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Honorable Greg Clifton, Mayor
Members of the City Council
And Citizens of Fayetteville, Georgia

Ladies and Gentlemen:

The comprehensive annual financial report of the City of Fayetteville, Georgia (the “City”) for the fiscal
year ended July 31, 2014 is hereby submitted. Responsibility for both the accuracy of the data, and the
completeness and fairness of the presentation, including all disclosures, rests with the government. To the
best of our knowledge and belief, the enclosed data are accurate in all material respects and are reported
in a manner designed to present fairly the financial position and results of operations of the various funds
of the government. All disclosures necessary to enable a reader to gain an understanding of the City’s
financial activities have been included.

The City’s management is responsible for establishing and maintaining an internal control structure
designed to ensure that the assets of the City are protected from loss, theft or misuse and to ensure that
adequate accounting data is compiled to allow for the preparation of financial statements in conformity
with accounting principles generally accepted in the Untied States of America. The internal control
structure is designed to provide reasonable, but not absolute, assurance that these objectives are met. We
believe the City’s internal accounting controls adequately safeguard assets and provide reasonable
assurance that all financial information has been recorded accurately.

State law requires that every general-purpose local government publish within six months of the close of
each fiscal year a complete set of audited financials statements. These statements are to be presented in
conformity with generally accepted accounting principles (GAAP) and audited in accordance with
generally accepted auditing standards by a firm of licensed certified public accountants.

The accounting firm of Maudlin & Jenkins, LLC, is the City’s auditing firm. The independent auditors’
report on the basic financial statements and combining and individual fund statements and schedules is
included in the financial section of this report.

As a recipient of federal and state financial assistance, the City of Fayetteville is also responsible for
ensuring that an adequate internal control structure is in place to ensure compliance with applicable laws
and regulations related to those programs. The internal control structure is subject to periodic evaluation
by the management of the City. For fiscal year 2014, the City was not required to undergo a Single
Audit.

Generally accepted accounting principles require that management provide a narrative introduction,
overview, and analysis to accompany the basic financial statements in the form of Management’s



Discussion and Analysis (MD&A). This letter of transmittal is designed to complement MD&A and
should be read in conjunction with it. The City of Fayetteville’s MD&A can be found immediately
following the report of the independent auditors.

Reporting Entity. This report includes all funds of the primary government. The government provides a
full range of services. These services include police protection, fire protection, court system, the
construction and maintenance of highways, street and drainage improvements, planning and zoning,
engineering, building and code enforcement, economic development, water, sewer, and storm water
services, and Main Street activities and events. Residential sanitation services are provided through a
contractual agreement with a private carrier.

Government Structure. A Mayor and five (5) City Council members serve the City of Fayetteville. The
Mayor and City Council are elected at large and serve four (4) year staggered terms. The Mayor and City
Council serves as the legislative body responsible for enacting City ordinances, resolutions, appropriating
funds, and providing policy direction to City staff. The City Council appoints a City Manager, City
Attorney, Municipal Court Judge and various Boards, Commissions and Authorities. The City Council
annually adopts a balanced budget and establishes a tax rate for the support of the City programs. The
City Manager and Department Directors have the responsibility of administering these programs in
accordance with policies and the annual budget adopted by the City Council.

An organizational chart depicting the current structure associated with the management of the City of
Fayetteville is included in this introductory section.

General Information. The City of Fayetteville is named for General Marquis de Lafayette of France,
who aided the American colonists during the Revolutionary War. Fayetteville was named as the county
seat in 1823 and the present-day courthouse in the town square was built in 1825. Listed on the National
Register, it remains the oldest courthouse in Georgia and boasts the longest court bench in the world.

There was more or less a city/county government until the 1880’s. The first mayor elected in Fayetteville
was W. P. Redwine in 1889.

Downtown Fayetteville is rich in history with the preservation of many notable places of interest. Most
of the store buildings that exist today around the courthouse square were built in the late 1890s and early
1900s.

In 1900, the first gas lamps and telephones were installed. The Fayette County Daily Newspaper that
began in 1886 is still in operation. Electricity lit up Fayetteville in the 1920s. In 1926, the first public
water system was installed with a 60,000-gallon tank above the city well. In 1953, the water system was
upgraded with the construction of a new water plant just northwest of the City. A sewer system was
installed in the early 1960s. In 1996, the City built a four MGD water treatment plant. And, then, in 2008
the final upgrade to the City’s wastewater treatment plant provides the City with a capacity of 5 MGD.

The history of Fayetteville remains in the downtown area, the historic district, through a program that
initially was created in 1994 to bring businesses and activities into the historic district. Development
standards have been developed just for the historic district. Fayetteville was designated Georgia’s 37"
Main Street City by the Georgia Department of Community Affairs in 1996.

West of the square, one of Fayetteville’s finest historical attractions, The Holliday-Dorsey-Fife house was
built in 1855, an antebellum structure with large white columns considered by many to be one of the most
refined of the Greek revival houses in Fayette County. The house derives its name from the three main
owners that dwelled there: Dr. John Stiles Holliday, whom built the house, and was the uncle of the



“Doc” Holliday of Western fame; Solomon Dawson Dorsey, a Colonel of the State Militia during the war
Between the States who helped enlist volunteers for the confederacy; and Robert E. Lee Fife, a former
Fayetteville city council member related to the last family to occupy the house as a residence. The house
has ties with well-known personalities such as Margaret Mitchell of Gone with the Wind fame, former
Georgia Governor Hugh M. Dorsey, and abounds in confederate history. Today, the City of Fayetteville
Downtown Development Authority owns the Holliday-Dorsey-Fife house and is operating it as a
museum.

Across, the street lays the city’s historic cemetery circa 1823. The Fitzgerald’s, great-grandparents of
Margaret Mitchell, as well as the Holliday’s, Dorsey’s and Fife’s are laid to rest. Recent enhancements to
the cemetery have been completed to the entranceway, refurbishing and repairing headstones and
designing a self-guided, walking tour brochure for preserving Fayetteville’s history.

East of the square is the historic Train Depot available for private rentals and used year around as a
special events facility. The Train Depot was originally built in 1902 along the railroad that ran from
Atlanta to Fort Valley via Fayetteville. The railroad ceased to run through Fayetteville and the tracks
were lifted in 1939.

South of the square, The Fayetteville Academy or Seminary was built in 1857, which later became a
public school, Glynn Street School, and later in 1994 was renovated and is where the Fayetteville City
Hall resides.

In May 2006, a Georgia Historical Marker was unveiled at City Hall honoring former Georgia Governor
Hugh M. Dorsey. He was born in Fayetteville and served as governor for two terms from 1917 to 1921.

In 2007, First Lady Laura Bush awarded the City of Fayetteville the Preserve America Designation in
recognition of the continuing commitment to preserving and using its cultural and natural resources for
the benefit and enjoyment of the public.

Fayetteville has a strong historical preservation ethic that is evident throughout the downtown district. At
present there is an effort underway by the Main Street program to revitalize the downtown area. The city
limits have been extended far beyond the courthouse and the city business district now runs from a couple
of miles south of the courthouse to almost three miles north for a total of about 5 miles of business area.
There are now seven schools in Fayetteville, an outdoor shopping center (the Pavilion), the Southern
Ground Amphitheater (formerly Villages Amphitheater), two hotels, specialty shops of all descriptions,
and a developing west side, that includes the Fayette Piedmont Hospital and medical complexes, all
which make Fayetteville an attractive community. Numerous festivals and events are held on the square
during the calendar year which brings thousands of people to downtown to participate in fellowship and
community. Additionally the Southern Ground Amphitheater plays host to a wide array of concerts,
films, and dramatic events. In 2012, the Downtown Development Authority negotiated a multi-year, title
sponsorship for the Villages Amphitheater with Southern Ground Artists, Inc. For the term of the
agreement, the amphitheater will be listed in all advertising and mentions as the Southern Ground
Amphitheater. In 2014, Pinewood Atlanta Studios, the largest film and television production studio in the
United States outside the state of California located on the west side of Fayetteville, opened.

Economic Condition and Outlook. Located approximately 21 miles south of Atlanta, the City of
Fayetteville continues to benefit economically by being an integral part of Metropolitan Atlanta. The City
of Fayetteville is well positioned geographically to Atlanta and to the Hartsfield-Jackson Atlanta
International Airport, which makes it convenient for the residents to travel for business and/or pleasure.
The City of Fayetteville has a wealth of natural, cultural, historical, and commercial resources that



provides an amenity for residents, a destination for tourists, and an attractive location for commercial
businesses.

The population of Fayetteville is 16,206; a 45.4 % increase since 2000. The median housing value in
Fayetteville is $179,887. Renters make up about 30% of the City’s population; while 70% own homes;
5% of the homes and apartments are vacant in the City. The total permits issued for new housing
decreased from 139 in 2013 to 87 in 2014. The City remains affordable to residents as the per capita
income is $30,033.

The total number of new commercial permits issued during fiscal year 2014 was 4, valued at $2,649,760,
as compared to 3 permits issued during fiscal year 2013. Approximately 49 new tenant finishes valued at
$9,121,048.00 during fiscal year 2014. However, the City’s vacant inventory by percentage is 9.12%
commercial, 9% industrial, and 15.42% office.

The unemployment rate for Fayetteville is 7.5% compared to the United States average of 6.2%. Sales
and office type jobs are the most prominent jobs in Fayetteville, followed by, professional and
management, business, and financial operation.

Financial Planning. The annual budget(s) serves as the current foundation for the City of Fayetteville’s
financial planning and control. The City of Fayetteville budget(s) are adopted by City Council on or
before July 31 at a regular Council meeting that is open to the public. The level of legal budgetary
control is the departmental level. A budget is legally adopted for all Governmental Fund types and
Proprietary Fund types. Formal budgetary integration is employed as a management control device
during the year. The budget is based on the same method of accounting as the fund it represents.
Transfers of appropriations within a department budget or within a non departmental expenditures
category require the approval of the finance director. Increase or decrease (change) in appropriations
within a departmental budget or in a non-departmental expense category requires approval of the
governing body in the form of amendments to the budget ordinance.

The Mayor and City Council have set the goals that our financial planning adheres to by providing the
necessary and available resources. The overall goals are (1) Achieve all goals while striving for the
lowest total cost for public services. (2) Maintain a managed growth policy that requires quality
development in concert with our economic development strategy. (3) Provide for the public safety and
welfare by committing appropriate resources to police, fire, streets, recreation, water and sewer, and
support services. (4) Continue cooperative efforts with other governments and government agencies. (5)
Preserve our historic and cultural heritage and encourage revitalization of downtown through support of
Main Street initiatives.

The financial position of the City of Fayetteville continues to be effected by the recession mainly in
property tax digest although we did see a positive digest for the first time since 2008. Most revenue
sources seem to be stabilizing with even some slight increases in other revenue sources. Our city has
been optimizing the use of limited resources to preserve core services. During the last several years, the
cost to support existing city services outpaced growth in revenues. The City of Fayetteville addressed this
financial gap by reducing expenditures. All throughout fiscal year 2014, budget measures were
implemented to reduce the effected revenues and expenditure. Major expenditure reductions involved,
but were not limited to, continuation of a hiring freeze except for replacing positions that left
employment, especially Public Safety, no purchasing on new and limited replacement capital items or
projects, continuation of an employee voluntary reduction in work hours, no out-of-state training and
travel, fuel conservation policy and debt restructuring. Transportation projects, including highways and
streets and sidewalks, that were funded via special local option sales tax, grants, and/or impact fees have
continued as planned in the capital project fund budgets.
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The City has continued to maintain adequate fund balances consistent with our reserve fund policy. With
continued monitoring of our revenues and expenditures, the City can meet goals and objectives in the
public service area; police and fire protection, street and drainage improvements, and infrastructure.

No new personnel were proposed for fiscal year 2014. As mentioned above, a hiring freeze was
implemented in mid fiscal year 2008 and continued through fiscal year 2014, except for replacing
positions that left employment, especially Public Safety. Personnel services and benefits had an increase
of 4.8%. The increase is due to the increasing cost of health insurance; whereas the City implemented a
Private Health Insurance Exchange to provide more options to employees and to better control City’s
cost. Funds were budgeted for performance salary plan, retention plan, wellness and safety program,
workers compensation and retirement plan.

Major Initiatives. For fiscal year 2014, replacement public safety vehicles and equipment were
purchased in the major operating funds.

The most significant project occurred in the City’s Stormwater program, which was the completion of the
Deep Forest drainage.

Within the SPLOST Funds several major transportation, sidewalk, and pedestrian projects were
completed and/or under construction. These projects are listed below in the table along with the funding
source, which includes American Recovery and Reinvestment Acts (ARRA) grants, and if they were
completed, in progress to continue next fiscal year, or on hold pending future funding.

DESCRIPTION IN PROGRESS OR | FUNDING SOURCE
COMPLETED

Hood Ave Connector/SR92 Realignment In Progress SPLOST & Impact Fees

Hospital Crosswalk & Paths In Progress SPLOST & Grant

Lafayette Avenue Extension On hold Impact Fees

Lafayette and Glynn Street Traffic Signal On hold Impact Fees

Grady at Beauregard Completed Impact Fees

Hwy 54-Safete-L U Sidewalk In Progress SPLOST & Grant

Lafayette Tiger Trail Alternate Improvements On hold Impact Fees

Cemetery Sidewalk Project In Progress SPLOST, Grant & Trust

92/Jimmie Mayfield Sidewalk On hold SPLOST

The Downtown Development Authority renovation of the 115 Glynn Street property was completed.

Strategic Financial Planning. The City of Fayetteville has initiated processes that have it looking to the
future and planning for services, programs and facilities to meet the needs of the residents and businesses
of the community. The most current budget process addressed both revenues and expenditures for its
operating programs for the current year. The five-year financial forecast is developed to begin the process
of looking at future needs and financial trends in order to better plan for the long-term needs of the City;
which included personnel, operations and maintenance. The capital improvement program establishes a
continuing five-year look at facility and equipment needs. The City also has a capital improvement
program for transportation and infrastructure.

Financial Analysis and Planning is essentially a process, which assesses the future to the extent possible
and determines what the picture of the community, from many different perspectives, should look like in
the future years. The Mayor and City Council have recognized the need for this type of planning effort,
which will in turn provide the roadmap for future budgeting and capital planning efforts. Such a plan
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provides guidance to the legislative and administrative arms of city government, but also provides a
guideline for residents and businesses of the community to act upon in the development of private
programs and services.

Relevant Financial Policies. Financial policies and procedures have also been implemented to ensure
balance, control, and stability to maintain and oversee the finances within and throughout the City. These
policies and procedures address fund balances, reserve fund policy, purchasing, contract administration,
debt administration, accounting, auditing, financial reporting, budget, capital outlay, investment, revenue
administration, fixed assets, strategic planning, and grant administration.

Awards. The Government Finance Officers Association (GFOA) of the United States and Canada
awarded a Certificate of Achievement for Excellence in Financial Reporting to the City of Fayetteville for
its Comprehensive Annual Financial Report (CAFR) for the fiscal year ended July 31, 2013. This was the
eighteenth consecutive year that the government has received this prestigious award. In order to be
awarded a Certificate of Achievement, the government must publish an easily readable and efficiently
organized comprehensive annual financial report. This report must satisfy both generally accepted
accounting principles and applicable legal requirements.

A Certificate of Achievement is valid for a period of one year only. We believe that our current
comprehensive annual financial report continues to meet the Certificate of Achievement Program’s
requirements and we are submitting it to the GFOA to determine its eligibility for another certificate.

In addition, the City also received the GFOA Award for Distinguished Budget Presentation for the annual
budget for fiscal year 2013. This was the eighth consecutive year that the government has received this
prestigious award. In order to qualify for the Distinguished Budget Presentation Award, the City’s budget
document was judged to be proficient as a policy document, a financial plan, an operations guide, and a
communication device.

A Distinguished Budget Presentation Award is valid for a period of one year only. We believe our
current budget continues to conform to the Distinguished Budget Presentation Award Program’s
requirements, and we are submitting it to the GFOA to determine its eligibility for another award.

Acknowledgments. The preparation of the Comprehensive Annual Financial Report (CAFR) on a timely
basis was made possible by the dedicated service of the City staff and department directors and the
auditors of our accounting firm, Mauldin and Jenkins, LLC. In closing, without the leadership and
support of the Mayor and City Council, the preparation of this report would not have been possible. My
sincere appreciation is extended to each individual for the contributions made in the preparations of this
report.

Respectfully submitted,
— s

"'.’“- o ) #
Ray Gibson Mike Bush
City Manager Director of Finance and Administrative Services
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AULDIN
& JENKINS

CERTIFIED PuBLIC ACCOUNTANTS, LL.C

INDEPENDENT AUDITOR'S REPORT

Honorable Mayor and Members
Of City Council

City of Fayetteville

Fayetteville, Georgia

Report on the Financial Statements

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

Management’s Responsibility for the Financial Statements

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

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We conducted our audit
in accordance with auditing standards generally accepted in the United States of America and the standards
applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General of the
United States. Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on the auditor’s judgment, including the assessment of the risks of
material misstatement of the financial statements, whether due to fraud or error. In making those risk assessments,
the auditor considers internal control relevant to the entity’s preparation and fair presentation of the financial
statements in order to design audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we express no such opinion.
An audit also includes evaluating the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluating the overall presentation of the
financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinions.

300 MULBERRY STREET, SUITE 300 « POST OFFICE BOX 1877 « MACON, GEORGIA 31202-1877 « 478-464-8000 « FAX 478-464-8051 » www.mjcpa.com

MEMBERS OF THE AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS



Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities, the business-type activities, each major fund, and the aggregate
remaining fund information of the City of Fayetteville, Georgia as of July 31, 2014, and the respective changes in
financial position and, where applicable, cash flows thereof and the budgetary comparison for the General Fund 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 (on pages 4 through 11) and the Schedule of Funding Progress (on page 55) be presented to
supplement the basic financial statements. Such information, although not a part of the basic financial statements,
is required by the Governmental Accounting Standards Board, who considers it to be an essential part of financial
reporting for placing the basic financial statements in an appropriate operational, economic, or historical context.
We have applied certain limited procedures to the required supplementary information in accordance with auditing
standards generally accepted in the United States of America, which consisted of inquiries of management about
the methods of preparing the information and comparing the information for consistency with management’s
responses to our inquiries, the basic financial statements, and other knowledge we obtained during our audit of the
basic financial statements. We do not express an opinion or provide any assurance on the information because the
limited procedures do not provide us with sufficient evidence to express an opinion or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise
the City of Fayetteville, Georgia’'s basic financial statements. The introductory section, combining and individual
nonmajor fund financial statements and schedules, and the statistical section are presented for purposes of
additional analysis and are not a required part of the basic financial statements of the City of Fayetteville, Georgia.
The accompanying schedule of expenditures of special purpose local option sales tax proceeds is presented for
purposes of additional analysis as required by the Official Code of Georgia 48-8-121, and is not a required part of
the basic financial statements.



The combining and individual nonmajor fund financial statements and schedules and the schedule of expenditures
of special purpose local option sales tax proceeds 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 opinion, the combining and individual nonmajor fund financial statements and schedules
and the schedule of expenditures of special purpose local option sales tax proceeds are fairly stated, in all material
respects, in relation to the basic financial statements as a whole.

The introductory and statistical sections have not been subjected to the auditing procedures applied in the audit of
the basic financial statements, and accordingly, we do not express an opinion or provide any assurance on them.

Other Reporting Required By Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated January 26, 2015, on our
consideration of the City of Fayetteville, Georgia’s internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts and grant agreements and other matters. The
purpose of that report is to describe the scope of our testing of internal control over financial reporting and
compliance and the results of that testing, and not to provide an opinion on internal control over financial reporting
or on compliance. That report is an integral part of an audit performed in accordance with Government Auditing
Standards in considering the City of Fayetteville, Georgia’s internal control over financial reporting and compliance.

oo # Gorfines, 5XE

Macon, Georgia
January 26, 2015



CITY OF FAYETTEVILLE, GEORGIA

MANAGEMENT’'S DISCUSSION AND ANALYSIS
JULY 31, 2014

This management discussion and analysis of the City of Fayetteville, Georgia’s financial performance provides an
overall review of the City’s financial activities for the fiscal year ended July 31, 2014. It is designed to give the
reader an objective and easily readable analysis of the City’s financial performance. The primary intent of this
discussion and analysis is to look at the City’s financial performance as a whole; readers should also review the
letter of transmittal, notes to the basic financial statements, and the financial statements to enhance their
understanding of the City’s financial performance.

Financial Highlights

Key financial highlights for FY 2014 are as follows:

In total, combined net position increased $2,025,560 which represents a 2.3% increase over FY 2013. This
increase can primarily be attributed to the increase of charges for services and other taxes.

e Combined tax revenues accounted for $9,443,106 or 69.3% of all revenues from governmental activities.
Service specific revenues in the form of charges for services, operating grants and contributions, and capital
grants and contributions accounted for $4,174,959 or 30.6% of total revenues of $13,623,958 from
governmental activities.

e The City had $11,372,842 in expenses related to governmental activities; $4,174,959 of these expenses
were offset by charges for services, grants, and contributions. General revenues (primarily taxes) of
$9,448,999 provided for these services as well as increasing the City’s net position by $2,251,116.

e Total Water and Sewer Fund revenues for fiscal year 2014 were $5,674,108. Total expenses for fiscal year
2014 were $5,188,075. Capital contributions were recorded in the amount of $297,696, including but not
limited to donated property and sewer proportionate share. The change in net position after depreciation
and non-operating revenues and/or expenses was ($193,578) for the fiscal year end.

e Revenues from the General Fund were $10,333,483 for fiscal year 2014, an increase of approximately 6.8%
over the prior fiscal year, due to an increase in local option sales tax. General Fund expenditures totaled

$8,568,615 for the fiscal year ending July 31, 2014, an increase of 1.1% over last fiscal year.

Overview of the Financial Statements

This comprehensive annual financial report consists of a series of financial statements and notes to those
statements. These statements are organized so the reader can understand the City of Fayetteville as a financial
whole, or as an entire operating entity.



MANAGEMENT’'S DISCUSSION AND ANALYSIS

Statements of Net Position and the Statement of Activities

The Statement of Net Position and Statement of Activities provide information about the activities of the whole City,
presenting both an aggregate view of the City’s finances and a longer-term view of those finances. Fund financial
statements provide the next level of detail. For governmental funds, these statements tell how services were
financed in the short term as well as what remains for future spending. For proprietary funds, the statements offer
short and long term financial information about activities the City operates like businesses, such as water and
sewer. The fund financial statements also look at the City’'s most significant funds with all other non-major funds
presented in total in one column.

The purpose of the Statement of Net Position and the Statement of Activities is to answer the question, “How did we
do financially during FY 20147?” These statements include all assets and liabilities using the accrual basis of
accounting similar to the accounting used by most private sector companies. This basis of accounting takes into
account all of the current year’s revenues and expenses regardless of when the cash is received or paid.

These two statements report the City’s net position and changes in net position. This change in net position is
important because it tells the reader that, for the City as a whole, the financial position of the City has improved or
diminished. The causes of this change may be the result of many factors, some financial and some non-financial,
including the City’s property tax base, facility conditions, and other factors.

In the Statement of Net Position and the Statement of Activities, the City has both governmental and business-type
activities:

e Governmental Activities: Most of the City’'s programs and services are reported here including general
government, judicial, public safety, public works, culture and recreation, and housing and development.
Sales taxes, property taxes, occupation taxes, and fines and forfeitures finance most of these activities.

e Business-Type Activities: The City charges fees to cover the services it provides. These activities include
water and sewer services, stormwater services, sanitation services and recycling services.

Reporting the City’s Most Significant Funds

Fund financial reports provide detailed information about the City’s major funds. The City uses many funds to
account for a multitude of financial transactions. However, these fund financial statements focus on the City’s most
significant funds.

Governmental Funds

Most of the City’s activities are reported in the governmental funds, which focus on how money flows into and out of
those funds and the balances left at year-end available for spending in future periods. These funds are reported
using an accounting method called modified accrual 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 governmental operations and basic services it provides. Governmental fund information helps the
reader determine whether there are more financial resources that can be spent in the near future to finance
governmental services. The relationship (or difference) between governmental activities (reported in the Statement
of Net Position and the Statement of Activities) and governmental funds is reconciled in the financial statements.
See Note 2 to the Financial Statements.



MANAGEMENT’'S DISCUSSION AND ANALYSIS

The capital projects funds are used to account for financial resources to be used for the acquisition, construction, or
renovation of major capital assets. The City of Fayetteville has three Capital Projects Funds: (1) Building Fund (2)
Impact Fee Fund and (3) Special Purpose Local Option Sales Tax (SPLOST) Fund.

The special revenue funds are used to account for specific revenues that are legally restricted to expenditures for
particular purposes. The City of Fayetteville has seven Special Revenue Funds: (1) Confiscated Assets Fund, (2)
Hotel/Motel Tax Fund, (3) Vehicle Excise Tax Fund (4) Cemetery Fund, (5) Veterans Memorial, (6) Downtown
Development Authority Fund, and (7) Main Street Tourism Association Fund.

Proprietary Funds

Proprietary funds are activities that a City operates similar to a business in that it attempts to recover costs through
charges to the user. The City’'s only proprietary funds are enterprise funds. Enterprise funds may be used to
account for any activity or service that charges a fee to external users to cover the cost of operations, including cost
of depreciation and debt service. The City operates its water and sewer fund and solid waste fund as enterprise
funds. Proprietary fund statements use the accrual basis of accounting similar to the City-wide statements.

Financial Analysis

As was previously stated, the FY 2014 total net position represents an increase of 2.3% over FY 2013. The City is
starting to see changes in the economy that have affected some revenue sources: improvement in local option sales
tax and other taxes with a decrease in capital grant monies. See Tables 1 (Statement of Net Position on page 12
and 2 (Statement of Activities on pages 13 and 14) for a schedule of net position and change in net position.

TABLE 1-NET POSITION

Governmental Business-type Total
Activities Activities Activities
2014 2013 2014 2013 2014 2013

Current and other assets $ 9,370,434 $ 8,123,067 $ 5597647 $ 5,253,282 $ 14,968,081 $ 13,376,349

Capital assets 72,863,748 71,880,604 27,581,410 27,039,107 100,445,158 98,919,711

Total assets 82,234,182 80,003,671 33,179,057 32,292,389 115,413,239 112,296,060
Deferred outflows

of resources 112,685 127,980 273,643 349,780 386,328 477,760

Long-term liabilites 5,930,900 5,998,561 19,352,528 18,339,482 25,283,428 24,338,043

Other liabilities 813,912 782,151 437,280 414,239 1,251,192 1,196,390

Total liabilities 6,744,812 6,780,712 19,789,808 18,753,721 26,534,620 25,534,433

Net position:

Net investment in

capital assets 67,435,901 66,251,170 8,502,525 8,699,625 75,938,426 74,950,795

Restricted 2,098,212 1,952,554 2,723,599 2,286,019 4,821,811 4,238,573

Unrestricted 6,067,942 5,147,215 2,436,768 2,902,804 8,504,710 8,050,019

Total net position $ 75,602,055 $ 73,350,939 $ 13,662,892 $ 13,888,448 $ 89,264,947 $ 87,239,387




MANAGEMENT’'S DISCUSSION AND ANALYSIS

TABLE 2-CHANGE IN NET POSITION

Governmental Business-type Total
Activities Activities Activities
2014 2013 2014 2013 2014 2013
Revenues
Program revenues:
Charges for services $ 2,288,777 $ 1,812,907 $ 6,297,402 $ 6,055,311 $ 8,586,179 $ 7,868,218
Operating grants and
contributions 560,303 528,838 - - 560,303 528,838
Capital grants and
contributions 1,325,879 2,003,847 297,696 232,047 1,623,575 2,235,894
Total program revenues 4,174,959 4,345,592 6,595,098 6,287,358 10,770,057 10,632,950
General revenues:
Property taxes 3,094,181 2,879,031 - - 3,094,181 2,879,031
Other taxes 6,348,925 6,059,336 - - 6,348,925 6,059,336
Unrestricted investment
earnings 5,893 6,374 52 108 5,945 6,482
Gain on sale of capital
assets - - 4,762 1,554 4,762 1,554
Total general revenues 9,448,999 8,944,741 4814 1,662 9,453,813 8,946,403
Total revenues 13,623,958 13,290,333 6,599,912 6,289,020 20,223,870 19,579,353
Expenses
General government 938,311 918,357 - - 938,311 918,357
Judicial 562,483 491,867 - - 562,483 491,867
Public safety 6,556,219 6,579,434 - - 6,556,219 6,579,434
Public works 2,095,224 1,618,047 - - 2,095,224 1,618,047
Culture and recreation 19,877 19,672 - - 19,877 19,672
Housing and development 1,042,536 919,084 - - 1,042,536 919,084
Interest on long-term debt 158,192 270,964 - - 158,192 270,964
Water and sewer - - 5,867,412 5,602,921 5,867,412 5,602,921
Stormwater - - 302,784 270,252 302,784 270,252
Solid waste - - 655,272 657,636 655,272 657,636
Total expenses 11,372,842 10,817,425 6,825,468 6,530,809 18,198,310 17,348,234
Change in net position 2,251,116 2,472,908 (225,556) (241,789) 2,025,560 2,231,119
Net position, beginning
of year 73,350,939 70,878,031 13,888,448 14,130,237 87,239,387 85,008,268
Net position, end of year $ 75,602,055 $ 73,350,939 $ 13,662,892 $ 13,888,448 $ 89,264,947 $ 87,239,387




MANAGEMENT’'S DISCUSSION AND ANALYSIS

Governmental Activities

Please note that public safety expenses of $6,556,219 represent 57.6% of the total governmental expenses. The
next most significant program expense is public works, which totals $2,095,224 or 18.4% of the total.

Business-Type Activities

The most significant business-type activity of the City is the Water and Sewer Department. The majority of its
revenue was derived from user fees charged for product and service.

Cost of Program Services

The Statement of Activities shows the cost of program services and the charges for services and grants offsetting
those services. Table 3 shows, for governmental and business-type activities, the combined total cost of services
and the combined net cost of services; that is, it identifies the cost of these services supported by tax revenue.

Although program revenues make up 30.6% of the combined revenues, the City is dependent upon tax revenues for
governmental activities. The net cost of services amounts to $7,197,883, which approximates 76.2% of our local tax
receipts of $9,443,106. The remaining balance of tax receipts along with interest earnings of $5,893 creates an
increase in net position of $2,251,116. This information was taken from the Statement of Activities on pages 13 and
14.

TABLE 3 — Governmental and Business Type Activities

Total Cost Net Cost
of Services of Services
2014 2013 2014 2013
General government 938,311 $ 918,357 (553,702) (476,399)
Judicial 562,483 491,867 513,973 323,252
Public safety 6,556,219 6,579,434 (6,040,485) (6,280,961)
Public works 2,095,224 1,618,047 (763,723) 675,401
Culture and recreation 19,877 19,672 (19,877) (19,672)
Housing and development 1,042,536 919,084 (175,877) (422,490)
Interest on long-term debt 158,192 270,964 (158,192) (270,964)
Total governmental activities 11,372,842 10,817,425 (7,197,883) (6,471,833)
Business-type activities 6,825,468 6,530,809 (230,370) (243,451)
Total expenses 18,198,310 $ 17,348,234 (7,428,253) (6,715,284)
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Governmental Fund Balance

At the end of the fiscal year 2014, the combined ending fund balances for the City’'s Governmental Funds were
$8,486,516. Of the total fund balance, $8,313,819 is available as working capital for current spending in
accordance with the purposes of the specific funds. The remainder of the fund balance, $172,697, is not available
for new spending because it is considered non-spendable (pre-paid items and inventory).

The General Fund's fund balance for the fiscal year ending 2014 was $6,533,474, which indicates an increase in
fund balance over the previous year by $1,682,643. The increase in General Fund’'s fund balance is due to
reduction in personnel through attrition, the voluntary early retirement incentive program (VERIP), and improvement
in local option sales tax and other taxes. The fund balance of the City’s Impact Fee Fund increased by $377,066
during the fiscal year to an ending fund balance of $1,424,360. The SPLOST fund has decreased by ($788,696)
due to the fact that no additional revenues are coming into the fund and we are completing projects as the program
nears its end. Information provided in Table 4 is from the Governmental Funds Balance Sheet on page 16.

TABLE 4 — Governmental Fund Balance

2014 2013
General Fund $ 6,533,474 $ 4,850,831
SPLOST Fund (38,422) 750,274
Other Governmental Funds 1,991,464 1,675,517
Total $ 8,486,516 $ 7,276,622

Proprietary Net Position

At the end of the fiscal year 2014, the combined net position of the City’s Proprietary Funds were $13,662,892. The
most significant event that took place in the Water and Sewer Funds was the increased revenues in sewer
proportionate share and connection fees for new construction.

General Fund Budgeting Highlights

e The City’s budget is prepared according to Georgia law. The most significant budget fund is the General
Fund.

e For the General Fund, the actual revenues of $10,333,483 were more than the final budgeted amount of
$9,778,769 by $554,714. This difference was primarily due to increases in property taxes and fines and
forfeitures.

e The actual expenditures of $8,568,615 were less than the final budgeted amount of $9,426,317 by
$857,702. This difference was primarily due to vacant personnel positions and the Volunteer Early
Retirement Incentive Program (VERIP).
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General Fund Budgeting Highlights (Continued)

e The original budget had to be increased by $623,140 due to the change in revenues. Property taxes were
originally budgeted as $2,074,893 with actual revenues of $2,577,781 for a total increase of $502,888, other
taxes were originally budgeted as $3,385,179 with actual revenues of $3,562,769 for a total increase of
$177,590, sales taxes were originally budgeted as $2,663,238 with actual revenues of $2,561,460 for an
decrease of ($101,778), and fines and forfeitures were originally budgeted as $1,075,000 with actual
revenues of $1,022,454 for a decrease of ($52,546). With the downturn in the economic conditions and
subsequent slow recovery conditions have rendered the historical data and past trends irrelevant,
forecasting has become difficult.

Capital Assets and Debt Administration

At the end of fiscal year 2014, the City had $100,445,158 invested in capital assets, which is an increase over
Table 5 shows fiscal years 2014 and 2013 balances of the Capital Assets, net of
depreciation as presented in Note 7 — Capital Assets.

FY2013 of $1,525,447.

Land
Historical treasures
Construction in progress
Buildings
Land improvements
Equipment
Infrastructure

Total

Debt

TABLE 5 — Capital Assets, Net of Accumulated Depreciation

Governmental Business-type Total
Activities Activities Activities

2014 2013 2014 2013 2014 2013
$ 6911,140 $ 4439476 $ 1,630,139 $ 1,630,139 $ 8,541,279 $ 6,069,615
91,279 91,279 - - 91,279 91,279
2,025,803 2,976,751 2,383,826 454,460 4,409,629 3,431,211
7,355,792 7,326,414 - - 7,355,792 7,326,414
328,868 334,660 - - 328,868 334,660
693,339 642,766 129,533 110,700 822,872 753,466
55,457,527 56,069,258 23,437,912 24,843,808 78,895,439 80,913,066

$ 72,863,748 $ 71,880,604 $ 27,581,410 $ 27,039,107 $ 100,445,158 $ 98,919,711

The amount of outstanding debt of $19,352,528 in Water and Sewerage Revenue Bonds is to refinance the cost of
a surface water supply, a water treatment and transmission facility, a new gravity sewer line to connect the new
Fayette Community Hospital to the sewer collection system and to finance a new Wastewater Plant Expansion. The
Water and Sewer Fund issued new bonds during the year ended to refund the remaining 2003 bonds. The amount
of outstanding debt in Governmental Activities includes Certificates of Participation (COPS) with Georgia Municipal
Association (GMA), revenue bonds, compensated absences and notes payable totaling $5,930,900. Table 6 —
Outstanding Long-Term Liabilities reflects information provided in Note 8 — Long-Term Debt.
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TABLE 6 — Outstanding Long-Term Liabilities

Governmental Activities Business-type Activities
2014 2013 2014 2013
Notes payable $ 725,532 $ 629,434 $ - $ -
Compensated absences 390,368 369,127 - -
Certificates of participation 3,010,000 3,115,000 - -
Bonds payable:
Revenue bonds 1,805,000 1,885,000 19,255,000 18,260,000
Deferred amounts:
Premium - - 97,528 79,482
Total bonds payable 1,805,000 1,885,000 19,352,528 18,339,482
Total long-term liabilities $ 5,930,900 $ 5,998,561 $ 19,352,528 $ 18,339,482

Current Issues

Economic Factors and Next Year's Budget and Rates

Today, the population for the City of Fayetteville is estimated to be 16,060. This growth has been reflected in the
City's General Fund revenues, which have increased from $3,840,328 in 1994 to $10,333,483 in 2014. The
economic condition and outlook of the City is beginning to show slight improvement in residential construction,
purchasing by City residents, and the loss of jobs and employment in our area has stabilized.

The City has started to see small increases in growth in revenues, particularly property taxes and building related
fees. Our local option sales taxes are continuing to increase which is a direct reflection of our area’s slow recovery
from the recession. Our operating expenses have decreased due the volunteer early retirement incentive program.
Additionally, our debt service expenses have increased as a result of infrastructure projects.

Staff has developed a Five-Year Plan that includes Workload Indicators and Trend Analysis to assist the City in
long-range financial planning and forecasting. This plan is developed with input from each department and is
updated annually to reflect any changing needs. This plan is a very conservative forecast of the City’'s financial
resources and departmental needs to maintain our existing service levels to the community. The Mayor and Council
and staff will need to continue to closely evaluate the service and staffing levels on an ongoing basis to ensure that
adequate personnel resources and financial resources are available to achieve the desired service levels.

Contacting the City’s Financial Management

This financial report is designed to provide our citizens, taxpayers, investors and creditors with a general overview
of the City’s finances and to show the City’s accountability for the money it receives. If you have questions about this
report or need additional financial information, please contact Mike Bush, Director of Finance and Administrative
Services, City of Fayetteville, 240 Glynn Street South, Fayetteville, Georgia 30214, 770-461-6029, or
mbush@fayetteville-ga.gov.
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CITY OF FAYETTEVILLE, GEORGIA

STATEMENT OF NET POSITION

JULY 31, 2014

ASSETS

Cash and cash equivalents
Investments
Taxes receivable
Accounts receivable, net of allowances
Due from other governments
Internal balances
Inventories
Prepaid expenses
Restricted assets, cash and cash equivalents
Capital assets, nondepreciable
Capital assets, depreciable,
net of accumulated depreciation

Total assets

DEFERRED OUTFLOWS OF RESOURCES
Deferred charge on refunding

Total deferred outflows of resources

LIABILITIES
Accounts payable
Accrued liabilities
Unearned revenues
Liabilities payable from restricted assets
Compensated absences due within one year
Compensated absences due in more than one year
Certificates of participation due within one year
Certificates of participation due in more than one year
Notes payable due within one year
Notes payable due in more than one year
Bonds payable due within one year
Bonds payable due in more than one year

Total liabilities

NET POSITION

Net investment in capital assets
Restricted for:

Debt service

Law enforcement

Cemetery improvements

Veterans memorial

Downtown development

Tourism

Other capital projects
Unrestricted

Total net position

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

Primary Government

Governmental Business-type

Activities Activities Total
$ 3,081,977 $ 667,030 $ 3,749,007
5,084,932 - 5,084,932
581,492 - 581,492
270,382 762,536 1,032,918
38,162 - 38,162
83,040 (83,040) -
29,249 145,390 174,639
143,548 64,755 208,303
57,652 4,040,976 4,098,628
9,028,222 4,013,965 13,042,187
63,835,526 23,567,445 87,402,971
82,234,182 33,179,057 115,413,239
112,685 273,643 386,328
112,685 273,643 386,328
282,400 185,141 467,541
45,366 252,139 297,505
486,146 - 486,146
- 645,000 645,000
195,184 - 195,184
195,184 - 195,184
205,000 - 205,000
2,805,000 - 2,805,000
54,903 - 54,903
670,629 - 670,629
205,000 - 205,000
1,600,000 18,707,528 20,307,528
6,744,812 19,789,808 26,534,620
67,435,901 8,502,525 75,938,426
- 2,723,599 2,723,599
167,625 - 167,625
14,135 - 14,135
5,599 - 5,599
247,220 - 247,220
120,025 - 120,025
1,543,608 - 1,543,608
6,067,942 2,436,768 8,504,710
$ 75,602,055 $ 13,662,892 $ 89,264,947
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CITY OF FAYETTEVILLE, GEORGIA

STATEMENT OF ACTIVITIES
FOR THE FISCAL YEAR ENDED JULY 31, 2014

Program Revenues

Charges for

Operating
Grants and

Capital
Grants and

Functions/Programs Expenses Services Contributions Contributions
Primary government:
Governmental activities:
General government $ 938,311 $ 381,491 $ - 3,118
Judicial 562,483 1,076,456 - -
Public safety 6,556,219 99,443 253,859 162,432
Public works 2,095,224 - 171,172 1,160,329
Culture and recreation 19,877 - - -
Housing and development 1,042,536 731,387 135,272 -
Interest on long-term debt 158,192 - - -
Total governmental activities 11,372,842 2,288,777 560,303 1,325,879
Business-type activities:
Water and sewer 5,867,412 5,164,682 - 297,696
Stormwater 302,784 509,426 - -
Solid waste 655,272 623,294 - -
Total business-type activities 6,825,468 6,297,402 - 297,696
Total primary government $ 18,198,310 $ 8,586,179 $ 560,303 1,623,575

General revenues:

Property taxes

Sales taxes
Franchise taxes
Alcoholic beverage excise taxes
Business and occupation taxes
Insurance premium taxes
Other taxes
Unrestricted investment earnings
Gain on sale of capital assets
Total general revenues
Change in net position
Net position, beginning of year
Net position, end of year

The accompanying notes are an integral part of these financial statements.
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Net (Expenses) Revenues and

Changes in Net Position

Governmental Business-type
Activities Activities Total

$ (553,702) $ - $ (553,702)
513,973 - 513,973
(6,040,485) - (6,040,485)
(763,723) - (763,723)
(19,877) - (19,877)
(175,877) - (175,877)
(158,192) - (158,192)
(7,197,883) - (7,197,883)
- (405,034) (405,034)

- 206,642 206,642
- (31,978) (31,978)
- (230,370) (230,370)

(7,197,883) (230,370) (7,428,253)
3,094,181 - 3,094,181
2,561,460 - 2,561,460
1,321,912 - 1,321,912
349,688 - 349,688
872,431 - 872,431
822,506 - 822,506
420,928 - 420,928

5,893 52 5,945

- 4,762 4,762

9,448,999 4,814 9,453,813
2,251,116 (225,556) 2,025,560
73,350,939 13,888,448 87,239,387

$ 75,602,055 $ 13,662,892 $ 89,264,947
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CITY OF FAYETTEVILLE, GEORGIA

BALANCE SHEET
GOVERNMENTAL FUNDS
JULY 31, 2014

ASSETS

Cash and cash equivalents
Investments

Taxes receivable

Accounts receivable

Due from other governments
Due from other funds
Inventories

Prepaid expenditures
Restricted assets

Total assets

LIABILITIES, DEFERRED INFLOWS OF
RESOURCES, AND FUND BALANCES

LIABILITIES
Accounts payable
Accrued liabilities
Due to other funds
Unearned revenue

Total liabilities
DEFERRED INFLOWS OF RESOURCES
Unavailable revenue - property taxes

Total deferred inflows of resources

Other Totals
General SPLOST Governmental Governmental
Fund Fund Funds Funds
$ 1,045,231 19,485 $ 2,017,261 $ 3,081,977
5,084,932 - - 5,084,932
540,123 - 41,369 581,492
247,917 - 22,465 270,382
15,534 22,628 - 38,162
434,738 - 199,381 634,119
13,003 - 16,246 29,249
121,851 - 21,697 143,548
- - 57,652 57,652
$ 7,503,329 42,113 $ 2,376,071 $ 9,921,513
$ 156,679 80,535 $ 45,186 $ 282,400
17,411 - 81 17,492
252,074 - 299,005 551,079
- - 40,335 40,335
426,164 80,535 384,607 891,306
543,691 - - 543,691
543,691 - - 543,691
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CITY OF FAYETTEVILLE, GEORGIA

BALANCE SHEET
GOVERNMENTAL FUNDS
JULY 31, 2014

Other Totals
General SPLOST Governmental Governmental
Fund Fund Funds Funds
FUND BALANCES (DEFICIT)
Fund balances:
Nonspendable $ 134,854 % - % 37,843 % 172,697
Restricted - - 2,098,212 2,098,212
Assigned 2,061,010 - - 2,061,010
Unassigned 4,337,610 (38,422) (144,591) 4,154,597
Total fund balances (deficit) 6,533,474 (38,422) 1,991,464 8,486,516
Total liabilities, deferred inflows
of resources, and fund balances $ 7503329 $ 42,113  $ 2,376,071
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. $ 72,863,748
Other long-term assets are not available to pay for current-period
expenditures and therefore, are deferred in the funds. 97,880
Long-term liabilities are not due and payable in the current period and
therefore, are not reported in the funds. (5,846,089)
Net position of governmental activities $ 75,602,055

The accompanying notes are an integral part of these financial statements.
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CITY OF FAYETTEVILLE, GEORGIA

STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCES
GOVERNMENTAL FUNDS
FOR THE FISCAL YEAR ENDED JULY 31, 2014

Nonmajor Total
General SPLOST Governmental Governmental
Fund Fund Funds Funds
Revenues
Taxes $ 8,702,010 $ - $ 737,375 $ 9,439,385
Licenses and permits 321,693 - - 321,693
Intergovernmental 72,532 1,160,329 305,071 1,537,932
Fines and forfeitures 1,022,454 - 50,400 1,072,854
Charges for services 115,325 - 197,167 312,492
Impact fees - - 526,850 526,850
Contributions 38,688 - 268,764 307,452
Interest income 5,893 - - 5,893
Rental income - - 31,710 31,710
Other revenues 54,888 - 9,088 63,976
Total revenues 10,333,483 1,160,329 2,126,425 13,620,237
Expenditures
Current:
General government 900,303 - - 900,303
Judicial 563,783 - - 563,783
Public safety 5,789,922 - 12,656 5,802,578
Public works 914,808 - - 914,808
Culture and recreation - - 19,877 19,877
Housing and development 399,799 - 730,870 1,130,669
Capital outlay:
General government - 12 - 12
Public safety - - 657,439 657,439
Public works - 2,027,264 174,435 2,201,699
Debt service:
Principal - - 232,102 232,102
Interest - - 144,888 144,888
Total expenditures 8,568,615 2,027,276 1,972,267 12,568,158
Excess (deficiency) of
revenues over (under)
expenditures 1,764,868 (866,947) 154,158 1,052,079

(Continued)
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CITY OF FAYETTEVILLE, GEORGIA

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

FOR THE FISCAL YEAR ENDED JULY 31, 2014

Nonmajor Total
General SPLOST Governmental Governmental
Fund Fund Funds Funds
Other financing sources (uses):
Issuance of debt - % $ 143,200 $ 143,200
Proceeds from sale of assets 14,615 - - 14,615
Transfers in 66,760 119,248 621,121 807,129
Transfers out (163,600) (40,997) (602,532) (807,129)
Total other financing
sources (uses) (82,225) 78,251 161,789 157,815
Net change in fund balances 1,682,643 (788,696) 315,947 1,209,894
Fund balances, beginning of year 4,850,831 750,274 1,675,517 7,276,622
Fund balances (deficit), end of year 6,533,474 $ (38,422) $ 1,991,464 $ 8,486,516

The accompanying notes are an integral part of these financial statements.
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CITY OF FAYETTEVILLE, GEORGIA

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

TO THE STATEMENT OF ACTIVITIES
FOR THE FISCAL YEAR ENDED JULY 31, 2014

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

Net change in fund balances - total governmental funds

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 and reported as depreciation expense.
This is the amount by which capital outlay exceeded depreciation expense in the current period.

Revenues in the statement of activities that do not provide current financial resources are not reported as
revenues in the funds.

The 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. Neither transaction, however, has any effect on net position. Also, governmental funds report the
effect of premiums, discounts, and similar items when debt is first issued, whereas these amounts are
deferred and amortized in the statement of activities. This amount is the net effect of these differences in
the treatment of long-term debt and related items.

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.

Changes in net position - governmental activities

The accompanying notes are an integral part of these financial statements.
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CITY OF FAYETTEVILLE, GEORGIA
GENERAL FUND

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES -
BUDGET AND ACTUAL
FOR THE FISCAL YEAR ENDED JULY 31, 2014

Budget Variance With
Original Final Actual Final Budget
Revenues:
Property taxes $ 2,074,893 $ 2,224,893 $ 2,577,781 $ 352,888
Sales taxes 2,663,238 2,663,238 2,561,460 (101,778)
Other taxes 3,385,179 3,474,675 3,562,769 88,094
Licenses and permits 320,384 320,384 321,693 1,309
Intergovernmental 66,000 66,000 72,532 6,532
Fines and forfeitures 1,075,000 900,000 1,022,454 122,454
Charges for services 58,050 76,150 115,325 39,175
Contributions 5,500 5,500 38,688 33,188
Interest income 7,211 7,211 5,893 (1,318)
Other revenues 40,718 40,718 54,888 14,170
Total revenues 9,696,173 9,778,769 10,333,483 554,714
Expenditures:
Current:
General government:
Mayor and council 130,539 130,539 115,546 14,993
Clerk of council 35,805 35,805 29,102 6,703
City manager 70,531 70,531 64,881 5,650
Elections 7,314 - - -
Financial administration 392,797 377,797 343,341 34,456
Law 102,750 102,750 68,027 34,723
Data processing 86,075 101,290 110,863 (9,573)
Human resources 52,260 60,385 48,255 12,130
Building and plant 105,704 120,704 120,288 416
Total general government 983,775 999,801 900,303 99,498
Judicial:
Municipal court 703,300 703,300 563,783 139,517
Public safety:
Police administration 392,135 392,135 266,370 125,765
Investigations 882,702 882,702 656,294 226,408
Patrol 2,076,543 2,076,543 2,253,657 (177,114)
Police stations and buildings 87,576 87,576 90,163 (2,587)
Support services 419,968 419,968 297,180 122,788
Fire administration 253,808 253,808 279,674 (25,866)
Fire fighting 1,924,647 1,924,647 1,723,650 200,997
Fire prevention 182,378 182,378 147,821 34,557
Fire station 91 and headquarters 51,471 51,471 54,721 (3,250)
Fire station 92 22,331 22,331 20,392 1,939
E911 117,649 117,649 - 117,649
Total public safety 6,411,208 6,411,208 5,789,922 621,286

(Continued)
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CITY OF FAYETTEVILLE, GEORGIA
GENERAL FUND

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES -
BUDGET AND ACTUAL
FOR THE FISCAL YEAR ENDED JULY 31, 2014

Budget Variance With
Original Final Actual Final Budget
Public works:
Public works administration $ 104,380 % 104,380 % 93,308 % 11,072
Highways and streets 798,433 846,533 821,500 25,033
Total public works 902,813 950,913 914,808 36,105
Housing and development:
Inspection 218,172 192,429 187,513 4,916
Planning and zoning 175,871 162,626 204,026 (41,400)
Engineering and development 1,040 6,040 8,260 (2,220)
Total housing and development 395,083 361,095 399,799 (38,704)
Total expenditures 9,396,179 9,426,317 8,568,615 857,702
Excess of revenues

over expenditures 299,994 352,452 1,764,868 1,412,416

Other financing sources (uses):
Proceeds from sale of assets 12,001 10,001 14,615 4,614
Transfers in 3,685 24,738 66,760 42,022
Transfers out (315,680) (328,862) (163,600) 165,262
Total other financing sources (uses) (299,994) (294,123) (82,225) 211,898
Net change in fund balances - 58,329 1,682,643 1,624,314
Fund balances, beginning of year 4,850,831 4,850,831 4,850,831 -
Fund balances, end of year $ 4,850,831 $ 4,909,160 $ 6,533,474 $ 1,624,314

The accompanying notes are an integral part of these financial statements.
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CITY OF FAYETTEVILLE, GEORGIA

STATEMENT OF NET POSITION
PROPRIETARY FUNDS
JULY 31, 2014

ASSETS

CURRENT ASSETS
Cash and cash equivalents
Accounts receivable, net of allowances
Due from other funds
Inventories
Prepaid expenses
Restricted assets, cash and cash equivalents

Total current assets

NONCURRENT ASSETS

Capital assets:
Capital assets, non-depreciable
Capital assets, depreciable, net of
accumulated depreciation

Total capital assets
Total noncurrent assets
Total assets
DEFERRED OUTFLOWS OF RESOURCES
Deferred charge on refunding
Total deferred outflows of resources
LIABILITIES

CURRENT LIABILITIES
Accounts payable
Accrued liabilities
Due to other funds
Current portion of revenue bonds payable
from restricted assets
Accrued interest

Total current liabilities

NONCURRENT LIABILITIES
Revenue bonds payable, net of current portion
Total noncurrent liabilities

Total liabilities

(Continued)

Major Nonmajor
Enterprise Fund Enterprise Fund
Water and Solid Waste
Sewer Fund Fund Totals

$ 666,206 $ 824 667,030
762,536 - 762,536
136,540 52,253 188,793
145,390 - 145,390
64,755 - 64,755
4,040,976 - 4,040,976
5,816,403 53,077 5,869,480
4,013,965 - 4,013,965
23,567,445 - 23,567,445
27,581,410 - 27,581,410
27,581,410 - 27,581,410
33,397,813 53,077 33,450,890
273,643 - 273,643
273,643 - 273,643
130,356 54,785 185,141
83,934 - 83,934
232,430 39,403 271,833
645,000 - 645,000
168,205 - 168,205
1,259,925 94,188 1,354,113
18,707,528 - 18,707,528
18,707,528 - 18,707,528
19,967,453 94,188 20,061,641
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CITY OF FAYETTEVILLE, GEORGIA

STATEMENT OF NET POSITION

PROPRIETARY FUNDS
JULY 31, 2014

Major Nonmajor
Enterprise Fund Enterprise Fund
Water and Solid Waste
Sewer Fund Fund Totals
NET POSITION
Net investment in capital assets $ 8,502,525 $ - $ 8,502,525
Restricted for debt service 2,723,599 - 2,723,599
Unrestricted 2,477,879 (41,111) 2,436,768
Total net position (deficit) $ 13,704,003 $ (41,111) $ 13,662,892

The accompanying notes are an integral part of these financial statements.
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CITY OF FAYETTEVILLE, GEORGIA

STATEMENT OF REVENUES, EXPENSES AND

CHANGES IN FUND NET POSITION
PROPRIETARY FUNDS

FOR THE FISCAL YEAR ENDED JULY 31, 2014

Major Nonmajor
Enterprise Fund Enterprise Fund
Water and Solid Waste
Sewer Fund Fund Totals
OPERATING REVENUES
Charges for services:
Water sales pledged as security for revenue bonds $ 2,507,315 $ - $ 2,507,315
Sewer sales pledged as security for revenue bonds 2,651,383 - 2,651,383
Stormwater sales pledged as security for revenue bonds 509,426 - 509,426
Sanitation charges - 623,294 623,294
Other fees and charges 5,984 - 5,984
Total operating revenues 5,674,108 623,294 6,297,402
OPERATING EXPENSES
Personal services and employee benefits 1,532,281 - 1,532,281
Contracted services 745,366 655,272 1,400,638
Supplies 1,482,838 - 1,482,838
Depreciation 1,427,590 - 1,427,590
Total operating expenses 5,188,075 655,272 5,843,347
Operating income (loss) 486,033 (31,978) 454,055
NONOPERATING INCOME (EXPENSES)
Gain on disposal of assets 4,762 - 4,762
Interest income 52 - 52
Interest expense (982,121) - (982,121)
Total nonoperating income (expenses) (977,307) - (977,307)
Loss before contributions (491,274) (31,978) (523,252)
CAPITAL CONTRIBUTIONS 297,696 - 297,696
Change in net position (193,578) (31,978) (225,556)
NET POSITION, beginning of year 13,897,581 (9,133) 13,888,448
NET POSITION, end of year $ 13,704,003 $ (41,111) $ 13,662,892

The accompanying notes are an integral part of these financial statements.
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CITY OF FAYETTEVILLE, GEORGIA

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

Major Nonmajor
Enterprise Fund Enterprise Fund
Water and Solid Waste
Sewer Fund Fund Totals
CASH FLOWS FROM OPERATING ACTIVITIES
Receipts from customers $ 5,558,846 $ 622,146 $ 6,180,992
Payments to suppliers and service providers (2,185,955) (630,149) (2,816,104)
Payments to employees (1,453,155) - (1,453,155)
Net cash provided by (used in) by operating activities 1,919,736 (8,003) 1,911,733
CASH FLOWS FROM CAPITAL AND
RELATED FINANCING ACTIVITIES
Purchase of property and equipment (1,969,893) - (1,969,893)
Proceeds from sale of property and equipment 4,762 - 4,762
Proceeds from bonds 9,385,000 - 9,385,000
Principal paid on bonds (8,390,000) - (8,390,000)
Interest paid (918,052) - (918,052)
Capital contributions 297,696 - 297,696
Net cash used in capital and related
financing activities (1,590,487) - (1,590,487)
CASH FLOWS FROM INVESTING ACTIVITIES
Interest on investments 52 - 52
Net cash provided by investing activities 52 - 52
Increase (decrease) in cash and cash equivalents 329,301 (8,003) 321,298
Cash and cash equivalents:
Beginning of year (including $3,482,479) in restricted
cash in the Water and Sewer Fund) 4,377,881 8,827 4,386,708
End of year (including $4,040,976 in restricted cash
in the Water and Sewer Fund) $ 4,707,182 $ 824 $ 4,708,006
Classified as:
Cash and cash equivalents $ 666,206 $ 824 $ 667,030
Restricted assets, cash and cash equivalents 4,040,976 - 4,040,976
$ 4,707,182 $ 824 $ 4,708,006

(Continued)

25



CITY OF FAYETTEVILLE, GEORGIA

STATEMENT OF CASH FLOWS

PROPRIETARY FUNDS
FOR THE FISCAL YEAR ENDED JULY 31, 2014

Reconciliation of operating income (loss) to net
cash provided by (used in) operating activities:

Operating income (loss)

Adjustments to reconcile operating income (loss)
to net cash provided by (used in) operating activities:
Depreciation
Increase in accounts receivable
Increase in inventories
Increase in due from other funds
Decrease in prepaid expenses
Increase in accrued liabilities
Increase in accounts payable
Increase in due to other funds

Net cash provided by (used in) operating activities

Major Nonmajor
Enterprise Fund Enterprise Fund
Water and Solid Waste
Sewer Fund Fund Totals
$ 486,033 $ (31,978) $ 454,055
1,427,590 - 1,427,590
(115,262) - (115,262)
(629) - (629)
(65,803) (1,148) (66,951)
78,067 - 78,067
20,918 - 20,918
30,614 1,623 32,237
58,208 23,500 81,708
$ 1,919,736 $ (8,003) $ 1,911,733

The accompanying notes are an integral part of these financial statements.
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CITY OF FAYETTEVILLE, GEORGIA

NOTES TO FINANCIAL STATEMENTS
JULY 31, 2014

NOTE 1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

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

Reporting Entity

The City operates under a Council/Manager form of government. As required by accounting
principles generally accepted in the United States of America, the financial statements of the
reporting entity include those of the City of Fayetteville, Georgia (the primary government) and its
component units. The component units discussed below are included in the City's reporting entity
because of the significance of their operational or financial relationship with the City. In conformity
with accounting principles generally accepted in the United States of America, as set forth in
Governmental Accounting Standards Board (GASB) Statement No. 14, and as amended by
Statements No. 34 and 61, the financial statements of the component units are blended in the
government-wide financial statements.

The City of Fayetteville Downtown Development Authority (the Downtown Development Authority)
was organized to develop and promote commerce, industry and general welfare within the City.
The City appoints the Downtown Development Authority’s board members, provides the majority of
funding for the Downtown Development Authority’s operating budget, and has contractually
obligated itself to use its taxing powers to guarantee repayment of principal and interest on certain
revenue bonds issued by the Downtown Development Authority. The Downtown Development
Authority is reviewed and audited along with the primary government financial statements in
accordance with the GASB statements noted above, however, separate financial statements are not
prepared.

The Fayetteville Main Street Tourism Association, Inc. (the Main Street Tourism Association) was
organized to serve the needs and interests of tourism within the City of Fayetteville, and in
particular, tourism within the Main Street District of Fayetteville. The City appoints the Main Street
Tourism Association's board members and has operational responsibility for the Main Street
Tourism Association. The Main Street Tourism Association is reviewed and audited along with the
primary government financial statements in accordance with the GASB statements noted above,
however, separate financial statements are not prepared.
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NOTES TO FINANCIAL STATEMENTS

NOTE 1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Government-wide and Fund Financial Statements

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

The statement of activities demonstrates the degree to which the direct expenses of a given
function or segment are offset by program revenues. Direct expenses are those that are clearly
identifiable with a specific function or segment. Program revenues include 1) charges to those who
purchase, use, or directly benefit from goods, services, or privileges provided by a given function or
segment and 2) grants and contributions that are restricted to meeting the operational or capital
requirements of a particular function or segment. Taxes and other items not properly included
among program revenues are reported instead as general revenues.

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

Measurement Focus, Basis of Accounting and Basis of Presentation

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 the related cash flows. Property taxes are recognized as
revenues in the year for which they are levied. Grants and similar items are recognized as revenue
as soon as all eligibility requirements imposed by the provider have been met.

Governmental fund financial statements are reported using the current financial resources
measurement 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. For this purpose, the City considers revenues to be
available if they are collected within 60 days of the end of the current fiscal period. Expenditures
generally are recorded when a liability is incurred, as under accrual accounting. However, debt
service expenditures, as well as expenditures related to compensated absences and claims and
judgments, are recorded only when payment is due.
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NOTES TO FINANCIAL STATEMENTS

NOTE 1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Measurement Focus, Basis of Accounting and Basis of Presentation
(Continued)

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

The City reports the following major governmental funds:

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

The Special Purpose Local Option Sales (SPLOST) Fund accounts for expenditures relating to
the renovation of existing City buildings, recreation projects and construction of roads. Funding is
provided by special purpose sales taxes, which are collected by Fayette County and remitted to the
City through an intergovernmental agreement.

The City reports the following major proprietary fund:

The Water and Sewer Fund accounts for the operation of the water and sewerage system
including all revenues from sources applicable to these operations and all expenses of the
operation.

As a general rule, the effect of interfund activity has been eliminated from the government-wide
financial statements. Exceptions to this general rule are charges between the City’s water and
sewer function and the other functions of the government. Elimination of these charges would
distort the direct costs reported for the various functions concerned.
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NOTES TO FINANCIAL STATEMENTS

NOTE 1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Measurement Focus, Basis of Accounting and Basis of Presentation
(Continued)

Proprietary funds distinguish operating revenues and expenses from nonoperating items.
Operating revenues and expenses generally result from providing services and producing and
delivering goods in connection with a proprietary fund’s principal ongoing operations. The principal
operating revenues of the enterprise funds are charges for goods and services provided. Operating
expenses of the enterprise funds include the cost of these goods and services, administrative
expenses, and depreciation on capital assets. 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, it is the City’s policy to use
restricted resources first, then unrestricted resources as they are needed.

Cash and Deposits

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

State statutes authorize the City to invest in: obligations of the United States, the State of Georgia
and other political subdivisions of the State of Georgia, and other states; prime bankers’
acceptances; repurchase agreements; and the Georgia local government investment pool (Georgia
Fund 1). Georgia Fund 1, created by OCGA 36-83-8, is a stable net asset value investment pool
which follows Standard & Poor’s criteria for AAAf rated money market funds. However, Georgia
Fund 1 operates in a manner consistent with Rule 2a-7 of the Investment Company Act of 1940 and
is considered to be a 2a-7 like pool. The pool is not registered with the SEC as an investment
company. The pool's primary objectives are safety of capital, investment income, liquidity and
diversification while maintaining principal ($1 per share value). Net asset value is calculated weekly
to ensure stability. The pool distributes earnings (net of management fees) on a monthly basis and
determines participants’ shares sold and redeemed based on a $1 per share. The fair value of the
City’s position in the pool is the same as the value of pool shares ($1 per share value). The
regulatory oversight agency for Georgia Fund 1 is the Office of the Treasurer of the State of
Georgia.

Receivables and Payables

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

NOTE 1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Inventories

Inventories are valued at cost, which approximates market, using the first in, first out (FIFO)
method. The consumption method is used to account for inventories. Under the consumption
method, inventory items are recognized as expenditures when used.

Prepaid Expenditures/Expenses

Prepaid items are accounted for using the consumption method. A prepaid item is recognized when
a cash expenditure/expense is made for goods or services that were purchased for consumption,
but not consumed as of July 31.

Restricted Assets

Certain proceeds of enterprise fund revenue bonds, as well as certain resources set aside for their
repayment, are classified as restricted assets on the balance sheet because their use is limited by
applicable bond covenants.

Capital Assets

Capital assets, which include property, plant, equipment, and infrastructure assets, are reported in
the applicable governmental or business-type activities column in the government-wide financial
statements. Capital assets are defined by the City as assets with an initial, individual cost of more
than $5,000 and an estimated useful life in excess of two years. Such assets are recorded at
historical cost or estimated historical cost if purchased or constructed. Donated capital assets are
recorded at estimated fair market value at the date of donation. The City has retroactively reported
major general infrastructure assets. In this case, the City chose to include all items regardless of
their acquisition date. The City was able to estimate the historical cost for the initial reporting of
these assets through back trending.

The costs of normal maintenance and repairs that do not add to the value of the assets or materially
extend assets’ lives are not capitalized.

Property, plant and equipment of the primary government, as well as the component units, are
depreciated using the straight line method over the following useful lives:

Asset __Years
Land improvements 3-50
Buildings 3-40
Public domain infrastructure 3-100
System infrastructure 3-40
Equipment 3-30
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NOTES TO FINANCIAL STATEMENTS

NOTE 1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Compensated Absences

It is the City’s policy to permit employees to accumulate earned but unused vacation and sick pay
benefits. There is no liability for unpaid accumulated sick leave since the City does not have a
policy to pay any amount when employees separate from service with the City. All vacation pay is
accrued when incurred in the government-wide and proprietary fund financial statements. A liability
for these amounts is reported in governmental funds only if they have matured, for example, as a
result of employee resignations or retirements.

Long-Term Obligations

In the government-wide financial statements, and proprietary fund types in the fund financial
statements, long-term debt and other long-term obligations are reported as liabilities in the
applicable governmental activities, business-type activities, or proprietary fund type statement of net
position. Bond premiums and discounts are deferred and amortized over the life of the bond using
the straight-line method, which approximates the effective interest method. The gain/loss on
defeasance of bonds is presented as an increase/decrease to the face amount of bonds payable
and is being amortized over the life of the bonds through interest expense. Bond issuance costs
are expensed in the period incurred.

In the fund financial statements, governmental fund types report the face amount of debt issued as
other financing sources. Bond issuance costs, whether or not withheld from proceeds, are reported
as expenditures when incurred.

Deferred Outflows / Inflows of Resources

GASB Statements No. 63, Financial Reporting of Deferred Outflows of Resources, Deferred Inflows
of Resources, and Net Position and No. 65, ltems Previously Reported as Assets and Liabilities,
established accounting and financial reporting for deferred outflows / inflows of resources and the
concept of net position as the residual of all other elements presented in a statement of net position.

In addition to assets, the statement of net 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 only one
item that qualifies for reporting in this category. It is the deferred charge on refunding reported in
the government-wide and proprietary fund statements of net position. A deferred charge on
refunding results from the difference in the carrying value of refunded debt and its reacquisition
price. This amount is deferred and amortized over the shorter of the life of the refunded debt or the
refunding debt.
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NOTE 1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Deferred Outflows / Inflows of Resources (Continued)

In addition to liabilities, the statement of net position will sometimes report a separate section for
deferred inflows of resources. This separate financial statement element, deferred inflows of
resources, represents an acquisition of fund balance that applies to future period(s) and so will not
be recognized as an inflow of resources (revenue) until that time. The City has one type of item,
which arises only under a modified accrual basis of accounting that qualifies for reporting in this
category. Accordingly, the item, unavailable revenue, is reported only in the governmental funds
balance sheet. The governmental funds report unavailable revenues from property taxes and these
amounts are deferred and will be recognized as an inflow of resources in the period in which the
amounts become available.

Fund Equity

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

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

eNonspendable — Fund balances are reported as nonspendable when amounts cannot be
spent because they are either (a) not in spendable form (i.e., items that are not expected to be
converted to cash) or (b) legally or contractually required to be maintained intact.

eRestricted — 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.

eCommitted — 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.

eAssigned — 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
resolution, the City Council has authorized the City Manager or the City’s finance director to
assign fund balances.
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NOTE 1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Fund Equity (Continued)

eUnassigned — 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.

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

eCommitted
eAssigned
eUnassigned

Net Position — Net position represents the difference between assets and liabilities in reporting
which utilizes the economic resources measurement focus. The net investment in capital assets,
consists of capital assets, net of accumulated depreciation, reduced by the outstanding balances of
any borrowing used (i.e., the amount that the City has spent) for the acquisition, construction or
improvement of those assets. Net position is reported as restricted using the same definition as
used for restricted fund balance as described in the section above. All other net position is reported
as unrestricted.

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

Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting principles
requires management to make estimates and assumptions that affect the reported amounts of
assets and liabilities, the disclosure of contingent assets and liabilities at the date of the financial
statements, and the reported amounts of revenues and expenses during the reporting period.
Actual results could differ from those estimates.
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NOTE 2.

RECONCILIATION OF GOVERNMENT-WIDE FINANCIAL STATEMENTS AND
FUND FINANCIAL STATEMENTS

Explanation of Certain Differences between the Governmental Fund Balance Sheet and the
Government-wide Statement of Net Position

The governmental fund balance sheet includes a reconciliation between fund balance — total
governmental funds and net position — governmental activities as reported in the government-wide
statement of net position. One element of that reconciliation explains that “Long-term liabilities are
not due and payable in the current period and therefore are not reported in the funds.” The details
of this $5,846,089 difference are as follows:

Accrued interest payable $ (27,874)
Compensated absences payable (390,368)
Notes payable (725,532)
Revenue bonds (1,805,000)
Certificates of participation (3,010,000)
Deferred refunding loss 112,685

Net adjustment to reduce fund balance - total governmental funds
to arrive at net position - governmental activities $ (5,846,089)

Explanation of Certain Differences between the Governm