795
195,000
342,723

350,518

39,623
3,095,000

3,134,623
4,366,310

3,028,845

923,501
3,952,346

$ 8,318,666




Statement of Revenues, Expenses and Changes in Fund Net Assets -

Proprietary Fund

City of Evergreen
Evergreen, Alabama
For the year ended Sepiember 30, 2009

Operating revenues
Electric revenues

Garbage revenues

Sewer revenues

Water reveniues
Miscellaneous revenue
Total operating revenues

Operating expenses
Personnel, operations and maintenance, utilities:
Electric expenses
Garbage expenses
Sewer expenses
Water expenses
Depreciation and amortization
Administrative costs
Total operating expenses

Operating income

Nonoperating revenues and expenses
Interest income
Interest expense

Total nonoperating loss
Income before contributions, transfers & special items

Transfers out

Change in net assets
Total net assets, beginning

Total net assets, ending

The notes Lo the financial statements are an integral part of this statement.
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§ 5,597,728
224,285
435,101
658,099

42 669

6,957,882

3,845,020
94,181
224,386
471,070
276,289
139,858

5,051,704

1,906,178

30,196

(146,879)
(116,883)

1,789,495

(1,685,000

104,495

3,847,851

_§_ 3052346



Statement of Cash Flows - Proprietary Fund

City of Evergreen
Evergreen, Alabama
September 30, 2009

Operating activities

Receipts from customers and users $ 7,028,113
Payments to supphers (4,020,822)
Payments to emplovess (738,654)
Net cash flow from operating activities 2,268,637

Capital financing activities

Purchase of fixed assets (593,545)
Payments to long-term debt {178,475}
Net cash flows from noncapital financing activities {772,020}

Noncapital financing activities
Transfers out (1,685,000)

Investing activities

Interest received 30,196
Interest paid (1486,879)
Net cash from investing activities (116,683)
Net change in cash and cash equivalents {305,066}
Cash and cash equivalents, beginning 4,387,666
Cash and cash eguivalents, ending 4,032,600

Displayed on the Statement of Net Assets as:

Cash and cash equivalents 573,109
Restricted assets:

Customer deposits 342,201

Bond funds 3,117,290

4,032,600

Operating income ‘ § 1,808,178

Adjustments to reconcile operating income to
net cash from operating activties:
Depreciation 276,289
Gain from sale of fixed agsets
Decrease (incrense) in operating assets
and increase (decrease) in operating liabilities:
Change in assets and liabilities:

Receivables 76,044
Inventories (19,591)
Accounts payable 27,609
Accrued expenses 2,108
Net casgh provided by operating activities $ 2268637

The notes to the financial statements are an integrel part of this statement.
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Notes to Financial Statements

City of Evergreen
Evergreen, Alabama
September 30, 2009

Note 1 - Summary of Significant Accounting Policies
A. Reporting Entity

The City of Evergreen, Alabama (the “City”) operates under a mayor-council form of government. Its
purpose is to provide services for the citizens of the City of Evergreen, Alabama, such as police and
fire protection and public works. As required by accounting principles generally accepted in the
United States of America, these financial statements present the City. The City provides library,
public housing, education services, and gas distribution services through separate operating boards
recognized as separate legal entities and, accordingly, those boards’ financial statements and
information are not included herein. (See Note 8)

B. Government-wide and Fund Finaneial Statements
Financial information of the City, the primary government is presented as follows:

e Management’s Discussion and Analysis introduces the basic financial statements and
provides an analytical overview of the City’s financial activities.

e Basic Financial Statements: Government-wide financial statements consist of a
Statement of Net Assets and a Statement of Activities.

These statements report all of the non-fiduciary activities of the primary government. Governmental
activities are reported separately from business-type activities. Governmental activities are normally
supported by taxes and intergovernmental revenues whereas business-type activities are normally
supported by fees and charges from services and are usually intended by management to be seli-
sustaining.

The Statement of Activities presents a comparison between direct expenses and program revenues
for each function of the City's governmental activities. Direct expenses are those that are clearly
identifiable with a specific program or function. Program revenues include (a) charges to customers
or applicants who purchase, use, or directly benefit from goods, services, or privileges provided by a
given function or program and (b) grants and contributions restricted to meeting the operational or
capital requirements of a particular function or program. Revenues that are not classified as
program revenues, including taxes and other items, are presented as general revenues.

e Fund financial statements consist of a series of statements focusing on information about
the City's major governmental funds.

C. Measurement Focus, Basis of Accounting and Basis of Presentation

The government-wide financial statements are reported using the economic resources measurement
focus and the accrual basis of accounting as are the proprietary fund statements. Revenues are
recorded when earned and expenses are recorded when a liability is incurred, regardless of the
timing of 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.
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Notes to Financial Statements (Continued)
City of Evergreen

Evergreen, Alabama

- September 30, 2009

Note 1 - Summary of Significant Accounting Policies (Continued)

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 or soon enough thereafter to pay liabilities of the current period.
For this purpose, the government considers revenues to be available if they are collected within 60
days of the current fiscal period. Expenditures generally are recorded when a liability is incurred, as
under accrual accounting. However, debt service expenditures, as well as expenditures related to
compensated absences and claims and judgments, are recorded only when payment is due. General
capital asset acquisitions are reported as expenditures in governmental funds. Proceeds of general
long-term debt are reported as other financial sources.

Under the terms of grant agreements, the City funds certain programs by a combination of specific
cost-reimbursement grants, categorical block grants, and general revenues. Thus, when program
expenses are incurred, they are both restricted and unrestricted net assets available to finance the
program. It is the City’s policy to first apply costreimbursement grant resources to such programs,
followed by categorical block grants, and then by general revenues.

Property taxes (if levied), city-levied other taxes, licenses, and interest 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 government.

The City reports the following major governmental funds:

» The General Fund is the City's primary operating fund. It is used to account for all
financial resources except those required to be accounted for in another fund.

»  The Debt Service Fund of the City accounts for the servicing of most long-term debt not
being financed by the Proprietary Fund. Sources of funds for the servicing of the debt
mclude general fund revenues.

e The Capital Projects Fund of the City accounts for the cost of constructing a variety of
public works projects and related debt service, and the cost of various City departments’
capital spending activities. Principal sources of revenue are municipal long-term debt
proceeds and interest income,

The City reports the following major enterprise fund:
o The Water, Sewer, and Electric Fund accounts for water, sanitary sewer and electric
gervices provided to the residents of the City. All activities necessary to provide such

services are accounted for in this fund, including, but not limited to, administration,
operations, maintenance, financing and related debt service.
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Notes to Financial Statements (Continued)
City of Evergreen

Evergreen, Alabama

September 30, 2009

Note 1 - Summary of Significant Accounting Policies (Continued)
Additionally, the City reports the following fund types:
Governmental Funds:

» The Special Revenue Funds, account for revenue sources that are legally restricted to
expenditures for specific purposes and generally pertain to the operating activities of
various City departments. Such funds are established when required by statute,
charter provision, local ordinance, or executive decision to finance particular
functions or activities.

All governmental funds of the City follow Financial Accounting Standards Board (FASB) Statements
and Interpretations issued on or before November 30, 19889, Accounting Principle Board Opinions,
and Accounting Research Bulletins, unless those pronouncements conflict with Covernment
Accounting Standards Board (GASB) pronouncements.

Proprietary Funds

o Enterprise Funds are used to account for those operations that are financed and
operated in a manner similar to private business or where the City has decided the
determination of revenues earned, costs incurred and/or net income is necessary for
management accountability.

As a general rule, the effect of interfund activity has been removed from the government-wide
financial statements, Exceptions to this general rule are payments-in-lieu of taxes and other charges
between various functions of the City. Elmination of these charges would distort the direct costs
and program revenues reported for the various functions concerned.

Proprietary funds distinguish operating revenues and expense from nonoperating items. Operating
revenues and expense generally regult from providing services and producing and delivering goods in
connection with a proprietary fund’s principal ongoing operations. The principal cperating revenues
of the Water, Sewer and Electric Enterprise Fund are charges to customers for services and benefit
fees. Operating expenses for enterprise funds include the cost of the services, administrative
expenses and depreciation on capital assets. All revenues and expenses not meeting this definition
are reported as nonoperating revenues and expenses.

D. Assets, Liabilities, and Net Assets

Cash and Cash Equivalents - The City’s cash and cash equivalents are considered to be cash on
hand, demand deposit accounts as well as short-term investments with a maturity date three
months from the date acquired by the City. State statutes authorize the government to invest in
obligations of the U.S. Treasury, commercial paper, corporate bonds and repurchase agreements.

Receivables and Payables - All outstanding balances between funds are reported as “due toffrom

other funds.” Any residual balances outstanding between the governmental activities and business-
type activities are reported in the government-wide financial statements as “internal balances.”
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Notes to Financial Statements (Continued)
City of Evergreen

Evergreen, Alabama

September 30, 2009

Note 1 - Summary of Significant Accounting Policies (Continued)

The City reports trade receivables at net realizable value. Management determines the allowance
for doubtful accounts based on historical losses and current economic conditions. On a continuing
basis, management analyzes delinquent receivables and, once these receivables are determined to be
uncollectible, they are written off through a charge against the allowance account. Customers’
receivables are considered delinguent when they have not paid their bill within twenty (20) days of
the bill being mailed. All trade receivables are shown net of an allowance for uncollectible accounts.
At September 30, 2009, the allowance for uncollectible accounts was $302,852.

Amounts receivable from federal, state, county, and local governments are classified as “due from
other governmental entities.”

Property taxes are assessed on October 1 and levied on the subsequent October 1 for the fiscal year
beginning on the levy date, at which time a lien is attached. These taxes are due and payable on
October 1 (levy date) and delinquent after December 31 in each year (except with respect to motor
vehicles, which have varying due dates), after which a penalty and interest are required to be
charged. If real property taxes are not paid by the June 15 following the due date, a tax sale is
required to be held. Revenue is recognized in the year when the taxes are levied and collected. The
taxes are collected by the Conecuh County tax collector and remitted to the City net of a collection
fee ranging from 1 to 5 percent for the different taxes.

Inventories and Prepaid Items - Inventories are valued at cost using the first-inffirst-out (FIFO)
method. The costs of Governmental Fund type inventories are recorded as expenditures when
consumed rather than when purchased. The General Fund contains inventory for the Public Works
Department. Inventory for the Proprietary Fund consists of items to maintain and repair electrical,
water, and sewer delivery systems. Certain payments to vendors reflect costs applicable to future
accounting periods and are recorded as prepaid items in both government-wide and fund financial
gtatements.

Restricted Assets - Governmental Type Funds

In the City's Special Revenue Fund, the 7 cent and 4 cent gasoline taxes are restricted by law for
various road maintenance and paving purposes. These funds totaled $484,568 at September 30,
2009.

In the City's General Fund, certain funds are restricted for future economic development. These
funds are related to the Special Obligation Bonds, Series 2006-A discussed in Note 5. These funds
are held by First Commercial Bank of Birmingham and totaled $142,426 at September 30, 2009.

In accordance with the trust indentures related to the general obligation water system warrants,
Series 2001 SRF (State Revolving Fund), certain funds are held in escrow and are accounted for in
the Capital Projects Fund. These funds are restricted for the payment of improvements to the water
distribution system in accordance with the provisions of the special conditions agreement. The
amount of the funds held in escrow by the Alabama Drinking Water Finance Authority at September
30, 2009 was $308,566.
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Notes to Financial Statements (Continued)
City of Evergreen

Evergreen, Alabama

September 30, 2009

Note 1 - Summary of Significant Accounting Policies (Continued)
Restricted Assets - Business Type Fundg

In the City’s Proprietary Fund, certain funds related to the issuance of the Electric Warrants Series
2007, are restricted for improvement of the City’s electric system (See Note 5). These funds are held
by First Commercial Bank of Birmingham and totaled $3,117,280 at September 30, 2009.

In addition, meter deposits from customers are restricted in the City’s Proprietary Fund and totaled
$342,201 at September 30, 2009,

Capital Assets - Capital assets, which include property, plant, equipment, and infrastructure assets
(e.g., sidewalks and similar items), are reported in the applicable governmental columns in the
government-wide financial statements. Capital assets are defined by the government as assets
tangible in nature, 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. 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 assets lives are not capitalized.

Major outlays for capital assets and improvements are capitalized as projects are constructed.

Depreciation of all exhaustible capital assets except infrastructure is charged as an expense against
their operations or functions whereas the infrastructure depreciation is unaliocated. Property, plant,
and equipment of the primary government are depreciated using the straight-line method over the
estimated useful lives as follows:

Assets Years
Buildings 40
Building improvements 20
Infrastructure - . 10-20
Automobiles _ 5
Office equipment 10
Computer equipment )
Machinery . 10
Ttility systems 35
Utility equipment 10

Annual Leave - All classified and nonclassified employees in the City are eligible to earn vacation
leave with pay in accordance with the following leave policy. Eligible employees earn vacation leave
for continuous service according to the following schedule:

Completed Service Earned Leave per Year
Zero through five years Five days
Over five through fifteen years Ten days
Over fifteen years Fifteen daya
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Notes to Financial Statements (Continued)
City of Evergreen

Evergreen, Alabama

September 30, 2009

Note 1 - Summary of Significant Accounting Policies (Continued)

The vacation leave for employees runs from January to December of each year. Eligible employees
are credited one-twelfth of the vacation leave earned at the above rates for each calendar month in
which he/she qualifies for vacation leave, Vacation leave must be earned before it is taken.

Persons hired on or before the 15t of the month earn vacation fime for that month: and those hired
after the 15t of the month begin earning vacation on the first day of the following month. A new
employee will work and accrue vacation leave for six (6) months before he/she is eligible to take paid
vacation. Normally, each employee is required to take his/her earned vacation in the year that it is
earned. However, a total of twenty (20) days of unused vacation leave may be accumulated.
Accumulated leave at the end of each calendar year that is in excess of twenty (20) days shall be
forfeited by the employee. Vacation leave will be approved at the discretion of each department
head, taking into consideration the needs of the city, the department, and the employee. Upon
separation from cify service, an individual will be paid for all unused accrued vacation leave at
histher current rate of pay.

Sick Leave - All classified and unclassified employees earn credit for paid sick leave at the rate of
eight (8) hours for each calendar month worked in which he/she gualified for leave for a total of
twelve (12) days per year, Employees need not use their accrued sick leave within a specified year
and may accumulate sick leave up to a maximum of seventy-five (75) working days. Sick leave days
will not be earned during any month an employee is in a nonpay status for more than ten (10)
working days during the month. Employees who resign or retire are not entitled to payment for
accrued, unused sick leave.

Deferrved Revenue - Deferred revenues represent funds set aside by the City due to an agreement
reached with Alabama Power Company. Under the agreement, Alabama Power will levy a minimum
charge against a corporate customer based on a percentage of the maximum electricity use during
the prior year. The City entered into an agreement with Evergreen Technologies for a billing
surcharge and revenue collected from these surcharges has been deferred and will be recognized as
revenue in the event Evergreen Technologies ceases operations in the City of Evergreen.

Long-term Obligations - In the government-wide financial statements, and the proprietary fund
types in the fund financial statements, long-term debt and other long-term obligations are reported
as liabilities in the applicable governmental activities, business-type activities or proprietary fund
type Statement of Net Assets.

Net Assets - Net assets invested in capital asseis net of related debi consist of capital assets net of
accumulated depreciation and reduced by the current balances of any outstanding borrowings used
to finance the purchase or construction of those assets. Restricted nef assets consist of funds
restricted for making debt payments, funds restricted by law for capital improvements and funds
restricted by law for road projects. Unrestricted net assets are remaining net assets that do not meet
the definition of invesied in capital assets net of related debt.

Economic Dependency - The City receives a substantial amount of revenue in the form of sales tax.
A significant reduction in the level of this support would have an adverse effect on the City’s
activities.

Use of Estimates - Preparation of financial statements in conformity with generally accepted
accounting principles requires the use of estimates made by management. Actual results could differ
from those estimates.
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Notes to Financial Statements (Continued)
City of Evergreen

Evergreen, Alabama

September 30, 2009

Note 2 — Certificates of Deposit

At September 30, 2009, the City’s certificates of deposits are carried at cost, which approximates fair
market value. The certificates of deposits bear interest at 5% on $2,000,000 and 1.9% on $600,000,
and have a maturity date of February 2012 and September 2010 respectively.

Note 8 — Capital Assets

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

Beginning Ending
Balance Additions Disposals Balance

Governmental activities:

Land $ 369,126 % 369,126

Construction in progress 3,107,352 § 381,342 3,488,694

Buildings and improvements 4,686,678 1,251,265 5,937,843

Equipment and vehicles 3,013,127 12,500 3,025,627

Infrastructure 3,624,429 145,374 3,769,803
Total capital assets 14,800,612 1,790,481 16,691,093
Less accumulated depreciation for:

Buildings and improvements 1,933,884 127,271 2,061,155

Equipment and vehicles 1,598,207 210,185 1,808,392

Infrastructure 1,686,714 78,265 1,764,979
Total accumulated depreciation 5,218,805 415,721 5,634,526
Governmental activities fixed assets, net § 9581807 § 1,374,760 $ 10,956,567
Business-type activities:

Land $ 19,301 % 19,301

Utility system and equipment 10,190,831 § 593,546 10,784,377
Total capital assets 10,210,132 593,046 10,803,678
Less accumulated depreciation for:

Utility system and equipment 7,498,544 276,289 7,774,833
Total accumulated depreciation 7,498,644 276,289 7,774,833
Business-type aetivities fixed assets, net $ 2,711,588 § 317,257 $ 3,028,845
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Notes to Financial Statements (Continued)
City of Evergreen

Evergreen, Alabama

September 30, 2009

Note 8 — Capital Assets (Continued)

Construction in progress at September 30, 2009 consists of construction of sewer lines along
Interstate 65/U.8. Highway 84, renovations to landscaping and sidewalks throughout the City, and
additions to the airport.

The depreciation expense for depreciable assets is charged to functions/programs of the primary
government as follows:

General government § 12,479
FPublic safety: ' .

Police ‘ 37,304

Fire - ' 78,030
Public works:

Streets and sanitation 178,375

Other 988
Civic improvement:

Airport 12,805

Feonomic development 61,658
Culture and recreation 34,083
Total depreciation expense $ 415,722

Note 4 — Interfund Receivables, Payables, and Transfers

Transfers:

From General fund to

Debt Service fund $ 362,325
From Debt Service fund to

General fund 362,325
From Water, Sewer, Electric fund to

General fund 1,685,000
Total $ 2,409,650

The interfund payables were as follows:

Receivable Fund Payable Fund Amount

General Fund Capital Projects Fund $ 9,983
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Notes to Financial Statements (Continued)
City of Evergreen

Evergreen, Alabama

September 30, 2009

Note 4 — Interfund Receivables, Payables, and Transfers (Continued)

In general, transfers are used to (1) move revenues from the fund that collects the money to the fund
that expends the money, (2) move receipts restricted or earmarked for debt service from the funds
collecting the receipts to the debt service fund as debt service payments become due, and (3) use
unrestricted revenues collected in a fund to provide operating advances fo other funds in accordance
with budgetary authorizations. The due to/from balances resulted from the time lag between the
dates that transactions are recorded in the accounting system and payments between funds are
made.

Note 5 — Long-Term Debt
General Obligation Warrants

In 2001, the City of Evergreen issued General Obligation Water System Warrants, Series 2001-SRF,
in the amount of $995,000 bearing an interest rate of 3.85% per annum. The SRF (State Revolving
Fund) is administered jointly by the Alabama Drinking Water Finance Authority and the Alabama
Department of Environmental Management to provide funds to pay for the costs of acquiring,
constructing and improving water works and related facilities in connection with the water works
plant and distribution system. These warrants are a general obligation and pledge of the full faith
and credit of the City.

Tn 2002, the City issued a General Obligation Sewer Warrant, Series 2002-SRF in the amount of
$780,000 bearing an interest rate of 3.50% per annum. This warrant is administered in similar
fashion as the 2001-SRF previously mentioned. The purpose of this warrant is to pay costs of
constructing or improving waste water treatment and collection facilities in connection with the
waste water collection and treatment system. These warrants are a general obligation and pledge of
the full faith and credit of the City.

In 2003, The City of Evergreen issued a (General Obligation Warrant, Series, 2003-SRF, in the
amount of $930,000 for the purposes of (a) providing funds for the improvement of the City's sewer
system, (b) currently refunding the City’s Series 1995 General Obligation Warrants, and (c) paying
the estimated costs of issuing the Series 2003 Warrants. These warrants are a general obligation and
pledge of the full faith and credit of the City.

In 2006, the Conecuh County Region Capital Improvement Cooperative District (the “District”), a
joint venture agreement between the City of Evergreen and the Conecuh County Commission, issued
$2,135,000 Special Obligation Bonds, Series 2006-A. The City of Evergreen entered into an
agreement with the District which obligates the City to budget and appropriate sufficient funds each
fiscal year to make all required debt service payments of the Series 2006-A bonds. Therefore, the
entire balance of the Series 2006-A bonds has been recorded as a liability on the City’s accounting
records.

In 2007, The City of Evergreen issued an Electric Warrant, Series, 2007, in the amount of $3,665,000
for the purposes of providing funds for the improvement of the City’s electrical system and paying
the estimated costs of issuing the Series 2007 Warrants. The indebtedness evidenced and paid by
this warrant is a special obligation of the City, payable solely out of the revenues derived by the City
from the operation of the electric system. The City covenants to make and maintain rates and
charges for the service supplied from the system and make collections from the users in order to
produce revenues at least equal to the sum of all operating expense and 125% of the annual debt
service requirement for such fiscal year.
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Notes to Financial Statements (Continued)
City of Evergreen

Evergreen, Alabama

September 30, 2009

Note 5 — Long-Term Debt (Continued)

Quistanding Debt

The amount of debt outstanding at September 30, 2009, and information related to it was as follows:

Amount Due

Face Final Interest Principal Ending  Within One

Deseription Amount Maturity Rates (%) Maturities Balance Year
Series 2001 SRF $ 810,000 08/15/2020 3.86% $40,000 to $70,000 § 640,000 $ 50,000
~ Series 2002 SRF $ 695,000 08/15/2022 3.50% $30,000 to $55,000 565,000 35,000
Series 2003 SRF $ 860,000 11/01/2022 2.25% to 5.00%  $35,000 to $75,000 720,000 40,000
Series 2006-A $ 2,135,000 09/01/2027 3.76% to 4.25%  $70,000 to $185,000 1,920,000 75,000
Series 2007 EW $ 8,665,000 09/01/2022 3.80% to 5.00% $185,000 to $315,000 3,280,000 195,000
Total $ 7,135,000 $ 395,000

Future Debt Service

September 30 Principal Interest

2010 $ 405,000 $ 287,876

2011 415,000 272,758

2012 430,000 257,123

2013 450,000 241,431

2014 465,000 223,509

2015-2027 4,970,000 1,144,948

Changes in Long-Term Liabilities
Amounts
Beginning Ending Due Within
Balance Additions Reductions Balance One Year
Series 2001 SREW % 685,000 $ 50000 § 640,000 3 50,000
Series 2002 SEW 600,000 (35,000) 565,000 35,000
Series 2003 SRW 755,000 (35,000) 720,000 40,000
Series 20064 1,995,000 (75,000) 1,920,000 75,000
Series 2007 Electric Warrants 3,480,000 (190,000) 3,290,009 195,000
Bank of Evergreen 50,157 (9,474) 40,663 40,663
Bank of Evergreen $ 935,655 935,655 935,555
Bank of Evergreen 600,000 600,000 600,000
Total warrants and notes 7,665,137 1,635,665 (389,474) 8,711,218 1,971,218
Compensated absences 74,281 11,727 86,008

Totals $ 7,639,418 $ 1,547,282 $ (389,474 § 8,797,226 $ 1,971,218
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Notes to Financial Statements (Continued)
City of Evergreen

Evergreen, Alabama

September 30, 2009

Note 5 - Long-Term Debt (Continued)

The City has pledged a 2008 mini pumper truck as collateral to secure the note payable from the
Bank of Evergreen. The note had a balance of $40,663 at September 30, 2009. The proceeds from
the note were used to purchase the truck, which had a book value of $66,663 at September 30, 2009.

The City has pledged a CD with the Bank of Evergreen as collateral to secure a Line of Credit from
the Bank of Evergreen. The City may draw funds up to $1,049,464. As of September 30, 2009, the
City has drawn $935,555. This line of credit is being used for improvements to the library and
subsequent to year end was paid using general obligation warrants issued by the United States
department of Agriculture in Cooperation with the State of Alabama Economic Development
Administration. (See Note 7) -

The City has pledged a CD with the Bank of Evergreen as collateral to secure a note from the Bank
of Evergreen. The note has a face value of $600,000 bearing an interest rate of 2.90% per annum
and is due within one year. This note is being used to fund costs related to the infrastructure and
improvements relating to a street being designed, planned and constructed through an agreement
with SI Hotels, LLC. (See Note 7)

Note 6 - Fund Equity Reserves and Designations
All Funds
Reserved for debt service — funds restricted for making debt service payments.
Reserved for capital improvements ~ monies restricted by law for capital improvements.

Reserved for other — other funds restricted by state or federal law for specific purposes.

General Fund

Reserved for inventory and prepaids — amount equal to inventory and prepaid expenditures
which do not represent “available spendable resources” of the fund.

Special Revenue Fund

Reserved for streets — funds restricted by the State of Alabama for the specific purpose to
repave roads of the City of Evergreen, Alabama.

Capital Projects Fund

Reserved for capital improvements - amounts that are restricted for capital outlay in
accordance with the debt agreements.

Note 7~ Contingent Liabilities and Commitments

Grants

The City participates in a number of federal, state, and county programs that are fully or partially
funded by grants received from other governmental units. As of September 30, 2009, significant
amounts of grant expenditures have not been audited by the grantor agencies but the City believes

that future disallowed expenditures related to the unaudited grant programs, if any, will not have a
material effect on any of the individual funds or the overall financial position of the City.
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Notes to Financial Statements (Continued)
City of Evergreen

Fvergreen, Alabama

September 30, 2009

Note 7 - Contingent Liabilities and Commitments (Continued)
Grants — Continued

During the year ended September 30, 2008 the City received from the Economic Development
Administration two 15 year mortgage loans in the amounts of $685,5664 and $363,900 in order to
make improvements to the public library. Proceeds from the loans had not been used as of
September 30, 2009. An additional $397,000 toward the construction of the library was provided by
a $297,000 Economic Development Initiative Grant and a $100,000 Alabama Public School Initiative
Grant. The library facilities are pledged as collateral along with a general obligation bond that was
issued by the United States Department of Agriculture in cooperation with the Alabama Economic
Administration subsequent to September 30, 2009.

Litigation
The City is involved in various legal proceedings that normally occur in government operations.

The City is a defendant in litigation that alleges the City is responsible for sewage back up into the
plaintiff's house causing property damage. The case is set to go to trial in April 2010. In the event of
an unfavorable outcome the damages against the City have a maximum limit of $300,000. The City
intends to vigorously defend its position in this matter.

The City is a defendant in litigation that alleges personal injury to the plaintiff that resulted from
the plaintiff running into a City garbage truck being driven by a City employee. A trial date has not
vet been set for the case. The damages are not expected to exceed $40,000, and are also limited to
the $100,000 statutory cap. The City intends to vigorously defend its position in this matter.
Subsequent to September 30, 2008, the case was settled and the City was liable for their insurance
deductible of $1,000.

The City is a defendant in litigation related to a workers compensation claim alleging personal
injury to the plaintiff while employed with the City. As of September 30, 2009 a trial date has not
been set. In the event of an unfavorable outcome the damages related to the case could range from
$15,000 to $25,000. It is the City’s intention to vigorously defend this matter as the City believes the
claims are without merit.

Commitment

In August 2009, the City entered into an agreement with SI Hotels, LLC (the Company) to grant a
maximum amount of $600,000 to the Company to fund a portion or all of the costs of infrastructure
and improvements relating to a street being designed, planned and constructed for access to a hotel
being built by the Company. The terms of the aforementioned agreement with SI Hotels, LLC call
for ST Hotels, LLC to reimburse the City $60,000 which is payable in equal installments of $12,000,
the first installment being due and payable on the date that is one year from the funding of the
Escrow account with the next four installments being due and payable on the same day of each of the
next four calendar years. The $60,000 has been included in accounts receivable.

Note 8 - Related Organizations

The City Council is responsible for appointing the members of the boards of other organizations, but
the City’s accountability for these organizations do not extend beyond making appointments.
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Notes to Financial Statements (Continued)
City of Evergreen

Evergreen, Alabama

September 30, 2009

Note 8 - Related Organizations {Continued)

The City Council appoints the members of the Evergreen Planning Commission, the Evergreen
Board of Adjustments, the Evergreen Housing Authority Board, the Evergreen Industrial
Development Board, the Evergreen and Conecuh County Library Board and the South Alabama Gas
District. These activities have not been consolidated in the financial statements of the City.

During the year ended September 30, 2006, the City, along with the Conecuh County Commission
(the “County”) entered into an agreement to form the Conecuh Region Capital Improvement
Cooperative District (the “District”) for the purposes of developing, promoting, and supporting
economic development projects within Conecuh County, Alabama. The District has a Board of
Directors comprised of a total of four members, with two members being appointed by the Conecuh
County Commission and two members being appointed by the City. The City’s portion of these
activities has been included in the financial statement. (See Note 5)

Note 9 ~ Pension Plan

Plan Description

The City of Evergreen’s defined benefit pension plan provides retirement and disability benefits,
annual cost-of-living adjustments, and death benefits to plan members and beneficiaries. The City’s
pension plan is affiliated with the Employees’ Retirement System of Alabama (ERS), an agent
multiple-employer pension plan administered by the Retirement Systems of Alabama.

The Retirement Systems of Alabama issues a publicly available financial report that includes
financial staternents and required supplementary information for ERS.

That report may be obtained by writing to Retirement Systems of Alabama, P.O. Box 302150,
Montgomery, AL 36130-2150 or by calling (834) 832-4140.

Substantially all employees are members of the ERS. Membership is mandatory for covered
employees of the City of Evergreen. Benefits vest after 10 years of creditable service. Vested
employees may retire with full benefits at age 60 or after 25 years of service.

Retirement benefits are calculated by two methods with the retiree receiving payment under the
method that yields the highest monthly benefit. These 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 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
plan members,

The Employees’ Retirement System was established as of October 1, 1945, under the provisions of
Act 515, Acts of Alsbama, 1945, for the purpose of providing retivement allowances and other
specified benefits for the 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 ERS is vested in the Board of Control. 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 36-27B-1 through 36-27B-6. Authority to amend the plan rests with
the Legislature of Alabama. However, the Legislature has granted the Commission authority to
accept or reject various Cost of Living Adjustments granted to retirees.
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Note 9 —~ Pension Plan (Continued)

Funding Policy

The City's pension plan members are required to contribute 5% of their annual covered salary. The
City is required to contribute at an actuarially determined rate; the current rate is 0.38%, which is
0.066 times the employee rate. The contribution requirements of pension plan members are
established by the Code of Alabama, and the contribution requirements of the City are established
and may be amended by the ERS.

Annual Pension Cost
For the year ended September 30, 2008, the City’s annual pension cost of $142,582 was equal to the
City's required and actual contributions. The required contribution was determined as part of the

September 30, 2007, actuarial valuation.

Actuarial Methods and Assumptions:

Valuation Date: 9/30/06

Actuarial Cost Method: Entry Age
Amortization Method: Level Percent Open
Remaining Amortization Period: 20 years

Asset Valuation Method: 5-yr Smoothed Market
Actuarial Assumptions:

Investment Rate of Return: 8.00%*

Projected Salary Increases: 4.81% - 7.75%*

Cost of Living Adjustments: None

*Includes inflation at 4.60%

Trend Information for the Retirement System (latest available)

Annual

Fiscal Pension

Year Cost Obhigation
Ending {(APC)  Contributed {(NPO)
9/30/2002 § 52,561 100% $0
9/30/2003 50,503 100% 0
9/30/2004 69,932 100% 0
9/30/2005 80,027 100% ]
9/30/2006 87,222 100% 0
9/30/2007 105,963 100% 0
9/30/2008 125,388 100% 0

Note 10 ~ Risk Management

The City is exposed to various risks of loss in the performance of its governmental functions. The
City protects against risks of loss through the purchase of insurance from Alabama Municipal
Insurance Corporation and the Municipal Worker's Compensation program. Insurance expenditures
are allocated within various departments of the General Fund and to other funds of the City based
on payroll and other experience factors, No changes in insurance coverages occurred compared to
the previous year nor has the City experienced any insurance settlements in excess of insurance
coverages over the past three years.

Page 24



Required Supplementary Information



Required Supplementary Information
Budgetary Comparison Schedules - General Fund

City of Evergreen
Evergreen, Alabama

For the Year Ended September 30, 2009

Revenues
Taxes
Licenses
Fines and costs
Rental income
Grant revenue
Airport revenue
Miscellaneous revenues

Total revenues

Expenditures
Current:
General government
Public safety:
Police
Fire
Court
Public works:
Streets and sanitation
Other
Civic improvement:
Airport
Eeconomic developrnent
Culiure and recreation
Capital outlay
Debt service
Total expendiiures

Excess of expenses over
revenues o

Other financing sources
Transfers in

Proceeds from issuance of long-term debt
Total other financing sources

Neti change in fund balance

Variance with

Final Budget
Budget Amounts Actual Amounts Positive
QOriginal Final Budgetary Basis (Negative)
$ 1,346,500 $ 1,846,500 kS 1,447,633 $ 101,033
220,000 220,000 217,411 (2,589)
75,000 75,000 96,968 21,968
44,660 44,660 64,581 19,921
20,200 20,200 882,076 - 861,876
70,000 70,600 71,002 7,002
96,500 96,500 196,728 100,228
1,872,860 1,872,860 2,982,200 1,109,439
1,141,360 1,141,350 1,191,535 (50,185)
064,500 964,500 783,861 180,639
38,000 38,000 30,255 7,745
59,400 59,400 60,080 (680)
572,500 572,500 1,116,496 {543,996)
82,600 82,600 78,784 3,816
128,000 128,000 79,905 48,095
90,000 90,000 338,870 (248,870}
309,300 309,300 279,159 30,141
50,000 1,699,464 1,915,962 (216,408)
350,513 350,513 357,471 {6,958)
3,786,163 5,435,627 6,232,378 {796,751)
(1,913,303) (3,562,76T) (3,250,079) 312 688
1,914,300 1,814,300 1,685,000 (229,300)
1,640,464 1,535,555 €113,909)
1,914,300 3,663,764 3,220,555 {343,209)
3 997 $ 907 3 (29,524) % (30,521)

The notes to the required supplementary information are an integral part of this schedule.
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Required Supplementary Information
Budgetary Comparison Schedules - General Fund (Continued)

City of Evergreen
Evergreen, Alabama
For the Year Ended September 30, 2009

The explanation of differences between budgetary revenues and expenditures and GAAP revenues
and expenditures are as follows:

Sources of Resources:
Actual amounts {pudgetary basis) from budgetary comparison schedule $ 2,982,299
Differences - Budget to GAAP:

The City budgets on the cash basis of accounting instead of modified accrual basis
of accounting. Revenues that are both measurable and available are considered
revenues for GAAP statements but is not a current resource for budgetary purposes. {7,534)

The City does not budget for interest income earned on cash and investments. 143,048

Total revenues as reported on the Statement of Revenues, Expenditures and Changes
in Fund Balances - General Fund. $ 3,117,813

Uses of Resources:
Actual amounts (budgetary basis) from budgetary comparison schedule $ 6,232,378
Differences - Budget to GAAP:

The City budgets other operating expenditures on the cash basis, rather than
on the modified accrual basis. {525,423)

Total expenditures as reported on the Statement of Revenues, Expenditures and
Changes in Fund Balances - General Fund. B 5,706,955

The notes to the required supplementary information are an integral part of this schedule,
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Required Supplementary Information

Budgetary Comparison Schedules - Proprietary Fund
City of Evergreen

Evergreen, Alabama

For the Year Ended September 30, 2009

Variance with

Final Budget
Budget Amounts Actual Amounts Positive
Original Final Budgetary Basis {Negative)

Charges for sexvices:

Electric revenues $ 5,314,000 $ 5,314,000 $ 5,697,728 283,728

Garbage revenues 250,000 250,000 224 285 (25,715)

Sewer revenues 485,500 435,500 435,101 {399)

Water revenues 669,500 669,500 658,009 (11,401)
Total operating revenue 6,669,000 6,669,000 6,915,213 246,213
Operating expenses
Personnel, operations and maintenance, utilities:

Electric expenses ' 3,794,136 8,794,136 3,802,114 {7.978)

Garbage expenses 103,000 103,000 94,181 8,819

Sewer expenses 216,000 216,000 224,386 (8,386)

Water expenses 512,856 512,855 471,070 41,785
Administrative costs 147,700 147,700 139,858 7,842
Total operating expenses 4,173,681 4,773,691 4,731,609 42,082
Nonoperating revenue (expenses)
Interest income 30,196 30,196
Interest expense {146,879 (146,879
Miscellaneous revenue 15,010 19,010 42,669 28,659
Total nonoperating revenue (expenses) 19,010 19,010 (74,014) (93,024)
Income before contributions, transfers &

special items
Transfers out (1,914,300) (1,914,300} €1,685,000) 229,300
Change in net assets 3 19 3 19 $ 424,590 424 571
The explanation of differences between budgetary revenues and expenses and GAAP revenues

and expenses are as follows:
Operating expenses:
Actual amounts (budgetary basis) from budgetary comparison schedule $ 4,731,609
Differences - Budget to GAAP:

Add (deduct) other reconciling items to adjust from budgetary basis

to aceruzal basis:

Change in acepunts payable 483,808
The City does not budget for depreciation expense 276,289

Total expenses as reported on the Statement of Revenues, Expenses and Changes
in Net Assets - Proprietary Fund. g 5,051,704

The notes to the required supplementary information are an indegral part of this schedule.
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Required Supplementary Information

Schedule of Funding Progress - Pension Plan

City of Evergreen
Evergreen, Alabama
For the Year Ended September 30, 2009

Actuarial Actuarial Accrued  Unfunded UAALasa
Actuarial Value of Liability (AAL) AAL Funded Covered Percentage Of
Valuation Assets Entry Age (UAALY Ratio Payroll Covered Payroll
Date {a) @) {b-a) {ahb) {c) ((b-a)ic)
913042002 4,454,184 4,136,300 (817,834 107.7% 1,712,997 -18.6%
9/30/2003 4,562,682 4,495,673 (67,009) 101.5% 1,781,211 -3.8%
9/30/2004 4,681,207 4,689,428 (91,779) 102.0% 1,701,834 -5.4%
9/30/2005 4,841,708 5,263,647 421,839 92.0% 1,747,346 24.1%
9/30/2006 4,999,442 5,648,340 648,907 88.5% 1,920,050 33.8%
9/30/2007 5,169,186 5,940,459 771,273 87.0% 1,827,767 42.2%
9/30/2008 5,189,435 6,144,130 954,695 84.5% 1,914,163 49.9%

The notes to the required supplementary information are an integral part of this schedule.
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Notes to Required Supplementary Information

City of Evergreen
Evergreen, Alabama
September 30, 2000

Note 1 - Stewardship, Compliance and Accountability
A. Budgetary Information
An annual budget is adopted for the General fund and the Water, Sewer, and Electric fund
on the cash basis that is not consistent with accounting principles generally accepted in the
United States of America (GAAP). All budgeting comparisons presented in this report are on
a non-GAAP budgetary basis (see below). Annual budgets are not adopted for the Special

Revenue fund, and Capital Projects fund.

The City follows these procedures in establishing the budgetary data reflected in the
financial statements of the annually budgeted funds:

1. Arvound July 1, instructions and budget workpapers are distributed ‘to -
departments and a revenue estimate for the following fiscal year is prepared.

2. Between August 1 and September 1,the following steps occur:

e Departments return copies of completed budget request forms to the City
Administrator.

» The Mayor and budget staff begin independent departmental reviews and
prepare recommended changes to departmental budgets.

e The Mayor submits recommended departmental changes to individual
departments affected.

e Departments incorporate recommended budget changes and update

budget schedules.
e The Mayor's recommended budget is finalized for submission to the City
Council.
3. Between September 1 and September 30 these final steps occur:

e The Mayor presents the proposed budget to the City Couneil.

e The City Council takes final action for approval of the operating budget
by the beginning date of the fiscal year.

The annual budget is prepared by department. For the General fund that includes operating
City departments, the Mayor, or appointed City staff, is authorized to make budget transfers
by objects within the activity categories of each department: personal services, operating
expenses and capital outlay. The legal level of budgetary control is by activity for General
fund departments. No budget amendments were made and/or approved by the City Council
during the year. The budget amounts are reflected in these financial statements.
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Notes to Required Supplementary Information (Continued)
City of Evergreen

Evergreen, Alabama

September 30, 2009

Note 1 - Stewardship, Compliance and Accountability (Continued)
B. Excess of Expenditures Over Appropriationé

The General fund incurred expenditures in excess of appropriations of the following amounts
for the year ended September 30, 2009:

General government % 50,185
Public safety:

Court 680
Civic improvement:

Fconomic development 248,870
Capital outlay 216,498
Debt service 6,958

The excess expenditures were provided by additional grant revenue received over budgeted
amounts, loan proceeds, previously issued Series 2006A bond proceeds and availabie reserves
in fund balance.

The Proprietary fund incurred expenditures in excess of appropriations of the following
amounts for the year ended September 30, 2009:
Electric expenses % 7,978

Sewer 8,386

The excess expenditures were provided by additional revenue received over budgeted
amounts.

Note 2 - Pension Plan
The City of Evergreen’s defined benefit pension plan provides retirement and disability

benefits, annual cost-of-living adjustments, and death benefits to plan members and
beneficiaries. A schedule of funding progress is presented herein.
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ALDRIDGE BORDEN €3 COMPANY
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Independent Accountants’ 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

Mayor and City Council
City of Evergreen
Evergreen, Alabama

We have audited financial statements of the governmental activities, the business-type
activities, each major fund, and the aggregate remaining fund information of the City of
Evergreen, Alabama, as of and for the year ended September 30, 2009, which collectively
comprise the City of Evergreen’s basic financial statements and have issued our report
thereon dated May 27, 2010. 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 Reporiing

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

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

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 a 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

ALDRIDGE, BORUEN & COMPANY, P.C.

Certified Public Accountants

74 Commerce Street, 36104 334 834 6640 tel

Post Office Box 33, 361010033 334 265 9605 fur .
Montgomery, Alabama www.aldridgeberden.com onlin,



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. We consider the
deficiencies described in the accompanying schedule of findings and questioned costs (items
09-01 and 09-02) to be significant deficiencies in internal control over financial reporting.

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 disclose
all significant deficiencies that are also considered to be material weaknesses. However, of
the significant deficiencies described above, we consider both items 09-01 and 09-02 to be
material weaknesses.

Compliagnce and Other Matters

As part of obtaining reasonable assurance about whether the City of Evergreen’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’'s responses to the findings identified in our audit are described in the
accompanying schedule of findings and questioned cost. We did not audit the City’s
responses and accordingly we express no opinion on them. '
This report is intended solely for the information and use of the City council, management,

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.

Mukﬁ@b, MM%,&G.

May 27, 2010
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Independent Accountants’ Report on Compliance With Requirements Applicable to Each
Major Program and on Internal Control Over Compliance in Accordance With OMB
Circular A-133

Mayor and City Council
City of Evergreen
Evergreen, Alabama

Compliance

We have audited the compliance of the City of Evergreen, Alabama with the types of
compliance requirements described in the U.S. Office of Management and Budget (OMB)
Circular A-138 Compliance Supplement that are applicable to each of its major federal
programs for the year ended September 30, 2009. The City's major federal programs are
jdentified 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 Agency’s management. Our responsibility is to express an opinion on the Agency’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’s compliance with those requirements and performing such other
procedures as we considered necessary in the circumstances. We believe that our audit
provides a reasonable basis for our opinion. Our audit does not provide a legal
determination on the Agency’s compliance with those requirements.

In our opinion, the City 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.

ALDRIDGE, BORDEN & COMPANY, P.C.

Certified Public Accountants

74 Commerce Street, 36104 334 834 6640 tel

Post Office Box 33, 36101-0033 334 265 9605 fax
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Internal Control Over Compliance

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

This report is intended for the information of the City council, management, 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.

@W‘—J%b, MM&MPG

May 27, 2010



Schedule of Findings and Questioned Costs

City of Evergreen
Evergreen, Alabama
For the year ended September 30, 2009

Section I - Summary of Auditor's Results
Financial Statements
Type of auditor's report issued: UNQUALIFIED

Internal control over financial reporting:

Any material weakness{es) identified? Yes No
Any significant deficiencies identified not considered
to be material weaknesses? Yes None reported
Any noncompliance material to financial statements
noted?
Federal Awards

Internal Control over major programs:

Any material weakness(es) identified? Yes No
Any significant deficiencies identified not considered
to be material weaknesses? j Yes ‘ None reported

Type of auditer's report issued on compliance for major
programs: UNQUALIFIED

Any audit findings disclosed that are required to be reported in
accordance with Circular A-133, Section .510(a)? J Yes } No

Identification of major programs:
CHDA Number(s) Name of Federal Program or Cluster
20.106 Airport Improvement Program

Dollar threshold used to distinguish between Type A and

Type B programs: $ 360,000
Auditee qualified as low-risk auditee? Yes @] No

Section II - Financial Statement Findings
09-01
Criteria:

Management of the City should ensure accurate loan documentation is maintained in the
City's records and determine the collectability of notes receivable.
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Schedule of Findings and Questioned Costs (Continued)

City of Evergreen
Evergreen, Alabama
For the year ended September 30, 2009

Condition:

The City is currently unable to produce documentation in regards to a mortzage note
receivable with the Industrial Development Board of the City of Evergreen. The balance of
this note has not been repaid.

Cause:

The document has been misplaced.
Effect:

There is some question as to whether this balance is a receivable or appropriation.
Recommendaltion:

The City should research the minutes and execute an updated note agreement.
Additionally, the matter of making this an appropriation should be considered. However,
such action could evidence that the Industrial Development Board should be consolidated.

Response:
Management agrees and will initiate discussions with the Industrial Development Board
to resolve the matter.
09-02
Criteria:

A strong internal control system is designed to include an assessment that the external
financial statements including note disclosures and overall presentation are materially
aceurate and complete in accordance with generally accepted accounting principles. Current
standards state that the internal control system can not rely upon the auditor for a control
procedure.

Condition:

The City does not currently have someone in management or on the Town Council that has
the necessary expertise and training to make certain assertions to make this assessment,

Cause:
Standards were changed to clarify management's responsibility for external reporting.
Effect:

Management's control over external reporting is limited to the Administrator's review of
the year end entries and drafts of the financial statements.

Recommendation:

We recommend that the City determine if a Council member can provide this service or
recruit someone from the community with governmental financial reporting expertise to
asgist in reviewing the financial statements.

Response:

Management will evaluate this condition and make a decision before the next fiscal year end.
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Schedule of Findings and Questioned Costs (Continued) |

City of Evergreen
Evergreen, Alabama . .
For the year ended Septeraber 30, 2009

Section III - Federal Award Findings and Questioned Costs

No matters reported
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Schedule of Prior Audit Findings
City of Evergreen

Evergreen, Alabama
For the year ended September 30, 2069

Finding:
08-01 Not corrected this year (shown as 09-01)

08-02 Not corrected this year (shown as 09-02)
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