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INDEPENDENT AUDITOR’S REPORT

To the Town Council
Town of Marion, Virginia

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 Town of Marion, Virginia, as of and for the year ended June 30, 2020, and the related
notes to the financial statements, which collectively comprise the Town of Marion, Virginia’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 opinions 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 financial statements are free from 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 internal 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 Town of Marion, Virginia,
as of June 30, 2020, and the respective changes in financial position, and, where applicable, cash flows thereof
for the year then ended in accordance with accounting principles generally accepted in the United States of
America.



Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis, budgetary comparison information, and pension and OPEB information on pages 4-13,
74, and 75-76 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 any assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise
the Town of Marion, Virginia’s basic financial statements. The introductory section, combining and individual
nonmajor fund financial statements, and statistical section, are presented for purposes of additional analysis and
are not a required part of the basic financial statements.

The combining and individual nonmajor fund financial statements are the responsibility of management and were
derived from and relate 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 States of America. In our opinion, the combining and individual nonmajor fund
financial statements are fairly stated in all material respects in relation to the basic financial statements as a whole.

The introductory and statistical 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 December 11, 2020,
on our consideration of the Town of Marion, Virginia’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.
The purpose of that report is solely to describe the scope of our testing of internal control over financial reporting
and compliance and the results of that testing, and not to provide an opinion on the effectiveness of the Town of
Marion, Virginia’s 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 Town of Marion, Virginia’s
internal control over financial reporting and compliance.

Lebanon, Virginia
December 11, 2020



MANAGEMENT'S DISCUSSION
AND ANALYSIS



TOWN OF MARION, VIRGINIA

MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JUNE 30, 2020

Our discussion and analysis of the Town of Marion’s financial performance provides an overview of the Town’s
financial activities for the fiscal year ended June 30, 2020. Please read it in conjunction with the transmittal letter
and the Town’s financial statements.

Financial Highlights

The general fund is the chief operating fund of the Town. At the end of the 2019 fiscal year, the unassigned fund
balance of the general fund was $311,111 and there were nonspendable prepaid expenses of $72,458. For the
current fiscal year, 2020, the unassigned fund balance of the general fund was $(180,992) and there were
nonspendable prepaid expenses of $143,991.

The total net position of the Town of Marion’s governmental activities was $3,276,976 as of June 30, 2019. The
total net position for 2020 is $2,368,170.

The total net position of the business-type activities was $8,678,485 as of June 30, 2019. The total net position for
2020 is $9,644,835. The water, sewer, CIRP, and swimming pool funds reported operating revenues of $3,955,220,
an increase of $356,021 compared to 2019 operating revenues.

Overview of the Basic Financial Statements

Management’s discussion and analysis is intended to serve as an introduction to the Town of Marion’s basic
financial statements. The basic financial statements consist of 1) Government-wide Financial Statements; 2) Fund
Financial Statements; and 3) Notes to the Financial Statements.

The government-wide financial statements include the Statement of Net Position and the Statement of Activities.
The Statement of Net Position and the Statement of Activities provide information about the activities of the Town
as a whole and present a longer-term view of the Town’s finances. Fund financial statements present the
information for governmental activities. These statements tell how these services were financed in the short term
as well as what remains for future spending. Fund financial statements also report the Town’s operations in more
detail than the government-wide statements by providing information about the Town’s most significant funds. The
remaining statements provide financial information about activities for which the Town acts solely as a trustee or
agent for the benefit of those outside of the government.

Historically, the primary focus of local government financial statements has been summarized fund-type information
on a current financial basis. The basic financial statements are presented under this approach and use the
modified accrual basis. This year the report also includes the Statement of Net Position and the Statement of
Activities, which use the full accrual basis.

This report contains a Comparative Analysis of Financial Statements. The Town implemented GASB Statement 34
for the fiscal year June 30, 2005 and is therefore required to complete a comparative analysis.



TOWN OF MARION, VIRGINIA

MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JUNE 30, 2020

Government-wide Financial Statements

The Statement of Net Position and the Statement of Activities report information about the Town as a whole and
about the Town’s activities. These statements include all assets and liabilities using the accrual basis of
accounting, which is similar to the accounting used by most private-sector companies. All the current year's
revenues and expenses are accounted for regardless of when cash is received or paid.

These two statements report the Town’s net position and current-year changes in net position. The Town’s net
position—the difference between assets and liabilities—is one way to measure the Town’s financial health, or
financial position. Over time, increases or decreases in the Town’s net position are an indicator of whether the
Town'’s financial health is improving or declining. Other indicators are non-financial, such as changes in the Town’s
property tax base and the condition of the Town’s roads. Together financial and non-financial indicators reflect the
overall health of the Town.

In the Statement of Net Position and the Statement of Activities, the Town is divided into two kinds of activities: 1)
Governmental Activities and 2) Business-type Activities.

The governmental financial statements provide both long-term and short-term information, including the General
Fund and Other Governmental Funds. The services reported as governmental activities include general
government; public safety; public works; parks, recreation, and cultural; and community development. These
activities are financed by property taxes and other local taxes, state and federal funding, and transfers from the
Water and Sewer Fund.

The business-type financial statements represent the Water, Sewer and Swimming Pool Funds. These funds
charge customers for services. Transfers are made from the Water & Sewer Fund to balance any shortfalls in the
General Fund or Swimming Pool Fund.

Fund Financial Statements

The fund financial statements provide detailed information about the most significant funds—not the Town as a
whole. Some funds are required to be established, by State law or by bond covenants. However, the Town Council
establishes many other funds to help it control and manage money for particular purposes or to show that it is
meeting legal responsibilities for using certain taxes, grants, and other moneys. The Town’s three kinds of funds
are governmental, proprietary, and fiduciary.

Governmental funds—Most of the Town’s basic services are reported in governmental funds, which focus on how
money flows into and out of those funds and the balances left at year-end that are available for spending. These
funds are reported using an accounting method called modified accrual accounting, which measures cash and all
other financial assets that can readily be converted to cash. The governmental fund statements provide a detailed
short-term view of the Town’s general government operations and the basic services it provides. Governmental
fund information helps determine whether there are more or fewer financial resources that can be spent in the near
future to finance the Town’s programs. Exhibits 4 and 6 reconcile the differences between governmental funds
reported on the modified accrual basis and the Statement of Net Position and Statement of Activities.



TOWN OF MARION, VIRGINIA

MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JUNE 30, 2020

Fund Financial Statements (continued)

Proprietary funds—When the Town charges customers for the services it provides, these services are generally
reported in proprietary funds. Proprietary funds are reported in the same way that all activities are reported in the
Statement of Net Position and the Statement of Activities. In fact, the Town’s enterprise funds are the same as the
business-type activities reported in the government-wide statements but provide more detail and additional
information, such as cash flows, for proprietary funds.

Fiduciary funds—This fund accounts for assets held by the Town in a purely custodial capacity. The reporting entity
includes one fiduciary fund, which is the Perpetual Care Fund. All of the Town’s fiduciary activities are reported in
separate Statements of Fiduciary Net Position and Changes in Fiduciary Net Position.

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 immediately
following the Fund Financial Statements.

Government-wide Financial Analysis — Governmental Activities

Net position may serve over time as a useful indicator of government’s financial position. In the case of the Town of
Marion, assets exceeded liabilities by $3,276,976 as of June 30, 2019. As of June 30, 2020, assets exceeded
liabilities by $2,368,170.

The largest portion of the Town’s net position reflects its $7,556,411 net investment in capital assets. Net
investment in capital assets includes assets such as land, buildings, equipment, improvements, infrastructure, and
construction in progress, less any outstanding debt used to acquire those assets. The Town uses these capital
assets to provide service to citizens; consequently, these assets are not available for future spending. Although the
Town’s net 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.

An additional portion of the Town’s net position is $240,582 in resources that are subject to external restriction on
how they may be used. The remaining balance of unreserved net position is $(5,428,823).

General revenues and transfers were $4,788,619 for governmental activities. General revenues include property
taxes, other local taxes, interest income, miscellaneous income, and transfers from other funds. Program revenues
were $3,944,406 for governmental activities. The source of the program revenues are charges for services,
operating grants and contributions, and capital grants and contributions. Total expenses for governmental activities
were $9,641,831, which included expenses for general government, public safety, public works, culture and
recreation, community development, and interest expense. Governmental activities exhibited a change in net
position of $(908,806).



TOWN OF MARION, VIRGINIA

MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JUNE 30, 2020

Government-wide Financial Analysis — Business-type Activities

Business-type activities include the water, sewer, and swimming pool funds.

The total net position for business-type activities was $9,644,835 which includes net investment in capital assets of
$9,111,023, restricted for debt service and bond covenants of $244,258, and unreserved net position of $289,554.

Program revenues for business-type activities for the Town were $3,955,220 for charges for services and $268,274

for capital grants and contributions.

Program revenues include charges for water and sewer usage, tap and

connection fees, pool fees, and grants. The expenses incurred to provide these services were $2,329,808.
General revenues and transfers include interest income of $139 and transfers to other funds of $(927,475).
Business-type activities exhibited a change in net position of $966,350.

Table 1 compares the net assets of the Town’s governmental and business-type activities at June 30, 2019 and

2020.
Table 1. Comparative Statement of Net Position
Governmental Business-type Total Primary
Activities Activities Government
2019 2020 2019 2020 2019 2020
Assets:
Current Assets $§ 2708768 $ 2276280 § 2001249 § 2244240 § 4710017 § 4,520,520
Capital Assets 10,904,853 10,738,717 14,853,358 15,587,735 25,758,211 26,326,452
Total Assets 13,613,621 13,014,997 16,854,607 17,831,975 30,468,228 30,846,972
Deferred Outlflows of Resources 348,480 814,492 97,218 210,665 445,698 1,025,157
Liabilities:
Current Liabilities 1,014,984 874,447 299,760 349,847 1,314,744 1,224,294
Long-term Liabilities 8,226,487 8,724,074 7,875,524 7,878,688 16,102,011 16,602,762
Total Liabilities 9,241,471 9,598,521 8,175,284 8,228,535 17,416,755 17,827,056
Deferred Inflows of Resources 1,443,654 1,862,798 98,056 169,270 1,541,710 2,032,068
Net Position:
Net Investment in Capital Assets 7,791,284 7,556,411 8,388,122 9,111,023 16,179,406 16,667,434
Restricted 240,582 240,582 214,746 244,258 455,328 484,840
Unrestricted (4,754,890) (5,428,823) 75,617 289,554 (4,679,273) (5,139,269)
Total Net Position $ 3216976 § 2368170 § 8678485 § 9,644,835 § 11,955461 § 12,013,005




TOWN OF MARION, VIRGINIA

MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JUNE 30, 2020

Government-wide Financial Analysis (continued)

Table 2 compares the revenues and expenses for the Town’s governmental activities and business-type activities
as of the years ended June 30, 2019 and 2020.

Table 2. Comparative Statement of Activities

Revenues:
Charges for Services
Operating Grants/Contributions
Capital Grants/Contributions

Program Revenues

Taxes

Interest Income

Miscellaneous

Fines, forfeitures, permits
Recovered costs

Grants not restricted to program
(Gain (loss) on disposal of assets

General Revenues
Total Revenues

Expenses:
General Government
Public Safety
Public Works
Parks, Recreation, and Cultural
Community Development
Interest expense
Swimming pool
Water and Sewer

Total Expenses

Transfers
Change in Net Position
Beginning Net Position

Ending Net Position

Governmental Business-type Total Primary
Activities Activities Government
2019 2020 2019 2020 2019 2020
$ 1435307 § 1218634 § 3599199 § 3955220 § 5034506 $§ 5,173,854
2,231,719 2,725,772 - - 2,231,719 2,725,772
- - 163,975 268,274 163,975 268,274
3,667,026 3,944,406 3,763,174 4,223,494 7,430,200 8,167,900
3,596,056 3,617,653 - - 3,596,056 3,617,653
13,368 11,573 135 139 13,503 11,712
55,684 32,370 55,684 32,370
28,011 18,458 28,011 18,458
84,495 89,488 84,495 89,488
74,136 89,320 74,136 89,320
175,361 2,282
4,027,111 3,861,144 135 139 3,851,885 3,859,001
7,694,137 7,805,550 3,763,309 4,223,633 11,282,085 12,026,901
1,613,462 1,678,914 1,613,462 1,678,914
2,417,178 2,616,381 2417178 2,616,381
2,808,194 3,329,208 2,808,194 3,329,208
933,385 862,124 933,385 862,124
805,158 1,049,916 805,158 1,049,916
114,692 105,288 - - 114,692 105,288
- - 38,756 35,220 38,756 35,220
1,960,102 2,294,588 1,960,102 2,294,588
8,692,069 9,641,831 1,998,858 2,329,808 10,690,927 11,971,639
1,861,905 927,475 (1,861,905) (927 ,475)
863,973 (908,806) (97,454) 966,350 766,519 57,544
2,413,003 3,276,976 8,775,939 8,678,485 11,188,942 11,955,461
$ 3276976 § 2368170 § 8678485 § 9644835 § 11955461 § 12,013,005




TOWN OF MARION, VIRGINIA

MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JUNE 30, 2020

Financial Analysis of the Town’s Funds — Governmental Funds

The focus of the Town of Marion’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 requirement.
Particularly unreserved or unassigned fund balances, which 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 Marion’s governmental funds reported a combined ending fund
balance of $196,155. Fund balance includes $157,702 nonspendable for prepaid expenses and inventory,
$244,393 restricted for specific purposes, $140,083 assigned to golf course and $(346,023) unassigned.

Total revenues were $7,934,967 for governmental funds. The governmental funds revenues include property taxes,
other local taxes, permits, fees and licenses, fines and forfeitures, revenue from the use of money and property,
charges for services, recovered costs, intergovernmental, and miscellaneous income.

Total expenditures for governmental funds were $17,686,573. These expenses are for general government, public
safety, public works, culture and recreation, community development, debt service principal retirement and interest
expense. This resulted in a deficiency before other financing sources of $(9,751,606) in the governmental funds.
The governmental funds obtained other financing sources of $9,345,975, which included net operating transfers
from proprietary funds of $927,475, proceeds from a line of credit of $8,418,500, and proceeds from indebtedness
of $0. After the other financing sources were received by the governmental funds, there was a change in fund
balance of $(405,631) at June 30, 2020.

Financial Analysis of the Town’s Funds — Proprietary Funds

The Town’s proprietary funds statements provide the same type of information found in the government-wide
financial statements, but in more detail.

Net position for the water and sewer fund decreased from $8,496,289 to $9,466,165. Net position includes
$8,931,898 of net investment in capital assets, $244,258 restricted for debt service and bond covenants, and
$290,009 unrestricted.

Swimming pool fund net position decreased from $182,196 to $178,670. The net position balance includes net
investment in capital assets of $179,125 and unreserved of $(455).

Total operating revenues for proprietary funds were $3,955,220. Operating expenses were $2,267,363. This
resulted in an operating income of $1,687,857. The proprietary funds had total non-operating expenses of $62,3086,
capital contributions of $268,274, and net operating transfers out of $927,475. The change in net position was
$966,350.



TOWN OF MARION, VIRGINIA

MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JUNE 30, 2020

General Fund Budgetary Highlights
Over the course of the year, the Town Council did not revise the budget.

Budgetary Highlights for 2019-2020:

General Fund General Fund
Budget Actual Variance
Revenues $ 8577,711 § 7,540,520 § (1,037,191)
Expenditures (10,697,111) (17,018,481) (6,321,370)
Other Financing Sources (Uses) 2,119,400 9,057,391 6,937,991
Total § - $ (420,570) § (420,570)

Significant variances in the adopted budget and actual expenditures are reflected in the areas of general
government administration, public works, capital projects, and debt service. The variance in the budget revenues
and actual revenues is attributed to intergovernmental revenues received for funding projects of the Town. These
amounts are variable upon the receipt of grant and loan funding.

Capital Asset and Long-Term Debt Activity

Capital Assets

As of June 30, 2020, the Town had capital assets including land, buildings, construction in progress, land
improvements, equipment, and infrastructure.

Major asset events during the fiscal year included the following:

Governmental projects—Capital expenditures for governmental projects totaled $434,753 for the fiscal year ending
June 30, 2020. Construction in progress asset of $484,142 at June 30 includes the South Church Street Drainage
project, which began in earnest in fiscal 2020.

Waterline and sewerline replacements and improvements—Capital expenditures on water and sewer lines were
$1,112,992 for the fiscal year ending June 30, 2020. The Comprehensive Infrastructure Replacement Program
(CIRP) continues. CIRP completed Phase Il Water for a total of $1,111,829. Construction in progress asset of
$556,496 at June 30 includes ongoing CIRP phases.

10



TOWN OF MARION, VIRGINIA

MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JUNE 30, 2020

Capital Asset and Long-Term Debt Activity

Long-term Debt

At the end of the fiscal year, the Town had the following outstanding debt for governmental activities:

Balance Balance

Description July 1, 2019 Issuances Retirements June 30, 2020
General obligation bonds $ 53,000 $ $ (36,0000 $ 500,000
Loans payable 2,577,569 - (180,455) 2,397,114
Line of credit - 8,418,500 (8,133,308) 285,192
OPERB liability 2,201,046 314,486 - 2,515,532
Pension liability 2,637,207 91,360 - 2,728,567
Compensated absences 212,165 29,254 - 241,419
Deferred rebate 62,500 - (6,250) 56,250

Total $ 8226487 § 8853600 § (8,356,013) § 8,724,074

At the end of the fiscal year, the Town had the following outstanding debt for business-type activities:

Balance Balance

Description July 1, 2019 Issuances Retirements June 30, 2020
General obligation bonds $ 5313736 $ 287415 §  (570,939) $ 5,030,212
Line of credit 1,151,500 1,546,000 (1,251,000) 1,446,500
OPEB liability 614,039 36,589 - 650,628
Pension liability 735,717 - (29,988) 705,729
Compensated absences 60,532 1,258 (16,171) 45,619

Total $ 7875524 § 1871262 § (1,868,098 § 7,878,688
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TOWN OF MARION, VIRGINIA

MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JUNE 30, 2020

Known Facts, Decisions, or Conditions Expected to Have a Significant Effect on Next Year and Beyond

Scheduled Major Projects

Marion Community Gateway Project — Funded by DHCD, the primary corridor extending from an area around
Exit 45 off Interstate 81 into town continues to be studied for maximizing opportunities for economic development.
Building facades, landscaping, gateway signage, and relocation of the state shop are priorities being addressed by
this Planning Grant. It is anticipated the Town will leverage this planning grant to apply for Community
Development grant funds in 2020-2021 to implement the project.

Emory & Henry College — The Town continues to partner with Emory & Henry College for the development of the
Marion campus. As part of that partnership, the office of Community and Economic Development is serving as
liaison for addressing needs and opportunities with the school.

Blight Reduction Project — Ongoing. This project is a comprehensive, multiyear plan to replace aging housing
stock, both homeowner and residential rental. The Town is currently implementing the first phase of the process—
enforcement of existing blight and overgrowth ordinances. The Town is also currently reviewing and revising
ordinances to make them more effective in enforcing all owners to keep their properties in good condition. The
Town has created the Marion Economic Development Authority, which in conjunction with the Marion Housing
Authority is looking at ways to address the shortage of mid-range affordable housing in the town, as well as
addressing the potential shortage of mid-range rental units for the anticipated demand generated from Emory &
Henry’s north campus expansion.

Attoway Meter Replacement Project — Completed. Replaced the old Venturi meter that measures water coming
from the Currin Valley spring into the town water system.

South Church Street Drainage Project — Completed. This project addressed inadequate storm water facilities on
South Church Street. This project included a comprehensive drainage system to handle most of the high intensity
storm events and to prevent flooding on South Church Street.

Capital Infrastructure Replacement Plan (CIRP) — Ongoing. This project is a comprehensive, multiyear plan to
replace the Town’s aging water, sewer, paving, and storm water facilities. It will serve as a framework to coordinate
future facility installations by intersections, and will incorporate all exterior utilities such as natural gas, cable, and
phone. The Town completed Phase Ill Water in the current year. Phase IV Water and Phase V Sewer are in
progress and anticipated to complete in fiscal 2021.

Sewer &I Analysis Repairs — The Town purchased a state-of-the-art sewer camera with DEQ funds. The camera
will allow the town to map the entire sewer system including location, manhole inverts, and condition. This will help
identify problem areas and focus the scheduling of the CIRP program.

Holston Hill Community Golf Course — Funded by Smyth County Community Foundation renewable loan with
interest payments only at 2.5% annual rate. The contract has two years remaining. Afterwards, there are several
opportunities for the course: an equitable operational agreement with outside parties, sale of operations to a
suitable buyer, or sale of the property through an RFP process.
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TOWN OF MARION, VIRGINIA

MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JUNE 30, 2020

Known Facts, Decisions, or Conditions Expected to Have a Significant Effect on Next Year and Beyond
(Continued)

Scheduled Major Projects (Continued)

Quarry Acquisition — The Town acquired the property known colloquially as “the quarry,” which comprises
approximately 80 acres of land strategically located in the center of town. The old rock quarry will serve as a
composting reservoir for brush/limbs/leaves that are picked up in the town. The rest of the land will be used as a
DEQ-permitted, inorganic fill site, with future plans of recreational areas and ballfields. This multi-year project will
combine DCR, DEQ, Town, and other funds.

The Town sold a portion of the land for $500,000 to its component unit Economic Development Authority in order to
qualify for grant funds from the Virginia Department of Conservation and Recreation. The Town will repurchase the
land for $500,000 in fiscal 2021. The Town expects to receive grant funds of $250,000 in fiscal 2021.

Requests for Information

This financial report is designed to provide our citizens, taxpayers, customers, investors, and creditors with a
general overview of the Town'’s finances and to show the Town’s accountability for the money it receives. If you
have questions about this report or need additional financial information, contact:

Town of Marion
P.O. Box 1005
138 West Main Street
Marion, Virginia 24354
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Exhibit 1
Town of Marion, Virginia
Statement of Net Position
June 30, 2020

Primary Government Component Unit

Economic
Governmental Business-type Development
Activities Activities Total Authority
ASSETS
Cash and cash equivalents $ 202,353 $ 731,338 $ 933,691 $ 525
Receivables (net of allowance for uncollectibles):
Taxes receivable 1,081,226 - 1,081,226
Accounts receivable 489,313 672,064 1,161,377
Other receivables 133,363 - 133,363
Due from other funds 152,320 556,121 708,441
Due from other governmental units 60,003 24,036 84,039
Inventories 10,161 - 10,161
Prepaid expenses 147,541 16,423 163,964
Restricted assets:
Temporarily restricted:
Cash and cash equivalents 244,258 244,258
Capital assets (net of accumulated depreciation):
Land 1,866,030 707,377 2,573,407
Buildings, system, and improvements 5,387,768 - 5,387,768
Machinery and equipment 676,370 859,365 1,535,735
Infrastructure and plant & lines in service 2,324,407 13,464,497 15,788,904
Construction in progress 484,142 556,496 1,040,638 -
Total assets 13,014,997 17,831,975 30,846,972 525
DEFERRED OUTFLOWS OF RESOURCES
Deferred pensions 759,837 196,528 956,365
Deferred other post employment benefits 54,655 14,137 68,792
Total deferred outflows of resources 814,492 210,665 1,025,157
Total assets & deferred outflows $ 13,829,489 18,042,640 $ 31,872,129 $ 525
LIABILITIES
Accounts payable $ 118,767 261,727 § 380,494 §$
Accrued liabilities 42,912 9,896 52,808
Customers' deposits - 49,050 49,050
Accrued interest payable 4,327 29,174 33,501
Due to other funds 708,441 - 708,441
Long-term liabilities due within one year 963,809 2,024,458 2,988,267
Long-term liabilities due in more than one year 7,760,265 5,854,230 13,614,495
Total liabilities 9,598,521 8,228,535 17,827,056
DEFERRED INFLOWS OF RESOURCES
Deferred revenue 1,208,345 - 1,208,345
Deferred pensions 637,768 164,955 802,723
Deferred other post employment benefits 16,685 4,315 21,000
Total deferred inflows of resources 1,862,798 169,270 2,032,068
NET POSITION
Net Investment in capital assets 7,556,411 9,111,023 16,667,434
Restricted for:
Debt service and bond covenants - 244258 244,258
Other governmental funds 244,393 - 244,393 -
Unrestricted (deficit) (5,432,634) 289,554 (5,143,080) 525
Total net position 2,368,170 9,644,835 12,013,005 525
Total liabilities & deferred inflows & net position $ 13,829,489 $ 18,042,640 $ 31,872,129 $ 525

The notes to the financial statements are an integral part of this statement.
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Town of Marion, Virginia
Statement of Activities
For the Year Ended June 30, 2020

Exhibit 2

Functions/Programs

PRIMARY GOVERNMENT:
Governmental activities:

General government administration

Public safety

Public works

Parks, recreation, and cultural

Community development

Interest on long-term debt

Total government activities

Business-type activities:
Water, Sewer and CIRP
Swimming Pool
Total business-type activities
Total primary government

COMPONENT UNITS:
Economic Development Authority
Total component units

Program Revenues

Net (Expense) Revenue and
Changes in Net Position

Primary Government

Component Unit

Operating Capital Economic
Charges for Grants and Grants and Governmental Business-type Development
Expenses Services Contributions Contributions Activities Activities Total Authority

$ 1,678,914 $ 15,691 $ -8 $ (1,663,223) $ -8 (1,663,223) $ -

2,616,381 326,089 216,239 (2,074,053) - (2,074,053) -

3,329,208 469,350 2,202,898 (656,960) - (656,960) -

862,124 403,449 - (458,675) - (458,675) -

1,049,916 4,055 306,635 (739,226) - (739,226) -

105,288 - - (105,288) - (105,288) -

$ 9,641,831 $ 1,218,634 § 2725772 $ $ (5,697,425) $§ - $ (5,697,425) $ -

$ 2,294,588 $ 3,939,957 § -8 268,274 $ $ 1913643 § 1,913,643 § -

35,220 15,263 - - (19,957) (19,957) -

$ 2,329,808 $ 3,955,220 $ - $ 268,274 $ -8 1,893,686 $ 1,893,686 § -

$ 11,971,639 $ 5,173,854 § 2,725,772 § 268,274 $ (5,697,425) $§ 1,893,686 §$ (3,803,739) $§ -
$ 55,000 $ 55,500 $ - $ $ $ - $ $ 500.00
$ 55,000 $ 55500 § - $ $ $ - $ $ 500

General revenues:
General property taxes $ 739,068 $ - 3 739,068 -
Other local taxes:

Local sales and use taxes 219,327 - 219,327 -

Consumers' utility taxes 112,521 - 112,521 -

Business license taxes 556,354 - 556,354 -

Communication tax 108,002 - 108,002 -

Motor vehicle licenses 95,964 - 95,964 -

Bank stock tax 186,173 - 186,173 -

Meals taxes 1,321,074 - 1,321,074 -

Other local taxes 279,170 - 279,170 -

Permits, privilege fees, and regulatory licenses 626 - 626 -

Fines and forfeitures 17,832 - 17,832 -

Unrestricted revenues from use of money and property 11,573 139 11,712 -

Miscellaneous 32,370 - 32,370 -

Recovered costs 89,488 - 89,488 -

Grants and contributions not restricted to specific programs 89,320 - 89,320 -

Gain (loss) on disposal of capital assets 2,282 - 2,282 -

Transfers 927,475 (927,475) - -

Total general revenues and transfers $ 4,788,619 $ (927,336) $ 3,861,283 § -
Change in net position $ (908,806) $ 966,350 $ 57,544 § (500)

Net position - beginning $ 3,276,976 $ 8,678,485 $ 11,955,461 §$ -
Net position - ending $ 2,368,170 $ 9,644,835 $ 12,013,005 $ (500)

The notes to the financial statements are an integral part of this statement.
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Exhibit 3
Town of Marion, Virginia
Balance Sheet
Governmental Funds
June 30, 2020

Other Total
Governmental Governmental
General Funds Funds
ASSETS
Cash and cash equivalents $ 75329 $ 127,024 $ 202,353
Receivables (net of allowance for uncollectibles):
Taxes receivable 1,081,226 - 1,081,226
Accounts receivable 348,598 140,715 489,313
Other receivables 133,363 - 133,363
Due from other funds 33,951 118,369 152,320
Due from other governmental units 60,003 - 60,003
Inventories - 10,161 10,161
Prepaid expenses 143,991 3,550 147 541
Total assets $ 1,876,461 $ 399,819 $ 2,276,280
LIABILITIES
Liabilities:
Accounts payable $ 106,506 $ 12,261 $ 118,767
Accrued liabilities 40,830 2,082 42,912
Due to other funds 556,121 152,320 708,441
Total liabilities 703,457 166,663 870,120
DEFERRED INFLOWS OF RESOURCES
Deferred revenue 1,210,005 - 1,210,005
FUND BALANCE
Fund balances:
Nonspendable
Prepaid expense 143,991 3,550 147 541
Inventory - 10,161 10,161
Restricted for:
Debt service and bond covenants - - -
DARE 1,311 1,311
Downtown housing project 240,582 240,582
Master redevelopment 2,500 2,500
Assigned to:
Golf Course - 140,083 140,083
Unassigned (180,992) (165,031) (346,023)
Total fund balances (37,001) 233,156 196,155
Total liabilities & deferred inflows & fund balances $ 1,876,461 $ 399,819 $ 2,276,280

The notes to the financial statements are an integral part of this statement.
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Town of Marion, Virginia
Reconciliation of the Balance Sheet of Governmental Funds
To the Statement of Net Position
June 30, 2020

Exhibit 4

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

Total fund balances per Exhibit 3 - Balance Sheet - Governmental Funds

Capital assets used in governmental activities are not financial resources and, therefore,
are not reported in the funds.

Other long-term assets are not available to pay for current-period expenditures and,
therefore, are deferred in the funds.

Long-term liabilities, including bonds payable, are not due and payable in the current
period and, therefore, are not reported in the funds.

Deferred outflows of resources reported in the Statement of Net Position

Deferred inflows of resources reported in the Statement of Net Position

Net position of governmental activities

The notes to the financial statements are an integral part of this statement.
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Town of Marion, Virginia
Statement of Revenues, Expenditures, and Changes in Fund Balances
Governmental Funds
For the Year Ended June 30, 2020

Exhibit 5

Other Total
Governmental Governmental
General Funds Funds
REVENUES
General property taxes $ 746,348 $ - 9 746,348
Other local taxes 2,877,242 - 2,877,242
Permits, privilege fees, and regulatory licenses 626 - 626
Fines and forfeitures 17,832 - 17,832
Revenue from the use of money and property 11,573 - 11,573
Charges for services 824,187 394,447 1,218,634
Miscellaneous 34,652 - 34,652
Recovered costs 212,968 - 212,968
Intergovernmental revenues:
Commonwealth 2,494,064 - 2,494,064
Federal 321,028 - 321,028
Total revenues $ 7540520 $ 394,447 § 7,934,967
EXPENDITURES
Current:
General government administration $ 1,529,100 $ - 9 1,529,100
Public safety 2,390,236 - 2,390,236
Public works 3,512,760 - 3,512,760
Parks, recreation, and cultural 229,050 528,579 757,629
Community development 1,026,254 - 1,026,254
Capital projects 12,104 - 12,104
Debt service:
Principal retirement 8,267,630 82,132 8,349,762
Interest and other fiscal charges 51,347 57,381 108,728
Total expenditures $ 17,018481 § 668,092 $ 17,686,573
Excess (deficiency) of revenues over
(under) expenditures $ (9,477,961) $ (273,645) $ (9,751,606)
OTHER FINANCING SOURCES (USES)
Transfers in (out) $ 638,891 $ 288,584 927,475
Proceeds from a line of credit 8,418,500 - 8,418,500
Proceeds of loans payable - - -
Total other financing sources (uses) $ 9,057,391 $ 288,584 $ 9,345,975
Net change in fund balances $ (420,570) $ 14,939 § (405,631)
Fund balances - beginning 383,569 218,217 601,786
Fund balances - ending $ (37,001) $ 233,156 $ 196,155

The notes to the financial statements are an integral part of this statement.
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Exhibit 6
Town of Marion, Virginia
Reconciliation of Statement of Revenues,
Expenditures, and Changes in Fund Balances of Governmental Funds
To the Statement of Activities
For the Year Ended June 30, 2020

Amounts reported for governmental activities in the statement of activities are different because:
Net change in fund balances - total governmental funds $ (405,631)

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 and reported
as depreciation expense. This is the amount by which the capital outlays exceeded
depreciation in the current period. (166,136)

Revenues in the statement of activities that do not provide current financial resources are
not reported as revenues in the funds. (5,937)

The issuance of long-term debt (e.g. bonds, leases) provides current financial resources to
governmental funds, while the repayment of the principal of long-term debt consumes
the current financial resources of governmental funds. Neither transaction, however, has
any effect on net position. Also, governmental funds report the effect of issuance costs,
premiums, discounts, and similar items when debt is first issued, whereas these amounts
are deferred and amortized in the statement of activities. This amount is the net effect
of these differences in the treatment of long-term debt and related items. (68,738)

Some expenses reported in the statement of activities do not require the use of current
financial resources and, therefore are not reported as expenditures in governmental funds. (262,364)

Change in net position of governmental activities $ (908,806)

The notes to the financial statements are an integral part of this statement.
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Exhibit 7

Town of Marion, Virginia Page 1 of 2
Statement of Net Position
Proprietary Funds
June 30, 2020
Enterprise Funds
Water, Sewer Swimming
and CIRP Fund Pool Fund Total
ASSETS
Current assets:
Cash and cash equivalents $ 731,138 § 200 $ 731,338
Accounts receivables, net of allowances for uncollectibles 672,064 - 672,064
Due from other funds 556,121 - 556,121
Due from other governmental units 24,036 - 24,036
Prepaid expenses 16,423 - 16,423
Total current assets 1,999,782 200 1,999,982
Noncurrent assets:
Restricted current assets:
Cash and cash equivalents 244,258 - 244,258
Investments - - -
Total restricted current assets 244,258 - 244,258
Capital assets:
Utility plant in service 26,514,742 - 26,514,742
Machinery and equipment 3,762,984 29,151 3,792,135
Land 528,252 179,125 707,377
Pool - 974,651 974,651
Less accumulated depreciation (15,953,864) (1,003,802) (16,957,666)
Construction in progress 556,496 - 556,496
Total capital assets 15,408,610 179,125 15,587,735
Total noncurrent assets 15,652,868 179,125 15,831,993
Total assets 17,652,650 179,325 17,831,975
DEFERRED OUTFLOWS OF RESOURCES
Deferred pensions 196,528 - 196,528
Deferred other post employment benefits 14,137 - 14,137
Total deferred outflows of resources 210,665 - 210,665
Total assets & deferred outflows $ 17,863,315 $ 179,325 $ 18,042,640

The notes to the financial statements are an integral part of this statement.
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Exhibit 7

Town of Marion, Virginia Page 2 of 2
Statement of Net Position
Proprietary Funds
June 30, 2020
Enterprise Funds
Water, Sewer Swimming
and CIRP Fund Pool Fund Total
LIABILITIES
Current liabilities:
Accounts payable $ 261,072 § 655 $ 261,727
Accrued liabilities 9,896 - 9,896
Customers' deposits 49,050 - 49,050
Accrued interest payable 29,174 - 29,174
Compensated absences 34,214 - 34,214
Pension liability 70,573 - 70,573
General obligation bonds payable - current portion 473171 - 473171
Line of credit 1,446,500 - 1,446,500
Total current liabilities 2,373,650 655 2,374,305
Noncurrent liabilities:
General obligation bonds payable - net of current portion 4,557,041 4,557,041
Compensated absences 11,405 11,405
Pension liability 635,156 635,156
OPERB liability 650,628 650,628
Total noncurrent liabilities 5,854,230 5,854,230
Total liabilities 8,227,880 655 8,228,535
DEFERRED INFLOWS OF RESOURCES
Deferred revenue - -
Deferred pensions 164,955 164,955
Deferred other post employment benefits 4,315 4,315
Total deferred inflows of resources 169,270 169,270
NET POSITION
Net Investment in capital assets 8,931,898 179,125 9,111,023
Restricted for debt service and bond covenants 244,258 - 244,258
Unrestricted 290,009 (455) 289,554
Total net position 9,466,165 178,670 9,644,835
Total liabilities & deferred inflows & net position 3 17,863,315 $ 179,325 $ 18,042,640

The notes to the financial statements are an integral part of this statement.
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Exhibit 8
Town of Marion, Virginia
Statement of Revenues, Expenses, and Changes in Fund Net Position
Proprietary Funds
For the Year Ended June 30, 2020

Enterprise Funds

Water, Sewer Swimming
and CIRP Fund Pool Fund Total

OPERATING REVENUES
Charges for services $ 3,939,957 $ 13,181 § 3,953,138
Other revenues - 2,082 2,082

Total operating revenues $ 3,939,957 § 15,263 $ 3,955,220
OPERATING EXPENSES
Personal services $ 544,699 $ 16,396 $ 561,095
Fringe benefits 154,683 1,254 155,937
Contractual services 256,878 632 257,510
Materials and supplies 274,757 10,998 285,755
Other charges 303,489 2,531 306,020
Depreciation 697,637 3,409 701,046

Total operating expenses $ 2,232,143 § 35220 $ 2,267,363

Operating income (loss) $ 1,707,814 § (19,957) § 1,687,857

NONOPERATING REVENUES (EXPENSES)
Investment earnings $ 139 § -3 139
Interest expense (62,445) - (62,445)

Total nonoperating revenues (expenses) $ (62,306) $ - 9§ (62,306)

Income before contributions and transfers $ 1,645,508 $ (19,957) § 1,625,551

Capital contributions $ 268,274 § - $ 268,274
Transfers in (out) (943,906) 16,431 (927,475)
Change in net position $ 969,876 $ (3,526) $ 966,350
Total net position - beginning $ 8,496,289 $ 182,196 $ 8,678,485
Total net position - ending $ 9,466,165 $ 178,670 $ 9,644,835

The notes to the financial statements are an integral part of this statement.
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Town of Marion, Virginia

Statement of Cash Flows
Proprietary Funds

For the Year Ended June 30, 2020

Exhibit 9

CASH FLOWS FROM OPERATING ACTIVITIES
Receipts from customers and users
Payments to suppliers
Payments to and for employees

Net cash provided (used by) operating activities

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVI
Transfers to other funds
Transfers from other funds

TIES

Net cash provided (used) by noncapital financing activities

Net cash provided (used) by investing activities

Net increase (decrease) in cash and cash equivalents

Cash and cash equivalents - beginning
Cash and cash equivalents - ending

Reconciliation of operating income (loss) to net cash
provided by operating activities:
Operating income (loss)
Adjustments to reconcile operating income to net cash

provided (used) by operating activities:
Depreciation expense

(Increase) decrease in accounts receivable
(Increase) decrease in prepaid expenses
Increase (decrease) in customer deposits
Increase (decrease) in operating accounts payable
Increase (decrease) in OPEB liability

Increase (decrease) in deferred OPEB
Increase (decrease) in pension liability
Increase (decrease) in deferred pensions
Increase (decrease) in compensated absences
Total adjustments

Net cash provided (used) by operating activities

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES
Additions to capital assets
Deletions of capital assets
Principal payments on bonds
Proceeds from indebtedness
Capital contributions
Interest payments

Net cash provided (used) by capital and related financing activities

CASH FLOWS FROM INVESTING ACTIVITIES
Interest and dividends received

Enterprise Funds

Water, Sewer Swimming
and CIRP Fund Pool Fund Total

$ 3,746,272 $ 15,263 $ 3,761,535
(947,662) (15,298) (962,960)
(596,931) (16,396) (613,327)
$ 2,201,679 $ (16,431) $ 2,185,248
$ (943,906) $ -9 (943,906)
- 16,431 16,431
$ (943,906) $ 16,431 § (927,475)
$ (2,547,252) $ -8 (2,547,252)
1,111,829 - 1,111,829
(1,821,939) - (1,821,939)
1,833,415 - 1,833,415
268,671 - 268,671
(71,053) - (71,053)
$ (1,226,329) $ - 3 (1,226,329)
$ 139 § -3 139
$ 139 § -3 139
$ 31,583 § -9 31,583
$ 943,813 § 200 $ 944,013
$ 975,396 $ 200 $ 975,596
$ 1,707,814 § (19,957) $ 1,687,857
$ 697,637 § 3,409 § 701,046
(195,845) - (195,845)
(15,960) - (15,960)
2,160 - 2,160
56,418 117 56,535
36,589 - 36,589

(7,114)
(29,988) - (29,988)
(35,119) - (35,119)
(14,913) - (14,913)
$ 493,865 $ 3526 $ 504,505
$ 2,201,679 $ (16,431) $ 2,192,362

The notes to the financial statements are an integral part of this statement.
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Town of Marion, Virginia
Statement of Fiduciary Net Position
Fiduciary Funds
June 30, 2020

Exhibit 10

ASSETS
Cash and cash equivalents
Investments, at fair value

Total assets

NET POSITION
Amounts held for cemetery maintenance

Total liabilities

The notes to the financial statements are an integral part of this statement.
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7,458
140,135
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Exhibit 11
Town of Marion, Virginia
Statement of Changes in Fiduciary Net Position
Fiduciary Funds
For the Year Ended June 30, 2020

Cemetery
Fund
ADDITIONS
Investment earnings:
Interest and dividends $ 3,576
Realized gain on investment 4,683
Unrealized gain on investment 2,051
Total additions $ 10,310
DEDUCTIONS
Distributions $ 3,050
Fees 167
Total deductions $ 3,217
Change in net position $ 7,093
Net position - beginning 140,500
Net position - ending $ 147,593

The notes to the financial statements are an integral part of this statement.
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TOWN OF MARION, VIRGINIA

NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2020

Note 1 - Summary of Significant Accounting Policies

The financial statements of the Town conform to generally accepted accounting principles (GAAP) applicable to
government units promulgated by the Governmental Accounting Standards Board (GASB). The more significant
accounting policies established by GAAP and used by the Town are discussed below.

A. Reporting Entity:

The Town of Marion, Virginia (the Town) was incorporated in 1832. The Town operates under a council-manager
form of government and provides the following services as authorized by its charter: public safety, development
services, culture, community development, water services, sewer services, and industrial development. The
accompanying financial statements present the government.

Blended Component Units - None

Discretely Presented Component Units — The component unit column in the financial statements include the
financial data of the Town'’s discretely presented component unit, the Economic Development Authority.

The Economic Development Authority (EDA) of the Town of Marion encourages and provides financing for
economic development in the Town. The EDA directors are appointed by the Town Council. The EDA is fiscally
dependent upon the Town because the Town provides significant funding and approves all debt issuances. In
addition, the EDA does not have separate taxing powers. The EDA is authorized to acquire, own, lease, and
dispose of properties to the extent that such activities foster and stimulate economic development. The EDA is
presented as an enterprise fund type and does not issue separate financial statements.

Related Organizations - None
Jointly Governed Organizations - None
B. Government-wide and fund financial statements:

The government-wide financial statements (the Statement of Net position and the Statement of Activities) report
information on all the nonfiduciary activities of the Town. For the most part, the effect of interfund activity has been
removed from these statements. Governmental activities, which normally are supported by taxes and
intergovernmental revenues, are reported separately from business-type activities, which rely to a significant extent
on fees and charges for support.

The statement of activities demonstrates the degree to which the direct expenses of a given function or segments
are offset by program revenues. Direct expenses are those that are clearly identifiable with a specific function or
segment. Program revenues include 1) charges to customers or applicants who purchase, use, or directly benefit
from goods, services, or privileges provided by a given function or segment and 2) grants and contributions that are
restricted to meeting the operational or capital requirements of a particular function or segment. Taxes and other
items not properly included among program revenues are reported instead as general revenues.
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Note 1 - Summary of Significant Accounting Policies (continued)
C. Measurement focus, basis of accounting, and financial statement presentation:

The government-wide financial statements are reported using the economic resources measurement focus and the
accrual basis of accounting, as are the proprietary fund financial statements. Revenues are recorded when earned
and expenses are recorded when a liability is incurred, regardless of the timing of related cash flows. Property
taxes are recognized as revenues in the year for which they are levied. Grants and similar items are recognized as
revenue as soon as all eligibility requirements imposed by the provider have been met.

Governmental fund financial statements are reported using the current financial resources measurement focus and
the modified accrual basis of accounting. Revenues are recognized as soon as they are both measurable and
available. Revenues are considered to be available when they are collectible within the current period or soon
enough thereafter to pay liabilities of the current period. For this purpose, the government considers revenues to
be available if they are collected within 60 days of the end of the current fiscal period. Expenditures generally are
recorded when a liability is incurred, as under accrual accounting. However, expenditures related to compensated
absences and claims & judgments are recorded only when payment is due.

Property taxes, franchise taxes, licenses, and interest associated with the current fiscal period are all considered to
be susceptible to accrual and so have been recognized as revenues of the current fiscal period. Accordingly, real
and personal property taxes are recorded as revenues and receivables when billed, net of allowances for un-
collectible amounts. Property taxes not collected within 60 days after year-end are reflected as deferred revenues.

Sales and utility taxes, which are collected by the state or utilities and subsequently remitted to the Town, are
recognized as revenues and receivables upon collection by the state or utility, which is generally in the month
preceding receipt by the Town.

Licenses, permits, fines and rents are recorded as revenues when received. Intergovernmental revenues,
consisting primarily of federal, state and other grants for the purpose of funding specific expenditures, are
recognized when earned or at the time of the specific expenditure. Revenues from general-purpose grants are
recognized in the period to which the grant applies. All other revenue items are considered to be measurable and
available only when the government receives cash.

The government reports the following major governmental funds:

The general fund is the government’s primary operating fund. It accounts for all financial resources of the general
government, except those required to be accounted for in other funds. All general tax revenue and other receipts
that are not restricted by law or contractual agreement to some other fund are accounted for in this fund. General
operating expenditures, fixed charges, and capital improvement costs that are not paid through other funds are
paid from the general fund.

The Town operates a sewage collection and treatment system and a water distribution system. The activities of

the systems are accounted for in the water, sewer and CIRP fund. In addition to the water, sewer and CIRP fund,
the Town has a swimming pool fund that is operated as a proprietary fund.
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Note 1 - Summary of Significant Accounting Policies (continued)
C. Measurement focus, basis of accounting, and financial statement presentation: (continued)

Private-sector standards of accounting and financial reporting issued prior to December 1, 1989, generally are
followed in both the government-wide and enterprise fund financial statements to the extent that those standards
do not conflict with or contradict guidance of the Governmental Accounting Standards Board. Governments also
have the option of following subsequent private-sector guidance for their business-type activities and enterprise
funds, subject to this same limitation. The government has elected not to follow subsequent private-sector
guidance.

As a general rule, the effect of interfund activity has been eliminated from the government-wide financial
statements. Exceptions to this general rule are other charges between the government’s water and sewer function
and various other functions of the government. Elimination of these charges would distort the direct costs and
program revenues reported for the various functions concerned.

Amounts reported as program revenues include 1) charges to customers or applicants for goods, services, or
privileges provided, 2) operating grants and contributions, and 3) capital grants and contributions, including special
assessments. Internally dedicated resources are reported as general revenues rather than as program revenues.
Likewise, general revenues include all taxes.

Proprietary funds distinguish operating revenues and expenses from non-operating items. Operating revenues and
expenses generally result from providing services and producing and delivering goods in connection with a
proprietary fund’s principal ongoing operations. The principal operating revenues of the Town’s enterprise funds
are charges to customers for sales and services. The Town also recognizes as operating revenue the portion of
tap fees intended to recover the cost of connecting new customers to the system. Operating expenses for

enterprise funds include the cost of sales and services, administrative expense, and depreciation on capital assets.
All revenues and expenses not meeting this definition are reported as non-operating revenues and expenses.

Fiduciary funds consist of a cemetery fund for perpetual care.

When both restricted and unrestricted resources are available for use, itis the government’s policy to use restricted
resources first, and then unrestricted resources as they are needed.

D. Assets, liabilities, and net position or equity:
1. Deposits and Investments

The government’s cash and cash equivalents are considered to be cash on hand, demand deposits, and
short-term investments with original maturities of three months or less from the date of acquisition.

2. Property Taxes

Property is assessed at its value on January 1. Property taxes attach as an enforceable lien on property as of
January 1. Taxes are payable December 6. The Town bills and collects its own property taxes.
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Note 1 - Summary of Significant Accounting Policies (continued)

D. Assets, liabilities, and net position or equity: (continued)

3.

Allowance for Uncollectible Accounts

The Town calculates its allowance for uncollectible accounts using historical collection data and, in certain
cases, specific account analysis. The allowance for governmental activities amounted to approximately
$31,895 for property taxes, $17,297 for garbage billings, and $30,515 for EMS billings at June 30, 2020. The
allowance for business-type activities amounted to approximately $139,541 for water and sewer billings at
June 30, 2020.

Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting principles requires
management to make estimates and assumptions that affect certain reported amounts and disclosures.
Accordingly, actual results could differ from those estimates.

Capital Assets

Capital assets, which include property, plant, equipment, and infrastructure assets (e.g., roads, bridges,
sidewalks, and similar items) are, reported in the applicable governmental or business-type activities columns
in the government-wide financial statements. Capital assets are defined by the government as assets, not
including infrastructure assets, with an initial, individual cost of more than $5,000 (amount not rounded) and
an estimated useful life in excess of three years. Infrastructure assets capitalized have an original cost of
$5,000 or more. Such assets are recorded at historical cost or estimated historical cost if purchased or
constructed. Donated capital assets are recorded at estimated fair market value at the date of donation.

The cost of normal maintenance and repairs that do not add to the value of the asset or materially extend
assets lives are not capitalized. Major outlays for capital assets and improvements are capitalized as projects
are constructed. Interestincurred during the construction phase of capital assets of business-type activities is
included as part of the capitalized value of the assets constructed. $60,531 in interest was capitalized during
the current year.

Property, plant, and equipment of the primary government is depreciated using the straight-line method over
the following estimated useful lives:

Asset Type Years
Buildings 20-50
Water and Sewer System 30-50
Infrastructure 20-35
Machinery and equipment 5-10
Improvements 10-20
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Note 1 - Summary of Significant Accounting Policies (continued)

D. Assets, liabilities, and net position or equity: (continued)

6.

Compensated Absences

Vested or accumulated vacation leave that is expected to be liquidated with expendable available financial
resources is reported as an expenditure and a fund liability of the governmental fund that will pay it. In
accordance with the provisions of Government Accounting Standards No. 16, Accounting for Compensated
Absences, no liability is recorded for non-vesting accumulating rights to receive sick pay benefits. The Town
accrues salary-related payments associated with the payment of compensated absences. All vacation pay is
accrued when incurred in the government-wide and proprietary fund financial statements.

Long-term Obligations

In the government-wide financial statements, and proprietary fund types in the fund financial statements,
long-term debt and other long-term obligations are reported as liabilities in the applicable governmental
activities, business-type activities, or proprietary fund type statement of net position. Bond premiums and
discounts are deferred and amortized over the life of the bonds using the effective interest method. Bonds
payable are reported net of the applicable bond premium or discount. Bond issuance costs are expensed
when incurred.

In the fund financial statements, governmental fund types recognize bond premiums and discounts during the
current period. The face amount of debt issued is reported as other financing sources. Premiums received
on debt issuances are reported as other financing sources while discounts on debt issuances are reported as
other financing uses. Issuance costs, whether or not withheld from the actual debt proceeds received, are
expensed when incurred.

Fund Equity

In the fund financial statements, governmental funds report reservations of fund balance for amounts that are
not available for appropriation or are legally restricted by outside parties for use for a specific purpose.
Designations of fund balance represent tentative management plans that are subject to change.

Net Position

Net position is the difference between assets and deferred outflows of resources and liabilities and deferred
inflows of resources. Net position is divided into three components:

¢ Net investment in capital assets—consist of historical cost of capital assets less accumulated
depreciation and less any debt that remains outstanding that was used to finance those assets
plus deferred outflows of resources less deferred inflows of resources related to those assets.

¢ Restricted—consist of assets that are restricted by the Town’s creditors (for example, through debt
covenants), by the state enabling legislation (through restrictions on share revenues), by grantors
(both federal and state), and by other contributors.

e Unrestricted—all other net position is reported in this category.
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Note 1 - Summary of Significant Accounting Policies (continued)
D. Assets, liabilities, and net position or equity: (continued)
10.  Concentration of Credit Risk

The Town has a credit risk associated with water and sewer fund accounts receivable due to geographic
proximity of the Town’s customers. The risk is mitigated by the large number of customers and relatively low
individual balances.

11.  Prepaid Expenses

Prepaid expenses are for payments made by the Town in the current fiscal year to provide services occurring
in the subsequent fiscal year.

12.  Net Position Flow Assumption

Sometimes the Town will fund outlays for a particular purpose from both restricted (e.g. restricted bond and
grant proceeds) and unrestricted resources. In order to calculate the amounts to report as restricted net
position and unrestricted net position in the financial statements, a flow assumption must be made about the
order in which the resources are considered to be applied. It is the Town'’s policy to consider restricted net
position to have been depleted before unrestricted net position is applied.

13.  Inventory

Inventory generally is recorded at cost using the first-inffirst-out (FIFO) method. Inventory of governmental
funds are recorded as expenditures when consumed rather than when purchased.

E. New Accounting Pronouncements

The following Governmental Accounting Standards Board (GASB) Statements have been implemented in the
current financial statement:

Statement No. 84, Fiduciary Activities, establishes criteria for identifying fiduciary activities of all state and local

governments. The requirements of this statement are effective for reporting periods beginning after December 15,
2018.
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Note 1 - Summary of Significant Accounting Policies (continued)

F.

Pensions

For purposes of measuring the net pension liability, deferred outflows of resources and deferred inflows of
resources related to pensions, and pension expense, information about the fiduciary net position of the Town’s
Retirement Plan and the additions to/deductions from the Town’s Retirement Plan’s net fiduciary position have
been determined on the same basis as they were reported by the Virginia Retirement System (VRS). For this
purpose, benefit payments (including refunds of employee contributions) are recognized when due and payable in
accordance with the benefit terms. Investments are reported at fair value.

Plan Description

All full-time, salaried permanent employees of the Town are automatically covered by VRS Retirement Plan upon
employment. This plan is administered by the Virginia Retirement System (the System) along with plans for other
employer groups in the Commonwealth of Virginia. Members earn one month of service credit for each month they
are employed and for which they and their employer pay contributions to VRS. Members are eligible to purchase
prior service, based on specific criteria as defined in the Code of Virginia, as amended. Eligible prior service that
may be purchased includes prior public service, active military service, certain periods of leave, and previously
refunded service.

The System administers three different benefit structures for covered employees—Plan 1, Plan 2, and Hybrid.

Each of these benefit structures has different eligibility criteria. The specific information for each plan and the
eligibility for covered groups within each plan are set out in the table beginning on the next page.
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F.  Pensions (continued)
RETIREMENT PLAN PROVISIONS
HYBRID
PLAN 1 PLAN 2 RETIREMENT PLAN
About Plan 1 About Plan 2 About the Hybrid Retirement

Plan 1 is a defined benefit plan.
The retirement benefit is based on
a member’s age, creditable
service and average final
compensation at retirement using
a formula.

Plan 2 is a defined benefit plan.
The retirement benefit is based on
a member’s age, creditable
service and average final
compensation at retirement using
a formula.

Plan

The Hybrid Retirement Plan
combines the features of a
defined benefit plan and a defined
contribution plan.

* The defined benefit is based on
a member’s age, creditable
service and average final
compensation at retirement using
a formula.

* The benefit from the defined
contribution component of the
plan depends on the member and
employer contributions made to
the plan and the investment
performance of those
contributions.

* In addition to the monthly benefit
payment payable from the defined
benefit plan at retirement, a
member may start receiving
distributions from the balance in
the defined contribution account,
reflecting the contributions,
investment gains or losses, and
any required fees.

Eligible Members

Employees are in Plan 1 if their
membership date is before July 1,
2010, and they were vested as of
January 1, 2013.

Hybrid Opt-In Election

VRS non-hazardous duty covered
Plan 1 members were allowed to
make an irrevocable decision to

Eligible Members

Employees are in Plan 2 if their
membership date is on or after
July 1, 2010, or their membership
date is before July 1, 2010, and
they were not vested as of
January 1, 2013.

Hybrid Opt-In Election
Eligible Plan 2 members were
allowed to make an irrevocable

Eligible Members
Employees are in the Hybrid
Retirement Plan if their
membership date is on or after
January 1, 2014.
This includes:
* Political subdivision
employees*
* Members in Plan 1 or Plan 2
who elected to opt into the plan
during the election window held
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F.  Pensions (continued)

opt into the Hybrid Retirement
Plan during a special election
window held January 1 through
April 30, 2014.

The Hybrid Retirement Plan’s
effective date for eligible Plan 1
members who opted in was July
1,2014.

If eligible deferred members
returned to work during the
election window, they were also
eligible to opt into the Hybrid
Retirement Plan.

Members who were eligible for an
optional retirement plan (ORP)
and had prior service under Plan 1
were not eligible to elect the
Hybrid Retirement Plan and
remain as Plan 1 or ORP.

decision to opt into the Hybrid
Retirement Plan during a special
election window held January 1
through April 30, 2014.

The Hybrid Retirement Plan’s
effective date for eligible Plan 2
members who opted in was July
1,2014.

If eligible deferred members
returned to work during the
election window, they were also
eligible to opt into the Hybrid
Retirement Plan.

Members who were eligible for an
optional retirement plan (ORP)
and have prior service under Plan
2 were not eligible to elect the
Hybrid Retirement Plan and
remain as Plan 2 or ORP.

January 1-April 30, 2014; the
plan’s effective date for opt-in
members was July 1, 2014.

*Non-Eligible Members
Some employees are not eligible
to participate in the Hybrid
Retirement Plan. They include:
* Political subdivision
employees who are covered by
enhanced benefits for
hazardous duty employees.

Those employees eligible for an
optional retirement plan (ORP)
must elect the ORP plan or the
Hybrid Retirement Plan. If these
members have prior service under
Plan 1 or Plan 2, they are not
eligible to elect the Hybrid
Retirement Plan and must select
Plan 1 or Plan 2 (as applicable) or
ORP.

Retirement Contributions
Employees contribute 5% of their
compensation each month to their
member contribution account
through a pre-tax salary reduction.
Some political subdivisions
elected to phase in the required
5% member contribution but all
employees will be paying the full
5% by July 1, 2016. Member
contributions are tax-deferred until
they are withdrawn as part of a
retirement benefit or as a refund.
The employer makes a separate
actuarially determined contribution
to VRS for all covered employees.
VRS invests both member and
employer contributions to provide

Retirement Contributions
Employees contribute 5% of their
compensation each month to their
member contribution account
through a pre-tax salary reduction.

Retirement Contributions

A member’s retirement benefit is
funded through mandatory and
voluntary contributions made by
the member and the employer to
both the defined benefit and the
defined contribution components
of the plan. Mandatory
contributions are based on a
percentage of the employee’s
creditable compensation and are
required from both the member
and the employer. Additionally,
members may choose to make
voluntary contributions to the
defined contribution component of
the plan, and the employer is
required to match those voluntary
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F.  Pensions (continued)

funding for the future benefit
payment.

contributions according to
specified percentages.

Creditable Service Creditable Service
Creditable service includes active | Same as Plan 1.
service. Members earn creditable
service for each month they are
employed in a covered position. It
also may include credit for prior
service the member has
purchased or additional creditable
service the member was granted.
A member’s total creditable
service is one of the factors used
to determine their eligibility for
retirement and to calculate their
retirement benefit. It also may
count toward eligibility for the
health insurance credit in
retirement, if the employer offers
the health insurance credit.

Creditable Service

Defined Benefit Component:
Under the defined benefit
component of the plan, creditable
service includes active service.
Members earn creditable service
for each month they are employed
in a covered position. It also may
include credit for prior service the
member has purchased or
additional creditable service the
member was granted. A
member’s total creditable service
is one of the factors used to
determine their eligibility for
retirement and to calculate their
retirement benefit. It also may
count toward eligibility for the
health insurance credit in
retirement, if the employer offers
the health insurance credit.
Defined Contributions
Component:

Under the defined contributions
component, creditable service is
used to determine vesting for the
employer contribution portion of
the plan.

Vesting Vesting

Vesting is the minimum length of | Same as Plan 1.
service a member needs to qualify
for a future retirement benefit.
Members become vested when
they have at least five years (60
months) of creditable service.
Vesting means members are
eligible to qualify for retirement if
they meet the age and service

Vesting

Defined Benefit Component:
Defined benefit vesting is the
minimum length of service a
member needs to qualify for a
future retirement benefit.
Members are vested under the
defined benefit component of the
Hybrid Retirement Plan when they
reach five years (60 months) of
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F.

Pensions (continued)

requirements for their plan.
Members also must be vested to
receive a full refund of their
member contribution account
balance if they leave employment
and request a refund.

Members are always 100% vested
in the contributions that they
make.

creditable service. Plan 1 or Plan
2 members with at least five years
(60 months) of creditable service
who opted into the Hybrid
Retirement Plan remain vested in
the defined benefit component.
Defined Contributions
Component:

Defined contribution vesting refers
to the minimum length of service
a member needs to be eligible to
withdraw the employer
contributions from the defined
contributions component of the
plan.

Members are always 100%
vested in the contributions that
they make.

Upon retirement or leaving
covered employment, a member
is eligible to withdraw a
percentage of employer
contributions to the defined
contribution component of the
plan, based on service.
« After two years, a member is
50% vested and may withdraw
50% of employer contributions.
« After three years, a member is
75% vested and may withdraw
75% of employer contributions.
« After four or more years, a
member is 100% vested and
may withdraw 100% of
employer contributions.
Distribution is not required by law
until age 70%.

Calculating the Benefit
The Basic Benefit is calculated

Calculating the Benefit
See definition under Plan 1.

Calculating the Benefit
Defined Benefit Component:
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F.  Pensions (continued)

based on a formula using the
member’s average final
compensation, a retirement
multiplier and total service credit
at retirement. It is one of the
benefit payout options available to
a member at retirement.

An early retirement reduction
factor is applied to the Basic
Benefit if the member retires with
a reduced retirement benefit or
selects a benefit payout option
other than the Basic Benefit.

See definition under Plan 1.
Defined Contribution
Component:

The benefit is based on
contributions made by the
member and any matching
contributions made by the
employer, plus net investment
earnings on those contributions.

Average Final Compensation
A member’s average final
compensation is the average of
the 36 consecutive months of
highest compensation as a
covered employee.

Average Final Compensation
A member’s average final
compensation is the average of
their 60 consecutive months of
highest compensation as a
covered employee.

Average Final Compensation
Same as Plan 2. It is used in the
retirement formula for the defined
benefit component of the plan.

Service Retirement Multiplier
VRS: The retirement multiplier is a
factor used in the formula to
determine a final retirement
benefit. The retirement multiplier
for non-hazardous duty members
is 1.70%.

Sheriffs and regional jail
superintendents: The retirement
multiplier for sheriffs and regional
jail superintendents is 1.85%

Political subdivision hazardous
duty employees: The retirement

Service Retirement Multiplier
VRS: Same as Plan 1 for service
earned, purchased or granted
prior to January 1, 2013. For non-
hazardous duty members the
retirement multiplier is 1.65% for
creditable service earned,
purchased or granted on or after
January 1, 2013.

Sheriffs and regional jail
superintendents: Same as Plan
1.

Political subdivision hazardous
duty employees: Same as Plan

Service Retirement Multiplier
Defined Benefit Component:
VRS: The retirement multiplier for
the defined benefit component is
1.00%.

For members who opted into the
Hybrid Retirement Plan from Plan
1 or Plan 2, the applicable
multipliers for those plans will be
used to calculate the retirement
benefit for service credited in
those plans.

Sheriffs and regional jail
superintendents: Not applicable.

Political subdivision hazardous
duty employees: Not applicable.
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F.  Pensions (continued)

multiplier of eligible political
subdivision hazardous duty
employees other than sheriffs and
regional jail superintendents is
1.70% or 1.85% as elected by the
employer.

Defined Contribution

Component:
Not applicable.

Normal Retirement Age
VRS: Age 65.

Political subdivisions
hazardous duty employees: Age
60.

Normal Retirement Age
VRS: Normal Social Security
retirement age.

Political subdivisions
hazardous duty employees:
Same as Plan 1.

Normal Retirement Age
Defined Benefit Component:
VRS: Same as Plan 2.

Political subdivisions
hazardous duty employees: Not
applicable.

Defined Contribution
Component:

Members are eligible to receive
distributions upon leaving
employment, subject to

restrictions.
Earliest Unreduced Retirement | Earliest Unreduced Retirement | Earliest Unreduced Retirement
Eligibility Eligibility Eligibility

VRS: Age 65 with at least five
years (60 months) of creditable
service or at age 50 with at least
30 years of creditable service.

Political subdivisions
hazardous duty employees: Age
60 with at least five years of
creditable service or age 50 with
at least 25 years of creditable
service.

VRS: Normal Social Security
retirement age with at least five
years (60 months) of creditable
service or when their age and
service equal 90.

Political subdivisions
hazardous duty employees:
Same as Plan 1.

Defined Benefit Component:
VRS: Normal Social Security
retirement age and have at least
five years (60 months) of
creditable service or when their
age and service equal 90.

Political subdivisions
hazardous duty employees: Not
applicable.

Defined Contribution
Component:

Members are eligible to receive
distributions upon leaving
employment, subject to

restrictions.
Earliest Reduced Retirement Earliest Reduced Retirement Earliest Reduced Retirement
Eligibility Eligibility Eligibility

VRS: Age 55 with at least five

VRS: Age 60 with at least five

Defined Benefit Component:
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F.  Pensions (continued)

years (60 months) of creditable
service or age 50 with at least 10
years of creditable service.

Political subdivisions
hazardous duty employees: 50
with at least five years of
creditable service.

years (60 months) of creditable
service.

Political subdivisions
hazardous duty employees:
Same as Plan 1.

VRS: Age 60 with at least five
years (60 months) of creditable
service.

Political subdivision hazardous
duty employees: Not applicable.

Defined Contribution
Component:

Members are eligible to receive
distributions upon leaving
employment, subject to
restrictions.

Cost-of-Living Adjustment
(COLA) in Retirement

The Cost-of-Living Adjustment
(COLA) matches the first 3%
increase in the Consumer Price
Index for all Urban Consumers
(CPI-U) and half of any additional
increase (up to 4%) up to a
maximum COLA of 5%.

Eligibility:

For members who retire with an
unreduced benefit or with a
reduced benefit with at least 20
years of creditable service, the
COLA will go into effect on July 1
after one full calendar year from
the retirement date.

For members who retire with a
reduced benefit and who have
less than 20 years of creditable
service, the COLA will go into
effect on July 1 after one calendar
year following the unreduced
retirement eligibility date.

Exceptions to COLA Effective

Cost-of-Living Adjustment
(COLA) in Retirement

The Cost-of-Living Adjustment
(COLA) matches the first 2%
increase in the Consumer Price
Index for all Urban Consumers
(CPI-U) and half of any additional
increase (up to 2%), for a
maximum COLA of 3%.

Eligibility:
Same as Plan 1.

Exceptions to COLA Effective

Cost-of-Living Adjustment
(COLA) in Retirement
Defined Benefit Component:
Same as Plan 2.

Defined Contribution

Component:
Not applicable.

Eligibility:
Same as Plan 1 and Plan 2.
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F.

Pensions (continued)

Dates:

The COLA is effective July 1

following one full calendar year

(January 1 to December 31) under

any of the following

circumstances:

* The member is within five years
of qualifying for an unreduced
retirement benefit as of January
1,2013.

* The member retires on disability.

* The member retires directly from
short-term or long-term disability
under the Virginia Sickness and
Disability Program (VSDP).

* The member is involuntarily
separated from employment for
causes other than job
performance or misconduct and
is eligible to retire under the
Workforce Transition Act or the
Tra