DADE COUNTY, GEORGIA

FINANCIAL STATEMENTS

DECEMBER 31, 2005

HENDERSON HUTCHERSON
&\/ICCULLOUGH, PLLC

Certified Public Accountants




DADE COUNTY, GEORGIA

INDEX
DECEMBER 31, 2005
PAGE
INTRODUCTORY SECTION
COUNTY OFFICIALS 1
FINANCIAL SECTION
INDEPENDENT AUDITORS’ REPORT 2-3
MANAGEMENT’S DISCUSSION AND ANALYSIS 4-11
BASIC FINANCIAL STATEMENTS
GOVERNMENT-WIDE FINANCIAL STATEMENTS —
STATEMENT OF NET ASSETS 12
STATEMENT OF ACTIVITIES 13-14
FUND FINANCIAL STATEMENTS —
BALANCE SHEET — GOVERNMENTAL FUNDS 15
RECONCILIATION OF FUND BALANCE TO STATEMENT OF NET ASSETS 16
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN
FUND BALANCE — GOVERNMENTAL FUNDS 17
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCE OF GOVERNMENTAL FUNDS TO THE
STATEMENT OF ACTIVITIES 18
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND
BALANCE — BUDGET AND ACTUAL — GAAP BASIS — GENERAL FUND 19-22
STATEMENT OF FIDUCIARY NET ASSETS — FIDUCIARY FUNDS 23
STATEMENT OF CHANGES IN FIDUCIARY NET ASSETS — FIDUCIARY FUNDS 24
NOTES TO FINANCIAL STATEMENTS 25-39

SUPPLEMENTAL DATA SECTION (UNAUDITED)

SCHEDULE OF PROPERTY TAX RATES — EACH OF THE LAST FIVE YEARS 40



DADE COUNTY, GEORGIA

INDEX

DECEMBER 31, 2005 (CONTINUED)

SCHEDULE OF OUTSTANDING BONDS 41

SCHEDULE OF CAPITAL PROJECTS CONSTRUCTED 42
COMPLIANCE AND INTERNAL CONTROL SECTION

SCHEDULE OF EXPENDITURES OF FEDERAL AND STATE AWARDS 43

INDEPENDENT AUDITORS’ REPORT ON STATE OF GEORGIA GRANT
CERTIFICATION FORMS 44

GRANT CERTIFICATION FORMS 45-46
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 47-48
REPORT ON COMPLIANCE WITH REQUIREMENTS APPLICABLE TO

EACH MAJOR PROGRAM AND ON INTERNAL CONTROL OVER
COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133 49-50
SCHEDULE OF FINDINGS AND QUESTION COSTS 51-55

SCHEDULE OF PRIOR YEAR FINDINGS 56



DADE COUNTY, GEORGIA

COUNTY OFFICIALS

DECEMBER 31, 2005

Ben Brandon Commission Chairman
Scott Pittman Commissioner

Sarah Moore Commissioner

Tommy L. Lowery Commissioner

David Young Commissioner

Larry Cooper County Clerk

Robin Rogers County Attorney



HENDERSON HUTCHERSON
McCULLOUGH, PLLC

Certified Public Accountants

INDEPENDENT AUDITORS’ REPORT

To the Board of Commissioners
Dade County, Georgia
Trenton, Georgia

We have audited the accompanying financial statements of the governmental activities, each major
fund and the aggregate remaining fund information of Dade County, Georgia, as of and for the year
ended December 31, 2005, which collectively comprise the County’s basic financial statements as
listed in the index. These financial statements are the responsibility of the Dade County, Georgia’s
management. Our responsibility is to express an opinion on these financial statements based on our
audit. We did not audit the financial statements of the Dade County Health Department (a component
unit), whose statements reflect total assets of $307,314 and total net assets of $287,733 as of June 30,
2005, and total revenues of $441,506 for the year then ended. Those financial statements were audited
by other auditors whose report has been furnished to us and our opinion, insofar as it relates to the
amounts included for the Dade County Health Department is based solely 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 Auditing
Standards, issued by the Comptroller General of the United States. Those standards require that we
plan and perform the audit to obtain reasonable assurance about whether the financial statements are
free of material misstatement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating the overall
financial statement presentation. We believe that our audit and the report of the other auditors provide
a reasonable basis for our opinion.

In our opinion, based on our audit and the report of other auditors, the financial statements referred to
above present fairly, in all material respects, the respective financial position of the governmental
activities, each major fund and the aggregate remaining fund information of Dade County, Georgia, as
of December 31, 2005, and the respective changes in financial position thereof and the respective
budgetary comparisons for the general 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 June 15,
2006, on our consideration of Dade County, Georgia’s internal control over financial reporting and on
our tests of its compliance with certain provisions of laws, regulations, contracts and grant agreements
and other 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 the 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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The management’s discussion and analysis on page 4 through 11 is not a required part of the basic
financial statements, but is supplementary information required by accounting principles generally
accepted in the United States of America. We have applied certain limited procedures, which
consisted principally of inquiries of management regarding the methods of measurement and
presentation of the required supplementary information. However, we did not audit the information
and express no opinion on it.

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise Dade County, Georgia’s basic financial statements. The accompanying schedule
of expenditures of federal and state awards is presented for purposes of additional analysis, as required
by the U.S. office of Management and Budget Circular A-133, Audits of States, Local Governments,
and Non-Profit Organizations, and is not a required part of the basic financial statements. The
Introductory Section on page 1 and the supplemental data section on pages 39 through 41 are
presented for purposes of additional analysis and are not a required part of the basic financial
statements. The schedule of expenditures of federal and state awards has been subjected to the
auditing procedures applied in the audit of the basic financial statements and, in our opinion, is fairly
stated in all material respects in relation to the basic financial statements taken as a whole. The
introductory and supplemental data sections have not been subjected to the auditing procedures
applied in the audit of the basic financial statements and, accordingly, we express no opinion on them.
The Schedule of Special Purpose Local Option Sales Tax on page 39 has been subjected to the
auditing procedures applied in the audit of the basic financial statements and, in our opinion, is fairly
stated in all material respects in relation to the basic financial statements taken as a whole.

Chattanooga, Tennessee
June 15, 2006




DADE COUNTY, GEORGIA

MANAGEMENT DISCUSSION AND ANALYSIS

YEAR ENDED DECEMBER 31, 2005

This section of Dade County’s annual financial report presents a narrative overview and analysis of the
County’s financial performance for the year ended December 31, 2005. Please read it in conjunction
with the County’s financial statements which follow. This discussion and analysis is intended to serve
as an introduction to the County’s financial statements. The basic financial statements consist of three
parts: (1) government-wide financial statements, (2) fund financial statements, and (3) notes to the
financial statements. This report also contains other supplementary information in addition to the
basic financial statements themselves.

Dade County implemented the new reporting model required under Governmental Accounting
Standards during fiscal 2004.

Government-wide financial statements. The government-wide financial statements are designed to
provide readers with both long-term and short-term information about the County’s overall financial
status in a manner similar to private-sector businesses. There are two government-wide financial
statements.

Statement of net assets — presents information about the County’s assets and liabilities, with
the difference between the two reported as net assets. Over time, increases and decreases in
net assets may serve as a useful indicator of whether the financial position of the County is
improving or deteriorating.

Statement of activities — presents information showing how the County’s net assets change
during the most recent fiscal year. All current revenues and expenses are taken into account
regardless of the timing of the related cash flows. Thus revenues and expenses are reported in
this statement for some items that will result in cash flows in future fiscal years.

The government-wide financial statements include not only the County itself (known as the primary
government) but also one legally separate entity (known as a component unit). The Dade County
Health Department, although legally separate, is important because the County is financially
accountable for it.

Fund financial statements. The fund financial statements provide more detailed information about
the most significant funds — not necessarily the County as a whole. Some funds are required by State
or Federal law or by bond covenants; other funds are established by the County Commission to help it
control and manage money for designated or restricted purposes, or to show that it is meeting legal
responsibilities for how certain taxes, grants and other monies are used. All funds of the County are
governmental type funds.

(Continued)



DADE COUNTY, GEORGIA

MANAGEMENT DISCUSSION AND ANALYSIS

YEAR ENDED DECEMBER 31, 2005

Governmental funds — The County’s basic services are included in governmental funds.
The focus of these funds is on (1) how cash and other financial assets that can be readily
converted to cash were received and used and (2) what remains at the end of the fiscal year for
future spending. This detailed short-term view helps in determining whether there are more
or fewer financial resources that can be spent in the near future to finance the County’s
programs. Because this information does not include the additional long-term focus of the
government-wide financial statements, we provide additional information after the
governmental fund statement that explains the difference between the long-term view and the
short-term view.

Dade County, Georgia, maintains two governmental funds. Information is presented
separately in the governmental fund balance sheet and in the governmental fund statement of
revenues, expenditures and changes in fund balance for the general fund and the capital
projects fund, both of which are considered to be major funds. The County adopts an annual
budget for both of these funds. A budgetary comparison statement has been provided for each
fund to demonstrate compliance with these budgets.

Fiduciary funds — The County collects and holds funds for the benefit of other governmental
units or private individuals. Funds collected and held by the County for other governments
are maintained in agency funds. Funds that are held for the benefit of private individuals are
private-purpose trust funds. As these funds are not for the benefit or use of the County, they
are excluded from the total government summary.

Notes to financial statements. The financial statements also include notes that explain some of the
information in the financial statements and provide more detailed data. The additional information
contained in these notes is essential to a full understanding of the information provided in the
government-wide and fund financial statements.

Other information. In addition to the basic financial statements discussed above, this report also
presents supplementary information about the County’s insurance coverages and about the value of
property supporting the County’s tax base and the enacted rates for the past several years.

FINANCIAL ANALYSIS OF THE COUNTY AS A WHOLE

Net assets. Net assets may serve over time as a useful indicator of the government’s financial
position. In the case of Dade County, assets exceed liabilities by $11,140,433 at the close of the most
recent fiscal year. Over one-half of the County’s assets are related to its investment in capital assets
such as buildings and equipment. Because capital assets are used to provide services to citizens, the
assets are not available for future spending. The remaining balance is available to meet the County’s
ongoing obligations. A condensed summary of the net assets of the County is provided below.
(Continued)



DADE COUNTY, GEORGIA

MANAGEMENT DISCUSSION AND ANALYSIS

YEAR ENDED DECEMBER 31, 2005

Current and other assets
Capital assets

Total assets
Liabilities
Other
Long-term
Total liabilities
Net assets
Invested in capital assets, net of related debt
Restricted
Unrestricted

Total net assets

Total liabilities and net assets

Changes in net assets. For the fiscal year ending December 31, 2005, net assets of the County

decreased 7% or $815,211.

At the end of the current fiscal year, Dade County, Georgia is able to report a positive balance in net

assets.

Governmental

2005 2004
$ 5,254,364 $ 8,491,217
11,618,036 9.847.012
1 2.4 $18,338,229
$ 2,025,363 $ 482,585
3,706,604 5.900,000
5,731.967 6.382.585
5,087,012 3,947,012
121,454 102,643
5,931,967 7.905.989
11,140,433 11,955,644
$16.872.4 $1 229



DADE COUNTY, GEORGIA

MANAGEMENT DISCUSSION AND ANALYSIS

YEAR ENDED DECEMBER 31, 2005

The graphs below summarize the sources of the County’s revenues of $9,043,362 and total
program expenses of $9,858,573.

Total Revenues by Source
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DADE COUNTY, GEORGIA

MANAGEMENT DISCUSSION AND ANALYSIS

YEAR ENDED DECEMBER 31, 2005

A complete picture of the changes in net assets of the County is provided in the summary below.

Governmental
2005 2004
REVENUES
Program revenues
Charges for services $ 576,321 $ 628,383
Grants 634,709 477,327
Fines and fees 671,106 783,018
General revenues
Property and ad valorem taxes 2,006,256 2,275,836
County sales tax 3,756,897 3,627,145
Wholesale beer tax 183,332 216,077
Other business taxes 876,207 685,821
Miscellaneous 321,215 166,067
Investment income 17.319 52,285
Total revenue 9.043.362 8,911,959
EXPENSES
General government 2,581,312 1,831,052
Public safety 4,106,594 3,704,416
Highways and roads 780,461 668,986
Sanitation 1,724,965 468,655
Health 143,452 132,903
Welfare 99,076 88,690
Culture and recreation 422,713 251,746
TOTAL EXPENSES 9.858,573 7.146,448
Decrease in Net Assets (815,211) 1,765,511
Net assets — beginning of year 11,955,644 10,190,133
Net assets — end of year $11,140,433 $11,955,644

FINANCIAL ANALYSIS OF THE COUNTY’S FUNDS

Dade County, Georgia uses fund accounting to help it control and manage money for particular
purposes or to demonstrate compliance with legal requirements. More detailed analysis is provided
below for the County’s funds.



DADE COUNTY, GEORGIA

MANAGEMENT DISCUSSION AND ANALYSIS

YEAR ENDED DECEMBER 31, 2005

Governmental Funds. Governmental funds focus on providing information on the near-term flow of
resources. As the County completed the year, its governmental funds reported a fund balance of
$3,109,916. Ninety-six percent of this balance is unreserved, which is available for spending at the
County’s discretion. Information about the County’s governmental funds is presented below.

General fund. This fund is the chief operating fund of the County and $2,167,869 is the
current fund balance held in the general fund. The decrease in general fund balance was
$424,408 a 16% decrease from the beginning of the fiscal year.

Capital projects fund. This fund separately accounts for all of the revenues and costs
incurred by the County construction or purchase of assets with SPLOST funds. The current
fund balance of $942,047 is a decrease from the beginning of the year of $3,174,408 or 77%.
This decrease is the result of planned expenditures of funds for the purchase or construction
of capital assets as contemplated by the SPLOST referendum.

The County’s final budget was amended subsequent to the end of the year to allow for the
appropriation of revenues and expenditures that had not been budgeted for during the year. Budgeted
revenues were increased by $1,061,415 while budgeted expenditures were increased by $1,391,665.
Transfers from the capital projects fund were budgeted for $477,000 while the actual transfer
amounted to $382,042. The County’s original budget expected no increase or decrease in fund
balance. However, the County suffered a deficit of $425,208 which was $94,958 greater than the final
amended budget.

CAPITAL ASSET AND DEBT ADMINISTRATION
At the end of the year, the County had $11,618,036, net of accumulated depreciation, invested in

capital assets. This investment includes land, buildings and improvements, vehicles, equipment and
infrastructure (construction in process) as listed in the table below.

Beginning Retirements/ Ending

Balance Additions Depreciation Balance
Land $ 591,036 $ 124,000 $ - $ 715,036
Buildings and improvements 6,127,414 1,428,011 - 7,555,425
Parks and playgrounds 1,115,286 23,300 117,690 1,020,896
Machinery and equipment 4,315,233 1,090,317 169,082 5,236,468
Infrastructure 2,200,000 626,552 - 2,826,552
Construction in process 666,461 - 666,461 -

15,015,430 3,292,180 953,233 17,354,377
Accumulated depreciation 5,168,418 810,910 242.987 5,736,341

Total capital assets, net of

accumulated depreciation $9,847,012 $2,481,270 $710,246 $11,618,036



DADE COUNTY, GEORGIA

MANAGEMENT DISCUSSION AND ANALYSIS

YEAR ENDED DECEMBER 31, 2005

Major additions for the year are land of $124,000, building and improvements of $1,428,011,
infrastructure of $626,552, and machinery and equipment for various departments of $1,113,617.

The water and sewer line construction was completed in 2005 and transferred to Dade County water
and sewer, which pertains to the retirement of $666,461 in construction in process. Other items of
machinery and equipment with an original cost of $286,772 was sold in 2005.

As allowed by GASB 34, the County has elected not to record on the books the estimated cost of
infrastructure already in place at the time of implementation, thus the total for capital assets does not
include existing roads, bridges, sewers or water lines currently in existence.

At the end of the current year, Dade County, Georgia had total bonded debt outstanding of $4,760,000.
All of this represents bonds secured by SPLOST revenues issued by the County to fund construction.

Additional information on Dade County’s capital assets and long-term debt can be found in the notes
to the financial statements.

ECONOMIC FACTORS AND NEXT YEAR’S BUDGETS AND RATES

Dade County, Georgia is situated in the northwest comer of the state and is approximately 20 miles
across the state line from Chattanooga, Tennessee, a large urban center. Dade County is a largely rural
area of North Georgia devoted to agricultural and recreation activities. Economic activity in the region
is slower than that found in much of the State of Georgia, with growth coming in small increments.
The area has an unemployment rate that reflects the state average rate, and no significant changes are
expected in the coming year. Property tax rates have remained constant for several years with the
growth in revenue generated primarily in sales tax collections and the modest economic growth in the
community. However, the current county-wide revaluation of property is expected to reflect the true
economic growth rate the county has been experiencing over the last 10 years that heretofore has not
been reflected in the value of the county’s tax digest.

CONTACTING THE COUNTY’S FINANCIAL MANAGEMENT

The financial report is designed to provide our citizens, taxpayers, customers and creditors with a
general overview of the County’s finances and to show the County’s accountability for the money it
receives. If you have questions about this report or need additional financial information, contact:

Ben Brandon, Commission Chairman
Dade County Commission

P.O.Box 613

Trenton, Georgia 30763
706-657-4625

10



DADE COUNTY, GEORGIA

MANAGEMENT DISCUSSION AND ANALYSIS

YEAR ENDED DECEMBER 31, 2005

CONTACTING THE COUNTY’S FINANCIAL MANAGEMENT (Continued)

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

Dade County Health Department

229 First Street
Trenton, Georgia 30752

11



DADE COUNTY, GEORGIA

STATEMENT OF NET ASSETS

DECEMBER 31, 2005

ASSETS
Cash
Property taxes receivable (net
of allowance for uncollectible
accounts of $60,025)
Due from other governments
Prepaid assets
Other receivables
Capital assets, net of
accumulated depreciation

Total assets

LIABILITIES AND NET ASSETS

LIABILITIES
Accounts payable and accrued liabilities
Due to other governments
Bonds payable — due in one year
Bonds payable — due in more than one year
Notes payable-due in one year
Notes payable-due in more than one year
Compensated absences payable

Total liabilities
NET ASSETS
Invested in capital assets, net
of related liability
Restricted for grants
Unrestricted

Total net assets

Total liabilities and net assets

Governmental Component

Activities Unit
$ 3,008,067 $289,414
1,287,473 -
702,398 17,900
55,384 -
201,042 =
11,618,036 =
$.16.872,400 $307,314
$ 654,773 $ 139
- 8,974
1,155,000 -
3,605,000 -
115,696 -
101,604 -
99.894 10.468
5.731.967 19,581
5,087,012 -
121,454 -
5.931,967 287.733
11,140,433 287,733
$.16,872,400  $307,314

The accompanying notes are an integral part of these financial statements.
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Net (Expense) Revenue and
Changes in Net Assets
Governmental Component
Activities Unit

$(1,708,969) $ -
(3,170,592) -
(706,670) .
(1,724,965) -
(143,452) ;
(99,076) .
(422.713)

(7.976.,437) -

(111.859)

2,006,256 -
3,756,897 -
183,332 -
876,207 -

- 118,154
17,319 1,460
321,215 931

7,161.226 120,545

(815.211) 8.686

11.955.644 279,047

$11,140,433 $287,733



DADE COUNTY, GEORGIA

BALANCE SHEET — GOVERNMENTAL FUNDS

YEAR ENDED DECEMBER 31, 2005

ASSETS
Cash
Property taxes receivable (net
of allowance for uncollectible
accounts of $60,025)
Due from other funds
Due from other governments
Prepaid assets
Other receivables

Total assets
LIABILITIES AND FUND BALANCES
LIABILITIES
Accounts payable and accrued liabilities
Bonds payable-due in one year
Notes payable-due in one year
Deferred property tax revenue
Total liabilities
FUND BALANCES
Reserved for grants
Unreserved

Total fund balances

Total liabilities and fund balances

Total
Capital Governmental

General Projects Funds
$1,046,579 $1,961,488 $3,008,067
1,287,473 . 1,287,473
100,077 - 100,077
312,340 390,058 702,398
55,384 - 55,384
88,335 12,630 100,965
$2,890,188 $2,364,176 $5,254,364
$ 503,340 $ 151,433 $ 654,773
- 1,155,000 1,155,000
- 115,696 115,696
218.979 - 218.979
722,319 1,422,129 2.144.448
121,454 - 121,454
2.046.415 942,047 2.988.462
2,167,869 942,047 3,109,916
$2,890,188 $2,364,176 $5,254,364

The accompanying notes are an integral part of these financial statements.
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DADE COUNTY, GEORGIA

RECONCILIATION OF FUND BALANCE TO STATEMENT OF NET ASSETS

YEAR ENDED DECEMBER 31, 2005

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

Fund balance $ 3,109,916
Other assets are not available to pay for current period expenditures

and, therefore, are deferred in the funds 218,979
Long-term liabilities are not due and payable in the current period

and, therefore, are not reported in the funds (3,806,498)
Capital assets used in governmental activities are not financial resources

and, therefore, are not reported in the funds 11.618.036

Net assets of governmental activities $11,140,433

The accompanying notes are an integral part of these financial statements.

16



DADE COUNTY, GEORGIA

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES —

GOVERNMENTAL FUNDS

YEAR ENDED DECEMBER 31, 2005

REVENUES
Taxes
Intergovernmental revenues
Charges for services
Fines and forfeitures
Note proceeds
Miscellaneous

Total revenues

EXPENDITURES
General government
Public safety
Highways and streets
Sanitation
Health
Welfare
Culture and recreation
Debt service

Total expenditures

Excess (deficiency) of revenues over
(under) expenditures

Other Financing Sources (Uses)

Transfers in (Out)
1999 SPLOST rollback

Total Other Financing Sources
Net Change in Fund Balances
FUND BALANCE, beginning of year

FUND BALANCE, end of year

Total
Capital Governmental
General Projects Funds
$ 4,933,679 $2,293,734 $7,227,413
634,709 - 634,709
576,321 - 576,321
671,106 - 671,106
- 333,669 333,669
374,600 7,719 382,319
7,190,415 2,635,122 9.825.537
2,386,086 945,142 3,331,228
3,812,321 580,927 4,393,248
788,349 716,984 1,505,333
380,806 641,650 1,022,456
141,105 - 141,105
170,148 - 170,148
318,850 1,012,350 1,331,200
- 1,530,435 1,530,435
7,997,665 5,427,488 13,425,153
(807.250) (2.792,366) (3.599.616)
(122,493) 122,493 -
504.535 (504,535) -
382,042 (382.042) -
(425,208) (3.174.408)  $(3.599.616)
2.593.077 4.116.455 6,709,532
$2,167,869 $ 942,047 $3,109.916

The accompanying notes are an integral part of these financial statements.



DADE COUNTY, GEORGIA

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS TO THE

STATEMENT OF ACTIVITIES

YEAR ENDED DECEMBER 31, 2005

Amounts reported for governmental activities in the statement of
activities on page 17 are different because:

Net change in fund balances — total governmental funds

Capital outlay, reported as expenditures in governmental funds,
are shown as capital assets in the statement of activities

Depreciation expense of various transactions involving capital
assets are included in the governmental activities in the
statement of activities

The net effect of various transactions involving capital assets
is to decrease net assets

Revenues in the statement of activities that do not provide
current financial resources are not reported as revenues in
the funds

The issuance of long-term debt provides current financial
resources to governmental funds, while the repayment of
the principal of long-term consumers current financial
resources of governmental funds. Neither transaction,
however, has any effect on net assets.

Change in net assets of governmental activities

The accompanying notes are an integral part of these financial statements.

$(3,599,616)

3,292,180

(810,910)

(710,246)

(30,121)

1,043,502

$_(815.211)
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DADE COUNTY, GEORGIA
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE -
BUDGET AND ACTUAL — GAAP BASIS — GENERAL FUND

YEAR ENDED DECEMBER 31, 2005

Variance to
Budgeted Amounts Final Budget -
Actual Over/
Original Final Amounts (Under)
REVENUES
Taxes —
Financial institution tax $ 16,000 §$§ 17,599 §$ 17,599 $ -
Insurance premium tax 490,000 581,967 581,967 -
Intangible tax 75,000 114,557 114,557 -
Malt beverage/wine tax 200,000 183,332 183,332 -
Motor vehicle tags 245,000 252,801 252,801 -
Property taxes 1,800,000 1,783,577 1,783,577 -
Real estate transfer tax 10,000 22,085 22,085 -
State railroad tax 5,000 5,950 5,950 -
State sales tax 1,500,000 1,837,762 1,837,762 -
State of Georgia, TVA
in lieu of tax 135.000 134.049 134.049 -
Total taxes 4.476.000 4,933,679 4,933,679 -
Intergovernmental revenues —
C.O.P.S. grant 0 235,919 235,919 -
Department of Transportation
grants 30,000 73,790 73,790 -
Other grants 134,500 325,000 325.000 -
Total intergovernmental
revenues 164,500 634.709 634,709 -
Charges for services —
Electrical inspections 12,000 10,628 10,628 -
Inmate housing 73,000 222,454 222,454 -
E-911 access fees 111,000 127,317 127,317 -
Recycle sales 10,000 21,535 21,535 -
Transfer station fees 180,000 194,387 194,387 _ -
Total charges for services 386,000 576,321 576,321 -

The accompanying notes are an integral part of these financial statements.



DADE COUNTY, GEORGIA
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE —
BUDGET AND ACTUAL — GAAP BASIS — GENERAL FUND

YEAR ENDED DECEMBER 31, 2005

Variance to
Budgeted Amounts Final Budget -
Actual Over/
Original Final Amounts (Under)

Fines and forfeitures —

Superior Court $320,000  $ 335,035 $335,035 $ -
Probate Court 400,000 215,214 215,214 -
Magistrate Court 79,000 82,905 82,905 -
Juvenile Court 6,000 4,941 4,941 -
Fines for jail staffing, operations 50.000 33,011 33,011 _ -
Total fines and forfeitures 855,000 671,106 671,106 -
Miscellaneous revenues —
Communication fees 7,000 7,603 7,603 -
Drug awareness 0 18,502 18,502 -
Interest 2,500 9,600 9,600 -
Miscellaneous 50,000 73,466 73,466 -
Rents 138,000 137,553 137,553 -
Sale of surplus equipment 30,000 107,880 107,880 -
Victim’s assistance 0 19,996 19,996 -
Telephone commissions 20,000 0 - _ -
Total miscellaneous revenues 247,500 374,600 374,600 -
Total revenues 6.129.000  7,190.415 7,190,415 -
EXPENDITURES
General government —

Administrative 707,943 1,165,305 1,165,305 -
Special revenue 0 105,400 105,400 =
Tax Commissioner 250,776 276,916 276,916 -
Extension 35,070 64,164 64,164 -
Soil conservation 34,317 36,257 36,257 -
Registrars 39,957 86,594 86,594 -
Tax Assessor 248,197 313,512 313,512 -
Building maintenance 130,745 139,711 139,711 -
Maintenance shop 163.614 198,227 198,227 -
Total general government 1,610,619 2,386,086 2.386.086 -

The accompanying notes are an integral part of these financial statements.
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DADE COUNTY, GEORGIA
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE —
BUDGET AND ACTUAL — GAAP BASIS — GENERAL FUND

YEAR ENDED DECEMBER 31, 2005

Variance to

Budgeted Amounts Final Budget -
Actual Over/
Original Final Amounts (Under)
Highways and streets $1.013.294  $788.349 $788.349 $_ -
Sanitation 406,298 380,806 380,806 -
Health 121,036 141,105 141.105 -
Welfare —
Welfare 27,500 25,153 25,153 -
Public transportation 71,482 129,581 129,581 -
Economic Development 2.500 15,414 15414 -
Total welfare 101,482 170,148 170,148 -
Public safety —
Sheriff 992,622 1,332,868 1,332,868 B
Fire 89,600 180,599 180,599 -
Jail 764,209 910,781 910,781 -
Ambulance 100,000 116,949 116,949 -
Coroner 21,107 22,880 22,880 -
District Attorney 68,215 36,707 36,707 -
Public Defender 67,445 28,754 28,754 -
Communications 398,901 443015 443,015 -
Superior Court 279,557 373,882 373,882 -
Probate Court 221,266 191,175 191,175 -
Magistrate Court 97,565 112,572 112,572 -
Juvenile Court 35,930 51,683 51,683 -
Emergency management 22.539 10,456 10,456 -
Total public safety 3.158.956  3.812.321 3,812,321 -
Culture and recreation —
Library 56,154 164,669 164,669 -
Recreation 138,161 154,181 154.181 -
Total culture and recreation 194,315 318,850 318,850 -
Total expenditures 6,606,000 7,997,665 7.997.665 -

The accompanying notes are an integral part of these financial statements.



DADE COUNTY, GEORGIA

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE —
BUDGET AND ACTUAL — GAAP BASIS — GENERAL FUND

YEAR ENDED DECEMBER 31, 2005

Variance to

Budgeted Amounts Final Budget -
Actual Over/
Original Final Amounts (Under)

Excess of expenditures over

Revenues expenditures $(477,000) $(807,250) $(807.250) $ -

OTHER FINANCING USES
Transfer to/from Capital Projects
Fund 477,000 477.000 382,042 (94.958)
EXCESS OF REVENUES AND
OTHER SOURCES OVER
REVENUE AND OTHER
SOURCES $ - $(330,250) (425,208) $(94,958)
FUND BALANCE at beginning
of year 2.593.077
FUND BALANCE at end of year $2,167,869

The accompanying notes are an integral part of these financial statements.
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DADE COUNTY, GEORGIA

STATEMENT OF FIDUCIARY NET ASSETS — FIDUCIARY FUNDS

DECEMBER 31, 2005

ASSETS
Cash
Restricted cash
Property taxes receivable

Total assets
LIABILITIES
Payables to primary government
Payables to other governments
Other payables
Total liabilities

NET ASSETS
Held in trust for others

Total liabilities and net assets

The accompanying notes are an integral part of these financial statements.

Private Purpose
Trust Funds

$ 66,265
69,246

$135,511

Agency

Funds
$2,862,356
1,556,935

$4.419,291

$1,447,576
2,971,283

432

4,419,291

$4,419,291
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DADE COUNTY, GEORGIA

STATEMENT OF CHANGES IN FIDUCIARY NET ASSETS — FIDUCIARY FUNDS

YEAR ENDED DECEMBER 31, 2005

Private Purpose

Trust Funds
ADDITIONS
Proceeds from court fines $ 8,527
Sales of commissary goods 32,446
Total additions 40,973
DEDUCTIONS
Supplies purchased for library 8,564
Supplies purchased for jail commissary 26.220
Total deductions 34,784
CHANGE IN NET ASSETS 6,189
Net assets at beginning of year 46,501
Net assets at end of year $52,69

The accompanying notes are an integral part of these financial statements.



DADE COUNTY, GEORGIA

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2005

NOTE 1 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The general purpose financial statements of Dade County, Georgia have been prepared in
conformity with generally accepted accounting principles (GAAP) as applied to government
units. The Governmental Accounting Standards Board (GASB) is the accepted standard-
setting body for establishing governmental accounting and reporting principles. The
significant accounting policies of the County are described below.

Reporting Entity

Dade County, Georgia is a legal subdivision of the State and operates under the laws of the
State of Georgia. Effective January 1, 2005, the commission structure changed to an at-large,
elected county executive, who serves as the chairman of the commission, and four part-time
commissioners elected by district.

The financial statements of the County have been prepared in accordance with generally
accepted accounting principals (GAAP) as applied to governmental units. The GASB
periodically updates its codification of the existing Governmental Accounting and Financial
Reporting Standards which, along with the subsequent GASB pronouncements (Statements
and Interpretations), constitutes GAAP for governmental units.

In June 1999, the GASB issued Statement Number 34, “Basic Financial Statements and
Management Discussion and Analysis for State and Local Governments.” This statement
provides for the most significant change in financial reporting in over twenty years and was
scheduled for a phased implementation based on the size of the government. There are new
reporting requirements regarding a local government’s infrastructure — such as roads, bridges,
sewers, etc. The County has implemented GASB Number 34 according to its requirements.
Additionally, under GASB 34, smaller governments were relieved of the requirement to
record the existing infrastructure at the time of implementation, but will record all new
infrastructure assets constructed.

In evaluating how to define the government, for financial reporting purposes, management
has considered all potential component units. The decision to include a potential component
unit in the reporting entity was made by applying the criteria set forth in GASB Statement
Number 14, “The Financial Reporting Entity,” and GAAP. This statement requires that the
financial statements present Dade County, Georgia (the primary government) and any
component units. Component units generally are legally separate entities for which a primary
government is financially accountable. Financial accountability ordinarily involves meeting
one of the following criteria: the primary government is accountable for the component unit
(i.e., the primary government appoints the voting majority of the potential component unit
board and the primary government is able to impose its will upon the potential component
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DADE COUNTY, GEORGIA

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2005

NOTE 1 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

unit), or there is a possibility that the potential component unit may provide specific financial
benefits or impose specific financial burdens on the primary government. Blended
component units, although legally separate entities, are, in substance, part of the
government’s operations.

Dade County Health Department

The Dade County Health Department provides health care services and health education to
the residents of Dade County, Georgia. The Board of the Health Department is composed of
seven members, four of which are appointed by the Dade County Commission. The
Commission has authority over the budget of the Health Department and is responsible for
setting fee rates for services the Health Department provides. The Health Department is
presented as a governmental fund type. Complete financial statements may be obtained at the
Dade County Health Department’s administrative office at: Dade County Health Department,
229 First Street, Trenton, Georgia 30752.

The following related organizations are excluded from the financial reporting entity because
the County is not financially accountable for them:

The Development Authority of Dade County
Dade County Industrial Development Authority
Dade County Department of Family and Children’s Services

The County appoints a voting majority of the Dade County Department of Family and
Children’s Services’ board.

The following organizations are not related and did not meet the criteria for inclusion in these
financial statements:

Dade County Board of Education
Dade County Water and Sewer Authority

Measurement Focus, Basis of Accounting and Basis of Presentation

The accounts of the County are organized on the basis of funds, each of which is considered
to be a separate accounting entity. The operations of each fund are accounted for with a
separate set of self-balancing accounts that comprise its assets, liabilities, fund equity,
revenue and expenditures or expenses as appropriate. Governmental resources are allocated
to and accounted for in individual funds based on the purpose for which they are to be spent
and the means by which spending activities are controlled.
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DADE COUNTY, GEORGIA

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2005

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
The basic financial statements of the County are composed of the following:

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

Government-wide Financial Statements

The County’s government-wide financial statements include a Statement of Net Assets and a
Statement of Activities that report information on all nonfiduciary activities of the primary
government and its component units. For the most part, the effect of interfund activity has
been removed from these statements. These statements present a summary of governmental
activities for the County. They also include separate columns for information on the County’s
component unit.

These statements are presented on an “economic resources measurement focus” and the
accrual basis of accounting, as are the fiduciary fund financial statements. Accordingly, all of
the County’s assets and liabilities, including capital assets as well as infrastructure assets and
long-term liabilities, are included in the accompanying Statement of Net Assets. The
Statement of Activities presents changes in net assets. Under the accrual basis of accounting,
revenues are recognized in the period in which they are earned while expenses are recognized
in the period in which the liability is incurred. The types of transactions reported as program
revenues for the County are reported in three categories 1) charges for services; 2) operating
grants and contributions; and 3) capital grants and contributions. Expenses are classified by
function for governmental activities. Administrative overhead charges are made to various
functions and are included in direct expenses. When an expense is incurred for which both
restricted and unrestricted net assets are available, restricted resources are applied first.

The County applies all applicable GASB pronouncements (including all NCGA Statements
and Interpretations currently in effect) as well as the following pronouncements issued on or
before November 30, 1989, unless those pronouncements conflict with or contradict GASB
pronouncements, Financial Accounting Standards Board (FASB) Statements and
Interpretations, Accounting Principles Board (APB) Opinions and Accounting Research
Bulletins (ARB) of the Committee on Accounting Procedure.
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DADE COUNTY, GEORGIA

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2005

NOTE 1 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Government Fund Financial Statements

Government fund financial statements include a Balance Sheet and a Statement of Revenues,
Expenditures and Changes in Fund Balances for all major governmental funds and non-major
funds aggregated. An accompanying schedule is presented to reconcile and explain the
differences in fund balances and changes in fund balances as presented in these statements to
the net assets and changes in net assets presented in the government-wide financial
statements. The County has presented all major funds that met those qualifications.

All governmental funds are accounted for on a spending or “current financial resources”
measurement focus and the modified accrual basis of accounting. Accordingly, only current
assets and current liabilities are included on the Balance Sheet. The Statement of Revenues,
Expenditures and Changes in Fund Balance present increases (revenues and other financing
sources) and decreases (expenditures and other financing uses) in the current assets. Under
the modified accrual basis of accounting, revenues are recognized in the accounting period in
which they become both measurable and available for financial expenditures of the current
period. Accordingly, revenues are recognized when received in cash, except that revenues
subject to accrual (generally sixty days after year-end) are recognized when due. The primary
revenue sources, which have been treated as susceptible to accrual by the County, are property
tax and sales tax. Expenditures are recorded in the accounting period in which the related
fund liability is incurred.

The Dade County, Georgia reports the following major governmental funds:

General Fund. 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.

Capital Projects Fund. This fund accounts for the accumulation of resources
provided by the Special Purpose Local Option Sales Tax (SPLOST), approved by the
voters of Dade County, for use in the purchase or construction of capital assets such
as buildings, playgrounds, roads, bridges or sewers.

Additionally, the County reports the following fund types:

The private-purpose trust funds are used to account for resources held in trust for the
following:

Law Library. This fund is established according to official Code of Georgia
Annotated (O.C.G.A.) Title 36-15. Revenue is collected from court costs and must
be spent on books, periodicals, etc.
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DADE COUNTY, GEORGIA

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2005

NOTE 1 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Inmate Trust. This fund accounts for inmate’s funds to be used on concessions.
The concession profits are to be spent on inmate maintenance.

The agency funds account for the accumulation and distribution of funds performed by
officers of the County for the benefit of other governments.

Tax Commissioner. This fund accounts for the collection of property taxes and
other local taxes levied by the County Commission, County School Board and the
State. Taxes collected are remitted on a monthly basis to the respective taxing
authority.

Clerk of Superior Court, Magistrate Court, Probate Court and Juvenile Court.
These funds account for the collection of court fines and costs levied within the
jurisdictional powers of the elected officials. Amounts collected are disbursed on a
monthly basis as prescribed by state law.

Budgets and budgetary accounting. Budgets are adopted on a basis consistent with
generally accepted accounting principles. An annual appropriated budget is adopted for the
general fund. All annual appropriations lapse at fiscal year end. Budgeted amounts are as
originally adopted, or as amended by the Board.

Cash and cash equivalents. Cash and cash equivalents for balance sheet purposes, consist
of demand deposits and certificates of deposit with original maturities of three months or less,
primarily with local financial institutions.

Restricted cash. In the Fiduciary Funds, restricted cash balances are composed of amounts
held by the Clerk of Superior Court for the Indigent Defense Council as well as cash bonds
held in the Inmate Trust Fund.

Encumbrances. Encumbrances are commitments related to unperformed (executory)
contracts for goods or services. Encumbrance accounting is used to assure effective
budgetary control and accountability and to facilitate effective cash planning and control.
During the current year, Dade County did not utilize encumbrance accounting. Material
commitments at year end have been disclosed in the financial statements and the subsequent
year’s appropriations will provide authority to complete these transactions.
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DADE COUNTY, GEORGIA

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2005

NOTE 1 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Property taxes. Under State law, a subdivision of the State may levy a property tax.
Property tax revenues are recognized on the modified accrual basis. A receivable should be
recognized as of the date when an enforceable legal claim to the taxable property arises. This
date is known as the “lien date”. The receivable should be recognized as of year-end,
December 31. The receivable should be recognized for the entire tax levy of the ensuing year.
Taxes not expected to be collected within sixty days after the end of the year are recorded as
deferred revenue. County tax collections are done by the Dade County Tax Commissioner.

The property tax calendar applicable to the current fiscal year is as follows:

Lien date January 1, 2005
Levy date October 1, 2005
Tax bills mailed October 1, 2005
Payment due dates October 1 through December 31, 2005
Delinquency date January 1, 2006

The County-wide tax rate for the 2005 levy year was $18.79 per $1,000 of assessed value
which includes the separately assessed County school tax of $13.00, the County government
rate of $5.54 and the State of Georgia Rate of $.25. The assessed value of property is
approximately forty percent of the appraised (or estimated market) value.

The allowance for uncollectible taxes at December 31, 2005 was $60,025.

Compensated absences. It is the County’s policy to permit employees to accumulate earned
but unused vacation benefits. Vacation pay is accrued when incurred in the government-wide
financial statements. A liability for this amount is reported in governmental funds only if it
has matured.

The County’s sick time policy does not allow for the accumulation of sick time benefits.

Capital assets. Capital assets, including infrastructure additions are recorded at historical
cost. Contributed capital assets are recorded at their estimated fair market value on the date
contributed. Capital assets include public domain infrastructure assets consisting of roads,
bridges, streets and sidewalks, sewers, lighting systems and drainage systems. The County
defines capital assets as assets with an initial, individual cost of more than $1,000 ($10,000
for infrastructure assets) and an estimated useful life of three years or more.

Additions, improvements and other capital outlays that significantly extend the useful life of
an asset are capitalized. Other costs incurred for repairs and maintenance are expensed as
incurred. Depreciation on capital assets is calculated on the straight-line basis over the
following estimated useful lives:
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NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2005

NOTE 1 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Useful Life
Building, improvements, parks and playgrounds 10-50 years
Infrastructure 50 years
Equipment 5-20 years
Vehicles 10 years

NOTE 2 — CASH DEPOSITS AND INVESTMENTS

The County has defined cash and cash equivalents to include cash on hand, demand deposits
and cash with fiscal agent. Investments are stated at cost, which approximates fair value.

State statutes authorize the County to invest in obligations of, or obligations guaranteed by the
U.S. Government and agencies of corporations of the U.S. Government obligations of any
state; obligations of any political subdivision of any state; certificates of deposit or time
deposits of any national state bank or savings and loan which have deposits insured by the
FDIC or FSLIC; prime bankers acceptances; repurchase agreements; and the Georgia fund 1.

The County, during the year, invested funds in certificate of deposits.

AtDecember 31, 2005, the carrying amount of the County’s deposits was $3,008,067 and the
bank balance was $3,449,821. The bank balance is categorized below as to credit risk.
Category 1 includes deposits either covered by federal depository insurance, by collateral held
by the County’s agent in the County’s name or by the Federal Reserve Banks acting as third
party agents. Category 2 includes deposits covered by collateral held by the pledging bank’s
agent in the County’s name. Category 3 includes deposits either uninsured, uncollateralized
or covered by collateral held by the pledging bank or its agent, but not in the County’s name.

All of the County’s deposits were category 1 and insured.
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DADE COUNTY, GEORGIA

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2005

NOTE 3 — PROPERTY, PLANT AND EQUIPMENT

Capital asset activity for the year ended December 31, 2003, is as follows:

Balance Balance
January 1, December 31,
2005 Additions Retirements 2005
Governmental activities:
Non-depreciable assets
Land $ 591,036 $§ 124,000 S - § 715,036
Construction-in-process 666,461 - 666,461 -
Total non-depreciable
assets 1,257,497 124,000 666.461 715.036
Depreciable assets
Buildings and
improvements 6,127,414 1,428,011 - 7,555,425
Machinery and
equipment 4,315,233 1,090,317 169,082 5,236,468
Roads, bridges and
other infrastructure 2,200,000 626,552 - 2,826,552
Parks and playgrounds 1,115,286 23,300 117,690 1,620,896
Total depreciable assets  13.757.933 3.168,180 286,772 16,639,341
Less: accumulated
depreciation 5,168,418 810,910 242987 5,736,341
Capital assets, net $9.,847,012 $2,481,270 $710,246 $11,618,036

Depreciation expense is charged to functions as follows:

Primary Government - Governmental Activities:

General Government
Public Safety
Highways and Streets
Sanitation

Health

Welfare

Culture and Recreation

$176,563
378,222
89,753
36,048
2,347
10,552
117,425

$810.910
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DADE COUNTY, GEORGIA

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2005

NOTE 4 — RETIREMENT PLAN

The County has adopted a deferred compensation plan with the assets being held in trust for
the exclusive benefit of participants and their beneficiaries and is being administered by Al-
Valic Institutional Services. The Plan was created in accordance with Internal Revenue Code
Section 403(b). The County has no fiduciary relationship with the trust and the plan’s assets
are not reported in the County’s financial statements. All full-time employees of the County
that have completed six months of service to the County are eligible to participate.

The Plan requires that the County matches 100% of the first 3% of the employees salary
deferred. The Dade County Commission acts as the trustee for the plan. Vesting in the plan
follows a six-year graduated schedule.

Total contributions to the plan for 2005 were $86,105, of which $26,200 was by the County.
The Plan incurred a net gain in fair value of investment of $18,293. For the year ended
December 31, 2005, the total payroll covered by this plan was $3,041,807. Participating
employees totaled 41 as of December 31, 2005.

NOTE 5 — CAPITAL PROJECTS FUND LONG-TERM OBLIGATIONS
General obligation bonds consist of a 2003 sales tax bond for the purpose of funding capital

improvements. The original amount of issue was $5,900,000 and is due in annual principal
installments of $1,140,000 to $1,230,000 through October 2009 with an interest rate of

2.43%.
Debt service requirements to maturity for the general obligation bonds of the County are as
follows:
Principal Interest Total

2006 $1,155,000 $115,668 $1,270,668

2007 1,175,000 87,602 1,262,602

2008 1,200,000 59,049 1,259,049

2009 1,230,000 29.889 1.259.889

$4,760,000 $292.208 $5,052,208

Interest expense for 2005 charged to general government expense was $143,370.

Capital Lease Payable. On September 23, 2005 the County entered into a capital lease
agreement with Ford Motor Credit Company to purchase vehicles. The County is obligated
under the agreement to repay the lease in installments consisting of (i) principal repayments
payable annually for a 2 year term in certain amounts and on certain dates as specified in the
agreement and (ii) interest payments payable monthly at the rate and on the date or dates as
specified in the agreement. The vehicles may be purchased at the end of the lease term for
one dollar. The economic substance of the lease is that the County is financing the vehicles
through the lease in the amount of $333,669 at an interest rate of 4.70%.
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DECEMBER 31, 2005

NOTE 5 — CAPITAL PROJECTS FUND LONG-TERM OBLIGATIONS (Continued)

Lease principal requirements to maturity for the capital lease payable of the County are as

follows:

2006 $115,696
2007 $101,604

Changes in long-term liabilities. During the year ended December 31, 2005, the following

changes occurred in long-term liabilities:

Primary government — government to activities

Balance Balance  Due Within

Jan 1 Additions Reductions Dec. 31 One Year

General obligation bonds $5,900,000 $ - $1,140,000 $4,760,000 $1,155,000
Note payable - 333,669 116,369 217,300 115.696
$5,900,000 $333,669 $1.256,369 $4,977,300 $1,270,696

NOTE 6 — FUND EQUITY

Reservations of fund balance of governmental funds are created to either satisfy legal
covenants that require that a portion of the fund balance be segregated or identify the portion
of the fund balance that is not appropriated for future expenditures. Specific reservations of
the fund balance accounts are summarized below.

Reserved for Jail Operations. This reserve was created for unexpended fines which are
required to be used for jail staffing and operations.

Reserved for Drug Control. This reserve was established for funds to be used for drug
enforcement activities.

Reserved for Drug Awareness. This reserve was established for portions of fines to be used
for establishing a community program for counseling or education regarding drug and
substance abuse.

Reserved for Juvenile Services. This reserve was established for funds to be used for
providing various juvenile services in the Country.

NOTE 7 — CONTINGENT LIABILITIES

Amounts received or receivable from grantor agencies are subject to audit and adjustments by
grantor agencies, principally the federal government. Any disallowed claims, including
amounts already collected, may constitute a liability of the applicable funds. The amount, if
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DECEMBER 31, 2005

NOTE 7 — CONTINGENT LIABILITIES (Continued)

any, of expenditures which may be disallowed by the grantor cannot be determined at this
time although the County expects such amounts, if any, to be immaterial.

The County is presently involved in a number of matters involving pending litigation, overtly
threatened litigation, claims or assessments. While the County intends to defend these
actions, the ultimate outcome is uncertain at this time. The County’s management and legal
counsel is of the opinion that any unfavorable outcome would not materially affect the
financial statements.

NOTE 8 — RISK MANAGEMENT

Dade County is exposed to various risks of losses related to torts; theft of, damage to and
destruction of assets; errors and omissions; injuries to employees; and natural disasters.
Significant losses are covered by a public entity risk pool for all major programs. There have
been no significant reductions in coverage. Settlement amounts have not exceeded coverage
for the current year or the three prior years. All risk management activities are accounted for
in the General Fund. Expenditures and claims are recognized when it is probable that a loss
has occurred and the amount of the loss can be reasonably estimated. In determining claims,
events that might create claims, but for which none have been reported, are considered.

The County contracts with the Association County Commissioners of Georgia-Interlocal Risk
Management Agency (ACCG-IRMA) for combined automobile, crime, liability and property
coverage. As a public entity risk pool, ACCG-IRMA is obligated to Dade County as well as
approximately sixty other Georgia County members to cover casualty and property losses as
follows:

e to establish and administer a risk management service;

e toprevent or lessen the incidence and severity of casualty and property losses occurring in
the operation of county government; and

e to defend and protect, in accordance with this contract and related coverage descriptions,
any Member of ACCG-IRMA against liability or losses stated in such documents. The
activities of ACCG-IRMA shall not constitute conduct of an insurance business.

As a member of ACCG-IRMA, Dade County is obligated as follows:

(1) To participate at all times in at least one Fund which is established by the Board of
Trustees of ACCG-IRMA.

(2) To pay all contributions, assessments or other sums due to such times and in such
amounts as shall be established by the Board.
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NOTE 8 — RISK MANAGEMENT (Continued)
(3) To select a person to serve as a Member representative.

(4) To allow the Board and its agents reasonable access to all facilities of the Member and all
records, including but not limited to financial records, which related to the purposes of
ACCG-IRMA.

(5) Toallow attorneys appointed by ACCG-IRMA to represent the Member in investigation,
settlement discussions and all levels of litigation arising out of any claim made against a
Member within the scope of loss protection furnished by the Fund or Funds established
by ACCG-IRMA.

(6) To assist and cooperate in the defense and settlement of claims against a Member.

(7) To furnish full cooperation to ACCG-IRMA’s attorneys, claims adjusters, service
companies and any agent, employee, officer or independent contractor of ACCG-IRMA
relating to the purposes of ACCG-IRMA.

(8) To follow all loss reduction and prevention procedures established by ACCG-IRMA.

(9) To furnish ACCG-IRMA such budget, operating and underwriting information as may be
requested by the Board.

(10) To report as promptly as possible, and in accordance with any Coverage Descriptions
issued, all incidents which could result in ACCG-IRMA or any Fund established by
ACCG-IRMA being required to pay a claim or claims for loss or injuries to county
property or injuries to persons or property when such loss or injury is within the scope of
the protection of a Fund or Funds in which the Member participates.

Pursuant to Title 34, Chapter 9, Article 5 of the Official Code of Georgia Annotated, the
County became a member of the Association County Commissioners of Georgia-Group
Self Insurance Workers’ Compensation Fund. The liability of the Fund to the employees
of any employer is specifically limited to such obligations as are imposed by applicable
state laws against the employer for workers’ compensation and/or employer’s liability.
The Fund is to defend, in the name of and on behalf of the members, any suits or other
proceedings which may at any time be instituted against them on account of injuries or
death with the preview of the Workers” Compensation Law of Georgia, or on the basis of
employer’s liability, including suits or other proceedings alleging such injuries and
demanding compensation, therefore, although such suits, other proceedings, allegations or
demands be wholly groundless, false or fraudulent. 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.
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NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2005

NOTE 8 — RISK MANAGEMENT (Continued)

Dade County’s responsibilities as a member of the ACCG-GSIWCEF are as follows:

To pay all contributions, assessments or other sums due to ACCG-GSIWCEF at such
times and in such amounts as shall be established by the ACCG-GSIWCEF.

To select a person to serve as a contact person and safety representative.

To allow ACCG-GSIWCEF and its agents reasonable access to all facilities of the
County and all records, including, but not limited to financial records, which related
to the purposes of ACCG-GSIWCEF.

To allow attorneys appointed by ACCG-GSIWCF 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 prevention furnished by
ACCG-GSIWCEF.

To assist and cooperate in the defense and settlement of claims against the County.
To furnish full cooperation to ACCG-GSIWCEF attorneys, claims adjusters, Service
Company, and any agent, employee, officer or independent contractor of ACCG-

GSIWCEF relating to the purpose of ACCG-GSIWCEF.

To follow all loss reduction and prevention procedures established by ACCG-
GSIWCF.

To furnish to ACCG-GSIWCEF such remuneration and underwriting information as
may be requested.

To report as promptly as possible, all incidents which could result in ACCG-
GSIWCEF being required to pay workers’ compensation on behalf of the County.

NOTE 9- IMPOSITION OF SPECIAL LOCAL OPTION SALES TAX

The County passed a new special one percent (1%) retail sales and use tax on June 17, 2003,
to be collected within Dade County for the purpose of financing certain capital outlay
projects. A maximum cost of $12,275,000 for the projects are as follows: County sewer
projects - $1,000,000; City of Trenton - $2,000,000; fire equipment and hydrants - $875,000;
Sheriff’s department equipment - $360,000; Library - $540,000; Justice Building addition -
$2,000,000; County Courthouse renovations - $250,000; Recreational projects - $1,100,000;
County equipment purchases - $1,100,000; and County roads, streets and bridges -
$3,050,000. The tax began July 1, 2004, and is to remain in effect for twenty (20) calendar
quarters or until the $12,275,000 is exceeded, whichever occurs first.
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NOTE 10 — JOINT VENTURE

Under Georgia law, the County, in conjunction with other cities and counties in the ten county
northwest Georgia area, is a member of the Coosa Valley Regional Development Center
(RDC) and is required to pay annual dues thereto. During its year ended December 31, 2005,
the County paid $13,168 in such dues. Membership in a RDC is required by the Official
Code of Georgia Annotated (O.C.G.A.) Section 50-8-34 which provides for the organizational
structure of the RDC in Georgia. The RDC board membership includes the chief elected
official of each county and municipality in the area. O.C.G.A. 50-8-39.1 provides that
member governments are liable for any debts or obligations of a RDC. Separate financial
statements may be obtained from: Coosa Valley Regional Development Authority, P.O. Box
1793, Rome, GA 30162-1793.

NOTE 11 — OPERATING LEASE

The County leases a portion of its administration building to the State of Georgia’s
Department of Family and Children’s Services under a cancelable operating lease that expires
in 2016. In addition, a ratable portion of shared expenses, such as utilities, are billed to the
State by the County and included in the amounts reported as rental income to the County.

Future minimum rental revenue anticipated under this operating lease for the periods after
December 31, 2005, are as follows:

2006 $ 131,940
2007 131,940
2008 131,940
2009 131,940
2010 131,940
Thereafter 791.640

Total $1,451,340

Rental revenue received for the year ended December 31, 2005 was $131,940.

NOTE 12 - INTERFUND RECEIVABLES AND PAYABLES

During the course of normal operations, the County has numerous transactions between funds.
Generally, outstanding balances between funds reported as "due to/from other funds" include
outstanding charges by one fund to another for services or goods, or other miscellaneous
receivables/payables between funds. Interfund receivables/payables are transactions
reimbursing a fund for expenditures made for the benefit of another fund. Such transactions
are recorded as expenditures and an interfund payable in the receiving fund. Such
transactions are recorded as an interfund receivable in the disbursing fund. On the
governmental funds balance sheet, receivables and payables resulting from short-term
interfund loans are classified as "interfund loan receivables/payables." These amounts are
eliminated on the statement of net assets.
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Receivable Primary Government

General
General
General
General
General

Payable Primary Government

Tax Commissioner
Superior Court
Juvenile Court
Magistrate Court
Probate Court

Amount

$25,039
$50,977
$541
$6,637
$16,883
$100,077
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DADE COUNTY, GEORGIA
SCHEDULE OF PROPERTY TAX RATES
LAST FIVE YEARS

FOR EACH OF THE FIVE YEARS ENDED DECEMBER 31, 2005

Dade

County

State of Dade School

Tax Year Tax Status Georgia County Board  Total

2005 Unincorporated $ 25 $ 5.54 $13.00 $18.79
Incorporated 25 7.91 13.00 21.16
2004 Unincorporated 25 5.65 13.00 18.90
Incorporated 25 7.77 13.00 21.02
2003 Unincorporated 25 6.60 13.99 20.84
Incorporated 25 8.82 13.99 23.06
2002 Unincorporated 25 5.65 13.99 19.89
Incorporated 25 7.73 13.99 21.97
2001 Unincorporated 25 5.65 15.40 21.30

Incorporated 25 7.88 15.40 23.53



DADE COUNTY, GEORGIA

SCHEDULE OF OUTSTANDING BONDS

GENERAL LONG-TERM DEBT

DECEMBER 31, 2005

Bond:
Bond Date:
Total Issue:

Interest Rate:

Year Ending
December 31

2006
2007
2008
2009

General Obligation Sales Tax Bonds, Series 2003

December 16, 2003

$5,900,000

2.43%

Maturity Date

October 1, 2006
October 1, 2007
October 1, 2008
October 1, 2009

Note
Principal

$1,155,000
1,175,000
1,200,000
1,230,000

$4.760,000

Interest Due

April 1 and
October 1

$115,668
87,602
59,049
29.889

$292,208

Total
Annual
Cost

$1,270,668
1,262,602
1,259,049
1,259,889

$5,052,208
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DADE COUNTY, GEORGIA

SCHEDULE OF CAPITAL PROJECTS CONSTRUCTED WITH SPECIAL PURPOSE
LocAL OPTION SALES TAX

YEAR ENDED DECEMBER 31, 2005

2003 REFERENDUM

Project

Sheriff

Emergency-911

City of Trenton

Courthouse renovation

Justice building

Library

Recreation

Sanitation

Vehicle maintenance

County sewer

County roads, streets and
bridges

Public works

Fire equipment

Expenditures to be
reallocated

Total

Completion

100%

100
20
17
12

100
100

12
100

91
73

Original Prior Current
Estimated Year Year Total
Costs Expenditures Expenditures Expenditures Percentage
$ 360,000 $ 177,191 $182,809 $360,000
150,000 28,395 121,605 150,000
2,000,000 - 392,603 392,603
250,000 - 43,600 43,600
2,000,000 25,350 224,539 249,889
540,000 - - -
1,100,000 134,089 965,911 1,100,000
150,000 150,000 - 150,000
300,000 7,039 28,654 35,693
1,000,000 537,151 462,849 1,000,000
3,050,000 - - -
500,000 397,902 56,286 454,188
875,000 461,040 177,170 638,210
- - 186,149 186,149
$12,275,000 $1,918,157 $2,842,175 $4,760,332
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DADE COUNTY, GEORGIA

SCHEDULE OF EXPENDITURES OF FEDERAL AND STATE AWARDS

YEAR ENDED DECEMBER 31, 2005

Pass-Through
FEDERAL GRANTOR’S DISBURSEMENTS/
GRANTOR PROGRAM TITLE CFDANUMBER NUMBER EXPENDITURES
FEDERAL ASSISTANCE
U.S. Department of Transportation —

Passed-through Georgia Department of

Transportation Section 5311 Rural Public

Transportation Program 20.509 $68,841

U.S. Department of Agriculture —
Soil and Waste Conservation Grant 10.902 14,594
U.S. Federal Emergency Management Agency —
Passed-through Georgia Emergency Management
agency Emergency Services 83.516 FEMA-1554-DR-GA 166,148
U.S. Department of Justice —
Community Oriented Policing Services Grant 16.710 2004CKWX0400 235,919
Juvenile Accountability Incentive Block Grants 16.523 03B-ST-0001 9,612
04B-ST-0001
U.S. Department of the Interior
Land and Water Conservation Grant 15916 75,000
Total federal assistance $570,114
STATE ASSISTANCE
Georgia Department of Transportation —

Section 5311 Rural Public Transportation Program 4,950
Georgia Emergency Management Agency FEMA-1554-DR-GA 40,280
Emergency Services

Total state assistance 45.230
Total federal and state assistance $615,344
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HENDERSON HUTCHERSON
McCULLOUGH, PLLC

Certified Public Accountants

INDEPENDENT AUDITORS> REPORT ON STATE OF GEORGIA
GRANT CERTIFICATION FORMS

To the Board of Commissioners
Dade County, Georgia
Trenton, Georgia

We have examined management’s assertion included in the accompanying State of Georgia Grant
Certification Forms about Dade County, Georgia’s compliance during the fiscal year ended December
31, 2005, with requirements to use grant proceeds solely for the purpose for which the grant was made
for the following grant awards:

Georgia Department of Transportation-Section 5311 Rural Public Transportation Program
Georgia Emergency Management Agency-Emergency Services Grant

Management is responsible for Dade County, Georgia’s compliance with this requirement. Our
responsibility is to express an opinion on management’s assertion about Dade County, Georgia’s
compliance based on our examination.

Our examination was made in accordance with standards established by the American Institute of
Certified Public Accountants and, accordingly, included examining, on a test basis, evidence about
Dade County, Georgia’s compliance with this requirement and performing such other procedure as we
considered necessary in the circumstances. We believe that our examination provides a reasonable
basis for our opinion. Our examination does not provide a legal determination on Dade County,
Georgia’s compliance with the specified requirement.

In our opinion, management’s assertion that Dade County, Georgia complied with the aforementioned
requirement for the fiscal year ended December 31, 2005, is fairly stated, in all material respects.

Chattanooga, Tennessee
June 15, 2006
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STATE OF GEORGIA GRANT CERTIFICATION FORM

A | Local Government Dade County, Georgia
B | Information for Year Ended December 31, 2005
C | State Awarding Agency Department of Transportation
D | Grant Identification Number N/A
E | Grant Title Section 5311 Rural Public Transportation Program
F | Grant Award Date May 9, 2005
G | Grant Amount $ 4,950
Balance-Prior year (Cash
H | or Accrued or Deferred $ 0
Revenue)
Grant Receipts or Revenue
I $ 4,950
Recognized
Grant Disbursements or
J $ 4,950
Expenditures
Balance — Current Year (Cash)
K | or Accrued or Deferred Revenue) $ -

Line H+ Line I - Line J)

Certification of Local Government Officials

I have reviewed the information presented above and certify that it is accurate and correct. I further
certify that the proceeds of the grant award identified above were used solely for the express purpose
or purposes for which the grant was made. [understand that failure to comply with the provisions of
the law applicable to this grant award shall result in a forfeiture of such grant and the return to the state
of any such grant funds received.

Signature of Chief Elected Official Date

Signature of Chief Financial Officer Date
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STATE OF GEORGIA GRANT CERTIFICATION FORM

A | Local Government Dade County, Georgia
B | Information for Year Ended December 31, 2005
C | State Awarding Agency Georgia-Emergency Management Agency
D | Grant Identification Number FEMA-1554-DR-GA
E | Grant Title Emergency Services Grant
F | Grant Award Date 2005
G | Grant Amount $ 40,280
Balance-Prior year (Cash
H | or Accrued or Deferred $ 0
Revenue)
Grant Receipts or Revenue
I $ 40,280
Recognized
Grant Disbursements or
J $ 40,280
Expenditures
Balance — Current Year (Cash)
K | or Accrued or Deferred Revenue) $ -

Line H+ Line I - Line J)

Certification of Local Government Officials

I have reviewed the information presented above and certify that it is accurate and correct. I further
certify that the proceeds of the grant award identified above were used solely for the express purpose
or purposes for which the grant was made. Iunderstand that failure to comply with the provisions of
the law applicable to this grant award shall result in a forfeiture of such grant and the retum to the state
of any such grant funds received.

Signature of Chief Elected Official Date

Signature of Chief Financial Officer Date
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HENDERSON HUTCHERSON
McCULLOUGH, PLLC

Certified Public Accountants

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
Dade County, Georgia
Trenton, Georgia

We have audited the accompanying financial statements of the governmental activities, each major
fund and the aggregate remaining fund information of Dade County, Georgia, as of and for the year
ended December 31, 2005, which collectively comprise Dade County, Georgia’s basic financial
statements, and have issued our report thereon dated June 15, 2006. We did not audit the financial
statements of the Dade County Health Department (a component unit) whose statements reflect total
assets of $307,314 and total net assets of $287,733 as of June 30, 2005, and total revenues of
$441,506 for the year then ended. Those financial statements were audited by other auditors whose
report thereon has been furnished to us, and our opinion, insofar as it relates to the amounts included
in Dade County Health Department, is based on the report of 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 Auditing Standards, issued by the
Comptroller General of the United States.

PRIMARY GOVERNMENT — DADE COUNTY, GEORGIA
Internal Control Over Financial Reporting

In planning and performing our audit, we considered Dade County, Georgia’s internal control over
financial reporting in order to determine our auditing procedures for the purpose of expressing our
opinions on the financial statements and not to provide an opinion on the internal control over
financial reporting. However, we noted certain matters involving the internal control over financial
reporting and its operations that we consider to be reportable conditions. Reportable conditions
involve matters coming to our attention relating to significant deficiencies in the design or operation of
the internal control over financial reporting that, in our judgment, could adversely affect Dade County,
Georgia’s ability to initiate, record, process, and report financial data consistent with the assertions of
management in the financial statements. Reportable conditions are described in the accompanying
schedule of findings as items 05.1 — 05.5.
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A material weakness is a reportable condition in which the design or operation of one or more of the
internal control components does not reduce to a relatively low level the risk that misstatements caused
by error or fraud in amounts that would be material in relation to the financial statements being audited
may occur and not be detected within a timely period by employees in the normal course of
performing their assigned functions. Our consideration of the internal control over financial reporting
would not necessarily disclose all matters in the internal control that might be reportable conditions
and, accordingly, would not necessarily disclose all reportable conditions that are also considered to be
material weaknesses. We consider item 05.1 — 05.5 to be material weaknesses.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether Dade County, Georgia’s financial statements
are free of material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, contracts and grant agreements, noncompliance with which could have a direct and
material effect on the determination of financial statement amounts. However, providing an opinion
on compliance with those provisions was not an objective of our audit, and accordingly, we do not
express such an opinion. The results of our tests disclosed instances of noncompliance or other
matters that are required to be reported under Government Auditing Standards and which are
described in the accompanying schedule of findings and questioned costs as items 05.1 — 05.5.

COMPONENT UNIT — THE DADE COUNTY HEALTH DEPARTMENT
Internal Control Over Financial Reporting

The report issued by other auditors did not disclose any matters involving the internal control over
financial reporting and its operations that were considered to be material weaknesses.

Compliance and Other Matters

The report issued by other auditors disclosed no instances of noncompliance that are required to be
reported under Government Auditing Standards.

This report is intended solely for the information and use of the Board of Commissioners and

management, federal awarding agencies, the State of Georgia and pass-through entities and is not
intended to be and should not be used by anyone other than these specified parties.

Chattanooga, Tennessee
June 15, 2006

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

To the Board of Commissioners
Dade County, Georgia
Trenton, Georgia

We have audited the compliance of Dade County, Georgia with the types of compliance requirements
described in the U.S. Office of Management and Budget (OMB) Circular A-133 Compliance
Supplement that are applicable to each of its major federal programs for the year ended December 31,
2005. Dade County, Georgia’s major federal programs are identified in the summary of auditor’s
results section of the accompanying schedule of findings and questioned costs. Compliance with the
requirements of laws, regulations, contracts, and grants applicable to each of it’s major federal
programs is the responsibility of Dade County, Georgia’s management. Our responsibility is to
express an opinion on Dade County, Georgia’s compliance based on our audit.

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

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

31, 2005.

Internal Control Over Compliance

The management of Dade County, Georgia, is responsible for establishing and maintaining effective
internal control over compliance with requirements of laws, regulations, contracts, and grants
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applicable to federal programs. In planning and performing our audit, we considered Dade County,
Georgia’s internal control over compliance with requirements that could have a direct and material
effect on a major federal program in order to determine our auditing procedures for the purpose of
expressing our opinion on compliance and to test and report on the internal control over compliance in
accordance with OMB Circular A-133.

We noted a certain matter involving the internal control over compliance and its operation that we
consider to be a reportable condition. Reportable conditions involve matters coming to our attention
relating to significant deficiencies in the design or operation of the internal control over compliance
that, in our judgment, could adversely affect Dade County, Georgia’s ability to administer a major
federal program in accordance with the applicable requirements of laws, regulations, contracts, and
grants. A reportable condition is described in the accompanying schedule of findings and questioned
costs as item 05.6.

A material weakness is a reportable condition in which the design or operation of one or more of the
internal control components does not reduce to a relatively low level the risk that noncompliance with
applicable requirements of laws, regulations, contracts, and grants caused by error or fraud that would
be material in relation to a major federal program being audited may occur and not be detected within
a timely period by employees in the normal course of performing their assigned functions. Our
consideration of the internal control over compliance would not necessarily disclose all matters in the
internal control that might be material weaknesses. However, of the reportable conditions described
above, we consider item 05.6 to be a material weakness.

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

Dade County, Georgia
June 15, 2006
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DADE COUNTY, GEORGIA

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

YEAR ENDED DECEMBER 31, 2005

SECTION I — SUMMARY OF AUDITORS’ RESULTS

Financial Statements

Dollar threshold to distinguish between Type A
and Type B programs:

Auditee qualified as low-risk auditee?

Type of auditors’ report issued: Unqualified
Internal control over financial reporting:
Material weakness identified? Yes
Reportable conditions identified that are not considered
to be a material weakness? No
Noncompliance material to financial statements noted? Yes
Federal Awards
Internal control over major programs:
Material weaknesses identified? Yes
Reportable conditions identified that are not
considered to be material weaknesses? Yes
Type of auditor’s report issued on compliance
for major programs: Unqualified
Any audit findings disclosed that are required to
be reported in accordance with Section 510(a)
of Circular A-133?
Yes
Identification of major programs:
CFDA Number Name of Federal Program or Cluster
16.710 U.S. Department of Justice:
Community Oriented Policy
Services Grant
83.516 Federal Emergency Management

Agency: Disaster Assistance

$300,000

No
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DADE COUNTY, GEORGIA

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

YEAR ENDED DECEMBER 31, 2005

SECTION II — FINANCIAL STATEMENT FINDINGS

05.1

05.2

Condition: There is inadequate control over financial transactions because duties for
collecting, disbursing and recording funds are not exclusively segregated. Each department of
the County has responsibility for collections of fees and taxes and requires employees to
perform this duty as well as several others.

Criteria: The County is required to maintain an adequate system of internal controls to prevent
errors from going undetected for an extended time and to safeguard assets of the County.

Cause: Due to the size of the County, there are only a limited number of employees in the
main office and in several of the Court Clerks’ offices, there is inadequate control over
financial transactions because duties for collecting, disbursing and recording funds are not
exclusively segregated.

Effect: Lack of proper segregation of duties allows for errors, both unintentional and
deliberate, to go undetected by management for an extended time and reduces the safeguards
over assets.

Recommendation: We recommend that duties related to custody and recording of assets in the
main office be separated as much as possible in order to enhance internal controls.

Management’s response: We agree with the auditors’ findings related to the segregation of
duties at the main office. We are currently reviewing assigned duties and will segregate duties
to the extent possible

Management will continue to monitor the activities and procedures of the staff in the Court
Clerk’s offices in an effort to minimize the risk associated with the insufficient segregation of
duties. We have no plans to add staff for the current year.

Condition: The general ledger was not in balance and schedules of cash, accounts receivable,
and accounts payable did not agree to the general ledger. Prior year adjusting journal entries
had not been posted.

Criteria: The County is required to maintain an adequate set of financial records.

Cause: There was considerable turnover of personnel in the main office.

Effect: It was necessary to propose a number of journal entries to correct account coding and
properly reflect County transactions. As a result, monthly reports may have been incomplete

or inaccurate. Budgeting and forecasts based on this data may have been imcomplete or
inaccurate.
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DADE COUNTY, GEORGIA

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

YEAR ENDED DECEMBER 31, 2005

SECTION II — FINANCIAL STATEMENT FINDINGS (Continued)

05.3

05.4

Recommendation: We recommend that the County hire an accountant to be responsible for all
of the day-to-day accounting, including supervising accounting clerical personnel, preparing
monthly financial statements, analyzing and investigating variances between budget and
actual, and reconciling of accounts on a monthly basis. In order to make the financial
statements as meaningful as possible, the County should reconcile the general ledger accounts
for cash, accounts receivable, and accounts payable.

Management Response: We agree with the auditors’ findings related to the need for
accountant. We are currently seeking applicants.

Condition: The general ledger was not in balance
Criteria: The County is required to maintain an adequate set of financial records.

Cause: The computer software used to perform the general ledger accounting activity is
highly complex and feature rich.

Effect: It was necessary to contact the software vendor to correct the processing issues with
the general ledger. As a result, year-end reports reflected incorrect account balances.

Recommendation: We recommend that the County explore alternative software packages,
considering the available reports and modules and ease of use.

Management Response: We concur with the auditor’s findings and are currently evaluating
alternative accounting packages. We have given our current software vendor 90 days to work
to correct usability issues that have caused an unacceptable error rate since the software was
acquired years ago. If these issues cannot be addressed we will pursue acquisition of a more
user-friendly system.

Condition: There is inadequate documentation of the approval process for paid invoices
including matching the purchase order to the invoice and noting how the invoices were
recorded into the accounts.

Criteria: The County is required to maintain an adequate system of internal controls to allow
for the proper recording of transactions.

Cause: The County does not have a formalized system for approval of invoices for payment
and does not have a formalized system for noting how paid invoices have been recorded in
the books and records.
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DADE COUNTY, GEORGIA

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

YEAR ENDED DECEMBER 31, 2005

SECTION IT — FINANCIAL STATEMENT FINDINGS (Continued)

05.5

Effect: Lack of a formalized system for approval of invoices results in duplicate payments of
invoices as well as payment for unauthorized purchases. Failure to formally note how
invoices have been recorded into the accounts results in a lack of audit evidence to trace
transactions through the records of the County.

Recommendation: We recommend the implementation of a more formalized system for
processing invoices to be paid and entered into the records of the County.

Management Response: We concur with the auditor’s findings. We took steps in 2005 to
implement a policy that should remedy this situation and require all purchase orders be
approved by the ordering department and having all invoices matched with the purchase order
issued for the item(s). All invoices must then be approved by the department head or
constitutional officer before payment is made to the vendor. We believe this will remedy this
issue. We will continue to constantly monitor this issue.

Condition: Cash is received at locations at the Park, Maintenance Barn and Transfer Station.
These funds are not always remitted to the main office for deposit to the bank account.

Criteria: The County is required to maintain records of all transactions.
Cause: Personnel are allowed to use these funds to purchase items for their department.

Effect: Revenue can be understated and expenses over-stated. This also creates an
environment where funds can be misappropriated without being detected.

Recommendation: All collections should be deposited intact. All requests for expenditures
should be submitted for approval and paid for through the established system for accounts
payable.

Management Response: We concur with the auditor’s findings. We’ve taken steps to correct
this issue. The concern has been addressed by a change in financial policies and changes in
personnel in the departments affected.

SECTION III — FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

05.6  Condition: The general ledger did not record grant funds received as grant revenues. Many

times grant funds received were recorded as offsets to expense accounts; therefore, it was
difficult to identify grant revenue.

Criteria: The County is required to maintain an adequate set of financial records regarding
grants.
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DADE COUNTY, GEORGIA

SCHEDULE OF PRIOR YEAR FINDINGS

YEAR ENDED DECEMBER 31, 2005

FINDING 04.1 FROM DECEMBER 31, 2004

Condition: There is inadequate control over financial transactions because duties for
collecting, disbursing and recording funds are not exclusively segregated.

Current status: Management is aware of this deficiency in their internal controls and has
plans to alter it for the current year.
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