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M Positively Charming

October 31, 2019

The Honorable Mayor and
Members of the City Council
City of Mebane, North Carolina

Ladies and Gentlemen:

The Comprehensive Annual Financial Report of the City of Mebane, North Carolina is submitted for your review and
use. This report was prepared by the City’s Finance Department, and it is the comprehensive publication of the City’s
financial position and results of operations as of and for the fiscal year ended June 30, 2019. The City, like all other
local governments in the State, is required by state law to publish a complete set of financial statements within four
months of the close of each fiscal year. The financial statements must be presented in conformity with generally
accepted accounting principles (GAAP) and audited in accordance with generally accepted auditing standards by a
firm of licensed certified public accountants. This report is published to fulfill that requirement for the fiscal year
ended June 30, 2019, and to provide further accountability to citizens and other interested parties by providing a
more comprehensive report in lieu of the minimum basic financial statement requirements.

City management is responsible for both the accuracy of the data and the completeness and fairness of the report.
To ensure reliability of the information, City management has established a comprehensive framework of internal
controls. Internal controls protect the City’s assets from loss, theft and misuse and provide reliable information for
the preparation of this report. Because the cost of internal controls should not outweigh their benefits, the City’s
controls have been designed to provide reasonable, rather than absolute, assurance that the financial statements
are free of any material misstatements. As management, to the best of our knowledge and belief, this financial
report is complete, accurate and reliable in all material respects.

As noted earlier, the City is required by state law to have an annual independent financial audit. Stout, Stuart,
McGowen & King, LLP, conducted the audit and concluded in an unmodified (“clean”) opinion that the financial
statements present fairly in conformity with GAAP, in all material respects, the financial position and changes in
financial position for the City of Mebane, North Carolina, as of June 30, 2019. The independent auditors’ report on
the basic financial statements is located at the beginning of the financial section of this report.

Management’s discussion and analysis of the basic financial statements (MD&A) immediately follows the
independent auditors’ report and provides a prescribed narrative introduction, overview, and analysis of the basic
financial statements. The MD&A is designed to complement this letter of transmittal and should be read in
conjunction with it.

Profile of the City

The town was named for Brigadier General Alexander Mebane of the North Carolina Militia and a member of
Congress in the 1790's. In 1855, the railroad arrived and Mebane was incorporated in 1881 as the town of
Mebanesville. The name was officially changed to Mebane in 1883. The charter was amended to the City of Mebane
in February of 1987. Also in 1881, Mebane's industrial growth began with establishment of the former White
Furniture Company, followed by the Mebane Bedding Company (now Kingsdown) in 1904 and the Ridgeville
Telephone Company (now Centurylink Communications) in 1907.
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The City of Mebane is located in the Piedmont Triad Region of North Carolina, about 45 minutes west of Raleigh, the
State capital, and 20 minutes east of Greensboro, the State’s third largest city. The City has a land area of
approximately ten miles, and a population of 15,589. Mebane is the third largest of ten municipalities located on
the eastern border of Alamance County. The City is located mostly in Alamance County, with about 15% of it in
Orange County.

The City is governed by the council-manager form of government. Policy making and legislative authority are vested
in the City Council, consisting of the mayor and five other members. The City Council is responsible, among other
things, for passing ordinances, adopting the budget, appointing committees, and hiring both the City’s manager and
attorney. The City Manager is responsible for carrying out the policies and ordinances of the City Council, for
overseeing the day-to-day operations of the City, and for appointing the heads of the various departments. Five
members of the City Council and the Mayor are elected to four year staggered terms. The Council then selects the
Mayor Pro-tem from within the Council membership.

The City provides a full range of services, including police and fire protection; the maintenance of streets and other
infrastructure; planning and building inspections; solid waste and recycling services; water and sewer services;
recreational and cultural activities; and a library. In the 1970’s, the City of Mebane and the City of Graham began a
joint venture to develop a single water supply for both cities. This intergovernmental cooperation led to the creation
of the Graham-Mebane Lake, which supplies drinking water to both towns. The City of Graham operates the water
treatment plant and manages all lake operations with one-third of the costs historically paid by the City of Mebane
and two-thirds borne by the City of Graham. In FY15, Mebane entered into an agreement to increase to 50% its
share of the water capacity. In FY17, Mebane entered into an agreement to buy 21.43% of Graham’s sewer capacity.

The Mebane City Council is required to adopt a budget by July 1 of each year. The City is empowered to levy a
property tax on both real estate and personal properties located within its boundaries. It also is empowered by state
statute to extend its corporate limits by annexation, which occurs periodically when deemed appropriate by the
governing board. The City’s budget ordinance creates a legal limit on spending authorizations, and serves as the
foundation for Mebane’s financial planning and control. The budget is prepared by fund and department. The City
Manager is authorized by the budget ordinance to make transfers within funds to facilitate budget execution
consistent with Council intent.
Local Economy

Nationally, the economy remains in recovery from the downturn of 2008, with a reduction in unemployment and
continued growth in GDP, housing starts and major purchases amid uncertainty regarding global economic stability.
In North Carolina, residential investment and construction starts continue unabated. Throughout the slow growth
over the past five to ten years, Mebane has continued to lead the county in homebuilding, and that trend is expected
to continue. Inspections, permits and certificates of occupancy issued in 2019 continued to demonstrate strong
growth. Retail sales also continued improvement, boosted by local consumer spending, a benefit of having a
regional shopping destination like the Tanger Outlet. Two new hotels were approved in 2019 and are also under
construction.

Industrial development also continues in Mebane. Following on the recent years’ additions of Morinaga, Walmart
Distribution Center, Lidl Distribution Center and Prescient Companies, Lotus Bakeries is nearing completion of the
new facility that is expected to begin operations in 2019. Airgas USA selected Mebane for a new facility now under
construction, and a building re-use project for Universal Preserv-a-Chem is under construction. These facilities
demonstrate Mebane’s prime location on the Interstate 85/40 corridor that links two of the fastest growing metro
areas on the East Coast. At one end, the Research Triangle Park region of Raleigh, Durham and Chapel Hill; at the
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other, the Piedmont Triad region of Greensboro, Winston-Salem and High Point. The City of Mebane is at the heart
of this corridor, where the full resources of the region come together to create exceptional opportunities for
expanding and relocating companies in the nationally recognized N.C. Industrial Center, the new Buckhorn Economic
Development Zone in Orange County, and the newly established North Carolina Commerce Park. Boasting over
3,000 acres between these three development areas, Mebane is poised for economic growth.

Long-Term Financial Planning and Major Initiatives

The City’s 5-year Capital Improvement Plan (CIP) outlines the major capital purchases and capital project
expenditures for the next five fiscal years while matching a conservative revenue source for payment. This document
also describes the impact of the capital expenditures on the General Fund, Water and Sewer Fund, and the City
finances as a whole. The City’s long-range plans are committed to maintaining a strong financial position while
providing the necessary capital improvements to continue its historically high level of services.

Major initiatives of the CIP include the upgrade of the City’s wastewater facility and the continuation of
improvements to the Graham-Mebane water plant necessary to comply with drinking water regulations, to maintain
capacity for a growing community and extension of services to the economic development zone. Sidewalks and
street resurfacing also continue to be priorities for the City, with a goal of resurfacing approximately two miles of
streets annually to maintain an average surface life-cycle of twenty years. The City’s dedication to quality of life is
reflected in the CIP’s plans for parks, trails and other amenities, including the City’s first greenway trail that will link
three parks and a school.

Awards and Acknowledgements

The Government Finance Officers Association (GFOA) awarded a Certificate of Achievement for Excellence in
Financial Reporting to the City of Mebane for its comprehensive annual financial report (CAFR) for the fiscal year
ended June 30, 2018. In order to be awarded a Certificate of Achievement, the City published an easily readable and
efficiently organized CAFR. This report satisfied both GAAP and applicable legal requirements.

A Certificate of Achievement is valid for a period of one year only. The City of Mebane has received the award for
the last seven years. We believe that our current CAFR continues to meet the Certificate of Achievement Program'’s
requirements and we are submitting it to the GFOA to determine its eligibility for another certificate. We believe
that by participating in the GFOA’s Certificate of Achievement program, we will improve our transparency and
disclosure to the citizens of Mebane.

The preparation of this report would not have been possible without the dedicated efforts of the entire staff of the
Finance Department. We would like to express our appreciation to all members of the department who assisted and
contributed to the preparation of this report. Credit also must be given to the mayor and the City Council for their
unfailing support for maintaining the highest standards of professionalism in the management of the City of
Mebane’s finances.

Respectfully submitted,

Dovid S. Cheek Jeanune D. Tote

David S. Cheek, CPA Jeanne D. Tate
City Manager Finance Director
Page iii
CITY OF MEBANE 106 E. Washington St. | Mebane, NC 27302 Q 919 563 5901 919 563 1007  jtate@cityofmebane.com

www.CITY MEBANE.com




City of Mebane, North Carolina
Organizational Chart
June 30, 2019

City Council

City Manager

Assistant

City Manager

Utilities Public Works Development Inspections
Director Director Director Director

City Clerk

Water Resources Parks & Recreation Human Resources

Recovery Director Director Police Chief Finance Officer

Director

Page iv



City of Mebane, North Carolina
List of Principal Officials

June 30, 2019

Glendel Stephenson
Ed Hooks

Jill Auditori

Tim Bradley
Everette Greene

Patricia Philipps

Elected Officials

Mayor

Mayor Pro-Tem
Council Member
Council Member
Council Member

Council Member

Appointed Officials

David Cheek
Chris Rollins
Jeanne Tate
Lawson Brown
Stephanie Shaw
Terrence Caldwell
Bob Louis
Wayne Pore

Cy Stober

Cliff Ayscue
Aaron Davis
Kyle Smith
Dennis Hodge

Esther Bennett

City Manager

Assistant City Manager
Finance Director

City Attorney

City Clerk

Police Chief

Fire Chief

Public Works Director
Development Director
Inspections Director
Recreation and Parks Director
Utilities Director

Water Resources Recovery Director

Human Resources Director

Page v



®

Government Finance Officers Association

Certificate of

Achievement
for Excellence
in Financial
Reporting

Presented to

City of Mebane
North Carolina

For its Comprehensive Annual
Financial Report
for the Fiscal Year Ended

June 30, 2018

Worate P Moniet

Executive Director/CEO

Page vi




———
A 4
v

Certified
Public
Accountants

Advisors to
Management

Member of PCPS,
the AICPA Alliance
For CPA Firms

Mailing Address:
P.O. Box 1440
Burlington, NC 27216-1440

Street Address:
1233 South Church Street
Burlington, NC 27215

3362267343
fax 3362294204

www.ssmkllp.com
email: ssmk@ssmkllp.com

STOUT
STUART
MCSGOWEN
& KING Lp

Independent Auditor’s Report

To The Honorable Mayor and
Members of the City Council
City of Mebane

Mebane, North Carolina

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental
activities, the business-type activities, each major fund, and the aggregate remaining
fund information of the City of Mebane, North Carolina, as of and for the year ended
June 30, 2019, and the related notes to the financial statements, which collectively
comprise the City’s basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with the 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.
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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 an 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 financial statement presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinion.

Opinions

In our opinion, based on our audit , the financial statements referred to above present fairly, in all
material respects, the respective financial position of the governmental activities, the business-
type activities, each major fund, and the aggregate remaining fund information of the City of
Mebane, North Carolina as of June 30, 2019, and the respective changes in financial position and
the cash flows, where appropriate, thereof and respective budgetary comparison for the General
Fund for the year then ended in accordance with accounting principles generally accepted in the
United States of America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
Management’s Discussion and Analysis, on pages 5 through 12, respectively, the Other
Postemployment Benefits’ Schedule of Changes in the Total OPEB Liability and Related Ratios,
on page 60, the Local Government Employee’s Retirement System’s Schedules of the
Proportionate Share of the Net Pension Liability and Contributions, on pages 55 and 56,
respectively, the Firefighters’ and Rescue Squad Workers’ Pension Fund’s Schedule of the
Proportionate Share of Net Pension Liability on page 57, and the Law Enforcement Officers’
Special Separation Allowance schedules of the Changes in Total Pension Liability and Total
Pension Liability as a Percentage of Covered Payroll on pages 58 and 59, respectively be
presented to supplement the basic financial statements. Such information, although not a required
part of the basic financial statements, is required by the Governmental Accounting Standards
Board who considers it to be an essential part of financial reporting for placing the basic
financial statements in an appropriate operational, economic, or historical context. We have
applied certain limited procedures to the required supplementary information in accordance with
auditing standards generally accepted in the United States of America, which consisted of
inquires of management about the methods of preparing the information and comparing the
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information for consistency with management’s response to our inquires, the basic financial
statements, and other knowledge we obtained during our audit of the basic financial statements.
We do not express an opinion or provide any assurance on the information because the limited
procedures do not provide us with sufficient evidence to express an opinion or provide any
assurance.

Supplementary and Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the basic financial statements of the City of Mebane, North Carolina. The
combining and individuals fund statements, budgetary schedules, other schedules as well as the
accompanying Schedule of Expenditures of Federal and State Awards, as required by Title 2
U.S. Code of Federal Regulations (CFR) Part 200, Uniform Administrative Requirements, Cost
Principles, and Audit Requirements for Federal Awards, and the State Single Audit
Implementation Act, are presented for purposes of additional analysis and are not a required part
of the basic financial statements.

The combining and individual fund financial statements, budgetary schedules, and other
schedules are the responsibility of management and were derived from and relates directly to the
underlying accounting and other records used to prepare the basic financial statements. Such
information has been subjected to the auditing procedures applied in the audit of the basic
financial statements and certain additional procedures, including comparing and reconciling such
information directly to the underlying accounting and other records used to prepare the basic
financial statements or to the basic financial statements themselves, and other additional
procedures in accordance with auditing standards generally accepted in the United States of
America by us. In our opinion, based on our audit, the procedures performed as described above,
the combining and individual fund statements, budgetary schedules, other schedules and the
schedule of expenditures of federal and state awards are fairly stated, in all material respects, in
relation to the basic financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated
October 30, 2019 on our consideration of the City of Mebane’s internal control over financial
reporting and our tests of its compliance with certain provisions of laws, regulations, contracts,
and grant agreements, and other matters. The purpose of the 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 in 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 City of Mebane’s internal control over financial reporting and
compliance.

Stour Sueet M%owen € K06, LLP

Burlington, NC
October 30, 2019
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City of Mebane, North Carolina
Management Discussion and Analysis
June 30, 2019

As management of the City of Mebane, we offer readers of the financial statements this narrative overview
and analysis of the City’s financial activities for the fiscal year ended June 30, 2019. We encourage readers to
read the information presented here in conjunction with additional information that we have furnished in the
City’s financial statements, which follow this narrative.

Financial Highlights

e The assets and deferred outflows of resources of the City of Mebane exceeded its liabilities and
deferred inflows of resources at the close of the fiscal year by $100,903,931 (net position).

e The government’s total net position increased by $4,852,284, due to increases in the government
type net position of $4,196,463 and increases in the business type activities net position of
$655,821.

e As of the close of the current fiscal year, the City of Mebane’s governmental funds reported
combined ending fund balances of $14,374,690, an increase of $336,630 in comparison with the
prior year. Approximately 20.1 percent of this total amount, or $2,891,020, is nonspendable or
restricted.

e At the end of the current fiscal year, unassigned fund balance for the General Fund was $9,098,856
or 63.3 percent of total general fund expenditures for the fiscal year.

Overview of the Financial Statements

This discussion and analysis are intended to serve as an introduction to City’s basic financial statements. The
City’s basic financial statements consist of three components; 1) government-wide financial statements, 2)
fund financial statements, and 3) notes to the financial statements (see Figure 1). The basic financial
statements present two different views of the City through the use of government-wide statements and fund
financial statements. In addition to the basic financial statements, this report contains other supplemental
information that will enhance the reader’s understanding of the financial condition of the City of Mebane.

Required Components of Annual Financial Report (Figure 1)

Management Discussion and L .
. Basic Financial Statements
Analysis
Government-wide Financial . . Notes to the Financial
Fund Financial Statements
Statements Statements
Summary »  Detail

Basic Financial Statements
The first two statements (Exhibits 1 and 2) in the basic financial statements are the Government-wide
Financial Statements. They provide both short and long-term information about the City’s financial status.
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City of Mebane, North Carolina
Management Discussion and Analysis
June 30, 2019

The next statements (Exhibits 3 through 8) are Fund Financial Statements. These statements focus on the
activities of the individual parts of the City government. These statements provide more detail than the
government-wide statements. There are three parts to the Fund Financial Statements: 1) the governmental
funds statements; 2) the budgetary comparison statements; and 3) the proprietary fund statements.

The next section of the basic financial statements is the notes. The notes to the financial statements explain
in detail some of the data contained in those statements. After the notes, supplemental information is
provided to show details about the City’s individual funds. Budgetary information required by the General
Statutes also can be found in this part of the statements.

Government-wide Financial Statements

The government-wide financial statements are designed to provide the reader with a broad overview of the
City’s finances, similar in format to a financial statement of a private-sector business. The government-wide
statements provide short and long-term information about the City’s financial status as a whole.

The two government-wide statements report the City’s net position and how they have changed. Net
position is the difference between the City’s total assets and deferred outflows of resources and total
liabilities and deferred inflows of resources. Measuring net position is one way to gauge the City’s financial
condition.

The government-wide statements are divided into two categories: 1) governmental activities and 2)
business-type activities. The governmental activities include most of the City’s basic services such as public
safety, parks and recreation, and general administration. Property taxes and state and federal grant funds
finance most of these activities. The business-type activities are those that the City charges customers to
provide. These include the water and sewer services offered by the City of Mebane.

The government-wide financial statements are on Exhibits 1 and 2 of this report.

Fund Financial Statements

The fund financial statements (see Figure 1) provide a more detailed look at the City’s most significant
activities. A fund is a grouping of related accounts that is used to maintain control over resources that have
been segregated for specific activities or objectives. The City of Mebane, like all other governmental entities
in North Carolina, uses fund accounting to ensure and reflect compliance (or non-compliance) with finance-
related legal requirements, such as the General Statutes or the City’s budget ordinance. All of the funds of
the City of Mebane can be divided into two categories: governmental funds and proprietary funds.

Governmental Funds — Governmental funds are used to account for those functions reported as
governmental activities in the government-wide financial statements. Most of the City’s basic services are
accounted for in governmental funds. These funds focus on how assets can readily be converted into cash
flow in and out, and what monies are left at year-end that will be available for spending in the next year.
Governmental funds are reported using an accounting method called modified accrual accounting that
provides a short-term spending focus. As a result, the governmental fund financial statements give the reader
a detailed short-term view that helps him or her determine if there are more or less financial resources
available to finance the City’s programs. The relationship between government activities (reported in the
Statement of Net Position and the Statement of Activities) and governmental funds is described in a
reconciliation that is a part of the fund financial statements.

The City of Mebane adopts an annual budget for its General Fund, as required by the General Statutes. The
budget is a legally adopted document that incorporates input from the citizens of the City, the management
of the City, and the decisions of the Board about which services to provide and how to pay for them. It also
authorizes the City to obtain funds from identified sources to finance these current period activities. The
budgetary statement provided for the General Fund demonstrates how well the City complied with the
budget ordinance and whether or not the City succeeded in providing the services as planned when the
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budget was adopted. The budgetary comparison statement uses the budgetary basis of accounting and is
presented using the same format, language, and classifications as the legal budget document. The statement
shows four columns: 1) the original budget as adopted by the board; 2) the final budget as amended by the
board; 3) the actual resources, charges to appropriations, and ending balances in the General Fund; and 4)
the difference or variance between the final budget and the actual resources and charges.

Proprietary Funds — The City of Mebane has one kind of proprietary fund. Enterprise Funds are used to report
the same functions presented as business-type activities in the government-wide financial statements. The
City of Mebane uses enterprise funds to account for its water and sewer activity. These funds are the same as
those functions shown in the business-type activities in the Statement of Net Position and the Statement of
Activities.

Notes to the Financial Statements — The notes provide additional information that is essential to a full
understanding of the data provided in the government-wide and fund financial statements. The notes to the
financial statements begin on page 24 of this report.

Other Information — In addition to the basic financial statements and accompanying notes, this report
includes certain required supplementary information concerning the City of Mebane’s progress in funding its
obligation to provide pension benefits to its employees. Required supplementary information can be found
beginning on page 55 of this report.

Interdependence with Other Entities — The City depends on financial resources flowing from, or associated
with, both the Federal Government and the State of North Carolina. Because of this dependency, the City is
subject to changes in specific flows of intergovernmental revenues based on modifications to Federal and
State laws and Federal and State appropriations.

Government-Wide Financial Analysis

City of Mebane’s Net Position (Figure 2)

Governmental Activities Business-Type Activities Total
2019 2018 2017 2019 2018 2017 2019 2018 2017

. $15,314,782 $15,522,240 $20,507,235 $10,038,366 $10,496,254 $10,418,569 $ 25,353,148 $26,018,494 $30,925,804

1,402,094 1,423,869 1,067,117 - - - 1,402,094 1,423,869 1,067,117
54,184,211 50,868,231 41,460,779 47,220,521 47,102,743 44,525,626 101,404,732 97,970,974 _ 85,986,405
70,901,087 67,814,340 63,035,131 57,258,887 57,598,997 54,944,195 128,159,974 125,413,337 117,979,326

Current and other assets.
Non-current assets.
Capital assets....

Total assets ...

Deferred outflows of resources......... 3,638,262 2,542,849 2,973,787 525,612 349,970 423,625 4,163,874 2,892,819 3,397,412

Long-term liabilities outstandin 18,267,076 17,934,946 17,234,704 9,456,048 10,051,529 10,653,861 27,723,124 27,986,475 27,888,565
Other liabilities. 1,656,230 2,325,823 1,418,694 1,022,724 1,281,467 1,227,886 2,678,954 3,607,290 2,646,580
Total liabilities 19,923,306 20,260,769 18,653,398 10,478,772 11,332,996 11,881,747 30,402,078 31,593,765 30,535,145

Deferred inflows of resources... 903,583 580,423 82,356 114,256 80,321 10,214 1,017,839 660,744 92,570
Net position:

Net investmentin capital assets........ 44,539,110 40,610,954 30,319,096 38,984,945 38,122,626 34,527,281 83,524,055 78,733,580 64,846,377
Restricted 2,844,468 2,757,579 2,615,433 586,608 3,431,076 2,757,579 2,615,433

6,328,882 6,147,464 14,338,635 7,619,918 8,413,024 8,948,578 13,948,800 14,560,488 23,287,213

Unrestricted
.. $53,712,460 $49,515997 $47,273,164 $47,191,471 $46,535,650 $43,475859 $100,903,931 $96,051,647 $90,749,023

Total net position

As noted earlier, net position may serve over time as one useful indicator of a government’s financial
condition. The assets and deferred outflows of the City of Mebane exceeded liabilities and deferred inflows
by $100,903,931 as of June 30, 2019. The City’s net position increased by $4,852,284 for the fiscal year
ended June 30, 2019. However, the largest portion (82.8%) reflects the City’s net investment in capital assets
(e.g. land, buildings, machinery, and equipment). The City of Mebane uses these capital assets to provide
services to citizens; consequently, these assets are not available for future spending. Although the City of
Mebane’s net investment in capital assets is reported net of the outstanding related debt, the resources
needed to repay that debt must be provided by other sources, since the capital assets cannot be used to
liquidate these liabilities. An additional portion of the City of Mebane’s net position $3,431,076 (3.4%)
represents resources that are subject to external restrictions on how they may be used. The remaining
balance of $13,948,800 is unrestricted.
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Several particular aspects of the City’s financial operations positively influenced the total unrestricted

governmental net position:

Allocation of Net Assets

. - . Net
e Continued diligence in the .
. investment
collection of property taxes by : :
s . in capital
maintaining a tax collection
0 . assets
percentage of 99.46%, which 83%
compares favorably with the
statewide average of 98.78%.
e Other taxes increased $322,305
which included an increase in sales Restricted
estricte
taxes of $254,221. 39
e Water and sewer charges for
services increased by $319,501 due
to an increase in demand for these Unrestricted
services. 14%
e A continued low cost of debt due to
the City’s high bond rating.
City of Mebane Changes in Net Position (Figure 3)
Governmental Activities Business-Type Activities Total
2019 2018 2017 2019 2018 2017 2019 2018 2017
Revenues:
Program revenues:
Charges for Services.......ocoucmeecnennes $ 1,479,984 S 981,135 $ 995,539 $ 6,995,810 $ 6,676,309 $ 6,491,915 $ 8,475,794 $ 7,657,444 S 7,487,454
Operating grants and contributions 742,312 934,764 574,891 - - 742,312 934,764 574,891
Capital grants and contributions..... 2,617,102 3,380,460 639,266 226,820 2,508,340 465,220 2,843,922 5,888,800 1,104,486
General revenues:
Property taxes. 10,895,740 10,279,056 9,751,487 10,895,740 10,279,056 9,751,487
Other taxes 4,885,951 4,563,646 4,299,798 - 4,885,951 4,563,646 4,299,798
Grants and contributions not
restricted to specific programs........ 4,050 3,050 3,050 - - 4,050 3,050 3,050
Other 217,231 293,880 94,809 138,837 221,536 791,135 356,068 515,416 885,944
Total reVENUES.........cvuceeceececeecececeeceeeieane 20,842,370 20,435,991 16,358,840 7,361,467 9,406,185 7,748,270 28,203,837 29,842,176 24,107,110
Expenses:
General government. 2,262,074 2,227,259 2,023,497 - 2,262,074 2,227,259 2,023,497
Public safety... 7,070,899 6,567,770 6,132,593 7,070,899 6,567,770 6,132,593
Public works... 3,803,467 3,885,804 3,907,270 3,803,467 3,885,804 3,907,270
Economic developmen 1,269,525 1,879,946 461,389 1,269,525 1,879,946 461,389
Culture and recreation.... 1,900,889 1,301,845 1,195,553 1,900,889 1,301,845 1,195,553
Interest on long-term dep 281,751 300,632 174,166 - - - 281,751 300,632 174,166
Water and sewer. - - - 6,762,948 6,039,261 6,139,854 6,762,948 6,039,261 6,139,854
Total expenses 16,588,605 16,163,256 _ 13,894,468 6,762,948 6,039,261 6,139,854 23,351,553 22,202,517 20,034,322
Increase in net position before
transfers and special item... 4,253,765 4,272,735 2,464,372 598,519 3,366,924 1,608,416 4,852,284 7,639,659 4,072,788
Transfers (57,302) (2,003) 57,302 2,003 - - - -
Special item. - - - -
Increase in net position.. 4,196,463 4,270,732 2,464,372 655,821 3,368,927 1,608,416 4,852,284 7,639,659 4,072,788
Net position, July 1 49,515,997 47,273,164 44,893,693 46,535,650 43,475,859 41,767,443 96,051,647 90,749,023 86,661,136
Net position, restated. 49,515,997 45,245,265 44,808,792 46,535,650 43,166,723 41,867,443 96,051,647 88,411,988 _ 86,676,235
Net position, JUNE 30..........eeuweummmmemmmmmnenns $53,712,460 $49,515,997 $47,273,164 $47,191,471 $46,535,650 $43,475,859 $100,903,931 $96,051,647 $90,749,023

Note: 2018 and 2017 Net Position have been restated to reflect prior period adjustments.

Governmental activities: Governmental activities prior to transfers increased the City’s net position by
$4,253,765, thereby accounting for 86.48% of the total growth in the net position of the City of Mebane. Key
elements of this change in net position are as follows:

Property taxes increased by $616,684 over the prior year.

Other tax revenues increased by $322,305 over the prior year.
Charges for services increased by $498,849 while operating grants decreased $192,452 and capital
grants and contributions decreased $763,358 over the prior year.
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Business-type activities: Business-type activities prior to transfers increased the City of Mebane’s net
position by $598,519, accounting for 12.3% of the total growth in the government’s net position. Key

elements of this change in net position as compared to the
prior year are as follows:

e Charges for services increased $319,501 due to
an increase in demand for these services.

e (Capital grants and contributions decreased
$2,281,520 due to prior year growth in the City.

Financial Analysis of the City’s Funds

As noted earlier, the City of Mebane uses fund accounting
to ensure and demonstrate compliance with finance-
related legal requirements.

Governmental Funds: The focus of the City of Mebane’s
governmental funds is to provide information on near-
term inflows, outflows, and balances of usable resources.
Such information is useful in assessing the City of
Mebane’s financing requirements.

Capital
grants and
contributions
10%

Operating
grants and
contributions
3%

Revenues by Source - All Activities

The general fund is the chief operating fund of the City of Mebane. At the end of the current fiscal year, fund
balance available in the General Fund was $10,598,856, while total fund balance reached $13,391,694. The

Expenses by Function - All Activities

Economic
- e development
6%
Culture and
General recreation
government 8%
10%

termdept
1%

Interest on long-

City currently has an available fund
balance of 65.5% of general fund
expenditures, while total fund balance
represents 82.81% of the same
amount.

At June 30, 2019, the governmental
funds of the City of Mebane reported a
combined fund balance of $14,374,690,
a 2.40% increase over last year. This
increase in fund balance is due to an
increase in the general fund of
$1,194,284 combined with an overall
decrease in capital project and special
revenue funds of $857,654.

General Fund Budgetary Highlights:
During the fiscal year, the City revised

the budget on several occasions. Generally, budget amendments fall into one of three categories: 1)
amendments made to adjust the estimates that are used to prepare the original budget ordinance once exact

information is available; 2) amendments made to recognize
new funding amounts from external sources, such as
Federal and State grants; and 3) increases in appropriations
that become necessary to maintain services.

Revenues were more than the budgeted amounts primarily
because tax revenue and permit and fees revenues that the
City originally had expected to receive were significantly
more. Expenditures were held in check to comply with its
budgetary requirements.
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Proprietary Funds: The City’s proprietary funds provide the same type of information found in the
government-wide statements but in more detail. Unrestricted net position of the Water and Sewer fund at
the end of the fiscal year amounted to $7,619,918. The total increase in net position was $655,821.

Capital Asset and Debt Administration

Capital assets: The City of Mebane’s investment in capital assets for its governmental and business—type
activities as of June 30, 2019, totals $101,404,732 (net of accumulated depreciation). These assets include
buildings, roads, land, artwork and collections, machinery and equipment, park facilities, and vehicles.

Major capital asset transactions during the year include the following additions and disposals:

e Capital contributions in the general fund in the amount of $1,958,000 and in the water and sewer
fund in the amount of $226,820.

e Construction in progress in the governmental funds consisted of construction related expenses in
the 1%t Street Park of $4,223, the Cates Farm Park of $2,640, and for the Thompson Legacy Sculpture
in the amount of $4,270.

e Construction in progress in the Water and Sewer Fund of $46,636 for Cambridge Park
improvements, $45,500 for the Flood Wall/Levy and $42,618 for the KENAF Study

City of Mebane’s Capital Assets, Net of Depreciation (Figure 4)

Governmental Activities Business-Type Activities Total
2019 2018 2017 2019 2018 2017 2019 2018 2017
Land $ 6,980,512 $ 6,317,928 $ 5814448 $ 520,198 $ 178250 $ 82,789 $ 7,500,710 $ 6,496,178 $ 5,897,237
Artwork and collections.... 46,000 31,900 31,900 - - - 46,000 31,900 31,900
Buildings and systems.. 13,177,061 12,326,652 12,614,069 22,177,370 22,812,776 20,324,867 35,354,431 35,139,428 32,938,936
Water and sewer systems.. . 23,447,533 23,245,026 18,624,792 23,447,533 23,245,026 18,624,792

Improvements other than buildings 10,013,064 3,817,412 3,689,112

- - - 10,013,064 3,817,412 3,689,112
Machinery and equipment.... 1,954,736 1,557,901 1,175,826 920,648 739,403 448,176 2,875,384 2,297,304 1,624,002
Computer equipment. - 265,547 177,875 126,186 - - - 265,547 177,875 126,186
Infrastructure . 18,791,974 15,999,224 12,230,803 - - - 18,791,974 15,999,224 12,230,803
Vehicles and motorized equipment. 2,944,184 3,523,159 3,506,527 20,018 24,444 28,524 2,964,202 3,547,603 3,535,051
Construction in progress............... 11,133 7,116,180 2,271,908 134,754 102,844 5,016,478 145,887 7,219,024 7,288,386

$54,184,211 $50,868,231 $41,460,779 $47,220,521 $47,102,743 $44,525,626 $101,404,732 $97,970,974 $85,986,405

Additional information on the City’s capital assets can be found on page 32 of this report.
Long-term Debt: As of June 30, 2019, the City of Mebane had no bonded debt outstanding.
City of Mebane’s Outstanding Debt (Figure 5)

Governmental Activities Business-Type Activities Total
2019 2018 2017 2019 2018 2017 2019 2018 2017

$ $ $ - s - $ 95000 $ - s -8 95,000
4,042,056 4,459,195 4,869,335 13,687,155 14,716,472 16,011,018

General obligation bonds. $

Direct Placement Debt........ 9,645,099 10,257,277 11,141,683

Other long-term payables. - - 4,193,519 4,520,922 4,848,325 4,193,519 4,520,922 4,848,325
Compensated absences..... 429,293 406,303 374,627 68,555 65,051 56,747 497,848 471,354 431,374
5,357,168 5,235,446 3,304,672 819,539 799,290 503,769 6,176,707 6,034,736 3,808,441
2,835,516 2,035,920 2,413,722 332,379 207,071 280,685 3,167,895 2,242,991 2,694,407

. $18,267,076 $17,934,946 $17,234,704 $ 9,456,048 $10,051,529 $10,653,861 $27,723,124 $27,986,475 $ 27,888,565

The City of Mebane’s total debt decreased by $263,351 (.94%) during the past fiscal year, primarily due to
new debt for capital purchases of $735,468, increases in OPEB of $141,971, and increases in pension
obligations of $924,904, netted with scheduled principal payments of $2,092,188 on bonds, notes, and other
long-term payables.

The City of Mebane has maintained a high bond rating at “AA” with Standard and Poor’s Corporation. There
was no new general obligation debt issued in FY19, and Standard & Poor’s Ratings Services last review
affirmed the rating, with a stable outlook, on the general obligation (GO) bonds issued by the City of Mebane.
They stated that the rating reflects their opinion of the City’s favorable location, growing and diverse
property base, very strong finances and low direct debt. The City believes this speaks very highly of the
stability and sound management practices of the City of Mebane.
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North Carolina general statutes limit the amount of general obligation debt that a unit of government can
issue to 8 percent of the total assessed value of taxable property located within that government’s
boundaries. The legal debt margin for City of Mebane is $160,862,928.

Additional information regarding the City of Mebane’s long-term debt can be found on page 45 of this report.

Economic Factors and Next Year’s Budgets and Rates
The following key economic indicators reflect the growth of the City of Mebane:

e The City’s tax base continued to grow, by 3.7% or $71 million in real and personal property.

e Growth in the tax base of the City is expected to continue as a result of Mebane’s great location on
two major highways and between the Research Triangle and Piedmont Triad region.

e The area’s unemployment rate is keeping pace with national trends. Between Alamance County’s
rate of 4.4% and Orange County’s rate of 3.9%, the City of Mebane’s unemployment rate is at or
below the statewide average of 4.1% at June 30, 2019.

e Continued industrial development and expansion at the N.C. Industrial Center (NCIC), at the new NC
Commerce Park, as well as Orange County’s new economic development efforts and utility
infrastructure improvements, will continue to boost the City’s tax base and employment
opportunities. The Walmart Distribution Center began operations in May 2016, and has exceeded
their target job figure of 450. The Lidl distribution center and Prescient Company both began
operations in their new facilities in FY17. GKN, Nypro and Cambro Manufacturing have undertaken
expansions, and Lotus Bakeries’ new facility is soon to open in Mebane. Airgas USA and Universal
Preserve-a-chem have new facilities under construction, along with some mixed use projects that
will provide additional retail and a two new hotels under construction.

e Retail sales are expected to continue their strong performance from 2019. Tanger Outlets is
expected to sustain much of this growth.

e Renovation of the White’s Furniture building, completed in FY16, added 156 loft-style apartments to
the downtown area, and is near capacity. A nearby brewery opened in FY19 adds a new element to
downtown, and construction of the new city park, completed early in FY19, further enhances
Mebane’s vibrant downtown community.

e Other new housing starts are under construction, with both subdivisions and apartment
communities approved in the past two years.

Budget Highlights for the Fiscal Year Ending June 30, 2020

Governmental Activities: Revenues of the City are expected to increase by 8.4% for 2020, primarily due to an
increase in property taxes, along with increased fees and sales taxes. With an allowance for normal growth
around 4.6%, the City retained an ad valorem tax rate of $0.47 per $100 valuation. Retail sales are also
expected to continue their strong growth from 2019. The fee schedule for the FY20 budget adjusted some
permits and fees in keeping with neighboring communities, with the changes intended to cover the cost of
providing the related services.

Budgeted operating expenditures in the General Fund are expected to increase by a net of about $1,585,000,
with the construction of the MACC to Holt Street Greenway accounting for a large portion of the increase.
The budget includes a new sanitation truck, two police vehicles and a dump truck, along with $30,000 for a
space needs study. The General Fund budget continues to reflect the allocation of administrative costs to the
Utility Fund, for a total of $600,000. To keep up with the City’s growth, the budget includes the addition of
two Public Works positions, a Fire Administrative Support Specialist, and a Code Enforcement Officer. Most
other departments are continuing existing services with no significant change beyond a 2% cost of living
adjustment for all employees and funding for merit-based pay. The City was able to retain existing medical
insurance with a 6% rate increase for FY20. The City continues to maintain its commitment to improvements
in roads, sidewalks and park facilities, reflected in continuing allocations for ongoing maintenance of facilities
and infrastructure improvements. Based on construction schedules and anticipated milestones, economic
incentives were increased to include an allocation to Lotus Bakeries in FY20.
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Business-type Activities: Revenue for water and sewer service is projected to increase by about 2.7%. The
increase is based on growth. The Utility budget is balanced with appropriated fund balance of about $1.5
million. Operating expenditures are much the same as prior year, with the provision for employee raises and
the addition two maintenance positions. The City continues its commitment to funding for capital
maintenance of water and sewer lines, and for the provision of service to new areas with planned oversizing
of new development infrastructure. Capital expenditures planned for FY20 include the purchase of an
excavator and replacement pickup truck, the second year of an inflow and infiltration study ($250,000) and
the second year of a meter replacement project (5527,920.) The budget includes plans for the issuance of
$6.3 million in debt to fund an upgrade to the Water Resource Recovery Facility, currently being designed.
First year debt on the project is included at about $366,000.

Request for Information

This report is designed to provide an overview of the City’s finances for those with an interest in this area.
Questions concerning any of the information found in this report or request for additional information should
be directed to:

Jeanne D. Tate

Finance Director

106 E. Washington Street Mebane, NC 27302
(919) 563-5901

jtate@cityofmebane.com
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The Basic Financial Statements provide a dual perspective
summary overview of the financial position and operating
results of the government as a whole (government-wide
financial statements) and of all funds (fund financial
statements). They also serve as a condensed introduction to
the more detailed statements and schedules that follow.







City of Mebane, North Carolina
Statement of Net Position

June 30, 2019 Exhibit 1
Governmental Business-type
Activities Activities Total

Assets

Cash and cash equIValeNts...........ccveeveeeeeieeecreeee e S 12,775,781 $ 8,102,532 S 20,878,313

Taxes receivables, (Net)....cuiccieei i, 79,361 - 79,361

Accrued interest receivable on taxes.......cccccceeevvveeieiiiiiiiiieeee e, 20,234 - 20,234

Accounts receivable (Net).......ccceeevcieeieiie e, 91,638 803,530 895,168

Due from other governments........ccccveeeiveeeciieeecciee e 2,301,216 - 2,301,216

Prepaid iteMIS....ui et 46,552 - 46,552

Y A g ot (=To [ oF= 1) s PO 867,753 1,132,304 2,000,057
Notes receivable - Mebane Mill Lofts, LLC........ccccevuvereeerierinveennnnn. 534,341 - 534,341
Capital assets (Note 2):

Land, non-depreciable improvements, and

CONSErUCTION IN PrOZIreSS coviiiieiieeiiiiiiei e 7,037,646 654,952 7,692,598

Other capital assets, net of depreciation........ccccceecveeeeecveeeineene 47,146,565 46,565,569 93,712,134

Total capital @SSELS....ccvieiiiiee et 54,184,211 47,220,521 101,404,732
I3 7 = 1YY <] S 70,901,087 57,258,887 128,159,974
Deferred outflows of resources........ccccceereerrereeeeeeeeeeeennnennnennnnee 3,638,262 525,612 4,163,874
Liabilities

Accounts payable and accrued expenses.........ccccccueeeeeieeeeeiieeenns 989,482 241,867 1,231,349

Accrued interest payable..........ccccoeeiiiiiiiciieee e, 60,609 43,700 104,309

Due to other governmMeNnts.........ccccvvieeiiieecieee e 21,765 191,461 213,226

Payable from restricted assets..........coeeeereeeeciieeeciiie e 584,374 545,696 1,130,070
Noncurrent liabilities due in more than one year:

Current portion of long-term liabilities..........ccccceevviieiiieeeciinnens 1,565,555 803,358 2,368,913

Net pension liability - LGERS.........cccooiiieiireeiiee e, 2,214,330 332,379 2,546,709

Net pension liability - LEOSSA.........cooiiieiiee et 621,186 - 621,186

Due in more than ONe Year.......cccveecieeeiiiie e 13,866,005 8,320,311 22,186,316

Total noncurrent liabilities.........oovveviieieiiiiiiii 18,267,076 9,456,048 27,723,124
Total llabilities...c..eeeeerreenieiirieennieiereeennnreeereeennnieeereeennssecesesennnns 19,923,306 10,478,772 30,402,078
Deferred inflows of resources.........cccccceerierriininineeeeeeeeeeeennennneen. 903,583 114,256 1,017,839
Net Position
Net investment in capital @ssets........cccvveeiiiieeeciee e 44,539,110 38,984,945 83,524,055
Restricted for:

Stabilization by State Statute........cccecveeeeieeeeciee e 2,746,286 - 2,746,286

Other fUNCLIONS...uvveeiee ittt e, 98,182 586,608 684,790
(0] T =Ty d g ot =Y S 6,328,882 7,619,918 13,948,800
Total Net POSILION....ccccceeeerereicrereereereeeeereeee e e eeeeeesaeeeesaesesseeas S 53,712,460 S 47,191,471 $ 100,903,931

The notes to the financial statements are an integral part of this statement.
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For the Year Ended June 30, 2019

Exhibit 2

Program Revenue

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

Operating Capital Grants
Charges for Grants & and Governmental Business-type
Functions/Programs Expenses Services Contributions Contributions Activities Activities Total
Primary government
Governmental activities
General government.........cccceeeeeveennnene. S 2,262,074 S 1,100 S - S - S (2,260,974) S - S (2,260,974)
Public safety......ccccceveeiieeeceeniiesieeieen 7,070,899 21,350 163,340 - (6,886,209) - (6,886,209)
Public WOrkS.....cocovvevieeniiinieeiee e 3,803,467 501,353 364,493 1,961,300 (976,321) - (976,321)
ReCreation......cccuveveeecieescieesie e 1,900,889 92,443 5,450 - (1,802,996) - (1,802,996)
Economic & physical development........ 1,269,525 863,738 209,029 655,802 459,044 - 459,044
Interest on long-term debt................... 281,751 - - - (281,751) - (281,751)
Total governmental activities................ 16,588,605 1,479,984 742,312 2,617,102 (11,749,207) - (11,749,207)
Business-type activities:

Water and SEWer......ccccuvevveecreesieesneenns 6,762,948 6,995,810 - 226,820 - 459,682 459,682
Total business-type activities................. 6,762,948 6,995,810 - 226,820 - 459,682 459,682
Total primary government...................... S 23,351,553 $§ 8,475,794 S 742,312 S 2,843,922 (11,749,207) 459,682 (11,289,525)

General revenues:
Taxes:
Property taxes, levied for general purposes..........cccceeeevveernnennn. 10,895,740 - 10,895,740
SalES TAXES.cei ittt ettt e e e e e e e eanraeeaaeean 3,558,622 - 3,558,622
FranChise taX....oocveiceeeeiciie e rae e e 1,169,399 - 1,169,399
Privilege license tax 1,030 - 1,030
(o = I GO PRSPPI 156,900 - 156,900
Grants & contributions not restricted to specific programs.......... 4,050 - 4,050
Unrestricted investment €arnings........ccceeecveeevieeeeinveeescveeesveennn 180,725 63,336 244,061
MISCEIIANEOUS. ...ttt sttt rene s 36,506 75,501 112,007
Total general revenues excluding transfers.........cceveveeerereeersinnenns 16,002,972 138,837 16,141,809
TEANSTEIS. ..t st (57,302) 57,302 -
Total general revenues and transfers..........ocevcvevcsniecnisessnnnncnns 15,945,670 196,139 16,141,809
Change in Net POSILION.......ccvereereererreerisreeseeeesessessessessessessesaessesens 4,196,463 655,821 4,852,284
Net POSItion - DEGINNING ....cvevveeeeeeeeeeeeeeeeeeeee e 49,515,997 46,535,650 96,051,647

Net position - ending........ccceeeeeiiiiiiiiiiiiiiiiiiiniinnieeenessse.

The notes to the financial statements are an integral part of this statement.

S 53,712,460 S 47,191,471

S 100,903,931




City of Mebane, North Carolina
Balance Sheet
Governmental Funds

June 30, 2019 Exhibit 3
Capital Project Total
Fund - City Total Non - Governmental
General Fund Park Project Major Funds Funds
Assets

Cash and cash equivalents.........cccccceeevieeeeciinens
Restricted cash.....ccccoecciiiiiiiice e,
Taxes receivable, Net........ueeeeeeeeeeeeeeiiiieieieieieeeeeiens
Receivable from other governments....................
Other receivables..........ccoceeeciieiecee e
Prepaid itemsS......ccccuviiiee e
Advance to other funds.......ccccooecviiiieiiicciiieenen.

TOtal @SSEtS..cuuuneiiiiieeenniirreeneneiereeennnneereeennnsenens

Liabilties, Deferred Inflows of
Resources and Fund Balances
Liabilities

Accounts payable.......ccocooeeeiiieiccee e
Due to other funds........cooeviiiiiiieiniiieiiec e,
Due to other governments.......cccceeevveerveeneenneene
Payable from restricted assets..........cccceeeevveeenneen.

Total liabilities...ccccieeuiireeiereeniereeierenierenneerennenes

Deferred inflows of resources.........cccevveeeneeernenes

Fund balances:
Nonspendable

Prepaid assets....cccieeiiieeeeciee e

Restricted

Stabilization by State Statute........ccccceceveeevnnnn.
Economic development.........cccccveeeeeeiciiiieeeeen.

Assigned

Subsequent year's expenditures............ccuuueeee...
UNASSIZNEd.....ciiiiieiiiiiiee e e

Total fund balances.......cccceeeerrrreeneiiiereeeenceeenennnn.

Total liabilities, deferred inflows of

resources and fund balances........cccceeeeeerrreennnnnns

The notes to the financial statements are an integral part of this statement.

$ 11,573,316 $ - $ 1,202,465 S 12,775,781
769,571 - 98,182 867,753
100,615 - - 100,615

2,279,962 - - 2,279,962
91,638 - - 91,638
46,552 - - 46,552
87,311 - - 87,311

$ 14,948,965 $ - $ 1,300,647 $ 16,249,612
759,141 149,999 80,341 989,481

- 87,311 - 87,311
21,765 - - 21,765
584,374 - - 584,374

1,365,280 237,310 80,341 1,682,931
191,991 - - 191,991
46,552 - - 46,552

2,746,286 - - 2,746,286

- - 98,182 98,182

1,500,000 (237,310) 1,122,124 2,384,814

9,098,856 - - 9,098,856

13,391,694 (237,310) 1,220,306 14,374,690

$ 14,948,965 $ - $ 1,300,647 $ 16,249,612
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City of Mebane, North Carolina
Balance Sheet (continued)

Governmental Funds
June 30, 2019 Exhibit 3

Amounts reported for governmental activities in the Statement of Net

Position (Exhibit 1) are different because:

Total fund balance, governmental funds.........cccoovciiiiriiiiiiiie e S 14,374,690
Capital assets used in governmental activities are not financial resources

and therefore are not reported in the funds.

Gross capital assets at historical COSt.......cuiiiriiiiriiie e e 68,075,359

Accumulated depreCiation. ... cceee e (13,891,150) 54,184,209
Deferred outflows of resources related to pensions are not

repPOorted iN the fUNAS....oo i s 3,560,830
Deferred outflows of resources related to OPEB are not

repOorted iN the fUNAS.....o i e 77,432

Other long-term assets are not available to pay for current-period
expenditures and therefore are inflows of resources in the funds.

Accrued interest receivable 0N taXes.......ccccciiiiciee i 20,233

NOLES FECEIVADIE. ... e e e tre e et e e e e e e e e nee e e sanes 534,341 554,574
Earned revenues considered deferred inflows of resources

N FUNA SEATEMENTS...ei e st e s s sate e e saaeeeas 100,616
Deferred inflows of resources related to pensions are not
reported in the fFUNAS..........ei e e (49,764)
Deferred inflows of resources related to OPEB are not
reported in the fFUNAS..........eoiii e e (762,442)

Long-term liabilities used in governmental activities are not financial uses
and therefore are not reported in the funds.

NOLES PAYADIE. ... e e e e (9,645,099)

ComMPENSated ADSENCES........uiiiuieiiie ittt st (429,293)

Net pension [iability - LGERS........cccoiiririereeneetereeeeeree e e (2,214,330)

Total pension liability - LEOSSA.........uii ittt et este et e s site e e sbaeessbeeeeans (621,186)

(0] 24 212 B =T o 1T AU (5,357,168)  (18,267,076)
Other long-term liabilities (accrued interest) are not due and payable

in the current period and therefore are not reported in the funds............ccccceunnneeee. (60,609)
Net Position of Governmental ACtiVIties.....cccciereerirrrneieienirreneierensesreneierensesssnsssrenssens S 53,712,460

The notes to the financial statements are an integral part of this statement.
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City of Mebane, North Carolina

Statement of Revenues, Expenditures and Changes in Fund Balances

Governmental Funds
For the Year Ended June 30, 2019

General Fund

Exhibit 4
Capital Project Total
Fund - City Total Non- Governmental
Park Project  Major Funds Funds

Revenues
ProPerty taXES. ..uiiueeereereereeereeeeeteesreeeesreesreeeaeesreeeeens S 10,413,402 S - S - S 10,413,402
Other taxes and liCeNSES.......uuuueeeeeirieiiieieiiieeeeeeeeeeeeeeens 1,030 - - 1,030
Unrestricted intergovernmental.........cccccceeeeeeeninee..n. 5,095,144 - - 5,095,144
Restricted intergovernmental.........cccceeecveeeccveecciieenn, 983,382 355,802 250,000 1,589,184
Permits and fees......ccccviiiiiiiiie e 915,604 - - 915,604
Sales aNd SEIVICES.....ouvvviiiieiiiiieieeeeeeeeeeeeeeeeeee e 494,687 - - 494,687
Investment earnings..........ooeeeeeeeeeeeeieiciccccccc e 120,310 56,775 3,640 180,725
MiISCEIIANEOUS. ...ceviviiiiieieieieeeeeeeeeeeeee e 106,700 50,000 10,914 167,614
Total revenues..........cceeeeeeeeeerissiiiisicsisinninineeeeseesennnnnn 18,130,259 462,577 264,554 18,857,390
Expenditures
Current:
General government........cccoveeeeeecciieee e 2,179,611 - - 2,179,611
Public safety.....cccoevivcieeiiieeeee e, 6,544,785 - - 6,544,785
PUBIIC WOTKS..cvvviiiiiiiiiieieieie, 3,113,625 - - 3,113,625
RECIEAtION...ccvviiieie et 1,445,320 - - 1,445,320
Economic and physical development......................... 1,255,070 - - 1,255,070
Debt Service:
PrinCipal..cccc s 1,347,620 - - 1,347,620
Interest and other charges........cccccoeeevivvecccee e, 285,412 - - 285,412
Capital OULIaY....c.eee e - 3,005,703 647,014 3,652,717
Total EXpenditures.......ccccceeereemeeecierreeneencceeneennnncceenennns 16,171,443 3,005,703 647,014 19,824,160
Excess (deficiency) of revenues over expenditures..... 1,958,816 (2,543,126) (382,460) (966,770)
Other Financing Sources (Uses)
Transfers iNu... e - 567,932 1,500,000 2,067,932
Transfers out (1,500,000) - - (1,500,000)
Installment purchase obligations
(R UT=Tc USRI 735,468 - - 735,468
Total other financing sources and uses........ccccccccuuu... (764,532) 567,932 1,500,000 1,303,400
Net change in fund balances...........ccccceeecieeeccirecnnneen. 1,194,284 (1,975,194) 1,117,540 336,630
Fund balances - beginning ........cccccovveeiieiiiiiinieeicees 12,197,410 1,737,884 102,766 14,038,060
Fund balances - ending.......ccccccerreevrreeeeiecrreeeeeecsneenens S 13,391,694 S (237,310) S 1,220,306 S 14,374,690

The notes to the financial statements are an integral part of this statement.
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City of Mebane, North Carolina

Statement of Revenues, Expenditures and Changes in Fund Balances (continued)

Governmental Funds
For the Year Ended June 30, 2019

Exhibit 4

Amounts reported for Governmental Activities in the Statement of
Activities are different because:
Net change in fund balances - total governmental funds
Governmental funds report capital outlays as expenditures; however,
in the Statement of Activities the cost of those assets is allocated over
their estimated useful lives and reported as depreciation expense.
This is the amount by which capital outlays exceeded depreciation
in the current period.
Capital outlay expenditures which were capitalized...........cccccvvevcveeeiiennnnns
Depreciation expense for governmental assets.........ccccvevvveeeeiveeeecveeesneenn.
Cost of capital asset disposed of during the year, not recognized

on Modified aCCrual DasiS........ccvvveiiiiiiiiiiiiee e e

Contributions to the pension plan in the current fiscal
year are not included on the Statement of Activities.........ccccceeeeeicciiieeeennnnn,
Benefit payments paid and administrative costs for
LEOSSA are deferred outflows of resources on the
Statement of ACHIVITIES. ... .oiviiiii e
OPEB benefit payments and administrative costs made
in the current fiscal year are not included on the
Statement Of ACHIVITIES....coovvieiiiieee e
Revenues in the statement of activities that do not provide current
financial resources are not reported as revenues in the funds
Amount of contributed capital.........ccccceeevciiiicciie e
Mebane Mills Lofts notes receivable principal receipts......ccccccoeecviieeeeencnnns
Change in unavailable revenue for tax revenues.........cccocveeeeeeccciieeeeeeecnnees

The issuance of long-term debt provides current financial resources to
governmental funds, while the repayment of the principal of long-term
debt consumes the current financial resources of governmental funds.
Neither transaction has any effect on net position. This amount is the
net effect of these differences in the treatment of long-term debt and
related items.
New long-term debt iSSUE........coociiiiiiiiiiieeeeee e
Principal payments on long-term debt........ccoceveiiiiniiiniiiniieceee
Decrease in accrued interest payable........ccccooivriiniiinieinieieee e
Some expenses reported in the Statement of Activities do not require
the use of current financial resources and, therefore, are not reported
as expenditures in governmental funds.
Compensated abSENCES..........uueeiii e e
PENSION EXPENSE...ciiiiiiiiiiiiiiiiieieieiee e e e e e e e e e s e e s e s s eaaneees
OPEB Plan @XPENSE.....ciicceeeeeiiiieeeieieeeteeeestee e e steeessaeeestaeessasaeesnnseeesnsseeennns
Total changes in net position of governmental activities .......cccccceeeeerennnnn.

The notes to the financial statements are an integral part of this statement.
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S 336,630

3,140,271
(1,774,945) 1,365,326

(7,350)

(75,204)

7,292

70,944

1,958,000
(10,914)
20,415 1,967,501

(735,468)
1,347,620
3,661 615,813

(22,990)
342,212
(403,711) (84,489)

S 4,196,463



City of Mebane, North Carolina
Statement of Revenues, Expenditures and Changes in Fund Balances - Annual Budget to Actual

General Fund
For the Year Ended June 30, 2019 Exhibit 5

Variance with
Final Budget -

Actual Positive
Original Final Amounts (Negative)

Revenues
Property taxes................. .. $10,155,648 S 10,155,648 S 10,413,402 S 257,754
Other taxes and licenses.............. 900 900 1,030 130
Unrestricted intergovernmental..........cccoecveeieeeieennnns 5,005,600 5,005,600 5,095,144 89,544
Restricted intergovernmental...... 882,300 882,300 983,382 101,082

Permits and feeS.....ccccuuueeeieeiii e 488,000 808,000 915,604 107,604
SalES AN SEIVICES....cciieeecrtrrereeee et e e e e seeaarranees 440,450 440,450 494,687 54,237
INvestmMeNnt @arnings........coeoviieiiiiiiee e 12,000 12,000 120,310 108,310
MiISCEIIANEOUS. ....ecvveeieieeeie ettt e 117,025 117,025 106,700 (10,325)
TOtal FEVENUES.....ceeueiiiireiiirreeinreeeeieeeenneeeeenneeesesnnssssesnnenns 17,101,923 17,421,923 18,130,259 708,336
Expenditures
Current:
General BOVEIMMENT......cecveeeee e eeeeree e e seee e sae e 2,608,513 2,672,157 2,179,612 492,545
Public safety..... 6,825,396 6,927,475 6,544,785 382,690
Public works..... 3,448,707 3,799,717 3,113,625 686,092
RECreatioNn.....c.eeevveeecieeeeie e 1,629,325 1,801,867 1,445,320 356,547
Economic and physical development........cccccccvvevveenveeenenn, 1,793,144 1,910,750 1,255,070 655,680
Debt Service:
[ AT e Yo T o - | SR 1,436,166 1,436,166 1,347,620 88,546
Interest and other charges.. 304,219 304,219 285,412 18,807
Total expenditures.......cccceeeiiiiiiiiinnnnnnneeeiniiieeeinsesnnsssnseenes 18,045,470 18,852,351 16,171,444 2,680,907
Excess (deficiency) of revenues over expenditures............... (943,547) (1,430,428) 1,958,815 3,389,243
Other Financing Sources (Uses)
TraNSTEIS INueiieeciiecee e e - - - -
TIANSTEIS OUL..veveveeereeeeseeeeseeeeseeeeeeeeeeeeeeeeeeeeeeeeseeseseseeeeenne (1,561,530)  (2,005,274)  (1,500,000) 505,274
Long-term debt obligations issued...........ccceeeviiiiiiiiiiienennn, 677,077 677,077 735,468 58,391
Fund balance appropriated........ccccceeeuieecieeieneieee e 1,828,000 2,758,625 - (2,758,625)
Total other financing sources and uses 943,547 1,430,428 (764,532) (2,194,960)
Net change in fund balances S - S - 1,194,283 $ 1,194,283
Fund balances - beginning 12,197,410
Fund balances - ending $ 13,391,693

The notes to the financial statements are an integral part of this statement.
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City of Mebane, North Carolina
Statement of Fund Net Position

Proprietary Funds

June 30, 2019 Exhibit 6
Water and
Sewer Fund

Assets

Current assets:

Cash and cash eqUIVAIENTS.........cocuiii e e e e e aae e
Accounts receivable (nNet) - DIlled. ...
Accounts receivable (net) - UNDIlled.........c.uiieiir i s
Other reCEIVADIES. ......oo ettt e e s ate e e sbee e e eas
Due from Other BOVEIMMENTS.......ciiiiiieciee et e e e e srre e e rate e e e nre e e eanees

T oY Lo I =T o o USSP
YT o T £=]o [N o= 1] o TR

o= | IeU =T 0 - 1YY (P

Non-current assets:
Capital assets:

Land and other non-depreciable assets........cccviviiieeeeiiiee e
Other capital assets, net of depreciation.......ccccceeeccieeeeciieeecee e

o) 1ot [ 11 = | I 1= 4T USSP
TOtal NON-CUIMENT @SSES...eiitiiiiiiiieiiit ettt ettt ettt ettt e sat e s bt e e beesabe e saeeenneas
Lo 7 LI T T PPN

Deferred oULflOWS Of F@SOUICES......cciuuirireiieieniirtrerieieniereneeeeeenerennseeresserenssessensesennseesnnne

Liabilities
Current liabilities:

Accounts payable and accrued liabilities.........ooccueriiciiee e
Accrued iNterest PAYable... ... i e et a e
DUE t0 Other BOVEIMMENTS...cccuiiiiiiieiiie ettt ettt ettt e st e sba e sbeesanees
Payable from restricted asSetS.. ... e

CompPeNnsated @DSENCES. .....cuvii et e e e nre e e enees
LONG-term debt - CUMTENT....cci et e e e e e aa e e e raeeens

o] = eV g=1 0 o [ o1 L =T

Noncurrent liabilities:

CompPeNnsated @DSENCES. ...cccuiiiiiie et e e e e e nre e e enees
Net PeNSION [aDility.....cccuiiiiie e e e e e e e e e e e araee s

Total OPEB liability......cccciieeiiiie ettt e e e e et e e e easa e e enaaeeeas
Long-term debt - NONCUITENT.....ccc.uiii et e e saae e e seaeeeas

Total NONCUITENt [1aDilItIES...ccoviiiiiiiii s
L] &= B LF=T o 11 ) =3RS

Deferred iNflOWS Of r@SOUICES.........ciiiieeeieiitieeereeeireeeeeerreeensseeeeeesnsseeeesesnnssesesssnnnnnnnns

Net Position

Net investment in Capital @SSETS....cciuiiiiiiii i

Restricted for future system development........ccocciiieeie et
O LT =TS g ot =T I ST P

Total Net POSILION......ccciiiiiiiiiiiiiiirnrrccerreeeee s s s s s ss s s s s e s s s s s s s s eeeessssnnnnnnssssssssssnnnns

The notes to the financial statements are an integral part of this statement.
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$ 8,102,532
558,934
243,547

1,049

1,132,304
10,038,366

654,952
46,565,569
47,220,521
47,220,521
57,258,887

525,612

241,867

43,700
191,461
545,696

51,816
751,542

1,826,082

16,738
332,379
819,539

7,484,034

8,652,690

10,478,772

114,256

38,984,945

586,608
7,619,918

$ 47,191,471



City of Mebane, North Carolina

Statement of Revenues, Expenses and Changes in Fund Net Position

Proprietary Funds
For the Year Ended June 30, 2019 Exhibit 7
Water and

Operating Revenues

(0 T = LT o Y =T oV ol T3PS
W ater @N0 SEWET TAPS..uueiiiieieiiiiiee e e e ettt e e e eecct bt e e e e e eeettbteeeeeeseastaeeeeesesnsteseeaesanassreeeaaasan
(070] Y Y=o a o] o I8 =TT SRS
Y T EYol= 1= T o= T S

Total Operating reVeNUES.........cuueeeiiiiiiiiiiiiiiiiiiiiiiinnrrrrssssssssssssssssssssssssssssssssssssnnnnseenes

Operating Expenses

Administration, meters and billiNg.........cccuviiiirii e
O 1] L YA 0 0 1T =T = L D S
[ o Fq T Y=Y 1oV -SSP
Water resource recoVery facility......coccvuiee e
(oY o Rro I=Y oF- [ a1l o] -1 S PTR
(D1 o1 Yol F- | 4 o) o TP PP P P PP

Total OPErating EXPENSES.....ccvveeiiiiirrnnriieissnrtiiesssnsessssssssesssssssssesssssssssssssssnsassssssnsasssssns

Operating iNCoME (10SS)...cciiiiiiiiiiiiieieeeeeriiriiieieseieesiieeeeesseeeeseesssssnnsssssssssssssssssssssssnes

Nonoperating revenues (expenses)

INterest and iINVESTMENT FEVENUE.........ccoieiirrereeeeeeiireeeeeeeeettreeeeeeeeiabrreeeeeeensareeeseseennnnens

[N R =) ] o 1= o 1Y TP PPPPPPPPPPPPPPPRE
AMOrtization Of DONAS.......coociiiiiiiee e e e e e e snee e e eaeeens

Total nonoperating revenues (EXPENSES).......ccceeereerreeereeesreneeseessnesssesssseessssssssesssssnnens

Income (loss) before contributions and transfers..........ccceveeeiiiiiciie e,

(07T o 1 = | I oTo T 014 1 oYU £ Fo o -SSR
LT (=] £ [ TR
BE LI (=] £ 0 1V SRS

Change iN NEt POSITION.....cciii i e et e e e e e st e e e e e e s eaaareeaaeean
Total net Position - DEGINNING.......c..uviiiiie e e

Total net Position - @NAING........ceeeeeeriiiiiiiiiiiiiiiiiiirerererreeeesssssssesssssssssssssssssssnnnns

The notes to the financial statements are an integral part of this statement.
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Sewer Fund

$ 5,752,238
35,470
879,026
329,088

6,995,822

780,897
2,084,878
238,581
2,039,446
11,498

1,488,275
6,643,575

352,247

63,336
75,489

(112,533)
(6,840)

19,452

371,699

226,820
625,234

(567,932)

655,821

46,535,650
$ 47,191,471



City of Mebane, North Carolina
Statement of Cash Flows

Proprietary Funds
For the Year Ended June 30, 2019 Exhibit 8

Water and
Sewer Fund
Cash Flows from Operating Activities

Cash receiVEd frOM CUSTOMBIS. .....ciiiiiieee e eeeee e s s e a e bbb e ba b e aaae e seeeeeeeeeeeeeeesesssesessbesssnnnns S 6,625,041
Cash paid fOr G00US ANd SEIVICES. ... ...uiiiiuiieeeciee ettt eete e et e ettt e e et e e eette e e etaeeeeateeeeessesaeeenneas (2,963,729)
Cash paid to or on behalf of employees for SErVICES.......cuuiiiiiieieiiie e s (2,172,766)
CUSLOMEr dEPOSITS FECEIVEM. ... .uiiiiee ittt e et e e e e et e e e e e e st be e e e e e eesanbaeeeaeeeessessreaeaaeeanan 157,372
(OIES o] 0o [T oo [T oo 1€ =] U1 =T RS (114,925)
Other OPEIatiNgG MEVENUES. ....ccvtiiieeiteeeteeete ettt ettt st te st e st e e be e e sbee st e e sabeesbeesabeesateesbteenseseessnesaseens 329,088
Total cash provided (used) by operating activities.........ccccvvvcmererriiiiiiiiicssnreneeeeeeeeinnccccssennneeeeeseens 1,860,081

Cash Flows from Noncapital Financing Activities

Other NON-0PEIAtiNG FEVENUES.....cccitiieee ettt e e ettt e e e eee e e e e e e e baae e e e e eesataeeeeeeeessraeaeaaeseeenanses 193,241
Transfers t0 Other fUNGS........ooieiieeee ettt ettt e et e e e eate e e e e eeateeeenaeas (567,932)
Total cash provided (used) by non-capital financing activities..........ccccceeeiriiiiiiiiiniiiieneeeeeeennnnnnnen. (374,691)

Cash Flows from Capital and Related Financing Activities

Acquisition and construction of capital @SSELS......cuiiiiiviiiiiiie e (1,176,694)
Principal paid on bonds and notes payable............ccuiiiiiii e (744,542)
Interest paid on bonds and NOLES PAYADIE.......cccuiiiiiiie e e (123,161)
Total cash provided (used) by capital and related financing activities..........ccccceeeviririiiiniiceeennnnnnee. (2,044,397)

Cash Flows from Investing Activities

[NV 7Ty g (=T s LA T s Tole] 1 o [T PSR UPRPRR 63,336
Total cash provided (used) by investing actiVities.......ccccceeeerrieiiiiiiiiiiiiiiiiiiiiiieeeeeeeeeeeeeeeeese 63,336
Net increase (decrease) in cash and eqUIVAIENTS...........ooeciiiiiiiiie ettt et et (495,671)
BalanCe, DEGINNING....... .ttt e e e e et e e e e e e e et e e e e e e eeeartaseeaeeaeeeennateeeaaeaan 9,730,507
Balance, ENAING......cuuueeeeiiiiiiiiiiiiiiiiiiiiiiiiineeeeeesessesessessssssssssssssssssssssssssssssssssssssnsnssssssssssssssssssssssss S 9,234,836

The notes to the financial statements are an integral part of this statement.
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City of Mebane, North Carolina

Statement of Cash Flows

Proprietary Funds

For the Year Ended June 30, 2019 Exhibit 8

Water and
Sewer Fund
Reconciliation of operating income to net cash provided by operating activities:

(0] o1 =T uTaY =T a oo T o TN { 1o T3] RS S 352,247
Adjustments to reconcile operating income to net cash provided by operating activities:
[DT=T o = ToI -1 (o] o DO PP PP T PP PP P PP PPPPPPPPPPP 1,488,275
Changes in assets and liabilities:
(Increase) decrease in accoUNts reCeIVabIe.........cuiiiceieei e (47,668)
Increase (decrease) in allowance for doubtful accounts 5,975
(Increase) decrease in PrePaid iLEMS. ....c.uii e e eree e et e e e e e e rre e e sare e e enreeeeeanns 1,310
(Increase) decrease in deferred outflows of resources for pensions.........cccccocveeeeciieeccieeecnnee.. (175,642)
Increase (decrease) accounts PAYabIE.......cccuiieiiiriiciie e 2,404
Increase (decrease) salaries Payable..........ooueiiiciiiiieiee et et et 7,737
Increase (decrease) acCrued VACatioN.........cccueeiiiiieieiieeeceee et e et e s eee e e st e e esnee e e snaeeessaeseeenes 3,504
Increase (decrease) in net Pension ability.........ccoceiciiiieirii e e 125,308
Increase (decrease) in deferred inflows of resources for Pensions........cccceccvveeecieeeecieeeecvee e, (4,885)
Increase (decrease) in OPEB liability........cccueiiiiiiiieiiei et 20,249
Increase (decrease) in deferred inflows of resources for OPEB...........ccceeeciiieviieeccie e 38,820
Increase (decrease) in CUSTOMEr AEPOSITS......iiiiiirieiiiiiie ettt e 42,447
o) &= 1 I 1o J 10T 5 1= o £ PSP PURN 1,507,834
Net cash provided by operating activities........cccuueeeeueeeiiiiiiiiiiiiiiiiiiiiiiieeeeeessesessssssnnssnnn S 1,860,081
Noncash investing, capital, and financing activities:
Noncash capital contributions of fiXed @SSEtS.......ccoiiiiiiiriiiiiiie e S 226,820
Unrealized gain/l0Ss 0N INVESTMENTS.......cuiiiriiiieeeiree et eetee et e et etre et e eeveeeaeesteeesteeeabeesaneenses e ssneenes S -

The notes to the financial statements are an integral part of this statement.
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City of Mebane, North Carolina
Notes to the Financial Statements
June 30, 2019

1.

Summary of Significant Accounting Policies
The accounting policies of the City of Mebane conform to generally accepted accounting principles as
applicable to governments. The following is a summary of the more significant accounting policies:

A. Reporting Entity

The City of Mebane is a municipal corporation which is governed by an elected mayor and a five-member
council. The City is located in the eastern part of Alamance County and the western part of Orange
County. Generally accepted accounting principles require that these financial statements present the
primary government (i.e. the City) and any component units, legally separate organization for which the
elected officials of the City are financially accountable. The City of Mebane has no component units as
defined above.

B. Basis of Presentation

Government-wide Statements: The statement of net position and the statement of activities display
information about the primary government. These statements include the financial activities of the
overall government. These statements distinguish between the governmental and business-type
activities of the City. Governmental activities generally are financed through taxes, intergovernmental
revenues, and other non-exchange transactions. Business-type activities are financed in whole or in part
by fees charged to external parties.

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

Fund Financial Statements: The fund financial statements provide information about the City’s funds.
Separate statements for each fund category — governmental and proprietary — are presented. The
emphasis of fund financial statements is on major governmental and enterprise funds, each displayed in
a separate column. All remaining governmental and enterprise funds are aggregated and reported as
nonmajor funds.

Proprietary fund operating revenues, such as charges for services, result from exchange transactions
associated with the principal activity of the fund. Exchange transactions are those in which each party
receives and gives up essentially equal values. Nonoperating revenues, such as subsidies, result from
non-exchange transactions. Other non-operating revenues are ancillary activities such as investments
earnings.

The City reports the following major governmental funds:

General Fund. The General Fund is the general operating fund of the City. The General Fund accounts for
all financial resources except those that are required to be accounted for in another fund. The primary
revenue sources are ad valorem taxes, federal and State grants, and various other taxes and licenses.
The primary expenditures are for public safety, street maintenance and construction, and general
government.

City Park Project Capital Project Fund: This fund is used to account for the purchase of land and
construction costs for a new athletics and recreation city park.
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The City reports the following non-major governmental funds:

CDBG- Mebane Mills Loft — Special Revenue Fund: This fund is used to account for all block grant funds
expended for the renovation of the old Dixie Yarns Building into subsidized housing.

White Furniture Storm Drain Relocation Capital Project Fund: This fund is used to account expenditures
necessary to relocate the storm drain leading to the apartment complex being constructed in the former
White Furniture manufacturing factory location.

Impact Alamance Grant — Special Revenue Fund: This fund is used to account for Impact Alamance
Grant funds expended for small equipment and capital outlays for recreation purposes.

The City reports the following major enterprise fund:
Water and Sewer Fund: This fund is used to account for the City’s water and sewer operations.

C. Measurement Focus and Basis of Accounting
In accordance with North Carolina General Statutes, all funds of the City are maintained during the year
using the modified accrual basis of accounting.

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

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

Proprietary funds distinguish operating revenues and expenses from nonoperating items. Operating
revenues and expenses generally result from providing services and producing and delivering goods in
connection with a proprietary fund’s principal ongoing operations. The principal operating revenues of
the City enterprise funds are charges to customers for sales and services. The City also recognizes as
operating revenue the portion of tap fees intended to recover the cost of connecting new customers to
the water and sewer system. Operating expenses for enterprise funds include the cost of sales and
services, administrative expenses, and depreciation on capital assets. All revenues and expenses not
meeting this definition are reported as nonoperating revenues and expenses.

Governmental Fund Financial Statements: Governmental funds are reported using the current financial
resources measurement focus and the modified accrual basis of accounting. Under this method,
revenues are recognized when measurable and available. Expenditures are recorded when the related
fund liability is incurred, except for principal and interest on general long-term debt, claims and
judgments, and compensated absences, which are recognized as expenditures to the extent they have
matured. General capital asset acquisitions are reported as expenditures in governmental funds.
Proceeds of general long-term debt and acquisitions under capital leases are reported as other financing
sources.

The City considers all revenues available if they are collected within 90 days after year-end, except for
property taxes. Ad valorem taxes receivable are not accrued as revenue because the amount is not
susceptible to accrual. At June 30, taxes receivable for property other than motor vehicles are materially
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past due and are not considered to be an available resource to finance the operations of the current
year. Also, as of September 1, 2013, State law altered the procedures for the assessment and collection
of property taxes on registered motor vehicles in North Carolina. Effective with this change in the law,
the State of North Carolina is responsible for billing and collecting the property taxes on registered motor
vehicles on behalf of all municipalities and special tax districts, including the City of Mebane. Property
taxes are due when vehicles are registered. The billed taxes are applicable to the fiscal year in which
they are received. Uncollected taxes that were billed in periods prior to September 1, 2013 and for
limited registration plates are shown as a receivable in these financial statements and are offset by
deferred inflows of resources.

Sales taxes and certain intergovernmental revenues, such as utilities franchise tax, collected and held by
the State at year-end on behalf of the City are recognized as revenue. Sales taxes are considered a
shared revenue for the City of Mebane because the tax is levied by Alamance County and Orange County
and then remitted to and distributed by the State. Most intergovernmental revenues and sales and
services are not susceptible to accrual because generally they are not measurable until received in cash.
All taxes, including those dedicated for specific purposes are reported as general revenues rather than
program revenues. Under the terms of grant agreements, the City funds certain programs by a
combination of specific cost-reimbursement grants, categorical block grants, and general revenues. Thus,
when program expenses are incurred, there is both restricted and unrestricted net position available to
finance the program. It is the City’s policy to first apply cost-reimbursement grant resources to such
programs, followed by categorical block grants, and then by general revenues.

D. Budgetary Data

The City’s budgets are adopted as required by the North Carolina General Statutes. An annual budget is
adopted for the General Fund and the Enterprise Fund. All annual appropriations lapse at the fiscal year-
end. Project ordinances are adopted for the Special Revenue Funds and the Capital Projects Funds and
the Enterprise Capital Projects Funds. The enterprise fund projects are consolidated with the operating
funds for reporting purposes. All budgets are prepared using the modified accrual basis of accounting.
Expenditures may not legally exceed appropriations at the departmental level for all annually budgeted
funds and at the object level for the multi-year funds. Amendments are required for any revisions that
alter total expenditures of any fund or that change functional appropriations. All amendments must be
approved by the governing board. During the year, several amendments to the original budget were
necessary. The budget ordinance must be adopted by July 1 of the fiscal year or the governing board
must adopt an interim budget that covers that time until the annual ordinance can be adopted.

E. Assets, Liabilities, Deferred Outflows/Inflows of Resources, and Fund Equity

Deposits and Investments

All deposits of the City are made in board-designated official depositories and are secured as required by
State law [G.S. 159-31]. The City may designate, as an official depository, any bank or savings association
whose principal office is located in North Carolina. Also, the City may establish time deposit accounts
such as NOW and SuperNOW accounts, money market accounts, and certificates of deposit.

State law [G.S. 159-30(c)] authorizes the City to invest in obligations of the United States or obligations
fully guaranteed both as to principal and interest by the United States; obligations of the State of North
Carolina; bonds and notes of any North Carolina local government or public authority; obligations of
certain non-guaranteed federal agencies; certain high quality issues of commercial paper and bankers’
acceptances and the North Carolina Capital Management Trust (NCCMT). The City’s investments are
reported at fair value. Non-participating interest earning contracts are accounted for at cost. The
NCCMT Government Portfolio, a SEC-registered (2a-7) external investment pool, is measured at
amortized cost, which is the NCCMT’s share price. The NCCMT- Term Portfolio’s securities are valued at
fair value. The NCCMT-Term Portfolio is a bond fund, has no rating and is measured at fair value. As of
June 30, 2019, the Term Portfolios has a duration of .11 years. Because the NCCMT Government and
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Term Portfolios have a weighted average maturity of less than 90 days, they are presented as an
investment with a maturity of less than 6 months.

In accordance with State law, the City has invested in securities which are callable and which provide for
periodic interest rate increases in specific increments until maturity. These investments are reported at
fair value as determined by quoted market prices.

Cash and Cash Equivalents

The City pools money from several funds to facilitate disbursement and investment and to maximize
investment income. Therefore, all cash and investments are essentially demand deposits and are
considered cash and cash equivalents.

Restricted Assets

Customer deposits held by the City before any services are supplied are restricted for which the deposit
was collected. Contractor reserves and bond deposits received and held are classified as restricted cash.
Grant proceeds received in advance for specified purposes are classified as restricted cash. Unexpended
loan principal and interest receipts in the CDBG- Mebane Mills Loft Special Revenue Fund is classified as
restricted assets because its use is restricted for future economic development per an agreement with
the North Carolina Housing Finance Agency. Powell Bill funds are also classified as restricted cash, if
applicable, because they can be expended only for the purposes of maintaining, repairing, constructing,
reconstructing or widening of local streets per G.S. 136-41.1 through 136-41.4. Unexpended utility
system development fees are restricted for use in accordance with G.S 162A-211.

City of Mebane Restricted Cash
Governmental Activities
General Fund

Contractor reserves and bond deposits.....cciereieneeeiereereree e S 584,374
ASSEt fOrfRITUIE fUNAS ..cuicviceicticececce ettt et bbb s eaeens 185,197
CDBG- Mebane Mills Loft Capital Project Fund
ECONOMIC DEVEIOPMENT....civiieeieiiriieererteeee e e 98182
Total governmental activities 867,753
Business-type Activities
Water and Sewer Fund
Customer deposits 545,696
Unexpended system development fEES.........oiveiieeeceeceeceeeeceeseeee et __ 586,608
Total busSiNeSS-tYPe ACTIVITIES...c.ceieeieieieeeeeee ettt 1,132,304
TOtal RESEFICIEA CASN..uueuieieceeeececeeeecteee ettt ettt saneeee S 2,000,057

Ad Valorem Taxes Receivable

In accordance with State law [G.S. 105-347 and G.S. 159-13(a)], the City levies ad valorem taxes on
property other than motor vehicles on July 1, the beginning of the fiscal year. The taxes are due on
September 1 (lien date), however, interest does not accrue until the following January 6th. These taxes
are based on the assessed values as of January 1, 2018. As allowed by State law, the City has established
a schedule of discounts that apply to taxes that are paid prior to the due date. In the City’s General
Fund, ad valorem tax revenues are reported net of such discounts.

Allowances for Doubtful Accounts

All receivables that historically experience uncollectible accounts are shown net of an allowance for
doubtful accounts. This amount is estimated by analyzing the percentage of receivables that were
written off in prior years.

Inventory and Prepaid Items
The inventories of the City’s enterprise fund consist of expendable materials and supplies that are
expensed when purchased.
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Certain payments to vendors reflect costs applicable to future accounting periods and are recorded as
prepaid items in both government-wide and fund financial statements and expensed as the items are
used.

Capital Assets
Capital assets are defined by the government as assets with an initial, individual cost of more than a

certain cost and an estimated useful life in excess of one year. Minimum capitalization costs are $5,000
for all items. Donated capital assets received prior to June 15, 2015 are recorded at their estimated fair
value at the date of donation. Donated capital assets received after June 15, 2015 are recorded at
acquisition value. All other purchased or constructed capital assets are reported at cost or estimated
historical cost. The cost of normal maintenance and repairs that do not add to the value of the asset or
materially extend assets’ lives are not capitalized.

Property, plant and equipment in the proprietary fund of the City are recorded at original cost at the
time of acquisition. The City capitalizes those interest costs which are incurred during the construction
period of any major capital projects. Property, plant, and equipment donated to the proprietary fund
type operations are recorded at the estimated fair market value at the date of donation.

Capital assets are depreciated using the straight-line method over the following estimated useful lives:

Asset Class Estimated Useful Lives

T ASEIUCTUIE et sttt bt s b e sabe e bt e e sbbessbeesbaaeenbeesnnaesane
BUIIHINES. ...ttt ettt et s b e st e st e s it e e sabe e bt e e bt e ebee s eneesbeeeneenane
0] o] go)Y7=T 0 =T o) &3S
Vehicles....ccccovvieeiniieiinen,

Furniture and equipment
COMPULET EQUIPMENT L. sttt absbabebababebeseeasnnees

Deferred outflows/inflows of resources

In addition to assets, the statement of financial position will sometimes report a separate section for
deferred outflows of resources. This separate financial statement element, Deferred Outflows of
Resources, represents a consumption of net position that applies to a future period and so will not be
recognized as an expense or expenditure until then. The City has two items that meet this criterion,
pension deferrals for the 2019 fiscal year and unamortized bond and refunding costs for Water and
Sewer debt. In addition to liabilities, the statement of financial position will sometimes report a separate
section for deferred inflows of resources. This separate financial statement element, Deferred Inflows of
Resources, represents an acquisition of net position that applies to a future period and so will not be
recognized as revenue until then. The City has several items that meet the criterion for this category —
prepaid taxes, property taxes receivable, and pension deferrals.

Long-Term Obligations

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

In fund financial statements, governmental fund types recognize bond premiums and discounts, as well
as bond issuance costs, during the current period. The face amount of debt issued is reported as other
financing sources. Premiums received on debt issuances are reported as other financing sources while
discounts on debt issuances are reported as other financing uses. Issuance costs, whether or not
withheld from the actual debt proceeds received, are reported as debt service expenditures.
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Compensated Absences

The vacation policy of the City provides for the accumulation of up to 240 hours of earned vacation leave
with such leave being fully vested when earned. For the City’s government-wide and proprietary funds,
an expense and a liability for compensated absences and the salary-related payments are recorded as
the leave is earned. The City has assumed a f