



















http:www.gotopotter.com
http:704.283.81




Reissuance of Financial Statements

As discussed in Note 9 to the financial statements, the financial statements have been reissued for
reclassification of certain amounts in the Statements of Cash Flows, Proprietary Funds. The financial
statements were not restated and there is no effect on net position as of June 30, 2016.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated December 16,
2016 on our consideration of City of Albemarle’s internal control over financial reporting and on our tests
of its compliance with certain provisions of laws, regulations, contracts, and grants agreements, and other
matters. The purpose of the 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 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 City of Albemarle’s internal control over
financial reporting and compliance.

/22&4*

Monroe, North Carolina
December 16, 2016































































CITY OF ALBEMARLE, NORTH CAROLINA Exhibit I

STATEMENTS OF CASH FLOWS
PROPRIETARY FUNDS
For the Fiscal Year Ended June 30, 2016
Enterprise Funds
Water Department
and Landfill of

Sewer Fund  Electric Fund Fund Public Housing Total

Cash flows from operating activities:

Cash received from customers $ 8,844,396 $32,547043 $2,754926 § 510,759 $ 44,657,124
Cash paid for goods and services (3,010,698) (29,812,874) (1,041,531 {(2,226,155) (36,091,258)
Cash paid to employees for services (3,396,920)  (2,692,374) (726,052) (389,563)  (7,204,909)
Other operating revenues - 1,037,851 321,673 56,101 1,415,625
Net cash provided (used) by operating activities 2,436,778 1,079,646 1,309,016 (2,048,858} 2,776,582
Cash flows from noncapital financing activities:
Operating grants and subsidies 10,000 - - 1,885,994 1,895,994
Non operating revenue 51,402 34,030 - 84,593 170,025
Decreases in due to other funds 48,054 487,253 (300,000) - 235,307
Transfers to other funds (275,767) (763,336} (38,547) 14,077y (1,091,727
Total cash flows from noncapital financing activities (166,311) (2420533 (338,547) 1,956,510 1,209,599
Cash flows from capital and related financing activities:
Acquisition of capital assets (7,963,223) (856,202) (1,445,629) (454,979)  (10,720,033)
Principal paid on bonds and installment purchase agreements (1,104,629 (146,435) (176,015) {1,053)  (1,428,132)
Interest paid on bonds and instaliment purchase agreements (411 ,450) (27,341) (10,369) (360) (449,520)
Proceeds from issuance of long term debt 5,678,984 - 757,170 - 6,436,154
Capital grants - - - 417,681 417,681
Proceeds from sale of assets 18,721 19,964 860 - 39,545
Net cash provided (used) by capital and related financing
activities (3,781,597) (1,010,014) (873,983) (38,711 (5,704,305)
Cash flows from investing activities:
Interest earned on investments 1,144 2,180 3,605 2,657 9,586
Net increase {decrease) in cash and cash equivalents (1,509,986) {170,241) 100,091 (128,402)  {1,708,538)
Cash and cash equivalents at beginning of year 2,745,083 989,223 3,924 858 1,249,362 8,908,526
Cash and cash equivalents at end of year $ 1235097 $ 818982 $4024949 § 1120960 § 7,199,988

Reconciliation of operating income to net
cash provided by operating activities:
Operating income {loss) $ 1258241 § 958174 § (116964) § (2,545389) § (445,938}

Adjustments to reconcile operating income to net cash
provided by operating activities:
Depreciation 1,668,192 609,058 1,315,145 428,669 4,021,064
Changes in assets, deferred outflows of resources,
liabilities and deferred inflows of resources:

(Increase) decrease in accounts receivable (498316) 62,630 (20,677) 13,263 (443,100)
{Increase) decrease in inventory 56,219 {250,882) - - (194,663}
(Increase) decrease in prepaid expenses (44,677} {37,484) (10,453) (8,207) (100,821)
(Increase) decrease in net pension asset 261,176 217,450 51,999 - 530,625
(Increase) decrease in deferred outflows - pensions 753 483 170 127 1,533
Increase (decrease) in accounts payable and accrued liabilities 81,681 (288,706) (89,845) 50,732 (246,138)
Increase (decrease) in net pension liability 174,727 112,089 39,561 29,670 356,047
Increase (decrease) in deferred inflows of resources - pensions (487,148) (312,510) (110,297} 16,219 (893,736)
Increase (decrease) in customer deposits (106,229) (31,505) (25) (41,528) (179,287)
Increase (decrease) in current compensated absences 24,081 10,006 16,618 9,701 60,406
Increase (decrease) in postemployment benefits payable 48,078 30,843 10,885 2,115} 87,691
Increase (decrease) in accrued landfill postclosure costs - - 222899 - 222,899
Total adjustments 1,178,537 121,472 1,425,980 496,531 3,222,520
Net cash provided (used) by operating activities $ 2436778 % 1079646 § 1309016 $ (2,048,858) § 2776582
NON CASH TRANSACTIONS
Debt issued during the year $ 6552938 % - % - 5 - § 6,552,938
Change in accounts receivable other governments (873,954) - - - (873,954}
Proceeds From Long Term Debt $ 5678984 % - $ - $ - § 5678984

The notes to the financial statements are an integral part of this statement.
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CITY OF ALBEMARLE
NOTES TO THE FINANCIAL STATEMENTS
For the Fiscal Year Ended June 30, 2016

NOTE 8 -

NOTE 9 -

PRIOR PERIOD ADJUSTMENTS

During the year ended June 30, 2016, the City determined that amounts included in deferred
outflows of resources for City contributions subsequent to the measurement date were
understated. Therefore, an adjustment to beginning net position has been recorded to account
for these contributions, the effect of which increased net position for the governmental and
business-type activities by $250,956 and $166,277, respectively.

During the year ended June 30, 2016, the City determined that certain capital assets of the
electric fund had not been capitalized in prior years when they were placed in service.
Therefore, an adjustment to beginning capital assets and net position has been recorded, the
effect of which increased capital assets and net position of the electric fund and business-type
activities by $2,209,433.

During the year ended June 30, 2016, the ADDC determined that net asset balances were
incorrectly stated. Therefore, and adjustment to beginning net assets has been recorded, the
effect of which decreased in net assets by $56,000.

REISSUANCE OF FINANCIAL STATEMENTS

Subsequent to issuance of the financial statements for the year ended June 30, 2016, certain
amounts in the statement of cash flows for the Water and Sewer Fund were reclassified. The
decrease in accounts payable related to capital projects amounting to $984,646 was reclassified
from operating activities to capital and related financing activities in Exhibit I, Statements of
Cash Flows — Proprietary Funds, Water and Sewer Fund in these reissued financial statements.
No restatement of net position was required in these reissued financial statements.
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CITY OF ALBEMARLE, NORTH CAROLINA
COMBINING SCHEDULE OF REVENUES AND EXPENSES
DEPARTMENT OF PUBLIC HOUSING
For the Fiscal Year Ended June 30, 2016

Schedule 19

Department of Public Housing

Conventional Section 8 Capital Fund Totals

Operating Revenues

Rental income $ 514,659 - 8 - $ 514,659
Public Housing Revenues 56,101 - - 56,101
Total operating revenues 570,760 - - 570,760
Operating expenses
Administrative 494,533 203,239 9,099 706,871
Tenant services - - - -
Utilities 405,393 - - 405,393
Ordinary maintenance and operation 282,056 - - 282,056
General expenses 137,257 - - 137,257
Housing assistance program - 1,116,655 - 1,116,655
Nonroutine maintenance 39,248 - - 39,248
Depreciation 424,300 4,369 - 428,669
Total Operating expenses 1,782,787 1,324,263 9,099 3,116,149
Operating (loss) (1,212,027)  (1,324,263) (9,099) (2,545,389)
Nonoperating revenues (expenses)
Operating subsidies 663,087 1,222,907 - 1,885,994
Investment earnings 2,485 172 - 2,657
Interest and other charges (360) - - (360)
Nonoperating revenue 84,593 - - 84,593
Total nonoperating revenues 749,805 1,223,079 - 1,972,884
Net income (loss) before contributions
and transfers (462,222) (101,184) (9,099)  (572,505)
Capital contributions - - 417,681 417,681
Transfers (to) from other funds (14,077) - - (14,077)
(14,077) - 417,681 403,604
Change in net position (476,299) (101,184) 408,582 (168,901)
Net position, July 1 - restated 6,791,879 181,457 - 6,973,336
Net position, June 30 $ 6,315580 $ 80,273 $ 408,582 $6,804,435
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CITY OF ALBEMARLE, NORTH CAROLINA
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
For the Fiscal Year Ended June 30, 2016

Section 1I - Financial Statement Findings

Views of responsible officials and planned corrective actions: The City agrees with this finding and will adhere to
the corrective action plan on pages 114 and 115 of this report.

Finding 2016-3

MATERIAL WEAKNESS

Criteria: Management and the Council should ensure procedures are in place to appropriately safeguard assets.
Condition: In the collection department, cashiers do not consistently log off of their terminals when away from their
work stations. In addition, cash drawers at the work stations are not locked when in use or when stored in the vault

pending reconciliation,

Effect: Cashiers could record or process transactions at a workstation other than the one to which they are assigned
which would not allow for identification of the source of any errors that may occur.

Cause: The area in which the cashiers work is locked from the public except for the window access and
consideration of access to other cashiers and employees has been an oversight,

Recommendation: We recommend all cashiers log off of their terminals and lock the cash drawer whenever they are
away from the workstation, in order to prevent unauthorized use.

Views of responsible officials and planned corrective actions: The City agrees with this finding and will adhere to
the corrective action plan on pages 114 and 115 of this report.

Finding 2016-4

MATERIAL WEAKNESS

Criteria: Management and the Council should ensure procedures are in place to appropriately safeguard assets and
to ensure all transactions are properly authorized.

Condition: While there are procedures for approval of adjustments and write offs of customer utility accounts, there
appear no procedures for ensuring that all recorded account adjustments were actually authorized.

Effect: Transactions could be mishandled.

Cause: No control procedures for ensuring that adjustments recorded to customer accounts were appropriately
authorized.

Recommendation: We recommend management implement procedures for periodic review of adjustments and write
offs to customer accounts to ensure all such transactions are properly authorized.

Views of responsible officials and planned corrective actions: The City agrees with this finding and will adhere to
the corrective action plan on pages 114 and 115 of this report.

Finding 2016-3

SIGNIFICANT DEFICIENCY

Criteria: Management and the Council should ensure procedures are in place to appropriately safeguard assets.

Condition: Deposits from the parks and recreation department are not consistently made on a timely basis and are
not transported in a locked bag.
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CITY OF ALBEMARLE, NORTH CAROLINA
SCHEDULE OF EXPENDITURES OF FEDERAL AND STATE AWARDS
FOR THE YEAR ENDED JUNE 30, 2016

Federal
Grauntor/Pass-through CFDA
Grantor/Program title Number
FEDERAL AWARDS
U.S, Department of Housing & Urban Development
Direct Grant:
Low Income Housing:
Public and Indian Housing Operating Subsidies 14.850
Section &
Housing Choice Vouchers 14,871
Public Housing Capital Fund;
NCI9PO7550113 14.872
NC19PO7550114 14.872
NCI19PO7550114 14.872
U.S. Department of Transportation - Federal Highway Administration
Pass through NC Department of Transportation
Transportation Enhancement (STP-EB) - US52 Sidewalk 20.205
Transportation Enhancement (STP-EB) - Leonard Ave. Sidewalk 20.205
Governor's Highway Safety Program (201(5) 20.600
Govemnor's Highway Safety Program (2016} 20.600
1.5, Department of Justice
Pass through NC Department of Justice
Bullet Proof Vest Grant 16.607
Total assistance federal programs
STATE AWARDS
N.C Department of Natural and Culwral Resources
NC Drinking Water State Revolving Fund (52 Rehab)
NC Clean Water State Revolving Loan Program (Leachate Upgrade)
NC Clean Water State Revolving Loan Program (Headworks)
Parks and Recreation Trust Fund (Morehead Park Renovations)
N.C. Division of Water Infrastructure
Rural Center Capacity Grant N/A

Alum Sludge Study

N.C. Department of Transportation
Powell Bill

Total assistance state programs
Total assistance

Note to the Schedule of Expenditures of Federal and State Fipancial Awards:

Mote 1: Basis of Presentation

State/
Pass-through
Grantor's
Number

PT-15-09-15
PT-16-06-22

H-LRX-F-15-1868
C8370522-05
ESRF-T-2013-522-03
789

02-51-03
E-TAG-W-15-0020

DOT-4 32570

Federal
Direct & -
Pass-through
Expenditures

State
Expenditures

Local
Expenditures

663,087 - -
1,316,625 - -
171,409 - -
236,115 - -
10,157 - -
158,621 39,655 110,234
237,070 59,267 -
11,434 - 6,019
19,655 - 19,914
6,574 -
2,830,747 98,922 136,167
- 5,357,935 -
- 219,956 -
- 835,435 -

- 67,710
- 10,000 -

- 616,850
- 7,207,808 -
$ 2830747 $ 7207808 $ 136,167

The accompanying schedule of expenditures of federal and State awards (SEFSA) includes the federal and State grant activity of the City of Albemarle under the
programs of the federal government and the State of North Carolina for the year ended June 30, 2016. The information in this SEFSA is presented in accordance with
the requirements of Title Z US Code of Federal Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements for Federal
Awards and the State Single Audit Implementation Act. Because the Schedule presents only a selected portion of the operations of the City, it is not intended to and does
not present the financial position, changes in net position or cash flows of the City of Albemarle.

Note 2: Summary of Significant Accounting Policies

Expenditures reported in the SEFSA are reported on the modified accrual basis of accounting. Such expenditures are recognized following the cost principles contained
in Uniform Guidance, wherein certain types of expenditures are not allowable or are limited as 1o reimbursement. The City has elected not to use the 10-percent de

minimis indirect cost rate as allowed under the Uniform Guidance.

Mote 3: Loans Outstanding

The City of Albemarle had the following loan balances at June 30, 2016 for loans that the grantor/pass-through grantor has still imposed continuing compliance
requirements. Loans outstanding at the beginning of the year and loans made during the year are included in the SEFSA. The balance of loans outstanding at June 30,

2016 consist of:
CFDA
Program Name Number

NC Drinking Water State Revolving Fund (52 Rehab)
NC Clean Water State Revolving Loan Program (Leachate Upgrade)
NC Clean Water State Revolving Loan Program (Headworks)
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State / Pass-through

Grantor's
Number
H-LRX-F-15-1868
CS8370522-05

ESRF-T-2013-522-03

Amount
Outstanding

5,357,935
219,956
836,435



