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INDEPENDENT AUDITORS' REPORT

To the Mayor and City Council
City of Fort Oglethorpe, Georgia:

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the
business-type activities, the aggregate discretely presented component units, each major fund, and the
aggregate remaining fund information of the City of Fort Oglethorpe, Georgia, as of and for the year
ended December 31, 2015, and the related notes to the financial statements, which collectively comprise
the City’s basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

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

Auditors’ 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 of 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 auditors' 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.
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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 in the first paragraph present fairly, in all
material respects, the respective financial position of the governmental activities, the business-type
activities, the aggregate discretely presented component units, each major fund, and the aggregate
remaining fund information for the City of Fort Oglethorpe, Georgia, as of December 31, 2015, and the
respective changes in financial position and, where applicable, cash flows thereof for the year then ended
in accordance with accounting principles generally accepted in the United States of America.

Emphasis of Matter

As described in Note 7 to the financial statements, in 2015, the County adopted new accounting
guidance, GASB Statement No. 68, Accounting and Financial Reporting of Pensions - an amendment of
GASB Statement No. 27 and GASB Statement No. 71, Pension Transition for Contributions Made
Subsequent to the Measurement Date - an amendment of GASB Statement No. 68. Our opinion is not
modified with respect to this matter.

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 vii — xv, the general fund schedule of revenues,
expenditures and changes in fund balances - budget and actual on pages 43 - 45 and the schedules related
to pension information on pages 46- 48 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 Fort Oglethorpe, Georgia’s basic financial statements. The combining
nonmajor fund financial statements, financial schedules, and statistical section are presented for purposes
of additional analysis and are not a required part of the basic financial statements.



The combining nonmajor fund financial statements and the schedule of expenditures of federal
awards 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 nonmajor fund financial
statements and the schedule of expenditures of federal awards are fairly stated in all material respects in
relation to the basic financial statements taken as a whole.

The financial schedules and statistical section 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 June 3,
2016, on our consideration of the City of Fort Oglethorpe, 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 Fort
Oglethorpe, Georgia's internal control over financial reporting and compliance.
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City of Fort Oglethorpe, Georgia
Management’s Discussion and Analysis
For the Year Ended December 31, 2015

Management’s discussion and analysis provides an objective and easily readable
analysis of the City’s financial activities. The analysis provides summary financial
information for the City of Fort Oglethorpe and should be read in conjunction with the
City’s financial statements.

OVERVIEW OF THE FINANCIAL STATEMENTS

The City’s basic financial statements consist of three components. The Statement of
Net Position and the Statement of Activities (government-wide financial statements), on
page 1 and 2, provide information about the activities of the City as a whole and
present a longer-term view of the City’s finances. Fund financial statements start on
page 3. For governmental activities, these statements tell how activities were financed
in the short term as well as what remains for future spending. Fund financial
statements also report the City’s operations in more detail than the government-wide
statements by providing information about the City’s most significant funds.

The financial statements also include notes which explain some of the information in the
Government-wide and Fund financial statements, and which provide additional detail
concerning the financial activities of the City. The information contained in these notes
is essential to a full understanding of the Government-wide and Fund financial
statements. The notes to the basic financial statements begin on page 14 of this report.

REPORTING THE CITY AS A WHOLE
The Statement of Net Position and the Statement of Activities

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

These two statements report the City’s net position and changes in them. You can think
of the City’s net position, the difference between assets and liabilities, as one way to
measure the City’s financial health, or financial position. Over time, increases or
decreases in the City’s net position are one indicator of whether its financial health is
improving or deteriorating. You will need to consider other nonfinancial factors,
however, such as changes in the City’s property tax base and the condition of the City’s
infrastructure, to assess the overall health of the City.
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In the Statement of Net Position and the Statement of Activities, we divide the City into
two kinds of activities:

e Governmental activities - Most of the City’s basic services are reported
here, including public safety, public works, recreation and general
administration. Property taxes, license & permits, local option sales tax,
business taxes and franchise fees finance most of these activities.

e Business-type activities - The City charges a fee to customers to help it
cover the cost of certain services it provides. The City’s water and
sewer activities are reported here.

To aid in the understanding of the Statement of Activities some additional explanation is
given. Of particular interest is the format that is significantly different than a typical
Statement of Revenues, Expenses, and Changes in Fund Balance. You will notice that
expenses are listed in the first column with revenues from that particular program
reported to the right. The result is a Net (Expense) / Revenue. The reason for this kind of
format is to highlight the relative financial burden of each of the functions on the City’s
taxpayers. It also identifies how much each function draws from the general revenues or
if it is self-financing through fees and grants. Some of the individual line item revenues
reported for each function are:

General government Charges for bad checks, charges for copies

Public safety Fines and forfeitures

Housing and development  Building, plumbing and electrical permits

Culture and recreation Pool admissions and pavilion fees

Grants and Contributions Predominantly grants from other governments for
specific projects, also including proceeds from

Special Local Option Sales Taxes, which are
restricted for specific capital related activities

Other governmental revenues are reported as general. It is important to note that all
taxes, with the exception of the Special Local Option Sales Taxes referred to above, are
classified as general revenue even if restricted for a specific purpose.
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Reporting the City’s Most Significant Funds

Fund Financial Statements

Our analysis of the City’s major funds begins on page xii. The fund financial statements
begin on page 3 and provide detailed information about the most significant funds — not
the City as a whole. Individual funds are established to track revenues that are restricted
to certain uses, comply with legal requirements, or account for the use of state and federal
grants. The City’s two kinds of funds, governmental and proprietary, use different
accounting approaches.

Governmental funds — Most of the City’s basic services are reported in
governmental funds, which focus on how money flows into and out of
those funds and the balances left at year-end that are available for
spending. These funds are reported using an accounting method called
modified 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
government operations and the basic services it provides. Governmental
fund information helps you determine whether there are more or fewer
financial resources that can be spent in the near future to finance the City’s
programs.  We describe the relationship (or differences) between
governmental activities (reported in the Statement of Net Position and the
Statement of Activities) and governmental funds in reconciliations
following the fund financial statements.

Proprietary funds — When the City charges customers for the services it
provides, these services are generally reported in proprietary funds.
Proprietary funds are reported in the same way that all activities are
reported in the Statement of Net Position and the Statement of Activities.
In fact, the City’s enterprise fund is the same as the business-type
activities we report in the governmental-wide statements but provide more
detail and additional information, such as cash flows.



FINANCIAL HIGHLIGHTS

For the years ended December 31, 2015 and 2014, a summary of net position of the
primary government is as follows:

Governmental Business-type
Activities Activities Total
2015 2014 2015 2014 2015 2014
Current and other assets 11,255,250 $ 10,709,458 $ 8,783,196 $ 10,630,213 $ 20,038,446 $ 21,339,671
Capital Assets 10,161,224 10,112,811 20,818,224 18,165,518 30,979,448 28,278,329
Total Assets 21,416,474 20,822,269 29,601,420 28,795,731 51,017,894 49,618,000
Bond issue costs - - 612,970 639,914 612,970 639,914
Pension related items 230,276 - 66,969 297,245 -
Deferred loss on debt refunding - - 894,373 933,686 894,373 933,686
Total deferred outflows of resources 230,276 - 1,574,312 1,573,600 1,804,588 1,573,600
Current liabilities 503,797 612,967 1,191,435 928,133 1,695,232 1,541,100
Long-term liabilities 1,412,074 345,382 14,278,790 14,408,689 15,690,864 14,754,071
Total liabilities 1,915,871 958,349 15,470,225 15,336,822 17,386,096 16,295,171
Deferred inflows of resources:
Pension related items 149,996 - 43,622 - 193,618 -

Net position:
Net investment in

capital assets 9,815,641 9,629,704 6,410,954 3,281,829 16,226,595 12,911,533
Restricted 156,338 165,336 223,442 222,548 379,780 387,884
Unrestricted 9,608,904 10,068,680 9,027,489 11,528,132 18,636,393 21,596,812
Total net position 19,580,883 $ 19,863,720 $ 15,661,885 § 15,032,509 $ 35,242,768 $ 34,896,229




The following table provides a summary of the primary government’s operations and
changes in net position for the year ended December 31, 2015 with comparative totals
for the year ended December 31, 2014.

Governmental Business-type
Activities Activities Total
2015 2014 2015 2014 2015 2014
Revenues
Program revenues
Charges for services $ 1,099,865 $ 1,225382 $ 4,638,370 $ 4,338,236 $ 5,738,235 $ 5,563,618
Operating Grants 65,929 70,607 - - 65,929 70,607
Capital Grants 725,176 1,137,997 - - 725,176 1,137,997
General revenues
Taxes 6,535,914 6,104,714 - - 6,535,914 6,104,714
Investment earnings 26,031 16,067 10,658 8,372 36,689 24,439
Other 215,175 262,663 141,992 100,935 357,167 363,598
Total revenues 8,668,090 8,817,430 4,791,020 4447543 13,459,110 13,264,973
Expenses
Judicial 437,594 462,635 - - 437,594 462,635
General government 1,229,252 1,409,157 - - 1,229,252 1,409,157
Public safety 3,381,550 3,610,952 - - 3,381,550 3,610,952
Public works 1,625,649 1,552,428 - - 1,625,649 1,552,428
Housing and development 58,126 42,180 - - 58,126 42,180
Public welfare 31,844 29,188 - - 31,844 29,188
General operating expenses - - 3,888,492 4,134,770 3,888,492 4,134,770
Culture and recreation 433,209 460,202 - - 433,209 460,202
Interest 17,319 12,987 414,836 243,701 432,155 256,688
Total expenses 7,214,543 7,579,729 4,303,328 4,378,471 11,517,871 11,958,200
Excess (deficiency) of 1,453,547 1,237,701 487,692 69,072 1,941,239 1,306,773
revenues OVer expenses
Transfers (500,970) (825,866) 500,970 825,866 - -
Change in net position 952,577 411,835 988,662 894,938 1,941,239 1,306,773
Net position Jan. 1 19,863,720 19,451,885 15,032,509 14,137,571 34,896,229 33,589,456
Prior period adjustment (1,235,414) - (359,286) (1,594,700) -
Net position Jan.1 restated 18,628,306 19,451,885 14,673,223 14,137,571 33,301,529 33,589,456
Net position Dec. 31 $ 19,580,883 $ 19,863,720 $ 15,661,885 $ 15,032,509 $ 35,242,768 $ 34,896,229

Net position may serve over time as a useful indicator of a government’s financial
position. In the case of the City of Fort Oglethorpe, assets and deferred outflow of
resources exceeded liabilities by $ 35.2 million as of December 31, 2015.

Approximately 46% of the City’s net position reflects its investment in capital assets
(e.g., land, building, equipment, improvements, construction in progress and
infrastructure), less any debt used to acquire those assets that are still outstanding. The
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city uses these capital assets to provide services to citizens; consequently these assets are
not available for future spending.

Governmental Activities

Governmental activities decreased the City’s net position by $282,837. A decrease in the
number of tickets issued resulted in a reduction of municipal court fines collected. Also,
there was a decrease in licenses and permits.

Business-type Activities

Business-type activities increased the City’s net position by $629,376. SPLOST
proceeds totaling $500,970 were used to purchase equipment for the water and sewer
fund, as well as to pay principal and interest payments on the 2014 revenue bonds whose
proceeds are being used for improving and constructing new infrastructure. General
operating expenses decreased by $89,459.

FUND FINANCIAL INFORMATION

The city uses fund accounting to ensure and demonstrate compliance with finance-related
legal requirements.

Governmental Funds

The focus of the City’s governmental fund financial statements is to provide information
on near-term inflows, outflows and balances of spendable resources. Such information is
useful in assessing the City’s financing requirements. In particular, unassigned fund
balance may serve as a useful measure of a government’s net resources available for
spending at the end of the fiscal year.

The general fund is the chief operating fund of the City. As of December 31, 2015,
unassigned fund balance was $10.5 million. The revenue budget was amended by
approximately $560,268 to reflect an increase in financial institution tax, recreation
commission income and a transfer from fund balance. The expense budget was also
amended to cover the following costs: $462,110 for ballfield lights and batting cages at
the park, $38,158 to cover additional costs of maintenance and repairs of city facilities,
and $60,000 for paving. Actual revenues and other sources were more than the amount
budgeted by approximately $236,341 and actual expenditures and other uses were
approximately $1,287,425 less than the amount budgeted, yielding a positive variance of
approximately $1,523,766.

Other Governmental Funds
The SPLOST capital projects fund assets were $123,159, liabilities $2,795 and restricted
fund balance was $120,364 for the year ended December 31, 2015.

Special Revenue Funds

The City uses special revenue funds to account for the collection and disbursement of
revenues that are legally restricted to expenditures for specific purposes. Included in this
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classification are hotel/motel tax, confiscated assets, and law enforcement funds.
Combined total assets of the above funds were $36,924 as of December 31, 2015
liabilities $950 and committed fund balances were $35,974.

Proprietary Funds
The City’s proprietary fund financial statements provide the same type of information
found in the government-wide financial statements.

The City has one business-type activity, the water and sewer fund. Unrestricted net
positions of the water and sewer operations at the end of the year were $9,027,489.

GENERAL FUND BUDGETARY HIGHLIGHTS

The legal level of control (the level at which expenditures may not legally exceed
appropriations) is at the department level. The most significant budget is that of the
General Fund.

When comparing the final budget and the actual amounts, revenues for the general fund
were $236,341 more than projections, primarily due to actual business and occupation tax
and sales and use tax being more than was budgeted. Expenditures were $1,287,425 less
than the anticipated budget.

CAPITAL ASSET AND DEBT ADMINISTRATION
Capital Assets

At the end of December 31, 2015, the City had $31 million invested in capital assets
including equipment, buildings, and public improvements. This represents a net increase
after depreciation of $2,701,119 or 9.6 percent, compared to last year. This increase
consisted of asset additions of approximately $3,838,891, dispositions of approximately
$9,750 net of depreciation of $1,128,022.

Asset additions for governmental activities were approximately $557,656, and consisted
of $71,173 for equipment and vehicles and $486,483 for public improvements.
Dispositions were approximately $9,750.

Asset additions of approximately $3,281,235 for business activities were primarily for
additions and improvements to sewer lines. There were no dispositions.

A summary of capital assets, net of depreciation, is as follows:
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Governmental Business-type

Activities Activities Total
2015 2014 2015 2014 2015 2014
Land $ 1,029,268% 1,039,018 $ 89,156 $ 89,156 $ 1,118,424 $ 1,128,174
Building 3,910,453 4,080,456 475,781 489,296 4,386,234 4,569,752

Public Improvements 4,211,256 3,901,561 17,182,277 17,339,155 21,393,533 21,240,716

Equipment, vehicles, 742,884 848,879 109,391 64,608 852,275 913,487
furniture and fixtures
Construction in progress 267,363 242,897 2,961,619 183,303 3,228,982 426,200

Total $ 10,161,224 $ 10,112,811 $ 20,818,224 $ 18,165,518 $ 30,979,448 $ 28,278,329

Additional information on the City’s capital assets can be found in Note 4 of this report.

Long-Term Debt

At year-end the City had $16,078,052 in outstanding long-term debt compared to
$15,490,946 last year. The majority of the long-term debt is from the 2014 Water and
Sewer Revenue Refunding and Improvement Bond Issue. The proceeds from the bonds
are being used for the addition, extension and improvement of the city’s water and
sewerage system. Bonds payable at the end of 2015 are $14,375,000.

A summary of long-term debt is as follows:

Governmental Business-type
Activities Activities Total

2015 2014 2015 2014 2015 2014
Capital Lease Obligation $ 345583 $ 483,106 - - $345,583 $483,106
Compensated Absences 148,759 157,840 - - 148,759 157,840

Net Pension Liability 1,208,710 - - - 1,208,710 -
Revenue Bonds - - 14,375,000 14,850,000 14,375,000 14,850,000
Total $ 1,703,052 $ 640,946 $14,375,000 $14,850,000 $16,078,052 $15,490,946

The long-term debt for the governmental activities consists of two capital lease
obligations for a fire truck payable yearly through July, 2018 and police patrol cars
payable yearly through July, 2017.

The primary note payable for the business-type activity consists of Series 2014 Water

Sewer Revenue Bonds payable semi-annually in varying amounts through October,
2038.
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Additional information on the City’s long-term debt can be found in Note 5 of this
report.

ECONOMIC FACTORS AND NEXT YEAR’S BUDGETS AND RATES

In adopting the budget for the ensuing fiscal year 2016, the City officials considered
many factors in making judgments and estimates about the finances of the upcoming
year. A primary objective was to continue to provide basic services to the citizens
while attempting to keep the property tax rate low.

The City budgeted a 9.0% decrease in general fund revenues and expenses for 2016.
The revenue decrease is due to a decrease in the amount to be collected from court
fines and licenses and permits. The expense decrease is due to decreased employee
health insurance premiums and a decreased amount to be spent in parks and recreation.

The city budgeted a .58% decrease in revenues in the proprietary fund (water and
sewer fund) and also a .58 % decrease in expenditures. These decreases are due to the
expected decrease in rebates from the City of Chattanooga for sewer.

CONTACTING THE CITY’S FINANCIAL MANAGEMENT

This report was prepared by the Finance Department of the City of Fort Oglethorpe and
is designed to present a general overview of the City’s accountability. Questions
concerning this report or requests for additional information can be obtained by
contacting the City of Fort Oglethorpe at 500 City Hall Drive, Fort Oglethorpe,
Georgia. Phone # 706-866-2544.
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CITY OF FORT OGLETHORPE, GEORGIA
STATEMENT OF NET POSITION
DECEMBER 31, 2015

Primary Government

Governmental Business-Type Component
Activities Activities Total Units
ASSETS:
Cash and cash equivalents S 4,134,280 S 3,134,714 7,268,994 S 1,636
Certificates of deposit 5,000,000 1,000,000 6,000,000 -
Restricted cash and cash
equivalents - 4,181,421 4,181,421 -
Due from other governmental
entities 1,107,955 - 1,107,955 -
Property taxes receivable 162,887 - 162,887 -
Other taxes receivable 364,660 - 364,660 -
Other receivables 274,130 394,718 668,848 -
Due from (to) other fund (19,519) 19,519 - -
Prepaid supplies 16,936 - 16,936 -
Prepaid insurance 213,921 37,893 251,814 -
Prepaid bond insurance - 14,931 14,931 -
Land and other nondepreciable
assets 1,296,631 3,050,775 4,347,406 -
Other capital assets, net
of accumulated depreciation 8,864,593 17,767,449 26,632,042 -
Total assets 21,416,474 29,601,420 51,017,894 1,636
DEFERRED OUTFLOWS OF RESOURCES:
Bond issue costs - 612,970 612,970 -
Pension related items 230,276 66,969 297,245 -
Deferred loss on debt refunding - 894,373 894,373 -
Total deferred outflows of resources 230,276 1,574,312 1,804,588 -
LIABILITIES:
Accounts payable 167,170 388,194 555,364 -
Payroll withholdings and accruals 44,629 7,527 52,156 -
Other 1,020 - 1,020 -
Accrued interest payable - 103,442 103,442 -
Customer deposits - 166,165 166,165 -
Long-term liabilities -
Due within one year:
Bonds payable - 480,000 480,000 -
Capital leases 142,219 - 142,219 -
Compensated absences 148,759 46,107 194,866 -
Due in more than one year:
Bonds payable - 13,927,270 13,927,270 -
Capital leases 203,364 - 203,364 -
Net pension liability 1,208,710 351,520 1,560,230 -
Total liabilities 1,915,871 15,470,225 17,386,096 -
DEFERRED INFLOWS OF RESOURCES:
Pension related items 149,996 43,622 193,618 -
NET POSITION:
Net investment in capital assets 9,815,641 6,410,954 16,226,595 -
Restricted for -
SPLOST projects 120,364 - 120,364 -
Public safety 35,974 - 35,974 -
Debt service - 223,442 223,442 -
Unrestricted 9,608,904 9,027,489 18,636,393 1,636
Total net position $ 19,580,883 $ 15,661,885 $ 35,242,768 S 1,636

(The accompanying notes are an integral part of these statements.)
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CITY OF FORT OGLETHORPE, GEORGIA
STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED DECEMBER 31, 2015

Program Revenues

Net (Expense) Revenue and Changes in Net Position

Primary Government

Operating Capital
Charges Grants and Grants and Governmental Business-Type Component
Functions/Programs Expenses for Service Contributions Contributions Activities Activities Total Units
PRIMARY GOVERNMENT
Governmental activities:
Judicial $ 437,594 S -8 - % -8 (437,594) S - (437,594) S -
General government 1,229,252 101 - 714,016 (515,135) - (515,135) -
Public safety 3,381,550 876,657 - 11,160 (2,493,733) - (2,493,733) -
Public works 1,625,649 - 65,929 - (1,559,720) - (1,559,720) -
Housing and development 58,126 104,288 - - 46,162 - 46,162 -
Public welfare 31,844 - - - (31,844) - (31,844) -
Culture and recreation 433,209 118,819 - - (314,390) - (314,390) -
Interest 17,319 - - - (17,319) - (17,319) -
Total governmental activities 7,214,543 1,099,865 65,929 725,176 (5,323,573) - (5,323,573) -
Business-type activities:
Water and sewer management 4,303,328 4,638,370 - - - 335,042 335,042 -
Total business-type activities 4,303,328 4,638,370 - - - 335,042 335,042 -
Total primary government 11,517,871 5,738,235 65,929 725,176 (5,323,573) 335,042 (4,988,531) -
COMPONENT UNITS:
Recreation Commission - - - - - - - -
Downtown Development Authority 125 - - - - - - (125)
Total component units $ 125 § - $ - $ - - - - (125)
GENERAL REVENUES:
Property taxes 1,497,702 - 1,497,702 -
Local option sales tax 2,051,832 - 2,051,832 -
Alcoholic beverage tax 363,562 - 363,562 -
Business and occupation tax 1,058,183 - 1,058,183 -
Franchise taxes and fees 1,100,317 - 1,100,317 -
Other taxes 464,318 - 464,318 -
Property rental 156,650 - 156,650 -
Interest 26,031 10,658 36,689 -
Gain on sale of land 30,250 - 30,250 -
Other 28,275 141,992 170,267 -
Total general revenues 6,777,120 152,650 6,929,770 -
TRANSFERS (500,970) 500,970 - -
Change in net position 952,577 988,662 1,941,239 (125)
NET POSITION:
Beginning, as previously reported 19,863,720 15,032,509 34,896,229 1,761
Prior period adjustment (1,235,414) (359,286) (1,594,700) -
Beginning, restated 18,628,306 14,673,223 33,301,529 1,761

Ending

$ 19,580,883 s 15,661,

885

35,242,768 s 1,636

(The accompanying notes are an integral part of these statements. )



CITY OF FORT OGLETHORPE, GEORGIA
BALANCE SHEET
GOVERNMENTAL FUNDS
DECEMBER 31, 2015

SPLOST Other Total
General Capital Governmental Governmental
Fund Projects Funds Funds
ASSETS:
Cash and cash equivalents S 3,984,197 S 123,159 S 26,924 S 4,134,280
Certificates of deposit 5,000,000 - - 5,000,000
Due from other
governmental entities 1,107,955 - - 1,107,955
Due from other funds 1,108 - - 1,108
Property taxes receivable 162,887 - - 162,887
Other taxes receivable 364,660 - - 364,660
Other receivables 264,130 - 10,000 274,130
Prepaid insurance 213,921 - - 213,921
Prepaid supplies 16,936 - - 16,936
Total assets $11,115,794 ¢ 123,159 8 36,924 $ 11,275,877
LIABILITIES, DEFERRED INFLOWS OF
RESOURCES AND FUND BALANCES:
Liabilities:
Accounts payable S 166,270 S - S 900 S 167,170
Payroll withholdings and accruals 44,629 - - 44,629
Due to other funds 17,782 2,795 50 20,627
Other 1,020 - - 1,020
Total liabilities 229,701 2,795 950 233,446
Deferred inflows of resources:
Deferred property taxes 110,461 - - 110,461
Total deferred inflows of
resources 110,461 - - 110,461
Fund balances:
Nonspendable -
Prepaid items 230,857 - - 230,857
Restricted for -
SPLOST projects - 120,364 - 120,364
Capital projects 7,248 - - 7,248
Tourism 31,659 - - 31,659
Public safety - - 35,974 35,974
Unassigned 10,505,868 - - 10,505,868
Total fund balances 10,775,632 120,364 35,974 10,931,970
Total liabilities, deferred
inflows of resources and
fund balances $11,115,794 S 123,159 S 36,924 $ 11,275,877

(The accompanying notes are an integral part of these statements.)
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CITY OF FORT OGLETHORPE, GEORGIA
RECONCILIATION OF THE BALANCE SHEET OF GOVERNMENTAL FUNDS
TO THE STATEMENT OF NET POSITION

DECEMBER 31, 2015

Differences 1in amounts reported for governmental
statement of net position on page 1:

Fund balances — total governmental funds

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

Certain revenues will be collected after year-
end, but are not available soon enough to pay
for the current period’s expenditures and
therefore are deferred in the funds.

Capital assets used in governmental activities
are not financial resources and therefore are
not reported in the funds.

Deferred outflows, such as deferred outflows
from pensions, are not paid in the current
period and, therefore, are not reported in
the funds.

Net pension liability created by governmental
activities are not financial resources and,
therefore, not reported in the funds.

Deferred inflows, such as deferred inflows from
pensions, are not received In the current
period and, therefore, are not reported iIn
the funds.

Long-term liabilities are not due and payable
in the current period and therefore are not
reported in the funds.

activities in the

$10,931,970

110,461

10,161,224

230,276

(1,208,710)

(149,996)

(494,342)

$19,580,883

(The accompanying notes are an integral part of these statements.)
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CITY OF FORT OGLETHORPE, GEORGIA
STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCES
GOVERNMENTAL FUNDS
FOR THE YEAR ENDED DECEMBER 31, 2015

SPLOST Other Total
General Capital Governmental Governmental
Fund Projects Funds Funds
REVENUES:
Taxes S 6,481,304 S - S 63,318 S 6,544,622
Licenses and permits 154,838 - - 154,838
Charges for services 299,677 - - 299,677
Intergovernmental 79,764 713,799 10,000 803,563
Fines, fees and forfeitures 616,216 - 29,134 645,350
Investment earnings 26,008 217 23 26,248
Other 184,025 - 900 184,925
Total revenues 7,841,832 714,016 103,375 8,659,223
EXPENDITURES:
Current
Judicial 443,639 - - 443,639
General government 1,061,139 - - 1,061,139
Public safety 3,277,429 10,571 49,897 3,337,897
Public works 1,590,535 2,795 - 1,593,330
Housing and development 58,126 - - 58,126
Public welfare 31,844 - - 31,844
Culture and recreation 791,482 - - 791,482
Capital outlay - 53,995 - 53,995
Debt service -
Principal - 137,524 - 137,524
Interest - 17,319 - 17,319
Total expenditures 7,254,194 222,204 49,897 7,526,295
EXCESS OF REVENUES OVER
EXPENDITURES 587,638 491,812 53,478 1,132,928
OTHER FINANCING SOURCES (USES):
Proceeds from sale of land 40,000 - - 40,000
Transfers from other funds 63,318 - 10,000 73,318
Transfers to other funds (10,000) (500,970) (63,318) (574,288)
NET CHANGE IN FUND BALANCE 680,956 (9,158) 160 671,958
FUND BALANCES:
Beginning 10,094,676 129,522 35,814 10,260,012
Ending $ 10,775,632 S 120,364 S 35,974 $10,931,970

(The accompanying notes are an integral part of these statements.)
5



CITY OF FORT OGLETHORPE, GEORGIA

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

TO THE STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED DECEMBER 31, 2015

Differences in amounts reported for governmental activities

the statement of activities on page 2:

Net change in fund balances — total governmental funds

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

Capital outlay reported as expenditures iIn the
governmental funds are shown as capital assets
in the statement of activities.

Depreciation expense on governmental capital
assets i1s included iIn the statement of
activities.

The net effect of various transactions involving
capital assets (i.e. sales, trade-ins, and
disposals) is to decrease net position.

Long-term liabilities in the statement of net
position include an estimated liability for
compensated absences. These are planned to be
liquidated with future vresources; therefore,
the increase or decrease in the liability does
not affect expenditures 1In the governmental
funds.

Net pension liability in the statement of net
position includes an estimated liability for
participation iIn the GMEBS. The increase or
decrease in the liability does not affect
expenditures iIn the governmental funds.

Repayment of long-term debt and capital leases is
an expenditure in the governmental funds, but
the repayment reduces long-term liabilities in
the statement of net position.

Certain governmental revenues will not be
collected for several months after the Tiscal
year and are deferred in the governmental
funds.

(The accompanying notes are an integral part of these statements. )

671,958

557,656

(499,493)

(9,750)

9,081

106,984

137,524

(21,383)

952,577




CITY OF FORT OGLETHORPE, GEORGIA
PROPRIETARY FUND - WATER AND SEWER FUND
BUSINESS-TYPE ACTIVITIES
STATEMENT OF NET POSITION
DECEMBER 31, 2015

ASSETS AND DEFERRED OUTFLOWS OF RESOURCES

CURRENT ASSETS:

Cash and cash equivalents

Certificates of deposit

Accounts receivable, net of allowance
for uncollectibles of $35,000

Interest receivable

Due from other funds
Prepaid insurance

Total current assets

LONG-TERM ASSETS:

Restricted Assets -
Investments in money market account,

restricted by bond covenants

Bond construction account
Bond interest and sinking funds

Capital Assets -
Land and other nondepreciable assets
Property, plant, and equipment

Less accumulated depreciation

Net capital assets

Other Assets -
Prepaid bond insurance

Total long-term assets
Total assets

DEFERRED OUTFLOWS OF RESOURCES:
Bond issue costs
Pension related items
Deferred loss on debt refunding

Total deferred outflows of resources
(The accompanying notes are an integral part of these statements)

3,134,714

1,000,000
390,842

3,876

20,627
37,893

4,587,952

1,081,490

2,876,489
223,442

4,181,421

3,050,775
25,668,078

28,718,853
7,900,629

20,818,224

14,931

25,014,576

29,602,528

612,970
66,969
894,373

1,574,312




LIABILITIES, DEFERRED INFLOWS OF RESOURCES

AND NET POSITION
CURRENT LIABILITIES:
Current maturities of bonds payable 480,000
Accounts payable 388,194
Due to other funds 1,108
Payroll withholdings and accruals 7,527
Accrued interest 103,442
Compensated absences payable 46,107
Customer deposits 166,165
Total current liabilities 1,192,543
LONG-TERM LIABILITIES :
Bonds payable, net of current portion 13,927,270
Net pension liability 351,520
Total long-term liabilities 14,278,790
Total liabilities 15,471,333

DEFERRED INFLOWS OF RESOURCES:

Pension related items 43,622

NET POSITION:
Net investment in capital assets 6,410,954
Restricted for debt service 223,442
Unrestricted 9,027,489
Total net position S 15,661,885

(The accompanying notes are an integral part of these statements.)



CITY OF FORT OGLETHORPE, GEORGIA
PROPRIETARY FUND - WATER AND SEWER FUND
STATEMENT OF REVENUES, EXPENSES AND
CHANGES IN NET POSITION
FOR THE YEAR ENDED DECEMBER 31, 2015

OPERATING REVENUES:

Water sales S 1,380,027

Sewer charges 3,179,143

Water and sewer taps 52,550

Meter and reconnect fees 26,650

Other 141,992

Total revenues 4,780,362
OPERATING EXPENSES:
Depreciation and amortization 695,440
General operating expenses 3,193,052
Total expenses 3,888,492
OPERATING INCOME 891,870
NONOPERATING REVENUE (EXPENSE):

Interest revenue 10,658

Interest expense (414,836)

Income before transfers 487,692
TRANSFERS:

Transfer from other funds 500,970
CHANGE IN NET POSITION 988,662
NET POSITION:

Beginning, as previously reported 15,032,509

Prior period adjustment (359,286)

Beginning, restated 14,673,223

Ending $15,661,885

(The accompanying notes are an integral part of these statements.)



CITY OF FORT OGLETHORPE, GEORGIA
PROPRIETARY FUND - WATER AND SEWER FUND
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2015

CASH FLOWS FROM OPERATING ACTIVITIES:
Receipts from user fees

$ 4,664,070

Payments to employees (772,054)
Payments for goods and other services (2,173,755)
Other receipts 140,573
Net cash provided by operating activities 1,858,834
CASH FLOWS FROM CAPITAL AND RELATED
FINANCING ACTIVITIES:
Cash paid for capital assets (3,281,233)
Payments on long-term debt (475,000)
Interest paid (415,192)
Net cash used by capital and
related financing activities (4,171,425)
CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES:
Transfers in from other funds 500,970
Payments on loans to other fund (20,453)
Net cash provided by other financing activities 480,517
CASH FLOWS FROM INVESTING ACTIVITIES:
Net change in certificate of deposit (1,000,000)
Interest received 6,782
Net cash used by investing activities (993,218)
NET DECREASE IN CASH AND CASH EQUIVALENTS (2,825,292)
CASH AND CASH EQUIVALENTS:
Beginning 10,141,427
Ending S 7,316,135

RECONCILIATION OF OPERATING INCOME TO NET
CASH PROVIDED BY OPERATING ACTIVITIES:
Operating income
Adjustments to reconcile operating income to

net cash provided by operating activities -

$ 891,870

Depreciation and amortization 695,440
Premiums on bond refunding (1,419)
Net change in operating assets 42,318
Net change in operating liabilities 230,625

Net cash provided by operating activities

RECONCILIATION OF CASH AND CASH EQUIVALENTS:
Cash and cash equivalents
Restricted cash and cash equivalents

(The accompanying notes are an integral part of these statements.)
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CITY OF FORT OGLETHORPE, GEORGIA
AGENCY FUNDS
STATEMENT OF FIDUCIARY
ASSETS AND LIABILITIES
DECEMBER 31, 2015

Beginning Additions Deductions

Ending

ASSETS:

Cash and cash equivalents $ - $616,216 S 616,216 -
LIABILITIES:

Due to general fund S - $616,216 S 616,216 -

(The accompanying notes are an integral part of these statements.)
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CITY OF FORT OGLETHORPE, GEORGIA
STATEMENT OF NET POSITION

ASSETS:

Cash and cash equivalents

Total assets

NET POSITION:
Unrestricted

Total net position

COMPONENT UNITS
DECEMBER 31, 2015

Downtown

Recreation Development

Commission Authority
December 31, 2015 September 30, 2015 Totals
S 246 S 1,390 S 1,636
S 246 S 1,390 S 1,636
S 246 S 1,390 S 1,636
S 246 S 1,390 S 1,636

(The accompanying notes are an integral part of these statements.)
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Functions/Progr
Recreation Commission:
Recreation Commission
operations

Downtown Development Authority:

Downtown Development
Authority operations

Total component units

CITY OF FORT OGLETHORPE, GEORGIA
STATEMENT OF ACTIVITIES
COMPONENT UNITS

FOR THE YEAR ENDED DECEMBER 31, 2015

Program Revenues

Net (Expense) Revenue and Changes in Net Position

Operating Downtown
Charges Grants and Recreation Development
Expenses for Service Contributions Commission Authority Total

-8 $ -8 -8 -8 -
125 - - (125) (125)
125§ $ - - (125) (125)

GENERAL REVENUES:
Interest - - -
Total general revenues - - -
Change in net position - (125) (125)

NET POSITION:

Beginning 246 1,515 1,761
Ending S 246 S 1,390 S 1,636

(The accompanying notes are an integral part of these statements.)
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CITY OF FORT OGLETHORPE, GEORGIA
NOTES TO BASIC FINANCIAL STATEMENTS
DECEMBER 31, 2015

(1) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:
Organization -

The City of Fort Oglethorpe, Georgia operates under the
Council-City Manager form of government, in which the City is
governed by a mayor and five council members, with day to day
operations vested in the appointed city manager.

The accounting policies of the City conform to generally
accepted accounting principles applicable to local
governments. The more significant policies of the City are
summarized below.

Reporting Entity -
The accompanying financial statements include all funds of the
City of Fort Oglethorpe, Georgia (the primary government).

For purposes of these financial statements, management has
considered the existence of any potential component units,
using the criteria set fTorth by accounting principles
generally accepted iIn the United States of America and by
statements from the Governmental Accounting Standards Board.

Component units include organizations which are legally
separate from the primary government. They are considered
component units because their boards are appointed by the
City or Dbecause there 1is a TfTinancial benefit/burden
relationship with the City.

Component units are determined to be presented blended or
discretely, based upon the services provided and the amount
of accountability to the governing authority.

The City’s financial statements iInclude the financial
statements (the only ones available) of The Downtown
Development Authority of the City of Fort Oglethorpe,
Georgia, which was established to develop the downtown area
of the City. This discretely presented component unit
operates as a special revenue fund.

The City’s financial statements 1include the financial
statements (the only ones available) of the Fort Oglethorpe
Recreation Commission, which was established to support a
citywide recreation program. This discretely presented
component unit operates as a special revenue fund.
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CITY OF FORT OGLETHORPE, GEORGIA
NOTES TO BASIC FINANCIAL STATEMENTS
DECEMBER 31, 2015

(1) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued):

Reporting Entity (continued) -

The Housing Authority of the City of Fort Oglethorpe, Georgia
is a legally separate entity and 1is not considered a
component unit under the criteria referred to above, but a
related organization. Although 1i1ts board was originally
appointed by the City governing authority, the City iIs not
able to impose its will upon the Housing Authority, and a
financial benefit/burden relationship does not exist between
the two governmental entities.

Basis of Presentation -

In accordance with current accounting standards, the basic
financial statements include government-wide, based on the
City as a whole, and fund financial statements, with emphasis
on major funds. Both the government-wide and fund statements
categorize activities as either governmental or business-
type. The government-wide statements of net position and
activities have eliminated internal balances and transfers
between the activities of the governmental funds, which were
presented separately in the fund Ffinancial statements.
Transfers between governmental activities and business-type
activities of the primary government are separately stated on
the government-wide statement of net position. Cash balances
held by agency funds for governmental activities of the
primary government are eliminated iIn the government-wide
statement of net position and In the +fund Tfinancial
statements.

The government-wide statement of activities reflects both the
gross and net cost of functional -categories which are
otherwise supported by general government revenues. The
statement of activities reduces gross expenses (including
depreciation) by related program revenues, operating grants,
and capital grants. Program revenues are those directly
associated with the function and include revenues from fines
and forfeitures, licenses and permit fees, and charges for
services. Operating and capital grants and contributions are
limited to the funding of a specific operating expense or
capital acquisition.

At the fund level, major funds are presented separately while
nonmajor funds are combined into a single column. Major funds
are determined based on their percentage of assets,
liabilities, revenues or expenditures compared to the total
of the same fTor all governmental funds, and on their
percentage of the same for the total of all governmental and
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CITY OF FORT OGLETHORPE, GEORGIA
NOTES TO BASIC FINANCIAL STATEMENTS
DECEMBER 31, 2015

(1) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued):
Basis of Presentation (continued) -
proprietary fTunds, as applicable. The general fund and
SPLOST capital projects funds are the only funds reported
as major governmental funds. The major enterprise fund is
the Water and Sewer Fund.

Basis of Accounting -

The government-wide Tfinancial statements, consisting of the
statement of net position and the statement of changes in net
position are prepared using the economic resources
measurement focus and the accrual basis of accounting. Under
this method, revenues are recorded when earned and expenses
are recorded when the liability iIs iIncurred. The government-
wide financial statements report information on all of the
nonfiduciary activities of the City as a whole.

The fund level financial statements of the governmental funds,
which consist of the general fund, special revenue funds,
debt service funds, and capital projects funds use the flow
of current Tinancial resources measurement focus and the
modified accrual basis of accounting. Under the modified
accrual basis, revenues are recognized when they are
susceptible to accrual, which 1is defined as being both
measurable, meaning that the amount of the transaction can be
determined, and available, meaning collectible within the
current period or soon enough thereafter (generally defined
as within 60 days) to be used to pay liabilities of the
current period. Those revenues susceptible to accrual are
property and other taxes, federal and state grants, other
state funds, 1iInterest income and charges for services.
Expenditures are generally recognized when the liability is
incurred. Exceptions to this general rule include accumulated
unpaid vacation, sick pay and other employee amounts which
are expected to be liquidated with future resources.

Since the governmental funds statements are presented on a
different measurement focus and basis of accounting than the
governmental activities column 1In the government-wide
financial statements, a reconciliation iIs presented on the
page following the applicable fund statement which reconciles
the adjustments necessary to convert the fund Tfinancial
statements to the governmental activities column of the
government-wide presentation.
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CITY OF FORT OGLETHORPE, GEORGIA
NOTES TO BASIC FINANCIAL STATEMENTS
DECEMBER 31, 2015

(1) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued):
Basis of Accounting (continued) -

All business-type activities, including the primary government
proprietary fund, use the flow of economic resources
measurement focus and the accrual basis of accounting. Under
this method, revenues are recognized when earned and expenses
are recognized when the Hliability is 1incurred. For 1its
proprietary funds and business-type activities, the City
applies all GASB pronouncements. Operating revenues of
proprietary funds are those revenues that result from the
activities of the fund, such as user fees and charges for
services. All other revenue 1s considered nonoperating
revenue and includes grants, investment earnings, and gain on
the sale of capital assets. Likewise, operating expenses are
those expenses related to the principal activity of the fund,
including salaries and related costs, other services,
operating supplies and depreciation. Nonoperating expenses
include all other expenses not considered operating, such as
interest expense.

Agency Tunds are custodial in nature, as they receive and
disburse receipts for other funds and other entities. The
City’s agency fund i1s recorded using the economic resources
measurement focus basis of accounting.

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

Fund Accounting -

The accounts of the City are organized on the basis of funds,
which are considered separate accounting entities. The
operations of each fund are accounted for with a set of
self-balancing accounts that comprise its assets,
liabilities, fund equity, revenues and expenditures.
Government resources are allocated to and accounted for in
individual funds based upon the purposes for which they are
to be spent and the means by which spending activities are
controlled. Amounts reported iIn the fund Tfinancial
statements as due to or due from other funds are eliminated
upon preparation of the government-wide statement of net
position. The various funds are grouped into fund types as
follows:
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CITY OF FORT OGLETHORPE, GEORGIA
NOTES TO BASIC FINANCIAL STATEMENTS
DECEMBER 31, 2015

(1) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued):
Fund Accounting (continued) —
Governmental Funds:
General Fund -

The general fund is the general operating fund of the City.
It is used to account for all financial resources except
those required to be accounted for i1n another fund, or
those for which it is considered fiscally responsible to
be accounted for iIn a separate fund.

Special Revenue Funds -

Special revenue funds are used to account for the proceeds
of specific revenue sources (other than special
assessments, expendable  trusts, or major capital
projects) that are restricted to expenditures for
specified purposes.

Capital Projects Funds -
Capital projects funds are used to account Tor the
acquisition and construction of major capital facilities
not financed by proprietary or trust funds.

Proprietary Funds:
Enterprise Funds -

Enterprise funds are used to account for operations that
are financed and operated In a manner similar to private
business enterprise and therefore funded primarily
through user charges.

Fiduciary Funds:
Trust and Agency Funds -

Trust and agency funds are used to account for assets held
by the City in a trustee capacity or as an agent for
individuals, private organizations, other governments
and/or other funds.

Non-current governmental assets/liabilities:

Governmental activities capital assets and long-term debt are
not presented iIn the fund Ilevel statements, but these
records are maintained and incorporated into the
governmental activities section of the government-wide
financial statements.

The City maintains the following funds:

General fund
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CITY OF FORT OGLETHORPE, GEORGIA
NOTES TO BASIC FINANCIAL STATEMENTS
DECEMBER 31, 2015

(1) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued):
Fund Accounting (continued) —
Special revenue funds -
Confiscated Assets Fund, which accounts for revenues and
expenditures associated with currency forfeitures and drug
fines and restitution.

Law Enforcement Fund, which accounts for grants and other
specific revenues, and related expenditures, associated
with the operation of law enforcement.

Hotel/Motel Tax Fund, which accounts for tax revenues from
hotels and motels located in the City.

Recreation Commission Fund (a discretely presented component
unit), which accounts for revenues and expenditures
associated with the recreational activities of the
Commission.

Downtown Development Authority (a discretely presented
component unit), which accounts for certain revenues and
expenditures associated with development of the City’s
downtown area.

Capital projects funds -
SPLOST Capital Projects Fund, which accounts for the
acquisition of assets with proceeds from the special local
option sales tax.

CDBG Grant Fund, which accounts for acquisition of assets
with proceeds from state or federal Community Development
Block Grants.

Proprietary funds -
The Water and Sewer Fund 1is an enterprise TfTund, which
accounts for the City’s water and sewer operations.

Fiduciary funds -

Municipal Court Fund, an agency fund, which accounts for
receipts and disbursements of the Clerk"s office,
primarily fines and forfeitures. This fund collects only
for the City’s general fund, which then disburses, as
required, to other governmental entities. As there are no
receipts for or disbursements to other entities, and no
funds are held for other entities, no *“Statement of
Fiduciary Assets and Liabilities” is presented In these
financial statements.
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CITY OF FORT OGLETHORPE, GEORGIA
NOTES TO BASIC FINANCIAL STATEMENTS
DECEMBER 31, 2015

(1) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued):
Pensions —

For purposes of measuring net pension liability, deferred
outflows of resources and deferred inflows of resources
related to pensions, and pension expense, iInformation about
the fiduciary net position of the Georgia Municipal Employees
Benefit System (GMEBS) and additions to/deductions from the
GMEBS fiduciary net position have been determined on the same
basis as they are reported to GMEBS. For this purpose,
benefit payments are recognized when due and payable 1In
accordance with the benefit terms. Investments are reported
at fair value.

Fund Equity —
Fund equity at the governmental fund level 1is classified as
“fund balance.” Fund equity for all other reporting is
classified as “net position.”

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

Nonspendable — Fund balances are reported as nonspendable
when amounts cannot be spent because they are either (a)
not In spendable form (i.e., 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.

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. The Council also
may modify or rescind the commitment.

Assigned — Fund balances are reported as assigned when
amounts are intended to be used for a specific purpose.
Intent can be expressed by the Council or by an official
or body to which the Council delegates authority through
the passing of a resolution.
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(1) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued):
Fund Equity (continued) —

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

When both restricted and unrestricted amounts of fund balance
are available for expenditure, it is the City’s policy to use
restricted amounts Tfirst and then unrestricted amounts as
they are needed. For unrestricted amounts of fund balance, it
is the City’s policy to use fund balances in the following
order: committed, assigned, unassigned.

Net position — Net position represents the residual of all
elements presented in a statement of financial position. Net
investment in capital assets, consists of capital assets, net
of accumulated depreciation, reduced by the outstanding
balances of any borrowing used for the acquisition,
construction or improvement of those assets. Net position is
reported as restricted as described iIn the fTund balances
section above. All other net position 1iIs reported as
unrestricted.

Budget and budgetary control -

Although no budget to actual statements are presented in the
basic financial statements, the City provides, for
information purposes, its budget requirements and process.
Annual revenue estimates and expenditure appropriations, on
the modified accrual basis of accounting, are prepared for
all governmental funds, with the exception of the capital
projects funds, for which no annual appropriation is required
and none is adopted. The projects accounted for in the
capital projects funds are subject to budgetary control on a
project basis. Providing budgetary information on an annual
basis does not provide meaningful i1nformation because
projects extend over more than one reporting period. A
budget i1s not required for proprietary fund types. The City,
however, adopts a budget on the accrual basis of accounting
for its proprietary fund.

The budget i1s prepared by the City Manager and presented to
the City Council for review and questions. A public
hearing is held to obtain taxpayer comments, after which
the budget is adopted by resolution.
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(1) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued):
Budget and budgetary control (continued) —

Expenditures may not legally exceed budgeted appropriations at
the department level. Budgetary integration is employed as a
management tool during the fiscal year, and the budget is
amended, as necessary, to meet changing needs. Management
may transfer budgeted amounts between line items within a
department; however, any revisions that alter the total
expenditures of any department and/or fund must be approved
by the City Council. All annual budgetary appropriations
lapse at the end of the fiscal year.

Receivables -
Receivables are reported at the outstanding principal amount,
and are recorded net of an allowance for amounts considered
uncollectible.

Estimates -

The City uses estimates and assumptions 1iIn preparing these
financial statements in accordance with accounting principles
generally accepted iIn the United States of America. Those
estimates and assumptions affect the reported amounts of
assets and liabilities, the disclosure of contingent assets
and liabilities, and the reported revenues and expenditures.
Actual results could vary from the estimates that were used.

Capital Assets -

For the fund Ffinancial statements, capital assets of
governmental funds are recorded as expenditures at the time
of purchase. For its proprietary funds and for governmental
funds at the government-wide presentation, the City
capitalizes long-lived assets with an original cost of $5,000
or more. Such assets are recorded at cost.

For its proprietary funds and for its governmental funds at the
government-wide presentation, depreciation of property and
equipment, public Improvements, and water and sewer systems
are provided over periods of 3 to 40 years, based upon the
estimated useful lives of the individual assets, by the
straight-line method.

Public Domain Assets -

Public domain (infrastructure) assets, which include
roads, streets, curbs, gutters, sidewalks, etc., are
recorded in governmental funds as expenditures at the
time of purchase.
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(1) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued):
Public domain assets (continued) -

Under current accounting standards, governments are required to
report public domain assets acquired after December 31, 2003
as capital assets. Because the City is a phase 3 government
for implementation of GASB Statement No. 34, it 1i1s not
required to report infrastructure acquired In years prior to
December 31, 2003.

Property Taxes -

Property tax levies for the current year are based on $6.753
per thousand of assessed valuation of property located in the
City. Property is assessed by the Assessors of Property in
Catoosa and Walker Counties. Property taxes are levied by
the City and collected by the respective Counties, which
remit to the City on a monthly basis. Property taxes are
levied for a calendar year on October 20 and are delinquent
after December 20 of each year. Property taxes attach as an
enforceable lien on property as of the levy date.

Notes payable -
Notes payable reported in governmental funds are expected to be
liquidated with future, expendable, available resources.

Encumbrances -

Encumbrance accounting, under which purchase orders, contracts
and other commitments fTor the expenditure of monies are
recorded In order to reserve that portion of the applicable
appropriation, is not employed by the City.

Discounts/premiums/issuance costs -

On the government-wide statement of net position and the
proprietary fund type statement of net position, bond
premiums and discounts are netted against bonds payable. On
the government-wide and proprietary fund type statement of
activities, bond premiums and discounts are deferred and
amortized over the term of the bonds using the effective
interest method.

In proprietary funds, with regards to bond issuance costs, the
City has chosen to follow the guidance set forth in GASB
Statement No. 62 Codification of Accounting and Financial
Reporting Guidance Contained in Pre-November 30, 1989 FASB
and AICPA Pronouncements.
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(1) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued):

Discounts/premiums/issuance costs (continued)-

Under this guidance, a regulated business-type activity should
capitalize all or part of an incurred cost that otherwise
would be charged to expense if both of the following criteria
are met:

DIt is probable that future revenue iIn an amount at least
equal to the capitalized cost will result from inclusion
of that cost 1i1n allowable costs for rate-making
purposes.

2)Based on available evidence, the future revenue will be
provided to permit recovery of the previously incurred
cost rather than to provide for expected levels of
similar future costs. |If the revenue will be provided
through an automatic rate-adjustment clause, this
criterion requires that the regulator’s intent clearly
be to permit recovery of the previously incurred cost.

As a result, bond issuance costs are deferred and amortized
over the benefit or payment period.

Cash equivalents -
For purposes of these financial statements, the City considers
all highly liquid investments with a maturity of three months
or less to be cash equivalents.

Investments -
The City i1s restricted to investments of cash and certificates
of deposit with financial institutions and iIn the State of
Georgia Local Government Investment Pool.

Restricted Assets —

Certain assets of the proprietary fund are classified as
restricted because their use is limited by applicable bond
covenants. These restricted assets consist of cash and cash
equivalents.

Prepaid expenses -

Prepaid expenses consist of certain payments which reflect
costs applicable to future periods. In governmental funds,
these types of costs are recorded as expenditures during the
term of the benefit period, rather than when paid.
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(1) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued):
Compensated Absences —

City employees are granted vacation and sick leave In varying
amounts. In the event of termination, an employee is paid
for accumulated vacation leave; however, accumulated sick
pay is not paid. The liability for compensated absences of
the governmental fTunds is recorded iIn the government-wide
financial statements. None of the liability is recorded in
the governmental funds, because any payments, even those
which would be paid 1iIn the next twelve months, 1if
susceptible to a reasonable estimate, are expected to be
liquidated with future resources. The liability for
compensated absences of the proprietary fund is recorded as
a liability of that fund.

Deferred Outflows/Inflows of Resources -

The City has adopted the provisions of GASB Statement Number
63, Financial Reporting of Deferred Outflows of Resources,
Deferred Inflows of Resources, and Net Position. Under this
Statement, GASB has defined deferred outflows of resources
and deferred inflows of resources as follows:

Deferred outflows of resources - a consumption of net
assets by the government that is applicable to a future
reporting period.

Deferred 1i1nflows of resources - an acquisition of net
assets by the government that is applicable to a future
reporting period.

As of December 31, 2015, the proprietary fund had deferred
outflows of resources of $612,970 related to bond issue
costs, $66,969 related to pensions, and $894,373 related to
a deferred loss on debt refunding and deferred inflows of
$43,622 related to pensions. In governmental funds, the
City had deferred inflows of resources of $110,461 from
deferred property taxes. At the government-wide level, the
City had deferred outflows of resources of $230,276 and
deferred inflows of resources of $149,996 both related to
pensions’

(2) CASH AND INVESTMENTS:
The City reports 1i1ts cash and other investments under GASB
Statement Number 40, “Deposit and Investment Risk Disclosures.”
This statement eliminated or modified portions of the
disclosures previously required by GASB Statement Number 3.
GASB Statement Number 40 1s designed to 1iImprove Tfinancial
reporting of deposit and investment risks.
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(2) CASH AND INVESTMENTS (Continued):
At December 31, 2015, the primary government’s cash and
investments consist of the following —

Weighted
Average
Maturity Fair
(Years) Value
Savings and money market accounts 0.00 $11,448,495
Certificates of deposit 0.10 6,000,000
Total 0.05 $17,448,495

Interest Rate Risk — As a means of limiting its exposure to
losses resulting from rising interest rates, the City’s usual
policy is to invest in certificates of three years or less.
The exposure to interest rate changes is presented using the
weighted average maturity method. Its policy is to limit
exposure to iInterest rate risk by requiring sufficient
liquidity in the investment portfolio. The City’s iInvestments
experienced no significant fluctuations in fair value during
the year.

Custodial Credit Risk — The City”’s policies limit deposits and
investments to those instruments allowed by applicable state
laws. State statutes require that all deposits with financial
institutions must be collateralized by securities whose
market value is equal to 105% of the value of the uninsured
deposits. The deposits must be covered by fTederal deposit
insurance, by collateral held by the City’s agent in the
City’s name, or by Federal Reserve Banks acting as third
party agents. State statutes also authorize the types of
investments in which the City may participate. The City
limits i1ts Investments to certificates of deposit and savings
and money market accounts with local banks and Georgia Fund
1, a combined state and local government investment pool (in
which the City had no funds at December 31, 2015).

Investments in the Qlocal government investment pool are
specifically invested iIn “Georgia Fund 1”. Georgia Fund 1,
created by OCGA 36-83-8, i1s a Standard and Poor’s AAAT rated
investment pool which i1s managed by the Office of the State
Treasurer to maintain principal stability. The pool is not
registered with the SEC as an investment company and the
State does not consider Georgia Fund 1 to be a 2a-7 like
pool. The investment is valued at the pool’s share price,
$1.00 per share. The pool consists of U.S. treasury
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(2) CASH AND INVESTMENTS (Continued):

obligations, securities 1issued or guaranteed by the U.S.
Government or any of 1ts agencies or instrumentalities,
banker’s acceptances, overnight and term repurchase
agreements with highly rated counterparties, and
collateralized bank accounts. The iInvestment in the Georgia
Fund 1 1s valued at fair market value. The fair values of
investments In external investment pools are the same as the
value of the pool shares.

Credit Risk — The City’s policies are designed to maximize its
earnings, while protecting the security and providing maximum
liquidity, In accordance with all applicable state laws.

(3) INTERFUND RECEIVABLES AND PAYABLES AND TRANSFERS:

Most interfund receivable and payable balances are attributable
to unsettled balances for charges between funds, and are
expected to be paid within one year. The interfund payable of
$1,108 for the water and sewer fund results from the general
fund paying expenses on behalf of the water and sewer fund.
The interfund payable of $50 for the CDBG grant fund results
from the water sewer fund paying to open an 1initial cash
account for the CDBG grant fTund. The interfund payable of
$17,782 for the general fund results from an over payment to
the general fund of expenses for the water and sewer fund. The
interfund payable of $2,795 for the SPLOST capital projects
funds results from the water sewer paying an expense on a
capital project that qualifies for SPLOST funding. It 1is
anticipated that these balances will be settled in the next
fiscal year.

Interfund receivables and payables at December 31, 2015, are as

follows —
Receivables Payables
General fund $ 1,108 $ 17,782
CDBG grant - 50
SPLOST capital projects - 2,795
Water and sewer fund 20,627 1,108
$ 21,735 $ 21,735
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(3) INTERFUND RECEIVABLES AND PAYABLES AND TRANSFERS (Continued):
The purpose of transfers are to allocate revenues from the fund
that collects them to the fund that expends the resources based
on the budgetary operations of the City.

Transfers for the year ended December 31, 2015, were as

follows —
From hotel/motel tax fund to general fund $ 63,318
From general fund to law enforcement fund $ 10,000
From SPLOST Capital projects fund to water

and sewer fund $ 500,970

(4) CAPITAL ASSETS:
Governmental activities
A summary of changes iIn capital assets and accumulated
depreciation for governmental activities is as follows —

Additions Dispositions

and and
Beginning Adjustments Adjustments Ending
Nondepreciable capital
assets -
Land $ 1,039,018 $ - $ (9,750) $ 1,029,268
Construction in
in progress 242,897 24,466 - 267,363
$ 1,281,915 $ 24,466 $ (9,750) $ 1,296,631
Depreciable capital assets -
Public improvements $ 5,000,499 $ 462,017 $ - $ 5,462,516
Buildings 6,503,523 - - 6,503,523
Equipment, vehicles,
furniture and
fixtures 4,185,253 71,173 - 4,256,426
15,689,275 533,190 - 16,222,465
Less accumulated depreciation -
Public improvements 1,098,938 152,322 - 1,251,260
Buildings 2,423,067 170,003 - 2,593,070
Equipment, vehicles,
furniture and
fixtures 3,336,374 177,168 - 3,513,542
6,858,379 499,493 - 7,357,872
Depreciable capital
assets, net $ 8,830,896 $ 33,697 $ - $ 8,864,593
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(4) CAPITAL ASSETS (Continued):
Depreciation charged to expense totaled $499,493, and is
to functions as follows —
General government $
Public safety
Public works
Culture and recreation

Total $

charged

191,663
126,505
50,827

130,498
499,493

Business-type activities

Capital assets of the proprietary fund are recorded at cost,
including capitalized interest incurred during the construction

phase, as applicable. Depreciation is provided on the
individual items of property by the straight-line meth

cost of
od, over

the estimated useful lives of 3 to 10 years for furniture,
equipment and vehicles; 10 to 40 years for buildings and

plants; 5 to 40 years for water and sewer system; 5 to

39 years

for public Improvements; and 20 to 40 years for transmission
lines. Depreciation charged to expense totaled $618,276.

A summary of proprietary fund changes in capital assets and

accumulated depreciation is as follows —

Additions Dispositions
and and

Beginning Adjustments Adjustments Ending
Nondepreciable capital
assets -
Land $ 89,156 $ - $ - $ 89,156
Construction in
progress 183,303 3,185,278 (406,962) 2,961,619
$ 272,459 $ 3,185,278 $ (406,962) $ 3,050,775
Depreciable capital assets -
Buildings $ 565,435 $ - $ - $ 565,435
Water/sewer system 22,709,031 428,199 - 24,137,230
Equipment and vehicles 890,693 74,720 - 965,413
25,165,159 502,919 - 25,668,078
Less accumulated depreciation -
Buildings 76,139 13,515 - 89,654
Water/sewer system 6,369,876 585,077 - 6,954,953
Equipment and vehicles 826,085 29,937 - 856,022
7,272,100 628,529 - 7,900,629
Depreciable capital
assets, net $17,893,059 $ (125,610) $ - $17,767,449
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(5) LONG-TERM DEBT:
Governmental activities
Debt for governmental activities reported iIn the government-wide
statement of net position represents amounts not expected to be
paid with expendable, available resources, and consists of the
following —

Capital lease obligations recorded 1iIn the government-wide
statement of net position consist of the following -

Lease financed with Bank of America, for
acquisition of a fire truck in the amount of
$459,846 under a lease purchase agreement,
payable in yearly payments of $58,975
including iInterest at 4.8%, through 2018 $ 161,208

Lease financed with Regions Equipment Finance
Corporation, for acquisition of patrol
vehicles in the amount of $368,876 under a
lease purchase agreement, payable iIn yearly
payments of $95,868 including interest at
1.47%, through 2017 184,375

$ 345,583

Maturities of lease obligations are as follows —

Net
Gross Imputed Present
Payments Interest Value
For the year ending:
December 31, 2016 $ 154,843 $ 12,624 $ 142,219
2017 154,843 7,753 147,090
2018 58,974 2,700 56,274

$ 368,660 $ 23,077 $ 345,583

The gross amount of governmental activities assets recorded under
existing capital leases in the government-wide statement of net
position 1is $828,722 for an equipment lease. Accumulated
amortization of assets acquired under capital leases is
recorded at $339,433.
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(5) LONG-TERM DEBT (Continued):
Governmental activities (continued) -
A summary of changes 1i1n long-term debt for governmental
activities is as follows —

Adjustments Adjustments

Beginning and and Ending
Balance Additions Retirements Balance
Capital lease
obligations $ 483,106 $ - $ (137,523) $ 345,583
Compensated
absences 157,840 - (9,081) 148,759
Net pension
liability - 1,208,710 - 1,208,710

$ 640,946 $ 1,208,710 $ (146,604) $1,703,052

Presentation of long-term debt of governmental activities in
the government-wide statement of net position is as follows —

Due within one year -

Capital lease obligations $ 142,219
Compensated absences 148,759
290,978

Due i1n more than one year -
Capital lease obligations 203,364
Net pension liability 1,208,710
1,412,074
$1,703,052

The resources of the general fund have been used iIn prior years
to liquidate the balance of the compensated absences relative
to governmental activities.

Business-type activities
Bonds payable of the water and sewer fund consist of the
following —

Series 2015 Water and Sewer Revenue Refunding
and improvement bonds, total original
borrowings $15,370,000, to provide for
refinancing of a portion of the 2009 Water
and Sewer bonds, 1interest not to exceed
3.65%, payable semi-annually iIn varying
amounts through October, 2038 $14,375,000
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(5) LONG-TERM DEBT (Continued):
Business-type activities (continued) -
Maturities of proprietary fund bonds payable are as follows —

Gross

Payments Interest Principal
For the year ending:

December 31, 2016 $ 893,768 $ 413,768 $ 480,000
2017 889,168 404,168 485,000
2018 890,530 400,530 490,000
2019 890,730 390,730 500,000
2020 893,730 383,730 510,000
2021-2025 4,460,480 1,750,480 2,710,000
2026-2030 4,454,712 1,369,712 3,085,000
2031-2035 4,459,075 839,075 3,620,000
2036-2038 2,678,692 183,692 2,495,000

$20,510,885 $6,135,885 $14,375,000

A summary of changes in long-term debt for business-type
activities is as follows —

Adjustments Adjustments

Beginning and and Ending

Balance Additions Retirements Balance
Revenue bonds $ 14,850,000 $ - $ (475,0000)%$14,375,000
Premium on bond refunding 32,270
$14,407,270

Presentation of long-term debt of business-type activities in the
government-wide statement of net position is as follows for the
revenue bonds —

Due within one year $ 480,000
Due within more than one year 13,927,270
$14,407,270

During 2015, the City defeased i1ts Series 2009 Bonds by placing
the proceeds of new bonds in an irrevocable trust to provide
for all future debt service payments on the old bonds and to
provide for construction funds to do sewer projects.
Accordingly, the trust account assets and the liability for the
defeased bonds are not included in the financial statements. At
December 31, 2015 $9,725,000 of bonds outstanding are
considered defeased.
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(6) OPERATING LEASES:

The City leases equipment under operating leases expiring at
various times from May 15, 2017 through April 25, 2018 at
various amounts totaling $894 per month. Minimum obligations
relative to these leases are as follows —

For the year ending December 31, 2016 $ 10,733
2017 7,136

2018 2,276

$ 20,145

Rent expense relative to the above leases was $10,733 for the
year ended December 31, 2015.

(7) PENSION PLAN:

DEFINED BENEFIT PLAN:

Plan description —
Employees of the City are provided a defined benefit
pension plan through the Georgia Municipal Employees
Benefit System (GMEBS), an agent multiple-employer pension
plan administered by Georgia Municipal Association. The
City has the right to establish and amend the benefit
provisions of the plan. These amendments become effective
once approved by the Board of Trustees of GMEBS. GMEBS
issues a publically available financial report that can be
obtained by writing to Georgia Municipal Association, Risk
Management and Employee Benefit Services, 201 Pryor Street
SW, Atlanta, Georgia 30303.

Benefits provided —

All  regular employees of the City were eligible to
participate in GMEBS after one year of service through
December 31, 2002. The plan was amended to require all
employees hired on or after January 1, 2003 to meet a 40
hour eligibility condition. Subsequently, the plan was
amended to limit credited service for prior military
service and prior governmental service to 60 months
combined for regular employees hired on or after December
1, 2004.

Officials and municipal legal officers in office prior to
April 1, 1993 can become participants and receive credit
for service until end of current term. Benefits are
determined by a formula using the member®s high five-year
average salary and vyears of service. Members become
eligible to retire at the age of 65 with five years of
service.
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(7) PENSION PLAN (Continued):

Disability benefits are available to active members with five
years of service who become disabled and cannot engage 1in
gainful employment. There is no service requirement for
disability that i1s the result of an accident or iInjury
occurring while the member was iIn the performance of duty.
Eligible employees become vested after five years of
service. Benefit provisions are established in state
statute and city ordinance.

Employees covered by benefit terms —
At the measurement date of March 31, 2015, the following
employees were covered by the benefit terms:

Inactive employees or beneficiaries
currently receiving benefits 39

Inactive employees entitled to but

not yet receiving benefits 44
Active employees 78
161

Contributions -

The GMEBS Board of Trustees adopts an actuarial funding policy
for determination of annual contributions and the systematic
funding of liabilities arising under the Plan. The annual
minimum contribution i1s the sum of 1) the normal cost
(including administrative expenses), 2) the closed level
dollar amortization of the wunfunded actuarial accrued
liability over a period that ranges from 10 to 30 years based
on the funding policy adopted by the GMEBS Board of Trustees,
and 3) interest on these amounts from the valuation date to
the date contributions are paid (assumed monthly).

The annual recommended contribution is the greater of 1) the
minimum contribution described above and 2) normal cost
(including administrative expenses) with interest, adjusted
by a full funding credit to ensure that contributions are not
required 1If a plan®s assets exceed the present value of
future benefits.

Net Pension Liability (Asset) -

The City’s net pension liability (asset) was measured as of
March 31, 2015, and the total pension liability used to
calculate net pension liability (asset) was determined by
an actuarial valuation as of that date.
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(7) PENSION PLAN (Continued):
Actuarial Assumptions -
The total pension liability as of March 31, 2015, actuarial

valuation was determined using the following actuarial
assumptions, applied to all periods 1included 1i1n the

measurement:
Inflation 3.25 percent
Salary iIncreases 3.25% plus service based merit

increases

Investment rate of return 7.75 percent, on-going basis,
based on long-term expected rate of
return on pension plan investments

Cost-of-Living Adjustment 0.0 percent

The mortality and economic actuarial assumptions used iIn the
July 1, 2015 valuation were approved by the Board 1in
December, 2014 based on the results of an actuarial
experience study for the period January 1, 2010 through
June 30 2014 conducted by Segal Consulting, the Plan®s
actuaries.

The RP-2000 mortality tables were determined to contain
sufficient provision appropriate to reasonably reflect
future mortality improvement, based on a four-year review
of mortality experience for the period January 1, 2010 to
June 30, 2014. Mortality experience will be reviewed
periodically and updated if necessary.

The long-term expected rate of return on pension plan
investment was determined using a building-block method in
which best-estimate ranges of expected future real rates of
return (expected returns, net of pension plan iInvestment
expense and inflation) are developed for each major asset
class. These ranges are combined to produce the long-term
expected rate of return by weighting the expected future
real rates of return by the target asset allocation
percentage and by adding expected inflation. The
difference between the resulting rate and the rate on the
ongoing basis is a margin for adverse deviation.
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(7) PENSION PLAN (Continued):

Best estimates of arithmetic real rates of return for each
major asset class included In the pension plan®s target asset
allocation as of March 31, 2015 are summarized 1iIn the
following table:

Long—-Term Expected Target
Asset Class Real Rate of Return Allocation

Domestic Equity 5.95% 50%
International equity 6.45% 15%
U.S. Fixed income 1.55% 25%
Real estate 3.75% 10%
Short-term securities 0.00% -%
100%

The discount rate used to measure the total pension liability
was 7.75 percent.

Changes iIn the Net Pension Liability

Increase (Decrease)

Total Pension Plan Fiduciary Net Pension
Liability Net Position Liability
@ (D) (a-b)
Balance at 3/31/2014 $ 7,059,543 $ 5,181,269 $ 1,878,274
Changes for the year:
Service cost 189,965 - 189,965
Interest 536,323 - 536,323
Differences between
expected and actual
experience (32,501) - (32,501)
Changes i1n assumptions (136,407) - (136,407)
Contributions-employer - 382,655 (382,655)
Net investment income - 506,324 (506,324)

Benefit payments,
including refunds of
employee contributions (278,484) (278,484)

Administrative expense (13,555) 13,555
Net changes 278,896 596,940 (318,044)
Balance at 3/31/2015 $ 7,338,439 $ 5,778,209 $ 1,560,230
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(7) PENSION PLAN (Continued):
Sensitivity of the net pension liability (asset)to changes in

the discount rate -

The following presents the net pension liability (asset) of
the City calculated using the discount rate of 7.75
percent, as well as what the net pension liability (asset)
would be 1f it were calculated using a discount rate that
iIs one-percentage-point lower (6.75 percent) or one-
percentage-point higher (8.75 percent) than the current

rate.
Current
1% Decrease Discount Rate 1% Increase
(6.75%) (7.75%) (8.75%)

Net pension
liability (asset) $2,377,625 $ 1,560,230 $ 866,298

Pension expense -
For the year ended December 31, 2015, the City recognized
pension expense of $258,229.

Deferred outflows of resources and deferred inflows of
resources -
For the year ended December 31, 2015, the City reported
deferred outflows of resources and deferred inflows of
resources related to pensions from the following sources:

Deferred Deferred
Outflows of Inflows of
Resources Resources
Differences between expected
and actual experience $ - $ 21,668
Change in assumptions - 90,938
Net difference between projected
and actual earnings on pension
plan investments - 81,012
Contributions subsequent to the
measurement date of March 31,2015 * 297,245 -
Total $ 297,245 $ 193,618

* This amount will be recognized as a reduction (increase) to
net pension liability (asset) in the following measurement
period.

Amounts reported as deferred outflows of resources and
deferred inflows of resources related to pensions will be
recognized iIn pension expense as follows:
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(7) PENSION PLAN (Continued):

Year ended December 31,2016 $ (76,556)
2017 (76,556)
2018 (20,253)
2019 (20,253)

$ (193,618)

In the table shown above, the amounts will decrease pension
expense In the years indicated.

DEFINED CONTRIBUTION PLAN:
Plan Description -

The City maintains a defined contribution plan through the
Georgia Municipal Employees Benefit System (GMEBS) covering
all full-time employees with at least one year of service.
The plan is a 457(b) plan for the contributions of all
eligible employees combined with a 401(a) plan that allows
the City to match contributions on behalf of the employees.
Employees may elect to contribute a percentage of their
salary up to the limits set forth by the Internal Revenue
Service. The City then matches those contributions 100% up
to 4%. In addition, employees vest 20% each year and are
100% vested after 5 vyears of service. Employee and
employer contributions during the year ended December 31,
2015 were approximately $104,095 and $68,830,
respectively. Employer 401(a) expense was reduced by $1,992
in TfTorfeitures throughout the year. As of December 31,
2015, there were no outstanding payables to the defined
contribution plans.

(8) RISK MANAGEMENT:

The City i1s exposed to various risks of loss related to torts;
theft of, damage to and destruction of assets; errors and
omissions; natural disasters; and iInjuries to employees. The
City’s policy i1s to purchase commercial insurance for i1ts risk
related to the above losses. The risks covered by commercial
insurance include general liability, errors and omissions, and
property and casualty losses, with a minor deductible payable
by the City. Settled claims have not exceeded coverage for the
three years ended December 31, 2015, 2014, and 2013.
Deductibles for which the City was responsible amounted to
$2,508, $7,251, and $16,448, for the same three years,
respectively.

The City also manages its risk of loss related to injuries to
employees through the purchase of commercial workers”
compensation insurance. Payment of eligible claims is based on
statutory requirements, and the City has no deductible in
connection with claims paid.
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(9) LITIGATION:
The City is also the defendant iIn certain other legal actions
which are being vigorously defended.

It is the opinion of management and legal counsel that none of
the aforementioned proceedings will have a material effect on
the financial position of the City.

(10) COMMITMENTS:
At December 31, 2015, the City has construction commitments in
the amount of $5,108,895, with $2,341,182 unpaid on these
contracts.

(11) HOTEL/MOTEL LODGING TAX:

The City of Fort Oglethorpe, Georgia, levies a 6% lodging tax, of
which 3% is required to be spent for tourism and development,
as authorized in Georgia code OCGA 48-13-51. A summary of the
transactions for the year ended December 31, 2015, 1is as

follows:
Lodging tax — 6% $ 63,318
Disbursements for tourism
and development $ 31,659

(12) JOINT VENTURE:

Under Georgia law, the City, in conjunction with other cities and
counties in the elev