






































































Northwest Georgia Regional Commission
Notes to Financial Statements
June 30, 2011

NOTE A. SUMMARY OF SIGNiFICANT ACCOUNTING POLICIES (Continued)

2, Measurement Focus and Basis ofPresentation (‘Continued,)

financial management by segregating transactions related to certain government
functions or activities.

Revenues of the governmental funds susceptible to accrual are dues from member
counties and municipal governments, earned portion of grant contracts and interest on
invested funds.

The Commission uses funds to report on its financial position and the results of its
operations, Fund accounting is designed to demonstrate legal compliance and to aid
financial management by segregating transactions related to certain government
functions or activities.

A fund is a separate accounting entity with a self-balancing set of accounts.

Funds are classified into three basic types: governmental, proprietary and fiduciary.
Each type, in turn, is divided into separate “funds”.

Recognized costs of grant contracts are used as the basis of recorded revenues from
the grantor, Accounts receivable will reflect amounts earned which are undrawn, and
deferred revenues will show balances of advance contract and interest on invested
funds.

Governmental Funds — The Commission reports the following governmental fund
types:

General Fund — The general fund accounts for all financial resources except those
required to be accounted for in other funds. The General Fund’s fund balance is
available for purposes approved by the board of directors and allowable under
Georgia law.

Special Revenue Funds — The special revenue funds account for the proceeds of
specific revenue sources that are legally restricted to expenditures for specified
pu1.poses.

Fiduciary Funds — The fiduciary fund accounts for the assets held on behalf of
outside parties, including other governments. The Commission’s pension trust fund
is accounted for as a fiduciary fund.

The General Fund and Special Revenue Funds arc reported as major governmental
funds for the Commission
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Northwest Georgia Regional Commission
Notes to Financial Statements
June 30, 2011

NOTE A. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

3. Measurement Focus and Basis ofPresentation (Continued)

Governmental Funds (Continued)

Special Revenue Funds (Continued)

The following are the Commission’s major special revenue funds and their
revenue is reported as program revenue on the statement of activities:

Aging Fund The aging fund is used to account for the grant activity from the
Department of Human Resources for the Area Agency on Aging.

Workforce Fund — The workforce fund is used to account for the grant activity
from the Department of Labor.

Planning Fund The planning fund is used to account for the grant activity
from various sources related to regional planning and development.

The Commission does not have any non-major special revenue funds to
report.

Proprietary Funds — The following are the Commission’s proprietary funds:

Internal Service Fund — The internal service fund is used to account for pooled costs
which are allocated to various grants and contracts as determined by the
Commission’s cost allocation plan,

The Commission reports the following major enterprise fund:

Revolving Loan Fund — The revolving loan fund is used to account for funds granted
to the Commission and then loaned out to entities that meet federal requirements.
The Commission

The statements for the internal service fund and the revolving loan fund are presented
in the fund financial statements section. The Internal Service Fund is considered a
“governmental activity” for purposes of the government-wide financial statements
presented on pages 23-24.

The Proprietary Fund Type statements are prepared on the accrual basis of
accounting. Revenues are recognized when they have been earned and are
measurable; expenses are recognized when they are incurred, if measurable.
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Northwest Georgia Regional Commission
Notes to Financial Statements
June 30,201]

NOTE A. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

3. Budgets

OCGA Section 50-8-34 paragraph (g) provides for the Board of directors to adopt an
annual budget and work program for the Commission. Budgets are adopted for the
general fund and all special revenue fund types, These budgets are adopted on a basis
consistent with generally accepted governmental accounting principles. The “legal
level of control” (the level at which expenditures may not legally exceed
appropriations) is at the department level.

4. Encumbrances

Encumbrance accounting — under which purchase orders, contract and other
commitments for the expenditure of resources are recorded to reserve that portion of
the applicable appropriation is not utilized by the Commission.

5. Cash

Cash shown on the balance sheet includes amounts in demand deposits as well as
short-term savings investments with a maturity date within three months of the date
of purchase by the Commission.

6. Prepaid Expenses

Payments made to vendors for services that will benefit subsequent periods are
recorded as prepaid items.

7. Capital Assets

Capital assets, which include equipment, are reported in the applicable governmental
activities column in the government-wide financial statements. Capital assets are
defined by the Commission as assets with an initial, individual cost of more than
$1,000 and an estimated useful life in excess of one year. Such assets are recorded at
historical cost and depreciated using the straight-line method of depreciation over the
estimated useful lives of the assets. Equipment lives range from 5-7 years.

All purchased or constructed property and equipment is valued at cost where
historical records are available and at an estimated historical cost where no historical
records exist.

Donated property is valued at the estimated fair market value on the date each asset
was acquired.
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Northwest Georgia Regional Commission
Notes to Financial Statements
June 30, 2011

NOTE A. SUMMARY OF SiGNIFICANT ACCOUNTING POLICIES (cnin4J

7. Capilal Assets ontinued,)

Capital assets purchased with resources provided by the Georgia Department of
Human Resources have not been recorded in these financial statements,

8. Comjenscited Absences and Employee Benefits

The Commission provides the following compensated absences and employee
benefits:

Vacation Leave

Regular employees are awarded 10 to 24 days per year of vacation leave and may

accumulate up to 30 days. Upon termination of employment, employees are allowed
to be reimbursed for accumulated vacation leave up to a maximum of 30 days.

Accumulated leave for which employees could be reimbursed based on salary rates at

June 30, 2011 amounted to $1 89,412.

Amounts vested or accumulated vacation leave that are not expected to be liquidated

with current financial resources are reported in the Long-term Debt Section of the

financial statements for both governmental and proprietary fund types.

Sick Leave

Employees are awarded 12 days per year of sick leave and may accumulate up to 90

days. The cost of sick leave is recognized as the employee takes it.

In accordance with the provisions of Statement of Financial Accounting Standards

No. 43 “Accounting for Compensated Absences”, no liability is recorded for non-

vested accumulating rights to sick pay benefits.

Employees are awarded 12 days per year as holidays. The cost of holiday leave is

recorded when it is taken by the employee.

Insurance

The Commission maintains a contributory group health insurance plan as well as

workers compensation coverage for all employees. Group insurance and workers

compensation insurance costs for the year ended June 30, 2011 were $335,516.
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Northwest Georgia Regional Commission
Notes to Financial Statements
June 30, 2011

NOTE A. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIESjcontinued)

8. compensated Absences and Employee Benefits (Continued)

ll Taxes

The Commission, acting as a local government entity, is a participant in the State of
Georgia Employees’ Retirement System, which administers PICA and Medicare taxes
for local governments of Georgia. However, payroll tax payments are made to the
Internal Revenue Service in accordance with IRS regulations. Payroll taxes paid by
the Center were $214,521 for the year ended June 30, 2011.

Retirement benefits

The Commission contributes to the Georgia Municipal Employees Benefit System, a
multiple employer public employee retirement system, for covered employees. See
Note H for a further description of this plan.

9. Long-Term Obligations

The long-term liabilities for vacation leave have been recorded in the fund in which
they will be expended.

10. FundEquity

Fund balances of governmental funds are segregated between amounts invested in
non-cash assets, amounts designated for specific use in subsequent periods and
uridesignated remaining balances. As of June 30, 2011, there were no material
amounts designated for specific uses in subsequent periods.

Ii. Inierfund Tunsactions

Quasi-external transactions are accounted for as revenues, expenditures or expenses.
Transactions thai constitute reimbursements to a fund for expenditures initially made
and are properly applicable to another fund, are recorded as expenditures in the
reimbursing fund and as reductions of expenditures in the fund that is reimbursed.

All other interfund transactions, except quasi-external transactions and
reimbursements, are reported as transfers. Nonrecurring or non-routine permanent
transfers of equity are reported as residual equity transfers. All other interfund
transfers of equity are reported as operating transfers.

Receipts and/or payments to or from other governmental units not included in the
reporting entity of the Commission are not reported as transfers. They are classified
according to the ppose for which the receipt or payment has been made,
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Northwcst Georgia Regional Corn mission
Notes to Financial Statements
Junc 30, 2011

NOTE A. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continuedj

12. Direct Costs/Indirect Costs

Costs that can be identified specifically with a particular cost objective are considered
direct costs and are charged directly to the applicable grant or contract. Costs that are
incurred for a common or joint purpose benefiting more than one cost objective or are
not really assignable to the cost objectives specifically benefited, without effort
disproportionate to the results achieved, are considered indirect costs. Indirect costs
include fringe benefit allocation. These indirect costs are recorded in the internal
service fund by the Commission’s accounting system and allocated to elements of the
special revenue funds and general fund based upon a calculated indirect cost rate.
The Commission’s calculated indirect cost rate is based upon prior cost experience,
documented by a cost allocation plan, and is prepared annually in accordance with the
provisions of the U.S. Office of Management and Budget Circular A-87. At the end
of each month during the year, actual indirect cost and the fringe benefit rate is
determined,

Indirect costs recovered as reimbursable costs in accordance with 0MB Circular A-
87 are transferred to the internal service fund and recognized as an “other financing
source”.

When an expense is incurred for which both restricted and unrestricted net assets arc
available, restricted funds are utilized to the extent available, subject to applicable
rules and regulations. If there is any remaining balance, unrestricted funds are then
utilized to the extent available.

13. Comparative Data

Comparative totals for the prior year have not been presented in the accompanying
statement of financial position and operations.

14. Use of Estimates

The preparation of financial statements in conformity with generally accepted
accounting principles requires management to make estimates and assumptions that
affect the reported amounts of assets and liabilities at the date of the financial
statements and the reported amount of revenue and expenses during the reported
period. Actual results could differ from those estimates.
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Northwest Georgia Regional Commission
Notes to Financial Statements
June 30, 2011

NOTE A. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

15. Operating Revenues aHd Expenses

Operating revenues are those revenues that are generated directly from the primary
activity of the proprietary funds. For the Organization, theses revenues are charges
for administrative services. Operating expenses are necessary costs incurred to
provide the good or service that are the primary activity of each program.

NOTE B. CASH AND INVESTMENTS

At June 30, 2011, the carrying amount of the Commission’s deposits was $ 1,128,630 Irid the
bank balance was $1,539,832. Of the bank balance, $250,000 was covered by FDC
depository insurance. Cash is comprised as follows:

Special Internal Revolving
General Revenue Service Loan

Fund Fund Fund — Fund Total

Checking Accounts $ 153,375 S - $ 3,301 $ 786,998 $ 943674
AAA Checking Accounts - 7,807 - - 7,807
Planning Checking Accounts - 145,063 - - 145,063
WIA Checking Accounts - 32,086 - - 32,086

$ 153,375 S 184,956 $ 3,301 5 786,998 $ 1,128,630

Custodial credit risk is the risk that in the event of a bank failure, the Commission’s deposits
may not be returned to it. The Commission does not have a deposit policy for custodial risk.
As of June 30, 2011, $371,348 of the Commission’s bank balance was exposed to credit risk.

T’he Commission has not adopted a formal investment policy. Currently, the Commission
does not hold any investments, and therefore, is not exposed to any credit risk related to
investments,
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Northwest Georgia Regional Commission
Notes to Financial Statements
June 30, 2011

NOTE C. RECEIVABLES

Amounts due from local governments include local participation amounts assessed and
unpaid by member cities and counties.

Federal grants receivable includes amounts earned on approved federal grant contracts,
including federal grants which may be passed through state agencies.

State grants receivable include amounts earned on grant contracts which do not contain
federal fund participation.

Other receivables include any other amounts due from debtors.

NOTE D. CONTLNGENT LIABILITIES

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

The amounts received, if any, of expenditures which may be disallowed by the grantor
cannot be determined at this time although the Commission’s management expects such
amounts, if any, to be immaterial.
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Northwest Georgia Regional Cornniissioii
Notes to Financial Statements
June 30, 2011

NOTE E, CAPITAL ASSETS

The following is a summary of changes in capital assets:

Beginning Ending
Balance Increases Decreases Balance

Governmental Activities:
Capital assets not being depreciated

Land $ 23,4137 $ - $ - 23,413

Total capital assets not being depreciated 23,413
- 23,413

Capital assets being depreciated
Buildings and improvements 472,893 -

- 472,893
Lquipment 1,138,951 18,869

- 1,157,820
Vehicles

— 40,732
- 40,732

Total capital assets being depreciated 1,652,576 18,869
- 1,671,445

Less accumulated depreciation for:
Buildings and improvements (439,351) (8,020)

- (447,371
Equipment (1,039,466) (21,868)

- (1,061,334
Vehicles (40,73

_____

(40,732

Total accumulated depreciation (1,5 19,549) (29,888) (1 i?4L

Total capital assets being depreciated, net 133,0271’ (11,019) 122,008

Government activities capital assets> net $ 156,440 / $ (11,019) $ - $ 145,42]’

Depreciation expense was charged to functions/programs of the primary government as
follows:

Governmental activities:

General government $ 400
Planning services 1,891
Workforce services 15,249
Internal service I 2,348

$ 29,888 /
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Northwest Georgia Regional Commission
Notes to Financial Statements
June 30. 20 I

NOTE F. INTERFUND BALANCES A1D TRANSFERS

Interfund balances at June 30, 2011 consisted of the following amounts and represent charges
for services or reimbursable expenses. These remaining balances resulted from the time lag
between the dates that (1) interfund goods or services are provided or reimbursable
expenditures occur, (2) transactions are recorded in the accounting period, and (3) payments
between funds are made. The Organization expects to repay all interfund balances within
one year.

Internal Service Fund

rotl

Payable from:

General Aging Planning WIA

Fund Fwd Fund Fund Fund Total

$ 40,577 $ - S 1,123,357 S 1,163,934 /

l,075,47 /599.431 140,499 335487

$ ,S 599,43l.’ $ 181,076/ $ 335,487 ‘ $1,123,357 “ S 2,239,351

Transfers arc used to report revenues from the fund that statute or budget requires to collect
them to the fund that statute or budget requires to expend them and unrestricted revenues
collected in the general fund to finance various programs accounted for in other funds in
accordance with budgetary authorizations.

All Organization transfers occur on a regular basis or are consistent with the purjose of the
fund making the transfer.

Transfers to:

(]cneral Fund

Special Revenue Funds

Aging Fund

Planning Fund

I iitcrnal Service Fund

rota I

Transfers from:

Internal

General Aging Planning WI A Service

Fund Fund Fund Fund Fund lotal

S - S - S - S - $ - $ -

81,287 - - -
- 8I,287’

457,506 - - - - 457,506 /

$ 538,793 / S - $ - S - $ - $ 538,793

Payable tO

General Fund

WIA Fund

S - $

Internal

Service
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Northwest Georgia Regional Commission
Notes to Financial Statements
June 30, 2011

NOTE G. RELATED PARTY TRANSACTIONS

Because of the unique nature of its administrative duties, the Commission had business
relationships and transactions with companies that could he construed as related parties. The
Commission administers the spending of the Workforce Investment Act (WIA) grant funds
by contracting with various educational institutions as well as private companies in the 15
county region comprising its WIA membership. These contracts are awarded by the
Workforce Investment Board (the “WIB”), and subsequently approved by the Center’s board
of directors, These awards are made generally upon the recommendation of WIA personnel
employed by the Center. The members of the WIB are appointed by the council of elected
officials, which is comprised of various senior elected local government officials in the 15
county regions. Six of the 37 WIB members are also owners or employees of subcontractors
of the Commission in the utilization of W1A funds. During the year ended June 30, 2011,
contracts between the Commission and subcontractors whose owners or employees are on the
WIB totaled $743,764. The WIB board members abstain from voting on contracts that may
result in a conflict of interest.

NOTE H. RETIREMENT BENEFITS

The Commission contributes to the Georgia Municipal Employees Benefit System
(“GMEBS”), a multi-employer public employee retirement system that acts as a common
investment and administrative agent for municipalities in Georgia. The plan is an agent
multiple-employer defined benefit plan. The Commission’s payroll for employees covered
by OMEBS is as follows:

Covered
Year End PayroH

June 30, 2011 $ 2,748,020
June 30, 2010 2,464,793
June 30, 2009 2,112,918

The Commission’s total payroll was $2,748,020 for the year ended June 30, 2011. Certain
required information is presented herein. For additional information about GMEBS including
separately issued financial statements, contact GMEBS, 201 Pryor Street, SW., Atlanta,
Georgia 30303.

All full-time Commission employees who work at least 30 hours/week can enter the system
after one year of service. Benefits vest after five years of service, Commission employees
who retire at oi after age 65 with 5 years of credited service are entitled to an annual
retirement benefit, payable monthly for life, in an amount (ranging from $4,944 for
employees horn in 1 903 or
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Northwest Georgia Regional Coiumission
Notes to Financial Statements
June 30, 2011

NOTE H. RETIREMENT BENEFITS (Continued)

earlier to $7,800 for employees born in 1941 or later) multiplied by the number of credited
service years, plus one and three fourths percent of the number of credited service years.
Final average earnings are defined as the employee’s highest five consecutive earning years
prior to rctircment date, The GMEBS plan permits early retirement for employees who have
reached the age of fifty-five and have completed ten years of credited service. The GMEBS
plan also provides for disability retirement calculated in the same manner as the normal
retirement, with no actuarial reduction for age imposed and in no event will the disability be
less than sixty-five percent of the retiree’s average monthly earnings, when coordinated with
workman’s compensation and social security for the twelve calendar month period
immediately preceding the disability termination.

The benefit provisions and all other requirements are established pursuant to the authority
vested in the commission by Georgia Law 1965, pp. 421 et. Seq., amended,

The Commission’s pension plan with GMEBS is a non-contributory plan. The Commission
contributes the minimum contributory amount each year out of current operations. For the
year ended June 30, 2011, the Commission made contributions in the amount of $312,683
(7.9% of payroll).

The table below sets forth required supplementary information to be disclosed in the
schedule of funding progress. The items presented are based on the July 1, 2011, 2010 and
2009 actuarial valuations.

2011 2010 2009

Actuarial value of assets $ 5,343,440 4,935,649 $ 3,888,486
Actuarial accrued liability 5,766,007 5,324,164 5,242,773
Funded ratio 92.7% 92.7% 74.1 7%
Total unfunded actuarial liability (funding excess) 422,567 388,515 1,354,287
Annual covered payroll 2,748,020 2,464,793 2,112,918
Ratio of unfunded (excess) to annual covered payi’oII 15.4% 15.8% 64. 1%

The participant data and the added values used in the actuarial valuations as of July 1, 2011,
2010 arid 2009 were compiled as of January 1,2012, January 1,2011 and May 1,2010,
respectively.

The actuarial method used to determine the actuarial value of assets includes rolling forward
the prior year’s actuarial value with contributions, disbursements, and expected return on
investments, plus 10 % of gains (losses) during the 10 prior years.

The significant actuarial assumptions used to compute the actuarial accrued liability and the
annual recommended contribution of the plan meet the Actuarial Standard of Practice No. 4.,

43



Northwest Georgia Regional Commission
Notes to Financial Statements
June 30, 2011

NOTE H. RETIREMENT BENEFITS (Continued)

“Measuring Pension Obligations”, establishing general iy accepted actuarial principles and
practices.

The projection of benefits for financial reporting purposes does not explicitly incorporate the
potential effects of legal or contractual funding limitations, if applicable.

The significant actuarial assumptions used in the current valuation are:

interest rate 8.0% per year
- annual ratcs of increase in:

o salaries 5.5% per year
o future social security wage bases 5.5% per year
o cost of living adjustment Not applicable

Actuarial assumptions also include an expected inflation of 5 percent per year compounded
annually.

The eflBct on the actuarial liability of any current year changes in actuarial assumptions or
benefit provisions is:

The plan provisions valued are the same as those used in the preceding valuation. The
actuarial assumptions have been changed since the preceding year and the effect can
be obtained from GMEBS.

Three-Year Trend Information:

APC
Yeadip_ Costs (APC) Contributed Obi igati on

June3O,2009 184,358 100% -

June3O.2010 182,991 100% -

June 30, 2011 188,481 100% -

The funding policy for the plan is to contribute an amount equal to the recommended
contribution in each year. The recommended contribution meets the guidelines for
calculating an annual required contribution set forth in Paragraphs 9-10 of Statement No. 27
of the Government Accounting Standards Board. These contributions are determined under
the projected unit credit actuarial cost method. The period, and related method, for
amortizing the initial unfunded actuarial accrued liability is the following:
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Northwest Georgia Regional Commission
Notes to Financial Statements
June 30,2011

NOTE I-I. RETIREMENT BENEFITS (Continu)

Amortization Related
Period Method

Gains and losses 15 years Level dollar amount
Plan provisions 20 years Level dollar amount
Actuarial assumptions 30 years Level dollar amount

These amortization periods, if applicable, are open for this plan year.

401(k) Pension Plan

The Northwest Georgia Regional Commission maintains a 40 1(k) Pension Plan for the
benefit of its employees. The Plan was established by resolution of the Board of Directors
effective November 1, 1984, and the Plan received a favorable determination from the
Internal Revenue Service, establishing it as a plan qualified under the applicable Internal
Revenue Code provisions and regulations. The Plan is sponsored by the Lincoln Financial
Group and is administered by the Cannon Financial Strategists.

The Plan does not provide for employer matching funds. All contributions are made by the
employee and are fully vested at the time of contribution. The Plan year is January 1 to
December 31. All regular employees are eligible to participate in the Plan beginning with
their beginning date of employment with no age or service length requirements.

N on-Contributory Defined Contribution Pension Trust Plan

The Commission maintains a non-contributory defined contribution single-employer pension
plan administered by a Board of Trustees appointed by the Commission’s Board of Directors.
Under the plans’ provisions, the Commission’s commitment is not to a defined benefit upon
retirement but only to provide a regular contribution, Future benefits depend solely on
amounts contributed to the plan plus investment earnings.

Balance - July 1, 2010 $ 1,154,466 /

Fiscal Year 2011 Contributions 8,827

Fiscal Year 2011 Distributions (928,412)
Investment Loss 129,693
Balance - June 30, 2011 $ 364,574 /

This plan is qualified under Section 401(a) of the Internal Revenue Code and the Trust
created by the Plan is exempt from tax under Section 503(b) of the Internal Revenue Code,

Total payroll for the year was $474,760,
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Northwest Georgia Regional Commission
Notes to Financial Statements
June 30, 2011

NOTE II. RETiREMENT BENEFITS LContinued’)

Under authority of the Board of Directors, the Commission has established a contribution
requirement of 7.5% of the participant’s compensation in keeping with the minimum
requirements of the Internal Revenue Service. For the fiscal year ending June 30, 2010,
contributions were as follows:

Amount as a
%of

Amount Covered Payroll

Contribution by employer $ 8,827 7.5%
Contribution by employee

-

NOTE I. LONG-TERM LIABILITIES

The following is a summary of changes in accrued annual compensated absences:

Balance - July 1,2010 $ 190,592z
Additions 216,213
Reductions (21 7,393)
Balance - June 30, 2011 $ 189,412

Typically, long-term liabilities are paid from the funds under which they are incurred or
accrued. If the ielated fund is unable to liquidate the long-term liability, the general fundwould liquidate the long-term liability utilizing unrestricted funds.

NOTE J RISK MANAGEMENT

The Center is exposed to various risks of loss related to torts; theft of damage to, and
destruction of assets; errors and omissions; injuries to employees; and natural disasters. The
Commission carries commercial insurance for risks of loss.
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iNDEPENDENT AUDITOR’S REPORT ON
SCHEDULE OF NONPUBLIC FUNDS

To the Chairman and Board ofDirectors
Northwest Georgia Regional Commission
Rome, Georgia

We have audited the accompanying financial statements of the governmental activities, the
business-type activities, the discretely presented component unit, each major fund, and the
aggregate remaining fund information of the Northwest Georgia Regional Commission as of and
for the year ended June 30, 2011, and have issued our report thereon dated July 31,2012. We
have also audited the Schedule of Nonpublic Funds of North Georgia CDC, Inc., a component
unit of the Northwest Georgia Regional Commission, as required by the Official Code of
Georgia Annotated. Section 50-8-35. This schedule is the responsibility of management. Out-
responsibility is to express an Opinion on this schedule based on our audit.

We conducted our audit of the schedule 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 Schedule of Nonpublic Funds is 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 schedule presentation. We
believe that our audit provides a reasonable basis for our opinions.

The accompanying Schedule of Nonpublic Funds referred to above was prepared to present the
beginning balance, revenues, expenditures and ending balance of nonpublic funds as required by
the Official Code of Georgia Annotated, Section 50-8-35. The Schedule of Nonpublic Funds is

not intended to be a complete presentation of assets, liabilities, revenues, and expenditures.

In our opinion, the Schedule of Nonpublic Funds referred to above presents fairly, in all material
respects, the beginning balance, revenues, expenditures and ending balance of nonpublic funds
as required by the Official Code of Georgia Annotated, Section 50-8-35 for the year ended June
30, 2011, in conformity with accounting principles generally accepted in the United States of
America.



This report is intended solely for the information of the administrative committee, management,
the Georgia Department of Audits, and the Georgia Department of Community Affairs and is not
intended be and should not be used by anyone other than these specified parties.

Roni eorgia
Ju ,2012



Northwest Georgia Regional Coimnission
Schedule of Nonpublic Funds
For the Year Ended June 30, 2011

Nonpublic Funds Retained Earnings 7/1/10 $ 22,289

Revenues - Nonpublic Funds:
Source Date Amount

Colson Services 7/6/2010 $ 1,537
Colson Services 8/9/2010 1,537
Colson Services 9/7/2010 1,537
Colson Services 10/14/2010 1,537
Colson Services 11/5/2010 1,537
Colson Services 11/6/2010 241
Colson Services 12/6/2010 1.836
Colson Services 1/7/2011 1,836
Colson Services 2/7/2011 1,836
Colson Services 3/7/2011 1,836
Colson Services 4/7/2011 1,836
Colson Services 5/9/20 I 1 1,836
Colson Services 5/13/2011 81
Colson Services 5/16/2011 2,398
Colson Services 6/6/2011 2,054

Accrued Revenue - Colson Services - Prior Year
Accrued Revenue - Colson Services - Current Year
Prior Year Escrow

Total Revenues - Nonpublic Funds $ 23,475
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Schedule of Nonpublic Funds (concluded)

Expenditures of Nonpublic Funds:
Place Purpose Persons Date Amount
NWGRC - NGCDC Board Meeting Per NGCDC, Inc. 9/2 1/2010 $ 90
Dalton Office Diem Fee Board Members

NWGRC - NGCDC Board Meeting Per NGCDC, Inc. 12/7/2010 150
Dalton Office Diem Fee Board Members

Chatsworth- NGCDC Board Meeting Per NGCDC, Inc. 3/15/2011 150
Murray County Diem Fee Board Members
Chamber

NWGRC - NGCDC Board Meeting NGCDC, Inc. 6/28/2011 315
Dalton Office Per Diem Fee Board Members

Other expenditures paid from nonpublic funds 3,531
Accrued expenditures - Current year 22,436

Total Expenditures of 26,672
Excess (Deficit) of Revenues

Expenditures - NonPublic (3,197)

Nonpublic Funds Retained Earnings 6/30/2011 $ 19,092

(See following Notes to the Schedule of Nonpublic Funds.)
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No rthwcs t Georgia Regional Corn miss ion
Notes to the Schedule of Nonpublic Funds
June 30, 201 1

Note I - Schedule ofNoi1pIic Funds

The employees and representatives of NGCDC, Inc. are authorized to expend nonpublic fundsfor the business meals and incidental expenses of hona fide industrial prospects and otherpersons who attend any meeting at their request to discuss the location or development of newbusiness, industry, or tourism within the region of the Northwest Georgia Regional Commission,in accordance with the Official Code of Georgia Annotated, Section 50-8-35. Nonpublic fundsare defined by state law as the servicing fees which are reccived by a nonprofit corporation foradministering federal or state revolving loan programs or loan packaging programs.

According to the Official Code of Georgia Annotated, Section 50-8-35(f)(2), a schedule isrequired to be included within the annual audit of each nonprofit corporation which reports thebeginning balance of unexpended nonpublic funds; the date, amount, and source of all receipts ofnonpublic funds; the date, place, PUPOSC and persons for whom expenditures were made for allsuch expenditures of nonpublic funds; and the ending balance of unexpended nonpublic funds.

Note 2 - Basis of Accounting

The Schedule of Nonpublic Funds is prepared in accordance with the accrual basis ofaccounting. Under the accrual basis of accounting, revenues are recorded when earned andexpenses are recorded at the time liabilities are incurred,
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Northwest Georgia Regional Coiii in ission

Schedule of Expenditures of Federal Awards

Year E,ided June 30, 20) I

Federal Pass-’l’hrough

CFDA Grantois Federal

Federal Granlor/Progratu or Cluster l1tIe Numbci Number Expenditures

Al’PALACI-IIAN REGIONAL COMMISSION

Local Development District 23.00 I 119,946

Local Development District 23.001 130,057

250,003

HOUSING AND URBAN DEVELOPMENT’

Neighborhood Stabilization 14256 08-NS-5052 2,385,066

U.S DEPARTMENT OF COMMERCE

lconomie Development Administration

Plmming and Administrative Grants 11.302 121,232

Planning and Administrative Grants II .302 63,664
184,896

LTED Revolving Loan Fund 1)307 961,876

‘rood U.S. Department of Commerce 1,146,772

AGING cLUSTER

U.S. DEPARTMENT OF HEALTIl AND HUMAN SERVICES

Georgia Department of I’liimnn Resources

Title lilA 93.045 42700-373-0000005018 327,233

Title III C-I 93.045 42700-373-00000050 18 747,877

Title III C-2 93.045 / 42700-373-00000050 18 804,442
1,879,552

Title IIIB 93.044 42700-373-00000050 8 928,222

7’OTAL AGING CLUS772I? 2,807,774

‘l’itle (lID

l’itle HID 93.043 42700-373-00000050 18 45,402

Title IllS 93,052 42700-373-00000050 18 344,936

Title VII 42700-373-0000005018 29,208

Title XIX Community Care 93.778 42700-373-0000005018 2,306,786

Title XX SSI3G 93,667 42700-373-0000005018 6(12,59 I

USDA Nutrition 93.053 42700-373-00000050 18 224,119

3,553042

Georgia Cares 93.779 42700-373-00000050 18 132,071

MIPPA SHIP 93,779 42700-373-00000050t8 20,437

152,508
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NoiIlawest Georgia Regional Corn mission
Schedule of Expenditures of Federal Awards
Year Ended June 30, 201 I

Fedei iii Pass- Fhi’ough

CFDA Grantor’s Federal

Federal Granlor/Prograin or Cluster Title Number Numbet Expenditures

U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES
Georgia Department of Human Resources

MIPPA AAA 93.07 I 42700-373-0000(105018 31,527

ADRC Slate * 42700-373-0000005018 47,004

MIPPAADRC 93.071 42700-373-00000050I8 52,800
131,331

Community Living Program 93048 42700-373-0000005018 606,703

Alzheimers Program 93048 42700-373-0000005018 231,485

LTCO Supplemental 93.048 42700-373-0000005018 59,320

CBS 93.048 42700-373-0000005018 1,201,527
2,099,035

Total U.S. Deparcmnemn of Health and J-lurnan Services 8,743,690

WIA CL USTEl?

U.S. DEPARTMENT OF LABOR
Georgia l)eparlment of Labor

Workforcc Investment Act
Adult 17.258 10-09-1 1-01-001 $ 1,184,830
Adult- ARRA 17.258 32-09-1 1-01-001 852,603

2,037,433

Youth 7.259 15-08-I 1-01-001 1,614,227
Youth - ARRA 17,259 33-09-1 1-01-001 12,901

1,627,128

Dislocated Worker 17.260 31-b-I l-0l-00I 4,777,857
4,777,857

‘TOT.dL WL4 CLUSTER 8,442,418

DHS 93.714’ 20-IO-’fY-0l-13l l,559973

Auto Alley 17.266 AA-I4670-05-55 80,921
1,640,894

Georiga Department of 1-Itiman Resources
TitleV 17,235 42700-373-0000005018 941,508

941,508

Total U.S. Department of’ Labor 11,024,820

Total Expenditures of Federal Awards $ 23,550,351
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REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON
COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL

STATEMENTS PERFORMED iN ACCORDANCE WITH
GO VERNMENTA UDITING STANDARDS

To Chairman and Board ofDirectors
Northwest Georgia Regional Commission
Rome, Georgia 30161

We have audited the financial statements of the governmental activities, the business-type
activities, the discretely presented component unit, each major fund, and the aggregate
remaining fund information of Northwest Georgia Regional Commission as of and for the
year ended June 30, 2011, which collectively comprise the Northwest Georgia Regional
Commission’s basic financial statements and have issued our report thereon dated July
31, 2012. 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.

Internal Control over Financ a! Reporting

In planning and performing our audit, we considered Northwest Georgia Regional
Commission’s internal control over financial reporting as a basis for designing our
auditing procedures for the purpose of expressing our opinions on the financial
statements, hut not for the purpose of expressing an opinion on the etiectiveness of the
Northwest Georgia Regional Commission’s internal control. Accordingly, we do not
express an opinion on the effectiveness of the Northwest Georgia Regional
Commission’s internal cont’o1 over financial reporting.

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



Our consideration of internal control over financial reporting was for the limited purpose
in the first paragraph of this section and would not necessarily identify all deficiencies in
internal control over financial reporting that might be deficiencies, significant
deficiencies or material weaknesses. We did not identify any deficiencies in internal
control over financial reporting that we consider to be material weaknesses, as defined
above. However, we identified certain deficiencies in internal control over financial
reporting, described in Items 10-01 to 10-04 that we consider to be significant
deficiencies in internal control over financial reporting. A significant deficiency is a
deficiency, or a combination of deficiencies, in internal control that is less severe than a
material weakness, yet important enough to merit attention by those charged with
governance,

We consider the following deficiencies to be significant deficiencies in internal control:

10-01 Reconciliation of Bank Statements

Criteria. The Commission maintains significant amounts of cash. An important part of
the internal control structure over cash includes ensuring all cash accounts are assigned a
general ledger account number, recorded in the general ledger and reconciled to the
appropriate bank statement at the end of each month.

Condition/Context,’ We noted two bank accounts of the Commission for which no
monthly reconciliation was prepared, as well as, an additional bank account for which no
general ledger account number was assigned. The lack of a general ledger account
number, as well as, preparation and review of the reconciliation increases the risk of
exposure to misappropriation of these assets.

Effect.’ Failing to assign all cash accounts with a general ledger account number and
properly reconciling cash accounts to the corresponding bank statement each month
increases the risk that undetected errors may occur in the processing of cash transactions
or that cash may be misappropriated.

Cause.’ Proper reconciliations of two cash accounts. as well as, assigning a general ledger
account to a new bank account were not performed due to management oversight.

Recommendation: We recommend that management ensures that all bank accounts are
assigned a general ledger account number and that all reconciliations are performed
monthly for all bank accounts and that these reconciliations be reviewed by a
knowledgeable individual other than the preparer.

Response: All bank accounts will be assigned a general ledger account number and
reconciled each month and approved by a responsible member of management.

10-02 Maintenance of General Ledger

Criteria.’ The Comn’iission is i’esponsible for preparing annual financial statements in
accordance with generally accepted accounting principles (GAAP). Recording material
journal entries would provide more meaningful financial information.
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Condüion/C’ontext. The Commission relied on the external auditors to record the
material journal entries for the year.

Effect: Failure to record these entries distorts the financial information that is provided
to the Commission’s Board and may lead to critical financial decisions being made on
erroneous data. Futhermore, lack of adjustments being prepared by the Commission
leads to a time consuming process of accumulating the year-end statements and increases
the risic of misstatement in the financial statements.

cause: Material journal entries were not made due to management oversight.

Recommendation: We recommend that all material journal entries be made in a timely
manner and on a routine basis and approved by management.

Response.’ All material journal entries will be made in timelyinanner and on a routine
basis and will be approved by management.

10-3 Reconciliation of Grant Submissions to the General Ledger

criteria,’ The Commission is responsible for numerous reports to granting agencies in
oi’der to remain compliant with those agencies.

Condition/Context. During our audit, we noted that certain grant submissions were not
being routinely reconciled to the data contained in the general ledger. We also noted that
there was a lack of oversite by the granting agencies from the State of Georgia in regards
to program reporting,

Effect: If these submissions are not maintained properly, as mentioned above, it could
lead to inaccui’ate financial information, as well as, inaccurate reporting to the granting
agencies, or possible misappropriation of funds. Due to the lack of oversite by the
granting agencies, amounts reported were not reconciled by programs only in overall
grant clusters.

Cause, The grant submissions were not reconciled to the general ledger due to
management oversight, Grant submissions were not coi’rectly reported and i’econciled to
the general ledger.

Recommendation,’ We recommend that the Commission reconcile the grant submissions
to the general ledger in a timely manner and on a routine basis, Adequate documentation
should be maintained to substantiate the giant submissions. Each grant submission
should be approved by management, We recommend the Commission request additional
training and support fi’om the granting agencies of the State of Georgia as well as specific
program guidelines and documentation,

Response: All grant submissions will be reconciled to the general ledger in a timely
maunei’ and on a routine basis and approved by management,
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10-04 Segregation of Duties

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

Condition/Context; During our audit, we noted two areas where segregation of duties
could be improved. Segregation of duties issues identified primarily involved conflicts
between handling (or having access to) cash within the cash receipt or disbursement
process, recording cash transactions in the accounting records, and reconciling cash
accounts to bank statements, When the same employee performs two or more of these
duties, weakness exists.

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

cause: Proper segregation of duties was not achieved due to management oversight.

Recommendation. We recommend that management continually evaluate employees’
responsibilities and the design of an effective accounting system looking for
opportunities to improve segregation of duties. Changes that improve segregation of
duties will reduce the potential for errors or misappropriation of Commission assets.

Response: Management will continue to review daily procedures and responsibilities in
an effort to identify ways to increase segregation of duties and improve oversight where
necessary in order to reduce risk.

compliance and Other Matters

As part of obtaining reasonable assurance about whether Northwest Georgia Regional
Commission’s financial statements are free of material misstatement, we performed tests
of its compliance with certain provisions of laws, regulations, contracts, and grant

agreements, noncompliance with which could have a direct and material effect on the
determination of financial statement amounts. However, providing an opinion on
compliance with those provisions was not an objective of our audit, and accordingly, we
do not express such an opinion. The results of our tests disclosed no instances of
noncompliance or other matters that are required to be reported under Government
Auditing Standards.

This report is intended solely for the information and use of management, board of
directors, 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.

1Thm43eorgia
July(3A, 2012 ‘
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REPORT ON COMPLIANCE WITH REQUIREMENTS
APPLICABLE TO EACH MAJOR PROGRAM AND INTERNAL CONTROL
OVER COMPLIANCE IN ACCORDANCE WITH 0MB CIRCULAR A-133

To the Chairman and Board ofDirectors
Northwest Georgia Regional Commission
Rome, Georgia 30161

o,nplianc

We have audited the compliance of the Northwest Georgia Regional Commission with
the types of compliance requirements described in the U. S. Office of Management and
Budget (0MB) Circular A-133 Compliance Supplement that are applicable to each of its
major federal programs for the year ended June 30, 2011. The Northwest Georgia
Regional Commission’s major federal programs are identified in the summary of
auditor’s results section of the accompanying schedule of findings and questioned costs.
Compliance with the requirements of laws, regulations, contracts, and grants applicable
to each of its major federal programs is the responsibility of the Northwest Georgia
Regional Commission’s management. Our responsibility is to express an opinion on the
Northwest Georgia Regional Commission’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 0MB CircuLar A- 133, Audits of States, Local Governments, and Non
Profit Organizations. Those standards and 0MB Circular A-133 require that we plan and
perform the audit to obtain reasonable assurance about whether noncompliance with the
types of compliance requirements referred to above that could have a direct and material
effect on a major federal program occurred. An audit includes examining, on a test basis,
evidence abo itt Northwest Georgia Regional Commission’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 Northwest Georgia Regional
Commission’s Compliance with those requirements,

In our opinion, Northwest Georgia Regional Commission, 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 June 30, 2011.



Internal Control Ui’er Gompliance

The management of Northwest Georgia Regional Commission, is responsible for
establishing and maintaining effective internal control over compliance with
requirements of laws, regulations, contracts, and grants applicable to federal programs In
planning and performing our audit, we considered Northwest Georgia Regional
Commission’s internal control over compliance with requirements that could have a
direct and material effect on a major federal program in order to determine our auditing
procedures for the purpose of expressing our opinion on compliance, but not for the
purpose of expressing our opinion on compliance and to test and report on internal
control over compliance in accordance with 0MB ircu1ar A-133, but not for the purpose
of expressing an opinion on the effectiveness of internal control over compliance.
Accordingly, we do not express an opinion on the effectiveness of Northwest Georgia
Regional Commission’s internal control over compliance.

A deficiency in internal control over compliance exists when the design or operation of a
control over compliance does not allow management or employees, in the normal course

ofperforming their assigned functions, to prevent or detect and correct, noncompliance
with a type of compliance requirement of a federal program on a timely basis. A material

weakness in internal control over compliance is a deficiency, or combination of
deficiencies, in internal control over compliance, such that there is a reasonable
possibility that material noncompliance with a type of compliance requirement of a
federal program will not be prevented, or detected and corrected, on a timely basis.

Our consideration of internal control over compliance was for the limited purpose
described in the first paragraph of this section and was not designed to identify all
deficiencies in internal control over compliance that might be deficiencies, significant

deficiencies, or material weaknesses. We did not identify any deficiencies in internal
control that we consider to be material weaknesses, as defined above.

This report is intended solely for the information and use of management, board of
directors, 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.

g .

Ron , orgia
Jul 3,20127
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Northwest Georgia Regional Commission
Schedule of Findings and Questioned Costs
For the Year Ended June 30, 2011

Section I—Summary of Auditor’s Results

Financial Statements

Type of auditor’s report issued: unquaflfIed

Internal control over financial reporting:

Material weakness(cs) identified?

______—

yes X no

Reportable conditiori’(s) identified not considered to be
material weaknesses? X yes

________

Noncompliance material to financial statements noted?

________

yes X no

Federal A wards

Internal Control over major programs:
of

Material weakness(es) identified?

________

yes X no

Repor able condition(s) identified not considered to be
material weaknesses? X yes. iat

Type of auditor’s report issued on compliance for major programs:
h1qua4fied

Any audit findings disclosed that are required to be
reported in accordance with Circular A-133, Section
.510(a)?

_______

yes X no

Identification of maj or programs:

CFDA Number(s) Name of Federal Program or Cluster
17.258, 17.259, 17.260 \VIA Cluster
17.256 Neighborhood Stabilization
11.307 Revolving Loan Fund
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Northwest Georgia Regional Commission
Schedule of Findings and Questioned Costs

For the Year Ended June 30, 2011

Dollar threshold used to distinguish between Type A and Type B $_7Q,51i________

Auditee qualified as low-risk auditee? Yes X nO

Section Il—Financial Statement Findings

10-01 Reconciliation of Bank Statements

Criteria: The Commission maintains significant amounts of cash. An important part of the

internal control structure over cash includes ensuring all cash accounts are assigned a general

ledger account number, recorded in the general ledger and reconciled to the appropriate bank

statement at the end of each month.

Condition/Context We noted two bank accounts of the Commission for which no monthly

reconciliation was prepared, as well as, an additional bank account for which no general ledger

account number was assigned. The lack of a general ledger account number, as well as,
preparation and review of the reconciliation increases the risk of exposure to misappropriation of

these assets.

Effect: Failing to assign all cash accounts with a general ledger account number and properly

reconciling cash accounts to the corresponding bank statement each month increases the risk that

undetected errors may occur in the processing of cash transactions or that cash may be
misappropriated,

Cause: Proper reconciliations of two cash accounts, as well as, assigning a general ledger

account to a new bank account were not performed due to management oversight.

Recommendation: We recommend that management ensures that all bank accounts are assigned

a general ledger account number and that all reconciliations are performed monthly for all bank

accounts and that these reconciliations be reviewed by a knowledgeable individual other than the

1)reParer,

Response. All bank accounts will be assigned a general ledger account number and reconciled

each month and approved by a responsible member of management.
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10-02 Maintenance of General Ledger

Criteria. The Commission is responsible for preparing annual financial statements in accordance
with generally accepted accounting principles (GAAP). Recording material journal entries
would provide more meaningful financial information,

Condition/Context: The Commission relied on the external auditors to record the material
journal entries for the year.

Effect. Failure to record these entries distorts the financial information that is provided to the
Commission’s Board and may lead to critical financial decisions being made on

erroneous data. Futhermore, lack of adjustments being prepared by the Commission leads to a
time consuming process of accumulating the year-end statements and increases the risk of
misstatement in the financial statements.

cause: Material journal entries were not made due to management oversight.

Recommendation.’ We recommend that all material journal entries be made in a timely manner
and on a routine basis and approved by management.

Response: All material journal entries will be made in timely manner and on a routine basis and
will be approved by management.

10-3 Reconciliation of Grant Submissions to the General Ledger

Criteria. The Commission is responsible for numerous reports to granting agencies in order to
remain compliant with those agencies.

Condition/Context. During our audit, we noted that certain grant submissions were not being
routinely reconciled to the data contained in the general ledger. We also noted that there was a
lack of oversite by the granting agencies from the State of Georgia in regards to program
reporting.

Effect,’ If these submissions are not maintained properly, as mentioned above, it could lead to
inaccurate financial information, as well as, inaccurate reporting to the granting agencies, or
possible misappropriation of funds, Due to the lack of oversite by the granting agencies, amounts
reported were not reconciled by programs only in overall grant clusters.

Cause.’ The grant submissions were not reconciled to the general ledger due to management
oversight. Grant submissions were not correctly reported and reconciled to the general ledger.

Recommendation: We recommend that the Commission reconcile the grant submissions to the
general ledger in a timely manner and on a routine basis. Adequate documentation should be
maintained to substantiate the grant submissions. Each grant submission should be approved by
management. We recommend the Commission request additional training and support from the
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granting agencies of the Stale of Georgia as well as specific program guidelines and

documentation.

Response. All grant submissions will be reconciled to the general ledger in a timely manner and

on a routine basis and approved by management.

1O.-04 Segregation of Duties

Criteria: Segregation of employees’ duties is a common practice in an effective internal control

structure. Policies should be in place requiring the proper segregation of duties.

Condition/C’ontext: During our audit, we noted two areas where segregation of duties could be

improved. Segregation of duties issues identified primarily involved conflicts between handling

(or having access to) cash within the cash receipt or disbursement process, recording cash

transactions in the accounting records, and reconciling cash accounts to bank statements. When

the same employee performs two or more of these duties, weakness exists.

Effect: A lack of segregation of duties within the responsibilities can increase the exposure of

cash to misappropriation or to errors in recording cash transactions,

Cause: Proper segregation of duties was not achieved due to management oversight.

Recommendation. We recommend that management continually evaluate employees’

responsibilities and the design of an effective accounting system looking for opportunities to

improve segregation of duties. Changes that improve segregation of duties will reduce the

potential for errors or misappropriation of Commission assets.

Response: Management will continue to review daily procedures and responsibilities in an effort

to identify ways to increase segregation of duties amid improve oversight where necessary in order

to reduce risk.

Section 111—Federal Award Findings and Questioned Costs

None reported.
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10-02 Maintenance of General Ledger

criteria: The Commission is responsible for prepai ing annual financial statements in accordance
with generally accepted accounting principles (GAAP). Recording material journal entries
would provide more meaningful financial inibunation.

c’onditioW’onrext: The Commission rclied on the external auditors to record the material
journal entries for the year.

Effect: Failure to record these entries distorts the financial information that is provided to the
Commission’s Board and may lead to critical financial decisions being made on

erroneous data. Futhermore, lack of adjustments being prepared by the Commission leads to a
time consuming process of accumulating the year-end statements and increases the risk of
misstatement in the financial statements.

Cause. Material journal entries were not made due to management oversight.

Recommendation: We recommend that all material journal entries be made in a timely manner
and on a routine basis and approved by management.

Response: All materiai journal entries will be made in timely manner and on a routine basis and
will be approved by management.

1O3 Reconciliation of Grant Submissions to the General Ledget’

Criteria: The Commission is responsible for numerous reports to granting agencies in order to

remain compliant with those agencies.

Condition/Context: During our audit, we noted that certain grant submissions were not being

routinely reconciled to the data contained in the general ledger. We also noted that there was a
lack of oversite by the granting agencies from the State of Georgia in regards to program
reporting.

Effect. If these submissions are not maintained properly, as mentioned above, it could lead to
inaccurate financial information, as well as, inaccurate reporting to the granting agencies, or
possible misappropriation of funds. Due to the lack of oversite by the granting agencies, amounts
reported were not reconciled by programs only in overall grant clusters.

cause. The grant submissions were not reconciled to ttie general ledger due to management
oversight. Grant submissions were not correctly reported and reconciled to the general ledger.

Reco,nmendation: We recommend that the Commission reconcile the grant submissions to the
general ledger in a timely manner and on a routine basis. Adequate documentation should be
maintained to substantiate the grant submissions, Each grant submission should be approved by
irianagement. We recommend the Commission request additional training and support from the
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granting agencies of the State of Georgia as well as specific program guidelines and

documentation.

Response. All grant submissions will be reconciled to the general ledger in a timely manner and

on a routine basis and approved by management.

10-04 Segregation of Duties

Criteria: Segregation of employees’ duties is a common practice in an effective internal control

structure. Policies should be in place requiring the propel segregation of duties.

Condition/Context: During our audit, we noted two areas where segregation of duties could be
improved. Segregation of duties issues identified primarily involved conflicts between handling

(or having access to) cash within the cash receipt or disbursement process, recording cash

transactions in the accounting records, and reconciling cash accounts to bank statements. When
the same employee performs two or more of these duties, weakness exists.

Effect: A lack of segregation of duties within the responsibilities can increase the exposure of

cash to misappropriation or to errors in recording cash transactions.

Cause: Proper segregation of duties was not achieved due to management oversight.

Recommendation: We recommend that management continually evaluate employees’

responsibilities and the design of an effective accounting system looking for opportunities to

improve segregation of duties. Changes that improve segregation of duties will reduce the

potential for errors or misappropriation of Commission assets.

Response: Management will continue to review daily procedures and responsibilities in an effort

to identify ways to increase segregation of duties and improve oversight where necessary in order

to reduce risk.

Section 111—Federal Award Findings and Questioned Costs

None reported.
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Northwest Georgia Regional Commission
Summary Schedule of Prior Audit Findings
June 30, 2011

19-01 Reconciliation of Bank Statements

Criteria. The Commission niainwins significant amounts of cash. An important pait of
the internal control structure over cash includes ensuring all cash accounts are assigned a
general ledger account number, recorded in the general ledger and reconciled to the
appropriate bank statement at the end of each month.

(‘ondition/Contexi’ We noted two bank accounts of the Commission for which no
monthly reconciliation was prepared, as well as, an additional bank account for which no
general ledger account number was assigned. The lack of a general ledger account
number, as well as, preparation and review of the reconciliation increases the risk of
exposure to misappropriation of these assets.

Efieci Failing to assign all cash accounts with a general ledger account munber and
properly reconciling cash accounts to the corresponding bank statement each month
increases the risk that undetected errors may occur in the processing of cash transactions
or that cash may be misappropriated.

Cause: Proper reconciliations of two cash accounts, as well as, assigning a general ledger
account to a new bank accouni were not performed due to management oversight.

Recommendation: We recommend that management ensures that all bank accounts are
assigned a general ledger account number and that all reconciliations are performed
monthly for all bank accounts and that these reconciliations be reviewed by a
knowledgeable individual other than the preparer.

Response: All bank accounts will be assigned a general ledger account number and
reconciled each month and approved by a responsible member of management.

10-02 Maintenance of General Ledger

Criteria; The Commission is rcsponsibie for preparing annual financial statements in
accordance with generally accepted accounting principles (GAAP). Recording the
consolidating entries for the two RDC’s, as well as, other material journal entries would
provide more meaningful financial information.

Condition/Gontext The Commission relied on the external auditors to record the
material consolidating journal entries for the year, as well as. other material journal
enhl.ies.



Northwest Georgia Regional Commission
Summary Schedule of Prior Audit Findings (Continued)
June 30, 2011

Effect: Failure to record these entries distorts the financial information that is provided
to the Commission’s Board and may lead to critical financial decisions being made on

erroneous data. Futhermore, lack of adjustments being prepared by the Commission
leads to a time consuming process of accumulating the year-end statements and increases
the risk of misstatement in the financial statements.

cause: Material journal entries were not made due to management oversight.

Recommendation: We recommend that all material journal entries be made in a timely
manner and on a routine basis and approved by management.

Response: All material journal entries will be made in timely manner and on a routine
basis and will be approved by management.

10-3 Reconciliation of Grant Submissions to the General Ledger

Criteria: The Commission is responsible for numerous reports to granting agencies in
order to remain compliant with those agencies.

Condition/Context.’ During our audit, we noted that certain grant submissions were not
being routinely reconciled to the data contained in the general ledger.

Effect.’ If these submissions are not maintained properly, as mentioned above, it could
lead to inaccurate financial information, as well as, inaccurate reporting to the granting
agencies, or possible misappropriation of funds.

cause.’ The grant submissions were not reconciled to the general ledger due to
management oversight.

Recornmcna’atjon, We recommend that the Commission reconcile the grant submissions
to the general ledger in a timely manner and on a routine basis. Adequate documentation
should be maintained to substantiate the grant submissions. Each grant submission
should be approved by management.

Response: All grant submissions will be reconciled to the general ledger in a timely
manner and on a routine basis and approved by management.
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10-04 Segregation of Duties

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

Conditioii/c’ontcxi: During our audit. we noted two areas where segregation of duties
could be improved. Segregation of duties issues identified primarily involved conflicts
between handling (or having access to) cash within the cash receipt or disbursement
process, recording cash transactions in the accounting records, and reconciling cash
accounts to bank statements. When the same employee performs two or more of these
duiies, weakness exists.
Effect: A lack of segregati n of duties within the responsibilities can increase the
exposure of cash to rnisappropriaton or to errors in recording cash transactions.

cause: Proper segregation of duties was not achieved due to management oversight.

Recorninendiition: We recommend that management continually evaluate employees’
responsibilities and the design of an effective accounting system looking for
opportunities to improve segregation of duties. Changes that improve segregation of
dunes will reduce the potential for errors or misappropriation of Commission assets.

Response: Management will continue to review daily procedures and responsibilities in
an effort to identify ways to increase segregation of duties and improve oversight where
necessary in order to reduce risk.
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