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INDEPENDENT AUDITOR’S REPORT

To the Board of Commissioners
of Farnnin County, Georgia
Blue Ridge, Georgia

We have audited the accompanymg financial statements of the governmental activities, the aggregate discretely presented
component units, each major fund, and the aggregate remaining fund information of Fannin County, Georgia, as of and for the
year ended December 31, 2011, which collectively comprise Fannin County, Georgia’s basic financial statements as listed in
the table of contents, These financial statements are the responsibility of Fannin 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 Fannin County Department of Public Health, which represents 9% and 76%, respectively, of the assets and revenues of
- the aggregate discretely presented component units. Those financial statements were audited by other auditors whose report
has been furnished to ns, and our opinions, insofar as it relates to the amounts included for the Fannin 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 Government Audiiing 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 supporiing 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 the other auditors, the financial statements referred to above present fairly,
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 Fannin County, Georgia, as of December
31, 2011, and the respective changes in financial position, thereof and the respective budgetary comparisons for the General
Fund, and the Bmergency 911 Fund 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 April 27, 2012, on our consideration
of Fannin County, Georgia’s internal control over financial reporting and on our tests of its compIiance with certain provisions
of laws, regulations, coniracts, and grant agreements and other matters. The purpose of that report is to describe the scope of
our testing of internal control over financial reporting and compliance and the results of that testing, and not to provide an
opinion on internal control 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.
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-+ Management has omiited the Management’s Discussion and Analysis that accounting principles generally accepted in the
United States of America require to be presented fo supplement the basic financial statements. Such missing information,
although not a part of the basic financial statements, is required by the Governmental Accounting Standards Board, who
considers it to be an essential part of financial reporting for placing the basic financial statements in an appropriate operational,
economic, or historical context, Qur opinion on the basic financial statements is not affected by this missing information, The
Schedule of Funding Progress for the Fannin County Retirement Plan on page 36 is not a required part of the financial
statements, but is supplementary information required by accounting principles generally accepted in the United States. of
America. We have applied certain limited procedures to the required supplementary information in accordance with auditing
standards generally accepted in the United States of America, which consisted of inguiries of management about the methods
of preparing ihe information and comparing the information for consistency with management’s responses {0 our inquiries, the
basic financial statements, and other knowledge we obtained during our audit of the basic financial statements. We do not
express an opinion or provide any assurance on the information because the limited procedures do not provide us with
sufficient evidence to express an opinion or provide any assurance.

Cur audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise Fannin
County, Georgia’s financial statements as a whole. The combining and individual nonmajor fund financial statements on
pages 38 through 42 are presenied for purposes of additional analysis and are not a required part of the financial statements.
The accompanying Schedule of Projects Constructed with Special Purpose Local Option Sales Tax on page 43 is presented for
purposes of additional analysis as required by the Official Code of Georgia Annotated 48-8-121, and is also not a required part
of the financial statements. The accompanying Schedule of State Contractual Assistance on page 44 is presented for purposes
of additional analysis as required by the Georgia Department of Human Resources, and is also not a required part of the
financial statements. The combining and individual nonmajor fund financial statements and the Schedule of Projects
Constructed with Special Purpose Local Option Sales Tax and the Schedule of State Contractual Assistance are the
responsibility of management and were derived from and relate directly to the underlying accounting and other records used to
prepare the financial statements. The information has been subjected fo the auditing procedures applied in the audit of the
financial statements and certain additional procedures, including comparing and reconciling such information directly to the
underlying accounting and other records used to prepare the financial statements or to the financial statements themselves, and
other additional procedures in accordance with auditing standards generally accepted in the United States of America. In our
opinion, the information is fairly stated, in all material respects, in relation to the financial statements as a whole.

Ellijay, Georgia
April 27, 2012
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FANNIN COUNTY, GEORGIA

STATEMENT OF NET ASSETS
DECEMBER 31, 2011
Primary
Government Component Unifs
Parks and
Governmental Department of Recreation Development
Activities Public Health Commission Authority
ASSETS
Cash and cash equivalents $ 6,310,975 $ 177,005 $ 19,053 3 8,436
Restricted cash and cash cquivalents 3,091,085 - - -
Property taxes receivable 1,148,475 - - -
Accounts receivable, net 592,103 22,350 - 181,067
Due from other governments 827,503 - - -
Due from primary government - - - 33,902
Prepaid items 127,575 - - -
Capital asseis, not being depreciated 2,504,799 - - 887,984
Capital assets, net of accumulated depreciation - 30,940,780 2,594 - 875,430
Net pension asset 193,262 - - -
Total assets § 45,736,557 $ 201,949 $ 19,053 $ 1,986,819
LIABILITIES AND NET ASSETS
Liabilities:
Accounts payable $ 358,448 3 - 3 - 3 181,067
Accrued liabilities 116,687 51,733 - 3,000
Due to component unit 33,902 - - -
Due to other governiments 72,641 4,590 - -
Internal balances - - - -
Accrued interest 159,252 - - -
Long-term liabilities:
Due within one year 865,392 - - 4,137
Due in more than one year 8,613,165 - - 451,061
Total liabilities 10,219,487 56,323 - 639,265
Net Assets:
Invested in capital assets, net of related debt 23,907,022 2,594 - 1,763,414
Restricted for:
Capital projects 2,632,004 - - -
Other purposes 538,488 - - -
Unrestricted 8,379,556 143,032 19,053 {415,360)
Total net assets 35,517,070 145,626 19,053 1,347,554
Total liabilities and nef assets $ 45,736,557 $ 201,949 3 19,053 $ 1,986,819

The accompanying notes are an integral part of this statement,
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FANNIN COUNTY, GEORGIA

BALANCE SHEET
GOVYERNMENTAL FUNDS
DECEMBER 31, 2011
Water/ Other Total
SPLOST/ Capitai Emergency Governmental Governmental
General Fund Roads Projects 911 Funds Funds
ASSETS
Cash and cash equivalents $ 6,289,808 3 2,298,757 8§ 500 & 307,08 § 505,909 § 9,402,060
Property taxes receivable 1,148,475 - - - - 1,148,475
Accounts receivable, net 413,087 - - 49,811 129,205 592,103
Due from other governments 410,685 405,570 - - 11,248 827,503
Due from other funds 758,027 93,040 - - 337,955 1,189,022
Prepaid items 122,575 - - 5,000 - 127,575
Total assets $ 9,142,657 § 2,797,367 § 00§ 361,897 § 984,317 § 13,286,738
LIABILITIES AND FUND BALANCES
Liabilities:
Accounts peyable $ 194,967 § 18,781 § - $ 4673 § 140,027 % 358,448
Accrued Habilities 116,687 - - - - 116,687
Due to other funds 93,040 414,480 364,450 237,912 79,140 1,189,022
Due to component unit 6,749 - - - 27,153 33,902
Due to other governments - 72,641 - - - 72,641
Deferred revenue 594,245 - - - - 594,245
Total Jiabilities 1,005,088 505,902 364,450 242,585 246,320 2,364,945
Fund Balances:
Nonspendable 122,575 - - 5,000 - 127,575
Restricted - 2,291,465 - 114,312 704,715 3,170,492
Unassigned 8,014,394 - {363,950) - (26,718) 7,623,726
Total fund balances 8,136,060 2,291,465 {363,950) 119,312 737,997 10,921,793
Total liabilities and fund balances $ 9,142,657 § 2,791,367 § 500 § 361,897 % 084,317 § 13,286,738

The accompanying notes arve an lntegral part of this statement,




FANNIN COUNTY, GEORGIA
RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET
TO THE STATEMENT OF NET ASSETS
FOR THE YEAR ENDED DECEMBER 31, 2011

Total fund balances - governmental funds
Amounts reported for governmental activities in the Staternent of Net Assets are different because:
Capital assets used in governmental activities are not financial resources and, therefore, are not reporied in the funds.

Certain receivables are not available to pay for cumrent period expenditures and, therefore, are deferred in the funds.

Long-term liabilities and related interest are not due and payable in the current period and, therefore, are not reporied in the funds.

The net pension asset is not a current financial resource used in govermental activities and, therefore, is not reported
in the governmental funds.

Total net assets - governmental activities

The accompanying notes are an ntegral part of this statement.

$ 10,921,793

33,445,579
594,245

(9,637,809

193,262
$ 35,517,070




FANNIN COUNTY, GEORGIA
STATEMENT OF REVENUES, EXPENDITURES AND

CHANGES IN FUND BALANCES - GOVERNMENTAL FUNDS
FOR THE YEAR ENDED DECEMBER 31, 2011

REVENUES
Property taxes
Franchise faxes
Sales taxes
Other taxes
Licenses and permiis
Intergovemnmental
Fines and forfeitures
Charges for services
Investment income
Contributions and donations
Other

Total revenues

EXPENDITURES
Current:

Qeneral government

Judicial

Public safety

Public works

Health and welfare

Housing and development

Cuiture and recreation
Intergovernmentat
Capital outlay:

General government

Judicial

Public safety

Public works

Health and welfare

Housing and development

Culture and recreation
Debt service:

Principal

Interest

Total expenditures

Excess (deficiency) of revenues over

{under) expenditures

OTHER FINANCING SOURCES

(USES)
Proceeds from capital leases
Transfers in
Transfers out
Totat other financing
sources (uses)

Net change in fund balances

FUND BALANCES, beginning

of year, restated

FUND BALANCES, end of year

Water/ Other Total
SPLOST/ Capital Emergency Governmental Governmental
General Fund Roads Projects 911 Funds Funds
§ 6,890,945 - $ - $ - $ - § 6,890,945
92,066 - - - - 92,066
2,834,787 3,587,527 - - - 6,422,314
908,147 - - - 515,078 1,423,225
111,559 - - - - 111,559
1,100,792 236,713 - - 88,283 1,425,788
625,161 - - - 102,752 727,913
918,521 - - 361,203 - 1,279,724
18,786 9,242 - 1,172 2,631 31,831
96 - - - C- 96
173,424 38,104 632 - - 212,160
13,674,284 3,871,586 632 362,373 708,744 18,617,621
2,273,847 - - - - 2,273,847
1,822,187 - - - 32,156 1,854,343
4,911,404 - - 566,177 80,688 5,558,269
2,461,649 - 132 - - 2,461,781
324,198 - - - 43,126 367,324
380,960 - - - 561,545 942,505
626,838 - - - 144 626,982
- 426,101 - - - 426,101
307,270 - - - - 307,270
- - - - 1,190 1,190
274,078 - - - 105,654 379,732
- 3,855,373 77,863 - - 3,933,236
11,200 - - - - 11,200
12,025 - - - 9,600 21,625
166,014 - - - 685,000 851,014
30,938 - - - 441,828 472,766
13,602,608 4,281,474 77,995 566,177 1,960,931 20,489,185
71,676 (409,888) (77,363} {203,802) (1,252,187) (1,871,564}
158,735 - - - - 158,735
1,702 - - - 1,551,260 1,552,962
{1,362,961) {188,299 - - (1,702) {1,552,962)
(1,202,524 (188,299) - - 1,549,558 158,735
(1,130,848) {598,187) {77,363) (203,802) 297,371 (1,712,829
9,267,817 2,889,652 (286,587} 323,114 440,626 12,634,622
3 8,136,969 2,291,465 §  (363,950) § 119,312 § 737,997 3 14,921,793

The accompanying notes are an tutegral part of thlis statement.




FANNIN COUNTY, GEORGIA
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, 2011

Met change in fund balances - governmental funds
Amounts reporied for governmental activities in the Statement of Activities are different because:

Governmental funds report capital outlays as expenditures. However, in the Statement of Activities the cost of
those assets is allocated over their estimated useful lives and reported as depreciation expense. This is the
amount by which capital outlays exceeded depreciation in the current period,

Capital assets contributed are not reporied in governmental funds as they do not provide current financial
resources, butare reported in the Statement of Activities.

The issuance of long-term debt provides current financial resources to governmental funds; however, the
issuance of debt is treated as a liability in the Statement of Net Assets.

The repayment of long-term debt consumes the current financial resources of governmental funds; however,
such repayment is treated as the reduction of a Hability in the Statement of Net Assets.

‘The decrease in net pension asset does not require the use of current financial resources and is not reported
in governmental funds.

Property tax revenues deferred at the end of 2010 in the govemmental funds as they did not provide current
. financial resources, were collected during 2011 and reported as revenues in the governmentat funds.

Certain interest expense acerued and reported in the 2010 Statement of Activities did not require the use of current
financial resources until 2011 and, therefore, are reported as expenditures in governmental funds during 2011.

Change in net assets - governmental activities

The accompanying notes are an integral part of this statement.

$ (1,712,829)

100,179
ss,ioo
(158,735)
851,014
(1,054)
(5,256)

16,680

§ (856,501}




FANNIN COUNTY, GEORGIA
* STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCE - BUDGET AND ACTUAL
GENERAL FUND
FOR THE YEAR ENDED DECEMBER 31, 2011

Budget Variance With
Original Final Actual Final Budget
REVENUES
Property taxes $ 8,865,962 $ 8,865,962 $ 6,890,945 $ (1,975,017)
Franchise taxes 90,000 90,000 92,066 2,066
Sales taxes 2,300,000 2,800,000 2,834,787 34,787
Other taxes 917,600 917,000 908,147 {8,853)
Licenses and permits 125,450 125,450 111,559 {13,891)
Intergovernmental 961,075 961,075 1,100,792 139,717
Fines and forfeitures 222,500 222,500 625,161 402,661
Charges for services 751,100 751,100 918,521 167,421
Investment income - - 18,786 18,786
Contributions and donations . - - 96 96
Other - - 173,424 173,424
Total revenues 14,733,087 14,733,087 13,674,284 {1,058,803)
EXPENDITURES
Current:
General government:
Legislative 1,113,925 1,113,925 749,142 364,783
Elections 249,413 249,413 96,167 153,246
Purchasing 15,000 15,008 10,695 4,305
Tax commissioner 433,865 433,865 387,345 46,520
Tax assessor 672,135 672,735 670,767 1,968
Building and grounds 655,849 655,849 641,860 13,989
General administration 24,000 . 24,000 25,141 (1,141
Total general government 3,164,787 3,164,787 2,581,117 583,670
Judicial:
Superior court 267,862 267,862 251,802 16,060
Clerk of Superior court 493,027 493,027 440,860 52,167
District attorney 185,130 185,150 155,482 29,668
Drug task force 45,000 435,000 53,221 {8,221)
(continued)

The accompanying notes are an integral part of this statement,




FANNIN COUNTY, GEORGIA
STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCE - BUDGET AND ACTUAL

GENERAL FUND :
FOR THE YEAR ENDED DECEMBER 31, 2011

Budget Variance With -
Original Final Actual Final Budget
EXPENDITURES (continued)
Current (coniinued):
Judicial (continued):
Magistrate court 3 234,586 - $ 234,586 $ 225,273 3 9,313
Probate court 248,543 248,543 249,657 {1,114)
Juvenile court ' 209,499 - 209,499 206,127 3,372
Public defender : 221,214 221,214 239,765 (18,551)
Total judicial 1,904,881 . 1,904,881 1,822,187 82,694
Public safety:
Sheriff 1,406,918 1,406,918 1,551,874 (144,956)
Detention center 1,244,025 1,244,025 1,224,427 19,598
Resource officer 98,063 98,063 (892) 98,955
Probation center 31,746 31,746 31,558 188
Fire ) _ 427,700 427,700 310,353 117,347
Emergency medical services - 1,661,779 1,661,779 1,717,687 (55,908}
Coroner 26,955 26,955 24,694 2,261
E-911 125,451 125,451 34,223 91,228
Animal control 192,079 192,079 180,885 11,194
Emergency management 131,519 131,519 110,673 20,846
" Total public safety 5,346,235 | 5,346,235 5,185,482 1 60,753
Public works: . )
Roads and bridges 1,485,153 1,485,153 : 2,443,719 (958,5606)
Closure and postclosure care 22,000 22,000 17,930 4,070
Total public works 1,507,153 1,507,153 2,461,649 (954_,496)
Health and welfare:
Public heatlh 60,545 60,545 67,350 (6,805)
Welfare 45,498 45,498 39,967 5,531
Senior citizen center 112,042 112,042 207,526 {95,484)
Other direct assistance 27,554 27,554 20,555 6,999
Total health and welfare 245,639 245,639 335,398 (89,759)
(continued)

The accompanying notes are an integral part of this statement.
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FANNIN COUNTY, GEORGIA

STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCE - BUDGET AND ACTUAL

GENERAL FUND

FCOR THE YEAR ENDED DECEMBER 31, 2011

EXPENDITURES (continued)
Current (continued):
Housing and development:
County extension
Natural Resources Soil Conservation
Land development
Development Authority

Total housing and development

Culture and recreation:
Recreation
Arts
Regional library
Historical Commission

Total culture and recreation
Debt service:
Total expenditures

Excess {(deficiency) of revenues over
{under) expenditures

OTHER FINANCING SOURCES (USES)
Proceeds from capital leases
Transfers in
Transfers out

Total other financing sources (uses)
Net change in fund balance

FUND BALANCE, beginning
of year, restated

FUND BALANCE, end of year

Yariance
Budget With Final
Original Final Actual Budget
3 30,101 3 30,101 3 19,862 $ 10,239
9,000 9,000 7,576 1,424
342,116 342,116 248,130 93,986
129,956 129,956 105,392 24,564
511,173 511,173 380,960 130,213
488,232 488,232 404,003 84,229
63,782 63,782 66,781 (2,999)
167,720 167,720 168,079 (359)
6,000 6,000 - 6,000
725,734 725,734 638,863 86,871
1,327,485 1,327,485 196,952 1,130,533
14,733,087 14,733,087 13,602,608 1,130,479
- - 71,676 71,676
- - 158,735 158,735
- - 1,702 1,702
- - {1,362,961) (1,362,961)
- - {1,202,524) (1,202,524)
- - (1,130,848) (1,130,848)
9,267,817 9,267,817 9,267,817 -
$ 9,267,817 3 9,267,817 $ 8,136,965 § (1,130,848)

The accompanying notes are an integral part of this statement,
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FANNIN COUNTY, GEORGIA

STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCE - BUDGET AND ACTUAL
EMERGENCY 911 FUND
FOR THE YEAR ENDED DECEMBER 31, 2011

REVENUES

Charges for services
Investment income

Total Revenues
EXPENDITURES

Public safety

Total expenditures

Excess (deficiency) of revenues over
{under) expenditures

OTHER FINANCING SOURCES (USES)
Net change in find balance

FUND BALANCE, beginning of year
FUND BALANCE, end of year

The accompanying notes are an integral part of this statement.

Variance
Budget With Final
Original Final Actual Budget

$ 410,000 $ 410,000 361,203 b (48,797)
2,000 2,000 1,172 {828)
412,000 412,000 362,375 (49,625)
412,000 412,000 560,177 (154,177)
412,000 412,000 566,177 (154,177)
- - {203,802) (203,802)
- - (203,802) (203,802)

323,114 323,114 323,114 -
$ 323,114 $ 323,114 119,312 3 (203,802)
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N FANNIN COUGNTY, GEORGIA

STATEMENT OF FIDUCIARY ASSETS AND LIABILITIES

AGENCY FUNDS
DECEMBER 31, 2011

ASSETS

Cash

Restricted cash
Taxes receivable

Total assets

LIABILITIES
Due to others

Total liabilities

The accopanying notes are an integral part of this statement,
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Funds

3,087,954
193,541

3,911,945
7,193,440

7,193,440
b 7,193,440




FANNIN COUNTY, GEORGIA
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2011

NOTE 1,

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements of Fannin County, Georgia (the “County”) have been prepared in conformity with
accounting principles generally accepted in the United States of America (GAAP) as applied fo government
units. The Governmental Accounting Standards Board (GASB) is the accepted standard-setting body for
establishing governmental accounting and financial reporting principles, The more significant of the
County’s accounting policies are described below.

A, Reporting Entity

The County operates under a County Commission form of government. As required by accounting principles
generally accepted in the United States of America, the financial statements of the reporting entify include
those of Fannin County, Georgia {the primary government) and its component units. The component units
discussed below are included in the County’s reporting entity because of the significance of their operational
and financial relationships with the County. In conformity with accounting principles generally accepted in
the United States of America, as set forth in GASB Statement No. 14, “The Financial Reporting Entity” as
amended by GASB Statement No. 39, “Determining Whether Certain Organizations Are Component Units”,
the component units® financial statements have been included as discretely presented or blended, as required.
Each discretely presented component unit is reported in a separate column in the government-wide financial
statements to emphasize that it is legally separate from the County. Based upon the application of these
criteria, the following is a brief review of each component unif addressed in defining the County’s reporting

entity.

The Fannin County Development Authority (the “Development Authority”) provides a means to develop
and promote trade, commerce, industry and employment opporfunities within the County. The Development
Authority is used as a flow through for grant monies and expenditures for real estate development projects.
All nine board members of the Development Authority are appointed by the County and the County has a
significant financial relationship with the Development Authority. Financial information related fo the
Development Authority may be obtained from the Office of the County Clerk of Fannin County, Georgia,

The Fannin County Parks and Recreation Commission (the “Parks and Recreation Comumission™)
manages and maintains parks and recreation facilities for the benefit of Faimin County citizens. The County
appoints all seven of the Parks and Recreation Commission’s board members and the County has a
significant financial relationship with the Parks and Recreation Commission. Financial information related
to the Parks and Recreation Commission may be obtained from the Office of the County Clerk of Farmin
County, Georgia.

The Fannin County Department of Public Health (the “Health Department”) provides health related
services to residents of Fannin County. The County provides the Health Department with its building space,
liability insurance, maintenance on the building and janitorial services. The presentation of the Health
Department’s financial information was faken from its audited financial report as of June 30, 2011. Separate
financial statements for the Health Department can be obtained from their administrative offices at Georgia
Department of Health Resources, Northwest Health District, 111 Bryant Crossing, Suite AA, Daiton, Georgia
30720,

The Fannin County Building Authority (the “Building Authority”) is also governed by a board appointed
by the County Commissioners who have the ability to impose their will on the Building Authority. Although
it is legally separate from the County, the Building Authority is reporied as if it is a part of the primary
government, as a blended component unit, because its primary purpose is to acquire, construct, and maintain
capital projects for use by the County. Financial information related to the Fannin County Building
Authority may be obtained from the Office of the County Clerk of Fannin County, Georgia.
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FANNIN COUNTY, GEORGIA
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2011

NOTE 1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

B. Government-wide and Fund Financial Statements

The government-wide financial statements (i.e. the Statement of Net Assets and the Statement of Activities)
report information on all of the non-fiduciary activities of the primary government and its component units.
For the most part, the effect of inter-fund activity has been removed from these statements. Governmental
activities, which normally are supported by taxes and intergovernmental revenues, are reported scparately.
Likewise, the primary government is reported separately from certain legally separate component units for
which the primary government is financially accountable,

The Statement of Activities reports the degree to which the direct expenses of a given function or segment
are offset by program revenues. Direct expenses are those that are clearly identifiable with a specific
function or segment. Program revenues include: 1) charges to those who purchase, use or directly benefit
from goods, services or privileges provided by a given function or segment, and 2) grants and confributions
that are restricted to meeting the operation or capital requirements of a particular function or segment. Taxes
and other items not properly included among program revenues are reported instead as general revenues.

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

The County reports the following major governmental funds:

The General Fund is the County’s primary operating fund. It accounts for all financial resources of
the general government, except those required to be accounted for in another fund.

The SPLOST/Roads Fund accounts for the financial resources provided from the Special Purpose
Local Option Sales Tax in which such resources are to be used for the maintenance and consiruction
of roads, streets, and bridges or other legally authorized purposes.

The Water/Capital Projects Fund accounts for capital expenditures in connection with the
development and construction of the County’s future water system. Expenditures through December
31, 2011 have been funded by loans from the General Fund. Financial resources provided by grants
and the County’s 2011 Special Purpose Local Option Sales Tax will provide future funding,

The Emergency 911 Fund accounts for receipt of fees imposed on land and wireless telephone lines in
the County used to offset the operating and personnel costs of providing emergency services.

Additionally, the County reports the following fund types:

Special revenue funds account for the proceeds of specific revenue sources that are legally restricted
" to expenditures for specified purposes.

Agency (fiduciary) funds are used to account for the collection and disbursement of monies by the
county on behalf of other governments and individuals.
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FANNIN COUNTY, GEORGIA
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2011

NOTE 1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES .(CONTINUED)
B. Government-wide and Fund Financial Statements (Continued)

The Water/Capital Projects Fund, as described above, was inadvertently reported in the December 31, 2010,
financial report as the Water and Sewer Authority, a major proprietary fund. During 2011, the balances in
the proprietary fund at December 31, 2010, were transferred to the Water/Capital Projects Fund. (Sce also
Note 17 for the effect on beginning fund balance and net assets of reclassifying balances from a proprietary
fund to a capital projects fund,) The Water/Capital Projects Fund is currently used fo account for capital
expenditures related to the County’s future water system. Management’s intentions are to eventually turn
this water system over to the newly formed Fannin County Water Authority (the “Water Authority”), which
is a political subdivision of the State of Georgia, approved by the State of Georgia in April, 2010. The Water
Authority consists of seven (7) voting members appointed by the County Commissioners, Commissioners
may appoint themselves as members. The executive director of the Fannin County Development Authority
serves as a nonvoting member of the Water Authority. The Water Authority had no cash accounts and no

operating activities in 2010 or 2011.
C. Measurement Focus, Basis of Accounting, and Financial Statement Presentation

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

Governmental fund financial statemenis are reported using the current financial resources measurement
Jocus and the modified accrual basis of accounting. Revenues are recognized as soon as they are both
measurable and available. Revenues are considered to be available when they are collectible within the
current period or soon enough thereafter to pay liabilities of the cwrent period, For this purpose, the County
considers revenues to be available if they are collected within 60 days of the end of the current fiscal period.
Expenditures generally are recorded when a lability is incurred, as under accroal accounting. However, debt
service expenditures, as well as expenditures related to compensated absences, are recorded only when
payment is due.  Allocations of costs, such as depreciation and amortization, are not recognized by the
governmental funds. '

Property taxes, sales taxes, franchise taxes, intergovernmental granfs, charges for services and investment
income associated with the current fiscal period are all considered to be susceptible to accrual and so have

_ been recognized as revenues of the current fiscal period. All other revenue items are considered to be

measwrable and available only when cash is received by the County.

D. Cash and Investments

Georgia statutes require all financial institution deposits and investments in excess of the federal depository
insured amount to be fully collateralized by an equivalent amount of state or U.S. obligations. Georgia
statutes authorize the County to invest in U.S. Government obligations; U.S. Government agency obligations;
obligations of the State of Georgia; 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,;
repurchase agreements when collateralized by the U.S. government or agency obligations; and pooled
investment programs sponsored by the State of Georgia for the investment of local government funds.
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FANNIN COUNTY, GEORGIA _
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2611

NOTE 1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

E. Interfund Transactions and Balances

Quasi-external transactions are accounted for as revenues and expenditures, Transactions that constitute
reimbursement to a fund for expenditures initiaily made from it that are properly applicable to another fund
are recorded as expenditures in the reimbursing fund and as reductions of expenditures in the fund that is
reimbursed. Outstanding interfund balances at year end related fo such reimbursements, as well as activity
between funds representative of lending/borrowing arrangements, are reported as “due to/from other funds”
in the governmental fund financial statements. All other interfund transactions are reported as fransfers, At
year end, all interfund balances outstanding and all transfers among governmental funds are eliminated in the
government-wide statements,

F. Prepaid Items

Payments to vendors for services that will benefit periods beyond December 31, 2011, are recorded as
prepaid items. Prepaid items reported in the governmental funds are also equally offset by fund balance
classified as nonspendable, which indicates that they do not constitute “available, spendable financial
resources” even though they are a component of net current assets,

G. Capital Assets

Capital assets, which include property, plant, equipment, and infrastructure, are reported in the government-
wide financial statements. Capital assets, not including infrastructure, are defined by the County as assets
with an initial, individual cost of more than $5,000 and an estimated useful life of two or more years. Such
assets are recorded at historical cost or estimated historical cost if purchased or constructed, Donated capital
assets are recorded at estimated fair market value at the date of donation.  General infrastructure asseis
acquired prior to July 1, 2001 consist of road network assets that were acquired or that received substantial
improvements subsequent to January 1, 1980, and are reporied at estimated historical cost using deflated
replacement cost. The capitalization threshold for infrastructure is $50,000.

The cost of normal maintenance and repairs that do not add to the value of the asset or materially extend
assets’ lives are expensed as incurred. Major outlays for capital assets and improvements are capitalized as
projects are constructed.

Capital assets of the primary government are depreciated using the straight line method over the following
estimated useful lives:

Asset Category Years
Infrastructure 30
Buildings 50
Building Improvements 20
Machinery and Equipment 3-15
Vehicles 2-15

H, Long-Term Obligations

In the government-wide financial statements, long-term debt and other long-tenm obligations are reported as
liabilities of the primary government under governmental activities.
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FANNIN COUNTY, GEORGIA
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2011

NOTE 1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

I, Compensated Absences

The County offers full-time employees compensated time off for vacation and sickness. Vacation leave is
determined by the years of services and sick leave is accrued at one-half day per month, or six days per year,
Vacation leave is forfeited if not taken by December 31% of each calendar year; therefore, it is expensed as
incurred. Accrued and unpaid sick leave at year end is not recorded as a liability as it is contingent upon
employees’ future illness.

J. Fund Balance

The County has adopted GASB Statement No. 54, which establishes criteria for classifying fund balances in
governmental fund financial statements. Fund balances are presented based on classifications that comprise a
higrarchy which is based primarily on the extent to which the County is bound to honor constraints on the
specific purposes for which amounts in the respective governmental funds can be spent. The classifications
used in the governmental fund financial statements are as follows:

Nonspendable: This classification includes amounts that cannot be spent because they are either (a) not in
spendable form or (b) are legally or contractually required to be maintained intact, The County has classified
prepaid items as being Nonspendable as these items are not resources in spendable form,

Restricted: This classification includes amounts that are restricted fo specific purposes whereby constraints
have been placed on the use of the resonrces either (a) externally imposed by creditors (such as through a
debt covenant), grantors, contributors, or laws or regulations of other governments, or (b) imposed by law
through constitutional provisions or enabling legislation. The County’s special revenue and capital projects
funds are legally restricted to expenditures for specific purposes.

Committed: This classification includes amounts that can be used only for specific purposes pursuant to
constraints imposed by formal action of the Board of Commissioners. These amounts cannot be used for any
other purpose unless the Board removes or changes the specified use by taking the same type of action
(ordinance or resolution) that was employed when the funds were initially committed. This classification
also includes contractual obligations to the extent that existing resources in the fund have been specifically
committed for use in satisfying those contractual requirements. ‘The County did not have any committed
resources as of December 31, 2011,

Assigned: This classification includes amounts that are constrained by the County’s infent to use for a
specific purpose but are neither restricted nor comunitted. This intent can be expressed by (a) the Board of
Commissioners itself or (b} the Board delegating this responsibility to County management through the
budgetary process. This classification also includes all remaining positive fund balance for all governmental
funds other than the General Fund.

Unassigned: This classification includes the residual fund balance for the General Fund. It represents fund
balance that has not been assigned to other funds and that has not been restricted, committed or assigned to
specific purposes within the General Fund, The Unassigned classification also includes negative residual
fund balance of any other governmental fund that cannot be eliminated by offsetting of Assigned fund
balance amounts. :

The County’s policy would be to use restricted fund balances first when an expenditure is incurred for
purposes for which both restricted and unrestricted (committed, assigned, or unassigned) amounts are
available. Otherwise, it is the county’s policy to reduce committed amounts first, followed by assigned
amounts, and then unassigned amounts when expenditures are incurred for purposes for which amounts in
any of those urestricted fund balance classifications could be used.
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FANNIN COUNTY, GEORGIA
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2011

NOTE1.

NOTE 2,

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONCLUDED)

K. Use of Estimates

The preparation of financial statements in conformity with accounting principals generally accepted in the
United States of America requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities, the disclosure of contingent assets and liabilities at the date of the financial
statements, and the reported amounts of revenues and expenses during the reporting period. Actual results
could differ from these estimates.

LEGAL COMPLIANCE - BUDGETS

A. Budgets and Budgetary Accounting

The County follows these procedures in establishing the budgetary data reflected in the financial statements:

1. The County’s annual budgets are prepared on anticipated revenues and appropriated
expenditures. Revenue anticipation, generally conservative, is designed to help ensure
fiscal responsibility and maintain a balanced budget. The operating budget includes
proposed expenditures and the means of financing them are based on prior year results and
estimated current needs.

2. Public hearings are conducted by the Board of Commissioners to obfain faxpayer
comments.

3. On or before August 15 of the preceding year, all agencies of the government submit
requests for appropriations to the Chairman of the Board of Commissioners. Before
September 1, the proposed budget is presented to the Board of Commissioners for review.
The final budget must be prepared and adopted no later than December 1.

4, The Chairman of the Board of Commissioners is authorized to fransfer amounts between
accounts within any department. All supplemental appropriations or transfers of
appropriations between departments must be approved by the Board of Commissioners.

The legal level of control (the level at which expenditures may not legally exceed appropriations) for each
legally adopted anmual operating budget is at the department level.

Annual appropriated budgets, which are adopted on a basis consistent with generally accepted accounting
principals, are adopted for the General Fund, and each Special Revenue Fund. Budget amounts are as
originally adopted, or as amended by the Board of Commissioners. There were no material supplementary
appropriations made during the year. All annual appropriations lapse at year-end.

B. Excess of Expenditures over Appropriations

For the year ended December 31, 2011, expenditures did not exceed appropriations at the department level
(the legal level of control), except as follows:
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FANNIN COUNTY, GEORGIA
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2011

NOTE 2.

NOTE 3.

LEGAL COMPIIANCE - BUDGETS (CONCLUDED)

B. Excess of Expenditures over Appropriations (Concluded)

Fund/Department Excess
General Fund:
General Adminstration $ 1,141
Drug Task Force 8,221
Probate Court 1,114
Public Defender 18,551
Sheriff 144,956
Emergency Medical Services 55,908
Roads and Bridges 958,566
Public Health 6,805
Senior Citizen Center 95,484
Arts 2,999
Regional Library 359

Emergency 911 Fund:
Public Safety 154,177

- The overages in expenditures resulted from unanticipated costs, and were funded by capital lease or available

fund balance.

CASH AND INVESTMENTS

Cash and cash equivalents include cash on hand, demand deposits, money market accounts, and certificates
of deposit. Cash also includes funds currently invested in the Georgia Fund 1 Liquidity Pool. Georgia Fund
1, created by OCGA 36-83-8, is a stable net asset value investment pool which follows Standard and Poor’s
criteria for AAA rated money market funds. It is regulated by the Georgia Office of Treasury and Fiscal
Services. The reported value of the pool is the same as the fair value of the pool shares.

Credit risk. State statutes limit investments to obligations issued by the U.S. government; obligations fully
insured or guaranteed by the U.S. Government; obligations of the State of Georgia or other states; prime
banker’s acceptances; the local government investment pool established by state law; repurchase agreements
when collateralized by the U.S. Government or agency obligations; and obligations of other political
subdivisions of the State of Georgia,

Custodial credit risk ~ deposits. Custodial credit risk for deposits is the risk that, in the event of the failure
of a depository financial institution, a government will not be able to recover deposits or will not be able to
recover collateral securities that are in the possession of an outside party. State statutes require all deposits
and investments (other than federal or state government instruments) to be collateralized by depository
insurance, obligations of the U.S. government, or bonds of public authorities, counties, or municipalities. At
December 31, 2011, all financial institution deposits were fully insured or collateralized.
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FANNIN COUNTY, GEORGIA
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2011

NOTE 4.

RECEIVABLES

Receivables at December 31, 2011, for the County’s individual major funds and nonmajor funds in the
aggregate are as follows:

" Primary Government:

General SPLOST/ Nonmajor
Fund Roads E-911 Funds
Recievables:
Property taxes $ 1,148475 § - $ - 3 -
Accounts _ 536,287 - - 49,811 129,205
Due from other
Governments 410,685 405,570 - 11,248
Gross Receivables 2,095,447 405,570 49,811 140,453
Less allowance for
uncollectibles 123,200 - - -

Total receivables-net $ 1,972,247 § ‘405,570 $ 49811t § 140,453

The County bills and collects its own property taxes and those taxes for the Fannin County School System
and certain municipalities within the County. Collections of the County taxes and remittance of them to the
General Fund, the school system, and municipalities are accounted for in the Tax Commissioner Agency
Fund. County property taxes are recognized when levied to the extent that they result in current receivables.

Property taxes were levied on September 2, 2011, based on assessed values on January 1* and are due on
December 20" of each year. Collections of property taxes are made throughout the year. Liens may be
attached to property for unpaid taxes at any time within three years after the due date.

At December 31, 2011, ambulance billings of $362,353 were outstanding for emergency services, and are
included in accounts receivable above. An allowance for uncollectible accounts of $123,200 has been
provided for amounts and charges not allowed by Medicare, Medicaid or other insurance contracts. The
aliowance is estimated by the County based on historical experience. Accounts are written off when deemed
uncoliectible by the County or advised as such by third party payers. The Board of Commissioners reviews
all accounts and decides whether they are fo be written off or pursued for collection.

The-space on this page was infentionally left blank
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FANNIN COUNTY, GEORGIA
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2011

NOTE 5.

CAPITAL ASSETS

Activity in capital asset accounts of the primary government and its discretely presented component units for
the year ended December 31, 2011, was as follows:

A, Primary Government

Bepinning
Balance Reclassi- ' Ending
Governmental Activities: (Restated) Increases fications Balance
Capital assets, not being
depreciated:
Land 3 1,979,289 § 151,610 § - $ 2,130,899
Construction in ‘
progress {1) 1,161,059 872,168 {1,659,327) 373,900
Total 3,140,348 1,023,778 {1,659,327) 2,504,799
Capital assets, being
depreciated;
Infrastructure 21,278,099 427,429 1,626,932 23,332,460
Buildings and
improvements 19,784,019 110,639 - 19,894,058
Machinery and
equipment 11,858,773 472,430 32,395 12,363,598
Total 52,920,891 1,009,898 1,659,327 55,590,116
Less accumulated
depreciation for:
Infrastructure 10,860,922 834,166 - 11,695,088
Buildings and
improvements 3,234,767 : 423,076 - 3,657,843
Machinery and
equipment 8,673,250 623,155 - 9,296,405
Total 22,768,939 1,880,397 - 24,649,336
Total capital assets being
depreciated, net 30,151,952 (870,499) 1,659,327 30,940,780
Governmental activities
Capital assets, net $ 33202300 § 153,279 $ - $ 33,445,579

{I) Beginning construction in progress has been restated to include capital expenditures of $286,587
inadvertently reported in a proprietary fund at December 31, 2010, as explained in Note [(B). Such prior
capital expenditures and additional expenditures of $77,863 during 2011 have been paid by the General
Fund on behalf of the Water/Capital Projects Fund. These expenditures totaling $364,450 are primarily
for professional fees in connection with water system design and engineering. The remaining
construction in progress balance of $9,450 includes capital expenditures of $5,350 during 2010 and
additional expenditures of $4,100 during 2011 for a future helicopter pad for the County. :

Reclassifications of $1,659,327 above represent the accumulated costs incuired on road and bridge

projects and software licensing that were completed and put into service during 2011. There were no
disposals of capital assets during the year ended December 31, 2011,
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FANNIN COUNTY, GEORGIA
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2011

NOTE 5. CAPITAL ASSETS (CONTINUED)

Depreciation expense during the year ended December 31, 2011, was charged to functions/programs of the
primary government as follows:

Governmental activities:

General government $ 197,406
Judicial 4,373
Public safety 515,591
Public works 1,013,655
Health and welfare 46,155
Culture and recreation 97,475
Housing and development 5,742
Total $ 1,880,397

B. Discretely Presenfed Component Unit — Development Authority

Capital assets, not being
depreciated:
Land
Construction in
progress
Total
Capital assets, being
depreciated:
Land improvements
Buildings and
improvements
Machinery and
equipment
Total
Less accumulated
depreciation for:
Land improvements
Buildings and
improvements
Machinery and
equipment
Total
Total capital assets being
depreciated, net

Total capital assets, net

Beginning Reclassi- Ending
Balance Increases fications Balance
$ 579,612 $ - $ - 579,612
- 455,734 {147,362) 308,372
579,612 455,734 {147.362) 887,984
5,000 - - 5,000
833,255 - 147,362 980,617
110,546 - - 110,546
948,801 - 147,362 1,096,163
5,000 - - 5,000
97,178 26,935 - 124,113
87,481 4,139 - 91,620
189,659 31,074 - 220,733
759,142 (31,074} 147,362 875,430
$ 1,338,754 § 424,660 $ - 1,763,414

Reclassifications of $147,362 above represent building renovations completed during 2011, There werc no
disposals of capifal assets during the year ended December 31, 2011.
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FANNIN COUNTY, GEORGIA
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2011

NOTES. CAPITAL ASSETS (CONCLUDED)

C. Discretely Presented Component Unit — Department of Public Health

Beginning ' Ending
Balance Increases Decreases Balance
Capital assets, being
depreciated:
Office Equipment 3 8791 § - $ - $ 8,791
Leasehold
improvements 6,580 - - 6,580
Total 15,371 - - 15,371
Less accumulated
depreciation for:
Office equipment 7,066 058 - 7,724
Leasehold
improvements 3,328 1,725 - 5,053
Total 10,394 2,383 - 12,777
Total capital assets being
depreciated, net 4,977 (2,383) - 2,594
Total capital assets, net 3 4977 § (2,383) $ - 3 2,594

NOTE 6. RESTRICTED ASSETS

Restrictions on cash and cash equivalents at December 31, 2011, in the following funds are as follows:

: Restricted

Governmental Activities Balance

SPLOST/Roads - for roads and bridges $ 2,298,757
Emergency 911 - for emergency services 307,086
Nommajor funds - for purposes of grants received 83,900
Nonmajor funds - for sheriff and jail operations 126,555
Nonmajor funds - for juvenile services 47,536
Nonmajor funds - for technology 154,456
Nonmajor funds - for economic development 52,872
Nonmajor funds - for other purposes 19,023
Total restricted cash and cash equivalents 3 3,091,085
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FANNIN COUNTY, GEORGIA
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2011

NOTE 7. LONG-TERM DEBT
Primary Government

The following is a summary of long-term debt activity for the year ended December 31, 2011:

Governmental Beginning Ending Due within
Activities: Balance Additions Reductions Balance One Year
Revenue Bonds  $ 4,195,000 § - $ 300,000 § 3,895000 3 315,000

Certificates of

Participation 5,375,000 - 385,000 4,990,000 400,000
Capital leases 600,836 158,735 166,014 593,557 150,392
Total 3 10,170,836 $ 158,735 $ 851,014 § 9478557 § 865,392

Revenue Bonds - During the year ended December 31, 2001, the Fannin County Building Authority issued
$6,420,000 in series revenue bonds for the construction of a new jail facility and for the purchase of land for
a county park. The revenue bonds bear interest at varying rates from 2.7% to 5.0% and mature in 2021,
Tuture debt service requirements are as follows:

Calendar Year Principal Inferest Total

2012 $ 315,000 $  18G,305 $ 495305
2013 325,000 166,062 491,062
2014 340,000 150,930 490,930
2015 360,000 134,650 494,650
2016 375,000 117,190 492,190
2017-2021 2,180,000 282,180 2,462,180

Total  § 3,895,000 $ 1,031,317 $ 4,926,317

Certificates of Participation — During the year ended December 31, 2001, the County also issued
$8,155,000 Certificates of Participation Public Purpose Project 2001, through the Association of County
Commissioners of Georgia’s {the “ACCG”) leasing program fo help finance construction of the new
Courthouse. The Certificates of Participation bear interest at rates varying from 2.7% to 5.0% and mature in
2021, Future debt service requirements are as follows:

The space on this page was intentionally left blank
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FANNIN COUNTY, GEORGIA
NOTES TO FINANCIAL STATEMENTS
DECEMBER 131, 2011

NOTE 7.

LONG-TERM DEBT (CONTINUED)

Primary Government (Continued)

Calendar Year Principal Interest Total

2012 $ 400,000 $ 231,065 $ 631,065
2013 420,000 212,815 632,815
2014 440,000 193,245 633,245
2015 460,000 172,315 632,315
2016 480,000 149,985 629,985
2017-2021 2,790,000 330,702 3,120,702

Total § 4,990,000 $ 1,290,127 $ 6,280,127

Subsequent Event - Sale/Repurchase Agreement — During December 2011, the County entered into a sale
and repurchase agreement with the ACCG for the purpose of paying off the Certificates of Participation and
the Revenue Bonds identified above. Although the agreement was executed in 2011, the monies did not
exchange until February 1, 2012, and April 1, 2012, the next semi-annual maturity dates of the Certificates of
Participation and Revenue Bonds, respectively. Upon the exchange of funds, the County transferred the
Court House and Jail facilities to the ACCG, Total borrowings under the sale and repurchase agreement
were $9,325,250. From these proceeds, $5,155,833 was used to pay off the 2001 Certificates of Participation
including interest, $4,024,418 was used to pay off the Building Authority Revenue Bonds including interest,
and $144,999 was used to pay the costs of issuance of the new debt. Simultaneous with completion of these
payments, the County entered into an installment sale agreement with the ACCG to repurchase the Court
House and Jail facilities in the amount of $9,325,250., The ACCG has assigned this installment sale
agreement fo Bank of America. The issnance costs of $144,999 will be amortized over the life of the debt,
This installment sale agreement bears interest at a rate of 2.39% and matures in 2021, Future debt service
requirements under the agreement, which replace the future debt service disclosed above for the Certificates
of Participation and Revenue Bonds, are as follows:

Calendar Year: Principal Interest Total

2012 3 270,070  § 180,400 §$ 450,470
2013 ' 912,913 210,964 1,123,877
2014 ' 935,162 189,013 1,124,175
2015 960,453 166,511 1,126,964
2016 978,727 143,447 1,122,174
2017-2021 5,267,925 345,705 5,613,630
Total $ 9325250 % 1,236,040  § 10,561,290

Capital Leases — The County has entered into lease agreements for financing the acquisition of various
public safety vehicles. The lease agreements qualify as capital leases for accounting purposes and, therefore,
have been recorded at the present values of the future minimum lease payments. Lease interest rates vary
from $2.4% to 6.1%. The fotal cost of vehicles financed under capital leases is $789,688 at December 31,
2011, and such cost is included under governmental activities in the accompanying financial statements,
Future debt service requirements under capital leases are as follows:
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NOTE 7,

LONG-TERM DEBT (CONTINUED)

Primary Government (Concluded)

Calendar Year: Total

2012 $ 174,886
2013 151,638
2014 151,639
2015 97,241
2016 97,241
Total minimum lease payments 672,645
Less: amount representing interest 79,088
Present value of minimym lease payments $ 583,557

Landfill Post Closure Costs - State and Federal regulations required the County to close its landfill once its
capacity was reached December 31, 1996, and to monitor and maintain the site after closure. The County
elected an early closure date of April 10, 1994 when capacify was at eighty percent. During 1994,
engineering studies estimated post closure costs of approximately $66,121 to complete the closure of its solid
waste landfill. These costs were based on the amount that would be paid if all equipment, facilities, and
services required to monitor and maintain the landfill were acquired as of the expected date of closure.
Amounts were expensed as closure of the landfill was completed. On February 1, 2000, the County received
its closure certificate; therefore, no significant future expenditures are expected. At December 31, 2011, no
liability remains in accounts payable for post closure care costs,

Component Unit — Development Authority

The following is a summary of long-term debt activity for the year ended December 31, 2011:

Component Unif -
Development Beginning Ending Due within
Authority Balance - Additions Reductions Balance One Year
OneGeorgia Authority
Note Payable -
Pait 1 3 - s 308,371 § - $ 308,371 % -
Part 2 - 147,362 535 146,827 4,137
Total $ - $ 455733 8§ 535 % 455,198 3 4,137
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NOTE 7.

NOTE 8.

LONG-TERM DEBT (CONCLUDED)

Note Payable Agreement - During the year ended December 31, 2011, the Fannin County Development
Authority entered into a note payable agreement with OneGeorgia Authority for the purpose of renovating a
building that the Authority purchased in 2010, The note payable was awarded in two parts. Part 1 of the
award was in the amount of $352,638 of which only $308,371 was drawn. This portion of the note will not
become due and will not be amortized untit the earlier of five years from the last drawdown on the note or at
the time the building becomes 70% leased. At that time Part | will be due and payable over a 20 year term at
0% interest. The amortization schedule below reflects the Part 2 of the loan which is being amortized over a
term of 20 years at 3.0% interest. This portion of the loan was used for the renovation of space in the
building which was leased during 2011, Future debt service requirements under Part 2 are as follows:

Calendar Year: Principal Interest Total

2012 $° 4137 8 3273 § 7410
2013 5,663 4,217 9,880
2014 5,834 4,040 9,880
2015 6,011 3,869 9,880
2016 6,194 3,686 9,880
2017-2021 33,904 15,496 49,400
2022-2026 39,369 10,031 49,400
2027-2031 45,715 3,685 49,400
Total $ 146,827 $ 48,303 $ 195,130

FUND BALANCE

For the year ended December 31, 2011, the County adopted GASB Statement No. 54, which redefined how
fund balances of the governmental funds are presenied in the financial statements. Accordingly, fund
balances are classified as follows:

Nonspendable: Amounis that are not in spendable form or because they are legally or contractually required
0 be maintained intact,

Restricted: Amounts that can be spent only for specific purposes as imposed by state or federal laws, or
constraints imposed by grantors or creditors,

Unassigned: All amounts not included in other spendable classifications for the General Fund and negative
residual fund balances of any other governmental fund that cannot be eliminated by offsefting of assigned
fund balance amounts,

The details of fund balances included in the accompanying Governmental Funds Balance Sheet at December
31, 2011, are as follows:

General Fund - The General Fund has Unassigned Fund Balance of $8,014,394 at December 31, 2011
Prepaid items in the amount of $122,575 are considered Nonspendable Fund Balance.
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NOTE 8.

FUND BALANCE (CONCLUDED)

Other Major Funds - The SPLOST/Roads Fund has Resiricted Fund Balance of $2,291,465 to be used for
road, street and bridge projects. The Water/Capital Projects Fund has an Unassigned Fund Deficit of
($363,950) resulting from the water project expenditures financed by borrowings from the General Fund. The
Emergency 911 Fund has Restricted Fund Balance of $114,312 to be used for operating and personnel costs
of providing emergency services and a Nonspendable Fund Balance of $5,000 for prepaid items.

Other Funds — The following nonmajor funds have Restricted Fund Balances designated for the following
specific purposes:

. Restricted
Nonmajor Funds Purpose Fund Balance
Special Revenue Funds:
Law Library acquire and maintain law library materials $ 15,405
Confiscated Assets public safety purposes (except salaries of law
enforcement personnel) 7,426
Multiple Grant purposes specified by grantors of monies received
from various Federal and State agencies 56,615
Crime Victims Assistance benefit victims of erime and their families 2,805
Drug drug abuse freatment and education 44,806
Juvenile operations, staffing and juvenile related programs 47,691
Excise Tax Lodging tourism promotion within the County 1,810
Clerks Technology technology upgrades in Clerk's Office 154,456
Revolving Loan economic development within the County 72,494
Donations/Special Projects construction of capital projects 20,668
Capital Projects Funds:

SPLOST/Capital Improvements construction of capital projects 340,539
' ' $ 764,715

At December 31, 2011, the Jail Fund (a special revenue fund) had a deficit fund balance in the amount of
($26,718), which is considered Unassigned Fund Balance.

The space on this page was intentionally left blank
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NOTE 9.

NOTE 10.

|
|
|
INTERFUND RECEIVABLES, PAYABLES AND TRANSFERS
The composition of interfund balances as of December 31, 2011, is as follows:

Receivable Fund Payable Fund Amounts

General Fund Water/Capital Projects  § 364,450
General Fund SPLOST/Roads 76,525
General Fund Emergency 911 237,912
General Fund Nonmajor funds 79,140
SPLOST / Roads General Fund 93,040
Nonmajor funds SPLOST/Roads 337,955

$ 1,185,022

These balances resulted from the time lag between the dates that (1) interfund goods and services are
provided or reimbursable expenditures occur, (2) transactions are recorded in the accounting system, and (3)
payments between funds are made. All interfund receivables and payables arc considered current and
repayment is expected within the next fiscal year.

The composition of interfund transfers as of December 31, 2011, is as follows:

Transfers In Transfers Oui Amount

Nommajor finds General Fund 3 1,362,961
General Fund Nonmajor funds 1,702
Nonmajor funds SPLOST/Roads 188,299

5155296

Transfers are used to (I) move revenues from the fund that statute or budget requires for collection to the
fand that the statute or budget requires for expending such revenues, or (2) move unresiricted revenues
collected in the General Fund to other funds in order to finance various programs in accordance with
budgetary authorizations.

DEFINED BENEFIT PENSION PLAN

Plan Description — Primary Government

" The County sponsors the Association of County Commissioners of Georgia (“ACCG”) Restated Pension

Plan for Fannin County Employees (the Plan), which is a defined benefit pension plan. The Plan provides
retirement, disability, and death benefits to plan participants and beneficiaries,
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NOTE 16,

DEFINED BENEFIT PENSION PLAN (CONTINUED)

Through the adoption agreement executed by the County Board of Commissioners, the Plan is affiliated with
the Association of County Commissioners of Georgia Third Restated Defined Benefit Plan (the “ACCG
Plan”), an agent multiple-employer pension plan, administered by GEBCorp. The ACCG, in its role as the
Plan Sponsor, has the sole authority to amend the provisions of the ACCG Plan, as provided in Section 19.03
of the ACCG Plan document. The County has the authority to amend the adoption agreement, which defines
the specific benefit provisions of the Plan, as provided in Section 19.02 of the ACCG Plan document. ACCG
issues a publicly available financial report that includes the financial statements and required supplementary
information, That report may be obtained by writing to GEBCorp, 1100 Circle 75 Parkway, Suite 3000,
Atlanta, Georgia, 30339,

Membership
As of January 1, 2011, Plan membership consisted of the following:
Retired participants, disabled and beneficiaries

currently receiving benefits 40

Terminated participants and beneficiaries entitled
to benefits, but not yet receiving benefits: 65
Active participants _148
Total ‘ 253

II

Funding Policy — The County is required to contribute an actuarially determined amount annually to the
Plan’s trust. The recommended contribution of $722,067 for 2011 was 14.8% of annual covered payroll.
The contribution amount is determined using actuarial methods and assumptions approved by ACCG Plan
trustees, and meets or exceeds the minimum contribution requirement contained in State of Georgia statutes:
No contributions are required or permitted by participants. All costs of the Plan are paid by the County.

Annual Pension Cost — The County®s annual pension cost and net pension asset (obligation) for the year
ended December 31, 2011, were determined as follows:

Derivation of Annual Pension Cost / Net

Pension Asset 2011
Annual required contibution 3 722,067
TInierest on net pension asset (15,059)
Amortization of net pension asset 16,113
Annual pension cost for the year 723,121
Actual contributions to the Plan for the year 722,067
Decrease in net pension asset 1,054
Net pension asset as of January 1, 2011 194,316
Net pension asset as of December 31, 2011 § 193,262

There were no substantive changes in Plan provisions, actuarial methods or assumptions since the prior
valuation. The following table summarizes the actuarial methods and assumptions used in the actuarial
valuation of January 1, 2011. ‘
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NOTE 10. DEFINED BENEFIT PENSION PLAN (CONCLUDED)
Basis of Valuation
Current valuation date January 1, 2011
Actuarial assumptions:
Ammual retumn on invested plan assets 7.75%
Projected annual salary increases (based on age) 5.0% 10 7.5%
Expected annual inflation 3.00%
Agset valuation method Smoothed Market Value
Actuarial cost method Projected Unit Credit

Amortization method
Remaining amortization period {estimated for

Level Percent of Payroll (Closed)

all unfunded liabilities combined into one) 10
Trend Information for the Plan
Fiscal Annual Actual Percentage of Net
Year Pension County APC Pension
Begiuning Cost{ APC) Contribution  Coniributed Asset
1/1/2011 3 723,121 % 722,067 999 % § 1947316
1/1/2010 646,493 645,434 99.8 195,375
1/1/2009 611,175 620,321 101.5 186,229
Funding Status of the Plan
Actuarial Annual UAAL as
Actuarial Accrued Unfunded Covered a Percent
Value of Liability AAL Funded Payroll of Covered
Measurement the Assets (AAL) (UAAL) Ratio (Prior Year) Payroll
Date (a) (b) (b-2) (a/) © ((b-a)/c)
1273172611 § 5972484 3§ 7,895,068 $ 1,926,584 75.6% $ 4,872,050 395 %

The assets and liabilities shown above reflect expected amounts as of the last day of the plan year. These
amounts may vary from those used in determining the required contribution, since those calculations use

actual amounts as of the first day of the next plan year.

The required schedule of funding progress immediately following the notes to the financial statements
presents multi-year trend information about whether the actuarial value of plan assets is increasing or

decreasing over time relative to the actuarial accrued liability for benefits.
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NOTE 11,

NOTE 12,

DEFERRED COMPENSATION PLANS

The County maintains three (3) deferred compensation plans, which were created in accordance with Internal
Revenue Code Section 457. The plans are administered by independent plan administrators through an
administrative agreement. The three administrators are Nationwide Retirement Solutions, GEBCorp and
Valic. The County does not contribute funds to any of the plans. Member employees may elect to defer a
portion of their salary until future years. Such deferred compensation is not available to the employees until
termination, retirement, death, or financial hardship. All amounts of compensation deferred under the plans,
all property and rights purchased with those amounts and all income attributable to those amounts, are solely
the property and rights of the participanis in the plans. During the year ended December 31, 2011,
employees contributed approximately $29,000 to the plans.

RISK MANAGEMENT

The County is exposed to various risks of loss related to toris; thefts of, damage to, and destruction of assets;
errors and omissions; injuries to employees; and natural disasters. The County purchases commercial
insurance to cover property and lability and professional liability claims. There were no significant
reductions of insurance coverage compared o the prior year. Setfled claims have not exceeded insurance
coverage in the past three years.

The County participates in the Association of County Commissioners of Georgia Group Self-Insurance
Workers Compensation Fund, a public entity risk pool currently operating as a common risk management
and insurance program for member local governments. As part of this risk pool, the County is obligated to
pay all contributions and assessments as prescribed by the fund, to cooperate with the fund’s agents and
attorneys, to follow loss reduction procedures established by the fund, and to report as promptly as possible,
and in accordance with any coverage descriptions issued, all incidents which could result in the funds being
required to pay any claim of loss. The County is also to allow the fund’s agents and attorneys to represent
the County in investigation, settlement discussions and all levels of litigation arising out of any claim made
against the County within the scope of loss protection furnished by the funds,

The fund’s purpose is to defend and protect the members of the funds against liability or loss as prescribed in
the member government contract and in accordance with the workers compensation law of Georgia. The
fund is to pay all costs taxed against members in any legal proceeding defended by the members, all interest
accruing after entry of judgment, and all expenses incurred for investigation, negotiation, or defense.

The County has insurance coverage with ACCG. Insurance coverage and deductible options for property,
casualty and crime under the policy are selected by the County’s management based on the anticipaied needs.
The County is required to pay all premiums, applicable deductibles, and assessments billed by ACCG, as
well as follow loss reduction and prevention procedures established by ACCG.

ACCG’s responsibility includes paying claims, and representing the County in defense and settlement of
claims. ACCG’s basis for establishing the liabilities for unpaid claims is established by an actuary. The
County is unaware of any claims for which the County is liable (up to the applicable deductible) which-were
outstanding and unpaid at December 31, 2011,
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NOTE 13,

NOTE 14.

COMMITMENTS AND CONTINGENCIES
Litigation:

The County and the County Sheriff’s Office are currently involved in various pending or threatened legal
actions. The County, the Sheriff’s Office and the County’s insurance carrier are vigorously defending each
of these actions. In the opinion of management and legal counsel, liability to the County, if any, which might
result from these proceedings, is not considered a likely occurrence and would not have a material adverse
affect on the financial position of the County.

Gran{ Contingencies:

In September 2011, the County was awarded a Community Development Block Grant for development and
construction of the County’s future water system in the amount of $500,000 through the Department of
Community Affairs. ‘This grant requires County matching expenditures of $166,135. The County anticipates
receiving these grant proceeds during 2012 and 2013.

The County has received other federal and state grants for specific purposes that are subject to review and
audit by grantor agencies. Such audits could lead to the disallowance of certain expenditures previously
reimbursed by those agencies. Based upon prior experience, management of the County believes such
disallowances, if any, will not be significant.

Construetion and Other Significant Commitments: -

As discussed in Note 1, the newly formed Water Authority was approved by the State of Georgia as a
political subdivision of the State in April, 2010. The general purposes of the Water Authority are fo acquire,
construct, equip, mainfain and operate water supply, treatment, and distribution facilities and sewerage
collection, treatment, and distribution facilities, making such facilities and services available to consumers
located in Fannin County. System design and engineering is currently in progress and is being reported by
the Water/Capital Projects Fund (management’s intentions are to eventually turn the water system project
over to the Water Authority). Phase One of this project is anticipated by management to cost approximately
$8 million. Costs incurred to date by the Water/Capital Projects Fund of $364,450 have been financed with
cash reserves in the County’s General Fund.  Additional expenditures by the General Fund to date of
$363,734 have been for the purchase of two parcels of land for use as quarry and well sites. The land is
deeded to Fannin County. '

Management anticipates obtaining project financing through grants or other sources which may include
revenue bonds, certificates, or other obligations, Such financing will allow the Water/Capital Projects Fund
to repay the General Fund for expenditures paid on ifs behalf. See Note SA.

HOTEL/MOTEL LODGING TAX
During the year ended December 31, 2011, the county spent $515,232 to promote tourism, conventions and

trade shows. This is 100% of the tax receipts to be expended for these purposes under the Official Code of
Georgia Annotated 48-13-51. The County complies with the requirement under this law.
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NOTE 15,

NOTE 16,

NOTE 17.

RELATED PARTIES

The County entered info a license agreement on June 25, 1986 with the Tennessee Valiey Authority (TVA)
whereby the County has use of four TVA houses and land adjoining the Lake Blue Ridge dam site. The
County is responsible for the maintenance, upkeep, and security of these properties. This responsibility has
been delegated to the Fannin County Recreation Department. The director of the Fannin County Recreation
Department, as a condition of his employment and with TVA’s knowledge, lives in one of the houses to
provide these services,

JOINT VENTURES

Under Georgia law, the County, in conjunction with other counties and cities in the area, is a member of the
Northwest Georgia Regional Commission and is required to pay annual dues thereto. During the year ended
December 31, 2011, the County paid such dues in the amount of $21,033, Membership in a Regional
Commission is required by the Official Code of Georgia Annotated (OCGA) Section 50-8-34 which provides
for the organizational structure of the Regional Commissions in Georgia.

The Regional Commission Board membership includes the chief elected official of each county and
municipality of the area. OCGA 50-8-39.1 provides that the member governments are Hable for any debts or
obligations of the Regional Commission. Separate financial statements may be obtfained from Northwest
Georgia Regional Commission, One Jackson Hilt Drive, Rome, Georgia 30162..

PRIOR PERIOD ADJUSTMENTS

At Decernber 31, 2010, the County overstated the amounts due from the state for LOST and SPLOST in the
amounts of $190,374 and $240,980, respectively. The County also overstated the amounts to be distributed
to the cities of Blue Ridge and McCaysville for SPLOST funds in the amount $28,666 at December 31, 2010.
These overstatements misstated revenues and expenditures in the General Fund and in the SPLOST/Roads
Fund for the year ended December 31, 2010. Additionally, an adjustment has been made to reclassify
$286,587 in capital assets that were reported in a proprietary fund at December 31, 2010 that should have
been reported in a capital projects fand. Accordingly, the following adjustments were recorded to correct
these overstatements of revenues and expenditures and to reclassify government wide net assets from
business-type activities to governmental activities:

Water/Capital Government Wide

General Fund Splost/Roads Projects Fund Net Assets (Primary

Fund Balance Fund Balance Balance Government)
December 31, 2010, as previously reported § 9,458,191 § 3,101,966 § - $ 36,776,659
Adjustment to record LOST and SPLOST {190,374) (240,980} - (431,354)

revenues overstated in 2010
Adjustment to record distribution to Cities

overstated in 2010 - 28,666 - 28,666
Adjustment to reclassify Water/Capital Projects

Fund assets to a governmental fund in

2011 from a proprietary fund in 2010 - - (286,587) -

December 31, 2010, as restated $ 9267817 $ 2,889,652 § (286,587) § 36,373,971
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FANNIN COUNTY, GEORGIA
SCHEDULE OF FUNDING PROGRESS FOR THE
FANNIN COUNTY RETIREMENT PLAN
FOR THE YEAR ENDED DECEMBER 31, 2011

Unfunded
Actuarial
Accrued
Unfunded Liability as a
Actuarial Actuarial Actuarial Actuarial Annual Percentage
Valuation Value of Accrued Accrued Funded Covered of Covered
Date Assets Liahility Liability Ratio Payroll Payroil
12/31/2011 $ 5,972,484 * § 7,899,068 § 1,926,584 75.6 % % 4,872,050 39.5 %
12/31/2010 5,314,449 * 6,967,196 1,652,747 76.3 4,463,762 37.0
12/31/2009 4,670,221 * 4,604,285 1,734,064 72.9 4,310,864 40.3
12/31/2008 4,042,826 5,960,678 1,917,852 67.8 4,187,631 45.8
12/31/2007 3,681,844 5,268,811 1,586,967 69.9 3,725,899 42,6
12/31/2006 3,077,092 4,694,743 1,617,651 65.5 3,399,560 47.6

Effect of plan changes on the actuarial accrued liability

The effect on the actuarial accrued Hability of any current-year changes in actuarial assumptions or benefit
provisions is as follows:

The effect of any changes in plan provisions will be provided upon request. The actuarial
assumptions in 2011 are the same as those used in the preceding valuation,

* Reflects change to asset smoothing adopted in 2009 by the ACCG Pension Plan and Trust Board of
Trustees.

Effect of plan changes on recommended contributions

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

The effect of any changes in plan provisions will be provided upon request. The actuarial
assumptions and cost methods in 2011 are the same as those used to determine the
contribution requirement for the preceding year.

The assets and liabilities shown above reflect expected amounts of the last day of the plan year. These
amounts may very from those used in determining the required contribution, since those calculations are
actual amounts as of the first day of the next plan year,
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FANNIN COUNTY, GEORGIA
NONMAJOR GOYERNMENTAL FUNDS

Special Revenue Funds

Law Library To account for revenues generated through special filing charges in the County
court system which are used to acquire and maintain library materials.

Confiscated Assets To account for confiscated cash seizures by Fannin County law enforcement from
drug related crimes. Funds may be used for any public safety purposc except
salarics of law enforcement personnel.

Multiple Grant To account for grant monies received from various Federal and State agencies and
the expenditure of these monies for the purposes intended.

Crime Victims Assistance To account for the 4% fee added to Court fines to benefit the victims of crime and
their families,

Drug ‘To account for the collection of penalty assessments in certain court cases.
Proceeds may be expended only for drug abuse treatment and education programs.

Jail To account for cellection of penalty assessments in certain court cases. Proceeds
are restricted for construction, operation, and staffing of the County’s correction
and detention center.

Juvenile To account for collection of penalty assessments in juvenile related cases.
Proceeds may be expended for operations, staffing, and juvenile related programs.

Excise Tax Lodging To account for collection of special sales tax to be used for tourism promotion
within the County.
Clerks Technelogy To account for monies received from the Georgia Superior Court Clerks

Cooperative Association for fechnology upgrades in the Clerk of Courts’ Office.

Revolving Loan To account for activities connected with a note receivable for a loan made with
monies received from the USDA. As funds are accumulated, loans will be made
for the economic development of the County,

Donations/Special Projects To construct capital projects for use by the County and to account for donations or
other revenues received for these purposes.

Capital Projects Funds

SPLOST/Capital Improvements To account for financial resources provided from the Certificates of Participation
' and Special Purpose Local Option Sales Tax where such resources are to be used

for prescribed projects.
Building Authority To account for financial resources used to acquire, construct and maintain capital

projects for use by the County.
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FANNIN COUNTY, GEORGIA
COMBINING BALANCE SHEET
NONMAJOR GOVERNMENTAL FUNDS

DECEMBER 31, 2011
Special Revenue
Crime
Law Cenfiscated Multiple Victims
Library Assels Grant Assistance Drug Jail Juvenile
ASSETS
Cash and cash equivalents $ 15405 § 7426 % 83,900 3 18,388 § 48,067 % 52,174 & 47,536
Accounts receivable - - - 1,337 - - 255
Due from other governments - - 11,000 - - 248 -
Due from other funds - - - - - - -
Prepaid items - - - - - - .
Total assets $ 15405 8 7426 % 94,900 § 20,225 % 48,067 § 52422 8 47,791
LIABILITIES AND
FUND BALANCES
Liabilities:
Accounis payable 5 - 8 - $ 11,132 § 17,420 8 3,261 8§ - $ 100
Due to other funds - - - - - 79,140 -
Due to component unit - - 27,153 - - - -
Total liabilities - - 38,285 17,420 3,261 79,140 160
Fund Balances: .
Restricted 15,405 7,420 56,615 2,805 44,806 - 47,691
Unassigned - - - - - {26,718) -
Total fund balances 15,405 7,426 56,615 2,805 44,806 {(26,718) 47,691
Total liabilities and
fund balances § 15405 § 7426  $ 94,900 % 20,225 § 48,067 § 52,422 % 47,791
Continued
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FANNIN COUNTY, GEORGIA
COMBINING BALANCE SHEET
NONMAJOR GOVERNMENTAL FUNDS
DECEMBER 31, 2011

ASSETS
Cash and cash egquivalents
Accounts receivable

Due from other govemments

Due from other funds
Prepaid items

Total assets

LIABILITIES AND
FUND BALANCES

Liabilities:
Accounts payable
Bue to other funds
Pue to component unit

Total Habilities
Fund Balances:

Restricted
Unassigned

Total fund balances

Total liabilitics and
fund balances

Special Revenue

Capital Projects

Donations/ SPLOST/
Excise Tax Clerks, Revolving Special Capital Building
Lodging Technology Loan Projects Improvemenis Authority Total

5 1,933 § 154,456 % 52,8712 % 20,668 % 2,584 - 503,909

107,99t - 19,622 - - - 129,205

. - - - - - 11,248

- - - - 337,955 - 337,955

§ 109,924 8 154,456 % 72,494 8 20,668 S 340,539 - 984,317

5 108,14 § - 3 3 - 8 - - 140,027

. - - - - 79,140

- - - - - 27,153

108,114 - - - - - 246,320

1,816 154,456 72,494 20,668 340,539 - 764,15
- - - - - (26,718}

1,810 154,456 72,494 20,668 340,539 - 737,997

3 109,924 § 154,456 § 72494  § 20,668  § 340,539 - 984,317
Concluded
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FANNIN COUNTY, GEORGIA
COMBINING STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCES
NONMAJOR GOVERNMENTAL FUNDS
FOR THE YEAR ENDED DECEMBER 31, 2011

Special Revenue

Crime
Law Confiscated Victims
Library Assels Multiple Grant Assistance Drug Jail Juvenile
REYENUES
Other taxes ¥ - § - 3 - 3 - 3 - $ - 3 -
Intergovemnmental - - 66,226 - - - -
Fines and forfeitures 17,811 21,051 - 16,883 18,340 26,247 2,420
Charges for services ' - - - - - - -
Investment income 188 13 367 37 i23 162 165
Total revenues 17,999 21,064 66,593 16,920 18,463 26,409 2,585
EXPENDITURES
Current:
Judicial 27,836 - - - - - 4,316
Public safety - 16,621 10,000 15,719 14,772 23,576 -
Health and wetfare - - 43,126 - - - -
Housing and development - - - - - - -
Culture and recreation - - - - - - -
Capiial outlay:
Judicial - - - - - - -
Public safety - - 27,534 - - 78,120 -
Culture ard recreation - - 9,600 - - - -
Debt service:
Principal - - - - - - -
Interest - - - - - - -
Total expenditures 27,836 16,621 90,260 15,718 14,772 101,696 4,316
Excess (deficiency) of revenues
over {under} expenditures {9,837) 4,443 (23,667) 1,201 3,601 {15,287) (1,731)
OTHER FINANCING SOURCES
(USES)
Transfers in - - 236,133 - - - -
Transfers out - - - {1,702) - - -
Total other financing :
sources (uses) - - 236,133 (1,702) - -
Net change in fund balances 9,837 4,443 212,466 (501) 3,691 (75,2871 (1,731)
FUND BALANCES,
beginning of year 25,242 2,983 {155,851) 3,306 41,115 48,569 49,422
FUND BALANCES, .
end of year $ 15405 § 7426 % 56,615 % 2805 § 44,806 $  (26,718) § 47,601
Continued
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FANNIN COUNTY, GEORGIA

COMBINING STATEMENT OF REVENUES, EXPENDITURES AND

CHANGES TN FUND BALANCES
NONMAJOR GOVERNMENTAL FUNDS
FOR THE YEAR ENDED DECEMBER 31, 2011

Special Revenue Capital Projects
Donations/ SPLOST/
Excise Tax Clerks Revalving Special Capital Building
Lodging Technology Loan Projects Improvements Authority Total
REVENUES
Other taxes 3 515078 § - $ - § - $ - $ - 515,078
Intergovernmental - 22,057 - - - - 88,283
Fines and forfeitures - - - - - - 102,752
Charges for services - - - . - - .
Investment income 26 126 1,347 74 3 - 2,631
Total revenues 515,104 22,183 1,347 74 k) - 708,744
EXPENDITURES
Current:
Judicial - 4 - - - - 32,156
Public safety - - - - - - 80,688
H_ealth and welfare - - - - - - 43,126
Housing and development 515,232 - 46,313 - - - 561,545
Culture and recreation - - - 144 - - 144
Capital outlay:
Judicial - 1,190 - - - - 1,190
Public safety - - - - - - 105,654
Cuiture and recreation - - - - - . 9,600
Debt service:
Principal - “ - - 385,000 300,000 685,008
Interest - - - - 248,143 193,685 441,828
Total expenditures 515,232 1,194 46,313 144 633,143 493,085 1,960,931
Excess (deficiency) of revenues
over (under) expenditures {128} 20,982 {44,966} (70) {633,140) (493,685) (1,252,187)
OTHER FINANCING SOURCES
(USES)
Transfers in - - - - 821,442 493,685 1,551,260
Transfers out - - - - - - {1,702}
Totat other financing )
sources (1ses) - - - - 821,442 493,685 1,549,558
Net change in fund balances (128) 20,989 {44,966} {70} 188,302 - 207,371
FUND BALANCES,
beginning of year 1,938 133,467 117,460 20,738 152,237 - 440,626
FUND BALANCES,
end of year 3 1,810 § 154,456 % 72,494 % 20,668 $ 340,538  § - 737,997
Conctuded
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FANNIN COUNTY, GEORGIA

COMBINING STATEMENT OF FIDUCIARY ASSETS AND LIABILITIES

AGENCY FUNDS
DECEMBER 31, 2011
Clerk of Judge of
Supertor Probate Magistrate Tax Total Agency
Court Court Court Sheriff Commissioner Funds
ASSETS
Cash $ 69,127 6,261 4,942 - $ 3,007,624 & 3,087,934
Restricted cash 108,246 11,450 2,150 18,890 52,805 193,541
Taxes receivable - - - - 3,911,945 3,911,945
Total Assets  § 177,373 17,711 7,092 18,890 § 6972374 § 7,193,440
LIABILITIES .
Due to others $ 177,373 17,711 7,092 18,890 § 6,972,374 § 7,193,440
Total Liabilities $ 177,373 17,711 7,092 183,800 § 6,972,374 § 7,193,440
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FANNIN COUNTY, GEORGIA
SCHEDULE OF STATE CONTRACTUAL ASSISTANCE
FOR THE YEAR ENDED DECEMBER, 31 2011

Current Year

Amount Due
. from (to)
State Program Name Contract Number Received Expended State
Family Connections 93-11110091-99 § 21,126 b3 21,126 3 -
Family Connections 93.121200118-99 22,000 22,000 11,000

The above schedule has been prepared on the
modified accrual basis of accounting.
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INTERNAL CONTROL AND COMPLIANCE SECTION




RL Jennings & Company, PC

Accountants and Consultants

61 Maddox Citcle

E. Ellijay, GA 30540 Member of
Mailing Address: American Institute of
PO Box 2683 Certified Public Accountants
Ellijay, GA 30540 Georgia Society of
706-276-3700 Certified Public Accountants

Fax 706-276-3710

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

To the Board of Commissioners
of Fannin County, Georgia
Blue Ridge, Georgia

We have audited the financial statements of the governmenial activities, the business-type activities, the aggregate discretely
presented component units, each major fund, and the aggregate remaining fund information of Fannin County, Georgia, as of
and for the year ended December 31, 2011, which collectively comprise Fannin County, Georgia’s basic financial statements
and have issued our report thereon dated April 27, 2012, We did not audit the financial statements of the Fannin County
Department of Public Health. Those financial statements were audited by other anditors whose reports have been furnished to
us. We conducted our audit in accordance with auditing standards generally accepted in the United States of America and the
standards applicable to financial audits contained in Government Auditing Standards, issned by the Comptroller General of the

United States,
Internal Control Over Financial Reporting

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

reporting.

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

timely basis.

Our consideration of internal control over financial reporting was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in internal control over financial reporting that might be deficiencies,
significant deficiencies, or material weaknesses, We did not identify any deficiencies in internal control over financial
reporting that we consider to be materiat weaknesses, as defined above. However, we identified a certain deficiency in internal
control over financial reporting, described below in Item 05-01, that we consider fo be a significant deficiency in internal
control over financial reporting. A significant deficiency is a deficiency, or a combination of deficiencies, in internal control
that is less severe than a material weakness, yet important enough to merit attention by those charged with governance.
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We consider the following deficiency to be significant deficiency in internal control:

Repeat finding from prior vear:

05-01 Segregation of Duties

Criteria: Segregation of employees’ duties is a common practice in an effective internal control structure. Policies should be in
place requiring the proper segregation of certain duties.

Condition/Context: Duting our audit, we noted two areas where segregation of duties could be improved, one within the offices
of Emergency Management Services and the other in the offices of the Development Authority, Segregation of duties issues
identified primarily involve conflicts between handling (or having access to) cash within the cash receipt or disbursement
process, recording cash transactions in the accounting records, and reconciling cash accounts to bank statements. When the
same employee performs two or more of these duties, weaknesses exists. We noted instances where the employee who
receives cash is also the employee who records cash in the accounting system. We additionally noted instances where the
employee who prepares disbursement checks is also the employee who mails the checks after signature, and where the
authorized check signer is not independent of check preparation and bank reconciliation duties.

Effect: A lack of sepregation of duties within these responsibilities can increase the exposure of cash to misappropriation or to
errors in recording cash transactions.

Cause: Due to the limited number of employees working in the various offices identified above, segregation of dufies is
difficult to achieve.

Recommendation: We recommend that management and elected officials continually evaluate employees® responsibilities and
the design of an effective accounting system looking for opporfunities to improve segregation of duties. Changes that improve
segregation of duties will reduce the potential for errors or misappropriation of County assets,

Response: Due to the limited number of employees in the offices and departments in question, it is difficult to accomplish
complete segregation of duties. Nevertheless, management and elected officials will continue to review daily procedures and
responsibilities in an effort to identify ways to increase segregation of duties and improve oversight where necessary in order to

reduce risk.

Compliance and Other Matiers

As part of obtaining reasonable assurance about whether Fannin County, Georgia’s financial statements are free of material
misstatermnent, 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 fests disclosed the following instance of noncompliance or
other matter that is required to be reported under Government Auditing Staridards:

Repeat finding from prior year:

10-01 Commingling SPLOST Monies

Criteria: The County is responsible for segregating SPLOST funds in a separate account from other funds of the County and
not in any manner commingling SPLOST funds with other County funds as required by the Official Code of Georgia section

48-8-121.

Condition/Context: During 2009, the SPLOST /Roads Fund was reimbursed by other governments for projects completed on
their behalf, When the reimbursements were received, the monies were inadvertently deposited to the General Fund instead of

the SPLOST/Roads Fund.
Effect: The deposit of these reimbursements to the General Fund appears to be in violation of State taw.

46




Cause: When the reimbursement checks were received, they were not initially identified as belonging to SPLOST/Roads. As
a result, they were inadvertently deposited to the General Fund.

Recommendation: In order to regain compliance with State law, we recommend that these funds be immediately transferred to
the SPLOST/Roads Fund.

Response: The County agrees with this finding and has already transferred these monies from the General Fund to the
SPLOST/Roads Fund following year end.

Fannin County, Georgia’s response fo the findings identified in our audit is described above. We did not andit Fannin County,
Georgia’s response and, accordingly, we express no opinion on it

We nofed certain matters that we reported to management of Fannin County, Georgia in a separate letter dated April 27, 2012,

This report is infended solely for the information and use of management, the Board of Commissioners, 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

ofher than these specified parties.

ol Gy

Ellijay, Georgia
April 27,2012
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