CITY OF FAIRMOUNT, GEORGIA
FINANCIAL REPORT

For the Year Ended December 31, 2014



CITY OF FAIRMOUNT, GEORGIA

FINANCIAL REPORT

FOR THE FISCAL YEAR ENDED DECEMBER 31, 2014

FINANCIAL SECTION
Independent Auditor's Report

Management’s Discussion and Analysis

Basic Financial Statements:
Government-wide Financial Statements:
Statement of Net Position

Statement of Activities

Fund Financial Statements:
Balance Sheet — Governmental Funds....

Statement of Net Position .

Fund Balances — Budget (GAAP Basis) and Actual
Statement of Net Position — Proprietary Funds

Position — Proprietary Funds

Notes to Financial Statements

Supplementary Information:

INTERNAL CONTROL AND COMPLIANCE SECTION

in Accordance with Government Auditing Standards

TABLE OF CONTENTS
Page
1-2
vee3=7
8
9
10
Reconciliation of the Governmental Funds Balance Sheet to the
11
Statement of Revenues, Expenditures and Changes in Fund
Balances — Governmental FUNAS.....iieiniiirincnieincissinsircsincssssssesnsesnasesessessssssmsssenssssssssnssnsserossnsssssasne 12
Reconciliation of the Statement of Revenues, Expenditures, and Changes in
Fund Balances of Governmental Funds to the Statement of Activities ....... 13
General Fund - Statement of Revenues, Expenditures and Changes in
14-15
...... 16
Statement of Revenues, Expenses and Changes in Fund Net
17
Statement of Cash Flows — Proprietary Funds.......coccevmvmncrennserenceas 18
19-30
Schedule of Projects Constructed with Special Purpose Local Option Sales Tax 2006 ... 31
Schedule of Projects Constructed with Special Purpose Local Option Sales Tax 2012 32
Report on Internal Control Over Financial Reporting and on Compliance
and Other Matters Based on an Audit of Financial Statements Performed
33-34
35

Schedule of Findings and Responses




FINANCIAL SECTION




RL Jennings & Associates, PC
Certified Public Accountants

R. Lee Jennings, CFCA, CGMA, CPA Member 506 East Third Street
Mona Evans, CPA Rome, Georgia 30161
Joe Sapp, CPA American [nstitute of Phone 706.802.1945 Fax 706.802.1279
Thomas H. Evans, Jr., CPA Certified Public Accountants www.romecpa.com
Sherry L. Estes, CPA 14224 Highway 515 North, Suite 700
Katherine S. Washington, CPA Georgia Society of Ellijay, Georgia 30540
Kevin Dover, CPA Certified Public Accountants Phone 706.273.1945 Fax 706.273.1946
Marvin Chance, CPA www.ellijaycpa.com

INDEPENDENT AUDITOR’S REPORT

To the Honorable Mayor and Members
of the City Council
City of Fairmount, Georgia

We have audited the accompanying financial statements of the governmental activities, the business-type activities, each
major fund, and the aggregate remaining fund information of City of Fairmount, Georgia as of and for the year ended
December 31, 2014, and the related notes to the financial statements, which collectively comprise the City’s basic financial
statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance with
accounting principles generally accepted in the United States of America; this includes the design, implementation, and
maintenance of internal control relevant to the preparation and fair presentation of financial statements that are free from
material misstatement, whether due to fraud or error.

Auditor’s Responsibility

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

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective financial
position of the governmental activities, the business-type activities, each major fund, and the aggregate remaining fund
information of the City of Fairmount, Georgia, as of December 31, 2014, and the respective changes in financial position and,

where applicable, cash flows thereof for the year 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 for the
City of Fairmount on pages 3-7 and 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 June 29, 2015, on our
consideration of the City of Fairmount, Georgia’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 City of Fairmount, Georgia’s internal
control over financial reporting and compliance.

‘Qola ﬁ'e««uijc Vlolidocied, ,ﬂc

Ellijay, Georgia
June 29, 2015



MANAGEMENT'S DISCUSSION AND ANALYSIS FINANCIAL REPORT
CITY OF FAIRMOUNT, GEORGIA
DECEMBER 31, 2014

Our discussion and analysis of City of Fairmount's financial performance provides an overview of the City's financial
activities for the fiscal year ending December 31, 2014. Please review in conjunction with the City's financial statements.

REVIEWING THE ANNUAL REPORT

The annual report covers multiple financial statements. The Statement of Net Position and the Statement of Activities
supply data about the activities of the City as a whole and provide thorough information regarding the City's finances. For
government activities, these statements show how services were financed and what remains for future spending. Fund
financial statements show City operations in more detail than government-wide statements as they provide information
about the City’s most important funds.

FINANCIAL HIGHLIGHTS

Due to this yeat's operations, the City's Net Position are as follows: Net Position of business-type activities was $2,028,408
compared to $2,081,749 in 2013 and Net Position of governmental activities was $3,479,373 compared to $3,411,115 as
restated in 2013.

e The current year's governmental activities expenses totaled $659,305 as compared to $641,630 in 2013, a increase
of $17,675, due largely to a decrease in public safety and public works. The City generated $727,563 in revenues
for governmental programs compared to $654,384 in the previous year, due largely to a decrease in the City’s
LOST tax rate.

e For business-type activities, revenues were $126,018 compared to $110,910 in 2013. Expenses were $179,359
compared to $179,963 in 2013. Of these revenues, $121,378 was generated by water and sewer department
operations and $4,640 was generated by sanitation management operations.

e  The yearly cost for all City functions/programs was $838,664 compared to $821,593 in 2013.

THE CITY AS A WHOLE ANALYSIS

Since the Statement of Net Position and the Statement of Activities provide facts about the City as a whole; the statements
can help determine if a city has improved or deteriorated as a result of the year's activities. All assets and liabilities are
included in the statements using the accrual basis of accounting. The accrual method is comparable to the accounting used
by most private corporations. All current year revenues and expenses are included. It does not matter when cash is paid or
received.

These statements give an account of the City's net position and any changes in that position. However, to truly judge the
condition of the City, some non-financial factors must be considered. For example, a change in the tax base could greatly
affect the statements.

The Statement of Net Position and the Statement of Activities divide the City into two types of activities:

1)  Governmental activities: The City’s basic services are accounted for in this section, including fire, public works,
parks and general administration. property taxes, franchise fees, business licenses, and local option sales taxes
finance the majority of these activities.

2) Business-type activities: [tems included in this section are services for which the City charges a fee to help
cover all or most of the cost of the service it provides. The water and sewer system are reported here.



DETAILING THE MOST IMPORTANT FUNDS

The fund financial statements cover detailed information about the most important funds of the City. Certain funds are
mandated by State law and by Bond agreements. Other funds are established to manage money, meet legal requirements or
for certain taxes or grants.

e Government Funds: Basic services are reported in government funds. This section details how money flows in and
out of the funds and covers the balances left at year-end that are available for disbursement. Government funds are
reported using an accounting method called modified accrual accounting. This method measures cash and
financial assets that can easily be converted to cash. The governmental fund statements supply a detailed short-
range view of general government operations and basic services. Governmental fund data allows a city to
determine the financial resources that can be spent in the long-term to finance the cities programs.

e Proprietary Funds: Proprietary funds are those funds the City charges for services it provides, both to City units
and outside customers. Proprietary funds are reported in the Statement of Net Position and the Statement of
Activities. The City's enterprise funds, a component of proprietary funds, are the same as the business-type
activities we report in the government-wide statements, but they give more detailed information such as cash
flow. Another component of proprietary funds are internal service funds. Internal service funds cover activities
that provide supplies and services for City programs.

THE CITY AS A WHOLE

The largest component of the City's net position is its investment in capital assets (i.e. land, infrastructure, buildings,
equipment, and other). Outstanding debt exists on these assets in the form of capital leases and revenue bonds. Restricted
net position represents resources that are subject to external restrictions, constitutional provisions, or enabling legislation
on how they can be used. The City has net position at year-end that is restricted for the purposes of debt service and
construction of capital projects. The remaining portion of net position is unrestricted, which can be used to finance
governmental operations.

The largest component of the City's assets in the business-type activities is water and sewer infrastructure. There is no
long-term debt on the system.

The City's combined net position is $5,507,781 compared to $5,492,864 as restated in 2013. However, net position and
expenses from governmental and business-type activities must be reviewed separately. Table 1 focuses on the net position
and Table 2 focuses on the changes in net position of the City's governmental and business-type activities.



Current and Other Assets
Capital Assets
TOTAL ASSETS

Current Liabilities

TOTAL LIABILITIES

Investment in Capital Assets
Restricted

Unrestricted

TOTAL NET POSITION

TOTAL LIABILITIES AND NE1

POSITION

Program Revenues:

Charges for Services

Operating grants

Capital grants/contributions
General Revenues

Property Taxes

Other Taxes

Other General

TOTAL REVENUES

Program Expenditures:
General Government
Judicial
Public Safety
Public Works
Culture and Recreation
Housing and Development
Water and Sewer

Solid Waste

Total Expenses

Transfers In (Out)

CHANGE IN NET POSITION
NET POSITION, BEGINNING

PRIOR PERIOD RESTATEMENT
NET POSITION, ENDING

TABLE 1: NET POSITION

Governmental Activities Business Type Activities Totals

2014 2013 2014 2013 2014 2013
$ 915,461 % 973455 § 274230 $ 270,054 $ 1,189,691 §$ 1,243,509
2,609 140 2.501.735 2.066.263 2.123.285 4,675,405 4,625,020
24,601 § 3475190 $ 2340495 § 2393339 $§ S5.865.09 § _ 5.868.529
$ 45228 § 47433 $ 312,087 % 311,590 $ 357,315 % 359,023
45,228 47,433 312,087 311,590 357,315 359,023
2,609,140 2,501,735 2,066,265 2,123,285 4,675,405 4,625,020
91,971 143,469 - - 91,971 143,469
778,262 782,553 (37,857) (41,536) 740,405 741,017
3.479.373 3,427,757 2,028,408 2,081,749 5,507,781 5,509,506
$ 3524601 $ 3475190 § 2340495 $ 2,393,339 $ 5,865,096 $ 5,868,529

TABLE 2 - CHANGES IN NET POSITION

Governmental Activities Business Type Activities Totals
2014 2013 2014 2013 2014 2013

§ 148,583 § 152,544 % 124,338 ¢ 110,910 $ 272,921 ¢ 263,454
6,995 5,947 - - 6,995 5,947
103,676 81,944 - - 103,676 81,944
171,272 131,802 - - 171,272 131,802
294,720 281,103 - . 294,720 281,103
2,317 1,044 1,680 - 3,997 1,044
727,563 654,384 126,018 110,910 853,581 765,294
181,962 183,186 - - 181,962 183,186
31,043 31,263 - - 31,043 31,263
266,495 258,937 - - 266,495 258,937
115,639 102,801 - - 115,639 102,801
59,850 60,855 - - 59,850 60,855
4316 4,588 - - 4,316 4,588

- - 167,763 168,326 167,763 168,326

= = 11,596 11,637 11,596 11,637

659,305 641,630 179,359 179,963 838,664 821,593
68,258 12,754 (53,341) (69,053) 14,917 (56,299)
3,427,757 3,415,003 2,081,749 2,150,802 5,509,506 5,565,805

(16,642) - - - (16,642)
$ 3479373 $ 3427,757 $ 2,028408 $ 2,081,749 § 5,507,781 $ 5,509,506




The City's net position for Governmental Activities was $3,479,373 this year compared to $3,411,115 as restated last
year. Unrestricted net position was $778,262 this year, compared to $782,553 last year. Unrestricted net position is what
can be used to finance every-day operations without restrictions set by legislation, debt covenants, or other legal
regulations.

The net position of the City's Business-type Activities was $2,028,408 this year compared to $2,081,749 last year.
Unrestricted Net Position was $(37,857) compared to $(41,536) last year.

Total revenues for the current year were $853,581 compared to $765,294 last year. The total yearly cost of all programs
and services were $838,664 compared to $821,593 last year.

Table 3 details the cost of the City's major programs as well as each program's net cost (total cost less revenues generated
by the program). The net cost indicates the financial burden that was shifted to the city's taxpayers by each of these
programs.
Table 3
Governmental Activities
Net Cost (Revenue)

Total Cost of Services of Services
2014 2013 2014 2013

General Government $ 181,962 $ 183,186 $ 101,213 $ 102,507
Judicial 31,043 31,263 31,043 31,263

Public Safety 266,495 258,937 137,336 132,915

Public Works 115,639 102,801 75,149 83,457
Culture and Recreation 59,850 60,855 52,872 51,794
Housing and Development 4.316 4,588 2,438 (741)
TOTALS $659.305  $641,630 $ 400,051  $ 401,195

GOVERNMENTAL FUNDS

This year the governmental fund revenues were $709,098 compared to $627,839 last year, an increase of $81,259. This
year's governmental fund expenditures were $781,321 compared to $888,270 last year, due primarily to a decrease in
capital project expenditures for municipal building occurring in fiscal year 2013. Fund balance was $616,265 as compared

to $688,488 last year.

BUSINESS-TYPE ACTIVITIES

This year's Business-type Activities operating revenues (see Table 2) were $126,018 compared to $110,910 last year. This
years operating expenditures were $179,359 compared to $179,963 last year. The increase in revenues was largely due to
service charges for water and sewer. The increase in expenses was due in part to an increase in personnel expenditures.



BUDGETARY HIGHLIGHTS

The City Council revisits the budget several times during the year. The current year's budgets were defined as
follows:

TABLE 4
2014 BUDGET
O/A ACTUAL

ORIGINAL AMENDED VARIANCE* EXPENSES
GENERAL $ 947,208 $ 641,384 $ (305,829) $ 636,638
WATER AND
SEWER 111,688 111,688 - 167,763
SOLID WASTE 13,118 13.118 - 11.596
TOTAL $ 1,072,014 $ 766,190 $_ (305,824) $ 815997

*O/A refers to the variance between the Original Budget and the Amended

As a whole, the revenues and expenditures did not exceed the amended budget amounts for 2014. The General Fund
revenues were $20,725 under actual expenses, mainly due to the new city hall construction project. The Water and Sewer
Fund revenues were $46,385 under actual expenses, which was largely due to depreciation expense of $62,039. The Solid
Waste Fund revenues were $6,956 under expenses primarily because of personnel expenditures.

2014 ANALYSIS OF PROJECTS IN PROGRESS - the new city hall construction project which began in fiscal year 2011
continued during fiscal year 2014 and was completed in early fiscal year 2015.

CITY FUNDS

At year end, the City reported cash balances of $964,200 compared to $1,032,703 last year. Included in cash balances are
certificates of deposit in the amount of $332,292.

CAPITAL ASSETS

At the close of the year, the City had invested $6,677,094 in capital assets such as land, buildings and improvements,
equipment and infrastructure. These figures are before depreciation. Last year capital assets before depreciation were
$6,677,094. After depreciation of $2,001,689, the end of year total was $4,675,405. (See the note disclosure in Note 5 for
more detailed information.)

ECONOMIC ISSUES/UPCOMING YEARLY BUDGETS

City officials considered many issues when establishing the upcoming year's budget, tax rates, and fees.

CONTACT INFORMATION

This report has been created to give our citizens, taxpayers, customers, and creditors a summary of City finances and to
show allocation of the money it receives. If you have any questions regarding this report, or if you need additional
financial information, please contact:

Petrina Pritchett, City Clerk/Financial Officer
P.O. Box 705

Fairmount, GA 30139

Phone: 706-337-5306

Fax: 706-337-4676
cityoffairmount@comcast.net




CITY OF FAIRMOUNT, GEORGIA

STATEMENT OF NET POSITION

DECEMBER 31, 2014
Primary Government
Governmental Business-type
Activities Activities Total
ASSETS
Cash $ 609,025 $ 22,883 $ 631,908
Certificates of deposit 110,938 221,354 332,292
Accounts receivable, net 163,168 8,617 171,785
Due from other governments 20,639 - 20,639
Internal balances - - -
Inventories - 16,245 16,245
Prepaid items 11,691 5,131 16,822
Capital Assets: - - -
Land and construction in progress 1,158,234 303,725 1,461,959
Other capital assets, net of depreciation 1,450,906 1,762,540 3,213,446
Intangible assets, net of amortization - - -
Total assets 3,524,601 2,340,495 5,865,096
LIABILITIES
Accounts payable 15,713 31 15,744
Accrued liabilities 14,044 2,406 16,450
Unearned revenue 12,829 307,500 320,329
Customer deposits - 2,150 2,150
Short-term liabilities 2,642 - 2,642
Total liabilities 45,228 312,087 357,315
Net Position:
Net investment in capital assets 2,609,140 2,066,265 4,675,405
Restricted for:
Capital projects 89,973 - 89,973
Public safety 1,998 - 1,998
Unrestricted 778,262 (37,857) 740,405
Total net position $ 3,479,373 $ 2,028,408 $ 5,507,781

The notes to the financial statements are an integral part of this statement.
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CITY OF FAIRMOUNT, GEORGIA

BALANCE SHEET
GOVERNMENTAL FUNDS

DECEMBER 31, 2014
Nonmajor Fund -
Confiscated Assets Total Governmental
General SPLOST 2012 Fund Funds
ASSETS .
Cash $ 524,817 $ 82,210 $ 1,998 $ 609,025
Certificate of deposit 110,938 - - 110,938
Property taxes receivable, net 32,648 - - 32,648
Other taxes receivable, net 111,835 - - 111,835
Accounts receivable, net 18,685 - - 18,685
Due from other governments 12,876 7,763 - 20,639
Due from other funds - - - -
Prepaid items 11,691 - - 11,691
Total assets $ 823,490 $ 89,973 $ 1,998 $ 915,461
LIABILITIES
Accounts payable $ 15,713 $ - $ - $ 15,713
Accrued liabilities 14,044 - - 14,044
Total liabilities 29,757 - - 29,757
DEFERRED INFLOWS
Deferred property taxes 137,253 - - 137,253
Unavailable municipal court fines 12,220 - - 12,220
Unearned revenue 12,829 - - 12,829
Unavailable franchise taxes 107,137 - - 107.137
Total deferred inflows of resources 269,439 - - 269,439
FUND BALANCES
Nonspendable 11,691 - - 11,691
Restricted - 89,973 1,998 91,971
Assigned 33,474 - - 33,474
Unassigned 479,129 - - 479,129
Total fund balances 524,294 89,973 1,998 616,265
Total liabilities, deferred inflows of
resources and fund balances $ 823,490 $ 89,973 $ 1,998 $ 915,461

The notes to the financial statements f’(.f an integral part of this statement.



CITY OF FAIRMOUNT, GEORGIA

RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET
TO THE STATEMENT OF NET POSITION

DECEMBER 31, 2014

Total fund balances - governmental funds (page 10) $ 616,265

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

Capital assets used in governmental activities are not financial resources and, therefore, are not
reported in the governmental funds. The cost of these assets is $3,561,475 and the accumulated
depreciation is $952,335. 2,609,140

Certain receivables such as property taxes and fines, will be collected this year, but are not
available soon enough to pay for the current period's expenditures and, therefore, are deferred in

the governmental funds. In contrast, such revenues are reported in the statement of activities when
earned. 256,610

Long-term liabilities are not due and payable in the current period and, therefore, are not reported
as liabilities in the governmental funds. Long-term liabilities at year-end consist of:

Compensated absences (2,642)

Net position of governmental activities in the statement of net position (page 8) $ 3,479,373

The notes to the financial statements are an integral part of this statement.
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CITY OF FAIRMOUNT, GEORGIA

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES
GOVERNMENTAL FUNDS

FOR THE YEAR ENDED DECEMBER 31, 2014

REVENUES

Property taxes

Sales taxes

Franchise taxes
Business taxes
Licenses and permits
Intergovernmental
Charges for services
Fines and forfeitures
Investment earnings

Contributions

Miscellaneous revenues

Total revenues

EXPENDITURES

Current:

General government

Judicial

Public safety

Public works

Culture and recreation

Housing and development
Capital outlay:

General government

Public works

Culture and recreation

Total expenditures
Excess of expenditures over revenues
Net change in fund balances

Fund balances, beginning of year

Fund balances, end of year

Nonmajor Fund - Total
Confiscated Governmental
General SPLOST Assets Fund Funds
149,586 - 149,586
129,777 - 129,777
113,678 - 113,678
38,833 - 38,833
12,358 - 12,358
17,486 93,156 110,642
1,714 - 1,714
144,731 - 144,731
1,229 29 1,258
6,521 - 6,521
615,913 93,185 709,098
160,533 - 160,533
31,043 - 31,043
259,613 - 259,613
73,111 - 73,111
35,484 - 35,484
4,316 - 4,316
72,538 97,720 170,258
- 46,523 46,523
- 440 440
636,638 144,683 781,321
(20,725) (51,498) (72,223)
(20,725) (51,498) (72,223)
545,019 141,471 1,998 688,488
524,294 89,973 1,998 616,265

The notes to the financial statements fae an integral part of this statement.



CITY OF FAIRMOUNT, GEORGIA

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES,
AND CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS
TO THE STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED DECEMBER 31, 2014

Net change in fund balances - total governmental funds (page 12) $ (72,223)

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

Capital outlays are reported as expenditures in governmental funds.
However, in the statement of activities, the cost of capital assets is allocated
over their estimated useful lives as depreciation expense. The following is the
amount by which capital outlays exceeded depreciation expense in the current

period.
Capital outlays S 215,316
Depreciation expense (90,658) 124,658

Governmental funds do not present revenues that will not be collected for

several months after the City's year ends and, therefore, are not considered

"available" to pay current obligations. Those revenues are deferred in the

governmental funds. In contrast, such revenues are reported in the statement

of activities when earned. Deferred revenues increased by this amount in the

current period. 17,845

Certain expenses reported in the statement of activities do not require the use
of current financial resources and, therefore, are not reported in
governmental funds. These activities consist of:

Increase in compensated absences (2,022)

Change in net position of governmental activities (page 9) $ 68,258

The notes to the financial statements are an integral part of this statement.
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GENERAL FUND

CITY OF FAIRMOUNT, GEORGIA

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN
FUND BALANCE - BUDGET (GAAP BASIS) AND ACTUAL

FOR THE YEAR ENDED DECEMBER 31, 2014

Révenues
Property taxes
General sales taxes
Selective sales taxes
Franchise taxes
Business taxes
Licenses and permits
Intergovernmental
Charges for services
Fines and forfeitures
Investment earnings
Contributions
Miscellaneous revenues

Total revenues

Expenditures
Current:
General government:
Legislative
Executive - mayor
Executive - administration
Elections
Financial administration
General government buildings
Customer support
Judicial:
Municipal court
Public safety:
Police administration
Custody of prisoners
Traffic patrol
Police property
Animal control
Fire protection
Public works:
Streets
Street lighting
Cemetery
Culture and recreation:
Community center
Park and recreation
Pavilion
Scout hut
Tate/Central Park
Library

Variance
Budgeted Amounts with Final
Original Final Actual Budget
127,458 $ 149,586 149,586 -
115,000 111,424 111,424 -
20,500 18,353 18,353 -
116,100 113,678 113,678 -
35,500 38,833 38,833 -
11,585 12,358 12,358 -
16,491 17,486 17,486 -
4,305 1,714 1,714 -
100,000 144,731 144,731 -
550 1,229 1,229 -
100 - - -
5,355 6,521 6,521 -
552,944 615,913 615,913 -
5,229 4,793 4,793 -
10,667 7,949 7,949 -
20,280 19,578 19,578 -
- 284 284 -
149,366 100,421 100,421 -
12,500 13,044 13,044 -
42,668 14,464 14,464 -
32,693 31,043 31,043 -
126,997 67,049 67,049 -
3,500 3,960 3,960 -
152,009 187,072 187,072 -
7,500 1,532 1,532 -
57,548 44,494 44,494 -
26,500 26,254 26,254 -
2,950 2,363 2,363 -
9,120 8,891 8,891 -
6,500 4,533 4,533 -
600 533 533 -
1,000 816 816 -
5,200 5,767 5,767 -
19,926 14,944 14,944 -
continued

The notes to the financial statements are an integral part of this statement.
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CITY OF FAIRMOUNT, GEORGIA
GENERAL FUND

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN
FUND BALANCE - BUDGET (GAAP BASIS) AND ACTUAL

FOR THE YEAR ENDED DECEMBER 31, 2014

concluded Variance
Budgeted Amounts with Final
Original Final Actual Budget
Housing and development:
Building inspection $ 4,455 S 4,316 $ 4,316 $
Capital outlay:
General government:
Financial administration - - -
General government buildings 250,000 72,538 72,538
Total expenditures 947,208 636,638 636,638
Excess (deficiency) of revenues
Over expenditures (394,264) (20,725) (20,725)
Other financing sources (uses)
Prior Year Surplus 394,264 - -
Total other financing
sources (uses) 394,264 - -
Net change in fund balances - (20,725) (20,725)
Fund balance, beginning of year 545,019 545,019 545,019
Fund balance, end of year $ 545,019 $ 524,294 $ 524,294 $

The notes to the financial statements are an integral part of this statement.
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CITY OF FAIRMOUNT, GEORGIA

STATEMENT OF NET POSITION
PROPRIETARY FUNDS

DECEMBER 31, 2014

Enterprise Funds

Water and Sewer Nonmajor Fund -
Fund Solid Waste Fund Total
ASSETS
Current assets:
Cash $ 22,883 $ - 22,883
Certificates of deposit 221,354 - 221,354
Accounts receivable, net 8,617 - 8,617
Inventories 16,245 - 16,245
Prepaid items 5,131 - 5,131
Total current assets 274,230 - 274,230
Noncurrent assets:
Capital assets:
Land and construction in progress 303,725 - 303,725
Other capital assets, net of depreciation 1,752,061 10,479 1,762,540
Intangible assets, net of amortization - - -
Total noncurrent assets 2,055,786 10,479 2,066,265
Total assets 2,330,016 10,479 2,340,495
LIABILITIES
Current liabilities:
Accounts payable 31 - 3
Accrued liabilities 2,406 - 2,406
Due to other funds - - -
Total current liabilities 2,437 - 2,437
Noncurrent liabilities:
Customer deposits 2,150 - 2,150
Unearned revenue 307,500 - 307,500
Total noncurrent liabilities 309,650 - 309,650
Total liabilities 312,087 - 312,087
Net Position:
Net investment in capital assets 2,055,786 10,479 2,066,265
Unrestricted 37,857) - (37,857)
Total net position 2,017,929 $ 10,479 2,028,408

The notes to the financial statements are an integral part of this statement.



CITY OF FAIRMOUNT, GEORGIA

PROPRIETARY FUNDS

STATEMENT OF REVENUES, EXPENSES AND CHANGES IN FUND NET POSITION

FOR THE YEAR ENDED DECEMBER 31, 2014

Operating revenues:
Water charges
Sewer charges

Solid waste charges
Water tap fees

Sewer tap fees

Total operating revenues

Operating expenses:
Personal services
Contractual and professional services
Repairs and maintenance
Materials and supplies
Insurance
Utilities
Other expenses
Depreciation and amortization

Total operating expenses
Operating income (loss)

Nonoperating revenues:
Interest income

Total nonoperating revenues
Ineome (Loss) before transfers

Transfers in
Transfers out

Change in net position
Net position, beginning of year

Net position, end of year

The notes to the financial statements are an integral part of this statement.

Enterprise Funds

Water and Sewer

Nonmajor Fund -

Fund Solid Waste Fund Total
40,589 $ - $ 40,589
68,834 - 68,834
- 4,640 4,640
6,875 - 6,875
3,400 - 3,400
119,698 4,640 124,338
46,848 8,121 54,969
1,466 2,803 4,269
7,413 - 7,413
3,563 - 3,563
15,110 - 15,110
24,244 - 24,244
7,080 - 7,080
62,039 672 62,711
167,763 11,596 179,359
(48,065) (6,956) (55,021)
1,680 - 1,680
1,680 - 1,680
(46,385) (6,956) (53,341)
4,011 10,924 14,935
(10,924) 4,011) (14,935)
(53,298) 43) (53,341)
2,071,227 10,522 2,081,749
2,017,929 $ 10,479 $ 2,028,408




CITY OF FAIRMOUNT, GEORGIA

STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS
FOR THE YEAR ENDED DECEMBER 31, 2014

Enterprise Funds

Water and Nonmajor Fund -
Sewer Fund Selid Waste Fund Total
CASH FLOWS PROVIDED BY (USED IN) OPERATING ACTIVITIES
Receipts from customers $ 121,856 $ 4,638 s 126,494
Payments to suppliers and service providers (57,489) (2,803) (60,292)
Payments to employees (46,496) (8,748) (55,244)
Net cash provided by (used in) operating activities 17,871 (6,913) 10,958
CASH FLOWS PROVIDED BY INVESTING ACTIVITIES
Interest income 1,680 - 1,680
Purchase of certificate of deposits (1,674) - (1,674)
Net cash provided by investing activities 6 - 6
CASH FLOWS (USED IN) CAPITAL AND RELATED
FINANCING ACTIVITIES
Purchase and construction of capital assets (5,690) - (5,690)
CASH FLOWS (USED IN) NON-CAPITAL AND RELATED
FINANCING ACTIVITIES
Interfund loans received - - -
Repayment of interfund loans (2,414) - (2,414)
Transfers from other funds 4,011 10,924 14,935
Transfers to other funds (10,924) (4,011) (14,935)
Net cash (used in) provided by financing activities (15,017) 6,913 (2,414)
Net increase in cash 2,860 - 2,860
Cash, beginning of year 20,023 = 20,023
Cash, end of year $ 22,883 $ - $ 22,883
Reconciliation of operating income (loss) to net
cash provided by (used in) operating activities:
Operating (loss) $ (48,065) $ 6,956) $ (55,021)
Adjustments to reconcile operating income (loss) to net
cash provided by (used in) operating activities:
Depreciation 60,842 672 61,514
Amortization 1,197 - 1,197
(Increase) decrease in accounts receivable 1,333 - 1,333
(Increase) decrease in prepaid items (283) - (283)
(Increase) decrease in inventories 1,722 - 1,722
Increase (decrease) in accounts payable (52) - (52)
Increase (decrease) in accrued liabilities 352 (629) (277)
Increase (decrease) in customer deposits 825 - 825
Net cash provided by (used in) operating activities $ 17,871 $ (6,913) $ 10,958

The notes to the financial statements are an integral part of this statement.
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CITY OF FAIRMOUNT, GEORGIA
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2014

NOTE 1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements of City of Fairmount, Georgia (the “City”) have been prepared in conformity
with accounting principles generally accepted in the United States of America (GAAP) as applied to
government units. The Governmental Accounting Standards Board (GASB) is the accepted standard
setting body for establishing governmental accounting and financial reporting principles. The more
significant of the City’s accounting policies are described below.

Reporting Entity

In evaluating how to define the City, for financial reporting purposes, management has considered all
potential component units. The City’s financial statements include the City’s accounts of all operations.
The criteria for including organizations within the City’s reporting entity, as set forth in Governmental
Accounting Standards Board’s Statement No. 14 (GASB 14), ”The Financial Reporting Entity”, is
financial accountability. Financial accountability is defined as appointment of a voting majority of the
component unit’s board and either the ability to impose will by the primary government or the
possibility that the component unit will provide a financial benefit to or impose a financial burden on
the primary government. As of December 31, 2014, there are no component units included in the
financial statements of the City.

As required by accounting principles generally accepted in the United States of America, the financial
statements of the reporting entity include those of the City of Fairmount, Georgia (the “primary
government”).

Government-Wide and Fund Financial Statements

The government-wide financial statements (i.e., the Statement of Net Position and the Statement of
Activities) report information on all of the non-fiduciary activities of the primary government. For the
most part, the effect of interfund activity has been removed from these statements. Governmental
activities, which normally are supported by taxes and intergovernmental revenues, are reported
separately from business-type activities, which rely to a significant extent on fees and charges for
support.

Separate financial statements are provided for governmental funds and proprietary funds. Major
individual governmental funds and major individual enterprise funds are reported as separate columns
in the fund financial statements.

The Statement of Activities demonstrates the degree to which the direct expenses of a given function or
segment is offset by program revenues. Direct expenses are those that are clearly identifiable with a
specific function or segment. Program revenues include 1) charges to customers or applicants who
purchase, use, or directly benefit from goods, services, or privileges provided by a given function or
segment and 2) grants and contributions that are restricted to meeting the operational or capital
requirements of a particular function or segment. Taxes and other items not properly included among
program revenues are reported instead as general revenues. The comparison of direct expenses and
program revenues identifies the extent to which each program function is self-financing or draws from
the general revenues of the City.
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CITY OF FAIRMOUNT, GEORGIA
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2014

NOTE 1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Measurement Focus, Basis of Accounting and Basis of Presentation

The government-wide financial statements are reported using the economic resources measurement
Jocus and the accrual basis of accounting, as are the proprietary fund and the fiduciary fund financial
statements. Revenues are recorded when earned and expenses are recorded when a liability is incurred,
regardless of the timing of the related cash flows. Property taxes are recognized as revenues in the year
for which they are levied. Grants and similar items are recognized as revenue as soon as all eligibility
requirements imposed by the provider have been met.

Governmental fund financial statements are reported using the current financial resources measurement
Jocus and the modified accrual basis of accounting. Revenues are recognized as soon as they are both
measurable and available. Revenues are considered to be available when they are collectible within the
current period or soon enough thereafter to pay liabilities of the current period. For this purpose, the
City considers revenues to be available if they are collected within 60 days of the end of the current
fiscal period. Expenditures generally are recorded when a liability is incurred, as under accrual
accounting. However, debt service expenditures, as well as expenditures related to compensated
absences and claims and judgments, are recorded only when payment is due.

Property taxes, sales taxes, franchise taxes, licenses, and investment income associated with the current
fiscal period are all considered to be susceptible to accrual and so have been recognized as revenues of
the current fiscal period. All other revenue items are considered to be measurable and available only
when cash is received by the City.

The City reports the following major governmental funds:

The General Fund is the City’s primary operating fund. It accounts for all financial resources of
the general government, except those required to be accounted for in another fund.

The Special Purpose Local Option Sales Tax Fund (SPLOST Fund) is used to account for the
revenues and expenditures relating to the 2006 and 2012 1% Special Purpose Local Option Sales
Tax.

The City reports the following major proprietary fund:

The Water and Sewerage Fund is used to account for the receipts from services billed to customers
and the payment of costs of collection.

All proprietary funds are accounted for using the accrual basis of accounting. These funds account for
operations that are primarily financed by user charges. The economic resources measurement focus
concerns determining costs as a means of maintaining the capital investment and management control.
Their revenues are recognized when they are earned and their expenses are recognized when they are
incurred. Proprietary funds distinguish operating revenues and expenses from non-operating items.
Operating revenues and expenses generally result from providing services and producing and
delivering goods in connection with a proprietary fund’s principal ongoing operations. The principal
operating revenue of the enterprise fund is charges to customers for sales and services provided.
Operating expenses for the enterprise fund includes the cost of sales and services, administrative
expenses, and depreciation on capital assets. All revenues and expenses not meeting this definition are
reported as non-operating revenues and expenses.
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CITY OF FAIRMOUNT, GEORGIA
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2014

NOTE 1.

D.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Cash and Cash Equivalents

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

Interfund Receivables and Payables

Activity between funds that are representative of Iending/borrowing arrangements outstanding at the
end of the fiscal year as well as all other outstanding balances between funds are reported as “due
to/from other funds.” Any residual balances outstanding between the governmental activities and
business-type activities are reported in the government-wide financial statements as “internal
balances.”

Inventories

Inventories consist of supplies and are stated at cost. Inventories are accounted on the first-in, first-out
(FIFO) method of accounting for inventories. The City uses the purchases method of accounting for
inventories, in which materials and supplies are recorded as expenses when purchased and are adjusted
as inventory when accounted for at interval periods during the year or at year-end.

Prepaid Items

Certain payments to vendors reflect costs applicable to future accounting periods and are recorded as
prepaid items in both government-wide and fund financial statements.

Capital Assets

Capital assets, which include property, plant, equipment, and infrastructure assets (e.g., roads, bridges,
sidewalks, and similar items), are reported in the applicable governmental or business-type activities
columns in the government-wide financial statements. In accordance with GASB 34, infrastructure
assets acquired prior to July 1, 2004, have been capitalized as of December 31, 2014. Capital assets are
defined by the City as assets with an initial, individual cost of $1,000 and an estimated useful life in
excess of two years. Such assets are recorded at historical cost or estimated historical cost if purchased
or constructed. Donated capital assets are recorded at estimated fair market value at the date of
donation.

The costs of normal maintenance and repairs that do not add to the value of the asset or materially
extend useful lives are expensed as incurred.

Capital assets of the primary government are depreciated using the straight-line method over the
following useful lives:

Asset Category Years
Infrastructure 20to50
Buildings and improvements 15to S0
Machinery and equipment 3to 15
Vehicles Sto 15
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CITY OF FAIRMOUNT, GEORGIA
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2014

NOTE 1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Intangible Assets

Intangible assets consists of water assessment study and plan with a cost of $14,359. The intangible
costs are amortized over the estimated term of their usefulness of 5 years. For the year ended
December 31, 2014, the amount of amortization included in expense was $1,197.

Compensated Absences

It is the City’s policy to permit employees to accumulate earned but unused vacation and sick pay
benefits during the year. The City has a policy to pay the unpaid accumulated vacation and sick pay
when employees separate from service. Therefore, a liability has been accrued for accumulated unpaid
benefits. A liability for these amounts is reported in governmental funds only if they have matured, for
example, as a result of employee resignations and retirements.

Deferred Outflows / Inflows of Resources

In preparing the accompanying financial statements, the City has implemented GASB Statement No.
63, Financial Reporting of Deferred Outflows of Resources, Deferred Inflows of Resources, and Net
Position, and No. 65, Items Previously Reported as Assets and Liabilities. These new standards
establish accounting and financial reporting for deferred outflows / inflows of resources and the
concept of net position as the residual of all other elements presented in a statement of financial
position.

In addition to liabilities, the Statement of Net Position will sometimes report a separate section for
deferred inflows of resources. This separate financial statement element, deferred inflows of resources,
represents an acquisition of net position that applies to a future period and so will not be recognized as
an inflow of resources (revenue) until that time. Items which qualify to be reported within this element
include property taxes levied in 2014 for the 2015 budget and certain unavailable revenues under the
current financial resources measurement focus. Accordingly, such items appear in the governmental
funds balance sheet as deferred inflows of resources and will be recognized as an inflow of resources in
2015 or the period in which the amounts become available.

The space on this page was intentionally left blank
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CITY OF FAIRMOUNT, GEORGIA
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2014

NOTE 1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Fund Equity

Fund equity at the governmental fund financial reporting level is classified as “fund balance.” Fund
equity for all other reporting is classified as “net position.”

Fund Balance — Generally, fund balance represents the difference between the current assets and
current liabilities. In the fund financial statements, governmental funds report fund balance
classifications that comprise a hierarchy based primarily on the extent to which the City is bound to
honor constraints on the specific purposes for which amounts in those funds can be spent. Fund
balances are classified as follows:

e  Nonspendable — This classification includes amount that cannot be spent because they are
either (a) not in spendable form (i.e., items that are not expected to be converted to cash) or (b)
legally or contractually required to be maintained intact.

e Restricted — This classification includes amounts that are restricted to specific purposes when
there are limitations imposed on their use either through the enabling legislation adopted by
the City or through external restrictions imposed by creditors, grantors, or laws or regulations
of other governments.

e Committed — This classification includes amounts that can only be used for specific purposes
pursuant to constraints imposed by formal action of the City Council, consisting of removing or
changing the specific use by taking the same type of action (ordinance or resolution) that was
employed when the funds were initially committed.

e  Assigned — This classification includes amounts that are constrained by the City’s intent to use
for a specific purpose but are neither restricted nor committed (i.e., an appropriation of
existing fund balance to eliminate a projected budgetary deficit in the subsequent year’s
budget). This intent can be expressed by (a) the City Council itself or (b) the Council
delegating this responsibility to City management through the budgetary process. This
classification also includes all remaining positive fund balance for all governmental funds other
than the General Fund. However, an assignment of fund balance cannot cause a deficit in
unassigned fund balance to occur.

e Unassigned — Fund balances are reported as unassigned as the residual amount when the
balances do not meet any of the above criterion. The City reports positive unassigned fund
balance only in the general fund. Negative unassigned fund balances may be reported in all
funds.

Flow Assumptions — When both restricted and unrestricted amounts of fund balance are available for
use for expenditures incurred, it is the City’s policy to use restricted amounts first, and then
unrestricted amounts as they are needed. For unrestricted amounts of fund balance, it is the City’s
policy to use fund balance in the following order:

eCommitted
eAssigned
eUnassigned

Net Position — Net position represents the difference between assets and liabilities. Net investment in
capital assets consists of capital assets, net of accumulated depreciation, reduced by the outstanding
balances of any borrowings used (i.e., the amount that the City has spent) for the acquisition,
construction or improvement of those assets. Net position is reported as restricted as described in the
fund balance section above. All other net position is reported as unrestricted. It is the City’s policy to
use restricted net position first, when both restricted and unrestricted net position is available.
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CITY OF FAIRMOUNT, GEORGIA
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2014

NOTE 1.

NOTE 2.

NOTE 3.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (concluded)

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in
the United States of America requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities and disclosures of contingent assets and liabilities at the date
of the financial statements and the reported amounts of revenues and expenditures/expenses during the
reporting period. Actual results could differ from these estimates.

LEGAL COMPLIANCE - BUDGETS

Budgets and Budgetary Accounting

The applicable statutes of the State of Georgia require the City to operate under an annual balanced
budget adopted by resolution. A budget is defined as being balanced when the sum of estimated net
revenues and appropriated fund balance is equal to appropriations. Each fund’s appropriated budget
is prepared on a detailed line-item basis. Revenues are budgeted by source. Expenditures are budgeted
by line item. This legal level of control is at the departmental level. Budget revisions at this level are
subject to final review by the City Council. During the current fiscal year, there were revisions made to
the original budget.

Annual budgets are adopted for all governmental funds and proprietary funds. The budget is adopted
on a basis consistent with generally accepted accounting principles, and on the same basis of accounting
used by each fund to which the budget applies. An operating budget is adopted for the proprietary
Water and Sewerage Fund for administrative control purposes.

CASH DEPOSITS AND INVESTMENTS

State statutes authorize the City to invest in obligations of the State of Georgia or other states;
obligations issued by the U.S. government; obligations fully insured or guaranteed by the U.S.
government or by a government agency of the United States; obligations of any corporation of the U.S.
government; prime bankers acceptances; the local government investment pool established by state law;
repurchase agreements; and obligations of other political subdivisions of the State of Georgia.

Currently, the City does not have a formal investment policy that limits investment maturities as a
means of managing its exposure to fair value losses arising from increasing interest rates.

Custodial credit risk for cash deposits is the risk that, in the event of the failure of a depository financial
institution, a government will not be able to recover cash deposits or will not be able to recover
collateral securities that are in the possession of an outside party. State statutes require all cash
deposits and investments (other than federal or state government instruments) to be collateralized by
depository insurance, obligations of the U.S. government, or bonds of public authorities, counties, or
municipalities.
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CITY OF FAIRMOUNT, GEORGIA
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2014

NOTE 4. RECEIVABLES

Receivables at December 31, 2014, for the City’s individual funds in the aggregate are as follows:

Water and SPLOST
General Fund Sewer Fund Fund Total

Receivables:

Property Taxes $ 32,648 S - 3 - 3 32,648

Franchise 110,291 - - 110,291

Miscellaneous taxes 3,343 - - 3,343

Local option sales tax 11,077 - 7,763 18,840

Fines 75,351 - - 75,351

Water - 3,978 - 3,978

Sewer - 4,639 - 4,639

Solid waste - = - - .
Gross receivables 232,710 8,617 7,763 249,090
Allowance for uncollectible (56,666) - (56,666)
Net receivables $ 176,044 $ 8,617 $ 7.763 $ 192,424

The City bills and collects its own property taxes. The 2014 digest was levied in October 2014, with bills
payable on or before December 20, 2014. After the due dates, property relating to unpaid bills is
subject to lien and penalties and interest are assessed. Property tax receivables are estimated based on
the tax levy, less amounts collected prior to year-end. The property taxes levied for the 2014 digest
were intended for use in the 2015 budget year. Therefore, the entire 2014 digest levy of $137,253 is
included in deferred revenue on the governmental balance sheet. Receivables for prior year digest
levies not collected within 60 days of year-end are deferred and recorded as revenue when received. In
addition to the City’s levy of property taxes, the county government owed the City for unremitted
collections of mobile home, motor vehicle, and intangible taxes totaling $1,799 at December 31, 2014.

The space on this page was intentionally left blank
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CITY OF FAIRMOUNT, GEORGIA
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2014

NOTE s. CAPITAL AND INTANGIBLE ASSETS

A. Capital and intangible asset activity for the year ended December 31, 2014 was as follows:
Beginning Reclassifications End
of Year Incareases and Deletions of Year
Governmental Activities:
Capital assets, not being
depreciated:
Land $ 61598 $ 11064 § (113266) $ 513,766
Construction in progress 480,191 188,685 (24,408) 644,468
Total capital assets not
being depreciated 1,096,159 199,749 (137,674) 1,158,234

Capital assets, being depreciated:

Infrastructure 787,254 - 24,408 811,662

Buildings and improvements 948,882 1,420 113,266 1,063,568

Machinery and equipment 295,405 14,147 (6,138) 303,414

Vehides 224,97 - - 224,597
Total capital assets

being depreciated 2,256,138 15,567 131,536 2,403,241

Less accumulated depreciation for:

Infrastructure 196,650 31,607 - 228,257

Buildings and improvements 225,956 33,290 - 259,246

Machinery and equipment 241,993 15,509 5527) 251,575

Vehides 203,005 10,252 - 213,257
Total accumulated depreciation 867,204 90,658 (5527) 952,335
Total capital assets being

depreciated, net ) 1,388,934 (75,091) 137,063 1,450,906
Governmental activities capital

assets, net $ 2,485,003 § 124658 § 611) $ 2,609,140

Depreciation expense was charged to functions/programs of the governmental activities of the
primary government as follows:

General government $ 13,996
Public safety 12,004
Public works 40,732
Culture and recreation 23,926

Total depreciation expense - governmental activities $ 90,658
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CITY OF FAIRMOUNT, GEORGIA
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2014

NOTES. CAPITAL AND INTANGIBLE ASSETS (concluded)

Beginning Reclassifications End
of Year Increases and Deletions of Year

Business-type Activities:
Capital assets not being depreciated:

Land $ 303,726 $ - 8 - 303,726

Construction in progress - - - -
Total capital assets not

being depreciated 303,726 - - 303,726
Capital assets, being depreciated:

Land improvements 18,013 - - 18,013

Infrastructure 2,637,971 - - 2637971

Equipment and vehicles 150,218 5,691 - 155,909
Total capital assets

being depreciated 2,806,202 5,691 - 2,811,893
Less accumulated depreciation for:

Land improvements 6,862 672 - 7534

Infrastructure 867,193 52,733 - 919,926

Equipment and vehicles 113,785 8,108 - 121,893
Total accumulated depreciation 987,840 61,513 - 1,049,353
Total capital assets being

depreciated, net 1,818,362 (55,822) - 1,762,540
Business-type activities capital

assets, net $ 2,122,088 § (55822) § - 2,066,266
Intangible assets being amortized:

Intangible water studies : $ 14,359 $ - $ - 14359
Less accumulated amortization for:

Intangible water studies 13,162 1,197 - 14,359
Total intangible assets being

amortized, net $ 1,197 $ (1,197 $ - -

Depreciation and amortization expense was charged to functions/programs of the business-type

activities of the primary government as follows:

Water and Sewerage
Solid waste management
Total depreciation expense - business-type activities

Water and Sewerage
Total amortization expense - business-type activities
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CITY OF FAIRMOUNT, GEORGIA
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2014

NOTE 6.

NOTE 7.

NOTE 8.

INTERFUND RECEIVABLES, PAYABLES AND TRANSFERS

The composition of interfund balances as of December 31, 2014, is as follows:

Interfund transfers:

Transfers In Transfers Out Amount
Water and Sewer Fund Nonmajor enterprise fund $ 4,011
Nonmajor enterprise fund Water and Sewer Fund 10,924

$ 14,935

Transfers are used to (1) move revenues from the fund that statute or budget requires to collect them to
the fund that the statute or budget requires to expend them, and (2) provide unrestricted revenues
collected in the General Fund to finance various programs accounted for in other funds in accordance
with budgetary authorizations.

CHANGES IN SHORT-TERM LIABILITIES

The following represents the changes in short-term liabilities from the previous year:

Beginning Ending Amounts Due
Balance Additions Reductions Balance Within One Year
Compensated absences §$ 620 $ 2,022 $ - $ 2.642 $ 2.642

Compensated absences are generally liquidated in the fund in which the liabilities were incurred,
largely the General Fund.

FUND EQUITY

Components of Fund Equity in the Governmental Funds

The General Fund reflects a portion of fund balance as “nonspendable” for the purpose of prepaid
insurance totaling $11,691, as reflected in the current assets of the fund. In addition, the SPLOST
Fund reflects fund balance in the amount of $89,973 as “restricted” for purposes of capital projects.
The nonmajor fund reflects a balance of $1,998 as “restricted” for purposes of legislative acts for public
safety. The General Fund reflects a portion of fund balance as “assigned” to the subsequent year’s
budget in the amount of $33,474.
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CITY OF FAIRMOUNT, GEORGIA
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2014

NOTE 9.

NOTE 10.

JOINT VENTURE

The City of Fairmount, Georgia in conjunction with cities and counties in the fifteen (15) county
Northwest Georgia areas are members of the Northwest Georgia Regional Commission (NWGRC).
Membership in a regional commission is automatic for each municipality and county in the state. The
official Code of Georgia Section 50-8-34 (Georgia Planning Act of 1989) provides for the organizational
structure of the regional development centers (RDCs), and was amended in 2008 to consolidate the
existing RDCs into fewer, larger organizations called Regional Commissions (RCs). Each county and
municipality in the state is required by law to pay minimum annual dues to the RDC. The City paid no
annual dues to the RC for the year ended December 31, 2014 because currently all dues are paid on the
City’s behalf by Gordon County. An RC Board membership includes the chief elected official of each
county and the chief elected official of each municipality. The County board members and municipal
board members from the same County elect one member of the Board who is a resident (but not an
elected or appointed official or employee of the County or municipality) to serve as the non-public
Board member from a County.

The Georgia Planning Act of 1989 (O.C.G.A. 50-8-34) defines RDCs (later transferred to RCs) as
“public agencies and instrumentalities of their members”. Georgia law also provides that the member
governments are liable for any debts or obligations of an RC beyond its resources, (0O.C.G.A. 50-8-
39.1). Separate financial statements can be provided by contacting the RC directly at: Northwest
Regional Commission, P.O. Box 1798, 1 Jackson Hill Drive, Rome, GA 30162.

RISK MANAGEMENT

The City is exposed to various risks of loss related to torts; theft of, damage to and destruction of assets;
errors and omissions; and natural disasters for which, except as described in the following paragraph,
the City carries commercial insurance in amounts deemed prudent by City management.

The City participates in the Georgia Interlocal Risk Management Agency Property and Liability
Insurance Fund and the Georgia Municipal Association Worker’s Compensation Self-Insurance Fund,
public entity risk pools currently operating as common risk management and insurance programs for
member local governments.

As part of these risk pools, the City is obligated to pay all contributions and assessments as prescribed
by the pools, to cooperate with the pools’ agents and attorneys, to follow loss reduction procedures
established by the funds, and to report as promptly as possible, and in accordance with any coverage
descriptions issued, all incidents which could result in the funds being required to pay any claim of loss.

The City is also to allow the pools’ agents and attorneys to represent the City in investigation,
settlement discussions and all levels of litigation arising out of any claim made against the City within
the scope of loss protection furnished by the funds.

The funds are to defend and protect the members of the funds against liability or loss as prescribed in
the member government contract and in accordance with the workers’ compensation law of Georgia.
The funds are to pay all costs taxed against members in any legal proceeding defended by the members,
all interest accruing after entry of judgment, and all expenses incurred for investigation, negotiation or
defense.

There have been no significant reductions of insurance coverage from coverage in the prior year, and
settlement amounts have not exceeded insurance coverage for the current year or the three prior years.
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CITY OF FAIRMOUNT, GEORGIA
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2014

NOTE 11.

NOTE 12.

COMMITMENTS AND CONTINGENCIES

Grant Contingencies — The City has received state grants in previous years for specific purposes that
are subject to review and audit by the grantor agencies. Such audits could lead to the disallowance of
certain expenditures previously reimbursed by those agencies. Based upon prior experience, City
management believes such disallowances, if any, will not be significant.

Commitments - The City routinely enters into agreements and commitments during the year in the
ordinary course of business. Such agreements do not give rise to assets or liabilities considered
material.

PRIOR PERIOD RESTATEMENT

A restatement of beginning fund balance was necessary to adjust for the over accrual of the financial
institution tax in the prior year. The restatement affected net position as follows:

Government Wide

Net Position, December 31, 2013, as originally reported $ 3,427,757
To adjust for the understatement of depreciation (16.642)
Net Position, December 31, 2013, as restated $ 3411115
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INTERNAL CONTROL AND COMPLIANCE SECTION
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Certified Public Accountants
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Mona Evans, CPA Rome, Georgia 30161
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INDEPENDENT AUDITOR’S 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 Honorable Mayor and Members
of the City Council of
City of Fairmount, Georgia

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 the governmental activities, the business-type activities, each major fund, and
remaining fund information of City of Fairmount, Georgia, as of and for the year ended December 31, 2014, and the related
notes to the financial statements, which collectively comprise City of Fairmount, Georgia’s basic financial statements and have
issued our report thereon dated June 29, 2015.

Internal Contro! Over Financial Reporting

In planning and performing our audit of the financial statements, we considered City of Fairmount, Georgia’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 opinions on the financial statements, but not for the purpose of expressing an opinion on the
effectiveness of City of Fairmount, Georgia’s internal control. Accordingly, we do not express an opinion on the effectiveness
of the City of Fairmount, Georgia’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.

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 and
therefore, material weaknesses or significant deficiencies may exist that were not identified. 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. We did identify a certain deficiency in internal control described in the
accompanying schedule of findings and responses that we consider to be a significant deficiency, and is identified as Finding
06-1.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether City of Fairmount, Georgia’s financial statements are free of 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 Governmental Auditing Standards.

City of Fairmount, Georgia’s Response to Findings

City of Fairmount, Georgia’s response to the findings identified in our audit is described in the accompanying schedule of
findings and responses. City of Fairmount, Georgia’s response was not subjected to the auditing procedures applied in the audit
of the financial statements and, accordingly we express no opinion on it.

Purpose of this Report

This 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 any 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.

V2S Wescsiya Y lotliecien, A

Ellijay, Georgia
June 29, 2015
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CITY OF FAIRMOUNT, GEORGIA
SCHEDULE OF FINDINGS AND RESPONSES
FOR THE YEAR ENDED DECEMBER 31, 2014

We consider the following deficiency to be a significant deficiency in internal control:
Repeat finding from the prior year(s):
06-01 LACK OF SEGREGATION OF DUTIES

Criteria: Segregation of employees’ duties is a common practice in an effective internal control structure. Policies
should be in place requiring the segregation of duties involving cash receipts, cash disbursements, payroll, general
ledger and bank reconciliation.

Condition/Context: During the course of our audit, we noted that certain critical duties in these areas have been
combined and assigned to available employees.

Effect: Without proper segregation of duties within these functions, there is increased risk that City assets could
be misappropriated or that errors could occur in the accounting records and remain undetected and uncorrected.

Cause: The limited number of employees working in the office and the resulting overlapping of duties causes
segregation of duties to be difficult.

Recommendation: To the extent possible, duties should be segregated to maintain the best control system possible.
Responsibilities for preparing payroll, processing cash receipts, reconciling bank accounts and maintaining the
general ledger should be segregated to the extent possible. Segregation of duties could be improved if different
employees performed these separate duties. In situations where additional personnel are not available, an effort
should be made to divide the duties of the available personnel in such a manner as to achieve the greatest possible
segregation of duties. Increased council involvement in the City’s finances is also encouraged to strengthen
internal controls. When these suggestions are implemented, the City’s system of internal control will be
enhanced, so that the risk of employee misappropriation of assets is reduced.

Response: The lack of segregation of duties is a recurring item that due to the limited number of employees is

difficult to accomplish. The Council plans to continue close involvement with the City’s finances to aid in this
matter.
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