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INDEPENDENT AUDITOR’S REPORT

To the Board of Commissioners
Heard County, Georgia

| have audited the accompanying financial statements of the governmental activities, the
aggregate discretely presented component units, each major fund, the remaining aggregate fund
information, of Heard County, Georgia, as of and for the year ended June 30, 2010, which
collectively comprise the County’s basic financial statements as listed in the table of contents.
These financial statements are the responsibility of Heard County, Georgia management. My
responsibility is to express opinions on these financial statements based on my audit. | did not
audit the financial statements of the Heard County Health Depariment, the Heard County
Development Authority, and the Heard County Water Authority, which represent 31 percent of the
assets and 6 percent of the revenues in the component unit columns. Those financial statements
were audited by other auditors whose report has been furnished to me, and my opinion on the
basic financial statements, insofar as it relates to the amounts included for the Heard County
Health Department and Heard County Water Authority, is based on the reports of the other
auditors.

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

In my opinion, based on my audit and the reports of 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 Heard County, Georgia as of June 30, 2010, and
the respective changes in financial position, thereof for the year then ended in conformity with
accounting principles generally accepted in the United States of America.

Heard County, Georgia has not presentied a Management's Discussion and Analysis that
accounting principles generally accepted in the United States of America has determined is
necessary to supplement, although not required to be a part of, the basic financial statements.

The budgetary comparison information on page 26, and schedule of funding progress on page 27
are not required parts of the basic financial statements but is supplementary information required
by accounting principles generally accepted in the United States of America. | have applied
certain limited procedures, which consisted principally of inquiries of management regarding the
methods of measurement and presentation of the required supplementary information. However,
{ did not audit the information and express no opinion on it.

My audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise Heard County, Georgia's basic financial statements. The individual



nonmajor fund statements and schedules are not a required part of the basic financial
statements. These statements and schedules are presented for purposes of additional analysis
and are not a required part of the basic financial statements. Such information has been
subjected to the auditing procedures appiied in the audit of the basic financial statements and, in
my opinion, is fairly presented in all material respects in relation to the basic financial statements
taken as a whole.

In accordance with Government Auditing Standards, | have also issued my report dated
December 20, 2010, on my consideration of Heard County, Georgia's internal control over
financial reporting and my tests of its compliance with certain provisions of laws, regulations,
contracts and grants. That report is an integral part of an audit performed in accordance with
Governmental Auditing Standards and should be read in conjunction with this report in
considering the results of my audit.

—

Richiand, Georgia
December 20, 2010



ASSETS
Cash and cash equivalents
Agcounts receivable
Sales tax receivable
Property tax receivable
Notes recelvable-current
fnventory
Prepaid expenses
Restricted assets

Cash

Investments
Notes receivable-noncurrent
Other
Nondepreciable Capital Assets
Depreciable Capital Assets, Net

Total Assets

LIABILITIES

Accounts payable

Customer deposils

Other

Long-term liabilities:
Portion due within one year:
Portion due after one year:

Total Liabilities

NET ASSETS
Invested in Capital Assets, Net of Related Debt
Restricted for:
Debt service
Economic development
Public safety
Public health
Capital Projects
Customer deposits
Unrestricted

Total Net Assets

HEARD COUNTY, GEORGIA

Government-wide Statement of Net Assets
Primary Government as of June 30, 2002
Component Units as of June 30, 2010

Primary
Government Component Units

Heard Co. Heard Co. Heard Co, Heard Co.
Governmental Water Health Public Facllites  Development

Activitios Authority Department Authority Authority
$ 9,046,082 § 137,500 % 268,499 3 - 3 1,518,297
199,731 269,306 17.682 758,695 2415

1,210,597 - - - N

198,000 - - - .
15,362 - - - 34,592

- 45,046 - - .

21,424 48,391 - - -

62,409 1,727,968 - 25,760 -

. - - 777,090 -
60,641 - - - 404,966
7,647,167 3,669,244 - - 182,665
32,423,726 14,562,845 3,759 - 262,901
50,885,139 20,461,300 289,940 1,561,545 2,405,836
758,096 455,538 2,082 - 11,861

- 161,821 - - -

28,874 - - - -
3,088,328 129,401 - - 28,431
7,880,365 1,727,266 24,383 2,000,000 359,622
11,755,663 2,474 026 26,465 2,000,000 309,014
29,159,267 16,375,422 3,759 - 445,566

- 366,000 - - -

138,412
94,696

2,701,023 1,191,048 - - -
7,035,648 54,804 259,716 {438,455) 1,560,356
$ 30,120476 § 17,987.274 § 263475 § {438.455) & 2,005,922

Ses accompanying hotes to the basic financial staterments.
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Function/Program
Governmantal Activitles:

Generat Government
Court Administration
Public Safety

Public Works

Cuiture and recreation
Haousing and development
Health and Welfare
Intergovermmental
interest on debt

Total Governmental Activities

Business-Type Activities
Total Business-Type Activities:

Total Primary Government

Component Units:

Heard County Water Authority

Heard County Heaith Depariment
Heard County Public Facilities Authority
Heard County Development Authority

Total Component Units

Change in Net Assets:
Net (expense) revenue

General Revenues

Property taxes

Sales taxes

Payment in lieu of taxes

Insurance premium tax

Other taxes

Investment Revenue

COther

Total general revenues and fransfars
Change in Net Assets

Net Assets Baginning of Year
Adjustments

Net Assets beginning, as adjusted

Net Assets End of Year

HEARD CQUNTY, GEORGIA
Government-wide Statement of Activities
Primary Government Year Ended June 30, 2010
Component Units Years Ended June 30, 2010

Program Revenues

Operating Capital
Grants, Grants,
Charges for Contributions, Contributions, Net {Expenss)
Expenses Services and Interast and Intorest Revenue
$ 1,660,745 $ 739,748 § - $ - 3 (920,987)
908,377 - - “ (908,377)
6,260,602 223,407 35,699 - {6,001,456)
1,552,566 - - 40,745 (1,511,821}
1,038,498 - - - (1,038,498)
282,928 - - - (282,928)
1,107,227 - 205,469 - (901,758)
1,459,980 - - - (1,459,980)
488,485 - - - (488,485)
14,759,408 963,155 241,168 40,745 (13.514,340)
14,759,408 963,155 241,168 | 40,745 (13,514,340}
253,390 149,115 149,832 - 45,557
324,922 472,425 - - 147,503
3 578312 § 621,540 § 149,832 § - 8 193,060
Primary
—_Sovernment
Governmental Component
Activities Units
3 (13,514,340} § 193,060
3,009,997 “
7,551,656 -
723,790 -
457,690 -
504,475 -
31,633 79,200
17.723 61,626
12,396,973 140,826
{1,117,367) 333,886
40,231,863 19,484,330
40,231,863 19,484,330
$ 39,114,496 § 19,818,216

See accompanying notes to the basic financial statements.




ASBETS

Cash and Cash Equivalents
Investments

Accounts Receivable

Sales Taxes Raceivable
Proparty Taxes Recejvable
Due from other furds

Total Asseats

LIABILITIES AND FUND BALANCES
Liabllitles

Accounts Payable

Due to other funds

Deferred Revenie

Total Liabilities

Fund Balances
Reserved for:
Capital acquisitions
Publis safety
Lending
Emergency services
Detbt service
Unreserved, Reported in
General Fund
Special Revenue Funds

Total Fund Balances

Total Liabilities and Fund Balances

HEARD COUNTY, GEORGIA

Balance Sheot
Governmental Funds
June 30, 2010
2002 Speclat 2007 Special Other Total
Purpose Local Purpose Local Dabt Governmental Governmental
Ganeral Option Tax Optlon Tax Service Funds Funds
5,038,854 3 231,028 § 1,684,056 § 811,926 % 142,625 % 9,108,491
199,731 . - 76,003 275,734
511,939 - 698,658 - - 1,210,587
198,000 - - - u 198,000
- 19,726 - - 14,980 34,708
6,948,524 250,754 2,582,714 811,928 233,608 10,827 528
625,351 - 132,745 - - 758,098
34,706 - - - - 34,706
198,000 - - - - 198,000
B58,057 - 132,745 - - $90,802
- 250,754 2,449,969 B11,928 - 3,512,651
R - - - 94,8996 94,895
. . - - . 138,412 138,412
. . - - 300 300
6,080,467 - - - - 6,080,467
6,090,467 250,754 2,449,968 511,928 233,608 9,836,726
50485624 % 250,754 % 2,582,714 % 611,928 § 233,608 & 10,827,528

See accompanying notas to the basic financial statemenrts,




HEARD COUNTY, GEORGIA
Reconciliation of the Balance Sheet of
Governmental Funds to the Statement of Net Assets
June 30, 2010

Total Governmental Funds Balances

Amounts reported for governmental activities on the
statement of net assets are different because of the following:

Capital assets of $46,785,489 net of accumulated depreciation of $6,714,596
used in governmental activities are not financial rescurces and,
therefore, are not reported in the funds.

Ofther long-term assets are not available to pay for current
period expenditures and, therefore, are deferred in the funds:
Deferred properiy taxes

Long-term liabilities are not due and payable in the current
period and, therefore, are not reported in the funds:

Due within one year

Due in more than one year

Deferred charges

Net Assets of Governmental Activities

See accompanying notes {o the basic financial statements.
6

9,836,726

40,070,893

198,000

(3,088,328)
(7,880,365)
(7,450}

39,129,476




HEARD COUNTY, GEORGIA
Statament of Revenues, Expendltures and Changes In Fund Batances
Governmontal Funds
For The Year Ended June 30, 2010

2002 Speclal 2007 Speclal Other Total
Purpose Local Purpose Locat Dabt Governmental Governmental
Genoral Qption Tax QOption Tax Service Funds Funds
Revanues
Taxes 3 T.633,956 3 - 3 4,264,397 § - 3 - % 11,898,353
Charges for Services 650,120 - - - - 650,120
Licenses and Penmits 83,628 - - - - 89,628
Fines and Forfeitures 110,859 - - - 127,528 238,387
Intergovemmental 241,168 - B - 40,745 281913
interest 36,585 1577 19,814 8,755 1,487 68,218
Cther 408,750 - - - 17,723 426,473
Total Revenuas 9,171,066 1,577 4,284.211 8,755 187.483 13,653,092
Expeonditures
Cumerit
General govemmunt 1,578,647 - - - - 1,678,647
Judiclat 904,263 - - - - 904,763
Publlc safety 5,610,663 - - - 61,417 5,672,080
Public works 1,149,481 - - - 40,545 1,190,026
Culiure and recreation 653,145 - - - - 663,145
Heusing and developmant 279,997 - - - - 279,987
Health and welfare 1,003,935 - - - - 1,093,935
Intergovemmtentat - - 1,459,980 - - 1,456,980
Capital outlay - 225393 5,852,302 - 43,189 6,120,884
Dabt service:
Principal retiremant - - - 2,768,461 . - 2,768,461
Interest and fiscal charges - - - 508,259 - 508,259
Total Expenditires 11,280,131 225,303 7312282 3.276,720 145,151 22,239,677
Excess {deficiency) of Revenues Over
{Under)} Expenditures {2,109,065) (223 B16) {3,028.071) (3.267,965) 42332 (8,586,585)
Other Financing Sources {Uses)
Transfers in 194,209 - - 3,128,280 - 3,312,409
Transfers out - - {3,128,250% - {184.209) {3,312,499)
Total Other Financing Sources (Uses}) 184,205 - {3,128,290) 3,128,290 (184,209 -
Net Change in Fund Balances {1,924,856) {223,816) (6,156,361) (139,675} (141,877} (8,586,585)
Furd Batances {Deficit) at Beginning B,015323 474,570 8,606,330 951,603 375,485 18,423,311
Fund Batances at End of Year § 6,000467 § 250,754 § 2449963 $ 811928 % 233608 § 9,836,726

See accompanying notes 1o the basic financial statements.




HEARD COUNTY, GEORGIA
Reconciliation of the Statement of Revenues, Expenditures
and Changes in Fund Balances of Governmentat Funds
To the Statement of Activities
Year Ended June 30, 2010

Net Change in Fund Balancés«—Total Governmental Funds

Amounts reported for governmental activities on the
statement of activities are different because of the following:

Governmenial funds report capital outiays as expenditures. However, on the
stetement of activities, the cost of those assets is allocated over their
estimated useful lives asdepreciation expense. This is the amount by which
capital outlays exceeded depreciation in the current year:

Capital Outiay--Depreciable Capital Assets
BDepreciation

Revenues on the statement of activities that do not provide current financial
resqurces ara not reported as revenues in governmental funds:
Property Taxes
Increase in long-term compensated absences

The issuance of long-term debt provides current financial resources to governmental funds
while the repayment of the principal of such long-term debt consumes the current
financial resources of governmental funds. Neither transaction, however, has any
effect on net assets. Also, governmental funds report the effect of issuance cost,
premiums, and simifar items when debt is first issued, whereas the amounts are deferred
and amortized in the statement of activities. This amount is the net effect of these differences
in the treatment of long-term debt and related iterns.

Amortization of premium on bonds
Amortization of deferred charges

Repayment of long-term bonds
Retirement of long-term post-closura costs

Change in Net Assets of Governmental Activities

$

(8,586,585)

6,120,884
(1,405,274)

3,929
(34,981)

19,774
(10,711)

2,768,461
22,116

R

(1,102,387)




HEARD COUNTY, GEORGIA
Statement of Fiduciary Assets and Liabilities

Agency Funds
June 30, 2010
Tax Tax
Commis  Clerkof  Probate  Magistrate  Sheriff  Inmate Sale
sioner Court Qffice Office Office Welfare Escrow Total
ASSETS
Cash $ 30070 $ 137602 § 4,832 % 5295 § - $ 5752 % 28951 § 212,502
Taxes receivable 629,444 - - - - - 529,444
Total assets 659,514 137,602 4,832 5,295 - 5,752 28,951 841,946
LIABILITIES
Due to others 659,514 137,602 4,832 5,295 - 5,752 28,951 841,946
Total liabilities $ 659514 § 137602 § 4832 § 5205 § - $ 5752 % 28951 $ 841,946 ‘

See accompanying notes to the basic financial statements.



HEARD COUNTY, GEORGIA
Notes to the Basic Financial Statements
For the Year Ended June 30, 2010

1. REPORTING ENTITY

Heard County, Georgia was formed by the State legislature on December 22, 1830. The County
operates under the controi of a five member Board of Commissioners, plus a Chairman, all elected by the
citizens of Heard County. The Chairman of the Board of Commissioners manages the daily activities of
the County. Heard County provides the following services as authorized by its charter: public safety,
public works, public health and welfare, recreation, and utilities.

A reporting entity is composed of the primary government, component units, and other organizations that
are included to ensure the financial statements of the County are not misleading. The primary
government of the County consists of all funds, depariments, boards, and agericies that are not legally
separate from the County. For Heard County, this includes all departments and activities that are
operated directly by the elected County officials.

Component units are legally separate organizations for which the County is financially accountable. The
County is financially accountable for an organization if the County appoints a voting majority of the
organization’s governing board and (1) the County is able to significantly influence the programs or
services performed or provided by the organization; or (2) the County is -legally entitled to or can
otherwise access the organization’s resources; the County is legally obligated or has otherwise assumed
the responsibility to finance the deficits of, or provide financial support to, the organization; or the County
is obligated for the debt of the organization. Component units may also include organizations for which
the County approves the budget, the issuance of debt, or the levying of taxes.

The component unit columns on the combined financial statements include the financial data of the
County’s discretely presented component units. They are reported in separate columns to emphasize that
they are legally separate from the County.

Heard County Health Department:

The Health Department operates a general health clinic for the benefit of the residents of Heard County.
in addition to the County's contribution of financial support, the County Board of Commissioners appoints
a majority of the Health Department's Board of Directors, and thereby exercises considerable influence
upon the Health Department's activities. The Health Deparfment's fiscal year ends with June 30. The
accompanying financial statements include the financial information for the Health Department as of and
for the year ended June 30, 2010. The Health Depariment issues separately audited Component Unit
Financial Statements. Copies of their statements may be obtained from the Heard County Board of
Public Health, Franklin, Gecrgia. The financial information of the Health Department is included in the
combined financial statements as a discretely presented component unit.

Heard County Development Authority:

The Development Authority operates to promote economic development in Heard County. The County is
financially responsible for the debt of the Deveiopment Authority. The Development Authority’s fiscal year
ends with June 30. The accompanying financial statements include the financial information for the
Development Authority as of and for the year ended June 30, 2010. The Development Authority issues
separately audited Component Unit Financial Statements. Copies of their statements may be obtained
from the by writing to Heard County Development Authority, PO Box 368, Franklin, GA 30217. This
financial information is included in the combined financial statements as a discretely presented
component unit,

10



Heard County Public Facilities Authority

The Public Facilities Authority was formed to provide increased financing options for government entities
within Heard County. Operations consist of arranging long term debt at low or no interest rates for the
Board of Education. The accompanying financial statements include the financial information for the
Public Facilities Authority as of and for the year ended June 30, 2010. separate financial statements are
not issued. Financial information can be obtained by contacting the Heard County Commissioners.

Heard County Water Authority:

The Water Authority provides water delivery service to the citizens of Heard County. The County is
financially responsible for the debt of the Water Authority. The Water Authority’'s fiscal year ends with
June 30. The accompanying financial statements include the financial information for the Water Authority
as of and for the year ended June 30, 2010. The Water Authority issues separately audited Component
Unit Financial Statements. Copies of their statements may be obtained from the by writing to Heard
County Water Authority, PO Box 610, Franklin, GA 30217. This financial information is included in the
combined financial statements as a discretely presented component unit.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Government-wide Financial Statements:

The Statement of net Assets and Statement of Activities display information about the reporting
government as a whole. They include all funds of the reporting entity. The effect of interfund activity,
within the governmental fype activities columns, has been removed from these statements. The
statements distinguish between governmental and business-type activities. Governmental activities
generally are financed through taxes, intergovernmental revenues, and other nonexchange revenues.

The statement of activities demonstrates the degree to which the direct expenses of a given program are
offset by program revenues. Direct expenses are those that are clearly identifiable with a specific
program. Program revenues include 1)charges to customers or applicants who purchase, use, or directly
benefit from goods, services, or privileges provided by a given program and 2} operating or capital grants
and contributions that are restricted to meeting the operational or capital requirements of a particular
program. Taxes and other items not properly included among program revenues are reported instead as
general revenues.

Fund Financial Stafements:

Fund financial statements of the County are organized into funds, each of which is considered to be a
separate accounting entity. The operation of each fund is considered to be an independent fiscal and
separate accounting entity, with a self-balancing set of accounts that constitute its assets, liabilities, fund
equity, revenues, and expenditures/expenses. Funds are organized into three major categories:
governmental, proprietary, and fiduciary. An emphasis is placed on major funds within the governmental
and proprietary categories. A fund is considered major if it is the primary operating fund of the County or
meets the following criteria:

a. Total assets, liabilities, revenues, or expendituresiexpenses of that individual governmental or
enterprise fund are at least 10 percent of the corresponding total for all funds of that category or
type; and

b. Total assets, habilities, revenues, or expendituresiexpenses of that individual governmental or
enterprise fund are at least § percent of the comresponding total for all governmental and
enterprise funds combined.

i3




The County's major funds are described below;

General Fund.

The General Fund accounts for all financial resources, except those required to be accounted for in
another fund. The General Fund balance is available to the County for any purpose provided it is
expended or transferred according to the general laws of Georgia.

2002 SPLOST Fund.

This fund accounts for the receipt and expenditure of a 2002 Special Purpose Locat Option Sales
Tax referendum.

2007 SPLOST Fund.

This fund accounts for the receipt and expenditure of a 2010 Special Purpose Local Option Sales
Tax referendum.

Debt Service Fund:

This fund accounts for the funds set aside from SPLOST receipts designated to repay outstanding debt.

Proprietary Fund Types

Proprietary funds are used to account for activities similar to those found in the private sector, where the
determination of net income is necessary to useful or sound financial administration. Goods or services
from such activities can be provided to outside parties (Enterprise Funds) or to other departments or
agencies primarily within the government (Internal Service Funds). The Proprietary funds used by the
County are as follows:

Enterprise Funds:

The Heard County Water Authority Discretely Presented Component Unit is included in the financial
statements as an enterprise fund.

Fiduciary Fund Types {Not included in government-wide statements)

Fiduciary funds are used fo account for assets held on behalf of outside parties, including other
governments, or on behalf of other funds within the government. When these assets are heid under the
terms of a formal trust agreement, either a pension trust fund or a nonexpendable trust fund is used.
Agency funds generally are used to account for assets that the government holds on behalf of others as
their agent. The County utilizes the following fiduciary funds:

Agency Funds-The County utifizes agency funds to account for the activities of the Tax Commissioner,
Sheriff, and Clerk of Court, Probate Office, Magistrate Office, and Tax Sale Escrow Fund.

Measurement Focus
Government-Wide Financial Statements
The government-wide financial statements are prepared using a flow of economic resources

measurement focus. All assets and all liabilities associated with the operation of the County are included
on the statement of net assets.
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Fund Financial Statements

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

Like the government-wide financial statements, the enterprise funds are accounted for using a flow of
economic resources measurement focus. All assets and all liabilities associafed with the operation of
these funds are included on the statement of net assets. The statement of changes in revenues,
expenses, and changes in fund net assets presenis increases (i.e., revenues) and decreases (i.e.,
expenses) in total net assets. The statement of cash flows reflects how the County finances and meets
the cash flow needs of its enterprise activities,

Basis of Accounting

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

Revenues—Exchange and Nonexchange Transactions

Revenues resuiting from exchange transactions, in which each party gives and receives essentially equal
value, is recorded on the accrual basis when the exchange takes place. On the modified accrual basis,
revenue is recognized in the year in which the resources are measurable and become available.
Available means the resources will be collected within the current year or are expected to he collected
soon encugh thereafter to be used to pay liabilities of the current year. For the County, available means
expected to be received within thirty-one days after year end.

Nonexchange transactions, in which the County receives value without directly giving equal value in
return, include property taxes, sales taxes, grants, entitiements, and donations. On the accrual basis,
revenue from property taxes is recognized in the year for which the taxes are levied. Revenue from sales
taxes is recognized in the period in which the sales are made. Revenue from grants, entitlements, and
donations is recognized in the year in which ali eligibility requirements have been satisfied. Eligibitity
requirements include timing requirements, which specify the year when the resources are required to be
used or the year when use is first permitted; matching requirements, in which the County must provide
local resources to be used for a specified purpose; and expenditure requirements, in which the resources
are provided to the County on a reimbursement basis. On the modified accrual basis, revenue from
nonexchange transactions must also be available before it can be recognized.

Under the modified accrual basis, the following revenue sources are considered both measurable and

available at year end: sales taxes, charges for services, fines and forfeitures, state-levied locally shared
taxes (including insurance premium tax), grants, interest, and rent.

Deferred Revenues

Deferred revenues arise when assets are recognized before the revenue recoghition criteria have been
satisfied.

13



Special purpose local option {ax, grants and entitlements received before the eligibility requirements were
met have been recorded as deferred revenue.

On governmental fund financial statements, receivables that were not collected within the available period
are recorded as deferred revenue.

Expenses/Expendifures

On the accrual basis, expenses are recognized at the time they are incurred.

The measurement focus of governmental fund accounting is on decreases in net financial resources
{expenditures) rather than expenses. Expenditures are generally recognized in the accounting period in
which the related fund liability is incurred, if measurable. Allocations of cost, such as depreciation and
amortization, are not recognized in governmental funds.

Budgetary Process

The County budgets its operations on an annual basis for the general fund. The proposed budget is
prepared each May by a Budget Committee consisting of the Board of Commissioners, the County
Administrator, and the Financial Administrator. Budget requests from the various County departments
are presented to this Committee for consideration. Public hearings are held to discuss the proposed
budget and to obtain input from the citizens of Heard County. The final proposed budget is presented at
a Board of Commissioners meeting for final passage prior to June 30. The final budget is adopted at
public meeting. Grants and contracts received by the County during the year are governed by stipulated
budgets that are normally officially adopted at the time the grants are approved.

Budgets are adopted on a basis consistent with generally accepted accounting principles. All annual
appropriations lapse at fiscal year end.

The Combined Statement of Revenues, Expenditures and Changes in Fund Balances - Budget and
Actual - General and Special Revenue Funds presents a comparison of budgetary data to actual results
of operations for which annual operating budgets are legally adopted. Revenues are budgeted by source
and expenditures are budgeted by department and class as follows: General government, Court
administration, Pubfic safety, Public works, Culture and recreation, Housing and development, Health and
welfare, Capital outlay, and Debt service. This constitutes the legal level of control. Expenditures may not
exceed appropriations at this level except for matching funds required by grantors. All budget revisions at
this levei are subject to final review by the Board. Within these control levels, management may transfer
appropriations without Board approval.

Capital Projects Funds are budgeted over the life of the project and not on an annual basis; therefore,
budgetary data for these funds have not been presented in the accompanying combined financial
statements.

Encumbrances
Encumbrances represent commitments related to unperformed confracts for goods or services.
Encumbrance accounting - under which purchase orders, contracts and other commitments for the

expenditure of resources are recorded to reserve that portion of the applicable appropriation - is utilized in
the governmental funds. There were no outstanding encumbrances at year-end.

Prepaid ltems
Payments made to vendors for services that will benefit periods beyond December 31, 2001, are reported

as prepaid items using the consumption method by recording a current asset for the prepaid amount and
reflecting the expenditure/fexpense in the year in which services are consumed.
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Capital Assets

General capital assets are capital assets which are associated with and generally arise from
governmental activities. They generally result from expenditures in governmental funds. General capital
assets are reported in the governmental activities column of the government-wide statement of net assets
but are not reported in the fund financial statements. Capital assets used by the enterprise funds are
reported in both the business-type activities column of the government-wide statement of net assets and
in the respective funds.

All capital assets are capitalized at cost (or estimated historical cost) and updated for additions and
reductions during the year. Donated fixed assets are recorded at their fair market value on the date
donated. The County maintains a capitalization threshold of one thousand dolfars. Tha Counfy's
infrastructure consists of roads, bridges, and culverts. Improvements are capitalized; the costs of normal
maintenance and repairs that do not add fo the value of the asset or materially extend an asset’s life are
not capitalized. Interest incurred during the construction of enterprise fund capital assets is also
capitalized.

in accordance with provisions of GASB 34, the County has only capitalized infrastructure purchased or
constructed after July 1, 2003.

All capitat assets are depreciated, except for land and improvements and construction in progress.
Improvements are depreciated over the remaining useful lives of the related capital assets. Useful lives
for infrastructure were estimated based on the County’s historical records of necessary improvements
and replacement. Depreciation is camputed using the straight-line method over the following usefui lives:

Buildings 40 - 100 years
improvements 20 years
Vehicles 515 years
Machinery & equipment 5-20 years
Infrastructure 25 - 75 years

Interfund Receivables/Payables

On fund financial statements, receivables and payables resulting from short-term interfund loans or
interfund services provided and used are classified as “Interfund Receivables/Payables.” Interfund
balances within governmental activities and within business-type activities are eliminated on the
government-wide statement of net assets. The only interfund balances which remain on the government-
wide statement of net assefs are those between governmental and business-type activities. These
amounts are reflected as “Internal Balances.”

Compensated Absences

Full time County employees earn personal leave time according to a schedule based upon length of
employment. After one year of employment, an employee will receive 17 days. After five years of
employment, an employee will receive 22 days. After ten years of employment, an employee will receive
27 days. After fifteen years of employment, an employee will receive 32 days. After twenty years of
employment, an employee will receive 37 days.

All personal days which are not utilized during an employee’s employment year shall not carry over to the
next year. Except, such unused days, shall be designated as "banked” days, and shall be recorded and
placed in a personal day's bank for that employee.

An employee who dies while employed with the County or resigns in good standing with a two-week
written notice, may receive the current year's accrual, plus banked days to a maximum of thirty leave
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days. An employee who retires at the normal retirement age may receive the full number of days in the
employee’'s bank.

Vacation benefits are accrued as a liability as the benefits are earned if the employees’ rights to receive
compensation are attributable to services already rendered and it is probable the County will compensate
the employees for the benefits through paid time off or some other means.

The entire compensated absences liability is reported on the government-wide financial statements.

On governmental fund financial statements, compensated absences are recognized as a tiability and
expenditure to the extent payments come due each period upon the occurrence of employee resignations
and retirements, These amounts are recorded in the account “Matured Compensated Absences Payabie”
in the fund from which the employees who have accumulated leave are paid. The noncurrent portion of
the liability is not reported. For enterprise funds, the entire amount of compensated absences is reported
as a fund liabifity.

Accrued Liabilifies and Long-Term Obligations

All payabies, accrued liabilities, and long-term obligations are reported on the government-wide financial
statements. All payables, accrued liabilities, and long-term obligations payable from the enterprise funds
are reported on the enterprise fund financial statements.

In general, governmental fund payables and accrued liabilities are recognized as fund liabilities when
incurred. However, compensated absences and contractually required pension contributions that are paid
from governmental funds are reported as liabilities on the fund financial statements only to the extent that
they are due for payment during the current year. Loans and capital ieases are recognized as a liability on
the fund financial statements when due.

Net Assets

Net assets represent the difference between assets and liabifities. Net assets invested in capital assets,
net of related debt consist of capital assets, net of accumulated depreciation, reduced by the outstanding
batance of any borrowing used for the acquisition, construction, or improvement of those assets. Net
assets are reported as restricted when there are limitations” imposed on their use either through
constitutional provisions or enabling legislation adopted by the County or through external restrictions
imposed by creditors, grantors, or laws or regulations of other governments. The County’s policy is to first
apply restricted resources when an expense is incurred for purposes for which both restricted and
unrestricted net assets are available.

Governmental Fund Balance Reserves

The County reserves those portions of governmental fund balance which are legally segregated for a
specific future use or which do not represent available expendable resources and, therefore, are not
available for appropriation or expenditure. Fund balance reserves have been established for
encumbrances, loans receivable, and endowments. .

Operating Revenues and Expenses

Operating revenues are those revenues that are generated directly from the primary activity of the
enterprise funds. For the County, these revenues are charges for services for sanitary landfill and
recycling services and rent. Operating expenses are the necessary costs incurred to provide the service
that is the primary activity of the fund. Revenues and expenses not meeting these definitions are reported
as nonoperating.
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Estimates

The preparation of the financial statements in conformity with generally accepted accounting principles
requires management fo make estimates and assumpfions that affect the amounts reported in the
financial statements and accompanying notes. Actual results may differ from those estimates.

4. DEPOSITS AND INVESTMENTS

Deposits- State statutes require that alt public deposits in financial institutions be fully insured or
collateralized by U.S. Government obligations that have a market value of not less than the principal
amount of the deposits. The County’s deposits were fully insured or collateralized as required by state
statutes at June 30, 2010. At year end, the carrying amount of the County's deposits was $9,108,491
and the respective bank balances totaled $9,256,883. At June 30, 2010, the County’s deposits were fully
insured and collateralized according to state law.

5. PROPERTY TAXES

An ad valorem tax is charged each year on each parcel of taxable property and on each taxabie vehicle
and mobile home located in the County. The tax is assessed to support the State government, County
government and County School System. It is based generally on a fixed percentage of the market value
multiplied by a millage rate. The market value of the property is determined by the County Board of
Assessors and the millage rate is set by the County Commissioners to produce the revenue required to
finance the expected expenditures of the County and the School System.

After the taxable value of the property has been established and the millage rate determined, the tax is
computed on each property by a private computer service, and a tax bill is prepared for the property
owner. The total of these computations, called the tax digest, is submitted to the State of Georgia for
approval before the tax bilis are mailed to the property owners.

These tax bills then become the basis for tax collections and allocations to the State, County and
Schools. A list of uncoliected taxes is prepared from the bills remaining unpaid af the end of the year.

When taxes are colfected, the Tax Commissioner records the cash receipts and allocates the portion
collected for the State, County and School System. At periodic intervals, as the tax is colliected,
remittances are made to the State, County, and School System. During the annual audit a summary of
charges and credits is made to determine the amount of tax still due to the State, County and School
Sysiem and final

setttement is made according to the statements.

Taxes are levied on October 1 based upon values fixed at January 1 of the prior year. Taxes are due on
December 30 of the tax year.
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6. CAPITAL ASSETS
Note 13—Capital Assets

Capital asset activity for the year ended June 30, 2010, was as follows:

Adjustments

Balance and Transfers & Balance
June 30, 2008  Additions Disposals June 30, 2010
Governmental Activities:
Capital assets not being depreciated
Land § 7,118,953 3 - 3 - $ 7,118,853
Construction in progress 11,588,896 - 11,060,682 528,214
Total 18,707,849 - 11,060,682 7,647,167
Capitat assets being depreciated
Roads 6,794,073 1,181,908 - 7,975,979
Buildings 9,611,955 14,586,966 - 24,198,921
Equipment 2,728,350 307,709 - 3,036,059
Vehicles 2,822,378 1,104,985 - 3,927,363
21,956,756 17,181,566 ’ - 39,138,322
Less accumulated depreciation for:
Roads (466,443) (199,399) - (665,842)
Buildings (1,242,513} (569,228) - (1,811,741)
Equipment (1,721,450} (209,643} - (1,931,093)
Vehicles (1,878,9186) (427,004} - (2,305,920}
(5,309,322) (1,405,274) - (6,714,598)
Total capital assets being depreciated,
net 16,647,434 15,776,292 - 32,423,726
Governmental activities capital assets,
net $ 35,355,283 $ 15,776,292 $ 11,060,682 3 40,070,893

Depreciation expense was charged to governmental functions as follows;

Governmentail activities;

General Government 3 71,387
Judicial 4,114
Public Safety 570,806
Public Works 367,391
Culture and recreation 375,353
Housing and development 2,931
Health and Welfare 13,202

$ 1,405274
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7. INTERFUND ACTIVITY

Generally, outstanding balances between funds reported as interfund balances include outstanding
charges by one fund to another for goods or services, and other misceillaneous receivabies/payables
between funds. Aclivity between funds that is representative lending and borrowing arrangements
outstanding at the end of the fiscal year are described as interfund balances.

Payahle
from
Major
Govermmental
Payabte to: General
Govermnmental Activities
2002 SPLOST $ 19,726
Non-Major Governmental funds 14,980 |
3 34,708

interfund transfers during the year ended June 30, 2010 were as follows;

Transfers from:
Major Governmental Funds
2007 Special Nen-Major
Purpose Local Governmental
Transfer to: General Oqption Tax Funds Totai
Governmental Activifies
2002 SPLOST $ 184,209 3 - 184,209 $ 184,209
Debt Service - 3,128,290 3,128,290
3 184,209 $ 3128290 $ 184,209 3 3,312,499

The transfers were from the 2007 SPLOST Fund to the debt Service Fund as part of legal restrictions on
SPLOST proceeds that must be used to fund debt service on the 2006 G.O. Bonds, and transfers of
funds from the E911 Fund to the General Fund were to reimburse for expenditures incurred on behalf of
the E911 fund.

8. LONG-TERM DEBT

S

The County has stopped accepting solid waste at its landfill. Sfate and federal laws and regulations
require the County to perform certain maintenance and monitoring operations at the landfill site for thirty
years after official closure. The County has twenty years remaining. The estimated cost of all post
closure care activities is $378,029 and is reflected in the general fund on the government-wide financial
statements. Because of future changes in technology, laws, or regulations these costs may change.

At June 30, 2010, governmental bonds payable consisted of the following:
General Obligation Sales Tax Bonds, dated October 1, 2008,

Due in semi-annual installments through May 1, 2013,
Bearing interest at varying rates from 3.5% to 5.0% $9,961,770
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Under the terms of the 2007 SPLOST referendumn, the City of Franklin is to receive 9% of the total tax
collected. In addition, the County was authorized to issue bonds to provide advance financing for capital
projects anticipated in the 2007 SPLOST referendum. The total face value of the Series 2006 issue is
$16,250,000. Under the financing plan, the City of Frankiin, Georgia received $1,000,000 (Franklin
Bonds) of the proceeds, net of issuance costs. The 2007 SPLOST proceeds are paid into two debt
service accounts, one for the County and one for the City of Franklin. The SPLOST is pledged first to
provide for the total principal and interest due in the next year, with the remainder going into two Project
accounts: one for the County and the other for the City.

The City is obligated to pay the Frankiin Bonds out of its share of the 2007 SPLOST. This liability, along
with the debt service accounts, is reported by the City of Franklin. The County is reporting its share of the
bond issue. Should SPLOST receipts be insufficient to fully repay the bonds, the County is contingently
liable for the balance on the Franklin Bonds.

Changes in outstanding long-term debt-

The 2006 G.O. Bond issue has a premium associated with the issuance of the Series.  The premium is
being amortized over the life of the bond issue. Amortization during the year amounted to $19,774.

Changes in long-term debt were as follows:

Amounts
Balance Balance Due Within
June 30, 2009 Additions Reductions June 30, 2010 1year
General Obligation Bonds  $ 12,730,231 3 - $ 2,768,461 $ 9,861,770 $ 2,768,46°
Compensated absences 638,145 34,981 - 673,126 -
Landfill post-closure 365,913 - 22,118 333,797 22,116

$ 13,724,289 $ 34981 $ 2,790,577 $ 10,068683 § 2,790,57;

At June 30, 2010, current maturities of post closure costs was $22,116. Long-term compensated
absences were estimated to be all long term.

Long-term compensated absences and landfill post closure costs are liquidated by the General Fund.
Long-term leases payable and General Obligation Bonds payable are liquidated by the Special Purpose
Local Option Tax Funds.

Annual maturities for the General Obligation Bonds are as follows:

Year £nding
June 30, Principal Interest Total
2011 $ 3,031,231 $ 383,209 $ 3,414,440
2012 3,312,769 267,985 3,580,754
2013 3,617,770 135,333 3,753,103

$ 9,861,770 $ 786,527 $ 10,748,297
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Heard County Water Authority

The Heard County Water Authority borrowed money on a waste water freatment plant construction loan.
Interest is at 4.125%. The foan is payable in 456 monthly instaliments of $4,685 with the balance due
December 5, 2049. The loan is collateralized by the assets of the Autherity, The balance of this loan was
$1,078,000 at June 30, 2010,

The Authority is also obligated for payment of revenue bonds in the amount of $795,000, bearing interest
at the annual rate of 5.875%. The bonds are secured by a second lien on the net revenues of the Water
Authority {net revenues before depreciation and amortization). Should the net revenues be insufficient to
pay the principal and interest, then Heard County has committed to fund the deficiency. The balance of
the revenue honds was $680,000 at June 30, 2010.

The Authority borrowed money from GEFA to replace failing water pumps. The amount borrowed was
$08,668 and is payable in 59 monthly payments of $1,804 including interest at 3.0%. The balance of this
loan at June 3¢, 2010 was $98,868.

As of June 30, 2010, the Water Authority had $366,000 in sinking funds. Debt service to maturity for the
long term debt was as follows:

Principal Interest Total
2011 $ 120402 $ 85843 § 215245
2012 150,162 101,972 252,134
2013 167,049 71,386 238,435
2014 178,167 62,337 240,504
2015 189,325 52,660 241,985
2016-2049 1,042,763 906,052 1,048,815

$ 1,856,868 $ 1,280,250 $ 3,137,118

Changes in Heard County Water Authority long-term debt were as follows:

Amounts
Balance Balance Due Within
June 30
2009 Additions Reductions June 30, 2010 1 year
Construction loan $ 195947 § 776,142 $ 972,089 $ - 3 -
Construction loan - 1,078,000 - 1,078,000 -
GEFA loan - 08,668 08,668 9,402
Revenue Bonds 795,000 - 105,000 690,000 120,000

$ 990947 $1,952,810 $ 1,077,089 $ 1,866,668 $ 120,000

9. POST-EMPLOYMENT BENEFITS

The County Defined Benefit Plan

Plan Description- The County’s defined henefit pension plan, Heard County Pension Plan (HCPP),
provided retirement and disability benefits, and death benefits to plan members and beneficiaries. HCPP
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is affiiated with the Association County Commissioners of Georgia (ACCG) Defined Benefit Plan, an
agent multiple-employer public employee retirement plan administered by Government Employee
Benefits Corporation of Georgia. The Plan acts as a common investment and administrative agent for
participating counties in Georgia. The Public Retirement Systems Standard Law (OCGA 47-20-10)
assigns the authority to establish and amend the plan to the County. ACCG issues a financial report that
includes financial statements and required supplementary information for the Plan. That report may be
obtained by writing to ACCG, 1100 Circle 75 Parkway, Suite 300, Atlanta, GA 30339.

Participation- Under the Plan, all full time County employees are eligible to participate after completing
three years of service. Benefits vest after five years of service. Participants may retire at age sixty-five
with three years of completed service. There is no maximum entry age. Retirement benefits equal 1% of
average compensation to $6,600, plus 1.5% of average compensation in excess of $6,600, plus $36 for
each year of service, with total service limited to thirty-five years. Average compensation is based on the
five-year period immediately preceding retirement.

Funding Policy- HCPP members are required to contribute 5% of their annual covered salary. The County
is required to contribute an actuarially determined rate; the current rate is 6.15% of annual covered
payroll. Section 47-20 of the Georgia Code sets forth the minimum funding standards for state and local
governmental pension plans. Administrative expenses are based on total covered compensation of
active plan participants and are added to the state-required annual funding requirement. The Georgia
Constitution enables the governing authority of the County, the Board of Commissioners, to establish, and
amend from time to time the contribution rates for the County and its plan participants.

The most recent valuation date for the Plan is December 31, 2008. Annual Pension Cost- For 2010, the
County’s annual pension cost of $39,852 was equal to the County's required and actual contributions.
The required contribution was determined as a part of the December 31, 2008 actuarial valuation. The
County makes contributions to the Plan that are equal to the entry age actuarial cost method. The
actuarial assumptions included (a) 8.0% investment rate of return (net of administrative expenses) (b)
projected salary increases based on 5.0% per year, and (¢) no annual cost of living adjustments. The
expected rate of inflation is assumed to be 3%. The unfunded frozen actuarial accrued liability is being
amortized as a level percentage of projected payroll on a closed basis. The remaining amortization
period at December 31, 2010 was 10 years.

The actuarial value of Plan assets is calculated by rolling forward the prior year's actuarial value with
contributions, disbursements, and expected return on investments, plus 10% of investment gains and
losses during 10 prior years.

For the year ended June 30, 2010, covered compensation totaled $1,456,144, out of total compensation
of $5,562,575.

Membership in the plan is as follows:

Retirees and beneficiaries receiving benefits 27

Terminated participants entitled to future

benefits 19

Active participating employees 41
87
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Funded status is as follows:

Actuarial UAAL as a
Percentage
Year Actuarial Accrued Annual of
Ended Value Liability Funded Unfunded Covered Covered
ALL
1231 of Assets (ALL) Ratio {UAAL) Payroll Payroli
2009 1,910,691 2,387,265 79.7% 486,574 1,456,144 33.4%

The schedule of funding progress, presented as required supplementary information following the notes
to the financial statements present trend information about whether the actuarial values of plan assets are
increasing or decreasing over time relative to the actuarial accrued liabilities for benefits.

The County Deferred Compensation Plan

Heard County has an elective deferred compensation plan under the provisions of Internal Revenue Code
Section 457 that is available to all employees. Under this plan, employees may make an elective deferral
of their compensation. This amount is paid to a third party administrator and is held for the employees.
Control over this deferred compensation vests solely to the respective employeés. The County has no
control over the funds once they are paid to the plan administrator.

10. LITIGATION

The County's attorney advises that no legal actions were in progress by or against the County at June 30,
2010 that would have any material effect on the County's financial condition.

11. COMMITMENTS AND CONTINGENCIES

The County is subject to routine audits by Grantor agencies. These audits could result in certain costs
being disaliowed. To the extent that such disallowances involve expenditures under subcontracted
arrangements, the County generally has the right of recovery from such third parties. Management
believes that any costs disallowed by grantor reviews or review of sub recipient audits would not be
material to these financial statements, and no provision has been made for these items.

12. RISK MANAGEMENT"

The Governmental Accounting Standards Board (GASB) issued Statement No. 10, Accounting and
Financial Reporting for Risk Financing and Related Insurance Issues, which establishes standard
accounting and financial reporting practices for public entity risk pools and governmental entities. The
following disclosures are offered in accordance with GASB 10.

The County is exposed to various forms of risk of loss reiated to torts: theft of, damage to, and destruction
of assets; errors and omissions; injuries to employees; and natural disasters. The County has joined
together with local governments in the state as part of the Georgia Interlocal Risk Management Agency
Property and Liability Insurance Fund and the Georgia Municipal Association Group Seli-Insurance
Workers Compensation Fund, a public entity risk poo! currently operating as a common risk management
and insurance program for member local governments.

As a part of these risk pools, the County is obligated to pay all contributions and assessments as

prescribed by the pools, to cooperate with the pool's agents and attorneys, to follow loss reduction
procedures established by the funds, and to report as promptly as possible, and in accordance with and
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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 pool's agents and attorneys to represent the County in
investigation, settlement discussions and all tevels of litigation arising out of any claim made against the
County within the scope of loss protection furnished by the funds.

The funds are 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
funds are to pay all cost 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.

Settled claims have not exceeded commercial coverage in any of the past three years.

14. JOINT VENTURE

Under Georgia law, the County, in conjunction with the municipalities and county governments in a
thirteen county area, is a member in the Three Rivers Regional Commission (RC) and is required to pay
dues thereto. During the year ended June 30, 2010, the County paid $7,254 in such dues. Membership
in the RC is required under O.C.G.A. Section 50-8-34. The RC governing Board included the chief
elected official of each county included in the RDC area. Member governments are liable for any debts or
obligations incurred by the RC. -

Separate RC financial statements may be obtained from:
Three Rivers Regional Commission

PO Box 1600
Franklin, GA 30217

15. SPECIAL PURPOSE LOCAL OPTION SALES TAX

The County had two Special Purpose Local Option Tax issues outstanding as of June 30, 2010.
Summaries of receipts and expenditures of these issues were as follows:

Original Current Prior Current
2002 SPLOST Estimated Estimated Years Year Total
Expenditures for:
Road projects $ 3,880,550 $ 7,406,521 $ 7,332,875 $ 73,645 $ 7,406,521
County Buildings 3,980,550 508,488 473,252 35,236 508,488
Construction of Jail and
Animal Control Fagility 5,800,000 6,800,000 - 6,800,000
Public Safety facilities
and equipment 1,594,450 2,316,560 2,263,605 52,955 2,316,580
Recreation facilities - -
and equipment 1,594,450 1,988,174 1,924,618 63,556 1,988,174
Intergovernmental fransfers:
Heard Co. Water Authority 1,000,000 1,050,000 1,650,000 - 1,050,000
City of Franklin 1,350,000 1,867,380 1,867,380 - 1,867,380
City of Ephesus 750,000 1,037,459 1,037,459 - 1,037,459
City of Centralhatchee 750,000 1,037,459 1,037,459 - 1,037,458
$ 15,000,000 $ 24012041 $ 23,786,647 i 225,393 $ 24,012,040
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2007 SPLOST

Expenditures for:

Road projects

Recraation complex

EMA Headquarters
Roosterville fire station
Sheriff equipment

WARRS communication equipment
911 center

Codes enforcement equip.
Courthouse renovation
Administration building annex
City of Franklin

City of Centralhatchee

City of Ephesus

Water projects

Original Current Prior Current
Estimated Estimated Years Year _Total
6,000,000 $ 6,000,000 5 827,603 $ 1715665 $ 2,643,268
12,000,000 12,699,721 12,192,954 506,770 12,699,721
1,750,000 3,319,499 411,095 2,908,404 3,319,499
1,500,000 1,500,000 - 339,854 339,854
550,000 550,000 155,279 48,538 203,817
1,000,000 1,000,0G0 - -
750,000 750,000 368,887 232,915 601,802
125,000 125,000 - -
600,000 600,000 86,290 100,157 186,447
4,435,000 4,435,000 - -
2,690,000 2,690,000 1,221,054 438,937 1,659,991
1,485,000 1,495,000 678,363 243,854 922,217
1,485,000 1,495,000 678,363 243,854 922,217
3,280,000 3,280,000 1,027,550 533,333 1,560,883
37,670,000 $ 39,939,220 $§ 17,747,435 $ 7,312,282 $ 25069716
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HEARD COUNTY, GEORGIA
Budgetary Comparison Schedule

General Fund

For The Year Ended June 30, 2010

Revenues

Taxes

Charges for Services
Licenses and Permits
Fines and Forfeitures
intergovernmental
Interest

Other

Total Revenues

Expenditures
Current

General government
Judicial
Public safety
Public works
Cuilture and recreation
Housing and development
Health and welfare
Qther

Debt service

Total Expenditures

Excess (deficiency) of Revenues Over
(Under) Expenditures

Other Financing Sources (Uses)

Transfers in

Transfers out

Net Change in Fund Balances

Fund Balances {Deficit} at Beginning

Fund Balances at End of Year

Budgeted Amounts
Original Final Actual
$ 10,574,106 $ 10,574,106 7,633,956
706,050 706,050 650,120
110,750 110,750 89,628
185,000 186,000 110,859
971,000 971,000 241,168
297,200 297,200 445,335
12,844,108 12,844,106 9,171,066
2,169,487 2,169,487 1,578,647
1,092,832 1,092,832 904,263
5,991,771 5,991,771 5,610,663
1,227,855 1,227,855 1,149,481
919,062 919,062 663,145
349,002 349,002 279,997
1,094,097 1,094,097 1,093,935
12,844,106 12,844,106 11,280,131
- - (2,109,065)
- - 184,209
- - {1,924,856)
8,015,323 8,015,323 8,015,323
8,015,323 8,015,323 6,090,467
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HEARD COUNTY, GEORGIA
Schedule of Funding Progress

Actuarial UAAL as a

Actuarial Accrued Annual  Percentage of

Value Liability Funded Unfunded Coverad Covered

December, 31 of Assets {ALL) Ratio ALL (UAAL) Payroll Payroll
1999 1,213,020 1,373,680 88.3% 160,660 771,336 20.8%
2000 1,291,218 1,457,294 88.6% 166,076 739,658 22.5%
2001 1,264,198 1,622,526 83.0% 258,328 659,629 39.2%
2002 1,205,169 1,603,340 75.2% 398,171 629,625 63.2%
2003 1,331,880 1,642,041 81.1% 310,161 635,510 48.8%
2004 1,368,136 1,777,596 77.0% 409,460 715,838 57.2%
2005 1,511,324 1,933,014 78.2% 421,690 943,985 44.7%
2006 1,646,884 2,150,144 76.6% 503,260 1,062,848 47.4%
2007 1,773,986 2,062,455 86.0% 288,469 1,201,669 24.0%
2008 1,723,646 2,279,830 75.6% 555,984 1,599,460 34.8%
2009 1,910,691 2,397,265 79.7% 486,574 1,456,144 33.4%
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Heard County, Georgia
NOTES TO REQUIRED SUPPLEMENTARY INFORMATION
ON BUDGETARY ACCOUNTING AND CONTROL
For Year Ended June 30, 2010

Budgetary Accounting

The County budgets its operations on an annual basis for the General Fund. The proposed
budget is prepared each year by a Budget Committee composed of the County Commission.
Public hearings are held fo discuss the proposed budget and to obtain inpuf from the citizens of
Heard County. The final proposed budget is presented at a County Commission meeting for final
passage prior {o June 30. The final budget is adopted at public meeting.

The County prepares its budget on a basis consistent with generaily accepted accounting
principles. All annual appropriations lapse at fiscal year end.

The Schedule of Revenues, Expenditures and Changes in Fund Balances - Budget and Actual -
presenis a comparison of budgetary data to actual results of operafions for which annual
operating budgets are legally adopted. Revenues are hudgeted by source and expenditures are
budgeted by department and class as follows: General government, Judicial, Public Safety,
Public works, Culture and Recreation, Housing and Development, and Health.and Welfare. This
constitutes the legal level of control. General Fund expenditures for capital outlay are budgeted
with the respective depariments rather than being separately reporied. Expenditures may not
exceed appropriations at this ievel except for maftching funds required by grantors. All budget
revisions at this level are subject to final review by the Commission. Within these control ievels,
management may transfer appropriations without Commission approval, with the exception of
salary amounts.

Encumbrances
Encumbrances represent commitments related fo unperformed contracts for goods or services.
Encumbrance accounting ~ under which purchase orders, contracts and other commitments for

the expenditure of rescurces are recorded fo reserve that portion of the applicable appropriation -
is utilized in the governmental funds. There were no outstanding encumbrances at year-end.
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ASSETS

Cash and Cash Equivalents
Due from other funds

Loan receivable

Total Assets

LIABILITIES
Due to other funds

Total Liabilities

FUND BALANCES
Restricted for public safety
Restricted for loans
Restricted for public works
Unrestricted

Total Fund Balances

Totad Liabilities and Fund Balances

HEARD CQUNTY, GEORGIA
~ Combining Balance Sheet
Non-Major Governmental Funds
June 30, 2010

Special Revenue

Revolving Drug Abuse
Loan Jail Treatment CDBG Eg11
Fund Fund Fund Grant Fund
$ 62,409 $ 2927 § 16,150 $ 300
76,003 - - -
138,412 2,927 16,150 300
- 2,927 18,150 -
138,412 - - -
. - - 300
138,412 2,927 16,150 300
$ 138,412 § 29827 § 16,150 5 300
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Total

Law Inmate Other
Seized DARE Library Welfare Goverhmental
Assets Fund Fund Fund Funds
ASSETS
Cash and Cash Equivalents $ 34725 % 41 3 20,321 § 5752 % 142,625
Due from other funds 14,980 - - - 14,980
- - - - 76,003
Total Assefs 49 705 41 20,321 5,752 218,628
LIABILITIES
Due to other funds - - - - -
Total Liabilities - - - - -
FUND BALANCES )
Restricted for public safety 49,705 41 20,321 5,752 94,896
Restricted for loans - . - - 138,412
Restricted for public works - - - - 300
Unrestricted - - - - -
Total Fund Balances 49705 41 20,321 5,752 233,608
Total Liabilities and Fund Bafances $ 49,705 $ 41 20,321 § 5752 3 233,608
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HEARD COUNTY, GEORGIA
Combining Statement of Revenues, Expenditures
and Changes in Fund Balances
Non-Major Governmental Funds
For The Year Ended June 30, 2010

Special Revenue

Revolving Drug Abuse
Loan Jail Treatment CDBG E911
Fund Fund Fund Grant Fund
Revenues
Fines $ - $ 23,280 $ 4425 $ - -
Intergovernmental - - - 40,745 -
Other income - - - 100 17,623
Investment income 983 62 - - 442
Total Revenues 983 23,342 4,425 40,845 18,065
Expenditures
Public safety - 33,837 3,334 - -
Public works - - - 40,5645 -
Capital outiay - - - - -
Total Expenditures - 33,837 3,334 40,545 -
Excess (deficiency) of Revenues Over
{Under) Expenditures
Other Financing Sources (Uses) 983 (10,495) 1,091 300 18,065
Transfers In - - - - -
Transfers Qut - - - - {184,209)
Net Change in Fund Balances 983 (10,495) 1,091 300 {166,144)
Fund Balances (Deficit} at Beginning 137,428 13,422 15,059 - 166,144
Fund Balances at End of Year $ 138412 § 29027 § 16,150 § 300 -
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Revenues

Fines
Intergovernmental
Other income
investment income

Total Revenues

Expenditures
Public safety
Public works
Capital outlay

Total Expenditures
Excess (deficiency) of Revenues Over
(Under) Expenditures
Other Financing Sources {Uses)
Transfers In
Transfers Out

Net Change in Fund Batances
Fund Balances (Deficit) at Beginning

Fund Batances at End of Year

Total

Law lnmate Other
Seized DARE Library  Welfare Governmental
Assets Fund Eund Fund Funds
$ 96173 $ - $ 3650 % - 3 127,528
- - - . 40,745
- - - - 17,723
- - - - 1,487
96,173 - 3,650 - 187,483
22,499 - 1,565 182 61,417
- - - - 40,545
43,189 - - - 43,189
65,688 - 1,565 182 145,151
30,485 -- 2,085 (182) 42,332
- - - - {184,209)
30,485 . 2,085 (182) (141,877)
19,220 41 18,236 5934 375,485
$ 49705 $ 41 § 20321 $ 5752 § 233,608
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HEARD COUNTY, GEORGIA
Schedule of $tate Awards Expended
For theYear Ended June 30, 2010

State Due
Contract Revenue Local Total (To)/From
State Program Name Number Received Revenue  Expenditures State
DHR 427-93-10100278-98 31,026 - 44 859 13,833
DHR 04-074-10 92,982 - - 18,929
$ 124008 $ - $ 44,858 $ 32,762
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Kim Kimmel
Certified Public Accountant
PO 39
Richland, Georgia 31825

Member:
American Institute of CPAs 229-887-2543
Georgia Society of CPAs 229-887-3402 fax

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

To the Board of Commissioners
Heard County, Georgia

| have audited the financial statements of the governmental activities, the aggregate discretely
presented component units, each major fund, and the remaining aggregate fund information of
Heard, County, Georgia as of and for the year ended June 30, 2010, which collectively comprise
Heard, County, Georgia‘s basic financial statements and have issued my report thereon dated
December 20, 2010. | conducted my audit in accordance with auditing standards generally
accepted in the United States of America and the standards applicable to financial audits
contained in Government Auditing Standards, issued by the Compiroller General of the United
States. | did not audit the financial statements of the Heard County Healthi Department, and
Heard County Water Authority, which represent 85 percent of the assets and 78 percent of the
revenues in the component unit columns. Those financial statements were audited by other
auditors whose report has been furnished to me, and my opinion on the basic financial
statements, insofar as it relates to the amounts included for the Heard County Health Department
and Heard County Water Authority, is based on the reports of the other auditors.

intemal Control Over Financial Reporting

In ptanning and performing my audit, | considered Heard County's internal control over financial |
reporting as a basis for designing my auditing procedures for the purpose of expressing my
opinions on the financial statements, but not for the purpose of expressing an opinion on the
effectiveness of Heard County, Georgia's internal control aver financial reporting. Accordingly, |
do not express an opinion on the effectiveness of Heard 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 weaknessis a
deficiency, or combination of deficiencies, in infernal 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.

My consideration of the internal control over financial reporting was for the limited purpose
described in the preceding paragraph and would not necessarily identify all deficiencies in internal
control over financial reporting that might be deficiencies, significant deficiencies or material
weaknesses. | did not identify any deficiencies in internal control over financial reporting that |
consider to be a material weakness, as defined above.

However, | identified a deficiency in internal control over financial reporting, described in the
accompanying schedule of findings and responses that | consider to be a significant deficiency in
internal control over financial reporting. The item is listed as 10-1. 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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Compliance and Other Matters

As part of obtaining reasonable assurance about whether Heard County, Georgia's financial
statements are free of material misstatement, | 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 compiiance with those provisions was not an objective of my audit, and
accordingly, | do not express such an opinion. The results of my tests disclosed no instances of
noncompliance or other matters that are required to be reported under Government Auditing
Standards.

Heard County, Georgia’s response to the findings identified in my audit is described in the
accompanying schedule of findings and responses. 1 did not audit Heard County, Georgia's
responses and, accordingly, | express no opinion on it.

This report is intended solely for the information and use of the audit committee, management,

others within the organization, and state awarding entities and is not intended to be and should
not be used by anyone other than these specified parties.

Richland, Georgia
December 20, 2010
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HEARD COUNTY, GEORGIA
Schedule of Findings and Responses
Year Ended Jun 30, 2010

Deficiency
10-1 Segregation of Duties

Condition: During my audit | noted that some transactions are processed from start to end by one
individual.

Criteria: All transactions should require two or more individuals to initiate, summarize, post, and
reconcite.

Effect: The potential exists for unauthorized transactions fo be initiated and not discovered.

Response: The County agrees with the finding and acknowledges the risk involved, but does not
have the resources to provide for proper segregation of duties in all areas, at this time.
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