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CITY OF CLIFTON, TENNESSEE
Notes to Financial Statements

June 30, 2024

(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 Clifton 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, 2024

(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 are 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 ofa
particular function or segment. Taxes and other items not properly included among program revenues are

reported as general revenues.

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

Measurement Focus, Basis of Accounting, and Financial Statement Presentation

The government-wide financial statements are reported using the economic resources measurement focus
and the 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 cnd. Expenditures generally when a liability is incurred, as under accrual
accounting. ITowever, debt service expenditures, as well as expenditures related to compensated absences

and claims and judgments are recorded only when payment is due.

Property taxcs, state shared revenues, and interest associated with the current fiscal period are all considered
10 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, 2024

(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
Jaw 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 policc 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 is 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 {rom nonoperating items. Operating revenues and expenses generally 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 committed, assigned then unassigned funds.
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CITY OF CLIFTON, TENNESSEE
Notes to Financial Statements
June 30, 2024

(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 Payabies

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 {inancial 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 1 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 $0.9000 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
$176,156 for the fiscal year ended Junc 30, 2024 were approximately 93 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 classificd as restricted asscts on their respective balance sheets because they are maintained in separate
bank accounts and their usc is cither limited by applicable bond covenants or represent proceeds from bond
issucs that are restricted for usc in construction.
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CITY OF CLIFTON, TENNESSEE
Notes to Financial Statements

June 30, 2024

(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 are 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
Furniturc 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 taxes,
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, 2024

(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 ycar.

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 well 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 Assets — 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 procecds or other restricted cash and investments is

excluded from the determination.

Restricted — Consists of net position for which constraints arc placed thereon by external parties, such as
lenders, grantors, contributors, laws, regulations, and enabling 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 categories.

35



CITY OF CLIFTON, TENNESSEE
Notes to Financial Statements
June 30, 2024

(1)  Summary of Significant Accounting Policies, Continued

Fund 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 (a) 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 noles 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.

Commitied 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 lified 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 (cxcept negative amounts) that are¢ 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.

[n 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, 2024

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 earned, but not taken by City
employces. The liability for compensated absences attributable to the City’s governmental funds is recorded
in the government-wide financial statements as a long-term liability and is a reconciling item between the
fund and government-wide financial statements, Compensated absences related to business-type activities
are charged to expense with a corresponding liability established in both the government-wide and fund
financial statements.

July 1, Addi- Retire- June 30,
2023 tions ments 2024
Governmental activities 19.107 8.879 - 27.986

Business-type activities 24,246 4.703 - 28.949

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 are reported by the LGOP. For this purpose, benefits are recognized when due and payable in
accordance with benefit terms of the LGOP,
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CITY OF CLIFTON, TENNESSEE
Notes to Financial Statements
June 30, 2024

1) Summary of Significant Accounting Policies, Continued

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 Clifion’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 Employee 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.

(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 Staic 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 these 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 collatcralized by
securities held in the government’s name.
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CITY OF CLIFTON, TENNESSEE
Notes to Financial Statements
June 30, 2024

3 Accounts Receivable

Accounts receivable at yearend, consist of the following:

Other Property Customer
Fund Government Taxes Accounts Total

General Fund $ 97,268 198,230 - 295,498
Special Revenue Funds 22,647 - 17,862 40,509
Enterprise Funds - - 137,454 137,454
Less allowance for
doubtful accounts - - (820) (820)

Total $119.915 198,230 154,496 472,641

(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 Balance
July 1, 2023 Additions Deletions  June 30, 2024
Land, buildings and improvements ~ $ 3,208,349 407,124 - 3,615,473
Equipment 1,060,038 353.482 - 1,413,520
Total §$ 4,268,387 760,606 - 5.028,993
Less Accumulated depreciation (1,706,041) (1.924.427)
Net capital assets in service $ 2,562,346 104

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

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

(General Fund:

General government administration $ 69,478
Police department 29,313
Fire department 43419
Highways and Streets 51,162
Parks 25,014
Total 218,386
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CITY OF CLIFTON, TENNESSEE
Notes to Financial Statements

June 30, 2024
4) Capital Assets, Continued

Component Unit:

A summary of changes in capital asscts by assct types follows:

Balance Balance

July 1, 2023 Additions Deletions  June 30,2024
Land $ 76,228 - - 76,228
Construction in progress 1,427,052 - - 1,427,052
buildings and improvements 2,485,345 - - 2,485,345
Equipment 348,902 - - 348.902
Total $ 4.337,527 - - 4.337.527

Less Accumulated depreciation (799.155) (854,935}
Net capital assets in service $ 3,538,372 3,482,592

Land of $76,228 and Construction in progress of $1,427,052 are not being depreciated. Depreciation
expensc was charged to the Component Unit in the amount of $55,780.

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

Balance Balance
July 1, 2023 Additions Deletions June 30, 2024

Land and land rights $ 174,301 - - 174,301
Buildings 65,645 - - 65,645
Construction in progress 1,105,690 - 647,465 458,225
Utility plant 10,397,812 1,210,560 - 11,608,372
Equipment 401,119 - - 401,119
Total 12,144,567 1,210,560 647,465 12,707,662
Less accumulated
depreciation (7,236.543) (7.573.396)
Net plant in service $ 4.908,024 5,134,266

All assets except land and land rights of $174,301 and Construction in progress of $458,225 are being
depreciated. Depreciation expense was $336,853 in 2024.
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CITY OF CLIFTON, TENNESSEE
Notes to Financial Statements

June 30, 2024

C)] Capital Assets, Continued

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

Balance Balance
July 1, 2023 Additions Deletions June 30, 2024
Utility plant $ 875,635 - - 875,635
Buildings 15,585 - - 15,585
Equipment 111.265 9,296 - 120,561
Total 1.002.485 9,296 . 1.011.781
Less accumulated
depreciation (679.010) (707.273)
Net plant in service $ 323475 304,508

All assets are being depreciated. Depreciation expense was $28,263 for the year ended.

5) 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 2024.

Primary Government:

Direct Borrowings

Balance Balance Due Within

Notes Payable: July 1, 2023 Additions Retirements June 30, 2024 One Year
People’s Bank 295,133 0 44915 250,218 46,592
Total 295,133 0 44,915 250,218 46,592

The City was in compliance with all such significant limitations and restrictions as of yearend. The above

bonds payable contain provisions that in the event of default, the lender can use any remedy allowed by
state or federal law.
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CITY OF CLIFTON, TENNESSEE
Notes to Financial Statements

June 30, 2024

(5) Long-Term Debt Payable and Other Obligations Payable, Continued

Principal and interest requirements to maturity on all outstanding bonds, loans and obligations as of June
30, 2024, are as follows:

Primary Government:

Year Ending

June 30, Principal Interest
2025 46,592 5,027
2026 47,990 3,629
2027 49,429 2,190
2028 50,912 707
2029 55,295 540

Total $250218 12,093
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CITY OF CLIFTON, TENNESSEE
Notes to Financial Statements
June 30, 2024
(6) Pension Plan
General Information about the Pension Plan

Plan description. Employees of Clifion 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://treasu:_y.tn.gov/Retirement/Boards-and-Governance/Reponing-and-lnvestment-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 consccutive year average compensation and the member’s years of service
credit. Reduced benefits for early retircment arc 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 cligibility. 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, 2023, the following employees
were covered by the benefit terms:

Inactive employees or beneficiaries currently receiving benefits 8

Inactive cmployees entitled to but not yet receiving benefits 21

Active employces 19
Total 48
43
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CITY OF CLIFTON, TENNESSEE
Notes to Financial Statements
June 30, 2024

(6)  Pcnsion Plan, Continued

Contributions. 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, 2024, employer contributions for Clifton were $0 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 June 30, 2023, and the total pension liability used
to calculate net pension liability (assct) was determined by an actuarial valuation as of that date.

Actuarial assumptions. The total pension liability as of June 30, 2023, 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.

Investment 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 expericnce including an adjustment for some anticipated improvement.
The actuarial assumptions used in the June 30, 2023 actuarial valuation were based on the results of an

actuarial experience study performed for the period July 1, 2016 through June 30, 2020. The demographic
assumptions were adjusted to more closely reflect actual and expected future experience.

44



J 3

S—F"'m

CITY OF CLIFTON, TENNESSEE
Notes to Financial Statements
June 30, 2024

(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 ecach 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 each major asset class are summarized in
the following table:

Long-term Expected

Asset class Real Rate of Return Target Allocation
U.S. equity 4.88% 31%
Developed market international equity 5.37% 14%
Emerging market international equity 6.09% 4%
Private equity and strategic lending 6.57% 20%
U.S. fixed income 1.20% 20%
Real Estate 4.38% 10%
Short-term securities 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 1o 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 lo 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 to 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, 2024
(6)  Pcnsion Plan, Continued

Changes in the Net Pension Liability (Asset)

Increase (Decrease)

Total Pension Plan Net Pension
Liability (Asset) Fiduciary Net Liability
Position (Asset)
(a) ®) (a) - (b)
Balance at 6/30/22 $1,858,303 $2,271,781 ($413,478)
Changes for the Year:
Service Cost 72,118 - 72,118
Interest 126,406 - 126,406

Changes in benefit terms : - -
Differences between expected

and actual expericnce 174,809 - 174,809
Changes in assumptions - - -
Contributions-employer - - -

Contributions-employees - 44,378 (44,378)
Net investment income - 150,263 (150,263)
Benefit payments, including

refunds of employee contributions (115,493) (115,493) .
Administrative expense - (1,592) 1,592
Other changes - - -

Net changes 257,840 77,556 ) 180,284
Balance at 6/30/23 $ 2,116,143 $ 2,349,337 $ (233,194)

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 (assct) 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% Increasc
(5.75%) (6.75%) (1.75%)
Cliflon’s nct pension liability (asset) $99,765 ($233,194) ($500,947)
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CITY OF CLIFTON, TENNESSEE
Notes to Financial Statements
June 30, 2024

(6)  Pension Plan, Continued

Pension Expense (Negative 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, 2024, Clifton recognized
negative pension expense of $29,556.

Deferred outflows of resources and deferred inflows of resources. For the year ended June 30, 2024, 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 expericnce 207,149 7,178

Net differcnce between projected and

Actual earning on pension plan

Investments 17,588 -

Changes in Assumptions 82,402 S

Contributions subsequent to the

Measurement date of June 30, 2023 - -
Total 307,139 7.178

The amount shown above for “Contributions subsequent to the measurement date of June 30, 2023,” will
be recognized as a reduction (increase) to net position liability (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:

2025 $43,108
2026 $34,611
2027 $104,611
2028 $46,389
2029 $46,263
Thereafter $24.973

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, 2024
(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 eligible 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 retirces
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 premier
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 retiree premiums. The City does not directly subsidize
and are 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 benefit terms. At July 1, 2023, the following employees were covered by the benefit
terms of the L.GOP:

Inactive cmployces or beneficiaries currently receiving benefits 2
Inactive employces entitled to but not yet receiving benefits 0
Active employees 19

Total 21

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 biended premiums established for active and
retired employces. Claims liabilities of the plan are periodically computed using actuarial and statistical
techniques to established premium rates. For the fiscal year ended June 30, 2024, the City paid $7,239 to
the LGOP for OPEB benefits as they came due.
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CITY OF CLIFTON, TENNESSEE
Notes to Financial Statements
June 30, 2024

(7) Other Postemployment Benefits For Retiree Health Insurance, Continued

Total OPEB Liability
Actuarial assumptions - The total OPEB liability on the June 30, 2023 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 - 10.31% for pre-65 in 2023, decreasing annually over a 11-year
period to an ultimate rate of 4.50%. 12.44% for post-65 in

2023, decreasing annually over a 11-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, 2023, valuations were
the same as those employed in the July 1, 2022 Pension Actuarial Valuation of the Tennessce Consolidated
Retirement System (TCRS). These assumptions were developed by TCRS based on the results of an
actuarial experience study for the period 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 gencrationally
with MP-2021 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-2021. 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-2021.

Discount rate-The discount rate used to measure the total OPEB liability was 3.65 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, 2024

)] Other Postemployment Benefits For Retiree Health Insurance, Continued

Changes in the Total OPEB Liability

Total OPEB Liability
(a)
Total OPEB ljability - beginning balance $ 102,565
Changes for the year:
Service cost $ 7,086
Interest 3 3,804
Changes of benefit terms $ =
Differences between expected and actual experience $ (2,099)
Change in assumptions $ 12,348
Benefit payments $ (4,420}
Net changes $ 16,719
Total OPEB liability - ending balance $ 119,284

Changes in assumptions - The discount rate was changed from 3.54% as of the beginning of the
measurement period to 3.65% as of June 30, 2023. 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
(2.65%) (3.65%) (4.65%)
$ 125,348 $119,284 $ 113,550

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 healtheare 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
(9.31/11.44% decreasing to 3.50%) (10.31/12.44% decreasing to 4.50%) (11.31/13.44% decreasing to 5.50%)
$ 111,329 $ 119,284 $ 128,488
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CITY OF CLIFTON, TENNESSEE
Notes to Financial Statements
June 30, 2024

(7) Other Postemployment Benefits For Retiree Health Insurance, Continued

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

OPEB Expense - For the fiscal year ended June 30, 2024, the City of Clifton recognized OPEB expense of
$17,223,

Deferred Outflows of Resources and Deferred Inflows of Resources - For the year ended June 30, 2024, the
City of Clifion reported deferred outflows of resources and deferred inflows of resources related to OPEB

benefits in the LGOP from the following sources:

Deferred Outflows of Resources Deferred Inflows of Resources

Differences between expected and

Actual experience 37,362 19,337

Changes in assumptions 17,553 15,884

Employer payments subsequent to

'The measurement date 7,239 - .
Total 62,154 35,221

The amounts shown above for “Employer payments subsequent to the measurement date” will be
recognized as a reduction to total OPLB 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:

2025 6,333
2026 6,333
2027 6,616
2028 7,248
2029 (3,286)
Thereafter (3,550)

In the table shown above, positive amounts will increase employee benefit expense while negative amounts
will decreasc OPEB expense.
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CITY OF CLIFTON, TENNESSEF.
Notes to Financial Statements
June 30, 2024

(8) Commitments and Contingencies

Litigation:
There arc 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.

9) 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 cxcess 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 $44.217

The transfer from General Fund to Water and Sewer FFund 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
Totai Capital Assets

CITY OF CLIFTON, TENNESSEE

Schedule of Changes in Capital Assets by Type

June 30, 2024
Balance Balance
July 1, 2023 Additions Disposals June 30, 2024
$201,982 0 0 201,982
637,845 08,632 0 736,477
1,221,344 133,119 0 1,354,463
1,147,178 175,373 0 1,322,551
1,060,038 353,482 0 1,413,520
$4,268,387 760,606 0 5,028,993
Balance Balance
July 1, 2023 Additions Disposals June 30, 2024
$76,228 0 0 76,228
3,879,197 0 0 3,879,197
33,200 0 0 33,200
348,902 0 0 348,902
$4,337,527 0 0 4,337,527
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Primary government:

Description

General government
Police department
Fire department
Street department
Parks and recreation

Total Assets

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 30, 2024
Land and
Improvements Buildings Equipment Total
$812,904 282,690 28,590 1,124,184
39,822 0 314,064 353,886
0 265,075 702,782 967,857
1,322,551 0 67,310 1,389,861
703,719 188,712 300,774 1,193,205
$2,878,996 736,477 1,413,520 5,028,993
Land and
Improvements Buildings Equipment Total
3,955,425 33,200 348,502 4,337,527
$3,955,425 33,200 348,902 4,337,527
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Schedule of Cash and Cash Equivalents and Certificate of Deposits

CITY OF CLIFTON, TENNESSEE

All Funds

June 30, 2024

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 Fund
Demand deposils
Total River Resort Act Fund

Drug Fund
Demand deposits

Total Drug Fund
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

Total Cash and Cash Equivalents - All Funds

Carrying
Value
350,544

350,544

94,700

94,700

151,691

151,691

67,399

67,399

12,449

12449
326,239

1,361,500

683,318
2,044,818

371,087
225,792
596,879

2,641,697

27,215

$3,345,695
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Tax Year

2024
2023
2022
2021

Tax Year
2024
2023
2022
2021
2020
2019
2018
2017
2016
2015
2014

CITY OF CLIFTON, TENNESSEE

Schedule of Changes in Property Taxes Reccivable

For the Year Ended June 30, 2024

Collections
Balance and Changes Balance
July 1, 2023 Levy in Assessment June 30, 2024
$ - 184,609 0 184,609
183,836 4,961 176,156 12,641
10,949 0 10,085 864
2,086 0 1,970 116
196,871 189,570 188,211 198,230
Qutstanding
Adjustment snd Deliquent
Tax Rate Tax Levy Collections Taxes
$ 0.9000 3 184,609 oc 3 184,609
0.9000 188,797 176,156 12,641
1.0000 186,499 185,635 864
1.0000 149,457 149,341 116
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
0.6469 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 2023 tax year have been turned over to the County.
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Year

2025
2026
2027
2028
2029

CITY OF CLIFTON, TENNESSEE

Schedule of Debt Service Requirements -
General Obligation Debt

62

June 30, 2024
CAPITAL OUTLAY
PEOPLE'S BANK TOTAL
Principal Interest Principal Interest
$ 46,592 5,027 46,592 5,027
47,990 3,629 47,990 3,629
49,429 2,190 49,429 2,190
50,912 707 50,912 707
55,295 540 55,295 540
$ $250,218 $12,093 $250,218 $12,093




£9

glz'osz  § - $ SlEvP § - $ geEl’'sez ¢ s|qeded SN (2101

glzose $ - ) Sle'yr S - ] £El’'G6C  § GZOT/LEZL BLOZ %00°€ GG E€6F 5 Jueg sa|doad

FTHVAYd S3LION

SAIAIOY [BIUBLILISNOD)

¥207/0£/9 poliadg pouad poliad £T0T/ /L Aeg anssy Ay anssy yo
Surpusing Suung Fuungg Suung Supurising Aunew Jo 15319)u] noury
papunyay paanep panss] 1587 areq [euiBug

Jo/pue pied

YZOT “0g ung
anss] [enpraipuj Aq 193 wuN-Suog w sedueyd Jo ampsydg

JASSINNIL ‘NOLIITD 40 ALID



mem 1

M

CITY OF CLIFTON, TENNESSEE
Schedule of Utility Rates and Information

June 30, 2024

Water Rates Inside City OQutside City
Up to 2,000 gallons $8.36 Minimum charge $16.70 Minimumn charge
Over 2,000 gallons $4.18 per 1,000 gatlons $8.35 per 1,000 gallons

Sewer Rates - Inside City Limits Only

Sewer rates are equal to the water 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 585 water customers, 435 sewer customers and 335 natural gas customers at yearend.

*Due to current changes in natural gas prices, the City adjusts its price each month to capture the
price changes.
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COMPLIANCE AND
INTERNAL CONTROL



JOHN R. POOLE, CPA

CERTIFIED PusgLiCc ACCOUNTANT
1

34 NORTHLAKE DRIVE (615) B22-4177
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 A UDITING STANDARDS

Mayor and Board of Commissioners of the
City of Clifton, Tennessee
Clifton, 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 activitics, the business type activities, the discretely presented component unit and
each major fund as of and for the year ended June 30, 2024, 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 October 31, 2024.

Internal Control Over Financial Reporting

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

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent
or detect and correct misstatements on a timely basis. A material weakness is a deficiency, or
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.

i 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 2024-001, that I
consider 1o be a material weakness,

68




———

A ] ] il e

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the City of Clifton’s financial statements
are free of material misstatement, I 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,
I 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, I express no opinion
on it.

Purpose of This Report

The purpose of this report is solcly 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.

Jobh 0, o

October 31, 2024
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CITY OF CLIFTON, TENNESSEE
Schedule of Findings and Responses

June 30, 2024

2024-001 - 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.

Lffect: 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, 2024

Finding Number Finding Title Status
2023 - 001 Separation of Duties Repeated

The original finding number is 2001-001. The current year finding number is 2024-001.
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142 Main Street Office of the City Manager
Post Office Box 192 (931) 676-3370 (phone,
Clifton, TN 38425 (931) 676-5390 (fax)

v

City of Clifton

Tennessee

Management's Corrective Action Plan
Audit period: June 30, 2024
The findings from the June 30, 2024, Schedule of Findings and Responses are discussed below.
2024-001 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: /gm %




