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December 15,  2006 
 
 
 
The Board of County Commissioners 
Stanly County, North Carolina: 
 
The Comprehensive Annual Financial Report (CAFR) of Stanly County for the fiscal year ended 
June 30, 2006 is hereby submitted. The County is responsible for the accuracy, completeness, and 
fairness of the presentation, including all disclosures.  The data presented is materially accurate and 
the financial statements fairly present the County’s financial position as measured by activity in the 
various funds.  All disclosures have been included as necessary to enable a reader to  understand 
the County’s financial activities. 
 
The Comprehensive Annual Financial Report is divided into four sections.  (1) The transmittal letter, 
the county organization chart, and list of principal officials are in the introductory section. (2) 
Included in the financial section are the independent auditor’s report, management’s discussion and 
analysis, the basic financial statements (government-wide financial statements, fund financial 
statements, and notes), required supplementary information, the combining and individual fund 
financial statements, and schedules. (3) Selected financial and demographic information are 
presented in the statistical section, often with multiple-year comparisons.  (4) The compliance 
statements are reported in the fourth and final section. 
 
The Governmental Accounting Standards Board (GASB) by Statement No. 34 requires that 
management provide a narrative introduction, overview and analysis to accompany the Basic 
Financial Statements in the form of management’s discussion and analysis (MD&A).  This letter of 
transmittal is intended to complement the MD&A and should be read in conjunction with it.  The 
MD&A can be found immediately following the Independent Auditor’s Report. 
 
The County must submit a compliance/single audit to conform to provisions of the Single Audit 
Implementation Act and the U.S. Office of Management and Budget Circular A-133, “Audits of 
States, Local Governments, and Non-Profit Organizations.”  Information related to this single audit, 
including the “Schedule of Expenditures of Federal and State Awards”, findings, recommendations, 
and the independent auditor’s reports on the internal control structure and compliance with 
applicable laws and regulations, are presented in the compliance section of the report. 
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DESCRIPTION OF COUNTY 
 
Stanly County is located in the south central portion of North Carolina, about forty miles 
northeast of Charlotte.  It is a county of lakes, rolling farmland and small towns. Industry 
includes textile, modular home, aluminum ingot, and aircraft tire manufacturing.  Badin and 
Tillery lakes form the entire eastern boundary of the county, and provide recreational 
activities such as skiing, swimming, boating, and fishing.  Tillery lake also serves as the 
reservoir for the Tillery Hydroelectric Plant.  Morrow Mountain State Park is bounded on two 
sides by Lake Tillery, and covers 4,693 acres of the ancient Uwharrie Mountains.  This 
beautiful park is an important tourist attraction for the county.   
 
DESCRIPTION OF GOVERNMENT  
 
Stanly County is governed by a commission/manager form of government.  The five-
member board of commissioners is elected to four-year staggered terms.  The County 
provides a full range of services as follows: public safety (law enforcement, detention 
facilities, funds for fire protection in unincorporated areas, building inspection, emergency 
medical services, and E-911 emergency telephone service); human services (social 
services, public health, senior services, and veterans services); culture and recreation 
(library, historic museum, and civic center); environmental protection (soil and water 
conservation services, and solid waste collection and disposal services); public utilities 
(water and sewer services); airport services; and general government services.  In addition 
the County provides financial support to the Stanly County Board of Education, Stanly 
Community College, Piedmont Mental Health Authority, and various non-profit 
organizations that provide services to Stanly County residents.  
 
EDUCATIONAL INSTITUTIONS 
 
Educational institutions include Pfeiffer University, Stanly Community College and the 
Stanly County Public School System.  Pfeiffer University, founded in 1885, is a four-year 
college that offers accredited undergraduate degree programs in twenty-nine different 
majors, day and evening classes, and continuing education courses at all of its campuses. 
Various satellite campuses also offer graduate programs in business administration, health 
administration, and organization management.  
 
Stanly Community College is governed by a thirteen-member appointed board of trustees 
that offers two-year degree programs with standard courses that are eligible for transfer to 
four-year institutions of higher learning.  It also offers technical and trade courses. The 
County contributes funds to the community college.   
 
For financial reporting purposes, in conformance with the Governmental Accounting 
Standards Board (GASB), the County includes in the report all funds that are considered to 
be within its oversight responsibility.  Because the school administrative unit and the 
community college listed above do not meet the criteria for inclusion in the general purpose 
financial statements of Stanly County, their financial statements are not included in this 
report.  Audited financial statements for the school administrative unit and the community 
college are available from their respective business offices.   
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ECONOMIC CONDITION AND OUTLOOK 
 
The Stanly County economy has somewhat recovered from a downturn suffered between 
2002 and 2004.  Three formerly strong segments of the Stanly County economy 
experienced downsizing during those years and the unemployment rate soared.  First, 
ALCOA, which had been a major employer for decades, dismissed most of its employees 
and terminated production.  Next, several long-standing textile plants ceased operations.  
Finally, a very strong mobile home manufacturing industry had to scale back temporarily.   
 
The mobile home manufacturing industry has recovered and has been hiring employees.  
Several small manufacturing operations have located to the county and hired local workers.  
Wall-Mart opened a super store, which indicates optimism in the local economy.  The 
current county unemployment rate has declined from about 9% in 2003, to about 5.5%  at 
June 30, 2006.  This compares to a state rate of 4.8 percent.   
 
 
Gross retail sales for fiscal year 2006 were estimated at $680,000,000, up slightly from 
$678,000,000 in 2005.  Declining manufacturing operations, accelerated depreciation on 
manufacturing equipment, and the closing of retail and commercial establishments 
continues to contribute to low growth in property tax values.  The $62,000,000 increase in 
tax value is only a 1.58% increase.   
 
The North Carolina Department of Transportation has temporarily ceased construction on 
the widening of Highway 24/27 due to lack of funding.  This is a disappointment to county 
leaders because a four-lane highway to Charlotte is expected to enhance economic 
development.  Similarly, a proposed north-south four lane project for Highway 52 is being 
delayed.  
 
MAJOR INITIATIVES 
 
Economic Development and water and sewer expansion are two of the highest priorities 
for the governing body.  A $1,800,000 sewer improvement project for the Badin area, 
and a $4,100,000 water line extension project were completed in the fall of 2005.  The 
county commissioners created a water authority in 2006 as a tool for securing grant 
funding and as a means of completing water line installation.   
 
Construction on an $8,500,000 jail addition and improvement project began in June, 
2006, with completion scheduled for spring 2008.  Funding is being provided by a 
$1,500,000 USDA loan, a $5,500,000 installment loan, and by a $1,500,000 
appropriation from fund balance.    
 
 
AIRPORT 
 
The Stanly County Airport has been continuously expanding and improving over the last 
decade.  With assistance from numerous federal, state and military grants, the airport has 
become a full-service, all-weather capable facility.  Parallel runways of 3,500 and 5,500 
feet, and a 5,500 feet parallel taxiway accommodate aircraft weighting up to 155,000 
pounds, about twice the capability of usual general aviation airports.  A control tower 
operates twelve hours per day, five days per week.  
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The North Carolina Air National Guard has installed the infrastructure for a radar approach 
control facility (RAPCON) and it should be available by the end of the calendar year.  At 
that time Stanly County Airport will be the only general aviation airport in the United States 
with radar approach control.  This radar approach and the control tower combine to 
increase efficiency and provide a much safer, controlled environment that is attractive to 
business, industry and military.  More traffic translates into increased fuel sales and 
revenues. 
 
Two large hangars capable of storing fourteen small to medium sized (cabin class) aircraft 
were constructed in 2005. Each hangar building has office space for customers.   
 
Another project in progress is the installation of perimeter fencing that will address security 
concerns expressed by federal agencies.  The Federal Aviation Administration (FAA), the 
Air National Guard, and Stanly County are providing funding for the project.   
 
The Stanly County Airport is the home base of the North Carolina Air National Guard 118th 
Air Support Operations Squadron, the 145th Civil Engineering Squadron’s Home Station 
Training Site, the 235th Air Traffic Control Squadron, and the 263rd Composite Maintenance 
Facility.    
 
The Stanly County Airport and the Air National Guard are critical to disaster response 
efforts, as was demonstrated in 1999 during Hurricane Floyd, and more recently after 
Hurricane Isabella.  The airport is the logistical staging facility for military troops and civilian 
disaster response teams who deploy during natural disasters with portable generators and 
other basic life support systems warehoused at a state emergency facility located at the 
Stanly County Airport.  A new ramp constructed last year provides easy access to aircraft 
involved in emergency disaster assistance. 
 
 
 
TRANSPORTATION 
 
Transportation within the County is very important to the board of commissioners.  The 
board established a transportation system in 1986 to serve the entire county.  SCUSA 
Transportation currently operates 21 vehicles which are handicapped accessible.  Service 
is provided Monday through Friday from 5:30 am to 6:00 pm with daily trips to medical 
facilities, community college campuses, shopping facilities, work sites, etc.  Out-of-county 
medical trips are provided on a pre-scheduled basis.  Other services provided on a limited 
basis include vehicle repair and mileage reimbursement for qualified individuals.  During 
fiscal year 2005-06, SCUSA Transportation used 26,180 service hours and drove 413,044 
miles in providing 82,878 trips. 
 
 
FINANCIAL INFORMATION 
 
General governmental funds are presented on a modified accrual basis. Revenues are 
recorded when measurable and available, and expenditures are recorded when the 
liabilities are incurred, except for accumulated compensated absences and interest on 
long-term debt.  Adjustments are made to governmental funds to convert them to full 
accrual basis that is used in presenting the government-wide statements. 
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The adequacy of internal accounting controls is considered when evaluating and 
developing the accounting system.  Internal accounting controls are designed to provide 
reasonable, but not absolute, assurance regarding (1) the safeguarding of assets against 
loss from unauthorized use or disposition, and (2) the reliability of financial records for 
preparing financial statements and maintaining accountability for assets.  The concept of 
reasonable assurance recognizes that (1) the cost of a control should not exceed the 
benefits likely to be derived, and (2) the evaluation of costs and benefits require estimates 
and judgments by management.  Stanly County's internal accounting controls adequately 
safeguard assets and provide reasonable assurance for properly recording financial 
transactions. 
 
Budgeting Controls 
 
In government, much more than in business, the budget is an integral part of the 
accounting system.  Legal limits on spending are created by an annual budget ordinance or 
by special project ordinances. In Stanly County, appropriations in the General Fund are  
budgeted on a function basis.   In other funds the budget may be adopted at the function or 
fund level.  However, for internal accounting purposes, budgetary control is maintained on a 
specific line-item basis with an encumbrance system. As purchase orders are issued, 
corresponding appropriations are reserved for later payment.  If an over-encumbrance of 
the budget level would result, purchase orders would not be written until additional 
appropriations were approved.  Encumbrances remaining at the end of the June 30 fiscal 
year are cancelled, and all appropriations except capital projects lapse.  Encumbrances 
consummated subsequent to the year-end are charged to the next year’s appropriations. 
 
 
Cash Management 
 
Idle cash during the year was invested either in fully insured or collateralized certificates of 
deposit, or in demand deposits in the State authorized mutual fund whose portfolio consists 
of instrument types noted above.   Maturities ranged from 90 to 365 days.  
 
The amount of investment earnings for the General Fund for year 2006 was $804,029, 
which was an increase of 200% from 2005.  Total investment earnings for all funds 
increased 202%. The increase in all funds resulted primarily from a significant increase the 
rate banks paid on certificates of deposit and for overnight deposits.   The average yield on 
maturing investments in 2006 was 4.15% compared to 2.25% in 2005.  The General Fund 
investment income amounts to the equivalent of $2.12 cents on the tax rate.  For all general 
governmental funds, investment income was $921,555 or $2.437 equivalent on the tax rate. 
 
A table of investments on June 30, 2006 is as follows:  
 
  INVESTMENT             MARKET VALUE 
 
  Certificates of Deposit               $11,000,000 
  N.C. Cash Management Trust                   4,480,289 
     
     TOTAL                          $15,480,289  
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Risk Management 
 
The County is exposed to various risks such as torts, property loss and damage, errors and 
omissions, employee injuries, and natural disasters.  The County provides worker’s 
compensation coverage through a self-insured program administered by a third party. The 
workers’ compensation coverage is the statutory limit.  
 
The County carries commercial insurance for all other loss risks, including general liability, 
public official liability, vehicle, and property.  Settled claims from these risks have not 
exceeded commercial insurance coverage in any of the last three fiscal years. 
 
OTHER INFORMATION 
 
Independent Audit 
 
North Carolina general statutes require each local government unit to have its financial 
statements audited annually by a certified public accountant, or by an accountant certified 
by the North Carolina Local Government Commission as qualified to audit local government 
accounts.  The auditor is selected by and reports to the Board of County Commissioners.  
This requirement has been complied with and the independent auditors' report has been 
included herein. 
 
Federal and state single audit acts require auditors to study internal controls and perform 
additional tests on transactions involving grant funds.  The auditors' report on this work is 
included in the "Compliance Section" of this publication.  Any findings or questioned costs 
reported in this section are subject to subsequent review by the appropriate grantor 
agencies.  The review could result in refunds of grant money if any expenditures are 
deemed improper.  Every effort has been made to insure all disbursements were made in 
accordance with grant stipulations. 
 
 
 
Awards 
 
The Government Finance Officers Association of the United States and Canada (GFOA) 
awarded a Certificate of Achievement for Excellence in Financial Reporting to Stanly 
County for its comprehensive annual financial report (CAFR) for the fiscal year ended June 
30, 2005.   The Certificate of Achievement is a prestigious national award that recognizes 
conformance with the highest standards in preparing state and local government financial 
reports.  In order to be awarded a Certificate of Achievement, a governmental unit must 
publish an easily readable and efficiently organized comprehensive annual financial report, 
whose contents conform to program standards.  The CAFR must satisfy both generally 
accepted accounting principles and applicable legal requirements. 
 
A Certificate of Achievement is valid for a period of one year only.  Stanly County has 
received a Certificate of Achievement for the last fifteen (15) consecutive years.  We 
believe the current report satisfies the Certificate of Achievement Program requirements, 
and it is being submitted to the GFOA. 
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INDEPENDENT AUDITORS' REPORT 
 
 
 
Board of County Commissioners  
Stanly County 
Albemarle, North Carolina 
 
We have audited the accompanying financial statements of the governmental activities, the business-type 
activities, each major fund, and the aggregate remaining fund information of Stanly County, North 
Carolina as of and for the year ended June 30, 2006, which collectively  comprise the County’s basic 
financial statements as listed in the table of contents.  These financial statements are the responsibility of 
Stanly County’s management.  Our responsibility is to express an opinion 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 basic financial statements.  An audit also includes assessing the accounting principles 
used and significant estimates made by management, as well as evaluating the overall basic financial 
statement presentation.  We believe that our audit provides a reasonable basis for our opinion. 
 
In our opinion, based on our audit, the financial statements referred to above present fairly, in all material 
respects, the respective financial position of the governmental activities, the business-type activities, each 
major fund, and the aggregate remaining fund information of Stanly County, North Carolina as of June 
30, 2006, and the respective changes in financial position and cash flows,  where appropriate, thereof and 
the respective budgetary comparison for the general fund for the year then ended in conformity with 
accounting principles generally accepted in the United States of America. 
 
In accordance with Government Auditing Standards, we have also issued our report dated November 7, 
2006 on our consideration of Stanly County, North Carolina’s internal control over financial reporting 
and our tests of its compliance with certain provisions of laws, regulations, contracts, and grants. 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. 
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Proprietary Funds – Enterprise and internal service funds are the only kind of proprietary funds 
maintained by Stanly County.   Enterprise funds are used to report the same functions that are 
presented as business-type activities in the government-wide financial statements.  Enterprise funds 
account for water and sewer activities and airport operations.  These funds are the same business-type 
activities as shown in the Statement of Net Assets and in the Statement of Activities.  
 
The Group Health Fund is an internal service fund used to account for the medical self-insurance plan 
and worker’s compensation benefits.   
 
Fiduciary Funds – Fiduciary funds are used to account for resources held for the benefit of parties 
outside the government.  Stanly County maintains five agency funds and has no permanent fiduciary 
funds. 
 
Notes to the Financial Statements – The notes provide additional information that is essential to fully 
understanding data provided in the government-wide and fund financial statements.  The notes to the 
financial statements begin on page 23 of this report.  
 
Other Information – In addition to the basic financial statements and accompanying notes, this report 
includes certain required supplementary information concerning funding of employee pension 
obligations.  Required supplementary information can be found beginning on page 52 of this report.  
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Stanly County’s total debt decreased by $1,577,686 (6.06 %) during the past fiscal year, primarily due 
to regularly scheduled debt payments.   
 
As mentioned in the financial highlights section of this document, Stanly County maintained for the sixth 
consecutive year its A2 bond rating from Moody’s Investor Service and an A rating from Standard and 
Poor’s Corporation .  These bond ratings are an indication of sound financial condition.   
 
The State of North Carolina limits the amount of general obligation debt that a unit of government can 
issue to 8% of the total assessed value of taxable property located within that government’s 
boundaries. The legal debt margin for Stanly County is $291,428,260.  The County has no authorized 
but un-issued bonds at June 30, 2006.  
 
Additional information regarding Stanly County’s long-term debt can be found in note III beginning on 
page 44 of this audited financial report. 
 
Economic Factors and Next Year’s Budgets and Rates 
 
The following key indicators reflect the economic status of Stanly County. 
 
• The County is experiencing a moderate unemployment rate of 5.5%, which is higher than the state 

average of 4.8% 
 
• Retail vacancy rates remain stable  
 
• Manufacturing jobs have increased over the prior year 

 
Budget Highlights for the Fiscal Year Ending June 30, 2007 

 
Governmental Activities:  Property tax values are expected to grow by less than 3%, primarily 
because of changes in the calculation for depreciation.  Solid waste and other fees increased slightly.  
 
General Fund expenditures were budgeted to rise from $51,234,730 to $54,146,371 which is a 5.7% 
increase.  The largest increments are for employee compensation and benefits.  Debt service outlay 
was increased by $527,000 to fund the first year of debt payments on the new jail. 
 
Business-type Activities: The water and sewer rates were increased primarily to achieve financial 
self-sufficiency. 
 

Requests for Information 
 
This report is designed to provide an overview of the County’s finances.  Questions concerning any of 
the information found in this report or requests for additional information should be directed to the 
Director of Finance, Stanly County, 1000 North First Street, Suite 10B, Albemarle, North Carolina, 
28001.  
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GENERAL FUND 
 

 
The General Fund accounts for resources traditionally associated with government that are not 
required legally or by sound management to be accounted for in other funds.  The following schedule 
provides for a detail result of the General Fund’s budgetary and actual revenues and expenditures. 
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NONMAJOR GOVERNMENTAL FUNDS 
 

 
Nonmajor Funds account for the proceeds of special revenue sources that are legally restricted to the 
expenditure for specific purposes.  The financial information for Major Funds is found on Exhibit C 
and D. 
 
Individual Fund Descriptions: 

 
• Community Development Block Grant Scattered Site Housing – accounts 

for the funds designated for housing improvement. 
 

• Community Development Block Grant Jobs – accounts for the funds 
designated for community college jobs training. 

 
• Community Development Block Grant Gas Line – accounts for the funds 

designated for the installation of gas lines. 
 

• Emergency Telephone System Fund – accounts for the revenues 
earmarked for the installation of emergency 911-phone system. 

 
• Fire District Fund – account for the revenues of the fourteen fire districts in 

Stanly County. 
 

• Jail Construction Fund – accounts for future improvements to the County 
Jail. 

 











 

BUDGETARY INFORMATION - GOVERNMENTAL FUNDS 

 
Special revenue budget and actual results for fiscal June 30, 2006. 
 
 Individual Fund Descriptions: 
 
 

• Community Development Block Grant Scattered Site Housing – accounts 
for the funds designated for housing improvement. 

 
• Community Development Block Grant Jobs – accounts for the funds 

designated for community college jobs training. 
 
• Community Development Block Grant Gas Line – accounts for the funds 

designated for the installation of gas lines. 
 

• Emergency Telephone System Fund – accounts for the revenues 
earmarked for the installation of emergency 911-phone system. 

 
• Fire District Fund – account for the revenues of the fourteen fire districts in 

Stanly County. 
 

• Jail Construction Fund – accounts for future improvements to the County 
Jail. 

 















 

 
 

BUDGETARY INFORMATION - ENTERPRISE FUNDS 
 

 
Enterprise Funds are used to account for operations that are financed and operated in a manner 
similar to private business enterprises - where the costs of providing services are financed primarily 
through user charges.  The State of North Carolina requires that the enterprise funds be budgeted on 
a modified accrual basis.  The following statements are not in accordance with GAAP 
 
Individual Fund Descriptions: 
 

• Greater Badin Water and Sewer District Fund – accounts for revenues and 
expenses of the special utility district established to provide water and sewer 
services to the Badin community. 

 
• Piney Point Water District Fund – accounts for revenues and expenses of 

the special utility district established to provide water services to the Piney 
Point community. 

 
• Utility Operating Fund – accounts for revenues and expenses of the 

County’s water and sewer services. 
 

• Airport Operating Fund – accounts for the revenues and expenses of the 
County’s public airport facility. 

 



















 

BUDGETED PROJECT FUNDS 
 

 
 
Project Funds – accounts for capital projects that are planned to extend beyond one fiscal year.  
Project funds are closed to their parent fund at the end of each fiscal year and are reversed at the 
beginning of the next fiscal year to their respective project funds until such time the projects are 
accepted as complete.   
 
Individual Project Descriptions: 
 

• Badin Sewer Project Fund – accounts for the revenues and expenses for the repair 
& replacement of the Badin Sewer Collection System. 

 
• School Water Extension Project Fund – accounts for the revenues and expenses 

for the extension of water to the County’s school system. 
 

• Highway 52 Project Fund – accounts for the revenues and expenses for the 
extension of water lines along Highway 52 and Dennis Road. 

 
• Aquadale School Sewer Project Fund – accounts for the revenues and expenses 

for the extension of a sewer line and construction of a pump station for Aquadale 
Elementary School. 

 
• Highway 24/27 Upgrade Project Fund – accounts for the revenues and expenses for 

the upsizing of water lines along Highway 24/27. 
 
• Airport Hangar Project Fund – accounts for the revenues and expenses of the 

County’s hangar improvements. 
 

• Airport Fencing Project – accounts for the revenues and expenses for the 
installation of perimeter fencing at the County’s airport. 

 
• Airport Land Acquisition Project Fund – accounts for the revenues and expenses 

for the acquisition of land at the County’s airport. 



















 

INTERNAL SERVICE FUND 
 

 
This fund type is used to account for the financing of goods and services to other County funds and 
departments on a cost-reimbursement basis.  The County maintains one internal service fund, Group 
Health and Workers’ Compensation Fund. 
 
Individual Descriptions: 

 
• Group Health – accounts for the revenues and expenses of the County’s group health 

plan. 
 

• Workers’ Compensation – accounts for the revenues and expenses of the County’s 
self-insured workers’ compensation program that includes administration, stop loss 
insurance, and benefits paid. 





 

 
AGENCY FUNDS 

 

 
Agency Funds are used to account for assets held by the County as an agent for individuals, private 
organizations, other governments and/or other funds. 
 
Individual Fund Descriptions: 
 

• Protective Payee Fund – account for monies deposited with the County for 
the benefit of certain individuals. 

 
• Fines and Forfeitures Fund – accounts for fines designated for school 

operations.  
 

• Sheriff Court Execution Fund – accounts for funds received and disbursed 
by order of the court system. 

 
• Property Tax Clearing Funds – account for property taxes collected by the 

County on behalf of the respective cities and towns. 
 

• Delinquent Vehicle Tax Fund – accounts for delinquent vehicle taxes 
collected by the County and disbursed to the Department of State Treasurer. 
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OTHER SCHEDULES 

 
 
This section contains the following schedules: 
 

 
• General Fund Schedule of Ad Valorem Taxes Receivable 
• Analysis of Current Tax Levy 

 



 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 
 

THIS PAGE LEFT INTENTIONALLY BLANK 









 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 
 

THIS PAGE LEFT INTENTIONALLY BLANK 



 

STATISTICAL SECTION 

 
The Statistical Section contains financial trends, revenue capacity, debt capacity, demographic, 
economic, and operating information.
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COMPLIANCE SECTION 

 
The Compliance Section contains audited schedule of expenditures of Federal and State awards 
(grants).
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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 
 
 
 
Board of County Commissioners 
Stanly County 
Albemarle, North Carolina 
 
We have audited the financial statements of the governmental activities, the business type activities, each major 
fund, and the aggregated remaining fund information of Stanly County, North Carolina, as of and for the year 
ended June 30, 2006, which collectively comprises Stanly County’s basic financial statements and have issued 
our report thereon dated November 7, 2006.  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 Reporting 
 
In planning and performing our audit, we considered Stanly County’s internal control over financial reporting in 
order to determine our auditing procedures for the purpose of expressing our opinion on the financial statements 
and not to provide an opinion on the internal control over financial reporting.  Our consideration of the internal 
control over financial reporting would not necessarily disclose all matters the internal control over financial 
reporting that might be material weaknesses. A material weakness is a reportable condition in which the design or 
operation of one or more of the internal control components does not reduce to a relatively low level the risk that 
misstatements caused by error or fraud in amounts that would be material in relation to the financial statements 
being audited may occur and not be detected within a timely period by employees in the normal course of 
performing their assigned functions. We noted no matters involving the internal control over financial reporting 
and its operation that we consider to be material weaknesses. 
 
Compliance and Other Matters 
 
As part of obtaining reasonable assurance about whether Stanly 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 no 
instances of noncompliance or other matters that are required to be reported under Government Auditing 
Standards. 
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This report is intended solely for the information and use of the audit committee, management, others within the 
organization, members of the Board of 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. 
 

 
Martin Starnes & Associates, CPAs, P.A. 
November 7, 2006 
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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 
 
 
Board of County Commissioners 
Stanly County 
Albemarle, North Carolina 
 
 
Compliance 
 
We have audited the compliance of Stanly County, North Carolina, 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, 2006. Stanly County’s major 
federal programs are identified in the summary of auditors’ 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 federal programs is the responsibility of Stanly County’s management.  Our 
responsibility is to express an opinion on Stanly 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 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 Stanly 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 Stanly County’s compliance 
with those requirements. 
 
In our opinion, Stanly 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, 2006. 
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Internal Control Over Compliance 
 
The management of Stanly County is responsible for establishing and maintaining effective internal control over 
compliance with requirements of laws, regulations, contracts and grants applicable to federal programs.  In 
planning and performing our audit, we considered Stanly 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 and the State Single Audit Implementation 
Act. 
 
Our consideration of the internal control over compliance would not necessarily disclose all matters in the 
internal control that might be material weaknesses.  A material weakness is a reportable condition in which 
the design or operation of one or more of the internal control components does not reduce to a relatively low 
level the risk that noncompliance with applicable requirements of laws, regulations, contracts and grants 
caused by error or fraud that would be material in relation to a major federal program being audited may 
occur and not be detected within a timely period by employees in the normal course of performing their 
assigned functions.  We noted no matters involving the internal control over compliance and its operation that 
we consider to be material weaknesses. 
 
This report is intended solely for the information and use of the audit committee, management, others within the 
organization, members of the Board of 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.  
 
 
 
Martin Starnes & Associates, CPAs, P.A. 
November 7, 2006 
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Report on Compliance With Requirements Applicable to Each Major State Program  
and Internal Control over Compliance in Accordance with Applicable Sections of  

OMB Circular A-133 and the State Single Audit Implementation Act 
 
 
Board of County Commissioners 
Stanly County 
Albemarle, North Carolina 
 
 
Compliance 
 
We have audited the compliance of Stanly 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, 2006. Stanly 
County’s major State programs are identified in the summary of auditors’ 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 Stanly County’s management.  Our 
responsibility is to express an opinion on Stanly 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; 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 the audit to obtain reasonable assurance about whether noncompliance with 
the types of compliance requirements referred to above that could have a direct and material effect on a major 
State program occurred.  An audit includes examining, on a test basis, evidence about Stanly 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 Stanly County’s compliance with those requirements. 
 
In our opinion, Stanly 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, 2006. 
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Internal Control Over Compliance 
 
The management of Stanly County is responsible for establishing and maintaining effective internal control over 
compliance with requirements of laws, regulations, contracts and grants applicable to State programs.  In planning 
and performing our audit, we considered Stanly 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. 
 
Our consideration of the internal control over compliance would not necessarily disclose all matters in the 
internal control that might be material weaknesses.  A material weakness is a reportable condition in which 
the design or operation of one or more of the internal control components does not reduce to a relatively low 
level the risk that noncompliance with applicable requirements of laws, regulations, contracts and grants 
caused by error or fraud that would be material in relation to a major State program being audited may occur 
and not be detected within a timely period by employees in the normal course of performing their assigned 
functions.  We noted no matters involving the internal control over compliance and its operation that we 
consider to be material weaknesses. 
 
This report is intended solely for the information and use of the audit committee, management, others within the 
organization, members of the Board of 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. 
 
 
 
Martin Starnes & Associates, CPAs, P.A. 
November 7, 2006 

 
 
 
























