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INDEPENDENT AUDITOR'S REPORT
To the Selectboard
Town of Royalton
South Royalton, Vermont

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the business-
type activities, each major fund and the aggregate remaining fund information of the Town of
Royalton, Vermont as of and for the year ended June 30, 2016, and the related notes to the financial
statements, which collectively comprise the Town’s basic financial statements as listed in the Table of
Contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this
includes the design, implementation, and maintenance of internal control relevant to the preparation
and fair presentation of financial statements that are free from material misstatement, whether due to
fraud or error.

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government 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 financial statements are free of
material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the entity’s
preparation and fair presentation of the financial statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness
of the entity’s internal control. Accordingly, we express no such opinion. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluating the overall presentation of the
financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinions.

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, the business-type activities, each major
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fund and the aggregate remaining fund information of the Town of Royalton, Vermont, as of June 30,
2016, and the respective changes in financial position and, where applicable, cash flows thereof and
the budgetary comparison for the General Fund and Highway Fund for the year then ended in
accordance with accounting principles generally accepted in the United States of America.

Other-Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that management’s
discussion and analysis be presented to supplement the basic financial statements. Such information,
although not a part of the basic financial statements, is required by the Governmental Accounting
Standards Board, who considers it to be an essential part of financial reporting for placing the basic
financial statements in an appropriate operational, economic, or historical context. We have applied
certain limited procedures to the required supplementary information in accordance with auditing
standards generally accepted in the United States of America, which consisted of inquiries of
management about the methods of preparing the information and comparing the information for
consistency with management’s responses to our inquiries, the basic financial statements, and other
knowledge we obtained during our audit of the basic financial statements. We do not express an
opinion or provide any assurance on the information because the limited procedures do not provide us
with sufficient evidence to express an opinion or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the Town’s basic financial statements. The Budget to Actual comparison for the
General Fund and the Highway Fund in Schedules 1 and 2, and the combining and individual non-
major fund financial statements (Schedules 3 and 4) 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 certain additional
procedures, including comparing and reconciling such information directly to the underlying
accounting and other records used to prepare the basic financial statements or to the basic financial
statements themselves, and other additional procedures in accordance with auditing standards
generally accepted in the United States of America. In our opinion, the information is fairly stated in
all material respects in relation to the basic financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated February 22,
2017 on our consideration of the Town’s internal control over financial reporting and our tests of its
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other
matters. The purpose of that report is to describe the scope of our testing of internal control over
financial reporting and compliance and the results of that testing, and not to provide an opinion on
internal control over financial reporting or on compliance. That report is an integral part of an audit
performed in accordance with Government Auditing Standards in considering the Town’s internal
control over financial reporting and compliance.

Respectfully submitted,

Fotlgal Sep { Vet CPAS
FOTHERGILL SEGALE & VALLEY, CPAs
Montpelier, Vermont

Vermont Public Accountancy License #110

February 22, 2017




TOWN OF ROYALTON, VERMONT
MANAGEMENT’S DISCUSSION AND ANALYSIS
YEAR ENDED JUNE 30, 2016

Our discussion and analysis of the Town of Royalton, Vermont’s financial performance provides an
overview of the Town’s financial activities for the year ended June 30, 2016. Please read it in
conjunction with the Town’s financial statements which begin on page 10.

Financial Highlights

Government-Wide Statements

Net position of our governmental activities increased by $1,141,718 or about 18%. The net
position of our business-type activities increased by $15,419 or about 6%.

The cost of all of the Town’s programs was $2,274,775 in fiscal year 2016, compared to
$2,393,696 in fiscal year 2015, with no new programs added this year.

Fund Statements

The General Fund reported a decrease in fund deficit this year of $119,640, which was
$119,640 worse than what was budgeted. This brings the fund deficit to $308,081 from the
restated $188,441 deficit at June 30, 2015. The General Fund nonspendable fund balance was
$33,408 and consists of prepaids and the unassigned fund deficit is $341,489.

The Highway Fund reported an increase in fund balance this year of $185,871, which was
$24,129 worse than what was budgeted. This brings the fund balance to $945,061 from the
restated balance of $759,190 at June 30, 2015. The Highway Fund nonspendable fund balance
is $76,180, made up of $9,210 in prepaids and $66,970 of inventory. The unassigned fund
balance is $868,881.

The Capital Projects Fund reported an increase in fund balance this year of $150,835. The
Capital Projects Fund ended fiscal year 2016 with a fund deficit of $80,637, compared to a
restated fund deficit of $231,472 at June 30, 2015.

The FEMA Hurricane Irene Fund reported an increase in fund balance this year of $108,870.
This fund ended the year with a fund deficit of $249,853, compared to a fund deficit of
$358,723 at June 30, 2015.

The Community Development Fund reported an increase in fund balance this year of $2,909,
compared to a decrease of $6,215 in fiscal year 2015. This fund ended the year with a zero
fund balance, compared to a fund deficit of $2,909 in fiscal year 2015.

The nonmajor funds, as a whole, reported a net increase in fund balance this year of $112,726,
compared to an increase of $147,305 in fiscal year 2015. This brings the combined fund
balance from $1,740,819 to $1,853,545.

The Wastewater Fund reported an increase in net position of $15,419 in fiscal year 2016,
compared to an increase of $18,703 in fiscal year 2015, resulting in an ending net position of
$287,492.

Using This Annual Report

This annual report consists of a series of financial statements. The Statement of Net Position and the
Statement of Activities (Exhibits A and B) provide information about the activities of the Town as a
whole and present a longer-term view of the Town’s finances. Fund financial statements start on
Exhibit C. For governmental activities, these statements tell how these services were financed in the
short term as well as what remains for future spending. Fund financial statements also report the
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TOWN OF ROYALTON, VERMONT
MANAGEMENT’S DISCUSSION AND ANALYSIS
YEAR ENDED JUNE 30, 2016
(Continued)

Town’s operations in more detail than the government-wide statements by providing information about
the Town’s most significant funds.

Reporting the Town as a Whole

One of the most important questions asked about the Town’s finances is, “Is the Town as a whole
better off or worse off as a result of the year’s activities?” The Statement of Net Position and the
Statement of Activities report information about the Town as a whole and about its activities in a way
that helps answer this question. These statements include all assets and liabilities using the accrual
basis of accounting, which is similar to the accounting used by most private-sector companies. All of
the current year’s revenues and expenses are taken into account regardless of when cash is received or
paid.

These two statements report the Town’s net position and change in net position. You can think of the
Town’s net position — the difference between assets and liabilities — as one way to measure the Town’s
financial health, or financial position. Over time, increases or decreases in the Town’s net position is
one indicator of whether its financial health is improving or deteriorating. You will need to consider
other non-financial factors, however, such as changes in the Town’s property tax base and the
condition of the Town’s roads, to assess the overall financial health of the Town.

In the Statement of Net Position and the Statement of Activities, we divide the Town into two kinds of
activities:

¢ Governmental activities — The Town’s basic services are reported in the General Fund,
including the highway department, general administration, revolving loans, and police, etc.
Property taxes, charges for services and state and federal grants finance most of these activities.

o Business-type activities — The Town charges a fee to customers to help it cover all or most of
the cost of certain services it provides. The Town’s wastewater activity is reported here.

Reporting the Town’s Most Significant Funds

Our analysis of the Town’s major funds begins on Exhibit C and provides detailed information about
the most significant funds — not the Town as a whole. Some funds are required to be established by
State law and by bond covenants. The Town’s two categories of funds — governmental and proprietary
— use different accounting approaches.

e Governmental fund ~ The Town’s basic services are reported in the governmental fund, which
focuses on how money flows into and out of that fund and the balance left at year-end that is
available for spending. This fund is reported using a measurement focus called current
financial resources, which measures cash and all other financial assets that can readily be
converted to cash. The governmental fund statements provide a detailed short-term view of the
Town’s general government operations and the basic services it provides. Governmental fund
information helps you determine whether there are more or fewer financial resources that can
be spent in the near future to finance the Town’s programs. We describe the relationship (or
differences) between governmental activities (reported in the Statement of Net Position and the
Statement of Activities) and governmental fund in Exhibits D and F that are included in the
financial statements.




TOWN OF ROYALTON, VERMONT
MANAGEMENT’S DISCUSSION AND ANALYSIS

(Continued)

YEAR ENDED JUNE 30, 2016

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

The Town as a Whole

The Town’s combined net position increased by $1,157,137 from a year ago — increasing from a
restated balance of $6,598,254 to $7,755,391. Net position for the governmental activities was
increased from a restated balance of $6,326,181 to $7,467,899. The governmental activities prior year
balances were restated to increase capital assets by $39,660, to add inventory of $55,995, to add grant
receivable of $75,793 and to remove deferred inflows of $172,910. These resulted in a net increase of
governmental activities net position by $344,358.

The business-type prior year balances were restated to increase capital assets by $5,510, increasing the
net position from $266,563 to $272,073. Our analysis below focuses on the net position (Table 1) and
changes in net position (Table 2) of the Town’s governmental and business-type activities. Prior year

information is not available for Table 2 but will be available in the future.

Table 1
Net Position

Governmental Business-type
Activities Activities Total
Restated Restated Restated
2016 2015 2016 2015 2016 2015
Current and other assets $ 2654477 $§ 3250339 § 118,412 § 107,515 $ 2,772,889 § 3,357,854
Capital assets, net of depr 5,997,392 4,665,603 169,184 168,575 6,166,576 4,834,178
Total assets 8,651,869 7,915,942 287,596 276,090 8,939,465 8,192,032
Long-term liabilities 829,262 275,600 0 0 829,262 275,600
Other liabilities 354,708 1,314,161 104 4,017 354,812 1,318,178
Total liabilities 1,183,970 1,589,761 104 4,017 1,184,074 1,593,778
Net position:
Invested in capital assets,
net of debt 5,170,210 4,378,449 169,184 168,575 5,339,394 4,547,024
Restricted 1,459,784 2,463,092 0 0 1,459,784 2,463,092
Unrestricted 837,905 (515,360) 118,308 103,498 956,213 (411,862)
Total net position $ 7467899 $ 6,326,181 § 287492 § 272,073 $ 7,755391 $§ 6,598,254

Net position of the Town’s governmental activities increased by about 19% in fiscal year 2016
(87,467,899 compared to a restated balance of $6,326,181). Unrestricted net position — the part of net
position that can be used to finance day-to-day operations without constraints established by debt
covenants, enabling legislation, or other legal requirements — increased from a deficit of $515,360 to a
balance of $837,905 in fiscal year 2016. Restricted net position decreased from $2,463,092 to

$1,459,784 in fiscal year 2016.

The net position of our business-type activities increased by $15,419 in fiscal year 2016 ($287,492

compared to $272,073).
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TOWN OF ROYALTON, VERMONT
MANAGEMENT’S DISCUSSION AND ANALYSIS
YEAR ENDED JUNE 30, 2016
(Continued)

Table 2
Changes in Net Position

Governmental Business-Type
Activities Activities
2016 2016
REVENUES
Program revenues:
Charges for services $ 164,991 $ 188,212
Operating grants and
contributions 290,516 0
Capital grants and
contributions 1,050,817 0
General revenues:
Property taxes/interest/penalty 1,701,623 0
Investment income 40,623 0
Loss on asset disposal (4,870) 0
Transfers in (out) 48,000 (48,000)
Total revenues 3,291,700 140,212
PROGRAM EXPENSES
General government 749,205 0
Highway 1,117,213 0
Public safety 159,633 0
Cemetery 27,156 0
Culture and recreation 79,912 0
Other services 150 0
Interest on debt 16,713 0
Wastewater 0 124,793
Total program expenses 2,149,982 124,793
CHANGE IN NET POSITION $ 1,141,718 $ 15419

Governmental Activities
The increase in net position for governmental activities was $1,141,718 in fiscal year 2016.

The cost of all governmental activities this year was $2,149,982. However, as shown in the Statement
of Activities on Exhibit B, the amount that our taxpayers ultimately financed for these activities
through Town taxes was only $643,658 because some of the cost was paid by those who directly
benefited from the programs ($164,991) or by other governments and organizations that subsidized
certain programs with grants and contributions ($1,341,333).




TOWN OF ROYALTON, VERMONT
MANAGEMENT’S DISCUSSION AND ANALYSIS
YEAR ENDED JUNE 30, 2016
(Continued)

Business-Type Activities

The net position for business-type activities increased by $15,419 in fiscal year 2016. The cost of all
business-type activities this year was $124,793, plus a transfer of $48,000 to other funds. However,
these costs were fully covered by those who directly benefited from the programs ($188,212).

Table 3 presents the cost of each of the Town’s two largest programs — general government and
highway — as well as each program’s net cost (total cost less program revenues). The net cost shows
the financial burden that was placed on the Town’s taxpayers by each of these functions. Prior year
information is not available for Table 3 but will be available in the future.

Table 3
Governmental Activities

Total Cost Net Cost
of Services of Services
2016 2016
General government $ 749,205 $ (234,811)
Highway 1,117,213 641,884
All others 283,564 236,585
Totals $2,149,982 $ 643,658
The Town’s Funds

As the Town completed the year, its governmental funds (as presented in the Balance Sheet on Exhibit
C) reported a combined fund balance of $2,160,035, which is greater than last year’s total restated fund
balance of $1,718,464. Included in this year’s total increase in fund balance of $441,571 was a
decrease of $119,640 in the General Fund, an increase of $185,871 in the Highway Fund, an increase
of $150,835 in the Capital Projects Fund, an increase of $108,870 in the FEMA Hurricane Irene Fund,
an increase of $2,909 in the Community Development Fund, and an increase of $112,726 in the
nonmajor governmental funds.

General Fund Budgetary Highlights

The Town’s General Fund’s activity compared to budget is reported on Exhibit G and the Highway
Fund’s activity compared to budget is reported on Exhibit H and Schedule 2. Some of the larger
variances were as follows:

Variance
Favorable
Budget Actual (Unfavorable)
Revenues:
General Fund -
Property taxes $ 930,965 $ 744287 $ (186,678)
Intergovernmental 55,300 91,584 36,284
Expenditures:
Highway Fund -
Wages - staff 143,000 116,086 26,914
Fuel and oil 83,000 36,427 46,573
Capital outlays 4,000 198,150 (194,150)




TOWN OF ROYALTON, VERMONT
MANAGEMENT’S DISCUSSION AND ANALYSIS
YEAR ENDED JUNE 30, 2016
(Continued)

Property tax revenue was lower than budget due to the Town having budgeted for delinquent taxes.
Intergovernmental revenue was greater than budget due mostly to receiving more land use funds from
the State than anticipated.

Highway staff wage expense was lower than budget due to less need for seasonal help due to the mild
winter. Fuel and oil was also under budget due to the mild winter. Capital outlays were over budget
due to the Gilman Road improvements and the sidewalk/guardrail projects which weren’t budgeted.

Capital Assets and Debt Administration
Capital Assets

At June 30, 2016, the Town had $6,166,576 invested in a broad range of capital assets, including land,
land improvements, buildings and improvements, vehicles, plant, furniture and equipment, and
infrastructure, net of accumulated depreciation. (See Table 4 below) This amount represents a net
increase (including additions and deductions) of $1,332,399.

Table 4
Capital Assets at Year-End
(Net of Accumulated Depreciation)

Governmental Business-type
Activities Activities Totals
Restated Restated Restated
2016 2015 2016 2015 2016 2015
Land and easements $ 711413 $ 771413 § 30811 $ 30811 $ 802,224 § 802,224
Construction in progress 6,500 285,470 13,792 5,510 20,292 290,980
Plants, lines & improv. 0 0 116,041 123,371 116,041 123,371
Buildings 1,526,525 743,383 0 0 1,526,525 743,383
Building improvements 21,942 14,566 0 0 21,942 14,566
Land improvements 49,521 0 0 0 49,521 0
Infrastructure 2,713,482 2,093,879 0 0 2,713,482 2,093,879
Furniture and equipment 336,725 320,851 8,540 8,882 345,265 329,733
Vehicles 571,284 436,041 0 0 571,284 436,041

Totals $ 5,997,392 § 4665603 $ 169,184 $§ 168,574 _$ 6,166,576 $§ 4,834,177

This year’s major additions for governmental activities were the new Town office building, computers,
office furniture, phones, a snowblower, police dashboard cameras, two new vehicles, paving at the new
Town office and on Waterman Road and Mill Street, and work on Gilman Road. The major addition to

the business-type activities was refurbishment work done relating to the wastewater facility.




TOWN OF ROYALTON, VERMONT
MANAGEMENT’S DISCUSSION AND ANALYSIS
YEAR ENDED JUNE 30, 2016
(Continued)

Debr Administration

At June 30, 2016, the Town had $820,641 in notes and bonds outstanding versus $262,573 on June 30,
2015 — an increase of $558,068 — as shown in Table 5.

Table 5
Outstanding Debt at Year-End
Governmental
Activities
Balance - June 30, 2015 $ 262,573
Proceeds 600,000
Principal payments (41,932)
Balance - June 30, 2016 $ 820,641

Proceeds received in fiscal year 2016 were for the Town office building project.
Economic Factors and Next Year’s Budgets and Rates

When adopting the budget for the fiscal year 2017 year, the Selectboard based their figures on previous
year spending and departmental budget requests. The tax rate is set based on the voter approved
budget amount for taxes divided by the Grand List.

Contacting the Town’s Financial Management

This financial report is designed to provide our citizens, taxpayers, customers, and investors and
creditors with a general overview of the Town’s finances and to show the Town’s accountability for
the money it receives. If you have questions about this report or need additional financial information,
contact the Finance Manager’s office at Town of Royalton, PO Box 680, Royalton, Vermont 05068.




TOWN OF ROYALTON, VERMONT EXHIBIT A
STATEMENT OF NET POSITION
JUNE 30, 2016
Governmental Business-type
Activities Activities Total
ASSETS
Cash $ 1,340,277 $ 5,686 $ 1,345,963
Cash due from other funds 8,282 (8,282) 0
Investments 897,494 0 897,494
Taxes, penalty and interest receivable 177,020 0 177,020
Grant receivables 110,528 0 110,528
Other receivables 6,972 118,781 125,753
Loans receivable - due within one year 3,232 0 3,232
Prepaid expenses 43,115 293 43,408
Inventory 66,970 0 66,970
Internal balances (1,934) 1,934 0
Loans receivable - due after one year 2,521 0 2,521
Capital assets:
Land and easements 771,413 30,811 802,224
Construction in process 6,500 13,792 20,292
Plant, equipment and vehicles 7,383,020 1,318,756 8,701,776
Accumulated depreciation (2,163,541) (1,194,175) (3,357,716)
Total assets 8,651,869 287,596 8,939,465
LIABILITIES
Accounts payable 15,851 104 15,955
Construction payable 6,541 0 6,541
Accrued payroll 7,657 0 7,657
Accrued interest 8,381 0 8,381
Short-term debt 316,278 0 316,278
Notes and bonds payable due within one year 52,654 0 52,654
Compensated absences due after one year 8,621 0 8,621
Notes and bonds payable due after one year 767,987 0 767,987
Total liabilities 1,183,970 104 1,184,074
NET POSITION
Invested in capital assets, net of related debt 5,170,210 169,184 5,339,394
Restricted - expendable 536,927 0 536,927
Restricted - nonexpendable 922,857 0 922,857
Unrestricted 837,905 118,308 956,213
Total net position $ 7,467,899 $ 287,492 $ 7,755,391

See Notes to Financial Statements.

-10 -




IM,HI

16€°SSL L 6v°L8T 668°L9Y°'L $ 910z ‘0¢ aunf - uonrsod JoN
¥5T'865°9 £L0°TLT 181°97€°9 (payessal se) G10T I A - uonisod 1N
898°6¥¢ 015°s 8SEVYE Ww_UNSN{PY PoHSd Iotid
98¢°8¥T9 £95°99¢ £T8°186°S (pareis Ajreursuio s8) 10z 1 A[nf - vonisod 10N
LETLST'L 61+°S1 8ILIVI‘l uwoyysod 1ou ug 98uey)
9LELELT (000°8H) 9LES]LT SIQJSUBI] PUE SONUIASI [BISUSS [E10L
0 (000°81) 000°8¥ SIgJsuei],
(0L8°) 0 (028°) JesodsIp jesse uo sso7]
£29°0F 0 €790 SHIUNSIAUT UO STUTUIE]
€T TOLT 0 £T9°10L°1 Apeuad pue jsaten ‘soxe; Autadoig
ISONUOAIY [elousn)
(6£7°089) 61¥°€9 (859°c¥9) L1S0S0°T  § 915°06¢ $ €0T°¢sE § SLLYLTT $
61+°€9 61¥°€9 0 0 0 717°881 €6LYTI
61¥°€9 61¥°€9 0 0 0 TIT°881 €6LbT1
(859°cv9) 0 (859°cH9) L18°050°T 915067 166491 86°6¥1°C
(€1L'91) 0 (€1L%91) 0 0 0 €1L°9Y
LSEl 0 LSE'T 0 LOS 1 0 0st
(z166L) 0 (T166L) 0 0 0 TI6°6L
(951°97) 0 (9s1°92) 0 0 000°1 961°LT
(191°611) 0 (1or°s1D) 0 0 Yy £€9°651
118°%¢T 0 118VET LEV'STL ISI°I¥L 8TH YL SOT6¥L
+88°1+9) 0 (+88°1+9) 08€‘CTe $ 858°LY1 $ 160°S $ CITLITT $
[eyol, SAIMNIAPY SANAIPY suonngLiuo)) suonnqLiuo)) moum?-om mum-_un_nm—
ad Ky-ssoumisng [BITIUIUIIA0D) pUE SjuBI) pue spue.in 10J sagaey)
uonisod 32N Ui Aguey)) pue ende) SupesadQ
ANUIARY (dsuadxy) 19N
9102 ‘0€ ANNS AIANT VA

g LI9IHXd

SAILLIALLOYV 40 LNIWALVIS
INOWYHA ‘NOLTVAOY 40 NMOL

"SIUSWISILIS [BIOURUL 0} SAJON 995

e

saniAnoe adA)-ssouisnq (810,
ISTEMAISB M
SaMIALDY 2dA)-sssuisng

SOINATIOR [BIUSUILISAOS [B10]
1q9p ULIS)-3U0] U0 159107U]
SIVIAISS IOYIO
UOIIBaI0aI PUR IMn)
A1o19U12)
Lyayes orqng
UONBNSIUTWIPE PUR JUSTIILISAOT [BISUSD)
AemysiyH
SAMIANOY [RIUSUNLIIAOD)

SwIRI30.J/Suonouny



TOWN OF ROYALTON, VERMONT EXHIBIT C

BALANCE SHEET
GOVERNMENTAL FUNDS
JUNE 30, 2016
Major Funds
Capital FEMA Communtty Total
General Highway Projects Hurricane Development Nonmajor Governmental
Fund Fund Fund Irene Fund Funds Funds
ASSETS
Cash $ 6,853 $ 407,041 $ 0 $ 0 $ 2,318 $ 924,065 $ 1,340,277
Cash due from other funds 0 471,685 0 0 0 0 471,685
Investments 0 0 0 0 0 897,494 897,494
Taxes, penalty and interest receivable 177,020 0 0 0 0 0 177,020
Loans receivable 0 0 0 0 0 5,753 5,753
Grants receivable 0 0 0 75,793 24,389 10,346 110,528
Other receivables 6,972 1} 0 0 0 0 6,972
Prepaid expenses 33,408 9,210 0 0 0 497 43,115
Inventory 0 66,970 0 0 0 0 66,970
Advances to other funds 0 0 0 0 0 68,040 68,040
Due from other funds 0 6,032 0 0 0 1,532 7,564
Total assets $ 224253 $ 960,938 3 0 $ 75793 $ 26,707 $ 1,907,727 $ 3,195418
LIABILITIES, DEFERRED INFLOWS
OF RESOURCES AND FUND
BALANCE (DEFICIT)
Liabilities
Accounts payable 3 1,748 $ 13,298 $ 0 $ 0 $ 0 $ 50 $ 15,096
Cash due other funds 383,520 0 12,597 9,368 14,034 43,884 463,403
Construction payable 0 0 0 0 6,541 0 6,541
Accrued payroll & related 4,908 2,579 0 0 0 170 7,657
Due to taxpayers 755 0 0 0 0 0 755
Advances from other funds 0 0 68,040 0 0 0 68,040
Due to other funds 2,166 0 0 0 6,132 1,200 9,498
Short-term debt 0 0 0 316,278 0 0 316,278
Total liabilities . 393,097 15,877 80,637 325,646 26,707 45,304 887,268
Deferred Inflows of Resources
Unavailable revenue - prop taxes/pen/int 139,237 0 0 0 0 0 139,237
Unavailable revenue - loans 0 0 0 0 0 5,753 5,753
Unavailable revenue - grants 0 0 0 0 0 3,125 3,125
Total deferred inflows of resources 139,237 0 0 0 [1] 8,878 148,115
Fund Balance (Deficit)
Nonspendable - inventory 0 66,970 0 0 0 0 66,970
Nonspendable - prepaids 33,408 9,210 0 0 0 497 43,115
Nonspendable - permanent funds 0 0 0 0 0 922,857 922,857
Restricted 0 0. 0 0 0 536,927 536,927
Committed 0 0 0 0 0 422,705 422,705
Unassigned (341,489) 868,881 (80,637) (249,853) 0 (29,441) 167,461
Total fund balance (deficit) (308,081) 945,061 (80,637) (249,853) 0 1,853,545 2,160,035
Total liabilities and fund
balance (deficit) $ 224253 $ 960,938 $ 0 $ 75,793 $ 26,707 $ 1,907,727 $ 3,195,418

See Notes to Financial Statements. -12 -




TOWN OF ROYALTON, VERMONT EXHIBIT D
RECONCILIATION OF THE GOVERNMENTAL FUNDS
BALANCE SHEET TO THE STATEMENT OF NET POSITION
JUNE 30, 2016

TOTAL FUND BALANCE (DEFICIT) - GOVERNMENTAL FUNDS $ 2,160,035

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

Capital assets used in governmental activities are not
financial resources and therefore are not reported as
assets in governmental funds. The cost of the assets is
$8,160,933, and the accumulated depreciation is $2,163,541. 5,997,392

Deferred inflows of resources are recognized on an accrual basis in
the statement of net position, not the modified accrual basis. Deferred
revenues at year end consist of:

Unearned revenue - property taxes 139,237
Unearned revenue - grants 3,125
Unearned revenue - note and loans receivable 5,753 148,115

Accrued interest on bonds and notes payable is recognized on an
accrual basis in the statement of net position, not the modified
accrual basis. (8,381)

Long-term liabilities, including notes and bonds payable, are not due
and payable in the current period and therefore are not
reported as liabilities in the funds. Long-term liabilities at
year end consist of:

Notes and bonds payable 820,641
Accrued compensated absences 8,621 (829,262)
TOTAL NET POSITION - GOVERNMENTAL ACTIVITIES $ 7,467,899

See Notes to Financial Statements. -13-




REVENUES
Property taxes, net
Penalty and interest
Charges for services
Rental income
Intergovernmental
Licenses, permits, fees and fines
Investment income
Grant income
Loan repayments and interest
Donations
Miscellaneous
Total revenues

EXPENDITURES
Current:
General government
and administration
Public safety
Highway
Cemetery
Cultural and recreational
Other services
Debt service:
Principal
Interest
Capital outlays
Total expenditures

EXCESS REVENUES (EXPENDITURES)
OTHER FINANCING SOURCES (USES)

Loan proceeds
Operating transfers in
Operating transfers out

Total other financing sources (uses)
NET CHANGE IN FUND BALANCE (DEFICIT)

FUND BALANCE (DEFICIT) -

JULY 1, 2015 (as original stated)

Prior Period Adjustment

FUND BALANCE (DEFICIT) -
JULY 1, 2015 (as restated)

FUND BALANCE (DEFICIT) - JUNE 30, 2016

See Notes to Financial Statements.

TOWN OF ROYALTON, VERMONT EXHIBIT E
STATEMENT OF REVENUES, EXPENDITURES
AND CHANGE IN FUND BALANCE (DEFICIT)
GOVERNMENTAL FUNDS
YEAR ENDED JUNE 30, 2016
Major Funds
Capital FEMA Community Total
General Highway Projects Hurricane  Development Nonmajor Governmental
Fund Fund Fund Irene Fund Funds Funds
$ 744287 $§ 906,700 § 0 3 0 s 0 $ 0 § 1,650,987
44,279 0 0 0 0 0 44,279
44,939 0 0 0 0 0 44,939
0 0 0 0 0 25,485 25,485
91,584 147,858 0 0 0 11,356 250,798
23,820 515 0 0 0 0 24,335
256 0 0 0 2 40,365 40,623
0 0 50,000 395,048 664,091 14,346 1,123,485
0 0 0 0 0 4,795 4,795
0 0 0 0 0 38,211 38,211
10,232 4,576 0 0 0 55,424 70,232
959,397 1,059,649 50,000 395,048 664,093 189,982 3,318,169
657,131 0 0 0 0 47,839 704,970
146,902 0 0 0 0 9,226 156,128
) 0 521,760 0 326,178 0 0 847,938
8,708 0 0 0 0 18,448 27,156
79,912 0 0 0 0 0 79,912
0 0 0 0 0 150 150
41,932 0 0 0 0 0 41,932
8,332 0 0 0 0 0 8,332
0 198,150 586,181 0 655,052 218,697 1,658,080
942,917 719,910 586,181 326,178 655,052 294,360 3,524,598
16,480 339,739 (536,181) 68,870 9,041 (104,378) (206,429)
0 0 600,000 0 0 0 600,000
9,900 6,132 87,016 40,000 0 232,220 375,268
(146,020) (160,000) 0 0 (6,132) (15,116) (327,268)
(136,120) (153,868) 687,016 40,000 (6,132) 217,104 648,000
(119,640) 185,871 150,835 108,870 2,909 112,726 441,571
(219,430) 703,195 (206,891) (358,723) (2,909) 1,740,819 1,656,061
30,989 55,995 (24,581) 0 0 0 62,403
(188,441) 759,190 (231,472) (358,723) (2,909) 1,740,819 1,718,464
$ (308,081) $ 945061 $ (80,637) § (249.853) $ 0 $ 1,853,545 § 2,160,035
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TOWN OF ROYALTON, VERMONT EXHIBIT F
RECONCILIATION OF THE GOVERNMENTAL FUNDS STATEMENT
OF REVENUES, EXPENDITURES AND CHANGE IN FUND BALANCE (DEFICIT)
TO THE STATEMENT OF ACTIVITIES
YEAR ENDED JUNE 30, 2016

TOTAL NET CHANGE IN FUND BALANCE (DEFICIT) - GOVERNMENTAL FUNDS $ 441,571

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

Capital outlays are reported in governmental funds as expenditures.
However, in the statement of activities, the cost of those assets is
allocated over their estimated useful lives as depreciation expense.
This is the amount by which capital outlays ($1,658,080) net of disposals
and adjustments ($4,870) exceeds depreciation expense ($321,421) in the period. 1,331,789

Receipt of loan proceeds is other financing sources in the governmental funds;
but this represents an increase in long-term liabilities in the statement of
net position. (600,000)

Repayment of bond and notes principal is an expenditure in the
governmental funds, but the repayment reduces long-term liabilities
in the statement of net position. 41,932

Some revenues are not collected for several months after the Town's
year end; they are not considered "available" revenue in the fund
statements. Change in unavailable revenue consisted of the following:

Property taxes 6,357
Loans (3,288)
Grants (72,668) (69,599)

In the statement of activities, certain operating expenses - accrued
compensated absences - are measured by the amounts earned during the year.
In the governmental funds, however, expenditures for these items are
measured by the amount of financial resources used (essentially,
the amounts actually paid). This year, compensated absences
used exceeded the amounts earned by $4,406. 4,406

Interest on long-term debt in the statement of activities differs
from the amount reported in the governmental funds because
interest is recognized as an expenditure in the funds when it
is due, and thus requires the use of current financial resources.
In the statement of activities, however, interest expense is
recognized as the interest accrues, regardless of when it is due.
The interest reported in the statement of activities is higher because
accrued interest on bonds and notes payable increased by $8,381. (8,381)

CHANGE IN NET POSITION OF GOVERNMENTAL ACTIVITIES $ 1,141,718

See Notes to Financial Statements. -15-




TOWN OF ROYALTON, VERMONT

STATEMENT OF REVENUES, EXPENDITURES AND CHANGE

IN FUND DEFICIT COMPARED TO BUDGET

GENERAL FUND
YEAR ENDED JUNE 30, 2016

REVENUES
Property taxes, net
Penalty and interest
Charges for services
Intergovernmental
Licenses, permits, fees and fines
Investment income
Miscellaneous

Total revenues

EXPENDITURES
Current:
General government
and administration
Public safety
Cultural and recreational
Cemetery
Debt service:
Principal
Interest
Total expenditures

EXCESS REVENUES (EXPENDITURES)

OTHER FINANCING SOURCES (USES)
Operating transfers in
Operating transfers out
Total other financing sources (uses)

NET CHANGE IN FUND DEFICIT

FUND DEFICIT - JULY 1, 2015 (as originally stated)
Prior Period Adjustment
FUND DEFICIT - JULY 1, 2015 (as restated)

FUND DEFICIT - JUNE 30, 2016

See Notes to Financial Statements.
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EXHIBIT G
Original and Variance
Final Favorable
Budget Actual (Unfavorable)
$ 930,965 $ 744,287 $ (186,678)
36,000 44,279 8,279
44,200 44,939 739
55,300 91,584 36,284
29,600 23,820 (5,780)
200 256 56
5,500 10,232 4,732
1,101,765 959,397 (142,368)
680,747 657,131 23,616
132,270 146,902 (14,632)
87,625 79,912 7,713
8,400 8,708 (308)
32,850 41,932 (9,082)
23,753 8,332 15,421
965,645 942,917 22,728
136,120 16,480 (119,640)
0 9,900 9,900
(136,120) (146,020) (9,900)
(136,120) (136,120) 0
$ 0 (119,640) $  (119,640)
(219,430)
30,989
(188,441)
$ (308,081)




TOWN OF ROYALTON, VERMONT EXHIBIT H
STATEMENT OF REVENUES, EXPENDITURES AND CHANGE
IN FUND BALANCE COMPARED TO BUDGET
HIGHWAY FUND
YEAR ENDED JUNE 30, 2016

Original and Variance
Final Favorable
Budget Actual (Unfavorable)
REVENUES
Property taxes $ 906,700 $ 906,700 $ 0
State highway aid 145,000 147,858 2,858
Fees 0 515 515
Refunds and reimbursements 0 4,576 4,576
Total revenues 1,051,700 1,059,649 7,949
EXPENDITURES
Current:
Highway 677,700 521,760 155,940
Capital outlays 4,000 198,150 (194,150)
Total expenditures 681,700 719,910 (38,210)
EXCESS REVENUES (EXPENDITURES) 370,000 339,739 (30,261)
OTHER FINANCING SOURCES (USES)
Operating transfers in 0 6,132 6,132
Operating transfers out (160,000) (160,000) 0
Total other financing sources (uses) (160,000) (153,868) 6,132
NET CHANGE IN FUND BALANCE $ 210,000 185,871 $  (24,129)
FUND BALANCE - JULY 1, 2015 (as originally stated) 703,195
Prior Period Adjustment 55,995
FUND BALANCE - JULY 1, 2015 (as restated) 759,190
FUND BALANCE - JUNE 30, 2016 $ 945,061

See Notes to Financial Statements. -17 -
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TOWN OF ROYALTON, VERMONT EXHIBIT I
STATEMENT OF NET POSITION
PROPRIETARY FUND
JUNE 30, 2016
Wastewater
Fund
ASSETS
Cash $ 5,686
Accounts receivable - user fees 111,551
Accounts receivable - other 7,230
Prepaid expenses 293
Due from other funds 1,934
Capital assets:
Land and easements 30,811
Construction in process 13,792
Treatment plant, lines and improvements 1,259,775
Equipment and vehicles 58,981
Accumulated depreciation (1,194,175)
Total assets 295,878
LIABILITIES
Accounts payable 104
Cash due other funds 8,282
Total liabilities 8,386
NET POSITION
Unrestricted 118,308
Invested in capital assets, net of related debt 169,184

Total net position

See Notes to Financial Statements.

$ 287,492

-18 -




TOWN OF ROYALTON, VERMONT
STATEMENT OF REVENUES, EXPENSES AND

OPERATING REVENUES
Charges for services
Penalties and interest on delinquents
Other income
Total operating revenues

OPERATING EXPENSES
Operation and maintenance
Contract services
Administration fees
Depreciation

Total operating expenses

CHANGE IN NET POSITION
PROPRIETARY FUND
YEAR ENDED JUNE 30, 2016

OPERATING INCOME BEFORE TRANSFERS

TRANSFERS

CHANGE IN NET POSITION

NET POSITION - JULY 1, 2015 (as originally stated)

Prior Period Adjustment

NET POSITION - JULY 1, 2015 (as restated)

NET POSITION - JUNE 30, 2016

See Notes to Financial Statements.
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EXHIBIT J

Wastewater
Fund

$

180,251
683
7,278

188,212

51,313
63,025
2,783
7,672

124,793

63,419

(48,000)

15,419

266,563
5,510

272,073

287,492




TOWN OF ROYALTON, VERMONT
STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS
YEAR ENDED JUNE 30, 2016

CASH FLOWS FROM (TO) OPERATING ACTIVITIES
Cash received from customers
Other operating cash receipts
Cash payments to suppliers for goods and services
Net cash from operating activities

CASH FLOWS TO NONCAPITAL FINANCING ACTIVITIES
Transfer to other funds
Cash overdraft
Net cash flows to noncapital financing activities

NET INCREASE IN CASH AND CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS - JULY 1, 2015
CASH AND CASH EQUIVALENTS - JUNE 30, 2016

RECONCILIATION OF INCOME FROM OPERATIONS TO
NET CASH FROM OPERATING ACTIVITIES
Income from operations
Adjustments to reconcile income from operations
to net cash flow from operating activities
Depreciation
Change in assets and liabilities:
Increase in accounts receivable
Increase in prepaids
Increase in trade accounts payable

Net cash from operating activities

See Notes to Financial Statements. -20 -

EXHIBIT K

Wastewater
Fund

$

171,270
824
(117,029)

55,065

(48,000)
(4,017)

(52,017)

3,048
2,638

$

5,686

$

63,419

7,672

(16,118)

(12)
104

$

55,065




TOWN OF ROYALTON, VERMONT
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2016

The Town operates under a Selectmen form of government. The Town’s major operations include
public safety, highways and streets, sewage treatment, community development, recreation, public
improvements, planning and zoning and general administrative services.

NOTE 1-SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Town’s financial statements are prepared in accordance with generally accepted accounting
principles (GAAP). The Governmental Accounting Standards Board (GASB) is primarily
responsible for establishing GAAP for state and local governments through its pronouncements
(including Statements and Interpretations). The more significant accounting policies used by the
Town are discussed below.

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 GASB
14 as amended by GASB 39, and Section 2100 of GASB’s Codification of Governmental Accounting
and Financial Reporting Standards.

Based on the criteria, the Town has no component units.
Basic Financial Statements — Government-Wide Statements

The Town’s basic financial statements include both government-wide (reporting the Town as a
whole) and fund financial statements (reporting the Town’s major funds). The government-wide
financial statements categorize primary activities as either governmental or business-type.

The government-wide Statement of Net Position, both the governmental and business-type activities
columns (a) are presented on a consolidated basis by column, and (b) are reported on a full accrual,
economic resource basis, which recognizes all long-term assets and receivables as well as long-term
debt and obligations. The Town’s net position is reported in three parts — invested in capital assets,
net of related debt; restricted net position; and unrestricted net position. The Town first utilizes
restricted resources to finance qualifying activities for which both restricted and unrestricted
resources are available.

The government-wide Statement of Activities reports both the gross and net cost of each of the
Town’s governmental functions and business-type activities. The functions are also supported by
general government revenue (property taxes, certain intergovernmental revenues, fines, permits and
charges, etc.). The Statement of Activities reduces gross expenses (including depreciation) by related
program revenue, including operating and capital grants and contributions. Program revenue must be
directly associated with the governmental function (highway, general government, cultural and
recreational, etc.) or a business-type activity. Operating grants include operating-specific and
discretionary grants while capital grants and contribution column reflects capital specific grants and
contributions.

The net costs (by governmental function or business-type activity) are normally covered by general
revenues (property taxes, intergovernmental revenue, interest income, etc.).
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