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f'o the Honorable Chairman and
Ivfembers of the City Commission
Cirl' of Hephzibah, Georgia

oMorris & Waterso

INDEPENDENT AUDITOR'S REPORT

Report on the Financial Statements

Opinions

\\'e have audited the accompanying financial statementd of the governmental activities, the business-type acuvities and each

major fund of the City of Hephzibah, Georgia, (the City) as of and for the year ended June 30, 2025, and the related notes to
ti-re ltnancial statements, which collectively comprise the City's basic Frnancial statements as l-isted rn the table of contents.

In our opinion, the Frnancial statements referred to above present fairly, in all material respects, the respective financial

position of the governmental activities, the business-rype activities and each major fund of the City as of June 30,2025, and
the respective changes in financial position and, where applicable, cash flows theteof and the respective budgetan
comparisons for the General Fund for the yeat then ended in accordance with accounting pdnciples generally accepted in the
United States of America.

Basis for Opinions

V/c conducted our audit in accordance with auditing standards generallv accepted in the United States of America (GAAS) and
the standards applicable to financial audits contained in Government Auditing Standards, issued by the Comptoller General

of the United States. Our responsibilities under those standards are further descnbed 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 mcet our other
cthical responsibilities, in accordance with the relevant ethical requirements relating to our audit. We believe that thc 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 accotrnting

principles generally accepted in the Uruted States of America, and for the design, implementation, and maintenance of intemal

control relevant to the preparation and fair presentation of Frnancial statements that ate free from material misstatement,

rvhether due to ftaud or error.

In preparing the Ftnancial statements, management is requrred to evaluate whether there are conditions or events, considered

in the aggregate, that raise substantial doubt about the City's abrliry to continue as a going concem for twelve months beyond

thc ftnancial statement date, including any currendy known information that may raise substantial doubt shortly thereafter.

Morris & Waters
Certified Public Accountants
325 Tellico Rd.
Canton, GA 30115
Ph (770)-883-3516
Fx (770Y4O7-8532
www. morris-waters.com
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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 ftom material

misstatement, whether due to fraud or error, and to issue an auditot'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 GA-AS and Govemment Auditing Standards will always detect a material misstatement when it exists. The risk of not

detecting a mateial misstatement resulting from fraud is higher than for one resulting ftom error, as fraud may involve

collusir.rn, forgery, intentional omissions, misteptesentations, or the override of intemal 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 {tnancial statements.

In petforming an audit in accordance with GAAS and Governmental Auditing Standards, we:

' Ilxercise professional judgment and maintain professional skepticism throughout the audit.

' Identifu and assess the risks of matetial 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 disclosutes in the financial statements.

' Obtain an understanding of internal control relevant to the audit in order to design audit ptocedures 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.

' Er-aluate the appropriateness of accounting policies used and the reasonableness of significant accounting estimates made by

matlagelrlent, as well as evaluate the overall presentation of the financial statements.

' (-onclude whethet, in out judgment, there are conditioris or events, considered in the aggregate, that raise substantial doubt
about the City's ability to continue as a going concem for a reasonable period of time.

We are required to communicate with those charged uiith govemance regarding, among other matters, the planned scope and

timing of the audit, signihcant audit findings, and certain internal control-related mattets that we identified during the audit.

Reg u ired Supplem en tury fnform a tio n

Ivlanagement has omitted the management's discussion and analysis that accounting principles genetally accepted in the United

States of America require to be presented to supplement the basic Ftnancial statements. Such missing information, although not
a part of the basic financial statements, is reqrited by the Govetnmental Accounting Standards Board who considers it to be an

essential patt of frnancial repoting for placing the basic financial statements in an appropriate opetational, 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 hnancial statements. Such information, although not

a part of the basic financial statements, is required by the Govemmental Accounting Standards Board who considers it to be an

cssential part of Frnancial reporting for placing the basic financial statements in an appropriate operational, economic, or
historical context. \)7e have applied certain limited procedures to the required supplementary information in accotdance with

aucliting standards generally accepted in the United States of America, whrch consisted of inqufuies of management about the

methods of preparing the information and comparing the information for consistency with management's responses to our

inquirics, the basic financial statements, and other knowledge we obtained during our audit of the basic financial statements. \\''e

do not express an opinion or provide any assurance on the information because the limited procedures do not ptovide us with

suff,tcient evidence to express an opinion or provide any assurance.
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S u pp Ie m e n ta ry fn form a tio n

Our audit was conducted for the pulpose of forming opinions on the financial statements that collectivelv comprise the Ciw of
Hephzibah, Georgia's basic Frnancial statements. The accompanying Schedule of Special Local Option Sales Tax Projects as

tequired by the Official Code of Georgia Annotated as described rn the table of contents are presented for purposes of additional
anaiysis and are not a required part of the basic Frnancial statements.

The Schedule of Special Local Option Sales Tax is the responsibility of management and was derived from and relates ditectly
to the undedying accounting and other records used to prepare the basic ftnancial 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 dtecdy to the undedying accounting and other records used to prepare

the basic financial statements or to the basic financial statements themselves, and other additional procedures in accordance

u'ith auditing standards generally accepted in the United States of America. In our opinion, the Schedule of Special Local Option
Sales -fax is fairly stated, in all material tespects, in relation to the basic ltnancial statements as a whole.

Other Reporting Required by GovemmentAuditing Standatds

In accordanc e with Goaernnent Audiling Standarh, we have also issued our report dated Decembet 26,2025, on our consideration

of the City of Hephzibah's internal control over financial reporting and on our tests of its compliance with certain pror.,ision of
laws, regulations, conttacts, and grant agreements and othet mattets. The purpose of that report is to describe the scope of our

testing of intemal 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 pat of an audit petformed in accotdance

lritth Gouernrtent Auditing Standarh in considering the City's intemal control over ftnancial reporting and compliance.

Nlorris & lTaters

T%ralrr/ f,Tfu
Canton, Georgia

December 26,2025
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CITY OF HEPHZIBAH, GEORGIA
STATEMENT OF NET POSITION

JUNE 30,2025

Primary Government

Governmental
Activities

Business-Type

Activities Total

ASSETS

Current Assets:

Cash and Cash Equivalents
Accounts Receivable (net)

Taxes Receivable (net)

Due from Other Governments

Internal Balances

Prepaid Items

Total Current Assets:

Total Assets

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 ltems

NET POSITION

Net Investment in Capital Assets

Restricted - Capital Projects

Unrestricted

Total Net Position

10,202 19,473,763

$ 38.268.884 $ 2.906.509 $ 41.175.393

23,293 14,469 762

$ 43,966 $

$$ 21,339,533

30,735

93,142

16,883

530,169

48,220

62,323 $
69,718

2l,401,856

100,453

93,142

16,883

89.296

22,058,682

(530,169)

41,076

(3s7,0s2) 21,701,630

3,762,423

12,447,779

I15,051

3,148,510

3,877,474

15,596,289

8,352 $

74,066

52,318

74,066

43,966 82,418 126,384

32.429 19,651 52,086

76,395 102,075 178,470

58,271 36, l 9s 94,466

16,210,202

5,555,202

19,473,763

5,555,202

I5,911,25407 (480,853)

$_____i&r575u $_2JEZruE L_____4tt9t[219

The notes to the financial statements are an integral part ofthis statement.
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Noncurrent Assets:

Capital Assets, Net of Accumulated Depreciation

Capital Assets not being Depriciated

Capital Assets, net of Accumulated Depreciation

Total Noncurrent Assets: 3,263,561

3,263,561



CITY OF HEPHZIBAH, GEORGIA
S'IATEMENT OF ACTIVITIES

FOR THE YEAR ENDED JT]NE 30, 2025

Program Revenues

Net (Expense) Revenue and

Changes in Net Position

Expenses

Charges for
Services

Governmental

Activities
Business-Type

Activities

Operating

Grants and

Contributions

Capital

Grants and

Contributions

Primary Government

FUNCTIONS/PROGR{MS

Primary Government:

Governmental Activities:

General Government

Public Safety

Puhlic Works

Total Governmental Activities

Business-Type Activities:

Water and Sewerage

Total Business-Type Activities

Total Primary Government

$ 588,246 S

1,525,025

I,048,895

235,337 $

45,419

$ 281,581 $ (11,328\

(1,419,606)

(745,832)

$ s (71,328)

(1,479,606)

(745,832)303,063

3,162,166 280,756 584,644 (2,296,766) (2,296,766)

I,115,385 607,144 (508,241)

(s08,241)

(508,241)

1,1 15,395 607,144 (s08.241)

$ 4,277,551 $ 887,900 $

General Revenues:

Taxes

Sales Taxes

Franchise Tax

Alcoholic Beverage Tax

Insurance Premium Tax

Motor Vehicle Tax

Other Taxes

Unrestricted Investment Earnin gs

Miscellaneous

Timber Sales

Transfers

Total General Revenues

Changes in Net Position

Net Position - Beginning

Net Position - Ending

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

$ 584,644 (2,296,766) (508,241)

I,128,080

248,305

52,713

365,221

326,847

28,824

530,150

28,5J0

54,764

(24,648',)

I,128,080

248,305

52,713

365,221

326,847

28,824

530,516

28,530

54,764

366

2,738,846

24,648

25,014 2,763,860

442,080 (483,227) (41,141)

37,715,131 3,265,935 40,981J66

5
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(2,805,007)



CITY OF HEPHZIBAH, GEORGIA
GOVERNMENTAL FUNDS

BALANCE SHEBT

JUNE 30,2025

General SPLOST

Total

Covernmental
Funds

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

$ 15,795,626 $

30,735

93,142

48,220

535,757

999,594 $ 4,544,313

16,883

82,867

$ 2l,339,533

30,735

93,142

16,883

48,220

618,624

$___l65rL4E0 $___lJr6,4Z7 $____4,627-1E0 $___rufi-trL

$ 43,966 $ 43,966

88,45582,867 5,s88

43966 82,867 5,s88 t32,42t

48,220 48,220

933,610 4.621,592 5,555,202

t6,41t,29416,411,294

16,459,514 933,610 4,621,592 22,014,716

E____16,lq]l!q $ 1,016,477 $ 4,627,180 S 22,147,137

$$

The notes to the financial statements are an integral part ofthis statement.
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CITY OF HEPHZIBAH, GEORGIA
RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET

TO THE STATEMENT OF NET POSITION

JUNE 30,2025

Total Fund Balances for Governmental Funds

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

Capital assets of$21,345,540 net ofacccumulated depreciation of$5,135,338 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 ofresources 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 ofthis statement.

$ 22,014,716

16,210,202

(32,4291

23,293

(58,271)

$ 38,I57,51 |
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CITY OF HEPHZIBAH, GEORGIA
GOVERNMENTAL FT]NDS

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FI.IND BALANCES
FOR THE YEAR ENDED JUNE 30,2025

General TSPLOST SPLOST

Total

Governmental
Funds

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

Total Revenues

EXPEI\DITT]RES
Current:

General Government
Public Safety
Public Works

Capital Outlay:
General Government
Public Safety
Public Works

Total Expenditures

Excess @eficiency) of Revenues
Over (Under) Expenditures

OTHER FTNANCING SOURCES ruSES)

Transfers in

Transfers Out
Timber Sales

Total Other Financing
Sources (Uses)

Net Change in Fund Balances

Fund Balances - Beginning of Year

S 2,150,050 S

27,133

80,410
45,4t9
14,80s

r93,399

530,150
28,530

281,581

s 2,150,050
27,133

269,808
ds,419

14,805

193,399

844,986
28,530

281,581 3,574,130

s

189,398

33,255

3,069,896 222,653

326,854

1,276,3O3

674,89t

8,858

94,839

3,736,097
476,856

1,540

326,854

1,276,303
769,730

3,736,097
,185,714

1,540

2,286,906 94,839 1,211,193 6,596,238

782,990 127,814 (3,932,912) (3,022,108)

54,764
Q4,648\

(24,648)

(21,648)

51,764

837,754

15,621,760

127,811

805,796

(3,957,560)

8,579,r52

t6
(2,91)1,992)

25,006,708

54,764

Fund Balances - End ofYear s 16,459,514 $ 933,610 $

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

s 22,011,716
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CITY OF HEPHZIBAH, GEORGIA
RECONCILIATION OF'THE STATEMENT OF REVENUf,S, EXPENDITURES AND

CHANGES IN F'UND BALANCES OF'GOVERNMENTAL FUNDS

TO THE STATEMENT OF'ACTIVITIES
F'OR THE YEAR ENDED JUNE 30, 2025

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:

Goverrunental 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 $807,843 was exceeded by net capital outlay of ($4,223,351) in the current period.

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

I)eferred outllows 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 outllows of resources related to pensions

Change in deferred inllows of resources related to permions

( lhange in Net Position of Governmental Activities

'I'he notes to the financial statements are an integral part of this statement.

s (2,991,992)

3,4 15,508

ro7,224

(34,64r)
(54,019)

s 442,080
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REVENUES
Taxes:

Sales

Franchise
Alcoholic Beverage

Insurance Premium
Motor Vehicle

Other
Intergovernmental
I-icenses & Permits
Fines & f,'orfeitures
Charges for Services

Rents Received

Invcstment Income

Other Revenues

Total Revenues

EXPENDITURES
Current:

General Government

Public Safety

Public Works

Total Expenditures

Excess of Revenues Over Expenditures

OTHER FIN,A.NCING SOURCES (USES)
'fransfers In/(OuQ
'l'imber Sales

I'otal Other Financing Sources (Uses)

Net Change in Fund Balances

Fund Balance, Beginning Of Year

l'und Balance, End Of Year

CITY OF' HEPHZIBAH, GEORGIA
GENERAL FUND

SCHEDULE OF REVENUES, IXPENDITURES & CHANGES IN FUND BALANCES
BUDGET &,{CTUAL (GAAP BTIDGETARY BASIS)

FOR THE YEAR ENDED JUNE 30,2025

Budget

Original Final Actual

s 1,075,000

250,000

s3,2L6

265,221

356,000

5,000

80,410

52,700

67,993

s

Variance with

Final Budget

900,000

225,O13

72,OOO

339,640

250,000

5,000

222,278

39,250

67,993

1,128,080

248,305

52,773

365,221

326,847

28,824

80,410

27,133

45,,119

14,805

193,399

530,150

28,530

228,080

23,292
(19,221)

25,581

76,811

23,824
(14r,868)
(r2,tt7)
(22,s71)

1.t,805

5,750

212.861

25,210

s s

206,610

300,000

3,190

187,649

287,286

3,260

2,7t5,340 2,599,369 3,06g,gg6 470,521

311,366

1,293,101

706,100

341,366

t,293,707

706,100

326,854

1,28s,161

671,891

1,1,512

8,5{6

31,209

2,341,173 2,341,t73 2,296,906 51,261

374,167 258,196 782,990

54,764

524,791

54,164

51,161 51,161

314,167

L5,62t,760

258,196

15,621,760

837,754

15,621,760

579,S58

10
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CITY OF HEPHZIBAH, GEORGIA
PROPRIETARY FTINDS

STATEMENT OF NET POSITION
JUNE 30,2025

Water and
SewerageASSETS

Current Assets:
Cash and Cash Equivalents
Accounts Receivable (Net of Allowance for Uncollectibles)
Due from Other Funds
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
Due to Other Funds
Customer Deposits

Total Current Liabilities

Noncurrent Liabilities:

Net Pension Liability

Total Liabilities

Dcferred Inflou's of Resources

NET POSITION
Net Inyestment in Capital Assets
Unrestricted

Total Net Position

Total Liabilities and Net Position

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

$ 62,323
69,718
5,588

,11,076

178,705

115,051
3,148,510

3,263,561

14,169

8,352

535,757
74,066

618, I 75

19,657

637,832

36,195

3,263,561
(180,8s3)

3.442.266

11

2,792,709

$ 3,420,540



CITY OF HEPHZIBAH, GEORGIA
PROPRIETARY FUIYDS

STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET POSITION
JUNE 30, 2025

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 REVENIIES GXPENSES)
Interest Income

Total Nonoperating Revenues @xpenses)

I-oss 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.

Water and
Sewerage

$ 530,837

48,007

28,300

607,141

480,130

158,7'l
273,187

203,314

1,1 15,385

(508.241)

366

366

(s07,87s)

24,648

(483,227\

3,265,935

$ __2JqzJqq
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CITY OF HEPHZIBAH, GEORGIA
PROPRIETARY Ft]}tDS

STATEMENT OF CASHFLOWS
YEAR ENDED JIJNE 30, 2025

Cash Flows from Operating Activities:
Cash Receiyed from Customers
Cash Payments to Suppliers and Seryice Providers
Cash Payments to Employees

Net Cash prorided by (Required for)
Operating Activities

Cash Flows from Capital and Related Financing Activities:
Purchase of Capital Assets

Transfers in from SPLOST
Net Cash provided by (required for) Financing Activities

Cash Flows from Investing Activities:
Interest Income

Net Cash Flows From Investing Activities

Net Decrease 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 Proyided from Operating Activities:
Operating l-oss

Adjustments to Reconcile Operating
Loss to Net Cash Provided by @equired for)
Operating Activities:
Depreciation and Amortization
Decrease in Accounts Receivatrle
Increase in Prepaid Expenses
Decrease in Deferred Outflows of Resources
Decrease in Accounts Payable
Increase in Due to Other Funds
Increase in Customer Deposits
Decrease in Net Pension Liabilify
lncrease in Deferred lnflows ofResources

Net Cash Provided by @equired for)
Operating Activities

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

S

Water and
Sewerage

6l 1,164

(79,876)
(,t80,130)

51,158

(24,648\
24,618

366

366

51,52.1

t0,799

$ 62,323

(s08,24r)s

203,311
I,1 50

(21,78e)
5,217

(8,4e2)

370,177
2,870

Q7,7e8)
3.t,750

$ 51,158
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City of Hephzibah, Georgia
Notes to the Busic Financiol Statements

June 30, 2025

I\lote 1- Summary of SignifrcantAccounting Policies

The Citl- of Hephzibah ("The City") was incorpotated by an act of the Georgia Legislatute. The Citv of Hephzibah
operates under a Chairman and Commissioner form of government. All members serve on a patt-time basis. The
Chairman and Commissioners appoint a City Clerkwho is responsible for the daily opetations of the City. The followrng
services are ptovided to the citizens of Hephzibah: highways and streets, sanitation, public safety, public imptovements.
planning and community development, water and sewer, and general administtative sen'ices.

'Ihe hnancial statements of the City have been prepared in conformity with accounting principles genetally accepted in
the United States of America (GAAP) as applied to governmental units. The Govemmental Account.i.ng Standards
lloard (GASB) is the accepted standard-setting body for establishrng govemmental accounting and financial reporting
principles. Ptoprietary funds apply Financial Accounting Standards Board (FASB) pronouncements and Accounting
Principles Board (APB) opinions issued on or befote Novembet 30, 1.989, unless those pronouncements conflict with
or contradict GASB pronouncements or APB opinions issued aftet November 30, 1989. The most significant of the
City's accounting policies are described below.

1-A. Repotting Entity

The financial statements of the reporting entity include those of the City of Hephzibah, Georg$a (the primary
govemment). Component units ate legally separate organlzations for which the City is financially accountable for the
entity or the exclusion of such entity would cause the City's Frnancial statements to be misleading or incomplete.
Financial accountability exists if the City appoints a voting majotity of the entity's goveming body and either the City
can impose its will on the entity or the potential exists for the entity to provide specific financial benehts or impose
specific financial burdens on the City. Based on this definition, the City has no component units ot other organizations
that are tequired to be reported in these financial statements. 'Ihe primary government of the City consists of all funds,
departments, boards and agencies that are not legally separate from the City.

1-8. Basis of Presentation

'lhe Crty'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
infotmation. These statements report financial information for the City as a whole. Individual funds are not displayed
but the statements distinguish govemmental activities, generally supported by taxes and grants and the City's genetal
revenues, from business-rFpe activities, generally financed in whole or in part w'ith fees charged to extetnal customers.
Iriduciary funds are not included in the govemment-wide financial statements.

f'he Statement of Net Position presents the Frnancial position of the governmental and business-rype activities of the
City at the hscal 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-tvpe
actir.'ities of the City. Direct expenses ate those that are speciFrcally associated with a function and therefore cleatly
identiFrable to that particular function. The City has elected not to allocate indfuect expenses among its programs,
functions and segments in the Statement of Activities. The Statement of Activities reports the expenses of a grven
function offset by progtam revenues directly connected wrth the functional program. A function is an assembly of
sirnilar activities and may include portions of a fund or summarize more than one fund to capture the expenses and
program tevenues associated with a distinct functional activity. Ptogram revenues include: (1) charges for services
which report fees and othet charges to users of the City's services; (2) operating grants and contributions which hnance
annual opetating activities including restricted investment income; and, (3) capital grants and contributions which fund
the acquisition, construction or rehabilitation of capital assets. These revenues ate subject to externally imposed
resttictions to these progtam uses. To identi$, which functional progmm a revenue pertains to, the detcrmining factor
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for charges for renticu is that function which generaler the tevenue; and for granfi and tontibutioni, the determining factor is

that function to which the tevenue is wsticted. Other revenue sources not ptopedy included with program revenues are

reported as general revenues of the City. The comparison of direct expenses with program revenues identifies the extent
to u,hich each governmental function and each identihable business activity is self-hnancing or drarvs frorn the genetal
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 demonsffate legal compliance. Fund financial
statements are designed to present financial information of the City at this mote detailed level. Fund Enancial statements
are provided for both govemmental and proprietary funds. Major individual govemmental and enterprise funds are

reported in separate columns.

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

Govetnmental Funds - Governmental funds are those through which most govemmental functions typically
are financed. Govemmental fund reporting focuses on the sources, uses and balances of current financial
resources. Expendable assets are assigned to the various govemmental funds according to the purposes for
which they may ot 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 liabdities as fund balance. The following
are the City's three major govemmental funds:

The General Fund - The Genetal Fund accounts for all hnancial tesoutces except those required to
be accounted for in another fund. The Genetal Fund's unrestricted fund balance is available to the
City for any purpose provided it is expended or tansferred according to the general laws of Georgia.

SPLOST Capital Proiects Fund -This fund accounts for SPLOST revenue received for the speci{ic
pufpose 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.

PropietaryFunds -Ptoprietary fund financial statements include a statement of net position, statement of
revenues, expenses, and changes in net position, and a statemeflt of cash flows. Proprietaq, operating income
reported in proprietary fund Frnancial statements includes revenues and expenses related to the primary,
continuing opetations 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 produdng and delivenng goods in connecdon with a proprietary fund's
principal ongoing business. Operating expenses fot the proprietary funds include the cost of sales and sen'ices,
administrative expenses and the depteciation of capital assets. All revenues and expenses not meeting this
deFrnition 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.

l5

The Water and Sewet Fund is classiFred as amajor 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 ate generally followed in both the government-wide and ptoprietary fund financial
statements to the extent that those standards do not conflict with or contradict guidance of the Governmental
Accounting Standatds Board. Governments also have the option of following subsequent private-sector
guidance for theit business-type activities and enterprise funds, subject to this same limitation. 'fhe City has

elected not to follow subsequent private-sectot guidance.
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1-C. Measurcment Focus

Government-wide Financial Staternents - The government-wide financial statements ate teported using the economit

rerzurceimeaturementforutandtheacnual basiso;faccoanlingasatetheproprietaryfundfinancialstatements. Allassetsand
liabfities associated with the opetation of the City, including capital assets, as well as infrastmcture assets purchased
since January 1, 2003, and long-term liabilities, are included in the Statement of Net Position. The Statement of
Activities reports revellues and expenses. Revenues are recorded when earned and expenses are recorded when a liability
is incurred, regardless of the timing of the telated cash flows. Property taxes are recognized as revenues in the year that
they ate levied. Grants and similar items are recognized as revenue as soon as all eligibiJity requkements imposed by the
provider have been met.

Fund Financial Statements - Govemmental fund Ftnancial statements include a balance sheet and a statement of
reveriues, expenditutes, and changes in fund balances for all major govemmental funds and non-major funds aggregatcd.
All governmental funds are reported :usingtheflow of camentfnancial renurcet measurvmentJbrut and the nodfied anrual bait
of accounting. \Xlth this measurement focus, only current assets and curent liabilities generally are included in the balance
sheet. T'he Statement of Revenues, Expenditures and Changes in Fund Balances reports the sources (i.e., revenues and
other hnancing sources) and uses (i.e., expenditures and other financing uses) of curent financial resources. This
apptoach differs ftom the manner in which the govemmental activities of the government-wide Frnancial statements are
reported. Govetnmental fund financial statements therefore include a reconciliation with brief explanations to better
identifiT the relationship between the govemment-wide statements and the governmental fund statements. Like the
government-wide statements, all proprietary fund rypes are accounted for on the flow of economic resources
measurement focus on both financial teporting levels. A11 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 prcsents
increases (i.e., revenues) and decreases (i.e., expenses) in total net position. The Statement of Cash Flows provides
information about how the City ftnances and meets the cash flow needs of its propnetary fund activities.

1-D. Basis ofAccounting

Basis of accounting determines when transacdons are recorded in the financial records and repotted in the hnancial
statements. Govemment-wide financial statements are prepared using the accrual basis of accounting. At the fund
reporting level, the govemmental funds use the modiFred accrual basis of accounting. Proprietary funds use the accrual
basis of accounting at both reporting levels. Differences in the accrual and the modiFred accnral basis of accounting
arise in the recognition of revenue, the recording of deferred revenue and in the presentation of expenses versus
expenditures.

Revenues - Exchange Ttansactions - 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 Frscal year in whrch the resources are measurable
and become available. Available mearls that the resources will be collected wifiin the current Frscal year or are expected
to be collected soon enough thereafter to be used to pay liabilities of the curtent fiscal vear. For the Ciq', the phrase
"available for exchange ftansactions" means expected to be received within 60 days of the fiscal year-end.

Revenues - I{on-exchange Transactions - Non-exchange ffansactions in which the City receives value without
directly gving equal value in retum, include sales taxes, properry taxes, grants and donations. On an accrual basis,
revenue from sales taxes is tecognized in the pedod in which the taxable sale takes place. Revenue from property taxes
is recognized in the fiscal year for which the taxes are levied. Revenue ftom gtants and donations is recognized in the
fiscal year in which all eligibility tequirements have been satisfied. Eligbility tequirements include timing requirements,
which speci$, the year when the resources are required to be used or the yeat when use is first permitted, matching
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tequirements, in which the City must provide local resources to be used for a specified purpose, and expenditure

requirements, in which the resources ate provided to the City on a reimbutsement basis. On a modified accrual basis,

revenue from non-exchange transactions also must be available (i.e., collected vrithin 30 days fot sales taxes and within
60 days for all other revenues) before it can be recognized. Under the modified accrual basis, the following revenue

sources ate considered to be susceptible to accrual: property taxes, sales taxes and fedetal and state grants.

Progtam Revenues -Amounts reported as program revenues include 1) charges to customers ot applicants for goods,

services, or privileges provided, 2) operating grants and contributions, and 3) capital grants and contributions, including
special assessments. Intemally dedicated resources ate reported as general revenues rather than as Program revenues.

Likewise, general revenues include all taxes.

lVhen both resticted and unrestricted resources are available for use, it is the City's policy to use restticted tesoutces
hrst, then, unresticted resources as they ate needed.

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

Defered/Unearned Revenue - The City recognizes reverrues and other govemmental fund financial resources in
the accounting period in which they become both measurable and available. V/hen an asset is received in a
govetnmental fund, but the revenue is not available, the City repotts a deferred inflow of resources until such time as

the tevenue becomes available. The City limits the use of the term "deferred" to items reported as deferred outflows
of resources or deferred inflows of resources.

1-E. Assets, Liabilities and Fund Equity

1-E-1. Cash, Cash Equivalents and fnvesdnents
Cash and cash equivalents include cash on hand, amounts in demand deposits, certihcates of deposit, as well as short-
tetm investments with a matudty 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:
o Obligations of the State of Georgla or of any other state.

o Obligations of the United States Govemment.
o Obligations fully insured or guaranteed by the U.S. Govemment or a U.S. Govemment agency.

o Obligations of any corporation of the United States Government.
o Primebankers'acceptances.
o The State of Georgia local govemment investrnent pool (i.e., Georgia Fund I).
. Repurchaseagteements.
o Obligations of the other political subdivisions of the State of Georgia.

The City limits credit risk of the pnrnar.y governmeflt by investing its cash with banks deposits, which are completely
covered by federal depository insurance at June 30, 2025. 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 retumed. As ofJune 30,2025, the Ciry '*,as 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
origrnal 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 atJune 30,2025.

1-E-3. Prepaid ltems
Payments made to vendors for services that will benefit periods beyond June 30, 2025 ate tecotded 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 genetal appropriation.

1-E-4. Capital Assets
Capital Assets are defined by the City as assets with an initial, individual cost which exceeds certain capitalizaion
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 govemment-wide financial
statements. These assets generally tesult from expenditures in governmental funds. The City reports these assets in the
governmental activities column of the govemment-wide Statement of Net Position but does not report thcse assets in
the governmental fund financial statements. Capital assets utilized by enteryrise funds are reported both in the business-
tlpe activities column of the government-wide Statement of Net Position and in the enterprise funds'Statement of Net
Position.

All capital assets are capitalbed at cost (or estimated historical cost) and updated for additions and ret-irements during
the year. Donated capital assets are recorded at their fair market values as of the date teceived. The City maintains a

capitalrzatton threshold of $1,000 per item. Improvements to capital assets are capitaltzed. The costs of normai
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 util-ized by the enterprise fund is capit^Lized. All reported
capital assets are depreciated except for land and construction in progress. Improvements are depteciated 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
ovet the following useful lives:

Assets

Buildings & Improvements
Improvements, other than Buildings
Machinery & Equipment
Vehicles
Furniture and Fixtures
Infrastructure
!7ater & Sewer Distribution System

Estimated
Usefirl Life in

Years
t5-25
20
5-20

J

5-10
20

1,2-40

At the inception of a capital lease, at the governmental fund reporting level, expenditutes 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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1-E-5. Defetred Ouillows/Inllows 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 tesources. This separate hnancial statement element, defered inflows of resources, represents
an acquisition of net position that applies to futute period(s) and so will not be recognized as an inflow of resoutces
(revenue) until that time. The amounts are deferred and recognized as an inflow of resources rn the penod that the
amounts become available.

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

1-E-7. Accrued Liabilities and Long-term Obligations
All payables, accrued liabilities and long-term obligations are reported in the government-wide hnancial statements. In
general, govemmental fund payables and accrued liabilities that, once incurred, are paid in a timely manner and in full
ftom cument financial resources, are repotted as obligations of the these funds. Capital leases are recognized as a liability
in the govemmental fund financial statements when due. In the govemment-wide hnancial statements, long-term debt
and other long-term obligations are reported as liabil-ities in the applicable govemmental activities statement of net
position. Bond ptemiums and discounts, as well as issuance costs, are deferred and amorttzed over the life of the bonds
using the effective interest method. In the fund financial statements, goveffimental tlpe funds recognize bond
premiums and discounts, as well as bond issuance costs, during the current period. The face amount of debt issued is
teported as othet financing sources. Premiums received on debt issuances are reported as other financing sources while
discounts on debt issuances ate reported as other financing uses. Issuance costs, whethet or not withheld ftom the
actual debt proceeds received, ate teported as debt service expenditures.

1-E-8. Fund Equity

Fund equity at the govemmental 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 l-iabilittes.

The City restricts those portions of fund balance which are legally segregated for a specific future use or 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 tesoutces fot specific purposes and are tentative management plans that are

subfect to change.
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GASB Statement 54 distinguishes fund balance classifications based on the relative strength of the consffaints that

control the purposes for which specified amounts can be spent. Beginning with the most testrictive consraints, fund

balance amounts will be, if applicable, teported in the following categories:

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

2) Restdcted fund balance - amounts that can be spent only for the specihc purposes stipulated by external
parties either constitutionally or through enabling legislation (e.g., gtants or donations).

3) Committed 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 refering to the formal action that
imposed the consffaint originally.

4) Assigned fund balance - amounts intendcdto be used by the govemment for specific pufposes. Intent can be
expressed by the City Council or by a designee to whom the goveming body delegates the authority. In
govemmental funds othet than the general fund, assigned fund balance represents the amount that is not
testricted or committed. This indicates that tesoutces in other governmental funds are, at a minimum, intended
to be used for the purpose of that fund.

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

\X4ren both restricted and unrestricted resources ate avallable for use, it is the City's policy to use restricted resources
first, then unrestricted resources as they are needed. At June 30, 2025 the City did not have any Committed Fund
Balance or Assigned Fund Balance. During the year ended June 30,2025, the City did not commit any fund balance
nor did they assign any fund balance.

Govemmental Activities Restricted Fund Balance is made up of SPLOST and TSPLOST Funds vrhich can only be used
for capital projects. AtJune 30,2025 the balance in Restricted Fund Balance for capital projects was $5,555,202.

IVet Position - Net Position represents the difference between assets and liabilities. Net inr.'estment 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 defertal amounts. Net Position are reported as testricted 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 teported as unrestricted. The City applies restricted
tesources hrst when an expense is incurred for purposes for which both testricted and unrestricted net position are
available.

1-E-9. Operating Revenues and Expenses
Operating revenues are those revenues that arc generated direcdy from the primrry activity of the proprietary funds.
For the City, these revenues ate charges for services for water and sewer. Operaung expenses are necessary costs
incurred to ptovide 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 ptoprietary 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 contr-ibutions of
resources resfticted to capital acquisition and construction.

1-E-11. fnteffund Actiuity
Exchange transactions between funds are reported as revenues in the seller funds and as expendirures/expenses in the
purchaser funds. Flows of cash or goods from one fund to another without a tequirement for repayment are reported
as interfund transfers. Interfund transfers are reported as other hnancing sources/uses in govetnmental funds and in
the after non-operating revenues/expenses sect-ion in proprietary funds. Repal,msnls from funds responsible for
particular expenditutes/expenses to the funds that initially paid for them are not presented on the Frnancial statements
(i.e., they ate netted). Ttaosfers between goverflmental and business-type activities on the government-wide Statement
of Activities ate 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.

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

IVote 2 - Stewardship, Compliance and Accountability

2-A. Budgetary Information -The City adopts an annual opemting budget for the General Fund and each special
revenue fund. A project budget is adopted fot each capital projects fund. The budget tesolution teflects the total of
each department's appropriation in each fund. The budgets are adopted on a basis consistent with GA\P. Budgets for
capital projects funds are adopted on a basis consistent with GAAP except the budget period is a project pedod rather
than an annual period. The legal level of budgetary control (the level at which expenditures nr2y n61 legallv exceed
appropriations) fot each adopted annual operating budget is genetally the depatment level within each rndividual fund.
Any change in total to a fund or departmental appropriation within a fund req ,it6s approval of the City Council. Dunng
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 ptesented to the City Council for review. The Council holds a public hearings and a frnal budget
must be prepared and adopted no later than December 31. The adopted budget is prepared by fund, function and

department. Transfers of apptopriations between departments require the approval of the City Council. Supplemental
budgetary appropriauons in funds were not considered material.
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I{ote 3 - Detailed lt{otes on All Funds

3-A. Deposits and fnvesdnents

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 poliry is to ensure that all deposits in excess of the FDIC limit for
governments be collaterahzedby the f,nancial institution with securities held by the financial institution in the City's

name. For custodial credit dsk purposes the deposits in banks are classified into thtee categories of credit risk: 1) cash

that is insured ot collateralized with securities held by the City ot by its agent in its name; 2) cash collateralized with
securities held by the pledging financial institution's trust department or agent ifl the City's name; and, 3) uncollateralized
bank accounts including any bank balance that is collateralized with securities held by the pledgrng institution's trust
department or agent but not in the City's name. AII 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, 2025, the Cigv had no
"investments" as defined by generally accepted accounting principles.

3-8. Receiuables
Receivables at June 30, 2025 consisted of taxes and accounts (billings fot user charges, including unbilled utility
receivables). Receivables and payables ate recorded in the City's financial statements to the extent that the amounts are
detetmined 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 30,2025 consist of the following:

Taxes

Accounts

Less Allowance for uncollectible

Net Receivable

Entemdse Total
$ fi 93,1,42

69,718 1.00,453

General
fi 93,1.42

30,735

$ 123-877 $ 69.718 $ 193.595

3-C. Excess of Expenditures Ovet Appropdations

The City did not have excess expenditures over budgeted amounts for the year endedJune 30,2025

3-D. Defrcit Fund l{et Position

The City had no deficit net position balances atJune 30,2025.
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3-E. Capital Assets

Capital asset activity for the year endedJune30,2025 was as follows:

City of Hephzibah, Georgia

Notes to the Basic Financial Statements

June 30, 2025

Beginning

Balance Increase Decrease

Ending

Balance

G overnmental Activities

Capital assets not being depreciated:

Land

Construction in Progress

Total capital assets, not being depreciated

Capital assets being depreciated:

Buildings and Improvements

Furniture, i\[achinery and Equipment

Total capital assets, being depreciated

Less accumulated depreciation for:

Butldrngs and Improvements

Fumiture, Machinery and Equipment

Total accumulated depreciation

Business-Tvoe Activities

Capital assets oot being depreciated:

Land

Total capital assets, rot being depreciated

Capital assets being depreciated:

Buildings and Improvements

Fumiture, Iv{achinery and Equipment

Water System

Total capital assets, being depreciated

Less accumulated depreciation for:

Buildings and Improvements

Furniture, lvlachinery and Equipment
'$7ater 

System

Total accumulated depreciation

ff 2,487,752 $ 1,274,671 $

250,193 (250,193)

2,737,945 7,274,671 (250,193) 3,762,423

$ 3,762,423

11,678,993

2,105,251.

2,711.,619

487,254

14,390,612

3,192,505

14,384,244 3,1.98,873 17,583,117

(2,2s8,sss)

(2,068,940)

(584,476)

(223,361)

(2,843,031)

(2,292,301)

(4,327,4es) (807,843) (s,13s,338)

Total capital assets being depreciated, net 70,056,749 2,391,030 72,447,779

Total govemmental activities capital assets, net $ 12,794,694 $ 3,66s,701 $ (2s0,193) $ 16,210,202

$ 1 1s,0s1 $ $ $ 1 15,051

115,051 115,051

90,015

755,1.26

6,109,037 24,648

90,015

755 t26

6,733,685

6,954,778 24,648 6,978,826

(88,366)

(688,s60)

Q,8s0,076)

(6,356)

(40,1e7)

(1.s6,761)

(94,722)

Q28,757)
(3,006,837)

(3,627,002) Q03,314) (3,830,316)

Total capital assets being depreciated, net 3,327,176 (1.78,666) 3,148,510

'fotal business-qpe activities capital assets, net $ 3,442,227
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City of Hephzibah, Georgia
Notes to the Basic Finuncial Statements

June 30, 2025

3-F. - Capital Assets - continued
Depreciation expense was charged to functions/progtams of the primary govemment as follows:

Govemmental Activities :

General Govemment
Public Safety
Public Works
Total Depreciation Expense

fi 279,956
248,722

279-165

$i07343

3-G. Employee Retirement Plan

Plan Description and Prcuisions - The City, as authorized by the Mayor and CitJ- Council, has established a defined
beneFrt pensioo plan, (the '?lan"), 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 othet membets of GMEBS for investment purposes. The City makes no investments on
behalf of the pension plan. Investment income from securities is allocated on a pto r^t^ basis. The Georgia Municipal
Association issues a publicly available ftnancid" report that includes financial statements and required supplementary
information for GMEBS. That report may be obtained at ualav.t{manet.com or by writing to Georgia Murucipal
Associadon, fusk Management and Employee Benefrt Services, 201. Pryor Street, NS7, Adanta, Geot5fa 30303 or by
calling (40 4) 688 -0 47 2.

Beneliits Prouided
The GMEBS Plan ptovides retirement, disability, and death benefits to plan members and beneficiaties. A11 Ciry
employees are eligible for participation in the plan aftet five months of employment. Vesting takes place after five years
of service. Normal retkement benefits are available to employees who retire at or after age 65 with hve yeats of service.
Eady retirement is available after age 55 with 10 years of service. Retirement benef,rts are based upon age, average
compensation and yeats of service. Benefit provisions are established under Public Retirement System Standards Larv
(Georgia Code Section 47-20-10). Employees are flot permitted to contribute to the Plan. The City contnbutes the
entire cost of the PIan, using the actuaial basis described in the annual valuation report

Contibutions
Employees are not permitted to contribute to the Plan. The City contributes the entire cost of the Plan, using the
acbtairal basis described in the annual valuation report. The plan is subject to minimum funding standards of the
GeorgiaPublicRetitementSystemsStandardsLaw. TheBoardofTrusteesofGMEBShasadoptedanacttaialfunding
poliry 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
contdbution rate. This rate is based on the estimated amount necessary to hnance the costs of beneltts earned by plan
membets dudng the yeat, with an additional amount to finance any unfunded accrued liability. For the year endedJune
30,2025, the City's recommended contributions of $43,437 was 6.340/o of expected payroll.
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City of Hephzibah, Georgia
Notes to the Basic Financial Statements

June 30, 2025

Plan Membership
As ofJanuary 1,2025, the current Plan membetship includes the following categories of participants:

Retirees and beneficiades currendy teceiving benefits
Terminated ves ted participants
Active vested participants
Active nonvested participants
Total membership in the Plan

Actuarial assumptions

The total pension liability in the Jantary l, 2025 acntaial valuation was determined using the following acuadal
assumptions, applied to all periods included in the measurement:

8

11,

10

-)q

Actuarial A ssumotions:
Net investment rate of retum
Projected salary increases
Cost of living adiustments
Inflation

Asset class:

Domestic equity
Intemational equity
Real estate
Global Frxed income
Domestic fixed income
Cash

7.37s%
2.2500h
N/A
2.250k

Mortality rates for the January 1, 2025 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.

'fhe mortality and economic actuaial assumptions usedin theJanuary 1,2025 valuation were based on the results of
an acruadal experience study for the periodJuly 1,2015 to June 30,201,9.

The long-term expected rate of retum on pension plan investments u/as determined using building-block method in
u,fiich 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 ptoduce the long-term
expected rate of retum by weighung 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 margln
for advetse 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 31,2024, ate summarized in the table below.

Target
Allocation

450h
20o/o

10o/o

5Yo

200/,

0o/o

1000h

Expected real
rate ofreturn

6.600h
7.03o/o

3.40o/o

3.7OYo

2.70o/o
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Cily of Hephzibah, Georgia
Notes lo lhe Bosic Finsncial Statements

June 30, 2025

Discount nte
The discount rate used to measure the total pension Iiability was 7.375o/r. The projection of cash flows used to determine
the discount rate assumed that plan member conftibutions will be made at the cuuent contdbution tate and that City
contributions will be made at tates equal to the difference between actuadally determined contribution rates and the
membet tate. Based on those assumptions, the pension plan's fiduci^ry 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 retum
on pension plan investments was applied to all of the projected benefit payments to determine the total pension liabiliry'.

Changes on the l,{et Pension Liability of the City

The changes in the components of the net pension liability of the City for the year endedJune 30, 2025,were as follows:

Total Pension

Liability

(^)

Plan Fiduciary

Net Position

&)

Net Pension

Liability

(")-@)

Balances at June 30, 2024

Changes for the year:

Service Cost

Interest

Difference between expected and actual experience

Changes of assumptions

Contribu tions - employer

Contdbutions-employee

Other

Net investment income/ poss)

Benefit payments

Adminis ttative expense

Net Changes

Balances at June 30, 2025

$1,228,113 $1,041,005 $187,109

15,473

89,389

32,717

(63,072)

245,827

(63,072)

Q,554)

(24s,827)

7,554

15,473

89,389

32,7L7

34,328 (34,328)

7 4,507 209,529 (t35,022)

fit,302,620 $1,250,534 $ 52,096

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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City of Hephzibah, Georgia
Notes to the Busic Financial Statements

June 30, 2025

Sensitiuity of the net pension liability to changes in the discount tate

The follov.r'ing presents the net pension liability of the City, calculated using the discount t^te of 7.375 petcent, as well
as what the City's net pension liability would be if it were calculated usrrg a discount rate that is 1 percentage-point
lower (6.375o/o) or 1, percentage point hrgher (8.375"/o) than the cutrent rate:

1olo Decrease
6.375Yo

Current
Discount rate

7.375"h
196 Increase

8.3750h

City's net pension liability (asset) $ 2r7.900 $ 52.086 $ 187-118)

Pension Expense and Defered Outllows ofResources and Defetted fnflows ofResources Related to Pensions

For the year endedJune 30, 2025 the City recognized pension expense of $42,917. AtJune 30,2025 the City reported
defered outflows of resources and deferted inflows of resources related to pensions from the following sources:

Deferred
Outflows of
Resources

fi 37,762

Deferred
Inflows of
Resources

$Differences between expected and actual experience
Changes in assumptions
Net difference betu/een projected and actual earnings

on pension plan investments

(94-466\

Total S 311(t2 S (94.+66)

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

Year Endino Iune 30
2026
2027
2028
2029

Amount
$ (4,953)

19,988
(37,661)
(34,078)

Changes on the I\Iet Pension Liability of the City

Actuarial valuations involve estimates of the value of reported amounts and assumptions about the ptobability of
events far into the futute, and acttaially determined amounts are subject to continual revision as results are compared
to past expectations and new estimates are made about the futute. Actuarial calculations reflect a long-term
perspective. Calculations are based on the substantive plan in effect as of Jantary 1,2025.

3-If. - fnterfund Balances and Transfers
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CiO of Hephzibah, Georgia
Notes to the Basic Financial Stotemenls

June 30,2025

On the fund financial statements, receivables and payables resulting ftom short-term interfund loans are classified as

"due to/from other funds." These amounts are eliminated in the governmental and business-tlpe activities columns of
the Statement of Net position, except for an,t, net residual amounts due between the aggegate governmental activities

and the aggregate business-type activities, which are reclassiFred and presented as internal balances. All due tof from
balances are expected to be repaidwithin one year. The composition of interfund balances atJune 30,2025 is as follows:

Receivable Fund
SPLOST Fund
Water Fund
General Fund

Pavable Fund
TSPLOST Fund
SPLOST Fund
Water Fund

Total
$ 82,867

$ 5,588

$ 535,757

Total

$ 2+,648

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

Transfers ate used to report tevenues from the fund that statute or budget requires to collect them to the fund that
statute or budget tequ ires to expend them and unrestricted revenues collected in the General Fund to finance various
pfograms accounted fot in other funds in accordance with budgetary atthoizaions; to segregate money for anticipated
capital projects; to provide additional resources for current operations or debt service; and, to retum money to the fund
from which it was originally provided once a project is completed. All transfets either occur on a regular basis or are
consistentwith the purpose of the fund making the transfer. Transfers for the year endedJune30,2025 were as follows:

Transfers From

SPLOST Fund

Transfers To

Water/Sewet Fund

IYote4-Otherhlotes

4-A. Risk Management

The City is exposed to various tisks of loss related to torts; theft of, damage to and destruction of assets; ertors and
om-issions; injuries to employees; and natural disasters. The City has joined together with other cities and couflties in
the state of Georgia as part of the Intedocal Risk Management Agency for propetty and liability insurance and the
Georgia Municipal Association of Workers' Compensation Self Insurance Fund, public entity risk pools curendy
operating as conunon risk management and insurance programs for member local govemments. The Georgia Municipal
Association is the administrator of both risk pools.

As patt of these risk pools, the City is obligated to pay all contdbutions and assessments as presctibed b1 the pools, to
cooperate wrth the pools' agents and attorneys, to follow loss reduction procedures established by the funds, and to
report as prompdy 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 reptesent
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 rnembet
governments' contracts and in accordance with the wotkers' 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.

-fhe City has not compiled a record of the claims paid up to the applicable deductible for the prior or cuffent fiscal year.
The City is not aware of any claims fot which the Ciry is liable fot (up to the applicable deductible) that were outstanding
and unpaid as of June 30,2025. No provision has been made in the financial statements fot the yeat ended June 30,
2025 for any estimate of potential unpaid claims.
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Notes to the Basic Finuncial Stqtements

June 30, 2025

4-8. Contingencies and Commitments

The City is 
^p^rqt 

to various legal proceedings which normally occur in governmental opetations. 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 matedal adverse effect on the financial condition of the City.

In the normal course of operations, the City receives grants from fedetal and state agencies. The grant programs are

subject to audit by the granting authorities, the purpose of which is to eosure compliance with conditions precedent to
the granting of funds. These audits, if any, could tesult in a request fot teimbursement to the grantor agency fot costs

disallowed undet terms of the grant. Based on prior experience, the City believes such disallowances, if any, will be

immaterial.

4-C. Joint Venturcs

The City is member, as required under Geo4la law, in conjunction with other cities and counties in the atea, of the
Central Savannah River Regfonal Commission (R.C) and as such is required to pay annual dues thereto. Membership in
an RC is requked by the Offrcial Code of Georgia Annotated (O.C.G.A.) Section 50-8-34 which provides for the
organizational structute of the RC in Georgia. The RC Board membership includes the chief elected ofFrcial of each
county and municipality of the area. O.C.G.A. Section 50-8-39.1 provides that the member govemments are liable for
any debts or obligations of an RC. Separate financial statements may be obtained from the:

Central Savannah fuver Regional Commission
P.O. Box 2800
Augusta, GA 3091+2800

4-D. Intemal Actiuity

It is the City's policy to eliminate or reclassift all internal activity and balances reported as interfund activity and
balances in the fund ftnancial statements in the govemment-wide Statement of Net position and Activities. These
eliminations occur first within the governmental activities column and within the business-type activities column and
then separately in the total primary govemment column.

29



REQUIRED SUPPLEMENTARY INFORMATION



CITY OF HEPHZIBAII. GEORGIA
REQUIRf,D SUPPLO]IIENTARY TNFORMATION

RETIREMENT PLAN

SCEEDULE OF CHANGES ON NET PENSION LIABILITY
AND R.ILATED RATIOS

FOR THE YEAR ENDED JUNf, 30, 2025

Year End Year Etrd Year End Year End Ycer End Yerr End Year Otrd Yeer f,nd Year End Year End Yerr End

2025 2024 2023 2022 2o2l 2020 2019 2018 2017 2016 2015

Totd pencion lirbility
Service Cost

I nterest

Changes of benefi t temvothq
Differences betwm expEted ud actud experim@

Change ofssumptions
tsenefi t payments. including refi:nds of employe contributions

Other

Net change in total pmsion liability

$ 15,473 $

89,389

12,7 t'|

(63,072)

13,981

85,598

13,085

(62,442)

16,097

82,002-

1.475-

(46,960)

15,5r6

71,719_

9,212-

(42,944)

t8.9"17

72,086_

28,881

(37,253)

$ 23,532 $

69.143

(34,182)

19,438

( r5,648)

25,379

70,592

(89,798)

(rs.64;)

72.085

13,510

(l8,s2r)

$ 19,526

56.106

37.711

(12,8S7)

(129-)

(32,896)

(42.1 91 )

(38.952)

$ 22,859

62.898

$ 21,538

52,89'7

$ 18,058

53.755

(4.'t7s)

74,507 50,222 58.614 s9,503 82.69t 62,883 (9.475) 102.829 80,446 41,410 (14,105)

Total pension liability - beginning

1-otal pension liability - ending

Plan fiducier! net pGitior
Contribution - employer

Net investmert income

Benefi t payments, including refunds of employe @ntributions
Administration expenre

Nct change in plan fiduciary net position

Plan fiduciary net position - beginning

Plan fiduciary net position - endiag

Net pension asset (lirbility) - eilding

Plan fiduciary net position o a percentage oftotal pension liability

Covered-employee payroll

Net position asset (liebility) as a per@ntage of
covered-employee payroll

Schedule of City Contributions:

Actuaially detemined mntributions

Contributions in relation to the actudially

detemined contribution

Contibution defi ciency (excess) ____':_ _____(?.!2 _____2.8e2_

City's covered - employee payroll 'r 530,886 477,371 570,967 554,083

Contributions as a percentage ofcovered-employee palroll *r 6.88% 6.6Ayo 6.64yo 7.75yo

*+ - 2025 infomation wilt be detemined afta the fiscal yeil end ild will be included
in the 2026 valution report (excerp from the Jmuary l, 2025 Acturial Valution Report)

Hisaficd informnion pin to lhe ihpleruntolion ol GASB 6E is not rcquired.

t,228,1\3 1.t77,891 1,tt9,27'7 t,059,774 97'1,083 9t4,200 923,675 820,846 740,400 698.990 711,095

_Jl .62o_ _)228!_!)_ ),lJl_!el_ ))J2271_ )!2lZ_ _-_e7l_.083_____2-11!99_ ___e23_.67:_ _339.91!_ __140.400_ __!:g::9_

34,328 34,498 39,425 39,386 46,983 58,409 54,624 46.t'73 45,088 50,230 5l.7el
245,827 t27,519 (187,415) 226,878 82,752 25,854 69,961 89,314 58.500 5.232 50,9t3
(63.072) (62,442) (46.960) (42.e44) (37,2s3) (15,648) (15,648) (18,523) (32,897) (32,8e6) (r8.es2)

(7,5s4) (8,322) (8,432) (8,542) (8,346) (8,2s6) (e,002) (e,84e) (s,662) (6,378) (5.17r)

209,529 91,253 (203,402) 214,778 84,116 60,359 99,935 107,1 15 65,029 16,188 58.581

1,041,005 949,752 1,153,t54 918.376 854,240 793,88t 693,946 586,81t 521,802 505.614 {47.011

__!z:Uil_ __tE!99:_ ___24eL2_ )Lll,,]:3____21q99_ _$!19_ ___19$!.1_ ___i2tl1!_ ___I!.qLL ___:..1,q92_ ___t05!.U_

-$_(iz 
gl -u19L19E _qz2gJ]:I _!_-t:,gl_ _!.lt4p!I _!l!2?,!1ll _-$lt?9J.1-2I _!_!22et2L _!311pEI _!l?-l!12!I _il19]J.z9l

.ory/o 84.76v. AO.63vo t07.O3vo Aa.s4o/o 87.430/o a6.84r/o 75.130/0 11.4*/0 703Ayo 72.33yo

677,3t6 530,886 471,371 570.967 554,083 62A,824 650,401 661,t92 607,470 569,183 560,456

7.6y/o 35.246/0 47.7q/o -5.93vo 2t.gto/o t954yo l$.sff/o 34.740/0 38.s20/o 38.41yo 34.5U/r

,* 31.612 34,793 37,tE8 42,966 48,322 61,772 52.241 44,150 45.401

r' 36,51 r 11,894 17,E88 42,966 4a322 6t,172 47.933 4r.618

628,824

7.68vo

661. I 92

7 900/0

650,401

9 500/o

____l:Jg]I ___lJ!l_

607,470 569.183 560.156

'I 270/0 7 98on
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Iiinrlins 2O25-l:

Effect:

Recommendat-ions:

Vies's of Resoonsible
()ftrcials and Planned

Corrective Actions:

City of l{ephzibah, Georgia
Schedule ofFindings and Responses

June 30,2025

Because of a lirnited number of available personnel, it is not always possible to adequately segregate certain

incompatible duties, sr> that no one employee has access to both physical assets and the related acc()unting records,

or to all phase s of a transaction. Consequently, the possibility exists that unintentional or intentional elrors ()r

irregularities could exist and not be promptly detected.

Failure to propedy segregate duties or implement c()mpensating 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 perti>rming their
assigned functions

Because of limited resources and personnel, management may n()t be able to propedy address this hnding, but
checks and balances should be streogthened between the Accounting Department, City Nfanager , XIayor and Ciq'
Council to offset this defrciency.

We will continue to reviev/ our operati<>ns to determine the most efficient and effective solution to properh
segregate duties.

During the course of the audit it was noted that the TSPLOST Fund had a interfund baiance 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 financiallv possible.

The City should transfer funds from the TSPL()ST Fund to the SPLOST Fund as soon as possible.

We concur and vrill transfer the funds from the TSPLOST Fund to the SPLOST Fund as s()ofl as possible.

Findrns 2025-2:

Recommendations:

Vicws oI Resnonsible
( )fficials and Planned
Corrective -\ctions:
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REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND
COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT

OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH
GOVERNMENT A UDITING S TANDARD S

oMorris & Watersr
ON

Indenendent Auditor's Reoort

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 fmancial audits contain ed ln Couemment Auditing Standards issued by the Comptroller General of the United States,
the financial statements of the governmental activities, the business-type activities and each maior fund of the Ciry* of Hephzibah,
Gcorgia ("the City") as of and for the year ended June 30, 2025, 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 26,2025.

lntt'mal Control over Financial Reoorr-ing

In planning and performing our audit of the Frnancial statements, we considered the City's intemal control over Frnancial

rcporting to determine the audit procedures that are apptopriate in the cilcumstances for the purpose of expressing our opinions
on the financial statements, but not for the pu{pose of expressing an opinion on the effectiveness of the City''s internal control.
,\ccordingly, we do not express an opinion on the effectiveness of the Ciq"s intemal control

A dtfcienry 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 t-imely basrs.

A, mateia/ weakness is a deFrciency, or a combination of deficiencies, in internal contol such that there is a reasonable possibilin'
that a material misstatemeot of the entity's financial statements will not be prevented, or detected and corrected on a timelY
basis. A signfimnt def cienry is a deficiency or a combination of deficiencies in internal contol that is less severe than a material
weakness, yet important enough to merit attention by those charged with governance. !7e consider tie deficiencies described
in the accompanying schedule of frndings and responses, as item 2025-1 to be a material weakness and item 2025-2 to be

signiltcant deficiencies.

Our consideration of internal control was for the limited pufpose described in the first parugraph of this secdon and
was not designed to identi4, all deficiencies in internal cohtrol that might be material weaknesses or signihcant deficiencies and

therefore, material weaknesses ot significant deFrciencies may exist that were not identified.

N{orris & Waters
Certified Public Accountants
325 Tellico Rd.
Canton, GA 301 15
Ph (770)-883-3516
Fx (770!,407-8532
www. morris-waters. com

32



C.mnlrancc arrd Other Matters

As part of obtaining reasonable assurance about whether the City's hnancial statements are free of material
misstatement, we petformed 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 ftnancial statement amounts.
Howevet, providing an opinion on compliance with those provisions was not an objective of out audit and, accordingly, we do
not exptess such an opinion. The results of our tests disclosed no instances of noncompliance or other matters that are required
to be reported under Couernment Auditing Standards.

Cin of l{eohzibah's Resoonse to Findino

I'he City's responses to the findings identifred 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.

Ptrmose oI this Reoort

The purpose of this report is solely to describe the scope of our testing of intemal conrol 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 pat of an audit performed in accordance with Gouernment Auditing Stan&trlr in consideting the entity's intemal control
and cornpliance. Accordingly, thrs communication is not suitable for any other purpose.

Ntorns & Waters

Vto*/W
Canton, Georgia
December 26,2025
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CITY OF HEPHZIBAH. GEORGIA
SCIIEDULE OF SPECIAL PURPOSE LOCAL OPTION SALES TAX PROJECTS

FOR THE YEAR ENDED JUNE 30, 2025

Original

Estimated

Cost Cost

SPLOST VI $_, 4,14,000 q__{121,0o0

Water and Sewer System Improvements
City Cemetary Expansion
Public Safety Facilities, Equipmenl and Vehicles

Adjusted

Estimated

Cost

Prior
Years

1,891,586

235,048

1,487,733

$___],61!467

Current
Year

Total To

Date

Estimated

Perc€ntage

Completion

Expenditures

of

93"/"

24,Aa
1,540

476,856

$ ___qp!4

1,916,234

236.588

|,964,589

$___u]_zl_l_L

Original
Estimated

Cost

Adjusted
Estimrted

Cost
Prior
Years

Current
Year

Total To
Date

Estimated
Percentage

of
Completion

Expenditures

Cost

SPI-OST VITI

Town Center with City Hall
Public Safety Equipment and Vehicles
Public Safety Training Center
Parks and Rtrreation
Cemetery Expansion
Road and Street Improvements
Utility Vehicles and Equipment
Water and Sewer System Improvements

Cost

q___zdag{gq $ tEggpqq 51.1,

1,274,671 t,274,671
2s0,1932s0.1 93

2,46t,426 2,461,426

s0Jsl 50,351

$ 30o,s44 $ 3,736,0e7 $___lp]!,6q

Expenditurm
Prior
Years

Current
Year

Total To
Date

I'SPI,OST

Transportation Improvements 878,441

$_____!zryq

94,839

$______21,812

973,28O

$ __2E2qq


