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INDEPENDENT AUDITORS’ REPORT
To the Board of Directors
Birmingham-Jefferson Civic Center Authority
Birmingham, Alabama
We have audited the accompanying financial statements of the business-type activities of the
Birmingham Jefferson Civic Center Authority, as of and for the years ended August 31, 2014
and 2013, and the related notes to the financial statements, which collectively comprise the
Authority’s 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 relevant to the
preparation and fair presentation of financial statements that are free from material misstatement,
whether due to fraud or error.
Auditors’ Responsibility
Our responsibility is to express an opinion on these financial statements based on our audits. We
conducted our audits in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Governmental
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 from material misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s
judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor considers
internal control relevant to the entity’s preparation and fair presentation of the financial
statements in order to design audit procedures that are appropriate in the circumstances, but not
for the purpose of expressing an opinion on the effectiveness of the entity’s internal control.
Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness
of accounting policies used and the reasonableness of significant accounting estimates made by
management, as well as evaluating the overall presentation of the financial statements.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinion.
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Opinion
In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of the business-type activities of the Birmingham Jefferson Civic Center
Authority, as of August 31, 2014 and 2013, and the changes in financial position and cash flows
thereof for the years then ended in accordance with accounting principles generally accepted in
the United States of America.
Other Matters
Required Supplementary Information
Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis information on page 5 through page 8 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.
Other Reporting Required by Government Auditing Standards
In accordance with Government Auditing Standards, we have also issued our report dated
January 16, 2015 on our consideration of Birmingham-Jefferson Civic Center Authority’s
internal control over financial reporting and on our tests of its compliance with certain provisions
of laws, regulations, contracts, and grant agreements and other matters. The purpose of that
report is to describe the scope of our testing of internal control over financial reporting and
compliance and the results of that testing, and not to provide an opinion on internal control over
financial reporting or on compliance. That report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering Birmingham-Jefferson Civic
Center Authority internal control over financial reporting and compliance.

Birmingham, AL
January 16, 2015
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INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED
ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE
WITH GOVERNMENT AUDITING STANDARDS

To the Board of Directors
Birmingham-Jefferson Civic Center Authority
Birmingham, Alabama
We have audited, in accordance with the 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, the financial
statements of Birmingham-Jefferson Civic Center Authority, which comprise the statement of
net assets as of August 31, 2014, and the related statements of activities, and cash flows for the
year then ended, and the related notes to the financial statements, and have issued our report
thereon dated January 16, 2015.
Internal Control Over Financial Reporting
In planning and performing our audit of the financial statements, we considered BirminghamJefferson Civic Center Authority’s internal control over financial reporting (internal control) to
determine the audit procedures that are appropriate in the circumstances for the purpose of
expressing our opinion on the financial statements, but not for the purpose of expressing an
opinion on the effectiveness of The Authority’s internal control. Accordingly, we do not express
an opinion on the effectiveness of The Authority’s internal control.
A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to
prevent, or detect and correct, misstatements on a timely basis. A material weakness is a
deficiency, or a combination of deficiencies, in internal control, such that there is a reasonable
possibility that a material misstatement of the entity’s financial statements will not be prevented,
or detected and corrected on a timely basis. A significant deficiency is a deficiency, or a
combination of deficiencies, in internal control that is less severe than a material weakness, yet
important enough to merit attention by those charged with governance.
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Our consideration of internal control was for the limited purpose described in the first paragraph
of this section and was not designed to identify all deficiencies in internal control that might be
material weaknesses or significant deficiencies. Given these limitations, during our audit we did
not identify any deficiencies in internal control that we consider to be material weaknesses.
However, material weaknesses may exist that have not been identified.
Compliance and Other Matters
As part of obtaining reasonable assurance about whether Birmingham-Jefferson Civic Center
Authority’s financial statements are free from material misstatement, we performed tests of its
compliance with certain provisions of laws, regulations, contracts, and grant agreements,
noncompliance with which could have a direct and material effect on the determination of
financial statement amounts. However, providing an opinion on compliance with those
provisions was not an objective of our audit, and accordingly, we do not express such an opinion.
The results of our tests disclosed no instances of noncompliance or other matters that are
required to be reported under Government Auditing Standards.
Purpose of this Report
The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of
the entity’s internal control or on compliance. This report is an integral part of an audit
performed in accordance with Government Auditing Standards in considering the entity’s
internal control and compliance. Accordingly, this communication is not suitable for any other
purpose.

Birmingham, AL
January 16, 2015
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BIRMINGHAM-JEFFERSON CIVIC CENTER AUTHORITY
STATEMENTS OF NET ASSETS
AUGUST 31, 2014 AND 2013
2014

2013

ASSETS
Current assets:
Cash and cash equivalents
Restricted cash and cash equivalents
Accounts receivable
Inventory
Prepaid expenses

$

11,832,751
10,956,436
4,858,422
172,083
362,026

$

12,126,480
7,433,312
4,935,146
180,540
295,750

Total current assets

28,181,718

24,971,228

Investments
Property, plant and equipment, net
Restricted assets
Deferred charges and other assetsUnamortized bond issuance cost

11,065,415
227,792,237
4,607,396

11,437,807
234,396,985
7,206,947

588,450

673,941

TOTAL ASSETS

$

272,235,216

$

278,686,908

$

1,687,277
2,912,220
2,159,992
346,454

$

2,610,986
2,623,148
4,369,420
346,454

LIABILITIES AND NET ASSETS
Current liabilities:
Accounts payable
Accrued expenses
Deposit and advance ticket sales
Current portion of unearned income
Total current liabilities
Current liabilities paid from restricted assets:
Current portion of bonds payable
Current portion of notes payable
Accrued interest payable
Accreted interest payable
Total current liabilities payable
from restricted assets

Continued
9

7,105,943

9,950,008

4,145,904
1,045,000
1,799,588
1,714,939

4,620,000
940,000
1,890,335
-

8,705,431

7,450,335

BIRMINGHAM-JEFFERSON CIVIC CENTER AUTHORITY
STATEMENTS OF NET ASSETS - CONTINUED
AUGUST 31, 2014 AND 2013

Long-term liabilities:
Bonds payable
Accreted interest payable
Unamortized bond discounts
Unamortized bond premiums
Notes payable
Unearned income

2014

2013

33,661,948
9,288,725
(529,498)
68,570,000
4,876,035

36,330,352
10,076,112
(609,615)
23,179
69,615,000
5,223,041

Total long-term liabilities

115,867,210

120,658,069

Total liabilities

131,678,584

138,058,412

107,566,133
13,662,244
1,901,588
17,426,667

110,925,186
13,612,873
1,027,386
15,063,051

140,556,632

140,628,496

Net Assets
Invested in capital assets net of related debt
Restricted for debt service
Restricted for capital replacements and additions
Unrestricted
Total net assets
TOTAL LIABILITIES AND NET ASSETS

$

272,235,216

See accompanying notes to financial statements
10

$

278,686,908

BIRMINGHAM-JEFFERSON CIVIC CENTER AUTHORITY
STATEMENTS OF ACTIVITIES
FOR THE YEARS ENDED AUGUST 31, 2014 AND 2013
2014
`
OPERATING REVENUES
Special tax proceeds
Revenues from operations

$

Total operating revenues
OPERATING EXPENSES
Salaries and employee benefits
Utilities
Repairs and maintenance
Rent
Management fees
Contract services and labor
Capital equipment
Cost of services
General, administrative and other
operating expenses
Total operating expenses before depreciation
Depreciation
Total operating expenses
Operating income
NON-OPERATING REVENUES (EXPENSES)
Interest income
Interest expense
Other income
Amortization of bond cost
Total non-operating expenses, net
Changes in net assets
Net assets - beginning of year
Net assets - end of year

16,927,259
59,083,531

2013

$

76,010,790

60,627,722

23,973,407
7,738,587
1,855,007
109,723
3,652,865
5,280,559
1,533,730
4,883,487

20,638,135
6,574,171
1,365,186
378,234
2,804,630
4,022,738
1,720,863
3,816,475

8,750,259

7,289,015

57,777,624

48,609,447

12,663,197

11,308,169

70,440,821

59,917,616

5,569,969

710,106

374,206
(6,173,926)
243,377
(85,490)

450,200
(4,577,360)
243,377
(85,490)

(5,641,833)

(3,969,273)

(71,864)

(3,259,167)

140,628,496
$

16,005,657
44,622,065

140,556,632

See accompanying notes to the financial statements
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143,887,663
$

140,628,496

BIRMINGHAM-JEFFERSON CIVIC CENTER AUTHORITY
STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED AUGUST 31, 2014 AND 2013
2014
CASH FLOWS FROM OPERATING ACTIVITIES
Receipts from customers
Special tax proceeds
Interest paid on special tax bonds and notes
Payments to vendors
Payments to employees
Payments for other operating activities
Net cash provided by operating activities
CASH FLOWS FROM CAPITAL AND RELATED
FINANCING ACTIVITIES
Principal paid on special tax bonds
Proceeds from debt issuance
Principal paid on notes payable and
lease obligations
Net cash used for capital and related
financing activities

$

60,772,412
15,938,145
(5,337,121)
(20,244,453)
(23,943,136)
(14,024,923)
13,160,924

2013

$

48,900,467
14,365,359
(2,159,020)
(14,631,537)
(20,818,001)
(12,465,614)
13,191,654

(4,563,062)
1,477,500

(4,379,654)
4,425,000

(940,000)

(845,000)

(4,025,562)

(799,654)

CASH FLOWS FROM INVESTING ACTIVITIES
Acquisition and construction of capital assets
Interest received on investments
Purchases of investments
Proceeds from sales of investments
Net cash used for investing activities

(6,058,449)
240,140
(3,362,658)
3,275,000
(5,905,967)

(9,395,450)
223,851
(2,750,840)
2,600,000
(9,322,439)

Net increase (decrease) in cash and
cash equivalents

3,229,395

3,069,561

19,559,792

16,490,231

Cash and cash equivalents - beginning of year
Cash and cash equivalents - end of year

Continued
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$

22,789,187

$

19,559,792

BIRMINGHAM-JEFFERSON CIVIC CENTER AUTHORITY
STATEMENTS OF CASH FLOWS - CONTINUED
FOR THE YEARS ENDED AUGUST 31, 2014 AND 2013
2014
Reconciliation of change in net assets to net cash
provided by operating activities:
Change in net assets
Adjustments to reconcile change in net assets to net
cash provided by operating activities:
Depreciation
Realized loss on sale of investments
Unrealized (gain) loss on investments
Amortization of bond issuance costs
Changes in assets and liabilities:
(Increase) Decrease in accounts receivable
(Increase) Decrease in restricted assets
(Increase) Decrease in inventory
(Increase) Decrease in prepaid expenses
Increase (Decrease) in accounts payable
Increase (Decrease) in accrued expenses
Increase (Decrease) in advance deposits
and ticket sales
Increase in unearned income
Increase (Decrease) in accrued interest
Increase (Decrease) in accreted interest

$

2013

(71,864)

$

12,663,197
27,250
192,660
85,491

(3,259,167)

11,308,169
30,674
374,492
85,489

76,724
2,599,551
8,457
(66,276)
(923,709)
289,072

(2,595,393)
1,011,558
(87,029)
243,429
903,975
847,984

(2,209,428)
(347,006)
(90,747)
927,552

2,256,551
(347,418)
1,550,596
867,744

Net cash provided by operating activities

$

13,160,924

$

13,191,654

Supplemental disclosure of cash flow information:
Cash paid for interest during year

$

5,337,121

$

2,159,020

Interest capitalized as construction costs
Supplemental schedule of non-cash investing and
financing activities:
Debt assumed for purchase of property

$

-

$

1,482,972

$

-

$

71,400,000

See accompanying notes to financial statements
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BIRMINGHAM-JEFFERSON CIVIC CENTER AUTHORITY
NOTES TO FINANCIAL STATEMENTS
FOR THE YEARS ENDED AUGUST 31, 2014 AND 2013

NOTE 1 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Reporting Entity
The Birmingham-Jefferson Civic Center Authority (“the Authority”) was created by the
legislation of the State of Alabama, as a public corporation authorized to construct, maintain,
operate and manage a civic center in the City of Birmingham, Jefferson County, Alabama.
Jefferson County and the City of Birmingham appropriate specific tax proceeds to enable the
Authority to make annual principal and interest payments on its bonds outstanding. Included in
the financial statements are the Birmingham-Jefferson Civic Center and the Sheraton
Birmingham Hotel and the Westin Birmingham Hotel, which are divisions of the Authority.
Basis of Presentation
The Authority has adopted GASB Statement No. 34, Basic Financial Statements and
Management’s Discussion and Analysis for State and Local Governments, as amended by GASB
Statements No. 37 and No. 38. GASB Statement No. 34 establishes a fundamentally new
financial reporting model for state and local governments. Financial reporting requirements
include a management’s discussion and analysis, basic financial statements consisting of
government-wide and fund financial statements, required supplementary information and other
supplementary information.
Government-wide statements: The Statements of Net Assets and the Statements of Activities
display information about the primary government (the Authority). These statements include the
financial activities of the overall government (except for fiduciary activities and component
units, of which the Authority has none). All significant interfund receivables and payables have
been eliminated in the financial statements. These statements distinguish between the
governmental and business-type activities of the Authority. The Authority only has businesstype activities.
Fund financial statements: Fund financial statements are not included as the nature of the
Authority’s operations does not require additional funds outside of the one enterprise fund in
which all activity takes place. As such, the Authority does not utilize fund accounting.
Proprietary fund operating revenues, such as charges for services, result from exchange
transactions associated with the principal activity of the fund. Exchange transactions are those in
which each party receives and gives up essentially equal values. Non-operating revenues, such
as investment earnings, result from non-exchange transactions.
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BIRMINGHAM-JEFFERSON CIVIC CENTER AUTHORITY
NOTES TO FINANCIAL STATEMENTS
FOR THE YEARS ENDED AUGUST 31, 2014 AND 2013

NOTE 1 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED
Measurement Focus, Basis of Accounting
Government-wide and Proprietary Fund Financial Statements: The government-wide and
proprietary fund financial statements reported using the economic resources measurement focus
and the accrual basis of accounting. Revenues are recorded at the time liabilities are incurred,
regardless of when the related cash flows take place. Non-exchange transactions, in which the
Authority gives (or receives) value without directly receiving (or giving) equal value in
exchange, include taxes and donations.
All governmental and business-type activities and enterprise funds of the Authority follow FASB
Statements and Interpretations issued on or before November 30, 1989, Accounting Principles
Board Opinions and Accounting Research Bulletins, unless those pronouncements conflict with
GASB pronouncements.
Asset, Liabilities and Equity
Cash and Cash Equivalents
The Authority considers all highly liquid investments with a maturity of three months or less
when purchased to be cash equivalents.
Receivables
Receivables consist of all revenues earned at year end and not yet received. Allowances for
uncollectible accounts receivable are based upon historical trends and the periodic aging of
accounts receivable.
Deferred Charges and Other Assets
Deferred charges and other assets consist primarily of bond discounts, bond premiums and bond
issuance costs. Bond discounts, bond premiums and costs of issuance are capitalized and
amortized over the life of the bond issue using the straight-line method. The difference in using
the straight-line method and the interest method of amortizing such costs is not material to the
results of operations.
Inventory
Inventory is carried at the lower of cost (first-in, first-out) or market and consists of food and
beverages for sale each Hotel’s restaurant and lounges, as well as a base supply of linens, china
and silverware used in its facilities.
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BIRMINGHAM-JEFFERSON CIVIC CENTER AUTHORITY
NOTES TO FINANCIAL STATEMENTS
FOR THE YEARS ENDED AUGUST 31, 2014 AND 2013

NOTE 1 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED
Fixed Assets
Purchased property, plant and equipment is stated at historical cost or estimated cost if actual
historical cost is not available. Depreciation and amortization is computed using the straight-line
method over the estimated useful lives of 15 to 50 years for buildings and 3 to 15 years for
furniture, fixtures and equipment. The Authority capitalizes all fixed assets in excess of $10,000.
The cost of normal maintenance and repairs that do not add to the value of the asset or materially
extend assets’ lives are not capitalized.
Equity Classifications
Equity is classified as net assets and displayed in three components:
a. Invested in capital assets, net of related debt – Consists of capital assets including
restricted capital assets, net of accumulated depreciation and reduced by the outstanding
balances of any borrowings that are attributable to the acquisition, construction or
improvement of those assets.
b. Restricted net assets – Consists of net assets with constraints placed on the use either by
(1) external groups such as creditors, grantors, contributors or laws or regulations of other
governments; or (2) law through constitutional provisions or enabling legislation.
c. Unrestricted net assets – All other net assets that do not meet the definition of “restricted”
or “invested in capital assets, net of related debt”.
Fund Statements
As of August 31, 2011, the Authority has adopted GASB Statement No. 54, which redefined
how fund balances of the governmental funds are presented in the financial statements. Fund
balances are classified as follows:
a. Nonspendable – Amounts that cannot be spent either because they are not in a spendable
form or because they are legally or contractually required to be maintained intact.
b. Restricted – Amounts that can be spent only for specific purposes because of
constitutional provisions, charter requirements or enabling legislation or because of
constraints that are externally imposed by creditors, grantors, contributors, or the laws or
regulations of other governments.
c. Committed – Amounts that can be used only for specific purposes determined by a
formal action by Board of Directors ordinance or resolution. The Board of Directors is
the highest level of decision making authority for the Authority.
d. Assigned – Amounts that do not meet the criteria to be classified as restricted or
committed but that are intended to be used for specific purposes.
e. Unassigned – All other spendable amounts.
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BIRMINGHAM-JEFFERSON CIVIC CENTER AUTHORITY
NOTES TO FINANCIAL STATEMENTS
FOR THE YEARS ENDED AUGUST 31, 2014 AND 2013

NOTE 1 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES – CONTINUED
Following the adoption of GASB 54, the Authority’s management evaluated its effect on the
financial statements and determined that there is none as the Authority does not utilize fund
accounting.
Revenues, Expenditures and Expenses
The Birmingham-Jefferson Civic Center, the Sheraton Birmingham Hotel and the Westin
Birmingham Hotel recognize revenues when customers are billed. Expenses are all attributed to
business-type activities as the Authority is operated as one enterprise fund.
Use of Estimates
The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of
the financial statements and the reported amounts of revenues and expenses during the reporting
period. Actual results could differ from those estimates.
Fair Value
The authority estimates the fair value of accounts receivable and payable, accrued expense and
notes payable approximates carrying value due to the short term nature of these instruments.
Reclassifications
Certain amounts in the 2013 financial statements have been reclassified to conform to the 2014
presentation. Such presentation had no material effect on the previously reported net asset or net
income (loss).
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BIRMINGHAM-JEFFERSON CIVIC CENTER AUTHORITY
NOTES TO FINANCIAL STATEMENTS
FOR THE YEARS ENDED AUGUST 31, 2014 AND 2013

NOTE 2 – CASH AND INVESTMENTS
The Authority maintains cash in depository accounts and investments. Investments consist of
certificates of deposit, with maturities ranging from three to twelve months, and United States
Government securities. Certificates of deposit are recorded at cost which approximates market
value. Account balances at August 31 are as follows:
2014
Cash
Certificates of deposit and money
market accounts
United States Government securities

$

11,832,751

2013
$

462,453
10,602,962
$

22,898,166

12,126,480
235,750
11,202,057

$

23,564,287

The Authority maintains its cash accounts with high credit quality financial institutions. The
Authority had cash and certificate of deposit balances on deposit with one financial institution at
August 31, 2014 and 2013 that exceeded balances insured by the FDIC and are secured by
collateral through the Alabama State Treasury’s Security of Alabama Funds Enhancement
(SAFE) Program. Under the SAFE program, the Authority’s funds are protected through a
collateral pool administered by the Alabama State Treasury. Certain banks holding deposits
belonging to the state, counties, cities or agencies of any of these entities must pledge securities
as collateral against these deposits. In the event of the failure of a bank, securities pledged by
that bank would be liquidated by the State Treasurer to replace the public deposits. If the
securities pledged failed to produce adequate funds for that purpose, every bank participating in
the pool would share the liability for the remaining balance.
NOTE 3 – FAIR VALUE MEASUREMENTS
SFAS No. 157, Fair Value Measurements, establishes a framework for measuring fair value.
That framework provides a fair value hierarchy that prioritizes the inputs to valuation techniques
used to measure fair value. The hierarchy gives the highest priority to unadjusted quoted prices
in active markets for identical assets or liabilities (level 1 measurements) and the lowest priority
to unobservable inputs (level 3 measurements). The hierarchy consists of three broad levels,
described as follows:
Level 1 – Inputs that consist of unadjusted quoted prices for identical assets in active
markets that the Authority has the ability to access.
Level 2 – Inputs consist of 1) quoted prices for similar assets in active markets, 2) quoted
prices for identical or similar assets in inactive markets, 3) inputs other than quoted prices
that are observable, and 4) inputs that are derived principally from or corroborated by
18

BIRMINGHAM-JEFFERSON CIVIC CENTER AUTHORITY
NOTES TO FINANCIAL STATEMENTS
FOR THE YEARS ENDED AUGUST 31, 2014 AND 2013

NOTE 3 – FAIR VALUE MEASUREMENTS - CONTINUED
observable market data by correlation or other means. If the asset has a specified
(contractual) term, the level 2 input must be observable for substantially the full term.
Level 3 – Inputs consist of unobservable inputs where there is little or no market activity,
and the reporting entity makes estimates and assumptions related to the pricing of the
asset including assumptions regarding risk.
The asset’s fair value measurement level within the fair value hierarchy is based on the lowest
level of any input that is significant to the fair value measurement. Valuation techniques used
need to maximize the use of observable inputs and minimize the use of unobservable inputs.
The following is a description of the valuation methodologies used for assets measured at fair
value.
Certificates of deposit, money market accounts and United States Government securities
– The carrying amount approximates fair value.
The preceding methods described may produce a fair value calculation that may not be indicative
of net realizable value or reflective of future fair values. Furthermore, although the Authority
believes its valuation methods are appropriate and consistent with other market participants, the
use of different methodologies or assumptions to determine the fair value of certain financial
instruments could result in a different fair value measurement at the reporting date.
All of the Authority’s investments are Level 1 investments (See notes 2 and 5).
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BIRMINGHAM-JEFFERSON CIVIC CENTER AUTHORITY
NOTES TO FINANCIAL STATEMENTS
FOR THE YEARS ENDED AUGUST 31, 2014 AND 2013

NOTE 4 – CAPITAL ASSETS
Capital assets consisted of the following at August 31:
2014
Land and improvements
Exhibition hall
Mechanical plant
Concert hall and theater
Arena
Hotel - Sheraton
Medical forum
Parking deck
Office building
Equipment
Restaurant - Sheraton
Message center
Westin Furniture and Equipment
Westin Hotel
Westin Restaurant
Entertainment district - construction in progress
Construction in progress

$

42,399,200
73,298,249
3,953,673
31,748,981
31,073,525
90,431,069
32,024,187
9,458,906
3,352,329
39,364,041
702,938
157,680
5,814,219
53,392,348
4,538,558
20,688,033
546,892
442,944,828
(215,152,591)
$ 227,792,237

Less: accumulated depreciation

2013
$

42,304,571
73,298,249
3,953,673
31,730,427
31,073,525
90,431,069
32,024,187
9,458,906
3,352,329
39,218,282
702,938
157,680
5,760,434
53,392,348
4,534,490
15,450,939
42,332
436,886,379
(202,489,394)
$ 234,396,985

NOTE 5 – RESTRICTED ASSETS
The 1992, 2002, and 2005 Bond Resolutions (see Note 6) require that certain funds be
maintained by a trustee as long as any of the bonds remain outstanding. Additionally, in
accordance with the terms of the Management Agreement, each Hotel maintains a restricted cash
fund account which must be held and invested by BJCC. The interest bearing account is for the
purpose of establishing a reserve for replacements and additions to furniture and equipment.
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NOTE 5 – RESTRICTED ASSETS - CONTINUED
Restricted assets at August 31 consisted of the following:
2014
Cash and cash equivalents
United States Government securities

2013

$ 10,956,436
4,607,396

$

7,433,312
7,206,947

$ 15,563,832

$ 14,640,259

Restricted asset accounts at August 31 were comprised of the following:
2014
SERIES 2002 BONDS
Bond Fund - Created for the purpose of payment
of the principal and interest on the bonds when
due.

$

1,374,817

2013

$

1,370,942

SERIES 2005 BONDS
Bond Fund - Created for the purpose of payment
of the principal and interest on the bonds when
due.

4,191,973

4,192,243

RESERVE FUND
Held by and invested by BJCC in an interest
bearing account for the purpose of establishing a
reserve for replacements and additions to
furniture and equipment for the Hotel as
indicated in the Management Agreement.

1,901,588

1,027,386

FEES IN LIEU OF TAXES
Pursuant to the terms of a pending lawsuit,
charges collected in lieu of taxes are escrowed.

8,095,454

8,049,688

$ 15,563,832

$ 14,640,259
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NOTE 6 – BONDS PAYABLE
At August 31, bonds payable consisted of the following:
2014
Refunding and capital outlay special tax bonds,
Series 1992
Refunding special tax bonds, Series 2002C
Refunding special tax bonds, Series 2005A
Special Tax Bonds, Series 2011
Less: current installments

$

2013

3,380,352
1,175,000
26,150,000
7,102,500
37,807,852
(4,145,904)

$ 33,661,948

$

3,380,352
3,450,000
28,495,000
5,625,000
40,950,352
(4,620,000)

$ 36,330,352

1992 Series
The refunding and capital outlay special tax bonds, 1992 Series (“1991 Series”); outstanding at
August 31, 2014 consist of capital appreciation bonds (original issue discount bonds). The
capital appreciation bonds accrete interest payable at maturity and mature as follows:
Original
Principal
Amount

Year Ending August 31
2015
2016
2017
2018
2019
Thereafter

Approximate
Yield to
Maturity

$

530,904
496,800
464,904
429,648
401,856
1,056,240

$

3,380,352

6.75%
6.75%
6.75%
6.80%
6.80%
6.80%

Interest
Accreted to
August 31, 2014
$

1,714,939
1,604,789
1,501,704
1,407,077
1,316,064
3,459,091

$

11,003,664

The 1992 Series bonds are secured by a pledge of the Sales and Use Tax, Tobacco Tax, and
Lodging Tax.
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NOTE 6 – BONDS PAYABLE – CONTINUED
2002 Series
The special tax refunding bonds, 2002C Series (“2002C Series”) bear interest at varying rates
from 1.375% to 5.00%, payable on September 1 and March 1 of each year. Future debt service
payments for the 2002C Series are as follows:
Principal and
Interest

Year Ending August 31
2015

1,245,000
1,245,000
(70,000)

Less: interest
$

1,175,000

The 2002C Series bonds are secured by a pledge of the Sales and Use Tax, Tobacco Tax, and
Lodging Tax.
2005 Series
On December 14, 2005, the Authority issued $43,630,000 of special refunding tax bonds. The
Series 2005A bond (“2005A Series”) are dated July 1, 2006 and mature annually through 2023.
The 2005A Series were issued by for the purpose of providing funds to pay the cost of acquiring
and constructing certain capital improvements of the Authority’s facilities, refunding debt of the
Authority incurred for land acquisition and paying expenses incidental to the issuance of the
2005A Series.
The 2005A Series bear interest at varying rates from 3.50% to 4.50%, payable on January 1 and
July 1 of each year. Future debt service payments for the 2005A Series are as follows:
Principal and
Interest

Year Ending August 31
2015
2016
2017
2018
Thereafter

3,591,313
3,590,663
3,592,713
3,593,400
17,950,150
32,318,239
(6,168,239)

Less: interest
$
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NOTE 6 – BONDS PAYABLE – CONTINUED
2011 Series
On December 1, 2011, the Authority issued $8,000,000 of Series 2011 Bonds, maturing
December 1, 2018, with a variable interest rate of LIBOR plus 1.25%. The Series 2011 Bonds
had an interest rate of 1.44% at August 31, 2013. Interest on the Series 2011 Bonds is paid on
the first business day of each month and the principal will be paid at maturity. The estimated
future maturities were calculated based on payment schedule of 144 months using an estimated
interest rate that would be in effect on December 1, 2014. Estimated future debt service
payments for the Special Tax Bonds, 2011 outstanding as of August 31, 2014 are as follows:
Principal and
Interest

Year Ending August 31

2015
2016
2017
2018
Thereafter

423,987
635,980
635,980
635,980
5,246,833
7,578,760
(1,953,760)

Less: interest
$

5,625,000

NOTE 7 – NOTE PAYABLE
The Authority entered into a purchase agreement with The Commercial Development Authority
of Birmingham (“CDA”) in February 2011. Per the agreement, the CDA issued revenue bonds
totaling $71,790,000 under a trust indenture with a financial institution (the “Trustee”). The
proceeds from the issuance will be used to finance the costs of acquiring, constructing and
equipping the Birmingham Westin hotel project and the Entertainment District. The Birmingham
Westin hotel project was completed and the title was transferred to the Authority in February
2012 along with title to the Entertainment District project which is still under development. The
city of Birmingham will make payments in April and October on the bond debt to the Trustee
from the tax proceeds received on the behalf of the Authority. The Note Payable follows the debt
maturity schedule as follows:
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NOTE 7 – NOTE PAYABLE – CONTINUED

Year Maturity
2011A
4/1/2023
4/1/2024
4/1/2025
4/1/2026
4/1/2027
4/1/2028
4/1/2029
4/1/2030
4/1/2031
4/1/2041

Principal
Amount

Interest
Rate

$ 1,875,000
1,970,000
2,070,000
2,170,000
2,280,000
2,395,000
2,515,000
2,645,000
2,785,000
37,525,000

5.00%
5.00%
5.00%
5.00%
5.00%
5.00%
5.25%
5.25%
5.25%
5.50%

Annual
Interest

$

93,750 $
98,500
103,500
108,500
114,000
119,750
132,038
138,863
146,213
2,063,875

$ 58,230,000

Year Maturity
2011B
4/1/2015
4/1/2016
4/1/2017
4/1/2018
4/1/2019
4/1/2020
4/1/2021
4/1/2022

Principal
Amount

1,045,000
1,160,000
1,280,000
1,400,000
1,485,000
1,575,000
1,670,000
1,770,000

Interest
Rate

Annual
Interest

6.00%
6.00%
6.00%
6.00%
6.00%
6.00%
6.00%
6.00%

62,700
69,600
76,800
84,000
89,100
94,500
100,200
106,200

$ 11,385,000

Monthly
Interest

7,813 $
8,208
8,625
9,042
9,500
9,979
11,003
11,572
12,184
171,990

39,063
41,042
43,125
45,208
47,500
49,895
55,016
57,859
60,922
859,948

Balance 8/31/13

$ 1,299,578

Monthly
Interest

Accrued
Interest

5,225
5,800
6,400
7,000
7,425
7,875
8,350
8,850
Balance 8/31/13
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Accrued
Interest

26,125
29,000
32,000
35,000
37,125
39,375
41,750
44,250
$

284,625
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NOTE 8 – OPERATING LEASE
On January 15, 1997, the Authority entered into a lease-lease back arrangement to finance the
cost of certain improvements to the Civic Center Facility (“the Facility”). Under the
arrangement, the Authority created a Trust and leased (“the Headlease”) the Facility to a limited
liability corporation, which in turn leased (“the Sublease”) the Facility to the Authority’s Trust.
The Trust granted the Authority the exclusive right and responsibility for opening the Facility.
The terms of the Headlease and the Sublease contained provisions, which allow the lessee to
prepay the basic rent, which began on January 2, 1997, and continues through January 2, 2022,
and the renewal option rent, which begins on January 2, 2022, and continues through January 2,
2037. On January 15, 1997, the Sublessee exercised its option to prepay the basic and renewal
option rent. Simultaneous with the execution of the Headlease, the Authority entered into other
agreements which are part of the lease-lease back transaction.
Under the Sublease agreement, the Sublease has an option to purchase the Facility at a price
equal to the Facility’s cost multiplied by 105%. However, management of the Authority believes
the probability of executing the option purchase is unlikely.
To finance the Headlease rent payment and lease term renewal payment, the Headlessee entered
into a loan agreement with Hollandsched Bank – Unie, NV (“the Loan Participant”). As security
for the loan, the Loan Participant was granted a first priority security interest, mortgage lien in
the Facility, the Hotel and office complex facilities of the Headlessee and the Authority.
Additional financing for the Headlease and Sublease basic rent payment and term renewal
payment was provided by NationsBank Credit Commercial Corporation (“the Investment
Participant”) in exchange for all of the tax benefits of the lease transaction.
Accordingly, the Trust entered into a tax indemnification agreement with the Investment
Participant. Under the agreement, the Trust and the Authority would indemnify the Investment
Participant for any loss of tax benefits resulting from a failure to perform certain provisions of
the various agreements subject to certain limitations and exclusions.
As a result of the lease-leaseback transaction, all rent payments received upon the exercise of the
lease prepayment option were recorded as unearned income to be recognized annually on a
straight-line basis. The Authority recognizes $243,377 each year and did so during the year
ended August 31, 2014. At August 31, 2014 and 2013, the related liability was $4,624,154 and
$4,624,155, respectively.
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NOTE 9 – COMPENSATED ABSENCES
Full-time employees of the Authority accrue annual vacation at the rate of one day per month
during the first fifteen years of service; one and one-half days thereafter; and two days per month
after twenty-five years of service. Employees are eligible to take earned vacation time after six
months of service. The maximum amount of vacation an employee may carry-over to the next
year is forty days. Upon voluntary separation of employment from the Authority, employees
will be compensated for a maximum of forty day of unused vacation. Amounts earned but not
yet used totaled $385,953 at August 31, 2014 and 2013 and are included in accrued expenses on
the Consolidated Statements of Net Assets.
Full-time and part-time employees of the Hotel who have completed the requisite vesting periods
accrue Paid Time Off (“PTO”) that is equally divided between two types; Vacation PTO and
Holiday/Sick PTO. The rate of accrual is based on years of service and is accrued at a fixed rate
per hour worked. The maximum amount of PTO an employee may carryover to the next year is
also based on years of service. Upon voluntary separation of employment from the Hotel after a
minimum one year of service, the terminating employee is compensated for all vested and
available Vacation PTO.
Terminating employees are not compensated for remaining
Holiday/Sick PTO. All PTO amounts earned but not yet used totaled $811,704 and $784,016 at
August 31, 2014 and 2013, respectively, and are included in accrued expenses on the
Consolidated Statements of Net Assets.
NOTE 10 – PENSION AND SAVINGS PLAN
The Authority is the sponsor of a defined contribution pension and savings plan (“the Plan”) for
the benefit of all employees who have completed one half year of continuous service and have
attained the age of 21. The Authority contributes 7% of annual compensation of eligible
employees to the Plan. Employees participating in the Plan may make after-tax contributions
ranging up to 10% of their compensation. Participants are immediately vested in their voluntary
contributions plus earnings thereon. Vesting in the employer contribution account is based on
years of service. Participants are fully vested after seven years of service. The Authority’s
policy is to fund pension cost accrued. Total pension expense for the years ended August 31,
2014 and 2013 was $390,173 and $357,883, respectively.
The Hotel has a defined contribution pension plan (the “401k”) which provides that eligible
employees may defer payments of taxes on a portion of their salary by making contributions to
the 401k through payroll deductions. Individual employee benefits under the 401k are based
upon the amount accumulated for each eligible employee as a result of the Hotel’s contributions,
up to four percent of the employees’ contributions, and any voluntary contribution made by the
employee. The total pension expense for the years ended August 31, 2014 and 2013 was
$215,937 and $178,777, respectively.
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NOTE 11- CONTINGENCIES
The Authority has been named in a lawsuit which does not involve an actual claim against the
Authority but rather challenges the constitutionality of two legislative acts, which levy taxes for
the benefit of the Authority. The lawsuit is styled The City of Birmingham, Alabama, et al (“the
Plaintiff”) vs. the Birmingham-Jefferson Civic Center Authority, et al, Case No. CV-03-6523 and
CV-04-0532. This lawsuit is currently pending in the Circuit Court of Jefferson County,
Alabama. The lawsuit was initially brought by the City of Birmingham and Jefferson County as
a Declaratory Judgment action wherein the Plaintiffs asked the court for an interpretation of Act
No. 2003-357 (“the Act”) which was enacted at the 2003 Regular Session of the Alabama
Legislature. This Act authorizes the Authority to impose and collect a fee or charge in lieu of
taxes that would otherwise be levied on certain transactions engaged in at the facilities of the
Authority. The Declaratory Judgment action raised two issues: The first issue challenged the
constitutionality of the Act and that issue was originally decided in favor of the Plaintiffs by the
Circuit Court. On appeal to the Alabama Supreme Court, the Supreme Court issued its final nonappealable decision, which rejected the claims of the Plaintiffs and held the Act to be
constitutionally enacted by the Alabama Legislature. This ruling by the Alabama Supreme Court
validated the Act.
The second issue raised in the Declaratory Judgment action questions which events at the Civic
Center are within the scope of the Act and therefore subject to the fee in lieu of taxes collected
by the Authority, and which events are outside the scope of the Act and therefore are subject to
taxes levied by the state, county or municipality with respect to transactions related to the event.
The second issue is still pending in the Circuit Court and the parties are currently engaged in
discussions, which will allow clear definitions as to which events are subject to taxes and which
are subject to fees in lieu of taxes. The Authority is currently collecting fees in lieu of taxes on
events which it believes are within the scope of the Act, and within the guidelines being
discussed by the parties to the litigation.
A settlement has been finalized with the City of Birmingham in regard to this issue and the
Authority is negotiating with Jefferson County. It is believed that a settlement will be reached,
and this suit will be dismissed.
The Authority is involved in various other lawsuits. The lawsuits are in the early stages of
litigation, and no gain or loss contingency can be estimated. Consequently, no financial
statement accruals have been recorded. In the opinion of the Authority’s legal counsel, the
potential, adverse impact of these lawsuits would not have a material effect on the consolidated
financial statements.
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NOTE 12 – RELATED PARTY
The Sheraton Birmingham Hotel entered into a management agreement with the Sheraton
Operating Corporation, a related party, as of September 1, 2011. Sheraton Operating
Corporation received management fees of $2,794,571 and $2,614,982 for the years ended August
31, 2014 and 2013, respectively. At August 31, 2014 and 2013, Sheraton Birmingham Hotel had
accounts payable due to the Sheraton Operating Corporation in the amounts of $435,240 and
$484,518, respectively. Those amounts are included in accounts payable on the consolidated
statements of net assets.
The Westin Birmingham Hotel entered into a management agreement with the Sheraton
Operating Corporation, a related party. Sheraton Operating Corporation received management
fees of $1,520,639 and $678,292 for the year ended August 31, 2014 and for the period ended
August 31, 2013, respectively.
NOTE 13 – SIGNIFICANT EVENTS
On November 9, 2011 Jefferson County (“County”) filed a petition in bankruptcy under Chapter
9 of the United States Bankruptcy Code. Most of the outstanding debt obligations of the
Birmingham-Jefferson Civic Center Authority are secured by and payable from taxes collected
by the County. However, all of these taxes are authorized and levied under legislation adopted
by the Legislature of Alabama and approved by the Governor. None of the taxes require action
by the governing body of the County, although collection of most of the taxes is undertaken by
the County Director of Revenue, pursuant to authorization and direction of several acts of the
Legislature.
On December 3, 2013, Jefferson County emerged from bankruptcy after the sale of
$1,800,000,000 in new sewer warrants.
NOTE 14 – SUBSEQUENT EVENTS
The Authority has evaluated subsequent events through, January 16, 2015 which is the date the
consolidated financial statements were available to be issued and concluded that, other than the
event described in the preceding paragraph, no events or transaction occurred during that period
requiring recognition or disclosure.
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