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INDEPENDENT AUDITOR'S REPORT

To the Honorable Mayor and Members of the City Council
City of Trussville, Alabama

We have audited the accompanying financial statements of the governmental activities, each major fund, and
the aggregate remaining fund information of the City of Trussville, Alabama, as of and for the year ended
September 30, 2010, which collectively comprise the City’s basic financial statements as listed in the table of
contents. These financial statements are the responsibility of the City of Trussville, Alabama’s management.
Our responsibility is to express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe that our audit provides a reasonable basis
for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities, each major fund, and the aggregate remaining fund
information of the City of Trussville, Alabama, as of September 30, 2010, and the respective changes in
financial position for the year then ended in conformity with accounting principles generally accepted in the
United States of America.

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis and budgetary comparison information on pages 3 through 9 and 33 through 34 be
presented to supplement the basic financial statements. Such information, although not a part of the basic
financial statements, is required by the Governmental 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 States of America, which
consisted of inquiries of management about the methods of preparing the information and comparing the
information for consistency 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 provide us with
sufficient evidence to express an opinion or provide any assurance.
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Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the City of Trussville, Alabama’s financial statements as a whole. The Schedule of Revenues -
General Fund and the Schedule of Expenditures - General Fund are presented for purposes of additional
analysis and are not a required part of the financial statements. These schedules are the responsibility of
management and were derived from and relate directly to the underlying accounting and other records used
to prepare the financial statements. The information has been subjected to the auditing procedures applied in
the audit of the financial statements and certain additional procedures, including comparing and reconciling
such information directly to the underlying and other records used to prepare the financial statements or to
the financial statements themselves, and other additional procedures in accordance with auditing standards
generally accepted in the United States of America. In our opinion, the information is fairly stated in all
material respects in relation to the basic financial statements taken as a whole.

Solp, fleaZe, %,44 Bromre, 7 C.

January 14, 2011



CITY OF TRUSSVILLE
MANAGEMENT’S DISCUSSION and ANALYSIS
SEPTEMBER 30, 2010

FINANCIAL HIGHLIGHTS

. At the close of fiscal year 2010, the liabilities of the City of Trussville exceeded assets by
$2,533,764. The net deficit increased by $582,513 as compared to the previous fiscal year.

. The City’s assets decreased by $3,391,467 and its liabilities decreased by $2,808,954 compared to
last fiscal year.

. The City issued $13,320,000 in general obligation bonds to refund the 1997, 2001, and 2007 series
bonds. This refunding was undertaken to reduce overall debt service and even out maturing debt
amounts without lengthening the overall term of the indebtedness.

OVERVIEW OF THE FINANCIAL STATEMENTS

The City of Trussville (the City)’s general purpose financial statements include Management’s Discussion and
Analysis (MD&A), Basic Financial Statements and Other Required Supplementary Information (RSI). The MD&A,
a component of RS, introduces the basic financial statements and provides an analytical overview of the City’s
financial activities.

The City’s basic financial statements consist of the following elements:

Government-wide Financial Statements

Government-wide financial statements provide both long-term and short-term information about the City’s overall
financial condition. Changes in the City’s financial position may be measured over time by increases and decreases
in the Statement of Net Assets. Information on how the City’s net assets changed during the fiscal year is presented
in the Statement of Activities.

Fund Financial Statements

Fund financial statements focus on individual parts of the City, reporting the City’s operations in more detail than
the government-wide financial statements. Fund financial statements include the statements for governmental,
proprietary and fiduciary funds.

Notes to the Financial Statements

Notes to the financial statements provide additional information that is essential to the full understanding of the data
provided in the government-wide and fund financial statements



CITY OF TRUSSVILLE
MANAGEMENT’S DISCUSSION and ANALYSIS - CONTINUED
SEPTEMBER 30, 2010

OVERVIEW OF THE FINANCIAL STATEMENTS - continued

Required Supplemental Information (“RSI”’) and Related Notes

RSI and the related notes provide additional information regarding budgeted revenue and expenditures that further
explains and supports information in the financial statements.

Supplemental Information

Supplemental information provides more detail regarding general fund revenues and expenditures to further explain
and support the financial statements.

Major Features of the Basic Financial Statements

Fund Financial Statements

Government-wide Financial Proprietary Fiduciary
Statements Governmental Funds Funds Funds
Scope Entire City government Activities of the City thatare not  None None

proprietary or fiduciary

Required Statement of net assets; Balance sheet

financial Statement of activities Statement of revenues,

statements expenditures, and changes in fund
balances

Accounting Accrual accounting and  Modified accrual accounting and

basis and economic resources focus current financial resources focus

measurement

focus

Type of All assets and liabilities, both  Only assets expected to be used

asset/liability financial and capital, and short-  up and liabilities that come due

information term and long-term during the year or soon thereafter;

no capital assets included

Type of All revenues and expenses Revenues for which cash is
inflow/outflow during the year, regardless of  received during or soon after the
information when cash is received or paid end of the year

Expenditures when goods or
services have been received and
payment is due during the year or
soon thereafter
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CITY OF TRUSSVILLE
MANAGEMENT’S DISCUSSION and ANALYSIS - CONTINUED
SEPTEMBER 30, 2010

Condensed Financial Information

Condensed Statement of Net Assets

The City’s net assets decreased by $582,513 or 29.9% between years 2009 and 2010. The City continues to have
an overall net deficit as a result of the City’s issuing 52 million in bonds for the benefit of the Trussville School
System during the 2006 fiscal year. The long-term liability for the bonds is reflected in the City’s statement of net

assets, but since the proceeds are for the School System’s use, no corresponding asset is available to offset the
liability.

The City’s net deficit is composed of several components. The City has net assets of 31 million invested in capital
assets (buildings, roads and equipment). This component of the City’s total net deficit is down 1.9% from the
previous year. The City also has net assets of 3 million that are restricted as to the purpose for which they may be
used. These restricted net assets decreased 48.4% from last year. The remaining component of the City’s total net
deficit is a 36 million dollar unrestricted deficit. This deficit does not mean the City does not have the money to
pay its bills next year, rather, it is the result of having long-term commitments, specifically the school bonds, that

are greater than currently available resources. The City will budget for these future commitments as they become
due.

The following presents the City’s condensed statement of net assets as of September 30, 2010 and 2009, derived
from the government-wide Statement of Net Assets.

Condensed Statement of Net Assets
As of September 30,2010
(in thousands)

(Al Numbers in Governmental Activities Total Primary Total %
Thousands) Government Change
2010 2009 2010 2009 2009 - 2010
Current and other assets $ 24,390 $ 24,448 $ 24,390 $ 24,448 0.2)%
Capital assets 63,949 67,283 63,949 67.283 (5.0)%
Total assets 88,339 91,731 88,339 91,731 3. 1%
Current liabilities 5,661 6,056 5,661 6,056 (6.5)%
Noncurrent liabilities 85,212 87,626 85,212 87.626 (2.8)%
Total liabilities 90,873 93,682 90.873 93,682 (3.0)%
Net Assets:
Invested in capital assets,
net of related debt 31,089 31,693 31,089 31,693 (1.9)%
Restricted 2,689 5,211 2,689 5,211 (48.4Y%
Unrestricted (36,312) (38,855) (36,312) (38.855) (6.5)%
Total net assets 3 (2,534) $ (1,951) 3 (2,534) $ (1,951) 29.9%
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CITY OF TRUSSVILLE
MANAGEMENT’S DISCUSSION and ANALYSIS - CONTINUED
SEPTEMBER 30, 2010

Condensed Statement of Activities

The following presents the City’s condensed statement of activities for the fiscal year ended September 30, 2010 and 2009,
as derived from the government-wide Statement of Activities. The City’s total revenues decreased by 1.9 percent to 27.1
million. Sixty-five percent of the City’s revenue is from sales tax. Seventy-nine percent of the City’s total revenue is derived
from all taxes combined. The remainder is from charges for services and federal and state money.

Total Primary Total%
Governmental Activities Government Change
2010 2009 2010 2009 2009 to 2010
Revenues
Program revenues
Charges for services $ 5,104 $ 5,161 $ 5,104 $ 5,161 (1.1)%
Operating grants & contributions 92 319 92 319 (71.2)%
Capital grants & contributions 200 - 200 - -
Total program revenues 5.396 5.480 5,396 5,480 (1.5)%
General revenues and payments
Sales and use tax 17,760 17,601 17,760 17,601 0.9%
Ad valorem taxes 1,900 1,584 1,900 1,584 19.9%
Other taxes 1,761 1,612 1,761 1,612 9.2%
Investment earnings 268 201 268 201 33.3%
Other revenues and payments 53 1,199 53 1,199 (95.6)%
Contributed property - 1,005 - 1,005 (160.0)%
Total general revenues and payments 21,742 23,202 21,742 23,202 (6.3)%
Total revenues 27.138 28.682 27.138 28.682 (5.9)%
Program expenses
Administrative services 2,757 2,921 2,757 2,921 (5.6)%
Education 1,585 1,667 1,585 1,667 (4.9)%
Public Safety 9,239 10,006 9,239 10,006 (1.7%
Streets & sanitation 5,372 5,036 5,372 5,036 6.7%
Parks and recreation 2,826 3,108 2,826 3,108 9.1)%
Library 1,153 1,157 1,153 1,157 (0.3)%
Engineering and inspections 480 533 480 533 9.9Y%
Indirect interest on long-term debt 4,309 4,253 4,309 4,253 1.3%
Total program expenses 27.721 28,681 27,721 28.681 3.3)%
Change in net assets (583) 1 (583) 1 (584.0)%
Beginning net assets (deficit) (1951) (1,952) (1,951) (1,952) -
Ending net assets (deficit) $ (2,534) $ (1,951 $ (2,534) $ 1,951 (29.9)%



CITY OF TRUSSVILLE
MANAGEMENT’S DISCUSSION and ANALYSIS - CONTINUED
SEPTEMBER 30, 2010

Program Expenses and Revenues for Governmental Activities

The following presents the net costs of governmental activities. Overall, program revenues were not sufficient to
cover program expenses for governmental activities. General revenues, mainly taxes, supported the net costs of
governmental activities. Program revenues, as a percentage of program expenses, increased in the administrative,
public safety, parks and recreation and library departments from fiscal year 2008-09 to fiscal year 2009-10. These
increases are primarily due to cost cutting measures.

Net Costs of Governmental Activities
for the Fiscal Year Ended September 30, 2010

(in thousands)
Less Program Revenues
Program Program as a Percentage of
Expenses Revenues Net Program Costs éaz Program Expenses
City Programs 2010 2010 2 [ 0 2009
Administrative services $ 2,757 $ 3,130 $ 373) $ (304) 113.5% 110.4%
Education 1,585 - 1,585 1,667 - -
Public Safety 9,239 1,188 8,051 8,870 12.9% 11.4%
Streets and sanitation 5372 43 5,329 4,741 0.8% 5.9%
Parks & recreation 2,826 714 2,112 2,655 25.3% 14.6%
Library 1,153 84 1,069 1,076 7.3% 7.0%
Enginecring and inspections 480 237 243 242 49.4% 54.6%
Other 4,309 - 4.309 4253 - -
Totals $ 27,721 § 539 $ 22,325 $ 23,200 19.5% 19.1%

(a) Net program costs arc mainly supported by taxes.

OVERALL ANALYSIS

The City’s liabilities exceed its assets by 2.5 million dollars. This deficit represents amounts to be paid in future
years. The City expects financial resources to be available to satisfy the obligation as it comes due.



CITY OF TRUSSVILLE
MANAGEMENT’S DISCUSSION and ANALYSIS - CONTINUED
SEPTEMBER 30, 2010

FUND ANALYSIS

Funds that experienced significant changes during the fiscal year ended September 30, 2010 are as follows:

Governmental Funds

As of the close of the fiscal year, the City’s governmental funds reported a combined ending fund balance of 20.5
million, with 12 million reported as unreserved and the remaining 8.5 million reserved for specific purposes.
Combined ending fund balance is .3 million more than the previous year’s balance.

General Fund

Fund balance at September 30, 2010 totaled 16 million, an increase of .9 million. Half of this increase is designated
for education.

BUDGET VARIANCES IN THE GENERAL FUND

Budgeted expenditures are based on the City’s estimated revenue receipts. Original expenditures are budgeted for
less than total expected resources available. No variances between the original and final budget or between final
budget and actual are expected to significantly effect future services or liquidity. For additional information on the
budget variances, refer to the budgetary comparison schedule for the General Fund in the RSI section.

CAPITAL ASSET AND LONG-TERM DEBT ACTIVITY

Capital Asset Activity

At September 30, 2010, the City reported 64 million in capital assets. Refer to Note 6 to the financial statements
for additional information on capital assets.

Long-term Debt Activity

General obligation warrants are secured by the full faith and credit of the City and payable from the proceeds of
various taxes. On December 1, 2009 the City issued $13,320,000 in general obligation bonds to refund the 1997,
2001, and 2007 series bonds. This refunding was undertaken to reduce overall debt service by $491,715, refinance
a maturing balloon payment of $2,875,000 and to even out maturing debt amounts without lengthening the overall
term of the indebtedness. The City continues to maintain a high bond rating from Moody’s Investors Service (A1)
and Standard and Poor’s (AA) on all City bonds. Refer to Note 7 to the financial statements for additional
information on long-term debt.



CITY OF TRUSSVILLE
MANAGEMENT’S DISCUSSION and ANALYSIS - CONTINUED
SEPTEMBER 30, 2010

ECONOMIC CONDITIONS AND OUTLOOK

The City of Trussville, along with other local municipal governments, continues to face a challenging economic
environment. Commercial and residential construction, along with associated building permit revenue, is not
projected to increase over the next year. Little to no increase in advalorem taxes is projected. The City is beginning
to see some recovery in business license revenues and sales tax revenue, but is hesitant to rely on it to continue. The
City considered the fragile, limited economic recovery in setting its fiscal year 2010 - 2011 budget. The 2010-2011
General Fund Budget is $26,235,000, a $1,016,790 decrease over the prior year.

The City is closely monitoring revenue collections. If improving trends do not continue, budget cuts may be

necessary. The City is exploring areas where it can cut costs, while completing major projects in process and
without reducing services to its citizens.

CONTACTING THE CITY’s FINANCIAL MANAGEMENT
This financial report is designed to provide our citizens, taxpayers, customers, and investors and creditors with a

general overview of the City’s finances and to show the City’s accountability for the money it receives. If you have
any questions about this report or need additional information, contact:

Eugene A. Melton, Mayor Lynn B. Porter, City Clerk/Treasurer
131 Main Street 131 Main Street

P. O.Box 159 P. O. Box 159

Trussville, AL 35173 Trussville, AL 35173

(205) 655-7478 (205) 655-7478



THE CITY OF TRUSSVILLE, ALABAMA
STATEMENT OF NET ASSETS
SEPTEMBER 30, 2010

ASSETS

Cash and cash equivalents

Receivables:
Taxes
Intergovernmental
Charges for services (net of allowance for uncollectibles)
Other

Unamortized bond issue costs

Capital Assets:
Land and construction in process, not being depreciated
Other capital assets, net of accumulated depreciation

Total assets

LIABILITIES
Accounts payable and accrued expenses
Long-Term Liabilities:
Due within one year
Due in more than one year
Unamortized bond premium
Compensated absences
Net other post employment benefit liability

Total liabilities

NET ASSETS
Invested in capital assets, net of related debt
Restricted for:
Debt service
Capital projects
Infrastructure maintenance
Public safety
Unrestricted net deficit

Total net deficit

See notes to the financial statements.
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Governmental

Activities

$ 18,003,817

3,248,046
2,796,256
117,851
35,470
189,141

10,161,013
53,787,910

88,339,504

2,731,592

2,929,406
83,210,761
285,507
1,622,702
93,300

90,873,268

31,088,566

2,088,230
123,315
105,194
372,871

(36,311,940)

$ (2,533,764)




THE CITY OF TRUSSVILLE, ALABAMA
STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED SEPTEMBER 30, 2010

Net
Program Revenues (Expense)/
Operating Capital Revenue and
Charges for Grants and Grants and Change in
Function/Program Expenses Services Contributions Contributions Net Assets
Governmental Activities:
Administrative services $ 2,757,160 $3,129411 $ - $ - $ 372,251
Education 1,585,368 - - - (1,585,368)
Public Safety 9,238,653 1,168,225 20,100 - (8,050,328)
Streets and sanitation 5,371,553 14,918 28,130 - (5,328,505)
Parks and recreation 2,825,945 500,304 13,625 200,234 (2,111,782)
Library 1,152,530 53,641 29,762 - (1,069,127)
Engineering and inspections 479,687 237,217 - - (242,470)
Interest on long-term debt 4,309,477 - - - (4,309.477)
Total governmental activities $27,720,373 $5,103,716 3 91,617 $ 200,234 $(22,324,806)
General Revenues:
Taxes:
Sales taxes 17,759,731
Advalorem taxes 1,900,509
Other taxes 1,761,170
Interest and investment earnings 267,862
Miscellaneous 53,021
Total general revenues 21,742,293
Change in net assets of governmental activities (582,513)
Net deficit- beginning (1.951,251)
Net deficit - ending $ (2,533,764)

See notes to the financial statements.
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THE CITY OF TRUSSVILLE, ALABAMA
BALANCE SHEET - GOVERNMENTAL FUNDS

Assets:
Cash and cash equivalents
Restricted cash and cash equivalents
Receivables:
Taxes
Charges for services (net of allowance for uncoliectible)
Other

Total assets

Liabilities:
Accounts payable and accrued liabilities
Total liabilities

Fund balances:
Reserved for debt service
Reserved for capital projects
Reserved, reported in nonmajor:
Special revenue Funds
Unreserved, designated for education
Unreserved, undesignated
Total fund balance

Total liabilities and fund
balances

SEPTEMBER 30, 2010
OTHER
MAJOR FUNDS NONMAJOR TOTALS -
D GOVT. GOVERNMENTAL
GENERAL SERVICE FUNDS FUNDS
$ 13,515,929 $ - 3 - $ 13,515,929
- 3,915,073 572,816 4,487,889
3,208,693 - 39,353 3,248,046
117,851 - - 117,851
34,548 - 922 35470
§ 16,877,021 $ 3,915,073 $ 613,091 $ 21,405,185
893,038 - 11,711 904,749
893,038 - 11,711 904,749
- 3,915,073 - 3,915,073
- - 123,316 123,316
- - 478,064 478,064
3,975,181 - - 3,975,181
12.008.802 - - 12,008,802
15,983,983 3.915,073 601,380 20,500.436
$ 16,877,021 $ 3915073 $ 613,091 $ 21,405,185

RECONCILIATION OF TOTAL GOVERNMENTAL FUND BALANCE

TO NET DEFICIT OF GOVERNMENTAL ACTIVITIES

SEPTEMBER 30, 2010
Total Govenmental Fund Balance

Amounts reported for governmental activities

in the statement of net assets are different because:

Notes receivable are not receivable in the current

period and are not reported in the funds

Capital assets used in governmental activities are
not financial resources and, therefore, are not reported

in the funds

Bonds and other long-term liabilities are not due and
payable in the current period and are not reported in

the funds

Net deficit of government activities

§ 20,500,436

2,796,256

63,948,922

89,779,378
$ (2,533,764)

See notes to the financial statements.
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STATEMENT OF REVENUES, EXPENDITURES AND CHANGES

THE CITY OF TRUSSVILLE, ALABAMA

IN FUND BALANCES - GOVERNMENTAL FUNDS
FOR THE YEAR ENDED SEPTEMBER 30, 2010

Revenues:
Taxes
Education
Licenses and permits
Intergovernmental
Charges for services
Fines and forfeiturcs
Interest
Other

Total revenues

Expenditures:

Current operations:
General government
Public safety:

Fire and rescue
Police and court
Streets and sanitation
Parks and recreation
Library
Historical
Enginecring & inspection
Total current operations
Capital outlays
Debt service:
Principal
Interest & fiscal charges
Payments to the Trussville School System
Total expenditures

Revenue over / (under)

expenditures

Other financing sources (uses):
Proceeds of refunding warrant issue
Payments to refunding agent
Interfund transfers in

Interfund transfers out

Total other financing
sources (uses)

Net change in fund balance
Fund balances, beginning

Fund balances, ending

OTHER

MAJOR FUNDS NONMAJOR TOTAL

RAL DEBT GOVT. GOVT.

FUND SERVICE FUNDS FUNDS
$  15016,529 $ - s 261349  §  15277,878
5,801,253 . - 5,801,253
3,539,314 . - 3,539,314
229219 . 87,073 316,292
1,176,039 - . 1,176,039
377,835 - 196,620 574,455
209,881 8,336 4,889 223,106
340,828 - . 340.828
26,690,898 8,336 549,931 27,249,165
2,027,494 - . 2,027,494
3,377,897 - . 3,377,897
4,855,479 - 186,131 5,041,610
2,627,441 - 553,318 3,180,759
2,539,700 - - 2,539,700
1,013,843 . - 1,013,843
15,542 . . 15,542
485,950 . . 485,950
16,943,346 - 739,449 17,682,795
111,186 . 503,285 614,471
. 2,868,717 . 2,868,717
. 4,115,931 . 4,115,931
1,583 368 - - 1,583,368
18,637,900 6.984,648 1,242,734 26,865.282
8,052,998 (6,.976,312) (692,803) 183,883
. 13,627,137 13,627,137
. (13,771,563) (13,771,563)
18,990 7,138,101 . 7,157,091
(7,138,101) . (18.990) (7,157.091)
(7.119.111) 6.993.675 (18.990) (144,426)
933,887 17,363 (711,793) 239,457
15,050,096 3,897,710 1313173 20.260.979
$ 15983983 3915073 § 601,380 § 20,500,436

See notes to the financial statements.
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THE CITY OF TRUSSVILLE, 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, 2010

Net change in Fund Balances - Total Governmental Funds $ 239,457

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

Governmental funds report capital outlays as expenditures.

However, in the statement of activities, the cost of those

assets is allocated over their estimated useful lives as

depreciation expense. This is the amount by which depreciation

exceeded capital outlays in the current period. (3,333,974)

Repayment of bond principal is an expenditure in the
governmental funds, but the repayment reduces long-term
liabilities in the statement of net assets. 16,304,487

Proceeds of bonds are revenues in the governmental funds,
But the issuance of bonds increases long-term liabilities
in the statement of net assets. (13,484,890)

Lending money and the repayment of loans are classified as revenues
and expenditures in governmental funds, but increases / decreases
the liability account in the statement of net assets (172,761)

Some expenses reported in the statement of activities,

such as compensated absences, do not require the use

of current financial resources and, therefore, are not

reported as expenditures in governmental funds. (134,832)

Change in net assets (deficit) of governmental activities $  (582,513)

See notes to the financial statements.
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THE CITY OF TRUSSVILLE, ALABAMA
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2010

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Introduction

The financial statements of the City of Trussville, 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) pronouncements.

Reporting Entity

The City is a municipal corporation governed by an elected Mayor and City Council. Accounting principles
generally accepted in the United States of America require-that the reporting entity include (1) the primary
government, (2) organizations for which the primary government is financially accountable and (3) other
organizations for which the nature and significance of their relationship with the primary government are such that
exclusion would cause the reporting entity’s financial statements to be misleading or incomplete. The criteria
provided in Governmental Accounting Standards Board Codification Section 2100 have been considered and there
are no agencies or entities which should be presented with the City.

Measurement Focus, Basis of Accounting and Financial Statement Presentation
Government-Wide Financial Statements

The statement of net assets and the statement of activities display information about the City as a whole. The
government-wide statements are prepared using the economic resources measurement focus and the accrual basis
of accounting. This differs from the manner in which governmental fund financial statements are prepared.
Therefore, governmental fund financial statements include a reconciliation with brief explanations to better identify
the relationship between the government-wide statements and the statements for governmental funds.

The statement of activities demonstrates the degree to which the direct expenses of a given function or identifiable
activity are offset by program revenues and how much is offset by the general revenues of the City. Direct expenses
are those that are specifically associated with a service, program or department and are, therefore, clearly identifiable
to a particular function. Program revenues include charges paid by the recipients of the goods or services offered
by the programs and grants and contributions that are restricted to meeting the operational or capital requirements
of a particular program. Revenues which are not classified as program revenues are presented as general revenues.

The City’s net assets are reported in three parts - invested in capital assets, net of related debt; restricted net assets;
and unrestricted net assets. The City first uses restricted resources to finance qualifying activities.

=15 -



THE CITY OF TRUSSVILLE, ALABAMA
NOTES TO THE FINANCIAL STATEMENTS - CONTINUED
FOR THE YEAR ENDED SEPTEMBER 30, 2010

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued
Fund Financial Statements

Fund financial statements report detailed information about the City. The focus of governmental fund financial
statements is on major funds rather than reporting funds by type. All governmental funds are accounted for using
modified accrual basis of accounting and the current financial resources measurement focus. Under this basis
revenues are recognized in the accounting period in which they become measurable and available. Expenditures
are recognized in the accounting period in which the fund liability is incurred, if measurable. Each major fund is
presented in a separate column. The City reports the following major governmental funds:

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

Debt Service Fund - accounts for the accumulation of resources for and the payment of principal and interest on
long-term general obligation debt of governmental funds.

Non-major funds are aggregated and presented in a single column. The City’s non-major funds are comprised of
special revenue funds and capital projects funds.

Revenue Recognition

In applying the susceptible to accrual concept under the modified accrual basis, taxes and investment earnings are
deemed both measurable and available if collected within the current year or within 60 days after year-end.
Reimbursements due for federally funded projects are accrued as revenue at the time the expenditures are made.
When received in advance, these revenues are deferred until expenditures are made.

Other revenues, including licenses and permits, certain charges for services, and miscellaneous revenues, are
recorded as revenue when received in cash because they are generally not measurable until actually received.

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 recognized when paid.
Allocations of costs, such as depreciation and amortization, are not recognized in the governmental funds.
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THE CITY OF TRUSSVILLE, ALABAMA
NOTES TO THE FINANCIAL STATEMENTS - CONTINUED
FOR THE YEAR ENDED SEPTEMBER 30, 2010

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

Cash and Cash Equivalents

The City’s cash and cash equivalents are considered to be cash on hand, demand deposits and short-term
investments with original maturities of three months or less from the date of acquisition. Restricted cash represents
amounts that have been placed into escrow for payment of bond principal and interest as it becomes due and
amounts in special revenue accounts that are restricted by the revenue source.

Receivables

Receivables are reported net of allowance for uncollectibles, which is based upon collection experience. The
allowance for uncollectible ambulance billings is $ 199,739.

Property Tax Calendar

Property values are assessed and property taxes are collected by Jefferson County. Property values are assessed and
property taxes attach as an enforceable lien on property as of October 1 of each fiscal year. The property taxes are
due and payable on October 1 of the subsequent fiscal year and are delinquent after January 1.

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 grants
and depreciation. Under the government-wide, accrual basis of reporting, general capital assets are long-lived assets
of the City as a whole. When purchased, such assets are capitalized subject to a $5,000 capitalization threshold.
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.

Donated capital assets are capitalized at estimated fair market value on the date donated.

Depreciation 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 follows: buildings - 40 years: improvements/infrastructure - 5
to 40 years; equipment - 5 to 15 years.
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THE CITY OF TRUSSVILLE, ALABAMA
NOTES TO THE FINANCIAL STATEMENTS - CONTINUED
FOR THE YEAR ENDED SEPTEMBER 30, 2010

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued
Unamortized Bond Issuance Costs / Bond Premium
On government-wide financial statements, bond issuance costs are deferred and amortized over the term of the

bonds using the straight-line method, which approximates the effective interest method. The unamortized portion
is shown as unamortized bond issuance costs on the statement of net assets.

Bond premiums are deferred and amortized over the term of the bonds using the straight-line method, which

approximates the effective interest method. Bond premiums are shown as additional long-term liabilities on the
statement of net assets.

On the governmental fund financial statements, issuance costs and bond premiums are recognized in the current
period.

Net Assets and Fund Balance
In the government-wide financial statements, net assets are classified in the following categories:
Invested in Capital Assets, Net of Related Debt - This category groups all capital assets, including infrastructure,

into one component of net assets. Accumulated depreciation and the outstanding balances of debt associated with
the acquisition, construction, or improvement of these assets reduces this category.

Restricted Net Assets - This category presents the net assets restricted by external parties (creditors, grantors,
contributors or laws and regulations).

Unrestricted - This category represents the net assets of the City that are not restricted for any project or other
purpose by third parties.

In the fund financial statements, fund balances of governmental funds are classified in the following categories:

Reserved Fund Balance - Indicates the portion of fund equity that is not available for appropriation or that has been
legally segregated for specific purposes.

Unreserved, Designated Fund Balance - Indicates the portion of fund balance for which the City has made plans that
are subject to change.

Unreserved, Undesignated Fund Balance - Indicates the portion of fund balance that is available for appropriation
and expenditure in future periods, or if a deficit, for which future funding will be required.
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