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November 7,  2007 
 
 
 
 
 
 
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, 2007 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 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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limited basis, such as mileage reimbursement for qualified individuals.  During fiscal year 
2006-07, SCUSA Transportation used 20,713 service hours and drove 392,079 miles in 
providing 77,888 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. 
 
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 2007 was $1,058,568, 
which was an increase of 31% from 2006.  Total investment earnings for all funds 
increased 60%. The increase in all funds resulted primarily from a continued increase in the 
rate banks paid on certificates of deposit and for overnight deposits.   The average yield on 
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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, the discretely presented component unit and the aggregate remaining fund 
information of Stanly County, North Carolina as of and for the year ended June 30, 2007, 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.  The financial statements of the Stanly Water and Sewer Authority, a component unit of 
Stanly County, were not audited in accordance with Government Auditing Standards.   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, the discretely presented component unit and the aggregate remaining fund information of 
Stanly County, North Carolina as of June 30, 2007, 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, 
2007 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. 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 the 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. 
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STANLY COUNTY, NORTH CAROLINA 
MANAGEMENT’S DISCUSSION AND ANALYSIS 

June 30, 2007 
 

9 

Governmental activities.  Governmental activities increased the County’s net assets by $3,289,531.   
Key elements of that increase were as follows:   
 
         
• Construction in process added $3,367,525 to capital assets 
• Group Health Fund surplus of $564,005 was transferred to governmental activities. 
 

 
Financial Analysis of the County’s Funds 

 
As noted earlier, Stanly County uses fund accounting to ensure and demonstrate compliance with 
finance-related legal requirements. 
 
Governmental Funds.  The focus of governmental funds is to provide information on near-term 
inflows, outflows, and balances of usable resources.  Such information is useful in assessing financing 
requirements.  Specifically, unreserved fund balance at year-end is a useful measure of resources 
available to spend in future years.    
 
The general fund is the chief operating fund.  The unreserved fund balance at the end of the fiscal year 
was $12,250,938, and total fund balance was $17,500,557.  As a measure of the general fund’s 
liquidity, it is useful to compare both unreserved fund balance and total fund balance to total fund 
expenditures.  Unreserved fund balance represents 22.74% of total General Fund expenditures, while 
total fund balance represents 32.48% of that same amount.   
 
General Fund Budgetary Highlights:  During the fiscal year, the County revised the budget on 
several occasions.  Generally, budget amendments fall into one of three categories:  1) amendments 
made to adjust the estimates that are used to prepare the original budget ordinance once exact 
information is available; 2) amendments made to recognize new funding amounts from external 
sources, such as federal and state grants; and 3) increases in appropriations that become necessary to 
maintain services.   
 
Total amendments to the General Fund increased expenditures by $2,241,793 and revenues by only 
$856,151, with the remaining $1,385,642 funded by fund balance.  A total of $1,025,886 was 
transferred to capital projects.  Another $400,000 was appropriated to document an increase in the 
transfer for school building cost from the state bond fund. 
 
Business-type activities:  Business-type activities increased Stanly County’s net assets by 
$3,446,698.   Key financial elements of business-type activities are as follows:   
 
• Capital grants and contributions increased by $2,750,063. 
 
Proprietary Funds.  Stanly County’s proprietary funds provide the same type of information found in 
the government-wide statements, but in more detail.  Unrestricted net assets of the utility funds at the 
end of the fiscal year amounted to $1,649,422, and for the airport $549,343. The total increase in net 
assets for all enterprise funds was $3,446.698.  Other factors concerning the finances of these two 
funds have already been addressed in the discussion of business-type activities.   
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Exhibit I

STANLY COUNTY, NORTH CAROLINA

STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS
FOR THE YEAR ENDED JUNE 30, 2007

Enterprise Funds
Governmental

Stanly Activities-
Greater Badin Piney Point County Internal Service
Water & Sewer Water Utility Airport Group 
District Fund District Fund Fund Fund Totals Health Fund 

Cash Flows From Operating Activities:
Cash received from customers 650,285$            97,643$            854,365$          207,420$          1,809,713$       3,513,571$         
Cash paid for goods and services (481,230)             (50,497)            77,372              (423,613)          (877,968)          (3,112,795)         
Cash paid to employees for services -                          -                       (509,681)          (205,830)          (715,511)          -                         
Customer deposits 220                     120                   (1,310)              -                       (970)                 -                         

Net cash provided (used) by operating activities 169,275              47,266              420,746            (422,023)          215,264            400,776              

Cash Flows From Noncapital Financing Activities:
Transfers from general fund -                          -                       804,500            217,204            1,021,704         -                         
Transfers to general fund -                          -                       (23,064)            -                       (23,064)            -                         
Transfer from special revenue fund -                          -                       3,150                -                       3,150                -                         
Interfund transfer (33,163)               -                       33,163              -                       -                       -                         

Net cash provided by noncapital financing activities (33,163)               -                       817,749            217,204            1,001,790         -                         

Cash Flows From Capital and Related Financing
Activities:
Acquisition and construction of capital assets (812,194)             -                       (2,805,673)       (1,301,587)       (4,919,454)       -                         
Principal paid on bond maturities and lease purchases (62,731)               (42,026)            (143,278)          -                       (248,035)          -                         
Interest paid on bond maturities and lease purchases (21,813)               (3,833)              (29,462)            -                       (55,108)            -                         
Capital contribution 888,521              -                       1,488,824         1,380,319         3,757,664         -                         
Net cash used by capital and related financing 
  activities (8,217)                 (45,859)            (1,489,589)       78,732              (1,464,933)       -                         

Cash Flows From Investing Activities:
Interest on investments 4,948                  6,271                31,721              17,014              59,954              75,890                

Net increase (decrease) in cash and cash equivalents 132,843              7,678                (219,373)          (109,073)          (187,925)          476,666              

Cash and cash equivalents, July 1 15,251                115,336            1,532,440         600,870            2,263,897         1,059,639           

Cash and cash equivalents, June 30 148,094$            123,014$          1,313,067$       491,797$          2,075,972$       1,536,305$         
 

Reconciliation of Operating Income (Loss) to
Net Cash Provided (Used) by Operating Activities:

Operating income (loss) (1,019)$               11,925$            (239,928)$        (1,240,726)$     (1,469,748)$     272,834$            
Adjustments to reconcile operating income to
  net cash provided by operating activities:
Depreciation 312,937              34,762              539,815            889,157            1,776,671         -                         
Changes in assets and liabilities:
(Increase) decrease in accounts receivable 35,149                3,190                (1,005,140)       (222,224)          (1,189,025)       -                         
(Increase) decrease in prepaid items -                          -                       -                       -                       -                       85,982                
(Increase) decrease in inventory -                          -                       3,158                (17,369)            (14,211)            -                         
Increase (decrease) in accounts payable and liabilities (178,012)             (2,732)              1,116,116         167,207            1,102,579         41,960                
Increase (decrease) in customer deposits 220                     121                   (1,310)              -                       (969)                 -                         
Increase (decrease) in compensated absences -                          -                       8,035                1,932                9,967                -                         

  Total adjustments 170,294              35,341              660,674            818,703            1,685,012         127,942              

Net cash provided (used) by operating activities 169,275$            47,266$            420,746$          (422,023)$        215,264$          400,776$            
  

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

 21





STANLY COUNTY, NORTH CAROLINA 
NOTES TO THE FINANCIAL STATEMENTS 

JUNE 30, 2007 
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I.  Summary of Significant Accounting Policies 
 
The accounting policies of Stanly County conform to generally accepted accounting principles as 
applicable to governments.  The following is a summary of the more significant accounting 
policies: 
 
A. Reporting Entity 
 
The County, which is governed by a five-member board of commissioners, 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 financial statements present the 
County and its component units, which are legally separate entities for which the County is 
financially accountable. The blended component units, although legally separate entities, are in 
substance part of the County’s operations. 
 
Blended component units – Piney Point Water District and Greater Badin Water and Sewer 
District (Districts) exist to provide and maintain water and sewer services for residents within the 
Districts.  Under state law (G. S. 162A-89), the County’s board of commissioners serves as the 
governing board for the Districts.  Therefore, the Districts are reported as enterprise funds in the 
County’s financial statements.  The Districts do not issue separate financial statements. 
 
Discretely presented component units 
 
Stanly County Industrial Facility and Pollution Control Financing Authority exists to issue 
and service revenue bond debt of private businesses for economic development purposes.  The 
county commissioners appoint a seven-member board to govern the Authority.  The county 
commissioners can remove any Authority member with or without cause.  The Authority has no 
financial transactions or account balances; therefore, it is not presented in the County’s financial 
statements at June 30, 2007.  The Authority does not issue separate financial statements.  
 
Stanly Water and Sewer Authority exists to provide water and sewer services for the County. 
The board of directors is appointed by the Stanly County Board of Commissioners.  Complete 
financial statements for the Authority may be obtained from the Director of Finance, Stanly 
County, 1000 North First Street, Suite 10B, Albemarle, North Carolina, 28001.  
 
 
B. Basis of Presentation, Basis of Accounting 
 
The government-wide statements (Exhibit A – statement of net assets, and Exhibit B – the 
statement of activities) report information on all activities of the primary government (the County) 
and its component units. These statements include the financial activities of the overall 
government, except for fiduciary activities.  Eliminations have been made to minimize the double 
counting of internal activities. Interfund services provided are not eliminated in the process of 
consolidation. These statements distinguish between the governmental and business-type 
activities of the County. Governmental activities generally are financed through taxes, 
intergovernmental revenues, and other non-exchange transactions. Business-type activities are 
financed in whole or in part by fees charged to external parties.  
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Table 16

 
Percentage

of Total County
Employer Employees Rank Employment
Stanly County Schools 1,440 1 5.13%
Stanly Regional Medical Center 755 2 2.69%
Stanly County Government 563 3 2.01%
Collins & Aikman 450 4 1.60%
Michelin Aircraft 360 5 1.28%
Wal-Mart 325 6 1.16%
Albemarle Correctional 317 7 1.13%
City of Albemarle 295 8 1.05%
Shult Manufacturing 260 9 0.93%
Clayton Mobile Homes 204 10 0.73%

     Total 4,969 17.71%

Source:  Stanly County Economic Development Commission  

 Note:  Data not available for 1998.

2007

 Stanly County, North Carolina
Principal Employers 

Current Year

 122











 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 
 

THIS PAGE LEFT INTENTIONALLY BLANK 



 

730 13th Avenue Drive SE  •  Hickory, North Carolina 28602  •  Phone 828-327-2727  •  Fax 828-328-2324 
13 South Center Street  •  Taylorsville, North Carolina 28681  •  Phone 828-632-9025  •  Fax 828-632-9085 

Toll Free Both Locations 800-948-0585  •  Web Site: www.martinstarnes.com 
126 

 
 

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 
Stanly County, North Carolina 
 
 
We have audited the accompanying financial statements of the governmental activities, the business-type 
activities, each major fund, the discretely presented component unit and the aggregate remaining fund 
information of Stanly County, North Carolina, as of and for the year ended June 30, 2007, which 
collectively comprise Stanly County’s basic financial statements, and have issued our report thereon dated 
November 7, 2007.  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. The financial statements of 
the Stanly Water and Sewer Authority, a component unit of Stanly County, were not audited in 
accordance with Government Auditing Standards.    
 
Internal Control Over Financial Reporting 
 
In planning and performing our audit, we considered Stanly County’s internal control over financial 
reporting as a basis for designing our auditing procedures for the purpose of expressing our opinion on the 
financial statements, but not for the purpose of expressing an opinion on the effectiveness of Stanly 
County’s internal control over financial reporting.  Accordingly, we do not express an opinion on the 
effectiveness of the County’s internal control over financial reporting. 
 
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. 
 
A material weakness is a significant deficiency, or combination of significant deficiencies, that results in 
more than a 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 limited purpose described in the 
first paragraph of this section and would not necessarily identify all deficiencies in internal control over 
financial reporting that might be significant deficiencies or material weaknesses.  We did not identify any 
deficiencies in internal control over financial reporting that we consider to be material weaknesses, as 
defined above. 
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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 
 
 
 
To the Board of Commissioners 
Stanly County, 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, 2007.  Stanly County's major federal programs are identified in the summary of auditor's 
results section of the accompanying schedule of findings, responses 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 of 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, 2007.   
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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 
 
 
 
To the Board of Commissioners 
Stanly County, 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, 2007.  Stanly County's major State programs are identified in the summary of auditor's results 
section of the accompanying schedule of findings, responses 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 of 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, 2007.   
 
 
























