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DERTIFIES PUBLID ADDOL NTAMTS
4024 Oleander Drive Suite 2
Wilmington, North Carolina 2848%
Telephone (916) 7994872 Fax: (910 3954872

Independent Auditor's Report

To the Honarable Mayor and
Members of the Town Council
Attantic Beach, Morth Caroling

We have audited the accompanying financial statements of the governmental activitiss, the
business-type activities, each major fund, and the aggregated remaining fund information of the
Town of Atlantic Beach, North Carolina, as of and for the year-ended Jdune 30, 2009, which
colisctively comprises the Town's basic financial staternents as listed in the table of contents.
These financial statements are the responsibility of the Town of Atiantic Beack's management.
Cur responsibility is to express an opinion on these financial statements based on our audit.

Ve conducted our audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptrolier General of the United ‘States. Those standards
require that we plan and perform the audit toobtain reasonable assurance about whether the
‘basic financial statements are free of materiai misstatement. An audit includes examining, on.a
test basis, evidence supporting the amounts and disclosures in the financial statemeants, An-audit
also includes assessing the accouniing. principles used and significant estimates made by
management, 8s well as evaluating the overall financial statement presentation. We beileve that
our audit provides a reasonabie basis for our opinion.

in our opinion, based on-our audit, the financlal statemarits referred to shove present fairly, inall
material respects, the financial position of the governmental activities, the business-type
activities, each major fund, and the aggregate remaining fund information of the Town of Atlantic
Beach, North Carolina as of June 30, 2002, and the respective changes in financial position, and
cash flows where appropriate, thereof and the respeciive budgetary comparison for the Gensral
Fung for the year then ended in conformity with accounting princigles generally accepted in the
Wnited States of America,

In accordance with Government Auditing Standards we have aiso issusd our report dated
Cctober 18, 2009 on our consideration of Town of Aliantic Beach’s internal coritral cver financial
reporting and our tests of its compliance with cerfain provisions of laws, regulations, contracts,
and grants. The purpose 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
the internal control over financial reporting or on compliance. That report s an integral part of an
audit performed ‘in accordance with Government Auditing Standards and should ba read in
conjunction with this report in considering the results of our audit.




Management's Discussion and Analysis is not e required part of the basic financial statements
but is suppiementary information required by the Governmental Accounting Standards Board.
We have applied certain limited procedures, which consisted principally of inguires of
management Ttegarding the methods of measurement and presentation of the required
supplementary information. Howevar, we did.not audit this information and express ne apinion on
it.

Gur audit was performed for the purpose of forming an opinion on the financial statements that
collectively comprise the basic financial statements of the Town of Atiantic Beach, North Carolina.
The combining, and individual nonmajor fund financial staternents and schedules are presented
for purposes of additional analysis and are not a required part of the basic financial statemenis.
The combining and individual nonmajor fund financial statements have been subjected to the
auditing procedures applied in the audit of the basic financial statements and, in our opinion, are
fairly stated, in all material respects, in relation to'the basic financial statements faken as a whole,

ompsa ,,'nc::e_,.' lid
clober 18, 200




TOWN OF ATLANTIC BEACH
Management's Discussion and Analysis

As management of the Town of Atlantic Beach, we offer readers of the Town of Atlantic Beach
financial statements this narrative overview and analysis of the financial activities of the Town of
Atlantic Beach 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 Town's
financial statements, which follow this narrative.

Financial Highlights

*  The assets of the Town of Atlantic Beach exceeded its liabilities at the close of the fiscal year
by $13,403,313 (net assets).

e The government's total net assets increased by $704,449 due to an increase in the
governmental activities net assets.

¢ As of the close of the current fiscal year, the Town’s governmental funds reported combined
ending fund balances of $5,565,033. Approximately 81.56 percent of this total amount or
$4,538,848 is available for spending at the government's discretion (unreserved fund balance)
in the general fund. Unreserved fund balance in the special revenue fund totals $334,380.

e At the end of the current fiscal year, unreserved fund balance for the General Fund was
$4,538,848, or 84.84 percent of total general fund expenditures for the fiscal vear.

e The government’s total debt decreased by $351,176 during the current fiscal year.
The Town of Atlantic Beach has received the Government Finance Officers Association

(GFOA) Certificate of Achievement for Excellence in Financial Reporting each consecutive
year beginning with the June 30, 2000 annual report.

Overview of the Financial Statements

This discussion and analysis section is intended to serve as an introduction to Town of Atlanfic Beach
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 Atlantic Beach.



TOWN OF ATLANTIC BEACH
Management’s Discussion and Analysis

Required Components of Annual Financial Report

Figure 1
Management’s Basic
Discussion and Financial
Analysis Statements
Government- Fund Notes to the
wide 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 paris to the Fund Financial Statements: 1}
the governmental funds statements; 2) the budgetary comparison statements; and 3) the proprietary

fund statements.

The next section of the basic financial statements is the notes. The notes to the financial statements
explain in detail some of the data contained in those statements. After the notes, supplemental
information is provided to show details about the Town's individual funds. Budgetary information

required by the General Statutes also can be found in this part of the statements.




TOWN OF ATLANTIC BEACH
Management’s Discussion and Analysis

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 ahout the Town’s financial status
as a whole.

The two government-wide statements report the Town's net assets and how they have changed. Net
assets are the difference between the Town's total assets and total liabilities. Measuring net assets is
one way to gauge the Town's 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, streets, 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 services offered by the Town of Atlantic Beach.

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

The fund financial statements (see Figure 1) provide a more detailed look at the Town's most
significant activities. A fund is a grouping of related accounts that is used to maintain control over
resources that have been segregated for specific activities or objectives. The Town of Atlantic Beach,
like all other governmental entities in North Carolina, uses fund accounting to ensure and reflect
compliance (or non-compliance)} with finance-related legal requirements, such as the General Statutes
or the Town's budget ordinance. All of the funds of Town of Atlantic Beach 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 yecar. Governmental funds are reported using an accounting method called
modified accrual accounting which 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 more or less financial resources available to finance the Town's programs. The
relationship between 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 Town of Atlantic Beach 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 i 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.
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TOWN OF ATLANTIC BEACH
Management’s Discussion and Analysis

The statement shows four columns: 1) the original budget as adopted by the board; 2) the final budget
as amended by the board; 3) the actual resources, charges to appropriations, and ending balances in the
General Fund; and 4) the difference or variance between the final budget and the actual resources and
charges.

Proprietary Funds - Town of Atlantic Beach has one kind of proprietary fund. Enterprise Funds are
used to report the same functions presented as business-type activities in the government-wide
financial statements. Town of Atlantic Beach uses enterprise funds to account for its water activity.
These funds are 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. The notes o
the financial statements begin on page 31 of this report.

Other Information In addition to the basic financial statements and accompanying notes, this report
includes certain other required schedules concerning the Town of Atlantic Beach. The other schedules
can be found beginning on page 49 of this report.

Government-Wide Financial Analysis

Town of Atlantic Beach - Net Assets

Figure 2
"""""""" overnmental  musimessTyps
Activities Activities Total
2009 2008 2008 2008 2009 2008
Cmervandotherssses s7aniss  siwsw  agess  Gimen  Teeiss  7asiass
‘Capital assets _ 6,374,866 6,667,894 3,328,753 3,534,459 9,701,618 10,202,353:
Total agssets : 12,142,019 11,804,286 5,550,994 5,652,332 17,693,013 17,456,618
Gurrrt b | emom  oemsss eares el esezs  7aiaos
Long-term liabiities 3,612,128 3,964,866 11,348 11,678 3,623,476 . 3,976,544
. Total liabllites _ 4,215,155 4,654,554 74,546 103,202 4,289,701 4,757,753
. assets ) ,- ,. |
[vested incaphelassets, S
. Detofrelaeddebt 2617018 2670315 L 3494034 S9437TI 6064369
Restricted ... . 353406 80786 .. - a3u0e a07.546
- Unrestricted _ 4,956 444 4,271,874 2,149,696 2,055,076 7,106,136 6,326,950
Total net assets _ 7,926,864 7,149,735 5,476,449 5,548,130 13,403,313 12,698,865

As noted earlier, net assets may serve over time as one useful indicator of a government's financial
condition. The assets of the Town of Atlantic Beach exceeded liabilities by $13,403,313 as of
June 30, 2009. The Town's net assets increased by $704,449 for the fiscal year ended June 30, 2009,
This increase in net assets is composed of the following: (1) a decrease of $120,598 in the Town's
imvestment in capital assets (e.g. land, buildings, machinery, and equipment), less any related debt still
outstanding that was issued to acquire those items, (2) an increase in unrestricted net assets of
$779,186, (3) an increase in restricted net assets of $45,860. The Town of Atlantic Beach uses its
capital assets to provide services to citizens; consequently, these assets are not available for future
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TOWN OF ATLANTIC BEACH
Management’s Discussion and Analysis

spending. Although the Town of Atlantic Beach investment in its capital assets is réported 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’s net assets $353,406 (2.63%) represents resources that are subject to external restrictions on
how they may be used. The remaining balance of $7,106,136 is unrestricted.

Several particular aspects of the Town's financial operations influenced the total unrestricted
governmental net assets, notably, the continued diligence in the collection of property taxes by
accomplishing a tax collection percentage of 98.55% and receiving more than anticipated State-
collected revenues such as Local Sales Tax and Franchise Taxes.

Town of Atlantic Beach - Changes in Net Assets

Figure 3
Governmental Activities _ Business Fype A_g.tivities 3 ] T(lt.%_il
2009 2008 : 2009 2008 2009 2008
Program revenues: e e e e e e i ST, i
Charges for services L 1,002,506 893,227 1,089,455 . 967,728 2,091.961 ) 1,860,955
Operating granis & contributions 182,277 o 1228200 - ) - 82,277 122,820

Capital granis & contributions o000 - " 30,000

General revenues:

Properts taxes . | 2?1871,}25.: FXovTY ‘x - ,' | - | 2’3?13129._‘......... | 5 293084
. _Oi:nertaxt‘:\' | | | “ 11559 s o ‘ S e 7554
Umeslﬂcted .i.ntergovemmeﬁla.i“;évenues_: . o ‘ R - . ) ) . ‘ ‘ h
. Lomlopuun o i i . .993,4,03 DR R | 1._.“044,378 , . e
Canterei County ABC revenue 62,122 SAATE e eam e
'U““itiﬁﬁﬁfﬂm""*.ise tax . 194,759 AsLAly - 194759 18141)
Cable vision francise tax : 128329 120398 RS 128329 120,394
1c?egp_1_z_}__r_n_w1ic§sfions sales tax I 53,216 _ AR.68E ‘ - - 532}6 o ) 48,688
“.““E)fher'i;a_tergtwgrmncmal TeVenues. }2,869__________ 12,548 - B ] - 12;866 R 12,846
plossondisposaiofassers T R -
o P ekl e sio093 ssan T T 180117 ”33~5),1~76
 Totalrevenues 5,727.783 6.087,374 1.144.,904 1,063,811 5,872.687 TA51.185
Ifixpenses.;. ..... 5 | | |
e go_v;rnmc:mm “ | 13%?,189 ” },2(})(),”)‘9@ e e 1,206;5965
S ééfczy e e . 2;?%2,{}'2'7 2,803.457 . S, e 28(}2457

...Transpottation 38087 e [ 382*09—." ;
Economic & Physical Dovafopment 112,193 - - s 3
Envircpmental Protection ale3st o e 416381
Interest or Jong-term debt Lo 1799207 ' - 174270179020
Water - - 859,629 1,043,074 859,629 1.043.074
" Totalexpenses 5,308,609 5190476 850,679 T 043,074 6.168.238 6,133 500
ncrease (decrease) in net asscts e _
efore ransfers #9d7e ss6948 w5075 20737 704449

Transfers 157,955 350,125 (357.955) (350.125) - ‘ ’ .

JAncrease (decrease) in net assets afier

wensfes S TTIe 1247073 (2.680) (329,388) 017,685
Prior period adjustment e T T . T o
Nef assets, July 1 7149735 5,507,667 5549129 5878518 12,698.864 11.781.180
‘Net assets, June 30 7,926.864 7.149.735 5476440 5549130 [3.403313 12,695,865
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Governmental activities. Governmental activities increased the Town's net assets by $777,129
thereby accounting for 110.32% of the total growth in the net assets of the Town of Atlantic Beach.
This increase in the Town’s net assets can be attributed to several factors, While the tax rate was
lowered by 2.5 cents yielding less property tax revenue and investment revenue was down due to the
decreased interest rates, the Town received more than anticipated in State-collected revenues and
foresaw the economic downturn early and froze spending, salaries, and capital purchases except where
necessary.

Business-type activities. Business-type activities decreased the Town of Atlantic Beach net assets by
$72,680. The decrease was due to multiple factors. The Town transferred $357,955 to governmental
funds for retmbursement of shared personnel costs ($216,373) and debt service payment for Town-
owned property purchased for future use by both funds ($141,582). Revenues were increased slightly,
though not enough to offset total expenditures, due to a 4% increase in base and overage water rates
and the implementation of & $2.00 per month per unit stormwater fee to assist in planning for future
stormwater services and to assist in payment of the aforementioned debt service.

Financial Analysis of the Town's Funds

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

Governmental Funds. The focus of the Town of Atlantic Beach 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
usefu] 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 Atlantic Beach. At the end of the current
fiscal year, unreserved fund balance of the General Fund was $4,538,848 while total fund balance
reached $5,230,653. 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, which were $5,349,686.
Unreserved fund balance represents 84.84 percent of total General Fund expenditures, while total fund
balance represents 97.77 percent of that same amount.

At June 30, 2009, the governmental funds of Town of Atlantic Beach reported 2 combined fund
balance of §5,565,033, an increase of $710,063 from last year. Total fund balance for all governmental
funds represents 104.03 percent of total Governmental Funds expenditures,

General Fund Budgetary Highlights: During the fiscal vear, the Town revised the budget on several
occasions. Generally, budget amendments fall into one of three categories: 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. Several budget amendments were made to the original budget during the vear.

The final amended budget and actual amounts varied, largely due to the downward economic trends.
The Town budgeted conservatively for State-collected revenues and investment income, and based on
trends in building construction and real estate development projects for building permits and mmpact
fees. While the State-wide and local economic trends have continued on a declining scale, the Town of
Atlantic Beach received more of these revenues than expected. This increase in revenues, combined
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