CITY OF PAVO, GEORGIA
FINANCIAL STATEMENTS
FOR YEAR ENDED

DECEMBER 31, 2012



CITY OF PAVO, GEORGIA
Table of Contents
December 31, 2012

FINANCIAL SECTION
Independent Auditor’s Report

Basic Financial Statements

Government-wide Financial Statements:
Statement of Net Position
Statement of Activities

Fund Financial Statements:

Governmental Funds:
Balance Sheet
Reconciliation of the Governmental Funds Balance Sheet to
the Government-wide Statement of Net Position
Statement of Revenues, Expenditures, and Changes in Fund Balances
Reconciliation of the Governmental Funds Statement of Revenues,
Expenditures, and Changes in Fund Balances to the Government-wide
Statement of Activities and Changes in Net Position
Statement of Revenues, Expenditures and Changes in Fund Balances —
Budget and Actual — GAAP Basis — General Fund
Statement of Revenues, Expenditures and Changes in Fund Balances —
Budget and Actual — GAAP Basis — Hotel/Motel Tax Fund

Proprietary Funds:
Statement of Net Position
Statement of Revenues, Expenses and Changes in Fund Net Position
Statement of Cash Flows

Notes to Basic Financial Statements

OTHER FINANCIAL INFORMATION

Independent Auditor’'s 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

Schedule of Findings and Responses

City of Pavo’s Correction Action Plan

w

7]

10

1"
12
13-14

15-28

29-30

31-34

35-37



CITY OF PAVO, GEORGIA
Table of Contents
December 31, 2012

Page
Independent Auditor’s Report on the Schedules of Special Purpose Local Option Sales Tax 38
Schedule of Special Purpose Local Option Sales Tax — Brooks County 39
Schedule of Special Purpose Local Option Sales Tax — Brooks County 40
Schedule of Special Purpose Local Option Sales Tax — Thomas County 41
Schedule of Special Purpose Local Option Sales Tax — Thomas County 42
Schedule of Special Purpose Local Option Sales Tax — Thomasville 43
Independent Auditor’'s Report on the Schedule of Source and Application of Funds and
Schedule of Project Cost Application to Community Development Block Grants 44
Community Development Block Grant Source and Application of Funds Schedule
10-p-x-136-2-5328 45

Community Development Block Grant Project Cost Schedule
10-p-x-136-2-5328 46



SIMMONS, MILLS & SIMMONS P.C.

CERTIFIED PUBLIC ACCOUNTANTS
220 E. JACKSON ST.
P.0. BOX 1098
THOMASVILLE, GA. 31799

229-226-2515
FAX #229-226-2531

CHARLES R, BiMMONS, JR., CPA (1918-1936) MEMBERS OF AMERICAN INSTITUTE OF
EDWIN A. SIMMONS, CPA CERTIFIED PUBLIC ACCOUNTANTS
DARRELL J. MILLS, CPA

MICHAEL J. SIMMONS, CPA
COREY L. LEWIS, CPA

INDEPENDENT AUDITOR’S REPORT

Honorable Mayor and Members
of the City Council
City of Pavo, Georgia

Report on the Financial Statements

We were engaged to audit the accompanying financial statements of the governmental activities, the
business-type activities, and each major fund of the City of Pavo, Georgia (hereinafter referred to as “the
City") as of and for the year ended December 31, 2012, which collectively comprise the City’'s basic
financial statements as listed in the table of contents.

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 United States of America; this includes
the design, implementation, and maintenance of internal 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

Our responsibility is to express opinions on these financial statements based on our audit. We conducted
our audit in accordance with auditing standards generally accepted in the United States of America and
the standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free of material misstatement.
Because of matters described in the Basis for Disclaimer of Opinion paragraph, however, we were not
able to obtain sufficient appropriate audit evidence to provide a basis for an audit opinion.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor's 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, the auditor considers internal control relevant to the entity’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 entity's
internal control. Accordingly, we express no such opinion. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of significant accounting estimates
made by management, as well as evaluating the overall presentation of the financial statements.



Basis for Disclaimer of Opinion

The City does not have adequate documentation of receipts and disbursements. Management was unable
to find invoices requested and documentation of revenues received. Some of the accounting records were
missing. As a result, we were unable to apply audit procedures sufficient to determine if governmental
revenues and expenditures and business type revenues and expenses are free of material misstatement.

The City does not have adequate subsidiary ledgers or other records to support security deposits received
from utility customers. As a result, we were unable to determine the appropriate year end balances for this
account.

Disclaimer of Opinion

Because of the matters discussed in the Basis for Disclaimer of Opinion paragraphs, the scope of our
work was not sufficient to enable us to express, and we do not express, an opinion on the financial
statements of the governmental activities, the business-type activities, and each major fund of the City of
Pavo, Georgia as of and for the year ended December 31, 2012.

Other Matters
Required Supplementary Information

The City of Pavo, Georgia has not presented the management's discussion and analysis that the
Governmental Accounting Standards Board has determined is necessary to supplement, although not
required to be part of, the basic financial statements.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated, September 23,
2013, on our consideration of the City of Pavo, Georgia's internal control over financial reporting and on
our 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 our testing of internal control over
financial reporting and compliance and the results of that testing, and not to provide an opinion on the
internal control over financial reporting or on compliance. That report is an integral part of an audit
performed in accordance with Government Auditing Standards in considering the City of Pavo, Georgia's
internal control over financial reporting and compliance.

Simmons, Mills & Simmons P.C.
Thomasville, Georgia

XWW mZéfjW pe

September 23, 2013



BASIC FINANCIAL STATEMENTS



Assets:
Cash and cash investments
Restricted cash

CITY OF PAVO, GEORGIA
Government-wide Statement of Net Position

December 31, 2012

Receivables (net of allowance for doubtful accounts):

Taxes
Accounts
Intergovernmental receivable
Internal balances
Prepaid items
Capital assets:
Land
Buildings
Equipment
Infrastructure
Construction in progress
Accumulated depreciation

Total assets

Liabilities:
Accounts payable
Accrued liabilities
Customer deposits
Interest payable
Unearned revenue
Liabilities payable from restricted assets
Accounts payable
Noncurrent liabilities:
Due within one year
Due in more than one year

Total liabilities

Net position:
Net investment in capital assets
Unrestricted (deficit)
Restricted for:
Capital projects
Housing and development

Total net position

See accompanying notes to basic financial statements

Governmental Business-type
Activities Activities Total
263,729 $ 39,160 $ 302,889
- 2,000 2,000
35,989 - 35,989
- 7,205 7,205
20,510 283,534 304,044
5,727 1,973 7,700
34,854 - 34,854
207,575 - 207,575
174,812 11,937 186,749
- 591,931 591,931
- 275,053 275,053
(225,740) {190,660) (416,400)
517,456 1,022,133 1,539,589
5,200 4,764 9,964
5,607 972 6,479
- 18,578 18,578
781 - 781
841 285,634 286,375
- 127,143 127,143
11,611 - 11,611
13,767 - 13,767
37,707 436,991 474,698
166,123 561,118 727,241
125,488 24,024 149,512
181,754 - 181,754
6,384 - 6,384
479,749 § 585142 § 1,064,891




Program Activities

Governmental activities:
General government
Judicial
Public safety
Public works
Cultural and recreational
Housing and development
Interest on long-term debt

Total governmental activities

. Business-type activities:
Water
Solid waste

Total business-type activities

Total government

CITY OF PAVO, GEORGIA
Government-wide Statement of Activities
Year Ended December 31, 2012

Program Revenues

Net {(Expenses) Revenues
and changes in Net Position

Fees, Fines and Operating Capital Grants

Charges for  Grants and and - Governmental Business-type
Expenses Services Contributions Contributions Activities Activities Total
$ 104,605 $ 350 $ - 18,469 $ (85,786) $ -8 (85,786)
1,000 - - - (1,000) - (1,000)
149,493 27,509 - - (121,984) - (121,984)
131,944 - - 72,528 (59,416) - (59,416)
10,625 - 3,750 - (6,875) - (6,875)
952 - 1,281 - 329 - 329
1,174 - - - (1,174) - (1,174)
399,793 27,859 5,031 90,997 (275,906) - (275,906)
85,707 65,608 - 118,710 - 98,611 98,611
46,973 53,495 - - - 6,522 6,522
132,680 119,103 - 118,710 - 105,133 105,133
$ 532473 § 146,962 3 5,031 209,707 $ (275,908) $ 105,133 § (170,773)
General revenues:
Taxes:
Property taxes $ 110,462 § - $ 110,462
Sales taxes 41,188 - 41,188
Business taxes 3,990 - 3,990
Other taxes 32,384 - 32,384
Franchise fees 37,617 - 37,617
Investment earnings 22 7 29
Gain on sale of capital assets 9,592 - 9,592
Miscellaneous 7,868 17,336 25,204
Transfers (82) 82 -
Total general revenues and transfers 243,041 17,425 260,466
Change in net position (32,865) 122,558 89,693
Net position - beginning 512,614 462,584 975,198
Net position - ending $ 479,749 § 585,142 § 1,064,891

See accompanying notes to basic financial statements



Assets:
Cash
Receivables (net of allowance
for doubtful accounts):
Taxes
Interfund receivable

Intergovernmental receivables
Prepaid items

Total assets

Liabilities, deferred inflows
and fund balances:
Liabilities:
Accounts payable
Interfund payable

Accrued liabilities
Unearned revenue

Total liabilities

Deferred inflows - property taxes

Total liabilities and deferred inflows

Fund balances:
Nonspendable:
Prepaid items
Restricted for:
Promotion of tourism
Capital projects funds
Unassigned

Total fund balances

Total liabilities, deferred inflows
and fund balances

CITY OF PAVO, GEORGIA

Balance Sheet

Governmental Funds

December 31, 2012

Hotel/Motel Tax Governmental
General Fund SPLOST Fund Funds

$ 87,988 §$ 169,105 §$ 6,636 $ 263,729
35,989 - - 35,989
4,001 - - 4,001
4,112 16,029 369 20,510
5,727 - - 5,727
$ 137,817 $ 185,134 7,005 $ 329,956
$ 5,200 $ - -3 5,200
- 3,380 621 4,001
5,507 - - 5,507
841 - - 841
11,548 3,380 621 15,549
28,562 - - 28,562
40,110 3,380 621 44,111
5,727 - - 5,727
- - 6,384 6,384
- 181,754 - 181,754
91,980 - - 91,980
97,707 181,754 6,384 285,845
$ 137,817 $ 185,134 § 7005 § 329,956

-5-

See accompanying notes to basic financial statements



CITY OF PAVO, GEORGIA
Reconciliation of the Governmental Funds Balance Sheet to the Government -
' Wide Statement of Net Position

Year Ended December 31, 2012

Total fund balances - total governmental funds $ 285845

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 Governmental Funds Balance Sheet.

Cost $ 417,241
Less accumulated depreciation (225,740) 191,501

Deferred revenues for delinquent property taxes deferred in the governmental funds
because they will not be received within sixty days of the City's year end. 28,562
To recognize interest accrual to year end on the General Fund notes payable. (781)

Long-term liabilities are not due and payable in the current period and therefore they are

not reported in the Governmental Funds Balance Sheet. (25,378)
Net position of governmental activities $ 479,749

See accompanying notes to basic financial statements



CITY OF PAVO, GEORGIA

Statement of Revenues, Expenditures, and Changes in Fund Balances

Revenues:

General property taxes

Sales and use taxes

Other taxes

Licenses and permits
Intergovernmental

Charges for services

Interest income

Contributions from private sources
Fines and forfeitures

Rental income
Miscellaneous revenues

Total revenues

Expenditures:
Current:
General government
Judicial
Public safety
Public works
Culture and recreation
Housing and development
Debt service:
Principal
Interest and other charges
Capital outlay

Total expenditures

Excess (deficiency) of revenues
over expenditures

Other Financing Sources (Uses):
Transfers in (out)

Proceeds from capital asset disposition

Total other financing sources (uses)

Net change in fund balances

Fund balances - beginning

Fund balances - ending

Governmental Funds

Year Ended December 31, 2012

Total
Hotel/Mote! Tax Governmental
General Fund SPLOST Fund Fund Funds

$ 147,922 $ - $ - 95 147,922
41,188 - - 41,188
32,384 - - 32,384
3,990 - - 3,990
2,100 90,929 1,281 94,310
350 - - 350

22 68 - 90
1,650 - - 1,650
27,509 - - 27,509
4,372 - - 4,372
3,496 - - 3,496
264,983 90,997 1,281 357,261
97,968 4,384 - 102,352
1,000 - - 1,000
121,204 899 - 122,103
48,600 81,312 - 129,912
5,692 805 - 6,497

- - 952 952

- 11,075 - 11,075

- 1,504 - 1,504
274,464 99,979 952 375,395
(9,481) (8,982) 329 (18,134)
41,552 (41,634) - (82)
10,000 - - 10,000
51,552 (41,634) - 9,918
42,071 (50,616) 329 (8,216)

55,636 232,370 6,055 294,061
$ 97,707 $ 181,754 $ 6,384 $ 285,845

See accompanying notes to basic financial statements
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CITY OF PAVO, GEORGIA

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

the Government-Wide Statement of Activities and Changes in Net Position
Year Ended December 31, 2012

Net change in fund balances - total government funds $ (8,216)
Amounts reported for governmental activities in the Statement of Activities are different because:
Governmental Funds report capital outlay as expenditures. However, in the Government-Wide
Statement of Activities and Changes in Net Position, the cost of those assets is allocated over their
estimated useful lives as depreciation expense. This is the amount of capital assets recorded in the
current period. -
Repayment of debt principal is an expenditure in the governmental fund, but the repayment reduces
long-term liabilities in the Statement of Net Position. ‘ 11,075
Accrued interest expense recorded for the government-wide statements. 330
Depreciation expense on capital assets is reported in the Government-Wide Statement of Activities
and Changes in Net Position, but they do not require the use of current financial resources.
Therefore, depreciation expense is not reported as expenditures in Governmental Funds. (35,803)
The net effect of various miscellaneous transactions involving capital assets (i.e., sales, trade-ins,
and donations) is to decrease net position.

Net effect of disposed assets (408)
Because some property taxes will not be collected for several months after the City's fiscal year
ends, they are not considered "available" revenues in the governmental funds.

Deferred taxes 12/31/12 $ 28,562

Deferred taxes 12/31/11 28,405 157
Change in net position of governmental activities § (32,865

See accompanying notes to basic financial statements

-8-



Revenues:

General property taxes
Sales and use taxes
Other taxes

Licenses and permits
Intergovernmental
Charges for services
Interest income
Contributions from private sources
Fines and forfeitures
Rental income

Miscellaneous revenues
Carryover of funds

Total revenues

Expenditures:
Current:
General government
Judicial
Public safety
Public relations
Public works
Culture and recreation
Debt service:
Principal

Interest and other charges
Capital outlay

Total expenditures

Excess (deficiency) of revenues
over expenditures

Other financing sources (uses):
Transfers in (out)

Proceeds from capital asset disposition
Total other financing sources (uses)

Excess (deficiency) of revenues and
other financing and other uses

Fund balances - beginning

Fund balances - ending

See accompanying notes to basic financial statements

CITY OF PAVO, GEORGIA

General Fund

Statement of Revenues, Expenditures and Changes in Fund Balances -

Budget and Actual
GAAP Basis

Year Ended December 31, 2012

Variance with

Budget Final Budget

Original Final Actual Over (Under)
$ 305450 $ 110,300 $ 147,922 § 37,622
- 42,000 41,188 (812)
- 76,000 32,384 (43,616)
- 6,000 3,990 (2,010)

- - 2,100 2,100

- - 350 350
- 100 22 (78)
- 2,000 1,650 (350)
- 70,000 27,509 (42,491)
- 6,000 4,372 (1,628)
- 5,500 3,496 (2,004)
305,450 317,900 264,983 (52,917)
73,824 100,026 97,968 (2,058)
1,425 1,425 1,000 (425)
140,268 142,157 121,204 (20,953)
2,700 - - -
61,972 51,837 48,600 (3,237)
11,625 9,154 5,692 (3,462)
13,636 13,301 - (13,301)
305,450 317,900 274,464 (43,436)
- - (9,481) (9,481)

- - 41,552 41,552

- - 10,000 10,000

- - 51,552 51,552

- - 42,071 42,071

55,636 55,636 55,636 -

3 55,636 $ 55,636 $ 97,707 § 42,071

-0-



CITY OF PAVO, GEORGIA
Hotel/Motel Tax Fund
Statement of Revenues, Expenditures and Changes in Fund Balances -
Budget and Actual
GAAP Basis
Year Ended December 31, 2012

Variance with

Budget Final Budget

Original Final Actual Over (Under)
Revenues: _
Intergovernmental % 1,500 $ 1,800 $ 1,281 % (519)
Interest income - - - -
Miscellaneous revenues - - - -
Total revenues 1,500 1,800 1,281 (519)
Expenditures:
Current;

Housing and development 1,500 1,800 952 (848)
Total expenditures 1,500 1,800 952 (848)
Excess (deficiency) of revenues

over expenditures - - 329 329
Fund balances - beginning 6,055 6,055 6,055 -
Fund balances - ending $ 6,055 & 6,055 $ 6,384 3 329

See accompanying notes fo basic financial statements
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Assets:

Current assets:

Cash

Restricted cash
Receivables (net where applicable of allowance

for doubtful accounts):

Accounts

Intergovernmental receivable
Prepaid items

Total current assets

Noncurrent assets:
Capital assets:
Equipment
Infrastructure

Construction in progress

CITY OF PAVO, GEORGIA
Statement of Net Position
Proprietary Funds
December 31, 2012

Accumulated depreciation

Total capital assets, net of
accumulated depreciation

Total assets

Liabilities:
Current liabilities:
Accounts payable

Accrued wages payable

Unearned revenue

Customer deposits
Liabilities payable from restricted assets:

Accounts payable

Total liabilities

Net Position:

Net investment in capital assets
Unrestricted (deficit)

Total net position

Water &
Sanitation Totals
39,160 39,160
2,000 2,000
7,205 7,205
283,534 283,534
1,973 1,973
333,872 333,872
11,937 11,937
591,931 591,931
275,053 275,053
(190,660) (190,660)
688,261 688,261
1,022,133 1,022,133
4,764 4,764
972 972
285,534 285,534
18,578 18,578
127,143 127,143
436,991 436,991
561,118 561,118
24,024 24,024
585,142 585,142

See accompanying notes to basic financial statements
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CITY OF PAVO, GEORGIA
Statement of Revenues, Expenses and Changes in Fund Net Position
Proprietary Funds
Year Ended December 31, 2012

Water &
Sanitation Totals

Operating revenues:
Charges for services - water $ 65,608 $ 65,608
Charges for services - sanitation 53,495 53,495
Miscellaneous 17,336 17,336
Total operating revenues 136,439 136,439

Operating expenses:
Personal services 20,132 20,132
Purchased/contracted services 78,908 78,908
Supplies 14,086 14,086
Depreciation 19,554 19,564
Total operating expenses 132,680 132,680
Income (loss) from operations 3,759 3,759

Non-operating revenues (expenses):

Intergovernmental revenues 118,710 118,710
Interest income 7 7
Total non-operating revenues (expenses) 118,717 118,717
Transfer from other funds 82 82
Change in net positions 122,558 122,558
Net position - beginning 462,584 462,584
Net position - ending $ 585,142 § 585,142

See accompanying notes to basic financial statements
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CITY OF PAVO, GEORGIA
Statement of Cash Flows
Proprietary Funds
Year Ended December 31, 2012

Water &
Sanitation Totals
Cash flows from operating activities:

Cash received from customers $ 138,887 $ 138,887

Cash payments to suppliers for goods and services (91,775) (91,775)

Cash payments to employees for services (19,651) (19,651)

Net cash provided (used) by operating activities 27,461 27,461
Cash flows from noncapital financing activities:

Transfers from other funds 82 82
Cash flows from capital and related

financing activities:

Intergovernmental revenue 115,710 115,710

Acquisition and construction of capital assets (124,229) (124,229)

Net cash provided (used) by capital and related
financing activities (8,519) (8,519)

Cash flow from investing activities:

Interest on cash and investments 7 7
Net increase (decrease) in cash and cash investments 19,031 19,031
Cash and cash investments, January 1 22,129 22,129
Cash and cash investments, December 31 $ 41,160 §$ 41,160

See accompanying notes to basic financial statements
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CITY OF PAVO, GEORGIA
Statement of Cash Flows
Proprietary Funds
Year Ended December 31, 2012

Water &
Sanitation Totals

Reconciliation of income (loss) from

operations to net cash provided (used)

by operating activities:
Income (loss) from operations 3 3,759 % 3,759
Adjustments to reconcile income (loss) from

operations to net cash provided (used) by

operating activities:

Depreciation and amortization 19,554 19,554
Change in assets and liabilities:
(Increase) decrease in accounts receivable 1,663 1,663
(Increase) decrease in prepaid items 522 522
Increase (decrease) in accounts payable 446 446
Increase (decrease) in accrued liabilities 732 732
Increase (decrease) in customer deposits payable 785 785
Net cash provided (used) by operating activities 3 27461 § 27,461

Reconciliation of total cash and cash investments:

Current assets - cash $ 39,160 $ 39,160
Current assets - restricted cash 2,000 2,000
Total cash and cash investments $ 41,160 $ 41,160

See accompanying notes to basic financial statements
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CITY OF PAVO, GEORGIA
Notes to Basic Financial Statements
December 31, 2012

(1) — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A. General Statement

The City of Pavo (the “City”) was chartered in 1898. The City operates under a council/mayor form of
government and provides the following services: public safety, highways and streets, recreation, public
improvements and general and administrative services. In addition, the City operates public water and
sanitation services for the incorporated and immediate surrounding areas.

The accounting and reporting policies of the City relating to the funds included in the accompanying basic
financial statements conform to accounting principles generally accepted in the United States of America
applicable to state and local governments. Generally accepted accounting principles for local governments
include those principles prescribed by the Governmental Accounting Standards Board (GASB), the
American Institute of Certified Public Accountants in the publication entitled Audits of State and Local
Governmental Units and by the Financial Accounting Standards Board (when applicable). As allowed in
Section P80 of GASB’s Codification of Governmental Accounting and Financial Reporting Standards, the
City has elected to apply Financial Accounting Standards Board Statements and Interpretations,
Accounting Principles Board Opinions, and Accounting Research Bulletins of the Committee of Accounting
Procedure issued after November 30, 1989. '

B. Financial Reporting Entity

The City’s basic financial statements include the accounts of all City operations. The criteria for including
organizations as component units within the City’s reporting entity, as set forth in Section 2100 of GASB's
Codification of Governmental Accounting and Financial Reporting Standards include whether:

the organization is legally separate (can sue and be sued in their own name)

the City holds the corporate powers of the organization

the City appoints a voting majority of the organization’s board

the City is able to impose its will on the organization

the organization has the potential to impose a financial benefit/burden on the City
there is fiscal dependency by the organization on the City

Based on the aforementioned criteria, the City of Pavo has no component units.

Related organizations

The following is a list of related organizations for which the City of Pavo appoints one or more of the Board
of Directors:

e South Georgia Regional Commission

-15-



CITY OF PAVO, GEORGIA
Notes to Basic Financial Statements
December 31, 2012

(1) = SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT.)

B. Financial Reporting Entity

Joint ventures and jointly governed organizations

The City of Pavo, in conjunction with thirty-three cities or counties in the South Georgia area is members
of the South Georgia Regional Commission (SGRC). Membership in an SGRC is automatic of each
municipality and county in the state. The Official Code of Georgia Section 50-8-34 (Georgia Planning Act
of 1989) provides for the organizational structure of the SGRCs. Each county and municipality in the state
is required by law to pay minimum annual dues to the SGRC. The SGRC Board membership includes the
chief elected official of each county and the chief elected official of each municipality. The county board
members and municipal board members from the same county elect one member of the Board who is a
resident (but not an elected or appointed official or employee of the County or municipality) to serve as the
non-public Board member for a county.

The Georgia Planning Act of 1989 (O.C.G.A. 50-8-34) defines SGRCs as “public agencies and
instrumentalities of their members. Georgia laws also provide that the member governments are liable for
any debts or obligations of an SGRC beyond its resources (0.C.G.A. 50-8-39.1).

Separately issued financial statements of the South Georgia Regional Commission are available at their
administrative offices at 327 W. Savannah Ave., Valdosta, GA or by telephone at 229-333-5277.

C. Basis of Presentation

The government-wide financial statements (the statement of net position and the statement of changes in
net position) report information on ali of the activities of the City. The effect of Interfund activity, within the
governmental and business-type activities columns, has been removed from these statements.
Governmental activities, which normally are supported by taxes and intergovernmental revenues, are
reported separately from business-type activities, which rely to a significant extent on fees and charges for
support.

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

-16-



CITY OF PAVO, GEORGIA
Notes to Basic Financial Statements
December 31, 2012

(1) — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT.)

C. Basis of Presentation

Fund Financial Statements:

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

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

General Fund —~

General Fund is the main operating fund of the City. This fund is used to account for all financial
resources and not accounted for in other funds. All general tax revenues and other receipts that
are not restricted by law or contractual agreement to some other fund are accounted for in this
fund. General operating expenditures, fixed charges and capital improvement costs that are not
paid through other funds are paid from the General Fund.

SPLOST Fund -

The SPLOST Fund is a capital projects fund used to account for Special Purpose Local Option
Sales Tax collected for Brooks and Thomas Counties. This sales tax is to be used for capital outlay
as allowed by the Official Code of Georgia Annotated Section 48-8-111.

Hotel/Motel Tax Fund —

The Hotel/Motel Tax Fund is a special revenue fund used to account for Hotel/Motel tax received
from Thomas County. This tax is to be used for the promotion of tourism in the City.

Proprietary Funds are accounted for using the economic resources measurement focus and the accrual
basis of accounting. The accounting objectives are determinations of net income, financial position and
cash flow. All assets and liabilities are included on the Statement of Net Position. The City has presented
the following major proprietary funds:

Water and Sanitation Fund —

Water and Sanitation Fund is used to account for the provision of water and sanitation operation
(garbage and trash collection), to the residents of the City. Activities of the fund include
administration, operations and maintenance of the water system and billing and collection
activities. All costs are financed through charges to utility customers with rates reviewed regularly
and adjusted if necessary to ensure integrity of the funds.
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CITY OF PAVO, GEORGIA
Notes to Basic Financial Statements
December 31, 2012

——

1) - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT.)

C. Basis of Presentation (Cont.)

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 funds principal ongoing operations. Operating expenses for the proprietary
funds include the cost of personal 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.

When both restricted and unrestricted resources are available for use, it is the City’'s policy to use
restricted resources first, and then unrestricted resources as they are needed. For unrestricted amounts of
fund balance, it is the City's policy to use fund balance in the following order:

e Committed

¢ Assigned
e Unassigned

D. Measurement Focus/Basis of Accounting

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

The government-wide statements and fund financial statements for proprietary funds are reported using
the economic resources measurement focus and the accrual basis of accounting. The economic
resources measurement focus means all assets and liabilities (whether current or non-current) are
included on the statement of net position and the operating statements present increases (revenues) and
decreases (expenses) in net total assets. Under the accrual basis of accounting, revenues are recognized
when earned. Expenses are recognized at the time the liability is incurred.

Governmental fund financial statements are reported using the current financial resources measurement
focus and are accounted for using the modified accrual basis of accounting. Under the modified accrual
basis of accounting, revenues are recognized when susceptible to accrual; i.e., when they become both
measurable and available. “Measurable” means the amount of the transaction can be determined and
“available” means collectible within the current period or soon enough thereafter to be used to pay
liabilities of the current period. The City considers property taxes as available if they are collected within
60 days after year end. A one-year availability period is used for recognition of all other Governmental
Fund revenues. Expenditures are recorded when the related fund liability is incurred. However, debt
service expenditures, as well as expenditures related to compensated absences are recorded only when
payment is due.

The revenues susceptible to accrual are property taxes, franchise fees, licenses, charges for service,
interest income and intergovernmental revenues. Sales taxes collected and held by the state at year end
on behalf of the government are also recognized as revenue. All other governmental fund revenues are
recognized when received.
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CITY OF PAVO, GEORGIA
Notes to Basic Financial Statements
December 31, 2012

(1) - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT.)

E. Deferred Outflows/Inflows of Resources

In addition to assets, the statement of financial position reports 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 a future period(s) and so will not be recognized as an outflow of
resources (expense/expenditure) until then.

In addition to liabilities, the statement of financial position reports a separate section for deferred inflows of
resources. This separate financial statement element, deferred inflows of resources, represents an
acquisition of net position that applied to a future period(s) and so will not be recognized as an inflow of
resources (revenue) until that time. The City has one item of unavailable revenue which is reported only in
the governmental funds balance sheet. This is property taxes which are reported as deferred inflows since
they are recognized as receivables before the period for which the taxes are levied.

F. Budgets

All budgets, except for the Enterprise Fund, are adopted on a basis consistent with generally accepted
accounting principles. Annual appropriated budgets are adopted for the General Fund and the Enterprise
Funds. Amounts presented for the General Fund are as amended by the City Council. All annual
appropriations lapse at year end. A project-length budget was adopted for the Capital Projects Fund.

G. Cash and Investments

Cash includes amounts in demand deposits, passbook savings as well as certificates of deposits with a
maturity date of three months or less. Cash equivalents are short term, highly liquid investments that can
be converted to know amounts of cash.

The City’s deposit policy limits deposit choices to checking accounts, money market accounts and
certificates of deposits with local banks. All deposits are to be secured as required by state statutes. The
state statute requires the deposits to be secured at an amount equal to the total deposits less FDIC
insurance, then multiplied by 110 percent.

The City’s investing is limited to investments complying with state statues. These investments are limited
to obligations of state, obligations issued by the U.S. government, obligations fully insured or guaranteed
by the U.S. government or by a government agency of the United States, obligations of any corporation of
the U.S. government investment pool established by state law and obligations of other political
subdivisions of the State of Georgia.

H. Prepaid Iltems
Prepaid balances are for payments made by the City in the current year to provide services occurring in

the subsequent year, and the reserve for prepaid items has been recorded to signify that a portion of fund
balance is not available for other subsequent expenditures.
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CITY OF PAVO, GEORGIA
Notes to Basic Financial Statements
December 31, 2012

(1) - SUMMARY OF SIGNIFICANT ACCOUNTIN
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L. Inventories
Expendable supplies are recorded as expenditures at the time items are purchased. The City does not

record inventories of supplies on the books. Any inventory of supplies at December 31, 2012 is considered
immaterial.

J. Interfund Receivables and Payables

Any residual balances outstanding between the governmental activities and business-type activities are
reported in the governmental-wide financial statements as “internal balances”.

K. Transactions Between Funds

Legally authorized transfers are treated as Interfund transfers and are included in the results of operations
of both Governmental and Proprietary Funds.

L. Capital Assets

Capital assets, which includes property, plant, equipment, and infrastructure assets, are reported in the
applicable governmental or business-type activities columns in the government-wide financial statements
and in the fund financial statements for proprietary funds. General infrastructure assets acquired prior to
July 1, 2003, are not reported in the basic financial statements. General infrastructure assets include all
roads and bridges and other infrastructure assets acquired subsequent to July 1, 2003. Improvements to
capital assets are capitalized. All capital assets are valued at historical cost or estimated historical cost if
actual historical is not available. Donated assets are valued at their fair market value on the date donated.
Repairs and maintenance are recorded as expenses. Interest has not been capitalized during the
construction period on property, plant and equipment.

Assets are capitalized and the estimated useful lives are as follows:

Life — Years Threshold
Buildings 15-40 $ 15,000
Equipment 5-10 5,000
Vehicles 3-12 10,000
Improvements 7-15 5,000
System infrastructure 20-40 150,000

M. Compensated Absences

The City’s policy does not allow employees to accumulate earned but unused vacation and sick pay
benefits. At the end of the year, all earned but unused vacation and sick pay benefits are paid out to the
employees at one fourth of their value. Therefore the City will not have an accrual of compensated
absences.
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CITY OF PAVO, GEORGIA
Notes to Basic Financial Statements
December 31, 2012

(1) — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT.)

N. Nature and Purpose of Reservations and Designations of Fund Equity

The fund equity reserves for prepaid items.

Designations of fund equity are not legally required segregations but are segregated for a specific
purpose. As of December 31, 2012 the City does not have any designations of fund equity.

0. Government-wide and Proprietary Fund Net Assets

Government-wide and proprietary fund net position is divided into three components:
Net investment in capital assets — consist of the historical cost of capital assets less
accumulated depreciation and less any debt that remains outstanding that was used to finance
those assets.
Restricted net assets — consist of net assets that are restricted by the City's creditors (for
example, through debt covenants), by the state enabling legislation (through restrictions on
shared revenues), by grantors (both federal and state), and by other contributors.
Unrestricted — all other net assets are reported in this category.

P. Governmental Fund Balances

In the governmental fund financial statements, fund balances are classified as follows:

Nonspendable — Amounts that cannot be spent either because they are in a nonspendable
form or because they are legally or contractually required to be maintained intact.

Restricted — Amounts that can be spent only for specific purposes because of the City
Charter, the City Code, state or federal laws, or externally imposed conditions by grantors
or creditors.

Committed — Amounts that can be used only for specific purposes determined by a formal
action by City Council. Formal action by the City Council is required to be taken to
establish (and modify or rescind) a formal balance commitment.

Assigned — Amounts that are designated by the City Council for a particular purpose. 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 — All amounts not included in other spendable classifications.
Q. Estimates
The preparation of the financial statements in conformity with accounting principles generally accepted in
the United States requires management to make estimates and assumptions that affect the amounts
reported in the financial statements and accompanying notes. Actual results may differ from those

estimates.
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CITY OF PAVO, GEORGIA
Notes to Basic Financial Statements
December 31, 2012

(2) — LEGAL COMPLIANGE — BUDGETS

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

1. At least four months prior to year end, the City clerk and department heads start working on the
proposed operating budget for the forthcoming fiscal year.

2. Sixty days prior to year end, the City clerk submits to the City Council a proposed operating budget
for the forthcoming fiscal year. The operating budget includes proposed expenditures and the
means of financing them.

3. Public hearings are conducted to obtain taxpayer comments.

4. As close to year end as possible, usually 30 days prior to year end, the budget is legally adopted
by the City Council and made part of the City’s minutes.

5. Any changes to the City’s budget must be approved by the City Council. The City Council approves
all expenditures each month, regardless of amount.

6. Appropriations lapse at year end.
7. Budget amendments, as needed, are proposed by the City clerk and approved by the City Council.
Budget amounts are as originally adopted or as amended by the City Council.

The legal level of control (the level at which expenditures may not legally exceed appropriations) for each
legally adopted annual operating budget is at the department level.

Excess of Expenditures over Appropriations

For the year ended December 31, 2012, expenditures did not exceed appropriations.

(3) - DEPOSITS AND INVESTMENTS

Deposits

Custodial Credit Risk — Custodial credit risk is the risk that in the event of a bank failure, the City’s
deposits may not be returned to it. The City has a deposit policy for custodial credit risk (Note 1F). As of
December 31, 2012, all of the City's deposits were covered by either the Federal Depository Insurance
Corporation (FDIC) or collateral pledged by the financial institution or a combination of the two.

As of year-end, the carrying amount of the City’s bank balances totaled $304,889 and the bank balance
totaled $402,954.

Investments

As of December 31, 2012 the City had no investments.
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CITY OF PAVO, GEORGIA
Notes to Basic Financial Statements
December 31, 2012

(4) - RECEIVABLES

The receivables as of December 31, 2012 for the City’s individual major funds and non-major funds are as
follows:

Water &
General SPLOST Hotel/Motel Sanitation
Fund Fund Fund Fund "~ Total
Receivables
Taxes $ 41,489 $ - % - % - % 41,489
Accounts - - - 11,405 11,405
Intergovernmental 4,112 16,029 369 238,534 259,044
Gross receivables 45,601 16,029 369 249,939 311,938
Less: Allowance for
doubtful accounts 5,500 - - 4,200 9,700
Net total receivables $ 40,101 § 16,029 $ 369 % 245739 $ 302,238

Property taxes are levied as of September 17" on property values assessed as of January 1. The bills
were mailed by October 8" and are considered due upon receipt by the taxpayer; however, the actual due
date is November 20" for the Brooks County side and December 20" for the Thomas County side. After
this date, the bill becomes delinquent and penalties and interest may be assessed.

(5) - RESTRICTED ASSETS

Restricted assets reported in the Water & Sewer fund are comprised of the following:

Cash — CDBG funds $ 2,000
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CITY OF PAVO, GEORGIA
Notes to Basic Financial Statements
December 31, 2012

(5) — CAPITAL ASSETS

Capital asset activity for the year ended December 31, 2012 was as follows:

Balance Balance
Jan. 1 Additions Deletions Dec. 31
Governmental Activities:
Capital assets not being depreciated
Land $ 34,854 § -3 - 9 34,854
Total capital assets not being depreciated 34,854 - - 34,854
Capital assets, being depreciated
Buildings and improvements 207,575 - - 207,575
Equipment 199,252 - 24 440 174,812
Total capital assets being depreciated 406,827 - 24,440 382,387
Less accumulated depreciation for:
Buildings and improvements 99,664 - - 99,664
Equipment 114,305 35,803 24,032 126,076
Total accumulated depreciation 213,969 35,803 24,032 225,740
Total capital assets, being depreciated, net 192,858 (35,803) 408 156,647
Governmental activities capital assets, net  § 227,712 § (35,803) § 408 § 191,501
Business-type activities:
Capital assets not being depreciated
Construction in progress $ 23681 § 251372 § - § 275053
Total capital assets not being depreciated 23,681 251,372 - 275,083
Capital assets being depreciated
Infrastructure 591,931 - - 591,931
Equipment 11,937 - - 11,937
Total capital assets, being depreciated 603,868 - - 603,868
Less accumulated depreciation for:
Infrastructure 143,501 17,002 - 160,503
Equipment 27,805 2,552 - 30,157
Total accumulated depreciation 171,106 19,554 - 190,660
Total capital assets, being depreciated, net 432,762 (19,554) - 413,208
Business-type activities capital assets, net ~ $ 456,443 § 231818 § - $§ 688,261

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

Governmental activities:

General government $ 2,253
Public safety 27,390
Public works 2,032
Culture and recreation 4,128

Total depreciation expense - Governmental activities § 35803

Business-type activities:

Water $ 18,756
Sanitation 798
Total depreciation expense - Business-type activities 3 19,554
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CITY OF PAVO, GEORGIA
Notes to Basic Financial Statements
December 31, 2012

At December 31, 2012, the City had the following notes payable:

Governmental
Note payable USDA for the purchase of two police cars. Annual payments
of $5,278 are due through May 22, 2013 at 4.375%. The note was issued
on May 22, 2008 for $23,250. $ 5,120
Note payable USDA for the purchase of two police cars and a weather alert
system. Annual payments of $7,301 are due through March 17, 2015 at 4%.
The note was issued on March 17, 2010 for $32,500. 20,258
Total governmental long-term debt $ 25378

Annual debt service requirements to these notes payable as of December 31, 2012 follow:

Governmental Activities

Year Principal Interest Total
2013 $ 11,611 $ 968 $ 12,579
2014 6,750 551 7,301
2015 7,017 284 7,301
Totals $ 25,378 § 1,803 $ 27,181

The following is a summary of changes in long-term debt for the year ended December 31, 2012:

Balance Issues or Payments or Balance Due in
January 1 Additions Expenditures December 31 One Year

Governmental Type Activities:

Note payable - USDA $ 9954 § - $ 4834 $ 5120 $ 5,120
Note payable - USDA 26,499 - 6,241 20,258 6,491
Total governmental activites 36,453 - 11,075 25,378 11,611
Total government $ 36,453 $ - 9% 11,075 §$ 25,378 $ 11,611
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CITY OF PAVO, GEORGIA
Notes to Basic Financial Statements
December 31, 2012

(7) — INTERFUND BALANCES AND TRANSFERS
Interfund receivables, payables and transfers for the year ended December 31, 2012 were as follows:

interfund interfund
Fund Receivables Payables Transfers In Transfers Out
General Fund $ 4,001 $ - $ 41,552 § -
SPLOST Fund - 3,380 - 41,634
Hotel/Motel Fund - 621 - -
Water & Sanitation Fund - - 29,055 28,973
Totals $ 4001 § 4001 $ 70,607 $ 70,607

Interfund payables and receivables are due to restricted funds being spent for unapproved expenditures
as well as for deposits being made into the wrong funds. These funds are to be repaid out of the General
Fund. Transfers are used to move unrestricted revenue collected in one fund to finance various programs
accounted for in other funds. Transfers out of SPLOST Fund are to reimburse General Fund and the
Water & Sanitation Fund for prior year expenditures. These expenditures were approved by the City’s
attorney to be paid with SPLOST funds.

(8) - FUND BALANCES
The following is a summary of the fund balances for the governmental funds at December 31, 2012:

Nonspendable:
Prepaid items - This is prepaid insurance in the general fund $ 5,727

Restricted for construction of capital assets - This is net assets restricted
by state law as follows: '

SPLOST Fund - Restricted by state law and Brooks County 90,738

SPLOST Fund - Restricted by state law and Thomas County 55,840

SPLOST Fund - Restricted by state law and the City of Thomasville for Recreation 35,176
Restricted for promotion of tourism:

Hotel/Motel Tax Fund - Restricted by state law 6,384
Unassigned:

This is the amount assigned in the general fund 91,980
Total fund balance $ 285,845

(9) - RISK MANAGEMENT

The City is exposed to various risks of losses related to torts, thefts of, damage to, and destruction of
assets; errors and omissions; injuries to employees; and natural disasters. The City has joined together
with other municipalities in the state as part of the Georgia Interlocal Risk Management Agency (GIRMA)
for property and liability insurance and the Workers' Compensation Self-Insurance Fund (WCSIF), public
entity risk pools currently operating as common risk management and insurance programs for member
local governments. The Georgia Municipal Association (GMA) administers both risk pools.

As part of these risk pools, the City is obligated to pay all contributions and assessments as prescribed by
the pools, to cooperate with the pools’ agents and attorneys, to follow loss reduction procedures
established by the funds, and to report as promptly as possible, and in accordance with any coverage
descriptions issued, all incidents which could result in the funds being required to pay any claim or loss.
The City is also to allow the pools’ agents and attorneys to represent the City in investigation, settlement
discussions and all levels of litigation arising out of any claim made against the City within the scope of
loss protection furnished by the funds.
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CITY OF PAVO, GEORGIA
Notes to Basic Financial Statements
December 31, 2012

(9) —~ RISK MANAGEMENT (CONT.)

The funds are to defend and protect the members of the funds against liability or loss as prescribed in the
member governments’ contracts and in accordance with the workers’ compensation laws of Georgia. The
funds are to pay all cost taxed against members in any legal proceedings defended by the members, all
interest accruing after entry of judgment, and all expenses incurred for investigation, negotiation or
defense.

The City has not compiled a record of the claims paid up to the applicable deductible for the prior or
current fiscal year. The City is not aware of any claims which the City is liable for (up to the applicable
deductible) which were outstanding and unpaid at December 31, 2012. No provisions have been made in
the financial statements for the year ended December 31, 2012 for any estimated of potential unpaid
claims.

The City carries a combined property, casualty, and crime coverage with the Georgia Interlocal Risk
Management Agency (GIRMA).

Coverage’s are as follows:

Coverage description — property:

Building and contents $4,774,293
Boiler & machinery 4,774,293
Automobile physical damage Per application on file with GIRMA
Coverage description — casualty:

General liability 600,000
Personal and advertising liability : 600,000
Law enforcement liability 600,000
Automobile liability 600,000
Errors and omissions (Public officials) liability 600,000
Employee benefits liability : 600,000
Coverage description — crime:

Blanket Bond/Employee dishonesty 500,000
Forgery or alteration 500,000
Computer crime 500,000
Money and securities 500,000
Deductible:

General liability 10,000
Law enforcement liability 10,000
Automobile liability 10,000
Errors and omissions (Public officials) liability : 10,000
Employee benefits liability 10,000
Property 2,500
Boiler & machinery 2,500
Automobile physical damage 2,500
Crime 2,500

Coverage’s subject to a retroactive date:

(Unless stated otherwise in the coverage exceptions)

Public officials liability 4/15/1988
Employee benefits liability 4/15/1988

Coverage is subject to all terms, conditions and internal limits as specified in the GIRMA member
coverage agreement.
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CITY OF PAVO, GEORGIA
Notes to Basic Financial Statements
December 31, 2012

(10) - CONTINGENT LIABILITIES

Amounts received or receivable from grantor agencies are subject to audit and adjustment by grantor
agencies, principally the Federal government. Any disallowed claims, including amounts already collected,
may constitute a liability of the applicable funds. The amount, if any, of expenditures which may be
disallowed by the grantor cannot be determined at this time although the government expects such
amounts, if any, to be immaterial.

The City has stated that it is not involved in any lawsuit that will have a material effect on the financial
condition of the City.

(11) - EMPLOYEE RETIREMENT SYSTEM

The City does not provide any retirement, pension, or profit sharing plan for its employees.

(12) — HOTEL/MOTEL LODGING TAX

Pursuant to an ordinance on June 27, 2005, January 1, 2006 Thomas County began levying a 5% lodging
tax in accordance with O.C.G.A. 48-13-51 and expends 50% of the hotel/motel tax collections for the
purpose of promoting tourism.

Thomas County paid the City of Pavo, Georgia $1,281 from their Hotel/Motel Tax Fund in 2012. The City
spent $952 of this money towards promotion of tourism for the City of Pavo in 2012.

(13) — NEW GASB STANDARDS

In 2012 the City of Pavo, Georgia implemented GASB Statement 63 “Financial Reporting of Deferred
Outflows of Resources, Deferred Inflows of Resources and Net Position” and GASB Statement 65 “ltems
Previously Reported as Assets and Liabilities.” In addition, there are numerous terminology changes
throughout the financial section of this report. These classification changes do not require a prior period
adjustment.
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INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER FINANCIAL
REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT
OF FINANCIAL STATEMENTS PERFORMEDIN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS

Honorable Mayor and Members
of the City Council
City of Pavo, Georgia

We were engaged to audit the financial statements of the governmental activities, the business-type
activities, and each major fund, of the City of Pavo, Georgia, as of and for the year ended December 31,
2012, which collectively comprise the City of Pavo, Georgia’s basic financial statements and have issued
our report thereon dated September 23, 2013. Except as discussed in the basis for disclaimer of opinion
section of our report on the financial statements, we conducted our audit in accordance with auditing
standards generally accepted in the United States of America and the standards applicable to financial
audits contained in Government Auditing Standards, issued by the Comptroller General of the United
States.

Internal Control Over Financial Reporting

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

Our consideration of internal control was for the limited purpose described in the preceding paragraph and
was not designed to identify all deficiencies in internal control that might be material weaknesses or
significant deficiencies and therefore, material weaknesses or significant deficiencies may exist that were
not identified. However, as described in the accompanying schedule of findings and responses, we
identified certain deficiencies in internal control that we consider to be material weaknesses and significant
deficiencies.

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. We
consider the deficiencies described in the accompanying schedule of findings and responses to be
material weaknesses. 2011-1, 2011-3, and 2011-6.

A significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less
severe than a material weakness, yet important enough to merit attention by those charged with
governance. We consider the deficiencies described in the accompanying schedule of findings and
responses to be a significant deficiency. 2001-2.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether City of Pavo, Georgia’s financial statements are
free of material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, contracts, and grant agreements, noncompliance with which could have a direct and material
effect on the determination of financial statement amounts. However, providing an opinion on compliance
with those provisions was not an objective of our audit, and accordingly, we do not express such an
opinion. The results of our tests disclosed an instance of noncompliance or other matters that is required
to be reported under Government Auditing Standards and which is described in the accompanying
schedule of finding and responses as item 2012-1.

The City of Pavo Georgia’s Response to Findings

The City of Pavo, Georgia's response to the findings identified in our audit is described in the
accompanying schedule of findings and responses and the City’s corrective action plan. We did not audit
City of Pavo, Georgia’s response and, accordingly, we express no opinion on it.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance
and the results of that testing, and not to provide an opinion on the effectiveness of the entity’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 entity’s internal control and compliance. Accordingly,
this communication is not suitable for any other purpose.

Simmons, Mills & Simmons P.C.

Thomasville, Georgia
LIV UL P .
il o &

) p—

September 23, 2013
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CITY OF PAVO, GEORGIA
Schedule of Findings and Responses
Year Ended December 31, 2012

Prior years findings and responses:

2001-2

Condition — The City has a deficiency in its control structure due to a lack of segregation of duties.

Effect — The City clerk performs many of the accounting functions which gives her the ability to control the
financial records and reports.

Recommendation — The City clerk position has turned over three times in 2012. The Mayor and City
Council should closely monitor and approve the monthly financial activity.

Status — Our test determined that this condition still exists.
Views of responsible officials and planned correction actions — The City’s management concurs with

the finding. The Mayor and City Council will continue to closely monitor and approve the monthly financial
activity.

2011-1

Condition — The City did not have adequate documentation of receipts and disbursements. Management
was unable to find all invoices requested or documentation of revenues received.

Criteria — This is a weakness in internal control.
Effect — This lack of documentation of revenues and expenditures is a scope limitation. As a result of this
limitation we were unable to obtain proper documentation to determine appropriateness of expenditures or

revenues.

Recommendation — The City should maintain proper documentation on all revenues and expenditures.
This documentation should be filed in a manner that is easy to retrieve when requested.

Status — Our test determined that this condition still exists.
Views of responsible officials and planned corrective actions — The City’s management concurs with
the finding. The City has hired a new City clerk in October 2012 who has extensive prior bookkeeping

experience. Management has instructed the clerk on proper record keeping and anticipates the 2013
records to be in order.
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CITY OF PAVO, GEORGIA
Schedule of Findings and Responses
Year Ended December 31, 2012

Prior year findings and responses (Continued):

2011-2

Condition — The City did not file or pay its payroll tax liability in a timely manner. Not paying payroll tax
liabilities on a timely basis can cause excess penalties and interest to be incurred by the City. The clerk
was recording payments on the general ledgers; however the funds never cleared the bank account. This
clerk is no longer employed with the City.

Criteria — This is a weakness in internal controls.

Effect —The lack of filing the payroll returns in a timely manner and late payments resulted in large
penalties and interest charged to the City as well as having a large payroll tax liability at year end.

Status — Our test determined that this condition no longer exists.

2011-3

Condition — The City does not have adequate subsidiary ledgers or other records to support water
security deposits received from utility customers during the year.

Cause — The City clerk did not maintain or update the separate ledger for customer deposits in 2011.

Effect — The City does not have the ability to timely and correctly determine the security deposits amount
payable to customers which results in a scope limitation.

Recommendation ~ The City needs to take the subsidiary ledger as of December 31, 2010 and update it
for 2011, 2012, and 2013 activity. Once the ledger is updated it needs to be kept up to date as part of the
perpetual bookkeeping on the Water and Sanitation Fund.

Status — Our test determined that this condition still exists.
Views of responsible officials and planned corrective actions — The City’s management concurs with
the finding. They will go back and record the 2011, 2012, and 2013 activity and update the ledger. The

current clerk is going back to old records to try to determine the appropriate customer deposits held by the
City. The City’s management anticipates having this list updated by December 31, 2013.

20114

Condition — Bank reconciliations were not performed properly or timely.

Cause — The bank accounts were not being reconciled properly back to the general ledger and it was not
being done in a timely manner. Upon the clerk’s dismissal, it was discovered that the clerk had a large
amount of outstanding items listed on the bank reconciliations that never cleared the bank accounts.

Effect — The City's management was not able to rely on the accuracy of the City’s bookkeeping or bank
balances.

Status — Our test determined that this condition no longer exists.
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CITY OF PAVO, GEORGIA
Schedule of Findings and Responses
Year Ended December 31, 2012

Prior year findings and responses (Continued):

2011-5

Condition - The clerk was not making timely deposits during the year.

Cause — The clerk was taking in receipts for the City and not making timely deposits of these funds into
the bank accounts. These receipts were not being recorded on the general ledgers.

Effect — The lack of deposits was causing a shortfall of funds in the operating accounts and the clerk was
not paying the City's current obligations. The clerk ended up with a large amount of cash and checks on
hand in City Hall.

Recommendation — The City needs to hire a new clerk that has experience as a bookkeeper and can
assist the City in maintaining current and accurate bank balances on their ledgers.

Status — The City has hired a new clerk that is making timely deposits. Our test determined that this
condition no longer exists.

2011-6

Condition — The City does not have adequate internal controls to prepare and review its monthly
bookkeeping reports. This allows for material misstatements to occur and not be detected.

Cause — The City clerk does not understand the use of the bookkeeping system in order to generate the
proper reports that the Mayor and Council need to review.

Effect — The Council did not approve the monthly statements at the council meetings due to the fact that
they were not reliable.

Recommendation — The City needs to hire a new clerk that has experience as a bookkeeper who can
prepare monthly financial reports that are reliable.

Status — The City clerk position has turned over three times in 2012. The current clerk was hired in
October 2012. She has prior bookkeeping experience and is currently able to provide the council with
more accurate monthly reports; however as of December 31, 2012 the financial statements were not
reliable. The Council needs to apply adequate internal controls on the review of the bookkeeping reports.
Our test determined that this condition still exists.

Views of responsible officials and planned corrective actions — The City’'s management concurs with
the finding. The current clerk has been able to provide the Council with monthly financial reports in 2013.
The Council had begun reviewing and approving the monthly financial reports in 2013. This should resolve
this finding.
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CITY OF PAVO, GEORGIA
Schedule of Findings and Responses
Year Ended December 31, 2012

Current vear findings and responses:

2012-1

Condition — For the fiscal year ending December 31, 2012, the City did not comply with OCGA Section
48-8-121 as it commingled revenues from the General Fund, Hotel-Motel Fund, and the SPLOST Fund.
Deposits were not made into the proper funds throughout 2012. This is how the due to other funds were
derived among these funds.

Criteria — Official Code of Georgia Annotated (O.C.G.A.) Section 48-8-121: The proceeds received from
the tax authorized by this part shall be used by the county and qualified municipalities within the special
district receiving proceeds of the sales and use tax exclusively for the purpose or purposes specified in the
resolution or ordinance calling for imposition of the tax. Such proceeds shall be kept in a separate account
from other funds of such county and each qualified municipality receiving proceeds of the sales and use
tax and shall not in any manner be commingled with other funds of such county and each qualified
municipality receiving proceeds of the sales and use tax prior to the expenditure.

Recommendation — The City should transfer the appropriate funds from the corresponding fund they
were deposited into in error. The City clerk should not commingle funds between the funds. She should
reconcile internal balances and transfers monthly. The Clerk should make sure that the revenues are
deposited into the proper funds and no longer commingle them.

Effect — Noncompliance with above statute.
Views of responsible officials and planned correction actions — The City's management concurs with
the finding. The Mayor and council have initiated a plan to reimburse the General Fund out of the SPLOST

and Hotel/Motel funds. The City hired a new Clerk in October 2012 and she is being trained on the proper
governmental bookkeeping requirements.
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City of Pavo

1010 E. Harris Street P. O. Box 157 Pavo, GA. 31778
Phone 229-859-2110 Fax 229-859-2319 pavocity@windstream.net

September 23, 2013

Mr. Ed Blaha

Department of Audits and Accounts

270 Washington Street, S.W., Room 1-156
Atlanta, Ga.30334-8400

Re: City of Pavo
Year Ending December 31, 2012
Corrective Action Plan

Dear Mr. Blaha:

Enclosed is the City of Pavo’s corrective action plan as required by Section 36-81-7 of the Official
Code of Georgia Annotated. After reviewing this plan, I trust that you will find that it is in compliance
with the above code. Please notify us of your decision.

Sincerely,

belbe

Faye Walker
Mayor
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CITY OF PAVO, GEORGIA
CORRECTIVE ACTION PLAN
FOR YEAR ENDED DECEMBER 31, 2012

Finding/Recommendation:

The City does not have segregation of duties within its accounting system. The Mayor and the City Council
should become more involved with the financial affairs and daily operations of the City.

Corrective Action Plan/Management Response:

We concur with this recommendation. The City cannot establish appropriate segregation of duties because it is
not cost effective. The Mayor and City Council approves all invoices and reviews the monthly financial
statements. We believe that a higher level of involvement with the financial affairs of the City by the Mayor and
Council will help to overcome the weakness of no segregation of duties. We believe that this allows the City to
comply with the audit recommendation.

Finding/Recommendation:

The City did not have adequate documentation of receipts and disbursements. Management was unable to find
all invoices requested or documentation of revenues received. This lack of documentation of revenues and
expenditures is a scope limitation. As a result of this limitation we were unable to obtain proper documentation
to determine appropriateness of expenditures or revenues.The City should maintain proper documentation on
all revenues and expenditures. This documentation should be filed in a manner that is easy to retrieve when
requested.

Corrective Action Plan/Management Response:

We concur with this recommendation. The City has hired a new City clerk in October 2012 who has extensive
prior bookkeeping experience. Management has instructed the clerk on proper record keeping and anticipates
the 2013 records to be in order.

Finding/Recommendation:

The City does not have adequate subsidiary ledgers or other records to support water security deposits
received from utility customers during the year. The City clerk did not maintain or update the separate ledger
for customer deposits in 2011. The City needs to take the subsidiary ledger as of December 31, 2010 and
update it for 2011, 2012 and 2013 activity. Once the ledger is updated it needs to be kept up to date as part of
the perpetual bookkeeping on the Water and Sanitation Fund.

Corrective Action Plan/Management Response:
We concur with this recommendation. The Clerk is in the process of going back to determine the water
deposits on the accounts and the activity that occurred in the prior years. The City's management anticipates

having this list updated by December 31, 2013. We believe that this allows the City to comply with the audit
recommendation.
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CITY OF PAVO, GEORGIA
CORRECTIVE ACTION PLAN
FOR YEAR ENDED DECEMBER 31, 2012

Finding/Recommendation:

The City does not have adequate internal controls to prepare and review its monthly bookkeeping reports. This
allows for material misstatements to occur and not be detected. The prior City clerks did not understand the
use of the bookkeeping system in order to generate the proper reports that the Mayor and Council need to
review. The current clerk was hired in October 2012. She has prior bookkeeping experience and is currently
able to provide the council with more accurate monthly reports; however as of December 31, 2012 the financial
statements were not reliable. The Council needs to apply adequate internal controls on the review of the
bookkeeping reports.

Corrective Action Plan/Management Response:

We concur with this recommendation. The current clerk has been able to provide the Council with monthly
financial reports in 2013. The Council had begun reviewing and approving the monthly financial reports in
2013. We believe that this allows the City to comply with the audit recommendation.

Finding/Recommendation:

For the fiscal year ending December 31, 2012, the City did not comply with OCGA Section 48-8-121 as it
commingled revenue from the General Fund, Hotel-Motel Fund and the SPLOST Fund. Deposits were not
made into the proper funds throughout 2012 resulting in due to/from other funds. Official Code of Georgia
Annotated (O.C.G.A.) Section 48-8-121: The proceeds received from the tax authorized by this part shall be
used by the county and qualified municipalities within the special district receiving proceeds of the sales and
use tax exclusively for the purpose or purposes specified in the resolution or ordinance calling for imposition of
the tax. Such proceeds shall be kept in a separate account from other funds of such county and each qualified
municipality receiving proceeds of the sales and use tax and shall not in any manner be commingled with other
funds of such county and each qualified municipality receiving proceeds of the sales and use tax prior to the
expenditure. The City should reimburse the General Fund from the SPLOST and Hotel Motel funds for the
commingled revenues. The Clerk should make sure that the revenues are deposited into the proper funds and
no longer commingle them.

Corrective Action Plan/Management Response:
We concur with this recommendation. The Mayor and council have initiated a plan to reimburse the General
Fund out of the SPLOST and Hotel/Motel funds. The City hired a new clerk in October 2012 and she is being

trained on the proper governmental bookkeeping requirements. We believe that this allows the City to comply
with the audit recommendation.
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SIMMONS, MILLS & SIMMONS P.C.

CERTIFIED PUBLIC ACCOUNTANTS
220 E. JACKSON ST,
P.0. BOX 1098
THOMASVILLE, GA. 31799

229-226-2515
FAX # 229-226-2531

CHARLES R. SIMMONS, JR., CPA (1918-1986) MEMBERS OF AMERICAN INSTITUTE OF
EDWIN A. SIMMONS, CPA CERTIFIED PUBLIC ACCOUNTANTS
DARRELL J. MILLS, CPA

MICHAEL J. SIMMONS, CPA

COREY L. LEWIS, CPA

INDEPENDENT AUDITOR’S REPORT ON THE SCHEDULES OF
SPECIAL PURPOSE LOCAL OPTION SALES TAX

Honorable Mayor and Members
of the City Council
City of Pavo, Georgia

We have audited the accompanying Schedules of Special Purpose Local Option Sales Tax for the City of
Pavo, Georgia for the year ended December 31, 2012. These schedules are the responsibility of the City
of Pavo, Georgia’s management. Our responsibility is to express an opinion on the Schedules of Special
Purpose Local Option Sales Tax based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States. Those standards require that we plan and perform
the audit to obtain reasonable assurance about whether the Schedules of Special Purpose Local Option
Sales Tax are free of material misstatements. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the Schedules of Special Purpose Local Option Sales Tax. An
audit also includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall presentation of the Schedules of Special Purpose Local
Option Sales Tax. We believe that our audit provides a reasonable basis for our opinion.

The accompanying Schedules of Special Purpose Local Option Sales Tax is prepared for the purpose of
complying with the Official Code of Georgia Annotated, 48-8-121 on the modified accrual basis of
accounting as described in Note 1 and is not intended to be a complete presentatlon of the City of Pavo’s
revenues and expenditures.

In our opinion, the Schedules of Special Purpose Local Option Sales Tax referred to above presents fairly,
in all material respects, the original estimated cost, the current estimated cost, and the current and prior

year expenditures for each project of the City of Pavo for the year ended December 31, 2012, in
conformity with accounting principles generally accepted in the United States of America.

Simmons, Mills & Simmons P.C.

Thomasville, Georgia
M A W P '

-

September 23, 2013
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CITY OF PAVO, GEORGIA
Schedule of Special Purpose Local Option Sales Tax - Brooks County
Year Ended December 31, 2012

Original Expenditures
Estimated Prior Current
Project Cost Years Year Total
Government buildings
capital outlay 3 140,000 $ 1,232 § 5191 § 6,423
Totals $ 140,000 $ 1,232 § 5191 §$ 6,423

Note: Beginning 2009, Brooks County began collecting for Special Purpose Local Option Sales
Tax referendum number 5. Special Purpose Local Option Sales Tax revenue received from
Brooks County, Georgia for the year ended December 31, 2012 was $18,455.
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Schedule of Special Purpose Local Option Sales Tax - Brooks County

Project

Streets, roads
& bridges

Improvements to
City Hall

Improvements to
water system

Equipment

Totals

CITY OF PAVO, GEORGIA

Year Ended December 31, 2012

Original Revised

Expenditures

Estimated Estimated Prior

Cost Years

12,439 § 58,000 § 25,194

15,697 15,697 15,697
- 10,000 10,000
- 16,303 15,054

Total

25,447

15,697

10,000

15,953

28,136 $ 100,000 $ 65,945

67,097
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CITY OF PAVO, GEORGIA
Schedule of 2000 Special Purpose Local Option Sales Tax - Thomas County
Year Ended December 31, 2012

Original Revised Expenditures
Estimated Estimated Prior Current
Project Cost Cost Years Year Total
Miscellaneous road
projects $ 88,000 $ 90,518 $ 90,518 $ - % 90,518
Totals $ 88,000 $ 90,518 $ 90,518 $ - % 90,518
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CITY OF PAVO, GEORGIA
Schedule of 2006 Special Purpose Local Option Sales Tax - Thomas County
Year Ended December 31, 2012

Original Revised Expenditures
Estimated Estimated Prior Current
Project Cost Cost Years Year Total

Miscellaneous road

projects $ 152,640 $ 127,640 $ 110,032 $ 80,804 $ 190,836
Captial outlay:

Water capital projects - - - 29,055 29,055

Police equipment - - - 25,158 25,158

Other equipment - 25,000 14,705 253 14,958
Totals $ 152,640 $ 152,640 $ 124,737 $ 135,270 $ 260,007

Note: Special Purpose Local Option Sales Tax revenue received from Thomas County, Georgia
for the year ended December 31, 2012 was $72,474. Included in the current year column above,
$41,634 was from transfers to the Water & Sanitation Fund and the General Fund for prior year
expenses that were reimbursed with SPLOST funds. These transfers out of SPLOST were
approved by the City's attorney.
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CITY OF PAVO, GEORGIA
Schedule of Special Purpose Local Option Sales Tax - Thomasville
Year Ended December 31, 2012

Original Expenditures
Estimated Prior Current
Project Cost Years Year Total
Recreation facilities
improvements $ 64,900 $ 32617 $ - % 32,617
Totals $ 64,900 $ 32617 $ - 9 32,617
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SIMMONS, MILLS & SIMMONS P.C.

CERTIFIED PUBLIC ACCOUNTANTS
220 E. JACKSON ST.
P.0. BOX 1098
THOMASVILLE, GA. 31799

229-226-2515
FAX # 229-226-2531

CHARLES R. SivMMONS, JR., CPA (1918-1986) MEMBERS OF AMERICAN INSTITUTE OF

EDWIN A, SIMMONS, CPA CERTIFIED PUBLIC ACCOUNTANTS
DARRELL J. MILLS, CPA

MICHAEL J. SIMMONS, CPA
COREY L, LEWIS, CPA

INDEPENDENT AUDITOR’'S REPORT ON SCHEDULE OF SOURCE
AND APPLICATION OF FUNDS AND SCHEDULE OF PROJECT
COST APPLICABLE TO COMMUNITY DEVELOPMENT BLOCK GRANT

We have audited the accompanying Schedule of Source and Application of Funds and Schedule of Project
Costs as of December 31, 2012 and for the year then ended. These financial statements are the
responsibility of Pavo, Georgia’s management. Our responsibility is to express an opinion on these
financial statements based on our audit.

Our audit was made in accordance with auditing standards generally accepted in the United States of
America and Government Auditing Standards, issued by the Comptroller General of the United States.
Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the basic financial statements are free of material misstatement. An audit includes examining, on
a test basis, evidence supporting the amounts and disclosures in the basic financial statements. An audit
also includes assessing the accounting principles used and significant estimates made by management,
as well as evaluating the overall basic financial statement presentation. We believe that our audit provides
a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly the disposition and status of the
Pavo, Georgia's Community Development Grant funds at December 31, 2012 for the year then ended in
conformity with applicable financial reporting provisions of governmental regulations and accounting
principles generally accepted in the United States of America.

This report covers Community Development Block Grant Number 10p-x-136-2-5328.

Simmons, Mills & Simmons P.C.
Thomasville, Georgia

g_ ,/77;/4*&' ZP.K.

September 23, 2013
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CITY OF PAVO, GEORGIA )
Community Development Block Grant
Source & Application of Funds Schedule
10p-x-136-2-5328

Y Sy medan M el o A NN
Year Ended December 3 1, £U

Total grant

Less: Total funds drawn by recipient

Funds still available for grant resources

Cash on hand (overdraft), January 1, 2012
Total grant funds drawn and received by recipient during 2012

Less: Funds applied and expended to grant costs during 2012

Total program funds held by recipient at December 31, 2012
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404,244

118,710

285,534

5,000
118,710

121,710

2,000




CITY OF PAVO, GEORGIA
Community Development Block Grant
Project Cost Schedule
10p-x-136-2-5328
Year Ended December 31, 2012

Accumulated Accumulated
Approved Expenditures Expenditures Grant Total

Activity Budget To Date To Date  Expenditures Questioned

Program Activity Number CDBG Funds CDBG Funds Other Funds To Date Costs
Contingencies - unprogramed funds C-022-00 $ 20,600 §$ - 8 - % - % -
Engineering - water improvements ~ T-03J-00 20,500 14,425 19,681 34,106 -
Water facilities P-03J-01 338,900 223,428 - 223,428 -
Administration A-21A-00 24,244 4,000 4,000 8,000 -
Totals $ 404244 § 241,853 § 23681 $ 265,534 § -
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