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INDEPENDENT AUDITOR’S REPORT

The Honorable Mayor And Members Of Council
Town of Fenwick Island
Fenwick Island, Delaware

We have audited the accompanying financial statements of the governmental activities, each major fund,
and the aggregate remaining fund information of the Town of Fenwick Island, Delaware as of and for the year
ended July 31, 2011, which collectively comprise the Town’s basic financial statements and have issued our
report thereon dated October 14, 2011. These financial statements are the responsibility of the Town’s
management. Our responsibility is to express an opinion on these financial statements.

We conducted our audit in accordance with generally accepted auditing standards and the standards
applicable to financial audits contained in Governmental Auditing Standards, issued by the Comptroller General
of the United States. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the general purpose financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the general purpose financial
statements. An audit also includes assessing the accounting principles used and the significant estimates made
by management, as well as evaluating the overall general purpose financial statement presentation. We believe
that our audit provides a reasonable basis for our opinion.

In our opinion, the general purpose financial statements referred to above present fairly, in all material
respects, the financial position of the governmental activities, each major fund, and the aggregate remaining
fund information of the Town of Fenwick Island, Delaware as of July 31, 2011, and the respective changes in
financial position thereof for the year then ended in conformity with accounting principles generally accepted in
the United States of America.

The management’s discussion and analysis and budgetary comparison information are not a required
part of the basic financial statements but are supplementary information required by accounting principles
generally accepted in the United States of America. We have performed certain limited procedures, which
consisted principally of inquiries of management regarding the methods of measurement and presentation of the
supplementary information. However, we did not audit the information and express no opinion on it.



Our audit was conducted for the purpose of forming an opinion on the financial statements that
collectively comprise the Town of Fenwick Island, Delaware basic financial statements. The supplementary
information on pages 34 — 43 are presented for purposes of additional analysis and are not a required part of the
basic financial statements. Such information has been subjected to the auditing procedures applied in the audit
of the basic financial statements and, in our opinion, are fairly stated in all material respects in relation to the
basic financial statements taken as a whole.

Gambar 5 Company, CPAy P

Certified Public Accountants

October 14, 2011
Georgetown, Delaware
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TOWN OF FENWICK ISLAND, DELAWARE
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JULY 31, 2011

As management of the Town of Fenwick Island, Delaware, we offer readers of the Town’s financial statements
this narrative overview and analysis of the financial activities of the Town for the fiscal year ended July 31,
2011. This discussion and analysis is designed to (a) assist the reader in focusing on significant financial issues,
(b) provide an overview of the Town’s financial activity, (c) identify changes in the Town’s financial position,
(d) identify any material deviations from the financial plan, and (e) identify individual fund issues or concerns.

Since the Management’s Discussion and Analysis is designed to focus on the current years activities, resulting

changes and currently known facts, please read it in conjunction with the Town’s financial statements
(beginning on page 11).

FINANCIAL HIGHLIGHTS

The assets of The Town of Fenwick Island exceeded its liabilities at the close of the most recent fiscal
year by $ 3,967,101 (Net assets) as compared to $ 3,646,707 in the prior year. Of the most recent fiscal
year amount, $ 246,924 (unassigned net assets) may be used to meet the government’s ongoing
obligations to citizens and creditors in accordance with the Town’s fund designation and fiscal policies.

As of the close of the current fiscal year, The Town of Fenwick Island’s governmental funds reported
combined ending fund balances of $ 2,170,775, an increase of $ 145,070 in comparison with the prior
year. $ 354,340 of the total amount is unassigned and available for use within the Town’s designation
and policies.

At the end of the current fiscal year, unassigned fund balance for the general fund was $ 354,340, a
decrease of $ 237,281.

OVERVIEW OF THE FINANCIAL STATEMENTS

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

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

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

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



TOWN OF FENWICK ISLAND, DELAWARE
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JULY 31, 2011

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

The government-wide financial statements can be found on pages 11-13 of this report.

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

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

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

The Town maintains ten (10) governmental funds. Information is presented separately in the Governmental
Fund Balance Sheet and in the Governmental Fund Statement of Revenues, Expenditures, and Changes in Fund
Balances for the General Fund, 1% % Realty Transfer Tax and Municipal Street Aid funds, all of which are
considered to be major funds. Data from the other seven (7) funds are combined into a single, aggregated
presentation. Individual fund data for each of these non-major governmental funds is provided in the form of
combining statements elsewhere in this report.

The basic governmental fund financial statements can be found on pages 14 and 16 of this report.
Notes to the Financial Statements — The notes provide additional information that is essential to a full

understanding of the data provided in the government-wide and fund financial statements. The notes to the
financial statements can be found on pages 18 - 27 of this report.



TOWN OF FENWICK ISLAND, DELAWARE
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JULY 31, 2011

Other Information — In additional to the basic financial statements and accompanying notes, this report also
presents certain required supplementary information concerning the Town’s budgetary activity. Required
supplementary information can be found on page 28 - 32 of this report.

The combining statements referred to earlier in connection with non-major governmental funds is presented
following the required supplementary information. Combining and individual statements and schedules can be
found on pages 33 - 42 of this report.

GOVERNMENTAL-WIDE FINANCIAL ANALYSIS

As noted earlier, net assets may serve over time as a useful indicator of government’s financial position. In the
case of the Town of Fenwick Island, assets exceeded liabilities by $ 3,967,101 as of July 31, 2011.

A large portion of the Town’s net assets (48%) reflects its investments in capital assets (e.g., land, building,
equipment, improvements, construction in progress and infrastructure). The Town uses these capital assets to
provide service to citizens; consequently these assets are not available for future spending.

TOWN OF FENWICK ISLAND'S NET ASSETS

Governmental Governmental

Activities Activities Amount Percentage
July 31, 2011 July 31, 2010 Change Change
Current and other assets $ 2,223,760 $ 2,067,533 $ 156,227 7.56%
Capital Assets 1,903,091 1,718,025 185,066 10.77%
Total Assets 4,126,851 3,785,558 341,293
Long term liabilities 107,416 97,141 10,275 10.58%
Other liabilities 52,334 41,710 10,624 25.47%
Total Liabilities 159,750 138,851 20,899
Net Assets:
Non-spendable 1,951,834 1,755,556 196,278 11.18%
Restricted by other governments 1,694,687 1,361,172 333,515 24.50%
Commit by council 35,287 - 35,287 -
Assigned 38,369 35,381 2,988 8.45%
Unassigned 246,924 494,598 (247,674) (50.08%)
Total Net Assets $ 3,967,101 $ 3,646,707 $ 320,394

The remaining balance of unassigned net assets $ 246,924 may be used to meet the government’s ongoing
obligation to citizens and creditors. As of July 31, 2011, the Town is able to report positive balances in
governmental activities.



TOWN OF FENWICK ISLAND, DELAWARE
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JULY 31, 2011

Analysis of the Town’s Operations — The following table provides a summary of the Town’s operations for
the year ended July 31, 2011, along with comparable data. Governmental activities increased the Town of
Fenwick Island’s net assets by $ 320,394.

TOWN OF FENWICK ISLAND'S CHANGES IN NET ASSETS

Governmental Governmental
Activities Activities Amount
July 31, 2011 July 31, 2010 Change
Revenues:

Program Revenues:
Charges for services $ 268,924 $ 252,861 $ 16,063
Operating grants and contributions 241,767 119,096 122,671
Capital grants and contributions - 215,000 (215,000)

General Revenues:
Taxes - property / rental 860,260 872,465 (12,205)
Realty transfer tax 301,065 108,900 192,165
Franchise fees 21,875 28,062 (6,187)
Licenses and fees 187,626 232,679 (45,053)
Penalties 3,107 3,677 (570)
Interest 28,441 24,027 4,414

Gain (loss) on sale/retirement
of fixed assets 385 15,045 (14,660)
Miscellaneous 10,635 28,098 (17,463)
Total Revenues 1,924,085 1,899,910 24,175
Expenses:

Administrative 274,805 250,031 24,774
Police Department 477,731 445,120 32,611
Beach Patrol 216,879 204,290 12,589
Public Works (includes MSA expenses) 203,599 287,878 (84,279)
General Expenditures 430,677 382,399 48,278
Debt Service - 294 (294)
Total Expenses 1,603,691 1,570,012 33,679
Increase (Decrease) in net assets 320,394 329,898 (9,504)
Net assets - August 1st 3,646,707 3,316,809 329,898
Net assets - July 31st $ 3,967,101 $ 3,646,707 $ 320,394




TOWN OF FENWICK ISLAND, DELAWARE
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JULY 31, 2011

Governmental Activities 2011 Revenues

Franchise fees
1%

Interest Operating grants

Penalties 1% 13%

0%

Charges for

services
14%

Taxes - property /
rental

44%
Miscellaneous
1%

Licenses and fees
Realty transfer tax 10%

16%

Governmental Activities 2011 Expenses

Administrative
General 17%

Expenditures
27%

Police
Public Works Department
13% 29%

Beach Patrol
14%

FINANCIAL ANALYSIS OF THE GOVERNMENTS FUNDS

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

At the end of the current fiscal year, the Town of Fenwick Island’s governmental funds reported combined
ending fund balances of $ 2,170,775. $ 354,340 of this total amount constitutes unassigned fund balance.

General Fund Budgetary Highlights — Revenues for the general fund operations were above original
budgeted revenues estimates by $ 66,396. Several state grants were the main reason for a favorable variance.
Departmental expenditures were higher than original budgeted expenditures by $ 256,906, primarily due to
capital expenditures that were not budgeted.



TOWN OF FENWICK ISLAND, DELAWARE
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JULY 31, 2011

The following schedule presents a comparative summary of General Fund revenues and transfers in for the
fiscal years ended July 31, 2011 and 2010, along with the percentage of that revenue to total revenue.

July 31, 2011 Percentage July 31,2010 Percentage

Revenues Totals of Total Totals of Total

Taxes and Assessments $ 860,260 55% $ 872,465 40%
Licenses and Permits 187,626 12% 232,679 11%
Intergovernmental Grants 205,788 13% 327,771 15%
Charges for Services 230,289 14% 206,533 9%
Fines and Forfeitures 38,635 3% 46,328 2%
Other Revenue 38,663 3% 76,766 3%
Transfers in - 0% 440,258 20%

$ 1,561,261 100% $ 2,202,800 100%

General Fund Revenues 2011

Fines and Forfeitures Other Revenue
3% 3%

Charges for Services
14%

Transfers in
0%

Intergovernmental
Grants

13%
Taxes and

Assessments

Licenses and Permits 5506

12%

Current and prior year’s property taxes continue to represent the largest revenue source, with § 630,992 or
40 % of all General Fund revenues. The decrease in total operating revenues from 2010 of $ 201,281 was due
primarily to transfers in, fewer grants and lower building permit revenue. All revenue departments saw lower
amounts in the current year, with the exception of charges for services, where higher trash fees were received.

The following schedule represents a comparative summary of General Fund expenditures for the fiscal years
ended July 31, 2011 and 2010, along with the percentage of that expenditure to total expenditures:



TOWN OF FENWICK ISLAND, DELAWARE

MANAGEMENT’S DISCUSSION AND ANALYSIS

FOR THE YEAR ENDED JULY 31, 2011

July 31,2011  Percentage  July 31,2010 Percentage
Expenditures Totals of Total Totals of Total

Administrative $ 268,138 16% 247,754 13%
Police Department 445,161 25% 459,889 23%
Beach Patrol 212,721 12% 201,305 10%
Public Works 176,201 10% 255,615 13%
General Expenditures 649,550 36% 799,756 41%
Transfers Out 35,696 1% - 0%
Debt Service - 0% 294 0%
$ 1,787,467 100% $ 1,964,613 100%

General Fund Expenditures 2011

Transfers Out
1%

General
Expenditures
36%

Public Works
10%

The Town’s actual expenditures were above budget expectations by $256,906. This unfavorable variance
was due to unbudgeted capital expenditures for the general government department. All other departments were
very close to the budgeted amounts. The Public Works department had a favorable budget variance of $16,976

due to the retirement of one employee.

CAPITAL ASSETS

The Town of Fenwick Island’s investment in capital assets for its governmental activities as of July 31, 2011,

Debt Service

0%

amounts to $ 1,903,031 (net of accumulated depreciation).

following:

Beach Patrol
12%

This investment in capital assets includes the

Administrative
16%

Police
Department
25%
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TOWN OF FENWICK ISLAND, DELAWARE
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JULY 31, 2011

Capital Assets at Year-End
Net of Accumulated Depreciation

Governmental Governmental

Activities Activities Amount

July 31, 2011 July 31, 2010 Change
CIP $ 74,417 3 - $ 74,417
Buildings 290,982 283,493 7,489
Vehicles 234,353 234,353 -
Office equipment 90,094 90,094 -
Police equipment 176,162 159,955 16,207
Street signs and fixtures 56,559 63,397 (6,838)
Machinery and equipment 219,468 149,990 69,478
Beach and lifeguard equipment 16,837 16,837 -
Recreation equipment 33,579 33,579 -
Land improvements 1,506,262 1,374,069 132,193
Accumulated Depreciation (795,622) (687,742) (107,880)
Total $ 1,903,091 $ 1,718,025 $ 185,066

The construction in progress (CIP), includes $38,012 for a solar roof on the Public Works building, and
$ 36,405 for the start of the new Public Safety building.

DEBT ADMINISTRATION
The Town’s long term debt consists of an operating lease and accrued compensated absences. This information
can be found in note 9 on page 24 of this report.
REQUEST FOR INFORMATION
The financial report is designed to provide our citizens with general overview of the Town’s finances. If you

have questions about this report or need any additional information, contact the Town Hall, Attn: Town
Manager, at 800 Coastal Highway, Fenwick Island, Delaware 19944, call 302/539-3011.
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TOWN OF FENWICK ISLAND, DELAWARE
GOVERNMENT-WIDE STATEMENT OF NET ASSETS
JULY 31 2011

(With Comparative Totals for July 31, 2010)

Primary Primary
Government Government
Total Total
2011 2010
ASSETS
Cash and cash investments $ 2,070,344 $ 1,802,129
Receivables (net of allowance for doubtful accounts):
Franchise fee 6,585 6,043
Interest 1,226 605
State of Delaware 47,362 215,000
Taxes 46,125 6,225
Traffic fines 3,375 -
Inventories 8,914 8,777
Prepaid items 39,829 28,754
Capital assets:
CIP 74,417 -
Buildings 290,982 283,493
Vehicles 234,353 234,353
Office equipment 90,094 90,094
Police equipment 176,162 159,955
Street signs and fixtures 56,559 63,397
Machinery and equipment 219,468 149,990
Beach and lifeguard equipment 16,837 16,837
Recreation equipment 33,579 33,579
Land and improvements 1,506,262 1,374,069
Accumulated depreciation (795,622) (687,742)
Total Assets $ 4126851 $ 3,785,558

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



TOWN OF FENWICK ISLAND, DELAWARE
GOVERNMENT-WIDE STATEMENT OF NET ASSETS
JULY 31,2011

(With Comparative Totals for July 31, 2010)

-12 -

Primary Primary
Government Government
Total Total
2011 2010
LIABILITIES
Accounts payable $ 16,638 $ 9,074
Accrued liabilities 16,493 12,597
Accrued compensated absences 107,416 97,141
Deferred revenue 19,203 20,039
Total Liabilities 159,750 138,851
NET ASSETS
Non-spendable 1,951,834 1,755,556
Restricted by other governments 1,694,687 1,361,172
Committed by council 35,287 -
Assigned 38,369 35,381
Unassigned 246,924 494,598
Total Net Assets 3,967,101 3,646,707
Total Liabilities and Net Assets $ 4,126,851 $ 3,785,558

The accompanying notes are an integral part of these financial statements.
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TOWN OF FENWICK ISLAND, DELAWARE

GOVERNMENT-WIDE STATEMENT OF ACTIVITIES

FOR THE YEAR ENDED JULY 31, 2011

(With Comparative Totals for July 31, 2010)

Program Revenues

Fees, Fines Operating Capital
and Charges Grants and Grants and
Program Activities Expenses for Services Contributions Contributions
Governmental Activities:
Administrative 274,805 $ - $ -3 -
Police Department 477,731 38,635 61,209 -
Beach Patrol 216,879 - 40,000 -
Public Works 203,599 - 26,651 -
General Government 430,677 230,289 113,907 -
Debt Service - - - -
Total Governmental Activities 1,603,691 268,924 241,767 -
Total Government 1,603,691 268,924 241,767 -

General revenues:

Taxes

Franchise fees
Licenses and fees

Penalties
Interest

Miscellaneous

Total General revenues and transfers

Change in net assets

Net assets - August 1

Net assets - July 31

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



Net (Expenses) Revenues and
Changes in Net Assets

Governmental Activities

Totals
2011 2010
(274,805) $ (223,169)
(377,887) (329,696)
(176,879) (154,290)
(176,948) (108,207)
(86,481) (167,399)
- (294)
(1,093,000) (983,055)
(1,093,000) (983,055)
1,161,325 981,365
21,875 28,062
187,626 232,679
3,107 3,677
28,441 24,027
11,020 43,143
1,413,394 1,312,953
320,394 329,898
3,646,707 3,316,809
3,967,101 $ 3,646,707
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TOWN OF FENWICK ISLAND, DELAWARE
BALANCE SHEET
GOVERNMENTAL FUNDS
JULY 31, 2011

1 1/2% Realty

General Transfer Tax
ASSETS
Cash and cash investments $ 348,102 $ 1,637,437
Receivables (net of allowance for
doubtful accounts):
Accounts 57,322 -
Other - 568
Taxes 46,125
Inventory - -
Prepaid items 39,829 -
Total Assets 445,253 1,684,130
LIABILITIES AND FUND BALANCES
Liabilities:
Accounts payable 16,638 -
Accrued liabilities 16,493 -
Deferred revenue 17,953 -
Total Liabilities 51,084 -
Fund Balances:
Non-spendable 39,829 -
Restricted by other governments - 1,684,130
Commited by council - -
Assigned - -
Unassigned 354,340 -
Total Fund Balances 394,169 1,684,130
Total Liabilities and Fund Balances $ 445253 $ 1,684,130

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



Other

Total

Municipal ~ Governmental Governmental
Street Aid Funds Funds

9,906 $ 74899 $ 2,070,344

- - 57,322

- 7 575

- - 46,125

8,914 - 8,914

- - 39,829

18,820 74,906 2,223,109

- - 16,638

- - 16,493

- 1,250 19,203

- 1,250 52,334

8,914 - 48,743
9,906 - 1,694,036

- 35,287 35,287

- 38,369 38,369

- - 354,340

18,820 73,656 2,170,775
18,820 $ 74906 $ 2,223,109

-14 -
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TOWN OF FENWICK ISLAND, DELAWARE
RECONCILIATION OF NET CHANGE IN GOVERNMENTAL FUND BALANCES TO
GOVERNMENTAL ACTIVITIES IN NET ASSETS
FOR THE YEAR ENDED JULY 31, 2011

The Total Net Assets reported for governmental activities in the Statement of Net Assets is
different because:

Total Fund Balances for Government Funds $ 2,170,775

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

Receivables due after 60 days are not included in governmental funds
but are included in governmental activities 651

Capital assets used in governmental activities are not financial
resources and therefore, are not reported in the funds. Capital
assets net of accumulated depreciation are included in the
Statement of Net Assets
Total Capital Assets 2,698,713
Accumulated Depreciation (795,622) 1,903,091

Long-term liabilities applicable to the governmental activities are
not due and payable in the current year and, accordingly, are
not reported as fund liabilities.
Compensated absences (107,416)

Total Net Assets of Governmental Activities $ 3,967,101

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

-15 -
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TOWN OF FENWICK ISLAND, DELAWARE

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES

GOVERNMENTAL FUNDS

FOR THE YEAR ENDED JULY 31, 2011

Revenues:
Taxes and Assessments
Licenses and Permits
Intergovernmental Grants
Charges for Services
Fines and Forfeitures
Other Revenue

Total Revenues

Expenditures:
Administrative

Police Department
Beach Patrol

Public Works
General Expenditures

Total Expenditures

Excess Of Revenues Over
(Under) Expenditures

Other Financing Sources (Uses):
Transfers from (to) other funds

Net Change in Fund Balances

Fund balance - August 1, 2010

Fund balance - July 31, 2011

$

1 1/2% Realty

General Transfer Tax
860,260 $ 301,065
187,626 -
205,788 -
230,289 -

38,635 -
38,663 23,958

1,561,261 325,023
268,138 -
445,161 -
212,721 -
176,201 -
649,550 -

1,751,771 -

(190,510) 325,023
(35,696) 447
(226,206) 325,470
620,375 1,358,660
394,169 $ 1,684,130

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



Other Total
Municipal Governmental ~ Governmental
Street Aid Funds Funds

- $ - $ 1,161,325

- - 187,626
26,651 9,328 241,767
- - 230,289

- - 38,635

- 1,288 63,909
26,651 10,616 1,923,551
- - 268,138

- 9,328 454,489

- - 212,721
16,593 - 192,794
15 774 650,339
16,608 10,102 1,778,481
10,043 514 145,070
- 35,249 -
10,043 35,763 145,070
8,777 37,893 2,025,705
18,820 $ 73,656 $ 2,170,775

-16 -
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TOWN OF FENWICK ISLAND, DELAWARE
RECONCILIATION OF STATEMENT OF REVENUES, EXPENDITURES,
AND CHANGES TO FUND BALANCE OF GOVERNMENTAL FUNDS TO
THE STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JULY 31, 2011

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

Net Change in Fund Balances - Total Governmental Funds $ 145,070

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 capital outlays
(302,494) exceeded depreciation ( 117,428) in the current period. 185,066

Governmental funds report changes in long-term liabilities
as a reduction or increase of the liability. However, in the
statement of activities these are expensed.

Increase in Compensated Absences (10,275)
CD interest income accrued but not received within 60 days 533
Change in net assets of governmental activities $ 320,394

The accompanying notes are an integral part of these financial statements.
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TOWN OF FENWICK ISLAND, DELAWARE
NOTES TO BASIC FINANCIAL STATEMENTS
FOR THE YEAR ENDED JULY 31, 2011

1) Summary of Significant Accounting Policies

A.

General Statement

The Town of Fenwick Island (the “Town”) was incorporated in 1953 and adopted its first charter
July 8, 1953, under the provisions of House Bill No. 274, with House Amendment No. 1 (An Act
to Incorporate the Town of Fenwick Island, Delaware). The Town operates under a Council-
Manager form of government and provides the following services as authorized by its charter:
public safety, culture and recreation, planning and zoning, general administrative, and public
works to include street maintenance.

The basic financial statements of the Town have been prepared in conformity with accounting
principles generally accepted in the United States of America (GAAP) as applied to government
units. The Governmental Accounting Standards Board (GASB) is the accepted standard setting
body for establishing governmental accounting and financial reporting principles. The more
significant accounting policies of the Town are described below.

Financial Reporting Entity

The Town’s basic financial statements include the accounts of all Town operations. The criteria
for including organizations as component units within the Town’s reporting entity, as set forth in
Section 2100 of GASB’s Codification of Governmental Accounting and Financial Reporting
Standards, include whether:

the organization is legally separate (can sue and be sued in their own name)

the Town hold the corporate powers of the organization

the Town appoints a voting majority of the organization’s board

the Town is able to impose its will on the organization

the organization has the potential to impose a financial benefit/burden on the Town
there is fiscal dependency by the organization on the Town

Based on the aforementioned criteria, the Town of Fenwick Island has no component units.

Basis of Presentation

The government-wide financial statements (the statement of net assets and the statement of
changes in net assets) report information on all of the activities of the Town. The effect of
interfund activity, within the governmental activities columns, has been removed from these
statements. Governmental activities, which normally are supported by taxes and
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C.

Basis of Presentation (Continued)

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
program are offset by program revenues. Direct expenses are those that are clearly identifiable
with a specific program. Program revenues include 1) charges to customers or applicants who
purchase, use, or directly benefit from goods, services, or privileges provided by a given program
and 2) operating or capital grants and contributions that are restricted to meeting the operational
or capital requirements of a particular program. Taxes and other items are not properly included
among program revenues are reported instead as general revenues.

Fund Financial Statements:

The Town segregates transactions related to certain functions or activities in separate funds in
order to aid financial management and to demonstrate legal compliance. The statements present
each major fund as a separate column on the fund financial statements; all non-major funds are
aggregated and presented in a single column.

Governmental Funds are those funds through which most governmental functions typically are
financed. The measurement focus of governmental funds is on the sources, used and balance of
current financial resources. The Town has presented the following major governmental funds:

General Fund — This is the main operating fund of the Town. It is used to account for all
financial resources not accounted for in other funds. All general tax revenues 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.

Measurement Focus / Basis of Accounting

Measurement focus refers to what is being measured, basis of accounting refers to when
revenues and expenditures are recognized in the accounts and reported in the financial
statements. Basis of accounting relates to the timing of the measurement made, regardless of the
measurement focus applied.
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D.

Measurement Focus / Basis of Accounting (Continued)

The government-wide statements are reported using the economic resources measurement focus
and the accrual basis of accounting. The economic resources measurement focus means all
assets and liabilities (whether current or non-current) are included on the statement of net assets
and the operating statements present increases (revenues) and decreases (expenses) in net total
assets. Under the accrual basis of accounting, revenues are recognized when earned. Expenses
are recognized at the time the liability is incurred.

Governmental fund financial statements are reported using the current financial resources
measurement focus and are accounted for using the modified accrual basis of accounting. Under
the modified accrual basis of accounting, revenues are recognized when susceptible to accrual;
i.e., when they become both measurable and available. “Measurable” means the amount of the
transaction that can be determined and “‘available” means collectible within the current period or
soon enough thereafter to be used to pay liabilities of the current period. The Town considers
property taxes as available if they are collected within 60 days after year end. A one-year
availability period is used for recognition of all other Governmental Fund revenues.
Expenditures are recorded when the related fund liability is incurred. However, debt service
expenditures, as well as expenditures related to compensated absences are recorded only when
payment is due.

The revenues susceptible to accrual are property taxes, franchise fees, licenses, charges for
service, interest income and intergovernmental revenues. All other Governmental Fund Type
revenues are recognized when received.

The Town reports the following major governmental funds:

The General Fund is used to account for all financial transactions not accounted for in
another fund. Revenues are derived principally from property taxes, municipal user
taxes, and other intergovernmental revenues. This fund accounts for the general
administrative services of the Town not recorded elsewhere, including the activities of
the various departments, public safety, street maintenance, administrative, and mayor and
council.

The Municipal Street Aid Fund is used to account for financial transactions pertaining to
specific resources. Revenues are derived from State of Delaware Transportation Trust
Fund grant monies. Expenditures of these monies are allowable for improvements to
water and sewer systems, street improvements, public safety and public works.
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D.

Measurement Focus / Basis of Accounting (Continued)

The 1% % Realty Transfer Tax Fund is used to account for financial transactions
pertaining to specific resources. Revenues are derived from collections of the Town’s
assessed realty transfer tax fee of 1%2 %. Expenditures of these monies are allowable for
capital and operating costs of public safety services, economic development programs,
public works services, capital projects and improvements, infrastructure projects and
improvements and debt reduction.

Implementation of New Accounting Principles

Starting with fiscal year 2004, the Town implemented GASB Statement No. 33, GASB
Statement No. 34, GASB Statement No. 37 and GASB Statement No. 38.

Under GASB Statement 33, property taxes are imposed non-exchange revenue. Assets
(accounts receivable) from imposed non-exchange transactions are recorded when the Town
has an enforceable legal claim to the asset. The enforceable legal claim date for property taxes
is the assessment date.

GASB 34 creates another set of the basic financial statements for reporting on the Town’s
financial activities. The financial statements now include government-wide financial
statements prepared on an accrual basis of accounting and fund financial statements which
present information for individual major funds rather than by fund type. Non-major funds are
presented in total in one column.

The Town has implemented GASB Statement No. 54. This standard requires governments to
further define how much of the fund balance is truly unrestricted, in order to meet the needs of
the governments day to day operations. There are five new fund balance types presented on the
Town’s financial statements, and are defined as follows:

Non-spendable - Amounts that cannot be spent due to liquidity, such as prepaid amounts and
fixed assets.

Restricted - Amounts where an external party has determined how and what items monies can
be spent for. Examples include federal, state and county grants.

Committed - Amounts that the Town Council has formally passed by ordinance. A majority
vote by council is also required to formally release these funds.

Assigned - Amounts that may be designated for a specific purpose without a formal vote by the
Town Council.

Unassigned - Amounts that are at the Town’s discretion for day to day operations.
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Summary of Significant Accounting Policies (Continued)

F. Budgetary Control

The Town charter established the fiscal year as the twelve-month period beginning August 1.
The Town Council adopts a budget annually. The budget can be revised as deemed necessary by
the Council. A single fixed budget covers the general fund and is employed during the year as a
management control device. The budgetary amounts are comprised of the normal operating
budget and supplemental budget allocations, if applicable.

Investments
In prior years, the Town participated in the Delaware Local Government Investment Pool (DELGIP). In

February of 2011, the Town closed this account, and the Town no longer holds any monies in this
investment.

Beach

Replenishment

Beginning Balance 8/1/10 $ 35,378

Add: Current Year Deposits -

Current Year Interest 35

Less: Withdrawals 35,413
Ending Balance 7/31/11 $
Accrued Interest at 7/31/11 $

The Town primarily uses Certificates of Deposits and Money Market accounts for their investments.

Prepaid ltems

Prepaid balances are for payments made by the Town in the current year to provide services occurring in
the subsequent fiscal year. The amount for prepaid items has been designated to signify that a portion of
the fund balance is not available for other subsequent expenditures.

Inventory

Inventory consists of supplies used in street repair and drainage projects. These materials are recorded
at cost as an asset of the Municipal Street Aid Fund, with an equal offsetting amount recorded as a fund
balance.

Interfund Receivables and Payables

The interfund receivables and payables reflected as “Other Financing Sources (Uses)” (due from or to
other funds) are current assets and liabilities between the individual funds.
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Operating Transfers

Funds have been received and disbursed between the General Fund and Special Revenue Funds to
finance operations during the year.

Total Columns On General Purpose Financial Statements

Total columns captioned “Memorandum Only” indicate that they are presented only to facilitate
financial analysis. Data in these columns do not present financial position, results of operations, or
changes in financial position, nor is such data comparable to a consolidation. Interfund eliminations
have not been made in the aggregation of this data. Each fund should be considered separately as to its
financial position and operating results.

Capital Assets

Capital assets, which include proper