CITY OF ARAGON, GEORGIA

Annual Financial Report
For the Fiscal Year Ended
June 30, 2012

By Authority of the Mayor and City Council




CITY OF ARAGON, GEORGIA
Annual Financial Report
Year Ended June 30, 2012

Table of Contents

FINANCIAL SECTION

independent Auditor's Report

Basic Financial Statements:
Government Wide Financial Statements:
Statement of Net Assets

Statement Of Activities

Fund Financial Statements:
Balance Sheet - Governmental Funds

Statement of Revenues, Expenditures, and Changes
in Fund Balances - Governmental Funds

Reconciliation of the Statement of Revenues, Expenditures
and Changes in Fund Balances of Governmental Funds to the
Statement of Activities

Statement of Revenues, Expenditures, and Changes in
Fund Balance - General Fund-Budget and Actual

Statement of Revenues, Expenditures, and Changes in
Fund Balances-Capital Projects Fund-2003 SPLOST-Budget and Actuai

Statement of Revenues, Expenditures, and Changes in
Fund Balances-Capital Projects Fund-2008 SPLOST-Budget and Actual

Notes to the Financial Statements

Compliance Section:
Report on Internal Control Over Financial Reporting and on Compiiance and
on Other Matters Based on an Audlt of Financial Statements Performed in
Accordance With Government Auditing Standards

Schedule of Findings and Responses

Schedule of Special Local Option Sales Tax

10
11

21
23
25



FINANCIAL SECTION




PO.BOX 473 ILLIAMSON

CARTERSVILLE, GA 30120 LLOYD WILLIAMSON

(770) 382-3361 & CO., CPA’s CHRISTIAN HATCH

FAX (770) 386-8382
WWWWCPAS.COM

CERTIFIED PUBLIC ACCOUNTANTS AND ADVISORS

INDEPENDENT AUDITOR’S REPORT

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

We were engaged to audit the accompanying financial statements of the governmental activities and
each major fund of the City of Aragon, Georgia as of and for the year ended June 30, 2012, and the
related notes to the financial statements, which collectively comprise the City’s basic financial
statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

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

Auditor’'s Responsibility

Our responsibility is to express an opinion on the financial statements based on conducting the audit
in accordance with auditing standards generally accepted in the United States of America. Because
of the matters described in the basis for disclaimer of opinion paragraph, however, we were not able
to obtain sufficient appropriate audit evidence to provide a basis for an audit opinion.

Basis for Disclaimer of Opinion

Management is failing to exercise accounting oversight. There is no reconciliation of detail accounts
to the general ledger. Records and documents to support transactions are not being appropriately
maintained, and are incomplete. We were unable to verify all opening balances. Not all transactions
were posted to the general ledger. The City has no listing of its capital assets. The amount by which
these departures would affect the assets, fund balances, and revenues of the General and Special
Revenue Funds has not been determined.

Disclaimer of Opinion

Since the City was only able to provide limited corroborating evidence in support of the accompanying
financial statements and we were not able to apply other auditing procedures to satisfy ourselves as
to whether the financial statements are presented in accordance with generally accepted accounting
prinziples, the scope of work was not sufficient to enable us to express, and we do not express, an
opinion of the financial statements referred to in the first paragraph.
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Other Matters
Required Supplementary Information

Management has omitted Management's Discussion and Analysis that accounting principles
generally accepted in the United States of America requires to be presented to supplement the basic
financial statements. Such missing information, although not a part of the basic financial statements,
is required by the Governmental Accounting Standards Board, who considers it to be an essential
part of financial reporting for placing the basic financial statements in an appropriate operational,
economic, or historical context.

Other Information

The Schedules of Special Local Option Sales Tax Expenditures are the responsibility of management
and were derived from and relate directly to the underlying accounting and other records used to
prepare the basic financial statements. The information in these schedules has not been subjected to
auditing procedures due to the lack of supporting evidence available. We express no opinion on the
Schedules of Special Purpose Local Option Sales Tax.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated September
30, 2016, on our consideration of the City of Aragon, Georgia's internal control over financial reporting
and on our tests of its compliance with certain provisions of laws, regulations, contracts, and grant
agreements and other matters. The purpose of that report is to describe the scope of our testing of
internal control over financial reporting and compliance and the results of that testing, and not to
provide an opinion on internal control over financial reporting or on compliance. That report is an
integral part of an audit performed in accordance with Government Auditing Standards in considering
the City of Aragon, Georgia’s internal control over financial reporting and compliance.

Williamson & Company
Certified Public Accountants
September 30, 2016
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CITY OF ARAGON, GEORGIA
Statement of Net Assets
June 30, 2012

Assets
Cash and Cash Equivalents
Receivables
Restricted Cash
Prepaid Insurance
Capital Assets
Land and Improvements

Other Capital Assets, Net of Depreciation
Total Assets

Liabilities
Cash Overdraft
Accounts Payable
Salaries and Wages Payable
Long-Term Liabilities:
Due Within One Year
Due in More Than One Year
Total Liabilities

Net Assets
Invested In Capital Assets, Net of Related Debt
Restricted For
Capital Projects
Law Enforcement
Unrestricted
Total Net Assets

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

Primary
Government

Governmental
Activities

$ 79,141
77,179

2,630

57,019

255,800
1,741,411

2,213,179

23,263
104,563
165,504

86,870
63,617

443,817

1,846,724

(77,362)
$ 1,769,362




CITY OF ARAGON, GEORGIA
Statement of Activities
For the Year Ended June 30, 2012

Functions/Programs
Primary Government

Governmental Activities:
General Government
Municipal Court
Police
Fire
Public Works
Culture and Recreation
Planning and Zoning
Interest On Long-term Debt

Total Primary Government

Net (Expense)
Revenue and

Changes in
Program Revenues Net Assets
Primary
Government
Operating Capital
Charges for Grants and Grants and Governmental
Expenses Services Contributions Contributions Activities
$ 198,109 $ 17,575 § - % 64,937 $ (115,597)
51,492 215,227 163,735
318,136 8,929 - - (309,207)
43,939 - - - (43,939)
199,593 51,988 - - {147,605)
26,244 8,765 - - (17,479)
390 - - - (390)
13,842 - - - (13,842)
$ 851,745 $ 302484 § - % 64,937 (484,324)
General Revenues
Taxes
Property 184,508
Sales & Use 171,623
Franchise 47.611
Insurance Premium 58,583
Alcoholic Beverage 14,942
Real Estate Transfer 203
Investment Earnings 36
Gain (Loss) on Sale of Capital Assets -
Total General Revenues 477,506
Change In Net Assets (6,818)
Net Assets - Beginning 1,776,180
Net Assets - Ending $ 1,769,362

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



CITY OF ARAGON, GEORGIA
Balance Sheet
Governmental Funds

June 30, 2012
Total
2003 2008 Governmental
General SPLOST SPLOST Funds
Assets
Cash $ 79,141 % - % - § 79,141
Receivables 77,179 - - 77,179
Due From Other Funds - 23,034 74,697 97,731
Prepaid Insurance 57,019 - - 57,019
Cash - Restricted - 2,630 - 2,630
Total Assets 213,339 25,664 74,697 313,700
Liabilities
Cash Overdraft - - 23,263 23,263
Accounts Payable 104,563 - - 104,563
Salaries and Wages Payable 165,504 - - 165,504
Due to Other Funds 97,731 - - 97,731
Total Liabilities 367,798 - 23,263 391,061
Fund Balances
Restricted For
Capital Improvements - 25,664 51,434 77,098
Law Enforcement - - - -
Unassigned {154,452) - . {154,459}
Total Fund Balances {154,459) 25,664 51,434 (77,361)
Total Liabilities and Fund Balances § 213,339 $ 25664 % 74697 § 313,700
Reconciliation of the Balance Sheet to the
Statement of Net Assets
Total Fund Balances - Governmental Funds 3 (77,361)
Amounts reported for governmental activities in the Statement of Net Assets
are different because:
Capital assets used in governmental activities are not financial resources and
therefore are not reported in the governmental funds.
Governmental Capital Assets 3,327,692
L ess Accumuiated Depreciation {1,330.481)
1,997,211
Long-term liabilities are not due and payable in the
current period and therefore are not reported in the
goevernmental funds.
Leases Payable (150,487)
Rounding (1)
Net Assets of Governmental Activities 5 1,769,362

The accompanying notes are an integral part of this financial statement.
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CITY OF ARAGON, GEORGIA
Statement of Revenues, Expenditures, and Changes in Fund Balances
Governmental Funds
For the Year Ended June 30, 2012

2003 2008 Total
General SPLOST SPLOST Governmental

Fund Fund Fund Funds

Revenues

Taxes $ 305847 % - % - 8 305,847
Licenses and Permits 10,075 - - 10,075
Charges for Services 69,682 - 69,682
Fines and Forfeitures 222,728 - - 222,728
Intergovernmental 171,623 - 64,931 236,554
Investment Earnings 36 5 - 41
Other Revenue - - - -

Tota! Revenues 779,991 5 64,931 844,927
Expenditures
Current

General Government 174,826 - 331 175,157
Municipal Court 51,492 - - 51,492
Police 295,819 - - 295,819
Fire 13,889 - - 13,889
Public Works 160,347 - - 160,347
Culture and Recreation 17,272 - - 17,272
Pianning and Zoning 390 = - 390
Debt Service
Principal 9,300 - 65,391 74,691
Interest 978 - 12,532 13,510
Capital Qutlay
Recreation - - 10,000 10,000
Total Expenditures 724,313 - 88,254 812,567
Excess (Deficiency) of Revenues
Over Expenditures 55,678 5 (23,323) 32,360
Other Financing Sources {Uses)
Capital Leases e - - -
Sale of capital assets - - -

Total Other Financing Sources (Uses) - - - =
Net Change in Fund Balances 55,678 5 (23,323) 32,360
Fund Balances - Beginning (210,137) 25,659 74,757 (109,721)
Fund Bzlances - Ending $ (154,459 § 25664 § 51,434 % (77,361)

The accompanying notes are an integral part of this financial statement.
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CITY OF ARAGON, GEORGIA
Reconciliation of the Statement of Revenues,
Expenditures, and Changes in Fund Balances of Governmental Funds
to the Statement of Activities for the Year Ended June 30, 2012

Net Change in Fund Balances $ 32,360

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

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

Expenditures for Capital Assets 16,435
Less Current Year Depreciation (130,303)
(113,868)
Issuance and repayment of long-term debt is an other financing source and
expenditure in the governmental funds but the repayment reduces long-term
liabilities in the Statement of Net Assets.
Capital Lease Proceeds -
Principle Payments On Capital Leases 74,691
Rounding (1
Change In Net Assets Of Governmental Activities $ (6,818)

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

Statement of Revenues, Expenditures, and Changes in Fund Balances

Budget and Actual - General Fund
For the Year Ended June 30, 2012

Revenues
Taxes
Licenses and Permits
Charges for Services
Fines and Forfeitures
Intergovernmental
Investment Earnings

Total Revenues

Expenditures
Current
General Government
Municipal Court
Police
Fire
Public Works
Culture and Recreation
Planning and Zoning
Debt Service
Principal
Interest
Total Expenditures

Excess {Deficiency) of Revenues
Over (Under) Expenditures

Other Financing Sources (Uses)

Capitzl Leases
Sale of capital assets

Net Change In Fund Balances

Fund Balances - Beginning

Fund Balances - Ending

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

Budgeted Amounts
Variance With
Original Final Actual Final Budget
321,000 $ 321,000 305,847 $ {15,153)
10,000 10,000 10,075 75
62,400 62,400 69,682 7,282
166,000 166,000 222,728 56,728
165,000 165,000 171,623 6,623
50 50 36 (14)
724,450 724,450 779,991 55,5641
128,701 129,701 174,826 (45,125)
44,500 44,500 51,492 (6,992)
287,044 287,044 295,819 (8,775)
17,045 17,045 13,889 3,156
206,260 206,260 160,347 45,913
26,900 26,900 17,272 9,628
2,000 2,000 390 1,610
10,000 10,000 9,300 700
1,000 1,000 978 22
724,450 724,450 724,313 137
- 55,678 55,678
- - 55,678 55,678
(210,137) (210,137) {210,137) -
(210,137) $ (210,137) $§ (154,459) § 55,678
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CITY OF ARAGON, GEORGIA
Schedule of Revenues, Expenditures, and Changes in Fund Balance
Budget and Actual - 2003 SPLOST Fund
For the Year Ended June 30, 2012

Project Length
Budgeted Amounts
Variance with
Qriginal Final Actual Final Budget
Revenues
intergovemmental $ 250,000 % 250,000 $ - § {250,000)
Investment Earnings - - 5 5
Total Revenues 250,000 250,000 5 (249,995}
Expenditures
Current
General Government : - «
Capital Outlays
Administration 7,384 7,384 . 7,384
Public Safety 35,170 35,170 - 35,170
Public Works 207,446 207,446 - 207,446
Animal Control . -
Debt Service
Principal - - - -
Interest - - - -
Total Expenditures 250,000 250,000 - 250,000
Excess (Deficiency) of Revenues
Over (Under) Expenditures - - 5 5
Net Change in Fund Balance - - 5 5
Fund Balance - Beginning of Year - = 25,659 25,659
Fund Balance - End of Year 3 - $ - $ 25,664 § 25,664

The accompanying notes are an integral part of this financial statement.
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CITY OF ARAGON, GEORGIA
Schedule of Revenues, Expenditures, and Changes in Fund Balance
Budget and Actual - 2008 SPLOST Fund
For the Year Ended June 30, 2012

Project Length
Budgeted Amounts
Variance with
Original Final Actual Final Budget
Revenues
Intergovernmental $ 507,600 $ 507,600 § 64,931 $§ (442,669}
Investment Eamings - = - -
Total Revenues 507,600 507,600 64,931 {442,669)
Expenditures
Current
General Govemment - - 331 {331)
Capital Outlays
Administration 18,200 18,200 - 18,200
Public Safety 287,400 287.400 - 287,400
Public Works 202,000 202,000 - 202,000
Recreation - - 10,000 (10,000)
Debt Service
Principal - - 65,391 (65,391)
Interest - - 12,632 (12,532)
Total Expenditures 507,600 507,600 88,254 419,346
Excess (Deficiency) of Revenues
Over {(Under) Expenditures - = (23,323) (23,323)
Net Change in Fund Balance - - (23,323} (23,323}
Fund Balance - Beginning of Year - - 74,757 74,757
Fund Balance - End of Year $ - § - % 51434 § 51,435

The accompanying notes are an integral part of this financial statement.
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CITY OF ARAGON
Notes to the Financial Statements
For the Fiscal Year Ended June 30, 2012

Note 1. Summary of Significant Accounting Policies

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

A. Reporting Entity

The City of Aragon, Georgia was incorporated in 1914 under the laws of the State of
Georgia and adopted its current charter in 1971. It operates under a Mayor and Council form
of government. As required by generally accepted accounting principles, the financial
statements of the reporting entity include those of the City (the primary government) and its
component units. Certain potential component units might be considered for inclusion in the
financial report because of the significance of the City's influence over their operation or
finances. Significant influence or accountability is based primarily on operational or financial
relationships with the City (as distinct from legal relationships). In accordance with the
above criteria, the City does not include any component units in its financial report.

Joint Ventures and Related Organizations. The City is required by State iaw to be a
member of the regional development commission (RDC). The City pays its prorata share of
operating costs and would be liable for a prorata share of any unpaid liabilities if the RDC
were to go out of existence. However, the City has no material equity interest in the RDC
and it is not included in these financial statements. Separate financial statements for the
RDC are available at the Northwest Georgia Regional Commission in Rome, Georgia.

B. Measurement Focus, Basis of Accounting and Basis of Presentation

The government-wide financial statements use the flow of all-economic resources
measurement focus and the accrual basis of accounting. No fiduciary funds are included.
Internal activities such as interfund payables and receivables are eliminated at the
government-wide level. Governmental fund financial statements employ the current
financial resources measurement focus and the modified accrual basis of accounting,
primarily for budgeting purposes. The main difference is that “expenditures” include
payments for capital assets and current principal paid on long-term debt, since these use
current resources, but not depreciation or revenues collected more than two months after
year end since they do not use or provide current financial resources. Proceeds from long-
term debt are also shown in the governmental funds statement of revenues, expenditures
and changes in fund balances, since it is a current resource.

Under the modified accrual basis of accounting revenues are recognized when susceptible
to accrual (i.e., when they are “measurable and available’). “Measurable” means the
amount of the transaction can be determined and “available® means collectible within the
current period or soon enough thereafter to pay liabilities of the current period. The City
considers property taxes available if they are collected within 60 days after year-end.
Expenditures are recorded when the related fund liability is incurred. Principal and interest
on general long-term debt are recorded as fund liabilities when due.
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CITY OF ARAGON
Notes to the Financial Statements
For the Fiscal Year Ended June 30, 2012

Revenues susceptible to accrual are property taxes, franchise taxes, licenses, interest
revenue and charges for services. Sales taxes collected and held by the state at year-end
on behalf of the government also are recognized as revenue. All other general fund
revenues are not susceptible to accrual because generally they are not measurable until
received in cash.

The City reports the following major funds:
The General Fund is the City's primary operating fund, accounting for all financial
resources of the general government, except those required to be accounted for in

another fund.

The SPLOST Funds account for the special purpose local option sales tax resources
and projects approved by the voters.

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

2. Receivables

All trade and tax receivables are shown net of an allowance for uncollectibles, if
applicable.

3. Prepaid Expenses
Prepaid expenses are recognized during the benefiting period.
4. Restricted Cash and Net Assets

Certain net assets are externally restricted to specific uses by law, contract or donor.
The City's policy is to first use restricted resources for restricted purposes when
both restricted and unrestricted net assets are available.

5. Capital Assets

All capital assets including infrastructure (paving} are recorded at cost and
depreciated (except for land) using the straight-line method over estimated useful
lives ranging from 5 to 20 years for equipment, 20 to 50 for buildings and
improvements and 20 to 50 for infrastructure. Construction interest is capitalized
and included in the cost of any constructed fixed assets. Donated fixed assets are
valued at their estimated fair market value on the date received.
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CITY OF ARAGON
Notes to the Financial Statements
For the Fiscal Year Ended June 30, 2012

The cost of normal maintenance and repairs that do not add to the value of the asset
or materially extend asset lives are not capitalized. Improvements are capitalized
and depreciated over their estimated useful lives. Capital items costing less than
$1,000 are expensed.

6. Fund Equity

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

Fund Balance - represents the difference between current assets and current
liabilities. In the fund financial statements, governmental funds report fund balance
classifications based on the extent to which the City is bound to honor constraints on
the specific purposes for which amounts in those funds can be spent. Fund
balances are classified as follows:

» Nonspendable — fund baiances are reported as nonspendable when amounts
cannot be spent because they are either (a) not in spendable form (for
example, items that are not expected to be converted to cash) or (b) legally or
contractuaily required to be maintained intact.

¢ Restricted — fund balances are reported as restricted when there are
limitations imposed on their use either through the enabling legislation
adopted by the City or through external restrictions imposed by creditors,
grantors or laws or regulations of other governments.

o Committed — fund balances are reported as committed when they can be
used only for specific purposes pursuant to constraints imposed by formal
action of the City Council through the adoption of a resolution. Only the City
Council may modify or rescind the commitment.

¢ Assigned — fund balances are reported as assigned when amounts are
constrained by the City’s intent to be used for specific purposes, but are
neither restricted nor committed. Intent would be expressed by the City
Council itself or the Council would delegate the authority to assign fund
balance to management.

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

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

Net Assets — represents the different between assets and liabilities. Net assets
invested in capital assets, net of related debt consists of capital assets, net of
accumulated depreciation, reduced by the outstanding balances of any unspent
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CITY OF ARAGON
Notes to the Financial Statements
For the Fiscal Year Ended June 30, 2012

borrowings for the acquisition and/or construction of capital assets. Net assets may
be reported as restricted or unrestricted.

7. Deferred Outflows/Inflows of Resources

In addition to assets, the statement of financial position will sometimes report a
separate section for deferred outflows of resources. This separate financial
statement element, deferred ouiflows of resources, represents a consumption of net
position that applies to a future period(s) and so will not be recognized as an outflow
of resources (expense/ expenditure) until then. The City had no items that qualified
as a deferred outflow of resources for fiscal 2012.

In addition to liabilities, the statement of financial position will sometimes report a
separate section for deferred inflows of resources. This separate financial statement
element, deferred inflows of resources, represents an acquisition of net position that
applies to a future period(s} and so will not be recognized as an inflow of resources
(revenue) until that time. The City had no items that qualified as a deferred inflow of
resources for fiscal 2012.

Note 2. Stewardship, Compliance, and Accountability
Budgetary Information

The City's charter, adopted in 1971, requires the Council to adopt a budget and approve all
expenditures, but is silent as to desired leve! of budgetary control. However the City
customarily publishes its budget by line items within each department indicating that the
legal levei of control is the line item. This goes beyond what Georgia law requires as to the
lagal level of control which is at the departmental level. Budgets are generally not adopted
on a basis consistent with generally accepted accounting principles but based on the
indicated actual cash revenues and expenditures which do not include depreciation or
accruals.

The budget is prepared by line items for each function (department), and activity. The
proposed budget is prepared by the Mayor and presented to the Council for review. The
Council holds public hearings and may make changes prior to adoption by ordinance.
Changes that alter total revenues/expenditures must be approved by an affirmative vote of a
majority of the council. Prior to year-end, the Council may make amendments to the budget
by approving additional expenditures or revenues. All annual appropriations lapse at year-
end.

In the General Fund, expenditures exceeded appropriations as follows:

General Government $ 45125
Municipal Court 6,992
Police 8,775
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CITY OF ARAGON
Notes to the Financial Statements
For the Fiscal Year Ended June 30, 2012

Note 3. Cash Deposits With Banks

At year-end, the book balance of the City’s deposits was $58,402.56 and the bank balances
were $9,523.57. The City’s deposits are insured up to $100,000.00 by the FDIC as of the
year end and any remaining balance is collateralized with securities held by the bank’s trust
department in the City’s name. This represents a category 2 level of risk. The City has no
investments.

Note 4. Property Taxes

Property taxes were levied in 2012 on property values assessed as of January 1 of the
previous calendar year. Taxes are generally billed in March of the year and are due on
June 30. Although interest begins accruing on July 1 for those unpaid taxes, the 10%
penalty is not assessed until 90 days after the due date. Assessed value is 40% of the
estimated or appraised market value. Taxes receivable on June 30, are booked as
revenues for government wide financial statements, but only the taxes collected in July and
August of the following year are booked as revenue for the General Fund financial
statements.

Taxes receivable at June 30, 2012 totaled $63,923. Taxes were assessed at $12.40 per
$1,000 of assessed value. The total taxable assessed value of property was $16,661,593,

and the estimated market value was $41,6563,658. Total taxes billed were $184,780.

Note 5. Capital Assets

Balance Balance

July 1, 2011 Additions Deletions June 30, 2012
Nondepreciable Capital Assets
Land $ 255800 & - 8 - $ 255800
Depreciable Capital Assets
Buildings and Improvements 1,420,424 10,000 - 1,430,424
Infrastructure 41,203 - - 41,203
Equipment 1,593,831 6,435 - 1,600,266
Tota! Depreciable Capital Assets 3,055,458 16,435 - 3,071,893
Less Accumulated Depreciation
Buildings and Improvements (300,010) (29,607) - (329,617)
Infrastructure (9,813) (1,387) - (11,200)
Equipment (890,356) (99,308) (989,664)
Total Accumulated Depreciation (1,200,179) (130,303) - {1,330,482)
Depreciable Capital Assets, Net 1,855,279 (113,868) - 1,741,411
Capital Assets, Net $2,111,079 $(113,868) $ - $ 1,997,211
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CITY OF ARAGON
‘Notes to the Financial Statements
For the Fiscal Year Ended June 30, 2012

Depreciation expense was charged to City departments as follows:

General Government $ 28,717
Police 22,318
Fire 30,051
Public Works 40,246
Recreation 8,972

Total $ 130,303

Note 6. Lease Obligations

Capital Leases. The City has entered into various lease agreements for equipment
purchases. The terms of these agreements are capital in nature. The equipment under the
lease agreements have total historical costs of $386,856 and accumulated depreciation of
$108,323.

The following is a schedule of the future minimum lease payments under capital leases, and
the present value of the net minimum lease payments as of June 30, 2012

Year Ending Governmental
June 30 Activities

2013 $ 97,844

2014 39,299

2015 29,475

Total Minimum Lease Payments 166,618
Less Amounts Representing Interest (16,131)
Present Value of Future Minimum Lease Payments $ 150,487

Note 7. Interfund Receivables, Payables, and Transfers

Due To/From Other Funds

Outstanding balances between funds reported as “due to/from other funds” include
outstanding charges by one fund to another for services, short-term non-operating subsidies
and other miscellaneous transactions between funds. This activity is similar to
lending/borrowing arrangements and outstanding balances at year-end are presented as
“duefto from other funds”. Balances between governmental or proprietary funds are netted
when presented in the government-wide statements and reported as “internal balances”. As
of June 30, 2012, interfund receivables and payables that resulted from various interfund
transactions were as follows:
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CITY OF ARAGON
Notes to the Financial Statements
For the Fiscal Year Ended June 30, 2012

Receivable Fund Payable Fund Amount
Capital Proj.-2003 SPLOST General Fund 23,035
Capital Proj.-2008 SPLOST General Fund 74,697

$ 97,732

Note 8. Accrued Vacation and Sick Pay

Employees are granted vacation in varying amounts depending on longevity of the
employee. Vacation must be taken before the end of the calendar year and cannot be paid
in lieu of taking unless approved by Mayor and Council. No unused vacation days may be
carried over to the next year. The City grants sick leave at 8 days a year at the beginning of
the each calendar year. Each employee may carry over a maximum of 180 hours into the
next fiscal year. At fiscal year-end, accumulated vacation and leave amounts were
insignificant.

Note 9. Commitments, Contingencies, and Risk Management

The City is exposed to various risks of losses related to torts; thefts of, damage to, and
destruction of assets; errors and omissions; injuries to employees; and natural disasters.

Aragon has joined together with other municipalities in the state as part of the Georgia
Interlocal Risk Management Agency Property and Liability Insurance Fund (GIRMA) and the
Georgia Municipal Association Group Self-Insurance Workers Compensation Fund, a public
entity risk pool currently operating as a common risk management and insurance program
for member local governments.

As part of these risk pools, Aragon is obligated to pay all contributions and assessments as
prescribed by the pools, to cooperate with the pools’ agents and attorneys, to follow loss
reduction procedures established by the funds, and to report as promptly as possible, and in
accordance with any coverage descriptions issued, all incidents which could result in the
funds being required to pay any claim of loss. Aragon is also to allow the pools’ agents and
attorneys to represent it in investigation, settlement discussions and all levels of litigation
arising out of any claim made against Aragon within the scope of loss protection furnished
by the funds.

The funds are to protect its members against liability or loss as prescribed in the members’
contracts and in accordance with the worker's compensation laws of Georgia. The funds
are to pay all costs against members in any legal proceeding defended by the members, all
interest accruing after entry of judgment, and all expenses incurred for investigation,
negotiation or defense.

Settled ciaims in the past three years have not exceeded the coverages and there has been
no significant reduction in the coverages.
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CITY OF ARAGON
Notes to the Financial Statements
For the Fiscal Year Ended June 30, 2012

Grants are subject to audit and adjustment by the grantors, mainly state agencies. Any
disallowed expenditure could constitute a liability to the City. Such amounts if any cannot be
determined at this time but are not expected to be material.

No legal actions by or against the City were in progress at year-end that would have a
material adverse effect on Aragon’s financial condition. Workers’ Compensation Claims

Note 10. Pension Plan

Plan Description. The City has a non-contributory defined benefit plan covering all full time
employees. The plan, the City of Aragon Retirement Plan, is administered by the Georgia
Municipal Employees Benefit System (GMEBS), a statewide, agent multiple-employer type
plan. GMEBS policy direction and oversight for the fund is provided by a 15 member board
comprised of elected and appeinted officials from the fund's membership. GMEBS handles
all administrative and investment functions relative to the plan. The City established the
plan effective December 1, 1983, and the authority to establish, amend or discontinue the
plan remains with the City. The plan provides pension benefits and death and disability
benefits for all employees that have been employed full time for one year. Members may
retire at 65 years of age with 5 years of service. Early retirement is possible at age 55 with
10 years of service. Benefits are calculated at 1.75% of the average monthly earnings for
the period of the five highest years prior to retirement.

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

Funding Policy and Annual Contributions. The funding policy for the plan is to contribute an
amount equal to the recommended contribution in each year. These contributions are
determined under the projected unit credit actuarial cost method and the asset valuation
method for developing the actuarial value of assets. The period, and related method, for
amortizing the initial unfunded actuarial accrued liability is level dollar over 30 years for the
initial unfunded accrued liability, 15 years for actuarial gains and losses, 20 years for plan
provisions and 30 years for actuarial assumptions and cost methods. These amortization
periods, if applicable, are closed for this pian year.

The Plan is subject to the minimum funding standards of the Public Retirement Systems
Standards Law (Georgia Code Section 47-20-10). According to the latest actuarial
valuation, dated January 1, 2010, the estimated minimum annual contribution under these
funding standards is $15,804.

According to the most recent annual plan valuation dated January 1, 2011, the
recommended contribution to the plan for 2012 is $16,584 ($0 employee and $16,584
empioyer; 0% employee and 6.78% employer of covered payroll respectively), and for 2011
was $15,804 ($0 employee and $15,804 employer; 0% employee and 5.63% employer of
covered payroll respectively). Covered payroll for 2012 and 2011 is $238,502 and $273,632
respectively.
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Funded Status. GASB No. 27 requires disclosure of the City’s annual pension cost,
percentage of annual pension cost contributed and net pension obligation for the most
recent two years. The annual pension cost is based on fiscal year, which differs from the
actuarial year.

Three-Year Trend information

Fiscal Employer Percentage Net (EOY)
Year Annual Pension of APC Pension
Ending Cost Contributed Obligation
2012 $ 16,584 100% $ -
2011 15,804 100% -
2010 16,315 100% -

Schedule of Funding Progress

6)
Unfunded
(3) Actuarial
Unfunded Accrued
Actuarial (1) (2) Actuarial {4) Liability As %
Valuation Actuarial Actuarial Accrued Funded (5) Of Covered
Dated Value Accrued Liability Ratio Covered Payroll
January 1 Of Assets Liability {2)-(1) (1)(2) Payroll (3)/(5)
2011 391,973 290,958 {101,015) 134.7% 256,690 0.0%
2010 368,069 263,619 {104,450) 139.6% 273,632 0.0%
2009 333,769 290,830 (42,939) 114.8% 273,632 0.0%

Significant Actuarial Assumptions. A variety of significant actuarial assumptions are
used to determine the standardized measure of the pension benefit obligation and these

assumptions are summarized below:
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Notes to the Financial Statements
For the Fiscal Year Ended June 30, 2012

Rate of return on investment
Projected salary increases for
Inflation
Annual rates of increase in:
Salaries
Future Social Security Wage
Base
Cost of living adjustment

Post retirement benefit increases

Actuarial Methods:

Normal Cost and Actuarial
Accrued Liability

Actuarial Value of Assets

7.75% per year

3.5% per year

Table of rates based on age/sve
3.5%

3.5%

Not applicable

Projected Unit Credit

Sum of the actuarial value at the beginning of
year and the cash flow during year plus

the assumed investment return, adjusted by
10 percent of the amount that the value
exceeds or is less than the market value at
end of year. The actuarial value is adjusted,
if necessary, to be within 20% of market
value.

Actuarial assumptions are the same as those used in the preceding year.

As of October 1, 2011, employee membership data related to the current plan

membership was as follows:

Number of retirees and beneficiaries currently receiving benefits

W

Number of terminated employees entitled to benefits,

but not yet receiving them
Number of Active Plan Participants

Vested

Nonvested

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

To the Honorable Mayor and Coungil
Of the City of Aragon, Georgia

We were engaged to audit the financial statements of the governmental activities and each major fund
of the City of Aragon, Georgia, as of and for the year ended June 30, 2012, and the related notes to
the financial statements, which collectively comprise the City of Aragon, Georgia’s basic financial
statements.

Internal Control Over Financial Reporting

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

Qur consideration of internal control was for the limited purpose described in the preceding paragraph
and was not designed to identify all deficiencies in internal control that might be material weaknesses
or significant deficiencies and therefore, material weaknesses or significant deficiencies may exist that
were not identified. However, as described in the accompanying schedule of findings and questioned
costs, we identified certain deficiencies in internal control that we consider to be material weaknesses.

A deficiency in infernal 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 maferial weakness is a deficiency, or a
combination of deficiencies, in internal control such that there is a reasonable possibility that a material
misstatement of the entity’s financial statements will not be prevented, or detected and corrected on a
timely basis. A significant deficiency is a deficiency, or a combination of deficiencies, in internal control
that is less severe than a material weakness, yet impartant enough to merit attention by those charged
with governance. We consider the deficiencies described in the accompanying schedule of findings
anc questioned costs, identified as items 12-01, 12-02, 12-03, 12-04, and 12-05 to be material
weaknesses.

Compliance and Other Matters

As part of our engagement with the City of Aragon, we performed tests of its compliance with certain
provisions of laws, regulations, contracts, and grant agreements, noncompliance with which could
have a direct and material effect on the determination of financial statement amounts. However,
providing an opinion on compliance with those provisions was not an objective of our audit, and
accordingly, we do not express such an opinion. The results of our tests disclosed instances of
norcompliance or other matters that are required to be reported under Government Auditing
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Standards and which are described in the accompanying schedule of findings and questioned costs as
items 12-01, 12-02, 12-03, 12-04, and 12-05.

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 interal control and
compliance. Accordingly, this communication is not suitable for any other purpose.

W lliamron 4 &7‘7&47
Williamson & Company

Certified Public Accountants
September 30, 2016
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CITY OF ARAGON, GEORGIA
Schedule of Findings
June 30, 2012

Finding 12-1 Segregation of Duties

Criteria:  Local governments should have controls in place that either segregate certain job duties
between employees or compensate for the lack of segregation among job duties.

Condition: As of the end of field work, the majority of the City’s financial activities including receipts,
disbursements, deposits, and payroll processing, were being performed by the City Clerk.

Effect: Material weakness in the City’s internal control environment.
Cause: Lack of resources to support increased accounting staff.

Recommendation:  We recommend the City establish some compensating controls that will help
reduce the risk of material misstatement due to its material weakness associated with its lack of duty
segregation. Ideally, the City will hire additional, trained staff. Some examples of compensating
controls would be to outsource payroll processing, expand review and approval procedures for cash
disbursements, and have an external accountant familiar with governmental accounting to review the
City’s books periodically throughout the year.

Finding 12-2 Records Retention

Criteria: Municipalities must maintain records which support their revenue and expense
transactions.

Condition: Accounting records in support of City revenue and expense transactions are incomplete
and/or incorrectly filed.

Effect: Inability to verify significant amounts of City transactions.
Cause: Lack of management oversight.

Recommendation: Those with primary responsibility for records retention need to understand what
is required for adequate verifiability of City transactions, and there should be upper management
oversight of these functions.

Finding 12-3 Accounting Oversight

Criteria: A deficiency in the design of controls exists when employees or management lack
the qualifications and training to prepare interim and year-end financial statements in accordance
with generally accepted accounting principles.

Condition: The City failed to exercise accounting oversight by not reconciling detait records to
the general ledger and by not ensuring adequate records retention.

Effact: Incomplete records, inaccurate accounting records, unreconciled detail-to-general ledger
accounts.

Cause: Lack of accounting oversight.
Recommendation: The City should evaluate the cost effectiveness of further staff training in

order to improve internal contrel, and upper level management should take a more active role in the
daily operations of city employees involved in accounting functions.
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Finding 12-4 Capital Asset Records

Criteria:  Municipalities are responsible for maintaining current capital asset listings.

Condition: The City has no internaliy-maintained records of its capital asset acquisitions and related
depreciation, such as fire trucks, public works equipment, and police cruisers. The items listed here
are not all-inclusive of what the City should be tracking.

Effect: The City cannot provide a comprehensive, current listing of its land, capital structures,
infrastructure, and equipment.

Cause: Lack of management oversight in ensuring that such a listing is maintained as required.
Recommendation:  The City should undertake to create and maintain such a listing, as required.

Finding 12-5 Payroll Withholdings

Criteria:  Municipalities are responsible for the timely withholding and remittance of payroll taxes to
appropriate state and federal agencies, in accordance with applicable laws.

Condition: The City has failed to remit withheld payroll taxes to the appropriate state and federal
agencies.

Effect: The City is in violation of multiple state and federal regulations, and is subject to costly fines
and possible asset seizure by these agencies in their attempts to collect past due taxes.

Cause: Lack of management oversight/accountability in ensuring that the City adheres to
applicable payroll laws and regulations.

Recommendation: Those charged with the governance of the City must ensure adherence to
applicabie laws and regulations.
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CITY OF ARAGON, GEORGIA
Schedule of Special Purpose Local Option Sales Tax Expenditures
Fiscal Year Ended June 30, 2012

Estimated Costs Expenditures
Project Description Original Current Prior Years  Current Year Total
2003 SPLOST
Public Works Equipment $ 116681 § 147661 § 219,539 § - & 219,539
Police Equipment 35,170 35170 60,424 = 60,424
Administrative Equipment 7,384 7.384 17,959 - 17,959
Sidewalks 80,785 45,785 - - -
Animal Control - 14,000 9,168 - 9,168
Total 2003 SPLOST $ 250,000 $ 250,000 $ 307,091 § - § 307,090
2008 SPLOST
Fire Dept. Vehicles & Equipment $ 225000 $ 225000 & 77,319 % 38954 § 116,273
Police Vehicles & Equipment 62,400 62,400 35,023 11,358 46,381
Administrative Equipment 18,200 18,200 . - -
Public Works Vehicles & Equipment 202,000 202,000 28,291 27,942 56,233
Recreation Improvements & Equipment - - 4,200 10,000 14,200
Total 2008 SPLOST $ 507600 $ 507600 § 144833 § 88,264 § 233,087

This SPLOST Schedule is prepared on the accrual basis of accounting.
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