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INDEPENDENT AUDITORS' REPORT

Office of the Mayor and Council
Blades, Delaware

We have audited the accompanying financial statements of the governmental activities, the
business-type activities, and each major fund of the Town of Blades, Delaware, as of and for
the year ended December 31, 2014, and the related notes to the financial staterments, which

collectively comprise the Town of Blades, Delaware’s basic financial statements as listed in
the table of contents.

Management’s Responsibility for the Financial Statements

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

Auditors’ Responsibility

Our responsibility is to express opinions on these financial statements based on our audit.
We conducted our audit in accordance with auditing standards generally accepted in the
United States of America and the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States.
Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement.

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

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

Opinions

In our opinion, the financial statements referred to above present fairly, in all material
respects, the respective financial position of the governmental activities, the business-type
activities, and each major fund of the Town of Blades, Delaware as of December 31, 2014,
and the respective changes in financial position and, where applicable, cash flows thereof for
the year then ended in accordance with accounting principles generally accepted in the United
States of America.

Other Matters

In accordance with Government Auditing Standards, we have also issued our report dated
April 19, 2016 on our consideration of the Town of Blades, Delaware's internal control over
financial reporting and our tests of its compliance with certain provisions of laws,
regulations, contracts, and grants agreements and other matters. The purpose of that report
is to describe the scope of testing of internal control over financial reporting and compliance
and the results of that testing and not to provide an opinion on the internal control over
financial reporting or on compliance. That report is an integral part of an audit performed in
accordance with Government Auditing Standards and should be read in conjunction with this
report in considering the results of our audit.

The Town of Blades, Delaware has not presented the Management Discussion and Analysis
that accounting principles generally accepted in the United States of America has determined
is necessary to supplement, although not required, to be part of the basic financial statements.

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



because the limited procedures do not provide us with sufficient evidence to express an
opinion or provide any assurance.

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise Town of Blades, Delaware’s basic financial statements. The additional
supplementary schedules, as listed in the table of contents, are presented for purposes of
additional analysis and are not a required part of the basic financial statements. The
information has been subjected to the auditing procedures applied in the audit of the financial
statements and certain additional procedures, including comparing and reconciling such
information directly to the underlying accounting and other records used to prepare the
financial statements or to the financial statements themselves, and other additional procedures
in accordance with auditing standards generally accepted in the United States of America. In
our opinion, the information is fairly stated in all material respects in relation to the financial
statements as a whole.

Salisbury, Maryland
April 19, 2016



TOWN OF BLADES, DELAWARE

STATEMENT OF NET POSITION
December 31, 2014

Governmental ~ Business-type

Activities Activities Total
ASSETS
Current assets
Cash $ 121,513  $ 58 % 121,571
Accounts receivable 113,750 95,856 209,606
Prepaid insurance 7,264 - 7,264
Accrued interest receivable 272 - 272
Total current assets 242,799 95,914 338,713
Noncurrent assets
Restricted cash - police pension account 1,026 - 1,026
Capital assets, at cost
Less accumulated depreciation 582,009 808,568 1,390,577
Total noncurrent assets 583,035 808,568 1,391,603
Total assets 825,834 904,482 1,730,316
LIABILITIES
Current liabilities
Accounts payable 165,660 - 165,660
Accrued payroll and taxes 5,831 962 6,793
Accrued interest 457 - 457
Road deposit 2,000 - 2,000
Deferred revenue 33,762 - 33,762
Admin pension payable 2,644 - 2,644
Current portion of bonds and notes payable 5,012 29,382 34,394
Total current liabilities 215,366 30,344 245,710
Noncurrent liabilities
Police pension escrow 28,133 - 28,133
Bonds and notes payable 5,132 461,510 466,642
Total noncurrent liabilities 33,265 461,510 494 775
Total liabilities 248,631 491,854 740,485
NET POSITION
Investment in capital assets, net of related debt 571,865 317,676 889,541
Unrestricted 5,338 94,952 100,290
Total net position $ 577,203 $ 412,628 $ 989,831

The Notes to Financial Statements are an integral part of this statement.
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TOWN OF BLADES, DELAWARE

GOVERNMENTAL FUND

BALANCE SHEET

December 31, 2014

Total
Governmental
Fund
ASSETS
Cash $ 122,539
Accounts receivable 113,750
Prepaid insurance 7,264
Accrued interest receivable 272
Total assets $ 243,825
LIABILITIES AND FUND DEFICIT
LIABILITIES
Accounts payable $ 165,660
Payroll and taxes 5,831
Road deposit 2,000
Deferred revenue 89,485
Accrued interest payable 457
Admin pension payable 2,644
Police pension escrow 28,133
Total liabilities 294,210
FUND DEFICIT
Nonspendable 7,264
Unassigned (57,649)
Total fund deficit (50,385)
Total liabilities and fund deficit $ 243,825

The Notes to Financial Statements are an integral part of this statement.



TOWN OF BLADES, DELAWARE

RECONCILIATION OF THE GOVERNMENTAL FUND BALANCE SHEET

TO THE STATEMENT OF NET POSITION

December 31, 2014

Total fund deficit, governmental fund

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 are
therefore not reported in the fund financial statements, but are reported in the
governmental activities of the Statement of Net Position.

Certain revenues that do not provide current financial resources are reported as
deferred income in the fund financial statements, but are reported as revenue in the
governmental activities of the Statement of Net Position.

Some liabilities are not due and payable in the current period and therefore are
not reported in the fund financial statements, but are reported in the
governmental activities of the Statement of Net Position.

(50,385)

582,009

55,723

(10,144)

Net assets of governmental activities in the Statement of Net Position

577,203

The Notes to Financial Statements are an integral part of this statement.



TOWN OF BLADES, DELAWARE

STATEMENT OF REVENUES, EXPENDITURES AND

CHANGES IN FUND DEFICIT
GOVERNMENTAL FUND
Year Ended December 31, 2014
Total
Governmental
Fund
REVENUES:
Taxes:
Real estate 3 189,614
Capitation 3,484
Transfer 5,300
Tax penalties 8,312
Licenses and permits 23,325
Cemetery fees and lots 6,125
Investment income 650
Community hall rental 3,050
Public safety 3,113
Police pension income 13,217
State of Delaware grants 104,859
Franchise fees 32,965
Miscellaneous revenues 31,383
Total revenues 425,397
EXPENDITURES:
Current:
General government 199,638
Public safety 222,092
Cemetery and park 9,172
Street and light 45,585
Community hall 4,130
Code enforcement 37,457
Debt service:
Principal 4,741
Interest 708
Capital outlay 29.421
Total expenditures 552,944
Deficiency of revenues over expenditures (127,547)
OTHER FINANCING SOURCES (USES):
Operating transfers out (5,425)
Total other financing sources (uses) (5,425)
Net change in fund deficit (132,972)
Fund balances, beginning of year 82,587
Fund deficit, end of year $ (50,385)

The Notes to Financial Statements are an integral part of this statement.
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TOWN OF BLADES, DELAWARE

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN FUND DEFICIT OF GOVERNMENTAL FUND TO THE
STATEMENT OF ACTIVITIES
Year Ended December 31, 2014

Net change in fund deficit, governmental fund $ (132,972)

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 those assets is allocated over their estimated useful lives and
reported as depreciation expense. In the current period, these amounts are:

Capital outlay 29,421
Depreciation expense (48,698)
Excess of depreciation expense over capital outlay (19,277

Governmental funds report repayment of capital leases and debt principal as an
expenditure. In contrast, the Statement of Activities treats such repayments
as a reduction in long-term liabilities. 4,741

Because some revenues will not be collected for several months after the Town's
fiscal year ends, they are not considered "available" revenues and are deferred in the
governmental funds. Deferred revenues increased by this amount this year. 5,015

Change in net position of governmental activities 3 (142,493)

The Notes to Financial Statements are an integral part of this statement.
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TOWN OF BLADES, DELAWARE

STATEMENT OF FUND NET POSITION
BUSINESS-TYPE ACTIVITIES
December 31, 2014

Enterprise Fund
Utility Fund

ASSETS
Current assets
Cash $ 58
Accounts receivable - water charges 47,992
Accounts receivable - other 47,864
Total current assets 95,914
Noncurrent assets
Water system, net of accumulated depreciation 808,568
Total noncurrent assets 808,568
Total assets 904,482
LIABILITIES
Current liabilities
Payroll and taxes 962
Bonds and notes payable 29,382
Total current liabilities 30,344
Noncurrent liabilities
Bonds and notes payable 461,510
Total noncurrent liabilities 461,510
Total liabilities 491,854
NET POSITION
Investment in capital assets, net of related debt 317,676
Unrestricted 94,952
Total net position $ 412,628

The Notes to Financial Statements are an integral part of this statement.
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TOWN OF BLADES, DELAWARE

STATEMENT OF REVENUES, EXPENSES AND
CHANGES IN FUND NET POSITION
BUSINESS-TYPE ACTIVITIES
Year Ended December 31, 2014

Enterprise Fund

Utility Fund
OPERATING REVENUES:
Water billing $ 220,031
Water permits and penalties 6,139
Front footage assessment 26,077
Total operating revenues 252,247
OPERATING EXPENSES:
Salaries and wages 68,274
Payroll taxes 5,913
Repairs and maintenance 4,410
Chemicals and supplies 14,211
Insurance 25,160
Utilities 12,805
Postage and office supplies 1,858
Telephone 2,592
Pension 4,444
Vehicle fuel and maintenance 7,071
Equipment 6,704
Depreciation and amortization 42,035
Bad debt 617
Other 8,728
Total operating expenses 204,822
Operating income 47,425
NONOPERATING REVENUES AND EXPENSES:
Grant proceeds 42,080
Interest expense (9,789)
Total non-operating revenue and expenses 32,291
Income before operating transfers 79,716
Operating transfers in 5,425
Change in net position 85,141
Net position, beginning of year 327,487
Net position, end of year $ 412,628

The Notes to Financial Statements are an integral part of this statement.
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TOWN OF BLADES, DELAWARE
STATEMENT OF CASH FLOWS

BUSINESS-TYPE ACTIVITIES
Year Ended December 31, 2014

CASH FLOWS FROM OPERATING ACTIVITIES:

Enterprise Fund

Utility Fund

Receipts from customers $ 244,323
Payments to suppliers/vendors (142,377)
Payments to employees (69,248)
Net cash provided by operating activities 32,698
CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES:
Operating transfers in from other funds 5,425
CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES:
Acquisition of capital assets (98,317)
Grant revenue 42,080
Proceeds from long-term debt 56,237
Principal paid on long-term debt (28,555)
Interest paid on long-term debt (9,789)
Net cash used by capital and related financing activities (38,344)
Net decrease in cash (221)
Cash and cash equivalents, beginning of year 279
Cash and cash equivalents, end of year $ 58
RECONCILIATION OF OPERATING INCOME TO NET CASH
PROVIDED BY OPERATING ACTIVITIES:
Operating income $ 47,425
Adjustments to reconcile operating income to net cash provided
by operating activities:
Depreciation and amortization 42,035
Changes in assets and liabilities:
Increase in receivables (55,788)
Decrease in payables (974)
Net cash provided by operating activities $ 32,698

The Notes to Financial Statements are an integral part of this statement.
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NOTES TO FINANCIAL STATEMENTS

Note 1. Description of The Town of Blades

The Town of Blades, Delaware (the “Town”) is a municipality incorporated in 1915 under the laws of the State of
Delaware. It is located in Sussex County, Delaware.

Note 2. Summary of Significant Accounting Policies

The financial statements of the Town have been prepared in conformity with generally accepted accounting principles
(GAAP) as applied to local governmental units. The Governmental Accounting Standards Board (GASB) is the accepted
standard-setting body for establishing governmental accounting and financial principles. The most significant of the
Town’s accounting policies are described below.

A. Basis of Presentation

The Town’s basic financial statements consist of government-wide statements, including a statement of net position and a
statement of activities, and fund financial statements, which provide a more detailed level of financial information.

GOVERNMENT-WIDE FINANCIAL STATEMENTS

The statement of net position and the statement of activities display information about the Town as a whole. These
statements include the financial activities of the Town. The statements distinguish between those activities of the Town
that are governmental and those that are considered business-type activities.

The statement of net position presents the financial condition of the governmental and business-type activities of the
Town at year-end. The statement of activities presents a comparison between direct expenses and program revenues for
each program or function of the Town’s governmental activities and for business-type activities of the Town. Direct
expenses are those that are specifically associated with a service, program or department, and therefore, clearly
identifiable to a particular function. Program revenues include charges paid by the recipient of the goods or services
offered by the program, grants and contributions that are restricted to meeting the operational or capital requirements of
a particular program and interest earned on grants that is required to be used to support a particular program. Revenues
which are not classified as program revenues are presented as general revenues of the Town, with certain limited
exceptions. The comparison of direct expenses with program revenues identifies the extent to which each business
segment or governmental function is self-financing or draws from general revenues of the Town.

FUND FINANCIAL STATEMENTS

During the year, the Town segregates transactions related to certain Town functions or activities in separate funds in
order to aid financial management and to demonstrate legal compliance. Fund financial statements are designed to
present financial information of the Town at a more detailed level. The focus of governmental and enterprise fund
financial statements is on major funds. Each major fund is presented in a separate column. Non-major funds are
aggregated and presented in a single column. As of December 31, 2014, the Town has no non-major funds.

B. Fund Accounting

The Town uses funds to maintain its financial records during the year. A fund is defined as a fiscal and accounting
entity with a seif-balancing set of accounts. There are three categories of funds: governmental, proprietary and
fiduciary. The Town has no fiduciary funds.

GOVERNMENTAL FUNDS

Governmental funds are those through which most governmental functions typically are financed. Governmental fund
reporting focuses on the sources, uses and balances of current financial resources. Expendable assets are assigned to the
various governmental funds according to the purpose for which they may or must be used. Current liabilities are
assigned to the fund from which they will be paid. The difference between governmental fund assets and liabilities is
reported as fund balance. The following have historically been the Town’s major governmental funds:

-15-



NOTES TO FINANCIAL STATEMENTS

Note 2. Summary of Significant Accounting Policies (continued)
B. Fund Accounting (continued)

General Fund - The general fund is the general operating fund of the Town. All general revenues and other receipts
that are not allocated by law or contractual agreement to another fund and general operating expenditures are accounted
for in this fund.

PROPRIETARY FUNDS

Proprietary funds focus on the determination of changes in net position, financial position and cash flows and are
classified as enterprise.

Enterprise fund ~ Enterprise funds may be used to account for any activity for which a fee is charged to external users
for goods or services. The Town’s major enterprise fund is:

Utility Fund - The utility fund is used to account for the operation and maintenance of the Town’s Water
system. This is supported by a charge of the Town residents’ usage of water.

C. Measurement Focus

Government-wide financial statements — The government-wide financial statements are prepared using the economic
resources measurement focus. All assets and liabilities associated with the operation of the Town are included on the
statement of net position.

Fund financial statements — All governmental funds are accounted for using a flow of current financial resources
measurement focus. With this measurement focus, only current assets and current liabilities generally are included on
the balance sheet. The statement of revenues, expenditures and changes in fund balances reports on the sources (i.e.,
revenues and other financing sources) and uses (i.e., expenditures and other financing uses) of current financial
resources. This approach differs from the manner in which the governmental activities of the government-wide financial
staternents are prepared. Governmental fund financial statements therefore include a reconciliation with brief
explanations to better identify the relationship between the government-wide statements and the statements for
governmental funds.

Like the government-wide statements, all proprietary funds are accounted for on a flow of economic resources
measurement focus. All assets and liabilities associated with the operation of these funds are included on the statement
of net position. The statement of changes in fund net position presents increases (i.e., revenues) and decreases (i.e.,
expenses) in net total assets. The statement of cash flows provides information about how the Town finances and meets
the cash flow needs of its proprietary activities.

D. Basis of Accounting

Basis of accounting determines when transactions are recorded in the financial records and reported on the financial
statements. Government-wide financial statements are prepared using the accrual basis of accounting. Governmental
funds use the modified accrual basis of accounting. Proprietary funds also use the accrual basis of accounting.
Differences in the accrual and the modified accrual basis of accounting arise in the recognition of revenue, the recording
of deferred revenue, and in the presentation of expenses versus expenditures.

Revenues - Exchange and Non-exchange Transactions — Revenue resulting from exchange transactions, in which each
party gives and receives essentially equal value, is recorded on the accrual basis when the exchange takes place. On a
modified accrual basis, revenue is recorded in the fiscal year in which the resources are measurable and become
available. Available means that the resources will be collected within the current fiscal year or are expected to be
collected soon enough thereafter to be used to pay liabilities of the current fiscal year.
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NOTES TO FINANCIAL STATEMENTS

Note 2. Summary of Significant Accounting Policies (continued)
D. Basis of Accounting (continued)

Non-exchange transactions, in which the Town receives value without directly giving equal value in return, include
primarily grants. Revenue from grants is recognized in the fiscal year in which all eligibility requirements have been
satisfied. Eligibility requirements include timing requirements, which specify the year when the resources are required
to be used or the year when use is first permitted, matching requirements, in which the Town must provide local
resources to be used for a specified purpose, and expenditure requirements, in which the resources are provided to the
Town on a reimbursable basis. On a modified accrual basis, revenue from non-exchange transactions must also be
available before it can be recognized.

Under modified accrual basis, the following revenue sources are considered both measurable and available at year end:
charges for services, fines and forfeitures, franchise fees, grants, interest and rent.

Deferred revenue - Deferred revenue arises when assets are recognized before revenue recognition criteria have been
satisfied.

On governmental fund financial statements, receivables that were not collected within the available period have been
reported as deferred revenue. The Town defines “available” as being collected within 60 days of year end.

Expenses/Expenditures — On the accrual basis of accounting, expenses are recognized at the time they are incurred. The
fair value of donated assets during the year is reported in the operating statement as an expense with a like amount
reported as donated revenue. The measurement focus of governmental fund accounting is on decreases in net financial
resources (expenditures) rather than expenses. Expenditures are generally recognized in the accounting period in which
the related fund liability is incurred, if measurable. Allocations of cost, such as depreciation and amortization, are not
recognized in governmental funds.

E. Budgetary Data

All funds are legally required to be budgeted and appropriated. The budget is prepared on the budgetary basis of
accounting consistent with GAAP with the following exceptions: depreciation is not considered, and in the utility fund
debt principal payments and capital expenditures are considered. All annual appropriations lapse at the end of the year.

F. Cash Equivalents

For the purpose of the statement of cash flows, the proprietary fund considers all highly liquid investments with a maturity of
three months or less to be cash equivalents.

G. Property Tax

The Town’s real property tax is levied each November on the assessed values certified as of that date for all taxable real
property located in the Town. Payments are due by January 31. All unpaid taxes become delinquent February 1. The
Town bills and collects its own property taxes.

H. Interfund Receivables and Transfers

Interfund transfers represent monies used to fund projects or to cover budget overages.

I. Receivables

Accounts receivable are reported net of an allowance for doubtful accounts in the amount of $51,794 based on the
Town's analysis of collectability on certain property tax accounts.
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NOTES TO FINANCIAL STATEMENTS

Note 2. Summary of Significant Accounting Policies (continued)
J. Prepaid Items

Certain payments to vendors reflect costs applicable to future accounting periods and are recorded as prepaid items in
both government-wide and fund financial statements.

K. Capital Assets

General capital assets are those assets not specifically related to activities reported in proprietary funds. These assets
generally result from expenditures in the governmental funds. These assets are reported in the governmental activities
column of the government-wide statement of net position but are not reported in the fund financial statements. Capital
assets utilized by the proprietary funds are reported both in the business-type activities column of the government-wide
statement of net position and in the respective funds.

All capital assets are capitalized at cost (or estimated historical costs) and updated for additions and retirements during
the year. Donated fixed assets are recorded at their fair market values as of the date received. Improvements are
capitalized; the costs of normal maintenance and repairs that do not add value to the asset or materially extend an asset’s
life are not.

All reported capital assets except land and construction in progress are depreciated. Improvements are depreciated over
the remaining useful lives of the related capital assets. Depreciation is computed using the straight-line method over the
following useful lives:

Governmental Activities  Business-type Activities

Useful Lives Useful Lives
Land n/a n/a
Buildings and improvements 1040 .
Cemetary and park improvements 15 B
Water and sewer systems - 15-39
Furniture, machinery and equipment 5-10 5-30
Streets, curbs and gutters 1040 -

L. Compensated Absences

The Town does not maintain an accrual for unused vacation or sick pay. While sick leave may be carried over from
year to year, any unused balance is not paid to employees upon termination. Vacation leave does not carry over from
year to year and any unused vacation is paid upon termination of employment only to those employees who have been
actively employed for at least six months prior to termination. The Town deems the liability for unused vacation not to
be material to the Town’s financial statements.

M. Accrued Liabilities and Long-Term Obligations

All payables, accrued liabilities and long-term obligations are reported in the government-wide statements, and all
payables, accrued liabilities and long-term obligations payable from proprietary funds are reported on the proprietary
fund financial statements.

In general, governmental fund payables and accrued liabilities that, once incurred, are paid in a timely manner and in
full from current financial resources are reported as obligations of the funds. However, claims and judgments that will
be paid from governmental funds are reported as a liability in the fund financial statements only to the extent that they
are due for payment during the current year.

Bond issuance costs are deferred and amortized over the term of the bonds using the interest method.
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