TOWN OF CARRBORO, NORTH CAROLINA

FINANCIAL STATEMENTS AND

SUPPLEMENTARY INFORMATION

June 30, 2003



Town of Carrboro, North Carolina

Exhibit

w N

TABLE OF CONTENTS

List of Principal Officials ..........cccuviiiiiiiececce e
Independent Auditors’ Report ............cccovei i e
Financial Statements

Combined Balance Sheet - All Fund Types and Account Groups ...........
Combined Statement of Revenues, Expenditures and Changes

in Fund Balances - All Governmental Fund Types.......cccccvvivieninnnennn.
Combined Statement of Revenues, Expenditures and Changes

in Fund Balances - Budget and Actual - General and Special

ReVENUE FUNAS ......eviiiiiie et
Statement of Revenues, Expenses and Changes in Fund

Balance - Fiduciary FUNd TYPe ....coooiiiiiiee e
Statement of Cash Flows - Fiduciary Fund Type.......ccccovvcoiiniiinennene.
Notes to Combined Financial Statements............ccoooiii i,

Required Supplementary Financial Data

Law Enforcement Officers’ Special Separation Aliowance
Required Supplementary Information - Schedule of Funding
PrOQrESS .ttt e

Law Enforcement Officers’ Special Separation Allowance
Required Supplementary Information - Schedule of Employer
CoNtBULIONS ..ot

Law Enforcement Officers’ Special Separation Allowance
Required Supplementary Information - Notes to the Required
SCREAUIES ..ot

SUPPLEMENTARY INFORMATION
Combining and Individual Fund Financial Statements Section

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

Special Revenue Funds
Combining Balance Sheet..........ccoiiiiiiiii
Combining Statement of Revenues, Expenditures and
Changes in Fund Balances..........coooovciiiiiin i

10

12
13
15

40

41

41

43

49

50



Town of Carrboro, North Carolina

Exhibit

Schedule

1
2
3

o O

TABLE OF CONTENTS (Continued)

SUPPLEMENTARY INFORMATION (CONTINUED)

Special Revenue Funds (Continued)
Schedule of Revenues, Expenditures and Changes in Fund
Balance - Project Authorization and Actual - HOME Program

Grant MatCh FUNG.. ...ttt e s e e e e e eann e raanas

Schedule of Revenues, Expenditures and Changes in Fund
Balance - Project Authorization and Actual - Revolving Loan

Schedule of Revenues, Expenditures and Changes in Fund

Balance - Budget and Actual - Capital Reserve Fund ....................

Schedule of Revenues, Expenditures and Changes in Fund

Balance - Budget and Actual - Payment in Lieu Reserve Fund.......

Capital Projects Fund
Schedule of Revenues, Expenditures and Changes in Fund

Balance - Project Authorization and Actual ...,

ADDITIONAL FINANCIAL DATA

Schedule of Ad Valorem Taxes Receivable.........ocvvveevviinevieeriiierennnn.
Analysis of Current Tax Levy - Town-Wide Levy ...,
Schedule of Interfund TransSfers......oee e

COMPLIANCE SECTION

Report on Compliance and on Internal Control Over
Financial Reporting Based on an Audit of General Purpose
Financial Statements Performed in Accordance with

Government Auditing Standards...............c..ccccccvniiiiiininiinn,

Report on Compliance with Requirements Applicable to
Each Major State Program and Internal Control Over
Compliance in Accordance with Applicable Sections of
OMB Circular A-133 and the State Single Audit

Implementation Act.............coooiiiii
Schedule of Findings and Questioned COStS..........cccovviiiiiiiiiicenine.
Summary Schedule of Prior Audit Findings .................oooo
Schedule of Expenditures of Federal and State Awards ......................

Page No.

51

52
54

55

56

60
61
62

65

67
69
71
72



Town of Carrboro, North Carolina

LIST OF PRINCIPAL OFFICIALS

BOARD OF ALDERMEN

Michael Nelson, Mayor

Alex Zaffron, Mayor Pro-Tempore Diana McDuffee
Joal Hall Broun John Herrera
Mark Dorosin Jacquelyn Gist

TOWN MANAGER

Robert W. Morgan

ASSISTANT TOWN MANAGER

L. Bingham Roenigk

MANAGEMENT SERVICES DEPARTMENT

Judy Weller, Accounting Officer
Jan Bryant-Berry, Purchasing Officer
Cindy McLeod, Staff Accountant
Annette E. Rogers, Accounting Technician Il
Paula Ragan, Accounting Technician |
Carrie Farrington, Program Support Assistant |l



THIS PAGE LEFT INTENTIONALLY BLANK.



%
DIXON ODOM pLLC..

Certified Public Accountants and Consultants

INDEPENDENT AUDITORS’ REPORT

To the Honorable Mayor and Members
of the Board of Aldermen

Town of Carrboro

Carrboro, North Carolina

We have audited the accompanying general purpose financial statements of the Town of
Carrboro, North Carolina as of June 30, 2003 and for the year then ended, as listed in the table
of contents. These general purpose financial statements are the responsibility of the Town of
Carrboro’s management. Our responsibility is to express an opinion on these general purpose
financial statements based on our audit.

We 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 Comptroller General of the United States. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the
general purpose financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the general
purpose financial statements. An audit also includes assessing the accounting principles used
and significant estimates made by management, as well as evaluating the overall general
purpose financial statement presentation. We believe that our audit provides a reasonable basis
for our opinion.

In our opinion, the general purpose financial statements referred to above present fairly, in all
material respects, the financial position of the Town of Carrboro as of June 30, 2003, and the
results of its operations and the cash flows of its fiduciary fund type for the year then ended, in
conformity with accounting principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated
September 10, 2003 on our consideration of the Town of Carrboro’s internal control over
financial reporting and our tests of its compliance with certain provisions of laws, regulations,
contracts and grants. That report is an integral part of an audit performed in accordance with
Government Auditing Standards and should be read in conjunction with this report in considering
the results of our audit.

A member of
Moores Rowland International

P 1829 Eastchester Drive
P.O. Box 2646

mri : -3 . .
High Point, NC 27261-2646

An association of independent

accounting firms throughout the world. 336-889-51 56, Fax 336-889-6168



Our audit was performed for the purpose of forming an opinion on the general purpose financial
statements of the Town of Carrboro taken as a whole. The combining and individual fund financial
statements and schedules, as well as the accompanying schedule of expenditures of federal and
state awards as required by U. S. Office of Management and Budget Circular A-133, Audits of
States, Local Governments, and Non-Profit Organizations, and the State Single Audit
Implementation Act, are presented for purposes of additional analysis and are not a required part
of the general purpose financial statements of the Town of Carrboro. Such information has been
subjected to the auditing procedures applied in the audit of the general purpose financial
statements and, in our opinion, is fairly stated, in all material respects, in relation to the general
purpose financial statements taken as a whole.

QD,‘,)(MOA&W\ PLc

September 10, 2003



FINANCIAL STATEMENTS

These financial statements provide an overview of the financial position of all funds and account
groups and the operating results of all funds and the cash flows of the fiduciary fund. They also
serve as an introduction to the more detailed statements and schedules that follow.



TOWN OF CARRBORO, NORTH CAROLINA

COMBINED BALANCE SHEET - ALL FUND TYPES AND ACCOUNT GROUPS
June 30, 2003

Governmental Fund Types

Special Capital
ASSETS AND OTHER DEBITS General Revenue - Projects
Assets
Cash and cash equivalents $ 5,048,124 $ 1,382,960 $ 268,001
Taxes receivable 239,173 - -
Accounts receivable 63,938 - -
Notes receivable - 254,611 -
Due from governmental agencies 858,615 - -
Inventories 24,387 - -
Prepaid items 106,377 - -
Fixed assets - - -
Other debits
Amount to be provided for the retirement of general
long-term debt - - -
Total Assets and Other Debits $ 6,340,614 % 1,637,571 $ 268,001
LIABILITIES, EQUITY AND OTHER CREDITS
Liabilities
Accounts payable and accrued liabilities $ 503,992 $ - $ -
Deferred revenues 456,414 254,611 -
General obligation bonds payable - current - - -
Compensated absences payable - - -
General obligation bonds payable - noncurrent - - -
Installment purchases payable - equipment - - -
Instaliment purchases payable - improvements - - -
Net pension obligation - - -
Total liabilities 960,406 254,611 -
Equity and other credits
Investment in general fixed assets - - -
Fund balances
Reserved for encumbrances 133,345 - -
Reserved for prepaid items 106,377 - -
Reserved by state statute 845,413 - -
Unreserved
Designated for project expenditures 14,924 - -
Designated for specific purposes 138,851 820,848 268,001
Designated for subsequent year’s expenditures 723,572 128,418 -
Undesignated 3,417,728 433,694 -
Total equity and other credits 5,380,208 1,382,960 268,001
Total Liabilities, Equity and Other Credits $ 6,340,614 $ 1,637,571 $ 268,001

The Notes to Combined Financial Statements are an integral part of this statement.
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Exhibit A

Account Groups
General General Total
Fixed Long-Term {Memorandum
Assets Debt Only)

$ - $ - $ 6,699,085
- - 239,173
- - 63,938
- - 254,611
- - 858,615
- - 24,387
- - 106,377
12,781,087 - 12,781,087

- 5,509,728 5,609,728

$§ 12,781,087 $ 5509728 $ 26,537,001

$ - $ - $ 503,992

- ' 711,025
- 161,857 161,857
- 408,831 408,831
- 575,393 575,393
- 635,751 635,751
- 3,596,030 3,596,030
- 131,866 131,866

- 5,609,728 6,724,745

12,781,087 - 12,781,087

- - 133,345
- - 106,377
- - 845,413

- - 14,924
- - 1,227,700
- - 851,990
- - 3,851,420

12,781,087 - 19,812,256

$ 12781087 $ 5509728 $ 26,537,001

The Notes to Combined Financial Statements are an integral part of this statement.

-7-
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TOWN OF CARRBORO, NORTH CAROLINA

COMBINED STATEMENT OF REVENUES, EXPENDITURES AND

CHANGES IN FUND BALANCES - ALL GOVERNMENTAL FUND TYPES
Year Ended June 30, 2003

Exhibit B

Revenues
Ad valorem taxes
Local option sales taxes
Other taxes and licenses
Unrestricted intergovernmental
Restricted intergovernmental
Permits and fees
Sales and services
Investment earnings
Other

Total revenues

Expenditures

Current:
General government
Public safety
Planning
Transportation
Public works
Parks and recreation

Capital outlay

Debt service:
Principal retirement
Interest and fees

Other appropriations

Total expenditures
Revenues over (under) expenditures
Other financing sources (uses)

Operating transfers from other funds
Qperating transfers to other funds
Proceeds of refunding bonds
Payment to refunded bond escrow agent
Proceeds from instaliment purchase
agreements

Total other financing sources

Revenues and other sources over
(under) expenditures and other uses

Fund balances, beginning of year

Residual equity transfers
From (to) other funds

Fund balances, end of year

Governmental Fund Types Total
Special Capital {Memorandum)
General Revenue Projects Only)
$ 7,324,513 - - $ 7,324,513
2,278,779 - - 2,278,779
387,152 - - 387,152
564,687 - - 564,687
689,984 - - 689,984
747,441 - - 747,441
195,494 - - 195,494
50,797 27,819 - 78,616
57,510 102,652 7,162 167,324
12,296,357 130,471 7,162 12,433,990
1,923,071 - - 1,923,071
3,442,054 - - 3,442,054
922,863 - - 922,863
747,737 - - 747,737
2,919,627 - - 2,919,627
994,878 - - 994,878
- - 938,741 938,741
848,478 - - 848,478
300,630 - - 300,630
- 138,041 - 138,041
12,099,338 138,041 938,741 13,176,120
197,019 (7,570) (931,579) (742,130)
190,822 140,152 1,500 332,474
(140,152) (107,322) (45,000) (292,474)
637,250 - - 637,250
(622,000) - - (622,000)
224,039 - 881,100 1,105,139
289,959 32,830 837,600 1,160,389
486,978 25,260 (93,979) 418,259
4,720,379 1,330,029 389,651 6,440,059
172,851 27,671 (27,671) 172,851
$ 5,380,208 1,382,960 268,001 $ 7,031,169

The Notes to Combined Financial Statements are an integral part of this statement.
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TOWN OF CARRBORO, NORTH CAROLINA

COMBINED STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCES - BUDGET AND ACTUAL -
GENERAL AND SPECIAL REVENUE FUNDS

Year Ended June 30, 2003
General Fund
Variance
Favorable
Budget Actual (Unfavorable)
Revenues
Ad valorem taxes $ 7,315,005 $ 7,324513 $ 9,508
Local option sales taxes 2,104,750 2,278,779 174,029
Other taxes and licenses 364,234 387,152 22,918
Unrestricted intergovernmental 180,810 564,687 383,877
Restricted intergovernmental 700,787 689,984 (10,803)
Permits and fees 793,980 747 441 (46,539)
Sales and services 164,000 195,494 31,494
Investment earnings 80,000 50,797 (29,203)
Other 39,300 57,510 18,210
Total revenues 11,742,866 12,296,357 553,491
Expenditures
Current:
General government 2,070,483 1,981,606 88,877
Public safety 3,906,749 3,657,005 249,744
Planning 1,024,226 930,628 93,598
Transportation 747,957 747,737 220
Public works 3,388,064 3,122,120 265,944
Parks and recreation 1,169,777 1,047,338 122,439
General services 4,400 - 4,400
Debt service 621,447 612,904 8,543
Total expenditures 12,933,103 12,099,338 833,765
Revenues over (under) expenditures (1,190,237) 197,019 1,387,256
Other financing sources (uses)
Operating transfers from other funds 287,023 190,822 (96,201)
Operating transfers to other funds (140,152) (140,152) -
Proceeds of refunding bonds 637,250 637,250 -
Payment to refunded bond escrow agent (622,000) (622,000) -
Proceeds from installment purchase agreements 257,689 224,039 (33,650)
Total other financing sources {(uses) 419,810 289,959 (129,851)
Revenues and other sources over {(under)
expenditures and other uses (770,427) 486,978 1,257,405
Appropriated fund balance 770,427 - (770,427)
Revenues, other sources and appropriated fund
balance over expenditures and other uses 3 - 486,978 3 486,978
Fund balances, beginning of year 4,720,379
Residual equity transfers
From other funds 172,851

Fund balances, end of year

$ 5,380,208

The Notes to Combined Financial Statements are an integral part of this statement.
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Exhibit C

Special Revenue Funds

Variance
Favorable
Budget Actual (Unfavorable)
$ - $ - $ -
- 12,395 12,395
- 12,395 12,395
- 12,395 12,395
- 125,000 125,000
(203,523) (107,322) 96,201
(203,523) 17,678 221,201
(203,523) 30,073 233,596
203,523 - (203,523)
3 - 30,073 $ 30,073
923,737
27,671
$ 981,481

The Notes to Combined Financial Statements are an integral part of this statement.
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TOWN OF CARRBORO, NORTH CAROLINA Exhibit D

STATEMENT OF REVENUES, EXPENSES AND
CHANGES IN FUND BALANCE - FIDUCIARY FUND TYPE
Year Ended June 30, 2003

Non-
Expendable
Trust Total
Cemetery (Memorandum
Trust Fund Only)
Operating transfers
Operating transfers to General Fund $ (40,000) $ (40,000)
Total operating transfers (40,000) (40,000)
Fund balance, beginning of year 212,851 212,851
Residual equity transfers
To other funds (172,851) (172,851)
Fund balance, end of year $ - $ -

The Notes to Combined Financial Statements are an integral part of this statement.
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TOWN OF CARRBORO, NORTH CAROLINA Exhibit E

STATEMENT OF CASH FLLOWS - FIDUCIARY FUND TYPE
Year Ended June 30, 2003

Non- Total
Expendable (Memorandum
Trust Only)
CASH FLOWS FROM NONCAPITAL FINANCING
ACTIVITIES
Operating transfers to other funds $ {(40,000) $ (40,000)
Residual equity transfers to other funds (172,851) (172,851)
NET CASH USED BY NONCAPITAL
FINANCING ACTIVITIES (212,851) (212,851)
NET DECREASE IN CASH
AND CASH EQUIVALENTS (212,851) (212,851)
CASH AND CASH EQUIVALENTS,
BEGINNING OF YEAR 212,851 212,851
CASH AND CASH EQUIVALENTS,
END OF YEAR $ - $ -

The Notes to Combined Financial Statements are an integral part of this statement.

-13 -
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TOWN OF CARRBORO, NORTH CAROLINA

NOTES TO COMBINED FINANCIAL STATEMENTS
June 30, 2003

Note 1.

Summary of Significant Accounting Policies

The accounting policies of the Town of Carrboro (the “Town”) conform to generally accepted
accounting principles as applicable to governments. The following is a summary of the more
significant accounting policies:

Reporting Entity

The Town of Carrboro is a political subdivision of Orange County which is governed by an
elected mayor and a six-member Board of Aldermen.

Basis of Presentation - Fund Accounting

The accounts of the Town are organized and operated on the basis of funds and account
groups. A fund is an independent fiscal and accounting entity with a self-balancing set of
accounts comprised of assets, liabilities, fund equity, revenues, and expenditures or
expenses as appropriate. Fund accounting segregates funds according to their intended
purpose and is used to aid management in demonstrating compliance with finance-related
legal and contractual provisions. The minimum number of funds is maintained consistent
with legal and managerial requirements. The account groups are not funds but are a
reporting device used to account for certain assets and liabilities of the governmental funds
that are not recorded directly in those funds.

The Town uses the following fund categories (further divided by fund type) and account
groups:

GOVERNMENTAL FUNDS are used to account for the Town’s governmental functions.
Governmental funds include the following fund types:

General Fund - The General Fund is the general operating fund of the Town. ltis
used to account for all financial resources except those 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
general government administration, public safety, street maintenance and
construction, and sanitation services.

Special Revenue Funds - The Special Revenue Funds account for specific
revenue sources (other than major capital projects) that are legally restricted to
expenditures for specific purposes. The Town maintains four Special Revenue
Funds within the governmental fund types, including the HOME Program Grant
Match Fund, the Revolving Loan Fund, the Capital Reserve Fund, and the Payment
in Lieu Reserve Fund.

Capital Projects Fund - The Capital Projects Fund accounts for financial resources
to be used for the acquisition or construction of major capital facilities (other than
those financed by trust funds).

-15 -



TOWN OF CARRBORO, NORTH CAROLINA

NOTES TO COMBINED FINANCIAL STATEMENTS
June 30, 2003

Note 1.

Summary of Significant Accounting Policies (Continued)

B. Basis of Presentation - Fund Accounting (Continued)

FIDUCIARY FUNDS are used to account for assets held by the Town of Carrboro in a
trustee capacity or as an agent for individuals, private organizations or other funds. The
Town has one Fiduciary Fund, that being the Cemetery Trust Fund. A further
description of this fund follows:

Cemetery Trust Fund - In 1984 the Town established a nonexpendable Cemetery
Trust Fund for the purpose of perpetually caring for and beautifying the Town’s
cemeteries. During the year ended June 30, 2003, the Town received legislative
approval to close the Cemetery Fund. The residual equity was transferred to the
General Fund and is included in fund balance designated for specific purposes.

ACCOUNT GROUPS

General Fixed Assets Account Group - This group of accounts is established to
account for all fixed assets of the Town acquired principally for general purposes.

General Long-Term Debt Account Group - This group of accounts is established
to account for all general long-term debt and certain other liabilities.

C. Measurement Focus and Basis of Accounting

The accounting and financial reporting treatment applied to a fund is determined by its
measurement focus. All governmental funds are accounted for using a current financial
resources measurement focus. With this measurement focus, only current assets and
current liabilities generally are included on the balance sheet. Operating statements of these
funds present increases (i.e., revenues and other financing sources) and decreases (i.e.,
expenditures and other financing uses) in net current assets.

The fiduciary fund type is accounted for on the flow of economic resources measurement
focus. With this measurement focus, all assets and all liabilities associated with the
operation of this fund are included on the balance sheet. Fiduciary fund type equity (i.e., net
total assets) is represented by fund balance. Operating statements for this fund present
increases (e.g. revenues) and decreases (e.g. expenses) in net total assets.

The basis of accounting determines when the revenues and expenditures or expenses and
the related assets and liabilities are recognized in the accounts and reported in the financial
statements. Basis of accounting relates to the timing of the measurements made, regardless
of the measurement focus applied.

-16 -



TOWN OF CARRBORO, NORTH CAROLINA

NOTES TO COMBINED FINANCIAL STATEMENTS
June 30, 2003

Note 1.

Summary of Significant Accounting Policies (Continued)

Measurement Focus and Basis of Accounting (Continued)

In accordance with North Carolina General Statutes, all funds of the Town are maintained
during the year using the modified accrual basis of accounting. The governmental fund
types are presented in the financial statements on this same basis. Under the modified
accrual basis, revenues are recognized in the accounting period when they become
susceptible to accrual (i.e., when they are “measurable” and “available”) to pay the liabilities
of the current period. In addition, expenditures are recorded when the related fund liability is
incurred, if measurable, except for unmatured principal and interest on general long-term
debt, which are recognized when due, and certain compensated absences and claims and
judgments, which are recognized when the obligations are expected to be liquidated with
expendable available financial resources.

The Town recognizes assets of nonexchange transactions in the period when the underlying
transaction occurs, when an enforceable legal claim has arisen, or when all eligibility
requirements are met. Revenues are recognized on the modified accrual basis of
accounting when they are measurable and available. Nonexchange transactions occur
when one government provides (or receives) value to (from) another party without receiving
(or giving) equal or nearly equal value in return. The Town considers all revenues available
if they are collected within 60 days after year end, except for property taxes. Ad valorem
taxes receivable are not accrued as a revenue because the amount is not susceptible to
accrual. At June 30, taxes receivable are materially past due and are not considered to be
an available resource to finance the operations of the subsequent year. Also, as of
January 1, 1993, 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, Orange County is responsible for billing and collecting the property taxes on
registered motor vehicles on behalf of all municipalities and special tax districts in the
County, including the Town of Carrboro. For motor vehicles registered under the staggered
system, property taxes are due the first day of the fourth month after the vehicles are
registered. The billed taxes are applicable to the fiscal year in which they become due.
Therefore, the Town’s vehicle taxes for vehicles registered in Orange County from March
2002 through February 2003 apply to the fiscal year ended June 30, 2003. Uncollected
taxes which were billed during this period are shown as a receivable in these financial
statements and are offset by deferred revenues. Those taxes for vehicles registered from
March 1 through the fiscal year end apply to the 2003-2004 fiscal year and are not shown as
receivables at June 30, 2003. For vehicles registered under the annual system, taxes are
due on May 1 of each year. For those vehicles registered and billed under the annual
system, uncollected taxes are reported as a receivable on the financial statements and are
offset by deferred revenues because the due date and the date upon which interest begins
to accrue passed prior to June 30. The taxes for vehicles registered annually that have
already been collected as of year end are also reflected as deferred revenues at June 30,
2003 because they are intended to finance the Town’s operations during the 2003-2004
fiscal year.

-17 -



TOWN OF CARRBORO, NORTH CAROLINA

NOTES TO COMBINED FINANCIAL STATEMENTS
June 30, 2003

Note 1.

Summary of Significant Accounting Policies (Continued)

Measurement Focus and Basis of Accounting (Continued)

Sales taxes collected and held by the state at year end on behalf of the Town are recognized
as revenue. Generally, intergovernmental revenues and sales and services are not
susceptible to accrual because they are not measurable until received in cash. Certain
state-shared revenues received beyond 60 days of the Town’s fiscal year end are accrued
as receivables and offset by deferred revenues if the payment received related to events
occurring prior to year end. Grant revenues which are unearned at year end are recorded as
deferred revenues.

Fiduciary fund types are presented in the financial statements on the accrual basis of
accounting. Under this basis, revenues are recognized in the accounting period when
earned and expenses are recognized in the period they are incurred. As permitted by
generally accepted accounting principles, the Town has elected to apply only applicable
FASB Statements and Interpretations issued before November 30, 1989 in its accounting
and reporting practices for its fiduciary fund types.

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, the Capital Reserve Fund and the Payment
in Lieu Reserve Fund (Special Revenue Fund types). All annual appropriations lapse at the
fiscal year end. Project ordinances are adopted for the remaining Special Revenue Funds
and the Capital Projects Fund. All budgets are prepared using the modified accrual basis of
accounting.

Expenditures may not legally exceed appropriations at the departmental level for all annually
budgeted funds and at the fund level for multi-year funds. The Finance Officer is authorized
to approve intradepartmental transfer requests between appropriation units and between
departmental programs within the limits of the approved departmental budget. In the Capital
Projects Fund, the Town Manager is allowed to transfer funds under $10,000 between line
items as long as transfers are within the overall project budget. During the year, several
amendments to the original budget were necessary, the effects of which were not material.

A budget calendar is included in the North Carolina General Statutes which prescribes the
last day on which certain steps of the budget procedure are to be performed. The following
schedule lists the tasks to be performed and the date by which each is required to be
completed.

April 30 - Each department head will transmit to the budget officer the budget requests
and the revenue estimates for their department for the budget year.

June 1 - The budget and the budget message shall be submitted to the governing
board. The public hearing on the budget shall be scheduled at this time.

July 1 - The budget ordinance shall be adopted by the governing board.

-18 -



TOWN OF CARRBORO, NORTH CAROLINA

NOTES TO COMBINED FINANCIAL STATEMENTS
June 30, 2003

Note 1.

Summary of Significant Accounting Policies (Continued)

Budgetary Data (Continued)

As required by state law [G. S. 159-26(d)], the Town maintains encumbrance accounts
which are considered to be “budgetary accounts.” Encumbrances outstanding at year end
represent the estimated amounts of the expenditures ultimately to result if unperformed
contracts in progress at year end are completed. Encumbrances outstanding at year end do
not constitute expenditures or liabilities. These encumbrances outstanding are reported as
“reserved for encumbrances” in the fund balance section of the combined balance sheet and
will be charged against the subsequent year’'s budget.

Assets, Liabilities 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 and loan 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 nonguaranteed federal
agencies; certain high quality issues of commercial paper and bankers’ acceptances;
and the North Carolina Capital Management Trust (NCCMT).

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, an SEC-registered (2a-7) money
market mutual fund, are valued at fair value, which is the NCCMT’s share price. 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 earnings and investment
contracts are reported at cost.

Cash and Cash Equivalenis

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

NOTES TO COMBINED FINANCIAL STATEMENTS
June 30, 2003

Note 1.

Summary of Significant Accounting Policies (Continued)

Assets, Liabilities and Fund Equity (Continued)

3.

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 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, 2002.

Aliowances 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 written off in prior years.

Inventory

The inventory of the Town is valued at weighted average cost (first-in, first-out), which
approximates market. The Town’s General Fund inventory consists of expendable
supplies that are recorded initially in inventory accounts and charged as expenditures
when used.

Fixed Assets

Fixed assets are recorded at original cost. Donated fixed assets are recorded at the fair
value on the date of donation. Public domain or infrastructure general fixed assets are
not capitalized because such assets are immovable and are of value only to the Town.
Also, the Town has elected not to capitalize those interest costs which are incurred
during the construction period of general fixed assets. Depreciation is not recorded on
general fixed assets.

Fund Equity

Reservations or restrictions of equity represent amounts that are not appropriable or are
legally segregated for a specific purpose. Designations of equity represent tentative
management plans that are subject to change.

State law [G. S. 159-13(b)(16)] restricts appropriation of fund balance or fund equity for
the subsequent year's budget to an amount not to exceed the sum of cash and
investments minus the sum of liabilities, encumbrances, and deferred revenues arising
from cash receipts as those amounts stand at the close of the fiscal year preceding the
budget year.
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Note 1. Summary of Significant Accounting Policies (Continued)

E. Assets, Liabilities and Fund Equity (Continued)

7. Fund Equity (Continued)

The governmental fund types classify fund balances as follows:
RESERVED:

Reserved for encumbrances - portion of fund balance available to pay for any
commitments related to purchase orders and contracts which remain
unperformed at year end.

Reserved for prepaid items - portion of fund balance that is not available for
appropriation because it represents the year-end fund balance of prepaid
expenses, which are not expendable, available resources.

Reserved by state statute - portion of fund balance, in addition to reserves for
encumbrances and reserves for inventories, which is not available for
appropriation under state law [G. S. 159-8(a)]. This amount is usually
comprised of accounts receivable and interfund receivables which have not
been offset by deferred revenues.

UNRESERVED:
Designated for project expenditures - portion of fund balance designated to
ensure funding for items intended for expenditure in the current fiscal year but

for which the Town has not completed the project to enable spending.

Designated for specific purposes - portion of fund balance designated for
specific purposes approved by the Town.

Designated for subsequent year’s expenditures - portion of the total fund
balance available for appropriation that has been designated for the adopted
2003-2004 budget ordinance.

Undesignated - portion of total fund balance available for appropriation that is
uncommitted at year end.
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Note 1.

Summary of Significant Accounting Policies (Continued)

Revenues, Expenditures and Expenses

Other Resources

Transfers from a fund receiving revenue to the fund through which the resources are to be
expended are recorded as “operating transfers out” in the transferring fund and “operating
transfers in” in the receiving fund.

Compensated Absences

The vacation policy of the Town provides for the accumulation of annual vacation leave
without any applicable maximum until December 31st of each calendar year. However, if an
employee separates from service, payment for accumulated annual vacation leave shall not
exceed 240 hours (14 duty days for shift fire personnel). On December 31st of each
calendar year, any employee with more than 240 hours (14 duty days for shift fire personnel)
of accumulated leave shall have the excess accumulation converted to sick leave so that
only 240 hours (14 duty days for shift fire personnel) are carried forward to January 1st of the
next calendar year. For the Town, the current portion of the accumulated vacation pay is not
considered to be material; therefore, no expenditure or liability has been reported in the
governmental funds. The Town’s liability for accumulated earned vacation and the salary-
related payments for governmental funds is recorded in the General Long-Term Debt
Account Group.

The Town’s sick leave policy provides for an unlimited accumulation of earned sick leave.
Sick leave does not vest, but any unused sick leave accumulated at the time of retirement
may be used in the determination of length of service for retirement benefit purposes. Since
the Town has no obligation for the accumulated sick leave until it is actually taken, no
accrual for sick leave has been made.

Total (Memorandum Only) Columns

The total columns on the accompanying financial statements are captioned as “Total
(Memorandum Only)” because they do not represent consolidated financial information and
are presented only to facilitate financial analysis. The columns do not present information
that reflects financial position, results of operations, or cash flows in accordance with
generally accepted accounting principles. Interfund eliminations have not been made in the
aggregation of these data.
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NOTES TO COMBINED FINANCIAL STATEMENTS

June 30, 2003

Note 2.

Budget-to-GAAP Reconciliation

Exhibit C, the Combined Statement of Revenues, Expenditures and Changes in Fund
Balances - Budget and Actual, compares the budget and actual data by fund type for those

governmental funds that adopt annual budgets.

Therefore, only those Special Revenue

Funds that adopt annual budgets are included on Exhibit C, while all Special Revenue Funds
are included in Exhibit B. The Capital Projects Fund does not adopt an annual budget;
therefore, this fund is not included in Exhibit C. A budget-to-GAAP reconciliation for the
Special Revenue Funds and the Capital Projects Fund is included below:

Revenues - annual budget
Add revenues recorded in multi-year budgets

Total revenues
Expenditures recorded in multi-year budgets
Total expenditures
Revenues under expenditures
Other financing sources (uses)
Operating transfers in
Operating transfers out
Proceeds from installment purchase agreements
Total other financing sources
Increase (decrease) in fund balance
Fund balance, beginning of year
Residual equity transfers
To other funds

From other funds

Fund balance, end of year

-923-

Special Capital
Revenue Projects
Funds Fund
$ 12,395 -
118,076 7,162
130,471 7,162
138,041 938,741
138,041 938,741
(7,570) (931,579)
140,152 1,500
(107,322) (45,000)
- 881,100
32,830 837,600
25,260 (93,979)
1,330,029 389,651
- (27,671)
27,671 -
$ 1,382,960 $ 268,001
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NOTES TO COMBINED FINANCIAL STATEMENTS
June 30, 2003

Note 2. Budget-to-GAAP Reconciliation (Continued)

The accompanying schedule reconciles certain General Fund transactions which are treated
differently on Exhibit B (GAAP basis) and Exhibit C (budgetary basis). These differences
relate to debt service transactions and are summarized below:

Increase
Exhibit B (Decrease) Exhibit C

General government $ 1,923,071 $ 58,535 (1) $ 1,981,606
Public safety 3,442,054 214,951 (1) 3,657,005
Planning 922,863 7,765 (1) 930,628
Public works 2,919,627 202,493 (1) 3,122,120
Parks and recreation 994,878 52,460 o)) 1,047,338
Debt service:

Principal retirement 848,478 (848,478) (1) -

Interest and fees 300,630 (300,630) (1) -

Principal, interest and fees - 612,904 (1) 612,904

(1) Reclassification of debt payments.

Note 3. Detail Notes on All Funds and Account Groups

A. Assets
1. Deposits

All the deposits of the Town are either insured or collateralized by using one of two
methods. Under the Dedicated Method, all deposits that exceed the federal depository
insurance coverage level are collateralized with securities held by the Town’s agent in
the Town’s name. Under the Pooling Method, which is a collateral pool, all uninsured
deposits are collateralized with securities held by the State Treasurer's agent in the
name of the State Treasurer. Since the State Treasurer is acting in a fiduciary capacity
for the Town, these deposits are considered to be held by the Town’s agent in the
Town’s name. The amount of the pledged collateral is based on an approved averaging
method for non-interest-bearing deposits and the actual current balance for interest-
bearing deposits. Depositories using the Pooling Method report to the State Treasurer
the adequacy of their pooled collateral covering uninsured deposits. The State Treasurer
does not confirm this information with the Town or the escrow agent. Because of the
inability to measure the exact amounts of collateral pledged for the Town under the
Pooling Method, the potential exists for undercollateralization, and this risk may increase
in periods of high cash flows. However, the State Treasurer of North Carolina enforces
strict standards of financial stability for each depository that collateralizes public deposits
under the Pooling Method.
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Note 3.

Detail Notes on All Funds and Account Groups (Continued)

A. Assets (Continued)

1.

Deposits (Continued)

At June 30, 2003, the Town’s deposits had a carrying amount of $2,133,827 and a bank
balance of $2,209,830. Of the bank balance, $100,000 was covered by federal
depository insurance and $2,109,830 was covered under the Pooling Method. The Town
had $745 of petty cash on hand at June 30, 2003.

Investments

The Town’s investments are categorized to give an indication of the level of custodial risk
assumed by the entity at year end. However, the Town’s only investment is in the North
Carolina Capital Management Trust which is exempt from risk categorization because
the Town does not own any identifiable securities but is a shareholder of a percentage of
the fund.

At June 30, 2003, the Town’s investment balances were as follows:

Reported Fair
Value Value

North Carolina Capital Management Trust -
Cash Portfolio $4,564,513 $ 4,564,513
There were no realized or unrealized gains or losses on the Town'’s investments during
the fiscal year ended June 30, 2003.

. Receivables

Due from Governmental Agencies

Amounts due from governmental agencies consist of the following:
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Other
Cities and
Towns State Total
General Fund
Sales and use tax distribution $ - $ 651,074 $ 651,074
Utilities franchise and
telecommunications tax - 95,935 95,935
Sales and gas tax refunds - 96,195 96,195
Other 6,735 8,676 15,411
$ 6,735 $ 851880 $ 858,615
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NOTES TO COMBINED FINANCIAL STATEMENTS
June 30, 2003

Note 3.

Detail Notes on All Funds and Account Groups (Continued)

A. Assets (Continued)

3. Receivables {Continued)

Notes Receivable

In 1986, the Town obtained three grants from the North Carolina Department of Natural
Resources and Community Development for the purpose of making loans to three local
businesses. The principal repayments and related interest income have been used to
establish a revolving loan fund from which loans have been made to numerous
additional local businesses.

The following is a summary of notes receivable at June 30, 2003:

Interest
Rate Balance

S & B Beauty 6.50% $ 10,289
University Printery 8.00 11,360
Carrburrito’s, Inc. 6.00 12,557
Acme Food & Beverage Company 7.00 32,696
Piedmont Health Services 5.25 2,260
Paper, Pen & Ink 6.00 12,887
Alphabet Soup 6.00 43,765
Chicken Noodle Soup 3.00 5,993
Orange County Social Club 6.00 9,307
Places Media 6.00 40,968
Crazie Mae’s 4.00 72,529

Total $ 254611

Receivables - Allowance for Doubtful Accounts

The Town provides, as an allowance for uncollectible accounts, a percentage of its
receivables which it does not expect to collect based on historical collection rates.

The amounts presented in Exhibit A, the combined balance sheet, are net of the
following allowances for doubtful accounts:

General Fund

Property taxes $ 77936

-26 -



TOWN OF CARRBORO, NORTH CAROLINA

NOTES TO COMBINED FINANCIAL STATEMENTS
June 30, 2003

Note 3. Detail Notes on All Funds and Account Groups (Continued)

A. Assets (Continued)

5. Fixed Assets

Major classifications of and changes within the Town’s General Fixed Assets Account
Group are summarized as follows:

General General

Fixed Assets Fixed Assets
July 1, 2002 Additions Deletions June 30, 2003

By asset type:
Land $ 1,730,013 % 919,856 § - $ 2,649,869
Buildings and improvements 4,248,777 - - 4,248,777
Equipment 4,378,756 374,992 (54,397) 4,699,351
Community park 1,183,090 - - 1,183.090
Total $ 11540636 $ 1294848 § (54,397) $ 12,781.087

By function:
Governance and administration $ 1125255 $ 167,976 $ - $ 1,293,231
Public safety 3,754,719 101,788 - 3,856,507
Planning 153,492 9,935 - 163,427
Public works 2,195,298 905,269 (54,397) 3,046,170
Parks and recreation 4,311,872 109,880 - 4,421,752
Total $ 11540636 $ 1294848 § (54,397) $ 12,781,087
B. Liabilities

1.

Pension Plan Obligations

Local Governmental Employees’ Retirement System

Plan Description. The Town of Carrboro contributes to the statewide Local Governmental
Employees’ Retirement System (LGERS), a cost-sharing, multiple-employer defined benefit
pension plan administered by the State of North Carolina. LGERS provides retirement and
disability benefits to plan members and beneficiaries. Article 3 of G. S. Chapter 128 assigns
the authority to establish and amend benefit provisions to the North Carolina General
Assembly. The Local Governmental Employees’ Retirement System is included in the
Comprehensive Annual Financial Report (CAFR) for the State of North Carolina. The
state’s CAFR includes financial statements and required supplementary information for
LGERS. That report may be obtained by writing to the Office of the State Controller, 1410
Mail Service Center, Raleigh, North Carolina 27699-1410, or by calling (919) 981-5454.
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Note 3. Detail Notes on All Funds and Account Groups (Continued)

B. Liabilities (Continued)

1.

Pension Plan Obligations (Continued)

Local Governmental Employees’ Retirement System (Continued)

Funding Policy. Plan members are required to contribute 6% of their annual covered salary.
The Town is required to contribute at an actuarially determined rate. For the Town, the
current rate for employees not engaged in law enforcement and for law enforcement officers
is 4.8% and 4.64%, respectively, of annual covered payroll. The contribution requirements
of members and of the Town of Carrboro are established and may be amended by the
North Carolina General Assembly. The Town’s contributions to LGERS for the years ended
June 30, 2003, 2002 and 2001 were $253,511, $248,722 and $219,847, respectively. The
contributions made by the Town equaled the required contributions for each year.

Law Enforcement Officers’ Special Separation Allowance

Plan Description. The Town of Carrboro administers a public employee retirement system
(the “Separation Allowance”), a single-employer defined benefit pension plan that provides
retirement benefits to the Town’s qualified sworn law enforcement officers. The Separation
Allowance is equal to .85% of the annual equivalent of the base rate of compensation most
recently applicable to the officer for each year of creditable service. The retirement benefits
are not subject to any increases in salary or retirement allowances that may be authorized
by the General Assembly. Article 12D of G. S. Chapter 143 assigns the authority to
establish and amend benefit provisions to the North Carolina General Assembly.

All full-time law enforcement officers of the Town are covered by the Separation Allowance.
At December 31, 2002, the Separation Allowance’s membership consisted of:

Retirees receiving benefits 2
Terminated plan members entitled

to but not yet receiving benefits -
Active plan members 37

Total 39
Summary of Significant Accounting Policies:

Basis of Accounting. The Town has chosen to fund the Separation Allowance on a pay-as-
you-go basis. Pension expenditures are made from the General Fund, which is maintained
on the modified accrual basis of accounting.

Method Used to Value Investments. No funds are set aside to pay benefits and
administration costs. These expenditures are paid as they come due.
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Note 3. Detail Notes on All Funds and Account Groups (Continued)

B. Liabilities (Continued)

1.

Pension Plan Obligations (Continued)

Law Enforcement Officers’ Special Separation Allowance (Continued)
Contributions:

The Town is required by Article 12D of G. S. Chapter 143 to provide these retirement
benefits and has chosen to fund the benefit payments on a pay-as-you-go basis through
appropriations made in the General Fund operating budget. The Town’s obligation to
contribute to this plan is established and may be amended by the North Carolina General
Assembly. There were no contributions made by employees.

The annual required contribution for the current year was determined as part of the
December 31, 2001 actuarial valuation using the projected unit credit actuarial cost
method. The actuarial assumptions included (a) a 7.25% investment rate of return (net
of administrative expenses) and (b) projected salary increases ranging from 5.9% to
9.8% per year. Both (a) and (b) included an inflation component of 3.76%. The
assumptions did not include postretirement benefit increases.

Annual Pension Cost and Net Pension Obligation. The Town’s annual pension cost and
net pension obligation to the Separation Allowance for the current year were as follows:

Annual required contribution $ 40,896
Interest on net pension obligation 7,953
Adjustment to annual required contribution (5,893)
Annual pension cost 42,956
Contributions made 20,787
Increase in net pension obligation 22,169
Net pension obligation, beginning of year 109,697
Net pension obligation, end of year $ 131,866

Trend Information:

Fiscal Annual Pension Percentage of Net Pension
Year Ended Cost (APQC) APC Contributed Obligation
6/30/01 $ 27,532 52.40% $ 84,751
6/30/02 37,312 33.14% 109,697
6/30/03 42,956 48.39% 131,866
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Note 3. Detail Notes on All Funds and Account Groups (Continued)

B. Liabilities (Continued)

1.

Pension Plan Obligations (Continued)

Supplemental Retirement Income Plan

Plan Description. The Town contributes to the Supplemental Retirement Income Plan
(Plan), a defined contribution pension plan administered by the Department of State
Treasurer and a Board of Trustees. The Plan provides retirement benefits to law
enforcement officers employed by the Town. Article 5 of G. S. Chapter 135 assigns the
authority to establish and amend benefit provisions to the North Carolina General
Assembly.  Additionally, the Town has elected to include all permanent, full-time
employees under this plan.

Funding Policy. Article 12E of G. S. Chapter 143 requires the Town to contribute each
month an amount equal to 5% of each law enforcement officer’s salary, and all amounts
contributed are vested immediately. The Town has elected to contribute each month an
amount equal to 3% of each participating general employee’s salary. Also, the
participants may make voluntary contributions to the Plan. Contributions for the year
ended June 30, 2003 were $269,824, which consisted of $176,440 from the Town and
$93,384 from the employees.

Other Post-Employment Benefits

In addition to providing pension benefits, the Town has elected to provide post-retirement
health benefits to retirees of the Town who participate in the North Carolina Local
Governmental Employees’ Retirement System. The Town pays the full cost of coverage
for these benefits. Currently, 13 retirees are eligible for post-retirement health benefits.
For the fiscal year ended June 30, 2003, the Town made payments for post-retirement
health premiums of $31,039.

The Town has elected to provide death benefits to local law enforcement employees
through the Death Benefit Plan for members of the Local Governmental Employees’
Retirement System (Death Benefit Plan), a multiple-employer, state-administered, cost-
sharing plan funded on a one-year term cost basis. The beneficiaries of those local law
enforcement employees who die in active service after one year of contributing
membership in the System, or who die within 180 days after retirement or termination of
service and have at least one year of contributing membership service in the System at
the time of death, are eligible for death benefits. Lump sum death benefit payments to
beneficiaries are equal to the employee’s 12 highest months salary in a row during the
24 months prior to the employee’s death, but the benefit may not exceed $20,000. All
death benefit payments are made from the Death Benefit Plan. The Town has no liability
beyond the payment of monthly contributions. Contributions are determined as a
percentage of monthly payroll, based upon rates established annually by the state.
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Note 3.

Detail Notes on All Funds and Account Groups (Continued)

B. Liabilities (Continued)

2. Other Post-Employment Benefits (Continued)

Because the benefit payments are made by the Death Benefit Plan and not by the Town,
the Town does not determine the number of eligible participants. For the fiscal year
ended June 30, 2003, the Town made contributions to the state for death benefits of
$5,071. The Town’s required contributions for employees not engaged in law
enforcement and for law enforcement officers represented .08% and .14%, respectively,
of covered payroll. The contributions to the Death Benefit Plan cannot be separated
between the post-employment benefit amount and the other benefit amount.

Deferred Revenues

As discussed in Note 1 (Summary of Significant Accounting Policies), property taxes
receivable are not recognized as current revenues because they are not considered to
be both measurable and available. Generally accepted accounting principles require
property taxes that are measurable but not available to be initially recorded as deferred
revenues. In addition, property taxes collected in advance of the fiscal year to which
they apply are also recorded as deferred revenues.

The Town receives other entitled or shared revenues (which are restricted more in form
than in substance) to which it budgets related expenditures within the General Fund.
These resources, where expenditures of such amounts are a prime factor for
determining future allocations, are recognized as revenue at the point the expenditures
are made. Amounts received in advance of such expenditures are recorded as deferred
revenues.

Deferred revenues at June 30, 2003 consist of the following:

Special
General Revenue
Fund Funds Total

Property taxes $ 239,173 $ - 8§ 239,173
Utilities franchise and telecommunications
tax due from the state 95,935 - 95,935
Prepaid privilege license 39,564 - 39,564
Unearned grant proceeds received 22,083 - 22,083
Other unearned revenues received 54,067 - 54,067
QOther unearned revenues billed 5,592 - 5,592
Notes receivable - 254,611 254,611

Total $ 456,414 $_ 254611 $ 711,025
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Note 3.

Detail Notes on All Funds and Account Groups (Continued)

B. Liabilities (Continued)

4. Risk Management

The Town is exposed to various risks of loss related to torts; theft of, damage to and
destruction of assets; errors and omissions; injuries to employees; and natural disasters.
The Town participates in three self-funded risk financing pools administered by the North
Carolina League of Municipalities. Through these pools, the Town obtains general
liability of $2 million per occurrence and auto liability coverage of $1 million per
occurrence, property coverage up to the total insurance values of the property policy,
workers’ compensation coverage up to statutory limits, and unlimited lifetime employee
health coverage. The pools are reinsured through commercial companies for single
occurrence claims against general liability, auto liability and property liability in excess of
$500,000 and $100,000 statutory limits for workers’ compensation. The pools are
reinsured for annual employee health claims in excess of $150,000. The property liability
pool has an aggregate limit for total property losses in a single year, with the reinsurance
limit based upon a percentage of the total insurance values.

The Town carries commercial coverage for police liability and public officials liability.
There have been no significant reductions in insurance coverage in the prior year, and
settled claims have not exceeded coverage in any of the past three fiscal years.

5. Long-Term Obligations

a. Installment Purchase Agreements - Equipment - General Fund

The Town has entered into agreements to finance certain equipment. The title to the
equipment is held in the name of the Town and security interest in the equipment has
been granted to the financing institution. The general fixed assets have been
recorded at the present value of the future minimum installment payments as of the
date of their inception.

Assets under installment purchases in the Town’s General Fixed Assets Account
Group are recorded at a cost of $1,270,553.
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Note 3. Detail Notes on All Funds and Account Groups (Continued)

B. Liabilities (Continued)

5. Long-Term Obligations (Continued)

a. Installment Purchase Agreements - Equipment - General Fund (Continued)

The future minimum payments of the installment purchase and the net present value
of these payments as of June 30, 2003 are as follows:

General
Fiscal Year Long-Term
Ending June 30, Debt
2004 $ 351,885
2005 306,290
Total minimum payments 658,175
Less amount representing interest (22,424)
Present value of installment purchase
payments - equipment $ 635,751

b. Installment Purchase Agreements - Improvements - General Fund

The Town has an instaliment purchase agreement for the purchase and renovation
of a facility for the Carrboro Century Center and for improvements to the Town Hall
Municipal Building. The financing contract requires semi-annual payments of
$127,812 due July 3 and January 3, including interest at 5.49%.

The Town has an installment purchase agreement to partially finance the purchase

of land for a park. The financing contract requires semi-annual payments of $13,581
due July 1 and January 1, including interest at 5.98%.
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Note 3. Detail Notes on All Funds and Account Groups (Continued)

B. Liabilities (Continued)

5. Long-Term Obligations (Continued)

b. Installment Purchase Agreements - Improvements - General Fund (Continued)

The future minimum payments of the installment purchase and the net present value
of these payments as of June 30, 2003 are as follows:

General
Fiscal Year Long-Term
Ending June 30, Debt

2004 $ 376,304

2005 357,428

2006 354,750

2007 352,147

2008 326,724

Next five years 1,602,908
Thereafter 1,336,983
Total minimum payments 4,707,244
Less amount representing interest (1,111,214)

Present value of installment purchase

payments - improvements $ 3,596,030

c. General Obligation Indebtedness

General obligation bonds payable at June 30, 2003 consist of the following issues
which are included in the General Long-Term Debt Account Group:

Taxable Refunding Bonds, Series 2003A, dated
June 26, 2003; principal and interest at 3.55% due
in semi-annual instaliments on December 1 and
June 1 through 2009. $ 454,500

Street and bikeways; issued June 1, 1987; principal
due serially through 2005; interest at 7% due
December 1 and June 1. 100,000

Tax-Exempt Refunding Bonds, Series 2003B, dated
June 26, 2003; principal and interest at 2.99% due
in semi-annual installments on December 1 and

June 1 through 2008. 182,750
Total general obligation bonds $ 737,250
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Note 3.

Detail Notes on All Funds and Account Groups (Continued)

B. Liabilities (Continued)

5. Long-Term Obligations (Continued)

c. General Obligation Indebtedness (Continued)

Annual debt service requirements to maturity for general obligation bonds are as
follows:

Fiscal Year Ending Principal Interest Total
June 30, 2004 $ 161,857 $ 26,577 $ 188,434
June 30, 2005 141,857 20,304 162,161
June 30, 2006 101,857 13,986 115,843
June 30, 2007 101,857 10,468 112,325
June 30, 2008 101,857 6,967 108,824
Next five years 127.965 4,026 131.991

$ 737250 § 82328 § 819,578

The Town’s legal debt margin at June 30, 2003 was $80,827,158.

. Advance Refunding Bonds

On June 26, 2003, the Town issued $182,750 in Tax-Exempt General Obligation
Bonds with an interest rate of 2.99% to advance refund $175,000 of outstanding
1990 Street and Bikeway Bonds with a rate of 7.00%. The net proceeds of $179,996
(after payment of $2,754 in fees and other issuance costs) were deposited in an
account with an escrow agent to provide for all future debt service payments on the
1990 Street and Bikeway Bonds until the August 7, 2003 redemption call date. As a
result, the 1990 Street and Bikeway Bonds are considered to be defeased and the
liability for those bonds has been removed from the General Long-Term Debt
Account Group.

The Town advance refunded the 1990 Street and Bikeway Bonds to reduce its total
debt service payments over the next seven years by approximately $20,000 and to
obtain an economic gain (difference between the present values of the debt service
payments on the old and new debt) of approximately $18,000.
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Note 3.

Detail Notes on All Funds and Account Groups (Continued)

B. Liabilities (Continued)

5. Long-Term Obligations (Continued)

e. Current Refunding Bond

On June 26, 2003, the Town issued $454,500 in Taxable General Obligation Bonds with
an interest rate of 3.55% to refund $447,000 of outstanding 1989 General Obligation
Refunding Bonds with a rate of 10.35%. The net proceeds of $450,213 (after payment
of $4,287 in fees and other issuance costs) were used to pay the principal of and
accrued interest on the 1989 Bonds in full. As a result, the 1989 General Obligation
Refunding Bonds are considered to be defeased and the liability for those bonds has
been removed from the General Long-Term Debt Account Group.

The Town refunded the 1989 General Obligation Refunding Bonds to reduce its total
debt service payments over the next six years by approximately $115,000 and to obtain
an economic gain (difference between the present values of the debt service payments
on the old and new debt) of approximately $99,000.

Changes in General Long-Term Debt

During the year ended June 30, 2003, the following changes occurred in liabilities
reported in the General Long-Term Debt Account Group:

Balance Balance
By type of debt: July 1, 2002 Additions Retfirements  June 30, 2003
General obligation bonds $ 859,000 $ 637,250 $ 759,000 $ 737,250
Installment purchases - equipment 950,060 224,039 538,348 635,751
Installment purchases - improvements 2,888,060 881,100 173,130 3,596,030
Compensated absences 390,554 18,277 - 408,831
Net pension obligation 109,697 22,169 - 131.866

$ 5197371  § 1782835 § 1470478  §$.5.500728
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TOWN OF CARRBORO, NORTH CAROLINA

NOTES TO COMBINED FINANCIAL STATEMENTS
June 30, 2003

Note 3. Detail Notes on All Funds and Account Groups (Continued)

B. Liabilities (Continued)

5. Long-Term Obligations (Continued)

f.  Changes in General Long-Term Debt (Continued)

Balance Balance
By purpose: July 1, 2002 Additions Retirements  June 30, 2003
General obligation bonds
Other general obligation indebtedness $ 859000 $ 637250 § 759000 § 737250
Installment purchases - equipment
General government:
Management services - software equipment 37,923 - 18,356 19,567
Management services - technology equipment 104,233 - 33,056 71,177
Public safety:
Police - patrol vehicle and motorized equipment 200,079 83,800 137,615 146,264
Police - investigations vehicle 34,754 20,250 24,358 30,646
Fire suppression vehicles and motorized )
equipment 47,930 - 47,930 -
Planning:
Zoning vehicles and motorized equipment 7,476 - 7,476 -
Public works:
Streets vehicles and motorized equipment 66,000 - 22,600 43,400
Streets equipment - 119,989 39,996 79,993
Solid waste vehicles and motorized equipment 176,085 - 73,283 102,802
Central services equipment 35,174 - 35,174 -
Landscaping vehicles and motorized
equipment 25,688 - 19,961 5,727
Parks and recreation:
Playground and parks equipment 120,000 - 41,093 78,907
Athletics vehicle and motorized equipment 10,852 - 10,852 -
General services:
Century Center furnishings and equipment 83.866 - 26,598 57,268
Total obligations under installment
purchases - equipment 950,060 224,039 538,348 635,751
Installment purchases - improvements 2,888,060 881.100 173,130 3.596.030
Compensated absences 390,554 18,277 - 408,831
Net pension obligation 109,697 22,169 - 131,866
$ 5197371 $.1.782.835 § 1470478 $ 5509728
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TOWN OF CARRBORO, NORTH CAROLINA

NOTES TO COMBINED FINANCIAL STATEMENTS
June 30, 2003

Note 4.

Note 5.

Summary Disclosure of Significant Contingencies

Federal- and State-Assisted Programs

The Town has received proceeds from several federal and state grants. Periodic audits of
these grants are required and certain costs may be questioned as not being appropriate
expenditures under the grant agreements. Such audits could result in the refund of grant
monies to the grantor agencies. Management believes that any required refunds will be
immaterial. No provision has been made in the accompanying financial statements for the
refund of grant monies.

Employment Security Benefits

The Town has elected to pay the direct cost of employment security benefits in lieu of
unemployment payroll taxes. A liability for such payments could accrue in the period
following the discharge of an employee. The Town made payments of $312 for employment
security benefits during the current fiscal year.

Commitments

In April 2003, the Town entered into an offer to purchase contract to purchase land for a
parking lot. The Town intends to pay the purchase price of $113,000 from installment
purchase proceeds received during the year ended June 30, 2003.
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REQUIRED SUPPLEMENTARY FINANCIAL DATA

This section contains additional information required by generally accepted
accounting principles.

e Schedule of Funding Progress for the Law Enforcement Officers’ Special
Separation Allowance.

e Schedule of Employer Contributions for the Law Enforcement Officers’
Special Separation Allowance.

¢ Notes to the Required Schedules for the Law Enforcement Officers’ Special
Separation Allowance.
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TOWN OF CARRBORO, NORTH CAROLINA

LAW ENFORCEMENT OFFICERS’ SPECIAL SEPARATION ALLOWANCE
REQUIRED SUPPLEMENTARY INFORMATION
SCHEDULE OF FUNDING PROGRESS

Actuarial Accrued UAAL as a

Actuarial Liability (AAL) - Unfunded Percentage

Actuarial Value of Projected Unit AAL Funded Covered of Covered

Valuation Assets Credit (UAAL) Ratio Payroll Payroll

Date (a) (b) (b) - (a) (a) + (b) (c) {(b) - (a)) + (c)
1994 $ - $ 100,981 $ 100,981 0.00% $ 777,653 12.99%
1995 - 132,650 132,650 0.00% 886,490 14.96%
1996 - 140,107 140,107 0.00% 999,917 14.01%
1997 - 149,324 149,324 0.00% 1,040,285 14.35%
1998 - 147,592 147,592 0.00% 1,033,027 14.29%
1999 - 208,366 208,366 0.00% 1,060,714 19.64%
2000 - 312,476 312,476 0.00% 1,189,634 26.27%
2001 - 355,690 355,690 0.00% 1,333,658 26.67%
2002 - 403,085 403,085 0.00% 1,311,158 30.74%

- 40 -



TOWN OF CARRBORO, NORTH CAROLINA

LAW ENFORCEMENT OFFICERS’ SPECIAL SEPARATION ALLOWANCE
REQUIRED SUPPLEMENTARY INFORMATION
SCHEDULE OF EMPLOYER CONTRIBUTIONS

Year Annual Annual
Ended Required Percentage
June 30 Contribution Contributed
1997 $ 20,212 71.97%
1998 22,336 32.56%
1999 24,375 0.00%
2000 24,100 29.93%
2001 28,960 49.82%
2002 35,631 34.71%
2003 40,896 50.83%

NOTES TO THE REQUIRED SCHEDULES

The information presented in the required supplementary schedules was determined as part of the
actuarial valuations at the dates indicated. Additional information as of the latest actuarial valuation
follows:

Valuation date December 31, 2002
Actuarial cost method Projected unit credit
Amortization method Level percent of pay closed
Remaining amortization period 28 years

Asset valuation method Market value

Actuarial assumptions

Investment rate of return 7.25%
Projected salary increases 5.9% - 9.8%
Includes inflation at 3.75%

Cost of living adjustments None
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TOWN OF CARRBORO, NORTH CAROLINA

Exhibit 1

Page 1 of §
GENERAL FUND
STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCE - BUDGET AND ACTUAL
Year Ended June 30, 2003
Variance
Favorable
Budget Actual {Unfavorable)
Revenues
Ad valorem taxes
Taxes $ 7,297,758 7,305,702 $ 7,944
Penalties and interest 17,247 18,811 1,564
Total 7,315,006 7,324,513 9,508
Local option sales taxes
Article 39, 1% 842,702 818,950 (23,752)
Article 40, 2% 618,659 609,800 (8,859)
Article 42, 2% 613,389 604,669 (8,720)
Article 44, 2% 30,000 245,360 215,360
Total 2,104,750 2,278,779 174,029
Other taxes and licenses
Motor vehicle license fees 199,697 190,705 {8,992)
Privilege licenses 50,000 54,837 4,837
Franchise fees 114,537 141,610 27,073
Total 364,234 387,152 22,918
Unrestricted intergovernmental
North Carolina Department of Transportation
reimbursement 12,000 14,195 2,195
Utilities franchise and telecommunications tax 168,810 477,509 308,699
Beer and wine tax - 72,983 72,983
Total 180,810 564,687 383,877
Restricted intergovernmental
Powell Bill 478,240 462,067 (16,173)
COPS grant 29,116 59,524 30,408
Local Law Enforcement Block Grants 24,031 7,513 (16,518)
Regional planning work grant 19,477 10,234 (9,243)
FEMA assistance 114,025 114,498 473
North Carolina Risk Management - 250 250
Recreation municipal supplement 35,898 35,898 -
Total 700,787 689,984 (10,803)
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TOWN OF CARRBORO, NORTH CAROLINA

Exhibit 1

Page 2 of §
GENERAL FUND
STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCE - BUDGET AND ACTUAL
Year Ended June 30, 2003
Variance
Favorable
Budget Actual (Unfavorable)
Permits and fees
Fire district fees $ 309,175 $ 309,175 $ -
Building permits 55,500 64,527 9,027
Electrical permits 40,000 44,055 4,055
Mechanical permits 35,000 38,186 3,186
Re-inspection fees 15,000 5,160 (9,840)
Plumbing permits 35,000 35,002 2
Refuse collection fees 133,500 77,135 (56,365)
Development review 45,000 44,651 (349)
Engineering fees 37,000 42,161 5,161
Tower fees 70,605 70,604 O]
Dog fees 5,000 5,241 241
Sign permits 400 652 252
Street cuts - 1,170 1,170
Parking violations 3,500 3,435 (65)
Street inspection fees 2,000 - (2,000)
Court officer fees 4,000 4,258 258
intrafund copier charges 3,000 - (3,000)
Miscellaneous fees 300 2,029 1,729
Total 793,980 747,441 (46,539)
Sales and services
Recreation fees 112,000 129,062 17,062
Town Center fees 52,000 66,432 14,432
Total 164,000 195,494 31,494
Investment earnings
interest on investments 80,000 50,797 (29,203)
Other
Sale of lots 8,000 13,340 5,340
Refuse cart sales 10,500 7,652 (2,848)
Yard waste container sales 1,300 2,183 883
Farmers’ Market rent 2,000 2,000 -
Donations 7,500 12,069 4,569
Miscellaneous 10,000 20,266 10,266
Total 39,300 57,510 18,210
Total revenues 11,742,866 12,296,357 553,491
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TOWN OF CARRBORO, NORTH CAROLINA

Exhibit 1

Page 3 of §
GENERAL FUND
STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCE - BUDGET AND ACTUAL
Year Ended June 30, 2003
Variance
Favorable
Budget Actual {Unfavorable)
Expenditures
General government
Mayor and Board of Aldermen
Personnel services $ $ 57,198 $
Operations 111,836
Total 182,592 169,034 13,558
Advisory boards
Operations 7,761
Total 10,293 7,761 2,532
Governmental support
Operations 171,346
Total 172,256 171,346 910
Town Manager
Personnel services 136,027
Operations 72,202
Total 228,203 208,229 19,974
Town Clerk
Personnel services 75,546
Operations 10,818
Total 95,307 86,364 8,943
Management services
Personnel services 413,275
Operations 629,113
Capital outiay 12,137
Total 1,079,213 1,054,525 24,688
Personnel
Personnel services 156,573
Operations 39,160
Total 212,494 195,733 16,761
Economic and community development
Personnel services 83,416
Operations 5,198
Total 90,125 88,614 1,511
Total general government 2,070,483 1,981,606 88,877
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TOWN OF CARRBORO, NORTH CAROLINA

Exhibit 1

Page 4 of 5
GENERAL FUND
STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCE - BUDGET AND ACTUAL
Year Ended June 30, 2003
Variance
Favorable
Budget Actual (Unfavorable)
Public safety
Police department
Personnel services $ 1,834,622 $
Operations 307,974
Capital outiay 138,231
Total 2,491,880 2,280,827 211,053
Fire department
Personnel services 1,157,792
Operations 218,386
Total 1,414,869 1,376,178 38,691
Total public safety 3,908,749 3,657,005 249,744
Planning
Personnel services 754,566
Operations 159,307
Capital outlay 16,755
Total planning 1,024,226 930,628 93,598
Transportation
Operations 747,737
Total transportation 747,957 747,737 220
Public works
Public works department
Personnel services 1,447,941
Operations 1,515,059
Capital outlay 159,120
Total public works 3,388,064 3,122,120 265,944
Parks and recreation
Recreation department
Personnel services 681,333
Operations 246,305
Capital outlay 119,700
Total parks and recreation 1,169,777 1,047,338 122,439
General services
Operations -
Total general services 4,400 - 4,400
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TOWN OF CARRBORO, NORTH CAROLINA Exhibit 1
Page 5 of 5
GENERAL FUND
STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCE - BUDGET AND ACTUAL
Year Ended June 30, 2003
Variance
Favorable
Budget Actual {Unfavorable)
Debt service
Principal retirement $ 336,728 $
interest and fees 276,176
Total debt service 621,447 612,904 8,543
Total expenditures 12,933,103 12,099,338 833,765
Revenues over (under) expenditures (1,190,237) 197,019 1,387,256
Other financing sources (uses)
Operating transfers in
From Special Revenue Funds 202,023 105,822 (96,201)
From Capital Projects Fund 45,000 45,000 -
From Fiduciary Fund 40,000 40,000 -
Operating transfers out
To Special Revenue Funds (140,152) (140,152) -
Proceeds of refunding bonds 637,250 637,250 -
Payment to refunded bond escrow agent (622,000) (622,000) -
Proceeds from installment purchase agreements 257,689 224,039 (33,650)
Total other financing sources 419,810 289,959 (129,851)
Revenues and other sources over (under)
expenditures and other uses (770,427) 486,978 1,257,405
Appropriated fund balance 770,427 - (770,427)
Revenues, other sources and appropriated
fund balance over expenditures and other
uses $ - 486,978 3 486,978
Fund balance, beginning of year 4,720,379
Residual equity transfers
From other funds 172,851

Fund balance, end of year
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TOWN OF CARRBORO, NORTH CAROLINA Exhibit 2

SPECIAL REVENUE FUNDS
COMBINING BALANCE SHEET
June 30, 2003

HOME Payment
Program Capital in Lieu
Grant Match Revolving Reserve Reserve
ASSETS Fund Loan Fund Fund Fund Total
Cash and cash equivalents $ 17474 $ 384,005 $ 947,622 $ 33,859 $ 1,382,960
Notes receivable - 254,611 - - 254,611
Total Assets $ 17,474 3 638,616 $ 947,622 3 33,859 $ 1637571
LIABILITIES AND FUND BALANCES
Liabilities
Deferred revenues $ - $ 254,611 $ - $ - 3 254,611
Fund balances
Unreserved
Designated for specific purposes 17,474 - 777,303 26,071 820,848
Designated for subsequent year's
expenditures - - 128,418 - 128,418
Undesignated - 384,005 41,901 7,788 433,694
Total fund balances 17,474 384,005 947,622 33,859 1,382,960
Total Liabilities and Fund
Balances $ 17,474 $ 638,616 $ 947,622 $ 33,859 $ 1,637,571
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TOWN OF CARRBORO, NORTH CAROLINA Exhibit 3

SPECIAL REVENUE FUNDS
COMBINING STATEMENT OF REVENUES,
EXPENDITURES AND CHANGES IN FUND BALANCES

Year Ended June 30, 2003
HOME Payment
Program Capital in Lieu
Grant Match Revolving Reserve Reserve
Fund Loan Fund Fund Fund Total
Revenues
Investment earnings $ - $ 15,424 $ 12,026 $ 369 $ 27,819
Other - 102,652 - - 102,652
Total revenues - 118,076 12,026 369 130,471
Expenditures
Other appropriations 13,041 125,000 - - 138,041
Revenues over (under)
expenditures (13,041) (6,924) 12,026 369 (7,570)
Other financing sources {uses)
Operating transfers in (out)
From General Fund 15,152 - 125,000 - 140,152
To General Fund - - (105,822) - (105,822)
To Capital Projects Fund - - (1,500) - (1,500)
Total other financing sources 15,162 - 17,678 - 32,830
Revenues and other sources
over (under) expenditures
and other uses 2,111 (6,924) 29,704 369 25,260
Fund balances, beginning of year 15,363 390,929 890,247 33,490 1,330,029
Residual equity transfers
From other funds - - 27,671 - 27,671
Fund balances, end of year $ 17.474 $ 384,005 $ 947,622 3 33,859 $ 1,382,960
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TOWN OF CARRBORO, NORTH CAROLINA Exhibit 4
SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN
FUND BALANCE - PROJECT AUTHORIZATION AND ACTUAL -
HOME PROGRAM GRANT MATCH FUND
From Project Inception and for the Year Ended June 30, 2003
Actual
Variance
Project Prior Current Total Favorable
Authorization Years Year to Date (Unfavorable)
Expenditures
Other appropriations $ 76,600 $ 46,085 $ 13,041 $ 59,126 $ 17,474
Other financing sources
Operating transfers in
From General Fund 76,600 61,448 15,152 76,600 -
Other sources over
expenditures $ - $ 15,363 2,111 3 17,474 $ 17,474
Fund balance, beginning of year 15,363
Fund balance, end of year $ 17,474
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TOWN OF CARRBORO, NORTH CAROLINA Exhibit 5

Page 1 of 2
SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN
FUND BALANCE - PROJECT AUTHORIZATION AND ACTUAL -
REVOLVING LOAN FUND
From Grant Inception and for the Year Ended June 30, 2003
Actual
Variance
Project Prior Current Total Favorable
Authorization Years Year to Date {Unfavorable)
Revenues
General revenues
Investment earnings
Interest on investments $ 170,694 $ 167,455 $ 4,315 $ 171,770 $ 1,076
Interest repayments 263,467 260,692 11,109 271,801 8,334
Total investment earnings 434,161 428,147 15,424 443,571 9,410
Other general revenues
Revolving loan payments
S & B Beauty 19,500 17,531 2,260 19,791 291
University Printery 18,600 15,814 2,702 18,516 (84)
Orange/Chatham Comprehensive
Health 47,194 41,077 6,663 47,740 546
Carrburrito’s, Inc. 25772 21,438 6,005 27,443 1,671
Acme Food & Beverage Company 17,305 15,591 1,713 17,304 (@)
The Trains, Inc. 50,000 37,333 12,667 50,000 -
El Chilango 50,000 8,512 41,488 50,000 -
Paper, Pen & Ink 23,665 22,165 21 22,186 (1,479)
Alphabet Soup 4,406 2,462 1,773 4,235 (171)
Chicken Noodle Soup 9,007 4,034 4,974 9,008 1
Orange County Social Club 20,072 9,716 10,977 20,693 621
Places Media 7,723 - 9,032 9,032 1,309
Crazie Mae's 1,500 - 2,377 2,377 877
Original loan repayments 273,087 273,086 - 273,086 (1)
Total revolving loan payments 567,831 468,759 102,652 571,411 3,580
Total revenues 1,001,992 896,906 118,076 1,014,982 12,990
Expenditures
Current:
General government
Administration 13,274 8,651 - 8,651 4,623
Other appropriations:
S & B Beauty 30,000 30,000 - 30,000 -
University Printery 30,000 30,000 - 30,000 -
Orange/Chatham Comprehensive
Health 50,000 50,000 - 50,000 -
Carrburrito’s, Inc. 40,000 40,000 - 40,000 -
Acme Food & Beverage Company 50,000 50,000 - 50,000 -
The Trains, Inc. 50,000 50,000 - 50,000 -
El Chilango 50,000 50,000 - 50,000 -
Paper, Pen & Ink 35,000 35,000 - 35,000 -
Alphabet Soup 48,000 48,000 - 48,000 -
Chicken Noodle Soup 15,000 15,000 - 15,000 -
Orange County Social Club 30,000 30,000 - 30,000 -
Places Media 50,000 - 50,000 50,000 -
Crazie Mae's 75,000 - 75,000 75,000 -
l.oss on loans 45,326 45,326 - 45,326 -
Unexpended reserves 376,392 - - - 376,392
974,718 473,326 125,000 598,326 376,392
Total expenditures 987,992 481,977 125,000 606,977 381,015
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TOWN OF CARRBORO, NORTH CAROLINA

Exhibit 5

Page 2 of 2
SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN
FUND BALANCE - PROJECT AUTHORIZATION AND ACTUAL -
REVOLVING LOAN FUND
From Grant Inception and for the Year Ended June 30, 2003
Actual
Variance
Project Prior Current Total Favorable
Authorization Years Year to Date {Unfavorable)
Revenues over (under)
expenditures $ 14,000 $ 414,929 $ (6,924) $ 408,005 $ 394,005
Other financing sources (uses)
Operating transfers in (out)
From General Fund 90,000 80,000 - 80,000 (10,000)
To General Fund {104,000) (104,000) - (104,000) -
Total other financing uses {14,000) (24,000) - (24,000) (10,000)
Revenues and other sources
over (under) expenditures
and other uses 3 - $ 390,929 (6,924) 3 384,005 3 384,005
Fund balance, beginning of year 390,929
Fund balance, end of year $ 384,005
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TOWN OF CARRBORO, NORTH CAROLINA Exhibit 6

SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN
FUND BALANCE - BUDGET AND ACTUAL - CAPITAL RESERVE FUND
Year Ended June 30, 2003

Variance
Favorable
Budget Actual (Unfavorable)
Revenues
Interest earnings 3 ' - $ 12,026 $ 12,026
Other financing sources {uses)
Operating transfers in (out)
From General Fund - 125,000 125,000
To General Fund (202,023) (105,822) 96,201
To Capital Projects Fund (1,500) (1,500) -
Total other financing sources (uses) (203,523) 17,678 221,201
Revenues and other sources over
(under) other uses (203,523) 29,704 233,227
Appropriated fund balance 203,523 - (203,523)
Revenues, other sources and
appropriated fund balance
over other uses 3 - 29,704 3 29,704
Fund balance, beginning of year 890,247
Residual equity transfers
From other funds 27,671
Fund balance, end of year $ 947,622
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TOWN OF CARRBORO, NORTH CAROLINA

SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES

IN FUND BALANCE - BUDGET AND ACTUAL -

PAYMENT IN LIEU RESERVE FUND
Year Ended June 30, 2003

Exhibit 7

Revenues
Interest earnings

Total revenues
Fund balance, beginning of year

Fund balance, end of year
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Favorable
Budget Actual {Unfavorable)
$ $ 369 $ 369
$ 369 $ 369
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TOWN OF CARRBORO, NORTH CAROLINA

Exhibit 8

Page 1 of 3
SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES
IN FUND BALANCE - PROJECT AUTHORIZATION
AND ACTUAL - CAPITAL PROJECTS FUND
From Inception and for the Year Ended June 30, 2003
Actual
Variance
Project Prior Current Total Favorable
Authorization Years Year to Date (Unfavorable)
Revenues
Capital projects
Town Commons Project
Interest $ 47,713 $ 47,713 $ - $ 47,713 $ -
Contributions 64,040 64,179 - 64,179 139
Restricted contributions 1,825 1,825 - 1,825 -
N. C. Department of Agriculture grant 236,000 236,000 - 236,000 -
Total Town Commons Project 349,578 349,717 - 349,717 139
Century Center/Town Wall Project
Interest 273,187 305,263 - 305,263 32,076
Century Center floor contributions 44,064 37,390 7,162 44,552 488
Century Center artwork 6,950 500 - 500 (6,450)
Sales tax refund 20,423 19,756 - 19,756 (667)
Total Century Center/Town Wall
Project 344,624 362,909 7,162 370,071 25,447
General
Interest - 27,671 - 27,671 27,671
Total general - 27,671 - 27,671 27,671
Total revenues 694,202 740,297 7,162 747,459 53,257
Expenditures
Town Commons Project
Professional services 25,247 25,247 - 25,247 -
Architectural services 1,000 947 - 947 53
Miscellaneous (fundraising expense) 9,733 9,732 - 9,732 1
Equipment (bandstand) 53,784 38,600 - 38,600 15,184
Project management 37,618 37,617 - 37,617 1
Phase | construction 222,196 222,195 - 222,195 1
Total Town Commons Project 349,578 334,338 - 334,338 15,240
Century Center/Town Wall Project
Church purchase 1,362,101 1,354,900 - 1,354,900 7,201
Church renovation 1,144,617 1,144,617 - 1,144,617 -
Asbestos removal 113,500 113,107 - 113,107 393
Architectural services 163,333 156,835 - 156,835 6,498
Lead paint abatement 3,875 3,875 - 3,875 -
Permits and fees 13,215 13,214 - 13,214 1
Dance floor reserve 3,208 1,964 - 1,964 1,244
Construction management 23,524 25,824 - 25,824 (2,300)
Equipment 14,176 6,600 7,488 14,088 88
Furnishings 164,671 159,369 - 159,369 5,302
Miscellaneous 14,450 13,091 - 13,091 1,359
Mechanical 413,835 413,834 - 413,834 1
Electrical 212,087 212,087 - 212,087 -
Plumbing 197,670 197,668 - 197,668 2
Construction service 2,500 - - - 2,500
Total Century Center/Town Wall
Project 3,846,762 3,816,985 7,488 3,824,473 22,289
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TOWN OF CARRBORO, NORTH CAROLINA

Exhibit 8

Page 2 of 3
SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES
IN FUND BALANCE - PROJECT AUTHORIZATION
AND ACTUAL - CAPITAL PROJECTS FUND
From Inception and for the Year Ended June 30, 2003
Actual
Variance
Project Prior Current Total Favorabie
Authorization Years Year to Date {Unfavorable)
Town Wall Repairs
Parapet wall repairs $ 255,212 $ 228,385 3 - $ 228,385 3 26,827
Total Town Wall Repairs 255,212 228,385 - 228,385 26,827
Roberson Place Bike Path
Land 30,000 28,120 - 28,120 1,880
Total Roberson Place Bike Path 30,000 28,120 - 28,120 1,880
Hillsborough Road Park
Miscellaneous 1,500 1,017 - 1,017 483
Land 553,000 552,700 - 552,700 300
Design 41,750 22,075 - 22,075 19,675
Total Hillsborough Road Park 596,250 575,792 - 575,792 20,458
Smith Middie School
Design 116,500 - 114,058 114,058 2,442
Total Smith Middle School 116,500 - 114,058 114,058 2,442
Public Works Facility
Professional services 6,068 - 10,856 10,856 (4,788)
Permits and fees 10,932 250 5,500 5,750 5,182
Land 750,000 7,500 732,379 739,879 10,121
Total Public Works Facility 767,000 7,750 748,735 756,485 10,515
Hillsborough Road Widening Project
Contractual services 27,856 - - - 27,856
Total Hilisborough Road
Widening Project 27,856 - - - 27,856
Rosemary/Sunset Drive Parking Lot
Land 113,000 - - - 113,000
Permits and fees 2,600 - 1,500 1,500 1,100
Total Rosemary/Sunset Drive
Parking Lot 115,600 - 1,500 1,500 114,100
Street Resurfacing Project
Street resurfacing 78,000 - 66,960 66,960 11,040
Total Street Resurfacing Project 78,OOOV - 66,960 66,960 11,040
Total expenditures 6,182,758 4,991,370 938,741 5,930,111 252,647
Revenues under expenditures (5,488,556 (4,251,073) (931,579) (5,182,652) 305,904
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TOWN OF CARRBORO, NORTH CAROLINA Exhibit 8

Page 3 of 3
SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES
IN FUND BALANCE - PROJECT AUTHORIZATION
AND ACTUAL - CAPITAL PROJECTS FUND
From Inception and for the Year Ended June 30, 2003
Actual
Variance
Project Prior Current Total Favorable
Authorization Years Year to Date {Unfavorable)
Other financing sources (uses)
Operating transfers in
From General Fund $ 340,969 $ 340,969 $ - $ 340,969 $ -
From Capital Reserve Fund 283,098 282,498 1,500 283,998 -
From Payment in Lieu Reserve Fund 512,412 512,412 - 512,412 -
From Debt Service Fund 10,845 10,845 - 10,845 -
Operating transfers out
To General Fund (45,000) - (45,000) (45,000) -
Proceeds from instaliment purchase
agreements 4,385,332 3,494,000 881,100 4,375,100 (10,232)
Total other financing sources 5,488,556 4,640,724 837,600 5,478,324 (10,232)
Revenues and other sources
over (under) expenditures
and other uses $ - $ 389,651 (93,979) 3 295672 3 295672
Fund balance, beginning of year 389,651
Residual equity transfers
To other funds (27,671)
Fund balance, end of year $ 268,001
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ADDITIONAL FINANCIAL DATA

This section contains additional information on property taxes and transfers.
¢ Schedule of Ad Valorem Taxes Receivable
o Analysis of Current Tax Levy

¢ Schedule of Interfund Transfers
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TOWN OF CARRBORO, NORTH CAROLINA Schedule 1

SCHEDULE OF AD VALOREM TAXES RECEIVABLE
June 30, 2003

Uncollected Uncollected
Balance Collections Balance
Year of Levy July 1, 2002 Additions and Credits June 30, 2003
2002 $ - $ 7,551,366 $ 7,433914 $ 117,452
2001 101,392 - 71,746 29,646
2000 55,408 - 7,254 48,154
1999 and prior 128,656 - 6,799 121,857
285,456 $ 7551366 $ 7519713 317,109
Less allowance for uncollectible accounts (62,938) (77,936)
Receivables, net $ 222518 3 239,173
Recongciliation of revenues with collections:
General Fund $ 7,324,513
General Fund vehicle license fees 190,705
Total revenues 7,515,218
Reconciling items:
Adjustments 1,873
Refunds 21,433
Penalties and interest (18,811)
$ 7519713
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TOWN OF CARRBORO, NORTH CAROLINA

ANALYSIS OF CURRENT TAX LEVY - TOWN-WIDE LEVY
Year Ended June 30, 2003

Schedule 2

Original levy:
Property taxed at current
year’s rate
Penalties and interest
Total

Discoveries:
Current year taxes

Total gross levy
Vehicle tag fee

Total property valuation
Releases and abatements
Net levy
Uncollected taxes at June 30, 2003
Current year's {axes collected

Current levy collection percentage

Total Levy
Property
Excluding
Town-Wide Registered Registered
Property Total Motor Motor
Valuation Rate Levy Vehicles Vehicles
$ 1,064,690,601 $ 0.6852 $ 7,295260 $ 6,707,574 $ 587,686
- 13,137 13,137 -
1,064,690,601 7,308,397 6,720,711 587,686
7,481,465 0.6852 51,263 51,263 -
1,072,172,066 7,359,660 6,771,974 587,686
- 219,915 - 219,915
$ 1072,172,066
(28,209) (28,209) -
7,551,366 6,743,765 807,601
117,452 35,196 82,256
$ 7433914 $ 6708569 3 725,345
98.44% 99.48% 89.81%
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TOWN OF CARRBORO, NORTH CAROLINA Schedule 3

SCHEDULE OF INTERFUND TRANSFERS
Year Ended June 30, 2003

Transfers to

Special Capital
General Revenue Projects
Transfers from Fund Funds Fund Total
General Fund $ - $ 140,152 $ - $ 140,152
Special Revenue Funds 105,822 - 1,500 107,322
Capital Projects Fund 45,000 - - 45,000
Cemetery Trust Fund 40,000 - - 40,000

$ 190,822 $ 140,152 $ 1.500 $ 332474

Residual Equity Transfers
Transfers to

Special
General Revenue
Transfers from Fund Funds Total
Capital Projects Fund $ - $ 27,671 $ 27,671
Cemetery Trust Fund 172,851 - 172,851

$ 172.851 3 27.671 $ 200,522
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SUPPLEMENTARY INFORMATION

COMPLIANCE SECTION
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)
DIXON ODOM pLLC.

Certified Public Accountants and Consultants

REPORT ON COMPLIANCE AND ON INTERNAL CONTROL
OVER FINANCIAL REPORTING BASED ON AN AUDIT OF
GENERAL PURPOSE FINANCIAL STATEMENTS PERFORMED
IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

To the Honorable Mayor, Board of Aldermen
and the Town Manager

Town of Carrboro

Carrboro, North Carolina

We have audited the financial statements of the Town of Carrboro, North Carolina as of and for the
year ended June 30, 2003, and have issued our report thereon dated September 10, 2003. We
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 Comptroller General of the United States.

Compliance

As part of obtaining reasonable assurance about whether the Town of Carrboro’s financial
statements are free of material misstatement, we performed tests of its compliance with certain
provisions of laws, regulations, contracts and grants, noncompliance with which could have a
direct and material effect on the determination of financial statement amounts. However, providing
an opinion on compliance with those provisions was not an objective of our audit and, accordingly,
we do not express such an opinion. The results of our tests disclosed no instances of
noncompliance that are required to be reported under Government Auditing Standards.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the Town of Carrboro’s internal control over
financial reporting in order to determine our auditing procedures for the purpose of expressing our
opinion on the financial statements and not to provide assurance on the internal control over
financial reporting. Our consideration of the internal control over financial reporting would not
necessarily disclose all matters in the internal control over financial reporting that might be material

weaknesses.
A member of
Moores Rowiand International
9 1829 Eastchester Drive
mri P.O. Box 2646
-65- High Point, NC 27261-2646

An association of independent

accounting firms throughout the world. 336'889-51 56, Fax 336—889—61 68



A material weakness is a condition in which the design or operation of one or more of the internal
control components does not reduce to a relatively low level the risk that misstatements in
amounts that would be material in relation to the general purpose financial statements being
audited may occur and not be detected within a timely period by employees in the normal course
of performing their assigned functions. We noted no matters involving the internal control over
financial reporting and its operation that we consider to be material weaknesses.

This report is intended solely for the information and use of management, members of the Board

of Aldermen, and federal and state awarding agencies and is not intended to be and should not
be used by anyone other than these specified parties.

Dirrteoe Ot Plc

September 10, 2003
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DIXON ODOM pLLC.

Certified Public Accountants and Consultants

REPORT ON COMPLIANCE WITH REQUIREMENTS APPLICABLE
TO EACH MAJOR STATE PROGRAM AND INTERNAL CONTROL
OVER COMPLIANCE IN ACCORDANCE WITH APPLICABLE SECTIONS OF
OMB CIRCULAR A-133 AND THE STATE SINGLE AUDIT IMPLEMENTATION ACT

To the Honorable Mayor, Board of Aldermen
and the Town Manager

Town of Carrboro

Carrboro, North Carolina

Compliance

We have audited the compliance of the Town of Carrboro, North Carolina with the types of compliance
requirements described in the Audit Manual for Governmental Auditors in North Carolina, issued by the
Local Government Commission, that are applicable to its major state program for the year ended
June 30, 2003. The Town of Carrboro’'s major state program is identified in the summary of auditors’
results section of the accompanying schedule of findings and questioned costs. Compliance with the
requirements of laws, regulations, contracts and grants applicable to its major state program is the
responsibility of the Town of Carrboro’s management. Our responsibility is to express an opinion on the
Town of Carrboro’s compliance based on our audit.

We conducted our audit of compliance in accordance with auditing standards generally accepted in the
United States of America; the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States; applicable sections of OMB Circular
A-133, as described in the Audit Manual for Governmental Auditors in North Carolina; and the State
Single Audit Implementation Act. Those standards, applicable sections of OMB Circular A-133 and the
State Single Audit Implementation Act require that we plan and perform the audit to obtain reasonable
assurance about whether noncompliance with the types of compliance requirements referred to above
that could have a direct and material effect on a major state program occurred. An audit includes
examining, on a test basis, evidence about the Town of Carrboro’s compliance with those requirements
and performing such other procedures as we considered necessary in the circumstances. We believe
that our audit provides a reasonable basis for our opinion. Our audit does not provide a legal
determination on the Town of Carrboro’s compliance with those requirements.

In our opinion, the Town of Carrboro complied, in all material respects, with the requirements referred to
above that are applicable to its major state program for the year ended June 30, 2003.

A member of
Moores Rowiand International

P 1829 Eastchester Drive
mri P.O. Box 2646
-67 - High Point, NC 27261-2646

An association of independent

accounting firms throughout the world. 336-889-5156, Fax 336-889-6168



internal Control Over Compliance

The management of the Town of Carrboro is responsible for establishing and maintaining effective
internal control over compliance with requirements of laws, regulations, contracts and grants
applicable to state programs. In planning and performing our audit, we considered the Town of
Carrboro’s internal control over compliance with requirements that could have a direct and material
effect on a major state program in order to determine our auditing procedures for the purpose of
expressing our opinion on compliance and to test and report on internal control over compliance in
accordance with OMB Circular A-133 and the State Single Audit Implementation Act.

Our consideration of the internal control over compliance would not necessarily disclose all matters in
the internal control that might be material weaknesses. A material weakness is a condition in which
the design or operation of one or more of the internal control components does not reduce to a
relatively low level the risk that noncompliance with applicable requirements of laws, regulations,
contracts and grants that would be material in relation to a major state program being audited may
occur and not be detected within a timely period by employees in the normal course of performing
their assigned functions. We noted no matters involving the internal control over compliance and its
operation that we consider to be material weaknesses.

This report is intended solely for the information and use of management, members of the Board of
Aldermen, and state awarding agencies and is not intended to be and should not be used by anyone
other than these specified parties. _

o Odupan L6

September 10, 2003
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TOWN OF CARRBORO, NORTH CAROLINA

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
Year Ended June 30, 2003

Schedule 4
Page 1 of 2

Summary of Auditors’ Results

Financial Statements

Type of auditors’ report issued: Unqualified

Internal control over financial reporting:
e Material weaknesses identified? Yes X

e Reportable conditions identified that
are not considered to be material
weaknesses? Yes X

Noncompliance  material to financial
statements noted? Yes X

State Awards

Internal control over major state programs:
e Material weaknesses identified? Yes X

e Reportable conditions identified that

are not considered to be material
weaknesses? Yes X
Noncompliance material to state awards? Yes X

Type of auditors’ report issued on
compliance for major state programs: Unqualified

Any audit findings disclosed that are
required to be reported in accordance with
the State Single Audit Implementation Act? Yes X

Identification of major state programs:

Grant ID Number Program Name

9.90000 Powell Bill
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TOWN OF CARRBORO, NORTH CAROLINA Schedule 4
Page 2 of 2

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
Year Ended June 30, 2003

Il. Findings Related to the Audit of the Financial Statements of the Town of Carrboro

None reported.

ll. Findings and Questioned Costs Related to the Audit of Federal and State Awards

None reported.
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TOWN OF CARRBORO, NORTH CAROLINA Schedule 5

SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
Year Ended June 30, 2003

No findings were noted in the prior year audit report.
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TOWN OF CARRBORO, NORTH CAROLINA Schedule 6

SCHEDULE OF EXPENDITURES OF FEDERAL AND STATE AWARDS
Year Ended June 30, 2003

Federal Grant ID/ Federal and
CFDA Project Pass-through State
Grantor/Program Title Number Number Expenditures Expenditures
FEDERAL AWARDS
U. S. Department of Justice
Direct Program
COPS Grant 16.710 2000-SHWX0497 $ 59,524 $ -
Local Law Enforcement Block Grant 16.592 2000-LB-BX-2334 1,460 -
Local Law Enforcement Block Grant 16.592 2001-LB-BX-1566 5,319 -
Local Law Enforcement Block Grant 16.592 2002-.B-BX-1642 734 -
Total U. S. Department of Justice 67,037 -
U. S. Department of Transportation
Passed through the City of Durham
Regional Planning Work Program 20.205 Sec. 104(F) DCHC 10,234 -
Total U. S. Department of Transportation 10,234 -
Federal Emergency Management Agency
Passed through the N. C. Division of Emergency
Management
Ice Storm Disaster Assistance 83.544 - 114,498 -
Total Federal Emergency Management
Agency 114,498 -
Total Federal Awards 191,769 -
STATE AWARDS
N. C. Department of Transportation
Powell Bill - 9.90000 - 462,067
Total N. C. Department of Transportation - 462,067
Total State Awards - 462,067
Total Assistance $ 191,769 $ 462,067

Note to the Schedule of Expenditures of Federal and State Financial Awards

Basis of Presentation

The accompanying schedule of expenditures of federal and state awards includes the federal and state grant activity
of the Town of Carrboro, North Carolina and is presented on the modified accrual basis of accounting.
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