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SBC

Scope Of * Audit of the June 30, 2025 financial statements
SGI’V]CGS * Preparation of the Uniform Financial Report (UFR)

* Available for year-round consultation




Summary of the Results

Issued an unmodified opinion on the financial statements

We did not discover any instances of fraud

Noted a material weakness in internal controls over financial reporting

Received full cooperation from management
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Status of Current and Prior Year Recommendation

Control Type

Current and Prior Year Recommendation

Current Year Status

-

SBC

Material Weakness in Internal
Controls over Financial
Reporting

SBC recommends the creation of closing checklists to record
accrual based items throughout the year
(receivables/payables) and reconcile to billings and
payments on a monthly basis.

Not Implemented

Audit adjustments were needed to record/adjust
cash, accounts receivable, fixed assets, notes
receivable, due from/due to other funds, and
accounts payable.




Assets

Cash and cash equivalents
Service charges receivable
Due from other governments
Loans receivable

Capital assets, net

Other assets

Total Assets

Liabilities

Accounts payable and accrued expenses
Compensated absences

Debt

Total Liabilities

Net Position

Net investment in capital assets
Unrestricted

Total Net Position

Summary Financial Information-Net Positionssc

Governmental Business-type Total

Activities Activities Primary Government

2025 2024 2025 2024 2025 2024
$ 856,591 § 565282 $ 1,017,423 § 845,294 $ 1,874,014 $ 1,410,576
- - 246,184 85,986 246,184 85,986
320,456 295,747 - - 320,456 295,747
2,207,651 2,222,651 - - 2,207,651 2,222,651
7,028,917 7,392,384 4,550,404 4,734,176 11,579,321 12,126,560
686,316 533,605 (668,155) (430,528) 18,161 103,077
11,099,931 11,009,669 5,145,856 5,234,928 16,245,787 16,244,597
338,804 124,259 111,727 121,088 450,531 245,347
106,942 111,550 - - 106,942 111,550
2,731,860 3,034,154 815,079 863,993 3,546,939 3,898,147
3,177,606 3,269,963 926,806 985,081 4,104,412 4,255,044
4,297,057 4,358,230 3,870,575 4,005,433 8,167,632 8,363,663
3,625,268 3,381,476 348,475 244,414 3,973,743 3,625,890
$ 7,922,325 § 7,739,706 $ 4,219,050 $§ 4,249,847 $ 12,141,375 $ 11,989,553




Summary Financial Information-
Changes in Net Position SBC

Governmental Business-type Total
Activities Activities Primary Government
2025 2024 2025 2024 2025 2024

Revenue
Program revenue:

Charges for services $ 47,306 $ 27,220 $ 1,021,481 $ 922,847 $ 1,068,787 $ 950,067

Operating grants and contributions 362,119 293,918 - - 362,119 293,918

Capital grants and contributions - - 30,000 60,000 30,000 60,000
General revenue:

Property taxes 1,302,567 1,248,718 - - 1,302,567 1,248,718

Other taxes 440,416 489,989 - - 440,416 489,989

Other 35,799 55,827 1,561 2,192 37,360 58,019
Total Revenue 2,188,207 2,115,672 1,053,042 985,039 3,241,249 3,100,711
Program Expenses

General government 1,113,393 1,302,263 - - 1,113,393 1,302,263

Public safety 183,664 101,473 - - 183,664 101,473

Public works 427,211 554,997 - - 427,211 554,997

Parks and recreation 198,384 326,669 - - 198,384 326,669

Interest on long-term debt 82,936 82,936 - - 82,936 82,936
Enterprise expenses

Water and sewer - - 1,083,839 841,583 1,083,839 841,583
Total Program Expenses 2,005,588 2,368,338 1,083,839 841,583 3,089,427 3,209,921
Transfers - - - - - -
Change in Net Position 182,619 (252,666) (30,797) 143,456 151,822 (109,210)

Net Position, End of Year $ 7,922,325 $ 7,739,706 $ 4,219,050  § 4,249,847 $ 12,141,375  _§ 11,989,553

Net position, beginning of year 7,739,706 7,992,372 4,249,847 4,106,391 11,989,553 12,098,763 6



Statement of Revenue and Expenses/ Expendi‘[uresﬁr

General and Water and Sewer Fund -
N «
General Fund Water and Sewer Fund
2025 2024 2025 2024

Revenue
General Fund

Property taxes $ 1,302,567 $ 1,248,718 $ - $

Local income taxes 431,313 487,880 -

Licenses and permits 13,700 16,884 -

Intergovernmental revenue 362,119 293,918 -

Charges for services 33,606 10,336 -

Other income 35,799 55,827 -
Water and Sewer Fund

Charges for services - - 957,314 922,847

Other revenue - - 95,728 62,192
Total Revenue $ 2,179,104  § 2,113,563 $ 1,053,042  $ 985,039




Statement of Revenue and Expenses/ Expenditures@r

SBC
General and Water and Sewer Fund
General Fund Water and Sewer Fund
2025 2024 2025 2024
Expenditures
General Fund
General government $ 956,162 § 971,284 $ - $ -
Public safety 183,664 101,473 - -
Public works 216,400 344,186 - -
Parks and recreation 118,421 246,706 - -
Capital outlays 69,146 289,452 - -
Debt service 385,230 417,043 - -
Water and Sewer Fund - - -
Depreciation - - 183,772 183,772
Insurance - - 13,971 6,652
Miscellaneous - - 25,535 38,357
Office expenses - - 7,808 7,889
Operator costs - - 459,517 334,053
Professional fees - - 12,056 6,085
Repairs and maintenance - - 257,519 141,858
Supplies and materials - - 10,083 5,411
Utilities - - 113,578 117,506
Total Program Expenses 1,929,023 2,370,144 1,083,839 841,583
Change in Net Position 250,081 (256,581) 30,797) 143,456
Net position, beginning of year 3,303,797 3,560,378 4,249,847 4,106,391

Net Position, End of Year $ 3,553,878 $ 3,303,797 $ 4219050 $ 4,249,847 8



SBC Audit Approach

“Focus on Risk, Controls, and Account Misstatement”

SBC

Agree on Expectations and Deliverables

FORCAM Audit Approach f“'-----“ﬂ

Focus on Risk, Controls, and Account Misstatement

Planning - Understand the Business & Risk

Client Acceptance + Client Environment * Tone at the Top
Materiality « Initial Risk Assessment « Audit Plan + Client Expectations

Assess & Test Design & Operations of Controls

What Can Go Wrong? * Test Ki
Map Accounts & Transactions * Id

Financial Close & Reporting

Misstatement Analysis

Analyze Balances « Financial Close Process
'rinciples Applied « Management’s Verification

Goals:
Detect Financial Statement Misstatement Risk

. . Detect Error
Substantive Testing - Accounting Principle

Negative Account Analysis « Negative Financial Close - Estimate

- Information Processing
- Account Balances

Firm & GAAS Required * Significant Estimates
Negative Operating Controls * Unusual Transactions

Fraud
GAAS Compliance & Reporting Business Failure
GAAS Checklist + Review Reports » Wrap Up quiness Imprqvement Opportunities
Draft Board/Management Presentation Client Expectations

Did We Meet Your Expectations?

Communicate Value Delivered and Measure Satisfaction

G = =0 =D = =D =D =D = =D =

G =0 30 =0 30 30 30 30 I =D 3D 3D 3



Assessment of Control Environment

&

SBC

Control Environment

Risk Assessment

Mechanisms to
anticipate, identify, and
react to significant
events

Processes and
procedures to identify
changes in GAAP,
business practices, and
internal control

Existence of necessary
policies and procedures
Clear financial objectives
with active monitoring
Logical segregation of
duties

Periodic comparisons of
book-to-actual and
physical count-to-books
Adequate safeguards of
documents, records, and
assets

Assess controls in place

Adequate performance
reports produced from
information systems
Information systems are
connected with business
strategy

Commitment of HR and
finance to develop, test, and
monitor IT systems and
programs

Business continuity and
disaster recovery for IT
Established communication
channels for employees to
fulfill responsibilities
Adequate communication
across organization

Periodic evaluations of
internal controls
Implementation of
improvement
recommendations
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Evaluation of Key Processes

Treasury

= Cash Management

= Investment Monitoring
= Investment Policy

= Reconciliation

=  |nvestment Accounting
=  |nvestment Valuation

=  Debt Accounting

=  Debt Compliance

Estimation

Methodology
Information

Calculation

Financial Reporting

Accounting Principles and
Disclosure

Closing the Books

Report Preparation
General Ledger and Journal
Entry Processing
Verification and Review of

Results

Expenditures/

Procurement

Purchasing
Receiving
Accounts Payable and Cash

Disbursement

11



Evaluation of Key Processes

Payroll

Revenue

Fixed Assets

=  Attendance Reporting
=  Payroll Accounting and
Processing

= Payroll Disbursements

Cash Receipts
Revenue Recognition
Reconciliation

Cutoff

Physical Custody
Asset and Construction in
Process Accounting

Report Preparation

12



SBC

Required Communications

13



Required Communications =%

1.

-

Auditor’s Responsibilities Under Generally Accepted Auditing Standards (GAAS)

The financial statements are the responsibility of management. Our audit was designed and performed in accordance with auditing standards
generally accepted in the United States of America, and provide for reasonable, rather than absolute, assurance that the financial statements

are free of material misstatement.

Significant Accounting Policies

Management has the responsibility for the selection and use of appropriate accounting policies. In accordance with the terms of our

engagement letter, we will advise management about the appropriateness of accounting policies and their application.

The significant accounting policies used by management are described in the notes to the financial statements.

Auditor’s Judgments About the Quality of Accounting Principles

We discuss our judgments about the quality, not just the acceptability, of accounting principles selected by management, the consistency of

their application, and the clarity and completeness of the financial statements, which include related disclosures.

We have reviewed the significant accounting policies adopted by the Town and have determined that these policies are acceptable accounting

policies.

14



Required Communications

Audit Adjustments

We are required to inform the Town’s oversight body about adjustments arising from the audit (whether recorded or not) that could in our judgment either
individually or in the aggregate have a significant effect on the entity’s financial reporting process. We also are required to inform the Town’s oversight body about

unadjusted audit differences that were determined by management to be individually and in the aggregate, immaterial.

Adjustments to properly state cash, accounts receivable, fixed assets, due to/due from, and accounts payable. Additionally, we assisted with certain entity wide

financial statement entries for financial reporting purposes.

Fraud and lllegal Acts

We are required to report to the Town'’s oversight body any fraud and illegal acts involving senior management

and fraud and illegal acts (whether caused by senior management or other employees) that cause a material misstatement of the financial statements.
Our procedures identified no instances of fraud or illegal acts.

Material Weaknesses in Internal Control

We are required to communicate all significant deficiencies in the Town’s systems of internal controls, whether or not they are also material weaknesses.

We noted a material weakness in controls over financial reporting.



Required Communications

10.
11.
12.

13.

Disagreements with Management on Financial Accounting and Reporting Matters

None.

Serious Difficulties Encountered in Performing the Audit

None.

Major Issues Discussed with Management Prior to Continuance

None.

Management Representations

We received certain written representations from management as part of the completion of the audit.

Consultation with Other Accountants

To our knowledge, there were no consultations with other accountants since our appointment as the Town’s independent public accountants.
Independence

As part of our client acceptance process, we go through a process to ensure we are independent of the Town. We are independent of the Town.
Non-attest Services

We assisted with the drafting of the financial statements from records held by management.

16



Adjusting Entries - General Fund 3Be

Adjusting Journal Entries

Adjustin urnal Entries JE # 3

AJE - To correct DIT listing from a 2024 entry. Write off of 2022 adjustments

r 399 Beginning Balance Equity 123,343.00

r 001 My Bank 123,343.00
Total 123,343.00 123,343.00

Adjusting Journal Entries JE # 4

AJE 2025 - Reclass DIT to AR based on timing of cash collection

122 AR County and State 22,989.00

001 My Bank 22,989.00
Total 22,989.00 22,989.00

Adjusting Journal Entries JE # 5

AJE - Record historical reclass of fire loan for repayment that was recorded as revenue

399 Beginning Balance Equity 250,000.00

126 AR Fire Co 250,000.00
Total 250,000.00 250,000.00

Adjusting Journal Entries JE # 6

AJE 2025 - To record current year payment of A/IR for fire company loan

481 MMC Bond (Fire Co Reimburse) 100,000.00

r 126 AR Fire Co 100,000.00
Total 100,000.00 100,000.00

Adjusting Journal Entries JE# 7

AJE Correct AP to match outstanding amounts

200 Accounts payable 236,999.00

399 Beginning Balance Equity 236,999.00
Total 236,999.00 236,999.00

Adjusting Journal Entries JE # 8

AJE - to true up receivable to match subsequent collection

A

Al

A

Al

N

N

Al

|

403 Corporations Personal Property 9,003.00
122 AR County and State 9,003.00
Total 9,003.00 9,003.00

Al

Total Adjusting Journal Entries 742,334.00 742,334.00 1 E




usting Entries — Water and Sewer Fund SBC

Adjusting Journal Entries JE # 1
AJE 2025 - Correct A/IR to match subsequent collectoins

120 AR Customer W&S bills
122 AR Bay restoration fees
400 Water Fees

Total

Adjusting Journal Entries JE # 2
AJE 2024 - Record accumulated depreication up through 6/30/24

389 Beginning Balance Equity
145 AID Water collection

149 A/D W&S upgrade

151 AD Furn & euipment

155 AD Trees and shrubs

Total

Adjusting Journal Entries JE # 3

AJE 2025 - Record depreication expense

715 Depreciation

145 AD Water collection

149 A/D W&S upgrade

151 AD Furn & euipment

155 AD Trees and shrubs
Total
AJE True up AP

200 Accounts payable

389 Beginning Balance Equity
Total

Adjusting Journal Entries JE # 5

AJE 2024 - True up debt balances

241 Bond payable - A-1, A-2
253 Electric Expense Reimbursement
254 Bond Payable
254.1 Bond Premium
389 Beginning Balance Equity

Total

Total Adjusting Journal Entries

11,113.00

428.00

10,685.00

11,113.00 11,113.00
367,543.00

226,140.00

139,960.00

1,382.00

61.00

367,543.00 367,543.00
183,772.00

69,980.00

113,070.00

691.00

31.00

183,772.00 183,772.00
287,712.00

287,712.00

287,712.00 287,712.00
27,538.00
44,117.00
33,000.00
12,416.00

117,071.00

117,071.00 117,071.00
967,211.00

967,211.00 1



Our Responsibility Related to Fraud

Plan and perform the audit to obtain reasonable assurance that there is no material misstatement caused by error or fraud;
Comply with GAAS AU-C 240, “Consideration of Fraud in a Financial Statement Audit”;
Approach all audits with an understanding that fraud could occur in any entity, at any time, by anyone; and

Perform mandatory procedures required by GAAS and our firm policies.

Example of Procedures Performed

Discuss thoughts and ideas in areas where the financial statements might be susceptible to material misstatement due to fraud;
Understand pressures on the financial statement results;

Understand the tone and culture of the organization;

Look for unusual or unexpected transactions, relationships, or procedures;
Discussions with individuals outside of finance;

Evaluate key processes and controls; and

Consider information gathered throughout the audit.

OPPORTUNITY RATIONALIZATION

SBC
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Engagement Team

Contact Information

William Seymour, CPA
Client Service Partner

Office: 410-584-1404
Cell: 443-220-4401
wseymour@sbandcompany.com

Chiami Asemota
Executive Assistant
Phone: 443-705-5076
casemota@sbandcompany.com

Tobi Hollander, CPA
Engagement Partner

Office: 410-584-2202
Cell: 443-604-9455
thollander@sbandcompany.com
Kameron Pulliam
Executive Assistant
Phone: 443-353-5437
kpulliam@sbandcompany.com



Knowledee,
Quality,
SBC Client Service.

Maryland Washington, D.C.
10200 Grand Central Avenue 1200 G Street, NW
Suite 250 Suite 800
Owings Mills, MD 21117 Washington, DC 20005

410.584.0060 202.434.8684





