Resolution 2015-05
A Resolution to Approve the FY-13 City Audit

WHEREAS, the firm of Haggerty and Haggerty, PA completed the FY13 City Audit and has
reviewed the draft audit with City Council, at a public meeting held on Tuesday, January 27; and

WHEREAS, the Auditors will schedule time with the Finance Department staff to begin work
on the FY 14 City Audit.

NOW, THEREFORE, BE IT RESOLVED, that the City Council hereby approves the Fiscal
Year 13 City Audit.

Passed this 27th day of January 2015.

_,/,7

Linda Ratchford, City Council President Uolhh W, Cochran, Councﬂpcrson

Jeet %z/ “\/ o dose T Dl e

Teel Petty, Councilperson Theodore H, Megginson, Cotnéilperson
GLY) Vv
Albert I. Vanfucei, Jr., Councilper€on Attest:

ﬂet E. Wurtzel, City Clefk




Report of Independent Auditor

CITY, OF NEW CASTLE




Report of Independent Auditor

To the Mayor and City Council
City of New Castle
New Castle, Delaware

Report on the Financial Statements

sments of the governmental
ng fund information of the
and for H years ended June 30, 2013 and 2012,
. ctlvely comprise the
contents.

We have audited the accompinyin
activities, each major fund, aI
City of New Castle, Delaware as o
and the related note
basic financial stat

Management ‘s Responsibility for

Management is responsibie for gparationvanhd falr presentation of these
financial statements in accordar ied cash basis of accounting
which is a comprehensive basis o Accdoubiting-cother~than the accounting principles
generally accepted in the United States of America; this includes the design, the
implementation, and the 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 Responsibilit

Cur responsibility It
our audit. We conducted
accepted in the
and perform the
statements are £

: elected depend on
the auditor’s judgmen ; rizks of material
misstatement of the Jfidanciali. statements, whether Adué ke’ fraud or error. In
making those risk aseessments, the audltor con51ders internal control relevant to

: % e ipancial statements in
he circumstances, but
not for the purpose of expres_;ng n, e veness of the entity’s
internal c¢ontrol. Accordingly, we express ne suc 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.

Cpinions

In our opinion, the financial statements referred to above present fairly, in all
material respects, the respective £financial position of the governmental
activities, each major fund, and the aggregate remaining fund information of the
City of New Castle, Delaware, as of June 30, 2013 and 2012, and the respective
changes in financial position for the years then ended in accordance with the
modified cash basis of accounting which iz a comprehensive basis of accounting
other than the accounting principles generally accepted in the United States of
America.
1
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CITY OF NEW CASTLE, DELAWARE
NOTES TO FINANCIAL STATEMENTS

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements of the City cof New Castle, Delaware, [the “City”]
have Dbeen prepared in conformity with the modified cash basis of
accounting, which 1is a comprehensive basis of accounting other than
accounting principles generally accepted in the United States of America,

as applied to government units. Accordingly, as a general rule, revenues
are recognized when received rather than when earned, and expenditures are
recognized when paid rather than when incurred. The Governmental

Accounting Standards Board [the “GASB”] is the accepted standard-setting
body for establishing governmental accounting and financial reporting
principles. The more significant accounting policies are described below.

Reporting Entity

The City of New Castle, Delaware is a municipal corporation governed by a
51ix member governing body COnSlStlng of the Mayor and President of Council

In

accountable
statements.

app01nts a voting ma]o- Y q

impose its will on the entity or [2] there 1s a potentlal for the entity
to provide specific financigl- benefif te-wer-impose specific financial
burden on the City. aAddition "] atement requires the City to
consider other entities foriwhic¢h% the. nature and significance of the
relationship are such that exclusion would cause the reporting entity’s
financial statements to be misleading or incomplete. There is only one
component unit meeting the above criteria: Municipal Services Commission.

Component Unit

al statements;

however, the cowpohe ineial statements,
copies of Whlch. are & _ administrative
offices. Muni REVICeE COmMLS 10N WaS ofYanized) oiMarch 11, 1921

for the purpose of ic services.

The component

Use of Estimates

Preparation of fina
bagie of accounting” reghires management to" makeestimates and assumptions
that affect assets and liabilities and disclosure of contingent assets and
liabilities ag of the ! - reported amounts of
revenues and expenditu Accordingly, the
actual results could dlffer”from'those estlmates

Government-Wide and Fund Financial Statements

The City's basic financial statements consist of the following:

¢ Government-wide financial statements,
¢ Fund financial statements, and
» Notes to financial statements.

The government-wide financial statements consist of two statements: the
statement of net posgition-modified cash basis and the statement of
activities-modified cash basis. As a general rule, effects of interfund
balances from government-wide financial statements have been removed.




CITY OF NEW CASTLE, DELAWARE
NOTES TO FINANCIAL STATEMENTS

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Budgetary Accounting

The Council shall, on or before the first Monday in each July, meet and
ascertain, as near as may be, the amount necessary to cover the net
expenses of the government of the said City for the current fiscal year,
including, but neot limited to, the maintenance of streets, police

assessment, c¢ollection of taxes and cost of trash ccllection; and shall
make up a budget containing the items and estimated amounts necessary to
cover each and every branch and item of said City government. And

immediately after the assessment and valuation shall have been finally
settled and adjusted under the provigiong of this Act, the said Council
shall proceed to levy a tax on the real property, thus wvalued and
assessed, in just and equal portions and rates, sufficient to cover the
aggregate of said budget. The unexpended budget items lapse at the end of
the fiscal year. ¥ 7

pprroved on a program by
:C1ty government

The budget for the spec1aé

Encumbrances

Encumbrance accounting, under which purchase orders, contracts and other

: 5 pecorded in order to reserve
: ig employed as an extension
of formal budgetary integration’ in % gbvernmental funds. Encumbrances
as of the year end are reported as reservatlons of fund balance sgince they
do not constitute ewxpenditures but serve as authorization for expenditures
in the subsequent fiscal year. At June 30, 2013 and 2012, the City has no
encunmbrances outstanding.

Cash and Eguivalenl

Due from cother governme t
governments.

Interfund Balancesg -

f lending/borrowing
are referred to ag
Wadvanted from/to other funds”.

Activities between f
arrangements outstanding &t r
either “interfund receivable

Advances between funds, as reported in the fund financial statements, are
offset by a fund balance reserve account in the applicable governmental
funds to indicate that they are not available for appropriation and are
not expendable available financial resources.

Committed Asgsets

Committed assets consist of Council-committed reserves to fund future
accrued compensated absences liability, capital projects, or emergency
goods and services,

~10-



CITY OF NEW CASTLE, DELAWARE
NOTES TO FINANCIAL STATEMENTS

NOTE 2 -~ PROPERTY TAXES

Property taxes assessed within the City limits for £fiscal year 2013 are
$1.20 per 8100 of assessed valuation and for fiscal year 2012 are $1.20
per $100 of assessed valuation as levied by City Council resocoluticn. The
City bills and collects its own property taxes. Delinguent property taxes
are liened by the City. The schedule of property taxes levied follows:

July 1 - Levy Date

July l-August 31 2% Discount Period

September 1-September 30 - Face Payment Period

October 1- 6% Penalty plus 1%% delinguency fee for each month

1

NOTE 3 - CASH AND EQUIVALENTS

The City’'s policy is to invest dep051ts under its control principally in
money market accounts with ed ; ial institutions. The
City’s cash and eguivalents al ve an indication of the
level of assumed risk. The- W=lore described below:

Category 1- Insured . by the City or

by its

ent in the City’s name.

Category 3-Uncollateralized and ideposits.
Deposits categorized by level of rigk as of June 30 are as follows:

As of June 30,-2013 . As of -June 30, 2012 -

*Caééddrv'f' ”wﬁBooks Banks °
1 ' $ 858,652
2 N
3 870,673
Total: deposmts of .
“the primary- government: © 81 128.325

Idep051ts] are held by
he Federal Dep051t

custodial risk,
other failure,

NOTE 4 - INTERGOVERNMENTAL RECEIVABLES

Receivables from other governments represent revenue earned by the City.
At June 30, intergovernmental receivables are as follows:

Passed through the State of Delaware:
DNREC, Delaware Energy Office S 50,000 5
Delaware Emergency Management Agency [DEMA] 150,954

Total intergovernmental Teceivables

-12-



CITY OF NEW CASTLE, DELAWARE
NOTES TO FINANCIAL STATEMENTS

NOTE 5 -~ LONG-TERM DEBT OBLIGATION (continued}

Acerued BEmplovee Benefits

On July 12, 2005, the City passed Resolution No. 2005-15 to establish an
escrow account to fund accrued employee benefits. In accordance with the
resolution, City employees can sell back sick and vacation time to collect
these amounts upon separation of employment from the City. The balance of
the accrued employee benefits at June 30, 2013 and 2012 is $472,606 and
$465,137, respectively. To fund the accrued employee benefits liability,
the City established a separate bank account whose balance at June 30,
2013 and 2012 is $190,035 and $190,124, respectively.

Future maturities of principal and interest payments are as follows:

S Stimulus Loan Note ‘Payable. ' "
“Principal Interest Principal i oInterest . ' Totals

‘ Years Ending: dune-30 0

Governmental activities:

2014 $ 1,916 $ 225,782
2015 973 225,782
2016 o 49,023

Totals = - iageg e 500 537

NOTE 6 - LEASE-PURCHASE AGREEMENT

On April 7, 2003, the City entered into a ten-year land lease agreement
with the Trustees of the New Castle Common [the “Trusteegs”] for the
property located at One Municipal Boulevard, New Castle, Delaware. The
annual rental revenue due from the Trustees is $lDO 000 pald in monthly
installments ofy$8 s 5

£

Period] the police

Concurrently, .
payable in nmnthly

Mayor and Council of
12, respectlvely in
addition, MSC prov1ded 't {c service and water
service for municipal bulldings, valued at $89 414 and $82,036 for the
vears ended June 30, 2013 and 2012, respectively.

—14-



CITY OF NEW CASTLE, DELAWARE
NOTES TO FINANCIAL STATEMENTS

NOTE 9 - LEASING ARRANGEMENTS AS LESSEE

The City leases the following office equipment under operating leasing
arrangements expiring at various dates listed below. Total rental costs
for the vyears ended June 30, 2013 and 2012 are $8,429 and $8,202,
respectively.

S s ORI _ sMonthlye
~“Degcription : L . Rentals’ Explratlon Date
Cannon Model 15-3230 Copier System S 189.56 June, 2016
Cannon Model IRC 3480 Copler System 277,49 June, 2016
Ricoh Copier System 282.72 July, 2014

At June 30, 2013, the minimum future rental payments under non-cancelable
operating leasing arrangements having remaining terms in excess cf one
vear in the aggregate are as folloys:

“”:Years*ﬁhdinq June 30 Amount
| $ 8,997
5,887
5,605
Total minimum future .rental payments required S 20,489

NOTE 10 - LEASING ARRANGEMENTS AS LESSOR

The City is the lessor of certain real property under non-cancelable
operating leasxng arrangements expiring at various dates. The following
schedule summar at June 30 2Q13:

Cogt
Bagis
‘ $
Air rights to cer ;

At June 30, 2013, ini ren e der non-cancelable
leasing arrangements 5 j ] P £ one year in the
‘Air ‘Rights
S 45,858
47,089
48,358
49,665
51,011
Totaliminimum future rental revenues o s L000 %0 241,981

Certain leasing arrangements are generally based on a percentage of lessee
collections and as such rental revenue is estimated based on currently
available information for future vears. The rental revenue received for
yvears ended June 30, 2013 and 2012 is $144,663 and $146,206, respectively.

~16-
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