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INDEPENDENT AUDITOR’S REPORT

The Mayor and the City Council
City of Asheboro
Asheboro, North Carolina

I have audited the accompanying financial statements of the governmental activities, the business-type activities,
each major fund, the discretely presented component unit, and the aggregate remaining fund information of the
City of Asheboro, North Carolina, as of and for the year ended June 30, 2009, which collectively comprise the
City of Asheboro’s basic financial statements as listed in the table of contents. These financial statements are the
responsibility of the City of Asheboro, North Carolina’s management. My responsibility is to express an opinion
on these financial statements based on my audit. I did not audit the financial statements of the City of Asheboro
ABC Board. Those financial statements were audited by another auditor whose report thereon has been furnished
to me, and my opinion on the financial statements, insofar as it relates to the amounts included for the City of
Asheboro ABC Board, is based on the report of the other auditor.

I conducted my audit in accordance with auditing standards generally accepted in the United States of America
and the standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States. Those standards require that T plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material misstatement. The financial
statements of the City of Asheboro ABC Board were not andited in accordance with Government Auditing
Siandards. An sudit includes examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statements. An audit also includes assessing the accounting principles used and significant estimates
made by management, as well as evaluating the overall financial statement presentation. I believe that my audit
and the report of the other auditor provide a reasonable basis for my opinion.

In my opinion, based on my audit and the report of the other auditor, the financial statements referred to
above present fairly, in all material respects, the respective financial position of the governmental activities,
the business-type activities, the discretely presented component unit, each major fund, and the aggregate
remaining fund information of the City of Asheboro, North Carolina, as of June 20, 2009, and the respective
changes in financial position and cash flows, where applicable, thereof and the respective budgetary comparison
for the general fund for the year then ended, in conformity with accounting principles generally accepted in the
United States of America.

Management’s Discussion and Analysis and the Law Enforcement Officers’ Special Separation Allowance’s and
the Other Postemployment Benefits’ Schedules of Funding Progress and Schedules of Employer Contributions are
not a required part of the basic financial statements but are supplementary information required by the
Governmental Accounting Standards Board. I and the other auditor have applied certain limited procedures,
which consisted principally of inquiries of management regarding the methods of measurement and presentation
of the required supplementary information. However, T did not audit this information and express no opinion
thereon.




In accordance with Government Auditing Standards, T have also issued a report dated November 30, 2009, on my
consideration of the City of Asheboro’s internal control over financial reporting and my tests of its compliance
with certain provisions of laws, regulations, contracts and grants. The purpose of the report is to describe the
scope of my testing of internal control over financiai reporting and compliance and the results of that testing, and
not to provide an opinion on the internal control over financial reporting or on compliance. That report is an
integral part of an audit performed in accordance with Governnment Audifing Standards and should be read in
comjunction with this report 1 considering the results of my audit.

My audit was performed for the purpose of forming opinions on the financial statements that collectively
comprise the basic financial statements of the City of Asheboro, North Carolina. The introductory information,
combining and individual nonmajor fund financial statements and schedules and the statistical information are
presented for purposes of additional analysis and are not a required part of the basic financial statements. The
combining and individual nonmajor fund financial statements and schedules have been subjected to the auditing
procedures applied in the audit of the basic financial statements and, in my opinion, is fairly stated, in all material
respects, in relation to the basic financial statements taken as a whole. The introductory information and the
statistical tables have not been subjected to the auditing procedures applied in the audit of the basic financial
statements and, accordingty, I express no opinion on them.

{;MQQWW

November 30, 2009 Certified Public Accountant
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Management’s Discussion and Analysis

As management of the City of Asheboro, we offer readers of the City of Asheboro’s financial statements
this narrative overview and analysis of the financial activities of the City of Asheboro for the fiscal year
ended June 30, 2009. We encourage readers to read the information presented here in conjunction with
additional information that we have furnished in the City’s financial statements, which follow this
narrative.

Financial Highlights

* The assets of the City of Asheboro exceeded its liabilities at the close of the fiscal year by
$78,384,167 (net assets).

¢ The government’s total net assets increased by $385,833, due to an increase in business type
activities net assets.

s As of the close of the current fiscal year, the City of Asheboro’s governmental funds reported
combined ending fund balances of $11,427,712. This is a decrease of $770,436 in comparison
with the prior year. Approximately 58% of this total amount, or $6,617,624, is available for
spending at the government’s discretion (unreserved fund balance). The unreserved fund balance
is designated entirely as General Fund balance and is 28 percent of total general fund
expendifures for the fiscal year.

¢ Ad valorem tax revenue increased by $340,858 in the current year due to increases in assessed
property valuation.

¢ The City of Asheboro’s total debt is $14,772,972, which decreased by $1,646,555 (10.03%)
during the current fiscal year. The City of Asheboro did not take on any new debt in the 2008-
2009 fiscal year.

o The City of Asheboro bond rating was reevaluated at the time of General Obligation refunding in
September 2005. The City of Asheboro has maintained its AA bond rating from Moody’s, “A+”
from Standard & Poor's and a rating of 83 by the North Carolina Municipal Council.

Overview of the Financial Statements

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

The first two statements (Exhibits 1 and 2) in the basic financial statements are the Government-wide
Financial Statements. They provide both short and long-term information about the City’s financial
status.

The next statements (Exhibits 3 through 8) are Fund Financial Statements. These statements focus on
the activities of the individual parts of the City’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 potes. The notes to the financial statements
explain in detail some of the data contained in those statements. After the notes, supplemental
information is provided to show details about the City’s individual funds. Budgetary information
required by the General Statutes also can be found m this part of the statements.
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Government-wide Financial Statements

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

The two government-wide statements report the City’s net assets and how they have changed. Net assets
are the difference between the City’s total assets and total liabilities. Measuring net assets is one way to
gage the City’s financial condition.

The government-wide statements are divided into two categories: 1) governmental activities and 2)
business-type activities. The governmental activities include most of the City’s basic services such as
public safety, parks and recreation, and general administration. Property taxes and state and federal grant
funds finance most of these activities. The business-type activities are those that the City charges
customers to provide. These include the water and sewer services offered by the City of Asheboro. The
final category 1s the component umt. Although legally separate from the City, the ABC Board is
important to the City because the City exercises control over the Board by appointing its members and
the Board is required to distribute its profits to the City.

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

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

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

The City of Asheboro adopts an annual budget for its General Fund, as required by the General Statutes.
The budget is a legally adopted document that incorporates input from the citizens of the City, the
management of the City, and the decisions of the Board about which services to provide and how to pay
for them. It also authorizes the City to obtain funds from identified sources to finance these current
period activities. The budgetary statement provided for the General Fund demonstrates how well the
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City complied with the budget ordinance and whether or not the City 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 — City of Asheboro has one proprietary fund. Enterprise Funds are used to report
the same functions presented as business-type activities in the governmeni-wide financial statements.
City of Asheboro uses enterprise funds to account for its water and sewer activity. This fund is the same
as those functions shown in the business-type activities in the Statement of Net Assets 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.

Other Information — In addition to the basic financial statements and accompanying notes, this report
includes certain required supplementary information concerning the City of Asheboro’s progress in

funding its obligation fo provide pension benefits to its employees. Required supplementary information
can be found beginning on page 51 of this report.

Government-Wide Financial Analysis

The City of Asheboro’s Net Assets

Figure 2
Govemmental Business-Type
Activities Activities Total
2009 2008 2009 2008 2008 2008
Current and other assels $ 12,560,528 § 13856226 0§ 12,170403 § 12,037,480 $ 24,730,032 § 25803,706
Capital assets 25,337,741 26,447,292 47,267,271 46,661,746 72,605,012 73,109,038
Total assets 37,808,270 40,303,518 59 A37 B74 58,609,228 97,335,944 99 002 744
Long-term liabiliites outstanding 2,994,798 3,029,285 12,041,048 13,083,844 15,035,846 16,113,139
Other Habilites 1,488,623 2,180,458 2,417 308 2,704,816 3,915,931 4 891 274
Total liabilities 4,493,421 5,218,750 14,458,356 15,785,860 18,951,777 21,004 410
Net assets:
Invested in capital assets,
net of related deby 23,882,980 24,474,397 33,948,215 32,213,011 57,820,805 56,687,408
Restricted 1,508,368 1,615,678 1,508,368 1,815,678
Unrestricted 8,013,501 8,864,683 11,032,403 10,700,585 18,045,904 19,695,248

Total net asseis $ 33404849 § 35084768 § 44978318 § 42913,566 § 78,384,167 § 77998334

As noted earlier, net assets may serve over time as one useful indicator of a government’s financial
condition. The assets of the City of Asheboro exceeded liabilities by $78,384,167 as of June 30, 2009.
The City’s net assets increased by $385,833 for the fiscal year ended June 30, 2009. The largest portion
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of net assets, 73.78%, reflects the City’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 City
of Ashebaro uses these capital assets to provide services to citizens; consequently, these assets are not
available for future spending. Although the City of Asheboro’s 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. A portion of the City
of Asheboro’s net assets ($1,508,368) represents resources that are subject to external restrictions on
how they may be used. The restricted net assets for the City of Asheboro are restricted for
transportation. After accounting for these restricted funds in the 2009 financial statements, the City of
Asheboro's unrestricted net asset balance is $19,045,904. These funds can be used without constraints
established by debt covenants or other legal requirements.

City of Asheboro Changes in Net Assets

Figure 3
Governmental Activities Business-Type Activites Total
2009 2008 2009 2008 2008 2008
Revenues
Program revaenues
Charges for services 3 1,828,710 § 2,078,698 $ 10,214,784 $ 11,161,593  $12,143,474 § 13,240,291
Operating granfs & contributions 1,686,175 936,907 417,006 345 637 2,073,181 1,282,544
Capital grants & centributions 239,227 1,415,364 606,183 244,799 845,410 1,860 163
Gengral revenues -
Property taxes 11,595,388 11,239,034 114,595,398 11,239,034
Qther taxes G,212,857 6,482,800 6,212,957 6,482,600
Grants & contributions not -
restricted to specific programs - -
Other 665,807 669,834 182,114 402,038 847,921 1,071,870
Total revenues 22 208,274 22822 437 11,420,067 12,154,065 33,718,341 34,976,502
Expenses
General government 2,852 960 2,787,687 2,852,960 2,787 887
Public safety 9,756,723 9,019,028 9,756,723 8,018,026
Transportation 5,489,876 4,437,635 5,489,676 4,437,635
Environmeantal Protection 2,267 470 2,316,831 2,267 470 2,316,831
Economic development 222,884 198,711 222,884 188,711
Cultural and recreational 2,763,632 2,806,614 2,763,632 2,806,614
Interest on long-term debt 83,051 110,673 83,051 116,873
Water and sewer 5,896,112 9,512,248 9,806,112 8.612.248
Total expenses 23,436,388 21677477 9,896,112 9,612,248 33,332,508 31,189,723
Increase in net assets before transfers (1,138,122 1,144,960 1,523,955 2,841,81% 385,833 3,786,779
Transfers (541.787) 830,340 541,797 (830,340) - -
Increase in net assets {1,679,919) 1,875,300 2,065,752 1,811,478 385,833 2,786,775
Net assets, July 1 35 084,768 33,109,468 42913566 § 41,102,087 77,998,334 74,211,555
Net assets, June 30 § 33,404,849 $35.084 768 $ 44979318 § 42013568  §7YB8384167 $§ 77,998,334
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Governmental activities. (Governmental activities decreased the City’s net assets by $1,679,919.
elements contributing to this decrease are as follows:

e Revenues across a majority of categories decreased due to the economic recession. The City of
Asheboro’s high unemployment affects purchasing and the level of services citizens choose to
take advantage of. There was combined decrease of 7% in the area of charges for services as a
result of the economic slowdown. Sales tax and other tax revenue decreased about 4% in 2008-
2009. The failure of and decreased confidence in the financial industry has resulted in a poor
interest rate environment. The reduced rates have attributed to a 56% decrease in interest on
investments revenue in 2008-2009.

e Decrease in capital and operating grants awarded to and available to the City of Asheboro to
support various activities which can also be tied to the economic environment.

Business-type activities: Business-type activities increased the City of Asheboro’s net assets by
$2,065,752. Key elements of this increase are as follows:

e A combined increase operating grants and capital grants of $432,753 over prior fiscal year,

¢ Tight management of expenses in relation to revenues, Although revenues decreased in
comparison to prior fiscal year and expenses increased, the difference of revenues over expenses
was, $1,523,955. This savings was realized as a result of delaying certain capital expenditures
due to the changing economic environment.

o Transfer from General fund of $541,797.

Financial Analysis of the City’s Funds

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

Governmental Funds. The focus of the City of Asheboro’s governmental funds is to provide
information on near-term mflows, outflows, and balances of usable resources. Such information is useful
in assessing the City of Asheboro’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 City of Asheboro. At the end of the current fiscal
year, the City of Asheboro’s unreserved fund balance was $6,617,624 and its total fund balance reached
$10,917,802. Ofthis total fund balance, $6,132,475 was undesignated and thus available for spending.

As a measure of the general fund’s liquidity, it may be useful to compare total fund balance to total fund
expenditures. Total fund balance is equivalent to 50.20 percent of total General Fund expenditures.
Additionally, the undesignated portion of the total fund balance is equivalent to 28.2 percent of total
General Fund expenditures.

The non-major governmental fund balance was $509,910. The governmental funds of City of Asheboro
reported a combined total fund balance of $11,427,712, a 6.32 percent decrease over last year, Included



Management's Discussion and Analysis
City of Asheboro

in this change in fund balance are decreases in fund balance in the General, Special Revenue and Capital
Projects Funds.

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

The General Fund budget for 2008-2009 was adopted in June 2009 at $21,867,085 and represented a .3
percent decrease over the audited FY 2007-2008 expenditures of $21,950,171. The 2008-2009 budget
was amended during the fiscal year to $22,655,976, an increase of $788,891 to account for unexpected
operational expenditures, the most sigmficant of which was relating to the community development
incentives and increases i appropriations to cover extraordinary health insurance claims. In spite of the
unexpected operational costs experienced early in the fiscal year, expenditures were held in check and
capital expenses planned for in the third and fourth quarters of the year were deferred to minimize the
overall affect on the budget and to protect the City of Asheboro’s fund balance as much as possible. Asa
result of continued efforts to control expenditures in all areas, the General Fund final audited
expenditures were $906,812 under the amended budget.

Proprietary Fund Budgetary Highlights: The City of Asheboro proprietary fund provide the same
type of mformation found in the government-wide statements but in more detail. The Water and Sewer
Fund budget for 2008-2009 was adopted in June 2009 at $11,829,718 and represented a 2% decrease
over the 2007-2008 audited expenditures of $12,096,112. As with the general fund, various expenses
were deferred due to the downturn in the economy. The Water & Sewer fund year end expenditures
were $11,069,296 and represented a 6% savings in relation to the original adopted budget.

Capital Asset and Debt Administration

Capital Assets. The City of Asheboro’s mvestment in capital assets, before depreciation, for its
govermnmental and business—type activities as of June 30, 2009 fotals $134,003,144. These assets include
buildings, roads and bridges, land, machinery and equipment, park facilities, plant and distribution
system and vehicles.

Major capital asset transactions during the year include the following:

e An increase of $885,069 in governmental activities capital assets with the largest increase in
buildings and equipment.

¢ An increase of $2,114,296 in the area of business type capital assets resulting from the near
completion of improvements to the water & sewer system infrastructure. Construction in
progress decreased by $1.6 million and plant and distribution system asset increased by $3.5
million.

¢ No major demolitions or disposals were recorded this year.
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Land
Buildings

improvements other than buildings

Plant and distribution systems
Street construction

Equipment

Vehicles

Construction in progress

Total

Additional mformation on the City’s capital assets can be found in Detail Notes Section IT A.4 in the

notes to the financial statements.

Long-term Debt: As of June 30, 2009, the City of Asheboro had total bonded debt outstanding of

City of Asheboro’s Capital Assets

Figure 4
Governmental Business-Type
Activities Activities Total
2008 2009 2008
$ 3,783,648 $ 2,780,254 $ 6,563,802
11,107,261 30,374,373 41,481,634
10,657,737 78,560 10,736,297
37,395,722 37,395,722
14,041,982 14,041,982
5,066,015 5,206,193 10,262,208
9,036,128 2,102,028 11,138,156
342,826 2,040,417 2,383,243
$ 54,025,697 $ 79,977 547 $ 134,003,144

$4,885,578. All of this ts debt backed by the full faith and credit of the City.

City of Asheboro’s Outstanding Debt
Figure 5

Governmental Governmental Business-Type Business-Type
Activities Activities Activities Activities Total Total
2009 2008 2009 2008 2008 2008
Generat abligation $ 522921 % 633,108 $ 4,362,657 $ 5281823 $ 4,885,578 § 5,815,031
bonds
Instaliment Purchases 929,738 1,337 685 - - 923,738 § 1,337,685
notes payable 8,957,656 9,166,811 $ 8,957,856 5% 9,166,811
Revenue bonds - .
Total $ 1452659 $ 1870793 $ 13,320,313 $14448734 $14,772,972 $164159,527
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