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BRIAN K. WRIGHT, CPA Facsimile (478) 552-6158

INDEPENDENT AUDITOR’S REPORT

To the Mayor and Council of the
City of Sparta, Georgia

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the business-lype
activities each major fund and the aggregate remaining fund information of the City of Sparta, Georgia, as of
and for the year ended April 30, 2017, and the related notes to the financial statemenis, which collectively
comprise the City's basic financial statements as listed in the table of contents.

Management’s Responsibilily for the Financial Statements

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

Auditor's Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. 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. Those standards require that we plan and perform the audit fo
obtain reasonable assurance about whether the financial statements are free from material misstatement.

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 sffectiveness of the enlity's internat
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 welf as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a hasis for our
audit opinions.

Opinions

in our opinion, based on our audit, the financial statements referred to above present fairly, in all material
respects, the respective financiat position of the governmental activities, the business-type activitles, each
major fund, and the aggregate remaining fund information of the City of Sparta, Georgia, as of April 30,
2017, 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.
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Other Matters
Required Supplementary information

Accounting principles generally accepted in the United States of America require that budgetary comparison
informaticn on pages 30 through 33 be presented to suppltement 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 reporiing for placing the
baslc financlal statements in an appropriate operational, economic, or historical context. We have applied
cartain imited 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 {o 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.

The City of Sparta, Georgia has not presented management's discussion and analysis that governmental
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
financials 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.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the City of Sparta, Georgia's basic financial statements. The schedules included in other
supplementary information as described in the accompanying table of contents are presented for the
purpose of additional analysis and are not a required part of the basic financial statements.

The schedules included in other supplementary information as described in the accompanying table of
contents are the responsibility of management and were derived from and relate to the underlying
accounting and other records used to prepare the basic financial statements. Such information has been
subjected to the auditing procedures applied in the audit of the basic financial statements and certain
additional procedures, Including comparing and reconciling such information directly to the underlying
accounting and other records used to prepare the basic financial statements or to the basic financial
statemants themselves, and other additional procedures in accordance with auditing standards generally
accepted in the United States of America. In our opinton, the schedules ingluded in other supplementary
information as described in the accompanying table of contents is fairly stated in all material respects in
relation to the financial statements as a whole.

Other Reporting Required by Government Audifing Standards

In accordance with Government Auditing Standards, we have issued our report dated October 31, 2017 on
our consideration of the City of Sparta, Georgla’'s internal confrol 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 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 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 Sparta, Georgia's internal control over
financial reporting and compliance.
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CITY OF SPARTA, GEORGIA

Exhibit 1
STATEMENT OF NET POSITION
APRIL 30, 2017
Primary Government
Governmentai Business-type
Activitles Activities Total
Assets .
Cash and cash equivalents $ 92426 § 214,957 % 307,383
Restricted assels - 1,147,366 1,147,366
Receivables, net of allowances for uncollectibla:
Taxes 237,254 - 237,254
Accounts 11,702 398,693 410,205
Intergovernmental 15,525 - 15,525
Other - - -
Internat balances (20,196) 20,198 -
Notes receivable 267,465 - 267 465
Prepaid expenses 5,751 11,502 17,253
Capital asseis:
Land and other non-depreciable assets 15,500 322,148 337,648
Other capital assets, net of depraciation 579,597 8,952,353 9,531,850
Total Assets 1,205,024 11,067,115 12,272,138
Liabilities
Accounts payable 98,472 178,023 276,495
Accrued interest payable - 43,688 43,688
Other current liabilities 12,863 20,606 33,489
Compensaled absences payable - current 116,473 132,181 248,654
Cusiomer deposits - 113,433 113,433
Intergovernmental payable 94,644 - 94,644
Long-term cobligations:
Dua within one year 31,283 344,412 375,695
Due in more than one year 101,255 7,812,610 7,813,865
Tolal Liabilities 454,980 §,644,953 8,099,943
Net Position
Net invesiment in capital assets 462,669 1,117,479 1,580,038
Restricted for:
Debt service - 346,152 346,152
Prepaid expenses 5,751 11,502 17,253
Grant agreement 327,944 - 327,944
Unrestricled (46,220) 047,029 900,809
Total Net Position $ 750,034 3 2,422 162 $ 3172198

The accompanying Noles fo the Financial Staterments are anintegral parl of tiis stalement
3-
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CITY OF SPARTA, GECRGIA

EXHIBIT 3
BALANCE SHEET
GOVERNMENTAL FUNDS
APRIL 30, 2017
Nen-major Total
Governmental Governmental
General Funds Funds
ASSETS
Cash and cash equivalenis b 35154 § 57,272 § 92,426
Recelvables, net of allowances for uncollectibles:
Taxes 237,254 - 237,254
Accounis 11,702 - 11,702
intergovernmental 12,318 3,207 15,525
Notes receivable - 267,465 267,465
Due from other funds 169,270 - 169,270
Prepaid expenditures 5751 - 5,781
Total Assels § 461449 § 327944 § 789,393
LIABILITIES, DEFERRED INFLOWS OF RESOURCES AND FUND BALANCES
Liabilities:
Accounts payable 98,472 § - 5 98,472
Intergoverrmental payable 94,844 - 04,644
Accrued expenses 12,863 - 12,863
Due fo other funds 179,466 - 179,466
Tolal Liabilities 385,445 - 385,445
Deferred Inflow of Resources -
Unavailable revenues 256,197 - 256,197
Fund Balances:
Nonspendable for:
Prepald expenditures 5,751 - 5,751
Restricted for:
Special programs - 327,944 327,944
Unassigned (185,944) - {185,244)
Total Fund Balances {180,193} 327,944 147,751
Total Liabilifias, Defeffed Inflows of Resources and
Fund Balances $ 451,448 8§ 327844 § 789,303

Tha accompanying Notas to the Financial Stalemenls are an integral part of this stalement

5-



CITY OF SPARTA, GEORGIA

EXHIBIT 4
RECONCILIATION OF NET ASSETS ~GOVERNMENTAL FUNDS IN THE STATEMENT OF NET POSITION
TO TOTAL FUND BALANCE —~ GOVERNMENTAL FUNDS ON THE BALANCE SHEET
FOR THE YEAR ENDED APRIL 30, 2017

Fund balance - total governmental funds $ 147,751

Amounts reporied for governmental activities in the statement of net assets
are different because:

Some liabilities are not due and payable in the current
peried and therefore are not reported in the funds -

Compensated absances (116,473)
Notes Payable (92,143)
Capital Lease {40,395)

Other long-term assets are not available to pay for current period
expenditures and, therefore, are deferred in the funds 256,197

Capital assels used in governmental activities are not financial resources
and therefore are not reported in the funds 505,007

Net pesition of governmental activities % 750,034

The accompanying Notes lo the Financial Statements are an infegral parf of this statement
G-



CITY OF SPARTA, GEORGIA
: EXHIBIT &
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES
GOVERNMENTAL FUNDS
FOR THE YEAR ENDED APRIL 30, 2017

Other Total
Governmental Governmental
General Funds Funds
Revenues!
Taxes $ 764,510 § 34,838 § 789,348
Licenses and permils 17,130 - 17,130
Fines and forfeitures 256,258 - 25,258
Charges for services 105,446 - 105,446
Intergoveramental revenues - 20,128 20,120
Other revenues 14,021 2,803 16,714
Total revenues 918,365 57,651 974,016
Expenditures:
Current:
Gengral government 167,068 14,2368 181,305
Administration 67,951 - 67,951
Public safely . 526,517 - 526,517
Street maintenance 205,677 43,013 248,680
Intergovernmentat paymenis to other governments or agencies 126,950 - 129,850
Debt service 28,130 - 29,130
Total expenditures 1,126,204 57,249 1,183,543
Deficiency of Revenues Under Expenditures {209,529} 402 (208,527)
Other Financing Source -
Proceeds from long term debt 70,511 - 70,511
Transfers in 115,071 - 115,071
Tranfers out - {5,071} {5,071)
Total other financing source (use} 185,582 (5,071} 180,511
Net Change in Fund Balance (24,347) {4,660) (2¢,016)
Fund Balance, Beginning {1565,846) 332,613 176,767
Fund Balance, Ending 3 £180,193) % 327,944 & 147,751

The acoompanying Notes to the Financial Slatermanis are an inlegral part of this statement
_7-



CITY OF SPARTA, GEORGIA
EXHIBIT 6

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES, AND
CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES
' FOR THE YEAR ENDED APRIL 30, 2017

Net change in fund balances - total governmental funds $  (29,018)

Amounis reported for governmenial activities in the Statement of Activities are

different because:
Capital oullays, reported as expenditures in governmental funds, are shown as

capital assets in the Statement of Net Assets as follows -
Total capital outlay reported as expenditures 75,266

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

governmental funds (61,787)

The issuance of long-term debt provides current financial rescurces to governmental
funds but has no effect on net assets, (70,511)

Revenues in the statement of activities that do not provide financial resources
are not reported as revenues in the funds. The amount of unavailable revenues
recognized as revenus in the statement of activities is as follows:
Property laxes (20,317}
Charges for service 1,116

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

Compensated absences {13,156)
Notes payable 9,400
Capital leases 13,083
Change in net position of governmental activities $ (85922

Tho accompanying Notes fo the Financial Stelements are an infegral part of this statement
-8~



CITY OF SPARTA, GEORGIA

GENERAL FUND

EXHIBIT 7

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE ~ BUDGET AND ACTUAL
FOR THE YEAR ENDED APRIL 30, 2017

Revenues:

Taxes

ficenses and pemiits
Fines and forfeitures
Charges for services
Grant revenuss
Other revenues

Total revenues

Expenditures:
General govarnment
Administration
Public safety
Streef maintenance
Payments lo other governmental agencies
Debl sefvice
Total expenditures
Deficiency of Revenues
Under Expenditures
Other Financing Source -
Proceeds from long term debt
Teansfers in
Total other financing sources

Deficiency of Revenues and Other
Financing Source Under Expenditures
Fund Balance, Beginning

Fund Balance, Ending

Variance with

Budgeted Amounts Actual Final Budget -
Original Final Amounts Positive {Negative)

3 722,528 % 722528 § 754,510 % 31,081
18,500 18,500 17,130 (2,370)
10,000 10,000 25,258 15,258

223,000 223,000 105,446 {117,554)
180,600 100,000 - {100,000)
2,254 2,254 14,021 11,767
1,077,283 1,077,283 816,365 (160,918}
373,884 373,884 167,069 208,815
88,540 88,540 67,951 20,589
458,381 458,381 526,517 (68,136}
281,678 281,578 205877 75,901
34,300 34,300 129,850 (95.650)
18,600 18,600 29,130 {10,530)
1,255,283 1,255,283 1,126,294 128,989
(178,000) (178,000) (209,929) (31,020)
125,000 125,000 70,511 {54,489)
50,000 50,000 115,071 65071
175,000 175,000 185,582 10,582
{3,000} (3,000} (24,347) (21,347)
{155,845) (155,846) (155,848) -
s (158,848) $  (158,846) §  (180,193) § (21,347}

The accompanying Notes fo the Financial Statements are an integral part of this stalament

-g-



CITY OF SPARTA, GEORGIA

EXHIBIT 8
STATEMENT OF NET POSITION
PROPRIETARY FUNDS
FOR THE YEAR ENDED APRIL 30, 2017
Enterprise Funds
Water and Sewer Natural Gas
Fund Fund Total
ASSETS:
Current Assels:
Cash and cash equivalents 3 201,337 % 13,620 % 214,957
Receivables, net 358,220 40,373 398,593
Due from other funds 248,500 - 248,500
Prepaid expenses 5751 5,751 11,502
Total current assets 813,808 59,744 873,552
Noncurrent assets:
Reastricted assets - cash 1,147,366 - 1,147,366
Capital assets:
Land and other non-depreciable assets 319,201 2,947 322,148
Other capital assets, net of depreciation 8,854 454 97,899 8,952,353
Total noncurrent assets 10,321,021 ‘ 100,846 10,421,867
Total Assets 11,134,829 160,590 11,295,419
LIABILITIES:
Current Liabilities:
Bonds and notes payable, current portion 337,887 6,525 344,412
Accounts payable 95,801 82,222 178,023
Accrued interest payable 43,688 - 143,688
Accrued expenses 13,230 7,376 20,606
Due to other funds . - 228,304 228,304
Compensated absences payable - current 87,730 44,442 132,181
Customer deposits 113,433 - 113,433
Total current liabilifies 691,778 368,869 1,060,647
Noncurrent liabilities-
Bonds and notes payables, fess current poriion 7,798 313 14,287 7,812,610
Total noncurrent liabilities 7,798,313 14,297 7,812,610
Total Liabilities 8,490,091 383,165 8,873,257
NET POSITION:
Net investment in capital assels 1,037,455 80,024 1,117,479
Unrestricted 1,255,380 {308,351} 947,029
Restricted for prepaid expenses 5,751 5,751 11,502
Restricted for debt service 346,152 . 346,152
Total Net Position $ 2644738 § (222576) § 2,422,162

The accompanying Noles to the Finencial Statemonts are an infegral parf oF this statement

-40-



Operating Revenues:

Water revenues
Sewer revenues
Gas revenues
Penalties
Total operating revenues

Operating Expenses:
Pearsonnel costs
Natural gas purchases
Travel expenses
COffice expenses
Insurance
Repairs and mainlepance
Professional and technical services
Testing and monitoring
Depreciation
Pumping expense
Advertising
Supplies
Chemicals
Telephone
Utilities
Uniforms
Miscellaneous

Total operating expenses
Operating income (loss}

Non-operating Revenue {Expense}):
Inierest income
USDA Grant Income
Bond issuance cosis
Interest expense

Total non-cperating revenue {expense}

Net income {loss} before transfer

Transfer to other funds
Change in net position

Total net position, beginning

CITY OF SPARTA, GEORGIA

EXHIBIT 9
STATEMENT OF CHANGES IN NET ASSETS
PROPRIETARY FUNDS
FOR THE YEAR ENDED APRIL 30, 2017
Enterprise Funds
Water and Sewer Natural Gas
Fund Fund Total
3 1,150,580 § - 8 1,150,680
1,048,032 - 1,048,032
- 427,566 427,566
31,028 6,941 37,961
2229832 434,607 2,664,139
641,975 200,821 842,796
- 265,216 265,216
3,084 3,800 ‘784
15,211 - 15,211
11,572 11,572 23,144
136,890 16,398 152,280
95,808 12,505 108,313
31,397 - 31,397
704,094 14,513 718,607
114,019 - 114,019
419 - 419
13,081 783 13,864
60,459 - 60,459
9,918 8,078 17,994
75,174 4,513 79,887
- 4,073 4,073
102,118 2,090 104,200
2,016,109 543,354 2,559,463
213,523 £108,847) 104,676
590 33 623
85,140 - 85,140
(425,838) - (425,938)
(299,645) (1.787) {301,432)
(639,853 {1,754) (641,607)
(426,330} (110,601) (536,931}
{110,000} - (110,000)
{536,330} (110,601) {646,931
3,181,068 {111,875) 3,089,003
3 2,644,738 3 (222 576) $ 2,422,162

Total net position, ending

Tha accompanying Noles lo the Financial Statemsnts are an infegral part of thls stetement

e



CITY OF SPARTA, GEORGIA

STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS
FOR THE YEAR ENDED APRIL 30, 2017

Cash Flows from QOperating Activities:
Receipts frem customers
Paymenis to suppliers
Paymenis to employees
Paymenis lo others
Payments from (o) other funds
Net cash provided by {used in) operating activilies

Cash Flows from Noncapital Financing Actlvitles -
Transfer frem {{o) other funds

Net cash provided by dused in) by noncapital financing aclivilies

Cash Flows from Capltal and Related Financing Activities:
Proceeds from USDA Grant
Bond Issliance eost
Acquisition of capital assels
Borrowlngs of capital debt
Principal payments on capital debt
Interest payments on capital debt
Net cash provided by capital and related financing activifies

Cash Flows from Investing Activities -
inferest income

Net increase (decrease) in cash and cash equivatents

Balances - beginning of year
Restricted
Unrestricted
Total cash and cash equlvalents

Balances - end of year

Resfricted
Lnrestricted
Total cash and cash equlvalents
Reconcillation of operating income 1o net cash provided

by operating activitles:

Opetating income

Adjustrenis 1o reconcile operaling income o net

cash provided by operating activities:
Depreciation
Net change in asse!s and liabilities alfributable {o
cperations:

Accounls receivable
Other recelvables
Customers deposits
Accounts payatble
Accrued expenses payable
Due from other funds
Prepaid expenses
Compensated absences payable
Due to others funds

Components of Cash and Cash Equivalents:
Unresiricted cash and cash equivalents
Reslricted cash and cash equivalents

Tota) cash and cash equivalents

EXHIBIT 10

Enterprise Funds
Water and Sewer Natural Gas
Fund Fund Total

% 2,135,274 % 439,797 § 2,575,071
(630,454) (294,387} (824,841)
{592,808) (200,708) {793,707y
(136,740) (20,279} (157,719)
{100,885} 62,432 (8,453)

774,196 16,155 790,351

(110,600} - (116,000}
{110,000) - (110,000}

85,140 - 85,140

(425,938) - {425,938)
{121,079} (6,755) (128,734)
1,322,239 - 1,922,239
{208,929) {7,208) (216,137)
{270.976) {1,787) (272,763)

379,667 {15,750) 363,807

560 ° 33 623

1,044,343 438 1,044,781

167,832 - 167,832

136,528 13,182 149,710

304,360 13,182 317,542

1,147,368 - 1,147,386

201,337 13,620 214,957

$ 1,348,703 § 13,620 3 1,362,323
$ 213523 3 {108,847) $§ 104,676
704,094 14,513 718,607
{104,866) 8,387 {98,469)

10,499 - 10,499

20,318 19,035 38,363
(868) {3,279 (4,147}

. 92,432 02,432
{1,697} (1,007) {2,194)

24,468 7.011 31,479
{100,885) - {100,885)

] 774,196 § 16,185 § 780,351
3 201,337 §$ 13,620 % 214,957
1,147,366 - 1,147,366

$ 1,348,703 § 13,820 $ 1362323

Tha accompanying Notes to the Financlal Statamants are an iniegral part of this staternent



CITY OF SPARTA, GEORGIA

NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED APRIL 36, 2017

NOTE 1. 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 GAARP for state and local governments threugh its pronouncements. The more significant
accounting policies established in GAAP and used by the City are described below.

The reperting 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 legally separate organizations for which the City is financially accountable. The City is financially
accountable for an organization if the City appoints a voting majority of the organization’s governing board and {1) the
City is able to significantly influence the pregrams 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 deficits 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 budgst, levies their taxes or issues their debt. As of April 30, 2017, City of
Sparta, Georgia had no component unils.

A. Government-wide and Fund Financial Statements

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

The statement of activities demonstrates the degree to which the direct expenses of a given function or segment
are offset by program revenues. Direct expenses are those that are cleady 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 privileges provided by a given function or segment and 2) grants and contributions that are
restricted to meeting the operational or capital requirements of a particular function or segment. Taxes and other
items not properly included among program revenues are reported instead as general reventiss.

Separale financiaf statements are provided for governmental funds, proprietary funds and fiduciary funds, even

though the Tatter are excluded from the government-wide financial statements. Major individual governmental
funds are reperted 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 fhe
accrual basis of accounting, as are the propriefary fund and fiduciary fund financial statements. Revenues are
recorded when earned and expenses are recorded when a fiability 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
itemns are recognized as revenue as soon as all eligibility requirements imposed by the provider have heen 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 thereafier to pay liabilities of the current period. For this purposs, the Government considers revenues fo
be available if they are collected within B0 days of the end of the current fiscal period. Expenditures generally are
recorded when a liability is incurred, as under accrual accounting.
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CITY OF SPARTA, GEORGIA
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED APRIL 306, 2017

However, debt service expenditures, as well as expendifures refated to compensated absences and claims and
judgments, are recorded only when payment is due.

Properiy taxes, 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 ofther revenue items are considered 1o be measurable and available only when

cash is received by the government.
The City reports the following major governmental funds:

The General Fundis the general operating fund of the City of Sparia, Georgia. lfis 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 Water and Sewer Fund accounts for the provision of water/sewer services fo the residents of the City. The
Nafural Gas Fund accounis for the provision of natural gas services to the residents of the City.

Addifionally, the City reports the following fund lype -

The Special Revenue Funds accounts for revenue sources that are legally restricted to expenditure for specific
purposes. The City currently utilizes the Redevelopment Fund as a Special Revenue Fund. The City currently
utifizes the Redevelopment Fund and the TSPLOST Discretionary Fund as Special Revenue Funds.

The Capital Projects Fund accounts for the acquisition of capital assets or construction of major capital projects not
being financed by proprietary or nonexpendable trust funds. The City currently utilizes the LMIG Fund as a Capital

Projects Fund.

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

Private-sector standards of accounting and financial reporting issued prior to December 1, 1988, 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 elected not to follow subsequent private-sector guidance,

Governmental activities have been consolidated in the government-wide financial statements. Total governmental
funds have been combined with general fixed assets and fong term labilities. The effect of interfund activity has
been removed from the government-wide financial statements. Due to/from other funds have been eliminated as
well as operating fransfers between funds. The net operating loss from internal service funds has been charged to
the functional expense categories based on employee insurance claims submitted by department. Amounts
reporied as program revenues include 1) charges to customers or applicants for goods, services, or privileges
provided, 2} operating grants and confributions, and 3} capital grants and contributions, including special
assessmants, [nfernally dedicated resources are reported as general revenues rather than as program revenues.
Likewise, general revenues include all taxes.,

Propriatary funds distinguish operating revenues and expenses from nonoperating ilems. Operating revenues and
expenses generally result from providing services and producing and delivering goods in connection with a
proprietary fund's principal engoing operations. All revenues and expenses not meeting this definition are reported
as non-operafing revenues and expenses, including operating grants, investment earnings and inferest expense.

When both restricted and unrestricled resources are available for use, it is the Government's policy to use
restricted resources first, then unresiricted resources as they are needed.

14



CITY OF SPARTA, GEORGIA

NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED APRIL 30, 2017

C. Assets, Liahilities and Net Assets or Equity

1.

Depasifs and Investments - Cash incfudes amounts in both interest-bearing and non-interest-bearing
demand deposits. State statutes authorize the Governiment 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, commercial 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 equivalent amount of State or U.S.

obligations.

For purposes of the statement of cash flows, the proprietary funds consider all highly liquid investmeants with
maturity of three months or fess 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 porfions of long-term interfund foans receivable/payable are reported as “advances to other funds”
or "advances from other funds”, Advances receivable in the Governmental funds are offset egually 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 financial resources.

All trade and property lax receivables are shown net of an allowance for uncollectible. The property tax
receivable allowance is equal fo 43 percent of outstanding property taxes at April 30, 2017,

Property taxes are levied as of January 1 by the City of Sparta on property values assessed as of the same
date by Hancock Counly Government. The City’s property taxes are [evied on the assessed values of all real
and personal propery including mobile homes and motor vehicles focated in the Cily. The tax levy is usually
billed by the City on October 1.

The City bills and collecis its own property taxes and the City's tax levy is recognized as revenue when levied
and uncollected taxes are recorded as deferred in the general fund.

Prepaid ltems - For prepaid expenditures in the government-wide and fund financial statements, the City
reporis the expenditures during the benefiting period.

Restricted Assets — Certain assets, cash, of the Water and Sewer Fund are classified as restricted assets
because their use is completely restricted to the payment of the revenue and bonds payabls.

Capital Assets — Capital assets, which include property, plant equipment and infrastruclure asseis (e.g.,
roads, bridges, sidewalks and similar items), are reported in the applicable governmental columns in the
government-wide financial statements. Capital assels 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. All purchased fixed
assels 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 vaiue on the date
received. General infrastructure assets acquired prior to May 1, 2004 are not reported in the basic financial

statements.

The costs of normal maintenance and repairs that do not add to the value of the asset or materially extend
asset lives are not capitalized. Improvements are capitalized and depraciated over the remaining useful lives
of the related fixed assets, as applicable.

Major outlays for capital assets and improvemenis are capitalized as projects are constructed. GASB
staternent 37 prohibits the capitalization of inferest on assets constructed for use in governmental activities,
However, interest fror debt not considered to be general long-term debt may be included as part of the cost of
assets constructed for business-type activities. The total interest expense incurred by the Cily during the
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CITY OF SPARTA, GEORGIA

NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED APRIL 30, 2017
current fiscal year was $308,079. Ofthis amount, $-0-was included as part of the cost of capital assets under
construction in connection with public building construction projects.

Property, plant and equipment of the primary government, as well as the component units, is depreciated
using the straight line method over the following estimated useful lives:

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

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

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

debt.

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

beferred Outflows/Inflows of Resources ~ In addition to assets, the statement of financial position will
sometimes report a separaie section for deferred outflows of resources. This separale 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 untit then. The Gounty has no items that fell
under this financial statement efement.

In addition fo liabllities, the statement of financial position reports a separate section for deferred inflows of
resources. This separate financial statement element, deferred inflows of resources, represenis an acquisition
of net position that applies to a future period(s) and so will not be recognized as an inflow of resources
{revenue) uniil that time. The City reporis one of these items, unavailable revenues from property taxes.
These amounts are deferred and recognized as an inflow of resources in the period that the amounts become

availabte.

Fund Equity - Reserves represent those portions of fund equily not appropriable for expenditure or legally
segregated for a specific future use. Designated fund balances represent tentative plans for fulure 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,
unresiricted or invested in capital assets, net of related debi.
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NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED APRIL 30, 2017

Fund Balance

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

Nonspendable — Fund balances are reporied as nonspendable when amounts cannot be spent
because they are either (a} not in spendable form (i.e., lems that are notexpecied to be converted to
cash) or {b) legally or contractually required to be maintained intact.

Restricted — Fund balances are reperted as restricied when there are limitations imposed on their
use elther through the enabling legistation adopted by the Cily or through external resirictions
imposed by creditors, grantors or faws or regulations of other governments.

Committed — Fund balances are reported as committed when they can be used only for specific
purposes pursuant to constraints imposad by formal action of the Cily Council through the adoption
of a resolution. Only the City Council may madify or rescind the commitment.

Assigned — Funds balances are reporied as assigned when amounts are constrained by the City'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 City reports positive unassigned fund balance only in the General Fund.
Negative unassigned fund balances may be reported in all funds.

The Cily uses restricied amounts to be spent when both resiricted and unrestricted fund balances are
available, unless there are legal decuments/contracts that prohibit the use of reskricted fund balances, such as
grant agreements that require a doltar match. Additionally, the City would then use committed, assigned and
lastly, unassigned amounts from the unrestricted fund batances when expending funds.

Deficit Fund Balance — The gas fund had a deficit fund balance as of April 30, 2017,

Net Position

Net investment in capital assets — This amount consists of capital assets net of accumulated
depreciation and reduced by outstanding debt that aftribuied to the acquisition, construction or
improvement of the assels.

Restricted net position - This amount is restricted by external creditors, grantors, contributors or
faws or regulations of other governments.

Unrestricted net position -- This amount is all net position that do not meat the definition of
“invested in capital assets, net of related debt” or "restricted net position.”

Estimates - The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect the reported amounts of
assets and liabilities at the date of the financial statemenis and the reported amounts of revenues and
expenses during the reporting period. Actual results could differ from 1hose estimates.
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NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED APRIL 30, 2017

NOTE 2. STEWARDSHIP, COMPLIANCE AND ACCOU!\ETABILITY

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
period. The budget process provides for a professional management approach to the eslablishment of priorities
and the implementation of work programs while providing an orderly means for controf and evaluation of the
financial posttire of the Government. The City of Sparta budgets are adopted on a basis generally consistent with
GAAP inasmuch as encumbrances are not recorded. Annual apprepriated budgets are adopted for the General
Fund and the Redevelopment Fund. Prior 1o 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 holds 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 Sparta, Georgia. The budget is then revised and adopted
or amended by the City shorily after the beginning of the year to which it applies. The budget so adopted 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 Cletk is delegated to transfer sums within
depariments, No increase in the departmental budgets for the City may be made without the approval of the City
Council and amendments fo the budget. The General Fund is subject fo budgetary centrol on a depariment basis.

B. Excess of Expenditures over Appropriations in Individual Funds of the General Fund

The individual funds, which had expenditures in excess of appropriations, as well as the object leve] within each
fund at which the excess was incurred, are as follows;
Expenditures

Gver
Expenditures _Appropriations Appropriations

Generai Fund -
Publfic Safety -

Utilities 39,609 15,000 24,609

Capital outlay 70,511 3,900 66,611

Miscellaneous 16,944 16,200 744
Payments to Other Governments -

Streetscape Project 32,956 30,000 2,956

Intergovenmental- Redevelopment Grant 94,644 - 04,644
Debt Service - '

Prineipal 22,483 13,600 8,883

Interest 6,647 5,000 1,647

NOTE 3. DETAILED NOTES ON ALL FUNDS

A. Deposits and Investmenis

Investments — The Government owns no investments as of April 30, 2017.

Custodial 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 fo it. The government dees not have a deposit policy for custodial
credit risk. As of April 30, 2017, none of the government's bank balance was exposed lo custodial credit risk, as
these deposits were fully insured and collateralized.

As of April 30, 2017, 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 Assets,

Liabilities and Equity section. :

_18-



B.

CITY OF SPARTA, GEORGIA
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED APRIL 30, 2017

Property Taxes
State law requires that property taxes be based on assessed value that is 40% of fair market value. 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
pueposes by May 1. Upon completion of all assessments and tax returns, the information is turned over to the
Hancock County Tax Appraiser, for compitation of the tax digest. The completed tax digest must be submitted fo
the State Revenue Commissioner for approval. The State Revenue Commissioner must ascertain that real

property on the tax digest has been assessed at the state mandated forly percent (40%) of fair market value. If
not, the commissioner may require an across the board percenfage 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 delinguent by November 21. Property taxes are attached
as an enforceable lien on the day the taxes become delinquent. The total real and parsonal property fax levy is
recorded as revenue in the fiscal year in which such amounts will be available {collected within 60 days of year-

end).

The City levied a tax of 14,284 mills on the tax value of all taxable properly in the City for calendar year 2016. The
net digest for 2016 on property in the City was $20,284,605 and the tax levied amounted to $289,745. The fotal
real and personal property tax levy is recorded as revenue in the fiscal year in which such amounts will be available
(collected as of year-end) as net current assets. in the accompanying financlal statements, the portion of the
property tax levy for the tax year 2016 collected during the current year, and within 60 days of year-end, has been

recognized as revenue,
The City had no tax abatements during the year ending April 30, 2017.

Property taxes receivable, shown net of allowance for uncollectibles, at April 30, 2017, is composed of the
following:

Year of Levy:

2016 s 75,808
2015 56,841
2014 55,841
2013 48,017
20142 45,389
2041 40,120
2010 37,830
Prior te 2010 55,471
Tolal taxes receivable 415,326
Less - allowance for uncollectibles {178,072)

Net receivable $ 237,254

18-



CITY OF SPARTA, GEORGIA
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED APRIL 30, 2017

The allowance for uncollectible property taxes was determined as follows:

Year of Percentage Qutstanding Amount Alfocated
Levy Alfocation Balance To Reserve
2016 10% $ 75,808 § 7,583
2015 20% 56,841 11,368
2014 30% 55,841 16,752
2013 40% 48,017 19,207
2012 0% 45,389 22,695
2011 60% 40,129 24,077
2010 70% 37,830 26,481

Prior to 2010 0% 56,471 49,909
Total 3 415326 $ 178,072

C. Accounts Receivable

Primary Government

Receivables at April 30, 2017 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 Natural Nen-major
General Sewer Fund Gas Fund Funds
Receivables:
Taxes $ 415,326 § - 3 - 38 -
Notes - - - 267,465
infergovernmental 12,318 - - 3,207
Accounts ) 45366 1,012,748 166,512 -
Other . - - -
Gross receivables 473,010 1,012,748 156,512 270,672
Less: allowance for
Uncollectibles {211,736) {654,528) {116,139) -
Net {otal receivables 3 261,274 § 358,220 & 40,373 $§ 270,872
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D. Capital Assets

Primary Government

Capital asset aclivity for the year ended April 30, 2617 was as follows!
Peimary Government

Beginning Ending
Balance Increases Decreases Balance
Capital assels not being depreclaled: .
Land $ 15,500 $§ - 3 - 3§ 15,5600
Othar capital assefs:
Buildings and improvementis 319,529 - - 318,529
Infrasfructure 406,119 - - 406,118
Furniture and fixtures ] 2,223 4,755 - 6,978
Machinery and equipment 165,233 - - 165,233
Aulos and trucks 727,853 70,511 B 798,364
Total other capital assets at historical cost 1,620,957 75,266 - 1,696,223
Less accumulated depreciation:
Buildings and Improvements 283,666 7,056 - 280,722
Infrastructare 33,366 10,641 - 44,007
Fumiture and fixtures 2,222 158 - 2,381
Machinery and equipment 92,883 12,171 - 112,054
Autos and trucks 535,702 31,760 - 667,462
Total accumulated depreciation 1,054,839 61,787 - 1,116,626
Other capital assets, net 566,118 13,479 - 579,687
Governmental aclivities capital assets, net $ 581,618 % 13,479 % - $ 595,087
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Business-type aclivities

Capital assets not being depreciated:
Land
Total capital assets not being depreciated

Other capital assets:
Builldings and improvemenis
Utility systems
Machinery and eguipment
Furniture and fixtures
Total ofher capital assets at historical cost
Less accumulated depreciation:
Buildings and improvemenis
Utility systems
Machinery and equipment
Furniture and fixtures
Tolal accumulated depreciation

Other capital assets, net

Business-lype activities capital assets, net

Governmenial aclivities depréciation expanse:

General Government
Public Safety
Sireet Maintenance

Total governmental activities depreciation expense:

Business-type activities:
Water
Natural Gas

Beginning Ending
Balance Increases Decreases Balance
3 338288 3 - § {16,440} 322,148

338,288 - {16,140) 322,148

20,358 16,140 - 36,498
22,235,738 103,720 - 22,339,458
476,234 20,258 - 496,493
20,707 4,755 - 25,462
22,753,037 144,874 - 22,897,911
26,612 721 - 27,333
12,843,775 674,299 - 13,518,074
337,082 42,045 - 379,127
19,482 1,642 - 21,024
13,226,951 718,607 - 13,845,558
9,526,086 {673,733} - 8,952,353
$ 9,864,374 § (573,733) $- (16,1400 $ 9,274,601

3 23,510

25,127

13,150

8 61,787

704,004

Tolal business-type activities depreciation expense

14,513

$ 718,607
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Interfund Receivables, Payables and Transfers

The composition of interfund balances as of Aprit 30, 2017 is as follows:

Payahle Fund
Gther
Nonmajor
General Governmental \Waler Gas

Receivable Fund Fund Funds Fund Fund Total
General Fund $ - % - 3 - $ 158270 $ 159,270
Water Fund 179,466 - - 69,034 248,500
Gas Fund - - - - -
Other nonmajor
governmental funds - . - - - -
Total $ 179,466 $ - § - § 228,304 § 407,770

The cutstanding balances between funds result mainly from the time lag between the dates that (1) interfund gocds
and services are provided or reimbursable expenditures occur, (2) transactions are recorded in the accounting
system and (3) payments between funds are made.

Transfers and paymenis within the reporiing entity are substantially for the purposes of subsidizing operating
functions, funding capital projects and asset acquisitions, or maintaining debt service. Resources are acocumulated
ina fund or component unit to support and simplify the administration of various projects or programs. Transfers
within the Primary Government were as follows:

Transfars In

Other
Nonmajor Total
General Governmental Water Transfers

Transfers Out Fund Funds Fund Out
General Fund 5 - § -8 - 8 -
Water Fund 110,000 - - 110,000
Other nonmajor
governmental funds 5071 - - 5,071
Total- Transfer in $ 115,071 § - 8 - % 115,071

Landfill Post-Closure Care

The City's landfill was closed on April 1, 1994 under Georgia Environmental Protection Division (EPD) guidelines.
Since thattime, 9 ground water monitoring wells, 2 surface water locators and 9 methane monitoring locations have
been installed 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, 2017, the City had
$15,615 in post-closure expenditures. Future annuat costs associated with these requirements are estimated at
$11,885 per year for the remaining period of required monitering. This annual estimate is based on cosis
experienced during the initial years of required monitoring. Due fo the immateriality of the estimated post-closure
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costs, no liability has been established for the post-closure costs. In the future, significant economic inftation or

deflation, technology or applicable laws or regulations may change future estimates of the annual costs. As of April
30, 2017, financial assurance requirements are no longer required by the City in relation to the landfill,

. Short - Term Debt

The City uses a line of credit to provide operating funds on a short - term basis throughout the year. Short-term
liability activity for the primary government for the year ended April 30, 2017 was as follows:

Beginning Ending
Balance Additions Reductions Balance
Governmental activities § 75,000 & 121674 $ 196,574 3 -
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H. Long-Term Debt

Primary Government Notes Payable

On February 28, 2017, the City refinanced ihe remaining balance of USDA bonds 1980-A, 1981, 1890-A, 1990-B,
2000-A and 2000-B with Texas Capital Bank as series 2017 bonds. As part of the refinance, the costs incurred by
the City included $369,750 as bond issuance costs, $56,188 as municipal bond insurance, £244,325 was included
to be deposited into a debi service reserve fund for the purpose of repaying the bond payments, and $651,977 was
deposited into a construction fund for the purpose of buying equipment for the water fund.

The following is a summary of long-term debt at April 30, 2017:

Water and Sewer Fund: Total Current Long-ferm

Water and sewer bonds, 2014-A Series, issued In the ameunt of $336,000

for water and sewer improvements, 2,.5% Interest rate with payments of

approximately $13,300 due In annual instaliments to February 6, 2044,

The Bends ase redeemable at par. 3 319,799 $ 8.245 $ 311,054

Water and sewer bonds, 2014-B Series, issued In the amount of $281,600

for water and sewer improvements. 2.125% interest rate with payments of

approximately $10,000 due in annual inslallments lo Februaey 8, 2044,

The bonds are redeemable at par. 266,266 7,241 252,026

Note payable - Georgls Envirenmental Finance Autharity, $125,185
for water syslem improvements, 2.4% interest rate with 240 monthly
paymenls of approximately $657 fo March t, 2038, 119,83t 5,087 114,764

Waler ang sewer bonds- Texas Capital Bank, issued in Ihe amount of $7,420,000

for refinancing water and sewer bands, maintaining a debt service reserve fund,

and crealing a conslruction fund. 3.33% interest with semi-annuat instaliments

le June 1, 2034, Payments range from approximately $245,000 1o $251,600, 7,420,000 315,000 7,105,000

Note payable - Five Star Dodge, [nc., the Gity financed the purchase 2010 Ford Ranger,
the note bears Interest rate of 5.29% with monthly payments of $252.93 and

malures on February 21, 2021, 10,304 2,334 7,970
Total Water and Sewer Fund 8,136,200 337,887 7,798,313
Gas Fund:

Nete payable - Five Star Bodge, Inc,, the City financed the purchase 2008 Ford £-260,
the note bears interest rate of 6.84% with monthly payments of $691.93 and

malures on February 15, 2020, 20,822 6,525 14,297
Total Gas Fund 20,822 8,525 14,297
Tolal Long-Term liabilities for Business-Type Activities 3 8157022 8 344412 § 7,812,810
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CITY OF SPARTA, GEORGIA

NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED APRIL 30, 2017

Long-tarm liability activity for governmental activities for the year ended April 30, 2017 was as follows:

Tetal LCurrant Leng-Term

Nota payable - Five Star Dodgs, Inc., the Cily financed the purchase 2014 Dodgs Ram,
tha note hears interest rate of 6.39% with menthiy payments of $486.01 and $ 21,632 % 4708 § 15,926
matures on.June B, 2021,

Nole payable- USDA, the City financed the purchase of two 2016 Dodge Chargers,

the nate bares interest rato of 2.75% with monthly paymenls of $1,272 and

matures on Mey 11, 2022, 70511 13,494 57,017
$ 82,143 § 18,200 § 73,943

Amounts Due Amounts Bue

Beginning Ending Within Cne Within More
Long-term liabllities: Balance Additions Reductions Balance Year Than One Year
Governmenta! Aclivilies
Compensated absences payable 5 103,317 % 13,156 $ - & 116,473 3 16,473 & -
Capital lease payable 53,478 - 13,083 40,395 13,083 27,312
N/P - Dodge Ram - Five Star Dodge, inc, 26,048 - 4,416 21,632 4,708 16,926
N/P -Two Dodge Chargers - USDA - 76,511 - 70,511 13,404 57,017
NP - Bank of Hancock County 4,984 - 4,984 - - -
Total Covernmentat Activitias $ 187,827 § 83667 % 22,483 § 249011 3 147,756 § 101,255

The compensated absences liability will be paid from the General Fund. Debt service requirements to maturity for
long-term debt is as follows:

Year Ending April 30 Pringipal

2018 $ 18,200

2019 18,886

2020 18,602

2021 20,351

2022 15,104

2023 and therafter -
§ 02,143

-26-



CITY OF SPARTA, GEORGIA

NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED APRIL 30, 2017

Amounts Bue Ameunts Due

Beginning Ending Within One Within More
Long-term liabilities: Balance Additions Reductions Balance Year Than Dne Year

Compensated absences payable $ 100,702 $ 31479 & - § 132,481 $ 132,181 & -
Notes payable - GEFA 124,778 - 4,847 119,831 5,087 114,764
N/P - F 250 - Five Star Dodge, Inc. 28,030 - 7,208 20,822 6,525 14,287
N/P - Ford Ranger - Five Star Dodge, Inc. 12,920 - 2,616 10,304 2,334 7.970
Water and sewer bonds - Se¢ies 1980-A 174,462 - 174,462 - - -
Watey and sewer bonds - Seriss 1981 18,108 - 18,108 - - -
Water and sewer bonds - Series 1990-A 1,056,486 - 1,056,496 - - -
Waler and sewer bonds - Series 1990-B 633,062 - 633,062 . - -
Waler and sewer bonds - Series 2000-A 2,071,779 - 2,071,778 - - -
Water and sewer bonds - Series 2000-B 2,335,228 - 2,335,228 - - -
Water and sewer bonds - Series 2014-A 325,841 - 5,242 319,798 8,245 311,564
Water and sewer bonds - Series 2014-B 271,016 - 4,750 266,266 7,241 250,025
Water and sewer bonds - Texas Capital - 7,420,068 - 7,420,600 315,000 7,105,000

Total Business-Type Activities $ 7,161,622 5 7451478 $ 6,313,808 $ 5,280,203 § 476,593 § 7,812,610

Debt service requirements to maturity for business-lype activities excluding compensated absences are as follows:

Year Ending April 30 Principal Interest

2018 3 344,412 $ 185,202

2019 286,301 232,814

2020 306,075 223,473

2021 304,518 220,434

2022 312,670 185,167
2023.2027 1,731,133 792,366
2028-2032 2,036,195 509,076
2033-2037 2,384,485 256,730
2038-2042 374,240 17,869
2043-2045 67,093 1,156
Total $ 8,157,022 % 2,714,287
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CITY OF SPARTA, GEORGIA

NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED APRIL 30, 2017

Capital Leases

The City has entered into a lease agreement as lessee for financing the acquisition of a Kubota tractor and cutter,
This lease qualifies as a capital lsase for accounting purposes {bargain purchase option at the end of the fease
term) and, therefore, has been recorded at the present value of the future minimum lease payments as of the date
of its Inception. The following is an analysis of the equipment leased under the capital lease as of April 30, 2017:

Governmental

Activities
Asset -
Equipment $ 65,608
Less: Accumulated depreciation (17,964}
Fotal $ 47,845

The future minimumt lease obligations and the net present value of these minimum lease payments as of Aprit 30,
2017 were as follows:

Governmental
Year Ending Aprif 30, __Activities
2018 $ 13,083
2018 13,083
2020 13,083
2021 1,146
Total minimum fease payments 40,395
Less: amount representing inferest -
Present value of minimum lease payments § 40,395

The depreciation related with the above capital lease has been included in the depreciation expense reported in
Note Ill D — Capital Assets.
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CITY OF SPARTA, GEORGIA

NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED APRIL 30, 2017

NOTE 4. OTHER INFORMATION

A. Risk Management

The City is exposed fo various risks of loss related to torts; theft of, damage to and destruction of assets; errors and
omissions; injuries to employees; and natural disasters. Significant losses experienced by the Cily are covered by
commercial insurance for all risks, except for workers cornpensation benefits. The City is sel-insured in regards to
workers compensation benefits. 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:

2047 2016
Claims Liability, Beginning $ - % -
Claims incurred throughout the year 18,864 19,190
Payment of claims {18,864) {19,190}
Other - -
Claims Liability, End $ - $ -

B. Post Employment Benefits

Voluntary payments to several retired employees are being paid at $300 per month to each retired employee as
part of a defined contribution plan maintained and administered by the City. Payments are made at the discretion
of City Council and can be discontinued at their discrefion. Retirement expense for the year ended April 30, 2017
totaled approximately $27,750. Fulktime employees, regardless of age, that mest the 20 year length of service
reguirement are efigible for the benefits. Benefits may be offered o an employee under extenuating circumstances
with the approval of City Council.

C. Commitments and Contingencies

Reservations of fund balances of Governmental funds are established 1o either (1) satisfy legal covenants that
require that a portion of the fund balance be segregated or (2) identify the portion of the fund balance that is not
appropriable for fulure expenditures. Specific reservations of the fund balance accounts are summarized below.
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Reserve Under Grant Agreement

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

Balance, May 1, 2016 $ 286,508
Net change {11,643)
Balance April 30, 2017 % 274,065

Asserfed Claims

As of April 30, 2017, the City was the defendant in several lawsuits. The City's attorney assessed each of these
lawsuits as having a Jow probability of a negative oulcome against the City.

. Joint Venture

Under Georgia law, the City, in conjunction with other cities and counties in their area, is @ member of the Central
Savannah River Area Regional Commission (CSRA RDC) and is required to pay annual dues thereto. During its
year ended April 30, 20186, the City paid $1,400 in such dues. Membership in a RDC is required by the Official
Cade 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 ofilcial 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 RDC.
Separate financial statements may be ebiained from:

Central Savannah River Area Regional Commission

3023 Riverwatch Parkway, Suite A
Augusta, Georgia 30907

. Redevelopment Fund Note Receivable

In 1990, the City abiained a Community Developrent Block Grant to use as loan funds as part of the rehabilitation
of a historic downtown hofel. As the loan is repaid, a revolving loan fund will be established for similar needs. The
loan, whose balance at Aprit 30, 2017 was $264,422, is subordinated to a Farmers Home Administration first
mortgage of $1,465,000. The loan carries interest of 1%. Annual payments of principle and Inferest are $7,500. In
addition, taxes saved as a resulf of being in a spacial historic district up to $7,500 a year are to be paid as payment
in lieu of taxes. Both payments annually provide for a 30-year amortization. Principle payments over the next five
years average $11,400 annually.

. Redevelopment Fund Grant Revenue

In a letter dated September 22, 2018, the Georgia Department of Community Affairs requested that the City return
$179,829 from the City's Redevelopment Fund. The Department alleged ihat the City had not followed the
guidefines of the 1990 Community Development Block Grant for the use of these funds. In a letier to the assistant
altorney general dated June 23,2017, the City agreed to pay $108,880 but is still in dispute over approximately
$79,000 loaned to individuals and businesses. The City has returned funds of $14,236 from the redevelopment
fund, and a payable of $94,644 has been recorded on these financial statements and included as an
intergovernmental payable in the Statement of Net Assets as of April 30, 2017,

. Subseguent Evenis

The City performed an evaluation of subsequent events through Cctober 31, 2017, the date upon which the City's
financial statements were available for issue. The Cily 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 o the financial siatements.

-30-



Required Supplementary Information Other Than Management’s Discussion and Analysis



CITY OF SPARTA, GEORGIA

REQUIRED SUPPLEMENTARY INFORMATION
BUDGETARY COMPARISON SCHEDULE - GENERAL FUND
FOR THE YEAR ENDED APRIL 30, 2017

EXHIBIT 11
PAGE 1 OF 4

Original Final Varlance with
Budgeted Budgeted Actual Final Budget -
Amounts " Amounts Amounts Positive (Negative)
Revenues:
Taxes Revenues:
Genetal property taxes and public utilities $ 331,188 % 331,186 3 319,191 {11,985}
Cecupation faxes 20,000 20,000 20,432 432
Franchise feas 41,000 51,000 82,375 {8,625)
Vehicle taxes 9,298 9,798 30,722 21,424
Mobile home 1axes 2,045 2,045 1,665 {380)
Beer, liquor, wine tax 59,000 59,000 61,445 2,445
Local option sales tax 130,000 130,000 151,238 21,238
Insurance premium tax 80,000 80,000 87,442 7,442
Total taxes revenues 722,529 722,529 754,510 31,981
Fines and Forfeitures-
Municipal Court fines and foefeitures 10,000 10,000 25,258 15,268
Licenses and Permits:
Building permils 5,000 5,000 3,955 {1,045}
Parade permits 500 500 BOD 300
Beer and ffguor licenses 13,000 13,000 12,375 (625}
Re-zoning application fees 1,000 1,000 - {1,000)
Total licenses and permits 18,500 19,500 17,130 {2,370)
Charges for Services-
Garbage fees 223,000 223,000 105,446 (117,554)
Grant Revenue -
Georgia Depariment of Transportation grant 100,000 100,000 - {1600,000)
Total grant revenues 100,000 100,000 - {100,000)
Other Revenue -
Miscellaneous revenues 2,254 2,264 14,021 11,767
Total Revenues i3 1,077,283 § 1,077,283 § 316,365 {160,818}
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CITY OF SPARTA, GEORGIA

EXHIBIT 11
REQUIRED SUPPLEMENTARY INFORMATION PAGE2OF 4
BUDGETARY COMPARISON SCHEDULE - GENERAL FUND
FOR THE YEAR ENDED APRIL 30, 2017
Original Final Variance with
Budgeted Budgeted Actual Final Budget -
Amounts Amounts Amounts Pgsitlve (Negative)
Expenditures:
General Government:
Salaries $ 21,000 $ 24,000 § 18,380 $ 2,610
Payroll taxes 2,984 2,984 1,404 1,680
Workers compensation reserve fund 14,200 14,200 13,236 64
Service contracts 10,000 10,000 8,738 1,262
Utilities 8,500 8,500 6,453 2,047
Telephone 6,800 8,800 5,399 1,401
Supplies 5,000 8,000 4,310 1,680
Landfill expenditures 5,000 5,000 - 5,600
Dues and subscriptions 8,800 9,800 g69 8,831
Professional services 45,000 45,000 33,878 11,322
Repairs and mainlenance 14,900 14,900 2,073 12,827
Insurance - generat 20,700 20,700 14,122 6,678
Election/Registration expenditures 25,000 25,000 14,203 10,797
Postage 700 700 215 485
Equipment rentat 800 800 540 260
Travel and training 4,000 4,000 3,369 631
GSCCCA 4,000 4,000 3,405 595
Advartising 2,000 2,000 1,232 768
Capital oullay 5,000 5,000 4,755 245
Miscellaneous expenditures 167,500 167,500 30,578 136,822
Total General Government % 373,884 $ 373884 3 167,068 § 206,815
Admlnistration:
Salaries:
Mayor % 5,000 % 15,000 § 12,445 § 2,555
Council 20,000 20,000 18,110 1,880
City Clerk's office 16,500 16,500 14,928 15672
Payroll taxes 3,948 3,840 2,482 1,458
Refirement expenditures 3,600 3,600 3,600 -
Telephone 1,000 1,000 303 897
Repairs and maintenance 2,600 2,600 2,400 200
Travel and fraining 18,800 18,800 8,687 10,113
Recorders court 3,800 3,900 3,600 360
Dues and subscriptions 2,000 2,000 1,230 770
Miscellaneous expenditures 1,200 1,200 166 1,034
Total Administration 3 88,540 $ 88,640 § 67,951 § 20,589
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CITY OF SPARTA, GEORGIA

EXHIBIT 11
REQUIRED SUPPLEMENTARY INFORMATION PAGE 3 OF 4
BUDGETARY COMPARISON SCHEDULE - GENERAL FUND
FOR THE YEAR ENDED APRIL 30, 2017
Oriyinal Final Varlance with
Budgeted Budgeted Actual Final Budget -
Amounis Amounts Amounts Positive (Negatlve)
Public Safety:

Salaries: .
Police department 5 327,200 % 327,200 § 322,823 % 4,617
Fire depariment 10,000 10,000 7,725 2,275

Payrcll taxes 26,781 26,781 18,951 7,830

Retirement expendifures 4,600 4,600 4,550 50

Workers compensation instrance 1,000 1,000 - 1,000

Groeup insurance 7,400 7,400 7.317 83

Utilities 15,000 15,000 39,608 (24,6008)

Clothing and uniforms 1,500 1,500 736 764

Supplies 3,400 3,400 2,300 1,100

Tools and hardware 200 200 - 2090

Telephone 15,200 15,200 14,787 413

Repairs and maintenance 12,300 12,300 10,186 2,114

Gasoline and oil 9,100 8,100 7.300 1,800

Travel and training 4,000 T 4,000 2,528 1,472

Donations 600 600 550 50

Capital ouitay 3,800 3,800 70,511 {66,611}

Miscellaneous 16,200 16,200 16,944 ) {744)
Total Public Safety $ 458,381 & 458,381 § 526,517 § {68,136)

Street Maintenance: .

Salaries 3 35,000 $ 35,000 & 32,501 % 2,498

Payroll {axes 4,678 4,678 3,002 1,676

Group insurance 8,000 8,000 7.317 683

Retirement expenditures 3,600 3,600 3,600 -

Utilities ! 1,600 1,660 1,287 333

Solid waste disposal 100,000 100,000 82,889 17,111

Street and traffic lights 48,000 46,000 43,980 2,020

BGasoline, oil and grease 8,000 8,060 4,774 3,226

Street and road improvements 34,200 34,200 3,865 30,335

Repairs and maintenance §,300 8,300 5,151 3,149

Groundwater monitoring 20,000 20,000 15,618 4,385

Tools and hardware 1,000 1,009 95 905

Capital outlay ' 8,500 8,500 - 8,500

Miscellaneous 2,708 2,700 1,621 1,079
Total Street Malntenance 3 281,578 § 281,578 § 205,677 $ 75,901
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CITY OF SPARTA, GEORGIA

REQUIRED SUPPLEMEN.TARY INFORMATION

BUDGETARY COMPARISON SCHEDULE - GENERAL FUND
FOR THE YEAR ENDED APRIL 30, 2017

EXHIBIT 11
PAGE 4 OF 4

Original Einal Variance with
Budgeted Budgetet Actual Final Budget -
Amounts Amounts Amounts Positive (Negative)
Payments to Other Government Agencies:
Historical Preservaiion ] 200 200 - 8 200
Intergovenmental- Redevalopment Grant - - 24,844 {94,644}
Beter Hometown Project 1,000 1,060 - 1,000
Streelscape Project 30,600 39,000 32,956 (2,956)
Uncle Remus Library 3,100 3,108 2,350 750
Total Payments to Other Government Agencies $ 34,300 34,300 128,950 § {85,650)
Debt Service -
Principal 5 13,600 13,800 22,483 $ (8,883)
Interest and other charges 5,000 5,000 6,647 {1,647)
Total Debt Service 3 18,600 18,600 20,130 § {10,530)
Total Expenditures 3 1,256,283 1,265,283 1,126,294 $ 128,989
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Nonmajor Governmental Funds

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.
= TSPLOST Discretionary Fund — To account for the TSPLOST funds received that

are legally restricted to expenditures for fransportation expenses within the City,

Capital Projects Funds are used to account for the acquisition of capital assets
or construction of major capital projects not being financed by proprietary or
nonexpendable trust funds.

= LMIG Fund - To account for the Local Maintenance and Improvement Grant
(LMIG) funds received that are legally restricted to expenditure for capital road

projects within the City.



CITY OF SPARTA, GEORGIA

EXHIBIT 12
BALANCE SHEET
NONMAJOR GOVERNMENTAL FUND
APRIL 30, 2017
Special Revenue Capital Project
Totai
Nonmafor
Redevelopment TSPLOST LMIG Governmental
Fund Fund Fun{l Funds
ASSETS
Gash $ 7500 % 16,239 $ 34,633 3% 57,272
intergovernmental receivable - 3,207 . 3,207
Notes receivable, nel of uncollectible 267,465 - - 267,465
Tofal Assets 3 274,055 S 18,446 § 34,533 § 327,844
LIABILITIES AND FUND BALANCE
Liability
Accounts payable $ - 8 - - 8 -
Fund Balance -
Restricted for special programs 274,865 18,448 34,533 327,944
Total fund balance 274,965 18,446 34,533 327,844
Total Liabilities and Fund Balance 3 274965 § 18446 § 34,533 § 327,944
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CITY OF SPARTA, GEORGIA

EXHIBIT 13
STATEMENT OF REVENUES, EXPENDITURES, AND FUND BALANCES
NONMAJOR GOVERNMENTAL FUND
FOR THE YEAR ENDED APRIL 30, 2017
Speclal Hevenue Capltal Project
Total
Nonmajor
Redevelopment TSPLOST EMIG Governmental
Fund Fund Fund Funds

Revenues:

Taxes - % 34,838 3 - 34,838

Intergovernmentat revenue - - 20,120 20,120

Other revenue 2,693 - - 2,803

Total revenues 2,693 34,838 20,120 57,651

Expendifures: |

Road expenditures - 43,013 - 43,013

Other expenditures 14,236 - - 14,236

Total expenditures 14,236 43,013 - 57,2489

Excess of Revenues Over Expenditures (11,543} (8,175) 26,120 402
Other Financing Use « .

Transfer out - (5071 - (5,071)

Net change in fund balance {11,543) (13,246) 20,120 (4,669}
Fund Balance, Beginning 286,508 31.892 14,413 332,613
Fund Balance, Ending 274,865 & 18,446 % 34,5633 327 044
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CITY OF S8PARTA, GEORGIA

EXHIBIT 14

BUDGETARY COMPARISON SCHEDULE — REDEVELOPMENT FUND
FOR THE YEAR ENDED APRIL 30, 2017

Revenue -
Interest income

Total revenues

Expenditures:
Miscellaneous

Total expenditures
Excess of Revenuss Over Expenditures

Other Financing Use -
Transfer out

Total other financing use

Excess (Deficiency) of Revenues
Over {Under) Expenditures

Fund Balance, Beginning

Fund Balance, Ending

-a7-

Original and Final

Variance with

Budgeted Actual Final Budget -
Amounis Amounts Positive (Negative)
% 7500 % 2683 § (4,807)
7,500 2,693 (4,807)
7,500 14,236 {6,736)
7,500 14,236 {6,736)
- (11,543) (11,543)
- (11,543) (11,543}
288,508 286,508 -
% 286,508 § 274,965 % (11,543)




CITY OF SPARTA, GEORGIA
EXHIBIT 15

BUDGETARY COMPARISON SCHEDULE — TSPLOST FUND
FOR THE YEAR ENDED APRIL 30, 2017

Varlance with

Actual Final Budget -
Amounts Positlve (Negative}
Revenug -
TSPLOST income $ 34,838 $ 34,838
Total revenues 34,838 34,838
Expendifures-
Miscellanecus expenditures 1,500 {1,500}
Road expenditures 41,513 {41,513)
Total expenditures 43,013 {43,013)
Excess of Revenues Over Expenditures (8,175) (8,175)
Other Financing Use -
Transfer out {5,071} (5,071}
Excess {Deficiency) of Revenues and Cther Financing
Sources Over {Under) Expenditures (13,248) (13,246)
Fund Balance, Beginning 31,692 31,692
Fund Balance, Ending % 18,446 $ 18,4486
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WRIGHT & WRIGHT, P.C,
CERTIFIED PUBLIC ACCOUNTANTS
130 NORTH HARRIS STREET ¢ POST OFFICE BOX 1014
SANDERSVILLE, GEORGIA 31082

CLYDE K. WRIGHT, CPA Telephone (478) 552-6146
BRIAN K, WRIGHT, CPA Facsimile (478) 552-6158

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

To the Mayor and Councll
City of Sparta, Georgia

We have audited, in accordance with auditing standards generally accepted in the United States of Amerlca
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 remalning fund information of the City of
Sparta, Georgia as of and for the year ended April 30, 2017, and the related notes 1o the financial
statements, which collectively comprise the City of Sparta’s basic financial statements and have lssued our
report thereon dated October 31, 2017.

Internal Control Over Financial Reporting

In planning and performing our audit of the financiat statements, we considered the Cily of Sparta, Georgia's
internal control over financial reporting {internal control) fo determine the audit procedures that aro
appropriate In the circumstances for the purpose of expressing our opinions on the financial statements, but
not for the purpose of expressing an opinfon on the effectiveness of the City of Sparta, Georgia’s internal
control. Accordingly, we do not express an opinion on the effectiveness of the City of Sparta’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 a combination of deficiencies, in
internal control such that there is a reasonable possibility that a material misstatement of the entity's
financial statements will not be prevented, or detected and corrected on a timely basis. A significant
deficiency is a deficlency, or a combination of deficiencies, in internal conirol that Is less severe than a
material weakness, yet important enough to merit attention by those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in internal controt that might be material
weaknesses or significant deficiencies, and therefore material weaknesses or significant deficiencies may
exist that were not identified. . Given these limitations, during our audit we did not identify any deficiencies in
internal control that we consider to be material weaknesses. We did identify certain deficiencies in internal
control over financial reporting, described in the accompanying schedute of findings and questioned costs,
that we consider to be significant deficiencies noted as item 17-1 to 17-3.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the City of Sparta Georgia's financial stalements
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
affect on the determination of financial statement amounts. Howsver, 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 instances of noncompliance or other matters that are required to be
reported under Government Auditing Standards and which are described in the accompanying schedule of

findings and questioned costs as item 17-4.
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City of Sparta, Georgla’s Response to Findings

City of Sparta, Georgia's response to the findings identified in our audit is described in the accompanying
schedufe of findings and responses. The City of Sparta, Georgia's response was not subjected {o the
auditing procedures applied in the audit of the financial statements and, accordingly, we express no opinion

onit.
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 {esting, and not to provide an opinion on the effectiveness of the entity's internal
control or on compliance. This report is an integral part of an audit performed in accordance with
Government Audifing Standards in considering the entity's internal control and compliance. Accordingly, this
communication is not suitable for any other purpose.

Q¢ it
October 31, 247 ! {
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CITY OF SPARTA, GEORGIA
SCHEDULE OF FINDINGS AND RESPONSES
For the Year Ended April 30, 2017

FINDINGS ~ FINANCIAL STATEMENT AUDIT

17-1 Segregation of Duties
Condition

bue to the small size of the City's staff, controls are not practical to provide adequate segregation of duties
in the cash receipts and disbursements functions.

Effect

Because of the failure to separate control over cash, errors or fraud that migh{ avoid detection are possible.

Recommendation

The City Council should implement other internal controls in areas where segregation of duties is not
practical.

Views of Responsihle Officials

We concur and will continue to require dual signatures on checks and council approval for non recurring
expenditures, as well as the use of daily reconciliation procedures across department lines to help alleviate

the segregation issues.

17-2 Accounis Receivable Delinquencies in Utilities Department

Condition
it was noted during the course of the audit that delinquencies in the Utilities Dapartment accounts

receivables, which includes gas receivables, water and sewer receivables and garbage recelvables, are
excessive. These large receivable balances are partially due to cut-off precedures in place by the Ulilities

Depariment.

Effect

The utilities accounts receivable balances continue to increase.
Recommendation

It is recommended that the City continue to enhance their cut-off and collection efforts in the area of
accots receivable.

Views of Responsible Officials

We concur and have an agreement to outsource the collection of delinquent ufility accounts to a third-party
collection company. Cut-offs are being made on the 18" of the month for cusiomers that are two months in

arrears..
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17-3 Recordkeeping

Condition

During the audit, the City was unable to locate eight invoices {out of 220 total) that were requested as part of
expenditure testing. Seven of these invoices were for expense reimbursements paid to the Mayor. These
invoices had been pulled previously by the City as a part of multiple open records requests and were not
propery returned to the appropriate vender file after copies were made for the applicable request.

Effect

Invoices are fost that may be needed for different purposes.

Recommendation

it is recommended that the City be diligent in filing invoices in the proper vendor file.

Views of Responsible Officials

We concur and will discuss with our clerical employees about being more conscientious when filing invoices,
especially after open records requests.

COMPLIANCE AND OTHER MATTERS

17-4 Budgetary

Condition

In the City's General Fund, actual expendifures exceeded budget appropriations in three departments. This
is a violation of state law.

Effect

Fiscal control and accountability over departmental expenditures may be jeopardized.
Recommendation

The Gity should monitor the budget and amend it when appropriate.

Views of Responsible Officials

Our City Council will analyze budgetary financial data periodically and amend the budget when appropriate.
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CITY OF SPARTA
PO Box H, 12912 Broad Street
Sparta, Georgla 31087

Georgin Department of Audits & Accounts
270 Washingion Stieet, S.W,

Suile 1-156
Atlanta, Georgia 30334-8400

Gentlemen;

The following constitutes our corrective action plan regarding the findings and recontmendations jn onr
audit report for the year ended April 30, 2017,

With respect to the findings in ihe *Independent Auditor's Report on Tnternal Control Structure Based on
an Audit of General Purpose Pinancial Statements Performed in Accordance with Govermment Auditing
Standards," we submit the following comments;

We annually review our systent of internal control after our audited financial statements are vecelved,
along with any suggestions from the accounting firm as to improvemenis that can be made to shrengthen

conirols,

1, Due to the small size of the City’s staff, controls are not practleal to provide adequate segregation
of duties in the cash receipts and disbursements functions, The City requires dual signatures on
checks and council approval for non-recurring expenditures, as well as the use of daily
teconcillation procedures across department lines to help alleviate the segregation issucs.

2, 1 was noted during the course of the audit that delinquencles in the Utifities Department
accounts recebvables, which include gas receivables, water and sewer receivables and garbage
receivables, are oxcessive. The City has entered into an agreement o oulsource the collection of
delinquent wtility accounts, Cut-offs are being made on current customers not paying by the 18t
of the month.

3. During the audit, the Cily was unable to locate eight invoices (out of 220 total) that the auditors
had requested in their expenditure sample.  Seven of these invoices were for expense
reimbursements paid to the Mayor, ‘These lnvoices had been pulied during the year as a part of
open records request and were not properly returned 1o the appropriate vendor file aftor coples
wete made for the applicable request. In the {uture, we will be more diligent about maintaining
accurate and complete vendor files.

4.. The following general fund depayiments had excesses of achual expenditures over appropriaticns
In the amount shown for the year ended A pril 30, 2017;

Public safety - capital outlays $ 66,611
Public safety - miscellancous 744
Public safety - Utilitics 24,609
Payments to others - Streetscape project 2,956
Payments to others - Redevelopment grant 94,644
Debt service - princi Pl 8,883
Debtservice - interest 1,647

In the fulure, the Mayor and Council will more closely monitor expendiitures to
determine if a budget amendment needs to be made or whether expenses should be
reduced,
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We feel that our internal control system is as strong as possible in the above

described sttuation with the

limiled number of personnel involved. As indicated in the audilor's report, no significant ervors or

brregularities were found because of our lack of segragation of duties,
Shotldd you need any further explanation of this matter please condact us,
Sincerely,

z/L/ l‘/\.‘ -({g i b \(

William Rvaus, Jr.
Mayor, Cily of Sparia



