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                                                  Post Office Box 870, Southern Pines, NC  28388 
                                                                              Phone: (910) 692-2971  Fax: (910) 692-1649 
 
October 30, 2009 
 
 
To the Honorable Mayor, Members of the Town Council, and the Citizens of the Town of 
Southern Pines: 
 
State law requires that all general-purpose local governments publish, within six months of 
the close of each fiscal year, a complete set of financial statements presented in 
conformity with generally accepted accounting principles (GAAP) and audited in 
accordance with generally accepted auditing standards by a firm of licensed certified 
public accountants.  Pursuant to that requirement, the Comprehensive Annual Financial 
Report (CAFR) of the Town of Southern Pines, North Carolina (Town) for the fiscal year 
ended June 30, 2009 is hereby submitted. 
 
This report was prepared by the Town’s Finance Department and consists of 
management’s representations concerning the finances of the Town of Southern Pines.  
Consequently, management assumes full responsibility for the completeness and 
reliability of all the information presented in this report. To provide a reasonable basis for 
making these representations, management of the Town has established a 
comprehensive internal control framework that is designed to protect the government’s 
assets from loss, theft, or misuse and to compile sufficient reliable information for the 
preparation of the Town’s financial statements in conformity with GAAP.  Because the cost 
of internal controls should not outweigh their benefits, the Town’s comprehensive 
framework of internal controls has been designed to provide reasonable rather than 
absolute assurance that the financial statements will be free from material misstatement.  
We assert that to the best of our knowledge and belief, this financial report is complete 
and reliable in all material respects. 
 
Dixon Hughes PLLC, a firm of licensed certified public accountants, has audited the 
Town’s financial statements.  The goal of the independent audit was to provide reasonable 
assurance that the financial statements of the Town for the fiscal year ended June 30, 
2009, are free of material misstatement.  The independent audit involved examining, on a 
test basis, evidence supporting the amounts and disclosures in the financial statements; 
assessing the accounting principles used and significant estimates made by management; 
and evaluating the overall financial statement presentation.  The independent auditor 
concluded, based upon the audit, that there was a reasonable basis for rendering an 
unqualified opinion that the Town’s financial statements for the fiscal year ended June 30, 
2009, are fairly presented in conformity with GAAP.  The independent auditor’s report is 
presented as the first component of the financial section of this report. 
 
The Town of Southern Pines is required by State law to have an annual independent 
financial audit.  A compliance audit in accordance with Government Auditing Standards is 
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also required. The auditor’s report required by Government Auditing Standards is found in 
the Compliance Section of this report. 
   
GAAP requires that management provide a narrative introduction, overview, and analysis 
to accompany the basic financial statements in the form of Management’s Discussion and 
Analysis (MD&A).  This letter of transmittal is designed to complement the MD&A and 
should be read in conjunction with it.  The Town’s MD&A can be found immediately 
following the report of the independent auditors. 
 
PROFILE OF THE TOWN  
 
The Town of Southern Pines, North Carolina, was incorporated in 1887, and is located on 
the fringe of the Piedmont section of the State in an area known as the Sandhills. The 
Town, which is located in Moore County (County), has a 2009 population of approximately 
12,450 and encompasses 16.45 square miles.  The Town provides a full range of services 
including police and fire protection, streets, planning and zoning, parks and recreation, 
library, fleet maintenance, and general administrative services.  The Town also operates 
water and sewer utility services. 
 
The Town operates under the Council-Manager form of government.  The legislative body 
of the government of the Town is comprised of a Mayor and a four-member Town Council.  
The Town Council is responsible, among other things, for passing ordinances, adopting 
the budget, appointing committees and hiring the Town Manager. The Mayor and Council 
are elected at-large by the Citizens, with the Mayor being elected separately. The Mayor 
serves a four-year term, and is the presiding officer of the Council.  Members of the Town 
Council serve four-year terms as well.  Town Council elections are held every two years in 
order that the terms of office are staggered. The Town Manager is responsible for the 
administration of the polices and ordinances of the Town Council, for overseeing the day-
to-day operations of the Town, and for appointing the heads of the various departments. 
 
The annual budget serves as the foundation for the Town’s financial planning and control.  
The Town has a formal operating budget process, which begins in January of each year.  
The Town Council receives the recommended budget in May.  The Council is required to 
hold a public hearing on the proposed budget and to adopt a final budget by no later than 
June 30, the close of the Town’s fiscal year.  Legal budgetary control for operating 
budgets is exercised at the fund and department level.  Transfers of appropriations 
between departments and funds require the approval of the Town Council.  Formal 
budgetary integration and encumbrance accounting are employed as management control 
devices during the year.  Budget to actual comparisons are provided in this report for each 
individual governmental fund and the proprietary fund for which an appropriated annual 
budget has been adopted. 
 
ECONOMIC CONDITIONS 
 
Local Economy - The economic profile of the Town is a mixture of manufacturing, 
tourism, retirement and agriculture.  Direct spending by visitors continues to be high, 
placing Moore County eleventh in the one hundred counties in North Carolina.  In 2008, 
tourism represented a $340 tax savings to each County resident. 
 
While the seasonally unadjusted unemployment rate in Moore County was 10.3% as of 
June 30, 2009, it was less than the State average of 11.2%.  Analysis of the 
unemployment rate indicates that the percentage of the labor force increased 3.56% while 
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the number employed decreased .78%.  At the time of this writing, the unemployment rate 
had decreased to 9.7%. 
 
Overall, the Town’s economy is expected to remain stable.  It is anticipated that the Town 
will benefit from the relocation of two major commands to nearby Fort Bragg resulting from 
the Base Realignment and Closure (BRAC).  Additionally, the assessed value of taxable 
property in the Town increased 3.9% over last year due to normal growth. In planning for 
the future, the Town continues to maintain a high priority on both the delivery of quality 
services and financial stability. 
 
Long Term Financial Planning - The Town has several ongoing capital projects to meet 
the needs of the citizens.  During fiscal year 2009, the Town achieved a number of 
improvements in municipal operations and services provided to the citizens of the Town.  
Some of the more significant accomplishments for the year and major program initiatives 
for the future are discussed below. 
 
Construction began on the installation of water and sanitary sewer improvements to serve 
the Waynor Road Community.   The area which contains 30+ lots is in the process of 
annexation to the Town.  Partial funding for the project is a Community Development 
Block Grant that the Town was awarded during 2009. 
 
Construction of the police facility began during 2009.  The site, which is adjacent to the 
existing fire station, will enable the Town’s public safety facilities to be located in the same 
central location.  In addition to police services, the police facility will also host a new 
communications center and centralized server room for the entire Town’s Information 
Technology equipment.  The project is anticipated to be complete in November 2009. 
 
Construction continued on several additional capital projects during 2009.  The projects 
were the construction and improvements of various sidewalks in the Town; the purchase 
of land for open space and greenways; and the continued construction of the fiber optics 
infrastructure project to allow fiber optics connections between Town buildings. 
 
Street resurfacing also continued to keep our streets among the best maintained in the 
State.  Sewer and water line replacements and improvements also continued during 2009.  
Vehicles and equipment continued to be replaced on a scheduled basis. 
      
Cash Management Polices and Practices - The deposits of the Town are made in 
board-designated official depositories and are collateralized as required by State statute.    
The  Town  maintains  a  pooled  cash  and investment  account  that  is available for use 
by all  funds, except  those  restricted by statutes  or other legal  reasons.      Cash   
temporarily idle during the year was invested in the North Carolina Capital Management 
Trust, an SEC registered mutual fund.  All deposits of the Town are insured by federal 
depository insurance or collateralized by pledged securities.   All of the Town’s 
investments at June 30, 2009 were classified in the lowest risk category as defined by the 
Governmental Accounting Standards Board.   
 
Risk Management - The Town is exposed to various risks of loss related to torts; theft of, 
damage to, and destruction of assets; injuries to employees; and natural disasters.      The 
Town protects itself from potential loss through the purchase of commercial insurance   for 
primary and/or excess coverage for individual claims exceeding specific amounts.  The 
Town’s insurance coverage is more fully described in note 11 of the financial statements. 
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Various risk control techniques are practiced by the Town including employee safety 
programs, and a drug free workplace program with mandatory drug screening for new 
employees as well as random drug screening for existing employees.   
 
Pension and other post-employment benefits – The Town sponsors a single-employer 
defined benefit pension plan for its sworn law enforcement officers.  Each year, an 
independent actuary engaged by the pension plan calculates the amount of the annual 
contribution that the Town must make to the pension plan to ensure that the plan will be 
able to fully meet its obligations to eligible retired employees on a timely basis.  The Town 
is required by State statute to provide these retirement benefits and has chosen to fund 
the benefit payments on a pay-as-you-go basis.  The Town is currently making payments 
to six retired law enforcement officers. 
 
The State of North Carolina contributes, on behalf of the Town, to the Firemen’s and 
Rescue Squad Workers’ Pension Fund, which is a cost-sharing multiple-employer defined 
benefit pension plan.  The State funds this plan through appropriations.  Plan members, 
who are eligible fire personnel, are required to contribute $10 per month.  The Town has 
no obligation with employee benefits offered through this plan. 
 
All non-probationary full-time Town employees participate in the statewide North Carolina 
defined benefit pension plan.    The State of North Carolina administers the plan.  Plan 
members are required to contribute six percent of their annual covered salary.  The Town 
is required to contribute at an actuarially determined rate.  The 2009 rate for employees 
not engaged in law enforcement is 4.91% and 4.86% for law enforcement officers. 
 
All non-probationary full-time Town employees participate in the Supplemental Retirement 
Income Plan, a multiple-employer defined contribution pension plan, administered by the 
Department of the State Treasurer and a Board of Trustees.  Eligible employees may 
make voluntary contributions.  State statute requires that the Town contribute 5% of 
annual covered salary for all law enforcement officers.  The Town makes the same 
contribution for all other eligible employees’ covered salary. 
  
The Town does not offer any type of post employment benefit other than health insurance 
covered under the Consolidated Omnibus Budget Reconciliation Act (COBRA) act. 
 
Additional information on the Town’s pension arrangements and post employment benefits 
can be found in notes 8 and 9 of the financial statements. 
 
AWARDS AND ACKNOWLEDGEMENTS 
 
Certificate of Achievement – The Government Finance Officers Association of the 
United States and Canada (GFOA) awarded a Certificate of Achievement for Excellence in 
Financial Reporting (CAFR) to the Town of Southern Pines, North Carolina for its 
comprehensive annual financial report for the fiscal year ended June 30, 2008.  This   was 
the eighteenth consecutive year that the Town has received this award.   The CAFR is a 
prestigious national award that recognized conformance with the highest standards for 
preparation of state and local government financial reports.  In order to be awarded a 
Certificate of Achievement, a government unit must publish an easily readable and 
efficiently organized comprehensive annual financial report, whose contents conform to 
program   standards.      Such a CAFR must satisfy both generally accepted accounting 
principles and applicable legal requirements.                                                          
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A Certificate of Achievement is valid for a period of one year only.  We believe our current 
report continues to meet the Certificate of Achievement Program’s requirements and we 
are submitting it to the GFOA to determine eligibility for another certificate. 
 
Acknowledgments – The preparation of this report would not have been possible without 
the dedicated efforts of the entire staff of the Finance Department, as well as the 
cooperation of the other departments of the Town of Southern Pines.  We would like to 
thank Dixon Hughes PLLC the Town’s independent auditors, for their assistance and 
dedication in preparing this report.  In addition, we wish to express our appreciation to the 
Mayor, and the Town Council for their continued support, leadership, and professionalism 
in conducting the financial affairs of the Town. 
 
Respectfully submitted, 
 
 
 
 
Reagan D. Parsons       Crystal J. Gabric 
Town Manager       Director of Finance 
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Figure 5: 
 

Town of Southern Pines 
Revenues by Source – Governmental Activities 

 
 
 
 
 
 

 
 
 
 
 
 
Business-type activities:  Business-type activities increased the Town’s assets by 
$1,290,203 accounting for 82.86% of the total growth in the government’s net assets.  
Key elements of this increase are as follows: 
 
 

• Capital grants and contributions in the amount of $878,600 due in part to a grant 
from the North Carolina Rural Center for water and sewer construction at the 
commercial park. 

 
• Liability reduction due to the retirement of general bonded debt principal. 
 
 
• Impact fees remained consistent.  
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Financial Analysis of the Town’s Funds 
 
As noted earlier, the Town uses fund accounting to ensure and demonstrate compliance 
with finance-related legal requirements. 
 
Governmental Funds.  The focus of the Town’s governmental funds is to provide 
information on near-term inflows, outflows, and balances of usable resources.  Such 
information is useful in assessing the Town’s financing requirements.  Specifically, 
unreserved fund balance can be a useful measure of a government’s net resources 
available for spending at the end of the fiscal year.   
 
As of the end of the current fiscal year, the Town’s governmental funds reported 
combined ending fund balances of $12,714,643, an increase of $1,580,078 or a 14.19 
percent increase in comparison with the prior year.  Of this amount, $4,941,658 or 38.86 
percent is unreserved, undesignated fund balance, which is available for spending at the 
government’s discretion.  The remainder of fund balance is reserved to indicate that it is 
not available for new spending because it has already been committed. 
 
The General Fund is the chief operating fund of the Town.  At the end of the current 
fiscal year, unreserved fund balance of the General Fund was $6,822,056 while total 
fund balance reached $7,979,001. As a measure of the General Fund’s liquidity, it may 
be useful to compare both unreserved fund balance and total fund balance to total fund 
expenditures.  Unreserved fund balance represents 50.2 percent of total General Fund 
expenditures, while total fund balance represents 59.53 percent of that same amount.   
 
The remaining fund balance amount of $4,735,642 is comprised of the Police Station 
Major Capital Project Fund, the Special Revenue Fund and the Non-major 
Governmental Funds which realized a net increase of $2,073,832. The major 
contributing factor in the increase was due primarily to unspent financing proceeds in the 
Major Capital Project Fund.  Projects included in the non-major governmental fund are 
the funds to be used in building fiber connections between Town buildings as well as, 
road construction, the design and installation of storm water infrastructure and the 
cemetery perpetual care fund.  The special revenue fund is for the construction of 
roadways at the commercial park. 
 
General Fund Budgetary Highlights:  During the fiscal year, the Town revised the 
budget on several occasions.  Generally, budget amendments fall into one of three 
categories:  1) amendments made to adjust the estimates that are used to prepare the 
original budget ordinance once exact information is available; 2) amendments made to 
recognize new funding amounts from external sources, such as Federal and State 
grants; and 3) increases in appropriations that become necessary to maintain services.  
 
During the year there was a $129,373 net increase in appropriations between the 
original and final amended budget.  Following are the main components of the increase: 
 
 $8,080 appropriation for the recognition of donations made to various 

departments and the related expenditures.  
 $30,000 appropriation for the completion of a Historic District national registry 

survey and the continuation of a comprehensive long range plan. 
 $30,290 appropriation for the construction of a canopy at the Town’s fleet 

maintenance facility. 
 $35,100 appropriation for the recognition of revenue for a Firefighters grant.  
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The actual operating revenues for the General Fund were greater than the final 
budgeted amount by $626,520.  Ad valorem taxes were $222,896 greater than the 
budgeted amount due to an actual higher than budgeted tax collection rate.  Unrestricted 
intergovernmental revenues were $161,103 greater than budgeted due to the increased 
amount of utility franchise tax.  The other revenue category was $119,463 greater than 
budgeted due to increased surplus property sales in the amount of $31,346, increased 
fire district revenue of $50,466, and other miscellaneous revenue. 
 
The actual operating expenses for the General Fund were less than the final budgeted 
amount by $1,276,937.  The most significant difference of $361,748 was in the public 
safety area due primarily to personnel vacancies in budgeted positions.  General 
government, cultural and recreational, and transportation also realized a savings of 
$348,870, $156,825 and $123,751 respectively due to personnel vacancies and the 
actual cost of capital equipment was less than the amount budgeted.  Savings in the 
amount of $242,557 were also realized in the area of debt service for the installment 
purchase financing of the construction of the police facility. The savings were the direct 
result of a lower than budgeted interest rate on the financing.  
 
Proprietary Funds.  The Town’s proprietary fund provides the same type of information 
found in the government-wide statements but in more detail.  Unrestricted net assets at 
the end of the fiscal year amounted to $7,152,347.  Other factors concerning the 
finances of the fund have already been addressed in the discussion of the Town’s 
business-type activities.   
 
Capital Asset and Debt Administration 
 
Capital assets.  The Town’s investment in capital assets for its governmental and 
business–type activities as of June 30, 2009, totals $64,024,167 (net of accumulated 
depreciation).  These assets include buildings, streets, storm drainage, sidewalks, land, 
machinery and equipment, park facilities, and vehicles.   
 
Major capital asset transactions during the year include the following additions: 
 
Governmental Funds: 
 
Additions 

 
• Infrastructure additions of $7,875.  
• Building and Improvements of $29,869. 
• Various purchases of vehicles and motorized equipment totaling $510,055. 
• Various purchases of furniture, fixtures and other equipment equaling $201,747. 
• Various purchases of machinery and equipment of $75,487. 
• Construction in progress of $5,063,048 in governmental-type activities for the 

construction of a road, the construction of the police department, the design and 
installation of storm water infrastructure, the construction of a parkway and the 
construction of fiber connections between Town buildings.  

 
Retirements 
 
• Disposals and surplused assets in the amount of $230,945.  

Proprietary Funds: 
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Additions 
• Construction in progress of $890,974 for water and sewer improvements, a raw 

water reservoir and the commercial park project. 
• Capital contributions of water and sewer lines in the amount of $582,892. 
• Various equipment purchases of $484,981. 
 
 

  Retirements 
• Disposals and surplused assets in the amount of $17,088. 
 

 
 
Figure 6: 

Town of Southern Pines 
Capital Assets 

 
 
Additional information on the Town’s capital assets can be found in note 6 of the Basic 
Financial Statements. 
 
 
 
Long-term Debt.  As of June 30, 2009, the Town had bonded debt outstanding of 
$210,000.   The bonded debt is related to Proprietary Fund operations and is considered 
to be self-supporting.   
 

Governmental Governmental Business-type Business-type
Activit ies Activit ies Activities Activities Total Total

2009 2008 2009 2008 2009 2008

Land 10,771,658$   10,771,658$   351,446$       351,446$       11,123,104$   11,123,104$   

Buildings and improvements 6,003,578      6,120,443       1,308,266      1,336,758      7,311,844       7,457,201       

Other improvements 2,679,850      2,761,000       -                     -                     2,679,850       2,761,000       

Machinery and equipment 207,687         201,420          646,726         341,114         854,413          542,534          

Infrastructure 3,090,635      3,459,063       -                     -                     3,090,635       3,459,063       

Plant and distribution systems -                     -                     26,510,871     26,850,323     26,510,871     26,850,323     

Vehicles and motorized 
equipment 1,564,057      1,308,051       -                     -                     1,564,057       1,308,051       

Furniture, Fixtures, and other 
equipment 606,367         513,617          -                     -                     606,367          513,617          

Construction in progress 7,934,631      2,871,583       2,348,395      1,457,421      10,283,026     4,329,004       

Total Capital Assets (net of 
accumulated depreciation) 32,858,463$   28,006,835$   31,165,704$   30,337,062$   64,024,167$   58,343,897$   
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The Town of Southern Pines’ total debt increased by $5,854,103 during the current fiscal 
year.  The single factor for the increase was due to an installment purchase financing for 
the construction of a police facility which is reflected in the Governmental Activities Other 
Debt category, in the amount of $6,500,000.  Also included in the category is the 
purchase of an aerial ladder truck during fiscal year 2006. The total outstanding balance 
of Other Debt as of June 30, 2009 is $6,718,910. 
 
 
Figure 7: 
 

Town of Southern Pines 
Outstanding Debt 

General Obligation Bonds and Other Debt 

 
As mentioned in the financial highlights section of this document, the Town maintained 
its A2 bond rating from Moody’s Investors Services for the 11th consecutive year.  In 
2009, Standard and Poor’s Corporation upgraded the Town’s rating to an AA- from an 
A+. These bond ratings are clear indications of the sound financial condition and 
management of the Town.  These achievements are primary factors in keeping interest 
costs low on the Town’s outstanding debt. 
 
North Carolina General Statutes limit the amount of general obligation debt that a unit of 
government can issue to 8 percent of the total assessed value of taxable property 
located within that government’s boundaries.  The current legal debt margin for the Town 
is $154,673,309, which is significantly in excess of the Town’s outstanding general 
obligation debt. 
 
Additional information regarding the Town’s long-term debt can be found in note 13 of 
this report. 
 
Economic Factors and Next Year’s Budget and Rates 
 
The Town, like all municipalities both local and national, continues to face the challenges 
of the economy.  The fiscal year ending June 30, 2010 budget is balanced and 
represents an overall decrease of 5 percent and 2 percent in the governmental and 
business type activities budget’s respectively.   
 
The unemployment rate for the county in which the Town is located was 10.3% as of 
June 30, 2009.  The unemployment rate, which is an increase of 4% from a year ago, is 
below the State average of 11.2%.  The total value of construction building permits 

Governmental Business-type
Activities Activities Total

2009 2008 2009 2008 2009 2008

General
Obligation Bonds -$                    -$                210,000$        495,000$       210,000$       495,000$         

Other Debt 6,508,910       369,807       -                      -                    6,508,910      369,807           

Total 6,508,910$     369,807$     210,000$        495,000$       6,718,910$    864,807$         
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decreased 19.98% from the prior year.  These factors were considered in preparing the 
Town’s budget for 2010. 
 
Governmental Activities:  The governmental fund’s primary revenue resources are 
property taxes and other taxes and licenses.  For the fiscal year ending June 30, 2010, 
overall, budgeted revenues are expected to decrease 1.85%.   
 
Property taxes are budgeted to increase 3.08% over the prior year’s budget, while still 
maintaining a tax rate of $0.35 per $100 valuation.  The most significant revenue 
decrease is in the area of other taxes and licenses, which includes sales tax revenue.  
Due to economic factors, other taxes and licenses is budgeted at 17.36% less than the 
prior year’s budget. 
 
Budgeted expenditures in the General Fund are expected to decrease approximately 
5.0% or $743,331 over the prior year’s budgeted amount to $14,131,133. While 
continuing to replace vehicles and equipment per the Town’s vehicle and equipment 
replacement schedule, General Fund departments either remained consistent or 
reduced expenditures from the previous year. 
 
Also included in the budgeted expenditures amount is the first full year’s debt service 
payment for an installment purchase agreement in the amount of $6,500,000 the Town 
secured in 2009 for the partial cost of the construction of the police station.  Construction 
began on the facility in 2009 and is scheduled to be completed in fiscal year 2010. 
 
Business – type Activities:  Water and sewer activity revenues are budgeted to 
increase by approximately 7.68% over the prior year’s budget.  The increase is due 
primarily to the sewer rate increase of 30%. The 30% sewer rate increase is to offset the 
rate charged for wastewater treatment that will increase in excess of 30%.  
 
Budgeted expenses are expected to decrease 2.18% over the prior fiscal year’s budget.  
While the increased cost to the Town for wastewater treatment increased almost 30%, 
other departmental expenses were decreased.  Equipment and vehicles will continue to 
be replaced per the Town’s vehicle and equipment replacement schedule.  $350,000 
has been appropriated for various water and sewer improvements in a capital project 
fund.   

Requests for Information 
 
This report is designed to provide an overview of the Town’s finances for those with an 
interest in this area.  Questions concerning any of the information found in this report or 
requests for additional information should be directed to the Director of Finance, Town of 
Southern Pines, PO Box 870, Southern Pines, NC  28388.   
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