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KANNADP

Finance

October 24, 2016

The Honorable Mayor and
Members of the City Council
City of Kannapolis, North Carolina

The Comprehensive Annual Financial Report (CAFR) of the City of Kannapolis, North Carolina,
for the fiscal year ended June 30, 2016, is hereby submitted. The financial statements were
prepared in conformity with generally accepted accounting principles in the United States of
America (GAAP) and audited in accordance with generally accepted governmental auditing
standards by a firm of licensed certified public accountants. We believe the data is presented in a
manner designed to set forth fairly the financial position and results of operations for the City for
fiscal year 2016.

This report was prepared by the Finance Department of the City of Kannapolis and consists of
management's representations concerning the finances of the City of Kannapolis. Consequently,
management assumes full responsibility for the completeness and reliability of all of the
information presented in this report. To provide a reasonable basis for making these
representations, management of the City of Kannapolis has established a comprehensive internal
control framework that is designed both to protect the government's assets from loss, theft, or
misuse and to compile sufficient reliable information for the preparation of the City of
Kannapolis's financial statements in conformity with GAAP. Because the cost of internal
controls should not outweigh their benefits, the City of Kannapolis's comprehensive framework
of internal controls has been designed to provide reasonable rather than absolute assurance that
the financial statements will be free from material misstatement. As management, we assert that,
to the best of our knowledge and belief, this financial report is complete and reliable in all
material respects.

The City of Kannapolis’s financial statements have been audited by Martin Starnes &
Associates, CPAs, P.A.; a firm of licensed certified public accountants. The goal of the
independent audit was to provide reasonable assurance that the financial statements of the City of
Kannapolis for the fiscal year ended June 30, 2016 are free of material misstatement. The
independent audit involved examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements; assessing the accounting principles used and significant
estimates made by management; and evaluating the overall financial statement presentation. The
independent auditor concluded, based upon the audit, that there was a reasonable basis for
rendering an unmodified opinion that the City of Kannapolis's financial statements for the fiscal
year ended June 30, 2016, are fairly presented in conformity with GAAP. The independent
auditor's report is presented as the first component of the financial section of this report.

401 LAUREATE WAY, KANNAPOLIS, NC 28081
704-920-4333 / WWW.KANNAPOLISNC.GOV



The independent audit of the financial statements of the City of Kannapolis was part of a
broader, federally and state mandated “Single Audit” designed to meet the special needs of
federal and state grantor agencies. The standards governing Single Audit engagements require
the independent auditor to report not only on the fair presentation of the financial statements, but
also on the audited government's internal controls and compliance with legal requirements, with
special emphasis on internal controls and legal requirements involving the administration of
federal and state awards. These reports are contained in the compliance section of this report.

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

PROFILE OF THE CITY

The City of Kannapolis is located in the north central portion of Cabarrus County, North
Carolina and south central portion of Rowan County. These Counties are located in the east
central part of the Metrolina Urban Region. The City, incorporated on December 11, 1984,
covers an area of approximately 31 square miles. The approximate population is 47,000 and the
assessed valuation for property tax purposes of $3,745,416,133. The City is located
approximately twelve miles northeast of the City of Charlotte, North Carolina, and abuts the City
of Concord, North Carolina and is one of six incorporated municipalities in Cabarrus County and
one of ten incorporated municipalities in Rowan County.

The City is governed by the council-manager form of government. The seven-member non-
partisan City Council, along with the Mayor, is elected at large for four-year alternating terms.
The Mayor and Council members serve as the City's policy making body, adopting an annual
balanced budget, establishing legislative direction for the City, and appointing various officials
including a professional City Manager to serve as chief executive officer to direct the daily
activities of the City's departments. The City Council makes extensive use of appointed boards
and commissions in the development of policy decisions.

The City provides its citizens with a wide range of services that include law enforcement, fire
protection, planning and zoning, recreation, street and storm drainage maintenance, water and
sewer, a bus transit system, street lighting, traffic engineering, recyclables collection, solid waste
disposal, code enforcement, and community development assistance. In addition, the City owns a
15 million gallon per day water treatment plant and water distribution lines throughout the City.
The City also owns sewer collection lines throughout the City with sewage treatment being
provided by the Water and Sewer Authority of Cabarrus County. This report includes all of the
City's activities related to the City’s services.

North Carolina General Statutes require formal budgetary accounting for all funds. The
departments of the City are required to submit request for appropriations to the City Manager no



later than April 30 each year. These requests are used as a starting point for developing a
proposed budget. The City Manager presents the proposed budget no later than June 1. The City
Council is required to hold public hearings on the proposed budget and to adopt a final budget no
later than June 30. Budgets are legally enacted by adoption by the governing board of an Annual
Budget Ordinance or a Project Ordinance. The Annual Budget Ordinance and Project Ordinances
may be formally amended as required by the governing board within the guidelines of the Local
Government Budget and Fiscal Control Act. Changes of functions and total budgets of any fund
require approval of the governing board. The City Manager is authorized to reallocate functional
or departmental appropriations, as he considers necessary, and to affect interdepartmental
transfers within a fund. Budget to actual comparisons are provided in this report for cach
individual governmental fund for which an appropriated annual budget has been adopted. A
Project Ordinance is used to establish a budget for a project that extends over more than one
fiscal year. Project length budget to actual comparisons for each governmental fund for which a
project length budget has been adopted is also included in this report.

Expenditures may not legally exceed appropriations at the functional level for all annually
budgeted funds. Encumbrances outstanding at year-end are allowed to expire and must be re-
appropriated by City Council in the subsequent year.

FACTORS AFFECTING FINANCIAL CONDITION

The information presented in the financial statements is perhaps best understood when it is
considered from the broader perspective of the specific environment within which the City of
Kannapolis operates.

LOCAL ECONOMY - Kannapolis continues to enjoy a favorable economic environment and
local indicators point to continued stability. The City's economy has benefited from the City's
proximity to Charlotte and access to major interstate highways. Currently, Kannapolis’
population of 47,000 makes it the 20" largest City in North Carolina. There are over 2,400
businesses that have a presence in Kannapolis.

Most notably, Kannapolis is home to the North Carolina Research Campus “NCRC”; a multi-
purpose campus that houses state-of-the-art research equipment, research space and laboratory
space that brings together researchers and scientists from the public and private sector to
collaborate on advancements in biotechnology, nutrition and health. Three facilities are open
and operating on the NCRC, including the D.H. Murdock Core Laboratory (the “Core Lab”), the
Plants for Human Health Building and the Nutrition Research Building. The Core Lab is the
centerpiece of the NCRC and houses the D.H. Murdock Research Institute as a provider of
advanced research technologies to academic, government and industry scientists, including
specialized high-tech equipment such as a 950-megahertz nuclear magnetic resonance
spectrometer that has the highest commercially available magnetic field strength currently
available in the world. Duke University oversees operations in the Core Lab and is expanding its
presence on the campus by populating additional office space throughout the campus. The
Plants for Human Health Building houses researchers and staff of Dole Foods, North Carolina



State University and Appalachian State University. The Nutrition Research Building houses
researchers and staff of The University of North Carolina at Chapel Hill, The University of North
Carolina at Greensboro, North Carolina A&T State University and North Carolina Central
University. Private sector partners include Angiogen, Anatomics, Bio-Marker group, Dole
Nutrition Institute, General Mills, Monsanto, RedHat, and Sensory Spectrum. In 2012, the US
Food and Drug Administration began operations on the campus. The NCRC is considered an
area of approximately 283 acres located in the downtown area of the City.

There are a number of additional public and private investments either completed, or planned on
the NC Research Campus. First, the City of Kannapolis issued $35 million in Limited
Obligation Bonds in December of 2010. The proceeds of the 2010 Bonds have been used to
finance numerous infrastructure projects such as water, sewer, and storm water lines, as well as
various street improvements and the construction of a multi-tiered parking deck. Citizens can
also see improvements such as a pedestrian tunnel that links the research campus to the City of
Kannapolis’ premier recreational space; Village Park, as well as the expansion of Veteran’s Park;
the preeminent place of remembrance for those local residents who gave their lives in the service
of their Country. The funds were also used to construct and equip a new, state-of-the-art, 63,000
square foot public health facility located adjacent to the research campus on Dale Earnhardt
Boulevard. This facility is operated by the Cabarrus Health Alliance, and serves as a model of
service delivery for other health departments across the country. Also, a 60,000 square foot
medical office building opened in the spring of 2013, offering medical services to patients of the
Carolinas Medical Center (CMC) system. Additionally, in the summer of 2015, a 50,000 square
foot state-of-the art data storage center was opened on the north end of the research campus
providing much needed data storage services to companies on the campus and in the region.

In December of 2015, the City of Kannapolis opened its new 100,000 square foot; $32 million
dollar; City Hall and Public Safety Headquarters. The City Hall and Public Safety Headquarters
is a 100 year building outfitted with the latest technology to serve its citizens into the foreseeable
future. The building will also includes approximately 6,500 square feet of public meeting space;
called The lLaureate Center; available for rent to the public. The building is located on the
rescarch campus and maintains a consistent appearance to other buildings on the campus.

The City of Kannapolis has completely recovered from the recent national recession. Currently,
there are over 40 residential sub-divisions in the City with plans to build approximately 7,500
new homes and apartments within the next decade. Kannapolis has also seen success in the field
of commercial growth and development. Stewart-Haas racing has expanded its auto racing
facilities to include the first Formula 1 racing team based in North America. The new F1 team
began competing globally in 2016. Kannapolis also was successful in recruiting Gordon Food
Service’s new food distribution center. This $58 million capital investment by Gordon Foods
Service employs 275 well-paying jobs in the region.

Finally, in September of 2015, the City of Kannapolis completed a real estate transaction with
Mr. D.H. Murdoch that saw the City acquire 46 acres of property in Downtown Kannapolis.
The purchase includes eight blocks of buildings located on Oak Avenue, West Avenue, S. Main
Street and West First Street, as well as property that housed the former Plant 4 Cannon Textile
Mill. The existing buildings have a total of 653,395 square feet of available commercial and
residential space.



The City has contracted with the non-profit Development Finance Initiative (DFI), at the UNC-
CH School of Government to assist in the revitalization of downtown Kannapolis. DFI has
assisted the City in recently adopting a long range strategic plan for the Center City. Currently,
the City and DFI are working with LMG & Associates to redevelop and revitalize the first block
in the downtown area. LMG was chosen through a competitive Request for Qualifications
(RFQ) and proposal process. LMG’s proposal will see approximately 270 multi-family
apartments constructed along with a 116 key hotel on one block in between West Avenue and
Main Street. The City is also currently evaluating Engineering & Architectural proposals to
begin design of a new 4,500 seat Minor League Baseball Stadium. This facility will also host
other types of civic events, as it is planned to be open 365 days a year. To support this new
development, the City is currently working to upgrade all of its below ground infrastructure.
This should be completed in approximately 24 months. The City anticipates that it will take a
minimum of 10 years to redevelop a majority of the available buildings and land in the
downtown area. It is widely believed that the success of the downtown revitalization efforts will
be the most important economic development factor impacting the City of Kannapolis for many
years to come.

LLONG TERM FINANCIAL PLANNING

In the spring of 2012, the Kannapolis City Council adopted a 10 year financial forecasting
model. This model details all significant revenues and expenditures across all funds for the city.
In order to determine future revenues and expenditures, the City compiled ten prior years’
audited data, along with the current year’s budget estimates. This data was then used to identily
trends that would assist city staff in accurately projecting future financial performance. This
financial forecasting model has been integrated with the City’s revised Capital Improvement
Plan (CIP). The goal is to readily identify future revenue gaps, and to provide city leaders with
the knowledge necessary to make changes in the current financial structure, while at the same
time effectively planning for infrastructure improvements in order to meet the needs of a
growing population.

In conjunction with the financial forecasting model, the Kannapolis City Council also approved
several other financial management policies, such as a debt management policy, cash reserve
policy, as well as an idle funds investment policy. The goal in adopting all of these policies, as
well as the financial forecasting model, is to design parameters stipulating a desired [inancial
position, so that the City can continue to meet the needs of its citizens, while at the same time
remaining financially sound.



AWARDS AND ACKNOWLEDGEMENTS

The Government Finance Officers Association of the United States and Canada (GFOA)
awarded a Certificate of Achievement for Excellence in Financial Reporting to the City of
Kannapolis, North Carolina for its comprehensive annual financial report for the fiscal year
ended June 30, 2015. The Certificate of Achievement is the highest form of recognition for
excellence in state and local government financial reporting.

In order to be awarded a Certificate of Achievement, a government unit must publish an easily
rcadable and efficiently organized comprehensive annual financial report, whose contents
conform to program standards. The comprehensive annual financial report must satisty both
accounting principles generally accepted in the United States of America and applicable legal
requirements.

A Certificate of Achievement is valid for a period of one year only. We believe our current
report continues to conform to Certificate of Achievement program requirements, and we are
submitting it to the GFOA to determine its eligibility for another certificate. The City of
Kannapolis has received a Certificate of Achievement each year since 1991.

The timely presentation of this report could not have been accomplished without the assistance
and dedication of the entire staff of the Finance Department. Special thanks go to Wendi Heglar,
Deputy Finance Director, for her contribution to this report. We also appreciate the cooperation
and assistance of the other City departments, as well as the assistance of the City's independent
auditor, Martin Starnes & Associates, CPAs, P.A. in preparing and assembling this report. In
addition, we express our appreciation to the Mayor and City Council for their continued support
and leadership in conducting the financial activities of the City in a responsible and progressive
manner.

Respectfully submitted,

& o .
Lric Davis
IFinance Director
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MARTIN ¢ STARNES
& ASSOCIATES, CPAs, PA.

"4 Professional Association of Certified Public Accountants and Management Consultants"

Independent Auditor’s Report

To the Honorable Mayor and
Members of the City Council
Kannapolis, North Carolina

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 City of Kannapolis,
North Carolina as of and for the year ended June 30, 2016, and the related notes to the financial
statements, which collectively comprise the City of Kannapolis' 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 of 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 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 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.

730 13th Avenue Drive SE ¢ Hickory, North Carolina 28602 ¢ Phone 828-327-2727 ¢ Fax 828-328-2324
13 South Center Street ¢ Taylorsville, North Carolina 28681 ¢ Phone 828-632-9025 ¢ Fax 828-632-9085
Toll Free Both Locations 1-800-948-0585 ¢ Website: www.martinstarnes.com
10



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 fund,
and the aggregate remaining fund information of the City of Kannapolis, North Carolina, as of June 30,
2016, and the respective changes in financial position, and where applicable, cash flows thereof, and the
respective budgetary comparison for the General 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 the Management’s
Discussion and Analysis, the Law Enforcement Officers’ Special Separation Allowance Schedule of
Funding Progress, the Other Post-Employment Benefits’ Schedules of Funding Progress and Employer
Contributions, and the Local Government Employees’ Retirement System’s Schedules of the
Proportionate Share of the Net Pension Liability (Asset) and Contributions 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 the
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 consist
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.

Supplementary and Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the City of Kannapolis' basic financial statements. The introductory information, combining
and individual fund financial statements, budgetary schedules, other schedules, and statistical section, as
well as the accompanying Schedule of Expenditures of Federal and State Awards, as required by Title 2
U.S. Code of Federal Regulations (CFR) Part 200, Uniform Administrative Requirements, Cost
Principles, and Audit Requirements for Federal Awards, and the State Single Audit Implementation Act,
are presented for purposes of additional analysis and are not a required part of the basic financial
statements.

The combining and individual fund financial statements, budgetary schedules, other schedules, and the
Schedule of Expenditures of Federal and State Awards are the responsibility of management and were
derived from, and relate directly to, the underlying accounting and other records used to prepare the basic
financial statements. Such information has been subjected to the auditing procedures applied in the audit
of the basic financial statements and certain additional procedures; including comparing and reconciling

11



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 combining and individual fund financial statements, budgetary schedules, other schedules, and the
Schedule of Expenditures of Federal and State Awards are fairly stated, in all material respects, in relation
to the basic financial statements as a whole.

The introductory information and the statistical section have not been subjected to the auditing procedures
applied in the audit of basic financial statements, and, accordingly, we do not express an opinion or
provide assurance on them.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated October 24,
2016 on our consideration of the City of Kannapolis' internal control over financial reporting and on our
tests of its compliance with certain provisions of laws, regulations, contracts, 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 City of Kannapolis' internal control
over financial reporting and compliance.

Montins Alines € Qosocistin), CPUs, P

Martin Starnes & Associates, CPAs, P.A.
Hickory, North Carolina
October 24, 2016
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Management's Discussion and Analysis

As management of the City, we offer readers of the City of Kannapolis’ (the "City") financial statements
this narrative overview and analysis of the financial activities of the City for the fiscal year ended June
30, 2016. We encourage readers to read the information presented here in conjunction with the
transmittal letter at the front of this report and the City's financial statements, which follow this narrative.

Financial Highlights

e The assets and deferred outflows of the City of Kannapolis exceeded its liabilities and deferred
inflows at the close of the fiscal year by $187,935,737 (net position).

o The government’s total net position increased by $5,723,068, due to increases in both the
governmental activities and business-type activities net position.

e As of the close of the current fiscal year, the City of Kannapolis’ governmental funds reported
combined ending fund balances of $21,650,577, which is a decrease of $8,619,116 in fund balance.
Approximately 45% of this total amount, or $9,656,947, is non-spendable or restricted.

o At the end of the current fiscal year, unassigned fund balance for the General Fund was $12,015,496.
The City of Kannapolis’ total debt increased $4,061,514, or 4%, during the current fiscal year. The
key factor in this increase was the issuance of special obligation bonds in the current year for the new
Downtown operations.

e The City holds the following underlying bond ratings:

Water and Sewer Revenue Bonds

Moody's Al
Standard & Poor’s A+
Limited Obligation Bonds

Moody's Aa3
Standard & Poor’s A+
Issuer Credit Rating

Standard & Poor’s AA-
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Overview of Financial Statements

This discussion and analysis is intended to serve as an introduction to the City's basic financial
statements. The City's basic financial statements comprise three components: 1) government-wide
financial statements, 2) fund financial statements, and 3) notes to the financial statements (see Figure 1).
The basic financial statements present two different views of the City through the use of government-
wide statements and fund financial statements. In addition to the basic financial statements, this report
contains other supplemental information that will enhance the reader's understanding of the financial
condition of the City.

Required Components of Annual Financial Report

Figure 1
Management’s Basic Required
Discussion and Financial Supplementary
Analysis Statements Information
Government-Wide Fund Notes to the

Financial Financial Financial
Statements Statements Statements
Summary < »  Detail

Basic Financial Statements
The basic financial statements include two kinds of statements that present different views of the City.

The first two statements (Exhibits A and B) are the Government-Wide Financial Statements. They
provide both short and long-term information about the City's overall financial status, in a manner similar
to a private-sector business.

The remaining statements (Exhibits C through I) are Fund Financial Statements. These statements
focus on the activities of the individual parts of the City's government, reporting the City's operations in
more detail than the government-wide statements. There are three parts to the fund financial statements:
1) the governmental funds statements, 2) the budgetary comparison statements, and 3) the proprietary
fund statements.
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The financial statements also include Notes that explain some of the information in the financial
statements and provide more detailed data. Following the notes is the section of Required Supplemental
Information and a section of Supplementary Information — with combining statements that provide
details on the City's nonmajor governmental funds and Internal Service Fund, both of which are combined
into one column on the basic financial statements. Budgetary information required by the North Carolina
General Statutes can also be found in this part of the statements.

Government-Wide Financial Statements

The government-wide financial statements report information about the City as a whole using accounting
methods similar to those used by the private-sector companies. The two government-wide statements
report the City's net position and how it has changed.

The Statement of Net Position includes all of the City's assets and deferred outflows of resources, and the
total liabilities and deferred inflows of resources, with the difference reported as net position. Over time,
increases or decreases in net position may serve as a useful indicator of whether the financial position of
the City is improving or deteriorating.

The Statement of Activities presents information showing how the City's net position changed during the
most recent fiscal year. All changes in net position are reported as soon as the underlying event giving
rise to the change occurs, regardless of the timing of related cash flows. Thus, revenues and expenses are
reported in this statement for some items that will only result in cash flows in future fiscal periods (e.g.,
uncollected taxes and earned, but unused vacation, leave).

Both of the government-wide financial statements distinguish functions of the City that are principally
supported by taxes and intergovernmental revenues (governmental activities) from other functions that are
intended to recover all or a significant portion of their costs through user fees and charges (business-type
activities). The governmental activities of the City include general government, public works, public
safety, community development, and parks and recreation. The business-type activities consist of water
and sewer operations and stormwater operations.

The government-wide financial statements are on Exhibits A and B of this report, pages 26 through 29.
Fund Financial Statements

A fund is a grouping of related accounts that is used to maintain control over resources that have been
segregated for specific activities or objectives. The City, like all other governmental entities in North
Carolina, uses fund accounting to ensure and reflect compliance with finance-related legal requirements,
such as the General Statutes or the City's budget ordinance. All of the funds of the City can be divided
into three categories: governmental funds, proprietary funds, and fiduciary funds.

Governmental Funds. Governmental funds are used to account for those functions reported as
governmental activities in the government-wide financial statements. Most of the City’s basic services
are accounted for in the governmental funds. These funds focus on how assets can readily be converted
into cash flow in and out, and the balances left at year-end that will be available for spending in the next
year. Governmental funds are reported using an accounting method called modified accrual accounting,
which provides a focus on current financial resources. As a result, the governmental fund financial
statements give the reader a detailed short-term view that helps him or her determine whether there are
more or fewer financial resources available to finance the City's programs.
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Because the focus of the governmental funds is narrower than that of the government-wide financial
statements, it is useful to compare the information presented for governmental funds with similar
information presented for governmental activities in the government-wide financial statements. By doing
so, readers may better understand the long-term impact of the government's near-term financing
decisions. The relationship between governmental activities (reported in the Statement of Net Position
and the Statement of Activities) and governmental funds is described in a reconciliation that is a part of
the fund financial statements.

The City maintains ten individual governmental funds. Information is presented separately in the
Governmental Fund Balance Sheet and in the Governmental Fund Statement of Revenues, Expenditures,
and Changes in Fund Balance for the General Fund and the City Office/Public Safety Building Capital
Project Fund, which are considered to be major funds. Data from the other governmental funds is
combined into a single, aggregated presentation. Individual fund data for each of the nonmajor
governmental funds is provided in the form of combining statements elsewhere in this report.

The City adopts an annual budget for its General Fund, as required by the General Statutes. The budget is
a legally adopted document that incorporates input from the citizens of the City, the management of the
City, and the decisions of the Council about which services to provide and how to pay for them. The
budget also authorizes the City to obtain funds from identified sources to finance these current period
activities. The budgetary statement provided for the General Fund demonstrates how well the City
complied with the budget ordinance and whether or not the City succeeded in providing the services as
planned when the budget was adopted. The budgetary comparison statement uses the budgetary basis of
accounting and is presented using the same format, language, and classifications as the Statement of
Revenues, Expenditures, and Changes in Fund Balance. The statement shows four columns: 1) the
original budget as adopted by the Council; 2) the final budget as amended by the Council; 3) the actual
resources, charges to appropriations, and ending balances in the General Fund; and 4) the variance
between the final budget and the actual resources and charges.

The basic governmental fund financial statements can be found on pages 30 through 34 of this report.

Proprietary Funds. The City maintains only one type of proprietary fund. Enterprise funds are used to
report the same functions as business-type activities in the government-wide financial statements. The
City uses enterprise funds to account for its water and sewer operations, stormwater operations,
environmental services operations, and downtown. These funds are the same as those functions shown in
the business-type activities in the Statement of Net Position and the Statement of Activities.

Proprietary funds provide the same type of information as the government-wide financial statements, only
in more detail. The proprietary fund financial statements provide information for water and sewer
operations, stormwater operations, environmental services operations, and downtown, which are
considered major funds of the City.

The basic proprietary fund financial statements can be found on pages 35 through 37 of this report.

Notes to the Financial Statements. The notes provide additional information that is essential to a full
understanding of the data provided in the government-wide and fund financial statements. The notes to
the financial statements can be found on pages 38 through 85 of this report.

Other Information. In addition to the basic financial statements and accompanying notes, this report
includes certain required supplementary information concerning the City's progress in funding its
obligation to provide pension benefits to its employees. This required supplementary information can be
found on pages 86 through 89 of this report.
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The combining statements, referred to earlier in connection with nonmajor governmental funds, are
presented immediately following the required supplementary information. Combining and individual
fund statements and schedules can be found on pages 90 through 112 of this report for the City’s
governmental funds and on pages 113 through 122 for the City’s enterprise funds.

Interdependence with Other Entities. The City depends on financial resources flowing from, or
associated with, both the federal government and the State of North Carolina. Because of this
dependency, the City is subject to changes in specific flows of intergovernmental revenues based on
modifications to federal and State laws and federal and State appropriations.

Government-Wide Financial Analysis. As noted earlier, net position may serve, over time, as a useful
indicator of a government's financial position.

By far, the largest portion of the City's net position (92%) reflects its net investment in capital assets (e.g.,
land, buildings, streets, sidewalks, bridges, automotive equipment, office and other equipment, water
treatment and storage facilities, water distribution lines, and sewage collection lines, less any related debt
still outstanding that was issued to acquire those assets). The City uses these capital assets to provide
services to citizens; consequently, these assets are not available for future spending. Although the City's
investment in its capital assets is reported net of the outstanding related debt, the resources needed to
repay that debt must be provided by other sources, since the capital assets themselves cannot be used to
liquidate these liabilities. The remaining balance of net position is made up of restricted and unrestricted
net position, totaling $3,625,785 and $11,081,351, respectively, and may be used to meet the
government's ongoing obligations to citizens and creditors. The restricted net position may be used only
to pay restricted current and future obligations as dictated by restrictive covenants pertaining to these
assets.
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City of Kannapolis' Net Position

Figure 2
Governmental Activities Business-Type Activities Total
2016 2015 2016 2015 2016 2015

Assets:
Current assets $ 26,173,708 $ 36,266,890 $ 15993246 $ 14433345 §$§ 42,166,954 $ 50,700,235
Capital assets 174,434,638 165,265,364 108,277,346 98,579,952 282,711,984 263,845,316
Total assets 200,608,346 201,532,254 124,270,592 113,013,297 324,878,938 314,545,551
Deferred Outflows

of Resources 865,894 897,078 190,075 224,270 1,055,969 1,121,348
Liabilities:
Long-term liabilities

outstanding 74,883,621 75,828,975 45,937,742 37,856,629 120,821,363 113,685,604
Other liabilities 9,920,184 8,995,812 6,111,179 6,207,663 16,031,363 15,203,475
Total liabilities 84,803,805 84,824,787 52,048,921 44,064,292 136,852,726 128,889,079
Deferred Inflows

of Resources 952,788 3,672,928 193,656 917,110 1,146,444 4,590,038
Net Position:

Net investment

in capital assets 110,342,120 109,954,984 62,886,481 61,843,243 173,228,601 171,798,227
Restricted 3,625,785 3,909,389 - - 3,625,785 3,909,389
Unrestricted 1,749,742 67,244 9,331,609 6,412,922 11,081,351 6,480,166
Totalnet position ~ $115,717,647 $ 113,931,617 § 72,218,090 § 68,256,165 § 187,935,737 § 182,187,782

The City’s total net position increased by $5,723,068, while unrestricted net position increased this fiscal
year by $4,601,185. Several particular aspects of the City’s financial operations positively influenced the
total net position:

o Capital assets increased by $17,101,852 from fiscal year 2015 to 2016 in the governmental activities.
The City is in the process of building a new City Hall and Public Safety Headquarters which
accounted for the majority of the increase. The City also purchased it’s Downtown from Atlantic
American Properties and Castle Cook North Carolina for $9,702,285.

e The City financed the Downtown purchase with special obligation bonds which accounted for total
long-term liabilities increasing by $11,000,000.
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Revenues:
Programrevenues:
Charges for services
Operating grants and
contributions
Capital grants and
contributions
General revenues:
Property taxes
Other taxes
Other revenues
Total revenues

Expenses:

General government
Public safety

Public works
Community development
Parks and recreation
Water and sewer
Stormwater
Environmental services
Downtown

Other

Total expenses

Increase (decrease) in
net position before
transfers

Transfers
Increase (decrease) in
net position

Net Position:

Beginning of year - July 1

Restatement

Beginning of year - July 1,
as restated

End ofyear - June 30

City of Kannapolis’ Changes in Net Position

Figure 3
Governmental Activities Business-Type Activities Total
2016 2015 2016 2015 2016 2015
$ 734874 $ 583,867 $ 21,460,405 $ 17,092,294 § 22,195279 $ 17,676,161
908,348 1,084,937 - - 908,348 1,084,937
3,570,091 3,778,242 1,204,690 1,330,735 4,774,781 5,108,977
23,620,440 21,585,893 - - 23,620,440 21,585,893
11,674,720 10,763,821 - - 11,674,720 10,763,821
399,642 401,277 12,585 19,507 412,227 420,784
40,908,115 38,198,037 22,677,680 18,442,536 63,585,795 56,640,573
6,674,373 5,439,679 - - 6,674,373 5,439,679
17,345,226 16,074,597 - - 17,345,226 16,074,597
6,017,248 5,179,692 - - 6,017,248 5,179,692
1,331,648 1,829,369 - - 1,331,648 1,829,369
2,307,844 2,454,355 - - 2,307,844 2,454,355
- - 14,130,523 12,481,710 14,130,523 12,481,710
- - 1,683,401 1,586,097 1,683,401 1,586,097
- - 3,631,831 3,523,274 3,631,831 3,523,274
- - 1,630,245 - 1,630,245 -
3,110,388 3,056,485 - - 3,110,388 3,056,485
36,786,727 34,034,177 21,076,000 17,591,081 57,862,727 51,625,258
4,121,388 4,163,860 1,601,680 851,455 5,723,068 5,015,315
(2,360,245) (1,100,000) 2,360,245 1,100,000 - -
1,761,143 3,063,860 3,961,925 1,951,455 5,723,068 5,015,315
113,931,617 113,092,820 68,256,165 66,860,976 182,187,782 179,953,796
24,887 (2,225,063) - (556,266) 24,887 (2,781,329)
113,956,504 110,867,757 68,256,165 66,304,710 182,212,669 177,172,467
$115,717,647 $ 113,931,617 $ 72,218,090 $ 68,256,165 $187,935,737 $182,187,782
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Governmental Activities. Net position increased in the City’s governmental activities this fiscal year by
$1,761,143. Key elements of this increase are as follows:

e Property tax revenues increased $2,034,547 from fiscal year 2015. The property tax rate increased by
3 cents from fiscal year 2015 to fiscal year 2016.

e Sales tax collected increased $826,410. This is an 11.3% increase from fiscal year 2015.
The City continues to hold down expenses for the General Fund. Overall revenues exceed the
General Fund budget by $2,489,093, while expenditures were under budget by $549,772.

Revenues by Source - Governmental Activities

Other Taxes
8.6%

Charges for Services
1.8%

Capital Grants &
Contributions
8.7%

Operating Grants &
Contributions
2.2%

All Other
1.0%

Property Taxes

Sales Taxes 57.7%

20.0%

As shown in the above chart, the City’s main source of revenue is from property taxes. The second
largest source of revenue is sales taxes. Property taxes total $23,620,440, while sales taxes total
$8,167,848. The third largest source of revenue is through capital grants and contributions. The City
received grants from the Golden Leaf Foundation, the United States Department of Housing and Urban
Development, the United States Department of Transportation, the United States Department of
Homeland Security, and the Federal Emergency Management Agency. The City also received property
donations totaling $1,834,522. This donated property came from developers donating $557,312 in
sidewalks and $1,277,210 in streets.
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Government Activities Expenses

Interest on Long-term Debt

Parks and Recreation

Community Development

Public Works

Public Safety 2016

General Government

& o o o o o

Business-Type Activities. Business-type activities increased the City of Kannapolis' net position by
$3,961,925. Key elements of this increase are as follows:

e Revenue in the business-type activities continue to cover expenditures. The City has worked to
match revenue with expenditures and decrease dependence on transfers from other funds.

e Capital contributions were $1,204,690 in the current fiscal year. The City received the capital from
developers donating water and sewer lines.

Revenues by Source - Business-Type Activities

Charges for Services
Downtown
3.40%

Investment Earnings
0.1%

Charges for Services

Charges for Services Stormwater
Environmental 10.8%
Services
8.5% Capital Grants and
Contributions
5.3%

Charges for Services
Water and Sewer
71.9%
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Financial Analysis of the City's Funds

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

Governmental Funds

The focus of the City of Kannapolis’ governmental funds is to provide information on near-term inflows,
outflows, and balances of usable resources. Such information is useful in assessing the City’s financing
requirements.

The General Fund is the chief operating fund for the City of Kannapolis. At the end of the current fiscal
year, the City of Kannapolis’ fund balance unassigned in the General Fund was a $12,015,496, while total
fund balance reached $19,753,212. The City currently has an available fund balance of 46% of General
Fund expenditures and transfers out, while total fund balance represents 52% of the same amount. The
City Council adopted a fund balance policy stipulating an acceptable range between 25% and 33% of
General Fund expenditures to available fund balance in case of unforeseen needs or opportunities, as well
as meeting the cash flow needs of the City. Since fund balance is over 33%, the City will develop a
spending plan utilizing more cash payments for capital projects or other capital assets.

At June 30, 2016, the governmental funds of the City of Kannapolis reported a combined fund balance of
$21,650,577 with a net decrease in fund balance of $8,619,116.

General Fund Budgetary Highlights

During the fiscal year, the City revised the budget on several occasions. Generally, budget amendments
fall into one of three categories: 1) amendments made to adjust the estimates that are used to prepare the
original budget ordinance once exact information is available; 2) amendments made to recognize new
funding amounts from external sources, such as federal and State grants; and 3) increase in appropriations
that become necessary to maintain services.

Total amendments to the General Fund increased revenues and expenditures by $1,879,054, or 5.5%. The
largest amendment to the General Fund was to budget $525,000 to transfers to the Village Park Phase 111
Improvement and Fire Station Improvement Capital Project Funds. All other budget amendments were
minor.

The total variance from the final budget numbers to the actual results for revenues that the City received
was $2,489,093, or 6.6%, more than the budgeted amount. Property tax revenue and sales tax revenue
were over budget by $1,105,975 and $670,348, respectively. Total revenue increased by 8.1% from fiscal
year 2015.

The total variance from the final budget numbers to the actual results for expenditures totaled $549,772,
or 1.6%, of the final budget.
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Proprietary Funds

The City of Kannapolis’ proprietary funds provide the same type of information found in the government-
wide financial statements, but in more detail. The non-capital and non-restricted portion of net position of
the business-type funds at June 30, 2016 was $9,331,481, compared to $6,551,022 at June 30, 2015. See
the detailed explanation of this increase under key elements of the change in the net position discussed
earlier under "Business-Type Activities."

Capital Asset and Debt Administration

Capital Assets

The City’s investment in capital assets for its governmental and business-type activities as of June 30,
2016 totaled $282,711,984 (net of accumulated depreciation). This is an increase from June 30, 2015 of
$18,866,670. These assets include land, buildings, improvements, machinery and equipment, and
infrastructure.

Major capital asset transactions during the year included the following:

e 510,324,026 in construction in progress for the new City Hall and Public Safety Headquarters
e $9,702,285 for purchase of the City’s Downtown.

City of Kannapolis' Capital Assets

Figure 4
Governmental Activities Business-Type Activities Total
2016 2015 2016 2015 2016 2015
Land § 13,943,757 § 13,875862 § 6,387412 $ 730342 $ 20,331,169 § 14,606,204

Construction in progress 32,729,489 22,405,463 17,557,547 16,742,408 50,287,036 39,147,871
Rowan County water

rights - - 2,411,100 2,411,100 2,411,100 2,411,100
Buildings and systems 33,961,111 33,934,516 26,943,128 22,946,239 60,904,239 56,880,755
Improvements other

than buildings 7,056,714 7,133,214 - - 7,056,714 7,133,214
Machinery and

equipment 17,019,659 16,933,411 3,992,975 3,469,937 21,012,634 20,403,348
Infrastructure 154,323,239 152,488,717 97,126,022 95,857,475 251,449,261 248,346,192
Total 259,033,969 246,771,183 154,418,184 142,157,501 413,452,153 388,928,684

Less accumulated

depreciation and

amortization 84,599,331 81,505,819 46,140,838 43,577,549 130,740,169 125,083,368
Capital assets, net $ 174,434,638  §165,265,364 $108,277,346 $ 98,579,952 $ 282,711,984 § 263,845,316

For additional information on the City’s capital assets, see pages 53 through 56 of this report.
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Long-Term Debt

At the end of the current fiscal year, the City of Kannapolis had total debt outstanding of $110,495,543.
Of this amount, $29,365,629 represents bonds secured solely by water and sewer revenues. (i.e. revenue
bonds). The City also had $25,933,214 in outstanding installment obligations and $55,196,700 in
outstanding limited obligation bonds. Through an intergovernmental agreement, Cabarrus County makes
contributions for approximately 35% for the limited obligation bonds annually.

Governmental Activities Business-Type Activities Total

2016 2015 2016 2015 2016 2015

Installment obligations $ 9075689 $ 10493,170 $ 16,857,525 $ 7,022,767 $ 25933214 $ 17,515,937
Revenue bonds - - 29,365,629 31,325,159 29,365,629 31,325,159
Limited obﬁgation bonds 55,196,700 57,592,933 - - 55,196,700 57,592,933

Total $ 64272389 § 68,086,103 $ 46,223,154 § 38,347,926 $110,495,543 § 106,434,029

The State of North Carolina limits the amount of general obligation debt that a unit of government can
issue to 8% of the total assessed value of taxable property located within that government's boundaries.
At June 30, 2016, the legal debt limit for the City totaled $218,503,377. The City Council adopted a debt
management policy in May of 2012. According to this policy, the net debt (tax supported) should not
exceed 2% of the total assessed value of taxable property.

Additional information on the City of Kannapolis' long-term debt can be found in Note 2(B) on pages 70
through 81 of this report.

Economic Factors and Next Year's Budgets and Rates

e The unemployment rate for Cabarrus County in June 2016 was 5.4%, which is an increase from a rate
of 5.3% in June 2015. A portion of the City (18%) is located in Rowan County. The unemployment
rate in Rowan County decreased to 5.8% in June 2016, compared to 6.0% in June 2015.

e Population in the City has increased from 41,273 in 2007 to 46,144 in 2016.

All of these factors were considered in preparing the City of Kannapolis' budget for fiscal year 2017. The
City council did not increase the tax rate as it remains at $.63/$100 of valuation for Fiscal Year
2017. Nine Capital Projects were approved in the General Fund with a total cost of $10,615,000 and a
budget impact of $1,381,240 for the 2017 Fiscal Budget. Ten new positions were included in the Fiscal
Year budget increasing the citywide employment figure to 336 Full-Time Employees. The General Fund
budget increased $3,205,787, or 8.35% from Fiscal year 2016 budget. The increased revenue is largely
from two sources, Sales tax and Utility Franchise tax.

The Fiscal Year 2017 Water and Sewer Budget Increased $562,500, or 3.59% from Fiscal Year 2016
budget. No rate increases or new fees are found in Fiscal Year 2017 budget. However, additional
revenue is expected due to organic growth in the system and increased efficiency as a result of digital
water meter installations over the past three years. In Fiscal Year 2016, the Water & Sewer Budget
increased 5.14%, or $765,709 from the previous year’s budget.
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The Stormwater Fund budget for fiscal year 2017 totaled $2,340,000 which represents a 15.56% increase,
or $315,000, increase from the 2016 budget. This is the second year the Stormwater Fund has been self-
sufficient and the last year for debt service on past capital projects. The 2017 Fiscal Year budget include
$111,000 in capital purchases made through cash payments. This fund includes cost appropriations
related to a federally mandated educational program and annual maintenance of the City’s storm drainage
system.

The Fiscal Year 2017 budget for the Environmental Fund increased 1.23%, or $46,005 over previous
year’s budget. While the fund’s budget did not increase significantly, a rate increase of $2.50 per
customer per month is found in this year’s budget. This increased revenue decrease the transfer to the
Environmental Fund by $570,125. The rate increase is part of the 10 year financial plan to make the
Environmental Fund self-sufficient.

Fiscal Year 2017 is the second year for the Downtown Fund. The fund increase 17.31%, or $324,175
over previous year’s budget. Increases in building rental fees and special event fees revenues are
projected for Fiscal Year 2017 and this year will be the first full year of debt service payment on the city’s
49 acre historic downtown purchase.

Requests for Information
This financial report is designed to provide a general overview of the City of Kannapolis' finances for all
those with an interest in the government's finances. Questions concerning any of the information

provided in this report, or requests for additional financial information, should be addressed to the
Finance Director, City of Kannapolis, 401 Laureate Way, Kannapolis, North Carolina 28081.
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Basic Financial Statements

The Basic Financial Statements present a condensed overview of the financial position and
results of operations of the City as a whole. They also serve as an introduction to the more
detailed statements and schedules that follow.




Exhibit A

CITY OF KANNAPOLIS, NORTH CAROLINA Fage Lof2
STATEMENT OF NET POSITION
JUNE 30, 2016
Primary Government
Governmental Business-Type
Activities Activities Total
Assets:
Current assets:
Cash and cash equivalents $ 16,513,455 $ 8,519,435 25,032,890
Taxes receivable 535,744 - 535,744
Accounts receivable, net 208,509 4,437,348 4,645,857
Due from other governments 2,646,410 117,098 2,763,508
Cash and cash equivalents, restricted 6,049,084 2,917,387 8,966,471
Prepaid items 220,506 1,978 222,484
Total current assets 26,173,708 15,993,246 42,166,954
Non-current assets:
Intangible asset, net of amortization - 1,735,992 1,735,992
Non-depreciable assets 46,673,246 23,944,959 70,618,205
Other capital assets, net of depreciation 127,761,392 82,596,395 210,357,787
Total non-current assets 174,434,638 108,277,346 282,711,984
Total assets 200,608,346 124,270,592 324,878,938
Deferred Outflows of Resources:
Contributions to pension plan in current year 865,894 190,075 1,055,969
Liabilities:
Current liabilities:
Accounts payable 1,657,568 984,225 2,641,793
Accrued expenses 1,788,006 331,020 2,119,026
Accrued interest 905,436 357,374 1,262,810
Current compensated absences 786,695 114,188 900,883
Current maturities of long-term debt 4,602,608 3,687,315 8,289,923
Liabilities to be paid from restricted assets 179,871 637,057 816,928
Total current liabilities 9,920,184 6,111,179 16,031,363

The accompanying notes are an integral part of the financial statements.
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CITY OF KANNAPOLIS, NORTH CAROLINA

STATEMENT OF NET POSITION
JUNE 30, 2016

Non-current liabilities:
Net pension liability
Non-current compensated absences

Other post-employment benefits obligation

Unfunded pension obligation
Long-term debt
Total non-current liabilities

Total liabilities

Deferred Inflows of Resources:
Prepaid taxes

Pension deferrals

Total deferred inflows of resources

Net Position:

Net investment in capital assets
Restricted - stabilization for State statute
Restricted - streets

Restricted - community development
Restricted - public works

Unrestricted

Total net position

Exhibit A

Page 2 of 2
Primary Government
Governmental Business-Type
Activities Activities Total

1,115,699 244,909 1,360,608
262,232 38,062 300,294
12,194,145 3,118,932 15,313,077
1,641,764 - 1,641,764
59,669,781 42,535,839 102,205,620
74,883,621 45,937,742 120,821,363
84,803,805 52,048,921 136,852,726
70,580 - 70,580
882,208 193,656 1,075,864
952,788 193,656 1,146,444
110,342,120 62,886,481 173,228,601
2,656,637 - 2,656,637
57,682 - 57,682
867,851 - 867,851
43,615 - 43,615
1,749,742 9,331,609 11,081,351
§ 115,717,647 $ 72,218,090 $ 187,935,737

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

CITY OF KANNAPOLIS, NORTH CAROLINA Fage Lof2
STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JUNE 30, 2016
Program Revenues
Operating Capital
Charges for Grants and Grants and
Expenses Services Contributions Contributions
Functions/Programs
Primary Government:
Governmental Activities:
General government $ 6,674,373 $ 94432 § 828,549 $ 1,523,336
Public safety 17,345,226 246,213 - -
Public works 6,017,248 144,031 - 1,589,792
Community development 1,331,648 118,001 13,131 -
Parks and recreation 2,307,844 132,197 66,668 456,963
Interest on long-term debt 3,110,388 - - -
Total governmental activities 36,786,727 734,874 908,348 3,570,091
Business-Type Activities:
Water and sewer 14,130,523 16,314,943 - 1,204,690
Stormwater 1,683,401 2,449,156 - -
Environmental services 3,631,831 1,932,259 - -
Downtown 1,630,245 764,047 - -
Total business-type activities 21,076,000 21,460,405 - 1,204,690
Total primary government $ 57,862,727 §  22,195279 § 908,348 $ 4,774,781

The accompanying notes are an integral part of the financial statements.
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CITY OF KANNAPOLIS, NORTH CAROLINA

STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JUNE 30, 2016

Functions/Programs
Primary Government:
Governmental Activities:
General government
Public safety

Public works

Community development
Parks and recreation
Interest on long-term debt

Total governmental activities

Business-Type Activities:
Water and sewer
Stormwater
Environmental services
Downtown

Total business-type activities

Total primary government

General Revenues:

Taxes:

Ad valorem taxes

Sales tax

Other taxes and licenses

Franchise tax

Unrestricted intergovernmental revenues
Investment earnings

Total general revenues not including transfers

Transfers

Total general revenues and transfers
Change in net position

Net Position:

Beginning of year - July 1

Restatement
Beginning of year - July 1, as restated

End of year - June 30

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

Exhibit B

Page 2 of 2
Net (Expense) Revenue
and Changes in Net Position
Primary Government
Governmental Business-Type
Activities Activities Total

$ (4,228,056) $ - (4,228,056)
(17,099,013) - (17,099,013)
(4,283,425) - (4,283,425)
(1,200,516) - (1,200,516)
(1,652,016) - (1,652,016)
(3,110,388) - (3,110,388)
(31,573,414) - (31,573,414)

- 3,389,110 3,389,110

- 765,755 765,755
- (1,699,572) (1,699,572)
- (866,198) (866,198)

- 1,589,095 1,589,095
(31,573,414) 1,589,095 (29,984,319)
23,620,440 - 23,620,440
8,167,848 - 8,167,848
757,729 - 757,729
2,749,143 - 2,749,143
195,433 - 195,433
204,209 12,585 216,794
35,694,802 12,585 35,707,387
(2,360,245) 2,360,245 -
33,334,557 2,372,830 35,707,387
1,761,143 3,961,925 5,723,068
113,931,617 68,256,165 182,187,782
24,887 - 24,887
113,956,504 68,256,165 182,212,669

$ 115,717,647 § 72,218,090 187,935,737




CITY OF KANNAPOLIS, NORTH CAROLINA

BALANCE SHEET - GOVERNMENTAL FUNDS

JUNE 30, 2016

Assets:

Cash and cash equivalents

Taxes receivable

Accounts receivable

Due from other governments

Due from other funds

Cash and cash equivalents - restricted
Prepaid items

Total assets

Liabilities, Deferred Inflows of
Resources, and Fund Balances:

Liabilities:

Accounts payable

Accrued liabilities

Due to other funds

Liabilities to be paid from restricted assets

Total liabilities

Deferred Inflows of Resources:
Prepaid taxes

Property taxes receivable

Other unavailable revenue

Total deferred inflows of resources

Fund Balances:
Non-spendable:

Prepaid items

Long-term receivable
Restricted:

Stabilization for State statute
Restricted for community development
Restricted for public works
Restricted for streets
Restricted for public safety
Committed

Unassigned

Total fund balances

Total liabilities, deferred inflows of
resources, and fund balances

Exhibit C

Page 1 of 2
Nonmajor
Major Funds Funds

City Office/ Other Total
General Public Safety Governmental Governmental

Fund Building Funds Funds
$ 14,647,404 $ 1,003,975 862,076 16,513,455
535,744 - - 535,744
7,724 - 200,785 208,509
1,973,671 335,054 337,685 2,646,410
280,480 - - 280,480
5,501,067 179,871 368,146 6,049,084
220,506 - - 220,506
$ 23,166,596 $ 1,518,900 1,768,692 26,454,188
$ 727,692 $ 824,104 105,772 1,657,568
1,788,006 - - 1,788,006
- - 280,480 280,480
- 179,871 - 179,871
2,515,698 1,003,975 386,252 3,905,925
70,580 - - 70,580
535,744 - - 535,744
291,362 - - 291,362
897,686 - - 897,686
220,506 - - 220,506
- - 187,400 187,400
1,970,513 335,054 351,070 2,656,637
5,443,385 - 867,851 6,311,236
- - 43,615 43,615
57,682 - - 57,682
- 179,871 - 179,871
45,630 - 219,535 265,165
12,015,496 - (287,031) 11,728,465
19,753,212 514,925 1,382,440 21,650,577
$ 23,166,596 $ 1,518,900 1,768,692 § 26,454,188

The accompanying notes are an integral part of the financial statements.
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CITY OF KANNAPOLIS, NORTH CAROLINA

BALANCE SHEET - GOVERNMENTAL FUNDS
JUNE 30, 2016

Amounts reported for governmental activities in the Statement of Net Position

are different because:

Total fund balance - governmental funds

Capital assets, net of accumulated depreciation, used in governmental activities are

not financial resources and, therefore, are not reported in the funds.

Net pension liability

Contributions to the pension plan in the current fiscal year are deferred outflows of

resources on the Statement of Net Position.

Deferred inflows of resources in the governmental funds are used to offset accounts
receivable not expected to be available within 60 days of year-end. These receivables

are a component of net position in the Statement of Net Position.

Pension related deferrals

Long-term liabilities and compensated absences are not due and payable in the

current period and, therefore, are not reported in the funds.
Debt payable
Unfunded LEO
Other post-employment benefits
Accrued interest
Compensated absences

Net position of governmental activities

The accompanying notes are an integral part of the financial statements.
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Page 2 of 2

Total

Governmental
Funds

$ 21,650,577

174,434,638

(1,115,699)

865,894

827,106

(882,208)

(64,272,389)
(1,641,764)
(12,194,145)
(905,436)

(1,048,927)

5115717647



Exhibit D

CITY OF KANNAPOLIS, NORTH CAROLINA
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES

IN FUND BALANCES - GOVERNMENTAL FUNDS
FOR THE YEAR ENDED JUNE 30, 2016

Nonmajor
Major Funds Funds
City Office/ Other Total
General Public Safety Governmental Governmental
Fund Building Funds Funds
Revenues:
Ad valorem taxes $ 23,808,805 $ - % - 3 23,808,805
Other taxes and licenses 8,735,262 - 190,315 8,925,577
Unrestricted intergovernmental 2,944 576 - - 2,944,576
Restricted intergovernmental 2,803,468 - 766,622 3,570,090
Sales and services 745,405 - - 745,405
Contributions - 1 - 1
Investment earnings 193,992 10,217 - 204,209
Miscellaneous 908,348 - - 908,348
Total revenues 40,139,856 10,218 956,937 41,107,011
Expenditures:
Current:
General government 6,121,872 - - 6,121,872
Public safety 15,440,434 - - 15,440,434
Public works 4,342,983 - - 4,342,983
Community development 666,227 - 709,457 1,375,684
Capital outlay - 10,899,329 719,096 11,618,425
Parks and recreation 1,654,948 - - 1,654,948
Debt service:
Principal retirement 3,502,481 - 190,000 3,692,481
Interest and fees 3,145,650 - - 3,145,650
Total expenditures 34,874,595 10,899,329 1,618,553 47,392,477
Revenues over (under) expenditures 5,265,261 (10,889,111) (661,616) (6,285,466)
Other Financing Sources (Uses):
Transfers (out) (3,173,850) - - (3,173,850)
Transfers in - - 840,200 840,200
Total other financing sources (uses) (3,173,850) - 840,200 (2,333,650)
Net change in fund balances 2,091,411 (10,889,111) 178,584 (8,619,116)
Fund Balances:
Beginning of year - July 1 17,636,914 11,404,036 1,203,856 30,244,806
Restatement 24,887 - - 24,887
Beginning of year - as restated 17,661,801 11,404,036 1,203,856 30,269,693
End of year - June 30 $ 19,753,212 $ 514925 $ 1,382,440 $ 21,650,577

The accompanying notes are an integral part of the financial statements.
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CITY OF KANNAPOLIS, NORTH CAROLINA

RECONCILIATION OF THE STATEMENT OF REVENUES,
EXPENDITURES, AND CHANGES IN FUND BALANCES -
GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JUNE 30, 2016

Amounts reported for governmental activities in the Statement of Activities (Exhibit B)
are different because:

Net changes in fund balances - total governmental funds (Exhibit D)

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.

Depreciation expense allocates the costs of capital assets over their useful lives.
It is not reported as an expenditure in the governmental funds statement.

Contributions to the pension plan in the current fiscal year are not included on the
Statement of Activities.

The sale of capital assets is reported as a revenue in the governmental funds statement
without subtracting the net book value of the capital assets sold.

Revenues in the Statement of Activities that do not provide current financial resources
are not reported as revenues in the funds.

Expenses related to accrued interest, compensated absences, Law Enforcement
Officers' Separation Allowance and other post-employment benefits that do not

require current financial resources are not reported as expenditures in the governmental
funds statement.

Pension expenses reported in the Statement of Activities does not require the use of current

financial resources, and, therefore is not reported as an expenditure in the governmental funds.

Governmental funds report the effect of bond premiums when the debt is first issued,
whereas, these amounts are deferred and amortized in the Statement of Activities.

Principal repayments are reported as expenditures in the governmental funds statement.
However, in the Statement of Activities, these transactions are not an expense; rather,

they are a decrease in liabilities.

Transfer of capital assets from business-type activities to the governmental activities

Total change in net position of governmental activities (Exhibit B)

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

(8,619,116)

13,518,061

(4,354,290)

865,894

11,474

(187,890)

(2,631,326)

(638,401)

121,233

3,692,481

(16,977)

$

1,761,143



Exhibit F

CITY OF KANNAPOLIS, NORTH CAROLINA
GENERAL FUND
STATEMENT OF REVENUES, EXPENDITURES, AND

CHANGES IN FUND BALANCE - BUDGET AND ACTUAL
FOR THE YEAR ENDED JUNE 30, 2016

Variance with

Budgeted Amounts Final Budget

Original Final Actual Over/Under
Revenues:
Ad valorem taxes $ 22,702,830 $ 22,702,830 $ 23,808,805 $ 1,105,975
Other taxes and licenses 7,382,250 7,907,250 8,735,262 828,012
Unrestricted intergovernmental 2,150,000 2,535,000 2,944,576 409,576
Restricted intergovernmental 2,764,303 2,764,303 2,803,468 39,165
Sales and services 599,500 599,500 745,405 145,905
Investment earnings 120,000 120,000 193,992 73,992
Miscellaneous 747,020 1,018,620 908,348 (110,272)
Total revenues 36,465,903 37,647,503 40,139,856 2,492,353
Expenditures:
Current:
General government 5,614,948 6,158,004 6,121,872 36,132
Public safety 14,936,785 15,622,238 15,440,434 181,804
Public works 4,059,393 4,456,426 4,342,983 113,443
Community development 749,487 687,687 666,227 21,460
Parks and recreation 1,550,340 1,841,534 1,654,948 186,586
Debt service:
Principal retirement 3,843,100 3,507,077 3,502,481 4,596
Interest and fees 3,313,000 3,148,141 3,145,650 2,491
Total expenditures 34,067,053 35,421,107 34,874,595 546,512
Revenues over (under) expenditures 2,398,850 2,226,396 5,265,261 3,038,865
Other Financing Sources (Uses):
Transfers (out) (2,648,850) (3,173,850) (3,173,850) -
Appropriated fund balance 250,000 947,454 - (947,454)
Total other financing sources (uses) (2,398,850) (2,226,396) (3,173,850) (947,454)
Net change in fund balance $ - $ - 2,091,411 $ 2,091,411
Fund Balance:
Beginning of year - July 1 17,636,914
Restatement 24,887
Beginning of year - July 1 as restated 17,661,801
End of year - June 30 $ 19,753,212

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

CITY OF KANNAPOLIS, NORTH CAROLINA

STATEMENT OF NET POSITION

PROPRIETARY FUNDS
JUNE 30, 2016
Business-Type Activities
Major
Enterprise Funds Total
Water and Stormwater Environmental Downtown Business-Type
Sewer Fund Fund Services Fund  Kannapolis Fund Activities

Assets:
Current assets:
Cash and investments $ 6,432,946 $ 960,449 $ 508,832 $ 617,208 $ 8,519,435
Accounts receivable, net 3,814,052 327,979 295,317 - 4,437,348
Due from other governments 82,819 13,171 14,399 6,709 117,098
Cash and investments, restricted 1,755,974 - - 1,161,413 2,917,387
Prepaid assets 1,978 - - - 1,978
Total current assets 12,087,769 1,301,599 818,548 1,785,330 15,993,246
Non-current assets:
Intangible asset, net of amortization 1,735,992 - - - 1,735,992
Capital assets:

Non-depreciable assets 18,287,889 - - 5,657,070 23,944,959

Other capital assets net of depreciation 73,446,977 5,152,179 - 3,997,239 82,596,395
Total capital assets 91,734,866 5,152,179 - 9,654,309 106,541,354
Total non-current assets 93,470,858 5,152,179 - 9,654,309 108,277,346
Total assets 105,558,627 6,453,778 818,548 11,439,639 124,270,592
Deferred Outflows of Resources:
Contributions to pension plan 147,836 42,239 - - 190,075
Liabilities:
Current liabilities:
Accounts payable 618,049 10,587 292,811 62,778 984,225
Accrued expenses 91,581 20,695 - 218,744 331,020
Accrued interest 346,603 10,771 - - 357,374
Current portion of compensated absences 93,080 21,108 - - 114,188
Current maturities of long-term debt 2,349,110 604,205 - 734,000 3,687,315
Liabilities to be paid from restricted assets 637,057 - - - 637,057
Total current liabilities 4,135,480 667,366 292,811 1,015,522 6,111,179
Non-current liabilities:
Net pension liability 190,485 54,424 - - 244,909
Compensated absences 31,026 7,036 - - 38,062
Other post-employment benefits obligation 2,434,826 684,106 - - 3,118,932
Long-term debt 29,319,725 2,950,114 - 10,266,000 42,535,839
Total non-current liabilities 31,976,062 3,695,680 - 10,266,000 45,937,742
Total liabilities 36,111,542 4,363,046 292,811 11,281,522 52,048,921
Deferred Inflows of Resources:
Pension deferrals 150,621 43,035 - - 193,656
Net Position:
Net investment in capital assets 61,472,899 1,597,860 - (184,278) 62,886,481
Unrestricted 7,971,401 492,076 525,737 342,395 9,331,609
Total net position $ 69,444,300 $ 2,089,936 $ 525,737 $ 158,117 $ 72,218,090

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

CITY OF KANNAPOLIS, NORTH CAROLINA

STATEMENT OF REVENUES, EXPENSES, AND
CHANGES IN NET POSITION

PROPRIETARY FUNDS

FOR THE YEAR ENDED JUNE 30, 2016

Business-Type Activities

Major
Enterprise Funds Total
Water and Stormwater Environmental Downtown Business-Type
Sewer Fund Fund Services Fund Kannapolis Fund Activities

Operating Revenues:
Charges for services $ 14,399,114 $ 2,449,156 $ 1,901,954 $ 720,217 $ 19,470,441
Water and sewer taps 1,465,679 - - - 1,465,679
Other operating revenues 450,150 - 30,305 43,830 524,285
Total operating revenues 16,314,943 2,449,156 1,932,259 764,047 21,460,405
Operating Expenses:
Administration 717,499 - - - 717,499
Distribution 3,026,968 - - - 3,026,968
Filter plant 2,333,087 - - - 2,333,087
General services 1,466,110 - - 513,802 1,979,912
Contracted services - - - 432,691 432,691
Sewage treatment 3,012,560 - - - 3,012,560
Stormwater - 1,409,719 - - 1,409,719
Environmental services - - 3,629,417 - 3,629,417
Depreciation and amortization 2,324,895 191,931 - 47,976 2,564,802
Total operating expenses 12,881,119 1,601,650 3,629,417 994,469 19,106,655
Operating income (loss) 3,433,824 847,506 (1,697,158) (230,422) 2,353,750
Non-Operating Revenues (Expenses):
Loss on disposal of assets (43,577) - - - (43,577)
Interest earned on investments 12,095 - - 490 12,585
Interest and fees on long-term debt (1,205,827) (81,751) (2,414) (635,776) (1,925,768)
Total non-operating revenues (expenses) (1,237,309) (81,751) (2,414) (635,286) (1,956,760)
Income (loss) before capital contributions

and transfers 2,196,515 765,755 (1,699,572) (865,708) 396,990
Capital Contributions 1,204,690 - - - 1,204,690
Transfers:
Transfers (out) (698,405) - - - (698,405)
Transfers in - - 2,034,825 1,023,825 3,058,650
Total transfers (698,405) - 2,034,825 1,023,825 2,360,245
Change in net position 2,702,800 765,755 335,253 158,117 3,961,925
Net Position:
Beginning of year - July 1 66,741,500 1,324,181 190,484 - 68,256,165
End of year - June 30 $ 69444300 $ 2,089,936 $ 525,737 $ 158,117  $ 72,218,090

The accompanying notes are an integral part of the financial statements.
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CITY OF KANNAPOLIS, NORTH CAROLINA

STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS
FOR THE YEAR ENDED JUNE 30, 2016

Cash Flows from Operating Activities:

Cash received from customers

Cash paid for goods and services

Cash paid to employees

Net cash provided (used) by operating activities

Cash Flows from Non-Capital Financing Activities:
Transfers (to) from other funds
Net cash provided (used) by non-capital financing activities

Cash Flows from Capital and Related Financing Activities:

Loss on disposal of assets
Proceeds from issuance of long-term debt
Acquisition of capital assets and capital projects
Principal paid on long-term debt
Interest and fees paid on long-term debt
Net cash provided (used) by capital

and related financing activities

Cash Flows from Investing Activities:
Interest on investments

Net increase (decrease) in cash and cash equivalents

Cash and Cash Equivalents:
Beginning of year - July 1

End of year - June 30

Reconciliation of Operating Income (Loss)
to Provided (Used) By Operating Activities:
Operating income (loss)
Adjustments to reconcile operating income (loss)
to net cash provided (used) by operating activities:
Depreciation and amortization
Change in assets and liabilities:
(Increase) decrease in accounts receivable
(Increase) decrease in prepaids
(Increase) decrease in net pension asset
Increase (decrease) in net pension liability
(Increase) decrease in deferred inflows
of resources for pensions
(Increase) decrease in deferred outflows
of resources for pensions
Increase (decrease) in accounts payable
and accrued liabilities
Increase (decrease) in other post-employment benefits
Increase (decrease) in customer deposits
Net cash provided (used) by operating activities

Summary of Non-Cash Activities:
Capital asset contributions

Exhibit I

Business-Type Activities

Major
Enterprise Funds Total
Water and Stormwater Environmental Downtown Business-Type
Sewer Fund Fund Services Fund K polis Fund Activities
$ 16,039,784 $ 2,310,377 $ 1,809,283 $ 757,338 $ 20,916,782
(8,387,817) (680,227) (3,596,097) (883,715) (13,547,856)
(2,719,820) (647,160) (56,883) - (3,423,863)
4,932,147 982,990 (1,843,697) (126,377) 3,945,063
(698,405) - 2,034,825 1,023,825 2,360,245
(698,405) - 2,034,825 1,023,825 2,360,245
(26,602) - - - (26,602)
- - - 11,000,000 11,000,000
(1,372,198) - - (9,702,285) (11,074,483)
(2,340,959) (610,300) (173,513) - (3,124,772)
(1,240,809) (82,186) (2,414) (417,032) (1,742,441)
(4,980,568) (692,486) (175,927) 880,683 (4,968,298)
12,095 - - 490 12,585
(734,731) 290,504 15,201 1,778,621 1,349,595
8,923,651 669,945 493,631 - 10,087,227
$ 8,188,920 § 960,449 $ 508,832 $ 1,778,621 § 11,436,822
$ 3,433,824 § 847,506 $ (1,697,158) $ (230,422) $ 2,353,750
2,324,895 191,931 - 47,976 2,564,802
(292,827) (138,779) (122,976) (6,709) (561,291)
(1,978) - - - (1,978)
264,722 79,417 8,824 - 352,963
190,485 54,424 - - 244,909
(537,211) (163,315) (22,928) - (723,454)
20,366 8,222 5,607 - 34,195
(919,219) (8,768) 10,162 62,778 (855,047)
431,422 112,352 (25,228) - 518,546
17,668 - - - 17,668
$ 4,932,147  $ 982,990 $ (1,843,697) $ (126,377) $ 3,945,063
$ 1,204,690 $ - 8 -3 - 8 1,204,690

The accompanying notes are an integral part of the financial statements.
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CITY OF KANNAPOLIS, NORTH CAROLINA

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2016

1. Summary of Significant Accounting Policies

The accounting policies of the City of Kannapolis (the "City") conform to generally accepted
accounting principles as applicable to governments. The following is a summary of the more
significant accounting policies:

A. Reporting Entity

The City is a municipal corporation that is governed by an elected Mayor and a six-member
Council. As required by generally accepted accounting principles, these financial statements
present the City. There are no component units presented for which the City is financially
accountable.

B. Basis of Presentation — Fund Accounting

Government-Wide Statements. The Statement of Net Position and the Statement of Activities
display information about the primary government. These statements include the financial
activities of the overall government. In the Government-Wide financial statements, eliminations
have been made to minimize the double counting of internal activities. These statements
distinguish between the governmental and business-type activities of the City. Governmental
activities generally are financed through taxes, intergovernmental revenues, and other non-
exchange transactions. Business-type activities are financed, in whole or in part, by fees charged
to external parties.

The Statement of Activities presents a comparison between direct expenses and program
revenues for the different business-type activities of the City and for each function of the City’s
governmental activities. Direct expenses are those that are specifically associated with a
program or function and, therefore, are clearly identifiable to a particular function. Indirect
expense allocations that have been made in the funds have been reversed for the Statement of
Activities. Program revenues include (a) fees and charges paid by the recipients of goods or
services offered by the programs and (b) grants and contributions that are restricted to meeting
the operational or capital requirements of a particular program. Revenues that are not classified
as program revenues, including all taxes, are presented as general revenues.

Fund Financial Statements. The fund financial statements provide information about the City’s
funds, including its fiduciary funds. Separate statements for each fund category — governmental,
proprietary, and fiduciary — are presented. The emphasis of fund financial statements is on
major governmental and enterprise funds, each displayed in a separate column. All remaining
governmental and enterprise funds are aggregated and reported as nonmajor funds.

Proprietary fund operating revenues, such as charges for services, result from exchange
transactions associated with the principal activity of the fund. Exchange transactions are those in
which each party receives and gives up essentially equal values. Non-operating revenues, such
as subsidies result from non-exchange transactions. Other non-operating revenues are ancillary
activities such as investment earnings.
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The City reports the following major governmental funds:

General Fund. The General Fund is the general operating fund of the City. The General Fund
accounts for all financial resources except those that are required to be accounted for in another
fund. The primary revenue sources are ad valorem taxes, federal and State grants, and various
other taxes and licenses. The primary expenditures are for public safety, street maintenance and
construction, sanitation services, cultural and recreational activities, and general governmental
services.

City Office/Public Safety Building. This fund is used to account for the construction of a City
office building and police station.

The City reports the following nonmajor governmental funds:

Community Development Block Grant Fund. This fund is used to account for federal grants
under the Community Development Block Grant/Entitlement Program.

Transit Tax Fund. This fund is used to account for funds to be used in the development of a
transit system for the City.

Irish Buffalo Creek Greenway. This fund is used to account for the development of a
greenway along Irish Buffalo Creek.

Pine Street Assisted Living. This fund is used to account for the purchase of the Pine Street
Assisted Living Facility with grant funds.

Oak Avenue Sidewalk. This fund is used to account for funds used for sidewalk improvements
on Oak Avenue.

Little Texas Road Sidewalk. This fund is used to account for funds used for sidewalk
improvements on Little Texas Road.

Glen Afton to Goodman Road Connection. This fund is used to account for funds used for the
construction of a connector road between Glen Afton Road and Goodman Road.

Village Park Phase 3 Improvements. This fund is used to account for funds used for the
upgrades to Village Park including a double decker carousel.

Fire Station Improvements. This fund is used to account for funds used for the construction of
Fire Stations Two and Three.
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The City reports the following major enterprise funds:

Water and Sewer Fund. This fund is used to account for the City’s water and sewer operations.
The City maintains four separate water and sewer capital project funds for accounting purposes:
Shiloh Church Road Extension Fund, Revenue Bonds 2014 Fund, Mooresville Road Water Main
Fund, Davidson Road Water and Sudbury Road Sewer Main, and Downtown Water and Sewer
Infrastructure. For financial reporting purposes, these funds have been consolidated into the
Water and Sewer Fund.

Stormwater Fund. This fund is used to account for the City’s stormwater operations.

Environmental Services Fund. This fund is used to account for the City's environmental
services operations.

Downtown Kannapolis Fund. This fund is used to account for the City's Downtown
operations.

. Measurement Focus and Basis of Accounting

In accordance with North Carolina General Statutes, all funds of the City are maintained during
the year using the modified accrual basis of accounting.

Government-Wide, Proprietary, and Fiduciary Fund Financial Statements. The government-
wide, proprietary, and fiduciary fund financial statements are reported using the economic
resources measurement focus. The government-wide, proprietary, and fiduciary fund financial
statements are reported using the accrual basis of accounting. Revenues are recorded when
earned, and expenses are recorded at the time liabilities are incurred, regardless of when the
related cash flows take place. Non-exchange transactions, in which the City gives (or receives)
value without directly receiving (or giving) equal value in exchange, include property taxes,
grants, and donations. On an accrual basis, revenue from property taxes is recognized in the
fiscal year for which the taxes are levied. Revenue from grants and donations is recognized in
the fiscal year in which all eligibility requirements have been satisfied.

Amounts reported as program revenues include: 1) charges to customers or applicants for goods,
services, or privileges provided; 2) operating grants and contributions; and 3) capital grants and
contributions, including special assessments. Internally dedicated resources are reported as
general revenues rather than as program revenues. Likewise, general revenues include all taxes.

Proprietary funds distinguish operating revenues and expenses from non-operating items.
Operating revenues and expenses generally result from providing services and producing and
delivering goods in connection with a proprietary fund’s principal ongoing operations. The
principal operating revenues of the City’s Enterprise Funds are charges to customers for sales
and services. The City also recognizes as operating revenue the portion of tap fees intended to
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recover the cost of connecting new customers to the water and sewer system. Operating
expenses for the Enterprise Funds include the cost of sales and services, administrative expenses,
and depreciation on capital assets. All revenues and expenses not meeting this definition are
reported as non-operating revenues and expenses.

Governmental Fund Financial Statements. Governmental funds are reported using the current
financial resources measurement focus and the modified accrual basis of accounting. Under this
method, revenues are recognized when measurable and available. Expenditures are recorded
when the related fund liability is incurred, except for principal and interest on general long-term
debt, claims and judgments, and compensated absences, which are recognized as expenditures to
the extent they have matured. General capital asset acquisitions are reported as expenditures in
governmental funds. Proceeds of general long-term debt and acquisitions under capital leases are
reported as other financing sources.

The City considers all revenues available if they are collected within 60 days after year-end,
except for property taxes. Ad valorem taxes receivable are not accrued as revenue because the
amount is not susceptible to accrual. At June 30, taxes receivable for property other than motor
vehicles are materially past due and are not considered to be an available resource to finance the
operations of the current year. Also, as of September 1, 2013, State law altered the procedures
for the assessment and collection of property taxes on registered motor vehicles in North
Carolina. Effective with this change in the law, the State of North Carolina is responsible for
billing and collecting the property taxes on registered motor vehicles on behalf of all
municipalities and special tax districts. Property taxes are due when vehicles are registered. The
billed taxes are applicable to the fiscal year in which they are received. Uncollected taxes that
were billed in periods prior to September 1, 2013 and for limited registration plates are shown as
a receivable in these financial statements and are offset by deferred inflows of resources.

Sales taxes and certain intergovernmental revenues, such as beer and wine tax, collected and held
by the State at year-end on behalf of the City are recognized as revenue. Sales taxes are
considered a shared revenue for the City of Kannapolis because the tax is levied by the Counties
and then remitted to and distributed by the State. Most intergovernmental revenues and sales and
services are not susceptible to accrual because generally they are not measurable until received in
cash. All taxes, including those dedicated for specific purposes are reported as general revenues
rather than program revenues. Under the terms of grant agreements, the City funds certain
programs by a combination of specific cost-reimbursement grants, categorical block grants, and
general revenues. Thus, when program expenses are incurred, there is both restricted and
unrestricted net position available to finance the program. It is the City’s policy to first apply
cost-reimbursement grant resources to such programs, followed by categorical block grants, and
then general revenues.
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D. Budgetary Data

The City's budgets are adopted as required by North Carolina General Statutes. An annual
budget is adopted for the General Fund, Transit Tax Fund, and the Enterprise Funds. All annual
appropriations lapse at the fiscal year-end. Project ordinances are adopted for the Community
Development Block Grant Fund, the capital project funds, and the Enterprise Fund capital project
funds, which are consolidated with the operating funds for reporting purposes.

All budgets are prepared using the modified accrual basis of accounting. Expenditures may not
legally exceed appropriations at the functional level for all annually budgeted funds and at the
object level for the multi-year funds. Amendments are required for any revisions to a fund which
increase total appropriations. All amendments must be approved by the governing board. The
City Manager has authority to alter appropriations within a fund without Council approval.

During the year, several amendments to the original budget were necessary. The budget
ordinance must be adopted by July 1 of the fiscal year, or the governing board must adopt an
interim budget that covers that time until the annual ordinance can be adopted.

E. Assets, Liabilities, Deferred Outflows/Inflows of Resources, and Fund Equity
Deposits and Investments

All deposits of the City are made in board-designated official depositories and are secured as
required by State law (G.S. 159-31). The City may designate, as an official depository, any bank
or savings association whose principal office is located in North Carolina. Also, the City may
establish time deposit accounts such as NOW and SuperNOW accounts, money market accounts,
and certificates of deposit. State law (G.S. 159-30(c)) authorizes the City to invest in obligations
of the United States or obligations fully guaranteed both as to principal and interest by the United
States, obligations of the State of North Carolina, bonds and notes of any North Carolina local
government or public authority, obligations of certain non-guaranteed federal agencies, certain
high quality issues of commercial paper and bankers' acceptances, and the North Carolina Capital
Management Trust (NCCMT).

The City’s investments are reported at fair value. Non-participating interest earning contracts are
accounted for at cost. The NCCMT Cash Portfolio, a SEC-registered (2a-7) external investment
pool, is measured at amortized cost, which is the NCCMT’s share price. The NCCMT Term
Portfolio’s securities are valued at fair value. Money market investments that have a remaining
maturity at the time of purchase of one year or less are reported at amortized cost.

In accordance with the State law, the City has invested in securities which are callable and which

provide for periodic interest rate increases in specific increments until maturity. These
investments are reported at fair value as determined by quoted market prices.
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Cash and Cash Equivalents

The City pools money from several funds to facilitate disbursement and investment, and to
maximize investment income. Therefore, all cash and investments are essentially demand
deposits and are considered cash and cash equivalents.

Restricted Assets

The unexpended debt proceeds of the Other Governmental Funds and Enterprise Funds for debt
issued by the City, are classified as restricted assets because their use is completely restricted to
the purpose for which the debt was originally issued. The required debt service reserve in the
General Fund is classified as restricted assets because the cash is placed with an escrow agent in
which the purpose can only be used to repay debt at maturity. Customer deposits held by the
City before any services are supplied are restricted to the service for which the deposit was
collected. Powell Bill funds are also classified as restricted cash because they can be expended
only for the purposes of maintaining, repairing, constructing, reconstructing, or widening of local
streets per G.S. 136-41.1 through 136-41.4.

General Fund:

Required debt service reserve $ 54437385
Powell Bill 57,682
Total 5,501,067

Other Governmental Funds:

Unspent debt proceeds restricted for capital outlay 179,871
HUD Section 108 - debt payment reserve 368,146
Total 548,017

Enterprise Funds:
Unspent debt proceeds restricted for capital outlay:

Revenue Bonds 2014 1,406,868
Downtown Fund Loan Proceeds 1,161,413
Customer deposits 349,106
Total 2917387
Total restricted cash $ 8966471
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Ad Valorem Taxes Receivable

In accordance with State law (G.S. 105-347 and G.S. 159-13(a)), the City levies ad valorem taxes
on property other than motor vehicles on July 1%, the beginning of the fiscal year. The taxes are
due on September 1% (lien date); however, interest does not accrue until the following January
6. These taxes are based on the assessed values as of January 1, 2015. As allowed by State
law, the City has established a schedule of discounts that apply to taxes that are paid prior to the
due date. In the General Fund, ad valorem tax revenues are reported net of such discounts.

Allowance for Doubtful Accounts

All receivables that have historically experienced uncollectible accounts are shown net of an
allowance for doubtful accounts. This amount is estimated by analyzing the percentage of
receivables that were written off in prior years.

Interfund Receivables/Payables

Transactions between funds that are representative of lending/borrowing arrangements
outstanding at the end of the fiscal year are referred to as either "interfund receivables/payables"
(i.e., the current portion of interfund loans) or "advances to/from other funds" (i.e., the non-
current portion of interfund loans). All other outstanding balances between funds are reported as
"due to/from other funds".

Prepaid Items

Certain payments to vendors reflect costs applicable to future accounting periods and are
recorded as prepaid items in both government-wide and fund financial statements and are
expensed as the items are used. The cost of prepaid items is recorded as expenditures/expenses
when consumed rather than when purchased.

Capital Assets

Capital assets are defined by the government as assets with an initial, individual cost of more
than a certain cost and an estimated useful life in excess of two years. Minimum capitalization
costs are $250,000 for general infrastructure and $5,000 for other capital asset classifications.
Purchased or constructed capital assets are reported at cost or estimated historical cost. Donated
capital assets received prior to June 15, 2015 are recorded at their estimated fair value at the date
of donation. Donated capital assets received after June 15, 2015 are reported at acquisition
value. All other purchased or constructed capital assets are reported at cost or estimated
historical cost. The City has elected not to capitalize monuments and works of art that are held
for public exhibition. The cost of normal maintenance and repairs that do not add to the value of
the asset or materially extend assets’ lives are not capitalized.

44



CITY OF KANNAPOLIS, NORTH CAROLINA

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2016

Capital assets are depreciated using the straight-line method over the following estimated useful
lives:

Estimated
Assets Useful Lives
Buildings 50 years
Improvements 25 years
Plants and distribution systems 50 years
Vehicles and service equipment 5 years
Furniture and equipment 7 years

Interest is capitalized on Enterprise Fund capital assets financed by tax-exempt debt, if material.
The amount capitalized is reduced by offsetting the interest expense by the interest revenues
from unspent funds from the date of issue until completion of the project.

Deferred Outflows/Inflows of Resources

In addition to assets, the Statement of Net Position will sometimes report a separate section for
deferred outflows of resources. This separate financial statement element, Deferred Outflows of
Resources, represents a consumption of net position that applies to a future period and so will not
be recognized as an expense or expenditure until then. The City has one item that meets this
criterion — contributions made to the pension plan in the 2016 fiscal year. In addition to
liabilities, the Statement of Net Position will sometimes report a separate section for deferred
inflows of resources. This separate financial statement element, Deferred Inflows of Resources,
represents an acquisition of net position that applies to a future period and so will not be
recognized as revenue until then. The City has several items that meet the criterion for this
category — prepaid taxes, other unavailable revenues, property taxes receivable, and deferrals of
pension expense that result from the implementation of GASB Statement 68.

Long-Term Obligations

In the government-wide financial statements and proprietary fund types in the fund financial
statements, long-term debt and other long-term obligations are reported as liabilities in the
applicable governmental activities, business-type activities, or the proprietary fund type
Statement of Net Position. Bond premiums and discounts are deferred and amortized over the
life of the bonds using the straight-line method that approximates the effective interest method.
Bonds payable are reported net of the applicable bond premiums or discount. Bond issuance
costs, except for prepaid insurance costs, are expensed in the reporting period in which they are
incurred. Prepaid insurance costs are expensed over the life of the debt.

In fund financial statements, governmental fund types recognize bond premiums and discounts,
as well as bond issuance costs, during the current period. The face amount of debt issued is
reported as other financing sources. Premiums received on debt issuances are reported as other
financing sources, while discounts on debt issuances are reported as other financing uses.
Issuance costs, whether or not withheld from the actual debt proceeds received, are reported as
debt service expenditures.
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Compensated Absences

The vacation policies of the City provide for the accumulation of up to thirty days earned
vacation leave, with such leave being fully vested when earned. For the City’s government-wide
and proprietary funds, an expense and a liability for compensated absences and the salary-related
payments are recorded as the leave is earned. A liability for these amounts is reported in
governmental funds only if they have matured, for example, as a result of employee resignations
and retirements. The City has assumed a first-in, first-out method of using accumulated
compensated time. The portion of that time that is estimated to be used in the next fiscal year
has been designated as a current liability in the government-wide financial statements.

The City’s sick leave policies provide for an unlimited accumulation of earned sick leave. Sick
leave does not vest, but any unused sick leave accumulated at the time of retirement may be used
in the determination of length of service for retirement benefit purposes. Since the City has no
obligation for the accumulated sick leave until it is actually taken, no accrual for sick leave has
been made.

Net Position/Fund Balances

Net Position

Net position in government-wide and proprietary fund financial statements are classified as net
investment in capital assets, restricted, and unrestricted. Restricted net position represent
constraints on resources that are either externally imposed by creditors, grantors, contributors, or
laws or regulations of other governments or imposed by law through State statute.

Fund Balances

In the governmental fund financial statements, fund balance is composed of five classifications
designed to disclose the hierarchy of constraints placed on how fund balance can be spent.

The governmental fund types classify fund balances as follows:
Non-Spendable Fund Balance

This classification includes amounts that cannot be spent because they are either (a) not in
spendable form or (b) legally or contractually required to be maintained intact.

Prepaid Items — portion of fund balance that is not an available resource because it represents the
year-end balance of prepaid items, which are not spendable resources.

Long-Term Receivable — portion of fund balance that is not an available resource because it
represents the amount not expected to be converted to cash during the subsequent fiscal year.
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Restricted Fund Balance

This classification includes amounts that are restricted to specific purposes externally imposed
by creditors or imposed by law.

Stabilization for State Statute — portion of fund balance that is not an available resource for
appropriation in accordance with State law [G.S. 159-8(a)].

Restricted for Community Development — portion of fund balance restricted by revenue source
for community development activities. $5,443,385 is restricted in the General Fund for unspent
debt proceeds for capital outlay (TIF restrictions) and debt service reserve related to NCRC
project. $368,146 in the CDBG Fund is restricted for HUD Section 108 Loan. $499,705 in the
Transit Tax Fund is restricted by the revenue source for the development of a transit system for
the City.

Restricted for Public Works — portion of fund balance that is restricted by revenue source for
public works activities.

Restricted for Streets - Powell Bill — portion of fund balance that is available for appropriation
but legally segregated for street construction and maintenance expenditures. This amount
represents the balance of the total unexpended Powell Bill funds.

Restricted for Public Safety — portion of fund balance restricted by revenue source for public
safety related activities such as police and fire. $179,871 in the City Office/Public Safety
Building Fund is restricted for unspent bond proceeds for the purpose for which the debt was
issued.

Restricted fund balance at June 30, 2016 is as follows:

City Office/ Other
General Public Safety Governmental
Purpose Fund Building Funds
Restricted, All Other:
Streets $ 57,682 $ - $ -
Public safety - 179,871 -
Community development 5,443,385 - 867,851
Public works - - 43,615
Total $ 5501067 $ 179871 $ 911,466

Restricted net position on Exhibit A varies from restricted fund balance on Exhibit C by the
amount of unspent debt proceeds of $5,623,256 as of June 30, 2016.
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Committed Fund Balance

This classification represents the portion of fund balance that can only be used for specific
purposes determined by a formal action of the government’s highest level of decision-making
authority. The City Council is the highest level of decision-making authority for the government
that can, by adoption of an ordinance prior to the end of the fiscal year, commit fund balance.
Once adopted, the limitation imposed by the ordinance remains in place until action is taken (the
adoption of another ordinance) to remove or revise the limitation.

Committed for Capital Projects — portion of fund balance committed by the City Council to be
used for capital project expenditures related to the Oak Avenue Sidewalk and the Little Texas
Road Sidewalk projects.

Committed for Police Separation — portion of fund balance committed by the City Council that
will be used for the Law Enforcement Officers’ Special Separation Allowance obligations.

Committed fund balance at June 30, 2016 is as follows:

Other
General Governmental

Purpose Fund Funds
Capital projects $ - $ 219,535
Police Separation 45,630 -
Total $ 45630 $ 219,535

Assigned Fund Balance

Assigned fund balance is the portion of fund balance that the City of Kannapolis intends to use
for specific purposes. The City's governing body has the authority to assign fund balance.

Unassigned Fund Balance

Unassigned fund balance represents the portion of fund balance that has not been assigned to
another fund or is not restricted, committed, or assigned to specific purposes within the General
Fund. Only the General fund may report a positive unassigned fund balance.

The City of Kannapolis has a revenue spending policy that provides guidance for programs with
multiple revenue sources. The Finance Director will use resources in the following hierarchy:
debt proceeds, federal funds, State funds, local non-City funds, and/or City funds. For purposes
of fund balance classification, expenditures are to be spent from restricted fund balance first,
followed in order by committed fund balance, assigned fund balance and, lastly, unassigned fund
balance. The Finance Director has the authority to deviate from this policy if it is in the best
interest of the City or when required by grant or other contractual agreements.
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The City has adopted a minimum fund balance policy which states that available fund balances at
the close of each fiscal year should be within a range of at least 25% and no more than 33% (13
to 17 weeks) of the Total Annual Operating Budget of the City. The City Council may, from
time-to-time, appropriate fund balances that will reduce available fund balances below the 25%
policy for the purposes of a declared fiscal emergency or other such global purpose as to protect
the long-term fiscal security of the City of Kannapolis. In such circumstances, the Council will
adopt a plan to restore the available fund balances to the policy level within 36 months from the
date of the appropriation. If restoration cannot be accomplished within such time period without
severe hardship to the City, then the Council will establish a different but appropriate time period.

In the event that available fund balances are in excess of 33%, then the City will develop a
spending plan utilizing more cash payments for capital projects, or other capital assets.

Fund Balance Available for Appropriation

The following schedule provides management and citizens with information on the portion of
General Fund balance that is available for appropriation:

Total fund balance - General Fund $ 19,753,212
Less:

Prepaid items (220,506)
Stabilization by State statute (1,970,513)

Fund balance available for appropriation § 17,562,193

Pensions

For purposes of measuring the net pension liability, Deferred Outflows of Resources and
Deferred Inflows of Resources related to pensions, and pension expense, information about the
fiduciary net position of the Local Governmental Employees’ Retirement System (LGERS) and
additions to/deductions from LGERS’ fiduciary net position have been determined on the same
basis as they are reported by LGERS. For this purpose, plan member contributions are
recognized in the period in which the contributions are due. The City of Kannapolis’ employer
contributions are recognized when due and the City of Kannapolis has a legal requirement to
provide the contributions. Benefits and refunds are recognized when due and payable in
accordance with the terms of LGERS. Investments are reported at fair value.

Revenues, Expenditures, and Expenses
Other Resources
The General Fund provides the basis of local resources for other governmental funds. These

transactions are recorded as "Transfers out" in the Disbursing Fund and "Transfers in" in the
Receiving Fund.
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Management Estimates

The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities, and disclosure of
contingent assets and liabilities at the date of the financial statements, and the reported amounts
of revenues and expenditures/expenses during the reporting period. Actual results could differ
from those estimates.

2. Detail Notes on All Funds
A. Assets
Deposits

All of the deposits of the City are either insured or collateralized by using one of two methods.
Under the Dedicated Method, all deposits that exceed the federal depository insurance coverage
level are collateralized with securities held by the City's agents in the City’s name. Under the
Pooling Method, which is a collateral pool, all uninsured deposits are collateralized with
securities held by the State Treasurer's agent in the name of the State Treasurer. Since the State
Treasurer is acting in a fiduciary capacity for the City, these deposits are considered to be held
by the City's agent in its name. The amount of the pledged collateral is based on an approved
averaging method for non-interest-bearing deposits and the actual current balance for interest-
bearing deposits. Depositories using the Pooling Method report to the State Treasurer the
adequacy of their pooled collateral covering uninsured deposits. The State Treasurer does not
confirm this information with the City or with the escrow agent. Because of the inability to
measure the exact amounts of collateral pledged for the City under the Pooling Method, the
potential exists for undercollateralization. This risk may increase in periods of high cash flows.
However, the State Treasurer of North Carolina enforces strict standards of financial stability for
each depository that collateralizes public deposits under the Pooling Method. The City has no
formal policy regarding custodial credit risk for deposits, but relies on the State Treasurer to
enforce standards of minimum capitalization for all pooling method financial institutions and to
monitor them for compliance. The City complies with the provisions of G.S. 159-31 when
designating official depositories and verifying that deposits are properly secured.

At June 30, 2016, the City's deposits had a carrying amount of $4,500,044 and a bank balance of
$4,660,927. Of the bank balance, $500,000 was covered by federal depository insurance and the
remainder was covered by collateral held under the Pooling Method. At June 30, 2016, the
City’s petty cash fund totaled $3,220.
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Investments

At June 30, 2016, the City had the following investments and maturities:

Valuation Less Than

Investments by Type Measurement Method  Fair Value One Year 5+ Years
NC Capital Management Trust -

Cash Portfolio Amortized Cost $ 3899780 $ 3899780 $ -
NC Capital Management Trust -

Term Portfolio Fair Value - Level 1 1,053,225 1,053,225 -
Government Agencies Fair Value - Level 1 2,000,370 - 2,000,370
Commercial Paper Fair Value - Level 1 18,961,880 18,961,880 -
Repurchase Agreements Cost 3,580,842 3,580,842 -
Total $ 29,496,097 $ 27495727 $ 2,000,370

All investments are measured using the market approach, using prices and other relevant
information generated by market transactions involving identical or comparable assets or a group
of assets.

Level of fair value hierarchy: Level 1: Debt securities valued using directly observable, quoted
prices (unadjusted) in active markets for identical assets.

Interest Rate Risk. The City has a formal investment policy that limits investment maturities as a
means of managing exposure to fair value losses arising from increasing interest rates. The
policy limits investments to a maximum of five years. The portfolio will be structured so that
securities mature concurrently with cash needs, with securities with an active secondary market,
and with deposits and investments in highly liquid money market and mutual fund accounts.

Credit Risk. State law limits investments in commercial paper to the top rating issued by
nationally recognized statistical rating organizations (NRSROs). To best mitigate against credit
risk, the City requires a diversification of investments. The City’s investments in the NC Capital
Management Trust Cash Portfolio carried a credit rating of AAAm by Standard and Poor’s as of
June 30, 2016. The City's investment in the NC Capital Management Trust Term Portfolio is
unrated. The Term Portfolio is authorized to invest in obligations of the U.S. government and
agencies, and in high grade money market instruments, as permitted under North Carolina
General Statutes 159-30 as amended. The City's investments in U.S. government obligations are
rated A1P1 by Moody's Investors Service.

Concentration of Credit Risk. The City places no limit on the amount that the City may invest in

any one issuer. More than 5 percent of the City’s investments are in commercial paper. This
investment is 64% of the City’s total investments.
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Receivables

Receivables at the government-wide level at June 30, 2016 were as follows:

Governmental Activities:
General

Governmental

Total receivables

Allowance for doubtful accounts
Total

Business-Type Activities:
Water and sewer

Stormwater

Environmental services
Downtown

Allowance for doubtful accounts
Total

Due from Other

Accounts Taxes Governments Total
$ 7,724 $ 1008325 $ 1,973,671 § 2,989,720
200,785 - 672,739 873,524
208,509 1,008,325 2,646,410 3,863,244
- (472,581) - (472,581)
$ 208509 § 535744 $ 2,646410 § 3,390,663
$ 4731594 § -3 82819 § 4814413
382,302 - 13,171 395473
308,898 - 14,399 323,297
- - 6,709 6,709
(985,446) - - (985,446)
$ 4437348 § -3 117,098 $§ 4,554,446

The due from other governments that is owed to the City consists of the following:

Local option sales tax
Property taxes

Other

Total

$ 1421411
344,577
997,520

$ 2,763,508
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Capital Assets

The following is a summary of changes in the governmental capital assets for the year ended

June 30, 2016:

Non-Depreciable Capital Assets:
Land

Construction in progress

Total non-depreciable capital assets

Depreciable Capital Assets:
Buildings and improvements
Other improvements
Machinery and equipment
Infrastructure

Total depreciable capital assets

Less Accumulated Depreciation:
Building and improvements

Other improvements

Machinery and equipment
Infrastructure

Total accumulated depreciation

Total depreciable capital assets, net

Total capital assets, net

Depreciation expense was charged to functions/programs of the City as follows:

General government

Public safety
Public works

Parks and recreation
Total depreciation expense

53

$ 460,370
794,249
2,466,347
633,324

$ 4,354,290

Balance Transfers/ Balance
July 1, 2015 Additions Retirements June 30, 2016
$ 13875862 $ 6789 $ - $ 13,943,757

22,405,463 10,324,026 - 32,729,489

36,281,325 10,391,921 - 46,673,246

33,934,516 - 26,595 33,961,111

7,133,214 - (76,500) 7,056,714

16,933,411 1,291,618 (1,205,370) 17,019,659

152,488,717 1,834,522 - 154,323,239

210,489,858 3,126,140 (1,255,275) 212,360,723

3,908,358 735,105 9,618 4,653,581
1,239,551 155,900 (76,500) 1,318,951
13,218,832 1,039,715 (1,193,896) 13,064,651

63,138,578 2,423,570 - 65,562,148

81,505,819 4,354,290 (1,260,778) 84,599,331

128,984,039 $(1,228,150) $ 5,503 127,761,392
$ 165,265,364 $ 174,434,638
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The following is a summary of changes in the business-type capital assets for the year ended
June 30, 2016.

Balance Transfers/ Balance
July 1, 2015 Additions Retirements June 30, 2016

Water and Sewer Fund:
Non-Depreciable Capital Assets:

Land $ 730342 $ - $ - $ 730342
Construction in progress 16,742,408 815,139 - 17,557,547
Total non-depreciable capital assets 17,472,750 815,139 - 18,287,889
Depreciable Capital Assets:
Buildings 22,946,239 - (26,595) 22,919,644
Distribution systems 88391548 1,268,547 89,660,095
Machinery and equipment 2,533,035 493,202 (101,006) 2,925,231
Total depreciable capital assets 113870822 1,761,749 (127,601) _ 115,504,970
Less Accumulated Depreciation:
Buildings 8,420,086 369,929 (9,618) 8,780,397
Distribution systems 29541665 1,752,648 - 31,294,313
Machinery and equipment 1,930,193 154,096 (101,006) 1,983,283
Total accumulated depreciation 39,891,944 $2276673 $ (110,624) 42,057,993
Total depreciable capital assets, net 73,978,878 73,446,977
Total Water and Sewer Fund

capital assets, net 91,451,628 91,734,866
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Stormwater Fund:
Depreciable Capital Assets:
Machinery and equipment
Infrastructure

Total depreciable capital assets

Less Accumulated Depreciation:

Machinery and equipment
Infrastructure

Total accumulated depreciation
Total depreciable capital assets, net

Total Stormwater Fund
capital assets, net

Balance Transfers/ Balance

July 1, 2015 Additions Retirements June 30, 2016
936,902 $ - % 109,111 1,046,013
7,465,927 - - 7,465,927
8,402,329 - 109,111 8,511,940
583,601 74,925 109,111 767,637
2,475,118 117,006 - 2,592,124
3,058,719 $ 191931 $ 109,111 3,359,761
5,344,110 5,152,179
5,344,110 5,152,179
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Downtown Fund:

Non-Depreciable Capital Assets:

Land
Total non-depreciable capital assets

Depreciable Capital Assets:
Buildings

Machinery and equipment
Total depreciable capital assets

Less Accumulated Depreciation:

Buildings
Machinery and equipment
Total accumulated depreciation

Total depreciable capital assets, net

Total Downtown Fund
capital assets, net

Total business-type
capital assets, net

Proprietary Intangible Assets

Balance

July 1, 2015 Additions

Transfers/
Retirements June 30, 2016

Balance

- $5657070 $ - 5,657,070
- 5857070 - 5,657,070
- 4023484 - 4,023,484
- 21,731 - 21,731
- 4045215 - 4,045,215
i 46,941 . 46,941
- 1,035 - 1,035
- $ 47976 $ - 47,976
) 3,097,239
- 9,654,309

$ 96,795,738

The intangible assets of the Water and Sewer Fund at June 30, 2016 were as follows:

$ 106541354

Balance Balance
July 1, 2015 Additions  Retirements June 30, 2016
Intangible Assets:
Rowan County water rights $ 2411100 $ - 9% - $ 2411100
Less accumulated amortization (626,886) (48,222) - (675,108)
Intangible assets, net $ 1784214 $ (48,222) $ - $ 1735992
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Construction Commitments

The City has active construction projects as of June 30, 2016. At year-end, the City's
commitments with contractors are as follows:

Remaining Total
Project Spent-to-Date  Commitment Contract
City office/public safety building $ 27950371 $ 955,154 § 28,905,525
Water and sewer bond projects 721,197 155,610 876,807
Liabilities
Payables

Payables at the government-wide level at June 30, 2016 were as follows:

Salaries and

Vendors Benefits IBNR Total

Governmental Activities:

General $ 727,692 $  1,004399 § 783,607 $ 2,515,698
Other governmental 929,876 - - 929,876
Total payables $ 1,657,568 § 1,004399 § 783,607 $ 3445574
Business-Type Activities:

Water and sewer $ 618,049 $ 91,581 §$ -3 709,630
Stormwater 10,587 20,695 - 31,282
Environmental services 292,811 - - 292,811
Downtown 62,778 218,744 - 281,522
Total payables $ 984225 § 331,020 $ - $ 1315245

Pension Plan and Post-Employment Obligations
Local Governmental Employees' Retirement System

Plan Description. The City of Kannapolis is a participating employer in the statewide Local
Governmental Employees’ Retirement System (LGERS), a cost-sharing multiple-employer
defined benefit pension plan administered by the State of North Carolina. LGERS membership is
comprised of general employees and local law enforcement officers (LEOs) of participating local
governmental entities. Article 3 of G.S. Chapter 128 assigns the authority to establish and amend
benefit provisions to the North Carolina General Assembly.
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Management of the plan is vested in the LGERS Board of Trustees, which consists of 13
members — nine appointed by the Governor, one appointed by the State Senate, one appointed by
the State House of Representatives, and the State Treasurer and State Superintendent, who serve
as ex-officio members. The Local Governmental Employees’ Retirement System is included in
the Comprehensive Annual Financial Report (CAFR) for the State of North Carolina. The
State’s CAFR includes financial statements and required supplementary information for LGERS.
That report may be obtained by writing to the Office of the State Controller, 1410 Mail Service
Center, Raleigh, North Carolina 27699-1410, by calling (919) 981-5454, or at www.0SC.nc.gov.

Benefits Provided. LGERS provides retirement and survivor benefits. Retirement benefits are
determined as 1.85% of the member’s average final compensation times the member’s years of
creditable service. A member’s average final compensation is calculated as the average of a
member’s four highest consecutive years of compensation. Plan members are eligible to retire
with full retirement benefits at age 65 with five years of creditable service, at age 60 with 25
years of creditable service, or at any age with 30 years of creditable service. Plan members are
eligible to retire with partial retirement benefits at age 50 with 20 years of creditable service or at
age 60 with five years of creditable service (age 55 for firefighters). Survivor benefits are
available to eligible beneficiaries of members who die while in active service or within 180 days
of their last day of service and who have either completed 20 years of creditable service
regardless of age (15 years of creditable service for firefighters and rescue squad members who
are killed in the line of duty) or have completed five years of service and have reached age 60.
Eligible beneficiaries may elect to receive a monthly Survivor’s Alternate Benefit for life or a
return of the member’s contributions. The plan does not provide for automatic post-retirement
benefit increases. Increases are contingent upon actuarial gains of the plan.

LGERS plan members who are LEOs are eligible to retire with full retirement benefits at age 55
with five years of creditable service as an officer, or at any age with 30 years of creditable
service. LEO plan members are eligible to retire with partial retirement benefits at age 50 with
15 years of creditable service as an officer. Survivor benefits are available to eligible
beneficiaries of LEO members who die while in active service or within 180 days of their last
day of service and who also have either completed 20 years of creditable service regardless of
age, or have completed 15 years of service as a LEO and have reached age 50, or have completed
five years of creditable service as a LEO and have reached age 55, or have completed 15 years of
creditable service as a LEO if killed in the line of duty. Eligible beneficiaries may elect to
receive a monthly Survivor’s Alternate Benefit for life or a return of the member’s contributions.

Contributions. Contribution provisions are established by General Statute 128-30 and may be
amended only by the North Carolina General Assembly. City of Kannapolis employees are
required to contribute 6% of their compensation. Employer contributions are actuarially
determined and set annually by the LGERS Board of Trustees. The City of Kannapolis’
contractually required contribution rate for the year ended June 30, 2016, was 7.15% of
compensation for law enforcement officers and 6.74% for general employees and firefighters,
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actuarially determined as an amount that, when combined with employee contributions, is
expected to finance the costs of benefits earned by employees during the year. Contributions to
the pension plan from the City of Kannapolis were $1,055,969 for the year ended June 30, 2016.

Refunds of Contributions. City employees who have terminated service as a contributing
member of LGERS, may file an application for a refund of their contributions. By State law,
refunds to members with at least five years of service include 4% interest. State law requires a
60-day waiting period after service termination before the refund may be paid. The acceptance
of a refund payment cancels the individual’s right to employer contributions or any other benefit
provided by LGERS.

Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred
Inflows of Resources Related to Pensions

At June 30, 2016, the City reported a liability of $1,360,608 for its proportionate share of the net
pension liability. The net pension liability was measured as of June 30, 2015. The total pension
liability used to calculate the net pension liability was determined by an actuarial valuation as of
December 31, 2014. The total pension liability was then rolled forward to the measurement date
of June 30, 2015 utilizing update procedures incorporating the actuarial assumptions. The City’s
proportion of the net pension liability was based on a projection of the City’s long-term share of
future payroll covered by the pension plan, relative to the projected future payroll covered by the
pension plan of all participating LGERS employers, actuarially determined. At June 30, 2015,
the City’s proportion was 0.003032%, which was an increase of 0.00392% from its proportion
measured as of June 30, 2014.

For the year ended June 30, 2016, the City recognized pension expense of $737,088. At June 30,
2016, the City reported deferred outflows of resources and deferred inflows of resources related
to pensions from the following sources:

Deferred Deferred
Outflows of Inflows of
Resources Resources
Differences between expected and actual experience $ - % 319,825
Net difference between projected and actual earnings
on pension plan investments - 387,361
Changes in proportion and differences between employer
contributions and proportionate share of contributions - 368,678
Employer contributions subsequent to the
measurement date 1,055,969 -
Total $ 1055969 $ 1,075,864
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$1,055,969 reported as deferred outflows of resources related to pensions resulting from City
contributions subsequent to the measurement date will be recognized as a decrease of the net
pension liability in the year ended June 30, 2017. Other amounts reported as deferred inflows of
resources related to pensions will be recognized in pension expense as follows:

Year Ending
June 30 Amount
2017 $ (563335
2018 (563,335)
2019 (562,133)
2020 612,939
2021 -
Total $ (1,075864)

Actuarial Assumptions. The total pension liability in the December 31, 2014 actuarial
valuation was determined using the following actuarial assumptions, applied to all periods
included in the measurement:

Inflation 3.0 percent
Salary increases 4.25 to 8.55 percent, including inflation and
productivity factor

Investment rate of return 7,25 percent, net of pension plan
investment expense, including inflation

The plan currently uses mortality tables that vary by age, gender, employee group (i.e. general,
law enforcement officer) and health status (i.e. disabled and healthy). The current mortality rates
are based on published tables and based on studies that cover significant portions of the U.S.
population. The healthy mortality rates also contain a provision to reflect future mortality
improvements.

The actuarial assumptions used in the December 31, 2014 valuation were based on the results of
an actuarial experience study for the period January 1, 2005 through December 31, 20009.

Future ad hoc COLA amounts are not considered to be substantively automatic and are therefore
not included in the measurement.

The projected long-term investment returns and inflation assumptions are developed through
review of current and historical capital markets data, sell-side investment research, consultant
whitepapers, and historical performance of investment strategies. Fixed income return
projections reflect current yields across the U.S. Treasury yield curve and market expectations of
forward yields projected and interpolated for multiple tenors and over multiple year horizons.
Global public equity return projections are established through analysis of the equity risk
premium and the fixed income return projections. Other asset categories and strategies’ return
projections reflect the foregoing and historical data analysis. These projections are combined to
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produce the long-term expected rate of return by weighting the expected future real rates of
return by the target asset allocation percentage and by adding expected inflation. The target
allocation and best estimates of arithmetic real rates of return for each major asset class as of
June 30, 2015 are summarized in the following table:

Long-Term
Expected

Target Real Rate of
Asset Class Allocation Return
Fixed Income 29.0% 2.5%
Global Equity 42.0% 5.8%
Real Estate 8.0% 5.2%
Alternatives 8.0% 9.8%
Credit 7.0% 6.8%
Inflation Protection 6.0% 3.4%

Total 100%

The information above is based on 30-year expectations developed with the consulting actuary
for the 2014 asset, liability, and investment policy study for the North Carolina Retirement
Systems, including LGERS. The long-term nominal rates of return underlying the real rates of
return are arithmetic annualized figures. The real rates of return are calculated from nominal
rates by multiplicatively subtracting a long-term inflation assumption of 3.00%. All rates of
return and inflation are annualized.

Discount Rate. The discount rate used to measure the total pension liability was 7.25%. The
projection of cash flows used to determine the discount rate assumed that contributions from plan
members will be made at the current contribution rate and that contributions from employers will
be made at statutorily required rates, actuarially determined. Based on these assumptions, the
pension plan’s fiduciary net position was projected to be available to make all projected future
benefit payments of the current plan members. Therefore, the long-term expected rate of return
on pension plan investments was applied to all periods of projected benefit payments to
determine the total pension liability.
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Sensitivity of the City’s Proportionate Share of the Net Pension Liability to Changes in the
Discount Rate. The following presents the City’s proportionate share of the net pension liability
calculated using the discount rate of 7.25 percent, as well as what the City’s proportionate share
of the net pension asset or net pension liability would be if it were calculated using a discount
rate that is one percentage point lower (6.25 percent) or one percentage point higher (8.25
percent) than the current rate:

1% Decrease Discount 1% Increase
(6.25%0) Rate (7.25%) (8.25%)

City's proportionate share of the net
pension liability (asset) $ 9487716 $ 1360608 $ (5/486,299)

Pension Plan Fiduciary Net Position. Detailed information about the pension plan’s fiduciary
net position is available in the separately issued Comprehensive Annual Financial Report
(CAFR) for the State of North Carolina.

Law Enforcement Officers' Special Separation Allowance

Plan Description. The City administers a public employee retirement system (the “Separation
Allowance”), a single-employer defined benefit pension plan that provides retirement benefits to
the City’s qualified full-time employees. The Separation Allowance is equal to 0.85% of the
annual equivalent of the base rate of compensation most recently applicable to the officer for
each year of creditable service. The retirement benefits are not subject to any increases in salary
or retirement allowances that may be authorized by the General Assembly. Article 12D of G.S.
Chapter 143 assigns the authority to establish and amend benefit provisions to the North Carolina
General Assembly. A separate report was not issued for the plan.

All full-time employees of the City are covered by the Separation Allowance. At December 31,
2015, the Separation Allowance’s membership consisted of:

Law Enforcement

Officers
Retirees receiving benefits 22
Active plan members 318
Total 340
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Summary of Significant Accounting Policies

Basis of Accounting. The City has chosen to fund the Separation Allowance on a pay as you go
basis. Pension expenditures are made from the General Fund, which is maintained on a modified
accrual basis of accounting. Benefits and refunds are recognized when due and payable in
accordance with the terms of the plan.

The Separation Allowance has no assets accumulated in a trust that meets the following criteria
which are outlined in GASB Statements 67 and 68:

. Contributions to the pension plan and earnings on those contributions are irrevocable
. Pension plan assets are dedicated to providing benefits to plan members
. Pension plan assets are legally protected from the creditors or employers, non-employer

contributing entities, the plan administrator, and plan members.

Method Used to Value Investments. No funds are set aside to pay benefits and administration
costs. These expenditures are paid as they come due.

Contributions. The City is required by Article 12D of G.S. Chapter 143 to provide these
retirement benefits and has chosen to fund the amounts necessary to cover the benefits earned on
a pay as you go basis through appropriations made in the General Fund operating budget. There
were no contributions made by employees. The City’s obligation to contribute to this plan is
established and may be amended by the North Carolina General Assembly.

The annual required contribution for the current year was determined as part of the December 31,
2014 actuarial valuation using the projected unit credit actuarial cost method. The actuarial
assumptions included (a) 5.00% investment rate of return and (b) projected salary increases
ranging from 4.25% to 7.85% per year for law enforcement officers, ranging from 4.25% to
8.55% per year for firefighters, and 4.25% to 7.75% per year for general employees. Both (a) and
(b) included an inflation component of 3.00%. The assumptions did not include post-retirement
benefit increases. The actuarial value of assets was the market value. The remaining
amortization period at December 31, 2014 was 16 years.
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Annual Pension Cost and Net Pension Obligation. The City’s annual pension cost and net
pension obligation to the Separation Allowance for the current year were as follows:

Employer annual required contribution $ 574,726
Interest on net pension obligation 73,343
Adjustment to annual required contribution (128,901)
Annual pension cost 519,168
Benefit payments made 344,257
Increase (decrease) in net pension obligation 174911
Net pension obligation:

Beginning of year - July 1 1,466,853
End of year - June 30 $ 1641764

Three-Year Trend Information

Annual Percentage Net
Year Ended Pension of APC Pension
June 30 Cost (APC)  Contributed  Obligation
2014 $ 471159 59.85% $ 1282909
2015 486,744 62.21% 1,466,853
2016 519,168 66.31% 1,641,764

Funded Status and Funding Progress

As of December 31, 2015, the most recent actuarial valuation date, the plan was not funded. The
actuarial accrued liability and unfunded actuarial accrued liability (UAAL) for benefits was
$6,217,278. The covered payroll (annual payroll of active employees covered by the plan) was
$15,604,787, and the ratio of the UAAL to the covered payroll was 39.84 percent.

The Schedule of Funding Progress, presented as required supplementary information following
the notes to the financial statements, presents multi-year trend information about whether the
actuarial value of plan assets are increasing or decreasing, over time, relative to the actuarial
accrued liability for benefits.

Supplemental Retirement Income Plan Law Enforcement Officers

Plan Description. The City contributes to the Supplemental Retirement Income Plan (Plan), a
defined contribution pension plan administered by the Department of State Treasurer and a
Board of Trustees. The Plan provides retirement benefits to law enforcement officers employed
by the City. Article 5 of G.S. Chapter 135 assigns the authority to establish and amend benefit
provisions to the North Carolina General Assembly. The Supplemental Retirement Income Plan
for Law Enforcement Officers is included in the Comprehensive Annual Financial Report
(CAFR) for the State of North Carolina. The State’s CAFR includes the Pension Trust Fund
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financial statements for the Internal Revenue Code Section 401(k) Plan that includes the
Supplemental Retirement Income Plan for Law Enforcement Officers. That report may be
obtained by writing to the Office of the State Controller, 1410 Mail Service Center, Raleigh,
North Carolina 27699-1410, or by calling (919) 981-5454.

Funding Policy. Article 12E of G.S. Chapter 143 requires the City to contribute each month an
amount equal to five percent of each officer’s salary, and all amounts contributed are vested
immediately. Also, the law enforcement officers may make voluntary contributions to the plan.
Contributions for the year ended June 30, 2016 were $279,631, which consisted of $196,911
from the City and $82,720 from the law enforcement officers.

Deferred Compensation Plan

The City offers its employees a deferred compensation plan (Plan) created in accordance with
Internal Revenue Code Section 457. The Plan available to all City employees permits them to
defer a portion of their salary until future years. The deferred compensation is not available to
employees until termination, retirement, death, or unforeseeable emergency.

The City has complied with changes in the laws that govern the City’s deferred compensation
plan, requiring all assets of the plan to be held in trust for the exclusive benefit of the participants
and their beneficiaries. Formerly, the undistributed amounts, which had been deferred by the
plan participants, were required to be reported as assets of the City. In accordance with GASB
Statement No. 32, “Accounting and Financial Reporting for Internal Revenue Code Section 457
Deferred Compensation Plans”, the City’s deferred compensation plan is no longer reported
within the City’s agency funds. The City contributes to the plan on behalf of the City Manager.
During the year ended June 30, 2016, the City contributed $8,083 to this account.

Other Post-Employment Benefits

Plan Description. The City has established a policy as a single-employer defined benefit plan
providing group medical and dental benefits to employees eligible to retire under the
requirements of the Local Government Employees’ Retirement System noted above. Currently,
sixty-six (66) retirees are eligible. The benefit provided by the City varies from -0-% to 75% of
the monthly premium, depending on years of service. The retiree is required to make up the
difference in the benefit provided and the actual cost of the insurance. The coverage provided is
the same type as was in effect immediately preceding the retirement date. If the retiree is or
becomes eligible for Medicare, the City’s policy pays secondary to Medicare. A separate report
was not issued for the plan.

Years of Service with City
City at Retirement  Contribution
20 or more 75%
10t0 19 50%
5t09 0%
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Membership of the Plan consisted of the following at December 31, 2014, the date of the latest
actuarial valuation:

Law
General  Enforcement
Employees Officers  Firefighters

Retirees and dependents receiving benefits 66 - -
Active plan members 143 79 85
Total 209 79 85

Funding Policy. Depending on the length of creditable service at the time of retirement, the
City’s contribution for retiree healthcare benefits ranges from -0-% to 75% of the monthly
premium. The City’s members pay the current active employee rate for dependent coverage, if
the retiree elects to purchase the coverage. The City has chosen to fund the healthcare benefits
on a pay-as-you-go basis. Benefits under the plan can be amended by City Council.

The current ARC rate is 21% of annual covered payroll. For the current year, the City
contributed $299,472, or 2% of annual covered payroll. Retirees pay 100%, 50%, or 25% of the
premiums, based on their creditable years of retirement service. Employee health coverage is
self-insured and administered through a third-party insurer. The City's obligation to contribute to
the plan is established and may be amended by the City Council.

Summary of Significant Accounting Policies. Post-employment expenditures are made from
the General Fund, which is maintained on the modified accrual basis of accounting. No funds
are set aside to pay benefits and administration costs. These expenditures are paid as they come
due.
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Annual OPEB Cost and Net OPEB Obligation. The City’s annual OPEB cost (expense) is
calculated based on the ARC, an amount actuarially determined in accordance with the
parameters of GASB Statement No. 45. The ARC represents a level of funding that, if paid on
an ongoing basis, is projected to cover normal cost each year and amortize any unfunded
actuarial liabilities (or funding excess) over a period not to exceed thirty years. The following
table shows the components of the City’s annual OPEB cost for the year, the amount actually
contributed to the plan, and changes in the City’s net OPEB obligation for the healthcare
benefits:

Annual required contribution $ 3129197
Interest on net OPEB obligation 498,443
Adjustments to annual required contribution (476,168)
Annual OPEB cost (expense) 3,151,472
Contributions made (299,472)

Increase (decrease) in net OPEB obligation 2,852,000
Net OPEB obligation:

Beginning of year - July 1 12,461,076
End of year - June 30 $15,313,076

The City’s annual OPEB cost, the percentage of annual OPEB cost contributed to the plan, and
the net OPEB obligation as of June 30, 2016 were as follows:

3 Year Trend Information

Annual Percentage of Net
Year Ended OPEB Annual OPEB OPEB
June 30 Cost Cost Contributed Obligation
2014 $ 2,802,757 4.9% $10,238,363
2015 2,891,197 23.1% 12,461,076
2016 3,151,472 9.5% 15,313,076

Funding Status and Funding Progress. As of December 31, 2014, the most recent actuarial
valuation date, the plan was not funded. The actuarial accrued liability for benefits and, thus, the
unfunded actuarial accrued liability (UAAL) was $33,060,656. The covered payroll (annual
payroll of active employees covered by the plan) was $13,968,728, and the ratio of the UAAL to
the covered payroll was 236.7 percent. Actuarial valuations of an ongoing plan involve estimates
of the value of reported amounts and assumptions about the probability of occurrence of events
far into the future. Examples include assumptions about future employment, mortality, and
healthcare trends. Amounts determined regarding the funded status of the plan and the annual
required contributions of the employer are subject to continual revision, as actual results are
compared with past expectations and new estimates are made about the future. The Schedule of
Funding Progress, presented as required supplementary information following the notes to the
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financial statements, presents multiyear trend information about whether the actuarial value of
plan assets is increasing or decreasing over time relative to the actuarial accrued liabilities for
benefits.

Actuarial Methods and Assumptions. Projections of benefits for financial reporting purposes
are based on the substantive plan (the plan as understood by the employer and the plan members)
and include the types of benefits provided at the time of each valuation and the historical pattern
of sharing of benefit costs between the employer and plan members at that point. The actuarial
methods and assumptions used include techniques that are designed to reduce the effects of
short-term volatility in actuarial accrued liabilities and the actuarial value assets, consistent with
the long-term perspective of the calculations.

In the December 31, 2014 actuarial valuation, the projected unit credit actuarial cost method was
used. The actuarial assumptions included a 4.00 percent investment rate of return (net of
administrative expenses), which is the expected long-term investment returns on the employer’s
own investments calculated based on the funded level of the plan at the valuation date, and an
annual medical cost trend increase of 7.50 to 5.00 percent annually. The investment rate
included a 3.00 percent inflation assumption. The actuarial value of assets was determined using
techniques that spread the effects of short-term, volatility in the market value of investments over
a 5 year period. The UAAL is being amortized as a level of percentage of projected payroll on
an open basis. The remaining amortization period at December 31, 2014 was 30 years.

As of June 30, 2016, management had not decided on the funding options for this outstanding
obligation; therefore, OPEB will continue to be funded on a pay-as-you-go basis going into the
next fiscal year. Management will continue their efforts to find a way to fund the annual
required contribution while maintaining the level of service as prioritized by the City Council.

Other Employment Benefits

The City has also elected to provide death benefits to employees through the Death Benefit Plan
for members of the Local Governmental Employees' Retirement System (Death Benefit Plan), a
multiple-employer, State-administered, cost-sharing plan funded on a one-year term cost basis.
The beneficiaries of those employees who die in active service after one year of contributing
membership in the System, or who die within 180 days after retirement or termination of service
and have at least one year of contributing membership service in the System at the time of death,
are eligible for death benefits. Lump-sum death benefit payments are equal to the employee's 12
highest months’ salary in a row during the 24 months prior to the employee’s death, but the
benefit may not exceed $50,000 and be less than $25,000. Because all death benefit payments
are made from the Death Benefit Plan and not by the City, the City does not determine the
number of eligible participants. The City has no liability beyond the payment of monthly
contributions. The contributions to the Plan cannot be separated between the post-employment
benefit amount and the other benefit amount. Contributions are determined as a percentage of
monthly payroll based upon rates established annually by the State. Separate rates are set for
employees not engaged in law enforcement and for law enforcement officers. The City considers
these contributions to be immaterial.
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Deferred Outflows and Inflows of Resources

Deferred outflows of resources at year-end are comprised of the following:

Deferred
Outflows of
Resources
Governmental Activities:
General Fund:
Contributions to pension plan in current
fiscal year $ 1055969

Deferred inflows of resources at year-end are comprised of the following:

Deferred Inflows

of Resources

Prepaid taxes (General Fund) $ 70,580
Taxes receivable, net (General Fund) 535,744
Cabarrus County contribution - fire station (General Fund) 291,362
Differences between expected and actual experience 319,825
Net difference between projected and actual earnings on

pension plan investments 387,361
Changes in proportion and differences between employer

contributions and proportionate share of contributions 368678
Total $ 1,973,550
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Long-Term Obligations
The City records long-term debt of the governmental funds at face value in the government-wide
Statement of Net Position. Principal and interest payments are appropriated when due.
Compensated absences, net pension obligation and other post-employment benefits typically

have been liquidated in the General Fund.

Changes in Long-Term Debt — Governmental Funds

Balance Balance Current

July1,2015 Additions Retirements June 30, 2016 _Portion
Notes payable $ 9850170 $ - $ 1227481 $ 8622689 $1,173,385
U.S. government obligations 643,000 - 190,000 453,000 203,000
Limited obligation bonds 55,320,000 - 2,275,000 53,045,000 3,105,000
Premium on debt issuance 2,272,933 - 121,233 2,151,700 121,223
Net pension liability (LGERS) - 1,115,699 - 1,115,699 -
Compensated absences 890,705 1,663,944 1,505,722 1,048,927 786,695

Other post-employment

benefits 9,860,690 2,578,478 245,023 12,194,145 -
Net pension obligation (LEO) 1,466,853 519,168 344,257 1,641,764 -
Total $ 80,304,351 $ 5877,289 $ 5908716 $ 80,272,924 $5,389,303
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Governmental Activities — Notes Payable

Various notes payable secured by personal property. See schedule below for
terms and portion funded by the Enterprise Fund and a portion funded by the
General Fund. $ 522,386

2.08% note, payable in semi-annual installments of $82,190, excluding interest
beginning September, 2013 through March 2023; secured by a municipal
building and a fire truck 1,136,091

2.0% note, payable in semi-annual installments of $26,133, excluding interest
beginning October 2012 through June 2021; secured by park building 261,333

1.98% note, payable in semi-annual installments ranging from $109,245 to
$414,098, including interest beginning June, 2013 through June, 2023; secured

by street improvements and a fire station 3,270,372

0% note, payable to County in annual installments of $62,500, beginning April
2014 through April 2061, secured by the stadium 2,812,500

1.24% note, payable in quarterly installments of $39,794, including interest

beginning July 5, 2015 through April 5, 2020; secured by the equipment purchased

with proceeds and any related additions, accessions, repairs, replacements,

subsititutions, and modifications. 620,007

Total $ 8,622,689

Various notes payable are serviced jointly by governmental and enterprise funds.
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The City executed the following obligations under installment purchase agreements with various
financial institutions. The obligations were used to purchase water and sewer, firefighting,
street, parks and recreation, and police equipment.

Annual Payments Balance June 30, 2016
Date Interest Maturity General Enterprise General Enterprise
Issued Rate Date Fund Fund Fund Fund
Feb 2010 3.17% Feb 2017 $ 147,345 § - $ 100,850 $
June 2011 4.05% June 2025 42,154 94,090 421,536 940,895
Total $ 189,499 $ 267,604 $ 522,386 $ 940,895

Annual debt service requirements to maturity for the City’s governmental activities notes payable
are as follows:

Year Ending
June 30 Principal Interest Total
2017 $ 117338 $ 114817 $ 1288202
2018 1,063,408 93,717 1,157,125
2019 1,055,317 74,007 1,129,324
2020 1,036,569 54,526 1,091,095
2021 734,252 36,790 771,042
2022 - 2026 1,401,226 42277 1,443,503
2027 - 2031 312,500 1,067 313,567
2032 - 2036 312,500 - 312,500
2037 - 2041 312,500 - 312,500
2042 - 2046 312,500 - 312,500
2047 - 2051 312,500 - 312,500
2052 - 2056 312,500 - 312,500
2057 - 2061 283,532 - 283,532
Total $ 8622689 $ 417201 $ 9,039,890
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Governmental Activities - U.S. Government Obligations

A Section 108 loan of $1,658,000 was executed on August 9, 2001 with the Department of
Housing and Urban Development. A principal payment of $140,000 was due August 2016.
Principal payments increase in $5,000 increments yearly until the last year of the loan, fiscal year
2017, when the balance is due. Interest is due semi-annually at rates from 5.49% to 5.29% on
February 1 and August 1, respectively. This obligation is to be used in the construction of
Gateway Business Park. The principal balance due at June 30, 2016 was $153,000.

A Section 108 loan of $742,000 was executed on August 28, 2006 with the Department of
Housing and Urban Development. A principal payment of $50,000 was due August 2016.
Principal payments are $49,000 until August 2015 when they increase to $50,000. Interest is due
semi-annually at rates from 4.96% to 5.57%, on February 1 and August 1, respectively. This
obligation is to be used in the construction of Gateway Business Park. The principal balance due
at June 30, 2016 was $300,000.

Annual debt service requirements to maturity for the City’s U.S. government obligations are as
follows:

Year Ending

June 30 Principal Interest Total
2017 $ 203000 $ 15815 $ 218815
2018 50,000 12,280 62,280
2019 50,000 9,610 59,610
2020 50,000 6,903 56,903
2021 50,000 4,162 54,162
2022 50,000 1,393 51,393
Total $ 453000 $ 50,163 $ 503,163

Limited Obligation Bonds

The City issued Series 2010A and 2010B Limited Obligation Bonds in December 2010. The
City’s limited obligation bonds are serviced by a governmental Capital Project Fund. As security
for the 2010 bonds, the City will execute and deliver a deed of trust granting, among other things,
a lien of record on the mortgaged property subject to permitted encumbrances. Each series of the
2010 bonds will also be secured by a Debt Service Reserve Fund.
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Approximately 50% of the Limited Obligation Bonds were issued to provide funds for the
acquisition of property and construction of a new health department, operated and managed by
the Cabarrus Health Alliance. The Health Alliance building is a three-story, 62,503 square-foot
facility located on approximately 3.4 acres of land east of D Street and south of Juniper Street,
just west of its intersection with Dale Earnhardt Boulevard in the City. The remaining 50% of
the limited obligation bonds were issued with the intention to provide funds for the construction
of various infrastructure projects. These projects include Veteran’s Park, street, sidewalk,
streetscape improvements, and park and recreation improvements. As the development of the
NCRC continues in the future, the City will consider financing additional infrastructure projects
as may be necessary to support such development.

The City issued Series 2014 Limited Obligation Bonds in August 2014. The City’s limited
obligation bonds are serviced by a governmental Capital Project Fund. The City will use the
funds to construct a three story City Hall and Police Headquarters. The building will be over
100,000 square feet.

The City’s limited obligation bonds payable at June 30, 2016 are comprised of the following
individual issues:

e Series 2010A Limited Obligation Bonds, $9,135,000
e Series 2010B Limited Obligation Bonds, $19,310,000
e Series 2014 Limited Obligation Bonds, $24,600,000

Governmental Activities — Limited Obligation Bonds:

$35,000,000 Series 2010A and 2010B Limited Obligation Bonds, issued in

December 2010, due in annual installments ranging from $575,000 to

$4,770,000 on March 1, through 2027. Interest is payable semi-annually at rates

ranging from 3% to 5%, fluctuating throughout the life of the bonds. The City

also receives a 35% Build America Bond (BAB) subsidy from the federal

government through March 1, 2027. $ 28,445,000

$25,220,000 Series 2014 Limited Obligation Bonds, issued in August 2014, due
in annual installments ranging from $620,000 to $1,370,000 on April 1, through
2034. Interest is payable semi-annually at rates ranging from 3% to 5%,

fluctuating throughout the life of the bonds. 24,600,000

Total $ 53,045,000
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Annual debt service requirements to maturity for the City's limited obligation bonds for
governmental activities are as follows:

Year Ending
June 30 Principal Interest Total
2017 $ 3105000 $ 2902974 $ 6,007974
2018 3,195,000 2,761,424 5,956,424
2019 3,285,000 2,615,374 5,900,374
2020 5,030,000 2,464,824 7,494,824
2021 3,525,000 2,213,324 5,738,324

2022 - 2026 19,215,000 7,555,937 26,770,937
2027 - 2031 11,595,000 1,928,356 13,523,356
2032 - 2034 4,095,000 307,006 4,402,006

Total $ 53045000 $ 22749219 $ 75,794,219

With the Series 2014 Limited Obligation Bonds, a premium of $2,303,246 will be amortized over
the life of the bonds as follows. In the current year, $121,223 of amortization expense was
recognized.

Year Ending
June 30 Principal
2017 $ 121223
2018 121,223
2019 121,223
2020 121,223
2021 121,223
2022 - 2026 606,115
2027 - 2031 606,115
2032 - 2034 333,355

Toal  § 2151700
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Changes in Long-Term Debt - Business-Type Activities:

Balance Balance Current
July 1, 2015 Additions  Retirements June 30, 2016 Maturities

Water and Sewer Fund:
Revenue bonds $ 31,325,159 $ - $1,959530 $ 29,365,629 $2,032,301
Notes payable 2,684,635 381,429 2,303,206 316,809
Net pension liability (LGERS) 190,485 - 190,485
Other post-employment

benefits 2,003,404 448,846 17,424 2,434,826 -
Compensated absences 112,792 226,737 215,423 124,106 93,080
Total 36,125,990 866,068 2,573,806 34,418,252 2,442,190
Stormwater Fund:
Notes payable 4,164,619 610,300 3,554,319 604,205
Net pension liability (LGERS) 54,424 - 54,424
Other post-employment

benefits 571,754 124,149 11,797 684,106 -
Compensated absences 25,061 65,144 62,061 28,144 21,108
Total 4,761,434 243,717 684,158 4,320,993 625,313
Environmental Services

Fund:
Notes payable 173,513 173,513
Other post-employment

benefits 25,228 25,228
Total 198,741 198,741
Downtown Fund:
Notes payable 11,000,000 - 11,000,000 734,000
Total 11,000,000 - 11,000,000 734,000
Business-Type Activities:
Revenue bonds 31,325,159 1,959,530 29,365,629 2,032,301
Notes payable 7,022,767 11,000,000 1,165,242 16,857,525 1,655,014
Net pension liability (LGERS) 244,909 - 244,909
Other post-employment

benefits 2,600,386 572,995 54,449 3,118,932 -
Compensated absences 137,853 291,881 277,484 152,250 114,188
Total $ 41,086,165 $ 12,109,785 $ 3,456,705 $ 49,739,245 $ 3,801,503
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Total debt used in the calculation of the net investment in capital assets, for business-type
activities is reduced by unexpended debt proceeds of $2,568,281 for the Water and Sewer Fund.

At June 30, 2016, the City had no authorized, but unissued, debt and a legal debt margin of
$218,503,377.

Revenue Bonds

On November 1, 2011, the City issued $16,300,300 in 2011 Refunding Revenue Bonds. The
proceeds were used to advance refund $18,740,000 of outstanding Combined Enterprise System
Revenue Bonds, Series 2001A and 2001B. The net proceeds of $16,300,300 (after payment of
$367,562 for underwriter fees and other issuance costs) were deposited in an irrevocable trust
with an escrow agent to provide funds for the future debt service payment on the refunded bonds.
Additional funds still held in escrow related to the original 2001 issue were also deposited in the
irrevocable trust with the escrow agent to provide funds for the future debt service payment on
the refunded bonds. As a result, the Combined Enterprise System Revenue Bonds, Series 2001A
and 2001B are considered defeased, and the respective liabilities for those bonds have been
removed from the statement of net position. The advance refunding reduced the City’s total debt
service payments by $3,042,227 and obtained an economic gain (difference between the present
values of the debt service payments on the old and new debt) of approximately $2,488,000.

On October 3, 2013, the City issued $18,245,000 in 2013 Revenue Bonds. The proceeds will be
used to pay for four projects: Albemarle Water Line, Meter Exchange Project, Water Intake and
Clear Well, and Irish Buffalo Creek Sewer Project.

The City issues bonds where it pledges income derived from the acquired or constructed assets to
pay debt service. The revenue bonds outstanding are being retired by the resources of the Water
and Sewer Fund. Revenue bonds outstanding at year-end are as follows:

$5,324,000 Enterprise System Revenue Bonds, Series 2002, with an interest-only
payment in February of 2003, and equal payments of $235,922 semi-annually
August 1 and February 1, starting in 2003 until 2018; interest rate is 3.89% $ 899,529

$16,300,300 Combined Enterprise System Revenue Bonds, Refunding Series

due annually in amounts ranging from $875,000 to $1,420,000 through February

2025; interest rate of 2.85% 11,176,100
$18,245,000 Enterprise System Revenue Bonds, Series 2013, due annually in

amounts ranging from $470,000 to $1,030,000 through April 2038; interest

ranging from 3.00% to 4.75% 17,290,000

Total $29,365,629
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Annual debt service requirements to maturity for business-type revenue bonds are as follows:

Year Ending
June 30 Principal Interest Total

2017 $ 2032301 $ 1082225 $ 3114526
2018 2,098,028 1,013,742 3,111,770
2019 1,691,300 947,559 2,638,859
2020 1,734,000 898,539 2,632,539
2021 1,799,800 837,080 2,636,880

2022 - 2026 8,755,200 3,269,948 12,025,148

2027 - 2031 4,005,000 2,181,169 6,186,169

2032 - 2036 4,940,000 1,246,956 6,186,956

2037 - 2038 2,310,000 165,775 2475,775
Total $ 29365629 $ 11642993 $ 41,008,622

The City has been in compliance with the covenants as to rates, fees, rentals, and charges in
Section 6.6 of the Bond Order, authorizing the issuance of the Water and Sewer Revenue Bonds,
Series 2002, Series 2011, and Series 2013 since their adoption. Section 6.6 of the Bond Order
requires the debt service parity coverage ratio to be no less than 120% and 110% and the total
debt service coverage ratio to be no less than 100%. Additional indebtedness constituted by the
Series 2002, Series 2011, and Series 2013 revenue bonds is to be considered in the calculation of
the debt service parity coverage ratio.
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The debt service parity coverage ratio calculation for the year ended June 30, 2016 is as follows:

2016 budgeted revenues $ 16,238,000
50% of surplus fund at June 30, 2015 592,638
2016 budgeted expenses * (6,605,892)
Operating income $ 10,224,746
Debt service on parity indebtedness $ 3737431
Debt service on subordinate indebtedeness 392,732
Total $ 4130163
Debt service parity coverage ratio 248%
2016 budgeted revenues $ 16,238,000
2016 budgeted expenses * (6,605,392)
Operating income $ 9632108
Debt service on parity indebtedness $ 3425979
Debt service on subordinate indebtedeness 392,732
Total $ 3818711
Debt service parity coverage ratio 252%

* Excludes debt service, transfers out, and
general management expense allocation

The City has pledged future water and sewer customer revenues, net of specified operating
expenses, to repay $39,969,300 in water and sewer system revenue bonds issued in 2002, 2011,
and 2013. Proceeds from the bonds provided financing for water and sewer extensions and water
treatment plant renovations. The bonds are payable solely from water and sewer customer net
revenues and are payable through 2038. Annual principal and interest payments on the bonds are
expected to require about 21 percent of net revenues. The total principal and interest remaining
to be paid on the bonds is $29,365,629. Principal and interest paid for in the current year and
total customer net revenues were $3,107,753 and $16,314,943, respectively.

79



CITY OF KANNAPOLIS, NORTH CAROLINA

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2016

Business-Type Activities — Notes Payable:

2.22% note, payable in annual installments of $86,800, due in May with
interest payable semi-annually, beginning August 2011 through August 2016;
secured by water and sewer distribution assets. Note was issued by the State
Clean Water Program.

4.09% note, payable in annual installments of $76,633, plus interest beginning
September 2007 through September 2021; secured by water improvements
associated with the North Carolina Research Campus Development

3.48% note, with one payment of $32,041 made October 2008, then payable in
semi-annual installments of $31,794, including interest beginning April 2009
through April 2023; secured by water improvements

2.48% note, payable in annual installments of $15,172 beginning May 2013
through May 2032 with interest payable semi-annually, beginning November
2012 through May 2032; secured by water pump station. The note was
issued by NCDENR.

1.98% note, payable in semi-annual installments ranging $13,904 to $52,703
including interest beginning June 2013 through June 2023; secured by street
and stormwater improvements

2.08% note, payable in semi-annual installments ranging from $64,595 to
$77,490, including interest beginning September 2013 through March 2023;
secured by street and stormwater improvements

1.98% note, payable in semi-annual installments ranging from $75478 to
$286,104, including interest beginning June, 2013 through June, 2023; secured
by street and stormwater improvements

Various notes payable secured by personal property. See schedule above for
terms and portion funded by the enterprise funds and a portion funded by the
General Fund.

1.24% note, payable in quarterly installments of $11,296, including interest
beginning July 5, 2015 through April 5, 2020; secured by the equipment
purchased with proceeds and any related additions, accessions, repairs,
replacements, subsititutions, and modifications.

4.77% note, payable in annual installments of $734,000, including interest
beginning February 1, 2016 through August 1, 2030; secured by land and
improvements associated with Downtown Kannapolis.

Total
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Annual debt service requirements to maturity for business-type notes payable are as follows:

Year Ending
June 30 Principal Interest Total

2017 $ 1655014 $ 653020 $ 2,308,034
2018 1,626,621 595,896 2,222 517
2019 1,620,792 538,998 2,159,790
2020 1,606,300 482,235 2,088,535
2021 1,445,292 426,447 1,871,739

2022 - 2026 5,118,502 1,403,460 6,521,962

2027 - 2031 3,785,004 441,190 4,226,194
Total $ 16857525 $ 4541246 $ 21,398,771

Interfund Balances and Activity

Balances due to/from other funds at June 30, 2016 consist of the following:

Receivable
(Payable)
Due To/From Fund Amount  Purpose
General Fund $ 280480
Nonmajor governmental funds:
Capital Projects - Glen Afton to Goodman Road (200,157) Advance for capital projects
CDBG fund (80,323) Advance for grants
Total $  (280480)
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Interfund transfers for the fiscal year ended June 30, 2016 consist of the following:

From To Purpose
General Fund $ 840200 $ -
Nonmajor governmental funds:
Transit Fund - 315,200 Operating expenditures
Village Park Phase Il - 500,000 Capital expenditures
Fire Stations - 25,000 Capital expenditures
General Fund 2,333,650 -
Major enterprise funds:
Downtown Fund - 1,023,825 Capital expenditures
Environmental Services Fund - 1,309,825 Operating expenditures
Water and Sewer Fund 725,000 -
Environmental Services Fund - 725,000 Operating expenditures
Total $ 3898850 $ 3,898,850

4. Jointly Governed Organizations

The City, Cabarrus County, and three other municipalities established the Water and Sewer
Authority of Cabarrus County (WSACC). WSACC was established to provide water and sewer
services to the citizens of Cabarrus County. The City appoints two members to the ten-member
Board. The City purchased sewer transportation services amounting to $3,044,310 from WSACC for
the year ended June 30, 2016.

5. Significant Economic Dependence

The Enterprise Fund is dependent upon another governmental entity, the Water and Sewer Authority
of Cabarrus County (WSACC), for sewer transportation services.
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6. Risk Management

The City is exposed to various risks of loss related to torts; theft of, damage to, and destruction of
assets; errors and omissions; injuries to employees; and natural disasters. The City has a self-funded
workers' compensation insurance plan. The City carries commercial insurance to cover all other
risks.

The City’s coverage is as follows:

Property $86,010,362 property, inland marine - equipment
$2,128,101; computer equipment/media, $2,062,154;
fine arts $342,675; and portable equipment $1,158,049

Impounded Auto $100,000 each accident

Police Official's Liability $1,000,000 per occurrence, $3,000,000 aggregate
Public Official's Liability $1,000,000 per occurrence, $3,000,000 aggregate
General Liability $5,000,000 per occurrence, $5,000,000 aggregate
Automobile Liability $5,000,000; uni $1,000,000

Workers' Compensation Legal limits, $500,000 retention

Employee Crime/Dishonesty $250,000 per occurrence

Employment Practices $1,000,000 per occurrence, $3,000,000 aggregate
Finance Director Bond $50,000

Tax Collector $10,000

Employee Benefits Liability $1,000,000 per occurrence, $1,000,000 aggregate
Liquor $1,000,000 per occurrence, $1,000,000 aggregate

Employee health coverage is self-insured and administered through a third-party insurer. All full-
time employees and eligible retirees receive coverage through a Preferred Provider Option Plan or
consumer driven health plan.

The City does not carry flood insurance.

There have been no significant reductions in insurance coverage from the prior year, and claims have
not exceeded coverage in any of the last three fiscal years.

In accordance with G.S. 159-29, the City's employees who have access to $100 or more at any given
time of the City’s funds are performance bonded through a commercial surety bond. The Finance
Director and the Tax Collector are each individually bonded for $50,000 and $10,000, respectively.
The remaining employees who have access to funds are bonded under a blanket bond for $250,000.

Liabilities are reported when it is probable that a loss has occurred and the amount of the loss can be

reasonably estimated. Liabilities include an amount for claims that have been incurred, but not
reported (IBNR’s).
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Changes in the balances of claims liabilities for health insurance during the past fiscal year are as
follows:

2016 2015
Unpaid claims:
Beginning of year - July 1 $ 116551 $ 143,343
Incurred claims 2,167,450 2,049,859
Claim payments (2,00,462) (2,076,651)
End of year - June 30 $ 183539 $ 116,551

Changes in the balances of claims liabilities for workers’ compensation insurance during the past
fiscal year are as follows:

2016 2015
Unpaid claims:
Beginning of year - July 1 $ 295586 $ 201,143
Incurred claims 582,320 416,714
Claim payments (268,420) (322,271)
End of year - June 30 $ 609,486 $ 295,586

Claims typically have been liquidated in the General Fund.
Claims and Judgments

At June 30, 2016, the City was a defendant to various lawsuits. In the opinion of the City's
Management and the City Attorney, the ultimate effect of these legal matters will not have a material
adverse effect on the City's financial position.

Summary Disclosure of Significant Contingencies

The City has received proceeds from several federal and State grants. Periodic audits of these grants
are required, and certain costs may be questioned as not being appropriate expenditures under the
grant agreements. Such audits could result in the refund of grant monies to the grantor agencies.
Management believes that any required refunds will be immaterial. No provision has been made in
the accompanying financial statements for the refund of grant monies.
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CITY OF KANNAPOLIS, NORTH CAROLINA

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2016

9. Net Investment in Capital Assets

The City’s net investment in capital assets at June 30, 2016 is calculated as follows:

Governmental  Business-Type

Activities Activities
Net capital assets $ 174,434,638 $ 106,541,354
Total debt, gross 64,272,389 46,223,154
Less:
Unexpended proceeds 179,871 2,568,281
Total capital debt 64,092,518 43,654,873
Net investment in capital assets $ 110,342,120 $ 62,886,481

10. Change in Accounting Principles

In accordance with Governmental Accounting Standards Board (GASB) Statement 73, the City
reclassified the Law Enforcement Officers’ Special Separation Allowance Trust Fund to the General
Fund. As a result, net position for the governmental activities and fund balance for the General Fund
increased by $24,887.
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Required Supplemental Financial Data

This section contains additional information required by generally accepted accounting
principles.

Special Separation Allowance — Schedule of Funding Progress

Other Post-Employment Benefits — Schedule of Funding Progress and
Schedule of Employer Contributions

Local Government Employees’ Retirement System — Schedule of Proportionate Share of
Net Pension Liability (Asset) and
Schedule of City Contributions
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CITY OF KANNAPOLIS, NORTH CAROLINA

LAW ENFORCEMENT OFFICERS' SPECIAL SEPARATION ALLOWANCE

REQUIRED SUPPLEMENTARY INFORMATION
FOR THE YEAR ENDED JUNE 30, 2016

Schedule of Funding Progress

Schedule A-1

Actuarial
Accrued
Liability UAAL asa
Actuarial (AAL) - Unfunded Annual Percentage
Actuarial Valuation Projected Unit AAL Funded Covered of Covered
Valuation of Assets Credit Method (UAAL) Ratio Payroll Payroll
Date (@) (b) (b-a) (a/b) (c) (b-a)/c
12/31/2006 $ 115,781 $ 2,141,235 % 2,025,454 5.41% 9,612,783 21.07%
12/31/2007 142,922 2,598,764 2,455,842 5.50% 10,015,403 24.52%
12/31/2008 163,079 2,801,646 2,638,567 5.82% 11,668,966 22.61%
12/31/2009 56,994 3,737,469 3,680,475 1.52% 12,177,773 30.22%
12/31/2010 1,128 3,492,402 3,491,274 0.03% 11,939,634 29.24%
12/31/2011 - 3,637,669 3,637,669 0.00% 12,285,668 29.61%
12/31/2012 170,783 3,975,556 3,804,773 4.30% 13,411,478 28.37%
12/31/2013 33,075 3,981,564 3,948,489 0.83% 13,224,784 29.86%
12/31/2014 31,500 4,125,324 4,093,824 0.76% 14,025,038 29.19%
12/31/2015 - 6,217,278 6,217,278 0.00% 15,604,787 39.84%

Notes to the Required Schedules:

The information presented in the required supplementary schedules was determined as part of the actuarial

valuations at the dates indicated. Additional information as of the latest actuarial valuation follows:

Valuation date

Actuarial cost method
Amortization method
Remaining amortization period
Asset valuation method
Actuarial assumptions:
Investment rate of return *
Projected salary increases *
Law enforcement officers
Firefighters

General employees

* Includes inflation at
Cost-of-living adjustments

December 31, 2015
Entry Age Normal
Level dollar closed
15 years

Market value

3.57%

3.5-7.35%
3.5-7.75%
3.5-7.75%
3.00%

N/A

86



CITY OF KANNAPOLIS, NORTH CAROLINA

OTHER POST-EMPLOYMENT BENEFITS
REQUIRED SUPPLEMENTARY INFORMATION
FOR THE YEAR ENDED JUNE 30, 2016

Schedule of Funding Progress

Schedule A-2

Actuarial
Accrued
Liability (AAL) - UAAL as a
Actuarial Projected Percentage
Actuarial Value of Unit Credit Unfunded Funded Covered of Covered
Valuation Assets Method AAL (UAAL) Ratio Payroll Payroll
Date (a) (b) (b-a) (a/b) (©) ((b-a)/c)
12/31/2007  $ - $ 16,443,235 $ 16,443,235 0.00% $ 10,015,403 164.2%
12/31/2009 - 19,485,853 19,485,853 0.00% 12,177,773 160.0%
12/31/2012 - 28,628,936 28,628,936 0.00% 13,000,134 220.2%
12/31/2014 - 33,060,656 33,060,656 0.00% 13,968,728 236.7%

Schedule of Employer Contributions

Annual
Required Percentage
Year Ended Contribution of ARC
June 30 (ARC) Contributed
2010 $ 1,595,265 27.0%
2011 1,858,549 26.3%
2012 1,858,549 43.1%
2013 2,789,218 10.9%
2014 2,789,218 5.0%
2015 2,872,895 23.3%
2016 3,129,197 9.6%

Notes to the Required Schedules:
The information presented above was determined as part of the actuarial valuation at the dates indicated.

Additional information as of the latest valuation follows:

Valuation date
Actuarial cost method
Amortization method

12/31/2014
Projected unit credit

Level percentage of pay, open

Remaining amortization period 30 years

Amortization factor

Asset valuation method
Actuarial assumptions:
Investment rate of return *
Medical cost trend rates:
Pre-Medicare trend rate
Post-Medicare trend rate
Year of Ultimate trend rate

* Includes inflation at 3.0%

26.1695
Market value of assets

4.00%
7.50% - 5.00%

5.50% - 5.00%
2020
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Schedule A-3

CITY OF KANNAPOLIS, NORTH CAROLINA

LOCAL GOVERNMENT EMPLOYEES' RETIREMENT SYSTEM
REQUIRED SUPPLEMENTARY INFORMATION
PROPORTIONATE SHARE OF NET PENSION LIABILITY (ASSET)
LAST THREE FISCAL YEARS*

2016 2015 2014
Proportion of the net pension liability (asset) (%) 0.3032% 0.2992% 0.3131%
Proportion of the net pension liability (asset) ($) $ 1,360,608 $  (1,764,816) $ 3,774,057
Covered-employee payroll $ 15,658,317 $ 13,923,927 $ 12,535,436
Proportionate share of the net pension liability (asset) as a percentage of its
covered-employee payroll 8.69% -12.67% 30.11%
Plan fiduciary net position as a percentage of the total pension liability** 98.09% 102.64% 94.35%

* The amounts presented for each fiscal year were determined as of the prior fiscal year ending June 30.

** This will be the same percentage for all participant employers in the LGERS plan.
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Schedule A-4
CITY OF KANNAPOLIS, NORTH CAROLINA

LOCAL GOVERNMENT EMPLOYEES' RETIREMENT SYSTEM
REQUIRED SUPPLEMENTARY INFORMATION

CITY OF KANNAPOLIS' CONTRIBUTIONS

LAST THREE FISCAL YEARS

2016 2015 2014
Contractually required contribution $ 1055969 $ 1,121348 $ 992,728
Contributions in relation to the contractually required contribution 1,055,969 1,121,348 992,728
Contribution deficiency (excess) $ - $ - $ -
Covered-employee payroll $ 15,428,072 $ 15,658,317 $ 13,923,927
Contributions as a percentage of covered-employee payroll 6.84% 7.16% 7.13%
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General Fund

The General Fund accounts for resources traditionally associated with governments that are not
required legally or by sound financial management to be accounted for in other funds.




This page left blank intentionally.



Schedule B-1

CITY OF KANNAPOL IS, NORTH CAROLINA Page 1 of 5
GENERAL FUND
SCHEDULE OF REVENUES, EXPENDITURES, AND
CHANGES IN FUND BALANCE - BUDGET AND ACTUAL
FOR THE YEAR ENDED JUNE 30, 2016
Final Variance

Budget Actual Over/Under
Revenues:
Ad Valorem Taxes:
Current year, net of refund $ 22,327,830 $ 23,327,309 $ 999,479
Prior year, net of refunds 375,000 481,496 106,496
Total 22,702,830 23,808,805 1,105,975
Other Taxes and Licenses:
ABC mixed beverages 90,000 180,859 90,859
Vehicle licenses 315,000 380,629 65,629
Local option sales tax 7,497,500 8,167,848 670,348
Other taxes and licenses 4,750 5,926 1,176
Total 7,907,250 8,735,262 828,012
Unrestricted Intergovernmental:
Franchise tax 2,335,000 2,749,143 414,143
Beer and wine 200,000 195,433 (4,567)
Total 2,535,000 2,944 576 409,576
Restricted Intergovernmental:
"State Street-Aid" allocation 1,251,500 1,280,133 28,633
TIF contribution Cabarrus County 1,512,803 1,523,335 10,532
Total 2,764,303 2,803,468 39,165
Sales and Services:
Public safety fees 106,500 118,001 11,501
Rents 88,000 91,172 3,172
Other fees 405,000 536,232 131,232
Total 599,500 745,405 145,905
Investment Earnings 120,000 193,992 73,992
Miscellaneous 1,018,620 908,348 (110,272)
Total revenues 37,647,503 40,139,856 2,492,353
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CITY OF KANNAPOLIS, NORTH CAROLINA

GENERAL FUND

SCHEDULE OF REVENUES, EXPENDITURES, AND

CHANGES IN FUND BALANCE - BUDGET AND ACTUAL

FOR THE YEAR ENDED JUNE 30, 2016

Expenditures:

General Government:
Governing Body:

Salaries and employee benefits
Operating expenditures

Total

City Manager:

Salaries and employee benefits
Operating expenditures

Total

Human Resources:

Salaries and employee benefits
Operating expenditures
Capital outlay

Total

Attorney:

Salaries and employee benefits
Operating expenditures

Total

Finance:

Salaries and employee benefits
Operating expenditures

Total

Information Technology:
Contract services
Operating expenditures
Capital outlay

Total
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Page 2 of 5
Final Variance
Budget Actual Over/Under

76,551 71,449 5,102
167,300 138,176 29,124
243,851 209,625 34,226
775,398 772,569 2,829
66,000 60,931 5,069
841,398 833,500 7,898
322,500 321,466 1,034
81,408 71,572 9,836
19,300 19,255 45
423,208 412,293 10,915
233,241 233,202 39
87,478 79,871 7,607
320,719 313,073 7,646
608,950 606,019 2,931
302,175 290,829 11,346
911,125 896,848 14,277
413,070 413,035 35
520,624 520,215 409
139,498 139,498 -
1,073,192 1,072,748 444




CITY OF KANNAPOLIS, NORTH CAROLINA

GENERAL FUND

SCHEDULE OF REVENUES, EXPENDITURES, AND
CHANGES IN FUND BALANCE - BUDGET AND ACTUAL

FOR THE YEAR ENDED JUNE 30, 2016

General Services:

Salaries and employee benefits
Operating expenditures
Capital outlay

Total

Economic Development:
Operating expenditures

Communications:
Operating expenditures

Non-Departmental:
Operating expenditures

Total general government

Public Safety:

Police:

Salaries and employee benefits
Operating expenditures
Capital outlay

Total

Fire:

Salaries and employee benefits
Operating expenditures
Capital outlay

Total

Total public safety

Schedule B-1

Page 30of 5
Final Variance
Budget Actual Over/Under

470,299 471,065 (766)
670,820 637,312 33,508
69,904 69,903 1
1,211,023 1,178,280 32,743
798,900 747,051 51,849
220,750 194,296 26,454
113,838 264,158 (150,320)
6,158,004 6,121,872 36,132
6,693,234 6,677,169 16,065
1,349,442 1,235,941 113,501
584,262 571,720 12,542
8,626,938 8,484,830 142,108
5,830,381 5,813,566 16,815
1,134,919 1,112,038 22,881
30,000 30,000 -
6,995,300 6,955,604 39,696
15,622,238 15,440,434 181,804
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CITY OF KANNAPOLIS, NORTH CAROLINA

GENERAL FUND

SCHEDULE OF REVENUES, EXPENDITURES, AND

CHANGES IN FUND BALANCE - BUDGET AND ACTUAL

FOR THE YEAR ENDED JUNE 30, 2016

Public Works:

Engineering:

Salaries and employee benefits
Operating expenditures
Capital outlay

Contract services

Total

Streets and Highways:
Salaries and employee benefits
Operating expenditures
Capital outlay

Total

Powell Bill:

Salaries and employee benefits
Operating expenditures

Total

Total public works

Community Development:
Planning:

Salaries and employee benefits
Operating expenditures
Capital outlay

Total

Total community development
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Page 4 of 5
Final Variance

Budget Actual Over/Under
442,299 439,752 2,547
52,304 43,886 8,418
121,284 121,284 -
725,500 723,860 1,640
1,341,387 1,328,782 12,605
183,313 177,240 6,073
1,129,958 1,077,122 52,836
287,035 278,092 8,943
1,600,306 1,532,454 67,852
405,013 397,360 7,653
1,109,720 1,084,387 25,333
1,514,733 1,481,747 32,986
4,456,426 4,342 983 113,443
518,987 517,488 1,499
124,663 104,703 19,960
44,037 44,036 1
687,687 666,227 21,460
687,687 666,227 21,460




CITY OF KANNAPOLIS, NORTH CAROLINA

GENERAL FUND

SCHEDULE OF REVENUES, EXPENDITURES, AND

CHANGES IN FUND BALANCE - BUDGET AND ACTUAL

FOR THE YEAR ENDED JUNE 30, 2016

Parks and Recreation Programs:
Salaries and employee benefits

Operating expenditures
Capital outlay

Total

Stadium:
Operating expenditures
Total

Total parks and recreation

Debt Service:
Principal retirement

Interest and fees
Total debt service

Total expenditures

Revenues over (under) expenditures

Other Financing Sources (Uses):
Transfers out

Appropriated fund balance
Total other financing sources (uses)

Net change in fund balance
Fund Balance:
Beginning of year - July 1

Restatement
Beginning of year - July 1 as restated

End of year - June 30
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Page 50of 5
Final Variance
Budget Actual Over/Under
867,490 863,016 4,474
665,344 590,107 75,237
201,200 85,725 115,475
1,734,034 1,538,848 195,186
107,500 116,100 (8,600)
107,500 116,100 (8,600)
1,841,534 1,654,948 186,586
3,507,077 3,502,481 4,596
3,148,141 3,145,650 2,491
6,655,218 6,648,131 7,087
35,421,107 34,874,595 546,512
2,226,396 5,265,261 3,038,865
(3,173,850) (3,173,850) -
947,454 - (947,454)
(2,226,396) (3,173,850) (947,454)
- 2,091,411 $ 2,091,411
17,636,914
24,887
17,661,801
19,753,212
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Major Capital Project Fund

City Office/Public Safety Building - This fund is used to account for construction of a city office
building.
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CITY OF KANNAPOLIS, NORTH CAROLINA

MAJOR CAPITAL PROJECT FUND - CITY OFFICE/PUBLIC SAFETY BUILDING

SCHEDULE OF REVENUES AND EXPENDITURES -

BUDGET AND ACTUAL

FROM INCEPTION AND FOR THE YEAR ENDED JUNE 30, 2016

Schedule B-2

Actual
Project Prior Current Total to
Authorization Years Year Date
Revenues:
Investment earnings $ 60,000 $ 52,848 $ 10,217  $ 63,065
Contributions 6,491 6,491 1 6,492
Total revenues 66,491 59,339 10,218 69,557
Expenditures:
Contracted services 5,815,473 3,193,100 2,323,341 5,516,441
Furniture and fixtures 1,410,469 - 1,290,141 1,290,141
Capital outlay 26,125,288 18,746,944 7,285,847 26,032,791
Debt service:
Interest and fees 289,951 289,950 - 289,950
Total expenditures 33,641,181 22,229,994 10,899,329 33,129,323
Revenues over (under) expenditures (33,574,690) (22,170,655) (10,889,111) (33,059,766)
Other Financing Sources (Uses):
Issuance of long-term debt 25,219,999 25,220,000 - 25,220,000
Premium on long-term debt 2,303,246 2,303,246 - 2,303,246
Transfers in 6,051,445 6,051,445 - 6,051,445
Total other financing sources (uses) 33,574,690 33,574,691 - 33,574,691
Net change in fund balance $ - $ 11,404,036 $ (10,889,111) $ 514,925
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Schedule B-3
CITY OF KANNAPOLIS, NORTH CAROLINA

NONMAJOR GOVERNMENTAL FUNDS

COMBINING BALANCE SHEET
JUNE 30, 2016

Schedule C-1 Schedule D-1

Special Capital

Revenue Project
Assets: Funds Funds Total
Cash and investments $ 590,709 $ 271,367 $ 862,076
Accounts receivable 200,785 - 200,785
Due from other governments 70,049 267,636 337,685
Cash and cash equivalents, restricted 368,146 - 368,146
Total assets $ 1,229,689 $ 539,003 $ 1,768,692
Liabilities and Fund Balances:
Liabilities:
Accounts payable $ 96,635 $ 9,137 $ 105,772
Due to other funds 80,323 200,157 280,480
Total liabilities 176,958 209,294 386,252
Fund Balances:
Non-spendable:
Long-term receivable 187,400 - 187,400
Restricted:
Stabilization for State statute 83,434 267,636 351,070
Restricted, all other 867,851 43,615 911,466
Committed - 219,535 219,535
Unassigned (85,954) (201,077) (287,031)
Total fund balances 1,052,731 329,709 1,382,440
Total liabilities and fund balances $ 1,229,689 $ 539,003 $ 1,768,692
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Schedule B-4
CITY OF KANNAPOLIS, NORTH CAROLINA

NONMAJOR GOVERNMENTAL FUNDS

COMBINING STATEMENT OF REVENUES, EXPENDITURES,
AND CHANGES IN FUND BALANCES

FOR THE YEAR ENDED JUNE 30, 2016

Schedule C-2 Schedule D-2

Special Capital
Revenue Project
Funds Funds Total

Revenues:
Other taxes and licenses $ 190,315 $ - $ 190,315
Restricted intergovernmental 452,704 313,918 766,622
Total revenues 643,019 313,918 956,937
Expenditures:
Economic development 899,457 - 899,457
Contracted services - 74,288 74,288
Capital outlay - 644,808 644,808
Total expenditures 899,457 719,096 1,618,553
Revenues over (under) expenditures (256,438) (405,178) (661,616)
Other Financing Sources (Uses):
Transfers in 315,200 525,000 840,200
Total other financing sources (uses) 315,200 525,000 840,200
Net change in fund balances 58,762 119,822 178,584
Fund Balances:
Beginning of year - July 1 993,969 209,887 1,203,856
End of year - June 30 $ 1,052,731 $ 329,709 $ 1,382,440
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Special Revenue Funds

Special Revenue Funds are used to account for specific revenues that are legally restricted to
expenditures for particular purposes.

Community Development Block Grant Fund — This fund is used to account for federal grants
under the Community Development Block Grant/Entitlement Program.

Transit Tax Fund — This fund is used to account for funds to be used in the development of a
transit system for the City.
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Schedule C-1
CITY OF KANNAPOLIS, NORTH CAROLINA

NONMAJOR SPECIAL REVENUE FUNDS
COMBINING BALANCE SHEET
JUNE 30, 2016

Community Transit

Development Tax

Block Grant Fund Total
Assets:
Cash and investments $ - $ 590,709 $ 590,709
Accounts receivable 200,785 - 200,785
Due from other governments 70,049 - 70,049
Restricted cash 368,146 - 368,146
Total assets $ 638,980 $ 590,709 $ 1,229,689
Liabilities and Fund Balances:
Liabilities:
Accounts payable $ 5631 $ 91,004 $ 96,635
Due to other funds 80,323 - 80,323
Total liabilities 85,954 91,004 176,958
Fund Balances:
Non-spendable:
Long-term receivable 187,400 - 187,400
Restricted:
Stabilization for State statute 83,434 - 83,434
Restricted, all other 368,146 499,705 867,851
Unassigned (85,954) - (85,954)
Total fund balances 553,026 499,705 1,052,731
Total liabilities and fund balances $ 638,980 $ 590,709 $ 1,229,689
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CITY OF KANNAPOLIS, NORTH CAROLINA

NONMAJOR SPECIAL REVENUE FUNDS

COMBINING STATEMENT OF REVENUES, EXPENDITURES,

AND CHANGES IN FUND BALANCES
FOR THE YEAR ENDED JUNE 30, 2016

Revenues:
Other taxes and licenses

Restricted intergovernmental
Total revenues

Expenditures:
Current:

Economic development

Revenues over (under) expenditures

Other Financing Sources (Uses):
Transfers in (out)

Net change in fund balances

Fund Balances:
Beginning of year - July 1

End of year - June 30

Schedule C-2

Community Transit
Development Tax
Block Grant Fund Total
$ - 9 190,315 $ 190,315
452,704 - 452,704
452,704 190,315 643,019
605,962 293,495 899,457
(153,258) (103,180) (256,438)
- 315,200 315,200
(153,258) 212,020 58,762
706,284 287,685 993,969
$ 553,026 $ 499,705 $ 1,052,731

929



Schedule C-3

CITY OF KANNAPOLIS, NORTH CAROLINA Page 1 of 3
COMMUNITY DEVELOPMENT BLOCK GRANT
SCHEDULE OF REVENUES AND EXPENDITURES -
BUDGET AND ACTUAL
FROM INCEPTION AND FOR THE YEAR ENDED JUNE 30, 2016
Actual
Project Prior Current Total
Authorization Years Year To Date
Revenues:
CDBG 2006 $ 2,139,282 $ 2,139,282 $ - $ 2,139,282
CDBG 2012 354,220 354,220 - 354,220
CDBG 2013 352,879 352,879 - 352,879
CDBG 2014 325,452 61,971 263,481 325,452
CDBG 2016 326,534 - 82,464 82,464
CDBG 2015 Program Income - - 1,060 1,060
2011 HOME Program Grant 124,946 124,947 - 124,947
2013 HOME Program Grant 104,483 40,392 64,091 104,483
2014 HOME Program Grant 125,421 - 41,608 41,608
2016 HOME Program Grant 102,273 - - -
2011 Consortium HOME Program Income 96,834 96,834 - 96,834
2015 Consortium HOME Program Income 13,969 13,969 (13,385) 584
Total revenues 4,066,293 3,184,494 439,319 3,623,813
Expenditures:
CDBG 2006:
Section 108 loan payments 2,139,282 1,417,848 142,547 1,560,395
Total 2,139,282 1,417,848 142,547 1,560,395
CDBG 2012:
Administration 70,000 70,000 - 70,000
Public service 45,831 45,831 - 45,831
Section 108 loan payments 71,427 71,427 - 71,427
Urgent Repair Program 96,963 96,963 - 96,963
Demolition 69,999 24 577 45,422 69,999
Total 354,220 308,798 45,422 354,220
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CITY OF KANNAPOLIS, NORTH CAROLINA

COMMUNITY DEVELOPMENT BLOCK GRANT

SCHEDULE OF REVENUES AND EXPENDITURES -

BUDGET AND ACTUAL

FROM INCEPTION AND FOR THE YEAR ENDED JUNE 30, 2016

CDBG 2013:
Administration

Park improvements

Public service

Section 108 loan payments
Urgent Repair Program
Demolition

Total

CDBG 2014:
Administration
Infrastructure improvements
Public service

Section 108 loan payments
Urgent Repair Program
Total

CDBG 2016:
Administration
Infrastructure improvements
Public service

Section 108 loan payments
Urgent Repair Program
Demolition

Total

2011 HOME Program Grant:

Administration
Construction
Transitional housing
Downpayment assistance
Total

Schedule C-3

Page 2 of 3
Actual
Project Prior Current Total
Authorization Years Year To Date
70,575 70,575 - 70,575
79,609 79,608 - 79,608
43,055 43,055 - 43,055
68,947 68,947 - 68,947
60,693 60,693 - 60,693
30,000 (1,600) 31,563 29,963
352,879 321,278 31,563 352,841
65,090 65,090 - 65,090
103,415 3,640 25,542 29,182
48,000 48,000 - 48,000
68,947 - 67,433 67,433
40,000 22,416 17,584 40,000
325,452 139,146 110,559 249,705
65,300 - 65,300 65,300
70,000 - - -
48,000 - 48,000 48,000
64,882 - - -
48,352 - 40,288 40,288
30,000 - 4,813 4,813
326,534 - 158,401 158,401
15,372 15,372 - 15,372
50,000 50,000 - 50,000
136,408 124,123 295 124,418
20,000 5,000 15,000 20,000
221,780 194,495 15,295 209,790
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Schedule C-3

CITY OF KANNAPOLIS, NORTH CAROLINA Page 3 of 3
COMMUNITY DEVELOPMENT BLOCK GRANT
SCHEDULE OF REVENUES AND EXPENDITURES -
BUDGET AND ACTUAL
FROM INCEPTION AND FOR THE YEAR ENDED JUNE 30, 2016
Actual
Project Prior Current Total
Authorization Years Year To Date
2013 HOME Program Grant:
Administration 5,915 5,915 - 5,915
Property purchase 18,568 - - -
Program rehabilitation 60,000 60,000 - 60,000
Downpayment assistance 20,000 - 5,000 5,000
Total 104,483 65,915 5,000 70,915
2014 HOME Program Grant:
Administration 7,099 577 4,736 5,313
Program rehabilitation 118,322 16,767 77,756 94,523
Total 125,421 17,344 82,492 99,836
2015 HOME Program Income:
Program rehabilitation 13,969 - 13,969 13,969
Total 13,969 - 13,969 13,969
2016 HOME Program Grant:
Administration 5,789 - 714 714
Senior housing 96,484 - - -
Total 102,273 - 714 714
Total expenditures 4,066,293 2,464,824 605,962 3,070,786
Net change in fund balance $ - $ 719,670 (166,643) $ 553,027
Reconciliation from Budgetary Basis to
Modified Accrual Basis:
Current year loan repayments 13,385
Net change in fund balance $  (153,258)
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Schedule C-4
CITY OF KANNAPOLIS, NORTH CAROLINA

TRANSIT TAX FUND

SCHEDULE OF REVENUES, EXPENDITURES, AND
CHANGES IN FUND BALANCE - BUDGET AND ACTUAL
FOR THE YEAR ENDED JUNE 30, 2016

Variance

Budget Actual Over/Under
Revenues:
Other taxes and licenses:
Vehicle license tax $ 163,000 $ 190,315 $ 27,315
Total revenues 163,000 190,315 27,315
Expenditures:
Contracted services 478,200 293,495 184,705
Revenues over (under) expenditures (315,200) (103,180) 212,020
Other Financing Sources (Uses):
Transfers in (out) 315,200 315,200 -
Net change in fund balance $ - $ 212,020 $ 212,020
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Capital Project Funds

Capital Projects Funds account for all resources used for the acquisition and/or construction of
major capital facilities other than those financed by Enterprise Funds.

The City of Kannapolis has seven Capital Project Funds.
Irish Buffalo Creek Greenway - This fund is used to account for the development of a greenway

along Irish Buffalo Creek.

Pine Street Assisted Living - This fund is used to account for the purchase of the Pine Street
Assisted Living Facility with grant funds.

Oak Avenue Sidewalk - This fund is used to account for funds used for sidewalk improvements
on Oak Avenue.

Little Texas Road Sidewalk - This fund is used to account for funds used for sidewalk
improvements on Little Texas Road.

Glen Afton to Goodman Road Connection - This fund is used to account for funds used for the
construction of a connector road between Glen Afton Road and Goodman Road.

Village Park Phase 3 Improvements - This fund is used to account for funds used for the
upgrades to Village Park including a double decker carousel.

Fire Station Improvements - This fund is used to account for funds used for the construction of
Fire Stations Two and Three.
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Schedule D-3
CITY OF KANNAPOLIS, NORTH CAROLINA

CAPITAL PROJECT FUND - IRISH BUFFALO CREEK GREENWAY
SCHEDULE OF REVENUES AND EXPENDITURES -

BUDGET AND ACTUAL

FROM INCEPTION AND FOR THE YEAR ENDED JUNE 30, 2016

Actual
Project Prior Current Total to
Authorization Years Year Date
Revenues:
Proceeds from grants $ 2,136,000 $ - $ - $ -
Contributions 129,024 96,014 - 96,014
Total revenues 2,265,024 96,014 - 96,014
Expenditures:
Capital outlay 2,525,476 - - -
Contract engineering 144,524 64,899 3,000 67,899
Total expenditures 2,670,000 64,899 3,000 67,899
Revenues over (under) expenditures (404,976) 31,115 (3,000) 28,115
Other Financing Sources (Uses):
Issuance of long-term debt 389,476 - - -
Transfers in 15,500 15,500 - 15,500
Total other financing sources (uses) 404,976 15,500 - 15,500
Net change in fund balance $ - $ 46,615 $ (3,000) $ 43,615
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Schedule D-4
CITY OF KANNAPOLIS, NORTH CAROLINA

CAPITAL PROJECT FUND - PINE STREET ASSISTED LIVING
SCHEDULE OF REVENUES AND EXPENDITURES -

BUDGET AND ACTUAL

FROM INCEPTION AND FOR THE YEAR ENDED JUNE 30, 2016

Actual
Project Prior Current Total to
Authorization Years Year Date

Revenues:

Proceeds from grants $ 2,819,491 $ 2,815232 $ 4259 $ 2,819,491
Total revenues 2,819,491 2,815,232 4,259 2,819,491
Expenditures:

Contracted services 2,819,491 2,815,232 4,259 2,819,491
Total expenditures 2,819,491 2,815,232 4,259 2,819,491
Net change in fund balance $ - % - 3 - 3 -
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Schedule D-5

CITY OF KANNAPOLIS, NORTH CAROLINA

CAPITAL PROJECT FUND - OAK AVENUE SIDEWALK
SCHEDULE OF REVENUES AND EXPENDITURES -

BUDGET AND ACTUAL

FROM INCEPTION AND FOR THE YEAR ENDED JUNE 30, 2016

Revenues:
Proceeds from grants
Total revenues

Expenditures:
Capital outlay
Total expenditures

Revenues over (under) expenditures

Other Financing Sources (Uses):

Transfers in

Net change in fund balance

Actual
Project Prior Current Total to
Authorization Years Year Date
$ 880,000 $ 51,768 $ 15,563 $ 67,331
880,000 51,768 15,563 67,331
1,100,000 64,710 19,454 84,164
1,100,000 64,710 19,454 84,164
(220,000) (12,942) (3,891) (16,833)
220,000 90,000 - 90,000
$ - $ 77,058 $ (3,891) $ 73,167
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CITY OF KANNAPOLIS, NORTH CAROLINA

CAPITAL PROJECT FUND - LITTLE TEXAS ROAD SIDEWALK
SCHEDULE OF REVENUES AND EXPENDITURES -

BUDGET AND ACTUAL

FROM INCEPTION AND FOR THE YEAR ENDED JUNE 30, 2016

Schedule D-6

Actual
Project Prior Current Total to
Authorization Years Year Date
Revenues:
Proceeds from grants $ 153,000 $ - $ 3191 $ 3,191
Total revenues 153,000 - 3,191 3,191
Expenditures:
Capital outlay 204,000 - 8,363 8,363
Total expenditures 204,000 - 8,363 8,363
Revenues over (under) expenditures (51,000) - (5,172) (5,172)
Other Financing Sources (Uses):
Transfers in 51,000 51,000 - 51,000
Net change in fund balance $ - $ 51,000 $ (5,172) $ 45,828
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Schedule D-7
CITY OF KANNAPOLIS, NORTH CAROLINA

CAPITAL PROJECT FUND - GLEN AFTON TO GOODMAN ROAD CONNECTION
SCHEDULE OF REVENUES AND EXPENDITURES -

BUDGET AND ACTUAL

FROM INCEPTION AND FOR THE YEAR ENDED JUNE 30, 2016

Actual
Project Prior Current Total to
Authorization Years Year Date
Revenues:
Proceeds from grants $ 453,300 $ 41275 $ 290,905 $ 332,180
Total revenues 453,300 41,275 290,905 332,180
Expenditures:
Capital outlay 493,100 45,861 326,891 372,752
Total expenditures 493,100 45,861 326,891 372,752
Revenues over (under) expenditures (39,800) (4,586) (35,986) (40,572)
Other Financing Sources (Uses):
Transfers in 39,800 39,800 - 39,800
Net change in fund balance $ - $ 35214 $ (35,986) $ (772)
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Schedule D-8
CITY OF KANNAPOLIS, NORTH CAROLINA

CAPITAL PROJECT FUND - VILLAGE PARK PHASE 11l IMPROVEMENTS
SCHEDULE OF REVENUES AND EXPENDITURES -

BUDGET AND ACTUAL

FROM INCEPTION AND FOR THE YEAR ENDED JUNE 30, 2016

Actual
Project Prior Current Total to
Authorization Years Year Date

Expenditures:

Contracted services $ 78,000 $ - $ 60,017 $ 60,017
Capital outlay 1,522,000 - 290,100 290,100
Total expenditures 1,600,000 - 350,117 350,117
Revenues over (under) expenditures (1,600,000) - (350,117) (350,117)
Other Financing Sources (Uses):

Issuance of long-term debt 1,100,000 - - -
Transfers in 500,000 - 500,000 500,000
Total other financing sources (uses) 1,600,000 - 500,000 500,000
Net change in fund balance $ - $ - $ 149,883 $ 149,883
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Schedule D-9
CITY OF KANNAPOLIS, NORTH CAROLINA

CAPITAL PROJECT FUND - FIRE STATION IMPROVEMENTS
SCHEDULE OF REVENUES AND EXPENDITURES -

BUDGET AND ACTUAL

FROM INCEPTION AND FOR THE YEAR ENDED JUNE 30, 2016

Actual
Project Prior Current Total to
Authorization Years Year Date
Expenditures:
Contracted services 400,000 - 7,012 7,012
Capital outlay 4,700,000 - - -
Total expenditures 5,100,000 - 7,012 7,012
Revenues over (under) expenditures (5,100,000) - (7,012) (7,012)
Other Financing Sources (Uses):
Issuance of long-term debt 5,075,000 - - -
Transfers in 25,000 - 25,000 25,000
Total other financing sources (uses) 5,100,000 - 25,000 25,000
Net change in fund balance $ - $ - 8 17,988 § 17,988
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Enterprise Funds

The Enterprise Funds are used to account for operations that are financed and operated in a
manner similar to private business enterprises - where the intent of the governing body is that the
costs of providing goods or services to the general public on a continuing basis be financed or
recovered primarily through user charges; or where the governing body has decided that periodic
determination of net income is appropriate for accountability purposes.

The City of Kannapolis has four Enterprise Funds:

Water and Sewer Fund
Stormwater Fund
Environmental Services Fund
Downtown Kannapolis Fund

The City maintains five separate Water and Sewer Capital Project Funds for accounting
purposes, listed as follows:

Shiloh Church Road Extension Fund
Revenue Bonds 2014 Fund
Mooresville Road Water Main Fund
Davidson Road Water and Sudbury Road Sewer Main
Downtown Water and Sewer Infrastructure
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Schedule E-1

CITY OF KANNAPOL IS, NORTH CAROLINA Page 1 of 2
WATER AND SEWER FUND
SCHEDULE OF REVENUES AND EXPENDITURES -
BUDGET AND ACTUAL (NON-GAAP)
FOR THE YEAR ENDED JUNE 30, 2016
Variance

Budget Actual Over/Under
Revenues:
Operating Revenues:
Charges for services:
Water and sewer charges $ 14,700,000 $ 14,399,114 $ (300,886)
Water and sewer taps 670,000 1,465,679 795,679
Penalties 375,000 410,663 35,663
Other 22,000 39,487 17,487
Total operating revenues 15,767,000 16,314,943 547,943
Non-Operating Revenues:
Interest on investments 3,500 9,060 5,560
Total non-operating revenues 3,500 9,060 5,560
Total revenues 15,770,500 16,324,003 553,503
Expenditures:
Administration:
Salaries and employee benefits 517,144 509,276 7,868
Operating expenditures 227,500 205,988 21,512
Repairs and maintenance 1,000 135 865
Total 745,644 715,399 30,245
Distribution:
Salaries and employee benefits 1,586,160 1,578,800 7,360
Operating expenditures 797,955 786,178 11,777
Repairs and maintenance 286,975 285,686 1,289
Capital outlay 437,229 436,653 576
Total 3,108,319 3,087,317 21,002
Filter Plant:
Salaries and employee benefits 657,020 650,981 6,039
Operating expenditures 1,431,859 1,371,384 60,475
Repairs and maintenance 403,550 308,033 95,517
Capital outlay 115,700 120,407 (4,707)
Total 2,608,129 2,450,805 157,324
General Services 1,466,110 1,466,110 -
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CITY OF KANNAPOLIS, NORTH CAROLINA

WATER AND SEWER FUND

SCHEDULE OF REVENUES AND EXPENDITURES -
BUDGET AND ACTUAL (NON-GAAP)

FOR THE YEAR ENDED JUNE 30, 2016

Sewage Treatment

Debt Service:
Principal

Interest and fees
Total debt service

Total expenditures
Revenues over (under) expenditures

Other Financing Sources (Uses):
Transfers out

Appropriated fund balance

Total other financing sources (uses)

Revenues and other financing sources over
(under) expenditures and other financing uses

Reconciliation of Budgetary Basis (Modified Accrual)
to Full Accrual Basis:

Depreciation and amortization

Capital outlay

Payment of debt principal

Change in accrued interest

Change in other post-employment benefits

Change in compensated absences

Deferred outflows of resources for contributions made to
pension plan in current fiscal year

Deferred inflows of resources for contributions made to
pension plan in current fiscal year

Change in net pension asset

Change in net pension liability

Interest from capital projects

Contributions from developer

Loss on asset disposal

Change in net position
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Page 2 of 2
Variance
Budget Actual Over/Under

3,079,580 3,012,560 67,020
2,641,000 2,340,959 300,041
1,595,590 1,240,809 354,781
4,236,590 3,581,768 654,822
15,244,372 14,313,959 930,413
526,128 2,010,044 1,483,916
(725,000) (725,000) -
198,872 - (198,872)
(526,128) (725,000) (198,872)
- 1,285,044 $  1,285044

(2,324,895)

557,059

2,340,959

34,982

(431,422)

(11,314)

(20,366)

537,211

(264,722)

(190,485)

3,035

1,204,690

(16,976)

$ 2,702,800



Schedule E-2
CITY OF KANNAPOLIS, NORTH CAROLINA

WATER AND SEWER CAPITAL PROJECT - SHILOH CHURCH ROAD EXTENSION FUND
SCHEDULE OF REVENUES AND EXPENDITURES -

BUDGET AND ACTUAL (NON-GAAP)

FROM INCEPTION AND FOR THE YEAR ENDED JUNE 30, 2016

Actual
Project Prior Current Total to
Authorization Years Year Date

Expenditures:
Capital outlay $ 1,042,000 $ 249,131 $ -3 249,131
Total expenditures 1,042,000 249,131 - 249,131
Revenues over (under) expenditures (1,042,000) (249,131) - (249,131)
Other Financing Sources (Uses):
Issuance of long-term debt 1,042,000 - - -
Transfers in - 249,131 - 249,131
Total other financing sources (uses) 1,042,000 249,131 - 249,131
Revenues and other financing sources over

(under) expenditures and other financing uses $ - $ - $ -3 -
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Schedule E-3
CITY OF KANNAPOLIS, NORTH CAROLINA

WATER AND SEWER CAPITAL PROJECT - REVENUE BONDS 2014 FUND
SCHEDULE OF REVENUES AND EXPENDITURES -

BUDGET AND ACTUAL (NON-GAAP)

FROM INCEPTION AND FOR THE YEAR ENDED JUNE 30, 2016

Actual
Project Prior Current Total
Authorization Years Year to Date

Revenues:
Interest income $ - 3 62,081 $ 3,03 $ 65,116
Total revenues - 62,081 3,035 65,116
Expenditures:
Capital outlay:
Albemarle water line 11,111,545 9,579,094 291,446 9,870,540
Meter exchange project 6,138,228 6,086,758 - 6,086,758
Water intake and clear well 1,016,388 592,937 288,990 881,927
Irish Buffalo Creek sewer project 741,080 48,122 80,347 128,469
Debt issuance costs 132,319 82,130 7,610 89,740
Total expenditures 19,139,560 16,389,041 668,393 17,057,434
Revenues over (under) expenditures (19,139,560)  (16,326,960) (665,358) (16,992,318)
Other Financing Sources (Uses):
Transfers in 539,560 204,910 - 204,910
Debt issued 18,600,000 18,245,000 - 18,245,000
Total other financing sources (uses) 19,139,560 18,449,910 - 18,449,910
Revenues and other financing sources over

(under) expenditures and other financing uses $ - $ 2122950 $ (665,358) $ 1,457,592
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Schedule E-4

CITY OF KANNAPOLIS, NORTH CAROLINA

WATER AND SEWER CAPITAL PROJECT - MOORESVILLE ROAD WATER MAIN FUND
SCHEDULE OF REVENUES AND EXPENDITURES -

BUDGET AND ACTUAL (NON-GAAP)

FROM INCEPTION AND FOR THE YEAR ENDED JUNE 30, 2016

Actual
Project Prior Current Total to
Authorization Years Year Date
Expenditures:
Capital outlay $ 3,000,000 $ 104,235 $ 108,447 $ 212,682
Total expenditures 3,000,000 104,235 108,447 212,682
Revenues over (under) expenditures (3,000,000) (104,235) (108,447) (212,682)

Other Financing Sources (Uses):
Issuance of long-term debt 3,000,000 - - -

Revenues and other financing sources over
(under) expenditures and other financing uses

©

- $  (104,235) $  (108447) $  (212,682)
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Schedule E-5

CITY OF KANNAPOLIS, NORTH CAROLINA

WATER AND SEWER CAPITAL PROJECT - DAVIDSON ROAD WATER AND
SUDBURY ROAD SEWER MAIN

SCHEDULE OF REVENUES AND EXPENDITURES -

BUDGET AND ACTUAL (NON-GAAP)

FROM INCEPTION AND FOR THE YEAR ENDED JUNE 30, 2016

Actual
Project Prior Current Total to
Authorization Years Year Date

Expenditures:
Capital outlay $ 4,000,000 $ - $ 38,301 $ 38,301
Total expenditures 4,000,000 - 38,301 38,301
Revenues over (under) expenditures (4,000,000) - (38,301) (38,301)
Other Financing Sources (Uses):
Issuance of long-term debt 4,000,000 - - -
Revenues and other financing sources over

(under) expenditures and other financing uses $ - $ - $ (38,301) $ (38,301)
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Schedule E-6
CITY OF KANNAPOLIS, NORTH CAROLINA

WATER AND SEWER CAPITAL PROJECT - DOWNTOWN WATER AND SEWER INFRASTRUCTURE
SCHEDULE OF REVENUES AND EXPENDITURES -

BUDGET AND ACTUAL (NON-GAAP)

FROM INCEPTION AND FOR THE YEAR ENDED JUNE 30, 2016

Actual
Project Prior Current Total to
Authorization Years Year Date

Expenditures:
Capital outlay $ 8,000,000 $ - 8 -3 -
Total expenditures 8,000,000 - - -
Revenues over (under) expenditures (8,000,000) - - -
Other Financing Sources (Uses):
Issuance of long-term debt 8,000,000 - - -
Revenues and other financing sources over

(under) expenditures and other financing uses $ - $ - $ - $ -
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CITY OF KANNAPOLIS, NORTH CAROLINA

STORMWATER FUND

SCHEDULE OF REVENUES AND EXPENDITURES -
BUDGET AND ACTUAL (NON-GAAP)

FOR THE YEAR ENDED JUNE 30, 2016

Revenues:
Operating revenues:
Charges for services:
Sales and services
Total revenues

Expenditures:

Salaries and employee benefits
Operating expenditures
General services

Total

Debt Service:
Principal
Interest

Total

Total expenditures
Revenues over (under) expenditures

Reconciliation from Budgetary Basis (Modified Accrual)
to Full Accrual Basis:

Reconciling items:

Depreciation and amortization

Change in interest accrued

Change in other post-employment benefits

Change in compensated absences

Change in deferred outflows of resources for contributions
made to pension plan in current fiscal year

Change in pension expense

Payment of debt principal

Total

Change in net position
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Variance
Budget Actual Over/Under

2,025,000 $ 2,449,156 $ 424,156
2,025,000 2,449,156 424,156
653,160 649,322 3,838
466,140 453,214 12,926
213,000 213,000 -
1,332,300 1,315,536 16,764
610,500 610,300 200
82,200 82,186 14
692,700 692,486 214
2,025,000 2,008,022 16,978
- 441,134 S 441,134

(191,931)

435

(112,352)

(3,083)

(8,222)

29,474

610,300

324,621

§ 765755



Schedule E-8
CITY OF KANNAPOLIS, NORTH CAROLINA

ENVIRONMENTAL SERVICES FUND

SCHEDULE OF REVENUES AND EXPENDITURES -
BUDGET AND ACTUAL (NON-GAAP)

FOR THE YEAR ENDED JUNE 30, 2016

Variance
Budget Actual Over/Under

Revenues:
Operating revenues:
Charges for services:
Sales and services $ 1,778,370  $ 1,873,159 § 94,789
Solid waste disposal fee 28,500 28,795 57,295
Miscellaneous revenue - 30,305 30,305
Total revenues 1,806,870 1,932,259 182,389
Expenditures:
Salaries and employee benefits 46,681 46,591 90
Operating expenditures 116,155 110,639 5,516
Contracted services 3,536,331 3,505,912 30,419
Total 3,699,167 3,663,142 36,025
Debt Service:
Principal 173,513 173,513 -
Interest 2,415 2,414 1
Total 175,928 175,927 1
Total expenditures 3,875,095 3,839,069 36,026
Revenues over (under) expenditures (2,068,225) (1,906,810) 161,415
Other Financing Sources (Uses):
Transfers in 2,034,825 2,034,825 -
Appropriated fund balance 33,400 - (33,400)
Total other financing sources (uses) 2,068,225 2,034,825 (33,400)
Revenues and other financing sources over

(under) expenditures and other financing uses $ - 128,015 $ 128,015

Reconciliation of Budgetary Basis (Modified Accrual)
to Full Accrual Basis:
Reconciling items:

Other post-employment benefits 25,228
Change in deferred outflows of resources for contributions

made to pension plan in current fiscal year (5,607)
Change in pension expense 14,104
Payment of debt principal 173,513
Total 207,238
Change in net position $ 335,253
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CITY OF KANNAPOLIS, NORTH CAROLINA

DOWNTOWN KANNAPOLIS FUND

SCHEDULE OF REVENUES AND EXPENDITURES -
BUDGET AND ACTUAL (NON-GAAP)

FOR THE YEAR ENDED JUNE 30, 2016

Revenues:

Operating revenues:
Charges for services:
Sales and services
Investment earnings
Miscellaneous revenue
Total revenues

Expenditures:
Operating expenditures
Contracted services
Capital outlay

Total

Debt Service:
Principal
Interest and fees
Total

Total expenditures
Revenues over (under) expenditures

Other Financing Sources (Uses):
Transfers in

Debt issued

Total other financing sources (uses)

Revenues and other financing sources over
(under) expenditures and other financing uses

Reconciliation of Budgetary Basis (Modified Accrual)
to Full Accrual Basis:

Reconciling items:

Capital outlay

Depreciation and amortization

Debt issued

Total

Change in net position

Schedule E-9

Variance
Budget Actual Over/Under
$ 820,000 $ 720,217 $ (99,783)
- 490 490
29,000 43,830 72,830
849,000 764,537 (26,463)
621,313 513,802 107,511
480,025 432,691 47,334
10,840,000 9,702,285 1,137,715
11,941,338 10,648,778 1,292,560
372,787 - 372,787
558,700 635,776 (77,076)
931,487 635,776 295,711
12,872,825 11,284,554 1,588,271
(12,023,825) (10,520,017) 1,503,808
1,023,825 1,023,825 -
11,000,000 11,000,000 -
12,023,825 12,023,825 -
$ - 1,503,808 $ 1,503,808
9,702,285
(47,976)
(11,000,000)
(1,345,691)
§ 158117
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Additional Financial Data

This section contains additional information on property taxes and principal taxpayers.
Schedule of Ad Valorem Taxes Receivable
Analysis of Current Tax Levy
Analysis of Current Tax Levy - Secondary Market Disclosure

Schedule of Principal Taxpayers
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CITY OF KANNAPOLIS, NORTH CAROLINA

SCHEDULE OF AD VALOREM TAXES RECEIVABLE
JUNE 30, 2016

Schedule F-1

Uncollected Uncollected
Balance Collections Balance
Fiscal Year July 1, 2015 Additions and Credits June 30, 2016
2015 - 2016 $ - $ 23610175 $ 23,193,274 $ 416,901
2014 - 2015 484,588 - 325,528 159,060
2013 - 2014 204,752 - 81,880 122,872
2012 - 2013 123,705 - 36,999 86,706
2011 - 2012 104,989 - 40,402 64,587
2010 - 2011 92,789 - 34,620 58,169
2009 - 2010 49,382 - 6,605 42,777
2008 - 2009 27,847 - 3,958 23,889
2007 - 2008 19,654 - 1,300 18,354
2006 - 2007 15,437 - 427 15,010
2005 - 2006 19,473 - 19,473 -
Total $ 1,142,616 $ 23,610,175 $ 23,744,466 1,008,325
Less: Allowance for uncollectible accounts 472,581
Ad valorem taxes receivable - net $ 535,744
Reconcilement with Revenues:
Ad valorem taxes - General Fund $ 23,808,805
Reconciling items:
Penalties and interest (168,873)
Discounts 18,014
Taxes written off - State statute 19,473
Miscellaneous adjustment 67,047
Total collections and credits $ 23,744,466
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Schedule F-2
CITY OF KANNAPOLIS, NORTH CAROLINA

ANALYSIS OF CURRENT TAX LEVY
FOR THE YEAR ENDED JUNE 30, 2016

Total Levy
Property
Excluding
City-Wide Registered Registered
Property Total Motor Motor
Valuation Rate Levy Vehicles Vehicles
Original Levy:
Property taxed at current year's rate $3,728,368,489 $ 0.6300 $ 23,488,722 $21,507,617 $1,981,105
Penalties - 13,536 13,536 -
Total 3,728,368,489 23,502,258 21,521,153 1,981,105
Discoveries:
Current year taxes 6,760,514 0.6300 42,591 42,282 309
Prior year taxes 14,986,860 0.6000 89,921 89,921 -
Penalties - 4,939 4,939 -
Total 21,747,374 137,451 137,142 309
Releases:
Property taxed at current year's rate (4,453,867)  0.6300 (28,059) (28,059) -
Property taxed at prior year's rate (245,863)  0.6000 (1,475) (1,475) -
Total (4,699,730) (29,534) (29,534) -
Total property valuation $ 3,745,416,133
Net Levy 23,610,175 21,628,761 1,981,414
Less uncollected taxes at June 30, 2016 416,901 416,841 60
Current Year's Taxes Collected $23,193274 $ 21211920 $ 1,981,354
Percent Current Year Collected 98.23% 98.07% 100.00%
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CITY OF KANNAPOLIS, NORTH CAROLINA

ANALYSIS OF CURRENT TAX LEVY
SECONDARY MARKET DISCLOSURES
FOR THE YEAR ENDED JUNE 30, 2016

Assessed Valuation:
Assessment Ratio (1)

Real property

Personal property

Public service companies (2)
Total assessed valuation

Tax Rate per $100

Levy (includes discoveries, releases, penalties, and abatements)

(1) Percentage of appraised value has been established by statute.

(2) Valuation of railroads, telephone companies, and other utilities
determined by the N.C. Property Tax Commission.
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Schedule F-3

100.00%

$3,193,371,079
470,988,564
81,056,490

$

3,745,416,133

0.6300

$

23,610,175




CITY OF KANNAPOLIS, NORTH CAROLINA

SCHEDULE OF PRINCIPAL TAXPAYERS
FOR THE YEAR ENDED JUNE 30, 2016

Type of

Business Enterprise
Castle & Cooke NCRC Real Estate
Castle & Cooke LLC Real Estate
Atlantic American Properties/
Club at Irish Creek, LLC Real Estate
Trinity of Cabarrus LTD /Shoe Show Shoe Distribution
Duke Energy Corp Utility
Wachovia Development Corp Warehousing
Afton Ridge Joint Venture LLC/

CK Afton Ridge Shopping Center Real Estate
Integra Springs LLC Real Estate
The Grand in Kannapolis LLC Real Estate
Public Service Company of NC, Inc. Utility

Total

Schedule F-4

Percentage
of Total
Assessed Assessed
Valuation Valuation
$ 203,761,020 5.18%
63,116,120 1.60%
45,596,920 1.16%
36,821,410 0.94%
34,062,325 0.87%
33,779,270 0.86%
31,025,180 0.79%
26,222,780 0.67%
19,472,820 0.50%
15,636,471 0.40%
$ 509,494,316 12.97%

Note: Atlantic American Properties, Inc/Club at Irish Creek and Castle & Cooke LLC

are owned or controlled by David H. Murdock.
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Statistical Section

e Schedules presented in the Statistical Section may differ from financial statement schedules
because they usually cover more than one fiscal year and may present non-accounting data.
The Statistical Section reflects social and economic data, financial trends, and the fiscal
capacity of the City.




This page left blank intentionally.



‘€00 4e9A |BISI) Ul € JUBWILIS SO pajuswa|dwil 3 usym uolewsojul ensdde Jodal 03 uedaq Ajd ayl 910N

e yxa
9e6'/8T S 0TVv8T ¥S6°6LT eeUr S 160°TLT STO'0LT S6T'SLT 6TLTULT LS6'ELT L1T°69T uoisod 3au Juswulanos Atewnd |e3o)
180°TT 129t (662) LSS’S LTT'S W'y €6EVT 658ET LOE9T YYEVT paloulsaiun
979‘e 606°€ 1€T'6 we'e €V9'E 9ve‘L 88€T 6S€ 8€9 00T panLIsay
6cT'eLT S 6/8°9LT TCTTLT EETVIT S TEECIT LTT'8ST PIV'6ST T0S8ST CI0°LST €/9°0ST syasse [epded ul JUSWISaAUL N
Juswuanog Atewld
8TC'CL S ¥0€'99 19899 ¥95'€9 S 80L'€9 L6719 161°9S 8TIY'ES 6EVCS STLSY uorysod 33u saHAlde adAy-ssauisng |e10
T€€'6 ¥959 1659 L16Y 7529 810°¢ 1ST°8 TSL9 98YL ¥0T9 paloulsaiun
- - - - - 16L°€ 8€L - - - paduIsay
18879 S £V8'T9 01€09 LY9°8S S 9St°LS 88Y'vS 20€'LY £99°9% €567y 1T9'6€ s3asse |eyded ul JUSWISAAUL 1N
saliAloe adAy-ssauisng
8TL'STT  § €00°9TT €60°ETT 89€'60T S €8€°L0T 81,801 ¥00°6TT TOE'6TT 81S'TCT 0V'6TT uosod 13U Sa}IAIIIIE [EIUSWUISAOS (B0
0SLT (ev6T) (0589) ov9 (seT'T) ver't [AZ4C) 80T'L 1788 ove's papusaiun
979‘¢ 606°€ 1€T'6 we'e €V9'E §SS°E 059 6S¢€ 8€9 00T panLIsay
weoTT S SE0'STT TI8°0TT 98y‘'s0T S S/8V0T 6€L°€0T CITeIt YEQTTT 6S0°CTT 790°TTT s3asse [epded ul JUSWISIAUL N
S$9I1}IAI30€ |BJUSWUISA0D
9107 ST0¢ %102 €10¢ 210¢ T10¢ 010C 600¢ 800¢ £00T
(spuesnoy] ui siejjoq)
(8unnunodoy jo siseg [enJooy)
SIBIA |BISI4 Ud] Iseq
1IN3INOdINOD A9 NOILISOd 13N
T I1avL VNITO4VI HLYON ‘SITOdVNNVYY 40 ALID

[
(o]
o



‘38ed 1xau uo panunuo)

[S%4 Stb's S6vCT TLEL 9¢s's L¥99 LLEY 10T 915, 1159
LSV - - - - € LLL 9ty 801

989 90S 8G€E 4% 856 [543 ¥00°T ¥S0°T €4S
06S'T ST 97T 89Y'T TEL'T 18Y'T 80S'T GE6'T LSS'T SLY'T

- Lt 66C 8¢ 9.1 8tT 8T 20T -
€75'T 02s'T 66V'S 9€5'T € 99€ 065 90Z'T 8S¢ -
L9 - - - - - - 8 - 9T
€71 0T - - - - - 00T 0ST'T -

- - - - - - - €z 9971

[4x4 16L 0L6 62 209 8¢ 88 GET 49
678 69L €€6 59 LT 70T €€ S6 374 06
[43) LST 95z 61T SLT 85T 092 6T 8S¢ 8€T
8TT 66 16¢ 9€T €€ 65 01T ¥8T €TT (43
142" 9 €1 14 147 86 8 9s 68T €6
1724 [4{0) €€T 81T GET GeT [4) 144" 6€T a8
v6 9 L8 S 8IT'C w'e S otec  $ €I'T S LST'T S 699'T S €25 S
€98°LS 00v‘6Y 955VS S 8€6°0S S 6’8y S £78'SS $ TI6'sy S WSy S 8LT0V S 116'6€ S
9/0°TC LEV'LT 69Y°LT TEV9T 806VT SSPCT 599°CT 96T'€T LT6TT 67C'TT
0€9°T
€9 €75 GGE'E pIEe LTy - - - - -
¥89'T 78S8°T SYST 69T 9eV'T 0LT'T SOv'T S8Y'1T T10'T L6
0ETVT €9€°CT 695°CT LTY'TT SYO'ET S8T'TT 092‘TT TILTT 9T6'TT CET'TT
£8L°9¢ 7961€ £80°LE 905vE €€0VE TLEEY ove'1e 957've 16T°LT 7897
0TTE 920 S02°C €87°C 9.T'T 898°T 16§ £09 6% LTE
6L¥'C S9€C T0TC (A4 T€6'T 76T SYST 89T 97eT 8LT'T
0Tt 6¢8'T 09L°T ¥SL'T €ES'T 8LSVT 6SEY £5¥'8 8L6'8 600°S
5801 LEO'S 6€9°S 6h's 899°L TTL8 £v6°9 098 816C [4147
6v5'8T 474" 80L'ST 870°ST [44°% 4" 86€°€T SLT'TT LOT'0T 1508 TLL'6
L 762'S v19'6 S LLL'L S €018 $ 9/8C $ €/59 $ L17's  $ 8v's S 907 S

910¢ ST0¢ ¥10¢ €10¢ 210¢ 110¢ 0102 600¢ 800¢ £00¢

sanuaAaJ wesgoud sallAIIdE [BIUSWUISAOS |e30]

uoneaJIal pue syied
juawdojanap Ajlunwwo)
SyJom 21jqnd
Asjes ognd
1USWUJIAA0S |eJBURD
1SUOIINQLIIUOD pue syuess jeude)

uo11BaII3I pUE SHJed
jJuswdojaaap Ajlunwwo)
Sy40M 21|gqnd
Aajes aljgnd
JU3WUIDA0S |eJauUD
:suUoIINQIIIU0D pue syuesd Sunesado

1g9p WJ91-3U0| UOo 159J31U|

uoI1ea4d3J pue syed

juswdojanap Ajlunwwo)

S3}Jom 21jgnd

Ajes ojgnd

JU3WUIDA0S |eJaURD

:$921AJ9S J0) sa8Jey)d
S311IAI}O. |BJUBWIUIDAO0D
sanuanay weJsSoid

128

sasuadxa Juawutanos Asewud |ejo|

11oe adA3-ssauisnq |e10 |
umolumoq
S9IIAJ3S |BIUBWIUOIIAUT
191EMWI0IS
JaM3S pue J1eM
:s913IA1R0e 9dAY-ssaulsng

110B [BJUBWUISA0S B30 ]

1g9p WJa3-3uo| U 1S343U|

Uo[1e3423J pue syed

jJuswdojanap Ajlunwwo)

syJom 21jgnd

Aajes a1jgnd

1UBWUIBA0S |BIBURD
:S311IAIIOE [BJUBWUIIN0D

sasuadxy

¢Jiavl

(spuesnoy] ui siejjoq)
(8unnunodoy jo siseg [enJooy)
SIB3A |BISI4 U] 1se]
NOILISOd 13N NI SIO9NVHD

VNITO¥VI HLYON ‘SITOdVNNV) 40 ALID



TeL's 8€CL 120, S W8T § 90T § (081's) ST S (8eT'T) § L€88 S ¥65CT
796°€ €0TC L6T'E (rv1) 0T¥'C 90T'S TLL'T 6.6 vTL'9 UT's
09T SET'S vTL'e S S86'T  $ (vee't) ¢ (98z'01) ¢ (¢67) S (t12'7) ¢ EITT S wr'y
€LET 0Tt G95°T (5¥S) S 433 S T S (16T) S 8tT 3 €61 S 69¢
09€C 00T'T 0TsT (8¥5) 91€ - (T€€) (€8) (89) (6)
€1 0z 3% € 9€ 24" ovT 11¢ 19¢ 8LT
YEEEE TS9'TE 9TE'ST LTT'6C TLT'LT (34 7L5'9C LE6'VT 8Y8'TT 765TC
(09€7) (00T°T) (0zs'T) 815 (91€) - T€€E €8 89 6
- - - - - - - - - 895'C
0z €61 149 €TT 8L 43 13 9L 99¢ 66€
S6T 60¢ S6T 981 STS 8tz 69 60¢ z0s £vS
6vL'C VA4 906'T o8t ST8'T 0€8'T 6LL'T veL'T 9/S'T TTIET
8SL 9v6 68T'T 6 98, 1474 L6L 10L 1T 0€s
891’8 Tve'L 98%'9 [44) 869°'S 81C'S 60€'S 6L6'7 'S 12C's
079°et 985TC S€6°6T vLT'6T S G8G°8T S 6LE8T S ST8T S S9TLT  $ E€ITET S 110CT
(586'62) (ves'sz) (098tz) S (teL'9r) $ (Lv¥'9T) S (€9L'TE) (906°€2) S (€og'9r) $ (vOZ'€T) S (£9z'01)
68S'T €86 TEL'T 0¥ 850'C 7967 €96'C 158 T€S'9 €06'L
(r£S'T€) (£15'92) (z6s've) S (zet'La) ¢ (s0587) $ (gzL'9g) $ (698927) $ (vst'La) (seL'sT) S (0£1°8T)
8/8'LT G98'€T 969°TE S 80C'vT S wr'ce S v90've S s000C % 6vT'TC S v.6'9C S €%9'ST
599CC 0Ty'st T0C'61 9€8°9T 996'9T LIY'LT 879°ST 8Y0'vT 8561 CET'6T
- - - € L9 - - - - -
S0T'T 0€€T SS9T LET LET'T SLLT ¥80°C 609 Y10V 16Y's
v9L
7€6'T 609'T LT ¥92'T 1€9 43 - - - -
6t1'C €L1'T 669'T T/9'T ¥0S‘T Uv't 86€'T 68€'T vt 81T
STE9T 80L'€T €LS'VT 199°€T LT9'€T GET'ET 9pTeT 0S0°CT €00'7T €9Y'ET
9T0C ST0C ¥10C €T0C [414 1102 010Z 600C 8007 £00T

jJuswuianod Atewnd |eyo |

sa1}A1I30e 9dA)-ssauisng
S9I1IAI1D. |BIUSWUISAOD
uonisod 19N uil asueyd

saiIAoe adAy-ssauisnqg |e10 ]
sigjsued|
s8ujuJea JuUaWSaAU|
:sa11AIRde 9dAy-ssauisng

SJ9jSUBJ} PUB SINUIASI [BIDUSS |e30 |
siajsued]
Snoaue|[dsIA
syasse |eyded Jo 3|es uo ujeo
sSuluIea JUBWISIAU|
S9NUBA3J |BIUBWUIBA0SIBIUI PAIOLIISAIUN
Xe3 asiyoueld
S95UI| pUe SaXe} JBYI0
Xey sa|es
S9XE} WaI0|eA pY
saxe|
1S311IAII0€ |BIUBWUIBA0D
uonIsod 13N Ul sasuey) J19YlQ pue SANUINJY |eJaUdD

anuanal/(ssuadxa) 19u Juswulanosd Asewud |e1o]
=)
(o\|
salyAnoe adAy-ssauisng ™=

S9IHAIIOE |BIUBWIUIDIACD

anuanay/(asuadx3) 1aN

sanuaAaJ wesdoud Juswuianosd Arewnd |ero|

sanuanaJ weidoud saniande adAl-ssauisng |e3o |

S9IIAJ3S |BIUBWIUOIIAUT
JAMIS pue Ja1epn

SUOIINQIIIU0D pue sjuesd |eade)
umolumoq
S9IIAJ3S |BIUBWUOIIAUT
191EMWI01S
J2M3S pue J1ep

:S901AJDS 40} sadley)d

sa13IA130e 9dAl-ssaulsng
:(panunuo)) senuanay weisoid

(panunuo)) z31avL

(spuesnoy] ui siejjoq)
(8unnunodoy jo siseg [enJooy)
SIB3A |BISI4 U] 1se]
NOILISOd 13N NI SIO9NVHD

VNITO¥VI HLYON ‘SITOdVNNV) 40 ALID



$

02T

S

G8E’'S

S

509y S

80C'T

$

068°T

$

10T°E 3 Sspuny |eIUSWUIBAO0S JaY10 |[e [e10]

(s81)
v1z
SLT'T

(62)

€6
12€'S

(62)

089°€
756

(vza)

80¢
749"

(96€)

0S¢'T
9€0'T

- pausissy
- paudisseun
- paniwwo)
- pa12LIISaY
- 3|gepuadsuoN
99€'T spuny 1d3fo.d eyded
S79'T spuny anuaAaJ |epads
:ul Jodas pansasatun
9T¢C S paniasay
Spun4 |EIUBWIUIBA0D JBYIQ ||V

STS

vOv'TT

- S 8uipiing Aajes o1jqnd/a21430 AuD [eroL

STS

90¢'€T
(zo8'T)

- pa1d141say
paus8isseun
Suip|ing A1ayes d11qnd /2140 A¥D

(@)

- S Aupioeq Suian paisissy 192415 duld [eloL

(vzL'e)
L't

paus8isseun
- S pa1d1IISaY
Ayj1oe4 SUIAIT Pa3SISSY 199416 duld

769'S S

9€ETT

TEV'TC

pund 0TOZ Suldueuld JYIN [e10L

269°S

9€€TT

TEV'TC

- pa1oLIISaY
pun4 0T0Z Suueuly
juswdojanaq 19loud DYIN

€G/'61

LEY'LT

SETVT

$

1%0'6 S

8899

0219

LLE'9

SE9'S

579

897'9 S pun4 |eJauag |e3o

910°CT
TLY'L
9t
0zt

0986
TLL

S9

690°€
€10TT

€9

90L9
S87°C

0S

GETY
81SC

S€

L19°C
066°C

13974

v/8°€
001°C

€ov

0€L'E
S06'T

€GE'E
660°€

- paudisseun

- paoLIISaYy
paniwwo)

- 9|qepuadsuoN

€61V panJasasun

SL0T S paniasay
:pun4 |eJaudn

910¢

ST0C

v10C

€T0C

c10¢

T10C

0T0¢C

600C

800¢C

£00C

€ 319Vl

(spuesnoy] ui siejjoq)

(Sunnunodoy jo siseg |enJddy palIpoIAl)

SIed |edsl4 ua] iseq

SANNH TVLNINNYIAOD 40 SIDNVIVE ANNd

VNITO¥VI HLYON ‘SITOdVNNV) 40 ALID

130



‘32Ue|eq PUNY Ul SIBUBYD PUB ‘S2INHPUIAXS ‘SINUIASI JO JUSWSILIS S} PUE SSIHAIIIE JO JUSWIIL]S SPIM-JUSWUISA0S
9y} UIM]3Q UOI3EI|1PU0d31 3y} Ul Aejino [eyded 1oy wall SuljIDU0a4 BY3} SE SWES By} 3 P|NOYS SaIN}IPUIdXa [}dEIUOU 0} SRINHPUICXS DIAISS 1G3P |€10) JO Ol3EJ B} 33e|Ndjed 0} Pasn AejIno |eided Jo Junowe ay3 ‘Y049 J3d 910N

%L5°9C %0T'8T %S9°ST %S0°0€ %076 %99°0T %89°CT %LTTCT %8L°0T %VLCT sainpuadxa |eydesuou jo
93ejuad.ad e se 92IAI3S 193Q
(619'8) S €IS0T 08T 90T (60Z°0T) ¥90°TC (981) S (vwr'e) S TES'T (zveT) S sadueleq puny ul agueyd 18N
(veET) €61°LT (025°T) vI1'8 981°C SLY'VE T/9'T 0/T°C 6€6'8 6L1'S (sasn) s@00.4n0s Surdueuly JaY1o [e30L
- 066°SC - - - S8TVE - - - - spuoq uonesi|qo pajiwi| Jo spaa0Id
- €0€C - - - 68L - - - - 199p wu33-8uo| UO WNjWaId
- - - (og€T) - - - - siapjoypuoq 03 syusawAed
- - (9z8) (ovT) - - - - 1sa433ul pazijende)
- - (6T) - - - - - 9AJDSAU DIINIDS 193Q
- 995°L 000°€ 1.6 OvE'T £80°C /8’8 69%'S SulduBUl JUBW||EISU JO SPII0UJ
(pL1'€) (€66°T) (8v1'g) (s1€'9) (eL€) (080°T) (ov£'T) (189) (ve€T) (t15'7) Spuny Jay10 03 sidjsuel|
or8 €68 8799 €989 0L 080T 1L0°C %99 T0V'T TeS'T SpUNy J3Y10 WOy SIasuel|
(sasn) sa24nos Supueuly 8y
(s82'9) (089'91) 0041 (800'8) (s69°¢T) (TTP'ET) (£58'T) (¥19°s) (c0v'9) (Tzs'9) saJnypuadxa
(49pun) Jan0 SBNUANAII JO SSIIXT
T6€'LY 0£0°SS 0v6°9€ 09Z'€y SET'SY 629 vTS'TE T19'9€ €9/'GE 1S8'T€ saJn)puadxa [e10L
9vT'E v18°C LSTT 89€°C SELT 8€8'T vLS 979 T6€ 8LE S934 pue 1sai3u|
€69°€ 758'C 0S0°€ €08°8 Sov'e 9Sv'C 90Z°€ 6v0'E 9vE'T 8€L'C ledpulid
192IAJ95 103Q
8T9'TT SYT'Te 9Ly LTS'E ¥62°0T LV6'ET 808°€ €16°L ¥9€'0T L6E'L Aepno jended
- - - - - - - - - - |eruswiiedspuoN
SS9'T 68T S99'T 6vS'T vLY'Y 't ovE'T T0S'T 9TET SETT uoliealdal pue syled
SLET 68T 09L°T T0LT 6L9'T T€L T€L 8LL 1174 LT9 juawdojanap Alunwwo)
EVE'Y [4do)7 (443 880°€ 1€8°S 6879 LEE'S €029 TTT9 v0L'S syomalgnd
Ovb'ST 0TE'ST T9V'ET G98°€T 9/9'T1 886'TT 6v6°0T 809'TT zzo’ot L€9'6 A1sges oijgnd
(44 %] 6C1'S v€S'9 8S€E'8 wi'L 66€'L 6459 €€6'Y 16V SYT'y JUBWIUIBA0Y [BI3USDH
:saunypuadx3
LOT'TV 0S€'8€ 079'8€ 75T'SE 0vS'CE 188°CE £99°0€ 866'0€ 95€'6C 0€0'ST SaNUAAAJ B3O
806 £88 €€6 606 808 8€0'C vST'T 6€L 6L¥'C 8v0'T Snosue||asIA
0T €61 14 €11 8L 43 S€ SL 99€ 66€ s8uiuJea JuaWISaAU|
StL 65 08L [9L'T T0TC 16 S6T'T 90€'T 91T 8TY'T SIDINIBS pue s3jes
0L5°e 9L6°€ ¥8L9 Lty 6CT'C SE9°e (4444 9,9 vL8°€E 6EYT SINUIAII [EJUSWUIIA0SI3IUI PRILIISY
S6°C S89°C 00TC 820C ove'e 850'C 88T €€6'T 8L0°C 7S8°T SINUBA3I |EIUSWUIBA0SISIUI PaIOLIISBIUN
9768 L8T'8 SLY'L 9sT'L v8%'9 1L6'S 90T‘9 089's IZ4%) 15L°s SISUI|| pue saxel JaYi0
608'€T S 8uLTe 3 74(14 TE0'6TS 009°8TS GET'STS L06°LTS 68S°LTS ELT'ETS 1TTCTS S9Xe} WaJo|eA py
:sanuanay
910C S10C ¥10C €10C [4194 1102 010C 600C 800C £00T
(spuesnoy] ui siejjoq)
(8unnunodoy jo siseg |en1ddy payipolAl)
SIedA |easi4 uaj 1seq
SANN4 TVLNINYIAOD 40 SIONVIVE ANN4 NI SIONVHI
v 31avl VNITOHVI HLYON ‘SITOdVNNW) 40 ALID

131



‘9N|eA passasse JO OO._”W Jad aJe saled xe|

(€)

Apadoud |euostad pue [eas yioq papnjoul sjunowe asay |

"9NUAASY JO JUBWedaq euljoie) YHON a3 Ag A1) 9y 03 papinod aJe suolienjea sajuedwod 321AISS 21 |gNnd

(2)
uonenjeaas AJuno) uemoy

S3PNJoUI 9TOZ A4 PUB ZTOZ Ad ‘800 Ad Ul 9583J0U] "UONEN|eASI AJUNO SNIBGED 3PNJOUI ETOT A4 PUB 600T Ad U1 S3SERIOUI ) :s310N

0£9°0 EETITY'SYLE 06v'950'T8 ¥95'886°0LY 6L0'TLE'E6T'E ) 910C
0090 69€'0T'¥8S'E 987£78'0L ST9'9TE'6TY 89%'850760°€ sT0C
0950 ¥S6'9T9'89V'€ 6SC'6L£'89 9SS'20L'89€ 6ET'0ESTED’E ¥10¢
0950 OvL'60vT9€E’E 195'98€"%9 87T'68€'L0C TS6'€€9°060°€ ) €T0C
06%°0 198'878'T6L'E Trv'T60v9 £62°0Z8'T61 TTI'9T6'SES'E () CT0C
06%°0 079'€6Y'LEL'E ET6'TVT'9S S0S's8T'S6T 707'990'98%'€ 110
06%°0 £TT'S66'90L'E 078'169°SS 6SE'TE0'68T 8Y0'TLT'TIV'E 010?
06%°0 S66'T199'8YS'E 6L2°08T'LS vSE'6Y9'9rT 79€'TT8vYT'e () 600C
L6Y°0 9LT'6LEIWI'T 879°0TS'SS YSE'TS6'YSE vLT'LT6'aET'T () 800C
L6¥°0 T99'EvL'00%'C 87S'65C'VS 906'798°0CE 87T'179'ST0°C £00¢
5 2¥ed anjep @ sajuedwo) Anadoud Auadoud Jea)
xe] 1941q passassy ERITVEIN |euosaad |eay |easid4
|eroL |elol alqnd

S 319vl

SIeaA [edslq ua] 1seq

Al43d0yd 319VXVL 40 INTVA Q3SSISSV

VNIT0Y¥VD HLYON ‘SITOdVNNW) 40 ALID

132



ST0C ‘T Adenuer uo Auno) uemoy Aq panjeaas sem Ajsadoud |eay
2102 ‘T Aenuer uo Ayuno) snuueqe) Aq panjeaas sem Aadoud |eay
TT0C ‘T Adenuer uo Auno) uemoy Aq panjeaas sem Ajsadoud |eay
800¢ ‘T Adenuer uo Ayuno) snuueqe) Aq panjeaas sem Aadoud |eay

£00¢ ‘T Adenuer uo Auno) uemoy Aq panjeaas sem Ajsadoud |eay

(s)
(v)
(€)
(2)
(1)

3

1S9JON en

1

:s9jey Ajuno)

:sjjodeuuey; jo A1)

52990 52990 52290 $229°0 52290 05650 05650 05650 05650 00€9°0 uemoy

000£0 000£0 000£°0 000£0 00€9°0 00€9°0 00€9°0 00€9°0 00€9°0 68290 sn.iieqe)

00€9°0 0009°0 00950 00950 00670 00670 00670 006°0 0L6v°0 0L67°0 puny [esaua9
¢ 9T0C STz ¥10C ) E10C (¢ 10T 110¢ 0107 () 600C (1) 800C £00T

9 319vl

(anjep passassy jo Q0TS 12d aiey)
Siea, |easiq uaj i1seq

S31VY XVL1 AL43dOdd DNIddVTIINO ANV LO3HId

VNITO¥VD HLYON ‘SITOdVNNV) 40 ALID



sjuswiiedaq xe] Aluno) uemoy pue AJuno) sniieqe) :324nos

Y20pJn|A "H piAeQ A Pa]|0J1U0d JO PAUMO BJE JT] 900D '8 d[ISED PUE 333J) YSU| 1 qn|D/du] ‘salliadoud uedlsawy dIlUejly  :310N

%6T"L €€6'889°CLT S %S6°CT 9TE'v6v'60S S |e1ol
%8€°0 6 008/9T°6 9ielsy |eay D71 ‘U3A3|3 pJ0dU0)
%150 9 TOV'TIECT Ann Auedwo) auoydsja] pJoduo)
%670 8 ¥89TSLTT - - - 9lelsy |eay J20pJInIA pineq
%TS0 L 0v0‘T6TCT - - - dje1s] |eay D77 493ud) “duo) utodaye] XD
%SE'T T 0S.TSECE Suisnoyasem edlaWY Yo diodid
%LE 0 0T LLE'VS6’8 %0t°0 0T TLV'9€9'ST Aunn *2u] ‘DN 4o Auedwo) 221195 21 |gnd
- - %05°0 6 0C8'TLY'6T 91e1s] |eay D71 sijodeuuey ul pueds ay |
- - %L9°0 8 08LcCe'9t 9ielsy |eay 271 s8unds eudayu)
- - %6.°0 A 08T‘SC0'TE 91e315] |edy J91ud) Suiddoys a3pry uoyy MJ
/2711 24n1UBA 1ulOf 93p1Y UoY
- - %98°0 9 0LT'6LL'EE uisnoyasepn dio) swdojanaqg elnoydepn
%€E0'T € TL9°TE9'VT %.8°0 S STET90'vE Annn dJo) A31au3 ainq
%960 v 0€€'09T €T %60 1 0T¥'TZ8'9€ uonnguisig aoys Moys a0ys/ @11 snaieqe) jo Ayunip
%C0'T 4 0208TLVC %9T'T € 0¢6965°S 9iels] |eay D77 %9342 ysu| 1e gn|d
/seiuadoud ueduswy dluey
%0099 S 6S8°6VY'ET %09'T 4 0CT9TT'e9 9ielsy |eay J71 93007 8 9[3se)
%8T'S T 020°T9.€0¢ 9ielsy |eay DJYIN 300D B 3[1se)
uonenjep yuey uonenjep uonen|ep yuey uonenjep ssauisng jo adAL JaAedxe)
passassy passassy passassy passassy
|leo] jo |exo] jo
a8ejuadiad a8ejuadiad
£00T 1ed |edsly 9T0T Je3 |edsly
03y Sied A BUIN pue JedA Juaiin)
SYIAVAXVL ALY3IdOYdd TVdIONIYd
LI1avl VNIT0YVI HLYON ‘SITOdVNNW) 40 ALID

134



juawiiedaq adueuld syjodeuuey| Jo Ay) :924n0S
%EC'86 vLT'E6T ET - %ET'86 vLT'E6TET SLT'0T9’ET (ves'62) TSP'LET 857'705°€T 910¢
%9C°66 06'9LETT 87S'STE %SLL6 796'0S0°TC 0SS'SESTT (evT'LY) 9/7'06T LIY'T6ETT S10¢C
%6€°66 Sv8'€68°6T 665°€9t %L0°L6 9vZ'0EV6T LTL'9T00C (s8€°€8) €0€L8 66.'710°0¢ 10T
%5566 vIv'Eve'6t SOT'€29 %EE 96 60£'079°ST 0ZT'0EE6T (879°8¥1) 8TL'L6T 0€0'T8Z‘6T €T0C
%99°'66 2LTLLYBT 8vZ'v79 %CE 96 ¥20'€S0°ST 6S8'TVL 8T (T91's€) 80¥%'STT T19'T99°ST 10t
%89°66 9€EVEE BT ¥82°969 %06°S6 7S0'8€9°LT S0S‘T6E8T (ozL'es) 70008 TZT'S8E‘ST T10C
%9L°66 769°9¥T 8T £95°G/9 %5096 STT'TLYLT 69t'68T'8T (798°C6T) 970'TLT LOE'TTT'ST 010¢C
%98°66 TE0'V6SLT 898°9TY %0S°L6 €9T'LLT LT 0T6°LTYLT (6S¥'sT) 66€'6C€E 086'€TELT 600C
%98°66 TIST'VET'ET VATA 14 %0L°L6 vSE'6Y8CT GOS‘CST'ET (999°T€T) 897'8€T €06'SYTET 800¢
%.8°'66 989°9T6'TT €59'98C %LY'L6 €€0°0€9°TT 969'TE6'TT (zs6°0ST) YYEVLT ¥0€'808TT £00¢T
Ana7 paasnipy jJunowy SIBIA A unowy Ana7 paisnlpy sjuswaleqy S9149N0251Q (Ana1 jeuiBliQ) FEENN
Jo a8ejuadiad juanbasqns paisnipy jo |eyol JeaA |edsi4 ay3 |easi4
ul SuUoII3||0) 98ejuadiad 10} PaINDT Saxe]

9)e( 0} SUOI3I3||0) |eI0]

An37 3Y3 JO Jed |edsly
3y ulyIM Pa129)|0D

8318Vl

SJedA |edsl4 ua] iseq
SNOILI3T10J0 ANV S3IAIT XV.L AL¥3IdOYd

VNIT0YVI HLYON ‘SITOdVNNW) 40 ALID

135



‘ejep uone|ndod Joy T 3|qe] 995 @

‘A1iadoud Jo anjen passasse |10} J0j G 3|qe) 39S |

"SJUSWIAIL]S |BIOUBUIS BY3 03 S3I0U dY3 Ul punoy g ued 1gap Suipueisino s,AuD ayl SuipJedal sjleag  :S910N

- %00°0 - 910¢
- %00°0 - STO¢
- %00°0 - 710¢
- %000 - €T0¢
- %00°0 - ¢10¢
- %000 - T10¢
- %000 - 0T0¢
- %00°0 - 600¢
- %00°0 - 800¢
- %00°0 - £00¢
@ eyde) 0 Ayiadoud jo spuog Jed\
13d anjep ajgexe] uonesiqo |easiy

|en1y jo
a8ejuadiad

|esauan

6 3189Vl

SJeaA |easi4 ua] iseq]
DONIANVLSLNO 193d A3dNO4d TVH43IN3ID 40 SOILVvY

VNIT04VI HLYON ‘SITOdVNNV) 40 ALID

136



*1eaA Jepuajed Jowud ayy Joj uonneindod pue swodul |euossad 3uisn pale|ndjed aJe soljes asay| ‘eiep uonendod pue awod

‘awooul [euosiad jo agejuadiad 9Tz JeaA [eIsl) 918|ndjed 0} d|ge|IBAB 30U dWO0dUl [euostad 9TQZ Jeah Jepua|e) "3|qe|ieAe 194 10U UOIIBWIOU|

euosJad 4oy T 9|qe| 995

(1)

'SJUSLIILIS [BIDUBUIS 3Y] 03 S3I0U 3Y) Ul punoy 3q ued 1gap Sulpuelsino s,A1) syl Suipsedau sjielaq S910N

“

* S6€C T¥S‘S6v°0TT - 879'59€'6¢C 000°000'TT €75°258'S 00LTSTC 000'S¥0'€S 000°€SY 0697298 910 ™
%69°'T 66€C 870'VEV'90T - 8ST'STETE - 99/CT0L €€6'TLT'T 000°0Z€’SS 000°€%9 TL1°058°6 S10C
%LE'T ST6T 90.'678'€8 - 8ve‘veT'ee - S06°676°L - 000'S89'TE 000228 €SY'€9T°0T 10T
%9C'T SY9T 0Tv'9€T'TL - 206°99€'9T - S8EVYI6 - 000'STT'EE 000°900'T €ET'V6STT €T0C
%SE'T S69°T 0TET0€'€L - 900°029°LT - Lyv'8TL'S - 000'STy've 000°08T'T L98LSETT 10t
%LY'T GEQT 906'€LS'8L 005'ST8 TTT'L09'TC - PPTYIT9 - 00S'¥8T V€ 000°6v€'T TYS'€0S VT T10C
%06°0 8L0T LTS°907'8Y - €8T LLY'ET - ¥8€'T9C'9 - - 000°€TS'T 0S8'VST'LT 010C
%E0'T 6LT°T S60€86°TS - LTT'VS6'ST - 8L1S6V'S - - 00027L9°T 008'198'ST 600C
%8T'T €IET GSL68T9S - [oraat 33414 - LSY'09€9 - - 000°928'T 8L0°0L9'6T 800¢
%ET'T 1T 9971ZT'0S - ¥£0°0€9°0€ - €TV0TS Y - - 000'SL6'T 69L°566'CT £00T
() dWodu| - ende) JUBWUIBN0D spuog spuog spuog suonediqo spuog spuog S310N suonesiqo eI\
|euosiad jo 19d Aewnd uonesiqo anuanady uonesiqo judwjjelsu| uonesiqo uonesiqo pasjueienn judwWyjelsu| |easty

a8ejuaniagd leoL paywi s/m |enads pajwi] pajwi *NOD 'S°N

SanIAIY adAy-ssauisng

SBINAIY |EIUBWIUIDN0D

0T 319Vl

SJe3A |edasi4 ud] iseq
3dAL A9 193d SNIANVLSLNO 40 SOILVY

VNITO¥VI HLYON ‘SITOdNVNV) 40 ALID



"an|eA passasse 3|gexe) |30} s,3un yaea Agq } uipiaip

pue saliepunog s,AHD 8yl UIYNM S| 1Y} 3N|eA Passasse 9|(exe} S 11un [eluawuIan0s Jayloue jo uoriiod ayl Suluiwiaiap Aq pajewinss asam sagejuadtad

9|geaijddy ‘sanjea Aladoud passasse ajgexe) 3uisn pajewlss st a|qedijdde 1gap uiddelsano Jo adejuadiad ay) ‘saxel Aluadoud yum piedss 1gap Jo4

Juswuianos uiddelsano yaea Jo -- 1q9p ay3 Sulhedal 1oy o|qisuodsal 2104243Y1 pue -- Juapisal e si JaAedxel Aiaas 1eyl Ajdwi 10U S90p SIY) ‘U9ASMOH

"JUNOJJE 03Ul USYE] Bq P|NOYS SISSAUISN PUE SIUBPISaL dY3} Aq dUIOG UBPING 1GaP 413Ud dY3 ‘4gap wual-Suo| Aedas pue anssi 01 Aujige s,AuD ay3 Sulapisuod

uaym ey saziugodal ssad04d siy] ‘sijodeuuey Jo SISSaUISNG pue s3UdPISaL Y3 Aq SuJ0q SI 1By} sudWUIaA08 Suiddelsano asoys 4o 31gap Suipueisino

93 Jo uoinod syl sarewIsa ajnpayds siyl ‘A3 ayi jo sauepunog d1ydea3093 syl yum ‘ued ul 3ses| 18 ‘OpI1oulod jeyl asoyl e sjusawulanos Suiddesang :S910N

1un [eaUBWUIBN0S Yoea Ag papinoid saSejuadiad ajgeoljdde ajewilsa 03 pasn elep anjeA passasse pue elep SulpueIsINo 3gag * :$324N0S

909°LTTS

SL9ty

T€6'VL

LET'T
LOV'T
8¢L
195°8S
886'CT

19°Q
Suiddejang
pue aug
Jo aueys
pajewns3

%L0'Y
%L0'Y
%91
%91
%91

3|qeanddy

98ejuadiad
pajewis3

L6E0E
995'vE
9vs'y
565°09€
vL6'6L

192a
Buipueisinp

1gq9p Suiddejsano pue 303.1p |er0L

199p P31p A

1gap Suiddejiano ‘|e3019ns
Suipueuld Juawijeisu| Ajuno) uemoy
1gaQ uonesdi|qQ |esaus Ajuno) uemoy
sasea [eude) Ayuno) snuieqe)
$401/5d02 Ayuno) snuieqe)

192Q uonesiqo |e4auan Auno) sniieqed)

saxe} Apadoad yum piedas 1qag

Hun |eauswWuUIL2A0H

1T 319Vl

(spuesnoy] ui saejjoq)
9102 ‘0€ aunf jo sy
1934 S3ILIAILIV TVINIWNYIAOD DNIddVTHIAO ANV 113dId

VNIT04VD HLYON ‘SITOdVNNV) 40 ALID

138



‘Ajldoyine Buimouloq |eda) s,A110 ayi syuasaldal pue ‘1wl ay3 01 a|gedljdde Suipueisino 1gap 19U 5,A10 Y1 pue JIWI| 103 BY1 USMI1BQ DIUBJBHIP Y3 SI uIiew 1gap [e3s] ayL

‘uonexey 01 123fqns Aladoud jo anjea pasiesdde ayi Jo %8 011gap Sulpueisino s,A1d ayl sUWI| GG-6GTSD 91NBISIN 910N

en

%80°LC %61°9¢C %EL'LT %861 %9€°8T %S0°6T %IV’ %LT'6 %9T'ET %ST°0T Uwi199p Jo A
a8ejuadsad e se Jwi| ay) 01 9|qedljdde 1gap 18U |e10) Y=
€0S'8TC S LT9'1TC ¥88'VET 0€9'12¢ S99°LvT S zeoTve T€9'TLT ¥98°LS¢T S vS8'estT 895°CLT uigsew 1g9p (e8]
0€T'T8 601'SL S09°0S 698'vS 189'SsS £96'9S 676'7C 870'9¢ 958'LT 16761 suonewl| 03 3|qedyjdde 1gap 19U [e3o)
- - - - - - - - - sasodind Jaiem
10} P.INJUI 1G3P PAPUOQ JO JUNOWY 5597
€E€6'VT 91§41 0Z6'81T wL'1T 95T'TT £96'TT 6767 870'9¢ 958'LT T6v'6T suonesi|qo Juawijjelsu
L61'SS €65'LS S89'T€ Fr4%33 STY'vE 000'SE - - - - spuoq uonesi|qo paywi
000°TT - - - - - - - - - spuoq uonesi|qo |eads
:suoneywi| 3gap 03 s|gedljdde 1gaq
€€966C 9€L98C 687°'58C 667°9LT 9vE'€0E 66686 095962 768€8C 0TLTTT 650261 (uoneywi A1oinleis) anjeA passassy 40 %8 ‘NI 19
9TY'SYL'E S  T0T'v8s'e L19'895°€ LET'9SY'E 878'T6L'E S e6YLEL'E S66°90L°€ TS98YS'E S 6LE'IWIT €VL'007C Ay1adoud jo anjep passassy
910¢ ST0¢ v10C €10¢ [4114 T10¢ 010¢ 600¢ 800T L00T
(spuesnoyy ui siejjoq)
SIedA |edsi4 uay ise
NOILVINYO4NI NIDYVIN 1930 TvOI1
<rIiavl VNITO¥VI HLYON ‘SITOdVNNV 40 ALID



"SJuUsWaJINbaJt 921AJ9S 1g9p |e10} AQ PIPIAIP SANUSAAJ 13U s|enbs a8euano)
"9J3Y UMOYS 3Je Ajuo spuoq aNUdA3J 4O 153433l pue |eddulld
‘3uluaed Juawisanul snid sanuanaJ Suilesado |e1o} |enba sadieyd 321AI9S AN

‘Aejino |eyded pue ‘uoiiezijiowe ‘uonierdasdap apnjoul
10U Op sasuadxa SunelsadQ ‘SIUSWLE]S [BIDUBULL BY3 03 SBI0U BY) Ul puNnoy aq ued 1gap Suipueisino s,Al) ayy Suipiedal sjiedg  :S910N

(424 7S€E‘80T'E [44: 2120 0€5°656'T 6C8'vet’L ¥T11°060°6 EV6'VTEIT 910¢
69'T TPEV6SE €8TVIET 851087 TL€'SL09 98/C€9°L LST'80L°€T ST0¢C
(4 N4 LSETST'T 208798 GSS/8€T €41589°S 7L0'€€6’8 SYZ'8T9VT ¥10¢
v6°C 98T6/LT 780°92S Y0T'€ST'T ¥88°C€T’'S 00Z'TEV'8 ¥80'V99°€T €T0¢C
v8'T S0L'6L1°C 16TC€6 AR WAL 9vT'S9S v §9€/60°6 TTSC99°€T ¢10¢
TT'¢C 70T666°C 8€0°6CT'T ¥90°0/48°T 80€S€E9 LY¥'005°L GG/ 'SEYET TT0¢C
A" T0ELTL'E 89%°0VC'T €€8°9/1°C 865°9v€’S €C6°'S61'L TeS‘ev8'et 0T0¢
€E'T VTEVIL'E TCT'SEET €0T'6LEC SYO'vE6'Y S9Y'8/8°L 0TS'CI8'TT 600¢
8L'T v9T'TTL'E oTv'vev'T ¥58°967°C ¥S.'979'9 €97°081°8 LTT'L08'VT 800¢
S6'T 6€8°9/8°¢€ TLL°9TST 890°0S€C 98T0v0°L 06S°S0C°L 9/L'SYT'VT £00¢
a8esano) |erol FEEYES ] |edpuld anuanay sasuadx3 sasieyd Jea)
921AI3S 192@ a|qejieny Sunesado ERITYE]S |easiq
1N 15597 Aumnn

spuog anudAdY JIMIS pue I3l

SIeaA |easi{ ua] iseq
IO9VHIN0I INNIATY - d3IDAI1d

€T 319VL VNIT0¥VI HLYON ‘SITOdVNNV) 40 ALID

134



9T0¢ AN 40 SE D°'S'3 "IN AQ paulwlialap a419m AJUno) UBMOY pue snaiege) 4oy sajed JuswAhojdwaun 9107
‘9|qe|ieae jou aJe sjjodeuue)| Jo A1) ay3 Joj saundiy ajesedas -- saunsiy Ayuno) aue asay
S91BYSMIN|Nd/W0I"22uUsap//:sd1ay - uoissiwwo) A1anaes JuawAojdwy ) "N :924n0S )
sjooyas A1) sijodeuuey|
92Jawwo) Jo Juawnedaq sn | SISAjeuy 21LIOUOT JO NEaINg 3yl WJO0) SUISWIAIBP 3Jam saunsly GTOZ YL
10T 1990320 JO Se 3|qe|IeAB 10U 3Je S313UNOD) UBMOY PUB SNJJBgR) JO) dWO0JU| [BUOSId BHdED 194 PUB 3WODU| [BUOSIAd HTOTZ YL
90JaWwwWo) Jo uawnedaq sn | SISAjeuy 21WOUO0IT JO NeaIng 3yl WOJ) PaulwIa1ap aJam saindly €T0Z YL
TT0Z 21€| paseajaJ saunsiy INGSO "D°N Y3 WoJj pauiwialap aJam saindly 2107 YL
juswaseue|y pue 193png 21e1S 40 32140 "J°N JO 33eIS :924N0S @
neaJng snsua) SN 9yl woduj pajewiisa sem uonze|ndod 910z pue STOZ YL
'SNSUdd ZTOT 341 Aq paulwa1ap sem g/ et Jo uolie|ndod $TOZ dYL
INESO "D°N 404 JaydesSowap ayl yum 10e3uod uj Juswpedaq Suiuue|d ayl wody sajewysa Aq paulwialap sem uonendod €107 9yl
neaJng snsua) SN 9yl Woduy salewilsa Aq paujwialap sem uonejndod 10z YL
'SNsuad OTOT @Y1 Aq paulw.Ia1ap sem 878 ey Jo uolieindod TTOZ dYL
‘uoleyodsued] jo 3dag J°N 40 91e1S 9y SI suaquinu uolzeindod TTOZ-600Z 2Y3 404 924n0s ay| “AnAioe Suppwaad A)D pue s324n0s Jusawulanod
|eJapay pue 31e1s wody Ajluewiud uswiiedaq Suljuueld sijodeuue)l Jo AuD ay3 Aq pajidwod aiam siaquinu uoizejndod 800Z-200Z @Y1 - :S9I0N

"3|qe|iene 1A 10U UOIIBWLIOU] 4

%8S %Y°'S 678'S * * * * vr1'9v 910C
%09 %E’S LOL'S L85VE T7S‘8e 168°9C€Y LY9'S0€E"L 6SEVY ST0C

%S9 %09 ¥SS°s 01Z'1€ 0006€ LIOLTE Y €TLTOE"L 8L'sy ¥10C

%88 %6°L wr's S9ETE 6L08€ TSO'VEEY 0St'SC0’L Ieey €T10C
%€°0T %E'6 062's 76L°6T 195°SE €L8TTITY 8vT'eSv9 wi'sy 10T
%9'1T %07 6€T'S 0SL‘6¢ 0€0'vE 206VTTY 7692509 878ty T10C
%9'1T %E'0T €0T'S vy‘oe €80VE 68€°987'Y 008'698°S 168vY 010¢C
%0'€T %LTT LTT'S 079°‘0€ 08T'se 7088LT'Y S9.°9v6'S vOT v 600C

%E'9 %L'S LLT'S LOV'6T 6607€ L06'620Y 8ST195°S 908ty 800¢C

%E'9 %8 L10°S 100°6¢C T9T'€E SvT'6C6°E €LLLST'S €LT'TY £L00C
Auno) Auno) (g YUBWII0ILT Auno) Auno) Auno) Auno) _: uonejndod FEETN
uemoy snueqe) |ooyds uemoy snueqe) uemoy sniieqe)

) e alqnd (¢ 2WO2U] [eUOSIDd (spuesnoy] ui siejjoq)
juawAojdwaun ende) 194 (¢) 2WO2U] JeuosIad

SIeaA |easiq ua] iseq
SJILSILV1LS DINONODJ3 ANV JIHdVYDO0INIa

YT 319vL VNITO¥VJ HLYON ‘SITOdVNNV) 40 ALID

141



1504 Aungsijes ay1 pue eiep Aisnpul 553 DN ‘sauinbul sauoyda|al ‘uoiiesod.o) uawdolaAsQ d1Wouod3 AlUNo) sniiege) :324nos

s|ooyas AJuno) snuieqe) pue ‘uoiiesodlo) JuawdodaAdQ d1Wouo0d3 AJuno) snuieqed 353 "N WOU) BIEP 92104 JOoge] pash ‘9TQg 104

44V 90/0€/9 wo.j eyep 32404 Jogeq pasn ‘00 104

A1 ay1 ur uonedo| ssauisng e sey JaguoToN

%Li'C YEE'E %85°¢C 96T |eiol
%0T'0 0T 0€T - - - 989||0D Alunwiwo) sniieqe) uemoy
%IT0 6 0sT - - - aJe) Y3eaH sijodeuuey
%L1°0 8 SEC - - - uor poo4
%10 9 68¢ %ET'0 0} LTC s3I0 Asjuers
%81°0 L JA4 %10 6 Tee SJUel||V Yy} esH snJieqed

- - - %810 8 T6C J71 Suloey seeH-1emals
%9¢°0 € 0s€ %610 L €0¢ 1e8ie]
%10 S 06¢ %0¢°0 9 9ce sijodeuuey jo Ayd

- - - %20 S 1S€ sndwe) yoJeasay euljose) yuoN

- - - %ECO 1% 18¢€ siayjo.g auhe
%S0 v 1323 %S0 € 1A% sjooyds Ayuno) snuleqe)
%50 T ScL %050 [4 18 sjooyas Auy sijodeuuey
%EV'0 [4 SLS %S0 T 188 Moys aoys

j1uawAojdw3 juey saaho|dw] jJuswAojdw3 yuey saaho|dw] FEV I [E]
Aluno) uemoy pue Aluno) uemoy pue
Aluno) snuieqe) Aluno) snuieqge)
|ero] |elo]
J0 a8ejuaduad J0 98ejuaduad
900¢ 1ed, |edsly 910¢C 41e3A |edsld

08y Sied) ua] pue juatin)
SYIAOTdINT TVdIONIYd

ST 319V1 VNIT04VJ HLYON ‘SITOdVNNV) 40 ALID

142



papnjoul aJe saaAo|dwa uolleasdal ale syded ay| “JuswWuUIA0S [edauas ul papn|dul J0u saaAojdws uonealdal pue syded 01 anp sem €TQg ul polsad Jorid syl wouy 9seasdsp ayl

"ASM 01 D9SM WOy SIapeal 4913w ay3 panow A1) 8y 600¢ Ul 18yl SMoys eleq
*J91EMUWLI0]S 10} UOISIAIP Mau e pajuawsajdwi A1) Y3 £00T Ul 18yl SMOYs eleq

"S9IIAIDS |BIBUDD) J0J UOISIAIP M3U e pajuawa|dwi AMD 3yl 9TOZ Ul 1Y) SMOYs eleq

‘wesdoud/uonouny alesedas e ul

‘AjaA130adsau seah uad sunoy 85/ pue 8T Y40M YdIym 2414 pue 921|104 JO uo11dadxa syl Yiim (SAB3| 321S pue uolledea ssa|) Jeah Jad sunoy 080z J40m |auuosiad swiy ||n4
'slaquinu 9A0Qe Y1 Ul papn|aul J0u aJe suofisod jJuedep “ieaA yaea Jo Y10 aunf jo se paAojdwa suosiad Jo Jaquinu spuasaldal 9|NPayds siyl  :S910N

juawiledaq adueul4 :324nos

143 60€ 80¢ £L8¢C ¥9¢ 69¢ 69¢ 0L¢ LSC 817¢ |eloL
1T ot ot ot ot ot ot ot ot 6 jue(d Juawiealy 33
6¢ 8¢ 8¢ LC 9¢ Lt LT 8¢ Lc [44 uoinqgLasip Jamas - Jaie\
L L 6 L 9 9 S @ 9 1 TT SU0I1123||02 pue Sul||iq JOMaS - J9IBA
€T €1 €1 €1 €1 €1 4! €1 €1 o C Ja1eMWI0IS
4" 8 11 8 6 1 T T T €C sdoys ugis pue s3a3415
8 1 © O - - - - - - - uoneaJdal pue syied
6 6 6 L 9 9 9 9 8 L SueauIuUa pue UlWpE $}I0M dl|gNnd
961 6T L6T L8T S9T L9T 891 991 0SsT €ST Aajes oljqnd
i OF 1€ © 1€ 8¢ 6¢C 6¢C 0€ 0€ 9z 1 JUBWUIANOS [BIBURD
9T0¢ ST0C ¥10C €10C ¢T0C TT0C 0T0C 600¢ 800¢ £00¢C weJsso.d/uoioung
SABdA |edsi4 ua] iseq
NOILONNA A9 SIIA0TdINI LNFAINYIAOD ALNNOI LNITVAINDI FNIL-TINS
9T 319VL VNITOYVI HLYON ‘SITOdVNNV 40 ALD

143



*98ed 1xau uo panunuo)

LS o1 SS T T 14 TC 014 TL 08 p3||eIsul S3JIAIDS JaMas

€0T 14 €9 S 6€ S€ 143 65 66 (4474 P3||e3sul S3IAISS 91BN
1uo1INqLISIQ JaMIS 3B

ovL'T ¥6L'T 090T 8€9 99% 89¢ [433 3974 89¢ oce paJiedal Jo pajjeisul Susis uonew.oyu|

8T¢ 81 8G€E 092 (4114 9z1 ST 6S€ 5154 1444 paJiedau Jo paj|eisul SUSis sweu 193435

0LEL S19Y ¥S9°'T wi't S€6 8€ST 9¢sT LT6'T 896'T €6CT (sajoy3od Buipnjoul) sijedas Jusawaned

S9'€ S9°€ oz'e ST €8'C 9€0 000 681 oS’ ST0 (S3|1w) Buroeynsas uo1INIISUOIDY
:doys usIs puy s193.11S

8T 9T 140174 T €eT T€ 8T <S9 S9 1€€ (pa1on41su0d 13 padiedas) saunjonuis aseulelq

S 6°€ SL'6 LYV'E 00'6 00t oS’ 05’8 ST VN (sa)1w) paJeajo saydlp pue Y4om Jap|noys
1191BM WI03S

9v6’s 689°T 0Tyt 789 0SS'T 08¢'T 9€T'T 206 €89 ocy $3SS3UISN( 104 suoNd3dsUL 414 JO JaqUINN

6T (01434 1A 67:€ VN VN VN VN SEv [aa4 s||e2 21§ 40} (s2INUIW) dWI) dsuodsal agelany

%0'6L %L°08 %8'€8 %06 7444 6787 %06 %58 VN VN S9INUIW XIS UIYUM S3U3pIdUl A ul || 03 dsuodsay -
244 M

67 8€ 6€ 143 0oL 99 99 14 L9 €S suol1ediisanul 3 nessy

1L 19 €S SS €1 L 41 ST 9T 21 Su0I3e31153AUI 1e3p pue SPIIWOH
:901|0d

TeoT 956 08ST 116 €v6 6¢0T €L6 88L 95 98% SuOl1eAIaSal J913YS

6T 6T 6T 1 4 1 ST 1 L 9 A1D ay1 Aq pajussaud susdu0)
1U0I1e3.03Y pue Syied

%L6'8 %C1'C %99°C %07V %LT'E %LI'E %0€°S %0€°S %009 %L9°8 91eJ BuIH

LS6 L9ET L9V'T ¥SS'T 80T 168°T T2S8T v26'T 6L 009 passaco.d JuswAho|dws 1oy suoliedl|ddy

%ET'86 %LELE %L0O°L6 %EE 96 %CE96 %06°56 %5096 %0S°L6 %0L°L6 %LY'L6 saxe} A1 104 33e. uo1323]|0D
1JUBWUIRAO0D |BJBUSD

910¢C STOC ¥10C €T0¢ 10C T10C 0T0C 600C 800¢C L00C weugoud/uoiounyg

L1 319V1

SIBdA |eISl4 ua] iseq
NOILINN4 A9 SHOLVIIANI ONILVY3IdO

VNITO¥VI HLYON ‘SITOdVNNWX 40 ALID



3|qe|ieAe Jou eje,
19ejt (U,

yluow Jad aSeiane si ereq @

Jeah Jepuajed s| exeq

@ SILON
‘syuawiledap AJuno) snolep  :$324nos
%69°L6 %0086 %9L°86 %€9'L6 %0886 %0€°L6 %00°L6 %¢0°'86 %8066 %SV°'66 98ejuaduad UO0(323]|0d JAMIS pue J3le
TZv'9 1759 SYT'9 1229 0069 7999 €¥5'9 6159 87€'S 5059 SJ3WOISNI Ul 3j|eM 4O Jaquinu d3elany
1SU0(323]|0D Sul||ig JOMIS JBIBAN
06T 0TS'T 97'T 8S€'T 09T 01917 0/L9'T €SL'T 8SL'T SL0'T (129 000°T/$) UBWILDIY JO 350D HUN
0SS'T 00T'T 't SOE'T 0€C'T 0T¢'T 0LT'T 0LE'T GSE'T 0SE'T (suoj|es uol|iq Jad) paieaJy Joiem |e3o]
Jue|d JusWieal] Ja1e
9T0¢ ST0C 10¢ €10¢C [4er4 TT0C 0T0C 600¢ 800¢ £00¢C we.goid/uoia

(@3INNILNOD) £T F18VL

SIedA |easlq ud] iseq
NOILINN4 A9 SHOLVIIANI ONILVY3IdO

VNITO¥VI HLYON ‘SITOdVNNWX 40 ALID

145



(9) suojjes uoliiN Aq st ezed
‘sjusawiedap Au) snouep  :s324nos

9z Y4 LT ST ST ST ST ST ST ST (p Aoedes quauneast

L€ 91€ Y43 LT€ 81¢ 143 STE STE 00€ 00€ $19mas Aseyues Jo s3|IIN
iJ9lemalsep\

1243 1443 (0143 6CE 0g€ 143 9ze 11€ 00¢€ 06C sujew Ja1em 4o sa|IAl
BEAY

17T LTT Y44 9zt T44 144 1244 1444 (444 81T 193435 O SIYIN
15199415

60T ¥0T €0T ¥0T 20T L0T 90T S0T €6 06 s3d1yan dd1jod e3o

09 65 LS 9s S9 69 99 09 09 %9 sJed |odied
:90l|0d

I4 14 I4 14 14 14 14 1 1 T (49ppey) syonu3 2414

8 8 6 01 01 0t 01 0t 6 6 (42dwind) sxanuy 3414

S S S S S S S S v 1% suonels
:U0110310.4d =414

T T T T T T T 1 T T Sp[aly 492205

L L L L 9 9 S S S S spunoushe|d

% ¥ v ¥ € € € € € € spIaY ||leqyos

ST ST ST ST ST ST ST ST ST ST 4933y J1udld

87T an an iy an an an an an i a3ea.ny

8 8 8 6 8 8 8 8 8 L SalM| 108y dJed
‘uoljeaJldal pue syJed

910¢ ST0C ¥10C €10¢ 7102 110¢ 010¢ 600C 800C £00¢ weJgoud/uorouny

8T 319Vl

Siea |easi4 uaj iseq

NOILONN4G A9 SOILSILVLS 13SSV TV1IdVD

VNIT04VD HLYON ‘SITOdVNNV) 40 ALID

146



1uswedaq suoppadsul Ayuno) sniieqe) :924n0S

LEV'98E'09T SL0'8YS0T 79€'8€8'6VT 9€5°058°SS LOY 978°L86'€6 LS £00¢
YEEL8T VLT STLTT9'8 6T9'V95'STT 0TS‘T6L'TY 9s€ 60T'TLL L 09 800¢C
€LTL6L°T9 YIv'L6€°S 6S.'66€9S L¥S5'949°8€ Sov [ATATIAVAS 143 600¢
¥92°TL0'SS 861°7S0°S 990°020°0S 896°€SSLT 89¢ 860°99t'CT 1€ 0T0C
L88'SYLTE 6€LT65°0T 8YT'ESTTC 6V€'€0E9 99 66L'6V8'VT 6¢ 1T0C
760'916'EE 099'8LT'S TEY'L99'8C 788'9SLVT ¥91 0SS'0T6'ET 13 (4014
88C'T6T'LS 809'78°6 089'69V'LY 996'TLY VT L8C YTL166'CT 144 €10C
1S0°TvT'SL TLOVTLTT 6L€'9TS'E9 ¥0€'S00'TY 86¢ SL0'Tesee ¥S ¥10¢
S8Y'TYS'0CT TEC'TO6'TT ¥S2‘0v9'80T 766'6TEEY ¢6C 797'0T€E’'S9 1474 ST0C
€68'TEEVTT 88€'96C'TT S0S'SE0'E0T 09,°9St'SY S0€ SvL'8LS°LS 18 910¢
SuoIIppY puy suoneJaly uoi1dNJISuo) anjep suun jo anjep suun jo 0€ aunf
uoi1dNJISu0) puy M3N 40 JaquinN Jaquinp papu3
M3N JO suonppy anjep UOI1dNJISUO) |eIIUBPISAY U0I30NJISUO)) |BIDIBWWOD) JedA |easly
anjep [e10] |elol |elol uo11oNJISU0) MIN

6T 319V1

SIeadA |edsi4 ud] Iseq

NOILINYLSNOI ANV SINTVA ALH3IdOYd

VNITOY¥VD HLYON ‘SITOdVNNV) 40 ALID

147



This page left blank intentionally.



Compliance Section

Report On Internal Control Over Financial Reporting And On Compliance And Other
Matters Based On An Audit of Financial Statements Performed In Accordance with
Government Auditing Standards.

Report On Compliance For Each Major State Program; Report On Internal Control Over
Compliance; In Accordance With Uniform Guidance and the State Single Audit
Implementation Act

Schedule of Findings, Responses, and Questioned Costs

Schedule of Prior Year Audit Findings
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MARTIN # STARNES
& ASSOCIATES, CPAs, PA.

"4 Professional Association of Certified Public Accountants and Management Consultants"

Report On Internal Control Over Financial Reporting And On Compliance And
Other Matters Based On An Audit Of Financial Statements Performed
In Accordance With Government Auditing Standards

Independent Auditor’s Report

To the Honorable Mayor and
Members of the City Council
City of Kannapolis, North Carolina

We have audited, in accordance with the 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, the accompanying financial statements of the
governmental activities, the business-type activities, each major fund, and the aggregate remaining fund
information of the City of Kannapolis, North Carolina, as of and for the year ended June 30, 2016, and the
related notes to the financial statements, which collectively comprise the City of Kannapolis' basic
financial statements, and have issued our report thereon dated October 24, 2016.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the City of Kannapolis’
internal control over financial reporting (internal control) to determine the audit procedures that are
appropriate in the circumstances for the purpose of expressing our opinions on the financial statements,
but not for the purpose of expressing an opinion on the effectiveness of the City of Kannapolis® internal
control. Accordingly, we do not express an opinion on the effectiveness of the City of Kannapolis’
internal control.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent, or
detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a
combination of deficiencies, in internal control, such that there is a reasonable possibility that a material
misstatement of the entity’s financial statements will not be prevented, or detected and corrected, on a
timely basis. A significant deficiency is a deficiency, or a combination of deficiencies, in internal control
that is less severe than a material weakness, yet important enough to merit attention by those charged with
governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in internal control that might be material
weaknesses or significant deficiencies. Given these limitations, during our audit, we did not identify any
deficiencies in internal control that we consider to be material weaknesses. However, material
weaknesses may exist that have not been identified.

730 13th Avenue Drive SE ¢ Hickory, North Carolina 28602 ¢ Phone 828-327-2727 ¢ Fax 828-328-2324
13 South Center Street ¢ Taylorsville, North Carolina 28681 ¢ Phone 828-632-9025 ¢ Fax 828-632-9085
Toll Free Both Locations 1-800-948-0585 ¢ Website: www.martinstarnes.com
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the City of Kannapolis' financial statements are
free from material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, contracts, and grant agreements, non-compliance with which could have a direct and material
effect on the determination of financial statement amounts. However, providing an opinion on
compliance with those provisions was not an objective of our audit and, accordingly, we do not express
such an opinion. The results of our tests disclosed no instances of non-compliance or other matters that
are required to be reported under Government Auditing Standards.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance
and the results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal
control or on compliance. This report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering the entity’s internal control and compliance.
Accordingly, this communication is not suitable for any other purpose.

MMartins Alsanes € (ovocistis), CRAs, P .

Martin Starnes & Associates, CPAs, P.A.
Hickory, NC
October 24, 2016
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MARTIN ¢ STARNES
& ASSOCIATES, CPAs, P.A.

"4 Professional Association of Certified Public Accountants and Management Consultants"

Report On Compliance For Each Major State Program; Report On Internal
Control Over Compliance; In Accordance With Uniform Guidance and the State Single
Audit Implementation Act

Independent Auditor’s Report

To the Honorable Mayor and
Members of the City Council
City of Kannapolis, North Carolina

Report on Compliance for Each Major State Program

We have audited the City of Kannapolis, North Carolina’s, compliance with the types of compliance
requirements described in the Audit Manual for Governmental Auditors in North Carolina, issued by the
Local Government Commission, that could have a direct and material effect on each of the City of
Kannapolis' major State programs for the year ended June 30, 2016. The City of Kannapolis' major State
programs are identified in the summary of auditor’s results section of the accompanying Schedule of
Findings, Responses, and Questioned Costs.

Management’s Responsibility

Management is responsible for compliance with the requirements of laws, regulations, contracts, and
grants applicable to its State programs.

Auditor’s Responsibility

Our responsibility is to express an opinion on compliance for each of the City of Kannapolis' major State
programs based on our audit of the types of compliance requirements referred to above. We conducted
our audit of compliance in accordance with auditing standards generally accepted in the United States of
America; the standards applicable to financial audits contained in Government Auditing Standards, issued
by the Comptroller General of the United States; and applicable sections of the Title 2 U.S. Code of
Federal Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit
Requirements for Federal Awards (Uniform Guidance), as described in the Audit Manual for
Governmental Auditors in North Carolina, and the State Single Audit Implementation Act. Those
standards, Uniform Guidance and the State Single Audit Implementation Act require that we plan and
perform the audit to obtain reasonable assurance about whether non-compliance with the types of
compliance requirements referred to above that could have a direct and material effect on a major State
program occurred. An audit includes examining, on a test basis, evidence about the City of Kannapolis'
compliance with those requirements and performing such other procedures, as we considered necessary in
the circumstances.

730 13th Avenue Drive SE ¢ Hickory, North Carolina 28602 ¢ Phone 828-327-2727 ¢ Fax 828-328-2324
13 South Center Street ¢ Taylorsville, North Carolina 28681 ¢ Phone 828-632-9025 ¢ Fax 828-632-9085
Toll Free Both Locations 1-800-948-0585 ¢ Website: www.martinstarnes.com
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We believe that our audit provides a reasonable basis for our opinion on compliance for each major State
program. However, our audit does not provide a legal determination of the City of Kannapolis’
compliance.

Opinion on Each Major State Program

In our opinion, the City of Kannapolis complied, in all material respects, with the types of compliance
requirements referred to above that could have a direct and material effect on each of its major State
programs for the year ended June 30, 2016.

Report on Internal Control Over Compliance

Management of the City of Kannapolis is responsible for establishing and maintaining effective internal
control over compliance with the types of compliance requirements referred to above. In planning and
performing our audit of compliance, we considered the City of Kannapolis' internal control over
compliance with the types of requirements that could have a direct and material effect on a major State
program to determine the auditing procedures that are appropriate in the circumstances for the purpose of
expressing our opinion on compliance for each major State program and to test and report on internal
control over compliance in accordance with the Uniform Guidance, but not for the purpose of expressing
an opinion on the effectiveness of internal control over compliance. Accordingly, we do not express an
opinion on the effectiveness of the City’s internal control over compliance.

A deficiency in internal control over compliance exists when the design or operation of a control over
compliance does not allow management or employees, in the normal course of performing their assigned
functions, to prevent, or detect and correct, non-compliance with a type of compliance requirement of a
State program on a timely basis. A material weakness in internal control over compliance is a deficiency,
or a combination of deficiencies, in internal control over compliance, such that there is a reasonable
possibility that material non-compliance with a type of compliance requirement of a State program will
not be prevented, or detected and corrected, on a timely basis. A significant deficiency in internal control
over compliance is a deficiency, or combination of deficiencies, in internal control over compliance with
a type of compliance requirement of a State program that is less severe than a material weakness in
internal control over compliance, yet important enough to merit attention by those charged with
governance.

Our consideration of internal control over compliance was for the limited purpose described in the first
paragraph of this section and was not designed to identify all deficiencies in internal control over
compliance that might be significant deficiencies or material weaknesses. We did not identify any
deficiencies in internal control over compliance that we consider to be material weaknesses. However,
material weaknesses may exist that have not been identified.

The purpose of this report on internal control over compliance is solely to describe the scope of our

testing of internal control over compliance and the results of that testing based on the requirements of
Uniform Guidance. Accordingly, this report is not suitable for any other purpose.

Martins Ltornes € Qosocistis), CRAs, P .

Martin Starnes & Associates, CPAs, P.A.
Hickory, NC
October 24, 2016
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CITY OF KANNAPOLIS, NORTH CAROLINA

SCHEDULE OF FINDINGS, RESPONSES, AND QUESTIONED COSTS
FOR THE YEAR ENDED JUNE 30, 2016

Summary of Auditor’s Results

Financial Statements

Type of report the auditor issued on
whether the financial statements were
prepared in accordance with GAAP: Unmodified

Internal control over financial reporting:

® Material weaknesses identified? Yes X No

e Significant deficiencies identified? Yes X None reported

Non-compliance material to financial
statements noted? Yes X No

State Awards

Internal control over major State programs:

® Material weaknesses identified? Yes X No

e Significant deficiencies identified? Yes X None reported

Type of auditor’s report issued on
compliance for major State programs: Unmodified

Any findings disclosed that are required to
be reported in accordance with the State
Single Audit Implementation Act? Yes X No

Identification of major State programs:

Powell Bill
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CITY OF KANNAPOLIS, NORTH CAROLINA
SCHEDULE OF FINDINGS, RESPONSES, AND QUESTIONED COSTS
FOR THE YEAR ENDED JUNE 30, 2016
Financial Statements Findings
None reported
State Award Findings and Questioned Costs

None reported
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CITY OF KANNAPOLIS, NORTH CAROLINA

SCHEDULE OF PRIOR YEAR AUDIT FINDINGS
FOR THE YEAR ENDED JUNE 30, 2016

None
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CITY OF KANNAPOLIS, NORTH CAROLINA

SCHEDULE OF EXPENDITURES OF FEDERAL AND STATE AWARDS
FOR THE YEAR ENDED JUNE 30, 2016

State/ Pass-Through

Grant
Number

Federal (Direct
and Pass-Through)
Expenditures

Schedule F-1

Pass-Through
to Subrecipient
Expenditures

Federal
Grantor/Pass-Through CFDA
Grantor/Program Title Number
U.S. Department of Housing and
Urban Development:
Direct Program:
CDBG Entitlement Grants Cluster
2006 Block Grant - Entitlement Grant 14.218
2012 Block Grant - Entitlement Grant 14.218
2013 Block Grant - Entitlement Grant 14.218
2014 Block Grant - Entitlement Grant 14.218
2015 Block Grant - Entitlement Grant 14.218
Total CDBG Entitlement Grants Cluster
Passed Through City of Concord
2011 Home Investment Partnership Program 14.239
2013 Home Investment Partnership Program 14.239
2014 Home Investment Partnership Program 14.239
2015 Home Investment Partnership Program 14.239
2015 Home Investment Partnership Program - Program Income 14.239

Total U.S. Department of Housing and Urban Development

U.S. Department of Transportation:

Federal Highway Administration:

Passed Through NC Department of Transportation:

Highway Planning and Construction Cluster

Congestion Mitigation and Air Quality 20.205
Total Highway Planning and Construction Cluster

Total Assistance - Federal Awards
State Awards:

N.C. Department of Transportation:
Powell Bill

Golden Leaf Foundation - Project Jorden

Total Assistance - State Awards

Total Federal and State Awards

Notes to the Schedule of Federal and State Financial Awards

Note 1 - Basis of Presentation

B-13-MC-37-0017
B-14-MC-37-0017
B-15-MC-37-0017

M-11-DC-370209
M-13-DC-370209
M-14-DC-370209

M-15-DC-370209
M-15-DC-370209

45495.1.1

$ 142,549

45,423
31,563

110,558
158,401

488,494

15,295
5,000
82,492

715
13,969

117,471
605,965

48,000

18,754

18,754

624,719

48,000

$ 624,719

$ 48,000

The accompanying Schedule of Expenditures of Federal and State Awards (SEFSA) includes the federal and State grant activity of the City of Kannapolis under the programs of the federal government
and the State of North Carolina for the year ended June 30, 2016. The information in this SEFSA is presented in accordance with the requirements of Title 2 US Code of Federal Regulations Part 200,
Uniform Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards and the State Single Audit Implementation Act. Because the Schedule presents only a selected

portion of the operations of the City of Kannapolis, it is not intended to and does not present the financial position, changes in net position or cash flows of the City of Kannapolis.

Note 2 - Summary of Significant Accounting Policies

Expenditures reported in the SEFSA are reported on the modified accrual basis of accounting. Such expenditures are recognized following the cost principles contained in Uniform Guidance, wherein

certain types of expenditures are not allowable or are limited as to reimbursement.

City of Kannapolis has elected not to use the 10-percent de minimis indirect cost rate as allowed under the Uniform Guidance.
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