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Independent Auditors' Report

To the Honorable Mayor and
Members of the Board of Aldermen
Town of Dallas, North Carolina

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the business-fype
activities, each major fund, and the aggregate remaining fund information of the Town of Dallas, North Carolina
as of and for the year ended June 30, 2020, and the related notes to the financial statements, which collectively
comprise the Town of Dallas, North Carolina’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.

Auditors’ 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 from 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 entify’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 the accounting policies used and the
reasonableness of significant accounting estimates made by management, as well as evaluating the overall
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, 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 Town of Dallas, North Carolina, as of June 30, 2020, and the respective
changes in financial position, and, where applicable, cash flows thereof and the respective budgetary comparison
for the General Fund and the CDBG Grant Fund for the yeat 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, the Local Government Employees’ Retirement Systems Schedules of the Proportionate
Share of the Net Pension Liability (Asset) and Contributions 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 5~13 and 60-63, be presented to supplement the basic financial
statements. Such information, although not a part of the basic financial statements, is required by the
Governmental Accounting Standards Board, who considers it to be an essential part of financial reporting for
placing the basic financial statements in an appropriate operational, economic, or historical context. 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
respotses to our inquiries, 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.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comptise the Town of Dallas, North Carolina’s basic financial statements. The combining and individual fund
financial 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 combining and individual fund financial statements, budgetary schedules and other schedules are the
responsibility of management and were derived from, and relate directly to, the undetlying accounting and other
records used to prepare the basic financial statements. Such information has been subjected to the auditing
procedures applied in the audit of the basic financial statements, and certain additional procedures, including
comparing and reconciling such information directly to the underlying accounting and other records used to
prepare the basic financial statements, or to the basic financial statements themselves, and other additional
procedures in accordance with auditing standards generally accepted in the United States of America. In our
opinion, the combining and individual fund financial statements, budgetary schedules and other schedules are
fairly stated in all material respects in relation to the basic financial statements as a whole.




Other Reporting Required by Government Auditing Standards

In accordance with Governiment Auditing Standards, we have also issued our report dated December 21, 2020 on
our consideration of the Town of Dailas, North Carolina’s internal control over financial reporting and on our
tests of its compliance with certain provisions of laws, regulations, contracts, grant agreements and other matters.
The purpose of that report is to describe the scope of our testing of infernal control over financial reporting and
compliance, and the results of that testing, and not to provide an opinion on the effectiveness of the Town of
Dallas, North Catolina’s internai control over financial reporting or on compliance. That repott is an integral part
of an audit performed in accordance with Government Auditing Standards in considering the Town of Dallas,
North Carolina’s internal control over financial reporting and compliance,

P Wy TV

Morganton, North Carolina
December 21, 2020
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Management's Discussion and Analysis

As management of Town of Dallas, we offer the readers of Town of Dallas’ financial statements this narrative
overview and analysis of the financial activities of Town of Dallas for the fiscal year ended June 30, 2020. We
encourage readers to read the information presented here in conjunction with the additional information that we
have furnished in the Town’s financial statements, which follow this narrative,

Financial Highlights

*  The assets and deferred outflows of resources of Town of Dallas exceeded its liabilities and deferred
inflows of resources at the close of the fiscal year by $26,186,569 (net position).

o The Town's total net position increased by $776,945.

»  As of the close of the current fiscal year, Town of Dallas' governmental funds reported combined ending
fund balances of $4,377,117, with a net increase of $519,845 in fund balance. Approximately 8.67% of
this total amount, or $379,485, is non-spendable or restricted.

s Atthe end of the current fiscal year, unassigned fund balance for the General Fund was $2,169,321, or
61.33 percent, of total General Fund expenditures for the fiscal year.

+ Town of Dallas' total debt increased by $152,282 (2.49%) during the current fiscal year. The key factor
in this increase was the issuance of capital leases.

+ The Town’s total capital assets (net of accumulated depreciation) increased by $137,792 (.68%) during
the current fiscal year. The key factor in thi\s increase is the acquisition of capital assets.

Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to Town of Dallas’ 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 statemenis (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 Town of Dallas,




Required Components of Annual Financial Report

Figure 1
Management’s Basic
Discussion and Financial
Analysis Statements
Government-wide Fund Notes to the
Financial Financial Financial
Statements Statements Statements
Summary --- - > Detail

Basic Financial Statements

The first two statements, on pages 14 through 16, in the basic financial statements are the Government-wide
Iinancial Statements. They provide both short and long-term information about the Town’s financial status.

The next statements, on pages 17 through 26, 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 North Carolina 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’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’s net position and how they have 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’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’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 Town charges customers to provide. These include the
water and sewer and electric services offered by Town of Dalias.

The government-wide financial statements are on pages 14 through 16 of this report.
Fund Financial Statements

The fund financial statements (see Figure 1) provide a more detailed look at the Town’s most significant
activities, A fund is a grouping of related accounts that is used to maintain contro! over resources that have been
segregated for specific activities or objectives. Town of Dallas, 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 Town of Dallas
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 Town’s basic services are accounted for in
governmental funds, These funds focus on how assets can readily be convetted 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 which provides a shorf-term spending
focus, As aresult, 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 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,

Town of Dallas 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, the management of the Town,
and the decisions of the Board about which setvices 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 - Town of Dallas has one type of proprietary fund. Enterprise Funds are used to repott the
same functions presented as business-type activities in the government-wide financial statements. Town of Dallas
uses enterprise funds to account for its water and sewer activity and for its electric 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 {o a full
understanding of the data provided in the government-wide and fund financial statements. The notes to the
financial statements begin on page 27 of this report.

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

The individual fund statements and schedules are presented immediately following the required supplementary
information on pensions. Individual fund statements and schedules can be found beginning on page 64 of this
report,

Interdependence with Other Entities - The Town 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. It is also subject to changes in investment earnings and asset values
associated with U.S. Treasury Securities because of actions by foreign government and other holders of publicly
held U.S. Treasury Securities.

Government-Wide Financial Analysis
Town of Dallas, Net Position

Figure 2
Governmental Business-type
Aclivities Activities Total
2020 2019 2020 2019 2020 2019
Current and other assets $4,759,650 $4,266,587 $ 7,900,082 $ 7,085,568 $12,659,733 $11,352,155
Capital assets 6,184,424 5,811,427 14,153,206 14,388,412 20,337,630 20,199,838
Deferred outflows of resources 340,613 406,936 383,984 434,869 724,597 841.805
Total assets and deferred outflows
of resources 11,284,687 10,484,950 22437272 21,908,849 33,721,960 32,393,799
Long-term liabilities outstanding 2,684,320 2,480,261 3,584,801 3,636,576 6,269,122 6,116,837
Other liabilities 364,515 396,734 781,489 375,341 1,146,004 712,075
Deferred inflows of resources 103,407 85.190 16,860 10,072 120,267 95,262
Total liabilities and deferred
inflows of resources 3,152,243 2.962.186 4,383,150 4,021,990 7,535,393 6,984,174
Net position:
Net investment in capital assets 4,489,476 4,330,295 11,331,853 11,43 1,5’55 15,821,329 15,761,850
Restricted 379,173 272,678 - - 379,173 272,678
Unrestricted 3,263,797 2,919,791 6,722,270 6,455,305 9,986,067 9,375,096
Total net position $8,132.44¢6 $7,522,764 $18,054,122 $17,886.861 $26,186,569 $25.409,623




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 Town of Dallas exceeded liabilities and deferred inflows by $26,186,569 as
of June 30, 2020. The Town’s net position increased by $776,945 for the fiscal year ended June 30, 2020.
However, a large portion of net position {60.4) reflects the Town’s net investment in capital assets (e.g., land,
buildings, machinety, and equipment). Town of Dallas uses these capital assets to provide services to citizens;
consequently, these assets are not available for future spending. Although Town of Dallas’ 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 Town of Dallas’ net position, $379,173 represents resources that are subject to external restrictions on
how they may be used. The remaining balance of $9,986,067 is unrestricted.

Revenues:
Program revenues:
Charges for services
Operating grants and contributions
‘Capital grants and contributions
General revenues:
Property taxes
Other taxes
Unrestricted investiment earnings
Other
Total revenues

Expenses:
General government
Public safety
Transportation
Economic and physical development
Environtental protection
Cultural and recreational
Interest on long-term debt
Water and sewer
Blectric

Total expenses

Increase {decrease) in net position before
transfers

Transfers
Increase (decrease) in net posilion

Net position, beginning
Increase (decrease) in net position
Net position, ending

Town of Dallas, Changes in Net Position
Governmental Business-type
Activitics Activities Total

2020 2019 2020 2019 2020 2019

$ 614,597 § 552,754 $11,400,203 $12,131,251 $12,014,800 $12,684,005

191,150 130,112 - - 191,150 130,112
35,779 11,842 179,684 5,000 215,463 16,842
1,378,646 1,199,119 - - 1,378,646 1,199,119
837,279 851,553 - - 837,279 851,553
91,080 123,935 10,482 16,662 101,561 140,597
35,985 120,067 98,349 62,125 134334 182,192

3,184,516 2,989,382 11,688,718 12,215,038 14,873,233 15,204,420

577,001 560,700 - - 577,001 560,700
1,892,697 1,687,804 - - 1,892,697 1,687,804
395,203 398,689 - - 395,203 398,689
9,761 20,301 - “ 9,761 20,301
436,470 413,478 . - 436,470 413,478
332,006 324,801 . “ 332,006 324,801
67,428 61,426 100,634 109,891 168,062 171,317

- - 2,883,072 2,625,936 2,883,072 2,625,936

- - 7,402,016 7,391,665 7,402,016 7.391.665
3,710,567 3.467.199 10,385,722 10,127,492 14,096,288 13,594,691
(526,051} (477,817) 1,302,996 2,087,546 776,945 1,609,728
1,135,733 915,733 (1,135,733) {915,733) - -

$ _609.682 $ 437,916 $ 167263 $ 1171812 $ 776,945 $ 1,609,728

$1,522,764 $7,084,848 $17,886,859 $16,715,048 $25,409,623 $23,799,896
609,682 437916 167,263 1,171,812 776,945 1,609,728
$8,132 446 $7,522,764 $18.,054.122 $17,886,859 $26,186,569 $25,409,624




Governmental Activities, Governmental activities increased the Town's net position by $609,682. Key elements
of this increase are as follows:

. Increase in charges for services and other taxes,

. Increase in property tax revenue,

. Expenses increased slightly, mainly due to Public Safety expenses.

. Transfers increased by $220,000.

Business-type Activities. Business-type activities increased Town of Dallas' net position by $167,263. Key
elements of this increase are as follows:

Capital grants increase of $174,000,

Charges for services decreased, mainly due to a decrease in true up revenue.
Expenses increased slightly.

Transfers increased by $220,000.

L] * > *

Financial Analysis of the Town’s Funds

As the Town completed the year, its governmental funds (as presented in the balance sheet) reported a combined
fund balance of $4,377,117, which is higher than last year’s total of $3,857,272, Included in this change in fund
balance is an increase in the General Fund balance of $319,322. The primary reasons for the increase mirror the

governmental activities analysis highlighted on page 10,

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

Governmental Funds. The focus of Town of Dallas' governmental funds is to provide information on near-term
inflows, outflows, and balances of usable resources. Such information is useful in assessing Town of Dallas’'
financing requirements,

The General Fund is the chief operating fund of Town of Dallas, At the end of the current fiscal year, Town of
Dallas’ fund balance available in the General Fund was $2,850,784, while total fund balance reached $3,171,060,
The Governing Body of Town of Dallas has determined that the Town should maintain an available fund balance
of no less than 30%, with a target of 50%, of General Fund expenditures in case of unforeseen needs or
opportunities, in addition to meeting the cash flow needs of the Town. The Town currently has an available fund
balance of 80.60 percent of General Fund expenditures, while total fund balance represents 89.65 percent of that
same amount,

At June 30, 2020, the governmental funds of Town of Dallas reported a combined fund balance of $4,377,117,
with a net increase in fund balance of $519,845. Included in this change in fund balance are the following
increases (decreases);

General Fund:

General Fund $319,322

Other funds: ,
CDBG Grant Fund 4,958
Non-Major Funds 195,564
$519.845

Budgetary Highlights

The Town adopted a series of budget amendments during the course of the fiscal year, as approved by the Board of
Aldermen; applying to both the General Fund, as well as the Proprietary, or “Enterprise” Funds,

10




General Fund

There were three amendments in the General Fund in fiscal year 2019-20. In the Streets/Solid Waste Department,
there was an amendment for a revised quote on the Solid Waste Truck that was financed, In the Police Department,
there was an amendment for a new, part-time code enforcement officer, In the Recreation Department, there was an
amendment for a donation to the Dallas Boys and Girls Club, There were two amendments in the Economic
Development Fund: an amendment for Town of Dallas signage at both 321 off ramps and another for the purchase
of property at 208 N, Holland Street. :

Proprietary Funds
In the Water Fund, there was a budget amendment for engineering services on Dallas Cherryville Highway.

In the Electric Fund, there were three budget amendments: (1) for Duke Energy charges for Lee Nuclear Plant, (2)
Completion of the park road substation and (3) appropriation of Duke Energy True Up Revenue.

T.0.P, T.LE.R. Fund

There was one amendment to account for the North Carolina Downtown Revitalization Grant.

1

Capital Assets and Debt Administration

Capital Assets, Town of Dallas' investment in capital assets for its governmental and business type activities as of
June 30, 2020, totals $20,337,630 (net of accumulated depreciation). These assets include buildings, roads and
bridges, land, machinery and equipment, park facilities, and vehicles.

Major capital asset transactions during the year include the following:

Purchase of land and buildings of $167,472 and some renovations of $41,949.

Various general equipment and vehicles of $501,283.

Waterline relocation of $189,152 and basin rebuild of $23,150,

Substation update of $464,936, generator of $100,000 and electric equipment and vehicles of $138,060.
Various idle equipment was disposed of,

11




































































































































































































































































































