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Coss Ezexier, Loy & COMPANY, P.A.
CERTIFIED PUBLIC ACCOUNTANTS & BUSINESS ADVISORS

Independent Auditor's Report

To the Honorable Mayor

and Members of the Town Council
Town of Swepsonville
Swepsonville, 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
Town of Swepsonville, North Carolina, as of and for the year ended June 30, 2019, and the
related notes to the financial statements, which collectively comprise the Town of
Swepsonville's basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with accounting principles generally accepted in the United States of
America; this includes the design, implementation, and maintenance of internal control relevant
to the preparation and fair presentation of financial statements that are free from material
misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on the financial statements based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the United
States of America. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor's
judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity’s preparation and fair presentation of the
financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
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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 opinions.

Opinions

In our opinion, based on our audit, the financial statements referred to above present fairly, in
all material respects, the financial position of the governmental activities, the business-type
activities and each major fund, and the aggregate remaining fund information of the Town of
Swepsonville, North Carolina as of June 30, 2019, and the respective changes in financial
position and cash flows, where appropriate, thereof and the 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
Management's Discussion and Analysis be presented to supplement the basic financial
statements. Such information, although not a part of the basic financial statements, is required
by the Governmental Accounting Standards Board who considers it to be an essential part of
financtal 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 inquiries of management about the methods of
preparing the information and comparing the information for consistency with management's
responses to our inquiries, the basic financial statement, 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 Town of Swepsonville, North
Carolina. The individual fund statements, budgetary schedules, and other schedules are
presented for purposes of additional analysis and are not a required part of the basic financial
statements.



The 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 individual fund statements, budgetary schedules, and other schedules are fairly
stated, in all material respects, in relation to the basic financial statements as a whole.

Cobh Tpo bl Sank (mpany Ph
Certified Piblic Accountants :
Graham, North Carolina

October 31, 2019




Management’s Discussion and Analysis
Town of Swepsonville

As management of the Town of Swepsonville, we offer readers of the Town of Swepsonville’s
financial statements this narrative overview and analysis of the financial activities of the Town
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 Town of
Swepsonville’s financial statements, which follow this narrative.

Financial Highlights

¢ The assets and deferred outflows of resources of the Town of Swepsonville exceeded its
liabilities and deferred inflows of resources at the close of the fiscal year by $8,290,875
{net position).

» The government's total net position increased by $344 903 due to an increase in the
government type activities net position of $324,885 and an increase in the business type
activity net position of $20,018.

* As of the close of the current fiscal year, the Town of Swepsonville’s governmental funds
reported combined ending fund balances of $3,676,224 with a net change of $332,256 in
fund balance. Approximately 2.6% of this total amount, or $96,251, is nonspendable or
restricted.

s At the end of the current fiscal year, unassigned fund balance for the General Fund was
$3,569,972, or 1,808.96% of total general fund expenditures for the fiscal year.

Overview of the Financial Statements

This discussion and analysis are intended to serve as an infroduction to the Town of
Swepsonville's basic financial statements. The Town’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 Town 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 Town of Swepsonville.

Required Components of Annual Financial Report

Figure 1
Management's Basic
Discussion and Financial
Analysis Statements
| |
[ |
Government-wide Fund Notes io the
Financial Financial Financial
Statements Statements Statements
Summary » Detail




Management’s Discussion and Analysis
Town of Swepsonvilie

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 Town'’s financial status.

The next statements (Exhibits 3 through 8) are Fund Financial Statements. These statements
focus on the activities of the individual parts of the Town’s 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 Town’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 Town of Swepsonville’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 Town’s financial status as a whole.

The two government-wide statements report the Town of Swepsonville’s net position and how it
has changed. Net position is the difference between the Town’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 Town of Swepsonville’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 Town of
Swepsonville’s basic services such as public safety and general administration. Utility franchise
and excise taxes and sales taxes finance most of these activities. The business-type activities
are those that the Town charge customers to provide.

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 Town of
Swepsonville’'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 Town of Swepsonville, 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 Town’s budget ordinance. All of the
funds of the Town of Swepsonville can be divided into two categories: governmental funds and
proprietary funds.



Management’s Discussion and Analysis
Town of Swepsonville

Governmental Funds — Governmental funds are used to account for those functions reported
as governmental activities in the government-wide financial statements. Most of the Town's
basic services are accounted for in governmental funds. These funds focus on how asseis 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 availabie to finance
the Town’'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 Town of Swepsonville 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 Town and the management of the Town about which services to provide and
how to pay for them. It also authorizes the Town to obtain funds from identified sources to
finance these current period activities. The budgetary statement provided for the General Fund
demonstrates how well the Town complied with the budget ordinance and whether or not the
Town succeeded in providing the services as planned when the 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 Town of Swepsonville 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 Town of Swepsonville uses an enterprise fund to
account for its water and sewer activity and operations. 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 are on page 20 of this report.

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



Management’s Discussion and Analysis
Town of Swepsonville

Government-Wide Financial Analysis

The Town of Swepsonville's Net Position

Figure 2
Governmental Activities Business-Type Activities Total
2019 2018 0t7 2019 018 2017 2019 2018 2017

Current and other assets § 3BB3809 § 3349804 $ 3022098 § 2471867 § 2367280 § 1044425 § B155760 $ 5717093 § 4966523
Capital assets 320271 328,087 349,007 1,801,103 2,008,532 2,082,293 2224374 2,334,619 2,431,300
Deferred outflow s of resources - - - - - - - - -
Tolal assets and deferred outflow s of resources 4,004,170 3,677,891 3,371,105 4,372,964 4,373,821 4,026,718 8,377,134 8,051,712 7,397,823
Long-term liabifities outstanding - - - - - - - -
Other fabifties 12077 10,882 12,945 74,184 95,059 72,558 86,261 105,742 85,503
Deferrad inflow s of resources - - - - - - - . -
Total fiabilities and deferred inflow 5 of resources 12077 106682 12,945 74,184 95,089 72,558 86,261 105,742 85,503
et position:

Net investment in capital assats 320,271 328,087 349007 - 1,801,103 2,008,532 2,082,293 2,221,374 2,334,619 2,431,300

Restricted 9,251 87,803 80,203 - - . 96,2581 87,903 80,203

Unrestristed 3,575,511 3,251,218 2,928,950 2,307 677 2,272,230 1,871,867 5,973,248 5,523,448 4.800,817

Tolal net position & 3992093 % 3567208 % 3,358180 4208780 § 4278762 £  3954,160 8290873 § 7945970 § 7,312,320

Total Liabilitias and net position 3 4004170 § 36778 F 3371105 4312864 § 4373821 § 4026718 8,377,134 § B0B4,712 % 7307823

As noted earlier, net position may serve over time as one useful indicator of a government’s
financial condition. The assets of the Town of Swepsonville exceeded liabilities by $8,290,873
as of June 30, 2019.

The Town’s net position increased by $344,903 for the fiscal year ended June 30, 2019.
However, the second largest portion (26.79%) reflects the Town's net investment in capital
assets (e.g. land, buildings, furniture, and equipment). The Town uses these capital assets to
provide services to citizens; consequently, these assets are not available for future spending.
Although the Town’s net investment in capital assets is reported net of any outstanding related
debt, the resources needed to repay that debt must be provided by other sources, since capital
assets cannot be used to liquidate these liabilities.

Several particular aspects of the Town’s financial operations positively influenced the total
unrestricted governmental net position:

» Increased sales tax revenues of approximately $34,000 due to economic growth in the
Town.

* Increased charges for services of almost $80,0000 due to growth in the number of water
and sewer users. This is offset by a decrease in Access fees of approximately $250,000
for the previous two years.



Management’s Discussion and Analysis
Town of Swepsonville

Town of Swepsonville's Changes in Net Position

Figure 3
Governmental Activities Business-type Activities Total
Revenues: 2018 2018 2017 201¢ 2018 2017 2019 2018 2017
Program revenues:
Charges for services - - - § 1041043 $1,215516 $1,147,043 § 1,041,043 $4,2155i6 $1,147,043
Operating grants and contributions - - - - - - -
Capital grants and contributions - - - - - - - -
General revenues: -
Property taxes - - - - - - -
Sales and other taxes 369,288 335,369 308,461 - - 369,288 335,369 309,461
Intergovernmentat revenues 112,375 112,668 110,267 - - 112,375 112,668 110,267
Investment Earnings 45,639 30,004 27,372 25,398 18,940 11,303 71,037 49,944 38,675
Sales and service 200 30 - - - - 200 30 -
Miscellaneous Income 2,138 {9,824) 812 23,735 10,650 29,482 25,873 816 30,294
Total revenues 529,640 458,237 447,912 1,000176 1,246,106 1,187,828 1,619,816 1,714,343 1,635,740
Expenses:
General government 155,784 148,772 148,713 - - 155,784 146,772 146,713
Streets and highw ays 1,749 2,237 7,647 - - - 1,749 2,237 7,647
Public safety 26,472 - - - - 26,472 - -
Environmental protection 886 - - - - - 886 - -
Cultural and recreation 19,864 10,180 12,020 - - 19,864 10,180 12,020
Water and sewer - - - 1,070,158 921,504 589,371 1,070,158 $21,504 889,371
Total expenses 204,755 159,189 166,380 1,070,158 921,504 889,371 1,274,913 1,080,693 1,055,751
Increase in net position 324,885 309,048 281,532 20,018 324,602 208,457 344,903 633,650 578,989
Net position, July 1 3,667,208 3358160 3,076,628 4,278,762 3,954,160 3,655,703 7945970 7312320 6,732,331
Net positicn, June 30 3,992,083 §$3,667,208 $3,358,160 $ 4,298,780 $4,278762 $3,954,160 8,290,873 $7945570 $7,312,320

Financial Analysis of the Town’s Funds

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

Governmental Funds. The focus of the Town of Swepsonville’'s governmental funds is to
provide information on near-term inflows, outflows, and balances of usable resources. Such
information is useful in assessing the Town of Swepsonville’s financing requirements.
Specifically, unassigned fund balance can be a useful measure of a government’s net resources
available for spending at the end of the fiscal year.

The general fund is the chief operating fund of the Town of Swepsonville. At the end of the
current fiscal year, unreserved fund balance of the General Fund was $3,569,972, while total
fund balance reached $3,676,224.

General Fund Budgetary Highlights: 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.



Management’s Discussion and Analysis
Town of Swepsonville

Capital Asset and Debt Administration

Capital assets. The Town of Swepsonville’s investment in capital assets for its governmental
and business-type activities as of June 30, 2019, totals $2,221,374 (net of accumulated
depreciation). These assets include land, equipment, and infrastructure.

Governmental Activities Business-type Activities Total
2019 2018 2019 2018 2019 2018
Land § 217913 § 217913 § 12643 % 12643 $ 230556 § 230,558
Buildings and improvements 74,095 75,089 - - 74,095 75,088
Furniture, equipment and vehicles 2,926 5,302 66,252 68,177 69,178 74,479
Recreation equipment and improvements 25,337 29,784 - - 25,337 29,784
Plant and distribution systems - - 1,822,208 1,924 712 1,822,208 1,924,712
Total $ 320271 § 328088 § 1001103 § 2006532 § 2,221,374 $ 2334520

Additional information on the Town’s capital assets can be found in note 2 of the Basic Financial
Statements.

Long-term Debt. As of June 30, 2019, the Town of Swepsonville had no bonded debt
outstanding.

Economic Factors and Next Year's Budgets and Rates
The following key economic indicators reflect the activity of the Town of Swepsonville:

» The net position of the General Fund is expected to continue to grow as a result
of budgetary constraint which will allow the Town to provide additional services to
its residents in the future.

» The population of the Town continues to grow as more homes are being
constructed.

Budget Highlights for the Fiscal Year Ending June 30, 2020

Governmental Activities — Local sales tax proceeds are expected to lead the increase in
budgeted revenue for the fiscal year ending June 30, 2020. The town will use these increases
in revenues to enhance current services and to plan for future resident services.

Business-type Activities — Water and sewer rates were increased 5% for the 2019-2020 fiscal
year. The charges for water and sewer services are expected to continue to increase due to
growth in the Town. This increase in fees will be used fo help support future enhancements to
the water and sewer system expected to begin during the 2019-2020 fiscal year.



Management’s Discussion and Analysis
Town of Swepsonville

Request for iInformation

This report is designed to provide an overview of the Town of Swepsonville’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 shouid be directed to:

Town Clerk

Town of Swepsonville
2747 Darrell Newton Drive
Graham, NC 27253
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Assets
Current assets:
Cash and cash equivalents
Accounts receivable (net)
Due from (to) other funds
Due from other governments
Accrued interest receivable
Prepaid insurance
Restricted Cash and Cash Equivalents
Total current assets

Non-current Assets:
Governmental bonds, at amortized cost

Capital assets (Note 3):

Land, non-depreciable improvements, and
construction in progress

Other capital assets, net of depreciation

Total capital assets
Total assets

Deferred Qutflows of Resources

Liabilities
Current liabilities:
Accounts payable
Accrued expenses
Customer deposits
Total current liabitities

Deferred Inflows of Resources

Net Position

Net investments in capital assets
Restricted for Stabilization by State Statute
Unrestricted

Town of Swepsonville Exhibit 1
Statement of Net Position
June 30, 2019
Primary Government
Governmental Business-type
Activities Activities Total

3 3,398,769 § 2324446 § 5,724 215
1,723 130,191 131,914

1,900 (1,900) .
91,396 - 91,396
1,232 124 1,356
10,001 - 10,001
- 19,000 19,000
3,506,021 2,471,861 5 977,882
177,878 - 177,878
217,913 12,643 230,558
102,358 1,888,460 1,990,818
320,271 1,801,103 2,221,374
4,004,170 4 372,964 8,377,134
6,363 49,808 56,171
5,714 5376 11,090
- 19,000 19,000
12,077 74,184 86,261
320,271 1,901,103 2,221,374
96,251 - 96,251
3,575,671 2,397 677 5,973,248
3 3992093 % 4,298,780 % 8,290,873

Teotal net position

The notes to the financial statements are an integral part of this statement.
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Town of Swepsonville Exhibit 2
Statement of Activities
For the Year Ended June 30, 2019

Program Revenues Net {(Expense) Revenue and Changes in Net Position
Primary Government

Operating Capital Grants

Charges for Grants and and Governmental Business-type
Functions/Programs Expenses Services Contributions Contributions Activities Activities Total
Primary government:
Govemmental Activities:
General government 155,784 § - 3 - 3 - $ (155,784) § - $ (155,784)
Streets and highways 1,749 - - - (1,749) - {1,749)
Public safety 26,472 - - - (26,472) - (26,472)
Environmental protection 886 - - - (886) - (886.00)
Cultural and recreation 19,864 200 - - (19,664) - (19,664)
Total governmentat activities 204,755 200 - - {204,555) - (204,555)
Business-type activities:
Water 1,070,158 1,041,043 - - - {29,115) (28,115)
Total business-type activities 1,070,158 1,041,043 - - - (29,115) (29,115)
Total primary government $ 1274913 § 1,041,243 § - $ - (204,555) {29,115) (233,670)
General revenues:;
Taxes:
Property taxes, levied for general purpose - - -
Other taxes 369,288 - 360,288
Licenses and permits 1,200 - 1,200
Intergovernmental revenues 112,375 - 112,375
Sales and services - - -
Unrestricted investment earnings 45,639 25,398 71,037
Miscelfanecus 938 23,735 24 673
Total general revenues 520,440 49,133 578 573
Total change in net position 324,885 20,018 344 903
Net position-beginning 3,667,208 4,278,762 7,945,970
Net position-ending 3 3,992,003 % 4,298,780 % 8,290,873

The notes to the financial statements are an integral part of this statement.
13



ASSETS
Cash and cash equivalents
Accounts receivable (net)
Due from other funds
Due from other governments
Accrued interest receivable
Prepaid insurance

Governmental bonds, at amortized cost
Total assets

LIABILITIES
Accounts payable and accrued liabilities
Total liabilities

DEFERRED INFL.OWS OF RESOURCES
Property taxes receivable
Total deferred inflows of resources

FUND BALANCES
Non Spendable
Prepaids
Restricted
Stabilization by State Statute
Committed
Assigned
Subsequent year's expenditures
Unassigned, General Fund
Total fund balances
Total liabilities, deferred inflows of resources
and fund balances

Amounts reported for governmental activities in the Statement of Net Position

are different because:

Total Fund Balance, Governmental Funds

Capital assets used in governmental activities are not financial resources and

therefore are not reported in the funds.

Liabilities for earned revenues considered deferred inflows of resources in fund

Town of Swepsonville Exhibit 3
Balance Sheet
Governmental Funds
June 30, 2019
Total
Major Fund - Governmental
General Non-Major Funds Funds

$ 3,399,769 § - $ 3,399,769
1,723 - 1,723

1,800 - 1,900

91,396 - 91,396

1,232 - 1,232

10,001 - 10,001

177,878 - 177,878

3 3,683,809 § - $ 3,683,899

$ 7675 § - $ 7,675
7,675 - 7,675

10,001 - 10,001

96,251 - 96,251

227,850 - 227,850

3,342,122 - 3,342,122

3,676,224 - 3,676,224

$ 3,683,809 § -

3,676,224

320,271
(4,400)

$ 3,992,085

Net position of governmental activities

The notes to the financial statements are an integral part of this statement.
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Town of Swepsonville Exhibit 4
Statement of Revenues, Expenditures, and Changes in Fund Balance
Governmental Funds
For the Year Ended June 30, 2019

Total
Major Fund - Governmental
General Non-Major Funds Funds
Revenues:
Ad valorem taxes $ - $ - $ -
Other taxes and licenses 369,288 - 369,288
Unrestricted intergovernmental 112,375 - 112,375
Restricted intergovernmental - - -
Permits and fees 1,200 - 1,200
Sales and services 200 - 200
Investment earnings 45 604 - 45,604
Other revenues 938 - 938
Total revenues 529,605 - 529,605
Expenditures:
General government 145,679 - 145,679
Streets and highways 1,749 - 1,749
Public safety 26,472 - 26,472
Environmental protection 886 - 886
Cultural and recreation 22,563 - 22,563
Contingency - - -
Total expenditures 197,349 - 197,349
Revenues over (under) expenditures 332,256 - 332,256
Other financing sources (uses) - - -
Net change in fund balance 332,256 - 332,256
Fund balance, beginning 3,343,968 - 3,343,968
Fund balance, ending $ 3,676,224 $ - $ 3,676,224

Amounts reported for governmental activities in the Statement of Activities
are different because:
Net changes in fund balances - total governmental funds $ 332,256
Governmental funds report capital outlay 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 expense in the current period
Capital outlay expenditures which were capitalized 2,698
Depreciation expense for governmental assets (10,515)
Book value of disposed capital asset not recorded in fund statements =
Compensated absences (vacation and sick pay) recognized as an expense in the
statement of activities 446

Total changes in net position of governmental activities 3 324,885

The notes to the financial statements are an integral part of this statement.
15



Town of Swepsonville
General Fund

Exhibit 5

Statement of Revenues, Expenditures, and Changes in Fund Balance - Budget and Actual
For the Year Ended June 30, 2019

Revenues:

Ad valorem taxes
Other taxes and licenses
Unrestricted intergovernmental
Restricted intergovernmental
Permits and fees
Sales and services
Investment earnings
Other revenues

Total revenues

Expenditures:
General government
Streets and highways
Public safety
Environmental protection
Cultural and recreation
Contingency

Total expenditures

Revenues over (under) expenditures

Other financing sources (uses):
Appropriated fund balance

Total other financing sources (uses)

Net change in fund balance

Fund balances:
Beginning of year - July 1
End of year - June 30

General Fund

Variance with

Final Budget -
Actual Positive
Original Final Amounts (Negative)
$ - $ - $ - $ -
330,000 330,000 369,288 39,288
104,300 104,300 112,375 8,075
- - 1,200 1,200
100 100 200 100
36,000 15,000 45604 30,604
200 200 938 738
470,600 449,600 529,605 80,005
213,100 236,900 145,679 91,221
8,900 8,900 1,749 7,151
15,500 32,500 26,472 6,028
6,000 6,000 886 5,114
30,600 33,800 22,563 11,237
274,100 318,100 197,349 120,751
196,500 131,500 332,256 200,756
(196,500) (131,500) - 131,500
(196,500) (131,500) - 131,500
$ - % - 332,256 $ 332,256
3,343,968
$ 3,676,224

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

16



Town of Swepsonville
Statement of Net Position

ASSETS
Current assets:
Cash and cash equivalents
Accounts receivable (net)
Accrued interest receivable
Due fo other funds
Prepaid insurance
Restricted cash and cash equivalents
Total current assets

Noncurrent assets:
Capital assets:
Land and Construction in Progress
Other capital assets, net of depreciation
Capital assets (net)
Total noncurrent assets
Total assets

LIABILITIES
Current liabilities:
Accounts payable and accrued expenses
Customer deposits
Total current liabilities

NET POSITION
Net investment in capital assets
Unrestricted

Total net position

Total Liabilities and net position

Proprietary Fund
June 30, 2019

Exhibit 6

Water Fund

$

2,324,446

130,101

124
{1,900)

19,000

2,471,861

12,643
1,888,460

1,901,103

1,901,103

4,372,064

55,184
19,000

74,184

1,901,103
2,387,677

4,288,780

4,372,964 .

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

Exhibit 7

Statement of Revenues, Expenses, and Changes in Fund Net Position

For the Year Ended June 30, 2019

OPERATING REVENUES
Charges for services
Water and sewer taps
Other operating revenue

Total operating revenues

OPERATING EXPENSES
Administration
Finance
Water distribution and maintenance
Waste collection and treatment
Depreciation -

Total operating expenses

Operating income (loss)
NONOPERATING REVENUES (EXPENSES)
Interest on investments

Miscellaneous income
Total nonoperating revenue {expenses)

Change in net position

Total net position - beginning
Total net position - ending

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

Proprietary Fund

18

Water/Sewer
Fund

$ 1,019,148

6,000
15,885

1,041,043

66,139

40,653
315,941
538,360
109,065 -

1,070,158

(29,115)

25,398
23,735

49,133

20,018

4,278,762

$ 4,298,780




Town of Swepsonville Exhibit 8
Statement of Cash Flows
Proprietary Fund Type - Enterprise Fund
For the Year Ended June 30, 2019

Water Fund
Cash flows from operating activities
Cash received from customers $ 988,425
Cash paid for goods and services (900,655)
Cash paid to or on behalf of employees for services (84,938)
Other cash revenues 15,895
Customer deposits received 6,024
Customer deposits refunded (2,399)
Net cash provided (used) by operating activities 22,352
Cash flows from capital and related financing activities
Acquisition of capital assets (3,636)
Nonperating revenues 27,197
Net cash provided (used) by capital and related financing activities 23,561
Cash flows from investing activities
Investment earnings 25,933
Net cash provided (used) by investing activities 25,933
Net increase (decrease) in cash and cash equivalents 71,846
Balances-beginning of the year 2,271,600
Balances-end of the year $ 2,343,446
Reconciliation of operating income (loss) to net cash provided (used) by operating
activities
Operating income (loss) $ (29,115)
Adjustments to reconcile operating income (loss) to net cash provided (used) by operating
activities:
Depreciation and amortization 109,065
Provision for uncollectible accounts 1,833
Changes in assets and liabilities:
(Increase) decrease in accounts receivable (38,556)
Increase (decrease) in accounts payable (20,695)
Increase (decrease) in accrued expenses (3,805)
Increase (decrease) in customer deposits 3,625
Total adjustments 51,467
Net cash provided (used) by operating activities $ 22,352

The notes to the financial statements are an integral part of this statement.
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Town of Swepsonville, North Carolina
Notes to the Financial Statements
For the Fiscal Year Ended June 30, 2019

Summary of Significant Accounting Policies

The accounting policies of the Town of Swepsonville, North Carolina 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 Town of Swepsonville was incorporated on November 4, 1997, It is located in the
southeastern part of Alamance County, North Carolina. 1t encompasses most of the
area formerly known as the Swepsonville Sanitary District.

The governing body of the Town is the Town Council which has five (5) members. The
Town Council is elected on a nonpartisan basis with results determined on a plurality
basis. The Mayor is chosen by the Town Coungil,

Generally accepted accounting principles require that these financial statements
present the primary government {i.e. the Town) and any component units. Component
units are defined as legally separate organizations for which the elected officials of the
Town are financially accountable. In addition, a component unit can be another
organization for which the nature and significance of its relationship with the Town is
such that exclusion would cause the Town’s financial statements to be misleading or
incomplete.

The Town of Swepsonville has no component units as defined above.
Basis of Presentation

Government-wide Statements. The statement of net position and the statement of
activities display information about the primary government and its component units, if
any. These statements include the financial activities of the overall government.
Eliminations have been made to minimize the double counting of internal activities.
These statements distinguish between the governmental and business-type activities of
the Town. Governmental acliviies 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 o external parties.

The statement of activities presents a comparison between direct expenses and
program revenues for the different business-type activities of the Town and for each
function of the Town'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. 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
Town'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 non-major funds.
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Town of Swepsonville, North Carolina
Notes to the Financial Statements
For the Fiscal Year Ended June 30, 2019

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. Non-operating revenues, such as subsidies, resuit from non-exchange
transactions. Other non-operating revenues are anciltary activities such as investment
earnings.

The Town reports the following major governmental fund:

General Fund. The General Fund is the general operating fund of the Town.
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
the local option sales tax and the utility franchise and excise tax. The primary
expenditures are for general government and recreation services.

The Town has no non-major governmental funds.
The Town reports the following major enterprise fund:

Water and Sewer Fund - This fund is used to account for the Town's water and
sewer operations.

C. Measurement Focus and Basis of Accounting

In accordance with North Carolina General Statutes, all funds of the Town 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. Non-exchange transactions, in which the Town
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. Revenues
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 non-operating
items. Operating revenues and expenses generally result from providing services and
producing and delivering goods in connection with a proprietary fund’s principal ongoing
operations. The principal operating revenues of the Town’s enterprise fund are charges
to customers for sales and services. The Town also recognizes as operating revenue
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Town of Swepsonviile, North Carclina
Notes to the Financiat Statements
For the Fiscal Year Ended June 30, 2019

the portion of tap fees intended to recover the cost of connecting new customers to the
water 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 non-operating 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.

Sales taxes and certain intergovernmental revenues, such as utilities franchise tax,
coliected and held by the State at year-end on behalf of the Town are recognized as
revenue. Sales taxes are considered a shared revenue for the Town of Swepsonville
because the tax is levied by Alamance 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 Town may fund
certain programs by a combination of specific cost-reimbursement grants, categorical
block grants, and general revenues. Thus, if and when program expenses are incurred,
there are both restricted and unrestricted net position available to finance the program.
It is the Town'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 Town’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, if applicable, are
adopted for the Capital Project Fund and the Enterprise Fund Capital Projects Fund.
These appropriations continue until the project is completed. 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 muiti- year funds. Amendments are required for any revisions that
alter fotal expenditures of any fund. All amendments must be approved by the Town
Council. During the year, several amendments were made to the budget. The budget
ordinance must be adopted by July 1 of the fiscal year or the Town Council must adopt
an interim budget that covers that time until the annual ordinance can be adopted.
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Town of Swepsonville, North Carolina
Notes to the Financial Statements
For the Fiscal Year Ended June 30, 2019

E.

Assets, Liabilities, Deferred Outflows/Inflows of Resources and Fund Equity
Deposits and Investments

All deposits of the Town are made in board-designated official depositories and are
secured as required by State law [G.S. 159-31]. The Town may designate, as an
official depository, any bank or savings association whose principal office is located in
North Carolina. Also, the Town 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 Town to invest in obligations of the United
States or obligations fully guaranteed both as fo 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 Town'’s investments in governmental bonds are reported at original cost net of
accumulated amortization of premiums and discounts.

The Town does not have a formal investment or credit risk policy.

Cash and Cash Equivalents

The Town pools some of its money from the General Fund and Water and Sewer Fund
in order to facilitate disbursement and investment and to maximize investment income.
All cash and investments are essentially demand deposits and are considered cash and
cash equivalents. For purposes of the statement of cash flows, the Enterprise Fund
considers all highly liquid investments (including restricted assets) with maturity of
twelve months or less when purchased to be cash equivalents.

Restricted Assets

Any funds legally restricted to a specific use are classified as restricted assets.
Customer deposits held by the Town before any services are applied and restricted to
the service for which the deposit was collected. The Town of Swepsonville’s restricted
cash is equal to the water and sewer customer deposits in the amount of $19,000.

Ad Valorem Taxes Receivable
The Town has not exercised its authority to levy ad valorem taxes, therefore no ad
valorem taxes are receivable at June 30, 2019.

Should the Town exercise its authority to levy ad valorem taxes in the future, that levy
would normally take place on July 1, the beginning of the fiscal year, and would be
based on the assessed values as of the preceding January 1. The ad valorem taxes
would be due on September 1, however interest would not accrue until the following
January 6.
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Town of Swepsonville, North Carolina
Notes to the Financial Statements
For the Fiscal Year Ended June 30, 2019

Alfowances for Doubtful Accounts

All receivables that historically experience uncoliectible 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 and other relevant data.

inventory and Prepaid ltems
The Town's General Fund inventory consists of an immaterial amount of expendable
supplies that are recorded as expenditures as purchased rather than when used.

The inventories of the Town's water and sewer fund consist of an immaterial amount of
materials and supplies held for subsequent use. The cost of these inventories is
expenses when purchased.

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 Assefs

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 two years. Minimum
capitalization cost is currently $200 for all types of assets. Purchased or constructed
capital assets are reported at cost or estimated historical cost. Donated capital assets
received prior to June 30, 2015, are recorded at their estimated fair value at the date of
donation. Donated capital assets received after June 30, 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.

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

Estimated Useful Lives

Asset Class
Buildings 30
Furniture & equipment 5-10
Recreation facilities 5-40
Water & sewer lines and stations 40
Vehicles 3-5
Improvements 8-40
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Town of Swepsonville, North Carolina
Notes to the Financial Statements
For the Fiscal Year Ended June 30, 2019

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. 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 fufure period and so will not be recognized as revenue until
then. The Town does not have any deferred outflow or inflows of resources.

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
liabilties in the applicable governmental activities, business-type activities, or
proprietary fund type statement of net position. Any 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 any applicable bond premiums or discounts. Bond issuance costs,
except for prepaid insurance costs, are expensed in the reporting period in which they
are incurred. Prepaid insurance costs are expensed over the life of the debt.

in fund financial statements, governmental fund types recognize bond premiums and
discounts, as weil as bond issuance costs, during the current period. The face amount
of debt issued is reported as other financing sources. Any premiums received on debt
issuances are reported as other financing sources, while any discounts on debt
issuances are reported as other financing uses. Any issuance costs, whether or not
withheld from the actual debt proceeds received, are reported as debt service
expenditures. The Town does not have any long — term debt.

Compensated Absences

The vacation policy of the Town provides for the accumulation of up to thirty days
earned vacation leave with such leave being fully vested when earned. For the Town'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
Town has assumed a first-in, first-out method of using accumulated compensated time.
The portion of that time that is estimated to be used in the next fiscal year has been
designated as a current liability in the government-wide financial statements.

The Town’s sick leave policy provides for an unlimited accumulation of earned sick
leave. Sick leave does not vest, but any unused sick leave accumulated at the time of
retirement may be used in the determination of length of service for retirement benefit
purposes. Since the Town does not have any obligation for the accumulated sick leave
until it is actually take, no accrual for sick leave has been made.
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Town of Swepsonville, North Carolina
Notes to the Financial Statements
For the Fiscal Year Ended June 30, 2019

Net Position/Fund Balances

Net Position

Net position in government-wide and proprietary fund financial statements are classified
as net investment in capital assets, restricted, and unrestricted. Restricted net position
represents constraints on resources that are either externally imposed by creditors,
grantors, contributors, or laws or regulations of other governments or imposed by law
through state statute.

Fund Balances

[n the governmental fund financial statements, fund balance is composed of five
classifications designed to disclose the hierarchy of constraints placed on how funds
can be spent.

The governmental fund types classify fund balances as follows:

Nonspendable Fund Balance — This classification includes amounts that cannot be
spent because they are either (a) not in spendable form or (b) legally or contractually
required to be maintained intact.

Prepaid expenses - portion of fund balance that has been expended for the
benefit of future periods.

Restricted Fund Balance — This classification includes amounts that are restricted to
specific purposes externally imposed by creditors or imposed by law.

Restricted for Stabilization by State Statute — portion of fund balance which is
not available for appropriation by State Statue [G.S. 159-8(a)].

Committed Fund Balance - portion of fund balance that can only be used for specific
purposes imposed by majority vote by quorum of the Town of Swepsonville’'s Town
Council. Any changes or removal of specific purpose requires majority action by the
Town Council.

Assigned Fund Balance — portion of fund balance that the Town of Swepsonville intends
to use for specific purposes.

Subsequent year’s expenditures — portion of fund balance that is appropriated in
the next year's budget that is not already classified in restricted or committed.

Unassigned Fund Balance — the portion of fund balance that has not been restricted,
committed, or assigned to specific purposes or other funds.

The Town of Swepsonville has not adopted a minimum fund balance policy for the
general fund.
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2.

Town of Swepsonville, North Carolina
Notes to the Financial Statements
For the Fiscal Year Ended June 30, 2019

Estimates

The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities and disclosure of contingent assets and
liabilities at the date of the financial statements and the reported amounts of revenues

and expenses during the reporting period. Actual results could differ from those
estimates.

Detail Notes on All Funds

A.

Assets

Deposits and Investments

All the deposits of the Town are either insured or collateralized by using one of two
methods. Under the Dedicated Method, all deposits that exceed the federal depository
insurance coverage level are collateralized with securities held by the Town’s agent in
the Town’s name. Under the Pooling Method, which is a collateral pool, all uninsured
deposits are collateralized with securities held by the State Treasurer's agent in the
name of the State Treasurer. Since the State Treasurer is acting in a fiduciary capacity
for the Town, these deposits are considered to be held by the Town in the Town's
name. The amount of the pledged collateral is based on an approved averaging
method for non-interest bearing deposits and the actual current balance for interest-
bearing deposits. Depositories using the Pooling Method report to the State Treasurer
the adequacy of their pooled collateral covering uninsured deposits. The State
Treasurer does not confirm this information with the Town. Because of the inability to
measure the exact amounts of collateral pledged for the Town under the Pooling
Method, the potential exists for under-collateralization. This risk may increase in periods
of high cash flows. However, the State Treasurer of North Carolina enforces strict
standards of financial stability for each depository that collateralizes public deposits
under the Pooling Method. The Town has no formal policy regarding custodial credit -
risk for deposits, but relies on the State Treasurer to enforce standards of minimum
capitalization for all pooling method financial institutions and to monitor them for
compliance. The Town complies with the provisions of G.S. 159-31 when designating
official depositories and verifying that deposits are properly secured.

At June 30, 2019 the Town’s deposits had a carrying amount of $5,743,090, and a bank
balance of $5,754,957. Of the bank balance, $1,250,000 was covered by federal
depository insurance and the remainder was covered by collateral held under the
pooling method. [n addition, the Recreation Department has a petty cash fund of $125.
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Town of Swepsonville, North Carolina
Notes to the Financial Statements
For the Fiscal Year Ended June 30, 2019

The following is a schedule of the Town’s cash and investment balances at June 30,
2019:

Town of Swepsonville, North Carolina
Schedule of Cash and Investment Balances

June 30, 2019
Cost Value Market Value
Cash, Cash Equivalents, and Certificates of Deposit:
Cn hand $ 125 b3 125
In demand deposits 1,263,380 1,263,380
In time deposits:

NOW, Super NOW, and money market accounts - -
Certificates of deposit 4479710 4,479,710
Total cash and investments $ 57437215 $ 5743215

Distribution by Fund:
General Fund 3,399,769
Enterprise Fund - Water Fund 2,343 446
S 573215

At June 30, 2019 the Townt's investment balances were as follows:

Maturity Interest Amortized Unrealized

Description/issuer Par Value Date Rate Cost gain (loss) Fair Value
Bond-Nash County Health Care System $ 50,000  11/1/2020 450% § 50,151 § 38y § 50,113
Bond-Forsyth County, NC 25,000 47112020 3.55% 26,057 (802) 25,255
Bond-Raleigh, NC 50,000 6/1/2020 4.00% 52,181 (938) 51,245
Bond, Brunswick County, NG 50,00C 41112025 3.00% 49,489 2,300 51,789

$ 175,000 $ 177878 § 524 § 178402

The bond valuation measurement method is amortized cost. All bonds are considered
level 1 invesiments. level 1 debt securities are valued using directly observable,
guoted prices (unadjusted) in active markets for identical assets.

The bonds are classified as Held to Maturity since it is the Town's intent and ability o
hold the bonds until maturity. Accordingly, the bonds are shown in the financial
statements at cost plus or minus any unamortized premium or discount. Premiums and
discounts are amortized using the straight-line method over the lives of the bonds.
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Town of Swepsonville, North Carolina
Notes fo the Financial Statements
For the Fiscal Year Ended June 30, 2019

The town has approved that no more than $500,000 be made availabie for investing in
bonds. The bonds are to be purchased in varying amounts. Maturity dates are to be
between six (6) and twelve (12) years.

Edward Jones shall serve as the investment advisor and Suntrust Bank shall serve as
the custodian of the bonds.

Interest Rate Risk — The Town does not have a formal written investment rate policy
that manages its exposure to fair value losses arising from increasing interest rates.

Credit Risk — The Town does not have a formal written investment policy regarding
credit risk; however, the Town has directed the Town's investment advisor and its
Finance Director to limit investments to the provisions of G.S. 159-30 and to restrict
investments to those with the highest possible ratings.

Custodial Credit Risk — The Town does not have a formal written policy regarding
custodial credit risk, but the Town does utilize a third party custodial agent for book
entry fransactions. The custodian is Suntrust Bank which has a trust department
authorized to do trust work in North Carolina and has an account with the Federal
Reserve. Custodial credit risk is the risk that in the event of a failure of the counter
party, the Town will not be able {o recover the value of its investments or collateral
securities that are in the possession of an outside party.

Concentration of Credit Risk — The Town does not have a formal written policy
regarding concentration of credit risk.

Receivables — Alfowance for Doubtful Accounts
The receivable balances shown in the Statement of Net Position for the year ended
June 30, 2019 are net of the following allowances for doubtful accounts:

General Fund Amount
Water and Sewer Fund $14.576
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Town of Swepsonville, North Carolina
Notes to the Financial Statements
For the Fiscal Year Ended June 30, 2019

Capital Assets

Capital asset activity for the Town for the year ended June 30, 2019, was as follows:

Beginning Ending
Balances Increases Decreases Balances
Governmental activities:
Capital assets not being depreciated
Land $ 217,913 3 - $ - £ 217913
Total capital assets not being depreciated 217,913 - - 217,913
Capital assets being depreciated:
Buildings and improvements 142,557 2,698 - 145,255
Furniture, fixtures & equipment 24,519 - 2,524 21,995
Vehicles 33,439 - - 33,439
Recreation equipment and improvements 88,697 - 1,602 87,095
Total capital assets being depreciated 289,212 2,698 4,126 287,784
Less accumulated depreciation for:
Buildings and improvements 67,468 3.692 - 71,160
Furniture, fitures & equipment 20,750 843 2,524 19,069
Vehicles 31,906 1,533 - 33,439
Recreation equipment and improvements 58,913 4,447 1,602 61,758
Total accunulated depreciation 179,037 $ 10,515 $ 4,126 185,426
Total capital assets being depreciated, net 110,175 102,358
Governmental activity capital assets, net § 328,088 $ 320271
Beginning Ending
Balances Increases Decreases Balances
Business-type activities:
Capital assets not being depreciated
Land b 12,643 h - $ - $ 12,643
Total capital assets not being depreciated 12,643 - - 12,643
Capital assets being depreciated:
Plant and distribution sy stems 3,313,106 3,636 - 3,316,742
Equipment and vehicles 115,684 - 895 114,789
Total capital assets being depreciated 3,428,790 3,636 895 3,431,531
Less accumulated depreciation for:
Plant and distribution sy stems 1,388,395 106,140 - 1,494,535
Equipment and vehicles 46,506 2,925 895 48,536
Total accumulated depreciation 1,434,901 5 109,065 $ 895 1,543,071
Total capital assets being depreciated, net 1,993,889 1,888,460
Business-type activity capital assets,net $ 2,006,532 $ 1,901,103

The Town has no active construction projects as of June 30, 2019.
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Town of Swepsonville, North Carolina
Notes to the Financial Statements
For the Fiscal Year Ended June 30, 2019

The fixed assets acquired from the Swepsonville Sanitary District, the predecessor to
the Town of Swepsonville's Water and Sewer Fund, are recorded at the District’'s
original cost. Accumulated depreciation, through the date of transfer, has also been
carried forward from the District.

B. Liabilities
1. Pension Plan and Postempiloyment Obliqgations

The Town has no pension plan or postemployment benefits and therefore has no
pension plan or OPEB obligations.

2. Deferred Qutflows and Inflows of Resources

The Town has no deferred outflows/inflows of resources at June 30, 2019.

3. Commitments
At June 30, 2018, the Town had no materiai contractual commitments other than for
normal contracted services.

4. Risk Management

The Town is exposed to various risks of loss related to torts; theft of, damage to, and
destruction of assets; errors and omissions, injuries to employees; and natural
disasters. The Town participates in two self-funded risk financing pools administered by
the North Carolina League of Municipalities. Through these pools the Town obtains
general liability and auto liability coverage up to $1 million per occurrence, property
coverage up to the total insurance values of the property policy, and workers’
compensation coverage up io statutory limits. The pools are reinsured through
commercial companies for single occurrence claims against general liability, auto
liability and property in excess of $500,000 and $1,000,000 up to statutory limits for
workers’ compensation.

There have been no significant reductions in insurance coverage in the prior year, and
settled claims have not exceeded coverage in the past three years.

The Town has adopted a flood damage prevention ordinance and flood prone areas
within the jurisdiction of the Town have been identified. Flood insurance is available to
the Town and its residents; however the Town has determined that coverage is not
needed at this present time.

In accordance with G.S. 158-29, the Town’'s employees that have access to $100 or

more at any given time of the Town’s funds are performance bonded through a
commercial surety bond. The Finance officer is bonded for $50,000.
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5. Claims and Judgements
At June 30, 2019 there were no pending or threatened litigation, claims or assessments
against the Town.

6. Long-Term Obligations
The Town has no material long-term lease obligations.

The Town does record a long term liability for accrued vacation, in the general fund in
the amount of $4,402 and in the water and sewer fund in the amount of $2,934.

C. Fund Balance
The following schedule provides management and citizens with information on the
portion of General fund balance that is available for appropriation:

Total fund balance — General Fund $3,676,224
Less:
Stabilization by State Statute (96,251)
Appropriated Fund Balance in the

2020 budget (227,850}
Prepaid Expenses (10.001)
Working Capital/Fund Balance (3,342.122)
Remaining Fund Balance -0-

D. Summary Disclosure of Significant Contingencies

Federal and State Assisted Programs

The Town has received proceeds from State grants. Periodic audits of these grants are
required and certain costs may be questioned as not being appropriate expenditures
under the grant agreements. Such audits could result in the refund of grant monies to
the grantor agencies. Management believes that any required refunds will be
immaterial. No provision has been made in the accompanying financial statements for
the refund of grant moneys.

E. Related Party Transaction
Throughout the year and from time to time, a member of the Town Council receives
compensation related to providing equipment for the Town’s use. It is believed this
compensation is not in excess of fair market value.

F. Significant Effects of Subsequent Events
In accordance with ASC 855, the Town evaluated subsequent events through October
31, 2019, the date the financial statements were available to be issued. There were no
material subsequent events that require recognition or additional disclosure in these
financial statements.
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Town of Swepsonville, North Carolina
General Fund

Schedule 1

Schedule of Revenues, Expenditures, and
Changes in Fund Balances - Budget and Actual - General Fund
For the Fiscal Year Ended June 30, 2019
(With Comparative Actual Amounts for the Fiscal Year Ended June 30, 2018)

Revenues
Ad valorem faxes

Other taxes and licenses:
Local option sales tax

Unrestricted intergovernmental:

Utility franchise tax/excise tax
Beer and wine tax
Sales Tax Refunds
Total
Restricted intergovernmental

Permits and fees

Sales and services:
Recreation fees

Investment earnings
Other revenues:
Miscellaneous

Total

Total revenues

2019 2018
Variance
Positive
Budget Actual {Negative) Actual

$ - . -5 -
330,000 369,288 39,288 335,367
98,000 106,157 8,157 106,786
5,300 6,218 918 5,882
1,000 - (1,000) -
104,300 112,375 8,075 112,668

- 1,200 1,200 -
100 200 100 30
15,000 45,604 30,604 30,004
200 938 738 893
200 938 738 893
449,600 529,605 80,005 478,962
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General Fund

Schedule of Revenues, Expenditures, and
Changes in Fund Balances - Budget and Actual - General Fund
For the Fiscal Year Ended June 30, 2018

{(With Comparative Actual Amounts for the Fiscal Year Ended June 30, 2018)

Expenditures
General Government

Governing body:
Contracted services- Board of Elections
Insurance and bonds
Travel and trainng
Miscellaneous
Total

Administration
Professional services - legal
Professional services - accounting
Salaries and wages
Payroll taxes
Employee Benefits
Office supplies
Travel and Training
Telephone
Website services
Vehicle expense
Postage
Printing and copying
Maintenance and repairs-equipment
Legal advertising
insurance and bonds
Dues and subscriptions
Miscellaneous
Engineering services
Capital outlays
Retirement Expense
Group insurance
Capital outlay
Total

Finance:
Professional services - audit
Professional services - accounting
Investment fees
Insurance and bonds
Miscellaneous
Total

Schedule 1
{continued)

2019 2018
Variance
Positive

Budget Actual {Negative) Actual
$ 2400 - $ 2400 % 1,867
2,100 1,838 262 3,897

600 - 600 -

300 39 261 -
5,400 1,877 3,523 5,764
18,000 19,353 {(1,353) 12,000
3,400 3,054 346 7,212
54,500 52,260 2,240 54,662
4,500 4,309 191 5,814

2,100 2,029 71 -
5,000 1,864 3,136 5,407

3,200 2,913 287 -
3,600 1,838 1,762 2,388
2,400 1,328 1,072 756
6,200 3,405 2,795 3,997
5,000 3619 1,381 3,309

600 25 575 -
600 - 800 753
1,200 433 767 456
4,400 3,689 711 201
4,600 6,466 (1,8686) 1,169
6,000 769 5,231 1,701
7,600 7,217 383 100
2,000 - 2,000 1,661

1,000 708 292 -
- - - 1,408

25,000 - 25,000 -
160,800 115,279 45 621 102,994
8,200 6,200 - 5,289
14,000 12,885 1,315 6,900
800 160 640 106
300 263 37 585
21,300 19,308 1,892 12,970

34
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General Fund

Schedule of Revenues, Expenditures, and
Changes in Fund Balances - Budget and Actual - General Fund
For the Fiscal Year Ended June 30, 2019

(With Comparative Actual Amounts for the Fiscal Year Ended June 30, 2018)

Expenditures (continued):
General government (continued)
Public buildings:

Electricity

Fuel oil/gas

Departmental supplies

Street Lighting

Repairs and maintenance - buildings
Repairs and maintenance - grounds

Insurance and bonds
Beautification committee
Virginia Mills property clean-up
Miscellaneous
Capital Outlays

Total

Total General Government

Public Safety:
Fire hydrant installation

Contracted services - animal control

Total Pubtlic Safety

Environmental Protection:
Stormwater management
Total Environmental protection

Streets and Highways:
Street lighting
Street signs
Sireet repairs and maintenance
Total Environmental protection

Cuitural and Recreational:
Salaries and wages
Payroll taxes
Casual labor/temporaries
Baillfield lighting
Maintenance and repairs
Mowing and grading
Departmental supplies
Miscellaneous
Capital Outlay - Ball field

Total Cultural and Recreational

Schedule 1
{continued)

2019 2018
Variance
Positive
Budget Actual (Negative) Actual
$ 3,000 2280 % 720 5,562
1,200 495 705 419
800 154 448 -

- - - 232
3,000 1,224 1,776 1,395
7,200 3,542 3,658 3,057
1,600 1,400 200 2,924

300 - 300 -

30,000 - 30,000 -
400 120 280 -
2,000 - 2,000 -
49,300 9,215 40,085 13,589
236,900 145679 91,221 135,317
5,500 - 5,500 -
27,000 26,472 528 -
32,500 26,472 6,028 -
8,000 886 5,114 -
6,000 886 5114 -
2,400 1,749 651 2,237
500 - 500 -
6,000 - 6,000 -
8,800 1,749 7,151 2,237
11,000 10,634 366 -

800 800 - -

300 25 275 -
1,500 935 565 1,185
4,800 751 4,049 250
6,000 5,325 675 8,745
1,500 1,351 149 -
3,300 44 3,256 -
4,600 2,698 1,902 -

33,800 22,563 11,237 10,180
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General Fund (continued)
Schedule of Revenues, Expenditures, and
Changes in Fund Balances - Budget and Actual - Generai Fund
For the Fiscal Year Ended June 30, 2019
(With Comparative Actual Amounts for the Fiscal Year Ended June 30, 2018)

2019 2018
Variance
Positive
Budget Actual (Negative) Actual
Total Expenditures $ 318100 $ 197349 § 120751 § 147,734
Revenues Over (Under) Expenditures 131,500 332,256 200,756 331,228
Other Financing Sources (Uses} - - - -
Fund Balance Appropriated
Reserve for contingencies - - - -
Reserve for new town hall {122,500) - 122,500 -
Reserve for storm damage {9,000) - 9,000 -
Total Fund Balance Appropriated {131,500) - 131,500 -
Net change in fund balance $ - 332,256  $ 332,256 331,228
Fund balance - beginning 3,343,968 3,012,740
Fund balance - ending $3,676,224 $3,343,968
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Town of Swepsonville, North Carolina Schedule 2
Propietary Fund Type - Water and Sewer Fund
Schedule of Revenues and Expenditures
Budget and Actual (Non-GAAP)
For the Fiscal Year Ended June 30, 2019
(With Comparative Actual Amounts for the Fiscal Year Ended June 30, 2018)

2019 2018
Variance
Positive
Budget Actual (Negative) Actual
Revenues:
Operating revenues:

Water sales $ 542000 $ 556,752 % 14,752  § 515,191
Sewer charges 420,000 462 395 42 385 433,676
Late payment charges 2,000 (105) (2,105) 12,760

System development fee income - 16,000 16,000 -
Access fees - 8,000 6,000 253,890
Total operating revenues 964,000 1,041,042 77,042 1,215,517

Nonoperating revenues:

Interest on investments 9,600 25,398 15,798 19,840

Sales tax refunds 1,000 - {1,000) -
Miscellaneous income 1,200 23,735 22,535 10,650
Total nonoperating revenues 11,800 49,133 37,333 30,590
Total revenues 975,800 1,090,175 114,375 1,246,107

Expenditures:
Administration:

Consultation - accounting 5,400 3,171 2,229 11,897
Salaries and wages 48,000 46,704 1,296 33,601
Payroll taxes 3,750 3,639 111 4,987

Group Insurance 1,550 1,529 21 -

Casual labor - contributed services 1,000 700 300 -
Office Supplies 1,000 834 166 2,168
Engineering services 6,000 2,244 3,756 8,570

Permits and licenses 2,600 1,001 1,589 -

Travel and training 500 160 340 -
Vehicle expense 2,600 1,816 784 2,322
Insurance and bonds 3,800 3,414 486 6,820
Dues and subscriptions 900 1,225 {325) 3,060
Miscellanecus 1,000 - 1,000 337
Total 78,200 66,437 11,763 73,762

Finance:

Salaries and wages 22,400 20,582 1,818 28,571
Payroll taxes 1,800 1,667 133 1,271

Retirement expenses 1,350 1,294 56 -

Contracted services-meter reading 2,000 - 2,000 -
Audit 5,100 5,100 - 5,461
Office Supplies 1.800 741 1,058 396
Postage 3,000 2,101 899 2,751
Bookkeeping and accounting 7,200 4,600 2,600 6,005
Software subscription service 5,000 3,184 1,816 3,680
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Town of Swepsonville, North Carolina Schedule 2
Propietary Fund Type - Water and Sewer Fund {continued)
Schedule of Revenues and Expenditures
Budget and Actual (Non-GAAP)
For the Fiscal Year Ended June 30, 2019
(With Comparative Actual Amounts for the Fiscal Year Ended June 30, 2018)

2019 2018
Variance
Positive
Budget Actual (Negative) Actual
Expenditures {continued):
Telephone $ 1500 $ 788 % 712 % 9.00
Travel and training 1,600 - 1,800 -
Bank service charges 600 334 266 574
Insurance and bonds 300 263 37 659
Miscellaneous 1,000 - 1,000 -
Group insurance - - - 938
Total 54,650 40 654 13,996 50,325
Water distribution and maintenance
Salaries and wages 15,300 15,704 (404) -
Payroll taxes 1,200 1177 23 -
Meter replacements 8,200 2,562 5,638 984
Water purchased for resale 310,000 260,539 49,461 328,950
Confracted services-water testing 600 143 457 1,285
Travel and training 1,000 - 1,000 -
Departmental supplies 6,000 3,876 2,124 4,006
Repairs and maintenance 40,000 31,941 8,058 48,990
Total 382,300 315,942 66,358 382,215
Waste collection and freatment
Salaries and wages 15,300 14,144 1,156 24,690
Payroll taxes 1,200 1,177 23 1,825
Electricat power 12,000 12,595 {595) 6,582
Telephone 1,400 - 1,400 -
Fuel QillGas 1,000 575 425 1,824
Departmental supplies 1,000 675 325 -
Repairs and maintenance 55,000 67,214 {12,214) 2,404
Insurance and bonds 1,600 1,400 200 2,923
Miscellaneous 1,000 60 940 -
Bulk treatment 461,150 440,517 20633 265,722
Total 550,650 538,357 12,293 305,970
Budgetary appropriations:
Reserve for contingencies - - - -
Capital outlays 10,000 3,636 6,364 32,632
Total 10,000 3,636 6,364 32,632
Total Expenditures 1,075,800 965,026 110,774 844 904

Revenues over (under) expenditures {100,000) 125,149 225,149 401,203
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Propietary Fund Type - Water and Sewer Fund
Schedule of Revenues and Expenditures
Budget and Actual (Non-GAAP)

For the Fiscal Year Ended June 30, 2018

Schedule 2
(continued)

Other financing sources (uses):
Appropriated fund balance $ 100,000
Transfer to Capital Reserve Fund -

Revenue and other sources over (under)
expenditures and other uses $ -

Reconciliation of modified
accrual basis to full accrual basis:

Revenues and other sources over
expenditures and other uses

Reconciling items:
Capital outlay
Pepreciation and ameortization
Transfer to Capital Reserve Fund
Decrease (increase) in accrued vacation payable

Total reconciling items
Change in net position

2019 2018
Variance
Positive
Budget Actual {Negative) Actual
$ - $ (100,000) $ -
(16,000) (16,000)
100,000 (16,000) {116,000) -
$ 109149 $ 109,149 $ 401,203
$ 109,149 $ 401,203
3,636 32,632
(109,085) {108,393)
16,000 -
298 (840)
{89,131} (76,601)
$ 20,018 3 324,602
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Capital Reserve Fund - Sysiem Development Fees
Schedule of Revenues, Expenditures and
Changes in Fund Balances - Budget and Actual
From Inception and For the Fiscal Year Ended June 30, 2019
{With Comparative Actual Amounts for the Fiscal Year Ended June 30, 2018)

2019 2018
Variance
Positive
Budget Actual (Negative) Actual
Expenditures
Capital outlay improvements $ 16,000 § - $ (16,000) % -
Capital outlay equipment - ‘ - - -
Total Expenditures 16,000 - {16,000) -
Revenues over expenditures {16,000} - 16,000 -
Other financing sources (uses)
Transfer to Water and Sewer Fund - - - -
Transfer from Water and Sewer Fund 16,000 16,000 - -
Revenues and other sources
over (under) expenditures $ - 16,000 $ 16,000
Fund balance, beginning - -
Fund balance, ending $ 16,000 $ -
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