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INDEPENDENT AUDITORS’ REPORT

To the Honorable Mayor and
Members of the City Council of
The City of Margaret, Alabama

We have audited the accompanying general purpose financial statements of the City of Marparet, Alabama
(the City), as of and for the year ended September 30, 2019, and the related notes to the financial statements
of the governmental activities, business activities, each major fund and the remaining funds information
which collectively comprise the City’s basic financial statements as listed in the table of contents,

Management’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 refevant to the preparation and fair presentation
of financial statements that are free from material misstaiement, whether due to fraud or error.

Auditer’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted
our audit in accordance with auditing standards generally accepted in the United States of America. Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether the
financial staterments are free from material misstatement.

An avdit involves performing procedures to oblain sudit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditor’s judgement, including the assessment
of the risks of material misstaternent of the financial statements, whether due to fraud or error, In making
those risk assessments, the auditor considers internal coniro! relevant to the City’s preparation and fair
presentation of the financial statements in order 1o design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the City’s internal
conirol. Accordingly, we express no such opinion. An audit also includes evaluating the appropristeness of
accounting policies used and the reasonableness of sipnificant accounting estimates made by manageiment,
as well as evaluating the overall preseniation of the financial statements.
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We believe that the audit evidence we have abtained is sufficient and appropriate to provide a basis for our
audit opinion.

Opinion

In our opinion, the financial statements referred to abovce present fairly, in all material respects, the financial
position of the government activities, business activities, each major fund and the remaining fund
information of the City of Margaret, Alabama as of September 30, 2619 and the changes in i{s net position
and cash flows where applicable for the year then ended in accordance with accounting principles generally

accepted in the United States of America.

Report on Required Supplemental Information
Accounting principles generally accepted in the United States of America require that the management’s

discussion and analysis, and the schedule of changes in net pension liability and the schedule of employer
contributions be presented to supplement the basic financial statements. Such information, although not a
part of the basic financial statements, is required by the Governmenta!l Accounting Standards Board, who
considers it to be an essential part of financial reporting for placing the basic financial statements in an
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
State of America, which consisted of inguiries of management about the method of preparing the
information and comparing the information for consistency with management’s responses to our inquirics,
the basic financial stalements, and other knowledge we obtained during our audit of the basic financial
statements, We do nol express an opinien or provide any assurance on the information because the limited
procedures de not provide us with sufficient evidence to express an apinion or provide any assurance.

Birmingham, Alabama
Diecember 6, 2019
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THE CITY OF MARGARET, ALABAMA
MANAGEMENT’S DISCUSSION and ANALYSIS
SEPTEMBER 30, 2019

MANAGEMENT’S DISCUSSION AND ANALYSIS

Our discussion and analysis of the City of Margaret’s financial performance provides an overview of the
City’s financial activities for the fiscal year ended September 30, 2019. Please read it in conjunction with
the City’s financial statements, which begin on page 11.

USING THIS ANNUAL REPORT

This report consists of a series of financial statements. The statements of Net Position and the Statement
of Activities (on pages 11 and 12 ) provide information about the activities of the City as a whole and
present a longer-term view of the City’s finances. Fund financial statements start on page 13. These
statements tell how the City was financed in the short term as well as what remains for future spending. Fund
financial statements also report the City’s operations in more detail than the povernment-wide statements
by providing information about the City’s most significant funds.

REPORTING THE CITY AS A WHOLE

One of the most important questions asked about the City’s finances is, “Is the City as a whaole better off'or
worse off asaresult of this year's activities?” The Statement of Net Position and the Statement of Activitics
report information about the City as a whole and about its activities in a way that helps answer this question.
These statements include all assets and labilities using the ecerual basis of accouniing, which is similar 1o
the accounting used by most privale-sector companies. All of the current yvear's revenues and expenses are
taken into account regardless of when cash is received or paid.

These two statements report the City’s net position and change in . You can think of the City’s Net
Position (the differences between assets and Habilities) as one way (o measure the City’s financial health,
or financiol position. Overtime, increases or decreases inthe City’s net position is one indicator of whether
its financial health is improving or deteriorating. You will also need to censider non-financial factors in
order to assess the overall health of the City.

The Statement of Net Position and the Statement of Activities separate the City’s governmental activities
and 15 business type activities.

. Governmental activities - The City's basic services are reported here, including the police, fire, public
works, parks departments, and general adminisiration. Sales taxes, business Hicenses, and other taxes
finance most of these activities,

. Husiness type activities - The City of
caption. These financial siaternen
stalement of revenues, exXpenses anc

Aargarei operates p water system which s fapz}‘lizﬂ under this
. olsl,

I
is began on page 17 and consist of the statement of net position,
changes in net posttion and the statement of cash flows.

E,MUE



THE CITY OF MARGARET, ALABAMA
MANAGEMENT’S DISCUSSION and ANALYSIS
SEPTEMBER 30, 2019

REPORTING THE CITY’S MOST SIGNIFICANT FUNDS

The fund financial statements begin on page 13 and provide detailed information about the most significant
funds, not the City as a whole. Some funds are required to be established by State law and by bond
covenants. However, the City Council establishes other funds to help it contro! and manage money for
particular purposes or to show that it is meeting legal responsibilities for using certain taxes, grants, and
other meney. The City’s governmenta! funds use the following accounting approach.

v The City’s basic services are reported in governmental funds, which focus on how money flows into
and out of those funds and the halances left at year-end that are available for spending. These funds
are reported using an accounting methed called modified acerual accounting, which measures cash
and all other financial assets thaf can readily be converted to cash. The governmental fund statements
provide a detailed short-term view of the City’s general governmental operations and the basic
services it provides. Governmental fund information helps you determine whether there are more or
fewer financial resources that can be spent in the near future {o finance the City's programs. We
describe the relationship (or differences) between povermmental activities (reported in the Statement
of Net Position and the Statement of Activities) and povernmental funds in a reconciliation on pages
14 and 6.

THE CiTY AS A WHOLE

The following schedules present a comparison of current and prior year statements of net position for
government and business type activities,



THE CITY OF MARGARET, ALABAMA
MANAGEMENT’S DISCUSSION and ANALYSIS
SEPTEMBER 30, 2019

Governmmeniaf Tvpe Activities

2019 2013 Inerease/
Amount Amuount {(Decreasc)
Current asscts $ 1,563,550 $ 1,877,143 3 (313,593)
Capital ussets 14418294 13,807,829 610,469
Total assels 15,981,848 15,684,972 206,876
Deferred outflows of resources 161,415 180,359 {18,944}
Total assets and deferred outflows of resources § 16,143,263 % 15,865,331 5 277,932
Current finhilitics $ 135,265 i) 136,221 B (956)
Mog-current Habilities 1.997.474 3,292 060 (294,586}
Total liabilities 2,132,739 2,428,281 {295,542)
Deferred inflows of resources 231,592 21,276 210,316
Net position
invested in capital assets 12,263,531 P1,618,829 674,702
Restricted 414,143 1,009,245 {595,102}
Unrestricted 1,071,258 787,700 253,558
13,778,932 13,415,774 363,158
Total lisbilitics, deferred inflows of resources and net
pasition 3 16,143,263 % 15,865,331 $ 277,932
Business Tyne Activities
2619 2018 Incresse/
Amount Amouni {Decrease)
Current assets % 379,605 b 543459 § 34,140
Capital nssets 1,558,428 1,500,625 57,803
Total nssets 2,138,033 2,046,084 91,949
Deferred outflows of resources 67148 79.850 (12,7023
Total assets and deferred cutflows of resotrces & 2,205,181 ¥ 2,125934 % 79,247
Current habiiities b 173,911 i 175,847 % {1,935
Non-curreqt Habilitics 342,609 634,170 (111,361
Total Habilities 716,520 830,017 {113,497}
Deferred inflows of resources 95,704 9.537 86,169
Met position
MNet investment in capital assets 1,022,928 938,673 83,303
Restricted 28,043 - 28,043
LUinresiricied 341 984 346,755 (4.771
1,382,955 1286380 106,575
Total Hobilities, deferred inflows of resources and net
sosition 5 2205181 S 2135934 £ 79,247

Current assets increased because the City’s revenues exceeded expenditures for the current year, The public
works depariment also operated with a surplus and reinvested current operations into the water plant and

R S . .
oiner nssets,

§
Ly
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THE CITY OF MARGARET, ALABAMA
MANAGEMENT'S DISCUSSION and ANALYSIS
SEPTEMBER 30, 2019

STATEMENT OF ACTIVITIES

To aid in the understanding of the Statement of Activities some additional explanation is given. Of
particular interest is the format that is significantly different than a typical Statement of Revenues, Expenses,
and Changes in net position. You will notice that povernmental expenses are listed in the first column with
revenues from that particular department reported to the right. The result is a Net (Expense)/Revenue for
each depariment. The reason for this kind of format is to highlight the relative financial burden of each of
the functions cn the City’s taxpayers. It also identifies how much each function draws from the general
revenues or if it is self-financing through fees and grants. Business activities are adjusted on one line as
income or (loss). Details of business type revenues and expenses can be found starting on page 17. Some
of the individual line item revenues reported for each function are:

Police Corrections fees and fines.
Fire Daonations
Park and Recreation Donations

All other povernmental revenues are reported as general. It is important to note that ali taxes are classified
as peneral revenue even if restricted for a specific purpose.



THE CITY OF MARGARET, ALABAMA
MANAGEMENT’S DISCUSSION and ANALYSIS
SEPTEMBER 30, 2019

THE CITY'S REVENUES

The following schedule presents a comparative summary of povemment-wide revenues and expenditures
for the years ended September 30, 2019 and 2018.

2019 2018 Increase/
Amouni Amount Diecrease
Revenues
Frogram revenues 3 [41,842 £ 109,082 b 32,760
Taxes and license 837,286 806,477 (69,101}
Investment earnings 15,410 8,386 7.024
Other 273.874 134,160 139.684
1,268,412 1,158,135 110,277
Expendiiures
Administrative 425,748 385,885 38,303
Police 352,339 125,486 26,853
Fire 224 577 174,249 50,328
Public works 25,286 58,131 {28,843)
Interest 74,595 122,941 (48.346)
Translers - net {200.800) {105,667 {95.133)
G(35,2435 961,025 {55,780
Change in net position ¥ 363,167 3 197,110 3 166,037
BUSINESS ACTIVITIES 2619 2018 Increase/
Amount Amount Decrease
Rovenues
Charges for services $ 887,626 5 821,937 63,689
BE7.626 821,937 65.689
Operaiing expenses
Cost of water and garbage service 118,354 101,823 16,531
Salaries 153,398 131,566 21,832
Depreciation 79.829 73,632 6,187
Insurance 49,901 44,303 5,600
Uitilites 16,913 26,146 (0.233)
Repairs 43,189 22,638 20,551
Cther operating expenses 121,390 106,297 14,093
582.876 306,405 76471
Operaiing income 304,750 315,533 (10,7873
Mon-ppersting income (expenses) (215,175} (244 g44y 28,768
Contributions in ald of construction 17,000 - ERLL
Change in net position 3 (06,575 3 70,588 & 35,987




THE CITY OF MARGARET, ALABAMA
MANAGEMENT’S DISCUSSION and ANALYSIS
SEPTEMBER 30, 2019

The following schedule presents a summary of governmental fund revenues and expenditures for the year
ending Septernber 30, 2019 and 2018.

2019 Z418 Increase/
Revenues Amount Amount Decrense
Govermnental Revenues
Taxes $638,342 £510,393 $ 127,949
[icenses and permits 247 444 224 1506 23388
Intergovernmental 60,226 49,787 10,439
Fines and forieiiures 133,004 75,267 57,829
Investment income 15,404 - 15,404
Other 35,174 37,903 {2,729)
Loan proceeds - 3.371.764 (2.371.764)
Total povernmental revenues 1,129,686 3.,269270 (2,139,584}
Expenditures
Governmenta! Expenditures
General zovernment 245 822 20,618 25,204
Pubtic safety 477,138 345335 131,803
Streets, sanitation and parks 16,408 27.013 {1G,605)
Debt service and capital outlays 971,769 1,636,820 {665,051
Transfers - net {223.687 (1289813 (94,7063
Tuotal povernmental expenditures FART7, 450 2,100,805 (613,355}
Excess reventes $(357,764) $1,168465 % 1,526,229




THE CITY OF MARGARET, ALABAMA
MANAGEMENT’S DISCUSSION and ANALYSIS
SEFTEMBER 30, 2019

CAPITAL ASSET AND DEBT ADMINISTRATION

Capital Assets

Asof September 30, 2019, the City had $20,507,050 invested in a broad range of governmental and business
type capital assets, including police and fire equipment, buildings, park facilities, roads, drainape systems,
water system, and land. (See Table Below). This amount represents a net increase (including additions and
deductions) of $894,217 from 2018,

Government Activities Business Activities

1819 2018 2019 2018
Land 3 406,007 3 406,007 3 - 3 -
Construction in progress 668,168 - - -
Buildings 383,657 383,657 1,878 1,878
Automotive 506,016 376,511 101,477 92,807
Equipment and furniture 531,300 331,300 74,230 58,008
Roads and drainage system 15,051,695 15,051,695 - -
Water piant 27836212 2,710,790

5 17,546,843 5 16,749,179 § 2,960.207 $ 2,863,663

Total investment for 2019 5 20,507,050




THE CITY OF MARGARET, ALABAMA
MANAGEMENT’S DISCUSSION and ANALYSIS
SEPTEMBER 390, 2019

Debt

As of September 30, 2019, the City had $2,089,500 in outstanding bonds and notes payable versus $2,189,000
last year, a decrease of $99,500. As of September 30, 2019, the waler department had $535,500 in
gutstanding bonds and notes payable versus $561,000 last year, a decrease of $25,500,

ECONOMIC FACTORS AND NEXT YEAR'S RATES

The City’s elected and appointed officials consider many factors concerning the City of Marparet’s [inances,
including building permits, tax rates and fees. One of these factors is the economy. A major increase in
sales tax and property taxes are expected to lead this increase,

If these estimates are realized, the City budgetary General Fund kalance is expected to increase modestly
by the end of fiscal year 2020.

CONTACTING THE CITY’S FINANCIAL MANAGEMENT

This financial report is designed to provide our citizens, taxpayers, customers, and investors and creditors
with a gencral overview of the City’s finances and to show the City’s accountability for the money it
receives. [f you have any questions about this report or need additional information, contact:

Tela Mcintyre, City Clerk/Treasurer
City of Margaret

B. O, Box 309

125 School Street

Margaret, AL 35112

{2005) 6255742

- 10 -



THE CITY OF MARGARET, ALABAMA
STATEMENT OF NET POSITION

SEPTEMBER 38, 2619
Primary Government
Gevernmenisl Business
Activities Activities Total
Assels
Current Asseis:
Cash and cash equivalents 5 1,018,892 § 333418 % 1,352,310
Receivables {net) 115,993 B8.066 204,959
Inventories . 21,413 21,413
Prepaid expenses 8.4562 g.437 16,899
1,143,347 452234 1,595,581
Restricted Assets:
Cash and cash equivalenis 420,203 112,797 533,800
Total current assets 1,563,550 365,031 2,128,58]
Capitat and Other Assels:
Non-depreciable 1,974,176 - 1,074,176
Depreciable 13,308 855 1,558,428 14,867,283
Net pension asset 35,267 14,574 49,841
Total capital assets and ofher assets i4.418.298 1.573.002 15,991,300
Total assets P3,981,648 2,138,033 18,119,881
Beferred outflows of resources 161,415 57,148 228.563

Toist assets and deferred cutflows of resources 3 16,143,263 5 2205181 518,348,444




THE CITY OF MARGARET, ALABAMA
STATEMENT OF ACTIVITIES

SEPTEMBER 34, 2819
Primary Government
Busincss
Gavernmenta) Type
Activitics Activities Total
Liabilities
Current Linbilities:
Accounts payable and accrued expenses 3 25,725 b 33,071 § 58,796
Current Liabilities Payable from Restricted Asseés:
Customer deposits - 112,797 112,797
Current maturities of long term debt 103,480 26,320 130,000
lnterest payable 6,660 1,523 7.583
Total current Habilities 135,265 173,911 309,176
MNon-Current Liabilities:
Bonds payable 2,089,500 535,500 2,625,000
Accrued compensated absences 11,454 8,066 19,520
Other nos-current liabilitics - 25,563 25,563
Less current maturisies {103,480 {26,52(1 {130,000
Total non-current Habilities 1.997.474 342,609 2,540,043
Toal Habifities 2,132,739 714,520 2,849,259
Geferred inflows of resources 231,592 03,706 327,298
Met Position
invested in capital assets 12,293,531 P22.978 13,316,459
Restricied net position 414,143 78,043 442 186
Inrestricted asseis 1.0671,258 141 984 1,413,242
Total net position 13.778.932 1,392,955 15, 171.887
Total abilities, deflerred nflow of resources
and net position 3 16,143,263 I 33035181 18 348 444

an

See Indegendent Accountanis” Beport and notes (o the Dnancizl sintements
E
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Fusiction/Propram Aciivities
Primary Government:
Governmental Activities:
Creneral government
Police and courts
Fire
Farks and reereation
faterest on tonp-term debt

Total governmontal noiivities

Husiness Type Activities:
Water Department
Interest Exprense

‘Fotal business type activitics

Towa! primuey povemnment

Goneral Revenues:
Taxes:
Add valorem Laves
Sndes tax
Oiher taves
i icenses and permits
Investmoend earnings
hMiscellaneows
Peansfirs (net)
Tuotal geoeral revenues
unch transfurs

STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED SEPTEMBER 30, 2419

Propram Hevenues

THE CITY OF MARGARET, ALABAMA

Met (Expense) Revenue and
Changes in Net Pasition

Change is Nut Position from aciivities

Contributions in sid of consiry

Chunges In et position

Net position, bepinning of year

Met positon, end of year

Charges Operating Cupital Business
for Grants and Grants and Government Type
ai
Expenses Services Cuntributions Contributions Activitics Activities Totul

5 425,248 §  3.408 - 5 1,708 5420139 % . 5 {420,139
352,339 135,247 - - (217,092} - (2E7.092;
224,377 - L B (233,091} - {223,491}
29,286 = - - {39 786} - (29,2806}
74,355 . - . {74.595) - (74,595}
LG 045 138,647 1,486 1,749 {964,203} - {934,263}
- - - - - 304,750 304,750
- - - - - (14,375} {14.375)
- - - - - 290373 260,375
51,106,045 5138647 (486 $ 1,709 {964,203} 290,375 {673R2H)
212694 Ji12.65
425,629 - 425,634
F98,945 - FOB.945
247,444 - 247,444
15,410 - P5414
26,475 - 26,428
240 RO (200808 -
1.327.361 {70800 1126361
363,158 R9575 452,745

stlon - 17,060 1080
3563158 106,575 469,733
13413774 .286 380 1702154

13778832 81390955 315 I171HRT

See Independent Accountants’ Report and notes to the fnancial siaternents




THE CITY OF MARGARET, ALABAMA
BALANCE SHEET - GOVERNMENTAL FUNDS

SEPTEMBER 30, 2019
Speeial Tofal
Revenue Governmenial
General Funds Funds
Assets snd Other Debits
Assels:
Cash and cash equivalents $ 1,018,892 5 - % 1,018,892
Receivables
Taxes 113,205 2,788 115,993
Prepaid expenses 8,462 - B.462
Restricted assets:
Cash and cash equivalents 185,733 234 470 420.243
Total assels $ 1,326,292 3 237,258 % 1,563,350
Liabilities and Fund Dalance
Liabilities:
Accounts payable and accrued liabilities § 24101 3 1.624 % 25.735
Total Habilities 24,104 1,624 25,725
Fund Balances:
Non-spendable 5,462 - 8,462
Restricted 185,733 235,634 421,367
Unassigned, undesignated 1,107,995 “ 1,107,596
Total equity and other credits 1,302,191 235634 1,537.825
Total habilities and fund balance % 1,326,292 g 237,258 5 1,563,550

See Independent Accountants’ Report and nofes to the {inancial statements



THE CITY OF MARGARET, ALABAMA

RECONCILIATION OF TOTAL GOVERNMENTAL FUND BALANCE TO THE

STATEMENT OF NET POSITION
SEPTEMBER 30, 2019

Fund Balance - Total Government Funds

Amounts reported for governmental activities in the Statement of
Net Position are different because:

Capital Assets used in Governmental Activities are not current
financial resources and therefore, are not reparted in the
Governmental Funds Balance Sheet

Interest payable on long-term debt does not require current financial resources,
Therefore, interest payable is not reported as a linbility in the Governmental
Funds Ralance Sheet,

Long-Term Liabiiitics are not due and payable in the current period and therefore,
they are not reporied in the Governmental Funds Balance Sheet

Compensated absences payable do not require current financial resources, Therefore,
this liability is not reported in the povernmentat funds balance sheet. Compensated
absences reporied in the government wide statement of position are

Met pension find Hability is not realizable in the current period and therefore this
Hability is not reported in the governmenial funds balance sheet

Net deferred inflows of resources and deferred outflows of resources related o the
pension plan do not require current financial resources and therefore are not reporied
in the governmental funds balunce sheet

Wet Position of Governmental Activitics

-4

5 1,537,825

14,383,022

(6.060)

(2,089,500)

(70,168}

§ 13, 778637

P o < em¥ TP - P - P PR o NSNS SRS .
ependent Accountanis’ Report and notes 1o the financial statemenis



THE CITY OF MARGARET, ALABAMA

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES

GOVERNMENTAL FUNDS
FOR THE YEAR ENDED SEPTEMBER 30, 2019

Special Total
Revenue Governmenial
General Funds Funds
Revenues:
Taxes $ 638,342 % 31.937 5 670,279
Licenses and permits 247,444 - 247,444
Intergovernmenial 60,226 106,782 167,008
Fines and forfeitures 133,006 - 133,096
interest 15,404 & 15,410
Other 35.174 - 35.174
Total revenues 1,129,686 138,725 1,268,411
Expenditures:
Current operations:
General povernment 245,822 10,925 256,747
Public safety 477,138 55,807 532,945
Streets, sanitation and parks 16,408 - 16.408
Total current operations 735,368 66,732 806,100
Capital outlays 707,674 - 797,674
Debt service:
Principal G9,560 - 99,500
Interest und fiscal charges 74,595 “ 74,595
Total expenditures 1,701,137 66,732 1,777,869
fxcess (deficiency) of revenues
over {under) expenditures {581.451) 71,993 {309.458)
DHher Finoneing Sourees:
Operating transfers in 484,604 40,266 534,270
Operating transfers ot {270,317} £63,153) {333,470
Total other financing sources 323,687 {22,887 200,800
Excess (deficiency) of revenues
and other financing sources
over (under) expenditvres and
other financing uses {357,764 46,1048 (308,638}
Fund bialances, beginning 1,039,953 186528 1,846,483
Fund balances, ending L1302 10 L 735634 b 1,537 825

See Independent Accounianis’ Report and nofes lo the hnancial slatements




THE CITY OF MARGARET, ALABAMA

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, 2019

Met change in fund balances - (otal povernmental funds

Amounts reported for governmental activities in the statement of
activitics are different becouse:

Governmental funds report capital outlay as expenditures. However, in the povernment-
wide statement of activities and changes in net assels, the cost of these assets are

allocated over their estimated useful Hves as deprecintion expense. This is the amount
of capital assets recorded in the current period.

The issuance of long-term debt provides current financial resources to
governmental funds, while the repayment of the principal of long-term
debt conswmes the carrent financial resources of governmental funds.
This amount is the amount of payments on long-term debt in the current year

Accrued compensated absences is recorded in the povernment-wide statement of
activities and changes in net position, but it does not require the use of current

fancial resources. Therefore, accrued compensated absences are not recorded as an
expenditure in governmental funds. This is the change in the current year,

Depreciation expense on capital assets is reported in the government-wide
statement of activities and changes in net position, but they do not reguire
the use of current financial resources, Therefore, deprecation expense
is not reporied as an expenditure in governmental finds,

Pension expense is recorded in the government-wide staiement of activitics on the
acerual basis and on the modified acerual basis for povernmental funds statements
This is the difference in pension expense recognized on the sccrual basis

hange in net position of governmental activities

5 (308,658

797,674

99,500

4,567

(222,472)

See Independent Accountanis’ Repori and n wihe §
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THE CITY OF MARGARET, ALABAMA
STATEMENT OF NET POSITION
WATER SYSTEM ENTERPRISE FUND
SEPTEMBER 30, 2019

Assets

Current Assets:
Cash and cash equivalents

Receivables
Customer accounts {less allowance for doubtful
accounts of $4,000)
inventories
Prepaid expenses
Teotal current assels
Property, Plant and Equipment:

Capital ussets net of depreciation
Less accamulated depreciation

Restricted Asseis:

Customer deposits
MNet pension asset
Total Assets

Beferred Ouiflows of Resources

Tuial Asseds and Deferred Cutfllows of Rescurces

5 333,418

BE.966
21,413

8.437
453,234

2,964,207

1401779

1,558,428

112,797
14,574
2,138,033

67,148




Liabilities und Net Position

Current Linbilities:
Accounts payable
Total current liabilities (payable from current assets)

Current Liabilities (Payable from Restricied Assetsh:
Meter deposils
Current maturities of lonp-term debt
Accroed interest
Total current liabifities {payable from restricted assets)
Total current liabilities

Mon-Current Lishilities:
Bonds payable
Presmium on bonds issued
Compensated absences
Less current maturities
Total non-current Habilities

Totnf Babilities
Deferred Enflows of Resources

Net Position:
Restricted
et investmenis in capital assets
Unrestricied
Total net position

Total Liabilities, Deferred Inflow of Resources and Net Position

33,071

33,071

112,797
26,520
1.523
140,840
173,011

535,500

25,563

8,066
{26,520}

53609

28.043
1,022,928

141,954
1,392,955

See Independent Accountants” Report end notes io the financial siatements
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THE CITY OF MARGARET, ALABAMA

STATEMENTS OF REVENUES, EXPENSES AND CHANGES IN NET FOSITION

WATER SYSTEM ENTERPRISE FUND
FOR THE YEAR ENDED SEFTEMBER 36, 2019

Y of
Amount Revenue
Operating Revenues
Water sales 5 686,297 77.3
Taps and other charpges 201,329 227
Total operating revenues 887,628 100.0
Operating Expenses
Salaries and wages 153,398 17.3
Cost of water 118,354 i3.3
Depreciation 79,829 9.0
Materials and supplies 55,023 6.2
Insurance 40903 3.6
Repairs and maintenance 43,185 4.9
Testing and professional fees 23,462 2.9
Oifice expense 18,626 12
Liilities 16,913 1.9
Fuei 11,382 1.3
Retirement 7.955 0.9
Teaining 582 4.1
Uniforms 522 0.1
Other expenses 438 0.0
‘Totat operating expenses 382,876 63.7
Operating income 304,750 343
Nonoperating Income (Expenses)
Wiscellaneous 2,756 0.3
Operating transiers {200,800} {22.6}
Interest expense {17,125} (1.5
Total nonoperating income {expenses) (2135,175) (24,7}
Contributions in aid of construction 17.600 1.9
Change in net position 106,575 12.0
MNet position, beginning of year £.286.380
Met position, end of vear § 1392955

See independent Accoontants” Report and notes to the financial statements



THE CITY OF MARGARET, ALABAMA
STATEMENT OF CASH FLOWS
WATER SYSTEM ENTERPRISE FUND
FOR THE YEAR ENDED SEPTEMBER 34, 2019

Cash Flows from Operating Activities:

Cash received from customers T 884,287

Cash paid to suppliers (337,206)

Cash paid to employees (153.398)
Net cash provided by operating activities 394,283

Cash Flows from Non-capital Finaneing Activities:

Cperating transfers (200,800}

Advances from other funds (13.794}
Net cash (used) by non-capital financing activities (214,594)

Cash Flows for Capital and Related Financing Activities:

Acquisition and construction of capital assets {120,632)
Repayment of indebtedness {25,500
interest paid on capital and related financing activities {18,722
Cash received on equipment sale 2.750
Wet cash used by capital and related financing activities (162,104)

Cash Flows {rom Investing Activities:

MNet cash provided by investing activities -
Nef ierease in eash and cush equivalents 17,585
Cash and cash equivalents, beginning of year 428.630
Cash and cash cquivalents, end of yenr F 446,215
Unrestricted cash § 333418
Restricted cash 112,797

feconcilintion of Operating Income to Not Cash Provided by Gperations:

Operating income 304,750
Adjusimenis to reconciie opersting income to net cash provided by operations:
Depreciation 79,828
Changes in operating assets and Habilities:
{Increasc) in accounts receivable (9,583}
{Increase} in inventories and prepayinents 7,896
Inerense in aceounts payable snd scerved expenses 4413
Increase in customer deposits 6,425
increase in pension lisbilities , R53
Met cash provided by operations 3 394283

See Independent Accountants’ Repert and notes to the financial statemenis
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THE CITY OF MARGARET, ALABAMA
NOTES TO THE FINANCIAL STATEMENTS
SEPTEMBER 30, 2819

NOTE 1-SUMMARY OF SICGNIFICANT ACCOUNTING POLICIES

Intrasduction

The financial statements of the City of Margaret, Alabama {the City) are prepared in accordance with
generally accepted accounting principles (GAAP). The City’s reporting entity applies all relevant
Governmental Accounting Standards Board (GASB) proncuncements.

Reporting Entity

The City of Margaret, Alabama (the City) is a municipal corporation governed by an elected Mayor and a
five member City Council. As required by generally accepted accounting principles, these financial
statements present the City and its component units, entities {or which the City is considered to be
financially accountable. The City has ne component units which are required to be included in these

financial statements.

Other Boards. The City Council may appoint the members of other local boards. These boards do naot
passess corporate powers that distinguish them as being legally separate from the City, and are, for {inancial
reporting purposes, considered (o be parts of the City’s primary government.

Basis of Accounting, Measurement Focus and Financial Statement Presentation

The general purpose financial statements include government-wide (based on the city as a whole),
proprietary and fund financial statements. In the government wide-statements, all governmental funds are
combined and reflected on a full accrual, economic resource basis, which incorporates long-term assets and
receivables as well as long-term debt and oblipations. Both government-wide and fund financial statements
provide valuable information that can be analyzed and compared (between years and between
governmentsiio enhance the usefulness of the financial information. In the fund financial statements, major
funds are presented separately and non-major funds combined. A fund is defined as a fiscal and accounting
entity with a self~halancing set of accounts, which are segregated for the purpose of carrying on specific
activities or aitalning certain objectives in accordance with special regulations, restrictions or fimitations.
The City’s funds are grouped inio two broad fund categories and three generic for financial statement
presentation purposes. Governmental funds include the general and special revenue funds. Proprietary
funds only have an enterprise fund.

GOVERNMENT-WIDE FINANCIAL STATEMENTS

The statement of net position and the statement of activities display information about the City as a whole,
These statements distinguish between activities that are governmental and those that are considered
business-type activities, Internal activity between funds is considered immaterial and is not eliminated.

The government-wide [inancial statements are prepared using the economic resources measurement {ocus
and the acerual basis of sccounting. The statement of activities presents a comparison between revenue and
expenses with a nel revenue or expense for each governmental depariment. Each segment of the business-

S penin st amriF i el i e semenraay b o oh g ey s
type activities of the City are presented separately.



THE CITY OF MARGARET, ALABAMA
NOTES TO THE FINANCIAL STATEMENTS - CONTINUED
SEPTEMBER 30, 2019

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued

In the staiement of ectivities direct expenses are those that are specifically associated with a department and
are therefore clearly identifiable to a particular function. Program revenues include charges paid by
recipients for poods or services received and grants and contributions that are restricted to meeting the
operational or capital requirements of a particular department. Revenues whichare not classified as program
revenues arc presented as general revenues.

The comparison of program revenues and expenses identifies the extent to which each program is self-
financing or draws from the general revenues of the City.  Net position is reported in threc parts, net
investment in capital assets; restricted net position and unrestricted net position. Net position is restricted
when constraints placed on the use of net position are either extemally imposed by creditors (such as through
debt covenants), grantors, contributors, or laws or regulations of other governments or imposed by law
through constitutional pravisions or enabling legislation,

FUND FINANCIAL STATEMENTS
Fund financial statements report detailed information about the City. The focus of governmental fund

financial statemenis is on major funds rather than reporting funds by type. Each major fund is presented in
a separate column. Non-major funds are aggregated and presented in a single columnn. All governmental
funds are accounted for using the modified accrual basis of accounting and the current financial resources
measurement focus. Under this approach, revenues are recognized in the accounting period in which they
beceme measurable and available. Expenditures are recognized in the accounting period in which the fund
liability is incurred, if measurable, Becausc of the differences in accounting methods used for entity-wide
financial statements and fund financial statements, each fund fipancial statement is followed by a
reconciliation with a brief explanations to identify the relationship between the entity wide statements and
the governmental funds statement. The City reports the following major funds:

General Fund - The general fund is the peneral operating fund of the City. It is used to
account for all financial resources except those required to be accounted for in another fund.

Special Revenue Funds - Special revenue funds are used to account for the proceeds of
revenue sources that are legally resivicted io expenditures for specified purposes.

Revenue Recognifion

In applying the susceptible to sccrual concept under the modified accrual basis, taxes and investment
earnings are deemed both measurable and available if coliected within the current year or within 60 days
of year-end. Reimbursements due for federally funded projects are scerued as revenue af the time the
expenditures are made. When received inadvance, these revenues are deferred untif expenditures are made.
Otherrevenues, including Heensesand gﬂcrmsiss, certain charges for servicey, and miscelinneous revenues are
recorded asrevenue when received in cash because they are generally not measurable until actually received.

Fnd
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THE CITY OF MARGARET, ALABAMA
NOTES TO THE FINANCIAL STATEMENTS - CONTINUED
SEPTEMBER 34, 2019

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued

Expenditure Recognition

The measurement focus of governmental fund accounting is on decreases in net financial resources
(expenditures) rather than expenses. Most expenditures are measurable and are recorded when the related
fund liability is incurred. However, principal and interest on general long-term debt, which has not matured,
are recopnized when paid. Allocations of costs, such as depreciation and amortization, are not recognized
in the governmental funds because purchases of capital assets are treated as expenditures.

Enterprise Funds

The Governmental Accounting Standards Beard (GASB) is the accepted standard-seiting body for
establishing governmental accounting and financial reporting principles. The City’s water operations are
accounted for as a proprietary fund and uses the accrual basis of accounting. During the year ended
September 30, 2014, the City adopted GASB 62, Cedifications of Accounting and Financial Reporting
Guidance Contained in Pre-November 1989 FASB and AICPA Pronouncenients. GASB 62 incorporates info
the GASB’s authoritative literature certain accounting and financial reporting guidance in FASB
pronouncements when they do net conflict or contradict GASB pronecuncements. Proprietary funds
distinguish operating revenues and expenses from non-operating items. Operating revenues and expenses
result from providing services in connection with the delivery of water to its customers. Operaling expenses
aiso inciudes depreciation on capital assets. All revenues and expenses not meeting this definition are
reported as non-operating revenues and expenses.

Cash and Cash Equivalents
The City’s cash and cash equivalents are considered to be cash on hand, demand deposits and shori-term
invesimenis with original maturities of three months or less from the date of acquisition.

Reecivables

All receivables, are shown net of an allowance for uncollectible aceounts. The allowance for uncollectible
accounts is based on the City’s historical bad debt experience and management’s judgement. Property
values are assessed and taxes are collected by St. Clair County. Property values are assessed annually and
taxes are due and payable on October | of the subsequent fiscal year. Property taxes are an enforcgable Ezeﬁ
on property and are considered delinguent if paid after January |

Inventories
inventories are valued at cost using the first-in/first out (FIFO) method.

Hestricted Assets
Certain resources set aside for general obligation warrant repayment and special revenue funds are classified

as restricted assets on the balance sheet because their use is Hmited by applicable debt covenants,  In
i

addition, the City mainiains g “water warranis” acepunt 1o segregate resources gocurmuinted for debt servies

saymenis over the next twelve months,



THE CITY OF MARGARET, ALABAMA
NOTES TC THE FINANCIAL STATEMENTS - CONTINUED
SEPTEMBER 30, 2019

NOTE ! - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued

Capital Assets and Depreciation

The accounting and reporting treatment applied to the capital assets associated with a fund are determined
by its measurement focus. Fund accounting reports capital outlays as expenditures and does not recognize
capital assets and depreciation. Underthe govermment-wide accrual basis of reporting, general capital assets
are accounted for as lang-lived assets of the City as a whole, When purchased, such assets are capitalized.
Infrastructure such as streets, traffic signals and signs are capitalized. The valuation basis for general capital
assets is historical cost, or where historical cost is not available, estimated historical cost based on
replacement cost. The City capitalizes all capital assets with a value of $1,000 or greater and a life
exceeding one year when acquired. Donated capital assets are capitalized at estimated fair market value on

the date donated.,

Pepreciation of capital assets is computed and recorded by the straight-line method. Estimated useful lives
of the various classes of depreciable capital assets are as foliows:

Buildings 40 years
Improvements and infrastructure 5-100 years
Equipment 5-15 years

Long-Term Obligations
Long-term debt and other Jong-term oblipations are reporied in the governmental activities on the statement

of net position in the government-wide financial statements.

Accumulated Compensated Absences
The liability for compensated absences reported in the government-wide financial statements consists of

accumulated vacation and unpaid, accumulated sick leave balances.

Restricted Funds
1t is the City’s policy (o first apply restricted resources when an expense is incurred for purposes for which
poth restricied and non-restricled assels are available.

Pension Plan

The City of Margaret (the Clty)participates in the Retirement System of Alabama (RSA) and substantially
all of the City’s full time employess are covered. Funding rates are determined each vear actuarially in
accordance with an act of the State Legistature and vary according to funding requirements. Rates for
employees hired prior to January 1, 2013, required 2 payment of 5.83% of covered compensation by the
employer and 5% from emplovees except police officers where the employee contribution rate is 6%. For
employees coming into the plan afler January 1, 2013, The City contributied 2.82% of covered compensation

. 3 o B s +g0x b =l Bl mepmoed P Trem P S e anitsy poyreEetbesia UL
and emplovees contributed 8% except for police officers who contribuie 7%.



THE CITY OF MARGARET, ALABAMA
NOTES TO THE FINANCIAL STATEMENTS - CONTINUED
SEPTEMBER 31, 2019

NOTE | - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued

Deferred Outflows/Inflows of Resources

In addition to assets, the statement of nei position reports a separate section for deferred outflows ef
resources which represents a consumption of net pesition that applies to a future period and so will not be
recognized as an outflow of resources (expense) until then. The City has deferred outflows of resources
resulting from pension plan contributions made after the liability measurement date, for difference between
actual and expected experiences and for changes in actuarial assumptions. The deferred outflows resulting
frorm changes in experience and change of assumptions are recognized over perieds ranging from 5 to 9.1
years. Contributions made after the measurement date will be applied fo next years pension liability.

In addition to lizbilities, the statement of net position reporis a separate section for deferred inflows of
resources which represent an acquisition of net position that applies (o a future period and as such will not
be recognized as an inflow of resources until that time. The City has deferred inflows resuiting from plan
carnings which exceed actuarial projections.

Interfund Receivabies/Payables

During the normal course of operations, the City has numerous transactions between funds to provide
services, construct assets, service debt, etc. These receivables and payables are classified as *“due to/from
other funds”™ if short-term in nature and as “advances to/from other funds™ if they are considered noncurrent.
These amounis have been eliminated on the government-wide financial statement.

Fund Balance

Fund balance classifications are based primarily on the extent to which the City is bound to honor constraints
on the use of the respurces reported in each governmental fund. In the fund financial statements,
governmenial funds report aggrepate amounts for five classifications of fund balances:

Non-spendable Fund Balance — includes amounis that are {a) not in spendable {form, or (b} legally or
contraciually required to be maintained intact. The “not in spendable form” eriterion includes items that are
not expecied o be converted io cash, for example: inventories and prepzid amounts.

resources providers, constitutionally ar through cnabling legislation. Restrictions may effectively be
changed or lified only with the consent of resource providers.

Committed Fund Balunce - includes smounts that can only be used for the specific purposes determined
by a formal action of the City’s highest level of decision-making authority, the City Council of the City of
Margaret, Commitments may be changed or lifted only by the City taking the same formal action that
imposed the constraint originally {for example: resolution and ordinance).

'
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THE CITY OF MARGARET, ALABAMA
NOTES TO THE FINANCIAL STATEMENTS - CONTINUED
SEPTEMBER 30, 2019

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued

Assigned Fund Balanee — includes amounts intended 1o be used by the City for specific purposes that are
neither restricted nor committed. The City Council and Mayor have the authority to assign amounts to be
used for specific purposes. Assigned amounts also include all remaining amounts (except negative amounts)
in governmental funds, other than the Generai Fund, that are not classified as non-spendable, restricted or
commitied.

Unassigned Fund Balance — the residual classification for the General Fund and to report negative fund
balances in the other governmental funds.

Use of Estimates
In preparing these financial statements, management is required to make estimates and assumptions that
affect certain reported amounts and disclosures. Accordingly, actual results could differ from those

estimates.

Adoption Of New Accounting Pronouncements — GASB Prenouncements that have been issued
and were effective for the City’s year ended September 30, 2019

GASB Statement No, 81, Irrevocable Split-Interest Agreements, This Statement provides recognition and
measurement guidance for situations in which a government is a beneficiary of a split-interest agreement.
This Statement is effective for years beginning after December 15, 2016, This statement has no impact on
the [inancial siatements of the City.

GASB Statement No, 85, Omnibuy 2017, The objective of this Statement is (o address practice issues that
have been identifted during implementation and application of certain GASE Statements. This Statement
addresses a variety of topics including issues related to blending component units, goodwill, fair value
measurement and application, and post-employment benefits (pensions and other post-employment benefits
(OPER)) This Statement is effective for years beginning after June 15, 2017, This statement has no impact
on the {inancial statements of the City.

GASB Statement Neo. 86, Certain Debt Extinguishment fssues. The objective of this Statement is o
improve consistency in accounting and financial reporting for in-substance defeasance of debt by providing
guidance for transnctions in which cash and other monetary assets acquired with only existing resources
other than the proceeds of refunding debt are placed in an imrevocable trust for the sole purpose o
extinguishing debt. This Statement also improves accounting and financial reporting for prepaid insurance
on debt that is extinpuished and notes to financial statements for debi that is defeased in substance, This
Statement is effective for years beginning after Jurnie 15,2017, This statemnent has no impact on the financial
statements of the City,



THE CITY OF MARGARET, ALABAMA
NOTES TO THE FINANCIAL STATEMENTS - CONTINUED
SEPTEMBER 30, 2819

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued

Future Adoption of New Accounting Prenouncements — GASB Pronouncements that have been
issued but are not yet effective at September 30, 20619

(GASB Statement No. 83, Certain Asset Retirement Obligations. This Statement addresses accounting and
financial reporting for certain asset retirement obligations (AROs). An AROisalegally enforceableliability
associated with the retirement of a tangible capital asset. A government that has legal obligations to perfarm
future asset retirement activities related to its tangible capital assets should recognize a liabilly based on the
guidance in this Statement. This Siatement is effective for years beginning afier June 15, 2018. The City
is currently evaluating the impact, if any, that GASB 83 will have on its financial statements.

GASB Statement No. 84, Fiduciary Activities. The objective of this Stalement is to improve puidance
regarding the identification of fiduciary activities for accounting and establishes criteria for identifying
fiduciary activities of alll state and local governments. The focus of the eriteria generally is on (1) whether
a government is controlling the assets of the fiduciary activity and (2} the beneficiaries with whom a
fiduciary relationship exists. Separate criteria are included to identify fiduciary compenent units and
postemployment benefit arrangements that are fiduciary activities. This Statement is effective for years
beginning afler December 135, 2018, The City is currently evaluating the impact, il any, that GASB 84 will
have on its {financial statements.

GASD Statement No. 87, Leases — The objective of this Statement is to better meet the information needs
of financial statement users by improving accounting and financial reporting {or {eases by governments.
This Statement increases the usefuiness of governments’ financial statements by requiring recognition of
certain lease assets and liabilities for leases that previously were classified as operating leases and
recognized as inflows ol resources or outflows of resources based on the payment provisions of the contract,
It establishes a single model for lease accounting based on the foundational principle that leases are
financing of the right to use an underlying asset. Under this Statement, a lessce is required (o recognize a
lease liahility and an intangible right-to-use lease asset, and a lessor is required to recognize a lease
receivable and a deferred. inflow of resources, thersby enhancing the relevance and consistency of
information about goveraments” leasing activities. This Statement is effective {or years beginning alier
December 15, 2019, The City is currently evaluating the impsct, if any, that GASB 87 will have on its
financial statements.

GASB Swtement No. 82, Certain Disclosures Reloied To Debt — The primary objective of this Statement
is to improve the information that is disclosed in noles o financial statements related to debt, It clarifies
which liabilites should include when disclosing information related to debt This statement is effective for
vears bepinning afler June 15, 2618, The City is currently evaluating the irnpact, if any, that GASH 88 will
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THE CITY OF MARGARET, ALABAMA
NOTES TO THE FINANCIAL STATEMENTS - CONTINUED
SEPTEMBER 34, 2019

NOTE I - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued

Future Adeption of New Accounting Pronsuncements — GASE Pronouncements that have been
issned but are not yet effective at September 30, 2019 - continued

GASB Statement No. 89 Accounting For Interest Cost Incurred Before The End Gf A Construction Period
— The primary objective of this Staternent are to enhance the relevance and comparability of information
about capital assets and the cost of borrowing for a reporting period and to simplify accounting for interest
costs incurred before the end of a construction period. This statement is effective for years beginning afier
December 15, 2019, The City is currently evaluating the impact, if any, that GASB 89 will have on ils

financial statements,

The City will implement the new GASE pronouncements in the year no later than the required effective date.
The City has not yet determined if the above listed new GASB prencuncemenis will have a significant
financial impact to the City or in issuing iis financial siatemenis.

NOTE 2- DEPOSITS AND INVESTMENTS

The State of Alabama requires all financial institutions accepting deposits of public funds to be a member
of The Security for Alabama Funds Enhancement (SAFE) program. This is a state-wide collateral pool for
all public funds and is administered through the Alabama Treasurers Office. All of the City’s deposits are
eallateralized by FDIC insurance and this eollateral pool except for debt service funds which are invested
in LS. government securities and are not required (o be collateralized,

-7 -



THE CITY OF MARGARET, ALABAMA
NOTES TO THE FINANCIAL STATEMENTS - CONTINUED
SEPTEMBER 30, 2019

MOTE 3 - RECEIVABLES

Receivables as of year end, including the applicable allowances for uncollectible accounts, are as

follows:

Receivables:
Taxes:
Sales and use tax
Telephone tax
Beer and tobacco tax
intergovernmental:
Advalorem
Dther
Other taxes
License and permits
Accournis:
Water service
(ross receivables
Less: allowance for uncollectible
Net total receivables

Governmental Enterprise
Funds Total
3 47,953 & 47,953
2,880 2,880
014 014
57,154 57,154
3,033 3,053
4,000 4,006
39 39
- 95.966
115,993 211,959
- 7,000
£ 115,993 5 204,959

i
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THE CITY OF MARGARET, ALABAMA
NOTES TO THE FINANCIAL STATEMENTS - CONTINUED
SEPTEMBER 30, 2019

NOTE 4 - CAPITAL ASSETS

Capital asset activity for the City during the year ended September 30, 2019, was as follows:

Beginning Ending
DBakance Balance
Oct, 1, 2018 Additions Retirements Sept. 30, 2019
Governmental activities
Capital assets, not being depreciated:
Land 5 406,007 3 - 5 - §5 406,007
Construction in progress - 668.169 - a68.169
Total capital assets, not being depreciated 406,007 G6E, 169 “ 1,074,176
Capital assets, being depreciated:
Buildings 383,657 - - 383,657
Auigmotive equiprnent 376,511 129,505 . 506,016
Equipment and furniture 531,300 - - 531,300
Streets and roads 15,051,695 - - 15.051.695
Total capital assels, being deprecinied 16,343,163 129,505 - 16,472,668
Less accumulated depreciation 2.941.341 223,472 - 3.i63.813
Wet capital assets, being depreciated 13,401,822 (925673 - 11.304.855
Governmental activities, net capital asseis $13,E07 829 $ 575,202 & - 14,383,031

Depreciation was charged 1o City functions as ollows:

General government § 166,674

Police 232,145
Fire 20,776
Public works 3 12.877
Total povernmental activities depreciation expense 30222472
Business type setivities

Buildings $ i,878 $ - b - b3 1,878
Vehicles 01,807 29,614 21,033 101,478
Uity plant & eguipment 2710790 71,832 - 2,782,622
Heavy equipment 32,739 36,188 - 08,945
Furniture & office couipment 25339 - 20855 5.184
Total capital nssets, business type activities 3,863,863 137,632 41,088 2,960,207
Less sccumulated depreciation 1,363,638 79,825 41,088 1401779
Net capiial ngzets, business tyoe activities § 1 500,673 3 57853 Z - £ 1,355,428

Depreciation was charged to functions as follows:
- g 890

Water Uepartment

s
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THE CITY OF MARGARET, ALABAMA
NOTES TO THE FINANCIAL STATEMENTS - CONTINUED
SEPFTEMBER 38, 2019

NOTE 5- LONG-TERM DEBT

General Obligation Warrants. The City issues general obligation warrants to provide funds for the
acquisition and construction of major capital facilities and improvements to the City and water system. The
warrants issued are general obligation warrants which pledge the full faith and credit of the City. The
proceeds of the bonds issued which are used by the water system are allocated to the water department
because accounting methods used by proprietary funds are different than those used by general government
funds. The City of Margaret issued Series 2017 general obligation warrants in the amouni of $2,830,000
during the year and part of the proceeds were used to current refund general obligation warrants Series 2002,
2007 and 2009 and water revenue warrants Series 2007, The remaining proceeds will be used for a new
municipal complex and other improvements in the City,

Changes in Long-Term Debt

The following is a summary of changes in long-term debt for the year ended September 30, 2019

Balanec Bakance
Governmenial Activities 9-30-18 Issued Retired 9-34-19
Series Z017 bonds issued 12-21-17 nllocated 79.6% to 52,189,000 g - $ 99,500 52,089,500
governmental funds and 20.4% w water. Bonds bear
interest at rates ranging from 2 1o 4% amd maiure
September [, 2035, Metre Bank 4.5% instailment ioan,
Governmental funds ol 3,188,000 - 59,500 2,689,500
Business Type Artivities
Series 2017 bonds described above 561,000 - 25,500 335,300
Husiness type activities total 361,000 - 25,500 335,560
Grand total of bong-termn debi 52,750,000 3 - B 125600 $2,625 000

All of the above debt is direct placement in nature and contains provisions for immediate payment in the
event of defauit.



THE CITY OF MARGARET, ALABAMA
NOTES TO THE FINANCIAL STATEMENTS - CONTINUED
SEPTEMBER 38, 2019
NOTE 5 - LONG-TERM DEBT - continued

Long-Term Debt Maturities

Long-term debt maturities, including principal and interest, are as follows:

Year ending General Long-Term Debt Business Type Activities
September 30, Principal Interest Principal Interest Total
020 5 103,480 £ 70,725 3 26,520 £ 18,125 % 218,830
2021 103,480 67,620 26,520 17,330 214,950
2022 103,480 64,516 26,520 16,534 211,050
2023 111,440 61,411 28,560 15,739 217,15¢
2024 115,420 58,068 26580 i4,882 217,930
2025-20726 636,800 233,377 163,200 50,861 1,093,438
2030-2034 748,240 114,343 181,760 29357 1,083,900
Remaining 167,160 6.687 47 840 1,712 218.399
Total § 2,089,500 $ 677,147 $ 5335500 £ 173,540 3 3,475,687

NOTE 6 - RISK MANAGEMENT

The City is exposed {o varicus risks of loss related to torts; theft of, damage to and destruction of assets;
errors and omissions; employee medical bepefits; workers’ compensation; and naturai disasters {or
which the City carries commercial insurance. Management believes the amount of insurance maintained
is adequate to protect the City from significant loss,

MOTE 7- PENSION PLAN
Plan Deseription

The City of Margaret contributes to the Employees” Retirement System of Alabama (RSAY, an agent
muliiple-employer public emplovee retirement system that acts as 2 common investment and administrative
agent for the various state agencies and depariments.

General Information about the Pension Plan

Plan description. The Emplovee’s Retirement System of Alabama, an agency multiple-emplover plan, was
established October 1, 1945 under the provisions of Act 515 of the Legisiature of 1243 for the purpose of
providing retirement allowances and other specified benefits for state emplovees, State Police, and on an
elective basis, 10 all cities, counties, towns and quasi-public orpanizations. The responsibility for the general
sdministration and operation of ERS is vested in its Board of Control. The ERS Board of Conirol consisis
of 13 frustees. The Plan is administered by the Retirement Systems of Alabama (RSA). Title 26-Chapler 27
of the Code of Alabama granis the authorily o establish and amend the benefit terms to the EES Board of

T

? wrs | . i ipiees o bs 3iakat wypehent wr . fetess i vo 5 : - B
Conirol. The Plan issues a publicly availeble financial report that can be obiained al www.rsa-al.gov,
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THE CITY OF MARGARET, ALABAMA
NOTES TO THE FINANCIAL STATEMENTS - CONTINUED
SEPTEMBER 310, 2019

NOTE 7- PENSION PLAN - continued
The ERS Board of Control consists of 13 trustees as follows:

1} The Governor, ex officio.

2) The State Treasurer, ex officio.

3} The State Personne! Director, ex officio.

4} The State Director of Finance, ex officio.

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

) Six members of ERS who are elected by members from the same catepory of ERS for a term
of four years as follows:

a.  Two 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 public agency each of whom is an
active beneficiary of ERS.

. Two vested active state employees.
c.  Two vested active employees of an employer participating in ERS pursuant te 36-27-6.

Bencfits provided. State law establishes retirement benefits as well as death and disbility benefits and any
ad hoc increase in postretirement benelfits for the ERS. Benefits for ERS members vest after 10 years of
creditable service. Employees who retire after age 60 with 10 years or more of creditable service or with 25
vears of service {regardless of age), are entitled 1o 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
method, members of the ERS are allowed 2.0125% of their average final compensation (highest 3 of the Jast
10 years) for each year of service.

Act 377 of the Legistlature of 2012 established a new tier of benefits (Tier 2) for members hired on or afier
January 1, 2013, Tier 2 ERS members are eligible for retirement after age 62 with 10 vears or more of
creditable service and are entitled 1o an annual retirement benefit, payable monthly for life. Service and
disability retirement benefits are based on a puaranteed minimum or & formula method, with the member
receiving payment under the method that yields the highest monthly benefit. Under the formula method, Tier
2 members of the ERS are allowed 1.65% of their average final compensation (highest 5 of the last 18 years)
for each vear of service.

Members are elegible for disphility retirement if they have 10 vears of credible service, are currently in-
service, and determined by the RSA Medical Hoard to be permanently incapacimated from further
performance of duty, Preretirernent death benefits are calculated and paid to the beneficiary onthe member’s
age, serveie credit, employment status and eligibility for retirement.

S



THE CITY OF MARGARET, ALABAMA
NOTES TO THE FINANCIAL STATEMENTS - CONTINUED
SEPTEMBER 30, 2019

NOTE 7- PENSION PLAN - continued
The ERS services appoximately 846 local participating empleyers. The participating employers include 287

cities, 63 counties, and 494 other public entities. The ERS membership includes approximately 83,874
participants. As of September 30, 2019, membership from the City of Margaret consisted of:

Retirees and beneficiaries currently receiving benelfits 3
Vested inaclive members {
Terminated employes entitled to but not yet receiving benefits {3
Non-vested inactive members 3
Active Members 24

Total 34

|

Contributions. Covered members of the ERS contributed 5% of earnable compensation to the ERS as
required by statute. Certified law enforcement, correctional officers, and firefighters of the ERS coniribute
6% of earnable compensation as required by statute.

Tier 2 covered members of the ERS contribute 6% earnable compensation to the ERS as required by statule
and tier 2 police emplovees contribuie 7% of earnable compensation.

The ERS establishes rates based upon an actuarially defermined rate recommended by an independent
actuary, The actuarially determined rate is the estimated amount necessary (o finance the cosis of benefiis
earned by employees during the year, with additional amounts to finance any unfunded accrued liability, the
pre-retirement death benefit and administrative expenses of the Plan. For the year ended September 30,2019
active employee contribution rate was 5.83% of covered employee payroll for tier | employecs and 2.82%
[ortier 2 employees. The City’s average contribution rate to fund the normal and accrued Hability costs was
3.66% of covered employee payrsll.

The City’s contractuaily required contribution rate for the year ended September 30, 2018 was 5.27% of
pensionable pay for Tier | employees, and .35% of pensionable pay for Tier 2 emplovees. These reguired
condribution rates are based upon the actuarial valuation dated September 30, 2014, a pereent of annual
pensionable payroll, and actuariaily determined as an amouni thai, when combined with member
contributions, is expected to finance the costs of benefits earned by memebers during the year, with an
additional amount to finance any unfunded accrued liability. Total emplover contributions fo the pension
plan were $12,075 for the vear ended September 30, 2019,



THE CITY OF MARGARET, ALABAMA

NOTES TO THE FINANCIAL STATEMENTS - CONTINUED
SEPTEMBER 30, 2019

NOTE 7 - PENSION PLAN - continued

B. Net Pension Liability

The City’s net pension liability was measured as of September 30, 2017, and the total pension liability used
to caculate the net pension liability was deteremined by an actuarial valuation as of September 30, 2017
rolled forward to September 30, 2018 using standard roli-forward techniques as shown in the following

table:
Actual 2018 Actual 2018
7.75% 7.70%
Expected Assumption  Assumption
Total pension liability, September 30, 2017 {a) 1,202,990 890,256 £94,550
Discount Rate (b} T7.75% 7.75% 7.70%
Entry Age Normal Cost for the period
October 1, 2017 - September 38, 2018 (c) 45,113 45,113 45,509
Transfers among employers {d) - 7,604 7,604
Actual Benefit Payments and Refunds
for Geteber 1, 2017 — September 30, 2018 () (76,636} (75.0656 {75.656)
Total Pension Liability, as of September 30, 2018
=[(a) x (1 + ()] + (e)+ (d)+[{e) x 1+5x (b)] 5 1,262,747 933,381 937,957
Difference beiween Expected and Actual {r} {329,366
Less hability transferred for immediate recognition  {h) 7.604
Experience (Gain)/loss {1 {336,970
Difference between Actual at 7.70% and Actual ot
7.75%: { Assumption Change(Gain} or Loss) 4,571
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NOTE 7 - PENSION PLAN - continued

Actuarial assumptions. The total pension liability in the September 30, 2018 actuanal valuation was
determined using the following actuarial assumptions, appliced to all periods included in the measurement:

Inflation 2,75%
Salary Increascs 3.25% - 5.00%
Investment rate of returmn® 7.70%

*Net of pension plan investment expense

Mortality rates for ERS were based on the sex distinet RP-2000 Blue Collar Mortality Table Projected with
Scale B 10 2020 with an adjustment of 125% at all ages for males and 120% for females ages 78 and older.
The rates of mortality for the period after disability retirement are according to the sex distinct RP-2000
Disabled Retiree Moertality Table Projected with Scale BB to 2020 with an adjustment of 130% at all apes

for females,

The actuarial assumptions used in the September 30, 2018 valuation 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, 2015, The Board of Control accepted and approved these changes in September 2016, which
became effective al the beginning of {iscal year 2016,

The long-term expected rate of return on pension plan investments was determined using a log-normal
distributicn analysis in which best-estimalte ranges of expected future real rates of return (expected refurns
net of pension plan investment expense and inflation) are developed for each major asset closs. These ranges
are combined to produce the fong-term expected rate of return by weighing the cxpected future real rates of
return by the target asset allocation percentage and by adding expected inflation. The target asset allocation
and best estimates of geometric real rates of return for each major esset class are as follows:

Long-Term
Target Expecied Rate

Alloecation of Return®
Fixed Income 17.00% 4.46%
U8, Larpe Stocks 32.00% 8.00%
U.5. Mid Stocks 9.00% 10.00%
U5, Smali Stocks 4.00% 11.060%
international Developed Market Stocks 12.00% 5.50%
international Emerging Market Stocks 3.00% 1009
Alterpatives 10.00% 10.10%
Real Estate 160.00%, 7.50%
Cash . 300% 1.50%

Total 100.00%

*Includes assumed rate of inflation of 2.50%

- 35
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NOTE 7 - PENSION PLAN - continued

Discount rate. The discount rate used to measure the total pension liability was the long term rate of return,
7.75%. The projection of cash flows used to determine the discount rate assumed that plan member
contributions will be made at the current contribution rate and the employer contributions will be made in
accordance with the funding policy adopted by the ERS Board of Conirel. Based on those asusmptions,
components of the pension plan’s fiduciary net position were projected to be available 1o make all projected
future benefit payments of current plan members. Therefore, the long-term expected rate of retumn on pension
plan investments was applied to all periods of projected benefit payments to determine the total pension
iability.

Changes in Net Pension Liability
Increase {Decrease)

Total Pension Plan Fiduciary Net Pension
Liability Net Position Liabilitv {Asset)
Balance as September 30, 2018 g 1.202.990 § 033397 % 269.593
Changes for the year:
Serviee Cost 45,113 - 45,113
Interest 90,300 - 90,3060
Changes of assumptions 4,571 4,571
Difference between expecied and
actual experience {336,971 - (336,970
Caontributions - employer - 16,163 (16,163}
Contributions - employee - 21,317 (21,317}
Net investment income - B4 968 {R4,968)
Benefit payments, including refunds
of employee contributions (75.656) {75,656; -
Transiers Among Employers 7,604 7,604 -
Net Change (265.038) 54.396 {319.434)
Halance st September 30, 2019 837.657 % GR7 793§ 49 8413

Sensitivity of the net pension fability to changes in the discoun rate. The following iable presents the City's
net pension liability caleulated using the discount rate of 7.70%, as well as what the City’s proportionate
share of the net pension Hability would be if it were calculated using a discout rate that is | -percentage point
lower (6.70%) or 1-percentage-point higher (8.70%) than the current rate:

1% Decrease Current Hate 1% Incresses
(6. 711%) 770 {8.70%)
{ity’s net pension Hahility g 40937 % (498417 & {135408)
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NOTE 7 - PENSIOGN PLAN - continued

Pension plan fiduciary net position. Detailed information ebout the pension plan’s fiduciary net position is
available in the separately issued RSA Comprehensive Annual Report for the fiscal year ended September
30,2018, The supporting actuarial information is included in the GASB Statement No. 68 Report forthe ERS
prepared as of September 30, 2018. The auditor’s report on the Schedule of changes in Fiduciary Net
Position by Employer and accompanying notes is also available. The additiona! financial and actuarial

information is available at www.rsa-al.gov

C. Pension Expense and Deferred OQutflows and Inflews of Resources
For the year ended September 30, 2019 the City recognized pension expense of 368,552, At September 30,
2019, the City reported deferred outflows of resources and deferred inflows of resources related 1o pensions

of the following sources:

Deferred Outflows Deferved Inflovws

of Resources of Resources

MNet difference between projected and

actual experience h) 168,909 % 293,208
Changes of assumptions 40,821 -
Net difference between projected and

actual earnings on plan investments - 34,000
Emplover contributions subsequent

1o measurement date 1R 233 -
Total b JIR A6 & 327,208

Amounts reporied as deferred outflows of resources and deferred inflows of resources to pensions will be
amortized and recognized in pension expense as follows:

Year ended September 30;

2020 3 6,540

2071 (18,618)
2022 {16,239
2023 (9,767
2024 {7,004}
Thereaficr {53,687

ETR
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NOTE §- RESERVED NET POSITION AND RESTRICTED ASSET ACCOUNTS

The City’s general obligation water warrants covenants do not require reservations of the water systemi’s

retained earnings.

The City’s assels are restricted as follows:

City Wide Basis General Fund Business Type

Activity
Debt service investments 5 20,431 3 20,431 3 28,043
Special revenue accounts 234,470 - -
Construction funds 165,302 165,302 -
Due from other funds - - .
Total resiricted assets b 420,203 $ 185,733 5 28,043

NOTE 9- WATER CUSTOMER INFORMATION (UNAUDITED)

Water customers are classified as either residential or commercial depending on the meter size. There are

no un-metered customers, Customer revenue and rates by class of customers are as follows:

Customer Number of Gross
Clasy Customers Revenpue Rute Schedule

Residential 1,532 § &26405 Minimum Units per 1,000 units -
2,000 $14.75
4,000 5.50
6,000 7.40

Conumnercial 20 59,143 Minimum Units per 1,000 uniis -
2,500 32600
10,000 300
1,552 % (85,548 12,000 2.50




THE CITY OF MARGARET, ALABAMA
NOTES TO THE FINANCIAL STATEMENTS - CONTINUED
SEPTEMBER 30, 2019

NOTE 10 - MAYOR AND COUNCIL MEMBERS

Mayor and council members of the City of Margaret at September 30, 2019 were as follows:

Wi, Isaac Howard 1I, Mayor

Mr. James Chapman, Council Member
Mir. Justice Carter, Council Member
Mr. Daryl Mcintyre, Council Member
Mr. Stephen Perry, Council Member
Mr. Jonathan Ray, Council Member
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THE CITY OF MARGARET, ALABAMA
SCHEDULE OF CHANGES IN THE NET PENSION LIABILITY

SEPTEMBER 30, 2019

Total Pension Liability 2018 2017 2016 2015 2014

Service Cost $ 45,113 § 51,742 %5 28,883 § 36,737 § 35,907
Interest 90,300 67,517 36,573 32,865 29,577
Difference between expected and actual

experience (336,970) 127,772 108,020 12,453 -
Change of assumptions 4,571 - 54,9064 - -
Benefit payments including refunds of

employee contributions (75,656) (109,934) (34,667 (36,780y (11,991}
Transfers among employers 7.604 139733 257.885 - -
Net Change In Total Pension Liability (265,038) 276,830 451,658 45,295 53,4593
Total Pension Liability, Beginning of Year 1,202,990 926,160 474,500 426207 375714
Total Pension Liability, End of Year $937,952 §202,990 3926,160 §474,502 §429,207
Plun Fiduciary Net Position
Contributions - Employer $ 16,163 % 11,780 § 6338 § 7238 § 21,662
Contributions - Employee 21,317 18,849 18,187 i6,130 17.464
Net Investment Income 24,968 102,518 59,763 5,544 52,288
Beneilt payments including refunds of

empioyee contributions (75,656) (109,934)  (34,667) (36,780)  (11,991)
Transfers among employers 7.604 139933 2537 8ES (6,370 (48918}
MNet Chenge in Plan Fiduciary Net Posifion 34,396 162,946 307506 (14,238} 30,305
Plan Net Position, Beginning of Year 933.397 770,451 462,945 477,183 446,678
Pian Net Position, End of Year §£987,793 §933307 $770451 5462945 477,183

Met Pension Linbility (Asset), End of Year

Plan Fiduciary Net Positionaz a
Pereeniage of the Total Pension Lisbility

Covered Employee Payroll § 43341

Net Pension Liability (Asset) as a Percentage

of Covered Employee Payroll (1t50ws  71.34%

77.5%%

5 (49,841) $269,593 $1i5570% § 11,

83.19%

8 5 377,878 % 355480 % 341,873 § 339393

43.80% 3.38%  (14.14)%

The net pension Habilily presenied in the statement of net posilion 1s as of Seplember 30, 2015,

w 48} -



THE CITY OF MARGARET, ALABAMA
SCHEDULE OF EMPLOYER CONTRIBUTIONS
SEPTEMBER 30, 2019

2019 2018 2017 2010 2015

Actuarially Determined Contribution § 18,833 % 16,488 § 13,621 ¢ 7371 &% 8,26]

Contributions in relation to the actuarially
determined contribulion 18,833 16,488 13.021 7371 8.261

Contribution deficiency (excess) - - - -

Covered employee payroll $516,443 $433,418 §377,878 3355480 3$341,873

Contributions as a percentage of
covered employee payroll 3.65% 3.80% 3.45% 2.07% 2.42%

Notes to Schedule:
Actuariaily determined contribution rates are calculated as of September 30 three years prior io the end

of the fiscal year in which contributions are reported. Contributions for fiscal year 2019 were based on
September 30, 2017 actuarial valuation.

Actuarial cost method Entry Ape

Amortization methad Level percent closed
26

Remaining amortization period years

Asset valuaiion method Five year smoothed market
3.00

Inflation Yo
3.753% 10 7.25%, including

Salary increases inflation

Investment rate of refurn 8.06%, net of pension plan
investment expensee, inchuding
inflation
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