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To the Mayor and Council
fown of Milton. Delaware

Teerce Our responsibility is to express opinions on these financial statements based on
our audit. We conducted our audit in accordance s ith auditing standards generally

•L

.
accepted in the United States of America and the standards applicable Lu financial audits

*

•
contained in Government Auditing Standards, issued by the Comptroller General of the
L’nited States. Iliose standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free from material
misstatement.

An audit iniohes performing procedures to obtain audit evidence about the
amounts and disclosures in the financial statements. 1 he procedures selected depend on
the auditor’s judgment. including the assessment of the rkks af material misstatement of
the financial statements. whether due to fraud or error. In making those risk assessments.
the auditor considers internal control relcs ant to the entity’s preparation and fair
presentation of the financial statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectis eness of the entity’s internal control. Accordingly. ‘se express no such opinion.
An audit also includes esaluating the appropriateness of accounting policies used and the
reasonableness of signilicant accounting estimates made by management. as well as
esaluating the oserall presentation of the financial statements.

%Se belicse that the audit es idcnce we hase obtained i’ %uflicient and appropriate
te’ pros ide a basi’. for our audit opinions.

nwpkqnsce

INDEPENDENT AUDITORS’ REPORT

Report on the Financial Statements

We hai,e audited the accompanying financial statements of the governmental
activities, the business-type acthities and each major fund of the Town of Milton.
Delaware as of and for the year ended September 30. 2013. and the related notes to the
financial statements, which collectively comprise the Town of Milton. Delaware’s basic
financial statements as listed in the table ofcontents.

Management’c Responsibilityfor the Financial Statements

Management is responsible for the preparation and fair presentation of these
financial statements in accordance with accounting principles generally accepted in the
United States of America: this includes the design. implementation, and maintenance of
internal control reles ant to the preparation and fair presentation of financial statements
that are free from material misstatement, whether due to fraud or error.

Awlbor’S Responsibility



Opinions

In our opinion, the financial statements refrred to above present fairly, in all material respects,

the respective financial position of the governmental activities, the business-type activities and each major

fund of the Town of Milton. Delaware. as of September 30, 2013. and the respective changes in financial

position, and, where applicable, cash flows thereof lbr the year then ended in accordance with accounting

principles generally accepted in the United States of America.

Other Matters

Required Supplementary Informatioiz

Accounting principles generally accepted in the United States of America require that the

management’s discussion and analysis and budgetary comparison infbrmation on pages 3 through 8 and

page 3 1 be presented to supplement the basic financial statements. Such information, although not a part

of the basic financial statements, is required by the Governmental Accounting Standards Board, who

considers it to be an essential part of financial reporting for placing the basic financial statements in an

appropriate operational, economic, or historical context. We have applied certain limited procedures to

the required supplementary information in accordance with auditing standards generally accepted in the

United States of America, which consisted of inquiries of management about the methods of preparing the

information and comparing the information for consistency with management’s responses to our

inquiries, the basic financial statements, and other knowledge we obtained during our audit of the basic

financial statements. We do not express an opinion or provide any assurance on the information because

the limited procedures do not provide us with sufficient evidence to express an opinion or provide ally

assurance.

other Reporting Required by Government Auditing Standards

In accordance with Governnien/ Auditing Standards, we have also issued our report dated January

25, 2014, on our consideration of the Town of Milton, Delaware’s internal control over financial reporting

and on our tests of its compliance with certain provisions of laws, regulations, contracts, and grant

agreements and other matters. inc purpose of that report is to describe the scope of our testing of internal

control over financial reporting and compliance and the results of that testing, and not to provide an

opinion n internal control over financial reporting or on compliance. That report is an integral part of an

audit performed in accordance with Go’i’ermnent A uditmg Standards ill considering the Town of Milton.

I)elaware’s internal control over financial reporting and compliance.

?Kc4, R4.
CERTIFIEI) PUBLIC ACCOUNTANTS

Salisbury, Maryland
January 25. 2014



TOWN OF MILTON, DELAWARE

MANAGEMENT’S DISCUSSION AND ANALYSIS

SEPTEMBER 30. 2013

This section of the Town of Milton’s (the Town) annual report presents our discussion and

analysis of the Town’s financial performance during the fiscal year that ended on September 30, 2013.

Please read it in conjunction with the Town’s financial statements, hich begin on page 9.

OVERVIEW OF THE FINANCIAL STATEMENTS

Government-Wide Financial Statements

The Statenent of Activities presents information showing how the Town’s net position changed

during the most recent fiscal year. All changes in net position are reported as soon as the underlying

event giving rise to the change occurs, regardless of the timing ofrelated cash/lows. Thus, revenues and

expenses are reported in this statement for some items that will only result in cash flows in future fiscal

periods (e.g. uncollected taxes).

Both of the government-wide financial statements distinguish functions of the Town that are

principally supported by taxes and intergovernmental revenues (govermnental activities) from other

functions that are intended to recover all or a significant portion of their costs through user fees and

charges (bu.s’iness—tipe activities). The governmental activities of the Town include general government.

public safety. public works, code enforcement, parks and recreation, and activities from graiits. The

business-type activities of the Town include water and trash services.

Fund Financial Statements

A/i,nd is a grouping of related accounts that is used to maintain control over resources that have

been segregated fbr specific activities or objectives. The Town, like other state and local governments.

uses Iimd accounting to ensure and demonstrate compliance with finance-related legal requirements. All

of the ftmds of the To\n can be divided into two categories: governmental funds and proprietary funds.

Governmental Funds

Governmental funds’ are used to account for essentially the same functions reported as

governmental activities in the government—wide financial statements. However, unlike the government-

wide financial statements, governmental fund financial statements focus on near term ii?flows and

oui/lou’s of spendable resources, as well as on balances of spendable resources available at the end of the

fiscal year. Such information may be useful in evaluating a government’s near—term financing

req iii rements.

Because the focus of governmental ftinds is narrower than that of the government-wide financial

statements, it is useful to compare the information presented for governmental funds with similar

infhrmation presented for governmental activities in the government—wide financial statements. By doing

so. readers ma better understand the long—term impact of the government’s near term financing

decisions. Both the Governmental Fund Balance Sheet and Governmental Fund Statement of Revenues.

Expenditures and Changes in Fund Balance provide a reconciliation to facilitate this comparison between

go vc’i’nmentalfundv Lilid governniental activities,



TOWN OF MILTON, DELAWARE

MANAGEMENT’S DISCUSSION AND ANALYSIS

SEPTEMBER 30, 2013

Governmental Funds (Continued)

The Ton maintains one major governmental fund, the General Fund. Infonnation is presented
separately in the Governmental Fund Balance Sheet and in the Governmental Fund Statement of
Revenues. Expenditures and Changes in Fund Balances.

The Town adopts an annual appropriated budget for its General Fund. The basic governmental
fund financial statements can be found on pages 11 through 14. Included in required supplementary
information is a budgetary comparison statement for the General Fund to demonstrate compliance with
this budget. The budgetary comparison can be found on page 31.

Proprietary Funds

The Town maintains one proprietary-type fund: an enterprise fund. Enterprise funds are used to
report the same functions presented as business-type activities in the government-wide financial
statements. The Town uses enterprise funds to account for its water and trash activities. The basic
proprietary fund financial statements can be found on pages 15 through 17 of this report.

Summary of Si2nificant Accounting Policies and Notes to the Financial Statements

Notes to the financial statements provide additional information that is essential to a full
understanding of the data provided in the government-wide and fund financial statements. Notes to the
financial statements are part of the basic financial statements and can be found on pages 18 through 30 of
this report.

FINANCIAL ANALYSIS OF THE TOWN AS A WHOLE

As noted earlier, net position may serve over time as a useful indicator of a government’s overall
financial condition and position. In the case of the Town, assets exceeded liabilities by $4.5 million at the
close of the current fiscal year. The Town’s net position is divided into three categories — invested in
capital assets, net of related debt, restricted, and unrestricted net position.

The largest portion of the Town’s net position reflects its investment in capital assets (e.g., land,
improvements, buildings, machinery, equipment, vehicles and water system), less accumulated
depreciation and any unmatured debt used to acquire those assets, The Town uses these capital assets to
provide services to citizens; consequently, these assets are not available for future spending. Although
the Town’s investment in its capital assets is reported net of related debt, it should be noted that the
resources needed to repay this debt must be provided from other sources, since the capital assets
themselves cannot be used to liquidate these liabilities.

Restricted net position on the Statement of Net Position represents impact fees, transfer taxes,

municipal street aid. and law enforcement grants received and restricted to certain expenditures.

4



TOWN OF MILTON, DELAWARE

MANAGEMENT’S DISCUSSION AND ANALYSIS

SEPTEMBER 30, 2013

Net Position

As of September 30, 2013, the Town’s net position was $4,530000. Of this amount, $2,433,000

was invested in capital assets, net of related debt, $596,000 was restricted, and $1,501,000 was

unrestricted.

The table below provides key financial information in a condensed format.

Table I

Town of Milton’s Net Position

(in thousands ofcIo11ars

2013 2012
Governmental Business-Type Governmental Business-Type

Activities Activities Total Activities Activities Total

Assets
Current and other assets $ 1,166 $ 1,139 $ 2,305 $ 1,203 $ 1,047 $ 2,250

Capital assets 1,378 1.469 2.847 1,383 1,488 2.871

Total assets 2,544 2,608 5,152 2,586 2,535 5,121

Liabilities
Current and other liabilities 164 58 222 175 62 237

Long term liabilities 21 379 400 21 415 436

Total liabilities 185 437 622 196 477 673

Net position
Invested in capital assets,

net of related debt 1,378 1,055 2,433 1,383 1,039 2422

Restricted 263 333 596 217 281 498

Unrestricted 718 783 1,501 790 738 1,528

Total net position S 2.359 S 2.171 $ 4,530 $ 2.390 S 2,058 $ 4.448

Chan2e in Net Position

Net position for the period ending September 30, 201 3 increased by $82,000, relative to the stated

value in the prior year. This is a consequence of governmental activity assets decreasing by $31,000 and

business4vpe assets increasing by $11 3,000.

Governmental assets decreased from 2012 to 2013 by $31,000. This decline was offset by an

increase in monetary assets in the business-type assets totaling $116,000, accompanied by a $3,000

increase in liabilities.



FOWN OF MiLTON. I)ELA WARE

MANAGEMENTS DISCUSSION AND ANALYSIS

SEPTEMBER 30. 2013

Uhe Iollosrng table indicates the changes in net position for governmental and business-type

acti ities in a condensed format.
Fable 2

1 own of \lillons Change in et Position

(In thousunda of dollars)

2013 2012
(,overnmental Business—Is pe Gosernmental Bminess— Ispe

Aetis ities \cti dies I otal Acti lies Actis tOes lotal

Re enues
Piogram res enues

( barges for sers Ices $ 402 $ 825 S 1227 469 798 I .2(0

Operating grants and contributions 179 179 198 8 206

Capital grants and contributions 29 49 78 25 33 58

General res enues

Properts and transfer ta\es 1035 1035 1.046 I .04o

\liscellaneous res enues 77

Unrestricted inseslment earnings 3 I 4 3 I 4

lotal resenues $ 1,700 $ 875 S 2575 $ 1.818 $ 840 5 2,658

[.\)ense

General goseinment 349 349 396 396

t’tiblic saOts 88 I 881 906 906

Public works 206 206 206 206

ode enforcement 209 209 169 169

Parks and reereaetion 86 86 72 72

Oldies

_____________

762 762

_____________

760 760

I tai .731 762 2,103 1740 76(1 ‘

Change ill net poSition S (31) S 113 $ 82 S 69 S 80 S 1-19

FINANCIAL ANALYSIS OF THE TOWN’S FUNDS

Goernnientai Funds

For the flscal year ending September 30. 2013. the Town had a decrease in its oernmcntal lund

balance of $15M00. Signilkant variances betcen budget and actual included increases in taxes and

assessments. intergoernmental re enues. licenses and permits, and total expenditures.



TOWN OF MI LION, DELAWARE

MANAGEMENT’S DISCUSSION ANI) ANALYSIS

SEPTEMBER 30, 2013

Proprietary Funds

The Town’s proprietary fund statements provide the same type of information found in the

government-wide financial statements. but in more detail. Unrestricted net position totaled $782,000.

Other factors concerning these funds finances are addressed on pages 1 5 through 1 7.

BUDGETARY HIGHLiGHTS

A budget and actual comparison schedule is provided in the required supplementary information

fbr the General Fund. The budget and actual comparison schedules show the original adopted budgets,

the final revised budget, actual results and variance between the final budget and actual results. Major

variances between the final budget and actual results are as follows:

• ‘l’otal revenues exceeded the final budget by $145,841.
• Taxes and assessments revenues exceeded the final budget by $7 1,164.

• Total expenditures exceeded the final budget by $134,714.
• Total public works expenditures exceeded the final budget by $37,904.
• Total code enforcement expenditures exceeded the final budget by $36,342.

CAPITAL ASSETS AND LONG-TERM DEBT

Capital Assets

The Town’s investment in capital assets for its governmental (government-wide) and business-

type activities as of September 30, 2013 was $2,847,000 (net of accumulated depreciation). This
investment in capital assets includes land, buildings, improvements, machinery and equipment, furniture

and fixtures, vehicles and water systems.

This year’s major capital asset additions included:

(iovernmental Activities
Paving Shipbuilders Village for $77,119.

2. Purchase of camera systems for $16,534.
3. Purchase of computers and equipment For $15,229.
4. Purchase of new phone system for $7,000.
5. Purchase of tasers and holders for $10,274.

Business-type activities
Purchase of a pressure washer for $4.694.

2. Purchase of water meters for $29,302.
3. Purchase of a ater tower alarm system tbr $6, 1 36.
4, Purchase of a 201 3 Ford F’ 150 truck and liLht bar br $2 I . 147.



Long-Term Debt

TOWN OF MILTON. DELAWARE

MANAGEMENT’S DISCUSSION AND ANALYSIS

SEPTEMBER 30. 2013

lable 3

I o n of \lilton’s Net Capital \ssets

(in thonsa u/s o/ t/o/1ni

At ear end. the Ton had $4 I 1.000 in notes payable in the enterprise fund. No ne debt as
incurred during the year.

Additional information on the Town’s debt can be found on pages 27 and 28 of this report.

CURRENTLY KNOWN FACTS, DECISION, OR CONDiTIONS

Residential construction continues at a pace of approximately 25 homes per ear. Building
acti\ itics arc continuing to increase in 2014. Building permit re enue and other related reenues are
expected to exceed the anticipated revenue amounts.

Improvements to the Town!s water system are currently under consideration. but there are no
definite plans to date.

$153,000.
Subsequent to September 30, 2013, the [own purchased property in the historic district for

REQUESTS FOR INFORMATION

This financial report is designed to provide a general o en ie of the 1’o ii of Milton’s finances
Ibr all those ‘ ith an interest in the Tox n’s finances. Questions concerning an of the information
pros ided in this report or requests for additional financial information should he directed to the Ma\ or.

I on of Milton, 115 Federal Street, Milton. Delaare 19968.

(io ernmental ,\eti\ ilies Business—tx pe r\eti\ ities I Otal

592 620

411

2013 2012 2013 2012 2013 2012

S 38 $ 38 S S 38 5 38

592 620

1,708 1,728

315 286

1,261

I and $

Iluildines

( )tlier ilnpro ements 447 1,31”

N4achiner and equipment 128 116 187 170

Streets and sidea1ks 151 162 151 162

\ehicles 23 35 21 1 44 36

Total net capital assets S 1,379 $ 1.382 $ 1.469 $ 1.488 $ 2,848 $ 2,870

8



TOWN OF MILTON, DELAWARE

STATEMENT OF NET POSITION

SEPTEMBER 30, 2013

Governmental Business-type

Activities Activities Total

ASSETS

Current assets

Cash $ 819,590 $ 478,498 $ 1,298,088

Taxes receivable 30,552 30,552

Accounts receivable, net of allowance 6,111 248,200 254,311

Internal balances 24,606 (24,606)

Inventory 92,551 92,551

Prepaid expenses 2,829 10,867 13,696

Restricted cash 282,392 333,482 615,874

Total current assets 1,166,080 1,138,992 2,305,072

Capital assets

Capital assets, at cost 3,064,929 2,791,411 5,856,340

Accumulated depreciation (1,686,412) (1,322,410) (3.008,822)

Net capital assets 1,378,517 1,469,001 2,847,518

Total assets 2,544.597 2,607,993 5,152,590

LIABILITIES

Current liabilities

Current portion of long-term debt 35,811 35.811

Accounts payable 66,306 7,340 73,646

Accrued wages and payroll taxes 31,374 5,491 36,865

Accrued compensated absences, net of long term 27,495 6,250 33,745

Accrued interest payable 3,083 3,083

Deferred revenue 38,719

________________

38,719

Total current liabilities 163,894 57,975 22 1.869

Noncurrent liabilities

Notes payable 378,241 378.241

Accrued compensated absences 20,970 832 21,802

Total noncurrent liabilities 20.970 379,073 400,043

Total liabilities 184,864 437,048 621,912

NET POSITION

Invested in capital assets. net of related debt 1.378,517 1,054,949 2,433,466

Restricted 262,646 333,482 596.128

Unrestricted 718,570 782,514 1,501,084

Total net position $ 2,359,733 $ 2,170,945 $ 4,530,678

The accompanying notes are an integral part of these financial statements,

9
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TOWN OF MILTON. DELAWARE

ASSETS

BALANCE SHEET

GOVERNMENTAL FUND

SEPTEMBER 30. 2013

General

Fund

Cash

Taxes receivable

Accounts receivable, net of allowance

Prepaid assets

Due from other funds

Restricted cash

Total assets

LIABILITIES AND FUND BALANCES

Liabilities

Accounts payable

Accrued wages and payroll taxes

Accrued compensated absences

Deferred revenue
Total liabilities

$ 819,590
30,552

6,111

2,829

24,606

282,392

$ 1,166,080

$ 66,306
31,374

27,495

67,583

192,758

Fund balances
Non-spendable

Restricted

Unassigned

Total fund balances

The accompanying notes are an integral part of these financial statements.

Total liabilities and fund balances

2,829
262,646

707,847

973,322

$ 1,166,080
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TOWN OF MILTON. DELAWARE

RECONCILIA11ON OF THE GOVERNMENTAL FUND BALANCE SHEET

TO THE STATEMENT OF NET POSITION

SEPTEMBER 30. 2013

Total fund balance. governmental fund $ 973.322

Amounts reported for governmental activities in the Statement of Net

Position are different because:

Capital assets used in governmental activities are not financial
resources and are therefore not reported in the fund financial
statements, but are reported in the governmental activities of the
Statement ofNet Position.

Capital assets 3.064.929

Accumulated depreciation (1.686.412)
1,378.517

Some liabilities are not due and payable in the current period and are

not included in the fund finanaeial statements, but are included in the

governmental activities of the Statement ofNet Position.

Accrued compensated absenses (20,970)

Certain revenues that do not provide current financial resourees are

reported as deferred income in the fund financial statements, but are

reported as revenue in the governmental activities of the Statement of

Net Position.
Deferred taxes 28.864

Net assets of governmental activities in the Statement of Net Position $ 2,359,733

[he accompanying notes arc am integral part of these financial swtcrnents.
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TOWN OF MILTON. DELAWARE

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE

GOVERNMENTAL FUND

YEAR ENDED SEPTEMBER 30, 2013

General

Fund

Revenues

Taxes and assessments

Licenses and permits

Intergovernmental revenues

Charges for services

Fines and forfeitures

Earnings on investments

Miscellaneous

______________________

Total revenues

Expenditures

Current

General government 323,411

Public safety 851,363

Public works 162.638

Parks and recreation 54,619

Code enforcement 208,592

Capital outlay 126,156

Total expenditures 1,726,779

Net change in fund balance (15,193)

Fund balance, beginning of year 988,5 1 5

Fund balance, end of year

____________________

The accompanying notes are an integral part of these financial statements.

$ L046.264

200,063

208,758

187,844

48,863

2,710

17,084

1,711,586

$ 973,322
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TOWN OF MILTON, DELAWARE

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND

BALANCE OF THE GOVERNMENTAL FUND TO THE STATEMENT OF ACTIVITIES

YEAR ENDED SEPTEMBER 30. 2013

Net change in fund balances, governmental funds

Amounts reported for Governmental Activities in the Statement of Activities

are different because:

Governmental funds report outlays for capital assets as expenditures

because such outlays use current financial resources. However, in the

Statement of Activities, the cost of these assets is allocated over their

estimated lives and reported as depreciation expense.

Capital outlay

Depreciation expense

126.156

(130,304)

$ (15,193)

(4.148)

Some expenses reported in the Statement of Activities do not require the

use of current financial resources and these are not reported as

expenditures in governmental funds:

Change in long-term compensated absences 105

Governmental funds do not present revenues that are not available to pay

current obligations. in contrast, such revenues are reported in the

Statement of Activities when earned:

Change in deferred taxes

Change in net position of governmental activities

The accomparn ing notes are an integral part of these financial statements.

(11,419)

$ (30,655)
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TOWN OF MILTON. DELAWARE

STATEMENT OF NET POSITION

PROPRIETARY FUND

SEPTEMBER 30, 2013

Utilities Fund

ASSETS
Current assets

Cash
Accounts receivable, net of allowance

Inventory
Prepaid maintenance
Restricted cash

Total current assets

$ 478.A98
248,200

92,551
10,867

333,482
1,163,598

Capital assets
Capital assets, at cost
Accumulated depreciation

Net capital assets

Total assets

LIABILITIES
Current liabilities

Accounts payable
Accrued wages and payroll taxes
Accrued interest payable
Accrued compensated absences, net of long term

Due to other funds
Current portion of long-term debt

Total current liabilities

Non-current liabilities
Accrued compensated absences
Notes payable

Total non—current liabilities

2.791,411
(1,322,410)

1,469,001

2,632,599

7,340
5,491
-. -o’

6,250
24,606
35,811

82,581

832
378,241
379,073

Total liabilities

NET POSITION
Invested in capital assets, net of related debt

Restricted
Unrestricted

Net position

461,654

I .054949
333,482
782,514

$ 2,170,945

The accompanying notes are an integral part of these financial statements.



TOWN OF MILTON. DELAWARE

STATEMENT OF REVENUES. EXPENSES AN1) CHANGES IN NET POSITION

PROPRIETARY FUND

YEAR EN DEl) SEPTEMBER 30. 2013

Utilities Fund

Operating revenues

Water service charges S 478,827

Trash service charges 289,446

Tapping fees 14,500

Sales of meters 19.532

Operating grants 2,192

Penalties 7.090

Other 3.744

I’oiaI operating revenues 825,331

Operating expenses

Salaries and labor 149.572

Payroll taxes 10.463

Pension 8,787

Emploxee benetits 6.375

Uniforms 6,374

Utilities 25.647

Trash removal services 270.196

I elephonc 3.803

Gas and oil 13,724

Repairs and maintenance 73,870

Operating supplies 79.44%

ProEssional fees 44.263

Insurance 12.273

MiscelIaneous 3,654

Depreciation 79.871

lotal operating expenses 748,320

Operating income 77.011

Non-operating reenues (expenses)

Interest income

Interest expense (13,650)

Net inn-operating revenues t expenses) (I 3.202

Income before contributions 63,80’)

Capital contributions — impact t’es 49,300

Change in net position I 1 3.1 09

Net position. beginning of year

Net position, end of ear S 2. 1 70,945

The aeeompan inc notes arc’ an integral part of these flnaneial aatemeii1s,
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TOWN OF MILTON, DELAWARE

STATEMENT OF CASH FLOWS
PROPRIETARY FUND

YEAR ENDED SEPTEMBER 30. 2013

Cash flows from operating activities
Receipts from customers
Other receipts
Payments to suppliers
Payments to employees

Net cash provided by operating activities

Cash flows from non-capital financing activities
Interfund borrowings

Cash flows from investing activities
Interest income

Cash flows from capital and related financing
activities

Purchases ofcapital assets
Principal paid on long-term debt
Interest paid on long-term debt
Capital contributions

Net cash used by capital
and related financing activities

Net increase in cash

Cash, beginning ofycar

Cash, end ofyear

Reconciliation ofoperating income to
net cash provided by operating activities

Operating income

Adjustments to reconcile operating income
to net cash providcd by operating activities

l)epreciation

(increase) decrease in assets
Accounts receivable
Inventory
Prepaid expenses

increase (decrease) in liabilities
Accounts payable and accrued expenses

Net cash provided by operating activities

Utilities Fund

S 777.094
15.936

(537.339)
(151.224)

104.467 C

71.348

448

(61,278)
(34.707)
(13.908)
49.300

(60.593)

I 15.670

696,310

S 811,980

S 77.011

79.871

(32,301)
(8.944)
(6.267)

(4.903)

S 104,467

[he accompan> ing notes are an integral part of these financial statements.
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TOWN OF MILTON. DELAWARE

NOTES TO FINANCIAL STATEMENTS

SEPTEMBER 30, 2013

SUMMARY OF SIGNII”ICANT ACCOUNTING POLICIES

The Town of Milton. Delaware (the Town”). was incorporated in 1 807. The Town operates

under a To n Council Ibum of government and pros ides the folloing sen ices as authorized h’ its

charter: public safety (police), public works (streets and highavs). trash removal. ater. recreation, code

enforcement, and general administrative services.

The i’own’s financial statements are prepared in accordance with generally accepted accounting

principles (GAAP). The Governmental Accounting Standards Board (GASB) is responsible for

establishing GAAP for state and local governments through its pronouncements (Statements and

interpretations). The more significant accounting policies established in GAAP and used by the Town are

discussed below.

RtJtity

‘[he has ic criteria lbr including component units in the lown ‘s linanc ial statements are the

exercise of o ersight responsibilit\ over such units by the [own’s elected officials. In evaluating how to

deflne the Town for financial purposes, management has considered all potential component units, Based

on criteria set forth by the GASB. the Town of Milton has no component units.

[lasis of Presentation

Gove,’nnw,u—wide slulemenis: The statement of’ net position and the statement of activities

display information about the [own. Ihese statements include the financial acti itics of the o’

government. [hese statements distinguish between the governmental and business—tv pe activities of the

Town. For the most part. the effect on interfund activity has been removed from these statements.

Governmental activities are financed through taxes, intergovernmental revenues, and other non—exchange

transactions. Business—t\pe activities are linanced in whole or in part h\ fees charged to external parties.

The statement of activities presents a comparison between direct expenses and revenues for the

different business—type acti ities of the [‘own and fbr each function of the ‘I own’s governmental

activities. Direct expenses are those that are spec ilicallv associated with a program or function and,

thereibre, are clearly identiliable to a particular function.

Program re enues include (a) fees, fines, and charges paid by the recipients of goods or sen ices

ol’fered by the programs and (h) grants and contributions that are restricted to meeting the operational or

capital requirements of’ a particular program. Revenues that are not classified as program revenues.

including all taxes. are presented as general revenues.

18



fO\VN OF MILFON. [)ELAWARE

NO [ES If) FINANCIAL SIATEMENTS

SEPTEMBER 30. 2013

S(]MMARY OF SiGNIFICANT ACCOUNTING POLICIES (Continued)

Basis of Presentation (Continued)

Fund Financial Statements: The fund financial statements provide information about the Town’s

funds. Separate statements for each fund category governmental and proprietary are presented. The

emphasis of fimd financial statements is on major governmental and enterprise ftmds. each displa\ ed in a

separate column .An remaining goernmentaI and enterprise ftmds are aggregated and reported as non—

major funds.

Proprietary fund operating revenues, such as charges for services, result fi’om exchange

transactions associated with the principal activity of the fund. Exchange transactions are those in which

each parts receives and gives up essentially equal values. Non—operating re enues. such as grants and

investment earnings, result from non—exchange transactions.

Govermnental Funds: The focus of the governmental funds’ measurement (in the fund

statements) is upon determination of financial position and changes in financial position (sources, uses.

and balances of financial resources) rather than upon net income. The Town reports this major

go ernmental fund:

(icncral I und I his is thc main opcratlng fund of thc I own It is uscd to account foi all I nan.i ii

resources not accounted for in other funds. All general tax revenues and other receipts that are not

resiricted by law or contractual agreement to some other fund are accounted Ibr in this fund.

General operating expenditures, fixed charges and capital inIpru\ cment costs that are fbi pad

through other funds are paid from the General Fund.

Proprietary Funds: The focus of proprietary fund measurement is upon determination of

operating income, changes in net position, financial position, and cash flows. The generally accepted

accounting principles applicable are those similar to businesses in the prRate sector. The 1 own has

presented the following proprietary fund:

Utilities !und — [his fund is used to account tbr the provision of water and trash ser ices to the

residents of the [own. Activities of the fund include adniin istration, operations and maintenance,

and hilling and collection activities. The fund also accounts Ibr the accumulation of resources

and the pax ment oF long—term debt princ pal and interest fr ater debt. I rash ser ices are

,uhcontractecf out to a local trash compan\
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TOWN OF MILTON, DELAWARE

NOTES TO FINANCIAL STATEMENTS

SERI’EMBER 30. 2013

SUMMARY OF SIGNIFICANT ACCOUNFING POLICIES (Continued)

Measurement Focus. Basis of Accotintin

Measurement locus refers to what is being measured. Basis of accounting refers to when revenues

and expenditures are recognized in the accounts and reported in the financial statements. Basis of

accounting relates to the timing of the measurement made, regardless of the measurement focus applied.

The government—\ ide and proprietar\ fund financial statements are reported using the economic

resources measurement focus and the accrual basis of accounting. Under the accrual basis of accounting.

revenues are recorded when earned and expenses are recorded at the time liabilities are incurred,

regardless of when the related cash flows take place. Non—exchange transactions. in hich the ‘I own

gives (or recei es) alue without directly receiving (or gi ing) equal value in exchange, include property

taxes, grants, entitlements, and donations. On the accrual basis, revenue from propert taxes is

recognized in the fiscal year for which taxes are levied. Revenues from grants, entitlements, and

donations are recognized in the fiscal year in which all the eligibility requirements have been satisfied.

The go’ ernmentai funds are reported using the current financial resources measurement Ibcus and

the moditied accrual basis of accounting, Under this method, revenues are recognized when measurable

and available. The Town considers all revenues reported in the governmental funds to be available if the

revenues are collected within sixty days after year end. Property taxes, charges frr services, and interest

are considered to be susceptible to accrual. Expenditures are recorded when the related fund iiabilii is

incurred, except for principal and interest on general long-term debt, claims and judgments, and

compensated absences, which are recognized as expenditures to the extent they have marred. General

capital acquisitions are reported as expenditures in governmental funds. Proceeds of long—term debt and

acquisitions under capital leases are reported as other financing sources.

Proceeds of long-term debt and acquisitions under capital leases are reported as other financing

sources. Expenditures are recorded when the related fund liability is incurred. However, debt sen ice

expenditures. claims and judgments. and compensated absences are recorded as expenditures to the extent

the ha’e matured. General capital acquisitions are reported as expenditures in the governmental funds.

Bude,etar\ Data

1 he Town charter established the fiscal year as the twel c—month period beginning October 1 of

each year. The 1 own Council adopts a budget annually. 1 he budget can be revised as deemed necessary

by the Council. The budgetary amounts are comprised of the normal operating budget and supplemental

budget allocations, if applicable.

Ihe general fund budget is adopted on a basis consistent with generally accepted accounting

principles for governmental funds.
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TOWN OF MII:FON, DELAWARE

NOTES FO FINANCiAL StATEMENTS

SEPTEJvI13ER 30. 2013

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Budgetary Data (Conti iuç)

The budget for the utilities fund is prepared on a basis (budgetary basis) that diffirs from

generally accepted accounting principles for proprietary funds (GAAP basis). The major differences

between the hudgeta basis and the GAAP basis are:

• Loans and transfers from other hinds are reported as Funding sources.

• Principal payments on long-term debt and capital outlay expenses are reported as funding uses.

• No budget is recorded for depreciation expense.

Cash equivalents

Cash equivalents include highly liquid investments with original maturities, when purchased, of’

less than three months.

Prepaid balances are for pa\ments made by the Town in the current year to pros ide ser ices

occurring in the subsequent fiscal year, and the reserve fbr prcpaid items has been recognized to signiR

that a portion of the fund balance is not available for other subsequent expenditures.

ijcntqry

Inventory consists ofater meters. hydrants, and other supplies used in the water department and

are recorded at cosi using the first—in, first—out method. Invento is charged to expense when consumed,

rather than v hen purchased or donated.

Allowance for Uncollectible_Accounts

Provision is made for estimated uncollectible water and trash collection charces and other

receivables based upon the Town’s determination of indi idual accounts not likel to he collected. The

allow ance for uncollectible accounts in the general fluid and utilities hind as of’ September 30. 2013 were

$56,548 and 51 0.800, respectIvely.



JOWN OF MILTON. DELAWARE

NOTES TO FiNANCIAl. STATEMENTS

SEPTEMBER 30. 2013

SEMMARY OF SIGNIFICANT ACCOLNI’ING POLICIES (Continued)

Detrred Revenue

The Town reports deferred revenue in the goernnientaI funds. 1)eferred revenue arises when a

revenue does not meet both the measurable and the “available criteria for recognition in the current

period. In the subsequent period, when both revenue recognition criteria are met, the liability for deferred

revenue is removed and revenue is recognized. Property taxes not collected within sixt days following

the end of the year are considered not available to pay liabilities that are owed at the balance sheet date

and therefore are reported as deferred revenue. Deferred revenue also includes grant revenues received for

which the expenses have not been incurred.

Accountnglor Compen sated Absences

The Town has accrued a liability for vacation pay which has been earned but not taken by Town

employees. [he liability ft)r the Water Department is reported in the Proprietary Fund. For departments

included in the General Fund, the current liability is reported in the General Fund and the long—term

portion, if any, is recorded in General Long-Term Debt.

Property taxes are levied on January l 5th and are due and payable at that time. ‘[axes unpaid b

March 31 of the same year become delinquent. Property taxes attach as an enlbrceable lien on property as

of March 3 1 after being two years delinquent.

cpjtlAscis

Capital assets, hich include property. plant. equipment. and infrastructure assets, are reported in

the applicable governmental or business—type activities columns in the government—wide financial

statements and in the fund financial statements for proprietarN funds. Capital assets are defined b the

lo ii as assets ith an initial, individual cost of $5,000 or more and an estimated useful lif exceeding

one year. All capital assets are valued at historical cost or estimated historical cost if actual historical is

not available. Donated assets are valued at their fair market value on the (late donated. Repairs and

maintenance that do not add to the \alue of the asset or materially extend the asset’s life are not

capital lied.



TOWN OF MILTON. DELAWARE

NOTES TO FINANCIAL STATEMENTS

SEPTEMBER 30. 2013

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

eContin)

Capital assets are depreciated using the straight—line method over the fbllowing estimated useful

lives:

Asset Class Estimated Useful Li es

Buildings I0— 40 years

Other improvements 10 25 years

Streets and sidewalks 10 25 years

Machinery and equipment 3 10 years

Vehicles 3 5 ears

Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting

principles requires the Town to make estimates and assumptions that affect the reported amounts ci assets

and liabilities and disclosure of contingent assets and liabilities at the date of the financial statements and

the reported amounts ci revenue and expenses during the reported period. Actual results could differ

from those estimates.

npiu i4piJIQii±.!y L11LLtiiittl1

Government—wide and proprietary fund net position are divided into three components:

invested in cpital assets, net of related debt - consist of’ the historical cost of capital

assets less accumulated depreciation and less any debt that remains outstanding that vas

used to finance those assets plus deferred outfIovs of resources less deferred inflo s of

resources related to those assets.

Restricted net pition consist of assets that are restricted by the Fovn’s creditors (lbr

example. through debt covenants), by the state enabling legislation (through restrictions

on shared re enues), by grantors (both federal and state). and b\ other contributors.

Unrestricted — all other net position is reported in this categor\

When an expense is incurred that can be paid using either restricted or unrestricted net position.

the 1 own’s policy is to first apply the expense tovard restricted resources and then to ard unrestricted

resources.



TOWN OF MILTON. [)ELA WARE

NOTES TO FINANCIAL STATEMENTS

SEPTEMBER 30, 2013

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Governmental Fund Balances

In the uovernniental fund financial statements. fund balances are classi fled as tollos s:

Nonspendable End Ic - amounts that cannot be spent either because they are in a

nonspendable tbrm (such as inventories and prepaid amounts) or the are legally or contractually

required to be maintained intact.

Restricted fund balance - amounts that can be spent only for specific purposes because of the

Town charter, state or federal laws, or externally imposed conditions by grantors or creditors.

Committed fund balance - amounts that can be spent only for specific purposes determined by a

formal action of the Mayor and Council through ordinance or resolution.

amounts that are designated by the Mayor and Council for a particular

purpose hut are not spendable until a budget ordinance is passed or a maorit vote approval by

the lawn Council.

Unassigped fund balance — all amounts not included in other spendable classifications.

In governmental funds, the [own’s policy is to first apply ti1 expenditure tovard restricted fund

balances and then to other, less restrictive classifications (committed and then assigned fund balances)

before using unassigned fund balances,

During 2013. the Town adopted GASB Statement No. 62. Codi,/lcation of Accouiiting and

I’inancia1 Reporting Guidance Contained in Pre—IVoveniher 30, 1989 [ISB and American Institute of

( ‘er/i/led Pith/ic Accountants (.1I( PA) Pronouncements. There was no material effect on the financial

statements due to this change.

In addition, the Town adopted GASB Statement No. 63, Financial 1?eporting of De/rred

Uuifluu s of R soui c Dc/cit ci lit/lou s of Rc sow cc s cmd \ i Position \dopt iou at th s ‘4 ikinc.nt

changed the terms and classifications of items in the statement of financial position in the government—

‘s ide activities and enterprise funds.



TOWN OF MiLTON. DELAWARE

NOTES 10 FINANCIAL STATEMEN FS

SEPTEMBER 30, 2013

CASH AND INVESTMENTS

Cash

The Town is permitted to invest funds in U.S. treasury bills, short-term obligations ol the United

States Government or its agencies or instrumentalities, obligations of the United States of America or any

of its agencies or instrumentalities backed by the full faith and credit of the Unities States of America. the

State of Delaare or any of its agencies or instrumentalities backed by the full faith and credit of the

political subdivision, certificates of deposit. secured purchase agreements. authorized investment trust

companies, and time or share accounts of institutions insured or secured by the FDIC to the extent such

certificates are insured by a proper bond or collateral.

Custodial credit risk is the risk that in the event of a bank failure, the Tox n’s deposits may not be

returned to it. The Town’s deposits were not exposed to custodial credit risk at September 30, 2013. as

$1,851,508 was covered by FDIC insurance and the remaining was secured by acceptable collateral.

The ‘lon does not have a formal in estment policy that limits in estment maturities as a means

of managing its exposure to fair value losses arising from increasing interest rates. fhe To n ‘\as not

exposed to Ibreign currency risk fbr the fiscal year.

Restricted cash

Restricted cash in the general hind consists of:

• Cash collected lbr transfer taxes which by state la\ must be segregated from the low ns

general cash and can be expended solely for the capital and operating costs of public

safety services, economic development programs, public works services, infrastructure

projects and improvements, and debt reduction

• Cash received from the State of [)elaware restricted for municipal street impro\ cments

• Cash received from the State of Delaware restricted for local law enforcement activities.

Restricted cash in the utilities ftmd consists of cash accumulated from water impact fees which

are restricted for future capital improvements.



TOWN OF MILTON. I)ELAWARE

NOTES TO FINANCIAL STATEMENTS

SEPTEMBER 30. 2013

CAPITAL ASSET S

I he changes in the lowns capital assets are as follows:

Governmental activities: Beginning Ending

Balance Increases Decreases Balance -

Capital assets not being depreciated

Land $ 38,380 $ $ $ 38,380

Capital assets being depre elated

Buildings 818,691 818,691

Other improvements 1,036.433 77.119 1.1 13.552

Machinery and equipment 518.999 49,037 568,036

Streets and sidev’.alks 218.502 218.502

Vehicles 321,268

_____________

13,500 — 307.768

lotal capital assets being depreciated 2,913.893 126.156 13,500 3.026.549

less accumulated depreciation tbr:

Buildings 198.845 27.667 226,512

Other improvements 625,367 41,208 666,575

Machinery and equipment 403.434 36.839 440,273

Streets and sidewalks 56,939 11.059 67,998

Vehicles 285.023 13.531 13.500 285.054

Total accumulated depreciation 1,569,608 130,304 13,500 1 .686,412

Total capital assets being depreciated. net 1,344.285 (4.148) 1.340.137

Governmental activities

Capital assets, net $ 1,382.665 S (4.148) S S 1.378.517

Depreciation expense for governmental activities was charged to functions as follows:

Governmental activities:

General government 5 25.352

Public safet\ 30,102

Public orks 42.970

Parks and recreation 3 1 ,880

Iotal go em mental activities $ 130304



CAPIl\I. ASSI. IS (Continued

[OWN OF MILTON. [)ELA WARE

NOTES TO FINANCIAL SIAlEMEN1S

SEPTEMBER 30. 2013

Business—type act:vities

Capital assets, net

I ONG—TERM DEBT

!usincss-]ypcocliyi(igs

855.737

296.403

___________
____________

170.270

____________
____________

1.322.410

S 1,487,594 5 (18.593) 5 51.469.001

Suue l?ero/rint Fund Loan 3lonie.s (SI?)’). On June 8. 200] , the low n entered ¶nto a loan

agreement with the Delaware Drinking Water State Revolving Fund, offered through the Delaware

Department of I Iealth & Social Services. Division of Public Health, to fund upgrades to the Fowns

drinkmg water treatment and delivery system. The original obligation was $635,62 I. The loan is payable

in thirty—four semi—annual payments of $24,307 including interest at 3.1 6% and matures July 6, 2023.

Changes in long—term obligations for the year ended September 30. 2013 are as follows:

Beginning Ending

Balance Increases Decreases Balance

Notes payable 5 448.759 5 S 34.707 $ 414.052

Beginning
Balance Increases

Business-type activities:

Capital assets being depreciated

I mpro cme

Machinery and equipment

Vehicles
Iota] capital assets being depreciated

less ace urnulated depreciation for:

I mpro ements

‘vlac 11 inery and equipment

Vehicles
1 ota I ace umuiated depreciation

Ending

Decreases Balance

$ $ 2.116.735

483.611

191.065 -

2.791.411

S 2.116.735 S

443,480
169.918

2.730.133

799.748

273.318
169.473

1 .242.539

40.131
21,147

61.278

55.98’)

23.085
797 -

79.871

(18.593)Total capita] assets being depreciated, net 1.487,594 1 .469,001



LONG-TERM I)EBT (Continued)

l’OWN OF MIL’R)N, DELAWARE

SEPTEMBER 30, 2013

Business-jpe activities (Continued)

Principal and interest requirements to amortize all l3usiness—tvpe Activities debt outstanding as ol

September 30. 2013 are as lolIovs:

lNllRESl COS F UTIlITIES FUNI)

Business-Type Activities

Where applicable, the lown follows the policy of capitalizing interest as a component of the cost

ot property, plant, and equipment constructed for its own use. During the year ended September 30.

2013, total interest incurred and paid in the Utilities fund was $13,650. The full amount was charged to

operations.

INTERNAL BAI .ANCES

Balances due to/from other Funds at September 30. 2013 consist of the fbI lowing:

Beginning End

ofvear Increase ofvear

$ 46,742 $ (71,348) $ (24,606)

NOTES TO FINANCIAL STATEMENTS

Year Ending Principal

2014 $ 35,811

2015

2016

2017

2018

36.952

38,129

39.343

40,597

Interest

$ 12,804

11.663

10.486

9,272

8.018

lotals

$ 48,615

48,615

48,615

48,615

48,615

2019-2023 223,220 19,853 243,073

$ 414,052 $ 72,096 $ 486,148

I)ue from the utilities fund to the general fund
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TOWN OF MILTON DELAWARE

NOTES TO FINANCIAL STATEMENTS

SEPTEMBER30, 2013

FUND BALANCES - GOVERNMENTAL FUNDS

Non-spendable fund balance consists of prepaid insurance premiums.

Restricted fund balances consist of transfer taxes and grants (net of deferred revenue) that are

restricted to specific uses by the State of Delaware.

IMPACT FEES - WASTEWATER TREATMENT PLANT

On July 1, 2007, the Town sold the wastewater treatment plant and sewer infrastructure to

Tidewater Environment Services, Inc. (TESI). As new customers pay impact fees to TESI, the Town will

receive $2,400,000 in additional money for franchise fees, prior engineering costs, and repayment of the

state revolving fund debt. This amount will be received in installments of $1,500 per customer from the

impact fees collected by TESI.

The Town is likely to collect the $2,400,000, but it has not been recorded as a receivable as of

September 30, 2013. This income will be recorded as received, or when it becomes absolutely certain

that the money will be received. Impact fees collected during the year were $3 3.000 and were deposited

in the general fund.

EMPLOYEE PENSION PLAN

Effective October 1, 2003, the Town became a member of the State of Delaware County and

Municipal Police Pension Plan, a cost-sharing multiple-employer defined benefit plan administered by the

Board of Pension Trustees of the State of Delaware. The Town’s cost of participating in this plan is set by

the State’s Legislative body annually. Municipal employees and municipal police officers must contribute

3% and 7%, respectively. The three year contribution information for the Town is as follows:

Annual
Pension Costs Presentation of Net Pension

Fiscal year ended (APC) APC Contribution Obligation

September30, 2013 $87,612 100% 0

September30. 2012 $85,949 100% 0

September30,2011 $77,857 100% 0

The Police Department receives grant monies from the State of Delaware through a special tax on

gross premiums for the benefit of police. During the fiscal year, the Town received $47.740.
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TOWN OF MILTON DELAWARE

NOTES TO FINANCIAL STATEMENTS

SEPTEMBER 30, 2013

RISK MANAGEMENT

Due to the nature of activities in which Town employees are involved, from time to time, legal

matters may arise. The Town maintains insurance coverage for such potential liabilities. Insurance

deductibles arc $2,500 for general liabilities and $10,000 for police liabilities. Management believes such

coverage is sufficient to preclude an) uninsured losses to the Town.

CONTINGENT LIAI3ILIIlES

The Town is the recipient of various fuderal and state grants. The Town may be under obligation

to repay these grant funds if, upon final reviess by the respective granting agencies. the funds ewendcd

did not meet the established program objectives. The Town is not aware ofany repayment request

NEW PRONOUNCEMENT

GASB approved Statement No. 65. Items Previously Reponed as Assets and Liabilities, which

will require certain items that were previously reported as assets and liabilities be reported as deferred

ouIllinss of resources or deferred inflows of resources. In addition, GASB Statement No. 65 is ill also

require the Town to write-off any remaining unamortized bond costs. The Town will be required to

implement GASB Statement No.65 for the year ending September 30.2014.

GASB has also approved Statement No. 68 which will require the Town to provide additional

information in the financial statements related to cost sharing pension plans such as the Delaware County

and Municipal Police Pension Plan. The Town will be required to implement GASB Statement No. 68

for the year ended September 30,2015.
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TOWN OF MILTON, DELAWARE

REQUIRED SUPPLEMENTARY INFORMATION

BUDGETARY COMPARISON SCHEDULE

GENERAL FUND

YEAR ENDED SEPTEMBER 30, 2013

Variance with
Final Budget

Budget Favorable

Original Final Actual (Unfavorable)

Revenues

Taxes and assessments $ 972,600 $ 975,100 $ 1,046.264 S 71.164

Licenses and permits 178,143 178.143 200.063 21,920

Intergovernmental revenues 235,506 198,567 208,758 10,191

Charges for services 150,670 150,670 187,844 37,174

Fines and forfeitures 42,500 42,500 48,863 6.363

Earnings on investments 4,500 4,500 2,710 (1,790)

Miscellaneous 16,265 16,265 17,084 819

Total revenues 1,600,184 1,565,745 1,711,586 145,841

Expenditures

Current
General government 290,924 293,424 323,411 (29,987)

Public safety 906,489 872,938 851,363 21,575

Public works 124,734 124,734 162.638 (37,904)

Parks and recreation 44,471 44,471 54,619 (10,148)

Code enforcement 172,250 172,250 208,592 (36,342)

Capital outlay 84,248 84,248 126,156 (41,908)

Total expenditures 1,623,116 1,592,065 1.726.779 (134,714)

Net change in fund balance $ (22,932) $ (26,320) $ (15,193) $ 11,127
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PKS & Company PA.

INDEPENDENT AUDITORS’ REPORT ON
SUPPLEMENTARY INFORMATION

To the Mayor and Council
Town of Milton, Delaware

wisw pkspa om

Report on Supplementary Information

Our report on our audit of the financial statements that collectively comprise the
Town of Milton, Delaware’s basic financial statements appears on pages one and two.
Our audit was conducted for the purpose of forming opinions on the financial statements
that collectively comprise the Town of Milton, Delaware’s basic financial statements.
The supplementary information listed in the table of contents is presented for purposes of
additional analysis and is not a required part of the basic financial statements.

The supplementary information is the responsibility of management and was
derived from and relates directly to the underlying accounting and other records used to
prepare the basic financial statements. Such information, except for the portion marked
“unaudited.” has been subjected to the auditing procedures applied in the audit of the
basic financial statements and certain additional procedures, including comparing and
reconciling such information directly to the underlying accounting and other records used
to prepare the basic financial statements or to the basic financial statements themselves.
and other additional procedures in accordance with auditing standards generally accepted
in the United States of America. In our opinion, the supplementary information is fairly

( 2 stated, in all material respects, in relation to the basic financial statements as a whole. The
information marked “unaudited” has not been subjected to the auditing procedures
applied in the audit of the basic financial statements, and accordingly, we do not express
an opinion or provide any assurance on it.

Other Matter

The prior year summarized comparative information has been deri ed from the
Ton’s 2012 financial statements and, in our report dated January 1. 2013.
e\pressed unmodified opinions on the respective financial statements of the
go ernmental acti ities, the business—type activities and each major fund.

PKsc,M.
CERTIFIED PUBLIC ACCOUNTANTS
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Januar 25. 2014
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TOWN OF MILTON, DELAWARE

SCHEDULE OF REVENUES AND EXPENDITURES

BUDGET AND ACTUAL

GENERAL FUND

YEAR ENDED SEPTEMBER 30, 2013

(WITH COMPARATIVE TOTALS FOR 2012)

2013 2012

Final

Budget

(Unaudited) Actual Actual

Revenues

Taxes and assessments $ 975.100 $ 1.046,264 $ 1,042,899

Licenses and permits 178,143 200,063 274,734

Intergovernmental revenues 198,567 208,758 223.292

Charges for services 150,670 187,844 174,583

Fines and forfeitures 42,500 48,863 52,368

Earnings on investments 4,500 2,710 1,997

Miscellaneous 16,265 1 7,084 43,990

Total revenues 1,565,745 1,711,586 1,813,863

Expenditures

Current

General government 293,424 323,411 368,512

Public safety 872,938 851,363 854,734

Public works 124,734 162,638 164,977

Parks and recreation 44,471 54,619 39,380

Code enforcement 172,250 208,592 165,958

Capital outlay 84,248 126,156 29,983

Total expenditures I ,592,065 1,726,779 1 ,623,544

Net change in fund balance $ (26,320) $ (15,193) $ 190,319
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TOWN OF MILTON. DELAWARE

SCHEDULE OF REVENUES—BUDGET AND ACTUAL

GENERAL FUND

YEAR ENDED SEPTEMBER 30, 2013

(WITH COMPARATIVE TOTALS FOR 2012)

Revenues

Taxes and assessments

Real estate

Transfer

Penalties

Total taxes

Licenses and permits

Business licenses

Franchise fees

Total licenses and permits

Intergovernmental revenues

Federal Government

State of Delaware

Sussex Counvv

Total intergovernmental revenues

Charges for services

Professional fees

Other service charges

Total service charges

Fines and forfeitures

Earnings on investments

Miscellaneous

Donations

Other

Total miscellaneous

lotal revenues

Final

Budget

(Unaudited)

$ 810,000

157,500
7,600

975,100

145,000

33,143

178,143

4,061

169,506

25.000

198,567

30,800

119,870

1 50,670

42,500

4,500

11,000

5,265

16,265

$ 1.565.745

2013

Actual

$ 820,635

213,246
12,383

1,046.264

165,179

34,884

200,063

4,061

179,697

25,000

208,758

47,595

140,249

187,844

48,863

2,710

16,470

614

17,084

$ 1,711.586

2012

Actual

$ 788,573

243.957

10.369

1,042,899

241,590

33,144

274,734

198,292

25,000

223,292

62,559

112,024

174,583

52,368

1,997

12,114

31.876

43,990

$ 1,813,863
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TOWN OF MILTON. DELAWARE

SCHEDULE OF EXPENDITURES—BUDGET AND ACTUAL

GENERAL FUND

YEAR ENDED SEPTEMBER 30, 2013

(WITH COMPARATIVE TOTALS FOR 2012)

2013

Final

Budget

(Unaudited) Actual

Expenditures

General government

Administration $ 286,775

Law

________________

36,636

________________

323,411

2012

Total general government

Actual

$ 270,424

23,000

293,424

$ 329,558

38,954

368,512

Public safety

Police department 870,438 848,863 852,234

Fire department 2,500 2,500 2.500

Total public safety 872,938 851,363 854,734

Public Works

Streets 108,734 78,956 149,663

Sanitation 16,000 83,682 15,314

Total public works 124,734 162,638 164,977

Parks and recreation 44,471 54,619 39,380

Code enforcement 172,250 208,592 165,958

Capital outlay 84,248 126,156 29,983

Total expenditures $ 1,592,065 $ 1,726,779 $ 1,623.544



TOWN OF MILTON. DELAWARE

SCHEDULE OF REVENUES AND EXPENSES

UTILITIES FUND

YEAR ENDED SEPTEMBER 30, 2013

(WITH COMPARATIVE TOTALS FOR 2012)

2013 2012

Operating revenues

Water service charges $ 478,827 $ 472,498

Trash service charges 289.446 292,061

Tapping fees 14.500 3,500

Sales of meters 19,532 19,838

Operating grants 2.192 7.415

Penalties 7,090 4,346

Other 13,744 6,052

Total operating revenues 825,331 805.710

Operating expenses

Salaries and labor 149,572 137.573

Payroll taxes 10,463 9.439

Pension 8,787 11,778

Employee benefits 16,375 23,590

Uniforms 6,374 8,095

Utilities 25,647 24,010

Trash removal 270,196 256.602

Telephone 3,803 3,760

Ciasandoil 13,724 15,345

Repairs and maintenance 73.870 54,472

Operating supplies 29,448 36,845

Professional fees 44,263 62,384

Insurance 12,273 10,479

Miscellaneous 3,654 6.315

Depreciation 79,871 84,486

Total operating expenses 748,320 745,173

Operating income 77,0 1 1 60,537

Non-operating revenues (expenses)

Interest income 448 458

Interest expense (13,650) (14,759)

et non-operating expenses (13,202) (14,301)

Income before contributions 63,809 46,236

Capital contributions - impact fees 49,300 33,350

Change in net position $ 113.109 $ 79.586
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INDEPENDENT AUDITORS’ REPORT ON IN fERNAL CONTROl. OVER

FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MA fltRS

BASED ON AN AUDIT OF FINANCIAl. STA1’EMEN I’S PERFORMED IN

ACCORDANCE WITH GOi’ERXMEVTA LDfl’IXG STANDARDS’

To the Mayor and Council
Town of Milton. Delaware

We hme audited, in accordance with auditing standards generally accepted in

the United States of America and the standards applicable to financial audits

contained in Guwen,nwnt Auditing &amkircic, issued by the Comptroller General of

the United States, the financial statements of the governmental actis ities, the

business-type actiities and each major fund of the Town of Milton. Delaware as of

and for the year ended September 30, 2013. and the related notes to the financial

statements, which collecthely comprise the rown’s basic financial statements and

hase issued our report thereon dated January 25.2014.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, ise

considered the Town’s internal cuntwl over financial reporting (internal eontrnl) to

determine the audit procedures that are appropriate in the circumstances for the

purpose of expressing our opinions on the financial statements. but not for the

purpose of expressing an opinion on the effectiveness of the rown’s internal control.

Accordingly. we do not express an opinion on the effectiveness of the l’own’s

internal control.

A deJicknçv In Internal control exists when the design or operation of a

control does not allow management or employ eec. in the normal course of

perfonning their assigned functions, to present, or detect and correct, misstatements

on a timely basis. A material weakness is a deficiency. or a combination of

deficiencies. in internal control such that there is a reasonable possibility that a

material misstatement of the entity’s financial statements will not be pm’ ented. or

detected and corrected on a timely basis. A cignilIcan: de/kiençr is a deficiency. or a

combination of deficiencies, in internal control that is less seiere than a material

neatness. yet important enough to merit attention by those charged s ith go ernance.

I I
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Our consideration of internal control was for the limited purpose described in the first paragraph

of this section and was not designed to identif all deficiencies in internal control that might he material

eaknesses or significant deficiencies and therefore, material weaknesses or significant deficiencies rna\

exist that crc not identified. Given these limitations, during our audit we did not identify any

deficiencies in internal control that we consider to be material weaknesses. However, material

weaknesses may exist that have not been identified, We did identify certain deficiencies in internal

control, described in the accompanying schedule of findings and responses that we considered to be

significant deficiencies. 13-0] and 13-02.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Town’s financial statements are free

of material misstatement, we performed tests of its compliance with certain provisions of laws,

regulations, contracts and grant agreements, noncompliance with which could have a direct and material

effect on the determination of financial statement amounts. However, providing an opinion on

compliance \ith those provisions was not an objective of our audit and. accordingly. do hot express

such an opinion. The results of’ our tests disclosed no instances of noncompliance or other matters that

are required to be reported under Government Auditing Standards.

Town of Milton, Delaware’s Response to Findings

The Town’s response to the findings identified in our audit is described in the accompanying

schedule of findings and questioned costs. The Town’s response was not subjected to the auditing

procedures applied in the audit of the financial statements and, accordingly, we express no opinion on it.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal coiitrol and

compliance and the results of that testing, and not to provide an opinion on the effectiveness of the

entity’s internal control or on compliance. This report is an integral part of’ an audit perfiirmed in

accordance ith Goi’ernment .4uditing Standards in considering the entity’s internal control and

compliance. Accordingly, this communication is not suitable for any other purpose.

PK4
CERTIFIED PUBLIC ACCOUNTANTS

Salisbury. Maryland
January 25, 2014
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TOWN OF MILTON, DELAWARE

SCHEDULE OF FINDINGS AND RESPONSES

YEAR ENDED SEPTEMBER 30, 2013

SIGNIFICAiT DEFICIENCIES

13-01 Criteria - A good system of internal control provides for a proper segregation of the accounting
functions,

Condition - The Town does not have the proper segregation of duties over cash receipts and
disbursements, accounts receivable, and accounts payable.

Effect - There is a danger that intentional fraud or unintentional errors or misappropriation could
occur and go undetected.

Cause - The Town has a limited number of personnel in their accounting department.

Recommendation - Management should implement procedures to improve existing internal
control.

Auditee’s response and planned corrective action — During the fiscal year, the Towns
management has implemented additional controls and reassigned job responsibilities in order to
provide additional oversight and strengthen controls over cash receipts, disbursements, accounts
receivable, and accounts payable. Management is satisfied with the controls in place and is
willing to accept any risks associated with this deficiency.

13-02 Criteria - Controls should be in place to detect, prevent, or correct misstatements in the Town’s
drafted financial statements.

Condition - Management relies on the auditor to prepare the financial statements in accordance
with generally accepted accounting principles (GAAP). The financial statements are reviewed and
approved by management prior to their issuance. In addition, management relies on the auditor to
perform certain tasks such as the calculation of accrued liabilities, update of depreciation
schedules, and the posting of approved adjusting entries to the trial balance prior to the
preparation of the financial statements.

Effect - There is a danger that intentional fraud or unintentional errors could be made and not
detected.

Cause - Management does not have sufficient knowledge of required generally accepted
accounting principles to prepare the financial statements and determine whether the disclosures
are complete.

Recommendation - None.

Auditee’sjcpp.pse and planned corrective action - Management has evaluated the cost vs. benefit
of establishing internal controls over the preparation of the financial statements and has


