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Independent Auditor's Report




Earl A. Lawson,
Certified Public Accountant
1025 Elizabeth Street
Blackshear, Georgia 31516
Telephone

(912) 449-5485 INDEPENDENT AUDITOR'S REPORT

To the City Council
Offerman, Georgia

Report on the Financial Statements

| have audited the accompanying financial statements of the governmental activities,
each major fund, of the City of Offerman, Georgia, as of and for the year ended June
30, 2016, and the related notes 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 controls 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

My responsibility is to express opinions on these financial statements based on my audit. |
conducted my 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 | 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 circum-
stances, but not for the purpose of expressing an opinion on the effectiveness of the entity's
internal control. Accordingly, | 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.

| believe that the audit evidence | have obtained is sufficient and appropriate to provide a basis
for my audit opinions.

Member: American Institute of Certified Public Accountants
Georgia Society of Certified Public Accountants




Opinions

In my opinion, the financial statements referred to above present fairly, in all material respects,
the respective financial position of the governmental activities, and each major fund of the City
of Offerman, Georgia, as of June 30, 2016, and the respective changes in the financial position
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 and analysis, and budgetary comparison information on pages
12-19 and 51-54 be presented to supplement the financial statements. Such information,
although not a part of the basis financial statements, is required by Governmental Account-
ing Standards Board who considers it to be an essential part of the financial reporting for
placing the basic financial statements in an appropriate operational, economic, or historical
| 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 inquires of management about the methods of preparing the information
and comparing the information for consistency with management's responses to our
inquires, the basic financial statements, and other knowledge | obtained during my audit

of the basic financial statements. | do not express an opinion or provide any assurance on
the information because the limited procedures do not provide me with sufficient evidence
to express an opinion or provide any assurance.

Other Information

My audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the City of Offerman, Georgia's basic financial statements. The
budgetary comparison schedule on page 56-57 is presented for purposes of additional analysis
and are not a required part of the basic financial statements.

The budgetary comparison schedule on page 56-57 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 my opinion,
the budgetary comparison schedule on page 56-57 is fairly stated, in all material respects, in
relation to the basic financial statements as a whole.
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Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, | have also issued my report dated

July 26, 2016 on my consideration of the City of Offerman Georgia's internal controls

over financial reporting and my tests of its compliance with certain provisions of laws, regulations,
contracts, and grants agreements and other matters. The purpose of that report is to describe the
scope of my 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 consideging the City of Offerman's internal control over financial reporting.

2l

Earl A. Lawson

Certified Public Accountant
Blackshear, Georgia

July 26, 2016
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MANAGEMENT'S DISCUSSION AND ANALYSIS

Management's Discussion and Analysis (MD&A) is a narrative introduction, overview and analysis of the
basic financial statements prepared by the City.

12




City of Offerman, Georgia
Management's Discussion and Analysis
For the Year Ended June 30, 2016

Our discussion and analysis of the City of Offerman's financial performance provides an
overview of the City's financial activities for the year ended June 30, 2065. Please read
it in conjunction with the City's financial statements, which begins on page 21.

FINANCIAL HIGHLIGHTS

T,he assets of the City of Offerman exceeded its liabilities at June 30, 2016 by $1,576,134
Of this amount unrestricted net position of $305,006 may be used to meet the government's
ongoing obligations to citizens and creditors.

The total net position increased by $51,674

As of the close of the current year, the City of Offerman governmental funds reported combined
ending fund balances of $666,310, an increase of $85,850 in comparison with the prior year.
Of this amount $209,457 is unassigned and available for spending.

At the end of the current year, unassigned fund balance for the general fund was $209,457 or
224% of the total general fund expenditures.

USING THIS ANNUAL REPORT

This annual report consists of a series of financial statements. The Statement of Net Position and
the Statement of Activities on page 21-22 provide information about the activities of the City as a
whole and present a longer-term view of the City's finances. Fund financial statements on page 23
& 25-26. For governmental activities, these statements tell how these services were financed in the
short term as well as what remains for future spending. Fund financial statements also report the
City's operations in more detail than the government-wide statements by providing information about
the City's most significant funds. The remaining statements provide financial information about the
activities for which the City acts solely as a trustee or agent for the benefit of those outside of the
government.

13




City of Offerman, Georgia
Management's Discussion and Analysis
For the Year Ended June 30, 2016

Reporting the City as a Whole
The Statement of Net Position and the Statement of Activities

Our analysis of the City as a whole begins on page 21. One of the most important questions asked
about the City's finances is , "Is the City as whole better off or worse off as a result of the year's
activities?" The Statement of Net Position and the Statement of Activities report information about the
City as a whole and about its activities in a way that helps answer this question. These statements
include all assets and liabilities using the accrual basis of accounting , which are similar to the
accounting used by most private-sector companies. All of the current year's revenues and expenses
are taken into account regardless of when cash is received or paid.

These two statements report the City's net position and changes in them. You can think of the City's
net position--the difference between assets and liabilities--as one way to measure the City's financial
health, or of financial position. Over time, increases or decreases in the City's net position are one

indicator of whether its financial health is improving or deteriorating. You will need to consider other

nonfinancial factors, however, such as changes in the City's property tax base and the condition to the:

City's roads, to assess the overall health of the City.

In the Statement of Net Position and the Statement of Activities the governmental activities are
presented.

Governmental activities--Most of the City's basic services are reported here, including the
fire, public works, and general administration. Franchise fees, Sales Taxes and state and
federal grants finance most of these activities.

Reporting the City's Most Significant Funds
Fund Financial Statements

Our analysis of the City's major funds begins on page 23. The fund financial statement begins on
age 23 and provides detailed information about the most significant funds--not the City as a whole.
Some funds are required to be establishes by State law and by bond covenants. However, the City
Council establishes many other funds to help it control and manage money for particular purposes
or to show that it is meeting legal responsibilities for using certain taxes, grants, and other money.
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City of Offerman, Georgia

Management's Discussion and Analysis

For the Year Ended June 30, 2016

Governmental funds--Most of the City's basic services are reported in governmental funds,

which focus on how money flows into and out of those funds and the balances left at year-end

that are available for spending. These funds are reported using an accounting method called
modified accrua | accounting, which measures cash and all other financial assets that can

readily be converted to cash. The governmental fund statements provide a detailed short-term
view of the City's general government operations and the basic services it provides. Governmental
fund information helps you determine whether there are more or fewer financial resources

that can be spent in the near future to finance the City's programs. We describe the relationship
(or differences) between governmental activities (reported in the Statement of Net Position and the
Statements of Activities) and governmental funds in a reconciliation at the bottom of the fund

financial statements.

THE CITY AS AWHOLE

The City's combined net position was $1,576,134 at the end of 2016 and $1,528,407 at
the end of 2015 for an increase of $51,674 during the year.

Current & other assets
Capital assets
Total assets

Long-term debt outstanding

Other liabilities
Total liabilities
Net position:
Investment in capital
assets
Restricted
Unrestricted (deficit)
Total net position

Table 1
Governmental Business-type Total
Activities Activities Primary Government
June 30, June 30, June 30,
2016 2015 2016 2015 2016 2015
675,259 $ 593,783 § -8 675,259 $ 593,783
901,054 934,835 - 901,054 934,835
1,676,313 1,528,618 - 1,576,313 1,528,618
179 211 179 211
179 211 - 179 211
901,054 934,835 - 901,054 934,835
370,074 390,596 - 370,074 390,596
305,006 202,976 - 305,006 202,976
1,676,134 $ 1,528,407 $ -3 - 1,576,134 $§ 1,528,407
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City of Offerman, Georgia
Management's Discussion and Analysis
For the Year Ended June 30, 2016

Net position of the City's governmental activities increased by $51,674

Unrestricted Net position--the part of net position that can be used to finance day-to
day operations without constraints established by debt covenants, enabling legislation,
or other legal requirement--changed from a $202,976 at June 30, 2015, to $305,006
at June 30, 2016

Governmental Activities

Revenues for the City's governmental activities increased by $18,613 while total
expenses decreased $11,489. The increase in revenues and the decrease in expenses
2015 over 2014 was caused by the City working to achieve the goals of the City without
incurring any additional expenditures. The Mayor, Council and the Accounting Staff
monitored the revenues and expenditures very closely.

The City has an increase in net position for 2016 of $51,674

The increase in net position was the result of management responsibility in
administering the Cities activities for the year.

16




City of Offerman, Georgia
Management's Discussion and Analysis
For the Year Ended June 30, 2016

Revenues:
Program Revenues
Charges for services $
Operating Grants and contributio
Capital Grants and contributions
General Revenues
Sales taxes
Other taxes
Grants and entitlements
Interest

Table 2
Changes in Net Position of

Government and Business Type Activities

Total Revenues

Expenses
General government
Public safety
Public works
Culture and recreation
Interest
Total expense

Excess (deficiency)
before transfers
and contributions

Capital contributions
Transfers

Increase (decrease)
in net position $

Total
Governmental Business-type Primary
Activities Activities Government
June 30, June 30, June 30,
2016 2015 2016 2015 2016 2015
29,569 $ 28,603 $ -$ - $ 29,569 $ 28,603
673 67,260 - - 673 67,260
101,410 49,488 - - 101,410 49,488
46,981 38,376 - - 46,981 38,376
487 453 - - 487 453
179,120 184,180 - - 179,120 184,180
80,071 80,150 - - 80,071 80,150
9,381 11,247 - - 9,381 11,247
32,427 34,675 - - 32,427 34,675
5,567 5,392 - - 5,567 5,392
127,446 131,464 - - 127,446 131,464
51,674 52,716 - - 51,674 52,716
51674 $ 52,716 $ - $ - $ 51,674 $ 52,716

The cost of all governmental activities this year was $97,204 compared to $35,601 last

year.

THE CITY'S FUNDS

As the City completed the year, its governmental funds as presented in the balance sheet on page 23
reported a combined fund balance of $666,310, which is a increase form last year's total of $584,407.
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City of Offerman, Georgia
Management's Discussion and Analysis
For the Year Ended June 30, 2016

General Fund Budgetary Highlights
The City Council did not amend the budget during the year ended June 30, 2016.
The City had a variance of $7,636 in the revenue. The budget had total revenue of

$121,425 The actual revenue was $129,061. The budget was has a positive
variance of 6.2%.

The City had a variance of $9,456 in expenditures. The budget had total expenditures of $103,100.

The actual expenditures were $93,644
CAPITAL ASSET AND DEBT ADMINISTRATION
Capital Assets

At the end of 2016 the City had $901,054 invested in a broad range of capital assets,
including equipment, buildings, and roads. (See Table 4 below). This amount represents
a net decrease (including additions and deductions) of $33,781 over last year. The
decrease was caused by the depreciation expense for the year ended June 30, 2016.
The depreciation expense was greater than the asset additions for the year.

Table 4
Capital Assets at Year-end
(Net of Depreciation)
Governmental Business-type Primary
Activities Activities Government
June 30, June 30, June 30,
2016 2015 2016 2015 2016 2015
Land $ 12,500 $ 12,500 $ -8 -8 12,500 $ 12,500
Construction in Progress - - - - - -
Building and Improvements 205,371 212,327 - - 205,371 212,327
Equipment 10,760 12,995 - - ' 10,760 12,995
Vehicles 10,583 13,416 ) - - 10,583 13,416
infrastructure 661,840 683,597 - - 661,840 683,597
Paving - - - -
Totals $ 901,054 $ 934,835 $ - $ -3 901,054 $ 934,835

There were $0.00 additions to the capital assets during the year ended June 30, 2016. The decrease
in the capital assets was due to the depreciation of $33,781 recorded exceeded the additions of $0.00
for a reduction of $33,781 for the year ended June 30, 2016.

For more information on the changes in capital assets, see Note 6 on page 45.
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City of Offerman, Georgia
Management's Discussion and Analysis
For the Year Ended June 30, 2016

Debt

At year-end, the City had $0.00 in capital lease outstanding verse $0.00 last year.
as shown in Table 5.

Table 5
Outstanding Debt at Year-end

Governmental Business-type Primary
Activities Activities Government
June 30, June 30, June 30,
2016 2015 2016 2015 2016 2015
Leases $ -8 - § -8 , - $ -8 -
Note payable - - - - - -
Totals $ - $ -3 -5 - $ - $ -

The City issued $0.00 in new debt during the year ended June 30, 2016. The City does not
plan to issue any new debt during the year ended June 30, 2017.

ECONOMIC FACTORS AND NEXT YEAR'S BUDGETS AND RATES

The City's elected and appointed officials considered many factors when setting the year

June 30, 2017 budget, tax rates, and fees that will be charged. One of those factors is the
economy. The council also considered the expected increase in the cost of goods and services
during the year ended June 30, 2017.

These indicators were taken into account when adopting the General Fund budget is expected to
increase modestly by the close of the year ended June 30, 2017. More importantly, however,
this will have been accomplished without selling capital assets or incurring long-term debt.

CONTACTING THE CITY'S FINANCIAL MANAGEMENT
This financial report is designed to provide our citizens, taxpayers, customers, and investors and
creditor with a general overview of the City's finances and to show the City's adjustability for the

money it receives. If you have questions about this report or need additional financial information,
contact the City Clerk's Office at City Hall, Offerman, Georgia.
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Basic Financial Statements

The basic financial statements inciude the government-wide statement of net position and government-wide
statement of activities which include all of the primary government's governmental activities.
In addition, the basic financial statements include the fund financial
statements and the notes to the financial statements.

20
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City of Offerman, Georgia
Balance Sheet
Governmental Funds
June 30, 2016

ASSETS

Cash and cash equivalents
Receivables, net

Due form other funds
Intergovernmental
Prepaids

Inventories

Total assets

Liabilities and Deferred Inflows

of Resources
Liabilities:
Accounts payable
Accrued payroll deductions
Due to other funds
Payable to other governments

Total liabilities
Deferred Inflows of Resources

Total Liabilities and Deferred
Inflows of Resources

Fund balances:
Nonspendable:
Inventories
Prepaids
Restricted for:
Capital Projects
Assigned:

General Government Expenditures

Unassigned:
General fund
Capital projects funds

Total fund balances

Total liabilities, Deferred Inflows

of Resources and Fund Balance

Capital Project

] Other Total
2014 2008 Governmental Governmental

General SPLOST SPLOST Funds Funds
273,474 § 107,241 § 253,968 $ -8 634,683
26,876 13,700 - - 40,576
300,350 $ 120,941 253,968 $ - $ 675,259
-8 - : - $ - $ -
179 - - - 179
179 - . - - 179
4,200 4,570 - - 8,770
4,379 4,570 - - 8,949
- 116,371 253,968 - 370,339
86,514 - - - 86,514
209,457 B - - 209,457
295,971 116,371 253,968 - 666,310
300,350 $ 120,941 § 253,968 $ -3 675,259
23

The accompanying notes are an integral part of these financial statements.




Reconciliation of Total Governmental Fund

City of Offerman, Georgia

Balances to Net Position of Governmental Activities

For the Year Ended June 30, 2016

TOTAL GOVERNMENTAL FUND BALANCES

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 funds
Cost
Less accumulated depreciation

Other long-term assets are not
available to pay for current
period expenditures and therefore
are deferred in the funds:
Sales Taxes
SPLOST

Liabilities, including notes and
capital leases are not due
and payable in the current
period and therefore are not
reported in the funds:

Capital leases

NET POSITION OF GOVERNMENTAL

ACTIVITIES

1,277,455

(342,620)

4,330
4,835

666,310

934,835

9,165

The accompanying notes are an integral part of these financial statements.

1,610,310
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City of Offerman, Georgia
Statement of Revenues, Expenditures, and Changes in Fund Balance
Governmental Funds
For the Year Ended June 30, 2016

Capital Project Other Total
2014 2008 Governmental Governmental
General SPLOST SPLOST Funds Funds
REVENUES:
Taxes $ 88,873 $ -8 -8 - % 88,873
Fees and fines - - - - -
Licenses and permits 28,863 - - - 28,863
Charges for services 706 - - - 706
Intergovernmental 10,132 . 49,781 ) - - 59,913
Rents - - - - -
Interest earnings 487 163 510 - 1,160
Other - - - - -
Total revenues 129,061 48,944 510 - 179,515
EXPENDITURES:
Current:
General government 75,237 - - - 75,237
Public safety 4,061 - - - 4,061
Public works 8,778 22 - - 8,800
Culture and recreation 5,567 - - - 5,567
Community development : - - - - -
Capital Outlay:
General government - - - - -
Public safety - - - - -
Public works - - - - -
Culture and recreation - - - - -
Community development - - - - -
Debt service:
Principal - - - - -
Interest and other charges - - - - -
Total expenditures 93,643 22 - - 93,665
Excess (deficiency) of revenues
over expenditures 35,418 49,922 510 - 85,850
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City of Offerman, Georgia
Statement of Revenues, Expenditures, and Changes in Fund Balance
Governmental Funds
For the Year Ended June 30, 2016

Capital Project Other Total
2014 2008 Governmental Governmental
General SPLOST SPLOST Funds Funds
OTHER FINANCING SOURCES
(USES)
Capital lease proceeds - - - - -
Sale of Capital Assets - - - - -
Transfers in - 4,542 - - 4,542
Transfers out - - (4,542) - (4,542)
Total other financing sources
and uses - 4,542 (4,542) - -
Net change in fund balance 35,418 54,464 (4,032) - 85,850
Fund balances-restated
See Note 7-A Page 47 260,553 61,807 258,000 - 580,460
Fund balances-ending 3 295,971 $ 116,371 § 253,968 §$ - $ 666,310

The accompanying notes are an integral part of these financial statements.
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City of Offerman, 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 June 30, 2016

NET CHANGES IN FUND BALANCES
TOTAL GOVERNMENTAL FUNDS $ 85,850

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

Governmental funds report capital outlays as expenditures. However, in the
statement of activities, the cost of those assets is allocated over their
estimated useful lives as depreciation expense. This is the amount by
which capital outlays exceeded depreciation expense in the current period.
Capital outlay -
Depreciation expense (33,958) (33,958)

In the statement of activities, only the gain on the sale of assets is reported,
whereas in the governmental funds, the proceeds from the sale increase
financial resources. Thus, the change in net position differs from the
change in fund balance by the net book value of the assets sold:
Cost of Assets Disposed of ' -
Accumulated Depreciation -
Net Book Value of Assets Disposed of -

Revenues not in the statement of activities that are in the revenues -
of the governmental funds.
Sales Taxes 2,355
SPLOST 4,835 7,190

Issuance of long term debt provides current financial resources to
governmental funds while the repayment of the principal of long term debt
consumes the current financial resources of governmental funds. The
issuance of long term debt increases long term liabilities and the repayment
of long term debt reduces long term liabilities in the statement of net position.
Issuance of capital lease -
Repayment of long term debt - -

CHANGE IN NET POSITION OF
GOVERNMENTAL ACTIVITIES ’ $ 59,082

The accompanying notes are an integral part of these financial statements.
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City of Offerman, Georgia
Notes to the Basic Financial Statements
For the Year Ended June 30, 2016

The City of Offerman, Georgia (the "City") is a Georgia municipal corporation and operates under
a charter and a mayor/council form of government.

Note 1 - Summary of Significant Accounting Policies

The financial statements of the City have been prepared in conformity with accounting principles
generally accepted in the United States (GAAP) as applied to governments. The Governmental
Accounting Standards Board (GASB) is the accepted standard-setting body for governmental
accounting and financial reporting. For its enterprise funds, the City, applies any FASB
statements and interpretations issued after November 30, 1989, unless they conflict with

or contradict GASB pronouncements.

The most significant of the City's accounting policies are described below.
1-A. Reporting Entity

The reporting entity is comprised of the primary government, and other organizations that are
included to ensure that the financial statements are not misleading.

Component units are legally separate organizations for which the City is financially accountable.
The City is financially accountable for an organization if the City appoints a voting majority of the
organization's governing board and (1) the City is able to significantly influence the programs or
services performed or provided by the organizations; or (2) the City is legally entitled to or can
otherwise access the organization’s resources; the City is legally obligated or has otherwise
assumed the responsibility to finance the deficits of, or provide financial support to, the
organization; or the City is obligated for the debt of the organization.

Discretely presented component units generally are reported only at the government-wide
financial reporting level.

Discretely Presented Component Units - Based on the GASB criteria, the City has no entities
that qualify as discretely presented component units.

Blended Component Units - Based on the GASB criteria, the City has no entities that qualify
as blended component units. '

1-B. Basis of Presentation
The City's basic financial statements consist of government-wide statements, including a

statement of net position and a statement of activities and fund financial statements, which
provide a more detailed level of financial information.
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City of Offerman, Georgia
Notes to the Basic Financial Statements
For the Year Ended June 30, 2016

Note 1 - Summary of Significant Accounting Policies (Continued)

Government-wide Financial Statements - The government-wide financial statements include a
statement of net position and a statement of activities. These statements report financial
information for the City as a whole. All funds other than fiduciary activities are included at the
government-wide reporting level. Individual funds are not displayed at this reporting level, but
the statements distinguish governmental activities, generally supported by taxes and City general
revenues, from business-type activities, generally financed in whole or in part with fees charged
to external customers.

The statement of net position presents the financial position of the governmental and business-
type activities of the City.

The statement of activities presents a comparison between direct expenses and program
revenues for each function of the City's governmental activities and for each identifiable

activity of the business-type activities of the City. Direct expenses are those that are specifically
associated with a function and therefore clearly identifiable to that particular function. The

City does not allocate indirect expenses to functions in the statement of activities.

The statement of activities reports the expenses of a given function offset by program revenues
directly related to the functional program. A function is an assembly of similar activities and may
include portions of a fund or summarize more than one fund to capture the expenses and program
revenues associated with a distinct functional activity. Program revenues include: (1) charges

for services which report fees and other charges to users of the City's services; (2) operating
grants and contributions which finances annual operating activities including restricted investment
income; and (3) capital grants and contributions which fund the acquisition, construction, or
rehabilitation of capital assets. These revenues are subject to externally imposed restrictions to
these program uses. For identifying to which function program revenue pertains, the determining
factor for charges for services is which function generates the revenue. For grants and
contributions , the determining factor is to which function the revenues are restricted .

Taxes and other revenue sources not properly included with program revenues are reported as
general revenues of the City. The comparison of direct expenses with program revenues identifies
the extent to which each governmental function and each identifiable business activity is self-
financing or draws from the general revenues of the City.

Fund Financial Statements - During the year, the City segregates transactions related to
certain City functions or activities in separate funds in order to aid financial management and to
demonstrate legal compliance. Fund financial statements are designed to present financial
information of the City at this more detailed level. Fund financial statements are provided for
governmental, proprietary, and fiduciary funds.

Major individual governmental and enterprise funds are reported in separate columns with composite
columns for non-major funds.
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City of Offerman, Georgia
Notes to the Basic Financial Statements
For the Year Ended June 30, 2016

Note 1 - Summary of Significant Accounting Policies (Continued)

Fund Accounting - The City uses funds to maintain its financial records during the year.
A fund is a fiscal and accounting entity with a self-balancing set of accounts. The City
uses one categories of funds; governmental.

Governmental Funds - Governmental funds are those through which most governmental functions
typically are financed. Governmental fund reporting focuses on the sources, uses and balances of
current financial resources. Expendable assets are assigned to the various governmental funds
according to they purposes for which the may or must be used. Fund liabilities are assigned to

the fund from which they will be liquidated. The City reports the difference between governmental
fund assets and liabilities as fund balance. The following is the City's major governmental fund:

General Fund - The general fund accounts for all financial resources except those
required to be accounted for in other funds. The general fund's fund balance is
available to the City for any purpose provided it is expended or transferred according
to the general laws of Georgia.

Capital Project Fund - Capital Projects Funds are used to account for financial
resources to be used for the acquisition or construction of major capital facilities
other than those financed by proprietary and trust funds.

2008 Special Local Option Sales Tax (SPLOST) to account for the funds of the
sales tax in accordance with the resolution.

2014 Special Local Option Sales Tax (SPLOST) to account for the funds of the
sales tax in accordance with the resolution.

1-C. Measurement Focus

Government-wide Financial Statements - The government-wide financial statements are prepared
using the economic resources measurement focus. All assets and all liabilities associated with

the operation of the City are included on the statement of net position. The statement of activities
reports revenues and expenses, including depreciation.
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City of Offerman, Georgia
Notes to the Basic Financial Statements
For the Year Ended June 30, 2016

Note 1 - Summary of Significant Accounting Policies (Continued)

Fund Financial Statements - All governmental funds are accounted for using a flow of current
financial resources measurement focus in these financial statements. With this measurement
focus, only current assets and current liabilities generally are included on the balance sheet.

The statement of revenues, expenditures and changes in fund balances reports the sources (i.e.,
revenues and other financing sources) and uses (i.e., expenditures and other financing uses) of

" current financial resources. This approach differs from the manner in which the governmental
activities of the government-wide financial statements are prepared. Governmental fund financial
statements therefore include reconciliation with brief explanations to better identify the relationship
between the government-wide statements and the governmental fund statements.

Like the government-wide statements, all proprietary fund types are accounted for on a flow of
economic resources measurement focus on both financial reporting levels. All assets and all

liabilities associated with the operation of these funds are included on the statements of net position.

The statements of changes in fund net position present increases (i.e., revenues) and decreases
(i.e., expenses) in net total position. The statement of cash flows provides information about
how the City finances and meets the cash flow needs of its proprietary activities.

1-D. Basis of Accounting

Basis of accounting determines when transactions are recorded in the financial records and
reported on the financial statements. Government-wide financial statements are prepared using
the accrual basis of accounting. At the fund reporting level, governmental funds use the modified
accrual basis of accounting. Proprietary funds use the accrual basis of accounting at both
reporting levels. Differences in the accrual and the modified accrual basis of accounting arise

in the recognition of revenue, the recording of deferred revenue, and in the presentation of
expenses versus expenditures.

Revenues - Exchange Transactions - Revenue resulting from exchange transactions, in which
each party gives and receives essentially equal value is recorded on the accrual basis when the
exchange takes place. On the modified accrual basis, revenue is recorded when the exchange
takes place and in the fiscal year in which the resources are measurable and become available.
Available means that the resources will be collected within the current fiscal year or are expected
to be collected soon enough thereafter to be used to pay liabilities of the current fiscal year.

For the City, the phrase "available for exchange transactions" means expected to be received
within twelve months of year-end.
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City of Offerman, Georgia
Notes to the Basic Financial Statements
For the Year Ended June 30, 2016

Note 1 - Summary of Significant Accounting Policies (Continued)

Revenues - Non-exchange Transactions - Non-exchange transactions in which the City receives
value without directly giving equal value in return, include sales taxes, franchise taxes, grants,

and donations. On an accrual basis, revenue from sales taxes is recognized in the period in

which the taxable sale takes place and on the modified accrual basis, it is recognized in the year
received (i.e., when considered available). Revenues from grants and donations are recognized in
the fiscal year in which all eligibility requirements have been satisfied. Eligibility requirements
include timing requirements, which specify the year when the resources are required to be used or
the year when use is first permitted, matching requirements, in which the City must provide local
resources to be used for a specified purpose, and expenditure requirements, in which the resources
are provided to the City on a reimbursement basis. On a modified accrual basis, revenue form
non-exchange transactions also must be available (i.e., collected within 60 days) before it can

be recognized.

Under the modified accrual basis, the following revenue sources are considered to be susceptible
to accrual: franchise taxes, sales taxes, other taxes, interest and federal and state grants.

Deferred Revenue - Deferred revenue arises when assets are recognized before revenue
recognition criteria have been satisfied.

On governmental fund financial statements (i.e., on the modified accrual basis), receivables that
will not be collected within the available period have been reported as deferred revenue (i.e., they
are measurable but not available) rather than as revenue. Sales taxes receivable not collected
within 60 days of year-end have been recorded as deferred revenue. Grants and entitlements
received before the eligibility requirements are met (e.g., cash advances) also are recorded as
deferred revenue.

Expenses/Expenditures - On the accrual basis of accounting, expenses are recognized at the
time they are incurred. On the modified accrual basis, expenditures generally are recognized in the
accounting period in which the related fund liability is incurred and due, if measurable.
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City of Offerman, Georgia
Notes to the Basic Financial Statements
For the Year Ended June 30, 2016

Note 1 - Summary of Significant Accounting Policies (Continued)
1-E. Assets, Liabilities and Fund Equity
1-E-1. Cash, Cash Equivalents, and Investments

Cash and cash equivalents include amounts in demand deposits as well as short-term investments
with a maturity date within three months of the date acquired by the City.

Georgia law authorizes the City to invest in the following type of obligations:

Obligations of the State of Georgia or of any other states

Obligations of the United states Government

Obligations fully insured or guaranteed by the Government of governmental agency
Obligations of any corporation of the government

Prime bankers' acceptances

The State of Georgia local government investment pool (i.e., Georgia Fund )
Repurchase agreements

Obligations of the other political subdivisions of the State of Georgia

Any investment or deposit in excess of the Federal Deposit Insurance Corporation (FDIC) insured
amount must be secured by 110% of an equivalent amount of State or U.S. obligations.

1-E-2. Consumable Inventories

On the government-wide financial statements, inventories are presented at the lower of cost or
market on a first-in, first-out basis and are expensed when used (i.e., the consumption method).

On the fund financial statements, inventories of governmental funds are stated at cost. For all
funds, cost is determined on a first-in, first-out basis. The cost of inventory items is recorded
as expenditure in the governmental fund types when consumed.

1-E-3 Prepaid Items:

Payments made to vendors for services that will benefit periods beyond June 30, 2016,

are recorded as prepaid items using the consumption method by recording an asset for the
prepaid amount and reflecting the expenditure in the year in which the services are consumed.
At the fund reporting level, an equal amount of fund balance is recorded as Nonspendable as
this amount is not available for general appropriation.
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City of Offerman, Georgia
Notes to the Basic Financial Statements
For the Year Ended June 30, 2016

Note 1 - Summary of Significant Accounting Policies (Continued)
1-E 4 Receivables:

In the fund financial statements, material receivables in governmental funds include revenue
accruals such as sales taxes, grants and other similar intergovernmental revenues since
they are usually both measurable and available. Nonexchange transactions collectible but
available are deferred in the fund financial statements in accordance with modified accrual,
but not deferred in the government-wide financial statements in accordance with the accrual
basis. Allowance for uncollectible accounts receivable are based upon historical trends and
the periodic aging of accounts receivable.

1-E 5 Interfund Balances:

On the fund financial statements, receivables and payables resulting from short-term interfund
loans are classified as "interfund receivables/payables." These amounts are eliminated in the
governmental and business type activities columns of the government-wide statement of net
position, except for any residual amounts due between governmental and business-type
activities, which are reclassified and presented as internal balances.

1-E-6. Capital Assets

General capital assets are those assets not specifically related to activities reported in the
proprietary funds. These assets generally result from expenditures in governmental funds. The
City reports these assets in the governmental activities column of the government-wide statement
to net position but does not report these assets in the governmental fund financial statements.
Capital assets utilized by enterprise funds are reported both in the business-type activities

column of the government-wide statement of net position and in the enterprise funds' statement of
net position. ‘

All capital assets are capitalized at cost (or estimated historical cost) and updated for additions

and retirements during the year. Donated capital assets are recorded at their fair market values as
of the date received. The City maintains a capitalization threshold of five thousand dollars. The
City's infrastructure consist of roads, and bridges. Improvements (i.e., betterments) to capital
assets are capitalized. The costs of normal maintenance and repairs that do not add to the value
of the asset or materially extend as asset's life are expensed.

All reported capital assets are depreciated except for land, and construction in progress.
Improvements are depreciated over the remaining useful lives of the related capital assets.
Useful lives for infrastructure were estimated based on the City's historical records of
necessary improvements and replacement. Depreciation is computed using the straight-
line method over the following useful lives:
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Notes to the Basic Financial Statements
For the Year Ended June 30, 2016

S

Note 1 - Summary of Significant Accounting Policies (Continued)

1-E-6. Capital Assets (Continued)

Governmental Business-Type
Activities Activities

Description Estimated Lives Estimated Lives
Land improvements 20 years 20 years
Buildings and plant 40 years 40 years
Machinery and equipment 5-10 years 5 - 30 years
Vehicles 8 years 8 years
Infrastructure 10 - 65 years 0

Pursuant to GASB Statement34, the City is a phase 3 government and therefore, the
asset category of infrastructure has been recorded since the implementation of GASB
Statement 34 . Historically infrastructure has not been reflected nor a measure of its
consumption charged. Infrastructure assets include roads, bridges, underground pipe
(other than related utilities), traffic signals, etc. GASB Statement 34 requires the
reporting and depreciation of new infrastructure expenditures effective with the beginning
of the implementation year.

1-E-7. Compensated Absences
The City has no program for compensated absences. Therefore, no liability has been recorded.
1-E 8. Accrued Liabilities and Long-term Obligations

All payables, accrued liabilities and long-term obligations are reported in the government-wide
financial statements.

In general, governmental fund payables and accrued liabilities that, once incurred, are paid in a
timely manner and in full from current financial resources, are reported as obligations of the these
funds. However, compensated absences that will be paid from governmental funds are reported as
a liability in the fund financial statements only to the extent that they are "due for payment" during
the current year. Debt service expenditures are recognized as a liability in the governmental fund
financial statements when due.

1-E 9. Fund Equity

The City implemented GASB Statement No. 54, Fund Balance Reporting and Governmental Fund
Type Definitions . This standard changed the overall definitions and classifications of governmental
fund balances.

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.”




City of Offerman, Georgia
Notes to the Basic Financial Statements
For the Year Ended June 30, 2016

Note 1 - Summary of Significant Accounting Policies (Continued)
1-E 9. Fund Equity (Continued)
Governmental Fund Balances

Generally, governmental fund balance represents the difference between the assets
and liabilities under the current financial resources measurement focus of accounting.
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 resources 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 (i.e., items

are not expected to be converted to cash) 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 either 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 can be used only
for specific purposes pursuant to constraints imposed by formal action of the City
Council through the adoption of a resolution. Only the City Council may modify or
rescind the commitment.

Assigned--Fund balances are reported as assigned when amounts are constrained
by the City's intent to be used for specific purposes, but are neither restricted nor
committed. Through resouution, the City Council has authorized the Mayor to assign
fund balances.

Unassigned--Fund balances are reported as unassigned 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.
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Note 1 - Summary of Significant Accounting Policies (Continued)
1-E 9. Fund Equity (Continued)

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:

Committed
Assigned
Unassigned

Net Position

As noted previously, equity for government-wide and proprietary fund financial statements is
classified as net position, and displayed in three components:

Invested in Capital Assets--consists of capital assets including restricted capital
assets, net of accumulated depreciation and reduced by outstanding balances of
any bonds, notes, or other borrowing that are attributable to the acquisition,
construction, or improvement of those assets.

Restricted net position--Consists of net position with constraints placed on the use
either by (a) external groups, such as creditors, grantors, contributors, or laws or
regulations of other governments; or (b) law through constitutional provisions or
enabling legislation. Net position are reported as restricted using the sale defination
as used for restricted fund balance as described in the section above.

Unrestricted net position--All other net position that do not meet the defination of
“restricted" of "invested in capital assets."

The City applies restricted resources first when an expense is incurred for purposes for which both
restricted and unrestricted net position are available.

Operating revenues and expenses for proprietary funds are those that result from providing
services and producing and delivering goods and or services. Also included are all revenues
and expenses not related to capital and related financing, non-capital financing, or investing
activities. All revenues and expenses not meeting this definition are reported as nonoperating
revenues and expenses. When both restricted and unrestricted resources are available for use,
the City's policy is to use restricted resources first, then unrestricted resources as needed.

Expenditures/expenses:
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1-E-10. Operating and non-operating revenues and expenses: Revenues and Expense (Continued)

In the government-wide financial statements, expenses are classified by function for
governmental activities. In the fund financial statements, governmental fund expenditures
are classifies by character i.e. current (further classified by function), debt service, and capital
outlay. Proprietary fund expenses are classified as operating and non-operating.

In the fund financial statements, governmental funds report expenditures of current financial
resources. Proprietary funds report expenses relating to use of economic resources.

1-E-11. Contributions of Capital

Contributions of capital in proprietary fund financial statements arise from outside contributions of

capital assets, tap-in fees to the extent they exceed the cost of the connection to the system, or
from grants or outside contributions of resources restricted to capital acquisition and construction.

1-E-12. Interfund Activity

Exchange transactions between funds are reported as revenues in the seller funds and as
expenditures/expenses in the purchaser funds. Flows of cash or goods from one fund to another
without a requirement of repayment are reported as interfund transfers. Interfund transfers are
reported as other financing sources/uses in governmental funds and the after non-operating
revenues/expenses section in proprietary funds. Repayments from funds responsible for particular
expenditures/expenses to the funds that initially paid for them are not presented on the financial
statements (i.e., they are netted).

Transfers between governmental and business-type activities on the government-wide

statement of activities are reported as general revenues. Transfers between funds reported in the
governmental activities column are eliminated. Transfers between funds reported in the

business type activities column are eliminated.

The preparation of the financial statements in conformity with accounting principles generally
accepted in the United States 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.

1-E-13. Estimates

The preparation of the Financial Statements in conformity with accounting principles
generally accepted in the United States requires management to make estimates and
assumptions that affect the amounts reported in the financial statements and
accompanying notes.
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Note 2 - Stewardship, Compliance and Accountability

2-A. Budgetary Information - The City adopts an annual operating budget for the general fund, the
capital project fund and the special revenue fund. The budget resolution reflects the total of each
department's appropriation in each fund.

The governmental funds budgets are adopted on a basis consistent with GAAP.
The City Charter established the fiscal year as the twelve-month period beginning July 1. The
Mayor and City Clerk prepares a budget of estimated expenditures for the ensuing fiscal year

after which the Mayor subsequently submits a budget of estimated expenditures and revenues to
the City Council by May 1.

The City follows these procedures in establishing budgetary data reflected in the financial statements:

1. Prior to May 1, the Mayor and City Clerk prepare a proposed budget for the
fiscal year commencing July 1.

2. The Mayor submit the proposed budget to the City Council.
3. Public hearings are held to obtain taxpayer's comments.
4. The budget is legally enacted through the passage of a resolution.
5. All revisions to the budget must be submitted to the City Council for approval.
6. Budgetary appropriations lapse at the end of the fiscal year.
The City adopts annual budgets for the following:

Governmental Funds:
1. General Fund

2. Capital Projects Funds:

2008 SPLOST Fund
2014 SPLOST Fund

Encumbrances - The City does not use encumbrance accounting; under which purchase orders,
contracts, and other commitments for the expenditure of moneys are recorded in order to reserve that
portion of the applicable appropriation.

The level of legal budgetary control (the level at which expenditures may not exceed appropriations)
is the department level with the following provisions:
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Note 2 - Stewardship, Compliance and Accountability (Continued)

The City Council may transfer funds from one object or purpose to another within the
same department.

The City Council may amend the budget by motion during the fiscal year.

Formal budgetary integration is not employed as a management control device during the year for all
budgeted funds.

3. Excess of Expenditures Over Appropriations
No funds reported expenditures/expenses over appropriations:

Fund Appropriation Expenditures Appropriation

3.A Deferred Inflows of Resources:

In addition to liabilities, the Balance Sheet of Governmental Funds reports 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(s) and

so will not be recognized as an inflow of resources (revenue) until that time. The City reports

two of these items .

Governmental Funds:

The General fund reports $4,200 as a deferred inflow of resources for the Local Option Sales Tax.
The 2014 SPLOST fund reports $4,570 as a deferred inflow of resources for the Special Local
Option Sales Tax. :

The Governmental Wide Statement of Net Positién did not report any Deferred Inflows of
Resources.

This amount will be recognized as an inflow of resources in the period that the amount become
available.

4. Cash and Investments

Deposits: Custodial Credit Risk for deposits is the risk that, in the event of bank failure, a
government's deposits may not be returned to it. At June 30, 2015 all of the City's deposits
were covered by federal depository insurance or collateralized through the Georgia Public

Funds Pledging Pool, a multiple financial institution collateral pool administered by the Georgia
Bankers Association for the State of Georgia.

Georgia law governs collateral requirements and forms of collateral under O.C.G.A. Section
45-8-12 which is incorporated by reference within the City's Investment Policy. The City

has no custodial credit risk policies requiring additional collateral. In summary, Georgia

law states: ‘
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4. Cash and Investments (continued)

All deposits shall be collateralized within 10 days of deposit by a surety bond,
a guarantee of insurance, or collateral.

The face value of any surety bond, guarantee of insurance or collateral shall be
at least 110% of the daily balance.

If a depository elects the pooled method (0.C.G.A. Section 45-8-1 3-11), the
aggregate market value of pledged securities may not be less than 110% of the
daily pool balance.

Authorized security for deposits enumerated under law includes surety bonds, FDIC insurance,
obligations of the United States of the State of Georgia, obligations of Georgia counties or
municipalities, bonds of any Georgia public authority, industrial revenue bonds of any Georgia
development authority, and obligations of any subsidiary corporation of the Untied States
government full guaranteed by the united States (such as Federal Home Loan Bank, Federal
National Mortgage Association, etc.)

Under state law, investments of the City's public funds may be placed in obligations of (or
obligations guaranteed by) the U.S. government, obligations of agencies of corporations in
the U.S. Government, obligations of any state or any political subdivision of any state,
certificates of deposit or time deposits of financial institutions with deposits insured by

FDIC, prime bankers acceptances, repurchase agreements, and the Georgia Fund 1. During
the year the City invested public funds in certificates of deposits and time deposits of local

banks.

Deposit and investment transactions are subject to a variety of risks. The City's adopted
investment policies seek to promote the safety of principal, provide adequate liquidity
for operational needs, earn market rates of return on investments consistent with liquefy
needs and investment quality, and conform with legal requirements. »

5. Receivables

Receivables at June 30, 2016, consisted of sales taxes, accounts (billings for user charges), and
intergovernmental receivables arising from grants.

Receivables and payables are recorded on the City's financial statements to the extent that the
amounts are determined to be material and substantiated not only by supporting documentation,
but also by a reasonable, systematic method of determining their existence, completeness,
valuation, and in the case of receivables, collectability. '
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NOTE 5. RECEIVABLES AND PAYABLES (Continued)
Receivables

Receivables at June 30, 2016 were as follows:

Due from
Other
Accounts Taxes Gov't Other Notes Total

Governmental activities:

General $ - $ $ 26,876 $ -3 -8 26,876

Capital Project - - 13,700 - - 13,700

Total governmental activities $ - § -$ 40576 $ -8 - $ 40,576
Payables at June 30, 2016 were as follows:

Salaries/ Accrued Total

Governmental activities: Vendors Benefits Interest Other Payables

General $ -8 179 § -8 - $ 179

Special revenue - - - - -

Total governmental activities $ - % 179§ - $ -3 179
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NOTE 6. CAPITAL ASSETS
Capital asset activity for the year ended June 30, 2016 was as follows:
Governmental activities--Net Investment in Capital Assets:

Beginning Ending
Balance Increase Decrease Balance

" Not being depreciated:
Land $ 12,500 $ -3 -3 12,500
Construction in progress - - - -

Total not being depreciated 12,500 - - 12,500

Being depreciated:

Buildings 316,822 - - 316,822
Equipment 51,920 - - 51,920
Vehicles 62,300 - - 62,300
Infrastructure 843,313 - - 843,313
Totals being depreciated 1,274,355 - - 1,274,355
Total capital assets 1,286,855 - - 1,286,855

Less accumulated depreciation for:

Buildings . 104,495 6,956 - 111,451
Equipment 38,925 2,235 - 41,160
Vehicles 48,884 2,833 - 51,717
Infrastructure 159,716 21,757 - 181,473

Total accumulated depreciation 352,020 33,781 - 385,801
Depreciable-net 922,335 (33,781) - 888,554
Capital Assets-Net 934,835 (33,781) - 901,054

Leases Payable - - - -
Note Payable - - - -

Totals - - - R

Net Investment
in Capital Assets $ 934,835 $ 901,054




City of Offerman, Georgia
Notes to the Financial Statements
For The Year Ended June 30, 2016

NOTE 6. CAPITAL ASSETS (CONT'D)

Current year increases in the accumulated depreciation of the capital assets were allocated to the governmental
functional activities as follows:

General government $ 4,834
Public Safety 5,320
Public Works 23,627
Total $ 33,781
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City of Offerman, Georgia
Notes to the Financial Statement
Fro the Year Ended June 30, 2016

NOTE 7. INTERFUND BALANCES AND ACTIVITY
Interfund Balances

Interfund balances at June 30, 2016 consist of the following:
There are no interfund balances at June 30, 2016.

Transfer to/from Other Funds

Fund Transferred To: Fund Transferred From: Amount Purpose

2014 SPLOST 2008 SPLOST $ 4,542 The funds were deposited into the .

2008 SPLOST fund, but should
have been deposited into the 2014
SPLOST fund, the transfer was
to move the funds into the 2014

SPLOST fund. d

Note 7 A. Prior Period Adjustment:

The prior period adjustment was for the purpose of adjusting the Recivable. The Recivable was
overstated and was adjusted to reflect the current expected receipt of funds.

Fund Balance: 2008 SPLOST Fund

Prior to Restatement $ 261,947
Restatement: Reduction in the receivable 3947
Fund Balance after Restatement $ 258,000 °

Net Position: Governmental Funds:

Prior to Restatement $1,528,407
Restatement: Reduction in the receivable 3947
Fund Balance after Restatement $ 1,524,460
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City of Offerman, Georgia
Notes to the Financial Statements
For the Year Ended June 30, 2016

NOTE 8. COMMITMENTS AND CONTINGENCIES
Contingent Liabilities

The City participates in of federal and state assisted grant programs. Expenditures financed

by grants are subject to audit by the appropriate grantor government. If expenditures are disallowed
due to noncompliance with grant program regulations, the City may be required to reimburse the
grantor government. The amount, if any, of disallowed expenditures discovered in future audits is
expected to be immaterial.

Litigation

Based on the advice of the City attorney, there were no material claims outstanding against the City
at June 30, 2016.

NOTE 9. RISK MANAGEMENT

The City's risk management is associated with the following risks employee life, health, property,
and liability, worker's compensation, unemployment, and disability.

Significant losses are covered by commercial insurance for all major programs except unemployment
which is covered by the City's participation in the States Unemployment insurance program.

For insured programs, there have been no significant reductions in insurance coverage. Settlement
amounts have not exceeded insurance coverage for the current year or the three prior years.

The City of Offerman is exposed to various risks of loss related to torts; theft of, damage to and
destruction of assets, errors and omissions; injuries to employees; and natural disasters. The City
has obtained commercial insurance coverage for the these risks.

The City does not have workers compensation coverage, however they have not experienced
any claims within the past two years.

NOTE 10. SUBSEQUENT EVENTS:

The City's management is not aware of any subsequent events that will have a material effect on
the financial statements taken as a whole.
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City of Offerman, Georgia
Notes to the Basic Financial Statements
For the Year Ended June 30, 2016

NOTE 10. JOINT VENTURES
Southern Regional Commission (SRC):

Under Georgia Law, the City, in conjunction with other municipalities and counties in

South Georgia are members of the Southern Georgia Regional Commission (RC). The RC

is comprised of 18 counties in the Southern Georgia area. Membership in the RC is required

by the Official Code of Georgia Annoted (OCGA) Section 50-8-34, which provides for the organization
structure of the RC in Georgia. The RC Board membership includes representation from each county
and municipality of the area, as well as representatives from the private sector and other governmental
entities. OCGA 50-8-39.1 provides that the member governments are liable for any debts or obligations
of an RC. During its year ended June 30, 2016, the City paid $550 in RC Dues. Separate financial
statements for the RC are available from:

Southern Georgia Regional Commission
3395 Harris Road
Waycross, Georgia 31503
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REQUIRED SUPPLEMENTARY INFORMATION OTHER
THAN MD&A
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BUDGETARY COMPARISON SCHEDULE
GENERAL FUND
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City of Offerman, Georgia
Budgetary Comparison Schedule--General Fund
For the Year Ended June 30, 2016

Actual Amounts

Budgeted Amounts (Budgetary Variance with
Qriginal Final Basis) Final Budget
Revenues:
Taxes 3 85500 $ 85,500 $ 88,873 $ 3,373
Licenses and permits 25,000 25,000 28,863 3,863
Charges for services 500 500 706 206
Intergovernmental 10,000 10,000 10,132 132
Interest 425 425 487 62
Total revenues 121,425 121,425 129,061 7,636
Expenditures:
Current:
General government:
Administration . 80,000 80,000 75,238 4,762
Public safety:
Fire department 6,000 6,000 4,061 1,939
Public works:
Street 11,500 11,500 8,778 2,722
Culture and Recreation:
Recreation’ 5,600 5,600 5,567 33
Debt Service
Principal - - - -
Interest - - - -
Total Expenditures 103,100 103,100 93,644 9,456
Excess of revenues
over (under) expenditures before
other financing sources (uses) 18,325 18,325 35,418 17,093
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City of Offerman, Georgia
Budgetary Comparison Schedule--General Fund
For the Year Ended June 30, 2016

Actual Amounts
Budgeted Amounts (Budgetary Variance with
Original Final Basis) Final Budget

Other Financing Sources
(Uses)
Contingencies (18,325) (18,325) - 18,325
Capital Lease Proceeds - - - -
Transfers in - - - -
Transfers (out) - - - -

Total other financing
Sources (Uses) (18,325) (18,325) - 18,325

Net change in fund
balance $ - $ - 35418 $ 35,418

Fund balance beginning 260,553
Fund balance ending $ 295,971
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City of Offerman, Georgia
Notes to Required Supplementary Information
June 30, 2016

The City Charter established the year as the twelve-month period beginning July 1. The
Mayor and City Clerk prepare a budget of estimated expenditures for the ensuing fiscal year
after which the Mayor subsequently submits a budget of estimated expenditures and revenues
to the city Council by May 31.

The City follows these procedures in establishing budgetary data reflected in the financial statements:

1.

Prior to May 1, the Mayor and the Council prepare a proposed budget for the
year commencing July 1.

The Mayor submits the proposed budget to the City Council at a
public hearing.

. Public hearings are held to obtain taxpayer's comments.

The budget is.legally enacted through the passage of a resolution.

All revisions to the budget must be submitted to the City Council for approval.
Budgetary appropriations lapse at the end of the year.

The budget is prepared and adopted on a basis consistent with generally accepted
accounting principles. An annual budget is adopted for the General fund, Special

Revenue funds. A project length budget is adopted for all Capital Projects Funds.
Budgetary amounts are not formally integrated into the general ledgers.
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MAJOR CAPITAL PROJECT FUND
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City of Offerman, Georgia

Budgetary Comparison Schedule--Capital Project Fund

2008 Special Local Option Sales Tax
For the Year Ended June 30, 2016

Budgeted Amounts
Original Final

Actual Amounts

Budgetary
Basis

Variance With
Final Budget

Revenues:
Intergovernmental $ - $ -
Interest 500 500

510

10

Total Revenues . 500 500

510

10

Expenditures:
Current
Public works:
Roads, Bridges and Streets - -
Culture and recreation -

Total Expenditures - -

Excess of revenues
Over (Under)
Expenditures 500 500

510

10

Other Financing Sources
(Uses)
Transfers In - -
Transfers Out (4,542) (4,542)

(4,542)

Total Other Financing

Sources (Uses) (4,542) (4,542)

(4,542)

Net Change in Fund Balance $ (4,042) $ (4042
Fund balance Restated-See Note 7 A Page 47

Fund balance ending

(4,032)

258,000

253,968 |

$ 10

56




City of Offerman, Georgia
Budgetary Comparison Schedule--Capital Project Fund
2014 Special Local Option Sales Tax
For the Year Ended June 30, 2016

Actual Amounts

Budgeted Amounts Budgetary Variance With
Original Final Basis Final Budget
Revenues:
Intergovernmental $ 50,000 $ 50,000 $ 49,781 $ (219)
Interest 150 150 163 13
Total Revenues 50,150 50,150 49,944 (208)
Expenditures:
Current
Public works:
Roads, Bridges and Streets - - 22 (22)
Culture and recreation - - -
Total Expenditures - - 22 (22)
Excess of revenues
Over (Under)
Expenditures 50,150 50,150 49,922 (228)
Other Financing Sources
(Uses)
Transfers In 4,542 4,542 4,542 -
Transfers Out - - - -
Total Other Financing
Sources (Uses) 4,542 4,542 4,542 -
Net Change in Fund Balance $ 54,692 $ 54,692 . 54,464 $ (228)
Fund baiance beginning 61,907
Fund balance ending 116,371
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State Compliance Section
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Special Reports

The Special Report is applicable to the Special one Percent Sales and Use Tax required
by the State of Georgia
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Earl A. Lawson,
Certified Public Accountant
1025 Elizabeth Street
Blackshear, Georgia 31516
Telephone Independent Auditors' Report on Special one
{912) 449-5485 Percent Sales and Use Tax

The City Council
Offerman, Georgia

I have audited the accompanying Schedule of Special Purpose Local Option Sales Tax
for the City of Offerman, Georgia for the year ended June 30, 2016. This schedule is
the responsibility of the City of Offerman, Georgia management. My responsibility
is to express an opinion on the Schedule of Special Purpose Local Option Sales Tax
based on my audit.

I conducted my audit in accordance with auditing standards generally accepted in the
United States of America and standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United
States. Those standards require that | plan and perform the audit to obtain reasonable
assurance about whether the Schedule ofSpeciaI Local Option Sales Tax is free of
material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the Schedule of Special Purpose Local
Option Sales Tax. An audit also includes assessing the aécounting principles used

and significant estimates made by management, as well as evaluating the overall
presentation of the Schedule of Special Purpose Local Option Sales Tax. | believe
that my audit provides a reasonable basis for my opinion.

The accompanying Schedule of Special Purpose Local Option Sales Tax was prepared
for the purpose of complying with the Official Code of Georgia Annotated, 48-8-121
on the modified accrual basis of accounting used for the Special Purpose Local Option
Sales Tax schedule as described in Note and is not intended to be a complete
presentation of the City of Offermans' revenues and expenditures.

In my opinion, the Schedule of Special Purpose Local Option Sales Tax referred to above
presents fairly, in all material respects, the original estimated cost, the current estimated
cost, and the current and prior year expenditures of each project in the City of Offermans’
resolution or ordinance calling for the tax for the year ended June 30, 2016, in conformity
with accounting principles generally accepted in the United States of America.

i

o \\-
Earl A. Lawson
Certified Public Accountant
Blackshear, Georgia
July 26, 2016
Member: American Institute of Certified Public Accountants

Georgia-Society of Certified Public Accountants
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City of Offerman, Georgia
Schedule of Projects Constructed with
2008 Special Purpose Local Option Sales Tax Proceeds
For the Year Ended June 30, 2016

Estimated
Total Percentage
Estimated Prior Current of
Project Cost Years Year Total Completion
Building and maintaining roads,

bridges and streets $350,000 S 12,675 S - S - 0.00%
Capital outlan for curtural,
recreational or historical

facilities 75,600 - - - 0.00%

Totals $ 425,600 S 12,675 S - S -
Note: There is a transfer between the 2008 SPLOST and the 2014 SPLOST. The

transfer was necessary to properly report the 2014 SPLOST revenue that

was recorded in the 2008 SPLOST fund. The amount of the transfer is
$4,542.00
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City of Offerman, Georgia
Schedule of Projects Constructed with
2014 Special Purpose Local Option Sales Tax Proceeds
For the Year Ended June 30, 2016

Estimated
Total Percentage
Estimated Prior Current of

Project Cost Years Year Total Completion
Road & Street Construction &

Maintenance . $ 275,000 S - S 22 S - 0.01%
Capital outlay for cultural and

recreational facilities
(Community Center)- 59,400 - - - 0.00%
Totals $ 334,400 S - S 22 S -

Note: There is a transfer between the 2008 SPLOST and the 2014 SPLOST. The

transfer was necessary to properly report the 2014 SPLOST revenue that

was recorded in the 2008 SPLOST fund. The amount of the transfer is
$4,542.00
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Earl A. Lawson,
Certified Public Accountant
1025 Elizabeth Street
Blackshear, Georgia 31516
Telephone
(912) 449-5485

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 City Council
City of Offerman, Georgia

| 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 and each major fund of the City of Offerman,
Georgia, as of and for the year ended June 30, 2016, and the related notes to the financial
statements which collectively comprise the City of Offerman's basic financial statements
and have issued my report thereon dated July 26, 2016.

Internal Control Over Financial Reporting

In planning and performing my audit of the financial statements, | considered the City of
Offerman's internal control over financial reporting {internal control) to determine the
audit procedures that are appropriate in the circumstances for the purpose of expressing
my opinions on the financial statements, but not for the purpose of expressing an opinion
on the effectiveness of the City of Offerman’s internal control. Accordingly, | do not
express an opinion on the effectiveness to the City of Offerman’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 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.

My consideration of internal control was for the limited purpose described in the first paragraph
of this section and was not designed to identify all deficiencies in internal control that might

be material weaknesses or significant deficiencies. Given these limitations, during my audit

| did not identify any deficiencies in internal control that | consider to be material weaknesses.
However, material weaknesses may exist that have not been identified.

Member: American Institute of Certified Public Accountants
Georgia Society of Certified Public Accountants
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the City of Offerman's financial
statements are free of material misstatement, | 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 my
audit, and accordingly, | do not express such an opinion. The results of my tests disclosed no
instances of noncompliance or other matters that are required to be reported under Government
Auditing Standards .

Purpose of this Report

The purpose of this report is solely to describe the scope of my 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.
O

Earl A. Lawson, CPA
Blackshear, Georgia
July 26, 2016
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