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To the Honorable Mayor and .
Members of the City Council *Morris & Waterse
City of Hephzibah, Georgia

INDEPENDENT AUDITOR’S REPORT

Report on the Financial Statements
Opinions

We have audited the accompanying financial statements of the governmental activities, the business-type activities and each
major fund of the City of Hephzibah, Georgia, (the City) as of and for the year ended June 30, 2023, and the related notes to
the financial statements, which collectively comprise the City’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, the business-type activities and each major fund of the City as of June 30, 2023, and
the respective changes in financial position and, where applicable, cash flows thereof and the respective budgetary
comparisons for the General Fund 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 (GAAS) 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 the City and to meet our other
cthical 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.

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’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.

Morris & Waters

Certified Public Accountants

325 Tellico Rd.

Canton, GA 30115

Ph (770)-883-3516 1

www.morris-waters.com



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 GAAS 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 acordance with GAAS and Governmental Auditing Standards, we:
* Exercise professional judgment and maintain professional skepticism throughout the audit.

* 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,

* 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 the City’s internal control.
Accordingly, no such opinion is expressed.

* 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.

¢ Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that raise substantial doubt
about the City’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, significant audit findings, and certain internal control-related matters that we identified during the audit.

Required Supplementary Information

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 opinion on the basic financial statements is not affected by this missing information.

Accounting principles generally accepted in the United States of America require that the Retirement Plan Schedule of Changes
on Net Pension Liability on page 30 be presented to supplement the basic financial statements. Such information, although not
a part of the basic financial statements, is required by the Governmental Accounting Standards Board who considers it to be an
essental 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 ot 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.
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Supplementary Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise the City of
Hephzibah, Georgia’s basic financial statements. The accompanying Schedule of Special Local Option Sales Tax Projects as
required by the Official Code of Georgia Annotated as described in the table of contents are presented for purposes of additional
analysis and are not a required part of the basic financial statements.

The Schedule of Special Local Option Sales Tax is the responsibility of management and was derived from and relates directly
to the underlying accounting and other records used to prepare the basic financial statements. Such information has been
subjected to the auditing procedures applied in the audit of the basic financial statements and certain additional procedures,
including comparing and reconciling such information directly to the underlying accounting and other records used to prepare
the basic financial statements or to the basic financial statements themselves, and other additional procedures in accordance
with auditing standards generally accepted in the United States of America. In our opinion, the Schedule of Special Local Option
Sales Tax is faitly 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 December 14, 2023, on our consideration
of the City of Hephzibah’s internal control over financial reporting and on our tests of its compliance with certain provision 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 Anditing Standards in considering the City’s internal control over financial reporting and compliance.

Morris & Watets

Canton, Georgia

December 14, 2023



CITY OF HEPHZIBAH, GEORGIA
STATEMENT OF NET POSITION

JUNE 30, 2023
Primary Government
Governmental Business-Type
Activities Activities Total
ASSETS
Current Assets:
Cash and Cash Equivalents $ 19,740,438 $ 146,151 § 19,886,589
Accounts Receivable (net) 30,965 73,994 104,959
Taxes Receivable (net) 86,428 - 86,428
Due from Other Governments 14,049 - 14,049
Prepaid Items 32,785 27,928 60,713
Total Current Assets: 19,904,665 248,073 20,152,738
Noncurrent Assets:
Capital Assets, Net of Accumulated Depreciation
Capital Assets not being Depriciated 2,487,752 115,051 2,602,803
Capital Assets, net of Accumulated Depreciation 10,239,081 3,495,099 13,734,180
Total Noncurrent Assets: 12,726,833 3,610,150 16,336,983
Total Assets $ 32631498 § 3.858223 § 36,489,721

DEFERRED OUTFLOWS OF RESOURCES
Pension Related Items

LIABILITIES
Current Liabilities:
Accounts and Contracts Payable
Customer Deposits
Total Current Liabilities
Noncurrent Liabilities:
Net Pension Plan Liability

Total Liabilities

DEFERRED INFLOWS OF RESOURCES
Pension Related Items

NET POSITION

Net Investment in Capital Assets
Restricted - Capital Projects
Unrestricted

Total Net Position

105,810 47,081 152,891

$ 25,506 $ 21,531 § 47,037
- 65,396 65,396

25,506 86,927 112,433

157.886 70,253 228.139

183,392 157,180 340,572

18,243 8,117 26,360
12,726,833 3,610,150 16,336,983
5,517,939 - 5,517,939
14,290,901 129.857 14,420,758

$ 32535673 $ 3,740,007 $ 36275680

The notes to the financial statements are an integral part of this statement.
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CITY OF HEPHZIBAH, GEORGIA

ASSETS
Cash and Cash Equivalents
Accounts Receivable
Taxes Receivable
Due from Other Governments
Prepaids
Interfund Receivable
Total Assets

LIABILITIES
Current Liabilities:
Accounts and Contracts Payable
Interfund Payable
Total Liabilities

FUND BALANCE
Nonspendable:
Prepaid Items
Restricted:
Capital Projects
Unassigned
Total Fund Balances

Total Liabilities and
Fund Balances

GOVERNMENTAL FUNDS
BALANCE SHEET
JUNE 30, 2023
Total
Governmental
General TSPLOST SPLOST Funds

$ 14,236,548 $ 671,714 $ 4,832,176 $ 19,740,438
30,965 i " 30,965

86,428 i . 86,428

. 14,049 . 14,049

32,785 i . 32,785

. & 82,867 82,867

§ 14386726 $ 685763 $ 4915043 $  19.987.532
$ 25506 $ - 8 « 8 25,506
% 82,867 g 82,867

25,506 82.867 2 108,373

32,785 . . 32,785

. 602,896 4,915,043 5,517,939

14,328,435 i . 14,328,435
14,361,220 602,896 4,915,043 19,879,159

$ 14,386,726 $ 685,763 $ 4915043 S 19,987,532

The notes to the financial statements are an integral part of this statement.



CITY OF HEPHZIBAH, GEORGIA
RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET
TO THE STATEMENT OF NET POSITION
JUNE 30, 2023

Total Fund Balances for Governmental Funds

Total Net Position for Governmental Activities in the Statement of Net Position is different because:

Capital assets of $16,483,696 net of acccumulated depreciation of $3,756,863 are not
financial resources and, therefore, are not reported in the funds.

Long Term Liabilities - net pension liability, is not due and payable in the current period and, therefore,
not reported in the governmental funds financial statements, but are reported in the governmental
activities column of the Statement of Net Position

Deferred outflows and inflows of resources related to pensions are applicable to future
periods and, therefore, are not reported in the funds. These are:
Deferred outflows of resources
Deferred inflows of resources

Total Net Position of Governmental Activities

The notes to the financial statements are an integral part of this statement.

$

$

19,879,159

12,726,833

(157,886)

105,810
(18,243)

S 32535673



CITY OF HEPHZIBAH, GEORGIA
GOVERNMENTAL FUNDS

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES

FOR THE YEAR ENDED JUNE 30, 2023

REVENUES
Taxes
Licenses and Permits
Intergovernmental
Fines and Forfeitures
Charges for Services
Rents Received
Investment Income
Miscellaneous

Total Revenues

EXPENDITURES
Current:
General Government
Public Safety
Public Works
Capital Outlay:
General Government
Public Safety
Public Works

Total Expenditures

Excess (Deficiency) of Revenues
Over (Under) Expenditures

OTHER FINANCING SOURCES (USES)

Transfers in
Transfers Out

Timber Sales
Sale of Capital Assets

Total Other Financing
Sources (Uses)

Net Change in Fund Balances

Fund Balances - Beginning of Year

Fund Balances - End of Year

The notes to the financial statements are an integral part of this statement.

Total
Governmental
General TSPLOST SPLOST Funds
$ 1,893,875 - 8 - $ 1,893,875
21,946 - - 21,946
736,417 167,484 3,750,000 4,653,901
47,522 - - 47,522
7,284 . - 7,284
53,310 - - 53,310
53,196 3,754 15,220 72,170
36,905 - - 36,905
2,850,455 171,238 3,765,220 6,786,913
288,857 - - 288,857
1,089,780 - - 1,089,780
325,280 - - 325,280
1,355,523 - - 1,355,523
- - 308,389 308,389
377,504 22,643 - 400,147
3,436,944 22,643 308,389 3,767,976
(586,489) 148,595 3,456,831 3,018,937
(250,000) - - (250,000)
284,958 - - 284,958
9,000,000 - - 9,000,000
9,034,958 - - 9,034,958
8,448,469 148,595 3,456,831 12,053,895
5,912,751 454,301 1,458,212 7,825,264
$ 14,361,220 602,896 § 4,915,043 S 19,879,159




CITY OF HEPHZIBAH, 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, 2023

Net Change in Fund Balance - Total Governmental Funds

Total Change in Net Assets reported for Governmental Activities in the Statement of Activities is 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 is reported as depreciation expense. This is
the amount by which depreciation of $550,936 was exceeded by net capital outlay of (82,041,416) in the current period.

Proceeds from the disposal of capital assets are reported at the fund level while gains and losses are reported on the
statement of activities. This is the difference between the proceeds and the gain on sale of capital assets.

Long term assets - changes in net pension asset, does not provide current financial resources and therefore
they are not reported as revenues in governmental funds

Long term liabilities - changes in net pension liability, does not consume current financial resources and therefore
they are not reported as expenditures in governmental funds

Deferred outflows and inflows of resources related to pensions is not available during the current period
and therefore is not reported in the funds.

Change in deferred outflows of resources related to pensions
Change in deferred inflows of resources related to pensions

Change in Net Position of Governmental Activities

The notes to the financial statements are an integral part of this statement.

$ 12,053,895

1,490,480

(7,576,498)

(20,071)

(157,886)

81,034
85,265



CITY OF HEPHZIBAH, GEORGIA
GENERAL FUND
SCHEDULE OF REVENUES, EXPENDITURES & CHANGES IN FUND BALANCES
BUDGET & ACTUAL (GAAP BUDGETARY BASIS)
FOR THE YEAR ENDED JUNE 30, 2023

Budget Variance with
Original Final Actual Final Budget
REVENUES
Taxes:
Sales $ 800,000 $ 800,000 $ 1,010,724 $ 210,724
Franchise 230,000 230,000 213,829 (16,171)
Alcoholic Beverage 72,000 72,000 71,178 (822)
Insurance Premium 330,000 330,000 309,907 (20,093)
Motor Vehicle 275,000 275,000 255,434 (19,566)
Other 4,000 4,000 32,803 28,803
Intergovernmental 736,417 736,417 736,417 -
Licenses & Permits 39,350 39,350 21,946 (17,404)
Fines & Forfeitures 50,000 50,000 47,522 (2,478)
Charges for Services - - 7,284 7,284
Rents Received 1,077,000 75,000 53,310 (21,690)
Investment Income 1,200 4,000 53,196 49,196
Other Revenues 8,000 1,200 36,905 35,705
Total Revenues 3,622,967 \ 2,616,967 2,850,455 233,488
EXPENDITURES
Current:
General Government 375,416 2,119,689 1,644,380 475,309
Public Safety 916,360 916,360 1,089,780 (173,420)
Public Works 855,000 855,000 702,784 152,216
Total Expenditures 2,146,776 3,891,049 3,436,944 454,105
Excess of Revenues Over Expenditures 1,476,191 (1,274,082) (586,489) 687,593
OTHER FINANCING SOURCES (USES)
Transfers In/(Out) - 274,082 (250,000) (524,082)
Timber Sales - - 284,958 284,958
Sale of Capital Assets - 1,000,000 9,000,000 8,000,000
Total Other Financing Sources (Uses) - 1,274,082 9,034,958 7,760,876
Net Change in Fund Balances 1,476,191 - 8,448,469 8,448,469
Fund Balance, Beginning Of Year 5,912,751 5,912,751 5,912,751 -
Fund Balance, End Of Year $ 7,388,942 $ 5,912,751 $ 14,361,220 $ 8,448,469

10



CITY OF HEPHZIBAH, GEORGIA
PROPRIETARY FUNDS
STATEMENT OF NET POSITION

JUNE 30, 2023

ASSETS
Current Assets:
Cash and Cash Equivalents
Accounts Receivable (Net of Allowance for Uncollectibles)
Prepaids Expenses
Total Current Assets

Noncurrent Assets:
Capital Assets not Being Depreciated
Capital Assets Net of Accumulated Depreciation

Total Noncurrent Assets

Total Assets
Deferred Outflow of Resources

LIABILITIES

Current Liabilities:
Accounts and Contracts Payable
Customer Deposits

Total Current Liabilities

Noncurrent Liabilities:
Net Pension Liability

Total Liabilities

Deferred Inflows of Resources

NET POSITION
Net Investment in Capital Assets
Unrestricted
Total Net Position

Total Liabilities and Net Position

The notes to the financial statements are an integral part of this statement.

11

Water and
Sewerage

146,151
73,994
27,928

248,073

115,051
3,495,099

3,610,150

3,858,223

47,081

21,531
65,396

86,927

70,253

157,180

8,117

3,610,150
129,857

3,740,007

3,897,187




CITY OF HEPHZIBAH, GEORGIA
PROPRIETARY FUNDS
STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET POSITION
JUNE 30, 2023

OPERATING REVENUES
Charges for Services

Rental Income
Miscellaneous Income
Total Operating Revenues

OPERATING EXPENSES
Personnel Services
Maintenance, Operations, and Contracted Services
Materials and Supplies
Depreciation and Amortization

Total Operating Expenses
Total Operating Loss
NONOPERATING REVENUES (EXPENSES)

Interest Income
Total Nonoperating Revenues (Expenses)

Loss before Transfers

Transfers From Other Funds
Transfers To Other Funds

Changes in Net Position

Net Position - Beginning

Net Position - Ending

The notes to the financial statements are an integral part of this statement.
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Water and
Sewerage

617,396
44,385
13,845

675,626

356,028
233,544
241,052
217,951

1,048,575

(372.949)

722

722

(372,227)

250,000

(122,227)
3,862,234

3,740,007




CITY OF HEPHZIBAH, GEORGIA
PROPRIETARY FUNDS
STATEMENT OF CASH FLOWS
YEAR ENDED JUNE 30, 2023

Cash Flows from Operating Activities:
Cash Received from Customers
Cash Payments to Suppliers and Service Providers
Cash Payments to Employees
Net Cash provided by (Required for)
Operating Activities

Cash Flows from Investing Activities:
Interest Income
Net Cash Flows From Investing Activities

Cash Flows from Noncapital Financing Activities:
Transfers in from General Fund

Net Cash Provided by Noncapital Financing Activities

Net Increase in Cash and Cash Equivalents
Cash and Equivalents at Beginning of Year
Cash and Equivalents at End of Year

Reconciliation of Operating Loss to Net
Cash Provided from Operating Activities:
Operating Loss
Adjustments to Reconcile Operating
Loss to Net Cash Provided by (Required for)
Operating Activities:
Depreciation and Amortization
Increase in Accounts Receivable
Decrease in Prepaid Expenses
Decrease in Net Pension Asset
Increase in Deferred Outflows of Resources
Decrease in Accounts Payable
Increase in Customer Deposits
Increase in Net Pension Liability
Decrease in Deferred Inflows of Resources
Net Cash Provided by (Required for)
Operating Activities

The notes to the financial statements are an integral part of this statement.
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Water and
Sewerage

$ 667,850
(@77,758)
(356,028)

(165,936)

722
722

250,000
250,000

84,786

61,365

8 146,151

$ (372,949)

217,951
(10,901)
11,169
13,806
(30,039)

(5,271)
3,125
70,253

(63,080)

$ (165,936)




City of Hephzibah, Georgia
Notes to the Basic Financial Statements
June 30, 2023

Note 1- Summary of Significant Accounting Policies

The City of Hephzibah (“The City”) was incorporated by an act of the Georgia Legislature. The City of Hephzibah
operates under a Chairman and Commissioner form of government. All members serve on a part-time basis. The
Cl1agman and Commissioners appoint a City Clerk who is responsible for the daily operations of the City. The following
services are provided to the citizens of Hephzibah: highways and streets, sanitation, public safety, public improvements

planning and community development, water and sewer, and general administrative services. ’

The financial statements of the City have been prepared in conformity with accounting principles generally accepted in
the United States of America (GAAP) as applied to governmental units. The Governmental Accounting Standards
Bgar§ (GASB) is the accepted standard-setting body for establishing governmental accounting and financial reporting
principles. Proprietary funds apply Financial Accounting Standards Board (FASB) pronouncements and Accounting
Principles Board (APB) opinions issued on or before November 30, 1989, unless those pronouncements conflict with
ot contradict GASB pronouncements or APB opinions issued after November 30, 1989. The most significant of the
City’s accounting policies are described below.

1-A. Reporting Entity

The financial statements of the reporting entity include those of the City of Hephzibah, Georgia (the primary
government). Component units are legally separate organizations for which the City 1s financially accountable for the
entity or the exclusion of such entity would cause the City’s financial statements to be misleading or incomplete.
Financial accountability exists if the City appoints a voting majority of the entity’s governing body and either the City
can impose its will on the entity or the potential exists for the entity to provide specific financial benefits or impose
specific financial burdens on the City. Based on this definition, the City has no component units or other organizations
that are required to be reported in these financial statements. The primary government of the City consists of all funds,
departments, boards and agencies that are not legally separate from the City.

1-B. Basis of Presentation

The City’s basic financial statements consist of government-wide financial statements, including a Statement of Net
Position and a Statement of Activities and fund financial statements, which provide a more detailed level of financial
information. These statements report financial information for the City as a whole. Individual funds are not displayed
but the statements distinguish governmental activities, generally supported by taxes and grants and the City’s general
revenues, from business-type activities, generally financed in whole or in part with fees charged to external customers.
Fiduciary funds are not included in the government-wide financial statements.

The Statement of Net Position presents the financial position of the governmental and business-type activities of the
City at the fiscal year-end. The Statement of Activities presents a comparison between direct expenses and program
revenues for each function of the City’s governmental activities and for each identifiable activity of the business-type
activities of the City. Direct expenses are those that are specifically associated with a function and therefore clearly
identifiable to that particular function. The City has elected not to allocate indirect expenses among its programs,
functions and segments in the Statement of Activities. The Statement of Activities reports the expenses of a given
function offset by program revenues directly connected with the functional program. A function is an assembly of
similar activities and may include portions of a fund or summarize more than one fund to capture the expenses and
program revenues assoctated with a distinct functional activity. Program revenues include: (1) charges for services
which report fees and other charges to users of the City's services; (2) operating grants and contributions which finance
annual operating activities including restricted investment income; and, (3) capital grants and contributions which fund
the acquisition, construction or rehabilitation of capital assets. These revenues are subject to externally imposed
restrictions to these program uses. To identify which functional program a revenue pertains to, the determining factor
14
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for charges for services is that function which Lenerates the revenue; and for grants and contributions, the determining factor is
that function to which the revenue is restricted. Other revenue sources not properly included with program revenues are
reported as general revenues of the City. The comparison of direct expenses with program revenues identifies the extent
to which each governmental function and each identifiable business activity is self-financing or draws from the general
revenues of the City.

Fund Financial Statements - During the year, the City segregates transactions related to certain City functions or
activities in separate funds in order to aid financial management and to demonstrate legal compliance. Fund financial
statements are designed to present financial information of the City at this more detailed level. Fund financial statements
are provided for both governmental and proprietary funds. Major individual governmental and enterprise funds are
reported in sepatate columns.

Fund Accounting - The City uses funds to maintain its financial records during the year. A fund is a fiscal and
accounting entity with a self-balancing set of accounts. The City uses three categories of funds: governmental,
proprietary and fiduciary.

Governmental Funds - Governmental funds are those through which most governmental functions typically
are financed. Governmental fund reporting focuses on the sources, uses and balances of current financial
resources. Expendable assets are assigned to the various governmental funds according to the purposes for
which they may or must be used. Fund liabilities are assigned to the fund from which they will be liquidated.
The City reports the difference between governmental fund assets and liabilities as fund balance. The following
are the City's three major governmental funds:

The General Fund — The General Fund accounts for all financial resoutces except those required to
be accounted for in another fund. The General Fund’s unrestricted fund balance is available to the
City for any purpose provided it is expended or transferred according to the general laws of Georgia.

SPLOST Capital Projects Fund — This fund accounts for SLOST revenue received for the specific
purpose of construction and renovation projects in the City.

TSPLOST — This fund accounts for the City’s share of a one percent sales tax to fund transportation
improvements.

Proprietary Funds — Proprietary fund financial statements include a statement of net position, statement of
revenues, expenses, and changes in net position, and a statement of cash flows. Proprietary operating income
reported in proprietary fund financial statements includes revenues and expenses related to the primary,
continuing operations of the fund. The City’s policy for defining operating and non-operating revenues and
expenses in proprietary funds is based on the following concepts. Operating revenues and expenses generally
result from providing services and producing and delivering goods in connection with a proprietary fund’s
principal ongoing business. Operating expenses for the proprietary funds include the cost of sales and services,
administrative expenses and the depreciation of capital assets. All revenues and expenses not meeting this
definition are reported as non-operating revenues and expenses. The generally accepted accounting principles
applicable to proprietary funds are similar to those used by businesses in the private sector.

The Water and Sewer Fund is classified as a major proprietary fund. This fund accounts for the provision of
water and sewer services to City residents. Private-sector standards of accounting and financial reporting issued
prior to December 1, 1989 are generally followed in both the government-wide and proprietary fund financial
statements to the extent that those standards do not conflict with or contradict guidance of the Governmental
Accounting Standards Board. Governments also have the option of following subsequent private-sector
guidance for their business-type activities and enterprise funds, subject to this same limitation. The City has
elected not to follow subsequent private-sector guidance.
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1-C. Measurement Focus

Government-wide Financial Statements - The government-wide financial statements are reported using the economic
resodrves measnrement focus and the acorual basis of accounting, as are the proprietary fund financial statements. All assets and
Ii.abilities associated with the operation of the City, including capital assets, as well as infrastructure assets purchased
since January 1, 2003, and long-term liabilities, are included in the Statement of Net Position. The Statement of
Activities reports revenues and expenses. Revenues are recorded when earned and expenses are recorded when a liability
is incurred, regardless of the timing of the related cash flows. Property taxes are recognized as revenues in the year that

they are levied. Grants and similar items are recognized as revenue as soon as all eligibility requirements imposed by the
provider have been met. '

Fund Financial Statements — Governmental fund financial statements include a balance sheet and a statement of
revenues, expenditures, and changes in fund balances for all major governmental funds and non-major funds aggregated.
All governmental funds are reported using the flow of current financial resources measurement focus and the modified accrnal basis
of accounting. With this measurement focus, only current assets and current liabilities generally are included in the balance
sheet. The Statement of Revenues, Expenditures and Changes in Fund Balances reports the sources (i.e., revenues and
other financing sources) and uses (i.e., expenditures and other financing uses) of cutrent financial resources. This
approach differs from the manner in which the governmental activities of the government-wide financial statements are
reported. Governmental fund financial statements therefore include a reconciliation with brief explanations to better
identify the relationship between the government-wide statements and the governmental fund statements. Like the
government-wide statements, all proprietary fund types are accounted for on the flow of economic resources
measurement focus on both financial reporting levels. All assets and all liabilities associated with the operation of these
funds are included in the Statements of Net Position. The Statement of Changes in Fund Net Position presents
increases (ie., revenues) and decreases (i.e., expenses) in total net position. The Statement of Cash Flows provides
information about how the City finances and meets the cash flow needs of its proprietary fund activities.

1-D. Basis of Accounting

Basis of accounting determines when transactions are recorded in the financial records and reported in the financial
statements. Government-wide financial statements are prepared using the accrual basis of accounting. At the fund
reporting level, the governmental funds use the modified accrual basis of accounting. Proprietary funds use the accrual
basis of accounting at both reporting levels. Differences in the accrual and the modified accrual basis of accounting
arise in the recognition of revenue, the recording of deferred revenue and in the presentation of expenses versus
expenditures.

Revenues — Exchange Transactions - Revenue resulting from exchange transactions, in which each party gives and
receives essentially equal value, are recorded on the accrual basis when the exchange takes place. On the modified accrual
basis, revenue is recorded when the exchange takes place and in the fiscal year in which the resources are measurable
and become available. Available means that the resources will be collected within the current fiscal year or are expected
to be collected soon enough thereafter to be used to pay liabilities of the current fiscal year. For the City, the phrase
“available for exchange transactions” means expected to be received within 60 days of the fiscal year-end.

Revenues - Non-exchange Transactions - Non-exchange transactions in which the City receives value without
directly giving equal value in return, include sales taxes, property taxes, grants and donations. On an accrual basis,
revenue from sales taxes is recognized in the period in which the taxable sale takes place. Revenue from property taxes
is recognized in the fiscal year for which the taxes are levied. Revenue from grants and donations is recognized in the
fiscal year in which all eligibility requirements have been satisfied. Eligibility requirements include timing requirements,
which specify the year when the resources are required to be used or the year when use is first permitted, matching
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requirements, in which the City must provide local resources to be used for a specified purpose, and expenditure
requirements, in which the resources are provided to the City on a reimbursement basis. On a modified accrual basis,
revenue from non-exchange transactions also must be available (i.e., collected within 30 days for sales taxes and within
60 days for all other revenues) before it can be recognized. Under the modified accrual basts, the following revenue
sources are considered to be susceptible to accrual: property taxes, sales taxes and federal and state grants.

Program Revenues — 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, including
special assessments. 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.

Expenses/Expenditures - On the accrual basis of accounting, expenses are recognized at the time they are
incurred. On the modified accrual basis, expenditures generally are recognized in the accounting period in which the
related fund liability is incurred and due, if measurable.

Deferred/Unearned Revenue - The City recognizes revenues and other governmental fund financial resources in
the accounting period in which they become both measurable and available. When an asset is received in a
governmental fund, but the revenue is not available, the City reports a deferred inflow of resources until such time as
the revenue becomes available. The City limits the use of the term “deferred” to items reported as deferred outflows
of resources or deferred inflows of resources.

I-E. Assets, Liabilities and Fund Equity

1-E-1. Cash, Cash Equivalents and Investments

Cash and cash equivalents include cash on hand, amounts in demand deposits, certificates of deposit, as well as short-
term investments with a maturity date within three months of the date acquired by the City. Investments are stated at
fair value based on quoted market prices.

Georgia law authorizes the City to invest in any of the following types of obligations:
e  Obligations of the State of Georgia or of any other state.
Obligations of the United States Government.
Obligations fully insured or guaranteed by the U.S. Government or a U.S. Government agency.
Obligations of any corporation of the United States Government.
Prime bankers’ acceptances.
The State of Georgia local government investment pool (i.e., Georgia Fund I).
Repurchase agreements.
Obligations of the other political subdivisions of the State of Georgia.

The City limits credit risk of the primary government by investing its cash with banks deposits, which are completely
covered by federal depository insurance at June 30, 2023. Custodial credit risk is the risk that in the event.of a bank
failure, the City’s deposits (in excess of FDIC insurance) may not be returned. As of June 30, 2023, the City was not
exposed to any custodial credit risk.

For purposes of the statement of cash flows, cash and cash equivalents include all highly liquid investments with
original maturities of three months or less.
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1-E-2. Receivables

All trade and tax receivables are reported net of an allowance for uncollectibles, where applicable. Unbilled water
charges are accrued as receivables and revenue at June 30, 2023.

1I-E-3. Prepaid Items

Payments made to vendots for services that will benefit periods beyond June 30, 2023 are recorded as prepaid items
using the consumption method by recording an asset for the prepaid amount and reflecting the expenditure/expense
in the year in which the services are consumed. At the fund reporting level, an equal amount of fund balance is restricted,
as this amount is not available for general appropriation.

1-E-4. Capital Assets

Capital Assets are defined by the City as assets with an initial, individual cost which exceeds certain capitalization
thresholds and have an estimated useful life in excess of two years. General capital assets are those assets not specifically
related to activities reported in the proprietary funds. All general infrastructure assets (e.g., roads, bridges, sidewalks
and similar items) acquired or constructed after December 31, 2002 are reported in the government-wide financial
statements. These assets generally result from expenditures in governmental funds. The City reports these assets in the
governmental activities column of the government-wide Statement of Net Position but does not report these assets in
the governmental fund financial statements. Capital assets utilized by enterprise funds are reported both in the business-
type activities column of the government-wide Statement of Net Position and in the enterprise funds’ Statement of Net
Position.

All capital assets are capitalized at cost (or estimated historical cost) and updated for additions and retirements during
the year. Donated capital assets are recorded at their fair market values as of the date received. The City maintains 2
capitalization threshold of $1,000 per item. Improvements to capital assets are capitalized. The costs of normal
maintenance and repairs that do not add to the value of the asset or materially extend an asset’s life are expensed.
Interest incurred during the construction of capital assets utilized by the enterprise fund is capitalized. All reported
capital assets are depreciated except for land and construction in progress. Improvements are depreciated over the
remaining useful lives of the related capital assets. Useful lives for infrastructure were estimated based on the City’s
historical records of necessary improvements and replacement. Depreciation is computed using the straight-line method
over the following useful lives:

Estimated
Assets Useful Life in
Years
Buildings & Improvements 15-25
Improvements, other than Buildings 20
Machinery & Equipment 5-20
Vehicles 3
Furniture and Fixtures 5-10
Infrastructure 20
Water & Sewer Distribution System 12-40

At the inception of a capital lease, at the governmental fund reporting level, expenditures and an “other financing
sources” of an equal amount are reported at the net present value of future minimum lease payments.
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I-E-5. Deferred Outflows/Inflows of Resources

In addition to assets, the statement of financial position and or balance sheet will sometimes report a separate section
for deferred outflows of resources. This separate financial statement element, deferred outflows of resources, represents
a consumption of net position that applies to a future period(s) and so will not be recognized as an outflow of resources
(expense/expenditure) until then.

In addition to liabilities, the statement of financial position and or balance sheet 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 future period(s) and so will not be recognized as an inflow of resources
(revenue) until that ime. The amounts are deferred and recognized as an inflow of resources in the period that the
amounts become available.

1-E-6. Compensated Absences
"The City does not accrue vacation or sick leave. These benefits are recorded when paid.

I-E-7. Accrued Liabilities and Long-term Obligations

All payables, accrued liabilities and long-term obligations are reported in the government-wide financial statements. In
general, governmental fund payables and accrued liabilities that, once incurred, are paid in a timely manner and in full
from current financial resources, are reported as obligations of the these funds. Capital leases are recognized as a liability
in the governmental fund financial statements when due. 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. Bond premiums and discounts, as well as issuance costs, are deferred and amortized over the life of the bonds
using the effective interest method. In the fund financial statements, governmental type funds recognize bond
premiums and discounts, as well as bond issuance costs, during the current period. The face amount of debt issued is
reported as other financing sources. Premiums received on debt issuances are reported as other financing sources while
discounts on debt issuances are reported as other financing uses. Issuance costs, whether or not withheld from the
actual debt proceeds received, are reported as debt service expenditures.

1I-E-8. 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.
The City restricts those portions of fund balance which are legally segregated for a specific future use ot which do not
represent available, spendable resources and therefore are not available for appropriation or expenditure. Unrestricted
fund balance indicates that portion of fund balance that is available for appropriation in future periods. Designations
are management’s intent to set aside these resources for specific purposes and are tentative management plans that are
subject to change.
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GASB Statement 54 distinguishes fund balance classifications based on the relative strength of the constraints that

control the purposes for which specified amounts can be spent. Beginning with the most restrictive constraints, fund
balance amounts will be, if applicable, reported in the following categories:

1) Nonspendable fund balance — amounts that are not in a spendable form (e.g., inventory) or are legally or
contractually required to be maintained intact (e.g., permanent fund principal).

2) Res?rict.ed fund balance - amounts that can be spent only for the specific purposes stipulated by external
parties either constitutionally or through enabling legislation (e.g., grants or donations).

3) Cqmmitted fund balance — amounts that can be used only for the specific purposes determined by a formal
action of the City Council. Commitments may be changed or lifted only by referring to the formal action that
imposed the constraint originally.

4) Assigned fund balance — amounts /nfended to be used by the government for specific purposes. Intent can be
expressed by the City Council or by a designee to whom the governing body delegates the authority. In
governmental funds other than the general fund, assigned fund balance represents the amount that is not
restricted or committed. This indicates that resources in other governmental funds are, at 2 minimum, intended
to be used for the purpose of that fund.

5) Unassigned fund balance — includes all amounts not contained in other classifications and is the residual
classification of the general fund only. Unassigned amounts are available for any legal purpose.

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. At June 30, 2023 the City did not have any Committed Fund
Balance or Assigned Fund Balance. During the year ended June 30, 2023, the City did not commit any fund balance
nor did they assign any fund balance.

Governmental Activities Restricted Fund Balance is made up of SPLOST and TSPLOST Funds which can only be used
for capital projects. At June 30, 2023 the balance in Restricted Fund Balance for capital projects was $5,517,939.

Net Position - Net Position represents the difference between assets and liabilities. Net investment in capital assets
consists of capital assets, net of accumulated depreciation, reduced by the outstanding balances of any borrowing used
for the acquisition, construction or improvement of those assets. This net position amount also is adjusted by any bond
issuance deferral amounts. Net Position 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,
laws or regulations of other governments. All other net positions are reported as unrestricted. The City applies restricted
resources first when an expense is incurred for purposes for which both restricted and unrestricted net position are
available.

1-E-9. Operating Revenues and Expenses

Operating revenues are those revenues that are generated directly from the primary activity of the proprietary funds.
For the City, these revenues are charges for services for water and sewer. Operating expenses ate fiecessary costs
incurred to provide the good or service that are the primary activity of each fund.
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1-E-10. Contributions of Capital
Contributions of capital in proprietary fund financial statements arise from outside contributions of capital assets, tap

in fees to the extent they exceed the cost of the connection to the system or from grants or outside contributions of
resources restricted to capital acquisition and construction.

1-E-11. Interfund Activity

Exchange transactions between funds are reported as revenues in the seller funds and as expenditures/expenses in the
purchaser funds. Flows of cash or goods from one fund to another without a requirement for repayment are reported
as interfund transfers. Interfund transfers are reported as other financing sources/uses in governmental funds and in
the after non-operating revenues/ expenses section in proprietary funds. Repayments from funds responsible for
particular expenditures/ expenses to the funds that initially paid for them are not presented on the financial statements
(Le., they are netted). Transfers between governmental and business-type activities on the government-wide Statement
of Activities are reported as general revenues. Transfers between funds reported in the governmental activities column
are eliminated. Transfers between funds reported in the business-type activities column are eliminated.

1-E-12. Estimates

The preparation of the financial statements in conformity with accounting principles generally accepted in the United
States of America (GAAP) requires management to make estimates and assumptions that affect the amounts reported
in the financial statements and the accompanying notes. Actual results may differ from those estimates.

Note 2 - Stewardship, Compliance and Accountability

2-A. Budgetaty Information — The City adopts an annual operating budget for the General Fund and each special
revenue fund. A project budget is adopted for each capital projects fund. The budget resolution reflects the total of
cach department’s appropriation in each fund. The budgets are adopted on a basis consistent with GAAP. Budgets for
capital projects funds are adopted on a basis consistent with GAAP except the budget period is a project period rather
than an annual period. The legal level of budgetary control (the level at which expenditures may not legally exceed
appropriations) for each adopted annual operating budget is generally the department level within each individual fund.
Any change in total to a fund or departmental appropriation within a fund requires approval of the City Council. During
the year, the City Council approves budget revisions. All unexpended annual budget appropriations lapse at year-end.
All agencies of the City submit requests for appropriations to the City’s clerk so that a budget may be prepared. The
proposed budget is presented to the City Council for review. The Council holds a public hearings and a final budget
must be prepared and adopted no later than December 31. The adopted budget is prepared by fund, function and
department. Transfers of appropriations between departments require the approval of the City Council. Supplemental
budgetary appropriations in funds were not considered material.
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Note 3 - Detailed Notes on All Funds
3-A. Deposits and Investments

Deposits - Custodial credit risk — In the case of deposits, this is the risk that in the event of a bank failure, the City’s
deposits may not be returned to it. The City’s policy is to ensure that all deposits in excess of the FDIC limit for
governments be collateralized by the financial institution with securities held by the financial institution in the City’s
name. For custodial credit risk purposes the deposits in banks are classified into three categories of credit risk: 1) cash
that is insured or collateralized with securities held by the City or by its agent in its name; 2) cash collateralized with
securities held by the pledging financial institution’s trust department or agent in the City’s name; and, 3) uncollateralized
bank accounts including any bank balance that is collateralized with securities held by the pledging institution’s trust
department or agent but not in the City’s name. All cash bank balances as of the balance sheet date are entirely insured
or collateralized with securities held by the City's agent in the City's name. As of June 30, 2023, the City had no
“investments” as defined by generally accepted accounting principles.

3-B. Receivables

Receivables at June 30, 2023 consisted of taxes and accounts (billings for user charges, including unbilled utility
receivables). Receivables and payables are recorded in the City’s financial statements to the extent that the amounts are
determined to be material and substantiated not only by supporting documentation, but also by a reasonable, systematic
method of determining their existence, completeness, valuation and, in the case of receivables, collectability. Receivables
at June 30, 2023 consist of the following:

General Enterprise Total

Taxes $ 86,428 $ - § 86,428
Accounts 30,965 73,994 104,959
Less Allowance for uncollectible - - -

Net Receivable $117393 $§ 73994 $ 191387

3-C. Excess of Expenditures Over Appropriations

The City had excess expenditures over budgeted amounts in the following General Fund areas:

Public Safety $ 173,420

3-D. Deficit Fund Net Position

The City had no deficit net position balances at June 30, 2023.
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3-E. Capital Assets

Capital asset activity for the year ended June 30, 2023 was as follows:

Beginning Ending
Balance Increase Dectrease Balance
Governmental Activities
Capital assets not being depreciated:
Land $ 1,132229 $ 1355523 $ - § 2487752
Construction in Progress = = = -
Total capital assets, not being depreciated 1,132,229 1,355,523 = 2,487,752
Capital assets being depreciated:
Buildings and Improvements 21,023,194 377,504 (9,857,181) 11,543,517
Furniture, Machinery and Equipment 2,144,038 308,389 - 2,452,427
Total capital assets, being depreciated 23,167,232 685,893 (9,857,181) 13,995,944
Less accumulated depreciation for:
Buildings and Improvements (3,595,300) (469,508) 2,280,683 (1,784,125)
Furniture, Machinery and Equipment (1,891,310) (81,428) - (1,972,738)
Total accumulated depreciation (5,486,610) (550,936) 2,280,683 (3,756,863)
Total capital assets being depreciated, net 17,680,622 134,957 (7,576,498) 10,239,081
Total governmental activities capital assets, net $ 18,812,851 $ 1,490,480 % (7,576,498) $ 12,726,833
Business-Type Activities
Capital assets not being depreciated:
Land $ 115,051  § - $ $ 115,051
Total capital assets, not being depreciated 115,051 E = 115,051
Capital assets being depreciated:
Buildings and Improvements 90,015 - - 90,015
Furniture, Machinery and Equipment 704,775 - 704,775
Water System 6,109,037 - - 6,109,037
Total capital assets, being depreciated 6,903,827 - - 6,903,827
Less accumulated depreciation for:
Buildings and Improvements (75,134) (6,876) - (82,010)
Furniture, Machinery and Equipment (603,724) (41,996) - (645,720)
Water System (2,511,919) (169,079) - (2,680,998)
Total accumulated depreciation (3,190,777) (217,951) - (3,408,728)
Total capital assets being depreciated, net 3,713,050 217,951) - 3,495,099
Total business-type activities capital assets, net $ 3,828,101 $ (217951 $ - $ 3,610,150
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3-F. — Capital Assets — continued
Depreciation expense was charged to functions/programs of the primary government as follows:

Governmental Activities:

General Government $ 134,498
Public Safety 137,676
Public Works 278,762

Total Depreciation Expense $550,936

3-G. Employee Retirement Plan

Plan Description and Provisions - The City, as authorized by the Mayor and City Council, has established a defined
benefit pension plan, (the “Plan”), which benefits all employees immediately upon employment and serve the City at
least 20 hours per week. The City’s pension plan is affiliated with the Georgia Municipal Employee Benefit System
(GMEBS), and is administered by the Georgia Municipal Association. Contributions made by the City are commingled
with contributions made by other members of GMEBS for investment purposes. The City makes no investments on
behalf of the pension plan. Investment income from securities is allocated on a pro rata basis. The Georgia Municipal
Association issues a publicly available financial report that includes financial statements and required supplementary
information for GMEBS. That report may be obtained at www.gmanet.com or by writing to Georgia Municipal
Association, Risk Management and Employee Benefit Services, 201 Pryor Street, NW, Atlanta, Georgia 30303 or by
calling (404)688-0472.

Benefits Provided

The GMEBS Plan provides retirement, disability, and death benefits to plan members and beneficiaries. All City
employees are eligible for participation in the plan after five months of employment. Vesting takes place after five years
of service. Normal retirement benefits are available to employees who retire at or after age 65 with five years of service.
Early retirement is available after age 55 with 10 years of service. Retirement benefits are based upon age, average
compensation and years of service. Benefit provisions are established under Public Retirement System Standards Law
(Georgia Code Section 47-20-10). Employees are not permitted to contribute to the Plan. The City contributes the
entire cost of the Plan, using the actuarial basis described in the annual valuation report

Contributions

Employees are not permitted to contribute to the Plan. The City contributes the entire cost of the Plan, using the
actuarial basis described in the annual valuation report. The plan is subject to minimum funding standards of the
Georgia Public Retirement Systems Standards Law. The Board of Trustees of GMEBS has adopted an actuarial funding
policy for the plan which meets state minimum requirements and will accumulate sufficient funds to provide the benefits
under the plan. The funding policy for the plan is to contribute an amount equal to or greater than the recommended
contribution rate. This rate is based on the estimated amount necessary to finance the costs of benefits earned by plan
members during the year, with an additional amount to finance any unfunded accrued liability. For the year ended June
30, 2023, the City’s recommended contributions of $33,612 was 6.96% of expected payroll.
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Plan Membership
As of January 1, 2023, the current Plan membership includes the following categorties of participants:

Retirees and beneficiaries currently receiving benefits
Terminated vested participants

Active vested participants

Active nonvested participants

Total membership in the Plan

(N T

Actuarial assumptions

The total pension liability in the January 1, 2023 actuarial valuation was determined using the following actuarial
assumptions, applied to all periods included in the measurement:

Actuarial Assumptions:

Net investment rate of return 7.375%
Projected salary increases 2.250%
Cost of living adjustments N/A
Inflation 2.25%

Mortality rates for the January 1, 2023 valuation were based on the RP-2000 Combined Healthy Mortality Table with
sex-distinct rates, set forward two years for males and one year for females.

The mortality and economic actuarial assumptions used in the January 1, 2023 valuation were based on the results of
an actuarial experience study for the period July 1, 2015 to June 30, 2019.

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

Best estimates of arithmetic real rates of return for each major asset class included in the pension plan’s target allocation
as of March 31, 2022, are summarized in the table below.

Target Expected real
Asset class: Allocation rate of return
Domestic equity 45% 6.40%
International equity 20% 6.80%
Real estate 10% 3.90%
Global fixed income 5% 46%
Domestic fixed income 20% .40%
Cash _ 0% -

100%
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Discount rate

The discount rate used to measure the total pension liability was 7.375%. The projection of cash flows used to determine
the discount rate assumed that plan member contributions will be made at the current contribution rate and that City
contributions will be made at rates equal to the difference between actuarially determined contribution rates and the
member rate. Based on those assumptions, the pension plan’s fiduciary net position was projected to be available to
make all projected future benefit payments of current plan members. Therefore, the long-term expected rate of return
on pension plan investments was applied to all of the projected benefit payments to determine the total pension liability.

Changes on the Net Pension Liability of the City

The changes in the components of the net pension liability of the City for the year ended June 30, 2023, were as follows:

Total Pension Plan Fiduciary Net Pension

Liability Net Position Liability

@ ) (a)-(b)
Balances at June 30, 2022 $1,119,277 $1,153,154 ($33,877)
Changes for the year:
Service Cost 16,097 - 16,097
Interest 82,002 - 82,002
Difference between expected and actual experience 7,475 - 7,475
Changes of assumptions - -
Contributions-employer - 39,425 (39,425)
Contributions-employee - - -
Other - - -
Net investment income/ (Loss) - (187,435) 187,435
Benefit payments (46,960) (46,960) -
Administrative expense - (8,432) 8,432
Net Changes 58,614 (203,402) 262,016
Balances at June 30, 2023 $1,177,891 $ 949,752 $228,139

The required schedule of changes in the City’s net pension liability and related ratios immediately following the notes
to the financial statements presents multiyear trend information about whether the value of plan assets is increasing or
decreasing over time relative to total pension liability.
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Sensitivity of the net pension liability to changes in the discount rate

The following presents the net pension liability of the City, calculated using the discount rate of 7.375 percent, as well
as what the City’s net pension liability would be if it were calculated using a discount rate that is 1 percentage-point
lower (6.375%) or 1 percentage point higher (8.375%) than the current rate:

Current
1% Decrease  Discount rate 1% Increase
6.375% 71.375% 8.375%

Ciry’s net pension liability (asset) $ 380,823 $228.139 $ 100,506

Pension Expense and Deferred Outflows of Resources and Deferred Inflows of Resources Related to Pensions

For the year ended June 30, 2023 the City recognized pension expense of $37,121. At June 30, 2023 the City reported
deferred outflows of resources and deferred inflows of resources related to pensions from the following sources:

Deferred Deferred
Outflows of Inflows of
Resources Resources
Differences between expected and actual experience $ 24,655 $  (26,360)
Changes in assumptions 6,480 -
Net difference between projected and actual earnings 121,756 -

on pension plan investments

Total $ 152,891 $  (26,360)

Amounts reported as deferred outflows of resources and (deferred inflows) of resources related to pensions will be
recognized in pension expense as follows:

Year Ending June 30, Amount
2024 $ 17,373
2025 25,343
2026 29,437
2027 54,378

Changes on the Net Pension Liability of the City

Actuarial valuations involve estimates of the value of reported amounts and assumptions about the probability of
events far into the future, and actuarially determined amounts are subject to continual revision as results are compared
to past expectations and new estimates are made about the future. Actuarial calculations reflect a long-term
perspective. Calculations are based on the substantive plan in effect as of January 1, 2023.
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3-H. - Interfund Balances and Transfers

On the fund financial statements, receivables and payables resulting from short-term interfund loans are classified as
"due to/from other funds." These amounts are eliminated in the governmental and business-type activities columns of
the Statement of Net position, except for any net residual amounts due between the aggregate governmental activities
and the aggregate business—type activities, which are reclassified and presented as internal balances. All due to/from
balances are expected to be repaid within one year. The composition of interfund balances at June 30, 2023 is as follows:

Receivable Fund Payable Fund Total
SPLOST Fund TSPLOST Fund $ 82,867

The outstanding balances between funds result mainly from the time lag between the dates that transactions are recorded
in the accounting system and payments between funds are made.

Transfers are used to report revenues from the fund that statute or budget requires to collect them to the fund that
statute or budget requires to expend them and unrestricted revenues collected in the General Fund to finance various
programs accounted for in other funds in accordance with budgetary authotizations; to segregate money for anticipated
capital projects; to provide additional resources for current operations or debt service; and, to return money to the fund
from which it was originally provided once a project is completed. All transfers either occur on a regular basis or are
consistent with the purpose of the fund making the transfer. Transfers for the year ended June 30, 2023 were as follows:

Transfers From Transfers To Total
General Fund Water/Sewer Fund $250,000

Note 4 - Other Notes
4-A. Risk Management

The City is exposed to various risks of loss related to torts; theft of, damage to and destruction of assets; etrors and
omissions; injuries to employees; and natural disasters. The City has joined together with other cities and counties in
the state of Georgia as part of the Interlocal Risk Management Agency for property and liability insurance and the
Georgia Municipal Association of Workers’ Compensation Self Insurance Fund, public entity risk pools currently
operating as common risk management and insurance programs for member local governments. The Georgia Municipal
Association is the administrator of both risk pools.

As part of these risk pools, the City 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. The City is also to allow the pools’ agents and attorneys to represent
the City in investigation, settlement discussions and all levels of litigation arising out of any claim made against the City
within the scope of loss protections furnished by the funds.

The funds are to defend and protect the members of the funds against liability or loss as prescribed in the member
governments’ contracts and in accordance with the workers’ compensation laws of Georgia. The funds are to pay all
costs taxed against its 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.

The City has not compiled a record of the claims paid up to the applicable deductible for the prior or current fiscal year.
The City is not aware of any claims for which the City is liable for (up to the applicable deductible) that were outstanding
and unpaid as of June 30, 2023. No provision has been made in the financial statements for the year ended June 30,
2023 for any estimate of potential unpaid claims.
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4-B. Contingencies and Commitments

The City is a party to various legal proceedings which normally occur in governmental operations. Although the outcome
of these proceedings is not presently determinable, it is the opinion of the City’s legal counsel that resolution of these
matters will not have a material adverse effect on the financial condition of the City.

In the normal course of operations, the City receives grants from federal and state agencies. The grant programs are
subject to audit by the granting authorities, the purpose of which is to ensure compliance with conditions precedent to
the granting of funds. These audits, if any, could result in a request for reimbursement to the grantor agency for costs
disallowed under terms of the grant. Based on prior experience, the City believes such disallowances, if any, will be
immaterial.

4-C. Joint Ventures

The City is member, as required under Georgia law, in conjunction with other cities and counties in the area, of the
Central Savannah River Regional Commission (RC) and as such is required to pay annual dues thereto. Membership in
an RC is required by the Official Code of Georgia Annotated (O.C.G.A.) Section 50-8-34 which provides for the
organizational structure of the RC in Georgia. The RC Board membership includes the chief elected official of each
county and municipality of the area. O.C.G.A. Section 50-8-39.1 provides that the member governments are liable for
any debts or obligations of an RC. Separate financial statements may be obtained from the:

Central Savannah River Regional Commission
P.O. Box 2800
Augusta, GA 30914-2800

4-D. Internal Activity

Itis the City’s policy to eliminate or reclassify all internal activity and balances reported as interfund activity and
balances in the fund financial statements in the government-wide Statement of Net position and Activities. These
climinations occur first within the governmental activities column and within the business-type activities column and
then separately in the total primary government column.
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lotal pension liability
Service Cost
Interest
Changes of benefit terms/other
Differences between expected and actual experience
Change of assumptions
Benefit payments, including refunds of employee contributions
Other
Net change in total pension liability

Total pension liability - beginning
Total pension liability - ending
Plan fiduciary net position
Contribution - employer
Net investment income
Benefit payments, including refunds of employee contributions
Administration expense

Net change in plan fiduciary net position

Plan fiduciary net position - beginning
Plan fiduciary net position - ending

Net pension asset (liability) - ending

])l

Covered-employee payroll

Net position asset (liability) as a percentage of
covered-employee payroll

Schedule of City Contributions:

Actuarially determined contributions

Contributions in relation to the actuarially
determined contribution

Contibution deficiency (excess)

City's covered - employee payroll

Contributions as a percentage of covered-employee payroll

Year End

CITY OF HEPHZIBAH, GEORGIA
REQUIRED SUPPLEMENTARY INFORMATION
RETIREMENT PLAN
SCHEDULE OF CHANGES ON NET PENSION LIABILITY
AND RELATED RATIOS

FOR THE YEAR ENDED JUNE 30, 2023

Year End Year End

Year End

lan fiduciary net position as a percentage of total pension liability

Year End Year End Year End Year End Year End
2023 2022 2021 2020 2019 2018 2017 2016 2015
$ 16097 $ 15516 $ 18977 $ 23532 § 25379 $ 22859 $ 19526 $ 21538 $ 18,058
82,002 77,719 72,086 69,743 70,592 62,898 56,106 52,897 53,755
7,475 9,212 28,881 (34,182) (89.798) 22,085 37,711 (129) (42,191)
4 - - 19,438 - 13,510 - - 5
(46,960) (42.944) (37,253) (15,648) (15,648) (18,523) (32,897) (32,896) (38,952)
- - - . - - 5 - (4,775)
58,614 59,503 82,691 62,883 (9,475) 102,829 80,446 41,410 (14,105)
1,119,277 1,059,774 977,083 914,200 923,675 820,846 740,400 698,990 713,095
1,177,891 1,119,277 1,059,774 977,083 914,200 923,675 820,846 740,400 698,990
39,425 39,386 46,983 58,409 54,624 46,173 45,088 50,230 51,793
(187,435) 226,878 82,752 25,854 69,961 89,314 58,500 5,232 50913
(46,960) (42,944) (37,253) (15,648) (15,648) (18,523) (32,897) (32,896) (38.,952)
(8,432) (8,542) (8,346) (8,256) (9,002) (9,849) (5,662) (6,378) (5,171)
(203,402) 214,778 84,136 60,359 99,935 107,115 65,029 16,188 58.583
1,153,154 938,376 854,240 793,881 693,946 586,831 521,802 505,614 447,031
949,752 1,153,154 938,376 854,240 793,881 693,946 586,831 521,802 505,614
$(228139) $ 33877 $(121398) $ (122.843) $ (120319) $(229.729) § (234015) _$(218,598) $(193.376)
80.63% 103.03% 88.54% 87.43% 86.84% 75.13% 71.49% 70.48% 72.33%
477,371 570,967 554,083 628,824 650,401 661,192 607,470 569,183 560,456
47.79% -5.93% 21.91% 19.54% 18.50% 34.74% 38.52% 38.41% 34.50%
o 37,888 42,966 48,322 61,772 52,241 44,150 45,401 -
Y 37,888 42,966 48,322 61,772 52,241 47,933 41,618 -
o o = » v - (3,783) 3,783 -
e 570,967 554,083 628,824 650,401 661,192 607,470 569,183 560.456
" 6.64% 7.75% 7.68% 9.50% 7.90% 7.27% 7.98% -

** - 2023 information will be determined afier the fiscal year end and will be included
in the 2024 valuation report (excerp from the January 1, 2023 Actuarial Valuation Report)

Historical information prior fo the implementation of GASB 68 is not required.
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- Finding 2023-1:

Effect:

Recommendations:

Views of Responsible
Officials and Planned

Corrective Actions:

Finding 2023-2:
Recommendations:
Views of Responsible

Officials and Planned
Corrective Actions:

Finding 2023-3:

Recommendations:

Views of Responsible
Officials and Planned

Corrective Actions:

City of Hephzibah, Georgia
Schedule of Findings and Responses
June 30, 2023

Because of a limited number of available personnel, it is not always possible to adequately segregate certain
incompatible duties, so that no one employee has access to both physical assets and the related accounting records,
or to all phases of a transaction. Consequently, the possibility exists that unintentional or intentional errors or
irregularities could exist and not be promptly detected.

Failure to properly segregate duties or implement compensating controls can lead to misappropriation of funds or
abuse of the system that is not detected in a timely manner by employees in the normal course of performing their
assigned functions

Because of limited resources and personnel, management may not be able to properly address this finding, but
checks and balances should be strengthened between the Accounting Department, City Manager , Mayor and City
Council to offset this deficiency.

We will continue to review our operations to determine the most efficient and effective solution to properly
segregate duties.

The Cities expenditures exceeded appropriations at the legal level of control.

We recommend that the City pass a budget that accurately reflects the expected expenditures and amend the budget
throughout the year to account for unforeseen changes in these expenditures.

We concur with the findings of our city auditor and plan on passing an accurate budget as well as amend the budget
throughout the year to account for unforseen changes in revenues and expenditures.

During the course of the audit it was noted that the TSPLOST Fund had a interfund balance owed to the SPLOST
fund. SPLOST and TSPLOST funds can only be used for their intended purpose as stated in their respective
referendums and should be repaid as soon as financially possible.

The City should transfer funds from the TSPLOST Fund to the SPLOST Fund as soon as possible.

We concur and will transfer the funds from the TSPLOST Fund to the SPLOST Fund as soon as possible.
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eMorris & Waterse
REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON o

COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT
OF FINANCIAL STATEMENTS PERFORMED IN ACCORDAN CE WITH
GOVERNMENT AUDITING STANDARDS

Independent Auditot’s Report

To the City Commission
Hephzibah, 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, the business-type activities and each major fund of the City of Hephzibah,
Georgia (“the City”) as of and for the year ended June 30, 2023, and the related notes to the financial statements, which
collectively comprise the City’s basic financial statements, and have issued our report thereon dated December 14, 2023.

Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered the City’s internal control over financial
reporting to determine the audit procedures that ate 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’s internal control.
Accordingly, we do not express an opinion on the effectiveness of the City’s internal control

A defictency 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 1s 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. We consider the deficiencies described
in the accompanying schedule of findings and responses, as items 2023-1 through 2023-3, to be a significant deficiency.

Our consideration of internal control was for the limited purpose described in the first paragraph of this section and
was not designed to tdentify all deficiencies in internal control that might be material weak-nesses or significant deficiencies and
therefore, material weaknesses or significant deficiencies may exist that were not identified. Given these limitations, during our
audit we did not identify any deficiencies in internal control that we consider to be material weaknesses. However, material
weaknesses may exist that have not been identified.

Morris & Waters

Certified Public Accountants
325 Tellico Rd.
Canton, GA 30115
Ph (770)-883-3516 32

www.morris-waters.com



Compliance and Other Matters

As part of obtaining reasonable assurance about whether the City’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 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 no instances of noncompliance or other matters that are required
to be reported under Government Auditing Standards.

City of Hephzibah’s Response to Finding

The City’s responses to the findings identified in our audit are described in the accompanying schedule of findings and
responses. We did not audit the City’s responses and accordingly, we express no opinion on them.

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 result 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 Awnditing Standards in considering the entity’s internal control
and compliance. Accordingly, this communication is not suitable for any other purpose.

Morris & Waters

Canton, Georgia
December 14, 2023

33



CITY OF HEPHZIBAH, GEORGIA
SCHEDULE OF SPECIAL PURPOSE LOCAL OPTION SALES TAX PROJECTS
FOR THE YEAR ENDED JUNE 30, 2023

Estimated
Original Adjusted Expenditures Percentage
Estimated Estimated Prior Current Total To of
Cost Cost Cost Years Year Date Completion
SPLOST Vi § 4,424,000 S 4,424,000 79%
Water and Sewer System Improvements 1,891,586 - 1,891,586
City Cemetary Expansion 235,048 - 235,048
Public Safety Facilities, Equipment, and Vehicles 1,043,868 308,389 1,352,257
§ 3,170,502 § 308,389 § 3,478,891
Estimated
Original Adjusted Expenditures Percentage
Estimated Estimated Prior Current Total To of
Cost Cost Cost Years Year Date Completion
SPLOST VIII S 7,500,000 $ 7,500,000 0%
Town Center with City Hall = - ”
Public Safety Equipment and Vehicles - - -
Public Safety Training Center - - -
Parks and Recreation - - -
Cemetery Expansion - - -
Road and Street Improvements - - -
Utility Vehicles and Equipment - - -
Water and Sewer System Improvements - - -
$ - $ - $ -
Expenditures
Prior Current Total To
Cost Years Year Date
TSPLOST
Transportation Improvements 855,798 22,643 878,441
$ 855,798 § 22,643 § 878,441
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