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INDEPENDENT AUDITOR'S REPORT



DUNCAN & KITCHENS, LLC
Certifiod [Public _Accountants

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 . .
June 20, 2012

Honorable Mayor and
Members of the City Council
City of Comelia

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 Comelia, Georgia, as of and for the year ended December 31, 2011, 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 reasonable basis for our opinions.

In our opinion the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, the business-type activities, the aggregate
discretely presented component units each major fund and the aggregate remaining fund information of the
City of Comelia, Georgia as of December 31, 2011, 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 20, 2012 on
our consideration of the City of Cornelia, Georgia’s internal control over financial reporting 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 internal control over
financial reporting or on compliance. That report is an intergral 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 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 special purpose local
option saies tax report has been subjected to the auditing procedures applied in the audit of the basic
financial statements and, in our opinion, is fairly stated, in all material respects, in relation to the basic
financial statements taken as a whole.

BJ P 'Zm-l-?l‘), s
Duncan & Kitchens, LLC



BASIC FINANCIAL STATEMENTS



ASSETS
Cash
Taxes Receivable
Accounts Receivable
Grants Receivable
Intergovernmental Receivable
Capital Assets
Non-Depreciable
Depreciable Assets, Net
TOTAL CAPITAL ASSETS
TOTAL ASSETS

LIABILITIES
Current Liabilities
Accounts Payable
Accrued Payroli
Payroll Taxes Withheld
and Accrucd

Current Portion of Long-Term Debt

Water Deposits
Norncurrent Liabilities

Long-Term Notes Payable

TOTAL LIABILITIES

NET ASSETS

Invested in Capital Assets, Net of

Related Debt
Restricted for:
Capital Projects
Tourism
Unrestricted Assets
TOTAL NET ASSET

CITY OF CORNELIA, GEORGIA
STATEMENT OF NET ASSETS

DECEMBER 31, 2011

Primarv Government

EXHIBIT 1

Component
Unit

Governmental Business-Type
Activities Activities Total
S 2,186,268 S 6,114,214 $ 8,300,482 -
1,210,795 1,210,795 -

113,026 439,909 552,935 -

200,086 (200,086)

169,976 344,616 514,592 -
4,246,052 24,154,107 28,400,159 -
4,416,028 24,498,723 28,914,751 -

$ 8,126,203 $ 30,852,760 $ 38,978,963 -
S 106,459 ) 109,325 S 215,784 -
69,703 38,728 108,431 -

6,878 10,400 17,278 -

25,327 719,799 745,126 -

23,082 23,082 -

82,279 7,544,204 7,626,483 -

290,646 8,445,538 8,736,184 -
4,308,422 16,234,720 20,543,142 -

516,086 516,086

48,880 48,880
2,962,169 6,172,502 9,134,671 -
5 7835557 . $ 22,407,222 3 30,242,779 -

The accompanying notes are an integral part of this statement.




CITY OF CORNELIA, GEORGIA
STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED DECEMBER 31, 2011

EXHIBIT 2

Program Revenues Net (Expensc) Revenuce and Changes in Net Assets
Component
Operating Capital Primary Government Unit
Charges for Grants and Grants and Govcrnmental  Business-type
Functions/Programs Expenscs Services Contributions Contributions Activities Aclivitics Total
Primary Government
Governmental Activities
Genceral Government $ 285,457 § 152,759 $ $ 335,950 s 203,252 §$ $ 203,252 § -
Better Hometown 56,520 (56,520) (56,520)
City Manager 216,090 (216,090) (216,090)
Human Resources 87,349 6,000 (81,349) (81,349)
Police 1,358,007 300,452 (1,057,555) (1,057.555) -
Fire 762,195 140,453 (621,742) (621,742) -
Streets & Sanitation 478,898 290,304 (188,594) (188,594) -
Public Buildings 293,055 (293,055) (293.055) -
Recreation Depariment 194,516 37,560 38,592 (118,364) (118,364) -
Planning Department 202,060 34,012 (168,048) (168,048) -
Community Development 65,889 (65,889) (65,889)
Maintenance and Mcechanical 145,120 (145,120) (145,120) -
Intcrest on long-term debt 6,660 (6,660) (6,660)
Total Governmental Activities 4,151,816 955,540 380,542 (2,815,734) (2,815,734) -
Business-type Activitics
Watcr and Scwer 4,147,889 5,737,358 264,940 1,854,409 1,854,409 -
Total Business-type Activitics 4,147,889 5,737,358 264,940 1,854,409 1,854,409 -
Total Primary Govemment $ 8299705 $ 6,692,898 $ 5 645,482 (2,815,734) 1,854,409 (961,325) -
General Revenues:
Taxes:
Propenty 1,475,785 1,475,785 -
Franchise 475,396 475,396 -
Motel Tax 197,469 197,469
Beer and Wine 125,811 125,811 -
Insurance Premium 195,122 195,122 -
Unrestricted Investment Earnings 2,685 25,293 27,978 -
Intergovernmental 14,094 14,094
Miscellaneous 57,955 57,955 -
Donations 7,539 7,539
Transfers 700,000 (700,000) -
Total General Revenucs and Transfers 3,251,856 (674,707) 2,577,149 -
Change in Asscts 436,122 1,179,702 1,615,824 -
Net Assets at Beginning of Year 7,399,435 21,227,520 28,626,955 -

Net Asscts - End of Year
The accompanying notes are an integral part of this statement.

$ 7,835,557 $

22,407,222 $

30,242,779 §




CITY OF CORNELIA, GEORGIA EXHIBIT 3

BALANCE SHEET
GOVERNMENTAL FUNDS
DECEMBER 31, 2011
SPLOST V NONMAJOR
GENERAL CAPITAL GOVERNMENTAL GOVERNMENTAL
FUND PROJECTS FUNDS FUNDS
ASSETS
Cash S 1,601,338 S 516,086 S 68,844 $ 2,186,268
Taxes Receivable 1,210,795 1,210,795
Accounts Receivable 113,026 113,026
Due from Other Funds 200,086 200,086
TOTAL ASSETS $ 3,125,245 § 516,086 $ 68,844 $ 3,710,175
LIABILITIES
Accounts Payable $ 106,459 S S S ‘ 106,459
Accrued Payroll ’ 69,703 69,703
Payroll Taxes Withheld and Accrued 6,878 ) 6,878
Deferred Revenue - Taxes 290,861 290,861
TOTAL LIABILITIES 473,901 473,901
FUND BALANCE
Restricted
Capital Outlay Projects ‘ 516,086 516,086
Tourism ! 48,880 48,880
Committed
Skate Park 13,351 13,351
Pet Friends 1,587 1,587
Better Hometown 5,026 5,026
Unassigned 2,651,344 2,651,344
TOTAL FUND BALANCE 2,651,344 516,086 68,844 3,236,274
TOTAL LIABILITIES AND FUND BALANCE $§ 3,125245 $ - 516,086 $ 68,844 S 3,710,175
Capital Projects Fund
Adjustments to the Statement of Net Assets
Fund Balance S 3,236,274

Capital assets used in governmental activities are not current financial
resources and therefore are not reported in the governmental funds 4,416,028

Other long-term assets are not available to pay for current-period expenditures
and therefore are offset by deferred revenue in the governmental funds 290,861

Long-term liabilities are not due and payable in the current period and
therefore are not reported in the governmental funds. (107,606)

Net Assets of Governmental Activities (Exhibit "1") $ 7,835,557

The accompanying notes are an integral part of this statement.



REVENUES
Taxes
Property
Franchise
Motel
Beer and Wine
Insurance Premium
License and Permits
Charges for Services
Fines and Forfeitures
Interest Income
Intergovernmental
Grants
Donations
Miscellancous
TOTAL REVENUE

EXPENDITURES

Current:
General Govemment
Better Hometown
City Manager
Human Resources
Police Department
Fire Department
Streets and Sanitation
Public Buildings and Library
Recreation Department
Planning Department
Community Development
Maintenance and Mcchanical

Debt Service
Principal Retirement
Interest and Fiscal Charges
TOTAL EXPENDITURES

EXCESS’(DEFICIENCY) OF REVENUES
OVER (UNDER) EXPENDITURES

OTHER FINANCING SOURCES (USES)

Interfund Transfers

CITY OF CORNELIA, GEORGIA
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE

TOTAL OTHER FINANCING SOURCES (USES)

EXCESS (DEFICIENCY) OF REVENUES AND OTHER
SOURCES (USES) OVER (UNDER) EXPENDITURES

FUND BALANCE - BEGINNING OF YEAR

FUND BALANCE - END OF YEAR

GOVERNMENTAL FUNDS
FOR THE YEAR ENDED DECEMBER 31, 2011
SPLOSTV ~ NONMAJOR
GENERAL CAPITAL GOVERNMENTAL
FUND PROJECTS FUNDS
$ 1,469,764 § S-. s’
475,396 .
197,469
125,811
195,121
152,759
604,237
198,544
1,171 1,438 76 .
14,094 335,950
44,592
- 7,539
57955
3,339,444 337,388 205,084 -
117,046 186,465 93,509
39,121 17,399
216,090
87,349
1,281,893
704,645 438,548
456,109
293,055
194,516
202,060
65,889
145,120
61,319
6,660
3,870,872 625,013 110,908
(531,428) (287,625) 94,176
771,949 - (71,949)
771,949 B (71,949)
240,521 (287.625) 22227
2,410,823 803,711 46,617
$ 2651344 $ 516086 S 68,844 $

Adjustments to the Statement of Aclivitics

Net Change in Fund Balance

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 Capital Outlays ($653,914) exceeded Depreciation ($ 260,255).

Revenues in the statement of activities that do not provide current financial

resources are not reported as revenues in the funds.

Proceeds from financing, such as capital lcases, are recognized in the statement
of activities, whercas they recognized as other financing sources in the

Repayment of debt principal is an expenditure in the governmental funds,
but the repayment reduces long-term debt in statement of nict assets.

Change in net assets of governmental activitics (Exhibit 2) $

The accompanying notes are an integral part of this statement.

EXHIBIT 4

. TOTAL
GOVERNMENTAL
FUNDS

1,469,764
. 475,396
197,469
125,811
195,121
152,759
604,237
198,544
2,685
350,044 .
44,592
7,539
- 57,955
3,881,916

—— e e

397,020
56,520
216,090
87,349
1,281,893
1,143,193
456,109
293,055
194,516
202,060
65,889
145,120

61,319
6,660
4,606,793

| — 0 T

(724,877

700,000

700,000

(24,877)
3,261,151

e —————

3,236,274

24,877

393,659

6,001

61,319
436,122



CITY OF CORNELIA, GEORGIA EXHIBIT 5
STATEMENT OF NET ASSETS
PROPRIETARY FUND
DECEMBER 31, 2011
BUSINESS TYPE
ACTIVITIES
WATER AND SEWER
ENTERPRISE FUND
ASSETS
Current Asscts:
Cash--- S 6,114,214
Accounts Receivable 439909
Total Current Assets 6,554,123
Non-current Assets:
Capital Assets
Assets not being depreciated 344,616
Assct being depreciated 35,768,649
Accumulated Depreciation (11.614,542)
Total Non-current Assets 24,498,723
TOTAL ASSETS S 31,052,846
LIABILITIES AND FUND EQUITY
Cutrent Liabitities ’
Accounts Payable $ 109,325
Accrued Payroll 38,728
Payroll Taxes Withheld and Accrued 10,400
Due to General Fund 200,086
Current Portion of Long-term Noies 719,799
Totai Current Liabilities 1,078,338
Non-current Liabilities
Watcr Deposits 23,082
Long-term Notes Payable 7,544,204
Total Non-current Liabilities 7,567,286
TOTAL LIABILITIES 8,645,624
NET ASSETS
Invested in Capital Assets, Net of .
Related Debt 16,234,720
Unrestricted Assets 6,172,502
TOTAL NET ASSETS 22,407,222
TOTAL LIABILITIES AND NET ASSETS 3 31,052,846

The accompanying notes are an integral part of this statement.




CITY OF CORNELIA, GEORGIA

PROPRIETARY FUND
FOR THE YEAR ENDED DECEMBER 31, 2011

OPERATING REVENUES
Water Sales
Sewer Fees
Fines and Surcharges
Water and Sewer Taps
. Miscellaneous 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)
Interest Income
Interest Expense
TOTAL NON-OPERATING INCOME (EXPENSE)

INCOME BEFORE CONTRIBUTIONS AND TRANSFERS
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.

STATEMENT OF REVENUE, EXPENSES AND CHANGES IN FUND NET ASSETS

$

EXHIBIT 6

ENTERPRISE
FUND

2,892,048
2,702,442
20,691
114,977
7,200

5,737,358

328,892
920,665
1,063,694
458,396
343,718
844,230

3,960,095

1,777,263

25,293
(187,794)

1,614,762

(700,000)
264,940

1,179,702

21,227,520

22,407,222




CITY OF CORNELIA, GEORGIA EXHIBIT 7
STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS
FOR THE YEAR ENDED DECEMBER 31, 2011

CASH FLOWS FROM OPERATING ACTIVITIES

Reccipts from Customers S 5,737,358
Payments to Suppliers (2,302,502)
Payments to Emplcyess (1,090,098)
NET CASH PROVIDED BY OPERATING ACTIVITIES $ 2,344,758
CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES
‘ Trensfer to other funds (700,000)
NET CASH USED BY NONCAPITAL AND RELATED
FINANCING ACTIVITIES (700,000)
CASH rLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES
Proceeds for Debt 2,965,611
- Proceeds from Fieldale Farms, Inc. 83,160
Proceeds from Habersham County Board of Education 181,780
Principal Paid on Notes (1,572,812)
Interest Paid (187,794)
Acquisition Of Capital Assets (2,838,065)
NET CASH USED FOR CAPITAL AND RELATED .
FINANCING ACTIVITIES (1,368,120)
CASH FLOWS FROM INVESTING ACTIVITIES
Interest Earned 25,293
NET CASH PROVIDED BY INVESTING ACTIVITIES 25,293
NET INCREASE IN CASH AND CASH EQUIVALENTS 301,931
CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR 5,812,283
CASH AND CASH EQUIVALENTS AT END OF YEAR S 6.114,214

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

Operating Income (Loss) $ 1,777,263
Adjustments To Reconcile Operating

Income (Loss) To Net Cash Provided By

Operating Activities

Depreciation $ 844,230
(Increase) Dccreasc in Accounts Receivable 22,636
Increase (Decrease) in Customer Deposits 21,664
Increase (Decrease) in Due to General Fund ‘ : 9,737)
Increase (Decrease) in Accounts Payable (310,086)
Increase (Decrease) in Accrued Payroll : 1,127
Increase (Decrease) in Payroll Taxes Payable (2,339)
TOTAL ADJUSTMENTS 567,495
NET CASH PROVIDED BY QPERATING ACTIVITIES ' $ 2,344,758

‘The accompanying notes are an integral part of this statement.



CITY OF CORNELIA, GEORGIA
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31,2011 R

"NOTE [ - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Narrative Profile

The City of Comelia 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 City of Cornelia 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, revenue 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, 2011

NOTE 1 - (Continued)
Basis of Presentution
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 fur.d financial
statements. While the previous model emphasized fund types (the total of all funds of a particular type), in the
new reporting mcdel the focus is on cither the City as a whole or major individual funds (within the fund
financial statemerts). Both the government-wide and fund financial statements (within the basic financial
statements) categerize primary activities as either governmental or business-type.

Government-wide and Furd Financial Statements

In the government-wide Statement of Net Assets, both the governmental and business-type activities columns
(@) 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
availabie. 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
Governmental revenues (property, certain intergovernmental revenues, fines, permits and charges, etc.). The
Statement of Aciivities 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 governmenta! funds 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 statements 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 operatior: of each fund is considered to be an independent fiscai and separate accounting entity,
with a self-balancing set of accounts recording cash and /or other financial resources together with all related
liabilities and residual equities balances, and changes therein, which are segregated for the purpose of carrying
:).n 'spe.ciﬁc activities or attaining certain objectives in accordance with special regulations, restrictiors, or
imitations.



. CITY OF CORNELIA, GEORGIA
NOTES TO THE FINANCIAL STATEMENTS
. L DECEMBER 31,2011

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 analvzed and compared (between years and between governments) to enhance the usefulness of the
information,

Management’s Discussion and Analysis - 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 prlvate
sector provides in their annual 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 in the current year or soon
thereafter.

Schedule 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 ot 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.

Ceneral 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.



CITY OF CORNELIA, GEORGIA
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2011

NOTE 1 - (Continued)
The SPLOST V Capital Projects Fund accounts for the funds from the City’s share of the Habersham
County Special Purpose Local Option Sales Tax. The SPLOST V Fund is considered a major fund
for reporting purposes.
Special Revenuc 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 rzvenue funds are not considered a major fund for reporting purposes.

o

Proprigtary Fund: The Government reports the following proprietary fund:

Proprietary funds distinguish operating revenues and expenses from non-opcrating items. Operating
revenues and cxpenses 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 arc 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 proprictary fund applies Financial Accounting Standards (FASB) pronouncements
and Acccunting Principles Board (APB) opinions issued on or before November 30. 1989, unless
those pronouncements 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
contributions, including special assessments. Internally dedicated resources are reported as general
revenues 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 gencral 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 economic resources measurement focus. The government-wide and
proprietary fund financial statements are reported using the accrual basis of accounting. Revenues are recorded
when earned and sxpenses 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) vaiue without directly

receiving (or giving) value in exchange, include property taxes, grants, entitlements and donations. On an
accrual basis, revenue from property taxes is recognized in the fiscal year for which the taxes are levied.
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Revenue from grants, entitlements and donations is recognized in the fiscal year in which the eligibility
requirements have been satisfied. ‘

Governmental Fund Financial Statements. Governmental funds ere 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 interest are
considered to be susceptible to accrual. Expenditures are recorded when the related fund liability is incurred,
except for principal and interest on long-term debt, claims and adjustments, and compensated absences, which
are recognized as expenditures to the extent they have matured. General capital.asset acquisitions are reported
as expenditures in govemmental 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
1o reserve that portion of the applicable appropriation - is not utilized by the City of Cornelia.

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 interfund 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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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 reflectir.g costs
applicable to futurc 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 transaction.

1. Capital Assets

Capital outlays are recorded as expenditures of the General Fund and as assets in the government-wide
financial statemer.ts 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 gencral fixed assets on a government-wide
basis. Capital outiays 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, repiirs, 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 eliminaied from the respective
accounts and any resulting gaia 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 construction phase of capital assets of business-type activities is included as part of the assets
constructed. No interest was capitalized during 201 1.

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 lest if not taken by the end of the six-month period. The amount of 2011 vacation time taken
in 2012 could not te 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 Government-wide Statement of
Net Assets. Long-term debt is not rcported for governmental activities in the fund financial statements. Long-

term debt and other obligations financed by the proprictary lund are reported as liabilities in both the
Government-wide and fund financial statements.
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L. Contributions of Capital

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

‘M. Fund Equity/Net Assets

Fund equity at the governmental fund financial reporting level is classified as “fund balance”. Fund equity for
all other reporting is classified as “net assets”.

Fund Balance — Generally, fund balance represents the difference between the current assets and current
liabilities. In the fund financial statements, governmental funds report fund balance classifications that
comprise a hierarchy based primarily on the extent to which the City is bound to honor constraints on the
specific purposes for which amounts in those funds can be spent. Fund balances are classified as follows:

*  Nonspendable —~Fund balances are reported as nonspendable when the amounts cannot be spent
because they are either (a) not in spendable form (i.e. items that are not expected to be converted to
cash like inventories and prepaid items) or (b) legally or contractually required to be maintained
intact.

® Restricted - Fund balances are reported as restricted when there are limitations imposed on their
use either through the enabling legislation adopted by the Town or through external restrictions
imposed by creditors, grantors, or laws or regulations of other governments.

* Commitied — Fund balances are reported as committed when they can be used only for specific
purposes pursuant to constraints imposed by formal action of the City Council through the
adoption of a resolution prior to the end of the fiscal year. In order to modify or rescind the
commitment, the City Council must adopt another resolution.

®  Assigned- Fund balances are reported as assigned when the amounts are constrained by the City’s
intent to be used for specific purposes, but are neither restricted or committed. Through resolution,
the City Council has authorized the City’s finance director to assign fund balances.

»  Unassigned - Fund balances are reported as unassigned as the residual amount when the balances
do not meet any of the above criterion. The Cily reports positive unassigned fund balances only in
the general fund. Negative unassigned fund balances may be reported in all other governmental
funds.

Net Assets — Net assets represent the difference between assets and liabilities. Net assets invested in capital
assets, net of related debt, consists of capital assets, net of accumulated depreciation, reduced by the
outstanding balances of any debt used for the acquisition, construction, or improvement of those assets. In
determining the outstanding balance of any borrowing, proceeds of that debt which has not been spent is
deducted. Accounts payable for costs related to acquisition, construction, or improvement of those capital
assets is considered debt for this calculation. Net assets are reported as restricted as described in the fund
balance section above. All other assets are reported as unrestricted.
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When both restricted and unrestricted resources are available for use, it is the government’s policy to use
restricted resources first, then committed, assigned, and unassigned (or restricted) resources as they are nceded.

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 balazce sheet.

Interfund transacticns are either, loans, services provided, reimbursements or transfers. Loans are reported as
receivables and payables as appropriated and are subject to eliminatior upon consolidation. Services, deemed
to be reasonably cyuivalent in value, are treated as revenues and expenditures/expenses. Reimbursements are
when one fund iacurs 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 governmental
activities and within business-type activities are eliminated upon consolidation.

0. Internal Activity

Services provided, deemed to be at market or near market rates, are treated as revenues and expenditures/
expenses. Reimbursements arc 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.

NOTE 2 - STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY

On or be:fore 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,

'Beforc Def:ember. 319 the Proposed Budget is presented to the City’s Council for review. The City Council
nolds 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 .Managemem.' The revenue estimates must be changed by an affirmative vote of a majority of the City
Council. The budget was riot amended during the year.
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NOTE 3 - DEPOSITS

At December 31, 2011 the carrying amount of the City's deposits was $ 8,300,482 and the bank balance was
- $8,350,498. All bank balances of deposits as of December 31, 2011 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, 2011 consisted of the following:

General Enterprise
Fund Fund Total
Receivables:
Taxes $ 1,210,795 $ 1,210,795
Service Fees 113,026 113,026
Water and Sewer Receivables 439,909 439.909
Total Receivables $ 1,323,821 $ 439,909 $1,763,730

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

Property taxes are assessed as of January 1, 2011 on property values. Taxes were levied on December 21,
2011 for the 2011 1ax year, and were due on February 21, 2012. All unpaid taxes levied on December 21,
2011 become delinquent as of February 21, 2012. Interest and penalties accrue after February21, 2012.

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

Due to the high collection rate in the Enterprise Fund, no allowance has been made for bad debts.

NOTE 5 - INTERFUND BALANCES

DUE TO - FROM OTHER FUNDS

Receivable Fund Payable Fund Amount
General Water and Sewer 200,086
Total $ __200086
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INTERFUND TRANSFERS
Nonmajor
Major Funds Funds
General Proprietary Govemmental Combined
Transfer Out To:
Major Funds
General S - $ (700,000 ) $ (75,038) $ (775.038)
Noamajor Funds
Governmental (3,089) - - (3.089)
Transfer In From.
Major Funds :
General - . 3,089 3,089
Proprietary Fund 700,000 - - 700,000
Noumajor Funds
Governmental 75,038 - - 75.038 .
Total $..771,949 5.(700,000) $ (1L949) S -

Interfund transfers are used to 1) move revenues from the fund that statute or budget requires them to the fund
that statute or budget requires to expend them, and 2) use restricted revenues collected to finance various
programs accounted for in other funds in accordance with budgetary authorizations. Transfers are eliminated
in the governmeni-wide financial statements if the interfund transfer ic within the governmental fund group or
business-type group.

NOTE 6 - CHANGES IN FIXED ASSETS
Capital asset activity for the year ended December 31, 2011 was as follows:

Governmental-Tvpe Activities:

Balance Balance
01/01/11 Additions Deletions 12/31/11
Capital Assets Net being
Depreciated
Land S___158955 b 11,621 S b) 169,976
Depreciable Asseis
Building . § 2,403,881 $ 560,632 § $ 2,564,513 -
Furniture & Equipment | 458,482 : 458,482
Fire Equipment 962,257 962,257
Police Equipment 923,185 925,185
Sanitation and Streets 713,118 28,900 . 742,018
Streetscape Project 1,789,548 33,360 1,842,908
Total Depreciable Assets 7,250,471 642.892 7,893,363
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Less: Accumulated
Depreciation

Building

Fumiture & Equipment

Fire Equipment

Police Equipment

Sanitation and Streets

Streetscape Project

Total Accumulated Depreciation

Net Depreciable Assets
Governmental activities assets, net

Depreciation was charged to governmental functions as follows:
General Government Administration

Police

Fire

Streets and Sanitation
Total

Business-Type Activities:

Capital Assets Not being
Depreciated
Land

Depreciable Assets
Building

Equipment

Water Plant

Sewer Plant

Water and Sewer System
Total Depreciable Assets

Less: Accumulated
Depreciation

Building

Equipment

Water Plant

Sewer Plant

Water & Sewer System
Total Accumulated Depreciation
Net Depreciable Assets

DECEMBER 31, 2011

1,231,863 57,108 1,288,971
168,513 10,074 178,587
573,646 68,004 641,650
723,733 76,115 799,848
611,494 37,261 648,755
77,807 11.693 89.500
3,387,056 260.255 3,647,311
3,863,415 382,637 4,246,052
$.4022370 S__393658 S..._. . S__4416028

5 74,902

76,114

57,549

51,690

$ 260255

Balance Balance

01/01/11 Additions Deletions 12/31/11
S__ 344616 S $ $ 344,616
$ 90,012 § '$ $ 90,012
1,950,707 1,950,707
6,925,542 91,383 7,016,925
11,438,004 2,027,199 13,465,203
12,526,319 719,483 13.245.802
32,930,584 2.838.065 35.768.649
81,911 8,282 90,193
1,024,798 84,583 1,109,381
2,309,033 109,751 2,418,784
3,809,190 329,250 4,138,440
3545380 __ 312364 3,857,744
10770312  ___ 844,230 11,614,542
22,160,272 1,993,835 24,157,107
$.1993835 s $_24,498723

Business -Type activities assets, net $_22,504,888
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In the governmentai and business-type activities, the following estimated useful lives are used to compute
depreciation using the straight-line method:

Genera! Government Suildings 40  Years
Streetscape 40 Years
Streets and Senitation 3-20 Years
Water and Sewar System 50 Years
Utility Plant : 50 Years
Machinery and Equipment 5-20 Years

NOTE 7 - LONG-TERM DEBT

The following is a summary of Long-Tenn Debt transactions of the City for the year ended December 31,
2011

. Water Fund
Payable December 31, 2010 $ 6,871,204
New Debt 2,965,611
Debt Retired (1,572.812)
Payable December 31, 2011 S 8,264,003

Business Type Activities

GEFA GEFA GEFA GEFA GEFA
Scwer Sewer Treatment Radio Meter Sewer Lift
Extension Facilities Readers Interceptor Station  Total
20i2 $263.956.27  $189,306.40 S 4044860 $ 126,830.70S8 69,257.08 $ 719,799.05
2013 305,353.68 196.622.69 132,111.26 72,203.78 706,291.41
2014 317.192.95 204,221.72 137,611.68 75,218.71 734,.215.07
2015 329,491.31 212,114.45 143,341.09 78,376.89 763,323.74
2016 342,266.50 220,312.20 149,309.05 81,648.53 793,536.28
2017-202  1,885.881.94 713,352.89 573,261.33  462,750.23  3,635,246.39
2022-2026 568,388.73 568,388.73
2027-2029 . 343.172.84 343,172.84
Total 3,474,142.66 1,735,930.35 40,448.60 1,262,465.11 1,751,016.79  8,264,003.51
Less:
Payable within
one year 293.956.27 189.306.40 40,448.60 126.830.70 69.257.08 719,799.05
Total Due afier
oneyear $ 3,180,186.39 $1,546,623.95 S $L13563441 SL681759.71 $7,944,204.46

The amount of interest expense for the year in the Water and Sewer Fund was $ 187,794,

Thf: propr.ielary fund has incurred debt for the construction and improvement of water and sewer facilities.
This debt is reported in the Froprietary Fund since it is expected to be repaid from Proprietary Fund Revenues.
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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 For renovation of the Sewer Treatment

Facilities in the City. Total original amount of the loan was $3,498,138. Principal and interest shall be due
and payable-in one hundred twenty equal monthly payments in the amount of $35,101.93 each, on the first day
of each month thereafter. The first payment was December 1, 2011. The note bears interest at 3.81% per
annum,

Amortization of this loan is as follows:

Year Principal Interest Total
2012 $ 29395627 $ 127,266.89 $  421223.16
2013 305,353.68 115,869.48 421,223.16
2014 317,19296 104,030.20 421,223.16
2015 329,491.31 91,731.85 421,223.16
2016 342,266.50 78,956.66 421,223.16
2017-2021 1,.885.881.94 185,131.45 2.071,013.39
$ 3474,19266 $ 702,986.53 $ 4,177,129.19

Notes Payable — 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
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 212,114.45 40,647.55 252,762.00
2016 220,312.20 32,449.80 252,762.00
2017-202} 713,352.89 44.932.89 758.285.78
$ 173593035 S 286,16543 $ 202209578

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 annual 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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The following is = schedule cof the future minimum lease payments under the capital lease, and the present
value of the net minimum lease payments at December 31, 2011:

Amortization of this loan is as follows:

Year Principal Interest Total
2012 $ 40.448.60 S 1,322.67 $ 41,771.27
$ 40,448.60 $ 1,322.67 S 4],771.27

Notes Pavable — 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 pavment in the amount of $36,746.85, seventy-two quarterly payments of $44,164.58 and one
final installment in the amount of $44,164.63 commencing on the first day of the third month after the month
of the date of cominencing 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
2012 $ 126,830.70 $ 49,827.62 $ 176,658.32
2013 132,111.26 44,547.16 176,658.42
201a 137,611.68 39,046.64 176,658.42
2015 143,341.09 33,317.23 176,658.42
2016 149,309.05 27,349.27 176,658.32
2017-2021 573.,261.33 45.042.84 618,304.17
$.1,262,465.11 $ 239,130.76 $ 1,501,595.87

Notes Pavable — Georgia Environmental Facilities Authority —To finance the construction of a Sewage Lift
Station. Total amcunt of loan approved is $1,906,936.60. Principal and interest 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 commenc:ig 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 August |, 2009. The
note bears interest at 4.12% per annum.

Amortization of this loan is as follows:

. Year : Principal Interest Total

2012 S 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
2016 81,648.53 58,470.67 140,119.20
2017-2021 462,750.23 237,845.77 700,596.00
2022-2026 568,388.73 132,207.27 700,596.00
2027-2029 343,172.84 24419.16 367.592.00

S L751016.79 S 718,363.2) S 2,469,380.00
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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, 2010 $ 168,926
New Debt .
Debt Retired (61.319)
Payable December 31, 2011 $ 107,606
Governmental Type Activities
USDA , USDA
Fire Equip. Police Cars Total
2012 g  7,85291 $ 1747408 $ 2532699
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 33,408.19 91,000.00 $ 107,606.19
Less:
Payable within
one year 7.852.91 17.474.08 25,326.99
Total Due after
one year $ 2555528 $ 5672392 S 82,279.20

The amount of interest expense for the year in the General Fund was $ 6,660.

Notes Payable - USDA_ On April 28, 2010 the city cntered into a loan to finance the purchase of a “Jaws of
Life” apparatus and a Cascade Recharge System 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 until paid.
The note bears interest at 4.125% per annum.

Amortization of this loan is as follows:

Year Principal Interest Total
2012 $ 7,852.91 $ 1,378.09 5 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
$ 33,408.19 $ 351476 $ 36,922.95
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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 n 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 tius loan is as follows:

Yecar ) Principal Interest Total
2012 S 17,474.08 S 296792 S 20,442.00
2013 18,173.04 2,268.96 20,442.00
2014 18,899.96 1,542.04 20,442.00
2015 19.650.92 786.04 20,436.96

S 74,198.00 $  1,564.96 $ 81,762,96

NOTE 8 - EMPLOYEE RETIREMENT PLAN
PLAN DESCRIPTION

The City, by ordinance, on August I, 1972, cstablished a retirement plan for its employees to be funded
through the Georgia Municipal Employees Benefit System (GMEBS), an agent, multiple-employer type
defined benefit 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 held 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 1, 2010.

Employees are not required to contribute 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.

The City’s plan, City of Coraclia Retirement Plan, provides retirement and death and disability benefits for all
employees that hove 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 * actuarial accrued liability” 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 1o help
users assess the funding status of the plan on a going concern basis, and assess progress made in accumulating
sufficicnt assets to pay benefits when due. The measure is the actuarial value of credited projested benefits
and is independent of the funding method used to determine contributions to the plan.



CITY OF CORNELIA, GEORGIA
NOTES TO THE FINANCIAL STATEMENTS
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NOTE 8 - (Continued)

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

Significant actuarial assumptions used fo 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 attributed 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 actuarial 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 wkich 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 liability
is being amortized as a level percentage of projected payrolls on a closed basis. The recommended
contribution under the policy for 2011 is as follows:

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
GMEBS Board of Trustees has adopted an actuarial funding policy which requires a different funding level
than the estimated minimum annual contribution to minimize fluctuations in annual contribution amounts and
to accumulate sufficient funds to secure benefits under the plan. 1f 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 1 each year.
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 $225,508 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, 2011 was $3,077,346. Total covered payroll was $2,512,128.



NOTE 8 - (Continued)

Fiscal
Year

Beginning

12-31-02
12-31-03
12-31-04
12-31-05
12-31-06
12-31-07
12-31-08
12-31-09
12-31-10
12-31-11

"Fiscal
Year

Ending

1-2003
1-2004
1-2005
1-2006
9-1-2007
9-1-2008
5-01-2009 .
07-01-2010
7-01-2011

g-
0.
9-
9-
9-

Actuarial Actuarial Accrued
Value of Liability (AAL)

Assets

(a)

1-2002 2,335,814

2,414,328
2,516,241
2,623,033
2,745,425
2,883,068
2,962,713
1,965,104
2,577,749
2,754,487

* Not less than zero.

CITY OF CORNELIA, GEORGIA
NOTES TO THE FINANCIAL STATEMENTS

DECEMBER 31, 2011

Ten Year Trend Information for
The City of Cornelia Retirement Plan

Annual
Pension
Cost (APC)
S 59,721
64,268
72,381
94,226
75,156
93,968
107,863
261,993
225,308
230,404

Required Supplementary Information for

Percentage
of APC

" Contributed

100.%
100.%
100.%
100.%
100.%
100.%
100.%
100.%
100.%
100.%

The City of Cornelia Retirement Plan
Analysis of Funding Progress

Projected Unit
Credit
(b)
1,997,848
2,044,510
2,176,872
2,309,974
2,370,931
2,600,960
2,811,853
3,014,387
3,184,599
3,312,080

"Funded

Ratio
(a/b)
117.0%
118.0%
116.0%
114.0%
115.8%
110.85%
105.39%
65.19%
80.94%
83.16%

Unfunded
AAL
{(UALL)
(b-a)
(337,966)
(369,818)
(339,369)
(313,059)
(374,494)
(282,108)
" (150,860)
1,049,283
606,850
557,593

Net

Pension
Obligation

SOOODOOOOoOC

UAAL asa

Covered Percentage of
Payroll Covered Payroll

(c)
1,572,092
1,446,042
1,541,415
1,622,306
1,419,315
1,808,973
2,210,869
2,431,103
2,237,334
2,512,128

{(b-a)/c)*
0.0%
0.0%
0.0%
0.0%
0.0%
0.0%
0.0%

43.16%
27.12%
22.20%

Effect of plan changes on the actuarial accrued liability of any current-year changes in assumption or
benefit provisions is:

. The plan provisior 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 cont-ibution requirement for the preceding year.
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NOTE 9 - 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 counse! that an adverse resolution on all of these matters
would not have a material effect on the financial condition of the government.

NOTE 10- 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 2011 were $ 3,960,821.

NOTE 11 - 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 settlement 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 applicable deductible for the prior year or the current 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, 2011. No provisions have been made in the financial statements for the year ended December
31, 2011 for any estimate of unpaid claims.

The city has elected to be a member of the Georgia Municipal Association of Worker’s Compensation Self-
Insurance Fund (GMAWCSIF), 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 upon 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 12- GEORGIA MOUNTAIN REGIONAL COMMISSION

The City of Cornelia , in conjunction with cities and counties in the Northeast Georgia area, is a membt.ar.of ghe
Georgia Mountains Commission. Membership in an Regional Commission is automatic for each municipality
and county in the state. The official Code of Georgia Section 50-8-34 (Georgia Planning Act of 1989)



CITY OF CORNELIA, GEORGIA
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2011

NOTE 12 — (Continued)

provides for the organizational structure of the Commissions. Each county and municipality in the state is
required by law to pay minimum annual dues to the Commission During its year ended December 31, 2011,
the City paid $4,253 in such dues. The Commission Board memhership includes the chief elected official of
each county and the chief clected 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 Commission
1310 W. Ridge Road
Gainesville, Georgia 3050!

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

NOTE 13 - HOTEL MOTEL TAX

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. [n addition, 50% of the amount assessed over 5% must
also be expended of promotion of tourism and trade.

Amount
Collections $ 197,469
Habersham Chamber of Commerce 45,623
Tourism and Promotion Expenditures 39,289
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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 8
BUDGETARY COMPARISON SCHEDULE
GENERAL FUND
FOR THE YEAR ENDED DECEMBER 31, 2011
BUDGET VARIANCE
ORIGINAL AS FROM
BUDGET AMENDED ACTUAL AMENDED
REVENUES
l'axcs
Propeﬂj/ $ 1,314,908 $ 1,314,908 $ 1,469,764 3 154,856
Franchise 420,000 420,000 475,396 55,396
Beer and Wine 136,000 156,000 125,811 (10,189)
[nsurance Premium 210,000 210,000 195,121 (14,879)
License and Permits 155,000 155,000 152,759 (2,241)
Charges for Services 645,000 645,000 604,237 (40,763)
Fines and Forfeitures 320,000 320,000 198,544 (121,456)
Interest Income 6,000 6,000 1,171 (4,829)
Inlcrgovermpcntal 8,000 8,000 14,094 6,094
Grants 115,000 115,000 44,592 (70,408)
Donation . 0 0 0
-Miscelianeous 21,200 21,200 57,955 36,755
TOTAL REVENUE 3,351,108 3,351,108 3,339,444 (11,664)
EXPENDITURES
Current:
_General Government 167,600 190,999 117,046 73,953
- Better Hometown 49,612 49,612 39,121 10,491
City Manager 248,918 239,319 216,090 23,229
Human Resources 101,832 101,532 87,349 14,183
~Police Department 1,383,949 1,377,949 1,281,893 96,056
.. Eire Departiment 718,351 718,351 704,645 13,706
Streets and Sanitation 515,573 515,573 456,109 59,464
Public Buildings 317,610 310,110 293,055 17,055
Recreation Department 263,898 263,898 194,516 69,382
- Planning Department 208,500 215,834 202,060 13,774
Cemmunity Development 78,763 71,429 65,889 5,540
Maintenance and Mechanical 177,502 177,502 145,120 32,382
Debt Service ‘
Principal Retirement 62,000 62,000 61,319 681
Interest an¢ Fiscal Charges 7,000 7,000 6,660 340
TOTAL EXPENDITURES 4,301,108 4,301,108 3,870,872 T 430,236
EXCESS (DEFICIENCY) OF REVENLIES
OVER (UNDER) EXPENDITURES {950,000) (950.000) (531,428) 418,572
OTHER FINANCING SOURCES (USES)
Prior Ycar Fund Balance ) - .
Interfund Transfers 950,000 950,000 771,949 (178,051)
Proceeds from Debt
TOTAL OTHER FINANCING SOURCES (USES) 950,000 950,000 771,949 ___(178,051)
EXCESS (DEFICIENCY) OF REVENUES AND OTHER
SOURCES (USES) OVER (UNDER) EXPENDITURES - - 240,521 . 240,521
FUND BALANCE - BEGINNING OF YEAR 2,410,823
FUND BALANCE - END OF YEAR S 2,551.344
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CITY OF CORNELIA, GEORGIA
NOTES TO REQUIRED SUPPLEMENTARY INFORMATION
ON BUDGETARY ACCOUNTING AND CONTROL
YEAR ENDED DECEMBER 31, 201 |

BUDGETARY ACCOUNTING AND CONTROL

The City Commission annually adopts budgets for the General Fund of the Primary Govemnment. 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 Cornelia.
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OTHER SUPPLEMENTARY INFORMATION
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CITY OF CORNELIA, GEORGIA SCHEDULE 2
COMBINING STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCES
NONMAIJOR GOVERNMENTAL FUNDS
FOR THE YEAR ENDED DECEMBER 31, 2011

HOTEL/
SKATE PET BETTER MOTEL
REVENUES PARK FRIENDS HOMETOWN TAX TOTAL
Hotel/Motel Tax $ b 3 3 197,469 $ 197,469
Donations - 1,530 6,009 7,539
Intercst - - 1 75 76
TOTAL REVENUE - 1,530 6,010 197,544 205,084
EXPENDITURES
Tourism and Promotion - - 17,399 84,912 102,311
Supplies ‘ - 750 7,847 40
TOTAL EXPENDITURES - 750 17,399 92,759 110,908
EXCESS -DEFICIENCY REVENUES
OVER EXPENDITURES - 780 (11,389) 104,785 94,176
OTHER FINANCING SOURCES(USES)
Operating Transfers In(Out)
General Fund - - 3,089 (75,038) (71,949)
EXCESS (DEFICIENCY) OF REVENUES
AND OTHER FINANCING SOURCES
OVER (UNDER) EXPENDITURES .
AND OTHER FINANCING USES - 780 (8,300) 29,747 22,227
FUND BALANCES BEGINNING OF YEAR 13,351 807 13,326 19,133 46,617
FUND BALANCES END OF YEAR 3 13,351 h) 1,587 $ 5,026 3 48,880 $ 68,844
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CITY OF CORNELIA, GEORGIA

SUPPLEMENTARY INFORMATION

SCHEDULE 3

SCHEDULE OF PROJECTS CONSTRUCTED WITH SPECIAL PURPOSE LOCAL OPTION SALES TAX
FOR THE YEAR ENDED DECEMBER 31, 2011

Habersham County, Georgia Splost V

Water

Sewer

Public Safety
Roads and Bridges
Public Facilities
Recreation

Original Estimated
Costs

S 1,146,719
1,000,000
400,000
378,477
256,000
100,000

$ 3,281,196
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Expenditures
Prior Current
Years Year Total
150,541 S - $ 150,541
700,000 - 700,000
- 438,548 438,548
10,000 186,465 196,465
25,000 - 25,000
$ 625013 S

885,541

1,510,554
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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 20, 2012

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 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, 2011, which collectively
comprise the City’s basic financial statements and have issued our report dated June 20, 2012. We conducted
our audit in accordance with auditing 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
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct
misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in
internal control such that there is a reasonable possibility that a material misstatement of the entity’s financial
statements will not be prevented, or detected and corrected on a timely basis.

Our consideration of internal control over financial reporting was for the limited purpose described in the ﬁl.'St
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 reporting that we consider to be material weaknesses, as defined
above.
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Comp'liance and Other Maners

As part of obtaining reasonable assurance about whether City of Cornelia, 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 cbjective 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 reguired to be reported under
Government Auditing Standards. .

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.

bvww -*-'(.m, Le o

Duncan & Kitchens, LLC
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