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CITY OF CLIFTON, TENNESSEE
Notes to Financial Statements
June 30, 2023

(1 Summary of Significant Accounting Policies

The City of Clifton, Tennessee, was incorporated by the Private Act of the Tennessee General Assembly.
The City provides the following services, as authorized by its charter and duly passed ordinances: public
safety (Police and Fire), water and sewerage, natural gas, streets, sanitation, recreations, public
improvements, planning and zoning, and general administrative services. The accounting policies of the
City of Clifton, Tennessee conform to generally accepted accounting principles as applicable to
governments. The following is a summary of the more significant policies.

Reporting Entity:

In evaluating the City as a reporting entity, management follows all applicable GASB statements and has
addressed all potential component units (traditionally separate reporting entities) for which the City may be
financially accountable and, as such, should be included within the City's financial statements. The City
(the primary government) is financially accountable if it appoints a voting majority of the organization's
governing board and (1) it is able to impose its will on the organization or (2) there is a potential for the
organization to provide specific financial benefit or to impose specific financial burden on the City.
Additionally, the primary government is required to consider other organizations for which the nature and
significance of their relationship with the primary government are such that exclusion would cause the
reporting entity's financial statements to be misleading or incomplete. The City has one component unit at
yearend — Clifton Airport Authority. The financial statements of the Clifton Airport Authority can be found
at City Hall.

The financial statements now include government-wide financial statements prepared on the accrual basis
of accounting and the economic measurement focus for all funds. The fund financial statements present
information for individual major funds rather than by fund type. Nonmajor funds are presented in one
column. The reporting includes the reporting of capital assets, infrastructure and depreciation, the
elimination of account groups, and the inclusion of management’s discussion and analysis. The
government-wide financial statements present the City’s programs between business-type and
governmental activities.
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CITY OF CLIFTON, TENNESSEE
Notes to Financial Statements
June 30, 2023

(1) Summary of Significant Accounting Policies, Continued

Government -Wide and Fund Financial Statements

The Government-wide financial statements, the statement of Net Position and the statement of changes in
Net Position, report information on all of the nonfiduciary activities of the primary government and its
component units. For the most part the effect of the interfund activity has been removed from these
statements. Government activities, which normally are supported by taxes and intergovernmental revenues,
are reported separately from business-type activities, which rely to a significant extent on fees and charges

for support.

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

Separate financial stalements are provided for governmental funds and enterprise funds, cven though the
latter are excluded from the government-wide financial statements. Major individual governmental funds
and major individual enterprise funds are reported as separate columns in the fund financial statements.

Measurement Focus, Basis of Accounting, and Financial Statement Presentation

The government-wide financial statements are reported using the economic resources measurement focus
and the accrual basis of accounting, as are the enterprise fund financial statements. Revenues are recorded
when earned and expenses are recorded when a liability is incurred, regardless of the timing of related cash
flows. Property taxes are recognized as revenues in the year for which they are levied. Grants and similar
items are recognized as revenue as soon as all eligibility requirements imposed by the provider have been met.

Governmental fund revenues are reported using the current financial resources measurement focus and the
modified accrual basis of accounting. Revenues are recognized as soon as they become both measurable
and collectable within the current period or soon enough thereafter to be used to pay liabilities of the current
period. The government considers property taxes and most governmental revenues as available if received
within 45 days of years end. Expenditures generally when a liability is incurred, as under accrual
accounting. However, debt service expenditures, as well as expenditures related to compensated absences
and claims and judgments are recorded only when payment is due.

Property laxes, state shared revenues, and interest associated with the current fiscal period are all considered
to be susceptible to accrual and so have been recognized as revenues of the current fiscal period using the
criteria specified in the paragraph above. All other revenue items are considered to be measurable and
available only when cash is received by the government.
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CITY OF CLIFTON, TENNESSEE
Notes to Financial Statements
June 30, 2023

1) Summary of Significant Accounting Policies, Continued

The government reports the following major funds:

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

State Street Aid Fund - To account for the receipt and usage of the City's share of State gasoline taxes. State
law requires these gasoline taxes to be used to maintain streets.

Sanitation Fund - To account for the revenues and expenditures of the City's Sanitation Department.
Drug Fund - To account for the police department’s drug enforcement activities.

River Resort Act Fund - Account for the proceeds and usage of the River Resort Act fund.
The government reports the following major enterprise funds:

The Utility Funds are used to account for water, sewer and natural gas operations that are financed and
operated in a manner similar to private business enterprises - where the intent of the governing body 1s that
the costs (including depreciation) of providing goods or services to the general public on a continuing basis
be financed or recovered primarily through user charges.

As a general rule the effect of interfund activity has been eliminated from the government-wide financial
statements. Exceptions to this general rule are payments- in-lieu taxes and other charges between the
government’s utilities and various other functions of the government. Elimination of these charges would
distort the direct costs and program revenues reported for the various functions concerned.

Amounts reported as program revenues include (i) charges to customers or applicants for goods, services,
or privileges provided, (ii) operating grants and contributions, and (iii) capital grants and contributions.
General revenues include all taxes and internally dedicated resources. Enterprise funds distinguish operating
revenues and expenses from nonoperating items. Operating revenues and expenses gencrally result from
providing services and producing and delivering goods in connection with a enterprise fund’s principal
ongoing operations. The principal operating revenues of the various utility funds are charges to customers for
sales and services. The Utility Fund also recognize as operating revenue the portion of tap fees intended to
recover the cost of connecting new customers to the system. Operating expenses for enterprise funds include
the cost of sales and services, administrative expenses, and depreciation on capital assets. All revenues and
expenses not meeting this definition are reported as non-operating revenues and expenses.

When both restricted and unrestricted resources are available for use, it is the City’s policy to use restricted
resources first, then unrestricted resources as they are needed. When unrestricted funds are used the City

uses commitled, assigned then unassigned funds.
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CITY OF CLIFTON, TENNESSEE
Notes to Financial Statements
June 30, 2023

(1) Summary of Significant Accounting Policies, Continued

Cash and Cash Equivalents
Cash and cash equivalents consist primarily of savings accounts, certificates of deposit with original

maturities three months or less and amounts held by the State Local Government Investment Pool.

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 from/ due to other funds (i.e. the 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 internal balances.

Advances between funds, as reported in the fund financial statements, 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 resources. All trade receivables are shown net of an allowance for uncollectible,

if applicable.

Property Tax
The City's property tax is levied each November | on the assessed value listed as of the prior January 1 for

all real and personal property located in the City's legal boundaries. All City taxes on real estate are declared
to be a lien on such realty from January 1 of the year assessments are made.

Assessed values are established by the State of Tennessee at the following rates of appraised market value:

Public Utility Property 55%
Industrial and Commercial Property
- Real 40%
- Personal 30%
Farm and Residential Property 25%

Taxes were levied at a rate of $1.0000 per $100 of assessed valuation for the fiscal year.

Payments may be made during the period from November 1 through March 31. Current tax collections of
$175,550 for the fiscal year ended June 30, 2023 were approximately 92 percent of the tax levy.

Delinquent taxes are turned over to the City Attorney for collection as required by the City Municipal Code.

Restricted Assets
Certain proceeds of the Enterprise Fund bonds, as well as certain resources set aside for their repayment,

are classified as restricted assets on their respective balance sheets because they are maintained in separate
bank accounts and their use is cither limited by applicable bond covenants or represent proceeds from bond
issues that are restricted for use in construction.
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CITY OF CLIFTON, TENNESSEE
Notes to Financial Statements

June 30, 2023

(1) Summary of Significant Accounting Policies, Continued

Capital Assets
Capital assets, which include property, plant and equipment, and certain improvements other than buildings,

are reported in the applicable governmental or business-type activities columns in the government-wide
financial statements. Capital assets arc defined by the government as assets with an individual cost of $5,000
and an estimated useful life in excess of three years. All capital assets are valued at historical cost or
estimated useful life in excess of three years. All capital assets are valued at historical cost or estimated
historical cost, if actual historical cost is not available. Donated capital assets are valued at their estimated
fair value on the date donated. The costs of normal maintenance and repairs that do not add to the value of
the asset or materially extend asset lives are not capitalized.

Interest incurred during the construction phase of capital assets of business-type activities is expensed when
paid and thus not a part of the capitalized cost.

Depreciation is provided over the estimated useful lives using the straight-line method.

The estimated useful lives are as follows:

Infrastructure 40-50 years
Buildings 10-50 years
Utility Plant in Service 10-50 years
Furniture and Equipment 5-10 years

Deferred Qutflows/Inflows of Resources
In addition to assets, the Statement of Net Position will sometimes report a separate section for deferred

outflows of resources. This separate financial statement element, deferred outflows of resources, represents
a consumption of net position that applies to a future period(s) and so will not be recognized as an outflow
of resources (expense/expenditure) until then. The government has two items (pension and OPEB) that

qualify for reporting in this category.

In addition to liabilities, the Statement of Net 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 government has items that qualify for reporting in this category.
Accordingly, the items are reported in the government-wide Statement of Net Position and the governmental
funds balance sheet. These revenues are from the following sources: current and delinquent property taxcs,
which do not meet the availability criteria in governmental funds. These amounts are deferred and
recognized as an inflow of resources in the period that the amounts become available. Additionally, the City
has two items (pension related and OPEB related) that qualifies for reporting in this category.
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CITY OF CLIFTON, TENNESSEE
Notes to Financial Statements
June 30, 2023

(1)  Summary of Significant Accounting Policies, Continued

Budgets and Budgetary Accounting
The City follows these procedures in establishing the budgetary data reflected in the financial statements:

a. Formal budgets are adopted and approved by Council vote on an annual basis for the General and
Special Revenue Funds. These budgets are adopted on a basis consistent with generally accepted accounting
principles (GAAP).

b. The City Council approves, by ordinance, total budget appropriations by department only. The
Mayor is authorized to transfer budget amounts between line items within each department; however, any
revisions that alter the total appropriations of any fund must be approved by the City Council.

c. The budget amounts shown in the financial statements are the final authorized amounts as amended
during the year.

Long-term Obligations

In the government-wide financial statements and enterprise fund types in the fund financial statements,
long-term debt and other long-term obligations are reported as liabilities in the applicable governmental
activities, business-type activities, or enterprise fund type statement of net position. Bond premiums and
discounts are deferred and amortized over the life of the bonds using the effective interest method. Bonds
payable are reported net of the applicable bond premium or discount. Bond issuance costs are expensed in
the year incurred. In the fund financial statements, governmental fund types recognize bond premiums and
discounts, as wel as bond issuance costs, during the current period. The face amount of debt issued is
reported as other financing sources, while discounts on debt issuances are reported as other financing uses.
Issuance costs, whether or not withheld from the actual debt proceeds received, are reported as debt service

expenditures.

Government Wide — Net Position
Net position is a component of equity and is displayed in the following three components:

Net Investment in Capital Asscts — Consists of capital assets, net of accumulated depreciation and reduced
by the outstanding balances of any bonds that are attributable to the acquisition, construction, or
improvement of those assets; debt related to unspent proceeds or other restricted cash and investments is

excluded from the determination.

Restricted — Consists of net position for which constraints are placed thereon by external parties, such as
lenders, grantors, contributors, laws, regulations, and cnabling legislation, including self-imposed legal
mandates, less any related liabilities. The restrictions are evident from the classification titles.

Unrestricted — All other net position that does not meet the description of the above categorics.
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CITY OF CLIFTON, TENNESSEE
Notes to Financial Statements
June 30, 2023

1) Summary of Significant Accounting Policies, Continued

I'und Balance
The City implemented GASB 54 which addresses issues related to how fund balances are reported. Fund

balances are now reported in the following manner:

Nonspendable Fund Balance - This classification includes amounts that are (2) not in spendable form, or
(b) legally or contractually required to be maintained intact. The “not in spendable form™ criterion includes
terms that are not expected to be converted to cash, for example: inventories, prepaid amounts, and long-
term notes receivable.

Restricted Fund Balance - This classification includes amounts that are restricted for specific purposes
stipulated by external resource providers, constitutionally or through enabling legislation. Restrictions may
effectively be changed or lifted with the consent of resource providers.

Committed Fund Balance - This classification includes amounts that can only be used for the specific
purposes determined by a formal action of the City’s highest level of decision-making authority, the City
Council. Commitments may be changed or lifted only by the City taking the same formal action that
imposed the constraint originally (for example: ordinance).

Assigned Fund Balance - This classification included amounts intended to be used by the City for specific
purposes that are neither restricted nor committed. The City Council and its designee, the Recorder, have
the authority to assign amounts to be used for specific purposes. Assigned amounts also include all residual
amounts in governmental funds (except negative amounts) that arc not classified as nonspendable,
restricted, or committed.

Unassigned Fund Balance - This fund balance is the residual classification for the general fund. It is also
used to report negative fund balances in other governmental funds.

In circumstances when an expenditure is made for a purpose for which amounts are available in multiple
fund balance classifications, fund balance is depleted in the order of restricted, committed, assigned, and

unassigned.

Net Position Flow Assumption

Sometimes the government will fund outlays for a particular purpose from both restricted and unrestricted
resources. In order to calculate the amounts to report as restricted — net position and unrestricted — net
position in the government-wide and enterprise fund financial statements, a flow assumption must be made
about the order in which the resources are considered to be applied. It is the City’s policy to consider
restricted — net position to have been depleted before unrestricted — net position is applied.
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CITY OF CLIFTON, TENNESSEE
Notes to Financial Statements

June 30, 2023

(1) Summary of Significant Accounting Policies, Continued

Estimates

The preparation of financial statements in conformity with generally accepted accounting principles
requires management to make estimates and assumptions that affect the reported amounts of assets and
liabilities at the date of the financial statements and the reported amounts of revenues and expenses during
the reporting period. Actual results could differ from those estimates. Financial instruments that potentially
subject the City to significant concentrations of credit risk consist principally of cash and accounts
receivable. The City places its cash with federally-insured financial institutions, institutions participating in
the State collateral pool. With respect to accounts receivable, credit risk is dispersed across a large number
of customers concentrated within one area of service.

Inventory
Inventory of the Utility Fund is valued at cost, using the first in first out method. Inventory of all the

governmental funds consists of expendable supplies held for consumption and are recorded at cost under
the consumption method.

Compensated Absences
The City has accrued a liability for unused sick and vacation pay which is carned, but not taken by City

employees.
July 1,  Addi- Retire- June 30,
2022 tions  ments 2023
Governmental activities 22.772 - 3.665 19.107
Business-type activities 23.966 280 - 24,246

Other Post-Employment Benefit Plan - (OPEB)
For the purposes of measuring the net OPEB liability, deferred outflows of resources and deferred inflows

of resources related to other postemployment benefits, and OPEB expense, information about the fiduciary
net position of the City of Clifton’s participation in the Local Government OPEB Plan (LGOP), and
additions to/deductions from the City of Clifton fiduciary net position have been determined on the same
basis as they arc reported by the LGOP. For this purpose, benefits are recognized when due and payable in
accordance with benefit terms of the LGOP.

Pension
For purposes of measuring the net pension liability, deferred outflows of resources and deferred inflows of

resources related to pensions, and pension expense, information about the fiduciary net position of Clifton’s
participation in the Public Employee Retirement Plan of the Tennessee Consolidated Retirement System
(TCRS), and additions to/deductions from Clifton’s fiduciary net position have been determined on the same
basis as they are reported by the TCRS for the Public Employec Retirement Plan. For this purpose, benefits
(including refunds of employee contributions) are recognized when due and payable in accordance with the
benefit terms of the Public Employee Retirement Plan of TCRS. Investments are reported at fair value.
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CITY OF CLIFTON, TENNESSEE
Notes to Financial Statements
June 30, 2023

(2) Cash and Cash Equivalents

The City is authorized to invest funds in Federal treasury bills and notes, State of Tennessee Local
Government Investment Pool and financial institution demand deposit accounts and certificates of deposit.
During the year, the City invested funds that were not immediately needed in certificates of deposits, savings
accounts and investments in the State of Tennessee Local Government Investment Pool. The City has
deposit policies to minimize custodial credit risks. All deposits with financial institutions must be secured
by one of two methods. One method involves financial institutions that participate in the bank collateral
pool administered by the state treasurer. Participating banks determine the aggregate balance of their public
fund accounts for the State of Tennessee and its political subdivisions. The amount of collateral required to
secure these public deposits must equal at least 105 percent of the average daily balance of public deposits
held. Collateral securities required to be pledged by the participating banks to protect their public fund
accounts are pledged to the state treasurer on behalf of the bank collateral pool. The securities pledged to
protect thesc accounts are pledged in the aggregate rather than against each account. The members of the
pool may be required by agreement to pay an assessment to cover any deficiency. Under this additional
assessment agreement, public fund accounts covered by the pool are considered to be insured for purposes
of credit risk disclosure.

For deposits with financial institutions that do not participate in the bank collateral pool, state statutes
require that all deposits be collateralized with collateral whose market value is equal to 105 percent of the
uninsured amount of the deposits. The collateral must be placed by the depository bank in an escrow account
in a second bank for the benefit of the city. Cash and cash equivalents were adequately covered by federal
depository insurance, insured by the depository bank's participation in the State of Tennessee Bank
Collateral Pool or collateralized by securities, pledged for deposits, held by an independent third-party
financial institution under the terms of a safekeeping collateral agreement in the City's name. Investment
policies of the City follow state law and bond requirements prohibiting investments that are not secured or
insured by the U.S. Government.

The City’s component unit’s deposits with financial institutions are fully insured or collateralized by
securities held in the government’s name.
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CITY OF CLIFTON, TENNESSEE

Notes to Financial Statements
June 30, 2023

(3) Accounts Reccivable

Accounts receivable at yearend, consist of the foliowing:

Other Property Customer
Fund Government Taxes Accounts
General Fund $ 88,575 196,871 -
Special Revenue Fund 19,973 - 17,341
Enterprise Fund - - 171,258
Less allowance for
doubtful accounts (820)

Total $ 108,548 196871  187.779

4) Capital Assets

Primary Government:

A summary of changes in general capital assets as presented in the governmental activities column of the

government-wide financial statement is as follows:

Balance
July 1, 2022 Additions

Total
285,446

37,314
171,438

(820)

493,198

Deletions

Balance
June 30, 2023

Land, buildings and improvements  $ 2,961,054 247,295
Equipment 970,974 89.064

Total $ 3,932,028 336,359

Less Accumulated depreciation (1,528.256)
Net capital assets in service $2,403,772

All assets except land valued at $193,000 are being depreciated.

3,208,349
1.060.038
4.268.387

(1.706,041)
2,562,346

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

General Fund:
General government administration $
Police department
Fire department
Highways and Streets

Parks
Total

i

55,581
17,453
47,358
42,828
14.565
177,785



CITY OF CLIFTON, TENNESSEE

Notes to Financial Statements

(4) Capital Assets, Continued

Component Unit:

June 30, 2023

A summary of changes in capital assets by asset types follows:

Balance Balance

July 1,2022  Additions Deletions  June 30, 2023
Land, buildings and improvements $ 2,061,873 499,700 - 2,561,573
Construction in progress 1,457,552 469,200 499,700 1,427,052
Equipment 348,902 - - 348,902
Total § 3.868.327 968,900 499,700 4,337,527

Less Accumulated depreciation (738.218) (799,155)
Net capital assets in service $ 3,130,109 3,538,372

Land of $76,228 and Construction in progress of $1,427,052 are not being depreciated. Depreciation
expense was charged to the Component Unit in the amount of $60,937.

A summary of changes in Enterprise (Water and Sewer) Fund property, plant and equipment and related

accumulated depreciation follows:

Balance Balance
July 1, 2022 Additions Deletions  June 30, 2023
Land and buildings $ 239,946 - 239,946
Utility plant 10,246,283 151,529 10,397,812
Construction in progress 692,190 413,500 1,105,690
Equipment 401.119 - 401,119
Total 11,579,538 565,029 - 12,144,567
Less accumulated
depreciation (6,969.941) (7.236,543)
4 24

Net plant in service $ 4,609,597

All assets except land and land rights of $174,301 and Construction in progress of $1,105,690 are being
depreciated. Depreciation expense was $266,602 in 2023.
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CITY OF CLIFTON, TENNESSEE
Notes to Financial Statements

June 30, 2023

4) Capital Assets, Continued

A summary of changes in Enterprise (Gas) Fund property, plant and equipment and related

accumulated depreciation follows:

Balance Balance
July 1, 2022 Additions Deletions June 30, 2023
Utility plant $ 875,635 - - 875,635
Buildings 15,585 - - 15,585
Equipment 76,645 34,620 - 111,265
Total 967,865 34,620 - 1.002,485
Less accumulated
depreciation (650.,099) (679.010)
Net plant in service $ 317,766 323,475

All assets are being depreciated. Depreciation expense was $28,911 for the year ended.

&) Long-Term Debt Payable and Other Obligations Payable

The following schedule reflects the changes in long-term debt, as shown in the General Obligation Debt

during the fiscal year 2023.
Primary Government:

Direct Borrowings

Balance Balance Due Within
Notes Payable: July 1, 2022 Additions Retirements June 30, 2023 One Year
Peoples Bank 335,827 0 40,694 295,133 45,235
Total 335,827 0 40,694 295,133 45,235
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(5) Long-Term Debt Payable and Other Obligations Payable, Continued

CITY OF CLIFTON, TENNESSEE

Notes 1o Financial Statements

June 30, 2023

Principal and interest requirements to maturity on all outstanding bonds, loans and obligations as of June

30, 2023, are as follows:

Primary Government:

Year Ending
June 30, Principal
2024 45,235
2025 46,592
2026 47,990
2027 49,429
2028 50,912
2029 54,975

Total $295,133

Interest

6,384
5,027
3,629
2,190
707
540

18.477
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CITY OF CLIFTON, TENNESSEE
Notes to Financial Statements
June 30, 2023

(6) Pension Plan
General Information about the Pension Plan

Plan description. Employees of Clifton are provided a defined benefit pension plan through the Public
Employee Retirement Plan, an agent multiple-employer pension plan administered by the TCRS. The TCRS
was created by state statue under Tennessee Code Annotated Title 8, Chapters 34-37. The TCRS Board of
Trustees is responsible for the proper operation and administration of the TCRS. The Tennessee Treasury
Department, an agency in the legislative branch of state government, administers the plans of the TCRS.
The TCRS issues a publicly available financial report that can be obtained at

http://treasug.tn.gov/Retirement/Boards-and-Govemance/Reporting-and—Investment-Policies.

Benefits provided. Tennessee Code Annotated, Title 8, Chapter 34-37, establishes the benefit terms and can
be amended only by the Tennessee General Assembly. The chief legislative body may adopt the benefit
terms permitted by statute. Members are eligible to retire with an unreduced benefit at age 60 with 5 years
of service credit or after 30 years of service credit regardless of age. Benefits are determined by formula
using the member’s highest five consecutive year average compensation and the member’s years of service
credit. Reduced benefits for early retirement are available at age 55 and vested. Members vest with five
years of service credit. Service related disability benefits are provided regardless of length of service. Five
years of service is required for non-service related disability eligibility. The service related and non-service
related disability benefits are determined in the same manner as a service retirement benefit but are reduced
10 percent and include projected service credits. A variety of death benefits are available under various

eligibility criteria.

Member and beneficiary annuitants are entitled to automatic cost of living adjustments (COLAs) after
retirement. A COLA is granted each July for annuitants retired prior to the 2" of July of the previous year.
The COLA is based on the change in the consumer price index (CPI) during the prior calendar year, capped
at 3 percent, and applied to the current benefit. No COLA is granted if the change in the CPI is less than
one-half percent. A one percent COLA is granted if the CPI change is between one-half percent. A member
who leaves employment may withdraw their employee contributions, plus any accumulated interest.

Employees covered by benefit terms. At the measurement date of June 30, 2022, the following employees
were covered by the benefit terms:

Inactive employees or beneficiaries currently receiving benefits 7

Inactive employees entitled to but not yet receiving benefits 21

Active employees 19
Total 47
43
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CITY OF CLIFTON, TENNESSEE
Notes to Financial Statements

June 30, 2023

(6) Pension Plan, Continued

Coniributions. Contributions for employees are established in the statutes governing the TCRS and may
only be charged by the Tennessee General Assembly. Employees contribute 5 percent of salary. Clifton
makes employer contributions at the rate set by the Board of Trustees as determined by an actuarial
valuation. For the year ended June 30, 2023, employer contributions for Clifton were $41,204 based on a
rate of (0.00%) percent of covered payroll. By law, employer contributions are required to be paid. The
TCRS may intercept Clifton’s state shared taxes if required employer contributions are not remitted. The
employer’s actuarially determined contribution (ADC) and member contributions are expected to finance
the costs of benefits earned by members during the year, the cost of administration, as well as an amortized

portion of any unfunded liability.

Net Pension Liability (Asset)

Clifton’s net pension liability (asset) was measured as of Junc 30, 2022, and the total pension liability used
to calculate net pension liability (asset) was determined by an actuarial valuation as of that date.

Actuarial assumptions. The total pension liability as of June 30, 2022, actuarial valuation was determined
using the following actuarial assumptions, applied to all periods included in the measurement:

Inflation 2.25 percent

Salary increases Graded salary ranges from 8.72 to 3.44 percent based on age, including
inflation averaging 4.00 percent.

Invesiment rate of return  6.75 percent, net of pension plan investment expenses, including inflation.

Cost-of-Living Adjustment 2.125 percent

Mortality rates were based on actual experience including an adjustment for some anticipated
improvement.

The actuarial assumptions used in the June 30, 2022 actuarial valuation were based on the results of an
actuarial experience study performed for the period J uly 1, 2016 through June 30, 2020. The demographic
assumptions were adjusted to more closely reflect actual and expected future experience.
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CITY OF CLIFTON, TENNESSEE
Notes to Financial Statements

June 30, 2023

(6) Pension Plan, Continued

The long-term expected rate of return on pension plan investments was established by the TCRS Board of
Trustees in conjunction with the June 30, 2020 actuarial experience study. A blend of future capital market
projections and historical market returns was used in a building-block method in which a best-estimate of
expected future real rates of return (expected returns, net of pension plan investment expense and inflation)
is developed for cach major asset class. These best-estimates are combined to produce the long-term
expected rate of return by weighting the expected future real rates by return by the target asset allocation
percentage and by adding expected inflation of 2.25 percent. The best-estimates of geometric real rates of
return and the TCRS investment policy target asset allocation for cach major asset class are summarized in

the following table:
Long-term Expected

Asset class Real Rate of Return Target Allocation
U.8. equity 4.88% 31%
Developed market international equity 5.37% 14%
Emerging market international equity 6.09% 4%
Privatc equity and strategic lending 6.57% 20%
U.S. fixed income 1.20% 20%
Real Estate 4.38% 10%
Short-term securitics 0.00% _ 1%
Total 100%

The long-term expected rate of return on pension plan investments was established by the TCRS Board of
Trustees as 6.75 percent based on a blending of the factors described above.

Discount rate. The discount rate used to measure the total pension liability was 6.75 percent. The projection
of cash flows used to determine the discount rate assumed that employee contributions will be made at the
current rate and that contributions from Clifton will be made at the actuarially determined contribution rate
pursuant to an actuarial valuation in accordance with the funding policy of the TCRS Board of Trustees and
as required to be paid by state statute. Based on those assumptions, the pension plan’s fiduciary net position
was projected 1o be available to make projected future benefit payments of current active and inactive
members. Therefore, the long-term expected rate of return on pension plan investments was applied to all
periods of projected benefit payments to determine the total pension liability.
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CITY OF CLIFTON, TENNESSEE
Notes to Financial Statements

June 30, 2023
(6)  Pension Plan, Continued

Changes in the Net Pension Liability (Asset)

Increase (Decrease)

Total Pension Plan Net Pension
Liability (Asset) Fiduciary Net Liability
Position (Asset)
(a) (b) (a) - (b)
Balance at 6/30/21 $1.696,693 _ $2,379,087 ($682,394)
Changes for the Year:
Service Cost 56,666 - 56,666
Interest 116,487 - 116,487
Changes in benefit terms - - -
Differences between expected and
actual experience 43,723 - 43,723
Changes in assumptions - - -
Contributions-employer - 3,552 (3,552)
Contributions-employees - 36,821 (36,821)
Net investment income - (90,697) 90,697
Benefit payments, including refunds
of employee contributions (55,266) (55,266) -
Administrative expense - (1,716) 1,716
Other changes - - -
Net changes 161,610 ) (107,306) 268,916
Balance at 6/30/22 __§ 1,858,303 ~ $2,271,781 ~§ (413,478)

Sensitivity of the net pension liability (asset) to changes in the discount rate. The following presents the net
pension liability (asset) of Clifton calculated using the discount rate of 6.75 percent, as well as what the net
pension liability (asset) would be if it were calculated using a discount rate that is 1-percentage-point lower
(5.75 percent) or 1-percentage-point higher (7.75 percent) than the current rate:

Current
1% Decrease Discount Rate 1% Increase
(5.75%) (6.75%) (1.75%)
Clifton’s net pension liability (asset) (124,356} (413,478) (646,543)
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CITY OF CLIFTON, TENNESSEE
Notes to Financial Statements

June 30, 2023

(6)  Pension Plan, Continued

Pension Expense (Ncgative Pension Expense) and Deferred Outflows of Resources and Deferred
Inflows of Resources Related to Pensions

Pension expense (Negative Pension Expense). For the year ended June 30, 2023, Clifion recognized
negative pension expense of $(36,536).

Deferred outflows of resources and deferred inflows of resources. For the year ended June 30, 2023, Clifton
reported deferred outflows or resources and deferred inflows of resources related to pensions from the

following sources:
Deferred Outflows of Resources Deferred Inflows of Resources

Differences between expected and

Actual experience 72,560 29,744
Net difference between projected and

Actual earning on pension plan

Investments 4,125 -

Changes in Assumptions 102,292 -

Contributions subsequent to the

Measurement date of June 30, 2022 41,204 - .
Total 220,181 29,744

The amount shown above for “Contributions subsequent to the measurement date of June 30, 2022,” will
be recognized as a reduction (increase) to net position }ability (asset) in the following measurement

period.

Amounts reported as deferred outflows of resources and deferred inflows of resources related to pensions
will be recognized in pension expense as follows:

Year Ended June 30:

2024 (383)
2025 18,009
2026 9,512
2027 79,512
2028 21,290
Thereafter 21,290

In the table shown above, positive amounts will increase pension expense while negative amounts will
decrease pension expense.
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CITY OF CLIFTON, TENNESSEE
Notes to Financial Statements
June 30, 2023
(7) - OTHER POSTEMPLOYMENT BENEFITS FOR RETIREE HEALTH INSURANCE

Plan description ~ Employees of the City, who were hired prior to July 1, 2015, are provided with pre-65
retiree health insurance benefits through the closed Local Government OEB Plan (LGOP administered by
the Tennessee Department of Finance and Administration. This plan is considered to be multiple-employer
defined benefit plan that is used to provide postemployment benefits other than pensions (OPEB). However,
for accounting purposes, this plan will be treated as a single-employer plan. All cligible pre-65 retired
employees and disability participants of local governments, who chose coverage, participate in the LGOP.
This plan is closed to the employees of all participating employers that were hired on or after July 1, 2015.

Benefits provided -The City offers the LGOP to provide health insurance coverage to eligible pre-65 retirees
and disabled participants of local governments. Insurance coverage is the only postemployment benefit
provided to retirees. An insurance committee created in accordance with TCA 8-27-701 establishes and
amends the benefit terms of the LGOP. All members have the option of choosing between the premicr
preferred provider organization (PPO), standard PPO, limited PPO or the wellness health-savings
consumer-driven health plan (CDHP) for healthcare benefits. Retired plan members, of the LGOP, receives
the same plan benefits as active employees, at a blended premium rate that considers the cost of all
participants. This creates an implicit subsidy for retirees. Participating employers determine their own
policy related to direct subsidies provided for the retirce premiums. The City does not directly subsidize
and arc only subject to the implicit. The LGOP is funded on a pay-as-you-go basis and there are no assets
accumulating in a trust that meets the criteria of paragraph 4 of GASB Statement NO. 75.

Employees covered by benefif terms. At July 1, 2022, the following employees were covered by the benefit
terms of the LGOP:

Inactive employees or beneficiaries currently receiving benefits
Inactive employees entitled to but not yet receiving benefits
Active employees

|Mrt\)
0 O -

Total

An insurance committee, created in accordance with TCA 8-27-701, establishes the required payments to
the LGOP by member employers and employees through the blended premiums established for active and
retired employees. Claims liabilities of the plan are periodically computed using actuarial and statistical
techniques 1o established premium rates. For the fiscal year ended June 30, 2023, the City paid $4,420 to
the LGOP for OPLIEB bencfits as they came due.
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CITY OF CLIFTON, TENNESSEE
Notes to Financial Statements
June 30, 2023

(7N Other Postemployment Benefits For Retirce Health Insurance, Continued

Total OPEB Liability
Actuarial assumptions-The total OPEB liability on the June 30, 2022 actuarial valuation was determined

using the following actuarial assumptions and other inputs, applied to all the periods included in the
measurement, unless otherwise specified.

Inflation - 2.25%

Salary increases - Graded salary ranges from 3.44 to 8.72 percent based on age,
including inflation, averaging 4 percent.

Healthcare cost trend rates — 8.37% for pre-65 in 2022, decreasing annually over a 7-year
period to an ultimate rate of 4.50%. 8.99% for post-65 in 2022,
decreasing annually over an 8-year period to an ultimate rate

of 4.50%

Retiree’s share of benefit-related costs Members are required to make monthly contributions in order
to maintain their coverage. For the purpose of this valuation a
weighted average has been used with weights derived from the
current distributions of members among plans offered.

Unless noted otherwise, the actuarial demographic assumptions used in the June 30, 2022, valuations were
the same as those employed in the July 1, 2021 Pension Actuarial Valuation of the Tennessee Consolidated
Retirement System (TCRS). These assumptions were developed by TCRS based on the results of an
actuarial experience study for the petiod July 1, 2016 - June 30, 2020. The demographic assumptions were
adjusted to more closely reflect actual and expected future experience. Mortality tables are used to measure
the probabilities of participants dying before and after retirement. The mortality rates employed in this
valuation are taken from the PUB-2010 Headcount-Weighted Employee mortality table for General
Employees for non-disabled pre-retirement mortality, with mortality improvement projected generationally
with MP-2020 from 2010. Post-retirement tables are Headcount-Weighted Below Median Healthy
Annuitant and adjusted with a 6% load for males and a 14% load for females, projected generationally from
2010 with MP-2020. Mortality rates for impaired lives are the same as those used by TCRS and are taken
from a gender distinct table published in the IRS Ruling 96-7 for disabled lives with a 10% load, projected

generationally from 2018 with MP-2020.

Discount rate-The discount rate used to measure the total OPEB liability was 3.54 percent. This rate reflects
the interest rate derived from yields on a 20-year, tax exempt general obligation municipal bonds, prevailing
on the measurement date, with an average rating of AA/Aa as shown on the Bond Buyer 20-year Municipal

GO AA index.
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CITY OF CLIFTON, TENNESSEE

Notes to Financial Statements

June 30, 2023
N Other Postemployment Benefits For Retirce Health Insurance, Continued
Changes in the Total OPEB Liability
Total OPEDR
Liability
(@)
Total OPEB liability - beginning balance § 169,551
Changes for the year:
Service cost $ 17,586
Interest $ 3,944
Changes of benefit terms $ (48,775)
Differences between expected and actual experience hY (13,124)
Change in assumptions $ (17477)
Benefit payments $ (9,140)
Net changes $ (66,986)
Total OPEB liability - ending balance b 102,565

Changes in assumptions-The discount rate was changed from 2.16% as of the beginning of the measurement
period to 3.54% as of June 30, 2022. This change in assumption decreased the total OPEB liability. Other
changes in assumptions include adjustments to initial per capita costs and health trend rates.

Sensitivity of total OPEB liability to changes in the discount rate-The following presents the total OPEB
liability related to the LGOP, as well as what the total OPEB liability would be if it were calculated using

a discount rate that is 1-percentage-point lower or 1-percentage higher than the current discount rate.

Current Discount

1% Decrease Rate Assumption 1% Increase
(2.54%) (3.54%) (4.54%)
$ 108,408 $ 102,565 $ 97,056

Sensitivity of total OPEB liability to changes in the healthcare cost trend rate — The following presents the
total OPEB liability related to the LGOP, as well as what the total OPEB liability would be if it were
calculated using a healthcare cost trend rate that is 1-percentage-lower or 1-percentage-point-higher than

the current healthcare cost trend rate.
Current Healthcare Cost

1% Decrease Trend Rate Assumption 1% Increase
(7.37/7.99% Decreasing to 3.50%) (8.37/8.99% decreasing to 4.50%) (9.37/9.99% decreasing to 5.50%)
94,066 102,565 112,566
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CITY OF CLIFTON, TENNESSEE
Notes to Financial Statements
June 30, 2023

(7 Other Postemployment Benefits For Retirce Health Insurance, Continued

OPEB Expense and Deferred Outflows of Resources and Deferred Inflows of Resources Related to
OPEB

OPEB Expense - For the fiscal year ended June 30, 2023, the City of Clifton recognized OPEB expense of
$22,253.

Deferred Outflows of Resources and Deferred Inflows of Resources - For the year ended June 30, 2023, the
City of Clifton reported deferred outflows of resources and deferred inflows of resources related to OPEB
benefits in the LGOP from the following sources:

Deferred Qutflows of Resources Deferred Inflows of Resources

Differences between expected and

Actual experience 46,821 21,147

Changes in assumptions 8,583 18,479

Employer payments subsequent to

The measurement date 4,420 - .
Total 59,824 39.626

The amounts shown above for “Employer payments subsequent to the measurement date” will be
recognized as a reduction to total OPEB liability in the following measurement period.

Amounts reported as deferred outflows of resources and deferred inflows of resources related to OPEB
will be recognized in employee benefit expense as follows:

Year Ended June 30:

2024 4,992
2025 4,992
2026 4,992
2027 5,275
2028 5,907
Thereafter (10,380)

In the table shown above, positive amounts will increase employee benefit expense while negative
amounts will decrease OPEB expense.
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CITY OF CLIFTON, TENNESSEE
Notes to Financial Statements
June 30, 2023

(3) Commitments and Contingencies

Litigation:
There are no pending lawsuits in which the City is involved.

Grants:
Amounts received from Grantor agencies are subject to audit and adjustment by Grantor agencies,

principally the Federal government. Any disallowed claims including amounts already collected, could
become a liability of the applicable fund.

) Risk Management

The City of Clifton is exposed to various risks to general liability and property and casualty losses. The
City has decided it was more economically feasible to join a public entity risk pool as opposed to purchasing
commercial insurance for general liability and property and casualty coverage. The City participates in the
Public Entity Partners formerly (TML Insurance Pool) which is a public entity risk pool established by the
Tennessce Municipal League, an association of member cities. The City pays an annual premium for its
general liability and property and casualty insurance coverage. The creation of the pool provides for it to
be self-sustaining through member premiums.

The City has not had claims in excess of insurance coverage during the last three years.

(10) Major Customer

The City has a state prison within the City limits and provides water, sewer and gas services to this facility
per the terms of written contracts. The prison accounts for over 40% of gas revenues and over 60% of water

and sewer revenues.

(11)  Operating Transfers

To From Amount
Water and Sewer Fund General Fund $42,446

The transfer from General Fund to Water and Sewer Fund was for In Lieu of Taxes.
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Primary government:

Description

Land

Buildings

Improvements other than buildings

Infrastructure

Equipment

Total Capital Assets

Component Unit-
Description

Land
Improvements
Buildings

Equipment

Total Capital Assets

CITY OF CLIFTON, TENNESSEE

Schedule of Changes in Capital Assets by Type

June 30,2023
Balance Balance
July 1, 2022 Additions Disposals June 30, 2023
$201,982 0 0 201,982
562,845 75,000 0 637,845
1,195,439 25,905 0 1,221,344
1,000,788 146,390 0 1,147,178
970,974 89,064 0 1,060,038
$3,932,028 336,359 0 4,268,387
Balance Balance
July 1, 2022 Additions Disposals June 30, 2023
$76,228 0 0 76,228
3,409,997 968,900 499,700 3,879,197
33,200 0 0 33,200
348,902 0 0 348,902
$3,868,327 968,900 499,700 4,337,527
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Primary government:

Description

General government
Police department
Fire department
Strect department
Parks and recreation

Total Assels

Component Unit

Description

Airport

CITY OF CLIFTON, TENNESSEE

Capital Assets Used in the Operation of the Government Funds

Schedule of Capital Assets by Function and Activity

June 306, 2023
Land and
Improvements Buildings Equipment Total
$812,904 248,090 10,000 1,370,994
39,822 0 167,497 207,319
0 265,075 702,782 967,857
1,147,178 0 54,871 1,202,049
570,600 124,680 124,888 820,168
$2,570,504 637,845 1,060,038 4,268,387
Land and
Improvements Buildings Equipment Total
3,955,425 33,200 348,902 4,337,527
$3,955,425 33,200 348,902 4,337,527
59
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Schedule of Cash and Cash Equivalents and Certificate of Deposits

General Fund:
Demand deposits

Total General Fund

State Street Aid Fund:
Demand deposits

Total State Street Aid Fund

Sanitation Fund:
Demand deposits

Total Sanitation Fund

River Resort Act Funds

Drug Fund - Demand deposits
Total Special Revenue Funds
Water and Sewer Fund:

Demand deposits
Certificate of deposits

Total Water and Sewer Fund

Gas Fund:
Demand deposits
Certificate of deposits
Total Gas Fund

Total Enterprise Funds

Component Unit

CITY OF CLIFTON, TENNESSEE

All Funds

June 30, 2023

Total Cash and Cash Equivalents - All Funds

60

Carrying
Value

431,572

431,572

147,680

147,680

193,860

193,860

102,999
37,134

481,673

1,825,476
667,864

2,493,340

382,217
219,761

601,978

3,095,318

19,004

$4,027,567
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Tax Year
2023
2022
2021
2020
2019
2018
2017

Tax Year

2023
2022
2021
2020
2019
2018
2017
2016
2015
2014

CITY OF CLIFTON, TENNESSEE

Schedule of Changes in Property Taxes Receivable

For the Year Ended June 30, 2023

Collections

Balance and Changes Balance
July 1, 2022 Levy in_Assessment June 30, 2023
3 - 183,836 0 183,836
180,000 6,499 175,550 10,949
10,435 0 8,349 2,086
1,398 0 1,398 0
67 0 67 0
0 0 0 0
101 0 101 0
192,001 190,335 185,465 196,871
Qutstanding

Adjustment snhd Deliquent

Tax Rate Tax Levy Collections Taxes
$ 0.5000 183,836 0 3 183,836
1.0000 186,499 175,550 10,949
1.0000 149,457 147,371 2,086
1.0000 167,852 167,852 0
1.0000 168,329 168,329 0
1.0000 166,215 166,215 0
1.0000 161,697 161,697 0
0.6465 101,036 101,036 0
0.6469 100,377 100,377 0
0.6469 99,498 99,498 0

All deliquent taxes except for the 2022 tax year have been turned over to the County.
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CITY OF CLIFTON, TENNESSEE

Schedule of Debt Service Requirements -
General Obligation Debt

June 30, 2023
CAPITAL OUTLAY
PEOPLE'S BANK TOTAL
Year Principal Interest Principal Interest
2024 $ 45,235 6,384 45,235 6,384
2025 46,592 5,027 46,592 5,027
2026 47,990 3,629 47,990 3,629
2027 49,429 2,190 49,429 2,190
2028 50,912 707 50,912 707
2029 54,975 540 54,975 540
$  $295,133 518,477 $295,133 $18,477
62



£9

geL 9628 - $ v69'0r $ - $ 129'6EC$ aiqeded SRION (€101
££1'662% - ye9'0r $ - 4z9'see 620c/LECL gLoe %00°€ GL5'CEY sueg ssydoad

319vAvYd S3LON
SBPANDY |BIUSLULLISACSD)

£T0T/0L/9 pouad poiiad polad T20T/LIL g2lae) anss] ey anss] jo

Supueising Suung Suung Fuung Surpueising Aunep Jo 152191u] enouny

papunjay pauraely penss] 1587 Aed 1ewisLo

Jo/pue pied
€202 ‘o€ aun(
anss| [enpialpu] AQ 192¢1 uul-Buo] w sadueyD) jo anpayos
FASSAINNIL ‘NOLAITD 40 ALID
Ll L _. L




r_' r"ﬂl r—'-'ﬂ.

CITY OF CLIFTON, TENNESSEE
Schedule of Utility Rates and Information

June 30, 2023

_Water Rates Inside City Outside City

Up to 2,000 gallons $8.36 Minimum charge $16.70 Minimum charge
Over 2,000 gallons $4.18 per 1,000 gallons $8.35 per 1,000 gallons
Sewer Rates - Inside City Limits Only

Sewer rates are equal to the waler rates as noted above.

Natural Gas Rates* - Inside City Limits Only

Minimum bill (300 cubic feet) $5.18

Per MCF Residential $10.64 Commercial $9.90 Industrial $ 9.07

There were approximately 575 water customers, 425 sewer customers and 325 natural gas customers at yearend.

*Due to current changes in natural gas prices, the City adjusts its price each month 1o capture the
price changes.



59

“Sununcose Jo s1seq PaIyIpow iy uo paredard snpayss sy

9L’y 6ZT¥'9L0°1 0 £0L°1L0°T ] WAUNLBAD ATRWL - [BI2P3J PUE 31EIS [B10],
9ZL'y OEE'spl 0 F09°0F1 0 suresdoid 351§ [B10L,
0 8L1°LOT 0 gL1°L01 0 uonedodsue] jo jusumredag
23SS2UUI ], JO NS apeded VIN ViIN
9ZL'y £60°8 0 L9g'C ] uonepodsiel |, Jo justnredag
33559UUA ], JO ANeLS fiayes AemyBiy VN ViN
0 650°0€ ] 650°0€ 0 UONENSHIWPY pue djueul] Jo
usunreds(] 385UV ], JO ARG Amd 44491 YiIN ViIN
:wgadosg Ne¥g
0 660°1£6 0 660°1E6 0 surerdoid ferapa] 1oL
0 TIT'LES 0 TIT'LES 0 UONEAIISUOT) pUe JULIuoIIAUT JO sanunuIwo) S66E0-10LCE w99
wannreda 995sauuI] Y UYL [[BWS JO] DURISISSY

vd4d Jo weunredaq ‘s N

0 L88°E6€ 0 LBR'E6E 0% 39583UUI [, JO 11§ AU 1y WY Ue[d ANy URdLIBUrY ViN LT
Aansear] jo waunredsq sn

rwgadod 1843pag

€707 0counf  sammpuadxl ooy w09y 707 1 Ainf T Rousdy 1oweid " oureN ureolg BAUAN ISqUINN]
soueleq RID B0 el 30UR[Ry wesn Funst]
{(pauajaq) {pawmagac) el SoURISISSY
ajqeAlaaay 2[qEAIR0Y

£707 '0€ Junf papuy 1833 Y3 104
JIUEISISSY [RIDUBUL] 2IBIS PUB [BIIPI] JO IINPIYI§

FASSANNIAL ‘NOLAITD 40 ALLD

BUL B BENE R o e LD EANY Sl D @GNS L G BoD LW i ez )




‘Jurjunoose Jo siseq [erusok st uo paredard Anpayds syl

0 CEI'6TY SEl'6ly 0 wu) weuodwo) - EIof,
0 SE9PLE 0 $E9LE 0 901'0Z 1oL
0 SESY6T i SE5°P6T 0 vonepodsuel] jo jusunredag wodny
23552UU | JO 3181 1Y) siusmaaosdwy podiy 65-4D9S-L1-€ 901'0Z
uonenodsues ] o weunedact '§n
0 001°08 [ 001°08 0 voneuodsuel | o uaunredsq wodny
33853UUa] JO LIS NAR Ia3uey L ViN 9010z
uotrenodsuel ], Jo Jwaunredac] 'S
mswdofaasg podny - 12)s0[0) SIURID) pue
0 008°tS 0 005°¥S 0 eIy I VASN URO] SAMRE 4 AUAUINo) VIN 99,01
rweadosg [epag
£20Z ‘0g sy sampusdxy sHsGaq sidtz09y 7207 ‘1 AIng AouaBy 10Ue1D) aureN ureigold JaquinN Jaquuny
ueeg Weln wreln) MRl weln dunsr
(pawuagaq) (paraja() alelg NUBISISSY
NEAISIY J[qeATadYy
3} wauodwo))
€707 ‘0€ 2unf papug 483X A 1o
PanUNuUOY) “IDUBISISS Y [BIIUBUL] 18IS PUB [BIIPI] jO INPIYIS
FASSANNAL ‘NOJAITD 40 ALLD
| Bl LLLL el Rl | | — i | P R b al i i a | 4 4 F._.IL




i

[

I Sl ! 1 - 1 m - m -

CITY OF CLIFTON, TENNESSEE

Schedule of Federal Expenditures of Federal Awards

June 30, 2023
Assistance
Grantor Listing
Federal Financial Assistance Program Agency Number
American Rescue Plan Act US Depariment of Tteasury
of Treasury 21.027
Asistance to Small Communities U. 8. Department of EPA
thru the Tennessee Department
of Environment and Conservation
of EPA 66.442
Community Facilities Loan USDA thru
and Grants Cluster - Airport Rural Development 10.766
T Hanger Airport U.S. Department of Transportation
thru State of Tennessee
Department of Transportation 20.106
Airport Improvements U.S. Depariment of Transportation
thru State of Tennessee
Department of Transportation 20.106

Total

1. This schedule is prepared on the accrual basis of accounting.
2. The Organization did not elect to use the 10% deminimis cost rate.

3. The Organization had no outstanding loan balances related to this grant program.

&7

$ 393,887

s sz

5 54500

5 80000

5204535

$ 1,360,234



COMPLIANCE AND
INTERNAL CONTROL



JOHN R. POOLE, CEPA
CERTIFIED PUBLIC ACCOUNTANT

134 NORTHLAKE DRIVE (615) 822-4177
f- HENDERSONVILLE, TN 37075

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

Mayor and Board of Commissioners of the
City of Clifton, Tennessee
Clifion, Tennessee

I have audited in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States, the financial statements of the
governmental activities, the business type activities, the discretely presented component unit and
each major fund as of and for the year ended June 30, 2023, and the related notes to the financial
statements, which collectively comprise the City of Clifton’s basic financial statements, and have
issued a report thereon dated December 20, 2023.

Internal Control Over Financial Reporting

In planning and performing my audit of the financial statements, 1 considered the City of Clifton’s
internal control over financial reporting (internal control) as a basis for designing audit procedures
that arc appropriate in the circumstances for the purpose of expressing an opinion on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of the City of
Clifton’s internal control. Accordingly, I do not express an opinion on the effectiveness of the City
of Clifton’s internal control.

pr—— B — e e P

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
- combination of deficiencies, in internal control such that there is a reasonable possibility that a

material misstatement of the entity’s financial statements will not be prevented or detected and

corrected on a timely basis. A significant deficiency is a deficiency, or a combination of
. deficiencies, in internal control that is less severe than a material weakness, yet important enough
to merit attention by those charged with governance.

My consideration of the internal control was for the limited purpose described in the preceding
paragraph and was not designed to identify all deficiencies in internal control that might be
material weaknesses or significant deficiencies and therefore, material weakness or significant
deficiencies may exist that were not identified. I did identify certain deficiencies in internal control,
described in the accompanying Schedule of Findings and Responses as item 2023-001, that I
consider to be a material weakness.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the City of Clifton’s financial statements
are free of material misstatement, | 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 the financial statement amounts. However, providing
an opinion on compliance with those provisions was not an objective of the audit and, accordingly,
T do not express such an opinion. The results of the tests disclosed no instances of noncompliance
or other matters that are required to be reported under Government Auditing Standards.

Response to Findings

The City of Clifton’s response to the finding identified in the audit is described in the Schedule of
Findings and Responses. The City of Clifton’s response was not subjected to the auditing
procedures applied in the audit of the financial statements and, accordingly, | express no opinion

on it.

Purpose of This Report

The purpose of this report is solely to describe the scope of the testing of internal control and
compliance and the result 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.

ok Pl ctm

December 20, 2023
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JOHN R. POOLE, CPA
CERTIFIED PUBLIC ACCOUNTANT
M
1234 NORTHLAKE DRIVE (615) B22-4177
HENDERSONVILLE, TN 37075
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INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE FOR EACH MAJOR
FEDERAL PROGRAM; REPORT ON INTERNAL CONTROL OVER COMPLIANCE

Mayor and Board of Commissioners
City of Clifton, Tennessee
Clifton, Tennessee

Report on Compliance for Each Major Federal Program
Opinion on Each Major Federal Program

I have audited the City of Clifton’s compliance with the types of compliance requirements identified
as subject to audit in the U.S. Office of Management and Budget (OMB) Compliance Supplement that
could have a direct and material effect on each of its major federal programs for the year ended June
30, 2023. The City’s major federal programs are identified in the summary of the auditor’s results
section of the accompanying Schedule of Findings and Questioned Costs.

In my opinion, the City of Clifton complied, in all material respects, with the types of compliance
requirements referred to above that could have a direct and material effect on each of its major federal

programs for the year ended June 30, 2023.
Basis for Opinion on Each Major Federal Program

I conducted my audit of compliance in accordance with auditing standards generally accepted in the
United States of America; the standards applicable to financial audits contained in the Government
Auditing Standards, issued by the Comptroller General of the United States and the audit requirements
of Title 2 US Code of Federal Regulation Part 200, Uniform Administrative Requirements, Cost
Principles, and Audit Requirements for Federal Awards (Uniform Guidance). My responsibilities
under those standards and the Uniform Guidance are further described in the Auditor’s
Responsibilities for the Audit of the Compliance section of my report.

I am required to be independent of the City of Clifton and to meet my other ethical responsibilities, in
accordance with the relevant ethical requirements relating to my audit. I believe that the audit evidence
I have obtained is sufficient and appropriate to provide a basis for my audit opinion on compliance for
each major programs. Our audit does not provide a legal determination of the City of Clifton’s
compliance with the compliance requirements referred to above.
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Responsibilities of Management for Compliance

Management is responsible for compliance with the requirements referred to above and for the design,
implementation, and maintenance of effective internal control over compliance with the requirements
of laws, statutes, regulations, rules, and provisions of contracts or grants agreements applicable to the
City of Clifton’s federal programs.

Auditor’s Responsibilities for the Audit of Compliance

My objectives are to obtain reasonable assurance about whether material noncompliance with the
compliance requirements referred to above occurred, whether due to fraud or error, and to express an
opinion of City of Clifton’s compliance based on the audit. Reasonable assurance is a high level of
assurance but is not absolute assurance and therefore is not a guarantee that an audit conducted in
accordance with generally accepted auditing standards, Government Auditing Standards and the
Uniform Guidance will always detect material noncompliance when it exists. The risk of not detecting
material noncompliance resulting from fraud is higher than for that resulting from error, as fraud may
involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal
control. Noncompliance with the compliance requirements referred to above is considered material if
there is a substantial likelihood that, individually or in the aggregate, it would influence the judgement
made by a reasonable user of the report on compliance about City of Clifton’s compliance with the
requirements of each major federal program as a whole.

In performing an audit in accordance with generally accepted auditing standards and Government
Auditing Standards and the Uniform Guidance, I:

Exercise professional judgment and maintain professional skepticism throughout the audit.

Identify and assess the risks of material noncompliance, whether due to fraud or error, and design and
perform audit procedures responsive to those risks. Such procedures include examining, on a test basis,
evidence regarding the City of Clifton’s compliance with the compliance requirements referred to
above and performing such other procedures as I considered necessary in the circumstances.

Obitain an understanding of the City of Clifton’s internal control over compliance relevant to the audit
in order to design audit procedures that are appropriate in the circumstances, and to test and report on
internal control over compliance in accordance with the Uniform Guidance, but not for the purpose of
expressing an opinion on the effectiveness of the City of Clifton’s internal control over compliance.

Accordingly, no such opinion is expressed.

I am required to communicate with those charged with governance regarding, among other matters,
the planned scope and timing of the audit and any significant deficiencies and material weaknesses in
internal control-over compliance that I identified during the audit.
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Report on Internal Control Over Compliance

A deficiency in internal control over compliance exists when the design or operation of a control over
compliance does not allow management or employees, in the normal course of performing their
assigned functions, to prevent or detect and correct noncompliance with the types of compliance
requirements of a federal program on a timely basis. A material weakness in internal control over
compliance is a deficiency, or combination of deficiencies, in internal control over compliance, such
that there is a reasonable possibility that material noncompliance with a type of compliance
requirement of a federal program will not be prevented, or detected and corrected, on a timely basis.
A significant deficiency in internal control over compliance is a deficiency, or a combination of
deficiencies, in internal control over compliance with a type of compliance requirement of a federal
program that is less severe than a material weakness in internal control over compliance, yet important
enough to merit attention by those charged with governance.

My consideration of the internal control over compliance was for the limited purpose described in the
Auditor’s Responsibilities for the Audit of Compliance section above and was not designed to identify
all deficiencies in internal control over compliance that might be material weaknesses or significant
deficiencies in internal control over compliance. Given these limitations, during the audit I did not
identify any deficiencies in internal control over compliance that I consider to be material weaknesses,
as defined above. However, material weaknesses or significant deficiencies in internal control over
compliance may exist that have not been identified.

My audit was not designed for the purpose of expressing an opinion on the cffectiveness of internal
control over compliance. Accordingly, no such opinion is expressed.

The purpose of this report on internal control over compliance is solely to describe the scope of the testing

of internal control over compliance and the result of that testing based on the requirements of Uniform
Guidance. Accordingly, this report is not suitable for any other purpose.

)l Rl <

December 20, 2023
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CITY OF CLIFTON, TENNESSEE

Schedule of Findings and Questioned Costs

June 30, 2023

Section I - Summary of Auditor's Results
Financial Statemegnts
The Auditor's Report on the Financial Statements was an unmodified opinion.
Internal control over financial reporting:
Material weakness identified ? Yes. 2023-001 Separation of Duties
Significant deficiencies identified ? None reported

Noncompliance material to financial statements noted ? No.

Federal Awards
Internal control over major programs:
Material weakness identified ? No.
Significant deficiencies identified ? None reported
The auditor's report on compliance for major programs was unmodified.

There were no audit findings disclosed that are required to be reported in accordance with
2 CFR 200.516(a).

The Major Programs were:
Assistance to Small Communities - Assistance Listing Number 66.442

American Rescue Plan Act - Assistance Listing Number 21.027

Type A programs have been distinguished as those programs with expenditures greater than $750,000.
No program met this threshold.

The City was not considered to be a low risk auditee.

Section II - Financial Statement Findings

There was one finding related to the financial statements which are required to be reported in accordance with
Government Auditing Standards. 2023-001 - Separation of Duties.

Section III - Federal Award Findings and Questioned Costs

There were no findings related to Federal Awards.

The accompanying notes are an integral part of these statements. 74
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CITY OF CLIFTON, TENNESSEE
Schedule of Findings and Responses

June 30, 2023

2023-001 - Separation of Duties

Condition: The City of Clifton currently has three employees that work in performing the majority of
the accounting functions for the City. Due to only having three employees performing the accounting
transactions, there is currently an inadequate segregation of duties.

Criteria: Generally accepted accounting principles require that accounting functions be adequately
segregated to ensure that the internal accounting controls are effective.

Cause: The City has a limited number of office employees to provide for a proper division of duties.

Effect: The risk of errors and irregularities occurring and not being detected in a timely manner along
with the possibility of fraud or misappropriation of assets increases when accounting functions are not

adequately segregated.

Recommendation: For adequate separation of duties, the employee who writes receipts, prepares and
makes bank deposits, or writes checks should neither reconcile bank statements nor post to the cash
receipts and disbursements journals.

Response: “We agree that the staff size will not allow the City to segregate duties to the optimum level
desired. There are only three employees working in the department so it is virtually impossible to
segregate duties unless more staff could be hired and due to the finances of our small City, we could

not financially hire additional office help.”
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CITY OF CLIFTON, TENNESSEE
Schedule of Disposition of Prior Year Comments

June 30, 2023

Finding Number Finding Title Status
2022 - 001 Separation of Duties Repeated

The original finding number is 2001-001. The current year finding number is 2023-001.
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142 Main Street Office of the City Manager
Post Office Box 192 (931) 676-3370 (phione)
Clifton, TV 38425 (931) 676-5390 (fax)
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City of Clifton

Tennessee

Management’s Corrective Action Plan

Audit period: June 30, 2023

The findings from the June 30, 2023, Schedule of Findings and Responses are discussed below.

2023-001 Segregation of Duties (Internal Control)

Contact person: Doug Kibbey

Planned Corrective Action: It is not economically feasible at this time to hire a sufficient number
of people to adequately separate the duties. The Board of Commissioners continues to monitor

our finances and internal control.

Anticipated Completion Date; At the current time, due to our size, we do not believe we can
fully segregate these duties. We will continue to improve and strengthen our internal controls,

but we cannot give a definite date.

Signature



