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INDEPENDENT AUDITOR’S REPORT

To the City Council
City of Nicholls, Georgia

I have audited the accompanying financial statements of the governmental activities, the business-type
activities, each major fund and the aggregate remaining fund information of the City of Nicholls, Georgia, as of
and for the year ended June 30, 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 of Nicholls, Georgia’s
management. My responsibility is to express opinions on these financial statements based on my audit

I conducted my audit in accordance with auditing standards generally accepted in the United States of America
and the standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States. Those standards require that I 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. I believe that my audit provides a reasonable
basis for my opinions. '

In my opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities, the business-type activities, each major fund and the aggregate
remaining fund information of the City of Nicholls, Georgia as of June 30, 2012, and the respective changes in
financial position, and where applicable, cash flows thereof for the year then ended in conformity with
accounting principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, 1 have also issued a report dated January 31, 2013 on my
consideration of the City of Nicholls, Georgia’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
purpose of that report is to describe the scope of my testing of internal control over financial reporting and
compliance and the results of that testing, and not to provide an opinion on the internal control over financial
reporting or on compliance. That report is an integral part of an audit performed in accordance with Government
Auditing Standards and should be considered in assessing the results of my audit. '



To the City Council
The City of Nicholls, Georgia

INDEPENDENT AUDITOR’S REPORT, continued

The City of Nicholls, Georgia has not presented Management’s Discussion and Analysis that accounting
principles generally accepted in the United States of America have determined is necessary to supplement,
although not required to be part of, the basic financial statements.

Budgetary comparison information on pages 30 through 32 are not a required part of the basic financial
statements but are supplementary information required by accounting principles generally accepted in the
United States of America. I have applied certain limited procedures, which consisted principally of inquiries of
- management regarding the methods of measurement and presentation of the required supplementary
information. However, 1 did not audit the information and express no opinion on it.

My audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the City of Nicholls, Georgia’s basic financial statements. The combining, individual major and
nonmajor fund financial statements and schedules listed in the table of contents are presented for purposes of
additional analysis and are not a required part of the basic financial statements. The schedule of projects
undertaken with special sales tax proceeds, the individual major and nonmajor fund financial statements and
schedules listed in the table of contents have been subjected to the auditing procedures applied in the audit of
the basic financial statements and, in my opinion, are fairly stated in all material respects in relation to the basic
financial statements taken as a whole. ' '

EMZ/W oA

- Alma, Georgia
January 31, 2012
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City of Nicholls, Georgia
Statement of Net Position
June 30, 2012

Assets
Current Assets
Cash and cash eguivalents (Note 3-A)
Receivables:
Accounts
Property taxes
Interfund
Intergovernmental
Prepaid items

Total Current Assets

Non-current Assets

Capital assets (Note 3-D)
Nondepreciable
Depreciable, net

Total Non-current Assets

Total Assets

Liabilities
Current Liabilities
Accounts payable

Other payables

Payable from restricted assets:
Accrued interest
Revenue bonds payable, current
Customer deposits
Notes payable due within one year

Total Current Liabilities

Long-Term Liabilities (Note 3-G) (net of current portion)
Notes payable
Revenue bonds payable

Total Long-Term Liabilities

Total Liabilities

Net Position
Invested in capital assets, net of related debt (Note 3-H)
Resfricted for:
Capital projects
Debt service
Unrestricted:
Total Net Position

See accompanying notes to the basic financial statements.

Primary Government
Governmental Business-Type
Activities Activities Total
3 423518 - 435,065 858,683
44,737 53,060 87,797
9,281 - 9,281
91,563 (91,583) -
44,201 - 44 201
4,248 2,139 6,387
617,548 398,701 1,016,249
67,862 - 67,862
1,448,486 9,350,283 10,796,769
1,514,348 9,350,283 10,864,631
2,131,896 9,748,984 11,880,380
15,946 10,705 26,651
33,909 1,372 35,281
- 5,400 5,400
- 66,488 66,488
- 18,190 18,190
- 48 500 48,500
49,855 150,655 200,510
- 417,241 417.241
- 2,978,383 2,978,383
- 3,395,624 3,395,624
49,855 3,548,279 3,596,134
1,514,348 5,839,671 7,354,019
8,346 - 8,346
- 284,054 284,054
550,347 78,980 638,327
3 2,082,041 6,202,705 8,284,746
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City of Nicholls, Georgia
Balance Sheet
Governmental Funds
June 30, 2012

Assets
Cash and cash equivalents
Receivables:
Accounts
Property taxes
Intergovernmental
Interfund
Prepaid items

Total Assets

Liabilities and Fund Balances

Liabilities
Accounts payable
Other payables
Interfund payables
Deferred revenue

Total Liabilities

Fund Balances
Nonspendable
Restricted for:
Capital projects
Unrestricted:
Assigned:
Housing and Development
Public Safety
Public Works
Unassigned

Teotal Fund Balances

Total Liahilities and Fund Balances $

Other Total
Governmental Governmental
General Funds Funds
3 401,490 & 22028 § 423 518
44,737 - 44,737
9,281 - 9,281
44 201 - 44,201
100,063 - 100,063
4,248 - 4,248
$ 604,020 § 22028 § 625,048
15946 % - % 15,946
33,909 - 33,909
- 8,500 8,500
9,089 - 9,089
58,944 8,500 67,444
4,248 - 4,248
- 16,846 16,846
- 5,182 5,182
7,764 - 7,764
7,208 - 7,208
525,856 {8,500) 517,356
545,076 13,528 558,604
604,020 $ 22028 §$ 626,048

See accompanying notes to the basic financial statements. -



City of Nicholls, Georgia
Reconciliation of the Governmental Funds Balance Sheet
to the Government-Wide Statement of Net Position
June 30, 2012

Total Governmental Fund Balances $ 558604

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

Capital assets used in governmental activities are not current
financial resources and therefore are not reported in the funds.

Cost of capital assets $ 2,199,160
Less accumulated depreciation ' (684,812) 1,514,348
Cther assets are not available to pay for current period
expenditures and therefore are deferred in the funds. 8,089
Net Position of Governmental Activities ' $ 2,082,041

See accompanying notes to the basic financial statements.
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City of Nicholls, Georgia

Statement of Revenues, Expenditures and Changes in Fund Balances
Governmental Funds

For the Year Ended June 30, 2042

Other Total
Governmental Governmental
General Funds Funds
Revenues

Taxes $ 378,355 § - 5 378,355

Licenses and permits 12,910 - 12,910

intergovernmental 259,292 47,668 306,960

Charges for services 116,033 - 116,033

Fines and forfeitures 41,935 - 41,935

Investment earnings 1,600 5 1,605

Miscellaneous 13,220 1,540 14,830
Total Revenues 823,416 49,213 872,629
Expenditures:

Current; ‘

General government 109,009 - 109,009
Judiciary 19,959 - 19,959
Public safety 345,845 - 345,845
Public works 272,243 - 272,243
Culture and recreation 13,056 - 13,056
Housing and development 7,453 - 7,453

Capital outlay - 40,382 40,382
Total Expenditures 767,565 40,382 807,947
Excess (Deficiency) of Revenues

Over Expenditures 55,851 8,831 64,682
Other Financing Scurces (Uses):

Transfers InfOut 48 976 {46,976) -
Net Change in Fund Balances 102,827 (38,145) 64,682
Fund Balances, Beginning of Year 442,249 51,673 493,922
Fund Balances, End of Year $ 545076 3 13528 $ 558,604

See accompanying notes to the basic financial statements.
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City of Nicholls, Georgia

Reconciliation of the Statement of Revenues, Expenditures and Changes in Fund Balances

of Governmental Funds to the Government-Wide Statement of Activities
For the Year Ended June 30, 2012

Net Change in Fund Balances - Total Governmental Funds

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

Governmental funds report capital outlays as expenditures on the governmental

fund type operating statement. However, in the statement of activities

the cost of those assets is allocated over their estimated useful lives

as depreciation expense. This is the amount by which the capitalized capital outlays

exceeded depreciation expense in the current period.
Depreciation expense ' $ (63447
Capital outlay 40,382

Revenues reported in the statement of activities that do not provide current

financial resources are not reported as revenues at the fund financial

reporting level.
Property taxes:
Deferred at 06/30/11 $ (6,296)
Deferred at 06/30/12 9,089

$ 64,682

(23,065)

2,793

Change in Net Position of Governmental Activities

See accompanying notes to the basic financial statements.
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City of Nicholls, Georgia
Proprietary Funds
Statement of Net Position
June 30, 2012

Assets
Current Assets:
Cash and cash equivalents
Accounts receivable, net
Restricted assets:
Bond contingency - cash
Customer deposits

Prepaid items
Total Current Assets

Capital Assets:
Depreciable

Total Assets

Liabilities
Current Liabilities:
Accounts payable
Accrued expenses
Interfund payable
Payable from restricted assets:
Accrued interest

Note payable, current
Revenue bonds payable, current
Customer deposits

Total Current Liabilities

Long-term Liabilities:
Note payable, net of current portion
Revenue bonds, net of current portion
Total Long-term Liabilities

Total Liabilities

Net Position

Invested in capital assets, net of related debt
Restricted for debt service

Unrestricted

Total Net Position

Ses accompanying notes to the basic financial statements.
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Business-Type Activities -
Enterprise Funds

Water

and Sewer Total
$ 127421 $ 127,421
53,060 53,060
289,454 289,454
18,190 18,190
2,139 2,139
490,264 490,264
9,350,283 9,350,283
9,840,547 9,840,547
10,705 10,705
1,372 1,372
91,563 91,563
5,400 5,400
48,500 48,500
66,488 66,488
18,190 ____ 18,190
242,218 242 218
417,241 417,241
2,978,383 2,978,383
3,395,624 3,395,624
3,637,842 3,637,842
5,839,671 5,839,671
284,054 284,054
78,980 78,980
$ 6,202,705 $ 6,202,705



City of Nicholls, Georgia
Proprietary Funds
Statement of Revenues, Expenses and Changes in Fund Net Position

For the Year Ended June 30, 2012

Operating Revenues
Water billings

Sewer billings

Total Operating Revenues

Operating Expenses
Salaries and wages

Group insurance

Payroli taxes
Retirement contributions
Workers compensation
Employee Benefits
Professional services

Repairs and maintenance
Equipment Rental
Insurance

Advertising

Dues & Subscriptions
Training

Water testing and fees
Operating supplies
Utilities

Vehicle Operations
Bad debts
Depreciation

Total Operating Expenses
Operating Income (Loss)
Non-operating Revenues (Expenses):

Interest expense
Interest income

Total Non-operating Revenues (Expenses)

Change in Net Position
Net Position, Beginning of Year

Net Position, End of Year

See accompanying notes to the basic financial statements.

Business-Type Activities -
Enterprise Funds

Water
and Sewer Total
$ 258,086 $ 258,086
421,539 _ 421,539
679,625 679,625
153,636 163,636
37,653 37,653
10,221 10,221
15,670 15,670
5,722 5,722
1,860 1,860
10,453 10,453
32,346 32,346
1,200 1,200
7,194 7,194
669 669
325 325
28 28
23,469 23,469
17,497 17,497
75,604 75,504
11,324 11,324
6,504 6,594
337,257 337,257
748,621 748,621
{68,996) (68,996)
(159,479) {159,479}
1,708 1,708
{157,771) (157,771
{226,766) (226,7686)
6,429,471 6,429,471
$ 6,202,705 $ 6,202,705



City of Nicholls, Georgia
Proprietary Funds
Statement of Cash Flows
For the Year Ended June 30, 2012

Cash Flows from Operating Activities
Cash received from customers
Cash payments to suppliers for goods and services
Cash payments to employees for services
Payment of customer deposits, net

Net Cash Provided (Used) by Operating Activities

Cash Flows from Non-capital Financing Activities
Increase in interfund loan payable
Net Cash Provided (Used) by Non-capital Financing Activities

Cash Flows from Capital and Related Financing Activities
Principal paid on capital debt
Acquisition of capital assets
Interest paid on capital debt

Net Cash Used by Capital and Related Financing Activities

Cash Flows from Investing Activities
Interest on cash and cash equivalents
Net Cash Provided by Investing Activities

Net Increase (Decrease) in Cash and Cash Equivalents

Cash and Cash Equivalents, Beginning of Year
Cash and Cash Equivalents, End of Year

Reconciliation of Operating Income to Net Cash
Provided by Operating Activities:
Operating income (loss)
Adjustments to reconcile operating income to net cash
provided by operating activities:
Depreciation expense
Changes in assets and liabilities:

Receivables, net

Prepaid items

Accounts payabie

Accrued expenses
Customer deposits payable

Net Cash Provided by (Used in) Operating Activities

See accompanying notes to the basic financial statements.
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Business-Type Activities -
Enterprise Funds

Water
and Sewer Total
$ 655,786 $ 655786
(177,0986) (177,096)
(223,975) (223,975)
8,085 8,065
262,780 262,780
9,127 9,127
9,127 9,127
(108,667) (108,667)
(159,944) (159,944)
(268,611) (268611)
1,708 1,708
1,708 1,708
5,004 5,004
430,061 430,061
$ 435,065 $ 435065
$ (68,996) $ (68,996)
337,257 337,257
(17,245) (17,245)
2,657 2,657
255 255
787 787
8,065 8.065
$ 262,780 $ 262,780



City of Nicholls, Georgia
Notes to the Basic Financial Statements
For the Year Ended June 30, 2012
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City of Nicholls, Georgia
Notes to the Basic Financial Statements
For the Year Ended June 30, 2012

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The City of Nicholls, Georgia was incorporated under the laws of the State of Georgia, and operates under a mayor-
council form of government. The Mayor and a five member council govern the City and are elected to four-year terms,

The financial statements of the City have been prepared in conformity with accounting principles generally accepted in
the United States (GAAP) as applied to governments. The Governmental Accounting Standards Board (GASB) is the
accepted standard-setting body for governmental accounting and financial reperting. The City also applies Financial
Accounting Standards Board (FASB) statements and interpretations issued on or before November 30, 1989, to its
governmental activities at the government-wide financial reporting level and to its enterprise fund, provided they do
not conflict with or confradict GASB pronouncements. The City does not follow subsequent private-sector guidance.

The more significant of the City's accounting policies are described below.
1-A. Reporting Entity

The financial reporting entity consists of (a) primary government, (b) organizations for which the primary government
is financially accountable and (¢} other organizations for which the nature and significance of their relationship with the
primary government are such that exclusion would cause the reporting entity’s financial statements to be misleading
or incomplete. The primary government is financially accountable if it appoints a voting majority of the organization's
governing body and (a) it is able fo impose its will on that organization or {b) there is a potential for the organization to
provide specific financial benefits to, or impose specific restrictions on, the primary government. The primary
government may be financially accountable if an organization is fiscally dependent on the primary government
regardless of whether the arganization has (a) a separately elected governing board, (b} a governing body appointed
by a higher level of government, or (¢) a jointly appointed board.

Based upon the above criteria for component units, the City has no component units that should he discretely
presented. ,

1-B. Government-wide and Fund Financial Statements

The government-wide financial statements (i.e., the Statement of Net Position and the Statement of Activities) report
information on ail the non-fiduciary activities of the primary government. For the most part, the effect of interfund
activity has been removed from these statements. Governmental activities, which are normally 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.

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

Major individual governmental funds are reported as separate columns in the fund financial statements.
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City of Nicholls, Georgia
Notes to the Basic Financial Statements
For the Year Ended June 30, 2012

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

1-C. Measurement Focus, Basis of Accounting, and Financial Statement Presentation

The government-wide financial statements are reported using the economic resources measurement focus and the
accrual basis of accounting, as are the proprietary fund financial statements. Revenues are recorded when earned
and expenses are recorded when a liability is incurred, regardless of the timing of related cash flows. Property taxes
are recognized as revenues in the year for which they are levied. Grants and similar items are recognized as revenue
as soon as all eligibility requirements imposed by the provider have been met.

Governmental fund financial statements are reported using the current financial resources measurement focus and
the modified accrual basis of accounting. Revenues are recognized as soon as they are both measurable and
available. Revenues are considered to be available when they are collectible within the current period or soon encugh
thereafter to pay liabilities of the current period. For this purpose, the government considers revenues to be available
if they are collected within 60 days of the end of the current year. Expenditures generally are recorded when a liability
is incurred, as under accrual accounting. However, debt service expenditures, as well as expenditures related to
compensated absences and claims and judgments, are recorded only when payment is due.

Property taxes, sales taxes, licenses, water and sewer charges and interest associated with the current year are all
considered fo be susceptible to accrual and so have been recognized as revenues of the current year. All other
revenue items are considered to be measurable and available only when cash is received by the government.

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

General Fund - The General Fund is the main operafing fund of the City. The General Fund is used to
account for all financial resources except those required to be accounted for in another fund.

Proprietary Funds are accounted for using economic resources measurement focus and the accrual basis of
accounting. The accounting objectives are determinations of net income, financial position and cash flow. All assets
and liabilities are included on the Statement of Net Position. The City has presented 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, operations 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 principal and interest for water and sewer debt. All cosis
are financed through charges fo utility customers with rates reviewed regularly and adjusted if necessary to
ensure integrity of the fund.

Proprietary funds distinguish operating revenues and expenses from non-operating items. Operating revenues and
expenses generally result from providing services and producing and delivering goods in connection with a proprietary
fund’s principal ongoing operations. Operating expenses for the proprietary funds include the cost of personnel and
contractual services, supplies and depreciation on capital assets. All revenues and expenses not meeting this
definition are reported as non-operating revenues and expenses.
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City of Nicholls, Georgia
Notes to the Basic Financial Statements
For the Year Ended June 30, 2012

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Non-current governmental assets/liabilities:

GASB Statement 34 eliminates the presentation of account groups, but provides for these reports to be maintained
and incorporates the information into the governmental column in the government-wide statement of net position.

As a general rule, the effect of inter-fund activity has been eliminated from the government-wide financial statements.
An exception of this general rule is payments-in-lieu of taxes. Elimination of these charges would distort the direct
costs and program revenues reported for the various functions concerned.

Amounts reported as program revenues include 1) charges fo customers or applicants for goods, services, or
privileges provided, 2) operating grants and contributions, 3) capital grants and contributions, including special
assessments. Internally dedicated resources are reported as general revenues rather than as program revenues.
Likewise, general revenues include all taxes.

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

1-D. Assets, Liabilities, and Net Position or Equity
1-D-1. Deposits

The City has defined cash and cash equivalents to include cash on hand, demand deposits, amounts with
fiscal agents and investments with an original maturity of three months or less. Time deposits are classified as
cash and cash equivalents without regard to maturity date.

Statutes authorize the City to invest in obligations of the U.S. Treasury, other U.S. Government agencies, the
State of Georgia, other counties, municipal corporations and political subdivisions of the State of Georgia and
pooled investment programs sponsored by the State of Georgia for the investment of local government funds.

The City, during the year, invested funds in demand deposits of local banks. Investments are stated at cost.
1-D-2. Receivables

In the fund financial statements, material receivables in governmental funds include revenue accounts such
as property taxes, grants and other similar intergovernmental revenues since they are both measurable and
available. Non-exchange transactions collectible but not available are deferred in the fund financial
statemenis in accordance with modified accrual, but not deferred in the government-wide financial statements
in accordance with the accrual basis of accounting. Accounts receivable represent the majority of proprictary
fund receivables. Allowances for uncollectible accounts receivable are based upon historical trends and the
periodic aging of accounis receivable. All trade and property tax receivables are shown net of an allowance
for uncollectibles, where applicable.

1-D-3. Inventories and Prepaid tems

The costs of inventories are recorded as expenditures when purchased in all funds. The costs of inventories
at year end, if any, are nof considered material to the financial statements.

Payments made to vendors for services that will benefit future accounting periods are recorded as prepaid
itemns in both the government-wide and fund financial statements.
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City of Nichells, Georgia
Notes to the Basic Financial Statements
For the Year Ended June 30, 2012

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

1-D-4. Restricted Assets

Proceeds from certain revenues and other resources in the Water and Sewer Fund, Special Revenue Funds
and Capital Project Funds are classified as restricted assets on the balance sheet because their use is limited
by applicable statutes or agreements. When an expense is incurred for which both restricted and unrestricted
net position are available, restricted resources are applied first.

1-D-5. Capital Assets

Capital assets purchased by the government fund types are recorded as expenditures at the time of
purchase. Such assets are capitalized at cost if a unit cost is $5,000 or more in the general capital assets.
The City's policy is to capitalize significant interest costs incurred during construction as a part of the
cost of capital assets. Gifts or contributions are recorded at their estimated fair market value on the date
donated.

The costs of normal maintenance and repairs that do not add to the value of the asset or materially
extend asset lives are not capitalized.

Depreciation on all assets is provided using the straight-line method over the following estimated useful

lives:
Assets Years
Buildings 25-50
Water and sewer system 10-40
Improvements 25
Equipment, vehicles and furniture 7-10
Infrastruciure 25-50

General infrastructure assets acquired prior to July 1, 2003 are not reported in the basic financial statements.
General infrastructure assets include all roads and other infrastructure assets acquired subsequent to July 1,
2003.

1-D-6. Compensated Absences

Full-time, permanent employees are granted vacation benefits to specified maximums depending on tenure
with the City. Sick leave accrues to full-time, permanent employees to specified maximums. Generally, after
one year of service, employees are entitled to a percentage of their sick leave balance and all accrued
vacation leave upon termination.

The estimated current portion of the liability for vested vacation and sick leave benefits atiributable fo the
City's governmental funds is recorded as an expenditure and liability in the respective funds. The amounts
attributable to the proprietary fund are charged to expense and a corresponding liability.

1-D-7. Long-term Obligations

In the government-wide financial statements and proprietary fund types in the fund financial statements, long-
term debt and other long-term obligations are reported as liabilities in the applicable governmental activities,
business-type activities, or proprietary fund type statement of net position. Bond premiums and discounts, as
well as issuance costs, are deferred and amortized over the useful life of the bonds using the straight-line
method. Bonds payable are reported net of the applicable bond premium or discount. Bond issuance costs
are reported as deferred charges and amortized over the term of the related debt.

In the fund financial statements, governmental fund types recognize bond premiums and discounts, as well as
bond issuance costs, during the current period. The face amount of debt issued is reported as other financing
resources while discounts on debt issuances are reported as other financing uses. Issuance costs are
reported as debt service expenditures.
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City of Nicholls, Georgia
Notes to the Basic Financial Statements
For the Year Ended June 30, 2012

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

1-D-8. Fund Equity

Fund equity at the governmental fund financial reporting level is classified as "fund balance.” Fund equity for all
other reporting is classified as “net position.”

Fund Balance — Generally, fund balance represents the difference between the current assets and current
liabilities. Amounts are classified as nonspendable, restricted, committed, assigned, or unassigned. Fund
considered to be nonspendable are items that are not available to fund expenditures, such as fund balance
associated with inventories or prepaid expenses. The City's nonspendable fund balance totaled $4,248 and is
comprised of prepaid expenses. The resfricted fund balance category includes amounts that can be spent only for
the specific purposes stipulated by constitution, and external resource provider, or through enabling legislation.
The committed fund balance classification includes amounts that can be used only for the specific purpose
determined by a formal action of the government's highest level of decision-making authority. Amounts in the
assigned fund balance classification are intended fo be used by the government for specific purposed but do not
meet the criteria to be classified as restricted or committed. Assigned fund balance may be assigned by the City
Council or a designee to whom the Council delegates authority. Assigned fund balance is established by the
Council through adoption or amendment of the budget as intended for a specific purpose. In governmental funds
other than the general fund, assigned fund balance represents the remaining amount that is not restricted or
committed.

Unassigned fund balance is the residual classification for the government's general fund and includes all
spendable amounts not contained in the other classifications. In other funds, the unassigned classification should
be used only to report a deficit balance resulting from overspending for specific purposes for which amounts had
been restricted, committed, or assigned. The City applies restricted fund balance first when an expense is

incurred for purposes for which both restricted and unrestricted fund balances are available. Additionally, the City

would first use committed, then assigned, and lastly unassigned amounts of unrestricted fund balance when
expenditures are incurred.

In the fund financial statements, governmental funds report reservations of fund balance for amounts that are
not available for appropriations or are legally restricted by outside parties for use for a specific purpose.
Designations of fund balance represent tentative management plans that are subject to change.

In the government-wide financial statements, equity is classified as net position and displayed in three
components as follows:

a. Invested in capital assets, net of related debt consists of capital assets, including restricted capital
assets, net of accumulated depreciation and reduced by the outstanding balances of any bonds,
mortgages, notes, or other borrowings that are attributable to the acquisition, construction, or
improvement of those assets.

b. Restricted net position consist of net assets with constraints placed on the use either by (1) external
groups such as creditors, grantors, contributors, or laws or regulations of other governments; or (2)
law through constitutional provisions or enabling legislation.

c. Unrestricted net position consist of all other assets that do not meet the definition of “restricted” or
“‘invested in capital assets, net of related debt”.

The City applies restricted resources first when an expense is incurred for purposes for which both restricted and
unrestricted net position is available.
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City of Nicholls, Georgia
Notes to the Basic Financial Statements
For the Year Ended June 30, 2012

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
1-D-9. Revenues, Expenditures, and Expenses
a. Operating and non-operating revenues and expenses

Operating revenues and expenses for proprietary funds are those that result from providing services
and producing and delivering goods or services. Also included are all revenues and expenses not
related to capital and related financing, non-capital financing, or investing activities. All revenues and
expenses not meeting this definition are reported as non-operating revenues and expenses. When
both restricted and unrestricted resources are available for use, the City's policy is to use

restricted resources first, then unrestricted resources as needed.

b. Expenditures/expenses

in the government-wide financial statements, expenses are classified by function for governmental
activities. Administrative overhead charges are made to various functions and are included in direct
expenses. In the fund financial statements, governmental fund expenditures are classified by
character i.e. current (further classified by function), debt service, and capital outlay. Proprietary fund
expenses are classified as operating and non-operating.

In the fund financial statements, governmental funds report expenditures of current financial
resources. Proprietary funds report expenses relating to use of economic resources.

1-D-10. Interfund Transactions

Interfund transactions are reflected as loans, services provided, reimbursements or transfers. Loans are
reported as receivables and payables as appropriate and are subject to elimination upon consolidation.
Services provided, deemed to be at market or near market rates, are treated as revenues and
expenditures/expenses. Reimbursements are when one fund incurs a cost, charges the appropriate
benefiting fund and reduces its related cost as a reimbursement. All other interfund transfers are treated
as transfers. Transfers between governmental or proprietary funds are netted as part of the reconciliation
to the government-wide columnar presentation.

1-D-11. Use of Estimates
The preparation of financial statements in conformity with generally accepted accounting principles requires
management to make estimates and assumptions that may affect the amounts reported in the financial
statements and the related notes. Accordingly, actual results could differ from those estimates.

NOTE 2 - STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILITY

2-A. Budgetary Information

Annual budgets are adopted on a basis consistent with generally accepted accounting principles for the general
fund and the Community Building Fund. All annual appropriations lapse at year end.

The appropriated budget is prepared by fund, function, and department. The Mayor may make transfers of
appropriations within a department. Transfers of appropriations between departments require the approval of the
council. The legal level of budgetary control (i.e., the level at which expenditures may not exceed appropriations)
is the department level. The council did make supplementary budget appropriations during the year.
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City of Nicholls, Georgia
Notes to the Basic Financial Statements
For the Year Ended June 30, 2012

* NOTE 2 - STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILITY {Continued)

The following departments overspent the final 2012 budget:

General Fund:

Police 11,259
Jail 4,834
Solid Waste _ 9,568
Recreation 3,976
Library 2,580
Founders Day 1,253

NOTE 3 - DETAILED NOTES ON ALE FUNDS

3-A. Deposits

Deposits —- The City’s cash and investment policy limits deposits to demand and money market accounts and time
deposits at local banks. The City's deposits shall be secured by Federal Depositary Insurance Corporation (FDIC)
coverage and/or bank pledges. State sfatutes require banks holding public funds to secure these funds by FDIC
insurance, securities pledged at par value, and surety bonds at face value in combined aggregate totaling not less
than 110 percent of the public funds held.

Custodial Credit Risk — Deposits - The custodial credit risk for deposits is the risk that, in the event of bank failure,
the City's deposits may not be recovered.

As of June 30, 2012, all of the City’s deposits were covered either by FDIC coverage or collateralized by the financial
institution or a combination of the two. At year-end the bank balances of the City's demand and time deposits were
$884,239 and the carrying amount was $858,583.

Cash and cash equivalents reconciliation:

Cash and
Cash Eguivalents

Fund Reporting Level:

Governmental Funds - Balance Sheet $ 423,518
Proprietary Fund Type Statement of Net Position 435 065
Total 8 858,583
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City of Nicholls, Georgia
Notes to the Basic Financial Statements
For the Year Ended June 30, 2012

NOTE 3 - DETAILED NOTES ON ALL FUNDS (Continued)

3-B. Receivables
Receivables as of year-end for the government's individual major funds and nonmajor funds in the aggregate
including the applicable allowance for uncollectible accounts are as follows:

Less:
inter- Gross Allowance for Net
Taxes Accounts governmental Receivables Uncollectibles Receivables
General $ 9,281 § 57,764 % 44,201 $ 111,246 $ {13,027) 8 98,219
Water and sewer - 70,988 - 70,988 {17.,928) 53,060
Total 9,281 128,752 44,201 182,234 § (30,955) § 151,279

Less allowance for
uncollectibles - (30.955) - (30,955)

Net receivables 3 9281 § 97,797 § 44201 § 151,279

3-C. Property Taxes

The major receivable of the County is property taxes receivable. Property is appraised and a lien on such property
becomes enforceable 60 days after the final nctification of delinquency of property taxes. Property tax millage rates
are usually adopted in September and tax bill are rendered in October.

The City's property tax calendar for 2011 was as follows:

Properly taxes attached as an enforceable lien on property as of January 1, 2011. The tax levy was approved on
August 29, 2011. Taxes became due on December 20, 2011 and became delinguent on January 15, 2012.
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Notes to the Basic Financial Statements

City of Nicholls, Georgia

For the Year Ended June 30, 2012

lll. DETAILED NOTES ON ALL FUNDS (Continued)

3-D. Capital Assets

Governmental Activities:

Governmental Activities:

Balance Balance
: 63012011 Additions Deductions 6/30/2012

Capital assets, not being depreciated

Land $ 67,862 - $ 67,862

Construction in Progress 96,373 96,373 -
Total capital assets, not being depreciated 164,235 96,373 67,862
Depreciable capital assets

Buildings and improvements 1,258,610 128,254 1,386,864

Machinery and equipment 236,666 8,500 - 245,166

infrastructure 499 268 - - 499,268
Total depreciable capital assets 1,994 544 136 754 - 2,131,298
Total capital assets 2158779 136,754 96,373 2,199,160
Less accumulated depreciation:

Buildings and improvements 388,891 34,232 - 423,123

Machinery and equipment 176,720 16,733 - 193,453

Infrastructure 55,754 12,482 - 68,236
Total accumulated depreciation 621,365 63,447 - 684,812
Governmental activities capital assets, net § 1537413 73.30¢7 $ 06,373 $ 1,514,348

Depreciation expense was charged to governmental activities as follows:

Governmental activities depreciation expense:

General government
Public safety
Public works

Culture and recreation

Total
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City of Nicholls, Georgia
Notes to the Basic Financial Statements
For the Year Ended June 30, 2012

NOTE 3 - DETAILED NOTES ON ALL FUNDS (Continued)

3-D. Capital Assets {Continued)
Business Type Activities:

Business-type activities:

Balance Balance
8/30/2011 Additions Deductions 6/30/2012
Depreciable capital assets:
Machinery and equipment  § 13524277  § - 3 - §$ 13524217
Total capital assets, being depreciated 13,624,277 - - 13,524 277
Less accumulated depreciation:
Machinery and equipment 3,836.737 337,257 - 4173994
Total accumulated depreciation 3,836,737 337,257 - 4,173,994
Business-type activities capital assets, net $ 90687540 3§ 337257y 3§ - 8§ 9350283

The depreciation expense for the business-type activities relates to the water and sewer fund.
3-E. Interfund Receivables, Payables and Transfers

Interfund Balances — Interfund balances at June 30, 2012, 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 expenses occur, (2) transactions are recorded in the
accounting period, and (3) payments between funds are made. .

Payable from:
Water and 2006 Splost
Payable {o: sewer fund fund Total

General fund 3 91,563 $ 8,500 $ 100,063

Transfers from:
Community
Bldg
Transfers to: fund

General fund $ 46 976
Total 3 46,976

The above listed interfund transfer represents the total transfers to/from other funds at June 30, 2012 and was used
for the purpose of reimbursing monies previously transferred from the General Fund.
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City of Nicholls, Georgia
Notes to the Basic Financial Statements
For the Year Ended June 30, 2012

NOTE 3 - DETAILED NOTES ON ALL FUNDS (Continued)

3-F. Short-term Debt

The City did not incur any short-term debt during the year.

3-G. Long-term Debt

Business-type Activities — The City has two Water and Sewer revenue bonds outstanding and a note payable
outstanding at June 30, 2012 for its business-type activities.

Water and Sewer Revenue Bonds:

1981 Series:

On October 9, 1981, Water Revenue bonds were issued in the amount of $359,000 for the purpose of financing the
cost .of acquiring and constructing additions, extensions and improvements to its water system. The bonds are
secured by a lien on and a pledge of the net revenues derived from its water and sewer system.

The bonds are being amortized with an annual installment of principal and interest, ranging in amounts from $20,200
to $24,150, at an interest rate of 5.0% per annum. Payments began December 1, 1981 and will end on December 1,
2020.

The revenue bond ordinance requires that certain funds or accounts be maintained. These accounts are the water
revenue fund and water sinking fund. The revenue fund is to be used to deposit all revenues arising from the
operations of the system. The water sinking fund is to be used for the annual accumulation of monies for the purpose
_of creating and maintaining a reserve equal to one annual principal and interest payment. At June 30, 2012 the water
sinking fund account had a balance of $53,653.

There are several restrictions contained in the bond ordinance of the City's Water Bonds. The City is in generai
compliance with all significant limitations and restrictions.

2000 Series:

On August 28, 2000, Water and Sewer Revenue bonds were issued in the amount of $3,333,000. The purposes of
the bonds are to provide for the acquisition, construction and installation of additions and improvements to the existing
water and sewerage system of the City.

The bonds are fo be amortized with a monthly installment of principa! and i'nterest in the amount of $15,132 at an
interest rate of 4.5% per annum. Payments began August 28, 2001 and will end on August 28, 2040.

The bond ordinance provides for prescribing and revising rates and for collecting fees and charges for the services,
facilities and commodities to be furnished by the system and all additions, extensions and improvements thereto,
sufficient to provide funds (a) to pay the cost of maintaining, repairing, operating and insuring the System, (b) to pay
the principal and interest on the City of Nicholls Water and Sewerage Revenue Bonds, Series 2000, including the
reserves therefore, as the same become due and payable, (¢) to pay the principal of and interest on this bond as the
same become due and payable in the current sinking fund year, and to create and maintain a reserve to pay the
same, (d) to maintain the Renewal and Extension Fund, and (e) to create a reserve for extensions and improvements
to the System if one is desired and approved in accordance with the Ordinance.
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City of Nicholls, Georgia
Notes to the Basic Financial Statements
For the Year Ended June 30, 2012

NOTE 3 - DETAILED NOTES ON ALL FUNDS (Continued)

3-G. Long-term Debt (continued)

Annual debt service requirements for the two Water and Sewer revenue bonds as of June 30, 2012 are as follows:

Year Ending
June 30, Principal Interest Total
2013 66,488 136,696 203,184
2014 68,899 133,585 202,484
2015 71,421 130,363 201,784
2016 77,059 127,025 204,084
2017 79,818 127,025 204,084
2018-2022 436,123 557,747 993,870
2023-2027 450,801 457,119 907,920
2028-2032 564,311 343,609 907,920
2033-2037 706,402 201,518 907,920
2038-2042 523,549 38,237 561,786

3 3044871 § 2262924 §$ 5205036

Note Payable — Georgia Environmental Facilities Authority

The City obtained a loan from the Georgia Environmental Facilities Authority on March 01, 2002 in the amount of
$870,918. The note proceeds were used for water system improvements. The note carries a 4.1% interest rate and is
due in quarterly installments of $16,707 with the final installment due on September 1, 2020 in the amount of $16,661.
Annual debt service requirements for this note payable as of June 30, 2012 are as follows:

. Year Ending
June 30, Principal Interest Total
2013 48,500 18,327 66,827
2014 50,488 16,339 66,827
2015 52,591 14,236 66,827
2016 54,761 12,066 66,827
2017 57,077 9,750 66,827
2018-2022 202,324 14,817 217,141

$ 465741 $ 85535 $ 551,276
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City of Nicholls, Georgia
Notes to the Basic Financial Statements
For the Year Ended June 30, 2012

NOTE 3 - DETAILED NOTES ON ALL FUNDS (Continued)

3-G. Long-term Debt (Continued)

Changes in Long-term Debt - Changes in the City's long-term obligations consisted of the following for the year ended
June 30, 2012:
Amounts
Cutstanding Outstanding Due Within
6/30/2011 Additions Reducfions  6/30/2012 OCne Year

Business-type Activities:

Major Enterprise Fund
Water and Sewer Fund:

1981 Series $ 164000 $ - $ (12,000) $ 152,000 $ 14,000
2000 Series 2,943,038 - (50,167) 2,892 871 52,488
Note Payable 512,241 - (46,500) 465,741 48,600

Total Water and Sewer Fund $ 3619279 & - $(108667) § 3510612 § 114,988
3-H. -Invested in Capital Assets, Net of Related Debt

The “invested in capital assets, net of relate debt” reported on the government-wide statement of net position as of
June 30, 2012 are as follows:

Governmental Business-type

Activities Activities
Cost of capital assets $ 2199160 $13,624,277
Less accumulated depreciation 684,812 4.173.994
Book value 1,513,348 9,350,283
Less capital related debt - 3.510.612

Invested in capital assets, net of related debt $_ 1,513,348 $ 5839671

NOTE 4 - OTHER INFORMATION
4-A. Risk Management

The City is exposed to various risks of loss related to torts; theft of, damage 1o, and the destruction of assets; errors
and omissions; injuries to employees; and natural disasters. Significant losses are covered by commercial insurance.
The City maintains property, liability, automobile and fidelity coverage.

There have been no significant reductions in insurance coverage. Settlement amounts have not exceeded insurance
coverage for the current year or the three prior years.

For its workers compensation coverage, the City is a member of the Georgia Municipal Association of Workers'
Compensation Self Insurance Fund. The fund operates under the authority of O.C.G.A. 34-9-150 et Seq. The City
pays into the fund its share of the fund's projected obligation for workers' compensation liability, administrative
expenses, and other costs incurred by the fund. The City’s share is adjusted by the board of the fund according to the
claims experience of each participating member in accordance with criteria set forth in the bylaws of the fund. The
fund makes payments to the employees of the members for workers compensation benefits pursuant to and in
accordance with the claims procedures set forth in title 34, chapter 9 of O.C.G.A. The City is jointly and severally
liable for all legal obligations of the fund, including, but not limited to, any obligations of the fund to pay claims against
the fund arising out of any occurrence, incident, or accident covered under title 34, chapter 9 of O.C.G.A.
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NOTE 4 - OTHER INFORMATION {Continued)

4-B. Commitments and Contingencies

2006 SPLOST Agreement — A Special 1% Local Option Sales Tax was passed in Coffee County in 2005, known as
the 2006 SPLOST. As part of the 2006 SPLOST, the City has $1,053,000 in projects which had begun as of year-end.
The City of Nicholls, Coffee County and all other municipalities in Coffee County entered into an intergovernmental
agreement that the County Detention Center is the sole priority one project associated with this SPLOST. In this
regard, all SPLOST revenue received in the first fourteen months that the SPLOST is in effect shall be allocated fo
this project. After the first fourteen months, any SPLOST revenue received shall first be allocated to the county on a
monthly basis in an amount sufficient to service this project cost. At year end, the priority one project was completed
and City of Nicholls had received $30,755.

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

The City is a defendant in various legal proceedings and litigations arising in the normal course of operations.
Although the outcome of these proceedings is nof presently determinable, in the opinion of the city attorney, the
resolution of these matters will not have a material adverse effect of the financial condition of the City.

4-C. Joint Ventures

The City of Nicholls, Georgia, in conjunction with cities and counties in the eighteen county South Georgia area are
members of the Southern Georgia Regional Commission (SGRC). Membership in a regional commission {(RC) is
automatic for each municipality and county in the state. The Official Code of Georgia Annotated Section 50-8-34
(Georgia Planning Act of 1989) provides for the organizational structure of the RCs. Each county and municipality in
the state is required by law to pay minimum annual dues to the RC. The City paid annual dues in the amount of $1260
to the SGRC for the year ended June 30, 2011. The SGRC council membership includes the chief elected official of
each county and the chief elected official of one municipality in each county. Additional council members are
appeinted from the region by the Governer, Lieutenant Governor and the Speaker of the House of Representatives.
Separate financial statements are available at the following address: Southern Georgia Regional Commission. 327
West Savannah Avenue, Valdosta, GA 31503, or by calling 228-333-5277.

0.C.G.A. 50-8-32 defines regional commissions "public agencies and instrumentalities of their members”. Georgia law
aiso provides that member governments are liable for any debts or obligations of an RC beyond its resources
(O.C.G.A. 50-8-39).

4-D. Pension and Employee Benefit Plan

The City of Nicholls, Georgia provides pension benefits for all of its full-time employees through a noncontributory,
defined benefit plan in the state-wide Georgia Municipal Employees Benefit System (GMEBS), an agent multiple-
employer public retirement system. Benefit provisions and all other requirements are established by state statute and
local ordinance. Elected officials are not covered by the plan. The City has the right to establish and amend the
benefit provisions of the plan. These amendments become effective once approved by the Board of Trustees of
GMEBS. The Georgia Municipal Employees Benefit System issues a plan financial report and a copy of this report
can be obtained from the Georgia Municipal Association, 21 Pryor Street, S.W., Atlanta, Georgia 30303,

All full time employees of the City participate in the plan after one year of full-time service. The plan defines a full-time
employee as one working at least 35 hours per week. Employees are fully vesied after 5 years of service. Retirement
benefits are 1.5% of final average earnings. Final average earnings are an average of the 5 highest consecutive
years' earnings. Normal retirement is age 65 with 5 years of credited service,
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NOTE 4 - OTHER INFORMATION (Continued)

4-D. Pension and Employee Benefit Plan (Continued)

Early retirement with reduced benefits is permitted between the ages of 55 and 65 with 10 years of credited service.
Membership of the plan is as follows:
Retirees and beneficiaries currently receiving benefits
Terminated vested participants not yet receiving benefits
Active vested participants
Nonvested participants
Total participants

"CT'II‘--IGJDN

Contributions from the City of Nicholls, Georgia o the plan are determined under the projected unit credit actuarial
cost method. The period and related method for amortizing the initial unfunded actuarial accrued liability is 30 years
from 2004 and the current changes in the unfunded actuarial accrued liability over 15 years for actuarial gains and
losses, 20 years for plan provisions and 30 years for actuarial assumptions and cost methods as a closed level doliar
amount. The remaining amortization period varies for the bases. The method used to determine the actuarial value of
assets utilizes a smoothing method to allow fluctuations in the market value of assets to be recognized over a number
of years. The required contribution for the City of Nicholls, Georgia for the actuarial period ended January 1, 2012 was
$37,748, which was 8.83% of covered payroll. Active plan members do not contribute to the plan. The City pays 100%
of the required contribution.

Three Year Trend Information

Fiscal Year Annual Pension Percentage of Net Pension
Ended Cost (APC) APC Contributed Obligation
06/30/10 $44,626 100% $0
06/30/11 $41,939 100% $0
06/30/12 $37,748 100% 30

Plan Funded Status — The City's funding status based upon the most recent actuarial valuation follows:

UAAL as a

Actuarial Actuarial Percentage

Actuarial Value Accrued Unfunded - Funded Covered of Covered
Valuation of Assets Liability (AAL) AAL (UAAL) Ratio Payroll Payroll

Date (a) {b} {b-a) {a/b) {(c) (b-a)/c)

1/1/2010 244,836 463,295 218,459 52.85% 278,354 78.48%

1/1/2011 284,461 476,694 192,233 59.67% 384,234 50.03%

1/1/2012 326,784 472 657 145,873 69.14% 420,351 34.70%

The significant actuarial assumptions used to compute the actuarial accrued liability and the annual recommended
contribution are as follows:

Rate of Return on Investment | 7.76% per year
Projected Salary Increases 4 to 11% based on years of service
or age

Expected annual inflation 3.5% per year
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City of Nicholls, Georgia
Notes to the Basic Financial Statements
For the Year Ended June 30, 2012

NOTE 4 - OTHER INFORMATION (Continued)

4-E. Special Purpose Local Option Sales Tax (SPLOST)

On November 7, 2000, Coffee County voters approved a referendum imposing a special one percent refail sales and
use tax for a limited period of time not to exceed five years or the collection of $17,675,640, whichever comes first,
from the imposition date of April 1, 2001. The City of Nicholls was to be allocated 3.18% of the sales tax collected.
This revenue is reported in the 2000 SPLOST special revenue fund. The purpose is to fund various capital projects of
the City of Nicholls. A total of $806,160 has been collected. Of this amount, 99.8% has been expended.

In 2005, Coffee County voters approved a referendum imposing a special one percent retail sales and use tax for a
limited period of time of six years to collect an estimated $40,600,000 from the imposition date of April 1, 2006 The
purpose is to fund various capital projects of the County, the City of Nicholls, the City of Broxton and the City of
Ambreose. As mentioned in Note 4-B, the City entered into an intergovernmental agreement with the County.

On March 15, 2011, Coffee County voters approved a referendum imposing a special one percent retail sales and use
tax for a limited period of time of six years to collect an estimated $33,000,000 from the imposition date of April 1,
2012. The City of Nicholls was to be allocated 3.41% of the sales tax collected. This revenue is reported in the 2012
SPLOST special revenue fund. The purpose is to fund various capital projects of the City of Nicholls. A total of
$15,784 has been collected as of June 30, 2012. Of this amount, 0% has been expended.
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City of Nicholls, Georgia
General Fund
Schedule of Revenues, Expenditures and
Changes in Fund Balances - Budget and Actual
Forthe Year Ended June 30, 2012

Variance with

Final Budget
Budgeted Amounts Over
Original Final Actual (Under)
Revenues
Property taxes $ 219,500 $ 219,500 $ 223354 $ 3,854
Local option sales & use taxes 250,000 250,000 258,292 8,292
Alcoholic beverage excise taxes 21,000 21,000 22,817 1,817
Insurance premium taxes 109,000 109,000 131,238 22,238
Penalties and interest on delinquent taxes - - 946 946
Licenses and permits 10,000 10,000 © 12,910 2,910
Fines and forfeitures 62,000 62,000 41,935 (20,085)
Charges for services 98,000 88,000 116,033 18,033
Investment earnings 2,800 2,800 1,600 (1,200)
Intergovernmental - - - -
Miscellaneous 14,000 14,000 14,290 290
Total Revenues 786,300 786,300 823,416 37,116
Expenditures
Current
General government:
‘Legislative 6,000 8,000 7.034 1,034
Elections - - - -
General administration 120,000 120,000 101,975 (18,025)
Total general government 126,000 128,000 109,009 (16,991)
Judiciary:
Municipal court 28,500 28,500 19,959 (8,541)
Total judiciary 28,500 28,500 19,959 (8,541)
Public safety:
Police 300,000 300,000 311,259 11,259
Jail 3,000 3,000 7,834 4,834
Fire department 15,000 15,000 14,324 (676)
Clinic 6,000 6,000 5,408 (594)
E-911 7,100 7,100 7,021 {79)
Total public safety 331,100 331,100 345,845 14,745
Public works:
Solid waste 98,000 98,000 107,568 9,568
Streets , 190,000 190,000 164,675 (25,325)
Total public works 288,000 288,000 272,243 (15,757)
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City of Nicholls, Georgia
General Fund
Schedule of Revenues, Expenditures and
Changes in Fund Balances - Budget and Actual
For the Year Ended June 30, 2012

Variance with
Final Budget
Budgeted Amounts Over
Original Final Actual {(Under)
Culture and recreation:
Recreation - - 3,976 3,976
Library 8,500 6,500 9,080 2,580
Total culture and recreation 6,500 6,500 13,066 2,580
Housing and development: .
Founders Day 6,200 6,200 7,453 1,253
Total housing and development 6,200 - 6,200 7,453 1,253
Total Expenditures ' 786,300 786,300 767 565 {22,711)
Other Financing Sources {Uses)
Transfer InfOut - (46,976) (46,976) -
Excess (Deficiency) of Revenues :
Over (Under) Expenditures & - $ 46,976 $ 102,827 $ 55,851
Fund Balances - Beginning 442,249 442,249
Fund Balances - Ending $ 489,225 § 545076
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City of Nicholls, Georgia
Notes to Required Supplementary Information
For the Year Ended June 30, 2012

Note 1 - Budgetary Information

Budgets for the general fund are adopted on a basis that is consistent with accounting
principles generally accepted in the United States as applied to governments.

The following departments overspent the final general fund 2012 annual budget:

General Fund:

Police 11,259
Jail 4,834
Solid Waste 9,568
Recreation 3,976
Library 2,580
Founders Day 1,253

32




SUPPLEMENTARY INFORMATION

COMBINING AND INDIVIDUAL FUND STATEMENTS
AND SCHEDULES



City of Nicholls, Georgia
Combining Balance Sheet

Nonmajor Governmental Funds - By Fund Type

June 30, 2012

Nonmajor Nonmajor
Capital Special
Projects Revenue
Funds Funds Total

Assets
Cash and cash equivalents $ 16,846 $ 5,182 8 22,028
Total Assets 3 16,846 $ 5,182 $ 22,028
Liabilities and Fund Balances
Liabilities
Interfund Payable $ 8,500 $ - $ 8,500
Total Liabilities 8,500 - 8,500
Fund Balances:
Restricted for:

Capital projects 16,846 - 16,846.
Unrestricted for;

Assigned:

~ Housing and Development - 5182 5,182

Unassigned (8,500) - -
Total Fund Balances 8,346 5,182 22,028
Total Liabilities and Fund Balances $ 16,846 $ 5,182 $ 30,528
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City of Nicholls, Georgia
Combining Statement of Revenues, Expenditures and Changes In Fund Balances
Nonmajor Governmental Funds - By Fund Type
For the Year Ended June 30, 2012

Nonmajor Nonmajor
Capital Special
Projects Revenue
Funds Funds Total

Revenues
Intergovernmental $ 47,668 $ - $ 47,668
Investment Earnings - 1,540 1,540
Rent - 5 5
Total Revenues 47,668 1,545 49213
Expenditures
Current:

General Government - - -
Capital outlay 40,382 - 40,382
Total Expenditures _ 40,382 - 40,382
Excess (Deficiency) of Revenues

Over (Under) Expenditures 7,286 1,545 8,831
CGther Financing Sources (Uses):

Transfers Out _ - (46,976) (46,976)
Net Change in Fund Balances 7,286 {45,431} {38,145)
Fund Balances - Beginning 1,060 50,613 51,673
Fund Balances - Ending $ 8,346 $ 5,182 $ 13,528




City of Nicholls, Georgia
Combining Balance Sheet
Nonmajor Capital Projects Funds
June 30, 2012

Assets
Cash and cash equivalents

Total Assets

Liabilities and Fund Ba!ances

Liabilities:
Interfund Payable

Total Liabilities

Fund Balances
Restricted for Capital projects

Unassigned

Total Fund Balances

Total Liabilities and Fund Balances $

2000 2006 2012
SPLOST SPLOST SPLOST
Fund Fund Fund Total
3 1,060 ] - $ 15,786 $ 16,846
% 1,060 $ - $ 15,786 $ 16,846
- $ 8,500 - 3 8,500
- 8,500 - 8,500
1,060 15,786 16,846
- (8,500) - -
1,060 (8,500) 15,786 8,346
1,060 $ - $ 15,786 3 16,8486
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City of Nicholls, Georgia
Combining Statement of Revenues, Expenditures and Changes In Fund Balances
Nonmajor Capital Projects Funds
For the Year Ended June 30, 2012

Revenues
Intergovernmental

Total Revenues

Expenditures
Capital outlay

Total Expenditures

Excess (Deficiency) of Revenues
Over (Under) Expenditures

Fund Balances - Beginning

Fund Batances - Ending

2000 2006 2012
SPLOST SPLOST SPLOST

Fund Fund Fund Total
1,127 30,755 15,786 $ 47,668
1,127 30,755 15,786 47,668
1,127 38,255 - 40,382 |
1,127 39,255 - 40,382

- (8,500) 15,786 7,286

1,060 - - 1,060
1,060 (8,500) 3 15,786 $ 8,348
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City of Nicholls, Georgia
2000 SPLOST Fund
Comparative Balance Sheet
June 30, 2012 and 2011

June 30, June 30,
2012 2011
ASSETS
Cash and cash equivalents 3 1,060 § 4.781
Total Assets 3 1,060 $ 4,761
LIABILITIES
Payable:
Interfund $ - 3 3,701
Total Liabilities $ - % 3,701
FUND BALANCE
Restricted for capital projects 3 1,060 § 1,060
Total Fund Balance $ 1,060 § 1,060
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City of Nicholls, Georgia
2006 SPLOST Fund
Comparative Balance Sheet
June 30, 2012

June 30,
2012
ASSETS
Cash and cash equivalents $ -
Total Assets $ -
LIABILITIES
Payable: :
Interfund 3 8,500
 Total Lighilities ' $ 8,500
FUND BALANCE
Unassigned $ (8,500)
Total Fund Balance 3 (8,500)
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City of Nicholls, Georgia
2012 SPLOST Fund
Balance Sheet
June 30, 2012

ASSETS
Cash and cash equivalents

Total Assets

FUND BALANCE
Restricted for capital projects

Total Fund Balance
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June 30,
2012
3 15,786
$ 15786
$ 15,786
$ 15,786



City of Nicholls, Georgia
2012 SPLOST Fund
Project Schedule of Revenues, Expenditures and
Changes in Fund Balances - Budget and Actual
For the Project Period Ended June 30, 2012

Project Project Variance
Length Current Length With Project
Budget Year Total Budget
Revenues :
Intergovernmental $ 1,125220 $ 15,786 § 15,786 $§ (1,109,434)
Total Revenues 1,125,220 15,786 15,786 (1,109,434)
Expenditures
Capital Outlay
Public Safety Facilities 250,000 - - 250,000
Public Works Facilities 50,000 - - 50,000
Recreation Facilities 300,000 ' - - 300,000
Municipal Buildings 160,220 - - 160,220
Road, Streets and Bridge Improvements 265,000 - - 265,000
Water/Sewer Improvements 100,000 - - 100,000
Total Expenditures 1,125,220 - - 1,125,220
Excess (Deficiency) of Revenues
Over (Under) Expenditures - 15,786 15,786 15,786
Net Changes in Fund Balances $ - 3 15,786 § 15,786 % 15,786
Fund Balances - Beginning -
Fund Balances - Ending $ 15,786
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City of Nicholls, Georgia
Community Building Fund
Comparative Balance Sheet
June 30, 2012 and 2011

ASSETS
Cash and cash equivalents
Receivable:
Interfund

Total Assets

FUND BALANCE
Unrestricted:

Assigned for Housing and Development

Total Fund Balance
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June 30, June 30,
2012 2011
5,182 3,637
- 45,976
5,182 50,613
5,182 50,613
5,182 50,613




City of Nicholls, Georgia
Community Building Fund
Schedule of Revenues, Expenditures and
Changes in Fund Balance - Budget and Actual
For the Year Ended June 30, 2012

Original Final Variance with
Budget Budget Actual Final Budget
Revenues
Rent 3 1,500 $ 1,500 $ 1,540 $ 40
Investment earnings - - 5 5
Total Revenues 1,500 1,500 1,645 45
Expenditures
Current:

General government _ 1,500 1.500 - 1,500

Excess (Deficiency) of Revenues
Over (Under} Expenditures - - 1,545 1,545
Other Financing Sources (Uses):

Transfers out - (46,976) (46,976) -
Net Change in Fund Balances $ - $ (46,976) § (45431} § 1,545
Fund Balance - Beginning of Year 50.613. 50,613
Fund Balance - End of Year $ 3637 § 5,182

44



COMPL.IANCE SECTION




Robert W. Goodman

Certified Public Accountant

Member 403 West 16™ Street
American Institute of CPAs P.0O.Box 130 Phone: 912-632-5977
Georgia Society of CPAs Alma, Georgia 31510 Fax: 912-632-2466

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

GOVERNMENT AUDITING STANDARDS

City Council
City of Nicholls, Georgia

I have audited the financial statements of the governmental activities, the business-type activities, each major
fund and the aggregate remaining fund information of the City of Nicholls, Georgia as of and for the year ended
June 30, 2012, which collectively comprise the City of Nicholls, Georgia’s basic financial statements and have
issued my report thereon dated January 31, 2013. | 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 Governmental Auditing Standards, issued by the Comptroller General of the United States.

Internal Control over Financial Reporting

In planning and performing my audit, | considered the City of Nicholls, Georgia’s internal controi over financial
reporting as a basis for designing my auditing procedures for the purpose of expressing my opinions on the
financial statements, but not for the purpose of expressing an opinion on the effectiveness of the City of
Nicholis, Georgia’s internal control over financial reporting. Accordingly, | do not express an opinion on the
effectiveness of the City of Nicholls, Georgia’s internal control over financial reporting. ,

A deficiency in internal control exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct
misstatements on a timely basis. A material 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.

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 deficiencies in internal control over financial
reporting that might be deficiencies, significant deficiencies, or material weaknesses. | did not identify any
deficiencies in internal control over financial reporting that | consider to be material weaknesses, as defined
above. However, | identified certain deficiencies in internal control over financial reporting, described in the
accompanying schedule of findings and responses that | consider to be significant deficiencies in internal
control over financial reporting. (2012-1, 2008-1, 2008-2, 2008-3). 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 atiention by those charged with governance.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the City of Nicholls, Georgia’s financial statements
are free of material misstatement, | performed tests of its compliance with certain provisions of laws,
regulations, contracts and grant agreements, noncompliance with which could have a direct and material effect
on the determination of financial statement amounts. However, providing an opinion on compliance with those
provisions was not an objective of my audit and, accordingly, | do not express such an opinion. The results of
my tests disclosed no instance of noncompliance or other matters that are required to be reported under
Government Auditing Standards.

| noted certain matters that | reported to management of the City of Nicholls, Georgia in a separate letter dated
January 31, 2013.

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

This report is intended solely for the information and use of management, City Council, others within the entity,
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.

Alma, Georgia
January 31, 2013
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City of Nicholls, Georgia
Schedule of Findings and Responses
For the Year Ended June 30, 2012

Section [ - Summary of Auditor's Results

Financial Statements

Type of auditor's report issued Unqualified
Internal control over financial reporting:
Material weakness(es}) identified? yes

Significant deficiency(es) identified not considered to be
material weakness(es) X yes

Noncompliance material to financial statements noted? yes
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City of Nicholls, Georgia
Schedule of Findings and Responses
For the Year Ended June 30, 2012

Section Il - Findings Related to the Audit of the Financial Statements

Significant Deficiency
2012-1
Condition: In the General Fund actual expenditures exceeded budget appropriations at the

Criteria:

Effect:

Recommendation;

Views of officials:

legal level of control for some departments.

Controls are not in place to prevent excess appropriation of funds and maintaining operations
under a balanced budget.

Failure to periodically review and amend appropriations throughout the year places an
adverse effect on management's ability to meet cash flow requirements during the course
of the year,

The City should amend the budget to prevent budgetary deficiencies at the department
level.

Management concurs with the above finding, Management will take the necessary steps to
ensure that expenditures do not exceed appropriations at the legal level of control.-

Significant Deficiency

2008-1
Condition:

Criteria;

Effect:

Cause:

Recommendation:

Views of officials;

At present, management is not preparing the financial statements, They are being assisted
by auditors. The intent of SAS 112 is not to prevent auditors from preparing the client's
financial statements. Instead the issue to be considered when determining if a significant
deficiency or material weakness exists is whether the client is capable of preparing the
financial statements and has the skills and competencies necessary to prevent, detect and
correct a material misstatement.

Management is responsible for the financial statements, including the preparation of such
statements. A system of internal controis over financial reporting does not stop at the
general ledger. It includes controls over financial statement preparation, including footnote
disclosure.

A control deficiency exists when the City does not have controls over the preparation of
the financial statements that could prevent or detect a misstatement in the financial
statements.

The size of the City's accounting staff prevents them from having the time to prepare the
financial statements. As a matter of convenience and efficiency, the auditor is preparing the
statements.

| recommend the City provide additional training fo provide the skills to set up proper
controls to review, prevent and detect material misstatements.

Management concurs with the above finding, and is continuing to strive for proper education
and training of accounting staff.

Significant Deficiency
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City of Nicholls, Georgia
Schedule of Findings and Responses
For the Year Ended June 30, 2012

Section Il - Findings Related to the Audit of the Financial Statements(Continued)

2008-2
Condition:

Criteria:

Effect:

Cause:

Recommendation:

Views of officials:

In the General, SPLOST and Water and Sewer Funds there were adjusting entries required
to correct assets, liabilities, revenues and expenditures balances at year end.

Management is responsible for the inclusion of all items that could have a material effect on
the financial statementis of the City.

A control deficiency exists when the City does not have controls over the preparation of
the financial statements that could prevent or detect a misstatement in the financial
statements.

Controls were not in place to capture all necessary year end adjustments.

I recommend the City provide additional training to provide the skills to set up proper
controls to review, prevent and detect material misstatements.

Management concurs with the above finding, and is in the process of completing a
corrective action plan.

Significant Deficiency

2008-3
Condition:

Criteria:

Effect;

Recommendation:

Views of officials;

There is not an appropriate segregation of duties between recording, distribution, reconciliation
of cash accounts and other operational functions within various City departments.

Internal controls should be in place, which provide reasonable assurance that an individual
cannot misappropriate funds without such actions being detected during the normal
course of business.

The failure to segregate out the accounting duties among multiple persons presents the
opportunity for misappropriation of assets, mainly cash.

The duties of recording, distribution, reconciliation of cash accounts and other operational
functions should be segregated between employees.

Management concurs with the above finding, and is working toward developing befter internal
controls over the accounting functions with the limited number personne! available.
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City of Nicholls, Georgia

Schedule of Projects Undertaken
With Special Sales Tax Proceeds
For the Year Ended June 30, 2012

Original Current Expenditures
Estimated Estimated Prior Current Total
Project Cost Cost Years Year To Date

2000 SPLOST:
Public Safety Facilities $ 125000 $ 104,879 10112 $ 1127 § 103,039
Public Safety Equipment 125,000 107,893 107,893 - 107,893
Road Improvements 323,290 301,530 301,530 - 301,530
Recreation Facilities 50,000 85,905 85,905 - 85,905
Cultural Facilities 50,000 - - - -
Administrative Buildings 76,400 48,202 48,202 - 48,202
Community Center 100,000 - - - -
Library 105,210 67,975 67,975 - 67,975
Water/Sewer Utility Improvements 127,100 19,908 89,776 - 89,776

Total $ 1082000 § 736,292 803,193 $ 1127 § 804,320
2006 SPLOST:
Public Safety Facilities $ 353,000 $ 353,000 - % 30,755 - % 30,755
Roads, Strests énd Bridges 250,600 250,000 - 8,500 8,600
Recreation 350,000 350,000 - - -
Water Tank Improvements 100,000 100,000 - - -

Total $ 1,053000 § 1,053,000 - $ 39255 § 39255
2012 SPLOST:
Public Safety Facilities $ 250,000 3% 250,000 - 8 - % -
Public Works Facilities 50,000 50,000 - - -
Recreation Facilities 300,000 300,000 - - -
Municipal Buildings 160,220 160,220 - - -
Roads, Streets and Bridges 285,000 265,000 . - - -
Water/Sewer Improvements 100,000 100,000 - - -

Total $ 1,125,220 §$ 1,125,220 - § - 3 -

50



