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INDEPENDENT AUDITOR'S REPORT

Mayor and City Council
City of Walnut Grove
Walnut Grove, Georgia

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, the discretely presented component unit, each major fund and the remaining fund information of
the City of Walnut Grove, Georgia as of and for the year ended June 30, 2020, and the related notes to the
financial statements, which collectively comprise the City’s basic financial statements as listed in the table
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 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 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 to the entity’s preparation
and fair presentation of the financial statements in order to design audit procedures that are appropriate in
the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s
internal control. Accordingly, we express no such opinion. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of significant accounting estimates
made by management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinions.
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City of Walnut Grove, Georgia
Page Two ,

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, the business-type activities, the discretely
presented component unit, each major fund and the remaining fund information of the City of Walnut
Grove, Georgia as of June 30, 2020, and the respective changes in financial position and, where applicable,
cash flows-thereof and the budgetary comparison of the General Fund for the year then ended in accordance
with accounting principles generally accepted in the United States of America.

Other Matters
Required Supplementary Information

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

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the City of Walnut Grove, Georgia’s basic financial statements. The schedule of projects
constructed with special sales tax proceeds is presented for purposes of additional analysis and is not a
required part of the basic financial statements.

The schedule of projects constructed with special sales tax proceeds is the responsibility of management and
was derived from and relates directly to the underlying accounting and other records used to prepare the
basic financial statements. 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
schedule of projects constructed with special sales tax proceeds is fairly stated in all material respects, in
relation to the basic financial statements taken as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated April 5, 2021
on our consideration of the City of Walnut Grove, Georgia’s internal control over financial reporting and
on our tests of its compliance with certain provisions of laws, regulations, contracts, and grant agreements
and other matters. The purpose of that report is solely to describe the scope of our testing of internal
control over financial reporting and compliance and the results of that testing, and not to provide an
opinion on the effectiveness of the City of Walnut Grove, Georgia’s internal control over financial
reporting or on compliance. That report is an integral part of an audit performed in accordance with
Government Auditing Standards n considering the City of Walnut Grove, Georgia’s internal control over
financial reporting and compliance.

Macon, Georgia i M’ }{/{ {-MLC/
April 5, 2021
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CITY OF WALNUT GROVE, GEORGIA

STATEMENT OF NET POSITION
JUNE 30, 2020

Primary Government Component Unit ?

Downtown :'(\

Governmental ~ Business-Type Development \§",
Activities Activities Total Authority O

ASSETS
Cash and cash equivalents $ 1,063,281 $ 318,957 $ 1,382,238 A 91,391
Receivables, net of allowance

Taxes 495 - 495 -
Due from other government 45,653 - 45,653 -
Internal balances (32,746) 32,746 - - ¢
Capital assets:

Nondepreciable 764,368 125,000 889,368 -

Depreciable 1,322,847 2,365,340 3,688,187 - ¢
Total Assets 3,163,898 2,842,043 6,005,941 91,391 O
LIABILITIES
Accounts payable 28,869 2,300 31,169 - -
Unearned revenue - 300,000 300,000 -

Noncurrent liabilities

Due within one year 29,152 16,822 45974 -

Due in more than one year 191,317 657,317 848,634 -
Total Liabilities 249,338 076,439 1,225,777 -
NET POSITION
Net investment in capital assets 1,866,746 1,816,201 3,682,947 -
Restricted for

Capital outlay 215,382 - 215,382 -
Unrestricted 832,432 49,403 881,835 91,391
Total Net Position $ 2,914,560 $ 1,865,604 $ 4,780,164 $ 91,391

The accompanying notes are an integral part of these statements.
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CITY OF WALNUT GROVE, GEORGIA

BALANCE SHEET 5.’
GOVERNMENTAL FUNDS
JUNE 30, 2020 é“
Nonmajor Total Q
General 2019 SPLOST 2013 SPLOST Govemmental
Fund Fund Fund Funds '
ASSETS 84
Cash and cash equivalents $ 869,041 $ 124303 % 69,937 § 1,063,281 O’
Receivables, net of allowance -
Taxes 495 - - 495 )
Due from other governments 24,511 21,142 - 45,653 '\:
Total Assets $ 894047 $ 145445 $ 69,937 $ 1,109,429 . p
LIABILITIES !Q,;-
Liabilities: Q;
Accounts payable $ 28869 $ - 3 - $ 28869 qj
Due to other funds 32,746 - - 32,746 O
Total Liabilities 61,615 ; : 61,615 8}
DEFERRED INFELOW OF RESOURCES {‘
Unavailable revenue - property taxes 419 - - 419
Total Deferred Inflow of Resources 419 - - 419 ~
— : f
FUND BALANCES
Restricted - 145,445 69,937 215,382 hy
Assigned 100,000 - - 100,000 |
Unassigned 732,013 - - 732,013
Total Fund Balances 832,013 145,445 69,937 1,047,395
Total Liabilities, Deferred Inflow of
Resources, and Fund Balances $ 894,047 3§ 145445 § 69,937 § 1,109,429

The accompanying notes are an integral part of these statements.
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CITY OF WALNUT GROVE, GEORGIA

RECONCILIATION OF THE BALANCE SHEET
OF GOVERNMENTAL FUNDS TO THE
STATEMENT OF NET POSITION
JUNE 30, 2020

Amounts reported for governmental activities in the Statement of Net Position differ from
amounts reported in the Balance Sheet of Governmental Funds due to the following:

Total Governmental Fund Balances $ 1,047,395

SV JOU0000]

Capital Assets
. Capital assets used in governmental activities are not financial resources and, therefore,

(~§ " arenotreported in the funds.

Cost of the assets 3,748,634
g Accumulated depreciation (1,661,419)
st Revenues

Some of the government's revenues will be collected after year-end but are not available
soon enough to pay for the current period's expenditures and therefore are deferred in the
funds. 419

Long-term Liabilities
Long-term liabilities are not due and payable in the current period and, therefore, are not
reported as fund liabilities. Interest on long-term debt is mot accrued in governmental
‘funds, but rather is recognized as an expenditure when due. All liabilities both current and
long-term are reported in the Statement of Net Position. Long-term liabilities at year-end

consist of the following:
Bonds payable (220,469)
Net Position of Governmental Activities $ 2,914,560

The accompanying notes are an integral part of these statements.
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CITY OF WALNUT GROVE, GEORGIA

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES
GOVERNMENTAL FUNDS
FOR THE YEAR ENDED JUNE 30, 2020

Revenues:

Taxes
Sales tax
Property tax
Insurance premium
Franchise taxes
Beer and wine
Motor vehicle

License and permits

Intergovernmental

Charges for services

Fines

Interest earnings

Other revenues

Total Revenues

Expenditures:
Current:
General government
Judicial
Public safety
Public works
Culture and recreation
Debt Service:
Principal
Interest

Total Expenditures

Excess (Deficiency) of Revenues
Over (Under) Expenditures

ther Financing Sour es):
Transfers to other funds

Total other financing sources (uses)

Net change in fund balances
Fund Balance - Beginning of year
Fund Balance - End of year

Nonmajor Total
General 2019 SPLOST 2013 SPLOST Governmental
Fund Fund Fund Funds

$229458 § - 3 - § 229,458
201,967 - - 201,967
101,259 - - 101,259
68,338 - - 68,338
87,808 - - 87,808
23,506 - - 23,506
18,710 - - 18,710

- 219,870 - 219,870

80,801 - - 80,801
30,032 - - 30,032
566 - - 566
3,431 - - 3,431
845,876 219,870 - 1,065,746
262,601 - - 262,601
20,801 - - 20,801
5,590 - - 5,590
206,388 128,475 - 334,863
55,425 - - 55,425
28,408 - - 28,408
8,194 - - 8,194
587,407 128,475 - 715,882
258,469 91,395 - 349,864
- - (41,788) {41,788)

- - (41,788) (41,788)
258,469 91,395 (41,788) 308,076
573,544 54,050 111,725 739,319
$832,013 3 145445 3% 69,937 $ 1,047,395

The accompanying notes are an integral part of these statements.
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CITY OF WALNUT GROVE, GEORGIA

RECONCILIATION OF THE STATEMENT OF REVENUES,
EXPENDITURES AND CHANGES IN FUND BALANCES
OF GOVERNMENTAL FUNDS TO THE
STATEMENT OF ACTIVITIES
FOR TIHE YEAR ENDED JUNE 30, 2020

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

Net changes in fund balances - total governmental funds

WIS v Vv e Jolo]

Capital Assets
Governmental funds report capital outlays as expenditures. However, in the Statement of
Activities, the cost of those assets is depreciated over their estimated useful lives and reported
as depreciation expense.
Total depreciation

LAY
v t 4 v J’_

)

Revenues
Revenues in the statement of activities that do not provide current financial resources are not
reported as revenues in the funds.

Long-term Debt
Under the modified accrual basis of accounting used in governmental funds, expenditures are
not recognized for transactions that are not normally paid with expendable available financial
resources. In the Statement of Activities, however, which is presented on the accrual basis,
expenses and liabilities are reported regardless of when the financial resources are available.
In addition, interest on long-term debt is not recognized under the modified accrual basis of
accounting until due, rather than as it accrues. The adjustments for these items are as follows:
Bonds

Change in Net Position of Govermnmental Activities

The accompanying notes are an integral part of these statements.
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CITY OF WALNUT GROVE, GEORGIA

GENERAL FUND

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN

Revenues:

Taxes:

Local option sales tax

Property

Other taxes:
Beer and wine
Insurance premium
Franchise tax
Motor vehicle

Total Taxes

Licenses and Permits:
Building permits & licenses

Total Licenses and Permits

Fines and Forfeitures:
Fines

Total Fines and Forfeitures

Charges for Services:
Sanitation & Streetlights
Other fees

Total Charges for Services

Miscellaneous:
Interest earnings
Miscellaneous

Total Miscellaneous

Total Revenues

The accompanying notes are an integral part of these statements.

FUND BALANCES - BUDGET AND ACTUAL

FOR THE YEAR ENDED JUNE 30, 2020

Budget Amounts Variance
With Final
Original Final Actual Budget

$ 200,000 3 200,000 $ 220458 $ 29,458
150,000 190,000 201,967 11,967
70,000 70,000 87,808 17,808
97,000 97,000 101,259 4,259
69,050 69,050 68,338 (712)
20,000 20,000 23,506 3,506
646,050 646,050 712,336 66,286
15,800 15,800 18,710 2,910
15,300 15,800 18,710 2,910
70,000 70,000 30,032 (39,968)
70,000 70,000 30,032 (39,968)
86,300 86,300 70,526 (15,774)
3,250 3,250 10,275 7,025
89,550 89,550 80,801 (8,749)
330 330 566 236

- - 3,431 3,431

330 330 3,997 3,667
821,730 821,730 845,876 24,146
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CITY OF WALNUT GROVE, GEORGIA

GENERAL FUND

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN

FUND BALANCES - BUDGET AND ACTUAL

FOR THE YEAR ENDED JUNE 30, 2020

(CONTINUED)
Budget Amounts Variance
With Final
Original Final Actual Budget
Expenditures:
Current:
General Government:
Administrative $ 434980 § 434,980 262,601 $ 172,379
Judicial
Municipal Court 23,400 23,400 20,801 2,599
Culture and Recreation:
Library 50,000 50,000 50,000 -
Community Events 15,670 15,670 5,425 10,245
Public Works:
Street 184,000 184,000 152,213 31,787
Waste Collection 55,000 55,000 54,175 825
Public Safety 21,680 21,680 5,590 16,090
Debt Service
Principal 28,408 28,408 28,408 -
Interest 8,592 8,592 8,194 398
Total expenditures 821,730 821,730 587,407 234,323
Excess (Deficiency) of Revenues
Over (Under) Expenditures - - 258,469 258,469
Net change in fund balances - - 258,469 258,469
Fund Balance - Beginning of year 573,544 573,544 573,544 -
Fund Balance - End of year $ 573,544 § 573,544 832,013 $ 258469

The accompanying notes are an integral part of these statements.
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CITY OF WALNUT GROVE, GEORGIA

STATEMENT OF NET POSITION
PROPRIETARY FUND
JUNE 30, 2020

ASSETS

Current assets:
Cash and cash equivalents
Due from other funds

Total current assets

Noncurrent assets:
Capital assets:
Non depreciable
Depreciable, net

Total noncurrent assets
Total Assets

LIABILITIES

Current liabilities:
Accounts payable
Unearned revenue

Total current liabilities

Long-term liabilities:
Due within one year
Due in more than one year

Total noncurrent liabilities
Total Liabilities

NET POSITION
Net Investment in Capital Assets
Unrestricted

Total Net Position

Water Treatment
Plant Fund

$ 318,957
32,746

351,703

125,000
2,365,340

2,490,340

2,842,043

2,300
300,000

302,300

16,822
657,317

674,139

976,439

1,816,201
49,403

$ 1,865,604

The notes to the financial statements are an integral part of the basic financial statements.
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CITY OF WALNUT GROVE, GEORGIA

STATEMENT OF REVENUES, EXPENSES AND CHANGES IN FUND NET POSITION
PROPRIETARY FUND
FOR THE YEAR ENDED JUNE 30, 2020
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Total Net Position - Ending of Year

Water Treatment
Plant Fund
Operating revenues:
A Charges and fees $ 3,828
Lomint”
Total operating revenues 3,828
[; Operating expenses:

Utilities 5,207

Engineering 8,050

Environmental Testing 13,750

Other operating expenses 747

Repairs and maintenance 7,950

Depreciation 84,477

Total operating expenses 120,181
Total operating income (loss) (116,353)

Nonoperating revenues (expenses):

Interest expense (4,363)
Total nonoperating revenues (expenses) (4,363)
Net income before capital contributions and transfers (120,716)

Transfers in 41,788
Change in net position (78,928)

Total Net Position - Beginning of Year 1,944,532

$ 1,865,604

The notes to the financial statements are an integral part of the basic financial statements.
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CITY OF WALNUT GROVE, GEORGIA

STATEMENT OF CASH FLOWS
PROPRIETARY FUND
FOR THE YEAR ENDED JUNE 30, 2020

Cash Flows from Operating Activities:
Cash received from customers

Cash paid to suppliers for goods and services
Net Cash Flows Provided by (Used for) Operating Activities

Cash Flows from Noncapital Financing Activities:
Transfers from 2013 SPLOST Fund

Net Cash Provided by Noncapital Financing Activities

Cash Flows from Capital and Related Financing Activities:
Principal paid
Interest paid

Net Cash Provided by (Used for) Capital and Related
Financing Activities

Net Increase (Decrease) in Cash and Cash Equivalents
Cash and Cash Equivalents, Beginning of Year

Cash and Cash Equivalents, End of Year

Water Treatment
Plant Fund

$ 303,828
(35,196)

268,632

41,788

41,788

(37,425)
(4,363)

(41,788)

268,632

50,325

$ 318,957

The notes to the financial statements are an integral part of the basic financial statements.
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CITY OF WALNUT GROVE, GEORGIA

STATEMENT OF CASH FLOWS
PROPRIETARY FUND
FOR THE YEAR ENDED JUNE 30, 2020

Reconciliation of Increase (Decrease) in Net
Position to Net Cash Used in Operating Activities:

Total Operating Income

Adjustments to Reconcile Net Operating Income (Loss)
to Net Cash Provided by (Used for) Operating Activities:
Depreciation
Changes in Assets and Liabilities:

Increase (decrease) in accounts payable
Increase (decrease) in unearned revenue

Total Adjustments

Net Cash Provided by (Used for) Operating Activities

Water Treatment
Plant Fund

$ (116,353)

84,477

508
300,000

384,985

3 268,632

The notes to the financial statements are an integral part of the basic financial statements.
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CITY OF WALNUT GROVE, GEORGIA

NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2020

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The City of Walnut Grove was incorporated on January 1, 1905 under the provision of an Act of
the General Assembly of Georgia. The City of Walnut Grove operates under a mayog-council
form of government and provides the following services as authorized by its charter: public
safety, streets, sanitation and general administrative services.

The accounting policies of the City of Walnut Grove conform to generally accepted accounting
principles as applicable to governments. The following is a summary of the City's more
significant policies applied in the preparation of the accompanying financial statements.

A.

Reporting Entity

As required by generally accepted accounting principles, the financial statements of the
teporting entity include those of the City of Walnut Grove, Georgia (primary
government) and any component units. A component unit is a legally separate
organization for which the elected officials of the primary government are financially
accountable. In addition, a component unit can be another organization for which the
nature and significance of its relationship with a primary government is such that
exclusion would cause the reporting entity's financjal statements to be misleading or
incomplete.

The component unit discussed below is included in the City's reporting entity because of

the significance of their operational and financial relationships with the City. In
conformity with generally accepted accounting principles, as set forth in Statement of
Governmental Accounting Standards Board (GASB) No. 61 “The Financial Reporting
Entity: Omnibus, an amendment of GASB Statement No. 14 and 34, the City’s
relationships with other governments and agencies have been examined. The financial
statement of the component unit has been included as a discretely presented component
unit. The component unit columns in the combined financial statements include the
financial data for the Downtown Development Authority, as of June 30, 2020. The
financial information for the component unit is reported in columns separate from the
City’s financial information to emphasize that it is legally separate from the City.

Discretely Presented Component Units

The Downtown Development Authority (the “Authority”) provides various oversight
services for the citizens of the City related to the development of the downtown area. The
Authority’s governing authority is appointed by the City Council. The Authority’s policy
is to maintain its financial records on the cash basis of accounting. The Authority is
audited along with the primary government financial statements and separate financial
statements are not prepared.

Under Georgia law, the City, in conjunction with other cities and counties in the northeast
Georgia area, is a member of the Northeast Georgia Regional Commission (RC) and is
required to pay annual dues thereto. Membership in an RC is required by the Official Code
of Georgia Annotated (OCGA) Section 50-8-34 which provides for the organization
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CITY OF WALNUT GROVE, GEORGIA

NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2020
(CONTINUED)

structure of the RC in Georgia. The RC Board membership includes the chief elected
official of each county and municipality of the area. OCGA 50-8-39-.1 provides that the
member governments are liable for any debts or obligations of a RC. Separate financial
statements may be obtained from:

Northeast Georgia Regional Commission
305 Research Drive
Athens, GA 30605

Government-wide and Fund Financial Statements

The government-wide financial statements (i.e., the statement of net position and the
statement of activities) report information on all of the nonfiduciary activities of the City.
For the most part, the effect of interfund activity has been removed from these
statements. Governmental activities, which normally are supported by taxes and
intergovernmental revenues, 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 customers 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 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 governmental funds, proprietary funds, and
fiduciary funds, even though the latter are excluded from the government-wide financial
statements. Major individual governmental funds and major individual enterprise funds
are reported as separate columns in the fund financial statements.

Measurement Focus. Basis of Accounting and Financial Statement Presentation

The government-wide financial statements are reported using the economic resources
measurement focus and the accrval basis of accounting, as are the proprietary fund
financial statements. Revenues are recorded when earned and expenses are recorded
when a liability is incurred, regardless of the timing of related cash flows. Property taxes
are recognized as revenues in the year for which they are levied. Grants and similar items
are reported as revenue 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 soon as they are both measurable and available. Revenues are considered to
be available when they are collectible within the current period or soon enough thereafier
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
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accrual accounting. However, debt service expenditures, as well as expenditures related
to compensated absences and claims and judgments, are recorded only when payment is
due.

Sales 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. All other revenue items are considered to be measurable and
available only when cash is received by the government.

Proprietary funds distinguish operating revenues and expenses from non-operating items.
Operating revenues and expenses generally result from providing services in connection
with a proprietary fund’s principal ongoing operations. The principal operating revenue
of the City’s enterprise fund is charges to customers for sales and services. Operating
expenses for enterprise funds include the cost of sale and services, administrative
expenses, and depreciation on capital assets. All revenues and expenses not meeting this
definition are reported as non-operating revenues and expenses.

The government reports the following major governmental funds:

General Fund — The General Fund is the general operating fund of the City. It is
used to account for all financial resources except those required to be accounted
for in another fund.

2019 Special Purpose Local Option Sales Tax (SPLOST) — The capital project
fund is used to account for various projects associated with the approved
SPLOST.

The government reports the following major proprietary fund:

Water Treatment Plant Fund — The Water Treatment Plant Fund accounts for the
activities of the water treatment facility.

Additionally, the government reports the following fund types:
Capital Projects Funds — Capital Project Funds are used to account for financial

resources to be used for the acquisition or construction of major capital facilities
(other than those financed by Business-type / Proprietary Funds)

Deposits and Investments

The government’s cash and cash equivalents are considered cash on hand, demand
deposits, and short-term investments with original maturities of three months or less from
the date of acquisition.

Investments are reported at fair value which is determined using selected bases. Cash
deposits are reported at carrying amount which reasonably estimates fair value.
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CITY OF WALNUT GROVE, GEORGIA

NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2020
(CONTINUED)

Inventory

Inventories of expendable supplies held for consumption are not considered material and
are recorded as expenditures, or expenses, as appropriate, when purchased.

Prepaid Items

Payments made to vendors for services that will benefit periods beyond June 30, 2020,
are recorded as prepaid items using the consumption methods of reporting an asset for the
prepaid amount and reflecting the expenditure/expense in the year in which services are
consumed. At the fund reporting level, an equal amount of fund balance is nonspendable,
as this amount is not available for general appropriation.

Capital Assets

Capital assets, which include property, plant, equipment and infrastructure assets (e.g.,
roads, bridges, sidewalks, and similar items), are reported in the government-wide
financial statements. Capital assets are defined by the government as assets with an
initial, individual cost of more than $5,000 and an estimated useful life in excess of two
years. Such assets are valued at cost or estimated historical cost if purchased or
constructed. Donated capital assets are valued at their acquisition value on the date of
donation,

General infrastructure assets acquired prior .to January 1, 2004 are not reported in the
basic financial statements.

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

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

Estimated Lives

Governmental
Asset Class Activities
Buildings 10-30 years
Building Improvements 10-15 years
Improvements, other than buildings 10 years
Equipment 5-10 years
Furniture and fixtures 5-7 years
Vehicles 5 years

Infrastructure 20 years




CITY OF WALNUT GROVE, GEORGIA
NOTES TO THE FINANCIAL STATEMENTS
TUNE 30, 2020
(CONTINUED)

Compensated Absences

The vacation benefits granted to full-time, permanent employees are immaterial to the
financial statements.

Long-Term Obligations

In the government-wide financial statements, long-term debt and other long-term
obligations are reported as liabilities in the applicable statement of net position.

Fund Equity

In the financial statements, governmental funds report the following classifications of
fund balance in accordance with Governmental Accounting Standards Board Statement
No. 54: .

» Nonspendable — amounts that cannot be spent because they are either (a) not in
spendable form or (b) legally or contractually required to be maintained intact.

e Restricted — amounts are restricted when constraints have been placed on the use
of resources by (a) externally imposed by creditors, grantors, contributors or laws
or regulations of other governments or (b) imposed by law through constitutional
provisions or enabling legislation.

e Committed — amounts that can only be used for specific purposes pursuant to
constraints imposed by formal action of the Council. The Council approves
committed resources through a motion and vote during the voting session of
Council meetings.

o Assigned — amounts that are constrained by the City’s intent to be used for
specific purposes, but are neither restricted nor committed. By motion, the City
Council has authorized the Mayor or City Clerk or designee to assign fund
balances.

e Unassigned — amounts that have not been assigned to other funds and that are not
restricted, committed or assigned to specific purposes within the General Fund.

Flow Assumptions — When both restricted and unrestricted amounts of fund balance are
available for use for expenditures incurred, it is the City’s policy to use fund balance in
the following order: restricted, committed, assigned and unassigned amounts as they are
needed. The City does not have a formal minimum fund balance policy.
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CITY OF WALNUT GROVE, GEORGIA
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2020
(CONTINUED)

The following is a summary of the fund balance classifications as of June 30, 2020:

General 2019 Nonmajor
Fund SPLOST  Governmental Total

Fund Balances
Restricted for:

Capital outlay $ - $ 145445 § 69,937 $§ 215,382
Assigned for:

FY21 Appropriation 100,000 - - 100,000
Unassigned 732,013 - - 732,013
Total fund balances § 832,013 § 145445 § 69,937 $ 1,047,395

Net position flow assumption

Sometimes the City will fund outlays for a particular purpose from both restricted (e.g.,
restricted bond or grant proceeds) and unrestricted resources. In order to calculate the
amounts to report as restricted- net position and unrestricted- net position in the
government-wide and proprietary fund financial statements, a flow assumption must be
made about the order in which the resources are considered to be applied. It is the City’s
policy to consider restricted-net position to have been depleted before unrestricted-net
position,

Risk Management

The City is exposed to various risks of loss related to torts; theft of, damage to, or
destruction of assets; and errors or omissions. The City purchases commercial insurance
for these types of risk. For these risks, settlements have not exceeded coverage for the
past three years. The City had no significant reduction in insurance coverage from
coverage in the prior year.

Deferred Outflows/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 or periods and so will be not be recognized as an outflow of resources
(expense/expenditure) until then.

In addition to liabilities, the statement of financial position will sometimes report a
separate section for deferred inflows of resources. This separate financial statement
element, deferred inflows of resources, represents an acquisition of net position that
applies to a future period or periods and so will not be recognized as an inflow of
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resources (revenue) until that time. The City has one type of item which arises under &
modified accrual basis of accounting that qualifies for reporting in this category.

The item, unavailable revenue, is reported only in the governmental funds balance sheet.
The governmental funds report unavailable revenues from one source, property taxes.
This amount is deferred and recognized as an inflow of resources in the period that the
amounts become available.

NOTE 2 - BUDGETS AND BUDGETARY ACCOUNTING

A,

Budget Process

An annual appropriate budget is adopted for all fund types except fiduciary funds, which
are not budgeted and capital projects fund which have project length budgets. Budgets are
prepared on the modified accrual basis for governmental type funds and are consistent
with generally accepted accounting principles (GAAP). All annual appropriations lapse at
the end of the fiscal year with the exception of the capital projects funds.

Each year, the City Clerk and Mayor prepare a proposed budget for consideration by the
City Council. Prior to the beginning of the new fiscal year, the City holds budget hearings
seeking comments and fielding questions from its citizens. After consideration of all
comments and a review of the proposed budget, the City Council either approves the
original proposed budget or a revised budget, after making appropriate changes.

The budget is prepared on a detailed line item basis. Budgetary control is maintained at
the department level of control. Revenues are budgeted by source. Expenditures are
budgeted by department. All budget revisions at this level are subject to final review by
City Council. Within these control levels, management may transfer appropriations
without Council approval.

NOTE 3 - DEPOSITS AND INVESTMENTS

A.

Custodial Credit Risk - Deposits

The custodial credit risk for depaosits is the risk that in the event of the failure of the bank,
the government will not be able to recover deposits. The City’s bank balances of deposits
as of June 30, 2020 are entirely insured or collateralized with securities held by the City’s
agent in the City’s name. State statues require banks holding public funds to secure these
funds by FDIC insurance, securities pledged at par value, and surety bonds at face value
in combined aggregate totaling not less than 110 percent of the public funds held. The
City’s deposits are categorized to give an indication of the level of risk assumed by the
City at fiscal year-end.

The categories are described as follows:

Category 1 — Insured or collateralized with securities held by the City or by its agent in
the City’s name,
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Category 2 — Collateralized with securities held by the pledging financial institution’s
trust department or agent in the City’s name

Category 3 - Uncollateralized

B. Investments

Custodial credit risk. For an investment, the custodial risk is the risk that in the event of
the failure of the counter-party to a transaction, an entity will not be able to recover the
value of the investment or collateral securities that are in possession of an outside party.
The City had no such investments with such risk as of June 30, 2020.

Interest rate risk. Interest rate risk is the risk that changes in interest rates will adversely
affect the fair value of an investment. The City does not have a formal investment policy
that limits investment maturities as 2 means of managing its exposure to fair value losses
arising from increasing interest rates.

Credit risk. Georgia law allows investments in obligations of the U.S. Treasury, other
U.S. Governmental Agencies, State of Georgia, other states, prime banker’s acceptances,
repurchase agreements, other political subdivisions of Georgia and the Office of State
Treasurer. The Office of State Treasurer is not registered with the SEC. Shares sold and
redeemed are based on $1.00 per share. The reported value of the pool is the same as the
fair value of the pool shares. The Office of State Treasurer is a stable net asset value
investment pool that follows Standard & Poor’s criteria for AAAT rated money market
funds.

The City had no investments at June 30, 2020.

NOTE 4 -PROPERTY TAXES

State law requires that property taxes be based on assessed value, which is 40% of market value.
All real and personal property (including motor vehicles) is valued as of January 1 of each year
and must be returned for tax purposes by March 1. With the exception of motor vehicles and the
property of public utilities, which are valued by the State Revenue Department, all assessments
are made by the Walton County Board of Tax Assessors.

Upon completion of all assessments and tax returns, the information is compiled to form 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 at the state mandated forty percent (40%) of fair market value. The Commissioner
has the option to withhold certain state funding if the mandated 40% level is not reached.

Property taxes are levied each year based on assessed values determined the previous January 1,
The Mayor and Council officially set the mill rates each year. Property taxes attach an
enforceable lien on property as of June 30% of the following year. Judicial property sales are
commenced during June and July of the following year.
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The property tax calendar is as follows:

Real/Personal
Property
(Excluding Vehicles) Motor Vehicles
Assessment date January 1 January 1
Levy date November 15 January 1
Due date and collection date January 20 Staggered
Lien date June 20 N/A

Property taxes receivable have been reduced to their estimated net realizable value. Estimated
uncollectible amounts are based upon historical experience rates and result in a direct reduction of
the related revenue amount at the end of the period.

NOTE 5 - DUE FROM OTHER GOVERNMENTS

Amounts due from other governments consist of the following:

General 2019
Fund SPLOST Total
State of Georgia $ 2199 §$ - % 21,990
Walton County 2,521 21,142 23,663
Total $ 24511 $ 21,142 § 45,653

NOTE 6 - UNEARNED REVENUE

Unearned revenue represents tap fees which were paid of advance by a developer for a project
that will be completed in fiscal year 2021. The total amount received in advance was $300,000.
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NOTE 7 - CAPITAL ASSETS

Capital asset activity for the year ended June 30, 2020, was as follows:

June 30, June 30,
Governmental activities: 2019 Increases Decreases 2020
Capital assets, not being depreciated:
Land $ 764368 § - 8 - 5 764,368
Total capital assets not being depreciated 764,368 - - 764,368
Capital assets, being depreciated:
Buildings 534,469 - - 534,469
Improvements 2,067,780 - - 2,067,780
Machinery and equipment 382,017 - - "382,017
Total capital assets being depreciated 2,984,266 - - 2,984,266
b Less: accumulated depreciation
‘ Buildings (337,506) (13,730) - (351,236)
b Improvements (878,439)  (101,511) - (979,950)
b Machinery and equipment (326,089) (4,144) : (330,233)
' Total accumulated depreciation (1,542,034) (119,385) - (1,661,419)
' Total capital assets being depreciated, net 1,442,232 (119,385) - 1,322,847
) Governmental activities
) capital assets, net $ 2,206,600 $ (119,385) $ - 2,087,215
J Less related long term debt outstanding (220,469)
) Net investment in capital assets $ 1,866,746
|
}
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Business-type activities:

Capital assets, not being depreciated:
Land

Total capital assets not being depreciated

Capital assets, being depreciated:
Buildings
Improvements

Total capital assets being depreciated

Less: accumulated depreciation
Buildings
Improvemenis

Total accumulated depreciation

Total capital assets being depreciated, net
Business-type activities
capital assets, net

Less related long termn debt outstanding
Net investment in capital assets

Depreciation expense was charged to functions/programs of the primary government as follows:

Governmemtal Activities:
General Government
Public Works

Total Depreciation - governmental acitivites

Business-type activities:
Water/Sewer Plant

Total depreciation - business-type activities
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2019 Increases Decreases 2020
125,000 - 5 - 8 125,000
125,000 - - 125,000
2,093,813 - - 2,093,813
440,481 - - 440,481
2,534,294 - - 2,534,294
(69,794) (69,794) - (139,588)
(14,683) (14,683) - (25,366)
(84,477 (84477 - (168,954)
2449817 (84,477) - 2,365,340
2574817 % (84477) 3 - 2,490,340
(674,139)
1,816,201

b 8,770

110,615
KERICECE

$ 84,477
S 84477
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NOTE 8 - INTERFUND RECEIVABLES, PAYABLES AND TRANSFERS

Interfund balances at June 30, 2020 consisted of the following amount:

Receivable Fund Payable Fund Amount
Water Treatment Plant Fund  General Fund $ 32,746

The outstanding balances between funds result mainly from the timing differences between the

k
E date that reimbursable expenditures occur and the date the payments between funds are made.
The City expects to repay all interfund balances within one year.
b
J
)
)
)
)
)
)
)
!

Transfers out: Transfers in: Amount

2013 SPLOST Water Treatinent Plant Fund $ 41,788

The 2013 SPLOST transferred $41,788 to the Water Treatment Plant Fund to reimburse costs
associated with the water treatment plant construction.

NOTE 9 - LONG-TERM DEBT
Revenue Bonds

The City issued tax free bonds in the amownt of $425,000 through BB&T Governmental Finance.
This bond called for 180 monthly payments of $2,995 beginning May 17, 2012, The bonds have
an interest rate of 3.29% and are secured by real estate. The bond proceeds were used to pay off
City debt and fund the library project. Interest expense for 2020 was $8,194.

Revenue bond debt service to maturity is as follows:

Year Ended
' June 30 Principal Interest Total
2021 8 29,152 % 6,788 § 35,940
2022 30,126 5,814 35,940
2023 31,132 4,808 35,940
2024 32,172 3,768 35,940
2025 33,246 2,694 35,940
2026-2027 64,641 2,027 66,668

Total $ 220469 $ 25899 § 246,368
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Georgia Environmental Finance Authority

JUNE 30, 2020
(CONTINUED)

During 2014, the City obtained financing from the Georgia Environmental Finance Authority
(GEFA) to finance its portion of the joint venfure with Walton County to consiruct a water
treatment facility. The loan was refinanced from five years to twenty years in December
2017.The total amount of the loan is $850,000. The loan has an interest rate of 0.62%. Total
interest expense for 2020 was $4,363. The City has received a deferral of payments for the first
six months of fiscal year 2021. Future maturities are as follows:

Year Ended
June 30 Principal Interest Total
2021 16,822 1,816 18,638
2022 37,950 3,838 41,788
2023 38,186 3,602 41,788
2024 38,424 3,364 41,788
2025 38,663 3,125 41,788
2026-2030 196,949 11,991 208,940
2031-2035 203,148 5,792 208,940
2036-2037 103,998 537 104,535
Total $ 674,139 $ 34,066 $ 708,205
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Changes in Long-Term Obligations

The following is a summary of long-term debt transactions of the City for the year ended June 30,

2020:
Amounts
Beginning Ending  Due Within
Balance  Additions Deductions Balance One Year
Governmental Activities:
Bonds 248,877 - (28,408) 220,469 29,152
Governmental activity
Long-term debt § 248877 § - § (28408) § 220469 § 29,152

Business-type Activities:
GEFA $ 711,564 § - § (37425) $ 674,139 § 16,822

Business-type activities
Long-term debt § 711,564 $ - § (37425) § 674139 § 16,822

NOTE 10~ CONTINGENT LIABILITIES

Litigation

)
)
)
)
)
|
|

During the course of normal operations of the City, various claims and lawsuits arise. The City
attorney has advised that there are no potential liabilities that will impair the City's financial
position as of the date of this audit report.

Grants

Amounts received or receivable from grant agencies are subject to audit and adjustment by
grantor agencies, principally the federal government. Any disallowed claims, including amounts
already collected, may constitute a liability of the applicable funds. The amount, if any, of
expenditures that may be disallowed by the grantor cannot be determined at this time, although
the government expects such amounts, if any, to be immaterial.

NOTE 11 - SUBSEQUENT EVENTS

The City has evaluated subsequent events through April 5, 2021, the date which the financial
statements were available to be issued.
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CITY OF WALNUT GROVE, GEORGIA

SCHEDULE OF PROJECTS CONSTRUCTED
WITH SPECIAL SALES TAX PROCEEDS
FOR THE YEAR ENDED JUNE 30, 2020

2013 SPLOST Original Revised Expenditures
Estimated Estimated Prior Current
Cost Cost Years Year Total
Special Local Option
Sales Tax

Wastewater Treatment Facility
and Infrastructure $ 850,000 $ 850,000 $ 464437 $ 41,788 8§ 506,225

Streets, Sidewalks, Drainage
and Public Parking 100,000 115,000 402,564 - 402,564

$ 950,000 $ 965000 % 867,001 § 41,788 § 908,789

Reconciliation of SPLOST expenditures:

SPLOST Fund expenditures $ -
Transferred to Water Treatment Plant
Proprietary Fund 41,788
$ 41,788
2019 SPLOST Original Expenditures
Estimated Prior Current
Cost Years Year Total
Special Local Option
Sales Tax
Sewer System
Improvements $ 400,000 $ 75 8 -3 75
Transportation and
Traffic Safety 502,605 - 128,475 128,475
$ 902,605 § 75 $ 128475 § 128,550
29
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? TROL OVER
INDEPENDENT AUDITOR’S REPORT ON INTERNAL CON
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS
BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED
IN ACCORDANCE WITH GO VERNMENT AUDITING S TANDARDS

Mayor and City Council
City of Walnut Grove
Walnut Grove, 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 1ss‘uefd‘ by the
Comptroller General of the United States, the financial statements of ?he governmental actlylFles, the
business-type activities, the discretely presented component unit. each major fund and the remaining fund
information of the City of Walnut Grove, Georgia as of and for the year ended June 30, 2020, and the
related notes to the financial statements, which collectively comprise City of Walnut Grove, Georgia’s basic
financial statements, and have issued our report thereon dated April 5, 2021.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the City of Walnut Grove,
Georgia’s internal control over financial reporting (internal control) as a basis for designing audit procedures
that are appropriate in the circumstances for the purpose of expressing our opinions on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of the City of Walnut
Grove, Georgia’s internal control. Accordingly, we do not express an opinion on the effectiveness of the
City of Walnut Grove, Georgia’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 have not been identified. We did identify certain deficiencies in internal control, described in the

accompanying schedule of findings and responses as items 2020-001 and 2020-002 that we consider to be
material weaknesses.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the City of Walnut Grove, Georgia’s financial
statements are free from material misstatement, we performed tests of its compliance with certain provisions
of laws, regulations, contracts, and grant agreements, noncompliance with which could have a direct and
material effect on the financial statements, However, providing an opinion on compliance with those
provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The
results of our tests disclosed an instance of noncompliance or other matters that are required to be reported

under Government Auditing Standards and which is described in the accompanying schedule of findings
and responses as item 2020-003.

City of Walnut Grove, Georgia’s Response to Findings

The City of Walnut Grove, Georgia’s response to the findings identified in our audit are described in the
accompanying schedule of findings and responses. The City of Walnut Grove, Georgia’s response was not

subjected to the auditing procedures applied in the audit of the financial statements and, accordingly, we
€Xpress 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 effectiveness 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.

Macon, Georgia w )_/{ j’l/( ¢ p ( ' [(
April 5, 2021
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CITY OF WALNUT GROVE, GEORGIA

SCHEDULE OF FINDINGS AND RESPONSES
FOR THE YEAR ENDED JUNE 30, 2020

Section I — Summary of Auditor’s Results

Financial Statements

Type of auditor’s report issued

Internal control over financial reporting;
Material weakness(es) identified? Yes
Significant deficiency(ies) identified that are not
Considered 1o be material weakness(es)?

Unmodified

None Reported

Noncompliance material to financial statements noted? Yes

Federal Awards

There was not an audit of major federal award programs for the year ended June 30, 2020 due to the total
amount expended being less than $750,000.
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CITY OF WALNUT GROVE, GEORGIA
SCHEDULE OF FINDINGS AND RESPONSES

FOR THE YEAR ENDED JUNE 30, 2020
(CONTINUED)

Section II — Financial Statement Findings

2020-001 Bank Accounts

CRITERIA
An effective system of internal controls require that subsidiary records are reconciled to their general

ledger control accounts on a timely basis.

CONDITION
The general fund operating cash account was not reconciled to the general ledger control account on a

timely basis during the year.

CONTEXT
The City recorded a net adjustment of $19,639 to cash to reconcile the account as of the end of the fiscal

year.

EFFECT
Interim reports understated cash balances throughout the year.

CAUSE
The former City Clerk lacked the technical expertise and training to perform the required accounting

function.

RECOMMENDATION
We recommend that bank accounts are reconciled to their general ledger control accounts on a monthly

basis.

VIEWS OF RESPONSIBLE OFFICIALS AND PLANNED CORRECTIVE ACTIONS
Management concurs with this finding. Management has hired an outside CPA firm to perform monthly

bank reconciliations.
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CITY OF WALNUT GROVE, GEORGIA

SCHEDULE OF FINDINGS AND RESPONSES
FOR THE YEAR ENDED JUNE 30, 2020
(CONTINUED)

2020-002 Revenne/Expenditures

CRITERIA

In accordance with generally accepted accounting principles, revenues should be recorded when they
become both measurable and available to finance expenditures of the fiscal period. Expenditures are
recognized when the liabilities is incurred.

CONDITION

During the fiscal year closeout, the City did not accrue year-end accounts receivables or accounts
payable.

CONTEXT

Audit adjustments were required to record accounts receivable/revenue of $17,998 and accounts
payable/expenditures of $24,346.

EFFECT
Interim reports understated revenue and expenditures for the fiscal year.

CAUSE

The former City Clerk lacked the technical expertise and training to perform the required accounting
function,

RECOMMENDATION

We recommend accounting procedures be implemented to insure that revenue and expenditures are
recorded in the proper period.

VIEWS OF RESPONSIBLE OFFICIALS AND PLANNED CORRECTIVE ACTIONS
Management concurs with this finding. Management has hired an outside CPA firm to assist with
recording year-end accruals of accounts receivable and accounts payable.
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CITY OF WALNUT GROVE, GEORGIA
SCHEDULE OF FINDINGS AND RESPONSES
FOR THE YEAR ENDED JUNE 30, 2020
{(CONTINUED)
Compliance Findings

2020-003 Uniform Chart of Accounts

CRITERIA
OCG 36-81-3 requires that local governments use the uniform chart of accounts in their financial
reporting system.

CONDITION

When management converted the City’s accounting records from a manual Jedger system to an automated
accounting system, the ledger accounts were not set up in accordance with the required uniform system of
accounts.

CONTEXT
General ledger accounts were not numbered in accordance with their classification (i.e. current assef,
current liability, deferred inflows/outflows, net position, revenues and expenditures).

EFFECT
The accounting system setup increased the difficulty of producing accurate financial reports on a timely
basis. Transactions were inadvertently recorded in the incorrect funds.

CAUSE
The City lacked adequate training in governmental financial reporting to properly design and setup the
financial reporting system.

RECOMMENDATION
We recommend the City modify its financial reporting system to conform to the Uniform Chart of
Accounts.

VIEWS OF RESPONSIBLE OFFICIALS AND PLANNED CORRECTIVE ACTION

Management concurs with this finding. Management implemented the uniform chart of accounts in July
2020.
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