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INDEPENDENT AUDITOR’S REPORT

Honorable Mayor and Members of City Council
City of Lincolnton
Lincolnton, Georgia

Report on the Audit of the Financial Statements
Opinions

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, each major fund, and the aggregate remaining fund information of the City of Lincolnton,
Georgia as of and for the year ended December 31, 2022, and the related notes to the financial
statements, which collectively comprise the City of Lincolnton, Georgia’s basic financial statements as
listed in the table of contents.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, business-type activities, each major fund, and
the aggregate remaining fund information of the City of Lincolnton, Georgia as of December 31, 2022,
and the respective changes in financial position and, where applicable, cash flows thereof and the
respective budgetary comparison for the General Fund for the year then ended in conformity with
accounting principles generally accepted in the United States of America.

Basis for Opinions

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

Emphasis of Matter

As discussed in Note 16 to the financial statements, the City implemented Governmental Accounting
Standards Board Statement No. 87, Leases, as of January 1, 2022. This standard significantly changed
the accounting for the City’s lease activities. Our opinion is not modified with respect to this matter.

Responsibilities of Management for the Financial Statements

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



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

Auditor’s Responsibilities for the Audit of the Financial Statements

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

Our responsibility is to express opinions on these financial statements based on our audit. An audit
involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditor's judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the entity’s
preparation and fair presentation of the financial statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of
the entity’s internal control. Accordingly, we express no such opinion. An audit also includes evaluating
the appropriateness of accounting policies used and the reasonableness of significant accounting
estimates made by management, as well as evaluating the overall presentation of the financial
statements.

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

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

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

e Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the City of Lincolnton, Georgia’s internal control. Accordingly, no
such opinion is expressed.

o 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.

e Conclude whether, in our judgment, there are conditions or events, considered in the aggregate,
that raise substantial doubt about the City of Lincolnton, Georgia’s ability to continue as a going
concern for a reasonable period of time.

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



Required Supplementary Information

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

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

Supplementary Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the City of Lincolnton, Georgia’s basic financial statements. The Schedule of Revenues,
Expenditures, and Changes in Fund Balance - Budget (Budgetary Basis) and Actual - General Fund by
Object, the combining and individual nonmajor governmental fund financial statements, Schedule of
Special Purpose Local Option Sales Tax, and the Schedule of Water Sewer Utility Fund Activities are
presented for purposes of additional analysis and are not a required part of the basic financial statements.
Such information 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. The 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 underlying
accounting and other records used to prepare the 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 Revenues, Expenditures, and Changes in
Fund Balance - Budget (Budgetary Basis) and Actual - General Fund by Object, the combining and
individual nonmajor governmental fund financial statements, Schedule of Special Purpose Local Option
Sales Tax, and the Schedule of Water Sewer Utility Fund Activities are fairly stated, in all material
respects, in relation to the basic financial statements taken as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated December 1,
2023 on our consideration of the City of Lincolnton, Georgia’s internal control over financial reporting and
on our tests of its compliance with certain provisions of laws, regulations, contracts, and grant
agreements and other matters. The purpose of that report is solely to describe the scope of our testing of
internal control over financial reporting and compliance and the results of that testing, and not to provide
an opinion on the effectiveness of the City of Lincolnton, Georgia’s internal control over financial reporting
or on compliance. That report is an integral part of an audit performed in accordance with Government
Auditing Standards in considering the City of Lincolnton, Georgia’s internal control over financial reporting
and compliance.

Thomson, Georgia
December 1, 2023



[This page intentionally left blank.]



BASIC FINANCIAL STATEMENTS



CITY OF LINCOLNTON, GEORGIA
STATEMENT OF NET POSITION

ASSETS
Cash and cash equivalents
Restricted cash and cash equivalents
Receivables
Taxes-net
Accounts-net
Interest
Intergovernmental
Internal balances
Capital assets net of accumulated depreciation
Land
Buildings and improvements
Machinery and equipment
Infrastructure
Right of use asset
Construction in progress

Total assets

DEFERRED OUTFLOWS OF RESOURCES
Deferred outflows related to pension plan

LIABILITIES
Accounts payable
Accrued liabilities
Customer deposits
Intergovermental
Accrued interest payable
Unearned revenue
Noncurrent liabilities
Due within one year
Due in more than one year
Net pension liability

Total liabilities

DEFERRED INFLOWS OF RESOURCES
Deferred inflows related to pension plan

NET POSITION
Net investment in capital assets
Restricted for:
Public works
Debt service
Unrestricted

Total net position

DECEMBER 31, 2022

Primary Government

Governmental Business-type
Activities Activities Total

$ 1,017,038 $ 68,405 $ 1,085,443
- 832,287 832,287
36,463 - 36,463
- 183,972 183,972
23 - 23
81,313 29,703 111,016

217,294 (217,294) -
158,526 105,454 263,980
313,847 13,556 327,403
188,997 13,570,635 13,759,632
1,756,130 - 1,756,130
9,992 - 9,992
- 675,798 675,798
3,779,623 15,262,516 19,042,139
54,116 35,697 89,813
11,212 35,243 46,455
10,160 8,105 18,265
- 69,625 69,625
1,344 - 1,344
- 5,581 5,581
- 475,102 475,102
21,265 235,249 256,514
48,015 6,037,185 6,085,200
78,449 42,385 120,834
170,445 6,908,475 7,078,920
35,995 27,628 63,623
2,358,212 8,093,009 10,451,221
887,012 53,733 940,745
- 303,452 303,452
382,075 (88,084) 293,991
$ 3,627,299 $ 8,362,110 $ 11,989,409

The notes to the financial statements are an integral part of this statement.
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CITY OF LINCOLNTON, GEORGIA
STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED DECEMBER 31, 2022

Program Revenues

Net Revenue (Expenses) and Changes in Net Position

Primary Government

Operating Capital
Charges for Grants and Grants and Governmental Business-type
Functions/Programs Expenses Services Contributions Contributions Activities Activities Total
Primary government:
Governmental activities:

General government $ 406,519 $ - $ - $ 57,540 $ (348,979) $ - $ (348,979)

Judicial 6,526 55,440 - - 48,914 - 48,914

Public safety 568,590 4,850 - - (563,740) - (563,740)

Public works 337,365 212,349 - 167,557 42,541 - 42,541

Housing and development 22,988 11,625 - - (11,363) - (11,363)

Community services 5,744 7,150 - - 1,406 - 1,406
Total governmental activities 1,347,732 291,414 - 225,097 (831,221) - (831,221)

Business-type activities:

Water Sewer Utility Fund 1,352,256 1,321,898 - 328,932 - 298,574 298,574
Total business-type activities 1,352,256 1,321,898 - 328,932 - 298,574 298,574
Total primary government $ 2,699,988 $ 1,613,312 $ - $ 554,029 (831,221) 298,574 (5632,647)

General revenues
Property taxes 289,824 - 289,824
Motor vehicle title advalorem taxes 57,343 - 57,343
Mobile home taxes 1,392 - 1,392
Payment in lieu of taxes 2,617 - 2,617
Sales taxes 275,513 - 275,513
Franchise taxes 100,251 - 100,251
Insurance premium taxes 119,718 - 119,718
Hotel Motel taxes 16,371 - 16,371
Alcoholic beverage taxes 36,651 - 36,651
Occupation taxes 13,849 - 13,849
Intangible taxes 3,489 - 3,489
Transfer taxes 1,143 - 1,143
Interest income 158 1,017 1,175
Insurance claims 7,360 3,064 10,424
Other revenues 4,450 - 4,450
Transfers (109,874) 109,874 -
Total general revenues and transfers 820,255 113,955 934,210
Change in net position (10,966) 412,529 401,563
Net position, beginning of year, as orginally reported 3,638,489 7,949,581 11,588,070
Implementation effect ot GASB Statement No. 87 (224) - (224)
Net position, beginning of year, as restated 3,638,265 7,949,581 11,587,846
Net position, end of year $ 3,627,299 $ 8,362,110 $ 11,989,409

The notes to the financial statements are an integral part of this statement.
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ASSETS
Cash and cash equivalents
Receivables (net of allowance
for uncollectibles)

Taxes

Interest
Intergovernmental receivables
Interfund receivables

Total assets

LIABILITIES

Accounts payable

Accrued liabilities
Intergovernmental payables

Total liabilities

DEFERRED INFLOWS OF RESOURCES
Unavailable revenue-property taxes

Total deferred inflows of resources
FUND BALANCES
Restricted for:
Public works
Unassigned

Total fund balances

Total liabilities, deferred inflows of
resources, and fund balances

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

CITY OF LINCOLNTON, GEORGIA

BALANCE SHEET
GOVERNMENTAL FUNDS
DECEMBER 31, 2022
Other Total
General SPLOST Governmental Governmental
Fund Fund Funds Funds
$ 193,822 740,667 $ 82,549 $ 1,017,038
36,463 - - 36,463
23 - - 23
26,308 14,094 6,110 46,512
193,018 24,276 - 217,294
$ 449,634 779,037 $ 88,659 $ 1,317,330
$ 11,212 - $ - $ 11,212
10,154 - 6 10,160
1,344 - - 1,344
22,710 - 6 22,716
24,131 - - 24,131
24,131 - - 24,131
- 779,037 88,659 867,696
402,793 - (6) 402,787
402,793 779,037 88,653 1,270,483
$ 449,634 779,037 $ 88,659 $ 1,317,330
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CITY OF LINCOLNTON, GEORGIA
RECONCILIATION OF TOTAL GOVERNMENTAL FUND BALANCES TO
NET POSITION OF GOVERNMENTAL ACTIVITIES
DECEMBER 31, 2022

Total fund balances - governmental funds $ 1,270,483

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

Capital assets used in governmental activities are not financial resources and, therefore,
are not reported in the funds. These assets consist of:

Land 158,526
Building and improvements 1,028,769
Machinery and equipment 838,987
Infrastructure 3,415,645
Right of use asset 15,373
Accumulated depreciation (3,029,808)
Total capital assets - governmental activities 2,427,492

Some revenues will be collected after year end but are not available soon enough to pay
for the current period's expenditures and, therefore, are unavialable in the funds. These
revenues consist of:

Intergovernmental receivables 34,801
Property taxes 24,131
Total unavailable revenues 58,932

Deferred outflows of resources are not current assets or financial resources and,
therefore, are not reported in the funds. Deferred outflows of resources consist of:
Deferred outflows related to pension plan 54,116

Some liabilities are not due and payable in the current period and, therefore, are not
reported in the funds. These liabilities consist of:

Long-term debt (69,280)
Net pension liability (78,449)
Total liabilities (147,729)

Deferred inflows of resources are not due and payable in the current period and,
therefore, are not reported in the funds. Deferred inflows of resources consist of:
Deferred inflows related to pension plan (35,995)

Net position of governmental activities $ 3,627,299

The notes to the financial statements are an integral part of this statement.
9



REVENUES

Taxes

Licenses and permits
Intergovernmental
Charges for services
Fines and forfeitures
Interest income
Rents

Other

Total revenues

EXPENDITURES
Current
General government
Judicial
Public safety
Public works
Community services
Housing and development
Debt service
Principal
Interest
Capital outlay
Public works

Total expenditures

Excess (deficiency) of revenues
over (under) expenditures

OTHER FINANCING SOURCES (USES)
Issuance of long-term debt
Insurance claims
Transfers in
Transfers out
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.

CITY OF LINCOLNTON, GEORGIA
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES
GOVERNMENTAL FUNDS
FOR THE YEAR ENDED DECEMBER 31, 2022

Other Total
General SPLOST Governmental Governmental
Fund Fund Funds Funds

$ 815,422 $ - $ 81,497 $ 896,919
30,325 - - 30,325
60,156 166,564 - 226,720
212,348 - - 212,348
55,441 - - 55,441
133 335 25 493
7,150 - - 7,150
4,449 - - 4,449
1,185,424 166,899 81,522 1,433,845
274,457 - - 274,457
6,526 - - 6,526
578,320 - - 578,320
358,954 - 5,432 364,386
5,744 - - 5,744
16,363 - 6,625 22,988
13,553 - - 13,553
1,203 - - 1,203
- 17,973 57,260 75,233
1,255,120 17,973 69,317 1,342,410
(69,696) 148,926 12,205 91,435
51,540 - - 51,540
7,360 - - 7,360
31,662 - - 31,662

- (131,783) (9,753) (141,536)

90,562 (131,783) (9,753) (50,974)
20,866 17,143 2,452 40,461
381,927 761,894 86,201 1,230,022
$ 402,793 $ 779,037 $ 88,653 $ 1,270,483
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CITY OF LINCOLNTON, GEORGIA
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES, AND
CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS TO
THE STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED DECEMBER 31, 2022

Net change in fund balances - total governmental funds $ 40,461
Amounts reported for governmental activities in the Statement of Activities are different because:
Capital outlay are reported as expenditures in governmental funds. However, in the Statement

of Activities, the cost of capital assets is allocated over their estimated useful lives as
depreciation expense. For the current year, these amounts were:

Capital outlay 189,556
Depreciation expense (209,693)
Excess of depreciation expense over capital outlay (20,137)

Revenues in the Statement of Activities that do not provide current financial resources
are not reported as revenues in the funds. Changes in these amounts are as follows:

Intergovernmental receivables increased by this amount in 2022 1,939
Unearned property tax revenues increased by this amount in 2022 3,496
Net change in revenues not providing current financial resources 5,435

The issuance of long-term debt (e.g., notes payable, leases) provides current financial
resources to governmental funds, while the repayment of the principal of long-term debt
consumes the current financial resources of governmental funds. Neither transaction,
however, has any effect on net position. Transactions related to long-term debt during
the year were as follows:

Issuance of long-term debt (51,540)
Principal payments on long-term debt 16,446
Net increase in long-term debt (35,094)

Some expense reported in the Statement of Activities do not require the use of current financial
resources and, therefore, are not reported as expenditures in the governmental funds.
Net pension liability, deferred inflows and outflows related to pension

increased by this amount in 2022 (1,631)
Net change in expenses not requiring the use of current financial resources (1,631)
Change in net position of governmental activities $ (10,966)

The notes to the financial statements are an integral part of this statement.
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CITY OF LINCOLNTON, GEORGIA
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE-

BUDGET (BUDGETARY BASIS) AND ACTUAL

FOR THE YEAR ENDED DECEMBER 31, 2022

REVENUES

Taxes

Licenses and permits
Intergovernmental
Charges for services

Fines and forfeitures

Use of money and property
Other

Total revenues

EXPENDITURES

Current
General government
Judicial
Public safety
Public works
Community services
Housing and development

Total expenditures

Excess (deficiency) of revenues
over (under) expenditures

OTHER FINANCING SOURCES (USES)
Issuance of long-term debt

Transfers in

Transfers out

Total other financing sources (uses)

Change in fund balance

RECONCILIATION TO GAAP BASIS
To record effect of changes in receivables
and other assets and payables and
other liabilities
Receivables and other assets
Payables and other liabilities

Total reconciliation to GAAP basis
Fund balance, beginning of year

Fund balance, end of year

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

GENERAL FUND

Budgetary Basis Variance With
Original Amended and Final Budget
Budget Final Budget Actual Over (Under)
768,664 $ 901,167 $ 881,252 $ (19,915)
14,330 16,475 16,475 -
25,898 57,538 57,538 -
265,000 268,811 268,811 -
49,631 55,441 55,441 -
5,765 7,203 7,279 76
22,462 28,479 31,070 2,591
1,151,750 1,335,114 1,317,866 (17,248)
323,043 426,090 305,312 (120,778)
7,603 6,526 6,526 -
544,946 613,305 616,069 2,764
311,965 390,449 389,459 (990)
9,377 7,079 7,395 316
14,485 16,386 14,690 (1,696)
1,211,419 1,459,835 1,339,451 (120,384)
(59,669) (124,721) (21,585) 103,136
- 51,485 51,540 55
59,669 73,236 84,337 11,101
- - (280,637) (280,637)
59,669 124,721 (144,760) (269,481)
- $ - (166,345)  $ (166,345)
(104,925)
292,136
187,211
381,927
$ 402,793
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CITY OF LINCOLNTON, GEORGIA
STATEMENT OF FUND NET POSITION
PROPRIETARY FUNDS
DECEMBER 31, 2022

ASSETS

Current assets
Cash and cash equivalents
Restricted cash and cash equivalents
Accounts receivable-net
Intergovernmental receivables

Total current assets

Noncurrent assets
Capital assets
Land
Buildings and improvements
Machinery and equipment
Construction in progress
Less accumulated depreciation

Total capital assets (net of accumulated depreciation)
Total noncurrent assets
Total assets

DEFERRED OUTFLOWS OF RESOURCES
Deferred outflows related to pension plan

LIABILITIES
Current liabilities
Accounts payable
Accrued liabilities
Customer deposits
Interfund payables
Current portion of notes payable
Unearned revenue
Current liabilities payable from restricted assets
Accrued interest payable
Current portion of revenue bonds payable

Total current liabilities

Noncurrent liabilities
Notes payable
Revenue bonds payable
Construction loan advance
Net pension liability

Total noncurrent liabilities
Total liabilities

DEFERRED INFLOWS OF RESOURCES
Deferred inflows related to pension plan

NET POSITION

Net investment in capital assets
Restricted for public works
Restricted for debt service
Unrestricted

Total net position

Business-type
Activities-

Enterprise Fund

Water Sewer

Utility Fund

$ 68,405
832,287
183,972

29,703

1,114,367

105,454
40,135
19,499,073
675,798

(5,955,017)
14,365,443
14,365,443

15,479,810

35,697

35,243
8,105
69,625
217,294
20,500
475,102

5,581
214,749

1,046,199

105,917
5,255,470
675,798
42,385

6,079,570

7,125,769

27,628

8,093,009
53,733
303,452

(88,084)

S 5362110

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



CITY OF LINCOLNTON, GEORGIA

STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN FUND NET POSITION

PROPRIETARY FUNDS
FOR THE YEAR ENDED DECEMBER 31, 2022

OPERATING REVENUES
Charges for services
Penalties

Total operating revenues

OPERATING EXPENSES
Personnel services and benefits
Professional and technical services
Repairs and maintenance
Other purchased services
Supplies
Depreciation

Total operating expenses
Operating income (loss)
NON-OPERATING REVENUES (EXPENSES)
Intergovernmental
Interest income
Insurance claim
Interest expense
Total non-operating revenues (expenses)
Income before transfers in and out
TRANSFERS IN (OUT)
Transfers in
Transfers out
Transfer in (out)-net
Change in net position

Net position, beginning of year

Net position, end of year

Business-type
Activities-

Enterprise Fund

Water Sewer

Utility Fund

$ 1,298,170
23,728

1,321,898

320,194
61,668
68,628

251,618

108,656

386,931

1,197,695

124,203

328,932
1,017
3,064

(154,561)

178,452

302,655

131,783

(21,909)

109,874

412,529

7,949,581

S 8seatio

The notes to the financial statements are an integral part of this statement.
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CITY OF LINCOLNTON, GEORGIA
STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS
FOR THE YEAR ENDED DECEMBER 31, 2022

Business-type
Activities-
Enterprise Fund
Water Sewer

Utility Fund
CASH FLOWS FROM OPERATING ACTIVITIES
Receipts from customers and users $ 1,235,208
Payments to suppliers and others (477,722)
Payments to employees (319,027)
Net cash provided by operating activities 438,459
CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES
Transfers to other funds (21,909)
Net cash used by noncapital financing activities (21,909)
CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES
Proceeds from insurance claim 3,064
Proceeds from capital grants 523,397
Transfers form other funds 280,637
Purchase and construction of capital assets (372,205)
Principal payments on long-term debt (229,156)
Interest paid (153,897)
Net cash provided by capital and related financiang activities 51,840
CASH FLOWS FROM INVESTING ACTIVITIES
Interest received 1,017
Net cash provided by investing activities 1,017
Net increase in cash and cash equivalents 469,407
Cash and cash equivalents, beginning of year 431,285
Cash and cash equivalents, end of year $ 900,692
CASH PER STATEMENT OF NET POSITION
Cash and cash equivalents $ 68,405
Restricted cash and cash equivalents 832,287

$ 900,692

The notes to the financial statements are an integral part of this statement.
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CITY OF LINCOLNTON, GEORGIA
STATEMENT OF CASH FLOWS (CONTINUED)
PROPRIETARY FUNDS
FOR THE YEAR ENDED DECEMBER 31, 2022

Business-type
Activities-
Enterprise Fund
Water Sewer

Utility Fund
RECONCILIATION OF OPERATING INCOME (LOSS) TO NET CASH
PROVIDED BY OPERATING ACTIVITIES
Operating income (loss) $ 124,203
Adjustments to reconcile operating income (loss) to net cash
provided by operating activities
Depreciation 386,931
Other pension related charges 1,167
(Increase) decrease in current assets
Accounts receivable (44,631)
Prepaid items 7,978
Intergovernmental receivables (13,304)
Increase (decrease) in current liabilities
Accounts payable 3,177
Accrued liabilities 1,693
Customer deposits 3,440
Intergovernmental payables -
Interfund payables (32,195)
Total adjustments 314,256
Net cash provided by operating activities $ 438,459

The notes to the financial statements are integral part of this statement.
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CITY OF LINCOLNTON, GEORGIA
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2022

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
A. Introduction

The financial statements of the City of Lincolnton, Georgia (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 Board (GASB) is the accepted standards
setting body for establishing governmental accounting and financial reporting principles.

The accompanying summary of the City’s more significant accounting policies is presented to assist the
reader in interpreting the financial statements and other data in this report.

B. The Financial Reporting Entity

The City was incorporated on December 19, 1817 and is governed by a Mayor and five Council
members. The City provides the following services: judicial, public safety, public works, housing and
development, community services, water and sewer utility, and general and administrative services.

As required by generally accepted accounting principles, these financial statements present the City (the
primary government), its component units, and other organizations. A component unit is a legally
separate organization for which the City is financially accountable. The City is deemed to be financially
accountable for an organization if the City appoints a voting majority of the organization’s board and
either it is able to impose its will on that organization or there is a potential for the organization to provide
specific financial benefits to, or to impose specific financial burdens on, the primary government. A
primary government may also be financially accountable for governmental organizations that are fiscally
dependent on it.

The City was not financially accountable for, nor did the City exercise significant influence over any other
organizations. Accordingly, there are no component units included in the financial statements for the year
ended December 31, 2022.

C. Basic Financial Statements
The basic financial statements consist of the following:

Government-wide financial statements
Fund financial statements
Notes to the basic financial statements

Government-wide financial statements - The Statement of Net Position and the Statement of Activities
report information on all of the nonfiduciary activities of the primary government and its component units.
Eliminations have been made to minimize the double counting of internal activities. These statements
distinguish between the governmental and business-type activities of the City. Governmental activities
generally are financed through taxes, intergovernmental revenues, and other non-exchange transactions.
Business-type activities are financed in whole or in part by fees charged to external parties.

The Statement of Activities presents a comparison between direct expenses and program revenues for
the different business-type activities of the City and for each function of the City’s governmental activities.
Direct expenses are those that are specifically associated with the program or function of the City’s
governmental activities. Indirect expense allocations that have been made in the funds have been
reversed for the Statement of Activities. Program revenues include (a) fees and charges paid by the
recipients of goods or services offered by the programs and (b) grants and contributions that are
restricted to meeting the operational or capital requirements of a particular program. Revenues that are
not classified as program revenues, including all taxes, are presented as general revenues.

(Continued)
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CITY OF LINCOLNTON, GEORGIA
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2022

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Fund financial statements - The fund financial statements provide information about the City’s funds.
Separate statements for each fund category, governmental and proprietary, are presented. The emphasis
of fund financial statements is on major governmental and enterprise funds, each displayed in a separate
column. All remaining governmental and enterprise funds are aggregated and reported as nonmajor
funds.

D. Measurement Focus, Basis of Accounting, and Financial Statement Presentation

The government-wide financial statements are reported using the economic resources measurement
focus and the accrual basis of accounting, as are the proprietary fund financial statements. Revenues are
recorded when earned and expenses are recorded when a liability is incurred, regardless of the timing of
related cash flows. Property taxes are recognized as revenues in the year for which they are levied.
Grants and similar items are recognized as revenue as soon as all eligibility requirements have been met.

Governmental fund financial statements are reported using the current financial resources measurement
focus and the modified accrual basis of accounting. Under the modified accrual basis of accounting,
revenues are recognized when susceptible to accrual (i.e., when they are “measurable and available”).
“‘Measurable” means the amount of the transaction can be determined and “available” means collectible
within the current period or soon enough thereafter to pay liabilities of the current period. The City
considers all revenues, except property taxes, available if they are collected within 30 days after year-
end. Property taxes collected within 60 days after year-end are considered available. Expenditures are
recorded when the related fund liability is incurred, except for unmatured interest on general long-term
debt which is recognized when due, and certain compensated absences and claims and judgments which
are recognized when the obligations are expected to be liquidated with expendable available financial
resources.

Property taxes, franchise taxes, licenses, interest and special assessments are susceptible to accrual.
Sales taxes collected and held by the State at year-end on behalf of the City are also recognized as
revenue. Other receipts and taxes become measurable and available when cash is received by the City
and are recognized as revenue at that time. Entitlements and shared revenues are recorded at the time of
receipt or earlier if the susceptible to accrual criteria is met. Expenditure-driven grants are recognized as
revenue when the qualifying expenditures have been incurred and all other grant requirements have been
met.

When 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.

The accounts of the City are organized on the basis of funds. A fund is an independent fiscal and
accounting entity with a self-balancing set of accounts. Fund accounting segregates funds according to
their intended purpose and is used to aid management in demonstrating compliance with financial-related
legal and contractual provisions. The minimum number of funds is maintained consistent with legal and
managerial requirements.

The City reports the following major governmental funds:

General Fund - The General Fund is the general operating fund of the City. The General Fund accounts
for all financial resources except those that are required to be accounted for in another fund. The primary
revenue sources are ad valorem taxes, fines and forfeitures, and various other taxes and charges. The
primary expenditures are for general administration, judicial, public safety, public works, community
services, and housing and development.

SPLOST Fund — The SPLOST Fund is used to account for proceeds from special purpose local option
sales tax and other intergovernmental revenues used for construction and acquisition of capital assets
that are funded in part with SPLOST funds.

(Continued)
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CITY OF LINCOLNTON, GEORGIA
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2022

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
The City reports the following major enterprise fund:

Water Sewer Utility Fund - The Water Sewer Utility Fund is used to account for the operations of the
City’s water sewer utility.

Enterprise funds distinguish operating revenues and expenses from non-operating items. Operating
revenues and expenses generally result from providing services and producing and delivering goods in
connection with a proprietary fund’s principal ongoing operations. The principal operating revenues of the
Water Sewer Utility Fund are charges to customers for sales and services. Operating expenses for
enterprise funds include costs of sales and services, administrative expenses, and depreciation on capital
assets. All revenues and expenses not meeting this definition are reported as non-operating revenues
and expenses.

Additionally, the City reports the following other fund types:

Special Revenue Funds - Special revenue funds are used to account for the proceeds of specific revenue
sources that are legally restricted to expenditure for specified purposes.

Capital Project Funds - Capital project funds are used to account for the acquisition and construction of
major capital facilities other than those financed by proprietary funds and trust funds.

E. Budgets and Budgetary Data

Annual appropriated budgets are adopted by the Mayor and City Council for the General Fund and Hotel
Motel Tax Fund on a total revenues and total expenditures basis. The City Council may amend the legally
adopted budget when unexpected modifications are required in estimated revenues and appropriations.
Under Georgia law, appropriations lapse at year-end. The original 2022 budgets were approved by the
City Council on December 7, 2021.

The budgets are prepared on essentially a cash basis, rather than in accordance with generally accepted
accounting principles (GAAP). Revenues are budgeted in the year receipt is expected; and expenditures
are budgeted in the year the expenditure is recorded as an accounts payable or when the applicable
expenditure is paid, whichever is earlier. A reconciliation from the budgetary basis to GAAP basis is
presented in the applicable financial statements.

Each fund’s appropriated budget is prepared on a detailed line item basis. Revenues are budgeted by
source. Expenditures are budgeted by department and character (personnel services, maintenance and
operations, capital outlay, debt service) which constitutes the legal level of control. Expenditures may not
exceed appropriations at this level. All budget revisions at this level are subject to final review by the City
Council. Within these control levels, management may transfer appropriations without Council approval.
Maijor revisions to the 2022 budgets were made and approved on February 7, 2023.

Project length budgets are adopted for all capital project funds. Major capital projects are under contract
with independent contractors that are exclusively responsible for the progress of the construction projects.
Accordingly, budgetary statements are not presented for the City’s capital projects funds.

F. Encumbrance Accounting

The City does not utilize encumbrance accounting, under which purchase orders and contracts are
recorded in order to reserve that portion of the applicable appropriation.

(Continued)
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CITY OF LINCOLNTON, GEORGIA
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2022

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
G. Assets, Liabilities, Deferred Outflows/Inflows of Resources, and Fund Equity
Cash and Investments

The City's cash and equivalents are comprised of cash on hand, demand deposits, and short-term
investments purchased with maturities of three months or less.

Nonparticipating interest-earning investment contracts (investments whose value is not affected by
interest rates or other market changes), including savings accounts, certificates of deposit, repurchase
agreements, money market investments (short-term, highly liquid debt instruments including commercial
paper, banker's acceptances and U. S. Treasury and agency obligations) and participating interest-
bearing investment contracts, that have a remaining maturity, at purchase, of one year or less are
reported at cost or amortized cost assuming their fair value has not been impacted by changes in the
credit worthiness of the issuer or similar factors. All other investments are reported at fair value (the
amount at which a financial instrument could be exchanged in a current transaction between willing
parties, other than in a forced or liquidation sale).

Receivables

All receivables are reported at their gross value and, where appropriate, are reduced by the estimated
portion that is expected to be uncollectible. The City uses the allowance method for recording bad debts.
The allowance for bad debt reserves for amounts owed from customers that have purchased services
from the City and is determined by analysis of the year-end receivable balances for those accounts that
the City believes will not be collected based on past history.

Estimated unbilled revenues from the Water Sewer Utility Fund are recorded at the end of each fiscal
year on a pro rata basis. The estimated amount is based on billings for the month following the close of
the fiscal year.

Prepayments

The City uses the purchases method to account for prepayments. Under the purchases method,
prepayments are recorded as expenditures when purchased.

Inventories

Inventories of supplies for all governmental funds are recorded at cost using the purchases method,
whereby inventories are recorded as expenditures when purchased; however, material amounts of
inventories are reported as assets of the respective fund. Inventories of the proprietary funds are
recorded at the lower of cost or market on a first-in, first-out basis. There were no material amounts for
inventories in the City’s governmental funds and proprietary funds for December 31, 2022.

Interfund Receivables and Payables

During the course of operations, transactions occur between individual funds for goods provided or
services rendered. These receivables and payables are classified as interfund receivables and payables
on the Balance Sheet of the fund financial statements and as “internal balances” on the Statement of Net
Position in the government-wide financials statements. Internal balances are eliminated in the
government-wide financial statements.

(Continued)
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CITY OF LINCOLNTON, GEORGIA
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2022

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Capital Assets and Depreciation

Capital assets, which include land, buildings and improvements, machinery and equipment, infrastructure,
right of use assets, and construction in progress, are reported in the applicable governmental or
business-type activities columns in the government-wide financial statements. Capital assets are valued
at historical cost or estimated historical cost if historical cost is not available. Donated capital assets are
valued at their estimated fair value on the date donated. Infrastructure acquired prior to June 30, 1980 is
not reported.

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

Maijor outlay for capital assets and improvements are capitalized as projects are constructed.

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

Buildings and improvements 50 years
Machinery and equipment 5-7 years
Fire trucks 10-15 years
Water sewer systems 50 years
Infrastructure 25 years
Right of use asset 5 years

Deferred Outflows/Inflows of Resources

In addition to assets, the Statement of Net Position will sometimes report a separate section for deferred
outflows of resources. This separate financial statement element, deferred outflows of resources,
represents a consumption of net position that applies to a future period(s) and so will not be recognized
as an outflow of resources (expense) until then. The City reports employer contributions to its pension
plan made subsequent to the Plan’s measurement date and other deferred inflows of resources related to
its pension plan in this category on the government-wide and proprietary fund Statements of Net Position.

In addition to liabilities, the Statement of Net Position will sometimes report a separate section for
deferred inflows of resources. This separate financial statement element, deferred inflows of resources,
represents an acquisition of net position that applies to a future period(s) and so will not be recognized as
an inflow of resources (revenue) until that time. The City reports unavailable revenue-property taxes in
this category on the governmental funds Balance Sheet. In addition, the City reports deferred inflows of
resources related to its pension plan in this category on the government-wide and proprietary fund
Statements of Net Position.

Compensated Absences

The City revised its policy on paid time off effective January 1, 2017. Under the revised policy, employees
accrue paid time off in accordance with the City’s personnel policy. Any accrued paid time off not utilized
by the employee at year-end, not to exceed ten (10) days, will be paid to the employee. Any accrued time
off in excess of ten (10) days is forfeited. The revised policy results in no accrued compensated absences
at year-end.

Long-Term Obligations
Long-term debt and other long-term obligations are reported as liabilities in the applicable governmental

activities or proprietary funds Statement of Net Position in the government-wide financial statements and
proprietary fund financial statements.

(Continued)
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CITY OF LINCOLNTON, GEORGIA
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2022

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Leases
Lessee

The City is a lessee for a noncancellable lease of office equipment. The City recognizes a lease liability
and an intangible right of use lease asset in the government-wide Statement of Net Position.

At the commencement of a lease, the City initially measures the lease liability at the present value of
payments expected to be made during the lease term. Subsequently, the lease liability is reduced by the
principal portion of the lease payments made. The lease asset is initially measured as the initial amount
of the lease liability, adjusted for lease payments made at or before the lease commencement date, plus
certain initial direct costs. Subsequently, the lease asset is amortized on a straight-line basis over its
useful life.

Key estimates and judgments related to leases include how the City determines (1) the discount rate it
uses to discount the expected lease payments to present value, (2) lease term, and (3) lease payments:

o The City uses the interest rate charged by the lessor as the discount rate. When the interest rate
charged by the lessor is not provided, the City generally uses its estimated incremental borrowing
rate as the discount rate for leases.

e The lease term includes the noncancellable period of the lease. Lease payments included in the
measurement of the lease receivable are composed of fixed payments, variable payments that
are fixed in substance, and purchase option prices that the City is reasonably certain to exercise.

The City monitors changes in circumstances that would require remeasurement of its leases and will
remeasure the lease asset and liability if certain changes occur that are expected to significantly affect
the amount of the lease liability.

Net Position (Government-Wide Financial Statements)
The City’s net position is classified as follows:

Net investment in capital assets: This represents the City’s total investment in capital assets, net of debt
related to those capital assets.

Restricted: This represents the net amount of assets subject to constraints on resources that are either
externally imposed by creditors, grantors, contributors, or laws or regulations of other governments or
imposed by law through State statute.

Unrestricted: This represents the net amount of assets, deferred outflows of resources, liabilities and
deferred inflows of resources that are not included in any other category of net position.

Fund Balances (Governmental Funds Financial Statements)

The City requires the following actions to be taken for fund balance to be classified as “restricted”,
“‘committed”, or “assigned”:

Restricted - amounts that can be spent only for the specific purposes stipulated by external resource
providers (i.e. grants, creditors), constitutionally, or through enabling legislation (i.e. legislation that
creates a new revenue source and restricts its use). These restrictions may be changed or lifted only with
the consent of the resource providers.

(Continued)
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CITY OF LINCOLNTON, GEORGIA
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2022

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Committed - amounts that can be used only for the specific purpose determined by a formal action of City
Council. Such commitments may be changed or lifted only by the City Council taking the same formal
action that imposed the constraint originally. The formal action must be taken before year-end, although
the amount may not be determined until the subsequent period.

Assigned - amounts intended to be used by the City for specific purposes. 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 a minimum, intended to be used for the
purpose of that fund.

The City also uses “non-spendable” in its fund financial statements to classify fund balance amounts that
are legally or contractually required and cannot be spent, or unassigned, which represents amounts not
included in the other fund balance categories.

The City’s policy for the order of expenditure of funds by fund classification is as follows: Future qualifying
expenditures will first reduce restricted fund balance, followed by a reduction of unrestricted fund balance
starting first with “committed”, then “assigned”, then “unassigned” as applicable when expenditures are
incurred for purposes for which amounts in any of those fund balance classifications could be used.

Use of Estimates

The preparation of the financial statements in conformity with accounting principles generally accepted in
the United States of America requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities and disclosures of contingent assets and liabilities at the date of
the financial statements and the reported amounts of revenues and expenses during the reporting period.
Actual results could vary from the estimates that were recorded.

NOTE 2 - STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILITY
General Fund

The General Fund’s total expenditures and other financing uses (budgetary basis) exceeded revenues
and other financing sources (budgetary basis) by $ 166,345. This resulted in a decrease in fund balance
(budgetary basis) of same amount. The primary reason for the shortfall resulted from a transfer of grant
funds, totaling $ 280,637, to the Water Sewer Utility Fund to finance system expansion, repairs, and
improvements. Expenditures for police, fire, and community services exceeded the legal level of control
by $ 2,250, $ 514, and $ 316, respectively. All other departments were under budget for the year ended
December 31, 2022.

Water Sewer Utility Fund

The Water Sewer Utility Fund is reporting a deficit in unrestricted net position of $ 88,084 that is expected
to be restored with future revenues of the System.

Hotel Motel Tax Fund

The Hotel Motel Tax Fund’s total expenditures and other financing uses (budgetary basis) exceeded
revenues and other financing sources (budgetary basis) by $ 10,907. This resulted in a decrease in fund
balance (budgetary basis) of same amount. The primary reason for the shortfall resulted from a transfer of
available funds, totaling $ 9,753, to the General Fund to finance public works equipment purchases. The
Hotel Motel Tax Fund’s actual revenues and expenditures (budgetary basis) equaled the amended and
final budget.

The Hotel Motel Tax Fund is reporting a deficit in unassigned fund balance of $ 6 that will be restored
during the next calendar year.
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CITY OF LINCOLNTON, GEORGIA
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2022

NOTE 3 - CASH DEPOSITS AND TEMPORARY INVESTMENTS

Deposits

Custodial credit risk for deposits is the risk that in the event of a bank failure, the City’s deposits may not
be returned or the City will not be able to recover collateral securities in the possession of an outside
party. State statutes require all deposits (other than federal or state government instruments) to be
collateralized by depository insurance, obligations of the U.S. government, or bonds of public authorities,
counties, or municipalities.

The carrying amount of the City’s deposits with financial institutions was $ 1,917,730 and the bank
balance was $ 1,921,992 at December 31, 2022. All of the City’s deposits were insured or collateralized
with securities held by the pledging financial institution’s agent in the City’s name.

Collateralization of the City’s deposits as of December 31, 2022 is as follows:

Amount insured by FDIC $ 500,000

Amount collateralized with securities held by the pledging financial institution's

trust department or agent in the City's name 1,421,992
Total bank balance $ 1,921,992
Investments

The City categorizes its fair value measurements within the fair value hierarchy established by generally
accepted accounting principles. The hierarchy is based on the valuation inputs used to measure the fair
value of the asset. Level 1 inputs are quoted prices in active markets for identical assets. Level 2 inputs
are significant other observable inputs. Level 3 inputs are significant unobservable inputs. The City had
no investments subject to fair value measurements as of December 31, 2022.

Credit risk is the risk that an issuer or other counterparty to an investment will not fulfill its obligation. State
statutes authorize the City to make direct investments in obligations of the State of Georgia or other
states; obligations issued by the U.S. Government; obligations fully insured or guaranteed by the U.S.
Government or by a government agency of the United States; obligations of any corporation of the U.S.
Government; prime banker’'s acceptances; the local government investment pool established by state
law; repurchase agreements; and obligations of other political subdivision of the State of Georgia.

Interest rate risk is the risk that changes in interest rates will adversely affect the fair value of an
investment. Investments held for longer periods are subject to increased risk of adverse interest rate
changes. The City does not invest in certificates of deposit with maturities greater than 365 days from
date of purchase.

Custodial credit risk for investments is the risk that, in the event of failure of the counterparty, the City will
not be able to recover the fair value of its investments or collateral securities in the possession of an
outside party. State statutes require all investments (other than federal or state government instruments)
to be collateralized by depository insurance, obligations of the U.S. government, or bonds of public
authorities, counties, or municipalities.

Concentration of credit risk is the risk that the City will place no limit on the amount they invest in any one
issuer. At December 31, 2022, no single-issue investment exceeded 5% of total investments.
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CITY OF LINCOLNTON, GEORGIA
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2022

NOTE 4 - PROPERTY TAXES

Property taxes were levied on October 20, 2022 and were due on December 20, 2022. Property taxes
became a lien on the first day of the levy year. Unpaid property taxes received within 60 days of year-end
are recognized and recorded as revenue (considered measurable and available), and property taxes
unpaid 60 days after year-end are recorded as unavailable revenue. An allowance is established for
uncollectible amounts based on management’s estimate. A summary of the 2022 tax levy follows:

2022 millage rate 6.73
Taxable digest $ 42,497,849
Gross tax levy $ 463,759
Less sales tax rollback (177,748)
Net property taxes $ 286,011
Property taxes receivable $ 43,593
Less allowance for uncollectible amounts (7,130)
Net property taxes receivable $ 36,463
Unavailable property tax revenue $ 24,131

NOTE 5 - CAPITAL ASSETS

Governmental capital asset activity for the year ended December 31, 2022, was as follows:

Balance Deletions/ Balance
12/31/21 Additions Transfers 12/31/22

Governmental Activities
Capital assets not being depreciated

Land $ 158,526 $ - $ - $ 158,526

Total capital assets not being depreciated 158,526 - - 158,526
Capital assets being depreciated

Buildings and improvements 1,012,328 16,441 - 1,028,769

Machinery and equipment 767,039 84,788 (12,840) 838,987

Infrastructure 3,327,318 88,327 - 3,415,645

Total capital assets being depreciated 5,106,685 189,556 (12,840) 5,283,401
Less accumulated depreciation

Buildings and improvements (694,053) (20,869) - (714,922)

Machinery and equipment (603,674) (59,156) 12,840 (649,990)

Infrastructure (1,532,922) (126,593) - (1,659,515)

Total accumulated depreciation (2,830,649) (206,618) 12,840 (3,024,427)
Net capital assets being depreciated 2,276,036 (17,062) - 2,258,974
Governmental activities capital assets-net $ 2,434,562 $ (17,062) $ - 2,417,500
Leased asset-net (Note 6) 9,992
Total capital assets-net as reported in the Statement of Net Position $ 2,427,492

(Continued)
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NOTE 5 - CAPITAL ASSETS (Continued)

Vehicles with a cost basis of $ 12,840 and a book basis of $ 0 were sold for $ 3,500, resulting in a
recognized gain of $ 3,500. The gain is included in other income.

The City records all expenditures related to capital projects as construction in progress until the project is
completed and put into service.

Depreciation expense for the year ended December 31, 2022 was charged to governmental functions as
follows:

12/31/22
General government $ 147,855
Public safety 57,215
Public works 1,548
Current year depreciation expense $ 206,618

Business-type capital asset activity for the year ended December 31, 2022, was as follows:

Balance Deletions/ Balance
12/31/21 Additions Transfers 12/31/22
Business-type Activities
Capital assets not being depreciated
Land $ 105,454 $ - $ - $ 105,454
Construction in progress 675,798 - - 675,798
Total capital assets not being depreciated 781,252 - - 781,252
Capital assets being depreciated
Buildings and improvements 40,135 - - 40,135
Machinery and equipment 18,995,085 503,988 - 19,499,073
Total capital assets being depreciated 19,035,220 503,988 - 19,539,208
Less accumulated depreciation
Buildings and improvements (25,776) (803) - (26,579)
Machinery and equipment (5,542,310) (386,128) - (5,928,438)
Total accumulated depreciation (5,568,086) (386,931) - (5,955,017)
Net capital assets being depreciated 13,467,134 117,057 - 13,584,191
Business-type activities capital assets-net $ 14,248,386 $ 117,057 $ - $ 14,365,443

Depreciation expense on capital assets of the business-type activities was $ 386,931 for the year ended
December 31, 2022.
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NOTE 6 - LEASED ASSETS

Leased asset activity for the year ended December 31, 2022, was as follows:

Governmental Activities
Leased assets being amortized
Right of use asset-equipment

Total leased assets being amortized

Less accumulated amortization
Right of use asset-equipment

Total accumulated amortization

Governmental activities leased assets-net

Restated
Balance Balance
12/31/21 Additions Deletions 12/31/22
$ 15,373 - $ - $ 15,373
15,373 - - 15,373
(2,306) (3,075) - (5,381)
(2,306) (3,075) - (5,381)
$ 13,067 (3,075) $ - $ 9,992

Amortization expense of $ 3,075 for the year ended December 31, 2022 was charged to general

government.

NOTE 7 - LONG-TERM DEBT

The following is a summary of the long-term liability transactions for the year ended December 31, 2022:

Governmental Activities
Direct borrowings and direct placements
Notes payable $

Total direct borrowings and
direct placements

Other long-term liabilities
Lease payable
Net pension liability

Total other long-term liabilities

Governmental activities long-term
liabilities $

Restated

Balance Balance Due within

12/31/21 Increases Decreases 12/31/22 One Year
20,895 $ 51,540 $ (13,553) $ 58,882 $ 18,233
20,895 51,540 (13,553) 58,882 18,233
13,291 - (2,893) 10,398 3,032
48,660 29,789 - 78,449 -
61,951 29,789 (2,893) 88,847 3,032
82,846 $ 81,329 $ (16,446) $ 147,729 $ 21,265
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Due within
One Year

20,500

214,749

235,249

Balance
12/31/21
Business-type Activities
Direct borrowings and direct placements
Notes payable $ 146,917
Construction loan advance 675,798
Revenue bonds payable 5,678,875
Total direct borrowings and direct placements
and revenue bonds payable 6,501,590
Other long-term liabilities
Net pension liability 21,106
Total other long-term liabilities 21,106
Business type activities long-term
liabilities $ 6,522,696

Increases
$ R
21,279
21,279
$ 21,279

235,249

There was no short-term borrowing during the year ended December 31, 2022.

The following summarizes long-term debt outstanding at December 31, 2022:

Original
Principal
Governmental Activities
Direct borrowings and placemnets
Note payable, F&M Bank $ 39,470
Note payable, FS Bank 51,540
Total direct borrowings and
placements 91,010
Other long-term liabilities
Lease payable 15,373
Total other long-term liabilities 15,373
Total-governmental activities $ 106,383

Business-type Activities
Direct borrowings and placemnets
Note payable, GEFA DWSRF 05-005 $ 410,000

Construction loan advance, GEFA 675,798
Revenue bonds payable
Bonds payable, USDA Series 2017A 3,840,000
Bonds payable, USDA Series 2017B 1,724,000
Bonds payable, USDA Series 2017C 934,000
Total-business-type activities $ 7,583,798

Interest
Rate

4.200%
4.700%

4.700%

0.000%

3.200%
2.125%
1.375%
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Maturity

2023
2027

2026

2028

2037
2057
2057
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Debt service requirements on long-term debt as of December 31, 2022 are as follows:

Governmental Activities Business-type Activities
Direct Borrowings Direct Borrowings
Annual Requirements for and Placements and Placements
Direct Borrowings and Placements Notes Payable Notes Payable Revenue Bonds
Year Ending December 31 Principal Interest Principal Interest Principal Interest
2023 $ 18233  § 2354 § 20500 $ - $ 214749 § 139971
2024 9,896 1,728 20,500 - 220,907 133,813
2025 10,384 1,240 20,500 - 227,498 127,222
2026 10,890 734 20,500 - 234,166 120,554
2027 9,479 208 20,500 - 241,038 113,682
2028 thru 2032 - - 23,917 - 1,315,651 457,952
2033 thru 2037 - - - 1,456,851 251,705
2038 thru 2042 - - - - 342,027 130,593
2043 thru 2047 - - - - 375,455 97,165
2048 thru 2052 - - - - 412,254 60,366
2053 thru 2057 - - - - 429,623 19,782
$ 58882 § 6,264 § 126417  § - $ 5470219 § 1,652,805

Annual requirements to fully amortize the lease payable outstanding at December 31, 2022 are as
follows:

Governmental Activities

Year Ending December 31, Principal Interest
2023 $ 3,032 $ 424
2024 3,178 278
2025 3,330 126
2026 858 7
$ 10,398 $ 835

Notes Payable

F&M Bank - On September 26, 2019 the City issued a note payable to F&M Bank totaling $ 39,470 for the
purchase of a police cruiser. Repayment terms require 48 monthly payments of $ 896, including principal
and interest at 4.20%. The initial payment was due November 1, 2019 with the final payment being due
October 1, 2023. The note payable is collateralized with the vehicle.

FS Bank - On October 19, 2022 the City issued a note payable to FS Bank totaling $ 51,540 for the
purchase of a police cruiser. Repayment terms require 60 monthly payments of $ 968, including principal
and interest at 4.70%. The initial payment was due November 1, 2022 with the final payment being due
October 1, 2027. The note payable is collateralized with the vehicle.

(Continued)
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GEFA DWSRF 05-005 - On November 27, 2006 the City entered into a loan agreement with the Drinking
Water State Revolving Fund (DWSRF) administered by the Georgia Environmental Facilities Authority
(GEFA) to borrow $ 410,000 to finance the cost of acquiring, constructing, and installing water line
improvements, security fencing, emergency generators, new windows, and a chlorine system at the water
treatment plant. The City is to repay the loan in 239 monthly payments of $ 1,708 including principal and
interest at 0.00% and a final payment of the remaining principal balance. The agreement is secured with
the City’s full faith and credit and revenue-raising power (including its taxing power) for such payment and
performance. The initial payment was made in September 2008 and the final payment will be December
2028.

Covenants contained in the agreement require that the City maintain a minimum “fixed charges coverage
ratio” of 1.05 for any fiscal year. The computation of the fixed charges coverage ratio for the year ended
December 31, 2022 is as follows:

Fixed Charges
Coverage Ratio

Income available for fixed charges $ 515,215 = 1.34
Fixed charges $ 383,718

Revenue Bonds Payable

Advance Refunding of Bonds Payable

On August 23, 2017, it was resolved, by Mayor and City Council, that due to present market conditions
and in order to achieve savings on annual debt service cost to the City and to shorten the maturities of its
outstanding debt, it should currently refund and defease the outstanding Series 1999A Bonds, Series
1999B Bonds, and the Series 2005 Bonds (collectively, the “Refunded Bonds”) by making due and legal
provision for the prepayment of the Refunded Bonds and to pay all expenses necessary to accomplish
the foregoing.

Prepayment of the Refunded Bonds was accomplished by the issuance of City of Lincolnton Water and
Sewerage Refunding Revenue Bond, Series 2017A, in the principal amount of $ 3,840,000 (the “Series
2017A Bond”). The City advance refunded the existing bonds to shorten the debt repayment schedule by
3 years, resulting in debt service savings of $ 662,313 and to obtain an economic gain (difference
between the present values of the debt service payments on the old and new debt) of $ 356,591.

On September 15, 2017, the City refunded all of the outstanding Series 1999A Bonds, maturing on July 1,
2039 with an aggregate principal balance of $ 967,434, Series 1999B Bonds, maturing on July 1, 2039
with an aggregate principal balance of $ 212,330, and Series 2005 Bonds, maturing on December 28,
2040 with an aggregate principal balance of $ 2,552,835, resulting in defeasance of the Refunded Bonds.

The reacquisition price of the Refunded Bonds totaled $ 3,739,024, inclusive of accrued interest thereon
totaling $ 6,425. The net carrying amount of the Refunded Bonds as restated pursuant to GASB
Statement No. 65, Items Previously Reported as Assets and Liabilities was $ 3,739,024; accordingly,
there were no unamortized charges on the debt refunding.

Series 2017A Bond - On September 15, 2017 the City issued the City of Lincolnton Water and Sewerage
Refunding Revenue Bond, Series 2017A. The principal issue was $ 3,840,000 with a stated interest rate
of 3.20% per annum. Terms of the issue call for a maximum of 240 equal monthly payments of $ 21,683
including principal and interest beginning October 15, 2017 with the final installment being due on
September 15, 2037. Proceeds from the Series 2017A Bond were used to advance refund existing debt
as discussed above.
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Series 2017B Bond - On October 26, 2017 the City issued the City of Lincolnton Water and Sewerage
Revenue Bond, Series 2017B. The principal issue was $ 1,724,000 with a stated interest rate of 2.125%
per annum. Terms of the issue call for a maximum of 480 equal monthly payments of $ 5,345 including
principal and interest beginning November 26, 2017 with the final installment being due on
September 26, 2057. Proceeds from the Series 2017B Bond were used to finance sewerage
improvements to the System.

Series 2017C Bond - On October 26, 2017 the City issued the City of Lincolnton Water and Sewerage
Revenue Bond, Series 2017C. The principal issue was $ 934,000 with a stated interest rate of 1.375%
per annum. Terms of the issue call for a maximum of 480 equal monthly payments of $ 2,532 including
principal and interest beginning December 26, 2017 with the final installment being due on November 26,
2057. Proceeds from the Series 2017C Bond were used to finance sewerage improvements to the
System.

The Series 2017 Bonds are secured by a first pledge of and charge or lien on the revenues derived from
the ownership and operation of the System, and include all funds received as grants from the
Government, or an instrumentality or agency of the foregoing in aid of the System, subordinate only to the
payment of the reasonable and necessary expenses of operating, maintaining and repairing the system.

Construction Loan Advance

On September 16, 2022 the City entered into an amended loan agreement with the Clean Water State
Revolving Fund administered by Georgia Environmental Finance Authority (GEFA) to finance the costs of
upgrading the water treatment, refurbish water tank and replacing existing meters with automatic reading
(AMR) system. The total amended amount of the loan and the estimated cost of the project is
$ 1,029,000 (an increase of $ 513,000 from the original loan). There was no activity on the construction
loan advance during the year ended December 31, 2022.

The unpaid principal amount of this note shall bear interest at 1.53%. Accrued interest is payable monthly
on the first day of each calendar month, as proceeds are drawn down, and will continue until the first day
of the calendar month following the earlier of (1) the completion date, (2) September 1, 2023, or (3) the
date that the loan is fully disbursed. Principal and interest payments shall me payable in 239 consecutive
monthly installments equal to the installment amount, commencing on the first day of the calendar month
following the amortization commencement date, and continuing to be due on the first day of each
succeeding calendar month thereafter, together with a final installment equal to the entire remaining
unpaid principal balance of and all accrued interest on this note, which shall be due and payable on the
date that is 20 from the amortization commencement date. As of December 31, 2022, construction loan
advances totaled $ 675,798 and are reported as noncurrent liabilities - construction loan advance in the
Statements of Fund Net Position-Proprietary Fund. In accordance with the appropriations language,
GEFA agrees to forgive $ 154,800 of this loan, if all funds are drawn.
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Bond Covenants

The 2017 Bond Ordinance (the ‘Ordinance”) requires several funds and accounts to facilitate the
operation of the system and provide for servicing the bond obligation. The Revenue Fund is used as the
depository for all revenues derived from the ownership and operation of the system. Costs of operating,
maintaining and repairing the system are paid from the Revenue Fund. A Sinking Fund consisting of two
accounts designated the “Debt Service Account” and “Reserve Account” is maintained to provide for
payment of the principal and interest of the bonds. A monthly deposit is made to the Debt Service
Account in amounts sufficient to fully fund the next ensuing payment of principal and interest. As of
December 31, 2022, the balance in the Debt Service Account was $ 0 after payment of December
principal and interest payments totaling $ 29,560. The Ordinance stipulates that a monthly deposit equal
to ten-percent (10%) of the monthly installment of principal and interest be made to the Reserve Account.
These payments are to continue until there is a reserve sufficient to pay the principal and interest due on
each series of Bonds in the next succeeding sinking fund year. As of December 31, 2022, the required
balance to be deposited into the Reserve Account was $ 185,188, whereas the actual deposits held in the
Reserve Account totaled $ 303,452.

In addition, the Ordinance establishes a reserve account designated the “Short-Lived Assets Account”. A
monthly installment of $ 867, or such amount to credit $ 10,400 on an annual basis, is required to be
deposited into the Short-Lived Asset Account. The Short-Lived Asset Account will be used to replace
equipment for the System in the future and is not pledged to make any principal and interest on the
Series 2017 Bonds or any future bonds issued on a parity therewith. As of December 31, 2022, the
required balance to be deposited into the Short-Lived Asset Account was $ 53,733, whereas the actual
deposits held in the Short-Lived Asset Account totaled $ 53,733.

Compliance With Bond Covenants

As of December 31, 2022, total sinking fund requirements, for all bonds issued, was $ 185,188, whereas
cash deposits held in accounts restricted by the Ordinance totaled $ 303,452. As of December 31, 2022,
the City’s debt service sinking funds were overfunded by $ 118,264.

Lease Payable

On March 22, 2021, the City entered into a five-year lease agreement as lessee for the right to utilize
office equipment. The agreement ends March 22, 2026.

The initial lease liability was established as of January 1, 2022, the implementation date of GASB
Statement No. 87, Leases. The initial lease liability recorded was $ 13,291 with the useful life of the right-
of-use asset equal to the remaining lease term of 4.25 years. As of December 31, 2022, the principal
balance of the lease liability totaled $ 10,398. The City used its incremental borrowing rate of 4.70% as
the discount rate for the lease liability. The value of the right-of-use asset is $ 15,373 and accumulated
amortization recognized as of December 31, 2022 totaled $ 5,381.
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The composition of interfund balances as of December 31, 2022, is as follows:

Receivable Fund Payable Fund Amount

General Fund Water Sewer Utility Fund $ 193,018

SPLOST Fund Water Sewer Utility Fund 24,276
$ 217,294

Due From/To Other Funds

The Water Sewer Utility Fund bills and collects charges for sanitation services, which are accounted for in
the City’'s General Fund. The $ 193,018 due from the Water Sewer Utility Fund primarily represents
collections on 2022 sanitation fees and unbilled service revenues that have not been remitted to the
General Fund as of December 31, 2022.

The SPLOST Fund originally funded system improvements to the water sewer system. Those
expenditures were subsequently approved to be reimbursed with proceeds from a Water Sewer Utility
Fund system improvement grant. The unreimbursed expenses due to the SPLOST Fund from the Water
Sewer Utility Fund totaled $ 24,276 as of December 31, 2022.

Interfund Transfers

Transfers In

General Water Sewer Total
Transfers Out Fund Utility Fund Transfers Out
SPLOST Fund $ - $ 131,783 $ 131,783
Water Sewer Utility Fund 21,909 - 21,909
Hotel Motel Tax Fund 9,753 - 9,753
$ 31,662 $ 131,783 $ 163,445

The SPLOST Fund transferred $ 131,783 to the Water Sewer Utility Fund to fund capital improvements to
the System.

The Water Sewer Utility Fund reimburses the General Fund for administrative and grounds maintenance
costs. The Water Sewer Utility Fund’s allocated portion of these costs totaled $ 21,909 for the year ended
December 31, 2022.

The Hotel Motel Tax Fund transferred $ 9,753 to the General Fund that was used to partially fund the
acquisition of a capital asset.
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Net position of the government-wide and proprietary fund financial statements represent the difference
between assets, deferred outflows of resources, liabilities, and deferred inflows of resources. Reported
amounts for net investment in capital assets and restricted net position as of December 31, 2022 are as
follows:

Governmental Business-type
Activities Activities
Net investment in capital assets
Primary government $ 2,427,492 $ 14,365,443
Less notes payable (58,882) (126,417)
Less lease payable (10,398) -
Less revenue bonds payable - (5,470,219)
Less construction loan advance - (675,798)
Total net investment in capital assets $ 2,358,212 $ 8,093,009
Restricted for:
Public works
SPLOST Fund $ 792,971 $ -
TSPLOST Fund 94,041 -
Water Sewer Utility Fund - 53,733
Total public works $ 887,012 $ 53,733
Debt service $ 303,452
Total debt service $ 303,452

NOTE 10 - RELATED ORGANIZATIONS

CSRA Regional Commission

Under Georgia law, the City, in conjunction with other cities and counties in the Central Savannah River
Area, is a member of the Central Savannah River Area Regional Commission (RC) and is required to pay
annual dues thereto. During the year ended December 31, 2022, the City paid $ 1,680 in such dues.
Membership in a RC is required by OCGA Section 50-8-34 that 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. OCGA 50-8-39.1 provides that the member governments are liable for any debts
or obligations of the RC. Separate financial statements may be obtained from:

CSRA Regional Commission
3023 River Watch Parkway, Suite A
Augusta, GA 30907

Housing Authority

The Housing Authority of the City of Lincolnton, Georgia is considered a related organization based upon
the criteria in GASB Statement 14 and 39. The Housing Authority is a legally separate entity having a
board composed of members appointed originally by the City. The City is not able to impose its will upon
the Housing Authority and a financial benefit/burden relationship does not exist between them. Therefore,
based upon the criteria, the Housing Authority of the City of Lincolnton, Georgia is a related organization
and not a component unit.
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Federal and State Grants

In the normal course of operations, the City receives grant funds from various Federal and State
agencies. The grant programs are subject to audit by agents of the granting authority, the purpose of
which is to ensure compliance with conditions precedent to the granting of funds. Any liability for
reimbursement, which may arise as a result of these audits, is not believed to be material.

Litigation
As of December 31, 2022, the City was not involved in any pending or threatened litigation.
NOTE 12 - RISK MANAGEMENT

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

In order to minimize the risk of loss the City has joined with other municipalities in the state as a member
of the Georgia Interlocal Risk Management Agency Fund (GIRMA), and the Georgia Municipal
Association (GMA) Self-Insured Workmen’s Compensation Fund. The City pays an annual premium to
these Funds through the GIRMA and GMA. The City retains the first $ 1,000 of each risk of loss in the
form of a deductible. All claims are filed with GIRMA and GMA who bills the City for any risk of loss up to
the deductible amount.

As part of their agreement, the City must assist and cooperate in the defense and settlement of claims
against the City. The City must furnish full cooperation to GIRMA’s and GMA’s attorneys, claims
adjusters, and any agent or independent contractor of GIRMA and GMA. In addition, the City must report
as promptly as possible, and in accordance with any coverage descriptions issued, all incidents which
could result in GIRMA and GMA or any Fund established by GIRMA and GMA being required to pay
claim for loss or injuries to municipal property or injuries to persons or property when such loss or injury is
within the scope of the protection of a Fund or Funds in which the City participates. The City is required to
use due diligence to avoid or diminish any loss covered under the agreement.

As a condition of coverage, GIRMA and GMA can request that the City assist in effecting settlements,
securing and giving evidence, obtaining witnesses in the conduct of suits, and providing of written
statements for the purposes of investigation, defense, and mitigation of claims. GIRMA and GMA are
responsible for payment of all claims covered under the agreement. The maximum liability for any one
occurrence or claim is the maximum liability as specified in the policies less the amount of stated
deductibles.

For those risks covered by insurance, claims did not exceed coverage during the past three years.
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Plan Description

The City of Lincolnton Retirement Plan (the “Plan”), is a defined benefit pension plan affiliated with the
Georgia Municipal Employees Benefit System (the “GMEBS”), an agent multiple-employer pension plan
administered by the Georgia Municipal Association (the “GMA”). Contributions made by the City are
pooled with contributions made by other members of GMEBS for investment purposes; the City does not
own any securities on its own. There are no employer or related party securities or loans included in plan
assets. The GMA issues a publicly available financial report that includes financial statements and
required supplementary information for GMEBS. That report may be obtained by writing to Georgia
Municipal Association, The Burgess Building, 201 Pryor Street, SW, Atlanta, GA 30303, or by calling
(404) 688-0472.

The City originally established the Plan January 1, 1989. On January 1, 2003, the City executed an
agreement adopting the GMEBS Master Plan and Joint Trust Agreement (the “Adoption Agreement”).
The Adoption Agreement establishes the types of benefits available under the Plan and the City’s
obligation to contribute to the Plan. The City has the right to amend any or all elections in the Adoption
Agreement. The amendment must be approved by GMEBS, cannot reduce any previously accrued
benefits of the participants or beneficiaries, cannot authorize or permit any part of the Trust Fund to be
diverted to any purpose other than for the exclusive benefit of participants and their beneficiaries, and
cannot deprive any participant or beneficiary of any rights or benefits irrevocably vested under the Plan.

GMEBS can amend the Master Plan or the elective provisions of the Adoption Agreement in its sole
discretion as Trustee of the Plan. Any amendment by GMEBS must be approved by the City as the
adopting employer. The City cannot amend the Master Plan or the Joint Trust Agreement.

Benefits Provided

As provided by State law, benefit provisions for participants in GMEBS are established by the respective
employers. As authorized by the City Council, the Plan provides pension benefits and death and disability
benefits for plan members and beneficiaries. All full-time employees of the City, excluding elected
officials, working at least twenty hours per week, are eligible to participate immediately. Benefits are fully
vested after ten years of service. Normal retirement age is 65 with a minimum of five years of service, and
early retirement is age 55 with a minimum of ten years total credited service. Monthly benefits are based
on (a) the average annual earnings paid to a participant during any consecutive five-year period
preceding actual date of retirement in which the earnings were highest and (b) total years of service.

As of July 1, 2022, the last valuation date, there were 27 participants consisting of the following:

Retired participants and beneficiaries currently receiving benefits 10
Terminated vested participants entitled to but not yet receiving benefits 5
Active participants-vested 2
Active participants-not vested 10
Total number of participants 27
Contributions

The Plan is subject to minimum funding standards of the Public Retirement Systems Standards Law
(Georgia Code Section 47-20-10). GMEBS has adopted an actuarial funding policy that requires a
different funding level than the estimated minimum annual contribution to minimize fluctuations in annual
contribution amounts and to accumulate sufficient funds to secure benefits under the Plan. If the City
contributes the recommended contribution developed under the actuarial funding policy each year, the
Plan will meet applicable State funding standards. Employees do not contribute to the Plan.
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For 2022, the City’s contribution to the Plan totaled $ 34,899, or 6.97 % of covered-employee payroll
($ 501,059). This contribution was equal to the recommended annual contribution determined as part of

the July 1, 2021 actuarial valuation.

Net Pension Liability

The City’s net pension liability was measured as of March 31, 2022.

Actuarial Assumptions. The total pension liability used to calculate the net pension liability was
determined by an actuarial valuation as of July 1, 2022 using the following actuarial assumptions, applied
to all periods included in the measurement:

Net investment rate of return 7.375%, on going basis, based on long-term expected rate of return
on pension plan investments

Projected salary increases 2.25%, plus service based merit increases

Inflation 2.25%

Cost of living adjustments N/A

The methods and assumptions used in the July 1, 2022 valuation were based on the results of an
actuarial experience study for the period January 1, 2015 through June 30, 2019.

Mortality rates for the July 1, 2022 valuation were based on the following:

Healthy Retirees and Beneficiaries-Sex-distinct Pri-2012 head-count weighted Healthy Retiree Mortality
Table with rates multiplied by 1.25.

Disabled Participants-Sex-distinct Pri-2012 head-count weighted Disable Retiree Mortality Table with
rates multiplied by1.25.

Active Participants, Terminated Vested Participants, and Deferred Beneficiaries-Sex-distinct Pri-2012
head-count weighted Employee Mortality Table.

The long-term expected rate of return on pension plan investments was determined using a 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. Best estimates of
arithmetic real rates of return for each major asset class included in the pension plan’s target asset
allocation as of March 31, 2020 are summarized in the following table:

Long-Term
Target Expected Real
Asset Class Allocation Rate of Return*
Domestic equity 45.00% 6.55%
International equity 20.00% 7.30%
Domestic fixed income 20.00% 40.00%
Real estate 10.00% 3.65%
Global fixed income 5.00% 50.00%
Cash 0.00% 0.00%

Total 100.00%

* Rates shown are net of the 2.25% assumed rate of inflation
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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 the City contributions will be made at rates
equal to the actuarially determined contribution rates and the member rate. Based on these 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 in the Net Pension Liability of the City. The changes in the components of the net pension
liability of the City for the year ended December 31, 2022 were as follows:

Total Pension Fiduciary Net Net Pension
Liability Position Liability
(TPL) (FNP) (NPL)
(a) (b (a)-(b)
Balances at March 31, 2021 $ 692,471 $ 622,705 $ 69,766
Changes for the year:
Service cost 15,355 - 15,355
Interest 50,043 - 50,043
Differences between expected and actual experience 50,680 - 50,680
Contributions-employer - 30,620 (30,620)
Contributions-employee - - -
Net investment income - 38,125 (38,125)
Benefit payments, including refunds of employee
contributions (58,550) (58,550) -
Administrative expense - (3,735) 3,735
Other - - -
Net changes 57,528 6,460 51,068
Balances at March 31, 2022 $ 749,999 $ 629,165 $ 120,834

The required Schedule of Changes in the 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 the total liability.

Sensitivity of the Net Pension Liability to Changes in the Discount Rate. The following table 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 percent) or 1-percentage-point higher (8.375 percent) than the current rate:

Current
1% Decrease Discount Rate 1% Increase
(6.375%) (7.375%) (8.375%)
City's Net Pension Liability $ 208,796 $ 120,834 $ 48,975

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 March 31, 2022 and the current sharing pattern of costs between employer and employee.
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Plan Fiduciary Net Position. Detailed information about the Plan’s fiduciary net position is available in the
separately issued GMEBS financial report.

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

For the year ended December 31, 2022, the City recognized pension expense of $ 37,697. The City
reported the following deferred outflows of resources and deferred inflows of resources related to
pensions as of December 31, 2022:

Deferred Deferred
Outflows of Inflows of
Resources Resources
Contributions made subsequent to the measurement date $ 26,173 $
Difference between expected and actual experience 59,095
Changes of assumptions 4,545
Net difference between projected and actual earnings on pension
plan investments - 63,623
Total $ 89,813 $ 63,623

Contributions made subsequent to the measurement date totaling $ 26,173 are reported as deferred
outflows of resources and will be recognized as a reduction of the net pension liability in the year ending
December 31, 2023. Amounts reported as deferred outflows and inflows of resources related to pensions
will be recognized in pension expense as follows:

Year Ending December 31,

2023 2024 2025 2026 Total

Fiscal Year Outflows

Demographic $ 25,696 $ 20,729 $ 12,670 % - $ 59,095

Assumption change 4,545 - - - 4,545
Total $ 30,241 $ 20,729 $ 12,670 $ - $ 63,640
Fiscal Year Inflows

Investment $ 14,069 $ 18,267 $ 32,613 $ (1,326) § 63,623
Total $ 14,069 $ 18,267 $ 32,613 $ (1,326) $ 63,623

Methods and Assumptions Changes

There have been no changes in methods or assumptions since the last valuation.

Benefit Changes

There have been no changes in plan benefits since the last valuation.
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CITY OF LINCOLNTON, GEORGIA
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2022

NOTE 14 - HOTEL/MOTEL TAX

The City has levied a 5% lodging tax. The Official Code of Georgia Annotated 48-13-51 (a) requires that
40% of lodging taxes levied at 5% be expended or obligated contractually for the promotion of tourism,
conventions, or trade shows. Management represents that $ 6,625 or 40%, of the lodging taxes collected
for the year ended December 31, 2022 were expended for such purposes. A summary of Hotel/Motel
transactions for the year ended December 31, 2022 follows:

Percentage
12/31/22 Expended
Tax percentage rate formally adopted by City 5.00%
Hotel/Motel taxes collected $ 16,371
Expended for promoting tourism, conventions, and trade shows $ 6,625 40.47%

NOTE 15 - COMMITMENTS AND SUBSEQUENT EVENTS
Commitments

Coronavirus Local Fiscal Recovery Funds

On July 8, 2021, the City received $ 280,637 from the State of Georgia Governor’s Office of Planning and
Budget and on July 20, 2022, the City received an additional $ 280,637 from the State of Georgia
Governor’s Office of Planning and Budget.

These funds represent the City’s distributive share of Coronavirus Local Fiscal Recovery Funds (LFRF)
awarded to States by the U.S. Department of Treasury as part of the American Rescue Plan Act (ARPA).
As of December 31, 2022, $ 86,173 of these grant funds had been expended and were recognized as
earned revenue. Unexpended amounts as of December 31, 2022 totaling $ 475,102 is reported as
unearned revenue in the financial statements. The performance period for this award begins with the date
received and ends on December 31, 2026.

The four broad categories in which these funds can be used are as follows:
¢ To respond to the public health emergency or its negative economic impacts, including assistance
to households, small businesses, and nonprofits, or aid to impacted industries such as tourism,

travel and hospitality.

e To respond to workers performing essential work during the COVID-19 public health emergency by
providing premium pay to eligible workers.

e For the provision of government services to the extent of the reduction in revenue due to the
COVID-19 public health emergency relative to revenues collected in the most recent full fiscal year
prior to the emergency.

o To make necessary investments in water, sewer, or broadband infrastructure.

These funds cannot be deposited into any pension fund or be used to, directly or indirectly, offset a
reduction in the net tax revenue of the City.

(Continued)
41



CITY OF LINCOLNTON, GEORGIA
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2022
NOTE 15 - COMMITMENTS AND SUBSEQUENT EVENTS (Continued)

Fire Truck Purchase

On March 1, 2022, the City Council unanimously approved the purchase of a new fire truck for
approximately $ 445,000. The fire truck is expected to be delivered by December 2024. Funding for the
purchase is to be a combination of SPLOST proceeds and a USDA loan grant.

Water Treatment Upgrades and Improvements

The City entered into a $ 1,026,000 loan agreement, as amended on September 16, 2022 with the
Drinking Water State Revolving Fund, administered by Georgia Environmental Finance Authority (GEFA).
These loan proceeds will be used to upgrade the water treatment plan, refurbish an elevated water tank,
replace manual read water meters with an automatic meter reading system, and related appurtenances.
To secure this loan the City will pledge its full faith and credit and revenue power (including its taxing
power) for such payment and performance. As of December 31, 2022, expenditures for this project
totaled $ 675,798.

Construction Remaining Total
Project Description In Progress Commitment Commitment
Wastewater plant and system improvements
GEFA Project $ 675,798 $ 350,202 $ 1,026,000

Subsequent Events

In preparing the financial statements, the City’s management has evaluated events and transactions for
potential recognition or disclosure through December 1, 2023 the date the financial statements were
available for issuance.

NOTE 16 - CHANGE IN ACCOUNTING PRINCIPLE

The City implemented the provisions of Governmental Accounting Standards Board (GASB) Statement
No. 87, Leases, effective January 1, 2022. The new standard significantly changed the City’s accounting
for leases. As a result of this change in accounting principle, the City was required to retroactively restate
beginning net position of its governmental activities as of January 1, 2022. The net effect of this change in
accounting principle was as follows:

Governmental
Lease Payable Activities
Right of use asset, beginning balance $ 15,373
Accumulated amortization, beginning balance (2,306)
Lease payable, beginning balance (13,291)
Effect on beginning net position from recording lease payable $ (224)
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CITY OF LINCOLNTON, GEORGIA

REQUIRED SUPPLEMENTARY INFORMATION

SCHEDULE OF CHANGES IN THE NET PENSION LIABILITY AND RELATED RATIOS
RETIREMENT PLAN

2022 2021 2020 2019 2018 2017 2016 2015

Total Pension Liability
Service cost $ 15,355 14,397 $ 11,769 14,223 15,133 13,692 $ 17,593 $ 9,015
Interest 50,043 47,359 45,293 44,860 42,821 46,099 47,481 46,536
Differences between expected and actual experience 50,680 32,234 19,866 8,747 24,850 (39,709) (21,473) 10,228
Changes of assumptions - - - - - - - 6,443
Benefit payments, including refunds of employee contributions (58,550) (58,550) (60,420) (58,785) (63,076) (61,673) (61,203) (58,846)
Other - - 18,178 - 9,506 - - -
Net change in total pension liability 57,528 35,440 34,686 9,045 29,234 (41,591) (17,602) 13,376
Total pension liability, beginning 692,471 657,031 622,345 613,300 584,066 625,657 643,259 629,883
Total pension liability, ending (a) 749,999 692,471 657,031 622,345 613,300 584,066 625,657 643,259
Plan Fiduciary Net Position
Contributions-employer 30,620 24,570 22,782 19,772 23,164 27,105 23,636 21,385
Net investment income 38,125 202,102 (33,305) 19,168 65,016 62,068 1,143 50,598
Benefit payments, including refunds of employee contributions (58,550) (58,550) (60,420) (58,785) (63,076) (61,673) (61,203) (58,846)
Administrative expenses (3,735) (3,633) (4,016) (3,853) (3,920) (4,070) (2,519) (2,181)
Net change in fiduciary net position 6,460 164,489 (74,959) (23,698) 21,184 23,430 (38,943) 10,956
Plan fiduciary net position, beginning 622,705 458,216 533,175 556,873 535,689 512,259 551,202 540,246
Plan fiduciary net position, ending (b) 629,165 622,705 458,216 533,175 556,873 535,689 512,259 551,202
Net pension liability, ending (a)-(b) $ 120,834 69,766 $ 198,815 89,170 56,427 48,377 $ 113,398 $ 92,057
Plan's fiduciary net position as a percentage of the

total pension liability 83.89% 89.93% 69.74% 85.67% 90.80% 91.72% 81.88% 85.69%
Covered employee payroll during the measurement period $ 501,059 430,133 $ 424,034 333,333 346,662 346,227 $ 329,385 $ 370,768
Net pension liability as a percentage of covered payroll 24.12% 16.22% 46.89% 26.75% 16.28% 13.97% 34.43% 24.83%

Notes to the Schedule:

(1) Historical information prior to the implementation of GASB Statement Nos. 67/68 is not required. The schedule will present 10 years of information as it is accumulated.
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CITY OF LINCOLNTON, GEORGIA
REQUIRED SUPPLEMENTARY INFORMATION
SCHEDULE OF CONTRIBUTIONS
RETIREMENT PLAN

2022 2021 2020 2019 2018 2017 2016 2015
Actuarially determined contribution $ 34899 § 29193 § 23,029 § 22699 $ 18797 $ 24619 § 27934 § 22,203
Contributions in relation to the actuarially
determined contribution 34,899 29,193 23,029 22,699 18,797 24,619 27,934 22,203
Contribution deficiency (excess) $ - $ - $ - $ - $ - $ - $ - $ -

Covered employee payroll during the
measurement period $ 501,089 $ 430,133 § 424034 $ 333333 $ 346662 $ 346227 $ 329385 $ 370,768
Contributions as a percentage
of covered employee payroll 6.97% 6.79% 5.43% 6.81% 5.42% 7.11% 8.48% 5.99%

Notes to the Schedule:

(1) Actuarial Assumptions:
Valuation Date
Cost Method
Asset Valuation Method

July 1, 2022

Projected Unit Credit

Sum of actuarial value at beginning of year and the cash flow during the year plus the assumed investment return, adjusted by 10% of the
amount that the value exceeds or is less than the market value at the end of the year. The actuarial value is adjusted if necessary, to be within
20% of market value.

Assumed Rate of Return
Projected Salary Increases
Cost of Living Adjustments
Amortization Method
Remaining Amortization Period

7.375%

2.25%

0.00%

Closed level dollar for remaining unfunded liability

Varies, with a net effective amortization period of 10 years

(2) The schedule will present 10 years of information as it is accumulated.
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INDIVIDUAL AND COMBINING FUND STATEMENTS
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GENERAL FUND

The General Fund is used to account for resources traditionally associated with the City that are not
required legally, or by sound financial management, to be accounted for in another fund.
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CITY OF LINCOLNTON, GEORGIA
SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE-
BUDGET (BUDGETARY BASIS) AND ACTUAL
GENERAL FUND BY OBJECT
FOR THE YEAR ENDED DECEMBER 31, 2022

Budgetary Basis Variance With
Original Amended and Final Budget
Budget Final Budget Actual Over (Under)
REVENUES
Taxes
Real property tax $ 295,616 $ 359,188 $ 336,985 $ (22,203)
Motor vehicle taxes 42,049 54,441 54,441 -
Mobile home tax 1,212 1,392 1,392 -
Real estate transfer tax 1,303 1,143 1,143 -
Franchise tax 102,190 100,251 100,251 -
Local option sales tax 128,541 208,426 208,426 -
Intangible tax 4,248 3,489 3,489 -
Alcoholic beverage tax 48,546 36,651 36,651 -
Occupation tax 13,700 13,850 13,850 -
Insurance premium tax 128,641 119,718 119,718 -
Penalties and interest - - 2,288 2,288
Payment in lieu of taxes 2,618 2,618 2,618 -
Total taxes 768,664 901,167 881,252 (19,915)
Licenses and Permits
Alcoholic beverage licenses 5,000 4,850 4,850 -
Building permits 9,330 11,625 11,625 -
Total licenses and permits 14,330 16,475 16,475 -
Intergovernmental
Federal and State grants 25,898 57,538 57,538 -
Total intergovernmental 25,898 57,538 57,538 -
Charges for Services
Sanitation fees 265,000 268,811 268,811 -
Total charges for services 265,000 268,811 268,811 -
Fines and Forfeitures
Municipal court fines 49,631 55,441 55,441 -
Total fines and forfeitures 49,631 55,441 55,441 -
Use of Money and Property
Interest income 90 53 129 76
Rents 5,675 7,150 7,150 -
Total use of money and property 5,765 7,203 7,279 76
Other
Insurance claims - 7,360 7,360 -
Miscellaneous 22,462 21,119 23,710 2,591
Total other 22,462 28,479 31,070 2,591
Total revenues 1,151,750 1,335,114 1,317,866 (17,248)
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CITY OF LINCOLNTON, GEORGIA
SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE-
BUDGET (BUDGETARY BASIS) AND ACTUAL
GENERAL FUND BY OBJECT
FOR THE YEAR ENDED DECEMBER 31, 2022

Budgetary Basis Variance With
Original Amended and Final Budget
Budget Final Budget Actual Over (Under)
EXPENDITURES
General government
Council 17,663 19,232 18,593 (639)
Mayor 8,838 4,078 4,078 -
General administration 296,542 402,780 282,641 (120,139)
Total general government 323,043 426,090 305,312 (120,778)
Judicial
Municipal court 7,603 6,526 6,526 -
Total judicial 7,603 6,526 6,526 -
Public safety
Police 448,200 546,169 548,419 2,250
Fire 96,746 67,136 67,650 514
Total public safety 544,946 613,305 616,069 2,764
Public works
Streets and sanitation 311,965 390,449 389,459 (990)
Total public works 311,965 390,449 389,459 (990)
Community services
Community center 9,377 7,079 7,395 316
Total community services 9,377 7,079 7,395 316
Housing and development
Planning and zoning 14,485 16,386 14,690 (1,696)
Total housing and development 14,485 16,386 14,690 (1,696)
Total expenditures 1,211,419 1,459,835 1,339,451 (120,384)
Excess (deficiency) of revenues
over (under) expenditures (59,669) (124,721) (21,585) 103,136
OTHER FINANCING SOURCES (USES)
Proceeds from long-term debt - 51,485 51,540 55
Transfers in 59,669 73,236 84,337 11,101
Transfers out - - (280,637) (280,637)
Total other financing sources (uses) 59,669 124,721 (144,760) (269,481)
Change in fund balance - $ - (166,345)  $ (166,345)
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NONMAJOR GOVERNMENTAL FUNDS

SPECIAL REVENUE FUNDS

Special revenue funds are used to account for specific revenues that are legally restricted to expenditure
for particular purposes.

Hotel Motel Tax Fund - This fund was established to account for revenues received from the imposition
of a lodging tax to be used in part for the promotion of tourism, conventions, and trade shows.

CAPITAL PROJECTS FUNDS

Capital projects funds are used to account for the acquisition and construction of major capital facilities
other than those financed by proprietary funds and trust funds.

TIA SPLOST Fund - This fund was established to account for proceeds from the Transportation
Investment Act (TIA) special purpose local option sales tax to provide funding for road and street
maintenance, paving, and other related costs.
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ASSETS
Cash and cash equivalents
Intergovernmental receivable

Total assets

LIABILITIES
Accrued liabilities

Total liabilities
FUND BALANCES
Restricted for:

Public works
Unassigned

Total fund balances

Total liabilities and fund
balances

CITY OF LINCOLNTON, GEORGIA
COMBINING BALANCE SHEET
NONMAJOR GOVERNMENTAL FUNDS
DECEMBER 31, 2022

Special Total
Revenue Capital Projects Nonmajor
Hotel Motel TSPLOST Governmental
Tax Fund Fund Funds
$ - $ 82,549 $ 82,549
- 6,110 6,110
$ - $ 88,659 $ 88,659
$ 6 3 - $ 6
6 - 6
- 88,659 88,659
(6) - (6)
(6) 88,659 88,653
$ - $ 88,659 $ 88,659
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CITY OF LINCOLNTON, GEORGIA
COMBINING STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES
IN FUND BALANCES
NONMAJOR GOVERNMENTAL FUNDS
FOR THE YEAR ENDED DECEMBER 31, 2022

Special Total
Revenue Capital Projects Nonmajor
Hotel Motel TSPLOST Governmental
Tax Fund Fund Funds
REVENUES
Taxes $ 16,371 $ 65,126 $ 81,497
Interest income 1 24 25
Total revenues 16,372 65,150 81,522
EXPENDITURES
Current
Public works - 5,432 5,432
Housing and development 6,625 - 6,625
Capital outlay
Public works 10,901 46,359 57,260
Total expenditures 17,526 51,791 69,317
Excess (Deficiency) of revenues
over expenditures (1,154) 13,359 12,205
OTHER FINANCING SOURCES (USES)
Transfers out (9,753) - (9,753)
Total other financing sources (uses) (9,753) - (9,753)
Net change in fund balances (10,907) 13,359 2,452
Fund balances, beginning of year 10,901 75,300 86,201
Fund balances, end of year $ 6) $ 88,659 $ 88,653
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BUDGET (BUDGETARY BASIS) AND ACTUAL

FOR THE YEAR ENDED DECEMBER 31, 2022

REVENUES
Taxes
Interest income

Total revenues

EXPENDITURES
Public works
Housing and development

Total expenditures

Excess of revenues over
expenditures

OTHER FINANCING SOURCES (USES)
Transfers out

Total other financing sources (uses)

Net change in fund balances

RECONCILIATION TO GAAP BASIS
Fund balance, beginning of year

Fund balance, end of year

CITY OF LINCOLNTON, GEORGIA
SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE

HOTEL-MOTEL TAX FUND

Budgetary Basis Variance With
Original Amended and Final Budget
Budget Final Budget Actual Over (Under)
$ 15,750 $ 16,371 $ 16,371 $

1 1

15,750 16,372 16,372

- 10,901 10,901

6,300 6,625 6,625

6,300 17,526 17,526

9,450 (1,154) (1,154)

(9,450) (9,753) (9,753)

(9,450) (9,753) (9,753)

$ $ (10,907) (10,907)

10,901
$ (6)
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CITY OF LINCOLNTON, GEORGIA
SCHEDULE OF SPECIAL PURPOSE LOCAL OPTION SALES TAX

FOR THE YEAR ENDED DECEMBER 31, 2022

Original Revised Estimated
Estimated Estimated Prior Current Percentage of
Project Cost Cost Years Year Total Completion
SPLOST 2017 - 2020
General government buildings $ - - 10,352 - 10,352 N/A
Public safety buildings - - 40,043 - 40,043 N/A
Downtown revitilization/
Water sewer capital 504,575 504,575 158,724 131,783 290,507 58%
$ 504,575 504,575 209,119 131,783 340,902
SPLOST 2022 - 2027
Water sewer infrastructure, $ - - - - -
Public works equipment, - - - - -
Downtown development, - - - - -
Public safety equipment, - - - - -
Community and recreation projects, - - - - -
and transportation infrastructure 939,487 939,487 - 17,973 17,973 2%
$ 939,487 939,487 - 17,973 17,973
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CITY OF LINCOLNTON, GEORGIA

SCHEDULE OF WATER SEWER UTILITY FUND ACTIVITIES

FOR THE YEAR ENDED DECEMBER 31, 2022

OPERATING REVENUES
Charges for services
Penalties

Total operating revenues

OPERATING EXPENSES
Personnel services and benefits
Professional and technical services
Repairs and maintenance
Other purchased services
Supplies & other
Depreciation

Total operating expenses
Operating income
NON-OPERATING REVENUES (EXPENSES)
Intergovernmental revenues
Interest income
Insurance claim
Interest expense
Total non-operating revenues (expenses)
Income (loss) before transfers infout
TRANSFERS IN (OUT)
Transfers in
Transfers out

Transfer in (out)-net

Change in net position
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Business-type
Activities-

Enterprise Fund

Water Sewer Water Sewer
Activities Activities Utility Fund

813,505 $ 484,665 $ 1,298,170
14,771 8,957 23,728
828,276 493,622 1,321,898
219,617 100,577 320,194
24,442 37,226 61,668
13,236 55,392 68,628
148,153 103,465 251,618
73,589 35,067 108,656
132,298 254,633 386,931
611,335 586,360 1,197,695
216,941 (92,738) 124,203
328,932 - 328,932
633 384 1,017
1,907 1,157 3,064
(109,086) (45,475) (154,561)
222,386 (43,934) 178,452
439,327 (136,672) 302,655
82,035 49,748 131,783
(18,059) (3,850) (21,909)
63,976 45,898 109,874
503,303 $ (90,774)  $ 412,529
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COMPLIANCE SECTION
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BARMORE HAMMOND

CErRTIFIED PusLic LimiTED LIABILITY
ACCOUNTANTS PARTNERSHIP
Benjamin B. Barmore, CPA, PC W. Lee Hammond, CPA, PC
W. G. Bullock Building Phone: 706.595.7764
132 Railroad Street. Third Floor Fax: 706.595.7288
Thomson, Georgia 30824 www.barmorehammond.com

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

Honorable Mayor and Members of City Council
City of Lincolnton
Lincolnton, Georgia

We have audited, in accordance with the auditing standards generally accepted in the United State 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, each major fund, and the aggregate remaining fund information of
the City of Lincolnton, Georgia as of and for the year ended December 31, 2022, and the related notes to
the financial statements, which collectively comprise the City of Lincolnton, Georgia’s basic financial
statements, and have issued our report thereon dated December 1, 2023.

Report on Internal Control Over Financial Reporting

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

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

Our consideration of the internal control was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in internal control that might be material
weaknesses or significant deficiencies. 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.

(Continued)
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Report on Compliance and Other Matters

As part of obtaining reasonable assurance about whether the City of Lincolnton, Georgia’s financial
statements are free from 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.

Purpose of this Report

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

Thomson, Georgia
December 1, 2023
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CITY OF LINCOLNTON, GEORGIA
SCHEDULE OF FINDINGS AND RESPONSES
FOR THE YEAR ENDED DECEMBER 31, 2022

SECTION I. SUMMARY OF AUDITOR’S RESULTS

Financial Statements

Type of auditor's report issued:

Unmodified
Internal control over financial reporting:
Material weakness(es) identified? Yes X No
Significant deficiency(ies) identified? Yes X None reported
Noncompliance material to financial statements noted? Yes X No

SECTION Il. FINANCIAL STATEMENT FINDINGS

None reported
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