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INDEPENDENT AUDITOR'S REPORT

June 26, 2026

To the Mayor and City Council
CITY OF ARCADE, GEORGIA
Jefferson, Georgia

Report on the Audit of the Financial Statements
Opinions

We have audited the accompanying financial statements of the governmental activities, each
major fund, and the aggregate remaining fund information of City of Arcade, Georgia, as of and
for the year ended December 31, 2025, and the related notes to the financial statements, which
collectively comprise the City of Arcade, Georgia's basic financial statements as listed in the
table of contents.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the respective financial position of the governmental activities, each major fund, and the
aggregate remaining fund information of City of Arcade, Georgia, as of December 31, 2025, and
the respective changes in financial position, and, where applicable, cash flows there of for the
year then ended in accordance with accounting principles generally accepted in the United States
of America.

Basis for Opinions

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government
Auditing Standards issued by the Comptroller General of the United States. Our responsibilities
under those standards are further described in the Auditor's Responsibilities for the Audit of the
Financial Statements section of our report. We are required to be independent of City of Arcade,
Georgia and to meet our other ethical responsibilities, in accordance with the relevant ethical
requirements relating to our audit. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our audit opinions.
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Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with accounting principles generally accepted in the United States of America, and
for 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.

In preparing the financial statements, management is required to evaluate whether there are
conditions or events, considered in the aggregate, that raise substantial doubt about the City of
Arcade, Georgia's ability to continue as a going concern for twelve months beyond the financial
statement date, including any currently known information that may raise substantial doubt
shortly thereafter.

Auditor's Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a
whole are free from material misstatement, whether due to fraud or error, and to issue an
auditor's report that includes our opinions. Reasonable assurance is a high level of assurance but
is not absolute assurance and therefore is not a guarantee that an audit conducted in accordance
with generally accepted auditing standards and Government Auditing Standards will always
detect a material misstatement when it exists. The risk of not detecting a material misstatement
resulting from fraud is higher than for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the override of internal control.
Misstatements are considered material if there is a substantial likelihood that, individually or in
the aggregate, they would influence the judgment made by a reasonable user based on the
financial statements.

In performing an audit in accordance with generally accepted audit standards and Government
Auditing Standards, we:

e Exercise professional judgment and maintain professional skepticism throughout the
audit.

e Identify and assess the risks of material misstatement of the financial statements, whether
due to fraud or error, and design and perform audit procedures responsive to those risks.
Such procedures include examining, on a test basis, evidence regarding the amounts and
disclosures in the financial statements.

e Obtain an understanding of internal control relevant to the audit 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 City of Arcade, Georgia's internal control.
Accordingly, no such opinion is expressed.

e Evaluate the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluate the overall
presentation of the financial statements.
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e Conclude whether, in our judgment, there are conditions or events, considered in the
aggregate, that raise substantial doubt about City of Arcade, Georgia's ability to continue
as a going concern for a reasonable period of time.

We are required to communicate with those charged with governance regarding, among other
matters, the planned scope and timing of the audit findings, significant audit findings and certain
internal control-related matters that we identified during the audit.

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis and budgetary comparison information be presented to
supplement the basic financial statements. Such information is the responsibility of management
and, although not a part of the basic financial statements, is required by the Governmental
Accounting Standards Board who considers it to be an essential part of financial reporting for
placing the basic financial statements in an appropriate operational, economic, or historical
context. We have applied certain limited procedures to the required supplementary information
in accordance with auditing standards generally accepted in the United States of America, which
consisted of inquiries of management about the methods of preparing the information and
comparing the information for consistency with management’s responses to our inquiries, the
basic financial statements, and other knowledge we obtained during our audit of the basic
financial statements. We do not express an opinion or provide any assurance on the information
because the limited procedures do not provide us with sufficient evidence to express an opinion
or provide any assurance.

Management has omitted the management’s discussion and analysis that accounting principles
generally accepted in the United States of America require to be presented to supplement the
basic financial statements. Such missing information, although not a part of the basic financial
statements, is required by the Governmental Accounting Standards Board who considers it to be
an essential part of financial reporting for placing the basic financial statements in an appropriate
operational, economic, or historical context. Our opinions on the basic financial statements is not
affected by this missing information.

Supplementary Information

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the City of Arcade, Georgia’s basic financial statements. The Budgetary
Schedule - Drug Fund and Schedule of Projects Constructed with Special Purpose Local Sales
Tax Proceeds, which is presented for purposes of additional analysis as required by Official
Code of Georgia 48-8-121, are not a required part of the basic financial statements.

The supplementary information as defined above is the responsibility of management and was
derived from and relate directly to the underlying accounting and other records used to prepare
the basic financial statements. The information has been subjected to the auditing procedures
applied in the audit of the basic financial statements and certain additional procedures, including
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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 supplementary information
identified above is fairly stated, in all material respects, in relation to the basic financial
statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated June
26, 2026, on our consideration of the City of Arcade, 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 solely 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 effectiveness of the City of
Arcade, Georgia's 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 City of Arcade, Georgia’s internal control over financial reporting and compliance.

Bates, Cactin £ &,/ LLP
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City of Arcade, Georgia
STATEMENT OF NET POSITION

December 31, 2025
PRIMARY
GOVERNMENT
GOVERNMENTAL
ASSETS ACTIVITIES
Cash $ 1,889,245
Investments 1,366,707
Receivables 280,692
Prepaid items 52,297
Restricted assets:
Cash 213,924
Capital assets:
Capital assets not being depreciated 2,247,083
Capital assets being depreciated 5,402,174
Less: accumulated depreciation (2.000.964)
Capital assets, net of depreciation 5.648.293
TOTAL ASSETS 9.451.158
DEFERRED OUTFLOWS OF RESOURCES
Pension Expense 39.483
TOTAL DEFERRED OUTFLOWS OF RESOURCES 39.483
TOTAL ASSETS & DEFERRED OUTFLOWS OF RESOURCES 9.490.641
LIABILITIES
Accounts payable 366,074
Other accrued items 1,818
Unearned revenue 28,612
Amount held for developers 65,000
Noncurrent liabilities:
Due within one year
Compensated absences payable 14,654
Notes payable 7,177
Due in more than one year
Compensated absences payable 21,982
Developer Deposits Payable 913,083
TOTAL LIABILITIES 1,418,400
NET POSITION
Investment in capital assets 5,641,116
Restricted for:
Capital outlay projects 1,684,788
Public safety programs 11,234
Unrestricted 735.103
TOTAL NET POSITION $ 8,072,241

The accompanying notes are an integral part of this statement.



City of Arcade, Georgia
STATEMENT OF ACTIVITIES
For the Year Ended December 31, 2025

NET (EXPENSE) AND
CHANGES IN NET
POSITION
.............. PROGRAM REVENUES.............. PRIMARY GOVERNMENT
OPERATING CAPITAL
CHARGES FOR GRANTS AND GRANTS AND GOVERNMENTAL
FUNCTIONS/PROGRAMS EXPENSES SERVICES CONTRIBUTIONS CONTRIBUTIONS ACTIVITIES
PRIMARY GOVERNMENT
GOVERNMENTAL ACTIVITIES
General government $ 466,722  $ 225,363 § 254,486 $ - $ 13,127
Judicial 58,489 - - - (58,489)
Public safety 572,304 226,319 - - (345,485)
Public works 338,134 - 79,364 254,866 (3,904)
Recreation and culture 51,646 2,800 - 255,200 206,354
Total Governmental Activities 1,487,295 454,982 333,850 510,066 (188,397)
TOTAL PRIMARY GOVERNMENT $ 1,487,295 $ 454982 $ 333,850 $ 510,066 (188,397)
GENERAL REVENUES
Motor vehicle taxes 43,574
Local option sales taxes 588,579
Insurance premium taxes 205,059
Franchise taxes 87,389
Alcohol beverage taxes 27,256
Total taxes 951,857
Unrestricted investment earnings 53,466
TOTAL GENERAL REVENUES AND TRANSFERS 1,005,323
CHANGES IN NET POSITION 816,926
NET POSITION, Beginning 7,255,315
NET POSITION, Ending $ 8,072,241

The accompanying notes are an integral part of this statement.




City of Arcade, Georgia
BALANCE SHEET

GOVERNMENTAL FUNDS
December 31, 2025
DRUG FUND -

NONMAJOR TOTAL
GOVERNMENTAL GOVERNMENTAL

ASSETS GENERAL SPLOST FUNDS
Cash $ 208,440 $ 1,669,571 11,234 $ 1,889,245
Investments 1,366,707 - 1,366,707
Due from other governments 59,397 94,955 154,352
Receivables 126,340 - 126,340
Prepaid items 52,297 - 52,297

Restricted assets:

Cash 213,924 - 213,924
TOTAL ASSETS 2.027.105 1.764.526 11,234 3.802.865
TOTAL ASSETS AND DEFERRED

OUTFLOWS OF RESOURCES $ 2,027,105 $ 1,764,526 $ 11234 $ 3,802,865
LIABILITIES, DEFERRED INFLOWS OF
RESOURCES AND FUND BALANCES
LIABILITIES
Accounts payable $ 286,336 $ 79,738  $ $ 366,074
Other accrued items 1,818 - 1,818
Unearned revenue 28,612 - 28,612
Amount held for developers 65,000 - 65,000
TOTAL LIABILITIES 381,766 79,738 461,504
TOTAL LIABILITIES AND DEFERRED
INFLOWS OF RESOURCES 381,766 79,738 461,504
FUND BALANCES
Nonspendable:
Prepaid expenditure 52,297 - 52,297
Restricted:
Capital outlay projects - 1,684,788 1,684,788
Public safety projects - - 11,234 11,234
Committed:
Capital equipment and infrastructure 251,782 - 251,782
Unassigned: 1,341,260 - 1,341,260
TOTAL FUND BALANCES 1,645,339 1,684,788 11,234 3,341,361
TOTAL LIABILITIES, DEFERRED
INFLOWS OF RESOURCES AND FUND
BALANCES $ 2,027,105 $ 1,764,526  § 11,234 $ 3,802,865

The accompanying notes are an integral part of this statement.



City of Arcade, Georgia
RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET TO THE
STATEMENT OF NET POSITION
For the Year Ended December 31, 2025

Total Fund Balances for Governmental Funds (page 3) $ 3,341,361

Total net position reported for governmental activities in the statement
of net position is different because:

Capital assets used in the governmental activities are not financial
resources and therefore are not reported in the funds. 5,648,293

Some assets and deferred outflows/inflows are not available in the current
period, and therefore, are not reported in the funds.
Deferred Outflows(inflows) - pension expense 39,483

Some liabilities, including bonds payable, are not due and payable in the current
period and therefore are not reported in the funds.

Compensated absences (36,636)
Developer Deposits Payable (913,083)
Notes payable (7.177)
(956,896)
Total net position of governmental activities (page 1) $ 8,072,241

The accompanying notes are an integral part of this statement.



City of Arcade, Georgia
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND
BALANCES GOVERNMENTAL FUNDS
For the Year Ended December 31, 2025

DRUG FUND -
NONMAJOR TOTAL
GOVERNMENTAL GOVERNMENTAL
REVENUES GENERAL SPLOST FUND FUNDS
Motor vehicle tax $ 43,574 $ - $ - $ 43,574
Insurance premium tax 205,059 - - 205,059
Local option sales tax 588,579 - - 588,579
Franchise taxes 87,389 - - 87,389
Alcohol beverage taxes 27,256 - - 27,256
Licenses and permits 13,790 - - 13,790
Intergovernmental 254,486 587,678 - 842,164
Charges for services 214,373 - - 214,373
Fines and forfeitures 226,409 - - 226,409
Interest income 53,449 1,752 17 55,218
Miscellaneous 410 - - 410
TOTAL REVENUES 1,714,774 589,430 17 2,304,221
EXPENDITURES
Current Expenditures
General government 440,404 - - 440,404
Judicial 58,489 - - 58,489
Public safety 521,261 - - 521,261
Public works 220,406 79,738 - 300,144
Intergovernmental 4,350 - - 4,350
Capital outlay 1,234,630 621,132 - 1,855,762
Debt service
Principal 7,177 - - 7,177
TOTAL EXPENDITURES 2,486,717 700,870 - 3,187,587
EXCESS (DEFICIENCY) OF REVENUES
OVER(UNDER) EXPENDITURES (771,943) (111,440) 17 (883,366)
OTHER FINANCING SOURCES (USES)
Proceeds from contract payable 913,083 - - 913,083
TOTAL OTHER FINANCING SOURCES
(USES) 913,083 - - 913,083
NET CHANGE IN FUND BALANCES 141,140 (111,440) 17 29,717
FUND BALANCES, Beginning of year 1,504,200 1,796,228 11,217 3,311,645
FUND BALANCES, End of year $ 1,645339 $ 1,684,788 $ 11,234  § 3,341,361

The accompanying notes are an integral part of this statement.



City of Arcade, Georgia

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES AND

CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS TO THE

STATEMENT OF ACTIVITIES
For the Year Ended December 31, 2025

Net change in fund balances (page 5)
Amounts reported for governmental activities in the statement of activities are different because:

Governmental funds report capital outlays as expenditures. However, in the statement of activities, the cost of
those assets is allocated over their estimated useful lives and reported as depreciation expense. This is the
amount by which capital outlays exceeded depreciation in the current period.

Capital outlay
Depreciation expense

Under the modified accrual basis of accounting used in the governmental funds, expenditures are not
recognized for transactions that are not normally paid with expendable available financial resources. In the
statement of activities, however, which is presented on the accrual basis, expenses and liabilities are reported
regardless of when financial resources are available. In addition, interest on long-term debt is not recognized
under the modified accrual basis of accounting until due, rather than as it accrues. Also, governmental funds
report the effect of premiums, discounts, and similar items when debt is first issued, where as these amounts are
deferred and amortized in the statement of activities. This adjustment combines the net change of two balances.

Issuance of debt

Principal payments on long-term debt

Pension Costs for new pension plan

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

Compensated absences, current year
Compensated absences, prior year

Rounding
Changes in net position of governmental activities (page 2)

The accompanying notes are an integral part of this statement.

1,855,762
(190,776)

(913,083)
7,177
39,483

(36,636)
25,287

$ 29,717

1,664,986
(866,423)
(11,349)
S ©)]
$ 816,926



City of Arcade, Georgia
NOTES TO FINANCIAL STATEMENTS
December 31, 2025

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements of the City of Arcade, Georgia have been prepared in conformity with
generally accepted accounting principles (GAAP) as applied to government 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 City's accounting policies are described below.

(A) REPORTING ENTITY

The reporting entity consists of the following:

o The primary government;
o Organizations for which the primary government is financially accountable;
o Other organizations that, because of the nature and significance of their relationship with

the primary government, may not be excluded from the financial reporting entity;

For financial reporting purposes, management has considered all potential component units. The
decision whether to include a potential component unit in the reporting entity was made by
applying the criteria set forth in GAAP. There are no component units.

(B) GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENTS

The government-wide financial statements (i.e., the statement of net position and the statement
of activities) report information on all of the nonfiduciary activities of the primary government.
For the most part, the effect of interfund activity has been removed from these statements.
Governmental activities, which normally are supported by taxes and intergovernmental revenues,
are reported separately from business-type activities, which rely to a significant extent on fees
and charges for services. There are no business type activities.

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



City of Arcade, Georgia
NOTES TO FINANCIAL STATEMENTS
December 31, 2025

Separate financial statements are provided for governmental funds and proprietary funds. Major
individual governmental funds and major individual enterprise funds are reported as separate
columns in the fund financial statements. The City has no enterprise funds to report.

(C) MEASUREMENT FOCUS, BASIS OF ACCOUNTING, AND FINANCIAL STATEMENT
PRESENTATION

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

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

Property taxes, sales tax, franchise taxes, charges for services, and interest associated with the
current fiscal period are all considered to be susceptible to accrual and so have been recognized
as revenues of the current fiscal period. All other revenue items are considered to be measurable
and available only when cash is received by the City.

The City reports the following major governmental funds:

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

The SPLOST Capital Projects Fund accounts for funds received from a local 1% sales
tax reserved for construction of various capital projects.



City of Arcade, Georgia
NOTES TO FINANCIAL STATEMENTS
December 31, 2025

Additionally, the City reports the following fund type:

Special revenue funds are used to account for the proceeds of specific revenue sources
that are legally or donor restricted to expenditures for specified purposes.

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

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

(D) ASSETS, LIABILITIES, DEFERRED OUTFLOWS/INFLOWS, AND NET POSITION OR
FUND BALANCE

Deposits and Investments

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

State statutes authorize the City to invest in obligations of the U.S. Treasury and its agencies and
instrumentalities; bonds or certificates of indebtedness of this state and of its agencies and
instrumentalities; and certificates of deposits of banks insured by FDIC.

Investments are recorded at fair value based on quoted market prices as of the balance sheet date.
Increases or decreases in fair value during the year are recognized as part of interest income.

Receivables and Payables

Activity between funds that are representative of lending/borrowing arrangements outstanding at
the end of the fiscal year are referred to as either “interfund receivables/payables™ (i.e., the
current portion of interfund loans) or “advances to/from other funds” (i.e., the non-current
portion of interfund loans). All other outstanding balances between funds are reported as
“interfund receivables/payables.” Any residual balances outstanding between the governmental
activities and business-type activities are reported in the government-wide financial statements
as “internal balances.”



City of Arcade, Georgia
NOTES TO FINANCIAL STATEMENTS
December 31, 2025

Advances between funds, as reported in the fund financial statements, are offset by a fund
balance reserve account in applicable governmental funds to indicate that they are not available
for appropriation and are not expendable available financial resources.

Inventories and Prepaid Items

Inventories, consisting of expendable supplies, not held for resale are valued at cost using the
first-in/first-out (FIFO) method. The costs of governmental fund-type inventories are recorded as
expenditures when consumed rather than when purchased.

Certain payments to vendors reflect costs applicable to future accounting periods and are
recorded as prepaid items in both government-wide and fund financial statements.

Capital Assets

Capital assets, which include property, plant, equipment, and infrastructure assets (e.g. roads,
bridges, sidewalks, culverts, and similar items), are reported in the applicable governmental or
business-type 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 and an estimated useful life
in excess of two years.

Such assets are recorded at historical cost or estimated historical cost if purchased or
constructed. Donated capital assets are recorded at estimated fair market value at the date of
donation. Streets, bridges and culverts acquired prior to January 1, 1983 have not been reported.

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

Major outlays for capital assets and improvements are capitalized as projects are constructed.
No interest was capitalized during 2025.

Property, plant and equipment are depreciated using the straight line method over the following
estimated useful lives:

Asset Years
Buildings 20-50
Machinery and equipment 5-7
Vehicles 3-5
Infrastructure 50
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City of Arcade, Georgia
NOTES TO FINANCIAL STATEMENTS
December 31, 2025

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 outflows
of resources, represents a consumption of net position that applies to a future period and so will
not be recognized as an outflow of resources (expense/expenditure) until then. The City can have
two items that qualify for reporting in this category. These two items may consist of the deferred
charge on refunding and deferred charge in pension expense. A deferred charge on refunding
results from the difference in the carrying value of refunded debt and its reacquisition price. This
amount is deferred and amortized over the shorter of the life of the refunded or refunding debt.
The amortization is part of the interest expense for the year. The deferred charge in pension
expense represents differences between expected and actual experience with regard to economic
or demographic factors in the measurement of the total pension liability and changes of
assumptions about future economic or demographic factors or of other inputs. These deferred
outflows will be recognized in pension expense using a systematic and rational method over a
closed five-year period, beginning in the current reporting period.

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 and
so will not be recognized as an inflow of resources (revenue) until that time. The City can have
three items that qualify for reporting in this category. The first item is deferred inflows related to
pension expense, which represents differences between expected and actual experience with
regard to economic or demographic factors in the measurement of the total pension liability and
changes of assumptions about future economic or demographic factors or of other inputs. These
deferred inflows will be recognized in pension expense using a systematic and rational method
over a closed five-year period, beginning with the current reporting period. The remaining two
items consist of unavailable revenue and unearned revenue. Unavailable revenue is reported only
in the governmental funds balance sheet and only arises under the modified accrual basis of
accounting. The governmental funds may report unavailable revenues from two sources:
property taxes and special assessments. The City has no items to report as a deferred inflows of
resources.
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City of Arcade, Georgia
NOTES TO FINANCIAL STATEMENTS
December 31, 2025

Compensated Absences

It is the City’s policy to permit employees to accumulate earned but unused vacation and sick
pay benefits. In accordance with the provisions of Statement of Governmental Accounting
Standards No. 101, “Accounting for Compensated Absences,” a liability is recognized for unpaid
accumulated sick leave only when it is probable that the benefits will be paid, such as upon
employee illness, and the amount can be reasonably estimated. All vacation pay is accrued when
incurred in the government-wide and proprietary financial statements. A liability for these
amounts is reported in the governmental funds only if they have matured, for example, as a result
of employee resignations and retirements.

Long-term Obligations

In the government-wide financial statements, long-term debt and other long-term obligations are
reported as liabilities in the applicable governmental activities statement of net position.

Fund Equity

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

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

o Nonspendable - Fund balances are reported as nonspendable when the amounts cannot be
spent because they are either (a) not in spendable form (i.e., items that are not expected to
be converted to cash like inventories and prepaid items) or (b) legally or contractually
required to be maintained intact.

o 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.

12



City of Arcade, Georgia
NOTES TO FINANCIAL STATEMENTS
December 31, 2025

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 prior to the end of the fiscal year. In order to modify
or rescind the commitment, the City Council must adopt another resolution.

o 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.
Through resolution, the City Council has authorized the City's administrator to assign
fund balances.

o Unassigned - Fund balances are reported as unassigned as the residual amount when the
balances do not meet any of the above criterion. The City reports positive unassigned
fund balance only in the general fund. Negative unassigned fund balances may be
reported in all other governmental funds.

Net Position - Net position represents the difference between assets, liabilities and deferred
outflows/inflows of resources. Net investment in capital assets consists of capital assets, net of
accumulated depreciation, reduced by the outstanding balances of any debt used for the
acquisition, construction, or improvement of those assets. In determining the outstanding balance
of any borrowing, proceeds of that debt which has not been spent is deducted. Accounts payable
for costs related to acquisition, construction, or improvement of those capital assets is considered
debt for this calculation. Net position is reported as restricted as described in the fund balance
section above. All other net position is reported as unrestricted.

When both restricted and unrestricted resources are available for use, it is the City’s policy to use
restricted resources first, then committed, assigned, and unassigned (or unrestricted) resources as
they are needed.

Net Investment in Capital Assets

The "net investment in capital assets" reported on the government-wide statement of net position
as of December 31, 2025 are as follows:

Governmental Activities

Net investment in capital assets:

Cost of capital assets $ 7,649,257
Accumulated depreciation (2,000,964)
Net book value 5,648,293
Notes payable related to capital assets (7,177)
Net investment in capital assets $ 5,641,116
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City of Arcade, Georgia
NOTES TO FINANCIAL STATEMENTS
December 31, 2025

Management Estimates

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

NOTE 2 - FUND BALANCE/NET POSITION

The government-wide statement of net position reports $1,696,022 of restricted net position, of
which $1,696,022 is restricted by enabling legislation.

Additional details related to fund balances at the governmental fund level are presented below:

Restricted:
SPLOST Fund

Capital outlay projects - For funds received from the imposition of the

Special Purpose Local Option Sales Tax (SPLOST) restricted by the

voter approved referendum $ 1,684,788
Total Major Fund Restrictions 1,684,788

Nonmajor Funds
Public Safety programs -

Drug Fund - For monies restricted for public safety purposes. 11,234
Total Nonmajor Fund Restrictions 11,234
Total Restricted Fund Balance $ 1,696,022

NOTE 3 - STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY

(A) BUDGETARY INFORMATION

Prior to January 1, the department heads submit to the City Council a proposed operating budget
for each department for the fiscal year commencing January 1. The operating budget includes
proposed expenditures and the means of financing them. The City follows these procedures in
establishing the budgetary data reflected in the financial statements:
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City of Arcade, Georgia
NOTES TO FINANCIAL STATEMENTS
December 31, 2025

1. The City Council holds a public hearing on the budget.
2. The budget is then revised and adopted or amended by the City Council at a public meeting.

3. The budget may be amended during the year only by formal action of the City Council at a
regular meeting.

The budget is adopted on a basis consistent with generally accepted accounting principles.
Annual appropriated budgets are adopted for the general fund. Budget amounts are as originally
adopted, or as amended by the Council. Project length budgets are adopted for the capital
projects funds. Annual operating budgets are prepared for each enterprise fund for planning,
control and evaluation purposes. Budgetary amounts are not formally integrated into proprietary
fund general ledgers.

The City’s department heads may make transfers of appropriations within a department.
Transfers of appropriations between departments require the approval of the governing council.
The legal level of budgetary control is the department level.

(B) EXCESS OF REVENUES AND EXPENDITURES OVER APPROPRIATIONS

At December 31, 2025, there were no excess of expenditures over budget at the legal level of
budgetary control.

(C) DEFICIT FUND EQUITY

At December 31, 2025, no funds had deficit fund equity.
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City of Arcade, Georgia
NOTES TO FINANCIAL STATEMENTS
December 31, 2025

NOTE 4 - DEPOSITS AND INVESTMENTS

DEPOSITS

Custodial credit risk - deposits. In case of deposits, this is the risk that in the event of a bank
failure, the City's deposits may not be returned. The City’s policy permits the City to exceed the
FDIC insured limit in making deposits in commercial banks and savings and loans institutions if
the funds are otherwise adequately secured. As of December 31, 2025 all deposits of the City
were adequately insured or collateralized. At year end, the City's carrying amount of deposits
was $2,169,937 and the bank balance was $2,072,874.

In case of deposits, this is the risk that in the event of a bank failure, the government's deposits
may not be returned. The City does not have a formal policy related to this risk. At December
31, 2025, all of the City’s deposits were properly insured or collateralized with securities held by
the City or by its agent in the City's name. Statutes require collateral pledged in the amount of
110% of deposits.

Depositories may secure deposits of public funds using the dedicated method or the pooled
method as described below:

Under the dedicated method, a depository shall secure the deposits of each of its public
depositors separately.

Under the pooled method, a depository shall secure deposits of public bodies which have
deposits with it through a pool of collateral established by the depository with a
custodian for the benefit of public bodies having deposit with such depository as set forth
in code Section 45-8-13.1.

The City utilized the pooled method to secure its deposits of public funds.
INVESTMENTS

A hierarchy for inputs used in measuring fair value that maximizes the use of observable inputs
and minimizes the use of unobservable inputs requiring that the most observable inputs be used
when available was establish. Level 1 within the hierarchy states that valuations are based on
unadjusted quoted market prices for identical assets in active markets. Level 2 within the
hierarchy states that valuations are based on observable inputs other than Level 1 process, such
as quoted prices for similar assets, quoted prices in inactive markets and other inputs that may be
corroborated by observable market data. Level 3 assets are not actively traded, and their values
can only be estimated using a combination of complex market prices, mathematical models, and
subjective assumptions.
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City of Arcade, Georgia
NOTES TO FINANCIAL STATEMENTS
December 31, 2025

As of December 31, 2025, the only assets that are measured at fair value on a recurring basis in
periods subsequent to initial recognition are investments. Such investments are classified within
Level 1 of the valuation hierarchy. As of December 31, 2025, the only assets measured at fair
value on recurring basis in periods subsequent to initial recognition are investments. Such
investments are classified within Level 1 or Level 2 of the valuation hierarchy.

INVESTMENTS: At December 31, 2025, the City had the following investments:
Investment Maturities (in Years)

FMYV Level 1/

Investment Type Fair Value Less Than 1 Rating (1)
GA Fund 1 $ 1,366,707 $ 1,366,707 AAAmM
Maximum Investment 100%

(1) Standards & Poors

The Local Government Investment Pool, “Georgia Fund 1”7, created by OCGA 36-83-8, is a
stable net asset value investment pool which follows Standard and Poor’s criteria for AAAm
rated money market funds. However, Georgia Fund 1 operates in a manner consistent with Rule
2a-7 of the Investment Company Act of 1940 and is considered to be a 2a-7 like pool. The pool
is managed by the Office of the State Treasurer. The pool is not registered with the SEC as an
investment company. The pool’s primary objectives are safety of capital, investment income,
liquidity and diversification while maintaining principal ($1.00 per share value). Net asset value
is calculated weekly to ensure stability. The pool distributes earnings (net of management fees)
on a monthly basis and determines participant’s shares sold and redeemed based on $1.00 per
share. The City has no investment policy that would further limit its investment choices.
Investments are carried at fair value. Unrealized gain is recognized as income.

Interest rate risk. The City does not have a formal investment policy that limits investment
maturities as a means of managing its exposure to fair value losses arising from increasing
interest rates.

Credit Risk. State statutes authorize the City to invest in obligations of the U.S. Treasury and of

its agencies and instrumentalities; bonds or certificates of indebtedness of this state and of its
agencies and instrumentalities; certificates of deposits of banks insured by FDIC.
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City of Arcade, Georgia
NOTES TO FINANCIAL STATEMENTS
December 31, 2025

State law allows investments in bonds, debentures, notes or other evidences of indebtedness of
any solvent corporation subject to certain conditions. The City has no investment policy that
would further limit its investment choices. At December 31, 2025, the ratings of its investments
are shown above.

Concentration of credit risk. The City places no limit on the amount it may invest in any one
issuer.

Custodial credit risk - investments. For an investment, this is the risk that, in the event of the
failure of the counterparty, the government will not be able to recover the value of its
investments or collateral securities that are in the possession of an outside party.

NOTE 5 - RECEIVABLES

Receivables as of year-end for the City’s individual major governmental funds in the aggregate,
including the applicable allowances for uncollectible accounts, are as follows:

General
Fund SPLOST

Receivables:

Taxes $ 126,340 $ -

Intergovernmental 59,397 94,955
Total Gross Receivables 185,737 94,955
Less: Allowance for Uncollectibles - -
Total Net Receivables $ 185,737 $ 94,955

Governmental funds report deferred revenue in connection with receivables for revenues that are
not considered to be available to liquidate liabilities of the current period. Governmental funds
also defer revenue recognition in connection with resources that have been received, but not yet
earned. At the end of the current fiscal year, the various components of deferred revenue and
unearned revenue reported in the governmental funds were as follows:

Unearned
American Rescue Plan Act
(General Fund) $ 28,612
Total Unearned $ 28,612
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City of Arcade, Georgia

NOTES TO FINANCIAL STATEMENTS

December 31, 2025

NOTE 6 - CAPITAL ASSETS

Capital asset activity for the year ended December 31, 2025, was as follows:

Beginning Ending
Balance Additions Retirements Transfers Balance
Governmental Activities:
Non-Depreciable Assets:
Land and improvements $ 615170 $ - $ $ - $ 615,170
Construction in progress 454.844 1.177.069 - 1.631.913
Total non-depreciable capital assets 1,070,014 1,177.069 - 2.247.083
Depreciable Assets:
Buildings and improvements 3,214,765 - - 3,214,765
Machinery and equipment 369,211 250,706 - 619,917
Vehicles 338,987 57,561 - 396,548
Infrastructure 800,518 370.426 - 1.170.944
Total depreciable capital assets 4.723.481 678.693 - 5.402.174
Less Accumulated Depreciation for:
Buildings and improvements 1,179,818 83,240 - 1,263,058
Machinery and equipment 300,951 53,421 - 354,372
Vehicles 293,627 29,476 - 323,103
Infrastructure 35.792 24.639 - 60.431
Total accumulated depreciation 1,810,188 190,776 - 2.000.964
Total depreciable capital assets, net 2.913,293 487917 - 3,401,210
Governmental activities capital assets, net $§ 3.983.307 § 1.664.986 §$ $ - $ 5648293

Additions to governmental activities capital assets for the year ending December 31, 2025,

consist of the following:

Capital Outlay
Total

Non-depreciable capital assets additions
Depreciable capital assets additions
Total
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City of Arcade, Georgia
NOTES TO FINANCIAL STATEMENTS
December 31, 2025

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

Governmental Activities:

General Government $ 55,347
Public Safety 49,271
Public Works 34,513
Recreation and Culture 51,645
Total depreciation expense-governmental activities $ 190,776

The City has authorized construction projects. The remaining costs are split between the portion
of the contracts that have been entered into for which the work had not been done prior to
December 31, 2025, and the remainder of the authorized project expenditure for which contracts
have not been entered into as of year end. The source of financing for the remaining project cost
is noted below:

Project Expended  Contracts  Authorized Funding

Project Authorization  to Date  in Progress Not Obligated Source
Sewage Treatment Plant $ 15,000,000 $1,604,775 - $ 13,395,225 ARPA/
DEV
Mayor's Park Phase 1 17,638 17,638 - - SPLOST
Kitchen Upgrade 1 9,500 9,500 - - SPLOST

Total Governmental Activities: $ 15,027,138 $1,631,913 § $ 13,395,225
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City of Arcade, Georgia
STATISTICAL INFORMATION
December 31, 2025
NOTE 7 - LONG-TERM LIABILITIES

Long-term liability activity for the year ended December 31, 2025, was as follows:

Beginning Ending Due Within  Due After
Balance Additions  Reductions Balance One Year One Year
Governmental Activities:
Capital Projects $ - $ 913,083 $ - $ 913,083 §$ - $ 913,083
Compensated absences 25,287 15,631 (4,282) 36,636 14,654 21,982
Notes payable 14.353 - (7.176) 7.177 - 7.177
Total Governmental activities
long-term liabilities $ 39,640 § 928,714 $§ (11.458) § 956,896 § 14,654 $ 942,242
CAPITAL PROJECTS

On December 17, 2024, the City entered into an Infrastructure Development and Escrow
Agreement with GDCI GA 10, L.P. (the “Developer”) and Dorough & Dorough, LLC (the
“Escrow Agent”). Under this agreement, the Developer is required to deposit up to $20,000,000
into escrow to fund the design, engineering, and construction of a sanitary sewer and wastewater
treatment facility and related infrastructure (the “Infrastructure Improvements”) on City-owned
property. The City is responsible for managing construction and for submitting eligible
construction costs for reimbursement from the escrow funds.

The City does not have an unconditional or present right to the escrowed funds at inception.
Funds held in escrow may only be accessed by the City upon incurrence and substantiation of
eligible construction costs, and only upon submission of a draw to, and approval by, the escrow
agent. Unused escrowed funds at the completion of the project, or under certain termination or
default conditions, will revert to the Developer rather than to the City. Accordingly, the City
does not recognize the escrowed cash as an asset until an eligible cost has been incurred and an
approved draw has been submitted.

As of December 31, 2025, the City had incurred and been reimbursed for $913,083 in eligible
construction costs from the escrow account. Under the terms of the agreement, the City is
required to remit a specified percentage of future water and sewer tap fees to the Developer until
the Developer has been fully reimbursed for its advances and costs, after which the City becomes
entitled to all subsequent fees. The City’s obligation to remit a share of future user charges
represents a long-term liability, which is reported in the statement of net position as “Developer
Deposits Payable.” As of December 31, 2025, the City’s long-term obligation related to draws
from the escrow account was $913,083.The maximum commitment of Developer under the
escrow agreement is $20,000,000.
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City of Arcade, Georgia
STATISTICAL INFORMATION
December 31, 2025

The City’s obligations to the Developer are limited to remittance of future tap fees as described
above, and any excess project costs beyond the escrowed amount are the sole responsibility of
the City. No City funds are at risk for the initial project costs up to the escrowed amount.

At year-end, $19,086,917 of escrowed Developer funds remained available for eligible project
costs. The City expects the construction phase to continue through 2027. If the project is not
completed or if eligible costs are not incurred, unspent escrow funds will revert to the Developer.
The City’s only liability is for the amount drawn and reimbursed, which is payable over time
from user charges as outlined above.

NOTES PAYABLE

The City will make payments to Jackson County in the amount of $21,530 for the purpose
replacing the radio systems used by the police department. Per the terms of the note agreement,
principle payments will be paid every year. For the year ending December 31, 2025, the City
made $14,354 in principal payments. The amount outstanding as of December 31, 2025 is

$7,177.

The annual requirements to amortize notes payable outstanding as of December 31, 2025, are as
follows:

Year ending

December 31 Principal Interest Total
2026 7,177 - 7,177
Total $ 7.177 $ - $ 7.177

NOTE 8 - CONTINGENT LIABILITIES / RISK MANAGEMENT

The City receives grants from various granting agencies, which are subject to audit and
adjustment by these agencies. The City is not aware of any adjustments or expenditures, which
may be disallowed and restitution, if any, is not determinable at this time.

Pursuant to Title 34, Chapter 9, Article 5 of the Official Code of Georgia Annotated, the City
became a member of the Georgia Municipal Association Workers’ Compensation Self Insurance
Fund. As part of this risk pool, the City is obligated to pay all contributions and assessments; to
cooperate with the pool’s agents and attorneys; to follow loss reduction procedures established
by the fund, and to report as promptly as possible, in accordance with any coverage descriptions
issued, all incidents that could require the fund to pay any type loss. The City is also to allow all
the pool’s agents and attorneys to represent the City in investigations settlement discussions and
all level of litigation arising out of any claim made against the City.
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City of Arcade, Georgia
NOTES TO FINANCIAL STATEMENTS
December 31, 2025

The fund is to defend and protect the members of the funds against liability or loss as prescribed
in the member government contract and in accordance with the workers’ compensation law of
Georgia. The fund is to pay all cost taxed against the members in any legal proceedings defended
by the members, all interest accruing after entry of judgment, and all expenses incurred for
investigation, negotiation or defense.

The City is a member of the Georgia Interlocal Risk Management Agency which allows the City
to share liability, crime, motor vehicle and property damage risks. Chapter 85, Title 36, of the
Official Code of Georgia Annotated authorizes Georgia municipalities to form interlocal risk
management agencies. The Georgia Interlocal Risk Management Agency (GIRMA) is a
municipal interlocal risk management agency to function as an unincorporated nonprofit
instrumentality of its member municipalities - GIRMA establishes and administers one or more
group self insurance funds and a risk management service to prevent or lessen the incidence and
severity of causality and property losses occurring in the operation of municipal government.
GIRMA is to defend and protect in accordance with the member government contract and related
coverage descriptions and any member of GIRMA against liability or loss.

As part of this risk pool, the City is obligated to pay all contributions and assessments; to
cooperate with the pool’s agents and attorneys; to follow loss reduction procedures established
by the fund, and to report as promptly as possible, in accordance with any coverage descriptions
issued, all incidents that could require the fund to pay any type loss. The City is also to allow
all the pool’s agents and attorneys to represent the City in investigations settlement discussions
and all level of litigation arising out of any claim made against the City. The City must
participate at all times in at least one fund which is established by GIRMA.

The City retains the first $1,000 of each risk of loss in the form of a deductible. The City files all
claims with GIRMA. GIRMA bills the City for any risk of loss up to the $1,000 deductible. The
basis for estimating the liabilities for unpaid claim is "IBNR" established by an actuary.

During the year ended December 31, 2025, the City did not incur claims. The City has not
compiled a record of the claims paid up to the $1,000 deductible for the prior years. The City is
not aware of any claims which the City is liable for (up to the $1,000) which were outstanding
and unpaid at December 31, 2025. No provisions have been made in the financial statements for
the year ended December 31, 2025, for any estimate of potential unpaid claims.

The City is exposed to various risks of loss related to tort; theft of, damage to and destruction of

assets; errors and omissions; and natural disasters for which the City carries commercial
insurance.
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City of Arcade, Georgia
NOTES TO FINANCIAL STATEMENTS
December 31, 2025

City management feels the above coverage is adequate. There has not been any significant
reduction in coverage from the prior year. In addition, settled claims resulting from these risks
have not exceeded commercial insurance coverages in any of the past three fiscal years.

NOTE 9 - INTERFUND RECEIVABLES AND PAYABLES

There were no balances in due to/from other funds at December 31, 2025.

NOTE 10 - DEFINED CONTRIBUTION PENSION PLAN

The City of Arcade transitioned its employee retirement plan from a SIMPLE IRA to a defined
benefit pension plan effective February 1, 2025. As of the end of the fiscal year, an actuarial
valuation as required under GASB Statement No. 68 had not yet been obtained. Accordingly, the
financial statements do not include the net pension liability or the related deferred outflows or
inflows of resources. Instead of recognizing the pension expense of $39,483 for FY 2025, the
City will record the full amount as a deferred outflow of resources until the next fiscal year’s
audit period, at which time an actuarial report will be obtained. Management intends to comply
with GASB 68 recognition and disclosure requirements once the valuation is completed.

NOTE 11 - NORTHEAST GEORGIA REGIONAL COMMISSION

Under Georgia law, the City in conjunction with other cities and counties in the area are
members of the Northeast Georgia Regional Commission (NEGRC) and is required to pay
annual dues there to. During the year ended December 31, 2025, the City paid no dues.
Membership in the NEGRC is required by the official Code of Georgia Annotated (OCGA)
Section 50-8-34 which provides for the organizational structure of the NEGRC in Georgia. The
NEGRC Board membership includes the chief elected official of each county and municipality
of the area. OCGA 50-8-39.1 provides that the member governments are liable for any debts or
obligations of an NEGRC. Separate financial statements may be obtained from:

Northeast Georgia Regional Commission

305 Research Dr.
Athens, Georgia 30503-1720
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NOTE 12 - AMERICAN RESCUE PLAN ACT FUNDING

In March 2020, the World Health Organization declared the outbreak of a novel coronavirus
(COVID-19) as a "Public Health Emergency of International Concern," adversely impacted
global commercial activity and contributed to significant declines and volatility in financial
markets.

On March 11, 2021 the American Rescue Plan Act of 2021, ("ARPA") was enacted. The City
received $717,939 as of December 31, 2022. These funds will be used for expenditures related to
the COVID-19 pandemic and guidelines issued by the United States Department of the Treasury.
During the current year, the City recognized $689,327 as revenue and retains $28,612 as
unearned revenue. See Note 5 for more information about unearned revenue.
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City of Arcade, Georgia
BUDGETARY COMPARISON SCHEDULE
GENERAL FUND
For the Year Ended December 31, 2025
(Required Supplementary Information)

VARIANCE WITH
FINAL BUDGET
BUDGET AMOUNTS POSITIVE
ORIGINAL FINAL ACTUAL (NEGATIVE)
FUND BALANCE, Beginning of year $ 1,504,201 $ 1,504,201 $ 1,504,201 -
RESOURCES (INFLOWS)
Property tax 45,000 45,000 43,574 (1,426)
Insurance premium taxes 172,000 172,000 205,059 33,059
Financial institution taxes 600,000 600,000 588,579 (11,421)
Franchise taxes 76,700 76,700 87,389 10,689
Alcohol beverage taxes 30,000 30,000 27,256 (2,744)
Licenses and permits 10,800 925,800 13,790 (912,010)
Intergovernmental - 255,000 254,486 (514)
Charges for services 50,000 50,000 214,373 164,373
Fines and forfeitures 213,008 219,008 226,409 7,401
Interest income 50,000 50,000 53,449 3,449
Miscellaneous 2,340 119,840 410 (119,430)
Proceeds from contracts payable - - 913,083 913,083
Total Resources (Inflows) 1,250,348 2,543,348 2,627,857 84,509
AMOUNTS AVAILABLE FOR APPROPRIATION 2,754,549 4,047,549 4,132,058 84,509
CHARGES TO APPROPRIATIONS (OUTFLOWS)
Current Expenditures
General Government
Administration 501,060 501,060 454,254 46,306
Buildings - 1,170,000 1,167,569 2,431
Total General Government 501,060 1,671,060 1,621,823 49,237
Judicial
Municipal court 52,510 58,510 58,489 21
Total Judicial 52,510 58,510 58,489 21
Public Safety
Police 498,621 588,621 586,003 2,618
Total Public Safety 498,621 588,621 586,003 2,618
Public Works
Highways and streets 194,345 221,345 220,404 941
Total Public Works 194,345 221,345 220,404 941
TOTAL CHARGES TO APPROPRIATIONS 1,246,536 2,539,536 2,486,719 52,817
CHANGE IN FUND BALANCE 3,812 3,812 141,138 137,326
FUND BALANCE, End of year $ 1,508,013 § 1,508,013 § 1,645,339 137,326

NOTES TO THE BUDGETARY COMPARISON SCHEDULE
1. The budgetary basis of accounting used in this schedule is the same as GAAP.
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City of Arcade, Georgia
BUDGETARY COMPARISON SCHEDULE

DRUG FUND - NONMAJOR GOVERNMENTAL FUND
For the Year Ended December 31, 2025
SUPPLEMENTAL INFORMATION

VARIANCE WITH
FINAL BUDGET
BUDGET AMOUNTS POSITIVE
ORIGINAL FINAL ACTUAL (NEGATIVE)
FUND BALANCE, Beginning of year $ 11,217 § 11,217 § 11,217 -
RESOURCES (INFLOWS)
Interest income - - 17 17
Total Resources (Inflows) - - 17 17
AMOUNTS AVAILABLE FOR APPROPRIATION 11,217 11,217 11,234 17
TOTAL CHARGES TO APPROPRIATIONS - - - -
CHANGE IN FUND BALANCE - - 17 17
FUND BALANCE, End of year $ 11,217 § 11,217 § 11,234 17

NOTES TO THE BUDGETARY COMPARISON SCHEDULE
1. The budgetary basis of accounting used in this schedule is the same as GAAP.
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City of Arcade, Georgia
SUPPLEMENTARY INFORMATION

SCHEDULE OF PROJECTS CONSTRUCTED WITH SPECIAL PURPOSE LOCAL OPTION SALES TAXES

For the Year Ended December 31, 2025

EXPENDITURES
PROJECT ORIGINAL ESTIMATED CURRENT ESTIMATED PRIOR YEARS CURRENT YEAR
COSTS COSTS
Jackson County, Georgia SPLOST #6 - Commenced July 1, 2017
Roads, Streets and Sidewalks  $ 905,760 $ 1,003,484 $ 602,658 621,132 (1)
Park Improvements Incl. Land
Acquisition 377,400 377,400 506,810
Land Acquisition -
Community Center 226,440 226,440 166,320
Totals $ 1,509.600 $ 1,607.324 § 1.275.788 621.132
Jackson County, Georgia SPLOST #7 - Commenced July 1, 2023
Roads, Streets and Sidewalks  $ 1,354,898 $ 1,354,898 $ -
Park and Recreation 1,354,897 1,354,897 -
Totals $ 2.709.795 § 2.709.795 § -
Total of all SPLOSTSs above 621,132
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES (page 5)
Expenditures 700,870
Repairs and Maintenance on Roads (79,738)
Total 621,132

(1) Costs for Roads, Streets and Sidewalks have been offset to reflect LMIG grant funding received.
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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

June 26, 2026

To the Mayor and City Council
City of Arcade, Georgia
JEFFERSON, GEORGIA

We have audited, in accordance with the auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government
Auditing Standards issued by the Comptroller General of the United States, the financial
statements of the governmental activities, each major fund, and aggregate remaining fund
information of City of Arcade, Georgia, as of and for the year ended December 31, 2025, and the
related notes to the financial statements, which collectively comprise the City of Arcade,
Georgia’s basic financial statements and have issued our report thereon dated June 26, 2026.

Report on Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered City of Arcade,
Georgia’s internal control over financial reporting (internal control) as a basis for designing 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 City of Arcade, Georgia’s internal control. Accordingly, we do not express an opinion on the
effectiveness of the City of Arcade, Georgia’s internal control.
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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 basis. A significant deficiency is a deficiency, or a
combination of deficiencies, in internal control that is less severe than a material weakness, yet
important enough to merit attention by those charged with governance.

Our consideration of internal control was for the limited purpose described in the preceding
paragraph and was not designed to identify all deficiencies in internal control that might be
material weaknesses or significant deficiencies and therefore, material weaknesses or significant
deficiencies may exist that were not identified. 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 and other deficiencies we consider to be significant
deficiencies.

We consider the deficiencies described in the accompanying schedule of findings and questioned
costs as items 2025-002 and 2025-003 to be material weaknesses.

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. We consider the deficiencies described in the accompanying schedule of
findings and questioned costs as items 2025-001 to be significant deficiencies.

2025-001 Statement of Condition (Re-issued):
Appropriate segregation of duties does not exist within the payroll function.

Criteria:

Internal controls should be in place which provide reasonable assurance that an
individual can not misappropriate funds without such actions being detected
during the normal course of business.

Effect of Condition:
Failure to properly segregate duties in the payroll department can lead to
misappropriation of funds that is not detected due to the lack of review.

Cause of Condition:
This is caused by the limited number of employees to perform all of the duties.

Recommendation:

We recommend the City implement a review process for payroll disbursements to
ensure sufficient monitoring procedures.
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2025-002

2025-003

Response:

The City concurs with this finding. The City is implementing a compensating
control for review of the payroll summary by an elected official or someone
outside the payroll process.

Statement of Condition:

We noted multiple material adjustments were needed for accounts payable (A/P),
accounts receivable (A/R) and deposits at fiscal year-end 2025. As a result,
certain balances were inaccurately reported.

Criteria:

Generally Accepted Accounting Principles (GAAP) require governments to use
the accrual basis of accounting in government-wide financial statements and,
where applicable, modified accrual for fund statements. This includes properly
recognizing revenues when earned and expenses when incurred, regardless of
when cash is received or paid. Accurate recording of A/P, A/R, and deposits is
required to ensure financial statements are fairly presented in accordance with
GAAP.

Effect of Condition:

Failure to properly accrue A/P, A/R, and deposits resulted in material
misstatements in the City’s financial statements at fiscal year-end. This required
significant audit adjustments and increases the risk that financial statement users
were relying on inaccurate or incomplete financial information.

Cause of Condition:
Internal controls were not in place to perform and review year end accruals.

Recommendation:
We recommend that the City enhance its financial reporting processes by
establishing procedures to ensure all accruable items are properly identified and
recorded at year-end. Implementing these improvements will promote accurate
financial reporting and support compliance with Generally Accepted Accounting
Principles (GAAP).

Response:

The City acknowledges the finding regarding the need for significant year-end
adjustments to accounts payable (A/P), accounts receivable (A/R), and deposits.
We recognize the importance of accurate accruals and compliance with Generally
Accepted Accounting Principles (GAAP).

Statement of Condition:
The City entered into a partnership with a developer requiring the installation of a
new water treatment facility. During our audit, we noted that the accounting
treatment for the loan on this facility was not properly recorded, resulting in a
material adjustment to the financial statements.
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Criteria:

Generally Accepted Accounting Principles (GAAP) require that debt for capital
assets and related transactions be accurately recorded and reported in the financial
statements. This includes proper recognition, classification, and tracking of debt
as well as compliance with applicable accounting guidance for developer-funded
or jointly constructed assets.

Effect of Condition:

Improper accounting treatment of cash received from the developer as revenue
instead of a liability, resulted in a material misstatement in the City's financial
statements and required audit adjustments for fair presentation.

Cause of Condition:

The condition appears to be due to a lack of expertise or familiarity with
accounting requirements related to complex development agreements and capital
asset reporting. Additionally, there may be insufficient internal controls or review
processes in place to ensure proper accounting treatment of significant or non-
routine transactions.

Recommendation:

We recommend that the City implement procedures to identify and evaluate
significant or non-routine transactions to ensure accurate financial reporting for
complex projects. Additionally, the City should enhance its internal review
processes to promote compliance with Generally Accepted Accounting Principles
(GAAP).

Response:

The City acknowledges the auditor's finding regarding the improper accounting
treatment of the developer-funded loan for the new water treatment facility. We
recognize the importance of accurate debt classification and reporting in
accordance with Generally Accepted Accounting Principles (GAAP).

Report on Compliance and Other Matters

As part of obtaining reasonable assurance about whether City of Arcade, Georgia’s financial
statements are free of material misstatement, we performed tests of its compliance with certain
provisions of laws, regulations, contracts, and grant agreements, noncompliance with which
could have a direct and material effect on the financial statements. 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 no instances of
noncompliance or other matters that are required to be reported under Government Auditing

Standards.
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City of Arcade, Georgia's Response to Findings

Government Auditing Standards requires the auditor to perform limited procedures on the City
of Arcade, Georgia's responses to the findings identified in our audit and described in the
accompanying schedule of findings and questioned costs. The City of Arcade, Georgia's
responses were not subjected to the other auditing procedures applied in the audit of the financial
statements and, accordingly, 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 Govermment Auditing Standards in considering the entity’s
internal control and compliance. Accordingly, this communication is not suitable for any other

purpose.

Bstes, Cacton & (o LLP
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