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The City of Asheville is committed to delivering an excellent quality of service to enhance your 

quality of life. 

   City of Asheville, NC 
Finance Department 

 
 

October 29, 2013 
 

 
To the Honorable Mayor, 
Members of the Governing Council, 
  and Citizens of the City of Asheville, North Carolina 
 
 
State law requires that all municipal governments publish a complete set of financial 
statements presented in conformity with accounting principles generally accepted in the 
United States of America (GAAP) and audited in accordance with auditing standards 
generally accepted in the United States of America (GAAS) and generally accepted 
government auditing standards (GAGAS), if required, by a firm of licensed certified public 
accountants. Pursuant to that requirement, we hereby issue the comprehensive annual 
financial report of the City of Asheville (the “City”) for the fiscal year ended  
June 30, 2013. 
 
Management assumes full responsibility for the completeness and reliability of the 
information contained in this report, based upon a comprehensive framework of internal 
control that it has established for this purpose. Because the cost of internal control should not 
exceed anticipated benefits, the objective is to provide reasonable, rather than absolute, 
assurance that the financial statements are free of any material misstatements. 
 
The independent certified public accounting firm of Cherry Bekaert LLP has audited the 
City’s financial statements. The objective of the audit was to provide reasonable assurance 
that the City’s financial statements 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. Based on their 
audit, Cherry Bekaert LLP concluded that the City’s financial statements, for the fiscal year 
ended June 30, 2013, are presented fairly in accordance with GAAP in all material respects. 
The report of independent auditor is presented as the first component of the financial section 
of this report. 
 
The independent audit of the financial statements of the City was part of a broader, federally 
mandated “Single Audit” designed to meet the special needs of federal grantor agencies. The 
standards governing Single Audit engagements require the independent auditor to report not 
only on the fair presentation of the financial statements, but also report on the City’s internal 
controls and compliance with legal requirements, with special emphasis on internal controls 
and legal requirements involving the administration of federal awards. In addition, the state 
of North Carolina has a similar requirement for state funds required under the “State Single 
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Audit Implementation Act.” The results of the City’s Single Audit engagement can be found 
in the compliance section of this report. 
 
Management’s discussion and analysis (“MD&A”) immediately follows the report of 
independent auditor and provides a narrative introduction, overview, and analysis of the basic 
financial statements. The MD&A complements this letter of transmittal and should be read in 
conjunction with it. 
 
Profile of Government 
 
The City, incorporated in 1797, is located in the western part of the state, which is considered 
to be a top growth area in the state and one of the top growth areas in the country. Asheville 
currently occupies a land area of approximately 41.3 square miles and serves a population of 
85,712. The City is the county seat of Buncombe County, is the largest city in Western North 
Carolina and eleventh largest city in the State. Asheville is nestled between the Blue Ridge 
and Great Smoky Mountains and located astride the French Broad and Swannanoa Rivers. 
The City is surrounded by lush mountains, many with elevations above 5,000 feet. 
Asheville’s natural and architectural beauty, moderate climate, strong job market and 
outstanding educational and health care facilities make it one of the most attractive locations 
in the United States. Asheville is consistently ranked high among the best places to live, 
work, and retire. The City’s long-range planning is directed toward preserving this area’s 
high quality of life, so that it shall remain one of the “best places.”  
 
The City is empowered to levy a property tax on both real and personal properties located 
within its boundaries.  
 
The City operates under the council-manager form of government. Policy-making and 
legislative authority are vested in a governing council (“Council”) consisting of the mayor 
and six other members. The council is elected on a non-partisan basis. Council members 
serve four-year staggered terms, with three council members elected every two years. The 
mayor is elected to serve a four-year term. The Council is responsible for adopting the budget 
and appointing the city manager, city attorney and city clerk. The city manager is responsible 
for implementing council policies, city ordinances, and managing daily operations and 
appointing department directors. 
 
The City provides a full range of services, including police and fire protection; the 
construction and maintenance of streets, and other infrastructure; solid waste services and 
water service; and recreational activities and cultural events. The financial reporting entity 
includes all the funds and account groups of the City of Asheville (primary government), as 
well as all of its component units. Component units are legally separate entities for which the 
government is financially accountable. Blended component units, although legally separate 
entities, are in substance part of the City’s operations and, as such, are included in the 
reporting entity. The Asheville Public Financing Corporation and the Asheville Claims 
Corporation are reported as blended component units, and, as such, are not presented in the 
Basic Financial Statements. The Asheville Alcoholic Control Board is reported as a 
discretely presented component unit and is presented in a separate column in the Basic 
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Financial Statements to emphasize that it is legally separate from the primary government 
and to distinguish its financial position, results of operations and cash flows from that of the 
primary government.  
 
In government, much more than in private business, the budget is an integral part of a unit’s 
accounting system and daily operations. The North Carolina General Statutes require all 
governmental units to adopt a balanced budget by July 1 of each year. The City’s budget 
ordinance, passed by Council, establishes a legal limit on spending authorizations. In general, 
the City’s operating budget remains in effect for one year. However, capital projects funds 
and grant funds are budgeted, as permitted by statute, for the life of each individual project. 
The level of budgetary control (that is, the level at which expenditures cannot legally exceed 
the appropriated amount) is established by fund or project total. For internal management 
purposes, the budget is detailed and compared to expenditures and encumbrances by line item 
within each department or project. The City also maintains an encumbrance accounting 
system as one technique of accomplishing budgetary controls. Encumbered amounts lapse at 
year-end. However, encumbrances are re-appropriated in the following year’s budget. 
Budgetary control is also facilitated by the use of an automated employee position 
classification system, which requires that every permanent position be budgeted. 
 
Local Economy 
 
The City is the regional center of manufacturing, transportation, health care, banking, 
professional services and shopping. The economy is diverse, with strong representation in 
health care, retail trade and tourism. The area’s leading industry in terms of employment is 
health care and social assistance, which currently employs approximately 24,000 people. 
Other leading industry sectors include retail trade, accommodation and food services, and 
manufacturing. Together these four sectors account for approximately 60% of all jobs in 
Buncombe County.  
 
The City’s setting in the heart of a vast and beautiful recreational area has made tourism an 
important part of the local economy. The most recent data from the N.C. Department of 
Commerce indicate that domestic tourism in Buncombe County generated an economic 
impact of $834.24 million in 2012.  Buncombe County ranks 5th in travel impact among the 
state’s 100 counties.  More than 9,360 jobs in Buncombe County are directly linked to travel 
and tourism.  Hotel/motel sales are a good indicator of the status of the local tourist economy.  
Hotel/motel sales grew steadily between 2004 and 2007; however, the effects of the Great 
Recession began in 2008 and extended into 2009, with hotel/motel sales falling by a 
combined 11.7% over those two years.  The most recent data available through the Asheville 
Convention and Visitors Bureau indicates that sales have rebounded by a combined rate of 
7.5% since 2010.  

 
In addition to being an important indicator of overall local economic health, Buncombe 
County retail sales activity also directly impacts the City’s general fund budget through sales 
tax receipts. In the wake of the Great Recession, local retail sales have shown strong 
recovery. Year over year increases for FY 2011, FY 2012, and FY 2013 are 5.78%, 5.86%, 
and 10.2%. Of the $3.6 billion in retail sales recorded in Buncombe County during FY2013, 
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approximately 75% of those sales occurred within the City of Asheville. Among large cities 
in North Carolina, Asheville has one of the highest levels of retail sales per resident.  This 
data reflects Asheville’s position as the regional economic center for Western North 
Carolina.  Asheville’s high level of retail sales per resident is also likely associated with 
Asheville’s status as a tourist destination. 
 
The unemployment rate is another critical indicator of the relative strength in the economy. 
As the effects of the recession began to be felt in Buncombe County, the average 
unemployment climbed throughout 2009 and the early part of 2010, peaking at 9.7% in 
February 2010. The local labor market continues to improve. As of July 2013, Buncombe 
County’s unemployment rate stood at 6.3%, as compared to an 7.6% rate one year earlier. 
Local unemployment rates are below both the statewide rate (8.7%) and the national rate 
(7.3%). 
 
Long-Term Financial Planning 
 
The Capital Improvement Program (“CIP”) is a five-year financing plan for infrastructure 
improvements, facility construction and improvement, and equipment acquisition. The City’s 
emphasis on long-range capital improvement planning focuses attention on current and future 
needs of the community and on balancing those needs with the City’s fiscal resources. 
 
The CIP is updated annually based on input from Council, the public and city staff. The 
FY2013 CIP (through the fiscal year ending June 30, 2017) was influenced by a number of 
other planning processes, including the City’s long-range Strategic Operating Plan, the 
Unified Development Ordinance, the Parks & Recreation Master Plan, the Pedestrian 
Thoroughfare Plan, and the 1998 Parking Study.  
 
In order to be included in the CIP, a capital item or construction project must have a useful 
life of more than one year and an initial cost of at least $50,000. All capital items not meeting 
these criteria are included in the annual operating budget as capital outlay. The one exception 
to this rule is vehicle purchases which, regardless of price, are included in the CIP. 
 
The General Capital Project Fund provides funding for all general government capital needs. 
FY2013 funding was provided by a $2.8 million pay-as-you-go contribution from the 
General Fund and $2.2 million in debt proceeds. 
 
CIP items and projects in the Water Resources Operating & Capital Improvement Funds 
were funded with utility revenues generated by the Water Resources Operating Fund and a 
capital maintenance fee. The capital improvement project budget for FY2013 was $7.4 
million. 

The five-year capital improvement program for the governmental funds, which covers fiscal 
years 2013 through 2017, totals $46.5 million.  The City plans to fund approximately $17.5 
million of the $46.5 million using proceeds from issuance of debt. The five-year CIP for the 
Enterprise Funds, most of which is for the Water Resources Fund, totals $36.7 million. The 
Enterprise Funds CIP is anticipated to be funded with current revenues. 
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Relevant Financial Policies 
 
The Fiscal Management Section of the North Carolina State Treasurer’s Office suggests local 
governments with taxing authority maintain an available fund balance, in their general fund, 
equal to (the larger of) eight percent of general fund expenditures or half the population 
group average. The City’s fund balance policy is to maintain an unassigned fund balance of 
no less than 15 percent of the General Fund operating budget excluding capital expenditures. 
At June 30, 2013, the unassigned fund balance is approximately 18 percent of General Fund 
expenditures. 
 
Insurance Programs 
 
The City maintains various risk management programs for certain general liability and 
casualty risks, fringe benefits and workers compensation obligations. Revenues and expenses 
for this program are recorded in the City’s internal service fund. For all of its self-insured 
retention programs, the City retains the services of outside third party administrators for the 
professional management and adjustments of claims. The City purchases excess liability 
insurance with limits of $15,000,000 across all liability lines – general, public officials, law 
enforcement, employment practices and automobile. The City also purchases insurance for 
real and personal property assets, including dams, in the amount of $239,327,749. Coverage 
limits include sub-limits for flood and earthquake. The City is also self-insured as provided 
under North Carolina General Statutes for Workers Compensation and Employer Liability. 
The City retains out-of-pocket costs up to $550,000 per event for workers’ compensation 
claims. Excess insurance with statutory limits is maintained for any claims exceeding the 
$550,000 self-insured retention. The employee health benefits program is funded by both 
employee and employer contributions. Employee benefits paid through this program include 
health, dental, life and disability insurance. The City’s health benefits are self-insured for 
claims below a $150,000 specific stop-loss coverage limit. Claims are covered above the 
specific limit through the purchase of specific stop-loss insurance. 
 
Awards and Acknowledgements 
 
The Governmental Finance Officers Association (“GFOA”) awarded a Certificate of 
Achievement for Excellence in Financial Reporting to the City for its comprehensive annual 
financial report (CAFR) for the fiscal year ended June 30, 2012. This was the thirty-third 
time that the City has received this prestigious award. In order to be awarded a Certificate of 
Achievement, the government had to publish an easily readable and efficiently organized 
CAFR that satisfied both generally accepted accounting principles and applicable legal 
requirements. 
 
A Certificate of Achievement is valid for a period of one year only. We believe that our 
current CAFR continues to meet the Certificate of Achievement Program’s requirements and 
we are submitting it to the GFOA to determine its eligibility for another certificate. 
 
In addition, the City also received the GFOA’s Distinguished Budget Presentation Award for 
its annual budget document for the fiscal year beginning July 1, 2012. In order to qualify for 
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Report of Independent Auditor 

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

Report on the Financial Statements 
We have audited the accompanying financial statements of the governmental activities, the business-type 
activities, the discretely presented component unit, each major fund, and the aggregate remaining fund 
information of the City of Asheville, North Carolina (the “City”) as of and for the year ended June 30, 2013, and 
the related notes to the financial statements, which collectively comprise the City’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. 
 
Auditor’s Responsibility 
Our responsibility is to express opinions on these financial statements based on our audit. We did not audit the 
financial statements of the City of Asheville ABC Board (the “Board”). Those financial statements were audited 
by another auditor whose report has been furnished to us, and our opinion, insofar as it relates to the amounts 
included for the Board, is based solely on the report of another auditor. 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 from material misstatement. The financial statements of the Board 
were not audited in accordance with Government Auditing Standards. 
 
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 City’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 City’s internal control. Accordingly, we express 
no such opinion. An audit also includes evaluating the appropriateness of accounting policies used and the 
reasonableness of significant accounting estimates made by management, as well as evaluating the overall 
presentation of the financial statements.  
 
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, based on our audit and the report of the other auditor, the financial statements referred to above 
present fairly, in all material respects, the respective financial position of the governmental activities, the 
business-type activities, the discretely presented component unit, each major fund, and the aggregate remaining 
fund information of the City as of June 30, 2013, and the respective changes in financial position and cash flows 
thereof and the respective budgetary comparison for the General Fund for the year then ended in accordance 
with accounting principles generally accepted in the United States of America. 
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Emphasis of Matter 
As discussed in Note 14 to the basic financial statements, the City adopted the provisions of Governmental 
Accounting Standards Board Statement No. 63, Financial Reporting of Deferred Outflows of Resources, 
Deferred Inflows of Resources, and Net Position, and Governmental Accounting Standards Board Statement 
No. 65, Items Previously Reported as Assets and Liabilities, effective July 1, 2012.   
 
Other Matters 
Required Supplementary Information  
Accounting principles generally accepted in the United States of America require that the Management’s 
Discussion and Analysis and the required supplementary 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. 
 
Supplementary and Other Information 
Our audit was conducted for the purpose of forming opinions on the financial statements that collectively 
comprise the basic financial statements of the City. The introductory section, major funds schedules, combining 
and individual fund statements and schedules, other supplementary information, statistical tables, and Schedule 
of Expenditures of Federal and State Awards, as required by U.S. Office of Management and Budget Circular A-
133, Audits of States, Local Governments, and Non-Profit Organizations and the State Single Audit 
Implementation Act, are presented for purposes of additional analysis and are not a required part of the basic 
financial statements.   
 
The major funds schedules, combining and individual fund statements and schedules, other supplementary 
information, other supplementary schedules and Schedule of Expenditures of Federal and State Awards are the 
responsibility of management and were derived from and relate directly to the underlying accounting and other 
records used to prepare the basic financial statements. Such information has been subjected to the auditing 
procedures applied in the audit of the basic financial statements and certain additional procedures, including 
comparing and reconciling such information directly to the underlying accounting and other records used to 
prepare the basic financial statements or to the basic financial statements themselves, and other additional 
procedures in accordance with auditing standards generally accepted in the United States of America.  In our 
opinion this information is fairly stated, in all material respects, in relation to the basic financial statements as a 
whole.   
 
The introductory and statistical sections have not been subjected to the auditing procedures applied in the audit 
of basic financial statements and, accordingly, we do not express an opinion or provide any assurance on them. 
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Other Reporting Required by Government Auditing Standards 
In accordance with Government Auditing Standards, we have also issued our report dated October 29, 2013 on 
our consideration of the City’s internal control over financial reporting and on our tests of its compliance with 
certain provisions of laws, regulations, contracts, and grant agreements, and other matters. The purpose of that 
report is to describe the scope of our testing of internal control over financial reporting and compliance and the 
results of that testing, and not to provide an opinion on internal control over financial reporting or on compliance. 
That report is an integral part of an audit performed in accordance with Government Auditing Standards in 
considering the City’s internal control over financial reporting and compliance.  

 
Raleigh, North Carolina 
October 29, 2013 
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Government-wide Analysis 

          

Revenue from Governmental Activities 
                                                                                                         Figure 4 
 

  
 

Expenses of Governmental Activities 
                                                                                                 Figure 5 
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Government-wide Analysis 
          

Revenue from Business-type Activities 
                                                                                                        Figure 6 
 

 
 

Expenses of Business-type Activities 
                                                                                                     Figure 7 
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Exhibit K

OPEB Trust Agency
Fund Funds

ASSETS
Cash and investments -$                       652,865$            
Cash and investments held by fiscal agent:

Cash and equivalents 42                       -                         
Long-Tern OPEB Fund 1,666,034           -                         
OPEB Equity Funds 1,921,459           -                         

Due from customers -                         1,454,105           

Total assets 3,587,535         2,106,970$        

LIABILITIES
Due to others -                         199,536$            
Dues to other governments -                         1,907,434           

Total liabilities -                        2,106,970$        

NET POSITION
Assets held in trust for OPEB benefits 3,587,535$        

The notes to the financial statements are an integral part of this statement.

CITY OF ASHEVILLE
STATEMENT OF FIDUCIARY NET POSITION

FIDUCIARY TRUST AND AGENCY FUNDS
JUNE 30, 2013

37



Exhibit L

OPEB Trust
Fund

ADDITIONS
Employer contributions 2,783,558$         
Insurance recovery 156,783
Investment earnings 281,146

Total additions 3,221,487           

DEDUCTIONS
Benefits 2,746,516

Change in net position 474,971       

Total net position - beginning 3,112,564           

Total net position - ending 3,587,535$        

The notes to the financial statements are an integral part of this statement.

CITY OF ASHEVILLE
STATEMENT OF CHANGES IN FIDUCIARY NET POSITION

FIDUCIARY TRUST FUND
FOR THE YEAR ENDED JUNE 30, 2013

38
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Variance
Project Prior Current Project Total To Positive

Authorization Years Year Closure Date (Negative)
REVENUES

Intergovernmental revenue 12,534,618$ 10,084,951$ 1,229,964$ -$                 11,314,915$ (1,219,703)$ 
Miscellaneous 2,095,250     1,823,594     89,660        -                   1,913,254     (181,996)      

Total revenues 14,629,868   11,908,545   1,319,624   -                   13,228,169   (1,401,699)   

EXPENDITURES
Community development:

CDBG Conversion Project 4,637,916     4,356,345     -                  -                   4,356,345     281,571       
Fair Housing Assistance

Program - 2008 131,000        131,248        -                  -                   131,248        (248)             
ACT-Asheville Go Employment

and Training 463,038        312,018        134,226      -                   446,244        16,794         
ACT-Renaissance Phase I 50,000          50,000          -                  -                   50,000          -                    
ACT-Finance & Ed Counseling 143,529        130,951        12,578        -                   143,529        -                    
ACT-Down Payment Assistance -

CDBG 630,716        574,156        52,240        -                   626,396        4,320            
ACT-Emergency Repair I 924,003        844,003        80,000        -                   924,003        -                    
ACT-Habitat Housing Services 227,500        210,615        -                  -                   210,615        16,885         
ACT-Helpmate Domestic Violence

Services 41,149          31,360          9,789          -                   41,149          -                    
ACT-Homebase Housing Services 219,301        179,301        -                  -                   179,301        40,000         
ACT-Homeless Initiative Coord 133,256        42,895          -                  -                   42,895          90,361         
ACT-Homeless Program 455,492        368,300        87,192        -                   455,492        -                    
ACT-Homeless Prevention Prog 341,801        281,801        60,000        -                   341,801        -                    
ACT-Housing Services 850,610        711,361        128,805      -                   840,166        10,444         
ACT-Micro-Business 682,004        607,004        75,000        -                   682,004        -                    
ACT-Emergency Repair II 503,003        423,003        70,990        -                   493,993        9,010            
ACT-Program Admin CDBG 1,674,403     1,420,775     146,696      -                   1,567,471     106,932       
ACT-Resources Development 86,000          86,000          -                  -                   86,000          -                    
ACT-SPS Redevelopment 31,531          9,315            -                  -                   9,315            22,216         
ACT-Supportive Housing

Services 268,202        183,202        85,000        -                   268,202        -                    
ACT-McCormick Heights

Relocation 59,459          59,458          -                  -                   59,458          1                   
ACT-Transit Infrastructure

Improvements 155,000        95,000          -                  -                   95,000          60,000         
ACT-Technical Assist - Weed

and Seed 9,987            9,987            -                  -                   9,987            -                    
ACT-Burton Street Traffic Calming 15,000          15,000          -                  -                   15,000          -                    
ACT-Burton St Community Cntr 155,000        -                    -                    155,000       
ACT-Small Business Loan 185,000        129,248        40,000        -                   169,248        15,752         
ACT-Emma sidewalks 98,436          -                    -                  -                   -                    98,436         
ACT-Hillcrest youth enrichment 28,200          28,200          -                  -                   28,200          -                    
ACT-N. Louisiana Street sidewalk 117,000        -                    -                  -                   -                    117,000       
ACT-World changers home repair 19,435          19,434          -                  -                   19,434          1                   
ACT-GO Energy Team Weather

Assistance 214,003        126,390        72,670        -                   199,060        14,943         
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Variance
Project Prior Current Project Total To Positive

Authorization Years Year Closure Date (Negative)

CITY OF ASHEVILLE
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AND CHANGES IN FUND BALANCE - BUDGET AND ACTUAL

FROM INCEPTION AND FOR THE YEAR ENDED JUNE 30, 2013

EXPENDITURES, CONTINUED
Community development:

ACT-Woodland Court Housing 
Service 203,806$      143,260$      60,826$      -$                 204,086$      (280)$           

ACT-Section 108 Debt Service 133,539        -                    -                    133,539       
ACT-Housing Service Homeless

School Age 87,616          42,947          27,712        -                   70,659          16,957         
ACT-Workforce Housing

Development Service 63,000          43,768          6,232          -                   50,000          13,000         
ACT-Moog Music Relocation 50,000          -                    -                  -                   -                    50,000         
ACT- Beulah Chapel Storm Drainage 50,000          -                    -                  -                   -                    50,000         
ACT-Adult Day Activity Building 35,000          35,000          -                  -                   35,000          -                    
ACT-Walker Heights 40,037          -                    -                  -                   -                    40,037         
Students-at-Risk 11,000          -                    -                  -                   -                    11,000         
ACT-Homeless Prevent & Rapid Rehsg 20,920          16,905        16,905          4,015            
ACT-Rose St Facility Expansion 40,000          -                    -                  -                   -                    40,000         
ACT-Contingency 10,906          -                    -                  -                   -                    10,906         
Total expenditures 14,296,798   11,701,345   1,166,861   -                   12,868,206   1,428,592    

Revenues over expenditures 333,070        207,200        152,763      -                   359,963        26,893         

OTHER FINANCING SOURCES
(USES)

Transfer to other funds (562,235)      (665,435)       (152,763)     -                   (818,198)       (255,963)      
Proceeds from sale of capital assets 229,165        458,235        -                  -                   458,235        229,070       

Total other financing sources
(uses) (333,070)      (207,200)       (152,763)     -                   (359,963)       (26,893)        

Net change in fund balance -$                 -$                 -                -$                -$                  -$                

Fund balance - beginning -                

Fund balance - ending -$               
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Report of Independent Auditor on Internal Control Over 
Financial Reporting and on Compliance and Other Matters 
Based on an Audit of Financial Statements Performed in 

Accordance with Government Auditing Standards 
 
 

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

We have audited, in accordance with the auditing standards generally accepted in the United States of America 
and the standards applicable to the financial audits contained in Government Auditing Standards issued by the 
Comptroller General of the United States, the accompanying financial statements of the governmental activities, 
the business type activities, the discretely presented component unit, each major fund, and the aggregate 
remaining fund information of the City of Asheville, North Carolina (the “City”) as of and for the year ended June 
30, 2013, and the related notes to the financial statements, which collectively comprise the City’s basic financial 
statements and have issued our report thereon dated October 29, 2013. Our report includes a reference to other 
auditors who audited the financial statements of the City of Asheville ABC Board (the “Board”), as described in 
our report on the City’s financial statements. This report does not include the results of the other auditors’ testing 
of internal control over financial reporting or compliance and other matters that are reported separately by those 
auditors. The financial statements of the Board were not audited in accordance with Government Auditing 
Standards. 
 
Internal Control Over Financial Reporting 
In planning and performing our audit of the financial statements, we considered the City’s internal control over 
financial reporting (internal control) to determine the audit procedures that are appropriate in the circumstances 
for the purpose of expressing our opinion on the financial statements, but not for the purpose of expressing an 
opinion on the effectiveness of the City’s internal control. Accordingly, we do not express an opinion on the 
effectiveness of the City’s internal control.   
 
A deficiency in internal control exists when the design or operation of a control does not allow management or 
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct 
misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in 
internal control, such that there is a reasonable possibility that a material misstatement of the City’s financial 
statements will not be prevented, or detected and corrected on a timely basis. A significant deficiency is a 
deficiency, or a combination of deficiencies, in internal control that is less severe than a material weakness, yet 
important enough to merit attention by those charged with governance. 
 

Our consideration of internal control was for the limited purpose described in the first paragraph of this section 
and was not designed to identify all deficiencies in internal control that might be material weaknesses or 
significant deficiencies. Given these limitations, during our audit we did not identify any deficiencies in internal 
control that we consider material weaknesses. However, material weaknesses may exist that have not been 
identified. 
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Compliance and Other Matters 
As part of obtaining reasonable assurance about whether the City's financial statements are free from material 
misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts, and 
grant agreements, noncompliance with which could have a direct and material effect on the determination of 
financial statement amounts. However, providing an opinion on compliance with those provisions was not an 
objective of our audit, and accordingly, we do not express such an opinion. The results of our tests disclosed no 
instances of noncompliance or other matters that are required to be reported under Government Auditing 
Standards. 
 
Purpose of this Report 
The purpose of this report is solely to describe the scope of our testing of internal control and compliance and 
the results of that testing, and not to provide an opinion on the effectiveness of the City’s internal control or on 
compliance. This report is an integral part of an audit performed in accordance with Government Auditing 
Standards in considering the City’s internal control and compliance. Accordingly, this communication is not 
suitable for any other purpose. 

 
Raleigh, North Carolina 
October 29, 2013 
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Report of Independent Auditor on Compliance for Each Major Federal 
Program and Internal Control over Compliance in Accordance with OMB 

Circular A‐133 and the State Single Audit Implementation Act 
 
 
 
To the Honorable Mayor and 
Members of the City Council 
City of Asheville, North Carolina 
 
 
Report on Compliance for Each Major Federal Program 
We have audited the City of Asheville, North Carolina (the “City”), compliance with the types of compliance 
requirements described in the OMB Circular A-133 Compliance Supplement and the Audit Manual for 
Governmental Auditors in North Carolina, issued by the Local Government Commission, that could have a direct 
and material effect on each of the City’s major federal programs for the year ended June 30, 2013. The City’s 
major federal programs are identified in the summary of auditor’s results section of the accompanying schedule 
of findings and questioned costs.  
 
Management’s Responsibility 
Management is responsibility for compliance with the requirements of laws, regulations, contracts, and grants 
applicable to its federal programs. 
 
Auditor’s Responsibility 
Our responsibility is to express an opinion on compliance for each of the City’s major federal programs based on 
our audit of the types of compliance requirements referred to above. We conducted our audit of compliance in 
accordance with auditing standards generally accepted in the United States of America; the standards 
applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General of 
the United States; OMB Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations, and 
the State Single Audit Implementation Act. Those standards, OMB Circular A-133, and the State Single Audit 
Implementation Act require that we plan and perform the audit to obtain reasonable assurance about whether 
noncompliance with the types of compliance requirements referred to above that could have a direct and 
material effect on a major federal program occurred. An audit includes examining, on a test basis, evidence 
about the City’s compliance with those requirements and performing such other procedures as we considered 
necessary in the circumstances.  
 
We believe that our audit provides a reasonable basis for our opinion on compliance for each major federal 
program. However, our audit does not provide a legal determination of the City’s compliance. 
 
Opinion on Each Major Federal Program 
In our opinion, the City complied, in all material respects, with the types of compliance requirements referred to 
above that could have a direct and material effect on each of its major federal programs for the year ended     
June 30, 2013.  
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Other Matters 
The results of our auditing procedures disclosed instances of noncompliance, which are required to be reported 
in accordance with OMB Circular A-133 which are described in the accompanying schedule of findings and 
questioned costs as items 13-01, 13-02 and 13-03. Our opinion on each major federal program is not modified 
with respect to these matters. 

The City’s responses to the noncompliance findings identified in our audit are described in the accompanying 
schedule of findings and questioned costs. The City’s responses were not subjected to the auditing procedures 
applied in the audit of compliance and, accordingly, we express no opinion on the responses. 

 
Report on Internal Control Over Compliance 
Management of the City is responsible for establishing and maintaining effective internal control over 
compliance with the types of compliance requirements referred to above. In planning and performing our audit of 
compliance, we considered the City’s internal control over compliance with the types of requirements that could 
have a direct and material effect on a major federal program to determine the auditing procedures that are 
appropriate in the circumstances for the purpose of expressing our opinion on compliance for each major federal 
program and to test and report on internal control over compliance in accordance with OMB Circular A-133, but 
not for the purpose of expressing an opinion on the effectiveness of internal control over compliance. 
Accordingly, we do not express an opinion on the effectiveness of the City’s internal control over compliance. 
 
A deficiency in internal control over compliance exists when the design or operation of a control over compliance 
does not allow management or employees, in the normal course of performing their assigned functions, to 
prevent, or detect and correct, noncompliance with a type of compliance requirement of a federal program on a 
timely basis. A material weakness in internal control over compliance is a deficiency, or combination of 
deficiencies, in internal control over compliance, such that there is a reasonable possibility that material 
noncompliance with a type of compliance requirement of a federal program will not be prevented, or detected 
and corrected, on a timely basis. A significant deficiency in internal control over compliance is a deficiency, or 
combination of deficiencies, in internal control over compliance with a type of compliance requirement of a 
federal program that is less severe than a material weakness in internal control over compliance, yet important 
enough to merit attention by those charged with governance. 
 
Our consideration of internal control over compliance was for the limited purpose described in the first 
paragraph of this section and was not designed to identify all deficiencies in internal control over compliance 
that might be significant deficiencies or material weaknesses. We did not identify any deficiencies in internal 
control over compliance that we consider to be material weaknesses. However, material weaknesses may exist 
that have not been identified. 
 
The purpose of this report on internal control over compliance is solely to describe the scope of our testing of 
internal control over compliance and the results of that testing based on the requirements of OMB Circular A-
133. Accordingly, this report is not suitable for any other purpose. 

 
Raleigh, North Carolina 
October 29, 2013 
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Report of Independent Auditor on Compliance for Each Major 
State Program and Internal Control Over Compliance  

in Accordance with OMB Circular A‐133 
and the State Single Audit Implementation Act 

 
 
To the Honorable Mayor and 
Members of the City Council 
City of Asheville, North Carolina 
 
 
Report on Compliance for Each Major State Program 
We have audited the City of Asheville, North Carolina (the “City”), compliance with the types of compliance 
requirements described in the Audit Manual for Governmental Auditors in North Carolina, issued by the Local 
Government Commission, that could have a direct and material effect on each of the City’s major State 
programs for the year ended June 30, 2013. The City’s major State programs are identified in the summary of 
auditor’s results section of the accompanying schedule of findings and questioned costs. 
 
Management’s Responsibility 
Management is responsible for compliance with the requirements of laws, regulations, contracts, and grants 
applicable to its State programs. 
 
Auditor’s Responsibility 
Our responsibility is to express an opinion on compliance for each of the City’s major State programs based on 
our audit of the types of compliance requirements referred to above. We conducted our audit of compliance in 
accordance with auditing standards generally accepted in the United States of America; the standards 
applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General of 
the United States; applicable sections of OMB Circular A-133, Audits of States, Local Governments, and Non-
Profit Organizations, as described in the Audit Manual for Governmental Auditors in North Carolina, and the 
State Single Audit Implementation Act. Those standards, OMB Circular A-133, and the State Single Audit 
Implementation Act require that we plan and perform the audit to obtain reasonable assurance about whether 
noncompliance with the types of compliance requirements referred to above that could have a direct and 
material effect on a major State program occurred. An audit includes examining, on a test basis, evidence about 
the City’s compliance with those requirements and performing such other procedures, as we considered 
necessary in the circumstances.  
 
We believe that our audit provides a reasonable basis for our opinion on compliance for each major State 
program. However, our audit does not provide a legal determination on the City’s compliance. 
 
Opinion on Each Major State Program 
In our opinion, the City complied, in all material respects, with the types of compliance requirements referred to 
above that could have a direct and material effect on each of its major State programs for the year ended       
June 30, 2013. 
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Report on Internal Control Over Compliance 
Management of the City is responsible for establishing and maintaining effective internal control over 
compliance with the types of compliance requirements referred to above. In planning and performing our audit of 
compliance, we considered the City’s internal control over compliance with the types of requirements that could 
have a direct and material effect on a major State program to determine the auditing procedures that are 
appropriate in the circumstances for the purpose of expressing our opinion on compliance for each major State 
program and to test and report on internal control over compliance in accordance with OMB Circular A-133, but 
not for the purpose of expressing an opinion on the effectiveness of internal control over compliance. 
Accordingly, we do not express an opinion on the effectiveness of the City’s internal control over compliance. 
 

A deficiency in internal control over compliance exists when the design or operation of a control over compliance 
does not allow management or employees, in the normal course of performing their assigned functions, to 
prevent, or detect and correct, noncompliance with a type of compliance requirement of a State program on a 
timely basis. A material weakness in internal control over compliance is a deficiency, or a combination of 
deficiencies, in internal control over compliance, such that there is a reasonable possibility that material 
noncompliance with a type of compliance requirement of a State program will not be prevented, or detected and 
corrected, on a timely basis. A significant deficiency in internal control over compliance is a deficiency, or 
combination of deficiencies, in internal control over compliance with a type of compliance requirement of a State 
program that is less severe than a material weakness in internal control over compliance, yet important enough 
to merit attention by those charged with governance. 
 
Our consideration of internal control over compliance was for the limited purpose described in the first 
paragraph of this section and was not designed to identify all deficiencies in internal control over compliance 
that might be significant deficiencies or material weaknesses. We did not identify any deficiencies in internal 
control over compliance that we consider to be material weaknesses. However, material weaknesses may exist 
that have not been identified. 
 

The purpose of this report on internal control over compliance is solely to describe the scope of our testing of 
internal control over compliance and the results of that testing based on the requirements of OMB Circular A-
133. Accordingly, this report is not suitable for any other purpose. 

 
Raleigh, North Carolina 
October 29, 2013 
 




























