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Management Discussion and Analysis

November 27, 2013
To the Honorable Mayor and City Council
To the Citizens of the City of Norton

On behalf of the City Administration for the City of Norton, we offer the readers of the City’s financial statements this narrative overview
and analysis of the City for the fiscal year ended June 30, 2013.

Financial Highlights
e The assets of the City exceeded its liabilities at the end of the fiscal year by $ 15,680,760 (net position).

e At June 30, 2013, the City reported combined ending fund balances of $ 1,889,864, a decrease of $ 511,757 in comparison with the
prior year. This decrease is the result of a budgeted drawdown of prior year reserves for school operations, the use of prior years
reserves for emergency capital needs, and a decline in revenue (other local taxes) for FY2013.

o Asof June 30, 2013, the General Fund had a total Fund Balance of § 1,681,581.

e  The total debt outstanding as of June 30, 2013 was $ 22,898,256, which includes the component units. As of June 30, 2013, the
City’s Legal Debt Margin was $ 6,526,807.

e  The Water/Sewer Proprietary Fund had an increase in Net Position for the year of $ 2,640,319. The completion of a number of
major sewer improvement projects and the improvements to the Upper Norton Reservoir during FY2013 that are being funded with
grant proceeds and bond issuances, is the reason behind the continued increase to the Net Position (formally called Net Assets) of
the Fund.

Overview of Financial Statements

This discussion and analysis is intended to serve as an introduction to the City’s basic financial statements. The City’s financial statements
are comprised of three components:

e  Government — wide financial statements
e  Fund financial statements
e  Notes to the financial statements

This report also includes other supplementary information in addition to the basic financial statements.

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

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

The statement of activities presents information showing how the City’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 of the related cash flows.
Thus, revenues and expenses are reported for some items that will only result in cash flows in future periods, such as uncollected taxes.

The Government-wide financial statements include not only the City of Norton (primary government), but also its component units: the
Norton City Schools and the Norton Industrial Development Authority (NIDA).

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. All of the funds of the City of Norton can be divided into three categories: governmental funds,
proprietary funds, and fiduciary funds.

Notes to the financial statements — The notes provide additional information that is essential to a full understanding of the data provided in
the financial statements.




Government—Wide Financial Analysis — Primary Government

Summary of Statement of Net Position — June 30, 2013

Governmental Business Type
Activities Activities Total

Current & other assets $ 4,289,863 $ 1,889,833 $ 6,179,696
Capital assets 5,701,328 17,461,742 23,163,070
Other noncurrent assets -0- -0- -0-

Total Assets 3 9,991,191 $ 19,351,575 $ 29,342,766
Current & other liabilities $ 1,656,774 $ 1,348,379 $ 3,005,153
Long-term liabilities 1,825,920 7,950,061 9,775,981

Total Liabilities 3 3,482,694 $ 9,298,440 $ 12,781,134
Deferred Inflows $ 830,304 $ 50,568 $ 880,872
Deferred Outflows -0- -0- -0-

Total Deferred $ 830,304 h 50,568 3 880,872
Net Position:
Invested in Capital assets $ 4,136,516 $ 9,362,217 $ 13,498,733
Restricted -0- 988,404 988,404
Unrestricted 1,541,677 (348.054) 1,193,623

Total Net Position  § 5,678,193 $ 10,002,567 $ 15,680,760

Net position serves as a useful indicator of a government’s financial position. The City’s combined net position total is
$ 15,680,760 excluding discretely presented component units. By far, the largest portion of this represents investments in capital
assets, such as land, buildings, machinery, and equipment. Capital assets net of related debt total $ 13,498,733. The City of
Norton uses these capital assets to provide services to citizens; and thus these assets are not available for future spending.
Although the City’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
liabilities.

Governmental Activities — Governmental activities increased the City’s net position by $ 2,140. Key elements of this decrease
are as follows:

Governmental Activities
Year Ended June 30,2013

Revenues:
Program Revenues:
Charges for Services $ 380,712
Operating Grants and Contributions 2,415,196
Capital Grants and Contributions 150,000
General Revenues:

Property Taxes 2,736,838
Other Local Taxes ' 4,818,063
Other 177,558
Total Revenues $10.678.367
Expenses:
General Government 1,542,855
Public Safety 2,423,860
Public Works 2,486,780
Health and Welfare 1,321,129
Education 1,692,638
Parks, Recreation, Culture 477,229
Community Development 562,432
Interest of Long Term Debt 169,304
Total Expenses $10.676,227
Increase (Decrease) in Net Position $ 2140

Included in the Total Expenses are non-cash items including depreciation. This means that under the full accrual method, net
position increased by $ 2,140.



Fund Financial Statements

Governmental Funds — The focus of the City’s governmental funds is to provide information on near term inflows, outflows,
and balances of spendable resources. This information is useful in assessing the City’s financing requirements. In particular,
unreserved fund balance may serve as a useful measure of the City’s net resources available for spending at the end of the
fiscal year. The City’s governmental funds include the General Fund and the Special Revenue Funds.

Governmental Fund Highlights:

The largest sources of revenue in the General Fund for the year are as follows:

2013 2012 2011 2010 2009
Local Sales and Use Tax $ 1,762,729 1,918,925 1,882,301 $1,887,804 $2,023,409
Real Property Tax $ 1,698,699 1,723,587 1,605,349 2,273,409 1,601,572
Restaurant Food Taxes $ 1,262,519 1,334,156 1,126,150 1,061,575 1,025,155
Business License Taxes $ 853,599 951,248 773,353 795,833 901,209
Street & Highway Maintenance $ 765,118 750,796 723,930 698,460 703,053
Personal Property Taxes $ 471,214 461,230 443,631 429,833 439,822

The City’s assessed value of real estate for the year was $ 245,426,183. The real estate tax rate is $ .80 per $ 100 of assessed
value. For the year, the percent of levy collected was 96.68%. This includes collections of prior year’s delinquencies in
addition to current year assessments, but is calculated as a percentage of the current year tax base.

The City’s business type activity is the Water/Sewer Proprietary Fund. During the year this fund had an increase in net position
of $ 2,640,319. This is due to the large amount of capital projects being performed in the Water/Sewer System. In addition,
cash and cash equivalents increased by § 840,490 to $ 988,704. This increase represents a restricted holding that will be used
to refinance a bond once the bond becomes callable (payable) during FY2014.

The City’s General Fund Final Budget to Actual comparison for the year was as follows:

Final Budget Actual Variance
Favorable
(Unfavorable.)
Total Revenues $ 10,968,758 $ 25,979,395 $ 15,010,637
Total Expenses 11,679,722 26,491,152 $ (14,811,430)
Excess of Revenues
Over Expenses $ ( S11,757)

Note: The large variance between Budget and Actual are comprised of Bond proceeds and Bond Expenses for refinancing of
the Norton City Schools Debt for which no Budget amendment was obtained.

Additional information may be obtained by contacting the City Manager, Mr. Fred L. Ramey, Jr. or the Director of Finance,
Mr. Jeff Shupe at the City of Norton offices 276-679-1160.
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INDEPENDENT AUDITOR’S REPORT

The Honorable Members of the City Council
City of Norton
Norton, Virginia 24273

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the business-type activities, the aggregate discretely
presented component units, each major fund, and the aggregate remaining fund information of the City of Norton, Virginia, as of and for
the year ended June 30, 2013, and the related notes to the financial statements, which collectively comprise the City’s basic financial
statements as listed in the Table of Contents.

Management’s Responsibility for 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 relevant
to the preparation and fair presentation of financial statements that are free from material misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our audit in accordance with
auditing standards generally accepted in the United States of America and the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States; and the Specifications for Audits of Counties,
Cities and Towns issued by the Auditor of Public Accounts of the Commonwealth of Virginia. 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 involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial statements. The
procedures selected depend on the auditor’s judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor considers intenal control relevant 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 effectiveness of the entity’s internal control. Accordingly, we express no such
opinion. An audit also includes evaluating the appropriateness of accounting policies used and the reasonableness of significant accounting
estimates made by management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinions.
Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective financial position of the
governmental activities, the business-type activities, the aggregate discretely presented component units, each major fund, and the
aggregate remaining fund information of the City of Norton, Virginia as of June 30, 2013, and the respective changes in financial position
and cash flows, where applicable, thereof for the year then ended in accordance with accounting principles generally accepted in the United
States of America.

Emphasis of Matter
As described in Note 21 to the financial statements, in fiscal year 2013, the City adopted new accounting guidance, GASB Statement No.

63, Financial Reporting of Deferred Outflows of Resources, Deferred Inflows of Resources, and Net Position and GASB Statement No. 65,
Items Previously Reports as Assets and Liabilities. Our opinion is not modified with respect to this matter.
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(Independent Auditor’s Report)

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s discussion and analysis and
budgetary comparison information on pages 5 through 7 and 57 through 62 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 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 inquires, 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 any assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise the City’s basic
financial statements. The statistical section and compliance section information are presented for purposes of additional analysis and are
not a required part of the basic financial statements. The schedule of expenditures of federal awards is presented for purposes of additional
analysis as required by U.S. Office of Management and Budget Circular A-133, Audits of States, Local Governments, and Non-Profit
Organizations, and is also not a required part of the basic financial statements.

The schedule of expenditures of federal awards 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 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 State of America. In our opinion, the schedule of expenditures of federal awards is fairly stated, in all material respects, in relation
to the basic financial statements as a whole.

The statistical section and compliance sections have 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 them.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated November 27, 2013 on our consideration of the
City of Norton's internal control over financial reporting and on our test of its compliance with certain provisions of laws, regulations,
contracts and grant agreements and other matters. The purpose of that report is to describe the scope of our testing on internal control over
financial reporting and compliance and the results of that testing, and not to provide an opinion on the internal control over financial
reporting or on compliance. That report is an integral part of an audit performed in accordance with Government Auditing Standards in
considering the City’s internal control over financial reporting and compliance.
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THROWER, BLANTON & ASSOCIATES, P.C.”
Certified Public Accountants

Norton, Virginia
November 27,2013
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INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON
COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

The Honorable Members of the City Council
City of Norton
Norton, Virginia 24273

We have audited, in accordance with the auditing standards generally accepted in the United States of America, and the
standards applicable to financial audits contained in Government Auditing Standards, 1ssued by the Comptroller General of the
United States, and the Specifications for Audits of Counties, Cities, and Towns, issued by the Auditor of Public Accounts of the
Commonwealth of Virginia, the financial statements of the governmental activities, the business-type activities, the aggregate
discretely presented component units, each major fund, and the aggregate remaining fund information of the City of Norton,
Virginia, as of and for the year ended June 30, 2013, and the related notes to the financial statements, which collectively
comprise the City of Norton, Virginia’s basic financial statements, and have issued our report thereon dated November 27, 2013.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements for the year ended June 30, 2013, we considered the City's
internal control over financial reporting (internal control) to determine the audit procedures that are appropriate in the
circumstances for the purpose of expressing our opinions on the City's financial statements, but not for the purpose of expressing
an opinion on the effectiveness of the City’s internal control. Accordingly, we do not express an opinion on the effectiveness of
the City’s internal control.

A deficiency in internal control exists when the design or operation of a control does not allow management or employees, in the
normal course of performing their assigned functions, to prevent or detect and correct misstatements on a timely basis. A
material weakness is a deficiency, or 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 prevented, or detected and corrected on a timely basis.
A significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less severe than a material
weakness, yet important enough to merit attention by those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this section and was not
designed to identify all deficiencies in the internal control that might be material deficiencies or, significant deficiencies. 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.

Compliance and Other Matters

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

10
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(Independent Auditor’s Report on Internal Control Over Financial Reporting

and on Compliance and Other Matters Based on an Audit of Financial Statements
Performed in Accordance with Government Auditing Standards)

We noted certain matters that we reported to management of the City of Norton, Virginia in a separate letter dated November 27,
2013.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance and the results of that
testing, and not to provide and opinion on the effectiveness of the entity’s internal control or on compliance. This report is an
integral part of an audit in accordance with Government Auditing Standards in considering the entity’s internal control and
compliance. Accordingly, this communication is not suitable for any other purpose.

THROWER BLANTON &
Certified Public Accountants

'SSOCIATES P.C.

Norton, Virginia
November 27,2013
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INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE FOR EACH
MAJOR PROGRAM AND ON INTERNAL CONTROL OVER COMPLIANCE
REQUIRED BY OMB CIRCULAR A-133

The Honorable Members of the City Council
City of Norton
Norton, Virginia 24273

Report on Compliance for Each Major Federal Program

We have audited the City of Norton, Virginia’s compliance with the types of compliance requirements described in the U. §.
Office of Management and Budget (OMB) Circular A-133 Compliance Supplement that could have a direct and material
effect on each of the City’s major federal programs for the year ended June 30, 2013. The City's major federal programs are
identified in the summary of Federal Awards section of the accompanying supplemental schedules.

Management’s Responsibility

Management is responsible for compliance with the requirements of laws, regulations, contracts and grants applicable to its
major federal programs,

Auditor’s Responsibility

Our responsibility is to express an opinion on the compliance for each of the City's major federal programs based on our audit
of the types of compliance requirements referred to above. We conducted our audit of compliance in accordance with
auditing standards generally accepted in the United States of America; the standards applicable to financial audits contained
in Government Auditing Standards, issued by the Comptroller General of the United States; and OMB Circular A-133, Audits
of States, Local Governments, and Non-Profit Organizations. Those standards and OMB Circular A-133 require that we plan
and perform the audit to obtain reasonable assurance about whether noncompliance with the types of compliance
requirements referred to above that could have a direct and material effect on a major federal program occurred. An audit
includes examining, on a test basis, evidence about the City's compliance with those requirements and performing such other
procedures as we considered necessary in the circumstances.

We believe that our audit provides a reasonable basis for our opinion on comphlance for each major federal program.
However, our audit does not provide a legal determination on the City of Norton, Virginia's compliance.

Opinion on Each Major Federal Program

In our opinion, the City complied, in all material respects, with the types of compliance requirements referred to above that
could have a direct and material effect on each of its major federal programs for the year ended June 30, 2013.

Report on Internal Control Over Compliance

Management of the City of Norton is responsible for establishing and maintaining effective internal control over compliance
with the types of compliance requirements referred to above. In planning and performing our audit of compliance, we
considered the City's internal control over compliance with the types of requirements that could have a direct and material
effect on a major federal program to determine the auditing procedures that are appropriate in the circumstances for the
purpose of expressing an opinion on compliance for each major federal program and to test and report on internal control
over compliance in accordance with OMB Circular A-133, but not for the purpose of expressing an opinion on the
effectiveness of internal control over compliance. Accordingly, we do not express an opinion on the effectiveness of the City
of Norton, Virginia’s internal control over compliance.

12
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(Independent Auditor's report on Compliance for

Each Major Program and on Internal Control Over Compliance
Require by OMB Circular A-133)

A deficiency in internal control over compliance exists when the design or operation of a control over compliance does not
allow management or employees, in the normal course of performing their assigned functions, to prevent or detect and
correct, noncompliance with a type of compliance requirement of a federal program on a timely basis. A material weakness
in internal control over compliance is a deficiency, or combination of deficiencies, in internal control over compliance, such
that there is a reasonable possibility that material noncompliance with a type of compliance requirement of a federal program
will not be prevented, or detected and corrected, on a timely basis. A significant deficiency in internal control over
compliance is a deficiency, or a combination of deficiencies, in internal control over compliance with a type of compliance
requirement of a federal program that is less severe than a material weakness in internal control over compliance, yet
important enough to merit attention by those charged with governance.

Our consideration of internal control over compliance was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in internal control over compliance that might be material
weaknesses or significant deficiencies. We did not identify any deficiencies in internal control over compliance that we
consider to be material weaknesses. However, material weaknesses may exist that have not been identified.

The purpose of this report on internal control over compliance is solely to describe the scope of our testing of internal control
over compliance and the results of that testing based on the requirements of OMB A-133. Accordingly, this report is not
suitable for any other purpose.

] /ﬂl
THROWER, BLANTON & ASSOCIATES, P.C
Certified Public Accountants

Norton, Virginia
November 27, 2013
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REPORT ON COMPLIANCE WITH COMMONWEALTH
OF VIRGINIA LAWS, REGULATIONS, CONTRACTS AND GRANTS

The Honorable Members of the City Council
City of Norton
Norton, Virginia 24273

We have audited the general purpose financial statements of the City of Norton, Virginia (the "City") as of and for the year
ended June 30, 2013, and have issued our report thereon dated November 27, 2013.

We conducted our audit in accordance with auditing standards generally accepted in the United States of America; the
standards applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General of
the United States; and Specifications for Audits of Counties, Cities and Towns, issued by the Auditor of Public Accounts of
the Commonwealth of Virginia. Those standards and specifications require that we plan and perform the audit to obtain
reasonable assurance about whether the general purpose financial statements are free of material misstatement.

Compliance with Commonwealth of Virginia laws, regulations, contracts and grants applicable to the City is the
responsibility of management of the City. As part of obtaining reasonable assurance about whether the general purpose
financial statements are free of material misstatement, we performed tests of the City's compliance with certain provisions of
the Commonwealth of Virginia's laws, regulations, contracts and grants. However, our objective was not to provide an
opinion on overall compliance with such provisions. Accordingly, we do not express such an opinion. Following is a
summary of the Commonwealth of Virginia's laws, regulations, contracts and grants (as specified in Specifications for Audits
of Counties, Cities and Towns, Chapter Three) for which we performed tests of compliance.

Code of Virginia

* Budget and Appropriation Laws * Debt Provisions

* Cash and Investment Laws * Procurement Laws

* Conflicts of Interest * Uniform Disposition of Unclaimed
* Local Retirement Systems Property Act

* .

Personal Property Tax Relief Act
State Agency Requirements

* Education
* Highway Maintenance Funds
* Social Services

The City did not comply in totality with the provisions of the Conflicts of Interests Act per Title 2.2 of the Code of Virginia.
Specifically not all local officials had filed the required annual statement of economic interest with the clerk timely; however,
all required filings had been received by the release of the audit report.

The City did not comply with certain Social Services requirements. The local agency did not complete the required
Acceptable Use Awareness Acknowledgement Forms under the compliance requirements of the Information Security Policy
provisions by the November 30, 2012 deadline.
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The Honorable Members of the City Council

City of Norton

Norton, Virginia 24273

(Report on Compliance with Commonwealth of
Virginia Laws, Regulations, Contracts and Grants)

Page 2

The results of our tests disclosed no instances of non-compliance with the provisions referred to in the preceding paragraph,
other than the exception noted above. With respect to items not tested, nothing came to our attention that caused us to believe
that the City had not complied, in all material respects, with those provisions.

This report is intended solely for the information and use of the City Council, management, the Auditor of Public Accounts
and applicable state agencies, and is not intended to be, and should not be used by anyone other than these specified parties.

THROWER, B TON & ASSOCMTES, .C.
Certified Public Accountants

November 27, 2013



CITY OF NORTON
STATEMENT OF NET POSITION
JUNE 30, 2013

Primary Government

Governmental Business-Type
Activities Activities Total Component Units
ASSETS
Cash and cash equivalents $ 1,863,770 300 § 1,864,070 $ 2,937,495
Restricted cash 354,494 988,404 1,342,898 1,542,403
Investments 20,491 - 20,491 -
Receivable, net 1,289,397 348,888 1,638,285 109,742
Note receivable 29,271 - 29,271 -
Prepaid expense - - - 24,111
Due from other governmental units 343,653 539,343 882,996 274,436
Due from other funds 388,787 12,898 401,685 41,585
Due from primary government - - - 653,071
Capital assets, non-depreciable 897,280 1,430,697 2,327,977 1,765,690
Capital assets, depreciable, net 4,804,048 16,031,045 20,835,093 12,891,934
Total Assets $ 9,991,191 § 19,351,575 $ 29,342,766 $§ 20,240,467
LIABILITIES
Accounts payable and accrued liabilities 350,301 607,981 958,282 240,857
Accrued payroll and related liabilities 135,833 24,124 159,957 627,670
Accrued interest payable 27,188 44,697 71,885 224,014
Customer security deposits - 112,628 112,628 -
Due to other governmental units 231,230 - 231,230 -
Due to other funds 12,897 388,786 401,683 41,586
Due to component units 653,071 - 653,071 -
Compensated absences
Due within one year 125,223 14,489 139,712 20,591
Due in more than one year 53,667 6,210 59,877 42,314
Long-term liabilities
Due within one year 121,031 155,674 276,705 558,978
Due in more than one year 1,772,253 7,943,851 9,716,104 12,346,469
Total Liabilities 3,482,694 9,298,440 12,781,134 14,102,479
DEFERRED INFLOWS OF RESOURCES
Deferred property taxes 830,304 - 830,304 -
Deferred bond revenue - 50,568 50,568 7,244
Total Deferred Inflows of Resources 830,304 50,568 880,872 7,244
NET POSITION
Net investment in capital assets 4,136,516 9,362,217 13,498,733 2,319,522
Restricted - 988,404 988,404 1,542,403
Unrestricted 1,541,677 (348,054) 1,193,623 2,268,819
Total Net Position 5,678,193 10,002,567 15,680,760 6,130,744
Total Liabilities, Deferred Inflows of Resources,
and Net Position $ 9,991,191 $ 19,351,575 § 29,342,766 $ 20,240,467

The notes to financial statements are an integral part of this statement.

EXHIBIT 1
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EXHIBIT 3

CITY OF NORTON
BALANCE SHEET
GOVERNMENTAL FUND
JUNE 30,2013
Special
General Revenue Total
ASSETS
Cash and cash equivalents $ 1,863,770 § - $ 1,863,770
Restricted Cash 15,091 339,403 354,494
Investments 20,491 - 20,491
Taxes receivable 1,061,006 - 1,061,006
Accounts receivable 228,391 - 228,391
Notes receivable - 29,271 29,271
Due from other funds 567,700 - 567,700
Due from primary government - - -
Due from other governmental units 242,014 101,639 343,653
Total Assets $ 3998463 § 470313 § 4468776
LIABILITIES
Accounts payable and accrued liabilities $ 287,141 § 63,160 $§ 350,301
Accrued payrol! and related liabilities 113,457 22,376 135,833
Due to other funds 7,052 176,494 183,546
Due to component units 661,335 - 661,335
Due to other governmental units 231,230 - 231,230
Total Liabilities 1,300,215 262,030 1,562,245
DEFERRED INFLOWS OF RESOURCES
Deferred property taxes 1,016,667 - 1,016,667
Total Deferred Inflows of Resources 1,016,667 - 1,016,667
FUND BALANCES
Nonspendable - - -
Restricted - - -
Committed - 333,190 333,190
Assigned 431,267 - 431,267
Unassigned 1,250,314 (124,907 1,125,407
Total Fund Balances 1,681,581 208,283 1,889,864

Total Liabilities, Deferred Inflows of Resources, and Fund Balances $ 3,998,463 $§ 470313 § 4468776

Total Fund Balances $ 1,889,864

Amounts reported for governmental activities in the statement of
net assets are different because:

Capital assets used in governmental activities are not current
financial resources and therefore are not reported in the

governmental funds, net of accumulated depreciation 5,701,328

Other long-term assets are not available to pay for current-period
expenditures and therefore are not reported in the governmental funds -

Other liabilities are not required to be paid out of current financial
resources and therefore are not reported in the governmental funds (19,715)

Long-term liabilities are not due and payable in the current

period and therefore are not reported in the governmental funds. (1,893,284)
Net Position of Governmental Activities $ 5,678,193

The notes to financial statements are an integral part of this statement. 18



CITY OF NORTON
STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCES
GOVERNMENTAL FUNDS
Year Ended June 30, 2013

Total
Special Governmental
General Revenue Funds
REVENUES:
General property taxes $ 2,550,475 $ - $ 2,550,475
Other local taxes 4,699,374 - 4,699,374
Permits, privilege fees and regulatory licenses 4,532 - 4,532
Fines and forfeitures 37,115 - 37,115
Revenue from use of money & property 23,641 1,555 25,196
Charges for services 365,271 15,441 380,712
Miscellaneous 250,406 - 250,406
Recovered costs 17,277 - 17,277
Intergovernmental 1,602,016 890,222 2,492,238
Total Revenues 9,550,107 907,218 10,457,325
EXPENDITURES:
Current:
General government administration 1,180,843 - 1,180,843
Judicial administration 353,367 - 353,367
Public safety 2,305,326 2,705 2,308,031
Public works 2,294,322 - 2,294,322
Health and welfare 111,630 1,190,647 1,302,277
Education and transfer to school 2,169,025 - 2,169,025
Parks, recreation and cultural 455,638 - 455,638
Community development 554,868 - 554,868
Debt service:
Principal retirement 15,284,397 - 15,284,397
Interest 316,659 - 316,659
Total Expenditures 25,026,075 1,193,352 26,219,427
Excess (Deficiency) of Revenues
Over Expenditures (15,475,968) (286,134)  (15,762,102)
OTHER FINANCING SOURCES (USES):
Sale of surplus 18,296 - 18,296
Sale of real property - - -
Loan proceeds 7,588,375 - 7,588,375
Transfers from School Board 7,627,291 - 7,627,291
Insurance recoveries 16,383 - 16,383
Operating transfers in - 271,725 271,725
Operating transfers out (271,725) - (271,725)
Total Other Financing Sources (Uses) 14,978,620 271,725 15,250,345
EXCESS (DEFICIENCY) OF REVENUES AND OTHER SOURCES
OVER EXPENDITURES AND OTHER USES (497,348) (14,409) (511,757)
FUND BALANCE AT BEGINNING OF YEAR 2,178,929 222,692 2,401,621
FUND BALANCE AT END OF YEAR $ 1,681,581 $§ 208283 $ 1,889,864

The notes to financial statements are an integral part of this statement.

EXHIBIT 4



EXHIBIT 4

Page 2
CITY OF NORTON

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCES
GOVERNMENTAL FUNDS
Year Ended June 30, 2013

Net Change in Fund Balance Governmental Fund: $ (511,757)
Amounts reported for governmental activities in the statement of
activities are different because:

Governmental funds report capital outlays as expenditures. However,
in the statement of activities, the cost of those assets is allocated over
their estimated useful lives as depreciation expense. This is the
amount by which depreciation exceeded capital outlay in the
current period. (7,433,419)

Revenues in the statement of activities that do not provide current
financial resources are not reported as revenues in the funds. (7,402,012)

Repayment of bond principal is an expenditure in governmental funds
but the payment reduces long-term liabilities in the statement of net
assets. This is the amount of net principal payments. 15,284,397

Some expenses reported in the statement of activities, such as
compensated absences and accrued interest, do not require the use
of current financial resources and therefore are not required as
expenditures in governmental funds. 64,931

Change in Net Position of Governmental Activities $ 2,140

The notes to financial statements are an integral part of this statement. 20



ASSETS
Cash and cash equivalents

Restricted cash
Receivable, net
Due from other funds

Due from other government units

Land

Construction in progress

Capital assets, net

Total Assets

LIABILITIES

Accounts payable

Accrued payroll and related liabilities
Accrued interest payable

Customer security deposits

Due to other governmental units

Due to other funds

Compensated absences

Long-term liabilities
Due within one year

Due in more than one year

Total Liabilities

DEFERRED INFLOWS OF RESOURCES
Deferred gain on bond refinancing

Total Deferred Inflows of Resources

NET POSITION
Net investment in capital assets

Restricted
Unrestricted (deficit)

Total Net Position

Total Liabilities, Deferred Inflows of Resources, and Net Position

CITY OF NORTON

STATEMENT OF NET POSITION
PROPRIETARY FUNDS

JUNE 30, 2013

Business-Type Activities
Proprietary Funds

Water &

Sewer

Operation

$ 300
988,404
348,888

12,898
539,343
588,600
842,097

16,031,045

$ 19,351,575
607,981
24,124
44,697
112,628

388,786
20,699

155,674
7,943,851

9,298,440

50,568

50,568

9,362,217
988,404
(348,054)

10,002,567

5 19351575

The notes to financial statements are an integral part of this statement.

EXHIBIT 5
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CITY OF NORTON

COMBINED STATEMENT OF REVENUES, EXPENSES AND CHANGES IN FUND NET POSITION

OPERATING REVENUES:
Charges For Services:
Water:
Local
Non-local
Total Water
Sewer:
Local
Non-local

Total Sewer

Total Charges for Services

Miscellaneous:
Installations and tap fees
Penalties
Other
Total Miscellaneous

Total Operating Revenues

OPERATING EXPENSES:

Personal services

Fringe benefits

Contractual services

Other charges

Rent

Depreciation

Purchase of water
Total Operating Expenses
Operating Income (Loss)

PROPRIETARY FUNDS
Year Ended June 30, 2013

NON-OPERATING REVENUES (EXPENSES):

Grant income

Contribution from C-N-W
Contribution from Wise County
Interconnect expense

Interest expense

Total Non-Operating Revenues (Expenses)

CHANGE IN NET POSTION
PRIOR PERIOD ADJUSTMENT

NET POSITION - JULY 1, 2012

NET POSITION - JUNE 30, 2013

PROPRIETARY
FUNDS

Water & Sewer

Operation

$ 745,450
229,988

975,438

965,157
256,593

1,221,750

2,197,188

14,155
52,500
1,601
68,256
2,265,444

514,078
213,354
787,574
394,568

6,000
351,926
167,072

2,434,572
(169,128)

2,403,770
491,411
115,593

(20,971)

(180,356)

2,809,447

2,640,319
(5,475)
7,367,723

$ 10,002,567

The notes to financial statements are an integral of this statement.



CITY OF NORTON

STATEMENT OF CASH FLOWS -

ALL PROPRIETARY FUNDS
Year Ended June 30, 2013

EXHIBIT 7

PROPRIETARY COMPONENT
FUNDS UNIT
Water & Sewer Norton Industrial
Operation Development Authority
CASH FLOWS 