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S. Eric Bowman, P.A.

CERTIFIED PUBLIC ACCOUNTANT

403 Scuth Green Street
P.C. Box 1476

Morganion, NC 28680-1476
Telephone (826) 438-1065
Fax (828) 438-g717

Independent Auditor’s Report

To the Board of County Commissioners
Swain County, HWorth Carolina

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 Swain County,
Worth Carolina, as of and for the year ended June 30, 2008, which collectively
comprise the County’s basic financial statements as listed in the table of
contents. These financial statements are the responsibility of Swain County's
management. Our responsibility is to express cpinions on these basic financial
statements based on our audit.

We conducted our audit in accordance with anditing standards generally
accepted in the United States of Bmerica and the standards applicable to fimancial
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 reascnable assurance about whether the basic financial statements
are free of material misstatement. BAn auwdit includes examining, on 2 test basis,
evidence supporting the amounts and disclosures in the financial statements. An
audit alsc includes assessing the accounting principles used and the significant
estimates made by management, as well as evaluating the owerall financial statement
presentation. We believe that cur audit provides a reasonable basis for our

opinicns.

In our opinion, based on our auwdit, 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, sach major fund, and the aggregate remaining fund
information of Swain County, Mecrth Carclina as of June 30, 2009, and the respective
changes in financial position and cash flows, where appropriate, thereof and the
respective budgetary compariscn for the general fund and schocls capital reserve
fund for the year then ended in conformity with accounting principles generally
accepted in the United 5tates of America.
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Swain County

In accordance with Govermment Auditing Standards, we have alseo issued ocur
report dated September 2, 2009 on. our consideration of Swain County's internal
contrel ower financial! reporting and cur test of its compliance with certain
provisions of laws, regulaticns, contracts and grants 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 perfeormed in accordance with Government
Auditing Standards and should be read in conjunction with this report in
considering the results of cur audit.

Management’s Discussicn and 2Znalysis, the schedules of funding progress,
employver contributions and the notes to the reguired schedules for the Law
EZnforcement Cfficers® Special Separation Allowance and Other Post Employment
Benefits (QPEB) are not a regquired part of the basic financial statements but is
supplementary information regquired by the Governmental Accounting Standards Board.
We have applied certain limited procedures; which consisted principally cf
inguiries of management regarding the
methods of measurement and presentaticn of the required supplementary information.
However, we did not audit this information and express no copinicon therecn.

Our audit was performed for the purpose of forming opinions on the financial
statenents that cecllectively comprise the basic financial statements of Swain

.County, North Carclina. The sombining and individual non-major fund schedules, as

well as the accompanying schedule of expenditures of federal and State awards as
reguired by U0.5. ©ffice of Management and Budget Circular A-133, Audits of States,
Local Govermments, and Non-Profit Organizations and the State Single Awndit
Implementaticon Act are presentzsd for purposes of additional analysis and are not a
required part of the kasic financial statements. ' Such information has been
subjected to the auditing procedures applied in the audit of the basic financial
statements and in our cpinion, is fairly stated, in all material respects; in

"relation to the basic financial statements taken as a whole.

S =

5. Eric Bowman, P.A.
Certified Public Accountant

Morganton, HMorth Carolins
Septenber 2, 2009



SWAIN COUNTY
MANAGEMENT'S DISCUSSION RND ANALYSIS

This section of Swain County’s annual financial report presents our
discussion and analysis of the County’s financial performance during the fiscal
year that ended on June 30, 200%. We encourage readers to read the information
presented here in conjunction with additional informatiom that we have furnished
in the County’s financial statements, which follow this narrative.

Financial Highlights

¢ The assets of Swain County exceeded its liabilities at the close of the
fiscal year by $6 774 133 (net assets).

» At the end of the current fiscal year, unreserved fund balance for the
General Fund was $1 07% €656, or 6.6 percent of total general fund
expenditures for the fiscal year.

* BSwain County’s total debt increased by 5B 351 or .4 percent during
the current fiscal year. The key factors in this increase was increased
borrowings for capital outlay.

* The County's bond rating is Baa.

CVERVIEW OF THE FINANCIAL STATEMENTS

This annual report consists of four parts - management’s discussion and
analysis (this section}, the basic financial statements, required supplementary
information, and an optional secticn that presents combining statements for non-
major governmental funds. The basic financial statements include two kinds of
statements that present different views of the County:

¢« The first two statements are govermment-wide financial
statements that provide both long term and short-term
information about the County’s owversll financial status.

# The remaining statements are fund financiel statements that
focus on individual parts of the County’s government,
reporting the County's operations in more detail than the
government-wide statements.

- The government funds statements tell how general government
services like public safety were financed in the short term
as well as what remains for future spending.

- Proprietary fund statements offer short and long term
financial infeormation about the activities the government
operates like businesses, such as the solid waste operation.

- Fiduciary fund statements provide information about financial
relaticonships which the County acts solely as agent for the-
benefit of others, to whom the rescurces in guestion belong.
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The financial statements also include notes that explain scme of the
information in the financial statements and provide more detailed data. The
statements are followed by a section of reguired supplementary information that
further explains and supports the information in the financial statements. In
addition to these required elements, we have included a section with combining
statements that provide details about our nomn-major governmental funds, each of
which are added together and presented in single columns in the basic financial
statements.

Figure A-1 summarizes the major features of the County's financial
statements, including the portion of the County government they cover and the types
of information they contain. The remainder of this overview section of
managenment’s discussion and analysis explains the structure and contents of each of
the statements.



[~r

Scope

Reqguired financial
statements

Beocounting basis and

measuremnent focus

Tvpe of asset/

liability information

Tyvpe of Lnilow/
outflow information

Govermment-wide
Stetements

FIGURE A-1

MAJOR FEATURES OF SWAIN COUNTY'S GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENTS

Fund Statements

Govaernmental Funds

Proprietary Funds

Fiduciary Funds

Entire County government
{except fiduciary funds)
and the County’'s component
unit

* Statement of net assets
s Statement of activities

Bcerual accounting and
econornic resources focus

E11 assets and liabilities,
both financial and cepital,
and short~term and long-term

211 revenues and expenses
during wyear, regardless of
when cash is received or
paid

Government-wide Statemants

The activities of the County
that are not propristary or
fiduciary, such as police,
administration and human
services

Balance sheet

Statement of revenues,
expenditures, and changes
in fund balances

Modified acecrual accounting
and current financial
respources focus

Only assets expected to be
used up and liabilities that
come doe during the year or
scont thereafter; no capital
assets included

Revenues for which cash is
received during or soon after
the end of the year;
expenditures when goods or
services have been received
and payment is due during the
year or soon thereafter

Activities the County cperates
similar to private businesses:
the sclid waste operations

* Stztement of net assets

*» Statement of revenues,
gxpenses, and changes in
net assets

* Statement of cash flows

Aoerual accounting and
economic rescurces foous

Bll assets and liabkilities,
both financial and capital,
and short-term and long-term

Bll revenues and expenses
during year, regardless cof
when cash is receiwved or paid

The government-wide statements report information about the County zs a
whole using accounting methods similar to those used by private-sector
companies. The statement of net assets includes all of the government’s
assets and liabilities. All of the current year’s revenues and expenses are
accounted for in the statement of activities regardless of when cash is
received or paid.

The twoe government-wide statements report the County’s nef assets and
how they have changed. WNet assets-the difference between the County's assets
and liabilities-is one way to measure the County's financial heaith, or
positicn.

» Over time, increases or decreases in the County’'s net assets
are an indicator of whether its financial health is
improving or deteriorating, respectively.

. To assess the overall health of the County you need to
consider additional nonfinancial factors such as changes in
the County’s property tax base.

Instances in which the County
is the trustee or agent for
somsons else’s rescurces

* Statemant of fiduciary net
assets, if applicable

Accrual zccounting and
conomic resources focus

211 assets and liabilities, both
short—-term and long-term; the
County's funds do not currently
contain capital assets,
although they can



r—

-6 -

The govermnment-wide financial statements of the County are divided intec
three categories: )

» Govermnental activities - Most of the County's basic services are
included here, such as public safety, human services and general
administration. FProperty taxes and state and federal grants
finance most of these activities.

. Business-type activities — The County charges fees to customers to
help it cover the costs of certain services it provides. The
County’s solid waste activities are included here.

. Component Unit — The County includes cne other entity in its
report-the Swain County Tourist Development Authority. Although,
legally separate, the “component unit®” is important because the
County is financially accountable for them.

Fund Financial Statements

The fund financial statements provide more detailed information about
the County’s most significant funds-not the County as a whole. Funds are
accounting devices that the County uses to keep track of specific sources of
funding and spending for particular purposes.

- Soeme funds are required by State law and by bond
covenants.
. The Board of Commissioners establishes other funds to

control and manage money for particular purposes.
The County has three kinds of funds:

» Governmental funds - Most of the County’s basic services are
included in governmental funds, which focus on (1} how cash and
other financial assets that can readily be converted to cash flow
in and out and (2) the balances left at year-end that are
available for spending. Consequently, the governmental funds
statements provide a detailed short-term view that helps you
determine whether there are more or fewer financial resources that
can be spent in the near future to finance the County’s programs.
Because this information does not encompass the additional long-
term focus of the government-wide statements, we provide
additional information at the bottom of the governmental funds
statement, or on the subsequent page, that explains the
relationship {or differences) between them.

» Proprietary funds - Services for which the County charges
customers a fee are generally reported in proprietary funds.
Proprietary funds, like the govermment-wide statements, provide
both long and short-term financial information.

- In fact, the County's enterprise fund {one type of
proprietary fund) is the same as its business-type
activities, but provides more detail and additicnal
information, such as cash flows. :
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Fiduclary funds - The Ccunty is responsible for other assets

that - because of a trust arrangement - can be used only for tzust
beneficiaries. The County is responsible for ensuring that the
assets reported in these funds zre used for their intended
parpeses. All of the Ccounty’'s fiduciary activities are reported
in & separate statement of fiduclary net assets. We exciude these
activities from the Countvy's governmeni-wide financial statements
because the County cannct use these assets to finance its
cperations.

“ARlsc included in this section are budgetary compariseon statements for all
major governmental funds,

Het Asseis

Het assets may serve over time as a useful indicator of a government’s
financial position. In the case of Swain County, assets excesded liabilities
by 56 774 133 at the close of the most recent fiscal year (Table 1}).

TABLE 1
HET ASSETS
Business - Total
Governmental Type Primary
hotivities Botivities Government
2008 2008 2009 2008 2008 2008
Current and Other Assets 5 6 824 572 S5 B 401 392 $ (290 i57) § {289 330) $ 6 634 415 % 8 112 0B2Z
Capital Assets 20 13% 055 18 229 141 639 0B2 591 301 20 778 137 18 820 402
Total Assets 27 183 627 26 630 493 348 925 301 871 27 412 552 26 932 454
Long-Term Debt Outstanding 18 126 B&S 1% 159 387 325 B30 280 118 12 £52 599 18 41% 705
Jther Liabilities 2 117 564 1 Bg2 491 68 156 56 06l 2 185 720 I G3B8 LH52
Total Liakbilities 20 244 433 20 D42 078 393 98B 316 179 20 638 419 20 358 257
Wet Assets:
Invested in Capital Assets,
Net ¢of Related Debt & €95 5149 7221 181 313 252 331 183 9 008 771 T 552 364
Unrestricted (Deficit) {1 B7e 325} (632 766) {358 3131 {345 391} {2 234 638} {978 157
Totzl Net Assets 5 6 B39 3194 5 & 5EBB 415 § {45 0&l) S {14 208y § 6 774 133 5 & 574 207

Swain County uses capital assets to provide services to citizens:

consequently, these assets are not available for future spending. Although
Swain County’s investment in its capital assets is reported net of related

debt,

it should be noted that the rescurces needed to repay this debt must

be provided from other sources; since the capital zssets themselves cannot
be used to liquidate these liabilities.

The County has issued debt for the acguisition and construction of

capital assets that are not reported as assets of the County. This debt has
been issued for the constructicon of public school facilities. The Ganeral
Statutes do not permit public schools to issve debt for the acguisition and
construction of facilities. Responsibility for providing these facilities
lies with the County. The titles to these assets are held by Swain County
Board of Education and the assets are reported on their financial statements.
These debt issues were necessary to provide for the educaticn of the citizens
of the County. The outstanding amcunt of this debt 56 683 333, has been
reported as a reduction of unrestricted net assets for govermnmental
activities. Had this debt not been reported as a reduction of unrestricted
net assets, the balance of unrestricted net assets for governmental
activities would be $4 8507 00B.
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Change in Net Asgets

The County’s total revenues were $16 810 028 at June 30, 2009 (see
Takle Z). Charges for services made up 21% of revenues. Property taxes and
other taxes made up 27% and 20% of revenues respectively. The County's
eXpenses cover a range of services with 39% of those expenses being

related to human services.

Eewvenues
Program Revenues:
Charges for Services
Operating Grants and
Contributions
Capital Gramts and
Centributions
General Revenues:
Property Taxes
Other Taxes
Unrestricted
Intergovernmental
Other

Total Revenues

Expenses
Ganeral Government

Public Safety

Environmental Protecticon

Economic and Physical
Development

Human Services

Recreational

Educaticon

Interest on Long-Term Bebt

Solid HWaste

Total Expenses

Excess {(Deficiency) of
Revenues Over
Expenses Before
Transfers

Transfers

Increase {Decrease)] in
Het Assets -

Nzt Assets, July 1

Het Assets, June 30

TABLE 2
CHANGE IN HET ASSETS

Business - Total
Governmental Type Primary
hotivities . BActiwvities Government
200% 2008 20909 2008 2008 2008
£ 2 778 b44 5 2 856 115 5 Ti% 219 & 857 758 $ 3 557 763 § 3 813 871
3 505 139 2 971 431 3 505 139 2 971 431
329 095 620 351 32% D85 620 9351
4 468 €92 4 347 &87 4 468 gO2 -4 347 B8B7
3 333 746 3 917 845 3 333 T4e 3 917 B45
i 103 245 884 T14 1 103 245 8B4 714
512 348 541 290 512 348 541 290
1 030 805 g 240 033 779 219 EST 756 16 B1Q 028 $17 097 789
2 309 5SzB 2 629 BS54 2 308 928 2 629 B854
3 227 332 2 397 556 3 227 33z 2 357 9%
85 278 85 199 a5 278 85 1949
1 20B 180 1 469 600 1 208 180 1 46% 00
£ 448 B88 & 657 4440 6 448 BBB 6 657 440
682 00% 739 B16 682 Q05 739 gl
1 052 278 2 506 408 1 052 278 2 B0& 408
GEZ2 094 279 874 682 (94 27% B74
©14 119 1 Q09 08§ 914 119 1 009 088
15 625 983 16 765 947 914 119 1 008 0OBE8 16 610 102 17 775 035
334 826 (525 914} {134 200} {151 332} 1949 926 (67T 246}
(104 047) (109 {040) 104 Q47 109 000
230 779 {634 214) [30 853} (42 3323 199 925 {6?? 246)
& HBE 415 7 223 324 (14 208} 28 124 B 574 207 7 251 453
S 6 019 194 £ & 588 415 s {45 0sl} 8 {14 208y $ 6 774 133 S5 & 574 7207
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Table 3 presents the cost of each of the County’'s five largest programs-
general government, public safety, human services, education and recreation-as
well as each program’s net cost {(total cost less fees generated by the
activities and intergovernmental aid). The net cost shows the financial
burden that was placed on the County’s taxpayers by each of these functions.

. The cost of all governmental activities this year was
$15.7 million.

. However, the amount that our taxpayers paid for these
activities through County taxes was $9.1 millien.
Some of the cost was paid by:

- Those who directly benefited from the
programs (2.8 million), or

- Other governments and organizations that
subsidized certain programs with grants and
contributions (3.8 million].

. The County paid for the $9.1 million “public benefit”
portion with $7.8 million in taxes, and with other
revenues such as interest and vnrestricted intergovernmental

revenues.

TAELE 3
NET COST OF SWAIM COUNTY'S GOVERMMENTAL ACTIVITIES
(In Millions of Dollars}

Total Cost Net Cost

of Services of Services

20059 2008 2009 2008
General Government $ 2.3 5 2.6 $ 1.5 5 2.0
Public Safety ’ 3.2 2.4 2.7 1.8
Human Services 6.4 6.7 2.1 2.5
Education 1.1 2.5 .B 2.2
Becreation .7 i . B .5
Other 2.0 1.9 1.4 1.2
Total 5 15.7 5 16.8 § 9.1 £ 10.2

Business-type Activities

Revenues of the County's business-type activities totaled 5773 219 with
expenses totaling $914 119 (see Table 2Z). This produced a deiicit before
transfers of 5134 900, The deficit was caused by the County not funding
depraciation.
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Financial Analysis of the County’s Funds

ks noted earlier, Swain County uses fund accounting to ensure and demonstrate
compliance with finance-related legal reguirements.

Governmental Funds. The focus of Swain County’s governmental funds is to provide
information on near-term inflows, cutflows and balances of usable rescurces. Such
information is useful in assessing Swain County’s financing regquirements.
Specifically, unreserved fund balance can be a useful measure of a government's net
rescurces available for spending at the end of the fiscal year.

The general fund is the chief operating fund of Swain County. At the end of the
current fiscal year, unreserved fund balance of the General Fund was $1 079 636,
while total fund balance was 52 801 716. BAs a measure of the general fund's
liguidity, it may be useful te compare both unreserved fund balance and total fund
balance to total fund expenditures. Unreserved fund balance represents 6.6
percent of total General Fund expenditures, while total fund balance represents
17.0 percent of that same amount.

At June 30, 2009, the governmental funds of Swain County reported a combined fund
balance of 55 044 B00.

General fund Budgetary Highlights: During the fiscal year, the County revised the
budget on several cccasions., Generally, budget amendments fall into one of thres
categories: 1) amendments made to adjust the estimates that are used to prepare
the coriginal 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
service. Total amendments increased the General Fund’s budget by $3 855 Z218.

Proprietary Funds. Swain County’s proprietary funds provide the same type of
informaticon found in the government-wide statements but in more detail.
Unrestricted net assets of the Solid Waste Fund at the end of the fiscal year
amounted to (358 313). This deficit will be funded in future vears.

Capital Asset and Debt Adwminisztration
Capital assets. Swain County's inwvestment in capital assets for its governmental
and business-type activities as of June 30, 2003 totals $20 778 137 ({net of
accumulated depreciation}. These assets include land, buildings, equipment, and

vehicles.

Major capital asset transactions during the year include:
¢ Completed Social Service Building Renovations
s Jail Building Completion

+ Purchased 9 Vehicles
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Swain County’'s Capital Assets
inet of zccumulated depreciation)

Gowvernmental Business-Type
Aotivities Activities Total
20089 2008 2009 2008 2005 2008
Land S04 472 209 5 4 472 209 $ 5 5 4 472 209 5 4 472 209
Construcktion
In Prograss 8 271 645 g 271 B45

Buildings 14 452 154 4 587 112 380 367 408 538 i4 B42 38l 4 975 B50
Eguipment 75T 481 605 981 3B &lé 47 123 7898 097 653 104
Vehicles 457 171 312 154 210 095 135 640 667 270 £47 794
Total $20 138 055 518 223 101 £ 639 0BZ $ 591 3q1 520 F78 137 S18 B20 402

Long-tarm Debt. As of June 30, 2009, Swain County had teotal debt cutstanding of
518 649 841, of which General Obligation Bonds are backed by the full faith and credit of the County
and all other debt is covered by pledged collateral and is subject teo sppropriatien.

Swain County’s Outstanding Debt
A1} Debt funding Sources

Governmental Business-Type
Activities Activities Total
2008 2008 2009 2008 20409 2008
General Obligation Bonds 5 3 450 000 £ 32 7E5 000 2 o $ 3 450 QD0 § 3 785 000
Capital Lease Obligations 2 e23 371 3 570 g97 325 B30 260 118 3 94% 201 3 840 015
Mortgages and Loans 11 250G 640 11 016 475 11 250 640 11 D18 475
Total $18 324 011 $1ig 381 372 $ 325 B30 $§ Z60 118 518 640 841 538 641 4%0

The State of North Carclina limits the amount of géneral obligation debt that a unit of govermment can
issue to & percent of the total assessed value of taxable property located within the government’s boundaries.
The legal debt margin for Swain County is $90 434 401.

Budget Highlights for the Fiscal Year Ending June 30, 2010
Governmental Activities: Budgsted expenditures in the General Fund are expected to decrease approximately £330 000
due to employee cut backs and furlcughs. The County intends to use available capital reserve funds to help offset

capital cutlay.

Business—type Activities: So0lid waste expenditures will remain constant.

Request for Infermaticon

This report is designed to provide an overview of the County’s finances for those with an interest in this area.
Questicns concerning any of the information found in this report or reguests for additional information should
be directed to the [Hrector of Finance, Swain County, F. ©. Box 2321, Bryson City, HC 28713.
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SWAIN CCUNTY Exhibit 1
STATEMENT OF WET ARSSETS
JUNE 30, 20039
Primary Government
Business -
Governmental TypDe Component
Assets Betivities Betivities Total Unit
Current Assets:
Cash and Cash Eguivalents & 4 580 544 5 5 4 580 544 $ B6 635
Receivakbles (Het of Allowance
for Uncollectibles) 1 B52 388 41 B75 1 B34 263
Due from Primary Government 25 98g
Internal Balance 332 A3z {332 032)
Restricted Cash and Cash
Equivalents : 158 608 15% B08
Total Current Assets 6 924 572 {290 157) & 634 415 112 £83
Non Current Assets:
Capital Assets:
Land 4 472 209 4 472 209
Other Capital Assets, Het
of Deprecation 15 666 B4G 635 0BZ2 16 305 928 14 6365
Total Non Current Assets 20 13% 055 639 082 20 778 137 14 636
Total Assets 27 063 627 348 925 27 412 552 127 319
Liakilities:
Current Liakilities:
Becounts FPayable 1 028 430 35 276 1 063 706
Compensated Absences 321 555 25 584l 347 4396
Unearned Revenus 581 &9 2 023 583 702
e to Component Unit 25 98B 25 988
Current Portion of Long Term
Obligaticns B6H 405 54 958 931 363
Total Carrent Liabilities 2 B24 057 126 198 2 952 255
Nen Current Liabilities:
Unfunded Pension Cost &6 507 &6 507
Pest Employee Health Benefits 93 405 4 916 g 321
Neon Current Portion of Long
Term Obligations 17 260 464 260 g72 17 521 336
Total Hon Current
Liabpilities 17 420 376 265 788 17 BB 1h4
Total Liabilities 20 244 433 393 986 20 638 419
Net Assets
Invested in Capital, Wet of
Eelated Debt 8§ 695 518 3k3 252 9 g0 771 14 B36
Unrestricted [Deficit) (1 B76 325} ) {358 313) (2 234 638} 112 683
Total Wet Asseis $ 6 Bi9 194 5 (45 061y S & 774 3133 5 127 31%

The notes to the fimancial statements are an integral part of this statement.
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SWAIK COUNTY Exhibit 2
STATEMENT OF ACTIVITIES
FOR THE YEAR ENBED JUWE 30, 20095
{Het Expense) Rewvenues and
Changes in Net Assetls
Program Revenues Frimary Government
Operating Capitzl Business -
Charges For Grants and Grants and Governmental Type Component
Functions/Programs Expenses Services Contributicons Contriputions Brotivities Activities Total Unit
Primary Gowverrnment:
Governmental Activities:
General Government 3 2 309 328 3 88T 171 3 121 497 3 % (1 301 2601 & 5{1 501 z&0) 5
Pubklic Safety 3 227 332 364 650 66 941 ag Qoo {2 705 741} (2 705 741}
Environmental Protection BS 278 i5 732 (69 546) (69 546)
Ecconomic and Physical Development 1 2638 180 560 41 (648 139) (648 139)
Human Services € 448 888 1 620 &892 2 481 745 239 0585 . {2 097 356) (2 097 356)
Recreational 682 005 136 031 B 72 (567 002) {587 D02
Educaticn 1 a5z 278 240 231 {812 0g7) {812 06T)
Interest on Long Term Debt gz 094 {682 (94) {BEZ2 094)
Total Governmental Rctivities 15 595 983 2 778 544 3 505 139 3258 095 (S 083 205) (2 083 205}
Business-Type Activities:
Sclid Wastse 9:4 115 779 2189 (134 500} {134 900)
Total Primary Government $1¢ 510 102 53 557 763 $ 3 505 i3% 329 095 (9 083 205 {134 900) {9 21B 105)
Component Unit:
Econcmic Development - Tourism 5 404 759 5 s (404 759}
Gensral Revenues:
Taxes:
Property Taxes 4 468 692 4 468 £92
Local Option Sales 3 002 542 3 002 942
Ocoupancy Tax 320 184 320 ip4
Public Service Taxes 10 620 10 620 :
Payment from Swain County 310 579
Unrestricted Intergovernmental 1 103 Z24% 1 103 245
Investment Earnings 78 894 78 BO94 152
Miscellanecus 432 453 432 453
Gain {Loss) on Disposal of Capital Assets 1 001 1 0dl
Transfers - Internal (104 0473 104 047
Total General ERevenues and Transfers 9 313 534 104 047 & 418 031 310 731
Change in NWet Assets 230 779 (30 853} 199 926 (94 028}
Net Assets - Beginning 6 588 415 {14 208} & 374 207 221 3471
Net Assets - Ending 5 6 819 194 $ {45 061y 5 6 T74 133 $ 127 319

The notes to the financial statements are an integral vart of this statement.
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EWATN COURTY
BALANCE SHEET
GOVERNMENTAL FUNDS
JUNE 20, 2009

Exhibit 3

1

-1

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

Schools )
Capital Capital Other Total
General Reserve Projects Gowvernmental Governmental
Fund Fund Fund Funds Fands
hssets
Cash and Cash Egquivalents 52 545 433 $1 232 264 5 217 = 802 &30 $ 4 580 544
Receivables, Net 1 287 645 103 306 ) 217 762 1 698 7i3
Property Tax Receivable, Wet 221 157 221 157
Due From Other Funds 434 415 B 069 442 484
Restricted Cash 15% 608 159 608
Total Assets 54 648 258 $1 343 639 ] 217 £ 1 020 352 S 7 012 506
Liabilities and Fund Balances
Liakilities:
Aeccounts Payable and Becrusd Liakbilities $1 417 718 s 5 = 10 712 5 1 028 430
Peferred Revenue 802 B36 BOZ 836
Bue to Component Unit 25 588 25 B3B8
Cue to Cther Funds 217 110 235 110 452
Total Liabilities I 846 542 217 120 947 1 867 706
Fuand Balances:
Beserved by State Statute 1 722 0&0 11 375 1 B33 435
Onreserved:
Designated for Capital Improvements 144 958 144 9S8
Undesignated 934 €98 1 232 284 2 166 962
Undesignated, Reported on Hon Major:
Special BHevenue Funds B39 445 899 445
Total Fund Bzlances 2 801 716 1l 343 639 BS99 £45 5 044 809
Total Liabilities and Fund Balances 54 648 258 $1 343 €39 217 £ 1 029 392 £ 7 012 506
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SWAIN COUNTY
RECONCILIATION OF THE BALAWCE SHEET OF GOVERNMENTAL FUNDS
T THE STATEMENT OF HET ASSETS
JONE 30, 2008

amounts reported for governmental activities in the
Statement of Het Assets [(Exhibkit 1) are differsnt because:
Capital Assets used in Governmental Activities
are not financial rescuarces and therefore are
not reported in the funds $ 20 139 055
Other assets used in governmental activities are
not financial rescources and, therefore are not
reported in the funds:
Deferred Eevenue-Ad Valorem Taxes 3 221 157
Aocorued Interest-Ad Valoren Taxes 22 518 243 675
Long-term liabilities, including bonds payable,
are not due and payable in the current period
and therefore are not reported in the funds:

Bonds and leases Payable 6 B76 229

Mortgages and Loans 1t 250 640

Compensated Absences 321 555

LEC Pension Obligation 66 L07
OPEB Obligation 93 405 118 60B 336)
Fund Balance - Governmental Funds (Exhibit 3) 5 D44 8OO0
Het Assets of Governmental Activities (Exhibit 1) S 6 B19 194

The notes to the financial statements are an integral part of this statement.
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SWAIN COUNTY Exhibit 4
STATEMENT ©OF REVENUES, EXPENDITUERES AND CHARNGES IM FUND BALAWNCES
GOVERNMENTAIL FUNDS
FOR THE YERR ENDED JOHE 30, 2003
Schools
Capital Capital Other Total
General Reserve Projects Governmental Governmental
Fund Fund Fund Funds Funds
Revanues
Taxes: . )
Property S 4 4Z2¢ 410 $ 3 S $ 4 428 4190
Local Option Sales 2 348 477 65d 465 3 g0z 542
Ooccupancy 320 184 320 184
Public Service 10 620 10 620
Intergovernmental 4 353 426 184 &78 562 478 5 300 58O
Charges for Services 2 4924 B538 283 6BE 2 778 544
Investment Earnings 48 227 1B 444 1 185 11 058 78 894
Miscellansous 70 353 70 353
Total Revenues 14 272 555 857 587 1165 857 220 15 9B8 527
Expenditures
Current:
General Government 3 104 478 3 104 £78
Public Safety 3 234 255 3 234 255
Environmental Protection B3 178 83 179
Economic and Physical
Development 736 512 406 651 1 143 1&3
Human Services € 138 745 329 659 & 468 404
Eecreational 617 120 617 120
Education 1 052 278 1 052 278
Debt Service:
Principal 825 866 825 666
Interest 657 451 £57 451
Capital Projects ‘ 1.i20 Q12 1 120 012
Total Expenditures 16 449% &84 1 120 012 736 310 18 306 006
Excess {Deficiency) of Revenue
Jver Expenditures (2 177 129} g57 587 {1 116 847} 120 910 (2 317 479)
Other Financing Sources (Uses)
Transiers In [Out) 467 582 (921 130} 409 476 {59 9753 {104 047}
Financing Proceeds 250 Bel 250 8961
USDA Leoan Proceeds 517 344 517 344
Total Other Financing Sources
(Uses) 718 543 1921 130) 926 B20 {59 9753 664 258
Met Change in Fund Balances {1 458 586) (63 543) (192 027} 6} 935 {1 653 221)
Fund Balances:
Begimnning of Year ) 4 280 302 1 407 182 i92 027 £38 510 6 698 021
End of Year £ 2 B0l 716 51 343 B39 5 5 899 445 5 5 044 800

The notes to the financial statements are an integral part of this statement.
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SWAIN COUNTY
RECONCILIATICH OQF THE STATEMENT OF REVENUE

Exhibit 4-1

Sy

EXPERDITURES, AND CHANGES IN FUND BALANCES OF GOUVERNMENTAL FUNDS

T0 THE STATEMENT OF ACTIVITIES
FOR THE YERR EMDED JUNE 30, 2008

Net change in fund balances - total Governmental
Funds (Exhibit 4}

Amounts reported for Governmental Activities in the
Statement of Activities (Exhibit 2} are different
because:

Gowernmental 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. This is the amount by which
Capital Outlays of 32 475 960 was greater than
Depreciation of $566 006 in the current period.

Revenues in the statement of activities that de not
provide current financial resocurces are not
reported as revenues in the funds

The issuance of long-term debt {e.g., bonds, leases)
provides current financial rescurces to governmental
funds, while the repayment of the principal of long-
term debt consumes the current financial resources of
governmental funds. A&also, governmental funds report
the effect of issuance cost, premiums, disccounts, and
similar items when debt is first issued, whereas these
amounts are deferred and amortized in the statement of
activities. This amcunt iz the net effect of these
differences in the treatment of long-term debt and
related items.

Some expenses reported in the statement of activities
doe not reguire the vse of current financial
resources and, therefore, are not reported as
expenditures in governmental funds,

Change in Net Assets of Governmental Activities
{Exhibit 2}

The notes to the financial statements are an integral part of

$(1 653 221}

1 902 8954

42 282

57 3861

(125 547}

3 230 779

this statement.
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SWAIN COONTY Exhikit 5
GENERAL FUND STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FURD BALANCE
BUBGET AND ACTUAL
FOE THE FISCAL YEAR ENDED JUNWE 30, 2009

Variances With
Final Budget

Budgeted Zmounts Favorakle
Original inal Actual {Unfavorable)
Revenues:
Ad Valorem Taxes $ 4 B2ZZ 265 $ 4 622 2658 5 4 426 410 ] [195 g5R5}
Local Opticn Sales Tax 2 285 3980 2 285 980 2 348 477 52 517
Other Taxes and Licenses 12 500 382 500 330 804 (31 E9&}
Unrestricted Intergovernmental g24 000 845 000 1 103 245 258 245
Restricted Intergowvernmental 928 #0B 2 949 103 3 £50 181 301 078
Permits and Fees 532 500 332 500 222 0581 [310 449)
Sales and Services 4 00§ 555 2 Thg 9350 2 272 BO7 [486 183}
Investment Earnings 90 0an oo D0qg 48 227 (41 773
Miscellanecus 28 161 34 0090 0 353 36 353
Total Revenues i3 340 7485 14 £980 318 14 272 555 (217 763)
Expenditures:
Current:
General Government 2 213 ©34 3 397 200 3 104 478 29z 722
Public Safety 3 085 762 3 ZBZ Tad 3 234 255 48 505
Enviromnmenial Protection 102 268 88 e68 B3 17% 5 489
Econcmic and Physical
Develaopnent 368 926 887 944 T34 512 151 432
Human Services 5 3537 D24 5 T80 783 & 138 745 {347 9gZ2}
Cultural and Recreational 602 418 627 410 617 1z0 10 290
Intergovernmental:
Education i G625 Q00 1 025 533 1 052 278 (26 T45}
Debt Service:
Principal Retirement 774 533 2 500 goa B2: 666 1 674 334
Interest and Cther Charges 213 085S 541 g&l8 657 451 {115 £23})
Total Expenditures 13 936 702 18 14175320 16 449 684 1 692 236
Revenues Over [Under) Expenditures (595 953) {3 651 602} (2 177 129 1 474 4733
Other Financing Sources [(Uses):
Transfers In {Qut} 585 953 969 953 487 582 {502 371}
Financing Proceeds 1 270 951 250 946l {1 020 000}
Fund Balance Appropriated 1 410 &88 {1 410 &BB}
Total Cther Financing
Scurces {Uses) 595 953 3 651 602 718 543 [2 933 059)
Eevenues and Other Financing Sources
Over {Under} Expenditures and
Other Financing Uses 5 s $f1 458 586) $ {1 458 5Bé}
Fund Balance:
Beginning of Year, July 1 & 260 302
¥nd cf Year, June 30 S 2 BO1 716

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

SCHZO0LS CAPITAL RESERVE FUND

Exhibit &

STATEMENT OF REVENUES, EXPEWNDITURES AMD CHANGES 1IN FUND BALANCE

BUDSET AND ACTUOAL

FOR THE FISCAL YEAR EWNDED JUHE 30, 2009

Revennes:
Local Option Sales Tax
Restricted Intergovernmental
Investment Earnings

Total Revermes

Other Financing Sources {Uses!:
Transfers {to) Other Funds

Eevenues Ower [(Under} Other
Financing Uses

Ffund Balance - Beginning of Year

Fund Balance - Ending of Year

Variance
With
Final Budget
Budgeted Amcunts Favorable
Original Final Actual [Unfavorable)
$500 000 3 S00 QQO0 5 654 465 $ 154 465
200 000 200 000 184 £78 (15 322}
1B 444 1B 444
700 000 F00 000 B57 587 157 587
{700 000) (700 0003 {821 130} {221 130}
3 s (63 5433 § (63 543)
1 407 182
51 343 639

The notes to the financial statements are an integral part of this statement.
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SWAIN COONTY
STATEMENT OF NET ASSETS

PROPRIETARY FUND
JUHE 30, 2009

Assets
Current Assets:
Receivables [(Het of Allowance for Uncocllectibles)

Hon Current Assets:
Capital Assets:
Other Capital Assets, Met of Depreciaticn

Total Assets

Ligbilities
Current Liahilities:
Acoounts Payable and Accruals
Due to Other Funds
Compensated Absences
Current Portion of Long Term Obligations
Deferred Revenue

Total Liabilities
Hon Current Liabilities:
Non Current Portion of Long Term
Obligaticns
Post Employes Health Liability
Total Non Current Liakbilities
Total Liabilities
Het Assets
Invested in Capital, Net of Related Debt

Unrestricted (Deficit)

Total MWet Assets (Deficit)

Exhibit 7

Enterprise
Fund
Solid
Haste

3 41 BIS5

639 082

680 957

35 27¢
332 032
25 941
64 95B

2 023

460 230

260 872
4 916

265 788

726 018

313 252

{358 313)

$ {45 0&l}

The notes to the financial statements are an integral part cof this statement.
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SWAIN COUNTY

EXPENSES AND CHANGES IN NET ASSETS

PROPRIETARY FOHD
FOR THE FISCAL YEARR ENWDED JONE 30, 2009

Qperating Revenues
Charges for Services

Operating Expenses
Waste Management Cperatiocons
Depreciaticn

Total Operating Expenses
Operating Income (Loss)

Non-Operating Rewvenues {Expenses}:
Interest Expense

Income (lLoss) Before Transfers

Transfers In
Change in Het Assets

Total Net Assets - Beginning

Total Wet ARssets — Ending

Enterp

Exhibit 8

rise

Fund

Sol
Was

822
Bl

803

1124

{10

(134

104
{30

{14

id
te

s 779 219

015
523

538

318}

281}

200)

047
853)

208}

$ {45 061)

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



)

- 22 -

SWATH COUNTY
STATEMEHT OF CASH FLOWS
PROPRIETARY FUND
FOER THE FISCRL YEARR ENDEC JUNME_ 30, 20083

Cash Flows From Operating Rctivities:
Cash Received From Customers
Cash Paid to Employees
Cash Paid for Goods and Services
Prepaid Waste Fees

Net Cash Provided (Used) by Operating Activities

Cash Flows From Honcapital Financing Activities:
Operating Transfers In {Out})
Increase (Decrease) in Due to Other Funds

Vﬂet Cash Provided {Used)by Noncapital
Financing Activities

Cash Flows From Capital and Related Financing Activities:
Acguisition of Fixed Assets :
Debt Principal and Interest Paid
Financing Proceeds

Met Cash Provided (Used) by Capital and Related
Financing Activities

Exhibit 9

Enterprise
Fund
Selid
Waste

$ Tig 597
(362 350)
{447 BEE;

298

(33 323;

104 047
3 449

107 456

(123 3043
{114 Be&9;
170 000

(74 173}

Wet Increase [Decrease) in Cash and Cash Egquivalents

Cash and Cash Eguivalents - Beginning Year

Cash and Cash Eguiwvalents - End of Year
Reconciliation of Operating Income to Wet Cash
Provided by Operating Activities:
Operating Income [(Loss)
Adjustments to receoncile Operating Income to
Wet Cash Provided by Operating Aectivities:
Depraciation
Changes in RAssets and Liabilities:
{Increase] Decrease in Accounts Receiwvable -
Customers and Waste Fees
Increase (Decrease)] in Accounts Payable and
Accruals — Customer’s
Increase [Decrease] in Compensated hAbsences
Increase [(Decrease) in Deferred Revenue

Total ARdjustments

Met Cash Provided {Used) by Operating Activities

The notes to the financial statements are an integral part of

$ (119 403)

Bl 523

(2 622)
& 316
365
298

g6 080

§ (33 323}

this statement.
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SWAIN COUNTY, NORTH CAROLINA
NOTES T¢Q THE FINANCIAL STATEMENTS
fCOR THE FISCAL YEAR ENDED JUNE 20, 2008

Summary of Significant Accounting Policies

The accounting policies of Swain County conform to generally accepted
accounting principles as applicable to governments., The following is a
summary of the more significant accounting policies:

A,

Reporting Entity

. The County, which is govermed by a five member Beard of

Commissiconers, is one of the 100 counties established in North
Carclina under Worth Carclina General Statute 153A-10. As reguired
by generally accepted accounting principles, these financial
statements present the County and its component unit, a legally-
separate entity for which the County is financially accountable. The
discretely presented component unit presented below is reported in a
separate column in the County¥'s combined financiazl statements in
order to emphasize that it is legally separate from the County.

Swain County Tourist Development Authority

The County appeints three of the five members of the governing board
of the Authority and the Authority operates within the County’s
boundaries for the benefit of the County’s residents. The County is
not responsible for the debts or entitled to the surpluses of the
Authority. The Auvthority has the power to approve its owm budget,
designates its own management, and maintains its own accounting
system. Complete financial statements can be cbtained from the
Authority's administrative office in Bryson City, H.C.

Basis of Presentation

Government-wide Statements: The statement of net assets and the
statement of activities display information about the primary
government (the County} and its component unit. These statements
include the financial activities of the overall government, except
for fiduciary activities. Eliminations have been made to minimize
the double counting of internal activities. These statements
distinguish between the government and business-type activities of
the County. Governmental activities generally are financed through
taxes, intergovernmental revenues, and other non-exchange
transactions. Business-type activities are financed in whole or in
part by fees charged tc external parties.

The statement of activities presents a comparison between direct
expenses and program revenues for the different activities of the
County and for each function of the County’s governmental activities,
Direct expenses are those that are specifically associated with a
program or function and, therefore, are clearly identifiable to a
particular functicn. Indirect expense allocations that have been
made in the funds have been reversed for the statement of activities.
Program revenues include (a] fees and charges paid by the recipients
for goods or services offered by the programs and (b} grants and
conkributions that are restricted to meeting the operaticnal or
capital requirements of a particular program. Revenues that are not
clagssified as program revenuves, including all taxes, are presented as

general revenues.

Fund Financial Statements: The fund financial statemsnts provide
information about the County’'s funds. Separate statements for each
fund category — governmental, proprietary, and fiduciary - are
presented. The emphasis of fund financial statements is on major
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governmental and enterprise funds, each displayed in a separate
column. A&ll remaining governmental funds are aggregated and reported

as nonmajor funds,

Proprietary fund operating revenues, such as charges for services,
result from exchange transactions associated with the principal
activity of the fund. Exchange transactions are those in which each
party receives and gives up essentially equal values. MNonoperating
revenues, such as subsidies and investment earnings, result from non-
exchange transactions or ancillary activities.

The County reports the Following major govermmental funds:

The General Fund is the general cperating fund of the County. This
fund acecounts for all financial resources except those that are
required to be accounted for in another fund.

The Schools Capital Reserve Special Revenue Fund accounts for the
accumelation of resources to be used specifically for designated
school projects.

The Capital Project Fund accounts for financlal rescurces to be used
for the acquisition and construction of major capital facilities
{other than those financed by proprietary funds and trust funds). The
County has three projects within the Capital Preject Fund: the Jail
Project, the Redevelopment Project and Schocol Renovations Project.

The County reports the following major proprietary fund:

The Sclid Waste Pund is used to account for those operations that are
financed and operated in a manner similar to private business or
where the board has decided that the determination of revenues
earned, costs incurred and/or net income is necessary for management
accountability.

Additienally, the County reports the following fund types:

hgency Funds - Agency funds are custodial in nature and do not
involwve the measurement of operational results. Agency funds are
used tc account for assets the County holds on behalf of others. The
County maintains three Agency Funds: the Fines and Forfeitures Fand,
which accounts for variocus legal fines and forfeitures that the
County is required to remit to the Swain County Board of Education,
the Motor Vehicle Tax Fund, which accounts for registered motor
vehicle property taxes that are billed and collected by the County
for various municipalities and special districts within the County,
and the 3% Interest Fund which accounts for interest on motor
vehicles for a set period of time and sent to the state of HC.

Measurement Focus, Basis of Accounting and Basis of Presentation

In accordance with Worth Carolina General Statutes, all funds of the
County are maintained during the year using the modified accrual
basis of accounting.

Government—wide, Proprietary and Fiduciary Fund Financial Statements
- The government-wide and proprietary fund financial statements are
reported using the economic resources measurement focus. The
government-wide and proprietary fund financial statements are
reported nsing the accrual basis of accounting. Revenues are
recorded when earned and expenses are recorded at the time
liabilities are incurred, regardless of when the related cash flows
take place. Nonexchange transactions, in which the County giwves or
receives value without directly receiving or giving equal walus in
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exchange, include property taxes, grants, and donations. On an
accrual basis, revenue from property taxes 1s recognized in the
fiscal year for which the taxes are levied. Revenue from grants and
donations is recognized in the fiscal year in which eligibility
reguirements have been satisfied.

Governmental Fund Financial Statements - Governmental funds are
reported using the current financial rescurces measurement focus and
the modified accrual basis of accocunting. Under this method,
revenues are recognized when measurable and available. Expenditures
are recorded when the related fund liability is incurred, except for
principal and interest on general long-term debt, claims and
judgements, and compensated absences, which are recognized as
expenditures to the extent they have matvred. General capital asset
acquisitions are reported as expenditures in govermmental funds.
Proceeds of general long-tem debt and acquisitions under capital
leases are reported as other financing scurces.

The County considers all revenues available if they are collected
within 60 days after year-end, except for property taxes. Ad valorem
taxes receivable are not accrued as a revenue because the amount is
not susceptible to accruwal. At June 30, taxes receivable are-
materially past due and are not considered to be an available
resource to finance the operations of the current yesar. Aalsc, as of
January 1, 1993, State law altered the procedures for the assessment
and cocllection of property taxes on registered motor vehicles in
North Carolina. Effective with this change in the law, Swain County
is responsible for billing and collecting the property taxes on all
registered motor vehicles on behalf of all municipalities and special
tax districts in the County. For registered motor vehicles, property
taxes are due the first day of the fourth month after the wehicles
are registered. The billed taxes are applicable to the fiscal year
in which they become due., Therefore, taxes for wvehicles registered
from March 2008 through February 2009 apply to the fiscal year ended
June 30, 2009. Uncocllected taxes, which are billed during this
period, are shown as a receivable on these financial statements.

Sales taxes collected and held by the State at year-end on behalf of
the County are recognized as revenue. Intergovernmental revenues,
and sales and services are not susceptible to accrual because
generally they are not measurable until received in cash.
Bxpenditure driven grants are recognized as revenue when the
gualifying expenditures hawve been incurred and all other graot
requirements have been satisfied.

Under the terms of grant agreements, the County funds certain
programs by a combination of specific cost-reimbursement grants,
categorical block grants, and general revenues. Thus when program
expenses are incurred, there are both restricted and unrestricted net
assets available to finance the program. It is the County's policy
to first apply cost-reimbursement grant resources to such programs,
followed by categorical block grants, and then by general revenues.
&11 governmental and business-type activities of the County follow
FASE Statements and Interpretations issued on or before November 30,
1989, Accounting Principles Board of Opinions, and Accounting
Research Bulletins, unless those pronouncements conflict with GASB
prouncements.
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The County has implemented GASE Statement Ho. 332 Accounting and
Financial Reporting for Nonexhange Transacticons, GASB Statement Ho.
34 Basic Fipnancial Statements and Management’s Discussion and
Analysis for State and Local Governments, as amended by GASB
Statement 37, GARSE Statement No. 36 Recipient Reporting for Certain
Shared Honexchange Revenues, an amendment of GASE Statement No. 33
and GASBE Statement Ho. 40 Deposit and Investment Risk Disclesures.
These standards provide for significant changes in termineology and
presentation and for the inclusion of Management’s Discussicn and
Analysis as required supplementary information.

Budgetary Data
The Ceounty’s budgets are adopted as required by the Korth Carolina

General Statutes. An annual budget is adopted for the general, the
special revenue {except for the CDBG, Governor’s Island and Franklin
Grove Funds] and the enterprise fund. &ll annual appropriatioas
lapse at the fiscal year-end. Project ordinances are adopted for the
CDBG, Governor's Island, and Franklin Grove Special Revenue funds and

for all Capital Project funds.

All budgets are prepared using the modified accrual basis of
accounting. Expenditures may not legally exceed appropriations at
the department level for funds which adopt annual budgets and at the
object level for funds which adopt Project Ordinances. The balances
in the capital reserve funds will be appropriated when transferred to
their respective capital projects. The County Manager has authority,
with subsequent approval by the Board, to transfer funds from one
appropriation to ancther per the following guidelines: (1) The funds
are not more than five-hundred dollars, (2} The funds involve receipt
and appropriation of grant funds or contracts which have been
approved by the Board, or (3} The transfer allows for better
accounting methods and does not involve a change in the purpose for
which funds are spent. &1l budgets shown in the financial statements
are the final June 30, 2009 budgets as amended.

& budget calendar is included in the Worth Carclina Statutes which
prescribes the last day on which certain steps of the budget
procedure are to be performed. The following schedule lists the
tasks to be performed and the date by which each is reguired to be

completed.

April 30 - Each department head will transmit te the budget cfficer
the budget requests and revenue estimates for their
department for the budget year.

June 1 — The budget and the budget message shall be submitted to
the governing board. The public hearing on the budget
should be scheduled at this time.

July 1 - The budget ordinance shall be adopted by the governing
board. :

Pursuant te G.S. 159-26(d), the County is not required to maintain
encumbrance accounts due to its small population. The County does
uge purchase crders but they are not reflected in expenditures until
the item is received. At June 30, 200%, the County did not have any
purchase orders outstanding.

Bssets, Lisbilities and Fund Equity

1. Deposits and Investments:

Deposits — All deposits of the County and Swain County
Tourist Development Authority are made in board-designated
official depositeories and are secured as reguired by G.S. 159-31.
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Official depositories may be established with any bank or
savings and loan assoclation whose principal office is located
in Morth Caroliina. Also, the County and the Avthority may
establish time deposit accounts suoch as NOW and SuperNOW
accounts, money market accounts, and certificates of deposit.
State law [G5.S. 159-30{c)] authorizes the County and the
AButhority to invest in obligations of the United States or
obligations fully guaranteed both as to principal and interest
by the United States; ckligaticns of the State of North
Carolina; bonds and notes of any Morth Carclina local
goveroment or public auvthority; cobligations of certain non-
guaranteed federal agencies; certain high guality issues of
commercial paper and bankers' acceptances; and the Morth
Carclina Capital Management Trust, an SEC-registered mutual
fund. The County and the Tourist Authority's investments with
a maturity of more than one year at acquisition and non-money
market investments are carried at fair walue as determined by
guoted market prices. The WCCMT Cash Portfolic’s securities
are valued at fair valuwe, which is the NCCMT's share price.
Money market investments that have a remaining maturity at the
time of purchase of cne year or less and non-participating
interest earnings and investment contracts are reported at
amortized cost.

Cash and Cash Eguivalents:

The County pocls money from several funds to facilitate
disbursement and investment and to maximize investment income.
Therefore, all cash and investments are essentially demand
deposits and are considered cash and cash equivalents. The
County and the Autherity considers demand deposits and
investments purchased with an original maturity of six meonths
or less, which are not limited as to use, to be cash and cash

equivalents.

Restricted Assets:

The County is depositing $77 930 annually into a sinking fund
held with the Bank of America for the future pay off of

£1 500 000 of N.C. (ualified Zone Academy Bonds. The amount of
restricted assets of 5159 608 1s the balance in the sinking
fund at June 30, 2009,

Ad Valorem Taxes Receivable:

In accordance with State law [6.5. 105-347 and G.5 15%-13%i(a)],
the County levies ad valorem taxes on July 1, the beginning of
the fiscal year. The taxes are due September 1l; howewver,
penalties and interest do not accrue until the following
January 6. These taxes are based on the assessed values as of
January 1, 2008. As allowed by State Law, the County has
established a schedule of discounts that apply to taxes which
are paid pricr to the due date. In the County’'s General Fund,
ad valorem tax revenues are reported net of such discounts.
Allowances for Doubtful Accounts:

a1l receiwvables that historically experience uncollectible
accounts are shown net of an allowance for doubtful accounts.
This amcunt is estimated by analyzing the percentage of
receivables that were written off in prior years.

Capital Assets:

Capital assets are defined by the govermment as assets with an
initial, individual cost of more than 52,500 and an estimated
useful life in excess of cne year. Capital assets, which
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include property, plant and eguipment are reported in the
applicable governmental or business-type activities columns in
the govermment-wide financial statements. Such assets are
recorded at historical cost or estimated historical cost if
purchased or constructed. Donated capital assets are recorded
at estimated fair walue at the date of donation. The costs of
normal maintenance and repairs that do not add to the wvalue of
the assets or materially extend assets lives are not
capitalized.

The County holds title to certain Swaln County Board of
Education properties, which have not been included in capital
assets. The properties have been deeded to the County to
permit installment purchase financing for acquisition and
construction costs and to permit the County to receive refunds
of sales tax paid for construction costs. Agreements between
the County and the Board of Education give the Board of
Education full use of the facilities, full responsibility for
maintenance of the facilities, and provide that the County will.
convey title to the property back to the Board of Education,
once all restrictions of the financing agreements and all sales
tax reimbursement requirements hawve been met. The properties
are reflected as fixed assets in the financial statements of
the Swain County Board of Education.

Capital assets are depreciated using the straight line method
over the following estimated useful lives:

hssets Years
Buildings 40
Building Improvements 40
Furniture and Eguipment 5-7
Vehicles and Moterized Egquipment’ 5

Capital assets of the Swain County Tourist Development Activity
are depreciated over their useful life on a straight-line basis

as follows:
Assets Years
Office Egquipment >

LEong-Term Obligations: :

In the government-wide financial statements, and proprietary
fund types in the fund financial statements, long-term debt and
other long-term obligations are reported as liabilities in the
applicable acvernmental activities, business-type activities,
or proprietary fund type statement of net assets.

In fund financial statements for governmental fund types, the
face of debt issued is reported as an other financing source.

Compensated Absences:

The wvacation policies of the County provide for the
accumnlation of up to thirty {30) days earned vacation leave
with such leave being fully vested when earned. The County’'s
liability for accumulated earned wacatiocn and the salary-
related payments as of June 30, 2009 is reccrded in the
government-wide financial statements and the proprietary funds.
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The sick leave policies of the County provide for an unlimited
accumulation of sarned sick leave. Sick leave does not wvest,
but any unused sick leave accumulated at the time of retirement
may be used in the determination of length of service for
retirement benefit purposes. Since neither entity has any
obligation for accumunlated sick leave until it is actually
taken, no accrual for sick leave has been made.

Het Assets/Fund Balances:

Net assets in government-wide and proprietary financial
statements are classified as invested in capital assets, net of
related debt; restricted; and unrestricted. Restricted net
assets represent constraints on resources that are either
externally imposed by creditors, granteors, contributers, or
iaws and regulations of other governments or imposed by law
through state statute.

In the governmental fund financial statements, reservations or
restrictions of fund balance represent amounts that cannot be
appropriated or are legally segregated for a specific purpose.
Designations of fund balance represent tentative management
plans that are subject to change.

State law G.5. 159-13(b) (16} restricts appropriation of fund
balance to an amount not to exceed the sum of cash and
investments minus the sum of liabilities, encumbrances, and
deferred revenues arising from cash receipts as these amounts
stand at the close of the fiscal year preceding the budget

year.

The governmental fund types classify fund balances as follows:

Reserved

Regserved by stata statue — portion of fund balance not
available for appropriation after remaining reserves not
available for appropriation have been segregated vnder State
law 5.3, 15%-8{a). This amount is usually comprised of
receivables and due from's, which are not offset by deferred
revenues.

fnreserved

Designated for capital improvements — portion of total fund
balance available for appropriaticn, which has been designated,

for future capital improvements.

Designated for subsequent year’s axpenditures - portion of
total fund balance awvailable for appropriation which has been
designated for the next fiscal year’s adopted budget ordinance.
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Management Estimates
The preparation of financial statements in conformity with accounting

principles generally accepted in the United States of America
requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities and disclosure of
contingent assets and liabilities at the date of the financial
statements and the reported amounts of revenues and
expenditures/expenses during the reporting peried. ARctual results
could differ from those estimates.

Other Resources

The General Fund provides the basis of local resources for
govermnmentzl funds. These transactions are recorded as “Transfers-
out® in the General Fund and “Transfers-in” in the receiving fund.
Transfers are also made out of the Schools Capital Reserve Fund into
the General Fund to pay for school debt.

II. Reconciliation of Govermment-wWide and Fund Financial Statements

b,

Explanation of certain differences between the govermmental fund
balance sheet and the government-wide statement of net assets.

The governmental fund balance sheet includes a reconciliation between
fund balance - total governmental funds and net assets - governmental
activities as reported in the govermment-wide statement of net
assets. The net adjustment of $1 774 394 consists of several
elements as follows:

Description Amcunt
Capital assets in governmental activities are not

financial resources and are therefore not reported
in the funds {total capital assets on govermment-

wide statement governmental activities coclumn) 825 356 553
Less Accumulated Depreciation 5 217 498
Wet Capital Assets 20 139 055

Beerued interest receivable less the amount

claimed as unearned revenue on ad valorem taxes

in the government-wide statements as these funds

are not available and therefore deferred in the

fund statements. 22 51g

Liakbilities for revenue deferred but earned and
therefore recorded in the fund statements but not
government-wide - net ad valorem taxes. 221 157

Liabilities that, because they are not due and
payable in the current period, do not require
current resources teo pay and are therefore not
recorded in the fund statements:

Bonds, leases, and installment financing (& B76 229}
Mortgages and Loans {11 250 &40}
Compensated Absences {321 555}
Pension Obligation (66 50T
OPEB Obligaticn {93 405)

Total adjustment 5 1 774 394
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Explanation of certain differences between the governmental fund
statement of revenuwes, expenditures, and changes in fund balance and
the government-wide statement of activities.

The govermmental fund statement of revenues, expenditures, and
changes in fund balances includes a reconciliation between net
changes in fund balances - total governmental funds and changes in
net assets of governmental activities as reported in the government-
wide statement of activities. There are several elements*of that
total adjustment of $1 884 000 as follows:

Description Amount

Capital outlay expenditures recorded in the fund
statements but capitalized as assets in the
statement of activities $2 475 960

Gain on Disposal of Fixed Assets is recorded im the
government wide statements only. 1 001

Depreciation expense, the allocation of those assets
over their useful lives, is recorded in the
statement of activities but not in the fund statements. (566 006)

New debt issued during the year is recorded as a

source of funds in the fund statements; it has no

effect on the statement of activities - it affects

only the govermment-wide statement of net assets. ({768 30%)

Principal payments on debt owed are recorded as a

use of funds in the fund statements but affect

only the statement of net assets in the government-

wide statements. 825 666

Law Enforcement Separation Allowance expenses reported

in the statement of activities do not require the

use of current rescurces to pay and are not recorded as

expenditures in the fund statements. (&6 918}

Amortization of deferred charges on refunding is not
recorded as an expenditure in the funds statement. {24 643)

Compensated absences are accrued in the government-
wide statements but not in the fund statements
because they do not use current rescurces. (631}

Post employment health costs are accrued in the
government-wide statements, but not in the fund
statement. (83 405}

Revenues recognized in the funds statements but not _
in the statement of activities-Sale of Fixed Assets. {1 001}

Revenues reported in the statement of activities

that do not provide current resources are not

recorded as revenues in the fund statements:
Recording of tax receipt