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MANAGEMENT'S DISCUSSION AND ANALYSIS

This sect|on of the City of Jacksonville's annual financial report presents our drscussnon
and analysis of the City’s financial performance during the fiscal year ended September
30, 2016. We encourage readers to consider the information presented here in

- conjunction with additional information that we have furnished in the financial
statements and other supplementary mformatlon Wthh follow this narrative.

- '7 Financial nghlrghtts

- The assets of the City of Jacksonville (prirnary government) exceeded its
liabilities at the close of fiscal year 2016 by $8,853,287 (net poeitlon)

The C|tys total net position decreased by $1.049, 295 A change inthe o|tys net
pension liability under GASB 68 as part of the government wide financial
statements was the major impetus for the decrease along with a caprtal fund
appropnatlon to the Board of Education.

At the close of the ﬁscal year, the City's governmental funds reported a combined

ending fund balance of $12,394,117 a decrease of $8,025,597. $2,579,2461is
restricted for City capital projects. $7,963,345 is available for spending at the -
government’s discretion (unassigned general fund balance) with another

$1, 170 342 available in the general fund for fire tax ellgtble expenditures.

The general fund closed FY 2016 wrth a total fund balance of $9,408,717 up from
$9.261,453 in 2015.. The 2016 ending general fund balance represents 80.4
percent of total general fund operating expenditures, compared with the ending
general fund balance amounting to 83.2 percent of total operating expendltures
in 2015 and 77.3 percent of iotal operating expendltures in2014.

‘Debt outstandlng at the close of FY 2016 totaled $20,605,000.




MANAGEMENT’S DISCUSSION AND ANALYSIS - Continued

Overview of the Financial Statements

~This discussion and analysis is intended to serve as an introduction to the City of

- Jacksonville’s basic financial statements. The basic financial statements consist of
three components: 1. government-wide financial statements, 2. fund financial -
statements, and 3. notes to the financial statements (see figure 1) The basic financial
statements present two different views of the City through the use of government-wide
statements and fund financial statements. 1n addition to the basic financial statements,
this report contains other required supplemental information that will enhance the
‘reader’s understanding of the financial condition of the City of Jacksonville. The
followmg diagram shows how the required components of this annual report are
arranged and relate to one another. -

Required Components of Annual Financial Report (Figure 1)

| Management's  Basic Reguired

Discassion and | ¥inancial || Supplemcntary
Analysis || Ststements Information
1 %r_ -
. : hw“h.&__%
Gﬁ#ﬁcfﬂ.ﬂ!ﬁﬁé Fund 1 XNotes to the
wide Financial [ |  Hopancisl ~ Financial
Statements Statements || Statements

Summary * ' e Detail



' MANAGEMENT’S DISCUSSION AND ANALYSIS - Continued

Major Features of the Government-Wide and Fund Financial Statements (Figure 2)

_Governme_nf—Wide Statements

Fund Financial Statements -
_Goverrimental Funds

Scope |

Entire City governme'nt and fh_e

City's component units (see

note on component units)

The activities of the City that .
are not proprietary or fiduciary,
“such as police, fire, public '

works, parks, and general

| administration

Required Financial Statements

¢ - Statement of Net Position
¢ Statement of Activities

e ' Balance Sheet-

e Statement of Revenues,
Expenditures, and Changes
in Fund Balance

| Accounting Basis and
Measurement Focus

Accrual accounting and
economic resources focus

Modified accrual accounting
and current financial resources
focus

| Type of Asset/Liability
_Information

All assets and liabilities, both

financial and capital and short-

term and long-term

Only assets expected to be used
'up and liabilities that come due
during current year or soon
thereafter; no capital assets
inciuded

Type of'lnﬂow/Ou{flow
Information

All revenues and expenditures

during year, regardless of when
cash is received or paid-

Revenues for which cash is "~

- received during or soon after

the end of the year; .
expenditures when goodsor - -
services have heen received
-and payment is due during the
year or soon thereafter ‘




MANAGEMENT’S DISCUSSION AND ANALYSIS Contmued
Government-wade Fmancnal Statements

The 'govemment—W|de statements report _[nformation about the City as a whole using
accounting methods similar to those used by private-sector companies. The statement
- of net position includes all of the government’s assets and liabilities. All of the current.
~year’s revenues and expenses are accounted for in the statement of actfvmes

~ regardiess of when cash is received or pald

The government-W|de financial statements of the Clty are divided into two categories:

Governmental Activities — Most of the City’s basic services are included here
such as the police, fire, public works, parks and recreation, and general .
administration. Sales, use and property taxes, charges for services, and state
and federal grants finance most of these activities. ' S

Component units — The City includes other legally separate urIits The
Jacksonville City Board of Education is a component unit of the City. Their
“audited financial statements are available at the Board office. The Jacksonville

Water Works, Gas & Sewer Board provides services for the citizens of the City of =

Jacksonville, Alabama.- WWGSB financial statements may be found on pages 48
through 52 and a full copy may be obtained at their offices. _

Government-wnde Fmanc1al_ Statements

* Govemmental Activities
.and Component Units

Measurement Focus:
Economic Resources

Accounting Basis: Accrual

Statement of Net Position o 7' | Statement of Aeﬁvities
Assets o | | Generel_ Revenues_
" deferred IanO\;S of resourcee o Net Prc)g_rar; Expenses
_ ,Liabi_lities o - Change in I_\Iet Paosition

deferred outflows of resources

Net Position




MANAGEMENT’S DISCUSSION AND ANALYSIS — Continued

The statement of net position includes all of the government’s assets and liabilities
except fiduciary funds. The stafement of activities presents information showing how

- the government’s. net position changed during the most recent fiscal year. All changes
in net position are reported as soon as the underlying event givmg rise to the change
occurs, regardless of the tlmmg of related cash flows.

Fund Financial Statements

The fund fi nancna! statements prowde more . detailed mformatlon about the City’s most
- significant funds — not the City as a whole. Funds are accounting groups that the City
- uses to keep track of specific sources of funding and.spending for particular purposes.
Some funds are requ1red by federal or state law while some are required by grant.
agreements. Other funds are established to control and manage Clty resources:
designated for specific purposes

| The Clty currently uses on!y one type of fund:

Governmental Funds — -Most of the City's bas:c services are included in o
governmental funds, which focus on (1) how cash and other financial assets that
can readily be converted fo cash flow into and out of the funds.and (2) the’
- balances left at year-end that are availabie for spending. Because the focus on

- governmental funds is narrower than that of the government-wide financial -
‘statements, it is useful to compare the information presented for governmental
funds with similar information presented for governmental activities in the
government-wide financial statements. By doing so, readers may better

understand the long- term impact of the govemments near—term ftnancmg
decisions. :

The City'of Jacksonville adopts an annual apprppriated‘ budget for its generel fund.
A budgetary comparison statement has been provided for the general fund on-
page 35.



~ MANAGEMENT’S DISCUSSION AND ANALYSIS - Continued

The -folloWing diag.ram presents the major features of the fund financial statements
inciuding the types of information contained therein. '

Fund Financial Statements

Governmental Funds ~

% )
- -Measurement Focus;
Current Financial
Resources

Accounting Basis: Accrual

\, /.

BalanceSheet Assets= |
Liabilites + Fund Balances_

(i )
Statement of Revenues,
Expenditures andChanges
in Fund Balance

Revenues - Expenditures |
+ (-). Other Financing
Sources (Uses) -

= Net Change in Fund
Balance

| Statementof Revenues, - |
- bk Expenditures and Changes
' in Fund Balance




MANAGEMENT’S DISCUSSION AND ANALYSIS - Continued

Notes te fhe FinaneiaI'Statements

The notes prowde additional information that is essentlal for a full understanding of the
data provided in the government-wide and fund financial statements. The notes to the
financial statements follow the basic financial statements

Other Information

" In addition to the basic financial statements and accompanying notes, this report also
presents certain supplementary information that should be conSIdered in the evaluation
of the Clty s financial posmon

. Governmen-t-mde Financial Analysis

As no’ted earller net posmon may serve over time as a usefui 1ndicator of a _
government's financial position. In the case of the City, assets exceeded Ilablhtles by
$8,853,286 at the close of the most recent year

GASB 68 which requires entities to recogmze net pension liability SIgnif cantly impacted

" the City's net position as seen in the chart above. It is also of particular note that debt
outstanding includes. school warrants, whose corresponding assets are not reflected.
The City of Jacksonville uses capital assets to provide services to citizens;

_consequently, these assets are not available for future spending. The City's lnvestment'
in its capital assets is reported net of the outstanding related debt, the resources.
needed to repay that debt must be provided by other sources, since the capital assets
cannot be used to liquidate these liabilities.



MANAGEMENT'S DISCUSSION AND ANALYSIS — Continued

Summary of Net Position

SGovernmental Activities
o : Increase

{Decresse)
ASSETS .
Current and other gssets 5 22,168,280 $ 14,843,202 . § {7,326,058)
Capital assets. $ 15,315,453 $ 22928787 $ 6513334
Total Assets S 38484713 & 37,771,988  § {712,728}
LIABILITIES : _ o
Other fisbilities _ $ 2,514,798 $ 1959878 $  {554,920)
Long-tarm Hiabilities outstanding 4 21011315 & 20,812,202 $  (esar3
Net pension Hability 5 5,056,018 $ 6,146,822 5 1,080,604
Total iabilities . % 28,582,131 § 28,518,702 $ 336571
NET POSITION :
Net investment in cap;tai assets 5 5,282.403 $ 53534910 5 252,507
Restricted - ' $ 3,070,910 $ 1676618 § [1,394,292)
Unrestricted & 1539269 & 1,631,759 5 832,490
Total net position $ 5502582 $ $853,287 5 {1049,295)

Fmancnal Analysns of the City’s Funds

As noted earlier, the C[ty of Jacksonville uses fund accounting to ensure and
demonstrate compliance with finance-related legal requirements. -

Governmental Funds

The focus of the City of Jacksonville's governmental funds is to' prowde mformatson on
near-term inflows, oufflows, and balances of usable resources. Such information is
useful in assessing the City of Jacksonville's financing requirements. Specifically,
unreserved fund balance can be a useful measure of a government’'s net resources
~available for spending at the end of the fiscal year

The general fund is the chlef operatmg fund of the City of Jacksonville. At the end of

" the current fiscal year, total fund balance of the general fund was $9,408,717, compared
with $9,261,453 at the end of 2015. As a measure of the general fund’s liquidity, it may -

' be useful to compare fund balance fo total operating expenditures. Total general fund -
balance represents 80. 4 percent of fotal general fund operating expend!tures at the end
of 2018, compared with 83.2 percent at September 30, 2013.



'MANAGEMENT’S DISCUSSION AND ANALYSIS ~Continued
- General Fund- Budgetary Highlights

'In FY 2016, the City Council adopted an original budget that projected $300 000 greater
_ expendltures than revenues, anticipating a transfer from reserves. The City experienced
greater than anticipated revenues during the year with higherthan anticipated sales
“use, rental and iodgmgs taxes the leading cause.

| Expenditures were very close to budgeted IeVeIs aftér transfers out for debt service and
to other governmental funds, the excess of revenues over expenditures totaled
- $147.264 for the current year resulting in the increaseof total general fund balance.

Capltal Asset and Debt Admlnlstratlon

Capital Assets:  The Crty of Jacksonville’s mvestment in capltal assets forits -
governmental activities as of September 30, 2016 totals $22,928,787 (net of -
accumulated depreciation). These assets include infrastructure, buﬂdrngs land,
vehlcles machmery and equrpment

Addltronal lnformatlon about the City of Jacksonwlle s fixed assets can be found i in the
notes to the frnanma! statements. -

Long-term Debt: As of September 30, 2016, the Crty of Jacksonville had genera[
obligation warrants outstanding of $20,605,000. The City issued $17,890,000 of -
general-obligation warrants in 2013. $13,915,000 for City capital projects (public safety :
complex) and $3,975,000 for use by the Jacksonvilie City Board of Education on school
capital projects (new elementary school). In 2015, the City issued $4,230,000 i in
- general obligation warrants which refunded the Series 2007 Warrants -

Economic Factors and Next Year s Budget

During FY 2017, the City will see completion of several long anticipated projects. The
“ Jacksonville Public Safety Complex, which was the principle capital project funded by
the Series 2013 G.0. Warrant issue will be fully operational in early 2017. Kitty Stone
Elementary School, the other large project funded by the 2013 Warrants was compiete
in August 2016. There will be some operational adjustments for the Police, Fire, Jail
and Court departmental budgets as result of the new facility. 1tis also anticipated that -
the traffic light improvement project along AL Highway 21funded through Alabama
Department of Transportatlon 8 ATRIP program will be compieted in 2017.

- Jacksonville State University (JSU) continues to be the |argest economic driver for the
City. Enroliment at JSU saw improvement for the first time i in five years durlng the Faﬂ
of 2016 with an overall increase of 5.4 percent :



MANAGEMENT'S DISCUSSION AND ANALYSIS — Continued

In early 2017, JSU announced several on-campus capital-improvement projects

~ including a $39 million 101,000 square foot student recreation center and a $7-million

upgrade to the baseball stadium. This is in addition to previously announced plans for
$10 million in renovations to on-campus residential facilities. Each of these projects -
should have a positive impact on student enrolliment and the overall attractiveness of
JSU as the unrversﬁy of choice for the region.

Sales /use taxes, the City's Iargest revenue source has remalned falr!y conSIStent over
the last few years: :

38,000,000

" $7,008,000

$6,000,000 1~
. ?5,%00,&99 T
’ _s.a,eéu,eaa -
sg;uaa,aeq I
_52,0;){1;9_00 s
$2,000,500 -

50

© Fiscal YTD Comparison

FY 2007 FY 2008 ’ FY 2008 - FY 2010 ) FY 20311 FYaniz FY 2013 FY 2014 FY 248 - Y2016 -

Sales tax will remain the iargest'revenue source for the City in FY17 representing
approximately 56% of total budgeted general fund revenues. So farin FY17 sales tax
collections are consistent with FY16.

The City's Iast-cred[t rating occurred in May 2015, the City received an affirmation of its
A+/Stable iong term credit rating from Standard and Poor's with a stable outlook.

| A complete copy of the FY 2017 budget may be obtained at www Jackson\nlle al org,

City Hall, or by usmg the contact mformation below.

Requests For __Iriformation '

This financial report is designed to provide a _genefal overview of the City's finances for

interested parties. Questions concerning any of the information provided in this report

or requests for additional financial information should be addressed to the FCO/City
Administrator; City of Jacksonville, 320 Church Ave SE, Jackson\nﬂe Atabama 36265 or
:summons@|ackson\nlle al.org.
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| INDEPENDENT AUDITORS’ REPORT

Honorable Mayor and Members of the Clty CounCII
- City of Jacksonv:lle Alabama

We have audlted the accompanying' .financiat statements of the governmental activities,
each major fund, and the aggregate remaining fund information of City of Jacksonville,
Alabama as of and for the year ended September 30, 2016, and related notes to the

. financial statements, which collectively comprise the City's basic flnancnal statements as - -
- listed in the table of contents.

Mana_gemen_t’s" Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with accounting principles generally accepted in the United

~ States of America; this includes the design, implementation, and maintenance of
internal control relevant to the preparation and fair presentation of financial statements
that are free from material misstatements, whether due to fraud or error.

Audltor s ResponSIblllty

Our responSIblhty is {0 express oplmons on these financial statements based on our
audit. We conducted our audit in accordance with audltmg standards generally accepted
in the United States of America. Those standards require that we plan and perform the
audit to obtain reasonable assurance about Whether the financial statements are free
from matenai misstatement.

An audlt involves performmg procedures to obtaln audit evidence about the amounts
and disclosures in the financial statements. The procedures selected depend on the
auditor’s judgment, including the assessment of risks of material misstatement of the
financial statements, whether due to fraud or error. In making those risk assessments,
the auditor considers internal control relevant to the entity’s preparation and fair

- presentation of the financial statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on
the effectiveness of the entity’s internal control. Accordingly, we express no such




INDEPENDENT AUDITORS’ REPORT - Continued

opinion._An audit also ihcludes evaluating the appropriateness of accounting 'policies
used and the reasonableness of significant accounting estimates made by management
as well as evaluating .the overall presentation of the financial Statements.

" We believe that the audit evidence we have obtalned is sufficient and appropr:ate to
: prowde a basis for our audit oplnlons

Opmlons

In our opinion, the financial statements referred to above present fairly, the all material
respects, the respective financial position of the governmental activities, each major
fund, and the aggregate remaining fund information of the City of Jacksonville, Alabama
as of September 30, 2016, and respective changes in financial position and, where
applicable, cash flows thereof for the year then ended in accordance’ W|th accountmg
prlnr:lples genera!ty accepted in the United States of America.

| 'Other Matters -
Required Supplementary lnformation

Accounting principles generaily accepted in the United States of Amerlca requ1re that
the management's discussion and analysis and budgetary comparison information on _
pages ii-xii and 37 be presented to supplement the basic financial statements. Such
information, although not a part of the basic financial statements, is requn'ed by the
‘Governmental Accounting Standards Board, who considers it to be an essential part of .
- financial reporting for placing the basic financial statements in appropriate operational,
- economic, or historical context. We have applied certain limited procedures to the
required supplementary information in accordance with auditing standards generally
accepted in the United States of America, which consisted of inquires of management
about the methods of preparing the information and comparing the information for
cons:stency with management’s responses to our inquiries, the basic financial
statements, and other knowledge we obtained during our audit of the basic financial
statements. We do not express an opinion or provide any assurance on the information
because the limited procedures do not prowde us with sutﬁcsent evidences to express
an oplnlon or provide any assurance :

Other Information .

~ Our audit ,w.as conducted for the purposect forming opinions on the financial statements
- that collectively comprise the City of Jacksonville, Alabama’s basic financial statements.



" INDEPENDENT AUDITORS' REPO_RT - Continued

The introductory section, cor'nbin'ing and individual nonmajor fund financial Stétements
* are presented for purposes of additional anatySIS and are not a reqmred part of the
basic financial statements -

- The combining and individual nonmajor fund financial statements are the responsibility - |
of management and were derived for and related directly to the underlying accountand
other records used to prepare the basic financial statements. Such information has .
been subjected to the auditing procedures applied in the audit of the basic financial
- statements and certain additional procedures, including comparing and reconciling such
-information directly to the underlying accounting and other records used to prepare the
basic financial statements or to the basic financial statement themselves, and other
additional procedures in accordance with auditing standards generally accepted in the
United States of America. In our opinion the combining and individual nonmajor fund
- financial statements-are fairly stated, in all matenai respects, in relation to the basic
financial statements as a whoie :

The mtroductory sectlon has not been subjected to the 'auditihg prbcedu'res applied in

‘the audit of the basic financial statements and, accordlngly, we do not express an
opinion or provide any assurance on them.:

Eclgor ondh A paonict €4, L,

| Anniston,‘Alab'ama -
January 20, 2017



CITY OF JACKSONVILLE

STATEMENT OF NET POSITION

- SEPTEMBER 30, 2016

ASSETS
Cash ‘
. Investments

Receivables, net

Accrued interest .

Prepaid expenses,

‘Due from other governments
Irventories

Other assets

Capital assets, net :
‘Deferred Cutflows of Resources

. Total Assets

LIABILITIES:
Accounts payable and accrued liabiities
Due to other governments '
Accrued interest.
‘Deferred revenue
~ Other liabilities -
Noncurrent liabilities.
Due within one year
Bonds and warrants payable
OPEB Payable
Compensated absences
" Duse in more than one year
Borids and warrants payable
OPEB Payable
Compensated absences
Net Pension Liabiity
Deferred Infiow of Resources
' Total Liabilities

invested iri capital assets, net of debt
~ Restricted for: ' :

" Fire Department

Capita! Prajects - School

Special revenues
Unrestricted:

Unrestricted

Total Net Pasifion

Total Liabilities and Net Pasition

See Notés fo Financial Statements

Primary Government

NET POSITION

Governmental
Activities Total
$ 8591642 $ 8691642
3,505,985 3,505,085
1,170,033 1,170,033
327 327
179,168 178,168
111,614 111,814
11,767 11,767 :
164,019 164,019
22,928,787 22,928,787
1,008,647 1,008,647 .
$ 37771989 § 37.771.989.
$ 1144717 % 1,744717
16,828 16,828
59,474 59,474
44,833 44,833
234,059 234,059
565,000 565,000 -
100,119 100,119
20,040,000 20,040,000
412202 - 412202
6,146,622 8,146,622
154,848 154,848
28,918,702 28,918,702
5544910 ‘5544910
1,170,342 1,170,342
506,276 508,276
1,631,759 1,631,759
8,853,287 8,853,287
$ 37771089 & 37771989
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CITY OF JAGKSONVILLE
BALANCE SHEETS - GOVERNMENTAL FUNDS
SEPTEMBER 30, 2015

Municipal Schoo Other “Total

General " Complex Improvement Governmental Governmental
Fund Fund Eund Funds Funds
) ASSETS -
- Current Assets - o ’ : . o S
Cash ) 3 4598818 § 3221123 ¥ - % 771,901 % 5691642
Investments -3,505,985 L - . - ' - 3,505,985
Receivables, net . 53,707 202084 - 14,262 1,170,033
Accrued interest ) 327 - ) - S 327
Prepaid expenses 179168 L - ’ - - 179,168
Diue from other funds 748,998 - - ‘ 10 : 749,008
Due from otfier governments 99,851 ) - - 1,783 111,614
invenfories ~ . S 11,767, - ' - - 11,767
Other assets . . 84,095 - - - 79823 164,018
Total Current Assets h 10,282,514 3.423,187 Lo 877858 14583560 -
Nongurrent Assets . ‘
Investments ' - . - a - - - : - -
Total Noncurrent Assets : - - ' - - -
~ Total Assets * : $10282514 . § 3423187 " § - 8 877.858  $14.583560
. LIABILITES. - : . S
Accounts payable and acerued liabiiities $ B737B7Y % 270,107 % - % 823 5 1144717
Due to other funds 10 573834 - 175,182 ¢ 749008
Due to other governmeants E _ - - - 16828 16,828
Other liabitifies . ' _ : - 234059 . 234059
Deferred revenue : ' - s - 44533 44,833
Total Liabilities } ’ - 873,797 843,941 - 471,705 - 2,185,443
FUND BALANGES S _ _ : : :
Nonspendable: 275,030 . . 275,030
Restricted for: . _ )
Fire Department 1,170,342 - - . - 1,170,342
Debt service fund . - ‘ - o - - - |
Special revenue funds . _ . - - - 508,275 | 5086275 ' |
Capital Projects - - 2579245 - - 2,579,248 3
Unassigned for: ' o . o
Ganeral fund - 7,963 345 ; - - - 7.963,345
Debit service fund o o - - . - (84,038) (84,03%9)
Special revenue funds o - - : - {16.082) {16,082)
Total Fund Balances - ' ) S 408,717 2.579.248 - - 408,154 12,384,117
Total Liabllities and Fund Balances $10282514 $ 3423167 § - % 877.859 = $14.583560

See Notes to Financial Statements &



, CITY OF JACKSONVILLE . :
RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET
' TO THE STATEMENT OF NET POSITION
SEPTEMBER 30, 2016 -

'T_otal fund balances for governmental funds - o o s 12,394,117

 Total net position reported for governmehtal activities in
“the statem‘ent of net position is different because: :

ltems recorded on the Statement of Net Assets inciude:

- A Net Pension Liability or Asset calculated by the actuary.
Some of each year's pension costs will. be deferred (deferred inflows _
and deferred outflows of resources) and amortized over a number of years. .

Deferred Outflow of Resources N ‘ 1,008,647

Net Pension Liability o _ (6,146,622)
Deferred Inflow of Resources ' (154,848) _

‘ ‘ - : S (5,292,823).
Capital assets used in governmental activities are not o E
financial resources and, therefore, are not reported in
the funds. Those assets consist of:

‘Govemmental capital assets - i . 59,881,980
. Less: Accumulated depreciation _ ' (37.053.173) :
. Total Capital Assets ' . 22,928,787

Long-term liabilities applicable to the City's governmental
activities are not due-and payable in the current period

- and accordingly are not reported as fund liabilities,
Interest on Jong-term debt is not accrued in governmental
funds, but rather is recognized as an expenditure when.

- due. All liabilities, both current and long-term are
reported in the statement of net position.

- Accrued interest N :  (59.474)
Bonds and warrants payabie ‘ . ‘ (20,605,000)
Compensated absences o . (412,202)
OPEB Payable: : _ : . {(100,118) S
' - : ' - (21,176,794)
Net position of governmental activities S ' 8853287

See Notes to Financial Statements 7



CITY OF JACKSONVILLE
STATEMENT OF REVENUES, EXPENDITURES AND.GHANGES IN FUND BALANCES
OF GOVERNMENTAL FUNDS :
FOR THE YEAR ENDED SEPTEMBER 30, 2016

Municipal = School -~ Other = - Total

General  Complex lmprovements Governmental Governmental
Fund Eund Fund Funds - Funds
Revenues : ‘ : : ) . ‘
Taxes : - $ 9182462 % SR T - % 84,012 $ 9276504
Licenses and permits 1,390,144 - - - 1,390,144
" Charges for services - - 1,765,300 - - 120,182 1,885,482
Fines and forfeltures : 423,982 B - ' Co- . 423982
Operating grants and contributions 37,892 ' - - : - . 3782
~ Capital grants and contribuions 279,847 - 437,170 N - 56,508 CTT3S523
Interest. | . 12,230 4855 3 - 17117
Miscelianeous 70,380 - - S - 70,380
Total Revenues 13,172,267 . 442026 - . o3 260,700 13,875,024
Expenditures S - . . C i o
General government - 2426980 - - 351,270 2,778,250
Public safety . 4282596 - - - 4,282,596
Pubiic works 1,726,316 . - - 1,728,318
Health and social services 239,256 ) -. } - - 238,255
Culture and recreation ] - .. 1,810555 - = - 1,810,555
Other boards and agencies 574,322 - 1,132,605 i 1,706,927
Capital expenditures . 646,580 7,398,632 - - 8046212
Debtservice: .
Principal ‘ e - o= - - - -
- Interest and fees ' : . - R -1,310,509 1.310,508
Totat Expenditures - - 11,706,605 7,399,832 1,132,805  _ 1.881.778 21,800,621

Excess Revenues Over (Under) Expenditures 1,465,662 (6O57608) (1132574 (1401079 (8025597

Other Financing Sources (Uses) = ) ) ) A
Operating transfers in 50,000 2,975 . - 1,368,398 1,421,373

Praceeds from long term debt ' . - -
Cperating transfers out - ..{1.368.398) = : - (52,875 (1.421.373)
Total Other Financing Sources (Uses) . (1.318.398) _ 2875 - 1,315,423 -
Net Change in Fund Balance - 147,284 (6954631) © (1132574 - (85856)  (8,025,587)
'Fund Balance, Beginning - _ " $261458 9533877 1,132,574 491810 20419714
Fund Balance, Ending ' $ 9408717 5 2579246 5. $ 408154  $12.384.117

. See Notes to Financiél Statements 8



CITY OF JACKSONVILLE

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS

. TO THE STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED SEPTEMBER 30, 2016

" Net change in fund balances total governmental funds .

The change in net position reporte'd for governmental activities )
in the statement of activities is different because:

Governmental funds report pension income/expense as calculated
by the actuary. Itis tied to the change in net pension liability
rather than the amount of contributions.

Pension Income (Expense) o L (192,040)

Governmental funds report capital outlays as expenditures. However,
in the statement of activities, the cost of those assets are capitalized
and depreciated over their estimated useful lives.

Expenditures for capital assets | 8,284,366

~ Less: Current year depreciation, net o (1,671,032)

Governmental funds do not accrue interest payable on long term
debt. However, interest payabile is recorded on the
government-wide statements

Change in interest payeble
Bond proceeds pro\nde current financial resources to -
governmental funds, but the repayment reduces long-term _
liabilities in'the’ statement of position. Repayment of bond prmcipal _
_is an expenditure in the governmental funds, but the repayment

reduces long-term liabilities in the statement of net posmon

Net Change in Iong-term debt from bo‘nd proceeds, defeasance
- payment of principal, and change in compensaied absences

Bonds and Warrants Payable

Compensated Absences

Change in net position of .governmental activities

See Notes to Financial Statements 2

$ (8,025,597)

©(192,040)

6,613,334

895

560,000
(5.887)

$ (1,049 .295)



CITY OF JACKSONVILLE
' NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2016

NOTE A — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Organiz_ation

- The City of Jacksonville, Alabama was incorporated in 1834 under the laws of the State
of Alabama. The City provides and accounts for in these financial statements the
general government, police protection, fire protection, emergency medical service, a
storm drainage system, street maintenance, a parks and recreation system, rubbish and
trash collection, library services, educational programs, industrial development
programs, Retired Senior Volunteers Program, inert landfill, and community _ ‘
development programs. All of these are included within the primary government entity. -

. Reporting Entity

The financial statements of the City have been prepared in oonformi_ty 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 was developed to make

“annual reports easier to understand and more useful to the people who use govemment -
financial information to make decisions. The City has adopted GASB Statement No. 34
for the fiscal year ended September 30, 2004 and all future years then ended.

As reguired by the accounting principles in the United States, these financial statements
‘present the primary government (“the City”) and discretely presented component units,
entities for which the government is considered financially accountabie. Because thete

" is a financial burden or benefit from the entities, they are considered governmental fund
type and component units and are reported in a separate column in the government— '
wide statements to emphasize that they are legally separate from the primary

-government. Each d:soretely presented component unit has a September 30 flsoal year-
end. _

Jacksonville Clty Board of Education is a component unit of the C[ty Their audrted
fi nanc:lal statements are available at the Board office.

Jacksonville Water Works, Gas & Sewer Board prowdes services for the citizens of the
“City of Jacksonvifle, Alabama.

10



CITY OF JACKSONVILLE = -
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2016 |

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued
Related ‘Organizations |

The City of Jacksonvrlie is also responsrbie for appomtlng a votlng majority of the
boards of other organizations, but the City’s financial accountability for these
organizations does not extend beyond making the appointments. The City appointed.a
voting majority for Arts Council, Community Development Board, Industrial
Development Board, and Planning Commission. In fiscal year 2015 the City -
appropriated $500 to the Arts Council and provided the Planning Commission witha -
" place to meet. These organizations are related organizations that have not been .
mcluded within the Clty s financial statements '

Jomt Venture

As defined in GASB Statement No. 14, a joint venture is a lega! entity or other
organization that results from a contractual arrangement and is owned, operated, or -
governed by two or more participants as a separate and specific activity subject to joint
control, in which the participants retain (1) an ongoing financial interest or (2) an .
‘ongoing financial responsibility. The Cities of Jacksonville and Piedmont have partnered -
in the operation of an Inert Landfill located between the two cities. Details of this joint
venture are disclosed in Commitments and Contingencies note.

- Government-wide-and Fund Financial Statements

The government—wrde financial statements (i.e. the statement.of net position and the
statement of activities) report information on a[! of the nonﬁducrary activities of the City
and its component units. The effect of interfund activity has been removed from these
statements. The City as the primary government is shown separately from its two legally -
separate component units. The statement of activities demonstrates the degree to
which the direct expenses of a given function are offset by program revenues. Direct
. expenses are those that are clearly identifiable with a specific function; program
revenues include (a) charges to customers who purchase, use, or directly benefit from
goods, services, or privileges, provided by a given function, and (b) grants and
contributions that are restricted to meeting the operational or capital requirements of a
particular function. General revenues include taxes and other items not included in-
program revenues. The City does not allocate indirect expenses. ‘

-1




- CITY OF JACKSONVILLE
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2016 '

- NOTE A - SUMMARY OF SIGNIFICANT_ ACCOUNTING POLICIES - Continued
' Measuremeht_chus, Basis of Accouhting, and Financial Statement Preeentatien :

The accounting and financial reporting treatment applied to a fund is determined by its

: measurement focus. The government-wide financial statements are reported using the
economic resources measurement focus and the accrual basis of accounting. Under
this focus and basis, revenues are recorded when earned and expenses are recorded
when a liability is incurred, regardless of when the: cash is received or expended.

. Property taxes are recognized as revenues when the enforceable iegal claim has _
occurred, grants and similar items are recognized when all the eligibility requirements of
the providers have been met. Revenues, expenses, gains, losses, assefs, and liabilities
resulting from exchange and exchange-like: transactlons are recognized when the
exc:hange takes. place

All governmental funds are accounted for using the current financial resources
measurement focus and the modified accrual basis of accounting. Revenues are
recognized when they are both measurable and available. The City considers revenues
' to be available if they are collected within sixty days-of the end of the current fiscal ..
. period. Expenditures are recorded when the liability is incurred, consistent with accrual
accounting. Debt service expenditures, claims and judgments, as well as expenditures
related to compensated absences are recorded only when payment is due.

. The City reports the followmg major governmental fund:

" The General Fund is the City's primary opera’nng fund and accounts for all fmancxal
resources except those required to be accounted for in other funds.

GASB Statement No. 20 requires that each government make elections concerning

- proprietary funds. The City elected to apply Financial Accounting Standards Board

- (FASB) pronouncements and interpretations issued before or on November 20, 19889,
uniess they confllct with or contradlct GASB pronouncements.

12




CITY OF JACKSONVILLE |
NOTES TO FINANCIAL STATEMENTS -
SEPTEMBER 30, 2016
NOTEA - SU_MMARY OF SIGNIFICANT ACCOUNTING POLICIES — Continued
- .Deposits ahdllnvestme'r_lts .
The City’s cash is consideréd to be cash on hand_ and demand depdsifs.

" The City may invest in instruments authorized by"Secti.on 11-81-19 through 11-81-21,
Code of Alabama, 1975, as amended. The City adopted Resolution R-1588-10,

- Investment Policy, on February 22, 2010, which further classifies funds, defines their’

objectives, specifies maturities, and assigns authority and respon3|b|hty for the
mvestment of funds. -

Interfund Receivables and. Payab_les. |

Activity between funds that are representative of lending / borrowing arrangements
outstanding at the end of the fiscal year are referred to as either “due fo / from other
funds”. Flow of cash or goods from one fund to another without a requwement for
repayment is reported as interfund transfers.

Inventories

Inventory shown in the General Fund consists of gasoline held for consumption and is
valued at cost on a first-in, first-out basis. All other items purchased for consumption are .
~ recorded as expenditures of the specn‘lc fund and are not inventoried.

Other Assets

Other assets totaling $164,019 includes the capital contribution of the municipality for its
membership in the Alabama Municipal Insurance Corporation of $84,096. This money is
heid in an escrow account at Union Bank and Trust Company in Montgomery, Alabama.
© $35,090 consists of bond issuance costs. This will be amortized over the life of the
bond. $44,833 consists of a note receivable.

Capital Assets
In the government—wid_e'ﬁnancial statements, capital assets are valued at hiétoricat cost
or estimated historical cost if actual is unavailable. Donated capital assets are valued at

their estimated fair market value on the date donated. The City capitalizes assets with a - |
cost of $5,000 or more as purchase and construction outiays occur.

13



CITY OF JACKSONVILLE
NOTES TO FINANCIAL STATEMENTS
' SEPTEMBER 30, 2016

NOTE A — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES ~ Continued
Capttal Assets —Continued
" Prior to Octobe'r't, 2001, gov'ernrn'ent funds’ infra.structure assets were not capitalized.
In accordance with GASB Statement No. 34, infrastructure has been capitalized
retroactively to 1980 using estimated_ historical costs as of September 30, 2007.
Depreciation is recorded as an allocated expense in the Statement of Activities, with
accumulated depreciation reflected in the Statement of Net Assets. Depreciationis
' prov;ded over the assets’ useful lives using the straight- -fine method of deprematlon The

range of estimated useful Itves by type of asset is as follows: -

' Buildings o 2040 years

Improvements . ‘ ' 40 years
Machinery and Equ;pment _ - 5-10 years
-Automotive Equipment : S 5 years
Office Equipment . 3-10 years

In the fund financial stetements, capital assets used in governmental fund operations
- .are accounted for as capital outlay expenditures upon acquisition. Bond discounts,
premiums and issuance costs are treated as period costs of the year of issue.

_ Compenseted Absences

, The City fo[lows Governmental Accountmg Standards Board Statement No. 16,

~ Accounting for Compensated Absences, which requires that accrued liabilities for future
vacations and sick leave be recorded to the extent the future leaves (1) relate to rights
attributable to employee services already rendered, (2) relate to rights that vest or

accumulate, (3) where payment is probable and (4) Where amounts can be reasonably
estimated.

The liability for these compensated absences 1S recorded as Iong—term debt in the -
government-wide financial statements. The current portion of this debt is estimated _
" based on historical trends. In the governmental fund financial statements, amounts that
would normally be paid with expendable available financial resources are recorded in
the General Fund, and the amounts considered non-current are held in the long-term
debt account group. Amounts paid or payable within sixty days are deemed fo be
payable from expendable financial resources. Employees may accumulate and carry
over at their anniversary dates the equivalent of one year’s accrual of annual leave. -

14



" CITY OF JACKSONVILLE
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2016

NOTE A~ SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued
~ Compensated Absences — Continued

No limit is placed upon the number of sick leave hours that may be accumulated and *
used for absences, but only 25% of the accumulated hours with a cap of 500 hours are
available for reimbursement upon retirement with ten years of service. The accumulated
value of annual and sick Ieave as of September 30, 2016 is $412,202.

Pensions

‘The Employees’ Retirement System of Alabama (the Plan) financial statements are -
prepared using the economic resources measurement focus and accrual basis of
accounting. Contributions are recognized as revenues when earned, pursuant to the

" plan requirements. Benefits and refunds are recognized when due and payable in
accordance with the terms of the plan. Expenses are recognized when the
corresponding liability is incurred, regardless of when the payment is made. :

~ Investments are reported at fair value. Financial statements are prepared in accordance -

~with requirements of the Governmental Accounting Standards Board (GASB). Under
these requirements, the Plan is considered a component unit of the State of Alabama

‘and s included in the State’s Comprehensive Annual Financial Report.

Long-Term Obligations

in the government-wide financial statements, and 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, or proprietary fund type statement of
net assets. Bond premiums and discounts, as well as issuance costs associated with

- bond insurance, are deferred and amortized over the fife of the bonds usmg the straight- -
line method. Bonds payable are reported net of the applicable bond premium or :
discount, Bond issuance costs are reported as deferred charges and amortized over the
term of the related debt. - '

In the fuhd financial‘ _statements, governmental fund types recognized bond premiums
and discounts, as well as bond issuance costs, during the current period. The face
amount of debt issued is reported as other financing sources. Premiums received on
.debt issuances are reported as other financing sources while discounts on debt
issuance are reported as other financing uses. Issuance costs, whether or not withheld
~ from the actual debt proceeds received, are reported as debt service expenditures.

15



CITY OF JACKSONVILLE
- NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2016

'NOTE A — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES — Continued
Fund Equity |

In the fund financial statements, governmental funds report reservations of fund balance
for amounts that are not available for appropriation or are legally restricted by outside
parties for use for a specific purpose. Designations of fund balance represent tentative
management plans that are subject to charige. In the statement of net assets under
-GASB No. 54, fund balances may be classified in the following five categories:

Nonspendable Fund balances that cannot 'be spent because they are either'

“Notin Spendable Form— genera[]y, amounts that are not expected to be
converted fo cash, such as lnventones or prepald amounts

Legally or Contractuaﬂy Requ:red to be Maintained Intact— amounts that are
required to be malntamed intact, such as the pnncxpal of a permanent fund

Restricted- amounts that can be used only for Sp&CIfIC pu rposes because of (a)
constitutional pro_v:smns or enabhng legislation or (b) externally |mposed constralnts.-

- Committed- amounts that can be used only for specmc purposes because of a formal
action by the government s highest Ievel of decision-making authonty

Ass:gned- amounts mtended to be used for specific purposes but that do not meet the |
‘criferia to be C]aSSIﬂed as restncted or committed :

Unassignhed- re31dual classmcatlon for the general fund (i.e. everythlng that is not in
another classification or in another fund)

The City’s policy is first to apply restricted resources and then unrestricted resources

when an expense is incurred for purposes for which both restncted and unrestricted net
assets are available.

'Interfund Tran’sactions

~ During the course of normal operations the City has numerous transactions between
. funds, including expenditures and transfers of resources to provide services, construct
assets, and debt service. Interfund transfers are reported as other financing sources /
uses in.governmental funds. The government-wide statements eliminate interfund

16



" GITY OF JACKSONVILLE
NOTES TO FINANCIAL STATEMENTS
' SEPTEMBER 30, 2016

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES ~ Continued
|nterfdnd_ Transactions - Continued

- transfers and recell"vabie's / payables as reported within the segregated go'vernr'n'ental
activities column. Only transfers and receivables / payables between the two columns
appear in this statement, Whlch zero in total. -

- NOTE B RECONCILIATION OF GOVERNMENT—WIDE AND FUND
FINANCIAL STATEMENTS ‘

Governmental Fund Balance Sheet and Government—mde Statement of Net
: Posrtlon : -

.. The govemmental fund balance sheet includes a reconc;lllatlon between fund balance —
total governmental funds and net assets — governmental activities as reported in the
government-mde statement of net assets :

Governmental Fund Statement of Revenues Expend!tures and Changes in Fund -
Balances and the Government-wide Statement of Activities

The governmental fund statement of revenues, expendltures and changes in fund -
balances includes a reconciliation between net changes in fund balances — total
‘governmental funds and changes in net position of governmentai act!\ntles as reported
in the government-wide statement of actrwtues

' NOTE C — STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY
Budgetary -Accounting :

~ The annual budget for the City is adopted on a basis consistent with generally accepted
accounting principles. The fiscal year is a twelve-month period beginning October 1. '
‘The annual budget includes all general revenues and expenditures. The City adopted
the annual budget for the year ending September 30, 2016; however, throughout the
year, the Council amends the budget as needed. The budgeted amounts in this report
- are as orlglnally budgeted as of September 30, 2016.
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~ CITY OF JACKSONVILLE
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2016

'NOTE C - STEWARDSH[F_’, COMPLIANCE AND ACCOUNTABILITY - Continued
Budgetary.Accountihg - Continued |

'The General Fund Schedule of Revenues and Expenditures—Budget to Actual present a
comparison of budgetary data to actual results of operations for which annual operating-
budgets are Iegalty adopted. These funds utilize the same basis of accounting for both
budgetary purposes and actual results. At the end of each fiscal year, unexpended and .

_unencumbered appropriations are closed into the fund balance accounts. At the start of

“the next fiscal year all encumbrances outstanding at year end are reappropriated in the
new budget and therefore reestablished. Capital Project Funds are budgeted over the

life of the project and adjusted as necessary and are not on an annual basis; therefore

budgetary data for these funds have not been presented in the-accompanying combined
financial statement. -

NOTE D — CASH AND INVESTMENTS

Cash consists of checking and savings: At September 30, 2018 the carrying amount of
the City’s cash was $8,691,642. The City’s depositories are all designated by the -
Alabama State Treasurer as qualified public depositories under the Security of Alabama -
Funds Enhancement Act (SAFE). The enactment of the SAFE program changed the
way all Alabama public deposﬂs are collateralized. Each qualified public. deposrtory

_ (QPD) is required to hold collateral for all its public deposrtoraes on a pooled basrs ina
. custody account established by the State Treasurer as a SAFE administrator. In the
unlikely event a public entity should suffer a deposit loss due to QPD insolvency or
default a claim form would be filed with the State Treasurer who would use the SAFE -
pool co!iateral or other means io reimburse the: Ioss

The cash deposrts held at financial institutions can be categonzed aocordlng to three
Ievels of rlsk ‘These three leve!s are as follows

Category 1 - Deposits wh:ch are insured or collaterahzed with secuntres
: held by the City-or by its agent in the Cltys name.

"Category 2 Deposrts which are collaterahzed with securities held
' by the pledging financial institutions trust department
- oragent in the City S name.

| Category 3 Deposits which are not coliateraiiied or insured.
| : 18



~ CITY OF JACKSONVILLE
_ NOTES TO FINANCIAL STATEMENTS
| SEPTEMBER 30 2016

' NOTE D- CASH AND' INVESTMENTS - Cohfinued -

Based on the three levels of nsk the City's cash deposrts are classified as Category 1
" deposits. , -

Investments consist of funds with-a maturity date greater than three months. All of the
investments that have a maturity date of one year or less are current, and investments .
that have a maturity date greater than a year are considered noncurrent. At September _
30, 2018, the City’s investments consisted of $3,505,985 in Certxﬂcates of Deposit and
securities invested in cert[flcates of dep03|t \

NOTE E — RECEIVABLES
Accounts Receivable

- Receivables as of September 30 2016 are as follows

Tax recewable S _ $ . 737, 596

Ambulance service receivables, net 197,491

Miscelianeous re_oeivables- . T 234 946
o $ 1,170,033

 Ambulance receivables are shown net of allowance for doubtfu[ accounts, The
allowance for doubtful accounts is $48,342. Bad debt expense in the general fund was

: $152 822

Due From Other Governments

" Due from other governments at September 30 2016 was $111,614 and oonsusts of

- taxes and grants due to the City from other governmental entifies.

Outstandmg Warrants_

- Outstanding warrants have not been recorded on the books of the City. The warrants
consist of all outstandlng payments due the City from individuals. The amount of
collectible warrants is undeterminable af this time. The total outstandlng warrants at:
September 30, 2016 were $462 468..
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CITY OF JACKSONVILLE |
NOTES TO FINANCIAL STATEMENTS
- SEPTEMBER 30, 2016

'NOTE E - RECEIVABLES - Continued

Property. Tax

' Property taxes are levied as of October 1 of each year on property assessed the
preceding October 1. The taxes are due on October 1 and become delinquent on the
_lien date of January 1. Billings are mailed out on October 1 of each year. Property taxes
are received monthly from Calhoun County. Taxes that are not both available and

- measurable are not accrued. These include property taxes, business licenses and
franchise taxes.- -

NOTE F — PREPAID EXPENSES
Prepaid expenses consist of:

Prepaid Worker's Comp. Insurance - % 54,246

Prepaid Gen Liability Insurance _ - 47,583
Prepaid other contract services ' 77,329
$ 179,168

20



CITY OF JACKSONVILLE
- NOTES TO FINANCIAL STATEMENTS

SEPTEMBER 30, 2016

NOTE G — CAPITAL ASSETS

Capital asset activity for the year ended Septémber 30, 2016 was as follows:

‘Balance at

) Balance at ‘
Capital Assets 9/30/15 Addition " Deletion 9130116

Non-depreciabte ' : .
Land - 664,653 § - % - % a 664,653

. Construction in prog 3,979,103 7,139,659 - 11,118,762

Total non-depreciabie 4,643,756 7,139,659 - 11,783,415

Depreciable .

- Land improvements 1,064,748 _ - - 1,054,748
Bldgs and improv §,200,844 15,830 - 9,215,874
Furniture and fixture ‘ 2_54,757 998 (829} 254,926
Machinery and equip 4,315,938 468,123 -(204,252) 4,579,808
Vehicles 3,667,748 - 407,074 (414,308) '3,960.515

" infrastructure 28,687,769 - 444 903 = 20132,672 -

Total depreciable - " 47,181,805 1,336,‘{28_ - .{319,389) - 48,198,544

Tot_al assets ) 5i,825,56‘{ : o 8,47'5;787 - {319,389) 59,981,959 .

Less: . .

Accumulated’ ; ’ i :
-depreciation {35,510,108) . (1,671,032) 127,968 (37,053,172)
Capital Assets, net. o 16,315,453  § 6,804,755 % (181421) § . - 22,828,787

The City determined the value of Major Capital Asseis based on the insurance
replacement value estabhshed under. the AMIC Insurance listing on the City's 2005
policy. Large buildings were depreciated based on a forty-year life. Other buildings were
depreciated on a twenty-year life. The City's building inspection reviewed all real
property and determined the useful life before substantive repalrs All equlpment and
other assets were recorded at hrstorlcai costs

Depreciation expense for the year ended September 30, 2016 was $1,671,032 and is

~shown as a separate line item on the Statement of Activities.
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_CITY OF JACKSONVILLE
NOTES. TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2016
NOTE H —~ ACCOUNTS PAYABLE AND ACCRUED LIABILIT[ES |

Payables at September 30, 2016 consist of the following

_ 2016 s
Accrued salaries $ 201,073
. Cash bonds 11114
Payroll liabilites . 15,018
Performance bonds o 2,000.
~ Accounts payable : 915,512

$_ 1,144,717

"NOTE | - INTERFUND RECEIVABLES, PAYABLES AND'TRANSFERS
The City uses interfund receivables / payables to record interfund relmbursements that
arise when one fund reimburses another fund for costs incurred on its behalf. The
‘composition of interfund balances as of September 30, 2016 is as follows:

 Interfund - Interfund

_Receivables ' _ Payables
Genera[ Fund : o '
" Due from Special Revenue tnert Landfill $ 175162 ' $ -
Due to Gas Tax Fund B S - - 10 .
* Due from Capital Project Fund’ _ _ 573,834 -
Total General Fund | _ ' 749006 ¢ . 10
Special Revenue Funds , : ‘
Gas Tax Fund — Due from GF ' 10 - -
Capital Project Fund — Due to General Fund - 573,834
Inert Landfill Fund ~ Due to GF - 175162
Total Special Revenue Funds ' 10 749,006
Total Interfund F’ayables | Receivables $ .749,018 - $_ 749016
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" SEPTEMBER 30, 2016

NOTE | — INTERFUND RECEIVABLES, PAYABLES AND TRANSFERS — Continued
- The City uses interfund transfers to record the resourceé one fund provides a.nother

fund with no expectation of repayment, such as occurs with companlon funds. The:
composition of interfund transfer balances at September 30 2016 is as follows:

Transfers Transfers
- Qut - In

General Fund ' : , . C,
Debt Service: . $§° 289146 $ - - -
Inert Landfill - S e - _ -
‘Municipal Complex - - _ -
Operatlng - ' - 1,079,252 : -
‘Total General Fund | - 1,368,398 . | -
Special Revenue Funds . '
RSVP Local — from GF - _ -
School Improve. — from Debt Service - -
Capital Projects = - ' - - 2,975
Inert Landfill - from GF - ‘ - 52,500
Debt Service . S 2975 -
Debt Service Fund - } : : - 1,315,898
Total Special Revenue Funds ' 2,975 1,371,373

Total Interfund Transfers o $ 1,371,373 $ 1,371,373

'NOTE J — LONG-TERM DEBT
Bonds and Warrants

The City issued 2013 Series General Obligation Bonds for the building of the Municipal
Complex and for school improvements. The bonds are direct obligations of the City, and
‘the full faith-and credit of the City is pledged against the bonds. The bond outstandlng at
September 30, 2016 were the 2013 Series General Obligation Warrants, due semi-
annually at rates ranging from 2.00% - 5.00% per annum, maturing in 2042 The
balance at September 30, 2016 was $16 535,000.
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- SEPTEMBER 30, 2016 '

. NOTE J — LONG-TERM DEBT - Continued
Bonds and Warrants — Continued

The City issued 2015 Series General Obligation Warrants in order to refund the 2007
- Series General Obligation Bonds on July 30, 2015. The bonds are direct obligations of
the City, and the full faith and credit of the City is pledged against the bonds. The bonds
outstanding at September 30, 2016 were the 2015 Series General Obligation Warrants,
due-semi-annually at rates ranging from 1.500% - 3.625% per annum, maturing
September 1, 2036. The balance at September 30, 2016 was $4,070,000

~In July of 2015 the City issued the Series 2015 Bond issue. Proceeds from the bond .

~ issue were used to establish an escrow fund to satisfy the requirements of the Series

- 2007 Bond Issue. The remaining funds are to be used for capital improvements
consisting of remodeling or renovation of various facilities. Cash in the amount of
$3,922,465 was deposited with an escrow agent pursuant to an escrow agreement. The
maturities of these securities and related earnings thereon are expected to provide
sufficient cash flow to meet the debt service requirements of the defeased Series 2007
Bond as it matures. This transaction effectively released the City from its obligation to
repay the defeased Series 2007 Bond a'nd constitutes an in—substance defeasance. -

The debt activity for the govemmental actlvmes of the Clty for the year ended
September 30, 2016 is as follows:

Beginning i ) T " Ending

Balance S Loan " Principal - Balance Interest
10/1/15 . Proceeds . - Paid 9130116 Paid
BONDS AND WARRANTS _ S : - - o A
5013 GOW Bonds | 16,935,000 S {400,000) - 15,535,000 637,867
© 2015 GOW Bonds - : ‘ 4,230,000 . - o {160.000) 4,070,000 10,208
Jotal Bonds and Warrants ' ' ' '
: S $ . 21,165,000 3 - § (560,000) $ __20,605,000 § _ 648,103
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J - L‘ONG-TERM DEBT - Cohtinued
Bonds and Warrants — Continued

The prlnc:lpal maturities and related interest requsrements for the bonds and warrants
~ for the next- five fiscal years and thereafter are as follows: '

" Fiscal Year Ending

. September 30, Principal Interest , Total
2017 _ - $ 565,000 $ 745215 $ 1,310,215
2018 ~ 575,000 - 733,915 1,308,915
2019 : E 590,000 722415 1,312,415
2020 . 605,000 - 707,190 1,312,190
2021 : 625,000 - 690,655 1,315,655
- 2022-2026 . 3,390,000 3,177,126 6,567,126 -
2027-2031 3,945,000 2,613,111 6,558,111
2032-2036 4,880,000 .-1,689,312 6,669,312
2037-2041 1 4,435,000 745,400 5,180,400 . .
2042 : - 955,000 - 39,800 1,034,800 -

Total ~$ 20,605,000 $ 32,469,139

$ 11,864,139

NOTE K RETIREMENT

‘-Plan Description. The Employees Retlrement System of Aiabama an agency mulfiple-
employer plan, was established October 1, 1945 under the provisions of Act 515 of the
Legislature of 1945 for the purpose of_providing_r‘eﬁrement 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 the general:
administration and operation of ERS is vested in its Board of Control. The ER Board of
Control consists of 13 trustees. The Plan is administered by the Retirement Systems of
Alabama (RSA). Title 36-Chapter 27 of the Code of Alabama grants the authority to
establish and amend the benefit terms to the Board of Control. The Plan issues a
publicly available financial report that can be obtained at www.rsa-al.gov.
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'NOTE K — RETIREMENT - continued
The ERS Board of Control consists of 13 tr_ustees‘as follows:

1. The Governor, ex officio.
2. The State Treasurer, ex officio.
- 3. The State Personnel Director, ex officio.

4. The State Director of Finance, ex officio. :

5. Three vested members of ERS appointed by the Governor for a term of four
years, no two of whom are from the same department of state government
nor from any department of which an ex officio trustee is the head. '

6. Six members of ERS who are elected by members from the same category
of ERS for a term of four years as follows: '

~a. Twao retired members with one from the ranks of retired state employees
and one from the ranks of retired employees of a city, county, or a pubhc .
~ agency each of whom is ‘an active beneficiary of ERS '
b: Two vested active state employees.
c. Two vested active employees of an employer: partlcrpating in ERS.
pursuant to section 36 27-6.

Benefits provided. State law establishes retrrement benefits as well as death and
disability benefits and any ad hoc i increase in postretirement benefits for the ERS.
Benefits for ERS.members vest after 10 years -of creditable service. State employees
who retire after age 60 (52 for State Police) with 10 years or more of creditable service
or with 25 years of service (regardless of age) are entitled to an annual retirement
benefit, payable monthly for life. Local employees who retire after age 60 with 10 years -
or more of creditable service. or with 25 or 30 years of service (regardless of age), ‘
dependlng on the particular entity’s election, are entitied to an annual retirement benefrt
payable monthly for life. Service and disability retirement benefits are based on a
guaranteed minimum or a formula method, with the member receiving payment under
the method that yields the highest monthly benefit. Under the formula method, members -
of the ERS (except-State Police) are allowed 2.0125% of their average final
compensation (highest 3 of the last 10 years) for each year of service. State Police are.
aliowed 2. 875% for each year of State Pollce servrce in computing the formuia method.

Act 377 of the Legislature of 2012 established a new tier of benefrts (Tler 2) for

members hired on or after January 1, 2013. Tier 2 ERS members are eligible for
retlrement after age 62 (56 for Staie Pollce) with 10 years or more of creditable service
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'NOTE K ~ RETIREMENT - Continued

and are entitled to an annual retirement benefit, payable monthly for life. Service and

- disability retirement benefits are based on a guaranteed minimum or a formula method,
with the member receiving payment under the method that yields the highest monthly
benefit. Under the formula methad, Tier 2 members of the ERS (except State Police)
_are allowed 1.65% of their average final compensation (highest 5 of the last 10 years)
for each year of service. State Police are allowed 2.375% for each year of state poltce
service in computlng the formula method

Members are eligible for dlsablhty retirement if they have 10 years of credibie service,

- “are currently in —service, and determined by the RSA Medical Board to be permanently
incapacitated from further performance of duty. Preretirement death benefits are -
calculated and paid to the beneficiary on the member’s age, service, credit, employment
status and eligibility for retirement.

The ERS serves approximately 846 local pammpatlng employers These partlc:Ipatmg
employers include 287 cities, 65 counties, and 494 other public entities. The ERS
" membership. inciudes approx:mately 83, 874 participants. As of September 30,2015 the
City’s membership consisted of:

Retlred members or thelr beneficiaries currently receiving beneﬂts - 77

Vested inactive members o1
Non-vested inactive members - . - .13
_ Active members . . 180
Post-DROP retired members still in active service: ' ' g
_ _ "

 Total - 2

Contributions. Covered members of the ERS contributed 5% of earnable
compensation to the ERS as required by statute until September 30, 2011. From
October 1, 2011, to September 30, 2012, covered members of the ERS were required

. by statute to contribute 7.25% of earnable compensation. Effective October 1, 2012,
~ covered members of the ERS are required by statute to contribute 7.50% of earnable
' compensation. Certified law enforcement, correctional officers, and firefighters of the

ERS were required by statute to contribute 8.25% of earnable compensation. Effective

October 1, 2012, certified law enforcement, correctional officers, and firefighters of the

ERS are re_qmred by statuie to contribute 8.50% of earnable compensation. State Police
~of the ERS contribute 10% of earnable compensation. ERS local participating

employers are not required by statute to increase contribution rates for their members.
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NOTE K — RETIREMENT - Continued

The City elected not to increase the employee contrlbutlon rate as provided by Act
2011-676. Covered members contrnue to contnbute 5% of earnable compensatron

Tier 2 cov_ered members of the ERS contribute 6% of earnable compensatron to the
ERS as required by statute. Tier 2 certified law enforcement, correctional officers, and
~ firefighters of the ERS are required by statute to contribute 7% of earnable _
compensation. Tier 2 State Police members of the ERS contribute 10% of earnable _
‘compensation. These contributions rates are the same. for Tier 2 covered members of
- local participating employers -

~ The ERS establrshes rates based upon an actuarla!ly determined rate recommended by
an independent actuary. The actuarially determined rate is the estimated amount

- necessary to finance the costs of benefits earned by employees during the year, wrth
additional amounts to finance any unfunded accrued liability, the pre-retirement death -
benefit and administrative expenses of the Plan. For the year ended September 30,
2016 the City’s active employee:contribution rate was 10.25 percent of covered payroll :
and the City’s average contribution rate to fund the normal and accrued Ilabrlrty costs
‘was 9.88 percent of covered empioyee payroll.

The City’'s contractually requrred contribution rate for the year ended September 30,
2016 was 10.25% of pensionabie pay for Tier 1 employees, and 7.90% of pensronable
pay for Tier 2 employees. These required contribution rates are based upon the
actuarial valuation dated September 30, 2015, a percent of annual pensionable payroll, -
and actuarially determined as an amount that, when combined with member _

- contributions, is expected fo finance the costs of benefits earned by members during the
year, with an additional amount to finance any unfunded accrued liability. Total employer
contributions to the pension plan from the System were $487, 742 for the year ended
September 30,.2016. :
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'NOTE K — RETIREMENT — Continued

Net Pension Liability.

. The Clty s net pension habuhty was measured as of September 30, 2015, and the total-
~ pension liability used to calculate the net pension liability was determmed by an
“actuarial valuation as September 30, 2014 rolied forward to September 30, 2015 using
-standard roll-forward technigues as shown in the foliowmg table

' Exgecfed - Actual

(a) Total Pension Liability. - $ 22,082,040  $21,912,111
as of September 30, 2014 o :
(b) Entry Age Normal Cost for ' 521,156 521,156 -
' October 1, 2014-September 30,2015
(c) Actual Benefit Payments and Refunds for {1,456,588) (1,456,588)
October 1, 2014-September 30, 2015 '
“(d) Total Pension Liability | $ 22,854,908 $ 22,671,384

as Of September 30, 2015 _
a}x(1.08)}+(b)-({c)x(1.04}) - _ _ S R
(e ) leference between Expected and Actuai _ - (183,524)
Experience (Gam)/Loss

Actuarial Assdmpt:ons The total penSton liability in the September 30, 2013 actuarial
valuation was determined using the following actuanal assumptlons app[:ed to all
. pernods included in the measurement:

' Inﬂatlon L 3.00%
-Salary increases - 3.75% - 7.25%
investment rate of return 8.00%

*Net of pension pl_an_ investment ekpehse,- including inflation

29



CITY OF JAC KSONVlLLE
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2016 ~

~ NOTEK - RETIRENIENT Contmued

Mortality rate for ERS were based on the RP-2000 Comblned Mortality Table PrOJected :
with Scale AA to 2015 set forward three years for males and two years for females. The
rates of mortality for the period after disability retirement are accordlng to the sex
dlstrnct RP-2000 Disability Mortallty Tabie :

" - The actuarial assumptlons used in the September 30, 2013 Valuatnon were based on the .

results of an investigation of the economic and demographic experience for the ERS
based Upon participant data as of September 30, 2010. The Board of Control accepied
and approved these changes on January 27, 2012 which became effective at the

- beginning of fiscal year 2012.

The Iong—term expected rate of return on pension plan lnvestments was determined
using a log-normal distribution analysis in which best-estimate ranges of expected
future real rates of return (expected retumns, net of pension plan investment expense

- and inflation) are developed for each major asset class. These ranges are combined to
produce the long-term expected rate of return by weighting the expected future real
rates of return by the target asset allocation percentage and by adding expected
inflation. The target asset allocation and best estrmates of geome’mc real rates of return
for each major asset class are as follows

_ long-Term
- Target Expected Rate of
: _ _ Allocation = Return*

Fixed Income ' : 25.00% 5.0(‘_3%'
U.S. Large Stocks  34.00% . 9.00%

U.S. Miid Stocks . . R.00% 12.00%

U.S. Small Stocks o - 3.00%  15.00%

International Developed Market Stocks ~ 15.00% . 11.00%

International Emerging Market Stocks 3.00% ‘ 16.00%

Real Estate o © 10.00% 7.50%

Cash - : ' o 2.00% 1.50% .
' "Total  100.00% - '

*Inclucies assumed rate of inflation of 2.50%. .
Discount rate. The discount rate used o measure the total pension liability was the

long term rate of return, 8%. The projection of cash flows used to determine the
discount rate assumed that plan member contributions will be made at the current
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NOTEK - RETIREMENT — Continued

contribution rate and that the employer contributions will be made in accordance with
the funding policy adopted by the ERS Board of Control. Based on those assumptions,
components of the pension plan’s fiduciary net position were projected to be available to
- make all projected benefit payments of current plan members. Therefore, the long-term
expected rate of return on pension plan investments was applied to all periods of -

~ projected benefit payments to determine the total pension liability.

Changes in Net Pension Liability

Total Pension  Plan Fiduciary Net  Net Pension

Liability . Position  Liability (Asset)
o - () (b) (a)- (b)
Balances at 9/30/2014 ‘ b S 22,082,040 S - 17,026,022 $ 5,056,018
. Changes for the year: R - o : '
Service Cost : - 521,156 - - 521,156
“Interest ' - 1,708,300 o e 1,708,300
Differences between expectedand : : -
actual experience ‘ . (183524) - (183,524)
Contributions - employer - - - o 517,552 (517,552)
Contributions - employee , : - - 333,015 . {333,015)
 Netinvestment income o - 197,690 - (197,690} -
Benefit payments, includes refunds of. _ : " o
employee contributions . ' (1,456,588) : {1,456,588) ' -
Adminstrative expense , o - - _ - :
Transfers'among Employers - - (92,929} - 92,929
.Net changes ' ' 589,344 - {501,260) 1,090,604

Balances at 9/30/2015 ' _ $ 22,671,384 S 16,524,762 S 6,145,622

Sensitivity of the net pension liability to changes in the discount rate. The

following table presents the City’s net pension liability calculated using the discount rate

of 8%, as well as what the City’s proportionate share of the net pension liability woulid

be if it were calculated using a discount rate that is 1-percentage pomt Iower (7%) or 1-
percentage -point higher (9%) than the current rate: _
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NOTE K — RETIREMENT — Continued

- 1% Decrease Current Rate . 1% Increase
- | . (7.00%) (8.00%) * . (9.00%)
City's net pension liability (asset) $8,760,724 $ 6,146,62_2 _ $3.,931,829:

Pensron plan ﬁduc:ary net posmon Detailed information about the pens;on plan s
fiduciary net position is available in the separately issued RSA Comprehenswe Annual
Report for the fiscal year ended September 30, 2015. The supporting actuarial -
information is included in the GASB Statement No. 68 Report for the ERS prepared as
-of September 30, 2015. The auditor’s report dated October 17, 2016 on the Schedule of
- Changes in Flduc;Iary Net Position by Employer and accompanying notes is also '
‘available. The additional financial and actuarial information is available at www.rsa-
al.gov. ' ‘ ' :

Pension Expense and Deferred Outflows of Resources and Deferred Inﬂows of
Resources Related to Pens;ons :

Forthe year ended September 30, 2016, the City recognized pension expense of

$192,041. At September 30, 2018, the City reported deferred outflows of resources and
‘deferred inflows of resources related to pensions of the following sources: |

Deferred Outflows -Peferred Inflows

. : o of Resources ‘ of Resources
leferences between expected and actual expenence o S - s 154,848
Changes of assumptlons . _ o ' - -
Net dlfference between projected and actual earmngs . N

' on pension plan investments : : 539,819 ST
L Employer contnbutlons subsequent to the measurement date 468,828 ' -

Total ' _ $ 1,008,647 % 154,848
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“Amounts reported as deferred outflows of resources and deferred inflows of resources

to pensnons will be recogmzed in pension expense as follows:

2017
2018
2019
2020
2021

There afte r

5

. 75,572
75,572 -
75,570

198,401
(28,676)

- (11,468)

Collective Deferred Outflows and Inflows be_tween' Expected and Actual Experience
. B Begir‘{ning. Balwgp_cneim ) : ‘ Ending Balance. .
: fAmeums Amounts . : .
?]n'rt'tai Intial :F.!ec‘olg'ni;zed VRecognized
%Ba!ance _:_B__e_ienee ELossesI‘ j_Gauns’.imw -in Pension :-in.Pens.ion l
'of Losses! ':ofGainsf Amoste . ’ gDeferred .jDeferred Expense/ fExpense.' .
?Deferred "Deferred ‘_zation Deferre'd_Deferre.d:C)utflows ‘Inflows ?Deferred E_Deferred '~ ‘Deferred : ;Deferred .
;;Outfibw jlnﬂow ‘Period Oﬁtflows ‘ Cinflow ‘ ilnﬂow i’Outf]ows Inflows
‘ o [CROMCUCINE
vear @ m ey TSR e m
zms?ﬁ 5. (535247 6478 -8 -§ - $®a524 & -.§ 2857B $ S $ 54848
20%. 3 s s s s s s -8 s s -
ATotal s $ - % § 83,524 ‘ s - R $ .15.4,343
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. Collective Deferred Outflows and Inflows for Differences from Assumption Changes

" Ending Balance,

Beginning Balance

Amounts. Amouhts

“Initial Initial

Recognized iReco ghized

f Ralance B alance

‘Losses!

. Gains/ iinPension

‘in Pensicn

‘of Losses/ ; of Gains/ éAmor‘tE

Ceferred

Defemed

éExpensef . Expense/

‘D eferred' Deferrad

Qutfiow Inflow

arrad ) Quiflows 7

ferred ‘ Deferred

“Infiow {Inflow

iOutflows  Inflows

_Ers)- @+

fia!

Collective Deferred OQutflows and Infiows for Differences in lnvestment Experience

Beginning Balance :

Amounts Amounts

Endin.g Balance

initial D Initial

Recognized . _Recognized_ .

Balance

¢ of Losses/ .- of Gains/

. Balance -

Losses/

Gains/ inPension | inPension

Amorti ;

Deferred

Deferred :

Expense/ Expehsef

Deferred : Defarred |

zation ©-Deferred : Deferred |

Qutflows

Creferred

Deaferred Deferred

Butflow Inflow -

Period - Gutflows inflows

nflows : Deferred -

inflow : infiow

Outflows inflows

@+(c)- | (b))

Year

{1

2y - . @

0158 1135377 % -

$§ 50-% -8

S $ 1BSATT 5 -

908,302 ' § -

204’ § -1 % eum7

.- § 4913710

$ -

5 227075 : % -

-5 2s7

.ig 3sB4m3 |

Total

$ - % 49130

§ 1BEATT :

"Net difference between. projected and actual eamings on invesim ents

908,302 | § 368483

| 538 " 0
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Summaty of A mortization of Dcferre'd Qutflows and Inflows of Resources .
Amorti- - ) : . . .
 zation - ;'tua[ & Exgec.'.ced rEx_'gerienfs. Assurﬁgtion Chang.es ;investmé_p@__ﬁéi_ps_fLo sses
lyear | 20w | & gow | 208 2w . 208 Towl
207 ' $ % ‘(28,676)2 sa' ' 53 s (p28E) ‘g 227, 075 $ 75572
20718 3 ‘s - (28,67_6)f $ $ S (2827, § 227, 075 $ ' 75572 |
20® 5 3 (2,857?)“ 8 $ ‘s (w2s29) 5 z2v 075 $ 75570 '
- |zo020 s s (28,676)_’;"‘5.5"‘ s $ s 227077 s ﬁsﬂm
o2 s Soeems s s s 75 eeem
lrhereatter s g (1488)" $ s '$ ‘3 - s (1488
] -~ g 7 e g = ‘ o]
Total i 8 $  (B4.848) % [ - S (38BA483) $ 908302 . % 384971

~ NOTE L - RISK MANAGEMENT

The City of Jacksonville is exposed to various risks of loss related to torts, theft, errors

- and omissions, job-related ilinesses and injuries, and natural disasters. Risk
management is the process of managing the City’s activities to minimize the adverse '
effects of certain types of losses and to obtain finances to provide for or restore the
economic damages of those losses. The City maintains insurance coverage with the
Alabama Municipal Insurance Corporation. The Clty believes'the coverage is adequate
to preclude any significant risk exposure. '

: NOTE-M — COMMITMENTS AND C_ONTINGE'NCIES

The Cities of Jacksonville and Piedmont are joint participants in an inert landfill located
“about halfway between the two cities. The City of Jacksonville maintains the bank
account and sends out invoices fo the customers and covers all payroll and liabilities. At
the end of each fiscal year the City receives 10% of the yearly landfill receipts for
administering the landfill fund. The net amount is accrued in an account for one half of
the profit payable o the City of Piedmont. Once the landfill is closed, Piedmont will
receive their portion of the income for the landfill. If any losses are in excess of the total
income in the accrued account Piedmont is requwed to pay at that point in time for their .
portion of the Ioss , :
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CITY OF JACKSONVILLE
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2016

NOTE M.- COMM[TMENTS AND CON'TINGENCIES - continued

The City is a defendant in various Iltlgatlons of Wthh legal counse! and City _
management is of the opinion that none will have a material adverse effect on the
financial statements of the City. These actions include both asserted and unasseried
claims. The City’s legal counsel has advised that damages on any asserted claims,
should an unfavorable judgment be reached, will be within the limits of the City's.
insurance coverage and therefore shoulid not impact upon municipal assets. The City's
maximum liability is estimated to be the $5,000 insurance deductible for claims. No
accrual has been included in these financial statements for this matter.

NOTE N - CLOSURE AND POST -CLOSURE COST

‘State and federal laws and regulations require the City to place a final cover on its.
landfill sites when it stops accepting waste and to perform certain maintenance and
monitoring functions at the sites for thirty years after closure. The Cities of Jacksonville
and Piedmont and Calhoun County were joint participants in a sanitary landfill. The
landfill has been closed since 1992. The City maintains and monitors the site and
charges Calhoun County and City of Piedmont for one-third of the costs and 5% above -

expenses for malntalnmg the site. The C|ty is paid annually for the costs of maintaining
the site.

NOTE O — POSTEMPLOYMENT HEALTH IN_SURANCE PLAN

The Early Retirement Incentive Program provides continuing participation in the City of
Jacksonville’s Health Insurance Plan through the LGHIP division of the SEIB with single
or family coverage to eligible retirees and their families. This benefit is for a termi of five.
years with an expected ending date of January 1, 2020. The required contnbutlons by
the retiree and the City are based on-pay-as-you-go financing requirements
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- CITY OF JACKSONVILLE

SCHEDULE OF REVENUES AND EXPENDITURES -
GENERAL FUND BUDGET AND ACTUAL
_ FOR THE YEAR ENDED SEPTEMBER 30, 2016

REVENUES
‘Taxes .
Licenses and permits
~ Fines and forfeitures
Charges for services
* Grants and contributions
Interest ’
‘Miscellaneous revenues
Total Revenues

EXPENDITURES

 General government

Public safety -

Public works

- Health and social services
Culture and recreation
Other boards and agencnes
Education :
Capital expendltures

Total Expenditures

Excess of Revenues Over (Under)
Expenditures

Favorable

Other Financing Sources _(Useé):

'O’perating transfers in
Opera’ung transfers out

Total Other Financing Sources (Uses)

Excess Revenues and Other Sources Over

(Under) Expendltures and Other

5 : _ : (Unfavorable)
Budget Actual _ Variance
$ 0020882 $ 9192492 $ 171810
1,320,900 1,390,144 69,244
535,230 423,982 (111,248)
1,638,400 1,765,300 126,900
197,500 317,739 120,239
10,210 12,230 2,020
58,000 70,380 - 12,380
12,781,122 13,172,267 391,145
2,569,395 2,426,980 142,415
4,520,479 4,282,596 237,883
1,792,585 1,726,316 66,269
345,857 239,256 106,601
2,051,151 1,810,555 240,596
| - 93,573 (93,573)
430,215 480,749 - (50,534)
- _646,580 (646,580)
11,700,682 _ 11.706,605 3.077
©1.071,440 1,465,662 394,220
- 50,000 50,000 .
(1,377,000) _ (1.368,398) 8,602
(1,377.000) _ (1,318,398) 58,602 -
Uses § _(305560) § 147.264 § 452824
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CITY OF JACKSONVILLE
SCHEDULE OF CHANGES IN NET PENSION LIABILITY

LAST 10 FISCAL YEARS ENDING SEPTEMBER 30
FOR THE YEAR ENDED SEPTEMBER 30, 2016 -

Total Pension Liability

Service Cost -

interest : -

Changes of benefit, terms
" Differences between‘expected and actual
“experience _
 Changes of assumptlon :

Benefit payments, including refunds of
employee contributions -

Net change in total pension Ilabxllty
“Total pension liability-beginning

Total pension liability-ending (a)

Plan fiduciary net pbsitiqn
Contributions-employer -
Contributions-member.

. Net invesiment income

Benefit payments, including refunds of |

employee contributions ‘

Transfers among employees :

. Net change in plan fiduciary net posmon
‘Plan net position-beginning

- Plan net posmon-endmg (b)

Net pensnon liability (asset)-endmg (a) - (b)

. Plan fiduciary net posmon asa percentage
of the total pension hability

Covered-e'rnployee payroll

Net pension liability {(asset) as a percentage
of covered-employee payroll

| 2015 2014

'$ . 521156 § 508,042
1708300 1,637,422

(183,524) -
(1,456588)  (1,062,388)

" 589,344 1,083,076
22.082,040 20,998,964

S 22671.384 $ 22,082,040

s 517,552 $ 540,617

333,015 325,868

197,690 1,842,848

(1 456,588)  (1,062,388)
©929)  (155514)

(501,060) 1,491,431

17,026,022 15,534,591

$ 16524762 § 17,026,022

$ 6146622 $ 5056,018
72.89% 77.10%
$ 5956414 $ 6036291

1.03
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. CITY OF JACKSONVILLE
.SCHEDULE OF EMPLOYER CONTRIBUTIONS
. - LAST 10 FISCAL YEARS
FOR THE YEAR ENDED SEPTEMBER 30, 2616

2016 - 2018

Actuarially determined contributions $ A4BG8828 § 446,546
Contributions in relation to the actuarially o

. determined contributions - 468 828 . - 446,546
Contribution deficiency (excess) o $ - -
Covered—em'pioyee payrofl -~ 5 5,956,414 % 5,038,291

Contributions as a percentage of coverad 7.87% 7.40%
empioyee payroEI : : '

NOTES TO SCHEDULE

* Actuarially determined contribution rates are calculated as of Sebtember 30, three years prior {o
the end of the fiscal year in which confributions are reported.
Contributions for fiscal year 2016 were based on the September 30, 2013 actuarial valuatlon

Methods and assump’nons uséed ot determlne confribution rates:

Actuarial cost method o . Entry Age )
Amoriization method . Level percent closed
Remaining amortization period . 27 years
 Asset valuation method - | Five year smoothed market
Inflation . 3.00%
Salary increases : 3.75.- 7.25%, including inflation
- Investment rate of return ' 8.00%, net of pension plan investment expense, including inflation
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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

Honorable Mayor and City Council
City of Jacksonville, Aiabama

We have audlted in accordance W|th the auditing standards general!y accepted inthe -
United States of America and the standards applicable to financial audits contained in
Government Auditing Standards issued by the Comptrolier General of the United States,
the financial statements of governmental activities, each major fund, and the aggregate
remaining fund information of the City of Jacksonville, Alabama as of and for the year
ended September 30, 2016, and the related notes to the financial statements, which
collectively comprise of the City of Jacksonville, Alabama’s basic financial statements,
and have issued our report thereon dated January 20, 2017.

_ Internal Control Over Financial Reportmg

In- ptannlng and perfcrmlng our audit, we considered the City of Jacksonville, Alabama S .
internal control over financial reportlng (internal.control) to determine the audit o
procedures that are appropriate in the circumstances for the purpose of expressing our -
opinions on the financial staternents, but not for the purpose of expressing an opinion .
- on the effectiveness of the City of Jackscnwlle Alabama’s internal control. Accordingly,

‘we do not express an opinion on the effectlveness of the City of Jacksonville, Alabama’s
internal control

A deficiency in internal control exists when the design or operation of a control does not
aliow management or employees, in the normal course of performing their assigned
functions, fo prevent, or detect and correct misstatements on a timely basis. A material -
We'aknes_s is a deficiency, or @ combination of deficiencies, in internal control, such that
~there is a reasonable possibility that a maierial misstatement of the entity’s financial
statements will not be prevented, or detected and corrected on a timely basis. A
significant deficiency is a deficiency, or a combination of deficiencies, in internal control
that is less severe than a material weakness yet important enough to merit attention by
those charged with governance o
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' 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 —~ Continued

Our consideration of internal control was for the limited purpose described in the first
- paragraph of this section and was not designed to identify all deficiencies in internal
control that might be material weaknesses or, significant deficiencies. Given these
limitations, during our audit we did not identify any deficiencies in internal control that
we consider to be material weaknesses. However, matena[ weaknesses may exist that

"' have not been identified.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the City of Jacksonville,
Alabama’s financial statements are free from 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 matiers that are required to be reporied under Govemment
: Audrtmg Standards

- Purpo'se of this Report

The purpose of this report is solely to describe the scope of our testing of internal .
“control and compliance and the results of that testing, and not to provide an opinion on
- the effectiveness of the entity’s internal control or on compliance. This report is an
integral part of an audit performed in accordance with Government Auditing Standards
in cons;denng the entity’s internal control and compliance. Accordingly, thrs
oommunrcatlon is not suitable for any other purpose.

We noted certain matters that we reported to management of City of Jacksonville,
Alabama in a separate letter dated January 20, 2017.

Eogar and Assovieted, LLC

1 Anniston, A!abama'
January 20, 2017
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Cash -

CITY OF JACKSONVILLE
.COMBINING BALANCE SHEETS -

NONMAJOR.GOVERNMENTAL FUNDS (BY FUND TYPES)

ASSETS

Receivables, net

Other assets

Due from other funds -

Due from other govern_merrits

Notes receivable
Total Assets

Agccounts payable and accrued fiabilifies

LIABILITIES

. 'Due to other funds
- Due to other governments

Other liabilifies

Deferred revenue
Total Liabilities

'FUND BALANCES

Nonspendable
- Restricted

Special revenue funds

Unassigned

Special revenue funds
Total Fund Balances

Total Liabilities and Fund Balances

SEPTEMBER 30, 2016

Special

" Debt

Total Other

- Revenue Service Governmental
Funds -‘Fund " Funds
$ 656,971 § 114930 $ 771,901
14,262 - 14,262
- 35,090 35,000 .
10 -' 10
11,763 - 11,763
44,833 - 44833
$ 727839 § 150020 = §_ 877.859
$ 823§ - 0§ 823
175,162 _ 175,162
16,828 - 16,828
o - 234,059 234,059
44833 - 44833
. 237,646 234,059 471,705 . .
: - (84,039) (84,039)
506,275 - 506,275
(16.082) . - (16,082)
490,193 (84.039) 406,154
$ 727830 § 150020 § 877.859
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CITY OF JACKSONVILLE _
COMBINING SCHEDULE OF REVENUES, EXPENDITURES
_ AND CHANGES IN FUND BALANCE
NONMAJOR GOVERNMENTAL FUNDS (BY FUND TYPES)
FOR THE YEAR ENDED SEPTEMBER 30, 2016

Special Debt Total Other
Revenue Service = Governmental
. Funds Fund : Funds .
Revenues . ' _
Charges for services: : $ 120182 % - 8§ 120,182
Operating grants and contribufions . - ' - -
Capital grants and contributions © 56,508 A - 56,506
Interest revenues : : - o - -
Taxrevenues - : S 84012 - 84,012
~ Miscellaneous B - ' - -
Total Revenues . o 260,700 - 260,700
Expenditures ‘ : _ : : o
. General o : 351,270 - 351,270
Public safety . S S -
Public works ' o S - Lo : -
Capital outiay ' _ - - -
Debt service . S o - 1.310.509 1.310,509 -
Total Expenditures ' 351.270 1,310,508 _1.661.779
Excess Expenditures over Revenues (90,570)  {1,310,509) {(1,401,079)
Other Financing Sources (Uses) »
Transfersin =~ . 52,500 . 1,315,898 1',368,398 :
‘Proceeds from long term debt N - : Co-
Transfers out : _ .(50,000) (2.978) - (52.875)
Total Other Financing Sources (Uses) 2.500. 1.312.923 _ 1315423
Excess {deficiency) of revenues over o (88,070) - 2414 (85,6586)
expenditures and other financing sources - :
Fund Balance, Beginning _ _578.263 (86.453) 491,810 -
Fund Balance, Ending '$ 490193 § - (84.039) § 406154 ‘
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~ CITY OF JACKSONVILLE _
COMBINING BALANCE SHEET -
' DEBT SERVICE FUND N
FOR THE YEAR ENDED SEPTEMBER 30, 2016

Debt
. Service
o Fund
A ,  ASSETS ‘ '
Cash - . ' I § 114,830
Bond issuance discount - _ ' S C 24,218
Prepaid Insurance ' . 10,872
Total Assets : R _ . $ 150,020
LIABILITIES AND FUND BALANCES
Bond Premium . R 234,059
Total Liabilities : | - 234,059
Fund balénce~reserved ' A - $ (84039
Total Fund Balances . (84.039)
Total Liabilities and Fund Balances - .8 150,020
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CITY OF JACKSONV]LLE '
comamme SCHEDULE OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCE -,
o DEBT SERVICE FUND
" FOR THE YEAR ENDED SEPTEMBER 30, 2016 -

~.Revenues
Charges for services - :
- Operating grants and contnbutlons
Interest revenues
Tax revenues
Miscellaneous
Total Revenues

Expenditures
General
Public safety
Public works
Capital outiay
Debt service
‘Total Expenditures

Excess Revenues over Expenditures -

Other Financing Sources (Uses)
Transfersin - _ '
'Proceeds from fong term debt
Transfers out

Total Other Financing Sources (Uses)

Excess (deficiency) of revenues over
expenditures and other financing sources

Fund Balénce, Beginning.

Fund Balance, E'nding'

49

Debt
Service .
Fund

1,310,509

1,310,509

(1,310,509)

1,315,898

_ (2.975)

1,312,923

2,414

' (86.453)

$  (84039)




CITY OF JACKSONVILLE
SCH EDULE OF NET ASSETS - JACKSONVILLE WATER WORKS
GAS & SEWER BOARD - COMPONENT UNIT '
' SEPTEMBER 30, 2016

2016

Total Assets

50

- ASSETS
Current Assets - o i _ .
Cash and cash equivalents - $ 3,999,790
Accounts recewable (Net of $2,378 aliowance for ' 474,854
doubftful accounts) : -
Unbilled revenue 213,780
Accrued interest 400
Prepaid expenses 72,160
Inventory - natural gas 169,575
Inventory - supplies 137,929
Total Current Assets 5,058,488
Restricted Assets 13,370,501
Total Restricted Assets - 13,370,501
Utility Plant and Equipment o
~Landandwells ' 71,424
Buildings and parking lot 696,070
Office equipment - 350,145
Plants and systems 21,721,585
- Tools and equipment - 629815
Vehicies ' 1,015,286
Construction in progress 501,163
Total Utility Plant in Service | 24,985 588
Less: accumulated depreciation (14.876.591)
Utility P!ant and Equ;pment Net _ 10,108,997 -
- QOther Assets, Ne.t -
Bond issuance cost and discount 25025
~ Total Other Assets - 25,025
Deferred Quitflow of resources -
Deferred loss on bond refunding ~ 243 005

$. 28.806.016



ClTY OF JACKSONVILLE -
SCHEDULE OF NET ASSETS - JACKSONVILLE WATER WORKS
GAS & SEWER BOARD - COMPONENT UNIT (Contmued)
SEPTEMBER 30, 2016 '

2016
LlABILITI ES AND NET ASSETS -
Current Liabilities _ _
Accounts payabie and accrued expenses- - : $ 200,927
Due fo other governments : - _ - 96,579
Current portion of long-term debt | . 780.000
- Total Current Liabilities o R . 1077506 -
Liabilities of Restricted Funds A o
-Customer meter deposits o S : 326,526
Total Liabilities of Restricted Funds - ~ 326,526
Long-Term Liabilities . | . o -
Accrued annual leave . _ . L - 44174
- Revenue bonds payable , L ‘ 18,805,000
Less: current portion of long-term debt ' L . (780,000)
. Less: discount on bonds payable . : - (16,879)
Total Long-Term Liabilities o ' - 18,053,295
Net Assets ‘ : o
Invested in capital assets, net of related debt - _ 6,180,588
Restricted net assets ‘ : : o - 10,217,076 -
. Unrestricted net assets . S : (7.048.975)
Total Net Assets ‘ . o ' 9,348 689
Total Liabilities and Net Assets o | $ 28806.016

)




CITY OF JACKSONVILLE
SCHEDULE OF REVENUES, EXPENSES AND

CHANGES IN FUND NET ASSETS - JACKSONVILLE WATER WORKS,

GAS & SEWER BOARD - COMPONENT UNIT
- FOR THE __YEA_R ENDED SEPTEMBER 30, 2016

Operating Revenues
Water revenues
(Gas revenues
Sewer revenues
Instaliations
Grant proceeds
Miscellaneous income

- Total Operating Revenues

~ Operating Expenses

Water depariment expenses
Sewer depariment expenses
Cost of natural gas sold

Gas department expenses and purchases -

General and administrative expenses
- Depreciation and amortization
Total Operating Expenses -

Net Operating lncome‘
Non Operating Income and Expense

Interest income
- Interest expense

Total Non Operating Income and Expense

Change in Nét Assets |

~ Net Assats, Béginning_

. Net Assets, Ending

52

2016

1,491,140
1,771,608

1,476,126
32,756

84034

4,855,864

806,932

- 760,140

518,893
212,680
1,055,457
822 571

4176673

679,191

42,353
(442.090)

{399.r37)

279454

9.089.235

9,348,689




| CITY OF JACKSONVILLE

SCHEDULE OF CASH FLOWS - JACKSONVILLE WATER WORKS

GAS & SEWER BOARD - COMPONENT UNIT
FOR THE YEAR ENDED SEPTEMBER 30,2016 -

Cash Flows from Operating Activities:
Cash received from customers
‘Cash paid to suppliers
Cash paid to employees
Net Cash Prowded by Operatmg Activities.

Cash Fiows from Noncapital Financing Act:wtles
Cash received from customers for utility deposits
- Ne_t Cash'Provided_by Noncapital Financing Activities

Capital and Related Financing Activities:
 Acquisition and construction of capital assets
" Principal paid on long-term debt
Proceeds from long-term debt
~Deferred Ioss on bond refunding
Interest paid on long- ~term debt
Net Cash Used by Cap[tal and Related Flnancmg AC’[IV]tleS

- Cash Flows from lnvestlng Actmtles
Interest received on investments :
Net Cash Provided by Investing Activities

Net Decrease in Cash and Cash Equivalents
Cash and Cash Equ_ivélents, Beginning
Cash and Cash Equivaients, Endi'ng

Cash and cash equivaients
Restricted assets

Cash and Cash Equivalents, Ending

53

2016

$ 4,704,498
(2,089,313)
{1.161.085)
- 1,454,100

8,074

[ L

8,074

. {493,504)

(8,120,000) - -

18,793,633
- (243,005)
(442.090)
9,493,034

42 353

—_——

42.353

10,997,561

6,372,730

—_ T e

$ 17.370.281

'S 3,999,790

13,370,501

—_— e

$ 17370291




- - CITY OF JACKSONVILLE

SCHEDULE OF CASH FLOWS - JACKSONVILLE WATER WORKS
GAS & SEWER BOARD - COMPONENT UNIT
FOR THE YEAR ENDED SEPTEMBER 30, 2016

(CONTINUED}
: 2016
Reconciliation of Net Operatlng income to Net Cash Prowded
by Operating Activities: _ : ‘
Net operating income _ : : ' ' $ 679,191

Adjustments to Reconcile Net Operating Income to Net

- Cash Provided by Operating Activities;

Bad debt expense : : : _
Depreciation and amortization : 822,571
Inventory adjustment _ . , : -
Overhead depreciation K S I : , R

_Changes in Assets/Liabilities: o o : -
Inventory of supplies ' : ' N o 16,172

Prepaid expenses . | : - (6,323)
Accrued interest receivable _ _ _ ' 13
Customer recelvables : : ' : (42,347)
‘Accounts payable - S Lo | - (25:212)
Due to other governments S ' 17,830
Accrued annual ieave _ . o (7.795)
Net Cash Provided by Operating Activities - S 81454100
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