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CERTIFIED PUBLIC ACOOUNTANTS ~

142 River Ferrace - Ellijay, GA 30540 Phone: 706-276-3700 Fax: 706-276-3710 www.ellijaycpa.com

INDEPENDENT AUDITOR’S REPORT

To the Gilmer County Board of Commissicners
Gilmer County, Georgia

We have audited the accompanying financial statements of the governmental activities, the
aggregate discretely presented component units, each major fund, and the aggregate remaining
fund information of Gilmer County, Georgia, as of and for the year ended December 31, 2007,
which collectively comprise the County’s basic financial statements as listed in the table of
contents. These financial statements are the responsibility of Gilmer County, Georgia's
management. Our responsibility is to express opinions on these financial statements based on
our audit. We did not audit the financial statements of the component unit, Gilmer County
Department of Public Health, which represents 1.11 percent of the assets and 20.0 percent of the
revenues of the aggregate discretely presented component units. Those financial statements, as
of June 30, 2007, were audited by other auditors whose report has been fumished fo us, and our
opinion, insofar as it relates to the amounts included for the Gilmer County Department of Public
Health, is based on the report of the other auditors.

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 Govemment
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 financial statement presentation. We believe that
our audit and the report of other auditors provide a reasonable basis for our opinions.

in our opinion, based on our audit and the report of other auditors, the financial statements
referred to above present fairy, in all material respects, the respective financial position of the
governmental activities, the aggregate discretely presented component units, each major fund,
and the aggregate remaining fund information of the Gilmer County, Georgia as of December 31,
2007, and the respective changes in financial position 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
27, 2008 on our consideration of the Gilmer County, Georgia's internal control over financial
reporting and on our tests of its compliance with certain provisions of laws, regulations, contracts,
and grant agreements and other maftters. The purpose of that report is to describe the scope of
our testing of the internal control over financial reporting and compliance and the results of that
testing, and not to provide an opinion on internal confrol over financial reporting or on compliance.

That report is an integral part of an audit performed in accordance with Government Auditing
Standards and should be considered in assessing the results of our audit.

The management’s discussion and analysis and budgetary comparison information on pages 5
through 9 and 38 through 39, are not a required part of the basic financial statements but are
supplementary information required by accounting principles generally accepted in the United
States of America. We have applied certain limited procedures, which consisted principally of
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The CPA. Never Underestimate the Value.®



inquires 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 Gilmer County, Georgia’s basic financial statements. The
supplementary schedules listed in the table of contents and the Special Loca! Opfion Sales Tax
Schedule are presented for purposes of additional analysis and are not a required part of the
basic financial statements. The accompanying schedule of expenditures of federali awards is
presented for purposes of additional analysis as required by U. S. Office of Management and
Budget Circular A-133, Audifs of States, Local Governments, and Non-Profit Organizations, and
is not a required part of the basic financial statements of Gilmer County, Georgia. Such
information has been subjected to the auditing procedures applied in the audit of the basic
financial statements and, in our opinion, are fairly stated in all material respects in relation to the
basic financial statements taken as a whole.

A & Prsacet-

llijay, Georgia
June 27, 2008
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GILMER COUNTY, GEORGIA

MANAGEMENT’S DISCUSSION AND ANALYSIS
December 31, 2007

Our discussjon and analysis of Gilmer County’s financial performance provides an overview of the County’s
financial activities for the fiscal year ended December 31, 2007.

USING THE DECEMBER 31, 2007 AUDIT

The audit of Gilmer County, Georgia for the fiscal year ended December 31, 2007 consists of a series of
financial statements. The Statement of Net Assets and the Statement of Activities (on pages !f and/2) provide
information about the activities of the County as a whole. The Fund financial statements begin on pageld.
These statements provide a more detailed view of the governmental activities of the County and explain how
these services were financed in the short term as well as what remains for future spending.

Users should take into account that Gilmer County, Georgia changed the reporting year end from
March 31 to December 31 in fiscal year 2006. As a result, comparing the prior year financial statements for the
fiscal year April 1, 2006 to December 31, 2006 are based on nine months of activities and the statements for the
December 31, 2007 fiscal year are based on twelve months of activities.

REPORTING THE COUNTY AS A WHOLE

The Statement of Net Assets and Statement of Activities include all the County’s assets and liabilities
using the accrual basis of accounting, which is similar to the accounting method used by most private-sector
companies. All the fiscal year revenue and expenses are taken into account regardless of when cash is received

or paid.

For purposes of implementing GASB 34, Gilmer County is considered a phase II government. The
County retroactively added infrastructure, such as roads, rights of way, bridges and other similar type items in
the December 31, 2006 financial statements. ‘

REPORTING THE COUNTY’S FUNDS

The Fund Financial statements provide detailed information about the most significant funds. Some
funds are required to be established by State law or by bond covenants. The County establishes and maintains
many other funds to help control and manage money for particular purposes, or to show that it is meeting legal
responsibilities for using certain taxes, grants, and other money.



THE COUNTY AS A WHOLE

Condensed Statement of Net Assets

Table 1 below presents the County’s condensed Statement of Net Assets as of December 31, 2007 as it

compares to the previous fiscal year. The County does not maintain any business-type activities therefore, only
governmental activities are presented.

Table 1: Condensed Statement of Net Assets

Governmental Governmental
Activities Activities
Nine Months Ended FYE
December 31, 2006 December 31, 2007
Assets
Current and other Assets $30,764,000 $50,660,211
Capital Assets $45,201.215 $60.305.968
Total Assets $75,965,215 $110,966,179
Liabilities
Other Liabilities $ 3,371,855 $ 3,365,817
Long-Term Liabilities $23.569.905 $55.007.639
Total Liabilities $26,941,760 $58,373.456
Net Assets
Invested in Capital Assets,

Net of related debt $ 22,159,404 $ 7,358,468
Restricted $ 23,726,661 $42.854,130
Unrestricted $ 3.137.390 $ 2,380,125

Total Net Assets $ 49,023.455 $52.592,723
Total Liabilities and Net Assets $ 75,965,215 $110,966,179

The County uses its capital assets to provide services to the citizens and businesses in the County,
consequently, these net assets are not available for future spending,

Restricted net assets are resources that are restricted in their use. The majority of restricted assets

represent funds to construct a new Courthouse and Library, as well as capital projects outlined in the County’s
General Obligation Bond Capital Improvement Plan.



Condensed Statement of Activities

Table 2 below presents the County’s condensed Statement of Activities for the fiscal year ended
December 31, 2007 as compared to the previous, nine-month fiscal year. This table also presents only

governmental activities of the County.

Table 2: Condensed Statement of Activities

Governmenial
Activities
Nine Months Ended *
December 31, 2006
Revenues:
Program Revenues:
Charges for services $ 2,514,296
Operating grants & contributions $ 161,374
Capital grants & contributions $ 427311
General Revenues:;
Property taxes $ 7,520,942
Other taxes $ 7,886,296
Other revenues $ 1.147.590
Total Revenues $19,657,809
Expenses:

General government $ 2,152,969
Judicial $ 1,419,459
Public safety $ 6,383,588
Public works $ 3,381,710
Health and welfare $ 229116
Culture and recreation $ 607,393
Housing and development $ 618,810
Interest on long-term debt $ 821221
Total Expenses $15,614,266

Increase (decrease) in net assets
Before gain (loss) and transfers $ 4,043,543
Beginning net assets $22.247 846
Prior Year Adjustment $22,732,066
Ending net assets 349,023,455

Governmental
Activities
FYE

December 31, 2007

$2,886,881
$ 312,921
$1,417,385

$8,793,923
$9,937,540
$2,562,842

$25,911,492

$3,542,495
$2,099,495
$9,073,534
$3.475,637
$ 313,215
$ 883,061
$ 891,689
$2,137.336

$22,416,462

$ 3,495,030

$49,023,455
$ 74,238

$52,592.723



During the fiscal year ending December 31, 2007 the net assets of Gilmer County’s governmental

activities increased $3,569,268. Revenues increased 31.8% over the previous fiscal year and expenditures
increased 43.56%.

Approximately 34% of the County’s revenue came from property taxes, 38% came from other taxes and
revenues, and the balance of 28% came from charges for services, grants and other sources.

The County’s expenses cover a wide range of services with 40% allotted to public safety, 16% to public
works, 16% to general government services, and the remaining 28% to judicial, health and welfare, parks and
recreation and other programs,

THE CQUNTY’S FUNDS

The governmental funds statements provide information on inflows, outflows and ending fund balance
resources available for spending. This information is useful in determining the County’s financing
requirements. The unreserved, undesignated fund balance serves as a useful measure of the County’s net
resources available for spending at the end of the fiscal year.

As of December 31, 2007, the County’s governmental funds reported a combined ending fund balance
of $45,658,258, of which $2,408,555 is unreserved fund balance and the remaining amount of $43,251,703 is
reserved for specific purposes.

The General Fund - the operating fund of the County — had a net decrease in unreserved fund balance of
$1,042,146 due to increased departmental spending. -



CAPITAL ASSET AND LONG-TERM DEBT ACTIVITY

At December 31, 2007, Gilmer County reported $60,306,107 in capital assets for governmental
activities. Refer to Note & to the financial statements for additional information on capital assets.

At December 31, 2007, long-term debt was $55,007,639 compared to $23,569,905 at December 31,
2006. This amount includes repayment of capital lease through the Gilmer County Building Authority for the

- construction of a new Courthouse and Library, repayment of $30 million General Obligation bond issue for

infrastructure and capital improvements, as well as other capital leases for vehicles and equipment.

BUDGETARY COMPARISONS

The County’s expenditures exceeded the appropriated amounts. This is the result of unexpected
expenditures that were funded with revenues exceeding budgeted amounts.

CONCLUSION

This financial report is designed to provide our citizens, taxpayers, customers and creditors with a
general overview of the County’s financial condition and to show the County’s accountability for the money it
receives. If you have questions concerning this report or need additional financial information, please contact
Gilmer County Board of Commissioners at 1 Broad Street, Ellijay, Georgia 30540.

Separately issued financial statements may be obtained for the Gilmer County Department of Public Health
which is shown as a component unit of Gilmer County at the following address:

Georgia Department of Human Resources
Northwest Health District

111 Bryant Crossing, Suite AA

Dalton, Georgia 30720

Separately issued financial statements may be obtained for the Ellijay-Gilmer County Water and Sewerage
Authority, which is shown as a component unit of Gilmer County at the following address:

Ellijay ~ Gilmer County Water and Sewerage Authority
1023 Progress Road
- Ellijay, Georgia 30540
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Curment assets:
Cash
Restricted cash
Resiricted certificates of depoalts
Taxes recaivable
Accounts rcaivable
Due from other govemmants
inventories
Prapaid axpsnses
Total Current Assets
Non-Current Assets.
Cther assets
Investmants
Capital Assets:
Nendepreciable capital assets
Dapraciable capital asaets, net
Tota! Capitai Assats
Total Non-Current Asseta
Total Assets

Liabilities and Net Assets
Accounts payable and accried axpensas
Due to other governments
Deferred revanues

Long-term ligbilities:
Unamortized bond premium, nat

Due within one year:
Bonds, capital l[sases and contracts
Accrued Interest
Dua in more than one year:
Bonds, capfial leases and contracts
Compensated absences
Total Liabiiities

Net Assats: )

Investad in capital assets, net of related debt
Restricted for:

Capital projects

Debt servics

Other purposas
Unmestricted

Total Net Assets

Total Liabitties and Net Assets

Primary Govemnment

GILMER COUNTY, GEORGIA
STATEMENT OF NET ASSETS

December 31, 2007

Component Units
Ellljay-Glimer County

: " Giimer CGounty indugtral
Governmental Department of Public Gilmsr County Water and Sewsrage Development
Activites Henith Authority Authority

s 1930749 $ 308088 $ S 3605217 8 13,912
36,005,089 - - 2,343,083 -

N - - 237,718
4,028,462 - - - R
102,612 2,815 - 809,440 .
1,388,983 16878 21,314,885 - -
- 3,980 - BT -
267.740 - - 80,158 .
43,922,515 406,720 21,314,068 7,284 382 13812
1,232,200 . . 225,658 .
5,505,487 169,507 - - .
13,202,601 . - 1,695,873 -
47,103,367 - - 20,314,768 -
50,305,868 - - 22,010,360 -
87,043,684 160,507 - 22,238,025 -
i 1109088178 § 575248 § 21314988  § 20520387 3 13,812
$ 3308387 % 12,070 3 - § 418,350 $ -
. 7,500 - . -

57,430 . - .

1,880,262 . . .
1,920,809 80,000 1,262,877 -
813,203 530,058 76,110 -
50,404,508 - 20,095,600 4,145,200 -
190,877 33,044 - . )
58,373,450 52,614 21,314,958 6,932 427 -
7,358 488 - . 16,672,402 .
41,510,578 - - 2,343,083 -
1,243,554 . - 237,716 -
- 108,704 - - -
2,380,128 325,838 - 4434779 13,912
... base27as = 622632 : 2aberese 13012
§£ . upeest7e £ S/6246 & . 21314008 S 20820387 213812

Tha notes to financial statements are an integral ban of this statement.

i1

EXHIBIT A1



Eunclions / Programs:
Primary govemnmant -
Governments! activities:
Genenal government
Judicial
Public safety
Public works
Health and weifare
Culturs and recraation
Housing and development
Interest on long-term dett
Total governmantal activities

Toted primary govemment

Component Units:
Departmant of Public Health
Ellljay-Glimer County Water and
Sawerage Authority
Industrial Davelopment Authority
Total component units

GILMER GOUNTY, GEORGIA
STATEMENT OF ACTIVITIES

For the Year Ended Decembar 34, 2007

EXHIBIT A-2

N Revenus and Cha in Nst Assets
ProgramRevenve = _Primary Govemment m f
Gilmer County Ellijay-Gilmer County Industrial
Charges for Cperating Grants Capital Grants Governmental Department of Gilmer County Water and Sewsrage Cevelopment
Expensas Sarvicey and Confibutions  and Contributions Aclivites Bubiic Health Authority Ayihority
] 3,542,485 ] 8,253 $ 181,241 H] - $ {3,355,001)
2,008,485 874,779 - 22878 {1,202,038)
9,073,534 1,083,545 91,593 . {7,918,393)
3,475,837 193,835 - 1,297,182 {1,984,820)
313216 80,424 40,087 - {102,707)
883,081 203,004 - . (479,968T)
801,889 455,151 - 97,625 (329,013)
2,137,338 - - - (2,137,338)
22,418 462 2,888,881 312 921 1,417,386 (17,799,275}
&.22418462 §_ 2866881 S 12,821 & 1417388 . {17.799,275)
$ 808,883 }H 426,274 3 373,800 H - 3 (8,720) ] - $ - 3 -
4,379,104 5,408,087 - - - - 1,028,963 .
1,817 - - - = -~ - (217D
$ 5189814 i 5834341 i 373,809 3 - (8,720) - 1,026,863 {1,817}
Ganeral revenuaa:
Taxes:
Properly taxes, levied for general purposes 8,793,023 - -
Insurance premium and other taxes 1,133,286 - - -
Sales tax 8,804,278 - - -
Unrastricted investmant eamings 2,238,153 - 111,504 .
Miscallaneous 324,609 - . R
Capital assat contributions from private developers - - 14,800 -
Total genéral revenues, special ems, and transfers 21,294,306 - - 128,404 -
Chang In net assets 3496030 (8.720) . 1,155,367 (1,817
Net assats, baginning of yeer 49,023,458 531,382 - 22,432,593 15,729
Prior period adjustments 74,238 : - - :
8. S2fgezaa & 5228l - I— S 2507860 el 2,212

Nat assets, end of year

The notes to financial statements are an Integre! part of this statement.

12
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GILMER COUNTY, GEORGIA

EXHIBIT A-3
BALANCE SHEET
GOVERNMENTAL FUNDS
December 31, 2007
Non-major Tolal
Governmental Govemnmenial
General Fund SPLOST 2003 SPLOST 2001 Debi Service Funds Funds
Assets
Cash and cash equivalents $ 1,939,745 $ - $ - . % - $ - $ 1939749
Restricled cash 4,724 735 3,126,600 28,012,831 140,024 36,005,080
Investments 5,505,487 - - - 5,505,487
Taxes receivable, net 2,844 220 - - 2,544,220
Due from other governments 592625 589,839 215,011 - - 1,397 475
Due from other funds (1,843,493) {19,249) 1,558,224 319,900 (10,481) -
Other recaivables 1.074,855 - - 283,386 1,368,241
Prepaid expenses 367.741 - 367,741
Total Assets $_4,970697 $ 10,800,812 $ 4899835 $ 28332830 $ 423829 $ 49428003
Liabities and Fund Balances
Liabilitles:
Accounds payable $ 385915 $ 816,521 $ 2,225 $ 125,934 $ 56,034 $ 1387629
Intergovernmental payable - - - 26439 26439
Deferrad revenye 1,073,403 - 18,775 1,002,178
Cther payables 1102824 100,000 - 10,251 50,424 1263498
Total Liabllities 2 142 916,521 2,225 137,185 151,672 3,769 745
Fund Balances:
Reserved for:
Capital projects 9,884 261 4,897,610 28,195,645 - 42,077,546
Other purposes - - - 272157 272,157
Unresernved 2,408,555 - . _ _ 2,408,555
Total Fund Balances 2,408,555 0,884,291 4,897 610 28,195,645 272,157 45 658,258
Total Liabilities and Fund Balances  $ 4,970.607 $ 10800812 4 868,835 $ 28332830 $ 423829 $ 49,428,003

The notes to financial statements are an infegral part of this statement.

14




GILMER COUNTY, GEORGIA
RECONCILIATION OF THE GOVERNMENTAL FUNDS
BALANCE SHEET TO THE STATEMENT OF NET ASSETS
December 31, 2007

Total fund balances, governmental funds

Amounts reported for governmental activities in the Statement of Net
Assets are different because:

Capital assets used in governmental activities are not current financial
resources and, therefore, are not reported in this fund financial
statement, but are reported in the governmental activities of the
Statement of Net Assets (Capital assets of $71,045,944 less
accumulated depreciation $11,538,837).

Bond issuance costs/premiums are not current financial
resources/sacrifices and therefore not reported in the fund financial
statements, but are reported in the governmental activities of the
Statement of Net Assets (Unamortized bond issuance cost and
premium are $1,232,209 and $1,860,401, respectively).

Some liabilities, (such as notes payable, capital lease confracts
payable, accrued interest payable, long-term compensated absences,
postclosure care costs, and bonds payable), are not due and payable in
the cumrent period and are not included in the fund financial statement,
but are included in the governmental activities of the Statement of Net
Assets (Principat repayments due on long-term debt of $53,014,297,
accrued interest payable of $613,203 accrued compensated absences
of $199,877 and postclosure care costs of $630,520).

Property taxes receivable levied for the current and prior years and not
collected within sixty days of year-end are not available soon enough to
pay for the current period's expenditures, and, therefore, are reported
as deferred revenue in the funds (Deferred property tax revenues of
$1,034,747).

Net Assets of Governmental Activities in the Statement of Net Assets

The notes to financial statements are an integral part of this statement.
15
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EXHIBIT A-4

45,658,258

60,306,107

(628,192)

(53,778,197)

1,034,747

$

52,502,723

————



GILMER COUNTY, GEORGIA EXHIBIT A5
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES
GOVERNMENTAL FUNDS
For the Year Ended December 31, 2007

Govemmental Goverxnental
General Fund SPLOST 2003 SPLOST 2001 Debt Service Funds Funds
Revenues: .
Taxes - $ 13,500,183 $ 3618310 $ 1338648 s - § 152,501 $ 18,700,653
Licenses and penmits 468,781 . - - - - 468,781
Intergovernmental 719,032 885,051 1,584,083
Charges for services 1,192,817 393,900 1,566,817
Fines and forfeitures. 917,679 - - - - 917,678
Interesl income: 115,304 741,666 131,580 1,230,235 15,362 2,238,153
Misceflaneous 236,744 - - - 1,550 238,204
Totat Ravenues 17,244,637 4,360,976 1,470,238 1,230,236 1,428,374 25,734 460
Expenditures:
Curmrent:
General governenent 2,929,068 22,384 - - - 2,951,452
Judicial 2,092,662 - - - - 2,002,062
Public safety 8.028933 - - - 393,900 8,422,842
i Pubiic works 2182839 650,261 2226 52,545 - 2896871
Health and weifare 297,185 - - - - 297,195
Culture and recreation 762,348 - - - - 13,8582 776,230
Housing and development 750,333 - - - 108,722 857,055
Dbt sarvice:
Principal 488,127 660,000 - - . 1148427
Inlerest and other charges 125,938 963,910 - 1,516,847 - 2,806,695
Capital ouflay 1,276,997 11,643,285 666,824 2,889,055 753,999 17,030,160
Total Expenditures. 18,034,740 13,548,840 669,050 4,258 K47 1,268,512 30,079,589
Excess {deficiency) of revenues over
expenditures {1,680,103) (9,587 864) 801,188 (3,028,212 159 862 (13,345.129)
Other Financing Sources (Uses):
Contributions from private sources 6,000 - - 6,000
Proceeds from dedi issuance - 30,000,000 - 30,000,000
Premium from debt issuance - 1,223 857 - 1,223 857
Proceeds from capital leases 506,168 - 596,163
Proceads from disposal of capital assets - -
Transfers in . 45,769 - - - - 45,788
Transfers out - - - - {45.789) (45.789)
Total other fnancing sources and
uses 647,957 - - 31 223857 [45.789) 31,826,026
Net change in fund balances (1,042,148) (6,587 854) 801,188 28,195,645 114,073 18,450,896
Fund balances, heginning of year 3,450,701 15,472,155 4,096 422 - 158,084 27177362
Prior period adjustments - - - - ot =
Fund balances, end of year $ 2,408,555 $_6.884,291 $_ 4697610 $ 28,195 645 $ nqn.._mq §_45658258

The notes 1o financial statements are an integral part of this statement. 16



GILMER COUNTY, GEORGIA EXHIBIT A6
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND
BALANCES OF GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES
For the Year Ended December 31, 2006

Net change in fund balances - total governmental funds: $ 18,480,896

Amounts reported for Governmental Activities in the Statement of Activities are
different because;

Govemmental funds report outlays for capital assets as expenditures because

such outlays use current financial resources. In contrast, the Statement of

Activities reports only a portion of the outlay as expense. The outlay is

allocated over the assets' estimated useful lives as depreciation expense for

the period. This is the amount by which capital outlays of $17,030,160

exceeded depreciation of $1,925,268 in the cument period. 15,104,892

Revenues in the staterment of activities that do not provide current financial
resources are not reporied as revenues in the funds. 172,620

Governmental funds report bond proceeds as cument financial resources. In

contrast, the Staternent of Activities treats such issuance of debt as a liability.

Governmental funds report repayment of bond principal as an expenditure. In

contrast, the Statement of Activities treats such repayments as a reduction in

long-term liabilities. This is the amount of repayments (Proceeds from the

issuance of debf of $31,102,965 less repayments of $1,148,127). {29,954 ,838)

Some expenses reported in the statement of activities do not require the use of
current financial resources and these are not reported as expenditures in
governmental funds: -

Bond issuance costs {64,121)
Post-clasure costs 21672
Accrued interest payable {248,212)
Accrued compensated absences {17,879)
Change in net assets of govemmental activities $ 3,495,030

The notes o financial stalements are an integral part of this statement.
17



Assets
Cash and cash equivalents
Restricted cash

Total Assets

Liabilities
Due to others
Total Liabilities

GILMER COUNTY, GEORGIA
STATEMENT OF FIDUCIARY ASSETS AND LIABILITIES
FIDUCIARY FUNDS
Decemer 31, 2006

Agency Funds

$ 8,723,920
1,276,864

$ 10,000,584

$ 10,000,584
$ 10,000,584

The notes to financial statements are an intogral part of this satement.
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1.

GILMER COUNTY, GEORGIA
NOTES TO FINANCIAL STATEMENTS
December 31, 2007

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:

The accounting policies of the Giimer County, Georgia conform to generally accepted accounting principles as
applicable to govermments. The Govemmental Accounting Standards Board (GASB) Is responsible for
establishing GAAP for state and local government through its pronouncements. The Proprietary funds apply
Financial Accounting Standards Board (FASB) pronouncements and Accounting 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. The more significant accounting policies established in GAAP
and used by the County are described below.

A. THE REPORTING ENTITY

In evaluating how to define the County's reporting entity for financial reporting purposes, management has
considered all potential component units. The decision to include a potential component unit in the reporting
entity was made by applying the critetia set forth in GAAP under Govemnmental Accounting Standards
Board's Statement No. 14, “The Financial Reporting Entity." The financiat statements of component units
have been included either as blended or discretely presented component units. Blended component units,
although legally separate entities are in substance, part of the County’s operations and so financial data from
these units are combined with the financial data of the primary government. The basic, but not the only,
criteria for including a potential component unit within the reporting entity, is financial accountability.
Financial accountability is defined as an appointment of a voting majority of the component unit's board and
either the ability to impose will by the primary government or the possibility that the component unit wiil
provide a financial benefit to or impose & financial burden on the primary government. The Gilmer County
Finance Corporation is considered a component unit of the County and is shown as blended with the primary
government. Agencies included as departments in the General Fund are not considered controlled by the
County. Therefore, expenditure amounts represent only County contributions to those entities or amounts
that the County is receiving as reimbursements. Revenues from the offices of other elected officials are
included in the General Fund. The Gilmer County Tax Commissioner disburses a portion of taxes collected
to the Giimer County Board of Education and the State of Georgia. However, these entities are not
considered controlled by the County and are excluded from the entity. The Development Authority is
considered a related organization.

Each discretely presented component unit is reporied in a separate column in the combined financial
statements. The Gilmer County Health Department, Gilmer County Industrial Development Authority, Ellijay-
Gilmer County Water and Sewerage Authority, and Gilmer County Building Authority are shown as discretely
presented component units. Discretely presented component units are shown in a separate column on the
combined financial statements to emphasize legal separation from the County.

The Giimer County Health Department provides health related services to the citizens of Gilmer County. The
County provides monthly supplements and pays a portion of operating costs directly. Complete financial
statements for the year ended June 30, 2007 of the individual component unit can be obtained directly from
their administrative office. The address for this administrative office is as follows:

Georgia Department of Health Resources
Northwest Heatth District

111 Bryant Crossing, Suite AA

Dalton, Georgia 30720

The Gilmer County Industrial Development Authority acts as a catalyst in the development and promotion of
trade, commerce, industry, and employment opportunities within Gilmer County. Information included herein
has been complied from the records of the Authority. Complete financial statements are not available.

Elijay-Gilmer County Water and Sewerage Authority ov.m_.mﬁmm a county-wide water and sewer system. The
"Water Authority's” board consists of five members with three being appointed by the County. Since the
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NOTES TO FINANCIAL STATEMENTS (continued)

County has a majority of appointments, the Water Authority is reported as a discretely presented component
unit of the County. The Water Authority is reported on & June 30, 2007 fiscal year. Complete financial
statements may be obtained from its administrative office by calling 706-276-2202. .

Gilmer County Building Authority was established on May 6, 2005 by H.B. 754 being signed into law. The
Authority is authorized to acquire, construct, equip, maintain, and operate certain projects, including buildings
and facilities for use by Gilmer County for its governmental, proprietary, and administrative functions; and for
other purposes. Separate financial statements are not available as of December 34, 2007.

There are several other related organizations for which the County appoints one or more of the Board of
Directors, but the organizations do not meet any other of the reporting entity criteria. They are as follows:

Aimport Advisory Board

Department of Family and Children Services
Highland Rivers Community Service Board

Public Library Board of Trustees

North Georgia Regional Development Center Board

B. BASIS OF PRESENTATION

The County’s basic financial statements consist of government-wide statements, including a statement of net

assets and a stalement of activities, and fund financial statements, which provide a more detailed level of
financial information.

GOVERNMENT-WIDE STATEMENTS

Government-wide financial statements (i.e., the statement of net assets and the statement of activities)
display information about the reporting government as a whole, except for its fiduciary activilies.
Governmental activities are supported by taxes and intergovernmental revenues. The primary govermment is
reported separately from certain tegally separate component units for which the primary govemment is
financially accountable.

The government-wide statement of activities presents a comparison between expenses, both direct and
indirect, and program revenues for each govemmental program. Direct expenses are those that are
specifically associated with a service, program or department and are therefore clearly identifiable to a
particular function. Indirect expenses for centralized services and administrative overhead are aflocated
among the programs and functions using a full cost allocation approach and are presented separately to
enhance comparahility of direct expenses between govemments that allocate direct expenses and those that
‘de not. Program revenues include charges paid by the recipients of the goods or services offered by the
programs and grants and contributions that are restricted to meeting the operational or capital requirements
of a particular program. Revenues which are not classified as program revenues are presented as general
revenues. The comparison of program revenues and expenses identifies the extent to which each program
is self-financing or draws from the general revenues of the County.

FUND FINANCIAL STATEMENTS

During the year, the County segregates {ransactions related to certain County functions and activities in
separate funds in order to aid financial management and to demonstrate legal compliance. Fund financial
statements are designed to present financial information of the County at this more detailed level. Fund

financial statements are provided for govemmental and fiduciary funds and include blended component
units.

Major individual governmentat funds are reported in separate columns with composite columns for non-major
funds. .

21



NOTES TO FINANCIAL STATEMENTS {continued)

The County uses funds to maintain its financial records during the year. The operations of each fund are
accounted for with a separate set of self-balancing accounts that comprise its assets, liabilities, fund equity,
revenues and expenditures or expenses, as appropriate. Government resources are allocated to and

accounted for in individual funds based upon the purposes for which they are to be spent and the means by
which spending activities are controlled.

GOVERNMENTAL FUNDS

Governmental funds are those which most governmental functions typically finance. Governmental fund
reporting focuses on the sources, uses, and balances of current financial resources. Expendable assets are
assigned to the various govemmental funds according to the purposes for which they may or may not be
used. Fund liabilities are assigned to the fund from which they will be liquidated.

The County reports the 3__o§=u major governmental funds:

General Fund — The General Fund accounts for all financial resources except those required to be
accounted for in another fund.

SPLOST 2003 Fund — This fund accounts for the special purpose sales tax revenues which are collected for
the purpose of capital projects.

SPLOST 2001 Fund — This fund accounts for the special purpose sales tax revenues which are coliected for
the purpose of capital projects.

Additionally the County reports the following governmental fund types:

Special Revenue Fund Types - Special Revenue Funds account for the proceeds of specific revenue
sources (other than special assessments, expendable trusts, or major capital projects) that are restricted to
expenditures for specified purposes. The County's E911 Fund, Hotel/Mote! Tax Fund, Confiscated Assets
Fund, and Muitiple Grant Fund are accounted for as Special Revenue Funds.

Capital Projects Fund Types — Capital Projects Funds account for the acquisition of capital assets or
construction of major capital projects not being financed by proprietary or nonexpendable trust funds. The
County's SPLOST 2001 and SPLOST 2003 funds are accounted for as Capital Projects Funds.

GASB 34 eliminates the presentation of Account Groups, but provides for these records to be maintained
and used fo account for capital assets and long-term Kabilities that are not refiected on the balance sheet of
govemmental type funds due to the current financial resources measurement focus that they use.

Governmental fund activities have been consolidated in the government-wide financial statements. Total
governmental funds have been combined with general fixed assets and long-term liabilities. The effect of
interfund activity has been removed from the government-wide financial statements. Due toffrom other
funds have been eliminated and operating transfers between funds have also been eliminated.

- 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, if applicable. Intemally dedicated resources are reported as mm:m_.m_ revenues rather
than as program revenues. Likewise, general revenues include all taxes.

FIDUCIARY FUNDS

Fiduciary fund reporting focuses on net assets. The County's fiduciary funds are Agency Funds. The
Agency funds are custedial in nature (assets equal liabilities) and do not involve measurements of results of
operations. Constitutional officers use these funds to temporarily hold assets. Revenues and expenditures
collected by the Tax Commissioner, Clerk of Superior Court, Judge of Probate Court, Sheriff's Department,
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NOTES TO FINANCIAL STATEMENTS (continued)

and Magistrate Court are accounted for in the General Fund to which the net revenues collected are
transfemred.

C. MEASUREMENT FOCUS AND BASIS OF ACCOUNTING

Govemment-wide Financial Statements — The government-wide financial statements are prepared using the
economic resources measurement focus. All assets and all liabilities associated with the operation of the

County are included on the statement of net assets. The statement of activities reports revenues and
expenses.

Fund Financiai Statements - All governmental funds are accounted for using a flow of current financial
resources measurement focus. With this measurement focus, only current assets and current liabilities
generally are included on the balance sheet. The statement of revenues, expenditures, and changes in fund
balances reports the sources (i.e., revenues and other financing sources) and uses (i.e., expenditures and
other financing uses) of cumrent financial resources. This approach differs from the manner in which the
governmental activities of the government-wide financial statements are prepared. Governmental fund
financial statements therefore include a reconcilement with brief explanations fo better identify the
relationship between the government-wide statements and the governmental fund statements.

Like the government-wide statements, all fiduciary fund types are accounted for on a flow of economic
resources measurement focus on both financial reporting levels. All assets and all liabilities associated with
the operation of these funds are included on the statements of net assets. The statements of changes in
furd net assets present increases (i.e., revenues) and decreases (i.e., expenses) in net total assets. The

statement of cash flows provides information about how the Counfy finances and meets the cash flow needs
of its proprietary activities.

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

D. BASIS OF ACCOUNTING

Basis of accounting determines when transactions are recorded in the financial records and reported on the
financial statements. Govemment-wide financial statements are prepared using the accrual basis of
accounting. At the fund reporting level, governmental funds use the modified accrual basis of accounting
and fiduciary funds use the accrual basis of accounting. Differences in the accrual and the modified accrual
basis of accounting arise in the recognition of revenue, the recording of deferred revenue, and in the
presentation of expenses versus expenditures.

Revenues — Exchange Transactions — Revenue resulting from exchange transactions, in which each party
gives and receives essentially equal value, is recorded on the accrual basis when the exchange takes place.
On the modified accrual basis, revenue is recorded when the exchange takes place and in the fiscal year in
which the resources are measurable and become available. Available means that the resources will be
collected within the current fiscal year or are expected to be collected soon enough thereafter to be used to
pay liabilities of the current fiscal year. For the County, the phrase *available for exchanged fransactions®
means expected to be received within fwelve months of year-end.

Revenues - Non-exchange Transactions — Non-exchange transactions include transactions in which the
County receives value without directly giving equal vaiue in return, include sales tax, property taxes, grants,
and donations. On the accrual basis, revenue from sales tax is recognized In the period in which the taxable
sale takes place. Revenue from property taxes is recognized in the fiscal year for which the taxes are levied.
Revenue from grants and donations is recognized in the fiscal year in which ali eligibility requirements have
been satisfied. Eligibility requirements include timing requirements, which specify the year when the
resources are required to be used or the year when use is first permitted; matching requirements, in which
the County must provide local resources to be used for a specified purpose; and expenditure requirements,
in which the resources are provided to the County on a reimbursement basis. On a modified accrual basis,
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NOTES TO FINANCIAL STATEMENTS (continued)

revenue from non-exchange transactions also must be available (i.e., coliected within 60 days} before it can
be recognized.

Under the modified accrual basis, the following revenue sources are considered to be susceptible to accrual:
property tax, sales tax, interest, and federal and state grants.

Deferred Revenue — Deferred revenue arises when assets are recognized before revenue recognition criteria
have been satisfied.

On governmental fund financial statements (i.e., on the modified accrual basis), receivables that will not be

collected within the available period have been reported as deferred revenue (i.e., they are measurable but
not available) rather than as revenue.

Property taxes receivable not collected within 60 days of year-end have been recorded as deferred revenue.

Grants and entitiements received before the eligibility requirements are met (e.g., cash advances) also are
recorded as deferred revenue.

Expenses/Expenditures — On the accrual basis of accounting, expenses are recognized at the time they are
incurred. On the modified accruat basis, expenditures generally are recognized in the accounting period in
which the related fund lability is incurred and due, if measurable.

E. CASH, CASH EQUIVALENTS, AND INVESTMENTS

Cash and cash equivalents include amounts in both interest-bearing and noninterest-bearing demand
deposits as well as short-term investments with a maturity date within three months of the date purchased.

Statutes authorize the County to invest in U.S. Govemment obligations, U.S. Govemment agency
cbligations, State of Georgia obligations, obligations of other counties, municipal corporations and political
subdivisions of the State of Georgia which are rated “AA" or better by Moody’s Investors Service, Inc.,
negotiable certificates of deposit issued by any bank or trust company organized under the laws of any state
of the United States of America or any national banking association, repurchase agreements when
cotlateralized by U. S. Govemnment or agency obligations, and pooled investment programs sponsored by
the State of Georgia for the investment of local government funds.

F. PROPERTY TAXES AND OTHER RECEIVABLES
All trade and property tax receivables are reported net of an allowance for uncollectible amounts.
The County is responsible for the assessment, collection, and apportionment of property taxes for all
jurisdictions including the schools and special districts within the County. Interest and late penalties are

added on the delinquent date. The total current levy for the 2007 property tax bills was $22,753,793. The
property tax calendar for the 2007 digest is as foliows:

Levy Date September 30, 2007
Due Date December 31, 2007
Delinquent Date January 1, 2008
Finance Charges Date January 31, 2008
Lien Date May 1, 2008

G. INVENTORIES
Inventories, consisting of expendable supplies not held for resale are valued at cost using the first-infirst-out

(FIFO) methed. The cost of inventory items is recorded as an expenditure in the governmental fund types
when consumed. Inventories of the proprietary funds are expensed when consumed.
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NOTES TO FINANCIAL STATEMENTS (continued)

H.

K.

PREPAID EXPENDITURES/EXPENSES

Expenditures for insurance and similar services that will benefit periods beyond December 31, 2007, are
recorded as prepaid items using the consumption method by recording an asset for the prepaid amount and
reflecting the expenditurefexpense in the period in which the items are consumed. At the fund reporting
level, an equal amount of fund balance is reserved as this amount is hot available for general appropriation.

CAPITAL ASSETS

General capital assets are those assets not specifically related to activities reported in the proprietary funds.
These assets generally result frorn expenditures in governmental funds. The County reports these assets in
the governmental activities column of the government-wide statement of net assets but does not report these
assets in the governmental fund financial statements.

All capital assets are capitalized at cost (or estimated historical cost) and updated for additions and
retirements during the year. Donated capital assets are recorded at their fair market values as of the date
received. The County maintains a capitalization threshold of five thousand and an estimated useful life in
excess of two years. The County's infrastructure consists of roads, bridges, sidewalks, and similar items.
Improvements to capital assets are capitalized. The County has reported infrastructure acquired prior to the
fiscal ysar ended after June 30, 1980. The costs of normal maintenance and repairs that do not add to the
value of the asset or materialty extend an asset's life are expensed. Interest incurred during the construction
of capital assets utilized by the enterprise fund is capitalized.

All reported capital assets are depreciated except for iand, right-of-ways, and construction in progress.
Improvements are depreciated over the remaining useful lives of the related capital assets. Usefu! lives for
infrastructure were estimated hased on the County's historical records of necessary improvements and
replacement. Depreciation is computed using the straight-line method over the following useful lives:

Govemmental Activities  Business-Type Activities

Description Estimated Lives Estimated Lives
Improvements other than buildings 20 years 20 years
Buildings 50 years 50 years
Machinery and equipment 3 -20 years 3 - 20 years
Infrastructure 30 years 30 years
Vehicles 2 - 15 years 2 - 15 years

At the inception of capital leases at the governmental fund reporting leve!, expenditures and an “other
financing source” of an equal amount are reported at the net present value of fulure minimum lease
payments.

COMPENSATED ABSENCES

The County offers full-ime employees vacation and sick leave as compensated absences. In accordance
with the provisions of Statement of Govermnmental Accounting Standards No. 46, "Accounting for
Compensated Absences,” the vacation pay is accrued and only the portion of the sick pay that is expected to
be paid will be accrued. On the government-wide statements vacation and the portion of sick pay that is
expected to be paid are accrued and reported as a liability for the govemmental acfivities.

ACCRUED LIABILITIES AND LONG-TERM OBLIGATIONS

All payables, accrued Habilities, and long-term obligations are reporied in the government-wide financial
statements.

in general, governmental fund payables and accrued labilities that, once incurred, are paid in a timely
manner and in full from current financial resources, are reported as obligations of the these funds. However,
compensated absences that will be paid from governmental funds are reported as a liability in the fund
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NOTES TO FINANCIAL STATEMENTS (continued)

financial statements only to the extent that they are “due for payment” during the current year. Bonds and
capital leases are recognized as a liability in the governmental fund financial statements when due.

L. BOND PREMIUMS, DISCOUNTS, AND ISSUANCE COSTS

On the government-wide statement of net assets, bond premiums and discounts are netted against bonds
payable and bond issuance costs are reported as deferred charges. On the government-wide statement of

activities, bond premiums and discounts and bond issuance costs are deferred and amortized over the life of
the bonds using the effective interest method.

At the governmental fund reporting level, bond premiums and discounts are reported as other financing

sources and uses, separately from the face amount of the bonds issued. Bond issuance costs are reported
as expenditures.

M. FUND EQUITY

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

Eund Balance — Generally, fund balance represents the difference between the current assets and current
liabilities. The County reserves those portions of fund balance which are legally segregated for a specific
future use or which do not represent available, spendable resources and, therefore, are not available for
appropriation or expenditure. Unreserved fund balance indicates the portion of fund balance that is available
for appropriation in future periods. Designations are management's intent to set aside these resources for

specific services.

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 borrowing used for the acquisition, construction, or improvement of those
assefs. Net assets are reported as restricted when there are limitations imposed on their use either through
the enabling legislation adopted by the County or through external restrictions imposed by creditors, granfors
or laws or regulations of other governments. Al other net assets are reported as unrestricted.

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

N. USE OF ESTIMATES

The preparation of financial statements in conformity with generally accepted accounting principles requires
management to make estimates and assumptions that affect the reported amounts of assets and liabilities
and disclosure of contingent assets and liabilities at the date of the financial statements and the reported

amount of revenues and expenditures during the reporting period. Actual results could differ from those
estimates. :

2. DEPOSITS

Custodial risk is the risk that in the event of a bank failure, the government's deposits may not be retumned to
itt The County limits its exposure to custodial credit risk by requiring deposits to be collateralized in
accordance with state law. As of December 31, 2007, the govemment's bank balance was fully collateralized
or insured. .
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NOTES TO FINANCIAL STATEMENTS {continued)

3.

INTERFUND RECEIVABLE, PAYABLES AND TRANSFERS

A

Balances Due To / From Other Funds

Interfund receivables and payables consist of the following at December 31, 2007:

Due to:

General SPLOST Non-major
Fund Fund 2001 Governmental Total
Due From Balance:
General Fund $ - $ 1561224 % 343,203 $ 1,904,427
SPLOST 2003 19,249 - - 19,249
Non-major :
Govemmental 24,324 - - 24,324
SPLOST 2001 3.000 - - 3,000
Total $ 46573 § _1.561.224 $.1,951.000

Amounts due to the SPLOST 2001 and the Non-major Governmental funds are for expenditures paid on
behalf of General Fund for general purpeses. Amounts due to the General Fund are primarily for

reimbursements for operating purposes.

Transfers To / From Other Funds
_Transfers In:_
General
Fund Fund Jotal
Transfers out:
Non-major
Governmental $ 45789 $ 45789
Total $45789 $45.789

Transfers and payments within the reporting entity are substantially for the purposes of subsidizing
operating functions, funding capital projects and asset acquisitions, maintaining debt service on a routine

basis, or in accordance with budgetary authorizations.

27



T T TS P e I

NOTES TO FINANCIAL STATEMENTS (continued)

4. DUE FROM OTHER GOVERNMENTS

Intergovernmental receivables are considered fully collectible and are stated at gross amounts receivable. A
summary of the amounts due is as follows:

General Fund:
Georgia Department of Revenue - LOST $ 581,101
Environmental Protection Division 11,524
Mountain Area Transportation System (MATS) -
—392,625
SPLOST 2003 Fund:
Georgia Department of Revenue 589,893
589,893
SPLOST 2001 Fund:
Georgia Department of Revenue 215,011
215,011
Multiple Grant Fund:
Grants Receivable 192,512
Grants Receivable 28,872
221,384
Total Due from Other Governments $1618,943
5. RESTRICTED ASSETS
Cash balances in the following funds are restricted for the following uses:
Major Funds:
SPLOST 2003 Fund:
Roads and other projects $ 3,939,054
Bond Payment 785,681
SPLOST 2001 Fund:
Roads and other projects 3,126,600
Debt Service 1,343,554
Multiple Grant 43,354
Multiple Grant : 4,594
GO Bond Construction Fund 26,669,277
Non-Major Funds:
Special Revenue Funds:
Emergency services 92.976
$.36.005,000

28



NOTES TO FINANCIAL STATEMENTS (continued)

6. CAPITAL ASSETS
Capital asset activity for the twelve months ended December 31, 2007 is as follows:

Balance Reclass- Adjusted Balanca
121312006 [fications Balances Additions Deductions 12731/07
Capital assets not cmsn aovao.&mn
Land $ 11,428373 $ - $11428373 $722825 § - $ 12,151,198
Construction in progress 9,424 557 (9343777 80,780 870,623 - 1,054,403
Total capital assels not being
Depreciated
20,852,930 9,343 777 11,509,153 1,693 448 - 13,202,601
Capital asseis being depreciated:
Infrastructure 14,660,250 922 354 15,582 604 2,769,057 - 18,361,681
Buildings and Improvements 9,078,991 8,421,423 17,500,414 7,884,623 - 25,385,037
Land Improvements 1,673,774 1,573,774 82,004 - 1,665,778
Machinery, equipment, and vehicies 8,749,839 - 8,749,839 4,600,750 - 13,350,589
Total capital assets being depraciated _34,062 854 9,343,777 43 406,631 15336434 = 58.743,065
Accumulated depreciation:
Infrastructure 740,641 740,641 427615 - 1,188,256
Buiidings and Improvements 2,884,192 2,584,192 397,184 - 3,281,376
Land Improvements 511,419 511,419 49,180 - 560,599
Machinery, equipment, and vehicles 5,578,178 - 5.578.178 1 289 - 6,620,467
Total accumulated depreciation 9,714,430 - 9,714,430 1825268 11,639,698
Total capital assets being depreciated, net 24,348 424 343,777 33,692,201 13,411,166 47,103,645

Govenmental activities capital assets, net  § 45201354 8§ . $45201354 $16104614 5 .-  $60305968

Depreciation expense was charged to functions/programs of govemmental activities as follows:

General government $ 486,107
Judicial 6,533
Public safely 676,268
Public works 598,875
Health and welfare 16,020
Culiure and recreation 106,831
Housing and Development 34,634
Total government activities depreciation expense § 1925268
Balance Balance

Water & Sewsrage Authority;
nm_z.n_ assets not being depreciated:;

Oo_..wn._._&o: in progress 202 885 1,314,444 180,523 1,426,786
Total capital assets not being
depreciated 484 916 2,180 181,523 1,605,573
Capital assets being depreciated
Infrastructure 24,980081 67,485 (420,849) 25,468 415
Bulidings and Improvements 445,498 0 0 445,498
Land improvements 48,154 3921 0 52,075
Machinery, equipment, and vehicles __1,662.693 149.21 264,803 1,547,308
Total capital assets being depreciated 271 2 220,625 {156,246} 27,513,297
Accumulated depreciation:
infrastructure 5,738,708 763,360 332,704 6,169,364
Buildings and Improvemenis 47,780 10,975 0 58,755
Land improvements 4174 3,276 Q 7,450
Machinery, equipment, and vehicles 932,413 197,709 167,189 962,933
Total accumulated depreciation 6723075 975320 499,893 7,198,501
Total capital assets being depreciated, net 41 1 56,245 154,801 20,314,796

Govemmental aclvities capital assets, net . $20898267 § 1846563 §__ 734460  $22.010370
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7. LONG-TERM DEBT - PRIMARY GOVERNMENT

CAPITAL LEASES .

The County has entered into capital leases for various equipment, These leases meet the criteria of a capital
lease because they transfer benefits and risks of ownership to the lessee at the end of the lease term. The
equipment acquired by the leases is included in governmental activities capital assets in the amount of
$22,829,860 (cost of $24,108,375 less accumulated depreciation of $1,278,515). The following is a summary of

capltal leases payable at December 31, 2007:

Governmental activities:

Municipal Leasing Credit Corporation, two fire trucks, payable on an annually
renewable basis of $62,719, including interest at 3.81% for a maximum lease
term of ten years. The original balance was $504,604 and it matures in
November 2014. The lease is secured by the vehicles.

Municipal Leasing Credit Corporation, Chevroiet Tahoe, payable on an annually
renewable basis of $9,126 for a maximum lease term of four years, including
interest at 4.75%. Original balance $32,550. The lease matures in February
2009 and is secured by the vehicle,

Gilmer County Building Authority, courthouse and library, payable annually
renewable basis of varying amounts beginning at $1,300,000 on March 15,
2005. Interest is payable annually at a varying rate from 3.5% to 5.125%.
Original balance was $21,974,958, and it matures April 2030. Lease is secured
by real estate and bank deposits.

Old National Bank, two tractors and mowers, payable, on an annually renewable
basis, annually $21,894 including interest at 5.071%. Original balance was
$99,401 and it matures in December 2009. Lease is secured by the equipment.

Old National Bank, seven trucks, payable, on an annually renewable basis,
annually $68,243 including interest at 4.77%. Original balance was $195,550
and it matures in March 2008. Lease is secured by the vehicles.

Old National Bank, two fire trucks, payable, on an annually renewable basis,
annually $33,887 including interest at 4.89%. Original balance was $276,264
and it matures in March 2015. Lease is secured by the equipment.

Old National Bank, computer system and software, payable, on an annually
renewable basis, annually $16,063 including interest at 5.069%. Original
balance was $59,750 and it matures in February 2009. Lease is secured by the
equipment

Municipal Leasing Credit Corporation, road tractor, payable, on an annually
renewable basis, annually $11,607 including interest at 19.24%. Original
balance was $93,743 and it matures in May 2015. Lease is secured by the
equipment.

Municipal Leasing Credit Corporation, New 2008 Ambulance, payable on a
renewal basis, annually $23,832 including interest at 5.05%. Original balance
was $104,658 and matures April 2012. Lease is secured by vehicle.
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Municipal Leasing Credit Comoration, 3 Trail Blazers (Detention Cntr), E-811
Trail Blazer and 1 Ford Van, Animal Ctrl 2 F150 P/U's, Courthouse Mic F 150
truck, Tax Commissioner Ford Explorer 4WD, Sheriff 7 Ford Crown Victoria,
Park and Rec Mowers and Equipment, payable on a renewal basis, annually
$162,572 including interest. Original balance was $491,510 and matures April
2010. ‘ 328,938

Municipal Leasing Credit Corporation, three Ford Escapes, payable, on an
annually renewable basis, annually $16,432 including interest at 4.44%. Original
balance was $47,106 and it matures in September 2008. Lease is secured by
the vehicles. 15,745

Municipal Leasing Credit Comporation, ambulance, payable, on an annually
renewable basis, annually $21,490 including interest at 8.62%. Original balance
was $98,190 and it matures in September 2010. Lease is secured by the

equipment, 59,047
$22,180,163
Future minimum lease payments for governmental activities are as follows:
Principal Interest Total .

2008 $ 1,103,201 $ 1,015,786 $ 2,118,987

2009 1,061,896 1,009,830 2,071,726

2010 736,761 963,839 1,700,600

2011 716,084 933,307 1,649,391

2012-2016 3,759,499 5,007,627 8,767,126

2017-2021 4,195,000 3,260,913 7.464,913

2022-2026 5,315,000 2,154,875 7,469,875

2027-2031 5,287,278 1,369,200 6,656,478

$22,180163 = §$15724377 2 $37,890.000

GENERAL OBLIGATION BONDS

The following is a summary of the outstanding long-ferm bond issues at December 31, 2007:

Year Interest  Interest  Issue Maturity Authorized

Issued [ Purpose Rate (%) Due Date Date and Issued Refired _Outstanding
2007/Courthouse Expansion  5.00% 41,101 3/27/2007 4/1/2032 $ 30,000,000 $ - $ 30,000.000

$£.30,000,000

On March 27, 2007, the County issued general obligation bonds of $30,000,000 to finance the mxvm:mmos.g ..u._m
courthouse. Bond issue costs totaling $717,092 are being amortized over three hundred months. Amortization
expense for 2007 totaled $25,983.

Annual debt service requirements to amortize bonds outstanding, as of December 31, 2007 are as follows:

Year Principal Interest Total
2008 $ - $ 1,370,150 $ 1,370,150
2009 - 1,370,150 1,370,150
2010 790,000 1,354,350 2,144,350
2011 820,000 1,322,150 2,142,150
2012 850,000 1,288,750 2,138,750
20132017 4,815,000 5,816,450 10,631,450
2018-2022 5,960,000 4,486,750 10,446,750
2023-2027 7,435,000 3,048,988 10,483,987
2028-2032 9,330,000 1,201,312 10,631,312

$_30,000,000 $.21.250.050 $£51,200.000
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NOTES TO FINANCIAL STATEMENTS {continued)

Changes in Long Term Debt
Changes in long-term obligations consisted of the foliowing for the year ended December 31, 2007:

Amounts
Balance Balance Due In One
Governmental activities: 123172006 Additions Deductions 12131007 Year
Capital leases $22,769,213 $ 595538 $ 1,030,454 $ 22,334,207 $ 459899
Compensated absences 181,908 169,876 181,998 189,876 199,876
Landfill costs 652,452 - 21,632 630,820 28,896
General obligation bonds - 20,000,000 - 30,000,000 -
Total govemmental activities ~ $23,603 663 230795414  §.1,234.084 § 688471

All long term obligations of the County's governmental funds will be financed through future expendable available
financial resources as they become due.

The compensated absences (iability will be paid from the fund which the employee wages are paid, which is
primarily the General Fund. The General Fund has been primarily responsible for liquidating the liability in prior
years, when applicable. Landfill costs liability will be paid from the General Fund.

8. LONG TERM DEBT — COMPONENT UNIT

REVENUE BONDS

The following is 2 summary of the outstanding long-term bond issues at December 31, 2007:

Year Interest  Interest  Issue Maturity  Authorized

issued / Purpose Rate (%) Due Date Date and lssued Refired _Outstanding

2005/Courthousefiibrary 3.5/5.1% 4/1,1011 10/42/2005 11/1/2030 $ 21,435,000 $660,000 $20.775,000
$ 20,775,000

On October 12, 2005, the Building Authority issued revenue bonds of $21,435,000 to finance the construction of

the courthouse and fibrary. Bond issue costs totaling $595,132 are being amortized over two hundred eighty
eight months. Amortization expense for 2007 totaled $24,797.

Annual debt service .Encm_.mam:ﬁ to amortize bonds outstanding, as of December 31, 2007 are as follows:

Year Principal Interest Total
2008 $ 680,000 $ 953,650 $ 1.633,550
2009 705,000 931,450 1,636,450
2010 ’ 585,000 907,656 1,492,656
2011 605,000 887,181 1,492,181
. 2012 630,000 865,250 1,485,250
20132017 3,545,000 3,924,673 7,146,673
2018-2022 4,380,000 3,078,275 7,458,275
2023-2027 6,580,000 1,889,125 7,469,125
2028-2030 4 065,000 418 325 4,478,325

£ 20775000  §13855465 =  $34.625480
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NOTES TO FINANCIAL STATEMENTS {continued)

- Changes in Long Termm Debt
Changes in long-term obligations consisted of the following for the year ended December 31, 2007:

Amounts
Balance Balance Due In One
Component Unit: 1273112006 Additions Deductions 1213107 Year
Revenue bonds 1,435,000 $ $ 660,000 $ 20,775,000 $ 680,000
Total component unit $21,435,000 mWnnﬂ $660,000 $20.7735.000 $ 680000

All long term obligations of the Building Authority will be financed through future expendable available financial
resources as they become due.

9. RESERVED FUND BALANCES

Major fund reservations are disclosed on the face of the statements. The non-major funds have reserved fund
balances for the following purposes:

Capital projects 3 140,471
E 911 128,686
Total reserved $ 272157

9. PRIOR PERIOD ADJUSTMENTS
Government-Wide Fund Balance:
Govemmental Activities:
Net effect for prior year unrecorded bond issuance cost and related premium.

74,23

4
r
INY
D
[o ] oo

10. CONTINGENT LIABILITIES AND LITIGATION

The County generally follows the practice of recording Fabilities resulting from claims and legal actions only when
they become fixed or determinable in amount. The County is a party to various legal proceedings, which normally
oceur, in governmental operations. The results of any litigation, however, contain elements of uncertainty, and
liability, if any, which might result from these proceedings, would not, in the opinion of management, have a
material adverse effect on the ability of the County to meet its financial obligations.

On April 27, 2006, the County entered into an Intergovernmental Contract with the Ellijay-Gilmer Water and
Sewerage Authority to pay required debt service payments for the Authority’s Revenue Refunding Bonds, Series
2006 should the Authority’s Debt Service Account have insufficient funds to make the required payments. The

Series 2006 bonds proceeds provide funding to redeem the Series 1994 bonds and when redeemed Em 1994
Intergovernmental Agreement will terminate.

The following table is the schedule of payments for which the County is contingently liable:
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NOTES TO FINANCIAL STATEMENTS (continued)

11.

12,

13.

Year Payments
2008 % 279,910
2009 277,690
2010 275,134
2011 277,183
2012 278,729
2013-2017 1,007,695
2018-2022 470,053
2023-2024 188,325

$3.054,719
LANDFILL CLOSURE AND POST-CLOSURE CARE COSTS

State and federal laws and regulations require the County to place a final cover on its landfill site when it stops
accepting waste and to perform certain maintenance and monitoring functions at the site for five years after
closure. Although closure and post-closure care costs will be paid only near or after the date that the landfill stops
accepting waste, the County reports a portion of these closure and post-closure care costs as a current operating
expenditure in each period based on landfill capacity used as of each balance sheet date.

As of December 31, 2007, the County has recorded a liability of $630,820, which is recognized in the
government-wide financial statements. The fandfill, which is closed, reached capacity in prior years.

These amounts are based on what it would cost to perform alt closure and post-closure care in 2007. Actual cost
may be higher due to inflation, changes in technology, or changes in reguiations.

RETIREMENT BENEFITS

Defined Contribution Pension Plans -

Plan Description: Gilmer County sponsors two Section 457 deferred compensation plans. These plans are
named collectively as the Gilmer County Board of Commissioners Retirement Plan (the Plan) and are defined
contribution pension plans. The plans are administered by the Hartford Life Insurance Company and AlG — Valic.
Changes to plan benefits or contribution levels may be requested by the County but must be approved by the
respective administrator. The plans cover all employees upon date of hire. Employees may defer up to the
Section 502(g) limit and are 100% vested in such deferral amounts. The County provides a Section 401(a) match
of 25% of the employee deferral up to 5% of compensation. Employees are 100% vested in the employer match,
also. For the year ending December 31, 2007, covered compensation was $4,230,328, employee deferrals were
$179,763 and the County’s matching contribution was $35,871.

The County does not meet the criteria in GASB 32 to report the Section 457 Plans; therefore, the Plans are not
repotted in these financial statements.

JOINT VENTURES

The County, in conjunction with cities and counties in the five county Northeast Georgia area are members of the
North Georgia Regional Development Center (RDC). Membership in an RDC is automatic for each municipatity
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. The RDG Board membership includes the chief elected official 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 couniy or municipality) to serve as the non-public Board member from a county.

The Georgia Planning Act of 1989 (O.C.G.A. 50-8-34) defines RDC as "public agencies and instrumentality’s of
their members." Georgia taws aiso provide that the member governments are liable for any debts or obligations
of an RDC beyond its resources, (0.C.G.A. 50-8-31.9). Complete financial statements can be obtained at the
following address: :
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NOTES TO FINANCIAL STATEMENTS (continued) -

14.

North Georgia Regional Development Center
502 West Waugh Street
Dalton, Georgia 30720

Gilmer County also entered into an agreement creating a multijurisdictional drug task force known as the Zell
Miller Mountain Parkway Drug Task Force (ZMPDTF). This task force was established to cover the counties of
Fannin, Gilmer, and Pickens. The Board of Directors include the District Attorney, the Sheriff of the three counties

and a Georgia State Trooper. Financial information can be obtained by contacting the Pickens County Sheriff's
Office.

RISK MANAGEMENT

Gilmer County is exposed to various risks of loss related to torts; theft of, damage to, and destruction of assets;
erors and omissions; injuries to employees; and natural disasters. There were no significant reductions of
insurance coverage compared to the prior year. Seftied claims have not exceeded the commercial excess
coverage in any of the past three fiscal years.

Risk Pools

The County joined the Georgia Interfock Risk Management Agency (GIRMA). The County management, based
on anticipated needs, selects insurance coverage and deductible options for property, casualty and crime under
the policy. The County is required to pay all premiums, applicable deductibles and assessments billed by GIRMA,
as well as following loss reductions and prevention procedures established by GIRMA. GIRMA's responsibility
includes paying claims, and representing the County in defense and settlement of claims. GIRMA's basis for
estimating the liabilities for unpaid claims in “IBNR” is established by an actuary. The County has not completed
a record of the claims paid up to the applicable deductible for the prior year or the cumrent fisca! year. The County
is unaware of any claims that the County is liable (up to the applicable deducfible) which were outstanding and
unpaid at December 31, 2007. No provisions have been made in the financial statements for the twelve months
ended December 31, 2007 or any estimate of potential unpaid claims.

The County participates in the Association County Commissioners of Georgia (ACCG) Group Self Insurance
Workers' Compensation Fund, a seff-insured pool cooperative arrangement among its members to finance
workers' compensation coverage. The fund is owned by its members and is managed by a seven member Board
of Trustees who are representatives from participating counties. The ACCG-GSIWCF operates under the
authority of O.C.G.A. 34-9-150 et seq. and the Georgia Insurance Commissioner's Office management. The
County is required to pay all premiums, applicable deductibles and assessments billed by ACCG, as well as
following loss reduction and prevention procedures established by ACCG. ACCG's responsibility includes paying
claims, and representing the County in defense and settliement of claims, ACCG's basis for establishing the
liabilities for unpaid claims is established by an actuary. The County has not compiled a record of the claims paid
up to the applicable deductible for the prior year or the cumrent fiscal year. The County has estimated a liability of
$- for claims which the County is liable (up to the applicable deductible) which were outstanding and unpaid at
December 31, 2007. The County also pays unemployment claims to the state department of labor on a
reimbursement  basis. Liabilities for such claims are immatedal and are not accrued,
The following is a summary of the claims activity for the ACCG:

Year Ending
12/31/07
Unpaid claims at the beginning of the year, 4/1/06 $ 1487
Claims made | 186,227
Claims paid 48,913
Unpaid claims at the end of the year, 12/31/07 137,314
Estimate of claims incurred but not reported 110,395
Total unpaid claims and incurred $ 249196
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NOTES TO FINANCIAL STATEMENTS (concluded)

15. HOTEL/MOTEL LODGING TAX

16.

17.

The County has levied a 5% lodging tax. During the iwelve months ended December 31, 2007, $152,511 was
collected. Per state law, $37,085 of this was required to be spent to promote tourism, conventions and trade
shows., The County spent $43,225 for these purposes thereby conforming to the requirements of state law. This
represented 117% of the amount required. Verification was reviewed to ensure that the Chamber made use of
such funds in conformity with the requirements of Code Section 48-8-121 as modified by House Bill 1433.

OPERATING LEASE COMMITMENTS

The County rents a number of building and landfill “convenience centers® on a month to month basis. i has one
operating lease which is annually renewable. The obligations are as follows:

Land rent. $250 monthly

Yukon Convenience Center
Current Year: $ 3,000
Year Amount
2008 $ 3,000
2009 3,000
2010 3,000
2011 3,000
2012 3,000
2013-2016 3.000
$ 15,000
COMPLIANCE

The County's expendifures exceeded the appropriated amounts. This is the result of unexpected mxum:%ﬁ.mm
that were funded with revenues exceeding budgeted amounts. The County has issued a Plan of Comective
>R,_.o: pertaining fo this issue of non-compliance.,
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Revenues:
Property taxes
Sales and use tax
Miscellaneous taxes
ticenses and pemits
intergovemmental
Charges for services
Fines and forfeitures
tnvestment eamings
Miscellaneous

Total Revenues

Expenditures:
General government
Judicial
Public Safety:
Public Works:
Health and Welfare:
Culture and Recraation:
Housing and development:

Total Expenditures

Excess (Deficiency) of Revenues

GILMER COUNTY, GEORGIA EXHIBITB
SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES N FUND BALANGES
BUDGET AND ACTUAL
GENERAL FUND
For the Year Ended December 31, 2007
Actual Amounts
Budgetlo GAAP  (Budgetary Variance with
Budgeted Amounts bifferences Basis) Final Budget
Original Einal Over(Under) {SeeNoteA)  Ower{Under)

3 8226960 $ 8226950 $ - $ 8p20261 $ 393.301
3,668,093 3,668,093 - 3627277 (40,816)
1,893,992 1,863,992 1,342.644 (551,348}

687,000 687,000 458,781 (218,219)
152,600 152,600 719,032 566,432
920,000 1,035,372 1,192,917 157,545
1,072,500 1,126,345 917 679 (208,666)
90,800 90,800 119,301 28,501
317,500 384 455 236,744 (147,711
17,029 445 17,265,617 17,244 636 (20,981)
3,845,483 3,362,013 3,061,421 (300,582)
1,893,285 1,893,385 2,084,716 101,331
6,856,867 7.413,228 8,004,123 1,480,895
2,376,060 2,394,060 2,628,604 234,544
271,082 271,082 297,196 26,114
916,118 998,118 934,002 (64,116)
770,450 833,71 702 888 {130,843)
17,029,445 17,265,617 18,622,950 1,357,333
$ 3 $ - $ (1,378,314) § (1,378.,314)

over Expenditures

The accompanying noles to Required Supplementary Information are an integral part of this statement.
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NOTES TO REQUIRED SUPPLEMENTARY INFORMATION

1. BUDGETARY PROCESS

The budgetary data reflected in the financial statements are established and adopted by the
County Commission and are based on prior year actual results and estimated current needs. Any
change to original budgeted items must be approved by the County Commission. Details of
budgeted items extend to individual revenue and expendilure accounts. Annual budgets have
been legally adopted for the General Fund, Special Revenue Funds and Capital Project Funds.
Budgets for the all funds are adopted on a basis consistent with generally accepted accounting
principles, and on the same basis of accounting used by each fund to which the budget applies.

On or before August 15 of the preceding year, all agencies of the government submit requests for
appropriafions to the government's manager so that a budget may be prepared. Before
September 1 the proposed budget is presented fo the government's Commissioner for review.
The County Commission holds a public hearing and a final budget must be prepared and adopted
no later than December 31.

All appropriations lapse at year-end. The level on which expenditures may not legally exceed
budgeted appropriations is at the department level.

The County's expenditures exceeded the appropriated amounts. This is the result of unexpected
expenditures that were funded with revenues exceeding budgeted amounts.

A. INITIAL AND FINAL BUDGET

GENERAL FUND Initial Budget Final Budget Changes
Revenues $17,029,445 $ 17,265,617 $ 236,172
Expenditures {17.029 445) {18.622.950) (1,595,505}
Excess (deficit) $ $ (1,357.333) £(1.357.333)
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COMBINING NON-MAJOR GOVERNMENTAL SCHEDULES



GILMER COUNTY, GEORGIA EXHIBIT C-1
COMBINING BALANCE SHEET
NONMAJOR GOVERNMENTAL FUNDS
December 31, 2007

Special Revenue Funds

Total Nonmajor
Multiple Governmental
Grant E 911 Hotel/Motel Funds
Assefs
Restricted cash $ 4584 § 92976 $ - $ 87,570
Taxes receivable - - 31,120 31,120
Intergovernmental receivable 28,872 - - 221,384
Other receivables - 40,882 - 40,882
Due from other funds - - (4,681) (4.681)
Tota! Assets $ 33466 $ 133,858 $ 126,439 $ 429629
Liabilittes and Fund Balances
Liabifities:
Accounts payable $ - $ 5173 % - 3 56,034
Intergovermnmental payable - - 26,439 26,439
Deferred revenues - - - 18,775
Due to other funds - - - -
Total Liabilities - 5,173 26,439 101,248
Fund Balances:
Reserved for:
Other purposes {436,151) 173,685 - {249,446)
Total Fund Balances {436,151} 173,685 - {879,245)

Totat Liabilities and Fund Balances $(436,151) $ 178858 § 26,439 $ (777,997)
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GILMER COUNTY, GEORGIA EXHIBIT C-2
COMBINING SCHEDULE OF REVENUES, EXPENDITURES,
AND CHANGES IN FUND BALANCES
NONMAJOR GOVERNMENTAL FUNDS
For the Year Ended December 31, 2007

Special Revenue Funds

Total Nonmajor

Muiltiple Confiscated Govemmental
Grarit E 911 Assets HotelMotel Funds
Revenues:
Sales and use tax $ - 3 - 3 - % 152,511 $ 152,511
Intergovernmenta! 0 - - - -
Fines and forfeifures - - 0 - -
Charges for services - 393,900 - - 393,900
Interest income 364 5,036 - - 5,400
Totai Revenues 364 398,938 - 152,511 551,811
Expenditures:
Public safety - 347,882 (13,020) - 981,261
Public works (84,825) - - - (84,825)
Cutlure and recreation - - - - -
Housing and development {129,986) - - 106,722 (23,264}
Capital outiay 670,179 - - - 670,179
Total Expenditures 455,368 347,882 (13,020) 106,722 1,543,351
Excess of Revenues Over (Under) Expenditures  {455,004) 51,054 13,020 45,789 (991,540)
Other Financing Sources (Uses):
Operaling transfers out - - - (45,789) {45,789)
Total Other Financing Sources {Uses) - ‘ - - (45,789) (45,789)
Net change in fund balances (455,004) 51,054 13.020 - (1,037,329)
Fund balances, beginning of year 18,853 122,631 - - 158,084
Prior period adjustment - - - - -
Fund balances, end of year $(438,151) $173685 § 13020 % - 3 (879,245)
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CERITFED PUBLIC ACCOUNTANTS

142 River Terrace - Ellijay, GA 30540 Phone: 706-276-3700 Fax: 706-276-3710 www.cllijaycpa.com

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON COMPLIANCE
AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED
IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Gilmer County Board of Commissioners
Gilmer County, Georgia

We have audited the financial statements of the govemmental activities, the aggregate
discretely presented component units, each major fund, and the aggregate remaining fund
information of Gilmer County, Georgia as of and for the year ended December 31, 2007, which
collectively comprise the Gilmer County, Georgia’s basic financial statements and have issued
our report thereon dated June 27, 2008. 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 Govermnment Auditing Standards, issued by the Compfiroller General
of the United States.

Internal Controf over Financial Reporting

In planning and performing our audit, we considered Gilmer County, Georgia's intemal 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 Gilmer County, Georgia’s internal control over financial reporting.
Accordingly, we do not express an opinion on the effectiveness of Gilmer County’s intemai
control over financiat reporting.

Our consideration of intemal control over financial reporting was for the limited purpose
described in the preceding paragraph and would not necessarily identify all deficiencies in
internal controf that might be significant deficiencies or material weaknesses. However, as
discussed below, we identified certain deficiencies in internal control over financial reporting that
we consider to be significant deficiencies.

A control deficiency exists when the design or operation of a control does not allow
management or employees, in the normal course of perfortning their assigned functions, to
prevent or detect misstatements on a fimely basis. A significant deficiency is a control
deficiency, or combination of control deficiencies, that adversely affects Gilmer County,
Georgia's ability to initiate, authorize, record, process, or report financial data reliably in
accordance with the generally accepted accounting principals such that there is more than a
remote likelihood that a misstatement of Gilmer County, Georgia's financial statements that is
more than inconsequential will not be prevented or detected by Gilmer County, Georgia's
internal control. We consider the deficiencies described in the accompanying schedule of

MEMBERS OF AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS ~ GEORGIA SOCIETY OF CERTIFIED PUBLIC ACCOUNTANTS
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findings and questioned costs to be significant deficiencies in internal control over financial
reporting. .

A material weakness is a significant deficiency, or combination of significant deficiencies, that
results in more than a remote likelihood that a material misstatement of the financial statements
will not be prevented or detected by the Gilmer County, Georgia’s internal control.

-Our consideration of internal control over financial reporting was for the limited purpose
described in the first paragraph of this section and would not necessarily identify all deficiencies
in intemal control that might be significant deficiencies or material weaknesses.

Compliance and Other Matlers

As part of obtaining reasonable assurance about whether Gilmer County, 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. _

We noted certain matters that we reported to management of Gilmer County, Georgia, in a
separate letter dated June 30, 2008.

Gilmer County, Georgia’s response to the findings identified in our audit is described in the
accompanying schedule of findings and questioned costs. We did not audit Gilmer County,
Georgia's response and, accordingly, we express no opinion on it.

This report is intended solely for the information and use of management, the audit committee,
board of commissioners, and federal awarding agencies and pass-through entities and is not
intended to be and should not be used by anyone other than these specified parties.

| st

ijay, Georgia
June 27, 2008
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GILMER COUNTY, GEORGIA
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
For the Fiscal Year Ended December 31, 2007

A. SUMMARY OF AUDIT RESULTS

1, .The auditor's report expressed an unqualified opinion on the basic financial statements of
Gilmer County, Georgia.

2. The auditor's report on compliance and internal control over financial reporting includes
three (3) significant deficiencies, of which none were considered to be material
weaknesses.

3. The auditor's report on compliance and internal control over financia! reporting disclosed
no instances of noncompliance,

4. No significant deficiencies were disclosed during the audit of the major federal award
programs.

8, The auditor’s report on compliance for the major federal award programs for Gilmer
County, Georgia expressed an unqualified opinion on all major federal programs.

6. Audit findings relative to the major federal award programs for Gilmer County, Georgia
are reported in Part C of the this Schedule.

7. The programs tested as major programs consisted of:
Grantor CFDA#
Federal Emergency Management Agency 97.036

8. The doltar threshold to distinguish between Type A and Type B programs is $300,000.
9. Gilmer County, Georgia does not qualify to be a low-risk auditee.

B. FINDINGS — FINANCIAL STATEMENT AUDIT
We consider the *o_“oi:o deficiencies to be significant deficiencies in internal controls.

Repeat finding from the prior year:

2006-1 Lack of Segregation of Duties in Various De
Commissioner, Clerk of Court i

Criteria: Segregation of employee’s duties is a common practice in an effective internal
control structure. Policies should be in place requiring the segregation of duties
involving cash receipts, cash disbursements, payroll, general ledger and bank
reconciliation.

Condition/Context: During the course of the audit, we noted many of critical duties are
combined and given to the available employees.

Effect: Without some segregation of duties within these functions, there is increased

oxvomﬁnﬁmﬂmon_oouoooc_mmaobmo:m:%2:5585&05:%8%@@8@198mmmaﬁomﬁrn
County. ‘
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Cause: The limited number of employees working in the office and the resulting
overlapping of duties causes segregation of duties to be difficult.

" Recommendation: To the extent possible, duties should be segregated to maintain the
best control system possible. We feel segregation of duties could be improved if
different employees performed the separate duties of processing cash receipts and cash
disbursements, and maintaining the general ledger. In situations where additional
personnel are not available, and effort should be made to divide the duties of the available
personnel in such a manner as to achieve the greatest possible segregation of duties.
Increased council involvement in the County’s finances is also encouraged to strengthen
internal controls. When these suggestions are implemented, the County’s system of
internal control will be enhanced, so that the risk of employee misappropriation of assets
is reduced.

Response: The lack of segregation of duties is a recurring item that due to the limited
number of employees is difficult to accomplish. Management plans to continue close
involvement with the County’s finances to aid in this matter.

2006 - 2 Prior year adjustments required

Criteria: The County is responsible for preparing annual financial statements in
accordance with generally accepted accounting principles (GAAP). Adjustments were
required at year end to adjust the financial statements for activity in the prior year that
was not detected during the prior year management review.

Effect: Failure to record adjustments distorts the financial information that is provided to
management and may lead to critical financial decisions being made on erroneous data.

Recommendation: We suggest that the County perform an in-depth review of the
financial statements each year.

Response: The County agrees with this finding and will review all adjustments to the
financial statements each year prior to issuance.

2006 - 3 Adjusting accrual entries required -

Criteria: The County is responsible for preparing annual financial statements in
accordance with generally accepted accounting principles (GAAP). Several adjustments
to the financial statements were required at year end. This includes accrual entries and
certain issues regarding fixed assets.
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Effect: Failure to record accrual entries could result in internal financial statements being
misstated.

Recommendation. We suggest that the appropriate schedules be maintained and
adjusting entries be made as required on a monthly basis.

Response: The County agrees with this finding and plans to make the proper adjustments
in a timely manner in the future.

Current year finding:

None reported.

. FINDINGS — AUDIT COMPLIANCE — MAJOR FEDERAL AWARDS PROGRAMS

None reported.
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GILMER COUNTY, GEORGIA
SCHEDULE OF SPECIAL PURPOSE LOCAL OPTION SALES TAX
For the Year Ended December 31, 2007

Note A: This schedule has bean prepared on the modified accrual basis of accounting.
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Expenditures Estimated
Estimated Cost Prior Current % of
SPLOST Project Original Current Years Year Total Completion
SPLOST 2001
Roads and bridge improvements  $ 5,000,000 $ 5,000,000 $ 5,000,000 $ - $ 5,000,000 100.00%
Landfill/solid waste 1,500,000 1,500,000 375,060 669,049 1,045,009 69.67%
$ 6500000 $ 6,500,000 $ 5,375,060 $ 669,049 $ 6,045,009
SPLOST 2003
New courthouse and library project $ 8,000,000 $ 21,974,958 $ 10,998,023 $ 10,289,032 . $ 21,287,055 96.87%
~ Roads and bridge improvements 6,600,000 5,600,000 3,037,472 - 3,037,472 46.02%
Landfill/sclid waste 5,400,000 5,400,000 - - - 0.00%
$ 20,000,000 $ 33974958 $ 14,035,485 $ 10,289,032 $ 24,324 527
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142 River Terrace - Ellijay, GA 30540 Phone: 706-276-3700 Fax: 706-276-3710 www ellijaycpa.com

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

Gilmer County Board of Commissioners
Gilmer County, Georgia

Compliance

We have audited the compliance of Gilmer County, 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, 2007. Gilmer County, Georgia’s major federal programs are identified in
the summary of auditor's results 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 Gilmer County, Georgia’s
management. Our responsibility is to express an opinion on Gilmer County, Georgia's
compliance based on our audit.

We conducted our audit of compliance in accordance with audiing standards generally
accepted in the United States of America; the standards applicable to financial audits contained
in Govemment Auditing Standards, issued by the Comptroller General of the United States; and
OMB Circular A-133, Audits of States, [ ocal Govermments, 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 material effect on a major federal program
occurred. An audit includes examining, on a fest basis, evidence about Gilmer County,
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. Cur audit does not provide a legal determination on Gilmer County,
Georgia's compliance with those requirements.

In our opinion, Gilmer County, Georgia, complied, in al material respects, with the requirements
referred to above that are applicable to each of its major federal programs for the year ended
December 31, 2007.

intemmal Control Qver Compliance

The management of Gilmer County, Georgia, is responsible for establishing and maintaining
effective internal control over compliance with requirements of laws, regulations, contracts, and
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grants applicable to federal programs. In planning and performing our audit, we considered
Gitmer County, 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 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 Gilmer County, Georgia’s intermal control over
compliance,

A control deficiency in an entity’s intemal control over compliance-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 noncompliance with a type of
compliance requirement of a federal program on a timely basis. A significant deficiency is a
control deficiency, or combination of control deficiencies, that adversely affects the entity’s
ability to administer a federal program such that there is more than a remote likelihood that
noncompliance with a type of compliance requirement of a federal program that is more than
inconsequential will not be prevented or detected by the entity’s intemal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that
results in more than a remote likelihood that material noncompliance with a type of compliance

requirement of a federal program will not be prevented or detected by the entity’s internal
control.

Our consideration of the internal controt over compliance was for the limited purpose described
in the first paragraph of this section and would not necessarily identify all deficiencies in intemnal
control that might be 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.

Gilmer County, Georgia's response to the findings identified in our audit is described in the
accompanying schedule of findings and questioned costs. We did not audit Gilmer County,
Georgia’s response and, accordingly, we express ho opinion on if.

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

Ellijay, Georgia
June 27, 2008
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GILMER COUNTY, GEORGIA
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
YEAR ENDED DECEMBER 31, 2007

Federal Pass-Through
CFDA Grantor's Federal
Federal Grantor/Program or Cluster Title Number Number Expenditures
FEDERAL. EMERGENCY MANAGEMENT AGENCY |
Disaster Grants - Public Assistance 97.036 FEMA-1554-DR-GA  § 610,447
Total Federal Emergency Management Agency 610,447
Total Expenditures of Federal Awards . o § 610447
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