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INDEPENDENT AUDITOR’S REPORT

To the City Council
City of Nicholls, Georgia

Report on the Financial Statements

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, 2016 and the related notes to the financial statements, which collectively comprise the City's basic financial statements
as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance with
accounting principles generally accepted in the Unites States of America and the standards applicable to financial audits
contained in Government Auditing Standards, issues by the Comptroller General of the United States; this includes the
design, implementation, and maintenance of interna! control relevant to the preparation and fair presentation of financial
statements that are free from material misstatement, whether due to fraud or error.

Auditor’'s Responsibility ‘

My responsibility is to express opinions on these financial statements based on my audit. | 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 | plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of
material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on my judgment, including the assessment of the risks of material
misstatement of the financial statements, whether due to fraud or error. In making those risk assessments, | consider internal
control relevant to the City of Nicholls, Geocrgia’s preparation and fair presentation of the financial statements in order to
design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the City of Nicholls, Georgia’s internal control. Accordingly, | express no such opinion. An audit also
includes evaluating the appropriateness of accounting policies used and the reascnableness of significant accounting
estimates made by management, as well as evaluating the overall presentation of the financial statements.

| believe that the audit evidence | have obtained is sufficient and appropriate to provide a basis for my opinions.

Opinions

In my opinion, the financial statements referred {o 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, 2018, and the respective changes in financial position and cash
flows, where applicable, thereof for the year then ended, in accordance with accounting principles generally accepted in the
United States of America.




Cther Matters

Required Supplementary Information

Accounting principles generally accepted in the United State of America require that the Management's Discussion and
Analysis on pages 3 through 8 and the Schedules of Required Supplementary Information on pages 41 through 45 be
presented to supplement the basic financial statements. Such information, although not a part of the basic financial
statements, is required by the Governmental Accounting Standards Board, who considers it to be an essential part of
financial reporting for placing the basic financial statements in an appropriate operational, economic, or historical context.
| have applied certain limited procedures to the required supplementary information in accordance with auditing standards
generally accepted in the United States of America, which consisted of inquires of management about the methods of
preparing the information and comparing the information for consistency with management's responses to my inquires, the
basic financial statements, and other knowledge | obtained during my audit of the basic financial statements. | do not
express an opinion or provide any assurance on the information because the limited procedures do not provide me with
sufficient evidence to express an opinion or provide any assurance.

QOther Information

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 and 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 hasic financial statements.

The combining, individual nonmajor fund financial statements and schedules and the schedule of expenditures of special
purpose local option sales tax proceeds and other grant schedules are the responsibility of management and were derived
from and relate directly to the underlying accounting and other records used to prepare the basic financial statements. Such
information has been subjected to the auditing procedures applied in the audit of the basic financial statements and certain
additional procedures, including comparing and reconciling such information directly to the underlying accounting and other
records used to prepare the basic financial statements or to the basic financial statements themselves, and other additional
procedures in accordance with auditing standards generally accepted in the United States of America. In my opinion, the
combining, individual nonmajor fund financial statements and schedules and the schedule of expenditures of special
purpose local option sales tax proceeds and other grant schedules are fairly stated, in all material respects, in relation to
the basic financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, | have also issued my report dated November 23, 2018, 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 integrat part
of an audit performed in accordance with Government Auditing Standards in considering the City of Nicholls, Georgia's
internal control over financial reporting and compliance.

Tt oton 57

Alma, Georgia
November 23, 2016




City of Nicholls, Georgia
Management’s Discussion and Analysis (Jnaudited)
For the Year Ended June 30, 2016

Management’s Discussion and Analysis

Within this section of the City of Nicholls, Georgia (City} annual financial report, the City's management
provides narrative discussion and analysis of the financial activities of the City for the year ended June
30, 2016. The City’s financial performance is discussed and analyzed within the context of the
accompanying financial statements and disclosures following this section. The discussion focuses on the
City’s primary government and, unless otherwise noted, component units reported separately from the
primary government are not included.

FINANCIAL HIGHLIGHTS

The City's total assets exceeded its total liabilities by $8,867,907 (net position) for the year reported. This
compares to the previous year when the total assets exceeded the total liabilities by $8,642,299.

Total net position is comprised of the following:

1. Net investment in capital assets, of $6,742,710 include property and equipment, net
of accumulated depreciation, and reduced by outstanding debt related to the
purchase and construction of capital assets, '

2. Net position of $718,743 is restricted' by constraints impased upon the City by laws
and regulations.

3, Unrestricted net position of $1,406,454 represent the portion available to maintain the
City's continuing obligations to citizens and creditors.

The City's governmental funds reported total ending fund balance of $1,295,478. This compares to the
prior year ending fund balance, of $1,072,608 showing an increase of $222,870.

At the end of the current period, unassigned fund balance for the General Fund was $847,012 or
108.65% of total General Fund expenditures.

Overall, the City of Nicholls, Georgia, continues to maintain their financial position.
USING THIS ANNUAL REPORT

This annual report consists of a series of financial statements. The Statement of Net Position and the
Statement of Activities on pages 10-11 provide information about the activities of the City as a whole and
present a longer-term view of the City’s finances. Fund financial statements start on page 12. For
governmental activities, these statements tell how these services were financed in the short term as well
as what remains for future spending. Fund financial statemenis also report the City's operations in more
detail than the govemment-wide statements by providing information about the City's most significant
funds. The remaining statements provide financial information about activities for which the City acts
solely as trustee or agent for the benefit of those outside of the government.

Overview of the Financial Statements

Management's Discussion and Analysis introduces the City's basic financial statements. The basic
financial statements include: (1) government-wide-financial statements, (2) fund financial statements, and
{3) notes to the financial statements. The City also includes in this report additional information to
supplement the basic financial statements.



City of Nicholls, Georgia
Management’s Discussion and Analysis (Unaudited)
For the Year Ended June 30, 2016

Government-wide Financial Statements

The City’s annual report includes two government-wide financial statements. These statements provide
both long-term and short-term information about the City's overall status. Financial reporting at this level
uses a perspective similar fo that found in the private sector with its basis in accrual accounting and
elimination or reclassification of internal activities.

The first of these government-wide financial statements is the Staternent of Net Position. This is the City-
wide statement of position presenting information that includes all of the City’s assets and liabilities, with
the difference reported as Net Position. Over time, increases or decreases in net position may serve as a
useful indicator of whether the financial position of the City as a whole is improving or deteriorating.
Evaluation of the overall health of the City would extend to other nonfinancial factors such as
diversification to the taxpayer base or the condition of City infrastructure in addition to the financial
information provided in this report,

The second government-wide statement is the Statement of Activities which reports how the City's net
position changed during the current year. All current year revenues and expenses are included regardless
of when cash is received or paid. An important purpose of the design of the statement of activities is to
show the financial reliance of the City's distinct activities or functions on.revenues provided by the City's
taxpayers.

Governmental activities include general government, judicial, public safety, public works, culture and
recreation and housing and development.

The City's financial reporting includes the funds of the City (primary government).

The government-wide financial statements are presented on pages 10-11 of this report.

Fund Financial Statements

A fund is an accountability unit used to maintain control over resources segregated for specific activities
or objectives. The City uses funds to ensure and demonstrate compliance with finance-related laws and
regulations. Within the basic financial statements, fund financial statements focus on the City’s most
significant funds rather than the City as a whole. Major funds are separately reported while all others are
combined into a single, aggregated presentation. Individual fund data for non-major funds is provided in
the form of combining statements in a later section of this report.

All the funds of The City of Nicholls can be divided into categories: (1) governmental funds and (2)
proprietary funds.




City of Nicholls, Georgia
Management’s Discussion and Analysis (Unaudited)
For the Year Ended June 30, 2016

Governmental funds are reported in the fund financial statements and encompass essentially the same
functions reported as governmental activities in the government-wide financial statements. However, the
focus is very different, with fund statements providing a distinctive view of the City's governmental funds.
These statements report short-term fiscal accountability focusing on the use of spending resources and
balances of spendable resources available at the end of the year. They are useful in evaluating annual
financing requirements of governmental programs and the commitment of spendable resocurces for the
near-term. .

Since the government-wide focus includes a long-term view, comparisons between these two
perspectives may provide insight into the long-term impact of short-term financing decisions, Both the
governmental fund balance sheet and the governmental fund statement of revenues, expenditures, and
changes in fund balance provide a reconcilation to assist in understanding the differences between these
two perspectives.

Budgetary comparison statements are included in the required supplementary information for the general
fund. Budgetary comparison schedules for special revenue funds and the capital project funds can be
found in a later section of this report. These statements and schedules demonstrate compliance with the
City's adopted and final revised budget.

The City maintains one proprietary fund. Enterprise funds are used to report the same functions
presented as business-type activities in the government-wide financial statemenis. The City uses an
enterprise fund to account for the Water and Sewer Fund,

Proprietary funds provide the same type of information as the government-wide financial statements, only
in more detail. The proprietary fund financial statements provide separate information for the Water and
Sewer Fund, which is considered to be a major fund of The City of Nicholls, in the proprietary fund
financial statements.

Notes the basic financial stafements

The accompanying notes to the basic financial statements provide information essential to a full
understanding of the government-wide and fund financial statements. The notes to the financial
statements are presented on pages 20-40 of this report. '

Other information

Required supplementary information and can be found on pages 41-45 of this report.

Majer funds are reported in the basic financial statements as discussed. Other supplementary information
is presented in a subsequent section of this report on pages 46-48.




City of Nicholls, Georgia
Management's Discussion and Analysis (Unaudited)
For the Year Ended June 30, 2016

Financial Analysis of the City as a Whole

The City's combined net position was $8,867,907 at June 30, 2016. This is an $225,608 increase from
last year's net position of $8,642,299. The following table provides a summary of the City's net position:

Assets:
Current and other assets
Capital assets

Total Assets
Deferred outflows of resources

Liabilities:
Other liabilities
Long-term debt outstanding

Total Liahilities
Deferred inflows of resources

Net Position:
Net investment in
capital assets
Restricted
Unrestricted

Total Net Position

City of Nicholls Net Position

Governmental Activities

Business-Type Activities

Total Primayy Government

2016 2015 2016 2015 2016 2018
§ 1379798 § 1162210 § 836,040 § 754085 § 2265838 § 1916275
1,613,212 1,566,429 8,150,381 8,488,602 9,763,593 10,045,031
2,993,010 2,716,639 9,036,421 9,242,867 12,029,431 11,961,306
46,541 32,248 1,635 1,635 48,176 33,883
71,346 85,942 185,250 185,278 256,596 271,220
52,087 - 2,920,110 3,024,893 2,972,197 3,024,893
123,433 85,942 3,105,360 3,210,171 3,228,793 3,296,113

6,805 16,084 4715 10,880 11,520 (5,184)

1,613,212 1,556,429 6,126,498 5,336,327 6,742,710 6,892,756
401,118 304,226 317,827 255818 718,743 560,044
894,985 758,393 511,469 431,106 1,406,454 1,189,499
$ 2909313 § 2619048 § 5058504 § 6023251 § 8867907 § 8642299

Net Position - As noted earlier, net position may serve over time as a useful indicator of a government's
financial position. As of June 30, 2016, assets exceeded liabilities by $8,869,907. However, much of net

position is either restricted as to purpose for which it can be used, or is invested in capital assets.

The largest portion of the City's net position, $6,742,710 represents investment in capital assets. The
investment in capital assets includes land, buildings, machinery and equipment, as well as infrastructure
acquired in past years. These capital assets are used to provide services to citizens; consequently, they
are not available for future spending. Although the investment in capital assets is reported net of related
debt, it should be noted that the resources needed to repay this debt must be provided from other
sources since the capital assets themselves cannot be used to liquidate these liabilities. An additional
$718,743 of the City's net position represents resources that are subject to external restrictions on how

they are fo be used.

Although the net position of our business-type activities represents 67% ($5,958,594) of total net position,
these resources cannot be used to add to the net position surplus in governmental activities.




City of Nicholls, Georgia
Management’s Discussion and Analysis (Unaudited)
For the Year Ended June 30, 2016

Revenues:
Program Revenues

Charges for services

Operating Grants and Contributions

Capital Grants and Contributions
General Revenues

Property taxes

Cther taxes

Interest

Other revenues

Total Revenues

Expenses:;
General government
Judicial
Public safety
Public works
Culture and recreation
Housing and development
Water and sewer
Total Expenses

Change in net position
Beginning net position
Ending net position

City of Nicholls Changes in Net Position

Governmentat Activities

Business-Type Aclivities

Total Primary Government

2016 2015 2018 2015 2016 2015
169,756 § 167,847 § 860,440 § 839,921 $ 1,030,196 $ 1,007,768
31,390 34,619 - - 31,380 34,619
210,034 187,262 - - 210,034 187,262
246,787 258,548 - - 246,787 258,648
428,284 419,246 - - 428,284 419,246
2,745 2,384 3,005 2,545 5,750 4,929
9,157 26,346 - - 9,157 26,346
1,098,153 1,096,252 863,445 842,466 1,961,598 1,938,718
114,233 120,002 - - 114,233 120,002
6,637 6,783 - - 6,637 6,783
362,607 373,069 - - 362,607 373,069
287,404 353,635 - - 287,404 353,535
33,675 35,709 - - 33,675 35,709
3,332 10,724 - - 3,332 10,724
- - 928,102 914,138 928,102 914,138
807,888 899,822 928,102 914,138 1,735,990 1,813,950
290,265 196,430 {64,657) (71.872) 225,608 124,758
2,619,048 2,422,618 6,023,251 6,094,923 8,642,299 8,517,541

2909313 § 2619048 § 5958594 § 6,023,251 3 8,867,907

Financial Analysis of the City’s Funds

Governmental funds

$ 8642299 -

As discussed, governmental funds are reported in the fund statements with a short-term inflow and
outflow of spendable resources focus. This information is useful in assessing resources available at the
end of the year in comparison with upcoming financial requirements.

The General Fund is the City's primary operating fund and the largest source of day-to-day service
delivery. The general fund reported ending fund bafances of $894,362. Of this year-end total, $847,012 is
unassigned indicating availability for coniinuing City service requirements. Nonspendable, restricted and
committed fund balances totals $47,350.




City of Nicholls, Georgia
Management’s Discussion and Analysis (Unaudited)
For the Year Ended June 30, 2016

Capital Asset and Debt Administration

Capital assets

The City's investment in capital assets, net of accumulated depreciation, as of June 30, 2015,
was $10,045,031. Capital assets include infrastructure, land, land improvements, buildings and
machinery and equipment. Approximately 85% of this investment is related to business-type

activities while only 15% is related to governmental activities.

Capital assets held by the City at the end of the current fiscal year are summarized as follows;

(Net of accumulated depreciation}

Governmental Activities

Business-Type Activities

Total Primary Government

2016 2015 2018 2015
Non-depreciable assets:

Land $ 67,562 67,862 $ 211,236 § 291,23
Total non-depreciable assets $ 67,862 67,862 $ 211236 § 211,236
Depreciable assets:

Buitdings and improvements 1,410,427 1,396,864 1,410,427 1,396,864

Machinery and equipment 501,859 436,226 14,034,636 13,969,003

Infrastructure 590,315 536,463 590,315 536,463
Total depreciable assets 2,502,601 2,369,553 16,035,378 15,902,330
Less accumulated depreciation 957,251 880,986 6,483,021 6,068,535
Book value - depreciable assels 1,545,350 1,488,567 9,552,357 9,833,795
Percentage depreciated 38% 3% 40% 38%

1,556,429

Total Assets $ 1613212

See Note 3-D on pages 29-30 for additional information about the City’s capital assets.

$ 9763593 § 10,045.031



City of Nicholls, Georgia
Management’s Discussion and Analysis (Unaudited)
For the Year Ended June 30, 2016

Long-term debt

At the end of the year, the City had total debt outstanding of $3,163,266. This total amount is
supported by pledged revenues generated primarily by the City's business-type activities.

Quistanding Debt
Governmental Activities Business-Type Activities Total Primary Government
2016 2015 2016 2015 2018 2015
Net pension liability $ 52,087 § 6,553 § 36,001 % 4438 5 88,178 % 10,991
Notes outstanding - 259,401 314,162 258,401 314,162
Bonds - - 2,761,482 2,838,113 2,761,482 2,838,113
Total $ 52,087 § 6563 § 3056974 $ 3156713 § 3100061 § 3,163,268

See Note 3-G on pages 31-33 for additional information about the City’s long-term debt.
ECONOMIC FACTORS AND NEXT YEAR’S BUDGET AND RATES

The City’s elected and appointed officials considered many factors when setting the year ending
June 30, 2017 budget and tax rates. Sales tax, which is the second largest revenue source had a
neminal change for the year ended June 30, 2018, when compared to the previous year,

CONTACTING THE CITY'S FINANCIAL MANAGEMENT

This financial report is designed to provide a general overview of the City's finances, comply with
finance-related laws and regulations, and demonstrate the City's commitment of public
accountability. If you have questions about this report or would like to request additional
information, contact:

The City of Nicholls Board of Commissioners
707 Van Streat Highway
Nicholls, Georgia 31510

- Telephone: (912) 345-2421




BASIC FINANCIAL STATEMENTS




City of Nicholls, Georgia
Statement of Net Position
June 30, 2016

Assets
Cash and cash equivalents
Property taxes
Receivables, net
Due from other governments
Internal balances
Prepaid items
Restricted assets - cash
Capital assets, non depreciated
Capital assets, depreciated, net

Total assets

Deferred Quiflows of Resources
Pension

Total deferred outflows of resources

Liabilities
Accounis payable
Accrued liabilities
Customer deposits
Notes payable due within one year
Revenue bonds due within one year
Notes payable due in more than one year
Revenue bonds due in mere than one year
Net pension liability
" Total liabilities

Deferred Inflows of Resources
Pension
Total deferred inflows of resources

Net Position
Net investment in capital assets
Restricted for:
Capital projects
Debt service
Unrestricted

Total net position

Primary Government

Governmental Buysiness-Type
Activities Activities Total

$ 1158742 § 650,400 $ 1,809,142
13,500 - 13,500
12,875 72,327 85,202
37,628 - 37,628
155,481 (155.481) -
1,572 1,167 2,739
- 317,627 317,627
67,862 143,374 211,236
1,545,350 8,007,007 9,552,357
2,993,010 9,036,421 12,029,431
46,541 32,248 78.789
46,541 32,248 78,789
30,046 16,033 46,079
41,300 5,033 46,333
- 27,320 27,320
- 57,077 57,077
- - 79,787 79,787
- 202,324 202,324
- 2,681,695 2,681,695
52,087 36,001 88,178
123,433 3,105,360 3,228,793
6,805 4,715 11,520
6,805 4,715 11,520
1,613,212 5,129,498 6,742,710
401,116 - 401,116
- 317,627 317,627
894,985 511,469 1,406,454
$ 2909313 $ 5958594 § 8,867,907

The accompanying notes are an integral part of these financial statements.
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City of Nicholis, Georgia
Balance Sheet

Governmental Funds

June 30, 2016

Total
SPLOST Governmental
General 2012 Funds
Assets '
Cash and cash equivalents $ 757626 § 401,116  $ 1,158,742
Accounts receivable, net of allowance 12,875 - 12,875
Taxes receivable 13,500 - 13,500
Due from other governments 37,628 - 37,628
Due from other funds 155,481 - 155,481
Prepaid items 1,572 - 1,572
Total assets 3 978682 § 401,116 % 1,379,798
Liabilities, Deferred Inflows of
Resources and Fund Balances
Liabilities
Accounts payable s 30,046 S - 3 30,046
Qtiher payables 41,300 - 41,300
Total liabilities 71,346 - 71,346
Deferred Inflows of Resources
Unavailable revenue - property taxes 12,874 - 12,974
Total deferred inflows of resources 12,974 - 12,874
Fund Balances
Nonspendable - inventory 1,572 - 1,572
Restricted for capital projects - 401,116 401,118
Committed for building maintenance - 12,880 - 12,880
Committed for public safety 7,879 - 7,879
Committed for public works 25,019 - 25,019
Unassigned 847,012 - 847,012
Total fund balances 894,362 401,116 1,295,478
Total liabilities, deferred inflows of
resources and fund balances 3 978682 % 401116 % 1,379,798

The accompanying notes are an integral part of these financial statements.
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City of Nicholls, Georgia
Recenciliation of the Governmental Funds Balance Sheet
to the Government-Wide Statement of Net Position
June 30, 2016

Total Governmental Fund Balances $ 1,205,478

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 $ 2,570,463
Less accumulated depreciation (957,251) 1,613,212

Other assets are not available to pay for current pericd
expenditures and therefore are deferred in the funds. : _
Property taxes - 12,974

Deferred outflows of resources are not due and payable in the current period
and therefore are not reported in the funds. The deferred outflows of resources
consist of pension related differences between projected and actual earnings
on plan investments, 46,541

Long-term liabilities are not due and payable in the current period and,
therefore, are nof reported in the funds.
Net pension liability (52,087)

Deferred inflows of resources are not available to pay for current period
expenditures and therefore are not reported In the funds.
These deferred inflows of resources consist of pension related experience

differences. (6,805}
Net Position of Governmental Activities 3 2{909,3_‘13

The accompanying notes are an integral part of these 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, 2016

Total
SPLOST Governmental
General 2012 Funds
Revenues o ' T
Taxes $ 672,310 % - % 672,310
Licenses and permits 9,645 - 9,645
Intergovernmental 52,343 187,617 239,960
Charges for services 119,886 - 119,886
Fines and forfeitures 40,225 - 40,225
Investment earnings 2,745 1,464 4,209
Miscellaneous 9,156 - 9,156
Total revenues 906,310 189,081 1,095,391
Expenditures:
Current: ) ‘
General government 111,419 - 111,419
Judiciary : . 6,637 - 6,637
Public safety 357,118 - 357,118
Public works : ' : ' Co 291,301 - 291,301
Culture and recreation 10,5623 - 10,523
Housing and development 3,332 - 3,332
Capital outlay - 92,191 92,191
Total expenditures 780,330 92 191 872 521
Excess (deficiency) of revenues
over expenditures 1_25,980 96, 590 222,870
Net change in fund balances 125,980 96,890 222,870
Fund balances, beginning of year 768,382 304,226 1,072,608
Fund balances, end of year 3 894,362 $ 401116 $ 1,295,478

The accompanying notes are an integral part of these 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, 2016

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 capita! outlays
exceeded depreciation expense in the current period.

Depreciation expense $ (76,265)
Capital outlay 133,048

Revenues repeorted 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 06/30/15 $  (10,213)
Deferred at 06/30/16 . 12,974

Pension contributions reported as expenditures in the governmental funds are
reported as deferred outfiows of resources in the statement of net position
because the net pension liability is measured prior to the City's report date.
Pension expense, which is the change in the net pension liability adjusted for
changes in deferred outflows and inflows of resources related to pensions,

is reported in the statement of activities

Change in Net Position of Governmental Activities

The accompanying notes are an integral part of these financial statements.
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City of Nicholls, Georgia
Proprietary Funds
Statement of Net Position
June 30, 2016

Business-‘[ype Activities

Water
and Sewer Total
ASSETS: ' '
Current Assets:
Cash and cash equivalents : $ 650,400 $ 650,400
Restricted investments 317,627 - 317,627
Accounts receivable, net 72,327 72,327
Prepaid items 1,167 1,167
Total current assets 1,041,521 1,041,521
Noncurrent Assets:
Capital assets;
Land 143,374 143,374
Water and sewer system, net 7,998,226 7,998,226
Machinery and equipment, net 8,781 8,781
Total noncurrent assets 8,1 50,3_81. 8,1 50,381‘
TOTAL ASSETS : 9,191,902 9,191,802
DEFERRED OUTFL.OWS OF RESOURCES-
Pensions 32,248 3‘2,.248
TOTAL ASSETS AND DEFERRED
QUTFL.OWS OF RESOURCES 9,224,1_50 9,224,150

The notes to the financial statements are an integral part of this statement
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City of Nicholls, Georgia

Statement of Net Position

Proprietary Funds

June 30, 2016

LIABILITIES:

Current Liabilities:
Accounts payable

Accrued liabilities
Pue other funds
Total

Current Liabilities (payable from
restricted assets)-
Accrued interest

Note payable, current

Revenue bonds payable, current
Customer deposits

Total Current Liabilities {(payable
from restricted assets)

Total current liabilities

Noncurrent Liabilities:
Note payable, net of current portion

Revenue bonds payable, net of current portion
Net pension liability

Total noncurrent liabilities

TOTAL LIABILITIES

DEFERRED INFLOWS OF RESOURCES-
Pensions

TOTAL LIABILITIES AND DEFERRED
INFLLOWS OF RESOURCES

NET POSITION
Net investment in capital assets

Restricted for debt service
Unrestricted

TOTAL NET POSITION

The accompanying notes are an integral part of these financial statements.
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Busipes§-Type Activities

Water

and Sewer Total
16,033 16,033
1,072 1,072
155,481 155,481
172,586 172,586
3,961 3,961
57,077 57,077
79,787 79,787
27,320 27,320
168,145 168,145
340,731 340,731
202,324 202,324
2,681,695 2,681,695
36,091 36,091
2,920,110 2,920,110
3,260,841 3,260,841
_4ris 475
3,265,556 3,265,556
5,129,498 5,129,498
317,627 317,627
511,469 511,469
$ 5,958,594 $ 5958504



Statement of Revenues, Expenses and Changes in Fund Net Position

City of Nicholis, Georgia
Proprietary Funds

For the Year Ended June 30, 2016

Operating revenues
Water billings
Sewer billings

Other
Total operating revenues

Operating expenses
Salaries and wages
Groyp insurance
Payroll taxes

Retirement contributions
Insurance

Communications
Advertising
Professional services
Repairs and maintenance
Water testing and fees
Office supplies
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

Business-Type Activities -

Enterprise Funds

The accompanying notes are an integral part of thése financial statements.
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Water
and Sgyvqr Total
$ 351,628 $ 351628
502,785 502,785
e 607
860,440 860,440
159,399 159,399
49,256 49,256
7,910 7,910
6,242 6,242
29,954 29,954
1,200 1,200
567 567
10,574 10,5674
43,002 43,002
22,265 22,265
10,854 10,854
11,132 11,132
77,719 77,719
17,047 17,047
4,244 4,244
338,221 338,221
789,_‘586 789,586
70,854 70,854
{138,516) (138,516)
3,005 3,005
(135,511) (135,511)
(84,657) {64,657)
6,023,251 6,023,251
$ 5,958,504 $ 5,958,594 _



City of Nicholls, Georgia
Proprietary Funds
Statement of Cash Flows
For the Year Ended June 30, 2016

Business-Type Activities -
Enterprisq Funds

Water
and Sewer Total
Cash Flows from Operating Activities o
Cash received from customers $ 859,283 $ 859,283
Cash payments to suppliers for goods and services (228,041) (228,041)
Cash payments to employees for services (225,118) (225,118)
Receipt of customer deposits, net 1,601 1,601
Net cash provided (used) by operating activities 407,727 407,727
Cash Flows from Non-capital Financing Activities
increase in interfund loan payable 14,137 14,137
Net cash provided (used) by non-capital financing activities 14,137 14,137
Cash Flows from Capital and Related Financing Activities
Principal paid on capital debt {131,392) {131,392)
Interast paid on capital debt ) g1§9,518) (139,518)
Net cash used by capital and related financing activities (270,910 ’1270,910)
Cash Flows from Investing Activities
Interest on cash and cash edquivalents 3,005 3,008
Net cash provided by investing activities 3,005 3,005
Net increase (decrease) in cash 153,959 153,959
Cash, beginning of year 814,068 814,068
Cash, end of year $ 968,027 $ 968,027
Reconciliation of Operating Income (Loss) to Net Cash
Provided by {(Used in} Operating Activities:
Operating income (loss) $ 70,968 $ 709868
Adjustments to reconcile operating income (loss) to net cash ,
provided by (used in) operating activities: :
Depreciation expense 338,221 338,221
Changes in assets and liabilities:
(Increase) decrease in:
Receivables, net 3,088 3,088
Prepaid items 4,759 4,759
Deferred outflows of resources (30,179) {30,179)
Increase {decrease) in:
Accounts payable (3,727) (3,727)
Accrued liahilities (1,944) (1,944)
Customer deposits payable 1,601 1,601
Net pension liability 31,168 31,168
Deferred inflows of resources (6,228) {(6,228)
Net cash provided by (used in) operating activities $ 407,727 $ 407,727

The accompanying notes are an integral part of these financial statements.
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City of Nicholls, Georgia
Notes to Financial Statements
For the Year Ended June 30, 2016
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City of Nicholls, Georgia
Notes to Financial Statements
For the Year Ended June 30, 2016

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 reporting. The City does not follow
subsequent private-sector guidance for its enterprise fund.

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

The financial reporting entity consists of the primary government and other organizations that are included fo insure
that the financial statements to be misleading. The primary government of the City consists of all funds, departments,
boards and agencies that are not legally separate from the City.

Component units are legally separate organizations for which the City is financially accountable. The City is financially
accountable if it appoints a voting majority of the organization's governing body and (1) the City is able to significantly
influence the programs or services performed or provided by the organizations; or (2) the City is legally entitled to or
can otherwise access the corganization's resources: The City is legally obligated or has otherwise assumed the
responsibility to finance the deficits of, or provided financial support to, the organization; or the City is obligated for the
debt of the organization. Component units alse include organizations that are fiscally dependent on the City in that the
City approves the budget, levies their faxes or issues their debt.

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

Related Organizations — The following is a related organization for which the City appoints one or more of the Board
of Directors but it does not meet any of the reporting entity criteria;

» Southern Georgia Regional Commission
Joint Ventures — The City participates in the following joint venture:

Southern Georgia Regional Commission (SGRC) - The City, 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 1889) provides for the organizational structure of the RCs. Each
county and municipality in the state is required by law fo pay minimum annual dues fo the RC. 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 appointed from the region by the Governor, 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 229-333-
5277.

"1-B. Basis of Presentation
The City's basic financial statements consist of government-wide statements, including a statement of net position

and a statement of activities and fund financial statements, which provide a more detailed level of financial
information.
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City of Nicholls, Georgia
Notes to Financial Statements
For the Year Ended June 30, 2016

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Government-wide Financial Statements - The government-wide financial statements include the statement of net
position and the statement of activities. These statements report financial information for the City as a whole. 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.

Fund Financial Statements — During the year, he City segregates transactions related to certain City functions or
activities in separate funds in order to aid financial management and to demonstrate legal compliance. Fund financial
statements are designed to present financial information of the City at this more detailed level. Fund financial
statements are provided for governmental and proprietary funds.

Major individual governmental funds are reported as separate columns.

Fund Accounting — The City uses funds to maintain its financial records during the year. A fund is a fiscal and
accounting entity with a self-balancing set of accounts. The City uses two categories of funds: governmental and
proprietary.

Governmental Funds - 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. Expendable assets are assigned to the various governmental funds according to the purposes for which
they may or must be used. Fund liabilities are assigned to the fund from which they will be liquidated. The City reports
the difference between governmental fund assets and liabilities as fund balance. The City has the following major
governmental funds:

General Fund - The General Fund is the main operating 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.

2012 SPLOST Fund — The 2012 SPLOST Fund is used to account for the collection and disbursement of the
2012 1% Special Local Option Sales Tax (SPLOST) funds to be used for the acquisition of equipment or
construction of major capital facilities or infrastructure and other projects.

Proprietary Funds - Proprietary Funds are accounted for using economic resources measurement focus and the
accrual basis of accounting. The accounting objectives are determinations of net income, changes in net position and
cash flows. 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 biling 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 costs
are financed through charges to 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 {o Financial Statements
For the Year Ended June 30, 2016

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

1-C. Measurement Focus

Government-wide Financial Statements - The government-wide financial statements are prepared using the
economic resources measurement focus. All assets and liabilities associated with the operation of the City are
included on the statement of net position. The statement of activities reports revenues and expenses.

Fund Financial Statements — All governmental fund financial statements are accounted for using the current
financial resources measurement focus. With this measurement focus, only current assets and current liabilities
generally are included on the balance sheet. The statement of revenues, expenditures and changes in fund balances
reports the sources (i.e., revenues and other financing sources) and uses (i.e., expenditures and cther financing uses)
of current financial resources. This approach differs from the manner in which the governmental activities of the
government-wide financial statements are prepared.

Governmental fund financial statements therefore include a reconciliation with brief explanations to better identify the
relationship between the government-wide statements and the governmental fund statements.

Like the govermnment-wide statements, the proprietary fund is accounted for on a flow of economic resources
measurement focus on both financial reporting levels. All assets and all liabilities associated with the operation of
these funds are included of the statement of net position. The statements of changes in fund net position present
increases (i.e., revenues) and decreases (i.e., expenses) in net total assets. The statement of cash flows provides
information about how the City finances and meets the cash flow needs of its proprietary activities.

1.D. Basis of Accounting

Basis of accounting determines when transactions are recorded in the financial records and reported on the financial
statements. Government-wide financial statements are prepared using the accrual basis of accounting. At the fund
reporting level, the governmental funds use the modified accrual basis of accounting. The proprietary fund uses' the
accrual basis of accounting at both reporting levels. Fiduciary funds are reported on the accrual basis at the fund
reporting level. Differences in the accrual and the medified accrual basis of accounting arise in the recognition of
revenue, the recording of deferred revenue, and In the presentation of expenses versus expenditures.

Revenues — Exchange Transactions — Revenue resulting from exchange transactions, in which each party gives
and receives essentially equal value, is recorded on the accrual basis when the exchange takes place. On the
modified accrual basis, revenue is recorded when the exchange takes place and in the fiscal year in which the
resources are measurable and become available. Available means that the resources will be collected within the
current fiscal year or are expected to be collected soon enough thereafter to be used to pay liabilities of the current
fiscal year. For the City, the phrase “available for exchange transactions” means expected to be received within 60
days of year-end. '

Revenues — Non - exchange Transactions — Non-exchange transactions in which the City receives value without
directly giving equal value in return, include sales, property taxes, grants and donations. On an accrual basis, revenue
from sales taxes is recognized in the periéd in which the taxable sale takes place. Revenue from property taxes is
recognized in the fiscal year for which the taxes are levied (Note 3-C). Revenue from grants and donations is
recognized in the year in which all eligibility requirements have been satisfied. Eligibility requirements include timing
requirements, which specify the year when the resources are required to be used or the year when use is first
permitted, matching requirements, in which the City must provide local resources to be used for a specific purpose,
and expenditure requirements, in which the resources are provided to the City on a reimbursement basis. On a
modified accrual basis, revenue from non-exchange transactions also must be available (i.e., collected within 60 days)
before it can be recognized.

Under the modified accrual basis, the following revenue sources are considered o be susceptible to accrual: property
taxes, sales taxes, charges for services and federal and state grants.
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City of Nicholls, Georgia
Notes to Financial Statements
For the Year Ended June 30, 2016

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Unearned Revenue — Unearned revenue arises when assets are recognized before revenue recognition criteria have
been satisfied.

On both the government-fund financial statements and the government-wide financial statements, revenues are
deferred for:

» Grants and entitlements received before the eligibility requirements are met {e.g., cash advances).

Expenses/Expenditures — On the accrual basis of accounting, expenses are recognized at the time they are
incurred. On the madified acecrual basis, expenditures generally are recognized in the accountlng period in which the
related fund liability is incurred and due, if measurable.

1-E. Assets, Liabilities and Fund Equity
1-E-1. Cash, Cash Equivalents, and Investments

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.

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

Georgia law authorizes the City to invest in the following type of obligations:
¢ Obligations of the State of Georgia or any other states
Obligation of the Unites States Government
Obligations fully insured or guaranteed by the United States Government or Government Agency
Obligations of any corporation of the United States Government
Prime bankers’ acceptances
The State of Georgia local government investment pool (i.e., Georgia Fund 1)
Repurchase agreements
Obligations of the other political subdivisions of the State of Georgia

1-E-2. Receivables

All trade and property tax receivables are shown net of an allowance for uncollectibles, where applicable.

1-E-3. Interfund Balances

On the fund financial statements, receivables and payables resulting from short-term interfund loans are classified as
“interfund receivables/interfund payables.” These amounts are eliminated in the governmental activities column of the
statement of net position.

1-E-4. Consumable Inventories

The costs of inventories are recorded as expenditures when purchased in all funds. The costs of inventories at year
end, if any, are not considered material to the financial statements.

1-E-5. Prepaid ltems
Payments made to vendors for services that will benefit future accounting periods are recorded as prepaid items using
the consumption method by recording an asset for the prepaid amount and reflecting the expenditure/expense in the

year in which the services are consumed. At the fund reporting level, an equal amount of the fund balance is
reserved, as this amount is not available for general appropriations.
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City of Nicholls, Georgia
Notes to Financial Statements
For the Year Ended June 30, 2016

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

1-E-6. Restricted Assets

Proceeds from certain revenues and other rescurces 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 has been restricted
by the City Council, applicable statutes or agreements.

1-E-7. 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 fo
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 expensed.

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

Assets Years
Primary Government; .
Buildings 25-50
Water and sewer system 10-40
Improvements 25
Equipment, vehicles and furniture 7-10
Infrastructure 25-50

At the inception of capital leases at the governmental fund reporting level, expenditures and an “cther financing
source” of an equal amount are reported at the net present value of future minimum lease payments. ’

1-E-8, 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. A

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

1-E-9. Accrued Liabilities and Long-term Obligations

All payables, accrued liabilities and long-term obligations are reported in the government-wide financial statements.

In general, governmental fund payables and accrued liabilities that, once incurred, are paid in a timely manner and in
full from current financial resources, are reported as obligations of these funds. However, compensated absences that
will be paid from governmental funds are reported as a liability in the fund financial statements only to the extent that

they are “due for payment” during the current year. Notes are recognized as a liability in the governmentail fund
financial statements when due. . '
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City of Nicholls, Georgia
Notes to Financial Statements
For the Year Ended June 30, 2016

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
1-E-10. Deferred inflows/Quftfiows

In addition to assets, the statement of net position will sometimes report a separate section for deferred outflows of
resources. This separate financial statement element, deferred outflows of resources, represents a consumption of
net position that applies to future period{s) and so will not be recognized as an outflow of resources
(expenses/expenditure) until then. The City did not have any items that qualify for reporting in this category for the
year ended June 30, 2016 with the exception of the pension items discussed below.

In addition to liabilities, the statement of net position and the balance sheet for governmental funds will sometimes
report a separate section for deferred inflows of resources. This separate financial statement, deferred infliows of
resources, represents an acquisition of net position that applies to future period{s) and so wilt not be recognized as an
inflow of resources (revenue} until that time. The City has one item that qualifies for reporting in this category in
addition to the pension items discussed below. This item arises only under the modified accrual basis of accounting.
Accordingly, the item, unavailable revenue, is reported only in the governmental funds balance sheet. the
governmental funds report unavailable revenue from property taxes and grants and these amounts are deferred and
will be recognized as an inflow of resources in the period in which the amounts become available.

The City also has deferred inflows and outflows related to the recording of changes in its net pension liability. Certain
changes in the net pension liability are recognized as pension expense over time instead of all being recognized in
the year of occurrence. Experience gains or losses result from periodic studies by the City's actuary which adjust the
net pension liability for actual experience for certain trend information that was previously assumed, for example the
assumed dates of retirement of plan members. These experience gains or losses are recorded as deferred outflows of
resources or deferred inflows of resources and are amortized into pension expense over the expected remaining
service lives of plan members. Changes in actuarial assumptions which adjust the net pension liability are also
recorded as deferred outflows of resources or deferred inflows of resources and are amortized into pension expense
over the expected remaining service lives of plan members. The difference between projected investment return on
pension investments and actual return on those investments is also deferred and amortized against pension expense
over a five year period.

1-E-11. 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 — Fund balances may be classified as follows:

+ Nonspendable — Fund balances are reported as Nonspendable when amounts cannot be spent because
they are either (a) not in a spendable form (i.e., iterns that are not expected to be converted to cash) or (i)
legally or contractually required to be maintained intact.

» Restricted — Fund balances are reported as restricted when there are limitations imposed on their use either
through the enabling legistation adopted by the City Council or through external restrictions imposed by
creditors, grantors or [aws or regulations of other governments.

* Committed — Fund balances are reported as committed when they can be used only for specific purposes
pursuant to constraints imposed by formal action of the City council through a motion. The fund balance must
result from a specific revenue stream committed for a specific purpose. Only the City Council may modify or
rescind the commitment.

e Assigned — Fund balances are reported as assigned when amounis are restrained by the City Councils intent
to be used for specific purposes, but are neither restricted nor committed. By motion, only the City Council
can authorize an assignment of fund balances. Also, any of the fund balance reported at year-end that is
included in the subsequent years’ budget is reported as assigned.

+ Unassigned — Fund balances are reported as unassigned as the residual amount when the balances do not
meet any of the above criterion. The City reports positive unassigned fund balance only in the general fund.
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {Continued)

Net Position Flow Assumptions — In order to report net position as restricted — net position and an unrestricted —
net position of the government-wide and proprietary fund financial statements, the City has established a flow
assumption policy. It is the City’s policy to use restricted — net position first before using unrestricted — net position.

Fund Balance Flow Assumptions — It is the City's policy to consider restricted fund balance to have been used
before any of the components of unrestricted fund balance. Further, when the components of unrestricted fund
balance can be used for the same purpose, it is the City’s policy to use fund balance in the following order:

e Committed
¢ Assigned
¢ Unassigned

Net Position — Net position represents the difference between assefs and liabilities. The net invested in capital
assets, consists of capital assets, net of accumulated depreciation, reduced by the outstanding balances of any
borrowing used for the acquisition, construction or improvemaent of those assets. This net investment amount is also
adjusted by any bond issuance deferral amounts. Net position is reported as restricted when there are limitations
imposed on their use either through the enabling legisiation adopted by the City or through external restrictions
imposed by creditors, grantors or laws or regulations of other governments. All other net position is reported as
unrestricted. '

1-E-12. Operating Revenues and Expenses

Operating revenues are those revenues that are generated directly from the primary activity of the enterprise fund. For
the City, those revenues are charges for services for providing water and sewer services. Operating expenses are
necessary costs incurred to provide the good or service that are the primary activity of each fund. Nonoperating
revenues are investment earnings and operating grants, Nonoperating expenses include the loss on the disposition of
capital assets. '

1-E-13. Interfund Activity

Exchange transactions between funds are reported as ravenues in the seller funds and as expenditures/expenses in
the purchaser funds. Flows of cash or goods from one fund to another without a requirement for repayment are
reporied as interfund transfers. Interfund transfers are reported as other financing sources/uses in governmental
funds and in the after non-operating revenues/expenses section in the proprietary fund. Repayments from funds
responsible for particular expenditures/expenses to the funds that initially paid for them are not presented on the
financial statements (i.e., they are netted).

Transfers between funds reported in the governmental activities column are eliminated.
1-E-14. Use of Estimates
The preparation of financial statements in conformity with generally accepted accounting principles regquires

rmanagement 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.

1-E-15. Comparative Data

Comparative total data for the prior year have been présented only for individual in the financial statements in order to
provide an understanding of the changes in the financial position and operations of these funds.
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NOTE 2 - STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILITY .

2-A. Budgetary Information - The City adopts an annual operating budget for all governmental funds except the
capital projects funds, which have an adopted annual budget. The budget resolution reflects the total of each
department’s appropriation in each fund.

Annual budgets are adopted on a basis consistent with generally accepted accounting principles with the exception of
the capital projects funds, which have project length budgets, rather than annual budgets.

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.

The original 2016 budget was amended during the year. All unexpended annual appropriations lapse at year-end.

NOTE 3 - DETAILED NOTES ON ALL FUNDS

3-A. Deposits

Deposits — The City’s cash and investment policy limits depoesits 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 statutes 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 fallure
the City’s deposits may not be recovered.

As of June 30, 2016, 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
$2,126,769 and the carrying amount was $2,150,388.

Cash and cash equivalents reconciliation:

Cash and
Cash
Equivalents
Fund Reporting Level:
Governmental Funds - Balance Sheet 3 1,158,742
Proprietary Fund Type Statement of Net Assets . 968,027

Total _ 2,12
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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 $ 13,500 $ 23,675 $ 37628 $ 74,803 $ (10,800) $ 64,003
Water and sewer ' - 90,647 - 90,647 {18,320) 72,327
Total 13,500 114,322 37,628 165,450 $ {(20120) § 136,330

Less allowance for
uncollectibles - {29,120) - {28,120}

Net receivables $ 13,500 5 85202 . % 37,628 $ 136,330

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 80 days after the final notification 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 2015 was as follows:

Property taxes attached as an enforceable lien on property as of January 1, 2015. The tax levy was approved on
August 3, 2015. Taxes became dug on December 20, 2015 and became delinquent on January 15, 2016.

'

3-D. Capital Assets

Governm'ental Activities:

Balance Balance
6/30/2015 Additions Deductions 6/30/2016
Capital assets, not being depreciated
Land $ 67,862 3 - $ - $ 67,862
Total capital assets, not being depreciated 67,862 - - 67,8f62
Depreciable capital assets
Building and improvements 1,306,864 13,563 - 1,410,427
Machinery and equipment 436,226 65,633 - 501,859
Infrastructure 536,463 53,852 - 590,315
Total depreciable capital assets 2,369,653 133,048 - 2,502,601
Total éapital assets 2,437,415 133,048 - 2,570,463
Less accumulated depreciation:
Buildings and improvements 529,632 34,934 - 564,466
Machinery and equipment . 243,637 27,247 - 270,884
Infrastructure 107,817 14,084 - 121,801
Total accumuiated depreciation 880,986 76,265 - 957,251
Governmental activitiescapital assets, net $ 1,556,429 $ 56,783 3 - $ 1613212
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NOTE 3 - DETAILED NOTES ON ALL FUNDS (Continued)

Depreciation expense was charged to governmental activities as follows:

Governmental activities depreciation expense:
General government $ 3,999
Public safety 30,326
Public works 18,788

Culture and recreation 23,152
Total $ 76,265
Business Type Activities:
Balance Balance
6/30/2015 Additions Dedugctions 6/30/2016
Capital assets, not being depreciated
Land $ 143,374 $ - $ - $ 143,374
Total capital assets, not being depreciated 143,374 - - - 143,374
Depreciable capital assets:
Water and sewer system 13,383,366 - - 13,383,366
Machinery and equipment 149,411 - - 149,411
Total capital assets, being depreciated 13,632,777 - - 13,632,777
Total capital assets 13,676,151 - - 13,676,151 ’
Less accumulated depreciation:
Water and sewer system 5,050,555 334,584 - 5,385,139
Machinery and equipment 136,994 3,637 - 140,631
Total accumulated depreciation 5,187,549 338,221 - 5,525,770
Business-type activities
capital assets, net $ 8,488,602 $ (338,221) % - $ 8,150,381

' 3-E. Interfund Receivables, Payables and Transfers

Interfund Balances — Interfund balances at June 30, 2016, consisted of the following amounts and represent charges
for services or reimbursable expenses. These remaining balances resulied 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 to:

General fund

3-F. Short-term Debt

Payable from:

Water and
sewer fund

3 155481

The City did not incur any short-term debt during the year.
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NOTE 3 - DETAILED NOTES ON ALL FUNDS (Continued)
3-G. Long-term Debt

Business-type Activities — The City has two Water and Sewer revenue bonds ouistanding and a note payable
outstanding at June 30, 2016 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 menies for the purpose
of creating and maintaining a reserve equal to one annual principal and interest payment. At June 30, 2015 the water
sinking fund account had a balance of $57,713.

There are several restrictions contained in the bond ordinance of the City's Water Bonds. The City is in general
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 to be amortized with a monthly installment of principal and interest 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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NOTE 3 - DETAILED NOTES ON ALL FUNDS (Continued)

Annual debt service requirements for the two Water and Sewer revenue bonds as of June 30, 2016 are as follows:

Year Ending
June 30, Principal Interest Total
2017 $ 79,787 $ 123,447 $ 203,234
2018 82,671 119,713 202,384
2019 86,688 115,846 202,534
2020 89,844 111,790 201,634
2021 98,144 107,590 205,734
2022-2026 430,785 477,135 907,920
2027-2031 539,255 368,665 907,920
2032-2036 675,038 232,882 907,920
2037-2041 679,269 65,925 745,194

3 2,761,481 3 1,722,993 $ 4,484,474

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, 20186 are as follows:

Year Ending
June 30, Principal Interest Total
2017 $ 57,077 3 9,750 $ 66,827
2018 59,437 7,390 66,827
2019 61,911 4,916 66,827
2020 64,485 2,342 66,827
2021 16,491 170 16,681

$ 258,401 $ 24,568 $ 283,969
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NOTE 3 - DETAILED NOTES ON ALL FUNDS (Continued)

Changes in Long-term Debt - Changes in the City's long-term obligations consisted of the following for the year ended
June 30, 2016:

: Amounts
Outstanding Cutstanding Due Within
8/30/2015  Additions Reductions 6/30/2016 One Year
Governmental Activities
Net pension liability 3 6,553 $ 64,873 $ (18854 % 52,572 $ -

Total Governmental Aclivities 3 6,553 $ 64,873 $§ (18854 & 52,672 $ -

Amounts
Qutstanding Qutstanding - Due Within
8/30/2015  Additions Reductions 6/30/2016 One Year
Business-type Activities
Major Enterprise Fund
Water and Sewer Fund:

1981 Series $ 110,000 $ - $ (17,0000 § 93,000 $ 17,000
2000 Series 2,728,113 - (59,631) 2,668,482 62,787
Note Payable 314,162 - (54,761) 259,401 57,077
Net pension liability 4,438 43,938 {12,285) 36,091 -

Total Business-type Activities $ 3152275 $ - $ (131,392) $ 3,020,883 $ 136,864

3-H. Net Investment in Capital Assets

The "nst investment in capital assets” reported on the government-wide statement of net position as of June 30, 2016
are as follows:

Business-
Governmental type
Activities Activities
Cost of capitat assets $ 2,570,463 $ 13,676,151
Less accumulated depreciation 957 251 5525770
Book value 1,613,212 8,150,381
Less capital related debt - 3,020,883

Invested in capital assets, net of related debt $ 1613212 $ 5129498
NOTE 4 - OTHER INFORMATION

4-A. Risk Management

The City is exposed to various risks of loss related to torts; theft of, damage to, 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. Setflement amounts have not exceeded insurance
coverage for the current year or the three prior years. : '
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NOTE 4 - OTHER INFORMATION (Continued)

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 fo, 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 0.C.G.A.

4-B. Commitments and Contingencies

Amounts received or receivable from grantor agencies are subject to audit and adjustment by grantor agencies,l
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 although the City expects such amounts, if any, fo 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 not presently deferminable, 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

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

4-D. Employee Retirement System

A. Plan Description

The City’s defined benefit plan, City of Nicholls Retirement Plan, is administered through the Board of Trustees of the
Georgia Municipal Employees Benefit System (GMEBS), an agent multiple employer pension fund. The plan was
established by a City ordinance under authority of Georgia law. 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 GMEBS issues a publicly available financial report that includes financial statements and required
supplemental information for GMEBS. That report may be obtained at City Hall of Nicholls, Georgia, or by contacting
the Georgia Municipal Association Risk Management and Employee Benefit Services, 201 Pryor Street, S.W., Atlanta,
Georgia 30303-3608.

The plan provides benefiis upon retirement, death, disablement, and termination of employment to plan participants
and beneficiaries, if certain eligibility conditions are met. All full-time employees are eligible for the plan with no waiting
period beginning January 2015. Benefits vest after completing five years of service. Elected officials are not covered
by the plan, Employees who retire after age 65 with 5 years of service or after age 55 with 10 years of credited service
are entitled to a retirement benefit. The plan defines a full-time employee as one working at least 35 hours per week,
Retirement benefits are 1.5% of final average earnings. Final average eamings are an average of the 5 highest
consecutive years' earnings.
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NOTE 4 - OTHER INFORMATION (Continued)

Employees covered by the benefit terms. At June 30, 2016, the following employees were covered by the benefit
terms:

Inactive employees or beneficiaries currently receiving benefits
Inactive employees entitled but not yet receiving benefits
Active employees

Total

— [
=g N

Contributions. Contributions are determined under the projected unit credit actuarial cost method. The GMEBS Board
of Trustees has adopted an actual funding policy for determination of annual contributicns. For the year ended June
30, 2015, the actuarially determined rate was 7.02% of annual pay. The City's contribution to the Plan totaled $29,398
for the year ended June 30, 2015.

B. Net Pension Liability

The City's net pension liability was measured as of September 30, 2015, and the total pension liabifity used to
calculate the net pension liability was determined by an actuarial valuation as of that date.

Actuarial assumption and actuarial cost method. The mortality and economic actuarial assumptions used in the
January 1, 2016 valuation were hased on the results of an actuarial experience study for the period January 1, 2010
through June 30, 2014.

Actuarial assumptions:

Inflation 3.25%

Salary increases 3.25% plus service hased merit increases
fnvestment rate of return 7.75%

Post-retirement benefit increases . Not applicable

Mortality rates were based cn the following:

Healthy: RP-2000 Combined Healthy Mortality Table with sex-distinct
: rates, set forward two years for males and one year for
females
Disabled: RP-2000 Disabled Retiree Mortality Table with sex-distinct
rates
Plan termination basis (all lives): 1984 Group Annuity Reserving Unisex Table

The long-term expected rate of return on pension plan investments was determined using a building-block method in
which best-estimate ranges of expected future real rates of return {expected returns, net of pension plan investment
expense and inflation) are developed for each major asset class. These ranges are combined fo produce the long-
term expected rate of return by weighfing the expected future real rates of return by the target asset allocation
percentage and by adding expected inflation. Best estimates of arithmetic real rates of return for each major asset
class included in the pension plan's target asset allocation as of September 30, 2015 are summarized in the following
table:

35



City of Nicholls, Georgia
Notes to Financial Statements
For the Year Ended June 30, 2016

NOTE 4 - OTHER INFORMATION {Continued)

Long-Term Long-Term
Target Expected Real Nominal Real
Asset Class Allocation Rate of Return Rate of Return
Domestic equity 50% 5.95% 9.20%
International equity 15% 6.45% 9.70%
Fixed income 25% 1.55% 4.80%
Real estate 10% 3.7%% 7.00%
Cash : 0%
Total 100%

Discount rate. The discount rate used to measure the total pension liability was 7.75 percent. The projection of cash
flows used to determine the discount rate assumed that City contributions will be made at rates equal to the actuarially
determined contribution rates. Based on those assumptions, the pension plan's fiduciary net position was projected to
be available to make all projected future benefit payments of current active and inactive employees. Therefore, the
long-term expected rate of return on pension plan invesiments was applled to all periods of projected benefit

payments to determine the tofal pension liability.

Changes in the Net Pension Liability

Balances at June 30, 2015

Changes for the year:

Service cost

Interest

Differences between expected
and actual experience

Contributions - employer

Contributions - employee

Net investment income

Benefit payments, including refunds
of employee contributions

Administrative expenses

Other

Net changes

Balances at June 30, 2016

Increase (Decrease)

Total Pension Plan Fiduciary Net Pension
Liability Net Position Liability

$ 506,663 3 495672 $ 10,991
21,308 - 21,308

38,810 - 38,810

48,562 - 46,562
- 26,544 (26,544}
- 5,080 {5,080}

(11,788) {11,788) -

- (2,131) 2,131

04,892 17,705 | 77,187

$ 601,656  §

513,377 $ 88,178
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Sensitivity of the Net Pension Liability to Changes in the Discount Rate

The following represents the net pension liability of the City, calculated using the discount rate of 7.75%, as well as
what the City's net pension liability would be if it were calculated using a discount rate that is one percentage point
lower (6.75%) of one percentage point higher (8.75%) than the current rate:

Current
1% Decrease Discount 1% Increase
{6.75%) {7.75%) {8.75%)
Net pension liability $ 160,174  $ 88,178 § 27,354

Changes of Assumptions

As a result of the plan change to provide immediate participation for Employees, for the Fiscal Year ending in 20186,
the eligibility assumption has been changed from six months to immediate. The increase in the Plan's NPL is minimal
and has been included in the differences between expected and actuarial experience.

Amounts reported for the Fiscal Year ending in 2016 and later reflect the following assumption changes based on the
results of an actuarial experience study covering the period January 1, 2010 to June 30, 2014:
s The mortality table for disabled pariicipants was changed fo remove the two-year set-forward for males and
the one-year set-forward for females.
» The turnover rates were updated to introduce select rates for service less than five years and to reduce the
ultimate rate by 15% and to assume no turnover on and after age 55. The select period rates were further
constrained to not be less than the ultimate rates.

» The retirement rates where normal retirement is only available on or after age 65 were changed from the prior
assumption of 100% at age 65 to the new assumption of 60% at ages 65 to 69 and 100% at age 70. Where
normal retirement is available prior to age 65, the rates were changed from the prior assumption of 100% at
eartiest unreduced age, but not below age 60, to the new assumption of 10% at ages 55 to 59, 20% at age
80, 25% at age 61, 35% at age 62, 40% at age 63, 45% at age 64, 50% at ages 65 to 69, and 100% at age
70.

+ the inflation assumption was decreased from 3.50% to 3.25%

» The salary increase assumption was changed from select period rates during the first five years of service,
followed by age-related rates to an assumption based on new service-related rates. Under the prior
assumption, the salary increased ranged from 4.00% to 11.00% and include an inflation assumption of 3.25%

Benefit Changes

Effective 'January 1, 2015 the Plan was amended to provide for immediate participation for Employees. This change
has no impact on service credited under the Plan and has no impact on benefits.

Pension plan fiduciary net position. Detailed information about the pension plan's fiduciary net position is available in
the separately issued GMEBS Retirement Trust financial report. The Georgia Municipal Employee Bengfit System
issues a publicly avaitable financial report that includes financial statements and required supplementary information
of GMEBS. That report may be obtained by writing to Georgia Municipal Assocciation, Risk Management and
Employee Benefit Services, 201 Pryor Street, NW, Atlanta, Georgia 30303 or by calling 404-688-0472. The plan's
fiduciary net position has been determined on the same basis as that used by the plan.

The GMERBS's financial statements are prepared using the accrual basis of accounting. Contributions are recognized

as revenues in the period in which the contributions are received. Investment income is recognized as earned by the
GMEBS. The net appreciation (depreciation) in the fair value of investments held by the GMEBS is recorded as an
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increase (decrease) to investment income based on the valuation of investments as of the date of the Statement of
Net Position. Plan refunds, transfers and benefits to participants are recorded as they are received or paid. Other
expenses are recorded when the corresponding liabilities are incurred, regardless of when payment is made.
investments are reported at fair value as of the Statement of Net Position date.

investments of the System consist of common and preferred stocks, corporate fixed income securities, equity and
fixed income mutual funds, governmental and governmental agency securities, and real estate. There are no
investments in any one organization other than the securities guaranteed by the U.S. government that represent five
percent or more of plan net position. Securities traded on a national or international exchange are valued at the last
reported sales price at current exchange rates. Invesiments in real estate funds are valued based n appraisals and
valuations prepared by American Realty Advisors. Temporary cash and cash equivalent investments are reported at
cost, which approximates fair value. Investments that do not have an established market are reported at estimated fair
values.

C. Pension Expense and Deferred Outflows of Resources and Deferred Inflows of Resources Related to Pensions

Pension Expense:

Service cost . $ 21,308
Interestin TPL 38,810
Administrative expenses 2,131
Expected return on assets {38,904)
Expensed portion of current period differences between expected and actual

experience in TPL 7,762
Expensed portion of current year period differences between projected

and actual investment earnings 6,764
Current year recognition of deferred inflows and outflows established in prior years (5,206)

Total expense $ 32,665

For the year ended June 30, 2016, the City recognized pension expense of $32,665. At June 30, 2016, the City
reported deferred outflows of resources and deferred inflows of resources related to pensions from the following
sources:;

Deferred Deferred
Quiflows Inflows
of Resources of Resources
Differences between expected and actual experience 3 38,800 3 (11,520)
Contribution made subsequent to the measurement date 19,097 -
Changes of assumptions 3,240 -
Net difference between projected and actual earnings of
pensicon plan investments 17,852 -
Total _ 3 78,789 $ {11,520)
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Deferred outflows/(inflows} of resources related to pensions will be recognized in pension expense as follows:

Year Ended June 30;
2017 $ (9,319)
2018 (9,319)
2019 {9,319)
2020 (12,455)
2021 (7,760
Total $ (48,172)-

The following table provides detail regarding the deferred outflows and inflows of resources on the government-wide
statement of net position for governmental aclivities and business-type activities, and on the proprietary funds
statement of net position for the water and sewer fund.

Government-Wide Proprietary Funds
Governmental -  Business-Type Water and
Activities Activities Sewer Fund
Deferred Outflows:
Pensions:
Differences between expected and actual experience $ 23,133 $ 15,667 $ 16,667
Contributions made subsequent to the measurement date 11,386 7,711 7,711
Changes of assumptions 1,932 1,308 1,308
Net difference between projected and actual earnings of
pension plan investments 10,524 7,128 7,128
Total deferred cutflows $ 46,975 $ 31,814 $ 31,814
Deferred Inflows:
Pensions:
Differences between expected and actual experience ’ 3 6,868 $ 4,652 3 15,667
Total deferred inflows $ 6,868 3 4,652 $ 15,667

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

On November 7, 2000, Coffee County voters approved a referendum imposing a special one percent retait 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 $805,380 has been collected. Of this amount, 100 % 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
Ambrose. As mentioned in Note 4-B, the City entered into an intergovernmental agreement with the County. This
revenue is reported in the 2006 SPLOST special revenue fund. The purpose is to fund various capital projects of the
City of Nicholls. A total of $52,083 has been collected. Of this amount, 100 % has been expended.

On March 15, 2011, Coffee County voters approved & 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
$588,385 has been collected as of June 33, 2015. Of this amount, 48.6% has been expended.
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NOTE 4 - OTHER INFORMATION (Continued)

4-F Other Post-Employment Benefits

The City provides funding for continued healthcare benefits to retired employees. The Healthcare Plan, administered
by Georgia Municipal Association, provides medical and prescription drug benefits to those who qualify. Continued
healthcare benefits in the form of single coverage will be paid at 75% of the premium. All city employees may
become eligible for post employment health care benefits if they retire with 20 or more years of service and are 55
years of age. - This benefit is limited to a period until the employee reaches age 65, becomes eligible for a health
insurance plan or becomes Medicare eligible, at which time the benefit terminates. Nonworking spouses of retirees
who are eligible dependents of the retiring employee may be included in the health insurance plan. The City has the
authority to amend or terminate this benefit. The Healthcare Plan was established by City Council and it may be
amended by the same Council.

The Healthcare Plan is a single-employer defined benefit post-retirement healthcare. The City feels the Plan is
immaterial and has not elected to advance fund the Plan, but rather maintains the Plan on a “pay as you go” basis.
As of June 30, 20186, early retiree health insurance had no participants.
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City of Nicholls, Georgia
Schedule of Required Supplementary Information
Schedule of Changes in Net Pension Liability and Related Ratios
Georgia Municipal Employees Benefit System
For the Fiscal Year Ended June 30, 2016

June 30, 2015

June 30, 2018

Total Pension Liability

Service cost $ 23,714 3 21,308
interast 36,054 38,810
Differences between expected and actual experiences (17,282) 46,562
Changes of assumptions 4,858 -
Benefit payments, including refunds of employee paymenis (11.787) (11,788)
Net change in total pension liability 35,557 94,892
Total pension liability - beginning 471,106 506,663
Total pension liability - ending (a) $ 506,663 $ 601,555
Plan Fiduciary Net Position
Contributions- employer T8 29,172 § 26,544
Contributions- employee _ - -
Net investment income . 49,639 5,080
Benefit payments, including refunds of employee payments {11,787) (11,788)
Administrative expense . o (1,723} (2,131)
Net change in fiduciary net position . 65,301 17,705 ,'
Plan fiduciary net position - beginning 430,371 495,672
Plan fiduciary net position - ending (b) 3 495,672 $ 513377
Net pension liability - ending (a)-(b) $ 10,991 3 88,178
Plan fiduciary net position as a percentage of
the total pensicn liability 97.83% - 85.34%
Covered-employee payroll $ 357,103 § , 358,735
Net pension liability as a percentage of S
covered employee payroll 3.08% 24.58%

Notes to Schedule:
2015 was the first fiscal year that data has been measured in accordance with
GASB Statement 68. This schedule will present 10 years of information
once it is accumulated.
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City of Nicholls, Georgia
Schedule of Required Supplementary Information
Schedule of Contributions
Georgia Municipal Employees Benefit System
For the Fiscal Year Ended June 30, 2016

Actuarially determined contribution
Contributions in relation fo the

actuarially determined contributions
Contribution deficiency (excess)

Covered-employee payroll

Contributions as a percentage of
covered-employee payroll

Notes to Schedule:
Valuation date

June 30, 2015 . June 30, 2016

$ 25463 $ 27,765
29,172 26,544

$ (3709) $ 1,221
$ 357103 § 358735
8.17% 7.40%

January 1, 2016 with an interest adjustment to the fiscal year.

Methods and assumptions used fo determine contribuﬁon rafes:

Actuarial cost method
Amortization method
Remaining amortization period
Asset valuation methed

Assumed rate of return on investments
Projected salary increases

Cost of living adjustments

Retirement age

Mortality

Projected unit credit

Closed level doltar for remaining unfunded liability

N/A

Sum of actuarial value at beginning of year and the cash flow during the
year plus the assumed investment return, adjusted by 10% of the amount
that the value exceeds or is less than the market value at the end of the .

- year. The actuarial value is adjusted, if necessary, to be within 20% of

market value.

7.75%

3.25% plus service based merit increases

0.00%

65 with 5 years of service or after age 55 with 10 years of service
RP-2000 Healthy Mortality Table with sex distinct rates, set forward
two years for males and one year for females. RP-2000 Disabled
Retiree Mortality Table with sex-distinct rates.

Benefit changes: Effective January 1, 2015, the Plan was amended to provide for immediate participation
of Employees. This change has no impact on service credited under the Plan and has no impact on benefits.

2015 was the first fiscal year that data has been measured in accordance with GASB Statement 68.
This schedule will present 10 years of information once it is accumulated.
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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, 2016

Variance with

Final Bucget
Budgeted Amounts Over
Original __ Final Actual (Under)
Revenues , ' T '
Property taxes $ 255,000 $ 255,000 $ 244084 3 (10,9186)
Local option sales & use taxes 225,000 225,000 236,040 11,040
Beverage excise taxes 19,000 19,000 24,028 5,028
Insurance premium taxes 150,000 150,000 161,222 11,222
Penalties and interest on delinquent taxes - - 1,124 1,124
Other taxes 5,000 5,000 5812 812
Licenses and permits 13,500 13,500 9,645 (3,855)
Fines and forfeitures 32,000 32,000 40,225 8,225
Charges for services 121,500 121,500 119,886 (1,614)
Investment earnings 2,000 2,000 2,745 745
Intergovernmental - 36,000 52,343 16,343
Misceltaneous 8,500 - 8,500 9,156 __656
Total revenues 831 ;500 867,500 906,310 38,810
Expenditures
Current;
General government;
Legislative 15,000 15,000 14,926 (74)
General administration 110,000 110,000 96,493 (13,507)
Total general government 125,000 125,000 111,419 {13,581)
Judiciary:
Municipal court 10,0Q0 10,000 8,637 (3,383)
Total judiciary 10,000 10,000 6,637 (3,363)
Public safety:
Police 336,000 338,000 208,365 (37,635)
Jail : 5,000 10,000 9,506 (494)
Fire department 18,000 43,000 . 42,226 (774)
E-911 15,000 15,000 7.021 (7.979)
Total public safety 374,000 404,000 357,118 (46,882)
Public works: ' o
Solid waste : 120,000 126,000 125,694 {306)
Streets 175,500 : 175,500 165,607 (9.893)
Total public works _ 295,509 391 500 2_91,301 (10,199)
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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, 2016

Variance with

Final Budget
Budgeted Amounts Over
Original Final Actual (Under)
Culture and recreation: ' -
Recreation 5,000 5,000 4,848 (152)
Library 8,500 8,500 5,675 (2,825)
Total culture and recreation 1 3,500 13,500 1_0,523 (2\,9}77)
Housing and development:
Founders Day 10,000 10,000 3,332 {6,668)
GCther 3,500 3,500 - (3,500)
Total housing and development 13,500 13,500 3,332 (10,168)
Total expenditures 83:1 500 867,500 780,330 (87,170)
Excess (deficiency) of revenues
over (under) expenditures $ - 3 - § 125,980 $ 125,980
Fund balances - beginning of year 768,382 768,382
Fund balances - end of year $ 768,382 $ 894,362
Note:

Budgets for the general fund are adopted on a basis that is consistent with accounting
principles generally accepted in the United States as applied {o governments.
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City of Nicholls, Georgia
Notes to Required Supplementary Information
For the Year Ended June 30, 2016

Budgetary Control

Each fund's appropriated budget is prepared on a detailed line item basis. Revenues are budgeted by source.
Expenditures are budgeted by department. This constitutes the legal level of control. Expenditures may not
exceed appropriations at this level. All budget revisions at this level are subject to final review by the City
Council. Within these control levels, management may fransfer appropriations without Council approval.

Budgets and Budgetary Accounting

The City follows these procedures in establishing the budget:

1.

Prior to May 15, the Mayor submits to the City Council.a proposed operating budget for the fiscal
year commencing the following July 1. The operating budget includes proposed expenditures and
the means by which they are to be financed.

The City Council holds a public hearing on the budget, giving notice thereof at least 10 days in.advance .
by publication in the organ of the City of Douglas, the county seat of Coffee County.

The budget is then revised and adopted or amended by the City Council at the first regular meeting
prior to July 1st of the year to which it applies.

" The budget so adopted may be revised during the year only by formal action of the City Council in a

regular meeting and no increase shall be made therein without provision also being made for financing
same. L

The budget is adopted on a basis consistent with generally accepted accounting principles (GAAP).

Budgeted amounts are as originally adopted, of as amended by the Council. Amendménts were made
to the current year's budget. Appropriated annyal budgets have been legally adopted for the General
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City of Nicholls, Georgia

Schedule of Special Purpose Locat Option Sales Tax Expenditures
For the Year Ended June 30, 2016

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

2012 SPLOST:

Public Safety Facilities $ 250,000 $ 250,000 § 187886 $ 54,154 $ 242,040
Public Works Facilities 50,000 50,000 10,200 - 10,200
Recreation Facilities 300,000 300,000 10,000 5,526 15,526
Municipal Buildings 160,220 160,220 - - -
Roads, Streets and Bridges 265,000 265,000 77,608 32,511 110,119
Water/Sewer Improvements 100,000 100,000 - - -
. Total $ 1,125,220 $ 1125220 § 285694 § 92191 §_ 377,885
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City of Nicholls, Georgia
Community Development Block Grant Program
Source and Application of Funds Schedule
Grant # 14p-x-034-2-5785
For the Period September 11, 2015 through June 30, 2016

I,  Total Fiscal Year 2014 CDBG Funds Awarded to Recipient $ 282,435

. Total Amount Drawn Down by Recipient from CDBG $ -

Hl. Less: CDBG Funds Expended by Recipient -

V. Amount of Fiscal Year 2014 - CDBG Funds Held by Recipient $ -
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COMPLIANCE SECTION



Robert W. Goodman

Certified Public Accountant

Member 403 West 16" Street
American Institute of CPAs P. 0. 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

| have audited, in accordance with the auditing standards general accepted in the United State of America and
the standards applicable fo financial audits contained in Government Auditing Standards issued by the
Comptroller General of the United States, 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, 2016, and the related notes to the financia! statements, which collectively
comprise the City of Nicholls, Georgia’s basm financial statements and have issued my report thereon dated
November 23, 2016.

Internal Control over Financial Reporting

In planning and performing my audit, | considered the City of Nicholls, Georgia’s internal control over financial

reporting (internal control) to determine the audit procedures that are appropriate in the circumstances 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 Nicholls, Georgia's internal control. Accordingly, | do not express an opinion
on the effectiveness of the City of Nicholls, Georgia's internal control.

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. A significant deficiency is a deficiency, or a

combination of deficiencies, in internal control that is less severe than a material weakness, yet important enough

to merit attention by those charged with governance.

My consideration of internal control 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 material
weaknesses or significant deficiencies and therefore, material weaknesses or significant deficiencies may exist
that were not identified. Given these limitations, during my audit | did not identify any deficiencies in internal
control that | consider to be material weaknesses. However, material weakness may exist that have not been
identified. | did identify certain deficiencies in internal control, described in the accompanying schedule of
findings and responses that | consider to be significant deficiencies. (2008-3).
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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, |1 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.

City of Nicholls, Georgia’s Response to Findings

City of Nicholls, Georgia’s response to the findings identified in my audit is described in the accompanying
schedule of findings and responses. City of Nicholls, Georgia’s response was not subjected to the auditing
procedures applied in the audit of the financial statements and, accordingly, | express no opinion on it.

Purpose of this Report

The purpose of this report is solely to describe the scope of my testing of internal control and compliance and
the results of that testing, and not to provide an opinion on the effectiveness of the City of Nicholls, Georgia's
internal control or on compliance. This report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering the City of Nicholls, Georgia's internal control and compliance.
Accordingly, this communication is not suitable for any other purpose.

Alma, Georgia
November 23, 2016
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City of Nicholls, Georgia
Schedule of Findings and Responses
For the Year Ended June 30, 2016

Section | - Summary of Auditor's Results

Financial Statements

Type of auditor's report issued Unmaodified

Internal control over financial reporting:

Material weakness(es) identified? yes X no

Significant deficiency(es) identified not considered to be
material weakness(es) X yes no

Noncompliance material to financial statements noted? yes X no

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

Significant Deficiency
2008-3
Condition: There is not an appropriate segregation of duties between recording, distribution, reconciliation

Criteria:

Effect:

Recommendation:

Views of officials:

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 acticns 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 concyrs with the above finding, and is working toward developing better internal
controls over the accounting functions with the limited number personnel available. '
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