
  
ITEM 13.  CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS, AND DIRECTOR 
 INDEPENDENCE 
 
Certain of the officers, directors and shareholders of PAB and the Bank, and affiliates of such persons, have from time to 
time engaged in banking transactions with the Bank.  We expect those persons to continue those transactions in the future.  
Any loans or other extensions of credit the Bank made to those individuals were made in the ordinary course of business 
on substantially the same terms, including interest rates and collateral, as those prevailing at the time for comparable 
transactions with unaffiliated third parties and did not involve more than the normal risk of collectability or present other 
unfavorable features.  At December 31, 2008 and December 31, 2009, loans outstanding to our officers and directors 
named in this report and their affiliates amounted to an aggregate of $37,948,775 and $20,836,001, respectively.   
 
In 2005, the Board of Directors of the Bank authorized the Bank to pledge $500,000 to Valdosta State University in honor 
of Mr. James L. Dewar, Sr., the founder of the Bank and PAB, and Mrs. Dorothy H. Dewar.  Mr. and Mrs. Dewar are the 
parents of James L. Dewar, Jr.  Mr. Dewar was not present during the deliberation and vote authorizing the pledge.  During 
2008 and 2009, the Bank contributed $25,000 each year towards satisfying the pledge.  At December 31, 2009, a balance 
of $125,000 remained on the pledge.   
 
Thompson Kurrie, Jr., a director, is a partner in the law firm of Coleman Talley LLP., which provides various legal 
services to us.  During 2009, we paid Coleman Talley LLP approximately $271,000 in fees and expenses for legal 
services. 
 
Walter W. Carroll, II, a director until he passed away on December 20, 2009, was the owner of Carroll Investment Group, 
LLC.  In August 2009, we engaged Carroll Investment Group, LLC to serve as our outside real estate advisors for the 
management, marketing and disposition of our other real estate owned.  Under the terms of our engagement, we will pay 
Carroll Investment Group an annual fee of $100,000 and a bonus for certain properties sold during the engagement.  The 
bonus will be equal to the greater of 1% of the sales price or any commissions that Carroll Investment Group is entitled to 
receive via its brokerage services, of which PAB will receive a refund of one-half of Carroll Investment Group’s portion in 
excess of 1% of the sales price of that property.  Our agreement with Carroll Investment Group has an initial term of one 
year and will automatically renew for 3-month successive periods until either we or Carroll Investment Group terminates 
the agreement.  
 
On March 5, 2009, the Bank entered into a Receivables Origination Agreement and a Servicing Agreement with GreenSky 
Trade Credit, LLC.  Under terms of the agreement, the Bank agreed to fund up to $30,000,000 in eligible business credit 
card and other credit account receivables that conform with the Bank’s credit criteria.  GreenSky Trade Credit, LLC 
processes payments and advances and authorizes transactions under the Servicing Agreement and is paid a fee for those 
services. 

 

 
We issued warrants for the purchase of 1,072,060 shares of our common stock at an exercise price of $3.75 per share for a 
term of seven years in our two private placements completed in September 2009.  Following the completion of our 
anticipated public offering, we intend to modify the warrants issued in the private placements to provide the warrant 
holders with an enhanced economic benefit for their earlier investment.  We propose to offer to each warrant holder the 
opportunity to exchange the holder’s existing warrant for a new warrant with:  a reduced exercise price equal to 125% of 
the offering price of the shares of common stock sold in the public offering; an increased number of shares that may be 
purchased under the warrant; and a shortened term of five years.  In evaluating this transaction, our Board of Directors 
engaged an outside firm to perform a valuation analysis.  Certain of our related parties may participate in the warrant 
exchange for an economic benefit that may exceed $120,000, though the exact amount of such benefit cannot be 
determined at this time.  The warrants held by members of our Board of Directors and executive officers will not be 
modified and will remain under the terms of their initial issuance; however, relatives of certain of our members of our 
Board of Directors and executive officers may participate in the warrant exchange.   Members of our Board of Directors 
who have relatives that may participate in the warrant exchange did not participate in the vote of the Board of Directors 
approving the warrant modification. 
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All related party transactions set forth above were subject to review by management and required approval by the Audit 
Committee or our disinterested directors.  We believe that the terms for all of these related party transactions are at least as 
favorable as those that could be obtained from a third party.  All future related party transactions will require approval by 
the Audit Committee for potential conflict of interest situations, as permitted under NASDAQ Listing Standards Rule 
5630(a).  The term “related party transaction” is generally defined as any transaction, since January 1, 2008, or any 
currently proposed transaction, in which we were or are to be a participant and the amount involved exceeds $120,000, and 
in which any related person had or will have a direct or indirect material interest.  A “related person” is any director, 
director nominee, or executive officer of PAB, any holder of more than 5% of the outstanding voting securities of PAB, or 
any immediate family member of the foregoing persons will have a direct or indirect interest.  The term includes most 
financial transactions and arrangements, such as loans, guarantees and sales of property, and remuneration for services 
rendered (as an employee, consultant or otherwise) to PAB. 
 
ITEM 14.  PRINCIPAL ACCOUNTANT FEES AND SERVICES 

THE FOLLOWING REPORT OF THE AUDIT COMMITTEE SHALL NOT BE DEEMED TO BE SOLICITING 
MATERIAL OR TO BE INCORPORATED BY REFERENCE IN ANY PREVIOUS OR FUTURE DOCUMENTS 
FILED BY THE COMPANY WITH THE SECURITIES AND EXCHANGE COMMISSION UNDER THE 
SECURITIES ACT OF 1933 OR THE EXCHANGE ACT, EXCEPT TO THE EXTENT THAT THE COMPANY 
EXPRESSLY INCORPORATES SAID REPORTS BY REFERENCE IN ANY SUCH DOCUMENT. 

INDEPENDENT AUDITORS 

 

 

 

 
Our Board of Directors, upon the recommendation of our Audit Committee, has appointed Mauldin & Jenkins as 

independent auditors for the fiscal year ending December 31, 2010.  Mauldin & Jenkins audited the consolidated financial 
statements of the Company for the 2009 fiscal year.  We have been advised that a representative of Mauldin & Jenkins will 
be present at the Annual Meeting, will be given an opportunity to speak, and will be available to answer appropriate 
questions.   

Audit Fees 
 
 The aggregate fees billed and to be billed by Mauldin & Jenkins for professional services rendered for the audit of 
the Company’s annual financial statements for fiscal year 2009, the review and attestation of management’s assertions 
related to the Company’s internal control over financial reporting and the reviews of the financial statements included in 
the Company’s Forms 10-Q for such fiscal year were $188,000.  The aggregate fees billed by Mauldin & Jenkins for 
professional services rendered for the audit of the Company’s annual financial statements for fiscal year 2008, the review 
and attestation of management’s assertions related to the Company’s internal controls over financial reporting and the 
reviews of the financial statements included in the Company’s Forms 10-Q for such fiscal year were $132,500. 
 
Audit-Related Fees 
 
 

 

The aggregate fees, other than those disclosed under the caption Audit Fees above, billed by Mauldin & Jenkins 
for assurance and related services reasonably related to the performance of the audit or review of the financial statements 
for fiscal year 2009 were $3,000.  There were no aggregate fees, other than those disclosed under the caption Audit Fees 
above, billed and to be billed by Mauldin & Jenkins for consultations regarding accounting standards, reporting issues and 
due diligence assistance services for fiscal year 2008. 

Tax Fees 
 
 The aggregate fees billed and to be billed by Mauldin & Jenkins for professional services rendered for tax 
compliance, tax advice and tax planning were $16,101 for fiscal year 2009 and $20,980 for fiscal year 2008.  Such fees 
were principally paid for tax compliance services performed by Mauldin & Jenkins. 
 
All Other Fees 
 
 There were no fees billed by Mauldin & Jenkins for professional services rendered other than as stated under the 
captions Audit Fees, Audit-Related Fees and Tax Fees above for fiscal year 2009 and for fiscal year 2008.   
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 The Audit Committee pre-approves all auditing services and permitted non-audit services (including the fees and 
terms) to be performed for the Company by its independent auditors, subject to the de minimus exceptions for non-audit 
services described in Section 10A(i)(1)(B) of the Exchange Act, which should be approved by the Audit Committee.  The 
Audit Committee approved 100% of the services performed by Mauldin & Jenkins in 2009. 


	Park Avenue Bank 2009 Annual Report
	PAB 10-K 2009 FOR PRINTER.pdf
	FORM 10-K
	
	
	
	
	
	
	
	PART I
	PART II



	CAUTIONARY NOTICE REGARDING FORWARD-LOOKING STATEMENTS
	
	
	PART I
	ITEM 1.  BUSINESS






	Employees
	
	
	
	
	Support of Subsidiary Institutions





	USA Patriot Act of 2001
	
	
	
	
	
	ITEM 1A.  RISK FACTORS







	ITEM 3.  LEGAL PROCEEDINGS
	
	
	
	
	
	
	GAAP Reconciliation and Management Explanation for Non-GAAP Financial Measures
	ITEM 7.  MANAGEMENT’S DISCUSSION AND ANALYSIS OF 
	AND RESULTS OF OPERATIONS







	OVERVIEW OF KEY FINANCIAL, STRATEGIC AND PERFORMANCE FACTORS
	With approximately 14% of our loan portfolio concentrated in residential construction and development loans and an additional 22% of our loan portfolio in residential mortgages, we monitor and evaluate economic trends in our residential real estate marke
	STATISTICAL DISCLOSURES
	Rate / Volume Analysis
	Deposits
	
	
	
	
	
	
	LIQUIDITY AND CAPITAL RESOURCES
	In October 2008, the TLGP was established by the 
	Investment Portfolio







	Borrowings
	Contractual Obligations

	Stockholders’ Equity
	Stockholders’ equity represented 4.1% of total as
	
	
	
	
	
	
	Net Interest Income







	Noninterest Income
	Fourth Quarter Results
	
	
	
	
	
	
	We use simulation analysis to monitor changes in net interest income due to the impact that changes in market interest rates have on our financial instruments.  The simulation of rising, declining, and flat interest rate scenarios allows us to monitor an
	The following table shows the results of these projections for net interest income expressed as a percentage change over net interest income in a flat rate scenario for both a gradual change in market interest rates over a twelve-month period and an imme
	Quarterly Financial Summary for 2009 and 2008



	PAB BANKSHARES, INC. AND SUBSIDIARIES
	PAB BANKSHARES, INC. AND SUBSIDIARIES
	
	
	NOTE 1.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES



	Nature of Business
	Basis of Presentation and Accounting Estimates
	Cash and Balances Due from Banks and Cash Flows
	Interest Bearing Deposits in Other Banks
	Investment Securities
	Premises and Equipment
	Goodwill
	Foreclosed Assets
	The Bank is required to maintain reserve balances in cash or on deposit with correspondent banks and the Federal Reserve Bank of Atlanta, based on a percentage of deposits.  The total of those reserve balances was approximately $16,579,000 and $6,992,000
	NOTE 6.  LOANS AND ALLOWANCE FOR LOAN LOSSES
	NOTE 7.  PREMISES AND EQUIPMENT
	NOTE 8.  DEPOSITS
	NOTE 9.  FEDERAL FUNDS PURCHASED AND SECURITIES SOLD UNDER AGREEMENTS TO REPURCHASE
	Securities sold under repurchase agreements, which are secured borrowings, generally mature within one day to 90 days from the transaction date.  Securities sold under repurchase agreements are reflected at the amount of cash received in connection with
	NOTE 10.  ADVANCES FROM THE FEDERAL HOME LOAN BANK
	NOTE 11.  GUARANTEED PREFERRED BENEFICIAL INTERESTS IN DEBENTURES
	NOTE 12.  INCOME TAXES
	NOTE 12.  INCOME TAXES (Continued)
	NOTE 13.  EMPLOYEE BENEFIT PLANS
	NOTE 14.  DEFERRED COMPENSATION AND RETIREMENT PLANS
	NOTE 15.  OTHER INCOME AND EXPENSES







	NOTE 16.  EARNINGS PER COMMON SHARE
	
	
	
	
	
	
	For the years ended December 31, 2009, 2008 and 2007, warrants and options to purchase 1,824,176, 621,961 and 184,404, respectively, were outstanding but not included in the computation of earnings per share because they were anti-dilutive.
	NOTE 17.  EMPLOYEE AND DIRECTOR STOCK PURCHASE PROGRAM
	NOTE 18.  DIVIDEND REINVESTMENT AND COMMON STOCK PURCHASE PLAN
	NOTE 20.STOCK WARRANTS
	On September 9, 2009, the Company announced that 
	NOTE 21.STOCK REPURCHASE PLAN
	In May 2007, the Company’s Board of Directors ren
	NOTE 22.  DERIVATIVE FINANCIAL INSTRUMENTS
	NOTE 22.  DERIVATIVE FINANCIAL INSTRUMENTS (Continued)
	NOTE 22.  DERIVATIVE FINANCIAL INSTRUMENTS (Continued)
	NOTE 22.  DERIVATIVE FINANCIAL INSTRUMENTS (Continued)
	NOTE 23.COMMITMENTS AND CONTINGENT LIABILITIES
	NOTE 24.    CONCENTRATIONS OF CREDIT








	As of December 31, 2009, approximately 86% of the
	
	
	
	
	
	
	
	NOTE 25.    REGULATORY MATTERS
	NOTE 25.   REGULATORY MATTERS (Continued)
	NOTE 28.    SEGMENT REPORTING
	NOTE 29.  SUBSEQUENT EVENTS
	ITEM 9B.  OTHER INFORMATION





	DIRECTORS
	Term Expiring at the 2010 Annual Meeting of Shareholders
	Term Expiring at the 2011 Annual Meeting of Shareholders
	Term Expiring at the 2012 Annual Meeting of Shareholders

	COMPENSATION DISCUSSION AND ANALYSIS


	Role of the Compensation Committee
	1Mr. Welsh retired from the Company on April 6, 2009.
	Compensation Benchmarks and Use of Consultants
	General Philosophy
	Elements of Executive Compensation
	Allocation of Compensation Components
	Base Salaries
	Bonuses
	Equity Incentives
	Perquisites and Other Benefits
	Potential Payments Upon Termination or Change in Control
	The Company’s contractual obligation for terminat
	Director Compensation
	ITEM 12.  SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS
	
	
	
	
	
	
	AND MANAGEMENT AND RELATED STOCKHOLDER MATTERS








	PRINCIPAL SHAREHOLDERS
	Equity Compensation Plan Information
	The following table summarizes the Company’s equi
	In addition to the equity compensation plans appr
	
	
	
	
	
	
	INDEPENDENCE







	ITEM 15.  EXHIBITS AND FINANCIAL STATEMENT SCHEDULES






