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INDEPENDENT AUDITOR’S REPORT = R0

The Honorable Mayor And Members Of Council
Town of Milton
Milton, Delaware

We have audited the accompanying financial statements of the governmental activities , the business-
type activities, each major fund, and the aggregate remaining fund information of the Town of Milton,
Delaware as of and for the year ended September 30, 2007, which collectively comprise the Town’s basic
financial statements and have issued our report thereon dated January 15, 2008.

We conducted our audit in accordance with generally accepted auditing standards and the standards
applicable to financial audits contained in Governmental 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 the 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 governmental activities, the business-type activities, each major fund, and
the aggregate remaining fund information of the Town of Milton, Delaware as of September 30, 2007, and the
respective changes in financial position and cash flows, where applicable, thereof for the year then ended in
conformity with accounting principles generally accepted in the United States of America.

As described in Note 1, the Town implemented a new financial reporting model, as required by the
provisions of GASB Statement No. 34, Basic Financial Statements — and Management’s Discussion and
Analysis — for State and Local Governments, as of September 30, 2005. The management’s discussion and
analysis and budgetary comparison information are not a required part of the basic financial statements but are
supplementary information required by accounting principles generally accepted on the United States of
America. We have performed certain limited procedures, which consisted principally of inquiries of
management regarding the methods of measurement and presentation of the supplementary information.
However, we did not audit the information and express no opinion on it.



Our audit was conducted for the purpose of forming an opinion on the financial statements that
collectively comprise the Town of Milton, Delaware basic financial statements. The introductory section,
combining and individual non-major fund financial statements are presented for purposes of additional analysis
and are not a required part of the basic financial statements. The combining and non-major fund financial
statements have been subjected to the auditing procedures applied in the audit of the basic financial statements

and, in our opinion, are fairly stated in all material respects in relation to the basic financial statements taken as
a whole.

Somber + Company, OBy Prf

Certified Public Accountants

January 15, 2008
Georgetown, Delaware
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TOWN OF MILTON, DELAWARE
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED SEPTEMBER 30, 2007

As management of The Town of Milton, Delaware, we offer readers of the Town’s financial statements this
narrative overview and analysis of the financial activities of the Town for the fiscal year ended September 30,
2007. This discussion and analysis is designed to (a) assist the reader in focusing on significant financial issues,
(b) provide an overview of the Town’s financial activity, (c) identify changes in the Town’s financial position,
(d) identify any material deviations from the financial plan, and (e) identify individual fund issues or concerns.

Since the Management’s Discussion and Analysis is designed to focus on the current year’s activities, resulting
changes and currently known facts, please read it in conjunction with the Town’s financial statements
(beginning on page 14).

FINANCIAL HIGHLIGHTS

The assets of The Town of Milton exceeded its liabilities at the close of the most recent fiscal year by

$ 6,462,050 (Net assets). Of this amount, $ 3,966,507 (unrestricted net assets) may be used to meet the
government’s ongoing obligations to citizens and creditors in accordance with the Town’s fund
designation and fiscal policies.

As of the close of the current fiscal year, The Town of Milton’s governmental funds reported combined
ending fund balances of $ 3,595,084. Of this total amount, $ 3,512,841 is unreserved and available for
use within the Town’s designation and policies while the remaining $ 82,243 is allocated for police and
street projects.

At the end of the current fiscal year, unreserved fund balance for the general fund was $ 3,512,841
or 101 % of the total general fund expenditure.

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis is intended to serve as an introduction to the Town’s basic financial statements.
The Town’s basic financial statements are comprised of three components: 1) government-wide financial
statements, 2) fund financial statements and 3) notes to the financial statements. This report also contains other
supplementary information in addition to the basic financial statements themselves.

Government-wide financial statements — The government-wide financial statements are designed to provide
readers with a broad overview of the Town’s finances, in a manner similar to a private-sector business.

The Statement of Net Assets presents information on all of the Town’s assets and liabilities, with the difference
between the two reported as net assets. Over time, increases and decreases in net assets may serve as a useful
indicator of whether the financial position of the Town is improving or deteriorating.

The Statement of Activities presents information showing how the Town’s net assets changed during the fiscal
year. All changes in net assets are reported when the underlying event giving rise to the change occurs,
regardless of the timing of related cash flows. Thus, revenues and expenses are reported in this statement for
some items that will only result in cash flows in the future fiscal periods (e.g., uncollected taxes and earned but
unused compensated absences).



TOWN OF MILTON, DELAWARE
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED SEPTEMBER 30, 2007

Both the government-wide financial statements distinguish functions of the Town that are principally supported
by taxes and intergovernmental revenues (governmental activities) from functions that are intended to recover
all or a significant portion of their costs through user fees and charges (business-type activities). The
governmental activities of the Town include general government and administration, public safety, and streets.
The business-type activities of the Town include Water, Sewer and Sanitation operations.

The government-wide financial statements can be found on pages 14 — 16 of this report.

Fund financial statements — A fund is a grouping of related accounts that is used to maintain control over
resources that have been segregated for specific activities or objectives. The Town, like other state and local
governments, use fund accounting to ensure and demonstrate compliance with finance-related legal
requirements. All of the funds of the Town 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 current sources and uses 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 requirements.

Because the focus of governmental funds is narrower than that of the government-wide financial statements, it
is useful to compare the information presented for governmental funds with similar information presented for
governmental activities in the government-wide financial statements. By doing so, readers may better
understand the long-term effect of the government’s near-term financing decisions. Both the governmental
funds balance sheet and the governmental fund statements of revenues, expenditures, and changes in fund
balances provide a reconciliation to facilitate this comparison between governmental funds and governmental
activities.

The Town maintains five governmental funds. Information is presented separately in the Governmental Fund
Balance Sheet and in the Governmental Fund Statement of Revenues, Expenditures, and Changes in Fund
Balances for the General and Municipal Street Aid, all of which are considered to be major funds. Data from the
other three funds are combined into a single, aggregated presentation. Individual fund data for each of these
non-major governmental funds is provided in the form of combining statements elsewhere in this report.

The basic governmental fund financial statements can be found on pages 17 — 20 of this report.

Proprietary Funds — The Town maintains two types of proprietary funds. 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 sewer operations.

Proprietary funds provide the same type of information as the government-wide financial statements, only in
more detail. The proprietary fund financial statements provide separate information for the Water and Sewer

funds since they are considered to be major funds of the Town.

The basic proprietary fund financial statements can be found on pages 22 — 25 of this report.

3

|-

—

||

I S e =

e ¢

4



(5

-

—1

.

| S

==

S R B O

| S

d

s |

|

TOWN OF MILTON, DELAWARE
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED SEPTEMBER 30, 2007

Notes to the Financial Statements — The notes provide additional information that is essential to a full
understanding of the data provided in the government-wide and fund financial statements. The notes to the
financial statements can be found on pages 26 — 36 of this report.

Other Information — In addition to the basic financial statements and accompanying notes, this report also
presents certain required supplementary information concerning the Town’s budgetary activity. Required
supplementary information can be found on page 37 — 44 of this report.

The combining statements referred to earlier in connection with non-major governmental funds is presented
following the supplementary information. Combining and individual statements and schedules can be found on
pages 45 — 57 of this report.

GOVERNMENTAL-WIDE FINANCIAL ANALYSIS
As noted earlier, net assets may serve over time as a useful indicator of government’s financial position. In the
case of the Town of Milton, assets exceeded liabilities by $ 6,462,050 as of September 30, 2007.

A large portion of the Town’s net assets (54 %) reflects its investments in capital assets (e.g., land, building,
equipment, improvements, construction in progress and infrastructure), less any debt used to acquire those
assets that is still outstanding. The Town uses these capital assets to provide service 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.

TOWN OF MILTON'S NET ASSETS
Governmental Govemnmental ~ Business-Type  Business-Type Totals
Activities Activities Activities Activities Amount  Percentage

September 30,2007 September 30, 2006 September 30, 2007 September 30,2006 September 30, 2007 September 30, 2006 Change  Change

Current and other assets $ JTU514 § 1,717,994 § 049,061 § 3,303,770 § 4313515 § 3001764 § (648,189) -12.91%
Capital Assets 1,834,145 679,771 1,682,030 3,903,687 3,516,175 4583458 (1,067,283) -23.29%

Total Assets $ 3,358,659 $ 2,391,765 § 2,331,091 § 1,207457 § 7,889,750 $ 9,605,222 § (1,715472)

Long term liabilities $ 41900 $ 70,744 § 1,081,977 § 1,096,354 § 1123877 § 1167098 § @3221) -370%
Other liabilities 154,091 159,980 149,732 05,328 303,823 225,308 78515  3485%
Total Liabilities $ 195,991 § 80,74 § 1,231,709 § 1,161,682 § 1427,700 $ 1392406 § 35094
Net Assets:
Invested in capital assets, net
of related debt $ 1,834,145 § 119418 § 594333 § 3,179,765 § 2428478 § 3,899,183 § (1470,705) -37.12%
Restricted 24,607 - 42458 - 67,065 - 67,065
Unrestricted 3,503916 1,447,624 462,591 2,866,010 3,966,507 4313634  (347,121)  -8.05%

Total Net Assets $ 3,362,668 $ 2,167,042 § 1,099,382 § 6,045,775 § 6,462,050 $ 8212817 § (1,750,767)




TOWN OF MILTON, DELAWARE
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED SEPTEMBER 30, 2007

The balance of governmental unrestricted net assets $ 3,503,916 may be used to meet the government’s ongoing
obligation to citizens and creditors.

As of September 30, 2007, the Town is able to report positive balances in all three categories of net assets, both
for the government as a whole, as well as for its separate categories — governmental and business-type activities.

Analysis of the Town’s Operations — The following table provides a summary of the Town’s operations for
the year ended September 30, 2007. The Town first implemented GASB Statement No. 34, Basic Financial
Statements — and Management’s Discussion and Analysis — for State and Local Governments, in 2004,
therefore comparative data is presented. Governmental activities increased the Town of Milton’s net assets by

$ 3,195,627. Business-type activities decreased the Town’s net assets by $ 4,946,393. The overall net effect is a
decrease in net assets of $ 1,750,766.

oy N S

N -

L

aE B



L2

=

|

f
=

i

—

r—

Revenues:

Program Revenues:
Charges for services
Operating grants and contributions

General Revenues:
Taxes
Franchise fees
Licenses and fees
Tnterest
Miscellaneous
EDU income

Total Revenues

Expenses:
Sanitation Departmenl
Street Department
Police Department
Fire Conpany
Administrative Department
Code Enforcement
Park & Recreation
General Government
SWAT
200th Anniversary
Water Department
Sewer Depariment

Total Expenses
Increase / (Decrease) i net assels
before extraondinary item and transfers

Extraordinary Loss
Trangfers

Increase / (Decrease) in nel assels

Net assets - October Ist

Net asseds - September 30th

TOWN OF MILTON, DELAWARE
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED SEPTEMBER 30, 2007

TOWN OF MILTON'S CHANGES IN NET ASSETS
Govemmental Govemmental Business-Type Business-Type Totals
Activities Activities Activities Activities Amount
Seplember 30,2007 September30,2000  Seplember30,2007  September 30,2006 September 20, 2007 September 20, 2006 Change
S m466 § 449 § 1136886 § 1,280,591 § 1360352 § 1495030 §  (14,67)
43944 wee 5300 43944 310358 12907
1,284,437 1526271 1284437 1526277 (241,840)
18010 15,17 18010 15171 189
448,368 214,36 . . 448,368 4.3 W13
12,85 18,100 100,093 48492 11237 66,592 45,186
1170 B175 461 1920 9631 30,095 (464)
420000 429000 {429,000)
S 2455010 § 230145 § 137440 § 1,765,303 § 3692610 § 4086759 §  (3%4,149)
§ 139958 § 13,162 § S - § 139958 § 123162 § 16,79
196,091 114578 196,091 114578 81,513
800,45 087,768 800,345 087,768 112577
5,000 6,150 5,000 6,750 (1,750)
04,40 305,689 104,240 305,689 398,351
152,979 159,7% 152979 159,796 ©817)
153,223 30697 153,23 30697 122,526
1.9 200,304 0191 202304 24993
1 0015 nm 30015 T4
9431 500 - - 941 500 8931
417993 312861 41799 312861 105,132
453810 415818 453810 415818 3799
S 2471353 § 1,661,259 § 871803 § 18619 § 33156 § 2380938 § 953218
§ {16,183) § 060,197 § 365637 § 1,036,624 § 39434 § 16%821 §  (1,347367)
§ - § -3 (2,100220) § - § (2,100220) § - § (210020
31810 115,542 (3.211.810) (115,542)

§ 319560 § 79 § (4946393 § 01082 § (1,750,766) $ 169821 §  (3447.587)

2161041 1,391,302 6,045,775 5,124,693 8212816 6,515,995

$ 5,362,668 § 1167041 § 109382 § 6045775 § 6,462,050 § 8,212,816

Percentage
Change

2.01%
41.59%

-1385%
18.71%
109.29%
08.76%
-1.54%
-100.00%

13.64%
11.14%
16.37%
-15.93%
130.38%
427%
319%.15%
1235%
9.4%
9.16%
33.60%
0.14%



TOWN OF MILTON, DELAWARE
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED SEPTEMBER 30, 2007

Governmental Activities 2007 Revenues

Miscellaneous Charges for

Interest 1%

1%

services

9%
Licenses and fees
18 %

Operating grants
Franchise fees Taxes and contributions
1% 52 % 18 %

Business-Types Activities 2007 Revenues

Interest
8 %

Operating grants
and contributions
0%

Charges for
services
92 %

Governmental Activities 2007 Expenditures

General 200th
Government SWAT - Anniversary Sanitation
10 % e 2% Department
6 %

Governor's Walk

0%
Park & N\ Street Department
Recreation LN 8 %

Police

Code Administrative Fire Company e
Enforcement Department 0% e;;a; %en
6 % 28 %
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TOWN OF MILTON, DELAWARE
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED SEPTEMBER 30, 2007

Business-Type Activities 2007 Expenses

Sewer
Department Water
529, Department
48%

FINANCIAL ANALYSIS OF THE GOVERNMENTS FUNDS

Governmental funds — The focus of the Town of Milton’s governmental funds is to provide information on
near-term inflows, outflows, and balances of spendable resources. Such information is useful in assessing the
Town’s financing requirements. In particular, unreserved fund balance may serve as a useful measure of a
government’s net resources available for spending at the end of the fiscal year.

At the end of the current fiscal year, the Town of Milton’s governmental funds reported combined ending fund
balances of $ 3,595,084. Approximately 98 % of this total amount constitutes unreserved fund balance.

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 assets of the respective proprietary funds are Water $ 419,498 and Sewer $ 43,093. The funds
had net assets decrease in 2007 as follows: Water $ 293,237 and Sewer $ 4,653,156.

General Fund Budgetary Highlights — In the General Fund revenues exceeded budgetary expectations by
$ 408,781 while the departmental expenditures were greater than original budgeted expenditures by $ 482,113.

The following schedule presents a summary of General Fund revenues and transfers in for the fiscal year ended
September 30, 2007, and the amount and percentage of increase and decrease in relation to prior year revenues.



i
TOWN OF MILTON, DELAWARE
MANAGEMENT’S DISCUSSION AND ANALYSIS ]]
FOR THE YEAR ENDED SEPTEMBER 30, 2007
September 30, 2007 Percentage September 30, 2006 Percentage D
Revenues Totals of Total Totals of Total

Taxes and Assessments $ 1,284,437 23% $ 1,526,276 65% »
Licenses and Permits 448,368 8% 214,237 9% i
Intergovernmental Grants 252,531 4% 206,492 9% =
Fines and Forfeitures 39,349 1% 25,961 1% —
Other Revenue 322,240 6% 249,092 11% i

Transfers In 3,253,505 58% 115,542 5%
$ 5,600,430 $ 2,337,600 il

General Fund 2007 Revenues

Licenses and Permits
Taxes and 8%
Assessments
23 %

. o, Intergovernmental Grants
—— 4%

Transfers In
58%

Other Revenue Fines and Forfeitures
6 % 1%

i
i
I
:

Transfers in from the enterprise fund represent the largest revenue source, with $ 3,211,810 or 57 % of all
General Fund revenues.

The following schedule represents a summary of General Fund expenditures and transfers out for the fiscal year
ended September 30, 2007, and the percentage of increases and decreases in relation to prior year amounts:
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TOWN OF MILTON, DELAWARE
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED SEPTEMBER 30, 2007
September 30, 2007 Percentage September 30, 2006 Percentage
Expenditures Totals of Total Totals of Total
Sanitation Department $ 139,958 4% $ 123,162 8%
Street Department 218,866 6% 34,497 2%
Police Department 1,059,970 30% 680,749 44%
Fire Company 5,000 0% 6,750 0%
Administrative Department 1,221,233 35% 266,056 17%
Code Enforcement 218,068 6% 153,544 10%
Park & Recreation 218,312 6% 80,412 5%
Governor's Walk 8,850 0% - 0%
General Government 336,111 10% 212,492 14%
200th Anniversary 59,431 2% 500 0%
Transfers out 24,807 1% - 0%
$ 3,510,606 $ 1,558,162

Governor's Walk

General Fund 2007 Expenditures

General
Government

200th Anniversary

2%

Transfers out

1 %

Sanitation

0% 10 %
Department
4%
Park & Recreation
6 % %
Street Department
6 %

Code Enforcement

Police Department

Al i -E W B B Ee

£

i
—]

6 % Administrative Fire Company 30 %
Department 0%
35%

The Town had an increase in expenditures of $ 1,952,444 or 125 % from the prior year to the current year. The
major reason for the increase was due to the purchase of a new town hall and other capital items. The Town did
increase the General Fund expenditures budget by 112 %. The net result, expenditures compared to budget, is
an unfavorable variance of $ 482,113. The primary reason for this variance was capital expenditures and
engineering fees. The Town was able to maintain expenditures within current financial resources.

Proprietary Fund Budgetary Highlights — Revenues for the Proprietary Fund operations were below
budgetary estimates by $ 227,452 or 23 %, primarily due to the loss of Sewer revenue for one quarter.
Departmental expenditures were higher than the original budgeted expenditures by $ 217,573 or 25 %. The
reason for this was due to legal fees and depreciation being higher than anticipated.
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TOWN OF MILTON, DELAWARE

MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED SEPTEMBER 30, 2007

The following schedule presents a summary of Proprietary Fund revenues and transfers in for the fiscal year
ended September 30, 2007, and the amount and percentage of increases and decreases in relation to prior year

revenues:

September 30, 2007  Percentage September 30, 2006  Percentage

Revenues Totals of Total Totals of Total
Charges for services $ 744,787 60% $ 880,704 50%
Operating grants and contributions 7,761 1% 5,300 0%
Interest 100,093 8% 48,492 3%
EDU / Impact fees 384,800 31% 830,807 47%
Transfers in - 0% - 0%
$ 1,237,441 $ 1,765,303

Proprietary Fund 2007 Revenues

EDU / Impact
fees
31% Transfers in
0%
Charges for
Interest A
services
it 60%
Operating
grants and
contributions
1%

Service charges continue to represent the largest revenue source, with $ 744,787 or 60 %. The most significant
decrease in revenue were fees for EDU’s and impact fees.

The following schedule represents a summary of Proprietary Fund expenditures and transfers out for the fiscal
year ended September 30, 2007, and the percentage of increases and decreases in relation to prior year amounts:

September 30, 2007  Percentage ~ September 30, 2006 Percentage

Expenses Totals of Total Totals of Total
Water Department $ 417,993 10% $ 312,861 37%
Sewer Department 453,811 11% 415,818 49%
Transfers out 3,211,810 T9% 115,542 14%
$ 4,083,614 $ 844,221
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