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September 10, 2021

Municipality of Charles Town
Jefferson County

101 East Washington Street
Charles Town, WV 25414

To the Members of Council:
Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the discretely
presented component units, each major fund, and the aggregate remaining fund information of the
Municipality of Charles Town, Jefferson County, West Virginia (the Municipality), as of and for the year
ended June 30, 2020, and the related notes to the financial statements, which collectively comprise the
Municipality’s basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for preparing and fairly presenting these financial statements in accordance
with accounting principles generally accepted in the United States of America; this includes designing,
implementing, and maintaining internal control relevant to preparing and fairly presenting financial
statements that are free from material misstatement, whether due to fraud or error.

Auditor's Responsibility

Our responsibility is to opine on these financial statements based on our audit. We audited in accordance
with auditing standards generally accepted in the United States of America and the financial audit
standards in the Comptroller General of the United States’ Government Auditing Standards. Those
standards require us to plan and perform the audit to reasonably assure the financial statements are free
from material misstatement.

An audit requires obtaining evidence about financial statement amounts and disclosures. The procedures
selected depend on our judgment, including assessing the risks of material financial statement
misstatement, whether due to fraud or error. In assessing those risks, we consider internal control
relevant to the Municipality's preparation and fair presentation of the financial statements in order to
design audit procedures that are appropriate in the circumstances, but not to the extent needed to opine
on the effectiveness of the Municipality's internal control. Accordingly, we express no such opinion. An
audit also includes evaluating the appropriateness of management’s accounting policies and the
reasonableness of their significant accounting estimates, as well as our evaluation of the overall financial
statement presentation.

We believe the audit evidence we obtained is sufficient and appropriate to support our audit opinions.

Tax - Accounting — Audit — Review — Compilation — Agreed Upon Procedure — Consultation — Bookkeeping — Payroll — Litigation Support — Financial Investigations
Members: American Institute of Certified Public Accountants
* Ohio Society of CPAs » West Virginia Society of CPAs ¢ Association of Certified Fraud Examiners ® Association of Certified Anti-Money Laudering Specialists ®
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Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, the discretely presented component units,
each major fund, and the aggregate remaining fund information of the Municipality of Charles Town, West
Virginia, as of June 30, 2020, and the respective changes in financial position thereof and the respective
budgetary comparisons for the General and Coal Severance Tax Funds thereof for the year then ended in
accordance with the accounting principles generally accepted in the United States of America.

Emphasis of Matter

As discussed in Note 18 to the financial statements, the financial impact of COVID-19 and the ensuing
emergency measures will impact subsequent periods of the Municipality. We did not modify our opinion
regarding this matter.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require this presentation to
include Management’s discussion and analysis, schedules of net pension and OPEB liabilities and
pension and OPEB contributions listed in the table of contents, to supplement the basic financial
statements. Although this information is not part of the basic financial statements, the Governmental
Accounting Standards Board considers it essential for placing the basic financial statements in an
appropriate operational, economic, or historical context. We applied certain limited procedures to the
required supplementary information in accordance with auditing standards generally accepted in the
United States of America, consisting of inquiries of management about the methods of preparing the
information and comparing the information for consistency with management’s responses to our inquiries,
to the basic financial statements, and other knowledge we obtained during our audit of the basic financial
statements. We do not opine or provide any assurance on the information because the limited procedures
do not provide us with sufficient evidence to opine or provide any other assurance.

Supplementary and Other Information
Our audit was conducted to opine on the Municipality’s basic financial statements taken as a whole.

The supplementary information of the Combining Balance Sheet — Nonmajor Governmental Funds and
the Combining Statement of Revenue, Expenditures and Changes in Fund Balances — Nonmajor
Governmental Funds are presented for purposes of additional analysis and are not a required part of the
basic financial statements of the Municipality.

This information is management’s responsibility, and derives from and relates directly to the underlying
accounting and other records used to prepare the basic financial statements. We subjected the schedules
to the auditing procedures we applied to the basic financial statements. We also applied certain additional
procedures, including comparing and reconciling the schedules directly to the underlying accounting and
other records used to prepare the basic financial statements or to the basic financial statements
themselves in accordance with auditing standards generally accepted in the United States of America. In
our opinion, these schedules are fairly stated in all material respects in relation to the basic financial
statements taken as a whole.
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Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated September 10,
2021, on our consideration of the Municipality’s internal control over financial reporting and our tests of its
compliance with certain provisions of laws, regulations, contracts and grant agreements and other
matters. That report describes the scope of our internal control testing over financial reporting and
compliance, and the results of that testing, and does not opine 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 Municipality’s internal control over financial reporting and
compliance.

%%/M%/ AC.

Perry & Associates
Certified Public Accountants, A.C.
Marietta, Ohio



Municipality of Charles Town, West Virginia
MANAGEMENT’S DISCUSSION AND ANALYSIS
June 30, 2020
(Unaudited)

The discussion and analysis of the Municipality of Charles Town’s financial performance provides
an overview and analysis of the Municipality’s financial activities for the fiscal year ended June
30, 2020. It should be read in conjunction with the accompanying accountant’s compilation report
and the accompanying basic financial statements. The Charles Town Utility Board, component
unit of the Municipality of Charles Town, has presented a Management’s Discussion and
Analysis in its separately issued financial statements.

FINANCIAL HIGHLIGHTS

Net position of the governmental activities increased by $0.5 million to $10.7 million at June 30,
2020. The components of the increase consist of a decrease of $0.4 million in revenues, a
decrease of $1.1 million in expenses and a deficit reduction of $0.2 million.

The COVID-19 pandemic had a direct effect on consumer based taxes and other revenues
during 2020. Consumer based business and occupation and other taxes decreased $0.1
million, table gaming allocations decreased $0.1 million and video lottery allocations decreased
$0.2 million. The Municipality was able to offset a portion of the financial effect of the COVID-19
pandemic with $0.1 million of grant revenues established by the federal CARES Act.

During the year, the Municipality had expenses for governmental programs that were $4.4
milion more than the $0.3 milion generated by governmental program revenues and
intergovernmental aid. The remaining cost of governmental activities was financed with
general revenues, which totaled $5.0 million this year.

The governmental funds ended the year with a fund balance of $7.9 million which is a increase
of $0.3 million from 2019.

Municipality revenues decreased $0.4 million compared with 2019 because of factors discussed
previously. Expenses decreased approximately $1.1 million with the largest factor being
contributions made to the Building Commission for construction of the Municipal annex facility in
2019 of $900,000. The Municipality received $0.1 million in grant funding in both 2020 and 2019.

The Utility Board acquired the net assets of JCPSD on January 1, 2019. The acquisition did
not require any financial consideration to be paid to JCPSD by the Utilty Board. As part
of the acquisition, the Utility Board agreed to substitute existing bond debt of JCPSD with
newly issued or assigned bond debt of the Utility Board. The debt substitution increased the
Utility Board’s bond debt by $6.5 million. The acquisition resulted in an increase in water net
assets of $1.1 million and an increase in sewer net assets of $7.6 million. On January 1,
2019, 114 JCPSD water customers and 2,631 JCPSD sewer customers became customers of
the Utility Board.

The Municipality’s contractual payments to pension and other benefit plans remained constant
at $0.25 million for both 2020 and 2019.

The Municipality repaved streets in 2020 with a cost of $.16 million compared to no repaving in
2019.
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Municipality of Charles Town, West Virginia
MANAGEMENT’S DISCUSSION AND ANALYSIS
June 30, 2020
(Unaudited)
MUNICIPALITY AS A WHOLE

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

These two statements report the Municipality’s net position and changes to it. You can think of the
Municipality’s net position-the difference between assets and deferred outflows and liabilities and
deferred inflows - as one way to measure the Municipality’s financial health or financial position.
Over time, increases or decreases in the Municipality’'s net position, is one indicator of whether its
financial health is improving or deteriorating. You will need to consider other nonfinancial factors,
however, such as changes in the Municipality’s property tax base, debt structure and the condition
of the Municipality’s infrastructure, to assess the overall health of the Municipality.

In the Statement of Net Position and the Statement of Activities, the Municipality reports the
Governmental Activities and Component Units. The business-type activities are found in the
Municipality's component units, the Municipality of Charles Town Building Commission and the
Charles Town Utility Board. The Charles Town Utility Board issues separate financial statements.

Governmental activities-Most of the Municipality’s basic services are reported here, including the
police, streets, culture and recreation, social services, and general administration. Taxes, licenses
and permits, fees, fines and forfeits, lottery and table gaming revenues, and general revenues
finance most of these activities.

Reporting the Municipality’s Most Significant Funds

The fund financial statements provide detailed information about the most significant funds-not the
Municipality as a whole. Some funds are required to be established by State law and by bond
covenants. However, the Municipality Council establishes many other funds to help it control and
manage money for particular purposes or to show that it is meeting legal responsibilities for using
certain taxes, grants, and other money. The Municipality uses the governmental fund types.

Governmental funds -The majority of the Municipality’s basic services are reported in governmental
funds, which focus on how money flows into and out of those funds and the balances left at year-
end that are available for spending. These funds are reported using an accounting method
identified as the modified accrual basis of accounting, which measures cash and all other financial
assets that can readily be converted to cash. The governmental fund statements provide a detailed
short-term view of the Municipality’s general government operations and the basic services it
provides. Governmental fund information helps determine whether there are more or fewer
financial resources that can be spent in the near future to finance the Municipality’s programs.
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Municipality of Charles Town, West Virginia
MANAGEMENT’S DISCUSSION AND ANALYSIS
June 30, 2020
(Unaudited)

MUNICIPALITY AS A WHOLE (continued)

The Municipality as Trustee

The Municipality is the trustee for the policeman’s pension and relief fund. The Municipality’s.
fiduciary activities related to this pension fund are reported in separate Statements of Fiduciary Net
Position and Changes in Fiduciary Net Position. These activities are excluded from the
Municipality’s other financial statements because the Municipality cannot use these assets to
finance its operations. The Municipality is responsible for ensuring that the assets reported in this
fund are used to provide pension benefits to eligible participants.

Net Position and Activities

The Municipality’s combined net position increased $0.5 million ($10.7 million for 2020, $10.2
million for 2019) compared to the prior year. Unrestricted net position, the part of net position that
can be used to finance day-to-day operations without constraints established by debt covenants,
enabling legislation, or other legal requirements, increased from $5.7 million at June 30, 2019, to
$6.2 million at the end of this year. Reviewing the net position and net expenses of governmental
activities provides more detail about this change. The analyses below focus on the net position
and changes in net position of the Municipality’s governmental activities.

Statements of Net Position
June 30, 2020 and 20189

(in Millions)
2020 2019
Current and other assets $ 8.3 $ 8.7
Capital assets 44 43
Deferred outflows of resources 04 0.3
Total assets and deferred outflows $ 13.1 $ 13.3
Long-term liabilities $ 1.5 $ 1.7
Other liabilities 0.5 1.0
Deferred inflows of resources 04 0.4
Total liabilities and deferred inflows 24 3.1
Net investment in capital assets 4.4 4.4
Restricted 0.1 0.1
Unrestricted 6.2 5.7
Total net position 10.7 10.2
Total liabilities, deferred inflows, and net position $ 13.1 $ 13.3




Municipality of Charles Town, West Virginia
MANAGEMENT’S DISCUSSION AND ANALYSIS
June 30, 2020
(Unaudited)

MUNICIPALITY AS A WHOLE (continued)

Net Position and Activities (continued)

Statements of Activities
For the years ended June 30, 2020 and 2019

(in Millions)
Governmental Activities
2020 2019
Revenues

Program revenues:
Charges for services $ 0.2 $ 0.2
Operating grants and contributions 0.1 0.1
Capital grants and contributions
General revenues:
Taxes 34 3.5
Licenses and permits 0.1 0.1
Fines, forfeits and confiscated property 0.3 0.3
Fees 0.1 0.1
Table gaming 02 0.3
Video lottery 0.6 0.8
Other general revenues 02 0.2

Total revenues 52 5.6

Expenses

General government 1.8 22
Public safety 20 23
Highways and streets 0.7 1.0
Culture and recreation/social services 0.2 0.3

Total expenses 47 5.8

Change in net position $ 0.5 $ (0.2)

Revenues for the Municipality’s governmental activities decreased by 7 percent ($0.4 million), while
total expenses decreased by $1.1 million or 19 percent. The factors driving these results include

the following:
a) The Municipality’s governmental revenue sources decreased primarily as a result
of the COVID-19 pandemic.
b) The Municipality's governmental expenses decreased ($1.1 million) because of

contributions of $0.9 million for the new municipal annex in 2019 compared to no
contribution in 2020.



Municipality of Charles Town, West Virginia
MANAGEMENT’S DISCUSSION AND ANALYSIS

June 30, 2020
(Unaudited)

MUNICIPALITY AS A WHOLE (continued)

Net Position and Activities (continued)

The cost of all governmental activities this year was $4.7 million. As shown in the Statement of
Activities, the amount that taxpayers ultimately financed for these activities through general
revenues was $4.4 million because some of the cost was paid by those who directly benefitted from
the programs ($0.2 million) or by other governments and organizations that subsidized certain
programs with grants and contributions ($0.1 million).

Governmental Funds

As the Municipality completed the year, the governmental funds (as presented in the balance
sheet) reported a combined fund balance of $7.9 million, which is an increase of $0.3 million from
the previous year.

General Fund Budgetary Highlights

Over the course of the year, the Municipality’s Council made occasional revisions to the
Municipality budget. These budget amendments were made to reflect anticipated funding changes
in the Municipality’s operations.

Even with the effects of the COVID-19 pandemic, the Municipality’s general fund actual revenues
were under budgeted revenues by only $0.1 million and general fund expenditures were less than
budgeted expenditures by $0.6 million.

CAPITAL ASSET AND DEBT AND LONG-TERM LIABILITY ADMINISTRATION (in Millions)
Capital Assets

Capital assets of the Governmental Activities consisted of the following:

Governmental Activities

2020 2019
Land $ 0.7 $ 07
Land improvements 46 4.5
Buildings and improvements 23 22
Leasehold improvements 0.1 0.1
Equipment and vehicles 29 26
Total 10.6 101
Accumulated depreciation 6.2) (5.8)
Capital assets, net of accumulated depreciation $ 4.4 $ 43

10



Municipality of Charles Town, West Virginia
MANAGEMENT’S DISCUSSION AND ANALYSIS

June 30, 2020
(Unaudited)

CAPITAL ASSET AND DEBT AND LONG-TERM LIABILITY ADMINISTRATION (in
Millions) (continued)

This year's major additions included

Street repaving $ 0.2
Building roofing 0.1
Police equipment - communication, cameras and parking meters 0.1
Vehicles including outfitting 0.1

Total $ 05

Capital assets of the Building Commission consisted of the following:

Building Commission

2020 2019

Land $ 17 $ 1.7
Buildings and improvements 51 51
Land improvements 0.1 0.1
Roads 1.0 1.0
Equipment : 0.3 03

Total 8.2 8.2

Accumulated depreciation (1.8) (1.6)

Capital assets, net of accumulated depreciation $ 6.4 $ 6.6

This year's major additions:

None

Debt and Long-Term Liabilities

The governmental activities had no fixed debt obligations at June 30, 2020 and 2019. Other long-
term liabilities consisted of the following:

2020 2019
Accrued compensated absences $ 0.1 $ 0.1
Collective net pension liability 1.0 11
Net other post employment benefit liability 0.4 0.5

Total $ 15 $ 17
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Municipality of Charles Town, West Virginia
MANAGEMENT’S DISCUSSION AND ANALYSIS
June 30, 2020
(Unaudited)

CAPITAL ASSET AND DEBT AND LONG-TERM LIABILITY ADMINISTRATION (in Millions)
(continued)

Debt and Long-Term Liabilities (continued)

The Charles Town Building Commission fixed debt consisted of the following at June 30, 2020 and
2019:

Building Commission

2020 2019
Series 2015A and 2015B Lease Revenue Bonds (Charles Washington Hall) $ 315 $ 36
Series 2017A Lease Revenue Bonds (Municipal Annex) 20 20

Total $ 5.5 $ 5.6

The Charles Town Building Commission had no long-term liabilities except fixed debt.

ECONOMIC FACTORS

The Municipality’s elected and appointed officials considered many factors when setting the fiscal-
year 2021 budget and tax rates. One of those factors is the economy. The County’s population
has a direct impact on the Municipality’'s economic growth.

The Municipality of Charles Town is optimistic about its potential for economic growth in the future
but is also aware that the continuing financial effects of the COVID-19 pandemic will negatively
impact financial operations. The increasing population, infrastructure improvements, annexations,
and procurement of grants and other funding sources are all positive indicators for continued
economic growth in the Municipality of Charles Town.

CONTACTING THE MUNICIPALITY’S FINANCIAL MANAGEMENT

This financial report is designed to provide citizens, taxpayers, customers, and investors and
creditors with a general overview of the Municipality’s finances and to show the Municipality’s
accountability for the money its receives. If you have questions about this report or need additional
financial information, contact the City Manager at City Hall 101 E. Washington Street, Charles
Town, West Virginia.
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Assets:
Cash and cash equivalents
Restricted cash
Accounts receivable
Accrued revenue
Due from primary government/component units
Inventory
Investments
Loan to Charles Town Utility Board
Development fee receivable
Capital assets not being depreciated
Capital assets being depreciated, net
Prepaid bond insurance

Total assets

Deferred outflows of resources:
Defined benefit pension plan contributions
Other post employment plan contributions
Collective deferred outflows related to pensions
Collective deferred outflows related to other post
post employment plan
Unamortized amounts from refunding of debt

Total deferred outflows

Total assets and deferred outflows

Liabilities:
Accounts payable
Accrued expenses
Accrued interest
Customer advances for construction
Due to primary government/component units
Customer deposits
Developer bonds held
Compensated absences
Loan from City of Charles Town
_Net other post employment benefit liability
Net pension liabilities
Long-term debt:
Due within one year
Due in more than one year

Total liabilities
Deferred inflows of resources
Collective deferred inflows related to other post
employment benefit plan
Collective deferred inflows related to pensions

Total deferred inflows

Total liabilities and deferred inflows

Net investment in capital assets
Restricted by debt/construction
Restricted by regulations
Unrestricted

Total net position

Municipality of Charles Town, West Virginia

STATEMENT OF NET POSITION
June 30, 2020

PRIMARY DISCRETELY PRESENTED
GOVERNMENT COMPONENT UNITS
GOVERNMENTAL BUILDING uTILITY
ACTIVITIES COMMISSION BOARD
ASSETS AND DEFERRED OUTFLOWS OF RESOURCES
$ 6183398 469,141 $ 2,779,719
192,859 352,115 10,164,525
873,251 . 320,959
: - 893,423
53,965 19,813 =
- - 96,371
536,569 - .
525,451 . -
- 718,615 .
727,662 1,771,066 8,685,369
3,656,884 4,642,363 64,492,143
. - 168,203
12,750,039 7,973,113 87,600,712
202,135 . 176,926
52,895 . 55,761
64,965 = 57,667
31,192 . 124,519
- - 411,231
351,187 - 826,104
$ 13101226 _§ 7973113 § 88,426,816
LIABILITIES AND DEFERRED INFLOWS OF RESOURCES
$ 151,044  § 1,961 $ 275,667
105,733 - 40,207
- 13,940 188,844
. - 10,500,000
19,813 53,965 -
20,208 - 247,589
107,157 . -
127,550 - 128,692
- - 525,451
431,790 - 511,370
973,645 : 260,340
133,502 2,274,045
5.330.753 39,979,267
1,936,940 5,534,121 54,931,472
216,293 - 292,270
210,314 - 230.174
426,607 . 522.444
2,363,547 5,534,121 55,453,916
NET POSITION
4,384,546 949,174 23,563,178
. 352,115 6,311,252
85,702 - -
6,267,431 1,137.703 3,098,470
10,737,679 2,438,992 32,972,900
$ 13101226 § 7973113 S 88.426.816

Total liabilities, deferred inflows and net position

See accompanying notes

13



FUNCTIONS/PROGRAMS
PRIMARY GOVERNMENT
Governmental activities:
General government
Public safety
Streets and transportation
Culture and recreation

Total governmental activities

DISCRETELY PRESENTED
COMPONENT UNITS
Building Commission
Utility Board

Total discretely presented
component units

Municipality of Charles Town, West Virginia

STATEMENT OF ACTIVITIES
For the year ended June 30, 2020

PROGRAM NET (EXPENSES) REVENUES AND
REVENUES CHANGES IN NET POSITION
PRIMARY DISCRETELY PRESENTED
OPERATING CAPITAL GOVERNMENT COMPONENT UNITS
CHARGES FOR GRANTS AND GRANTS AND GOVERNMENTAL BUILDING UTILITY
EXPENSES SERVICES CONTRIBUTIONS CONTRIBUTIONS ACTIVITIES COMMISSION BOARD
$ 1,787,985 $ - $ 104,651 $ - $ (1,683,334) $ - $ .
1,999,750 - - 4,000 (1,995,750) - -
757,728 153,122 - - (604,606) - -
185,141 20,094 - - (165,047) - -
$ 4,730.604 $ 173,216 $ 104,651 $ 4,000 (4,448,737) - -
$ 428,582 $ 368,696 $ - $ - - (59,886) -
9.889.737 10.126.439 - 284.627 - - 521.329
$10.318.319 $ 10.495.135 $ - $ 284,627 (59,886) 521,329
General revenues:
Taxes 3,416,124 - -
Licenses and permits 80,036 -
Fines, forfeits and confiscated property 295,508 - -
Fees 142,021 - -
Interest and investment earnings 79,806 1,904 92,450
Table gaming 200,298 - -
Video lottery 582,286 - -
Reimbursements 111,049 - -
Rentals 55,237 - 456,903
Miscellaneous 51111 - 87,827
Total general revenues 5,013.476 1.904 637,180
Change in net position 564,739 (57,982) 1,158,509
Net position at beginning of year 10,172.940 2.496,974 31,814,391
Net position at end of year $ 10,737,679 $ 2.438,992 $ 32,972,900

See accompanying notes.
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ASSETS

Cash

Restricted cash

Investments

Receivables, net of allowances:
Taxes

Accounls

Grants

Due from other funds

Due from component units

Loan to Charles Town Utility Board

Total assets
LIABILITIES AND FUND BALANCES

Liabilities:
Accounts payable
License fees and deposits
Other accrued expenses
Developer bonds held
Due to other funds
Due to component units

Total liabilities

Fund balances:
Nonspendable
Restricted
Committed
Assigned
Unassigned

Total fund balances

Total liabilities and fund balances

Municipality of Charles Town, West Virginia
BALANCE SHEET - GOVERNMENTAL FUNDS
June 30, 2020

COAL CAPITAL SALES BOND OTHER
GENERAL  SEVERANCE  RESERVE RESIDUAL TAX ESCROW GOVERNMENTAL
FUND FUND FUND FUND FUND FUND FUNDS TOTALS
$ 1,404,237 $ 64372 $2,369,302 $ 207,374 $2,053,036 $ - $ 85077 § 6,183,398
. . - - . 109,451 83,408 192,859
- 536,569 - - . 536,569
430,386 2,296 - 291,591 724,273
39,152 . - . . . . 39,152
82,826 - - - - . . 82,826
77,243 159,341 35,632 - 408 2,676 275,300
. 53,965 - - . . 53,965
- 525,451 - . . 525,451
§2,033,844 S 66,668 _&582608 $ 1,305,026 $2,344 627 $109,859 $ 171,161 $ 8,613,793
$ 74,017 $ $ 70314 $ - $ $ $ 6713 § 151,044
20,208 - - - - . - 20,208
105,733 . - - . - - 105,733
- - . . 107,157 - 107,157
197,351 77,243 . 706 275,300
19,813 - - - - 19,813
417,122 - 147,557 - - 107,157 7,419 679,255
- - - - 2,702 83,408 86,110
- . 2,435,051 1,305,026 2,344,627 . - 6,084,704
1,616,722 66,668 . - - - 80,334 1,763,724
1,616,722 66,668 2.435.051 1,305,026 2,344 627 2,702 163,742 7,934,538
$2,033.844 § 66,669 $2,582,608 $1.305.026 $2.344.627 $ 109.859 $ 171,161
Amounts reported for governmental activities
in the statement of net position are different
because:
Capital assets used in governmental
activities are not financial resources and
therefore are not reported in lhe funds 4,384,546
Other long-term assets are not availabie
to pay for current period expenditures
and therefore are deferred in the funds 27,000
Deferred inflows and outflows of resources related
to pension activity are not required to be reported in
the funds but are required to be reported at the
government-wide level 56,786
Deferred inflows and outflows of resources related
to other post employment benefit plan activity are not required
to be reported in the funds but are required to be reported at the
governmen kwide level (132,206)
Long-term liabilities are not due and
payable in the current period and
therefore are not reported in the funds (1,532.985)

Net position of governmental activities.

See accompanying notes
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REVENUES
Taxes (including interest and penalties)
Licenses and permits
Intergovemmentat:
Federal
Slate
Grants and contributions
Charges for services
Fines and forfeils
Street paving fees
Franchise fees
Interesl
Dividends
Gain (loss) on investmenis
Video lotlery
Gaming income
Fees
Reimbursemenls
Confiscated property
Miscellaneous

Total revenues
EXPENDITURES
General government
Public safety
Streets and transportation
Culture and recreation
Total expenditures
Excess (deficiency) of revenues over expenditures
Other linancing sources (uses):
Transfers from olher funds
Transfers 1o other funds
Total other financing sources (uses)
Net change in fund balance

Fund balance at beginning of year

Fund balance at end of year

Municipality of Charles Town, West Virginia

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES -

GOVERNMENTAL FUNDS
For the year ended June 30, 2020

COAL CAPITAL SALES BOND OTHER
GENERAL SEVERANCE RESERVE RESIDUAL TAX ESCROW GOVERNMENTAL
FUND FUND FUND FUND FUND FUND FUNDS TOTALS

$ 2,239,617 5 - 8 - §1188973 -8 $ 3,428,590
80,036 - - - - - 80,036
82,826 - . - 82,826
5,940 13,385 - - " . 19,325

- - 4,000 - - 2,500 6,500

79,240 = - 20,094 99,334
295,508 - . 295,508
129,119 . - 129,119
62,072 - - - . - . 82,072
17,027 636 17,008 8,760 26,775 1,200 1,871 73,297

- - - 6,036 . - . 6,036

- - - 473 - . 473

582,266 - - . - . 582,266
200,298 - . - - . - 200,298
59,949 - . - - 59,949
111,049 - 111,049

- - - - - 8,304 8,304

54,337 - - - - 2,116 56,453
4,018,304 14,021 21,008 15,289 1,215,748 1,200 34,885 5321455
1,331,000 - 120,838 5,862 324,716 . . 1,762,416
1,995,977 . 330,018 - - . 2,325,995
511,589 194,642 - . 706,231
56,724 e - : 107,513 164,237
3,895,290 - 645,498 5,862 324,716 107,513 4978.879
124,014 14,021 1824.490) 9,427 891,032 1,200 (72,628). 342 576
925,000 896,647 . S : 79,735 1,903,382
1978 362) - . {925,000} . - {1,903,382)

(53,362) - 898,647 - 925,000} - 79,735

70,632 14,021 274,157 9,427 (33,966) 1,200 7107 342,576
1,546,090 52,647 2,160,894 1,295,599 2,378,595 1,502 156,635 7,591,962

S 1.616722 66668 S 2435051 S 1305026  § 2344627 & 2702 § 163,742 S 7,934,538

See accompanying notes
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' Municipality of Charles Town; West Virginia
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN
FUND BALANCES OF GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES

For the year ended June 30, 2020

Net change in fund balance - total governmental funds

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

Governmental funds report capital outlays as expenditures.
However, in the statement of activities the cost of these assets
is allocated over their estimated useful lives and reported as
depreciation expense.

Capital outlays
Depreciation expense

Amount capital outlays exceeded
depreciation expense in the current period.

Revenues in the statement of activities that do not provide
current financial resources are not reported as revenues in
governmental funds. Deferred revenues decreased by this
amount in the current period.

Certain pension expenses in the statement of activities are
recognized on the accrual basis of accounting in accordance
with GASB No. 68

Amount of pension expenditures at fund modified level
Amount of pension expenses recognized at government-wide
level

Amount contractual retirement payments exceeded pension
expense in the current period.

Certain other post employment benefit expense in the statement
of activities is recognized on the accrual basis of accounting
in accordance with GASB No. 75

Amount of other post employment benefits expenditures at fund level
Amount of other post employment benefit expense (income)
recognized at government -wide level

Amount that other post employment benefit payments exceeded
other post employment benefit expense (income) in the current period

Expenses in the statement of activities that do not require
the use of current financial resources are not reported as
expenditures in governmental funds. Accrued compensated
absences increased by this amount in current period.

Change in net position of governmental activities.

See accompanying notes.
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$ 342576

$ 487,495
(457,460)

30,035

(18,677)

293,674

138.596

155,078

52,895

(14,601)

67,496

(11,769)
$ 564,739



Municipality of Charles Town, West Virginia
STATEMENT OF FIDUCIARY NET POSITION
June 30, 2020

Policemen's
Pension and
Relief
ASSETS
Cash - $ 96,058
Accounts receivable - investments 3,029
Investments 412,272
State allocation receivable 11,460
Total assets $ 522819
LIABILITIES AND NET POSITION
Liabilities: $ -
Net position:

Restricted for pension benefits 522,819
Total liabilities and net position $ 522,819

See accompanying notes.
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Municipality of Charles Town, West Virginia

STATEMENT OF CHANGES IN FIDUCIARY NET POSITION

For the year ended June 30, 2020

ADDITIONS
Contributions:
Employer
State of West Virginia

Total contributions
Investment income:
Realized and unrealized gains (losses)
Interest and dividends
Other investment income
Investment expense

Net investment income

Other income:
Accident reports

Total other income
Total additions
DEDUCTIONS
Benefits
Administrative expense

Total deductions

Change in net position

Net position restricted for pension benefits:

Beginning of year

End of year

See accompanying notes.
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Policemen's
Pension and

Relief

$ 73,756
11,460

85,216

1,153
13,161
3,029

_ (4257)

13,086

6.325
6,325
104,627

85,250
993

86,243

18,384

504,435

$ 522,819



Municipality of Charles Town, West Virginia
NOTES TO THE FINANCIAL STATEMENTS
June 30, 2020

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Reporting Entity

The Municipality of Charles Town, West Virginia (“Municipality”) is a municipal corporation in
which citizens elect the mayor at large and eight council members. The Municipality engages in
a comprehensive range of services, including general government administration, public safety,
administration of justice, water and sewer services, transportation, planning, community
development, recreation, cultural and historic activities, and social services.

The accounting policies and the presentation of the financial report of the Municipality has been
designed to conform to generally accepted accounting principles as applicable to government
units, in accordance with the Governmental Accounting Standards Board (GASB).

The Municipality follows the Governmental Accounting Standards Board (GASB) Standards for
financial reporting. Certain significant components of the Standards include the following:

° A Management Discussion and Analysis (MD&A) section providing an analysis of
the Municipality’s overall financial position and results of operations.

° Financial statements prepared using full accrual accounting for all of the
Municipality’s activities. .

° Fund financial statements that focus on major funds.

These financial statements present all fund types of the City and its discretely presented
component units.

Individual Component Unit Disclosure

The criteria for including component units consists of identification of legally separate
organizations for which the elected officials of the Municipality are financially accountable. This
criteria also includes identification of organizations for which the nature and significance of their
relationship with the primary government are such that exclusion would cause the reporting
entity's financial statements to be misleading or incomplete. Blended component units,
although legally separate entities, are in substance, part of the government’'s operations and so
data from these units are combined with data of the primary government. Discretely presented
component units are reported in a separate column in the government-wide financial statements
to emphasize that they are legally separate from the government.

The Municipality had no blended component units as of and for the year ended June 30, 2020.

The Municipality of Charles Town Building Commission (“Building Commission”) and the
Charles Town Utility Board (‘Utility Board”) are governed by boards appointed by the
Municipality's Council. While legally separate from the Municipality, they are reported as part
of the reporting entity under the discretely presented method because the Municipality's elected
officials are financially accountable for the Building Commission and the Utility Board. The
Municipality Council has the power to approve, disapprove, or modify budgets and financial
operations of the Building Commission and the Utility Board. Separate financial information can
be obtained from the Building Commission and the Utility Board.
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Municipality of Charles Town, West Virginia
NOTES TO THE FINANCIAL STATEMENTS (continued)
June 30, 2020

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Parks and Recreation Fund

The Parks and Recreation fund is not a legally separate organization but does have a separate
board of directors and federal employer identification number. The fund relies on financial
support from the City and daily operations are managed by City employees. The fund does not
meet the criteria to be considered a component unit.

Related Organizations

The Municipality’s officials are also responsible for appointing the members of the boards of
various organizations, but the Municipality’'s accountability for these organizations does not
significantly extend beyond making the appointments. The Municipality is not financially
accountable for the organizations to which these appointments are made.

Government-wide and Fund Financial Statements

The financial statements include both government-wide (based on the Municipality as a whole)
and fund financial statements. Under this reporting model, the focus is on both the Municipality
as a whole and the fund financial statements, including the major funds of the governmental and
business-type categories, as well as the fiduciary funds, (by fund type) and the component
units. Both the government-wide and fund financial statements (within the basic financial
statements) categorize primary activities as either governmental or business-type, as
applicable. In the government-wide Statement of Net Position, both the governmental and
business-type activities columns, as applicable, (a) are presented on a consolidated basis by
column, and (b) are reflected in a full accrual, economic resource basis, which incorporates
long-term assets and receivables as well as long-term debt and obligations. Each presentation
provides valuable information that can be analyzed and compared (between years and between
governments) to enhance the usefulness of the information.

The government-wide Statement of Activities reflects both the gross and net cost per functional
category (general government, public safety, highways and streets, culture and recreation, etc.)
that are otherwise being supported by general government revenues (property, business and
occupation taxes, certain intergovernmental revenues, fines, permits and charges, etc.). The
Statement of Activities reduces gross expenses (including depreciation) by related program
revenues, operating and capital grants and contributions. The program revenues must be
directly associated with the function (general government, public safety, highways and streets,
culture and recreation, etc.) or a business-type activity, as applicable. Program revenues
include 1) charges to customers for applicants who purchase, use, or directly benefit from
goods, services, or privileges provided by a given function, and 2) grants and contributions that
are restricted to meeting the operation or capital requirements of a particular function or activity.
Taxes and other items not properly included among program revenues are reported as general
revenues. The Municipality does not allocate indirect expenses. The operating grants include
operating - specific and discretionary (either operating or capital) grants while the capital grants
column reflects capital - specific grants and contributions.

In the fund financial statements, financial transactions and accounts of the Municipality are
organized on the basis of funds. The operation of each fund is considered to be an
independent fiscal and separate accounting entity, with a self-balancing set of accounts
recording cash and/or other financial resources together with all related liabilities and residual
equities or balances, and changes therein, which are segregated for the purpose of carrying on
specific activities or attaining certain objectives in accordance with special regulations,
restrictions, or limitations. The fund statements are presented on a current financial resources
and modified accrual basis of accounting. This is the manner in which these funds are normally
budgeted. Since the governmental fund statements are presented on a different measurement
focus and basis of accounting than the government-wide statements’ governmental column, a
reconciliation is presented which briefly explains the adjustments necessary to reconcile the
fund financial statements to the governmental column of the government-wide financial
statements.
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Municipality of Charles Town, West Virginia
NOTES TO THE FINANCIAL STATEMENTS (continued)
June 30, 2020

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Government-wide and Fund Financial Statements (continued)

The emphasis in fund financial statements is on major funds in the governmental categories.
Non-major funds by category are summarized into a single column. GASB Standards set forth
minimum criteria (percentage of assets, liabilities, revenues or expenditures/expenses of either
fund category or the governmental categories combined) for the determination of major funds.

Municipality management may electively add funds as major funds, when it is determined the
funds have specific community or management focus. The coal severance fund has been
electively added as a major fund.

The Municipality's fiduciary funds are presented in the fund financial statements by type
(pension). Since, by definition, these assets are being held for the benefit of a third party
(pension participants) and cannot be used to address activities or obligations of the
government, these funds are not incorporated into the government - wide statements.

The following is a brief description of the specific funds used by the Municipality:
Governmental Funds

Governmental funds are those through which most governmental functions typically are
financed. Governmental funds are reported using the current financial resource
measurement focus and the modified accrual basis of accounting. Revenues are
recognized as soon as they are both measurable and available. Revenues are
considered to be available when they are collected within a current period or soon
enough thereafter to pay liabilities of the current period. For this purpose, the
Municipality considers revenues to be available if they are collected within sixty days of
the end of the current fiscal year. Expenditures generally are recorded when a liability is
incurred, as under accrual accounting. However, debt service expenditures, as well as
expenditures related to compensated absences and claims and judgments, are recorded
only when payment is due.

General Fund

The general fund is the primary operating fund of the Municipality. This fund is used to
account for all financial transactions and resources except those required to be
accounted for in another fund. Revenues are derived primarily from property and other
local taxes, state and federal distributions, licenses, permits, charges for service,
interest, and other income.

Special Revenue Funds

Special revenue funds account for revenue derived from specific sources (other than
major capital projects) that are restricted by legal and regulatory provisions to finance
specific activities. The special revenue funds, except for the coal severance fund,
capital reserve fund, residual fund, sales tax fund, and bond escrow fund are considered
non-major funds for reporting purposes. The coal severance fund is used to account for
the funds received from the State of West Virginia that are derived from the coal
severance tax. The capital reserve fund is used to administer the capital grant and bond
and loan monies received for capital improvements. The sales tax fund is used to
account for the Municipality's 1% sales tax including allowable uses of sales tax
revenue. The bond escrow fund is used to administer developer bonds held. The
residual fund is used for municipal stabilization purposes.
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Municipality of Charles Town, West Virginia
NOTES TO THE FINANCIAL STATEMENTS (continued)
June 30, 2020

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Government-wide and Fund Financial Statements (continued)

Fiduciary Funds

Fiduciary funds are used to account for assets held by the Municipality in a trustee
capacity for individuals, private organizations and other governments. The fiduciary fund
of the Municipality is a pension trust fund. For accounting measurement purposes, the
pension trust fund accounts for the assets of the Municipality's police pension plan.
Fiduciary funds are not included in the government-wide financial statements.

Basis of Accounting

The accounting and financial reporting treatment applied to a fund is determined by its
measurement focus. All governmental funds are accounted for using the current financial
resources measurement focus. With this measurement focus, only current assets and current
liabilities generally are included on the balance sheet in the funds statements. Long-term
assets and long-term liabilities are included in the government-wide statements. Operating
statements of the governmental funds present increases (i.e. revenues and other financing
sources) and decreases (i.e., expenditures and other financing uses) in net current assets.

The government-wide statements of net position and statements of activities and pension trust
funds are accounted for on a flow of economic resources measurement focus. With this
measurement focus, all assets and all liabilities associated with the operation of these activities
are either included on the statement of net position or on the statement of activities as increases
(e.g. revenues) decreases (e.g. expenses) in net position.

The statement of net position, statement of activities, and financial statements of the fiduciary
funds are presented on the accrual basis of accounting. Under this method of accounting,
revenues are recognized when earned, and expenses are recorded when liabilities are incurred
without regard to receipt or disbursement of cash.

When both restricted and unrestricted resources are available for use, it is the Municipality’s
policy to use restricted resources first; and then the unrestricted resources as needed.

Budgets and Budgetary Accounting

All municipalities within West Virginia are required by statute to prepare annual budgets (levy
estimates) on prescribed forms and submit these for approval to the West Virginia State
Auditor’s office. These budgets are prepared in accordance with the following procedures:

1. The governing body of the Municipality is required to hold a meeting or
meetings between the seventh and twenty-eighth days of March to
ascertain the financial condition of the Municipality and to prepare the
levy estimate (budget) for the fiscal year commencing July 1.

2. The budget is then forthwith submitted to the West Virginia State Auditor’s
office for approval.

3. The governing body then reconvenes on the third Tuesday in April to hear
objections from the public and to formally lay the levy.

The annual budget for the General Fund is prepared on a basis generally consistent with U.S.
generally accepted accounting principles.

Revisions are authorized only with the prior written approval of the West Virginia State Auditor's
office. The budgeted amounts reflected in the accompanying financial statements represent
those adopted by the Municipality’'s Council and approved by the West Virginia State Auditor’s
office.
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Municipality of Charles Town, West Virginia
NOTES TO THE FINANCIAL STATEMENTS (continued)
June 30, 2020

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Encumbrances

Encumbrance accounting, under which purchase orders are issued but are not considered
expenditures until liabilities for payments are incurred, is not employed as an extension of the
formal budgetary process.

Cash and Cash Equivalents

Cash and cash equivalents of the primary government, fiduciary fund, and component units at
June 30, 2020 include deposits of $17,433,158 at six financial institutions (excludes investments
and funds held at the West Virginia Municipal Bond Commission). Deposits are FDIC insured
and deposits in excess of FDIC limits are 100% collateralized with securities held by the
financial institutions.

Restricted Cash
Restricted cash of the primary government consists of the following:

Law enforcement funds held in investigation and evidence accounts

whose use is limited by state law and regulation. $ 83,408

Developer bonds held in accordance with Municipality requirements

to assure development project completion. 109.451
Total $_ 192,859

Restricted cash of the Utility Board consists of the following:

Debt service funds and debt service reserve funds represent funds
required by debt covenants under the various debt ordinances.
These funds are to be used to pay bond interest and principal. $ 2,476,052

Construction funds represent funds held by banks under the

bond ordinances or developer agreements. These funds are

to be used solely for payment of costs associated with the

Utility Board’s ongoing construction projects. 3,664,429

Capacity improvement funds are established by ordinance and

subject to regulatory commission oversight. The capacity

improvement fund is to be kept apart from all other funds

and shall be invested and reinvested in accordance with

applicable regulation. Withdrawals and disbursements may

be made for replacements, emergency repairs, improvements,

and upgrades to the system. 3,281,157

The repair and replacement fund represents funds held by a
bank under the Utility Board’'s bond ordinances. Withdrawals

may be made for replacement and emergency repairs. 742,887
Total $ 10,164,525
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Municipality of Charles Town, West Virginia
NOTES TO THE FINANCIAL STATEMENTS (continued)
June 30, 2020

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Restricted Cash (continued)

Restricted cash of Building Commission consists of the following:
Debt service funds and debt service reserve funds represent funds

required by debt covenants under the various debt ordinances.
These funds are to be used to pay bond interest and principal. $ 352115

Investment Securities - Policemen’s Pension and Relief Fund and Residual Fund

Investments are carried at fair value. Realized gains and losses on sales of securities are
recognized based on the cost of specified securities sold and are included in revenue. Fair
values are determined by quoted market prices. Changes in fair values are included in the
determination of changes in net position.

Market Risks - Policemen’s Pension and Relief Fund and Residual Fund

Investments are exposed to various risks, such as interest rate, market, currency and credit
risks. Due to the level of risk associated with certain investments and the level of uncertainty
related to changes in the value of investments, it is at least reasonably possible that changes in
risks in the near term would affect investment assets reported in the financial statements.

Accounts Receivable

Primary Government

The Municipality uses the reserve method of providing for possible losses in the collection of its
accounts receivable. Management believes all accounts are materially collectible and the
allowance of $15,000 is adequate at June 30, 2020.

Utility Board

The Utility Board’s management periodically analyzes delinquent accounts of the water and
sewer funds and uses the allowance method for accounting for bad debts. No allowance was
deemed necessary by management at June 30, 2020. At June 30, 2020, accounts receivable
amounted to $320,959. Revenue accrued but not billed amounted to $893,423 at June 30,
2020.

Building Commission

The Building Commission’s management considers all accounts receivable to be collectible.
Amounts due from the primary government amounted to $19,813 at June 30, 2020.

Inventories
Primary Government
The Municipality considers inventories of materials and supplies utilized in governmental fund

type operations as expended at the time of purchase. Therefore, they do not appear in the
Municipality’s financial statements.

Utility Board

Inventories consist of expendable supplies and are accounted for on a first-in first-out basis.
Inventories are valued at cost and approximate fair market value at June 30, 2020.
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Municipality of Charles Town, West Virginia
NOTES TO THE FINANCIAL STATEMENTS (continued)
June 30, 2020

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Capital Assets

Capital outlays are recorded as expenditures of the general and special revenue funds and as
assets in the government-wide financial statements including the component units. The
capitalization threshold is $5,000 for the governmental funds and Building Commission and
$15,000 for the Utility Board. Depreciation is recorded using the straight-line method and the
following estimated useful lives:

Primary Government

Buildings 25-50 years

Improvements 10-20 years

Equipment 3-10 years
Utility Board

Utility Plant 5-50 years

Building Commission

Buildings 40 years
Improvements 40 years
Roads 20 years

All assets are valued at historical cost or estimated historical cost if actual cost was not
available. Donated capital assets are valued at their acquisition value on the date donated.

Expenditures for repairs and upgrading which materially add to the value or life of an asset are
capitalized. Other maintenance and repair costs are expensed as incurred.

The depreciation/famortization of assets acquired under capital leases or in excess of
predecessor book value are inciuded in depreciation expense.

Bond Issue Costs

Bond issue costs are expensed as incurred except for those costs related to prepaid insurance.

Deferred Outflows/Inflows of Resources

In addition to assets, the statements of net position and or balance sheets 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(s) and so will not be recognized as an outflow of resources
(expense/expenditure) until then. Deferred amounts resulting from advance refunding of debt
and elements of the Municipality's defined benefit pension plans and other post employment
benefit plan qualifies for reporting in this category.

In addition to liabilities, the statements of net position and or balance sheets 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(s) and so will not be recognized as an inflow of resources (revenue) until that time.
Elements of the Municipality’s defined benefit pension plans and other post employment benefit
plans qualify for reporting in this category.
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Municipality of Charles Town, West Virginia
NOTES TO THE FINANCIAL STATEMENTS (continued)
June 30, 2020

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Advance Refunding of Debt

Deferred amounts resulting from advance refunding of debt are being amortized by the straight-
line method over the life of the new debt.

Compensated Absences

Employees are permitted to accumulate earned but unused vacation benefits. The liability
related to compensated absences is fully recognized in the government-wide financial
statements without modification.

Interfund Charges

All interfund services provided and used are reported as due to/due from asset and liability
accounts.

Estimates

The preparation of financial statements in conformity with U.S. generally accepted accounting
principles requires management to make estimates and assumptions that affect certain 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 expenses during the
reporting period. Actual results could differ from those estimates.

Long-Term Obligations

In the government-wide financial statements, long-term debt and other long-term obligations are
reported as liabilities in the applicable governmental activities.

Nonexchange Transactions

GASB Standards establish accounting and reporting guidelines for government entities that
gives (or receives) value without directly receiving (or giving) equal value in return is followed.
Voluntary nonexchange transactions from developer and customer donations of cash, property,
lines and improvements are received. In addition, various capital grants are received from
federal and state agencies. These donations are considered capital contributions in the
government-wide financial statements.

Customer Utility Deposits

Customer utility deposits are refunded after bills for service have been paid on time for twelve
consecutive months.

Fund Balances

In accordance with GASB Standards, the Municipality classifies governmental fund balances
within the following categories: Nonspendable fund balance, which includes amounts that
cannot be spent because it is not in spendable form; restricted fund balance, which includes
amounts constrained for specific purposes that are externally imposed by the resource
providers; committed fund balance, which includes amounts constrained for specific purposes
that are internally imposed through formal action of the City Council; assigned fund balance,
which includes amounts intended to be used for specific purposes that are neither restricted or
committed, however, assigned by non-formal action of City Council or finance department; and
unassigned fund balance, which is the residual classification for amounts in the general fund
that have not been classified within the other categories and special revenue funds with deficit
fund balances.

27



Municipality of Charles Town, West Virginia
NOTES TO THE FINANCIAL STATEMENTS (continued)
June 30, 2020

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Net Position
Net Position is classified as follows:

Net investment in capital assets - This amount consists of capital assets net of
accumulated depreciation and reduced by outstanding debt that is attributed to the
acquisition, construction, or improvement of the assets.

Restricted net position - This amount is restricted by external creditors, grantors,
contributors, laws or regulations of other governments.

Unrestncted net position - This amount is net position that does not meet the deflnltlon of
“net investment in capital assets” or “restricted net position.”

Pension

For purposes of measuring the net pension liability and deferred outflows/inflows of the
resources related to the pension, and pension expense, information about the fiduciary net
position of the Municipality’'s Public Employee Retirement System (PERS) and additions
to/deductions from the Plans’ fiduciary net position have been determined on the same basis as
they are reported by the PERS. For this purpose, benefit payments (including refunds of
employee contributions) are recognized when due and payable in accordance with the benefit
terms. Investments are reported at fair value.

Postemployment Benefits Other Than Pensions (OPEB)

For purposes of measuring the net OPEB liability and deferred outflows/inflows of the resources
related to OPEB, and OPEB expense, information about the fiduciary net position of the West
Virginia Retiree Health Benefits Trust (RHBT) and additions to/deductions from the RHBT's
fiduciary net position have been determined on the same basis as they are reported by the
RHBT. RHBT recognizes benefit payments when due and payable in accordance with the
benefit terms. Investments are reported at fair value.
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Municipality of Charles Town, West Virginia
NOTES TO THE FINANCIAL STATEMENTS (continued)
June 30, 2020

NOTE 2: NEW ACCOUNTING PRONOUNCEMENTS

GASB Statement No. 87, Leases, aims to better meet the information needs of financial
statement users by improving accounting and financial reporting for leases by governments.
This Statement increases thé usefulness of governments’ financial statements by requiring
recognition of certain lease assets and liabilities for leases that previously were classified as
operating leases and recognized as inflows of resources or outflows of resources based on the
payment provisions of the contract. It establishes a single model for lease accounting based on
the foundational principle that leases are financings of the right to use an underlying asset.
Statement 87 will be effective for the fiscal year ending June 30, 2022.

GASB Statement No. 91, Conduit Debt Obligations seeks to provide a single method of
reporting conduit debt obligations by issuers and eliminate diversity in practice associated with
(1) commitments extended by issuers, (2) arrangements associated with conduit debt
obligations, and (3) related note disclosures. Statement 91 will be effective for fiscal year
ending June 30, 2023.

GASB Statement No. 92, Omnibus 2020, enhances comparability in accounting and financial
reporting and to improve the consistency of authoritative literature by addressing practice issues
that have been identified during implementation and application of certain GASB
pronouncements. The effective date for Statement No. 92 ranges from fiscal year ending June
30, 2021 to fiscal year ending June 30, 2023, depending upon the effective date of the specific
GASB pronouncement being addressed.

GASB Statement No. 94, Public-Private and Public-Public Partnerships and Availability
Payment Arrangements aims to improve financial reporting by addressing issues related to
public-private and financial reporting for availability payment arrangements. Statement 94 will
be effective for fiscal year ending June 30, 2023.

The Municipality has not yet determined the effect these Statements will have on its financial
statements.

NOTE 3: PROPERTY TAXES

The taxes on real property and the interest and other charges upon such taxes attach as an
enforceable lien on the first day of July. There is no lien denominated as such on personal
property. However, statutes provide that the sheriff of a county may distrain for delinquent taxes
any goods and chattels belonging to a person assessed. All current taxes assessed on real and
personal property may be paid in two installments: the first installment is payable on September
first of the year for which the assessment is made and becomes delinquent on October first: the
second installment is payable on the first day of the following March and becomes delinquent on
April first. Taxes paid on or before the date when they are due, including both first and second
installments, are subject to a discount of two and one-half percent. If taxes are not paid on or
before the date on which they become delinquent, including both first and second installments,
interest at the rate of nine percent per annum is added from the date they become delinquent
until paid.

Ali municipalities within the state are authorized to levy taxes not in excess of the maximum
levies per $100 of assessed valuation. In addition, municipalities may provide for an election to
lay an excess.levy, the rates not to exceed fifty percent of such authorized maximum levies,
provided that at least sixty percent of the voters cast ballots in favor of the excess levy.
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Municipality of Charles Town, West Virginia

NOTES TO THE FINANCIAL STATEMENTS (continued)

June 30, 2020

NOTE 3: PROPERTY TAXES (continued)
The rates levied by the Municipality per $100 of

Class of Assessed Valuations Current
Property For Tax Purposes Expense
Class | $ - 12.02¢
Class ! $ 238,807,890 24.04¢
Class IV $ 146,733,385 48.08¢

NOTE 4: CASH

Unrestricted cash and cash equivalents at June 30, 2020 were as follows:

Primary Utility Building
Government Board Commission
Cash in checking and savings accounts $6,182,048 $2,779,419 $ 469,141
Cash on hand 1,350 300 -
Total unrestricted cash and cash equivalents $ 6,183,398 $2,779,719 $ 469,141

NOTE 5: INVESTMENTS - POLICEMEN’S PENSION AND RELIEF FUND AND RESIDUAL

FUND

The Municipality uses a fair value hierarchy established by GAAP that prioritizes the inputs to
valuation techniques used to measure fair value. The hierarchy gives the highest priority to
unadjusted quoted prices in active markets for identical assets or liabilities (level

measurements) and the lowest priority to unobservable inputs (level 3 measurements).

The three levels of the fair value hierarchy are:

Level 1 - Unadjusted quoted prices in active markets that are accessible at the

measurement date for identical, unrestricted assets or liabilities;

Level 2 - Quoted prices for similar assets or liabilities in active markets, quoted prices for
identical or similar assets or liabilities in markets that are not active, or inputs that are
observable, either directly or indirectly, for substantially the full term of the assets or

liabilities.

Level 3 - Prices or valuation techniques that require inputs that are both significant to the
fair value measurement and unobservable (that is, the inputs are supported by little or no

market activity).

* A financial instrument’s level within the fair value hierarchy is based on the lowest level

of input that is significant to the fair value measurement.
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NOTES TO THE FINANCIAL STATEMENTS (continued)
June 30, 2020

NOTE 5: INVESTMENTS - POLICEMEN’S PENSION AND RELIEF FUND AND RESIDUAL
FUND (continued)

Policemen’s Pension and Relief Fund

The Plan’s investments are as follows at June 30, 2020:

Fair Appreciation
Value Cost (Depreciation)  Hierarchy
Stocks and bonds $412,272 $365,504 $ 46,768 Level 1

The components of investment income for the year ended June 30, 2020 are as follows:

Interest and dividends $ 13,161
Realized and unrealized gain (loss) 1,153
Investment expense (4,257)

Net investment income $ 10,057

Residual Fund

The Plan's investments are as follows at June 30, 2020:

Fair Appreciation
Value Cost (Depreciation)  Hierarchy
Stocks, bonds, core account $536,569 $470,750 $ 65,519 Level 1

The components of investment income for the year ended June 30, 2020 are as foliows:

Interest and dividends $ 14,816
Realized and unrealized gain (loss) 473
Investment expenses (5,862)

Net investment income $ 9,427
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June 30, 2020
NOTE 6: INTERNAL BALANCES AND INTERFUND TRANSFERS

The composition of internal balances as of June 30, 2020 is as follows:

Governmental funds/component units:

Receivable Fund/CU Payable Fund/CU Amount Nature
Parks and Recreation Fund General Fund $ 2,676 Expense reimbursement (due to/from)
Residual Fund CT Utility Board 625,451 Loan (foan to CT Utility Board)
Capital Reserve Fund General Fund 158,635 Table gaming and video lottery revenue (due to/from)
CT Building Commission General Fund 19,813 Charles Washington Hall rental income (due to/from)
Residual Fund General Fund 35,632 CT Utility Board loan repayment (due to/from)
Bond Escrow Fund General Fund 408 Expense reimbursement (due to/from)
Capital Reserve Fund CT Building Commission 53,965 Municipal Annex construction cost reimb. (due to/from)
Capital Reserve Fund Parks & Recreation Fund 706 Expense reimbursement (due to/from)
General Fund Capital Reserve Fund 77,243 Roofing and expense reimbursement (due to/from)

$ 874529

These balances represent timing differences due to routine transfers and capital contributions.
Internal receivables and payables are expected to be paid by year end except for the Utility
Board to Residual Fund, which represents financing of water and sewer assets. n

The Residual Fund advanced the Utility Board $640,795 to finance certain construction projects.
The advance bears no interest and is generally being repaid over a 50 year term. For the year
ended June 30, 2020, $12,816 has been repaid.

Interfund transfers and transactions for the year ended June 30, 2020, consisted of the
following:

Transfer to (Fund) Transfer from (Fund) Amount Nature
General Fund Sales Tax Fund $ 925000 Annual budgeted contribution
Capital Reserve Fund General Fund 898,647 Lottery and table gaming revenue transfers

Parks and Recreation Fund General Fund 79,735 Hotel and motel tax allocation

$ 1,903,382
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June 30, 2020

NOTE 7: CHANGES IN CAPITAL ASSETS

The following is a summary of the changes in capital assets of governmental activities during
the year:

Balance at Balance at
June 30, 2019 Additions Reductions June 30, 2020

Capital assets not being depreciated:

Land $ 727662 % -8 - $ 727,662
Total capital assets not

being depreciated 727,662 - - 727,662
Capital assets being depreciated:

Buildings and improvements 2,223,108 74,000 - 2,297,108

Leasehold improvements 109,375 - - 109,375

Land improvements 4,462,032 150,850 - 4612 882

Equipment 1,361,314 130,908 - 1,492,222

Vehicles 1,226,212 131,736 - 1,357,948

Total 9,382,041 487,494 - 9,869,535

Less accumulated depreciation (5,755,191) (457,460) - (6,212,651)

Total capital assets being
depreciated, net 3,626,850 30,034 - 3,656,884

Governmental activities capital
assets, net $ 4354512 % 30,034 %

$ 4,384,546

Deprecijation was charged to functions as follows:

Governmental activities:

General government $ 49,115
Public safety 131,564
Highways and streets 255,876
Culture and recreation 20,905

Total government activities
depreciation expense $ 457,460
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Municipality of Charles Town, West Virginia
NOTES TO THE FINANCIAL STATEMENTS (continued)
June 30, 2020
NOTE 7: CHANGES IN CAPITAL ASSETS (continued)

The following is a summary of the changes in capital assets of the Utility Board during the year:

Balance at Other Balance at
June 30, 2019 Additions  Reductions June 30, 2020

Capital Assets Not Depreciated
Land and land rights $ 1,691,721 $ - 3 - $ 1,691,721
Construction in progress - 312,984 6,843,538 (162,874) 6,993,648

Total Capital Assets Not Depreciated 2,004,705 6,843,538 (162,874) 8,685,369

Capital Assets Depreciated :
Utility plant in service 103,009,952 361,176 (2,075,508) 101,295,620

Less accumulated depreciation (36,162,210) (2,716,775) 2,075,508  (36,803,477)
Net Capital Assets Depreciated 66,847,742  (2,355,599) - 64,492,143
Total Capital Assets $68,852,447 $4,487,939 §(162,874) $73,177,512
Depreciation Expense $ 2,716,775
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 Municipality of Charles Town, West Virginia
NOTES TO THE FINANCIAL STATEMENTS (continued)
June 30, 2020

NOTE 7: CHANGES IN CAPITAL ASSETS (continued)

The following is a summary of changes in capital assets of the Building Commission during the
year:

Balance at Balance at
June 30, 2019 Additions Reductions June 30, 2020

Capital assets not being depreciated:

Land $ 1771066 % - $ - $ 1,771,066
Total capital assets not
being depreciated 1,771,066 . - 1,771,066
Capital assets being depreciated:
Buildings and improvements 5,122,977 - - 5,122,977
Roads and improvements 979,119 - - 979,119
Land improvements 93,052 . - 93,052
Equipment and furnishings 284,492 - - 284,492
Total capital assets
being depreciated 6,479,640 - - 6,479,640
Less accumulated depreciation (1,619,454) (217,823) - (1,837,277)
Total capital assets being
depreciated, net 4 860,186 (217,823) - 4642, 363
Building Commission capital assets, net $ 6,631,252 $ (217,823) $ - $ 6,413,429
Depreciation expense $ 217,823

NOTE 8: PERFORMANCE BONDS

Bond Escrow Fund

The Municipality periodically holds developer performance bonds based on Municipality
requirements. The performance bonds are refunded to the developers based on satisfactory
completion of related developer project construction.
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June 30, 2020

NOTE 9: LONG-TERM LIABILITIES

Primary Government - Governmental Activities

Governmental Activities Changes in Long-Term Liabilities

Balance Balance
June 30, 2019 Additions Reductions June 30, 2020
Accrued compensated absences $ 115,781  § 11,769 §$ - $ 127,550
Collective net pension liability 1,087,623 260,778 374,656 973,645
Net other post employment benefit liability 546,340 61,497 176,047 431,790

$ 1,749644 § 334,044 § 550,703 § 1,632,985

Building Commission (Component Unit)

Series 2015A and Series 2015B Lease Revenue Bonds

The Series 2015A and Series 2015B Lease Revenue Bonds were issued to the United States
Department of Agriculture (USDA) on March 4, 2015 in the aggregate amount of $3,893,950 to
finance improvements and renovations to Charles Washington Hall. The term of the bonds is
for 36 years at 3.75% interest per annum. The 2015 Series A Lease Revenue Bonds were
issued for $2,999,950 and had an outstanding balance of $2,666,928 at June 30, 2020. The
2015 Series B Lease Revenue Bonds were issued for $894,000 and had an outstanding
balance of $830,255 at June 30, 2020. Monthly interest and principal payments are $12,840 for
the 2015 Series A Bonds and $3,827 for the Series B Bonds. The bonds are secured by a
Credit Line Leasehold Deed of Trust, Security Agreement and a lease assignment made to the
bondholder by the Building Commission.

Year Principal Interest Total
2021 $ 70,056 $ 129,948 $ 200,004
2022 72,729 127,275 200,004
2023 75,503 124,501 200,004
2024 78,384 121,620 200,004
2025 81,374 118,630 200,004
2026-2030 455,875 544,145 1,000,020
2031-2035 549,730 450,290 1,000,020
2036-2040 662,907 337,113 1,000,020
2041-2045 799,385 200,635 1,000,020
2046-2050 639,263 47,768 687,031
2051 11,977 79 12,056

$ 3,497,183 $ 2,202,004 $ 5,699,187
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NOTE 9: LONG-TERM LIABILITIES (continued)

Building Commission (Component Unit) (continued)

Series 2017A Lease Revenue Bonds

The Series 2017A Lease Revenue Bonds were issued to a financial institution on May 30, 2017,
in the aggregate amount of $2,100,000 to purchase land and finance the construction of a
municipal annex at 661 South George Street. The term of the bonds is for 25 years at 3.16%
interest per annum. Monthly interest and principal payments of $10,391 are required to bond
maturity. The outstanding balance of the bonds was $1,967,072 at June 30, 2020. The bonds
are secured by a credit line deed of trust and a lease assignment made to the bondholder by
the Building Commission.

Scheduled maturities of the bonds for the years succeeding June 30, 2020 are as follows:

Year Principal Interest Total
2021 $ 63,446 $ 61,246 $ 124,692
2022 65,480 59,212 124,692
2023 67,580 57,112 124,692
2024 69,746 54,946 124,692
2025 71,982 52,710 124,692
2026-2030 396,046 227 413 623,459
2031-2035 463,740 159,719 623,459
2036-2040 543,004 80,455 623,459
2041-2042 226,048 7,041 233,089

$ 1,967,072 $ 759,854 $ 2,726,926

Changes in Long-Term Liabilities

Building Commission changes in long-term debt for the year ended June 30, 2020 are as
follows:

Balance Balance Due Within
June 30, 2019 Additions Payments June 30, 2020 One Year

2015A Bond $ 2719911 § - $ 52984 § 2,666,927 $ 55,009
2015B Bond 844,747 - 14,492 830,255 15,047
2017A Bond 2,027,502 - 60,429 1,967,073 63,446

Total $ 5592160 § - % 127905 § 5464255 § 133,502
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- NOTE 9: LONG-TERM LIABILITIES (continued)

Utility Board (Component Unit)

Bonds Payable - Water Fund

Maturity Interest Balance Balance Due Within
Issue Date Rates June 30, 2019 Additions Payments June 30, 2020 One Year
19878 2026 000% § 87,080 $ - § 10,885 § 76,195 % 10,885
19888 2028 0.00% 143,068 14,308 128,760 14,308
19898 2029 0.00% 33,136 3,012 30,124 3,012
2002A 2039 5.80% 871,564 22,295 849,269 23,588
2002B 2042 0.00% 2,150,650 93,507 2,057,143 93,507
2010A 2031 2.00% 579,533 - 44,206 535,327 45,097
2010B 2031 2.00% 63,513 - 4,844 58,669 4,942
2013B 2043 4.70% 1,022,200 - 22,800 999,400 24,700
2014C 2033 2.50%-4.75% 685,000 - 40,000 645,000 40,000
2014E 2026 1.50%-3.40% 920,000 120,000 800,000 125,000
2015A 2030 1.50%-3.50% 1,477,350 88,200 1,389,150 91,350
2015B 2029 1.50%-4.00% 2,762,100 271,350 2,490,750 275,400
2016A 2046 1.60%-4.50% 7,230,000 - 170,000 7,060,000 170,000
2018A-7 2046 0.50% 870,106 31,098 839,008 31,254
Total Bonds Payable $ 18895300 § - $ 936,505 17,958,795 § 953,043
Unamortized Premiums/
Discounts, Net 41,872
$

18,000,667

Maturities of water bonds payable for years succeeding June 30, 2020, are as follows:

Year

2021
2022
2023
2024
2025

2026-2030
2031-2035
2036-2040
2041-2045

2046

Principal Interest Total

$ 953,043 $ 534,105 $ 1,487,148
964,627 515,170 1,479,797
996,360 493,187 1,489,547
1,014,399 468,105 1,482,504
1,030,398 440,131 1,470,529
4,369,298 1,782,440 6,151,738
2,948,105 1,206,860 4,154,965
2,770,792 740,197 3,510,989
2,487,935 313,239 2,801,174
423,838 ) 15,054 438,892

$ 17,958,795 $ 6,508,488 $ 24,467,283
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NOTE 9: LONG-TERM LIABILITIES (continued)

Utility Board (Component Unit) (continued)

Bonds Payable - Sewer Fund

Maturity Interest Balance Balance Due Within
Issue Date Rates June 30, 2018 Additions Payments June 30, 2020 One Year
1988B 2028 000% $ 75864 § $ 7,588 $ 68,276 $ 7,588
1998 Design 2019 2.00% 6,617 6,617 - -
2000A 2021 2.00% 467,839 184,340 283,499 188,054
2010C 2041 0.00% 916,656 41,668 874,988 41,668
2010D 2041 0.00% 366,656 16,668 349,988 16,668
2011A 2041 0.00% 5,508,201 250,373 5,257,828 250,373
2013A 2044 0.50% 504,057 18,776 485,281 18,872
2013B 2043 4.70% 1,667,800 37,200 1,630,600 40,300
2014A 2046 0.50% 3,647,993 127,780 3,520,213 128,421
2014D 2028 3.00%-5.00% 1,040,000 95,000 945,000 100,000
2015A 2030 1.50%-3.50% 867,650 51,800 815,850 53,650
2015B 2030 1.50%-4.00% 647,900 63,650 584,250 64,600
2016B 2046 1.50%-4.00% 3,895,000 25,000 3,870,000 30,000
2018A-1 2029 0.00% 109,174 10,917 98,257 10,917
2018A-3 2038 1.00% 662,039 31,801 630,238 32,120
2018A-4 2030 0.00% 135,579 12,612 122,967 12,612
2018A-5 2032 0.00% 481,200 38,496 442704 38,496
2018A-6- - 2039 0.00% - 1,303,224 66,832 1,236,392 66,832
20188 2033 2.25%-3.50% 3,065,000 175,000 2,890,000 175,000
Total Bonds Payable $ 25368449 § $ 1,262,118 $ 24106331 $ 1276171

Unamortized Premiums/
Discounts, Net

43,612

$ 24,149,943

Maturities of sewer bonds payable for years succeeding June 30, 2020, are as follows:

Year Principal Interest Total

2021 $ 1,276,171 $ 411,320 $ 1,687,491
2022 1,295,572 393,691 1,689,263
2023 1,137,094 375,653 1,512,647
2024 1,152,868 358,137 1,511,005
2025 1,170,799 339,305 1,510,104
2026-2030 5,931,544 1,375,572 7,307,116
2031-2035 5,102,275 849,079 5,951,354
2036-2040 4,052,757 493,780 4,546,537
2041-2045 2,638,187 196,197 2,834,384
2046 349,064 7,473 356,537

$ 24,106,331 $ 4,800,107 $ 28,906,438
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NOTE 9: LONG-TERM LIABILITIES (continued)

Utility Board (Component Unit) (continued) -

Certain of the water and sewer revenue bonds require administrative fees to be paid to the
governmental issuers. Administrative fees amounted to $2,545 and $67,260 for the water and
sewer funds, respectively, for the year ended June 30; 2020. Administrative fees are not
considered interest expense for rate establishment purposes and are not included in the above
maturity schedules.

The water and sewer bond issues are secured by a lien on the revenues derived from the
system and a statutory mortgage lien on the system.

The covenants contained in the water and sewer bond issues include a required debt service
coverage ratio of 115%. The Utility Board met the required coverage for the year ended June
30, 2020.

The water and sewer bond issues require monthly deposits to the renewal and replacement
fund equal to 2-1/2% of monthly gross revenues. The Utility Board's deposits, including
necessary expenditures for renewals and replacements, exceeded this requirement for the year
ended June 30, 2020.
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NOTE 9: LONG-TERM LIABILITIES (continued)

Utility Board (Component Unit) (continued)

Water and Sewer Fund Capital Leases

The Charles Town Utility Board is the lessor of various equipment and vehicles under capital
leases expiring at various times. The assets and liabilities under the capital leases are recorded
at their present value of the minimum lease payments.

The lease obligations are secured by the leased equipment and vehicles. Depreciation of
assets under capital leases is included in depreciation expense for the year ended June 30,
2020.

Water Fund Sewer Fund
Remaining Minimum Remaining Minimum
(net of interest) (net of interest)

Leased Equipment Expiration Lease Payments Lease Payments Total
Various utility improvements, equipment,

and vehicles 2021-2024
Total capital leases payable at June 30, 2020 3 90,372 $ 12,330 $ 102,702
Less: Current portion due in upcoming year (42,105) (2,726) (44,831)
Long-term capital-leases payable at

June 30, 2020 (net of current portion) 3 48,267 $ 9,604 $ 57,871

Estimated minimum future lease payments under the water capital leases as of June 30, 2020
are as follows:

Year Principal - Interest Total

2021 $ 42,105 $ 3,646 $ 45,751

2022 43,819 1,933 45,752

2023 2,192 148 2,340

2024 2,256 83 2,339
$ 90,372 $ 5,810 $ 96,182

Estimated minimum future lease payments under the sewer capital lease as of June 30, 2020 is
as follows:

Year Principal Interest Total

2021 $ 2726 $ 1,018 $ 3,744

2022 2,951 793 3,744

2023 3,195 549 3,744

2024 3,458 286 3,744
$ 12,330 $ 2,646 $ 14,976
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NOTE 9: LONG-TERM LIABILITIES (continued)

Utility Board (Component Unit) (continued)

Utility Board Changes in Long-Term Liabilities other than Bonds

Balance Balance
June 30, 2019 Additions Reductions June 30, 2020

Note payable $ 1997 % - $ 1997 $ 2
Capital leases payable 120,178 27,774 45250 102,702
Loan from Charles Town 538,267 - 12,816 525,451
Accrued compensated absences 107,815 20,877 - 128,692
Collective net pension liability 315,120 234,197 288,977 260,340
Net other post employment benefit liability 613,238 124,532 226,400 511,370

Total $ 1,696,615 $ 407,380 $ 575440 $ 1,528,555

NOTE 10: OPERATING LEASE AGREEMENTS

Operating Leases

Building Commission (Lessor) and Municipality of Charles Town (Lessee)

The Municipality and the Building Commission entered into a lease agreement dated March 2,
2015, whereby the Municipality leases from the Building Commission the Charles Washington
Hall facilities. The lease is for a 36 year term reflecting the same term as the bond financing
used to fund the Charles Washington Hall improvements and renovation. The Municipality is
required to pay sufficient lease rentals to accumulate sums necessary to promptly pay principal
and interest due on the Building Commission’s Series 2015A and Series 2015B Lease Revenue
Bonds. The lease is a net lease therefore the Municipality is responsible for all operation and
maintenance costs associated with the leased property.

The Municipality and the Building Commission entered into a lease agreement dated May 30,
2017, whereby the Municipality leases from the Building Commission the Municipal Annex
Facilities. The lease is for a 25 year term reflecting the same term as the bond financing used
to fund the Municipal Annex land purchase and building construction. The Municipality is
required to pay sufficient rentals to accumulate sums necessary to promptly pay principal and
interest due on the Building Commission’s Series 2017A Lease Revenue Bonds. The lease is a
net lease therefore the Municipality is responsible for all operation and maintenance costs
associated with the leased property.
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June 30, 2020

NOTE 11: EMPLOYEES’ RETIREMENT SYSTEM AND PLAN

Plan Description, Contribution Information, and Funding Policies

The Municipality participates in the West Virginia Public Employees Retirement System (PERS),
a state-wide, cost-sharing, multiple-employer defined benefit plan on behalf of Municipality
employees. The system is administered by agencies of the State of West Virginia and funded
by contributions from participants, employers, and State appropriations, as necessary.

PERS is administered by the Consolidated Public Retirement Board (CPRB), which acts as a
common investment and administrative agent for all of the participating employers. CPRB
issues publicly available reports that include a full description of the pension plan regarding
benefit provisions, assumptions and membership information that can be found on the CPRB

website at www.wvretirement.com.

The following is a summary of eligibility factors, contribution methods, and benefit provisions:

Eligibility to participate:

Authority establishing contribution
obligations and benefit provisions:

Tier 1 Plan member's contribution rate;

Tier 2 Plan member’s contribution rate:

Municipality’s contribution rate:
Period required to vest:

Benefits and eligibility for distribution:

Deferred retirement portion:

Provisions for:
Cost of living
Death benefits

All Municipality full-time employees, except those
covered by other pension plans

State Statute

4.50% (Employees hired before July 1, 2015)

6.00% (Employees hired after July 1, 2015)

10.00% for fiscal year 2020

5 years for Tier 1 and 10 years for Tier 2

Tier 1

A member who has attained age 60 and has earned 5
years or more of contributing service or age 55 if the
sum of his/her age plus years of credited service is
equal to or greater than 80. The final average salary
(three highest consecutive years in the last 15) times
the years of service times 2% equals the annual
retirement benefit.

Tier 2

Qualification for normal retirement is age 62 with 10
years of service or at least age 55 plus service years
equal to 80 or greater. The final average salary is the
average of the five consecutive highest annual
earnings years out of the last fifteen years. The final
average salary times the years of service times 2%
equals the annual retirement benefit. :

No

No
Yes
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Municipality of Charles Town, West Virginia
NOTES TO THE FINANCIAL STATEMENTS (continued)
June 30, 2020
NOTE 11: EMPLOYEES’ RETIREMENT SYSTEM AND PLAN (continued)

Plan Description, Contribution Information, and Funding Policies (continued)

Trend Information
Annual
Pension Percentage
Fiscal Year Cost Contributed
2020 $202,135 100%
2019 $190,476 100%
2018 $212,851 100%

PERS issues a publicly available financial report that includes financial statements and required
supplementary information. That information may be obtained by writing to the Public
Employees’ Retirement System, 4101 MacCorkle Avenue, SE, Charleston, WV 25304.

Pension Liability, Pension Expense, Deferred Outflows of Resources, and Deferred
Inflows of Resources Related to Pension

At June 30, 2020, the Municipality reported the following liability for its proportionate share of
the net pension liability. The net pension liability was measured as of June 30, 2019, and the
total pension liability used to calculate the net pension liability was determined by an actuarial
valuation as of that date. The Municipality’s proportion of the net pension liability was based on
a projection of the Municipality’s long-term share of contributions to the pension plan relative to
the projected contributions of all participating governments, actuarially determined.

At June 30, 2020, the Municipality reported the following proportion:

Amount for proportionate share of net pension liability $286,791
Percentage for proportionate share of net pension liability 0.133383%
Increase/(decrease) % from prior proportion measured 0.009681%

For the year ended June 30, 2020, the Municipality recognized $135,568 of pension expense.
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Municipality of Charles Town, West Virginia
NOTES TO THE FINANCIAL STATEMENTS (continued)
June 30, 2020

NOTE 11: EMPLOYEES’ RETIREMENT SYSTEM AND PLAN (continued)

Pension Liability, Pension Expense, Deferred Outflows of Resources, and Deferred

Inflows of Resources Related to Pension (continued)

The Municipality reported deferred outflows of resources and deferred inflows of resources

related to the pension plan from the following sources:

Deferred Outflows
of Resources

Deferred Inflows
of Resources

Changes of assumptions $ - $ 52,649
Net difference between project and actual earnings on pension
plan investments - 103,661
Difference between expected and actual experience 11,100 25,048
Changes in proportion and differences between Municipality
contributions and proportionate share of contributions 34,989 28,956
Municipality contributions subsequent to the measurement date 202,135 -
$ 248,224 $ 210,314

The amount reported as deferred outflows of resources related to the pension plan resulting
from Municipality contributions subsequent to the measurement date will be recognized as a
‘reduction of the net pension liability in the year ended June 30, 2021. Other amounts reported
as deferred outflows of resources and deferred inflows of resources related to the pension plan

will be recognized in pension expense as follows:

Year ended June 30

2021 $  (28,081)
2022 (153,018)
2023 (13,220)
2024 30,094
Total $  (164,225)
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Municipality of Charles Town, West Virginia
NOTES TO THE FINANCIAL STATEMENTS (continued)
June 30, 2020

NOTE 11: EMPLOYEES’ RETIREMENT SYSTEM AND PLAN (continued)
Actuarial Assumptions
The total pension liability was determined by an actuarial valuation as of July 1, 2018, and rolled

forward to June 30, 2019, which is the measurement date, using the following actuarial
assumptions, applied to all periods included in the measurement.

Actuarial cost method Individual entry age normal cost with level
percentage of payroll

Asset valuation method Fair value

Amortization method Level dollar, fixed period

Amortization period Through Fiscal Year 2035

Actuarial assumptions:

Investment rate of return 7.50%

Projected salary increases 3.35-6.0%%, including inflation

Inflation rate 3.00%

Discount rate 7.50%

Mortality rates Active-100% of Pub-2010 General Employees

table, below-median, headcount weighted,
projected with scale MP-2018

Retired healthy males - 108% of Pub-2010 General
Retiree Male table, below-median, headcount
weighted, projected with scale MP-2018

Retired healthy females - 122% of Pub-2010
General Retiree Male table, below-median,
headcount weighted, projected with scale MP-2018

Disabled males - 118% of Pub 2010 General/
Teachers Disabled Male table, below-median
headcount weighted, projected with scale MP-2018

Disabled females - 118% of Pub 2010 General/
Teachers Disabled Male table, below-median
headcount weighted, projected with scale MP-2018

Withdrawal rates

State 2.28-45.63%%
Non-state 2.50-35.88%%
Disability rates 0.005-0.054%%
Retirement rates 12 - 100%%
Date range in most recent

experience study 2013-2018
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Municipality of Charles Town, West Virginia
NOTES TO THE FINANCIAL STATEMENTS (continued)
June 30, 2020

NOTE 11: EMPLOYEES’ RETIREMENT SYSTEM AND PLAN (continued)
Actuarial Assumptions (continued)

The long-term expected rate of return on pension plan investments was determined using a
building-block method in which estimates of expected real rates of returns (expected returns,
net of pension plan investment expense and inflation) are developed for each major asset class.
These ranges are combined to 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. Rates summarized in the following table as of June 30, 2019, include the
inflation component and were used for the defined benefit plan:

Long-Term PERS
Expected Rate Target Asset
Asset Class of Return Allocation

U.S. Equity 5.80% 27.50%
International Equity 7.70% 27.50%
Private Equity 8.80% 10.00%
Fixed Income 3.30% 15.00%
Real Estate 6.10% 10.00%
Hedge Funds 4.40% 10.00%

Discount Rate

The discount rate used to measure the total pension liability was 7.5 percent for the defined
benefit plan. The projection of cash flows used to determine the discount rate assumed that
employer contributions will continue to follow the current funding policies. Based on those
assumptions, the fiduciary net position for the defined benefit pension plan was projected to be
available to make all projected future benefit payments of current plan members. Therefore, the
long-term expected rates of return on pension plan investments were applied to all periods of
projected benefit payments to determine the total pension liability of the plan.

The following chart presents the sensitivity of the net pension liability to changes in the discount
rate, calculated using the discount rates as used in the actuarial evaluation, and what the net
pension liability would be if it were calculated using a discount rate that is 1 percentage point
lower or 1 percentage point higher than the current rate:

1% Discount 1%
Decrease Rate Increase
6.5% 7.5% 8.5%
Municipality's proportionate share of PERS's net pension liability $ 1,335,894 $ 286,791 $ 600,685

Detailed information about the pension plan’s fiduciary net position is available in the separately
issued financial report available at the Consolidated Public Retirement Board's website at
www.wvretirement.com. That information can also be obtained by writing to the West Virginia
Consolidated Public Retirement Board, 4101 MacCorkle Avenue SE, Charleston, WV 25304.
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NOTES TO THE FINANCIAL STATEMENTS (continued)
June 30, 2020
NOTE 11: EMPLOYEES’ RETIREMENT SYSTEM AND PLAN (continued)

Utility Board (Component Unit)

Information regarding the Utility Board's West Virginia Public Employee pension benefits can be
found in the separately issued Utility Board audited financial statements. ,

Policemen’s Pension and Relief Fund

The Municipality participates in one single employer, public employee retirement system.
Assets are held separately and may be used only for the payment of benefits to the members of
the plan.

The Policemen’'s Pension Relief Fund (PPRF) provides retirement benefits for certain retired
police employees and their beneficiaries. The PPRF’s Board consists of a chairman which is
the Mayor and four members from the municipal police department. The Municipality is
authorized in accordance with State Code §8-22 to establish and maintain this plan. Unless
otherwise indicated, PPRF information in this Note is provided as of the latest actuarial
valuation, July 1, 2019 and projected to the measurement date of June 30, 2020.

Actuarial valuations are required to be performed once every year.

The investment policies of the PPRF are restricted by State Code and may be restricted further
as determined by the Board. For additional information relating to basis of accounting and
reported investment values, see Notes 1 and 5. There were no significant changes in the
investment policies for the current year.

Membership of the plan is as follows:

Group Participants
Active Employees 0
Inactive, Non-Retired Members 0
Retirees and Beneficiaries
Currently Receiving Benefits 4
Total 4

This plan is a defined benefit plan. The following is a summary of funding policies, contribution
methods, and benefit provisions.

Determination of Contribution
Requirements Actuarially determined

Employer Contributes annually an amount which, together with
contributions from the members and others, and the allocable
portion of the State premium tax fund, will be sufficient to
meet the normal cost of the fund and amortize any actuarial
deficiency over a period of not more than forty years in
accordance with West Virginia State code §8-22-10.

Plan Members 7% of covered payroll

Period Required to Vest No vesting occurs. If separation from employment occurs the
member is entitled to a refund of his/her contributions only.
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Municipality of Charles Town, West Virginia
NOTES TO THE FINANCIAL STATEMENTS (continued)
June 30, 2020

NOTE 11: EMPLOYEES’ RETIREMENT SYSTEM (continued)

Policemen’s Pension and Relief Fund (continued)

Post-Retirement Benefit

Increases Cost of living adjustment after two years of retirement.
Adjustment calculated on the first $15,000 of the total annual
benefit in the first year and then the cumulative index for the
preceding year. The supplemental pension benefit shall not
exceed four percent. )

Eligibility for Distribution 20 years of credited service or age 65; whichever comes first.
Must be at least age 50.

Provisions for:
Disability Benefits Yes
Death Benefits Yes

Actuarial Assumptions and Rate of Return

The total pension liability was determined by an actuarial valuation as of July 1, 2019 and
projected to the measurement date of June 30, 2020, using the following actuarial assumptions,
applied to all periods included in the measurement. The actuarial assumptions used in the
valuation were based on the results of an actuarial experience study for the period July 1, 2009,
through June 30, 2014. Additional actuarial assumptions are disclosed in the Required
Supplementary Information.

Actuarial Assumptions

inflation Rate 2.75%
Salary Increases Rates vary by years of service
Investment Rate of Return 5.00%

Mortality rates were as follows: Active: RP-2014 Blue Collar Healthy Employee; Post-
Retirement: RP-2014 Blue Collar Healthy Annuitant; Disabled: RP-2014 Blue Collar Healthy
Annuitant set forward four years. These incorporate generational mortality improvement using
MP-2014 two-dimensional mortality improvement scales.

Rate of Return
For the year ended June 30, 2020, the annual money-weighted rate of return on pension plan
investments (excluding cash equivalents), net of pension plan investment expense was 2.6%.

The money-weighted rate of return expresses investment performance, net of investment
expense, adjusted for the changing amounts actually invested.
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NOTES TO THE FINANCIAL STATEMENTS (continued)
June 30, 2020

NOTE 11: EMPLOYEES’ RETIREMENT SYSTEM (continued)

Policemen’s Pension and Relief Fund (continued)

Rate of Return (continued)

The long-term expected rate of return on pension plan investments is 5% and target asset.
allocation as of June 30, 2020, is summarized in the following chart:

Target
Asset Class Allocation
U.S. Large Cap Growth 10.00%
U.S. Large Cap Value 10.00%
U.S. Small Cap Growth 5.00%
U.S. Small Value 3.00%
International Developed Equity 4.00%
Emerging Markets Equity 3.00%
Fixed Income 65.00%

100.00%

Net Pension Liability, Reserves and Discount Rate

The current year net pension liability is shown below. The annual required contributions were
made in accordance with State Code.

Reserves

There are no assets legally reserved for purposes other than the payment of plan members
benefits.

Net Pension Liability

The Municipality’s net pension liability is as follows:

Total pension liability $1,209,673
Plan fiduciary net position (622,819)
Net pension liability $ 686,854

Plan fiduciary net position as a
percentage of the total pension liability 43.22%
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Municipality of Charles Town, West Virginia
NOTES TO THE FINANCIAL STATEMENTS (continued)
June 30, 2020

NOTE 11: EMPLOYEES’ RETIREMENT SYSTEM (continued)

Policemen’s Pension and Relief Fund (continued)

Deferred Outflows of Resources and Deferred Inflows of Resources Related to Pension

At June 30, 2020, The Municipality reported deferred outflows of resources and deferred inflows
of resources related to the pension from the following sources:

Deferred Outflows Deferred Inflows
of Resources of Resources

Net difference between projected and actual earnings
on pension plan investments 3 18,876 $ -

Amounts reported as deferred outflows of resources and deferred inflows of resources related
to pensions will be recognized in pension expense as follows:

Year ended June 30

2021 $ 6,741
2022 5,308
2023 4,375
2024 2,452
Total $ 18,876

Discount Rate

The discount rate used to measure the total pension liability was 5.00% and the municipal bond
rate used was 3.13% (BOY) and 2.45% (EQY). The projection of cash flows used to determine
these discount rates assumed that the plans sponsor would make the statutory required
contribution as defined by the funding policy. Based on those assumptions, the pension plan’'s
fiduciary net position was projected to be available to make all projected future benefit
payments of current plan members. Therefore, the single discount rate of 5.00% was applied to
all periods of projected benefit payments to determine the total pension liability.

The following chart presents the sensitivity of the net pension liability to changes in the discount
rate, calculated using the discount rates as used in the actuarial evaluation, and what the net
pension liability would be if it were calculated using a discount rate that is 1% lower or 1%
higher than the current rate:

Current
1% Discount 1%
Decrease Rate Increase
4.00% 5.00% 6.00%
PPRF's net pension liability $ 816,464 $ 686,854 $ 577,079
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NOTES TO THE FINANCIAL STATEMENTS (continued)
June 30, 2020

NOTE 12: POSTEMPLOYMENT BENEFITS OTHER THAN PENSIONS (OPEB)
General Information about the OPEB Plan

Plan Description

The Municipality contributes to the West Virginia Other Postemployment Benefit Plan (The
Plan), a cost-sharing, multiple-employer defined benefit postemployment healthcare plan. The
financial activities of the Plan are accounted for in the West Virginia Retiree Health Benefit Trust
Fund (RHBT), a fiduciary fund of the State of West Virginia. The Plan is administered by a
combination of the West Virginia Public Employees Insurance Agency (PEIA) and the RHBT
staff. Plan benefits are established and revised by PEIA and the RHBT management with
approval of the Finance Board. The Finance Board is comprised of nine members. Finance
Board members are appointed by the Governor, serve a term of four years and are eligible for
reappointment. The State Department of Administration cabinet secretary serves as Chairman
of the Board. Four members represent labor, education, public employees and public retirees.
The four remaining members represent the public at large. The Plan had approximately 43,000
policyholders and 95,000 covered lives at June 30, 2019. The RHBT audited financial
statements and actuarial reports can be found on the PEIA website at www.peia.wv.gov. You
can also submit your questions in writing to the West Virginia Public Employees Insurance
Agency, 601 57" Street, SE, Suite 2, Charleston WV 25304. :

Benefits Provided

The Plan provides medical and prescription drug insurance and life insurance. The medical and
prescription drug insurance is provided through two options: 1) Self-Insured Preferred Provider
Benefit Plan (primarily for non-Medicare-eligible retirees and spouses) and 2) External Managed
Care Organizations (primarily for Medicare-eligible retirees and spouses).

Contributions

Paygo premiums are established by the Finance Board annually. All participating employers
are required by statute to contribute this premium to the RHBT at the established rate for every
active policyholder per month. The active premiums subsidized the retirees’ health care by
approximately $152 million for the fiscal year ended June 30, 2019. For the year ended June
30, 2020, contributions to the OPEB plan from the Municipality were $52,895.

OPEB Liabilities, OPEB Expense, and Deferred Outflows of Resources and Deferred
Inflows of Resources Related to OPEB

At June 30, 2020, the Municipality reported a liability of $431,790 for its proportionate share of
the net OPEB liability. The net OPEB liability, deferred inflows and outflows of resources, and
OPEB expense were determined by an actuarial valuation date as of June 30, 2018, rolled
forward to June 30, 2019, which is the measurement date. The Municipality’s proportion of the
net OPEB liability was based on a projection of the Municipality's long-term share of
contributions to the OPEB plan relative to the projected contributions of all participating
governments, actuarially determined. At June 30, 2019, the Municipality's proportionate share
was 0.026025078%, which was an increase of 0.00055987% from its proportion measured as of
June 30, 2018.

For the year ended June 30, 2020, the Municipality recognized OPEB expense (income) of
$(33,885).
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June 30, 2020

NOTE 12: POSTEMPLOYMENT BENEFITS OTHER THAN PENSIONS (OPEB) (continued)

OPEB Liabilities, OPEB Expense, and Deferred Outflows of Resources and Deferred
Inflows of Resources Related to OPEB (continued)

The Municipality reported deferred outflows of resources and deferred inflows of resources
related to OPEB from the following sources:

Deferred Outflows Deferred Inflows
of Resources of Resources
Changes in proportion and differences between
Municipality contributions and proportionate share
of contributions $ 28,630 $ 59,634
Net difference between projected and actual
investment earnings on OPEB plan investments 2,455 7,113
Reallocation of opt-out employer change in
proportionate share 107 11,617
Difference between expected and actual experience - 50,359
Change in assumptions - 87,570
Municipality contributions subsequent to the
measurement date 52,895 -
$ 84,087 $ 216,293

The amount reported as deferred outflows of resources related to OPEB resulting from
Municipality contributions subsequent to the measurement date will be recognized as a
reduction of the net OPEB liability in the year ending June 30, 2021. Other amounts reported
as deferred outflows of resources and deferred inflows of resources related to OPEB will be
recognized as follows:

Year ended June 30

2021 $  (77,306)
2022 (67,034)
2023 (33,838)
2024 (6,923)
Total $ (185,101)
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June 30, 2020

NOTE 12: POSTEMPLOYMENT BENEFITS OTHER THAN PENSIONS (OPEB) (continued)

OPEB Liabilities, OPEB Expense, and Deferred Outflows of Resources and Deferred
Inflows of Resources Related to OPEB (continued)

Actuarial Assumptions

The total OPEB liability was determined by an actuarial valuation as of June 30, 2018, using the
following actuarial assumptions, applied to all periods included in the measurement, unless

otherwise specified.
Inflation rate
Wage inflation

Salary increases

Investment rate of return

Healthcare cost trend rates

Actuarial Cost Method
Amortization Method
Remaining Amortization Period

Mortality Rates

2.75%
4.00%

Dependent upon pension system, ranging from
3.0% to 6.5%, including inflation.

7.15%, net of OPEB plan investment expense,
including inflation.

Actual trend used for fiscal year 2019. For fiscal
years on and after 2020, trend starts at 8.00%

and 10.00% for pre and post-Medicare, respectively,
and gradually decreases to an ultimate trend of
4.50%. Excess trend rate of 0.13% and 0.00% for
pre and post-Medicare, respectively, is added

to healthcare trend rates pertaining to per capita
claims beginning in 2022 to account for the excise
tax.

Entry age normal
Level percentage of payroll, closed
20 year closed period as of June 30, 2017

Active - 100% of RP-2000 Non-Annuitant,
Scale AA fully generational

Retired healthy males - 110% of RP-2000 Healthy
Annuitant, Scale AA fully generational

Retired healthy females - 101% of RP-2000 Healthy
Annuitant, Scale AA fully generational

Disabled males - 96% of RP-2000 Disabled Annuitant,
Scale AA fully generational

Disabled females - 107% of RP-2000 Disabled
Annuitant, Scale AA fully generational

The actuarial assumptions used in the valuation were based on the results of an actuarial
experience study for the period July 1, 2010 through June 30, 2015.
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June 30, 2020
NOTE 12: POSTEMPLOYMENT BENEFITS OTHER THAN PENSIONS (OPEB) (continued)

OPEB Liabilities, OPEB Expense, and Deferred Outflows of Resources and Deferred
Inflows of Resources Related to OPEB (continued)

Actuarial Assumptions (continued)

The long-term rates of return on OPEB plan investments are determined using a building-block
method in which estimates of future real rates of returns (expected returns, net of OPEB plan
investment expense and inflation) are developed for each major asset class. These ranges are
combined to produce the long-term expected rate of return by weighting the expected future real
rates of return by the target asset allocation percentages and by adding expected inflation. The
strategic asset allocation consists of 55% equity, 15% fixed income, 10% private equity, 10%
hedge fund and 10% real estate invested. Short-term assets used to pay current year benefits
and expenses are invested with the WVBTI. Best estimates of long-term geometric rates are
summarized in the following table:

Long-Term Expected

Asset Class Real Rate of Return
Large Cap Domestic 17.0%
Non-Large Cap Domestic 22.0%
International Qualified 22.6%
International Non-Qualified 24 3%
International Equity 26.2%
Short-Term Fixed : 0.5%
Total Return Fixed Income 6.7%
Core Fixed Income 0.1%
Hedge Fund 5.7%
Private Equity 19.6%
Real Estate 8.3%
Opportunistic Income 4.8%
Cash 0.0%

Discount Rate

The discount rate used to measure the OPEB liability was 7.15%. The projection of cash flows
used to determine the discount rate assumed that contributions would be made at rates equal to
the actuarially determined contribution rates, in accordance with prefunding and investment
policies. The OPEB plan's fiduciary net position was projected to be available to make all
projected future benefit payments of current plan members. Therefore, the long-term expected
rate of return on OPEB plan investments was applied to all periods of projected benefit
payments to determine the total OPEB liability. Discount rates are subject to change between
measurement dates.
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June 30, 2020

NOTE 12: POSTEMPLOYMENT BENEFITS OTHER THAN PENSIONS (OPEB) (continued)

OPEB Liabilities, OPEB Expense, and Deferred Outflows of Resources and Deferred
Inflows of Resources Related to OPEB (continued)

Sensitivity of the Municipality’s Proportionate Share of the Net OPEB Liability to Changes in the
Discount Rate

The following chart presents the Municipality’s proportionate share of the net OPEB liability, as
well as what the proportionate share of the net OPEB liability would be if it were calculated
using a discount rate that is 1 percentage point lower or 1 percentage point higher than the
current discount rate:

1% Decrease Discount Rate 1% Increase
6.15% 7.15% 8.15%

$ 515320 g 431,790 g 361,882

Sensitivity of the Municipality’s Proportionate Share of the Net OPEB Liability to Changes in the
Healthcare Cost Trend Rates

The following chart presents the Municipality’s proportionate share of the net OPEB liability, as
well as what the proportionate share of the net OPEB liability would be if it were calculated
using healthcare cost trend rates that are 1 percentage point lower or 1 percentage point higher
than the current healthcare cost trend rates described in the actuarial assumptions:

1% Cost Trend - 1%
Decrease Rates Increase

$ 348,176  § 431,790 $ 533,255

OPEB Plan Fiduciary Net Position

Detailed information about the OPEB plan’s fiduciary net position is available in the separately
issued financial report available at the West Virginia Public Employee Insurance Agency’s
website at peia.wv.gov. That information can also be obtained by writing to the West Virginia
Public Employee Insurance Agency, 601 57" Street, Suite 2, Charleston, WV 25304.

Utility Board (Component Unit)

Information regarding the Utility Board’s postemployment benefits other than pensions can be
found in the separately issued Utility Board audited financial statements.
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Municipality of Charles Town, West Virginia
NOTES TO THE FINANCIAL STATEMENTS (continued)
June 30, 2020

NOTE 14: RISK MANAGEMENT

The Municipality is exposed to various risks of loss related to torts; theft of, damage to and
destruction of assets; errors and omissions; and natural disasters for which the government
carries umbrella (general liability) insurance for these various risks.

The Municipality provides insurance coverage to employees for job-related injuries through
Travelers Insurance Company and offers health insurance to all eligible employees through
Public Employees Insurance Agency (PEIA).

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

NOTE 15: COMMITMENTS AND CONTINGENCIES

Litigation

The Municipality is routinely a party to various legal proceedings which normally occur in
governmental operations. These legal proceedings are not likely to have a material adverse

impact on the affected funds of the Municipality, when considered in relation to insurance
coverage in force.

Federal and State Grants

In the normal course of operations, the Municipality receives grant funds from various federal
and state agencies. The grant programs are subject to audit by agents of the granting authority,
the purpose of which is to ensure compliance with conditions precedent to the granting of funds.
Any liability for reimbursement which may arise as a result of these audits is not believed to be
material.

NOTE 16: CHARLES WASHINGTON HALL HISTORIC TAX CREDITS

Improvements were made in prior years to the Charles Washington Hall facility representing
qualified rehabilitation expenditures for purposes of claiming Federal And State Historic Tax
Credits. The Federal and State Historic Tax Credits represent 20% and 10% of qualified
rehabilitation expenditures, respectively. Because the Municipality and Building Commission
are tax exempt entities, the Municipality entered into a partnership, Charles Washington Hall
Landlord, LLC, with a private investor to enable the Building Commission to receive a financial
benefit from the federal and state tax credits. During the year ended June 30, 2017, tax credits
were sold at a discount to the private investor through Charles Washington Hall Landlord, LLC.
The Building Commission, as the property owner and developer, is due a $718,616 developer
fee from the partnership. The developer fee has not been paid as of June 30, 2020 and is
contingent on Charles Washington Hall Landlord, LLC cash flows as defined by the Charles
Washington Hall Landlord, LLC operating agreement. The Building Commission received,
through a wholly owned Municipal entity (Charles Washington Hall Manager, LLC), $395,717
from the sale of State Historic Tax Credits during the year ended June 30, 2017.

Both the developer fee and the proceeds from the sale of state tax credits were offset against
the book value of the Charles Washington Hall facility.

There are various rights and restrictions contained in lease agreements, operating agreements,
a developer agreement, contribution agreements, and other agreements that pertain to the
leasing operations of Charles Washington Hall during the existence of Charles Washington Hall
Landlord, LLC which is generally for a 40 year period.
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Municipality of Charles Town, West Virginia
NOTES TO THE FINANCIAL STATEMENTS (continued)

NOTE 17: FUND BALANCE

Fund balance is classified as nonspendable, restricted, committed, assigned,

June 30, 2020

and/or

unassigned based primarily on the extent to which the Municipality is bound to observe

constraints imposed upon the use of the resources in governmental funds.

The constraints

placed on fund balance for the major governmental funds and all other governmental funds are

presented below:

Fund Balance General

Capital Sales
Coal Reserve Tax
Severance Fund Fund

Residual
Fund

Bond
Escrow
Fund

Other

Nonspendable:
None $ -

Restricted for:

Law enforcement -

Developer bond repayment -
Committed for:

Capital outlays/debt service

on capital projects -
Assigned for:

Carryover in fiscal year

June 30, 2021 budget 1,616,722

General government operations/

capital outlay -

Community development -

Law enforcement -

Parks and Recreation

2,435,051 2,344 627

66,668 - 7

1,305,026

2,702

83,408

62,853

951

16,530

Total fund balance $ 1,616,722

$ 66,668 $ 2,435,051 $ 2,344,627

$ 1,305,026

$2,702

$ 163,742
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Municipality of Charles Town, West Virginia
NOTES TO THE FINANCIAL STATEMENTS (continued)
June 30, 2020

NOTE 18: UNCERTAINTIES RELATED TO THE GLOBAL PANDEMIC

During the year ended June 30, 2020, local, U.S. and world governments encouraged self-
isolation to curtail the spread of the global pandemic, coronavirus disease (COVID-19), by
mandating temporary work stoppage in many sectors and imposing limitations on travel, size
and duration of group meetings. Most organizations have, and continue to, experience
disruption to business operations and the impact of reduced consumer spending and increased
operating costs, including the Municipality. There is unprecedented uncertainty surrounding the
duration of the pandemic, its potential economic ramifications, and any government actions to
mitigate them. Accordingly, while it is difficult to quantify the effects on the Municipality, it is
reasonably possible there will be an effect on the Municipality’'s operations in fiscal year 2021
and beyond.

Federal and state governments have passed legislation, promulgated regulations, and taken
other administrative actions intended to assist organizations during the COVID-19 public health
emergency. Sources of relief include the federal Coronavirus Aid, Relief, and Economic
Security (CARES) Act, which was enacted on March 27, 2020, which mcIuded among other
programs, the Coronavirus Relief Fund and Provider Relief Fund.

The government funding received by the Municipality, and the corresponding accounting for the
funding is outlined below:

Coronavirus Relief Funds

During the year ended June 30, 2020, the Municipality had $82,826 of qualified expenses that
are reimbursable through the coronavirus relief fund program established by the CARES Act.
According to guidance provided by the Department of the Treasury, funding can be used to
meet payroll expenses for public safety, public health, health care, human services, and similar
employees whose services are substantially dedicated to mitigating or responding to the
COVID-19 public health emergency. Funds can also be used for eligible COVID-19 related
expenses. Funds are passed through the State of West Virginia to the Municipality.

Based on the Municipality's calculation of qualifying expenses, the Municipality has recognized,
$82,826 of funds as operating grants on the statement of revenues, expenditures, and changes
in fund balance during the year ended June 30, 2020. The Municipality received $82,826 after
the year ended and recorded the amount as a grant receivable on the balance sheet as of June
30, 2020.

While the Municipality has utilized all available current information in determining the proper

utilization and accounting for these funds, additional regulatory guidance is expected that could
have a material impact on how the Municipality has recognized pandemic relief funds.

NOTE 19: SUBSEQUENT EVENTS
The Municipality has evaluated all subsequent events through September 10, 2021, the

date the financial statements were available to be issued. The Municipality has determined
there are no additional subsequent events that require recognition or disclosure.

59



REQUIRED SUPPLEMENTAL INFORMATION



Municipality of Charles Town, West Virginia

SCHEDULE OF THE MUNICIPALITY'S PROPORTIONATE SHARE OF THE COLLECTIVE NET PENSION LIABILITY

June 30, 2020

Public Employees Retirement System
Last 10 Fiscal Years

2020 2019 2018 2017 2016 2015 2014

Municipality's proportionate share
of the net pension liability (%) .133383% .123702% .135038% .130821% .123718% 120059% -116021%
Municipality's proportionate share

of the net pension liability ($) $ 286,791 $ 319464 $ 582,885 $1,202400 $ 690,846 $ 443096 $ 1,057,685
Municipality's covered-employee payroll $2,021,340 $1,904,760 $1,935009 $1,853925 $ 1706834 $ 1693143 $ 1606497
Municipality's proportionate share of

net pension liability as a % of its

covered-employee payroll 14.19% 16.77% 30.12% 64.86% 40.48% 26.17% 65.84%
Plan fiduciary net position as a

percentage of the total pension liability 96.99% 96.33% 99.56% 86.11% 91.29% 93.98% 79.70%

Note: This data will be presented prospectively until ten years is accumulated.
The amounts presented for each fiscal year were determined as of June 30th.
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Municipality of Charles Town, West Virginia
SCHEDULE OF THE MUNICIPALITY'S PENSION PLAN CONTRIBUTIONS
June 30, 2020

Public Employees Retirement System
Last 10 Fiscal Years

Contractually required contribution 3

Contributions in relation to the
contractually required contribution

Contribution deficiency (excess) 3

Municipality's covered-employee payrol $ 2,021,340

Contributions as a percentage of
covered-employee payrolt

2019 2018 2017 2016 2015 2014 2013 2012 2011
$ 190,476 $ 212,851 $ 222,471 $ 243,364 $§ 237,040 $ 232,942 $ 218,397 $ 222,826 $ 189,161
(190,476) (212,851) (222,471) (243,364) (237.040) (232,942) (218,397) (222,826) (189,161)
$ = 8 -3 - 3 - s - 8 N | - - 8 -
$ 1,904,760 $ 1,935,009 $ 1,853,925 $ 1802696 $ 1693143 $ 1.606,497 $ 1,559.979 $ 1,536,731 $ 1,513,288
10.0% 11.0% 12.0% 13.5% 14.0% 14.5% 14.0% 14.5% 12.5%

Note: The amounts presented for each fiscal year were determined as of June 30th.
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Municipality of Charles Town. West Virginia
POLICEMEN'S PENSION AND RELIEF FUND SUPPLEMENTARY INFORMATION
For the Fiscal Year Ended June 30, 2020

SCHEDULE OF CHANGES IN EMPLOYER NET PENSION LIABILITY AND RELATED RATIOS

2020 2018 2018 2017 2016 2015 2014

Total pension liability
Service cost $ - $ - $ - § - § - 8 - $ -
Interest on total pension liability 61,494 61,897 63,310 72,157 73,313 74,674 76,052
Difference between expected

and actual experience (39,085) 17,892 (150,063) (8,200) 9,315 6,054 -
Assumption changes . - - - 152,520 - -
Benefits payments (85,250) (90,457) (92,708) (105,358) {109,553) (107,918) (106,408)
Net change in total pension liability (62,821) (10,668) (179,461) (41,401) 125,595- (27,190) (30,356)
Total pension liability - beginning 1,272,494 1,283,162 1,462,623 1,604,024 1,378,429 1,405,619 1,435,975
Total pension liability - ending (a) $ 1209673 §$§ 1272494 § 1,283,162 $ 1,462,623 §$ 1,504,024 § 1,378429 $ 1,405,619
Plan fiduciary net position
Contributions - employer $ 91,540 § 90,338 § 98,960 $ 98,049 $ 85871 § 93,468 $ 111,388
Contributions - members - - - - - - -
Net investment income 13,087 14,901 17,325 17,191 5,562 6,065 19,050
Benefit payments (85,250) (90,457) (92,708) (105,358) (109,553) (107,918) (106,408)
Administrative expenses (993) - (920) (4,793) (2,478) (4,056) (3,145)
Other - (1,.212) 5,219 11,119 5,390 - 5,680
Net change in plan fiduciary net position 18,384 13,570 27,876 16,208 (15,208) (12,441) 26,565
Plan fiduciary net position - beginning, as adjusted 504,435 490,865 462,969 490 535 462 469 474,910 448,345
Plan fiduciary net position - ending (b) $ 522819 § 504435 § 490,865 $ 506,743 § 447,261 § 462,469 $ 474910
Net pension liability - ending (a) - (b) $ 686854 § 768,059 §$ 792297 $ 0955880 $ 1056763 § 915960 $ 930,708
Plan fiduciary net position as a
percentage of the total pension liability 43.22% 39.64% 38.25% - 3465% 29.74% 33.55% 33.79%
Covered employee payroll 3 - 3 - 8 - 8 - $ - $ - 8 -
Net pension liability as a percentage
of covered employee payroll N/A N/A N/A N/A N/A N/A N/A
Expected average remaining service years
of all participants - - 1.00 1.00 1.00 1.00 -

Only seven years are presented due to the availability of the information. The application of the reporting
requirements will be prospective to cover ten years
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Municlpality of Charles Town West Virginia
POLICEMEN'S PENSION AND RELIEF FUND SUPPLEMENTARY INFORMATION (continued)
Forthe Fiscal Year Ended June 30, 2020

SCHEDULE OF EMPLOYER CONTRIBUTIONS

2020 2019 2018 2017 2016 2015 2014 2013
Actuarially determined contribution $ 85216 §$ 840833 § 98,960 $98,048 § 85057 $ 86,748 $ 112230 § 124,337
Contributions in relation to the actuarially
determined contribution )

Employer provided 80,081 80,229 85,506 83,965 73,086 79,204 100,741 110,655
State provided 11,459 10,108 13454 14,084 12,785 14,264 12,549 15,148
Contribution deficiency (excess) 5_(6324) § (5.505) § - s (1) § (814) $ (6722) § (1.060) $ (1.466)
Covered payroll s - § - 8 - 8 = 8§ - 8 - 8 - 8§ -

Actual contribution as a percent of
covered payroll N/A N/A N/A N/A N/A N/A N/A NIA

Only eight years are presented due to the availability of the information. The application of the reporting
requirements will be prospective to cover ten years

NOTES TO SCHEDULE
Valuation date
Actuarially determined contribution amounts are calculated as of the beginning of the flscal year (July 1) for the year immediately following the fiscal year. Actuarial.

valuations are performed every year

Methods and assumptions used to determine centnbution rates.

Actuarial cost method Entry Age Normal | s

Amartization method Level Dallar '

Remaining amortization period 13 years

Assel valuation method Market Value

Inflation 2.75 percent

Salary increases Rates vary by years of service

Investment rate of return 5.00%, net of pension plan investment expense, including inflatior’

Retirament age Rates vary by age .

Mortality RP-2014 Blue Collar Mortality Table with generational projection using Scale MP-2014
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Municipality of Charles Town, WestVirginia

SCHEDULE OF THE MUNICIPALIITY'S PROPORTIONATE SHARE OF THE NET OPEB LIABILITY

For the year ended June 30, 2020
Public Employees Insurance Agency

2020 2019 2018 2017

Municipality's proportion of the net OPEB liability 0.025465208%  0.025465208%  0.024077117%  0.030681644%
Municipality's proportionate share of the net OPEB liability $ 546,340 % 546,340 $ 592,054 $ 761,925
Municipality's covered-employee payroll $ 2021340 $ 1817,062 §$ 1,806,825 $ 1,996,927
Municipality's proportionate share of the net OPEB liability

as a percentage of its covered-employee payroll 27.03% 30.07% 32.77% 38.15%
Plan fiduciary net position as a percentage of the total

OPEB liability 30.98% 30.98% 25.10% 21.64%

*Applicable information was available for four years for this schedule.
The amounts presented for each fiscal year were determined as of June 30th.
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Municipality of Charles Town, West Virginia
SCHEDULE OF THE MUNICIPALITY'S OPEB PLAN CONTRIBUTIONS
For the year ended June 30, 2020
Public Employees Insurance Agency

2020 2019 2018 2017

Contractually required contribution $ 55,248 $ 55248 $ 52,038 9% 49,454
Contributions in relation to the contractually

required contribution (55,248) (55,248) (52,038) (49,454)
Contribution deficiency (excess) 3 - 9 - 9 - 9% -
Municipality's covered-employee payroll $ 2021340 $ 1,817,062 $ 1,806,825 $ 1,996,927
Contributions as a percentage of covered-

employee payroll 2.73% 3.04% 2.88% 2.48%

*Applicable information was available for four years for this schedule.
The amounts presented for each fiscal year were determined as of June 30th.
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Municipality of Charles Town, West Virginia
NOTES TO THE REQUIRED SUPPLEMENTARY INFORMATION
June 30, 2020

WEST VIRGINIA PUBLIC EMPLOYEES RETIREMENT SYSTEM - PENSION

There were no significant actuarial assumption changes for the pension during the year.

WEST VIRGINIA RETIREE HEALTH BENEFITS TRUST - OPEB

There were no significant actuarial assumption changes for OPEB during the year.
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Municipality of Charles Town, West Virginia

STATEMENT OF REVENUES, EXPENDITURES

AND CHANGES IN FUND BALANCE - BUDGET AND ACTUAL -

GENERAL FUND

For the year ended June 30, 2020

REVENUES

Taxes (including interest and penalties):
General property tax
Business and occupation tax
Alcoholic beverages tax
Utility services tax
Hotel/motel tax
Other taxes

Total taxes

Licenses and permits
Intergovernmental:
Federal
State
Charges for services
Fines and forfeits
Street paving fees
Franchise fees
Interest
Video lottery
Gaming income
Fees
Reimbursements
Miscellaneous

Total revenues
EXPENDITURES
General government
Public safety
Streets and transportation
Culture and recreation
Total expenditures
Excess (deficiency) of revenues over expenditures
Other financing sources (uses)
Transfers from other funds
Transfers to other funds
Total other financing sources (uses)
Excess (deficiency) of revenues and other
financing sources over expenditures and
other financing uses

Fund balance at beginning of year

Fund balance at end of year

Variance with

Final Budget -

Original Final Favorable
Budget Budget Actual (Unfavorable)
$ 1214587 $ 1214587 $ 1,245749 $ 31,162
825,000 825,000 646,615 (178,385)
5,750 5,750 16,266 10,516
248,000 248,000 263,858 15,858
73,000 73,000 57,188 (15,812)
7,500 7,500 9,941 2,441
2,373,837 2,373,837 2,239,617 (134,220)
107,500 107,500 80,036 (27,464)
15,000 15,000 82,826 67,826
4,000 4,000 5,940 1,940
25,000 25,000 79,240 54,240
334,000 334,000 295,508 (38,492)
100,000 100,000 129,119 29,119
50,000 50,000 82,072 32,072
2,000 2,000 17,027 15,027
650,000 650,000 582,286 (67,714)
240,000 240,000 200,298 (39,702)
43,000 43,000 59,949 16,949
160,000 160,000 111,049 (48,951)
30,000 30,000 54,337 24,337
4,134,337 4,134,337 4,019,304 (115,033)
1,641,156 1,725,317 1,331,000 394,317
2,012,850 2,015,450 1,995,977 19,473
701,731 606,131 511,589 94,542
153,600 153,600 56,724 96,876
4,509,337 4,500,498 3,895,290 605,208
(375,000) (366,161) 124,014 490,175
925,000 925,000 925,000 -
(1,050,000) (1,243,421) (978,382) 265,039
(125,000) (318.421) (53,382) 265,039
(500,000) (684,582) 70,632 755,214
500,000 684,582 1,546,090 861,508

3 - 3 - $1616,722 $1,616,722
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Municipality of Charles Town, West Virginia
STATEMENT OF REVENUES,
EXPENDITURES AND CHANGES IN FUND BALANCE -
BUDGET AND ACTUAL - COAL SEVERANCE TAX FUND
For the year ended June 30, 2020

Variance with
Final Budget -
Original Final Favorable

Budget Budget Actual (Unfavorable)
oucget __Zudgst

REVENUES
Intergovernmental:
State $ 15,000 $ 15,000 $ 13,385 $ (1,615)
Interest - - 636 636
Total revenues 15,000 15,000 14,021 (979)
EXPENDITURES
Streets and Transportation 59,100 62,273 - 62,273
Total expenditures 59,100 62,273 - 62,273
Excess (deficiency) of revenues over expenditures (44,100) (47,273) 14,021 61,294
Fund balance at beginning of year 44,100 47,273 52,647 5,374
Fund balance at end of year $ - $ - $ 66,668 $ 66,668
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Municipality of Charles Town, West Virginia
COMBINING BALANCE SHEET - NONMAJOR GOVERNMENTAL FUNDS

ASSETS

Cash
Restricted cash
Due from other funds

Total assets

LIABILITIES AND FUND BALANCES

Liabilities:
Accounts payable
Due from other funds

Total liabilities

Fund balances:
Nonspendable
Restricted
Committed
Assigned
Unassigned

Total fund balances

Total liabilities and fund balances

June 30, 2020

Parks and Community Law
Recreation Development Enforcement
Fund Fund Fund Totals
$ 21,273 $ 62853 $ 951 $ 85077
- - 83,408 83,408
2676 - - 2,676
$ 23,949 $ 62,853 $ 84,359 $ 171,161
$ 6,713 $ - $ < $ 6,713
706 - 706
7,419 - - 7,419
- - 83,408 83,408
16,530 62,853 951 80,334
16,530 62,853 84,359 163,742
$ 23,949 $ 62,853 $ 84,359 $ 171,161
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Municipality of Charles Town, West Virginia

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

NONMAJOR GOVERNMENTAL FUNDS
For the year ended June 30, 2020

REVENUES
Charges for services
Interest
Grants and contributions
Confiscated property
Other

Total revenues
EXPENDITURES
General government
Public safety
Streets and transportation
Culture and recreation
Total expenditures
Excess (deficiency) of revenues over expenditures
Other financing sources (uses):
Transfers from other funds
Transfer to other funds
Total other financing sources (uses)
Net change in fund balance

Fund balance at beginning of year

Fund balance at end of year

Parks and Community Law
Recreation Development Enforcement
Fund Fund Fund Totals
$ 20,094 $ - $ - $ 20,094
319 638 914 1,871
2,500 - - 2,500
= 8,304 8,304
2,039 - 77 2,116
24,952 638 9,295 34,885
107,513 107,513
107,513 107,513
(82,561) 638 9,295 (72,628)
79,735 - 79,735
79,735 - 79,735
(2,826) 638 9,295 7,107
19,356 62,215 75.064 156,635
$ 16,530 $ 62,853 $ 84,359 $ 163,742
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INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER 740 435 3417
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS
REQUIRED BY GOVERNMENT AUDITING STANDARDS

September 10, 2021

Municipality of Charles Town
Jefferson County

101 East Washington Street
Charles Town, WV 25414

To the Members of Council:

We have audited, in accordance with auditing standards generally accepted in the United States and the
Comptroller General of the United States’ Government Auditing Standards, the financial statements of
the governmental activities, the discretely presented component units, each major fund, and the
aggregate remaining fund information of the Municipality of Charles Town, West Virginia (the
Municipality) as of and for the year ended June 30, 2020, and the related notes to the financial
statements, which collectively comprise the Municipality’s basic financial statements and have issued our
report thereon dated September 10, 2021, wherein we noted the ensuing emergency measures will
impact subsequent periods of the Municipality.

Internal Control Over Financial Reporting

As part of our financial statement audit, we considered the Municipality’s internal control over financial
reporting (internal control) as a basis for designing audit procedures appropriate in the circumstances to
the extent necessary to support our opinion on the financial statements, but not to the extent necessary to
opine on the effectiveness of the Municipality’s internal control. Accordingly, we have not opined on it.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, when performing their assigned functions, to prevent, or detect and timely
correct misstatements. A material weakness is a deficiency, or combination of internal control deficiencies
resulting in a reasonable possibility that internal control will not prevent or detect and timely correct a
material misstatement of the Municipality’s financial statements. 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 internal control deficiencies that might be material
weaknesses or significant deficiencies. Given these limitations, we did not identify any deficiencies in
internal control that we consider material weaknesses. However, unidentified material weaknesses may
exist.

Tax - Accounting — Audit — Review — Compilation — Agreed Upon Procedure — Consultation — Bookkeeping — Payroll — Litigation Support — Financial Investigations
Members: American Institute of Certified Public Accountants
* Ohio Society of CPAs ® West Virginia Society of CPAs e Association of Certified Fraud Examiners e Association of Certified Anti-Money Laudering Specialists
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Municipality of Charles Town

Jefferson County

Independent Auditor’'s Report on Internal Control Over
Financial Reporting and on Compliance and Other Matters
Required by Government Auditing Standards

Page 2

Compliance and Other Matters

As part of reasonably assuring whether the Municipality’s financial statements are free of material
misstatement, we tested its compliance with certain provisions of laws, regulations, contracts, and grant
agreements, noncompliance with which could directly and materially affect the financial statements.
However, opining on compliance with those provisions was not an objective of our audit and accordingly,
we do not express an opinion. The results of our tests disclosed no instances of noncompliance or other
matters we must report under Government Auditing Standards.

Purpose of this Report

This report only describes the scope of our internal control and compliance testing and our testing results,
and does not opine on the effectiveness of the Municipality’s internal control or on compliance. This
report is an integral part of an audit performed under Government Auditing Standards in considering the
Municipality’s internal control and compliance. Accordingly, this communication is not suitable for any
other purpose.

%%/M%/ AC

Perry and Associates
Certified Public Accountants, A.C.
Marietta, Ohio
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