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FINANCIAL STATEMENT

For Year Ended December 31, 1977
RECEIPTS:

g 3 o ey e B A O T D B A SO $260,431.82
) SO LRTA i et 6 B A A I E (LA At P S A O A D S DO B 843.00
Transfer Fees ... ...viiuiiiiiiieieiennnennnnns 5,291.00
A ssent Eees e ee s lete as s el ola el sl s s el ela s s 1,183.00
Prior Lessees Certificates ......ccovvevvieneeannns 670.00
Special Meetings ...........iiiiiiiniinneennnnnns 256.00
Mail Interviews ......c.oviiiiiiinnnrrnenenenenens 110.00
Miscellaneous Chargesi . o e s o sle sl aaels e 63.00
Land Purchase Fund —General ................. 9,888.72
Memberships ............ 1,000.00
4935055 8 ato) S e e S e 6,319.76
JEEATTOVO IS QG A T T O 6 2 o 0 B o (5 5 5 I A B 5 0 1,311.04
S IoSETE e s e e e (5 15 ) O T O O e R G B $287,367.34
CashiOn Hand  January 110 s e te 863.33
TUETENL i o 0 03 GO € 0300 EHTHOREHEALS £ B ) OGS G5 5 1 $288,230.67
DISBURSEMENTS:
Taxes Paid For Lessees:
AULO TaXES ..vvvnnerinntrieeannseneeennsenansanas $ 10,648.22
General Property —Lessees ............ccooveenn 76.243.60
Corp. Land & Buildings ..... 13,251.82
Salaries — Officers Fees & Expenses ............. 5,356.08
General ol e e s s 22,913.38
Employer’s Social Security Tax ..........c.0vv... 1,303.44
Unemployment Insurance ..............covvveennn 147.62
Office & Business Expense ..........ccvvvennnenn 10,489.27
Cemetery EXpense ........c.cceeieieiiireeennaanns 907.00
To Land Fund Reserves .............ccvvvveuunann 6,601.22
Income TAX ...« .u o smismmisesssssssioessssssssses
Lands & Highwaysh s e i alete
Education Committee
Rent Study Committee .......................... 450.00
Legal & Protest Matter .. .. ... iuiecisosessne: 10,478.24
Civic Contributions i e 625.00
Building Maintenance ..............oeeeeeenannns 2,455.17
Pension Trust EXpense ..........c.coeeeevenniennns 1,728.00
(033 Ty I RIBRTBERERTTN & oy eyniinrts 5 o0 0 A IO 0 A 5 E R 1,331.00
Miscellaneous EXpense ........cccvevvveereanennns 17.09
Refunds .......cvivviiiiiieiionnneenennnnnenenns 74.30
AN RO o o O I 0.6 6 8 S DO A I $246,137 83
Cash on Hand December 31, 1977 ................ 42,092.84
) £ P $288,230.67




Mr. President, Fellow Members:

The year 1977 has been a year
of activity and change. Two new
officers took their places in the
organization. Sam Dyson assumed
the position of leadership as pres-
ident of the Fairhope Single Tax
Corporation, succeeding Daphne
B. Anderson who had held that
position for ten years, with office
set up in the Library Room of
the Gaston Building which houses
the main business operation of
the Corporation.

Later in the year Frederick L
Boone was elected to fill the va-
cancy caused by the untimely
death of Marvin O. Berglin.

Other changes, some minor,
some of import, have been the
keynote of the year’s activities as
this report will show.

RENTS:

Total Charges $261,290.42
City 208,498.32
Country 52,792.10

Increase for 1977 2,555.89
City 1,151.89
Country 1,404.00

1978 Prepaid 6,202.45

1977 Unpaid 7,248.10

1976 Unpaid 671.25

Uncollected Rents 3%

Prepaid Rents 2.31%

No general adjustments to rents
have been made since the 1970
evaluation with the exception of
some changes in the Greeno Road
area, a 5% increase in commer-
cially zoned areas benefitted by
the public parking lot in the
central business district, and spe-
cial areas where specific benefits
have occurred, such as opening
and paving of streets.

This is the beginning of the
ninth year with no adjustment
for devaluation of the dollar and
for general growth —two main
influences in dollar values of
rents. If our principles are cor-
rect, in so doing every encourage-
ment is given to land speculation
on our leaseholds, increasing costs
to new businesses and homeown-
ers and allowing continuing
leaseholders the opportunity to
collect the unearned value be-
longing to the community.

TAXES:
Total Individual
Assessed Value $2,125,100.00
City 1,798,240.00
Country 326,860.00
Total Taxes $69,143.64
City 62,487.95

Country 6,655.69
Fairhope Single Tax Corporation
Land & Property Taxes $13,350.26

City 12,366.42

Country 983.84
Assessed Value of

Exempts —over 65  $98,000.00
Percent of Total

Assessed Value 4.7%
Tax Credits Allowed

for Auto Tax $10,684.22
Total Taxes $93,178.12

RE-APPRAISALS:

The results of the re-appraisal
of all of the Corporation lands as
mlrt of the re-evaluation of all

ds and property for ad valor-
em taxes under Federal Court
Order reflected the tremendous
growth and development in the
Mobile-Baldwin County area with
the resultant demand: for land,
both for use and for expected
use, as well as showing the ever
increasing devaluation of the dol-
ar.

As in any endeavor of this
kind, there were differences of
opinions of values and some dis-
crepencies in factual information,
especially due to the magnitude
of the work involved.

Your president, vice president
and secretary, with the able as-
sistance of Attorney Norborne C.
Stone, Jr. presented supportive
data for differing evaluations and
it is believed that most of the
errors in information have been
found and corrected.

Although the results of the
hearings are not known at this
time, it is expected that due con-
sideration has been given to
points presented in support of
the position taken by the Cor-
poration representatives. Should
there be any problems, revisions
by the Board of Equalization may
be requested before these values
become final.




EVALUATIONS (Approx)

H. L. Yoh Co. ES.TC.

City

lands $8,009,200.00 $4,668,500.00*

Country

lands  7,475,600.00 5,851,795.00
Increases in values are:

City lands—H. L. Yoh Co., 4
times present value; F.S.T.C.,
2.33 times present value.

Country lands—H. L. Yoh Co,,
30 times present value; F.S.T.C,,
23.4 times present value.

*Some of the large adjustments
here were due to the inclusion of
Park Lands and other valuable
lands not now the property of
Fairhope Single Tax Corporation
in the original H. L. Yoh Co.
evaluation.

LESSEE’'S EVALUATIONS:

The evaluation of the property
belonging to our lessees has not
yet been turned over to the Cor-
poration for processing but it
appears from some samplings
turned in by lessees that adjust-
ments in improvements will not
present as great a factor in tax
changes as those including land
values.

LAND TRANSACTIONS:

1976 1977

Transfers 172 160
Assents

to Mortgage 120 136
Personal

Interviews 101 103
Mail Interviews 5 S
Prior Lessees

Certificates 102 107
Bona Fide Sales 121 129
Total

Sales Price $2,097,269 $4,085,550
Average

Per Sale 17,332 31,918
Total

Mortgages 2,096,902 3,792,506
No. Mortgage Co. 12 16
No. Individual

Mortgagees 14 13

The market remained strong
with mortgage money available,
but with sales prices at a level
that is discouraging to persons of
modest means. Prices for average
home sales have advanced 84%
in one year. This may be due in
part to the price of new con-
struction included in these sales.
There have been at least 22 new

homes to be added to the assess-
ment rolls for 1978, and some
new business construction. Also,
the question of whether general
practice has included the advan-
cing price of land in the sales of
improvements has not yet been
resolved but indications seem to
bear this out.

LANDS & HIGHWAYS:
Total Expenditures ....$58,577.20
Greeno Road Sanitary

Sewer 22,161.32
Fig St. Storm Sewer 7,555.69
Fleming Road & Bay

Meadows, culverts 1,147.21
Parking Lot

Development, New 8,300.00
Engineering Develop-

ment & Planning 3,412.98
City Street

Improvement Program 16,000.00

All of the major lands and
highways items with the excep-
tion of the additional public
parking development were pre-
viously committed projects car-
ried over from other years.

Some new engineering work
has been done, particularly in the
development of some underused
and unused lands in the Greeno
Road area.

The Execulive Council has
temporarily discontinued consid-
eration of new subdivisions of
country lessees holdings.

An ad hoc committee composed
of John Parker, Frederick I
Boone and O. M. Rockwell was
appointed to present guildlines
for working out general plans for
these lands. The committee is not
yet ready to make its report.

Major problems confronting de-
velopers is sewer service and
drainage, besides the obvious
placing and paving of roads called
for in any additional use of
lands.

RESERVES:
General Fund:
1st National Bank of
Fairhope Certificates $ 85,000.00
Farmers & Merchants
Bank of Foley
Certificates 15,000.00
Baldwin County
Savings & Loan
Assoc. Certificates 16,165.44

Total ......ooovveenn.. $116,165.44




Land Fund:
1st National Bank of
Fairhope Certificates $ 20,000.00
1st National Bank of
Fairhope Pass Book

Savings 8,789.80
Total' .. cs il miees $ 28,789.80
Special Fund Reserves:

1st National

Certificates ......... $100,000.00

Tax Exempt

Securities 46,055.19

1st National Bank of

Fairhope Pass Book

Savings 147,983.97
Total! e ies $294,039.16
Increases:

General Fund — Ac-

crued Interest on

Certificate 941.30

Land Fund — Inter-

est, land receipts, ‘

memberships 6,738.01

Special Fund — —

Interest 13,623.55
Total Increase in

Reserves $ 21,302.86

FAIRHOPE COLONY
CEMETERY TRUST FUND:

January 1, 1977

Balance on hand $42,268.14
Receipts:
Interest — Bonds $ 13044

Certificates 1,441.56
Pass Books 99331

Total Interest 2,565.31

Grave Spaces 600.00
Total $45,433.45
Disbursements —

Maintenance (565.32)

December 31, 1977  $44,868.13

In November the Cemetery
Trust Fund moneys and securi-
ties were temporarily placed un-
der the care of the Fairhope
Colony Cemetery Fund trustees,
Wilburn L. Odom, Phil P. Dyson
and Frederick I. Boone. All earn-
ings on these moneys are to be
turned over to and spent by the
Fairhope Single Tax Corporation
for the maintenance of the Ceme-
tery.

Upon completion of the details
of this trust, the arrangement will
become permanent, with the a
pointment of the trustees e
only influence the Corporation
wfunilldshave in management of these

REFUNDS
Receipts:
Lessee’s Taxes
Refunded .......... $ 4680
Assessor’s Fees ....... 50
Internal Revenue
ServICe . .cisaom o aes 10.08
Leg. Exp., Ck
returned ........... 42.00
Officer’s Fees—
Nichols ............ 75.00
Dyson ............. 150.00
Alabama Income Tax.. 729.00
South Cent. Bell —
928-7669 ............ 36.73
928-8162 ......... ... 21580
Stopped pay’t on Ck .. 513
Total L h ey < s s & $1,311.04
Disbursements:

Assent Fees, dup. ....$ 30.00
Loan, lessee rent ...

EEGAL & PROTEST MATTER
Expenses — $10,478.24

This amount represents actual
eosts to the Corporation for legal
and other expenses incurred on
behalf of the Corporation in liti-
gation, legislative matters, and
for appeals on theé re-appraisals
for property taxes.

Bllls introduced in the Alabama
State Legislature in 1977 designed
to limit the Fairhope Single Tax
Corporation were not passed.

The suit filed in Circuit Court
of Baldwin County by Marjorie
Hoffren and Wayne J. Hoffren is
still pending. The judge has ruled
that it is the proper subject of a
class action. All information re-
quired to be furnished to the
plaintiffs has been furnished.

The re-appraisals matter is
treated under another heading.

RENT STUDY COMMITTEE

The Rent Study Committee
monitored the physical changes




in all lands of the corporaton,
presenting these changes to the
Executive Council for appropriate
action.

During the year the entire rent
program was re-examined for
any possible errors and for up-
dating of information. These
changes are now ready to be in-
corporated into the program.

Much information and data
pertaining to values was collected
and some areas for refinement of
the program considered.

EDUCATION COMMITTEE

The Education Committee
sponsored four classes in the
Fundamental Economics of Henry
George with a total of 47 grad-
uates.

In the Spring R. Lucier Rock-
well and Ruth E. Rockwell in-
structed one course with 18 en-
rolled and 17 graduates. Three of
these graduates later applied and
qualified as members of Fairhope
Single Tax Corporation.

In the Summer C. W. Arnold
and Donald Gooden instructed
one course with 14 enrolled and
12 certificates granted. Three of
these have also applied and qual-
fied as members of the Corpor-
ation.

In the Fall two courses were
conducted by Sam Dyson with a
total of 19 enrolled and 18 earn-
ing certificates. Four of these ap-
plied for membership and quali-
fied as members by the end of
the year. Eight others applied for
membership but had not com-
pleted requirements for member-
ship by the end of the year.

BOARD OF REVIEW

The Board of Review was ac-
tive during the year in settling
to the lessee’s satisfaction a com-
plaint addressed to it, it also
being in accord with the Execu-
tive Council.

Six other complaints were re-
ferred to the board. Of these,
two were currently subjects of
litigation so had to be deferred
pending completion of the case.

The four others could not be
negotiated because the complain-
ing lessees refused to meet with

the board, but instead demanded
arbitraton under a state statute
which is considered to be uncon-
stitutional. In view of this, action
in these cases was suspended.

EMPLOYEE PENSION PLAN

The Trustees and Pension
Committee of the Employee Pen-
sion Plan have completed termi-
nation of the plan and have
distributed the funds to the bene-
ficiaries of the plan according to
law.

MISCELLANEOUS:

A new Lease form and Appli-
cation for Land form were adop-
ted during the year. Copies of
these are available for inspec-
tion. An acknowledged Lease
Applicaticn Affidavit was insti-
tuted requiring all applicants for
leases to recognize that certain
information regarding Colony op-
eration and policy has been sup-
plied to them at the time of
application for the lease.

A new schedule of charges for
services was adopted and charge
for the Prior Lessees Certificate,
a time consuming title research,
was included. Fees to Council-
men were set at $75.00 per month
with reimbursement of actual ex-
penses. Lease transfer fees were
advanced to $50.00 and other ad-
justments made.

MEMBERSHIPS:

Death claimed two members
during the year.

Marvin O. Berglin was the vie-
tim of a tragic airplane crash in
April leaving vacant the position
of treasurer of the Corporation,
an office he had held for the en-
tire 22 years he was a member.
A native son and talented busi-
nessman, the corporation is much
poorer for his passing.

Abe D. Waldauer died in
Memphis during the year at an
advanced age. The holder of Cer-
tificate No. 160 issued May 2,
1931, he was a long time Single
Taxer and friend of the Colony,
having assisted in legal areas
through the years.

A record number of members
were added to the rolls during
the year as follows: New Cer-
tificate Holders: Curtis Michael




Arnold, William E. Baldwin, Ern-
est E. Brown, Jr., Thomas H.
Brown, E. B. Gwin, Jr., Matthew
Harris, Tamberlaine Harris, Rob-
ert W. Mitchell, Robert G. Mason,
William B. Nobles.

Spouses of Members Signing
the Constitution: Pamela S.
Bocne, Bertha Dyson, Mary H.
Field, Willette D. Gaston, Sherry
Hcffman, Richard P. Spater and
Ecsther M. Winberg.

Eight additional applicants were
given tentative approval, subject
ty» compliance with requirements,
these requirements not having
becen met by the end of the year.

Four applications were given
consideration and action deferred
or approval denied, in addition
to the above.

L’ENVOI

In closing, this challenge of
Henry George to us as deciples
seems appropriate: “The truth
that I have tried to make clear
will not find easy acceptance. If
that could be, it would have been
accepted long ago. If that could
be, it would never have been
obscured. But it will find friends
— those who will toil for it; suffer
for it; if need be, die for it. That
is the power of truth.”

Respectfully submitted,
Ruth E. Rockwell, Secretary




OFFICERS & COMMITTEES:

OFFICERS:

President ........cccoeveeeecnsisocrsosassosnansss Sam Dyson
Vice President ........coovvveiriennneenns Claude W. Arnold
SECTELATY . ..o o visv s e saie eiesiate maioisaloisiinisis Ruth E. Rockwell
Treasurer & Supt. Finances .............. Frederick I. Boone
Supt. Lands & Highways .............o...00. Marvin Nichols
Supt. Public Services ...........coooiiininn J. E. Gaston, Jr.
Supt. Industries ......cooeiiiiiiiiiiiiiian. 0. M. Rockwell
Supt. Public Health ..............coooninnn John S. Parker
TIrUSLEES ...vvvvecenccenaonsnsansasssonne B. H. Jennings, Jr.
Allan C. Hoffman
Olive W. Gaston

COMMITTEES:
Membership ......c.coviiiemmenennnnnnens Bruce K. Evans, Jr.
Frederick I. Boone
L. E. Dougherty
William A. Troup
Education .........cceeoesacioanssasecses Claude W. Arnold

0. M. Rockwell
John S. Parker
Converse Harwell
Donald W. Gooden

Cemetery Phll P. Dyson

Grace A. King
Frederick I. Boone

Organic School .........cociiiiiiinniaee. J. E. Gaston, Jr.
0. M. Rockwell

Beverly B. Jennings
Rent Study .....ccovvvernnnnnccccennnns R. Lucier Rockwell

Dian S. Arnold
David E. Rockwell

FINANCE ..ot vovenneneannononsssasssecasnnns J. E. Gaston, Jr.
Lester I. Boone
Frederick I. Boone

Pension Plan ..........ccoeeimeeecreeenn George C. Dyson, Jr.
Harford Field
Richard P. Spater

Pension Plan Trustees ..........ccvceeeeennn Lester 1. Boone

Board of ReVIEW ......cevueeeuorrnreanesanees Gale W. Rowe
John H. Wienand, Jr.

Fairhope Colony Cemetery Trustees ...... Wilburn L. Odom
Phil P. Dyson

Frederick I. Boone

Hospitality ........ccoceeneeiintencoecaesnnaes Dian S. Arnold
May Moss Parker
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FAIRHOPE SINGLE TAX CORPORATION

MINERAL FUND
12/31/84
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PARKER, FICKLING, HARTMANN & HANAK, P.C.
CERTIFIED PUBLIC ACCOUNTANTS
FAIRHOPE, ALABAMA

SAMUEL F. PARKER
LESLIE 7. FICKLING
XAVIER A. HARTRANN, i1}
J. KENNETH HANAK
WAYNE A. GRUENLOH
RUCKER T. TAYLOR, I

MEMBER, AMERICAN INSTITUTE OF
CERTIFIED PUBLIC ACCOUNTANTS

ACCOUNTANTS' OPINION

February 16, 1984

Members of the Executive Council of the
Fairhope Single Tax Corporation
Fairhope, Alabama

We have examined the balance sheet of the Fairhope Single Tax
Corporation as of December 31, 1983 and 1982, and the related statements
of operations and fund balances and changes in financial position for the
years then ended. Our examination was made in accordance with generally
accepted auditing standards and, accordingly, included such tests of the
accounting records and such other auditing procedures that we considered
necessary in the circumstances.

In our opinion, the accompanying financial statements referred
to above present fairly the financial position of the Fairhope Single
Tax Corporation as of December 31, 1983 and 1982, the results of its
operations and changes in financial position for the years then ended in
conformity with generally accepted accounting principles, applied on a
consistent basis.

fudoop b, Wy Lyenrn bl A C,

Certified Public Accountants

PARKER, FICKLING, HARTMANN & HANAK, P.C. CERTIFIED PUBLIC ACCOUNTANTS



FAIRHOPE SINGLE TAX CORPORATION
BALANCE SHEET

DECEMBER 31, 1983 AND 1982

ASSETS
1983 1982
CURRENT ASSETS
Cash:
On hand $ 200 $ 200
General Fund (Note 2) 210,786 258,222
Land Fund (Note 2) 213,742 332,233
Mineral Fund (Note 2) 319,275 140,095
Total cash 744,003 730,750
U. S. Treasury bill - General Fund
(face value $30,000) - 29,215
Prepaid Federal corporation income taxes 1,058 -
Accounts receivable - unpald rents and late charges 8,795 36,886
Accrued interest recelvable 19,719 20,162
Accounts receivable miscellaneous 953 2,084
Prepaid insurance 514 562
Total current assets 775,042 819,659
INVESTMENTS
Municipal Bonds (December 31, 1983 face value
$145,000, market value $131,897; December 31,
1982 face value $150,000, market value
$133,308) (Note 3) 142,172 145,937
Preferred stock (December 31, 1983 market value
$ 28,330; December 31, 1982 market value
$14,613) (Note 3) : 30,078 13,938
Total investments 172,250 159,875
PROPERTY, PLANT AND EQUIPMENT (at cost)
Land (Note 1) 1 1
Land - assessed and non assessed
improvements (Note 1) 652,663 530,320
Building 29,220 29,220
Furniture, fixtures and equipment 11,981 11,549
693,865 570,990
Accunmulated depreciation (34,676) (31,960)
Property, plant and equipment - net 659,189 539,030
TOTAL ASSETS $ 1,606,481 $ 1,518,564

PARKER, FICKLING, HARTMANN & HANAK, P.C. CERTIFIED PUBLIC ACCOUNTANTS




LIABILITIES AND EQUITY

CURRENT LIABILITIES

Accounts payable, trade

Accrued salaries payable

Accrued payroll taxes payable

Prepaid rents

Accrued corporation income taxes payable:
Federal
State of Alabama

Deferred income taxes

Accrued ad valorem taxes payable (Note 6)

Total current liabilities

NON CURRENT LIABILITIES
Deferred income taxes

TOTAL LIABILITIES
EQUITY
Memberships

Fund balances

Total equity

TOTAL LIABILITIES AND EQUITY

See notes to the financial statements.,

PARKER, FICKLING, HARTMANN & HANAK, P.C. CERTIFIED PUBLIC ACCOUNTANTS

1983 1982

$ 3,270 § 6,534
2,596 3,129
1,329 1,400
3,549 2,896

- 9,128

3,461 4,519
2,211 9,287

810 2,742

17,226 39,635
2,378 2,095
19,604 41,730
10,500 10,500
1,576,377 1,466,334
1,586,877 1,476,834

$ 1,606,481  $ 1,518,564




FAIRHOPE SINGLE TAX CORPORATION
STATEMENT OF OPERATIONS AND FUND BALANCES

FOR THE YEARS ENDED DECEMBER 31, 1983 AND 1982

1983 1982
REVENUE
Rents - net 8 309,356 301,994
Late charges 3,235 5,374
Lease fees 10,900 7,925
Assent fees 2,785 1,750
Prior lessees certificates 1,300 1,100
Special meetings and mail interviews 450 430
Miscellaneous income 109 110
Education committee 87 111
Interest earned on:
U. S. Treasury bill 2,105 3,666
Municipal bonds 8,439 8,560
Bank deposits:
General Fund 29,111 39,690
Land Fund 29,813 31,151
Mineral Fund 14,269 16,007
Seismic permit - 1,050
0il and gas lease 9,000 -
Dividends 2,717 1,427
Total revenue 423,676 420,345
OPERATING EXPENSES
Depreciation 2,716 2,527
Travel and convention 1,817 1,945
Lessees auto taxes 10,050 10,070
Ad valorem taxes 194,071 188,463
Officers' fees and expenses 6,320 6,260
Salaries 35,076 36,306
Payroll taxes 3,630 3,513
Education committee expense 179 1,221
Legal fees 6,672 4,080
Contributions 935 300
Miscellaneous 299 56
Utilities 1,968 1,948
Settlement of civil suit (Note 9) 14,179 -
Telephone 1,936 1,723
Insurance 863 689
Office supplies and expense 4,063 5,811
Appraisals 2,770 2,700
Property maintenance expenses 225 325
Accounting and audit fees 5,135 5,195
Henry George Monument - 20,804
Public relations 2,986 4,235
Repairs and maintenance 533 1,113
Total operating expenses 296,423 299,284

(carried forward)
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Total operating expenses (brought forward)

EXCESS OF REVENUE OVER EXPENSES BEFORE
OTHER EXPENSE

OTHER EXPENSE
Loss on sale of fixed asset

EXCESS OF REVENUE OVER EXPENSES BEFORE
PROVISION FOR INCOME TAXES

PROVISION FOR CORPORATE INCOME TAXES
Current
Deferred
Total provision for income taxes
EXCESS OF REVENUE OVER EXPENSES
FUND BALANCES, BEGINNING OF YEAR

FUND BALANCES, END OF YEAR

See notes to the financial statements.
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1983 1982
5 296,423 § 299,284
127,253 121,061
- 903
127,253 120,158
24,003 26,106
(6,793) (10,643)
17,210 15,463
110,043 104,695
1,466,334 1,361,639

$ 1,576,377 § 1,466,334




FAIRHOPE SINGLE TAX CORPORATION

STATEMENT OF CHANGES IN FINANCIAL POSITION

FOR THE YEARS ENDED DECEMBER 31, 1983 AND 1982

FUNDS WERE PROVIDED BY
From operations
Excess of revenue over expenses
Add: Depreciation, a non cash expense
Loss on sale of fixed assets
Less amortization of bond discounts - a
non cash income item
Total provided by operations

Proceeds from maturity of municipal bond
Proceeds from sale of fixed asset

Membership fees

Increase in non current deferred income taxes

Total funds provided

FUNDS WERE APPLIED TO
Expenditures for land improvements and equipment
Increase in investments

Total funds applied
INCREASE (DECREASE) IN WORKING CAPITAL

CHANGES IN COMPONENTS OF WORKING CAPITAL -
INCREASE (DECREASE)
Current assets
Cash
U. S. Treasury bill
Accounts receivable
Accrued interest receivable
Prepaid insurance
Prepaid income taxes

Current liabilities
Accrued ad valorem taxes payable
Accounts payable, trade
Accrued salaries payable
Accrued payroll taxes payable
Prepaid rents
Corporation income taxes payable
Deferred income taxes

INCREASE (DECREASE) IN WORKING CAPITAL

See notes to the financial statements.
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1983 1982
$ 110,043 $ 104,695
2,716 2,527
- 903
(1,235) (1,269)
111,524 106,856
5,000 -
- 101
- 200
283 412
116,807 107,569
122,875 57,554
16,140 6,880
139,015 64,434
$  (22,208) § 43,135
$ 13,253 $ 66,920
(29,215) 2,266
(29,222) (16,026)
(443) 2,914
(48) 410
1,058 (9,849)
(44,617) 46,635
(1,932) (4,534)
(3,264) 5,936
(533) 304
(71) 266
653 467
(10,186) 12,116
(7,076) (11,055)
(22,409) 3,500
$ (22,208) § 43,135




FAIRHOPE SINGLE TAX CORPORATION
NOTES TO THE FINANCIAL STATEMENTS

DECEMBER 31, 1983 AND 1982

NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Accounting method -~ The Corporation uses the accrual method of ac-
counting. Under the accrual method of accounting, income is recognized when
earned, rather than when collected and expenses are recognized when incurred,
rather than when paid.

Investments -~ The noncurrent portfolio of municipal bonds and
stocks are carried at cost. Premiums and discounts are being written off on
the straight line method from the date of acquisition to the maturity date
of the bonds. Other investments reflected in current assets are carried at
cost. Interest income on all investments is recognized on the accrual method
of accounting.

Land - The Corporation owns approximately 4,000 acres of land, more
or less, most of which was acquired at its inception or in its early years by
purchase or gift.

The Corporation maintained single entry accounting records until
January 1, 1979, at which time double entry accounting records were installed.
Records pertaining to historical cost of land are not readily available.
Management does not consider it feasible or practical to attempt to re-esta-
blish the original historical cost of land owned by the Corporation. There~
fore, land is reported at a $1.00 nominal cost, plus the cost of assessed
and non-assessed improvements.

Land - Assessed and non-assessed improvements - The Corporation his-
torically has been responsive to the public and private needs of the people
of Fairhope during its entire existence. The Corporation has deeded land to
the City of Fairhope when needed for public purposes such as parks, municipal
well and sewage plant sites. The Corporation has also paid assessments to the
City for public improvements such as new street paving, new sewer lines and
water lines, curbing and drainage projects. The Corporation has also volun-
tarily made many public improvements such as sidewalk construction, public
parking, sewer lines, drainage projects and other improvements. After com-
pletion, the ownership of these public improvements and the responsibility
for their maintenance rests with the City of Fairhope and not with the
Corporation.

The Corporation has not maintained a record of the total historical
cost invested in public improvements. Such a record has been maintained since
1966 and the improvements reflected on these financial statements reflect
the cost of assessed and non-assessed improvements made since that date.
Management does not consider it feasible or practical to attempt to re-
establish the historical cost of public improvements paid by the Corporation.
Therefore, the cost of assessed and non-assessed land improvements reflected
on the balance sheet at December 31, 1983 at $652,663 and December 31, 1982
at $530,320 are the accumulated historical cost of these improvements made
in 1966 and subsequently.
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NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Property maintenance expenses - Expenditures for repair and maintenance
are generally charged to income as incurred.

Depreciation - Depreciation is provided over the estimated useful life
of Corporate owned building and furniture, fixtures and equipment. Depreciation
is calculated on the straight line method for both financial statement and income
tax purposes.

Deferred income taxes - The Corporation . provides for deferred income
tax on all significant timing differences which represent the tax effect of trans-
actions reported for tax purposes in periods different than for financial state-
ment purposes. Investment tax credits are accounted for on the flow-through
method as a reduction of the provisions for income taxes in the year in which the
related property is placed in service.

NOTE 2 DETAILS OF GENERAL FUND CASH, LAND FUND CASH AND MINERAL FUND CASH

Cash in the General Fund, Land Fund and Mineral Fund was comprised of
the following balances at December 31:

1983 1982

GENERAL FUND:

Checking and savings accounts \ $ 51,570 $ 41,440

Certificates of deposit 220,000 275,000

Due (to) from Land Fund 14,435 16,782

Due (to) from Mineral Fund (75,219) (75,000)
TOTALS -~ GENERAL FUND $ 210,786 § 258,222
LAND FUND:

Checking and savings accounts $ _ 34,115 $ 60,407

Certificates of deposit 200,000 290,000

Due (to) from General Fund (14,435) (16,782)

Due (to) from Mineral Fund ____(5,938) _ (1,392)
TOTALS -~ LAND FUND $§ 213,742 S 332,233
MINERAL FUND:

Checking and savings accounts $ 3,118 $ 3,703

Certificates of deposit 235,000 60,000

Due (to) from Land Fund 5,938 1,392

Due (to) from General Fund 75,219 175,000
TOTALS - MINERAL FUND $ 319,275 $ 140,095
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NOTE 2 DETAILS OF GENERAL FUND CASH, LAND FUND CASH AND MINERAL FUND CASH (continued)

The Executive Council, on October 21, 1971, authorized the transfer to
the Land Fund all interest and other income derived from invested funds of the
Fairhope Single Tax Corporation. On September 1, 1983, this policy was modified
such that all Mineral Fund interest which was transferred to the Land Fund since
October 21, 1971, be returned to the Mineral Fund and all future interest and
other income derived from invested funds of the Mineral Fund remain therein.

In December 1982 and 1983 the General Fund borrowed $75,000 from the
Mineral Fund to provide additional cash not invested in interest bearing certi-
ficates of deposit to pay the Corporation's ad valorem taxes which were due by
December 31, 1982 and 1983. The $75,000 is to be paid back to the Mineral Fund
in 1983 and 1984 respectively when some of the General Fund Certificates of
deposit mature.

The inter fund receivables/payables reflect the balances due to and
from the respective funds to reflect their correct balances at December 31, 1983
and 1982,
NOTE 3 OWNERSHIP OF INVESTMENTS

Ownership of investments (at éost) was as follows at December 31:

1983 1982
Municipal Preferred Municipal Preferred
Bonds Stocks Bonds Stocks
General Fund $ 29,571 § - $ 29,523 $ -
Land Fund - 17,833 - 6,880
Mineral Fund 112,601 12,245 116,414 7,058
TOTALS $ 142,172 § 30,078 $ 145,937 $ 13,938

NOTE 4 INCOME TAXES

There are significant differences between the Corporation's income
for accounting purposes and income tax purposes. The major differences are 1)
income and expenses for financial statement purposes are reported on the accrual
method of accounting, but for income tax purposes income and expenses are re-
ported on the cash basis of accounting and 2) 1land improvements are not de-
preciated for financial statement purposes, but, for income tax purposes, land
improvements are depreciated on a straight line method for a period of ten years.

On October 6, 1983, the Executive Council approved that each Fund will
pay its share of income tax due effective for the year ended December 31, 1983.
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NOTE 5 AD VALOREM TAXES PAYABLE

Ad valorem taxes payable at December 31, 1983 and 1982 represent the
balance due on ad valorem taxes for which proper statements had not been received
from the Baldwin County Tax Collector at year end. These balances were paid in
the subsequent year upon presentation of proper statements.

NOTE 6 INDEBTEDNESS

The constitution of the Corporation prohibits the incurring of indebted-
ness. Article XVII states....'" No bonds or mortgages, or interest bearing
indebtedness of any kind shall ever be given or assumed by the Corporation."

NOTE 7 LEASES

The Corporation's primary source of revenue is rents derived from the
rental of its land. These rents are accounted for as an operating lease.

The term of each lease is 99 years with annual rental charge being
payable one-half on January lst and one-half on July lst of each year. The lessee
owns all improvements to the land, which is everything that is not the land itself.
This includes all buildings, fences, silos, trees, shrubbery, landscaping, drain-
age pipe or other improvements. The Corporation pays all ad valorem taxes on its
land and the leasehold improvements of lands (subject to the limitation that ad
valorem taxes paid on leasehold improvements are limited to the rental received).
The lease cannot be assigned or any portion of the leasehold sublet without the
written consent of the Corporation. The lease may be terminated by the lessee
after six months written notice to the Corporation subject to all rent due to the
end of such six months being paid in full.

NOTE 8 LAND IMPROVEMENTS - FAIRLAND SUBDIVISION

In December 1982 the Fairhope Single Tax Corporation made a payment
to the City of Fairhope, Alabama in the amount of $50,000 for part of its share
of the 1982 Street Improvement Assessment Project. In December 1983 the balance
of $79,943 was paid to the City. Also, $3,399 were incurred in additional
engineering fees which brought the total improvements cost to $133,342 for the
Fairland Subdivision.

NOTE 9 SETTLEMENT OF LAW SUIT

The Corporation was a defendant in a law suit brought by Crittenden
Enterprises, Inc. and Dale A. Crittenden against the Fairhope Single Tax Corpora-
tion. The suit claimed compensatory damages in the amount of $42,400.30 for
improvements to the Corporation's land plus interest. On June 15, 1983, the
jury awarded the plaintiff the claimed compensatory damages plus interest. The
total settlement plus court costs was $56,579. The Corporation capitalized the
$42,400 as land improvements and charged $14,179 to current year operatiomns.
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NOTE 10 PENDING LITIGATION

The Fairhope Single Tax Corporation is involved in the following
lawsuits which are now pending in the Circuit Court of Baldwin County, Alabama.

The first action now pending was instituted by Rudolph J. Rezner, Sr.
as a class action on behalf of all lessees of the Corporation to enjoin a pro-
posed dissolution of the Corporation. That aspect of the action has, in the
opinion of the Corporation's legal counsel, been rendered moot by the filing of
an offer of judgment by the Fairhope Single Tax Corporation to enjoin such dis-
solution in the manner complained of by the plaintiff. The complaint by the
plaintiff has been amended to allege mismanagement of funds and to ask for an
accounting with respect to funds received on the execution and delivery of an
0il, gas and mineral lease some six years ago. The action does ask that those
funds be distributed to lessees. The action also, asks for the payment of
damages by the individual defendants who served as officers and trustees of the
corporation.

The second suit was also instituted as a class action by Mark Williams,
Sybil Tobias and Wayne Hoffren. During 1983, Wayne Hoffren withdrew from this
suit. The plaintiffs allege in their complaint that the Corporation has
breached its fiduciary duty by expending funds in such a manner as to unequally
benefit members and officers, to discriminate against non-members in setting
rents, has limited or denied the right of non-members to assign their lease
or sell their improvements, has preferred members over non-members in granting
of leases, and has wrongfully amended its leases. The relief sought in this
action is: 1) "An accounting of the income and expenditures and assets of
the Corporation'; 2) A decreee allowing non-members lessees 'to participate
in those decisions that affect their interest"; and 3) A declaration that the
present restraints on the assignment of leases and sale of improvements are
illegal and void.

On September 9, 1980, an order was entered by the Circuit Court of
Baldwin County, Alabama consolidating the cases of Rezner, et al v. Fairhope
Single Tax Corporation, and Williams and Tobias et al v. Fairhope Single Tax
Corporation.
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Fairhope Single Tax Corp. Bulk Rate
336 Fairhope Ave. U. %XOIS'.IBGE
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PARKER, FICKLING, HARTMANN & HANAK, P.C.
CERTIFIED PUBLIC ACCOUNTANTS
FAIRHOPE, ALABAMA

SAMUEL F. PARKER
LESLIE T, FICKLING
XAVIER A. HARTMANN, il
J. KENNETH HANAK
WAYNE A. GRUENLOH
RUCKER T. TAYLOR, il
ROBERT E. GRANT, JR.

MEMBER, AMERICAN INSTITUTE OF
CERTIFIED PUBLIC ACCOUNTANTS

ACCOUNTANTS' OPINION

February 7, 1985, except for Note 2,
as to which the date is May 29, 1985

Members of the Executive Council of the
Fairhope Single Tax Corporation
Fairhope, Alabama

We have examined the balance sheets of the Fairhope Single Tax
Corporation as of December 31, 1984 and 1983, and the related statements
of operations and fund balances and changes in financial position for
the years then ended. Our examination was made in accordance with gener-
ally accepted auditing standards and, accordingly, included such tests
of the accounting records and such other auditing procedures that we
considered necessary in the circumstances.

In our opinion, the accompanying financial statements referred
to above present fairly the financial position of the Fairhope Single Tax
Corporation as of December 31, 1984 and 1983, the results of its opera-
tions and changes in financial position for the years then ended in con-
formity with generally accepted accounting principles, applied on a
consistent basis,

Certified Public Accountants
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FAIRHOPE SINGLE TAX CORPORATION
BALANCE SHEETS

" DECEMBER 31, 1984 AND 1983

ASSETS

1984 1983
CURRENT ASSETS
Cash:

On hand $ 200 $ 200
General Fund (Note 2) 466,855 377,358
Land Fund (Note 2) , 51,504 48,123
Mineral Fund (Note 2) 298,765 319,275
Total cash 817,324 744,956
Prepaid Federal corporate income taxes - 1,058
Accounts receivable - unpaid rents and late charges 11,504 8,795
Accrued interest receivable 13,386 19,719

Deferred income taxes 3,380 -
Prepaid insurance 552 514
Total current assets 846,146 775,042

INVESTMENTS (at cost)
Municipal Bonds (December 31, 1984 face value
$200,000, market value $194,417; December 31, 1983
face value $145,000, market value $131,897)
(Note 3) 197,848 142,172
Preferred stock (December 31, 1984 market value
$31,227; December 31, 1983 market value

$28,330) (Note 2 and 3) 32,528 30,078
Total investments 230,376 172,250
PROPERTY AND EQUIPMENT (at cost)

Land (Note 1) 1 1

Land - assessed and non assessed ,
improvements {(Note 1) 658,327 652,663
Building 29,220 29,220
Furniture, fixtures and equipment . . 11,981 11,981
699,529 693,865
Accumulated depreciation (37,312) (34,676)
Property and equipment - net 662,217 659,189
TOTAL ASSETS $ 1,738,739 g ;!gggaé§;
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LIABILITIES AND EQUITY

CURRENT LIABILITIES
" Accounts payable, trade
Accrued salaries payable
Accrued payroll taxes payable
Prepaid rents
Accrued corporata income taxes payable:
Federal
State of Alabama
Deferred income taxes
Accrued ad valorem taxes payable (Note 6)

Total current liabilities

NON CURRENT LIABILITIES
Deferred income taxes

TOTAL LIABILITIES
EQUITY
Memberships

Fund balances

Total equity

TOTAL LIABILITIES AND EQUITY

See notes to the financial statements.
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1984 1983
$ 3,944 3,270
2,661 2,596
1,277 1,329
1,974 3,549

149 -
3,843 3,461
- 2,211
10,922 810
24,770 17,226
1,713 2,378
26,483 19,604
10,500 10,500
1,701,756 1,576,377
1,712,256 1,586,877

$1,738,739  $_1.606,481

PRELIMINARY COPY

FOR DISCUSSION ONLY

Y




FAIRHOPE SINGLE TAX CORPORATION
STATEMENTS OF OPERATIONS AND FUND BALANCES

FOR THE YEARS ENDED DECEMBER 31, 1984 AND 1983

1984 1983
REVENUE .
Rents - net $ 308,782 309,356
Late charges 3,079 3,235
Lease fees 11,150 10,900
Assent fees 2,705 2,785
Prior lessees certificates 1,250 1,300
Special meetings and mail interviews : 390 450
Miscellaneous income 175 109
Education committee 82 87
Interest earned on: _
U. S. Treasury bill - 2,105
Municipal bonds : 11,424 8,439
Bank deposits:
General Fund (Note 2) 57,765 55,624
Land Fund (Note 2) 4,716 3,300
Mineral Fund . 21,228 14,269
Seismic permit 425 -
0il and gas lease 12,000 9,000
Dividends 3,966 2,717
Total revenue 439,137 423,676
OPERATING EXPENSES
Depreciation " 2,636 2,716
Travel and convention 3,325 1,817
Lessees auto taxes 9,667 10,050
Ad valorem taxes 190,498 194,071
Officers' fees and expenses 6,400 6,320
Salaries . 32,971 .35,076
Payroll taxes 2,587 3,630
Education committee expense - 179
Legal fees ~ 24,607 6,672
Contributions 1,170 935
Miscellaneous 112 299
Utilities ' ' 2,063 1,968
Settlement of civil suit (Note 9) - 14,179 -
Telephone 2,231 1,936
Insurance 778 863
Office supplies and expense 4,291 4,063
Appraisals 3,550 2,770
Property maintenance expenses 287 225
Accounting and audit fees 5,365 5,135
Public relations 2,262 2,986
Repairs and maintenance ' 622 533
Total operating expenses 295,422

(carried forward) PREL”V”NARY CO-PY‘
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FATRHOPE SINGLE TAX CORPORATION

STATEMENTS OF CHANGES IN FINANCIAL POSITION

FOR THE YEARS ENDED DECEMBER 31, 1984 AND 1983

1984 1983
FUNDS WERE PROVIDED BY
From operations
Excess of revenue over expenses $ 125,379 $ 110,043
Add: Depreciation, a non cash expense 2,636 2,716
Less amortization of bond discounts - a
non cash income item (1,049) (1,235)
Total provided by operations 126,966 111,524
Proceeds from maturity of municipal bonds 35,000 5,000
Increase in non current deferred income taxes - 283
Total funds provided 161,966 116,807
FUNDS WERE APPLIED TO
Expenditures for land improvements and equ1pment 5,664 122,875
Purchase of investments 92,077 16,140
Decrease in non current deferred income taxes 665 -
Total funds applied 98,406 139,015
INCREASE (DECREASE) IN WORKING CAPITAL $ 63,560 §__ (22,208)
CHANGES IN COMPONENTS OF WORKING CAPITAL -
INCREASE (DECREASE)
Current assets
Cash $ 72,368 $ 13,253
U. S. Treasury bill - (29,215)
Accounts receivable 2,709 (29,222)
Accrued interest receivable (6,333) (443)
Prepaid insurance 38 (48)
Prepaid income taxes (1,058) 1,058
Deferred income taxes 3,380 -
71,104 (44,617)
Current liabilities
Accrued ad valorem taxes payable ° 10,112 (1,932)
Accounts payable, trade 674 (3,264)
Accrued salaries and
payroll taxes payable 13 (604)
Prepaid rents (1,575) 653
Corporate income taxes payable 531 (10,186)
Deferred income taxes (2,211) (7,076)
7,544 (22,409)
INCREASE (DECREASE) IN WORKING CAPITAL $ 63,560 $ (22.208)

PRELIMINARY COPY
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See notes to the financial statements.
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FAIRHOPE SINGLE TAX CORPORATION
NOTES TO THE FINANCIAL STATEMENTS

DECEMBER 31, 1984 AND 1983

NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Accounting method - The Corporation uses the accrual method of ac-
counting. Under the accrual method of accounting, income is recognized when
earned, rather than when collected and expenses are recognized when incurred,
rather than when paid.

Investments - The noncurrent portfolio of municipal bonds and
stocks are carried at cost. Premiums and discounts are being written off on
the straight line method from the date of acquisition to the maturity date
of the bonds. Other investments reflected in current assets are carried at
cost. Interest income on all investments is recognized on the accrual method

of accounting.

Land - The Corporation owns approximately 4,000 acres of land, more
or less, most of which was acquired at its inception or in its early years by
purchase or gift.

The Corporation maintained single entry accounting records until
January 1, 1979, at which time double entry accounting records were installed.
Records pertaining to historical cost of land are not readily available.
Management does not consider it feasible or practical to attempt to re-esta-
blish the original historical cost of land owned by the Corporation. There-
fore, land is reported at a $1.00 nominal cost, plus the cost of assessed
and non-assessed improvements.

Land —Assessed and non-assessed improvements - The Corporation his-
torically has been responsive to the public and private needs of the people
of Fairhope during its entire existence. The Corporation has deeded land to
the City of Fairhope when needed for public purposes such as parks, municipal
well and sewage plant sites. The Corporation has also paid assessments to the
City for public improvements such as new street paving, new sewer lines and
water lines, curbing and drainage projects. The Corporation has also volun-
tarily made many public improvements such as sidewalk construction, public
parking, sewer lines, drainage projects and other improvements. After com-
pletion, the ownership of these public dimprovements and the responsibility
for their maintenance rests with the City of Fairhope and not with the
Corporation.

The Corporation has not maintained a record of the total historical
cost invested in public improvements. Such a record has been maintained since
1966 and the improvements reflected on these financial statements reflect the
cost of assessed and non-assessed improvements made since that date. Manage-
ment does not comsider it feasible or practical to attempt to re-establish
the historical cost of public improvements paid by the Corporation. Therefore,
the cost of assessed and non-assessed land improvements reflected on the
balance sheet at December 31, 1984 at $658,327 and December 31, 1983 at $652,663
are the accumulated historical cost of these improvements made in 1966 and

ubssmenthy PRELIMINARY COPY
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NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Property maintenance expenses - Expenditures for repair and maintenance
are generally charged to income as incurred.

Depreciation — Depreciation is provided over the estimated useful life
of Corporate owned building and furniture, -fixtures and equipment. Depreciation
is calculated on the straight line method for both financial statement and income
tax purposes.

Deferred income taxes - The Corporation provides for deferred income
tax on all significant timing differences which represent the tax effect of trans-
actions reported for tax purposes in periods different than for financial state-
ment purposes. Investment tax credits are accounted for on the flow-through
method as a reduction of the provisions for income taxes in the year in which the
related property is placed in service.

NOTE 2  DETAILS OF GENERAL FUND CASH, LAND FUND CASH AND MINERAL FUND CASH
Cash in the General Fund, Land Fund and Mineral Fund was comprised of
the following balances at December 31:

1984 1983
GENERAL FUND:
Checking and money market accounts $ 187,923 $ 51,570
Certificates of deposit 125,000 220,000
Due (to) from Land Fund 217,711 181,007
Due (to) from Mineral Fund (63,779)’J (75,219)

TOTALS - GENERAL FUND $§ 466,855 $ 377,358
LAND FUND: ‘
Checking and money market accounts $ 103,212 $ 35,068
Certificates of deposit [74@%%%%5&3 171,941 200,000
Due (to) from General Fund : (217,711) (181,007)
Due (to) from Mineral Fund (5,938) 8 (5,938)
TOTALS - LAND FUND :;g:izﬁg%g S 51,504 § 48212é
MINERAL FUND:
Checking and money market accounts $ 144,048 $ 3,118
Certificates of deposit 85,000 A 235,000
Due (to) from Land Fund 5,938 5,938
Due (to) from General Fund 63,779 75,219
TOTALS - MINERAL FUND $ 298,765 $ 319,275
(Continued) P il iVici i Ul
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NOTE 2 DETAILS OF GENERAL FUND CASH, LAND FUND CASH AND MINERAL FUND CASH (continued)

The Executive Council, on October 21, 1971, authorized the transfer to
the Land Fund all interest and other income derived from invested funds of the
Fairhope Single Tax Corporation. On September 1, 1983, this policy was modified
such that all Mineral Fund interest which was transferred to the Land Fund since
October 21, 1971, be returned to the Mineral Fund and all future interest and
other income derived from invested funds of the Mineral Fund remain therein.

On May 2, 1985, the Executive Council cancelled this resolution en-
tirely. The approved motion stated that all General Fund interest which was trans-
ferred to the Land Fund since October 21, 1971 be returned to the General Fund
and all future interest and other income derived from invested funds of the
General Fund remain therein, effective Decembér 31, 1984. The cash balances and
ownership of investments as of December 31, 1984 have been adjusted to reflect
the General and Land Fund balances, from this approved motion made May 2, 1985.

The financial statements at December 31, 1983 have been restated for
comparative purposes, to reflect the General and Land Fund cash and investments
balances and interest income from the approved motion of May 2, 1985.

NOTE 3 OWNERSHIP OF INVESTMENTS

Ownership of investments (at cost) was as follows at December 31:

‘ 1984 1983
Municipal Preferred Municipal Preferred
Bonds Stocks Bonds Stocks
General Fund $ 29,619 $ 20,283 $ 29,571 $ 17,833
Land Fund - ' - - -
Mineral Fund 168,229 12,245 112,601 12,245
TOTALS $197,848 $§ 32,528 § 142,172 $ 30,078

NOTE 4 INCOME TAXES . \

There are significant differences between the Corporation's income for
accounting purposes and income tax purposes. The major differences are 1) income
and expenses for financial statement purposes are reported on the accrual method
of accounting, but for income tax purposes income and expenses are reported on the
cash basis of accounting and 2) land improvements are not depreciated for finan-
cial statement purposes, but, for income tax purposes, land improvements are de-
preciated on a straight line method for a period of ten years.

On October 6, 1983, the Executive Council approved'that each Fund will
pay its share of income tax due effective for the year ended December 31, 1983.

PRELIMINARY COP’
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NOTE 5 AD VALOREM TAXES PAYABLE

Ad valorem taxes payable at December 31, 1984 and 1983 represent the
balance due on ad valorem taxes for which proper statements had not been received
from the Baldwin County Tax Collector at year end. These balances were paid in
the subsequent year upon presentation of proper statements.

NOTE 6 INDEBTEDNESS

The constitution of the Corporation prohibits the incurring of indebted-
ness. Article XVII states....''No bonds or mortgages, or interest bearing indebted-
ness of any kind shall ever be given or assumed by the Corporation."

NOTE 7 LEASES

The Corporation's primary source of revenue is rents derived from the
rental of its land. These rents are accounted for as an operating lease.

The term of each lease is 99 years with annual rental charge being
payable one-half on January lst and one-half on July lst of each year. The lessee
owns all improvements to the land, which is everything that is not the land itself.
This includes all buildings, fences, silos, trees, shrubbery, landscaping, drain-
age pipe or other improvements. The Corporation pays all ad valorem taxes on its
land and the leasehold improvements of lands (subject to the limitation that ad
valorem taxes paid on leasehold improvements are limited to the rental received).
The lease cannot be assigned or any portion of the leasehold sublet without the
written consent of the Corporation. The lease may be terminated by the lessee
after six months written notice to the Corporation subject to all rent due to the
end of such six months being paid in full.

NOTE 8 LAND IMPROVEMENTS -~ FAIRLAND SUBDIVISION

In December 1982 the Fairhope Single Tax Corporation made a payment to
the City of Fairhope, Alabama in the amount of $50,000 for part of its share of
the 1982 Street Improvement Assessment Project. In December 1983 the balance of
$79,943 was paid to the City. Also, $9,063 was incurred in additional engineer-
ing fees which brought the total improvements cost to $139,006 for the Fairland
Subdivision.

NOTE 9 SETTLEMENT OF LAW SUIT

The Corporation was a defendant in a law suit brought by Crittenden
Enterprises, Inc. and Dale A. Crittenden against the Fairhope Single Tax Corpora-
tion. The suit claimed compensatory damages in the amount of $42,400.30 for
improvements to the Corporation's land plus interest. On June 15, 1983, the
jury awarded the plaintiff the claimed compensatory damages plus interest. The
total settlement plus court costs was $56,579. The Corporation capitalized the

PARKER, FICKLING, HARTMANN & HANAK, P.C. CERTIFIED PUBLIC lCC
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NOTE 10 PENDING LITIGATION

The Fairhope Single Tax Corporation is involved in the following
lawsuits which are now pending in the Circuit Court of Baldwin County, Alabama.

The first action now pending was instituted by Rudolph J. Rezner, Sr.
as a class action on behalf of all lessees of the Corporation to enjoin a pro-
posed dissolution of the Corporation. That aspect of the action has, in the
opinion of the Corporation's legal counsel, been rendered moot by the filing of
an offer of judgment by the Fairhope Single Tax Corporation to enjoin such dis-
solution in the manner complained of by the plaintiff. The complaint by the
plaintiff has been amended to allege mismanagement of funds and to ask for an
accounting with respect to funds received on the execution and delivery of an
oil, gas and mineral lease some six years ago. The action does ask that those
funds be distributed to lessees. The action also, asks for the payment of
damages by the individual defendants who served as officers and trustees of the
corporation.

The second suit was also instituted as a class action by Mark Williams,
Sybil Tobias and Wayne Hoffren. During 1983, Wayne Hoffren withdrew from this
suit. The plaintiffs allege in their complaint that the Corporation has
breached its fiduciary duty by expending funds in such a manner as to unequally
benefit members and officers, to discriminate against non-members in setting
rents, has limited or denied the right of non-menbers to assign their lease
or sell their improvements, has preferred members over non-members in granting
of leases, and has wrongfully amended its leases. The relief sought in this
action is: "Anaccounting of the income and expenditures and assets of
the Corporation'; 2) A decree allowing non-member lessees '"to participate in
those decisions that affect their interest"; and 3) A declaration that the
present restraints on the assignment of leases and sale of improvements are
illegal and void.

On September 9, 1980, an order was entered by the Circuit Court of
Baldwin County, Alabama consolidating the cases of Rezner, et al v. Fairhope
Single Tax Corporation, and Williams and Tobias et al v. Fairhope Single Tax
Corporation. '

There is now pending a third action in the nature of a fraud claim
in the amount of $100,000.00 by Helen Stahl, a lessee, based upon the failure of
the corporation to reveal to her the true boundary of her leasehold.
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GENERAL FUND RECAP

EOY 1975 Land Fund owed General Fund (& Kocesd)
1976 transfer to General Fund(o/aowqa 42794 cO /fgo00 )

Bal. Due
1976 Membership

Y§/2.9Z 1 E&Q,VS‘: &¢99. Yo

1976 Improvex::;:,s‘/
Due .
1976 Int. (Gert. & Land)( 6778,6Y 556, ¥8)

(965,72

Due Land
1976 Land Purchase (Fm. Gen.)
Land Fund owes General

1977 Land Fund Int. in Gen.

o herant
ersnip .
08 Improvements — Ko fo
011 Fund X ‘
—— Land Expendlture—e!?n«pa.f WMMA,
Transfer to lLand Fund From Gen.
4,290.74(  0il Lease Rental -
1978 Land Fund Int. in Gen.
Gen. Interest
J Membership
ale Improvements
%To Land Fund (CD)[%AJ: &«fé)@% and)
To Land Fund ?

1979 Land Fund Int. in Gen.
0il Fund Gen. Interest _
Membership o
To Land: Fund - Lowchorecd €D
/ 0il Lease Rental
0il Bonds

- 4,290. 74 S~
19,368.77/ &
1980 Land Fund int. in Gen.

Gen. Int.~- .. /e

Membership

Total due Land Fund .
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T 1480.76)
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(80.76)
2,050.00 —
—1,969.7%
"7,665.12 1~
T 9,634.36
16,000.00
~(5,365.60)

( 5,055.16)

2,205.90
32205.90

7,493,410
3,942.90
( 2,658.32)

< 1,126.817
10,891.58
17,966.58
16,466.58

6,1466.58
4,310.12

8,868.23 -
22,663.13
23,488.13

(26,511.87)
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