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INDEPENDENT AUDITOR’S REPORT

To the City Council
Sugar Hill, 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 units, each major fund, and the aggregate remaining fund information of the
City of Sugar Hill, Georgia, as of and for the year ended December 31, 2016 , and the related notes to the financial
statements, which collectively comprise the City of Sugar Hill, Georgia’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.

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
units, each major fund, and the aggregate remaining fund information of the City of Sugar Hill, Georgia, as of
December 31, 2016, and the respective changes in financial position and, where applicable, cash flows thereof for
the year then ended in accordance with accounting principles generally accepted in the United States of America.

www.wplcpa.com



Other Matters
Required Supplementary Information

Management has omitted Management’s Discussion and Analysis that accounting principles generally accepted in
the United States of America require to be presented to supplement the basic financial statements. Such missing
information, although not a part of the basic financial statements, is required by the Governmental Accounting
Standards Board who considers it to be an essential part of financial reporting for placing the basic financial
statements in an appropriate operational, economic, or historical context. Our opinion on the basic financial
statements is not affected by this missing information. However, accounting principles generally accepted in the
United States of America require that the budgetary comparison information on pages 26 and 27 be presented to
supplement the basic financial statements. Such information, although not a part of the basic financial statements,
is required by the Governmental Accounting Standards Board who considers it to be an essential part of financial
reporting for placing the basic financial statements in an appropriate operational, economic, or historical context.
We have applied certain limited procedures to the required supplementary information in accordance with auditing
standards generally accepted in the United States of America, which consisted of inquiries of management about
the methods of preparing the information and comparing the information for consistency with management’s
responses to our inquiries, the basic financial statements, and other knowledge we obtained during our audit of the
basic financial statements. We do not express an opinion or provide any assurance on the information because the
limited procedures do not provide us with sufficient evidence to express an opinion or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise
the City of Sugar Hill, Georgia’s basic financial statements. The Combining Non-major Fund Financial Statements
and the Schedule of Expenditures of Special Purpose Local Option Sales Tax, as required by O.C.G.A. 48-8-121 as
listed in the table of contents, are presented for purposes of additional analysis and are not a required part of the
basic financial statements.

The Combining Non-major Fund Financial Statements and the Schedule of Expenditures of Special Purpose Local
Option Sales Tax are the responsibility of management and were derived from and relate 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 Combining Non-major Fund Financial Statements and the Schedule of Expenditures of Special Purpose Local
Option Sales Tax are fairly stated, in all material respects, in relation to the basic financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated June 12, 2017, on our
consideration of the City of Sugar Hill, 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 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 internal control over financial reporting
or on compliance. That report is an integral part of an audit performed in accordance with Government Auditing
Standards in considering the City of Sugar Hill, Georgia’s internal control over financial reporting and compliance.

Walker, Pierce & Tuck, CPA’s, P.C.
Walker, Pierce and Tuck, CPA’s, P.C.
Gainesville, Georgia

June 12, 2017
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Assets
Current Assets
Cash and cash equivalents
Restricted cash
Investments
Accounts receivables (net)
Intergovernmental receivable
Other receivables
Prepaid expenditures
Interfund balances
Due from component unit
Supplies / inventory
Total Current Assets
Noncurrent Assets
Capital assets
Nondepreciable
Depreciable, net
Total Noncurrent Assets
Total Assets
Deferred Outflows of Resources
Total Assets and Deferred
QOutflows of Resources
Liabilities
Current Liabilities
Accounts payable
Accrued expenses
Retainage Payable
Revenue bond payable
Unearned revenue
Due to primary government
Landfill closure/postclosure cost
Total Current Liabilities
Long-term Liabilities
Revenue bonds payable
Amounts held in trust
Compensated absences
Landfill closure/postclosure cost
Total Long-term Liabilities
Total Liabilities
Deferred Inflows of Resources
Total Liabilities and Deferred
Inflows of Resources
Net Position
Net Investment in Capital Assets
Restricted for:
Capital projects
Stormwater activities
Unrestricted
Total Net Position

CITY OF SUGAR HILL, GEORGIA

Statement of Net Position

Primary Government

December 31, 2016

Component Units

Governmental Business-Type Downtown Dev. Housing
Activities Activities Total Authority Authority
8,551,296 2,100 8,553,396 50,571 30,651
363,085 674,455 1,037,540 31,025,292 -
- . - - 176,690
843,494 890,664 1,734,158 - -
307,484 - 307.484 - -
- - - 92,200 -
52,023 - 52,023 - -
(731,257) 731,257 - - -
3.207.007 - 3,207,007 : -
- 81,101 81,101 - -
12,593,132 2,379,577 14,972,709 31.168.063 207.341
23,432,633 4.893.321 28,325,954 7,559.314 -
49,393,754 4,194,673 53,588,427 20,286 -
72,826,387 9,087,994 81,914,381 7,579,600 -
85,419,519 11,467,571 96,887,090 38,747,663 207,341
85,419,519 11,467,571 96,887,090 38.747.663 207,341
267,559 789,699 1,057,258 2,522,466 -
46,610 21,405 68,015 77,644 -
176,585 - 176,585 256,238 -
- - - 133,826 -
- 10,334 10,334 " -
- - - 3,207,007 -
144986 - 144,986 - -
635.740 821,438 1,457,178 6.197.181 -
- - - 29.368.446 :
363,085 672,256 1,035,341 1.340 -
149,462 62,226 211,688 = -
1.304,.879 - 1,304,879 - -
1.817,426 734,482 2,551,908 29,369,786 -
2,453,166 1,555,920 4,009,086 35,566,967 -
2,453,166 1,555,920 4,009,086 35,566,967 -
72,826,387 9,087,994 81,914,381 (21,922,672) -
2,928,422 - 2,928,422 - -
(731,257) = (731,257) & 2
7,942,801 823,657 8,766,458 25,103,368 207,341
82,966,353 9,911,651 92,878,004 3,180,696 207,341

The accompanying notes are an integral part of these financial statements.

3



CITY OF SUGAR HILL, GEORGIA
Statement of Activities
For the Year Ended December 31, 2016
Net (Expenses) Revenues and

Program Revenues Changes in Net Position

Operating Capital Primary Government Component Units
Charges for Grants and Grants and Governmental  Business-Type Downtown Dev.  Housing Authority
Expenses Services Contributions  Contributions Activitics Activities Total Authority
Primary Government:
Governmental Activities:
General government 2.714.842 1,061,847 - 3,119,962 1,466,967 - 1,466,967 -
Judicial 10,116 9,675 - B (441) - (441) -
Public safety 131,191 - - - (131,191) = (131,191) -
Public works 2,199,559 150 - 538,275 (1.661,134) - (1,661,134) ~
Health and welfare 17,566 - - - (17,566) - (17,566) -
Recreation and culture 1,233,075 351,105 - - (881,970) - (881,970) -
Housing and development 5,698,827 - - 59,652 (5,639.175) - (5,639,175)
Total Governmental Activities 12,005,176 1,422.777 - 3,717.889 (6.864.510) - (6.864,510) -
Business-type Activities:
Gas 5,030,163 6,099,717 - - 1.069,554 1,069,554
Golf 1.159,161 768,894 - (390,267) (390,267)
Stormwater 578,399 646,565 - - 68,166 68,166
Car Wash 38,508 65,741 - 27,233 27233
Total Business-type Activities 6,806,231 7,580,917 3 - . 774,686 774,686
Total Primary Government 18.811.407 9,003,694 - 3,717,889 (6,864.510) 774,686 (6.089.824)
Component Units:
Downtown Dev. Authority 1,588.560 1,011,444 - 3,250,000 2,672,884
Housing Authority - - - -
Total Component Units 1,588,560 1,011,444 - 3,250,000 2,672,884 -
General Revenues:
Taxes:
Property taxes, levied for general purposes 3,146,549 - 3,146,549 - -
Franchise fees 926,757 - 926,757 - -
Excise taxes 190,980 - 190,980 - -
Business tax 1,525 855 - 1,525,855 - -
Alcoholic beverage tax 47.450 - 47,450 - -
Interest and investment earnings 22,954 - 22,954 151,771 649
Miscellaneous 36,008 - 36,008 15,000 -
Gain on disposition of assets 4,759,904 2,200 4,762,104 57,117
Insurance refunds and recoveries - 3,487 3,487 -
Transfers 967,786 (967,786) - -
Total General Revenues and Transfers 11,624,243 (962,099) 10,662,144 223,888 649
Change in Net Position 4,759,733 (187,413) 4,572,320 2,896,772 649
Net Position Beginning of Year 78,206,620 10,099,064 88,305,684 283,924 206,692
Ending Net Position 82,966,353 9,911,651 92,878,004 3,180,696 207,341

The accompanying notes are an integral part of these financial statements.
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Assets
Cash and cash equivalents
Restricted cash
Intergovernmental receivable
Receivables (net)
Prepaid expenditures
Due from component unit
Total Assets

Deferred Outflows of Resources

Total Assets and Deferred
Outflows of Resources

Liabilities
Accounts payable
Retainage payable
Accrued expenses
Due to other funds
Amounts held in trust

Total Liabilities

Deferred Inflows of Resources

Total Liabilities and Deferred
Inflows of Resources

Fund Balances
Nonspendable:
Prepaid expenditures
Restricted for:
Capital projects
Unassigned
Total Fund Balances

Total Liabilities, Deferred

Inflows of Resources and Fund
Balances

CITY OF SUGAR HILL, GEORGIA

Balance Sheet
Governmental Funds
December 31, 2016

Capital Total
Improvements ~ SPLOST SPLOST SPLOST Governmental

General Fund Fund 2005 Fund 2009 Fund 2014 Fund Funds
5,735,006 - - - 2,816,290 8,551,296
363,085 - - - - 363,085
6,200 - . - 301,284 307,484
843,494 - - - - 843,494
52,023 - - - - 52,023
3,202,903 4,104 - - - 3,207,007
10,202,711 4,104 - - 3,117,574 13,324,389
10,202,711 4,104 - - 3,117,574 13,324,389
250,888 16,671 - - - 267,559
- 176,585 - - - 176,585
46,610 - - - - 46,610
731,257 - - - . 731,257
363,085 E - - - 363,085
1,391,840 193,256 - - - 1,585.096
64,107 - - - - 64,107
1,455,947 193,256 - - - 1,649,203
52,023 - - - - 52,023
- - - - 3,117,574 3,117,574
8,694,741 (189,152) - - 8,505,589
8,746,764 (189,152) . - 3,117,574 11,675,186
10,202,711 4,104 - - 3,117.574 13,324,389

The accompanying notes are an integral part of these financial statements.

5



CITY OF SUGAR HILL, GEORGIA

Reconciliation of the Governmental Funds Balance Sheet

to the Statement of Net Position

December 31, 2016

Total Governmental Fund Balances

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

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

Governmental capital assets
Less: Accumulated depreciation
Total capital assets

Some liabilities are not due and payable in the current period and

therefore are not reported in the funds. Those liabilities consist of:
Accrued compensated absences not reported in governmental funds
Landfill Closure/Postclosure costs

Some of the City'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.

Net Position of Governmental Activities

11,675,186

97,319,742
(24,493,355)

72,826,387

(149,462)
(1,449,865)

64,107

82,966,353

The accompanying notes are an integral part of these financial statements.
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Revenues
Property tax
Business tax
Franchise tax
Alcohol tax
Excise tax

Intergovernmental
Licenses and permits
Fines and forfeitures
Charges for services
Interest
Miscellaneous

Total Revenue

Expenditures

Current:

General government

Judicial
Public safety
Public works

Recreation and culture
Housing and development

Capital Outlay

Total Expenditures

Excess (Deficiency) of Revenues
Over (Under) Expenditures

CITY OF SUGAR HILL, GEORGIA
Statement of Revenues, Expenditures, and Changes in Fund Balances
Governmental Funds

For the Year Ended December 31, 2016

Other Financing Sources (Uses)

Transfers in
Transfers out

Proceeds from sale of assets
Total Other Financing Sources

(Uses)

Net Change in Fund Balances

Fund Balances Beginning of Year
Fund Balances End of Year

Capital Total
General  Improvements  SPLOST SPLOST SPLOST Governmental
Fund Fund 2005 Fund 2009 Fund 2014 Fund Funds

3,137,715 - - - - 3137715
1,525,855 - - - - 1,525,855
942,639 - - - - 942,639
182,159 - - - - 182,159
8,821 - - - - 8,821
110,306 186,456 - - 2,931,197 3,227,959
32,771 - - - - 512,771
9,780 - - - - 9,780
950,237 - - - - 950,237
22,954 - 553 146 1,657 25,310
32,756 - - - - 32,756
7,435,993 186,456 553 146 2,932,854 10,556,002
8.047,642 - - - - 8,047,642
10,116 - - - - 10,116
125,427 12 - - - 125,439
1,275,738 - - - - 1,275,738
737,214 27,599 3 - - 764,816
2,501,830 - - - 3,250,000 5,751,830
- 3,258,976 455,548 166,741 - 3,881,265
12,697,967 3,286,587 455,551 166,741 3,250,000 19,856,846
(5,261,974) (3,100,131) (454,998) (166,595) (317,146) (9,300,844)
1,202,926 4,483,921 - - - 5,686,847
(4,719,061) - - - - (4,719,061)
10,016,284 - - - - 10,016,284
6,500,149 4,483,921 - - - 10,984,070
1,238,175 1,383,790 (454,998) (166,595) (317,146) 1,683,226
7,508,589 (1,572,942) 454,998 166,595 3,434,720 9,991,960
8,746,764 (189,152) - - 3,117,574 11,675,186

The accompanying notes are an integral part of these financial statements.
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CITY OF SUGAR HILL, GEORGIA

Reconciliation of the Statement of Revenues, Expenditures, and Changes
in Fund Balances of Governmental Funds to the Statement of Activities
For the Year Ended December 31, 2016

Net Changes in Fund Balances-Total Governmental Funds

Amounts reported as governmental activities in the Statement of Activities are
different from the amounts reported in the Statement of Revenues,
Expenditures, and Changes in Fund Balance because:

Capital outlays are reported as expenditures in Governmental Funds. However, in
the Statement of Activities the cost of those assets is allocated over their useful lives
and reported as depreciation expense. This is the amount by which capital outlay
exceeds depreciation.

Capital outlay 10,004,446
Less: Current year depreciation (2,289,002)

In the statement of activities, only the gain/loss on the sale of various fixed assets is
reported, whereas in the governmental funds, the proceeds from the sale increase
financial resources. Thus, the change in net position differs from the change in fund
balance by the net book value of the equipment sold.

Net book value of fixed assets sold

Under the modified accrual basis of accounting used in the 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 financial resources are available.

Landfill Closure / Postclosure Costs

Compensated absences are reported in the Statement of Activities, but do not require

the use of current financial resources and therefore are not reported as expenditures

in the governmental funds.
Compensated absence liability at December 31, 2015 140,702
Compensated absence liability at December 31, 2016 (149,462)

Revenues from donated assets in the Statement of Activities that do not provide
current financial resources are not reported as revenues in the governmental funds.

Because some revenues will not be collected for several months after the City's

fiscal year end, they are considered "available" revenues and are deferred in the

governmental funds.
Deferred revenue at December 31, 2015 (71,155)
Deferred revenue at December 31, 2016 64,107

Change in Net Position of Governmental Activities

The accompanying notes are an integral part of these financial statements.
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1,683,226

7,715,444

(5,256,380)

144,986

(8,760)

488,265

(7,048)

4,759,733



CITY OF SUGAR HILL, GEORGIA

Statement of Net Position
Proprietary Funds
December 31, 2016

Nonmajor
Gas Fund Golf Fund Funds Total
Current Assets
Cash and cash equivalents 800 1,300 - 2,100
Restricted cash and cash equivalents 674,455 - - 674,455
Accounts receivable (net) 863,048 - 27,616 890,664
Supplies / inventory 70,154 10,947 - 81,101
Due from other funds - - 731,257 731,257
Total Current Assets 1,608,457 12,247 758,873 2,379,577
Noncurrent Assets
Capital assets
Non-depreciable 10,900 4,247.948 634,473 4,893,321
Depreciable, net 2,984,202 1,118,576 91,895 4,194,673
Total Noncurrent Assets 2,995,102 5,366,524 726,368 9,087,994
Total Assets 4,603,559 5,378,771 1,485,241 11,467,571
Deferred Outflows of Resources - - P -
Total Assets and Deferred Outflows of
Resources 4,603,559 5,378,771 1,485,241 11,467,571
Liabilities
Current Liabilities
Accounts payable 769,538 11,218 8,943 789,699
Accrued expenses 10,803 7,410 3,192 21,405
Unearned revenue 2,199 8,135 - 10,334
Total Current Liabilities 782,540 26,763 12,135 821,438
Long-term Liabilities
Customer deposits 672,256 - - 672,256
Compensated absences 28,699 26,585 6,942 62,226
Total Long-term Liabilities 700,955 26,585 6,942 734,482
Total Liabilities 1,483,495 53,348 19,077 1,555,920
Deferred Inflows of Resources - - - -
Total Liabilities and Deferred Inflows of
Resources 1,483,495 53,348 19,077 1,555,920
Net Position
Net investment in capital assets 2,995,102 5,366,524 726,368 9,087,994
Unrestricted 124,962 (41,101) 739,796 823,657
Total Net Position 3,120,064 5,325,423 1,466,164 9911,651

The accompanying notes are an integral part of these financial statements.
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CITY OF SUGAR HILL, GEORGIA

Statement of Revenues, Expenses, and Changes in Net Position

Proprietary Funds
For the Year Ended December 31, 2016

Operating Revenue
Charges for services
Tap fees
Green and cart fees
Rentals
Concessions and merchandise
User fees and charges
Penalties and interest
Miscellaneous income
Total Operating Revenue
Operating Expenses
Personnel services:
Salaries and wages
Employment Taxes
Benefits
Total Personnel Services
Purchased / contracted services:
Professional and technical
Purchased property services
Rentals
Other purchased services
Total Purchased / contracted services
Other operating expenses:
Supplies
Purchases for resale
Depreciation
Total other operating expenses
Total Operating Expenses

Operating Income (Loss)

Nonoperating Revenues (Expenses)
Gain (Loss) on sale of fixed assets
Insurance refunds and recoveries
Total Nonoperating Revenues and (Expenses)

Income (Loss) Before Contributions and Transfers

Transfer in
Transfer (out)
Change in Net Position

Net Position Beginning of Year
Net Position End of Year

Nonmajor
Gas Fund Golf Fund funds Total

5,910,874 - 65,741 5,976,615
72,300 - - 72,300

- 582,924 - 582,924

- 32,893 - 32,893

- 151,577 - 151,577

- - 639,387 639,387

108,448 - 7,178 115,626
8,095 1,500 - 9,595
6,099,717 768,894 712,306 7,580,917
606,402 415,129 262,420 1,283,951
42,663 33,228 11,696 87,587
244,839 140,033 76,558 461,430
893,904 588,390 350,674 1,832,968
195,882 136 59,469 255,487
41,291 89,514 7,492 138,297

- 908 776 1,684

84,591 146,335 155,918 386,844
321,764 236,893 223,655 782,312
241,967 96,762 17,945 356,674
3,418,765 84,956 - 3,503,721
153,763 152,160 24,633 330,556
3,814,495 1,159,161 616,907 5,590,563
5,030,163 1,159,161 616,907 6,806,231
1,069,554 (390,267) 95,399 774,686
- 2,200 - 2,200

3,487 - - 3,487
3,487 2,200 - 5,687
1,073,041 (388,067) 95,399 780,373
- 235,140 - 235,140
(1,173,068) - (29,858) (1,202,926)
(100,027) (152,927) 65,541 (187,413)
3,220,091 5,478,350 1,400,623 10,099,064
3,120,064 5,325,423 1,466,164 9,911,651

The accompanying notes are an integral part of these financial statements.
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CITY OF SUGAR HILL, GEORGIA

Statement of Cash Flows
Proprietary Funds

For The Year Ended December 31, 2016

Nonmajor
Gas Fund Golf Fund Funds Total
Cash flows from operating activities:
Receipts from customers 5.907.395 768,783 613,878 7,290,056
Payments to suppliers (3,763,177) (415,427) (233.988) (4,412,592)
Payments to employees (887.577) (585,576) (350,032) (1,823,185)
Net cash provided (used) by operating activities 1,256,641 (232,220) 29,858 1,054,279
Cash flows from noncapital financing activities:
Transfer from other funds - 235,140 - 235,140
Transfer to other funds (1,173,068) - (29,858) (1,202,926)
Net cash provided (used) by noncapital financing activities (1,173,068) 235.140 (29.,858) (967,786)
Cash flows from capital and related financing activities:
Transfer from other funds - = =
Proceeds from sales of capital assets 2,200 2,200
Acquisition and construction of capital assets (74,981) (5,120) (80,101)
Insurance refunds and recoveries 3,487 - - 3,487
Net cash provided (used) by capital and related financing activities (71,494) (2,920) s (74.414)
Net increase (decrease) in cash and cash equivalents 12,079 - - 12,079
Cash and cash equivalents, December 31, 2015 663.176 1,300 - 664,476
Cash and cash equivalents, December 31. 2016 675.255 1.300 - 676,555
Reconciliation of operating income (loss) to net cash
provided (used) by operating activities:
Operating income (loss) 1,069,554 (390.267) 95,399 774,686
Adjustments to reconcile operating income (loss) to net cash
provided (used) by operating activities:
Depreciation 153,763 152,160 24,633 330,556
Changes in assets and liabilities:
(Increase) decrease in accounts receivable (204,401) 0 11,204 (193,197)
(Increase) decrease in supplies/inventory (1,880) 1,850 - (30)
Increase (decrease) in due from other funds - 0 (109,632) (109,632)
Increase (decrease) in accounts payable 221,199 1,334 7,612 230,145
Increase (decrease) in accrued expenses 1,958 1.044 816 3.818
Increase (decrease) in compensated absences 4.369 1,770 (174) 5.965
Increase (decrease) in unearned revenue 846 (111) - 735
Increase (decrease) in customer deposits 11,233 0 - 11,233
Net cash provided (used) by operating activities 1,256,641 (232,220) 29.858 1,054,279

The accompanying notes are an integral part of these financial statements.

11



City of Sugar Hill, Georgia
Notes to Financial Statements
December 31, 2016

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements of City of Sugar Hill, Georgia, have been prepared in conformity with Generally Accepted
Accounting Principles (GAAP) as applied to government units. The City’s reporting entity applies all relevant
Governmental Accounting Standards Board (GASB) pronouncements and Accounting Principles Board (APB) opinions,
unless those pronouncements conflict with or contradict GASB pronouncements, in which case GASB prevails. The more
significant of the government’s accounting policies are described below.

1-A The Reporting Entity

The City of Sugar Hill, Georgia is a municipal corporation governed by a five member City Council, a Mayor and a full
time City Manager. As required by generally accepted accounting principles, the accompanying financial statements
present the government and its component units, entities for which the government is considered to be financially
accountable. The blended component unit, although a legally separate entity is, in substance, part of the City's operations
and so data from this unit is combined with data of the primary government. The discretely presented component unit is
reported in a separate column in the government-wide financial statements (see note below for description) to emphasize
that it is legally separate from the government. Each blended and discretely presented component unit has a December 3 1st
year-end.

The primary government is financially accountable if it appoints a voting majority of the organization’s governing body and (1)
it is able to impose its will on that organization or (2) there is a potential for the organization to provide specific financial
benefits to, or impose specific financial burdens on, the primary government. The primary government may be financially
accountable if an organization is fiscally dependent on the primary government regardless of whether the organization has (1) a
separately elected governing board, (2) a governing board appointed by a higher level of government, or (3) a jointly appointed
board.

Discretely presented component units

The Sugar Hill Housing Authority (Housing Authority) is governed by a separate board appointed by the Mayor and
Council and is a separate legal, public body created and existing under instrumentality of the City of Sugar Hill, Georgia for
the purpose of providing safe and sanitary dwelling accommodations to persons of low income. The Housing Authority’s
financial statements are reflected on the City’s financial statements under the Discretely Presented Component Unit caption.
The Housing Authority does not issue separate financial statements.

The Downtown Development Authority (Development Authority) was created for the purpose of revitalization and
redevelopment of the central business district of the City of Sugar Hill and to develop and promote for the public good and
general welfare trade, commerce, industry, and employment opportunities. The Development Authority is governed by a
separate board appointed by the Mayor and Council and is a separate legal, public body created and existing under
instrumentality of the City of Sugar Hill, Georgia. The Development Authority utilizes City employees to conduct daily
operations including finance activities. The Development Authority property, commonly known as Buice School from the
city and is responsible for maintaining the property and entering into subleases for the rental and occupancy of the building
which are approved by the City. During 2016, the Development Authority collected and paid the City $146,426 for rent of
the Buice School. The City leases property, commonly known as the Epicenter, under construction during the current year
from the Development Authority for rental payments equal to the revenue bonds monthly interest expense payments,
During 2016, this City paid the Development Authority $806,766. The Development Authority does not issue separate
financial statements.

Payments between the city and component units

Resource flows (except those that affect the statement of net position/balance sheet only) between a primary government
and its discretely presented component units are reported as external transactions—that is, as revenues and expenses.
Resource flows between the primary government and blended component units are classified as interfund transactions in
the financial statements. During 2016, there were no blended component units.



City of Sugar Hill, Georgia
Notes to Financial Statements
December 31, 2016

All funds, organizations, institutions, agencies, departments, and offices that are not legally separate are, for financial
reporting purposes, part of a primary government.

As a general rule, the effect of interfund activity has been eliminated from the government-wide financial statements.
Exceptions to this general rule include charges between the City’s business-type / proprietary funds and governmental
funds.

1-B Basis of Presentation and Basis of Accounting
Basis of Presentation - 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 non-fiduciary activities of the primary government and its component units. 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. Likewise, the primary government is
reported separately from certain legally separate component units for which the primary government is financially
accountable,

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

Major individual governmental funds and major individual proprietary funds are reported as separate columns in the fund
financial statements.

1-C Fund Equity

Fund equity at the governmental fund financial reporting level is classified as "fund balance." Fund equity for all other
reporting is classified as "net position."

Fund Balance - Generally fund balance represents the difference between the current assets and current liabilities. 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 honor constraints on the specific purposes for which amounts in 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 to be converted to cash) or (b) legally
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. The City
Council also may modify or rescind the commitment.

Assigned - Fund balances are reported as assigned when amounts are constrained by the City's intent to be used
for specific purposes, but are neither restricted nor committed. Through resolution, the City Council has
authorized the City Manager to assign fund balances.
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Unassigned - Fund balances are reported as unassigned as the residual amount when the balances do not meet any
of the above criterion. The City reports positive unassigned fund balances only in the general fund. Negative
unassigned fund balances may be reported in all funds.

When both restricted and unrestricted amounts of fund balance are available for use for expenditures incurred, it is the
City's policy to use restricted amounts first and then unrestricted amounts as they are needed. For unrestricted amounts of
fund balance, it is the City's policy to use fund balance in the following order:

Committed
Assigned
Unassigned

Net position - Net position represents the difference between assets and liabilities. Net investment in capital assets consists
of capital assets, net of accumulated depreciation, reduced by the outstanding balances of any borrowing used (i.e., the
amount that the City has spent) for the acquisition, construction or improvement of those assets. Net position is reported as
restricted as described in the fund balance section above. All other net position are reported as unrestricted.

The City applies restricted resources first when an expense is incurred for purposes for which both restricted and
unrestricted net position are available.

The City reports the following major governmental funds:

General Fund. This is the City’s primary operating find. It accounts for all financial resources of the general government,
except those required to be accounted for in another fund.

SPLOST 2005, SPLOST 2009, & SPLOST 2014. These funds account for Special Purpose Local Option Sales Tax financial
resources expended for capital purposes approved by referendum. During 2016, the City spent all remaining funds related
to SPLOST 2005 and SPLOST 2009.

Capital Improvements Fund. This fund is used for capital purchase purposes, as approved by the City Council.
The City reports the following major proprietary funds:

Gas Fund. This fund accounts for the distribution and sale of natural gas in the City of Sugar Hill and Gwinnett County.
Natural gas sales are very seasonal in nature and are the highest during the colder months of the year.

Golf Fund. This fund accounts for the operations of the City’s Golf Course. The Golf Course is a public course open to all
residents and nonresidents.

The City reports the following nonmajor proprietary funds:

Stormwater Utility Fund. This fund accounts for revenues from charges and fees to property owners and expenses
associated with the management, protection, control, regulation, use and enhancement of the City’s stormwater
management systems and facilities.

Car Wash Fund. This fund accounts for the operations of the City’s car wash.

Enterprise fund operating revenues and expenses result from exchange transactions associated with the principal activity of
the fund. Exchange transactions are those in which each party receives and gives up essentially equal values. Non- -operating
revenues and expenses, such as subsidies, investment earnings or interest expense, result from non-exchange transactions or

ancillary activities.

Receivables from and payables to external parties are reported separately and not offset in the proprietary fund financial
statements and business-type activities of the government-wide financial statements, unless a right of offset exists.
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Basis of Accounting — Measurement Focus

Government-wide and Proprietary Fund Financial Statements. The government-wide and proprietary fund financial
statements are reported using the flow of economic resources measurement focus. The government-wide and proprietary
fund financial statements are reported using the accrual basis of accounting. Revenues are recorded when earned and
expenses are recorded at the time liabilities are incurred, regardless of when the related cash flows take place. Non-
exchange transactions, in which the City gives (or receives) value without directly receiving (or giving) equal value in
exchange, include property taxes, grants, entitlements, and donations. On an accrual basis, revenue from property taxes is
recognized in the fiscal year for which the taxes are levied. Revenue from grants, entitlements, and donations are
recognized in the fiscal year in which all eligibility requirements have been satisfied.

Governmental Fund Financial Statements. Governmental funds are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Under this method, revenues are recognized when
measurable and available. The City considers all revenues reported in the governmental funds to be available if the
revenues are collected within thirty days after year end except for property taxes for which sixty days after year end applies.
Property taxes, sales taxes, franchise fees, licenses, and interest are considered to be susceptible to accrual. Expenditures
are recorded when the related fund liability is incurred, except for principal and interest on long-term debt, claims and
adjustments, and compensated absences, which are recognized as expenditures to the extent they have matured. General
capital asset acquisitions are reported as expenditures in governmental funds. Proceeds of general long-term debt and
acquisitions under capital leases are reported as other financing sources.

Budgets. Formal budgetary accounting is employed as a management control device for the General Fund, SPLOST,
Stormwater Utility, Gas, Car Wash, and Golf Funds. Annual operating budgets are adopted each fiscal year through
passage of an annual budget ordinance and amended as required for the General Fund and Special Revenue Funds. In
October, the City Manager meets with all department heads to formulate a preliminary budget for expenditures and
expenses after all known revenues are calculated. After the preliminary budget is prepared, the City Manager meets with
the City Council for final adjustments. In November or December, hearings are conducted to obtain public comment. At the
council meeting in December, the budget is formally approved. The same basis of accounting is used to reflect actual
revenues and expenditures/expenses recognized on a generally accepted accounting principle basis. Budgets for the Capital
Project Funds are adopted on a project basis, spanning more than one fiscal year. The City Council must approve any
amendments to the budget.

The legal level of control (the level at which expenditures and/or expenses may not legally exceed appropriations) for each
adopted annual operating budget is at the department level.

All annual appropriations lapse at the end of each fiscal year.

1-D Assets, Liabilities, and Equity

Cash and Cash Equivalents

The City considers short-term liquid investments that are both readily convertible to known amounts of cash and so near
maturity that they present insignificant risk of changes in value because of changes in interest rates to be cash equivalents.

Only investments with original maturities of three months or less meet this definition. Time deposits are classified as cash
and cash equivalents without regard to maturity date.

Investments

The City does not have a formal investment policy that limits maturities as a means of managing its exposure to fair value
losses arising from increasing interest rates. At December 31, 2016, the City had no investments.

Restricted Assets

These assets are held in the capital projects and special revenue funds for specific purposes defined by statute, referendum,
or grant contract and are not generally available for general government operations.
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Receivables and Payables

Activity between funds that are representative of lending / borrowing arrangements outstanding at the end of the fiscal year
are referred to as either ““due to / from other funds” (i.e., the current portion of interfund loans) or “advances to / from other
funds™ (i.e., the non-current portion of interfund loans). Any residual balances outstanding between the governmental
activities and business-type activities are reported in the government-wide financial statements as “interfund balances.”

Advances between funds are offset by a fund balance reserve account in applicable governmental funds to indicate that they
are not available for appropriation and are not expendable available financial resources.

All trade and property tax receivables, including those for the City of Sugar Hill, are shown net of an allowance for
uncollectibles. Trade accounts receivable for the City are the balances in the proprietary fund resulting from the sale of gas
utility services. Balances due for utility services in excess of 90 days comprise the trade accounts receivable allowance for
uncollectibles, which was $60,000 at December 31, 2016. The collection rate for property taxes in the General Fund and
stormwater fees in the Stormwater Fund is in excess of 99%, consequently the City has chosen to make a conservative
judgmental estimate for uncollectible property tax accounts in the amount of $16,994 in the General Fund and $3,882 in the
Stormwater Fund as of December 31, 2016.

Property Tax Calendar

The City set its millage rate for the 2016 fiscal year on July 18, 2016 at 3.800 mills. Property tax bills were mailed on
August 15, 2016 by the Gwinnett County Tax Commissioner and were due October 15, 2016. Penalties and interest are due
on all accounts not paid by the due date.

Inventories and Prepaid Items

Inventories are valued at the lower of cost or market. In the governmental funds, the cost of inventory items are recorded as
expenditures at the time of purchase. The City maintains no significant inventories in governmental funds. Certain
payments to vendors reflect costs applicable to future accounting periods and are recorded as prepaid items in governmental
funds.

Inventories in the proprietary funds consist of expendable supplies, parts, pipes, meters, golf paraphernalia, etc. Inventories
are valued at the lower of cost or market. Inventory is reflected in the proprietary funds on a first-in first-out method.
Certain payments to vendors reflect costs applicable to future accounting periods and are recorded as prepaid items in the
proprietary funds.

Capital Assets

Capital assets, which include property, building, equipment, and infrastructure assets (e.g., roads, bridges, sidewalks, and
similar items), are reported at cost in the applicable governmental or business-type activities columns in the government-
wide financial statements. Capital assets, other than infrastructure assets, are defined by the government as assets with an
initial, individual cost of more than $5,000 (amount not rounded) and an estimated useful life in excess of one year. The
government reports infrastructure assets on a network and subsystem basis. Accordingly, the amounts spent for the
construction or acquisition of infrastructure assets are capitalized and reported in the government-wide financial statements
regardless of amount.

In the case of the initial capitalization of general infrastructure assets (i.e., those reported by governmental activities) the
government chose to include all such items regardless of their acquisition date or amount. The government was able to
estimate the historical cost for the initial reporting of these assets through backtrending (i.e., estimating the current
replacement cost of the infrastructure to be capitalized and using an appropriate price-level index to deflate the cost to the
acquisition year or estimated acquisition year). As the government constructs or acquires additional capital assets each
period, including infrastructure assets, they are capitalized and reported at historical cost. The reported value excludes
normal maintenance and repairs which are essentially amounts spent in relation to capital assets that do not increase the
capacity or efficiency of the item or extend its useful life beyond the original estimate. In the case of donations, the
government values these capital assets at the estimated fair value of the item at the date of its donation.
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Property, building 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:

Governmental Gas Golf Car Wash Stormwater

Funds Fund Fund Fund Fund
Assets Years Years Years Years Years
Buildings and improvements 5-50 20-40 10-40 30 -
Machinery and equipment 5-30 7-20 5-10 - 5-10
Furniture and fixtures 5-15 7-10 7-20 - -
Vehicles 5-15 5-10 5-6 - 5
Infrastructure 15-40 20-50 - - -
Recreational upgrades 10-30 - - - -
Spray field 15-40 - 30 - -
Gas distribution system - 40-50 - - -
Golf renovations - - 5-20 - -

Bond Premium and Discounts

Bond premiums and discounts are deferred and amortized over the life of the bonds based on the effective interest method.
Bonds are reported net of the applicable premium or discount. Amortization costs for the Development Authority’s bond
premium and discount during 2016 was $104,831.

Estimates

The preparation of financial statements in conformity with generally accepted accounting principles requires management
to make estimates and assumptions that affect certain reported amounts and disclosures. Accordingly, actual results could
differ from these estimates.

Compensated Absences

Personal leave for the City includes both vacation and sick pay. Personal leave is based on an employee’s length of
employment and is earned ratably during the span of employment. Personal leave can be carried over a maximum of 240
hours to the following year. Any amounts of personal leave over the maximum of 240 hours are either paid to the employee
or contributed to the employee’s 401k policy, at the employees’ discretion at the end of the year. Upon termination,
employees are paid full value for any accrued leave earned. Employees may not elect to apply accumulated personal leave
to their time of service at their retirement.

Vested or accumulated general leave that is expected to be liquidated with expendable available financial resources is
reported as an expenditure and a fund liability of the governmental fund that will pay it. Amounts of vested or
accumulated general leave that are not expected to be liquidated with expendable available financial resources are
maintained separately and represents a reconciling item between the fund and government-wide presentations. Vested or
accumulated general leave of proprietary funds is recorded as an expense and liability of those funds as the benefits accrue
to employees. The balance of compensated absences is recorded as a noncurrent liability and disclosed as a long term debt.

Deferred Qutflows/Inflows of Resources

In addition to assets, the statement of financial position will sometimes report a separate section of deferred outflows of
resources. This separate financial statement element, deferred outflows of resources, represents a consumption of net
position that applies to a future period(s) and so will not be recognized as an outflow of resources (expense/expenditure)
until then. Currently, the City does not have any items that qualify for reporting in this category.
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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(s) and so will not be recognized as an inflow of resources (revenue) until that time.
The City has one type of item that qualifies for reporting in this category. This item only arises ender the modified accrual
basis of accounting. Accordingly, the item, unavailable revenue, is reported only in the governmental funds balance sheet.
The governmental funds report unavailable revenues from one source in 2016: property taxes.

NOTE 2. DEPOSITS AND INVESTMENTS

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

The City’s custodial credit risk policy is to require all banks to collateralize the City’s deposits at 110% of account
balances and to have a perfected security agreement supporting the collateral agreement with the bank. The City does
not have a foreign credit risk. At December 31, 2016, bank deposits at BB&T were fully insured at the required 110%
under the pooling method with the Georgia Banking Association. All other bank deposits were also fully
collateralized. However, the bank deposits of the Development Authority at Quantum Bank were under-collateralized
by $249,924.

NOTE 3. LITIGATION

The Attorneys for the City have advised that there are no known legal matters which will have a material effect on the
City’s financial condition. No provision has been made to provide reserves for litigation settlements.

NOTE 4. RECEIVABLES

Receivables as of December 31, 2016 for the City’s major governmental and proprietary funds are as follows:

Governmental Funds:

Property taxes receivable - net $ 109,384
Due from other governments - SPLOST 301,284
Due from other governments - Gwinnett County 6,200
Other charges for services reeivable - net 866
Receivable fromsale of fixed asset 6,014
Franchise taxes receivable 727,230
Total Governmental Receivables: $ 1,150,978

Business-type Funds:

Stormwater utility fees receivable - net $ 27,616
Accounts receivable, net - Gas customers 863,048
Total Business-type Receivables: $ 890,664

The City maintains an allowance for bad debts account and is adjusted annually and netted in with the above
receivables. Annually, accounts that are determined to be uncollectible are written off directly against receivables.
Development

Authority
Short-term note receivable fromdeveloper S 87,200
Expense reimbursement due fromdeveloper 5,000
Total Net Receivables: $ 92,200



City of Sugar Hill, Georgia
Notes to Financial Statements
December 31, 2016

NOTE 5. CAPITAL ASSETS
Capital asset activity for the year ended December 31, 2016 was as follows:

Beginning Ending
Balance Balance
7/1/2015 Additions  Retirements Reclassifications  6/30/2016
Primary Government:
Governmental Activities:
Non-Depreciable Assets:
Land $ 14584396 § 5873146 $§ 918578 § - $19.538964
Construction in Progress 3.264.504 3,792,618 - (3,163,453) 3,893,669
Total non-depreciable capital assets 17,848,900 9,665,764 918,578 (3,163,453) 23,432,633
Depreciable Assets:
Buildings & Improvements 14.838.250 - 40,420 1,028,212 15,826,042
Machinery & Equipment 1,509,984 113.385 - - 1.623.369
Fumniture & Fixtures - 35,685 - - 35.685
Vehicles 885.591 189,612 51,100 - 1,024,103
Infrastructure 42,014,039 488,265 80,784 2,135,241 44,556,761
Spray field 226914 - - - 226914
Recreational Upgrades 16,410,750 - 5,816,515 - 10,594,235
Total depreciable capital assets 75,885,528 826,947 5,988,819 3,163,453 73,887,109
Accumulated Depreciation:
Buildings & Improvements 1,799,656 473,622 27,294 - 2,245,984
Machinery & Equipment 911,584 95,896 - - 1,007,480
Furniture & Fixtures - 1,725 - - 1,725
Vehicles 710,401 59,798 48,578 B 721,621
Infrastructure 17,057,458 1,188,763 50,714 - 18,195,507
Spray field 71,305 6,376 - - 77,681
Recreational Upgrades 3,304,966 462,822 1,524,431 - 2,243,357
Total accumulated depreciation 23,855,370 2,289,002 1,651,017 - 24493355
Total depreciable capital assets, net 52,030,158 (1,462,055) 4,337,802 3,163,453 49,393,754
Governmental activities capital assets, net $ 69,879,058 $§ 8,203,709 $ 5,256,380 § - $ 72,826,387
Business-type Activities:
Non-Depreciable Assets:
Land $ 4,893,321 § - 8 - 8 - § 4893321
Total non-depreciable capital assets 4,893,321 - - - 4,893,321
Depreciable Assets:
Buildings & Improvements 2,343,049 - - - 2,343,049
Machinery & Equipment 1,796,562 5,120 2,450 - 1,799,232
Fumiture & Fixtures 80,932 - - - 80,932
Vehicles 468,113 74.981 - - 543,094
Spray field 583,676 - - - 583,676
Gas Distribution System 4,337,510 - - - 4,337,510
Golf Renovations 719,331 - - - 719,331
Total depreciable capital assets 10,329,173 80,101 2,450 - 10,406,824
Accumulated Depreciation:
Buildings & Improvements 1,518,313 87,683 - - 1,605,996
Machinery & Equipment 1,430,362 56,697 2,450 ; 1,484,609
Fumiture & Fixtures 78.886 2,046 - - 80,932
Vehicles 358,703 28,212 - - 386,915
Spray field 325,886 19,456 - - 345,342
Gas Distribution System 1,688,941 106,417 - - 1,795,358
Golf Renovations 482,954 30,045 - - 512,999
Total accumulated depreciation 5,884,045 330,556 2,450 - 6,212,151
Total depreciable capital assets, net 4,445,128 (250,455) - - 4,194,673
Business-type activities capital assets, net $ 9338449 § (250455) § - 8 - § 9,087,994
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NOTE 5. CAPITAL ASSETS (CONTINUED)

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

General Government $ 582,095
Public Safety 5,752
Public Works 1,192,161
Health & Welfare 17,566
Culture & Recreation 486,258
Housing & Development 5,170

Total depreciation expense - governmental activities § 2,289,002

Business-type Activities:

Gas $ 153,763
Golf 152,160
Stormwater 22,800
Car wash 1,833
Total depreciation expense - business-type activities $ 330,556

DISCRETELY PRESENTED COMPONENT UNITS

Activity for the Development Authority for the year ended December 31, 2016, was as follows:

7/1/2015 Additions  Retirements Reclassifications  6/30/2016
Discretely Presented Component Units
Governmental Activities:
Non-Depreciable Assets:
Land $ 1,995,752 § 805181 $ 265271 % - § 2535662
Construction in Progress 305,535 4,718,117 - - 5,023,652
Total non-depreciable capital assets 2,301,287 5,523,298 265,271 - 7.539.314
Depreciable Assets:
Fumiture & Fixtures 18,014 9,112 - - 27,126
Total depreciable capital assets 18,014 9,112 - - 27,126
Accumulated Depreciation:
Furniture & Fixtures 2,402 4,438 - - 6,840
Total accumulated depreciation 2,402 4,438 - - 6,840
Total depreciable capital assets, net 15,612 4.674 - - 20,286
Governmental activities capital assets, net S 2316899 § 5527972 § 265271 § - § 7,579,600

NOTE 6. RISK MANAGEMENT

The City purchased general liability insurance from Selective Insurance Company in 2014 and Georgia Interlocal Risk
Management Agency in 2016. The City’s policy starts May 1st and ends April 30th of each year. The premium for the
City’s fiscal year of 2016 was $118,965. The City purchased Workers Compensation Insurance through Selective
Insurance Company in 2014 and Georgia Municipal Association Workers’ Compensation Self-Insurance Fund in 2016.
The City’s policy year for Selective Insurance started on May 1* and ends on April 30th of each year. The City’s policy
period for Georgia Municipal Association carry a six month term which started on May 1** and ended December 31*. The
premium for the City’s fiscal year of 2016 was $69,962.

Under the Georgia Municipal Association Workers” Compensation fund, as part of the risk pool, the City of obligated to
pay all contributions and assessments as prescribed by the pool, to cooperate with the pool’s agents and attorneys, to follow
loss reduction procedures established by the funds, and to report as promptly as possible, and in accordance with any
coverage descriptions issued, all incidents which could result in the funds being required to pay any claim of loss. The City
is to allow the pool’s agents and attorneys to represent the City in investigation, settlement discussions and all levels of
litigation arising out of any claim made against the City within the scope of loss protection furnished by the fund. The fund
it to defend and protect the members of the fund against liability or loss as prescribed in the member government contract
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and in accordance with the worker’s compensation law of Georgia. The funds are to pay all costs taxed against members in
any legal negotiation or defense. With respect to other types of risk including torts, theft or destruction of assets, errors of

omissions, and acts of God, the City has purchased sufficient insurance and, therefore, transferred risk of loss.

NOTE 7. DEFERRED INFLOWS OF RESOURCES

In addition to 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 acquisition of net position that applies to a
future period(s) and so will not be recognized as an inflow of resources (revenue) until that time.

The City’s governmental funds report unavailable revenues as deferred inflows of resources. These amounts are deferred
and recognized as an inflow of resources in the period that the amounts become available. The amounts are reported as
follows:

Governmental Fund Financial Statements:

Property Taxes $ 64,107
Total Deferred Inflows of Resources $ 64,107

NOTE 8. LANDFILL CLOSURE/POSTCLOSURE

State and federal laws and regulations require the City to place a final cover on a landfill site when it stops accepting water
and to perform certain maintenance and monitoring functions at the site for thirty years after closure, The City recognizes a
portion of the closure and postclosure care costs in each operating period even though actual payouts will not occur until
the landfill is closed. The amount recognized each year is based on the landfill capacity used as of the balance sheet date.

As of December 31, 2016, the City has recorded a liability for the landfill of $1,449,865 which represents the estimated
postclosure costs based on 100% of landfill capacity used to date. All estimated liability costs have been recognized since
the landfill is no longer used. The City received its closure certificate on February 14, 2000.

These costs are based on what it would cost to perform all postclosure care in 2016. The estimated costs are subject to

changes resulting from inflation, technology, or changes in applicable laws or regulations. The revised estimated liability
for the postclosure care costs have been estimated by the City’s Public Works Department.

NOTE 9. LONG-TERM DEBT

PRIMARY GOVERNMENT
Long-term debt information is presented separately for governmental and business-type activities.
The table below presents current year changes in long-term debt and the current portions due for each type of debt:

Balance as of Balance as of Due Within
December 31, 2015 Additions Reductions  December 31, 2016 One Year

Governmental Activities:

Compensated Absences $ 140,702 $ - 3 8760 $ 149462 $ -

Landfill closure/postclosure $ 1,594 851 § - §  (144986) $ 1,449865 $ 144,986

Total governmental activities $ 1,735,553  $ - 5 (136,226) % 1,599.327 $ 144 986
Business-Type Activities:

Compensated Absences $ 56,261 % - 8 5965 § 62,226 $ -

Total business-type activities $ 56,261 $ - $ 5,965 % 62,226 $ -

Total Primary Government Long-Term Liabilities $ 1,791,814 §$ - % (130,261) $ 1,661553 § 144 986

The governmental activities compensated absences liability will be paid from the fund from which the salaries are paid, the
General Fund. The business-type activities compensated absences liability will be paid from the fund which the salaries are
paid, the Stormwater Fund, the Gas Fund, and the Golf Fund.
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City of Sugar Hill, Georgia
Notes to Financial Statements
December 31, 2016
DISCRETLY PRESENTED COMPONENT UNITS

Activity for the Development Authority for the year ended December 31, 2016, was as follows:

Balance as of Balance as of Due Within
December 31, 2015 Additions Reductions  December 31, 2016 One Year

Development Authority Activities

Revenue Bonds $ - % 28.230,000 % - % 28,230,000 $
Less: orginal issue discount - (10.337) 1,931 (8.,406) (2,466)
Plus: original issue premium - 1.387.440 (106,762) 1,280,678 136,292
Total Revenue Bonds - 29,607,103 v (104,831) 29,502,272 133,826
Total Development Authority activities $ - $ 29607,103 §  (104,831) § 29,502,272 § 133,826
Total Long-Term Liabilities $ - $ 29607,103 § (104.831) § 29502272 $ 133,826

On February 19, 2016, the City entered into a contract, as lessee, with the Development Authority to issue $24,375,000 in
revenue bonds, Series 2016A, and $3.855,000 in taxable revenue bonds, Series 2016B. The Series 2016A bonds carry a rate
of ranging from 2.5% to 4.0% per annum and mature on December 1, 2035. The Series 2016B bonds carry a rate ranging
from 1.25% to 2.0% per annum and mature on December 31, 2021. The bonds were issued to construct the Epicenter.
Under the contract, the City will fund the bond payments as rent for the portion of the facilities rented by the City along
with commercial lease tenants until the bond principal, premium, and interest have been fully paid. The Epicenter building
will be owned and managed by the Development Authority. The City is committed to contribute a total of $7 million in
SPLOST 2014 funds to the Epic Center Construction project. $3.25 million of the committed SPLOST 2014 funds were
contributed at the time of bond closing on February19, 2016.

The annual requirements to amortize revenue bonds outstanding as of December 31, 2016, are as follows:

June 30 Principal Interest Total
2017 § - 8 931,725 § 931,725
2018 600,000 931,725 1,531,725
2019 1,250,000 924,225 2,174,225
2020 1,270,000 905.475 2,175,475
2021 1,295,000 883,250 2,178,250

2022-2026 7,125,000 3,763,150 10,888,150
2027-2031 8,610,000 2,286,900 10,896,900
2032-2035 8.080,000 635,050 8,715,050

$ 28,230,000 § 11,261,500 $ 39,491,500

NOTE 10. BONDS HELD

As of December 31, 2016, four companies posted multiple erosion bonds with the City against any damages that might
occur during construction. Once these construction projects are successfully completed, the monies posted will be returned
to the appropriate company. During 2016, no erosion bonds were called due to noncompliance. The outstanding balance of
the erosion bonds as of December 31, 2016 is $363,085.

NOTE 11. CONTINGENT LIABILITIES

Amounts received or receivable from grantor 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
applicable funds. The amount, if any, of expenditures which may be disallowed by the grantor cannot be determined at this
time although the City expects such amounts, if any, to be immaterial.



City of Sugar Hill, Georgia
Notes to Financial Statements
December 31, 2016

NOTE 12. INTERFUND RECEIVABLES, PAYABLES AND TRANSFERS

Interfund receivable and payable balances result 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. As of December 31, 2016, the interfund receivables and payables were as follows:

Interfund Balances:

Due From:
General
Due To: Fund Total
Stormwater Fund $ 731,257 § 731,257

$ 731257 § 731,257

This government reports interfund transfers between several of its funds. Some of the transfers are considered immaterial
and are aggregated into a single column or row titled A// Others. The sum of all transfers presented in the table agrees with
the sum of interfund transfers presented in the governmental and proprietary fund financial statements. These transfers
have been eliminated from the government-wide financial statements.

Transfers are used to (1) move revenues from the fund that statute or budget requires to collect them to the fund that statute
or budget requires to expend them, (2) move receipts restricted to debt service from the funds collecting the receipts to the
debt service fund as debt service payments become due, and (3) provide unrestricted revenue collected in the General Fund
to finance various programs accounted for in other funds in accordance with budgetary authorizations. During 2016, the
transfers were as follows:

Transfers:
Trans fer From:
Car Wash
Transfer To: General Fund Gas Fund Fund Total
" General Fund b - 5 1,173,068 § 29,858 § 1,202,926
Capital Improvements Fund 4,483,921 - - 4,483,921
Golf Fund 235,140 - - 235,140
b 4,719,061 $ 1,173,068 $ 29,858 § 5,921,987
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NOTE 13. BUDGETS

The following are Governmental Funds for which budgets were legally adopted:

Budgeted Actual
Expenditures and  Expenditures and  Variance with Final
Other Financing Other Financing Budget Over
Department Uses Uses (Under)
General Fund
General Government $ 8,048,571 $ 8,047.642 $ (929)
Judicial 21,116 10,116 (11,000)
Public Safety 150,000 125,427 (24,573)
Public Works 1,514,757 1,275,738 (239,019)
Recreation & Culture 882,017 737,214 (144,803)
Housing & development 2,501,830 2,501,830 -
Transfers Out 4,719,061 4,719,061 -
$ 17,837,352 § 17,417,028 $ (420,324)

The legal level of control for this government is at the department level, which is the basis for the Budgetary Comparison
Schedule.

NOTE 14. RETIREMENT PLAN

Defined Contribution Plan

The City has adopted a defined contribution money purchase plan, which operated in conjunction with a Deferred
Compensation Plan as discussed below with Nationwide Retirement Solutions. The plan was established by the City
Council. The plan was established by a majority vote of the Sugar Hill City Council. Employees must complete one month
of service to be eligible for participation in the plan. The City’s contribution requirements can be amended by majority vote
of the City Council. For Fiscal Year 2016, the contribution requirement of the City was 3% of eligible employees’ salaries
as a base contribution. Employees are fully vested after 4 years of continuous service. For the year ending December 31,
2016, the city contributed $122,030.

Deferred Compensation Plan

The City offers its employees a deferred compensation plan created in accordance with Internal Revenue Code Section 457.
The plan contributions are invested with Nationwide Retirement Solutions. The plan is available to all City employees and
permits the employees to defer a portion of their salary until future years. The plan is funded through payroll deductions
with maximum contribution being 25% with a ceiling dollar amount of $16,500 per year. The City matches 50% of the
employee contribution up to 7.5% of the employees’ gross pay. For employees over 50 years of age, the ceiling is $22,000
per year with a catch-up provision. For the year ending December 31, 2016, the employees contributed $128,555 to the plan
and the city contributed $59,861.

The City has no fiduciary responsibilities in relation to these plans, and therefore, is not required to report the financial
activity as an expendable trust fund.

NOTE 15. SPECIAL PURPOSE LOCAL OPTION SALES TAX

Gwinnett County administers the SPLOST funds for the City. In connection therewith, the County collects revenues on
behalf of the City and remits the taxes collected to the City each month. The City expends these funds according to
SPLOST resolution.



City of Sugar Hill, Georgia
Notes to Financial Statements
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NOTE 16. COMMITMENTS AND CONTINGENT LIABILITIES

The City has entered into the Gas Supply Contract and certain Supplemental Gas Supply Contracts with the Municipal Gas
Authority of Georgia (*“MGAG”) under which the City buys natural gas for resale to its customers. Under such contracts
with MGAG, the City is obligated to purchase from MGAG, and MGAG is obligated to provide, all of the City’s natural
gas requirements. The price paid by the City to MGAG under its contracts is intended to cover the City’s share of all the
costs of MGAG including scheduled debt service. Such payments are required to be made by the City whether or not
MGAG’s facilities or natural gas properties or any part thereof are operating or operable or the output there from is
interrupted, interfered with, curtailed or terminated in whole or in part, or whether or not any of its natural gas suppliers or
transporters defaults in its obligations under the gas supply or transportation contracts with MGAG. To the extent the
required payments are not made from revenues of the System of other funds, the City is required to include in its general
revenue or appropriation measure or annual tax levy amounts sufficient to make such payments. The City is contingently
liable for its pro-rata share of MGAG’s obligations in the amount of $231,330,000 as of December 31, 2016, with the
City’s pro-rata share being $4.597.647.

NOTE 17. JOINT VENTURES

Under Georgia law, the City, in conjunction with other cities and counties in the area, is a member of the Atlanta Regional
Commission (ARC) and is required to pay annual dues thereto. During its year ended December 31, 2016, the City’s dues
were paid by Gwinnett County, which did not request reimbursement from the City. According to the ARC, all dues are
billed to the County and the management of the County determined if each municipality within the County should be billed
for their pro-rata share of the dues. Membership in the Commission is required by the Official Code of Georgia Annotated
(OCGA) Section 50-8-34 which provides for the organizational structure of the Commission in Georgia. The ARC’s 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 the Commission. Separate financial statements may be
obtained from:

Atlanta Regional Commission
40 Courtland Street, N.E.
Atlanta, GA 30303

NOTE 18. SUBSEQUENT EVENTS

Subsequent events have been evaluated through June 12, 2017
On March 28, 2017, the City purchased land located on W. Broad St. for $425,000.
On May 15, 2017, the City purchased land located at 5164 Nelson Brogdon Blvd. for $150,000.

In February 2017, the City discontinued operations of the car wash fund and transferred all remaining assets from the car
wash fund to the general fund.



Revenues
Property tax
Business tax
Franchise tax
Alcohol tax
Excise tax
Intergovernmental
Licenses and permits
Fines and forfeitures
Charges for services
Investment earnings
Miscellancous
Total Revenues

Expenditures

Current Operating:
General government
Judicial
Public safety
Public works
Recreation and culture
Housing and development

Total Expenditures

Excess (Deficiency) of Revenues
Over (Under) Expenditures

Other Financing Sources (Uses)
Transfers in
Transfers out
Proceeds from sale of assets
Budgeted Fund Balance
Total Other Financing Sources (Uses)

Net Change in Fund Balances

Fund Balance Beginning of Year
Fund Balance End of Year

CITY OF SUGAR HILL, GEORGIA

Budgetary Comparison Schedule

General Fund
For the Year Ended December 31, 2016

Budgeted Amounts

Actual Amounts

Budget to GAAP
Differences

Actual Amounts

Variance with

Original Final Budgetary Basis Over / (Under) GAAP Basis Final Budget
2.683.100 3,065,762 3,137,715 3,137,715 71,953
1,275,000 1,275,000 1,525,855 1,525,855 250,855

842,000 842,000 942,639 942,639 100,639
150,000 150,000 182,159 182,159 32,159
6,000 6.000 8,821 8.821 2,821

690 690 110,306 110,306 109,616
342,850 342,850 512,771 512,77 169,921
11,050 21,166 9,780 9,780 (11,386)
825.300 825,300 950,237 950,237 124937
12.000 12,000 22954 22,954 10,954
30,000 30,000 32,756 32,756 2,756
6,177.990 6,570,768 7.435.993 7,435,993 865225
2.772.515 8,048,571 8,047,642 8.047.642 (929)
11,000 21,116 10,116 10,116 (11.000)
150,000 150,000 125,427 125,427 (24,573)
1.514.757 1,514,757 1,275,738 1,275,738 (239,019)
873950 882,017 737.214 737214 (144.803)
1,932,668 2,501,830 2,501,830 2.501.830 -
7.254 890 13,118,291 12,697,967 12,697,967 (420.324)
(1,076,900) (6,547,523) (5,261,974) (5.261,974) 1,285,549
1,244,000 1,250,300 1,202,926 1,202,926 (47.374)
(167.600) (4,719,061) (4,719,061) (4,719,061) -
500 6,800,284 10,016,284 10,016,284 3,216,000

- 3,216,000 - - (3,216,000)
1,076,900 6,547,523 6,500,149 6,500,149 (47,374)
- - 1,238,175 1,238,175 1,238,175

7,508,589 7,508,589
8.746,764 8.746,764
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City of Sugar Hill, Georgia
Notes to Required Supplementary Information
on Budgetary Accounting and Control
Year Ended December 31, 2016

BUDGETARY ACCOUNTING AND CONTROL

Budget Law

The City prepares its annual operating budget under the provisions of the official Code of Georgia. In accordance with those
provisions, the following process is used to adopt the annual budget:

(a). Prior to December 1, the City Finance Officer submits to the City Council a proposed operating budget for the fiscal year
commencing the following January 1. The operating budget includes proposed expenditures and the means of financing them.

(b). Public hearings are conducted in November or December to obtain taxpayer comments. Public hearings are normally
scheduled no later than 15 days prior to the beginning of the budget year.

(c). Subsequent to the public hearings, the budget is legally enacted through the passage of a resolution by the City Council at
the normal council meeting in December,

All governmental funds with revenues and/or expenditures as defined by State law are required to have annual budgets. The
legal level of control at which expenditures may not legally exceed appropriations is at the department level within a fund.

Budgetary Accounting

Annual budgets are adopted on a basis consistent with generally accepted accounting principles for all governmental funds.
All annual appropriations lapse at fiscal year end.

The appropriated budget is prepared by fund, function, and department. The government’s department heads may make
transfers of appropriations within a department. The City Council has delegated the authority to transfer appropriations
between departments to the City Manager. The legal level of budgetary control (i.e., the level at which expenditures may not
legally exceed appropriations) is the department level.

Budget Requirements

An amendment to the original budget appropriations was properly approved by the City Manager as authorized by the City
Council.

Supplemental ~ Supplemental Revised
Department Original Budget Appropriations Decreases Appropriations
General Fund

General Government $ 2,772,515 § 5,276,056 $ - $ 8.048.571
Judicial 11,000 10,116 § - 21,116
Recreation & Culture 873,950 8,067 - 882,017
Housing & development 1,932,668 569,162 - 2,501,830
Transfers Out 167.600 4,551,461 - 4,719,061

S 5757733 $ 10414862 $ - $ 16,172,595
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CITY OF SUGAR HILL, GEORGIA

Combining Statement of Net Position

Nonmajor Proprietary Funds

Assets
Current Assets
Accounts receivable (net)
Due from other funds
Total Current Assets

Noncurrent Assets:

Capital assets
Non-depreciable
Depreciable, net

Total Long-term Assets

Total Assets

Total Assets and Deferred Outflows
of Resources

Liabilities
Current Liabilities:
Accounts payable
Accrued expenses
Total Current Liabilities

Long-term Liabilities:
Compensated absences
Total Long-term Liabilities

Total Liabilities

Total Liabilities and Deferred
Inflows of Resources

Net Position
Net investment in capital assets
Unrestricted

Total Net Position

December 31, 2016

Stormwater Fund

Car Wash Fund

Total Nonmajor
Proprietary Funds

27,616 - 27,616
731,257 x 731,257
758,873 - 758,873

1 634,473 634,473

45,453 46,442 91,895

45,453 680,915 726,368
804,326 680,915 1,485,241
804,326 680,915 1,485,241

7991 1,722 8,943
3,192 : 3,192
10,413 1,722 12,135
6,942 . 6,942
6,942 . 6,942

17,355 1,722 19,077

17,355 1,722 19,077

45,453 680,915 726,368
741,518 (1,722) 739,796
786,971 679,193 1,466,164

The accompanying notes are an integral part of these financial statements.
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CITY OF SUGAR HILL, GEORGIA

Combining Statement of Revenues, Expenses, and Changes in Net Position
Nonmajor Proprietary Funds
For the Year Ended December 31, 2016

Total Nonmajor

Stormwater Proprietary
Fund Car Wash Fund Funds
Operating Revenue:
Sales - 65,741 65,741
User fees and charges 639,387 - 639,387
Penalties and interest 7,178 - 7,178
Total Operating Revenue 646,565 65,741 712,306
Operating Expenses:
Personnel services:
Salaries and wages 262,420 - 262,420
Employment taxes 11,696 - 11,696
Benefits 76,558 - 76,558
Total Personnel services 350,674 - 350,674
Purchased / contracted services:
Professional and technical 47,544 11,925 59,469
Purchased property services 5,122 2,370 7,492
Rentals 776 - 776
Other purchased services 137,694 18,224 155918
Total Purchased / contracted services 191,136 32,519 223,655
Other operating expenses:
Supplies 13,789 4,156 17,945
Depreciation 22,800 1,833 24,633
Total other operating expenses 36.589 5,989 42,578
Total Operating Expenses 578,399 38,508 616,907
Operating Income (Loss) 68,166 27.233 95,399
Nonoperating Revenues (Expenses)
Interest income - - -
Total Nonoperating Revenues (Expenses) = - -
Income (Loss) Before Contributions and Transfers
Transfer Out - (29,858) (29,858)
Change in Net Position 68,166 (2,625) 65,541
Net Position Beginning of Year 718,805 681,818 1,400,623
Net Position End of Year 786,971 679,193 1,466,164

The accompanying notes are an integral part of these financial statements.
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CITY OF SUGAR HILL, GEORGIA

Combining Statement of Cash Flows

Nonmajor Proprietary Funds
For The Year Ended December 31, 2016

Cash flows from operating activities:
Receipts from customers
Payments to suppliers
Payments to employees
Net cash provided (used) by operating activities

Cash flows from noncapital financing activities:
Transfer to other funds
Net cash provided (used) by noncapital financing activities

Cash flows from capital and related financing activities:
Transfer from other funds
Net cash provided (used) by capital and related financing activities

Net increase (decrease) in cash and cash equivalents

Cash and cash equivalents, December 31, 2015
Cash and cash equivalents, December 31, 2016

Reconciliation of operating income (loss) to net cash
provided by operating activities:

Operating income (loss)
Adjustments to reconcile operating income (loss) to net cash provided
(used) by operating activities:
Depreciation
Changes in assets and liabilities:
(Increase) decrease in accounts receivable
(Increase) decrease in due from other funds
Increase (decrease) in accounts payable
Increase (decrease) in accrued expenses
Increase (decrease) in compensated absences
Net cash provided by operating activities

Total

Stormwater Car Wash Nonmajor

Fund Fund Proprietary
548,137 65,741 613,878
(198,105) (35,883) (233,988)
(350,032) - (350,032)
- 29,858 29,858
- (29,858) (29,858)
- (29,858) (29,858)

68,166 27,233 95,399
22,800 1,833 24,633
11,204 - 11,204
(109,632) - (109,632)
6,820 792 7,612
816 - 816
(174) - (174)

- 29,858 29,858

The accompanying notes are an integral part of these financial statements.
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P
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 City Council
Sugar Hill, Georgia

We have audited, in accordance with the 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, the aggregate discretely
presented component units, and each major fund and the aggregate remaining fund information of the City of Sugar Hill,
Georgia, as of and for the year ended December 31, 2016, and the related notes to the financial statements, which collectively
comprise the City of Sugar Hill, Georgia’s basic financial statements and have issued our report thereon dated June 12, 2017.

Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered the City of Sugar Hill, 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 Sugar Hill, Georgia’s internal control. Accordingly, we do not express an opinion on the
effectiveness of the City of Sugar Hill, Georgia’s internal control.

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. However, as described in the
accompanying Schedule of Findings and Responses, we identified certain deficiencies in internal control that we consider to
be material weaknesses and significant deficiencies.

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. We consider the deficiencies described in the accompanying Schedule of Findings and Responses to be material
weaknesses: 2016-2 — 2016-5.

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. We consider the deficiencies described
in the accompanying Schedule of Findings and Responses to be significant deficiencies: 2016-1.

Compliance and Other Matters

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

The City of Sugar Hill, Georgia’s Response to Findings

The City of Sugar Hill, Georgia’s response to the findings identified in our audit is described in the accompanying Schedule of
Findings and Responses. The City of Sugar Hill, Georgia’s response was not subjected to the auditing procedures applied in
the audit of the financial statements and, accordingly, we express no opinion on it.

www.whtcpa.com



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.

Walker, Pievce & Tuck; CPASs; P.C.

Walker, Pierce & Tuck, CPA’s, P.C.
Gainesville, Georgia
June 12,2017

32



City of Sugar Hill, Georgia
Schedule of Findings and Responses
For the Year Ended December 31, 2016

Findings — Financial Statement Audit

INTERNAL CONTROL
2016 -1
Condition: The City accounting staff requires additional training in the application of generally accepted accounting principles and the

Criteria:

Cause:

Effect:

Recommendation:

Response:

2016 -2

Condition:

Criteria:
Cause:

Effect:

Recommendation:

Response:

preparation of financial statements. Currently, the City relies on the external audit for technical assistance in applying generally
accepted accounting principles and the preparation of the financial statements. This is common for governments of similar size
and structure to the City. Under current auditing standards, providing technical assistance does not impair independence of the
external auditor. However, future changes to auditing standards by standards setting boards could state that providing technical
assistance would impair the independence of the auditor. This does not indicate that the Finance Manager is not trained to
perform the daily accounting functions, but the City has elected as a cost benefit to outsource this expertise to their auditors. As
required, we have indicated this as a significant deficiency in our letter on internal control and compliance.

Effective internal control requires that the City accept responsibility and understanding of the audited financial report.

The City staff does not possess adequate capabilities to prepare financial statements in accordance with accounting principles
generally accepted in the United States.

The lack of proper technical training and knowledge by City staff could result in the failure to understand and detect material
misstatements in the financial statements,

The City should continue to receive training in the identification and application of generally accepted accounting principles and
the preparation of the City’s financial statements.

The City agrees with this finding and with the intent of GASB. The City has chosen to outsource the creation of the Annual
Financial Statements to our auditors, experts in this area.

The City does not maintain a complete and accurate policy and procedure manual for all repetitive monthly accounting tasks
performed by accounting and non-accounting staff responsible for task involving the revenue and expenditure processes.

A basic part of proper internal controls includes a written policy and procedure manual for all accounting tasks.
The City does not have a complete and accurate policy and procedure manual of accounting tasks for reference and use by staff.

The City’s staff does not have written policy and procedures manual to follow to insure internal control procedures arc followed
as intended to prevent errors.

A written policy and procedures manual should be created, regularly updated and provided to staff to help insure proper internal
procedures for all accounting tasks are consistently followed.

The City agrees with this finding and has already begun the process of developing a written policies and procedures manual for
all accounting tasks.



City of Sugar Hill, Georgia
Schedule of Findings and Responses
For the Year Ended December 31, 2016

INTERNAL CONTROL (CONTINUED):

2016 -3

Condition:

Criteria:

Cause:

Eftect:

Recommendation:

Response:

2016 -4

Condition:

Criteria:

Cause:

Effect:

Recommendation:

Response:

2016 -5

Condition:

Criteria:

Cause:

Effect:

Recommendation:

Response:

The City did not perform monthly bank account reconciliations accounts accurately and in a timely manner,
Each bank account should have a monthly reconciliation performed to insure all cash transactions have been accurately recorded.

The City did not reconcile all bank accounts during the audit period in a timely manner and reconciling items were not properly
resolved.

The reconciling adjustments discovered during the reconciliation process were routinely recorded by the City to revenue and
expense accounts without properly researching the underlying cause and resulted in amounts being recorded o improper
accounts.

The City should implement policies and procedures to insure a monthly reconciliation is performed on all bank accounts
accurately and timely. In addition, all variances discovered during the reconciliation process should be researched and resolved

appropriately to prevent misstatements and reoccurrence.

The City agrees with this finding and has already implemented policies and procedures to insure all bank accounts are reconciled
in a timely manner going forward.

The City does not accurately reconcile golf fund revenues recorded in the general ledger to the amounts reported from its
receipting software.

The City should perform a monthly reconciliation of golf fund revenue recorded in the general ledger to confirm the accuracy of
amounts reported.

The City had not accurately reconcile golf fund revenues during the audit period.

The City is unable to determine if revenues related to the golf fund are being properly recorded and reported on a monthly basis.
Reconciling golf fund revenues provides an internal control to detect and prevent revenue recording errors and potential fraud.

The City should implement policies and procedures to insure the golf fund revenue is reconciled 1o reports from the receipting
software.

The City agrees with this finding. The City has already implemented policies and procedures to accurately reconcile golf fund
revenue going forward.

The City does not reconcile gas fund revenues recorded in the general ledger to the amounts reported from its receipting software
on a monthly basis.

The City should have documented internal control procedures in place to reconcile gas fund revenues on a monthly basis to
confirm the accuracy of the amounts reported.

The City had not been reconciling gas fund revenues during the audit period on a monthly basis.

The City should implement policies and procedures to insure the gas fund revenue is reconciled to reports from the receipting
software. Reconciling gas fund revenues provides an internal control to detect and prevent revenue recording errors and potential
fraud.

The City should implement documented policies and procedures to insure the gas fund revenue is reconciled on a monthly basis.

The City agrees with this finding. With the addition of another staff member in the finance department, duties have been shifted,
allowing for more time to perform monthly reconciliations.
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CITY OF SUGAR HILL, GEORGIA
Schedule of Special Purpose Local Option Sales Tax
Estimated Cost and Expenditure Summary

For the Year Ended December 31, 2016

Project Description

SPLOST 2005
Roads, streets and bridges

Recreational facilities

Public safety facilities and equipment

Total:

SPLOST 2009
Roads, streets and bridges

Recreational facilities
Administrative facilities
Total:

SPLOST 2014
Roads, streets and bridges

Recreational facilities

Total:

SPLOST 2005 and SPLOST 2009 were completed as of December 31, 2016.

Estimated Cost

Expenditures

Original Current Prior Current Total
Years Year

4,000,000 4,000,000 4,358,000 - 4,358,000
3,896,581 3,896,581 4,576,631 380,373 4,957,004
500,000 500,000 82,154 75,178 157,332
8,396,581 8,396,581 9,016,785 455,551 9,472,336
3,000,000 3,000,000 661,527 - 661,527
3,000,000 3,000,000 2,613,213 166,741 2,779,954
8,458,245 8,458,245 8,270,887 - 8,270,887
14,458,245 14,458,245 11,545,627 166,741 11,712,368
2,433,164 2,526,068 1,032,673 - 1,032,673
7,299,492 7,299,492 543,706 3,250,000 3,793,706
9,732,656 9,825,560 1,576,379 3,250,000 4,826,379
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