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INDEPENDENT AUDITORS' REPORT

To [he Mayor and Counclf of the
City of Sparta, Georgla

We have audiled the accompanying financlat statemants of the governmenial aclivilles, the business-iype
activilies, each malor fund and the aggregate remaining fund Informatlon of the Gity of Sparla, Geaorgia, as
of and for the year ended April 30, 2012 which colfeclively comprise the Clly's basic financial stalements as
listed in the table of contents. Thess financial statements are tho responsibility of the Clly of Sparta,
Goorgia's management. Our responsibliily Is to express opinlons on these {inancial stalements based on

our audit,

We conducted our audit in accordance with auditing standards génerally accspted In the United States of
Amarica and the standards applieable o flnanctal audits contalned In Govermment Audliing Standards,
fssusd by the Comptroller General of ihe United Stales. Those standards require that we plan and perform
the audit io oblaln reasonable assurance aboul whelher the financial statements are fres of material
misslatement, An audit instudes examining, on a test basis, evidence supporiing the amounts and
disclosures In the financial statemenls. An audit also includes assessing the accounling principles used
and slgniflcant estimates made by management, as well as evaluallng the overall financial statement
presentation. We belleve that our audil provides a raasanable basis for our opinions,

in our opinlon, he financial statemenis referred to above present falrly, in all material respecis, the
respective financlal positlon of {he governmaentaf aclivities, the business-type aclivitles, each major fund
and the aggregate remalning fund information of the Clty of Sparta, Georgia, as of April 30, 2012, and the
respective changes In financtal posilion and cash flows, where applicable, thereof and the respsctive
hudgetary comparison for the General Fund for the year then ended In conformly wilh accounting
principles generally accepted in the United Stales of America,

In accordance with Govemment Auditing Slandards, we have issued our report dated Aprlt 8, 2013 an our
consideration of the Clly of Sparla, Georgla's Internal conirol over financlal reporiing and our tests of its
compliance with certaln provisions of laws, regulalions, confracls and grani agreements and other mailers.
The purpose of that repert s fo describe the scope of our testing of internal control over financial reporting
and compliance and the resulls of that fesling and nol to provide an oplnion on the internal control ovar
financial reporting or on compliance. Thal report Is an Integral part of an audit performed In accordance with
Govermment Audifing Standards and should be considered in assessing the resulls of our audlt,

Tha Cily of Sparla has no! presented management's discussion and analysis that the Governmental
Accounling Standards Board has delernnined is necessary (o supplement, allhough not raquired to be part

of, tha bhasic financial slatements,

The budgelary comparison Informalion an pages 27 through 30 Is not a requlred pari of the basic financial
slatemenis bul Is supplameniary Information required by the Governmental Accounting Standards Board,
Woe have applied certain limited proceduras, which consistad principally of inquiries of managemeant
regarding the methods of measurement ahd prasentation of the required supplsmentary informatlon,
Howaever, we did not audit ihe informafion and express no opinion on it.

MEMBERS OF THE AMERICAN INSTITUYE OF CPAs AND THE GEORGIA SOCIETY OF CPAs



. Our audit was conducled for the purpose of forming apinfons on the financial statements that collectively
comprise Cily of Sparta, Georgla’s basic financlal statements. The schedulas includad i other -
supplementary Information as described in the accompanying table of contenls, are presentad for the
purpose of additional analysis and are not a required par! of the basic financial statements. These
statemants and schedules have been subjected to the auditing procedures applied in the audit of the basic
financial slatements and, in cur opinlon, are fally statad In all material respecis In refation fo the basle

financlal slalements takon as a whole.

Wy 8 g, fc.

April 8, 2013 )
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CITY OF SPARTA, GEORGIA

Exhibit 1
STATEMENT OF NET ASSETS
APRIL 30, 2012
Primary Government
Governmontal Business-type
Activities Activities Total
Assets
Cash and cash equivalents 26,380 % 16,111 $ 4240
Resfricted assels - 128,534 126,534
Raceivables, net of allowances for uncollectible:
Taxes 195,243 - 195,243
Accounts 9,620 181,546 191,186
Intergovernmental 29,078 - 26,078
Gther - 39,227 39,227
Internal balances - 135,999 {135,999) -
MNotes receivable 293,988 - 293,988
Prepaid expenses 5,756 11,612 17,268
Capital assets:
Land and other non-depreciable assels 15,500 338,288 353,788
Other capital assets, net of depreciation 215,539 16,137,875 10,353,414
Total Assels 927,103 10,715,094 11,642,197
Liabilities
Accounts payable 160,738 204,452 365,180
Accrued interest payable - 16,556 16,556
Other current liabilittes 9,828 31,684 41,513
Compensated absences payable - current 65,131 47,686 112,747
Short term notes payable 20,500 - 20,500
Customer deposits - 87,819 87,919
Long-term obligations:
Due within one year - 211,618 211,618
Due in more than one year - 7,120,364 7,120,364
Tota! Liabilities 256,108 7,720,179 7,976,377
Net Assets
Invested in capital assets, net of related debt 231,039 3,144,181 3,375,220
Restricted for:
Debt service - 35,348 35,348
Grant agreement 306,680 - 306,680
Unrestricted 133,186 (184,614} {61.,428)
Total Net Assets 670,006 § 2,994,915 $ 3,665,820

The accompanying Noles to the Financial Stalemants are an integral parl of Ihis statement
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CITY OF SPARTA, GEORGIA

EXHIBIT 3
BALANCE SHEET
GOVERNMENTAL FUNDS
APRIL 30, 2012
Other Total
Governmental Governmental
General Funds Funds
ASSETS '
Cash and cash equivalents 3 13,688 § 12,692 § 26,380
Receivables, net of allowances for unceollectibles:
Taxes 195,243 - 195,243
Accounts 9,620 - 9,620
Intergovernmental 298,078 - 29,078
Noles receivable - 293,988 293,988
Due from other funds 135,999 - 135,999
Prepaid expenditures 5,756 - 5,756
Totat Assets $ 389384 § 306,680 § 696,064
LIABILITIES AND FUND BALANCES
Liabilitles:
Accounts payable $ 160,738 § - 8 160,738
Accrued expenses 9,829 - 9,829
Short-term notes payable 20,500 - 20,500
Deferred revenues 209,731 - 209,731
Total Liabilities 400,798 - 400,798
Fund Balances {Accumulated Deficit):
Restricted for grant agreement - 306,680 306,680
Unreserved, reported in General Fund {11,414) - {11,414)
Total Fund Balances {Accumulated Deficit) {11,414} 306,680 295,266
Totaf Liabilities and Fund Balances {Accumutated Deficit) 3 389,384 § 306680 $ 696,064

Tie accompanying Noltes to the Financial Sletemenls are an inlegral part of this statement

5.



CITY OF SPARTA, GEORGIA :
) EXHIBIT 4

RECONCILIATION OF NET ASSETS —-GOVERNMENTAL FUNDS IN THE STATEMENT OF NET ASSETS
TO TOTAL FUND BALANCE - GOVERNMENTAL FUNDS ON THE BALANCE SHEET
FOR THE YEAR ENDED APRIL 30, 2012
Fund batance - total governmental funds $ 295,266
Amounts reported for governmental activities in the statement of net assets
are different because:
Some liabilities are not due and payable in the current
period and therefore are not reported in the funds -
Compensated absences (65,131)
Other long-term assets are not available to pay for current period
expendituraes and, therefore, are deferred in the funds 209,731
Capital assets used in governmental activities are not financial resources
and therefore are not reported in the funds 231,039
Net assets of governmental activitios 3 870,905 .

The sceompanying Noles [o the Financlal Statements are an Integral part of 1his statement
-6



CITY OF SPARTA, GEORGIA

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES EXHIBITS
GOVERNMENTAL FUNDS
FOR THE YEAR ENDED APRIL 30, 2012
Other Total
Governmenlal Governmentat
General Funds Funds
Revenues:

Taxes $ 692,477 % - 692,477

Licenses and permits 13,667 - 13,667

Fines and forfeitures 76,419 - 76,419

Charges for services 105,565 - 105,565

Grant revenues 19,071 - 19,0714

Other revenuas 9,072 3,136 12,208

Total revenues 916,271 3,138 919,407
Expenditures:
Current:
General govarnment 251,686 4,895 256,581
Administration 56,382 - 56,382
Public safety 400,655 - 400,655
Street maintenance 231,894 - 231,894

Infergovernmental payments fo other governments or agencies 21,222 - 21,222

Debt service 4,545 - 4,545

Capital cutlay - - -

Total expenditures 966,384 4,895 971,278
Deficiency of Revenues Under Expenditures {(560,113) {1,759) {51,872)
Other Financing Source -

Transfers in 28,801 - 28,801
Net Change In Fund Balance {21,312) (1,759} {23,071}
Fund Balance (Accumutated Deficit), Beginning (12,602) 308,439 295,837
Prior period adjustment 22,500 - 22,500
Fund Balance, Baginning - as restated 9,898 308,439 318,337
Fund Balance (Accumulated Deficit), Ending $ {11,414) $ 308,680 295 268

The accompanying Notes to tha Finsnciel Stalemenls are an Integrel part of this statement

A




CITY OF SPARTA, GEORGIA

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES, AND

EXHIBIT 6

CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES

FOR THE YEAR ENDED APRIL 30, 2012

Net change in fund balances - total governmental funds

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

Depreciation expenses on governmental capital assets are included in the govern-
mental activities column in the Statement of Net Assets but are not shown in the
governmental funds

Revenues in the statement of activities that do not provids financial resources
are not reported as revenues in the funds. The amount of deferred revenues
recognized as revenue in the statement of activities is as follows:

Property taxes
Chargas for service

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

Compensated absences

Change in net assels of governmental aclivities

The acoompanying Notes to the Financial Stalements are an infegral parl of this stalement

8-

$  (23,071)

{51,293)

(1.510)
5,000

{4,340}

$  (75115)



CITY OF SPARTA, GEORGIA

GENERAL FUND
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE - BUDGET AND ACTUAL
FOR THE YEAR ENDED APRIL 30, 2012

EXHIBIT 7

Revenues:

Taxes

Licenses and permits
Fines and forfeitures
Charges for services
Grant revenues
Other revenues

Total revenues

Expenditures:
General government
Administration
Public safety
Slree! maintenance
Payments fo othar governmental agencios
Debt service
Capital outlay
Total expenditures
Deficiency of Revenues
Under Expenditures

Other Financing Sources:
Proecseds from long term debt

Transfers in
Total other financing sources

Deficiency of Revenues and Other
_Financing Source Under Expenditures

Fund Balance {Accumulated Deficit), Beginning
Prior period adjustment

Fund Balance, Beginning - as restated

Fund Balance {Accurulated Deficit}, Ending

Thie sccompanying Nofes {6 the Financial Statements are an Infegral pari of ihis siafement

Variance with

Budgeted Amounts Actual Final Budget -
Original Amounts Positive {Negative)
828,669 692,477 {136,192)
14,400 13,667 {733}
115,000 76,419 {38,561}
115,000 105,565 (9,435)
- 19,071 19,071
29,879 9.072 {20,807}
1,102,948 916,271 {186,677)
288,744 261,686 32,058
68,499 56,382 12,117
399,756 400,655 20,101
303,649 231,894 64,765
122,700 21,222 101,478
1,000 4,545 {3,545)
118,600 - 102,600
1,302,948 966,384 336,564
{200,000} {50,113) 149,887
160,000 - (100,000}
100,000 28 801 {71,199}
200,600 28,801 _{171,199)
- {21,312) (21,312)
{12,602) {12,602) -
22,500 22,500 -
9,898 9,898 -
9,898 § (1t1.414) {21,312}




CITY OF SPARTA, GEORGIA

EXHIBIT 8
STATEMENT OF NET ASSETS
PROPRIETARY FUNDS
FOR THE YEAR ENDED APRIL 30, 2012
Enterprise Funds
Water and Sewer Natural Gas
Fund Fund Total
ASSETS:
Current Assets:
Cash and cash equivalents $ 11,185 $% 4,926 3 16,111
Receivables, net 119,336 62,210 181,546
Other receivables - 39,227 39,227
Due from other funds - 52,242 52,242
Prepaid expenses 5,756 5,756 11,5612
Total current assets 136,277 164,361 300,638
Noncurrent assets:
Restricted assets - cash 126,534 - 126,534
Capital assels: )
Land and other non-depreciable assets 335,341 2,947 338,288
Other capital assels, net of depreciation 10,104,212 32,863 10,137,875
Total noncurrent assets 10,566,787 35,910 10,602,697
" Total Assets 10,703,064 200,271 10,903,335
LIABILITIES:
Current Liabifities:
Accounts payable 132,843 71,608 204,452
Accrued interest payable 16,656 - 16,556
Accrued expenses 7,179 24,505 31,684
Due to other funds 188,241 - 188,241
Compensated absences payable - current 36,982 10,604 47,586
Customer deposits 87,919 ' - 87,919
Bonds and notes payables 211,618 - 211,618
Total cuirent liabilities 681,338 106,718 788,056
Noncurrent liabilities-
Bonds and notes payables 7,120,364 - 7,120,364
Totai Liabilities 7,801,702 106,718 7,908 420
NET ASSETS:
Invasted in capital assets, net of related daebt 3,108,271 35,910 3,144,181
Unrestricted - {242.257) 57,643 (184,614)
Restricted for debt service 35 348 - 35,348
Total Net Assets : $ 2,901,362 3 93,553 3 2,994,915

The accompanying Notes fo the Financial Slalements are an Inltegrs! part of this stalement

-10-



CITY OF SPARTA, GEORGIA

EXHIBIT 9
STATEMENT OF CHANGES IN NET ASSETS
PROPRIETARY FUNDS
FOR THE YEAR ENDED APRIL 30, 2012
Enterprise Funds
Water and Sewer Natural Gas
Fund Fund Total
Operating Revenues:
Water reventies $ 724,025 § - 8 724,025
Sewer revenues 595,901 - 595,801
Gas revenuss - 726,227 726,227
Penalties 28,286 10,217 38,503
Total operating revenues 1,348,212 736,444 2,084,656
Operating Expenses:
~Salaries 355,247 115,606 470,853
Payrolf taxes 26,666 8,172 34,838
Retirement expense 11,100 10,800 21,900
Group insurance 11,400 16,800 31,200
Workers compensation insurance 2,969 78,250 81,219
MNatural gas purchases - 410,245 410,245
Travel expenses 645 1,659 2,304
Office expenses 7,373 3,876 11,249
Insurance 31,057 21672 52,729
Repairs and mainienance 104,643 10,878 115,621
Professional and technical services 35,885 30,074 65,959
Testing and monitoring 27,180 - 27,160
Depreciation 684,223 6,133 690,356
Pumping expense 73,498 - 73,498
Adveriising 253 - 253
Supplies 9,524 - 8,524
Chemicals 45,952 - 45,952
Telephone 3,836 3,394 7,230
Utilitiag 107 464 4,187 111,651
Uniforms - 3,795 3.795
Miscelfaneous 52,808 2835 55,833
Total operating expenses 1,591,793 731,576 2,323,369 -
Operating income (loss) (243,681) 4,868 (238,713)
Non-operating Revenue {Expense): _
Interest income 552 100 652
Interest expense {343,140) - . (343,140)
Total non-operating revenue {expense) (342 588) 100 {342,488)
Net income (loss) before transfer (586,169) 4,968 (581,201)
Transfer to other funds - {28,801 (28,801)
Change in net assets (588,169) (23,833) (610,002}
Total net assets, beginning 3,487 531 117,386 3,604,817
Total net assets, ending $ 2,901,362 % 93553 3 2,994 915

The accompanying Notes fo the Financial Stafamants are an Infegral part of this statement

Iy o



CITY OF SPARTA, GEORGIA

EXHIBIT 10
STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS
FOR THE YEAR ENDED APRIL 30, 2012
Enterprise Funds
Water and Sewer Natural Gas
Fund Fund Total
Cash Flows from Operating Activities:
Receipts from customers $ 1,367,427 $ 716,887 § 2,084,314
Payments to suppliers (461,171} {383,003) {854,174}
Payments to employees {408,235} {243,210} | {652,445)
Payments to others {62,551) {38,246) (100,797) -
Payments from {to) other funds 121,243 {47,582) 73,661
Nef cash provided by (used In} operating activities 655,713 {5,154) 550,558
Cash Fiows from Noncapital Financing Actlvities -
Transfer from {to) other funds - {28,801) (28,801)
Net cash provided by {used In} by noncapital financing activities - {28,801) {28,801
Cash Flows from Capital and Related Flnancing Actlvities:
Acquisition of capitat assefs {60,785) - (60,785}
Borrowings of capital debt 96,780 - 98,780
Principal payments on capital debt {209,561} - {209,561}
Interast payments on capital debt {343.521) - {343,521)
Net cash used in capital and related financing activities (517,087) - (517.087)
GCash Flows from investing Activitles -
Interest income 552 100 652
Net increase In cash and cash equivalenis 39,178 {33,855} 5,323
Balances - heginning of year 98,541 38,781 137,322
Balances - end of year § 137,719 3§ 4,926 3 142 645
Reconciliation of operating loss to net cash provided
by operating activities:
QOperating loss $ (243,581) & 4,868 § {238,713}
Adjustments to reconclie operating loss to net
cash provided by operating activities:
Depreciation ) 684,223 6,133 690,356
Net change in assels and liabilities aflrdbutable to
operations:
Accounts recetvable 17,716 13,710 31,426
Other receivables - {39,227) {39,227}
Customers deposits 1,499 - 1,499
Accounts payable {25,281) 46,407 21,128
Due from other funds - {47,582} (47,582)
Prepaid expenses {2,387} 5,960 3,573
Accruad interest payable (202) - (902)
Compensated absences payable 3,183 4,577 7,760
Due to other funds 121,243 - 121,243
Net cash provided by (used in} operating activities 8 565,713 § (5,154} § 550,559
Components of Cash and Cash Equivalents:
Unrestricted cash and cash equivalents $ 11,185 § 40268 $ 16,1114
Restricted cash and cash equivalents 126,534 - 126,534
Total cash and cash eqgulvalents s 137,718 § 4,926 § 142 845

The accompanying Noles to the Financial Statements are an inlegral part of liis statement
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CITY OF SPARTA, GEORGIA

NOTES TO FINANCIAL STATEMENTS

FOR THE YEAR ENDED AFRIL 30, 2012

L

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements of the City of Sparta, Georgia have been prepared in conformity with generally accepted
accounting principles (GAAP) as applied to Government units. The Governmental Accounting Standards Board (GASB)
is responsible for establishing GAAP for state and locai governments through its pronouncements. The more significant
accounting policies established in GAAP and used by the City are described below.

The reporting entity is comprised of the primary government and any component units or other organizations that are
included to ensure that the financial statements are not misleading. The primary government of the City consists of all
funds, departments, boards and agencies that are not legally separate from the City.

Component units are legafly separate organizations for which the City Is financially accountable. The City is financially
accolntable for an organization if the City appoints a voling majority of the organization’s governing board and (1) the
City is able to significantly infiuence the programs or services performed or provided by the organizations; or {2} the City
is fegally entitled to or can otherwise access the organization’s resources; the City is legally obligated or has otherwise
assumed the responsibility to finance the deficils of, or provide financial support to, the organization; or the City is
obligated for the debt of the organization. Component units also may include organizations that are fiscally dependent
on the City in that the City approves the budget, levies their taxes or issues their debt. As of Aprit 30, 2012, City of
Sparta, Georgia had no component units.

A. Government-wide and Fund Financial Statemenis

The government-wide financial statements {i.e., the statement of net assets and the statement of changes in net
assets) report information on all of the nonfiduciary aclivities of the primary government. For the most part, the
effect of interfund activity has been removed from these statements. Governmental activifies are supporied by
taxes and intergovernmental revenues and are reported separately from business-type activities, which rely to a
significant extent on fees and charges for support,

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

Separate financial statements are provided for governmentat funds, proprietary funds and fiduciary funds, even
though the latter are excluded from the government-wide financial statements. Major individual governmental
funds are reported as separate columns in the fund financial statements.

B. Measurement Focus, Basis of Accounting and Basis of 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 and fiduciary fund financial statements. Revenues are
recorded when earned and expenses are recorded when a lability is incurred, regardiess of the timing of refated
cash flows. Property taxes are recognized as revenues in the year for which they are levied. Grants and simitar
items are recognized as revenue as soon as all eligibility requirements imposed by the provider have baen met.
Governmental fund financial statements are reported using the current financial resources measurement focus and
the modified accrual basis of accounting. Revenues are recognized as soon as they are both measurable and
available. Revenues are considered to be available when they will be collected within the current period or soon
enough thereafter to pay lfabilities of the current period. For this purpose, the Government considers revenues to
be available if they are collected within 80 days of the end of the current fiscal period. Expenditures generally are
recqrded when a liability is incurred, as under accrual accounting, '
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However, debt service expenditures, as well as expenditures related to compensated absences and claims and
judgments, are recorded only when payment is due.

Property laxes, franchise taxes, licenses and interest associated with the current fiscal period are all considered to
be susceptible to accrual and so have been recognized as revenues of the current fiscal period. Only the portion of
special assessments receivable due within the current fiscal period is considered to be susceptible to accrual as
revenue of the current period. All other revenue items are considered to be measurable and avaitable only when
cash is received by the government.

The City reporis the following major governmental funds:

The General Fund is the general operating fund of the City of Sparia, Georgia. Itis used to account for all financial
resources of the general Government, except those required to be accounted for in another fund.

The City reports the following major proprietary funds:

The Waler and Sewer Fund accounts for the provision of water/sewer services to the residents of the City. The
Natural Gas Fund accounis for the provision of natural gas services to the residents of the City.

Additionally, the City reports the following fund type -

The Special Revenue Fund accounts for revenue sources that are legally restricled to expenditure for specific
purposes. The City currently utitizes the Redevelopment Fund as a Speacial Revenue Fund.

GASB 34 sliminates the presentation of Account Groups, but provides for these records o be maintained and used
to account for fixed assets and long-term liabilities that are not reflected on the balance shaet of Governmental type
funds due to the current financial resources measurement focus that they use.

Private-sector standards of acecounting and financial reporiing issued prior to December 1, 1989, generally are
followed in both the government-wide and proprietary fund financial statements to the extent that those standards
do not conflict with or contradict guidance of the Governmental Accounting Standards Board. Governments also
have the option of following subsequent private-sector guidance for their business-type activities and enterprise
funds, subject to this same limitation. The City has slected not fo follow subsequent private-sector guidance.

Governmental aclivities have been consolidated in the government-wide financial statements. Totalgovernmental
funds have been combined with general fixed assets and long term liabilities. The effect of interfund activity has
been removed from the government-wide financial statements. Due toffrom other funds have been eliminated as
well as operating transfers between funds. The net operating loss from internal service funds has been chargedto
the functional expense categories hased on employee insurance claims submitted by depariment. Amounts
reported as program revenues include 1) charges to customers or applicants for goods, services, or privileges
provided, 2} operating grants and contributions, and 3} capital grants and contributions, including special
assessments. [nternaily dedicated resources are reportad as general revenues rather than as program revenues.
Likewise, generaf revenuses include all taxes.

Proprietary funds distinguish operating revenues and expenses from nonoperating items. Operating revenues and
expenses generally result from providing services and producing and delivering goods in connection with a
proprietary fund’s principal ongeing operations. All revenues and expenses not meeting this definition are reported
as non-operating revenues and expenses, including operating grants, investment earnings and interest expense.

When both restricted and unrestricted resources are available for use, it is the Government’s policy to use
réstricted resources first, then unrestricted resources as they are nesaded.
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C. Assets, Liabilities and Net Assets or Equity

1.

Deposits and Invesfipents - Cash includes amounts in both interest-bearing and non-interest-bearing
demand deposits. State statutes authorize the Government to invest in obligations of the U.S. Treasury,
obligations of the State of Georgia or any other states, obligations fully insured or guaranteed by the United
States government or governmental agency, Local Government Investment Pool, commereial paper, corporate
bonds, obligation of other political subdivisions of the State of Georgia and repurchase agreements. Any bank
deposit in excess of the total FDIC insured amount must be secured by an egtiivalent amount of State or U.S.

obligations.

For purposes of the statement of cash flows, the proprietary funds consider alt highly liquid investments with
malurity of three months or less when purchased to be cash equivalents.

Receivables and Payables - During the course of operations, numerous transactions occur between
individual funds for goods provided or services rendered. The current portion of these interfund receivables
and payables are classified as "due from other funds” or "due to other funds” in the governmental funds.

Non-current portions of tong-term interfund loans recelvable/payable are reperted as “advances fo other funds”
or “advances from other funds”. Advances receivable in the Governmental funds are offset equally by a fund
balance reserve account, which indicates that they do not constitute expendable available financial resources
and therefore are not available for appropriation and are not expendable available financiat resources.

Prapald [tems - For prepaid expenditures in the government-wide and fund financial statements, the City
reports the expenditures during the benefiting period.

Resftricted Assels — Ceriain assets, cash, of the Water and Sewer Fund are classified as restricted assets
hecause their use is completely restricted fo the payment of the revenue and honds payable.

Capital Assets — Capital assets, which include property, plant equipment and infrastructure assets (e.g.,
roads, bridges, sidewalks and similar itemns), are reported in the applicable governmental columns in the
government-wide financial statements. Capitat assets are defined by the Government as assets with an initial,
individual cost of more than $1,000 and an estimated useful life in excess of two years. Al purchased fixed
assets are valued at cost where historical records are available and at an estimated historical cost where no
historical records exist. Donated fixed assets are valued at their estimated fair market value on the date
received. General infrastructure assets acquired prior to May 1, 2004 are not reported in the basic financial

statemnents.

The costs of normal maintenance and repairs that do not add to the valus of the asset or materially extend
asset lives are not capitalized. Improvements are capitalized and depreciated over the remaining useful lives

of the related fixed assets, as applicable.

Major outlays for capital assets and improvements are capitalized as projects are constructed. GASB
statement 37 prohibits the capitalization of interest on assets constructed for use In governmental activities.
However, interest from debt not considered to be generallong-term debt may be included as part of the cost of |
assets constructed for business-type activities. The total interest expense incurred by the City during the
current fiscal year was $351,011. Of this amount, $3,326 was included as part of the cost of capital assets
under construction in connection with public building construction projects.
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Property, plant and equipment of the primary government, as well as the component units, is depreciated
using the straigit line method over the following estimated useful lives:

Assefs Years
Buildings 16-35
Infrastructure 20
Furniture and fixtures 7-10
Machinery and equipment 5-15
Vehicles 3-10

Cempensated Absences - It is the Government's policy to permit employees to accumulate earned but
unused paid leave benefits. All paid leave benefits are accrued when incurred in the government-wide,
proprietary and fiduciary fund financial statements. A lability for these amounts is reported in the
governmental funds only if they have matured, for example, as a result of employee resignations and

refirements.

Long-term Obligations - In the government-wide financial statements, and proprietary fund types in the fund
financial staternents, long-term debt and other long-term obligations are reported as liabilities in the applicable
governmental activities, business-type activities, or propriefary fund type statement of net assets. Bond
premiums and discounts, as well as issuance cosls, are deferred and amortized over the fife of the bonds
using the effective interest method. Bonds payable are reporfed net of the applicable bond premium or
discount. Bond issuance costs are reported as deferred charges and amortized over the ferm of the related

debt.

In the fund financial statements, governmental fund types recognize bond premiums and discounts, as well
as bond issuance costs, during the current pericd. The face amount of debt issued is reported as other
financing sources. Premiums received on debt issuances are reported as other financing sources while
discounts on debt issuances are reported as other financing uses, Issuance costs, whether or not withheld
from the actual debt proceads received, are reported as debt service expenditures.

Fund Equity - Reservas represent those portions of fund equity not appropriable for expenditure ar legatly
segregated for a specific future use. Designated fund balances represent tentative plans for future use of
financial resources. Contributed capital is recorded in the proprietary fund that has received contributions from
the general fund. Prior contributed capital amounts have been restated as either net assets restricted,
unrestricted or invested in capital assets, net of related debt,

Fund Balance

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

Nenspendable — Fund balances are reperted as nonspendable when amounts cannot be spent
because they are either (a} nol in spendable form (i.e., items that are not expected to be converted to
cash) or {b) lagally or contractually required to be maintained intact.

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

Committed — Fund balances are reported as committed when they can be used only for specific
purposes pursuant to constraints imposed by format action of the Board of Commissioners through
the adoption of a resolution. Only the Board of Commissioners may modify or rescind the

commitment.
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Assigned - Funds balances are reported as assigned when amounts are constrained by the
County's intent to be used for specific purposes, but are neither restricted nor committed.

Unassigned — Fund balances are reported as unassigned when the balances do not meet any of the
above criterion. The County reports positive unassigned fund balance only in the General Fund.
Negative unassigned fund balances may be reported in all funds.

The County uses restrictad amounts to be spent when both restricted and unrestricted fund batances are
available, unless there are legal documents/contracts that prohibit the use of restricted fund balances, such as
grant agreements that require a dollar match. Additionally, the County would then use committed, assigned
and lastly, unassigned amounts from the unrestricted fund balances when expending funds.

Net Assets

Invested in capifal assets, net of related debt — This amount consists of capital assets nat of
accumuiated depreciation and reduced by outstandmg debt that atfributed to the acquisition,
construction or improvement of the assefs.

Restricted net assets — This amount is restricted by extemal creditors, grantors, contributors or
taws or regulations of other governmenis.

Unrestricted net assets — This amount is all nat assets that do not meet the definition of “invested
in capital assets, net of related debt” or “restricted net assets.”

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

fl. STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY

A,

Budgets and Budgetary Accounting

The annual budget is the financial plan for the operation of the City of Sparta, Georgia for the ensuing annual
peried. The budget process provides for a professional management approach to the establishment of priorities
and the implementation of work programs while providing an orderly means for control and evaiuation of tha
financial posture of the Government. The Gity of Sparta budgets are adopted on a basis generally consistent with
GAAP inasmuch as encumbrances are not recorded. Annual appropriated budgets are adopted for the General
Fund and the Redevelopment Fund. Prior to the fiscal year end, the Council prepares a proposed operating budget
for the year commencing the following May 1. The operating budget includes proposed expenditures

and the means of financing them. The City hofds a public hearing on the budget, giving notice thereof at least ten
days in advance by publication in the official organ of the City of Sparia, Georgia. The budget is then revised and
adopted or amended by the Cily shortly after the beginning of the year to which it applies. The budget so adepted
may be revised during the year only by formal action of the City in a regular meeting and no increase shall be made
therein without provision also being made for financing same. The City Clerk is delegated to transfer sums within
departments. No increase in the departmental budgets for the City may be made without the approval of the City
Council and amendments to the budget. The general fund is subject to budgetary controf on a department basis.
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" B. Excess of Expendifures over Appropriations in Individual Funds of the General Fund

The individual funds, which had expenditures in excess of appropriations, as welf as the object level within each
fund af which the excess was incurred, are as follows:

Expendilures

Over
General Fund: Expenditures _Appropriations  Appropriations
Current Operating Expendifures:
Debt Service -
Interest and other charges $ 4,545 § . 4,000 § 3,645

Hi, DETAILED NOTES ON ALL FUNDS

A. Deposits and Investments

Investments — The Government owns no investments as of Agril 30, 2012.

Cusfodial Credit Risk - Deposits — In the case of deposits, this is the risk that in the event of a bank failure, the
government's deposits may not be returned o it. The government does not have a deposit policy for custodial
credit risk. As of Aprif 30, 2012, $0 of the government’s bank balance was exposed to custodial credit risk.

As of April 30, 2012, the City did not have a formal investment policy.

Additional disclosures with regards to deposits and investments can be located in the Summary of Significant
Accounting Policies under the Assels, Liabilities and Equity section.

B. Propeity Taxes

Stale law requires that property taxes be based on assessed value that is 40% of fair market vatue. All real and
personal property are valued as of January 1 of each year and must be declared and reported on a return for tax
purposes by May 1. Upon completion of all assessments and tax returns, the information is turied over to the
Hancock County Tax Appraiser, for compilation of the tax digest. The completed tax digest must be submitted to
the State Revenue Comimissioner for approval. The State Revenue Commissioner must ascertain that real

property on the tax digest has been assessed at the state mandated forty percent (40%) of fair market valus, If
not, the commissioner may require an across the board percentage adjustment to all real properly. The City
distributes tax notices and collects tax payments. Property taxes are usually levied on assessed valuation on
August 20 and are due by November 20 and considered delinquent by November 21. Property taxes are attached
as an enforceable lien on the day the taxes become delinquent. The total real and personal property tax levy is
recorded as revenue in the fiscal ysar in which such amounts will be available (collected within 80 days of year-

end).

The City levied a tax of 12.9 mills on the tax value of all taxable property in the City for calendar year 2011. The
net digest for 2011 on property in the Cily was $21,401,938 and the fax levied amounted to $276,085. The fotal
real and personat property tax levy is recorded as revenue in the fiscal year in which such amounts will be available
{coflected as of year-end} as net current assets. In the accompanying financial statements, the portion of the
property tax levy for the tax year 20141 collectad during the current year, and within 60 days of year-end, has been
recognized as revenue. ‘
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Property taxes receivable, shown net of allowance for uncollectibles, at April 30, 2012, is composed of the
following:

Year of Levy:

2011 $ 87,253
2010 62,954
2009 35,821
2008 28,586
2007 22,841
2008 14,808
2005 11,568
Prior {o 2005 29,940
Total taxes receivable 203,771
Less - allowance for uncoilectibles (98,628)

Net receivable § 195,243

The allowance for uncollectible property taxes was determined as follows:

Year of Percentage Qutstanding Amount Altocated
Levy Allocation Balance To Reserve
2011 10% % 87,253 § 8,725
2010 20% 62,954 12,591
2009 30% 35,821 10,746
2008 40% 28,586 11,434
2007 50% 22,841 11,424
2006 80% 14,808 8,885
2005 70% 11,568 8,008
2004 80% 13,237 10,589
2003 90% 8,639 5,975
2002 100% 10,064 10,064

Total $ 293,771 § 08,5628
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C. Accounts Receivable

Primary Government

Receivables at April 30, 2012 for the City's individual major funds and non-major funds in the aggregate, including
applicable allowances for uncollectible accounts, are as follows:

Water and Nafural Non-major
General Sewer Fund Gas Fund Funds
Receivables:
Taxes $ 203,771 & - 8 - 8 -
Motes - - - 203,088
Intergovernmental 20,078 - - -
Accounis 34,765 431,238 224,801 -
Other - - 39,227 -
(Gross receivables 357,614 431,236 264,028 233,088
Less: allowance for
Uncollectibles (123,673) _ (311,900) _ (162,591) -
Nat tolal receivables $ 233941 $ 119,336 $ 101,437 § 293,988

D. Capital Assets

Primary Government

Capital asset activity for the year ended April 30, 2012 was as follows:
Primary Government

Beginning Ending
Balance Increases Decroases Balance
Governmental aclivities
Capital assets not being depreciated:
Land ) ) 15,500 & - 8 - 8 15,500
Other capitat assets:
Beildings and improvements 319,528 - - 319,529
Infrastructure 19,543 B - 19,543
Furniture and fixtures 2,223 - - 2,223
Machinery and equipment 92,989 - - 92,888
Autos and lrucks 636,540 - - 636,540
Total other capital assets at historical cost 1,070,824 - - 1,070,824
Less accumulated depreciation:
Buildings and improvements 248,386 7,056 - 255,442
Infrastructure 2,443 877 - 3,420
Furniture and fixlures 2,222 - - 2,222
Machinery and equipment 66,540 5,722 - 72,262
Autos and trucks 484,401 37,538 - 521,839
Tolal accumulated depreciation 803,992 51,293 - 855,285
Other capital assels, net 266,832 {51,293} - 215,538
Govemmential aclivilies capilal assels, net $ 282,332 $ {51,293} % - $ 231,039
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Business-fype aclivilies
Capital assets not being depreciated:
Land
Total capilal assets not being depreciated

Other capitel assets:
Buildings
Utllity systems
Machinery and equipment
Furniture and fixtures
Total other capital assets at historical cost
Loss accumulated depreciation:
Buildings
Ltility systems
Machinery and equipment
Furniture and fixtures
Total aceumulated depreciation

Other capital assets, net

Business-type aclivities capilal assels, net

Beginning Ending

Balance Increases Decreases Balance
$ 338,288 S - 8 8 338,288
338,288 - 338,288
20,357 - 20,357
20,168,563 60,785 20,229,448
338,381 - 338,381
20,707 - 20,707
20,548,108 60,785 20,608,893
23,007 721 23,728
9,536,214 660,418 10,196,632
208,694 27,870 236,564
12,747 1,347 14,094
9,780,662 690,356 16,471,018
10,767 446 (628,571} 10,137,875

$ 11,105734 §

(629,571 %

$ 10476,163

Govarnmenial aclivitles depreciation expense:

General Government

Public Safety
Street Maintenance

Total governmental acivilies depreciation expense:

Business-type activities:

Water
Natural Gas

Total business-lype activities depreciation expense

Interfund Receivahles, Payables and Transfers

The composition of interfund balances as of April 30, 2012 is as follows:

Receivable Fund

Payable Fund

General Fund

Gas Fund

21-

Woater and Sewer Fund

Waler and Sewer Fund

$ 7.475
40,534

3,284
$ 61209

$ 684,223

— 6133

$ 690,356

$

135,999

52,242

188,241

§ 188241
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The outstanding balances between funds result mainly from the time lag between the dates that (1) interfund gocds
and setvices are provided or reimbursable expenditures occur, (2) transactions are recordad in the accounting
system and (3) payments betwaen funds are made.

Transfers and payments within the reporting entity are substantially for the purposes of subslidizing operating
functions, funding capital projects and asset acquisitions, or maintaining debt service. Resources are accumulated
in a fund or component unit to suppert and simplify the administration of various projects or programs. Transfers
within the Primary Government were as follows:

Transfars Transfers
Transfers; Out In
General Fund $ - 3 28,801
Gas Fund 28,801 -
Total transfers 3 28801 3 28,801

Landfill Post-Closure Care

The City's landfill was clesed on April 1, 1994 under Georgia Environmental Protection Division (EPD) guidelines,
Since that fime, @ ground water monitoring wells, 2 surface water locators and 9 methane monitoring locations have
beeninstalled under EPD Solid Waste Guidelines. Since closure, the City has monitored the site and will continue
such monitoring, as prescribed by the EPD guidelines. During the fiscal year ended April 30, 2012, the City had
$24,921 in post-closure expenditures. Future annual costs associated with these requirements are estimated at
$11,885 per year for the remaining period of required monitoring. This annual estimate is based on costs
experienced during the initial years of required monitoring. Due to the immateriality of the estimated post-closure
costs, no liability has been established for the post-closure costs. In the fulure, significant economic inflation or
deflation, technology or applicable laws or regulations may change future estimates of the annuai costs. As of Aprit
30, 2012, financial assurance requirements are no longer required by the City in relation to the landfill.

Long-Term Debt

Primary Government Notes Payable

The 1980 Series Water and Saewer Revenue Bonds held by the U. S. Farmers Home Administration require, inthe
bond resolution approved pursuant to the issuance of the bonds, that revenues be used to pay for certain specific
designated expenditures. The 1990 Series Bond Ordinance sets forth the use of revenues of the water and sewer
system. Article V states that revenues are to be deposited to the revenue fund account, from which are paid
operation and maintenance costs, the sinking fund requirements for the 1993 bonds, the sinking fund requirements
for the 1980 and 1981 bonds, and junior and subordinate bonds. After paying these obligations, the remaining
moneys are to be paid into renewal and extension fund account. After the required payments are made into the
sinking fund and renewal and extension fund accounts, any remaining moneys may be used as the Gity may so

determine.
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The sinking fund account requires funding of the monthly interest and principle payments. Additionally, funding in
the amount of $1,900 per month is required until a reserve of $209,000 is attained for the 1990 bonds, plus a
reserve of $81,800 for the 1981 bonds, for a total of $280,800. The funding reserve account did not meet the
bonding requirements as establishad by the bond covenants. The balance of the sinking fund account as of April

30, 2012 was $25,091.

The renewal and extension fund account is to be funded with excess revenues until a $50,000 balance is attained.
Moneys in this account may be used to corract any deficiency in the sinking fund, or to make required payments of
principle and interest. The balance of the renewal and extension account as of April 30, 2012 was $10,257.

The following is a summary of long-term debt at April 30, 2012:

Water and Sewer Fund:
Bank of Hancock Counly, interim financing for Waste Water Project,

5.25% interest, maturily date of Seplember 15, 2013, principal
and interest due at maturity
Ravenue bonds held by the U.S. Farmers Home Adminisiration:
Water and sewer bonds, 1980-A Serdes, issued in the amount of $1,250,000
for water and sewer iImprovements. 5% interost rate with principal due in
aanual installments to December 1, 2018, interest payable semi-anauelly.
Annual payments are approximately $75,000. The bonds are redeemable at par.

Water and sewer bonds, 1881 Series, issued in the amount of $120,000
for water and sewer improvements. 5% interest rate with payments of
approximately $7,500 due in annual installments to December 1, 2020.
The bonds are redeemable at par.

Water and sewer bonds, 1990-A Series, issued in the amount of $1,855,000
for water and sewer improvements. 5% intorest rate with payments of
approximately $111,000 due in annual instellments to Dacember 1, 2029,

The bonds are redesmable at par.

Water and sewer bonds, 1890-B Series, issued in the amount of $1,106,000
for water and sswer improvamants. 5% interest rate with payments of
approximately $66,000 due in annual installments io Dacember 1, 2029,
The bonds are redeemable at par.

Water and sewer bonds, 2000-A Series, issuad in the amount of $2,551,000
for walter and sewer improvements. 4.5% inierest rate with payments of
approxdmately $137,760 due in annual installments fo June 1, 2041,

The bonds are redeemable at par.

Water and sewer bonds, 2000-B Series, issuad in the amount of $2,875,412
for water and sewer improvements. 4.5% interest rate with payments of
approximately $155,280 due in annuat installments to June 1, 2041.

The bonds are redeemable at par.

Total Revenue bonds held by the U.S. Farmers Home Administration

_23.

Totat Current Long-term
$ 06,780 - & 96,780
418,610 55,745 362,865
42,742 5,502 37,150
1,264,7?5 45,718 1,214,077
755,844 27,325 728,619
2,234,482 40,928 2,193,554
2,518,629 36,310 2,482,318

§ 7331,882 ¢ 211,618 § 7,120,364
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Long-term fiability activity for the year ended April 30, 2012 was as follows:

Amounts Due Ampounis Due
Beginning Ending Within Cne Within More
Long-term liabifities: Balanca Additions Reduclions Balance Year Than One Year
Govemnmental Aclivities
Compensated absences payable $ 60,791 & 4,340 % - § 65131 § 85,131 % -

The compensated absences liability will be paid from the General Fund.

Amouris Due

Amounts Dus

Beginning Ending Within One Within More
Long-term liabilities: Balance Additions Reduclions Balance Year Than One Year
Business-Type Activities
Compensated absences payable 3 39,828 $ 7,760 § - % 47,686 $ 47686 $ -
MNotes payakle - Bank of Hancock County - 6,780 - 96,780 - 98,780
Water and sewer bonds - Serles 1980-A 472,486 - 53,876 418,610 55,745 362,865
Water and sewer bonds - Series 1981 48,146 - 5,404 42,742 5,692 37,150
Water and sewer honds - Serjes 1880-A 1,310,663 - 45,898 1,264,795 45,718 1,218,077
Water and sewer bonds - Serfes 1990-8 783,089 - 27,145 755,944 27,325 728,619
Water and sewer bonds - Series 2000-A 2,270,792 - 36,310 2,234,482 40,928 2,193,664
Water and sewer bonds - Series 2000-B 2,559,557 - 40,928 2,518,629 35,310 2,482 319
Total Business-Type Activities $ 7484589 $ 104540 $ 209561 $ 7.379.568 $ 259204 $ 7,120,384

Debt service requirements to maturily for the revenue bonds are as follows;

Year Ending April 30 Principal Interest

2013 $ 222425 $ 330,907

2014 233,376 319,956

2015 245,870 307,462

2016 256,931 296,401

2017 269,587 283,745
2018-2022 1,231,455 1,239,314
2023-2027 1,425,842 928,018
2028-2032 1,155,151 508,334
2033-2037 1,100,057 365,143
2038-2041 1,084,508 129,082
Total § 72365202 § 4,798,342

Debt service requirements fo maturity for the notes payable are as follows:

Year Ending April 30 Principal
2013 $ -
2014 96,780

Total $ 96,780
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H. Short - Term Debt

Short-term liability activity for the primary government for the year ended April 30, 2012 was as follows:

Beginning Ending
Balance Additions Reductions Balance
Gavernmental activities $ 80,125 § 100500 § 160,125 $ 20,500

IV. OTHER INFORMATION

A. Risk Management

The City is exposed to various risks of loss related to torts; theft of, damage to and dastruction of assets; errors and
omissians; injuries to employees; and natural disasters. Significant losses experienced by the City are covered by
commercial insurance for all risks, except for workers compensation benefits. The City is self-insured in regards to
workers compensation benefits. During the fiscal years ended April 30, 2012 and 2011, the City paid employee
workers compensation claims in the amount of approximately $52,944 and $69,216, respactively. The Government
estimates liabilities for workers compensation claims as the claims are incurred.

A table summarizing activity involving self-insured workers compensation benefits is as follows:

2012 2011
Claims Liability, Beginning 3 . $ ,
Claims incurred throughout the year 52,044 68,216
Payment of claims (52,944) (69,216)
Other - -
Claims Liability, End % - $ -

B. Post Employment Benefiis

Voluntary payments to several retired employees are being paid at $300 per menth to each retired employee as
part of a defined confribution plan maintained and administered by the City. Payments are made at the discretion
of City Council and can be discontinued at their discretion. Retirement expense for the year ended April 30, 2012
totaled approximately $33,000. Full-ime employees, regardless of age, that meet the 20 year length of service
requirement are eligible for the benefits. Benelits may be offered to an employee under extenuating circumstances
with the approval of City Council.

C. Commitments and Contfingencies

Reservations of fund balances of Governmental funds are established to either (1) satisfy legal covenants that
require that a portion of the fund balance be segregated or (2) identify the pertion of the fund balance that is not
appropriable for future expenditures. Specific reservations of the fund balance accounts are summarized below.
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CITY OF SPARTA, GEORGIA

NOTES TO FINANCIAL STATEMENTS

FOR THE YEAR ENDED APRIL 30, 2012

Reserve Under Grant Agreenient

The reserve was created to represent those funds that are restricted for the specific use of the Redevelopment
Fund.

Balance, May 1, 2011 $ 308,439

Net change {1,759)

Balance, April 30, 2012 3 306,680
Asserted Claims

As of April 30, 2012, the City was the defendant in several lawsuits. The City's attorney assessed each of these
lawsuits as having a low probability of a negative outcome against the City.

Joint Venture

Under Georgia taw, the City, in conjunction with other cities and counties in their area, is a member of the Central
Savannah River Area Regional Development Center (CSRA RDC) and is required to pay annual dues thersto.
During its year ended April 30, 2011, the City paid $1,312 in such dues. Membership in a RDC is required by the
Officiat Code of Georgia Annotated (OCGA} Section 50-8-34 which provides for the organizational structure of the
RDC in Georgia. The RDC Board membership includes the chief elected official of each City and municipality of
the area. OCGA 50-8-39.1 provides that the member governments are liable for any debts or obligations of a RDG.
Separate financial statements may be obtained from:

Central Savannah River Area Regional Development Center
3023 Riverwatch Parkway, Suite A
Augusta, Georgia 30907

. Redevelopment Fund Note Receivable

In 1990, the City obtained a Community Development Block Grant to use as loan funds as part of the rehabilitation
of a historic downtown hotel. As the loan is repaid, a revolving loan fund will be established for similar needs. The
loan, whose balance at April 30, 2012 was $287,988, is subordinated to a Farmers Home Administration first
mortgage of $1,455,000. The loan carries interest of 1%. Annual payments of principle and interest arg $7,500. In
addition, taxes saved as a result of being in a special historic district up to $7,500 a year are to be paid as payment
in lisu of taxes. Both payments annually provide for a 30-year amoriization. Principle payments over the next five
vears average $11,400 annually.

. Prior Period Adjustment

During the fiscat year ended April 30, 2012, the City recorded a prior period adjustment to correct the beginning
Governmental Activities’ net assets as well as the baginning fund balance in the General Fund. The adjustment
was recorded to correct an overstatement in prior year's accounts payable.

. Subsegquent Events

The City performed an evaluation of subsequent events through April 8, 2013, the date upon which the City’s
financial statements were available for issus. The City has not evaluated subsequent events after this date. No
subsequent events were identified that would have required a change to the financial statements or disclosure in
the notes to the financial statements.
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CITY OF SPARTA, GEORGIA

EXHIBIT 11
REQUIRED SUPPLEMENTARY INFORMATION PAGE 1 OF 4
BUDGETARY COMPARISON SCHEDULE - GENERAL FUND
FOR THE YEAR ENDED APRIL 30, 2012
QOriginal Final Varlance with
Budgeted Budgsted Actual Flnal Budget -
Amounts Amounts Amounts Posltive {Negative}
Revenues: '
Taxes Revenues:
Ganeral propery taxes and public utilities $ 427,669 $ 427,669 $ 290,976 § {127,693}
Occupation taxes 25,000 25,000 25012 12
Franchise fees 88,000 88,000 80,367 2,367
Vehicle taxes 15,000 15,000 17,218 2,218
Mobile home taxes 3,000 3,000 1,083 {1,917}
Beer, fiquor, wine tax 55,000 55,000 53,758 (1,242)
Locat option sales fax 130,000 130,000 139,397 9,397
Insurance premium tax 85,060 85,000 65,668 {19,334}
Total taxes revenues 828,669 828,669 692,477 {138,182}
Fines and Forfeltures-
Municipal Court fines and forfaitures - 115,000 115,000 76,412 (38,581)
Licenses and Permits:
Building permits 5,000 5,000 4,430 {570}
Paradé permits 400 400 425 25
Beer and lquor licenses 8,000 8,000 7,312 (688)
Regulatory fees - - 750 750
Re-zaning application fees ‘ 1,000 1,000 750 {(250)
Total lleenses and permits 14,400 14,400 : 13,667 {733}
Charges for Services-
Garbage fees 115,000 115,000 105,565 (9,435)
Grant Revenue -
Georgia Department of Transportation grant - - 18,071 19,071
Other Rovenue -
Miscellaneous revenues 29,879 29,879 9,072 {20,807)
Total Revenues $ 1,102,948 $ 1,402,848 $ 916,271 $ (186,677}
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REQUIRED SUPPLEMENTARY INFORMATION
BUDGETARY COMPARISON SCHEDULE - GENERAL FUND
FOR THE YEAR ENDED APRIL 30, 2012

CITY OF SPARTA, GEORGIA

EXHIBIT 11
PAGE20OF 4

Expenditures:

General Government:
Salaries
Payroll taxes
Workers compensalion reserve fund
Service contracts
Utilities
Telephone
Supplias
Landfill expenditures
Dues and subscriptions’
Professional services
Repairs and maintenance
Insurance - general
Electien/Registration expenditures
Postage
Equipment rentat
Travel and training
GBCCCA
Advertising
Miscellaneous expendiiures

Total General Government

Administration:

Salaries:

Mayor

Council

City Clerk's office
Payroll taxes
Retirement expenditures
Telephone
Repairs and maintenance
Gas and oit
Travel and training
Recorders court
Dues and subscriptions
Miscellaneous expenditures

Total Adiinistration

Criglnal Final Variance with
Budgeted Budgetad Actual Flnal Budget -
Amounts Amounis Amoiints Positive (Negative)

S 43,700 % 51,200 3 50,514 686
3,343 3,343 2,000 1,343

25,200 27,200 25,138 2,062

20,000 13,500 11,287 2,213

9,000 8,000 7,676 1,328
5,000 5,000 4,685 304-

5,000 5,000 3,719 1,281

15,000 15,000 6,781 8,219

2,000 2,000 1,084 906
45,000 43,000 47,800 {4,800)

15,800 10,800 2,150 8,660
25,501 25,501 27,217 {1,718}

20,000 20,000 17,274 2,726

800 2,800 2,740 80

8OO 800 567 233

4,000 4,000 3,944 56

18,500 18,500 15,069 3,431

2,000 2,000 i.864 136

28,100 25,100 20,157 4,943

% 288,744 S 283,744 & 51,686 32,058
$ 9,600 3 9,200 & 5,200 1,000
15,000 14,000 11,250 2,750

16,000 16,000 14,362 1,638

3,089 3,089 2,600 499

3,600 3,600 3,600 -

00 200 827 73

7¢0D 700 - 700

100 100 - 100

12,800 14,100 10,773 3,327

3,600 3,600 3,600 -

2,200 2,200 1.170 1,030

1,000 1,000 - 1,000

$ 68,498 3 68,498 % 56,382 12,117

-28-




CITY OF SPARTA, GEORGIA

REQUIRED SUPPLEMENTARY INFORMATION
BUDGETARY COMPARISON SCHEDULE - GENERAL FUND
FOR THE YEAR ENDED APRIL 30, 2012

EXHIBIT 11
PAGE 3 OF 4

Public Safety:

Salaries:

Police departiment

Fire department
Payroll laxes
Retirement expendifures
Workers compensation insurance
Group insurance
Utilities
Clothing and uniforms
Supplies
Tools and hardware
Telephone
Repairs and maintenance
Gasoline and oil
Travel and training
Donations
Miscellaneous

Total Public Safety

Street Malntenance:
Salaries
Payrell taxes
Group Insurance
Retirement expendiiures
Utilities
Solid waste disposal
Street and traffic lights
Gasaoling, oil and grease
Street and road iImprovements
Repairs and maintenance
Groundwater monitoﬁng
Tools and hardware
Misceilaneous

Total Stroot Maintenance

" Variance with

QOriginal Final
Budgeted Budgeted Actual Final Budget -
Amounts Amounts Amounts Fositive (Negative)

3 250,000 % 277500 & 278,021 521
20,000 20,000 15,494 4,506
20,655 20,655 22,413 {1,768)

8,100 5,100 4,800 300

800 800 a0 720

7,501 7,501 6,599 902

16,500 16,500 15,692 868

5,500 5,500 4,029 1,471

3,900 3,900 3,703 197

200 200 52 148

12,200 12,200 11,284 916

10,100 10,100 4,975 5,125
22,700 20,700 20,785 (85)

5,450 5,450 3416 2,034

800 800 600 -

15,550 14,050 8,712 5,338

$ 399,756 § 420,756 $ 460,655 20,101
$ 32,000 $ 32,000 $ 28,304 3,696
2,448 2,448 2,011 437

7.501 7,501 6,600 901

7,200 7,200 7,200 -

2,000 2,000 1,392 608

126,000 126,000 108,694 16,308

44,000 44,000 43,878 122

11,000 11,000 7,229 3,771

35,000 28,000 2,208 25,702

7,000 7,000 4,117 2,883

27,500 27,500 18,140 9,360

300 300 206 94

1,700 1,700 915 785

g 303,649 % 206649 § 231,894 64,755
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CITY OF SPARTA, GEORGIA
EXHIBIT 11

REQUIRED SUPPLEMENTARY INFORMATION PAGE4 OF 4
BUDGETARY COMPARISON SCHEDULE - GENERAL FUND
FOR THE YEAR ENDED APRIL 30, 2012

Original Final Varfance with
Budgeted Budgeted Actual Final Budget -
Amounts Amounts Amounts Positive (Negative)
Payments to Other Government Agencles:
CSRARDC 3 1,500 $ 1,500 $ 1312 § 188
Historical Presecvation 200 200 - 200
Strealscape Project 90,000 90,000 16,910 70,080
Betier Hometown Project 1,800 1,000 - 1,000
Uncle Remus Library 30,000 30,000 - 30,000
Total Payments to Other Government Agencles 3 122700 $ 22700 3 21,222 % 101,478
Debt Service -
Interest and other charges i3 1000 % 1,000 3 4,545 $ (3,545)
Capital Outfay:
General Government $ 8,000 § 8,000 § - & 8,000
City Clerk's Office 800 600 - 600
Street Depariment 101,000 101,000 - 101,000
Pelice Depariment 9,000 - - -
Total Capital Outlay 3 118,660 § 109,600 $ - 3 109,600
Total Exppndlturos 3 1,302,048 3 1302848 § 266,384 § 335,564
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Nonmajor Governmental Fund

Special Revenue Funds are used to account for specific revenues that are
- legally restricted to expenditure for particular purposes.

* Redevelopment Fund — To account for the CDBG redevelopment loan outstanding

and the revolving loan fund created by the payments received there from.



CITY OF SPARTA, GEORGIA

EXHIBIT 12
BALANCE SHEET
NONMAJOR GOVERNMENTAL FUND
APRIL 30, 2012
Special Revenue
Redevelopment
Flnd
ASSETS
Cash $ 12,692
Notes receivable, net of uncollectible 293,088
Total Assets $ 306,680
LIABILITIES AND FUND BALANCE
Liabiiities 3 N
Fund Batance -
Restricted for grant agreement . 308,680
Total Liabifitles and Fund Balance $ 306,680
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CITY OF SPARTA, GEORGIA

STATEMENT OF REVENUES, EXPENDITURES, AND FUND BALANCES
NONMAJOR GOVERNMENTAL FUND
FOR THE YEAR ENDED APRIL 30, 2012

EXHIBIT 13

Special Revenue

Redevelopment

Fund
Revenue -
Interest income $ 3,138
Expenditures:
Miscellaneous expendituras 5
Bad debt expenditures 4,890
Total expenditures 4,895
Excess of Revenues Over Expenditures (1,759}
Fund Balance, Beginning 308,439
Fund Balance, Ending $ 306,680
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CITY OF SPARTA, GEORGIA

BUDGETARY COMPARISON SCHEDULE — REDEVELOPMENT FUND
FOR THE YEAR ENDED AFPRIL 30, 2012

EXHIBIT 14

Revenuo -
Interest income

Expenditures:
Bad debt expense
Miscellaneous expendilures

Total expenditures

Excess of Revenues Over Expenditures
Fund Balance, Beginning

Fund Balance, Ending

Qriginal and Finat

Vartance with

Budgeted Actual Finai Budget -

Amounts Amounts  Positive {Negative)

3 7,500 3 3,136 $ {4,364)
- 4,800 {4,880)

7,500 5 7,495

7,500 4,895 2,605
- {1,759} {1,759)

- 308,439 308,439

3 -3 306,680 3% 306,680
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WRIGHT & WRIGHT, P.C,
CHRTIFIED PUBLIC ACCOUNTANTS

130 NORTH HARRIS STREET ¢ POST OFFICE BOX 1014
SANDERSVILLE, GEORGIA 31082

] empil; wwpeBwrightandwrightpe.com
CLYDRE K. WRIGHT, CPA TRLEPHONR (478) 552-6146
BRIAN K. WRIGHT, CPA ) BACSIMILR {478) 552-6158

REPCRT ON INTERNAL CONTROL OVER
FINANGIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF
FINANGIAL STATEMENTS PERFORMED IN ACCORDANCE
WITH GOVERNMENT AUDITING STANDARDS

To the Mayor and Councit
Cly of Sparta, Georgla

Wa have audiled the financial stalements of the govornmentat aclivilies, the business type activities, each
mafor fund and the aggregate remaining fund information of ihe Cliy of Sparta, Georgia as of and for the
year ended April 30, 2012, which collectively comprise the Clly of Sparta's basic financial statements and
have lssued our report thereon dalted April 8, 2013. We conducted our audit in accordance wilh aueiiing
slandards generally accepied in the United Slales of America and the standards applicable to flnancial
audlts contained in Govemment Audiling Standards, lssved by the Complrolier General of the United Siates.

internal Gontrol Over Financlal Reporting

In planning and performing our audil, we consldered the Cily of Spaita, Georgla’s Internal contral over
financlal repoiting as a basis for deslgning our auditing procedures for the purpose of axpressing our opinion
on the financlal statements, but not for the purpose of expressing an opinion on the sffactiveness of the Clty
of Sparta, Georgia's Internal control over financlal reporing. Accordingly, we do not express an opinien on
iha effacliveness of the City of Sparta’s inlernal control over financial reporting.

A deficiency in internal confrol exlsts when the design or aperation of a conlrof doss nol allow management
or employses, b the normal course of performing their asslgned functions, to pravent, or delect and correct
misstatemonts on a limely basis. A maferial weakness is a deficlancy, or a combinatlon of deficiencies, in
infernal control such that there is a reasonable possiblllly thal a malerial missiatement of the enlflty's
financial statements will not be prevented, or delected and correcied on a limely basls,

Our considerailon of internal conlral over financial reporting was for the fimited purpose described in the first
paragraph of this section and was nof designed to idsnlify all deflclencies in inlernal control over financlal .
reporting that might be deficlencles, slgnificant deficiencles or material weaknesses. We did not Identify any
deflclencles in Internal control over financial reporiing that we consider to be material weaknesses, as
dafined above. However, we identified certaln deffclencles In Internal control over financlat raporiing,
dascilbed In the accampanying schedule of findings and questloned costs, thal we consider to be significant
defieiencies in Internal control over financial reporting holed as ilems 12-1 and 12-2. A significant deficiency
is a dofictency, or a combinatlon of deftcfencies, in internal conlrol that Is less severe than a material
weaknass, yel important enough to merit attention by those charge with govarnance,

Compliance and Other Maftors

As part of obiaining reasonable assurance about whether Glly of Sparia, Georgia's financial slalements are
free of materlal misslalement, we performad tesls of its compllance with certain provisions of laws,
regulations, contracts, and grant agreements, nencompliance with which could have a direct and material
effect on the determinallon of financial statement amounis. However, providing an opinion on compliance
with those provisions was nol an objective of our audit, and accordingly, we do not express such an opinion.
The results of our {ests disclosed one instance of noncompliance or other mallers noted as item 12-3 that is
ratjuirad to be reporied under Govarmment Audifing Slandards,
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Gily of Sparta, Georgla's response to the findings identified In our audit Is described In the accompanyling
schedule of findings and responses. We did not audit City of Sparts, Georgla's response and, accordingly,

we axpress no opinfon on it

This report Is intended solely for (he information and use of management, City Council, others within the
antily, and federal awarding agencles and pass-through enlities and Is not intended te be and should not be
used by anyone clher than these specified parties,

WW%’ et

Apsl 8, 2013




CITY OF SPARTA, GEORGIA
SCHEDULE OF FINDINGS AND RESPONSES
Far the Year Ended Aprll 30, 2012

12-1 Segregation of Dutles

Condition

Dus to Ihe small size of the Clly's siaff, conlrols are not praclicaf to provide adaquale segregation of duflas
In the cash recelpls and disbursements functions. :

Effect
Bacause of the fallure lo separate confrol over cash, errors or fraud that might avoid detestion are possible.

Recommendation

The GCily Council should implament other Infernal conlrols in areas where sagregalion of dulies is nol
pragclical,

Views of Responsihle Officlals

We concur and will continue Lo require dual slgnatures on checks and counell approval for non recurring
expenditures, as well as the use of dally reconcllfation proceduras across depariment Iines to help afleviate

the segregalion issues,

12-2 Accounts Recelvablo Delinquencies in Utiiities Department

GCondltion

Il was noted during the course of the audit that delinguencles I the Utlitiss Dapariment accounts
recelvables, which includes gas recelvables, water and sewer recelvables and garbage receivables, are
excessive. These large recelvable balances are partially due to cut-off procedures In place by the Utilltles

Depariment.

Effect

The ulilifies accounts receivable balances continue to Increase. During flseal year ended April 30, 2012,
lotal accounts receivable for all ufilities increased by approximately $3,200.

Recommendation

It1s recommendad that the Ciy continue to enhance their cut-off and collection efforis in the area of
accounts recaivable.

Views of Responsible Officlals

We concur and have entered inlo an agreement lo outsource the collection of dalihquent ulifity accounts.
Cut-offs are baing made on current customers not paying by the 18™ of the month,
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12.-3 Budyetary
Condition

in the Clly's General Fund, aclual expendliures excesded budget approprialions in the debt sarvice -
interest, This Is a violalion of stafe law,

Effect

Flscal conlrol and accountabilly over deparimental expendiiures may be jecpardizad.

Recommendation

The Cily should monitor the budget and amend Ji when appropriate.

Views of Responsible Officials

The City Councll will analyze budgetary financial data perledically and amend the budget when appropriate.
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