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The required supplementary information on pages 25-27 is not a required part of the basic financial statements but
is supplementary information required by the Governmental Accounting Standards Board. We applied certain
limited procedures, which consisted principally of inquiries of management regarding the methods of measurement
and presentation of the supplementary information. However, we did not audit the information and express no
opinion on it.

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise
the City of Robertsdale, Alabama’s basic financial statements. The other supplementary information listed in the
table of contents is presented for purposes of additional analysis and is not a required part of the basic financial
statements. The other supplementary information has been subjected to the auditing procedures applied by us in the
audit of the basic financial statements and, in our opinion, is fairly stated in all material respects in relation to the
basic financial statements taken as a whole.

Mﬂ i, (3o f /% pC.

Certified Public Accountants

February 3, 2012
Fairhope, Alabama
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CITY OF ROBERTSDALE, ALABAMA
NOTES TO THE FINANCIAL STATEMENTS

SEPTEMBER 30, 2011

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The City of Robertsdale, Alabama (the City) was incorporated in January, 1921. The City operates
under a Mayor - Council form of government chosen at large every four years.

The accounting policies of the City conform to U. S. generally accepted accounting principles as
applicable to municipal governments. The following is a summary of the more significant policies.

A. REPORTING ENTITY

The financial statements of the City have been prepared in conformity with the accounting
principles generally accepted in the United States as specified by the Governmental Accounting
Standards Board (GASB). In June 1999, GASB issued Statement No. 34, Basic Financial
Statements - and Management's Discussion and Analysis - for State and Local Governments.
This statement, known as the "Reporting Model" statement, affects the way the City prepares and
presents financial information. The Statement was developed to make annual reports easier 10
understand and more useful to the people who use government financial information to make
decisions.

The criterion used to evaluate potential component units for inclusion or exclusion from the
reporting entity is the existence of special financing relationships, regardless of whether the City
is able to exercise oversight responsibilities. Based upon the application of these criteria, this
report includes financial statements of the funds and account groups required to account for those
financial activities for which the City has the ability to influence and control through its
legislative processes and/or with which special financing relationships exist.

These financial statements do not include the Medical Clinic Board and the Industrial
Development Board. City management does not exert significant influence or control and does
not, except to the extent disclosed herein, guarantee any of their outstanding debis.

B.  BASIS OF PRESENTATION - GOVERNMENT-WIDE AND FUND LEVEL

Government-wide

The basic financial statements include government-wide and fund financial statements. The
previous reporting model emphasized fund types, while the new model focuses on the City as a
whole and major funds. Government-wide and fund financial statements categorize primary
activities as governmental or business type. In the Statement of Net Assets, governmental and
business-type activities (a) are presented on a consolidated basis, and (b) reflect, full accrual
accounting, which incorporates long-term assets and receivables as well as long-term debt and
obligations. Receivables and payables between activities are eliminated in the government-wide
presentation through the caption “Internal Balances™ on the Statement of Net Assets.

(continued)
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CITY OF ROBERTSDALE, ALABAMA
NOTES TO THE FINANCIAL STATEMENTS

SEPTEMBER 30, 2011

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

The Statement of Activities reflects both the gross and net cost per functional category (public
works, police, fire, etc.) which are otherwise being supported by general government revenues
(taxes, licenses and permits, etc.). The Statement of Activities reduces gross expenses, including
depreciation, by related program revenues. The program revenues must be directly associated
with a function or a business-type activity. Operating grants include operating-specific and
discretionary (either operating or capital) grants while the capital grants column reflects capital-
specific grants.

Fund Level

The governmental fund level financial statements are presented on a current financial resource
and modified accrual basis of accounting. Since governmental fund level financial statements are
presented on a different basis of accounting and measurement focus than governmental activities
in the government-wide presentation, a summary is presented to explain adjustments necessary to
reconcile fund level statements to the government-wide presentation.

The accounts of the City are organized on the basis of funds which are each considered a separate
accounting entity. The operations of each fund are accounted for with a separate set of self-
balancing accounts that comprise its assets, liabilities, fund equity, revenues and expenditures, as
appropriate. Government resources are allocated to and accounted for in individual funds based
upon the purposes for which they are to be spent and the means by which spending activities are
controlled. The various funds are grouped into broad fund categories as follows:

Governmental Funds:

General Fund — The General Fund is used to account for all revenues and expenditures
applicable to the general operations of City government which are not properly accounted for in
another fund. All general operating revenues which are not restricted or designated as to use by
outside sources are recorded in the General Fund.

Special Revenue Fund — The Special Revenue Fund is an operating fund for which the use of
revenues is restricted or designated by outside sources.

Debt Service Fund — The Debt Service Fund is used to account for the payment of interest and
principal on general long-term debt not accounted for in the proprietary funds. Debt Service
revenues are principally transfers from the General Fund.

Capital Project Fund — Capital Project Funds are used to account for the financial resources
designated to construct major improvements other than those financed by special assessments.

Proprietary Funds:

The Electric Fund, Natural Gas Fund, Water Fund and Sewer Fund, which are enterprise funds,
are used to account for the operations of the utilities, related debt, property, plant and equipment.
The City of Robertsdale, Alabama incorporated the Public Building Authority, also an enterprise
fund, as a public corporation and an agency of the City. The Authority’s purpose is to acquire
and develop projects that are in the best interest of the City. The Authority is a blended
component unit due to City oversight and financial responsibility.

(continued)
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CITY OF ROBERTSDALE, ALABAMA
NOTES TO THE FINANCIAL STATEMENTS

SEPTEMBER 30, 2011

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Enterprise funds are used to account for operations which are financed or operated in a manner
similar to private business enterprises — where the intent of the governing body is that the costs of
providing goods or services to the general public on a continuing basis be financed or recovered
primarily through user charges. Operating revenues, shown for proprietary operations, generally
result from producing or providing goods and services. Operating expenses include all costs
related to providing services or products. All other revenues or expenses not meeting these
criteria are reported as non-operating income or expenses.

CAPITAL ASSETS

The accounting treatment over capital assets depends on whether the assets are used by
governmental funds or proprietary funds and fund level or government-wide reporting.

In government-wide reporting, all capital assets are reported as capital assets for both
governmental-type and business-type activities. The City has not established a minimum
capitalization threshold at this time. Depreciation is provided on all capital assets at the
government-wide level.

In fund level reporting, capital assets are reported as expenditures by governmental funds, while
they remain capital assets in proprietary funds. Depreciation is provided, only, in proprietary
funds at the fund level.

Capital assets are valued at historical cost or estimated historical cost if actual historical cost is
not available. Donated fixed assets are valued at their estimated fair value on the date donated.

Depreciation is allocated as an expense in the Statement of Activities (government-wide level)
and accumulated depreciation is reflected in the Statement of Net Assets (government-wide
level). Depreciation has been provided over the estimated useful lives using the straight line rates
as follows:

Buildings 40 years
Electric and gas plants 25 — 40 years
Water and sewer system 20 — 40 years
Vehicles 5 years
Other equipment 5—10 years

Depreciation of all exhaustible fixed assets used by proprietary funds is charged as an expense
against their operations.

Cost of fixed assets includes interest during the construction period.

(continued)
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CITY OF ROBERTSDALE, ALABAMA
NOTES TO THE FINANCIAL STATEMENTS

SEPTEMBER 30, 2011

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

D.

BASIS OF ACCOUNTING

Basis of accounting refers to when revenues and expenditures or expenses are recognized in the
accounts and reported in the financial statements. Basis of accounting relates to the timing of the
measurements made, regardless of the measurement focus applied.

All governmental funds are accounted for using the modified accrual basis of accounting. Under
the modified accrual basis, revenues are recognized when they become susceptible to accrual,
that is when they become both “measurable” and “available” to finance expenditures of the
current period. The City uses a 60-day availability period except for FEMA disaster recovery
grants which are recognized using a 12-month availability period.

Taxes collected by an intermediary are considered “measurable™ when in the hand of the
intermediary collecting governments and may be recognized as revenue at that time.
Expenditures other than accrued interest on general long-term debt are recorded at the time
liabilities are incurred. Revenues susceptible to accrual are those federal financial assistance
programs which are measurable and available to finance expenditures of the current period.

The proprietary fund financial statements are presented on the accrual basis of accounting in
accordance with Governmental Accounting Standards Board (GASB) Statement No. 20,
Accounting and Financial Reporting for Proprietary Funds and Other Governmental Entities That
Use Proprietary Fund Accounting. The City has elected to apply all applicable GASB
pronouncements as well as any Financial Accounting Standards Board (FASB) Statements and
Interpretations, Accounting Principles Board Opinions, and Accounting Research Bulletins
issued on or before November 30, 1989, unless those pronouncements conflict or contradict
GASB pronouncements. The City also elected to apply all FASB Statements and Interpretations
issued after November 30, 1989, that do not conflict with or contradict GASB pronouncements.

RECEIVABLES FROM UTILITY CUSTOMERS

The Electric Fund purchases, at face value, the utility receivables of the Natural Gas Fund, Water
Works and the Sewer Fund. Purchase is made at the time customers are billed.

INVENTORIES

Propnetary fund inventories are valued at the lower of cost (first-in, first-out) or market, and
consist largely of items to be used to construct and maintain the utility plant.

Governmental fund inventories are maintained on a purchase method of accounting where items
are purchased and charged to the budgetary accounts upon receipt. Year end balances are not
significant in governmental funds.

DEBT ISSUE COST
Issuance expenses on long-term debt are deferred and amortized over the terms of the related

1Ssues.
(continued)
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CITY OF ROBERTSDALE, ALABAMA
NOTES TO THE FINANCIAL STATEMENTS

SEPTEMBER 30, 2011

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

H.

PROPERTY TAX

All ad valorem taxes levied by the state, county and any municipality in Baldwin County are
assessed and collected by the Revenue Commissioner of Baldwin County. The Baldwin County
property tax calendar requires the Revenue Commissioner to assess and attach taxes as
enforceable liens on property as of September 30 and taxes and due October 1 through December
31. Property taxes not paid by January 1 are considered as delinquent. Tax collections received
by the County Revenue Commissioner are remitted to the City monthly. In accordance with
implementation of GASB Statement 33, revenue is recorded based upon taxes assessed and
considered available. Any taxes not considered available are recorded as deferred revenue.

STATEMENT OF CASH FLOWS

For purposes of the statements of cash flows, the proprietary funds consider all highly liquid
investments, including certificates of deposit to be cash equivalents.

USE OF ESTIMATES

The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect certain reported
amounts and disclosures. Accordingly, actual results could differ from those estimates.

NET ASSET AND EQUITY CLASSIFICATIONS

Government-wide Financial Statements

Equity is classified as net assets and displayed in three components:

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

. Restricted net assets - Consists of net assets with constraints placed on the use either by (1)
external groups such as creditors, grantors, contributors, or laws or regulations of other
governments; or (2) the City's own laws through its enabling legislation and other provisions of
its laws and regulations.

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

(continued)
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CITY OF ROBERTSDALE, ALABAMA
NOTES TO THE FINANCIAL STATEMENTS

SEPTEMBER 30, 2011

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Fund Financial Statements

The fund equity of the governmental fund financial statements is classified as fund balance. In
March 2009, GASB adopted a standard that establishes a hierarchy based on the extent to
which a government is bound to observe constraints imposed on the use of the resources
reported in governmental funds.

Fund balance is classified into one of the following four components:

® Restricted fund balance — Consists of fund balances with constraints placed on the use
either by (1) external groups such as creditors, grantors, contributors, or laws or
regulations of other governments; (2) or the City’s own laws through its enabling
legislation and other provisions of its laws and regulations.

¢ Committed fund balance — Consists of fund balances that are useable only for specific
purposes by formal action of the government’s highest level of decision making
authority. The City’s highest level of decision making lies with the Mayor of the City
and the City Council. In order to establish, modify or rescind a fund balance

commitment, the Mayor and City Council must pass a law by formal action committing
the funds.

e Assigned fund balance — Consists of fund balances that are intended to be used for
specific purposes but are neither restricted nor committed. Intent should be expressed
by (1) the governing body itself, or (2) a subordinate high-level body or official who the
governing body has delegated the authority to assign amounts to be used for specific
purposes. The Mayor and the City Council have the power to assign fund balance
amounts to specific purposes. The governing body must vote to grant authorization of
assigned fund balances to specific purposes.

e Unassigned fund balances — All other fund balances that do not meet the definition of
“restricted, committed or assigned fund balances.”

The City considers restricted fund balances to have been spent when both restricted and
unrestricted fund balances are available. Also, the City considers assigned and committed
fund balances to have been spent when unassigned or unrestricted amounts are available.

INTERFUND TRANSACTIONS

During the course of normal operations, the City has numerous transactions between funds to provide
services, construct assets, service debt, etc. Transactions reimbursing a fund for expenditures made by
it for the benefit of another fund are recorded as expenditures in the disbursing fund and as revenues in
the receiving fund. Payments and collections made on behalf of other funds are recorded as interfund
receivables and payables. From time to time, the City settles interfund transactions via account offset
and recognition of interfund transfers. At September 30, 2011, the City had no interfund payables and
receivables.
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CITY OF ROBERTSDALE, ALABAMA
NOTES TO THE FINANCIAL STATEMENTS

SEPTEMBER 30, 2011

NOTE 5 RETIREMENT PLAN

Plan Description

The City contributes to the Employees™ Retirement System of Alabama (RSA), an agent multiple-employer
public employee retirement system, that acts as common investment and administrative agent for various
state agencies, departments and other governmental units.

Substantially all employees are members of RSA. Membership is mandatory for covered or eligible
employees. Vested employees may retire with full benefits at age 60 or after 25 years of service.
Retirement benefits are calculated by two methods with the retiree receiving payment under the method
producing the highest benefit. The methods are: (1) Minimum Guaranteed, and (2) Formula. The
Formula method usually produces the highest benefit. Under this method, the retiree receives an amount
equal to 2.0125% of their average final salary (best three of last ten years) for each year of service.
Disability retirement benefits are calculated in the same manner. Pre-retirement benefits in the amount of
the annual salary for the fiscal year preceding death are provided to plan members.

RSA issues a publicly available financial report that includes financial statements and required
supplementary information for the plan. The report may be obtained by writing the Retirement Systems of
Alabama, P. O. Box 302150, Montgomery, Alabama 36130-2150.

The RSA was established as of October 1, 1945, under the provisions of Act 515, Acts of Alabama 1945,
for the purpose of providing retirement allowances and other specified benefits for state employees, state
police, and on an elective basis to all cities, counties, towns and quasi public organizations. The
responsibility for general administration and operation of the RSA 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
All full-time employees are required to contribute a percentage of their annual covered salary. Law

enforcement officers are required 6% and other employees contribute 5%. The City is required to
contribute at an actuarially determined rate; the current rate is 9.18% of annual covered payroll.

Annual Pension Cost

For the year ended September 30, 2011, the City's annual pension cost of $340,383 was equal to the City's
required and actual contributions. The required contribution was determined as part of the September 30,
2010 actuarial valuation using the entry-age actuarial cost method. The actuarial assumptions included (a)
8.00% investment rate of return, (b) projected salary increases from 4.61% to 7.75% per year, and (c) no
cost-of-living adjustments. Both (a) and (b) included an inflation component of 4.50%. The actuarial value
of RSA’s assets was determined using full market value. Alabama Act 98-385 requires that all unfunded
liabilities be amortized over a 10 to 40 year period.

(continued)
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CITY OF ROBERTSDALE, ALABAMA
NOTES TO THE FINANCIAL STATEMENTS

SEPTEMBER 30, 2011

DEPOSIT AND INVESTMENT RISK (continued)

Credit Risk - State statutes authorize the City’s investments. The City is authorized to invest in U.S.
Government obligations and its agencies or instrumentalities, direct obligations of the state, SEC
registered mutual funds holding like securities. The City has no investment policy that further limits
investment choices. As of September 30, 2011, the City’s mutual fund investments® principal stability
rating was AAAm as reported by Standard & Poor’s.

Custodial Credit Risk - The City is a participant in the Security for Alabama Funds Enhancement
(SAFE) Program, a multiple financial institution collateral pool, administered by the State of Alabama.
The program, by law, provides administration of pledged collateral coverage for all governments and
agencies in the state and requires qualified financial institutions to provide collateral to the
administrator adequate to secure all deposits of public funds in that financial institution. The State
guarantees deposits identified as “public funds™ will be adequately secured by insurance or collateral.
Any collateral shortages of one financial institution are assessed to other member financial institutions.

LINE OF CREDIT

The City has an open line of credit with a $2,000,000 available credit limit. There have been no draws
on the line of credit as of September 30, 2011. The line of credit matures August 1, 2012.

SUBSEQUENT EVENTS
The City has evaluated subsequent events through February 3, 2012, the date which the financial

statements were available to be issued. There were no material subsequent events which require
disclosure at September 30, 2011.
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CITY OF FAIRHOPE, ALABAMA
NOTES TO REQUIRED SUPPLMENTARY INFORMATION

SEPTEMBER 30, 2011

NOTE1 BUDGETS AND BUDGETARY ACCOUNTING

Although no legal requirement to establish a budget exists, the City Council follows these
procedures in establishing the budgets:

(1)

(2)

3)

(4)

)

(6)

(7)

(8)

Each September the Mayor submits to the City Council a proposed working budget for the
fiscal year commencing the following October 1. The budget includes proposed
expenditures and the means of financing them for the upcoming year. Line item budgets
are used for administrative control. The level of control for the detailed budgets is at the
department head/function level.

Council meetings are conducted to obtain taxpayer comments,

The budget is legally enacted through council action.

Reports are submitted to the City Council showing approved budget and actual operations.
The Mayor is authorized 1o transfer budgeted amounts within departments within any
fund; however, any revisions that alter the total expenditures of any fund or transfer of

funds between departments must be approved by the City Council.

Formal budgetary integration is employed as a management control device during the year
for the General Fund and the Proprietary Funds.

Budgets are adopted on a basis consistent with generally accepted accounting principles
(GAAP).

Budgetary data, if any, for Capital Project Funds are budgeted over the life of the
respective project and not on an annual basis.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether City of Robertsdale, Alabama’s financial statements are
free of material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements, noncompliance with which could have a direct and material effect on the
determination of financial statement amounts. However, providing an opinion on compliance with those provisions
was not an objective of our audit and, accordingly, we do not express such an opinion. The results of our tests
disclosed no instances of noncompliance or other matters that are required to be reported under Government

Auditing Standards.

This report is intended for the information of management, federal awarding agencies and pass-through entities and
is not intended to be and should not be used by anyone other than those specified parties.

Hartarn, Blockpnyn Wby P C
Certified Public Accountants

February 3, 2012
Fairhope, Alabama



