TOWN OF CULPEPER, VIRGINIA

COMPREHENSIVE ANNUAL FINANCIAL REPORT

FISCAL YEAR ENDED JUNE 30, 2018

TREASURER’S OFFICE



TOWN OF CULPEPER, VIRGINIA
TABLE OF CONTENTS

INTRODUCTORY SECTION
Letter Of TransSmittal.........coiiiiiiiiinee ettt ettt sttt b et be bbb e
Certificate of Achievement for Excellence in Financial Reporting..........c..ccocvvveevecenienieniecenenenieennennen
Directory of Principal OffiCials........coevuiiieieiiiiiicicieieseetctee ettt ettt ae b eeesnan
OrganizatioNal CRATT ...........c.coiiuevieieiitiieeeeeees ettt ettt et e s teebe st e b eseebe st esbesseseebesbesseseesessessessesesses
FINANCIAL SECTION
Independent AUItOr’s REPOTT.......ccoeuiieiriiririeieieisieteeeeste ettt s s se st ss s seesessessennesessens
Management’s DiSCUSSION and ANALYSIS .......cccveeeiiiiriereeriiisieeeeeeresteeee e ere st essere e sbesseseeseesessessessesens

BASIC FINANCIAL STATEMENTS

Government-Wide Financial Statements

Exhibit 1 Statement OF NEt POSIHION .......veveueiiiiiiiieeceeeeeeeeeee ettt e vt saee st essseesneesneesans
Exhibit 2 SEALEINENE OF ACTIVITIES. ... eveeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeseeeesseeseseesereesaseeessneesaneesane

Fund Financial Statements

Exhibit 3 Balance Sheet — Governmental Funds...........cc.ccovivivieieiiiniiieiccsceeeeeeee e
Exhibit 4 Reconciliation of the Governmental Funds Balance Sheet to the

Statement Of NEt POSILION .........ccveieiriiieieirieieeeeeeiee ettt ese s
Exhibit 5 Statement of Revenues, Expenditures, and Changes in

Fund Balances — Governmental Funds..............c.cccovevveieininiiieicinceeeceeeeeenne
Exhibit 6 Reconciliation of the Statement of Revenues, Expenditures,

and Changes in Fund Balances to the Statement of ACtiVities .........ccceceeereeriruecnnene.
Exhibit 7 Statement of Net Position — Proprietary Funds...........ccceevevevieeecieneneceeieeseeeenn
Exhibit 8 Statement of Revenues, Expenses, and Changes in Fund

Net Position — Proprietary FUNdS..........ccocoveieeiniininieieineseeeeeeeeeese st
Exhibit 9 Statement of Cash Flows — Proprietary Funds...........ccccveeeevivevieveeinineeeeeesieeeeenns
Exhibit 10  Statement of Fiduciary Net Position — Agency Fund ...........cccccoevviviviieeiincieeenee,

Notes to Financial StatemMENtS. ........ccvecveviriirierieieirieieeetsesetee et ssetesessessessessesessessessessesessessessesessens

REQUIRED SUPPLEMENTARY INFORMATION

Exhibit 11~ Schedule of Revenues, Expenditures, and Changes in Fund Balance —

Budget and Actual — General Fund............coceevvinieieiininieieieeseeeeeeeeeeene
Exhibit 12 Schedule of Changes in Net Pension Liability and Related Ratios.............cccveueene.
Exhibit 13 Schedule of Pension CONtribULIONS ..........cceeeeeveeerieeeririeirieeeieieeeieeseeeeeee e
Exhibit 14  Schedule of Changes in Net OPEB Liability and Related Ratios ..........ccccccveuenennce
Exhibit 15  Schedule of Employer’s Share of Net OPEB Liability..........cccccveinnenneinecninenene
Exhibit 16 ~ Schedule of OPEB CONtribULiONS..........ceoieueieieirieeeieeeteieerieie et

Notes to Required Supplementary INformation............c.eceververiecieeinenienieieeseseeeesese e e s



TOWN OF CULPEPER, VIRGINIA

TABLE OF CONTENTS
(Continued)

OTHER SUPPLEMENTARY INFORMATION

Page
Combining Fund Statements and Schedules — Fiduciary Fund
Exhibit A-1  Statement of Changes in Assets and Liabilities — Agency Fund — Parking Authority .............c........ 74
Discretely Presented Component Units — Industrial Development Authority
Exhibit A-2  Balance Sheet — Governmental FUNG...........ccooeiioiiiicie e 75
Exhibit A-3  Statement of Revenues, Expenditures, and
Changes in Fund Balance — Governmental FUNG............cccoeiiiiiiiiiiccccee e 76
STATISTICAL SECTION
Table 1 Net POSITION DY COMPONENT ..ottt bbbttt 78
Table 2 Changes in Net Position by COMPONENT..........cciiieiiiicrce e s 79
Table 3 Fund Balances — GOVErNMENTAl FUNGS ..........cciiiiirieeiiseeeessesie et 80
Table 4 Changes in Fund Balances — GOVErnmental FUNS. ..o s 81
Table 5 Assessed Value and Actual Value of Taxable Property.......cccccvviiiciiieneicie e e 82
Table 6 Direct and Overlapping Property TaX RAES........ccccvcivieiiiiiiieisieesesee et 82
Table 7 PriNCIpal PrOPErtY TaXPAYEIS. .....cveueueriirirerieteseisesistetesee st ss bt se s sb b es e es bbb e s bbb ese e e bt 83
Table 8 Property Tax Levies and COIECTIONS...........c.ceiiiiieiceiseeeee e 84
Table 9 Ratios of Outstanding DeDt DY TYPE ...ccucvcieeceieee e seenen 85
Table 10  Ratios of General Bonded Debt OQULSTANTING .......covvviveiriiriiiieieier s 85
Table 11 Legal Debt Margin INFOrMEatioN............c.oiiiiiiieicei e 86
Table 12 Pledged REVENUE COVEIAJE .....ccvcviieiiiiieeciesiesieesiestestesae e s e stesaesessestesteseesestestessesessessesessessessessenessessessensenes 87
Table 13 Demographic and ECONOMIC STALISICS ........cciviieiiieiicciscise et 88
Table 14 PrinCIPal EMPIOYELS ..ottt 89
Table 15  Full-Time Equivalent Town Government Employees by FUNCEION...........cccoiieiiinniccceccs 90
Table 16  Operating INdicators DY FUNCLION ...........ciiiiiiiciciseese et 91
Table 17 Capital Asset Statistics DY FUNCHION ........cooiiiiiiiiiicc s 92
COMPLIANCE SECTION
Schedule 1 Schedule of Expenditures of Federal AWAITS ..........ccoceviiiiriiieiesie st eens 94
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 AUItING STANCAITS .........c.ciiiirieice ettt 95
Independent Auditor’s Report on Compliance for Each Major Program and on Internal Control
Over Compliance Required by the Uniform GUIJANCE............ceiriiriiieiiiieeeie e 97
SUMMAry OF COMPIIANCE MAIETS.........cuiiiiieieieiei bbbttt eb e 99
Schedule of Findings and QUESTIONEA COSES..........ciueiieiiiiieiesie st s aesesresresresee e e e ssesreseeeenens 100

Summary Schedule of Prior Year AUdit FINAINGS ...t 102



INTRODUCTORY SECTION




TOWN oF CULPEPER

TREASURER'’S OFFICE

400 S. Main St., Suite 109 « Culpeper, VA 22701
(540) 829-8220 « FAX (540) 829-8239
www.culpeperva.gov

November 20, 2018
To The Citizens of the Town of Culpeper:

In accordance with local ordinances and state statues, the Town of Culpeper hereby submits the audited
Comprehensive Annual Financial Report (CAFR) on its financial position and activities for the fiscal year ended
June 30, 2018. This report was audited by the independent certified public accounting firm of Brown Edwards &
Company, and the responsibility for both the accuracy of the data, and the completeness and fairness of the
presentation, including all disclosures, rests with the Town’s management. To the best of our knowledge and
belief, the enclosed data is accurate in all material aspects and reported in a manner that presents fairly the
financial position and results of operations of the Town’s various funds, and component units. All necessary
disclosures have been included to enable the reader to gain an understanding of the financial activities of the
Town.

GAAP requires that management provide a narrative introduction, overview, and analysis to accompany the basic
financial statements in the form of Management’s Discussion and Analysis (MD&A). This letter of transmittal is
designed to complement the MD&A and should be read in conjunction with it. The Town’s MD&A can be found
immediately following the independent auditor’s report.

THE REPORTING ENTITY AND SERVICES PROVIDED

The financial reporting entity includes all funds of the Town as well as its component units. Component units are
legally separate entities for which the primary government is financially accountable. Discretely presented
component units are reported in separate columns in the combined financial statements to emphasize that they are
legally separate from the primary government and to differentiate their financial position, results of operations and
cash flows from those of the primary government. The Industrial Development Authority is the only discretely
presented component unit of the Town.

The Town of Culpeper provides a full range of services to its citizens including government administration; police
protection; sanitation; the construction and maintenance of highways, streets, and infrastructure; general
engineering; and planning and community development. In addition, the Town contributes to volunteer fire and
rescue departments, economic and tourism development programs, cultural events, recreational activities and
other civic and community service non-profit organizations. The Town also operates and manages electric, water,
and sewer utilities, that serve in excess of 8,000 customers.



ECONOMIC CONDITION AND OUTLOOK

Population growth continues within the Town, and after a brief decline in the growth rate, it has resumed at a rate
that exceeds the State average, as evidenced by continued residential development in 2017 and 2018. The Town
is positioned in the D.C./Northern Virginia growth ring with a forecasted steady population increase during the
next two decades. This growth trend is changing the face of the Town to that of a regional marketing area and
commuter-oriented town. Culpeper is recognized regionally and statewide as a healthy and growing market, and
has taken economic development initiatives to promote prospective commercial development properties and
incentivize residential apartment development in the downtown business district. —Recent growth and
development shows that new opportunities exist for businesses that have located in or are considering building in
the area. The unemployment rate for Culpeper is low at 3.0%, which is below both the Virginia Statewide rate
(3.3%) and the national rate (4.2%) as of June 2018.

With these conditions, the overall outlook for the Town is strong. The Town has a strong tourism presence, and is
able to rely on related taxes (i.e., lodging and meals) as sources of revenues to support the Governmental Fund
budget. The Town continues to face challenges addressing the demands from a growing population, including
improvements to capital infrastructure, utilities and quality of life services, such as public safety, transportation
and recreational facilities. Several projects were completed in 2018, with more ongoing into 2019 to meet these
needs, and are discussed in this narrative.

MAJOR INITIATIVES IN FY18

FY18 brought a continued focus on improvements to the Town operations and the continuing focus on planning
for the future of our growing community. The following either began or continued during this past fiscal year:

o Culpeper 20/20 Strategic Vision Plan — The Culpeper 20/20 Strategic Vision Plan was created from a
2010 project to incorporate public input towards the development of a plan for Town development and
improvements. The plan examined multiple areas of focus, and is updated annually as progress is made,
and needs are re-assessed. The plan was last updated in 2017, and is currently being updated in 2018.
The current area of focus in on the recently adopted Downtown Masterplan, and bringing this vision to
completion. A complete copy of the Culpeper 20/20 Strategic Vision Plan can be found on the Town
website.

e  Dam Rehabilitation and Improvements — In FY'15, the Town received $10.7 million in grant monies from
the Natural Resources Conservation Service (NCRS) to complete the planning, design and construction
work necessary to upgrade the Lake Pelham and Mountain Run Lake dams to be able to pass the design
storm event for high hazard dams. In FY17, the Town received an additional matching grant from the
Virginia General Assembly through the Department of Conservation and Recreation in the amount of
$2.9 million. Upgrades to the Lake Pelham and Mountain Run Lake dams were required because of
changes in Virginia dam safety regulations and a as a requirement of the Town’s conditional operating
permits for both dams. Construction has been underway since 2017 and will be completed in the spring
of 2019.

o  Groundwater Development — Construction to connect three additional potable water wells into the water
system was completed in FY18. These wells, along with three others previously completed, serve as a
supplemental and emergency water supply for the community

o FElectrical Infrastructure — Light and Power has continued the replacement of old poles, wires and
underground infrastructure throughout the Town. The long term mapping of the entire electric system is
continually being updated which will tie into the Automatic Meter Reading System for outage reporting.
New energy-efficient LED street lighting fixtures were installed throughout Town, with the final phase of
the LED lighting project to be completed in FY 19.
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MAJOR INITIATIVES IN FY18 (Continued)

Rockwater Park — In FY 18, Rockwater Park opened with 32 acres of green space, a picnic pavilion,
restrooms, parking and one mile of walking trails. Future park improvements to be completed during
FY19 include a disc golf course, splash park and fitness course, along with an additional trail to connect
the park to a nearby hospital complex and residential community.

Elevated Water Tank — A 400,000 elevated water tank was constructed on the south end of Town,
bringing needed improvements to fire flow and water service in this area. Funding in the amount of
$1,500,000 (of a total project cost of approximately $1,850,000) was provided by a developer and an
existing senior housing residential complex.

ERP implementation — The Town continues working on a multi-year project to implement a new
enterprise resource planning (ERP) system to replace its outdated legacy financial and business
management software. The project began in FY16, and to date the Town has implemented the following
modules; General Ledger, Accounts Payable, Permitting, Business License, Cashiering and Human
Resources/Payroll. The final phase to implement the Taxes and Utility Billing modules has begun, and is
anticipated for final completion in 2019.

TOWN AWARDS AND ACHIEVEMENTS

Directors Award — The Culpeper Water Treatment Plant maintained the Partnership for Safe Water’s
Directors Award for 2017, for the staff’s outstanding achievement in maintaining Phase III status, and
their commitment in protecting the public and community health. The Plant received its Award in
February 2018. The Partnership continues to make its optimization resources and benefits available to a
growing number of utilities including water distribution systems, groundwater treatment plants, and
wastewater treatment facilities.

Lake Pelham Adventures — Due to the overwhelming success of Lake Pelham Adventures, the Town
received a Bronze 2018 Governor’s Environmental Excellence Award for the public access to waterways
category. This public/private partnership was well used during the 2017 season with approximately 7,000
rentals.

Trolley Tour Campaign — The Town received the 2017 VIRGO Award for the category of Niche Tourism
— Cultural/Heritage from the Virginia Association of Destination Marketing Organizations for the Trolley
Tour Campaign. The Town Tourism department, in coordination with local historical, recreation,
agricultural and civic organizations, organizes trolley tour events taking visitors to local attractions using
a regional transport Trolley bus.

Virginia Association of Chief of Police (VACP) Chiefs Challenge Award — The Culpeper Police
Department earned 2nd Place in the VACAP Chief Challenge Award in FY18 at the annual VACAP
Conference. These awards are given to agencies that exemplify outstanding traffic safety initiatives in
their respective communities. The agency must prove through traffic and pedestrian enforcement, motor
vehicle crash investigation, and traffic enforcement campaigns that motorist and pedestrian safety is
paramount in our community. In addition, the Culpeper Police Department was recognized for its
commitment and use of technology, being awarded a Special Award in Technology in relation to traffic
and pedestrian safety.
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TOWN AWARDS AND ACHIEVEMENTS (Continued)

o Certificate of Achievement for Excellence in Financial Reporting - The Government Finance Association
of the United States and Canada (GFOA) awarded the Certificate of Achievement for Excellence in
Financial Reporting to the Town of Culpeper for the fourteenth consecutive year for its Comprehensive
Annual Financial Report for the fiscal year ended, June 30, 2017. The Certificate of Achievement is the
highest form of recognition in the area of governmental accounting and financial reporting, and its
attainment represents a significant accomplishment by a government and its management. In order to be
awarded a Certificate of Achievement, a government unit must timely publish an easily readable and
efficiently organized comprehensive annual financial report, whose contents conform to program
standards. Such reports must easily satisfy both generally accepted governmental accounting principles
and applicable legal requirements.

LONG -TERM FINANCIAL PLANNING

Capital Improvements Plan

The Town updates its Capital Improvements Plan (CIP) on an annual basis, which is approved by the Planning
Commission and Town Council. The CIP is developed with the intention to preserve, maintain and improve the
Town’s stock of public facilities, such as roads, bridges, parks and utilities. The CIP provides a mechanism for
estimating future capital requirements, planning and scheduling projects, developing revenue policy for future
improvements, budgeting high-priority projects, and informing the public of anticipated capital improvements.
While the CIP provides the basis for the next fiscal year capital budget, it also serves as the framework for capital
spending over the subsequent five-year period.

Enterprise Fund Planning

Additionally, the Town maintains a model for enterprise fund finances projecting fifteen years into the future.
This model includes anticipated future capital needs for growth, and replacement of existing facilities, as well as
projected operating revenues and normal operating costs, debt service and cash flows.

Bond Credit Rating
The Town continues to maintain a credit rating of Aa2 from Moody’s as well as an AA credit rating from
Standards & Poor’s.

ACCOUNTING SYSTEM, INTERNAL CONTROLS AND BUDGETARY CONTROLS

The Town Finance Division/Treasurer’s Office maintains the Town financial policies and operations, and
provides support to Town departments and Town staff in all aspects of Finance. The staff is committed to
achieving a high standard of service while managing the Town’s finances in accordance with established
accounting standards, and Town Code and policies.

Staffing
The Town Director of Finance/Town Treasurer reports directly to the Town Manager. The Finance/Treasurer’s

department handles tax billing and collections, utility billing and collections, payroll, accounts payable and
financial analysis and reporting.

Internal Controls

Internal controls are a critical component of the Finance/Treasurer’s department, and all segments of operations
Town-wide are continually under review. Proper internal accounting controls exist to provide reasonable, but not
absolute, assurance for both the safekeeping of assets and the fair presentation of the financial statements. The
concept of reasonable assurance recognizes that: (a) the cost of controls should not exceed the benefits likely to be
derived, and (b) the evaluation of costs and benefits requires estimates and judgments by management. Necessary
improvements are implemented to maintain our fiduciary responsibility as stewards of the Town’s assets, while
also streamlining processes so we can provide a responsive level of service to the Town citizens and employees.
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ACCOUNTING SYSTEM, INTERNAL CONTROLS AND BUDGETARY CONTROLS (Continued)

Budgetary Controls

The Town prepares an annual budget for operating expenditures, and as previously referenced, a capital budget
based on the CIP. The annual budget is prepared by management and then reviewed and approved by Town
Council before the start of each fiscal year. The Town reviews and controls sp ending both at the organization
level and the department level. All spending is subject to Town Manager and Finance Director/Town Treasurer
approval at designated thresholds, and expenditures are reported monthly to Town Council for their review and
approval. Further, Town Directors are responsible for budget control within their areas of responsibility.
Controlling expenditures at multiple levels strengthens overall budgetary and spending controls.

OTHER INFORMATION

Independent Audit

Virginia law requires that the financial statements of the Town be audited by a Certified Public Accountant (or
alternatively, by the Auditor of Public Accounts) selected by Town Council. An annual audit of the
Comprehensive Annual Financial Report has been performed by Brown Edwards & Company, L.L. P. Their
audit was conducted in accordance with generally accepted auditing standards; the standards applicable to
financial audits contained in Government Auditing Standards, issued by the Comptroller General of the United
States; and Specifications for Audit of Counties, Cities, and Towns, issued by the Auditor of Public Accounts of
the Commonwealth of Virginia. The auditor’s report, which includes their opinion on the financial statements of
various funds and account groups of the Town is contained in this report on page one of the Financial Section.
Other auditor’s reports are included in the Compliance Section.

Acknowledgments

The preparation of the Comprehensive Annual Financial Report is partly outsourced, with contributions provided
by the dedicated service of the Finance Division/Treasurer’s Office staff. I sincerely appreciate the efforts of staff
towards the preparation of this report. I also wish to thank the Town Council, Town Manager, and Town -wide
department staff for their support and continued interest creating a strong financial basis for the Town and its
citizens. This report is available to the public via the Town’s website located at www.culpeperva.gov.
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INDEPENDENT AUDITOR’S REPORT

To the Honorable Members of the Town Council
Town of Culpeper, Virginia
Culpeper, Virginia

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the
business-type activities, the discretely presented component unit, each major fund, and the aggregate
remaining fund information of the Town of Culpeper, Virginia (the “Town”) as of and for the year
ended June 30, 2018, and the related notes to the financial statements, which collectively comprise the
Town’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, the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States, the Specifications for Audits of Counties, Cities,
and Towns, and the Specifications for Audits of Authorities, Boards, and Commissions 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.

1
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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
discretely presented component unit, each major fund, and the aggregate remaining fund information of
the Town, as of June 30, 2018, 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.

Change in Accounting Principle

As described in Note 18 to the financial statements, in 2018 the Town adopted new accounting
guidance, GASB Statement No. 75, Accounting and Financial Reporting for Postemployment Benefits
Other Than Pensions. Our opinion is not modified with respect to this matter.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis and other required supplementary information, as listed in the
table of contents, 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’s basic financial statements. The introductory section, other
supplementary information, and statistical section 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 Title 2 U.S. Code of Federal Regulations
(CFR) Part 200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements for
Federal Awards (Uniform Guidance), and is also not a required part of the basic financial statements.

The other supplementary information and the schedule of expenditures of federal awards 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 other supplementary information and the schedule of
expenditures of federal awards 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
November 20, 2018 on our consideration of the Town’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 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
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’s internal

control over financial reporting and compliance.
é@m | s ’éxya-?, 4.4 7P
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MANAGEMENT’S DISCUSSION AND ANALYSIS

As management of the Town of Culpeper, Virginia (the “Town”), we offer readers of the Town’s financial
statements this narrative overview and analysis of the financial activities of the Town for the fiscal years ended
June 30, 2018 and 2017. We encourage readers to consider the information presented here in conjunction with
additional information that we have furnished in our letter of transmittal, which can be found on pages i through v of
this report.

Financial Highlights

e The Town’s assets plus deferred outflows of resources exceeded its liabilities plus deferred inflows of
resources for all funds at the close of the fiscal year ended June 30, 2018 by $114,800,032 (net position)
(Exhibits 1 and 2), an increase of $13,709,279, or 13.6%, from the prior year. Of the current year amount,
$26,140,327 is unrestricted and may be used to meet the Town’s ongoing obligations to its citizens and
creditors.

e At the end of the fiscal year ended June 30, 2018, the Town’s governmental funds reported an ending fund
balance of $15,637,389 (Exhibit 3), an increase of $2,394,727, or 18.1%, from the prior year (Exhibit 5).
The unassigned fund balance went up by $3,892,586, or 57.1% from the prior year to $10,711,025. This
amount is available for spending at the government’s discretion.

e The Town incurred expenditures of approximately $13.7 million for ongoing and completed Water Fund
capital projects to increase water supply capacity by connecting new wells to the distribution system,
improve water service and fire flow by constructing a new elevated water tank, and making rehabilitation
improvements to the dams at Lake Pelham and Mountain Run Lake.

Overview of the Financial Statements

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

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

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

The statement of activities presents information showing how the Town’s net 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 related cash flows. Thus, revenues and expenses are
reported in this statement for some items that will only result in cash flows in future fiscal periods (e.g.,
uncollected taxes and earned but unused vacation leave).

Both of the government-wide financial statements distinguish functions of the Town that are principally
supported by taxes and intergovernmental revenues (governmental activities) from other functions that are
intended to recover all or a significant portion of their costs through user fees and charges (business-type
activities). The governmental activities include general government, public safety, public works, parks,
recreation, and cultural, and community development. The business-type activities are the water,
wastewater, and electric funds.
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Overview of the Financial Statements (Continued)

Fund Financial Statements — A fund is a grouping of related accounts that is used to maintain control over
resources that have been segregated for specific activities or objectives. The Town, like other state and local
governments, uses fund accounting to ensure and demonstrate compliance with finance-related legal
requirements. All of the funds of the Town can be divided into two categories: governmental funds and
proprietary funds.

Governmental Funds — Governmental funds are used to account for essentially the same functions reported
as governmental activities in the government-wide financial statements. However, unlike the government-
wide financial statements, governmental fund financial statements focus on near-term inflows and outflows
of spendable resources, as well as on balances of spendable resources available at the end of the fiscal year.
Such information may be useful in evaluating a government’s near-term financing requirements.

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

The Town maintains three individual governmental funds. Information is presented in the governmental
fund balance sheet and in the governmental fund statement of revenues, expenditures, and changes in fund
balances for the general fund, which is considered a major fund and for the cemetery perpetual care fund
and cemetery permanent fund, which are considered non-major funds.

The Town adopts an annual appropriated budget for its general fund. A budgetary comparison statement
has been provided for the general fund to demonstrate compliance with this budget (see Exhibit 11 in the
accompanying financial statements).

Proprietary Funds — The Town maintains three proprietary funds. Enterprise funds are used to report the
same functions presented as business-type activities in the government-wide financial statements. The
Town uses enterprise funds to account for its water, wastewater, and electric operations.

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

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.

Other Information — In addition to the basic financial statements and accompanying notes, this report also

presents certain required supplementary information concerning the Town’s funding progress for the
defined benefit pension plan and other post-employment benefits.
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Government-Wide Financial Analysis

The Town’s Net Position

Governmental Business-Type
Activities Activities Total
2018 2017 2018 2017 2018 2017

Current and other assets $ 17,019,404 $ 15,902,380 $ 25,609,688 $ 26,588,447 $ 42,629,092 $ 42,490,827
Capital assets 54,381,300 54,627,716 75,673,685 63,591,899 130,054,985 118,219,615

Total assets 71,400,704 70,530,096 101,283,373 90,180,346 172,684,077 160,710,442
Deferred outflows — Pensions 755,725 1,274,772 288,812 499,416 1,044,537 1,774,188
Deferred outflows - OPEB 60,681 - 24,187 - 84,868 -
Deferred amount on refunding 332,261 367,324 943,697 1,023,621 1,275,958 1,390,945

Total deferred outflows of

resources 1,148,667 1,642,096 1,256,696 1,523,037 2,405,363 3,165,133

Long-term liabilities 20,979,555 22,234,335 32,483,520 34,566,249 53,463,075 56,800,584
Current liabilities 1,073,954 2,379,587 4,829,005 3,519,395 5,902,959 5.898,992

Total liabilities 22,053,509 24,613,932 37,312,525 38,085,644 59,366,034 62,699,576
Deferred inflows - Pensions 605,843 61,250 231,531 23,996 837,374 85,246
Deferred inflows - OPEB 62,025 - 23,975 - 86,000 -

Total deferred inflows of

resources 667,368 61,250 255,506 23,996 923,374 85,246

Net position

Net investment in capital assets 40,487,615 41,387,460 46,875,816 32,641,915 87,363,431 74,029,375

Restricted 1,296,274 1,811,790 - - 1,296,274 1,811,790

Unrestricted 8,044,105 4,297,760 18,096,222 20,951,828 26,140,327 25,249,588

Total net position 49,827,994 47,497,010 64,972,038 53,593,743 114,800,032 101,090,753
Adjustment for adoption of
GASB No. 75 (see Note 18) (1,363,440) - (555,984) - (1,919,424)

Total net position (2017 restated) $ 49,827,994 $ 46,133,570 $ 64,972,038 $ 53,037,759 $114,800,032 $ 99,171,329

At the end of the current fiscal year, the Town is able to report positive balances in all categories of net position. A
discussion of FY18 activities and results are on the subsequent pages of this MD&A section.

A significant portion of the Town’s net position, $87,363,431 (76.1%) reflects net investment in capital assets,
which provide services to its citizens; consequently, these assets are not available for future spending. Of the
remaining components of net position, $26,140,327 (22.8%) reflects unrestricted net position, which may be used
towards the Town’s ongoing obligations to its citizens and towards debt service obligations to its creditors.
Restricted net position, $1,296,274 (1.1%) are amounts legally reserved for specific purposes, such as the
cemetery permanent and perpetual care funds, unspent grant proceeds and unspent police asset seizure funds.
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Government-Wide Financial Analysis (Continued)

Revenues
Program revenues
Charges for services
Operating grants and
contributions
Capital grants and
contributions
General revenues
Property taxes
Other taxes
Intergovernmental revenue,
unrestricted
Investment earnings,
unrestricted
Other

Total revenues

EXxpenses
General government
Public safety
Public works
Parks, recreation, and

cultural

Community development
Interest on long-term debt
Water
Wastewater
Electric

Total expenses

Excess (deficiency) before
transfers
Transfers

Change in net position

The Town’s Changes in Net Position

Net position, 2018 Beg restated 46,133,570

(see Note 18)
Net position — June 30

Governmental Business-Type
Activities Activities Total

2018 2017 2018 2017 2018 2017
$ 1,162,488 $ 1,056,271 $23,001,953 $21,935,287 $ 24,164,441 $22,991,558
2,355,582 2,377,321 15,597 29,542 2,371,179 2,406,863
2,285,924 365,253 10,846,873 994,049 13,132,797 1,359,302
3,814,435 3,334,858 - - 3,334,858 3,334,858
8,299,761 7,920,396 - - 7,920,396 7,920,396
285,596 230,933 - - 230,933 230,933
117,859 45,754 242,858 127,950 360,717 173,704
92,164 50,079 13,212 92,164 63,291
18,413,809 15,380,865 34,107,281 23,100,040 52,521,090 38,480,905
1,813,136 2,118,903 - - 1,813,136 2,118,903
5,279,682 5,392,894 - - 5,279,682 5,392,894
5,378,213 5,381,340 - - 5,378,213 5,381,340
777,456 727,557 - - 777,456 727,557
1,688,724 1,443,117 - - 1,688,724 1,443,117
390,139 323,497 - - 390,139 323,497
- - 5,256,395 4,074,774 5,256,395 4,074,774
- - 5,055,057 5,345,589 5,055,057 5,345,589
- - 11,253,585 10,939,680 11,253,585 10,939,680
15,327,350 15,387,308 21,565,037 20,360,043 36,892,387 35,747,351
3,086,459 (6,443) 12,542,244 2,739,997 15,628,703 2,733,554
607,965 611,435 (607,965) (611,435) - -
3,694,424 604,992 11,934,279 2,128,562 15,628,703 2,733,554
46,892,018 53,037,759 51,465,181 99,171,329 98,357,199

$49,827,994

$47,497,010 $64,972,038 $53,593,743 $ 114,800,032 $101,090,75
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Expenses — Governmental Activities, year ended June 30, 2018

H General Government H Public Safety M Public Works

H Parks, Recreation, and Cultural @ Community Development M Interest on Long Term Debt

Revenues by Source — Governmental Activities, year ended June 30, 2018

12.8%
m Charges for Services m Operating Grants and Contributions = Capital Grants and Contributions

m Property Taxes = Other Taxes = Intergovernmental

m |[nvestment Earnings and Other
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Expenses and Program Revenues — Business-Type Activities, year ended June 30, 2018

o -
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Financial Analysis of the Government’s Funds

As noted earlier, the Town uses fund accounting to ensure and demonstrate compliance with finance-related legal
requirements.

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

At June 30, 2018, the Town’s governmental funds (Exhibit 5) reported an ending fund balance of $15,637,389, an
increase of $2,394,727 in comparison with the end of the prior year. Approximately 68% of this total amount, or
$10,711,025, constitutes unassigned fund balance, which is available for spending at the Town’s discretion. The
remainder of fund balance is non-spendable, restricted, or assigned to indicate that it is not available for new
spending because it has already been designated for other uses.

As a measure of the governmental fund’s liquidity, it may be useful to compare both unassigned fund balance and
total fund balance to total fund expenditures. Unassigned fund balance and total fund balance at June 30, 2018
represents 63.6% and 93.0% of total governmental fund expenditures, respectively.

The Town’s general fund balance increased $2,330,948 in FY2018, primarily due to the following; higher tax
revenues than budgeted, higher investment earnings due to rising interest rates and a focus towards longer term
investments, and lower spending than budgeted for public works maintenance performed during the year.

Proprietary Funds — The Town’s proprietary funds provide detailed information to demonstrate that fees charged
for services are sufficient to cover the expenses to provide those services.

Unrestricted net position of the water fund (Exhibit 7) at June 30, 2018 was $8,717,075; the wastewater fund
equaled $5,521,039; and the electric fund amounted to $3,858,108. The total increase in net position for the year
ended June 30, 2018 was $11,934,279 (Exhibit 8), primarily due to tap fee revenues and contributed water and sewer
assets from developers.

General Fund Budgetary Highlights

Differences between the original expenditure budget and the final amended budget was a total increase of
$4,538,466. Highlights of amendments, primarily due to amounts carried forward to FY18 from FY17 are as
follows:
e Approximately $440,000 for various department operating expenditures relating to projects not completed
before the end of the prior fiscal year;
e Approximately $600,000 for new capital projects related to land acquisition, IT server replacements and
road improvements approved by Town Council during FY18.
e Approximately $2.0 million for the Route 229 Widening project, pending the final VDOT close-out in
FY18;
e Approximately $1.4 million for various other incomplete prior year capital projects.

Differences between the amended budget and actual results amounted to a positive variance of approximately $1.8
million (Exhibit 11). Highlights are:

e Various General Fund capital projects budgeted were not completed during FY 18, creating a positive budget
variance, with approximately $5.5 million carried forward to FY19;

e The Public Works departments had a positive budget variance of approximately $960,000 and Public Safety
had a positive budget variance of approximately $220,000, while other departments also show positive
budget variances ranging up to approximately $70,000. Approximately $710,000 of these amounts
represented unfinished projects and was carried forward to FY19.
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Capital Asset and Debt Administration

Capital Assets — The Town’s investment in capital assets for its governmental and business-type activities as of
June 30, 2018, amounts to $130,054,985 (net of accumulated depreciation) (Note 6). This includes land,;
construction in progress; buildings and system improvements; and machinery, equipment, and infrastructure. The
total increase in the investment in capital assets for the current fiscal year was 10% (a 0.5% decrease for
governmental activities, offset by a 19% increase for business-type activities).

The Town'’s Capital Assets

Governmental Business-Type
Activities Activities Total
2018 2017 2018 2017 2018 2017
Land $ 4308646 $ 4,308646 $ 1601469 $ 2669500 $ 5,910,115 $ 6,978,146
Buildings and improvements 26,072,166 23,992,441 102,627,577 102,846,404 128,699,743 126,838,845
Machinery and equipment 8,712,841 8,546,465 10,978,977 10,343,763 19,691,818 18,890,228
Infrastructure 62,424,343 61,228,030 8,848,943 833,519 71,273,286 62,061,549
Construction in progress 67,554 1,219,731 13,085,108 8,124,149 13,152,662 9,343,880

Less accumulated depreciation  (47,204,250)  (44,667,597)  (61,468,389)  (61,225,436) (108,672,639) (105,893,033)

Total $ 54,381,300 $ 54,627,716 $ 75,673,685 $ 63,591,899 $130,054,985 $118,219,615

Major capital asset events during the current fiscal year included the following:

e Ongoing rehabilitation improvements to the Lake Pelham and Mountain Ram dams, with the construction
started in FY18 and scheduled for completion in the spring of 2019, at an estimated total cost of $16.5
million. The Town has secured Federal and State grant funding towards these projects of approximately
$14.5 million. Approximately $7.7 million of project costs were incurred during FY'18.

o Developer contributions of road and utility improvements were accepted for various residential development
projects completed, at a total value of approximately $4.6 million. Additionally, developer funding of $1.5
million (of a total project costs of approximately $1,850,000) was received towards the construction of a
new elevated water tank on the south end of Town, bringing needed improvements to fire flow and water
service in this area.

e The Town completed projects to add groundwater supply via the connection of potable water wells to the
water distribution system. Approximately $1.7 million of expenditures were incurred in FY18 to complete
the project.

Additional information on the Town’s capital assets can be found in Note 6 of the accompanying financial
statements.

Long-Term Debt — At the end of the fiscal year ended June 30, 2018, the Town had total debt outstanding of
$44,102,641. This amount is comprised of general obligation (GO) debt backed by the full faith and credit of the
Town government.

The Town’s Outstanding Debt

Governmental Business-Type
Activities Activities Total
2018 2017 2018 2017 2018 2017
General obligation bonds $13,085,389 $14,351,169 $27,606,611 $29,547,831 $40,692,000 $43,899,000
Other obligations payable - - - 44,009 - 44,009
Bond premium 1,140,557 1237,344 2,270,084 2419429 3,410,641 3,656,773
Total $14,225,946 $15,588,513 $29,876,695 $32,011,269 $44,102,641 $47,599,782
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Capital Asset and Debt Administration (continued)

The Town’s total net debt decreased by $3,497,141 or 7.3% during the fiscal year ended June 30, 2018 as a result
of scheduled debt service payments.

The Town has maintained a rating of AA from Standard & Poor’s and Aa2 from Moody’s for its outstanding general
obligation debt. Moody’s credit overview issued in September 2018 states the Town has a robust financial position,
a healthy wealth and income profile, a sizable tax base and mid-ranged debt and pension liabilities.

Additional information on the Town’s long-term debt can be found in Note 8 of the accompanying financial
statements.

Adoption of New GASB Pronouncement

In 2018, the Town adopted GASB Statement No. 75, Accounting and Financial Reporting for Postemployment
Benefits Other Than Pensions. The overall effect of this new standard is to reflect the Town’s long-term other
postretirement benefit (“OPEB™) obligations directly in the financial statements. Under previous accounting
guidance, these amounts were recorded incrementally over time, but were not recognized in their entirety.
Instead, the total liability, which has now been recorded, was only disclosed. The new standard not only changes
certain measurement methodologies, but also requires certain new disclosures and that the Town record a net
OPERB liability directly on the statement of net position. Beginning net position has been restated as discussed in
Note 18, and this has had a significant impact on the Town’s net position. However, because similar information
has been disclosed in prior years, both in the notes to the financial statements and in required supplementary
information, the effect of this new standard is not expected to negatively affect how most governmental entities
are viewed by sophisticated readers of their financial statements. Because information to restate prior years is not
readily available, the prior year comparative information included in this discussion and analysis has not been
restated.

Economic Factors and Next Year’s Budget

o Overall tax receipts have shown increases or remained steady year over year. FY19 budgeted tax
revenues are approx. 6% higher than FY18. Town Council approved reductions in 2 categories of BPOL
rates, offset by an increase in the cigarette tax rate for FY19.

e The rate of building and development activity over the past year has been strong, with increases in both
residential and commercial development in Town. Town Council, effective July 2018, approved a
Downtown Development Area Apartment Incentive Program. This program reduces the Tap Privilege
Assessment Fee for a temporary 3-year period for residential apartments in the downtown area to
encourage development.

e Town Council approved utility rate increases of 2% for FY19 for the Water, Wastewater and Electric
funds.

Requests for Information

This CAFR is designed to provide an overview of the Town’s financial activity and standing, for all those with an
interest in such matters. Questions concerning any of the information provided in this report or requests for
additional financial information should be addressed to:

Howard A. Kartel, CPA

Finance Director/Town Treasurer
Town of Culpeper

400 South Main Street, Suite 109
Culpeper, Virginia 22701
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EXHIBIT 1
TOWN OF CULPEPER, VIRGINIA

STATEMENT OF NET POSITION

June 30, 2018
Discretely Presented
Primary Government Component Unit
Industrial
Governmental Business-Type Development
Activities Activities Total Authority
ASSETS
Cash and cash equivalents (Note 2) $ 8,066,703  $ 8,409,686 $ 16,476,389 77,525
Investments (Note 2) 5,865,315 11,203,918 17,069,233 -
Receivables, net (Note 3) 931,131 2,566,112 3,497,243 -
Notes receivable (Note 3) - - - 954,523
Due from other governmental units (Note 5) 734,309 2,111,642 2,845,951 -
Inventories - 1,083,413 1,083,413 -
Cash and cash equivalents, restricted (Note 2) 1,296,274 135,129 1,431,403 55,755
Prepaids 125,672 99,788 225,460 -
Capital assets: (Note 6)
Nondepreciable 4,376,200 14,686,577 19,062,777 -
Depreciable, net 50,005,100 60,987,108 110,992,208 -
Total assets 71,400,704 101,283,373 172,684,077 1,087,803
DEFERRED OUTFLOWS OF RESOURCES
Deferred outflows related to pensions (Note 12) 755,725 288,812 1,044,537 -
Deferred outflows related to other postemployment benefits (Note 12) 60,681 24,187 84,868 -
Deferred amount on refunding 332,261 943,697 1,275,958 -
Total deferred outflows of resources 1,148,667 1,256,696 2,405,363 -
LIABILITIES
Accounts payable and accrued liabilities 195,397 3,327,552 3,522,949 4,732
Accrued payroll and related liabilities 400,961 97,058 498,019 -
Accrued interest payable 189,716 408,476 598,192 24,921
Bonds and security deposits 287,880 976,940 1,264,820 -
Unearned revenue (Note 9) - - - 7,798
Noncurrent liabilities:
Due within one year (Note 8) 1,944,718 1,834,962 3,779,680 14,912
Due in more than one year (Note 8) 12,986,123 28,308,800 41,294,923 954,522
Net pension liability (Note 12) 4,337,410 1,657,604 5,995,014 -
Net other postemployment benefit liability (Note 12) 1,711,304 701,133 2,412,437 -
Total liabilities 22,053,509 37,312,525 59,366,034 1,006,885
DEFERRED INFLOWS OF RESOURCES
Deferred inflows related to pensions (Note 12) 605,843 231,531 837,374 -
Deferred inflows related to other postemployment benefits (Note 12) 62,025 23,975 86,000 -
Total deferred inflows of resources 667,868 255,506 923,374 -
NET POSITION
Net investment in capital assets 40,487,615 46,875,816 87,363,431 -
Restricted:
Unspent grant proceeds and asset seizure funds 291,723 - 291,723 -
Public safety 47,401 - 47,401 -
Nonexpendable - cemetery perpetual care 847,322 - 847,322 -
Cemetery perpetual care 109,828 - 109,828 -
Unrestricted 8,044,105 18,096,222 26,140,327 80,918
Total net position $ 49,827,994 $ 64,972,038 § 114,800,032 80,918

The Notes to Financial Statements are an integral part of this statement.
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Functions/Programs
Governmental activities:
General government administration
Public safety
Public works
Parks, recreation, and cultural
Community development
Interest on long-term debt
Total governmental activities
Business-type activities:
Water
Wastewater
Electric
Total business-type activities
Total primary government

Component Units:
Industrial Development Authority
Total component unit

TOWN OF CULPEPER, VIRGINIA

STATEMENT OF ACTIVITIES
Year Ended June 30, 2018

Program Revenues

Net (Expense) Revenue and
Changes in Net Position

Primary Government

EXHIBIT 2

Component Unit

Totals
Operating Capital Business- Industrial
Charges for Grants and Grants and Governmental Type Development
Expenses Services Contributions Contributions Activities Activities Total Authority
$ 1,813,136 § 117,936  $ - - $ (1,695,200) $ - $ (1,695,200) $ -
5,279,682 188,458 350,773 - (4,740,451) - (4,740,451) -
5,378,213 366,920 1,994,809 2,285,924 (730,560) - (730,560) -
777,456 461,456 - - (316,000) - (316,000) -
1,688,724 27,718 10,000 - (1,651,006) - (1,651,006) -
390,139 - - - (390,139) - (390,139) -
15,327,350 1,162,488 2,355,582 2,285,924 (9,523,356) - (9,523,356) -
5,256,395 4,562,888 - 10,070,310 - 9,376,803 9,376,803
5,055,057 5,952,387 15,597 776,563 - 1,689,490 1,689,490
11,253,585 12,486,678 - - - 1,233,093 1,233,093
21,565,037 23,001,953 15,597 10,846,873 - 12,299,386 12,299,386
$ 36,892,387 § 24,164,441  $ 2,371,179 13,132,797 (9,523,356) 12,299,386 2,776,030
$ 237,323  § - $ 236,246 - - - - (1,077)
$ 237,323 § - $ 236,246 - - - - (1,077)
General revenues:
Property taxes 3,814,435 - 3,814,435 -
Meals tax 4,257,578 - 4,257,578 -
Sales tax 1,641,902 - 1,641,902 -
Business license tax 1,115,874 - 1,115,874 -
Bank stock tax 431,595 - 431,595 -
Cigarette tax 165,818 - 165,818 -
Hotel and motel room tax 498,669 - 498,669 -
Other local taxes 188,325 - 188,325 -
Intergovernmental revenue, unrestricted 285,596 - 285,596 -
Unrestricted investment earnings 117,859 242,858 360,717 -
Other 92,164 - 92,164 -
Transfers (Note 4) 607,965 (607,965) - -
Total general revenues and transfers 13,217,780 (365,107) 12,852,673 -
Change in net position 3,694,424 11,934,279 15,628,703 (1,077)
NET POSITION AT JULY 1, 2017 AS RESTATED (Note 18) 46,133,570 53,037,759 99,171,329 81,995
NET POSITION AT JUNE 30, 2018 $ 49,827,994 64,972,038 § 114,800,032 § 80,918

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

Cash and cash equivalents

Investments

Receivables, net (Note 3)

Due from other governmental units (Note 5)
Due from other funds

Cash and cash equivalents, restricted

Prepaids

Total assets

LIABILITIES, DEFERRED INFLOWS OF
RESOURCES, AND FUND BALANCES

Liabilities:

Accounts payable and accrued liabilities
Accrued payroll and related liabilities
Bonds and security deposits

Total liabilities
Deferred inflows of resources:
Unavailable revenue (Note 9)
Total deferred inflows of reources

Fund balances: (Note 13)
Nonspendable

Restricted
Assigned

Unassigned
Total fund balances

Total liabilities, deferred inflows of resources,
and fund balances

TOWN OF CULPEPER, VIRGINIA

BALANCE SHEET -
GOVERNMENTAL FUNDS
June 30, 2018

General
Fund

Non-Major Funds

EXHIBIT 3

Total

$ 8,066,703
5,865,315
931,131
734,309
339,124
125,672

8,066,703
5,865,315
931,131
734,309
1,296,274
125,672

$ 16,062,254

17,019,404

$ 195,397
400,961
287,880

195,397
400,961
287,880

884,238

884,238

497,777

497,777

497,177

497,177

125,672
339,124
3,504,418
10,711,025

972,994
448,952
3,504,418
10,711,025

14,680,239

15,637,389

$ 16,062,254

17,019,404

The Notes to Financial Statements are an integral part of this statement.
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EXHIBIT 4
TOWN OF CULPEPER, VIRGINIA

RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET
TO THE STATEMENT OF NET POSITION
June 30, 2018

Total Fund Balances — Governmental Funds $ 15,637,389

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

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

Nondepreciable $ 4,376,200
Depreciable, net 50,005,100
54,381,300
Deferred loss on refundings, discounts, and premiums are reported as expenditures or
revenues in the governmental funds, but are amortized over the life of the debt in the
statement of net position:
Bond premiums total $1,472,818 and accumulated amortization of $332,261. (1,140,557)
Deferred loss on refunding total $467,804 and accumulated amortization of $135,543. 332961
(808,296)
Certain receivables are not available to pay for current-period expenditures and
therefore are deferred in the funds. 497777
Financial statement elements related to other postemployment benefits and pensions are
applicable to future periods and, therefore, are not reported in the funds.
Deferred outflows related to:
Pension 755,725
Other postemployment benefits 60,681
Deferred inflows related to:
Pension (605,843)
Other postemployment benefits (62,025)
Net pension liability (4,337,410)
Net other postemployment benefit liability (1,711,304)
(5,900,176)
Long-term liabilities are not due and payable in the current period and therefore are not
reported in the funds:
General obligation bonds (13,085,389)
Accrued interest payable (189,716)
Compensated absences (704,895)
(13,980,000)

Total Net Position — Governmental Activities $ 49,827,994

The Notes to Financial Statements are an integral part of this statement.
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STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN

TOWN OF CULPEPER, VIRGINIA

FUND BALANCES - GOVERNMENTAL FUNDS

REVENUES
General property taxes
Other local taxes
Permits, privilege fees, and regulatory licenses
Fines and forfeitures
Revenues from use of money and property
Charges for services
Other
Recovered costs
Intergovernmental
Total revenues
EXPENDITURES
Current:
General government administration
Public safety
Public works
Parks, recreation, and cultural
Community development
Capital projects
Debt service:
Principal retirement
Interest and fiscal charges
Total expenditures
Excess of revenues over expenditures
OTHER FINANCING SOURCES
Transfers in (Note 4)
Total other financing sources
Net change in fund balances
FUND BALANCES AT JULY 1, 2017
FUND BALANCES AT JUNE 30, 2018

The Notes to Financial Statements are an integral part of this statement.
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Year Ended June 30, 2018

EXHIBIT 5

Non-Major Funds
Cemetery Cemetery
General Perpetual Permanent
Fund Care Fund Fund Total
$ 3,695916 $ - $ - $ 3,695,916
8,326,712 - - 8,326,712
339,691 - - 339,691
113,085 - - 113,085
353,354 10,889 - 364,243
325,112 - 52,890 378,002
251,708 - - 251,708
2,332,603 - - 2,332,603
2,807,406 - - 2,807,406
18,545,587 10,889 52,890 18,609,366
3,814,621 - - 3,814,621
5,020,076 - - 5,020,076
3,184,690 - - 3,184,690
769,988 - - 769,988
1,570,997 - - 1,570,997
738,983 - - 738,983
1,265,780 - - 1,265,780
457,469 - - 457,469
16,822,604 - - 16,822,604
1,722,983 10,889 52,890 1,786,762
607,965 - - 607,965
607,965 - - 607,965
2,330,948 10,889 52,890 2,394,727
12,349,291 98,939 794,432 13,242,662
$ 14,680,239 $§ 109,828 § 847,322 § 15,637,389




EXHIBIT 6
TOWN OF CULPEPER, VIRGINIA

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES, AND
CHANGES IN FUND BALANCES TO THE STATEMENT OF ACTIVITIES
Year Ended June 30, 2018

Net Change in Fund Balances — Governmental Funds $ 2,394,727

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 are allocated over their estimated useful lives as
depreciation expense. This is the amount by which depreciation expense of $2,695,482
exceeded capital outlays of $2,487,641, including contributed capital of $2,064,713, in
the current period. (207,841)

The sale of capitals results in removing the cost and accumulated depreciation, resulting
in a gain or loss on the sale in the statement of activities.

(38,575)
Revenues in the statement of activities that do not provide current financial resources are
not reported as revenues in the funds. 72,333
Bond proceeds provide current financial resources to governmental funds, but issuing
debt increases long-term liabilities in the statement of net position. Repayment of bond
principal is an expenditure in the governmental funds but the payment reduces long-term
liabilities in the statement of net position. Also, governmental funds report the effect of
premiums, discounts and similar items when debt is first issued, whereas these amounts
are deferred and amortized in the Statement of Activities.
Debt principal repayment $ 1,265,780
Changes in bond premiums 96,787
Changes in loss on refunding (35,063)
1,327,504
Governmental funds report employer pension contributions as expenditures. However, in
the statement of activities the cost of pension benefits earned net of employee
contributions is reported as pension expense.
Employer pension contributions 755,725
Pension expense (560,332)
195,393
Governmental funds report employer other postemployment benefit contributions as
expenditures. However, in the statement of activities the cost of these benefits earned,
net of employee contributions, is reported as other postemployment benefit expense.
Employer other postemployment benefit contributions 60,681
Other postemployment benefit expense (111,447)
(50,766)
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 reported as expenditures in governmental funds.
Change in note receivable (50,000)
Change in compensated absences 46,042
Change in accrued interest payable 5,607
1,649
Change in Net Position — Governmental Activities $ 3,694,424

The Notes to Financial Statements are an integral part of this statement.
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TOWN OF CULPEPER, VIRGINIA

STATEMENT OF NET POSITION —

EXHIBIT 7

PROPRIETARY FUNDS
June 30, 2018
Business-Type Activities — Enterprise Funds
Water Wastewater Electric Total
ASSETS
Current assets:
Cash and cash equivalents $ 2,148,391 § 3,452,718  § 2,808,577 $ 8,409,686
Receivables, net (Note 3) 436,567 550,660 1,578,885 2,566,112
Due from other governmental units (Note 5) 1,640,234 15,597 455,811 2,111,642
Interfund advances receivable (Note 4) 55,995 - - 55,995
Investments 7,713,357 2,493,258 997,303 11,203,918
Inventories 196,058 103,356 783,999 1,083,413
Prepaid expenses 25,251 39,839 34,698 99,788
Total current assets 12,215,853 6,655,428 6,659,273 25,530,554
Noncurrent assets:
Cash and cash equivalents, restricted - - 135,129 135,129
Interfund advances receivable (Note 4) 113,674 - - 113,674
Capital assets: (Note 6)
Nondepreciable 14,350,300 226,424 109,853 14,686,577
Depreciable, net 18,943,406 34,767,685 7,276,017 60,987,108
Total noncurrent assets 33,407,380 34,994,109 7,520,999 75,922,488
Total assets 45,623,233 41,649,537 14,180,272 101,453,042
DEFERRED OUTFLOWS OF RESOURCES
Deferred outflows related to pensions (Note 12) 97,731 80,620 110,461 288,812
Deferred outflows related to other postemployment benefits (Note 12) 8,106 7,771 8,310 24,187
Deferred amount on refunding 5,222 825,252 113,223 943,697
Total deferred outflows of resources 111,059 913,643 231,994 1,256,696
LIABILITIES
Current liabilities:
Accounts payable and accrued liabilities 2,455.313 63,080 809,159 3,327,552
Accrued payroll and related liabilities 31,806 32,580 32,672 97,058
Accrued interest payable 97,982 249,192 61,302 408,476
Customer security deposits 188,745 - 788,195 976,940
Current portion of other long-term debt (Note 8) 489,356 780,025 351,928 1,621,309
Interfund advances payable (Note 4) - - 55,995 55,995
Compensated absences (Note 8) 50,566 77,275 85,812 213,653
Total current liabilities 3,313,768 1,202,152 2,185,063 6,700,983
Noncurrent liabilities:
Other long-term debt (Note 8) 8,173,960 15,904,899 4,176,527 28,255,386
Interfund advances payable (Note 4) - - 113,674 113,674
Compensated absences (Note 8) 12,641 19,319 21,454 53,414
Net pension liability (Note 12) 560,918 462,708 633,978 1,657,604
Net other postemployment benefit liability (Note 12) 233,891 247,158 220,084 701,133
Total noncurrent liabilities 8,981,410 16,634,084 5,165,717 30,781,211
Total liabilities 12,295,178 17,836,236 7,350,780 37,482,194
DEFERRED INFLOWS OF RESOURCES
Deferred inflows related to pensions (Note 12) 78,349 64,629 88,553 231,531
Deferred inflows related to other postemployment benefits (Note 12) 8,078 6,839 9,058 23,975
Total deferred inflows of resources 86,427 71,468 97,611 255,506
NET POSITION
Net investment in capital assets 24,635,612 19,134,437 3,105,767 46,875,816
Unrestricted 8,717,075 5,521,039 3,858,108 18,096,222
Total net position $ 33,352,687 $ 24,655476 § 6,963,875 § 64,972,038

The Notes to Financial Statements are an integral part of this statement.
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TOWN OF CULPEPER, VIRGINIA

STATEMENT OF REVENUES, EXPENSES,

AND CHANGES IN FUND NET POSITION —
PROPRIETARY FUNDS
Year Ended June 30, 2018

OPERATING REVENUES
Charges for services
Penalties
Other

Total operating revenues

OPERATING EXPENSES
Water trea