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S. Eric Bowman, P.A.

CERTIFIED PUBLIC ACCOUNTANT

403 South Green Street
P.O. Box 1476

Morganton, NC 28680-1476
Telephone (828) 438-1065
Fax (828) 438-9117

Independent Auditor’s Report

To the Board of County Commissioners
Swain County, North 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,
North Carolina, as of and for the year ended June 30, 2011, 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 opinions on these basic financial
statements based on our audit. ' .

We conducted our audit in accordance with auditing standards generally
accepted in the United States of America and the standards applicable to financial
audits contained in Government Auditing Standards, issued by the Comptroller
General of the United States. Those standards require ‘that we plan and perform the
audit to obtain reasonable assurance about whether the basic financial statements
are free of material misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements. An
audit also includes assessing the accounting principles used and the significant
estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audit provides a reasonable basis for our
opinions. :

In our opinion, the financial statements referred to above present fairly, in
all material respects, the respective financial position of the governmental
activities, the business-type activities, the discretely presented component unit,
each major fund, and the aggregate remaining fund information of Swain County,
North Carolina as of June 30, 2011, and the respective changes in financial
position and cash flows, where appropriate, thereof and the respective budgetary
comparison for the general fund and permanent fund for the year then ended in
conformity with accounting principles generally accepted in the United States of

America.



Page 2
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In accordance with Government Auditing Standards, we have also issued our
report dated August 31, 2011 on our consideration of Swain County’s internal
control over financial reporting and our test of its compliance with certain
provisions of laws, regulations, 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 performed in accordance with Government
Auditing Standards and should be read in conjunction with this report in
considering the results of our audit.

Accounting principles generally accepted in the United States of America
require that Management’s Discussion and Analysis, the schedules of funding
progress, employer contributions and the notes to the required schedules for the
Law Enforcement Officers’ Special Separation Allowance and Other Post Employment
Benefits (OPEB) 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 historic context. We have applied certain
limited procedures to the require supplementary information in accordance with
auditing standards generally accepted in the United States of America, which
consisted of inquiries of management about the methods of preparing the information
and comparing the information for consistency with management’s responses to our
inquiries, the basic financial statements, and other knowledge we obtained during
our audit of the basic financial statements. We do not express an opinion or
provide any assurance on the information because the limited procedures do not
provide us with sufficient evidence to express an opinion or provide any assurance.

Our audit was conducted for the purpose of forming opinions on the financial
statements that collectively comprise Swain County’s financial statements as a
whole. The combining and individual fund financial statements, are presented for
purposes of additional analysis and are not a required part of the financial
statements. The accompanying schedule of expenditures of federal and state awards
is presented for purposes of additional analysis 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 and is not a
required part of the financial statements. The combining and individual fund
financial statements and the 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 financial
statements. The information has been subjected to the auditing procedures applied
in the audit of the financial statements and certain additional procedures,
including comparing and reconciling such information directly.to the underlying
accounting and other records used to prepare the financial statements or to the
financial statements themselves, and other additional procedures in accordance with
auditing standards generally accepted in the United States of America. In our
opinion, the information is fairly stated in all material respects in relation to
the-financial statements as a whole.

/<7€ L Ll
S. Eric Bowman, P.A.
Certified Public Accountant

Morganton, North Carolina
August 31, 2011
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SVWAI N COUNTY
MANAGEMENT” S DI SCUSSI ON AND ANALYSI S

This section of Swain County’s annual financial report presents our
di scussion and anal ysis of the County’'s financial performance during the fisca
year that ended on June 30, 2011. W encourage readers to read the information
presented here in conjunction with additional inforrmation that we have furni shed
in the County's financial statenents, which follow this narrative.

Fi nanci al Highlights

e The assets of Swain County exceeded its liabilities at the close of the
fiscal year by $21 830 567 (net assets).

e The governnent’s total net assets increased by $1 526 293 due to increased
net assets in the Governmental Funds.

e At the end of the current fiscal year, unassigned fund bal ance for the
General Fund was $1 986 580, or 11.8 percent of total general fund
expendi tures for the fiscal year.

e At the end of the current fiscal year, Swain County’s governnental funds
reported comnbi ned endi ng fund bal ances of $19 835 698 after a net increase
in fund bal ance $1 737 082. Approximately 80 percent of this total amount
or $15 883 935 is restricted or nonspendabl e.

e Swain County’s total debt increased by $81 710 or .5 percent during
the current fiscal year. The key factors in this increase was borrow ngs
greater than paynment of principal.

e The County’s bond rating is Baa.

OVERVI EW OF THE FI NANCI AL STATEMENTS

Thi s annual report consists of four parts — managenent’s discussion and
anal ysis (this section), the basic financial statenents, required suppl enentary
i nformati on, and an optional section that presents conbining statements for non-
maj or governnental funds. The basic financial statements include two kinds of
statenments that present different views of the County:

e The first two statenents are governnent-w de financi al
statenments that provide both long termand short-term
i nformati on about the County’s overall financial status.

e The remaining statenents are fund financial statenents that
focus on individual parts of the County’'s governnent,
reporting the County’s operations in nore detail than the
gover nnent - wi de st at enents.

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

- Proprietary fund statenents offer short and long term
financial information about the activities the governnent
operates |ike businesses, such as the solid waste operation.

- Fi duciary fund statenents provide information about financial
rel ati onshi ps which the County acts solely as agent for the
benefit of others, to whomthe resources in question bel ong.
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The financial statements also include notes that explain sone of the
information in the financial statenents and provide nore detailed data. The
statenents are followed by a section of required supplenentary information that
further explains and supports the information in the financial statenents. In
addition to these required el enents, we have included a section w th conbining
statements that provide details about our non-major governmental funds, each of
whi ch are added together and presented in single colums in the basic financia
statements.

Figure A-1 summari zes the major features of the County’s financia
statenents, including the portion of the County governnent they cover and the types
of information they contain. The remainder of this overview section of
managenent ' s di scussi on and anal ysis explains the structure and contents of each of
t he statenents.



Scope

Required financia
statenents

Accounting basis and
nmeasur enent focus

Type of asset/
liability information

Cover nrent - wi de
St at erent s

FI GURE A-1

MAJOR FEATURES OF SWAI N COUNTY S GOVERNMENT- W DE AND FUND FI NANCI AL STATEMENTS

Fund St at ement s

CGover nmrent al Funds

Proprietary Funds

Fi duci ary Funds

Entire County governnent
(except fiduciary funds)
and the County’s conponent
unit

e Statenent of net assets
e Statement of activities

Accrual accounting and
econom ¢ resources focus

Al'l assets and liabilities,
both financial and capital,
and short-termand | ong-term

The activities of the County
that are not proprietary or
fiduciary, such as police,
admi ni stration and human
servi ces

e Bal ance sheet
e Statenent of revenues,

expendi tures, and changes
in fund bal ances

Modi fi ed accrual accounting
and current financia
resources focus

Only assets expected to be
used up and liabilities that
cone due during the year or
soon thereafter; no capita

Type of
outfl ow i nformati on

assets included
i nfl ow Al 'l Revenues for which cash is
recei ved during or soon after
the end of the year;
expendi t ures when goods or
servi ces have been received
and paynent is due during the
year or soon thereafter

revenues and expenses
during year, regardl ess of
when cash is received or
pai d

Gover nmrent -wi de St atements

The governnent-w de statenents report information about the County as a
whol e using accounting methods simlar to those used by private-sector
conpani es. The statement of net assets includes all of the government’s
assets and liabilities. Al of the current year’s revenues and expenses are
accounted for in the statenment of activities regardl ess of when cash is
recei ved or paid.

The two governnent-wi de statenents report the County’s net assets and
how t hey have changed. Net assets-the difference between the County’'s assets
and liabilities-is one way to neasure the County’s financial health, or
posi tion.

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

. To assess the overall health of the County you need to
consi der additional non financial factors such as changes in
the County’s property tax base.

Activities the County operates
simlar to private businesses:
the solid waste operations

e Statenent of net assets

e Statenent of revenues,
expenses, and changes in
net assets

e Statenent of cash flows

Accrual accounting and
econom ¢ resources focus

Al'l assets and liabilities,
both financial and capital
and short-termand | ong-term

Al'l revenues and expenses
during year, regardl ess of
when cash is received or paid

I nstances in which the County
is the trustee or agent for
someone el se’s resources

e Statenent of fiduciary net
assets, if applicable

Accrual accounting and
econom ¢ resources focus

Al'l assets and liabilities, both
short-termand long-term the
County’s funds do not currently
contain capital assets,

al t hough they can



-6 -

The governnent-wi de financial statements of the County are divided into
t hree categories:

. Governmental activities — Most of the County’s basic services are
i ncl uded here, such as public safety, human services and genera
adm ni stration. Property taxes and state and federal grants
finance nost of these activities.

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

. Conponent Unit — The County includes one other entity inits
report-the Swain County Tourist Devel opment Authority. Although
| egally separate, the “conmponent unit” is inportant because the
County is financially accountable for them

Fund Fi nanci al Statenents

The fund financial statenents provide nore detailed information about
the County’'s nost significant funds-not the County as a whole. Funds are
accounting devices that the County uses to keep track of specific sources of
fundi ng and spendi ng for particul ar purposes.

. Some funds are required by State | aw and by bond
covenants.
. The Board of Conmmi ssioners establishes other funds to

control and manage noney for particul ar purposes.

The County has three kinds of funds:

. Governnmental funds — Most of the County’s basic services are
i ncluded in governmental funds, which focus on (1) how cash and
other financial assets that can readily be converted to cash fl ow
in and out and (2) the balances |eft at year-end that are
avai | abl e for spending. Consequently, the governmental funds
statenments provide a detailed short-termview that hel ps you
determ ne whether there are nore or fewer financial resources that
can be spent in the near future to finance the County’s prograns.
Because this informati on does not enconpass the additional |ong-
term focus of the governnent-w de statenents, we provide
additional information at the bottom of the governnental funds
statenent, or on the subsequent page, that explains the
relationship (or differences) between them

. Proprietary funds — Services for which the County charges
custoners a fee are generally reported in proprietary funds.
Proprietary funds, |ike the governnent-w de statenents, provide

both | ong and short-term financial infornation

- In fact, the County's enterprise fund (one type of
proprietary fund) is the same as its business-type
activities, but provides nore detail and additiona
i nformati on, such as cash fl ows.
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. Fi duciary funds — The County is responsible for other assets
that — because of a trust arrangenent — can be used only for trust
beneficiaries. The County is responsible for ensuring that the
assets reported in these funds are used for their intended
purposes. All of the County’'s fiduciary activities are reported
in a separate statement of fiduciary net assets. W exclude these
activities fromthe County's governnent-w de financial statenents
because the County cannot use these assets to finance its
operations.

Al so included in this section are budgetary conpari son statenments for al
maj or governnental funds.

Net Assets

Net assets mmy serve over tine as a useful indicator of a government’s
financial position. |In the case of Swain County, assets exceeded liabilities
by $21 830 567 at the close of the npbst recent fiscal year (Table 1).

TABLE 1
NET ASSETS
Busi ness - Tot a
Gover nrent al Type Primary
Activities Activities Gover nirent
2011 2010 2011 2010 2011 2010
Current and Other Assets $21 410 666 $19 709 992 $ (302 688) $ (299 434) $21 107 978 $19 410 558
Capital Assets 19 892 871 19 867 325 482 695 555 682 20 375 566 20 423 007
Total Assets 41 303 537 39 577 317 180 007 256 248 41 483 544 39 833 565
Long- Term Debt Qut st andi ng 17 458 770 17 285 106 193 561 260 872 17 652 331 17 545 978
O her Liabilities 1 932 741 1 928 522 67 905 54 791 2 000 646 1 983 313
Total Liabilities 19 391 511 19 213 628 261 466 315 663 19 652 977 19 529 291
Net Assets:
Invested in Capital Assets,

Net of Rel ated Debt 8 572 346 8 614 720 289 134 294 810 8 861 480 8 909 530
Restricted 3 083 935 2 730 605 3 083 935 2 730 605
Unrestricted (Deficit) 10 255 745 9 018 364 (370 593) (354 225) 9 885 152 8 664 139

Total Net Assets $21 912 026 $20 363 689 $ (81 459) $ (59 415) $21 830 567 $20 304 274

Swai n County uses capital assets to provide services to citizens;
consequently, these assets are not avail able for future spending. Although
Swain County’s investnent in its capital assets is reported net of related
debt, it should be noted that the resources needed to repay this debt nust
be provided from other sources, since the capital assets thensel ves cannot
be used to liquidate these liabilities.

The County has issued debt for the acquisition and construction of
capital assets that are not reported as assets of the County. This debt has
been issued for the construction of public school facilities. The Cenera
Statutes do not permt public schools to issue debt for the acquisition 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 statenents.
These debt issues were necessary to provide for the education of the citizens
of the County. The outstanding amount of this debt $6 138 245, has been
reported as a reduction of unrestricted net assets for governmental
activities. Had this debt not been reported as a reduction of unrestricted
net assets, the balance of unrestricted net assets for governnenta
activities would be $16 393 990.




Change in Net Assets

The County’'s total revenues were $19 294 769 at June 30, 2011 (see Table 2). Charges for services made up 19%
of revenues. Property taxes and other taxes made up 24% and 15% of revenues respectively. The special item nade
up 7% of revenue. The County’s expenses cover a range of services with 41% of those expenses being related to hunman

servi ces.
TABLE 2
CHANGE | N NET ASSETS
Busi ness - Tot a
CGover nirent al Type Primary
Activities Activities Gover nirent
2011 2010 2011 2010 2011 2010
Revenues
Program Revenues:
Charges for Services $ 2 920 758 $ 2 951 018 $ 824 833 $ 805 920 $ 3 745 591 $ 3 756 938
Operating Gants and
Contri butions 4 079 889 4 386 125 4 079 889 4 386 125
Capital Grants and
Contri butions 268 219 277 201 268 219 277 201
CGeneral Revenues:
Property Taxes 4 718 881 4 619 320 4 718 881 4 619 320
O her Taxes 2 835 396 2 662 386 2 835 396 2 662 386
Unrestricted
I nt er gover nnent al 1 236 505 1 276 945 1 236 505 1 276 945
O her 1 046 654 753 666 1 046 654 753 666
Extraordinary ltem
U S. Departnment of the
Interior 12 800 000
Special ItemGain on Sal e of
Land 1 363 634 1 363 634 12 800 000
Tot al Revenues 18 469 936 29 726 661 824 833 805 920 19 294 769 $30 532 581
Expenses
General Gover nnent 2 474 815 2 080 332 2 474 815 2 080 332
Public Safety 3 254 662 2 949 073 3 254 662 2 949 073
Envi ronmental Protection 118 717 145 953 118 717 145 953
Econom ¢ and Physica
Devel opnent 1 026 444 1 789 078 1 026 444 1 789 078
Hurmmen Servi ces 7 327 201 6 818 981 7 327 201 6 818 981
Recr eat i onal 640 289 607 826 640 289 607 826
Educati on 1 430 454 1 020 433 1 430 454 1 020 433
I nterest on Long- Ter m Debt 649 017 679 706 649 017 679 706
Solid Waste 846 877 911 058 846 877 911 058
Total Expenses 16 921 599 16 091 382 846 877 911 058 17 768 476 17 002 440
Excess (Deficiency) of
Revenues Over
Expenses Before
Transfers 1 548 337 13 635 279 (22 044) (105 138) 1 526 293 13 530 141
Transfers (90 784) 90 784
I ncrease (Decrease) in
Net Assets 1 548 337 13 544 495 (22 044) (14 354) 1 526 293 13 530 141
Net Assets, July 1 20 363 689 6 819 194 (59 415) (45 061) 20 304 274 6 774 133

Net Assets, June 30 $21 912 026 $20 363 689 $ (81 459) ¢ (59 415) $21 830 567 $20 304 274
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Table 3 presents the cost of each of the County's five |argest prograns-
general governnent, public safety, hunman services, education and recreation-as
wel | as each progranis net cost (total cost |ess fees generated by the
activities and intergovernnental 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
$16.9 nillion.

. However, the anpunt that our taxpayers paid for these
activities through County taxes was $9.7 mllion.
Sone of the cost was paid by:

- Those who directly benefited fromthe
prograns (2.9 nmillion), or

- Ot her governnents and organi zati ons t hat
subsi di zed certain prograns with grants and
contributions (4.3 mllion).

. The County paid for the $9.7 mllion “public benefit”
portion with $7.6 nmillion in taxes, and wi th other
revenues such as interest and unrestricted intergovernnent al
revenues.

TABLE 3
NET COST OF SWAIN COUNTY' S GOVERNMENTAL ACTI VI TI ES
(In MIlions of Dollars)

Total Cost Net Cost
of Services of Services
2011 2010 2011 2010
General Gover nnent $ 2.5 2.1 $ 1.7 $ 1.7
Public Safety 3.3 2.9 2.6 1.9
Human Servi ces 7.3 6.8 2.2 2.4
Educati on 1.4 1.0 1.1 .7
Recreation .6 .6 .6 .6
O her 1.8 2.7 1.5 1.2
Tot al $ 16.9 $ 16.1 $ 9.7 $ 8.5

Busi ness-type Activities

Revenues of the County’s business-type activities totaled $824 833 with
expenses totaling $846 877 (see Table 2). This produced a deficit of $22 044.
The deficit was caused by the County not funding the entire anmount of
depreci ati on.
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Fi nanci al Anal ysis of the County’s Funds

As noted earlier, Swain County uses fund accounting to ensure and denobnstrate
conpliance with finance-rel ated | egal requirenents

Governnmental Funds. The focus of Swain County’s governnmental funds is to provide

i nformati on on near-terminflows, outflows and bal ances of usable resources. Such
information is useful in assessing Swain County’s financing requirenents.
Specifically, fund balance available for appropriation can be a useful neasure of a
government’s net resources 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, available fund bal ance of the General Fund was $2 001 472,
while total fund bal ance was $5 008 731. As a neasure of the general fund' s
liquidity, it may be useful to conpare both avail able fund bal ance and total fund
bal ance to total fund expenditures. Available fund bal ance represents 11.9
percent of total General Fund expenditures, while total fund bal ance represents
29.7 percent of that same anount.

At June 30, 2011, the governnental funds of Swain County reported a conbined fund
bal ance of $19 835 698 an increase of $1 737 082. The prinary reason for this
i ncrease, was the increase in the non mgjor funds.

Ceneral fund Budgetary Highlights: During the fiscal year, the County revised the
budget on several occasions. Cenerally, budget amendnents fall into one of three
categories: 1) anmendnments made to adjust the estimates that are used to prepare
the original budget ordi nance once exact information is available; 2) anendnents
made to recogni ze new fundi ng anmounts from external sources, such as Federal and
State grants; and 3) increases in appropriations that become necessary to naintain
service. Total anmendnents increased the CGeneral Fund’' s budget by $3 180 368.

Proprietary Funds. Swain County’'s proprietary funds provide the sane type of
i nformation found in the governnent-w de statenments but in nore detail
Unrestricted net assets of the Solid Waste Fund at the end of the fiscal year
amounted to $(370 593). This deficit will be funded in future years.

Capital Asset and Debt Adm nistration
Capital assets. Swain County’s investnent in capital assets for its governnmenta
and busi ness-type activities as of June 30, 2011 totals $20 375 566 (net of
accumul at ed depreciation). These assets include |and, buildings, equipnment, and
vehi cl es.

Maj or capital asset transactions during the year include:
e Purchased 15 acres of |and
e Purchased 5 vehicles for Public Safety
e Purchased 2 Ambul ances

e Sold 11 acres of I|and
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Swai n County’'s Capital Assets
(net of accumul ated depreciation)

Gover nrent al Busi ness- Type
Activities Activities Tot a
2011 2010 2011 2010 2011 2010

Land $ 4 659 553 $ 4 604 551 $ $ $ 4 659 553 $ 4 604 551
Bui | di ngs 13 571 041 14 021 906 354 021 372 194 13 925 062 14 394 100
Equi prment 853 958 905 877 26 814 32 267 880 772 938 144
Vehi cl es 808 319 334 991 101 860 151 221 910 179 486 212
Tot al $19 892 871 $19 867 325 $ 482 695 $ 555 682 $20 375 566 $20 423 007

Long-term Debt. As of June 30, 2011, Swain County had total debt outstanding of
$17 800 187, 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 to appropriation.

Swai n County’s Qutstandi ng Debt
Al'l Debt funding Sources

Gover nrent al Busi ness- Type
Activities Activities Tota

2011 2010 2011 2010 2011 2010
General oligation Bonds $ 2 755 000 $ 3 105 000 $ $ $ 2 755 000 $ 3 105 000
Capital Lease Obligations 3 765 206 3 389 891 193 561 260 872 3 958 767 3 650 763
Mort gages and Loans 10 669 842 10 962 714 10 669 842 10 962 714
School Construction Loan 416 578 416 578
Tot al $17 606 626 $17 457 605 $ 193 561 $ 260 875 $17 800 187 $17 718 477

The State of North Carolina linmts the anpbunt of general obligation debt that a unit of governnment can
issue to 8 percent of the total assessed value of taxable property located within the governnent’s boundari es.
The |l egal debt margin for Swain County is $94 825 777.

Budget Highlights for the Fiscal Year Ending June 30, 2012
CGovernmental Activities: The County will conplete renovations to Wst El ementary School using approximtely
$1.4 million of revolving loan funds. The County will also borrow approxi mately $400 000 to renovate the
Courthouse Building. Approximately $1.3 million will be spent on a Learning Center out of Education capital
Proj ect funds.

Busi ness-type Activities: Solid waste expenditures will remain constant.

Request for Information

This report is designed to provide an overview of the County’'s finances for those with an interest in this area.
Questions concerning any of the information found in this report or requests for additional information should
be directed to the Director of Finance, Swain County, P. O Box 2321, Bryson City, NC 28713
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SWAI N COUNTY Exhibit 1
STATEMENT OF NET ASSETS
JUNE 30, 2011

Primary Gover nnment

Busi ness -
CGover nrrent al Type Component
Asset s Activities Activities Tot al Uni t
Current Assets:
Cash and Cash Equival ents $ 6 076 029 $ $ 6 076 029 $ 187 264
Recei vabl es (Net of All owance
for Uncoll ecti bl es) 1 846 228 59 612 1 905 840
Due from Primary Gover nnent 25 684
I nternal Bal ance 362 300 (362 300)
Restricted Cash and Cash
Equi val ent s 13 126 109 13 126 109
Total Current Assets 21 410 666 (308 688) 21 107 978 212 948
Non Current Assets:
Capital Assets:
Land 4 659 553 4 659 553
O her Capital Assets, Net
of Deprecation 15 233 318 482 695 15 716 013 9 766
Total Non Current Assets 19 892 871 482 695 20 375 566 9 766
Total Assets 41 303 537 180 007 41 483 544 222 714
Liabilities:
Current Liabilities:
Account s Payabl e 601 366 28 300 629 666
Conpensat ed Absences 361 113 23 774 384 887
Unear ned Revenue 598 602 2 108 600 710
Due to Component Unit 25 684 25 684
Current Portion of Long Term
bl i gations 1 435 545 45 010 1 480 555
Total Current Liabilities 3 022 310 99 192 3 121 502
Non Current Liabilities:
Unf unded Pensi on Cost 85 249 85 249
Post Enpl oyee Health Benefits 260 727 13 723 274 450
Non Current Portion of Long
Term Obl i gati ons 16 023 225 148 551 16 171 776
Total Non Current
Liabilities 16 369 201 162 274 16 531 475
Total Liabilities 19 391 511 261 466 19 652 977
Net Assets
Invested in Capital, Net of
Rel at ed Debt 8 572 346 289 134 8 861 480 9 766
Restricted For:
Human Servi ces 1172 1172
Wrel ess 75 504 75 504
Educati on 1 028 382 1 028 382
Stabilization by State Statute 1 978 877 1 978 877 25 684
Unrestricted (Deficit) 10 255 745 (370 593) 9 885 152 187 264
Total Net Assets $21 912 026 $ (81 459) $21 830 567 $ 222 714

The notes to the financial statenents are an integral part of this statenent.
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SWAI N COUNTY Exhibit 2
STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JUNE 30, 2011
(Net Expense) Revenues and
Changes in Net Assets
Pr ogr am Revenues Primary Gover nnment
Qper ating Capi t al Busi ness -
Char ges For Grants and Grants and Gover nrent al Type Conponent
Functi ons/ Progr ans Expenses Servi ces Contri buti ons Contri butions Activities Activities Tot al Uni t
Primary Government:
Governnental Activities:
General Governnent $ 2 474 815 $ 673 715  $ 134 212 % $ (1 666 888) $ $(1 666 888) $
Public Safety 3 254 662 487 495 95 111 30 658 (2 641 398) (2 641 398)
Envi ronnental Protection 118 717 17 419 (101 298) (101 298)
Econoni ¢ and Physi cal Devel opnent 1 026 444 72 915 246 666 (706 863) (706 863)
Human Servi ces 7 327 201 1 571 428 3 542 606 (2 213 167) (2 213 167)
Recr eati onal 640 289 115 205 (525 084) (525 084)
Educati on 1 430 454 43 875 237 561 (1 149 018) (1 149 018)
Interest on Long Term Debt 649 017 (649 017) (649 017)
Total Governnental Activities 16 921 599 2 920 758 4 079 889 268 219 (9 652 733) (9 652 733)
Busi ness- Type Activities:
Solid Waste 846 877 824 833 (22 044) (22 044)
Total Primary Governnent $17 768 476 $3 745591 $ 4 079 889 268 219 (9 652 733) (22 044) (9 674 777)
Conponent Unit:
Econoni ¢ Devel opnment - Tourism $ $ $ (281 485)
General Revenues:
Taxes:
Property Taxes 4 718 881 4 718 881
Local Option Sal es 2 456 820 2 456 820
Cccupancy Tax 368 196 368 196
Public Service Taxes 10 380 10 380
Payment from Swai n County 357 150
Unrestricted | ntergovernment al 1 236 505 1 236 505
| nvest nent Ear ni ngs 482 523 482 523 120
M scel | aneous 564 131 564 131
Total General Revenue Before Special Itens 9 837 436 9 837 436 357 270
Special Item - Sale of Land 1 363 634 1 363 634
Total General Revenues 11 201 070 11 201 070 357 270
Change in Net Assets 1 548 337 (22 044) 1 526 293 75 785
Net Assets - Begi nning 20 363 689 (59 415) 20 304 274 146 929
Net Assets - Ending $ 21 912 026 $ (81 459) $21 830 567 $ 222 714

The notes to the financial statenents are an integra

part of this statement.




SWAI N COUNTY

BALANCE SHEET

GOVERNMENTAL FUNDS

JUNE 30, 2011

Asset s
Cash and Cash Equival ents
Recei vabl es, Net
Property Tax Receivabl e, Net
Due From O her Funds
Restricted Cash

Total Assets

Liabilities and Fund Bal ances
Liabilities:

Accounts Payabl e and Accrued Liabilities

Def erred Revenue
Due to Component Unit
Due to O her Funds

Total Liabilities

Fund Bal ances:
Nonspendabl e:
Per manent Fund — 1943 Sett!| enent
Restricted For:
Stabilization by State Statute
Wrel ess
Educati on
Human Servi ces
Committed To:
Econoni ¢ Devel opnent
Assi gned To:
Public Safety
Educati on
Unassi gned

Total Fund Bal ances

Total Liabilities and Fund Bal ances

Exhibit 3

Non- Maj or Tot al
Cener al Per manent CGover nrent al CGover nmrent al

Fund Fund Funds Funds
$3 927 795 $ 477 565 $ 1 670 669 $ 6 076 029
1 447 368 49 544 1 496 912
320 014 320 014
531 509 531 509
326 109 12 800 000 13 126 109
$6 552 795 $13 277 565 $ 1 720 213 $ 21 550 573
$ 599 764 $ $ 1 602 $ 601 366
918 616 918 616
25 684 25 684
169 209 169 209
1 544 064 170 811 1 714 875
12 800 000 12 800 000
1 978 877 1 978 877
75 504 75 504
1 028 382 1 028 382
1172 1172
14 892 14 892
145 562 145 562
1 327 164 1 327 164
1 986 580 477 565 2 464 145
5 008 731 13 277 565 1 549 402 19 835 698
$6 552 795 $13 277 565 $ 1 720 213 $ 21 550 573

The notes to the financial statenents are an interna

part of this statenent.
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SWAI N COUNTY
RECONCI LI ATI ON OF THE BALANCE SHEET OF GOVERNMENTAL FUNDS
TO THE STATEMENT OF NET ASSETS
JUNE 30, 2011

Amounts reported for governnental activities in the
Statenent of Net Assets (Exhibit 1) are different because:
Capital Assets used in Governmental Activities
are not financial resources and therefore are
not reported in the funds $19 892 871
O her assets used in governmental activities are
not financial resources and, therefore are not
reported in the funds:
Def erred Revenue- Ad Val orem Taxes $ 320 014
Accrued I nterest-Ad Val orem Taxes 29 302 349 316
Long-termliabilities, including bonds payabl e,
are not due and payable in the current period
and therefore are not reported in the funds:

Bonds and Leases Payabl e (17 458 770)

Conpensat ed Absences (361 113)

LEO Pension (bligation (85 249)
OPEB vl i gation (260 727) (18 165 859)
Fund Bal ance - Governnental Funds (Exhibit 3) 19 835 698
Net Assets of CGovernnental Activities (Exhibit 1) $21 912 026

The notes to the financial statenents are an integral part of this statenent.
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SWAI N COUNTY Exhibit 4
STATEMENT OF REVENUES, EXPENDI TURES AND CHANGES | N FUND BALANCES
GOVERNMENTAL FUNDS
FOR THE YEAR ENDED JUNE 30, 2011
Non- Maj or Tot al
Gener al Capi t al Per manent CGover nirent al CGover nent a
Fund Projects Fund Funds Funds
Revenues
Taxes:
Property $ 4687 361 $ $ $ $ 4 687 361
Local Option Sal es 2 456 820 2 456 820
Cccupancy 368 196 368 196
Public Service 10 380 10 380
I nt er gover nnent al 5 937 924 192 695 6 130 619
Charges for Services 2 658 898 261 860 2 920 758
| nvest nent Ear ni ngs 13 641 459 531 4 939 478 111
M scel | aneous 1 523 772 1 523 772
Tot al Revenues 17 656 992 459 531 459 494 18 576 017
Expendi t ures
Current:
General Governnent 2 559 682 2 559 682
Public Safety 3 298 315 3 298 315
Envi ronnental Protection 117 598 117 598
Economi ¢ and Physica
Devel opnent 810 426 175 982 986 408
Hurmman Servi ces 7 012 995 383 896 7 396 891
Recr eati onal 574 234 574 234
Educati on 1 013 876 1 013 876
Debt Service
Pri nci pal 857 557 857 557
I nt er est 624 374 624 374
Capital Projects 416 578 416 578
Total Expenditures 16 869 057 416 578 559 878 17 845 513
Excess (Deficiency) of Revenue
Over Expenditures 787 935 (416 578) 459 531 (100 384) 730 504
O her Financi ng Sources (Uses)
Transfers In (Qut) (1 364 854) 1 364 854
Fi nanci ng Proceeds 590 000 416 578 1 006 578
Total O her Financing Sources (774 854) 416 578 1 364 854 1 006 578
Net Change in Fund Bal ances 13 081 459 531 1 264 470 1 737 082
Fund Bal ances:
Begi nni ng of Year As Restated 4 995 650 12 818 034 284 932 18 098 616
End of Year $ 5008 731 $ $ 13 277 565 $ 1 549 402 $ 19 835 698

The notes to the financia

statenments are an integral

part of this statement.
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SWAI N COUNTY
RECONCI LI ATI ON OF THE STATEMENT OF REVENUES
EXPENDI TURES, AND CHANGES | N FUND BALANCES OF GOVERNMENTAL FUNDS
TO THE STATEMENT OF ACTI VITIES
FOR THE YEAR ENDED JUNE 30, 2011

Net change in fund bal ances - total Governnenta
Funds (Exhibit 4) $ 1 737 082

Amounts reported for Governnental Activities in the
Statenent of Activities (Exhibit 2) are different
because:

Governnmental Funds report Capital Qutlays as
expendi tures. However, in the Statenent of
Activities the cost of those assets is allocated
over their estimated useful lives and reported as
depreci ati on expense. This is the anobunt by which
Capital Qutlays of $954 200 was nore than
Depreci ation of $786 641 in the current period. 167 559

Revenues in the statement of activities that do not
provi de current financial resources are not
reported as revenues in the funds 1 399 566

Revenues in the funds statements that is not recognized
in the statenent of activities (1 505 647)

The issuance of long-termdebt (e.g., bonds, |eases)
provi des current financial resources to governnental
funds, while the repaynment of the principal of |ong-
term debt consunes the current financial resources of
governmental funds. Also, governnental funds report
the effect of issuance cost, prem uns, discounts, and
simlar itens when debt is first issued, whereas these
anounts are deferred and anortized in the statenment of
activities. This amobunt is the net effect of these
differences in the treatnent of |ong-term debt and
related itens. (149 021)

Some expenses reported in the statement of activities
do not require the use of current financia
resources and, therefore, are not reported as
expendi tures in governmental funds. (101 202)

Change in Net Assets of Covernmental Activities
(Exhibit 2) $ 1 548 337

The notes to the financial statenents are an integral part of this statenent.
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SWAI N COUNTY

BUDGET AND ACTUAL

FOR THE FI SCAL YEAR ENDED JUNE 30, 2011

Revenues:
Ad Val orem Taxes
Local Option Sal es Tax
O her Taxes and Li censes

Unrestricted | ntergovernment al

Restricted | ntergovernnenta
Permts and Fees
Sal es and Services
| nvest nent Ear ni ngs
M scel | aneous
Total Revenues
Expendi t ures:
Current:
Ceneral Governnent
Public Safety
Envi ronnental Protection
Econom ¢ and Physica
Devel opnent
Human Servi ces
Cul tural and Recreationa
I nt ergover nnent al :
Educati on
Debt Service
Princi pal Retirenent
Interest and O her Charges
Total Expenditures

Revenues Over (Under) Expenditures

O her
Transfers In (Qut)
Fi nanci ng Proceeds
Appropriated Fund Bal ance
Total O her

Net Change in Fund Bal ance

Fund Bal ance:
Begi nni ng of Year,

End of Year, June 30

Legal | y adopted School’s Capita
Fund are consolidated into the CGenera

Devel opnent
Fund for reporting purposes:
M scel | aneous
Grants
I nt erest Earned
Local Option Sal es Tax
Transfers In (Qut)
Fund Bal ance — Begi nni ng

Fund Bal ance — Endi ng

The notes to the financia

Fi nanci ng Sources (Uses):

Fi nanci ng Sources (Used)

as previously reported

statenments are an integral

Budget ed Anpunts

Exhibit 5

Reserve Fund and Econom c

Qi gi nal Fi nal Act ua
$ 4 648 385 $ 4 642 985 $ 4 687 361
1 840 000 1 840 000 1 970 034
12 500 412 500 378 576
1 381 813 1 348 813 1 236 505
3 347 561 3 475 561 4 463 858
238 000 238 000 193 990
2 212 602 2 369 344 2 464 908
30 000 30 000 12 057
12 000 1 511 027 1 514 934
13 722 861 15 868 230 16 922 223
2 682 007 4 414 564 2 559 682
2 532 952 3 502 600 3 298 315
164 139 124 100 117 598
378 721 527 787 810 426
5 993 080 6 353 674 7 012 995
630 632 632 174 574 234
1 025 000 1 025 000 1 013 876
959 474 960 000 857 557
488 600 495 074 624 374
14 854 605 18 034 973 16 869 057
(1 131 744) (2 166 743) 53 166
1 131 744 1 395 743 (566 120)
590 000 590 000

181 000

1 131 744 2 166 743 23 880
$ $ $ 77 046
3 888 411
3 965 457
8 838
237 561
1 584
486 786
(798 734)
1 107 239
$ 5 008 731

part of this statenent.

Vari ances Wth

Fi na

Budget

Favor abl e
(Unfavor abl e)

$ 44
130

(33

(112

988

(44

95

(17

3

376
034
924)
308)
297
010)
564
943)
907

1 053

993

1 854
204

(282
(659
57

11

102
(129

882
285
502

639)
321)
940
124

443
300)

1 165

916

2 219

909

(1 961

(181

863)

000)

(2 142

863)

046




SWAI N COUNTY
PERMANENT FUND

Exhibit 6

STATEMENT OF REVENUES, EXPENDI TURES AND CHANGES | N FUND BALANCE

BUDGET AND ACTUAL
FOR THE FI SCAL YEAR ENDED JUNE 30, 2011

Vari ance
Wth
Fi nal Budget
Budget ed Amounts Favor abl e
Oi gi nal Fi nal Act ual (Unf avorabl e)
Revenues:
| nvest ment Ear ni ngs $ 500 000 $ 500 000 $ 459 531 $ (40 469)
O her Financing Sources (Uses):
Transfer to General Fund (500 000) (500 000) 500 000
Revenues Over (Under) O her
Fi nanci ng Uses $ $ 459 531 $ 459 531
Fund Bal ance - Begi nni ng of Year 12 818 034
Fund Bal ance - Endi ng of Year $13 277 565

The notes to the financial statenents are an integral part of this statenent.
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SWAI N COUNTY
STATEMENT OF NET ASSETS
PRCOPRI ETARY FUND
JUNE 30, 2011

Enterprise

Fund
Solid
Wast e
Assets
Current Assets:
Recei vabl es (Net of Allowance for Uncoll ecti bl es) $ 59 612
Non Current Assets:
Capital Assets:
O her Capital Assets, Net of Depreciation 482 695
Total Assets 542 307
Liabilities
Current Liabilities:
Account s Payabl e and Accrual s 28 300
Due to O her Funds 362 300
Conmpensat ed Absences 23 774
Current Portion of Long Term Obligations 45 010
Def erred Revenue 2 108
Total Liabilities 461 492
Non Current Liabilities:
Non Current Portion of Long Term
bl igations 148 551
Post Enpl oyee Health Liability 13 723
Total Non Current Liabilities 162 274
Total Liabilities 623 766
Net Assets
Invested in Capital, Net of Related Debt 289 134
Unrestricted (Deficit) (370 593)
Total Net Assets (Deficit) $ (81 459)

The notes to the financial statenents are an integral part of this statenent.
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SWAI N COUNTY
STATEMENT COF REVENUES, EXPENSES AND CHANGES I N NET ASSETS
PRCOPRI ETARY FUND
FOR THE FI SCAL YEAR ENDED JUNE 30, 2011

Enterprise

Fund
Solid
Wast e
Oper ati ng Revenues
Charges for Services $ 824 833
Oper ati ng Expenses
Wast e Managenent Operations 764 597
Depr eci ati on 72 987
Total Operating Expenses 837 584
Operating Incone (Loss) (12 751)
Non- Qperati ng Revenues (Expenses):
I nt erest Expense (9 293)
Change in Net Assets (22 044)
Total Net Assets - Beginning (59 415)
Total Net Assets — Ending $ (81 459)

The notes to the financial statements are an integral part of this statenent.
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SWAI N COUNTY
STATEMENT OF CASH FLOWS
PROPRI ETARY FUND
FOR THE FI SCAL YEAR ENDED JUNE 30, 2011

Cash Fl ows From Qperating Activities:
Cash Recei ved From Custoners
Cash Paid to Enpl oyees
Cash Paid for Goods and Services
Prepai d Waste Fees

Net Cash Provided (Used) by Operating Activities

Cash Fl ows From Noncapital Financing Activities:
Interfund Activity

Cash Fl ows From Capital and Rel ated Fi nancing Activities:
Debt Principal and Interest Paid

Exhibit 9

Enterprise
Fund
Solid
Wast e

$ 814 839
(349 367)
(400 922)

(1 194)
63 356

13 248

(76 604)

Net Increase (Decrease) in Cash and Cash Equival ents

Cash and Cash Equi val ents — Begi nni ng Year
Cash and Cash Equival ents — End of Year

Reconciliation of Operating Income to Net Cash
Provi ded by Operating Activities:
Operating Incone (Loss)
Adj ustnents to reconcile Qperating Income to
Net Cash Provided by Operating Activities:
Depr eci ati on
Changes in Assets and Liabilities:
(I'ncrease) Decrease in Accounts Receivable —
Custoners and Waste Fees
I ncrease (Decrease) in Accounts Payabl e and
Accrual s — Custoner’s
I ncrease (Decrease) in Conpensated Absences
I ncrease (Decrease) in Deferred Revenue
I ncrease (Decrease) in Post Enploynent Liability

Tot al Adj ustnents

Net Cash Provided (Used) by Operating Activities

The notes to the financial statenents are an integral part of

$ (12 751)

72 987

(9 994)
13 401
(2 957)
(1 194)
3 864
76 107

$ 63 356

this statenent.
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SWAI N COUNTY, NORTH CARCLI NA
NOTES TO THE FI NANCI AL STATEMENTS
FOR THE FI SCAL YEAR ENDED JUNE 30, 2011

Sunmary of Significant Accounting Policies

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

A

Reporting Entity

The County, which is governed by a five nenber Board of

Conmi ssioners, is one of the 100 counties established in North
Carolina under North Carolina General Statute 153A-10. As required
by generally accepted accounting principles, these financia
statements present the County and its conponent unit, a legally-
separate entity for which the County is financially accountable. The
di scretely presented conmponent unit presented belowis reported in a
separate columm in the County's conbined financial statements in
order to enphasize that it is legally separate fromthe County.

Swai n County Touri st Devel opnent Authority

The County appoints three of the five nenbers 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
Aut hority. The Authority has the power to approve its own budget,
desi gnates its own managenent, and maintains its own accounting
system Conplete financial statements can be obtained fromthe

Aut hority’s adm nistrative office in Bryson City, N C

Basi s of Presentation

Governnment -wi de Statements: The statenent of net assets and the
statenent of activities display information about the primary
governnment (the County) and its conponent unit. These statenents

i nclude the financial activities of the overall governnent, except
for fiduciary activities. Elimnations have been made to m nim ze
t he doubl e counting of internal activities. These statenents

di stingui sh between the government and busi ness-type activities of
the County. Governnental activities generally are financed through
t axes, intergovernmental revenues, and ot her non-exchange
transactions. Business-type activities are financed in whole or in
part by fees charged to external parties.

The statenent of activities presents a conpari son between direct
expenses and program revenues for the different activities of the
County and for each function of the County’s governnental activities.
Direct expenses are those that are specifically associated with a
program or function and, therefore, are clearly identifiable to a
particular function. |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
contributions that are restricted to neeting the operational or
capital requirenments of a particular program Revenues that are not
classified as programrevenues, including all taxes, are presented as
general revenues.
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Fund Financial Statenents: The fund financial statenents provide

i nfformati on about the County’s funds. Separate statements for each
fund category — governmental, proprietary, and fiduciary — are
presented. The enphasis of fund financial statements is on najor
governmental and enterprise funds, each displayed in a separate
colum. Al renmining governnmental funds are aggregated and reported
as nonmgj or funds.

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

The County reports the follow ng najor governnental funds:

The General Fund is the general operating fund of the County. This
fund accounts for all financial resources except those that are
required to be accounted for in another fund. The School’s Capital
Reserve and the Econonic Devel opment fund are |egally budgeted funds
under North Carolina general statutes, however they are consolidated
into the General Fund in accordance with GASB St atenent No. 54.

The Permanent Fund accounts for resources received fromthe partia
Settlement of the 1943 Agreenent with the U S. Departnment of the
Interior. The interest earned on the nonexpendable trust principal is
unrestricted.

The Capital Projects Fund accounts for financial resources 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 one nmjor capital project — Wst El enmentary School
Constructi on.

The County reports the following major proprietary fund:

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

Additionally, the County reports the follow ng fund types:

Agency Funds — Agency funds are custodial in nature and do not

i nvol ve the neasurenment of operational results. Agency funds are
used to account for assets the County holds on behal f of others. The
County nmaintains three Agency Funds: the Fines and Forfeitures Fund,
whi ch accounts for various legal fines and forfeitures that the
County is required to remt to the Swain County Board of Educati on,
the Motor Vehicle Tax Fund, which accounts for regi stered notor
vehicle property taxes that are billed and collected by the County
for various nmunicipalities and special districts within the County,
and the 3% I nterest Fund which accounts for interest on notor
vehicles for a set period of tinme and renmitted to the state of NC
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Measur ement Focus, Basis of Accounting and Basis of Presentation

In accordance with North Carolina CGeneral Statutes, all funds of the
County are maintained during the year using the nodified accrua
basi s of accounting.

Government -wi de, Proprietary and Fiduciary Fund Financial Statenents
— The governnent -w de and proprietary fund financial statenents are
reported using the econom c resources neasurenent focus. The
government -wi de and proprietary fund financial statenments are
reported using the accrual basis of accounting. Revenues are
recorded when earned and expenses are recorded at the tine
liabilities are incurred, regardl ess of when the related cash flows
take place. Nonexchange transactions, in which the County gives or
receives value without directly receiving or giving equal value in
exchange, include property taxes, grants, and donations. On an
accrual basis, revenue fromproperty taxes is recognized in the
fiscal year for which the taxes are |evied. Revenue fromgrants and
donations is recognized in the fiscal year in which eligibility
requi rements have been sati sfied

Government al Fund Financial Statements — CGovernmental funds are
reported using the current financial resources neasurenent focus and
the nodified accrual basis of accounting. Under this nethod,
revenues are recogni zed when neasurabl e and avai |l abl e. Expenditures
are recorded when the related fund liability is incurred, except for
principal and interest on general |ong-termdebt, clains and
judgments, and conpensat ed absences, which are recogni zed as
expenditures to the extent they have nmatured. GCeneral capital asset
acqui sitions are reported as expenditures in governnental funds.
Proceeds of general |ong-tem debt and acquisitions under capita

| eases are reported as other financing sources.

The County considers all revenues available if they are collected
within 60 days after year-end, except for property taxes. Ad valorem
taxes receivabl e are not accrued as a revenue because the anpunt is
not susceptible to accrual. At June 30, taxes receivable are
materially past due and are not considered to be an avail abl e
resource to finance the operations of the current year. Also, as of
January 1, 1993, State law altered the procedures for the assessnent
and coll ection of property taxes on registered notor vehicles in
North Carolina. Effective with this change in the |aw, Swain County
is responsible for billing and collecting the property taxes on al
regi stered notor vehicles on behalf of all nunicipalities and special
tax districts in the County. For registered notor vehicles, property
taxes are due the first day of the fourth nonth after the vehicles
are registered. The billed taxes are applicable to the fiscal year
in which they become due. Therefore, taxes for vehicles registered
from March 2010 through February 2011 apply to the fiscal year ended
June 30, 2011. Uncollected taxes, which are billed during this
period, are shown as a receivable on these financial statenents.

Sal es taxes collected and held by the State at year-end on behal f of
the County are recogni zed as revenue. |ntergovernnental revenues,
and sal es and services are not susceptible to accrual because
generally they are not measurable until received in cash.

Expendi ture driven grants are recogni zed as revenue when the
qual i fyi ng expendi tures have been incurred and all other grant

requi rements have been satisfied
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Under the terms of grant agreenents, the County funds certain
prograns by a conbi nation of specific cost-rei nbursenent 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-reinbursenent grant resources to such prograns,
foll owed by categorical block grants, and then by general revenues.
Al'l governnental and business-type activities of the County follow
FASB St atenents and Interpretations issued on or before Novenber 30,
1989, Accounting Principles Board of Opinions, and Accounting
Research Bul |l etins, unless those pronouncenents conflict with GASB
pronouncenents.

Budget ary Dat a

The County’s budgets are adopted as required by the North Carolina
General Statutes. An annual budget is adopted for the general, the
speci al revenue (except for the CDBG fund) and the enterprise fund.
Al'l annual appropriations |lapse at the fiscal year-end. Project
ordi nances are adopted for the CDBG, Special Revenue fund and for al
Capital Project funds.

Al'l budgets are prepared using the nodified accrual basis of
accounting. Expenditures nay not |egally exceed appropriations at
the departnment |evel for funds which adopt annual budgets and at the
obj ect level for funds which adopt Project Odinances. The County
Manager has authority, with subsequent approval by the Board, to
transfer funds from one appropriation to another per the foll ow ng
guidelines: (1) The funds are not nore than five-hundred dollars,
(2) The funds involve recei pt and appropriation of grant funds or
contracts which have been approved by the Board, or (3) The transfer
all ows for better accounting methods and does not involve a change in
t he purpose for which funds are spent. Al budgets shown in the
financial statements are the final June 30, 2011 budgets as anended.

A budget calendar is included in the North Carolina Statutes which
prescribes the | ast day on which certain steps of the budget
procedure are to be perforned. The follow ng schedule lists the
tasks to be performed and the date by which each is required to be
conpl et ed

April 30 - Each departnent head will transmit to the budget officer
t he budget requests and revenue estinmates for their
department for the budget year.

June 1 - The budget and the budget nmessage shall be subnitted to
t he governing board. The public hearing on the budget
shoul d be scheduled at this tine.

July 1 - The budget ordi nance shall be adopted by the governing
board.

Pursuant to G S. 159-26(d), the County is not required to maintain
encunbrance accounts due to its small population. The County does
use purchase orders but they are not reflected in expenditures until
the itemis received. At June 30, 2011, the County did not have any
purchase orders outstandi ng.
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Assets, Liabilities and Fund Equity

1

Deposits and | nvestnents:

Deposits — Al deposits of the County and Swai n County

Touri st Devel opnent Authority are nmade in board-desi gnated

of ficial depositories and are secured as required by

G S. 159-31. Oficial depositories nmay be established with any
bank or savings and | oan associ ati on whose principal office is
located in North Carolina. Al so, the County and the Authority
may establish tine deposit accounts such as NOW and Super NOW
accounts, noney market accounts, and certificates of deposit.
State law [G S. 159-30(c)] authorizes the County and the

Aut hority to invest in obligations of the United States or
obligations fully guaranteed both as to principal and interest
by the United States; obligations of the State of North
Carolina; bonds and notes of any North Carolina | oca
government or public authority; obligations of certain non-
guar ant eed federal agencies; certain high quality issues of
conmer ci al paper and bankers’ acceptances; and the North
Carol i na Capital Managenment Trust, an SEC-registered nutual
fund. The County and the Tourist Authority’s investnents with
a maturity of nore than one year at acquisition and non-noney
mar ket investments are carried at fair value as determ ned by
quot ed nmarket prices. The NCCMI Cash Portfolio s securities
are valued at fair value, which is the NCCMI" s share price.
Money nmarket investnments that have a renmaining maturity at the
time of purchase of one year or |ess and non-participating

i nterest earnings and investnent contracts are reported at
anortized cost.

Cash and Cash Equival ents:

The County pools noney from several funds to facilitate

di sbursenent and i nvestnent and to naximnize investment incone.
Therefore, all cash and investnments are essentially denand
deposits and are considered cash and cash equival ents. The
County and the Authority considers denand deposits and

i nvest nents purchased with an original maturity of six nonths
or less, which are not linted as to use, to be cash and cash
equi val ent s.

Restricted Assets:

The County is depositing $77 390 annually into a sinking fund
held with the Bank of America for the future pay off of

$1 500 000 of N.C. Qualified Zone Acadeny Bonds. The anount of
restricted General Fund assets of $326 109 is the balance in
the sinking fund at June 30, 2011. Pernmanent Fund restricted
cash of $12, 800, 000 represents the nonexpendabl e portion of the
Swai n Settlenent funds.

Ad Val orem Taxes Receivabl e:

In accordance with State law [G S. 105-347 and G S 159-131(a)],
the County |l evies ad valoremtaxes on July 1, the begi nning of
the fiscal year. The taxes are due September 1; however,
penalties and interest do not accrue until the follow ng
January 6. These taxes are based on the assessed val ues as of
January 1, 2010. As allowed by State Law, the County has
establ i shed a schedul e of discounts that apply to taxes which
are paid prior to the due date. 1In the County’s General Fund,
ad valoremtax revenues are reported net of such discounts.
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Al l owances for Doubtful Accounts:

Al'l receivables that historically experience uncollectible
accounts are shown net of an allowance for doubtful accounts.
This ambunt is estimated by anal yzing the percentage of
receivables that were witten off in prior years

Capital Assets:

Capital assets are defined by the governnent as assets with an
initial, individual cost of nore than $2,500 and an estinmated
useful life in excess of one year. Capital assets, which

i ncl ude property, plant and equi pnment are reported in the
appl i cabl e governnmental or business-type activities colums in
t he governnent-wi de financial statenments. Such assets are
recorded at historical cost or estimated historical cost if
purchased or constructed. Donated capital assets are recorded
at estimated fair value at the date of donation. The costs of
normal mai ntenance and repairs that do not add to the val ue of
the assets or materially extend assets lives are not
capitalized

The County holds title to certain Swain County Board of
Educati on properties, which have not been included in capital
assets. The properties have been deeded to the County to
permt installnment purchase financing for acquisition and
construction costs and to pernmit the County to receive refunds
of sales tax paid for construction costs. Agreenents between
the County and the Board of Education give the Board of
Education full use of the facilities, full responsibility for
mai nt enance of the facilities, and provide that the County will
convey title to the property back to the Board of Educati on,
once all restrictions of the financing agreenents and all sales
tax rei nbursenent requirenents have been net. The properties
are reflected as fixed assets in the financial statenents of
the Swain County Board of Educati on.

Capital assets are depreciated using the straight |ine nethod

over the followi ng estinmated useful lives:
Assets Year s
Bui | di ngs 40
Bui | di ng | nprovenents 40
Furni ture and Equi prent 5-7
Vehi cl es and Motori zed Equi prrent 5

Capital assets of the Swain County Tourist Devel opnment Authority
are depreciated over their useful life on a straight-line basis
as follows:

Assets Year s

O fice Equi prent 5

Long- Term Obl i gati ons:

In the government-w de financial statenents, and proprietary
fund types in the fund financial statenents, |ong-term debt and
other long-termobligations are reported as liabilities in the
appl i cabl e governnental activities, business-type activities,

or proprietary fund type statenent of net assets.

In fund financial statenents for governnental fund types, the
face of debt issued is reported as another financing source.
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Conpensat ed Absences:

The vacation policies of the County provide for the

accunmul ation of up to thirty (30) days earned vacation | eave
with such | eave being fully vested when earned. The County’'s
liability for accumul ated earned vacation and the sal ary-

rel ated paynments as of June 30, 2011 is recorded in the
governnment -wi de financial statenents and the proprietary funds.
The sick | eave policies of the County provide for an unlinited
accumul ati on of earned sick |eave. Sick |eave does not vest,
but any unused sick | eave accunmul ated at the time of retirement
may be used in the determ nation of length of service for
retirenent benefit purposes. Since there is no obligation for
accumul ated sick leave until it is actually taken, no accrua
for sick | eave has been made.

Net Assets/Fund Bal ances:

Net Assets

Net assets in governnent-w de and proprietary fund financia
statements are classified as invested in capital assets, net of
rel ated debt; restricted; and unrestricted. Restricted net
assets represent constraints on resources that are either

a) externally inposed by creditors, grantors, contributors, or

| aws and regul ati ons of other governnments, b) or inposed by |aw
t hrough state statute.

Fund Bal ance

In the governmental fund financial statements, fund bal ance is
conposed of five classifications designed to disclose the

hi erarchy of constraints placed on how fund bal ance can be
spent.

The governnental fund types classify fund bal ances as foll ows:

Nonspendabl e Fund Bal ance — This classification includes
amount s t hat cannot be spent because they are either (a) not in
spendable formor (b) legally or contractually required to be
mai ntai ned i ntact.

Per manent Fund principal derived fromthe 1943 agreenent
with the Departnment of Interior are to remain in
perpetuity.

Restricted Fund Bal ance — This classification includes amounts
that are restricted to specific purposes externally inposed by
creditors or inposed by |aw.

Restricted for Stabilization by State statute — portion
of fund balance that is restricted by State Statute
[GS. 159-8(a)].

Restricted for Wreless — portion of fund balance that is
restricted by revenue source to pay for wireless
Technol ogy.

Restricted for Human Services — portion of fund bal ance
that is restricted by revenue source for Social Services.

Restricted for Education — portion of fund bal ance that
can only be used for retirenment of School Debt.
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Conmitted Fund Bal ance — portion of fund bal ance that can only
be used for specific purposes inposed by najority vote of Swain
County’s governi ng body (highest |evel of decision-naking
authority). Any changes or renoval of specific purpose
requires nmajority action by the governing body.

Conmitted for Econom c Devel opment — portion of fund
bal ance that can only be used for econonic devel opnment.

Assi gned Fund Bal ance — portion of fund balance that the Swain
County governi ng board has budget ed.

Assigned for Public Safety Capital Qutlay — portion of
fund bal ance that has been budgeted by the board for |aw
enf orcenent capital expenditures.

Assi gned School Capital Qutlay — portion of fund bal ance
that has been budgeted by the board for construction of a
| ear ni ng center.

Unassi gned Fund Bal ance — portion of fund bal ance that has not
been restricted, commtted, or assigned to specific purposes or
ot her funds.

For purposes of fund bal ance classification expenditures are to
be spent fromrestricted fund bal ance first, followed in order
by committed fund bal ance, assigned fund bal ance and lastly
unassi gned fund bal ance.

Managenent Esti nates

The preparation of financial statenments in conformty with accounting
principles generally accepted in the United States of Anerica

requi res nmanagenent to nake estinates and assunptions that affect the
reported amounts of assets and liabilities and di scl osure of
contingent assets and liabilities at the date of the financial
statenments and the reported anounts of revenues and
expendi t ures/ expenses during the reporting period. Actual results
could differ fromthose estimates.

O her Resources

The CGeneral Fund provides the basis of |ocal resources for
governmental funds. These transactions are recorded as “Transfers-
out” in the General Fund and “Transfers-in” in the receiving fund
Transfers are al so made out of the Schools Capital Reserve Fund into
the General Fund to pay for school debt and capital outlay.

. Reconci li ati on of Governnent-Wde and Fund Fi nanci al Statenents

A

Expl anati on of certain differences between the governmental fund
bal ance sheet and the governnent-w de statenent of net assets.

The governnental fund bal ance sheet includes a reconciliation between
fund bal ance — total governnental funds and net assets — governnental
activities as reported in the governnent-w de statenment of net

assets. The net adjustnent of $2 076 328 consists of severa

el ements as follows:



Description Anmount

Capital assets in governmental activities are not
financial resources and are therefore not reported
in the funds (total capital assets on governnent -

wi de statenent governnental activities col um) $26 327 647
Less Accunul ated Depreci ation 6 434 776
Net Capital Assets 19 892 871

Accrued interest receivable on ad val oremt axes
in the government-w de statenents as these funds
are not avail able and therefore deferred in the
fund statenents. 29 302

Liabilities for revenue deferred but earned and
therefore recorded in the fund statenments but not
governnment -wi de - net ad val oremt axes. 320 014

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

Bonds, Leases, and Installnent Financing (17 458 770)
Conpensat ed Absences (361 113)
Pensi on Obligation (85 249)
OPEB bl i gation (260 727)

Tot al adj ust nent $ 2 076 328

Expl anati on of certain differences between the governmental fund
st at enent of revenues, expenditures, and changes in fund bal ance and
t he governnent-wi de statenment of activities.

The governnental fund statenent of revenues, expenditures, and
changes in fund bal ances includes a reconciliation between net
changes in fund bal ances — total governnental funds and changes in
net assets of governnental activities as reported in the government -
wi de statement of activities. There are several elenents of that
total adjustnent of $188 745 as foll ows:

Description Anpunt

Capital outlay expenditures recorded in the fund
statenents but capitalized as assets in the

statement of activities $ 954 200
Depreci ati on expense, the allocation of those assets

over their useful lives, is recorded in the

statenment of activities but not in the fund statenents. (786 641)

Revenues reported in the statenment of activities

that do not provide current resources are not

recorded as revenues in the fund statenments:
Recording of tax receipts deferred in the fund
st at enents. 31 520
Increase in accrued interest on taxes 4 412
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Princi pal paynments on debt owed are recorded as a
use of funds in the fund statenents but affect

only the statenent of net assets in the governnent-
wi de statements.

Fi nanci ng Proceeds are recorded as a source of funds
in the fund statenents but affect only the statenent
of net assets in the government-w de statenents.

Law Enforcenment Separation All owance expenses reported
in the statenent of activities do not require the

use of current resources to pay and are not recorded as
expenditures in the fund statenents.

Anortization of deferred charges on refunding is not
recorded as an expenditure in the funds statenent.

Conpensat ed absences are accrued in the governnent -
wi de statenents but not in the fund statenents
because they do not use current resources.

Post enpl oynent health costs are accrued in the
government -wi de statenents, but not in the fund
st at ement .

Gain on Disposal of Fixed Assets is recorded in the
government wi de statenments only.

Revenues recogni zed in the funds statenents but not
in the statement of activities-Sale of Fixed Assets.

Tot al Adj ust ment

I1l1. Stewardship, Conpliance and Accountability

A

Excess of Expenditures Over Appropriations

857 557

(1 006 578)

(9 163)

(24 643)

6 008

(73 404)

1 363 634

(1 505 647)

$ (188 745)

Expendi tures over budgeted amobunts were noted in the follow ng

Depart nments:

General Fund Over Budget
Debt Service $ 26 857
Cor oner 800
Speci al Appropriations — Fire
Depart nents 2 874
Econom ¢ Devel opnent 353 323
Soci al Services 545 068
Heal t h Depart ment 121 508
Speci al Appropriations — Human
Ser vi ces 5 867
Tot al $ 1 056 297
Fam |y Preservation $ 14 909
These expenditures were approved subsequent to year end. The County
annually files a corrective action plan. It is the County’'s

intention to anend their budget on a nore tinely basis in the future
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B. Accurul ated Deficit of |ndividual Funds
The Solid Waste fund had a unrestricted deficit of $370 593 at June
30, 2011. The Enterprise Fund will fund this deficit in future
years.

I V. Detail Notes On All Funds and Account G oups

A Asset s

1. Deposits:
Al'l of the County’s and Authority’s deposits are either insured
or collateralized by using one of two nmethods. Under the
Dedi cated Method, all deposits exceeding the federal depository
i nsurance coverage |level are collateralized with securities
held by the County’s or the Authority’'s agents in these units
names. Under the Pooling Method, which is a collateral pool
all uninsured deposits are collateralized with securities held
by the State Treasurer’s agent in the name of the State
Treasurer. Since the State Treasurer is acting in a fiduciary
capacity for the County and the Authority these deposits are
considered to be held by their agents in the entities’ nanes.
The anount of the pledged collateral is based on an approved
averagi ng met hod for non-interest bearing deposits and the
actual current bal ance for interest-bearing deposits.
Depositories using the Pooling Method report to the State
Treasurer the adequacy of their pooled collateral covering
uni nsured deposits. The State Treasurer does not confirmthis
information with the County or the Authority or with the escrow
agent. Because of the inability to neasure the exact anount of
collateral pledged for the County or the Authority under the
Pool i ng Met hod, the potential exists for undercolleralization,
and this risk may increase in periods of high cash flows.
However, the State Treasurer of North Carolina enforces strict
standards of financial stability for each depository that
collateralizes public deposits under the Pooling Method. The
County and Authority have no policy regardi ng outstanding risk
for deposits.

At June 30, 2011, the County’s deposits had a carrying anount
of $3 753 748 and a bank bal ance of $3 836 260. O the bank
bal ance $750 000 was covered by federal depository insurance
and $3 086 260 was covered by collateral held under the Pooling
Met hod.

At June 30, 2011 the carrying amount of deposits for Swain
County Touri st Devel opnent Authority was $187 264 and the bank
bal ance was $267 000. Al of the bank bal ance was covered by
federal depository insurance or other sufficient collateral

2. | nvest nent s:
At June 30, 2011, Swain County had $2 170 825 invested with the
North Carolina Capital Managenent Trust's Cash Portfolio which
carried a credit rating of AAAm by Standard and Poors. The
County al so had $13 277 565 invested with the North Carolina
Mast er Trust Account. The County has no policy regardi ng
credit risk.
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Recei vabl es — Net of All owances for Doubtful Accounts:

Recei vabl es at June 30, 2011, were as follows at the governnent-wi de |evel:

Account s
Covernmental Activities:
Gener al $1 447 368
O her Gover nnent al 49 544
Tot al Recei vabl es 1 496 912

Al | owance for doubtful accounts

Tot al -governnmental activities $1 496 912

Busi ness-type Activities:
Solid Waste $ 6 550
Al | owance for doubtful accounts

Total business-type activities $ 6 550

Property Tax — Use Val ue Assessnent on Certain Lands:

In accordance with the general statutes, agriculture,

loses its eligibility for use-value taxation
accrued interest fromthe original due date.

The following are property taxes that could becone due if present use-value eligibility is |ost.

Year

Levi ed Tax | nt er est
2008 $53 735 $3 234
2009 52 112 2 084
2010 53 502 1 070

Capital Assets:

Cust oner s Taxes
$ $ 708 270
708 270
388 256
$ $ 320 014
$ 143 410 $
90 348
$ 53 062
horticulture, and forest

Tot

$56
54
54

a

959
196
572

Capital asset activity for the year ended June 30, 2011 was as follows:

1. Primary Government:

Governmental activities:
Capital Assets not being depreciated:
Land

Capital Assets being depreciated:
Bui | di ngs

Equi pnent

Vehi cl es

Total capital assets being depreciated

Less accumrul at ed depreciation for:
Bui | di ngs

Equi pnent

Vehi cl es

Total accumul at ed depreci ati on

Total Capital Assets, being
Depr eci at ed, net

Governmental Capital Assets, net

Begi nni ng

Bal

anc

$ 4

(G201 il R OV)

15

$19

604

256
298
627
181

234
392
292
919

262

867

e

551

033
354
583
970

127
477
592
196

774

325

$

175

132
646
779

429
184
172
786

(7

167

I ncr eases

002

928
270
198

242
847
552
641

443)

559

| and may be taxed at present-use val ue as opposed to market val ue.
the property tax is reconputed at market value for the current year and the three preceding fisca
This tax is i mediately due and payabl e.

$

I nt erest
$ 29 302
29 302
$ 29 302
$
$

Decr eases

120

41
100
151
293

20
100
150
271

22

142

000

843
199
032
074

220
199
642
061

013

013

$2
2

$1

$
$

Tot al

184

49
234
388
846

149
90
59

Endi ng
Bal ance

$ 4 659 553

17
2
2

21

DRk P W

15

$19

214
331
122
668

643
477
314
434

233

892

940
544
484
256
228

960
348
612

190
083
821
094

149
125
502
776

318

871

When the property

years along with

These ampunts have not been recorded in the financial statenents.
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Governnental activities:
General gover nnent
Public safety
Econoni ¢ and physi cal devel opnent
Envi ronnental protection
Human servi ces
Culture and recreation

Tot a

depreci ati on expense — government activities

Busi ness-type activities:

Sol i d Waste

Busi ness-type activities:

Capital assets, being depreciated:
Vehi cl es

Equi pnent

Bui | di ngs

Total capital assets, being depreciated

Less accumrul at ed depreciation for:

Vehi cl es

Equi pnent
Bui | di ngs

Tot a

Tot al

Accurrul ati on Depreci ation

capital assets, being depreciated, net

Proprietary Capital Assets, net

Di scretely presented conponent unit:
asset activity for Swain County Tourist Devel opnent
Authority for the year ended June 30, 2011 was as foll ows:

Capita

Governnental Activities:
Capital assets, being depreciated:
O fice Equi pnent

Tot a

capital assets being depreciated

Less accumul at ed depreci ation
O fice Equi pnent

Tot a

Tot al

accunul at ed depreciation

capital assets being depreciated (net)

Governmental activities
Capital Assets, net

$115
402
65

138
64

587

$786

$ 72

Begi nni ng
Bal ance

$

$1

$

784
396
607
788

633
364
234
233

555

555

966
874
030
870

745
607
836
188

682

682

Begi nni ng
Bal ance

$

20
20

11

11

279
279

912

912

367

367

266
120
880
385
403

641

987

on/ prograns of the primary governnent as foll ows:

I ncr eases

$ $

49 361
5 453
18 173
72 987

(72 987)

Decr eases

57 280
10 000

67 280

57 280
10 000

67 280

$ (72 987) $

I ncr eases

$ 1 482 $

Decr eases

1 482

3 083

3 083

(1 601)

$ (1 601) $

Endi ng

Bal ance

$ 727
386
607

686
874
030

$1 721

625
360
253

590

826
060
009

1 238

482

895

695

695

$ 482

Endi ng

Bal ance

761

$ 21

21

11
11

761

995

995

766

766
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Liabilities
1. Payabl es
Payabl es at June 30, 2011 were as follows at the governnent-w de | evel:
Sal ari es and
Vendor s Benefits | nsur ance O her Tota
Governnental Activities:
Gener al $115 171 $229 021 $ 100 430 $ 155 142 $ 599 764
O her CGovernnent al 1 602 1 602
Tot al - governnmental activities $115 171 $230 623 $ 100 430 $ 155 142 $ 601 366
Busi ness-type activities:
Solid Waste $ 19 477 $ 8 823 $ $ $ 28 300

Unear ned/ Def erred Revenues — The bal ance in deferred revenues in the fund financial statenments and unearned revenue in the government-w de financial statenents

at June 30, 2011 is conposed of the follow ng el enents:

CGovernmental Activities: Def err ed Unear ned Busi ness Type Activities: Def erred Unear ned
Taxes receivabl e (Net) $ 320 014 $ Prepai d Taxes not yet
Prepai d taxes not yet earned 18 352 18 352 ear ned $ 2 108 $ 2 108
Payment in Lieu of Taxes

Pai d in Advance 580 250 580 250
Tot al $ 918 616 $ 598 602

Pensi on Pl an Obligations

a.

Local CGovernnent Enpl oyee’s Retirenment System — Plan Description

Swai n County contributes to the statew de Local Governnent Enployee’'s Retirement System (LGERS) a cost-sharing nultiple-enployer defined benefit pension plan
admi ni stered by the State of North Carolina. LGERS provides retirenent and disability benefits to plan nenbers and beneficiaries. Article 3 of G S. Chapter
128 assigns the authority to establish and anend benefit provisions to the North Carolina General Assenbly. The Local Governnent Enployee’s Retirenent System
is included in the Conprehensive Annual Financial Report (CAFR) for the State of North Carolina. The State’'s CAFR includes financial statements and required
suppl enentary information for LGERS. That report may be obtained by witing to the Ofice of the State Controller, 1410 Mail Service Center, Raleigh, North
Carol i na 27699.

Funding Policy — Plan nenbers are required to contribute six percent of their annual covered salary. The County is required to contribute at an actuarially
determ ned rate. For the County, the current rate for enployees not engaged in | aw enforcenent and for |aw enforcenment officers is 6.48% and 6.41%
respectively, of annual payroll. The contribution requirements of nenbers and of Swain County are established and nay be anmended by the North Carolina Genera
Assenbly. The County’'s contributions to LGERS for the years ended June 30, 2011 and 2010 were $348 302 and $261 768 respectively. The contributions nade by
the County equal ed the required contributions for each year

Law Enforcenment O ficers Special Separation Al owance

(1) Pl an Description — Swain County adninisters a public enployee retirenent system (the “Separation Allowance”), a single-enployer defined benefit pension
pl an that provides retirement benefits to the Town’s qualified sworn | aw enforcenment officers. The Separation Allowance is equal to .85 percent of the
annual equival ent of the base rate of conpensation nost recently applicable to the officer for each year of creditable service. The retirenent benefits
are not subject to any increases in salary or retirenment allowances that may be authorized by the General Assenmbly. Article 12D of G S. Chapter 143
assigns the authority to establish and amend benefit provisions to the North Carolina General Assenbly.

Al full-time |aw enforcement officers of the County are covered by the Separation Al owance. At Decenber 31, 2010, the Separation Allowance’s
nmenber shi p consi sted of:

Retirees receiving benefits - 0-
Term nated plan menbers entitled

to but not yet receiving benefits - 0-
Active plan nenbers 17

Tot al 1
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(2) Summary of Significant Accounting Policies

Basi s of Accounting — The County has chosen not to
fund the Separation Al owance on an annual basis.
Pensi on expenditures are nmade fromthe General Fund
when paynments are due

(3) Contributions — The County is required by Article 12D
of G S. Chapter 143 to provide these retirenment
benefits and has chosen to fund the benefit paynents
on an annual basis through appropriations nade in the
General Fund Operating Budget. The County’s
obligation to contribute to this plan is established
and may be anmended by the North Carolina Genera
Assenbly. There were no contributions nade by
enpl oyees.

The annual required contribution for the current
year was determ ned as part of the Decenber 31,
2010 actuarial valuation using the projected unit
credit actuarial cost nethod. The actuaria
assunptions included (a) 5.00% investnment rate of
return (net of adm nistrative expenses) and (b)
projected salary increases of 4.25%- 7.85% per
year. Both (a) and (b) included an inflation
conmponent of 3.00% The assunptions did not

i ncl ude postretirenent benefit increases.

(4) Annual Pension Cost and Net Pension Obligation -
The County’s annual pension cost and net pension
obligation to the Separation Allowance for the
current year were as follows:

Annual required contribution $ 9 432
Interest on net pension obligation 3 804
Adj ustnent to annual required

contribution (4 073)
Annual pension cost $ 9 163
Contributions made for fiscal year

ended 6-30-10 - 0 -
I ncrease (decrease) in net pension

obligation 9 163
Net pensi on obligation begi nning of

year 76 086
Net pension obligation end of year $85 249

3 YEAR TREND | NFORVATI ON

Fi scal Annual Pensi on Percent age of Net Pension
Year Ended Cost (APQO) APC Contributed Obligation
6/ 30/ 11 $ 9 163 0% $85 249
6/ 30/ 10 9 579 0% 76 086

6/ 30/ 09 6 918 0% 66 507
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Suppl enental Retirenent |ncone Plan for Law Enforcenent
Oficers -

Pl an Description — The County contributes to the

Suppl emental Retirenent I ncone Plan, a defined
contribution pension plan adm nistered by the Departnment
of State Treasurer and a Board of Trustees. The Plan
provides retirenment benefits to | aw enforcenent officers
enpl oyed by the Town. Article 5 of G S. Chapter 135
assigns the authority to establish and anend benefit
provisions to the North Carolina Assenbly.

Funding Policy — Article 12E of G S. Chapter 143 requires
the County to contribute each nonth an amount equal to
five percent of each officer’'s salary, and all anobunts
contributed are vested inmediately. Al so, the | aw
enforcenent officers may nake voluntary contributions to
the plan. Contributions for the year ended June 30, 2011
were $27 858, which consisted of $27 858 fromthe County
and $-0- fromthe | aw enforcenment officers.

Def erred Conpensation Plan — The County offers its

enpl oyees a deferred conpensation plan created in
accordance with Internal Revenue Code Section 457. The
Pl an, which is available to all County enpl oyees, permts
themto defer a portion of their salary until future
years. The deferred conpensation is not available to
enpl oyees until termnation, retirement, death or

unf or eseeabl e enmergency. The County has conplied with
changes in the laws which govern the County’'s Deferred
Conmpensation Plan, requiring all assets of the plan to be
held in trust for the exclusive benefit of the
participants and their beneficiaries. Thus the County’'s
Def erred Conpensation Plan is not reported within the
County’s Agency Funds.

Regi ster of Deeds’ Suppl emental Pension Fund — Pl an
Description — Swain County also contributes to the

Regi sters of Deeds’ Suppl enental Pension Fund (Fund), a
noncontri butory, defined contribution plan adm ni stered
by the North Carolina Departnment of State Treasurer. The
Fund provi des suppl enental pension benefits to any county
regi ster of deeds who is retired under the Loca
Government Enpl oyees’ Retirenent System (LGERS) or an
equi val ent locally sponsored plan. Article 3 of G S
Chapter 161 assigns the authority to establish and amend
benefit provisions to the North Carolina Genera

Assenbly. The Regi sters of Deeds’ Suppl enental Pension
Fund is included in the Conprehensive Annual financial
Report (CAFR) for the State of North Carolina. The
State’s CAFR includes financial statenents and required
suppl ementary i nformation for the Registers of Deeds
Suppl enent al Pension Fund. That report nay be obtai ned
by witing to the OFfice of the State Controller, 1410
Mai | Service Center, Raleigh, North Carolina 27699-1410,
or by calling (919) 981-5454.
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Funding Policy — On a nonthly basis, the County renits to
the Departnent of State Treasurer an anmount equal to one
and one-half percent (1.5% of the nmonthly receipts
collected pursuant to Article 1 of G S. 161. Immediately
foll owi ng January 1 of each year, the Departnent of State
Treasurer divides ninety-three percent (93% of the
anount in the Fund at the end of the preceding cal endar
year into equal shares to be disbursed as nonthly
benefits. The remmi ning seven percent (7% of the Fund's
assets may be used by the State Treasurer in

adm ni stering the Fund. For the fiscal year ended June
30, 2011, the County’s required and actual contributions
were $1 927

O her Enpl oynent Benefits - The County has elected to
provi de death benefits to enpl oyees through the Death
Benefit Plan for Menbers of the Local Governnenta

Enmpl oyees’ Retirement System (Death Benefit Plan), a

nmul tipl e-enpl oyer State adm nistered cost-sharing plan
funded on a one year-termcost basis. The beneficiaries
of those enpl oyees who die in active service after one
year of contributing nenbership in the System or who
died within 180 days after retirement or term nation of
service and have at | east one year of contributing
menbership service in the Systemat the tinme of death are
eligible for death benefits. Lunp sum death benefit
paynments to beneficiaries are equal to the enpl oyee's 12
hi ghest nonths salary in a row during the 24 nonths prior
to the enployee’s death, but the benefit will be a

m ni num of $25 000 not exceed $50 000. Al death benefit
paynents are made fromthe Death Benefit Plan. The
County has no liability beyond the paynent of nonthly
contributions. The contributions to the Death Benefit

Pl an cannot be separated between the post-enpl oynent
benefit ampunt and the other benefit anobunt. The County
considers these contributions to be i nmaterial.

O her Post - Enpl oyment Benefits — Plan Description — In
addition to providing pension benefits, Swain County, has
el ected to provide health care benefits to retirees of
the County who participate in the North Carolina Loca
Governnment al Enpl oyees’ Retirenent System (Systen) and
have at |l east 10 to 30 years of continuous service with
the County, depending on date of hire. Retirees are
eligible to receive the sane benefits as active County
enpl oyees. The County pays the costs of coverage for

t hese benefits as incurred on a pay as you go basis.

Al so, retirees can purchase coverage for their dependents
at the County’'s group rates.

Member ship in the plan included the following at 12-31-09,
the date of the |atest actuarial val uation:

Law

Gener al Enf or cement

Enpl oyees Oficers
Retirees receiving benefits 3 - 0-
Active plan menbers 165 14
Tot al 168 14
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Fundi ng Policy — The County pays the full cost of coverage
for the healthcare benefits paid to qualified retirees
under a County resolution that can be anended by the Board
of Conmi ssioners. The County’s nmenbers pay $333 per nonth
for dependent coverage. The County has chosen to fund the
heal thcare benefits on a pay as you go basis.

The current ARC rate is 1.90% of annual covered payroll

For the current year, the county contributed $8 658 or .2%
of annual covered payroll. The County’s nedical coverage
is self insured, which is adm nistered by an outside
provider. There were no contributions nade by enpl oyees,
except for dependant coverage for retirees in the anount

of $3 047.

Sunmary of Significant Accounting Policies — Post-

enpl oynent expenditures are nmade fromthe County’s Genera
Fund, which is maintained on the nodified accrual basis of
accounting. No funds are set aside to pay benefits and
admi ni stration costs. These expenditures are paid as they
becone due.

Annual OPEB cost and Net OPEB (Cbligation — the County’s
annual OPEB cost (expense) is cal cul ated based on the
annual required contribution of the enployer (ARC), an
anount actuarially deternmined in accordance with the
paraneters of GASB Statenent 45. The ARC represents a

| evel of funding that, if paid on an ongoing basis is
projected to cover nornmal cost each year and anortize any
unfunded actuarial liabilities (or funding excess) over a
period not to exceed thirty years. The followi ng table
shows the conponents of the County’s annual OPEB cost for
the year, the ampunt actually contributed to the plan, and
changes in the County’s net OPEB obligation for the
heal t hcare benefits:

Annual required contribution $ 62 576
Interest on net OPEB obligation 7 887
Adj ustnent to annual required

contribution 6 805
Annual OPEB cost 77 268
Contributi ons made for 6-30-11 - 0-
I ncrease in net OPEB obligation 77 268

Net OPEB liability, beginning of year 197 182

Net OPEB liability, end of year $ 274 450
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The County’s annual OPEB cost, the percentage of annua
OPEB cost contributed to the plan, and the net OPEB
obligation are as follows:

Per cent age of

Annual OPEB
Fi scal Year Annual OPEB Cost Net OPEB
Ended Cost Contri but ed Liability
2011 $ 77 268 0% $ 274 450
2010 98 861 0% 197 182
2009 98 321 0% 98 321

As of 12-31-09, the npbst recent actuarial valuation date,
the plan was not funded. The actuarial accrued liability
for benefits, and thus, the unfunded actuarial accrued
liability (UAAL) was $274 450. The covered payrol

(annual payroll of active enpl oyees covered by the plan)
was $4 326 287. Actuarial valuations of an ongoing plan

i nvolve estinates of the value of reported amobunts and
assunptions about the probability of occurrence of events
far into the future. Exanples include assunptions about
future employnent, nortality, and heal thcare trends.
Amounts determ ned regarding the funded status of the plan
and the annual required contributions of the enployer are
subject to continual revision as actual results are
conpared with past expectations and new estimtes are made
about the future. The schedul e of funding progress,
presented as required supplenentary information foll ow ng
the notes to the financial statenents, presents nultiyear
trend informati on about whether the actuarial val ue of
pl an assets is increasing or decreasing over tine relative
to the actuarial accrued liabilities for benefits.

Actuarial Methods and Assunptions — Projections of
benefits for financial reporting purposes are based on the
substantive plan (the plan as understood by the enpl oyer
and the plan nenbers) and include the types of benefits
provided at the tinme of each valuation and the historica
pattern of sharing of benefit costs between the enpl oyer
and plan nenbers at that point. The actuarial nethods and
assunptions used include techni ques that are designed to
reduce the effects of short-termvolatility in actuarial
accrued liabilities and the actuarial value of assets,
consistent with the | ong-term perspective of the

cal cul ati ons.

In the 12-31-09 actuarial valuation, the projected unit
credit actuarial cost nethod was used. The actuarial
assunptions included a 4.0 percent investnent rate of
return (net of adm nistrative expenses), which is the
expected long-terminvestnent returns on the enpl oyer’s
own investments cal cul ated based on the funded | evel of
the plan at the valuation date, and an annual nedical cost
trend increase of 10.5 to 5.0 percent. The UAAL is being
anortized as a level dollar percentage of projected
payroll on an open basis. The renmining anortization
period at 12-31-09 was 30 years.
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Ri sk Managenent — The County is exposed to various risks of

| osses related to torts; theft of; danage to; and destruction
of assets; errors and omi ssions; injuries to enployees; and

nat ural disasters. The County participates in three self-
funded risk financing pools adm nistered by the North Carolina
Associ ati on of County Comnmi ssioners. Through these pools, the
County obtains property coverage equal to replacenent cost

val ues of owned property subject toalimt of $125.5 mllion,
for any one occurrence, The County al so purchases general,

auto, public officials, |aw enforcenment, and enpl oynment
practices liability coverage of $2 million per occurrence, auto
physi cal damage coverage for owned autos at actual cash val ue,
crinme coverage of $250,000 per occurrence, worker’s
conpensation coverage up to the statutory linmts, and nedica
and dental insurance for county enpl oyees. The pools are

audi ted annually by certified public accountants, and the

audi ted financial statenments are available to the County upon
request. Two of the pools are reinsured through a multi-state
public entity captive for single occurrence | osses in excess of
$500 000 up to a $2 million limt for liability coverage

$600 000 of aggregate annual |osses in excess of $50 000 per
occurrence and an for property, auto physical danage, and crine
coverage, and single occurrence | osses of $350,000 for worker’s
conmpensation. For nedical and dental insurance, the County is
rei nsured through the Pool for individual |osses in excess of
$50 000 and aggregate annual |osses in excess of 115% of
expected clains. The pool is reinsured through a comercia
carrier for individual |osses in excess of $100 000.

The County carries conmercial coverage for all other risks of
| oss. There have been no significant reductions in insurance
coverage fromthe previous year and clai ns have not exceeded
coverage in any of the past three fiscal years. The County
does not carry flood insurance.

In accordance with G S. 159-29, the County’s enpl oyees that
have access to $100 or nore at any given tine of the County’s
funds are perfornmance bonded through a comercial surety bond.
The finance officer, sheriff, register of deeds and tax

coll ector are each individually bonded for $50 000 each. The
County Manager is bonded for $500 000.

The Authority is exposed to various risks of loss related to
torts; theft of, danmage to, and destruction of assets; errors
and om ssions; and natural disasters. The Authority has
property and general liability insurance. The coverage anobunts
are $5,000 for business personal property and $2, 000,000 for
liability and nedical expenses.

Long- Term ol i gati ons:

a. General Obligation Indebtedness — The general obligation
bonds are collateralized by the full faith, credit and
taxi ng power of the County. They bear interest, payable
sem -annual ly as foll ows:

School - 2005 Refunding 2.0to 3.5% $2 755 000
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Instal | ment Purchases — Installnment contracts for the purchase of equipnent are treated as purchases at the inception of the contract and are carried in the

General Fund. Enterprise obligations are carried in the Solid Waste Fund. The County had the follow ng installnent purchase contracts at June 30, 2011

Descri ption Cost Dat e Term Rat e Anpunt

3 Vehicl es $ 60 000 5-15-06 5 Yrs. 4.54% $ 13 683/ Annua
Sanitation Truck 164 500 2-23-06 8 Yrs. 3.89% $ 24 322/ Annua
5 Police Cars 150 000 11-15-08 5 Yrs. 4. 04% $ 33 732/ Annua
2 Sanitation Tractors 170 000 11-03-08 7 Yrs. 3.85% $ 28 167/ Annua
Anbul ance 100 961 11-25-08 4 Yrs. 3.46% $ 27 461/ Annua
Fibre Optic Cable 120 000 6- 30- 06 8 Yrs. 4.23% $ 17 993/ Annua
Land- M ddl e School 2 000 000 10- 18- 06 15 Yrs. 4. 25% $218 333/ Annua
8 Vehicl es 240 000 5-10-11 3 Yrs. 2.61% $ 83 693/ Annua

Tot al $2 765 461

Qualified Zone Acadeny Bond — As authorized by State law (G S. 160A-20), the County financed the renovation of Swain County H gh School for use by Swain
County Board of Education during the fiscal year ended June 30, 2007 by install ment purchase designated as a Qualified Zone Acadeny Bond. The install nent
purchase was issued pursuant to a deed of trust that requires that legal title remain with the County as |long as the debt is outstanding. The County has
entered into a lease with Swain County Board of Education. The |ease contains an option to purchase at the term nation of the financing agreement. The

| ease termis the sane as that of the installment purchase obligation. The transaction requires 16 annual paynments of $77 930 to a sinking fund with
Bank of America. The sinking fund yields a projected investnent return of 5.36% The principal anount of the installnent purchase is $1 500 000 at zero
interest. The paynents began July, 2007. |If investnent earnings do not result as projected, the County will pay the required anount for the total funds
to equal $1 500 000 on July 15, 2023.

Construction Loan - Qualified School Construction Bond — During the year ended June 30, 2011, the County began financing the construction of classroons at
West El ementary School. The maxi mum amount of the loan is $1 825 000 at 5.43% interest. To date the County has drawn down $416 578.

Mort gages — Health Departrment Building — The nortgage is for 15 years at an interest rate of 4.83%w th nonthly paynents of $1 241.

Soci al Services Building — The nortgage is for 15 years at an interest rate of 3.81%w th annual principal paynents of $51 816 plus interest.

Soci al Services Building Addition — The nortgage is for 15 years at an interest rate of 3.53%wi th annual principal paynments of $73 333 plus interest.
Touri st Devel opnment Authority Building — The nortgage is for 15 years at an interest rate of 4.20%w th annual principal paynents of $41 333 plus interest.

Changes in Long-Term hligations — The following is a summary of changes in long-termobligations for the year ended June 30, 2011

Bal ance Bal ance Current
Governmental Activity: July 1, 2010 Addi ti ons Retirenents June 30, 2011 Portion
CGeneral oligation Bonds:
Ref undi ng Bonds- School s $ 3 105 000 $ $ 350 000 $ 2 755 000 $ 360 000
I nstall ment Purchase 3 389 891 590 000 214 685 3 765 206 360 941
Mor t gages and Loans 10 962 714 292 872 10 669 842 298 026
Construction Loan- School
Constructi on Bond 416 578 416 578 416 578
Conpensat ed Absences 367 121 6 008 361 113 361 113
Unfunded Pensi on Cost 76 086 9 163 85 249
Unf unded OPEB Cost 187 323 73 404 260 727
Subt ot al 18 088 135 1 089 145 863 565 18 313 715 1 796 658
Less Deferred Amobunt on
Ref undi ng Bonds 172 499 24 643 147 856

Total s $17 915 636 $1 089 145 $ 838 922 $ 18 165 859 $ 1 796 658




Bal ance Bal ance Current
July 1, 2010 Addi ti ons Retirenents June 30, 2011 Portion
Busi ness Type Activity:
Capitalized Leases $ 260 872 $ $ 67 311 $ 193 561 $ 45 010
Conpensat ed Absences 26 731 2 957 23 774 23 774
Unf unded OPEB Cost 9 859 3 864 13 723
Total s $ 297 462 $ 3 864 $ 70 268 $ 231 058 $ 68 784
The annual debt service paynents to maturity for all |ong-term obligations excluding construction |oan of $416 578, conpensated

absences, unfunded pension costs and post enploynent benefit is as foll ows:

Governmental Activity Busi ness Type Activity Tot a
School Bonds Instal l ment Qbligations Mort gage and Loans Instal l ment Obligation Debt Due
Year Pri nci pal I nt er est Pri nci pal I nt er est Pri nci pal I nt er est Pri nci pal I nt er est Pri nci pal I nt er est

2012 $ 360 000 $ 89 510 $ 360 941 $ 84 655 $ 298 026 $ 433 813 $ 45010 $ 7 479 $ 1063 977 $ 615 457
2013 375 000 78 710 355 037 72 038 303 399 422 001 46 751 5 738 1 080 187 578 487
2014 380 000 66 523 335 012 59 795 308 999 409 961 48 560 3 929 1 072 571 540 208
2015 395 000 54 173 205 788 48 824 303 482 397 855 26 117 2 050 930 387 502 902
2016 410 000 41 928 208 426 41 444 305 129 386 055 27 123 1 044 950 678 470 471
2017- 2021 835 000 43 303 666 669 113 333 1 613 793 1 848 971 3 115 462 2 005 607
2022- 2026 1 633 333 5 667 1 169 489 1 446 861 2 802 822 1 452 528
2027- 2031 1 141 208 1 224 442 1 141 208 1 224 442
2032- 2036 1 397 154 968 496 1 397 154 968 496
2037- 2041 1 710 502 655 148 1 710 502 655 148
2042- 2046 2 094 126 271 517 2 094 126 271 517

2047- 2051 24 535 24 535
$2 755 000 $ 374 147 $3 765 206  $425 756 $10 669 842 $8 465 120 $ 193 561 $ 20 240 $17 383 609 $ 9 285 263

At June 30, 2011 Swain County had a | egal debt margin of $94 825 777.
g. Conmi t ment s:
The County has one active construction project as of June 30, 2011. At year end, the County’s commtnents with contracts are as foll ows:
Pr oj ect Spent to date Remai ni ng Comi t ment
West El enentary Schoo
Construction $ 240 156 $ 1 281 696
h. Contingent Liabilities:
At June 30, 2011, the County was a defendant to various |lawsuits. |In the opinion of the County’'s managenent and the County attorney,

the ultimate effect of these legal matters will not have a material adverse effect on the County’s financial position
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Interfund Balances and Activity:

1.

Interfund receivables and payables at June 30, 2011 are composed as follows:

Receivables Payables
General Fund $ 531 509
Non-Major Governmental Funds 169 209
Enterprise Fund 362 300
Total Interfund receivables
and payables S 531 509 S 531 508

The outstanding balances between funds result mainly from working capital loans made to other funds which are expected
to be reimbursed in the subsequent year.

Interfund receivables and payables at June 30, 2011 for‘primary government and component unit are composed as follows:

Component Unit — Receivable From
Primary Government $25 684 5
Primary Government — Payable to

Component Unit 25 684
Total 525 684 525 684

Interfund transfers at June 30, 2011 are as follows:

Transfers From Transfers To
Non-Major Governmental Funds $1 364 854 General Fund 51 364 854

Transfers are used for various reasons. In the year ended June 30, 2011 transfers were used to:

e Reimburse inter-departmental costs shared by more than one fund including
school debt paid by the general fund

Fund Balance

Swain County has a revenue spending police that provides policy for programs with multiple revenue sources.

The Finance Officers will use resources in the following hierarchy: bond proceeds, federal funds, State funds,
local non-city funds, city funds. For purposes of fund balance classification expenditures are to be spent from
restricted fund balance first, followed in order by committed fund balance, assigned fund balance and lastly
unassigned fund balance. The Finance Officer has the authority to deviate from this policy if it is in the best

of the County.
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The foll owi ng schedul e provi des nanagenent and citizens with information on the portion of Genera

Bal ance that is available for appropriation:

Total fund bal ance — General Fund $ 5 008 731
Less:

Stabilization by State Statute (1 978 877)
Restricted for Education (1 028 382)
Remai ni ng Fund Bal ance $ 2 001 472

5. Subsequent Events:

Subsequent events have been eval uated through August 31, 2011, which is the date the financia

statenents were available to be issued.

Rel at ed Organi zation

The chairnan of the County’s governing board is al so responsible for
appoi nting the nenbers of the board of the Swain County Industria

Facility and Pol |l ution Control

Aut hority,

but the County’s accountability

for this organization does not extend beyond naking the appointnents.
This Authority is a nonprofit organization which exists to approve

i ndustrial revenues bonds.

Fund
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Joi nt Ventures

The County participants in a joint venture to operate Marianna Bl ack

Regi onal Library with two other |ocal governnents. Each participating
government appoints two board nenbers to the six nmenber board of the
Library. The County has an ongoing financial responsibility for the joint
venture because the Library’'s continued existence depends on the

partici pating governnent’s continued funding. None of the participating
governments have any equity interest in the Library, so no interest has
been reflected in the financial statenents at June 30, 2011. |In accordance
with the intergovernnmental agreenment between the participati ng governments,
the County appropriated $189 000 to the Library to supplenment its
activities. Conplete financial statenents for the Library can be obtained
fromthe Library's offices in Bryson Cty, NC

The County, in conjunction with the State of North Carolina and the Swain
County Board of Education, participates in a joint venture to operate the
Sout hwest Tech Community Col |l ege. Each of the three partici pants appoints
four menbers of the thirteen-menber board of trustees of the community
coll ege. The president of the community coll ege’ s student governnent
serves as an ex officio nonvoting nmenber of the comunity college’s board
of trustees. The conmunity college is included as a conponent unit of the
State. The County has the basic responsibility for providing funding for
the facilities of the community college and al so provi des sone financi al
support for the community college’s operations. |In addition to providing
annual appropriations for the facilities, the County periodically issues
general obligation bonds to provide financing for new and restructured
facilities. The County has an ongoing financial responsibility for the
communi ty col |l ege because of the statutory responsibilities to provide
funding for the comunity college’s facilities. The County contributed
$125 000 to the community college during the fiscal year ended June 30,
2011. The participating governnents do not have any equity interest in the
joint venture; therefore, no equity interest has been reflected in the
County’s financial statements at June 30, 2011. Conplete financial
statements for the community college may be obtained fromthe comunity
college’s administrative offices in Sylva, N C

Swai n County, in conjunction with seven other Counties, participates in the
Smokey Mountain Mental Health Board. Swain County appoints 2 of the 23
menber board. The Mental Health Board is a joint venture formed to provide
better health services to its citizens. All participating Counties provide
an annual appropriation to the Health Board but has no equity interest in
the joint venture. Thus no equity interest has been reflected in the
financial statements at June 30, 2011. Swain County contributed $74 658

to the Board during the fiscal year ended June 30, 2011. Conplete
financi al statements can be obtained fromthe Board' s adm nistrative office
in Dillsboro, NC

The County supports the Fontana Regional Library by providing building
space in the Marianna Bl ack Regional Library. The County has no
responsibility in appointing any board nenbers. The County has no equity
interest in the library, thus no equity interest has been reflected in the
financi al statenent at June 30, 2011.
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Jointly Governed Organi zation

The County, in conjunction with 7 other counties and 16 runicipalities,
establ i shed the Southwestern North Carolina Planning and Econonic

Devel oprrent Conmi ssion. The participating governnents established the
Conmi ssion to coordinate various funding received from Federal and State
agenci es. Each participating governnent appoints one nenber to the
Council’s governing board. The County paid fees of $86 097 to the

Commi ssion during the fiscal year ended June 30, 2011.

Suppl ement al and Additional Suppl enental One-Half of One Percent Loca
Government Sal es and Use Taxes

State | aw (Chapter 105, Articles 40 and 42, of the North Carolina General
Statutes) requires the County to use a portion of the proceeds of its

suppl enent al and additi onal suppl enental sales taxes, or |ocal option sales
taxes, for public school capital outlays or to retire public school

i ndebt edness. During the fiscal year ended June 30, 2011, the County
reported these unrestricted local option sales taxes within its Genera

Fund and the restricted portion in the Special Revenue Fund — School s
Capital Reserve. During the year the County expended the restricted
portion of these taxes for public school debt retirenent.

Benefit Payments |ssued by the State

The anpunts listed bel ow were paid directly to individual recipients by the
State from Federal and State noneys. County personnel are involved with
certain functions, primarily eligibility determ nations, that cause
benefits paynents to be issued by the State. The anpunts disclose this
additional aid to County recipients which do not appear in the genera
purpose financial statements because they are not revenues and expenditures
of the County.

Feder al State

| V-E Foster Care $ 104 186 $ 46 955
SC/ SA Donmiciliary Care 85 948
TANF 89 464 (38)
Medi cai d 17 562 542 5 954 093
Foster Care 339 743
Low I ncone Energy Assistance 218 396
WcC 132 259
| V- E Adopt Subsi dy 38 720 28 076
| ndependent Li vi ng- Li nks 3 100

Tot al $18 148 667 $6 454 777

Sunmary Di scl osure of Significant Contingencies

Federal and State Assisted Prograns

The County has received proceeds from several Federal and State grants.
Periodic audits of these grants are required and certain costs may be
guesti oned as not being appropriate expenditures under the grant
agreenents. Such audits could result in the refund of grant noneys to the
grantor agencies. Managenent believes that any required refunds will be
immterial. No provision has been nade in the acconpanying financia
statenents for the refund of grant nonies.



Xl . Special Item

During the year ended June 30, 2011, the County sold undevel oped land to a
private developer. This itemis reflected on the governnent-w de statenments as a
special item because it is unusual in nature but under the control of managenent.
The | and had a book val ue of $136 366 and was sold for $1 500 000 for a gain of
$1 363 634.
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Requi red Suppl enental Financial Data

Schedule of Funding Progress for the Law Enforcenent Oficers’  Special
Separations Al |l owance

Schedul e of Enployer Contributions for the Law Enforcenment Oficers’ Special
Separation Al owance

Schedul e of Funding Progress for Ot her Postenpl oynent Benefits

Schedul e of Enpl oyer Contributions for O her Postenpl oynent Benefits
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SWAI N COUNTY, NORTH CAROCLI NA
LAW ENFORCEMENT CFFI CER' S SPECI AL SEPARATI ON AL LOMANCE
REQUI RED SUPPLEMENTARY | NFORVATI ON
SCHEDULE CF FUNDI NG PROGRESS

Actuari al Accrued

Actuarial Liability (AAL) - Unfunded UAAL as a %
Actuarial Val ue of Projected Unit AAL Funded of Covered
Val uati on Asset s Credit (UAAL) Ratio Covered Payr ol |
Dat e (a) (b) (b - a) (a: b) Payroll (b —-a: c)
12/ 31/ 05 -0- 38 471 38 471 0% 423 754 9. 08%
12/ 31/ 06 -0- 43 692 43 692 0% 411 000 10. 63%
12/ 31/ 07 -0- 44 005 44 005 0% 327 352 13. 44%
12/ 31/ 08 -0- 55 251 55 251 0% 526 599 10. 49%
12/ 31/ 09 -0- 47 093 47 093 0% 507 468 9. 28%

12/ 31/ 10 - 0- 37 150 37 150 0% 509 987 7.28%



Year Ended

June 30

2011

2010

2009
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Exhi bit A-2

SWAI N COUNTY, NORTH CAROCLI NA

LAW ENFORCEMENT OFFI CER' S SPECI AL SEPARATI ON ALLOMNNCE

REQUI RED SUPPLEMENTARY | NFORMATI ON

SCHEDULE OF EMPLOYER CONTRI BUTI ONS

Annual

Requi red
Contribution

Per cent age
Contri but ed

$ 9 169
9 579

6 364

Not es to the Required Schedul es:

0%

0%

0%

The information presented in the required suppl enentary schedul es was

deternmi ned as part of the actuari al

Addi ti onal

Val uati on Date
Actuarial Cost Method
Anortizati on Met hod
Remai ni ng Anorti zation Period
Asset Val uati on Method
Actuarial Assunptions:
| nvest nent Rate of Return
Projected Sal ary | ncrease
Includes Inflation at

Cost of Living Adjustnents

val uati ons at the dates indicated.
information as of the | atest actuarial valuation foll ows:

12/ 31/ 10

Projected Unit Credit

Level Percent of Pay C osed
20 Years

Mar ket Val ue

5. 00%
4.25% - 7.85%
3. 00%

None
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SWAI N COUNTY, NCRTH CARCLI NA
OTHER POST — EMPLOYMENT BENEFI TS ( OPEB)
REQUI RED SUPPLEMENTARY | NFORMATI ON
SCHEDULE OF FUNDI NG PROGRESS

Actuari al Accrued

Actuarial Liability (AAL) - Unfunded UAAL as a %
Actuarial Val ue of Projected Unit AAL Funded of Covered
Val uati on Asset s Credit (UAAL) Ratio Covered Payr ol |
Dat e (a) (b) (b = a) (a: b Payr ol | (b -a: ¢
12/ 31/ 08 - 0- 798 771 798 771 0% 5 444 211 14. 7%

12/ 31/ 09 - 0- 723 182 723 182 0% 5 245 350 13. 8%



Year Ended

June 30

2011

2010

2009
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Exhi bit A-4

SWAI N COUNTY, NCRTH CARCLI NA

OTHER POST — EMPLOYMENT BENEFI TS ( OPEB)

REQUI RED SUPPLEMENTARY | NFORMATI ON

SCHEDULE OF EMPLOYER CONTRI BUTI ONS

Annual Required Per cent age

Contri bution

Contri but ed

$ 62 576
98 861

98 321

Notes to the Required Schedul es:

0%

0%

0%

The information presented in the required suppl enentary schedul es was

determ ned as part of the actuaria

Addi ti ona

Val uation Date
Actuarial Cost Method
Amortization Method
Remai ni ng Anortization Period
Asset Val uation Method
Actuarial Assunptions:
| nvest nent Rate of Return
I ncl udes Inflation at
Medi cal Cost Trend Rate

Year of Utimte Trend Rate

val uations at the dates indicated.
information as of the | atest actuarial valuation foll ows:

12/ 31/ 09

Projected Unit Credit

Level Percent of Pay C osed
30 Years

Mar ket Val ue

4. 0%
3. 75%
10.5 - 5. 0%

2017
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SWAI N COUNTY, NORTH CAROLI NA
GENERAL FUND
STATEMENT OF REVENUES, EXPENDI TURES AND CHANGES | N FUND BALANCES
BUDGET AND ACTUAL
FOR THE FI SCAL YEAR ENDED JUNE 30, 2011

2011
Vari ance
Favor abl e
Revenues: Budget Act ual (Unf avor abl e)
Ad Val orem Taxes:
Current Year $4 394 685 $4 291 803 $(102 882)
Prior Year 148 300 310 153 161 853
Penal ties and Interest 100 000 85 405 (14 595)
Tot al 4 642 985 4 687 361 44 376
Local Option Sal es Taxes:
1 Cent Sal es Tax 900 000 855 316 (44 684)
% Cent Sal es Tax 840 000 663 897 (176 103)
Medi cai d Hol d Harnl ess 100 000 450 821 350 821
Tot al 1 840 000 1 970 034 130 034
O her Taxes and Licenses:
Room Cccupancy Tax 403 000 368 196 (34 804)
Marri age Licenses 9 500 10 380 880
Tot al 412 500 378 576 (33 924)
Unrestricted | ntergovern-
ment al Revenues:
ABC Revenue 7 000 6 323 (677)
Paynents in Lieu of Taxes 1 311 813 1 192 332 (119 481)
Satellite Video Tax 30 000 37 850 7 850
Tot al 1 348 813 1 236 505 (112 308)
Restricted | ntergovern-
nmental Revenues:
State and Federal Grants
(Exhibit 1) 3 445 161 3 917 852 472 691
Court Facility Fees 30 400 21 018 (9 382)
I ndi rect Cost 524 988 524 988
Tot al 3 475 561 4 463 858 988 297
Permits and Fees:
| nspecti on Fees 70 000 63 704 (6 296)
Regi ster of Deeds 165 000 127 605 (37 395)
Safe Driving 3 000 2 681 (319)

Tot al 238 000 193 990 (44 010)




Revenues - Conti nued:

Sal es and Servi ce:
Tag Ofice
Oficers Fees
Jai |l Fees
Anbul ance Fees
Recreati on Departnent
Town Contribution —
Recreation
Town Contribution —
Fi re Marshal
Town Di spatcher & PIN
Bui | di ng Lease
Soci al Services Fees
Chanber Sal ary
Rei mbur senent
Sheri ff Revenues
Heal th Dept. Fees and
Rei mbur senent s
Tot al

| nvest nent Ear ni ngs:
I nt erest Earned

M scel | aneous:
Sal es of Fi xed Assets
O her
Tot al

Tot al Revenues

Expendi t ures:
General Covernnent:
CGover ni ng Body:
Sal ari es and Enpl oyees
Benefits
Oper ati ng Expenditures
Travel
Tot al

Adnmi ni stration:
Sal ari es and Enpl oyees
Benefits
Operating Expenditures

Wor kers’ Conp. | nsurance

Capital Qutlay
Legal Services
Tot al

- 56 - Exhibit B
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2011
Vari ance
Favor abl e
Budget Act ual (Unf avor abl e)
$ 45 000 $ 50 235 $ 5 235
16 000 11 136 (4 864)
325 000 345 584 20 584
560 000 708 447 148 447
95 500 94 205 (1 295)
21 000 21 000
17 000 17 000
28 700 28 700
156 900 167 630 10 730
4 066 4 066
105 712 72 915 (32 797)
116 690 85 075 (31 615)
881 842 858 915 (22 927)
2 369 344 2 464 908 95 564
30 000 12 057 (17 943)
1 507 000 1 505 647 (1 353)
4 027 9 287 5 260
1 511 027 1 514 934 3 907
15 868 230 16 922 223 1 053 993
55 866
13 626
17 957
91 416 87 449 3 967
303 605
136 449
5 077
175 002
- 29 414
2 378 380 649 547 1 728 833




Expendi tures - Conti nued:
El ecti ons:
Sal ari es and Enpl oyee
Benefits
Operati ng Expenditures
Capital Qutlay
Tot al

Fi nance:
Sal ari es and Enpl oyee
Benefits
Operating Expenditures
Pr of essi onal Services
Tot al

Tax and Mappi ng:
Sal ari es and Enpl oyee
Benefits
Oper ati ng Expenditures
Capital Qutlay
Tot al

Regi ster of Deeds:
Sal ari es and Enpl oyee
Benefits
Operating Expenditures
Recordi ng Fees
Tot al

Publ i ¢ Buil di ngs:
Sal ari es and Enpl oyee
Benefits
Mai nt enance & Repairs
Uilities & Fuel

O her Operating Expenditures

| nsur ance
Capital Qutlay
Tot al

Court Facilities:
Operating Expenditures

Dat a Processi ng:
Sal ari es and Enpl oyee
Benefits
Operating Expenditures
Capital Qutlay
Tot al

Tot al CGenera
Gover nrent

2011

Exhibit B
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Budget

Act ua

Vari ance
Favor abl e
Unf avor abl e)

$

94
47

987
807
600

160

269

145

394

111
34
60

566
745
149

213

625

206

460

287
149

499
407
893

486

136

441

799

117
81
39

020
361
333

261

542

237

714

325
102

58
137

19

554
115
955
798
272
503

671

554

652

197

30

700

23

401

49
55
10

899
242
580

120

942

115

721

4 414

564

2 559

682

7 165

5 221

1 854 882



- 58 - Exhi bit B
Page 4 of 11

2011
Vari ance
Favorabl e
Expendi tures - Conti nued: Budget Act ual Unf avor abl e)
Public Safety:
Sheri ff
Sal ari es and Enpl oyee
Benefits $ $ 818 179 $
Operati ng Expenditures 365 593
Capital Qutlay 386 014
Tot al 1 636 261 1 569 786 66 475
Jai |
Sal ari es and Enpl oyee
Benefits 616 904
Operating Expenditures 211 943
Food 121 251
Medi cal Expenditures 44 694
Tot al 1 014 296 994 792 19 504
Crim nal Justice
Operating Expenditures 1 900 1 550 350
Enmer gency Managenent :
Sal ari es and Enpl oyee
Benefits 85 356
Oper ati ng Expendi tures 17 222
Grant Expenditures 17 882 .
Tot al 232 861 120 460 112 401
Enmer gency Conmuni cati ons:
Sal ari es and Enpl oyee
Benefits 236 365
Operating Expenditures 18 404
Tot al 258 000 254 769 3 231
Fire Marshall
Operating Expenditures 724
Tot al 1 000 724 276
I nspecti ons:
Sal ari es and Enpl oyee
Benefits 87 611
Oper ati ng Expenditures 29 949
Tot al 123 282 117 560 5 722
Medi cal Exami ner:
Pr of essi onal Services 19 000 19 800 (800)
Speci al Appropriations:
Fire Departnents 179 548
Rescue Squad 39 241
Task Force o 85
Tot al 216 000 218 874 (2 874)

Total Public Safety 3 502 600 3 298 315 204 285




Expendi tures - Conti nued:
Envi ronnmental Protection:
Soil and Water:
Sal aries and Enpl oyee
Benefits
Oper ati ng Expenditures
Capital CQutlay

Tot al
Protection

Econom ¢ and Physica
Devel opnent :
Agri cul ture Extension:
Sal ari es and Enpl oyee
Benefits

Operating Expenditures

Tot al

Communi ty Devel oprent :
SW Commi ssi on — CBA
SW Commi ssion - CBA

Mat ch
JCPC
Tot al

Econom ¢ Devel opnent :
Sal ari es and Enpl oyee
Benefits
Operating Expenditures
Contract Services
Swai n Tourist Authority
Tot al

Chanber of Commerce:
Sal ari es and Enpl oyee
Benefits

Total Econonic
and Physi cal
Devel opnent

Hurman Servi ces
Soci al Servi ces:
Admi ni stration:
Sal ari es and Enpl oyee
Benefits
Operating Expenditures
Travel
Tot al

59 -

2011
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Budget

Act ual

Vari ance
Favor abl e
Unf avor abl e)

$ 72
17
27

298
989
311

Envi r onnent al

124

100

117

598

6 502

191
33

694
542

237

302

225

236

12 066

73

493

302
450

90

275

80

245

10 030

42
27
20
357

665
011
991
150

94

494

447

817

(353 323)

105

716

57

128

48 588

527

787

810

426

(282 639)

1 844
860

775
868
521

1 824

176

2 711

164

(886 988)
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Page 6 of 11
2011
Vari ance
Favorabl e
Expendi tures - Conti nued: Budget Act ual (Unf avor abl e)
Pr ograns:
TANF $ $ 122 477 $
Foster Care 537 062
Speci al Assi stance 86 316
Chil d Support 50 137
Crisis Intervention 89 877
Conmmodi ti es Food 42 495
Tot al 1 270 284 928 364 341 920
Total Social Services 3 094 460 3 639 528 (545 068)
Enmer gency Medi cal Services
Sal ari es and Enpl oyee
Benefits 748 872
Qper ati ng Expenditures 174 103
Capital Qutlay 241 491
Tot al Emer gency
Medi cal Services 1 176 585 1 164 466 12 119
Vet erans Service O ficer:
Sal ari es and Enpl oyee
Benefits 5 889 4 886 1 003
Heal t h Depart nment:
Gener al
Sal ari es and Enpl oyee
Benefits 41 422
O her Qperating Expenditures 144 009
Tot al 133 203 185 431 (52 228)
Breast and Cervi cal Cancer:
Sal ari es and Enpl oyee
Benefits 19 305
O her Operating Expenditures 19 103
Tot al 37 888 38 408 (520)
W sewonen:
Sal ari es and Enpl oyee
Benefits 10 539
O her Operating Expenditures 2 335
Tot al 12 175 12 874 (699)
HIN1:
Sal ari es and Enpl oyee
Benefits 9 181
O her Operating Expenses 43 703

Tot al 52 884 (52 884)




Expendi tures - Conti nued:

Chil d Services Coordination:
Sal ari es and Enpl oyee
Benefits
O her Operating Expenditures
Tot al

Adul t Heal t h:
Sal ari es and Enpl oyee
Benefits
O her Operating Expenditures
Tot al

| mruni zati on:
Sal ari es and Enpl oyee
Benefits
O her Operating Expenditures
Tot al

Heal th Pronotion:
Sal ari es and Enpl oyee
Benefits
O her Operating Expenditures
Tot al

Envi ronmental Heal t h:
Sal ari es and Enpl oyee
Benefits
O her Operating Expenditures
Tot al

Mat er nal Heal t h:
Sal ari es and Enpl oyee
Benefits
O her Operating Expenditures
Tot al

Child Heal th:
Sal ari es and Enpl oyee
Benefits
O her Operating Expenditures
Tot al

Wel | Program
Sal ari es and Enpl oyee
Benefits
O her Operating Expenditures
Tot al

61 - Exhi bit B
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2011
Vari ance
Favor abl e
Budget Act ual Unf avor abl e)
16 586 $
447
27 419 17 033 10 386
89 852
52 132
171 000 141 984 29 016
2 221
57
6 938 2 278 4 660
32 682
9 119
50 550 41 801 8 749
92 336
5 175
106 000 97 511 8 489
5 313
244
18 450 5 557 12 893
28 171
1 374
40 850 29 545 11 305
15 886
2 723
15 000 18 609 (3 609)




Expendi tures - Conti nued:

HI PAA:
Sal ari es and Enpl oyee
Benefits
O her Operating Expenditures
Tot al
VH PPHV:
Sal ari es and Enpl oyee
Benefits
CH NBHV:
Sal ari es and Enpl oyee
Benefits

WC dient Services and
Adm ni strati on:
Sal ari es and Enpl oyee
Benefits
O her Operating Expenditures
Tot al

W C/ Nutritional Education
Sal ari es and Enpl oyee
Benefits
O her Operating Expenditures
Tot al

W C/ Breast Feedi ng Pronotion:
Sal ari es and Enpl oyee
Benefits

W C/ General Adm nistration
Sal ari es and Enpl oyee
Benefits

MCC:
Sal ari es and Enpl oyee
Benefits
O her Operating Expenditures
Tot al
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Vari ance
Favor abl e
Budget Act ual Unf avor abl e)
$ 5 411 $
4 000 o
15 000 9 411 5 589
1 100 1 100
1 200 1 200
43 918
2 932
51 840 46 850 4 990
15 539
553
21 600 16 092 5 508
11 500 10 912 588
8 500 5 581 2 919
17 197
1 884
19 000 19 081 (81)




Expendi tures - Conti nued:

Food and Lodgi ng:
Sal ari es and Enpl oyee
Benefits
O her Operating Expenditures
Tot al

Smart Start:
Sal ari es and Enpl oyee
Benefits
O her Operating Expenditures
Tot al

Fam |y Pl anni ng:
Sal ari es and Enpl oyee
Benefits
O her Operating Expenditures
Tot al

Heal t hy Carol i ni ans:
O her Operating Expenditures

Conmuni cabl e Di seases:
Sal ari es and Enpl oyee
Benefits
O her Operating Expenditures
Tot al

CAP Program
Sal ari es and Enpl oyee
Benefits
O her Operating Expenditures
Tot al

Chor e:
Sal ari es and Enpl oyee
Benefits
O her Operating Expenditures
Tot al

Fam |y Strengthening:
O her Operating Expenditures

Total Health
Depart nment
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Vari ance
Favor abl e
Budget Act ual Unf avor abl e)
50 607 $
215
25 750 50 822 (25 072)
20 744
4 666
30 495 25 410 5 085
73 862
33 808
129 544 107 670 21 874
10 000 20 721 __ (10 721)
37 960
4 944
22 295 42 904 (20 609)
764 744
79 438
720 000 844 182 (124 182)
65 487
10 402
99 147 75 889 23 258
47 937 36 449 11 488
1 834 381 1 955 889 (121 508)
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2011
Vari ance
Favorabl e
Expendi tures - Conti nued: Budget Act ual Unf avor abl e)
Speci al Appropriations:
Saf e Program $ $ 14 500 $
El derly Transportation 159 068
Snokey Mountain Mental Health 74 658
O her o
Tot al 242 359 248 226 (5 867)
Total Human Services 6 353 674 7 012 995 (659 321)
Recr eat i onal
Recreation
Sal ari es and Enpl oyee
Benefits 197 214
Oper ati ng Expenditures 132 137
Repairs & Mi nt enance 20 455
Tot al 388 664 349 806 38 858
Cul tural
N. C. Forestry 35 428
Mari anna Bl ack Library 189 000 -
Tot al 243 510 224 428 19 082
Total Recreationa
and Cul tural 632 174 574 234 57 940
Educat i on:
Swai n County Board of
Educati on:
Current Expense 750 000
Capital Qutlay 95 000
For est Funds 43 876
Sout hwest ern Comrunity
Col | ege o 125 000
Total Education 1 025 000 1 013 876 11 124
Debt Service
Princi pal Retirenent 857 557
I nterest Expense 624 374
Total Debt Service 1 455 074 1 481 931 (26 857)
Total Expenditures 18 034 973 16 869 057 1 165 916

Revenues Over (Under)
Expendi t ures (2 166 743) 53 166 2 219 909
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Vari ance
Favor abl e
Budget Act ual Unf avor abl e)
Ot her Financing Sources (Uses):
Transfers In (Qut) $ 1 395 743 $ (566 120) $ (1 961 863)
Fi nanci ng Proceeds 590 000 590 000
Appropriated Fund Bal ance 181 000 (181 000)
Total O her
Fi nanci ng Sources
(Uses) 2 166 743 23 880 (2 142 863)
Excess of Revenues and O her
Sources Over (Under)
Expendi tures and Ot her Uses $ 77 046 $ 77 046
Fund Bal ances:
Begi nni ng of Year 3 888 411

End of Year $3 965 457
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SWAI N COUNTY
CAPI TAL PROJECTS FUND — SCHOOL CONSTRUCTI ON (WEST ELEMENTARY)
STATEMENT OF REVENUES, EXPENDI TURES AND CHANGES | N FUND BALANCES
COVPARED W TH AUTHCORI ZATI ONS
FROM | NCEPTI ON AND FOR THE FI SCAL YEAR JUNE 30, 2011

Act ual
Vari ance
Pr oj ect Pri or Current Tot al Favor abl e
Aut hori zati on Year s Year to Date (Unfavor abl e)
Expendi t ures:
Engi neeri ng $ 182 000 $ $169 612 $169 612 $ 12 388
Construction 1 516 636 240 156 240 156 1 276 480
Adm ni stration 126 364 6 810 6 810 119 554
Total Expenditures 1 825 000 416 578 416 578 1 408 422
O her Financing Sources (Uses):
Fi nanci ng Proceeds 1 825 000 416 578 416 578 (1 408 422)

Revenues and O her Financi ng Sources
Over (Under) Expenditures and
O her ltens $ $ $ $ $
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SWAI N COUNTY, NORTH CAROLI NA
PERVMANENT FUND — SWAI N SETTLEMENT TRUST FUND
STATEMENT OF REVENUES, EXPENDI TURES, AND CHANGES | N FUND BALANCE
BUDGET AND ACTUAL
FOR THE FI SCAL YEAR ENDED JUNE 30, 2011
W TH COMPARATI VE ACTUAL AMOUNTS FOR THE FI SCAL YEAR ENDED JUNE 30, 2010

2011
Vari ance
Favor abl e
Revenues: Budget Act ual (Unfavor abl e)
| nvest nent Ear ni ngs:
I nterest Earned 500 000 459 531 (40 469)
Ot her Financing Sources (Uses):
Transfer (To) From
Ceneral Fund (500 000) 500 000
Excess of Revenues and O her
Sources Over (Under)
Expendi tures and O her Uses $ 459 531 $ 459 531
Fund Bal ance — Begi nni ng of Year 12 818 034

Fund Bal ance — End of Year $13 277 565
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SWAIN COUNTY

NON-MAJOR GOVERNMENTAL FUNDS

Assets
Cash and Cash Egquivalents
Receivables, Net
Due from Other Funds

Total Assets

Liabilities and Fund Balances

JUNE 30,

2011

Special Revenue Funds

Capital Projects

Exhibit E-1

Combining Totals

Liabilities:
Accrued Expenses
Due to Other Funds

Total ILiabilities
Fund Balance:
Restricted For:
Stabilization by State
Statute
Available

Total Fund Balance

Total Liabilities
and Fund Balance

Emergency Family Public Governor’s Learning
Telephone Preservation CDBG Safety Island Center 2011
$ 69 934 $ 39 5 11 667 3 145 562 S 116 303 $ 1 327 164 1 670 669
10 045 5 912 33 587 49 544
7 172 7 172
S 77 106 S 10 084 $ 17 579 3 145 562 ] 149 890 S 1 327 164 1 727 385
$ 1 602 s $ $ s S 1 602
8 912 17 579 149 890 176 381
1 602 8 912 17 579 . 149 890 177 983
7 172 10 045 17 217
68 332 (8 873) 145 562 1 327 164 1 532 185
$ 75 504 5 1172 $ S 145 562 3 $ 1 327 164 1 549 402
$§ 77 106 S 10 084 § 17 579 § 145 562 3 149 890 $ 1 327 164 1 727 385
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SWAIN COUNTY :
COMBINING STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES
NON-MAJOR GOVERNMENTAL F'UNDS
FOR THE FISCAL YEAR ENDED JUNE 30, 2011

Special Revenue Funds

Exhibit E-2

Capital Projects

Combining Totals

Emergency Family Public Governor's Learning
Telephone Preservation CDBG Safety Island Center 2011
Revenues
Intergovernmental S s 79 534 $ 25 912 & S 87 249 S 192 695
Charges for Services - 261 860 261 860
Investment Earnings 1 489 209 673 404 2 164 4 939
Total Revenues 263 349 79 743 25 912 673 87 653 2 164 459 494
Expenditures
Current:
Economic Development 25 912 150 070 175 982
Human Services 268 987 114 909 383 896
Total Expenditures 268 987 114 909 25 912 150 070 559 878
Excess (Deficiency) of
Revenues Over
Expenditures (5 638) (35 166) 673 (62 417) 2 164 (100 384)
Other Financing Sources
(Uses) :
Transfers In (Out) (22 563) 62 417 1 325 000 1 364 854
Net Change in Fund
Balance (5 638) (35 166) (21 890) 1 327 164 1 264 470
Fund Balance-Beginning 81 142 36 338 167 452 284 932
Fund Balance - Ending $§ 175 504 $ 1172 ) 5 145 562 8 S 1 327 164 1 549 402
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Exhibit E-3

EMERGENCY TELEPHONE SYSTEM FUND

STATEMENT CF REVENUES, EXPENDI TURES, AND CHANGES | N FUND BALANCE

BUDGET AND ACTUAL

FOR THE FI SCAL YEAR ENDED JUNE 30, 2011

Revenues:
Permts and Fees:
Fees Charged
I nvest nent Ear ni ngs:
I nt erest Earned
Total Revenues
Expendi tures:
Sal aries and Fringe Benefits
Operating Expenditures
Capital Qutlay

Tot al Expenditures

Revenues Over (Under) Expenditures

Ot her Financing Sources (Uses):
Transfer From O her Funds

Revenues and Ot her Sources Over
(Under) Expendi tures and O her
Uses

Fund Bal ance — Begi nni ng of Year

Fund Bal ance — End of VYear

2011
Vari ance
Favor abl e
Budget Act ual (Unf avor abl e)
$ 260 000 $ 261 860 $ 1 860
1 489 1 489
260 000 263 349 3 349
60 378
121 804
86 805 o
453 737 268 987 184 750
(193 737) (5 638) 188 099
193 737 (193 737)
(5 638) $ (5 638)
81 142
$ 75 504
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SWAI N COUNTY, NORTH CAROLI NA

FAM LY PRESERVATI ON GRANT FUND

Exhibit E-4

STATEMENT OF REVENUES, EXPENDI TURES, AND CHANGES | N FUND BALANCE

BUDGET AND ACTUAL

FOR THE FI SCAL YEAR ENDED JUNE 30, 2011

2011
Vari ance
Favor abl e
Budget Act ual (Unf avor abl e)
Revenues:
Restricted | ntergovernnent al
Fam |y Preservation G ant $ 100 000 $ 79 534 $ (20 466)
| nvest nent Ear ni ngs:
I nterest Earned 209 209
Total Revenues 100 000 79 743 (20 257)
Expendi t ures:
Contract Labor 85 753
Travel 2 554
Communi cati ons and Tel ephone 13 613
Suppl i es 10 971
Fl ex Funds 2 018
Total Expenditures 100 000 114 909 (14 909)
Revenues Over (Under) Expenditures $ (35 166) $_(35 166)
Fund Bal ance — Begi nni ng of Year 36 338
Fund Bal ance — End of Year $ 1172
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SWAI N COUNTY

STATEMENT OF REVENUES, EXPENDI TURES AND CHANGES | N FUND BALANCES

CDBG FUND

BUDGET AND ACTUAL

FROM | NCEPTI ON AND FOR THE FI SCAL YEAR JUNE 30, 2011

Revenues:
Restricted | ntergovernnenta
Revenues:
Conmuni ty Devel opnent
Bl ock Grant

Expendi t ures:
Cl ear ance
Rel ocati on Assi stance
Admi ni stration/Legal
Total Expenditures

Revenues Over (Under) Expenditures

Fund Bal ance - Beginning of Year
July 1

Fund Bal ance - End of Year,
June 30

Exhibit E-5

Vari ance
Pr oj ect Pri or Current Tot al Favor abl e
Aut hori zati on Year s Year to Date (Unf avor abl e)

$407 000 $ 25 912 $ 25 912 $(381 088)
100 000 100 000
260 000 260 000
47 000 25 912 25 912 21 088
407 000 25 912 25 912 381 088

$ $

$ $ $
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SVWAI N COUNTY, NORTH CAROLI NA
SCHOCLS CAPI TAL RESERVE FUND
STATEMENT OF REVENUES, EXPENDI TURES, AND CHANGES | N FUND BALANCE
BUDGET AND ACTUAL
FOR THE FI SCAL YEAR ENDED JUNE 30, 2011

2011
Vari ance
Favor abl e
Revenues: Budget Act ual (Unf avorabl e)
O her Taxes and Licenses:
1/2 Cent Sal es Tax $ 500 000 $ 486 786 $ (13 214)
Restricted | ntergovernment al
Publ i ¢ School Buil ding
Capital Grant 280 000 237 561 (42 439)
I nvest nent Ear ni ngs:
I nt erest Earned 1 476 1 476
Total Revenues 780 000 725 823 (54 177)
O her Financing Sources (Uses):
Transfers (Qut) (1 100 000) (733 734) 366 266
Appropriated Fund Bal ance 320 000 (320 000)
Total O her Financing
Sour ces (Uses) (780 000) (733 734) 46 266
Excess of Revenues and O her
Sources Over (Under)
Expendi tures and Ot her Uses $ (7 911) $ (7 911)
Fund Bal ance — Begi nni ng of Year 1 036 293

Fund Bal ance — End of Year $1 028 382
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SVWAI N COUNTY, NORTH CAROLI NA
ECONOM C DEVELOPMENT FUND
STATEMENT OF REVENUES, EXPENDI TURES, AND CHANGES | N FUND BALANCE
BUDGET AND ACTUAL
FOR THE FI SCAL YEAR ENDED JUNE 30, 2011

2011
Vari ance
Favor abl e
Revenues: Budget Act ual (Unf avorabl e)
I nvest ment Ear ni ngs $ $ 108 % 108
M scel | aneous:
Revol vi ng Loan Payback 100 000 8 838 (91 162)
Tot al Revenues 100 000 8 946 (91 054)
O her Financing Sources (Uses):
Transfers (CQut) (100 000) (65 000) 35 000
Excess of Revenues Over
Expendi t ures $ (56 054) $ (56 054)
Fund Bal ance — Begi nni ng of Year 70 946

Fund Bal ance — End of Year $ 14 892
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SVWAI N COUNTY, NORTH CAROLI NA
CAPI TAL PRQJECTS — PUBLI C SAFETY
STATEMENT OF REVENUES, EXPENDI TURES, AND CHANGES | N FUND BALANCE
BUDGET AND ACTUAL
FOR THE FI SCAL YEAR ENDED JUNE 30, 2011

2011
Vari ance
Favor abl e
Revenues: Budget Act ual (Unf avorabl e)
I nvest nent Ear ni ngs:
I nt erest Earned $ $ 673 $ 673
Expendi t ures:
Future Capital Qutlay 130 000 130 000
Revenues Over (Under)
Expendi t ures (130 000) 673 130 673
O her Financing Sources (Uses):
Appropriated Fund Bal ance 160 000 (160 000)
Transfers (to) From O her
Funds (30 000) (22 563) 7 437
Total O her Financing
Sour ces (Uses) 130 000 (22 563) (152 563)
Total Revenues and
O her Sources Over
Expendi t ures and
O her Uses $ (21 890) $ (21 890)
Fund Bal ance — Begi nni ng of Year 167 452

Fund Bal ance — End of Year $ 145 562
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SWAI N COUNTY

CAPI TAL PRQJECTS — GOVERNOR' S | SLAND

STATEMENT OF REVENUES, EXPENDI TURES AND CHANGES | N FUND BALANCES

BUDGET AND ACTUAL

FROM | NCEPTI ON AND FOR THE FI SCAL YEAR JUNE 30, 2011

Revenues:
Restricted | ntergovernment al
Revenues:
Cl ean Water G ant
I nvest nent Ear ni ngs:
I nterest Earned
M scel | aneous:
Contri buti ons- Eastern Band of
Cher okee | ndi ans

Tot al Revenues

Expendi t ures:
Acqui si tion
Construction
Adnmi ni stration
Engi neeri ng
Cont i ngency

Total Expenditures
Revenues Over (Under) Expenditures

O her Financing Sources (Uses):
Transfers from General Fund

Revenues and Ot her Sources Over (Under)
Expendi tures and Ot her Uses

Fund Bal ance - Beginning of Year
July 1

Fund Bal ance - End of Year
June 30

Exhibit E-9

Vari ance

Pr oj ect Pri or Current Tot al Favor abl e
Aut hori zati on Year s Year to Date (Unfavor abl e)
$ 1 328 030 979 981 $ 87 249 $1 067 230 $ (260 800)
17 303 404 17 707 17 707
140 854 138 854 138 854 (2 000)
1 468 884 136 138 87 653 1 223 791 (245 093)
19 006 19 006
1 241 432 996 435 124 208 1 120 643 120 789
46 000 19 676 25 862 45 538 462
281 400 120 027 120 027 161 373
181 046 181 046
1 768 884 136 138 150 070 1 286 208 482 676
(300 000) (62 417) (62 417) 237 583
300 000 62 417 62 417 (237 583)

$
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SWAI N COUNTY, NORTH CAROLI NA

Exhibit E-10

CAPI TAL PRQJECTS — LEARNI NG CENTER

STATEMENT COF REVENUES, EXPENDI TURES, AND CHANGES I N FUND BALANCE

BUDGET AND ACTUAL

FOR THE FI SCAL YEAR ENDED JUNE 30, 2011

Revenues:
| nvest nent Ear ni ngs:
I nterest Earned

Expendi tures:
Future Capital Qutlay

Revenues Over (Under)
Expendi t ures

O her Financing Sources (Uses):
Transfer (to) From
O her Funds

Total Revenues and
O her Sources Over
Expendi tures and
O her Uses

Fund Bal ance — Begi nning of Year

Fund Bal ance — End of Year

2011

Vari ance

Favor abl e
Budget Act ual (Unf avor abl e)
$ 2 164 $ 2 164
1 500 000 1 500 000
(1 500 000) 2 164 1 502 164
1 500 000 1 325 000 (175 000)
1 327 164 $1 327 164

$1 327 164
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SWAI N COUNTY, NORTH CAROLI NA
ENTERPRI SE FUND — SOLI D WASTE
STATEMENT OF REVENUES AND EXPENDI TURES — BUDGET AND ACTUAL ( NON- GAAP)
FOR THE FI SCAL YEAR ENDED JUNE 30, 2011

2011
Vari ance
Favor abl e
Budget Act ual (Unf avor abl e)
Revenues:
Oper ating Revenue:
Sol i d Waste Charges $ 35000 $ 58 150 $ 23 150
Landfill Use Fee 663 165 674 652 11 487
Recycl i ng 55 320 20 160 (35 160)
Scrap Tire Disposal Fees 13 000 16 242 3 242
Whi t e Goods Tax 30 000 4 458 (25 542)
Cardboard Fee 45 000 41 006 (3 994)
D sposal Tax 10 165 10 165
Total Operating Revenue 841 485 824 833 (16 652)
Expendi t ures:
Solid Waste Disposal:
Sal ari es 270 567
Soci al Security 19 869
G oup | nsurance 46 200
Ret i r ement 15 514
Tel ephone 1 707
Uilities 6 482
I nsurance — Worker’s Conp 5 000
Mai nt enance and Repairs 19 680
Supplies and Materials 4 672
Fuel 90 074
Contracted Service 15 277
Uni f or ns 4 955
Di sposal 221 769
I nsurance — Vehicl es 20 000
Use Tax 21 153
M scel | aneous 771

Tot al Di sposal 769 741 763 690 6 051
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SWAI N COUNTY, NORTH CAROLI NA
ENTERPRI SE FUND — SOLI D WASTE
STATEMENT OF REVENUES AND EXPENDI TURES — BUDGET AND ACTUAL ( NON- GAAP)
FOR THE FI SCAL YEAR ENDED JUNE 30, 2011

2011
Vari ance
Favor abl e
Budget Act ual (Unf avor abl e)
Budget ary Appropriations:
Debt Principal and Interest $ 100 000 76 604 23 396
Total Expenditures 869 741 840 294 29 447
Revenues Over (Under) Expenditures (28 256) (15 461) 12 795
Ot her Financing Sources (Uses):
Transfer (To) From O her Funds 28 256 (28 256)
Revenues and O her Sources
Over (Under) Expenditures $ $ (15 461) $ (15 461)
RECONCI LI ATI ON OF MODI FI ED ACCURAL
BASI S TO FULL ACCURAL BASI S:
REVENUES AND OTHER SOURCES OVER ( UNDER)
EXPENDI TURES AND OTHER USES $ (15 461)
Add:
Paynment of Debt Principal 67 311
Decrease in Vacation Pay 2 957 70 268
Less:
Depreci ation 72 987
Increase in Post Enpl oynent
Health Benefits 3 864 (76 851)

Change in Net Assets (Exhibit 8) $ (22 044)



- 80 - Exhibit G
Page 1 of 2

SWAI N COUNTY, NORTH CAROLI NA
AGENCY FUNDS
COMBI NI NG STATEMENT OF CHANGES I N ASSETS AND LI ABILITIES
FOR THE FI SCAL YEAR ENDED JUNE 30, 2011

Bal ance Bal ance
July 1, 2010 Addi tions Del eti ons June 30, 2011
Fi nes and Forfeitures:
Asset s
Cash $ $ 92 268 $ 92 268 $
Liabilities
Anpbunt Due Swain
County Board of
Educat i on $ $ 92268 $ 92 268 $
Mot or Vehi cl e Taxes:
Asset s
Cash $ $ 16 717 $ 16 717 $
Liabilities
Mot or Vehi cl e Taxes
Payabl e $ $ 16 717 $ 16 717 $
3% | nterest on Motor
Vehi cl es:
Asset s
Cash $ $ 2 672 $ 2 672 $
Liabilities

3% | nterest on
Mot or Vehi cl es
Payabl e $ $ 2 672 $ 2 672 $
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SWAI N COUNTY, NORTH CAROLI NA
AGENCY FUNDS
COMVBI NI NG STATEMENT OF CHANGES | N ASSETS AND LI ABILITIES
FOR THE FI SCAL YEAR ENDED JUNE 30, 2011

Bal ance Bal ance
July 1, 2010 Addi ti ons Del eti ons June 30, 2011
Totals — Al Agency
Funds:
Asset s
Cash $ $ 111 657 $ 111 657 $
Liabilities
Fi nes and Forfeitures $ $ 92 268 $ 92 268 $
Mot or Vehi cl e Taxes 16 717 16 717
3% | nterest on Motor
Vehi cl e Taxes 2 672 2 672

Total Liabilities $ $ 111 657 $ 111 657 $
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SWAI N COUNTY, NORTH CAROLI NA
SCHEDULE OF AD VALOREM TAXES RECEI VABLE
JUNE 30, 2011

Uncol | ect ed Col | ecti ons

Bal ance and

Fi scal Year July 1, 2010 Addi tions Credits
2010- 2011 $ $4 645 821 $ 4 291 803
2009- 2010 363 895 225 764
2008- 2009 132 904 64 304
2007- 2008 51 754 19 607
2006- 2007 27 015 5 801
2005- 2006 19 893 4 105
2004- 2005 21 508 1 205
2003- 2004 22 512 1 096
2002- 2003 19 950 1 143
2001- 2002 18 497 651
2000- 2001 13 657 13 657

Tot al $ 691 585 $4 645 821 $ 4 629 136

Less Al |l owance for
Uncol | ecti bl e Accounts

Ad Val orem Taxes
Recei vabl e — Net

Reconciliation with Revenues:
Ad Val orem Taxes —

Exhibit B $4 687 361

Less Penalties and I nterest 85 405 $ 4 601 956
Rel eases — Prior Years 13 523
Amount Witten O f Per

Statute of Limtations 13 657
Total Coll ections

and Credits $ 4 629 136

Exhi bi t

H1

Uncol | ect ed

Bal ance

June 30, 2011

$ 354
138
68
32
21
15
20
21
18
17

018
131
600
147
214
788
303
416
807
846

708

388

270

256

320

014
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ANALYSI S OF CURRENT TAX LEVY

Original Levy
Vehi cl e Taxes
Add Di scoveri es
Less Rel eases

Tot al
Less Uncol | ect ed Taxes
June 30, 2011

Current Year's Taxes
Col | ect ed

Percent of Current
Year's Taxes Col |l ected

JUNE 30, 2011

H 2

Exhi bi t

Tot al Excl udi ng
Property Mot or Mot or
Val uati on Rat e Levy Vehi cl es Vehi cl es
$1 305 380 909 .33 $ 4 307 757 $ 4 307 757 $
3 734 848 .33 12 325 12 325
107 096 061 .33 353 417 131 593 221 824
(8 387 273) .33 (27 678) (21 957) (5 721)
$1 407 824 545 4 645 821 4 417 393 228 428
354 018 297 433 56 585
$ 4 291 803 $4 119 960 $ 171 843
92. 38 93. 27 75.23
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SWAI N COUNTY, NORTH CAROLI NA
GENERAL FUND
FEDERAL AND STATE GRANTS
FOR THE FI SCAL YEAR ENDED JUNE 30, 2011
2011
Vari ance
Favor abl e
Budget Act ual (Unfavor abl e)
Soci al Servi ces:
Admi ni stration G ant $2 298 988 $2 259 037 $ (130 074)
I VE Foster Care 35 472 422 303 386 831
Comodi ti es 46 638 46 638
Work First 7 278 97 401
Tot al 2 334 460 2 735 256 400 796
Heal t h Depart nment:
State Aid to Counties 95 203 115 935 20 732
Envi ronnmental Health 6 000 4 000 (2 000)
Bi oterrorism 17 058 47 261 30 203
Community Care Bl ock Grant 87 647 144 763 57 116
Food & Lodgi ng 750 4 423 3 673
BCCCP 16 888 16 888
W se Wnen 7 175 7 175
Smart Start (Region A) 30 495 26 998 (3 497)
Conmmuni cabl e Di sease 10 535 10 535
Tuber cul osi s 2 260 2 331 71
H Vv 500 500
CsC 6 419 5 841 (578)
| muni zati on 6 938 1 886 (5 052)
Heal t h Pronoti on 23 550 23 377 (173)
wcC 81 440 71 735 (9 705)
Child Health 20 850 21 263 413
Mat ernal Heal th 5 950 5 950
Fam |y Pl anni ng 85 144 90 876 5 732
Fam |y Strengthening 47 937 47 937
VMH PPHV 100 (100)
MCC 9 000 11 803 2 803
Adult Heal th 18 502 18 502
CH NBHV 200 (200)
Paternity Draw 500 (500)
H1N1 47 837 47 837

Tot al 562 539 727 816 165 277
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SWAI N COUNTY, NORTH CAROLI NA
GENERAL FUND
FEDERAL AND STATE GRANTS
FOR THE FI SCAL YEAR ENDED JUNE 30, 2011
2011
Vari ance
Favor abl e
Budget Act ual (Unf avor abl e)
O her Grants:

Cooperati ve Extension $ 136 000 $ 133 505 $ (2 495)
Crim nal Justice 1 900 (1 900)

Vet erans Servi ces 2 000 2 000
Enmer gency Managenent 27 500 27 716 216
Forest Funds 55 000 43 875 (11 125)
Soil & Water Conservation 15 755 17 419 1 664
Juvenil e Justice — CBA 69 681 65 395 (4 286)
El derly Handi capped 105 326 60 773 (44 553)
RGP 55 999 55 999
CYFAR 9 000 (9 000)
Governor’s Crime Control 6 216 6 216
COPS 24 442 24 442
USAR 26 000 17 440 (8 560)
Appal achi an Comuni ty 65 000 (65 000)
School Soci al Wrker 30 000 (30 000)
SH I P 5 000 (5 000)
Tot al 548 162 454 780 (93 382)

Total Federal and
State Grants

(Exhi bit B) $3 445 161 $3 917 852 $ 472 691
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S. Eric Bowman, P.A.

CERTIFIED PUBLIC ACCOUNTANT

403 South Green Street
P.O. Box 1476

Morganton, NC 28680-1476
Telephone (828) 438-1065
Fax (828)438-9117

REPORT 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 Board of Commissioners
Swain County
North Carolina

We have audited the accompanying financial statements of the governmental
activities, the business-type activities, the aggregate discretely presented component
unit, eéach major fund, and the aggregated remaining fund information of Swain County,
North Carolina, as of and for the year ended June 30, 2011, which collectively comprises
Swain County’s basic financial statements and have issued our report thereon dated
August 31, 2011. 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.

Internal Control Over Financial Réportigg

In planning and performing our audit, we considered Swain County’s internal
control over financial reporting as a basis for designing our auditing procedures for
the purpose of expressing our opinions on the financial statements, but not for the
purpose of expressing an opinion on the effectiveness of Swain County’s internal control
over financial reporting. Accordingly, we do not express an opinion on the
effectiveness of Swain County’s internal control over financial reporting.

Our consideration of internal control over financial reporting was for the limited
purpose described in the preceding paragraph and was not designed to identify all
deficiencies in internal control over financial reporting that might be significant
deficiencies or material weaknesses and therefore there can be no assurance that all
deficiencies, significant deficiencies or material weaknesses have been identified.
However, as described in the schedule of findings and responses, we identified certain
deficiencies in internal control over financial reporting that we consider to be
material weaknesses and other deficiencies that we consider to be significant
deficiencies. :

A control deficiency 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 misstatements on a timely basis. A significant
deficiency is a control deficiency, or combination of control deficiencies, that
adversely affects the County’s ability to initiate, authorize, record, process, or
report financial data reliably in accordance with generally accepted accounting
principles such that there is more than a remote likelihood that a misstatement of the
County’s financial statements that is more than inconsequential will not be prevented or
detected by the County’s internal control. We consider the deficiencies described in
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To the Board of Commissioners
Swain County
North Carolina

the accompanying schedule of findings and responses as 2011-1 through 2011-5 to be
significant deficiencies in internal control over financial reporting. A material
weakness is a significant deficiency, or combination of significant deficiencies, that
results in more than remote likelihood that a material misstatement of the financial
statements will not be prevented or detected by the County’s internal control.

Our consideration of the internal control over financial reporting was for the
limited purpose described in the first paragraph of this section and would not
necessarily identify all deficiencies in the internal control that might be significant
deficiencies and, accordingly, would not necessarily disclose all significant
deficiencies that are also considered to be material weaknesses. However, of the
significant deficiencies described above, we consider 2011-4 and 2011-5 to be material

weaknesses.

Compliance and Other Matters

Bs part of obtaining reasonable assurance about whether Swain County’s financial
statements are free of 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 instances of noncompliance and other matters that are
required to be reported under Government Auditing Standards and which are described in
the accompanying schedule of findings and questioned costs as 2011-5.

The County’s response to the findings identified in our audit are described in the
accompanying schedule of findings and questioned costs. We did not audit the County’s
response and accordingly, we express no opinion on it.

This report is intended solely for the information and use of the audit committee,
management, others within the organization, members of the Swain County Commissioners,
and Federal and State awarding agencies and pass-through entities, and is not intended
to be and -should not be used by anyone other than these specific parties.

< L

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

Morganton, North Carolina
August 31, 2011
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S. Eric Bowman, P.A.

CERTIFIED PUBLIC ACCOUNTANT

403 South Green Street
P.O. Box 1476

Morganton, NC 28680-1476
Telephone (828) 438-1065
Fax (828) 438-9117

REPORT ON COMPLIANCE WITH REQUIREMENTS APPLICABLE

TO 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 Board of Commissioners
Swain County
North Carolina

Compliance

We have audited Swain County, North Carolina’s compliance, with the types of
compliance requirements described in the U.S. Office of Management and Budget (OMB)
Circular A-133 Compliance Supplement and the Audit Manual for Governmental Auditors in
North Carolina, issued by the Local Government Commission, that are applicable to each
of its major federal programs for the year ended June 30, 2011. Swain County’s major
federal programs are identified in the summary of auditor’s results section of the
accompanying schedule of findings and gquestioned costs. Compliance with the
requirements of laws, regulations, contracts and grants applicable to each of its major
federal programs are the responsibility of Swain County’s management. Our
responsibility is to express an oplnlon on Swain County’s compliance based on our audit.

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 Swain County’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.
Our audit does not provide a legal determination on Swain County’s compliance with those

requirements.

In our opinion, Swain County complied, in all material respects, with the
requirements referred to above that are applicable to each of its major federal programs
for the year ended June 30, 2011l. However, the results of our auditing procedures
disclosed instances of noncompliance with those requirements, which are required to be
reported in accordance with OMB Circular A-133 and the State Single Audit Implementation
Act, and which are described in the accompanying schedule of findings and questioned
costs as items 2011-6 through 2011-10.
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To the Board of Commissioners
Swain County
North Carolina

Internal Control Over Compliance

The management of Swain County is responsible for establishing and maintaining
effective internal control over compliance with requirements of laws, regulatioms,
contracts and grants applicable to federal programs. In planning and performing our
audit, we considered Swain County's internal control over compliance with requirements
that could have a direct and material effect on a major federal program in order to
determine our auditing procedures for the purpose of expressing our opinion on
compliance and to test and report on internal control over compliance in accordance with
OMB Circular A-133 but not for expressing an opinion on the effectiveness of Swain
County’s internal control over compliance. Accordingly, we do not express an opinion on
the effectiveness of the County’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.

Our consideration of internal control over compliance was for the limited purpose
described in the first paragraph of this section and would not necessarily identify all
deficiencies in internal control that might be deficiencies, significant deficiencies or
material weaknesses. We did not identify any deficiencies in internal control over
compliance that we consider to be material weaknesses, as defined above.

Swain County’s response to the findings identified in our audit are described in
the accompanying schedule of findings and questioned costs. We did not audit the
County’s response and, accordingly, we express no cpinion on the response.

This report is intended solely for the information and use of the audit committee,
management, others within the organization, members of Swain County Commissioners, and
federal and State awarding agencies and pass-through entities and is not intended to be
and should not be used by anyone other than these specified parties.

L = .
S. Eric Bowman, P.A.
Certified Public Accountant

Morganton, North Carolina
August 31,-2011-
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S. Eric Bowman, P.A.

CERTIFIED PUBLIC ACCOUNTANT

403 South Green Street
P.O. Box 1476

Morganton, NC 28680-1476
Telephone (828) 438-1065
Fax (828) 438-9117

Report On Compliance With Requirements Applicable
To Fach of Its Major State Programs And Internal Control
Over Compliance In Accordance With Applicable
Sections of OMB Circular A-133 and the
State Single Audit Implementation Act

To the Board of Commissioners
Swain County
North Carolina

Compliance

We have audited the compliance of Swain County, North Carolina, with the types of
compliance requirements described in the Audit Manual for Governmental Auditors in North
Carolina, issued by the Local Government Commission, that are applicable to each of its
major State programs for the year ended June 30, 2011. Swain County’s major State
programs are identified in the summary of auditor’s results section of the accompanying
schedule of findings and questioned costs. Compliance with the requirements of laws,
regulations, contracts and grants applicable to each of its . major State programs is the
responsibility of Swain County’s management. Our responsibility is to express an
opinion on Swain County’s compliance based on our audit.

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; and applicable sections of OMB Circular A-133, as
described in the Audit Manual for Governmental Auditors in North Carolina, and the State
Single Audit Implementation Act. Those standards, applicable sections of OMB Circular
A-133, and the State Single Audit Implementation Act require that we plan and perform
+he 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 Swain County’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.  Our audit does not provide a legal
determination on Swain County’s compliance with those requirements.

In our opinion, Swain County complied, in all material respects, with the
requirements referred to above that are applicable to each of its major State programs
for the year ended June 30, 2011. However, the results of our auditing procedures
disclosed instances of noncompliance with those requirements, which are required to be
reported in accordance with applicable sections of OMB Circular A-133 and the State
Single Audit Implementation Act and which are described in the accompanying schedule of
findings and questioned costs as items 2011-11 through 2011-14.
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To the Board of Commissioners
Swain County
North Carolina

Internal Control Over Compliance

The management of Swain County is responsible for establishing and maintaining
effective internal controcl over compliance with requirements of laws, regulations,
contracts and grants applicable to State programs. In planning and performing our
audit, we considered Swain County’s internal control over compliance with requirements
that could have a direct and material effect on a major State program in order to
determine our auditing procedures for the purpose of expressing our opinion on
compliance and to test and report on internal control over compliance in accordance with
applicable sections of OMB Circular A-133 and the State Single Audit Implementation Act
but not for expressing an opinion on the effectiveness of Swain County’s internal
control over compliance. Accordingly, we do not express an opinion on the effectiveness
of the County’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 reguirement of a state 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 state program will not be prevented, or detected and corrected, on a timely basis.

Our consideration of internal control over compliance was for the limited purpose
described in the first paragraph of this section and would not necessarily identify all
deficiencies in internal control that might be deficiencies, significant deficiencies or
material weaknesses. We did not identify any deficiencies in intermnal control over
compliance that we consider to be material weaknesses, as defined above.

Swain County’s response to the findings identified in our audit are described in
the accompanying schedule of findings and questioned costs. We did not audit the
County’s response and, accordingly, we express no opinion on the response.

This report is intended solely for the information and use of the audit committee,
management, others within the organization, members of Swain County Commissioners, and
federal and State awarding agencies and pass-through entities and is not intended to be
and should not be used by anyone other than these specified parties.

,45?—5L’£iL,,/’
S. Eric Bowman, P.A.
Certified Public Accountant

Morganton, North Carolina
August 31,2011



- 92 -

SWAI N COUNTY, NORTH CAROLI NA
SCHEDULE OF FI NDI NGS AND QUESTI ONED COSTS
FOR THE YEAR ENDED JUNE 30, 2011

Section I. Summary of Auditor’s Results

Fi nanci al Statenents

Type of auditor’s report issued: Unqual i fi ed

Internal Control over financial reporting:
Significant deficiency identified? _X_yes
Significant deficiency identified that
is considered to be material weaknesses

reported X _ yes

Nonconpl i ance material to financial statenents
not ed X vyes

Federal Awards

Internal control over major federal prograns?
Mat eri al weakness(es) identified? ___yes
Significant deficiencies identified that

are not considered to be nmateri al
weaknesses _X_yes

Type of auditor’s report issued on conpliance
for major federal programs: Unqualified

Any audit findings disclosed that are required
to be reported in accordance with Section /

510 (a) of Gircular A-133 ___ yes

I dentification of major federal prograns:

CFDA Nunbers Names of Federal Program or duster
93. 658 | V-E Foster Care
93. 659 Adoptive Assistance
93. 767 Child Health Insurance Program
93.778 Title XI X Medicaid

Dol l ar threshol d used to distingui sh between
Type A and Type B Prograns $ 637 909

Auditee qualified as | ow-risk auditee? yes

no

no

no

no

no

no

no



SWAI N COUNTY, NORTH CAROLI NA
SCHEDULE OF FI NDI NGS AND QUESTI ONED COSTS
FOR THE YEAR ENDED JUNE 30, 2011

State Awards

Internal control over mmjor state prograns:
Mat eri al weakness(es) identified? ___ yes

Significant Deficiencies identified that
are not considered to be naterial
weaknesses _X_yes

Type of auditor’s report issued on conpliance
for major state programs: Unqualified

Any audit findings disclosed that are required
to be reported in accordance with the State
Single Audit Inplenmentation Act ___ yes

I dentification of nmjor state prograns:
Program Nane

SFHF Maxi m zati on
Title XIX Medicaid — State Portion

no

no

no
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SWAI N COUNTY, NORTH CAROLI NA
SCHEDULE OF FI NDI NGS AND QUESTI ONED COSTS
FOR THE YEAR ENDED JUNE 30, 2011

Section I1I. Findings Related to the Audit of the General Purpose
Fi nancial Statements of Swain County:
2011-1 Internal Controls Over Financial Reporting — Significant
Defi ci ency
Condi ti on: The County does not incorporate an

i nternal audit function (person).

Criteria: Due to the conplexity and diverse type of
financial transactions an internal
audit function is needed.

Ef f ect: Internal controls are |ess effective
without an internal audit function.

Cause: Due to the size of the County it has
not been consi dered cost effective.

Reconmendat i on: H re an additional enployee famliar
Wi th experience in governnmental accounting
transactions to provide this service.

Managenent Response: It is not economically feasible to
hire additional staff at this tine.

2011-2 Internal Controls Over Financial Reporting — Significant
Defi ci ency
Condi ti on: The Tax department is not properly

noni tori ng val ue changes.

Criteria: The current software does not properly
handl e commerci al property transfers.

Ef f ect: It is possible for properties to be
dropped fromthe system and not receive
tax billing.

Cause: The County has not i npl enented
proper nonitoring reports.

Reconmendat i on: We recommend the software provider make
avai | abl e customreporting to enable the
tax departnent to nonitor val ue changes.

Managenent Response: The County agrees with this finding.



- 95 -

2011-3

Recomrendati on:

Managenent Response:

Uncorrected Finding:

Mat eri al
Mat eri al

Condi ti on:

Criteria:

Ef f ect:

Cause:

Recomendat i on:

Managenent Response:

Uncorrected Finding:

I nt ernal

Fi ndings Related to the Audit of the General Purpose
Fi nancial Statenments of Swain County: Continued:
2011-3 Internal Controls Over Financial Reporting - Significant
Defi ci ency
Condi ti on: There is not proper segregation of
duties over cash collected in the
Recreation departnment.
Criteria: Managenent i s responsible for inplenentating
proper internal controls over cash
col | ecti ons.
Ef f ect: M sappropriation of funds, if any,
can not be detected.
Cause: The County does not have adequate

staffing in the recreation departnent
to properly segregate duties.

We recommend additional staffing
and/ or the use of trained volunteers
to properly handle and account for
Recreation department receipts.

The County agrees with this finding.

The County did not correct this finding
fromthe previous year.

Control s Over
Weakness

Fi nanci al Reporting —

Currently, the assistant finance
of ficer reconciles the bank account,
makes deposits and recei pts funds.

Bank reconciliations should be
prepared by soneone independent of
t he assistant finance officer.

Any inmproper activity can not be detected
wi t hout independent reconciliation
procedur es.

The County has not
adequate interna
ar ea.

i mpl enent ed
controls in this

We recommend that anot her enpl oyee
prepare the bank reconciliations.

The County does not have adequate
staffing to segregate these duties
at this tine.

The County did not correct this finding
fromthe previous year.
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Fi ndings Related to the Audit of the General Purpose

Fi nanci al Statenents of

Swai n County: Continued:

2011-5 Internal Controls Over Financial Reporting -

Mat eri al

Condi ti on:

Criteria:

Ef fect:

Cause:

Recomendat i on:

Managenent Response:

Uncorrected Finding:

Non Conpl i ance

Al'l Local Governments are to adopt a
bal anced budget and nake necessary
amendnents to the original budget as
conditions dictate.

The County overexpended several departnents
in the General Fund totaling $1 056 297.

Al so overexpenditures of $14 909 was noted
in the Famly Preservati on Special Revenue
Fund.

Funds were expended out of several
departments before the appropriate
budget anendnents were nade

The Board failed to adopt the budget
anendnents prior to fiscal year end.

Swai n County shoul d not expend any
funds unless there is adequate anounts
in the particular departnment budget.

The County agrees with this finding.

Even t hough the County anended the
budget, the County did not fully
correct this finding fromthe
previ ous year.

Fi ndi ngs and Questioned Costs Related to Federa

Awar ds:

U. S. Departnent of Heal

th and Human Servi ces

Passed through the N.C. Departnent of Health and Human Services
Program Nanme: Medicaid Assistance Program (Medicaid, Title Xl X)

CFDA # 93.778
Fi ndi ng 2011-6 Signifi

Eligibility

cant Defi ci ency

Criteria: 1In accordance with eligibility review docunents,
files should contain incone verification budgets
showi ng total countable nonthly incone.

Condi ti on: One appl

cant file did not contain an incone

budget wor ksheet .
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Findings and Questioned Costs Related to Federal
Awards: Continued:

Questioned Costs: Not applicable. This file was a
Redetermination case. Prior years case was
determined eligible.

Context: We examined 60 case files out of a population of
2949 case files.

Effect: There could be a change in benefits issued.
Cause: Error in documenting the income budget on this
Redetermination.

Recommendation: Better training in the are of documentation.

Management Response: The County agrees with this finding.

Finding 2011-7 Significant Deficiency

Eligibility

Criteria: In accordance with eligibility review documents,
files should contain health insurance verification.

Condition: One applicant file did not contain health insurance
verification.

Questioned Costs: Not applicable. Online verification did not
provide evidence of client being insured nor did the
client respond to the question on application
concerning health insurance coverage.

Context: We examined 60 case files out of a population of
2949 case files.

Effect: There could be a change in benefits issued.
Cause: Error in documentation.
Recommendation: Better training in the area of documentation.

Management Response: The County agrees with this finding.

Finding 2011-8 Significant Deficiency

Eligibility

Criteria: In accordance with eligibility review documents,
files should contain liquid asset verification.

Condition: One applicant file did not contain liquid asset
verification.
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Findings and Questioned Costs Related to Federal
Awards: Continued:

Questioned Costs: Not applicable. This file did not have
proper documentation. ,

Context: We examined 60 case files out of a population of
2949 case files.

Effect: There could be a change in benefits issued.
Cause: Error in documentation.
Recommendation: Better training in the area of documentation.

Management Response: The County agrees with this finding.

Finding 2011-9 Significant Deficiency
Eligibility

Criteria: In accordance with eligibility review documents,
files should contain real property verification.

Condition: Seven applicant files did not contain real property
verification.

Questioned Costs: Not applicable. Online verification was
performed, but there was no printed documentation
in the files to verify real property
verification.

Context: We examined 60 case files out of a population of
2949 case files.

Effect: There could be a change in benefits issued.
Cause: Error in documentation.
Recommendation: Better training in the area of documentation.

Management Response: The County agrees with this finding.
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Findings and Questioned Costs Related to Federal
Awards: Continued:

U.S. Department of Health and Human Services

Passed through the N.C. Department of Health and Human Services
Program Name: Children’s Health Insurance Program

CFDA # 93.767

Finding 2011-10 Significant Deficiency

Eligibility

Criteria: In accordance with eligibility review documents,
files should contain income verification showing
total countable monthly income.

Condition: One applicant file did not contain an income
verification.

Questioned Costs: Not applicable. The file was a
Redetermination case. Prior years case was

determined-eligible.

Context: We examined 25 case files out of a population of
146 case files.

Effect: There could be a change in benefits issued.

Cause: Error in documenting the income verification
upon redetermination.

Recommendation: Better training in the area of documentation.

Management Response: The County agrees with this finding.

Section IV. Findings and Questioned Costs Related to State
Awards:

U.S. Department of Health and Human Services
Passed through the N.C. Department of Health and Human Services
Program Name: Medicaid Assistance Program (Medicaid, Title XIX)

CFDA # 93.778
Finding 2011-11 Significant Deficiency
Eligibility
Criteria: In accordance with eligibility review documents,
files should contain income verification budgets

showing total countable monthly income.

Condition: One applicant file did not contain an income
budget worksheet. ’
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Findings and Questioned Costs Related to State

Awards: Continued:

Questioned Costs: Not applicable. This file was a

Context:

Effect:

Cause:

Redetermination case. Prior years case was
determined eligible.

We examined 60 case files out of a population of
2949 case files.

There could be a change in benefits issued.

Error in documenting the income budget on this
Redetermination.

Recommendation: Better training in the are of documentation.

Management Response: The County agrees with this finding.

Finding 2011-12 Significant Deficiency

Eligibility

Criteria:

Condition:

In accordance with eligibility review documents,
files should contain health insurance verification.

One applicant file did not contain health insurance
verification.

Questioned Costs: Not applicable. Online verification did not

Context:

Effect:

Cause:

provide evidence of client being insured nor did the
client respond to the question on application
concerning health insurance coverage.

We examined 60 case files out of a population of
2949 case files.

There could be a change in benefits issued.

Error in documentation.

Recommendation: Better training in the area of documentation.

Management Response: The County agrees with this finding.

Finding 2011-13 Significant Deficiency

Eligibility

Criteria:

Condition:

In accordance with eligibility review documents,
files should contain liquid asset verification.

One applicant file did not contain liquid asset
verification.
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Findings and Questioned Costs Related to Federal
Awards: Continued:

Questioned Costs: Not applicable. This file did not have
proper documentation.

Context: We examined 60 case files out of a population of
2949 case files.

Effect: There could be a change in benefits issued.
Cause: Error in documentation.
Recommendation: Better training in the area of documentation.

Management Response: The County agrees with this finding.

Finding 2011-14 Significant Deficiency
Eligibility

Criteria: In accordance with eligibility review documents,
files should contain real property verification.

Condition: Seven applicant files did not contain real property
verification.

Questioned Costs: Not applicable. Online verification was
performed, but there was no printed documentation
in the files to verify real property
verification.

Context: We examined 60 case files out of a population of
2949 case files.

Effect: There could be a change in benefits issued.
Cause: Error in documentation.
Recommendation: Better training in the area of documentation.

Management Response: The County agrees with this finding.
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SWAI N COUNTY, NORTH CAROLI NA

CORRECTI VE ACTI ON PLAN

FOR THE YEAR ENDED JUNE 30, 2011

Fi nanci al Statenment Findi ngs

Fi ndi ng: 2011-1

A Nane of Contact Person: Kevi n Ki ng,
County Manager

B. Corrective Action: The County believes it is cost
prohibitive to correct at the
present tinme.

C. Proposed Conpl etion Date: N A

Fi ndi ng: 2011-2

A Nanme of Contact Person: Kevi n King,
County Manager

B. Corrective Action: The County is in the process of
obt ai ni ng new software.

C. Proposed Conpl etion Date: The Board is to inplenent the
above before the reval uation
t akes pl ace.

Fi ndi ng: 2011-3

A Name of Contact Person: Kevi n King,
County Manager

B. Corrective Action: The County will hire additional
staffing for recreation when it
is able to do so.

C. Proposed Conpl etion Date: N A

Fi ndi ng: 2011-4

A Name of Contact Person: Kevi n King,
County Manager

B. Corrective Action: The County does not have
adequate staffing to correct
at the present tine.

C. Proposed Conpl etion Date: N A
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Section | Fi nanci al Statenent Findings: Cont i nued:

Fi ndi ng: 2011-5

A Nanme of Contact Person: Kevi n Ki ng,
County Manager

B. Corrective Action: Budget anendnents will be
approved by the Board before
expendi tures are made out of
depart nents whi ch have
exceeded the original budget.

C Proposed Conpl etion Date: The Board will inplenment the
above as soon as possible

Section |1 Federal Award Findi ngs:

Fi ndi ng: 2011-6 through 2011-10

A Nanme of Contact Person: Jerry Snmith
DSS InterimDirector

B. Corrective Action: DSS case workers will receive
additional training relative
to docunent ati on.

C. Proposed Conpl etion Date: The DSS Board wi Il inplenment
t he above as soon as possi bl e.

Section Il State Award Fi ndi ngs:

Fi ndi ng: 2011- 11 through 2011-14

A Nanme of Contact Person: Jerry Snmith
DSS InterimDirector

B. Corrective Action: DSS case workers will receive
additional training relative
to docunentati on.

C Pr oposed Conpl etion Date: The DSS Board will inplenment
t he above as soon as possi bl e.
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SVWAI N COUNTY, NORTH CAROLI NA

SUMMARY SCHEDULE OF PRI OR YEAR AUDI T FI NDI NGS

There was one audit finding relative to internal controls
concerning hiring an internal auditor. The County feels it is not
economcally feasible to hire additional staff at this tine.

There was one audit finding concerning fund raising activities by the
Sheriff’'s department. This finding was corrected.

There was one audit finding relative to segregation of duties in the
Recreation departnment. This finding was not corrected.

There was one audit finding for the year ended June 30, 2010 concerni ng
certain departnments being over expended. Budget anendnents were made

t hroughout the year. However, several departnments were again over
expended due to auditor reclassifications, booking of certain
unf or eseen accounts payabl e, and ni sconmuni cation between the budget
officer, DSS and Health departnents.
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SWAI N COUNTY

SCHEDULE OF EXPENDI TURES OF FEDERAL AND STATE AWARDS

FOR THE FI SCAL YEAR ENDED JUNE 30, 2011

Program Title

FEDERAL AWARDS:

U S. Department of Agriculture
Passed Through N. C. Departnent of
Heal t h and Human Servi ces:
Di vi si on of Social Services:
Suppl emrental Nutrition Assistance
Program Cl uster:
Admi ni stration
Comoditi es — Food Distribution
Subt otal Suppl enental Nutrition
Assi stance Program Cl uster

Di vi sion of Public Health:
Speci al Suppl emental Nutrition Food Program

for Wonen, Infants and Children:

Adm ni stration

Direct Benefit Paynents

Comodities — Food Distribution

Subt otal Special Supplemental Nutrition

Food Program for Wonen, Infants and
Chil dren

Direct Program
Forest Funds

Total U.S. Department of Agriculture

U. S. Departnment of Justice
Direct Program

COPS — Met hanphet am ne

CBA — Juvenil e Justice

Total U.S. Departnent of Justice

U S. Departnent of Housing and Urban Devel opnent
Passed Through N. C. Departnent of Comrerce:
Conmuni ty Devel opnent Bl ock G ant

U S. Departnent of Transportation

Passed through N. C. Departnent of Transportation:

CGovernor’s Hi ghway Safety Program

Feder al

CFDA

10.
10.

10.
10.
10.

10.

16.
16.

14.

20

Nunber

561
568

557
557
557

665

710
540

228

601

State

Pass Through
Gantor’s

Nunber

Feder al
Expendi t ur es

Page 1 of 5

State Local
Expendi t ur es Expendi t ur es

K8- 2010

225

019
143

$ 11 989 $
42 495

229

162

54 484

66
132

000
735
259

203

994

43

875

477

031

54 484

24
65

442
395

89

837

25

912

216
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State
Feder al Pass Through
CFDA Gantor’s Feder al State Local
Program Title Nunber Nunber Expendi t ures Expendi t ures Expendi t ures
U S. Department of Health & Human Services
Passed Through N. C. Departnent of Health
and Human Servi ces:
Di vi si on of Medi cal Assistance:
Medi caid Cluster:
Medi caid - Administration 93.778 409 112 81 800
Medi caid — Adnministration - ARRA 93. 778- ARRA 1 251
Medi caid — Direct Benefit Paynents 93.778 17 562 542 5 954 093
Subt ot al Medi cal Assistance Cl uster 17 972 905 6 035 893
Di vi sion of Social Services:
Foster Care Custer:
| VE Foster Care — Administration 93. 658 226 397 92 483
| VE Foster Care — Direct Benefits Paynents 93. 658 526 489 46 955 3 773
Subtotal — |VE Foster Care 752 886 139 438 3 773
Adopti ve Assistance — Administrative 93. 659 1 394
Adopti ve Assistance — Direct Benefits
Payment s 93. 659 38 720 28 076 5 284
Subt ot al Adoptive Assistance 40 114 28 076 5 284
Subt ot al Foster Care Custer 793 000 167 514 9 057
TANF — Administration 93. 558 541 701
TANF — Direct Benefits Paynents 93. 558 89 464 (38) 890
Subt ot al TANF 631 165 (38) 890
Low | ncome Energy Assistance —
Adm nstration 93. 568 102 004
Low I ncome Energy Assistance — Direct
Benefits Paynments 93. 568 218 396
Subtotal Low | ncone Energy Assistance 320 400
I ndependent Living Links — Adm nistration 93.674 1 638 140
I ndependent Living Links — Direct
Benefits Paynments 93.674 3 100
Subt ot al | ndependent Living Links 4 738 140
Per manency Pl anning — Adm ni stration 93. 645 46 746 25 634
Children's Health Insurance Program 93. 767 27 226 7 835
Child Support Enforcenent 93. 563 174 537
Soci al Services Bl ock G ant 93. 667 123 280 7 348
Fam |y Preservation Grant — Administration 93. 556 2 423
Fam |y Preservation G ant 93. 556 79 534

Subtotal Family Preservation G ant 81 957
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Program Title

Di vi sion of Public Health:
Adult Heal th
Mat ernal and Child Health
Child Services Coordi nation
Honme Community Bl ock G ant
Subtotal Child Health

Heal t h Pronoti on

Breast and Cervical Cancer
Fam |y Pl anni ng

W se Worren

| mmuni zati on Action Pl an
Bioterrorism Projects

Total U.S. Departnent of Health
and Human Services

U S. Departnment of Honel and Security
Passed through N. C. Departnent of Crinme
Control and Public Safety:
Enmer gency Managenent Assi stance

Total Federal Awards

STATE AWARDS

N. C. Department of Public Instruction:
Publ i c School Building Capital Fund

N. C. Departnent of Health and Human Servi ces:

Page 3 of 5

Di vi sion of Public Health:
Smart Start (Region A)
Health Aid to Counties
Tubercul osi s
Envi ronmental Heal th Services
Communi cabl e Di sease
Food and Lodgi ng
H VvV
QO her County Admi nistration
SC/ SA Domiciliary Care
CPS Expansi on
SFHF Maxi ni zati on
H1N1

Di vi si on of Social Services:
State Foster Hone

Total N. C. Departnent of Health
and Human Servi ces

State Feder a
Feder al Pass Through (Direct and
CFDA Grantor’s Pass Through) State Loca
Nunber Nunber Expendi t ur es Expendi t ur es Expendi t ur es
93.994 18 502
93.994 39 016
93.994 5 841
93.994 144 763
208 122
93. 991 23 377
93.919 16 888
93. 217 138 813
93.919 7 175
93. 268 1 886
93. 283 47 261
20 619 476 6 244 326
97.029 EMPG 37173 45 156
21 263 628 6 298 810 9 947
237 561
26 998
115 935
2 331
4 000
10 535
4 423
500
8 010
85 948 85 948
35 500
383 803 4 132
47 837
61 510 10 104
787 330 100 184
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Grant or/ Pass- Thr ough
Grantor/Program Title

N.C. Departnment of Adninistration
Vet erans Service

N. C. Department of Agriculture
Cooper ative Extension
Soi|l and Water Conservation District Technician

Total N.C. Department of Agriculture

N.C. Department of Transportation
El derly and Di sabl ed Transportati on Assi stance
Rural General Public
Work First

Total N. C. Departnent of Transportation

N. C. Departnment of Environnent and Natural Resources

Feder al
CFDA
Nurber

State Feder al
Pass Through (Direct and
Grantor’s Pass Through)
Nunber Expendi t ures

State

Expendi t ures

Page 4 of 5

Local

Expendi t ures

Cl ean Water Bond Act of 1998

Total State Awards

Tot al Federal and State Awards

2

000

133
17

505
419

150

924

60
55

773
999
278

124

050

87

249

1 389

114

$ 21 263 628

$ 7687 924

924

$

110 131
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Note 1 — Basis of Presentation:

The accompanying schedule of expenditures of Federal and State awards includes the
Federal and State grant activity of Swain County and is presented on the modified accrual
basis of accounting. The information in this schedule is presented in accordance with the
requirements of OMB Circular A-133, Audits of States, Local Governments and Non—-Profit
Organizations, and the State Single Audit Implementation Act. Therefore, some amounts
presented in this schedule may differ from amounts presented in, or used in the preparation
of, the basic financial statements. Benefit payments are paid directly to recipients and
are not included in the County’s general purpose financial statements. However, due to the
County’s involvement in determining eligibility, they are considered Federal awards to the
County and are included in this schedule.

Note 2 - Subrecipient Pass Throughs:

Federal and State Awards which have been passed through to subrecipients:

i Federal
Subrecipient Program Name CFDA # Federal State
Swain County
Board of
Education Forest Funds 10.665 $ 43 875 S
Southwest Community Based
Commission Alternatives 16.540 65 395
State of
Franklin EHTAP N/A 60 773
State of Rural General
Franklin Public N/A 55 999
Swain County Public School
Board of Building

Education Capital Fund N/A 237 561



