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John Bennett
Tity of ontre City Manager
g R P.O. Box 1433
BGeorgia Rome, GA 30162
(706) 236-4400

June 28, 2007

To the Rome City Commission and ‘
the Citizens of the City of Rome, Georgia: .

The comprehensive annual financial report of thé City of Rome, Georgia for the fiscal year ended December 31, 2006, is hereby submitted. Responsibility for
both the accuracy of the data, and the completeness and fairness of the presentation, including all disclosures, rests with the City. To the best of our knowledge
and belief, the enclosed data are accurate in all material respects and are reported in a manner designed to present fairly the financial position and results of

operations of the various funds of the City. All disclosures necessary to enable the reader to gain an understanding of the City's financial activities have been
included. "

State law requires that every general-purpose local government publish within six months of the close of each fiscal year a complete set of audited financial
statements. This report is published to fulfill that requirement for the fiscal year ended December 31, 2006.

The City is also required to undergo an annual single audit in conformity with the provisions of the Single Audit Act of 1984 and U.S. Office of Management and
Budget Circular A-133, Audits of States, Local Governments and Non-Profit Organizations. Information related to this single audit, including the schedule of

federal financial assistance, findings and recommendations, and auditor's reports on the internal control structure and compliance with applicable laws and
regulations, are included in a separate report.

Mauldin and Jenkins, Certified Public Accountants, LLC, have issued an unqualified opinibn on the City of Rome’s financial statements for the year ended
December 31, 2006. The independent auditor’s report is located at the front of the financial section of this report.

These statements are compiled in accordance with accounting principles generally accepted in the United States of America and offer an overview of the financial

position and activities of the City as a whole. Management’s Discussion and Analysis can be found on pages 3-18 and contains additional information on the City
of Rome’s basic financial statements.
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PROFILE OF THE GOVERNMENT

The City of Rome is located in the northwestern part of the State of Georgia, which ranks as one of the top growth areas in the state. The City limits incorporate
over thirty-one square miles and has a population of approximately 37,000. The City government operates under a commission-manager form of government.
There are nine commissioners serving on the City Commission with the Mayor and Mayor Pro Tem elected from within the commission.

The City provides a full range of services. These services include water and sewer; police, building inspection and fire protection; sanitation services; the
construction and maintenance of highways, streets, drainage, traffic control, cemetery, community development, transit system, municipal landfill, planning and
zoning, recreational activities and cultural events. In addition, the City of Rome includes the Rome Board of Education and the Greater Rome Convention and
Visitors Bureau as discretely presented component units in these financial statements because the City has financial accountability-for these entities.

The City is required to adopt a final budget by the end of each fiscal year. This annual budget serves as the foundation for the City of Rome’s financial planning
and control. The budget is prepared by fund, then department. Budgetary control is at the line item level.

LOCAL ECONOMY

The economic condition and outlook of the City has substantially improved during the past several years, following several years of slower economic growth
attributable to a general decline in manufacturing activity. However, the area has seen new manufacturing entities locate plants in the Rome area as well as a

couple of expansions of existing industries. In addltlon substantial increases in service-related industries also were noted. The community currently has a 4.3
percent unemployment rate. ”

Rome continues to be the medical hub of the northwest Georgia area with more doctors per capita than any county in the state. Three hospitals, with a total of
approximately 800 beds, are located in the city limits with many clinics also operating in this area. Redmond Regional Medical Center is the largest taxpayer in

the City. The medical industry continues to expand with new expansions at both hospitals and their outlying complexes. There has also been federal approval for
the construction of a Veterans Clinic to be located in Rome.

The Rome Braves Minor “A” baseball stadium continues to be an economic draw from surrounding communities. The City of Rome has also been home to
professional teams in both basketball and indoor football.

A new retail shopping center is being built on the site of a former auto dealership and new retail outlets continue to develop in the surrounding area. These new
retail outlets will provide several brand name stores new to the area. Local Option Sales Tax revenue increased 7.4% from 2005 to 2006.

An Education Local Option Sales tax has enabled the school system to make major renovations and improvements to most of the City schools.
Based on current projections, the positive economic trend is expected to continue. While having a positive impact, this growth also presents significant

challenges for the City. If the present high level of services is to be maintained, the City in the future will need to continue to explore new methods of obtaining

financial resources. In 2006, a major SPLOST initiative was approved by voters and it will bring in approximately fifty three million dollars for various projects
over the next three and half years for the city and the county.
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MAJOR INITIATIVES

For the Year. The City operates a fire department for Rome and Floyd County under a ten year service agreement. As part of a long-range plan several new fire
stations have been constructed or relocated over the past five years. One additional station is still in the planning phase but should be underway in 2007. All of
these fire stations were constructed with Special Purpose Local Option Tax Proceeds.

Several major road projects have been completed during the past couple of years with several more projects still under construction. The Garden Lakes Parkway
extension was completed in 2006. The widening of Riverside Parkway is nearing completion and a partial reopening was completed in late 2006, with completion
scheduled for 2007. The widening of East Second Avenue street and bridge which began in 2003, was finally completed in 2006. There is also a widening
initiative on Turner McCall Blvd which hopefully may proceed in 2008. The 2006 SPLOST projects include $7,000,000 in road improvement projects.

As an “Entitlement Community”, the City receives grant monies for several capital improvement projects. Projects include street and sidewalk improvements,
and several home rehabilitation programs for lower income families. The conversion of an older historic high school into a community center was completed in
2006 with dedication in 2007 as the Kelsey-Burrell-Aycock Community Center.

The South Rome Re-development Agency and Community Development continues its progress with several more rehabilitation homes on the agenda for 2007.
There were also several major road and sidewalk improvements completed in 2006, the largest being on Wilson Avenue.

Another new initiative for the City in 2006 was the “Neighborhood Focus™ clean up projects held twice in 2006, one in the north end of town and the other in the

western section of the City. This was sponsored by the “Keep America Beautlful” committee and was a collaborative partnership between the City and the
neighborhood communities to help clean up prede51gnated sections.

Another major accomplishment made by the City of Rome in 2006 was a concentrated effort to renovate and replace large portions of older sidewalks around the
City. These improvements were partially funded by revenue from the Redlight Enforcement fund.

The City of Rome also entered into a ten year agreement with Billy Casper Golf to continue the management of the Stonebridge Golf course owned by the City.

Every year water and sewer projects are being completed and 2006 was no different. The largest of these is the $35 million Waste Water Treatment Plant
expansion and improvement project. This project is well underway and expected to be completed in 2007. The Water Filter Plant upgrade and expansion is also
in construction and completion appears to be early 2007. A bond issue was executed in October of 2005 to finance the water meter replacement program. The
City contracted with an outside firm to replace all City water meters over a certain age. These meters will be equipped with an automatic meter reading device
and backflow prevention equipment. This project is anticipated to be completed in early 2007. This change will enable the water and sewer department to
decrease their number of meter readers and move them to a maintenance crew once the new meters are installed. The other benefit to the program is that

previously unaccounted for water loss should now be under control. Other projects under construction include a new Water tank in the west part of the city and a
sewer improvement and expansion in the north area of the City.

The City acquired a grant to complete a pilot downtown wireless cooperative effort. This project was completed and implemented in 2006.
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For the Future. Transportation is an area that will always receive attention for funding. With the anticipated projects approved with the new SPLOST package,
many road expansions and improvements will be completed over the next 3-4 years. The previously mentioned road widening projects head the list of

transportation projects. Several major road expansions anticipated in 2007 and beyond include Turner McCall Blvd, Primrose Road, US 411, Huffaker Road, and
South Broad Street.

The City anticipates over the next few years several major commercial and residential constructions and improvements in the downtown district, including a
pedestrian bridge over the Oostanaula River. This contract was approved in 2007 and additional SPLOST monies will fund a Town Green with the bridge
development. The City has established a Tax Allocation District in the area and hopes that this will encourage growth and development in this area. Additional
commercial developments are being pursued along Riverside Parkway as that major road improvement nears completion.

The City has entered into an agreement with Floyd County beginning in 2007 for the Downtown:Development Staff to handle all of the current downtown parking
facilities. A new 450 space parking deck is planned to be built by the City and County next to the Forum.

The City will also be seeking bids for construction of a new City owned Mausoleum to be managed by the City Cemetery department.
The City implemented its first camera enforced red-light system at a major intersection in 2004. The city is anticipating adding a second camera in 2007.

The rivers are a major part of this community along with the City's downtown development. The City will continue to focus on the development of the three
rivers in downtown Rome. The governmental/civic center (Forum) complex along the riverbank in downtown Rome has enhanced the development of the rivers
in this area. A new river walk has been completed which runs from the Forum complex down the river to the new Braves stadium facility. An additional river
walk and paved walk area has also been completed around the Braves stadium facility.

Enhancement and progression of technology continues to be a vital goal of the City of Rome. The City hopes to move into more e-commerce activities in the
coming year. Beginning in 2007, all commission agendas and handouts will be provided for the commissioners on laptop computers.

FINANCIAL INFORMATION

Management of the City is responsible for establishing and maintaining an internal control structure designed to ensure that the assets of the City are protected
from loss, theft or misuse and to ensure that adequate accounting data are compiled to allow for the preparation of financial statements in conformity with
generally accepted accounting principles. The internal control structure is designed to provide reasonable, but not absolute, assurance that these objectives are

met. The concept of reasonable assurance recognizes that: (1) the cost of a control should not exceed the benefits likely to be derived; and (2) the evaluation of
costs and benefits requires estimates and judgments by management.

Single Audit. As a recipient of federal, state and county financial assistance, the City also is responsible for ensuring that an adequate internal control structure is

in place to ensure compliance with applicable laws and regulations related to those programs. This internal control structure is subject to periodic evaluation by
management of the City.
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As a part of the City's single audit, described earlier, tests are made to determine the adequacy of the internal control structure, related to federal financial
assistance programs, as well as to determine that the City has complied with applicable laws and regulations that ceuld have a material affect on a major federal
program. The results of the City's single audit for the fiscal year ended December 31, 2006 did note one finding in its compliance of major federal programs.

There were no instances of material weaknesses in the internal control structure or significant violations of applicable laws and regulations related to its major
federal programs.

Budgeting Controls. In addition, the City maintains budgetary controls. The objective of these budgetary controls is to ensure compliance with legal provisions
embodied in the annual appropriated budget approved by the City's governing body. Activities of the General Fund and Special Revenue Funds are included in
the annual appropriated budget. Project-length financial plans are adopted for the Capital Projects Funds. Although not legally required, the City does include
adopted annual budgets for its proprietary funds. The level of most of the budgetary control (that is, the level at which expenditures cannot legally exceed the
appropriated amount) is maintained at the department level. The City also maintains an encumbrance accounting system as a technique of accomplishing
budgetary control. Encumbered amounts lapse at year-end. However, encumbrances generally are reappropriated as part of the following year's budget. The City
Manager and Finance Director along with the City Commission Finance Committee review budget comparisons on a monthly basis.

As demonstrated by the statements and schedules included in the financial section of this report, the City continues to meet its responsibility for sound financial
management. The year 2006 ended with General Fund revenues over budget and expenditures slightly under budget. This combination generated a $594,611
excess of revenues over expenditures and increase to fund balance. Sales tax revenue, franchise taxes and tax revenues were all higher than expected budget.
Police fines and forfeitures were under prior year numbers. Interest income did increase in 2006 because a higher rate was earned on investments. Expenditures
were less than budget mainly due to position vacancy hiring freezes and the delay of filling open positions. The cost of fuel continues to have a large impact on
many departments. This increase in costs will continue to be an issue in 2007. Compared to 2005, the largest revenue dollar increase is in taxes, but at just 4% is

still just up slightly over the normal anticipated annual expense increase. The overall increase of $1,485,582 in revenue however, was mainly concentrated in sales
taxes.

Expenses for the General fund in 2006 increased mainly in the Public Safety sector and in the capital transfer to the Transit fund for new buses. The General
Government category increased $286,126 from 2005. This was mainly due to the large increase in legal fees and liability insurance under the General
Administration department. Total expenditures for 2006 increased 5.2% which is still a relatively modest increase considering the impact of significant increases
in fuel costs. This modest increase also reflects a conscious effort by the City’s departments to hold expenses within budget.

General Fund Fund Balance. The fund balance of the General Fund increased by $594,611. The cumulative fund balance of $12,037,603 provides the City
with a fund balance that is the equivalent of approximately six months of total General fund expenditures and transfers.

Enterprise Operations. The City continues to extend sewer to parts of the City and County that are not presently on the City sewer system. The bond coverage
ratio of the Water and Sewerage System continues to exceed the minimum outlined in the bond covenants. For 2006 the coverage was 1.42 times, which is well
above the 1.2 requirement. This point is also important because the coverage ratio includes the additional debt service incurred with the issuance of bonds in
2004 and 2005. Through 2007, these monies will be funding major expansions to the Wastewater Treatment plant facilities and the meter replacement program.

Although much of these improvements are mandated by legislation and other laws, this expansion will give the City’s water and sewer facilities greater potential
in the future.
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The Solid Waste Commission (Landfill) facility had an increase in net assets of $184,303. The new phase seven of the landfill expansion was also completed in
2006 and waste will be received in 2007. This improvement was part of a $4.4 million expansion that will handle the community’s needs for about 15 years.

Pension Trust Fund Operations. The City contributed the actuarially determined amount into this fund in 2006. The pension unfunded liability continues to
remain healthy with an 88.4% funding in 2006. This was a decrease from 90.9% in 2005. This decrease was the result of the major plan change in 2004 and a
change in actuaries for 2006. Beginning in 2001, the City has used a portion of its budgeted retirement contribution to match employee contributions in a 401-A
Defined Contribution plan. Currently the city will match up to 2.5% of an employee’s contribution.

Debt Administration. The City had water and sewer revenue, golf revenue, and Certificate of Participation bonds outstanding at the end of the fiscal year. '

The following is a list of all outstanding bonds, notes payable and capital leases as of December 31, 2006:

Principal
Amount
Qutstandin

Water & Sewer Revenue Bonds $69,195,000
Notes Payable-(GEFA) 4,769,536
Capital Leases-(All Funds) . 1,508,297
Golf Revenue Bonds ) 5,525,000
Certificates of Participation 7,772,000

88,769,833

Cash Management. Cash temporarily idle during the year was invested in demand deposits, certificates of deposit, obligations of the U.S. Treasury, and the State
of Georgia Investment Pool. The pension trust fund's investment portfolio also includes corporate bonds. The rate of return on pension fund investments is
attributable to the long-term nature of most holdings in its portfolio. The City's investment performance ranks adequately when compared to average yield rates
of U.S. Treasury bills and U.S. Treasury notes in 2006. However, as with most investments, interest earnings have seen a decline over the last few years. In
2006, interest earnings were up over 2005. The City earned interest revenue of $1,786,680 on all investments, including water and sewer bonds construction
interest, excluding pension funds, for the year énded December 31, 2006.

The City's investment policy is to minimize credit and market risks while maintaining a competitive yield on its portfolio. Accordingly, deposits were either

insured by federal depository insurance or collateralized. All collateral on deposits was held either by the City, its agent or a financial institution's trust
department in the City's name.

Risk Management. The City has a risk management program for liability and workers' compensation. Each department has a departmental safety program that
aids in reducing losses. At the beginning of 2002, the City of Rome entered into the GMA Workers Compensation Pool and is no longer self insured in workers
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compensation. The premium paid for Workers’ Compensation insurance in 2006 was $587,054. The City is still liable for all claims prior to January 1, 2002 up
to our stop loss insurance limit.

AWARDS AND ACKNOWLEDGEMENTS

Awards. The City of Rome, Georgia Comprehensive Annual Financial Report for the yéar ended December 31, 2005, was awarded the Certificate of

Achievement for Excellence in Financial Reporting by the Government Finance Officers Association of the United States and Canada (GFOA). The Certificate of
Achievement is the highest form of recognition for excellence in state and local government financial reporting.

In order to be awarded a Certificate of Achievement, a government unit must publish an easily readable and efficiently organized comprehensive annual financial

report, whose contents conform to program standards. Such comprehensive annual financial reports must satisfy both generally accepted accounting principles
and applicable legal requirements.

A Certificate of Achievement is valid for a period of one year only. We believe our comprehensive annual financial report continues to conform to the Certificate
of Achievement program requirements and we are submitting our comprehensive annual financial report for the current year to the GFOA.

Acknowledgments. The preparation of the comprehensive annual financial report on a timely basis was made possible by the dedicated service of the entire staff
of the finance department. Each member of the department has our sincere appreciation for the contributions made in the preparation of this report. We would

also like to thank the Finance Committee as well as the entire City Commission for the support they gave the City staff in planning and conducting the financial
operations of the City in a responsible and progressive manner.

Respectfully submitted, . :

| ’ - / XA _
John Bennett ' Sheree T. Shore
City Manager . _ Finance Director
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FINANCIAL SECTION

The financial section of the Comprehensive Annual Financial Report includes;
the 1ndependent auditors report, the Management’s Discussion and Analysis,
the basic ﬁnan01a1 statements 1nclud1ng footnotes and the supplementary 1nformat10n




AULDIN
&JENKINS

CERTIFIED PUBLIC ACCOUNTANTS, LLC

INDEPENDENT AUDITOR'S REPORT

Board of Commissioners
City of Rome, Georgia
Rome, Georgia

We have audited the accompanying financial statements of the governmental activities, the business-type activities, the aggregate
discretely presented component units, each major fund, and the aggregate remaining fund information of the City of Rome, Georgia (the “City”)
as of and for the year ended December 31, 2006, 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’s management. Our responsibility is to express opinions 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 and the standards
applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General of the United States. 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 the 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 opinions.

In our opinion the financial statements referred to above present fairly, in all material respects, the respective financial position of the
governmental activities, the business-type activities, the aggregate discretely presented component units, each major fund, and the aggregate
remaining fund information of the City of Rome, Georgia, as of December 31, 2006, and the respective changes in financial position and cash

flows, where applicable, thereof for the year then ended in conformity with accounting principles generally accepted in the United States of
America.
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