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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-type
activities each major fund and the aggregate remaining fund informaticn of the City of Sparta, Georgia, as of
and for the year ended April 30, 2018, and the related notes to the financial statements, which collectively
comprise the City's basic financial statements as listed in the fable of contents.

Management's Responsibility 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 relevant to the preparation and fair presentation
of financial statements that are free from material misstatement, whether due to fraud or error.

Auditor's Responsibifity

Our responsibility is to express opinicns on these financial statements based on our audit. We conducted
our audit in accordance with auditing standards generally accepied 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 to
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 te the entity's preparation and fair
presentation of the financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity's internal
control. Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of significant accounting estimates made by management,
as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis 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 financial position of the governmental activities, the business-type activities, each
major fund, and the aggregate remaining fund information of the City of Sparta, Georgia, as of April 30,
2018, 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.

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




Other Matters
Required Supplemeniary Information

Accounting principles generally accepted in the United States of America require that budgetary comparison
information on pages 31 through 34 be presented to supplement the basic financial statements. Such
information, although not a part of the basic financial statements, is required by the Governmental
Accounting Standards Board, who considers it to be an essential part of financial reporting for placing the
basic financial statements in an appropriate operational, economic, or historical context. We have applied
certain limited procedures to the required supplementary information in accordance with auditing standards
generally accepted in the United States of America, which consisted of inquiries of management about the
methods of preparing the information and comparing the information for consistency with management's
responses to our inquiries, the basic financial statements, and other knowledge we obtained during our audit
of the basic financial statements. We do not express an opinion or provide any assurance on the
information because the limited procedures do not provide us with sufficient evidence to express an opinion
of previde 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 1o
supplement the basic financial statements. Such missing information, although not a part of the basic
financials statemenits, 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
eperational, economic, or historical context. Our epinion on the basic financial statements is not affected by
this missing information.

Cther information

Qur 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 cther 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
statements themselves, and other additional procedures in accordance with auditing standards generally
accepted in the United States of America. In our opinion, the schedules included in other supplementary
information as described in the accompanying table of contenis is fairly stated in all material respects in
relation to the financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Govermment Auditing Standards, we have issued our report dated October 31, 2018 on
our consideration of the City of Sparta, Georgia's internal control over financial reporting and on our tests of
its compliance with certain provisions of laws, regulations, confracts, 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 opinicn on the internal conirol
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 rep (\Itmg and comphance

K‘I{\f«-’\f @Jj :} C

Saraderswlle Georgla
October 31, 2018
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CITY OF SPARTA, GEORGIA

Exhibit 1
STATEMENT OF NET POSITION
APRIL 30, 2018
Primary Government
Governmental Businesstype
Activities Actlvities Total
Assets
Cash and cash equivalents $ 137,520 $ 672,242 $ 809,762
Restricted assets - 891,602 861,602
Receivables, net of allowances for uncollectible:
Taxes 168,890 - 168,890
Accounts 11,809 296,364 308,173
Intergovernmental 18,770 - 18,770
Other - 860 860
Internal balances (18,894) 18,894 -
Notes receivable 262,610 - 282,610
Prepaid expenses 2,763 5,526 8,289
Capital assets:
Land and other non-depreciable assets 30,170 322,148 352,318
Other capital assets, net of depreciation 607,432 8,347,788 8,865,220
Total Assets 1,251,070 10,555,424 11,806,494
Liabllities
Accounts payable 35,079 78,076 113,155
Accrued interest payable - 98,642 08,642
Other current liabifities 8,470 33,222 41,602
Compensated absences payable - current 191,996 168,080 360,086
Customer deposits - 116,239 116,238
Intergovernmental payable 194,829 - 194,829
Long-ferm obligations:
Due within cne year 31,969 290,917 322,886
Due in more than one year 69,316 7,526,870 7,596,186
Total Liabilities 531,659 8,312,056 8,843,715
Net Position
Net investment in capital assets 536,317 852,149 1,388,466
Restricted for:
Debt service - 194,297 194,297
Prepaid expenses 2,763 5,526 8,289
Grant agreement 262,610 - 262,610
Transportation improvements 80,256 - 80,256
Unresiricted (162,535) 1,191,396 1,028,861
Total Net Position $ 719411 % 2,243,368 $ 29682779

The accompanying Notes 1o lie Financial Statements are an Integral part of this slatement
_3-
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CITY OF SPARTA, GEORGIA

EXHIBIT 3
BALANCE SHEET
GOVERNMENTAL FUNDS
APRIL 30, 2018
Non-major Total
Governmental Governmental
General Fiunds Funds
ASSETS
Cash and cash equivalents $ 45690 § 91,830 % 137,520
Receivables, net of allowances for uncollectibles:
Taxes 198,890 - 198,890
Accolnts 11,809 - 11,809
Intergovernmental 156,344 3,426 18,770
Notes receivable - 262,610 262,610
Due from other funds 208,002 - 206,002
Prepaid expenditures 2,763 - 2,763
Total Assels $ 480,498 § 357,866 % 838,364
LIABILITIES, DEFERRED INFLOWS OF RESOURCES AND FUND BALANCES
Liabilities:
Accounts payable $ 35079 % - % 35,079
Intergovernmental payable 179,829 15,000 194,829
Accrued expenses 8,470 - 8,470
Due to other funds 224,896 - 224,896
Total Liabilities 448,274 15,000 463,274
Deferred Infiow of Resources -
Unavailable revenues 219,623 - 219,523
Fund Balances:
Nonspendable for: )
Prepaid expenditures 2,763 - 2,763
Restricted for:
Special programs - 342,866 342,866
tnassigned {150,062) - {190,062)
Total Fund Balances {187,299} 342,866 155,567
Total Liabilities, Deferred Inflows of Resources and
Fund Balances 4 480,498 % 357,866 § 838,364

The accompanying Notes to the Financial Stalemenls are an integral pard of this sfatement
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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, 2018

Fund balance - total governmental funds

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
Notes Payable
Capital Lease

Cther long-term assets are not available to pay for current pariod
expenditures and, therefore, are deferred in the funds

Capital assets used in governmental activities are not financial resources
and therefore are not reported in the funds

Net position of governmental activities

The accompanying Noles to the Financla!l Stalemenls are an integral part of Ihis statement
- :

$

155,567

(191,996}
(73,973}
(27,312}

219,623

637,602

$

719411




CITY OF SPARTA, GEORGIA

EXHIBIT 5
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES
GOVERNMENTAL FUNDS
FOR THE YEAR ENDED APRIL 30, 2018
Other Total
Governmental Governmental
General Funds Funds
Revenues:
Taxes $ 816,680 $ 35670 $ 852,350
Licenses and permits 15,983 - 15,983
Fines and forfeitures 37,041 - 37,041
Charges for services 108,764 - 108,764
Intergovernmental revenues 97,588 21,541 118,129
Other revenues 3,818 2 645 6,663
Total revenues 1,079,974 55,856 1,139,830
Expenditures:
Current:
General government 193,062 - 193,062
Administration 61,128 - 61,128
Public safety 498,158 - 498,158
Sireet maintenance 335,21 14,670 340,881
Intergovernmental payments to other governments or agencies 89,397 15,000 104,397
Debt service 35,388 - 35,388
Total expenditures 1,212 344 28,670 1,242,014
Excess {Deficiency) of Revenues Over Expenditures (132,370) 30,188 {102,184}
Other Financing Source -
Transfers in 125,264 - 125,264
Tranfers out - {15,264) {15,264}
Total other financing source (use) 125,264 (?5,2621) 116,000
Net Change in Fund Balance (7,106} 14,922 7.816
Fund Balance{Deficit}, Beginning {180,193) 327,944 147,781
Fund Balance, Ending i (187,299} 3 342,866 $ 155,567

The accompanying Noles lo the Financial Stalements are an infegral 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, 2018

Net change in fund balances - total governmental funds $ 7.816

Amaunts reported for governmental activities in the Statement of Activities are
different because:
Capital outlays, reported as expenditures in governmental funds, are shown as
capital assets in the Statement of Net Assets as follows -
Total capital outtay reported as expenditures 125,821

Depreciation expenses on governmental capital assets are included in the govern-
mental activities column in the Staterment of Net Assets but are not shown in the
governmental funds {B83,316)

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 revenue in the statement of activities is as follows:
Property taxes (35,878)
Charges for service {(796)

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

Compensated absences (75,523}
Notes payable 18,170
Capital leases 13,083
Change in net position of governmental activities $  (30,823)

The accompanying Noles lo the Financial Staternents are an integrai parl of this statement
-8-




Revenues:

Taxes

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

Total revenues

Expenditures:
General government
Administration
Public safety
Street mainienance
Payments o other governmental agencies
Debt service
Total expenditures
Deficiency of Revenues
Under Expenditures
Other Financing Source -
Proceeds from long term debt
Transfers in
Total other financing sources

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

Fund Balance(Deficit), Ending

CITY OF SPARTA, GEORGIA

GENERAL FUND
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE — BUDGET AND ACTUAL
FOR THE YEAR ENDED APRIL 3G, 2018

EXHIBIT 7

Variance with

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

3 841,134 § 841,134 $ 816,680 $ (24,454)
18,500 18,500 15,983 (2,517
50,000 50,000 37,041 (12,959)
225,000 228,000 108,764 {120,236)
100,000 100,000 97,588 (2,412)

3,066 3,085 3,918 852
1,241,700 1,241,700 1,075,874 (161,726)
356,300 246,100 193,082 53,038
70,500 76,600 61,128 15,372
489,600 532,900 498,158 34,742
272,600 372,300 335,211 37,089
101,700 91,200 89,397 1,803
76,000 47,700 35,388 12,312
1,366,700 1,366,700 1,212,344 154,366
(125,000} (125,000) (132,370) {7,370
75,000 75,000 {75,000)
50,000 50,000 125,264 75,264
125,000 125,000 125,264 264

- - (7,106) {7,1086)
(180,193) {180,193) (180,193} -
3 (180,193) § {180,193) $ (187,209} $ (7,106)

The accompanying Notes to the Flnancial Statemenis are an integral par of this sfalemeni
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CITY OF SPARTA, GEORGIA

EXHIBIT 8
STATEMENT OF NET POSITION
PROPRIETARY FUNDS
FOR THE YEAR ENDED APRIL 30, 2018
Enterprise Funds
Water and Sewer Natural Gas
Fund Fund Total
ASSETS:
Current Assets:
Cash and cash equivalents 5 800,014 $ 72,228 § 672,242
Receivables, net 236,580 59,784 296,364
Other receivables B48 12 860
Due from other funds 343,930 - 343,930
Prepaid expenses 2,763 2,763 5,626
Total current assels 1,184,135 134,787 1,318,922
Noncurrent assets:
Resfricted assets - cash 891,602 - 891,602
Capital assets:
L.and and other non-depreciable assets 319,201 2,947 322,148
Other capital assets, net of depreciation 8.258 945 88,843 8,347,788
Total noncurrent assets 9,469,748 91,790 0,561,538
Total Assets 10,653,883 226,577 10,880,460
LIABILITIES:
Current Liabilities:
Bonds and notes payable, current portion 283,333 7,584 280,917
Accounts payable 24,599 63,477 78,076
Accrued interest payable 98,588 54 08,642
Accrued expenses 25,262 7,960 33,222
Due to other funds - 325,036 325,036
Compensated absences payable - current 108,705 59,385 168,090
Customer deposits 116,239 - 116,239
Total current liabilities 656,726 453,496 1,110,222
Noncurrent liabilities-
Bonds and notes payables, less current portion 7.520.225 6,645 7,526,870
Total noncurrent liabilities 7,620,225 6,645 7,526,870
Total Liabilities ' 8,176,951 460,141 8,637,002
NET POSITION:
Net investment in capital assets 774,588 77,661 852,149
Unrestricted 1,505,284 (313,888) 1,191,396
Restricted for prepaid 'expenses 2,763 2,763 5,526
Restricted for debt service 104,297 - 104,297
Total Net Posiflon 3 2,476,932 3 (233,564} § 2,243 368

The accompanying Notes fo the Financial Stafements are an integral part of this statement

-10-




CIiTY OF SPARTA, GEORGIA

EXHIBIT 9
STATEMENT OF CHANGES IN NET ASSETS
PROPRIETARY FUNDS
FOR THE YEAR ENDED APRIL 30, 2018
Enterprise Funds
Water and Sewer Natural Gas
Fund Fund Total
Operating Revenues:
Water revenues % 1,019,938 $ - 3 1,019,038
Sewer revenues 1,158,422 - 1,158,422
Gas revenues - 506,052 506,052
Penalties 17,694 5,056 22,750
Total operating revenues 2,196,054 601,108 2,797,162
Operating Expenses:
Personnal costs 722,897 197,032 919,929
Natural gas purchases - 292,977 292,977
Travel expenses 6,484 4,766 11,250
Office expenses 15,313 1,560 16,873
Insurance 13,500 18,080 31,589
Repairs and maintenance 130,743 48,694 179,337
Professional and technical services 73,894 9,942 83,836
Testing and monitoring 46,583 - 46,583
Depreciation 787,429 13,519 800,048
Pumping expense 105,189 - 105,189
Advertising 1,475 - 1,475
Supplies 6,712 7,089 13,801
Chemicals 67,874 - 67,874
Telephone 7,119 9,008 16,127
Utilities 84,461 4,966 89,457
Uniforms - 3,283 3,283
Miscellaneous 20,893 215 21,108
Total operating expenses 2,090,566 611,070 2,701,636
Operating Income (loss) 105,488 {9,962 95,526
Non-operating Revenue (Expense):
Interest income 1,234 46 1,280
Grant revenues 91,743 - 91,743
Interest expense (256,271) {(1,072) (257,343)
Total non-operating revenue (expense} (163,294) {1,028) (164,320)
Net income (loss) before transfer {67,806) (10,988) (68,794)
Transfer to other funds (110,000) - {110,000)
Change in net position (167,808) {10,988) (178,794)
Totai net position, beginning 2,644,738 (222 578) 2,422,162
Total net position, ending $ 2476932 § (233,564 § 2,243 368

The accompanying Notes o the Financial Stafemenis are an inlegral part of this stalement

-11-




CITY OF SPARTA, GEORGIA

EXHIBIT 10
STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS
FOR THE YEAR ENDED APRIL 30, 2018
Enferprise Funds
Water and Sewer Natural Gas
Fund Fund Total
Cash Flows from Operating Activities:
Receipts from customers $ 2,319,652 $ 584,673 § 2,804,325
Payments to suppliers {554,576) (395,830) (250,408)
Paymenits e employees {678,742) (196,800) (875,542)
Paymenls 1o others (105,035) (18,086) (123,121)
Payments from (io) cther funds (95,430) 96,732 1,302
Net cash provided by (used in) operating activities 885,869 70,689 9E6,558
Cash Flows from Noncapital Financing Activities -
Transfer from (to) other funds (110,000} - {110,000)
Cash Flows from Capital and Related Financing Activities:
Grant proceeds 91,743 . 91,743
Acguisilion of capital assets {191,921) (4,462) {196,383)
Principal payments on cagital debt (332,642) (6,593) {339,235}
Interest payments cn capital debt {201,371) {1,072) (202,443)
Net cash used in capital and related financing aclivities (634,191) {(12,127) (846,318)
Cash Flows from Investing Activities -
Interest income 1,234 46 1,280
Net increase (decrease} in cash and cash equivalents 142,912 58,608 201,520
Balances - beginning of year
Restricted 1,147,366 - 1,147,366
Unrestricted 201,337 13,620 214,057
Total cash and cash equivalents 1,348,703 13,620 1,362 323
Balances - end of year
Restricled 891,602 - 891,602
Unrestricted 600,014 72,228 672,242
Total cash and cash equivalents § 1491615 3 72228 § 1,663 843

Reconciliation of operating income to net cash provided
by operating activities: o
Operating income $ 105,488 & (9.962) § 95,626
Adjustments 1o reconcile operating income to net
cash provided by operating activities:

Depreciation 787,429 13,519 800,048
Net change in assefs and [abililies atiributable fo
operalions:
Accounts receivable 121,640 (19,411) 102,229
Other receivables (848) (12) (860}
Customers deposiis 2,806 - 2,806
Accounts payable (71.202) (28,692) {99,804}
Accrued expenses payable 12,032 584 12,616
Due from other funds - 96,732 96,732
Prepaid expenses 2,988 2,988 5,876
Compensated absences payable 20,966 14,943 35,009
Due te other funds (96,430) - {85,430)
$ B85.869 $ 70,689 3 965,568

Components of Cash and Cash Equivalents:

Unrestricted cash and cash equivalents % 600,014 § 72,228 § 672,242
Resiricted cash and cash equivalenis 891,602 - 891,602
Total cash and cash equivafents $ 1491616 § 72,228 % 1,563,844

The accompanying Noles lo the Financial Sfalements are an integral part of this slatement

_12-




CITY OF SPARTA, GEORGIA
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED APRIL 30, 2018

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 GAAP for state and local 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 legally separate crganizations 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 programs or services performed or provided by the organizations; or {2} the City
is legally entitled to or can otherwise access the organization's resources; the City is legally obligated or has ctherwise
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 budget, levies their taxes or issues their debt. As of April 30, 2018, the City of
Sparta, Georgia had no component units,

A, Government-wide and Fund Financial Statements

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 activities of the primary government. For the most part, the
effect of interfund activity has been removed from these statements. Governmental acfivities are supported 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 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 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 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 revenues.

Separate financial statements are provided for govarnmental 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 liability is incurred, regardiess of the timing of related
cash flows. Property taxes are recognized as revenues in the year for which they are levied. Grants and similar
items are recognized as revenug as soon as all eligibility requirements imposed by the provider have been 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 scon 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 liabilities of the current period. For this purpose, the Government considers revenues to
be available if they are collected within 60 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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NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, continued

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

Property 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 pericd. Only the portion of
special assessments receivable due within the current fiscal period is considered fo be susceptible to accrual as
revenue of the current period. All other revenue items are considered te be measurable and available only when
cash is received by the government.

The City reports the following major governmental funds:

The General Fund is the general operating fund of the City of Sparta, Georgia. It is 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 to the residents of the City. The
Natural Gas Fund accounts for the provision of natural gas services to the residents of the City.

Additionally, the City reports the following fund type -

The Special Revenue Funds accounts for revenue sources that are legally restricted to expenditure for specific
purposes. The City currently utilizes the Redeveloprment Fund as a Special Revenue Fund. The City currently
utilizes 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 capitat projecis not
being financed by proprietary or nonexpendable trust funds. The City currently utllizes the LMIG Fund as a Capital
Projects Fund.

GASB 34 eliminates 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 to the current financial resources measurement focus that they use.

Private-sector standards of accounting and financial reporting issued prior to December 1, 1989, generally are
followed in both the goversment-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. Governmenits also
have the option of following subseguent 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 long term liabilities. 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 transfers 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
reported as program revenues include 1) charges to customers or applicants for goods, services, or privileges
provided, 2) operating grants and contributions, and 3) capital grants and contributions, including special
assessments. Internally dedicated resources are reported as general revenues rather than as program revenues.
Likewise, general revenues include all taxes.

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 ongoing operations. All revenues and expenses hot 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
restricted resources first, then unrestricted resources as they are needed.
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NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED APRIL 30, 2018

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, continued

C. Assets, Liabilities and Net Assets or Equity

1.

Deposits and [nvestments - 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, commercial paper, corporate
bonds, obiigation of other pelitical subdivisions of the State of Georgia and repurchase agreements, Any bank
depositin 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 investments with
maturity of three months or less when purchased to be cash equivalents.

Receivables and Payables - During the course of operations, numerous fransactions 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 long-term interfund loans receivable/payable are reporied as “advances to other funds”
or "advances from other funds’. Advances receivable in the Governmental funds are offset equaily by a fund
balance reserve account, which indicates that they do not constitute expendable availabie financial resources
and therefore are not available for appropriation and are not expendable available financial resources.

All trade and property tax receivables are shown net of an allowance for uncollectible. The property tax
receivable allowance is equal to 46 percent of outstanding property taxes at April 30, 2018.

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

The City bills and collects 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 ftems - For prepaid expenditures in the government-wide and fund financial statements, the City
reports the expenditures during the benefiting period.

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

Capital Assets — Capital assets, which include property, plant equipment and infrastructure assets {e.g.,
roads, bridges, sidewalks and similar items), are reported in the applicable governmental columns in the
government-wide financial statements. Capital assets are defined by the Government as assets with an initial,
individual cost of more than $1,000 and an estimated usefu life in excess of two years. All 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
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 capifalized 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 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 City during the
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NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, continued

current fiscal year was $261,478. Of this 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:

Assets Years
Buildings 15-35
Infrastructure 20
Furniture and fixtures 7-10
Machinery and equipment 5-15
Vehicles 310

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

7. Long-term Obligations - In the government-wide financial statements, and proprietary fund types in the fund
financial statements, Jong-term debt and other long-term obligations are reported as liabilities in the applicable
governmental activities, business-type acfivities, or proprietary fund type statement of net assets. Bond
premiums and discounts, as well as issuance costs, are deferred and amortized over the life of the bonds
using the effective interest method. Bonds payable are reported net of the applicable bond premium or
discount. Bond issttance costs are reported as deferred charges and amortized over the term 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 period. The face amount of debt issued is reported as other
financing sources. Premiums received on debt issuances are reported as other financing sources while
discounts on debt issuances are reported as other financing uses. Issuance costs, whether or not withheld
from the actual debt proceeds received, are reported as debt service expenditures.

8. Deferred Qutfiows/Inflows of Resources — In addition to assets, the statement of financial position will
sometimes report a separate section for deferred outflows of resources. This separate financial statement
element, deferred outflows of resources, represents a consumption of net position that applies to a future
period(s) and so will not be recognized as an outfliow of resources until then. The County has ne items that fell
under this financial statement element.

In addition io liabilities, the statement of financial position reports a separate section for deferred inflows of
resources. This separate financial statement element, deferred inflows of resources, represents an acqulisition
of net position that applies to a future period{s) and so will not be recognized as an inflow of resources
(revenue) until that time. The City reports one of these ifems, unavailable revenues from property taxes.
These amounts are deferred and recognized as an inflow of resources in the peried that the amounts become
available.

9. Fund Equity - Reserves represent those portions of fund equity not appropriable for expenditure or legally
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.
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NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, continued

10.

Fund Balance

Generally, fund balance representis the difference between the assets and liabilities under the cuirent 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 City is bound to
honar 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 reported as nonspendable when amounts cannot be spent
because they are either (a) not in spendable form {i.e., items that are not expected fo be converted to
cash) or (b) legally or contractually required to be maintained intact.

Restricted — Fund balances are reported as restricted when there are limitations imposed on their
use either through the enabling legislation adopted by the City or through external restrictions
imposed by creditors, grantors 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 formal action of the City Council through the adoption
of a resolution. Only the City Council may modify or rescind the commitment.

Assigned — Funds balances are reported as assigned when amounts are constrained by the City's
intent ta 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 ofthe
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 City uses restricted amounts to be spent when both restricted and unrestricted fund balances 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 City would then use committed, assigned and
lastly, unassigned amounts from the unrestricted fund balances when expending funds.

Deficit Fund Balance — The gas fund had a deficit fund balance as of April 30, 2018.

Net Position
Net investment in capital assets — This amount consists of capifal assets net of accumulated
depreciation and reduced by cutstanding debt that attributed to the acquisition, construction or

improvement of the assets.

Restricted net position — This amount is restricted by external creditors, grantors, contributors or
laws or regulations of other governments,

Unrestricted net position — This amount is all net position that do not meet 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
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.
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CITY OF SPARTA, GEORGIA
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED APRIL 30, 2018

NOTE 2. 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
period. The budget process provides for a profassional management approach to the establishment of priorities
and the implementation of work programs while providing an orderly means for control and evaluation of the
financial posture of the Government. The City 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 o 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 leastten days in
advance by publication in the official organ of the City of Sparta, Georgia. The budget is then revised and adepted
or amended by the City shortly 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 mesting and no increase shail be made therein
without provision afso being made for financing same. The City Clerk is delegated fo 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 control on a depariment basis,
For the year ended April 30, 2018, no fund had expenditures in excess of appropriations.

NOTE 3. DETAILED NOTES ON ALL FUNDS

A. Deposits and Investments
Investments — The Government owns no investments as of April 30, 2018,

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 does not have a deposit policy for custodial
credit risk. As of April 30, 2018, none of the government's bank balance was exposed to custodial credit risk, as
these deposits were fuily insured and collateralized.

As of April 30, 2018, 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 Asssets,
Liabilittes and Equity section.

B. 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
purposes by May 1. Upon completion of all assessments and tax returns, the information is turned over to the
Hancock County Tax Appraiser, for compiation of the tax digest. The completed tax digest must be submitted to
the State Revenue Commissioner for approval. The State Revenue Commissioner must ascertain that real
property on the tax digest has been assessed af the state mandated forty percent (40%) of fair market value. |If
nof, the commissioner may reguire an across the board percentage adjustment to all real property. 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 faxes are attached
as an enforceable lien on the day the taxes become delinguent. The total real and personal property tax 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 al taxable property in the City for calendar year 2017, The
net digest for 2017 on property in the City was $20,872,247 and the tax levied amounted to $299,568. The total
real and personal property fax 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 financial statements, the portion of the
property tax levy for the tax year 2017 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, 2018.
-18-
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NOTE 3. DETAILED NOTES ON ALL FUNDS, continued

Property taxes receivable, shown net of allowance for uncollectibles, at April 30, 2018, is composed of the

following:
Year of Levy:

2017 $ 65,645
2016 44 811
2015 40,689
2014 41,894
2013 35,609
2012 36,632
2011 32,916
Prior to 20141 68,563
Total taxes receivable ‘ 366,759
Less - allowance for uncollectibles (167,869}

Net receivable $ 198,890

The allowance for uncollectible property taxes was determined as follows:

Year of Percentage Outstanding Amount Allocated
Levy Allocation Balance To Reserve
2017 10% 5 65,645 $ 6,565
2016 20% 44 811 8,062
2015 30% 40,689 12,207
2014 40% 41,804 16,758
2013 50% 35,609 17,805
2012 60% 36,632 21,979
20114 T70% 32,916 23,041

Prior to 2011 88% 68,563 60,552
Tofal i 366,759 § 167,869
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NOTE 3. DETAILED NOTES ON ALL FUNDS, continued

C. Accounts Receivable

Primary Government

Receivables at April 30, 2018 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 Non-major
General Sewer Fund Gas Fund Funds
Receivables:
Taxes $ 366,750 § - 8 - % -
Notes - - - 262,610
Intergovernmental 15,344 - - 3,426
Accounts 44,482 891,140 225,194 -
Other - 848 12 -
Gross receivables 426,585 891,988 225,206 266,036
Less: allowance for
Uncollectibles (200,542) (654,560) (165,410) -
Net total receivables $ 226,043 § 237,428 § 59,796 § 266,036
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NOTE 3. DETAILED NOTES ON ALL FUNDS, continued

D. Capital Assets

Primary Government

Capital asset activity for the year ended Aprif 30, 2018 was as follows!

Primary Governmant
Beginning Ending
Balance Increases Decreases Balance
Governmental activities
Capital assets net being depreciated:
Land $ 16,500 3 - 3 - % 15,500
Construction in progréss D 14,670 - 14,670
Total capital assets not being depreciated 15,500 14,670 - 30,170
Other capital assets:
Buildings and improverments 319,529 12,463 - 331,002
Infrastructure 406,119 - - 406,119
Furnifure and fixtures 56,978 - - 6,978
Machinery and equipment 165,233 - - 165,233
Autos and trucks 798,364 98,688 - 897,052
Total other capital assets at historicat cost 1,606,223 111,151 - 1,807,374
Less accumulated depreciation:
Buildings and improvements 200,722 7,082 - 297,804
Infrastructure 44,0067 10,6414 " 54,648
Furniture and fixtures 2,381 476 - 2,857
Machinery and equipment 112,054 13,888 - 125,942
Autos and trucks 667,482 51,229 - 718,691
Total accumulated depreciation 1,116,626 B3,318 - 1,199,942
Other capital assets, net 579,667 27,835 - 607,432
Governmental activities capilal assets, net $ 595097 § 42,505 § - % 637,802
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NOTE 3. DETAILED NCTES ON ALL FUNDS, continued

Beginning Ending
Balance Increases Decreases Balance
Business-fype activities
Capital assets not being depreciated:
Land ] 322,148 - 8 322.148
Total capital assets not being depreciated 322,148 - 322,148
Other capital assets:
Buildings and improvements 36,498 12,463 48,961
Utility systems 22,339,458 - 22,339,458
Machinery and equipment 496,493 183,020 680,413
Fueniture and fixtures 25,462 - 25462
Total other capital gssets at historical cost 22,897,911 196,383 23,004,294
Less accumulated depreciation:
Buildings and improvements 27,333 787 28,090
Utility systems 13,518,074 755,805 14,273,879
Machinery and equipment 379,127 43,435 422 562
Furniftre and fixtures 21,024 951 21,975
Total accumulated depreciation 13,945,558 800,948 14,746,506
Other capital assets, net 8,052,353 (604,565) 8,347,788
Business-type acfivities capital assets, net ' $ 0,274,501 (604,565) § $ B,669,936
Governmentat activities depreciation expense:
General Government $ 23,678
Public Safety 31,356
Street Maintenance 28,282
Total governmental activities depreciation expense: $ 83,316
Business-type activiies:
Water 787,428
Natural Gas 13,519

Total business-type activities depreciation expense

22-
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NOTE 3. DETAILED NOTES ON ALL FUNDS, continued

E.

Interfund Receivables, Payables and Transfers

The composition of interfund balances as of April 30, 2018 is as follows;

Payable Fund

Other
Nonmajor
General Governmental Water Gas

Receivable Fund Fund Funds Fund Fund Total
General Fund $ - % - % - 5 206,002 % 206,002
Water Fund 224,896 - - 119,034 343,930
Gas Fund - - - - -
Other nonmajor

governmental funds - - - - -
Total 3 224 896 $ - % - § 325036 § 540,932

The outstanding balances between funds result mainly from the time lag between the dates that (1} interfund goods
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 payments within the reporting entity are substantially for the purposes of subsidizing operating
functions, funding capital projects and asset acquisitions, or maintaining debt service. Resources are accumulated
in a fund or component unit to support and simplify the administration of various projects or programs. Transfers
within the Primary Government were as follows:

Transfers In

Other
Nonmajor Total
General Governmental Water Transfers

Transfers Out Fund Funds Fund Out
General Fund $ - 8 - % - 8 -
Water Fund 110,000 - - 110,000
Other nonmajor
governmental funds 15,264 - - 15,264
Tatal- Transfer in $ 125,264 § - & - % 125,264

Landfill Post-Closure Care

The City's landfill was closed on April 1, 1994 under Georgia Environmental Protection Division (EPD) guidelines.
Since that fime, 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, 2018, the City had
$13,115 in post-closure expenditures. Future annual 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 costs
experienced during the initial years of required monitoring. Due to the immateriality of the estimated post-
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NOTE 3. DETAILED NOTES ON ALL FUNDS, continued
closure costs, no liability has been established for the post-closure costs. In the future, significant economic

inflation or deflation, technology or applicable laws or regulations may change future estimates of the annual

costs. As of April 30, 2018, financial assurance requirements are no longer required by the City in relation to the
tandfill.

G. 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, 2018 was as follows:

Beginning Ending
Balance Additions Reductions Balance

Governmental activities % - § 50,500 § 50,500 § -
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H. Long-Term Debt

Primary Government Notes Payable

On February 28, 2017, the City refinanced the 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 debt 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, 2018:

Water and Sewer Fund: Tolal Current Long-lerm

Water and sewer bonds, 2014-A Series, issued in the amount of $336,000

for waier and sewer improvements, 2.6% interest rate with payments of

approximaiely $13,300 due in annual instaliments 1o February 6, 2044,

The bends are redeemable at par. 3 314,425 $ 5,509 $ 308,916

Waler and sewer bonds, 2014-B Series, issued in the amount of $281,000

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

approximately $10,000 due in annual installments to February 6, 2044,

The bonds are redeemable at par. 261,413 4,856 256,457

Note payable - Georgia Environmental Finance Authority, $125,185
for water system improvements. 2.4% interest rate with 240 monthly
paymenis of approximately $657 to March 1, 2036, 114,764 5,190 109,574

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

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

and creating a construction fund. 3.33% inferest wilh semi-annual installments

o June 1, 2034. Payments range from approximately $246,000 {o $251,500. 7,105,000 265,000 6,640,000

Note payable - Five Star Dodge, Inc., the Cily financed the purchase 2010 Ford Ranger,
the note bears interest rate of 5.29% with monthly payments of $252.93 and

matures on February 21, 2021, 7.956 2,678 5,278
Total Water and Sewer Fund 7,803,558 283,333 7,520,225
Gas Fund:

Mote payable - Five Star Dodge, Inc., the City financed the purchase 2008 Ford F-250,
the note bears interest rate of 6.64% with monthly payments of $691.93 and

matures on February 15, 2020. 14,229 7,584 6,645
Total Gas Fund 14,229 7,584 6,645
Total Long-Term Habilities for Business-Type Activities $ 7817787 § 290817 §  7.526,870
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CITY OF SPARTA, GEORGIA
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED APRIL 30, 2018

NOTE 3. DETAILED NOTES ON ALL FUNDS, continued

Long-term liability activity for governmental activities for the year ended April 30, 2018 was as follows:

Totat Current Long-Term
Note payable - Five Star Dodgs, Ine., the Cily financed the purchase 2014 Dodge Ram, the
nole bears interesl fate of 6.38% with menthly payments of $486.01 and matures on June 5,
2021. % 16,926 % 5016 % 11,9410
Note payable - USDA, the Cily financed the purcahse of twe 2018 Dedgs Chargers, the rote
bears interest rate of 2,75% with monthly payments of $1,272 and malures on May 11, 2022,
57,047 13,670 43177
Total Long-lerm Liability for Governmenta Activities $ 73973 § 18,888 § 55,087

Amounts Due Amounts Due

Beginning Ending Within One Within More

Long-term liabilities: Balance Additions Reductions Balance Year Than One Year
Govermnmental Activiiies

Compensated absences payable $ 116473 3% 75523 % - % 191,805 3 191,996 $ -

Capital lease payable 40,395 - 13,083 27,312 13,083 14,229

N/P - Dodge Ram - Five Star Dedge, Inc. 21,632 - 4,706 16,926 5,016 11,810

N/P -Two Dodge Chargers - USDA 70,611 - 13,464 57,047 13,870 43,177

Total Governmental Activities $ 249011 § 75523 § 31,253 $ 293,281 & 223,965 % 69,316

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 Principal
2019 3 18,886
2020 19,602
2021 20,351
2022 15,134
2023 -

2024 and therafter -
$ 73,873
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CITY OF SPARTA, GEORGIA
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED APRIL 30, 2018

NOTE 3. DETAILED NOTES ON ALL FUNDS, continued

Amounts Due

Amounts Due

Beginning Ending Within Gne Within More
Long-term Jiabilities; Balance Additions Reductions Balance Year Than One Year
Business-Type Activities
Compensated absences payable $ 132181 § 35,000 § “ $ 168,000 $ 168,000 $ -
Notes payable - GEFA 118,831 - 5,067 114,764 5,190 108,574
N/P - F 250 - Five Star Dodge, Inc. 20,822 - 5,533 14,229 7,584 6,645
N/P - Ford Ranger - Five Star Dodge, Inc. 10,304 - 2,348 7,956 2,678 5,278
Water and sewer bonds - Series 2014-A 318,799 - 5,374 314,425 5,508 308,916
Water and sewer bonds - Series 2014-B 266,266 - 4,853 261,413 4,956 256,457
Water and sewer bonds - Texas Capital 7,420,000 - 315,000 7,105,000 265,000 6,840,000
Total Business-Type Activities $ 8,289,203 § 35909 % 339,235 $ 7,085.877 % 459,007 § 7,528,870

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

Year Ending April 30 Principal interest

2019 $ 280,917 § 233,364

2020 300,498 224,218

2021 298,862 221,256

2022 308,797 213,851

2023 317,196 203,712
2024-2028 1,757,303 853,979
2029-2033 2,068,802 543,446
2034-2038 2,164,925 194,529
2039-2043 87,298 31,562
2044-2047 225,191 4,487
Total % 7,817,787 § 2,724 404
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CITY OF SPARTA, GEORGIA
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED APRIL 30, 2018

NOTE 3. DETAILED NOTES ON ALL FUNDS, continued

I. Capital Leases

The City has enfered into a lease agreement as lessee for financing the acquisition of a Kubota tractor and cutter.
This lease qualifies as a capital lease for accounting purposes (bargain purchase option at the end of the lease
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, 2018:

Governmental
Activities
Asset -
Equipment $ 65,609
Less: Accumulated depreciation (27.337)
Total § 38,272

The future minimum lease obligations and the net present value of these minimum [ease payments as of April 30,

2018 were as follows:

Governmental

Year Ending April 30, Activities
2019 $ 13,083
2020 13,083
2021 1,146
Total minimum lease paymenis 27,312
Less: amount representing interest -
Present value of minimum lease payments $ 27,312

The depreciation related with the above capital lease has been included in the depreciation expense reported in

Note 3 D — Capital Assefs.
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CITY OF SPARTA, GEORGIA
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED APRIL 30, 2018

NOTE 4. OTHER INFORMATION

A. Risk Management

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

2018 2017
Claims Liability, Beginning $ - 3 -
Claims incurred throughout the year 16,534 18,864
Payment of claims (16,534} {18,864)
Cther - -
Claims Liability, End 3 - $ -

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 discretion. Retirement expense for the year ended April 30, 2018
totaled approximately $27,750. Fulltime employees, regardless of age, that meet the 20 year length of service
requirement are eligible for the benefits. Benefits may be offered to an employee under extenuating circumstances
with the approval of City Council.

C. Commitments and Contingencies

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 portion of the fund balance that is not
appropriable for future expenditures. Specific reservations of the fund balance accounts are summarized below,

Reserve Under Grant Agreement

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

Fund.
Balance, May 1, 2017 $ 274,965
Net change {12,355}
Balance April 30, 2018 $ 262,610
Asserted Claims

As of April 30, 2018, 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.
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CITY OF SPARTA, GEORGIA
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED APRIL 30, 2018

NOTE 4. OTHER INFORMATION, continued
D. Joint Venture

Under Georgia law, the City, in conjunction with other cities and counties in their area, is a 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, 2018, the City paid $1,400 in such dues. Membership in a RDC is required by the Official
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 RDC.
Separate financial statements may be obtained from:

Central Savannah River Area Regional Commission

3023 Riverwatch Parkway, Suite A
Augusta, Georgia 30907

E. 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. Astheloan is repaid, a revolving loan fund will be established for similar needs. The
loan, whose balance at April 30, 2018 was $262,610, 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 are $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 lieu of taxes. Both payments annually provide for a 30-year amortization. Principle payments over the next five
vears average $11,400 annually.

F. 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 that the City had not followed the
guidelines of the 1990 Community Development Block Grant for the use of these funds. The City has returned
funds of $21,736 from the redevelopment fund, and a payable of $172,829 has been recorded on these financial
statements and included as an intergovernmental payable in the Statement of Net Assets as of April 30, 2018,

G. Subsequent Events

The City performed an evaluation of subsequent events through October 31, 2018, the date upon which the City's
financial statements were available for issue. The City has not evaluated subsequent events after this date. No
subsegquent events were identified that would have required a change to the financial statements or disclosure in
the notes fo 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, 2018
Original Final Variance with
Budgeted Budgeted Actual Final Budget -
Amounts Amounts Amounts Positive (Negative)
Revenues:
Taxes Revenues:
General property taxes and public utilities $ 410,234 $ 410,234 § 368,134 % {42,100}
Occupation taxes 22,000 22,000 19,488 (2,512}
Franchise fees 89,000 89,000 79,086 {9,914)
Vehicle taxes 6,942 6,042 36,381 29,439
Mobile home taxes 1,958 1,958 2,392 434
Beer, liguor, wine tax 63,000 63,000 58,201 {4,799)
L.ocal option sales tax 160,000 160,000 159,884 (116)
Insurance premium tax 88,000 88,000 93,114 5,114
Total taxes revenues 841,134 841,134 816,680 (24,454)
Fines and Forfeitures- .
Municipal Court fines and forfeitures 50,000 50,000 37,041 (12,959)
Licenses and Permits:
Building permits 4,000 4,000 2,720 {1,280)
Parade permits 500 500 700 200
Beer and liquor licenses 13,000 13,000 12,563 (437)
Re-zening application fees 1,000 1,000 - {1,000)
Total licenses and permits 18,500 18,500 15,983 {2,517)
Charges for Services-
Garbage fees 229,000 229,000 108,764 {120,236)
Grant Revenue -
USDA grant 100,000 100,008 97,568 (2.412)
Total grant revenues 100,000 100,000 97 588 (2,412)
Other Revenue -
Miscellaneous revenues 3,068 3,066 3,918 852
Total Revenues 3 1,241,700 $ 1,241,700 % 1,079,974 § (161,726)
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CITY OF SPARTA, GEORGIA

EXHIBIT 11
REQUIRED SUPPLEMENTARY INFORMATION PAGE 2 OF 4
BUDGETARY COMPARISON SCHEDULE - GENERAL FUND
FOR THE YEAR ENDED APRIL 30, 2018
Criginal Final Variance with
Budgeted Budgeted Actual Final Budget -
Amounts Amounts Amounts Positive (Negative)
Expenditures:
General Government:
Salaries $ 40,000 % 21,300 % 20,577 % 723
Payroll taxes 3,000 3,000 1,732 1,268
Workers compensation reserve fund 14,200 14,200 10,423 3,777
Service contracts 10,000 12,000 10,316 1,684
Utilities 6,000 7.000 6,347 853
Telephone 6,000 6,000 4,662 1,338
Supplies 3,000 4,000 3.784 216
Landfill expenditures 500 500 - 500
Dues and subscriptions 2,246 2,246 1,799 447
Professional services 35,000 35,000 31,882 3,118
Repairs and maintenance 7,900 5,800 2,300 3,600
Insurance - genaral 16,000 18,500 17,041 1,469
Election/Registration expenditures 35,000 21,000 20,790 210
Postage 600 600 62 538
Equipment rental 106,800 14,800 519 14,281
Travel and training 4,000 4,000 3,103 897
GSCCCA 4,500 5,200 4,890 310
Advertising 3,000 3,000 1,854 1,148
Capital ouifay 20,254 14,254 12,463 1,791
Miscellaneous expenditures 134,300 53,600 38,518 15,082
Total General Government $ 356,300 3§ 246,100 $ 193,062 % 53,038
Administration:
Salarles:
Mayor $ 7,000 $ 7,000 § 4,900 % 2,100
Council 8,900 8,900 6,590 2,310
City Clerk’s office 18,200 19,200 18,220 980
Payroll taxes 2,700 2,700 2,180 520
Retirement expenditures 3,600 3,600 3,600 -
Telephone 800 1,000 815 185
Repairs and maintenance 1,000 1,400 1,200 200
Travel and training 13,600 11,600 6,076 5,524
Recorders court 3,600 3,600 3,300 300
Dues and subscriptions 1,800 - 2,600 1,980 620
Miscellaneous expenditures 9,800 14,900 12,267 2,633
Total Administration 3 70,500 § 76,6500 % 61,128 § 15,372
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CITY CF SPARTA, GEORGIA

REQUIRED SUPPLEMENTARY INFORMATION
BUDGETARY COMPARISON SCHEDULE - GENERAL FUND
FOR THE YEAR ENDED APRIL 30, 2018

EXHIBIT 11
PAGE 3 OF 4

QOriginal Final Variance with
Budgeted Budgeted Actual Final Budget -
Amounts Amounts Amounts Positive (Negative)
Public Safety:
Salaries:
Police department $ 320,000 § 349,000 $ 348,464 536
Fire department 10,000 9,500 9,050 450
Payroll taxes 26,300 29,000 26,939 2,061
Retirement expenditures 8,100 8,100 8,100 -
Workers compensation insurance 500 700 818 82
Group insurance 10,700 9,900 7.583 2,317
Utilities 17,500 20,000 18,783 1,217
Clothing and uniforms 2,500 4,100 3,803 197
Supplies 3,400 2,900 2,081 839
Tools and hardware 200 200 - 200
Telephone 12,800 15,400 14,737 663
Repairs and maintenance 12,600 12,850 8,323 4,527
Gasoline and oil 7,100 14,700 9,053 5,647
Trave] and training 6,500 5,600 4,805 795
Bonations 600 600 - 600
Capital outiay 1,100 1,100 1,100 -
Miscellaneous 49,600 49,250 34,639 14,611
Total Public Safety $ 489,600 $ 532,000 § 498,158 34,742
Street Maintenance:
Salaries $ 36,000 § 40,000 % 39,342 658
Payroll taxes 2,800 3,300 2,983 317
Group insurance 8,000 8,300 7,583 717
Workers compensation insurance 600 600 431 169
Retirement expenditures 3,600 3,600 3,600 -
Utilities 1,500 1,600 1,321 279
Solid waste disposal 100,000 125,000 104,900 20,100
Street and traffic lights 44,000 44,400 43,445 955
Gasoline, oll and grease 5,000 5000 4,865 135
Street and road improvements 7,000 7.000 - 7,000
Repairs and mainienance 16,900 16,100 12,942 3,158
Groundwater monitoring 24,500 14,500 13,115 1,385
Tools and hardware 800 1,000 998 2
Capital outlay 18,000 98,000 97,588 412
Miscellaneous 3,800 3,800 2,008 1,802
Total Street Maintenance $ 272600 $ 372,300 § 335,211 37,089
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CITY OF SPARTA, GEORGIA

EXHIBIT 11
REQUIRED SUPPLEMENTARY INFORMATION PAGE 4 OF 4
BUDGETARY COMPARISON SCHEDULE - GENERAL FUND
FOR THE YEAR ENDED APRIL 30, 2018
Original Final Variance with
Budgeted Budgeted Actual Final Budget -
Amounts Amounts Amounts Positive (Negative)
Payments to Other Government Agencles:
Historical Preservation 5 200 § 200 $ - 3 200
Intergovernmental- Redevelopment Grant - 85,500 85,185 315
Better Hometown Project 500 500 - 500
Streetscape Project 100,000 4,000 3,238 762
Uncle Remus Library 1,000 1,000 : 074 28
Total Payments to Other Government Agencles § 101,700 % 91,200 § 80,397 3 1,803
Debt Service ~
Principal $ 75,000 % 43,200 § 31,253 § 11,947
Interest and other charges 1,600 4,500 4,136 365
Total Debt Service 3 76,000 3% © 47,700 % 35,388 § 12,312
Total Expenditures % 1,366,700 3 1,366,700 § 1,212,344 & 154,366
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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 transportation 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, 2018
Special Revenue Capital Project
Total
Nonmajor
Redevelopment TSPLOST LMIG Governmental
Fund Fund Fund Funds
ASSETS
Cash $ 15000 % 20,756 8 56,074 % . 91,830
Intergovernmental receivable - 3,428 - 3,426
Notes receivable, net of uncollectible 262610 - - 262,610
Total Assets $ 277610 § 24,182 § 56,074 & 357 866
LIABILITIES AND FUND BALANCE
Liability
Pue to Department of Commumnily Affairs 5 15,000 % - - § 15,000
Total Liabilities 15,000 - - 15,000
Fund Balance -
Restricted for special programs 262,610 24,182 56,074 342,866
Total fund balance 262,610 24,182 56,074 342 866
Total Liabilities and Fund Balance 3 2778106 3 24,182 § 56074 % 342,866
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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, 2018
Special Revenue Capital Project
Total
Nonmajor
Redevelopment TSPLOST LMIG Governmental
Fund Fund Fund Funds

Revenues:

Taxes $ - 8 35870 $ - 8 35,670

Intergovernmental revenue - - 21,541 21,541

Other revenue 2,645 - - 2,645

Total revenues 2,645 35,670 21,541 59,856

Expenditures:

Capital outlays - 14,670 - 14,670

Other expenditures 15,000 - - 15,060

Total expenditures 15,000 14,670 - 29,670

Excess of Revenues Over Expenditures {12,355) 21,000 21,541 30,186
Other Financing Use -

Transfer out - (15,264) - (15,264)

Net change in fund balance {12,355) 5,736 21,541 14,922
Fund Balance, Beginning 274 965 18,446 34,533 327,944
Fund Balance, Ending $ 262,610 % 24,182 § 56,074 % 342 866
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CITY OF SPARTA, GEORGIA

EXHIBIT 14

BUDGETARY COMPARISON SCHEDULE — REDEVELOPMENT FUND
FOR THE YEAR ENDED APRIL 30, 2018

Revenue -
Interest income

Total revenues

Expenditures:
Miscellaneous

Total expenditures
Excess of Revenues Over Expenditures
Fund Balance, Beginning

Fund Balance, Ending
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Ortginal and Final

Variance with

Sudgeted Actual Final Budget -

Amounts Amounts Positive (Negative}
$ 15,000 § 2645 3% {12,355)
15,000 2,645 {12,355)

15,000 15,000 -

15,000 15,000 -

- (12,355) (12,355)

274,965 274,965 -
$ 274,965 % 262,610 $ (12,355)




CITY OF SPARTA, GEORGIA

BUDGETARY COMPARISON SCHEDULE - TSPLOST FUND
FOR THE YEAR ENDED APRIL 30, 2018

Revenue -
TSPLOST income
Total revenues

Expenditures-

Miscellaneous expenditures
Capital cuflays
Total expenditures

Excess of Revenues Over Expenditures

Other Financing Use -

Transfer out

Excess (Deficiency) of Revenues and Other Financing
Sources Over (Under) Expenditures

Fund Balance, Beginning

Fund Balance, Ending

.38

EXHIBIT 156

Final Variance with
Budgeted Actual Finai Budget -
Amounts Amounts Positive (Negative)

$ 36,000 § 35670 % {330)
38,000 35,670 {330)

15,000 14,670 330

15,000 14,670 330

21,000 21,000 -

{21,000) (15,264} 5,736

- 5,736 5,736

18,446 18,446 -

$ 18,446 § 24182 § 5,736
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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 Council
City of Sparta, Georgia

We have audited, 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, the financial statements of the governmental activities, the
business type 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, 2018, and the related notes to the financial
statements, which collectively comprise the City of Sparta’s basic financial statements and have issued our
report thereon dated October 31, 2018.

Internal Control Over Financial Reporting

in planning and performing our audit of the financial statements, we considered the Cily of Sparta, Georgia's
internal control over financial reporting {internal control) to determine the audit procedures that are
appropriate in the circumstances for the purpose of expressing our opinions on the financial statements, but
not for the purpose of expressing an opinion on the effectiveness of the City of 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 deficiency, or a combination of deficiencies, in internal control that is less severe than a
material weakness, yet important enough to merit attention by those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in internal control that might be material
weaknesses or significant deficiencies, 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 schedule of findings and questioned costs,
that we consider to be significant deficiencies noted as item 18-1 to 18-2.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the City of Sparta Georgia's financial statements
are free from material misstatement, we performed tests of its compliance with certain provisions of laws,
reguiations, contracts, and grant agreements, noncompliance with which could have a direct and material
effect on the determination of financial statement amounts. However, providing an opinion on compliance
with thase provisions was not an objective of our audit, and accerdingly, we do not express such an opinion.
The results of our tests disclosed no instances of noncompliance or other matters that are required to be
reported under Govemment Auditing Standards.
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City of Sparta, Georgia’s Response to Findings

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

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance
and the results of that testing, and not to provide an opinion on the effecliveness of the entity’s internal
control or on compliance. This report is an integral part of an audit performed in accordance with

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

Wapd« W P G

October 31, 2018
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CITY OF SPARTA, GEORGIA
SCHEDULE OF FINDINGS AND RESPONSES
For the Year Ended April 30, 2018

FINDINGS — FINANCIAL STATEMENT AUDIT

18-1 Segregation of Duties
Condition

Due 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 might aveid detection are possible.
Recommendation

The Gity should implement other internal controls in areas where segregation of duties is not practical.
Views of Responsible 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. Additionally, we plan to hire additional staff lo further segregate the duties of the
City.

18-2 Accounts Receivable Delinquencies in Utilities Department

Condition

It was noted during the course of the audit that delinquencies in the Utilities Depariment accounts
receivables, which includes gas receivables, water and sewer receivables and garbage receivables, are
excessive. These large receivable balances are partially due to cut-off procedures in place by the Utilities
Department.

Effect

The utilities accounts receivable balances continue to increase.

Recommendation

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

Views of Responsible Officials
We concur and have an agreement to outsource the collection of delinquent utility accounts to a third-party

collection company. Cut-offs are being made on the 18" of the month for customers that are two months in
arrears.
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CITY OF SPARTA
PO Box H, 12912 Broad Street
Sparta, Georgia 31087

Georgia Department of Audits & Accounts
270 Washington Street, S,W,

Suite 1-156

Atlanta, Georgia 30334-8400

Gentlemen:

The following constitules our corrective action plan regarding the findings and recommendations in our
audit report for the year ended April 30, 2018,

With respect to the findings in the "Independent Auditor's Report on Internal Control Structure Based on
an Audit of General Purpose Financial Statements Performed in Accordance with Government Auditing
Standards,” we submit the following commments:

We annually review our system. of internal control after our audited financial statements are received,
along with any suggestions from the accounting firm as to improvements that can be made to strengthen
controls,

1. Due 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. The City requires dual signatures on
chacks and council approval for non-recurring expenditures, as well as the use of daily
reconciliation procedures across department lines to help alleviate the segregation jssues.

2. It was noted during the course of the audit that delinquencies in the Utilities Department
accounts receivables, which include gas receivables, water and sewer receivables and garbage
receivables, are excessive. The City has enfered into an agreement to outsource the collection of
delinquent utility accounts. Cut-offs are being made on current customers not paying by the 18%
of the month.

We feel that our internal control system is as strong as possible in the above described situation wifh the
limited number of personnel involved. As indicated in the auditor's report, no significant errors or
irregularities were found because of our lack of segregation of duties.

Should you need any further explanation of this matter please contact us,

Si;j‘ji— /4/\V

Williarm Fvans, Jr.
Mayor, Cify of Sparta




