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INDEPENDENT AUDITOR’S REPORT

To the Honorable Mayor and Council
Of the City of Summerville, Georgia

We have audited the accompanying financial statements of the governmental activities, the business-type
activities and each major fund of the City of Summerville, Georgia as of and for the year ended June 30,
2014, and the related notes to the financial statements, which collectively comprise the City’s basic financial
statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

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

Auditor’'s Responsibility

Our responsibility is to express 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 10
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 cn 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,
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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 ali material respects, the respective
financial position of the governmental activities, business-type activities and each major fund information of
the City of Summerville, Georgia, as of June 30, 2014, and the respective changes in financial position, and
cash flows where applicable thereof, and the respective budgetary comparison for the General Fund for the
year then ended in conformity with accounting principles generally accepted in the United States of America.

MEMBER OF THE AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS AND GEORGIA SOCIETY OF CERTIFIED PUBLIC ACCOUNTANTS






Other Matters
Required Supplementary Information

Management has omitied Management's Discussion and Analysis that accounting principles generaily
accepted in the United States of America requires 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

The Schedules of Special Local Option Sales Tax Expenditures are the responsibility of management and
were derived from and relate 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 opinicn, the Schedules of
Special Purpose Local Option Sales Tax Expenditures are 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 November 6, 2014,
an our consideration of the City of Summerville, 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 internai controt over
financial reporting or on compliance. That report is an integrat part of an audit performed in accordance with
Government Auditing Standards in considering the City of Summerville, Georgia's internal control over
financial reperting and compliance.

Nllamron + Lompane,
Williamson & Company
Certified Public Accountants
November 6, 2014
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CITY OF SUMMERVILLE, GEORGIA

STATEMENT OF NET POSITION

JUNE 30, 2014

ASSETS
Cash and cash equivalents
Receivables - net
Prepaids
Inventories
Restricted cash
Bond issue cost - net of amortization
Capital assets:
Land and improvements
Construction in progress
Other capital assets, net of depreciation

Totai capital assets

Total assets

LIABILITIES
Accounts payable and other current liabilities
Accrued wages payable and withholdings
internal balances
Interest payable
Customer deposits
Bond discount - net of amortization
Long-term liabilities (Note 7):

Due within one year

Due in more than one year

Total Liabilities

NET POSITION
Net investment in capital assets
Restricted
Drug enforcement activities
Recreation
Customer Deposits

Acquisition and construction of capital assets

Debt service
Unrestricted

Total net position

Primary Government

Business -
Governmental type
Activities Activities Total

3 3,435,864 3 15,119 3,450,983
123,754 1,069,049 1,193,703

- 9,556 9,556

9,463 146,391 155,854
266,309 1,112,426 1,378,735

- 150,745 160,745

864,570 13,132 877,702
63,350 836,725 900,075
3,589,315 18,520,045 22,109,360
4,517,235 19,369,902 23,887,137
8,352,625 21,874,088 30,226,713
89,054 487,377 576,431
43,253 20,058 63,311
1,180,457 {1,180,457) -

- 154,174 184,174

6,468 789,427 795,895
- {14,524) (14,524)

31,215 854,372 885,587
599,927 10,891,457 11,491,384
1,950,374 12,001,884 13,952,258
4,280,928 8,800,734 13,081,662
27,698 - 27,698

8,993 - 8,093

- 46,904 46,904

26,312 244,408 270,720

- 821,114 821,114

2,058,320 (40,956) 2,017,364

3 6,402 251 3 9,872,204 16,274 455

The accompanying notes are an integral part of this financial statement.
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CITY OF SUMMERVILLE, GEORGIA

BALANCE SHEET
GOVERNMENTAL FUNDS
JUNE 30, 2014

ASSETS

Cash and cash equivalents

Receivables {net of allowance
for uncollectibles)

Inventories

Cash - Restricted

Due from other funds

Total assets

LIABILITIES AND FUND BALANCES

Liabiltties:
Accounts payable

Accrued wages payable and withhaldings

Due to other funds
Customer deposits
Total liabilities

Fund Batances:
Nonspendable:
Inventories
Leans receivable
Restricted for:
Drug enforcement activities

Acquisition and construction of capital assets

Recreation
Clean and Lien
Unassigned
Unreserved, reported in nonmajor:
Capital projects fund
Total fund bafances
Total liabilities and fund balances

General

Victorian Total
Christmas Governmental
Fund Funds

3,408,652

123,733
9,463
238,611
5,121,885

- 8 3,435,864

21 123,754
- 9,463
- 266,309
- 5,121,685

8,903,044

2t § 8,957.075

89,054
43,253
6,203,142
5,468

-8 80,054
- 43253
- 6,302,142
- 5,468

5,431,917

- 6,440,917

9,463

189,615
8,972
40,024
2,293,053

- 9,463

- 27,698
- 208,627
21 8,993
40,024

- 2,223,053

2471127

21 2,516,158

{5

8,903,044

Capital
Projects Projects-2014
SPLOST Fund SPLOST Fund
$ 26,312 %
$ 26312 §
$ - %
26,312
26,312
$ 26,312 §

21 % 8,957 075

The accompanying notes are an integral part of this financial statement.



CITY OF SUMMERVILLE, GEORGIA
BALANCE SHEET
GOVERNMENTAL FUNDS
JUNE 30, 2014

Reconciliation of the Balance Sheet to the
Statement of Met Position

" Total fund balances - governmental funds

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

Capitai assets used in governmental activities are nct financial resources and
therefore are not reported in the funds. This amount represents capital assets
net of accumuiated depreciation.

Some liabilities are not due and payable in the current period and thegrefore are not
reported in the funds.

Effects of miscellaneous rounding of amounts

Net position of governmentat activities

The accompanying notes are an integral part of this financial statement.

$

$

2,516,158

4,617,235

(631,142)

6,402,251



CITY OF SUMMERVILLE, GEORGIA
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES

GOVERNMENTAL FUNDS

FOR THE YEAR ENDED JUNE 30, 2014

REVENUES

Taxes

Licenses and permits
Intergovernmental
Charges for services
Fines and forfeitures
Contributions
Investment earnings
Miscellaneous income

Total revenues

EXPENDITURES
Current:
General government
Police
Fire
Animal control
Streets
Culture and recreation
Codes enforcement
Sanitation
Debt Service:
Principal
Interest
Capital Cutlay:
Fire
Streets
Culture and recreaticn
Water and Sewer
Total expenditures
Excess (deficiency) of revenues
over expenditures

OTHER FINANCING SOURCES (USES}
Transfers in

Transfers out

Capital leases

Total other finanging sources and {uses)

SPECIAL ITEM
Proceeds from sale of capital assets

Net change in fund balances

Fund balances - beginning

Fund balances - ending

The accompanying notes are an integral pari of this financial statement.

Capital Capital Confiscated Victorian Total
General Projects Projects-2014 Drug Christmas Governmental
Fund SPLOST Fund  SPLOST Fund Fund Fund Funds

666,211 % - % - $ - % - % 666,211
42247 - - - - 42247
159,417 304,710 - - - 484,127
700,654 - - - - 700,654
416,992 - - 1,034 - 418,026
100,623 - - - - 100,623
4,897 222 - Ky - 5,150
103,126 - - - 282 103,408
2,194,167 304,932 - 1,065 282 2,500,446
706,787 - - - - 708,787
1,427,938 - - 10,435 - 1,438,373
396,686 - - - - 396,686
25,200 - - - - 25,200
578,817 - - - - 578,817
593,362 - - - 2,738 596,100
37,511 - - - - 37,511
219,263 - - - - 219,263
30,424 - - - - 30,424
6,935 - - - - 6,935
7,116 - - - - 7,116
362,308 - - - - 362,308
3,450 - 9,000 - - 12,450

- 582,280 - - - 582,280
4,395,797 582,280 9,000 10,435 2,738 5,000,250
(2,201,630) (277,348) (9,000) {9,370) (2,456) (2.499,804)
2,068,726 - - - - 2,068,726
2,068,726 - - - - 2,068,726
6,171 - - - - 6,171
(126,733) (277,348) {9,000) (9,370) {2,456) (424,907}
2,597,860 303,650 - 37,068 2,477 2,941,065
2471127 & 26312 % (9,000) $ 27698 $§ 21 % 2,616,158




CITY OF SUMMERVILLE, GA

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, 2014

Net change in fund balances

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

Some expenses reported in the statement of activities do not require the use of
current financial resources and, therefore, are not reported as expenditures
in governmental funds:

Net change in compensated absences

Governmental funds report capital outlays as expenditures while governmental
activities report depreciation expense fo allocate those expenditures over the
life of the assets. This is the amount by which capital outlays exceeded
depreciation in the current period:

Capital outlay expenditures recorded in the governmental funds
Depreciation expense recorded in the Statement of Activites

Repayment of capital lease principal is an expenditure in the governmental funds,
but the repayment reduces long-term liabilities in the Statement of Net Position.

Effects of miscellaneous rounding of amounts

Change in net position of governmental activities

381,874
(266,001)

$ (424,907

(51,681)

115,873

30,424

$ {330,281)



CITY OF SUMMERVILLE, GEORGIA

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE

BUDGET AND ACTUAL - GENERAL FUND
FOR THE YEAR ENDED JUNE 30, 2014

REVENUES

Taxes

Licenses and permits
Intergovernmental
Charges for services
Fines and forfeitures
Contributions
Investment earnings
Miscellaneous income

Total revenues

EXPENDITURES
Current;
General government
Police
Fire
Animal control
Streets
Culture and recreation
Codes enforcement
Sanitation
Debt service:
Principal
Interest
Total expenditures

Excess (deficiency) of revenues
over expenditures

OTHER FINANCING SOURCES (USES)
Transfers in

Transfers out

Capital leases

Total other financing sources and {uses)

SPECIAL ITEM
Proceeds from sale of capital assets

Net change in fund balances

Fund balances - beginning

Fund halances - ending

The accompanying notes are an integral part of this financial statement.

Variance with

Budget final budget -
positive
Original As Amended Actual {negative)

$ 671815 § 685712 $ 666211 % (20,501)
40,750 40,648 42,247 1,599
75,000 154,639 159,417 4878
631,305 672,500 700,654 28,154
433,600 333,000 416,992 83,992
97,050 98,000 100,623 2,623
2,990 3,656 4,897 1,241
79,404 177,975 103,126 (74,849)
2,031,914 2,167,030 2,194,167 27,137
683,419 709,081 706,787 2,204
1,469,153 1,430,825 1,427,938 2,887
386,030 405,593 403,802 1,791
25,200 25,200 25,200 -
589,713 948,349 941,125 7,224
611,155 597,892 596,812 1,080
29,240 39,287 37,611 1,776
214,000 219,650 219,263 387
30,424 30,424 30,424 -
6,935 6,935 6,935 -
4,045,269 4,413,236 4,395,797 17,439
(2,013,3565) {2,246,208) (2,201,630) 44,576
- 2,053,671 2,068,726 15,055

- 2,053,671 2,068,726 15,055
10,500 65,802 6,171 {59,631)
(2,002,855) {126,733) (126,733) -
2,597,860 2,597,860 2,597,860 -
$ 595005 § 2471127 § 2471127 § -

9



CITY OF SUMMERVILLE, GEORGIA
CONFISCATED DRUG SPECIAL REVENUE FUND
SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE
BUDGET AND ACTUAL
FOR THE YEAR ENDED JUNE 30, 2014

Budgeted Amountis

Variance with

Original Final Actual Final Budget
REVENUES
Forfeitures $ 6550 $ 10,365 $ 1,034 § (9,331)
Investment Eamings 75 75 31 {44)
Total Revenues 6,625 10,440 1,065 (8,375)
EXPENDITURES
Current:
Folice 6,625 10,440 10,435 5
Total Expenditures 6,625 10,440 10,435 5
Excess (Deficiency) of Revenues Over (Under)

Expenditures - - (8.370) (9,370)
Net Change in Fund Balance - - (2,370) (2,370)
Fund Balance - Beginning of Year 37,068 37,068 37,068 -
Fund Balance - End of Year 3 37068 % 37,068 % 27698 % (9,370)

The accompanying notes are an integral part of this financial statement.

10



CITY OF SUMMERVILLE, GEORGIA
CAPITAL PROJECTS FUND

2007 SPLOST

SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE
PROJECT LENGTH BUDGET AND ACTUAL
FOR THE YEAR ENDED JUNE 30, 2014

REVENUES
Taxes
Interest

Total Revenues
EXPENDITURES
Capital Qutlays - Water and Sewer Improvements

Total Expenditures

Excess (Deficiency) of Revenues Over (Under)
Expenditures

Net Change in Fund Balance

Fund Balance - Beginning of Year

Fund Balance - End of Year

Project Length
Budgeted Amounts

Variance with

Original Final Actual Final Budget
$ 3,050,000 3 3,050,000 % 304,710 $ (2,745,290)
- - 222 222
3,050,000 3,050,000 304,932 (2,745,068)
3,050,000 3,050,000 582,280 2,467,720
3,050,000 3,050,000 582,280 2,467,720
- - (277,348) {277,348)
- - (277,348) (277,348)

- - 303,660 303,660

$ - 38 - 3 26,312 § 26,312

The accompanying notes are an infegral part of this financial statement.
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CITY OF SUMMERVILLE, GEORGIA

CAPITAL PROJECTS FUND
2014 SPLOST

SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE
PROJECT LENGTH BUDGET AND ACTUAL
FOR THE YEAR ENDED JUNE 30, 2014

REVENUES
Taxes
Interest

Total Revenues
EXPENDITURES
Capital Qutlays - Water and Sewer Improvements

Total Expenditures

Excess {(Deficiency) of Revenues Over {Under)
Expenditures

Net Change in Fund Balance

Fund Balance - Beginning of Year

Fund Balance - End of Year

Project Length
Budgeted Amounts
Variance with
Original Final Actual Final Budget
$ 4,290,000 4,290,000 $ - % (4,290,000
4,290,000 4,280,000 - (4,280,000)
4,290,000 4,290,000 9,000 4,281,000
4,290,000 4,290,000 9,000 4,281,000
- - (9,000) (9,000)
- - (9,000) (9,000)
$ - - 3 (9,000) % (9,000)

The accompanying notes are an integral part of this financial statement.
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CITY OF SUMMERVIL.LE, GEORGIA

VICTORIAN CHRISTMAS SPECIAL REVENUE FUND

SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE

BUDGET AND ACTUAL

FOR THE YEAR ENDED JUNE 30, 2014

REVENUES
Grant Revenues
investment Earnings

Total Revenues

EXPENDITURES
Current:
Supplies and Promiotions

Total Expenditures

Excess (Deficiency) of Revenues Over (Under)
Expenditures

Net Change in Fund Balance

Fund Balance - Beginning of Year

Fund Balance - End of Year

Budgeted Amounts

Variance with

Original Final Actual Final Budget
s - 2,800 $ 282 § (2,518)
- 2,800 282 (2,518)

- 2,800 2,738 62

- 2,800 2,738 62
- - (2,456) {2,456)
- - (2,456) (2,456)

2477 2477 2477 -
3 2477 2477 % 21 % (2,456)

The accompanying notes are an integral part of this financial statement.
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CITY OF SUMMERVILLE, GEORGIA
STATEMENT OF NET POSITION
PROPRIETARY FUNDS
JUNE 30, 2014

Enterprise Funds

Water &
Sewer Gas Total
ASSETS
Current Assets:
Cash and Cash Equivalents - 15118 § 15,118
Receivables, Net 602,794 467,155 1,069,949
Due From Other Funds 2,797 641 3,117,408 5,915,049
Prepaids - 9,556 9,556
Inventories 107,524 38,867 146,391
Total Current Assets 3,607 959 3,648,105 7,156,084
Noncurrent Assets:
Resftricted Assets:
Cash - Customer Deposits 28,016 18,888 46,904
Cash - Construction & Acquisition 84 244 324 244,408
Cash - Debt Service 821,114 - 821,114
Bond Issue Cost - Net of Amortization 150,745 - 150,745
Capital Assets:
Land and improvements 13,132 - 13132
Construction In Progress 643,398 193,327 836,725
Distribution and Collection Systems 45626 649 4,358,589 49,985 238
Buildings 161,915 59,418 221,331
Equipment 773,342 352,523 1,125,865
Less Accumulated Depreciation (28,161,478) (4,650,911) (32,812,389)
Total Noncurrent Assets 20,056,917 576,156 20,633,073
Total Assets 23,564,876 4,224 261 27,789,137
LIABILITIES
Current Liabilities:
Accounts Payable 87,964 419,471 507,435
Due To Other Funds 2,936,389 1,798,203 4,734,592
Interest Payable 180,622 3,552 154,174
Retainage Payable - - -
Customer Deposits 248,821 540,606 789,427
Bonds, Notes, and Loans Payable 716,443 137,929 854 372
Total Currrent Liabilities 4,140,239 2,899,761 7,040,000
Noncurrent Liabilities:
Compensated Absences 85,255 89,762 175,017
Bond Discount - Net of Amortization (14,524) - {14,524}
Bonds, Notes, and Loans Payable 10,265,006 451,434 10,716,440
Total Noncurrrent Liabilities 10,335,737 541,196 10,876,933
Total Liabilities 14,475,976 3,440,957 17,916,933
NET POSITION
Net investment in capital assets 8,075,509 725,225 8,800,734
Restricted
Customer Deposits 28,016 18,888 46,904
Acquisition and Construction of Capital Assets 84 244 324 244,408
Debt Service 821,114 - 821,114
Unrestricted 164,177 (205,133} {40,956)

Total Net Position

$ 9088900 3 783304 $ 9872204

The accompanying notes are an integral part of this financial statement.
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CITY OF SUMMERVILLE, GEORGIA
STATEMENT OF REVENUES, EXPENSES AND CHANGES IN FUND NET POSITION
PROPRIETARY FUNDS
FOR THE YEAR ENDED JUNE 30, 2014

Enterprise Funds

Water &
Sewer Gas Total
OPERATING REVENUES
Charges for services $ 4202588 $ 8499699 § 12,702,287
Qther 7 - 7
Total operating revenues 4,202 595 8,499,699 12,702,294
OPERATING EXPENSES '
Salaries, Wages and Employee Benefits 1,247,803 787,722 2,035,525
Cost of Gas for Resale - 5,550,352 5,550,352
Services and Supplies 900,204 158,889 1,059,093
Administrative Expense 125,001 69,872 194,873
Depreciation 524,307 15,882 540,189
Amortization 13,841 - 13,841
Total operating expenses 2,811,156 6,582,717 9,393,873
Operating income (loss) 1,391,439 1,916,982 3,308,421
NONOPERATING REVENUES (EXPENSES)
Interest and investment revenue 1,015 139 1,154
Interest expense (420,518) (19,803) (440,321)
Gain on disposal of capital assets 12,646 4,602 17,248
Total nonoperating revenues (expenses) (406,857) {15,062) (421,919)
Income {loss) before contributions and transfers 984 582 1,901 ,820 2,886,502
Capital contributions 482,272 - 482272
Transfers in 664,457 {0) 664,457
Transfers out {684,834) (1,466,069) {(2,150,903)
Change in net position 1,446,477 435,851 1,882,328
Total net position - beginning 7,642,423 347,453 7,989,876
Total net position - ending $ 9088900 3B 783,304 § 9,872204

The accompanying notes are an integral part of this financial statement.
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CITY OF SUMMERVILLE, GEORGIA
STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS
FOR THE YEAR ENDED JUNE 30, 2014

Enterprise Funds

Water &
Sewer Gas Total

CASH FLOWS FROM OPERATING ACTIVITIES
Receipts from customers and users % 2903953 $ 7446672 § 10,350,625
Payments to suppliers (80,908} (5,189,872) (5,270,780)
Payments to empioyees (1,260,795} (780,118) (2,040,913}

Net cash provided by operating activities 1,562,250 1,476,682 3,038,932
CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES
Transfer from other funds 54,506 4601 59,107
Transfer to other funds (684,834) (1,383,892) (2,068,726)

Net cash provided {(used) by noncapital financing activities (630,328) (1,379,291) (2,009,819)
CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES
Proceeds from capital debt - 420,011 420,011
Capital contributions 664,457 (82,177 582,280
Purchases of capital assets (290,001) (121,108) (411,107)
Principal paid on capital debt (686,314) (205,850) (892,164)
Interest paid on capital debt {442 303) (19,979) (462,282)

Net cash (used) by capital and related financing activities (754,161) (9,101) (763,262)
CASH FLOWS FROM INVESTING ACTIVITIES
Interest earned 1,015 - 1,015

Net {decrease) in cash and cash equivalents 178,776 88,290 267,066

Gash balances - July 1(nquding $948,770 & $19.693 in restricted cash) 948,770 190,042 1,138,812
Cash baiances - June 30;ncuding $15,119 & $1,172,427 in restricted cash) $ 1127546 § 278,332 § 1405878

Reconciliation of operating income (loss) to net cash
provided by operating activities:
Operating income (loss) $ 1.301,439 § 19169882 $ 3,308,421
Adjustments to reconcile operating income to net cash provided :
by operating activities;

Depreciation expense 524,307 15,882 540,189
Bond issue / discount amortization 13,841 - 13,841
(Increase) decrease in accounts receivable (1,367,236) (1,150,179} (2,517,415)
(Increase) decrease in inventories - - -
(Increase) decrease in prepaids - (1,220} (1,220)
Increase {decrease) in accounts and other payables 931,305 598,065 1,629,370
Increase (decrease) in customer deposits 68,594 97,152 165,746
Net cash provided by cperating activities $ 1562250 $ 1476682 $ 3,038,932

The accompanying notes are an integral part of this financial statement.
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CITY OF SUMMERVILLE, GEORGIA
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2014

Note 1.

Summary of Significant Accounting Policies

The City of Summerville was incorporated January 1, 1891, and operates under a Council-Manager
form of government. The City provides the following services; Animal Control, Culture and
Recreation, Public Works (which includes Streets and Sanitation), Public Utilities {(Gas and Water),
Public Safety (Police and Fire)}, General and Administrative Services.

The financial statements of the City have been prepared in conformity with generally accepted
accounting principles (GAAP) as applicable to the governmental units. The Governmental
Accounting Standards Board (GASB) is the accepted standard-setting body for establishing
governmental accounting and financial reporting principles. The more significant of the government's
accounting policies are described below.

A. Reporting Entity

The financial statements of the reporting entity include those of the City (the primary government) and
its component units. In avaluating how to define the government for financial reporting purposes,
management has considered all potential component units. As required by generally accepted
accounting principles, certain potential component units are considered for inclusion in the reporting
entity because of the significance of their operational or financial relationships with the City. At June
30, 2014, the City of Summerville had no component units.

Related Organization

The City council is responsible for appointing all board members of the Summerville Housing
Authority. However, the City has no further accountability for the Authority, nor does it have any
financial interest or control over the Authority. At year-end there were no receivables or payables
between the City and this organization. Financial statements are available at the Housing Authority’s
office.

B. Government-wide and Fund Financial Statements

The basic financial statements include both government-wide and fund financial statements, each of
which present different views of the City. The government-wide and fund financial statements
categorize primary activities as either governmental or business type. Fiduciary funds are not
included in the government-wide statements.

The government-wide financial statements (i.e., the Statement of Net Assets and the Statement of
Activities) report information on all of the non-fiduciary activities of the primary government and its
component units. For the most part, the effect of inter-fund activity has been removed from these
statements. Governmental activifies, which normally are supported by taxes, intergovernmental
revenues, permits and fines, are reported separately from business-type activities, which rely to a
significant extent on fees and charges for support. Likewise, the primary government is reported
separately from certain legally separate component units for which the primary government is
financially accountable.

In the government-wide statement of net assets, governmental and business type activities are
presented on a consolidated basis and reflect full accrual, economic resources basis, which includes
long-term assets and receivables as well as long-term debt and obligations.

The government-wide statement of activities demonstrates the degree to which the direct expenses of
a given function are offset by program revenues. Direct expenses are those that are clearly
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CITY OF SUMMERVILLE, GEORGIA
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2014

identifiable with a specific function. 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
and 2) grants and contributions that are restricted to meeting the operaticnal or capital requirements
of a particular function. Taxes and other items not properly included among program revenues are
reported instead as general revenues.

Fund financial statements emphasize major funds in either the governmental or business-type
category. Non-major governmental funds (if any) are reported as a separate column in the fund
financial statements. Fiduciary funds are presented in the fund financial statements.

C. Measurement Focus, Basis of Accounting, and Financial Statement Presentation

The financial transactions of the City are recorded in individual funds which provide a separate set of
self-balancing accounts that are comprised of assets, liabilities, reserves, fund equity, revenues and
expenditures.

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

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

Taxes, licenses, and interest associated with the current fiscal period are all considered to be
susceptible to accrual and so have been recognized as revenues of the current fiscal period. Only
the portion of special assessments receivable due within the current fiscal period is considered to be
susceptible to accrual as revenue of the current period. All other revenue items are considered to be
measurable and available only when the government receives the cash. In applying the susceptible
to accrual concept, nonexchange transactions are recognized in accordance with GASB Statement
33.

The government reports the following major governmental funds:

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

The Capital Projects Fund accounts for the receipt and disbursements of Special Local Option Sales
Tax assessments that are to be used to finance the acquisition and/or construction of capital assets.

The Confiscated Drug Fund accounts for law enforcement confiscations of cash and property seized
in the course of illegal narcotics-related arrests.

The Victorian Christmas Fund accounts for the receipt and disbursements of private donations for
Victorian-era Christmas displays in downtown storefronts each year, designed to boost tourism.
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CITY OF SUMMERVILLE, GECRGIA
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2014

The government reports the following major proprietary funds:

The Water and Sewer Fund accounts for those operations of the City which involve water
distribution, sewage pumping stations, collection systems, and the sewage treatment plant. A
fee is charged to external users for goods or services, and the activity is intended to be seif-
supporting.

The Gas Fund accounts for those operations of the City which involve natural gas distribution, to
include gas line maintenance and additions, meter maintenance and additions/replacement. A
fee is charged to external users for goods or services and this activity is also intended to be self-
supporting.

Both the water/sewer and gas funds are reported as major funds. Operating revenues and expenses
generally result from providing services and producing and delivering goods in connection with a
proprietary fund’s principal ongoing operations. The principal operating revenues of the water/sewer
and gas enterprise funds are charges to customers for sales and services. Both funds also recognize
as operating revenue the portion of tap fees intended to recover the cost of connecting new
customers to the system. Operating expenses for enterprise funds include the cost of sales and
services, administrative expenses, and depreciation on capital assets. All revenues and expenses
not meeting this definition are reported as nonoperating revenues and expenses.

Private-sector standards of accounting and financial reporting issued prior to December 1, 1989,
generally are followed in both the government-wide and proprietary fund financial statements to the
extent that those standards do not conflict with or contradict guidance of the Governmental
Accounting Standards Board. Governments also have the option of following subsequent private-
sector guidance for their business-type activities and enterprise funds, subject to this same limitation.
The government has elected not to follow subsequent private-sector guidance.

Amounts reported as program revenues include 1) charges to customers or applicants for goods,
services, or privileges provided, 2) operating grants and contributions, and 3) capital grants and
contributions, including special assessments. Internally dedicated resources are reported as general
revenues rather than as program revenues. Likewise, general revenues include all taxes.

When both restricted and unrestricted resources are available for use, it is the government’s policy to
use restricted resources first, and unrestricted as needed.
D. Budgets

Budgets are adopted on a basis consistent with generally accepted accounting principies. An annuai
appropriated budget is adopted for the general fund. Annual appropriations lapse at fiscal year-end.

Encumbrance or commitments related to the unperformed contract for goods or services (if any) were
for immaterial amounts and therefore are not reported as reservations of fund balances.

E. Cash and Investments

The government's cash and cash equivalents are considered to be cash on hand, demand deposits,
and shori-term investments with original maturities of three months or less from the date of

acquisition, and must be by law insured or collateralized, and investments, if any, are limited by law
and bond ordinances, to federal and state securities and stated at fair value.
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NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2014

F. Short-term Interfund Receivables/Payables

During the course of operations, numerous fransactions occur between individual funds for goods
provided or services rendered. The balances which represent receivables and payables between
governmental and business-type activities are reported as internal balances. As a general rule the
effect of inter-fund activity has been eliminated from the government-wide financial statements.
Exceptions to this general rule are administrative charges between the general fund and the
water/sewer and gas funds. Elimination of these charges would distort the direct costs and revenues
reported for the two funds.

G. Restricted Cash

Demand and time deposits set aside for repayment of water and sewer revenue bonds are classified
as restricted on the balance sheet because their use is limited by applicable bond covenants.

H. Capital Assets

Capital assets that cost more than $5,000 with an estimated useful life of more than one year are
capitalized and depreciated. Capital assets, including property, plant, vehicles, equipment and
infrastructure (streets, bridges, curbs and gutters, sidewalks, drainage and lighting systems) are
reported in the applicable governmental or business-type activities columns in the government-wide
statements. 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 value on the date of acquisition. Depreciation is computed on the
straight-line basis over the estimated useful life of the asset.

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.

Interest is capitalized on proprietary fund assets acquired with debt. The amount of interest to be

capitalized is calculated by offsetting interest expense incurred from the date of the borrowing until
completion of the project with interest earned on invested proceeds over the same period.

. Compensated Absences

Vested or accumulated vacation leave and sick leave is recorded as an expense and a liability when
incurred in the proprietary fund financial statements and as a lability in the governmental funds only
in the government-wide financial statements.

J. Long-term Obligations

Long-term debt and other obligations are reporied as a liability in the government-wide financial
statements and the proprietary fund financial statements.
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NOTES TO THE FINANCIAL STATEMENTS
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K. Bond Discounts/lssuance Costs

Bond discounts and issuance costs are deferred and amortized over the term of the bonds using the
bonds-outstanding method which approximates the effective interest method. Bond discounts are
presented as a reduction of the face amount of the bonds payable whereas issuance costs are
recorded as deferred charges.

L. Fund Equity

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

Fund Balance - represents the difference between current assets and current liabilities. [n the fund
financial statements, governmental funds report fund balance classifications based 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 (for example, items that 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.

e 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. Intent
would be expressed by the City Council itself or the Council would delegate the authority to
assign fund balance to management.

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

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 fund balance, it is the City's policy to use fund balance in the following
order: committed, assigned and unassigned.

Net Position — represents the different between assets and liabilities. Net position invested in capital
assets, net of related debt consists of capital assets, net of accumulated depreciation, reduced by the
outstanding balances of any unspent borrowings for the acquisition and/or construction of capital
assets. Net position may be reported as restricted or unrestricted.
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Note 2.

Note 3.

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.

M. Deferred Qutflows/Inflows of Resources

In addition to assets, the statement of financial position 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(s) and so will not
be recognized as an outflow of resources (expense/ expenditure) until then. The City had no items
that qualified as a deferred outflow of resources for fiscal 2014.

In addition to liabilities, the statement of financial position will sometimes report a separate section for
deferred inflows of rescurces. 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 had no items that qualified as
a deferred inflow of resources for fiscal 2014.

N. Inventory

Inventory is valued at lower of cost (first-in, first-out) or market. Inventories of governmental funds
are recorded as expenditures when consumed rather than when purchased. The Street,
Water/Sewer Fund, and Gas Fund inventories are valued at lower of cost or market using the first-in,
first-out method.

0. Property Tax

The City is responsible for assessing, collecting, and distributing property taxes in accordance with
enabling state legislation. Property taxes become a lien on the first day of the levy year.

The City did not levy a property tax for the fiscal year ended June 30, 2014.

Legal Compliance - Budgets

Georgia Law requires an annual balanced budget for the general fund and a project length budget for
each capital project fund. All departments of the City submit requests for appropriation to the City
Clerk so that a budget may be prepared. The budget is prepared by fund, function (department), and
activity, and includes information on the past year, current year estimates and requested
appropriations for the next fiscal year.

No later than 45 days prior to the beginning of the fiscal year, the proposed budget is presented to the
mayor and council for review. The council holds public hearings and may add to, subtract from or
change appropriations, but may not change the form of the budget. Department heads may make
transfers of appropriations within a department. The legal level of budgetary control is at the
department level. Transfers of appropriations between departments must be approved by an
affirmative vote of a majority of the council, except for emergencies as defined by the charter and
unanimously voted by council. The 2014 General Fund budget was voted upon and adopted by the
city council.

Deposits and Investments

Cash includes amounts in demand and time deposits that must be by law insured or collateralized,
and investments, if any, are limited by law and bond ordinances, to federal and state securities.
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Note 4.

Note 5.

At year end the government's carrying amount of deposits was $4,829,719 and the bank balance was
$5,235653. The bank balance was covered by $500,000 federal depository insurance and the
remaining $4,735,653 halance was collateralized with securities held by the pledging financial
institution’s trust department or agent in the government’s name. This represents a category 2 level
of risk.

The City's investments are categorized as either (1) insured or collateralized with securities held by
the City or its agent in the City's name, (2) collateralized with securities held by the pledging financial
institutions trust department or agent in the City's name or (3) uncollateralized, including any bank
balance that is collateralized with securities held by the pledging financial institution, or by its trust
department or agent but not in the City's name.

The City has no investments other than cash.
Receivables

As of June 30, 2014, receivables for the City's individual major funds and non-major funds in the
aggregate, including the applicakle allowances for uncollectible accounts, are as follows:

Governmental Business-type
Receivables: Activities Activties Total
Taxes $ 127,459 $ - 3 127,459
Accounts 140,774 1,769,236 1,910,010
Total 268,233 1,769,238 2,037,469
Less: Allowance for Uncollectibles (144.479) (699,287) (843,766}
Net Total Receivables $ 123,754 $ 1,069,949 $ 1,193,703

Interfund Receivables, Payables, and Transfers

Due To/From Other Funds

Qutstanding balances between funds reported as “due toffrom other funds” include outstanding
charges by one fund to ancther for services, short-term non-operating subsidies and other
miscellaneous transactions between funds. This activity is similar to lending/borrowing arrangements

and outstanding balances at year-end are prasanted ag “dus/to from other funds”. Balances hetween
governmental or proprietary funds are netted when presented in the government-wide statements and
reported as “internal balances”. As of June 30, 2014, interfund receivables and payables that

resulted from various interfund transactions were as follows:

Receivable Fund Payable Fund Amount
General Fund Water and Sewer Fund $ 3,449,482
Gas Fund 1,663,203
Gas Fund General Fund 10,740,750
Water and Sewer Fund General Fund 6,172,087
$ 22,025,523
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Transfers and Payments

Routine transfers and payments between funds are to subsidize operations and capital

acquisitions. Interfund transfers for the year ending June 30, 2014 are as follows:

Between Governmental and Business-type Funds:

Source Fund Transfer To Fund Amount
Gas General Fund $ 1,383,892
Capital Projects Water Sewer 582,280
Water Sewer General Fund 684,834
$ 2,651,008

Note 6. Capital Assets

The following table provides a summary of capital asset activity for governmental activities:

Balance Transfers Balance
Gowernmental Activities: July 1, 2013 Additicns Deletions (To)/From  June 30, 2014
Capital Assets Not Being Depreciated
Land $ 864570 § - % - % - 5 864,570
Construction In Progress - 63,350 - - 63,350
Total Capital Assets Not Being Depreciated 864,570 63,350 - - 927,920
Capital Assets Being Depreciated
Infrastructure - 118,534 - - 119,534
Buildings 2,890,570 - - - 2,890,570
Improvements 85,788 - - - 85,788
Equipment 5,486,559 198,990 (61,496) - 5,624,053
Total Capital Assets Being Depreciated 8,462,917 318,524 (61,496) - 8,719,945
Less Accumulated Depreciation For:
Buildings (2,242,875) (35,315) - - (2,278,190}
Improvements (44,074) (6,005) - - (50,079)
Equipment {2,639,176) (224,681) 61,496 - {2,802,361)
Total Accumulated Depreciation (4,926,125) (266,001) 61,496 - {5,130,630)
Total Capital Assets Being Depreciated, Net 3,636,792 52,523 - - 3,589,315
Gowernmental Activity Capital Assets, Net $ 4,401,362 $ 115,873 3 - $ - $ 4,517,235
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The following table provides a summary of capital assets activity for business-type activities:

Business-type Activities:

Capital Assets, Not Being Depreciated
Land

Construction In Progress

Total Capital Assets Not Being Depreciated

Capital Assets, Being Depreciated
Buildings

Systems

Equipment

Total Capital Assets Being Depreciated

Less Accumulated Depreciation For:
Buildings

Systems

Equipment

Total Accumulated Depreciation

Total Capital Assets Being Depreciated, Net

Balance Balance
July 1, 2013 Additions Deletions {To)/From June 30, 2014
$ 13,132 & - 3 - 8 $ 13,132
3,647,725 640,823 (3,451,823) 836,725
3,660,857 640,823 (3,451,823) 849,857
79,122 142,209 - 221,331
46,284,041 3,701,197 - 49,985,238
1,109,158 69,028 (52,321) 1,125,865
47,472 321 3,912,434 (52,321) 51,332,434
(65,921) (2,1486) - (68,067)
(31,419,233) (482,480) - (31,901,713)
(842,587) (55,563} 55,541 (842,609)
(32,327,741) (540,189) 55,541 (32,812,389)
15,144,580 3,372,245 3,220 18,520,045
$ 4,013,068 $(3,448,603) $ $ 19,369,202

Business-type Activities Capital Assets, Net § 18,805,437

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

General Government

Public Safety
Fire

Streets
Recreation

Animal Control

Total Depreciation Expense

Business-type Activities

Water/Sewer
Gas

Total Depreciation Expense

$

41,295
20,867
57,127
6,784
138,261

1,667

266,001

524,307

15,882

540,189

The following estimated useful lives are used to compute depreciation (straight-line method):

Buildings
Equipment

Infrastructure

Park Improvements

System
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Note 7. Long-term Debt

The following is a summary of the City’s long—term debt activity for the year ended June 30, 2014:

Balance Balance Due Within
July 1, 2013 Additions Reductions June 30, 2014 One Year
Gowernmental Activities:
Capital Leases $ 266,731 $ - $ 30,424 $ 236,307 $ 31,215
Compensated Absences 343,155 158,346 106,666 394,835 -
Total Governmental Activities $ 609,886 $ 158,346 $ 137,090 $ 631,142 $ 31,215
Business-type Activities:
Capital Leases $ 248,000 $ 420,000 $ 78,637 $ 589,363 $ 137,830
Loans Payable 3,704,975 - 273,527 3,431,448 151,442
Revenue Bonds 8,090,000 - 540,000 7,550,000 565,000
Compensated Absences 180,405 104,797 110,184 175,018 -
Total Business-type Activities $ 12,223,380 § 524,797 $ 1,002,348 $ 11,745,829 $ 854,372

Advance Refundings

In 2005 the City issued $9,695,000 of Combined Public Utility Revenue and Refunding Bonds ("2005
Bonds™) for the advance refunding of the City's 2002 Combined Public Utility Revenue and Refunding
Bonds (2002 Bonds”) and for related capital improvements to the City’s water system. As a result of
this issuance, $7,749,047 was used to purchase United States Government State and Local
Government Series securities that were placed into an escrow account for the purpose of generating
resources for payment of principal, interest, and redemption premium on the 2002 Bonds beginning in
fiscal year 2013 and continuing through maturity in fiscal year 2026. The portion of the 2002 Bonds
being refunded is considered defeased and has been removed from the government wide Statement
of Net Assets and the proprietary fund Balance Sheet. As of June 30, 2014, $6,920,000 was
considered defeased.

Compensated absences in governmental activities are liquidated by the general fund and
compensated absences in the business-type activities are liquidated by the water and gas funds.

Long — term debt payable at June 30, 2014 is composed of the following issues:
Loans Payabie

$1.481,839 GEFA Loan: With total approved loan amount of $1,489,839, and fully drawn

down as of June 30, 2009; due in monthly installiments of $9,089, bearing interest at 4.14%,

with a maturity date of May 1, 2029. $1,212,341
$201.600 GEFA Loan: With total approved loan amount of $201,600 and $172,800 drawn

down. This loan entered repayment phase as of April 1, 2011; due in monthly installments of

$958, bearing interest at 3.00%, with a maturity date of April 1, 2031. 151,845
$2.484.448 GEFA Loan: With total approved loan amount of $2,484,448 and $2,484,448

drawn down. This loan entered repayment phase as of January 1, 2013; due in monthly

installments of $12,104, bearing interest at 3.00%, with a maturity date of January 1, 2033. 2,067,262
Total Loans Payable $3.431,448
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Annual debt service requirements to maturity for the GEFA loans payable are as

follows:
Fiscal Year
Ending Principal Interest Total

2015 $ 151,442 $ 114,384 $ 265,826
2016 156,756 109,070 265,826
2017 162,260 103,566 265,826
2018 167,963 07,863 265,826
2019 173,872 91,954 265,826

2020-2024 965,750 363,380 1,329,130

2025-2029 1,140,007 180,033 1,320,040

2030-2033 513,398 28,179 541,577
Total $ 3,431,448 $ 1,088,429 $ 4,519,877

Revenue Bonds
$9,695,000 Series 2005 Combined Public Utility Revenue Refunding and Improvement

Bonds with $170,000 of principal due January 1, 2011 bearing interest at 3.99%, and a
maturity date of January 1, 2026. $ 7,550,000

Revenue bond debt service requirements to maturity are as follows:

Fiscal Year
Ending Principal Interest Total

2015 3 565,000 $ 301,245 $ 866,245
2016 585,000 278,702 863,702
2017 605,000 255,360 860,360
2018 630,000 231,221 861,221
2019 660,000 206,084 866,084

2020-2023 2,890,000 551,019 3,441,019

2024-2026 1,615,000 97,157 1,712,157
Total $ 7,550,000 $ 1,020,788 $ 9,470,788
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Note 8.

Lease Obligations

Operating Leases

The City has no operating lease obligations.

Capital Leases

The City has entered into a lease agreement with Branch Bank & Trust as lessee for financing the
acquisition of a ‘pumper fire truck from Pierce Manufacturing Inc., for $304,055.

This lease agreement with Branch Bank & Trust qualifies as a capital lease for accounting purposes
(titte transfers at the end of the lease term) and, therefore, has been recorded at the present value of
the future minimum lease payments as of the date the equipment is acquired.

The City’s equipment under lease has a cost of $236,307 and accumulated depreciation of $91,217
as of June 30, 2014. The effective interest rate at June 30, 2014 is 2.60%.

The City has entered into a lease agreement with Branch Bank & Trust as lessee for financing the
installation of natural gas line extensions for $248,000.

This lease agreement with Branch Bank & Trust qualifies as a capital lease for accounting purposes
(title transfers at the end of the lease term) and, therefore, has been recorded at the present value of
the future minimum lease payments as of the date the equipment is acquired.

The City's gas lines under lease are currently under construction and have a cost of $193,327 and
accumulated depreciation of $0 as of June 30, 2014. The effective interest rate at June 30, 2014 is
2.75%.

The City has entered into a second lease agreement with Branch Bank & Trust as lessee for
financing the installation of additional natural gas line extensions for $95,000.

This lease agreement with Branch Bank & Trust qualifies as a capital lease for accounting purposes
(title transfers at the end of the lease term) and, therefore, has been recorded at the present value of
the future minimum lease payments as of the date the equipment is acquired.

The City’s additional gas lines under lease are not yet under construction and have a cost of $90,950
and accumulated depreciation of $0 as of June 30, 2014. The effective interest rate at June 30, 2014
is 3.29%.

The City has entered into a lease agreement with Branch Bank & Trust as lessee for financing the
acquisition of various items of machinery and equipment for $325,000.

This lease agreement with Branch Bank & Trust qualifies as a capital lease for accounting purposes
(title transfers at the end of the lease term) and, therefore, has been recorded at the present value of
the future minimum lease payments as of the date the equipment is acquired.

The City's equipment under lease has a cost of $272,278 and accumulated depreciation of $0 as of
June 30, 2014. The effective interest rate at June 30, 2014 is 2.16%.
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The future minimum lease obligations and the net present value of these minimum lease payments as
of June 30, 2014, are as follows:

Year Ending Governmental Business-type
June 30 Activities Activities

2015 $ 37,359 $ 152,226

2016 37,359 152,226

2017 37,359 95,993

2018 37,359 39,761

2019 37,359 39,761

2020-2024 74,718 164,655

Total Minimum Lease Payments 261,513 644,622
Less Amounts Representing Interest (25,208) (55,259)

Present Value of Future Minimum Lease Payments $ 236,307 $ 589,363

Note 9. Restricted Assets

The City is required to establish and maintain cash accounts to comply with bond covenants and
external legal requirements. The debt service and capital acquisition/improvements cash accounts
are restricted for payment of bond principal and interest and certain construction funds are restricted
for specified capital projects or improvements. Customer deposit accounts are restricted to
application against outstanding balances or are subject to being refunded. The Drug enforcement
account is restricted for monies used in law enforcement activities. The Recreation cash account is
for monies designated for the maintenance and improvement of recreational facilities and small
equipment. '

As of June 30, 2014, restricted assets consist of the following:

Govwemmental Activities:

Cash - Drug Enforcement $ 27,698
Cash - Clean & Lien 40,024
Cash - Special Projects 188,818
Cash - Recreation Department 8,972
Cash - Capital Acquisition/Improvements 286,312

Total $ 292,621

Business-type Activities

Cash - Customer Deposits $ 46,904
Cash - Capital Acquisition/Improvements 244,408
Cash - Debt Senice 821,114

Total $ 1,112,426
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Note 16. Pension Plan

Plan Description. The City has a non-contributory defined benefit plan covering all full time
employees. The plan, the City of Summerville Retirement Plan, is administered by the Georgia
Municipal Employees Benefit System (GMEBS), a statewide, agent multiple-employer type plan.
GMEBS poticy direction and oversight for the fund is provided by a 15 member board comprised of
elected and appointed officials from the fund's membership. GMEBS handles all administrative and
investment functions relative to the plan. The City established the plan effective April 1, 1985, and
the authority to establish, amend or discontinue the plan remains with the City. The plan provides
pension benefits and death and disability benefits for all employees that have been employed full time
for one year. Members may retire at 62 years of age with 5 years of service. Early retirement is
possible at age 50 with 10 years of service. Benefits are calculated at 1.75% of the average monthly
earnings for the period of the five highest years prior to retirement.

The Georgia Municipal Employees Benefit System issues a publicly available annual financial report
that includes financial statements and required supplementary information. This report may be
obtained by contacting the Georgia Municipal Employees Benefit System, C/O Georgia Municipal
Association — Risk Management and Employee Benefit Services, 201 Pryor Street, SW, Atlanta,
Georgia 30303.

Funding Policy and Annual Contributions. The funding policy for the plan is to contribute an amount
equal to the recommended contribution in each year. 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
fiability is level dollar over 30 years for the initial unfunded accrued liability, 15 years for actuarial
gains and losses, 20 years for plan provisions and 30 years for actuarial assumptions and cost
methods. These amortization periods, if applicable, are closed for this plan year.

The Plan is subject to the minimum funding standards of the Public Retirement Systems Standards
Law (Georgia Code Section 47-20-10). According to the latest actuarial valuation, dated January 1,
2014, the estimated minimum annual contribution under these funding standards is $297,584.

According to the most recent annual plan valuation dated January 1, 2014, the recommended
contribution to the plan for 2014 is $400,339 ($0 employee and $400,339 employer; 0% employee
and 15.91% employer of covered payroll respectively), and for 2013 was $405,794 (30 employee and
$405,794 employer; 0% employee and 16.28% employer of covered payroll respectively). Covered
payroll for 2014 and 2013 is $2,473,493 and $2,450,681 respectively.

Funded Status. GASB No. 27 requires disclosure of the City’s annual pension cost, percentage of
annual pension cost contributed and net pension obligation for the most recent three years.

Three-Year Trend information

Year Annual Pension of APC Pension
Ending Cost Contributed Obligation
2014 $ 400,339 100% $ -
2013 405,794 100% -
2012 410,708 100% -

30



CITY OF SUMMERVILLE, GEORGIA
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2014

Scheduie of Funding Progress

{6}
Unfunded
Actuarial (3) Actuarial
Valuation Unfunded Accrued
For (1N (2) Actuarial 4 Liability As %
Plan Year Actuarial Actuarial Accrued Funded {5) Of Covered
Beginning Value Accrued Liability Ratio Covered Payroll
January 1 Of Assets Liability (2)-(1) (1)(2) Payroll {3)/(5)
2014 $ 8403814 § 9588647  $1,184,833 87.6% $ 2,473,493 47 9%
2013 7,968,745 9,087,058 1,118,313 87.7% 2,450,681 45.6%
2012 7,544,436 8,678,662 1,134,226 86.9% 2,694,802 43.7%
2011 7,133,470 8,542,515 1,409,045 83.5% 2,580,672 54 6%
2010 6,602,645 8,236,041 1,633,306 80.2% 2,678,234 61.0%

Significant Actuarial Assumptions.

A variety of significant actuarial assumptions are used to

determine the standardized measure of the pension benefit obligation and these assumptions are
summarized below:

Future Sociat Security Wage Base

Rate of return on investment

Projected salary increases for

Inflation

Annual rates of increase in;

Salaries

Cost of living adjustment

Post retirement benefit increases

Actuarial Methods:

Normal Cost and Actuarial
Accrued Liability

Actuarial Value of Assets
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Table of rates based on age/svc
3.5%

7.75% per year

3.5% per year

3.0%

Not applicable

Projected Unit Credit

Sum of the actuarial value at the beginning of year
and the cash flow during year plus
the assumed investment return, adjusted by 10
percent of the amount that the value
exceeds or is less than the market value at end of
year. The actuarial value is adjusted,
if necessary, to be within 20% of market value.
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Actuarial assumptions are the same as those used in the preceding year.

As of January 1, 2014, employee membership data related to the current plan membership was
as follows:

Number of retirees and beneficiaries currently receiving benefits 69

Number of terminated employees entitled to benéfits,
but not yet receiving them

23

Number of Active Plan Participants
Vested 46
Nonvested 28
Total 166

Note 11. Restricted Fund Balances/Net Assets

Restrictions are used to indicate that a portion of the net assets is not available for appropriations and
is legaily segregated for a specific future use. The City uses the following restrictions:

Governmental Funds:

Restricted for capital project activities- Created to segregate money received from federal or state
sources that restrict the funds eligible for capital construction projects.

Restricted for drug enforcement activities- Created to segregate money received from federal or state
sources, as well as from confiscations, that restrict use for law enforcement purposes only.

Restricted for Recreation - Created to segregate money received from patrons of recreational facilities,
as well as from federal or state sources, for the use of facilities and small equipment maintenance and
improvements.

Business Type- activities:

Restricted for debt Service - The City's bond covenants require certain reservations of the Water and
Sewer net assets for payments of bond principal and interest.

Restricted for capital project activities- Created to segregate money received from federal or state
sources that resfrict the funds eligible for capital construction projects.

Restricted for customer deposits — Utility deposits from customers that the City is legally required to
either apply against any outstanding balance of the customer, or to refund as the situation warrants.
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Note 12. Other Information
Vacation and Sick Leave

City employees’ vacation and sick leave accrual policy is as follows:

Years of Senice Vacation Accrual Sick Leave Accrual
1-3 5 Days per year 5 Days per year

4-9 10 Days per year 10 Days per year

10-14 15 Days per year 15 Days per year

15+ 20 Days per year 20 Days per year

Employees with vacation time remaining at the end of the calendar year may carry their time forward
to the next year. Carry forward limits are set at 13 weeks for vacation and 13 weeks for sick leave.

Note 13. Risk Management

The City is a defendant in various lawsuits. Although the outcome of these lawsuits is not presently
determinable, in the opinion of the City's attorney, the resolution of these matters will not have a
material adverse effect on the financial condition of the City. The City is exposed to various risk of
ioss related to torts; theft of, damage to, or destruction of assets: errors and omissions; and natural
disasters for which the City carries commercial insurance. This City is self-insured related to
unemployment compensation. There have been no significant reductions in insurance coverage from
the prior year.

During the past three years, the costs of any settlements have not exceeded insurance coverage.

The City is also exposed to the risk of injuries to employees, for which the City participates in the
Georgia Municipal Association — Workers Compensation Self-Insurance Fund. The fund is
considered a public entity risk pool, which is a self-insured program authorized by state statute
(34-8-150), and administered by GMA. Unlike commercial insurance where the risk is transferred to
another party, the risk pool simply spreads the risk among the members. All governmental entities
located in the State of Georgia are eligible to participate. Members of the pool are responsible for
paying estimated premiums based on payroll projections for each calendar year. The risk pool is
responsible for paying all claims filed on behalf of the members.

Note 14. Joint Venture

The City of Summerville is a member of the Coosa Valley Regional Department Center (RDC). The
RDC was created under the laws of the State of Georgia and cities and counties in the area served
by the RDC are required to be members. The membership of the RDC includes 10 counties and 35
municipalities. The City’s annual dues are paid by Chattooga County in the City's stead. The City
has no equity interest in the RDC nor does the City materially contribute to the continued existence of
the RDC. The Official Code of Georgia Annotated Section 50-8-39.1 states that in the event the RDC
ceases operation, the membership can be assessed for any debt or obligation of the RDC. Separate
financial statements may be obtained from: Coosa Valley Regional Development Center, P.O. Box
1793, Rome, Georgia 30162.
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Note 15. Contingencies

Amounts received or receivable from grantor agencies are subject to audit and adjustment by grantor
agencies, principally the federal government. Any disallowed claims, including amounts already
collected, may constitute a liability of the applicable funds. The amount, if any, of expenditures which
may be disallowed by the grantor cannot be determined at this time although the government expects
such amounts, if any, to be immaterial.

Note 16. Post-Employment Benefits (Obligations for Life Insurance)

Plan_Description. Through the passage of local ordinance, the City of Summerville OPEB plan, a
single employer defined benefit plan provides continuation of life insurance coverage to retired
employees. All full time employees of the City are eligible for these benefits. The employer covers all
costs. The normal retirement date of a participant is the first day of the calendar month coincident
with or next following their 65th birthday. A participant may retire on an early retirement date which
may be the first day of any calendar month prior to their normal retirement date, provided they have
then attained their 50th birthday and completed 10 years of credited service. A participant may
continue in employment beyond his normal retirement date; such participant's postponed retirement
date will be the first day of the calendar month coincident with or next following his actual retirement.
Life insurance is provided for the life of the employee and is equal to a $30,000 benefit if the
deceased beneficiary was less than 65 years of age at time of death, a $19,500 benefit when the
deceased beneficiary was 65 to 69 years of age at time of death, a $15,000 benefit when the
deceased beneficiary was 70 to 74 years of age at time of death, and a $10,500 benefit when the
deceased beneficiary was greater than 75 years of age at time of death. The plan is administered
through the City’s current insurance provider and no separate audit report is available. The City has
the authority to amend the provisions of this plan.

The number of participants as of June 30, 2013, the effective date of the OPEB valuation is as

follows:
Active employees 62
Retired employees 25
87
Funding Policy. The City currently pays for fife insurance benefits on a pay-as-you-go basis. The
City’s annual OPEB cost, the percentage contributed, and the net obligation are as follows:
Net
Period OPEB Percentage OPEB Amount
Ended Cost Contributed Obligation Contributed
6/30/2013  § 19,468 53.80% % 8,094 % 10,474
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The funded status of the OPEB plan is as follows:

Schedule of Funding Progress

Ratio of the
Actuarial Actuariat Actuarial UAAL to Annual
Valuation Value Accrued Unfunded AAL Funded Cowvered Covered
Date Of Assets Liability (AAL) {UAAL) Ratio Payroll Payroll
7M1/2012 $ - % 230,363 § 230,363 00% & - %

Annual Other Postemployment Benefit Cost. The City's OPEB cost is actuarially calculated based on
the annual required contribution of the employer (ARC). The ARC represents a level of funding that,
if paid each year, is projected to provide funding for future benefits. The following table shows the
components of the City's OPEB cost for the current year, amount contributed and changes in OPEB
obligation.

Annual OPEB Cost

ARC $ 15,226
Interest on net OPEB obligation -
Adjustment otthe ARG -
Total Annual CPEB cost 3 15,226

Net OPEB Obligation

Annual OPEB cost $ 15,226
Contributions made (24,220)
Increase (decrease) in net OPEB Obligation (8,994)
Net OPEB cobligation, beginning of period 8,994

Net OPEB obligation, end of period

Actuarial Methads and Assumntions. Actoarial assumntions

Economic Assumptions:

Interest Rates
Discount Rate

Inflation Rate
Salary Increases

Post Retirement Benefit Increases
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Demographic Assumptions:

Mortality RP-2000 Combined Mortality Table
Termination None. Vested employees entifled
Spousal Paricipation None

Administrative Expense None

Awverages for Active
Age 45.2
Senice 11.2

Averages for Inactive

Age 72.9
Actuarial Methods:
Normal Cost and Actuarial Accrued Liability Projected Unit Credit
Actuarial Value of Assets Same as Market Value
Amortization of Unfunded Accrued Actuarial UAAL is amortized over thirty years using
Liability (UAAL) level dollar payments based on an open
group

Actuarial valuations of an ongoing plan involve estimates of the value of reported amounts and
assumptions about the probability of occurrence of events far into the future. Amounts determined
regarding the funded status of the plan and annual required contributions of the employer are subject
to continual revision as actual results are compared to past expectations and new estimates are
made about the future. The actuarial calculations are based on the types of benefits provided under
the plan at the time of each valuation and on the pattern of sharing of costs between the employer
and plan members to that point. The projection of benefits for financial reporting purposes does not
explicitly incorporate the potential effects of legal or confractual funding limitations on the pattern of
cost sharing between the employer and plan members in the future. Actuarial calculations are
designed to reflect a long-term perspective, and consistent with that perspective, are designed to

o sbenfilids AF A limbailidi At + e |
minimize short-term voiathity OF aClrusd naohiues and ne actwiana value of assets.

Note 17. Construction Commitments
The City's construction projects as of June 30, 2014 are as follows:

Business-type Activities

The City is in the process of performing upgrades to the waste water freatment plant. This project is
being financed by revenue bond proceeds and a loan from the Georgia Environmental Facilities
Authority. Additionally, natural gas line extensions are under construction in order to provide natural
gas to numerous chicken farming operations in the area.
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WWWWCPAS.COM CERTIFIED PUBLIC ACCOUNTANTS AND ADVISORS

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON CCMPLIANCE AND
OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

The Honorable Mayor and City Council
City of Summerville, 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 Summerville, Georgia, as of and for the year ended
June 30, 2014, and the related notes to the financial statements, which collectively comprise the City of
Summerville, Georgia's basic financial statements, and have issued our report thereon dated November 6,
2014,

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the City of Summerville,
Georgia's internal control over financial reporting (internal control) to determine the audit procedures that are
appropriate in the circumstances for the purpose of expressing our opinions on the financial statements, but
not for the purpose of expressing an opinion on the effectiveness of the City of Summervilie, Georgia's
internal control. Accordingly, we do not express an opinion on the effectiveness of the City of Summerville,
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.
We did not identify any deficiencies in internal control over financial reporting that we consider to be a
material weakness.

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 matferial weakness is a deficiency, or a combination of deficiencies, in
internal control such that there is a reasonable possibility that a material misstatement of the entity’s financial
statements will not be prevented, or detected and corrected on a timely basis. A significant deficiency is a
deficiency, or a combination of deficiencies, in internal control that is less severe than a material weakness,
yet important encugh to merit attention by those charged with governance.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the City of Summerville, Georgia’s financial
statements are free from material misstatement, we performed tests of its compliance with certain provisions
of laws, regulations, contracts, and grant agreements, noncompliance with which could have a direct and
material effect on the determination of financial statement amounts. However, providing an opinion on
compiiance 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.

37

MEMBER OF THE AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS AND GECRGIA SOCIETY OF CERTIFIED PUBLIC ACCOUNTANTS






Purpose of this Report

The purpose of this report is soiely 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.

We noted certain matters that we reported to management of the City of Summerville in a separate letter
dated November 6, 2014.

Williamson & Company
Certified Public Accountants
November 6, 2014
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Project Description Estimated Costs Expenditures
2007 SPLOST Criginal Current Prior Years  Current Year Total
Water and Sewer $ 3,050,000 $ 3,050,000 $ 2169448 $ 582280 $2,751,728
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Project

Estimated Cost

Expenditures

2014 SPLOST
Projects
Admin
Equipment
Public Safety
Equipment

Public Works
Equipment
Improvements

Recreation

Equipment
Improvements

Water and Sewer
Equipment
Improvements

Gas

Equipment
Improvements

Total for all projects

Original Current

Current
Year

Total

$ 4290000 § 4,290,000

9,000

9,000
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