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DONALD G. CREWS, CPA, PC
3924 MAIN STREET
FOLKSTON, GEORGIA 31537
TELEPHONE (912) 496-2587

INDEPENDENT AUDITOR’S REPORT

To the Honerable Mavor and
Mempers of the City Council
Folkston, Gecrgia

I have audited the accompanying financial statements of the governmental
activities, business-type activities, and each major fund of the City of
Folkston, Georgia, as of and for the year ended December 31, 2012, which
collectively comprise the City’s basic financial statements, as listed in the
table of contents. These financial statements are the responsibility of the
City’'s management. My responsibility is to express opiniens on these financial
statements based on my audit,

T conducted my audit in accordance with auditing standards generally accepted in
the United States of America and the standards applicable to financial audits
contained in Government Auditing Standards issued by the Comptroller General of
the United States. Tnose standards require that I plan and perform the audit to
obtain reasonable assurance abocut whether the basic financial statements are
free of material misstatemeni. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the respective financial
statements. &An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall
basic financial statement presentation. I believe that my audit provides a
reasonable basis for my opinions.

In my opinion, based on my audit, the financial statements referred to above
present fairly, in all material respects, the financial position of the
governmental activities, business-type activities, each major fund, and the
remaining fund information for the City of Folkston, Georgia, as of December 31,
2012, and the changes in financial position and cash flows, where applicable, of
rhose activities and funds for the year then ended in conformity with accounting
principles generally accepted in the United States of America.

Budgetary Comparison Schedule is not a reguired part of the basic financial
starements but is supplementary information required by the Governmental
Rccounting Standards Board.

The City has not presented Management’'s Discussion and Analysis that the
Governmental Accounting Standards Board has determined is necessary to
supplement, although not reguired to be part of, the basic financlal statements.

Member
American Institute of Certified Public Accountants
Georgia Society of Certified Public Accountants



This information is the responsibility of the City’s management. I have applied
certain limited procedures, which consisted principally of inquiries of
management regarding methods of measurement and presentation of the Budgetary
Comparison Schedules. However, I did not audit the information and accordingly,
express no opinion on it. The City management chose not to include a
HManagement'’s Discussion and Analysis for the current vear. Management’s
Discussion and Analysis is reguired supplementary information that introduces
the basic financial statements by presenting certain financial information as
well as management’s analyvtical insights on that information.

My audit was conducted for the purpose of forming opinions on the respective
financial statements that collectively comprise the City’s basic financial
statements. The supplementary information of SPLOST and Hotel/Motel Tax are
presented for purposes of additiocnal analysis and are not a reguired part of the
basic financial statements. Such information has been subjected to auditing
procedures applied by me in the audit of the basic financial statements and, in
my opinion, is failrly stated in all material respects in relation to the basic
financial statements taken as a whole.

In accordance with Government Auditing Standards, I have also issued my report
dated June 18, 2013, on my consideration of the City’s internal control over
financial reporting and my tests of its compliance with certain provisions of
laws, regulations, contracts and grant agreements, and other matters. The
purpogse of that report is to describe the scope of testing of internal control
over financial reporting and compliance and the results of that testing, and not
to prowvide 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 important for assessing the results of my
audit.

Ponald G. Crews, CPA
Folkston, Georgia
June 18, 2013



CITY OF FOLKSTON, GEORGIA
STATEMENT OF NET ASSETS
DECEMBER 31, 2012

ASSETS

Cash & cash equivalents
Receivables
Inventories
Internal balances
Restricted assets
Capital Assets (Note 5)

Land and improvements

Other capital assets, net of depreciation

Total capltal assets
Total assets

LIABILITIES

Accounts payable and accrued expenses
Deposits
Notes Pavable
Long-term liabilities (Nocte 2)
Due within one year
Due in more than one vear
Total liabilities

NET ASSETS

Invested in capital assets, net of related debt
Restricted for:
Debt service
SPLOST
Unrestricted (deficit)
Total net assets
Total liabilities and net assets

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



PRIHARY GOVERNHENT
GOVERNMENTAL BUSINESS-TYPE

ACTIVITIES ACTIVITIES TOTAL
$1,363,752 3 503,706 $1,867,458
9,058 92,069 101,127

o 38,936 38,936

30,760 (30,7860) 0

¢ 329,899 329,899

52,976 100,000 152,976
1,268,485 8,072,271 9,340,762
1,321,461 8,172,277 9,493,738
52,725,031 £8,1006,127 $11,831,158
$ 252 $ C S 252
0 99,756 99,756

0 0 0

0 82,090 82,090

0 3,159,607 32,159,607

252 3,351,453 3,351,705
1,321,461 4,92C,580 6,242,041
0 325,898 329,899

57,25¢6 0 57,256
1,346,062 504,195 1,850,257
2,724,119 5,754,874 8,479,453
52,725,031 59,106,127 511,831,158

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



CITY OF FOLKSTON
STATEMENT CF ACTIVITIES
FOR THE YEAR ENDED DECEMBER 31, 2012

PROGRAM REVENUES

Operating Capital
Charges for Grants and Grants and
Functions/FPrograms Expense Services Contributiocns Contributions
Primary Governmant:
Goverrment activities
General government $ 355,857 5 61,525 $ 0 S 0
Public safety 519,262 134,939 0 0
Public works 698,785 138,598 0 0
Culture & recreation 18,194 o G o
Community development G 0 0 0
Total 1,592,098 335,062 0 0
Business-type activities
Water & sewer 1,416,339 1,348,975 0 40,892
Total 1,416,339 1,349,975 0 40,882

Total primary government $3,008,437 31,685,037 $ 0 $ 40,892

General revenues:

Property taxes
Sales taxes
Insurance premium Tax
Franchise taxes
Alcohol tax
Grants and contributions not restricted
Unrestricted investment earnings
Miscellaneocus
Total General Revenue

Transfers
Total General Revenue and Transfers
Change in net assets

Net assets - beginning
Net assets - ending

The accompanying notes are an integral part
of these financial statements.
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CITY OF FOLK3TON
STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED DECEMBER 31, 2012

Net (Expense) Revenue and Changes in Net Assets
Primary Government

Business-
Gowernmental type
Activities Activities Total

$ (294,332 $ 0 $ (294,332)
{384,323) 0 (384, 323)
(560,187; 0 (560, 187)
{ 18,194; 0 (18,194)

G 0 0
(1,257,0386; G (1,257,036)
¢ (25,472} {(25,472)

¢ (25,472} (25,472,
S${1,257,036}. § (25,4723 5(1,282,508)
447,977 447,977
331,480 331,480
206, 654 206,654
193,607 193, 607
61,707 61,707

0 0

1,382 4,855 6,237

0 0 0
1,242,807 4,855 1,247,662
{ 0) o 0
1,242,807 4,855 1,247,662
(14,229) (20,8617 {34,846)
2,739,008 5,775,291 8,514,299
$2,724,77% . 55,754,674 $8,479,453

The accompanying notes are an inteqgral part
of these financial statements.
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City of Folkston,

Balance Sheet
Governmental Fuands
December 31, 2012

Gecrgia

SPLOST
Special Capital Total
ASSETS Revenue Projects Governmental
General (Nonmajor) [(Nonmajox) Funds
Cash and cash egquivalents 51,300,496 3 08 57,250 $ 1,363,752
Receivables, net 9,058 O 0 9, 0568
Due from Water & Sewer 30,760 o 0 30,760
Total Assets $1,346,314 S 0 8 57,2596 $ 1,403,570
LIABILITIES AND FUND BALANCES
Liabilities:
Accounts payable 3 252 5 03 0 ) 252
Notes payable 0 0 0 0
Total liabilities 252 0 0 g 252
Fund Balances:
Nonspendable 30,760 0 0 30,760
Committed 839,420 0 G 839,420
Restricted 0 0 57,256 57,256
Unassigned 475,882 O 0 475,882
Total fund balances 1,346,062 0 57,256 1,403,318
Total Liabilities and
Fund Balances 51,346,324 $ 0 $ 57,256
Amounts reported for governmental activities in the
statement of net assets are different because:
Capital assets used in governmental activities are
not financial resources and therefore are not reported
in the funds. Other long-term assets are not
available to pay for current-period expenditures and
+therefore are deferred in the funds. (Page 29) 1,321,461
Net assets of governmental activities [(Page 9) $2,724,775

The accompanying notes are an integral part
of these financial statements.
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CIiTY OF FOLKSTON, GEORGIA
EXPENDITURES AND CHANGES IN FUND BALANCE
GOVERNMENTAL FUNDS

STATEMENT OF REVENUES,

REVENUES
Taxes
Fines and forfeitures
Licenses, permits & fees
Intergovernmental
Charges for services
Investment earnings
Miscellaneous

Total Revenues

BEXPENDITURES
Current:
General government
Public safety
Public works
Culture & recreation
Community development
Capital outlay
Total Expenditures
Excess {(deficiency) of
revenues over expenditures

OTHER FINANCIAI SOURCES
Transfers in
Transfers out
Total Other Financial
Sources (Uses)

{USES3)

Net change in fund balances
Fund balances - beginning

FOR THE YEAR ENDED DECEMBER 31, 2012
SPLOST

Special Capital Total
Revenue Projects Governmental
General {(Nonmajor; (Nonmajor) Funds
81,226,580 $14,845 3 0 $ 1,241,425
134,939 0 134,939
32,595 0 32,595

0 0 0

138,819 0 138,819
1,382 0 1,382
28,709 0 0 28,709
1,563,024 14,845 0 1,577,869
362,203 G 0 362,203
524,755 0 524,735
660,680 O 660, 680
18,194 0 18,194

0 0 O

0 0 0 0
1,565,832 0 0] 1,565,832
{2,808) 14,845 0 12,037
16,029 0 58,440 74,469

{ 58,440) {14,845, ( 1,184) ( 74,469)

{ 42,411) (14,845) 57,256 { 0)

{ 45,219 0 57,256 12,037
1,391,281 0 0 1,391,281
1,346,062 8 0 5 57,256 51,403,318

Fund balances - ending

The accompanvying notes are an integral part
of these financial statements.
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CITY OF FOLKSTON, GEORGIA
RECONCILIATICON OF THE GOVERNMENTAL FUNDS STATEMENT OF
REVENUE, EXPENDITURES AND CHANGES IN FUND BALANCES
OF GOVERNMENTAL FUNDS TC THE STATEMENT OF ARCTIVITIES
FOR THE YEAR ENDED DECEMBER 31, 2012

Net change in fund balances - total governmental funds (Page 13y $ 12,037

amounts reported for governmental activities in the statement
of activities are different because:

Governmental funds report capital cutlavs as expenditures.
However, in the statement of activities the cost of those
assets is allocated over their estimated useful lives and
reported as depreciation expense. This is the amount of

capital assets recorded in the current period. (Page 29) 95,803
Depreciation recorded in the current period {Page 23) {117,069)
Change in net assets of governmental activities (Page 11} $ (14,229)

The accompanying notes are an integral part
of these financial statements.
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CITY OF FOLKSTON, GEORGIA
STATEMENT OF NET ASSETS
PROPRIETARY FUNDS
DECEMBER 31, 2012

Enterprise Funds
Water and Sewer

BR33ETS

Current assets

Cash & cash eguivalents 8 503,70¢
Receivables, net 92,068
Inventories 38,936

Total currenit asseis 634,711

Noncurrent assets
Cash & cash eguivalents — restricted 329,899

Capital assets

Land and improvements 100,000

Distribution and collection systems 12,640,839

Buildings and eguipment 695,993

Less accumulated depreciation {(5,264,655)

Total capital assets 8,172,277

Total noncurrent assets 8,502,176
Total Assets $ 9,136,887
LIABILITIES

Current liabilities

Accounts payable 8 0
Customer deposits 99,7586
Due to General Fund 30,760
Bonds & notes payable - current 92,090

Total current liabilities 222,606

Noncurrent liabilities

Bonds, notes and loans pavable 3,159,607

Total noncurrent liabilities 3,159,607
Total Liabilities 3,382,213
NET ASSETS
Invested in capital assets, net of related debt 4,920,580
Restricted for debt services 329,899
Unrestricted . 504,195

Total neit assets 5,754,674
Total Liabilities and Net Assets $ 9,136,887

The accompanying notes are an integral part
of these financial statements.
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CITY OF FOLKSTON, GECRGIA
STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN NRET ASSETS
PROPRIETARY FUNDS
FOR THE YEAR ENDED DECEMBER 31, 2012

Enterprise Funds

Water and Sewer

CPERATING REVENUES

Charges for services $ 1,348,975
Miscellaneous 0
Total cperating revenues 1,345,975

OPERATING EXPENSES

Personnel services 329,574
Purchased services 189,252
Other supplies and expenses ‘ 358,015
Depreciation 372,800
Total operating expenses 1,245,641
Operating income {loss) 100,334
NONOPERATING REVENUES (EXFENSES)
Interest 4,855
Interest expense (166,698}
Total Neonoperating revenues (expenses) (161, 843)
Income (loss) before contributions and transfers { 61,509

CONTRIBUTIONS AND TRANSFERS

Capital contributions 40,8892
Transfers in 0
Transfers out { 03
Met contributions and transfers 40,892
Change in net assets (20,617}
Total net assets - beginning ' 5,775,291
Total net assets - ending $ 5,754,674

The accompanying notes are an integral part
of these financial statements.
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CITY OF FOLESTON, GEORGIA Page 1 of 2
STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS
FCOR THE YEAR ENDED DECEMBER 31, 2012

Enterprise Funds
Water and Sewer

CR3H FLOWS FROM OPERATING ACTIVITIES

Receipts from customers 5 1,354,061
Payments to suppliers {524,833)
Payments to employees (329,574)
Other receipts {pavments) 0

Net cash provided by operating activities 499,654

CASH FLOWS FROM NONCAPITAL
FINANCING ACTIVITIES

Due to other funds 30,760
Net cash (used) by noncapital
financing activities 30,760

CASH FLOWS FROM CAPITAL AND RELATED
FINANCING ACTIVITIES

Capital contributiocns . 40,892
Purchases of capital assets { 85,744
Principal paid on capital debt {114,635)
Transfers in {out) 0
interest paid on capital debt (166,628)
Net cash (used) by capital and
related financing actiwvities (326,185}

CASH FLOWS FROM INVESTING ACTIVITIES

Interest 4,855

Net cash provided by investing activities 4,855
Net {(decrease) in cash and eguivalents 209,084
Balances - beginning of the vear 624,521
Balances - end of the year S 833,605

Reconciliation of total cash & cash equivalents

Current assets - cash & cash equivalents 503,706
Restricted assets - cash & cash eguivalents 329,899
Cash & cash equivalents 5 833,605

The accompanying notes are an integral part
of these financial statements.
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CITY OF FOLKSTON, GEORGIA Page 2 of 2
STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS
FOR THE YEAR ENDED DECEMBER 31, 2012

Enterprise Funds
Water and Sewer

RECONCILIATION OF OPERATING INCOME (LOSS)
TO NET CASH PROVIDED (USED) BY OPERATING
RCTIVITIES

Operating income (loss) ¢ 100,334
Adjustments to reconcile operating income
to net cash provided by operating activities:
Depreciation 372,800

Change in assets and liabilities:

Receivables, net 4,086
Inventories 17,729
Accounts and other pavyables G
Customer deposits 4,705
Net cash provided by operating activities $ 498,654

The accompanying notes are an integral part
of these financial statements.
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NOTES TO FINANCIAL STATEMENTS
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FCLKSTON, GEORGIA
NOTES TC FINANCIAL STATEMENTS
DECEMBER 31, 2012

NOTE 1: SUMMARY QOF SIGNIFICANT ACCOUNTING POLICIES

City of Folkston, Georgia was incorporated under the laws of the State of
Geporgia and operates under a mayor-council form of government. The Havor and a
five member council govern the City and are elected for four year terms. The
Mayor and the Council all serve on a part-time basis. The Maycr and Council
appeint a City Manager who is responsible for the daily operations of the City.

The accounting and reporting policies of the City Folkston, Georgia conform to
generally accepted accounting principles applicable t¢ state and local
governments. Generally accepted accounting principles for local governments
include those principles prescribed by the Gevernment Accounting Standards Board
(GASR), the American Institute of Certified Public Accountants in the
publication entitled “Audits of State and Local Governmental Units”, and by the
Financial Accounting Standards Board (when applicable), FASE Statements and
Interpretations.

A. Financial Reporting Entity

In conformity with generally accepted accounting principles, as set forth in
GASSE Statement No. 14, The Financial Reporting Entity, the financial statements
of the reporting entity include those of the City of Folkston. The criteria fox
including organizations as component units within the City’'s reporting entity,
as set forth in Section 2100 of GASB's Codification of Governmental Accounting
and Financial Reporting Standards, include whether:

a. The organization is legally separate (can sue or be sued in its own name)

b. The City holds the corporate powers of the organization

¢. The City appoints a voting majerity cof the organization’s board

d. The City is able to impose its will on the organization

a. The organization has the potential to impose a financial benefit/burden
onn the City

f. There is Ffiscal dependency by the organization on the City

Discretely Presented Cemponent Units — Based on the GASB criteria, the City has
no entities that gualify as discretely presented component units.

Blendad Component Units - Based on the GASB criteria, the City has no entities
that qualify as blended component units.

Joint Ventures and Related Qrganizations. The City is regquired by State law to
be a member of the regional development center (SGRC). The City pays its
prorata share of operating costs and would be liable for a prorata share of any
unpaid liabilities if the SGRC were to go out of existence. However, the City
has no material equity interest in the SGRC and it is not included in these
financial statements. Neither is the Folkston Housing Authority, whose members
are appointed by the Mayor, because the City has no financial interest or
financial control over the Ruthority. Financial statemenis are available at
both organizations’ offices. At year-end there were no receivables or payables
between the City and these two organizations.

20



B. Basis of Presentation, Basis of Accounting
Basis of Presentation

Government-wide Statements: The statement of net assets and the statement of
activities display information about the primary government (the City). These
statements include the financial activities of the overall government.
fliminations have been made to minimize the double counting of internal
activities. These statements distinguish between the governmental and business-
type activities of the City. Governmental activities generally are financed
through taxes, intergovernmental revenues and other nonexchange transactions.
Business-type activities are financed in whole or in part by fees charged to
external parties.

The statement of activities presents a comparison pbetween direct expenses and
program revenues for the different business~type activities of the City and for
each function of the City’s governmental activitlies. Direct expenses are those
that are specifically assoclated with a program or function and, therefore, are
clearly identifiable to a particular function. Indirect expense allocations
that have been made in the funds have been reversed for the statement of
activities. Program rewvenues include (a) fees, fines and charges paid by the
recipients of goods or services offered by the programs and (b) grants and
contributions that are restricted to meeting the operational or capital
reguirements of a particular program. Revenues that are not classified as
program revenues, including all taxes, are presented as general revenues.

The government-wide financial statements, which are the statement of net assets
and the statement of activities, report information cn all of the nonfiduciary
activities of the primary government. For the most part, the effect of
Interfund activity has been removed from these statements. Governmental
activities, which normally are supported by taxes and intergovernmental
revenues, are reported separately from business-type activities, which rely to a
significant extent on fees and charges for support.

Fund Financial Statements:

The City segregates transactions related to certain functions or activities in
separate funds in crder to aid financial management and to demonstrate legal
compliance. Separate statements are presented for governmentsal and proprietary
activities. These statements present each major fund as a ssparate column on
the fund financial statements; all non-major funds are aggregated and presented
in a single column.

Governmental funds are thoss funds through which most governmental functions
typically are financed. The measurement focus cf governmental funds is on the
sources, uses and balance of current financial resources. The City has
presented the following major governmental funds:

General Fund -

The General Fund is the main operating fund of the City. This fund is used to
account for all financial resources not accounted for in other funds. All
general tax revenues and other receipts that are not restricted by law or
contractual agreement to some other fund are accounted for in this fund.

General operating expenditures, fixed charges and capital improvement costs that
are not paid through other funds are paid from the General Fund.

21



Proprietary Funds are accounted for using the economic resources measurement
focus and the accrual basis of accounting. The accounting oblectives are
determinations of cperating income and changes in net assets, financial position
and cash flow. All assets and liakilities are included con the Statement of Net
Assets. The City has presently the following major proprietary fund:

Water and Sewer Fund -

The Water and Sewer Fund is used to account for the provision of water and sewer
services to the residents of the City. Activities of the fund include
administration, cperations and maintenance of the water and sewer system and
billing and collection activities. The fund also accounts for the accumulation
of resources for, and the payment of, long-term debt principal and interest for
water and sewer debt. All costs are financed through charges to utility
customers with rates reviewed regularly and adjusted if necessary to ensure
integrity of the funds.

C. Measurement Focus, Basis of Accounting

Measurement focus refers to what is being measured, basis of accounting refers
to when revenues and expenditures are recognized in the accounts and reported in
the financial statements. Basis of accounting related tc the timing of the
measurement made, regardless of the measurement focus applied.

Government-wide and Proprietary Fund Financial Statements — The government-wide
and proprietary fund financial statements are reported using the economic
rescurces measurement focus. The government-wide and proprietary fund financial
statements are reported using the accrual basis of accounting. Revenues are
recorded when earned and expenditures are recorded at the time liabilities are
incurred, regardless of when the related cash flows take place. Nonexchange
transactions are transactions in which the City gives (or receives) value
without directly receiving {(or giving) egual value in exchange. Nonexchange
transactions include property taxes, grants, entitlements, and donations. On an
accrual basis, revenue from property taxes is recognized in the fiscal year for
which the taxes are levied. Revenue from grants, entitlements and donations is
recognized in the fiscal year for which the taxes are levied. Revenue from
grants, entitlements and donaticns is recognized in the fiscal year in which all
eligibility reguirements have been satisfied.

Governmental Fund Financial Statements - Governmental funds are reported using
the current financial resources measurement focus and the modified accrual basis
of accounting. Under this method, revenues are recognized when measurable and
available. The City considers all revenues reported in the gowvernmental funds
to be available if the revenues are collected within sixty days after year-end.
Property taxes, sales taxes, insurance premium tax, franchise tax, licenses and
interest are considered to be susceptible to accrual.

Expenditures are recorded when the related fund liability is incurred, except
for principal and interest on general long-term debt, claims and judgments and
compensated absences, which are recognized as expenditures to the extent they
have matured. General capital asset acquisitions are reported as expenditures
in governmmental funds. Proceeds of general long-term debt and acguisitions
under capital leases are reported as other financing sources.
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The revenues susceptible to accrual are property taxes, franchise fees,
licenses, charges for service, interest income and intergovernmental revenues.
Sales taxes collected and held by the state at year end on behalf of the
government are also recognized as revenue. All other Governmental Fund Type
revenues are recognized when received. :

Proprietary funds distinguish operating revenues and expenses from nonoperating
items. Operating revenues and expenses generally result from providing services
in connection with a proprietary fund’'s principal ongoing operaticons. The
principal operating revenues of the City enterprise fund are charges to
customers for sales and services. The City also recognizes as operating revenue
the portion of tap fees intended to recover the cost cof connecting new customers
to the system. Operating expenses for enterprise funds include the cost of
sales and services, administrative expenses, and depreciation on capital assets.
All revenues and expenses nct meeting this definition are reported as
nonoperating revenues and expenses.

When both restricted and unrestricted rescurces are available for use, it is the
government's policy to use restricted resocurces first, then unrestricted
resources as they are needed.

D. Budgetary Control

The City Charter established the fiscal year as the twelve-month pericd
beginning Januarv 1. The departments submit to the City Clerk a budget of
estimated expenditures for the ensuing fiscal year after which the City Clerk
subsequently submits a budget of estimated expenditures and revenues to the City

Council by August 1.

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

1. Prior to October 1, the City Clerk and City Manager
prepare a proposed budget for the fiscal year commencing January 1,

2. The City Manager submits the proposaed budget to the Mavor and
Council.

3. Public hearings are held to obtain taxpayers’ commeents.
4. The budget is legally enacted through the passage of a resoclution.

5. All revisions to the budget must be submitted to the City Council for
approval.

6. The budget is prepared and adopted on a basis consistent with generally

accepted accounting principles. &n annual budget is adopted for the
General Fund and Proprietary Fund.
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A project length budget is adopted for all Capital Projects Funds. A&An
operating budget is prepared for the Enterprise Fund for planning,
control, cost allocation, and evaluation purposes. Budgetary amounts
are not formally integrated into the Enterprise Fund general ledgers.

7. Budgetary appropriations lapse at the end of the fiscal year.
E. Encumbrances

The City does not use encumbrance accounting; under which purchase orders,
contracts, and other commitments for the expenditure of moneys are recorded in
order to reserve that portion on the applicable appropriation.

F. Deposits and Investments

Cash consists of demand and interest-bearing deposits held in banks. All
deposits with financial institutions must be collateralized in an amount egual
to 110% of uninsured deposits. In lieu of a surety bond, a depocsitory of public
funds may pledge as collateral any one or more of the following securities as
enumerated in OCGA 50~17-58:

a. Bonds, bills, certificates of indebtedness, notes, or other direct
obligations of the United States or of the State of Georgila;

b. Bonds, bills, certificates of indebtedness, notes, or other direct
obligations of the counties or municipalities of the State cf Georgia;

¢. Bonds of anv public authority created by Georgia law, if the statue
authorizes such use of the bonds and they have been duly validated and
there has been no default in the payment of either principal or
interest;

d. Industrial revenue bonds or bonds of development authorities, created
by Georgia law that have been duly validated and for which there has
been no default in the payment of either principal or interest; or

e. Bonds, bills, certificates of indebtedness, notes, or other cobligations
of a subsidiary corporation of the U.3. government that are fully
guaranteed by the U.5. government both as to principsal and interest;
and debt obligations issued by the Federal Land Bank, The Federal Home
Loan Bank, The Federal Intermediate Credit Bank, the Central Bank for
Cooperative, the Farm Credit Banks, the Federal Home Loan Mortgage
Corporation, and the Federal National Mcertgage Asscciation.

Investments consist of certificates of deposit and are recorded at cost, which
approximates market wvalue.

For purposes of the statement of cash flows, cash and cash eguivalents include
23]l highly ligquid investments which original maturities of three months or less.

G. Prepaid Items

Prepaid balances are for payments made by the City in the current year to
provide services occurring in the subseguent fiscal year, and the reserve for
prepaid items has been recognized to signify that a portion of fund balance is
not avallable for other subsequent expenditures.

H. Inventories

Inventories consist of supplies and are recorded at the lower of weighted
average cost or market.
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I. Receivables and Payables

All trade and property tax receiwvables are shown net of an allowance for
uncollectibles, when material.

J. Property Tax Calendar

Property taxes attach as an enforceable lien on property as of January 1. City
property tax revenues are recognized when levied to the extent that they result
in current receivable.

Property taxes were levied on January 1 values. The assessed values are an
approgzimation of market value as determined by the Charlton County Tax Assessor.
Tax bills are mailed at least 60 days pricr to the due date of December 20,
2012. For the fiscal year ended December 31, 2012, the collection period was
Cctober 27, 2012, to December 20, 2012.

A local option sales tax is in force. Proceeds for this tax are remitted to the
City monthly and ars utilized te give property tax owners tax relief.

K. Capital Assets

Capital assets, which include property, plant, equipment and infrastructure
assets {roads, bridges, sidewalks and similar items}, are reported in the
applicable governmental or business-type activities columns in the government-
wide financial statements. FProperty, plant and eguipment, except for
infrastructure, with individual costs that equal or exceed 35,000 are recorded
as capital assets. Infrastructure with an individual cost that is egual to or
exceeds $5,000 is recorded as a capital asset. Capital assets are recorded at
cost or estimated historical cost if purchased or constructed. Donated capital
assets are recorded at their estimated fair value at the date of the donation.
The cost of normal maintenance and repairs that do not add to the waluve of the
asset or materially extend assets’ lives are not capitalized.

Major outlays for capital assets and improvements are capitalized as projects
are constructed. Interest incurred during the construction phase of capital
assets of business-type activities, net of related interest earned, is inciuded
as part of the capitalized wvalue of the assets constructed.

Property, plant and equipment of the primary government, as well as the
component units, are depreciated using the straight-line method over the
following estimated useful lives:

Estimated

Asset Class Useful Lives
Infrastructure 20-50
Building and improvements 20-50
Water and sewer distribution system 20-50
Vehicles 4
Furniture and fixtures 10
Equipment 7
Computer equipment 7

Heavy machinery 7
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Pursuant to GASB Statement No. 34, Phase 3 governments are not reguired to
report major general infrastructure assets retroactively. As a result, the
governmental activities column in the government-wide financial statements does
not reflect those infrastructure asset projects completed before July 1, 2003.
However, they do reflect those assets that were either completed during the
fiscal year or considered construction in progress at year end.

L. Accumulated Unpaid Vacation, Sick Pav, and Other Employee Benefit Amounts

The liability for compensated absences reported in the government-wide and
proprietary fund statements consists of unpaid, accumulated annual vacation. No
liability is recorded for nonvesting accumulating rights to receive sick pay
benefits. Governmental activities compensated absences balances are ligquidated
through the General Fund. Tt is the City’s policy to pay all annual vacation
prior to year end so no compensated absences are recorded.

M. Restricted Net Assets

Certain proceeds of Enterprise Fund revenue bonds, as well as certain resources
set aside for the repayment of the current portion of certain long-term
obligations, are classified as restricted net assets. At December 31, 2012,
restricted net assets consisted of $329,899 in the bond sinking funds and
amounts for the payment of customer deposits.

N. Fund Balance Presentation
fund balances of the Governmental Funds are classified as follows:

Nonspendable. This classification includes amounts that cannot be spent
because they are either {a) not in spendable form or {b) are legally or
contractually required te be maintained intact.

Restricted. This classification incliudes amounts that can be spent only
for specific purposes because of constitutional provisions or enabling
iegislation, or because of constraints that are externally imposed by
creditors, grantors, contributors cor the laws or regulations of other
governments.

Committed. This classification includes amounts that can be spent only
for specific purposes pursuant to constraints imposed by formal action of
the City. Such formal action may be in the form of an ordinance or
resolution and may only be modified or rescinded by a subsequent formal
action.

Assigned. This classificaticn includes amounts that are intended by the
City to be used for specific purposes, but are neither restricted nor
committed. Assignments may be made only by the governing body or
official.

Unassigned. This classification represents the residual positive balance
within the General Fund, which has not been restricted, committed or
assigned. In funds other than the General Fund, unassigned fund balances
are limited to negative residual balances.

The City uses restricted amounts first when both restricted and unrestricted
fund balances are avallable.
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0. GASB Statement No., 20 Election

Pursuant to the election option made avallable by GASB Statement No. 20,
Accounting and Financial Reporting for Proprietary Funds and Other Governmental
Entities That Use Preoprietary Fund Accounting, pronouncements of the Financial
Accounting Standards Board (FASB) issued after November 30, 1989, are not
applied in the preparation of the business-type activities and the enterprise
fund financial statements.

NOTE 2: STEWARDSHIP, COMFLIANCE AND ACCOURTABILITY

A, Deficit Fund Balances:

The City had no deficit fund balances at December 31, 2012.

B. Excess of expenditures over appropriations in individual departments:

The City had no departments with excess expenditures.

NOTE 3: DEPOSITS AND INVESTHENTS
Deposits and Investments

Statutes impose various restrictions on deposits and investments. These
restrictions are summarized below.

Deposits: All deposits with financial institutions must be collateralized in an
amount egual to 110% of uninsured deposits. A trust department must hold the
collateral. During the year, the value of the ccllateralized property was 110%
or more of uninsured deposits.

Investments: The City is authorized to make direct investments in U.S.
government, fedesral agency, and instrumentality obligations. In addition, the
City may invest in investment-grade bonds, commercial paper rated A-1 by
Standard & Poor, or P-1 by Moody's Commercial Paper Record, repurchase
agreements, and the state treasurer’s investment pool. When repurchase
agreements are executed, the fair vwalue of the securities must equal or exceed
the cost of the repurchase agreement.

The bank balances of the City's deposits with financial institutions were
$2,197,357. The bank balances are categorized as follows:

Deposits: The City’s deposits are categorized te give an indication of the
level of risk assumed by the City at fiscal year-end. The categories are

described as follows:

Category 1 - Insured or collateralized with securities held by the City or by
its agent in the City’'s name.

Category 2 - Collateralized with securities held by the pledging financial
institution’s trust department or agent in the City’s name.

Category 3 - Uncollateralized, including those collateralized with securities
held by the pledging financial institution, nct in the City’'s name.
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Deposits, categorized by level of risk are:

Bank
Balance Category
1 2 3
Governmental Activities $1,363,752 $1,363,752 50 $0
Business-Type Activities 833,605 833,605 0 o
Total $2,197,357 $2,197, 357 0 50

Restricted cash in the Enterprise Fund totaled $32%,899 for Debt Service.
NOTE 4: RECEIVABLES AND PAYABLES
Receivables

Receivables at December 31, 2012 were as follows:

Accounts  Taxes Total
Governmental activities:
General - net $ 9,058 5 0 5 9,058
Total governmental activities S 9,058 s 0 $ 9,058

Business-type activities:
Water and Sewsr - net S 92,069 s 82,068
Total business-type activities $ 92,069 $ 92,069

Payables at December 31, 2012 were as follows:

Vendors Total

Governmental activities:
General 8 252
Total governmental activities 5 252

Business-type activities:
Water and Sewer 3
Total business-type activities g 0
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NOTE 5: CAPITAL ASSETS

Capital asset activity for the vear ended December 31,

Primary Government

2012 was as follows:

Government activities - Net Assets Invested in Capital Assets Net of Related

Debts:

Not Being Depreciated:
Land

Being Depreciated:
Infrastructure
Buildings
Equipment

Vehicles

Totals

Less Accumulated Depreciation for:

Infrastructure
Buildings
Equipment
Vehicles

Totals
Depreciable - Net

Capital Assets - Net
Notes Payable

Capital Assets
Net of Related Debt

Beginning
Balance Increase
8 52,976 $ 0
318,858 21,294
403,540 23,463
671,239 11,325
648,925 34,721
2,642,562 90,803
212,934 23,504
83,221 10,675
557,292 33,826
494,364 49,064
1,347,811 117,069
1,294,751 (26,2606)
1,347,727 (26,266)
0 O
$1,347,727 § {26,266}

Decrease

$ 0

SO O OO

Ending
Balance

$

52,976

940,152
427,003
682,564
683,646

2,733,365

236,438

93,89¢
591,118
543,428

OO0 O O O

$

1,464,880

1,268,485

1,321,461

0

1,321,461

Current year increases in the accumulated depreciaticn of the capital assets

were allocated to the governmental functional activities as follows:

General government
Police

Public works

Total

s 17,117

29,228
70,724
5117,0869
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Business-type activities - Net Assets Invested in Capital Assets Net of Related

Debts:

Not Being Depreciated:

Land

Being Depreciated:
Buildings

System Improvements
Equipment

Tetals

Less Accumulated Depreciation for:

Buildings

System Improvements
Equipnent

Totals

Depreciable - Net

Capital Assets -~ Net
Notes Pavable
Revenue Bonds

Totals

Capital Assets
Net of Related Debt

Construction commitments

Beginning
Balance Increase
$ 100,000 S 0
200,000 0
12,555,195 85,744
495,983 0
13,251,188 85,744
126,644 5,000
4,378,305 340,133
386, 304 27,667
4,891,855 372,800
8,359,333 (287,056)
8,459, 333 {287,056)
320,551 G
3,045,781 o
3,366,332 O
$5,093,001 ${287,056)

Ending
Decrease Balance
S 0 100,000
0 200,000
0 12,640,939
0 495,593
0 13,336,932
0 131, 64¢
0 4,719,040
0] 413,969
0 5,264,655
8] 8,072,277
] 8,172,277
12,794 307,757
101,841 2,943,940
114,635 3,251,687
5 114,635 $4, 920,580

As of December 31, 2012, the City had no commitments with respect to unfinished

capital proiects.
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NOTE &é: INTERFUND BALANCES AND ACTIVITY

Interfund balances at December 31, 2012

Due to General Fund $ 30,760
Due from Proprietary Fund (30,760
5 0

The Interfund Ralances were for December 2012 water and sewer expenses
reimbursed in January 2013.

Transfers between funds during the year

Transfer from General Fund S{ 58,440)
Transfer to Capital Projects Fund 58,440
Transfer from Capital Projects Fund { 1,184}
Transfer to General Fund 1,184

5 0

The interfund transfer was to place remainder of SPLOST funds in the Capital
Projects Fund and transfer out the current expense.

Transfer to General Fund $ 14,845
Transfer from Special Revenue Fund (14,845}
$ 0

The interfund transfer was to place Hotel/Motel Tax collected into the General
Fund to pay tourism expenses.

NOTE 7: LONG-TERM CBLIGATIONS

Long-term debt of the proprietary fund outstanding at December 31, 2012,
consisted of a 1982 Issue with a balance of $168,500, a 1995 Issue with a
nalance of $1,160,041, a 1998 Issue with a balance of $1,270,581, a 2000 Issue
with a balance of $344,817, and a 2009 Note of $307,758. The annual
requirements to amortize all debt outstanding as December 31, 2012, including
interest, are as follows:

1982-A Bonds and 1982-B Bonds

Principal Interest Total

2013 $ 20,000 $ 12,000 5 32,000
2014 20,000 11,000 31,000
2015 20,000 10,000 30,000
2016 20,000 9,000 29,000
2017 25,000 8,000 33,000
2018 25,000 6,750 31,750
2019 25,000 5,500 30, 500
2020 13,500 4,250 17,750

Total $168, 500 $ 66,500 $235,000
Original Bond Amount $ 516,000
Interest Rate 5%
Date of Bond 12/08/1982
Purpocse of Bond Water & Sewer Upgrades
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1995-A Bonds and 19%5-B Bonds

Principal
2013 5 26,998
2014 28,523
2015 30,133
2016 31,835
2017 33,633
2018 35,533
2019 37,540
2020 39, 661
2021 41,9202
2022 44,269
2023 46,771
2024 49,414
2025 52,207
2026 55,157
2027 58,275
2028 61,569
2029 65,050
2030 68,728
2031 72,614
2032 76,721
2033 81,059
2034 85,644
2035 36,805
Total $1,160,041
Original Bond Amount 51,
Interest Rate
Date of Bond 3/

Purpose of Bonds

Interest

125,500 $340,000
5.625% 5,125%
15/1995 3/15/1995

Water Upgrades
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Total

80, 248
90, 548
90,948
90,948
90,948
90, 948
90,948
90,948
90,948
90, 948
90, 948
90, 948
90, 948
80,948
90,948
90, 948
90,948
90,948
96,948
90,948
90,948
20,248
37,677



1998-A Bonds and 1998-B Bonds

Principal Interest Total
5 s 3
2013 25,817 62,023 87,840
2014 27,104 60,736 B7,840C
2015 28,456 59,384 87,840
2016 29,874 57,966 87,840
2017 31,364 56,476 87,840
2018 32,927 54,913 87,840
2019 34,569 53,271 87,840
2020 36,292 51,548 87,840
2021 38,102 49,738 87,840
2022 40,001 47,839 87,840
2023 41,995 45, 845 87,840
2024 44,089 43,751 87,840
2025 46,287 41,553 87,840
2026 48,594 39,246 87,840
2027 51,017 36,823 87,840
2028 53,561 34,279 87,840
2029 56,231 31,609 87,840
2030 59,034 28,8006 87,840
2031 61,977 25,863 87,840
2032 65,067 22,773 B7,8490
2033 68,311 19,529 87,840
2034 71,716 16,124 87,840
2035 75,292 12,548 87,840
2036 79,045 8,795 87,840
2037 82,986 4,854 87,840
2038 40,873 4,698 45,571
Total $1,270,581 5 970,920 $2,241,571
Original Bond Amcunt 51,544,000
Interest Rate 4.875%
Date of Bond 2/27/1998
Purpose of Bond Sewer Upgrades
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2000 Bonds

Principal Interest Total
2013 5,944 16,448 22,392
2014 6,233 16,159 22,392
2015 6,537 15,855 22,392
2016 6,812 15,580 22,3%2
2017 7,186 15,206 22,3892
2018 7,535 14,857 22,392
2019 7,902 14,490 22,392
2020 8,247 14,145 22,392
2021 8, 688 13,704 22,392
2022 G,110 13,282 - 22,392
2023 9,553 12,8389 22,39%92
2024 9,984 12,408 22,392
202& 10,504 11,888 22,392
2026 11,015 11,377 22,392
2027 11,550 10,842 22,392
2028 12,084 1G, 308 22,382
2029 12,700 9,692 22,392
2030 13,318 9,074 22,392
2031 13, 966 8,426 22,392
2032 14,624 7,768 22,392
2033 15,356 7,036 22,392
2034 16,103 6,289 22,392
2035 16,887 5,505 22,3582
2036 17,695 4,697 22,392
2037 18,569 3,823 22,392
2038 19,4%2 2,920 22,392
2039 20,419 1,973 22,392
2040 21,410 982 22,392
2041 5,415 98 . 5,513
Total $344,817 5287,671 5632,488
Original Bond Amount $ 400,300
Interest Rate 4,75%
Date of Bond 10/10/2000
Purpose cf Bond Sewer Upgrades
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2009 Note

Principal Interest Total
2013 13,331 12,367 25,698
2014 13,885 11,813 25,698
2015 14,465 11,233 25,698
2016 15,066 10,632 25,698
2017 15,701 9,997 25,698
2018 16,355 9,343 25,698
201¢ 17,038 8,660 25,698
2020 17,747 7,951 25,698
2021 18,493 7,205 25,698
2022 19,264 6,434 25,698
2023 20,069 5,629 25,698
2024 20,905 4,793 25,698
2025 21,781 3,917 25,698
2026 22,691 3,007 25,698
2027 23,638 2,060 25,698
2028 24,625 1,073 25,698
2029 12,704 154 12,858
Total £307,758 5116, 268 5424,026
Original Loan Amount $ 350,335
Interest Rate 4.1 %
Date of Bond 6/01/2008
Purpose of Bond Sewer Upgrades
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Changes in Long Term Liabilities:

Beginning Additions Reductions Ending Due Within
One Year
Business Type Activities:
Bonds Payable
Rewvenue Bonds S 3,045,781 % 0 $101,842 $ 2,943,93% § 78,759
Notes Payable 320,551 o 12,783 307,758 13,331
Net Changes & 3,366,332 8 0 %$114,635 S 3,251,697 § 92,0090

NOTE 8: RETIREMENT BENEFITS
City of Folkston 401 (a) Plan (The Plan)

Plan description and funding reguirements. The Plan is a defined contribution
pensicon plan established by AXA Equitable and administered by AXA Advisors to
provide retirement benefits for all full-time City employees. Plan members are
allowed to make voluntary contributions to the Plan. The Plan allows, but does
not reguire, the City to contribute 4 percent of the annual covered payreoll of
plan participates. Plan provisions and centribution reguirements are
established by the Master Plan of the Equitable Life Assurance Society cf the
United States and may be amended by the Equitable Life Assurance Society of the
iinited States. All amendments must meet the acceptability of the Internal
Revenue Code. Total contributions for the vear ended December 31, 201z, were
329,745 by the City. Employees chose not to make any contributions during the
year,

NOTE 9: RISK MANAGEMENT

The City maintains third party coverage for claims arising from property and
casualty claims, general liability claims, and medical claims.

The City is exposed to warious risks of losses related to torts, thefts of,
damage te, and destruction of assets; errors and cmissions; injuries to
employees; and natural disaster. The City has joined the Gecrgia Interlocal
Risk Management Agency {GIRMA}. This membership allows the City to share
liability, crime, motor vehicle, and property damage risks.

Chapter 85 of Title 36 of the Official Code of Georgia Bnnotated authorizes
Georgia municipalities to form interlocal risk management agencies. GIRMA is a
city interlocal risk management agency to function as an unincorporated
nonprofit instrumentality of its member municipalities - GIRMA establishes and
administers one or more group self insurance funds and a risk management service
to prevent or lessen the incidence and severity of casualty and property losses
occurring in the operation of municipal government. GIRMA is to defend and
protect, in accordance with the member government contract and related coverage
descriptions, any member of GIRMA against liability or loss.
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The City must participate at all times in alt least one fund, which is
established by GIRMA. Other responsibilities of the City are as follows:

To pay all contributions, assessments or other sums due to GIRMA at such
times and in such amounts as shall be established by GIRHA.

To select a person to serve as a Member representative.

To allow GIRMA and its agents reascnable access to all facilities of the
City and all records, including but nct limited tec financial records,
which relate to the purposes of GIRMA.

To allow attorneys appointed by GIRMA to represent the City in
investigation, settlement discussions and all levels of litigation arising
out of any claim made against the City within the scope of loss protection
furnished by the Fund or Funds estaklished by GIRMA.

To assist and cooperate in the defense and settlement of claims against
the City.

To furnish full cooperation to GIRMA’s attorneys, c¢laims adjusters,
Service Company, and any agent, employee, officer or independent
contractor of GIRMA relating to the purposes of GIRMA.

To furnish to GIRMA such budget, operating and underwriting information as
may be regquested.

To report as prompily as possible, and in accordance with any coverade
descriptions issued, all incidents which could result in GIRMA or any fund
established by GIRMA being required to pay claim for loss or injuries to
municipal property when such loss or injury is within the scope of the
protection of a fund or funds in which the City participates.

The City retains the first $5,000 of each risk of loss in the form of &
deductible. The City files all claims with GIRMA. GIRMA bills the City
for any risk of loss up to the $3%,000 deductible.
Pursuant to the official Code of Georgia Annotated, the City of Folkston became
a member of GIRMA Workers’' Compensation Self-TInsurance Fund (WCSIF}. The
liability of the fund to the employees of the City of Folkston is specifically
limited to such obligations as are imposed by applicable state laws against the
employer or workers’ compensation and/or employer’s liability.

The Fund is fto 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 within the preview of the Worker’s Compensation Law of
Georgia, or on the basis of employer’'s liability, including suits or 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.

As a part of the WCSIF, the City is obligated to pay all coentributions and
assessments as prescribed by the risk pool, to cooperate with the pool’'s agents
and attorneys, to follow loss reduciion procedures established by the fund, and
to report as prompitly as possible, and in accordance with any coverage
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descriptions issued, all incidents which could result in the fund being required
to pay any claim of loss. The City is also to allow the pool’s agents and
attorneys to represent the City in any investigation, settlement discussions and
all levels of litigation arising out of any claim made against the City within
the scope of protection furnished by the fund.

gettled claims in the past three years have not exceeded the coverages.

NOTE 10: COMMITHMENTS AND CONTINGENCIES
Contingent Liabilities

The City participates in a number of federal and state assisted grant programs.
Expenditures financed by grants are subject to audit by the appropriate grantor
government. [f expenditures are disallowed due to noncompliance with grant
program regulations, the City may be required to reimburse the grantor
government. The amount, if any, of disallowed expenditures discovered in future
audits is expected to be immaterial. ‘

Litigation

Based on the advice of the City attorney, there were no material claims
outstanding against the City at December 31, 201z,

NOTE 11: RECONCILIATION OF TOTAL EXPENDITURES TO TOTAL EXPENSES
GOVERNMENTAL ACTIVITIES

wrotal expenditures” for governmental funds $1,565,832 ciffers from “Total
expenses” for activities $1,592,098 reported in the Statement of Activities.
The differences primarily arise from the long-term econonic focus of the
Statement of Activities versus the current spending focus of the governmental
funds and expenses in the Statement of Activities are revealed in the table
helow. Detailed explanations of certain net or combined adjustments are also
provided below.

Government Capital Statement of

Fund Related Activities
Expenditures Items ___Expenses

Current Operating:
General government $ 362,203 s ( 6,346) S 355,857
Public safety 524,755 { 5,483) 519,262
Public works 660, 680 38,105 658,785
Culture and recreation 18,194 0 18,194
Cemmunity development 0 0 0
Capital Cutlay 0 G 0
Totals 51,565,832 26,266 $1,592,098
{Page 13} (Page 29} {Page 10)
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NOTE 12: JOINT VENTURES
Southern Georgia Regional Commission (SGRC)

The City of Folkston, Georgia, along with the cities and counties in the eight
county Southeast Georgia area, is a member of the Scuthern Georgia Regional
Commission (SGRC). Hembership in a SGRC is automatic for each municipality and
county in the state. The Official code of Georgia Section 50-8-34 (Georgia
Planning Act of 1989) provided for the organizational structure of the SGRC,
Fach county and municipality in the state is required by law to pay minimum
annual dues to the SGRC. The Board of the SGRC is comprised of not less

than two or more than five representatives of esach member county served by the
SGRC. The manner of selecting such representatives from each member county is
as follows:

2. The chief elected official or the chair of the board of commissioners of
each county served by the SGRC shall be a member (or a designated
government official).

b. One elected or appeinted municipal govermment official from each city
served by the SGRC. The mayors of the municipalities in such county shall
select the municipal representative of that county.

¢. Not less than ten or more than twenty public members.

d. A minority representation, the percentage of which is at least equal to the
minority population of the geographical region served by the Board, as
established by the latest United States Census.

The Georgia Planning Act of 1389 (OCGA 50-8-34) defines SGRC as “public agencies
and instrumentalities of their members”. Georgia laws alsc provide that the
member governments are liable for any debts or obligations of a SGRC beyond its
resources. (OCGA 50-8-3G.1) '

Complete financial statements of the Southern Georgia Regional Commission can be

obtained directly from the SGRC’s administrative office at 3395 Harris Road,
Waycross, Georgia.
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REQUIRED SUPPLEMENTARY INFORMATION
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CITY OF FOLKSTON,

GECRGIA

BUDGETARY CCOMPARISON SCHEDULE -~ GENERAL FUND

FOR THE YEAR ENDED DECEMBER 31, 2012
Actual Variance
Budgeted Amounts {Budgetary with
Criginal Final Basgisg) Final
Revenues
Taxes $1,252,433 $1,252,433 $1,226,580 § {25,853)
Fines and forfeitures 124,500 124,500 134,939 10,439
Licenses and permits 32,700 32,700 32,595 { 105}
Intergovernmental 200, 0060 200,000 0 {200, 000}
Charges for services 142,200 142,200 138,819 {3,381)
Investment earnings 8,400 8,400 1,382 (7,018}
Miscellaneous 23,300 23,300 28,709 5,409
Total Revenues 1,783,533 1,783,533 1,563,024 (220,508)
Expenditures
Current:
General government 378,129 364,004 362,203 1,801
Public safety 548,820 548,820 524,755 24,065
Public works 831,829 945,079 660, 680 284,399
Culture & recreation 84,755 85,630 18,194 77,436
Community development 0 . 0 0 0
Capital Outlay 0 0 0 0
Total Expenditures 1,953,533 1,953,533 1,565,832 387,701
Excess of revenues
over {under) expenditures {170,000) (170,000} {2,808) (167,192}
Other Financing Sources (Uses)
Transfers in 170,000 170,000 16,029 (153,971
Transfers {(out) 0 Q { 58,440} { 58,440}
Total Cther Financing 170,000 170,000 { 42,4113} (212,411)
Net Change in Fund Balance 0 4] { 45,219) ${ 45,219)
Fund Balance beginning 0 0 1,391,281
Fund Balance ending ot 0 8 0 $1,346,062

Note to RSI:

Budget is prepared using the accounting principles generally accepted in
the United States of America.
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STATE OF GEORGIA HOTEL/MOTEL TAX
FOR THE YEAR ENDED DECEMBER 31, 2012

Total Funds Expended for Tourism $ 23,513
Revenue from Hotel/Motel Tax 14,845
Expenditures as a Percentage of the Revenue 158%

During the year ended December 31, 2012, the City of Folkston, Georgia, complied
with OCGA 48-31-31 in regards to spending of the Hotel/Motel Tax as shown above.
The expenditures were audited as part of the audit of the City of Folkston,
Georgia with no errors found.
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CITY OF FOLKSTON, GEORGIA
FOR THE YEAR ENDED DECEMBER 31, 2012

SCHEDULE OF PROJECTS CONSTRUCTED
WITH SPECIAL PURPOSE LCCAL, OPTION
SALES TAX PROCEEDS

Percentage
SPLOST 2007 Budget Beginning Additions Ending Complete
Renovations,
Improvement,
And Expansion
Of the Sewer
System $ 200,000 $ 141,360 % 1,184 s 142,744 71%

8200, 000 was received from Charlton County in November 2008, for the entire
amount of the SPLOST funds. 2As of December 31, 2012, the remainder of the funds
is being held in a separate account. The SPLOST proceeds are used completely for
sewer system improvements in the Water and Sewer Enterprise Fund.
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DONAID G. CREWS, CPA, PC
3924 MAIN STREET
FOLKSTON, GEORGIA 31537
TELEPHONE (912) 496-2587

REPORT ON INTERNAL CONTROL QVER FINANCIAL REPCRTING AND ON COMPLIANCE
BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS

Independent Auditors' Report

City Council
City of Folkston
Folkston, Georgia

I have audited the governmental activities, the business-type activities, each
major fund, and the remaining fund information of City of Folkston, Georgia as
of and for the year ended December 31, 2012, which collectively comprise City of
Folkston's basic financial statements and have issued my report thereon dated
June 18, 2013. I have conducted my audit in accordance with auditing standards
generally accepted in the United States of America and the standards applicable
te 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 my audit for the vear ended December 31, 2012, I
considered the City's internal control over financial reporting as a basis for
designing my auditing procedures for the purpose of expressing my cpinicn on the
financial statements, but not for the purpose of expressing an opinion on the
effectiveness of the City’s internal control over financial reporting.
Rocordingly, I do not express an opinion on the effectiveness of the City’'s
internal control over financial reporiing.

My consideration of internal control over financial reporting was for the
limited purpose described in the first paragraph of this section and was not
designed to identify all deficlencies in internal control over financial
reporting that might be significant deficiencies or material weaknesses and,
accordingly, would not necessarily disclose all significant deficiencies that
are also considered to be material weaknesses, as defined below.

A control deficiency exists when the design or operation of a contrel 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 contrel deficiency, or combination of control deficiencies, that
adversely affects the City of Folkston, Georgia’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 City of Folkston, Georgia's financial
statements, that is more than inconsequential will not be prevented or detected
by the City of Folkston, Georgia’s internal control.
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A material weakness is a significant deficiency, or combination of significant
deficiencies, that results in more than a remote likelihood that z material
misstatement of the financial statements will not be prevented or detected by
the City of Folkston, Gecrgia’s internal control.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether City of Folkston's
financial statements are free of material misstatement, I performed tests of
compliance with certain provisions of laws, regqulations, contracts, and grant
agreements, noncompliance with which could have a direct and material effect of
the determination of financial statement amounts. However, providing an copinion
cn compliance with those provisions was not an objective of my audit and,
accordingly, I do not express such an opinion. The results of my tests
disclosed no instances of noncompliance that are required tc be reported under
Government Auditing Standards.

This report is intended for the information of the Mayor and Council, management
and federal awarding agencies, and is not intended to be and should not be used
by anyone other than these specific parties.

Donald (§. Crews, CPH

Donald G. Crews, CFPA
Folkston, Georgia
June 18, 2013

46



