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L I’\A7 Donner
IA Weiser&

Associates,PC.
certified public accountants & business advisors

South Terraces, Suite 590 115 Perimeter Center Place i Atlanta, Georgia 30346
telephone - 770.804.9400 • facsimile - 770.804.9601 www.dwacpa.com

INDEPENDENT AUDITORS’ REPORT

Cherokee County Water and Sewerage Authority
Canton, Georgia

We have audited the accompanying basic financial statements of
Cherokee County Water and Sewerage Authority (the Authority) as of and
for the years ended August 31, 2009 and 2008, as listed in the table of
contents. These financial statements are the responsibility of the
Authority’s management. Our responsibility is to express an opinion on
these financial statements based on our audits.

We conducted our audits 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 audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present
r fairly, in all material respects, the financial position of Cherokee

County Water and Sewerage Authority as of August 31, 2009 and 2008, and
the changes in financial position and cash flows thereof for the years
then ended in conformity with accounting principles generally accepted
in the United States of America.

As discussed in Note 1 to the basic financial statements, the
Authority adopted the provisions of GASB Statement No. 45, Accounting
and Financial Reporting by Employers for Postemployment Benefits other
than Pensions, effective September 1, 2008.

In accordance with Government Auditing Standards, we have also
issued our report dated November 23, 2009 on our consideration of the

r Authority’s internal control over financial reporting and our tests of

L its compliance with certain provisions of laws, regulations, contracts
and other matters. The purpose of that report is to describe the scope
of our testing of internal control over financial reporting and

F compliance and the results of that testing, and not to provide an
L 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.

Entrepreneurs Serving Entrepreneurs
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r AGENT’S DISCUSSION AND ANALYSIS August 31, 2009

Our discussion and analysis of Cherokee County Water and Sewerage Authority’s financial

performance provides an overview of the Authority’s fmancial activities for the fiscal years ended

August 31, 2009 and 2008. Please read it in conjunction with the Authority’s financial statements that

[
USING T1{IS ANNUAL REPORT

[ This annual report consists of a series of financial statements. The Balance Sheets and the

Statements of Revenues, Expenses and Changes In Net Assets (on pages 7 - 9) provide information about

the activities of the Authority and present a long-term view of the Authority’s finances.

One of the most important questions asked about the Authority’s finances is “Is the Authority as

a whole better off or worse off as a result of the year’s activities?” The Balance Sheets and the

Statements of Revenues, Expenses and Changes In Net Assets report information about the Authority and

about its activities in a way that helps answer this question. These two statements include all assets and

liabilities using the accrual basis of accounting, which is similar to the basis that is used by most private-

sector companies. All of the current year’s revenues and expenses are taken into account regardless of

when cash is received or paid.

These two statements report the Authority’s net assets and the changes in them. You can think of

the Authority’s net assets — the difference between assets and liabilities — as one way to measure the

Authority’s financial health, or financial position. Over time, increases or decreases in the Authority’s

net assets are one indicator of whether its financial health is improving or deteriorating. You will need to

consider other nonfinancial factors, however, to assess the overall health of the Authority.

THE AUTHORITY AS A WHOLE

The Authority’s net assets increased in 2009 by $13.2 million, from $273.0 million to $286.2

million and in 2008 by $22.0 million, from $251.0 million to $273.0 million. $11.0 million of the

increase in 2009 was attributable to contributions by developers, primarily of water and sewer lines

(which totaled $19.3 million in 2008). Our analysis on the following pages focuses on the Authority’s

net assets (Table 1) and changes in its net assets (Table 2).

[
[
L
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MANAGEMENT’S DISCUSSION AND ANALYSIS August 31, 2009

Table 1 - Net Assets at Year End (in Millions)

2009 2008 2007

Current and other assets $ 49.8 $ 48.8 $ 68.5
Capital assets 431.1 426.0 392.5

Total Assets 479.9 474.8 461.0

Long term debt outstanding (187.6) (192.3) (196.3)
Other liabilities ( 7.1) ( 9.5) ( 13.7)

Total Liabilities (194.7) ( 201.8) ( 210.0)

Net assets:
Invested in capital assets, net of debt 239.4 230.4 206.9
Restricted 2.9 2.9 2.4
Unrestricted 43.9 39.7 41.7

Total Net Assets $286.2 $273.0 $251.0

Table 2 - Changes in Net Assets (in Millions)

Revenues 2009 2008 2007
Operating revenues:
Water sales $ 23.7 $ 21.5 $ 24.2
Wastewater treatment sales 13.6 12.5 13.0
Connection fees 2.7 5.4 9.4
Other 2.3 2.3 2.3

Non-operating revenues:
Interest .5 1.6 2.1
Other .1 - .3 .2
Total revenues 42.9 43.6 51.2

Expenses V V

Operating expenses:
Water 3.0 3.1 3.1
Wastewater 7.7 7.1 6.6
Distribution and administration 10.0 10.2 9.0
Depreciation 8.8 9.7 9.0
Other .9 .9 .8

Non-operating expenses:
Interest 10.0 9.6 9.1
Other .2 ‘.4 .3
Total expenses 40.6 41.0 37.9

Contributed Capital 11.0 19.3 19.5

Increase In Net Assets $ 13.2 $ 21.9 $ 32.8

nx 50130 — (Llmrlnn, (1znrt 30114 — 770-479-1813
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MANAGEMENT’S DISCUSSION AND ANALYSIS August 31, 2009

The Authority’s revenues (see Table 2) decreased in 2009 by 1.6% ($42.9 million in 2009
compared to $43.6 million in 2008) and in 2008 decreased by 14.8% ($43.6 million in 2008 compared to
$51.2 million in 2007). Expenses decreased by 1.0% and increased by 8.2%, respectively. The factors

r driving these results include:

. The number of water customers in 2009 and 2008 grew by 0.7% and 1.7% and wastewater
customers grew by 1.0% and 2.7% respectively, reflective of the slow population growth that is

E occurring throughout Cherokee County. In May 2009 the Authority increased the base water rate
by $1. The prior increase of 9.0%-13% occurred in August 2008. There were no increases in
sewer rates since August 2008. In 2008, water and sewer meter charges increased by 30.8% and

[ 21.6% respectively and there have been no changes since that time.

The Authority’s revenues decreased compared with the prior year by 1.6% and 14.8% in 2009
and 2008 respectively. The annual decrease in expenses in 2009 was 1.0% as compared with

growth of 8.2% in 2008. As a result, net assets prior to the value of contributed lines have
continued to grow in decreasing amounts, by $2.3 million in 2009 and $2.6 million in 2008.

[ Management of the Authority attributes the decrease in the growth of net assets, in part, to: (1)
the 2009 decrease of $8.3 million in the value of contributions from developers; (2) continued
effects of drought conditions in Georgia resulting in mandated and voluntary conservation efforts

[ by the Authority’s customers and (3) the continued decrease in revenues from connection fees
that began in fiscal year 2007. The decrease in connection fee revenue relates primarily to the
decline in new residential construction in Cherokee County, which is reflective of recent national
and regional real estate market trends.

CAPITAL ASSET AND DEBT ADMIMSTRATION

Capital Assets

At August 31, 2009 and 2008, the Authority had $431.1 and $426.0 million, respectively,

L invested in a range of capital assets including equipment, buildings, land and water and sewer lines (see
Table 3). This represents a net increase after additions and disposals of $5.1 million (1.2%) in 2009 and
$33.5 million (8.5%) in 2008.

L V Table 3 - Capital Assets at Year End
(Net of Depreciation, in Millions)

[
V

V

2009 2008 2007

Land $ 3.6 $ 3.6 $ 3.6
Structures, line extensions and improvements:
Completed

V

416.7 349.3 . 293.4
Construction-in-progress 9.4 71.2 93.8

Machinery, equipment and furniture 1.4 1.9 1.7
Totals $431.1 $426.0 $392.5

:ii LJX 5000 (Ltn±, (!2flrW 30114 212i3_4_ 1813
-5-
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MANAGEMENT’S DISCUSSION AND ANALYSIS August 31, 2009

The staff of the Authority has developed a multi-year capital improvements program and a plan
to finance the program which relies on a combination of System revenues and proceeds of debt and
investment earnings on such proceeds. The capital improvements program allows the staff of the
Authority to plan, on a long-term basis, for future System capital needs. Each year the capital
improvements program is updated.

The Authority’s fiscal year 2010 capital improvement program calls for it to spend
approximately $29.6 million for capital projects, principally for upgrades and improvements to water and
wastewater treatment facilities and for utility relocations within the water system. In connection with
existing construction projects, the Authority has outstanding agreements with contractors for less than
$1.0 million of future work at August 31, 2009. Capital expenditures will be financed by a combination
of resources on hand, future system revenues and the proceeds from future revenue bonds, some of which
may be issued during fiscal year ending August 31, 2010. More detailed information about the
Authority’s capital assets is presented in Note 6 to the financial statements.

Debt Administration

At year-end 2009 and 2008, the Authority had (net of discounts and premiums) $187.6 million
and $192.3 million in revenue bonds outstanding, respectively. The decreases of $4.7 million and $4.0
million in 2009 and 2008 respectively are due to the scheduled repayment in both years of the
Authority’s previously issued debt. Additional information is presented in Note 9 to the financial
statements.

In June 2007 the Authority’s Series 2007 Revenue Bonds were assigned ratings by Moody’s
Investors Service, Inc. and Standard and Poor’s Rating Services of Aaa and AAA respectively based on
the bond insurer’s issuance of a policy insuring the payment of principal and interest when due. Thus,
the Authority’s bonds continue to carry the highest rating possible from these national rating agencies.

The Authority’s other significant obligations include customer deposits, accounts payable and
accrued interest, salaries and other expenses as can be seen on the Balance Sheet on page 8.

CONTACTING THE AUTHORITY’S FINANCIAL MANAGEMENT

This financial report is designed to provide our customers and creditors with a general overview
of the Authority’s finances and to show the Authority’s accountability for the money it receives. If you
have questions about this report or need additional information, contact the office of the Authority’s
Director of Finance and Administration at 391 W. Main Street, Canton, Georgia 30114.

(ft nx 113136 Glrnttnn, (Lnrt 30114 770-479-1813
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REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OFr FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH

GOVERNMENT AUDITING STANDARDS

Cherokee County Water and Sewerage Authority
Canton, Georgia

We have audited the financial statements of Cherokee County Water
and Sewerage Authority (the Authority) as of and for the year ended
August 31, 2009, and have issued our report thereon dated November 23,
2009. 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 Financial Reporting

In planning and performing our audit, we considered the
r Authority’s internal control over financial reporting as a basis for

L. designing our auditing procedures for the purpose of expressing our
opinion on the financial statements, but not for the purpose of

,.-. expressing an opinion on the effectiveness of the Authority’s internal
I control over financial reporting. Accordingly, we do not express an
L opinion on the effectiveness of the Authority’s internal control over

financial reporting.

A control deficiency 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

[ misstatements on a timely basis. A significant deficiency is a
control deficiency, or combination of control deficiencies, that
adversely affects the Authority’s ability to initiate, authorize,

[ record, process, or report financial data reliably in accordance with
generally accepted accounting principles such that there is more than
a remote likelihood that a misstatement of the Authority’s financial
statements that is more than inconsequential will not be prevented or

[ detected by the Authority’s internal control

A material weakness is a significant deficiency, or combination

[ of significant deficiencies, that results in more than a remote
likelihood that a material misstatement of the financial statements
will not be prevented or detected by the Authority’s internal control.

L Entrepreneurs Serving Entrepreneurs
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Our consideration of internal control over financial reporting
was for the limited purpose described in the first paragraph of this
section and would not necessarily identify all deficiencies in

r internal control that might be significant deficiencies or material
weaknesses. We didnot identify any deficiencies in internal control
over financial reporting that we consider to be material weaknesses,
as defined above.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the
Authority’s financial statements are free of material misstatement, we

r performed tests of its compliance with certain provisions of laws,

L regulations and contracts, 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 the
Authority Board, management and state agencies and is not intended to
be and should not be used by anyone other than these specified
parties.

L

DONNER WEISER & ASSOCIATES, P.C.
Certified Public Accountants

November 23, 2009
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