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INDEPENDENT AUDITOR'S REPORT

The Honorable Mayor and City Council
Lenox, Georgia

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, and each major fund of the City of Lenox, Georgia, as of and for the year ended December 31, 2015,
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 opinions on these financial statements based on our audit. We conducted our
audit in accordance with auditing standards generally accepted in the United States of America and the
standards applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller
General of the United States. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free 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.

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities, the business-type activities, and each major fund of the City of
Lenox, Georgia, as of December 31, 2015, and the respective changes in financial position and cash flows
thereof for the year then ended in accordance with accounting principles generally accepted in the United States
of America.
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Other Matters

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the budgetary
comparison information on pages 36 and 37 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.

Management has omitted management’s discussion and analysis that accounting principles generally accepted
in the United States of America require to be presented to supplement the basic financial statements. Such
missing 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. Our opinion on the basic
financial statements is not affected by this missing information.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the City of Lenox’s basic financial statements. The schedule of projects constructed with special
purpose local option sales tax proceeds is presented for purposes of additional analysis and is not a required
part of the basic financial statements.

The schedule of projects constructed with special purpose local option sales tax proceeds is the responsibility of
management and was derived from and relates directly to the underlying accounting and other records used to
prepare the basic financial statements. Such information has been subjected to the auditing procedures applied
in the audit of the basic financial statements and certain additional procedures, including comparing and
reconciling such information directly to the underlying accounting and other records used to prepare the basic
financial statements or to the basic financial statements themselves, and other additional procedures in
accordance with auditing standards generally accepted in the United States of America. In our opinion, the
schedule of projects constructed with special purpose local option sales tax proceeds is fairly stated, in all
material respects, in relation to the basic financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated August 11, 2016, on
our consideration of the City of Lenox, 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 the City of Lenox, Georgia’s internal control over financial
reporting and compliance.

floney Ay

Herring CPA Group, P. C.
Tifton, Georgia
August 11,2016
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STATEMENT OF ACTIVITIES AND CHANGES IN NET POSITION

Government-Wide
Lenox, Georgia

Program Revenues

Charges for Operating
Services Grants and
Functions/Programs Expenses and Fines  Contributions
Primary Government:
Governmental Activities:
General Government $ 248,873 $. 29,019 $ 0
Public Safety 937,593 1,350,810 0
Public Works 227,701 35,185 13,445
Recreation 22,781 0 0
Total Governmental Activities 1,436,948 1,415,014 13,445
Business-Type Activities:
Water and Sewer 492,649 384,121 0
Total Primary Government $1,929,597 $1,799,135 $ 13,445

General Revenues:
Sales Taxes
Title Advalorem Tax
Insurance Premium Tax
Business Taxes
Franchise Fees
Miscellaneous Revenue

Transfers-Internal Activities
Total General Revenues and Transfers

Change in Net Position

Net Position - January 1, 2015 (As Restated)

NET POSITION - DECEMBER 31, 2015

The accompanying notes are an integral part of these statements.
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STATEMENT OF ACTIVITIES AND CHANGES IN NET POSITION

Year Ended
December 31, 2015

Net (Expenses) Revenues and Changes in Net Position

Program Revenues Primary Government
Capital
Grants and Governmental Business-Type
Contributions Total Activities Activities Total

$ 0 $§ 29,019 $ (219,854) $ 0 $ (219,854)
0 1,350,810 413,217 0 413,217
427,216 475,846 248,145 0 248,145
0 0 (22,781) 0 (22,781)
427,216 1,855,675 418,727 0 418,727
0 384,121 0 (108,528) (108,528)
$427,216 $2,239,796 418,727 (108,528) 310,199
57,602 0 57,602

8,708 0 8,708

50,303 0 50,303

23,653 0 23,653

46,042 0 46,042

18,878 1,046 19,924

(9,746) 9.746 0

195,440 10,792 206,232

614,167 (97,736) 516,431

2,679,688 4,507,559 7,187,247

$3,293,855 $4,409,823 $7,703,678

The accompanying notes are an integral part of these statements.
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COMBINING BALANCE SHEET

Governmental Funds
Lenox, Georgia December 31, 2015

Special Purpose

Local Option
General Sales Tax CDBG
Fund Fund Fund Total
ASSETS
Cash $678,781 $ 49,871 $ 0 $728,652
Accounts Receivable - Net 68,760 7,154 0 75,914
Prepaid Expense 30,580 0 0 30,580
TOTAL ASSETS $778,121 $ 57,025 $ 0 $835,146
LIABILITIES, DEFERRED INFLOWS OF
RESOURCES, AND FUND BALANCE
Liabilities:
Accounts Payable $ 90,444 $ 0 $ 0 $ 90,444
Accrued Expenses 15,016 0 0 15,016
Due to Other Funds 3,058 0 0 3,058
Total Liabilities 108,518 0 0 108,518
Deferred Inflows of Resources 16,717 0 0 16,717
Fund Balance:
Nonspendable:
Prepaid Items 30,580 0 0 30,580
Restricted:
Capital Projects 43,165 57,025 0 100,190
Drug Intervention 92,141 0 0 92,141
Assigned:
Fire Protection 23,968 0 0 23,968
Unassigned:
General Fund 463,032 0 0 463,032
Total Fund Balance 652,886 57,025 0 709,911
TOTAL LIABILITIES, DEFERRED INFLOWS
OF RESOURCES, AND FUND BALANCE $778,121 $ 57,025 $ 0 $835,146

The accompanying notes are an integral part of these statements.
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RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET

TO THE GOVERNMENT-WIDE STATEMENT OF NET POSITION

City of Lenox
Lenox, Georgia December 31, 2015
FUND BALANCES - TOTAL GOVERNMENTAL FUNDS $ 709911

Amounts reported for governmental activities in the Statement of Net Position are different
because:

Capital assets used in governmental activities are not current financial resources; therefore,
they are not reported in the governmental funds balance sheet. 2,619,272

Deferred inflows of resources for delinquent property taxes are deferred in the governmental
funds because they will not be received within sixty days of the consolidated government's
year end. 16,717

Pension related deferred outflows of resources and deferred inflows of resources are not due

and payable in the current year and, therefore are not reported in the governmental funds,

as follows:
Deferred outflows of resources 28,628
Deferred inflows of resources (5,727)

Long-term pension liability is not due and payable in the current period; therefore, is not

reported in the governmental funds balance sheet. (74,946)
NET POSITION OF GOVERNMENTAL ACTIVITIES $3,293,855

The accompanying notes are an integral part of these statements.
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COMBINING STATEMENT OF REVENUES, EXPENDITURES,

AND CHANGES IN FUND BALANCES

Governmental Funds Year Ended
Lenox, Georgia December 31, 2015

Special Purpose

Local Option
General Sales Tax CDBG
Fund Fund Fund Total
Revenues:

Taxes $ 140,266 $ 0 $ 0 $ 140,266

Licenses and Permits 18,036 0 0 18,036

Franchise Fees 46,042 0 0 46,042

Charges for Services 46,168 0 0 46,168

Fines and Forfeitures 1,350,810 0 0 1,350,810

Intergovernmental 13,445 37,539 389,677 440,661

Miscellaneous 18,878 0 0 18,878

Total Revenues 1,633,645 37,539 389,677 2,060,861
Expenditures:

Current:

General Government 215,074 0 0 215,074
Public Safety 871,130 0 0 871,130
Public Works 194,851 0 0 194,851
Culture and Recreation 21,453 0 0 21,453

Capital Outlay 188,499 40,843 389,677 625,019

Total Expenditures 1,491,007 46,843 389,677 1,927,527
Excess of Revenues Over (Under) Expenditures 142,638 (9,304) 0 133,334
Other Financing Sources (Uses):

Transfer In (Out) 0 (9,746) 0 (9,746)
Net Change in Fund Balance 142,638 (19,050) 0 123,588
Fund Balance - January 1, 2015 510,248 76,075 0 586,323
FUND BALANCE - DECEMBER 31, 2015 $ 652,886 $ 57,025 $ 0 $ 709,911

The accompanying notes are an integral part of these statements.
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RECONCILIATION OF THE GOVERNMENTAL FUNDS STATEMENT OF REVENUES,

EXPENDITURES, AND CHANGES IN FUND BALANCES TO THE

GOVERNMENT-WIDE STATEMENT OF ACTIVITIES AND CHANGES IN NET POSITION

City of Lenox Year Ended
Lenox, Georgia December 31, 2015
NET CHANGE IN FUND BALANCES - TOTAL GOVERNMENTAL FUNDS $ 123,588

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

Governmental funds report capital outlay as expenditures. However, in the Government-Wide

Statement of Activities and Changes in Net Position, the cost of those assets is allocated

over their estimated useful lives as depreciation expense. This is the amount of capital assets

rccorded in the current period. 625,019

Depreciation expense on capital assets is reported in the Government-Wide Statement of

Activities and Changes in Net Position, but they do not require the use of current financial

resources. Therefore, this amount of depreciation expense is not reported as an expenditure

in the governmental funds. (141,225)

Because some property taxes will not be collected for several months after the City's fiscal
year end, they are not considered "available" revenues, and are deferred in the governmental
funds. Deferred tax revenues decreased by this amount this year. 0

Changes in the City's net pension asset, deferred outflows of resources, and deferred inflows
of resources related to the City Pension Plan for the current year are not reported in the

governmental funds but are reported in the Government-Wide Statement of Activities and

Changes in Net Position. 6,785
CHANGE IN NET POSITION OF GOVERNMENTAL ACTIVITIES $ 614,167

The accompanying notes are an integral part of these statements.
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Proprietary Fund
Lenox, Georgia

STATEMENT OF NET POSITION

December 31, 2015

Water and Sewer

Fund
ASSETS
Current Assets:
Cash $ 134,931
Accounts Receivable - Net 29,435
Prepaid Expenses 17,556
Due from Other Funds 3,058
Restricted Assets:
Cash 173,930
Total Current Assets 358,910
Non-Current Assets:
Capital Assets Nondepreciable 51,400
Capital Assets Depreciable - Net 5,033,133
Total Non-Current Assets 5,084,533
Total Assets 5,443,443
DEFERRED OUTFLOWS OF RESOURCES
Deferred Outflows Related to Pensions 4,841
LIABILITIES
Current Liabilities:
Payable from Current Assets:
Accounts Payable $12,673
Accrued Expenses 1,184
Customer Deposits 51,861
Notes Payable 3,348 69,066
Payable from Restricted Assets:
Accrued Interest 2,996
Revenue Bonds Payable 16,243 19,239
Total Current Liabilities 88,305

(Continued on next page)

The accompanying notes are an integral part of these statements.
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STATEMENT OF NET POSITION

Proprietary Fund
Lenox, Georgia December 31, 2015

Water and Sewer

Fund
Long-Term Liabilities:
Notes Payable (Net of Current Portion) $ 17,586
Revenue Bonds Payable (Net of Current Portion) 918,333
Net Pension Liability 13,226
Total Long-Term Liabilities 949,145
Total Liabilities 1,037,450
DEFERRED INFLOWS OF RESOURCES
Deferred Inflows Related to Pensions 1,011
NET POSITION
Net Position:
Net Investment in Capital Assets 4,129,023
Restricted for Debt Service 154,691
Unrestricted 126,109
TOTAL NET POSITION $ 4,409,823

The accompanying notes are an integral part of these statements.
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STATEMENT OF REVENUES, EXPENSES,

AND CHANGES IN NET POSITION

Proprietary Fund
Lenox, Georgia

Year Ended
December 31, 2015

Water and Sewer

Fund
Operating Revenues:
Water and Sewer Sales $ 374,683
Penalties and Fees 9,438
Total Operating Revenues 384,121
Operating Expenses:
Personnel Services 82,456
Depreciation 152,445
Utilities 51,418
Repairs and Maintenance 54,670
Insurance 43,003
Supplies 32,568
Professional Fees 9,337
Gas and Qil 6,586
Travel and Training 14,115
Advertising 1,632
Miscellaneous 2,033
Total Operating Expenses 450,263
Operating Loss (66,142)
Non-Operating Revenues (Expenses):
Interest Income 1,046
Interest Expense _(42,386)
Net Non-Operating Revenues (Expenses) (41.,340)
Net Loss Before Transfers (107,482)
Transfers 9,746
Change in Net Position (97,736)
Net Position - January 1, 2015 (As Restated) 4,507,559
NET POSITION - DECEMBER 31, 2015 $4,409,823

The accompanying notes are an integral part of these statements.
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STATEMENT OF CASH FLOWS

Proprietary Fund
Lenox, Georgia

Year Ended
December 31, 2015

Water and Sewer

Fund
Cash Flows from Operating Activities:

Cash Received from Customers $ 385,388

Cash Payments for Personnel Services (82,376)

Cash Payments to Other Suppliers of Goods and Services (223,928)

Cash Received from Other Funds, Net 35

Net Cash Provided by Operating Activities 79,119
Cash Flows from Noncapital Financing Activities 0
Cash Flows from Capital and Related Financing Activities:

Purchase of Capital Assets 0

Principal Paid on Revenue Bonds (15,536)

Interest Paid on Revenue Bonds (42,436)

Principal Paid on Long-Term Debt (3,348)

Transfers In 9,746

Net Cash Used by Capital and Related Financing Activities (51,574)
Cash Flows from Investing Activities:

Interest Received 1,046
Net Increase in Cash 28,591
Cash and Restricted Cash - January 1, 2015 280,270
CASH AND RESTRICTED CASH - DECEMBER 31, 2015 $ 308,861
Reconciliation of Operating Income to Net Cash Provided by Operating Activities:

Operating Loss $ (66,142)

Adjustments to Reconcile Operating Income to Net Cash

Provided by Operating Activities:
Depreciation 152,445
Changes in Assets and Liabilities:
Operating Receivables, Net (2,807)
Prepaid Expense (4,827)
Interfund Receivable/Payable 35
Accounts Payable (3,739)
Accrued Operating Expenses 1,068
Customer Deposits 4,074
Net Pension Liability (988)
NET CASH PROVIDED BY OPERATING ACTIVITIES $§ 79,119

The accompanying notes are an integral part of these statements.
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City of Lenox

NOTES TO FINANCIAL STATEMENTS

Lenox, Georgia December 31, 2015

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The City of Lenox, Georgia, was incorporated December 12, 1901. The City operates under a Mayor-
Council form of government and provides the following services to its citizens: streets, sanitation, public
improvements, water, sewer, police, fire, and general administrative services.

The accounting policies of the City conform to generally accepted accounting principles as applicable to
governmental units. The City’s reporting entity applies all relevant Governmental Accounting Standards
Board (GASB) pronouncements. Proprietary funds apply Financial Accounting Standards Board (FASB)
pronouncements and Accounting Principles Board (APB) opinions issued on or before November 30, 1989,
unless those pronouncements conflict with or contradict GASB, in which case, GASB prevails. Listed
below is a summary of the more significant policies:

A.

REPORTING ENTITY

The financial reporting entity consists of (a) the primary government, (b) organizations for which the
primary government is financially accountable, and (c) other organizations for which the nature and
significance of their relationship with the primary government are such that exclusion would cause
the reporting entity’s financial statements to be misleading or incomplete. The primary government
is financially accountable if it appoints a voting majority of the organization’s governing body and
(a) it is able to impose its will on that organization or (b) there is a potential for the organization to
provide specific financial benefits to, or impose specific financial burdens on, the primary
government. The primary government may be financially accountable if an organization is fiscally
dependent on the primary government regardless of whether the organization has (a) a separately
elected governing board, (b) a governing board appointed by a higher level of government, or (c) a
jointly appointed board.

There are no organizations that are potential component units of the City of Lenox, Georgia.
GOVERNMENT-WIDE AND FUND FINANCIAL STATMENTS

The government-wide financial statements, which are the statement of net position and the statement
of activities and changes in net position, report information on all of the nonfiduciary 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.

The statement of net position presents the financial position of the governmental and business-type
activities of the City. The statement of activities and changes in net position demonstrates the degree
to which the direct expenses of a given function or activity are offset by program revenues. Direct
expenses are those that are clearly identifiable with a specific function or activity. 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 activity and (2) grants and contributions that
are restricted to meeting the operational or capital requirements of a particular function or activity.
Taxes and other items not properly included among program revenues are reported instead as general
revenues.
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NOTES TO FINANCIAL STATEMENTS

City of Lenox
Lenox, Georgia December 31, 2015

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

C. MEASUREMENT FOCUS, BASIS OF ACCOUNTING, AND FINANCIAL STATEMENT
PRESENTATION

The City’s government-wide financial statements are reported using the economic resources
measurement focus and accrual basis of accounting, as are the proprietary fund financial statements.
Accordingly, all the City’s assets and liabilities, including capital assets and long-term liabilities, are
included in the accompanying statement of net position. The statement of activities presents changes
in net position. Under the accrual basis of accounting, revenues are recorded when earned and
expenses are recorded when a liability is incurred, regardless of the timing of related cash flows.
The types of transactions reported as program revenues are reported in three categories: (1) charges
for services to customers who directly benefit from goods, services or privileges provided by a given
function, (2) operating grants and contributions that are restricted to meeting the operational needs
requirements of a particular function and (3) capital grants and contributions that are restricted to
meeting the capital needs requirements of a particular function.

Certain eliminations have been made in regard to interfund activities, payables, and receivables. All
internal balances in the statement of net position have been eliminated except those representing
balances between the governmental activities and the business-type activities, which are presented as
internal balances and eliminated in the total primary government column. In the statement of
activities, transactions between governmental and business-type activities have not been eliminated.
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.

Governmental Fund Financial Statements

Governmental fund financial statements include a balance sheet and a statement of revenues,
expenditures, and changes in fund balances for all major governmental funds and non-major funds
aggregated. Governmental fund financial statements are reported using the current financial
resources measurement focus and the modified accrual basis of accounting. Accordingly, only
current assets and current liabilities are included on the balance sheet. The statement of revenues,
expenditures, and changes in fund balances presents increases (revenues and other financing
sources) and decreases (expenditures and other financing uses) in net current assets. Under the
modified accrual basis of accounting, revenues are recognized in the accounting period in which they
become both measurable and available to finance expenditures of the current period. Those revenues
susceptible to accrual are property taxes, sales taxes, franchise fees, interest revenue, and charges for
services. Sales taxes collected and held by the state at year-end on behalf of the government also are
recognized as revenue. A 60 day availability period is also used for revenue recognition for all
governmental fund revenues.

The City reports the general fund, the special purpose local option sales tax fund and the CDBG fund
as its major governmental funds.
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The general fund is the principal fund of the City and is used to account for all activities of the City
not otherwise accounted for by a specified fund.

The special purpose local option sales tax fund is used to account for projects supported by the
special purpose local option sales tax. These projects consist of construction of water and sewer
system improvements and street improvements. This fund is a capital projects type fund.

The CDBG fund accounts for community development block grant funds used for capital projects.

Proprietary Fund Financial Statements

Proprietary fund financial statements include a statement of net position, statement of revenues,
expenses, and changes in net position, and a statement of cash flows. Proprietary fund financial
statements are reported using the accrual basis of accounting. Revenues are recognized when earned
and expenses are recognized when incurred.

Operating income reported in proprietary fund financial statements includes revenues and expenses
related to the primary, continuing operations of the fund. Principal operating revenues for
proprietary funds are charges to customers for sales or services. Principal operating expenses are the
costs of providing goods or services and include administrative expenses and depreciation of capital
assets. Other revenues and expenses are classified as non-operating in the financial statements.

The City’s proprietary fund is classified as an enterprise fund and is considered a major fund. The
water and sewer fund is used to account for the City’s water services and its collection and treatment
of waste water.

BUDGETS AND BUDGETARY ACCOUNTING

The City’s established budgetary process is as follows:

a. Each year the city clerk prepares and compiles a tentative worksheet with estimated expenditures
for the next calendar year of all funds of the City based on the prior year’s expenditures.

b. After review and revisions in December by the mayor and council the proposed budgets are
compiled.

c¢. The budgets are usually formally adopted in December and notice of the budget’s availability for
inspection is published.

d. During the year, as the need arises, the mayor and council make any necessary budget
amendments.

e. Formal budgetary integration is the management tool used as a control device during the year for
the general and proprietary funds.

The budgets for the capital projects funds are adopted on a project basis with the term of the project
being longer than the City’s fiscal year.

18



NOTES TO FINANCIAL STATEMENTS

City of Lenox
Lenox, Georgia December 31, 2015

The City’s budgets are adopted on a basis consistent with generally accepted accounting principles.
All annual appropriations lapse at year end. The City’s legal level of budgetary control is at the
departmental level.

Encumbrances represent commitments related to unperformed contracts for goods and services.
Encumbrance accounting involves the reserving of applicable appropriations for purchase orders,
contracts, and other commitments for the expenditure of resources. Encumbrance accounting is not
used by the City of Lenox.

E. INVENTORIES

The inventory of the water and sewer fund is recorded at cost using the first in first out method. At
December 31, 2015, there was no material inventory on hand.

F. PREPAID ITEMS

Payments made to vendors for services that will benefit periods beyond December 31, 2015, are
recorded as prepaid items at both reporting levels.

G. CAPITAL ASSETS

Capital assets, which include property, plant, buildings, and equipment are reported in the applicable
governmental or business-type activities columns in the government-wide financial statements. The
City’s policy has set the capitalization threshold for reporting capital assets at $5,000 for machinery
and equipment; $25,000 for buildings, land, sidewalks, roads, bridges, and drainage systems. All
purchased capital assets are valued at cost where historical records are available and at an estimated
historical cost where no historical records exist. Donated capital assets are valued at their estimated
fair market value on the date received. The City’s infrastructure assets for its governmental activities
consist of roads, bridges, sidewalks, and drainage systems and only include those items acquired
after January 1, 2004.

The costs of normal maintenance and repairs that do not add to the value of the asset or materially
extend asset lives are not capitalized. Improvements are capitalized and depreciated over the
remaining useful lives of the related capital assets, as applicable.

Depreciation is computed over the estimated useful lives using the straight-line method. The
estimated useful lives are as follows:

Distribution Systems 25-50 years
Buildings and Improvements 15-50 years
Machinery and Equipment 5-15 years
Infrastructure Assets 30-50 years
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H.

COMPENSATED ABSENCES

Employees of the City are not allowed to carry over vacation leave from one year to the next. Sick
leave is allowed to accumulate to sixty days. Unused vacation leave nor sick leave are compensated
upon employment termination. Therefore, no liability is reflected in the financial statements.

LONG-TERM OBLIGATIONS

In the government-wide financial statements and proprietary fund type in the fund financial
statements, long-term debt and other long-term obligations are reported as liabilities in the applicable
governmental activities, business-type activities, or proprietary fund type statement of net position.

DEFERRED OUTFLOWS /INFLOWS OF RESOURCES

As defined by GASB Concept Statement No. 4, “Elements of Financial Statements”, deferred
outflows/inflows of resources are the consumption/acquisition of net assets/position by the
government that are applicable to a future reporting period.

In addition to assets, the statement of net position and the balance sheet will sometimes report a
separate section for deferred outflows of resources. This separate financial statement element,
deferred outflows of resources, represents a consumption of net position that applies to a future
period and so will not be recognized as an outflow of resources (expense/expenditure) until then.
The City reports deferred pension charges in its Statement of Net Position in connection with the
City Pension Plan and their participation in the State Retirement Plan. These deferred pension
charges are either (a) recognized in the subsequent period as a reduction of the net pension liability
(which includes pension contributions made after the measurement date) or (b) amortized in a
systematic and rational method as pension expense in future periods in accordance with GAAP.

In addition to liabilities, the Statement of Net Position and the Balance Sheet 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. The City currently
has two types of deferred inflows of resources: (1) The City reports unavailable revenue for property
taxes only in the governmental funds balance sheet; it is deferred and recognized as an inflow of
resources (revenues) in the period the amounts become available. (2) The City also reports deferred
pension credits in its Statements of Net Position in connection with the City Pension Plan and their
participation in the State Retirement Plan. These deferred pension credits are amortized in a
systematic and rational method and recognized as a reduction of pension expense in future periods in
accordance with GAAP.

CASH AND CASH EQUIVALENTS

The City has defined cash and cash equivalents to include cash on hand, demand deposits, and short-
term certificates of deposit with a maturity date of three months or less.
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L. CAPITALIZED INTEREST

The City capitalizes net interest cost and interest earned as part of the cost of constructing various
projects when material.

M. PROPERTY TAX

Property taxes attach as an enforceable lien to all taxable real, public utilities, and personal property
located in the City on January 1. For the calendar year 2015, the City did not levy any property taxes.
Receivables for prior year tax levies that are determinable in amount and collectability have been
recognized at December 31, 2015, in the general fund.

N. ESTIMATES

The preparation of the financial statements in conformity with generally accounting principles
requires management to make estimates and assumptions that affect the amounts reported in the
financial statements and accompanying notes. Actual results may differ from those estimates.

O. 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 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:

Nonspendable - Fund balances are reported as nonspendable when amounts cannot be
spent because they are either (a) not in spendable form or (b) legally or contractually
required to be maintained intact.

Restricted - Fund balances are reported as restricted when there are limitations imposed on
their use through the enabling legislation adopted by the City or through external
restrictions imposed by creditors, grantors or laws or regulations of other governments.

Committed - Fund balances are reported as committed when they are subject to limitations
the government imposes upon itself by formal action of the City’s governing body (City
Council). Removal of such limitations requires subsequent action by city council.

Assigned - Fund balances are reported as assigned for a specific purpose when amounts are

constrained by action of the City Council and can be expended through appropriation in
the City’s budget, but are neither restricted nor committed.
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Unassigned - Fund balances are reported as unassigned as the residual amounts which
cannot be properly classified in one of the other four categories.

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

o Committed
e Assigned
e [Jnassigned

Net Position

Net position represents the difference between assets and liabilities. Net position invested in
capital assets, net of related debt, consist of capital assets, net of accumulated depreciation, plus
any outstanding balances of borrowings not yet expended, but restricted for the acquisition,
construction or improvement of those assets. Net position is reported as restricted when there
are limitations imposed on its 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. All other net positions are reported as unrestricted.

P. PENSIONS

For purposes of measuring the net pension liability, deferred outflows of resources and deferred
inflows of resources related to pensions, and pension expense, information about the fiduciary net
position of the City of Lenox Retirement Plan and additions to/deductions from the Plan’s fiduciary
net position have been determined on the same basis as they are reported by the plan. For this
purpose, benefit payments (including refunds of employee contributions) are recognized when due
and payable in accordance with benefit terms. Investments are reported at fair value.

Q. RESTATEMENT/CHANGE IN ACCOUNTING PRINCIPLES

The City of Lenox has implemented Governmental Accounting Standards Board (GASB) Statement
No. 65. Implementation of this new accounting standard required a restatement of beginning net
position for bond issuance/loan costs. Previously these costs were reported as an asset. GASB
Statement 65 requires these costs to be expensed as incurred. The beginning net position of the
water and sewer fund has been decreased by $18,201 for loan costs capitalized in prior years.

In the fiscal year ended December 31, 2015, the City of Lenox has also implemented the GASB
Statement No. 68, Accounting and Financial Reporting for Pensions - an amendment of GASB
Statement No. 27, and GASB Statement No. 71, Pension Transition for Contributions Made
Subsequent to the Measurement Date - an amendment of GASB Statement No. 68.

GASB Statement No. 68, Accounting and Financial Reporting for Pensions, provides guidance for
accounting for net pension liabilities, including definition of balances to be included in deferred
inflows and deferred outflows of resources. The specific accounts impacting the City are detailed
below.
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Net Pension Liability - Previous standards defined pension liabilities in terms of the annually
required contribution. Statement No. 68 defines the net pension liability as the portion of the
actuarial present value of projected benefit payments that is attributed to past periods of employees
service, net of the pension plan’s fiduciary net position.

Deferred inflows of resources and deferred outflows of resources - Statement No. 68 includes
recognition of deferred inflows and outflows of resources associated with the difference between
expected and actual earnings on pension plan investments. These differences are to be recognized in
pension expense using a systematic and rational method over a closed five-year period. In November
2013, the GASB issued Statement No. 71, Pension Transition for Contributions Subsequent to the
Measurement Date-an amendment of GASB Statement No. 68. This statement requires that
contributions made by participating employers to pension plans after the measurement date for the
net pension liability but before the end of the financial statement period for the employer be reported
as deferred outflows of resources.

The implementation of these new pension accounting standards resulted in a decrease in the
governmental funds’ net position of $58,830 and a decrease in the water and sewer fund’s net
position of $10,382.

2 CASH AND INVESTMENTS

It is the investment policy of the City of Lenox to invest its cash reserves in checking accounts and interest
bearing certificates of deposit. These accounts are reported at cost, which equals market value.

The breakdown between deposits and investments for the City is as follows:

Primary Government:

Cash on Hand $ 500

Bank Deposits (checking accounts and saving accounts) 1,037,013

Total Primary Government 1,0 13
Credit Risk:

The City limits the credit risk of the primary government by investing its cash with bank deposits, which
are covered by federal depository insurance or collateralized with collateral pledged by the financial
institution.

Interest Rate Risk:

The investments of the primary government are invested in highly liquid investments to limit the risk of
interest rate fluctuations. All bank certificates of deposit have varying maturity dates of one year or less.
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3. RECEIVABLES

Receivables of the primary government at December 31, 2015, consist of the following:

Property Taxes

Accounts

Due from Other Governments

Less Allowances for Uncollectables

Net Receivables

4. CAPITAL ASSETS

General
Fund

$16,717
46,626
9,822

(4,405)

$68.760

Special Purpose
Local Option Sales
Tax Fund

$

0
0

7,154

0

$ 7.154

Water and
Sewer Fund

$ 0
60,761
0

_(31,326)

294

The schedule below represents the changes in capital assets of the City for the year ending December 31,

2015.

Governmental Activities:

Capital Assets not being Depreciated:
Land
Construction in Process

Total Capital Assets not being Depreciated

Capital Assets being Depreciated:
Buildings and Improvements
Machinery and Equipment
Infrastructure

Total Capital Assets being Depreciated
Less Accumulated Depreciation:

Buildings and Improvements

Machinery and Equipment

Infrastructure

Total Accumulated Depreciation

Net Capital Assets being Depreciated

Total Capital Assets, Net

Balance Balance
January Transfers/ December
1,2015 Additions Deletions 31,2015
$ 514,675 $ 0 $ 0 $ 514,675
88.960 466,892 (525.480) 30,372
603,635 466,892 (525.480) 545,047
1,567,485 56,200 0 1,623,685
878,426 30,460 (59,346) 949,540
28.880 496,947 0 525,827
2.474,791 683.607 (59.346) _3.099,052
(527,096) (31,025) 0 (558,121)
(408,993) (107,235) 59,346 (456,882)
(6.859) (2.965) 0 (9.824)
(942,948) (141,225) 59,346 (1.024.827)
1.531,843 542,382 0 2,074,225
$2.135.478 $1,009.274 $ (525.480) $2.619.272

24




NOTES TO FINANCIAL STATEMENTS

City of Lenox
Lenox, Georgia

December 31, 2015

Depreciation expense of the general fund was charged to governmental functions as follows:

General Government
Public Safety

Public Works
Recreation

Total

Business-Type Activities:
Capital Assets not being Depreciated:
Land

Capital Assets being Depreciated:
Distribution System
Buildings and Improvements
Machinery and Equipment
Total Capital Assets being Depreciated
Less Accumulated Depreciation:
Distribution System
Buildings and Improvements
Machinery and Equipment
Total Accumulated Depreciation
Net Capital Assets being Depreciated
Total Capital Assets, Net

5. LONG-TERM DEBT

$ 35,491
70,470
33,936
1,328
$141,225
Balance Balance
January Transfers/ December
1,2015 Additions Deletions 31,2015
$ 51400 3§ 0 $ 0 $ 51400
6,844,981 0 0 6,844,981
71,758 0 0 71,758
73.147 0 0 73.147
6.989.886 0 0 6,989,886
(1,723,389) (148,337) 0 (1,871,726)
(19,018) (2,102) 0 (21,120)
(61,901) (2.006) 0 (63.907)
(1,804.308) (152.,445) 0 (1.956.753)
5.185.578 _ (152.445) 0 5,033,133
$5236,978 $ (152445) §$ 0  $5.084,533

A. CHANGES IN LONG-TERM DEBT

The following is a summary of the changes in long-term debt of the City, including obligations under

capital leases, for the year ended December 31, 2015:

Business-Type Activities:
Revenue Bonds
Notes Payable

Total Business-Type Activities

Beginning Ending Due in
Balance Additions Reductions  Balance One Year
$ 950,112 § 0 $ (15,536) $ 934,576 § 16,243
24,282 0 (3.348) 20.934 3.348

$ 974394 § 0 $ (18,884) 955,51 19,591
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B. REVENUE BONDS

The water and sewer fund issued $1,073,340 in revenue bonds on November 5, 2004, “2004 Series”,
for the purpose of extending its water and sewer system. They were issued through the U.S.
Department of Agriculture and contain a number of limitations and restrictions. The City was in
compliance with all significant limitations and restrictions. The bonds call for monthly payments of
$4,831, beginning December 4, 2004. The schedule below summarizes the annual maturities and
interest amounts due for these bonds.

Fiscal Interest Principal Interest Total
Year Rate Due Due Requirements
2016 4.50% $ 16,243 $ 41,729 $ 57,972
2017 4.50% 16,997 40,975 57,972
2018 4.50% 17,770 40,202 57,972
2019 4.50% 18,592 39,380 57,972
2020 4.50% 19,446 38,526 57,972
2021-2025 4.50% 111,482 178,378 289,860
2026-2030 4.50% 139,553 150,307 289,860
2031-2035 4.50% 174,692 115,168 289,860
2036-2040 4.50% 218,679 71,181 289,860
2041-2044 4.50% 201,122 17,947 219.069
$934.576 $733,793 $1.668.369

C. NOTES PAYABLE

The following is the outstanding note payable of the City of Lenox as of December 31, 2015, and the
annual requirements to amortize this note.

Georgia Drinking Water Revolving Loan Fund dated June 1, 2002, for $65,310 and payable in
quarterly installments of $837 beginning December 1, 2002. The interest rate on this loan is 0%.

The proceeds of this loan were used for the extension of the City’s water system.

Water and Sewer Fund

Year Ending December 31 Principal Interest

2016 $3,348 $0
2017 3,348 0
2018 3,348 0
2019 3,348 0
2020 3,348 0
2021-2022 4,194 0

$20,934 $0
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6. INTERNAL BALANCES

During the year various transactions occurred between the various funds of the City, which give rise to
interfund receivable and payable balances. These transactions include charges for services, the purchase
of goods and services, and short-term cash advances. At December 31, 2015, the water and sewer fund had
advanced the general fund $3,058.

7.  CONTINGENT LIABILITIES AND LITIGATION

The City of Lenox is subject to various claims and legal disputes which arise in the normal course of its
operation. In the opinion of management and legal counsel, the outcome of any of these items would not
have a material effect on the City’s financial condition.

8. PENSION PLAN

The City of Lenox contributes to the Georgia Municipal Employees Benefit System, an agent multiple-
employer public employee retirement system that acts as a common investment and administrative agent
for Georgia cities. The Georgia Municipal Employees Benefit System issues a publicly available financial
report that includes financial statements. The report may be obtained by writing to GMA, 201 Pryor Street
S.W., Atlanta, Georgia 30303. The information below is obtained from the report dated January 1, 2016.
For the current year, there are 4 inactive employees (0 beneficiaries) receiving benefits. There is 1 inactive
employee that is entitled to but not yet receiving benefits. There are 9 active employees.

The City’s payroll for employees covered by the system for the year ended June 30, 2015 was $292,898.

All full-time (over 32 hours) City employees are eligible to participate in the System. Eligible employees
must be scheduled to work 5 months out of the year to remain “eligible employees” under the plan.
Regular employees shall be required to complete (1) year of continuous, uninterrupted service with the
City of Lenox before they qualify for participation in the plan. Participation in the plan is considered
mandatory for all eligible employees who satisfy the eligibility conditions in the adoption agreement. With
respect to eligible employees who are employed by the City of Lenox on the original effective date of the
employer’s GMEBS Plan, service with the City of Lenox prior to the date the eligible employee becomes a
participant shall be credited. If an eligible employee is not employed on the original effective date of the
employer’s GMEBS plan, but he returns to service with the City of Lenox sometime after the effective
date, his service prior to the date he becomes a participant shall be credited provided that after his return to
employment, the eligible employee performs service equal to the period of the break in service or one (1)
year, whichever is less. Any limitations imposed with respect to eligible employees employed on the
effective date shall also apply.

The City makes quarterly contributions to the plan based on employee salaries and the amortization of
past service cost. For the plan year beginning January 1, 2015, the minimum funding requirement is
$18,022, or 6.06% of covered payroll. This amount consists of (a) normal cost of $10,859, (b)
amortization of the unfunded actuarial accrued liability of $5,089, (c) interest of $0, (d) administrative
expense of $2,074, and (e) full funding credit of $0. The amounts were developed by the plan
administrators.
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A,

SIGNIFICANT ACTUARIAL ASSUMPTIONS
The estimates on which the cost of the plan and any liability thereof is calculated including:

1) Investment return-the rate of investment yield which the plan will earn over the long-term future.

2) Mortality rates-the death rates of employees and pensioners; life expectancy is based on these
rates.

3) Retirement rates-the rate of probability of retirement at a given age.

4) Turnover rates-the rates at which employees of various ages are expected to leave employment
for reasons other than death, disability, or retirement.

The net investment return is estimated to be 7.75% on-going basis. The long-term expected rate of
return on pension plan investments was determined using a building-block method in which best-
estimate ranges of expected future real rates of return (expected returns, net of pension plan
investment expense and inflation) are developed for each major asset class. These ranges are
combined to produce the long-term expected rate of return by weighing the expected future real rates
of return by the target asset allocation percentage and by adding expected inflation. Best estimates
of arithmetic real rates of return for each major asset class included in the pension plan’s target asset
allocation as of September 30, 2015 are summarized in the following table:

Long-Term Expected Long-Term Nominal

Asset Class Target Allocation Real Rate of Return Real Rate of Return
Domestic Equity 50% 5.95% 9.20%
International 15% 6.45% 9.70%
Equity
Fixed Income 25% 1.55% 4.80%
Real Estate 10% 3.75% 7.00%
Cash 0%
Total 100%

The mortality actuarial and economic assumptions used in the January 1, 2016 valuation were based
on the results of an actuarial experience study for the period January 1, 2010 through June 30, 2014.

Three mortality rates were used:

1) Healthy: RP-2000 Combined Healthy Mortality Table with sex-distinct rates, set forward two
years for males and one year for females.

2) Disabled: RP-2000 Disabled Retirce Mortality Table with sex-distinct rates.

3) Plan Termination basis (all lives): 1994 Group Annuity Reserving Unisex Table.

The RP-2000 mortality tables were determined to contain sufficient provision appropriate to
reasonably reflect future mortality improvement, based on a four-year review of mortality experience
for the period January 1, 2010 to June 30, 2014. Mortality experience will be reviewed periodically
and updated if necessary.
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The significant actuarial assumptions used to compute the actuarial accrued liability and the annual
recommended contribution of the plan meet the Actuarial Standard of Practice No. 4, Measuring
Pension Obligations, establishing generally accepted actuarial principles and practices.

Additional, significant actuarial assumptions used in the current valuation are:

Net Investment Return 7.75% ongoing basis

Projected Salary Increases 3.25% plus service based merit increases
Inflation 3.25%

Cost of Living Adjustment Not Applicable

B. FUNDING POLICY AND ANNUAL CONTRIBUTIONS

The funding policy for the plan is to contribute an amount equal to the recommended contribution in
each year. The recommended contribution meets the guidelines for calculating an annual required
contribution set forth in Paragraphs 9-10 of Statement No. 27. These contributions are determined
under the projected unit credit actuarial cost method and the asset valuation method for developing
the actuarial value of assets. The period, and related method, for amortizing the initial unfunded
actuarial accrued liability is 30 years from 1981 and current changes in the unfunded actuarial
accrued liability over 15 years for actuarial gains and losses, 20 years for plan provisions and 30
years for actuarial assumptions and cost methods as a level dollar amount. These amortization
periods, if applicable, are open for this plan year.

C. FUNDED STATUS

The table below sets forth required supplementary information to be disclosed in the schedule of
funding progress. The items presented are as of December 31, 2013, 2014, and 2015:

2013 2014 2015
Actuarial Value of Assets $167,299 $173,103  $177,566
Actuarial Accrued Liability 194,481 208,958 211,184
Funded Ratio 86.02% 82.84% 84.08%
Total Unfunded Actuarial Liability (Funding Excess) 27,182 35,855 33,516
Annual Covered Payroll 189,971 292,898 330,540
Ratio of Unfunded (Excess) to Annual Covered Payroll 14.31% 12.24% 10.17%

The City’s contributions were all made in accordance with actuarial determined requirements.
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D. NET PENSION LIABILITY

The table below details the changes in net pension liability:

Total Fiduciary
Pension Net Net
Liability Position Pension
(TPL) (FNP) Liability
Service Cost $11,891 $ 0 $11,891
Interest 18,179 0 18,179
Differences between Expected and Actual
Experience (3,780) 0 (3,780)
Contributions-Employer 0 14,227 (14,227)
Net Investment Income 0 2,183 (2,183)
Benefit Payments, Including Refunds of
Employee Contributions (19,323) (19,323) 0
Administrative Expense 0 (1.967) 1,967
Net Change 6,967 (4,880) 11,847
Balance at September 30, 2014 244,225 167.900 76,325
Balance at September 30, 2015 $251,192 $163,020 $88.172

E. SENSITIVITY OF NET PENSION LIABILITY

The table below displays the sensitivity of the net pension liability to changes in the discount rate.

1% Decrease Current Discount Rate 1% Increase
(6.75%) (7.75%) (8.75%)
$118,361 $ 88,172 $62,579
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PENSION EXPENSE

The table below illustrates pension expense as determined by the actuarial statement.

Service Cost $ 11,891
Interest on TPL 18,179
Administrative Expenses 1,967
Expected Return on Assets (12,739)
Expensed Portion of Current Year Period Differences between

Expected and Actual Experience in TPL (540)
Expensed Portion of Current Year Period Differences between

Projected and Actual Investment Earnings 2,112
Current Year Recognition of Deferred Inflows and Outflows

Established in Prior Years 2,005
Total Expenses 22,875

DEFERRED OUTLOWS OF RESOURCES AND DEFERRED INFLOWS OF RESOURCES

Based on the measurement date of September 30, 2015, the City reported deferred outflows of
resources and deferred inflows of resources related to pensions from the following sources:

Deferred Outflows Deferred Inflows
of Resources of Resources

Differences between Expected and Actual

Experience $16,704 $(6,738)
Changes of Assumptions 2,322 0
Net Difference between Projected and Actual

Earnings on Pension Plan Investments 10,556 0
Contributions after Measurement Date 3.887
Total $33.469 $(6.738)

The City of Lenox’s contributions of $3,887, subsequent to the measurement date, are reported as

deferred outflows of resources and will be recognized as a reduction of the net pension liability in

2016. Other amounts reported as deferred outflows of resources and deferred inflows of resources
related to pensions will be recognized in pension expense as follows:

Year Ended Outflows Inflows
2016 $5,283 $(1,706)
2017 5,282 (1,706)
2018 5,282 (1,706)
2019 5,282 (1,706)
2020 5,282 (540)

Thereafter 3,171 (1,080)
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10.

H. EFFECT OF PLAN CHANGES ON THE ACTUARIAL ACCRUED LIABILITY

The effect on the actuarial accrued liability of any current-year changes in actuarial assumptions or
benefit provisions is:

The plan provisions valued and the actuarial assumptions are the same as those used to determine the
funded status.

L EFFECT OF PLAN CHANGES ON RECOMMENDED CONTRIBUTIONS

The effect on the recommended contributions of any current-year changes in actuarial assumptions,
benefit provisions or actuarial method is:

The plan provisions valued and the actuarial assumptions and cost methods are the same as those
used to determine the contribution requirement for the preceding year.

J. THREE-YEAR TREND INFORMATION

2013 201 015
Annual Pension Cost $25,601 $12,962 $22,875
Percentage of APC Contributed 100% 100% 100%
Net Pension Obligation 0 0 0

Sources of Valuation Data

Asset Data: The Georgia Municipal Employees Benefit System has supplied all asset data used in the
valuation. The market value of assets is based on current values as of two months preceding the valuation
date and is assumed to be current through that date.

Participant Data: The primary source of participant data for the current valuation is a census of all
participants which was prepared by the employer through GMEBS. The data is typically collected by the
employer two months prior to valuation date and assumed to be current through that date.

INTERNAL TRANSFERS

During the year the special purpose local option sales tax fund reported a transfer of $9,746 to the water
and sewer fund for sewer system improvements.

RISK MANAGEMENT

The City is exposed to various risks of losses related to torts; thefts of, damage to, and destruction of
assets; errors and omissions; injuries to employees; and natural disasters. The City has joined together
with other municipalities in the state as part of the Georgia Interlocal Risk Management Agency Property
and Liability Insurance Fund and the Georgia Municipal Association Group Self-Insurance Workers
Compensation Fund, public entity risk pools currently operating as common risk management and
insurance program for member local governments.

32



NOTES TO FINANCIAL STATEMENTS

City of Lenox
Lenox, Georgia December 31, 2015

11.

12.

13.

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 pool’s agents and attorneys, to follow loss reduction procedures
established by the pools, and to report as promptly as possible, and in accordance with any coverage
descriptions issued, all incidents which could result in the pools being required to pay any claim of loss.
The City is also to allow the pool’s 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 pools.

The pools are to defend and protect the members of the pools against liability or loss as prescribed in the
member governments’ contracts and in accordance with the workers” compensation laws of Georgia. The
pools are to pay all cost 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.

The City continues to carry commercial insurance for all other risk of loss, including employee health and
accident insurance. Settled claims have not exceeded the commercial insurance coverage.

JOINT VENTURES

The City of Lenox, in conjunction with cities and counties in the ten county South Georgia area,
participates in the Southern Georgia Regional Commission (SGRC). Membership in an SGRC is required
by Code of Georgia Section 50-8-34 that provides for the organizational structure of the SGRC. The
SGRC board membership includes the chief elected official of each county and municipality of the area.
OCGA 50-8-39.1 provides that the member governments are liable for any debts or obligations of a
Regional Commission.

Information concerning the financial statements may be obtained from the Southern Georgia Regional
Commission Center, P.O. Box 1223, Valdosta, Georgia 31603.

SUBSEQUENT EVENTS

In preparing these financial statements, the City has evaluated events and transactions for potential
recognition or disclosure through August 11, 2016, the date when the financial statements were available to
be issued.

EXCESS OF EXPENDITURES OVER APPROPRIATIONS

The police and sanitation departments” expenditures exceeded their appropriated budget amounts by

$101,170 and $2,956 respectively. These excess expenditures are primarily the result of an increase in
insurance cost and unbudgeted fine surcharge remittances.
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SCHEDULE OF CHANGES IN NET PENSION LIABILITY AND RELATED RATIOS

City of Lenox

Lenox, Georgia December 31, 2015
2015 2014
Total Pension Liability:
Service Cost $ 11,891 $ 7267
Interest on Total Pension Liability 18,179 16,155
Differences Between Expected and Actual Experience (3,780) 19,491
Change in Assumptions 0 2,706
Benefit Payments (19,323) (19,703)
Net Change in Total Pension Liability 6,967 25,916
Total Pension Liability-Beginning 244,225 218,309
Total Pension Liability-Ending $ 251,192 $ 244,225

Plan Fiduciary Net Position:

Contributions-Employer $ 14,227 $ 14,975
Net Investment Income 2,183 17,713
Benefit Payments (19,323) (19,703)
Administrative Expenses (1,967) (1,610)
Net Change in Plan Fiduciary Net Position (4,880) 11,375
Plan Fiduciary Net Position-Beginning 167,900 156,525
Plan Fiduciary Net Position-Ending $ 163,020 $ 167,900
Net Pension Liability-Ending $ 88,172 $ 76,325
Plan Fiduciary Net Position as a Percentage of Total Pension Liability 64.90% 68.75%
Covered Employee Payroll 330,540 292,898
Net Pension Liability as a Percentage of Covered Employee Payroll 26.68% 26.06%

Note to the Schedule:
The schedule will present 10 years of information once it is accumulated.
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SCHEDULE OF CONTRIBUTIONS

City of Lenox
Lenox, Georgia

December 31, 2015

Actually Determined Contribution
Contribution in Relation to the Actuarially Determined Contribution

Contribution Deficiency (Excess)

Covered Employee Payroll
Contribution as a Percentage of Covered Employee Payroll

Notes to the Schedule:
Valuation Date
Cost Method
Acturial Asset Valuation Method
Assumed Rate of Return on Investments
Projected Salary Increases
Cost-of-Living Adjustment
Amortization Method
Remaining Amortization Period

The schedule will present 10 years of information once it is accumulated.
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SCHEDULLE OF REVENUES, EXPENDITURES,

AND CHANGES IN FUND BALANCE - BUDGET AND ACTUAL

General Fund Year Ended
Lenox, Georgia December 31, 2015
Budget
Original Final Actual Variance
Revenues:
Taxes $ 124,200 $ 124,200 $ 140,266 $ 16,066
Licenses and Permits 7,000 7,000 18,036 11,036
Franchise Fees 47,000 47,000 46,042 (958)
Charges for Services 56,500 56,500 46,168 (10,332)
Fines and Forfeitures 1,210,000 1,410,000 1,350,810 (59,190)
Intergovernmental 0 0 13,445 13,445
Miscellaneous 20,400 20,400 18,878 (1,522)
Total Revenues 1,465,100 1,665,100 1,633,645 (31,455)
Expenditures:
General Government 385,040 435,040 275,478 159,562
Police Department 736,650 821,650 922,820 (101,170)
Fire Department 16,600 30,600 18,365 12,235
Street Department 175,800 225,800 179,562 46,238
Sanitation Department 40,000 40,000 42,956 (2,956)
Recreation Department 111,010 112,010 51,826 60,184
Total Expenditures 1,465,100 1,665,100 1,491,007 174,093
Excess of Revenues Over (Under) Expenditures 0 0 142,638 142,638
Net Change in Fund Balance 0 0 142,638 142,638
Fund Balance - January 1, 2015 510,248 510,248 510,248 0
FUND BALANCE - DECEMBER 31, 2015 $ 510,248 $ 510,248 $ 652,886 $142,638
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NOTES TO REQUIRED SUPPLEMENTARY INFORMATION

City of Lenox
Lenox, Georgia December 31, 2015

1. BUDGETARY BASIS

The City of Lenox adopts its budget on the modified accrual basis of accounting and is in compliance with
generally accepted accounting principles.
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SCHEDULE OF PROJECTS CONSTRUCTED WITH

SPECIAL SALES TAX PROCEEDS

City of Lenox Year Ended
Lenox, Georgia December 31, 2015
Original Expenditures Estimated

Estimated Prior Current Percentage

Project Cost Years Year Total Completion

2005 REFERENDUM

Roads, Streets, and Bridges $137,000 $ 77,574 $ 46,843 $ 124,417 91%
City Hall Debt Retirement 88,000 81,537 0 81,537 100%
Water and Sewer System Improvements 14,850 46,299 9,746 56,045 100%
TOTAL $239,850 $205,410 $ 56,589 $ 261,999

2011 REFERENDUM

Public Works Projects $200,000 $101,024 $ 0 $ 101,024 45%
Recreation Facilities 25,000 0 0 0 0%
TOTAL $225,000 $101,024 $ 0 $ 101,024
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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

The Honorable Mayor and City Council
Lenox, 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, and each major fund of the City of Lenox, Georgia, as of and for the year ended December 31,
2015, and the related notes to the financial statements, which collectively comprise the City of Lenox,
Georgia’s basic financial statements and have issued our report thereon dated August 11, 2016.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the City of Lenox, Georgia’s
internal control over financial reporting 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 the City of Lenox, Georgia’s internal control. Accordingly, we do
not express an opinion on the effectiveness of the City of Lenox, Georgia’s internal control.

Our consideration of internal control was for the limited purpose described in the preceding paragraph 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.
However, as described in the accompanying schedule of findings and responses, we identified certain
deficiencies in internal control that we consider to be material weaknesses and significant deficiencies.

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. We consider the deficiency
described in the accompanying schedule of findings and responses as item 15-1 to be a material weakness.

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. We
consider the deficiencies described in the accompanying schedule of findings and responses as items 15-2 and
15-3 to be significant deficiencies.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the City of Lenox, 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
Government Auditing Standards.

City of Lenox, Georgia’s Response to Findings

The City of Lenox, Georgia’s responses to the findings identified in our audit are described in the
accompanying schedule of findings and responses. The City of Lenox, Georgia’s responses were not subjected
to the auditing procedures applied in the audit of the financial statements and, accordingly, we express no
opinions on them.

Purpose of Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance and
the results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal control or
on compliance. This report is an integral part of an audit performed in accordance with Government Auditing
Standards in considering the entity’s internal control and compliance. Accordingly, this communication is not
suitable for any other purpose.

Moy COLLeopl

\/
HerrinigCPA Group, P.C.
Tifton, Georgia
August 11,2016
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SCHEDULE OF FINDINGS AND RESPONSES

City of Lenox Year Ended
Lenox, Georgia December 31, 2015

SUMMARY OF AUDIT RESULTS

1.

The auditor’s report expresses an unmodified opinion on the basic financial statements of the City of
Lenox, Georgia,

Three reportable conditions were disclosed during the audit of the basic financial statements and are
reported in the “Report on Compliance and on Internal Control Over Financial Reporting Based on an
Audit of Financial Statements Performed in Accordance With Government Auditing Standards”.

No instances of noncompliance, material to the basic financial statements of the City of Lenox, Georgia,
were disclosed during the audit.

The City of Lenox, Georgia, was not required to undergo a single audit for the fiscal year ending
December 31, 2015.

FINDINGS-FINANCIAL STATEMENTS AUDIT

15-1

15-2

Segregation of Duties (Repeat)

The City of Lenox, Georgia, does not employ sufficient qualified personnel to provide for the adequate
segregation of duties and the preparation of annual financial reports.

Criteria-A sufficient number of personnel should be in place to provide for the segregation of conflicting
duties and to provide for the preparation of annual financial reports.

Effect-Improper segregation of duties can allow for the misappropriation of funds.
Recommendation-Additional personnel should be hired, any conflicting duties segregated, and an annual
financial report should be prepared.

Management’s Response-Management agrees with the finding; however, it is not economically feasible to
hire additional personnel. Management has put in place procedures to help alleviate this problem.

Reconciliation of Accounts Receivable Ledgers (Repeat)

The City of Lenox, Georgia, did not reconcile the accounts receivable ledgers to the general ledger or to
daily cash receipts.

Criteria-The accounts receivable ledgers need to be reconciled to the general ledger on a monthly basis by
personnel independent of the cash receipts and billing functions.

Effect-Failure to reconcile the accounts receivable ledgers to the general ledger can result in
misappropriation of funds and the failure to detect such misappropriation.

Recommendation-All accounts receivable ledgers need to be reconciled to the general ledger on a monthly
basis.

Management’s Response-Management agrees with this finding and will put in place procedures to
reconcile the accounts receivable ledgers to the general ledger.
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City of Lenox Year Ended
Lenox, Georgia December 31, 2015
15-3 Financial Statement Preparation (Repeat)

The management of the City of Lenox, Georgia, does not have the skills needed to prepare its financial
statements in accordance with generally accepted accounting principles.

Criteria-Weakness in internal control.

Effect-Governing board is provided generally accepted accounting principles basis financial statements on
an annual basis only.

Management’s Response-Hiring additional personnel with adequate professional training is not
economically feasible. The city clerk prepares a monthly financial report for the governing board.
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