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INDEPENDENT AUDITOR’S REPORT

Honorable Mayor and Members
of the City Council

City of Bayou La Batre

Bayou La Batre, Alabama

We have audited the accompanying financial statésradrthe governmental activities, the
business type activities, each major fund and tjggegate remaining fund information of
the City of Bayou La Batre, as of and for the yeaded September 30, 2014 which
collectively comprises the City’s basic financi@tements as listed in the table of contents.

Management's Responsibility for the Financial Statements

Management is responsible for the preparation amdpiresentation of these financial

statements in accordance with accounting principéeerally accepted in the United States
of America; this includes the design, implementatiand maintenance of the internal

controls relevant to the preparation and fair pnegt@on of financial statements that are free
from material misstatement, whether due to fraudroor.

Auditor’'s Responsibility

Our responsibility is to express an opinion on ¢f@sancial statements based on our audit.
We conducted our audit in accordance with audistamndards generally accepted in the
United States of America. Those standards reghaewe plan and perform the audit to

obtain reasonable assurance about whether thecialatatements are free from material

misstatement.

An audit involves performing procedures to obtamdiaevidence about the amounts and
disclosures in the financial statements. The proeiselected depend on the auditor's
judgement, including the assessment of the riskaaierial misstatement of the financial

statements, whether due to fraud or error. In ntpkifose risk assessments, the auditor
considers internal control relevant to the entigyfeparation and fair presentation of the
financial statements in order to design audit pdaces that are appropriate in the

circumstances, but not for the purpose of exprgssmopinion on the effectiveness of the
entity’s internal control.



INDEPENDENT AUDITOR’S REPORT- continue

Accordingly, we express no such opinion. An aud#oaincludes evaluating the
appropriateness of accounting policies used angdsonableness of significant accounting
estimates made by management, as well as, evautten overall presentation of the
financial statements. We believe that the auddl@vte we have obtained is sufficient and
appropriate to provide a basis for our audit opisio

OPINIONS

In our opinion the financial statements referredh® above present fairly, in all material
respects, the respective financial position ofgbeernmental activities, the business-type
activities, each major fund, and the aggregate i@ngfund information of the City of
Bayou La Batre, Alabama as of September 30, 20d4hearesults of its operations and cash
flows for the year end in conformity with accoungfiprinciples generally accepted in the
United States of America.

Our audit of the City of Bayou La Batre for Sept&mnB0, 2014 was made for the purpose
of forming an opinion of the financial statemerda&dn as a whole. The supplemental
financial information and schedules listed in thblé of contents are presented for the
purpose of additional analysis and are not a redymart of the financial statements of the
City of Bayou La Batre. Such information has beebjacted to the auditing procedures
applied in the audit of the general purpose finalngtiatements and, in our opinion, is fairly
presented in all material respects in relatiorhtoftnancial statements taken as a whole.

The City of Bayou La Batre has not presented Mamesg¢ Discussion and Analysis or

Budgetary Comparison Schedule that the Governmdéatadunting Standards Board has
determined is necessary to supplement the basiodial statements, although not required
to be part of the financial statements.

() L 1Lefaneovr &

BETANCOURT & KING
Certified Public Accountant
Mobile, Alabama

September 2, 2016
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THE CITY OF BAYOU LA BATRE
STATEMENT OF NET POSITION
FOR THE YEAR ENDING SEPTEMBER 30, 2014

ASSETS

Current assets:

Cash

Restricted Cash

Receivables

Other

Non- depreciable capital assets

Depreciable capital assets
Total Assets

Deferred outflows

LIABILITIES

Current liabilities:
Accounts payable
Current Portion of long term debt
Line of Credit

Total Current Liabilities

Non Current Liabilities:
Compensated Absences
Non current portion

Of longer- term obligations

Total Non Current Liabilities

Total liabilities

NET ASSETS
Invested in capital assets,
net of related debt
Restricted
Unrestricted
Total net position

Primary Government

Governmental Business-Type
Activities Activities
$ 78,145.95 $ 15,895.69
284,923.32 2801
302,576.27 .00
5,670.00 0.0
407H75. 2,268,390.60

5,841,965.09 10,169,275.38

$ 6,920,955.94

$12,456,153.52

.00 .00

$ 267,462.23 $ 458
237,327. 0.00
218,250.00 _0.00
723,239.35 558.42
344,122.77 .00
482,619.85 _.00
826,742.62 _.00
1,549,981.97 558.42

5,529,493.43 12,4373H5
<1,655.71> 2,591.85
<156.,863.75> 15,337.27

$ 5370,973.97 $12,455,595.10

See independent auditors report and notes to fialestatement.
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Total

$4,041.64
287,515.17
302,576.27
5,670.00

2,6166,01
16,011,240.47
$19,377,109.46
.00

$ 268,020.65
237,527.12

218,250.00

723,797.77

344,122.77

482,619.85
826.742.62

1,550,540.39

17,967,159.41
936.14
<141,526.48>

$17,826,569.07




City of Bayou La Batre. Alabama
Statement of Activities
For the Year Ending September 30, 2014

Program Revenues

Changes in Net Assets
Primary Government

Operating Capital Business
Charges for Grants and Grants Governmental Type

Function Programs Erpses Services _Contributions Contributions Activities Activities Totals
Primary government:

General Governmental $ 873,901.15 $4301%88.% .00 $ .00 $<442,912.99> $ .00 %442,912.99>
Public safety 2,010,617.85 181,426.74 62,676.75 .00 €6,514.36> .00 <1,536.36>
Public works 726,710.37 147,035.21 24,966.27 .00 554,108.89> .00 £5M8.89>
Culture, recreation and health 496,183.6 .00 .00 .00 <496,103.63> .00 <496,103.63>
Interest on long term debt 33,716.37 .00 .00 .00 <33,716.3¥ .00 <33,716.37
Total governmental activities 4,141,049.37 759,450.11 87.643.02 .00 _<3,293,956.24 .00 <3,293,956.24
Business-type activities:

City docks 24,277.62 29,861.85 .00 .00 .00 5,584.23 5,584.23
Alternative housing pilot program 422,096.59 .00 .00 .00 .00 _<422,096.59> <422,096.59>
Total business-type activities 446,374.21 29,861.85 .00 .00 .00 _<416,512.36 <416,512.36

Total primary government __ $ 4,587,423.58789,311.966 87,643.02 $ .00 $ <3,293,956.24 $ <416,512.36 $<3,710,468.60

General revenues:

Taxes
Interest
Miscellaneous

Grants
Total general revenues, special items and tressfe

Change in net assets <Deficit>
Net assets - beginning
Net assets - ending

2,380,752.19 00 . 2,380,752.19
37.23 .00 37.23
309,550.18 .00 309,550.18
72,713.01 .00 72,713.01
2,763,052.61 .00 2,763,052.61
<530,903.63> <416,512.36> 4%4815.99>

5,901,877.60 12,872,107.46 18,773,985.06
$ 5,370,973.97$12,455,595.10 $ 17,826,569.07

See Auditor's Report and notes to financial statesie
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CITY OF BAYOU LA BATRE, ALABAMA
STATEMENT OF NET POSITION
GOVERNMENTAL FUNDS
FOR THE YEAR ENDING SEPTEMBER 30, 2014

ther Total
General Grant Governmental &ernmental
Funds Fund Funds Funds
ASSETS
Cash $ 7516099 $ .00 $ 2,984.96 $ 78,955
Restricted cash 255,240.05 10,294.68 19,388.59 284,923.32
Taxes receivable 287,128.70 .00 5,414.57 292,543.27
Receivables from other governments 10,033.00 .00 .00 10,033.00
Other receivables .00 0.0 .00 .00
Inventories 5,670.00 .00 .00 5,670.00
TOTAL ASSETS 633,232.74 10,294.68 27,788.12 671,315.54
Deferred outflows .00 .00 .00 .00
Total assets and deferred outflows $ 633,232%/40,294.68 $ 27,788.12 $671,315.54
LIABILITIES
Accounts payable $328,318.27  $ .00 $ 13,026.05 $341,344.32
Accrued liabilities _.00 .00 _.00 _.00
TOTAL LIABILITIES 328,318.27 _.00 13,026.05 341,344.32
Deferred inflows .00 .00 .00 .00
Total liabilities and deferred inflows__ 328,318.27 .00 13,026.05 341,344.32

FUND BALANCES
Restricted for:

General government .00 .00 .00 .00
Public safety 182,653.51 .00 .00 182,653.51
Public works .00 .00 15,640.63 15,640.63
Culture and recreation .00 10,294.68 2,984.96 13,279.64
Public assistance .00 .00 .00 .00
Unassigned 122,260.96 .00 <3,863.52> 118,397.44
Total net position 304,914.47 10,294.68 14,762.07 329,971.22

Total liabilities & fund balances $633,282. $10,294.68 $ 27,788.12 $671,315.54

See independent auditor report and notes to finhstatements.
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CITY OF BAYOU LA BATRE, ALABAMA
SCHEDULE - RECONCILIATION OF STATEMENT OF NET POSIT ION
OF GOVERNMENTAL FUNDS WITH NET ASSETS OF STATEMENT OF ACTIVITIES
FOR THE YEAR ENDING SEPTEMBER 30, 2014

Total net positions of governmental funds: $ 329,971.22
Amounts reported for governmental activities in sketement of
Net Assets are different because:
Capital assets used in governmental activitiesearerded
as expenses in fund financial statements, butegr@rted as

capital assets and depreciated in he stateoh@et position.

Governmental capital assets $10,406,136.21
Less accumulated depreciation <4,156,495.8186,249,640.40

Long-term liabilities are not due and payable & thirrent period
and are not included in the fund financial statetnleunt are
included in the governmental activities of the estaént of net position.

Line of credit <218,250.00>

Accrued interest <2,778.45>

Capital lease obligations <166,286.68>

Bonds and warrants payable <3651 DO

Compensated absences <344,122.77>

Note payable <188.28> <1,285,298.19>

Certain other long-term assets are not availabpayocurrent
period expenditures and therefore are not repantéae fund
financial statement, but are reported in the gavnemtal activities

of the statement of net position. 76,660.54
Total net position of governmental activities: $8),973.97

See independent auditor report and notes to fiahetatement.
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CITY OF BAYOU LA BATRE, ALABAMA
STATEMENT OF REVENUE, EXPENDITURES AND
CHANGES IN FUND BALANCE OF GOVERNMENTAL FUNDS

FISCAL YEAR ENDING SEPTEMBER 30, 2014

Other Total
General Grant Governmental Governmental
_Fund Fund Funds Funds
REVENUES
Taxes $ 2,324,658.78 $ 000 $ 624B3 $2,387,542.19
Licenses & permits 430,988.16 000. 0.00 430,988.16
Fines & forfeitures 181,426.74 0.00 0.00 181,426.74
Federal and state assistance 0 0.0 43,283.20 29,429.81 72,713.01
Rentals 16,108.49 0.00 0.00 16,108.49
Charges for services 147,035.21 0.00 0.00 147,035.21
Other grants and contributions 87,643.02 0.00 0.00 87,643.02
Investment earnings 37.23 0.00 0.00 37.23
Other 293,441.69 0.00 0.00 293,441.69
Total Revenues 3,481,339.32 43,283.20 92,313.22 3,616,935.74
EXPENDITURES
Current:
General government 711,848.42 .00 0.00 711,848.42
Public safety 1,840,240.19 00 . 0.00 1,840,240.19
Public works 561,745.96 .00 66,242.23 627,988.19
Culture, recreation and health 402,277.64 .00 29,277.15 A54.79
Capital expenditures 380,974.56 33,080.0 0.00 414,054.58
Debt service:
Principal 203,651.80 .00 0.00 203,651.80
Interest and other charges 34,495.54 .00 0.00 34,495.54
Total expenditures 4,135,234.11 33,080.02 95,519.38 4,263,833.51
Excess revenues over (under)
expenditures <653,894.79> 10,203.18 <3,206.16> <646,897.77>
Other financing proceeds 585,050.14 .00 .00 585,050.14
Total other financing
sources (uses): 585,050.14 .00 .00 585,050.14
Net change in fund balance <68,844.65 10,203.18 <3,206.16> <61,847.63>
Fund Balance - beginning 373,739.1 91.50 17,968.23 391,818.85
Fund Balance - end $ 30497 $10,294.68 $ 14,762.07 $ 329,971.22

See independent auditor report and notes to fiahatatements.
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THE CITY OF BAYOU LA BATRE , ALABAMA
SCHEDULE - RECONCILIATION OF OF REVENUES,
EXPENDITURES AND CHANGES IN FUND BALANCE

OF GOVERNMENTAL FUNDS
TO THE STATEMENT OF NET POSITION
FISCAL YEAR ENDING SEPTEMBER 30, 2014

Net change in fund balances - total governmentad$u $ <61,847.63>

Amounts reported for Governmental Activities in Biatement of Net Position
are different because:

Governmental funds report outlays for capital asastexpenditures because
such outlays use current financial resources. ihtrast, the statement of
net position reports only the portion of the outlag expense. The outlay is
allocated over the assets’ estimated useful ligedepreciation expense
for the period.
Expenditures for capital assets 388,974.56
Less current year depreciation <504,634.20> <123,659.64>

Governmental funds do not present revenues thataravailable to
pay current obligations. In contrast, such reveranegeported in the
statement of net position when earned. <6,790.00>

Governmental funds report long-term debt as curfieahcial resources. <585,050.14>

In contrast, the statement of net position treaty sssuance of debt as a
liability. Governmental funds report repayment dhpipal as an
expenditure. In contrast, the statement of nettjposireats such repayments
as a reduction in long-term liabilities.

Principal payments - bonds and warrants payable ,000000
Principal payments - capital lease obligations ,522.09
Principal payments - note payable 11,139.71

Some expenses reported in the statement of ndiqrodb not require the use
of current financial resources and these are mpairted as expenditures in
governmental funds:

Change in accrued interest $ 779.17
Change in compensated absences 42,012.81 42,791.98
Change in net assets of governmeuntalities $<530,903.63>

See independent auditor report and notes to fiahstatements.
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THE CITY OF BAYOU LA BATRE , ALABAMA
STATEMENT OF NET POSITION
PROPRIETARY FUND
FOR THE YEAR ENDING SEPTEMBER 30, 2014

ASSETS Alternative
City Housing Pilot
Docks Program Total
Current assets:
Cash $ 15,895.69 $ .00 $ 15,895.69
Accounts receivable 00 . .00 .00
Total current assets 15,895.69 .00 15,895.69
Non-current assets:
Restricted cash 2,591.85 0.00 2,591.85
Capital assets:
Land 400,752.25 1,000,638.35 1,401,390.60
Buildings 1,144,429.67 12,384,.00 13,532,940.67
Playground equipment 0.00 137,197.09 137,197.09
Construction in progress 860,00 0.00 867,000.00

Less: accumulated depreciation <1,144,429.672356,432.71> <3,500,862.38>
Total non-current assets 1,270,344.1a1,169,913.73 12,440,257.83

Total assets 1,286,239.7911,169,913.73 12,456,153.52
Deferred outflows $ .08 .00 $ .00
LIABILITIES
Current liabilities:
Accounts payable $ 558.42 .00 $ 558.42
Total current liabilities 558.42 .00 558.42
Total liabilities 558.42 .00 558.42
Deferred inflows .00 .00 .00
NET ASSETS
Invested in capital assets,
net of related debt 1,267,752.25 19,963.73 12,437,665.98
Restricted 2,55 0.00 2,591.85
Unrestricted 15,337.27 0.00 15,337.27

Total net position $ 1,285,681.38511,169,913.73 $12,455,595.10

See independent auditors report and notes to fialestatement.
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THE CITY OF BAYOU LA BATRE
STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN NET ASSETS
PROPRIETARY FUND
FOR THE YEAR ENDING SEPTEMBER 30, 2014

[té&native
City Housing Pilot
Docks Program Total
Operating revenues:
Rentals $ 2986185 $ __.00 $ 29.861.85
Total operating revenues 29,861.85 __.00 29,861.85
Operating expenses:
Depreciation .00 422,096.59 422,096.59
Miscellaneous 18,947.89 .00 943,89
Repairs and maintenance .00 .00 .00
Utilities 5,329.73 .00 5,329.73
Total operating expenses 24.277.62_ 422,096.59 446,374.21
Operating income (loss) 5,584.23 _<422,096.59> <416,512.36>
Non-operating revenues (expenses):
Transfers to (from) other funds .00 .00 .00
Total non-operating revenues
(expenses) .00 .00 .00
Change in net assets 5,584.23 <422,096.59> <416,512.36>
Total net assets - beginning 1,280097 11,592,010.32 12,872,107.46

Total net assets - ending $1,285,681.311,169,913.73 $12,455,595.10

See independent auditor report and notes to fiahatatements.
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THE CITY OF BAYOU LA BATRE
STATEMENT OF CASH FLOWS
PROPRIETARY FUND
FOR THE YEAR ENDING SEPTEMBER 30, 2014

Alternative
City Housing Pilot
Docks Program
Cash flows from operating activities:
Cash received from customers $ 39,511.85 0 .
Cash paid to vendors <23,719.57> .00
Total operating revenues <Deficit> 15,782.2 .00
Cash flows from noncapital financing activities:
Transfer (to) other funds .00 .00
Cash from capital and related financing activities:
Acquisition and construction of capital assets .00 .00
Cash received from other governments .00 .00
Net cash provided by capital and related
financing activities .00 .00
Net increase in cash 15,792.28 .00
Cash at beginning of year 2,695.26 .00
Cash at end of year $18,487.54 3 .00
Reconciliation of operating income to net cash
provided by operating activities:
Operating income (loss) $ 5,584.23 $896.59>
Adjustment to reconcile operating income to
net cash provided by operating activities
Depreciation expense .00 2,896.59
Decrease in accounts receivable 9,650.00 .00
Increase in accounts payable 558.05 .00

Net cash provided by operating activites $ 15,792.28 $ .00

See independent auditor report and notes to fiahatatements.
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THE CITY OF BAYOU LA BATRE
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDING SEPTEMBER 30, 2014

NOTE 1 - Organization and Reporting Entity (continued)

Organization

The City of Bayou La Batre, Alabama was incorpedadn July 17, 1955 under the provisions of
Title 37 of Alabama Code 1940. The City operatesgesn a mayor-council form of

government. The City engages in municipal servieced,ding public safety, street and drainage,
culture, recreation and health, public improvemgpitsnning and zoning, and general
administrative.

Reporting Entity

The primary government is the City of Bayou La Batklabama.

There are several organizations which are eithardsoor Authorities operating within the City
of Bayou La Batre. For a organization to be a niateomponent unit the City must factually

befinancially accountabléor such organizations. For the year Septembg2@D4these
organizations were not component units of the @iitigayou La Batre:

1. The Water Supply Board of the City of BayouBatre
2. Bayou La Batre Housing
3. The Utilities Board of the City of Bayou La Bat

Complete financial statements of these organizatt@am be read at their respective locations.

The Utilities Board of the City The Water Supply Boaf the
of Bayou La Batre City of Bayou La Batre
13321 North Wintzell Avenue 13321 North Wintzell Awes
Bayou La Batre, Alabama 36509 Bayou La Batre, Alah&6509

Bayou La Batre Housing Authority
8871 Highway 188
Irvington, Alabama 36544
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THE CITY OF BAYOU LA BATRE
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDING SEPTEMBER 30, 2014

Other Organizations

Financial statements of the organizations belownatencluded because city officials simply
make appointments to their Boards.

1. City of Bayou La Batre Public Library Board
2. Medical Clinic Board (Mostellar Clinic)

3. Industrial Development Board

4. Port Authority

In conclusion the City does not have material congmt units for the year September 30, 2014.

NOTE 2 - Summary of Significant Accounting Policies

Basis of Presentation - Statement of Net Positiomd Fund Accounting

The accounting policies of the City of Bayou La®atonform to generally accepted accounting
principles as applicable to governments. The Yalhg is a summary of the more significant
policies

Fund Accounting

The accounts of the City are organized on the lmd$isds, each of which is considered a separate
accounting entity. The operations of each furatunted for with a separate set of self-balancing
accounts that comprise its assets, liabilitiesd fequity, revenue, and expenditures (or expenses, a
appropriate). Government resources are to be spehspending activities controlled.

Government Fund Types

General Fund The General Fund is the operating fund of thg. At is used to account for all
financial resources, except those required to bewated for in another fund. This fund is
considered a major fund.

Special Revenue Funds

The Special Revenue Funds are used to accourtdqroceeds of specific revenue sources
requiring separate accounting because of legaljatgy or administrative action. Special

revenue funds used by the City are considered rajnfrexcept for the Grant Fund. The taxes
accounted for are 4 cent, 5 cent and 7cent.
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THE CITY OF BAYOU LA BATRE
NOTES TO THE FINANCIAL STATEMENTS - CONTINUED
FOR THE YEAR ENDING SEPTEMBER 30, 2014

NOTE 2 - Summary of Significant Accounting Policies continue

Proprietary Fund Types

Enterprise Funds Enterprise Funds are used to account for ogeraija) that are financed and
operated in a matter similar to private businessrpnises - where the intent of the governing body
is that the cost (expenses, including depreciatidrpgroviding goods or services to the general
public on a continuing basis be financed or cod@memarily through user charges; or (b) wherein
the governing body has decided that periodic detetion of revenue earned, expenses or net
income is appropriated for capital maintenancelipyiolicy, management control, accountability,
or other purposes. This is the accrual method. Citye Docks and Alternative Housing Pilot
Program (land and buildings) are major funds. Seedl and 12.

The fund applies Financial Accounting Standardsr8¢BASB) pronouncements and
Accounting Principles Board (APB) opinions issuedoo beforeNovember 30, 1989, unless
those pronouncements conflict or contradict withSBApronouncements in which case GASB
prevails.

Budgets
The City can not find any acceptable Budget foryibar September 30, 2014.
Cash and Investments

The City ‘s policy is to limit the investment okiexcess funds to time deposits, money market
funds, certificates of deposit, and repurchaseeageats.

Revenue Recognition

The property tax calendar for the City of BayouBatre is as follows: The levy date, the
assessment date, and the lien date are all thedatee October 1. On October 1, the assessed
value of all property is multiplied by the applitabates to levy the property tax. On that date,
the City has a lien (a legal claim) against thepprty . The property tax is not due until October
1 the following year. The property tax is paid mears between October 1 and December 31.
After December 31, it is delinquent.

Other material revenue which is susceptible towsdancludes gross receipts, interest income,
and state-shared revenue. Revenue which is notavailable and measurable and is thus not
susceptible to accrual includes property and fresectaxes, licenses and permits, and fines and
forfeitures.
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THE CITY OF BAYOU LA BATRE
NOTES TO THE FINANCIAL STATEMENTS - CONTINUED
FOR THE YEAR ENDING SEPTEMBER 30, 2014

NOTE 2 - Summary of Significant Accounting Policies continue

Capital Assets
For a schedule of Capital Assets accounting se¢e 6lo

In the Statement of Net Position, fixed expendsglaee accounted for as capital assets. All fixed
assets are valued at historical cost or estimagtdrital cost if actual are unavailable. Donated
fixed assets at are recorded at their estimatednfaiket value on the date of donation.

Prior to October 1, 2003, governmental funds infredure assets were not capitalized. In
accordance with GASB Statement No. 34, infrastmecassets acquired on or after October 1,
2003 will be capitalized.

Depreciation is recorded as an allocated expengeiBtatement of Activities, with accumulated
depreciation reflected in the State of Net Posit@@preciation is provided over the assets’
useful lives using the straight line method of @egation. The range of estimated useful lives by
type of asset is as follows:

Buildings 40 years
Infrastructure (drainage, streets, bridges, sidesyalnd docking) 25-50 years
Machinery and equipment 5-10 years
Vehicles 5 years
Office furniture and equipment 5 years

Fund Financial Statements

In the fund financial statements, fixed assets usgdvernmental fund operations are accounted
for as capital expenditures upon acquisition. Fiassets used in proprietary fund operations are
accounted for the same as in statement of neti@odihancial statements.

Compensated Absences

The City follows the Governmental Accounting StamidaBoard Statement No. 1&gcounting
for Compensated Absences, which requires that accrued liabilities for fidwacations and sick
leaves be recorded to the extent the future le@eslate to rights attributable to employee
services already rendered, (2) relate to rightswést or accumulate, (3) where payment is
probable and (4) where amounts can be reasonabiyatsd.
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THE CITY OF BAYOU LA BATRE
NOTES TO THE FINANCIAL STATEMENTS - CONTINUED
FOR THE YEAR ENDING SEPTEMBER 30, 2014

NOTE 2 - Summary of Significant Accounting Policies continue

Compensated Absences - (continued)

The liability for compensated absences is recoedeldng-term debt in the statement of net
position financial statements. The current porobthis debt is estimated based on historical
trends. In the fund financial statements, amourdswould normally be paid with expendable
available financial resources are recorded in theeal Fund. Amounts paid or payable within
60 days are deemed to be payable from expendaldlecial resources.

Equity Classifications

Statement of Net Position Financial Statements

Equity is classified as net assets and displayé¢idrée components:

Invested in capital assets, net of related delunsi3ts of capital assets including
restricted capital assets, net of accumulated digtien and reduced by the outstanding
balances of any bonds, mortgages, notes or otmesvilags that are attributable to the
acquisition, construction, or improvements of thassets.

Restricted net assets - Consist of net assetscoitbtraints placed on the use by either (1)
external groups such as creditors, grantors, darnuis, or laws or regulations of other
governments; or (2) the City’s own laws througheit&bling legislation and other
provisions of its laws and regulations.

Unrestricted net assets - All other net assetsdbaint meet the definition of “restricted”
or “invested in capital assets, net of related debt

Encumbrances

Encumbrance accounting under which purchase ordenssacts, and other commitments for the
expenditure of monies are recorded in order torvesthat portion of the applicable
appropriation is not being used by the City.

Statement of Cash Flows

For the purposes of the Statement of Cash Flowgbprietary funds consider cash and all
highly liquid investments with an original maturidy three months or less to be cash equivalents.
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THE CITY OF BAYOU LA BATRE
NOTES TO THE FINANCIAL STATEMENTS - CONTINUED
FOR THE YEAR ENDING SEPTEMBER 30, 2014

NOTE 3 - Net Assets and Fund Equity Classification

In the statement of net position statement of age®, fund equity is referred to as net assetgssand
segregated into the following three componentgmgunt invested in capital assets, net of related
debt, 2) legally restricted by outside partiesd@pecific purpose, and 3) unrestricted.

In the governmental fund statements and schedhle$ycus is more on near-term liquidity. GASB
statement No. 54und Balance Reporting and Government Fund Definitions, establishes new
classifications for fund balances. Fund balanaesreow segregated into the following five
components:

1) Nonspendable fund balance - the most restrictive category is for amountthm fund
balance that are not in spendable form, sughegsaid items, inventory and
permanently restricted funds.

2) Restricted fund balances - for amounts constrained to specific purposesby t
providers, (such as grantors or bond holdéms)ugh constitutional provisions or
enabling legislation. These are primarily amts subject to externally enforceable
legal restrictions.

3) Committed fund balance - for amounts constrained by the City using its hgjhevel of
decision making authority; to be reported @mmitted, amounts cannot be used for any
other purpose, unless the City takes the dagiest level action to remove or change the
constraint. In order to commit balances,@lity must take formal action prior to the close
of the fiscal year.

4) Assigned fund balance - for amounts the City intends to use for a speg@itigose; intent
can be expressed by Council orrcdumay delegate authority to an official othedgo

5) Unassigned fund balance - for amounts that are not constrained in any efwtlays

previously mentioned and are available for pumpose. These amounts are only reported
in the General Fund.
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NOTE 3 - Net Assets and Fund Equity Classification (continued)

The City Council establishes fund balance commitien passage of an ordinance or resolution.
This is typically done through the adoption and admeent of the budget. A fund balance
commitment is further indicated in the budget doentras a designation or commitment of the fund.
Assigned fund balance is established by the Cityn€ib through adoption or amendment of the
budget as intended for specific purposes (suchepurchase of fixed asset, construction, debt
service or other purposes).

When an expenditure is incurred for purposes fackwboth restricted and unrestricted fund
balances are available, the City considers resttitinds to have been spent first. When an
expenditure is incurred for which committed, assijor unassigned fund balances are available, the
City considers amounts to have been spent firsbofmitted funds, and finally unassigned funds, as
needed, unless the City Council has provided otiserim its commitment or assignment actions.

NOTE 4 - Cash, Deposits and Investments

The City’s primary government deposits were fuligured or collateralized at September 30, 2014.
At year-end the carrying amount of the City’s deposzas $330,400.96. Each of the banks holding
the City’s deposits is a certified participant e tSAFE program. Through the SAFE program, all
public funds are protected through a collaterall poloninistered by the Alabama State Treasury.
Under this program, financial institutions holdidgposits of public funds must pledge securities as
collateral against those deposits. In the eveatfaflure of a financial institution, securitiesegged

by that financial institution would be liquidatey the State Treasurer to replace the public deposit
not covered by the Federal Depository Insuranc@@ation (FDIC). If the securities pledge failed
to produce adequate funds, every institution pagtag in the pool would share the liability fdret
remaining balance.

NOTE 5 - Receivables

Receivables at September 30, 2014 consist of tleniog:

Governmental Business Total Primary
Receivables: Activities Activities Government
Taxes $ 292,543.27 $ .00 $ 292,543.27
Customers and others .00 .00 .00
Other governmental units 10,033.00 .00 10,033.00
Gross receivables 302,576.27 .00 302,576.27
Less: Allowance for uncollectibles .00 .00 .00
Net receivables $ 302,576.27 $ .00 $ 302,576.27
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THE CITY OF BAYOU LA BATRE
NOTES TO THE FINANCIAL STATEMENTS - CONTINUED
FOR THE YEAR ENDING SEPTEMBER 30, 2014
Substantially all receivables were collected subsatjto year end.

Accounts receivable risk - The City gives creditttocustomers who are usually business and
residents located within the City. However, the ongy of receivables were collected in 2014.

NOTE 6 - lllustrative Disclosure of Information About Capital Assets

PRIMARY GOVERNMENT

Begingi <Depreciation> Ending
Balance Additions <Retirements> Balance
Governmental Activities:
Land $ 300,851.00 $ .00 $ .00 $ 300,851.00
Buildings 2,896,234.67 .00 .00 2,8%81.67
Infrastructure 4,085,199.50 .00 .00 4,085,190.5
Constructions in progress 106,824.31 .00 .00 106,824.31
Leasehold improvements 214,906.12 .00 .00 214,906
Machinery & equipment 1,686,854.45 6,880.99 .00 BHFB5.44
Office furniture & equipment 143,546.26 29,793.43 .00 3,889.69
Vehicles 590,745.34344,300.14 .00 935,045.48
Totals 10,025,161.65380,974.56 .00 _10,406,136.21
Less accumulated depreciation
Building and improvements 1,178,736.26 1,998.61 .00 1,253,8B7
Infrastructure 813,473.66 160,934.06 .00 974,407.72
Leasehold improvements 48,595.15 ,61896 .00 62,208.11
Machinery and equipment 971,986.31 17133.15 .00 1,126,724.46
Office furniture and equipment 121,678.1117,859.12 .00 139,537.23
Vehicles 517,392.12 85,491.30 .00 602,883.42
Total accum. depreciation 3,651,861.6504,634.20 .00 _4,156,495.81
Governmental activities
Capital assets , net $ 6,373,3080123,659.64> $ .00 $6,249,640.40

* Depreciation and/or amortization expense was cllaimgovernmental activities as follows:

General government $ 171,294.73
Public safety 196,426.47
Public works 71,944.16
Culture and recreation 64,968.84
Total depreciation expense $ 504,634.20
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NOTE 6 - lllustrative Disclosure of Information About Capital Assets

Business-type Activities:

Balance Balance
October 1, September 30,
2013 Additions Deductions 2014
Land $1,401,390.60 $ 0.00 $ 0.00 $1,401,390.60
Buildings 13,532,940.67 0.00 0.00  13,532,940.67
Playground equipment 137,197.09 0.00 0.00 137,197.09
Construction in progress 867,000.0 0.00 0.00 867,000.00
Totals 15,938,528.36 0.00 0.00 15,938,528.36
Less accumulated depreciation
Buildings 3.078,765.79 422,096.59 0.00 _3,500,862.38
Net capital assets $12,859,762.57$<422,096.59> $ 0.00 $12,437,665.98
NOTE 7 - Long-term Debt
October 1, September 30, Due
2013 Additions Payments 2014 In One Year
G.O. Bonds and Warrants $535,000.00% .00 $170,000.00 $860.00 $175,000.00
Capital Leases and Notes Payable
Garbage Truck CJ/L .00 137,955.39 .00 137,955.39 20,967.57
Kubota Tractor C/L .00 28,844.75 513.46 28,331.29 6,429.88
Fire Truck Note Pay .00 200,000 11,139.71 188,860.29 35,129.67
Machinery & Equip. 21,998.63 .00 ,208.63 .00 .00
Line of Credit .00 218,250.00 .00 218,250.00 218.250.00
Compensated Absences 386,135.58 .00 42,012.81 344,122.77 .00
Total $943,134.21  $585,050.14 $245664.61 $1,282,519.74  $455777.12
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The general obligation of the City includes thddwing at September 30, 2014

$2,355,000, 1997 General Obligation Refunding Wds,adue
annually with interest payable semi-annually atsatnging from
3.6% to 5.5% per annum; maturing September 1, 2016. $ 365,000

The principal maturities and related interest regpents for the next five fiscal years
and hereafter are as follows:

Fiscal Year Ending

September 30, Principal Interest Total
2015 $ 175,000.00 $ 20,075.00 $ 195,075.00
2016 190,000.00 10,450.00 200,450.00

$ 365,000.00 $ 30,525.00 $ 395,525.00

Note 8 - Restricted Net Assets

The following is a summary of the restricted neteds at September 30, 2014.

Activity Restricted by Amount

Restricted Cash Grant Agreements $ 38,114.73
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NOTE 9 - General Fund Contingencies

A. The City participates in numerous federal gramoigpams which are subject to compliance
audits. The amounts of expenditures, if any, winnay be disallowed by the federal
agencies are not considered to be material to itlye C

B. The City of Bayou La Batre is exposed to variasks of loss related to torts; theft,
damage and destruction of assets; errors and @mjssjuries to employees and natural
disasters. All other risk is insured with insuramompanies

NOTE 10 - Sales Tax

The city records sales tax as revenue.

NOTE 11 - Litigation

Management does not anticipate any material ligtmh behalf of the City for suits in process aseptember
30, 2014 which were subsequently settled. See Nowibsequent events.

NOTE 12 - Retirement Plans

The City has elected to cover employees under Eyapkd Retirement System of Alabama..The plan benefi
is best described as a percentage of averagesfialy multiplied by years of creditable servidéne plan
requires that contributions be deducted on thé satary on each individual member at a fixed Ht6%.
The cost to the employer is 7.17% which is paid tiign

-24-



THE CITY OF BAYOU LA BATRE
NOTES TO THE FINANCIAL STATEMENTS - CONTINUED
FOR THE YEAR ENDING SEPTEMBER 30, 2014

The following general information applies to the [layees’ Retirement System valuation as of Septembe
30, 2012: (Only years available.)

1. Since the previous valuation there have beerhaages in the
actuarial cost method..

2. Actuarial gains and losses are reflected irutifended accrued
liability and they are being amortized witlid-year period.

Schedule of Funding Progress

Actuarial Valuation Date: 9/30/2012
Actuarial Value of Assets (a) $2,753,632
Actuarial Accrued Liability (AAL) $3,423,472
Unfunded AAL (UAAL) (b-a) $ 669,840
Funded Ratio (a/b) 80.4%
Covered Payroll (¢) $1,281,351
UAAL as percentage of Covered Payroll

((b-a))/ c) 52.3%

The schedule of funding progress at September@IZ gonly years available) is as follows:

Actuarial Actuarial WA as a
Actuarial  Value of Accrued Liability Unfunded Funded G&oed Percentage of
Valuation Assets (AAL) Entry Age AAL (UAAL) Ratio Reoll Covered
Payroll
Date (a) (b) * (b-a) (a/b) (c) ((b-a)/c)
9/30/2009 $2,889,565 $3,497,354 $607,789 82.6% $1,585,25 39.3%
9/30/2016  $2,895,388 $3,608,418 $713,030 80.2% $1,588,423 44.9%
9/30/201f  $2,879,202 $3,528,170 $648,968 81.6% $1,439,286 45.1%
9/30/2012  $2,753,632 $3,409,265 $655,633 80.8% $1,281,351 51.2%
9/30/2012° $2,753,632 $3,423,472 $669,840 80.4% $1,281,351 52.3%

2 Reflects the impact of Act 2011-27, which clogesDROP program to new applicants after March 24,
2011.

3 Reflects the impact of Act 2011-676, which insesathe member contribution rates by 2.25% beginnin
Oct. 1, 2011and by an additional 0.25% beginning ©,2012.

4 Reflects changes in actuarial assumptions.

5 Reflects changes to interest smoothing methogolog
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Defined Benefit Pension Plan

Plan Description

The City of Bayou La Batre contributes to the Enyples’ Retirement System of Alabama, an agent nieltip
employers public employee retirement system, ttiatas a common investment and administrative dgent
various state agencies and departments.

Substantially all employees are members of the neesniif the Employees’ Retirement System of Alabama.
Membership is mandatory for covered or eligible Eayges of the City of Bayou La Batre. Benefitshedter

10 years of creditable service. Vested employesgsnatire with full benefits at age 60 or aftery@ars of
service.*** Retirement benefits are calculated Wy methods with the retiree receiving payment unider
method that yields the highest monthly benefite Wethods are (1) Minimum Guaranteed, and (2) Flarmu
of which Formula method usually produces the highemthly benefit. Under this method retirees are
allowed 2.0125% of their average final salary (libste of the last ten years) for each year ofiserv
Disability retirement benefits are calculated ia #ame manner. Pre-retirement death benefitg iarttount

of the annual salary for the fiscal year precediegth is provided to plan members.

The Employees’ Retirement System was establisheti@stober 1, 1945, under the provisions of Ad,51
Acts of Alabama 1945, for the purpose of providiatirement allowances and other specified benfits
State employees, State police, and on an electss lio all cities, counties, towns and quasi-ubli
organizations. The responsibility for general adstration and operation of the Employees’ Retiretne
System is vested in the Board of Control. Bergfivisions are established by the Code of Alaba@vs 1
Sections 36-27-1 through 35-27-103, as amendedip8e@6-27-120 through 36-27-139, as amended, and
Sections 36-27B-1 through 36-27B-6. Authority toemd the plan rests with the Legislature of Alabama
However, the Legislature has granted the Commissimhority to accept or reject various Cost-of-hy
Adjustments (COLAS) granted to retirees.

The Retirement System of Alabama issues a pubégbilable financial report that includes financial
statements and require supplementary informatiothlbEmployees’ Retirement System of Alabama.t Tha
report may be obtained by writing to The Retirem8gstems of Alabama, 135 South Union Street,
Montgomery, Alabama 36130-2150.

***This will be “30 Years of Service” for those units that have not elected 25 year retirement.
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City
Actuarial cost method Entry Age
Amortization method Lepercent open
Remaining amortization period 30 years
Asset valuation method 5 smoothed market
Actuarial assumptions:
Investment rate of return 8%
Projected inflation at 375% - 7.25%
Includes inflation at 3.00%
Cost-of-living adjustments None

Trend Information

s€al Annual Percentage
Year Pension Of APC Net Pension
Ending Cost (APC) Contributed Obligation(NPO)
City 09/30/10 $ 79,949 100.0% $0
09/30/11 $ 91,667 100.0% $0
09/30/12 $ 88,138 100.0% $0

NOTE 13 - Use of Estimates

The city financial statements have been prepareddordance with generally accepted governmental
accounting principles and include amounts basegstmates and assumptions by management.
Actual results could differ from those results.

NOTE 14 - RISK

Investment risk - The City does not have a formal investment pdinat limits investment maturities
as a means of managing its exposure to fair valssek arising from increasing interest risk.

Credit Risk - State statutes authorize the City’'s investmeiitse City is authorized to invest in
obligations of the United States Government andgencies or instrumentalities, direct obligations
of the state, and Securities and Exchange Commissgistered mutual funds holding like
securities. The City has no investment policy thaher investments choices
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NOTE 14 - RISK - (continued)

Custodial Credit Risk - The City is a participant in the Security of Béana Funds Enhancement
(SAFE) program, a multiple financial institutionliederal pool administered by the State of Alabama.
The program, by law, provides administration ofdgled collateral coverage for all governments and
agencies in the state and requires qualified firguntstitutions to provide collateral to the
administrator adequate to secure all deposits bliptunds in that financial institution. The Stat
guarantees deposits identified as “public funddl e secured by insurance or collateral. Any
collateral shortages of one financial institutioa assessed to other member financial institutions.

Accounts receivablerisk - The City grants credit to its customers who arsiess and residents with
properties located within the City.

NOTE 15 - Primary Governmental - 5 Year Debt Requements

The City estimates the following payments of ins¢réonds and notes in the future:

Year End September 30

Fiscal Year Principal Interest

2015 $ 237,527.12 $ 37,925.60

2016 256,251.35 24 576.37

2017 70,239.79 10,137.93

2018 73,810.29 5,865.25

2019 82.318.42 977.35

Total $ 720,146.97 $ 79.,482.50
Line of Credit $ 218.250.00
$ 938,396.97

NOTE 16 Subseguent Events

Management has evaluated subsequent events thifoeiglate at which the financial statements were
available to be issued.
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