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INDEPENDENT AUDITOR'S REFORT

June 9, 2011

Honorable Mayor and
Members of the City Council
City of Cornelia

Cornelia, Georgia

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, the aggregate discretely presented component units, each major fund and the aggregate remaining
fund information of the City of Cornelia, Georgia, as of and for the year ended December 31, 2010, which
collectively comprise the City’s basic financial statements as listed in the table of contents. These financial
statements are the responsibility of the City of Cornelia, Georgia’s Management. Our responsibility is to
express opinions on these financial statements based on the audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States. Those standards require that we plan and perform
the audit to obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also includes assessing the accounting principles used and
significant estimates made by Management, as well as evaluating the overall basic financial statement
presentation. We believe that our audit provides a reascnable basis for our opinions.

In our opinion the financial statements referred to above present fairly, in all material respects, the
respective [inancial position of the govemmental activities, the business-type activities, the aggregate
discretely presented component units each major fund and the aggregate remaining fund information of the
City of Cornelia, Georgia as of December 31, 2010, and the respective changes in financial position and
cash flows, where applicable, thereof for the year then ended in conformity with accounting principles
generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated June 9, 2011 on
our consideration of the City of Cornelia, Georgia’s internal control over financial reporiing and our tests of
its compliance with certain provisions of laws, regulations, contracts, grant agreements and other matters.
The purpose of that report is to describe the scope of our testing of internal control over financial reporting
and compliance and results of that testing, and not to provide an opinion on the infernal confrol over
financial reporting or on compliance. That report is an infergral part of an audit performed in accordance

with Government Auditing Standards and should be read in conjunction with this report in considering the
results of our audit.



The City has not presented Management’s Discussion and Analysis that the Governmental Accounting
Standards Board has determined necessary to supplement, although not required to be part of, the basic
financial statements.

The budgetary comparison schedule identified as Exhibit 8 in the Financial Section of the accompanying
table of contents is not part of the basic financial statements but is supplementary information required by
the Governmental Accounting Standards Board. We have applied certain limited procedures, which
consisted principally of inquiries of management regarding the methods of measurement and presentation of
the required supplementary information. However, we did not audit the information and express no opinion
on it.

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the City of Cornelia, Georgia’s basic financial statements. The combining fund statements and
schedules and the state reporting section with the special purpose local option sales tax report are presented
for purposes of additional analysis and are not a required part of the basic financial statements. The single
audit section with the schedule of expenditures of federal awards is presented for purposes of additional
analysis as required by U.S. Office of Management and Budget Circular A-133, Audits of States, Local
Governments, and Non-Profit QOrganizations, and is not a required part of the basic financial statements.
The combining fund statements and schedules, the state reporting section with the special purpose local
option sales tax report, and the single audit section with the schedule of expenditures of federal statements
are, in our opinion, is fairly stated, in all material respects, in relation to the basic financial statements taken

as a whole.

Dumm,,_n w.’rh%‘p-u&r-') , Lo <

Duncan & Kitchens, LLC
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CITY OF CORNELIA, GEORGIA
STATEMENT OF NET ASSETS
DECEMBER 31, 2010

Primary Government

EXHIBIT 1

Component
Unit

Governmental Business-Type
Activities Activities Total
ASSETS
Cash $ 2,175,208 $ 5,812,283 $ 7,987,491 -
Taxes Receivable 1,170,170 1,170,170 -
Accounts Receivable 108,414 462,545 570,959 -
Grants Receivable -
Intergovernmental Receivable 209,823 (209,823}
Capital Assets
Non-Depreciable 158,955 344,616 503,571 -
Depreciable Assets, Net 3,863,415 22,160,272 26,023,687 -
TOTAL CAPITAL ASSETS 4,022,370 22,504,888 26,527,258 -
TOTAL ASSETS $ 7,685,985 $ 28,569,893 § 36,255,878 -
LIABILITIES
Current Liabilities
Accounts Payable 3 43,732 $ 419,411 $ 463,143 -
Accrued Payroll 67,672 37,600 105,272 -
Payroll Taxes Withheld
and Accrued 6,220 12,739 18,959 -
Notes Payable 1,527,769 1,527,765
Current Portion of Long-Term Debt 61,319 428,207 489,526 -
Water Deposits 1,418 1,418 -
Noncurrent Liabilities
Long-Term Notes Payable 107,607 4,915,229 5,022,836 -
TOTAIL LIABILITIES 286,550 7,342,373 7,628,923 -
NET ASSETS
Invested in Capital Assets, Net of
Related Debt 3,853,444 15,633,683 19,487,127 -
Unrestricted Assets 3,545,991 5,593,837 9,139,828 -
TOTAL NET ASSET b} 7,399,435 $ 21,227,520 $ 28,626,955 -

The accompanying notes are an integral part of this statement.

Py



JuatuMes S17 Jo wred [erSnu we ore saou Fulkueduroade s,

- § $S6'979°8T § 075°LZTIT  § SEV6SEL $ ma X J0 pUg - §1955V 19N
- LSEPO¥ ST $68°090°81 TOS'EFE L (p21e1s9y) Tea i jo Sumrurdag je S1asSY 1N
(6s€'051) {6s£'001) swawsa(py polsd 10k
91L'PHS7CT £58°090°81 198°£0€°L (ruIS Q) Teaj, 30 FUIIUISaE 3B S1assY JON
- 86¢TLT'C $99°991°¢ ££6°55 s1958Y Uy aBueyD
- £73TSRT LEETTIT 9% 1+9°C SIJSUBL], PUR SONUSASY [RIDUAD [RI0L
- €88°€81 (s88'esl) sIoJstma
90£'ZE 90£°TE SUoTRUOC
- 9EE'TE 9fE'TE SMOBUR[[SISTA
8L8°06¢€ 8L8°06¢F [EUAWLIDADSISIU]
- T60°LE TLHLT 0796 sSuruIBg JUSUNSIAY] PAOLNISAIUN]
- 858°661 858°661 WNIWaI] 20UBINSU]
- GLRTTTI 6LETTI AUT A\ PUE I3
SER'LSH SERLST Xe ], 910
- 88 0% Z8SOPF ISIDURL]
- L50°6bF 1 LEO'6FE'T Kyradorg
50 ],

(SANUIAIY [RIAU2)

- SLL'GYE R0£°556°C (££5'85°T) 8CT°TLLL g $ 105°5Es9 § PRRTLTSL 5 uaunLRA0) ATBWIg [210],
- R0£°6S6°T ROE'SS6T 996°C5E°] LOL'9SH'S £9L°950"F sanIAnNoy adAr-ssauisng Jeio ],
- B0E'SSE'T B0E'CS6'T 996°656°T LOI'9SFE €9L9C0%F JaMaG puB IR A
sanIAnoY adL)-ssamsng
- (££5°68¢°7) (££5°¢85°7) T61°91T F6E690°T GIT°IL8°E SANIANOY |RIUSUNLIRACT) [F10],
(6L6D) 616D 6L6T 198p uLal-SU0| U0 SAIU|
- (9z0"pP 1} (920°FH1) 970" b1 [BOIUBYOAN PUE SoURUMUIRIN
(959'85) (9c9°gc) 9Cc9'gc Juawdopang] Anunwure.)
- (381°9) (g81°9) 1L.°881 65661 uawiredaq Suruuelg
- TLIFL TLI'PL [zZrsot 986°LT S06'T9 uaunredag] BonraIoay]
- (126'9€D) (1L6'9£0) 1L6'9ET s3utpying a11qngd
- (0Lss12) (pLs's17) 1L8'6LT 1bF'S6t UOTRIURE 2P §195NG
- (ZLL19) (TL¥'L19) 050°22 0L6'6L T6¥'61L ang
- (317°538) (8717°c83) 005°€S PoE9cE TLOGETT 1[0
(869°16) (869°16) 869°16 $00IM0SOY] UBLUNL]
(seL°i1?7) (sLLt1?) SLLLTT TaBeuep Ao
(pze'eL) (bze'es) PTEEL UMOIAWO]] Janag
- § (8¢8'601) 5 § (323%6010) g 1Z8°1E g § TLF9El § 128°LLT g WSWUIBAOD) [RIDUAD

SONIANOY [QWUDWWIAAOL
JaniLA0n Livig

| CEAR SANANDY SANIAIDY SUOHIAGLIUOY SuotRqLIU0D 5821AI25 sasuadxg sure1§org/suonaun,]
adA3-ssaursng TPIUALLIINAOD) puUE SjUeIn) ple SeD 107 s35IRyD)
Jupn, JUOIHIISAO0) ATRLILL] Eudey 2unerad
juauoduros)
$1955Y 19N U1 Sa8uey)) pue anusasy (ssuadx) 13N $aNU2A2Y WEIS0]

010Z “1€ YIIWIDTA AIANT IvIA FHL A0
SHILIATLOV 4O INFWHLVLS
T LIgIHX4d VIDYOFD 'VITINAIOD 40 ALID



ASSETS
Cash
Taxes Receivable
Accounts Receivable
Due from Other Funds
TOTAL ASSETS

LIABILITIES
Accounts Payable
Accrued Payroll
Payroll Taxes Withheld and Accrued
Deferred Revenue - Taxes
TOTAL LIABILITIES

FUND BALANCE
Reserved, reported in:
Capital Projects Fund
Special Revenue
Unreserved, undesignated
reported in: General Fund
TOTAL FUND BALANCE

TOTAL LIABILITIES AND FUND BALANCE §

CITY OF CORNELIA, GEORGIA
BALANCE SHEET
GOVERNMENTAL FUNDS
DECEMBER 31, 2010

EXHIBIT 3

Adjustments to the Statement of Net Assets

Fund Balance

SPLOST V NONMAIJOR
GENERAL CAPITAL GOVERNMENTAL  GOVERNMENTAL
FUND PROJECTS FUNDS FUNDS
3 1,324,880 § 803,711 3 46,617  § 2,175,208
1,170,170 1,170,170
108,414 108,414
209,823 209,823
b 2,813,287 §$ 803,711 § 46,617  § 3,663,615
$ 43,732 % 3 3 43,732
67,672 67,672
6,220 6,220
284,840 284,840
402,464 402,464
803,711 803,711
46,617 46,617
2,410,823 2,410,823
2,410,823 803,711 46,617 3,261,151
2,813,287 § 803,711 § 46,617 % 3,663,615
$ 3,261,151
Capital assets used in governmental activities are not current financial
resources and therefore are not reported in the govemmental funds 4,022,370
Other long-term assets are not available to pay for current-period expenditures
and therefore are offset by deferred revenue in the governmental funds 284,840
Long-term liabilities are not due and payable in the current period and
therefore are not reported in the governmental funds, (168,926)
Net Assets of Governmental Activities (Exhibit "1") 3 7,399,435

The accompanying notes are an integral part of this statement.




CITY OF CORNELIA, GEORGIA EXHIBIT 4
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE
GOVERNMENTAL FUNDS
FOR THE YEAR ENDED DECEMBER 31, 2010
SPLOSTV NONMAJOR TOTAL
GENERAL CAPITAL GOVERNMENTAL GOVERNMENTAL
FUND PROJECTS FUNDS FUNDS
REVENUES
Taxes
Property b 1,368,967 § b $ 1,368,967
Franchise 440,582 44(},582
Motel 157,835 157,835
Beer and Wine 112,879 112,879
Insurance Premium 199,858 199,858
License and Permits £35,862 135,862
Charges for Services 686,276 686,276
Fines and Forfeitures 247,256 247,256
Interest Income 4,096 5,444 81 9,621
Intergovernmental 12,993 377,885 ' 390,878
Grants 216,192 216,192
Donations 14,119 18,187 32,306
Miscellaneous 32,136 32,336
TOTAL REVENUE 1.471.416 383,329 176,103 4,030,848
EXPENDITURES
Current:
General Government 132,391 66,193 198,584
Better Hometown 56,163 17,161 73,124
City Manager 217,775 217,775
Human Resources 91,698 01,698
Police Depariment 1,214,552 1,214,552
Fire Department 668,811 668,811
Streets and Sanitation 441}, 760 440,760
Public Buildings and Library 236,971 236,971
Recreation Department 209 903 299,992
Planning Department 215,317 215,377
Community Development 58,656 58,656
Maintenance and Mechanical 144,026 144,026
Debt Service
Prineipal Retirement 51,369 51,169
Interest and Fiscal Charges 2,979 2,979
TOTAL EXPENDITURES 3,831,520 - 83,354 3,914,874
EXCESS (DEFICIENCY} OF REVENUES
OVER (UNDER) EXPENDITURES (360,104) 383,329 92,749 115,974
OTHER FINANCING SOURCES (USES)
Proceeds from Debt £31,950 131,950
Interfund Transfers 621,050 (735,000) (69,935) (183,883)
TOTAL OTHER FINANCING SOURCES (USES) 753,000 (735,000} (69,935) (51,935)
EXCESS (DEFICIENCY) OF REVENUES AND OTHER
SOURCES (USES) OVER (UNDER) EXPENDITURES 392,896 (351,671) 22,814 64,039
FUND BALANCE - BEGINNING OF YEAR 2,017,927 1,155,382 23,803 3,197,112
FUND BALANCE - END OF YEAR § 2410823 3 803,711 % 46,617 § 3,261,151
Adjustments to the Statement of Activities
Net Change in Fund Balance $ 64,039
Governmental funds report capital outlays as expenditures. However, in
the statement of activities the cost of those assets are allocated over their
estimated useful lives and reported as depreciation expense, This is the
amount by which Depreciation ($ 275,319) exceeded Capital Outlays (3 267,703). (7.614)
Revenues in the statement of activities that do not provide current financiat
resources are not reported as revenues in the fands. 80,089
Proceeds from financing, such as capital leases, are recognized in the statement
of activities, whereas they recognized as other financing sources in the
governmental funds. (L31,950)
Repayment of debt principal is an expenditure in the governmental funds,
but the repayment reduces long-term debt in sfatement of net assets. 51,369
Change in net assets of governmental activities (Exhibit 2 ) b 55,933

The accompanying nofes are an integral part of this statement.



ASSETS
Current Assets:
Cash
Accounts Receivable
Total Current Assets

Non-current Assets:
Capital Assets
Assets not being depreciated
Asset being depreciated
Accumulated Depreciation
Total Non-current Assets

TOTAL ASSETS

LIABILITIES AND FUND EQUITY
Current Liabilities

CITY OF CORNELIA, GEORGIA EXHIBIT 5
STATEMENT OF NET ASSETS
PROPRIETARY FUND
DECEMBER 31, 2010

BUSINESS TYPE
ACTIVITIES
WATER AND SEWER
ENTERPRISE FUND

§ 5,812,283
462,545
6,274,828

344,616
32,930,584
(10,770,312)
22,504,388

5__ 28779716

Accounts Payable b} 419,411
Accrued Payroll 37,600
Payroll Taxes Withheld and Accrued 12,739
Due to General Fund 209,823
Notes Payable 1,527,769
Current Portion of Long-term Notes 428,207
Total Current Liabilities 2,635,549
Non-current Liabilities
Water Deposits 1,418
Long-term Notes Payable 4,915,229
Total Nen-current Liabilities 4,916,647
TOTAL LIABILITIES 7,552,196
NET ASSETS
Invested in Capital Assets, Net of
Related Debt 15,633,683
Unrestricted Assets 5,593,837
TOTAL NET ASSETS 21,227,520
TOTAL LIABILITIES AND NET ASSETS 3 28,779,716

The accompanying notes are an integral part of this statement.



CITY OF CORNELIA, GECRGIA

PROPRIETARY FUND
FOR THE YEAR ENDED DECEMBER 31, 2010

OPERATING REVENUES
Water Sales
Sewer Fees
Fines and Surcharges
Water and Sewer Taps
Miscellancous Receipts
TOTAL OPERATING REVENUES

OPERATING EXPENSES - By Department
Administration
Water Plant
Disposal Plant
Water & Sewer System - Crew
Maintenance and Mechanical
Depreciation

TOTAL OPERATING EXPENSES

OPERATING INCOME

NON-OPERATING REVENUES (EXPENSE)
Capital Grants
Interest Income
Interest Expense
TOTAL NON-OPERATING INCOME (EXPENSE)

INCOME BEFORE CONTRIBUTIONS AND TRANSFERS

Transfer from SPLOST V

Transfer to General Fund

Capital Contributions
CHANGE IN NET ASSETS

TOTAL NET ASSETS - BEGINNING OF YEAR

TOTAL NET ASSETS - END OF YEAR

The accompanying notes are an integral part of this statement,

EXHIBIT 6

STATEMENT OF REVENUE, EXPENSES AND CHANGES IN FUND NET ASSETS

ENTERPRISE
FUND

$ 2,808,397
2,592,542

14,056

28,405

12,707

5,456,107

334,882
858,720
1,051,322
419,145
348,628
826,302

3,838,999

1,617,108

473,274
27,472
(217,766)

282,980

1,900,088

700,000
(516,115)
1,082,692

3,166,665

18,060,855

5 21,227,520




CITY OF CORNELIA, GEORGIA EXHIBIT 7
STATEMENT OF CASH FLOWS
PROPRIETARY FFUNDS
FOR THE YEAR ENDED DECEMBER 31, 2010

CASHFLOWS FROM OPERATING ACTIVITIES

Receipts from Customers $ 5,456,107
Payments to Suppliers (1,835,416)
Payments to Employees (1,020,308}
NET CASH PROVIDED BY OPERATING ACTIVITIES $ 2,600,383
CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES
Transfer to other funds (516,115)
NET CASH USED BY NONCAPITAL AND RELATED
FINANCING ACTIVITIES {516,115)
CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES
Grants 473,274
Sales Tax 700,000
Proceeds for Debt 1,777,354
Proceeds from Fieldale Farms, Inc. 86,819
Proceeds from Habersham County Board of Education 995,873
Principal Paid on Notes (514,973)
Intérest Paid (217,766)
Acquisition Of Capital Assets (4,339,107
NET CASH USED FOR CAPITAL AND RELATED
FINANCING ACTIVITIES (1,038,526)
CASHFLOWS FROM INVESTING ACTIVITIES
Interest Earned 27472
NET CASH PROVIDED BY INVESTING ACTIVITIES 27,472
NET INCREASE IN CASH AND CASH EQUIVALENTS 1,073,214
CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR 4,739,069
CASH AND CASH EQUIVALENTS AT END OF YEAR $ 5,812,283

Reconciliation of Operating Income (Loss) to Net Cash
Provided by Operating Activities

Operating Income (Loss) 5 1,617,108
Adjustments To Reconcile Operating
Income (Loss) To Net Cash Provided By

Operating Activities
Depreciation $ 826,302
Increase in Accounts Receivable (199,197)
Increase in Customer Deposits (1,082)
Increase in Due to General Fund 150,269
Increase in Accounts Payable 189,411
Increase in Accrued Payroll 20,671
Decrease in Payroll Taxes Payable (3,099)
TOTAL ADJUSTMENTS 983,275
NET CASH PROVIDED BY OPERATING ACTIVITIES § 2,600,383

The accompanying notes are an integral part of this statement.



CITY OF CORNELIA, GEORGIA
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 131, 2010

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Narrative Profile

The City of Comnelia was incorporated under the laws of the State of Georgia in 1887 and operates under an
elected mayor-commission for of Government. The City’s combined financial statements include the accounts
of all the City’s operations.

The financial statements of the The City of Comelia have been prepared in conformity with generally accepted
accounting principles (GAAP) as applied to government units. The Governmental Accounting Standards
Board (GASB) is the accepted standard setting body for establishing governmental accounting and financial
reporting principles. In accordance with Governmental Accounting Standards Board (GASB) Statement No.
20, the City has elected to follow GASB statements issued after November 30, 1989, rather than the Financial
Accounting Standards Board, in accounting for proprietary funds.

The more significant of the City’s accounting policies are described below.
A. Financial Reporting Entity

As required by generally accepted accounting principles, these financial statements present the government
and its component units, entities for which the government is considered to be financially accountable. The
criteria for including organizations as component units within the City’s reporting entity, as set forth in section
2100 of GASB’s Codification of Governmental Accounting and Financial Reporting Standards, include
whether;

-the organization is legally separate

-the City holds the corporate powers of the organization

-the City appoints a voting majority of the organization’s board

-the City is able to impose its will on the organization

-the organization has the potential to impose a financial benefit/burden on the City

-there is a fiscal dependency by the organization on the City

Discretely presented component units: The Downtown Development Authority is governed by a separate
board and is a separate legal, public body corporate and political created and existing under instrumentality of
the City of Cornelia for the purpose of revitalizing and developing the central business district of Cornelia,
Georgia.

The above component unit’s financial statements are reflected in the City’s financial statements under the
Discretely Presented Component Unit Caption. The Authority is currently active but is without assets,
liabilities, revemue or expenditures. No separate statements are available.

Related organizations:

The Cornelia Housing Authority administers Federal funding and/or other financing for improvement of
housing conditions in the City. The five citizens who serve as the Governing Board are appointed by the City
Commission. The City has no significant influence over the management, budget or policies of the Cornelia
Housing Authority. The Authority reports independently.

10



CITY OF CORNELIA, GEORGIA
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2010

NOTE 1 — {Continued)

Basis of Presentation
The basic financial statements of the City are composed of the following;

Government-wide financial statements
Fund financial statements
Notes to the financial statements

The basic financial statements include both government-wide (based on the City as a whole) and fund financial
statements. While the previous model emphasized fund types (the total of all funds of a particular type), in the
new reporting model the focus is on either the City as a whole or major individual funds (within the fund
financial statements). Both the government-wide and fund financial statements (within the basic financial
staternents) categorize primary activities as either governmental or business-type.

Government-wide and Fund Financial Statements

In the government-wide Statement of Net Assets, both the governmental and business-type activities columns
{a) are presented on a consolidated basis by column, and (b) are reflected, on a full accrual, economic resource
basis, which incorporates long-term assets and receivables as well as long-term debt and obligations. The City
generally first uses restricted assets for expenses incurred for which both restricted and unrestricted assets are
available. The City may defer the use of restricted assets based on a review of the specific transactions. These
statements distinguish between the governmental and business-type activities of the City. Governmental
activities, which normally are supported by taxes and intergovernmental revenues, are reported separately from
business-type activities, which rely to a significant extent on fees charged to external parties.

The government-wide Statement of Activities reflects both the gross and net cost per functional category
{recreation, public safety, street and sanitation, etc.) which are otherwise being supported by general
Governimental revenues (property, certain intergovernmental revenues, fines, permits and charges, etc.). The
Statement of Activities reduces gross expenses (including depreciation) by related program revenues,
operating and capital grants, and contribution. The program revenues must be directly associated with the
function (public safety, public works, recreation, etc.) or a business-type activity, The City does not allocate
indirect expenses. The operating grants include operating-specific and discretionary {either operating or
capital) grants while the capital grants column reflects capital-specific grants,

The governmental finds major fund statements in the fund financial statements are presented on current
financial resources and modified accrual basis of accounting. This is the manner in which these funds are
normally budgeted. Since the governmental funds are presented on a different measurement focus and basis of
accounting than the government-wide statement’s governmental column, reconciliation is presented which
briefly explains the adjustments necessary to reconcile funds based on financial statemenis with the
governmental column of the government-wide presentation.

In the fund financial statements, financial transactions and accounts of the City are organized on the basis of
funds. The operation of each fund is considered to be an independent fiscal and separate accounting entity,
with a self-balancing set of accounts recording cash and /or other financial resources together with ali reiated
liabilities and residual equities balances, and changes therein, which are segregated for the purpose of carrying
on specific activities or attaining certain objectives i accordance with special regulations, restrictions, or
limitations.

11



CITY OF CORNELIA, GEORGIA
- NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2010

NOTE 1 - (Continued)

The focus of the revised model is on the City as a whole and the fund financial statements, including the major
funds of the governmental and business-type categories. Each presentation provides valuable information that
can be analyzed and compared (between years and between governments) fo enhance the usefulness of the
information.

Management’s Discussion and Analvsis - GASB Statements No. 34 requires that financial statements be
accompanied by a narrative introduction and analytical overview of the government’s financial activities in the
form of * management’s discussion and analysis” (MD & A ). This analysis is similar to analysis the private
sector provides in their annuat reports. (Not Included)

Government-Wide Financial Statements — The reporting model includes financial statements prepared using
full accrual accounting for all of the government’s activities. This approach includes not just current assets
and liabilities (such as cash and accounts payable) but also capital assets and long-term liabilities (such as
building and other capital assets, and general obligation debt). Accrual accounting also reports all of the
revenues and cost of providing services each year, not just those received or paid i the current year or soon
thereafter.

Schednle of Net Assets — The Schedule of Net Assets is designed to display the financial position of the
primary government (government and business-type activities). Governments will report all capital assets in
the government-wide Schedule of Net Assets and will report depreciation expense the cost of “using up”
capital assets in the Schedule of Activities. The net assets of a government will be broken down into three
categories -1) invested in capital assets, net of related debt:; 2) restricted and 3) unrestricted.

Schedule of Program Activities - The new government-wide statement of activities reports expenses and
revenues in a format that focuses on the cost of each of the government’s functions. The expense of individual
functions is compared to the revenues generated directly by the function (for instance, through user charges or
intergovernmental grants).

Budgetary Comparison Schedules - Demonstrating compliance with the adopted budget is an important
component of a government’s accountability to the public. Many citizens participate in one way or another in
the process of establishing the annual operating budgets of state and local governments, and have a keen
interest in following the actual financial progress of their governments over the course of the year. Many
governments revise their original budget over the course of the year for a variety of reasons. Under the new
reporting model, governments will continue to provide budgetary comparison information in their annual
reports. An important change, however, is a requirement to add the government’s original budget to the current
comparison of final budget and actual results.

L. Governmental Funds
Governmental Funds are those through which most governmental functions typically are financed.
Generat Fund
The General Fund is the primary operating fund of the City, This fund is used to account for all
financial transactions and resources except those required to be accounted for in another fund.
Revenues are derived primarily from property and other local taxes, state and federal distributions,

licenses, permits, charges for service, and interest income. The General Fund is considered a major
fund for reporting purposes.
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CITY OF CORNELI1A, GEORGIA
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31,2010

NOTE 1 - (Continued)
Special Revenue Funds

The Special Revenue Funds account for revenues derived from specific sources (other than capital
projects) that are restricted by legal and regulatory provisions to finance specific activities. The
Special revenue funds are not considered a major fund for reporting purposes.

2. Proprietary Fund: The Government reports the following proprietary fund:

Proprietary funds distinguish operating revenues and expenses from non-operating items. Operating
revenues and expenses result from providing services and producing and delivering goods in
connection with a proprietary fund’s principal ongoing operations. The principal operating revenues
of the Water and Sewer enterprise fund are charges to customers for sales and service. The Water
enterprise fund also recognizes as operating revenue the portion of tap fees intended to recover the
cost of connecting new customers to the system. Operating expenses of the enterprise fund include
the cost of sales and services, administrative expenses, and depreciation of capital assets. All
revenues and expenses not meeting this definition are reported as non-operating revenues and
expenses. The proprietary fund applies Financial Accounting Standards (FASB) pronouncements
and Accounting Principles Board (APB) opinions issued on or before November 30. 1989, unless
those prenouncements conflict with or contradict GASB pronouncements, in which case, GASB

prevails.

Amounts reported as program revenues include 1) charges to customers or applicants for goods,
services, or privileges provided, 2) operating grants and contributions, and 3) capital grants and
confributions, including special assessments. Internally dedicated resources are reported as general
reveres rather than as program revenues. Likewise, general revenues include all taxes.

Enterprise Funds These funds are established to account for operations that are financed and
operated in a manner similar to private business enterprises, where the intent is that costs of
providing goods and services to the general public on a continuing basis be financed primarily
through user charges.

The Water and Sewer enterprise funds report the activities of the City’s water and sewer systems.

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

C. — Measurement Focus, Basis of Accounting

Government-wide and Proprietary Financial Statements. The government-wide and proprietary financial
statements are reported using the ecomomic resources measurement focus. The government-wide and
proprietary fund financial statements are reported using the accrual basis of aceounting, Revenues are recorded
when earmed and expenses are recorded at the time liabilities are incurred, regardless of when the related cash
flows take place. Non-exchange transactions, in which the City gives (or receives) value without directly
receiving (or giving) value in exchange, include property taxes, grants, entitlements and donations. Omn an
accrual basis, revenue from property taxes is recognized in the fiscal year for which the taxes are levied.
Revenue from grants, entitlements and donations is recognized in the fiscal year in which the eligibility
requirements have been satisfied.
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CITY OF CORNELIA, GEORGIA
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2010

NOTE 1 - (Continued)

Governmental Fund Financial Statements. Govermnmental funds are reported using the current financial
resources measurement focus and the modified accrual basis of accounting. Under this method, revenues are
recognized when measurable and available. The City considers all revenues reported in the governmental
funds to be available if the revenues are collected within 90 days after year-end except for property taxes for
which 60 days after year end applies. Property taxes, sales taxes, franchise taxes, licenses, and imterest are
considered to be susceptible to accrual. Expenditures are recorded when the related fund liability is incurred,
except for principal and interest on long-term debt, claims and adjustments, and compensated absences, which
are recognized as expenditures to the extent they have matured. General capital asset acquisitions are reported
as expenditures in governmental funds. Proceeds of general long-term debt and acquisitions under capital
leases are reported as other financing sources.

D. - Budgets and Budgetary Accounting

The City Commission annually adopts budgets for the General Fund of the Primary Government. All
appropriations are legally controlled at the departmental level for the General Fund. On December 7, 2007 the
City Commission adopted the original budget. There were no budget amendments made during the year. The
budgets are integrated into the accounting system, and the budgetary, as presented in financial statements for
all funds with annual budgets, compare the expenditures with the amended budgets. All budgets are presented
on the modified accrual basis of accounting. Accordingly, the Budgetary Comparison Schedule for the
General Fund presents actual expenditures in accordance with the accounting principles generally accepted in
the United States on a basis consistent with the legally adopted budgets as amended. Unexpended
appropriations on annual budgets lapse at the end of each fiscal year.

Encumbrances represent commitments related to unperformed contracts for goods or services. Encumbrance
accounting - under which purchase orders, contracts and other commitments for the expenditures are recorded
to reserve that portion of the applicable appropriation - is not utilized by the City of Cornela.

E. Cash, Cash Equivalents and Investments

Cash and cash equivalents include amounts in demand deposits, certificates of deposit and money market
accounts. State statutes authorize the City to invest only in obligations of the United States and of its agencies
and instrumentality’s, or bonds or certificates of indebtedness of the State of Georgia and of its agencies and
instrumentality’s, or certificates of deposit of banks which have deposits insured by the FDIC with any
uninsured amounts collateralized by direct obligations of the United States or State of Georgia.

For purposes of the statement of cash flows, the proprietary funds consider all highly liquid investments
(including restricted assets) with a maturity of three months or less when purchased to be cash equivalents.

F. Receivables

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

All receivables are reported at their gross value and, where appropriate, are reduced by the estimated portion
that is expected to be uncollectible.
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CITY OF CORNELIA, GEORGIA
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2010

NOTE 1 - (Continued)

G. Inventories and Prepaid Items

The cost of supplies is recorded as expenditure at the time the individual items are purchased. The amount of
inventory on hand is insignificant and therefore not recorded. Certain amounts for insurance reflecting costs
applicable to future accounting periods are recorded as prepaid items.

H. Restricted Assets

The *“Capital Projects Fund” account is set up to accumulate funds for the future capital outlay projects of the
City. The City generally first uses restricted assets for expenses incurred for which both restricted and
unrestricted assets are available. The City may defer the use of restricted assets based on a review of the

specific ransaction.
I. Capital Assets

Capital outlays are recorded as expenditures of the General Fund and as assets in the government-wide
financial statements to the extent that the City’s capitalization threshold is met. The City capitalizes asset
purchases valued at $5,000 or more, Depreciation is recorded on general fixed assets on a government-wide
basis, Capital outlays of the Proprietary Fund are recorded as fixed assets and depreciated over their estimated
useful lives on a straight-line basis on both the funds basis and the government-wide basis. All fixed assets are
valued at historical cost or estimated historical cost if actual cost was not available. Donated fixed assets are
valued at their estimated fair market value on the date donated.

Maintenance, repairs, and minor equipment are charged to operations when incurred. Expenditures that
materially change capacities or extend useful lives are capitalized. Upon sale or retirement of land, buildings,
and equipment, the cost and related accumulated depreciation, if applicable, are eliminated from the respective
accounts and any resulting gain or loss is included in the results of operations.

Major outlays of capital assets and improvements are capitalized as projects are constructed. Interest incurred
during the consiruction phase of capital assets of business-type activities is included as part of the assets
constructed. No interest was capitalized during 2008.

Infrastructure (roads, bridges and traffic lights) acquired prior to January 1, 2000 have not been reported.

J. Compensated Absences

The City’s policy does not allow the accumulation of vacation pay beyond a six-month period subsequent to
year-end. Vacation taken subsequent to year-end requires approval of the department head and the City
Manager and is lost if not taken by the end of the six-month period. The amount of 2009 vacation time taken
in 2010 could not be reasonably estimated but it deemed to be immaterial. Sick pay benefits are nonvesting
accumulating rights and are not accrued as allowed by FASB-43 (Accounting for Compensated Absences).

K. Long-Term Obligations

The City reports long-term debt of governmental activities at face value in the Governmment-wide Statement of
Net Assets. Long-term debt is not reported for governmental activities m the fund financial statements. Long-
term debt and other obligations financed by the proprietary fund are reported as liabilities in both the
Government-wide and fund financial statements.
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CITY OF CORNELIA, GEORGIA
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2010

NOTE 1 — (Continued)

L. Contributions of Capital

Contributed capital is recorded in the proprietary fund when capital grants or confributions are received from
developers, customers or other funds,

M. Fund Equity/Net Assets
In the Government-wide Financial Statements, net assets are classified in the following categories:

Invested in Capital Assets, Net of Related Debt — This category groups all capital assets into one component of
net assets. Accumnulated depreciation and the outstanding balance of debt that are attributable to the
acquisition, construction, or improvement of these assets reduce this category. ¢

Restricted Net Assets — This category presents internal restrictions imposed by the City Council.

Unrestricted Net Assets — This category represents the net assets of the City, which are not restricted for any
project of other purpose.

N, Interfund Activity

During the course of operations, numerous transactions occur between individual funds for goods provided or
services rendered. These receivables and payables are classified as "due from other funds" or "due to other
funds" on the balance sheet.

Interfund fransactions are either, loans, services provided, reimbursements or transfers. Loans are reported as
receivables and payables as appropriated and are subject to elimination upon consolidation. Services, deemed
to be reasonably equivalent in value, are treated as revenues and expenditures/expenses. Reimbursements are
when one fund incurs a cost, charges the appropriate benefiting fund and reduces its related cost as a
reimbursement. All other Interfund transactions are presented as transfers. Transfers within govermmental
activities and within business-type activities are eliminated upon consolidation.

O. Infernal Activity

Services provided, deemed to be at market or near market rates, are treated as revenues and expenditures/
expenses. Reimbursements are when one fund incurs a cost, charges the appropriate benefiting fund and
reduces its related cost as a reimbursement. All other interfund transactions are treated as transfers. Transfers
between governmental or proprietary funds are netted as part of the reconciliation to the government-wide
presentation.

P. Estimates
The preparation of basic financial statements in conformity with generally accepted accounting principles

requires management to make estimates and assumptions that affect certain reported amounts and disclosures.
Accordingly, actual results could differ from those estimates.
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CITY OF CORNELIA, GEORGIA
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2010

NOTE 2 - STEWARDSHIP, COMPLIANCE AND ACCOUNTABRILITY

On or before the end of December of each year, all departments of the City submit requests for appropriation
to the City’s Management so that a budget may be prepared. The budget is prepared by fund, function and
activity and includes information on the past year, current year estimates and requested appropriations for the
next fiscal year.

Before December 31* the Proposed Budget is presented to the City’s Council for review. The City Council
holds public hearings and may add to, subtract from or change appropriations, but may not change the form of
the budget. Any changes in the budget must be within the revenues and reserves estimated as available by the
City’s Management. The revenue estimates must be changed by an affirmative vote of a majority of the City
Council. The budget was not amended during the year.

NOTE 3 — DEPOSITS

At December 31, 2010 the carrying amount of the City's deposits was § 7,987,491 and the bank balance was
$8,081,007. All bark balances of deposits as of December 31, 2010 are entirely insured or collateralized with
securities held by the City’s agent in the City's name.

NOTE 4 - RECEIVABLES

Receivables at December 31, 2010 consisted of the following:

General Enterprise
Fund Fund Total
Receivables:
Taxes $ 1,170,170 § $ 1,170,170
Service Fees 108,414 108,414
Water and Sewer Receivables 462.545 462.545
Total Receivables $ 1278584 $ 462,545 $ 1,741,129

The delinquent taxes receivable account represents uncollected tax levies. No allowance for uncoilectible
taxes has been provided as delinquent taxes are considered fully collectible,

Property taxes are assessed as of January 1, 2010 on property values. Taxes were levied on December 21,
2010 for the 2010 tax year, and were due on March 1, 2011. All unpaid taxes levied on December 21, 2010
become delinquent as of March 2, 2011. Interest and penaities accrue after March 2, 2011.

Property tax revenues are recognized when they become available. Available includes those property tax
receivables expected to be collected within 60 days after year end.

Due to the high collection raie in the Enterprise Fund, no allowance has been made for bad debts.
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CITY OF CORNELIA, GEORGIA
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2010

NOTE 5 - INTERFUND BALANCES

DUE TO - FROM OTHER FUNDS

Receivable Fund Payable Fund Amount
General Water and Sewer 209,823
Total 7 $ 209 .82
INTERFUND TRANSFERS
Nonmajor
Major Funds Funds
General SPLOSTV  Proprietary Governmental Combined

Transfer Out To:

Major Funds
General 3 - $  (35000) $ (516,115) $ (79,935) $ (631,050)
SPLOST V - - - - -
Proprietary Fund - (700,000) - - (700,000}

Nonmajor Funds
Governmental (10,000} - - - (10,000}

Transfer In From:

Major Funds
General - - - 10,000 10,000
SPLOSTV 35,000 - 700,000 - 735,000
Proprietary Fund 516,115 - - - 516,115
Nonmajor Funds _
Governmental 79,935 - - - 79.935
Total $621,050 $_{735000) $_183,883 § (69,935 $ -

Interfund transfers are used to 1) move revenues from the fund that statute or budget requires them to the fund that statut:
or budget requires to expend them, and 2) use restricted revenues collected to finance various programs accounted for i
other funds in accordance with budgetary authorizations. Transfers are eliminated in the government-wide financia
statements if the interfund transfer is within the governmental fund group or business-type group.
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CITY OF CORNELIA, GEORGIA
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2010

NOTE 6 - CHANGES IN FIXED ASSETS
Capital asset activity for the year ended December 31, 2010 was as follows:

Governmental-Type Activities:

Balance Balance
01/01/10 Additions Deletions 12/31/10
Capital Assets Not being
Depreciated
[.and $_ 148935 § 10020 % k) 158,955
Depreciable Assets
Building $ 2,403,881 % $ $ 2,403,881
¢ Fumiture & Equipment 438,065 20,417 458,482
Fire Equipment 962,257 962,257
Police Equipment 923,183 923,183
Sanitation and Streets 713,118 713,118
Streetscape Project 1,552,461 237,087 1,789,548
Total Depreciable Assets 6,992,967 257,504 7,250,471
Less: Accumulated
Depreciation
Building : 1,171,450 60,413 1,231,863
Furmniture & Equipment 157,856 10,657 168,513
Fire Equipment 500,648 72,998 573,646
Police Equipment 643,212 80,521 723,733
Samnitation and Streets 572,076 39418 611,494
Streetscape Project 66,495 11,312 717.807
Total Accumulated Depreciation 3,111,737 275319 3.387.056
Net Depreciable Assets 3.881,230 (17.815) 3.863.415
Governmental activities assets, net $_ 4,030,365  § (7,795y % $ 4022370
Depreciation was charged to governmental functions as follows:
General Government Administration b 79,237
Police 80,520
Fire 60,881
Streets and Sanitation 54,681
Total $ _275319
Business-Type Activities:
Capital Assets Not being
Depreciated
Land § 344616 § b $ 344.616
Depreciable Assets
Building $ 90,012 § 3 3 90,012
Equipment 1,833,164 117,544 1,950,708
Water Plant 6,650,028 275,514 6,925,542
Sewer Plant 10,047,504 1,390,500 11,438,004
Water and Sewer System 9,970,769 2,555,550 12,526,319
Total Depreciable Assets 28,591,477 4.339.107 32.930.584
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CITY OF CORNELIA, GEORGIA
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2010

NOTE 6 — (Continued)

Less: Accumulated

Depreciation
Building 73,805 8,106 81,911
Equipment 942,011 82,787 1,024,798
Water Plant 2,201,613 107,420 2,309,033
Sewer Plant 3,486,932 322,258 3,809,190
Water & Sewer System 3.239,649 305,731 3,545,380
Total Accumulated Depreciation 9,944,010 826.302 10.770,312
Net Depreciable Assets 18.647.467 3.512.805 22.160.272
Business -Type activities assets, net $_18,992,083 §_3,512.805 § $_22504.888

In the governmental and business-type activities, the following estimated useful lives are used to compute
depreciation using the straight-line method:

General Government Buildings 40  Years
Streetscape 40 Years
Streets and Sanitation 5-20 Years
Water and Sewer System 50 Years
Utility Plant 50  Years
Machinery and Equipment 5-20 Years

NOTE 7 - SHORT-TERM DEBT

On September 7, 2010 the City entered into an agreement with the Georgia Environmental Facilities Authority,
loan number 2010-110WQ, to borrow 33,498,138 for the Wastewater Treatment Plant Project. As of
December 31, 2010, the City has drawn down $1,527,769. This note has not gone into permanent financing
yet, but the City did start making interest payments after the year end. The City also entered into a contract
with Fieldale Farms for the repayment of the loan. The agreement is for the repayment of GEFA loan number
2010-L10WQ not to exceed $3,500,000.

NOTE 8 - LONG-TERM DEBT

The following is a summary of Long-Term Debt transactions of the City for the year ended December 31,
2010

Water Fund
Payable December 31, 2009 $ 5,608,824
New Debt 249,585
Debt Retired ( 514973)
Payable December 31, 2010 § 5343436
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CITY OF CORNELIA, GEORGIA
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2010

Business Type Activities

GEFA GEFA GEFA GEFA GEFA GEFA
Water Treatment Sewer Treatment Skyland Radio Meter Sewer Lift
Faceilities Facilities Sewer Readers Interceptor Station Total

2011 $ 13,76790 § 18226235 $ 476042 3 39,167.81 §$121,76121 $§ 6648760 § 42820729
2012 189,306.40 4958.70  40,448.60  126,830.70 69,257.08 43(0,801.48
2013 196,622.69 5,169.70 132,111.26 72,203.78 406,107.43
2014 204,221.72 3,385.54 137,61L.68 75,218.71 422,437.65
2015 212,114.45 5,611.67 143,341.09 78,376.89 439,444.10
2016-2020 933,665.09 31,795.18 722,570.38 444.075.64  2,132,106.29
2021-2025 39,056.67 545.495.13 584,551.80
2026-2029 33.390.68 466.389.56 499,780.24
Total 13,767.90 1,918,192.70 130,128.56 79.616.41 1,384,22632  1,817,504.39  5343,436.28
Less:

Payabie within

one year 13,761.90 182.262.35 4,760.42 35.167.81 121.761.21 66,487.60 428.207.29

Total Due after
one year $ =

§_1.735930.35%

125368.14 $ 4044860 $1.26246511 $1,751.01679 SMQ

The amount of interest expense for the year in the Water and Sewer Fund was § 217,766,

The proprietary fund has incurred debt for the construction and improvement of water and sewer facilities.
This debt is reported in the Proprietary Fund since it is expected to be repaid from Proprietary Fund Revenues.
This debt is however backed by the full faith and credit of the government and is considered general obligation

debt.

Notes Payable — Georgia Environmental Facilities Authority =~ Note dated November 12, 1987 and payable

quarterly beginning March 1, 1991 and final payment on March 11, 2011. The note is payable pursuant to a
State Grant contract for Water Treatment Facilities constructed in the City and the original amount was
$685,550. The note bears an interest rate of 5.3% per annum.

Amortization of this loan is as follows:;

Year
2011

Principal Interest
$_13.767.50 h) 182.42
3__13,769,90 § 182.42
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CITY OF CORNELIA, GEORGIA
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2010

NOTE 8 — (Continued)

Notes Pavable — Georgia Environmental Facilities Authority For renovation of the Sewer Treatment
Facilities in the City. Total original amount of the loan was $3,406,505. Principal and interest shall be due
and payable in seventy-nine equal quarterly payments in the amount of $63,190.50 each, on the first day of
each third month thereafter. The first payment was July 1, 2000. The note bears interest at 3.97% per annum,

Amortization of this loan is as follows:

Year Principal Interest Total
2011 $ 18226235 §  70,499.65 3 252,762.00
2012 189,306.40 63,455.60 252,762.00
2013 196,622.69 56,139.31 252,762.00
2014 204,221.72 48,540.28 , 252,762.00
2015 212,11445 40,647.55 252,762.00
2015-2020 933.655.09 77,382.69 1,011.047.78
$ 191819270 $ 356,665.08 $ 2274857.78

Notes Payable — Georgia Environmental Facilities Authority This note is to finance the construction of a

Sewer Line Extension on Skyland Drive. Total original amount of the loan was $132,041. Principal and
interest shall be due and payable in two hundred twenty eight equal monthly payments in the amount of
$836.02 each, on the first day of each month thereafter. The first payment was July 1, 2010. The note bears
interest at 4.12% per annum.,

Amortization of this loan is as follows;

Year Principal Interest Total
2011 3 4,760.42 $ 527182 $ 10,032.24
2012 4,958.70 5,073.54 10,032.24
2013 5,169.70 4,862.54 10,032.24
2014 5,385.54 4,646.70 10,032.24
2015 5,611.67 4.420.57 10,032.24
2016-2020 31,795.18 18,366.02 50,161.20
2021-2025 39,056.67 11,104.53 50,161.20
2026-2029 33,390.68 2,583.87 35,974.55
$ 130,128.56 5__56,329.59 $ 186458.15

GMA Badger Automatic Meter Reading System On June, 26, 2009, the City entered into a capital lease with
Georgia Municipal Association Inc. for the acquisition of Badger Orion Automatic Meter Reading System.
This lease qualifies as a capital lease for accounting purposes (title transfers at end of lease term) and,
therefore, has been recorded at the present value of the future minimum lease payments as of the date of
inception. The original amount of the lease was $158,796. The lease is payable in four annnal payments of
$41,771.27 beginning August 1, 2009, This lease has an interest rate of 3.27% per annum. The assets are
recorded in the Water Fund.
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NOTE 8 — (Continued)

The following is a schedule of the future minimum lease payments under the capital lease, and the present
value of the net minimum [ease payments at December 31, 2010:

Amortization of this loan is as follows:

Year Principal Interest Total

2011 $ 39,167.81 §  2,60346 $ 41,771.27

2012 40,448.60 1.322.67 41.771.27
b 79.616.41 $ 3,926.13 $ 83,542.54

Notes Payable — Georgia Environmental Facilities Authority To finance the construction of a Sewer
Interceptor Line. Total amount of loan approved is $2,291,632.16. Principal and interest shall be due and
payable in one payment in the amount of $36,746.85, seventy-two quarterly payments of $44,164.58 and one
tinal mstallment in the amount of $44,164.63 commencing on the first day of the third month after the month
of the date of commencing payments and continuing on the first day of each third month thereafter. The first
payment was March 1, 2002. The note bears interest at 4.10% per annum.

Amortization of this loan is as follows:

Year Principal Interest Total
2011 $ 121,761.21 $ 54,897.11 b 176,658.32
2012 126,830.70 49.827.62 176,658.32
2013 132,111.26 44,547.16 176,658.42
2014 137,611.68 39,046.64 176,658.42
2015 143,341.09 33,317.23 176,658.42
2015-2020 722.570.38 72.392.11 794,962 .49
$_ 138422632 $ 294,027.87 $ 1,678254.19

Notes Payable -— Georgia Environmental Facilities Authority  To finance the construction of a Sewage Lift
Station. Total amount of loan approved is $1,906,936.60. Principal and imterest shall be due and payable in
two hundred and thirty nine monthly payments of $11,676.80 and one final installment in the amount of
$388.33 commencing on the first day of the third month after the month of the date of commencing payments
and continuing on the first day of each third month thereafter. The first payment was Angust 1, 2009. The
note bears interest at 4.12% per aunum.

Amortization of this loan is as follows:

Year Principal Interest Total
2011 h) 66,487.60 3 73,631.60 3 140,119.20
2012 69,257.08 70,862.12 140,119.20
2013 72,203.78 67,915.42 140,119.20
2014 75,218.71 64,900.49 140,119.20
2015 78,376.89 61,742.31 140,119.20
2015-2020 444,075 .64 256,520.36 700,596.00
2021-2025 545,495.13 155,100.87 700,596.00
2026-2029 466.389.56 41,321.64 507,711.20
§ 1.817.504.39 $ 791.994.8] $ 2.609.499.20
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CITY OF CORNELIA, GEORGIA
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31,2010

NOTE 8 — (Continued)
General Fund
The General Fund has incurred debt for various vehicles and equipment. This debt is reported in the General

Fund since it is expected to be repaid from General Fund revenues. This debt is backed by the full faith and
credit of the government and is considered general obligation debt,

Governmental
Activities
Payable December 31, 2009 3 88,345
New Debt 131,950
Debt Retired {51.369)
Payable December 31, 2010 3 168,926

Governmental Type Activities

USDA GMA USDA
i i Police Cars Poljce Cars Total

2011 P 754181 P 36,97555 % 16,802.00 § 61,319.36
2012 7.852.91 17,474.08 25,326.99
2013 8,176.84 18,173.04 26,349.88
2014 8.514.14 18,899.96 27,414.10
2015 8.864.30 19.650.92 28,515.22
Total 40,950.00 36,975.55 91,000.00 § 168,925.55
Less:

Payable within

one year 7.541.81 36.975.55 16.802.00 61.319.36
Total Due after

one year § 33,408.19 B $ _74,19800 § 107.606.19

The amount of interest expense for the year in the General Fund was $ 2,979.

Notes Payable - USDA  On April 28, 2010 the city entered into a loan to finance the purchase of a “Jaws of
Life” apparatus and a Cascade Recharge Systern with 2 compressors and 2 fill stations for the fire department.
Total amount of loan was $40,950.00. Principal and interest shall be due and payable in five annual payments
in the amount of $9,231.00, commencing on April 28, 2011 and continuing on the 28th day of April unti! paid.
The note bears interest at 4.125% per annum.

Amortization of this loan is as follows:

Year Principal Inferest Total
2011 $ 7,541.81 5 1,689.19 3 9,231.00
2012 7,852.91 1,378.09 9,231.00
2013 8,176.84 1,054.16 9,231.00
2014 8,514.14 716.86 9,231.00
2015 8,864.30 365.65 9.229.95
5 40,950.00 & 520395 3 46,153.95
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CITY OF CORNELIA, GEORGIA
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2010

NOTE 8 — (Continued)

GMA POLICE CARS  On April, 15, 2008, the City entered into a capital lease with Georgia Municipal
Association Inc, for the acquisition of (5) 2008 Ford Crown Victoria Police Cars and (1) 2008 Chevrolet
Impala. This lease qualifies as a capital lease for accounting purposes (title transfers at end of lease term) and,
therefore, has been recorded at the present value of the future minimum lease payments as of the date of
inception. The original amount of the lease was $145,168. The lease is payable in four annual payments of
$36,975.55 beginning May 15, 2008, This lease has an interest rate of 3.40% per annum. The assets are
recorded in the General Fund,

The following is a schedule of the future minimum lease payments under the capital lease, and the present
value of the net minimum lease payments at December 31, 2010:

Year Principal [nterest Total
2011 $_36.975.55 $ 125718 $ 38,232.73
3 36,975.55 $_ 125718 $ 38,232.73

Notes Payable — USDA  On March 31, 2010 the city entered into a loan to finance the purchase of a Five new
Police Cars for the Police Department. Total amount of loan was $91,000.00. Principal and interest shall be
due and payable in five annual payments in the amount of $20,442.00, commencing on April 28, 2011 and
continuing on the 28th day of April until paid. The note bears interest at 4.00% per annum.

Amortization of this loan is as follows:

Year Principal Interest Total
2011 $ 16,802.00 §  3,640.00 5 20,442.00
2012 17,474.08 2,967.92 20,442.00
2013 18,173.04 2,268.96 20,442.00
2014 18,899,946 1,542.04 20,442.00
2015 19,650.92 786.04 20,436.96
b 91,000.00 $ 1120496 5 102,204.96

NOTE 9 - EMPLOYEE RETIREMENT PLAN
PLAN DESCRIPTION

The City, by ordinance, on August 1, 1972, established a retirement plan for its employees to be funded
through the Georgia Municipal Employees Benefit System (GMEBS), an agent, multiple-employer type
defined bencfit pension plan. The Georgia Municipal Employees Benefit System issues a stand-alone financial
report that included a schedule of member net assets, listing the net assets heid by the City of Cornelia. That
report may be obtained by writing to the Georgia Municipal Association, 201 Pryor Street, SW, Atlanta,
Georgia 30303. The City is required to contribute at an actuarially determined rate. The actuarial valuation
date was July L, 2010.

Employees are not required to confribute to the plan. The contribution requirement of the City is established
and may be amended by the Board of Trustees of the Georgia Municipal Employees Benefit System.
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CITY OF CORNELIA, GEORGIA
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2010

NOTE 9 — (Confinued)

The City’s plan, City of Cornelia Retirement Plan, provides retirement and death and disability benefits for all
employees that have been employed full time for one year.

Members may retire on reaching age 65 and five years of service have been completed, Benefits are calculated
at 1.0 % to 1.75% of the average earnings for the period of the five highest years prior to retirement. Members
are vested after ten years of service have been completed.

The Plan’s financial statements are prepared on an accrual basis, modified to include unrealized gains or losses
on marketable securities owned by the Plan and increments in the cash value of death benefits.

Employer contributions are recognized when due and the employer has made a formal commitment to provide
the contributions. Benefits and refunds are recognized when due and payable.

The amounts shown below as the ** acfuarial accrued lability” is a standardized disclosure measure of the
present value of pension benefits, adjusted for the effects of projected salary increases and step-rate benefits,
estimated to be payable in the future as a result of employee service to date. The measure is intended to help
users assess the funding status of the plan on a going concern basis, and assess progress made in accumulating
sufficient assets to pay benefits when due. The measure is the actuarial value of credited projected benefits
and is independent of the funding method used to determine contributions to the plan.

The Actuarial Value of Assets is determined by roiling forward the prior year’s actuarial value with
coniributions, disbursements, and expected return on investments, adding 10% of Investment gains (losses)
during the 10 prior years.

Significant actuarial assumptions used to compute contribution requirements include: (A) A rate of return on
the investment of present and future assets of 7.75% per year compounded annually, with an inflation
component of 3.50% (B) Projected Salary Increases of 3.5% and (C) the assumption that benefits will not
increase after retirement.

The actuarial cost method used for this report is known as the Aggregate Method. This method determines the
total cost of the projected pension benefits of all employees combined. This total cost is then spread over the
average future remaining years to retirement for the employees. If benefits are related to compensation, the
cost is spread as a level percentage of compensation. The portion of cost which is atiributed to each year is
called the Normal Cost. This method does not identify or separately amortize unfunded actuarially liabilities.

RECOMMENDED CONTRIBUTIONS

The Board of Trustees of the Georgia Municipal Employees Benefit System has adopted an actuarial funding
policy for determination of annual contributions and the systematic funding of liabilities arising under the plan.

The annual recommended contribution is the sum of 1) the normal cost, 2) the level dollar amortization of the
unfunded acmarial accrued liability (initial unfunded actuarial accrued liability over 30 years from 1981 and
changes in the unfunded actuarial liability over 15 years for actuarial gains and losses, 20 years for plan
provisions and 30 years for actuarial assumptions and cost methods from the end of the year during which such
changes arise), and 3) interest on these amounts from the valuation date to the date contributions are paid
(assumed monthly). The Georgia Municipal Employees Benefit Systems’ unfunded actuarial accrued [iability
is being amortized as a level percentage of projected payrolls on a closed basis. The recommended
contribution under the policy for 2010 is as follows:



CITY OF CORNELIA, GEORGIA
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2010

NOTE 9 - (Continued)
STATE FUNDING STANDARDS

The Plan is subject to minimum funding standards of the Public Retirement Systems Standard Law (Georgia
Code Section 47-20-10). The required minimum annual contribution under these standards is $172,678. The
GMERBS Board of Trustees has adopted an actuarial funding policy which requires a different funding level
than the estiinated minimum annual contribution to minimize fluctuations in annual contribution amounts and
to accumuiate sufficient funds to secure benefits under the plan, If the employer contributes the recommended
contribution developed under the actuarial funding policy each year, the Plan will meet applicable funding
standards.

Contributions Required and Made

As a participant in the GMEBS, the City receives a separate annual valuation as of September I each vear.
The City is required to pay the annual contribution of GMEBS on a monthly basis. The City’s contribution to
the plan was all made in accordance with actuarially determined requirements. Employees are not required to
contribute to the Plan, Total pension costs paid was $225,308 for the fiscal year ended December 31, 2010,
which includes amortization of past service cost over 31 years. The City’s total payroll for the year ending
December 31, 2010 was $3,077,346. Total covered payroll was $2,327,334,

Ten Year Trend Information for
The City of Cornelia Retirement Plan

Fiscal Annual Percentage Net
Year Pension of APC Pension
Beginning Cost (APC) Contributed Obligation
12-31-01 § 537236 100.%
12-31-02 59,721 100.% 0
12-31-03 64,268 100.% 0
12-31-04 72,381 100.% 0
12-31-035 94,226 100.% 0
12-31-06 75,156 100.% 0
12-31-07 93,568 100.% 0
12-31-08 107,863 100.% 0
12-31-09 261,993 100.% 0
12-31-10 225,308 100.% 0

Reqnired Supplementary Information for
The City of Cornelia Retirement Plan
Analysis of Funding Progress

Actuarial Actuarial Accrued

Value of Liability (AAL) Unfunded UAALasa
Fiscal Assets Projected Unit  Funded AAL Covered Percentage of
Year Credit Ratio (UALL) Payroll Covered Payroll
Ending (a) (B {a/b) (b-a} (c) {{b-aYe)*

9-1-2001 2,350,760 1,926,437 122.0% {(424,323) 1,617,545 0.0%
9-1-2002 2,335,814 1,997,848 117.0% (337,966) 1,572,092 0.0%
9-1-2003 2,414,328 2,044,510 118.0% (369,818) 1,446,042 0.0%
9-1-2004 2,516,241 2,176,872 116.0% (339,369 1,541,413 0.0%
9-1-2005 2,623,033 2,309,974 114.0% (313,059 1,622,806 0.0%
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CITY OF CORNELIA, GEORGIA
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2010

NOTE 9 — (Continued)

9-1-2006 2,745,425 2,370,931 115.8% (374,494) 1,419,315 0.0%

9-1-2007 2,883,068 2,600,960 110.85% (282,108) 1,808,973 0.0%

9-1-2008 2,962,713 2,811,853 105.39% (150,860) 2,210,869 0.0%
5-01-2009 1,965,104 3,014,387 65.19% 1,049,283 2,431,103 43.16%
07-01-2010 2,577,749 3,184,599 80.94% 606,850 2,237,334  27.12%

* Not less thaw zero.

Effect of plan changes on the actuarial accrued liability of any current-year changes in assumption or
benefit provisions is:
The plan provision valued and the actuarial assumptions are the same as those used in the preceding valuation.

The effect on the recommended contributions of any current-year changes in actuarial assumptions,
benefit provisions or actuarial funding method is:

The plan provisions valued and the actuarial assumptions and cost methods are the same as those used to
determine the contribution requirement for the preceding year,

NOTE 10 — CONTINGENT LIABILITIES

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

The City is a defendant in various lawsuits. The financial statements do not include accrual of provisions for
loss contingencies that may result from these proceedings. Although the outcome of these lawsuits is not
presently determinable, it is the opinion of the City’s counsel that an adverse resolution on all of these matters
would not have a material effect on the financial condition of the government.

-NOTE 11 - ECONOMIC DEPENDENCY/MAJOR CUSTOMERS

The City’s Enterprise Fund for Water and Sewer Services has sales to a single customer which comprises more
than ten percent of the total revenue for the enterprise fund. Sales to this customer for 2010 were $ 3,347,950,

NOTE 12 - RISK MANAGEMENT

The City is exposed to various risks of loss related to torts, theft of, damage to , and destruction of assets;
errors and omissions; injuries to employees; and natural disasters. The City has insurance coverage with the
Georgia Municipal Association, Insurance coverage and deductible options for property, casualty and crime
under the policy are selected by City’s management based on anticipated needs. The City is required to pay all
premiums, applicable deductibles and assessments billed by the Association, as well as following loss
reduction and prevention procedures established by the Association. The Association’s responsibility includes
paying claims, and representing the City in defense and settfement of claims. The Association’s basis for
estimating the liabilities for unpaid claims is established by the actuary. The City has not compiled a record of
the claims paid up to the appticable deductible for the prior year or the curent fiscal year. The City is unaware
of any claims for which the City is liable (up to the applicable deductible) which were outstanding and unpaid
at December 31, 2010. No provisions have been made in the financial statements for the year ended December
31, 2010 for any estimate of unpaid claims,
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DECEMBER 31, 2010

NOTE 12 — (Continued)

The city has elected to be a member of the Georgia Municipal Association of Worker’s Compensation Self-
Insurance Fund {GMA WCSIF), a risk management agency created under Georgia Law. As a participant in the~
GMAWCSIF, the City has no legal obligation to pay its own workers’ compensation claims. The City is
required to make an annual contribution to the fund in an amount that is determined on the basis of actuarial
projections of losses. With payment of the City’s annual contribution, the City has effectively transferred the
risk and responsibility for payment of its workers’ compensation claims. However, the enabling statute
creating GMAWCSIF permits the fund to levy an assessment epon its members to make up any deficiency the
fund may have in surplus or reserves. No amount has been recorded in the general purpose financial
statements for this contingency, as management believes the likelihood for assessment is remote.

NOTE 13— GEORGIA MOUNTAIN REGIONAL DEVELOPMENT CENTER

The City of Cornelia , in conjunction with cities and counties in the Northeast Georgia area, is a nember of the
Georgia Mountains Regional Development Center (RDC). Membership in an RDC is automatic for each
municipality and county in the state. The official Code of Georgia Section 50-8-34 (Georgia Planning Act of
1989) provides for the organizational structure of the RDCs. Each county and municipality in the state is
required by law to pay minimum annual dues to the RDC. During its year ended December 31, 2010, the City
paid $4,253 in such dues. The RDC Board membership includes the chief elected officiaf of each county and
the chief elected official of each municipality. The County Board members and municipal Board members
from the same county elect one member of the Board who is a resident ( but not an elected or appointed
official or employee of the county or municipality) to serve as the non-public Board member from a County.
Separate financial statements can be obtained from:

Georgia Mountains Regional Development Center
1310 W. Ridge Road
Gainesville, Georgia 30501

The Georgia Planning Act of 1989 (O.C.G.A. 50-8-34) defines RDCs as “public agencies and instrumentalities
of their members”. Georgia laws also provide that the member governments are liable for any debts or
obligations of an RDC beyond its resources. {0.C.G.A. 50-8-39.1)

NOTE 14 - HOTEL MOTEL TAX

The City passed an ordinance to increase their Hotel-Motel excise tax from 5% to 8% beginning July 2010. As
required by code section 48-13-51 of the O.C.GA the City is required to spend 40% of the first 5% of the tax
assessed on the promotion of tourism and trade. In addition, 50% of the amount assessed over 5% must also
be expended of promotion of tourism and trade. At December 31, 2010 the City Funds the City of Cornelia
Tourism Special Account with 19% for the expenditure of this tax revenue and provides the Habersham
County Chamber of Commerce with 43% of total tax collections.

) Amount
Collections $ 157,835
Habersham Chamber of Commerce 66,153
Tourism and Promotion Expenditures 19,117
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REQUIRED SUPPLEMENTARY INFORMATION
(unaudited)

In accordance with the Governmental Accounting Standards Board Statement No. 34,
The following information is a required part of the financial statements.



CITY OF CORNELIA, GEORGIA EXHIBIT §
BUDGETARY COMPARISON SCHEDULE
GENERAL FUND
FOR THE YEAR ENDED DECEMBER 31, 2010

BUDGET VARIANCE
ORIGINAL AS FROM
BUDGET AMENDED ACTUAL AMENDED
REVENUES
Taxes
Property §F L33L7 § 1,331,171 3 1,368,967 3 37,796
Franchise 470,000 470,000 440,582 (29,418)
Beer and Wine 151,000 151,000 112,879 (38,121)
Insurance Premium 205,000 205,000 199,858 (5,142)
License and Permits 114,500 174,500 135,862 (38,638)
Charges for Services 690,000 690,000 686,276 (3,724)
Fines and Forfeitures 319,200 319,200 247256 (71,944)
Interest Income 6,500 6,500 4,096 (2,404)
Intergovernmental 15,000 15,000 12,993 (2,007)
Grants 115,000 131,000 216,152 85,192
Donation 10,000 10,000 14,119 4,119
Miscellaneous 21,200 31,200 32,336 1,136
TOTAL REVENUE 3,448,571 3,534,571 3,471,416 (63,155)
EXPENDITURES
Current: .
General Governmment 143,600 178,200 132,391 45,809
Better Hometown 77,193 77,193 56,163 21,030
City Manager 237,576 227,276 217,775 9,501
Human Resources 103,935 98,635 91,698 6,937
Police Department 1,381,054 1,316,504 1,214,552 101,952
Fire Department 687,728 687,728 668,811 18,917
Streets and Sanitation 498,603 468,603 440,760 27,843
Public Buildings 208,751 275,751 236,971 38,730
Recreation Department 214,898 305,443 299,992 5,456
Planning Department 193,694 228,480 215,377 13,103
Community Development 76,075 71,289 58,656 12,633
Maintenance and Mechanical 170,464 169,464 144,026 25,438
Debt Service
Principal Retirement - 60,000 51,369 8,631
Interest and Fiscal Charges - 5,000 2,979 2,021
TOTAL EXPENDITURES 4,083,571 4,169,571 3,831,520 338,051
EXCESS (DEFICIENCY) OF REVENUES
OVER (UNDER) EXPENDITURES (635,000} (635,000) (360,104) 274,896
OTHER FINANCING SCURCES (USES)
Prior Year Fund Balance - -
Interfund Transfers 635,000 635,000 621,050 (13,950)
Proceeds from Debt 131,950
TOTAL OTHER FINANCING SOURCES (USES) 635,000 635,000 753,000 (13,950}
EXCESS (DEFICIENCY) OF REVENUES AND OTHER
SOURCES (USES) OVER (UNDER) EXPENDITURES - - 392,896 260,946
FUND BALANCE - BEGINNING OF YEAR 2,017,927
FUND BALANCE - END OF YEAR § 2,410,823
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CITY OF CORNELIA, GEORGIA
NOTES TO REQUIRED SUPPLEMENTARY INFORMATION
ON BUDGETARY ACCOUNTING AND CONTROL
YEAR ENDED DECEMBER 31, 2010

BUDGETARY ACCOUNTING AND CONTROL

The City Commission annually adopts budgets for the General Fund of the Primary Government. All
appropriations are legally controlled at the departmental level for the General Fund. There were no budget
amendments made during the year. The budgets are integrated into the accounting system, and the budget,
as presented in financial statements for all funds with annual budgets; compare the expenditures with actual
budgets.

All budgets are presented on the modified accrual basis of accounting. Accordingly, the Budgetary
Comparison Schedule for the General Fund presents actual expenditures in accordance with the accounting
principles generally accepted in the United States on a basis consistent with the legally adopted budgets as
amended. Unexpended appropriations on annual budgets lapse at the end of each fiscal year.

Encumbrances represent commitments related to unperformed contracts for goods or services.
Encumbrance accounting — under which purchase orders, contracts and other commitments for the
expenditures are recorded to reserve that portion of the applicable appropriation-, is not utilized by the City
of Comelia.
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OTHER SUPPLEMENTARY INFORMATION
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CITY OF CORNELIA, GEORGIA SCHEDULE 3
SUPPLEMENTARY INFORMATION
'HEDULE OF PROJECTS CONSTRUCTED WITH SPECIAL PURPOSE LOCAL OPTION SALES TAX
FOR THE YEAR ENDED DECEMBER 31, 2010

Expenditures
Original Esfimated Prior Current
Costs Years Year Total
Habersham County, Georgia Splost V

Water 5 [,146,719 § 150,541 $ $ 150,541
Sewer 1,000,000 - 700,000 700,000

Public Safety 400,000 - - -

Roads and Bridges 378,477 - - -
Public Facilities 256,000 - 10,000 10,000
Recreation 100,000 - 25,000 25,000
¥ 3,281,196 5 150,541 $ 735000 3 885,541
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DUNCAN & KITCHENS, LLC
arﬁ/iecl /-nggc_/dccourdanfd

327-D MONROE STREET Members of
Joseph Duncan, CPA, ATA, ATP CLARKESVILLE, GA 30523 American Institute and
Joe Kitchens, CPA (706) 754-5814 Georgia Society of
FAX (706) 754-9069 Certified Public Accountants

INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE AND ON INTERNAL CONTROL
OVER FINANCIAL REPORTING BASED ON AN AUDIT OF FINANCIAL STATEMENTS
PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS

June 9, 2011

Honorable Mayor and
Members of the City Council
City of Cornelia

Comelia, Georgia

We have audited the accompanying financial statements of the govemmental activities, the business-lype
activities, the aggregate discretely presented component unit, each major fund and the aggregate remaining fund
information of the City of Cornelia, Georgia, as of and for the year ended December 31, 2010, which coflectively
comprise the City’s basic financial statements and have issued our report dated June 9, 201 1. We conducted our
audit in accordance with aunditing standards generally accepted in the United States of America and in standards
applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General of
the United States.

Internal Control over Financial Reporting

In planning and performing our audit, we considered City of Cornelia, Georgia’s internal control over financial
reporting as a basis for designing our auditing procedures for the purpose of expressing our opinions on the
financial statements, but not for the purpose of expressing an opinion on the effectiveness of the City of
Comelia, Georgia’s internal control over financial reporting. Accordingly, we do not express an opinion on the
effectiveness of the City of Cornelia, Georgia’s internal control over financial reporting.

A deficiency in internal control exists when the design or operation of a control does not allow management or
etnployees, in the normal course of performing their assigned fimctions, to prevent, or detect and coirect
misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in
internal control such that there is a reasonable possibility that a material misstatement of the entity’s financial
statements will not be prevented, or detected and corrected on a timely basis.

Our consideration of internal control over financial reporting was for the limited purpose described in the first
paragraph of this section and was not designed to identify all deficiencies in internal control over financial
reporting that might be deficiencies, significant deficiencies, or material weaknesses. We did not identify any
deficiencies in internal control over financial reporiing that we consider to be material weaknesses, as defined
above. However, we identified certain deficiencies in internal control over financial reporting, described in the
accompanying schedule of findings and questioned costs that we consider to be a significant deficiency in
internal control over financial reporting noted as item 10-1. A “significant deficiency” is a deficiency, or a
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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.

Compliance and Gther Matters

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

The City of Comelia’s response to the finding identified in our audit is described above. We did not audit the
City of Comelia’s response and, accordingly, we express no opinion on it.

This report is intended solely for the information and use of management, City Council, management, others

within the organization, federal awarding agencies and pass-through entities, and is not intended to be and
should not be used by anyone other than those specified parties.

\\-bu- (WOt *éék/t-ruceé, e

Duncan & Kitchens, LL.C
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327-D MONROE STREET Members of
Joseph Duncan, CPA, ATA, ATP CLARKESVILLE, GA 30523 American Institute and
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FAX (706) 754-9069 Certified Public Accountants

REPORT ON COMPLIANCE WITH REQUIREMENTS APPLICABLE TO
EACH MAJOR PROGRAM AND ON INTERNAL CONTROL OVER COMPLIANCE
[N ACCORDANCE WITH OMB CIRCULAR A-133

June 9, 2011

Honorable Mayor and
Members of the City Council
City of Comelia

Cornelia, Georgia

Compliance

We have audited the compliance of the City of Comelia, Georgia with the types of compliance requirements
described in the U.S. Office of Management and Budget (OMB) Circular A-133 Compliance Supplement that are
applicable to each of its major federal programs for the year ended December 31, 2010. The City of Cornelia,
Georgia’s major programs are identified in the summary of auditor’s resulis section of the accompanying
schedule of findings and questioned costs. Compliance with the requirements of laws, regulations, contracts and
grants applicable to each of its major federal programs is the responsibility of the City of Cornelia, Georgia’s
management. Our responsibility is to express an opinion on the City of Cornelia, Georgia’s compliance based on
our audit.

We conducted our audit of compliance in accordance with auditing standards generally accepted in the United
States of America; the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States; and OMB Circular A-133, Audits of States, Local
Governments, and Non-Profit Organizations. Those standards and OMB Circular A-133 require that we plan and
perform the audit to obtain reasonable assurance about whether noncompliance with the types of compliance
requirements referred to above that could have a direct and matetial effect on a major federal program occurred.
An audit includes examining, on a test basis, evidence about the City of Comelia, Georgia’s compliance with
those requirements and performing such other procedures as we considered necessary in the circumstances. We
believe that our audit provides a reasonable basis for our opinion. Our audit does not provide a legal
determination on the City of Cornelia, Georgia’s compliance with those requirements,

In our opinion, the City of Cornelia, Georgia complied, in all material respects, with the requirements referred to
above that are applicable to each of its major federal programs for the year ended December 31, 2010.

Internal Control over Compliance

Management of the City of Cornelia, Georgia is responsible for establishing and mainfaining effective internal
control over compliance with requirements of laws, regulations, contracts and grants applicable to federal
programs. Tn planning and performing our audit, we considered the City of Comelia, Georgia’s internal control
over compliance with requirements that could have a direct and material effect on a major federal program in
order to determine our auditing procedures for the purpose of expressing our opinion on compliance, but not for
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the purpose of expressing an opinion on the effectiveness of internal control over compliance in accordance with
OMB Circular A-133, but not for the purpose of expressing an opinion on the effectiveness of internal control
over compliance. Accordingly, we do not express an opinion on the effectiveness of the City of Comelia,
Georgia’'s internal control 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 a type of compliance requirement 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.

Our consideration of mternal control over compliance was for the limited purpose described in the first
paragraph of this section and was not designed to identify all deficiencies in internal control over compliance
that might be deficiencies, significant deficiencies, or material weaknesses. We did not identify any deficiencies
in internal control over compliance that we consider to be material weaknesses, as defined above.

This report is intended solely for the information and use of management, City Council, others within the entity,
federal awarding agencies, and pass-through entities and s not intended to be and should not be used by anyone
other than these specified parties.

Duncan & Kitchens, LLC
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CITY OF CORNELIA, GEORGIA
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED DECEMBER 31, 2010

FEDERAL GRANT/PASS THROUGH Pass-Through
GRANTOR/PROGRAM TITLE CFDA Number

U.S. Department of Commerce
Economic Development Administration/
Appalachian Regional Commission
Investment for Public Works and
Economic Development Facilities
Wastewater Treatment Plant [mprovements 11.300 04-01-06035

Total U.S. Department of Commerce
Economic Development Administration/
Appalachian Regional Commission

United Sates Department of Agriculture
Community Facilities Direct Loans and Grants

Police Vehicles (Grant) 10.766 N/A
Police Vehicles (Loan) 10.766 N/A
Fire Equipment (ARRA Grant) 10.766 N/A
Fire Equipment (ARRA Loan) 10.766 N/A

Total Community Facilities Loans and Grants

Indirect Federal Grants:
Appalachian Regional Commission

Water and Waste Disposal Systems for
Rural Communities
Sewer Line Expansion Project 10.781 10-068-586000-550
Total Indirect Federal Grants passed through
Appalachian Regional Commission

Total United States Department of Agricuiture

Total Federal Awards

See accompanying notes to the schedule of expenditures of federal awards and the schedule of findings and
questioned costs.
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Expenditures

$ 252,576

252,576

49,000
91,000
22,050
40,950

203,000

210,698
210,698

413,698
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CITY OF CORNELIA, GEORGIA
NOTES SCHEDULE CF EXPENDITURES
OF FEDERAL AWARDS FOR THE
YEAR ENDED DECEMBER 31, 2010

NOTE A - BASIS OF PRESENTATION

The accompanying schedule of expenditures of federal awards is a summary of the expenditures
relating to the City’s federal award programs. The information in this schedule is presented in
accordance with the requirements of OMB Circular' A-133, Audits of States, Local Governments,
and Non-Profit Organizations. Because the schedule presents only a selected portion of the
operations of the City of Cornelia, Georgia, it is not intended to and does not present the financial
position, changes in net assets, or cash flows of the City of Cornelia, Georgia.

NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
1) Expenditures reported on the Schedule are reported on the accrual basis of accounting,
Such expenditures are recognized following the cost principles contained in OMB
Circular A-87, Cost Principles for State, Local, and Indian Tribal Governments, wherein
certain types of expenditures are not allowable or are limited as to reimbursement,

2) Pass-through entity identifying numbers are presented where available.
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CITY OF CORNELIA, GEQRGIA
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
YEAR ENDED DECEMBER 31, 2010

A. SUMMARY OF AUDITOR’S RESULTS
Financial Statements
Type of auditor’s report issued: Ungualified
Internal control over financial reporting;
Material weakness(es) identified; None reported
Significant deficiencies identified relating to the audit of the financial

statements are reported in this schedule under the caption “Findings-Financial
Statements Audit.”

Noncompliance material {o financial
Statements noted? None reported
Federal Awards
Internal control over major programs:
Material weakness(es) identified? None reported

Significant deficiencies identified not
considered material weaknesses: None reported

Type of auditor’s report issued on compliance
of inajor programs: Unqualified

Any audit findings disclosed that are required to be

Reported in accordance with Circular

A-133, Section .510(a)? No
Identification of major program:

11.300 Wastewater Treatment Plant Improvements

Dollar threshold used to distinguish
Between Type A and Type B programs: $300,000

Auditee qualified as low risk auditee? No
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CITY OF CORNELIA, GEORGIA
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
YEAR ENDED DECEMBER 31, 2010

B. FINDINGS-FINANCIAL STATEMENTS AUDIT

SIGNIFICANT DEFICIENCY

10-1

Condition:

Criteria:

Cause:

Effect:

City personnel may require additional training in the application of generally accepted
accounting principles and the preparation of financial statements. Currently, the City
relies on the external auditors for technical assistance in applying generally accepted
accounting principles and the preparation of the financial statements. This is common in
governments of similar size and structure of the City. This does not indicate that the
Finance Director is not trained to perform the daily accounting functions, but that the
City has elected as a cost benefit to outsource this expertise to their auditors. As
required, we have indicated this as a significant deficiency in our on Internal Control and
Compliance.

The City should possess the ability to prepare its own financial statements or have access
to someone with adequate technical training and education to review the financial
statements prepared by others.

The City staff does not have the accounting skill necessary to prepare financial
statemnents in accordance with accounting principles generally accepied in the United
States.

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

Recommendation: The City should continue to receive training in identification and application of

generally accepted accounting principles and the preparation of the City’s financial
statements.

Management Response: The City agrees with the finding.
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