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REBEKAH BARR

CPA PC —

Independent Auditors’ Report

To the Honorable Mayor and
Members of the Town Council
Town of Pinetops, North Carolina

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the business-type
activities and each major fund of the Town of Pinetops, North Carolina, as of and for the year ended June 30, 2022,
and the related notes to the financial statements, which collectively comprise the Town’s basic financial
statements as listed in the table of contents.

In our opinion, based on our audit, the accompanying financial statements referred to above present fairly, in all
material respects, the respective financial position of the governmental activities, the business-type activities and
each major fund of the Town of Pinetops as of June 30, 2022, and the respective changes in financial position, and
cash flows 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.

Basis for Opinions

We conducted our audit in accordance with auditing standards generally accepted in the United States of America
(GAAS) and the standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States. Our responsibilities under those standards are further described int eh
Auditor’s Responsibilities for the Town of Pinetops and to meet our other ethical responsibilities, in accordance
with the relevant ethical requirements relating to our audit. We believe that the audit evidence we have obtained
is sufficient and appropriate to provide a basis for our audit opinions.

Responsibilities of Management for the Audit of 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; and for 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.

In preparing the financial statements, management is required to evaluate whether there are conditions or events,
considered in the aggregate, that raises substantial doubt about the Town of Pinetops’ ability to continue as a
going concern for the twelve months beyond the financial statement date, including any currently known
information that may raise substantial doubt shortly thereafter.
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Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free of
material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinions.
Reasonable assurance is a high level of assurance but is not absolute assurance and therefore is not a guarantee
that an audit conducted in accordance with GAAS and Governmental Auditing Standards will always detect
material statement when it exists. The risk of not detecting a material misstatement resulting from fraud is higher
than for one resulting form error, as fraud may involve collusion, forgery, international omissions,
misrepresentations, or the override of internal control. Misstatements are considered material if there is a
substantial likelihood that, individually or in the aggregate, they would influence the judgment made by a
reasonable user based on the financial statements.

In performing an audit in accordance with GAAS and Governmental Auditing Standards we
e Exercised professional judgement and maintained professional skepticism throughout the audit.

e Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or
error, and design and perform audit procedures responsible to those risks. Such procedures include
examining, on a test basis, evidence regarding the amounts and disclosures in the financial statements.

e Obtain an understanding of internal control relevant to the audit 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 Town of Pinetops’ internal control. Accordingly, no such opinion is expressed.

e Evaluate the appropriateness of accounting policies used and the reasonableness of significant accounting
estimates made by management, as well as evaluate the overall presentation of the financial statements.

e Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that
raise substantial doubt about the Town of Pinetops’ ability to continue as a going concern for a
reasonable period of time.

We are required to communicate with those charged with governance regarding among other matters, the
planned scope and timing of the audit, significant audit findings, and certain internal control-related matters that
we identified during the audit.

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis on pages 9 through 18, the Local Governmental Employees’ Retirement Systems’ Schedules
of the Proportionate Share of the Net Pension Liability (Asset) and Contributions on pages 56 and 57, respectively,
the Law Enforcement Officers’ Special Separation Allowance Schedules of Funding Progress and Employer
Contributions on pages 58 and 59, respectively, and the Other Postemployment Benefits’ Schedules of Funding
Progress and Schedule of Employer Contributions, on page 60, 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
responses 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.

Supplementary 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 Pinetops, North Carolina. The combining and 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. Such information is the responsibility of management
and was derived from and relates directly to the underlying accounting and other records used to prepare the
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basic financial statements. The 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 and the
procedures performed as described above, the combining and individual fund financial statements, budgetary
schedules and other schedules and the schedule of expenditures of federal and state awards are fairly stated, in all
material respects, in relation to the basic financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated November 15, 2022 on
our consideration of the Town of Pinetops’ internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other matters. The
purpose of that report is to describe the scope of our testing of internal control over financial reporting and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of the Town of
Pinetops’ internal control over financial reporting or on compliance. That report is an integral part of an audit
performed in accordance with Government Auditing Standards in considering the Town of Pinetops’ internal
control over financial reporting and compliance.

C
Re%ekah Barr, CPA PC

Certified Public Accountant
Wilson, North Carolina

November 15, 2022



Management Discussion and Analysis-FY 2022
Town of Pinetops

Management’s Discussion and Analysis FY 2022

As management of the Town of Pinetops, we offer readers of the Pinetops’ financial statements
this narrative overview and analysis of the financial activities of the Town of Pinetops for the
fiscal year ended June 30, 2022. We encourage readers to read the information presented here in
conjunction with additional information that we have furnished in the Town’s financial
statements, which follow this narrative.

Financial Highlights

e The assets and deferred outflows of resources of the Town of Pinetops exceeded its
liabilities and deferred inflows of resources at the close of the fiscal year by $6,971,472
(net position).

e The government’s total net position increased by $828,545 due to an increase in the
business-type activities net position of $725,381 and an increase of $103,164 in
governmental activities net position.

e As of the close of the current fiscal year, the Town of Pinetops’ governmental funds
reported combined ending fund balances of $800,050 an increase of $111,991 in
comparison with the prior year. Approximately 43.99% of this total amount, or
$351,966 is available for spending at the government’s discretion (unreserved fund
balance).

e At the end of the current fiscal year, unreserved fund balance for the General Fund was
$351,966 or 26.84 % of total general fund expenditures for the fiscal year.

Overview of the Financial Statements

This discussion and analysis are intended to serve as an introduction to Pinetops 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 Pinetops.



Management Discussion and Analysis-FY 2022
Town of Pinetops

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 (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.
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Management Discussion and Analysis-FY 2022
Town of Pinetops

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’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 total liabilities.
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 the Town of Pinetops.

The government-wide financial statements are on Exhibits 1 and 2 of this report.
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 activities or objectives. The Town of
Pinetops, 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 Pinetops 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 converted into cash flow in and out, and what monies are left at year-end that will be available
for spending in the next year. Governmental funds are reported using an accounting method
called modified accrual accounting that provides a short-term spending focus. As a result, the
governmental fund financial statements give the reader a detailed short-term view that helps him
or her determine if there are more or less financial resources available to finance the 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.
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Management Discussion and Analysis-FY 2022
Town of Pinetops

The Town of Pinetops 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 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. 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.

Proprietary Funds — Town of Pinetops has two different kinds of proprietary funds. Enterprise
Funds are used to report the same functions presented as business-type activities in the
government-wide financial statements. Pinetops 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

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 29 to 52 of this report.
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Management Discussion and Analysis-FY 2022
Town of Pinetops

Government-Wide Financial Analysis

The Town of Pinetops
Net position
Figure 2
Governmental Business-Type
Activities Activities Total
" 2022 7 2021 7 2022 7 2021 7 2022 7 2021
Current assets $1,046,454 $ 749,642 $3,237,692 $2,264,784 $4,284,146 $3,014,426
Capital assets 667,001 670,869 6,018,552 5,563,661 6,685,553 6,234,530
Total assets 1,713,455 1,420,511 9,256,244 7,828,445 10,969,699 9,248,956
Deferred Outflow of Resources 204,319 213,264 122,959 121,176 327,278 334,440

Total deferred outflow of resources 204,319 213,264 122,959 121,176 327,278 334,440

Current liabilities 62,118 92,535 630,232 456,568 692,350 549,103
Long term liabilities 522,944 653,457 1,502,277 1,088,152 2,025,221 1,741,609
Total liabilities 585,062 745,992 2,132,509 1,544,720 2,717,571 2,290,712
Deferred Inflows of Resources 367,208 25,443 128,354 11,942 495,562 37,385
Total deferred inflows of resources 367,208 25,443 128,354 11,942 495,562 37,385
Net position:
Netinvestmentin
capital assets 667,001 418,698 4,521,674 4,597,235 5,183,675 5,015,933
Restricted 448,084 371,700 - - 448,084 371,700
Unrestricted (149,581) 71,942 2,596,666 1,795,724 2,447,085 1,867,666
Total net position S 965,504 S 862,340 $7,118,340 $6,392,959 58,083,844 $7,255,299

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 resources of the Town of Pinetops
exceeded liabilities and deferred inflows of resources by $8,083,844 as of June 30, 2022. The
Town’s net position increased by $828,545 for the fiscal year ended June 30, 2022. However,
$5,188,675 or 64.19% reflects the Town’s investment in capital assets (e.g. land, buildings,
machinery, and equipment), less any related debt still outstanding that was issued to acquire
those items. The Town of Pinetops uses these capital assets to provide services to citizens;
consequently, these assets are not available for future spending. Although the Town of Pinetops’
investment in its capital assets is reported net of the outstanding related debt, the resources
needed to repay that debt must be provided by other sources, since the capital assets cannot be
used to liquidate these liabilities. An additional portion of the Town of Pinetops’ net position,
$448,084 or 5.54% represents resources that are subject to external restrictions on how they may
be used. The remaining balance of $ 2,447,085 (30.27%) is unrestricted.

13



Management Discussion and Analysis-FY 2022
Town of Pinetops

Several particular aspects of the Town’s financial operations influenced the total unrestricted

governmental net position:

¢ Continued diligence in the collection of property taxes by maintaining a high tax
collection percentage when vehicle taxes are excluded. An improved system for

determining resources allocated to local street maintenance allowed the Town to use

restricted funds for this purpose.

Town of Pinetops’
Changes in Net Position

Figure 3
Governmental Governmental Business Type Business Type
Activities Activities Activities Activities Total Total
2021 2021 2021 2021 2021 2019
Revenues:
Programrevenues:
Charges for services $ 145119 § 151,298 §$ 3,572,447 $ 3,556,784 $3,717,566 $3,708,082
Operating grants and contributions 161,527 107,212 312,545 169,664 474,072 276,876
Capital grants and contributions - - - 34,102 - 34,102
General revenues: - -
Property taxes 234,923 291,503 - - 234,923 291,503
Other taxes - - - - - -
Other 439,829 440,024 - (4,017) 439,829 436,007
Total revenues 981,398 990,037 3,884,992 3,756,533 4,866,390 4,746,570
Expenses:
General government 123,830 261,759 - - 123,830 261,759
Public safety 765,977 864,546 - - 765,977 864,546
Transportation 162,017 178,335 - - 162,017 178,335
Environmental protection 165,533 146,716 - - 165,533 146,716
Interest on long-term debt 5,655 (6,676) - - 5,655 (6,676)
Water and sew er 712,740 718,927 712,740 718,927
Blectric 2,102,093 2,353,594 2,102,093 2,353,594
Total expenses 1,223,012 1,444,680 2,814,833 3,072,521 4,037,845 4,517,201
Transfers 344,778 375,000 (344,778) (375,000)
Increase in net position 103,164 (79,643) 725,381 309,012 828,545 229,369
Net position, beginning 862,340 941,983 6,392,959 6,083,947 7,255,299 7,025,930
Net position, ending $ 965504 $ 862,340 $ 7,118,340 $ 6,392,959 $8,083,844 $7,255,299
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Management Discussion and Analysis-FY 2022
Town of Pinetops

Governmental activities: Governmental activities decreased the Town’s net position by
$241,614 before transfers.

Business-type activities: Business-type activities increased the Town of Pinetops net position
by $1,070,159 before transfers.

Financial Analysis of the Town Funds

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

Governmental Funds. The focus of the Town of Pinetops’ governmental funds is to provide
information on near-term inflows, outflows, and balances of usable resources. Such information
is useful in assessing the Town’s financing requirements. Specifically, unreserved 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 Pinetops. At the end of the current
fiscal year, unreserved fund balance of the General Fund was $351,966 while total fund balance
reached $800,050. 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 expenditures. Unreserved fund
balance represents 26.84% of total General Fund expenditures.

At June 30, 2022, the governmental funds of Pinetops reported a combined fund balance of
$800,050 a 16.28 % percent increase over the prior year.

General Fund Budgetary Highlights: During the fiscal year, the Town revised the budget on
several occasions. Generally, budget amendments fall into one of three categories: 1)
amendments made to adjust the estimates that are used to prepare the original budget ordinance
once exact information is available; 2) amendments made to recognize new funding amounts
from external sources, such as Federal and State grants; and 3) increases in appropriations that
become necessary to maintain services.

Proprietary Funds. The Town’s proprietary funds provide the same type of information found
in the government-wide statements but in more detail. Unrestricted net position of the Water and
Sewer Fund at the end of the fiscal year amounted to $819,177 and those for the Electric Fund
amounted to $1,764,226. The change in net position for was an increase in the Water and Sewer
Fund of $351,346 and an increase of $718,813 for the Electric Fund prior to transfers to other
funds. Other factors concerning the finances of these two funds have already been addressed in
the discussion of the Town’s business-type activities.
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Management Discussion and Analysis-FY 2022
Town of Pinetops

Capital Asset and Debt Administration

Capital assets. The Town of Pinetops’ investment in capital assets for its governmental and
business—type activities as of June 30, 2022 totals $6,685,553 (net of accumulated depreciation).
These assets include buildings, roads and bridges, land, machinery and equipment, park
facilities, and vehicles.

Town of Pinetops’s
Capital Assets

Figure 4

(net of depreciation)

Governmental Activities  Business-type Activities Total
2022 2021 2022 2021 2022 2021

Land $ 47300 $ 47300 $ 37,700 $ 37,700 $ 84,400 $ 84,400
Construction in progress $137,022 $137,022 $1,767,841 $1,105,201 $1,904,863 $1,242,223
Buildings 355,000 366,203 - - 355,000 366,203
Equipment and furniture 6,189 26,845

Plant & Distribution System - - 4,159,551 4,345,707 4,159,551 4,345,707
Vehicles and equipment 121,490 93,499 54,060 75,653 175,550 169,152
Total $667,001 $670,869 $6,018,552 $5,563,661 $6,679,364 $6,207,685

Additional information on the Town’s capital assets can be found in note III.A.4 of the Basic
Financial Statements.
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Management Discussion and Analysis-FY 2022

Town of Pinetops

Long-term Debt.

The Town of Pinetops’ total debt increased by $415,170 during the past fiscal year.

USDA Installment debt
NCDEQ Rewvolving loan
Total long term obligations

Town of Pinetops
Outstanding Debt
Note Payable

Figure 5

Governmental Business-type
Activities Activities Total

2022 | 2021 2022 | 2021 2022 | 2021

$304,173 $252171 $ 13,263 $ 19,902 $ 317,436 $ 272,073
- - 1,483,615 946,524 1,483,615 946,524

$304,173 $252,171 $1,496,878 $966,426 $1,801,051 $1,218,597

North Carolina general statutes limit the amount of general obligation debt that a unit of
government can issue to 8 percent of the total assessed value of taxable property located within
that government’s boundaries. The legal debt margin is the difference between the 8 percent of
total assessed value of taxable property and outstanding debt. The legal debt margin for Town of
Pinetops as of June 30 2022 is $2,776,187.

Additional information regarding the Town of Pinetops’ long-term debt can be found in note
II1.B.6.b beginning on page 47 of this report.

Economic Factors and Next Year’s Budgets and Rates

The following key economic indicators reflect the growth and prosperity of the Town.

e The Town of Pinetops increased water & sewer rates by 25% in July 2021 and then an
increase of 15% in March of 2022.

e Sewer rates will increase in January 2023 by 14.12% and project another increase of
14.12% in July 2023.

e The Town of Pinetops had a complete rate study done by NCRWA in November and are
implementing increases appropriately.

e The Town has received funding through NCDEQ for waterline improvements.

¢ Electric rates continue to remain unchanged.

17




Management Discussion and Analysis-FY 2022
Town of Pinetops

Budget Highlights for the Fiscal Year Ending June 30, 2023

Governmental Activities: Property tax rates are stable while the staff has been very active in
improving collections. The Town anticipates improved collections of prior years taxes. Budget
expenditures are being held in check in order to improve the fund balance. The 2023 budget
anticipates only requires expenditures during the year.

Business — type Activities: The overall water and sewer basic rates have proposed increase of
14.12% effective January2023. The electric rate has no proposed increase. The budgeted electric
revenues and expenditures will increase slightly. The budgeted water and sewer revenues and
expenditures will remain steady.

Requests for Information

This report is designed to provide an overview of the Town’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 to Natalie W. Bess, Town Administrator, Town of
Pinetops, Post Office Drawer C, Pinetops, NC 27864. The town administrator can also be
reached at (252) 827-4435, visit the town’s website at www.pinetopsnc.com or send an email to
town(@pinetopsnc.com for more information.
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BASIC FINANCIAL STATEMENTS



GOVERNMENT-WIDE FINANCIAL STATEMENTS



Town of Pinetops, North Carolina

ASSETS
Current Assets
Cash and cash equivalents
Restricted cash and cash equivalents
Taxes receivable, net
Accounts receivable - net
Due from other governments
Internal balances
Inventories

Total Current Assets

NonCurrent Assets
Capital Assets

Statement of

Net Position

Exhibit 1

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

Total Capital Assets
Total assets

DEFERRED OUTFLOWS OF RESOURCES

LIABILITIES
Current Liabilities
Accounts payable and accrued liabilities
Customer deposits
Current portion of long-term liabilities
Total Current Liabilities
Long-term Liabilities:
Net pension liability
Net OPEB liability
Total LEO pension liability
Compensated absences
Due in more than one year
Total Long-term Liabilities
Total Liabilities

DEFERRED INFLOWS OF RESOURCES

NET POSITION
Net investment in capital assets
Restricted for:
Stabilization by State Statute
Streets

Debt service

Public safety

Trust for future asset purchases
Unrestricted

Total Net Position

June 30, 2022
Primary Government
Governmental Business-Type
Activities Activities Total

S 611,179 S 2,508,462 S 3,119,641
309,739 127,677 437,416
19,254 - 19,254
- 440,317 440,317
138,345 26,245 164,590
(32,063) 32,063 -
- 102,928 102,928
1,046,454 3,237,692 4,284,146
184,322 1,804,940 1,989,262
482,679 4,213,612 4,696,291
667,001 6,018,552 6,685,553
1,713,455 9,256,244 10,969,699
204,319 122,959 327,278
30,354 415,350 445,704
- 127,677 127,677
31,764 87,205 118,969
62,118 630,232 692,350
78,810 61,821 140,631
29,458 23,108 52,566
92,256 - 92,256
50,011 7,675 57,686
272,409 1,409,673 1,682,082
522,944 1,502,277 2,025,221
585,062 2,132,509 2,717,571
367,208 128,354 495,562
667,001 4,521,674 5,188,675
138,345 - 138,345
247,308 - 247,308
11,702 - 11,702

27,530
23,199 - 23,199
(149,581) 2,596,666 2,447,085
S 965,504 S 7,118,340 S 8,056,314

The accompanying notes are an integral part of this financial statement.
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Town of Pinetops, North Carolina
Statement of Activities
For the Fiscal Year Ended June 30, 2022

Program Revenues

Exhibit 2

Net (Expense) Revenue and Changes in Net Position

Primary Government

Operating Capital
Charges for Grants and Grants and Governmental Business-type
Functions/Programs Expenses Services Contributions Contributions Activities Activities Total
Primary government:
Governmental Activities:
General government S 123,830 S - S 11,000 S - S (112,830) - S (112,830)
Public safety 765,977 - 104,818 - (661,159) - (661,159)
Transportation 162,017 - 45,709 - (116,308) - (116,308)
Environmental protection 165,533 145,119 - - (20,414) - (20,414)
Interest on debt 5,655 - - - (5,655) - (5,655)
Total governmental activities 1,223,012 145,119 161,527 - (916,366) - (916,366)
Business-type activities:
Electric 2,102,093 2,820,906 - - - 718,813 718,813
Water and sewer 712,740 751,541 312,545 - - 351,346 351,346
Total business-type activities 2,814,833 3,572,447 312,545 - - 1,070,159 351,346
Total primary government S 4,037,845 S 3,717,566 S 474,072 S - (916,366) 1,070,159 (565,020)
General revenues:
Taxes:
Property taxes, levied for general purpose 234,923 - 234,923
Unrestricted intergovernmental 393,559
Unrestricted investment earnings 551 - 551
Sale of capital assets - - -
Contributions - - -
Miscellaneous 45,719 - 45,719
Transfers 344,778 (344,778) -
Total general revenues and transfers 1,019,530 (344,778) 281,193
Change in net position 103,164 725,381 (283,827)
Net position-beginning 862,340 6,392,959 7,255,299
Net position-ending S 965,504 7,118,340 S 6,971,472

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

22



FUND FINANCIAL STATEMENTS



ASSETS

Cash and cash equivalents
Restricted cash and cash equivalents
Taxes receivable, net

Due from other funds

Due from other governments

Total assets

LIABILITIES

Accounts payable and accrued liabilities
Due to other funds

Total Liabilities

DEFERRED INFLOWS OF RESOURCES
Property taxes receivable

Unearned revenue

Total deferred inflows of resources

FUND BALANCES
Restricted:
Stabilization by State Statute
Streets
Debt service
Public safety
Trust for future asset purchases
Unassigned
Total Fund Balance

Town of Pinetops, North Carolina

Balance Sheet

Governmental Funds

June 30, 2022

Total Liabilities, Deferred Inflows of Resources, and Fund Balance

Amounts reported for governmental activities in the statement of net position (Exhibit 1) are different because:

Capital assets used in governmental activities are not financial resources and therefore are not

reported in the funds.
Pension related deferrals

Earned revenues considered deferred inflows of resources in the fund statements.

Long-term liabilities used in governmental activities are not financial uses and therefore are

not reported in the funds.
Net pension liability
Net LEO pension liability
Net OPEB liability
Compensated absences
Notes payable

Deferred inflows of resources related to pensions are not reported in the funds

Net position of governmental activities

The accompanying notes are an integral part of this financial statement.
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Exhibit 3

Major Fund

General Fund

$ 611,179
309,739
19,254

138,345

1,078,517

30,354
32,063

62,417

19,254
196,796

216,050

138,345
247,308
11,702
27,530
23,199
351,966

800,050

667,001
204,319
19,254

(78,810)
(92,256)
(29,458)
(50,011)
(304,173)
(170,412)

S 965,504




Town of Pinetops, North Carolina
Statement of Revenues, Expenditures, and Changes in Fund Balance

For the Year Ended June 30, 2022

Revenues

Ad valorem taxes

Unrestricted intergovernmental
Restricted intergovernmental

Permits, fees, sales, services and other
Investment earnings

Total revenues

EXPENDITURES
Current:
General Government
Public Safety
Transportation
Environmental protection
Economic and Community Development
Culture and recreation
Debt service:
Principal
Interest
Capital outlay
Total Expenditures

Excess (deficiency) of revenues over expenditures
Other Financing Sources

Transfer (to) from other funds

Proceeds from long term debt

Net change in fund balance

Fund balances, beginning
Fund balances, ending

The accompanying notes are an integral part of this financial statement.

Governmental Funds

25

Exhibit 4

Major Fund
General Fund

260,981
393,559
161,527
190,838

551

1,007,456

186,170
742,693
106,042
165,533

18,998
5,655
86,152

1,311,243

(303,787)

344,778
71,000

111,991

688,059

800,050




Exhibit 5
Town of Pinetops, North Carolina
Reconciliation of Governmental Funds Statement of Revenues, Expenditures, and
Changes in Fund Balance with Statement of Activities
For the Year Ended June 30, 2022

Amounts reported for governmental activities in the Statement of Activities are different because:
Total Net Change in Fund Balances - Governmental Funds S 111,991

Governmental Funds report capital outlays as expenditures. However, in the

Statement of Activities the cost of those assets is allocated over their estimated
useful lives as reported as depreciation expense. This is the amount by which
capital outlays exceeded depreciation in the current period.

Capital outlay expenditures which were capitalized S 86,152
Depreciation expense for governmental assets (90,022) (3,870)

Contributions to the pension plan in the current fiscal year are not included on
the Statement of Activities 127,226

Contributions to the OPEB plan in the current fiscal year are not included on
the Statement of Activities 13,423

Revenues in the Statements of Activities that do not provide current financial

resources are not reported as revenues in the funds.
Change in unavailable revenue for tax revenues (26,058)
Change in long-term debt (52,002)

Some expenses reported in the Statement of Activities do not require the use of
current financial resources and, therefore, are not reported as expenditures in
governmental funds.

Pension expense (72,123)

OPEB expense (2,434)

Compensated absences 7,011 (67,546)
Changes in Net Position-Governmental Funds S 103,164

The accompanying notes are an integral part of this financial statement.

26



Town of Pinetops, North Carolina

Exhibit 6

Statement of Revenues, Expenditures, and Changes in Fund Balance-Budget and Actual
General Fund

For the Year Ended June 30, 2022

Revenues

Ad valorem taxes

Unrestricted intergovernmental
Restricted intergovernmental

Permits, fees, sales, services and other
Investment earnings

Total revenues

EXPENDITURES
Current:
General Government
Public Safety
Transportation
Environmental protection
Culture and recreation
Debt service:
Principal
Interest
Capital outlay
Total Expenditures

Excess (deficiency) of revenues over expenditures
Other Financing Sources

Sale of capital assets

Transfers

Proceeds from long term debt

Net change in fund balance

Fund balances, beginning
Fund balances, ending

Variance

Favorable

Budgeted Amounts (Unfavorable)
Original Final Actual Final to Actual
S 238,600 S 238,600 S 260,981 S 22,381
307,500 351,450 393,559 42,109
33,950 129,306 161,527 32,221
197,275 148,048 190,838 42,790
- 450 551 101
777,325 867,854 1,007,456 139,602
241,538 239,461 186,170 53,291
759,332 768,286 742,693 25,593
122,172 109,734 106,042 3,692
162,541 172,479 165,533 6,946
18,998 18,998 18,998 -
5,655 5,655 5,655 -
- 86,152 86,152 -
1,310,236 1,400,765 1,311,243 89,522
532,911 532,911 344,778 -
- - 71,000 71,000
S - S - $ 111,991 $ 121,080

688,059
S 800,050

The accompanying notes are an integral part of this financial statement.
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Town of Pinetops, North Carolina

Statement of Net Pos
Proprietary Fund

ition

Exhibit 7

June 30, 2022
Major Enterprise Funds
Electric Water and
Fund Sewer Fund Total
ASSETS
Current assets:
Cash and cash equivalents S 1,760,340 S 748,122 § 2,508,462
Restricted cash and cash equivalents 79,721 47,956 127,677
Accounts receivable (net) - trade 327,575 112,742 440,317
Prepaid expenses - - -
Due from other governments 6,604 19,641 26,245
Due from other funds 32,063 - 32,063
Inventories 29,136 73,792 102,928
Total current assets 2,235,439 1,002,253 3,237,692
Noncurrent assets:
Capital assets:
Land and other non-depreciable assets 11,600 1,793,340 1,804,940
Other capital assets, net of depreciation 119,560 4,094,052 4,213,612
Total noncurrent assets 131,160 5,887,392 6,018,552
Total assets $ 2,366,599 S 6,889,645 $ 9,256,244
DEFERRED OUTFLOWS OF RESOURCES 82,262 40,697 122,959
LIABILITIES
Current liabilities:
Accounts payable and accrued liabilities S 313,202 S 102,148 $ 415,350
Due to other funds - - -
Notes payable - current 7,582 79,623 87,205
Liabilities payable from restricted assets: -
Customer deposits 79,721 47,956 127,677
Total current liabilities 400,505 229,727 630,232
Long-term liabilities:
Notes payable 5,681 1,403,992 1,409,673
Compensated absences 4,598 3,077 7,675
Net pension liability 41,360 20,461 61,821
Net OPEB liability 15,460 7,648 23,108
Total long-term liabilities 67,099 1,435,178 1,502,277
Total liabilities 467,604 1,664,905 2,132,509
DEFERRED INFLOWS OF RESOURCES 85,871 42,483 128,354
NET ASSETS
Net investment in capital assets 131,160 4,403,777 4,534,937
Unrestricted 1,764,226 819,177 2,583,403
Total net position S 1,895,386 S 5,222,954 S 7,118,340

The notes to the financial statements are an integral part of this statement.
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Town of Pinetops, North Carolina
Statement of Revenues, Expenses, and Changes in Fund Net Position

OPERATING REVENUES

Charges for services

Other operating revenues
Total operating revenues

OPERATING EXPENSES
Electric operations
Administration and operations
Depreciation expense
Total operating expenses
Operating income (loss)

NONOPERATING REVENUES (EXPENSES)

Grants

Interest on long-term debt

Miscellaneous

Total nonoperating revenue (expenses)

Income (loss) before contributions
and transfers

Transfers (to) from other funds
Change in net position

Total net position - beginning

Total net position - ending

Proprietary Fund
June 30, 2022

Exhibit 8

Major Enterprise Funds

Electric Water and

Fund Sewer Fund Total
S 2,793,560 S 750,356 S 3,543,916
27,346 1,185 28,531
2,820,906 751,541 3,572,447
1,523,573 - 1,523,573
542,863 503,068 1,045,931
27,803 179,944 207,747
2,094,239 683,012 2,777,251
726,667 68,529 795,196
- 312,545 312,545
(7,854) (29,728) (37,582)
(7,854) 282,817 274,963
718,813 351,346 1,070,159
(344,778) - (344,778)
374,035 351,346 725,381
1,521,351 4,871,608 6,392,959
S 1,895,386 $ 5,222,954 §$ 7,118,340

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

Statement of Cash Flows
Proprietary Fund

For the Year Ended June 30, 2022

CASH FLOWS FROM OPERATING ACTIVITIES
Cash received from customers
Cash paid for goods and services
Cash paid to employees for services
Other operating revenues
Net cash provided (used) by operating activities

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES
Interfund activity
Transfer (to)/from other funds

Net cash provided (used) by noncapital financing activities

CASH FLOWS FROM INVESTING ACTIVITIES
Grants and other income
Proceeds from long term debt
Principal paid on long-term debt
Interest paid on long-term debt
Acquisition of capital assets

Net cash (used) by investing activities

Net increase (decrease) in cash and cash equivalents

Balances-beginning of the year
Balances-end of the year

Reconciliation of operating income to net cash
provided by operating activities
Operating income
Adjustments to reconcile operating income to net
cash provided by operating activities:
Depreciation expense
Changes in assets and liabilities:
(Increase) decrease in accounts receivable
(Increase) decrease in due from other governments
(Increase) decrease in inventory
(Increase) decrease in prepaid expenses
(Increase) decrease in deferred outflows of resources
Increase (decrease) in net pension liability
Increase (decrease) in net OPEB liability
Increase (decrease) in deferred inflows of resources
Increase (decrease) in accounts payable and accrued liabilities
Increase (decrease) in customer deposits
Increase (decrease) in due to other funds
Increase (decrease) in compensated absences
Total adjustments
Net cash provided by operating activities

The notes to the financial statements are an integral part of this statement.
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Exhibit 9

Major Enterprise Funds

Electric Water and

Fund Sewer Fund Total
S 2,784,915 § 747,426 S 3,532,341
(1,532,169) (396,697) (1,928,866)
(388,042) (90,679) (478,721)
27,346 1,185 28,531
892,050 261,235 1,153,285
(344,778) - (344,778)
(344,778) - (344,778)
- 312,545 312,545
- 616,714 616,714
(6,639) (79,623) (86,262)
(7,854) (29,728) (37,582)
- (662,640) (662,640)
(14,493) 157,268 142,775
532,779 418,503 951,282
1,307,282 377,575 1,684,857
S 1,840,061 $ 796,078 S 2,636,139
S 726,667 S 68,529 $ 795,196
27,803 179,944 207,747
(7,746) (3,136) (10,882)
(1,877) (8,867) (10,744)
2,768 (4,551) (1,783)
(89,769) (35,282) (125,051)
(217) 3,176 2,959
77,491 38,921 116,412
154,696 19,218 173,914
(899) 206 (693)
3,133 3,077 6,210
165,383 192,706 358,089
S 892,050 S 261,235 §$ 1,153,285
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Town of Pinetops, North Carolina
Notes to Financial Statements
For the Fiscal Year Ended June 30, 2022

NOTE | - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies of the Town of Pinetops 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 Pinetops is a municipal corporation that is governed by an elected mayor and a five-member Board of
Commissioners.

B. Basis of Presentation

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

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

Fund Financial Statements: The fund financial statements provide information about the Town’s funds. Separate
statements for each fund category — governmental and proprietary — are presented. The Town has no fiduciary
funds to report. The emphasis of fund financial statements is on major governmental and enterprise funds, each
displayed in a separate column. All remaining governmental and enterprise funds are aggregated and reported as
nonmajor funds.

Proprietary fund operating revenues, such as charges for services, result from exchange transactions associated with
the principal activity of the fund. Exchange transactions are those in which each party receives and gives up
essentially equal values. Nonoperating revenues, such as subsidies, result from non-exchange transactions. Other
nonoperating revenues are ancillary 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 ad valorem taxes, State grants, and various other taxes and licenses. The primary expenditures are for sanitation,
street maintenance, public safety and general government services.
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The Town reports the following major enterprise funds:

Electric Fund. This fund is used to account for the Town’s electric operations.

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. Revenue from grants and donations is recognized in
the fiscal year in which all eligibility requirements have been satisfied.

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

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

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

The Town considers all revenues available if they are collected within 90 days after year-end, except for property
taxes. Ad valorem taxes receivable are not accrued as revenue because the amount is not susceptible to accrual. At
June 30, taxes receivable for property other than motor vehicles are materially past due and are not considered to
be an available resource to finance the operations of the current year. Also, as of September 1, 2013, State law
altered the procedures for the assessment and collection of property taxes on registered motor vehicles in North
Carolina. Effective with this change in the law, the State of North Carolina is responsible for billing and collecting the
property taxes on registered motor vehicles on behalf of all municipalities and special tax districts. Property taxes
are due when vehicles are registered. The billed taxes are applicable to the fiscal year in which they are received.
Uncollected taxes that were billed in periods prior to September 1, 2013 and for limited registration plates are shown
as a receivable in these financial statements and are offset by deferred inflows of resources.
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The taxes for vehicles registered annually that have already been collected as of year-end are also reflected as
deferred inflows of resources at June 30, 2022 because they are intended to finance the Town’s operations during
the 2023 fiscal year.

Sales taxes and certain intergovernmental revenues, such as the utilities franchise tax, collected 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 Pinetops because the tax is levied by Edgecombe County and then remitted to and distributed by the
State. 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 funds certain
programs by a combination of specific cost-reimbursement grants, categorical block grants, and general revenues.
Thus, 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 Funds. All annual appropriations lapse at the fiscal-year end. Project
ordinances when needed are adopted for the Enterprise Fund Capital Projects Fund, which are consolidated with
the operating funds for reporting purposes. All budgets are prepared using the modified accrual basis of accounting.
Expenditures may not legally exceed appropriations at the functional level for all annually budgeted funds and at
the project level for the multi-year funds. Amendments are required for any revisions that alter total expenditures
of any fund or that change functional appropriations by more than $500. All amendments must be approved by the
governing board. The budget ordinance must be adopted by July 1 of the fiscal year or the governing board must
adopt an interim budget that covers that time until the annual ordinance can be adopted.

E. Assets, Liabilities, Deferred Outflows/Inflows of Resources and Fund Equity
1. 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 to principal and interest by the United States; obligations of the State of North Carolina; bonds
and notes of any North Carolina local government or public authority; obligations of certain non-guaranteed federal
agencies; certain high quality issues of commercial paper and bankers’ acceptances and the North Carolina Capital
Management Trust (NCCMT). The Town’s investments are reported at fair value. The NCCMT — Government
Portfolio, a SEC-registered (2a-7) money market mutual fund, is measured at fair value. The NCCMT-Term Portfolio
is a bond fund, has no rating and is measured at fair value. As of June 30, 2022, the Term Portfolio has a duration of
.15 years. Because the NCCMT Government and Term Portfolios have a weighted average maturity of less than 90
days, they are presented as an investment with a maturity of less than six months.

The Town'’s investments with a maturity of more than one year at acquisition and non-money market investments
are reported at fair value as determined by quoted market prices. The securities of the NCCMT Cash Portfolio, a
SEC-registered (2a-7) money market mutual fund, are valued at fair value, which is the NCCMT’s share price. The
NCCMT Term Portfolio’s securities are valued at fair value. Money market investments that have a remaining
maturity at the time of purchase of one year or less are reported at amortized cost. Non-participating interest
earning investment contracts are reported at cost.
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2. Cash and Cash Equivalents

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

3. Restricted Assets

The unexpended grant funds of the Capital Projects funds and various grant funds are classified as restricted assets
for the Enterprise and General Fund because their use is completely restricted to the purpose for which the funds
were originally issued. Customer deposits held by the Town before any services are supplied are restricted to the
service for which the deposit was collected. Power Bill funds are classified as restricted cash because they can be
expended only for the purposes outlined in G.S. 136-41.1 through 136-41.4. In addition, public safety funds are also
restricted. The funds are only to be expended for public safety related expenditures.

4. Ad Valorem Taxes Receivable

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

5. Allowances for Doubtful Accounts

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

6. Inventory and Prepaid Items

The inventories of the Town are valued at cost (first-in, first-out), which approximates market. The inventories of
the Town’s enterprise funds consist of materials and supplies held for subsequent use. The cost of these inventories
is expensed when held for resale rather than 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. These payments are expensed as items are used.

7. Capital Assets

Capital assets are defined by the government as assets with an initial, individual cost of more than a certain cost and
an estimated useful life in excess of two years. Minimum capitalization costs is $5,000. 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. General infrastructure assets consisting of road networks
prior to July 1, 2003 have not been recorded as permitted by GASB Statement 34. 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.

35



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

Asset Class Estimated Useful Lives
Infrastructure 25-50
Buldings 30
Improvements 20-30
Vehicles 5-7
Furniture and equipment 5-10
Computer equipment 5

8. 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 future period and so will not be recognized as revenue
until then. The Town has several items that meets the criterion for this category — property taxes receivable,
unavailable revenues, pension deferrals, OPEB deferrals and LEO pension deferrals.

9. Long-term Obligations

In the government-wide financial statements, and proprietary fund types in the fund financial statements, long-term
debt and other long-term obligations are reported as liabilities in the applicable governmental activities, business-
type activities, or proprietary fund type statement of net position. Bond premiums and discounts are deferred and
amortized over the life of the bonds using the straight-line method that approximates the effective interest method.
Bonds payable are reported net of the applicable bond premiums or discount. 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 well as bond
issuance costs, during the current period. The face amount of debt issued is reported as other financing sources.
Premiums received on debt issuances are reported as other financing sources while discounts on debt issuances are
reported as other financing uses. Issuance costs, whether or not withheld from the actual debt proceeds received,
are reported as debt service expenditures.

10. Compensated Absences

The vacation policies of the Town provide for the accumulation of up to thirty (30) day