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Management’s Discussion and Analysis

Management’s Discussion and Analysis is designed to highlight important financial
matters. provide a summary ol [inancial activity. recognize changes in f{inancial
position. and identity individual fund issues or concerns. This narrative and analysis
of the Town of Summertield’s (the Town) performance through June 30. 2010 is
provided as a supplement 1o the Town's fiscal year-end financial statements. Please
read it in conjunction with the Town’s financial statements and notes to the financial
statements that follow.

OVERVIEW OF THE TOWN OF SUMMERFIELD

The Town ol Summerficld was incorporated in 1996, The Town is governed by an
clected mavor and five-member Town Council. Effective with the November 2005
election. the mayor is clected every two years directly by the voters. Council members
serve four-vear staggered terms. A voter referendum in 2007 changed the form of
government tfrom Mayor/Council to Council/Manager. In addition to the Town
Council and staff. there are many volunteer committees that serve the Town.

FINANCIAL HIGHLIGHTS

e The assets of the Town of Summerfield exceeded its liabilities at the close of
the fiscal year by $12.943.716.

e The government’s total net assets increased by $244.005. primarily due to the
construction of Phase 11 of the Summerficld Community Park and the
Summerfield Athletic Park as general fund revenues exceeded expenditures net
of capital outlays.

e As of the close of the current fiscal year. the Town of Summerfield’s
vovernmental funds reported combined ending fund balances of $7.319.256. a
decrease of $2.029.382 from the prior vear. Approximately ninetv-one percent
ol this total amount. or $06.658.761. is available for spending at the
government’s discretion,

e At the end of the current fiscal year. unreserved fund balance for the General
Fund was $6.658.761. or 218 percent of total general fund expenditures for the
fiscal vear.

Ll



Management Discussion and Analysis
Town of Summerfield

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis are intended to serve as an introduction to Town of
Summerficld's basic linancial 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
povernment-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 undersianding of the financial condition of the Town of
Summertield.

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




Management Discussion and Analvsis
Town of Summerfield

Basic Financial Statements

The tirst two statements {I:xhibits 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 financtial status.

The next statements (Exhibits 3 through 3) are Fund Financial Statements. These
statements focus on the activities ot the individual parts of the Town government and
provide more detall than the government-wide statements. There are two parts to the
Fund Financial Statements: 1) the governmental fund statements. and 2) the budgetary
comparison statements.

The next scction of the basic financial statements is the Notes to the Financial
Statements.  The notes explain in detail some of the data contained in those
statements.  After the notes. supplemental information is provided to show details
aboul the Town's individual funds. Budgetary information required by the General
Statutes also can be found in this part of the stalements.

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 assets and how they have
changed. Net assets are the difference between the Town's total assets and total
liabilities. Measuring net assets is one way to gauge the Town's financtal condition,

The Statement o’ Net Assets includes all of the Town’s assets and liabilities and
provides information about the amounts invested in capital assets and the obligations
to the Town’s creditors. The statement is presented in the format where assets, minus
liabtlities. equals “"Net Assets™. formerly known as equity. It also provides a basis of
assessing the liquidity and financial flexibility of the Town. Assets and liabilities are
presented in order of liquidity. and are classified as “Current”™ (convertible into cash
within one vear). and “Non-current”. The focus of the Statement of Net Assets (the
“Unrestricled Net Assels™) is to present the net available liquid (non-capital) assets.
net of liabilities, for the entire Town. Net Assets are reported in three broad
categories:

Net Assets. Invested in Capital Assets consists of all capital assets net of
depreciation.

Restricted Net Assets consists of restricted assets. when constraints are placed
on the asset by creditors (such as debt covenants). grantors. contributors. laws.
regulations. etc.
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Management Discussion and Analysis
Town of Summerfield

Unresiricted Net Assets consists of those asscts that do not meet the definition
ol *Net Assels Invested in Capital Asscts. Net of Related Debt”. or "Restricted
Net Assets’.

The Statement of Revenues. Expenditures. and Changes in Fund Balance (comparable
to an Income Statement) includes Revenues. such as ad valorem taxes and investment
earnings. and Expenditures. such as general government and planning and zoning.
The Tocus of this statement is the “Change in Fund Balance™. which is similar to Net
Income or Loss.

Fund Financial Statements: The fund financial statements (see Figure 2) 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 control over resources that have been
segregated for specific activilies or objectives. The Town of Summerfield. like all
other governmental entitics in North Carolina. uses fund accounting to ensure and
refleet compliance (or non-compliance) with (inance-related legal requirements. such
as the General Statutes or the Town's budget ordinance. All of the funds of the Town
of Summerfield can be divided into one category: governmental funds.

Governmental Funds — Governmental funds are used to account for those functions
reported as governmental activities in the government-wide financial statements. All
of the Town of Summerfield’s basic services are accounted for in governmental funds.
These funds focus on how assets can readily be converted into cash. and what monies
are available at vear-end for spending in the subsequent 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 in determining if there are more
or less financial resources available to finance the Town's programs. The relationship
between governmental activities (reported in the Statement of Net Assets and the
Statement of Activities) and governmental funds is described in a reconciliation that 1s
a part of the fund financial statements.

The Town of Summerficld 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 Council about which services to provide and how to pay for those services. The
budget also authorizes the Town to obtain {unds from identified sources to finance
current period activitics. 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 Council: 2) the linal budget as amended by the Council: 3) the actual
resources. charges to appropriations. and ending balances in the General Fund: and 4)
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Management Discussion and Analysis
Town of Summerfield

the difference or variance between the final budget and the actual resources and
charges. To account for the difference between the budgetary basis of accounting and
the modified accrual basis. a reconciliation showing the differences in the reported
activities is shown at the end of the budgetary statement.

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 pages 18-28 of this
report.

Government-Wide Financizal Analysis

The Town of Summerfield’s Net Assets

Figure 2
2010 2009

Current and other assets $ 7674054 § 9476796
Capital assets 5.642.052 3,363,558
Total assets 13,316,106 12.840.354
Long-term liabilities cutstanding 18,877 17,404
Other ligbilities 353,513 123239
Total liabilities 372,390 140,643

Net assets:
Invested in capital assets 5,642,052 3,363,558
Restricted 3528 5119
Unrestricted 7.298,136 9,331.034
Total net assets $ 12943716 3 12699711

As noted earlier. net assets may serve over time as one useful indicator of a
government’s financial condition. The assets of the Town of Summerficld exceeded
liabilities by $12.943.716 as of June 30. 2010. The Town’s net assets increased by
$244.003 for the fiscal vear ended June 30. 2010: however, a portion (43.59%) of total
net assets reflects the Town's investment in capital assets (e.g. land. buildings.
machinery. and cquipment). The Town of Summerfield uses these capital assets to
provide services to citizens: consequently. these assets are not available for future
spending.  An additional portion of the Town of Summerlield’s net assets totaling
$3.528 represents resources that are subject to external restrictions on how they may
be used. The remaining balance of $7.298.136 1s unrestricted.



Management Discussion and Analysis
Town of Summerfield

Town of Summerfield Changes in Net Assets

Figure 3

2010 2009
Revenues-
Program revenues
Charges for services 20,244 16.083
Onperating granls and contributions 1.192 4,855
Capilal grants and contributions 116.740 270,385
General revenues
Property laxes 26.589 436.879
Intergovernmenlal allocations 475.556 520,338
Other laxes and licenses 13.585 13.210
Investmenl Earmings 365,729 382,213
Qither 3.385 621
Tolal revenues 1.023.020 1,744 684
Expendilures
General government 348517 351.818
Public safely 17,038 22,392
Planning and zoning 193,407 164,823
Transporiation 6.000 -
Cammunity Relalions 27.975 25668
Hislorical Commission 2.B86 3.810
Culture and recreation 183,191 151.692
Tolal expenses 779.015 720.203
Increase in net assels 244 005 1,024,481
Net assets, July i 12 699,711 11,675,230
Nel assets. June 30 12,943 716 12,669,711

Governmental activitics - Governmental activities increased the Town's net assets by
$244.055. thereby accounting for the total growth in the net assets of the Town of
Summerfield. Several particular aspects of the Town's financial operations affected
the growth:

e The Town of Summerfield did not levy an ad valorem property tax for the
fiscal year ended June 30. 2010 in comparison to $.035 per $100 of assessed
value for the fiscal vear ended June 30. 2009, $.039 for the fiscal years ended
June 30. 2008 and 2007. $.05 for the fiscal year ended June 30. 2006, and
$.105 for the fiscal vear ended June 30. 2005.

e With the enactment of a property tax in the fiscal year ended June 30. 2005, the
Town was once again participating in safes tax revenue sharing with Guilford
County and other local municipalities in the liscal year ended June 30. 2006.
The drop in the property tax rate in the fiscal year ended June 30. 2009,
increases in the rates of other municipalities. and the current economic

. 8-



Management Discussion and Analyvsis
Town of Summerfield

downturn resulted in the Town receiving $93.741 in the current fiscal vear in
comparison o approximately $120.249 in the prior fiscal vear.

e Despite a continued decline in investment rates during the current fiscal vear
and despite a reduced fund balance. the pursuit of long-term investments
without early withdrawal penalties several years ago contributed to only a
4.31% reduction in investment earnings from the prior year.

e Capital grants and contributions decreased as Summerfield Community Park
(SCP) was completed during the current fiscal year. Parks and Recreation
Trust Fund amounts received in the current fiscal vear were $61.4935 in
comparison to $293.930 in the prior fiscal vear.

Financial Analysis of the Town’s Funds

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

Governmental Funds - The focus of the Town of Summerficld’s governmental funds
is 1o provide information on near-term inflows. outflows. and balances of usable
resources.  Such information is usetul in assessing the Town of Summerfield’s
financing requirements.  Specificallv. unreserved fund balance can be a useful
measure of a government’s net resources available for spending at the end of the fiscal
vear.

The general fund is the chief operating fund ol the Town of Summerfield. At the end
of the current fiscal vear. unreserved fund balance of the General Fund was
$6.638.761. while total fund balance was $7.319.236. a 21.71% decrease lrom the
prior year. As a measure of the general fund’s liquidity. it may be useful to compare
both unreserved fund balance and total fund balance to total fund cxpenditures.
Unreserved fund balance represents 218 percent of total General Fund expenditures
while total fund balance represents 240 percent of that same amount.

General Fund Budgetary Highlights: During the fiscal vear. the Town revised the
budget on several occasions.  Generally. budget amendments fall into one of three
categories: [y amendments made 1o adjust the estimates that are used to prepare the
original budget ordinance once exact information is available. 2} amendiments 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.

CAPITAL ASSET AND DEBT ADMINISTRATION
Capital Assets
The Town of Summerfield’s investment in capital assets for its governmental activities

as of June 30. 2010. totals $5.642.052 (net of accumulated depreciation). These assets
include buildings. land. machinery. and equipment.

_ Q.



Management Discussion and Analysis
Town of Summerfield

Major capital asset transactions during the year included the following:

o The completion of Phase 11 and small project construction at the Summerfield
Community Park in the amount of $124.535

e The continuing construction ol active recreation facilities at the Summerfield
Athletic Park (SAP) in the amount of $2.216.229

¢ The construction of a rain garden in Phase Il of SCP with the assistance of a
$5.000 grant from the North Carolina Department of Environment and Natural
Resources

s Annual depreciation expense of $75.416

Town of Summerfield’s Capital Assets
Figure 4

(net of depreciation)

Governmental Governmenial
Activities Activities
2010 2009
Land 1,350,385 1.350.385
Buildings and improvements 403,264 306.514
Land improvements 1,320,441 497 219
Vehicles 2.220 4.256
Office Furniture and Equipment 69,172 46,158
Construction in progress 2,496,570 1,159.026
Total 5,642,052 3,363,558

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

Debt Administration

For the fiscal vears ended June 30. 2010 and June 30. 2009. the Town of Summerticld
had no debt outstanding.

- 10-



Management Discussion and Analysis
Town of Summerfield

ECONOMIC FACTORS AND NEXT YEAR’S BUDGETS AND RATES

The following key economic indicators and budget highlights reflect the growth and
prosperity of the Town of Summertfield for the fiscal year ending June 30. 2011:

e The Town will once again levy a property tax of $.035 per 3100 of assessed
value for the fiscal year ending June 30. 2011. A slight decrease of less than
one percent is expected in the tax base as motor vehicle values are anticipated
to decline for the second vear in a row.

e Investment earnings are onhy projected to decrease by approximately $3.729 as
a result ol'a reduction in fund balance as parks and recreation construction
continues.

¢ The Town will use a combination of revenues and Iund balance to finance
programs currently in place and to construct facilities for parks and recreation.

e Despite a budgeted use of $69.189 ot fund balance during the fiscal year
ending June 30. 2011. fund balance will remain over $7.2 million and over
600% of estimated general fund expenditures excluding parks and recreation
capital outlay.

o The Town will continue to receive a private foundation parks and recreation
grant of $50.000.

e Budgeted expenditures in the General Fund are expected to decrease from
$3.056.036 to $1.429.089 with the completion of SCP in the current fiscal year
and the construction of SAP nearing completion.

¢ Encumbered amounts of $509.067. primarily related to SAP construction.
remained at June 30. 2010 requiring a budget amendment in the next fiscal
vear to the budgeted expenditures referenced above.

REQUESTS FOR INFORMATION

This report is designed to provide an overview of the Town ol Summerfield’s finances
for those with an interest in this area. Questions concerning any of the information
found in this report or requests for additional information should be directed by mail
to the Town Manager. Michael Brandt. Town of Summertield. Post Office Box 970.
Summerfield. NC 27358, by telephone at (336) 643-8055. or by e-mail at
mbrandt@summertieldgov.com.

-11-



Town of Summerfield
Statement of Net Assets
June 30, 2010

ASSETS

Current assets:
Cash and investments
Receivables:
Taxes receivable (net)
Accounts receivable (net)
Due from other governments
Prepaid Items

Total current assets

Capital assets:
Land and other nondepreciable assets
Other capital assets, net of depreciation

Total capital assets
Total assets

LIABILITIES

Current liabilities:
Accounts payable and accrued liabilities

Long-term liabilities:
Due within one year

Total liabilities

NET ASSETS

Invested in capital assets
Restricted
Unrestricted

Total net assets

The notes to the financial statements are an integral part of this statement.
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Exhibit 1

Governmental
Activities

7,524,869

1,285
6,725
139,536
1,639

7,674,054

3,846,955
1,795,097

5,642,052

13,316,106

353,513

18,877

372,390

5,642,052
3,528
7,298,136

12,943,716




Town of Summerfield
Statement of Activities
For the Year Ended June 30. 2010
Exhibit 2

Net Expense
(Revenue} and

Changes in !
Program Revenues Net Assets :
Onperating Capital Grants
Charges for Grants and and Governmental
Functions/Programs Expenses Services Contributions Contributions Activities
FPrimary Government.
Governmental Activities:
Genera!l government 348577 348.517
Public safety 17,039 17,038
Pianning and zoning 193 407 10,830 182.477
Transportation 6,000 6.000
Community relations 27,875 200 27775
Historical commission 2,886 2 886
Cultural and recreation 183,191 9,314 g2 116,740 56,145
Totai Governmental Activities 779,015 20.244 1.192 116.740 640.832
General revenues
Ad valcrem taxes 256.588
Other taxes and licenses 13,585
Unrestricted intergovernmental allocations 475,558
invesiment earnings. unrestricted 365,729
Miscellaneous 3,385 :
Total General Revenues 884,844
Change 1n net assets 244 005 :
Net assets - beginning 12,898,711
Net assats - ending 12.843.715

The noles le the financial statements are an integral part of this stalement.
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Town of Summerfieid, North Caroclina
Balance Sheet
Governmental Fund
June 30, 2010

General Fund

Assets

Cash and investments
Taxes receivable {nat)
Accounts receivable (net}
Due from other governments
Prepaid items

Total Assets

Liabilities and Fund Balance

Liabiliies:
Accounts payable and accrued liabilities
Unearned revenue

Total Liabilities

Fund Balance

Reserved:
Reserved for encumbrance
Reserved by state statuie
Reserved - other

Unreserved:
Designated for subsequent year expendifures
Designated for transportation
Undesignated

Total Fund Balance

Amounts reported for governmental activities in the
statement of net assets are different because:

Capital assets used in governmental activities are not
financial resources and therefore not reported in the
funds.

Liahilities for earned but deferred revenues in fund statements.

Some liabilities are not due and payable in the current
period and therefore are not reported in the funds.

Net assets of governmenta! activities

The notes to the financial statements are an integral part of this statement,
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Exhibit 3

Juneg 30,
2010

7,524,869
1,285
6.725

139,536
1,638

7,674,054

———

353,513
1,285

354,798

509,067
147,900
3,528

68,169
50,000

6,538,572

7,319,256

5,642,052

1,285

(18.877)
12.943 716




Town of Summerfieid, North Carolina
Statement of Revenues, Expenditures, and
Changes in Fund Balances
Governmental Fund Types
For the Fiscal Year Ended June 30, 2010

Revenues
Ad valorem taxes
Other taxes and licenses
Unrestricted intergovernmental revenues
Restricted intergovernmental revenues
Fees and permits
Investment earnings
Grants
Miscellaneous

Total Revenues
Expenditures
Current operating:
General government
Public safety
Planning and zoning
Transportation
Historical commission
Community relations
Culture and recreation

Total Expenditures

Net Change in Fund Balance

Fund Balance, Beginning of Year

Fund Balance, End of Year

The notes to the financial statements are an integral part of this statement.
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Exhibit 4

Governmental
Fund Types

General
Fund

June 30, 2010

30,223
13,585
475,556
61,485
10,830
365,729
55,245
13,891

1,026,654

345,096
17,039
193,101
6,000
1,767
27,975
2,465,058

3,056,036

(2,029,382)

9,348,638

7,319,256




Town of Summerfield, North Carolina
Statement of Revenues, Expenditures, and
Changsas in Fund Batances
Governmental Fund Types
For the Fiscal Year Ended June 30, 2010

Exhibit 4
(Continued)

Reconciliation of the Governmental Funds Statement of Revenues,
Expenditures and Changes in Fund Balance to the Statement of
Activities: )

Total net change in fund balance - governmentai funds {2,029 382)

Amounts reported for governmental activities in the statement of activities
are differant because:

Governmental funds report capital outlays as expenditures. However, in
the stafement of activities the cost of those assets is allocated over their
estimated useful lives and reported as depreciation expense.

Capital Outiays/Contributions 2,353,910
Depreciation 75,416

2,278,494

Change in deferred tax revenues {3,634)

Some expenses reported in the statement of activities do not reguire the use
of current financial resources and, therefore, are not reported as expenditures
in governmental funds:

Compensated absences (1.473)

Changes in net assets of governmental activities 244,005

The notes to the financial statements are an integral part of this statement.
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Town of Summerfield. North Carocolina
Note= to the Financlial Statements
For the Fiscal Year Ended June 30, 2010

Note 1. Summary of Significant Accounting Policies

The accounting policiez of the Town of Summerfiecld
conform  te  generally  accepted accounting  principles  as
applicable to governments. The following 1z a summary of

the more significant accounting policies:

A Reporting Entitw

The Town of Zummerfield an incorporated Town which

15 governed by an elected vor  and & filve-member Town
Council. For tfinancial reporting pu1;o,e:, the Town of
;ummmerfield includes all funads agencies, boards

commissions, and authorities wiich are controlled by or are
financially dependent upon the Town.

B. Basiz of Presentation — Fund Accounting

Government—-wide  Statements. The statement of net
assets and the statement of activities display information
about the primary government. These statements include the
financial Aactivities of the overall Jovernment .
Eliminations hawve been made to minimize the double counting
ot nt91nal activities. These cstatements distingulsh
between the governmental and LHElHP“‘—T“pQ artivities of the
Town . Governmental activities generally are financed
through intergovernments revenues  and other non-=sxchangs
transactions. Busineszs—type activities are flnanced In
whole or in part by feez charged to external parties. The
Town of Summerfield has no husiness type activities.

The Statement of activitiez prezents o COmMparison
Letween dirsct LpEnse, EyTs ploqrﬂm T for i
function of the Tuwu o ogovermmental  activitile:s Direct
expenses are thozs that are specifically aszzociated with a
program or function and. therefore, are = identitiable
to a particular function. Indirect expense allocations
that have heen mads in the fundz have been rewversed f{or the
statement of activifties. FProgram revenuses 1nclude =
and charges paid by the recipients of goods or =
offered hy the programs and (b3 grants and contributions
that are restricted to meeting the operational or ceapltal
regquirements of 2 particular program.  Fevenues that ars not
clagsified asz program revenues, including all taxes, are

pragented as general revenues.

Fund Filaspolal Statements: The fund tinancial
statements provide informstion  about Th@ Town ' = funds
Separate statements for each fund category - govermental
Fd proprielar)s - are pr&:;nfwd The Hmphaz'z aof  fund
financial sztatements i1z on mw3lor Jgovernmental  funds. A11



Town of Summerfield. North Carolina
Motes to the Financial Statements
For the Fiscal Year Ended June 30, 20160

remaining governmentsl and enterprise fund:s are aggregated
and reperted 3z nonmaior funds
The Town reportsz the folleowing major governmental fund:
General Fund. The General fund i= the gensral
cperating fund of the Town. It 1z used to acoount fmr all
financial resources except those required to be accounted
for in another fund. The primery revenue zources are state-
shared revenues.  The primary expenditures tor Culturail
and Fecreational szerwices. Flanning and _uanT and General

Government .

o Meazuremsnt Focus and Basis _of Accounting

In accordance with North Carclina Genersl Statutes. all
funds of the Town are maintained during the vear using the
modlified accrual basis of accounting,

(FOVE e~ Je g1 Froprietary Fund Financial
SEFLemen s The government-wide financial ztatements ars
reported using the economic resources messurement focus and
the accrual baszis of acoounting. Fevenuesz are IH'”Id !
when earnsd and  expenzes are  recorded  at the  time
liabilities e incurred, leq?rdlcég of when the related
cazh flows e place. hdnqe tranzactions. 1n which
the Town es (oo celves) value  without  direcctly
recelving | giving] walue in  esxchange . includs
property  taxes. drants. and donations. On an acorual
hasis, reve trom property taxes 1z recognized in the
fizcal year f[or which the taxes are levied. Revenue Irom
grants and donationz is recognized in the filscal year in
which all eligibility requirementz have bean zatisfied.

Governmentasl Fund Financlsl Stalfemenite. Gowvernmental
funds are reported using the current financial resources
measurement focuz and  the modified accrual hasisz  of

accounting. Under  thiz wmethod, rewvenuss are recognized
when meazurable and avallable Expenditures are recorded
when the related fund liability iz incurred. eweoept for
principal and interest on general long-term debt, claims
and judgments A1l compensatad albzenc=ss. which  are
recognized asz sxpe to the extent they have matured

General capital acjgulzitions  are reported az

expendlturss in governmental funde. Proceeds :
long-term debt and acguisiticons under capital leasesz are
reported az other financing sources

The Town conziders all rewvenues availlable 1f they are
collected  within %0 days  after  vyesr-end.  eucept  for
property  taxes. Add walorem ftaxes recelivable are not
accrued az revenue because the amount iz not suszceptible to
accrual . At June 30, taxes receivable are materially past

19



Town of Summerfield. North Carolina
Motes to the Financial Statements
For the Figcal Year Ended June 30, 2010

due and are not considered to be an available resource to
finance the cperstions of the current vear Alzo, a2 o
January 1, 1992, State law altered the procedures for the
aszes=ment and collectilion of property taxes on registerec
motor wvehicles in Morth Carclina. Effective with this

change in the law, Guilford County ig responsible for
billing and collecting the property taxes on reqistered

motor wvehicles on behalf of all municipalities and special
tox  disgtricts  in the  County.  including  the  Town  of
summer tisld. For moter wvehicles reglstered under  the
staggered system. property taxes are due the first day of
the fourth month after the wvehicles are registered. The
billed taxes are applicable to the fiscal vyear in which
they become duse. Therefore, the Town's wvehicle tauxes for

vehlcles registered in Guilford County from March 2009
through February 2010 apply to the fiscal year ended June

0, zolo, Incollected tawes that were hilled during this
period are zhown az a recelivable in thece financial
statementsz and are offsgset by deferred revenues. The Town
did not chalge a property tax for the fiscal wvyear ended

Sales  tamez and certain intergovernmental revenues,
litie=s franchi=ze ftax, collected and held bv
gr-end on behall of the Town ars recognicz
revenules . Intergovernmental revenuesz and A
vices are not suzceptible to accorual becaus
are not measurable until received in cas
s which are unearned at vear-end are recorded as
revenues. Under the terms of grant agreements. the
fund=s certain prograur hy a comblnation of specific
~relmbursement grants, categorical block grants, and
ral rewvenues. Thus=, wheu program oxpenses are incurred.
& are both rezstricted and unrestricted net aggets
lable to finance the pregram. It iz the Town' =z Loy
first apply cozst-reimbursement grant re
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sources to zuch
ﬁroqlq =, follaowed by categorical block grants, and then by
general revenues.

*
(0]

X permitted by qeneral 1y capted accounting
principles. the Town haz elected o apply ornly applicable
FAZE Statements :

and Interpretations issued on or hofore
E SAZE pro-
ctices for

Movewber 30 liza  that dm not  contradict
nouncements In 1ts accounting and reporting pra
1tz proprietary operations.

L. Budgetary Data




Town ol Summerfield, North Carclina
NMotes to the Financial Statements
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The Town's bhudgets are adopted as required by the North

Czrolina General Ztatut=s. An annual budget iz adopted for
t General Fund. A11 annual appropriaticons lapzs at the
fizcal-vear end. ALl budgets are prepared using the
modified accrual basiz of accounting. Expenditures may not

legally exceed appropriations at the functional level for
all annually budgeted funds and at the object level for

multi-year funds. The Finance Officer is authorized to
transfer appropriations between functional areas within a
fund; howewver . any revisions that alter the total
evpenditures ot any fund or that change functionat

appropriationz must be approved by the governing board.
Curing the wvear, =zeveral amendments to the original bodget
wels NecoZsaly. The budget ordinance must be adopted by
July 1 of the fizcal vyear. or the governing board mus=t adopt
#n interim budget that coverz that time until the annual
ordinance can be adopted.

E. Acsgets, Liabilities, and Fund Eguity

1 Depcocsite and Investments

All deposits of the Town are made in board-designated
official deposzitoriesz and are secured as required by State

law (G =, 15%-31). The Town may designate. az an official
depository. any bank or gavings association whose principal
office 1g located in lorth Carolinsg, &l=zo. the Town may
establish ftime deposit accounts such az NOW and SuperNOw
gccounts, money  market accounts. and certificates of

deposit.

State law (3.5, 153-30{c)} authorizez the Tow to
invest 1n obligationz of the United ZStates chligations
fully guaranteed both asz to principal and intersst by the
United Ztatesz; obligaticons of the Ztate of North Carolina:
bonds and notss of any Morth fdlullua local government or
public authority: obligations of certain non-guaranteed
fedsral agencies; certain high quality issues of commercial

r;‘—r

paper and bankers® acceptances and  the Morth Carolina
Capltal Management Trust (NCCMT ) . The MOCMT-Termn
FPortficolio's zecurities are walued at fair wvalue.

2. Ad VWalorem Taxes Receivable

In accordance with State law (G.S. 105-3

G.5. 15%-12({a)). the Town levies ad wvalorem ta:
property  other  than motor  wehicles  on July
teglnnlng of  the fisgcal

septomber 17 (lien daten:

untll the following January

the szzsezszed values az of N A Y
Ztate law. the Town has est chedule of discounts
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that apply to taxes fhﬁt are paid prior o the due date
In the Town' = Gen ad valorem tax revenuss are
reported net of = =. The Town did not charge 3
property tex for ar ended Juns 30, 2010.

{1

3. Allowancez for Doubtful Accounts

All recelvables that historically experiﬁn'
uncollectihle accountz are shown net of an alleowance
doubtful accounts. Traditicnally, this amcunt is estima
by analyzing the p2rcentage of recelvables that were wril
off in prior years.

_,_
ot uﬁ' =1
|1‘| |'D ﬁ

4. Capital Aggets

p

45 a part of the implementation of GASEB Statement 34,
the Town is permitted to forgoc the retroactive reporting of
gowvernmental infrastructure networks. The Town hes chosen
to do =20

L rcapitalization threshcold has been establis hed  for
furniture and equipment of 51,000, 4 capitalization
threshold has not heen established for other capital assets.
Capital assets  are depreciated using the =traight-iine
methaod cver the fullqunq estimsted useful lives.

Land improvementz., buildings. and inirsstructurs 15 te &0 years
Furniture. fixtures. egquipment. heavy equipment.
and vehicles 3 to 10 vyears
Computer equipment and softwars 3 oto & years
5. HNet Assets- Fund Balances

Net assets in government-wide statements are claszified

as invested in capital assets, net of related debt:
restricted. and unrestricted. Reztricted net agsgets
reprezent constraints Ot regources that are gither
externally imposed by creditors. grantors contributors, or

laws or regulations of other governments cr ilmposed by law
through state statute.

In the governmarl
regervations of fund bal
be appropriated or are
purpcse. Nezignations

management plans that ar

ntal fund tinancial statementsz.
ance represent amounts that cannot
legally segregated for a sgpecific
f fund bhalance represent tentative
subject to change.

D O

State law {G.3.15%9-13(bi(16)} restllcf€ appropriation
of fund balance for the subszequent vear's budget to an
amonnt not to exceed the sum of cash and investmentsz minus

ale)
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the sum of liabilities, encumbrances, and deferred revenues
ariging from cash receipts as thogse amcunts ztand at the
close of the fiscal year preceding the budget vear.

¥

The governmental fund typesz «classify fund bhalances
follows:

Reserved:
Rezerved by Ztate statute - portion of fund balance. which
1z not availahkle fur appropriation under state law [G.=
153-3(a)] Thiz amount 1z usually comprized of accounts
receivable and interfund receivables which have not been
offset by deterred revenuss.

Unreserved:
Designated for subsequent vear s expenditures - portion of
the total fund balance available for appropriation that has
been dezlgnated for the adoptad 2010-2011 sudget ordinance
Undegignated - portion of iotal fund balance available for

appropriation that is uncommitted at the year-end.

Mote IT. Detail Notes on All Funds

A Aooets
1. Depmzits

All deposits of the Town are either insured or
collateralized by using one of two methods Under
the Dedicated Msthod., all deposits that ehceed the
federal depository insurance coverage lsvel are
collateralized with securities held by the Town' s
agent 1n  the Town's nams. Under the Pooling
Method, which ig a collateral pool, all uninsurec
deposits are collateralized with securitiesz held
by the Ztate Treasurer = agent in the name of the
State Treasurer. Since the State Treasurer is
acting in a fiduciary capscity for the Town, the
depozits are conzidered to be held by the Town®

)]

)

ajent in the Town' = name. The amount of fh*
pledged collatersl iz bazed on  an  approved
=raging method for non-interest bearing deposzits
and ths  actua ~urrent  balance for interest
bearing deposite, Depozitories uszing the Pooling
Method report to the 3tate Treasurer ths adequacy
of their pooled collateral covering uninsured
depozite The Ztzte Treazurer does not confirm
thiz informaticon with the Town or the ezcrow
agent Becauze ot the inability to measure the

exdact amountz of collateral pledged f[or the Town
under the Pooling Method, the potential exizts for

23
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under collateralization, and this rigk  may
increagse in periods of high caszh flows. However,
the State Treasurer of Morth Carolina enforces
strict standards of financial stability for each
depositary thet collateralized public deposits

under the Pooling Method.

At June 30, 2010, the Town 'z depozits had a
carrying smount of $7.521,110. and a bank balances
of 7 6805 236 Of the hank balance. 3751.243 was
covered by  federal  depository  insurance.  and
BE.353.993 waz covered v collateral held under
the Fooling Method, The Town had 5200 of  petty
cazh on hdud at June 0. 2010

Investments

Summerfleld had

53.4%9 invested with the North
Carolina Capiltal Mana {
r

gelﬁnf Trust & Cach Portfolic

which carried a credit rating of 2&Am by Ztandard

ard Poor =, The T:”n haz a r~redit risk policy
which limits its investments to the Iollowing.

AL Dioligations of the nited states or
okligsticons  fully guaranteed both as to
principal and interest hv the United States.

E. Obligationz of the State of MNorth Carolina.

C. Savings Certificates 1=—an by  any savings
and  loan azscociation having itz principal
office in Horth Carclins. provided that any
principel  amount  of  such  certificate  in
exceszs of the amount ingured by the federal

gqovernment or  any adgency therect. or by a
mutual depogit guaranty gzzociation
authorized by the Commissioner of EBanks ot
the Departwent of Commerce of the State of
FHorth Carclina. bhe fully collateralized

I Frime quality commercial paper besring the
highest rating of at least one nationally
recognized rating sgervice and not bearing a
rating below the highest (&1, P1. Fl)l by any
naticnally recognized rating sgesrvice which
rates the particular cbligstion.

E. Participating sharez in a mutual  fund  for
local government invesftment (zuch as the N.C
Cach Management Trust). whilich 1z certitied by
the M.C. Local Government Commlszlon.

It 1=z r=ocog

sonized  that  the  Town  may  want Lo
diverzify itz investments  further by  allowing
other legally recognized investments to  he
ntilized. The decisgicn to add investment wehlocle
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opticns  to  this policy shall be bazed on 2
recommendation from the Finance Cfficer and
Finance Comnlttes to the Town Counoirl.

The combined total investment in commercial paper
=zhall not ewxceed fifteen percent (16%) of the
total portfolio and the investment in commercial
paper of a =ingle lssuer shall not exceed the

leszer of three hundred thousand dollars
($300,000) or seven percent (7%) of the total

porticlio at the time of 1nwvestment.

Mo investment shall be made in any security with
maturity greater than five (5) yearsz Irom the date
of purchase. Mo more than fwenty-Ilive percent
(25%) of the total portfolio at the time of
investment can be in any =ecurity with maturity
gqreater than four (4) years.

3. Feceivablez — Allowance for Doubtful Accounts
The amounts prezsented 1n e Balance Shest and the
Statement of Het ézaet% are net of the following
allowances for accounts:
Ceneral Fund:
Taxes Eeceivable 3,269
Code Enforcement Lieng 1,475
4. Dues from Governmental Agencies
Amounts due from governmental agencies consist of
the following:
Local State Total
ax Digtributicn 578 3 721
== ﬁnd Franchize Tax 77,044 77, A44
R T4 ,485
o 236
Io4Tn ILo4TE
'_f .*:‘ l;. |
- o o G
3,714 135,220 139,536

L2
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Town of Summerfield, North Carolina
Notes to the Financial Statements
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5. Capital Assets

Capital Asset aclivity for the Town of Summerfield for the year ended
June 30. 2010 was as follows:

Beginning Ending
Balances Increases Decreases Balances
Governmental activities:
Capital assets not being depreciated:
Land 1,350,385 1,350,385
Construction in progress 1,159,026 2,345 148 1,007,604 2,498 570
Total capital assets not being depreciated 2,509 411 2,345,148 1,007,604 3,846,955
Capital assets being depreciated:
Buildings and improvements 361,478 108,671 470,149
Land improvements 611,476 872.214 1,483,690
Office furniture and equipment 140,925 35,481 3,480 172,926
Vehicles 10,180 10,180
Total capital assets being depreciated 1,124,058 1,016,366 3.480 2,136,945
Less accumulated depreciation for:
Buildings and improvements 54,863 11,922 66,885
Land improvements 114,258 48,991 163,249
Office furniture and equipment 94,767 12,467 3,480 103,754
Vehicles 5924 2,036 7,960
Total accumulated depreciation 269912 75,416 3,480 341,848
Total capital assets being depreciated. net 854147 1,795,097
Governmental activity capital assets, net 3,363,558 5,642,052
Depreciation expense was charged to functions/
programs of the Town as follows:
General Government 13,571
Planning and Zoning 1,230
Historic 1.119
Recreation 59,496
75416
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Liakhilities

Pension Plan Obligations

Local Governmentsl Emplovees' Esfirement sysotem

Flan Description - The Town of  Summoerfield
contributes to  the tatewide Local Governmental
Emplovees’ Rﬂfllempnf System  (LGERZ)., a cost-

sharing multiple-employer defined beneflit pension
plan administsred by the State of MNorth Caraolina.
LGERES provides reftirement and digability benefits

to plan members and beneficiaries. Article 3 of
G = Chapter 123  assigns  the authority to
eztakblizh  and  smend benesfit provisionz fto  the
Miorth  Carolins  Seneral Aszszembly The Local
Gowernmental Employeez’ PHTL’EHQHt Svstem 1z

included in  the Comprehensive annual  Financilal
Report (ZAFR) for the State of Horth Carolins.
The Ztate s CAFR includes financial =tatements and
required supplementary informaticn  tor LGERS
That report may be obtained by writing from the
Office of the State Controller. 1410 Mall Zervice
Center, Raleigh. Neorth Carclina 27632-1410, or by
calling (21%) 931-5454.

Funding Policy - Plan members are required to
contribute six percent of their annual covered
zalary. The Town is required to contribute at an
actuariallv determined rate For the Town, the
current rate iz 7.of1% ot anmmal covered payvroll,
The Town does not have any emplovesszs engaged in
law enforcement for wi

shich a difterent contribution
rate would bhe required. The Town's contributicns
to LGERS for the year ended Juns 20, 20ld were
413 . 326, and the Town LuHTlleTlan to LGEERS fur

the wvearz ended June 0. 20073 2007
and 2005 were D12 8550 212, 41@. .5 :
L6 019 The vyear ended Juns 30 2A05 waz  the

tirst vyear that the Town participat=d 1n LGERS
The contributionz made by the Town egualed the
required contributions for the year.

Supplemental Fetirement Income Plan for Full-Time

Enplovess

Plan Description. The Town contributes to the
supplementsl Retirement Income  Flan (Flan| =
defined contributicon pension plan administere ;
the Department of State Treaszurer and a Board of
Trustees. Th Town matchez fthree percents of
cruployess  Falaries. 11 employees nay  make

5]
I—*
|'D
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Notes to the Financial Statements
For the Figcal Year Ended June 30, 2010

voluntary contributionz to the plan. Contributions
for the vear ended June 30, 2010 wsre 516, 520

which ronzisted of 28,537 from the Town and $9,923
from the enployses.

4. Risk Management
The Town is exposed to various risks of loss
relsted to  tarts:; theft of, damage to. and
deztructian  of asgets; errorz  and  omisglons,
injuries to emplovess: and natural dizasters. The

Town participates in  thres self-funded risl-
financing pools administered by the Nerth Carolina
Leaque of Municipalities. Through these pools, the
Town obtains general liahility and auto liability
coverage of 352 million per occurrence, property
coverage Up to the total Insurance valuez of the
Froperty policy. and workers’ compensatlon
coverage up to statutory limits. The property
liakility pool has an  aggregate limit for the
total property losses in a single year. with the
reinzurance limit based upon & percentage of the
total l1nsurance values. Claimz incurred hawve not

in any of the past three fizcal

The Town carriez flood insurance through the
Interlocal Rizk Financial Fund of North Careolina
The Town ic in an area of the State that has been

mapped and designated an "X The X flood
rate zone iz ocutside the 1% annual charge flood
plain. The policy carries a coverage limit of

5,000,000 and a %50, 000 deductible clauze.

In accordance with G.5.159-29, the Finance OLflcer
1 bonded for $50,000. The remaining employees
are covered under an employee dishconesty policy
for S10.000

kR Changes in Long-Term Liabilities
current
Balance Balance Portion
July 1. June 30, of
009 Inrreacezs Decreases 20110 Balance

GDVEIHIP ta l

Aotivitil
(umieisa ed
abzences 17,40z 18.877 17.403 12.377 18,877
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TOWN OF SUMMERFIELD
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
IFor the Fiscal Year Ended June 30. 2010

Significant Deficiencies

2010 - Segrevation of Duties

Criteria:  Duties should be segregated to provide reasonable assurance that
transactions are handled appropriately.

Condition:  There is a lack of segregation of duties among Town of
Summerfield personnel.

Lffect: Transactions could be mishandled.

Recommendation:  The duties should be separated as much as possible. and
alternative controls should be used to compensate for lack of separation.

View of responsible officials and planned corrective actions:  The Town is
aware of the potential deficiency in internal control due to the limited number of
employees. Contracting for accounting services is an attempt to minimize this
weakness and cnsure that fiduciary responsibilities are executed with appropriate
checks for internal control. Furthermore. the Town requires multiple signatures
from officers for all financial transactions.



