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Wwm. C. SappLER & Co., P.A.

CERTIFIED PUBLIC ACCOUNTANTS

1400 Front Avenue
Suite 201

Lutherville, Maryland 21093
INDEPENDENT AUDITCRS' REFORT Tal: 410-321-6602

Fax:  410-321-5535

To the Mayor and Town Commissioners
Rising Sun, Maryland

We have audited the accompanying financial statements of the
governmental activities, the business-type activities, and the general
and enterprise funds, information of the Town of Rising Sun, Maryland
as of and for the year ended June 30, 2008, which collectively
comprigse the Town’s basic financial statements as listed in the table
of contents. These financial statements are the responsibility of the
Town of Rising Sun's management. Our responsibility is to express an
opinion on these financial statements based on our audit.

We conducted our audit in accordance with asuditing standards generally
accepted in the United States of America. Those standards require that
we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An
audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. 2an audit also
includes assessing the accounting principles used and the significant
estimates made by management, as well as evaluating the overall

financial statement presentation. We believe that our audit provides
a reasonable basis for our 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 general
fund information of the Town of Rising Sun as of June 30, 2008 and the
respective changes in financial position and cash flows, where
applicable, thereof, for the year then ended in conformity with

accounting principles generally accepted in the United States of
America.

Management’s Discussion and Analysis on page 2 through 8 and
budgetary comparison information on page 25 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 ABmerica. We have applied certain limited procedures which
consisted principally of inquiries of management regarding the methods
of measurement and presentation of the reguired supplementary
information. However, we did not audit the information and express no

opinion on it. 7%1/{ @_74%%‘/{’/’“‘—/% Os . (24—
1o

November 7, 2008

Members American Institule of Maryland Association of
Certified Public Accountants Certified Public Accouniants



MANAGEMENT’S DISCUSSION AND ANALYSIS

The Town of Rising Sun’s discussion and analysis provides an overview of the town’s financial
activities for the fiscal year ended June 30, 2008. Since this information is designed to focus on the
current year activities, resulting changes, and currently known facts, it should be read in conjunction
with the Town’s financial statements (beginning on page 9).

Financial Highlights

The assets of the Town exceeded its liabilities at the close of the fiscal year by $6,622,308 (net
assets). Of this amount, $2,267,934 may be used to meet the Town’s ongoing obligations to
citizens and creditors.

Total net assets of the primary government increased by $202,312 or 3%. The net
assets of govermmental activities decreased $24,643 from the previous year, while the
net assets from business activities increased $226,955.

At the close of the current fiscal year, the Town’s governmental general fund reported
ending fund balance of $136,714, all of which is unreserved and undesignated and
available for spending at the Town’s discretion.

The total cost of all of the Town's programs was $1,893,003 for the year ended
June 30, 2008

QOverview of the Financial Statements

This discussion and analysis is an ntroduction to The Town of Rising Sun’s basic financial
statements. The Town’s basic financial statements consist of three components: government-wide
financial statements, fund financial statements, and notes to the financial statements. This report also
contains 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 of Rising Sun’s finances, in a manner similar
to a private-sector business.

The statement of Net Assets (page 9) presents information showing how the Town’s net assets
changed during the most recent fiscal year. All changes in net assets 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 county that are
principally supported by taxes and intergovernmental revenues (governmental activities Yfrom other
functions that are intended to recover all or a significant portion of their costs through user fees and
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charges (business-type activities). The statements also present financial information for the Town’s
COIMPOTIENt UNits.

Governmental Activities—Most of the Town’s basic services are reported in this
category. Taxes and mtergovernmental revenues generally support these services.
Services provided include generally admimistration, public safety, public works,
planning and zoning, parks and recreation, and interest.

Business-type Activities—The Town charges fees to customers to help it cover all or
most of the cost of the water and sewer service,

Fund Financial Statements. The fund financial statements begin on page 11 and provide detailed
information about the major individual funds. A fund is a grouping of related accounts to maintain
control over specific sources that have been segregated for specific activities or objectives. The Town
of Rising Sun uses fund accounting to ensure and demonstrate compliance with finance-related legal
requirements. All of the funds of the Town can be divided into three catepories: governmental,
proprietary, and fiduciary.

Governmental Funds—Most of the Town’s basic services are reported in the
governmental funds, which are used to account for essentially the same functions
reported as govermmental activities in the government-wide statements. However, the
fund statements focus on near-term inflows and outflows of spendable resources and
the balances available for future spending at fiscal year end. This information may be
useful in evaluating the Town’s near-term financing requirements.

Since the fund statements do not encompass the long-term focus of the government-
wide statements, reconciliations are provided to demonstrate the differences between
the Governmental Funds Balance Sheet and the Statement of Net Assets and between
the Governmental Funds Statement of Revenues, Expenditures, and Changes in Fund
Balances and the Statement of Activities, Comparison of the two sets of statements for
the governmental funds and the governmental activities may provide the reader with
msight mto the long-term fmancing decisions as the fund statements are from a short-
term perspective and the activities statements show long term information.

Proprietary Funds— The Town maintains one enterprise type proprietary fund to
account for the operations of providing water and sewer services. Enterprise funds are
used to present the same functions as business-type functions in the government-wide
financial statements.

Proprietary funds provide the same type of information as the government-wide
financial statements, only in more detail.

The basic water and sewer proprietary fund financial statements can be found on pages
15-17 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 beginning on page 18 of this report.

Financial Analysis of the Government as a Whole

Net Assets. As noted earlier, The Town of Rising Sun’s net agsets exceeded Hlabilities by $6,622,308.
Over time, changes in net assets serve as a useful indicator of a government’s financial position. A
year-to-year comnparison of net assets follows:

Governmental Activities Business-type Activities Government-wide Total

2008 2007 2008 2007 2008 2007
Current Assets § 175,063 5 256,118 § 2,154,079 § 2,057,244 § 2,329,142 § 2,313,362
Capital Assets, Net 2416595 2279419 5,093,710 5,123,429 7.510.305 7.402 848
Total Assets 2,591,658 2,535,537 7.247 789 71.180,673 9.839.447 0,716,210
Current Liahilities 162,609 49 474 172,066 182,699 334,675 232,173
Long-Term Liabilities 1,195,939 1.228.310 1,686,525 1,833,731 2 882 464 3,064.041
Total Liabilities 1,358,548 1,277,784 1,858,591 2,018,430 3.217.139 3,396,214
Net Assets:
Invested in Capital
Assets, Net of Related Debt 1,096,396 1,022,338 3,257,978 3,140,830 4354374 4,163,168
Unrestricted 136,714 235415 2,131,220 2,021,413 2,267,934 2,256,828
Net Assels $1.233.110 $1,257.753 § 5389,198 4 5162243 % 6622308 $ 6,419,995

The largest component of the Town’s net assets, $4,354,374, reflects its investment in capital assets
(e.g., land, nfrastructure, buildings, equipment, and others), less any related outstanding debt. The
increase in Invested in Capital Assets (net of Related Debt) of $191,206 is primarily caused by net
capital asset additions exceeding the net change of depreciation and new debt. It should be noted that
capital assets are not available for future spending as they are used to provide services to citizens.
Although the Town’s investment in capital assets is reported net of related debt, the resources needed
to repay this debt must be provided from other sources as the capital assets themselves cannot be
liquidated to repay these liabilities.

Restricted net assets of $4,354,374 are the next largest component and represent resources that are
subject to external restrictions or enabling legislation on how they may be used. Restricted assets for
governmental activities increased by $74,058 while restricted net assets for business-type activities
increased $117,148 for a total increase of $191,206 from fiscal year 2007.

The remaining portion of net assets is an unrestricted net asset balance of $2,267,934. These funds
are available for the general use of the Town to conduct its normal business. Unrestricted assets for
governmental activities increased by $109,807 while unrestricted net assets for business-type activities
decreased $98,701 for a total increase of $11,106 from fiscal year 2007.



Changes in Net Assets. As shown in the following schedule, the Town’s combined net assets
decreased $98,701.

Revenues 2008 2007
Property Taxes § 7057709 § 666,178
Other Local Taxes 211,524 149,001
Licenses & Permits 9,428 10,749
Intergovernmental - State 155,378 159,964
Intergovernmental - County 108,099 51,096
Other Grants & Contributions 7,650 -
Charges for Services - Public Safety 467 -
Charges for Services - Waste Collection 130,335 130,070
Charges for Services - Sidewalks & Zoning 37,083 58,652
Investment Earnings (Loss) {11,703) 22,319
Miscellaneous 9.018 22,361

Total Revenues 1,363,188 1,270.290

Expenditures
General Governmenlt Services 370,504 288,839
Public Safety — Police 463,942 422 490
Public Works — Highway and Streets 463,400 277,401
Public Warks — Solid Waste Collection 158,727 152,366
Parks & Recreation 9,477 25,820
Delt Service — Principal 129,425 27,685
Debt Service — Interest 36,957 54.850

Total Expenditures 1.654.432 1.249 451

Other Financing Sources

Proceeds from Long-Term Debt 192 543 -
Total Other Financing Sourees 192.543 -
Increase (Deerease) in Net Assets $ (98701 % 20839

The net assets of the governmental-wide activities decreased $119,540. The revenuve from
government-wide activities increased 7% while the expenditures increased 32%. The Town also
incurred $192,543 of long-term debt to cover the capital expenditures causing the large increase in
expenditures as shown in the chart above.

For the fiscal year ended June 30, 2008, revemues from government-wide activities totaled
$1,363,188. Property and personal property taxes represented the largest revenue source (52%),
followed by other local taxes (16%), and the intergovernmental revenues from Maryland (11%).

The largest components of the governmental activities’ expenses of $1,654,432 are public safety-
police (28%), public works-highway & streets (28%), and general govermmental services (22%).



The following charts depict revenues and expenditures of the government-wide activities for the fiscal
year.

Revenunes—Government-wide Activities
Fiscal Year Ending June 30, 2008
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FINANCTAL ANALYSIS OF THE TOWN’S FUNDS

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

Governmental Funds. The focus of the Town’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. As
of the end of the current fiscal year, the Town's governmental funds reported combined ending fund

balances of $136,714, a net decrease of $98,701 from the prior year. All of the ending fund balance
constitutes unreserved fund balance.

Proprietary Funds. The Town’s proprietary funds provide the same type of information found in the
business-type activities part of the government-wide financial statements, but in greater detail.

Total net assets of the water and sewer proprietary fund at year end were $5,389,198. Net assets
invested in capital assets, net of related debt, were $3,257,978 and unrestricted net assets were
$2,131,220. Other factors concerning the finances of this fund have already been addressed i the
discussion of the Town’s business-type activities.

GENERAL FUND BUDGETARY HIGHILIGHTS

The town did not amend its General Fund budget during the fiscal year.

During the fiscal year, total actual revenues on a budgetary basis were $256,076 (or 16%) below the
amount budgeted. The primary reason for revenues being less than budgeted is due to slow collection
of sidewalks & zoning receivables and unused intergovernmental revenues from Maryland.

Actual expenditures were virtually identical to amounts budgeted spending $244 below budget.

CAPITAL ASSETS AND LONG-TERM DEBT

Capital Assets. As of June 30, 2008, the Town had invested $7,510,305, Net of accumulated

depreciation, in a broad range of capital assets. Depreciation and depletion charges for this fiscal year
totaled $302,905.

Major capital asset events during the current fiscal year included the following:
»The completion of $248,189 of infrastructure—sidewalks, streets.
*The completion of $162,178 of sewer system and improvements.



Inne 302008 Iine 30 2007

Capital Assets, At Cost $3,288,705 $6,715097 § 10,003,802 $3,040,516 $ 6,552,923 §9,593,439
Less: Accum. Depreciation 8§72.110 1.621. 387 2.493.497 761.097 1,429 495 2,190,592

Net Capilal Assets $2416595 §$5093,710 § 7510305 82279419 § 5123428 § 74023847

Long-Term Debt. At the end of the current fiscal year, the Town had total-long term debt of
$3,155,931 of which $273,467 is due within one year and the remaining $2,882,464 is due in
subsequent years. $1,320,199 of the debt was related to governmental activities and $1,835,732 was

related to business-type activities. All business-type debt is bonded and backed by the full faith and
credit of the government.

The Town’s debt had a total net decrease of $79,075 during the fiscal year; as a result of obtaining
more debt and making all required payments on existing debt.

ECOMOMIC FACTORS AND NEXT YEARS BUDGET

The Town is expecting to feel the impact of the Base Realignment and Closure Act (BRAC) will
have on all of Cecil County and will have to modify future budgets according. BRAC is expected
to bring more residential growth which will increase the demands on the Town’s current
infrastructure and demands for services.

These factors were taken in consideration when adopting the General Fund Budget for fiscal year
2009.

REQUESTS FOR INFORMATION

This financial report is designed to provide a general overview of The Town of Rising Sun’s
finances to the citizens of The Town of Rising Sun and other users of such data. Requests for
additional copies of this report, questions concerning any of the information in this report,

and requests for additional financial information should be addressed to the Town Administrator,
Town of Rising Sun, MD 21911.



TOWN OF RISING SUN
STATEMENT OF NET ASSETS
JUNE 30, 2008

Governmental Business-Type
Activities Activities Total

ASSETS
Cash & Cash Eguivalents g 266,560 & 1,714,496 3 1,981,056
Investments 80,8%a 80,876
Taxes Receivable 45,423 45,423
Service Charges Receivable 174,109 174,109
Due from State of Maryland 41,968 41,968
Other Receivables 5,710 5,710
Internal Balances {265,474} 265,474 ]
Noncurrent Assets: Capital Assets,

Net of Accumulated Depreciation 2,416,595 5,093,710 7,510,305

TOTAL ASSETS 2,591,658 7,247,789 9,839, 447

LIABILITIES
Accounts Payable and Accrued Expenses 27,748 22,8589 50,608
Deferred Revenue 1,380 1,380
Escrows Held for Contractor 9,220 9,220
Noncurrent Liabilities:

Due Within One Year 124,260 149,207 273,467

Due in More than One Year 1,155,939 1,686,525 2,882,464

TOTAL LIABILITIES 1,358,548 1,858,591 3,217,139

NET ASSETS
invested in Capital Assets, Net of

Related Debt 1,096,396 3,257,978 4,354,374
Unrestricted 136,714 2,131,220 2,267,934

TOTAL NET ASSETS S 1,233,110 S 5,389,198 g 6,622,308

See accompanying notes and auditors' report.
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TOWN OF RISING SUN
BALANCE SHEET - GOVERMNMENTAL FUNDS
JUNE 30, 2008

General
Fund
ASSETS
Cash & Cash Equivalents [ 266,560
Investments 80,876
Taxes Receivable 45,423
Due from State of Maryland 41,968
Other Receivables 5,710
TOTAL: ASSETS 5 440,537
LIABILITIES
Accounts Payable and Accrued Expenses [4 27,749
Deferred Revenue 1,380
Escrows Held for Contractor _ 9,220
Due to Water & Sewer Proprietary Fund 265,474
TOTAL LIABILITIES 303,823
FUND BALANCES
Unreserved - Undesignated 136,714
TOTAL LIABILITIES & FUND BALANCES 5 440,537

See accompanying notes and auditors' report.
wll-



TOWN OF RISING SUN
RECONCILIATION OF THE BALANCE SHEET TO THE
STATEMENT OF NET ASSETS - GOVERNMENTAL FUNDS
JUNE 30, 2008

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

Fund Balance - Governmental Funds

Capital asseis used in governmmental activities are not
financial resources and, therefore are not reported in the funds:

Governmental capital assets 1 3,288,705
Less accumulated depreciation {B72,110}

Net capital assets

Long-term liabilities are not due and payable im the current
period and, therefore not reported in the funds:

General obligation debt

Net Assets of Governmental Activities

See accompanying notes and auditors' report.
~12.

136,714

2,416,555

{1,320,199)

1,233,110



TOWN OF RISING SUN

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE

GOVERNMENTAL FUNDS
FOR THE YEAR ENDED JUNE 30,

REVENUES
Taxes - Local Property
Taxes - Other Local
Licenses & Permits
Intergovernmental - State
Intergovernmental - County
Other Grants & Contributions
Charges for Services - Public Safety
Charges for Services - Waste Collection
Charges for Services - Planning & Zoning
Investment Earnings (Loss)
Miscellaneous

TQTAL REVENUES
EXPENDITURES
General Government Services
Public Safety - Police
Public Works - Highways & Streets
Public Works - Solid Waste Colilection
Parks & Recreation
Debt Service - Principal
Debt Service - Interest
TOTAL EXPENDITURES

OTHER FINANCING SOURCES
Proceeds from Long-Term Debt

TOTAL OTHER FINANCING SOURCES
EXCESS OF EXPENDITURES OVER REVENUES
FUND BALANCES - BEGINNING

FUND BALANCES - ENDING

See accompanying notes and auditors' report.
-13-

2008

$

$

General
Fund

705,709
211,524
9,428
155,378
108,085
7,650
467
130,535
37,083
{11,703)
9,018

1,363,188

370,504
463,942
465,400
158,727
9,477
129,425
56,957

1,654,432

192,543

192,543

(98,701)

235,415

136,714




TOWN OF RISING SUN
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JUNE 30, 2008

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

Net Change in Fund Balances - Governmental Funds ] (98,701}
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.

Capital outlay

248,189
Depreciation.expense {111,013}
The issuance of long-term debt provides current financial
resources to governmental funds, while repayment of principal
of long-term debt consumes the current financial resources
of governmental funds. Neither transaction, however, has
any effect on net assets. This amount is the net effect of
these differences in the treatment of long-term debt and
related items.
Proceeds (192,543)
Principal payments 129,425
Change in Net Assets of Governmental Activities 5 {24,643)

See accompanying notes and auditors' report.
~14-



TOWN OF RISING SUN
STATEMENT OF NET ASSETS - PROPRIETARY FUNDS
JUNE 30, 2008

ASSETS

Cash & Cash Equivalents

Service Charges Receivable

Due from General Fund

Noncurrent Assets: Capital Assets,
Net of Accumulated Depreciation

TOTAL ASSETS

LIABILITIES
Accounts Payable and Accrued Expenses
Noncurrent Liabilities:

Due Within One Year

Due in More than One Year

TOTAL LIABILITIES
NET ASSETS
Invested in Capital Assets, Net of Related Debt

Unrestricted

TOTAT, NET ASSETS

See accompanying notes and auditors' report.
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Total

1,714,456
174,103
265,474

5,093,710

7,247,789

22,853

149,207
1,686,525

1,858,591

3,257,978
2,131,220

5,389,198




OQPERATING REVENUES
Service Charges
Rents & Miscellaneous

TOTAL OPERATING REVENUE

OPERATING EXPENSES
Chemicals
Contracted Services & Engineering
Depreciation
Other Expenses
Payroll Taxes & Fringe Benefits
Repairs & Maintenance
Salaries & Wages
Supplies & Materials
Pesting
Utilities & Telephone
Vehicle Expenses

TOTAL OPERATING EXPENSES
OPERATING INCOME
OTHER REVENUE (EXPENSE)
Connection & Improvement Charges
Interest Income
Capital Grants
Interest Expense
TOTAL OTHER REVENUE (EXPENSE)
CHANGE IN NET ASSETS

NET ASSETS AT BEGINNING OF YEAR

NET ASSETS AT END OF YEAR

TOWN OF RISING SUN
STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS - PROPRIETARY FUNDS
FOR THE YEAR ENDED JUNE 30, 2008

$

Water Sewer Total
278,667 & 313,636 § 592,303
16,560 303 16,863
295,227 313,939 609,166
16,693 863 17,556
2,108 2,993 5,102
110,738 Bl,154 191,892
2,152 4,901 7,053
27,504 25,0814 53,118
9,169 12,968 22,137
49, 256 40,870 90,126
4,640 2,610 7,250
624 7,937 8,561
46,045 22,623 68,668
5,468 5,881 11,349
274,398 208,414 482,812
20,829 105,525 126,354
46,530 46,530
28,778 36,417 65,195
11,235 11,235
(10,704) {11, 655) {22,359)
29,309 71,292 100,601
50,138 176,817 226,955
1,993,835 3,168,408 5,162,243
2,043,973 & 3,345,225 § 5,389,198

See accompanying notes and auditors' report.
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TOWN OF RISING SUN
STATEMENT OF CASH FLOWS - PROPRIETARY FUNDS
FOR THE YEAR ENDED JUNE 30, 2008

CASH FLOWS FROM OPERATING ACTIVITIES
Cash Received f£rom Customers
Cash Paid to Suppliers & Employees

NET CASH FROM OPERATING ACTIVITIES

CASH FLOWS FROM NON-CAPITAL
FINANCING ACTIVITIES
Advances From (To} General Fund

CASH FLOWS FROM CAPITAL AND RELATED
FINANCING ACTPIVITIES
Acquisition of Property, Plant & Equipment
Repayment of Long-Term Debt
Connection & Capital Improvemsant
Charges Recelved
Capital Grants & Debt Forgiveness
Interest Paid on Long-Term Obligations

NET CASH FROM CAPITAL & RELATED
FINANCING ACTIVITIES

CASH FLOWS FROM INVESTING ACTIVITIES
Interest Earned

NET INCREASE {DECREASE) IN CASH
CASH, JULY, 2007

CASH, JUNE 30, 2008

RECONCILIATICN OF OPERATING INCOME TO NET
CASH PROVIDED BY OPERATING ACTIVITIES:

Operating Income
Adjustments to Reconcile Operating Income
to Net Cash Provided by Operating Activities
Depreciation
{Increase} Decrease in Accounts Receivable
Increase (Decrease) in Accounts Payable
Total Adjustments

NET CASH FROM OPERATING ACTIVITIES

§

@ge accompanying notes and auditors' report.

iy

Total

600,031

(303,892)

296,139

{22,504)

(162,174}
(146,867}

46,530
11,235
{22,353)

{273,635)

65,185

65,195

1,649,301

1,714,486

126,354

151,892
{9,135}

{12,5872)

162,785

296,139



TOWN OF RISING S5UN
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2008

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Town of Rising Sun was incorporated in 1860. The Town operates
under a Mayor - Commissioner form of government and provides the
following services: Public Safety - Police; Public Works - Highways
and Streets; Water, Sewer and Sanitation; Recreation - Parks; and
General Administrative Services.

The financial statements of the Town have been prepared in conformity
with accounting principles generally accepted in the United States of
2merica as applicable to government units. The Government Accounting
Standards Board (GASB) is the accepted standard-setting body for
establishing governmental accounting and financial reporting
principles. Proprietary funds apply Financial Accounting Standard
Board (FASBE) proncuncements and Accounting Principles Board (APB)
opinions issued on or before November 30, 1589, unless those
pronouncements conflict with or contradict GASB pronouncements, in
which case, GASB prevails. The more significant of the government'’s
accounting policies are described below.

GOVERNMENT-WIDE FINANCIAL STATEMENTS

The government-wide financial statements {(the statement of net

assets and the statement of activities) report information on all non-
fiduciary activities of the Town. For the most part, the effect of
interfund activity has been removed from these statements.

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

Separate financial statements are provided for governmental,

proprietary and fiduciary funds, even though the latter are excluded
from the government-wide financial statements.
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NOTE 1 -SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

MEASUREMENT FOCUS, BASIS OF ACCOUNTING & FINANCIAL STATEMENT
PRESENTATION

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

Govermmental fund financial statements are reported using the current
financial resources measurement focus and the modified accrual basis
of accounting. Revenues are recognized as soon as they become both
measurable and available. Revenues are considered to be available when
they are collectible within the current period or soon enough
thereafter to pay liabilities of the current period. For this purpose,
the Town considers revenues to be available if they are collected
within 60 days of the end of the current fiscal period. Expenditures

generally are recorded as a liability when incurred, as under accrual
accounting.

The Town maintains the following two funds:

Governmental Fund Type - General Fund

The General Fund is the general operating fund of the Town. It is used
to account for all financial resources except those required to be
accounted for in another fund.

Proprietary Fund Type - Water and Sewer Enterprise Fund

The Water and Sewer Enterprise Fund is used to account for operations
{a) that are financed and operated in a manner similar to private
business enterprises where the intent of the governing body is that
the costs (expenses, including depreciation) of providing goods or
sarvices to the general public on a continuing basis be financed or
recovered primarily through user charges, or (b} where the governing
body has decided that periodic determination of revenues earned,
expenses incurred and/or net income is appropriate for capital

maintenance, or public policy, management control, accountability or
other purposes.
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NOTE 1 -SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

BUDGETARY DATA

Formal budgetary accounting is emploved as a management control for
all funds of the Town. Amnmual operating budgets are adopted, after
public hearings, by passing of an ordinance prior to the start of each
fiscal vear. Transfers of appropriations between functions require
approval of the Board of Commissioners. The budget uses the same basis
of accounting as used to reflect actual revenues and expenditures.

RECEIVABLES

211 receivables are reported at gross values. No allowance for
uncollectible accounts is deemed necessary.

CAPITAL ASSETS

Capital assets, which include property, plant, equipment, and
infrastructure assets (e.g., roads, bridges, sidewalks, and similar
items) are réported in the govermment-wide financial statements.
Capital assets are defined by the government as assets with an initial
cost of more than $2,500 and an estimated useful life in excess of one
vear. Such items are recorded at historical cost or estimated
historical cost if purchased or constructed. Donated capital assets
are recorded at estimated fair value at the date of donatiomn.

The costs of normal maintenance and repalrs that do not add to the
value of the asset or materially extend the life of an asset are not
capitalized. Major outlays for capital assets and improvements are
capitalized as projects are constructed.

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

Machinery, equipment and vehicles 4 to 25 years
Buildings and improvements 20 to 50 years
Public domain infrastructure 10 to 50 vyears
Water & Sewer plants, lines and tanks 25 to 50 years
Water & Sewer improvements 10 to 50 vears
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NOTE 1 -SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES -~ CONTINUED

COMPENSATED ABSENCES

Since accumulated unpaid vacation and sick leave are relatively
immaterial, no accruals have been made with respect to them.

NET ASSETS

In the government-wide financial statements, net assets are classified
in the following categories:

Invested in Capital Assets, Net of Related Debt

This category groups all capital assets, including infrastructure,
into one component of net assets. Accumulated depreciation and the
outstanding balance of the debt that is attributable to the
acquisition, construction or improvement of these assets reduces this
category.

Unrestricted Net Assets

This category represents the net assets of the Town, which are not
reastricted for any project or other purpose by third parties.

NOTE 2- CASH AND CASH EQUIVALENTS

Deposits are carried at cost plus accrued interest. The carrying
amount of Deposits is separately displayed on the balance sheet as
'Cash And Eguivalents”, and consists of demand deposits and
certificates of deposit with short-term (less than six month)
maturities.

Deposits, by level of risk, are:

Carrying Bank
Amount Balance
Insured {(FDIC) s 214,158 s 271,755
Uninsured, Colliateral Held By Pledging Banks
Trust Departments In Town's Name 134,647 134,647
MD Local Government Investment Pool 1,632,251 1,632,251
Total Deposits 51,981,056 52,038,653
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NOTE Z- CASH AND CASH EQUIVALENTS - CONTINUED

The Town has adopted a policy to be followed when investing public
funds in accordance with the provisions of Article 95, Section 22F of
the Annotated Code of Maryland which prescribes the type of
investments permissible for Maryland Municipalities. This policy
requires that Town funds be invested in obligations for which the
United States has pledged its full faith and credit, obligations
insured by a federal agency {such as the FDIC), obligations
collateralized by federal cbligations, and portfolios created under
the Maryland Local Government Investment Pool. The Town has adhered to
these policies when investing its funds throughout the fiscal vear.

NOTE 3 - INVESTMENTS

The Town was bequeathed some A.T.& T. stock in the 1250’s. The shares
now owned are a result of subseguent stock splits and the A.T.& T.
divestiture in 1584. These stocks would not be a permitted investment
under Article 95, Section 22 of the Annotated Code of Maryland.
However, the Town retains the right to hold these stocks for public
use under Article 23A, Subsection 24 of the Code. The Town follows
GASB Statement 31, which provides that investments should be carried
at fair market value and that the change in the market value of
investments be reported as revenue in the operating statement. The
current year's decrease in market value of $18,663 (from $99,539 at
June 30, 2007 to $80,8768 at June 30, 2008) has been reflected as a
revenue item in the General Fund’'s Statement of Operations.

NOTE 4- RETIREMENT PLAN

The Town provides pension benefits for all of its full-time employees
through a defined contribution plan. In a defined contribution plan,
benefits depend solely on amounts contributed to the plan plus
investment earnings. Employees are eligible to participate after
reaching age 21 and completing one vear of service. Vesting occurs 40%
after four vears, 5% additional for each of the next two years, and
10% additional for each of the next five years. Town conkributions
for, and interest forfeited by employees leaving employment before
full vesting are used to reduce the Town'’s current contribution
reguirement.

The Town’'s total payvroll in fiscal 2008 was $585,439. The total
required contribution to the plan for fiscal 2008 was $10,966. All
employer contributiong are fully insured. There is no obligation or
provision for employees to contribute to the plan.
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NOTE 4- RETIREMENT PLAN -~ CONTINUED

Additionally, the Town offers a deferred compensation plan under IRS
section 457 (b). Employees are eligible to participate after reaching
age 21 and completing one vear of service. The Town matches the
employee’s salary deferral up to a maximum of 3%. Covered payroll was
$454,628 and the Town's contribution was $13,639.

NOTE 5- RISK MANAGEMENT

The Town has commercial insurance which covers all significant losses.
There have been no significant reductions in insurance coverage.
Settlement amounts have not exceeded insurance coverage for the
current vear or for the three prior years.
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NOTE & - CAPITAL ASSETS

Capital asset activity for the vear ended June 30, 2008 is as follows:

COST OF CAPITAL ASSETS:

Governmental Ackivities
Land
Building & Improvements
Land Improvemenks
Infrastructure - Sidewalks,
Streeks
Machinery, Egquipment & Vehicles
Total Govermmental Acktivities
Business-Type Activitien
Land
Water Tanks, Mains, Wells & Plant
Sewer System & Improvemenbs
Machinery, Egquipment & Vehicles
Tokal Business-Type Activities
Tokal Cost

LESS: ACCUMULATED DEPRECIATION
Governmenkal Activities
Land
Buildings & Improvements
Land Improvements
Infrastructure - Sidewalks
Streets..
Machinery, Eguipment & Vehicles
Total Governmental Activities
Business-Type Activities
Land
Waker Tanks, Maine & Plants
Sewer Hystem & Improvements
Machinery, Equipment & Vehicles
Total Business-Type Activities
Total Accumulated Depreciation

WET CAPITAL ASSETS:
Governmental Activities
Business-~Type Activities

Total Net Capital Aspets

%

6/30/07 Additions Dispositions 6/30/08
417,807 $ 417,807
1,551,091 1,551,081
209,204 209,204
315,836 248,188 563,825
546,778 546,778
31,040,516 248,189 0 3,288,705
105,491 105,491
3,273,081 45,799 3,318,8%0
2,791,276 116,375 2,907,651
383,085 383, 065
6,552,923 162,174 0 6,715,087
9,503,439 410,363 0 10,003,802
180,218 31,022 211,240
112,604 11,184 123,788
20,701 36,214 56,8915
447,574 32,583 480,167
761,097 11,013 0 872,110
581,941 97,278 679,218
716,484 65,487 78%,971
131,070 29,127 160,197
1,429,485 191,882 0 1,621,387
2,180,582 302,905 0 2,493,497
2,279,419 137,176 2,416,595
5,123,428 {29,718} 5,083,710
7,402,847 107,458 & 0 7,510,305
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NOTE 7 - LONG-TERM BEBT
Long-Term Debt abk June 30, 2008 consisks of:

Govermmental Ackivities:
Mortgage Loan - NBRS Financial
Total authorized and issued as of June 30, 2008 - 5$1,398,427. Principal repaid
through June 30, 2008 - $170,771l. Interest at 3.94%, adjustable every three years.
Honthly principal and interest payments of %6,878 through April, 2032. § 1,227,656

Capital Improvement Loan - NBRS Financial
Total authorized and issued as of June 30, 2008 - $i%92,543,
Brineipal paid through June 30, 2008 - $100,000. Interest at 2.93%.
Quarterly interest payments through June, 200%. Balance due June 15, 2009. 82,543

Total Governmental Activities 1,320,199

Business-Type Activikties:
Maryland Waker Quality Financing Administration, Series 1890 Bond
Total authorized and issued as of June 30, 2008 - $549,186. Principal repaid
through June 30, 2008 - $435,311. Interest at 4.9%, paid semi-annually.
Principal to be repaid in amnual installments through February, 2011. 113,875

Maryland Water Quality Financing Administration, Series 2002 Bonds
Total authorized and issued as of June 30, 2008 - $3,600,000. Issued as of
June 30, 2008 - $2,179,987. ©Principal repaid through June 30, 2008 - $458,110,
Interest at 0.5%, paid semi-ammually. Principal te be repaid in annual 1,721,857
installments through February, 2032.
Total Businesa-Type Activities $ 1,835,732

Total Long-Term Debt 3,155,931

Puring the year ended June 310, 2008, the following changes coecurred in Long-Term Debt:

Balance Balance
&6/30/07 Issued Rekired 6/30/08
Governmental Activities s 1,257,081 % 192,543 & 129,425 § 1,320,199
Bueiness-Type Activities 1,982,599 146,887 1,835,732
Totals § 3,239,680 ¢ 182,543 & 276,292 § 3,155,931
Future debt service requirements are as follows:
Governmental Activities Business-Type Activities
Principal Interest Principal Interest
Years Ending June 30 Maturing Payable Maturing Payable
2009 & 124,260 ¢ 50,515 & 149,208 ¢ 12,968
2010 32,989 46,530 151, 836 10,482
2011 34,313 45,207 147,399 B, 083
2012 35,569 43,951 112,572 6, 656
2013 through 2017 240,978 196, 626 341,824 27,071
2018 through 2022 244,675 152,927 310,759 19,284
2023 through 2027 297,878 99,724 318,608 11,418
2028 through 2032 349,539 34,974 296,726 3,425
Totals $ 1,320,199 $ 670,454 § 1,835,732 3§ 89,387
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TOWN OF RISING SUN

STATEMENT OF REVENUES, EXFENDITURES AND CHANGES IN FUND BALANCES
BUDGET AND ACTUAL

FOR THE YEAR JUNE 30, 2008

REVENUES
Property Taxes
Other Local Taxes
Licenses & Permits
Intergovernmental - State
Intergovernmental - County
Other Grants & Contributions
Charges for Services - Public Safety
Charges for Services - Waste Collection
Charges for Services - Sidewalks & Zoning
Investment Barnings {Loss)
Miscellaneous

TOTAL REVENUES

EXPENDITURES
General Government Services
Public Safety - Police
Public Works - Highways & Streets
Public Works - Solid Waste Collection
Parks & Recreation
Debt Service - Principal
Debt Service - Interest

TOTAL, EXPENDITURES

OTHER FINANCING SQURCES
Proceeds from Long-Term Debt

TOTAL OTHER FINANCING SOURCES
EXCESS OF REVENUES OVER EXPENDITURES
FUND BALANCES - BEGINNING

FUND BALANCES -~ ENDING

- GENERAL FUND

Original Variance with
and Final Budget -
Final Positive
Budget Actual {Negative}
-4 723,078 $ 705,709 & {(17,360)
156,529 211,524 54,895
3,000 9,428 6,428
296,350 155,378 {140,972}
108,058 108,085 1
4,000 7,650 3,650
4,528 467 (4, 061)
137,500 130,535 {6,965)
172,381 37,083 (135,298)
4,000 (11,703} (15,703)
9,800 9,018 (782)
1,619,264 1,363,188 (254,076}
451,539 370,504 B1,035
570,792 463,942
229,658 465,400 (235,742)
161,087 158,727 2,360
34,000 9,477 24,523
150, 600 129,425 21,175
57,000 56,957 43
1,654,676 1,654,432 244
52,532 192,543 139,611
52,932 192,543 139,611
17,520 {98,701} 116,221
235,415 235,415 0
[ 252,535 g 136,714 & 1ia,221

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