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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, 2008, 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, 2008, 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 18, 2009, 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 infernal 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 Government Auditing 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 Evergreen’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.

O dge ., MW%,&G.

May 18, 2009
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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
atatements this narrative overview and analysis of the financial activities of the City of Evergreen
for the fiscal vear ended September 30, 2008,

Financial Highlights

® On a government-wide basis, the City's net assets increased by $1,288,449 for the
fiscal year, primarily due to an increase in revenue from charges for service in the
utility operations, which was due to a rate increase and additional capital grants
used for improvements in infrastructure.

e The City’s combined net assets total $14,993,338 at September 30, 2008. Of this
amount, $4,642,758 is available (unrestricted) to finance ongoing governmental
programs and $1,136,263 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:
1) government-wide financial statements; 2) fund financial statements; and 3) 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.

Government-wide Statements Proorietary Fund Statements Fund Statements
Scope Entire City government and the | Activities the Board operates The activities of the City, such as
City's coraponent 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 & Statement of revenues, & Statement of revenues,
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 accrual accounting
basis and economic resources focus economice resources focus and current financial resources
measurement focus
focus
Type of asset! All assets and liabilities, both All assets and liabilities, both Only assets expected to be used
liability financial and capital, and short- | financial and capital, and up and liabilities that come due
information term and long-term short-term and long-term during the year or soon thereafter; no
capital assets included
Type of inflow/ All revenues and expenses | Al revenues and expenses | Revenues for which cash is
outflow during year, regardless of when | during year, regardless of received during or soon after the
information cash is received or paid when cash is received or paid end of the year, expenditures when
goods 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 Evergreén that
are principally supported by taxes and intergovernmental revenues (governmental activities). The
governmental activities of the City include the following:

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

e  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,

e  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 governmeni-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 so, 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,

it



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 and the special revenue
funds 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

Special Revenue 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-fype 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 hag 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
gtatements 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 fime as a useful indicator of a government'’s financial
position. In the case of the City of Evergreen, assets exceeded liabilities by $14,993,338 at the close
of the fiscal year.
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Management’s Discussion and Analysis (Continued)

A significant portion of the City of Evergreen’s net assets is its investment in capital assets (e.g.,
land, 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
assets 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 assets 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 $11,145,487 up
$997.413 from the prior year. Transfers from business activities accounted for the increase, earning
approximately $2,038,036 prior to the transfer of $1,742,000 to governmental activities. As a resuit,
business-type activities reflect an increase in net assets of $201,036. The increases/decreases of
revenues over/funder 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 year
and would increase when the portion of taxes and other revenues exceed operating expenses but are
not invested in capital assets.

The following tables present condensed statements of the City’s net assets at September 30, 2008
and Z00T.

Condensed Statement of Net Assets

City of Evergreen
Evergreen, Alabama
September 30, 2008

Governmental Business-Type

Activities Activities Total

Asszets
Current and other assets b 5,918,506 § 5,662,856 $ 11,581,361
Capital assets 9,581,807 2,711,588 12,293,395
Total assets 15,500,313 8,374,443 23,874,756
Current and other

liabilities 514,826 1,014,474 1,529,300
Long-term liabilities 3,840,000 3,512,118 7,862,118
Total liabilities 4,354,826 4,526,592 8,881,418
Net assets
Invested in eapital assets,

net of related debt 5,827,729 2,711,688 8,639,317
Restricted 675,000 675,000
Unrestricted 4,642,758 1,136,263 5,779,021
Total net assets $ 11,145,487 § 3,847,851 § 14,993,338
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Management's Discussion and Analysis (Continued)

Condensed Statement of Net Assels

City of Evergreen
Evergreen, Alabama
September 30, 2007

Assets
Current and other assets
Capital assets

Total assets

Current and other
liabilities
Long-term liabilities

Total labilities

Net assets

Invested in capital assets,
net of related debt

Restricted

Unrestricted

Total net assets

Governmental Business-Type

Activities Activities Total

$ 6,334,068 % 5,652,933 $ 11,887,001
8,198,151 2,702,216 10,900,367
14,532,219 8,255,149 22,787,368
339,145 1,007,191 1,346,336
4,045,000 3,691,143 7,736,143
4,384,145 4,698,334 9,082,479
4,479,990 2,702,216 7,182,206
874,761 874,761
4,796,323 854,599 5,650,922

$ 10,161,074 $ 3,556,815 $ 13,707,589




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
econdensed statements of the City's activities for the years ended September 30, 2008 and 2007:

Condensed Statement of Activities

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

Governmental Business-Type

Activities Aectivities Total
Revenues
Program revenues:
Charges for services $ 436,474 % 6,804,172 § 7,240,646
Operating grants and contributions 160,765 160,765
Capital grants and contributions 977,053 977,053
General revenues
Sales taxes 867,599 867,699
Property taxes 291,650 291,650
Unrestricted grants and contributions 357,999 357,999
Other income 253,971 128,754 382,725
Transfers 1,742,000 {1,742,000)
Total revenues 5,087,511 5,190,926 10,278,437
Program activities:
Governmental activities
General government 645,179 645,179
Public safety 1,305,645 1,805,645
Public works 842,228 842,228
Civic improvement 640,918 640,518
Culture and recreation 422,149 422,149
Interest charges 159,028 159,026
Unallocated depreciation 74,953 74,953
Business-type activities
Utility expenses 4,899,850 4,899,890
Total expenses 4,090,098 4,899,890 8,989,988
Net increase 3 997,413 % 291,036 § 1,288,449
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Management’s Discussion and Analysis (Continued)

Condensed Statement of Activities

City of Evergreen
Evergreen, Alabama
For the year ended September 30, 2007

Governmental Business-Type

Activities Activities Total
Revenues
Program revenues:
Charges for services $ 272658 § 6,041,390 3% 6,313,948
Operating grants and contributions 163,210 163,210
Capital grants and contributions 40,117 40,117
(General revenues :
Sales taxes 854,098 854,008
Property taxes 266,557 266,557
Unrestricted grants and contributions 544,087 544,087
Other income 277,685 33,865 311,450
Transfers 2,076,000 (2,076,000
Total revenues 4,494,212 3,999,255 8,493,467
Program activities:
Governmental activities
CGeneral government 624,697 624,697
Public safety 1,215,113 1,215,113
Public works 1,264,443 1,264,443
Civic improvement 514,832 514,832
Culture and recreation 394,252 394,252
Interest charges 189,863 189,863
Unallocated depreciation 74,722 74,722
Business-type activities '
Utility expenses 4,350,137 4,350,137
Total expenses 4,277,922 4,350,137 8,628,059
Net increase (decrease) $ 216,290 % {350,882) § {134,592)

For the fiscal year ended September 30, 2008, net assets for governmental activities increased
$994,413 with the increase primarily coming from the business-type activities as shown in the
transfer of $1,742,000 from the proprietary fund.

"The increase in net assets in governmental activities is related in great part to construction of assets,
rather than accumulation of cash or other liquid assets.

The increase in net assets in business-type activities is due to a $830,000 decrease in the amounts
transferred to the general fund.

vii



Management’s Discussion and Analysis (Continued)

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).

Governmental Activities
Revenues

Governmental activities revenues totaled $56,087,611 for fiscal year 2008, an increase of $593,299
from 2007. The increase is attributable primarily to an increase in grant revenues to pay for capital
assets. 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 6% of governmental revenues.

Hxpenses

Governmental expenses totaled $4,090,098 for the fiscal year. Of the expenditures, 36% or
$1,483,146 iz related to streets and civic improvements, while 32% or $1,305,645 is related {o public
safety for police, fire and municipal court services. General government expenses were 16% or
$645,179 while parks, recreation and culture expenses amounted to $422,149 or 10%. Interest on
long-term debt accounted for 4% or $159,026 of governmental expenses. Overall, governmental
activities expenses decreased 4%, or $187,824 from 2007.

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 $6,804,172 in charges, $5,442,427 or 80% comes
from the City's electric operations, and $1,125817 or 17% comes from water and wastewater
operation. The remaining charges $235,928 or 3% are from the City’s garbage operation.

Expenses

Electric services account for $3,700,763 or 75% of the City’s business-type activities while water and
wastewater expenses totaled $684,482 or 14%, depreciation costs were $284,047 or 6%, garbage costs
were $97,735 or 2% and administrative costs were $132,864 or 3% for a total of $4,899,890.

Financial Analysis of the City’s Funds

Governmental funds

The combined fund balances of governmental funds for the fiscal year ended September 30, 2008, is
$5,600,899. This represents a $521,128 decrease in fund balances, primarily due to expenditures
associated with capital outlays, and less transfers received from the business-type activities. A
review of some of the more significant funds follows.

General Fund

The fund balance of the General Fund decreased $301,157, primarily due to a decrease in transfers
from the business-type activities during the 2008 fiscal year.
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Management’s Discussion and Analysis (Continued)

Debt Service

Debt Service Fund expenditures exceeded revenues by $359,628 due to less transfers from the
general fund, thereby utilizing available reserve funds.

General Fund Budgetary Highlights

A detailed budgetary comparison schedule for the fiscal year ended September 30, 2008, can be
found starting on page 26. A summarized schedule is presented below:

Condensed Budgetary Comparison Schedules - General Fund

City of Evergreen
Evergreen, Alabama
For the year Ended September 30, 2008

Variance with

Final Budget
Budget Amounts Actual Amounts Positive
Original Final Budgetary Basis  (Negative)
Revenues
Taxes $ 1,859,000 & 1,359,000 § 1,464,867 § 105,867
Licenses 225,000 225,000 167,319 {657,681
Fines and costs 60,000 60,000 89,905 29,905
Rental income 124,600 124,600 38,697 (91,003
CGrant revenue 25,800 25,800 999,943 974,148
Miscellaneous revenues 96,700 96,700 273,699 176,999
Total revenues 1,891,100 1,891,100 3,028,330 1,188,230
Expenditures
Current:
General government 1,109,870 1,109,870 1,079,954 29,916
Public safeiy 979,305 979,305 905,996 73,309
Public works 616,000 616,000 624,695 (8,695)
Civic improvement 226,000 226,000 760,969 (534,269)
Culture and recreation 283,300 283,300 300,208 (16,908)
Capital outlay 115,000 115,000 1,471,740 (1,356,740)
Debt service 349,637 349,537 349,521 16
Total expenditures 3,679,012 3,679,012 5,493,083 (1,814,071)
Excess of expenditures
over revenues (1,787,912  (1,787,812) (2,463,753) (675,841
Other financing sources
Transfers in 1,600,000 1,600,000 2,079,329 479,329
Net change in fund balance $ (187,912 § (187,912) % (384,424) $ (196,512)

ix



Management’s Discussion and Analysis (Continued)

Proprietary Fund

The total revenue increased $769,633 from 2007 as a result of a combined increase in electric,
garbage, water, and wastewater revenues of $762,782. The increase in these revenues is primarily
due to a rate adjustment which was enacted and passed on to our citizens during the current year.

The total expenses went up $549,754 from 2007 primarily as a result of repair projects to the City's
water towers, an increase in electric power purchases, and interest expense.

Proprietary Fund Budgetary Highlights

A detailed budgetary comparison schedule for the fiscal year ended September 30, 2008, can be
found starting on page 28. A summarized schedule is presented below:

Condensed Budgetary Compuorison Schedules - Proprietary Fund

City of Evergreen
Evergreen, Alabama
For the year Ended September 30, 2008

Variance with

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

Operating revenues ‘
Charges for utility services % 6,659,010 § 6,659,010 § 6,804,172 § 145,162
Total operating revenues 6,659,010 6,659,010 6,804,172 145,162
Operating expenses
Personnel, operations and

maintenance, utilities 4.620,355 4,620,355 4,326,380 283,975
Administrative costs 123,700 123,700 132,865 {9,165
Total operating expenses 4,744,055 4,744,055 4,459,245 284,810
Nonoperating revenue ' 23,000 23,000 128,754 105,754
Nonoperating expense {153,539) (153,539)
Transfers out (1,600,000) (1,600,000} (1,742,000) (1.42,000)
Change in net assets $ 337955 § 337955 % 578,142 § 240,187

Capital Asgets

At September 30, 2008, the City of Evergreen’s investment in capital assets in governmental and
business-type activities amounted to $12,293,395 net of accumulated depreciation. This includes
land, buildings, equipment, and infrastructure (roadways and bridges). New additions fo capital
assets included the ongoing construction of the sewer project, landscape enhancement and airport
development project as well as purchases of vehicles and equipment during the year.



Management’s Discussion and Analysis (Continued)

Debt Administration

For the year ended September 30, 2008, the City’s long-term debt decreased by an amount of
$319,863. The decrease in debt for the fiscal year was due to the payment of principle on long-term
bonds payable

Economic Factors

The City of Evergreem’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 triad of
healtheare, agriculture and industry.

The City’s primary sources of revenue continue to arise from sales, real and personal 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 Larry W. Fluker,
Mayor or Peggy Howell, City Clerk/Treasurer at 355 Fast Front Street, Evergreen, Alabama 36401 —
{251) 578-1574.

xi
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Statement of Net Assets

City of Evergreen
Evergreen, Alabama
September 30, 2008

Assets

Cash

Certificates of deposit
Accounts receivable, net
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
Eguipment and vehicles, net
Infrastructure, net

Total assets

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

Total Habilities

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

Total net assets

Primary Government

Governmental Buginess-Type

Activities Activities Total
2,252,673 352,206 $ 2,604,879
2,000,000 2,000,000
25,417 893,398 918,815
536,064 336,064
68,771 68,771
12,0438 337,228 349,271
147,600 94,563 242,163
767,372 3,985,460 4,752,832
308,566 308,666
3,476,478 19,301 3,495,779
2,752,694 2,752,694
2,598,876 2,598,876
1,414,920 93,411 1,508,381
1,937,716 1,937,715
15,500,313 8,374,443 23,874,756
187,489 415,241 602,730
18,639 6,212 24,851
348,535 348,535
231,691 231,691
21,398 12,795 34,193
245,137 190,000 436,137
42 163 32,118 74,28}
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
324,018 324,018
4 4
350,978 350,978
4,642,758 1,136,263 5,779,021
11,145,487 3,847,851 $ 14,993,338

The notes to the financicl statemenlts are an integral part of this statement.
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Statement of Revenues, Expenditures, and Cﬂd‘fbges in. Fund Balances - Governmental Funds

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

Special Total
General Debt Capital Revenue Governmental
Fund Service Projects Funds Funds
Revenues
Taxes $ 1,464,867 3 137,875 & 1,602,742
Licenses 167,319 167,319
Fines and costs 103,121 103,121
Fees 10,892 10,892
Rental income 33,597 33,697
Investment income 151,081 3 3,118 154,199
Grant revenue 999,943 999,943
Airport revenue 121,545 121,545
Miscellaneous revenues 152,154 152,154
Total revenues 3,193,627 3,118 148,767 3,345,512
Expenditures
Current:
General government 629,805 629,805
Public safety:
Police 1,057,999 1,057,999
Fire 26,402 34,527 60,929
Court 77,413 77,413
Public works:
Streets and sanitation 636,563 636,563
Other 98,376 98,376
Civic improvement:
Airport 216,073 216,073
Feonomic development 335,295 335,295
Culture and recreation 380,311 380,311
Capital outlay 1,816,493 1,816,493
Debt service:
Principal ) 185,000 185,000
Interest 164,521 164,521
Total expenditures 5,274,730 349,521 34,627 5,658,778
Excess of revenues over
{under) expenditures & (2,081,103) $  (346,403) 3 $ 114,240 $ (2,313,266)

The notes to the financial statements are an integral part of this stafement,
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Statement of Net Assets - Proprietary Fund

City of Evergreen
Evergreen, Alabama
September 30, 2008

Assets

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

Total current assets

Restricted assets
Customer meter deposits
Bond funds

Total restricted assets

Property and equipment
Land i

Office equipment

Utility system

Utility equipment

Less: accumnulated depreciation
Total property and equipment

Other assets
Bond issue costs (net)

Total assets

Liabilities and fund balance
Current liabilities

Accounts payable

Accrued liabilities

Deferred revenue

Total current liabilities

Payable from restricted assets

Accrued inferest payable

Current portion of bonrds payabie

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 Habilities and net assets

The notes to the financial statemenlts are on integral part of this statement.

Page 8

$ 352,206
893,398
337,228

1,582,832

348,133
3,637,327

3,985,460

19,301
93,411
9,106,616
990,804
(7,498,544)

2,711,688

94,563

8,874,443

415,241
6,212
231,691

653,144

12,795
180,000
348,535

551,330

32,118
3,280,000

3,322,118
4,626,692

2,499,164

1,348,687
3,847,851

$ 81374443



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

Proprietary Fund

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

Operating revenues
Electric revenues

Garbage revenues

Sewer revenues

Water revenues
Miscellaneous revenue
Total operating revenunes

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 cut

Change in net assets
Total net assets, beginning

Total net assets, ending

The notes to the financial statements are an integral part of this statement,
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$ 5,442,427
235,928
436,253
689,564

31,301

6,835,473

3,547,224
97,735
186,931
497,551
284,047
132,864

4,746,352

2,089,121

97,453

(153,538)
(56,085)

2,033,036

(1,742,000}

201,036

3,056,815

$ 38,847,851



Statement of Cash Flows - Proprietary Fund

City of Evergreen
Evergreen, Alabama
September 30, 2008

Operating activities
Receipts from customers and users
Payments to suppliers
Payments to employees

Net cash flow from operating activities

Capital financing activities
Purchase of fixed assets
Payments to long-term debt
Net cash flows from noncapital financing activities

Noneapital financing activities
Transfers out

Investing activities
Proceeds from sale of fixed assets
Interest paid

Net cash from investing activities

Net change in cash and cash equivalents
Cash and cash equivalents, beginning

Cash and cash equivalents, ending

Displayed on the Statement of Net Assets as:
Cash and cash equivalents

Restricted assets:
Customer deposits
Bond funds

Operating income

Adjustrﬁents to reconcile operating income to
net cash from operating activiies:
Depreciation
Gain from sale of fixed assets
Decrease (increase) in operating assets
and increase {decrease) in operating liabilities:
Change in assets and Habilities:
Receivables
Inventories
Accounts payable
Accrued expenses

Net cash provided by operating activities

The notes to the financial statements are an integral part of this statement.
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$ 6,804,125
(8,739,623)
(684,284
2,380,218

(294,210
(185,000)
(479,210)

(1,742,000

1,130
(56,0885)

(54,955)

104,083
4,221,566
4,325,619

852,206

348,133
3,637,327
4,337,666

$ 2,089,121

$ 284,047
(339)

(39,165)
33,296
4,303
8,955

2,380,218

£ 2380218



Notes to Financial Statements

City of Evergreen
Evergreen, Alabama
September 30, 2008

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. Ifs
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 Financial Statements
Finaneial 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.

s Basic Financial Stotements: 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 self-
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 fo 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 ifems are recoghized 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, 2008

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 pericd. 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 cost-reimbursement grant rescurces fo 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:

e 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 ancther fund.

e  The Debt Service Fund of the city accounts for the servicing of most long-term debt not
being financed by the Propretary fund. Sources of funds for the servicing of the debt
include general fund revenues.

s  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 Eleciric Fund accounts for water, sanitary sewer and electric
services 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, 2608

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, 1989, Accounting Principle Board Opinions,
and Accounting Research Bulletins, unless those pronouncements conflict with Government
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 andfor 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-heu of taxes and other charges
between various functions of the City. Elimination 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 result from providing services and producing and delivering goods in
connection with a proprietary fund’s principal ongoing operations. The principal operating 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.

Cash and cash eguivalents - 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
{I.8. Treasury, commercial paper, corporate bonds and repurchase agreements

D. Assets, Liabilities, and Net Assets
Receivables and Pavables - All outstanding balances between funds are reported as “due to/from

other funds.” Any residual balances putstanding between the governmental activities and business-
tvpe 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, 2008

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 delinquent 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, 2008, the allowance for uncollectible accounts was $255,588.

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 reguired 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
statements.

Restricted Assets- Governmental Tvpe 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 $350,978 at September 30,
2008,

In the City’s General Fund, certain funds are restricted for future economic development. These
funds are related to the Special Obligation Bonds, Series 2008-A discussed in note 5. These funds
are held by First Commercial Bank of Birmingham and totaled $331,059 at September 30, 2008.

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, 2008 was $308,566.

Page 14



Notes to Financial Statements (Continued)
City of Evergreen

Evergreen, Alabama

September 30, 2008

Note 1- Summary of Significant Accounting Policies (Continued)

Restricted Assets- Business Type Funds

In the City's Proprietary Fund, certain funds related to the issuance of the Electric Warrants Series
2008, 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 $3,637,327 at September 30, 2008.

In addition, meter deposits from customers are restricted in the City’s Proprietary Fund and totaled
$348,535 at September 30, 2008,

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 assefs 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 asseis 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 unallocated. Property, plant,
and equipment of the primary government are depreciated using the straight-line method over the
estimated useful lives as follows:

Asgets Years
Buildings 40
Building improvements 20
Infrastructure 10-20
Automobiles 5
Office equipment 10
Computer equipment 5
Machinery 10
Utility 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 confinuous 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 days
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Notes to Finanecial Statements (Continued)
City of Evergreen

Evergreen, Alabama

September 30, 2008

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 time for that month; and those hired
after the 15% of the month begin earning vacation on the first day of the following month. A new
emplovee 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
esarned. 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 city service, an individual will be paid for all unused accrued vacation leave at
his/her 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 (758) 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
acerued, unused sick leave.

Deferred Revenue — Deferrved 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 assets nel of related debt 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 net 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 invested in capital assets net of related debt.

Heonomic 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, 2008

Note 2 - Certificates of Deposit

At September 30, 2008, the City’s certificates of deposits are carried at cost, which approximates fair
market value. The certificates of deposits bear interest at 5%, and have a maturity date of February

2012,

Note § — Capital assets

Capital asset activity for the year ended September 30, 2008 was as follows:

Governmental activities:
Land
Construction in progress
Buildings and improvements
Equipment and vehicles
Infrastructure

Total capital assets
Less aceumulated depreciation for:
Buildings and improvements

Equipment and vehicles
Infrastructure

Total accumulated depreciation

Governmental activities fixed assets, net

Business-type activities:

Land
Utility system and equipment

Total capital assets
Less aceumulated depreciation for:

Utility system and equipment
Total accumulated depreciation

Business-type activities fixed assets, net

Beginning Ending
Balance Additions Disposals Balance
$ 369,126 - $ 369,126

2,313,047 $ 794,505 3,107,352
4,609,738 76,840 4,686,578
2,601,850 463,636 3 (52,359) 3,018,127
3,168,623 455,906 3,624,429
13,062,284 1,790.687 (52,359) 14,800,612
1,807,035 126,849 1,933,884
1,445,023 153,184 1,598,207
1,612,075 74,639 1,686,714
4,864,138 354,672 5,218,805
$ 8,198 151 % 1,436,015 $ (52,369) & 9,581,807
$ 19,301 g 19,301
9,903,396 $ 294211 8 (8,776) 10,190,831
9,922,697 294,211 (6,776) 10,210,132
7,220,481 278,063 7,498 544
7,220,481 278,063 7,498,544
& 2702216 16,148 (6,776) § 2,711,588

Construction in progress at September 30, 2008 consists of construction of sewer lines along
Interstate 65/U.S. Highway 84, renovations to landscaping and sidewalks through out the City, and

additions to the airport.
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Notes to Financial Statements (Continued)
City of Evergreen

Evergreen, Alabama

September 30, 2008

Note 3 ~ Capital assets (Continued)

Depreciation expense of $74,953 of the Governmental activities infrastructure assets is not allocated
to the functions. The depreciation expense for all other depreciable assets is charged to
functions/programs of the primary government as follows:

General government $ 13,352
Public safety:

Police 33,906

Fire 69,592
Public works:

Streets and sanitation 105,950

Other R 492
Civie improvement:

Airport 12,857

Economic development 61,691
Culture and recreation 34,238
Total allocable depreciation expense 332,078
Unallocated depreciation expense 74,953
Total depreciation expense $ 407,031

Note 4 - Interfund Receivables, Payables, and Transfers

Transfers:

From General fund to

Debt Service fund $ 349,521
From Debt Service fund to

General fund - ' 362,746
From General fund to

Capital Projects fund 25,417
From Water, Sewer, Electric fund to

General fund 1,742,000
Total $ 2,479,684

The interfund payables were as follows:

Receivable Fund Payable Fund Amount

General Fund Capital Projects Fund 3 9,983
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Notes to Financial Statements (Continued)
City of Evergreen

Evergreen, Alabama

September 30, 2008

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 coliected in a fund to provide operating advances to other funds in accordance
with budgetary authorizations. The due tofrom 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 3.856% 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.

In 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 iz 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 colflection 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, 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 (¢) paying the
estimated coste 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 Eleetric 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, pavable 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, 2008

Note 5 — Long-term debt (Continued)

Qutstanding Debt

The amount of debt outstanding at September 30, 2008, and information related to it was as follows:

Amount Due

Face Final Interest Principal Ending  Within One
Description Amount Maturity Rates (%) Maturities Balance Year
Series 2001 SEF $ 810,000 08/15/2020 3.85% $40,000 t0o $70,000 $ 685,000 $ 45,000
Series 2002 SRF § 695,000 08/15/2022 3.50% $30,000 to $55,000 600,000 35,000
Series 2003 SRF $ 860,000 11/01/2022 2.25% to 5.00%  $35,000 to §75,000 755,000 40,000
Series 2006-A $ 2,135,000 09/01/2027 3.75% to 4.26% §70,000 to $185,000 1,995,000 75,000

Series 2007 EW $ 3,665,000
Bank of Evergreen § 50,137
Total

Future Debt Service

09/01/2022  3.80% to 5.00%
02/13/2009 6.00%

$185,000 to $315,000

3,480,000 190,000

50,137 50,137

$ 7,665,137 § 435,137

Changes in Long-Term lLisbilities

Series 2001 SRW

Series 2002 SRW

Series 2003 SRW

Series 2006A.

Series 2007 Electric Warrants
Bank of Evergreen

Total warrants and notes

Compensated absences

Totals

September 30 Principal Interest
2009 $ 440,137 8 306,443
2010 405,000 287,876
2011 415,000 272,758
2012 430,000 257,123
2013 450,000 241,431
2014-2027 5,425,000 1,359,875
Amounts
Beginning Ending Due Within
Balance Additions Reductions Balance One Year
$ 730,000 $ (45,0000 $ 685,000 $ 45,000
635,600 (35,000) 600,000 35,000
790,000 (35,000) 765,000 40,000
2,065,000 (70,000) 1,995,000 75,000
3,665,000 (185,000) 3,480,000 196,000
3 50,137 50,137 50,137
7,885,000 50,137 (370,000) 7.565,137 435,137
46,823 {4,660) 42,163
$ 7,931,823 & 50,187 § (374,660) § 7,607,300 $ 435,137
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Notes to Financial Statements (Continued)
City of Evergreen

Evergreen, Alabama

September 30, 2008

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 proceeds from the note were used to purchase the truck, which had a book
value of $74,662 at September 30, 2008,

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.

Speeial 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 Proiects 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, 2008, 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.

During the year ended September 30, 2008 the City received from the Kconomic Development
Administration two 15 vear 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, 2008. An additional $397,000 toward the construction of the library is to be 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.
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Notes to Financial Statements (Continued)
City of Evergreen

Evergreen, Alabama

September 30, 2008

Note 7 - Contingent Liabilities and Commitments (Continued)
Litigation
The City is involved in various legal proceedings that normally cccur in government operations.

The City is a defendant in ltigation that alleges the City is responsible for back up into the
plaintiff's house causing property damage. The case is set to go to trial in October 2009. In the
event of an unfavorable outcome the damages against the City have a statutory cap of $100,000. The
City intends to vigorously defend its position in this matter.

The City is a defendant in litigation that alleges personal imjury to the plaintiff that resulted from
the plaintiff running into a City garbage truck being driven by a City employee. A trail date has not
yet 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.

The City is a defendant in litigation related to two workers compensation claims alleging personal
injury to the plaintiffs while employed with the City. Both cases are set for trial in October 2009,
A favorable outcome is expected in both cases. In the event of an unfavorable outeome the damages
related to each case could range from $10,000 to $20,000 and $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.

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. 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-lving adjustments, and death benefits to plan members and beneficiaries. The City's
pension plan is affiliated with 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
fAinancial statements and reguired supplementary information for ERS.
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Notes to Financial Statements {Continued)
City of Evergreen

Evergreen, Alabama

September 30, 2008

Note 9 - Pension Plan (Continued)

That report may be obtained by writing to Retirement Systems of Alabama, P.O. Box 302150,
Montgomery, AL 36130-2150 or by calling (334) 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 caleculated 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 tén 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 Alabama, 1945, for the purpose of providing retirement 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.

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 0.33%, 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 Pengion Cost
For the year ended September 30, 2008, the City’s annual pension cost of $124,719 was equal to the
City's required and actual contributions. The required contribution was determined as part of the

September 30, 2006, actuarial valuation.

Actuarial Methode and Assumptions:

Valuation Date: T 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: 4.61% - 7.756%*

Cost of Living Adjustments: None

*Tncludes inflation at 4.50%
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Notes to Financial Statements (Continued)
City of Evergreen

Evergreen, Alabama

September 30, 2008

Note 9 - Pension Plan {Continued)

Trend Information for the Retirement Svstem (latest available)

Annual

Fiseal Pension

Year Cost Obligation
Ending {APC) Contributed (NPO)
9/30/2002 52,561 100% $0
9/30/2003 50,503 100% 0
9/30/2004 69,932 106% 0
9/30/2005 80,027 100% 0
9/30/2006 87,222 100% 0
9/30/2007 105,963 100% 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 expendifures
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.
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Required Supplementary Information
Budgetary Comparison Schedules - General Fund

City of Evergreen
Evergreen, Alabama
For the Year Ended September 30, 2008

Variance with

Final Budget
Budget Amounts Actual Amounts Positive
Original Final Budgetary Basis (Negative)
Revenues
Taxes $ 1,358,000 $ 1,359,000 $ 1,464,867 $ 105,867
Licenses 225,000 225,000 167,319 (57,681)
Fines and costs 60,000 60,000 89,905 29,905
Rental income 124 600 124,800 33,697 {91,003)
Grant revenue 25,800 25,800 999,043 974,143
Airport revenue 121,545 121,546
Miscellaneous revenues 96,700 06,700 152,154 55,464
Total revenues 1,891,100 1,801,100 3,029,330 1,138,280
Expenditures
Current:
General government 1,109,870 1,109,870 1,079,954 28,916
Public safety:
Police 893,000 893,000 824,888 68,112
Fire 25,500 25,500 26,319 {819}
Court 60,805 60,805 54,789 6,016
Public works:
Streets and sanitation 531,000 531,000 546,939 (15,939
Other 85,000 85,000 71,756 7,244
Civic improvement:
Airport 136,000 136,000 429,798 {203,798)
Economeic development 90,000 90,600 331,871 (241,171)
Culture and recreation 283,300 283,300 300,208 (16,908)
Capital outlay 115,000 115,000 1,471,740 (1,356,740)
Debt service 349,537 349,537 349,521 16
Total expenditures 3,670,012 3,679,012 5,493,083 (1,814,071)
Excess of expenses over
revenues (1,787.912) (1,787,912) (2,463,753 {675,841)
Other financing sources
Transfers in 1,600,000 1,800,000 2,079,329 479,325
Net change in fund balance $ {187,912 $ (187,912) $ {384,424 $ (196,612

The notes to the required supplementary information are an integral parl 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, 2008

The explanation of differences between budgetary revenues and expenditures and GAAP revenues

and expenditures are as follows:
Sources of Resources:
Actual amounts (hudgetary basis) from budgetary comparison schedule
Differances - Budget to GAAP:

The City budgets on the cash basis of accounting ingtead of modified accrual basis
of accounting. Revenues that are both measurable and dvailable are considered -

revemues for GAAP statements but is not a current resource for budgetary purposes.

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

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

Uses of Resources:
Actual amounts (budgetary basis) from budgetary comparison schedule
Differences - Budget to GAAP:

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

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

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, 2008

Variance with

Final Budget
Budget Amounts Actuzl Amounts Positive
Original Final Budgetary Basis {(Negative)
Charges for services:
Electric revenues $ 5,313,510 $ 5,313,510 3 5,442 427 § 128,917
Garbage revenues 250,000 250,600 235,928 (14,072)
Sewer revenues 435,500 455,500 436,253 753
Water revenues 660,000 660,000 689,564 29,564
Total operating revenue 6,659,010 6,659,010 6,804,172 145,162
Operating expenses
Personnel, operations and maintenance, utilities:
Electric expenses 3,510,000 3,510,000 3,543,612 (33,612)
Garbage expenses 133,000 133,000 97,735 35,265
Sewer expenses 413,000 413,000 186,932 226,068
Water expenses 564,355 564,355 498,101 66,254
Administrative costs 128,700 123,700 132,865 (9,165)
Total operating expenses 4,744,055 4,744,055 4,459,245 284,810
Nonoperating revenue {expenses)
Interest income 97,453 97,453
Interest expense {153,539) (153,539)
Miscellaneous revenue 23,000 23,000 31,301 5,301
Total nonoperating revenne (expenses) 23,000 23,000 (24,785) {47,785}
Income hefore contributions, transfers &
special items
Transfers out (1,600,000) (1,600,000} (1,742,000} {142,000)
Change in net assets. - § 3379560 $ 337,955 $ 578,142 § 240,187

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 3 4,459,245
Differences - Budget to GAAP:
Add (deduct) other reconciling items to adjust from budgetary basis
to accrual bagis:
Change in accounts payable 3,060
The City does not budget for depreciation expense 284,047
Total expenses as reported on the Statement of Revenues, Expenses and Changes
$ 4,746,352

in Net Assets - Proprietary Fund.
The notes to the required supplementary information are ar integrol 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, 2008

Actuarial Actuarial Accrued Unfunded UAAL asa
Actuarial Value of Liability (AAL) AAL Funded Covered Percentage Of
Valuation Assets Entry Age (UAALY Ratio Payroll Covered Payrolt
Date {a} (D) {b-a) {ab) {c) ((h-a}/e)
9/30/2002 4,454,134 4,136,300 (317,834) 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 4,589,428 (91,779 102.0% 1,701,834 -5.4%
9/30/2005 4,841,708 5,263,547 421,839 92.0% 1,747,346 24.1%
9/30/2006 4,999,442 5,648,348 648,907 88.5% 1,920,050 33.8%
9/30/2007 5,169,186 5,940,459 11,273 87.0% 1,827,767 42.2%

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

City of Evergreen
Evergreen, Alabama
September 80, 2008

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 generaily 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. Around 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 oceur:

¢ 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.

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

s« Departments incorporate recommended budget changes and update

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

o The Mayor presents the proposed budget to the City Council.

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, 2008

Note 1- Stewardship, Compliance and Accountability (Continued)

B.

Excess of Expenditures Over Appropriations

The General fund incurred expenditures in excess of appropriations of the following amounts
for the year ended September 30, 2008:

Public safety:

Fire % 819
Public works:

Streets and sanitation 15,939
Civic improvement:

Airport ‘ 293,798

Eeconomic developmen 241,171
Culture and recreation 16,908
Capital outlay 1,356,740

The excess expenditures were provided by additional grant revenue received over budgeted
amounts, loan proceeds, previously issued Series 2006A bond proceeds and available reserves
in fund balance. Loan and bond proceeds are not budgeted.

The Proprietary fund incurred expenditures in excess of appropriations of the following
amounts for the yvear ended September 30, 2008:

Electric expenses $ 33,612
Administrative costs 9,165

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
henefits, 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 €8 COMPANY

Mayer W. Aidridge, CPA (1883-1970)
John R. Borden, CPA {1916-1584)

PARTNERS PRINCIPALS

Dave G. Borden, CPA, ABV Bomnee Barrow Coker, CPA

James E. Blake, CPA Leigh McCalla Dykes, CPA

William L. Cox, PA, CVA Ashley Conner Lough, CPA

Richard N. Yon, CFA Roger A. Spain, CPA, CFA, ABV, (VA

Rhonda L. Sibley, CPA

W. Dane Fioyd, CPA, ABY, CVA
Jeffrey T. Windham, CPA, CVA
B. David Chandler, CPA

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, 2008, which collectively
comprise the City of Evergreen’s basic financial statements and have issued our report
thereon dated May 18, 2009. We conducted our audit in accordance with auditing
standards generally accepted in the United States of America and the standards applicable
to financial audits contained in Government Auditing Standards, issued by the Comptroller
General of the United States. '

Internal Control over Financial Reporting

In planning and performing our audit, we considered the City of 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.

Qur 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 1s 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, BORDEN & COMPANY, P.C.

Certified Public Accountants

74 Commerce Street, 36104 334 834 6640 te!

Post Office Box 33, 361010033 334 285 9605 fax

Montgomery, Alabama wwwi.aldridgeborden.com oniine



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
08-01 and 08-02) 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 08-01 and 08-02 fo be
material weaknesses.

Compliance and Other Matlers

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.

We noted certain matters that we reported to management of the City of Evergreen in a
separate letter.

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.

Q)ﬂﬂuﬁg&, MM%,P.G.

May 18, 2009
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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, 2008. The City’s major federal programs are
identified in the summary of auditor’s results section of the accompanying Schedule of
Findings and Questioned Costs. Compliance with the requirements of laws, regulations,
contracts and grants applicable to each of its major federal programs is the responsibility of
the 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 they
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, 2008.

ALUDRMGE, BORDEN & COMPANY, P.C.

Certified Public Accountants

74 Commerce Street, 36104 334 834 6640 rel

Post Office Box 33, 36101-0033 334 265 9805 fax
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Internal Conirol Over Compliance

The management of the City 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‘”Aﬁ"/ MMW,A@.G.

May 18, 2009



Schedule of Findings and Questioned Costs

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

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 D Neo

Any significant deficiencies identified not considered
to be material weaknesses? D Yes None reported

Any noncompliance material to financial statements
noted? D Yes No
Federal Awards
Internal Control over major programs:
Any material weakness(es) identified? D Yes No

Any significant deficiencies identified not considered
to be material weaknesses? D Yes None reported

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

Any audit findings disclosed that are required to be reported in
accordance with Circular A-1383, Section .510(a)? D Yes No

Identification of major programs:
CFDA Number{(s} Name of Federal Program or Cluster
14.228 Community Development Block Grant

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

Auditee qualified as low-rigk auditee? D Yes No

Section II - Financial Statement Findings

08-01
Criteria:

Management of the City should ensure accurate loan decumentation 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, 2008
Condition:

The City is currently tnable to produce documentation in regards to a mortgage 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 guestion as to whether this balance is & receivable or appropriation.
Recommendation:

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 Indusirial Development Board
to resolve the matter.

08-02
Criterio:

A strong internal control systern is designed to include an assessment that the external
financial statements ineluding note disclosures and overall presentation are materially
accurate and complete in accordance with generally accepted accounting principles. Cuwrrent
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 himited to the Admimstrator's review of
the vear 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 experéise to
agsist in reviewing the financial statements.

Response:

Management will evaluate this condition and make 2 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 September 30, 2008

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 yvear ended September 30, 2008

Finding:
07-01 Not corrected this year (shown as 08-01)

07-02 Not corrected this year (shown as 08-02)
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