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_ PATTERSON, HARDEE & BALLENTINE, P.C.
(‘. : Certified Public Accountants

INDEPENDENT AUDITOR'S REPORT

Board of Mayor and Commissioners
City of Fairview, Tennessee

Report on Financial Statements

We have audited the accompanying financial statements of the governmental activities and each major fund of
the City of Fairview, Tennessee ("City"} as of and for the year ended June 30, 2015, and the related notes to
the financial statements, which collectively comprise the City's basic financial statements as listed in the table
of contents,

Management’s Responsibility for the Financial Statements

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

Auditor's Responsibility

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

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

Opinions

in our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities, and each major fund of the City of Fairview, Tennessee, as of
June 30, 2015, and the respective changes in financial position and the respective budgetary comparisons for

( the General Fund, the Facilities Fund, and the Drug Fund for the year then ended in accordance with accounting
principles generally accepted in the United States of America.

188g General George Patton Drive, Suite 200 Franklin, TN 37067 phone: 615-750-5537 fax: 615-750-5543




Emphasis of Matter

The accompanying financial statements have been prepared assuming that the City will continue as a going
- concern. As discussed in Note 1 to the financial statements, the City has suffered deficit fund balances and
slow recovery in revenue that raise substantial doubt about its ability to continue as a going concern. The City's
plans in regard to these matters. are also described in Note 1. The financial statements do not include any
adjustments that might resuit from the outcome of this uncertainty. Gur opinion-is not modified with respect to
that matter.

As described in Note 14 to the financial statements, in 2015 the City recorded a prior period adjustment relating
_ to the initial establishment of the net pension asset (liability) and the recording of employer contributions. Our
apinion is not medified with respect to that 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 4 through 10, Schedule of Changes in Net Pension: Liability (Asset) and
Related Ratios Based on Participation in the Public Employee Pension Plan of TCRS on page 42, Schedule of
Contributions Based on Parficipation:in the Public Employee Pension Plan of TCRS on page 43, 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 genérally accepted in the United Stales 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 ihe information because the limited procedures do not provide uUs with SLlffiCIent ewdence to
express.an opinion of 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 Fairview, Tennessee's hasic financial statements. The introductory section, the schedule
of changes in properly tax receivable and the schedule of expenditures of federal awards are presented for
purposes of additional analysis and are not a required part of the basic financial statements. .

The schedule of changes in property tax-receivable and the schedule of expenditures of federal awards are the

- responsibility of management and were derived-from and relate directly to the underiying accounting and other
records used to prepare the basic financial statements. Such information has been subjected to the auditing

~ procedures applied in the audit of the basic financial statements and certain additional procedures, including
comparing and reconciling -such-information directly to the underlying accounting and other records used to
prepare the basic financial statements or:to the basic financial statements themselves, and other additional
procedures in accordance with auditing standards generally accepted in the United States of America. In our .
.opinion, the schedule of changes in property tax receivable and the schedule of expenditures of federal awards
are fairly stated, in all material respects, in relation to the basic financial statements as a whole.

The introductory section has not been subjected to the auditing procedures applied in the audit of the basic
financial statements and; accordingly, we do hot express an opinion or provide any assuirance on if.

Implementation of New Accounting Standards

As disclosed in Note 1 of the financial statemerits, the City of Fairview implemented GASB Statement No. 68,
- Accounting and Financial Reporiing for Pension — an amendment of GASB Statement No. 27 during the fiscal
year 2015,




Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated October 23, 2015,
on our consideration of the City of Fairview, Tennessee's internal control aver financial reporting and on our
tests of its compliance with certain provisions of laws, regulations, contracts, and grant agreements and other
matters. The purpase 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 the internal control
over financial reporting or on compliance. That report is an integral part of an audit performed in accordance
with Government Audiling Standards and should be considered in assessing the City’s internal control over
financial reporting and compliance.

October 23, 2015




CITY OF FAIRVIEW, TENNESSEE
MANAGEMENT'S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JUNE 30, 2015

As management of the City of Fairview, Tennessee ("City"), we offer the readers of the City's financial
statements this narrative overview and analysis of the financial activities of the City for the fiscal year ended
June 30, 2015.

~ Management's Discussion and Analysis {MD&A) focuses on current year activities and resulting changes.
Please consider the information presented in conjunction with the City's financial statements {pages 11-13).

FINANCIAL HIGHLIGHTS
The following are key financial highlights.

+ . Net Position. Government-wide assets and deferred outflows of resources of the City of Fairview
exceeded liabilities and deferred inflows of resources at the close of the most recent fiscal year hy
$19,785,039. Of this amount, $415,605 (unrestricted} may be used to meet the City's ongoing obligation
to ¢itizens and creditors.

+  Fund Balances. At June 30, 2015, the City's government funds reported combined ending fund
balances of $522,220 or a decrease of $417,961.

+  General Fund - Fund Balance. At June 30, 2015, the fund balance for the General Fund was
$368,042, or 6.7% of total general fund expenditures.

+ Debt. The City's total debt decreased by a net of $446,563 during the year ended June 30, 2015.

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis serves as an introduction to and should be read in conjunction with the financial
statements and supplementary information. The MD&A represents management's examination and analysis
of the City's financial condition and activities. Summary financial statement data, key financial and operational
indicators, budget and other management iools were used for this analysis. The City's basic financial
statements commprise three -components: 1) dgovernment-wide financial statements, 2) fund financial
statements, and 3) notes to the financial statements. This report also contains other supplementary
information to the basic financial statements themselves.

Government-wide financial statements. The government-wide financial statements are designed to provide
readers with a broad overview of the City's finances, in a manner similar to a private-sector business.

The Statement of Net Position presents the financial position of the City on a full accrual, historical cost basis.
The Statement of Net Position provides information on the entire City's assets and liabilities, with the
difference between the two reported as net position. Over time, increases or decreases in net position may
serve as a useful indicator of whether the financial position of the City Is improving or deteriorafing.

The Statement of Activities presents information showing how the government's net position changed duting
the most recent fiscal year. All changes in net position are reported as soon as the underlying event giving
" rise to the change occurs, regardless of the timing of related cash flows. Thus, revenues and expenses are
reported in this statement for some items that will only result in cash flows in future fiscal periods (e.g.,
uncollected taxes and earned but unused vacation leave).

Both of the government-wide financial statements distinguish functions of the City that are principally
supported by taxes and intergovernmental revenues {(governmental activities) from other functions that are
intended to recover all or a significant portion of their costs through user fees and charges {business-type
activities). The governmental activities of the City include general government, public safety, streets, drug
enforcement, and parks and recreation. The City does not have any distinguished business-type activities.

The government-wide financial statements can be found on pages 11 - 13 of this report.




CiTY OF FAiRV[EW, TENNESSEE
MANAGEMENT'S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JUNE 30, 2015

* Fund financial statements. A fund is a grouping of related accounts that is used to maintain control over
resources that have been segregated for specific aclivities or objectives. The Cily, like other state and local
governments, uses fund accounting to ensure and demonstirate compliance with finance- relaied legal
requirements. All of the funds of the City can be classified as governmental funds.

Governmental funds. Governmental funds are used to account for essentially the same functions reported
as governmental activities in the government-wide financial statements. However, unlike the government-
wide financial statements, governmental fund financial statements focus on near-term inflows and outflows of
spendable resources, as well as balances of spendable resources available at the end of the fiscal year, Such
information may be useful in evaluating a government's near-term financing requirements.

. Because the focus of governmental funds is narrower than that of the government-wide financial statements,
- it is useful to compare the information presented for governmental funds with similar information presented
for governmental activities in the government-wide financial statements. By doing so, readers may better
" understand the long-term impact of the government's near-term financing decisions. Both the governmental
fund balance sheet and the governmental fund statement of revenues, expenditures, and changes in fund
‘balances provide a reconciliation to facilitate this comparison between governmental funds and governmental
activities.

The City maintains three individual governmental funds.' Information is presented separately in the
governmental fund balance sheets and in the governmental fund statements of revenues, expenditures, and
changes in fund balances for the general fund, the facilities fund, and the drug fund all of which are considered
to be major funds.

The governmental fund financial statements can be found on pages 14 - 17 of this report.

Budget to Actual Comparison. The City adopts an annual appropriations budget for its governmental funds.
Budgetary comparison statements have been provided for the funds to demonstrate comphance with the
budget.

The budget to actual comparison for the three major govemmental funds can be found on pages 18 - 24 of
this report. ,

. . Notes to the financial statements. The notes to the financial statements provide required disclosures and
" other information that are essential to a full understanding of material data provided in the government-wide
and fund financial statements. The notes present information about the City's accounting policies, significant
account balances and activities, material commitments, contingencies and subsequent events, if any. )

The notes to financial statements can be found on pages 25 - 41 of this report.

- Other Information. Included in Required Supplementary Information is the City's progress in funding its
obligation to provide pension benefits to its employees. The Schedule of Changes in Net Pension Liability
(Asset) and Related Ratio Based on Participation in the Public Employee Pension Plan of TCRS can be found
on page 42 of this report. The Schedule of Coniributions Based on- Part[mpation in the Public Employee
Pension Plan of TCRS can be found on page 43 of this report.

A supplementary schedule showing the changes in property tax receivable is presentéd immediately following
the required supplementary information on pension benefits,. The Schedule of Changes in Property Tax
Receivable can be found on page 44 of this report.




CITY OF FAIRVIEW, TENNESSEE
MANAGEMENT'S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JUNE 30, 2015

GOVERNMENT-WIDE FINANCIAL ANALYSIS

As noted earlier, net position may serve over time as a useful indicator of a government's financial position.
in the case of the City of Fairview, assets and deferred outflows of resources exceeded liabilities and deferred
inflows of resources hy $19,785,039 as of June 30, 2015,

City of lfairview, Tennessee
Government-wide Financial Statement
Net Position - Governmental Activities

June 30, 2015 and 2014
2015 2014
Assets: _ ;
Current and other assels : ' $ 3,050,223 % 2,258,177
Capital assets, net of depreciation ' 21,849 969 22,728,508
Tolal Assets - . o 24,900,192 24 986,685
Deferred Outflows of Resources , : 176,148 -
Total Assets and Deferred Outflows of Resources : $ 25,076,340 $ 24,986,685
Liabilities:
Long-term liabilities ' ‘ $ 2,989,053 $ 3,361,075
Other liabilities 311,294 112,287
Total Liabilities : 3,300,347 3,473,362 .
Deferred Inflows of Resources _ 1,990,954 1,087,000
Net Position: : :
Net investment in capital assets S 19,025,210 19,457,186
Resftricted assets ' 344,224 362,676
Unrestricted ) 415,605 _ 606,461
Total Net Position . ' 19,785,039 20,426,323 .
-Total Liabilities, Deferred Inflows of Resources and Net Position $ 25,076,340 $ 24,986,685

By far the largest portion of the City's net position (86%) reflects its investment in capital assets (e.g., land,
buildings and equipment) less any outstanding, related debt used to acquire those assets. The City uses these
capital assets to provide services to citizens; consequently these assets are not available for future spending.
“Although the City's investment in its. capital assets is reported net of related debt, it should be noted that the
resources needed to pay this debt must be provided from other sources, since the capital assets themselves
cannot be used o liguidate the liahilities. :

‘At year end, 98% of the City's government-wide net position represented resources that are subject to
restrictions on how they may be used. The remaining balance of unrestricted net position of $415,605 may be
used to meet the government's ongoing obligations to citizens and creditors.

At Juné 30,2015, the City is able to report positive balances in all categories of fund balances.




CITY OF FAIRVIEW, TENNESSEE
MANAGEMENT'S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JUNE 30, 2014

City of Fairview, Tennessee
Government-wide Financial Statements
Changes in Net Position
For the Years Ended June 30, 2015 and 2014

Governmental Activities

_ 2015 2014
REVENUES:
Program revenues:
Charges for services $ 334615 $ 444,839
Operating grants and contributions ' 413,252 415,948
General revenues: : .
Property taxes ' 1,076,809 1,037,993
Sales taxes C 1,720,005 1,365,200
Beer / liquor taxes : Lo 283,146 263,119
Business taxes : 99,692 82,123
Franchise taxes ' 156,189 132,675
Occupancy taxes 7,458 6,307
Intergjovernmental revenues 1,031,316 830,591
Building permit fees e ‘ 66,201 41,850
Interest 6,803 9,702
(Gain on sale of assets ' 32,646 11,691
Other revenues : 73,857 28,827
Total revenues S 5,301,989 4,670,865
EXPENSES:
General government:
General government ' : 2,410,446 2,470,961
Finahce administration ‘ 153,059 153,396
City court ‘ 104,414 109,381
Codes - 190,449 184,732
Public safety ' ' 2,300,174 2,169,308
Fleet maintenance B 200,374 239,625
State street aid . 52,201 238,315
Streets and roads . 230,937 50,828
Parks o 263,103 265,819
Pension expense o 110,598 .
Interest on long-term debt : 79,426 55,730
Total expenses - 5,085,181 5,938,095
Change in net position . ‘ (793,192) (1,267,230)
Net position, July 1, 2014, before restatement 20,426,323 21,693,553
Prior period adjustment _ - 161,908 -
Net position, July 1, 2014, as restated 20,578,231 21,693,553
Net position, June 30, 2015 - $ 19,785,039 $ 20,428,323




S

CITY OF FAIRVIEW, TENNESSEE
MANAGEMENT'S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JUNE 30, 2015

GOVERNMENTAL FUNDS FINANCIAL ANALYSIS

- As previously noted, the City uses fund accounting to ensure and demonstrate compliance with finance
related legal requirements. ' :

City of Fairview, Tennessee
Fund Financial Statements
Changes in Fund Balances of Governmental Funds
For the Years Ended June 30, 2015 and 2014

_ 2015 2014
REVENUES:

General revenues: )
Taxes . ' : ‘ 3 3,351,734 3 2,915,198
Licenses and permits : 79,059 52,789
Fines and fees - 223,228 369,272
Intergovernmental revenues : : 1,444,568 1,221,633
Other N o . 77,653 33,407

Total general revenues . . 5,176,242 4,592,299

Facilities tax 66,238 41,934

Drug fund 61,178 56,043
Total revenue. _ 5,303,658 4,690,276

EXPENDITURES:

General government : 1,371,343 1,639,617

Finance administration ‘ 162,634 _ 153,396

City court " 109,093 109,381

Codes administration ' 200,191 184,732

Public safety ' _ 2,409,285 2,183,612

Fleet maintenance : . 200,374 239,625

Drug fund o . ' 121,228 17,044

State street aid ‘ 58,925 306,328

Highways and streets : 242,284 50,828

Parks and recreation - 320,273 . 357,271

Debt service™ . ‘ 525,989 281,858
Total expenditures . _ 5,721,619 5,393,502

Decrease in fund balance (417,861) {703,316)

Fund balances . July 1, 2014, before restatement 940,181 1,690,616

Prior period adjustment - (47,119)

Fund balances - as restated - _ 940,181 1,643,497

Fund balances - June 30, 2015 $ 522,220 $ 940,181




CiTY OF FAIRVIEW, TENNESSEE
MANAGEMENT'S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JUNE 30, 2015

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

As of the end of the current fiscal year, all the City's governmental funds reported a combined ending fund
balance of $522,220, a decrease of $417,961 from the previous year. Of the total $522,220 balance, $36,347
is nonspendable. Another $190,046 is restricted for use in the State Street Aid Fund, which provides for paving
and maintenance of streets, $63,682 is restricted to use within the Drug Fund and $90,496 is restricted for
- the Facilities Fund. Also, $7,119 is committed for capital projects, $533 462 is committed for schools,
$165,585 is committed for parks, $97,440 is committed for the free bank fund and $66,368 is committed for
* the bond fund. The City restiicted and committed more governmental funds than it had at June 30, 2015,
resulting in a negative unassigned balance of $728,325. As a measure of the general fund's liquidity, it may
be useful fo compare the unassigned fund balance to the fund's expenditures. However, the negative
unassigned fund balance {$728,325) represents none of the general fund's expenditures.

Fund Budgetary Highlights

Budget projections exceed actual revenue by $110,583 in the General Fund and $14,762 in the Facilities
Fund. The Drug Fund's budgeted projections of revenues were less than actual revenue by $41,148.

Actual expenditures exceed budget projections by $179,617 in the General Fund and budget projections
exceed actual expenditures by $1,822 in the Drug Fund.

Capital Asset and Debt Administration

Capital Asset. At the end of fiscal year 2015, the City had $21,849,969 (net of accumulated depreciation)
invested in a broad range of capital assets, compared to $22,728,508 at the beginning of the year. This total
includes land, land improvements; buildings, equipment and street system infrastructure. The total decrease
in the City's investment in capital assets for the current period amounted to $878,539 (net).

Maior capital assets purchased during the current fiscal year include the following:

Five new vehicles

Asnow plow

A dump trailer

Police in-car camera and laptop

s 8 S5 ©

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

Long-term Liabilities. At the fiscal years ending June 30, 2015 and 2014, the City had total long-term
liabilities outstanding of $2,989,053 and $3,361,075 respectively. Of this amount, $2,824,759 is comprised of
debt and capital leases in the general fund and backed by the full faith and credit of the City.

City of Fairview - L.ong-term Liabilities
Government-wide Financial Statements
June 30, 2015 and 2014

2015 . 2014
General Obligations Debt and Caplta{ L ease Obllgatlons 5 3,271,322 $ 2,373,471
Less: paymenis . {448,563) (226,128)
Add: additions ' , - 1,123,979
Subtotal 2,824,759 3,271,322
Compensated absences _ 164,294 80,753
$ 2,989,053  $ 3,361,075




CITY OF FAIRVIEW, TENNESSEE
MANAGEMENT'S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JUNE 30, 2015

Additional information on the City's long-term liabilities can be found in Note 5 of this report.

Economic Factors and New Year's Budget and Rates

Factors considered in preparation of the Cily's budget for thé 2015/2016 fiscal year include the following:

The City remains conservative in budget projections and is usmg htstoricai data to establish a baseline
budget for the 2015/2016 budget.

Legislated stabilizations plans and fund balance policies are bemg implemented. Legislative plans for
FY 15/16 are fo establish a cash management policy.

The City's debt restructure plan developed the City's registered financial advisors, Cumberiand
Securities Company, Inc., is in the last stages of implementation. Standard & Poor's rated the City as
“A/Stable”. Raymond James & Associates, Inc. won the bid with a TIC of 2.499079 on the August 3,
2015 bond sale. This restructure aids in cash flow issues, lowers overall interest rates, and lessons
interest rate risk with a fixed rate on all debt.

Revenue shortfalls have been addressed with a $.365 property tax increase and permit fee upgrades,

~additionally, conducting a special census and impact fee possibifities are being considered.

Requests for inforimation

This financial report is designed to provide a general overview of the City of Fairview's finances. Questions
concerning any of the information provided in this report or requests for additional financial information should
be addressed to either of the following: '

City of Fairview

Aitn: Financial Director

P. O. Box 69

Fairview, Tennessee 37082

City of Fairview

Attn: City Manager

P. 0. Box 69

Fairview, Tennessee 37062

10
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CITY OF FAIRVIEW, TENNESSEE
STATEMENT OF NET POSITION
JUNE 30, 2015

ASSETS AND DEFERRED QUTFLOWS OF RESOURCES

Governmental
Activities
Assets:
Cash and cash equivalents . 3 501,939
Property tax receivable S 1,738,637
Intergovernmental revenue receivable 313,228
Grant receivable - 36,546
Prepaid items : 36,347
Net pension asset ' 325,628
Capital assets, not being depreciated:
~ Land 2,492 600
Capital assets, net of accumulated depreciation '
Capital assets, net of depreciation 19,357,369
Total assets o ‘ 24,900,192
Deferred Quiflows of Resources:
Deferred employer contributions to pension plan : 176,148
Total deferred outflows of resources 176,148
Total assets and deferred outflows of resources $ 25,076,340

See accompanying notes to financial statements.
11




CITY OF FAIRVIEW, TENNESSEE
STATEMENT OF NET POSITION
JUNE 30, 2015

LIABILITIES, DEFERRED INFLOWS OF RESCURCES AND NET POSITION

Governmental
Aclivities
Liabilities:
Accounts payable IR : $ 290,591
Other payables 20,703
Long-term liabilities:
Compensated absences 164,294
Due within one year 460,232
Due heyond one year 2,364,627
Total liabilities 3,300,347
Deferred |nflows of Resources:
Deferred pension investment earnings 291,454
Deferred current propery taxes 1,699,500
Total deferred inflows of resources 1,990,954
Net Position:
Net investment in capital assets 19,025,210
Restricted for: :
State street aid 190,046
Drug enforcement 63,682
Facilities 80,496
Unrestricted 415,605
Total net position 19,785,039
Total liabilities, deferred inflows of resources and net position % 25,076,340

See accompanying notes to financial statements,
12




Functions / Programs:

Primary government:

Governmental activities:
General government
Finance administration
City court
Codes
Police department
Fire department
Public health
Traffic
Fleet maintenance
State sirest aid
Streets and roads
Parks
Tree bank fund
Pension expense

Interest on long-term debt
Total Governmental Activities

General revenues:
Taxes:

Property taxes
Sales taxes
Beer / liguor taxes
Business taxes
Franchise taxes
QOccupancy taxes

Intergovernmental revenues

Building permit fees
Interest
Gain on sale of asseis
Other

Total general revenile

Change in net position
Net position - July 1, 2014

Prior period adjustment

CITY OF FAIRVIEW, TENNESSEE

STATEMENT OF ACTIVITIES

FOR THE YEAR ENDED JUNE 30, 2015

Expenses

$ 2,410,446

153,059,

104,414
190,449
4,432,550
852,615
15,000

200,374
52,201
230,937
263,103
110,598
79,426

Net (Expanse)
Revenue and

. Changesin
Pragram Revenues Net Position

Charges
For
Services

Operating Capital Grants
Grants and and Governmantal
Contributions Coniributions Activities

3 -

79,059
164,008

91,548

$ 129,824

$ (2,280,622)

- - (74,000)

- - 59,604

, - - (190,449)
58,814 - (1,282,197)
14,400 - (838,215)
- - (15,000)

&5
v

- - {200,374)
210,214 - 158,013
- - (230,937)
- .- (263,103)

- ' - (110,598)

- (79,426)

8,005,181

334,815

413,252 - (5,347,314

Net assets - July 1, 2014, as restated

Net position - June 30, 2016

13

1,076,809
1,720,005
283,148
99,692
166,189

7,458
1,031,316
66,201

6,803

32,646
73857
4,554,122

(793,192)

20,426,323

151,908
20,578,231

_$ 19,785,039

See accompanying notes to financial statements.




CITY OF FAIRVIEW, TENNESSEE

BALANCE SHEET
GOVERNMENTAL FUNDS
JUNE 30, 2015
Total
Facilities Governmentai
General Fund Drug Fund Funds
ASSETS
Cash and cash equivalents ] 44?,341 $ 90496 $ 64102 B 601,939
Receivables: -
Property faxes 1,736,537 . . .. - - 1,736,537
- Intergovernmental 313,226 _ - - 313,226
Grants 36,546 - - 36,546
Prepaid items 36,347 - - 36,347
Total assets $2,569,997 $ 90496 $ 64,102 $ 2,724,595
LIABILITIES
Accounts payable $ 200171 $ - $ 420 3, 290,591
Other payables 20,703 : - - 20,703
Compensated absences 164,204 - - 164,294
‘Total liabilities 475,168 . - 420 475,588
DEFERRED INFLOWS OF RESOURCES - '
Deferred delinquent property taxes 27,287 - - 27,287
Deferred current property taxes - 1,689,500 - - 1,699,500
Total deferred inflows of resources 1,726,787 _ - - 1,726,787
FUND BALANCES
Fund balances: ‘
Nonspendable 36,347 . - - 36,347
Restricted for: )
State street aid 190,046 ‘ - - 190,046
Drug enforcement - - 63,682 63,682
. Faciiities - 90,496 - - 90,496
Committed for:
Capital projects 7,119 ' - - 7,119
Schools 533,462 _ - - 533,462
Parks 165,585 - - 166,585
Tree bank fund 97,440 - - 97,440
Bond fund 66,368 - - 66,368
Unassigned , (728,325) : - - (728,325)
- Total fund halances 368,042 00,496 63,682 522,220
Total liabilities, deferred inflows o ,
- of resources and fund balances $2,560997 % 90496 $§ 64102 $ 2724595

See accompanying notes to financial statements.
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CITY OF FAIRVIEW, TENNESSEE
RECONCILIATION OF THE BALANCE SHEET OF GOVERNMENTAL FUNDS
TO THE STATEMENT OF NET POSITION
JUNE 30, 2015

Total governmental funds balances 3 522,220

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

- Capital assets used in governmental activities are not financial resources and,
therefore, are not reported in the governmental funds:
- Capital assets, net of accurulated depreciation of $16,083,445 21,849,969

- Long-term liabilities, including bonds payable, are not due and payable in the
current period and, therefore, are not reported in the government funds:
General long-term debt payable : (2,824,759)

In accordance with GASB 68, the net pension asset (liability), deferred outflow
-.of resources, and deferred inflow for resources are recorded on the Statement
of Net Position and not reported in the governmental funds:

Net pension asset (liability) _ . 325,628
Deferred employer contributions to pension plan ‘ ‘ ‘ 176,148
Deferred pension investment earnings ' {291,454)

- Other long-term assets are not available to pay for current-period expenditures
- and current-period expenditures and, therefore, are deferred in the governmental
funds. . - o : 27,287

Net position of governmental activities $ 19,785,039

See accompanying notes to the financial statements.
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CITY OF FAIRVIEVY, TENNESSEE

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES

Revenues
Taxes
Licenses and permils
Fines and fees
Intergovernmental
Uses of money and property
Other
" Tolal revenues . .

Expenditures

Current:
General government
Finance administration
City court
Codes administration
Pdlice department
Fire depariment
Public health
State street aid
Highways and streets
Parks and recreation
Traffic
Fleet maintenance

~ Debtservice
- Total expendilures

Excess (deficiency) of revenues
over expenditures

Net change in fund balance
Fund balance - July 1, 2014

Fund balance - June 30, 2015

GOVERNMENTAL FUNDS

FOR THE YEAR ENDED JUNE 30, 2015

Total
Governmental

General Facllities Fund Drug Fund Funds
$ 3,351,734  $ - - $ 3,351,734
79,059 g . - 79,059
223,228 - 28,493 251,721
1,444,568 - ' 1,444,568
- 66,238 - 66,238
77,653 R 32,685 110,338
5,176,242 66,238 61,178 5,303,658
1,371,343 - - 1,371,343
162,634 S - 162,634
109,003 S - 109,093
200,191 . - 200,191
1,497,693 L - 121,228 1,618,921
893,163 a s K - 893,163
15,000 SR - 15,000
58,925 - - 58,925
242,284 - - 242,284
320,273 - - 320,273
203,803 - - 203,803
444 989 81,000 - 525,989
5,519,391 © 81,0000 121,228 5,721,619
(343,149) (14,762) (60,050) (417,961)
(343,149) (14,762) (60,050) (417,961)
741,191 105,258 123,732 940,181
$ 368,042 § 90,496 63682 § 522220

See the accompanying hotes to the financial statements.
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CITY OF FAIRVIEW, TENNESSEE
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND
BALANCES OF THE GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JUNE 30, 2015

Net change in fund balance - governmental funds $ (417,961)

~_Amounts reported for governmental activities in the Statement of Activities are
different frorn amounts reported for governmental funds in the Statement of
. Revenues, Expenditures and Changes in Fund Balances because:

Governmental funds feport capital outlays as expenditures, however, the cost

of those assets is allocated over their estimated useful lives and reported as

.depreciation expense for governmentat activities on the Statement of Activities:
Acquisition of capital assets 164,770
Depreciation expense (1,043,309)

Revenues in the Statement of Activities that do not provide current financial
- resources are not reported as revenues in the governmental funds.
Change in deferred delinguent property taxes ‘ (1,669)

In accordance with GASB 68, pension expense was récorded for the
governmental activities on the Statement of Activities. However, it is
not reported as an expenditure for the governmentat funds. (110,598)

Employer contributions reperied on governmental funds as - _
expenditures but, in accordance with GASB 68, reported as deferred )
outflows of resources on the Statement of Net Position, 169,012

L.oan proceeds provide current financial resources to governmental funds, but
issuing debt increases long-term liabilities in the Statament of Net Position.
Repayment of debt principal is an expenditure in the governmental. funds, but
reduce liahilities in the Statement of Net Position:

General obligation loan payments | 188,682
Capital lease payments . . 257,881
Change in net position - governmental activities - $ (793,192)

See the accompanying notes to the financial statements.
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CITY OF FAIRVIEW, TENNESSEE
"~ STATEMENT OF REVENUES, EXPENDITURES AND CHANGES

IN FUND BALANCE - BUDGET AND ACTUAL
GENERAL FUND
FOR THE YEAR ENDED JUNE 390, 2015

- Budget
Revenues; ' Original Final Actual
Taxes: : :
. Real estate taxes $ 1,117,000 . % 1,117,000 ° $ 1,078,478
- Wholesale beer tax ' 200,000 200,000 217,409
. Wholesale liquor tax 60,000 60,000 65,737
Local sales tax - trustee - ) 1,900,000 1,800,000 1,720,005
Cable TN franchise tax ' 100,000 "~ 400,000 97,453
- Natural gas franchise tax ‘ 45,000 - 45,000 58,736
Business tax -trustee o 85,000 - : 85,000 . 99,692
- Occupancy tax. - s 6,800 © 8,800 7,458
Interest and penalty ’ 8,925 8,825 6,766
Total taxes - : - C 3,622,725 3,522,725 . . 3,351,734
Licenses and Permits: ‘ : S
" Building, electrical and plumbing permits 40,000 40,000 69,105
" Fees-appeals 350 + 350 -
Other permits . 2,500 - 2,500 2,115
Sign permits - - ' 2,750 © 2,780 1,474
Contractor license 1,000 1,000 1,150
Beer and liguor licenses : 5,600 5,500 5,215
Total licenses and permits . 52,100 52,100 79,059

Intergovernmental Revenue:

.. State sales tax . ' 583,000 - - 583,000 584,687
State income tax Ce 22,000 22,000 53,708
State beer tax 4,500 - 4,500 3,692

- State gasoline-and motor fuel tax 205,000 205,000 127,842
Gas 3 cent o - -~ 41,643
Gas 1989 B - - - 22,437
Petroleum special e 46,000 16,000 15,749
Excise tax : 5,000 - 5,000 7,481
Telecommunications sales tax ' 750 750 756

© School facilities tax : 135,000 135,000 121,397
GHSO Grant . 45,000 45,000 58,814
Local grants and contributions 255,950 255,950 281,649
TVA in-lieu of tax . 90,000 90,000 89,476
Mixed drink tax ' 10,000 10,000 9,441
Educational incentive pay 8,400 8,400 8,400
State law enforcement ed - ' 14,400 14,400 14,400
Special law enforcement : _ 200 200 2,998
Total intergovernmental revenue 1,395,200 1,395,200 1,444,568

See accompanying notes to finaricial statements,
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CITY OF FAIRVIEW, TENNESSEE
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES
IN FUND BALANCE - BUDGET AND ACTUAL {(CONTINUED)
GENERAL FUND
FOR THE YEAR ENDED JUNE 30, 2015

Budget
Qriginal Final Actual
Fines and fees:

" Process fees for business tax 1,200 1,200 _ 1,570
Subdividing and other fees ‘ 15,000 .- 15,000 3,407
Engineer charges and fees o 3,000 - 3,000 6,825
Miscellaneous fees/charges L 9,250 9,250 14,872
Special program fees 5,000 - 5,000 8,568

* Fees driving school : 10,000 - 10,000 7,970
City court fines and costs 249600 . ... 249,600 164,008
Eventfees - 3,900 o 3,900 8,526

~. Trail fees N 1,850 1,850 4,082
Tree planting fees o - - 3,400

Total fines and fees: 298,800 298,800 223,228
Other revenue:
Bond ordinance reventue : - ) - 68,000

-~ Mowing revenue : 18,000 18,000 5,857

City auction o ' - - 3,796
Total other revenue: 18,000 18,000 77,653

Total revenues . 5,286,825 - 5286825 6,176,242

See accompanying notes to financial statements.
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STATEMENT OF REVENUES, EXPENDITURES AND CHANGES

CITY OF FAIRVIEW, TENNESSEE

IN FUND BALANCE - BUDGET AND ACTUAL (CONTINUED)

GENERAL FUND

FOR THE YEAR ENDED JUNE 30, 2015

‘ Exg'éhdi.tu_re._zs_:

General government:
+ Salaries and wages
Payroll taxes
" . Retirement contributions
Insurance
- Telepheone
Office supplies and postage
Legal and professional
. Utility service -~
" Repairs and maintenance
Other services and charges
Equipment purchases
Data processing
Engineering and architect

Total general government

Finance administration:

Salaries

- Payroll taxes .
Retirement contributions
Insurance

- Printing, postage,-etc.
Dues and memberships
Computer and software

Total finance administration

City court:
© .- Salaries and wages
. Payroll taxes
Retirement contributions
Insurance
Office supplies and postage
Data processing

Other services and charges

Total city court

State street aid:
" Street improvement
Equipment -
Total state street aid

Budget

Original Final Actual
$ 174,307 $ 174,307 $ 149,437
15,774 15,774 12,514
8,258 8,258 4,208
656,983 656,983 686,331
83,000 83,000 74,944
10,800 . 10,800 13,637
52,828 52,828 56,226
63,000 63,000 63,910
6,600 6,600 233,303
10,100 10,100 14,215
8,500 8,500 12,075
14,720 14,720 5,659
34,000 34,000 44,986
1,138,870 - 1,138,870 1,371,343
126,173 126,173 131,120
9,653, 9,653 9,514
9,337 9,337 9,575
324 324 324
6,450 6,450 5,989
1,850 1,850 1,899
4,200 4,200 4,203
157,987 157,987 162,634
98,341 98,341 94,660
7,523 7,523 5,934
5,856 5,856 4,679
360 _ 360 400
2,500 2,500 2,420
3,150 3,150 -
100 100 -
117,830 117,830 109,093
104,000 132,000 46,632
10,000 10,000 12,293
114,000 142,000 58,925

See accompanying notes to financial statements. .
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CITY OF FAIRVIEW, TENNESSEE
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES
IN FUND BALANCE - BUDGET AND ACTUAL (CONTINUED) .
GENERAL FUND
FOR THE YEAR ENDED JUNE 20, 2015

Budget
. Original Final Actual

Codes administration:

" Salaries and wdges : 159,336 159,336 156,266
- Payroll taxes 12,189 . . 12,189 11,677
Retirement contributions 7 10,382 10,382 9,742
Insurance ; 324 - 324 333
Office supplies - : 2,700 2,700 3,008
Equipment 17,000 17,000 14,453
Other B 1,600 1,600 4,712
Total codes administration : 203,531 203,531 200,191

Police department: -

- Salaries - police : 1,217,103 1,217,103 1,231,493
Payroll taxes ' 93,108 . . - 93,108 . 88,249
Retirement contributions : 71,109 71,109 75,357
Insurance ‘ 5,200 - 5,200 5,653
Travel R SRR - 49,114
GHSO grant 2,000 2,000 ) 2,397

. Contractual services : 19,940 19,940 19,385
Repairs and maintenance 1,500 1,500 1,202

" Uniforims and supplies o 28,000 28,000 16,245
Equipment purchases ' ' 8,000 - . 8,000 6,100

. Other services and charges . 6,250 6,250 2,498
Total police department -~ 1,462,210 1,452 210 1,497,693

Fire department:

Salaries and wages . 646,269 . 645,259 665,551
Payroll taxes i 49,362 490,362 47 536
Retirement contributions o : 26,761 - 26,761 40,548
Insurance : 1,956 . 1,956 2,008
Repairs and maintenance 22,500 22,500 24,350

" Supplies - 18,500 “ 1 18,500 14,106
Uniforms 6,000 6,000 2,106

' Building/fequipiment purchases - 81,000 81,000 78,960
- Other services and charges 18,000 - 18,000 18,000
Total fire-department 869,338 . . - 869,338 803,163

Public health:

UtiAIity services : 15,000 15,000 15,000
Total public health . 15,000 15,000 15,000

See accompanying notes to financial statements.
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CITY OF FAIRVIEW, TENNESSEE
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES
IN FUND BALANCE - BUDGET AND ACTUAL (CONTINUED)
GENERAL FUND
FOR THE YEAR ENDED JUNE 30, 2015

Budget
_ Original Final Actual

Highways and streets:

Salaries and wages 195,440 : 195,440 198,401
Payroll taxes. : 14,568 14,568 13,850
Retirement contributions : 13,373 - - 13,373 11,347

" Repairs and maintenance . 11,500 11,500 9,689
Insurance ' 702 702 690
Supplies . : 11,800 11,800 8,307
Total highways and strests - . - 247,383 247,383 242,284

Parks:

. Salaries and wages h 175,881 171,381 173,262

" Payroli taxes o 13,455 13,455 12,067

© Retirement contributions IR 9,624 9,624 10,129
. Insurance 720 : 720 616
Repairs and maintenance | 14,000 34,500 37,458
Building, improvements and equipment 47,500 65,215 58,227
Office supplies 9,700 9,700 7,776

" Events expenses c 13,500 - 13,500 17,954
Other services and charges o 2,100 . 2,100 1,794
Total parks , - _ 286,480 320,195 320,273

Fleet maintenance: S :

" Salaries and wages R 47270 47,270 46,005
Payroll taxes . : 3616 3,616 3,434
Retirement contributions 3,498 3,498 3,429

- Insurance ‘ - 108 - 108 108
Repairs and maintenance 20,000 - : 20,000 22,608
. Gas & Qil 140,000 . 140,000 114,386
" Office supplies R 19,000 18,000 13,833
Total fleet maintenance 233,402 - 233,492 203,803
Debt service _ 522,938 441,938 444,989
Total expenditures ' 5,359,059 5,339,774 5,519,391

~ Excess of revenues under expenditures ) (72,234) - {62,949) {343,149)

Net change in fund balance $  (72,234) $  (52,949) $ (343,149)

Fund balance - July 1, 2014 711,191

Fund balance - June 30, 2015 $ 368,042

See accompanying notes to financial statements.
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CITY OF FAIRVIEW, TENNESSEE
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES

IN FUND BALANCE - BUDGET AND ACTUAL (CONTINUED)
GENERAL FUND
FOR THE YEAR ENDED JUNE 30, 2015

See accompanying notes to financial statements.
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CITY OF FAIRVIEW, TENNESSEE
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES
IN FUND BALANCE - BUDGET TO ACTUAL '
FACILITIES FUND
FOR THE YEAR ENDED JUNE 30, 2015

Budget
_ Original Final Actual
Revenues;
Building permit fees I $ 80,000 $ 80,000 $ 66,201
Interest S 1,000 1,000 37
Total revenues ' 81,000 81,000 66,238
Expenditures;
Debt service o - 81,000 81,000
Total expenditures 7 B - 81,000 81,000
.Excess of revenues over (under)'expenditures 81,000 - : (14,762)
- Net change in fund balance N $ 81,000 $ - $  (14,762)
Fund balance - July 1, 2014 ' 105,258
Fund balance - June 30, 2015 o $ 90,496

See accampanying notes to financial statements.
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CITY OF FAIRVIEW, TENNESSEE
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES

IN FUND BALANCE - BUDGET TO ACTUAL
DRUG FUND
FOR THE YEAR ENDED JUNE 30, 2015

Budget
Original Final Actual
Revenues:

Drug related fines . ‘ ' $ - L% - % 28,493
.. Interest o : -30 30 39
.- Sale of confiscated property 20,000 20,000 32,646
Total revenues. . 20,030 20,030 61,178

Expenditures:
Salaries and wages - - 334
" Repairs and maintenance ‘ 2,000 - . 2,000 170
Building, improvements and equipment 60,000 108,000 112,265
Other services and charges 12,850 . 12,850 8,459
Total expenditures ) _ 74,850 . 122,850 121,228
Excess of revenues over (under} expenditures (54,820} . . {102,820) (60,050}
- Netchange in fund balance $  (54,820) . § (102,820) $ (60,050)
Fund balance - July 1, 2014 123,732
Fund balance - June 30, 20_15 o 3 63,682

See accompanying notes to financial statements.
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CITY OF FAIRVIEW, TENNESSEE
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2015

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Reporting Entity

The Gity of Fairview, Tennessee (the "City") was incorporated on July 1, 1959, under the provisions of the
-State of Tennessee. The City operates under a Commissicner-Manager form of government and provides the
following services as authorized by its charter: public safety {police and fire services and public healith),
streets, culture, recreation; public improvements, planning and zon‘!ng, and general administrative services.

The accounting policies of the City conform fo-accounting principles generally accepted in the United States
(GAAP) applicable to governimental units, as prescribed by the Governmental Accounting Standards Board
{GASB). The following is a summary of the more significant accounting policies of the City.

The accompanying financial statements present the government and component units, if any. Component
units are entities for which the government is considered to be financially accountable. Component units,
although legally separate entities, are required to be presented in the government's financial statements using
gither a "blended” or “discrete” présentation. . As of June 30, 2015, the City had no component units which
were required to be included in these financial statements. .

The City, for financial purposes, includes all of the accounts re!evant to the operatlons of the government of
the Clty of Fairview, Tennessee.

" . The City adopted GASB Statement No. 88, Accounting and Financfal Reporting for Pensions — an amendment
of GASB Statement No. 27, in the year ending June 30, 2015. See Notes 8-11. The adoption of GASB
Statement No. 68 updated the accounting and report for pension including reporting the net pension asset
(liahility), deferred inflows of resources related to pension and deferred outflows of resources pension on the
statement of net position.

Government-wide and Fund Financial Statements

Government-wide Financial Statements

.+ The government-wide financial statements, the Statement of Net Position and Statement of Activities, report

information-on all nonfiduciary activities of the City of Fairview. Govérnmental activities, which are usually
- supparted by:taxes.and intergovernmental: revenues, are reporied separately from business-type activities,
.which rely on charges for services and fees. The City has no business-type activities as of and for the year
ended June 30, 2015,

"~ The Statement:of Net Position presents the City's non-fiduciary assets and liabilities, with the difference

" reported as net position. Net position is reported in three categories:

Net investment in capital assets consists of capital assets, net of accumulated depreciation and
reduced by outstanding debt that is attributable to the acquisition, construction and improvement of
those capital assets. Debt that was issued for capital purposes is not part of the calculation of net
investment in capital assets, until the proceeds have been used to acquire capital assets.

. Restricted net position resuits from restrictions placed on net position by external sources such as
creditors, grantors, and contributors, or imposed by law through constitutional provisions or enabling
legislation.

' Unrestricted net position consist of net position which do not meet the definition of the two preceding
categories,
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CITY OF FAIRVIEW, TENNESSEE
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2015

~ NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Government-wide dnd Fund Financial Statements

Government-wide Financial Statements

The Statement of Activities indicates the degree to which direct expenses of each-function or segment are
offset by program revenues. Direct expenses are expenses that are identifiable ‘with a specific function,
‘Program revenues are: (a) charges to customers and/or applicants who purchase, use or benefit directly from
services,; goods, or privileges provided by a given function and (b} grants and contributions that are restricted
‘to the operational or capital requirements of a specific function. Revenues such as faxes and other revenue
that may not be included in program revenues are reporied as general revenues.

Fund Financial Statements

The government uses funds to report on its financial position and the results of its operations. Fund accounting

s designed to demonstrate legal compliance and to aid financial management by segregating transactions

- related to certain.government funciions or-acfivities. A fund is & separate accounting entity with a self-
balancing set of accounts.

The City .has its funds.classified into one category, governmental and this category, in turn, is divided into
separate "fund types." Major individual governmental funds are reported in separate columns in the fund
financial staterments. I o

Governmental funds are used to account for all or most of a government's general activities including the
collection and disbursement of earmarked monies (special revenue funds). The general fund is used to
. account for all activities of the general government not accounted for in some other fund. The following is a
list of the City's funds:

The General Fund is the primary aperating fund of the City. This fund is used to account for all financial
transactions and resources except those required to be accounted for in another fund. Revenues are
derived primarily from property and other local taxes, stale and federal distributions, licenses, permits,
charges for service, and interest income. :

A Special Revenue Fund accounts for revenue derived from specific sources that are restricted by
legal-and regulatory provisions to finance specific activities. The Special Revenue funds are the Drug
Fund and the Facilities Fund.

" Measurement Focus, Basis of Accounting and Basis of Presentation

. Government-wide financial ‘statements are reported using the economic resources measurement focus and
accrual basis of accounting. Revenues are recorded when earned and expenses are recorded when incurred,
regardless of the timing of the related cash flow. Property taxes are recognized in the year for which they are
levied. Grants and similar items are recognized as revenue when all eligible requirerents imposed by the
provider have heen met: The effect of interfund activity has been eliminated for the government-wide financial
statements. .

Amounits reported as program revenues include: (1) charges to customers or applicants for goods, services,
or privileges provided, (2) operating grants and contributions, and (3) capital grants and contributions,
including special assessments. Internally dedicated resources are general revenues rather than program
revenues, Likewise, general revenues include all taxes.
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CITY OF FAIRVIEW, TENNESSEE
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2015

NOTE 1- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

" Measurement Focus, Basis of Accounting and Basis of Presentation

Governmental fund fihancial statements are reported using the current financial resources measurement
focus and modified accrual basis of accounting. Revenues are recognized as soon as they are hoth
measurable and available. Revenues are considered to be available when they are collectible within the
current.period or soon enough thereafter to pay liabilities of the current period. The City considers revenues
to be available if they are collected within sixty days (60) of the end of the curent fiscal year. Property taxes,
sales taxes; franchise taxes, licenses and interest associated with the current fiscal year are considered to be

- susceptible to accrual-and have been recognized as revenues of the current fiscal year. Other revenue items

are considered to be measurable and available only when cash is received by the City.

Expenditures are génerally recorded when a liability is incurred, as under accrual accounting; however, debt
service expenditures, as well as expenditures related to compensated absences clalm% and judgments are
recorded only when paymentis due.

The City also reports the following major funds:

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

- The Facilities Fund accounts for the receipt of building permif fees that are restricted for capital assets
-purchases and for the payments of debt used to fmance capital asset purchases by the governmental
funds.

The Drudg Fund is a special proceeds of drug related fines and revenue fund used to account for
forfeitures and related expenditures.

The City has no internal service, proprietary or fiduciary funds as of and for the.year ended June 30, 2015.

When both restricted and unrestricted resources are available for use, it is the City's po[lcy to use restricted
resources first, then unrestricted resources as they are needed. : .

Cash and Cash Equivalents

- Cash and cash equivalents are stated at cost and consist principally of demahd debosits, short-term

certificates of deposits (original maturities of three months or less) and investments in the Local Government
Investment Pool of the State of Tennessee.

Statutes authorize the City to invest in (a)y U.S. Government securities and ebligations guaranteed by the U.S.
Government, (b) depasit.accounts at state and federal chartered banks and savings and loan associations,
-(c) the Local Government Investment Pool of the State of Tennessee. During the year, the City invested funds
that were not needed immediately In savings accounts. Deposits in financial institutions are required by State
statute to he secured and . collateralized by the financial institutions. The collateral must meet certain
requirements and must have a minimum market value of 105% of the value of the deposits balance less the
amount insured by federal depository insurance. Collateral requirements are not appllcable for financial
institutions who paiticipate in the State of Tennessee's collateral pool

. The State of Tennessee Local Government investment Pool operates in accordance with-appropriate state

laws. The reported value of the Pool is the same as the fair value of the Pool shares.
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CITY OF FAIRVIEW, TENNESSEE
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2015

‘NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Going Concern

At June 30, 2015, there were several factors that have contributed to the continued overall economic distress
. of the City, which include continued fund balance deficits and the use of reserve funds to balance the budget,
At June 30, 20186, the City stili has not been able to make progress toward replenishing these balances.

The City has and continues to work aggressively to address the structurai imbalances that worsened over the
tast several-years. It has done this by making extensive cuts in staffing and service delivery. The City plans
- to mitigate any further risk through the issuance of Bonds as well as a Tax Anticipation Note.

Receivables and Payables

Property tax receivables are shown net of an allowance for unco[l'ecfibles. The allowance is recorded based
on the past history. of collections and management's estimate of what portion of the outstanding receivable
will be-collected in the future. The allowance for uncoliectible property tax is $773 at June 30, 2015.

Inventories

fnventories-of materials and :supplies of all funds of the City- were deemed to be Imméterial and were not
inventoried or reflected in the records. Inventory items are recorded as expenditures when purchased.

Capital Assets

Capital assets, which include property, plant, equipment and infrastructure (e.qg., roads, bridges, sidewalks
and similar assets) are reported in the applicable governmental activities columns in the government-wide
financial statements. Capital assets are defined by the City as assets with an initial, individual cost of $5,000
or more and an estimated useful life of two years or more. Such assets are recorded at historical cost or
- estimated cost if purchased or constructed. Donated capital assets are recorded at.the estimated fair value at
the date of donation.

The cost of normal repairs and maintenance that do not add to the value of the asset or substantially extend
the life of the asset are not capitdlized, but are charged to expense. Major outlays for capital assets and
improvements are capitalized as pro;ects are constructed. Interest incurred during the construction phase of
capital assets of business-type activities is included as part of the capitalized value of the assets constructed.

Property, plant and equipment is depreciated using the straight-line method over the estlmated useful lives,
as follows: - :

Infrastructure 80 vyears.
Buildings and improvements 40-50 years
Machine and equipment 5-156 years
Vehicles and heavy equipment 5-20 years

" Property under capital leases is stated at the lower of the present value of minimum lease payments or the
fair market value at the inception of the lease. Once placed in use, such properly is amortized using the
straight line method over the shorter of the economic useful life of the asset or the remaining lease term.
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"NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Deferred Qutflows/Inflows of Resources

In addition to assets, the Statement of Netl Position will sometimes report-a separate section for deferred

outflows of resources. This separate financial statement element, deferred outflows of resources, represents
- @ consumption of net position that applies to a fuiure period and so will not be recognized as an outitow of
resources (expensefexpenditure) until then. The City has deferred emp[oyer contributions to its pension plan

that qualify for this reporting category at June 30, 2015,

In addition to Hahilities, the Statement of Net Position will sometimes rep'ort a separafe section for deferred

- inflows of resources. This separate financial statement element, deferred inflows of resources, represents an

acquisition of net position that applies to a future period and so will not be recognized as an inflow of resources

(revenue) until that time_ The City has items that qualify for reporting in this category. Accordingly, the items

that qualify for reported in the government-wide Statement of Net Position andfor the governmental funds
balance sheet. These revenues are from deferred pension investment earnings and deferred current property

* taxes. These amounts are deferred and recognized as an inflow.of resources in the period that the amounts

become available.

Property Taxes

. The City's charter requires property taxes to be levied on October 1 on the assessed valued listed as of the
‘prior-January 1 (lien date) for all real and personal property located in the City’s legal boundaries. Property

taxes hecome due and payable on October 1,

~ ‘Assessed values are established by the State of Tennessee at the folfowing rates of appraised market value;

Public utility property B 55% -

Industrial and commercial property S
Real . . 40%
Personal S . 30%

Residential and farm property 25%

For fiscal year 2015, taxes were levied at a rate of $.0635 per $100 of assessed valuatlon ,

Taxes not paid by March-1 of the following year become delinquent and pena!ty and interest begins to
accumulate on that date: Property taxes are recognized as revenue when they bedome measurable and

-available. Property taxes collected within sixty days after year end are .considered to be measurable and

available and are recognized as revenue af year end; taxes not collected within sixty days after year end are
reported as deferred inflows of resources.

Payments may be made during the period from October 1 tﬁr‘o'ugh February 28 and-are delinquent on March
1. Gurrent tax collections of $1,085,394 were reported as revenue. for the year ended June 30, 2015, and
were approximately 97.4% of the tax levy. Taxes become delinquent in March of the year subsequent to the

~ levy date; at that time delinquent taxes are turned over fo the Williamson County Clerk and Master for

collection proceedings. 'As of June 30, 2015, definquent taxes for 2014 and older have heen filed with the
Williamson County Clerk and Master.

Of the $1,736,537 property taxes receivable, $1,693,500 represents the estimated 2015 property taxes {o be

- billed October 2015. This receivable is reported in the Balance Sheet - Governmental Funds with offsetting
- deferred inflow of resources for the amounts not available at June 30, 2015. Amounts available at June 30,

20115, have been recorded as revenue in the governmental fund statements.
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Compensated Absences

City policy provides for employees to accumulate earned but unused vacation time, or compensated

absences, by a prescribed formula based on length of service. The maximum vacation accrual an employee

can carry.over to the next year is 80 hours. The value of the accumulated vacation, which may be used in
_future years, is recorded in the government-wide statements as a long-term fiability.

. City policy also provides for employees to earn sick days; however, no amount of sick leave is vested in the
-~ event of employee termination. Upon retirernent, the employee can receive credit for the accumulated sick
leave towards retirement with the .City. Employees are entitled to payment for unused sick leave upon
- retirement up to a maximum of 120 days. The maximum accumulated sick leave is 1,152 hours per employee.

Long-Terim Obligations

o In the government-wide financial statements, long-term debt is reported aé -a liability in the appiicable
government activities. In the fund financial statements, governmental fund types recognize debt costs during
the current period.

Pensions

 « For purposes of measuring the net pension liability, deferred-outflows of resources and deferred inflows of
resources related o pensions, and pension expense, information about the fiduciary net position of the City's
participation in the Public Employee Retirement Plan of the Tennessee Consolidated Retirement System
. (TCRS}, and additions to/deductions from the City's fiduciary net position have been determined on the same
* basis as they are reported by the TCRS for the Public Employee Retirement Plan. For this purpose, benefits
- (including refunds of employee contributions} are recognized when due and payable in accordance with the
" benefit terms of the Public Employee Retirement Plan of TCRS. Investments are reported at fair value.

Fund Balances

- Governmental funds, in the fund financial statements, report reservations of fund balances for amounts that

are not available for appropriation andfor legally restricted by outside third-parties for specific purposes. in

accordance with GASB 54, the governmental funds report fund balances in classifications that comprise a

- hierarchy.based pximarily 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. The categorles of fund balance are as follows:

Nonspendable - The nonspendable fund balance classification includes amounts that cannot be spent
because they are either (a) not in spendable form or (b} legally or.contractually required to be
maintained intact.

-Restricted - Fund balance is reported as restricted when constraints placed on the use of resources

- are either: (a) externally imposed by creditors {such .as through debt covenants), grantors,
contributors, or laws or regulations of other governments; or (b) Imposed by law through constttut;onal
provisions or enabling legislation.

Committed - Amounts that can anly be used for specific purposes pursuant to constraints imposed by
formal action, either ordinance or resolution, of the Board of Commissioners level of decision-making
authority, are reported as committed fund balance. Committed fund balance also incorporates

" contractual obligations to the extent that existing resources in the fund have been specifically
-committed for use in satisfying those contractual requirements. Amounts classified as committed are
not subject to legal enforceability like restricted resources; however, they cannot be used for any other
purposes unless the Board of Commissioners removes or changes the commitment by taking the
same action it employed to impose the commitment.
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Fund Balances (Continued)

Assigned - Amounts that are constrained by the City's intent to be used for specific purposes, but are
neither restricted nor committed, are reporied as assigned fund balances.. The Board of
Commissioners has authorized the City Manager to assign fund balances up to certain amounts.

Unassigned - Unassigned fund balance is the residual classification for the general fund. This
classification represents fund balance that has not been assigned to other funds. and that has not
been restricted, commitled, or assigned to specific purposes within the. general fund. In other
governmental funds, if expenditures incurred for specific purposes have exceeded the amounts
restricted, comimitted, or assigned to those purposes, those.amounts are reported as a negative
unassigned fund balance.

The City's practice is to expend any available restricted, committed or assigned resources, in that order, prior
to expending unassigned resources. The Cily does not report or antlczpate reportmg an assigned fund
balance. . .

Interfund Transactions

Quasi-external transactions are accounted for as revenues or expenditures. Transactions that constitute
reimbursements to a fund for expenditures initially made from it that are properly applicable to another fund,
are recorded as expenditures in the reimbursing fund and as reductions of expenditures in the fund that is
reimbursed. All other interfund transactions, except quasi- external transactlons and reimbursements, are
reported as.operating fransfers, ,

Use of Estimates

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

NQTE 2 - STEWARDSHIP, COMPLIANCE AND AGCOUNTABILITY

The City operates under an annual budget which is approved by the Board of Commissioners prior to the
beginning of each fiscal year. Public hearings are conducted by the Board of Commissioners to obtain citizen
comments on the budget. Prior to June 30™, the budget is enacted legally by passage of an ordinance.

The budget is usually amended during the year to adjust for expenditures that were not anticipated during the
budget process. All budget amendments are approved by the Board of Commissioners. The City's policy is to
not allow expenditures to exceed budgetary amounts at the total fund expenditure. Ievel without obtaining
additional appropriation approval from the Board.

Annual budgets are adopted on a hasis consistent with U.S. generally accepted accounting principles for the
General Fund and the other governmental funds. All annual appropriations lapse at fiscal year-end.
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NOTE 3 - DEPOSITS AND INVESTMENTS

The City's cash and cash equivalents at June 30, 2015, were held by financial institutions which participate in
the bank collateral pool administered by the Treasurer of the State of Tennessee. Participating banks
determine the aggregate balance of their public fund accounts for the City. The amount of collateral required
to secure these public deposits must be equal to at least 105% of the average daily balance of public funds
held. Collateral securities required to be pledged by the participating bank to protect their public funds
accounts are pledged to the State Treasurer on behalf of the bank collateral pool.

The securities pledged to protect these accounts are pledged in the aggregate rather than against each
individual account. The member$ of the pool may be required by agreement to pay an assessment to cover
" any deficiency. Under this additional assessment, public fund accounts covered by the pool are considered
to be collateralized and insured for purpose of credit risk disclosure.

The City's deposits are categorized to give an indication of the level of risk assumed by the City at fiscal year
end. The categories are described as follows:

Category 1 - Insured or collateralized with securities held by the City or by its agent in the City's name.

Category 2 - Collateralized with securities held by the pledging financial institution's trust department
as agent in the City's name.

Category 3 - Uncollateralized.

NOTE 3 - DEPOSITS AND INVESTMENTS

At June 30, 2015, the City's cash and cash equivalents were classified as Category 1 deposits because the
financial institutions used by the City participate in the Tennessee bank collateral pool.

A reconciliation of cash and cash equivalents as shown on the Statement of Net Position is as follows:

Governmental
_ Activities
Checking account , 3 134,892
Deposits in State of Tennessee Local Government investment pool 466,477
Cash on hand 570
Total $ 601,939
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NOTE 4 - CAPITAL ASSETS

Capital assets activity for governmental activities for the year ended June 30, 2015, was as follows:

Beginning . Ending
: Balance Increases Decreases Balance
Capital assets not being depreciated
Land $ 2492600 3 - 3 - $_ 2,492,600
Capital assets being depreciated _
Machinery and equipment 3,873,805 164,770 (165,114) 3,873,461
Buildings and improvement 4,236,375 - . 4,236,375
Infrastructure 27,330,978 - - 27,330,978
Total assets heing depreciated 35,441,158 164,770 {165,114) 35,440,814
Less accumulated depreciation for:
Machinery and equipment (1,695,958) (477,957) 165,114 (2,008,801)
Buildings and improvemeant (826,135) (109,836) - (935,971)"
[nfrastructure {12,683,157) (455,516) - (13,138,673)
Total accumulated depreciation (15,205,250) (1,043,309) 165,114  (16,083,445)
‘Capital assets being depreciated, net 20,235,908 (878,639) - 19,357,369
Total governmental activities .
Capital assets, net - _ % 22728508 $  (878,639) § - $ 21,849,989

DPepreciation.expense for governmental activities as of June 30, 2015, divided by function/program:

General government $ 548,744
Public safety - 34,84
Roads and streets 455,516
Parks and recreation 4,208

Total depreciation expense - governmental activities  $ 1,043,309
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NOTE 5 - LONG-TERM LIABILITIES

Long-term liabilities, consisting of compensated absences, general obligation debt agreements and capital

lease agreements, at June 30, 2015, are comprised of the following:

Governmental
Activities
Compensated absences $ 164,294
General obligation debt:
$2,000,000: Tennessee Pooled Loan Program Series 2001, issued for City Hall, due
in increasing annual instaliments through May 2026, at a variable interest
rate of approximately .0209% in the year ending June 30, 2015. 1,204,000
$670,000:; General Obligation Capital Qutlay Note, Series 2011, issued for highway
and sfreet purposes, due in cqual annual installments through 2021; with
interest at 3.93% per annum 434,000
$178,726:; General obligation loan agreement for fire tanker, due in equal annual
payments of $44,682 through 2018; with interest at 2.4% per annum 89,363
Total general obligation debt - 1,727,363
Capital lease obligation:
$365,645: Lease/purchase agreement for Spartan Rescue Truck, payable in 8
annual payments of $51,565 through 2018, including interest at 3.34% per annum 187,851
$618,959: Lease/purchase agreement for Fire Truck, payable in 5 annual payments
of $132,472 through 2019, including interest at 2.3% per annum 500,738
$505,020: Lease/90% test for Police SUVs, payable in 5 annual payments of
$108,485 through 2019, including interest at 2.43% per annum 408,807
Total capital lease obligations 1,097,396
Total long-term liabilities $ 2,989,053
Long-term liabilities activity for the year ended June 30, 2015, is as follows:
_Governmental Activities
Balance Balance
July 1, June 30, Due Within
: 2014 Additions Reductions 2015 One year
Compensated ahsences % 80,7563 § 243,814 $ (169,273 $ 164,294 § -
General obligation debt: ‘
TN Pooled Lean: City Hall 1,285,000 - (81,000} 1,204,000 85,000
General obligation: highway
and streets 497,000 - (63,000) 434,000 65,320
_ Fire tanker loan 134,045 - (44,682) 89,363 45,204
Total genheral obligation debt 1,916,045 - (188,682) 1,727,363 195,524
Capital lease obligations:
Spartan fire rescue
Truck lease/purchase 231,298 - (43,447) 187,851 45,214
Fire truck leasefpurchase 618,959 - {118,221) 500,738 120,943
Police SUV lease 505,020 - (96,213} 408,807 98,551
Total capital lease obligations: 1,365,277 - {257,881) 1,097,396 264,708
Total long-term liabilities $ 3361075 $ 243814 $ (615836) $§ 2,989,053 § 460,232
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NOTE 5 - LONG-TERM LIABILITIES (Continued)

The following are the annual debt service requirements to maturity for long-term debt ohligations, as of June
30, 2015:

TN Pooled Loan Program Spartan Rescue Truck Highway & Streets
Principal Interest Principal Interest Principal Interest

Year Payments Payments Payments Payments Payments - Payments
2016 % 85,000 3% 2339 § 45214 §$ 6,351 % 65,320 $ 16,997
2017 89,000 2,153 46,725 4,840 67,887 14,430
2018 94,000 1,856 48,285 3,280 70,551 11,762
2019 98,000 1,751 47,627 3,136 73,328 8,990
2020 103,000 1,536 - - 76,210 6,108
2021 108,000 1,310 - - 80,704 3,113
2022 114,000 1,072 - - - -
2023 119,000 823 - - - -
2024 125,000 562 - - - -
2025 131,000 288 - - - -
2026 138,000 - - - - -

$ 1,204,000 $ 13,790 $ 187,851 $& 17,607- $ 434000 $ 61,400

Fire Tanker Fire Trucks Police SUVs
Principal interest Principal Interest Principal Interest

Year Payments Payments . Payments Payments Payments Payments
2016 § 45204 % 1,156 % 120,943 $ 11,629 § 98,551 § 9,934
2017 44,158 163 - 123,728 8,745 100,946 7,539
2018 - - . 126,576 5,896 103,399 5,088
2019 - - 129,491 2,081 105,911 2,574
2020 - - - - - -

8 89,363 $ 1,319 % 500,738 % 29,151 % 408,807 $ 25,133

Total Total
Principal Interest

Year Paymentis Payments
2016 § 460,232 % 48,305
2017 472 445 37,870
2018 442 811 27,980
2019 454,357 19,432
2020 179,210 7.644
2021 188,704 4,423
2022 114,000 1,072
2023 119,000 823
2024 125,000 562
2025 131,000 289
2026 138,000 -

$ 2824759 $ 148,400

interest expense for governmental activities for the year ended June 30, 2015, was $79,426.
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NOTE 6 - LEASES

. We lease certain office equipment under noncanceliable operating leases. Rent expense under these leases
was $12,218 for the year ended June 30, 2015. The minimum monthly payments are $1,1565. We alsc have
three lease arrangements classified as capitalized |ease obligations. See NOTE § of inclusion in long-term
debt. The agreement for the Spartan Rescue vehicle has yearly lease payments of $51,565 and a maturity
date in December 2018. The agreement for the fire truck has yearly lease payments of $132,472 and a
maturity date in January 2019, The agreement for twelve pohce SUV's has yearly lease payments of $108,485
and a maturity date in Decembar 2018. -

The following is a schedule of minimum lease payments under the noncancellable operating and capitalized
leases as of June 30, 2015:

Year Ending Capital Operating
- June 30, Leases Leases
2016 ' $ 292,522 % 13,854
2017 292 522 11,521
2018 292,522 7,949
2019 A 292,622 5,285
2020 ' - 2,449
1,170,088 § 41,058
Less amount representing interest (79,692)
Present vafue of net minimum lease payments 1,097,396
Less: current instaliments (306,376)
% 791,020

Asummary of the net book value of assets utilized under the capitalized leases at June 30, 2015, is as follows:

Cost _ $ 1,480,414
Accumulated depreciation (442,226)
Net book value - ‘ $ 1,038,188

‘NOTE 7 — DEFERRED INFLOWS/OUTFLOWS OF RESOURCES

Deferred inflows of resources consist of the following at June 30, 2015;

Governmental
Activities
Deferred outflows of resources:
Deferred employer confributions to pension plan % 176,148
Deferred inflows of resources:
Deferred pension investment earnings $ 291,454
Property Taxes: :
Delinquent property taxes 27287
2015 estimated property tax levy 1,668,500

$ 1,988,241
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NOTE 8 — GENERAL INFORMATION ABOUT THE PENSION PLAN

Plan Description

Employees of Fairview are provided a defined benefit pension plan through the Public Employee Retirement
Plan, an agent multiple-employer pension plan administered by the TCRS. The TCRS was created by state
statute under Tennessee Code Annotated Title 8, Chapters 34-37. The TCRS Board of Trustees is responsible
for the proper operation and administration of the TCRS. The Tennessee Treasury Department, an agency in
the legisiative branch of state government, administers the plans of the TCRS. The TCRS issues a publically
available financial report that can be obtained at www.treasury.th.goviters.

Benefits Provided

Tennessee Code Annotated Title 8, Chapters 34-37 establishes the benefit terms and can be amended only
by the Tennessee General Assembly. The chief legislative body may adopt the benefit terms permitted by
statute. Members are eligible fo retire with an unreduced benefit at age 60 with 5 years of service credit or
after 30 years of service credit regardless of age. Benefits are determined by a formula using the member's
highest five consecuiive year average compensation and the member's years of service credit. Reduced
benefils for early retirernent are available at age 55 and vested. Members vest with five years of service eredit.
Service related disability benefits-are provided regardless of length of service. Five years of service is required
for non-service related disability eligibility. The service related and non-service related disability benefits are
determined in the same manner as a service retirement benefit but are reduced 10 percent and include
projected service credits. A vanety of death benefits are available under various eligibility criteria.

Employees Covered by Benefit Terms

At the measurement date of June 30, 2014, the following employees were covered by the benefit terms:

inactive employees or beneficiaries currently receiving benefits 15
inactive employees entitled fo buf not yet receiving benefits - . 53
Active employees - 47

115

Contributions

Contributions for employees are established in the statutes governing the TCRS and may only be changed
by the Tennessee General Assembly. Employees contribute 5 percent of salary (use alternative language if
employees are non-contributory). The City makes employer confributions at the rate set by the Board of
Trustees as determined by an actuarial valuation. For the year ended June 30, 2015, employer contributions
for the Cily were $169,012 based on a rate of 7.4 percent of covered payroll. By law, employer contributions
are required to be paid. The TCRS may intercept the City's state shared taxes if required employer
contributions are not remitted. The employer's actuarially determined contribution (ADC) and member
contributions’ are expected to finance the costs of benefits earned by members during the year, the cost of
administration, as well as an amortized portion of any unfunded liability.
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NOTE 9 — NET PENSION LIABILITY (ASSETS)

The City's net pension liability (asset) was measured as of June 30, 2014, and the total pension liability used
to calculate net pension liability {(asset) was determined by an actuarial valuation as of that date.

Actuarial Assumptions

The total pension liability as of June 30, 2014, actuarial valuation was determined using the following actuarial
assumptions, applied fo all periods included in the measurement;

Inflation 3.0%

Graded salary ranges 8.97 to 3.71% based on age, including
inflation, average4.25%

Investment rate of return 7.5%, net of investment'expense, including inflation
Cost of living adjustments 2.5%

Salary increases

Moirtality rates were based on actual experience from the June 30, 2012, actuarial experience study adjusted
for some of the expected future improvement in life expectancy. '

The actuarial assumptions used in the June 30, 2014, actuarial valuation were based on the results of an
actuarial experience study performed for the period July 1, 2008 through June 30, 2012. The demographic
assumptions were adjusted to more closely reflect actual and expected future experience.

The long-term expected rate of return on pension plan investments was established by the TCRS Board of
Trustees in conjunction with the June 30, 2012, actuarial experience study by considering the following three
techniques: (1) the 25-year historical return of the TCRS at June 30, 2012, (2) the historical market returns of
-asset classes from 1926 to 2012 using the TCRS investment policy asset allocation, and {3) capital market
projections that were utilized as a building-hlock method in which best-estimate ranges of expected future real
rates of return (expected returns, net-of pension plan investment expense and inflation) are developed for
each major asset class. Four sources of capital market projections were blended and utilized in the third
technique. The blended capital market projection established 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
inftation of 3 percent. The target allocation and best estimates of arithmetic real rates of return for each major
asset class are summarized in the following table:

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

- U.S. equity 6.46% 33%
Developed market international equity 6.26% 7%
Emerging market international equity 6.40% 5%
‘Private equity and strategic lending 4.61% 8%
U.8. fixed income 0.98% 29%
Real estate 4.73% 7%
Short-term securities 0.00% 1%

100%

The long-term expected rate of return on pension plan investments was established by the TCRS Board of
Trustees as 7.5 percent based on a blending of the three factors described above.
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NOTE 9 — NET PENSION LIABILITY (ASSETS) (Continued)

Discount Rate

The discount rate used to measure the total pension liability was 7.5 percent. The projection of cash flows
used to determine the discount rate assumed that employee contributions will be made at the current rate and
that contributions from the City will be made at the actuarially determined contribution rate pursuant to an
actuarial valuation in accordance with the funding policy of the TCRS Board of Trustees and as required to
he paid by state statute. Based on those assumptions, the pension plan's fiduciary net position was projected
to be avaflable to make projected future benefit payments of current active and inactive members, Therefore,
. the long-term expected rate of return on pension plan investments was applied to all periods of projected
benefit payments fo determine the total pension liability.

NOTE 10 — CHANGES IN THE NET PENSION LIABILITY (ASSETS)

Increase (Decrease)

Plan Net
PTOt?I Fiduciary Pension
ension e
Liabilit Net Liability
y Position (Asset)
(a) (B - (&) —(b)
‘Balance at 6/30/2013 _ $ 4,071,819 $ 3973516 $ 98,303
Changes for the year:
Service Gost 169,875 .- 169,875
Interest 313,189 - 313,189
Differences between expected and actual
experience 8,028 - 8,028
Contributions — employer - - 250,221 {250,221)
Contributions — employee - - -
Net investment income - 666,704 {666,704)
Benefit payments, including refunds of o
employee contributions (131,702) . {131,702) -
Administrative expense - (1,892} 1,892
Net change 359,390 783,331 (423,941
Balance at 6/30/2014 $ 4431,200 $ 4,756,847 § (325,638)

Sensitivity of the Net Pension Liability (Asset} to Changes in the Discount Rate

The following presents tie net pension liability (asset) of the City calculated using the discount rate of 7.5
percent, as well as what the net pension liability (asset) would be if it were calculated using a discount rate
that is 1-percentage-point lower (6.5 percent) or 1-percentage-point higher (8.5 percent) than the current rate:

Current .
1% Deocrease Discount Rate .Ne.t_F’ensmn
{(6.5%0) (7.5%) Liability (Asset)
Net pension liability (asset) $ 355,561 $ (325,628) % (883,932)
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NOTE 11 — PENSION EXPENSE (INCOME} AND DEFERRED OUTFLOWS OF RESOURCES AND
DEFERRED INFLOWS OF RESOURCES RELATED TO PENSION

Pension Expense
For the year ended June 30, 2015, the City recognized pension expense of $110,598.
Deferred Outflows of Resources and Deferred Inflows of Resources

For the year ended June 30, 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
Difference between expenses and actual experience $ 7,136 $ -
Net difference belween projected and actual earnings
on pensien plan investmenis - 291,454
Contributions subsequent to the measurement date
of June 30, 2014 169,012 -
Total $ 176,148 $ 291,454

The amount shown above for "Contributions subsequent to the measurement date of June 30, 2014," 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 in pension expense as follows:

Year Ending June 30,

2016 $  (71,971)
2017 3 (71,971
2018 $  (71,971)
2019 A $ (71,971
2020 ' $ - B892
Thereafter $ 2,676

In the table shown above, positive amounts will increase pension expense while negative amounts will
decrease pension expense.

Payable to the Pension Plan

Al June 30, 2015, the City reporied a payable of $13,096 for the outstanding amount of contributions to the
pension plan required at the year ended June 30, 2015.
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CITY OF FAIRVIEW, TENNESSEE
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2015

NOTE 12 - RISK MANAGEMENT

The City is exposed to various risks of loss related fo torts, theft of, damage to, and destruction of assets,
errors and omissions, injuries to employees, and natural disasters. The City maintains insurance coverage
through the Tennessee Municipal League Risk Management Pool (TML), covering each of those risks of loss.
The TML Pool is a cooperative risk sharing arrangement between local government agencies that works in
many ways like a traditional insurer. The City pays a premium, receives coverage, and can make claims
against the coverage. The City meets the TML's guidelines and complies with its rules and regulation,
including loss confrol requirements as well as its underwriting standards,

Rates of the TML Pool-are actuarially projected to provide adequate funding to cover loss reserves and

expenses, as well as building contingency reserves. Management believes such coverage is sufficient to

preclude any significant uninsured losses to the City. Seitled claims have not exceeded this commercial
coverage in any of the past three years.

NOTE 13 - LITIGATION

The City, from time to time, is involved in various lawsuits arising in the ordinary course of its business. The
City maintains insurance coverage to minimize the risk of loss from threatened or pending litigation, It is the

- management's opinion that any pending or threatened litigation will have no significant effect on the City's

results of operations.

The City's management and their attorneys are not aware of any pending or threatened actions that would
have a material adverse effect on the City's accompanying financial statements. -

NOTE 14 - PRIOR PERIOD ADJUSTMENT

An adjustment to the beginning net position on the governmént—wide financial statements totaling $151,908

‘has been recognized for the initial establishment of the net pension liability (asset} and to record employer

contributions made during the year ended June 30, 2014, in accordance with GASB 88. See Note 1.
NOTE 15 - SUBSEQUENT EVENTS

We have evaluated events subsequent to the year ending June 30, 2015, As of October 23, 2015, the date
the financial statements were avaitable to be issued, other than the following matters, we are not aware of
any material subsequent events which would require recognition or disclosure in the accompanying financial
statements. In July 2015, we entered in fo a $403,811 tax anticipation note with a 3.25% interest rate maturing
June 30, 2016. Also, we issued bonds totaling $2,980,000 in $5,000 denominations in August 2015 with
interest paid semi-annually on March 1 and September 1. The bonds have a maturity date of March 1, 2022,
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CITY OF FAIRVIEW, TENNESSEE
SCHEDULE OF CHANGES IN NET PENSION LIABILITY {ASSET) AND RELATED RATIOS
BASED ON PARTICIPATION IN THE PUBLIC EMPLOYEE PENSION PLAN OF TCRS
JUNE 30, 2015
—_— e

2014
Totat pension liability:
Service cost ' $ 169,875
Interest 313,189
Changes in benefitterms -
Differences hetween actual and expected experience 8,028
Change of assumptions -
Benefit payments, including refunds of employee contributions (131,702)
Net change in total pension liability 359,390
Total pension liability — beginning 4,071,819
Total pension liability — ending (a) $ 4,431,209
Plan fiduciary net positon:
Contributions — employer $ 250,211
Contribution — employee - -
Net investment income 666,704
Benefit payments, including refunds of employee contributions (131,702)
Administrative expense - (1,892)
Net change in plan fiduciary net position 783,321
Plan fiduciary net position -~ beginning 3,973,516
Plan fiduciary net position — ending (b) $ 4,756,837
Net pension liability (asset) — ending (a) — (b) $ (325,628)
Plan fiduciary net position as a percentage of total pension liability 107.35%
Covered-employee payroll $ 2,134,899
Net pensio"n liabifity (asset) as a percentage of covered-employee payroll 15.25%

This is a 10-year schedule, however the information in this schedule is not required o be presented retroactively,
Years will be added to this schedute in the future fiscal years until 10 years of information is available.
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CITY OF FAIRVIEW, TENNESSEE
SCHEDULE OF CONTRIBUTIONS BASED ON PARTICIPATION
IN PUBLIC EMPLOYEE PENSION PLAN OF TCRS
JUNE 30, 2015

2014 2015
Actuarially determined contribution $ 250,211 $ 169,012
Contributions in relation to the actuarially determined contribution 250,211 169,012
Contribution deficiency (excess) $ - $ -
Covered-employee payroll $ 2,134,899 $ 2,283,946
Contributions as a percentage of covered-employee payroll 11.72% 7.4%

This is a 10-year .schedule, however the information in this schedule is not required to be presented retroactively.
Years will be added to this schedule in the future fiscal years until 10 years of information is available.
Notes to Schedule of Contiributions Based on Participation in Public Employee Pension Plan TCRS:

Valuation date: Actuarially determined contribution raies for 2015 were calculated based on the July 1, 2013,
actuarial valuation. '

Methods and assumptions used to determine contribution rates:

Actuarial cost method Frozen initial liability
Amortization method Level dollar, closed (not to exceed 20 years)

Remaining amortization period 1 year

Asset valuation - ‘ 10 year smoocthed within a 20% corridor to market value
Inflation 3.0%
Salary increases Graded salary ranges 8.97 to 3.71% bhased on age, including
: inflation, averaging 4.25%
investment rate of return 7.5%, net of investment expense, including inflation
Retirement age Pattern of retirement determined by experience study
* Mortality Customized table based on actual expeﬁence including

adjustments for some anticipated improvement
Cost of living adjustments 2.5%

43




Supplemental Information




CITY OF FAIRVIEW, TENNESSEE

SCHEDULE OF CHANGES IN PROPERTY TAX RECEIVABLE

FOR THE YEAR ENDED JUNE 30, 2015 -

Property Tax Net Property
Receivable Anticipated/ Tax Receivable
Property Tax Balance Current Year Adjustments Allowance for Balance
Tax Year Levied June 30, 2014 Levy and Collections Uncollectibles June 3¢, 2015
1998 $ 10,835 % 315 3 - 3 (315) % - 5 -
1999 : 478,189 662 - (662) - -
2000 553,776 321 - (321) - -
2001 585,113 154 - (154) - -
2002 611,608 - 139 “ (139) - -
2003 650,603 135 - (135) - -
2004 667,711 192 - (192) - -
2005 822,586 235 - {52) (183) -
2006 876,470 614 - (240) (374) -
2007 912,721 142 - 22 (164) -
2008 930,518 340 - 87 (52) 375
2009 268,177 626 - (241) - 385
2010 870,088 223 - (61) - 182
2011 878,138 2,158 - {805) - 1,353
2012 1,003,876 7.851 - (6,830) - 1,021
2013 1,018,161 25,120 - (20,694) - 4,426
2014 1,048,649 1,087,000 27,709 (1,085,394) - 29,315
2015 N/A - 1,699,500 - - 1,699,500
$ 1,128,227 $ 1,727,209 $ {(1,116,126) $ (773) § 1,738,537

NOTE: All uncollected taxes for years prior to 2015 have been turned over to the Williamson County's Clerk and Master.




CITY OF FAIRVIEW, TENNESSEE

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED JUNE 30, 2015

CFDA
Federal Grantor/ Pass-Through Grantor Number | Confract Number | Expenditures
Federal Awards
u.s. Départment of Homeland Security (SAFER) 97.083 [EMW-2012-FH-00148] $ 129,840
U.S. Dept. of Transportation/ TN Dept. of Transportation | 20.607 14-374%0 58,853
TOTAL FEDERAL AWARDS $ 188,693

NOTE: This schedule was preparad on an accrual basis.
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. PATTERSON, HARDEE & BALLENTINE, P.C.
( Certihed Public Accountants

INDEPENDENT AUDITOR’'S REPORT ON INTERNAL CONTROL
OVER FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER
MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS
PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING

STANDARDS .

To the Mayor and Commissioners of
City of Fairview, Tennesses

We have audited, in accordance with the auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards
issued by the Comptroller General of the United States, the financial statements of the governmental
activities and each major fund of the City of Fairview, Tennessee, as of and for the year ended June 30,
2015, and the related notes to the financial statements, which collectively comprise the City of Fairview,
Tennessee’s basic financial statements and have issued our report thereon dated October 23, 2015.

Internal Control over Financial Reporting

in planning and performing -our audit of the financial statements, we considered the City of Fairview,
Tennessee’s internal control over financial reporting (internal control) to determine the audit procedures
that are appropriate in the circumstances for the purpose of expressing our opinions on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of the City of Fairview,
Tennessee's internal control. Accordingly, we do not express an opinion on the effectiveness of the City
of Fairview, Tennessee's internal control.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent, or
detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a
combination of deficiencies, in internal control such that there is a reasonable possibility that a material
misstatement of the entity's financial statements will not be prevented, or detected and corrected on a
timely hasis. A significant deficiency is a deficiency, or a combination of deficiencies, in internal- control
that is less severe than a material weakness, yet important enough to merit attention by those charged
with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in internal control that might be material
weaknesses or significant deficiencies and therefore, material weaknesses or significant deficiencies may
exist that were not identified. Given these limitations, during our audit we did not identify any deficiencies
in internal control that we consider to be material weaknesses. We did identify certain deficiencies in
internal contral, described in the accompanying Schedule of Findings and Questioned Costs that we
consider to be significant deficiencies {2015-001, 2015-002, and 2015-003).

./-F"‘.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the City of Fairview, Tennessee's financial
statements are free from material misstatement, we performed tests of its comnpliance with certain
provisions of laws, regulations, contracts, and grant agreements, noncompliance with which could have g
direct and material effect on' the determination of financial statement amounts. However, providing an
opinion on compliance with those provisions was not an objective of our audit, and accordingly, we do not
express such an opinion. The results of our fests disclosed an instance of noncompliance or other
matters that is required to be reported under Government Audifing Standards and which is described in
the accompanying schedule of findings and questioned costs as item (2015-002 and 2015-003).

City of Fairview, Tennessee’s Response to Findings

City of Fairview, Tennessee's response to the findings identified in our audit is described in the
accompanying Schedule of Findings and Questioned Costs. City of Fairview, Tennessee's response was
not subjected to the auditing procedures applied in' the audit of the financial statements and, accordingty,
we express no opinion on it.

Purpose of this Report

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

October 23, 2015
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CITY OF FAIRVIEW, TENNESSEE

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

FOR THE YEAR ENDED JUNE 30, 2015

SUMMARY OF AUDITOR’S RESULTS

1. The auditor's report expresses an unqualified opinion on the financial statements of the City of
Fairview, Tennessee.

2 Three significant deficiencies were disclosed during the audit of the financial statements as reported
in the Report on Internal Control Over Financial Repo’ﬂing and on Compliance and Other Matters
Based on an Audit of Financial Statements Performed in Accordance with Government Auditing
Standards. See 2015-001, 2015-002, and 2015-003.

3. Two instance of noncompliance was disclosed during the audit. See 2015-002, 2015-003.

FINDINGS—FINANCIAL STATEMENTS AUDIT

2015-001
Criteria;

Condition:

Cause:

Effect:

Questioned Costs:

Recommendations:

Response:

2015-002
Criteria:

Condition:

Cause:

Effect:
Questioned Costs:

Recommendations:

Response:

The City must mainiain effective internal controls over financial reporting that
would identify, during the regular course of operations, financial reporting errors.

Financial reporting errors occutred during the year ending June 30, 2015,
including but not limited to improper amounts reported for cash, grants receivable,
deferred inflows, accounts payable, accrued expenses, and fund balances.

Cohditions occurred due fo lack of effective controls over financial reporting.

Several general ledger amounts for balance sheet accounts were not reported at
correct amounts.

No gquestioned costs are associated with this finding as the financial statements
have been adjusted.

The City should implement stronger internal controls over financial reporting,
emphasizing the use of checks and balances and the Cily Manager's oversight.
Further, the City should increase staff traihing on financial reporting.

We have increased the City Manager's and City Recorder's oversight roles and
increased staff training.

Per Resolution No 17-14, the City must separate from the unassigned funds the

State Street Aid funds by the end of the 2015 fiscal year.
The State Street Aid has not been put into a separate account.

The City Finance Director believed the requirement bedan in 2016 or that it was
reqguired as funds became available.

The City is not in compliance with Resolution No 17-14.
No questioned costs are associated with this finding.

The City should segregate the restricted and committed funds according to the
Resolution or amend the Resolution.

“We will begin segregating fuinds into separate accounts in the 2016 fiscal year.
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CITY OF FAIRVIEW, TENNESSEE

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

.

2015-003:

Criteria;
Condition:

Perspective
Information:

Cause:

Effect:

.Questioned Costs:

Recommendations:

Response:

FOR THE YEAR ENDED JUNE 30, 2013

The City is required to prepare a budget in accordance with all requirements in
Tennessee Code Annotated Section 6-56-203.

The City's actual expenditures exceed the amount appropriated in the budget for
the General Fund, .

During the year, road maintenance was completed. The City planned to use funds
received from grant reimbursement; however, to request reimbursement the City
must first disburse the funds for work performed. The work was complete by the
end of the fiscal year and the accrued liability is properly recorded. The City did
not disburse the funds; therefore, the grant revenue is properly not recorded.

The City did not amend the budget before the work was performed, which
resulted in expenditure exceeding the budget. The City Finance Director also

“misunderstood how the grant funds would be recorded.

The expenditures related to the increases in accounis payables allowed for
expenditures to exceed the amount appropriated in the budget.

No questioned costs are associated with this finding.

The City should monitor accounts payable closely and amend the budgeted
appropriations before approving projects.

We agree that the budget should have been amended before the project was

approved and will monitor pending projects for budget revisions before bids are
accepted.
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CITY OF FAIRVIEW, TENNESSEE
SCHEDULE OF PRIOR YEAR FINDINGS
FOR THE YEAR ENDED JUNE 30, 2015

Financial Statement Findings:

Finding Number Finding Title Status
Internal Controls
2013-002 (original finding # 2013-002). Repeated
Actual Expenditures exceed Amounis Appropriated in Budget
2014-001 {original finding # 2013-001) Repeated
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