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Qur audit was performed for the purpose of forming an opinion on the general
purpose financial statenents of Watauga County, North Carolina, taken as a whole.
The conbi ni ng and i ndividual fund financial statements and schedul es, as well as
t he acconpanyi ng schedul e of expenditures of federal and state awards as required
by U S. Ofice of Managenment and Budget Circular A-133, Audits of States, Loca
Governnments, and Non-Profit Organizations and the State Single Audit
| npl enent ation Act, are presented for purposes of additional analysis and are not
a required part of the general purpose financial statenments. Such infornmation
has been subjected to the auditing procedures applied in the audit of genera
purpose financial statenents and, in our opinion, is fairly stated in al
material respects, in relation to the general purpose financial statenents taken
as a whol e.

Holder, Copeland & Associates, P.A.

Sept enber 13, 2001
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| NDEPENDENT AUDI TOR' S REPORT

To the Board of County Commi ssioners
Wat auga County, North Carolina

We have audited the acconpanyi ng general purpose financial statements of Watauga
County, North Carolina as of and for the year ended June 30, 2001, as listed in
the table of contents. These general purpose financial statements are the
responsibility of Watauga County's managenent. Qur responsibility is to express
an opi nion on these general purpose financial statenents based on our audit. W
did not audit the financial statenents of Appal CART. Those financial statements
were audited by another auditor whose report thereon has been furnished to us,
and our opinion, insofar as it relates to the amounts included for Appal CART is
based solely on the report of the other auditor

We conducted our audit in accordance with auditing standards generally accepted
in the United States of Anerica and the standards applicable to financial audits
contai ned in Governnent Auditing Standards, issued by the Conptroller General of
the United States. Those standards require that we plan and performthe audit to
obt ai n reasonabl e assurance about whether the financial statements are free of
material msstatenment. An audit includes exam ning, on a test basis, evidence
supporting the amounts and disclosures in the financial statenents. An audit
al so includes assessing the accounting principles used and significant estinates
made by managenent, as well as evaluating the overall general purpose financial
statenment presentation. W believe that our audit and the report of the other
audi tor provide a reasonabl e basis for our opinion.

In our opinion, based on our audit and the report of another auditor, the genera
purpose financial statements referred to above present fairly, in all mteria
respects, the financial position of Watauga County, North Carolina, as of June
30, 2001, and the results of its operations and the cash flows of its proprietary
fund type for the year then ended in conformty with accounting principles
generally accepted in the United States of Anerica.

I n accordance with Governnment Auditing Standards, we have al so i ssued our report
dated Septenber 13, 2001 on our consideration of Wtauga County's internal
control over financial reporting and our tests of its conpliance with certain
provisions of |aws, regulations, contracts and grants. That report is an
integral part of an audit performed in accordance with Governnent Auditing
St andards and should be read in conjunction with this report in considering the
results of our audit.




Qur audit was performed for the purpose of forming an opinion on the general
purpose financial statenents of Watauga County, North Carolina, taken as a whole.
The conbi ni ng and i ndividual fund financial statements and schedul es, as well as
t he acconpanyi ng schedul e of expenditures of federal and state awards as required
by U S. Ofice of Managenment and Budget Circular A-133, Audits of States, Loca
Governnments, and Non-Profit Organizations and the State Single Audit
| npl enent ation Act, are presented for purposes of additional analysis and are not
a required part of the general purpose financial statenments. Such infornmation
has been subjected to the auditing procedures applied in the audit of genera
purpose financial statenents and, in our opinion, is fairly stated in al
material respects, in relation to the general purpose financial statenents taken
as a whol e.

Holder, Copeland & Associates, P.A.

Sept enber 13, 2001



GENERAL PURPOSE FINANCIAL STATEMENTS



ASSETS AND OTHER DEBITS
ASSETS:

Cash and equivalents $

Receivables (net):
Taxes
Accounts
Tax refunds
Due from other funds
Other assets
Fixed assets

OTHER DEBITS:
Amts. avail. for ret. of debt
Provision for ret. of L/T debt
TOTAL ASSETS AND

OTHER DEBITS $

LIABILITIES, EQUITY
OTHER CREDITS
LIABILITIES:

Accounts payable $

Other liabilities

Due to other funds

Deferred revenue

General obligation bonds payable-

current

Compensated absences payable

General obligation bonds payable

Installment purchase payable
TOTAL LIABILITIES

EQUITY AND OTHER CREDITS:
Contributed Capital
Investment in fixed assets
Retained Earnings <deficit>,unreserved
Fund balances
Reserved by state statute
Reserved for encumbrances
Reserved for LEO spec.sep.all.
Desig. for subseq.years exp.
Undesignated
TOTAL EQUITY AND
OTHER CREDITS
TOTAL LIABILITIES , EQUITY

AND OTHER CREDITS $

WATAUGA COUNTY, NORTH CAROLINA

Combined Balance Sheet - All Fund Types and Account Groups

and Discretely Presented Component Units
June 30, 2001

Exhibit A

Total
Proprietary Fiduciary (Memorandum
Governmental Fund Types Fund Type Fund Types Account Groups Only) Component Units
General Watauga
Special Capital Fixed General Primary County
General Revenue Project Enterprise Agency Assets L/T Debt Government EDC AppalCART
12,047,128 6,535,415 -- 3,118,484 219,252 -- -- 21,920,279 1,049 371,413
531,076 39,921 - - - - - 570,997 - -
2,504,602 88,668 - 215,934 - - - 2,809,204 - 55,239
64,127 - - - - - - 64,127 - -
60,425 - - - - - - 60,425 - -
264,567 - - - - - - 264,567 - 82,948
- - - 2,634,580 - 29,591,595 - 32,226,175 11,137 663,786
- - - - - - 6,807 6,807 - -
- - - - - - 21,495,041 21,495,041 - -
15,471,925 6,664,004 - 5,968,998 219,252 29,591,595 21,501,848 79,417,622 12,186 1,173,386
629,594 44,856 -- 154,885 219,252 -- -- 1,048,587 -- 25,529
- 60,425 - - - - - 60,425 - -
715,116 50,585 -- 104,559 -- -- -- 870,260 -- 18,819
-- -- -- 75,000 -- -- 1,467,000 1,542,000 -- --
-- -- -- 33,213 -- -- 542,872 576,085 -- 39,033
-- -- -- 635,000 -- -- 15,871,200 16,506,200 -- --
- - - 71,948 - - 3,620,776 3,692,724 - -
1,344,710 155,866 - 1,074,605 219,252 - 21,501,848 24,296,281 - 83,381
- - - 954,967 - - - 954,967 - 2,485,741
- - - - - 29,591,595 - 29,591,595 11,137 -
- - - 3,939,426 - - - 3,939,426 - -1,395,736
2,894,261 28,243 - - - - - 2,922,504 - -
670,494 2,580 -- -- -- -- -- 673,074 -- --
75,840 -- -- -- -- -- -- 75,840 -- --
3,451,396 6,477,315 -- -- -- -- -- 9,928,711 -- --
7,035,224 - - - - - - 7,035,224 1,049 -
14,127,215 6,508,138 - 4,894,393 - 29,591,595 - 55,121,341 12,186 1,090,005
15,471,925 6,664,004 - 5,968,998 219,252 29,591,595 21,501,848 79,417,622 12,186 1,173,386

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

Ad valorem taxes

Local Option Sales Taxes

Other taxes

Unrestricted intergovernmental
Restricted intergovernmental

Permits and fees
Sales and service

Investment earnings

Miscellaneous
Donations

TOTAL REVENUES

EXPENDITURES:
Current:

General government

Public safety

Economic and physical development

Human services

Cultural and recreational

Intergovernmental:
Education
Debt Service:

Principal retirement

Interest and fees
Capital outlay

TOTAL EXPENDITURES

WATAUGA COUNTY, NORTH CAROLINA
Combined Statement of Revenues, Expenditures, and Changes in Fund Balances

All Governmental Fund Types

and Discretely Presented Component Unit
For the Fiscal Year Ended June 30, 2001

Exhibit B

REVENUES OVER (UNDER)

EXPENDITURES

OTHER FINANCING SOURCES (USES)

Proceeds of installment purchases --
Proceeds from general obligation bonds -

Operating transfers to component units

Operating transfers from primary

government

Transfers (to) from other funds

TOTAL OTHER FINANCING

SOURCES (USES)

EXCESS (DEFICIENCY) OF
REVENUES AND OTHER SOURCES
OVER (UNDER) EXPENDITURES

& OTHER USES
FUND BALANCE AT BEGINNING OF YEAR
RESIDUAL EQUITY TRANSFERS IN (OUT)

FUND BALANCE AT END OF YEAR $

Total
(Memorandum
Governmental Fund Types Only) Component Unit
Watauga
Special Capital Primary County
General Revenue Project Government EDC

$ 14,080,416 680,130 - 14,760,546 -
7,759,738 - - 7,759,738 -
449,504 - - 449,504 -
341,074 - - 341,074 7,500
4,122,857 381,871 - 4,504,728 -
541,479 272,152 - 813,631 -
453,329 - - 453,329 -
919,945 285,204 - 1,205,149 25
524,906 - - 524,906 -
29,193,248 1,619,357 - 30,812,605 7,525
4,533,765 - - 4,533,765 -
3,942,873 924,611 - 4,867,484 -
669,877 317,262 - 987,139 74,920
6,637,311 - - 6,637,311 -
1,081,238 - - 1,081,238 -
8,111,873 - - 8,111,873 -
1,745,320 - - 1,745,320 -
1,195,552 - - 1,195,552 -
- 5,000 - 5,000 -
27,917,809 1,246,873 - 29,164,682 74,920
1,275,439 372,484 - 1,647,923 (67,395)
(119,864) - - (119,864) -
- - - - 67,364
(364,730) (345,646) - (710,376) -
(484,594) (345,646) - (830,240) 67,364
790,845 26,838 - 817,683 (31)
13,324,118 6,481,300 12,252 19,817,670 1,080
12,252 - (12,252) - -
14,127,215 6,508,138 - 20,635,353 1,049

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

Ad valorem taxes

Local option sales tax

Other taxes

Unrestricted intergovernmental
Restricted intergovernmental
Permits and fees

Sales and service

Investment earnings
Miscellaneous

Donations

TOTAL REVENUES

EXPENDITURES:

Current:
General government
Public safety
Economic and physical development
Human services
Cultural and recreational

Intergovernmental:
Education

Debt Service
Principal Retirement
Interest and fees

Capital projects

TOTAL EXPENDITURES
REVENUES OVER (UNDER)
EXPENDITURES

OTHER FINANCING SOURCES (USES)

Proceeds from lease purchase
Operating transfers to component units
Operating transfers from primary
government
Transfers (to) from other funds
TOTAL OTHER FINANCING
SOURCES (USES)

REVENUES AND OTHER SOURCES
OVER (UNDER) EXPENDITURES &
OTHER USES

APPROPRIATED FUND BALANCE

REVENUES, OTHER SOURCES AND,
APPROPRIATED FUND BALANCE
OVER (UNDER) EXPENDITURES &
OTHER USES

FUND BALANCE AT BEGINNING OF YEAR

RESIDUAL EQUITY TRANSFER IN (OUT)

FUND BALANCE AT END OF YEAR

WATAUGA COUNTY, NORTH CAROLINA

Combined Statement of Revenues, Expenditures, and Changes in Fund Balances
Budget and Actual - General and Special Revenue Funds

and Discretely Presented Component Unit
For the Fiscal Year Ended June 30, 2001

General Fund

Variance

Budget Actual Fav (Unfav.)
13,586,479 14,080,416 493,937
7,568,628 7,759,738 191,110
801,500 449,504 (351,996)
336,632 341,074 4,442
4,358,879 4,122,857 (236,022)
524,400 541,479 17,079
456,945 453,329 (3,616)
468,000 919,945 451,945
173,106 524,906 351,800
28,274,569 29,193,248 918,679
5,773,594 4,533,765 1,239,829
4,093,495 3,942,873 150,622
947,042 669,877 277,165
7,002,721 6,637,311 365,410
1,161,673 1,081,238 80,435
8,114,854 8,111,873 2,981
1,745,346 1,745,320 26
1,196,632 1,195,552 1,080
30,035,357 27,917,809 2,117,548
(1,760,788) 1,275,439 3,036,227
(119,864) (119,864) -
(118,690) (364,730) (246,040)
(238,554) (484,594) (246,040)
(1,999,342) 790,845 2,790,187
1,999,342 (1,999,342)
- 790,845 790,845

13,324,118

12,252

14,127,215

Special Revenue

Exhibit C

Component unit
Watauga County EDC
General Fund

Variance Variance

Budget Actual Fav (Unfav.) Budget Actual Fav (Unfav.)
693,416 680,130 (13,286) - - -
- - - 7,500 7,500 -
486,547 381,871 (104,676) - - -
260,000 272,152 12,152 - - -
3,920 285,204 281,284 - 25 25
1,443,883 1,619,357 175,474 7,500 7,525 25
1,104,502 924,611 179,891 - - -
374,547 317,262 57,285 74,864 74,920 (56)
710,459 5,000 705,459 - - -
2,189,508 1,246,873 942,635 74,864 74,920 (56)
(745,625) 372,484 1,118,109 (67,364) (67,395) (31)
- - - 67,364 67,364 -
(591,686) (345,646) 246,040 - - -
(591,686) (345,646) 246,040 67,364 67,364 -
(1,337,311) 26,838 1,364,149 - (31) (31)
1,337,311 (1,337,311) - - -
- 26,838 26,838 - (31) (31)

6,481,300 1,080

6,508,138 1,049

The notes to the financial statements are an integral part of this statement
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WATAUGA COUNTY, NORTH CAROLINA

Exhibit D

Combined Statement of Revenues, Expenses, and Changes in Retained Earnings ( Deficit )
Proprietary Fund Type and Discretely Presented Component Unit
For the Fiscal Year Ended June 30, 2001

OPERATING REVENUES:

Landfill revenues

Miscellaneous

Farebox and local route revenues
Garage service revenues
Elderly/handicapped revenue

TOTAL OPERATING REVENUES

OPERATING EXPENSES:

Administration
Operating
Education

Landfill operations
Depreciation

TOTAL OPERATING EXPENSES

OPERATING LOSS

NONOPERATING REVENUES (EXPENSES):

Interest earned on investments

Gain (loss) on disposition of fixed assets
Interest on long-term debt

Section 18 grant revenues
Miscellaneous revenue

NET NONOPERATING REVENUE (EXPENSE)

LOSS BEFORE CAPITAL CONTRIBUTIONS
AND OPERATING TRANSFERS

Capital Contributions
Operating transfers from other funds

Operating transfers from primary government

TOTAL OPERATING TRANSFERS AND
CAPITAL CONTRIBUTIONS

NET INCOME (LOSS)
RETAINED EARNINGS (DEFICIT) - July 1

RETAINED EARNINGS (DEFICIT) - June 30

$

$

Primary Component
Government Unit
Enterprise Fund AppalCART

2,300,850 --

5,368 7,536

-- 589,121

-- 4,503

-- 33,531

2,306,218 634,691

-- 249,857

-- 1,013,211

-- 1,491
2,475,820 --

154,407 260,688

2,630,227 1,525,247
(324,009) (890,556)

125,163 22,092

(714) 1,615
(53,836) --

-- 556,966

70,613 580,673
(253,396) (309,883)

-- 266,597
710,376 --

-- 52,500
710,376 319,097

456,980 9,214
3,482,446 (1,404,950)
3,939,426 (1,395,736)

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



WATAUGA COUNTY, NORTH CAROLINA

Combined Statement of Cash Flows

Proprietary Fund Type and Discretely Presented Component Unit
For the Fiscal Year Ended June 30, 2001

Cash flows from operating activities:
Cash received from customers and grants
Cash paid for goods and services
Cash paid to employees for services

Net cash used by operating activities

Cash flows from noncapital financing activities:
Operating transfers from other funds
Operating transfers from primary government
Section 18 grant revenues
Miscellaneous non-operating revenues

Net cash provided by noncapital financing activities

Cash flows from capital and related financing activities:

Proceeds on disposition of assets
Principal paid on long-term debt
Interest paid on long-term debt
Acquisition of capital assets
Capital Grant Revenues

Net cash used by capital & related financing activities

Cash flows from investing activities:
Interest earned on investments

Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents - July 1
Cash and cash equivalents - June 30

Reconciliation of operating income to net cash provided by
operating activities:

Operating (loss)
Adjustments to reconcile operating income to net cash
provided by operating activities:
Depreciation
(Increase) decrease in accounts receivable
Increase (decrease) in accrued vacation
Increase (decrease) in accounts payable
(Increase) decrease in inventories
Increase (decrease) in deferred revenues
Decrease in prepaid expenses
Total adjustments

Net cash used by operating activities

Exhibit E

Primary Component
Government Unit
Enterprise Fund AppalCART
$ 2,312,032 638,010
(1,935,957) (545,405)
(559,234) (723,862)
(183,159) (631,257)
710,376 -
- 52,500
- 556,966
710,376 609,466
- 1,615
(159,429) -
(53,836) -
(18,365) (288,170)
- 266,597
(231,630) (19,958)
125,163 22,092
420,750 (19,657)
2,697,734 391,070
$ 3,118,484 371,413
$ (324,009) (890,556)
154,407 260,688
(5,003) 55,819
8,753 2,031
(28,124) (5,898)
- (53,341)
10,817 -
140,850 259,299
$ (183,159) (631,257)

The notes to the financial statements are an integral part of this statement
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Note 1 -

WATAUGA COUNTY, NORTH CAROLI NA

Notes to the Financial Statenents
For the Fiscal Year Ended June 30, 2001

Summary of Significant Accounting Policies:

The accounting policies of Watauga County and its discretely presented conponent units
conform to generally accepted accounting principles as applicable to governments. The
following is a summary of the nore 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 financial statenents present the
County and its conponent wunits, legally-separate entities for which the County is
financially accountable. The two discretely presented conponent units presented bel ow are
reported in a separate colum in the County's conbined financial statenents in order to
enphasi ze that they are legally separate fromthe County.

WAt auga County Econoni ¢ Devel opnent Conmi ssi on

The WAt auga County Econom c Devel opment Conmi ssion is an associ ati on established pursuant to
North Carolina G S. 158 operating as an Econonic Devel opnent Conmission in Boone, North
Carolina. The governing body consists of nine board nenbers appointed by the participating
governnental entities. Watauga County Board of QGommi ssioners appoints a nmgjority of the
governi ng body of the Econom ¢ Devel opnent Conmi ssion. The County provides sone financial
support to the Econom ¢ Devel opnent Comm ssion, but it is not responsible for the debts of
t he Econom c Devel opnment Conmi ssion. The Econom c Devel opnment Conmi ssi on designates its own
managenment, approves its own budget, and maintains its own accounting system \atauga
County Econom c Devel opment Conmi ssion, which has a June 30 year-end, is presented as if it
were a governmental fund. On Septenber 16, 1997, the Econonic Devel opnent Conmi ssion
entered into a contractual agreement with the Boone Area Chanber of Commerce whereas the
Boone Area Chanber of Conmerce is nowto provide all the econom c devel opnent activities in
the area. The Chanber of Commerce is also to provide a Director, staffing support, office
space, equipnent, and furniture.

Appal CART
Appal CART operates mainly in Watauga County in the northwest part of North Carolina,
providing transportati on services to the various areas and residents wthin Watauga County.
Wat auga County's Board of Conm ssioners appoints the seven-nenber governing board of
Appal CART and Appal CART operates within the County's boundaries for the benefit of the
County's residents. The County provides some financial support to Appal CART but it is not
responsi bl e for the debts of Appal CART except when such are expressly granted by statute or
by the consent of the Board of Comm ssioners of Watauga County. The Board of Comm ssioners
of Watauga @unty has the authority to termnate the existence of Appal CART at any
tinme, provided a 60-Day witten notice is given to Appal CART, and all property and assets
of Appal CART shall autonatically becorme the property of Watauga County and the County shall
succeed to all rights, obligations and liabilities of Appal CART. Appal CART designates its
own nanagenent, approves its own budget, and naintains its own accounting system however,
Appal CART is fiscally accountable to Watauga County, and the County has the authority to
exam ne all records and accounts at any tine. Appal CART, which has a June 30 year-end, is
presented as if it were a proprietary fund.



Note 1 -

WATAUGA COUNTY, NORTH CAROLI NA

Notes to the Financial Statenents
For the Fiscal Year Ended June 30, 2001

Summary of Significant Accounting Policies (continued):

Conpl ete financial statenents for each of the individual conponent units may be obtai ned at
the adm nistrative offices of those entities.

WAt auga County Econoni c Devel opnent Conmi ssi on
130 Popl ar Grove Connector, Boone, NC 28607

Appal CART
274 Wnklers Creek Road, Boone, NC 28607

B. Basis of Presentation - Fund Accounti ng:

The accounts of the County are organi zed and operated on the basis of funds and account
groups. A fund is an independent fiscal and accounting entity with a self-balancing set of
accounts conprised of assets, liabilities, fund equity, revenues, and expenditures or
expenses as appropriate. Fund accounting segregates funds according to their intended
purpose and is used to aid managenent in denonstrating conpliance with finance-related |egal
and contractual provisions. The mnimmnunber of funds is maintai ned consistent with | egal
and nmanagerial requirenents. The account groups are not funds but are a reporting device
used to account for certain assets and liabilities of the governnental funds that are not
recorded directly in those funds.

The County has the following fund categories (further divided by fund type) and account
gr oups:

Governnental Funds are used to account for Watauga County's general governmental activities.
Governnental funds include the follow ng fund types:

General Fund - The General Fund is the general operating fund of the County. The Ceneral
Fund accounts for all financial resources except those that are required to be accounted for
in anot her fund.

Speci al Revenue Funds - Special Revenue Funds account for specific revenue sources (other
than expendable trusts or major capital projects) that are legally restricted to
expendi tures for specified purposes. The County maintains six Special Revenue Funds: the
Fire Districts Fund, the E-911 Tel ephone Surcharge Fund, the Reval uati on Fund, the Capital
Reserve Fund, the Substance Abuse Tax Fund, and the Lynnhaven Il LLC Project Fund.

Capital Projects Funds - Capital Projects Funds account for financial resources to be used
for the acquisition and construction of najor capital facilities (other than those financed
by proprietary funds and trust funds). The County has one Capital Project Fund within its
governnental fund types: the Watauga H gh School Athletic Conpl ex.

Proprietary Funds include the followi ng fund type:

Enterprise Funds - Enterprise Funds account for those operations (a) that are financed and
operated in a manner similar to private business enterprises where the intent of the
governing body is that costs (expenses, including depreciation) of providing goods or
services to the general public on a continuing basis, be financed or recovered primarily
t hrough user charges; or (b) where the governing
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Summary of Significant Accounting Policies (continued):

body has decided that the periodic determnation of revenues earned, expenses incurred,
and/or net incone is appropriate for capital naintenance, public policy, managenent control,
accountability, or other purposes. Watauga County has one enterprise fund: the Solid Waste
Fund.

Fi duci ary Funds account for the assets held by the County in a trustee capacity or as an
agent for individuals, private organizations, other governnental units, and/or other funds.
Fi duci ary funds include the follow ng funds:

Agency Funds - Agency funds are custodial in nature and do not invol ve the neasurenent of
operating results. Agency funds are used to account for assets the County hol ds on behal f
of others. The County nmintains five Agency Funds: the Social Services Fund, which
accounts for noneys deposited with the Social Services Departnent for the benefit of certain
individuals; the Health Benefits Fund, the Library Trust Fund, the Surety Bond Fund and the
Vehi cl e Tax- Towns Fund.

The |aws governing the County:s Deferred Conpensation plan have changed pursuant to the
provi sions of Internal Revenue Code Section 457. Fornerly, the undistributed amounts which
had been deferred by the plan participants were required to be reported as assets of the
County. The law now requires all assets of the plan to be held in trust for the exclusive
benefit of the participants and their beneficiaries. Accordingly, the Deferred Conpensation
Plan is no longer reported within the County=s Agency Funds.

Account Groups - The General Fixed Assets Account Goup is used to account for fixed assets
that are not accounted for in proprietary or trust funds. The GCeneral Long-Term Debt
Account group is used to account for general |long-termdebt and certain other liabilities
that are not specific liabilities of proprietary or trust funds.

C. Measurenent Focus and Basis of Accounting:

The accounting and financial reporting treatnent applied to a fund is determined by its
neasurenment focus. Al governmental funds are accounted for using a current financial
resources neasurenent focus. Wth this neasurenent focus, only current assets and current
liabilities generally are included on the bal ance sheet. Operating statenments of these
funds present increases (i.e., revenues and other financing sources) and decreases (i.e.,
expenditures and other financing uses) in net current assets.

The Proprietary funds are accounted for on a flow of econom c resources neasurenent focus.
Wth this neasurenent focus, all assets and all liabilities associated with the operation of
these funds are included on the bal ance sheet. Proprietary fund type fund equity (i.e., net
total assets) is segregated into contributed capital and retained earnings conponents.
perating statements for these funds present increases (e.g., revenues) and decreases (e.g.,
expenses) in net total assets. As required for periods after June 15, 2000 by Statenent 33
of the Government Accounting Standards Board, Accounting and Financial Reporting for
Nonexchange Transactions, the County has begun recogni zing capital contributions as revenue
in the current year, rather than as contributed capital. No adjustnent to the bal ance of
the contributed capital account is required.

Basis of accounting determ nes when the revenues and expenditures or expenses and the
related assets and liabilities are recognized in the accounts and reported in the financial
statenments. Basis of accounting relates to the timng of the neasurenents made, regardl ess
of the neasurenent focus applied.
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Al funds of the County are mai ntained on the cash basis during the year. At year-end, the
accounting ledgers are adjusted in order to present the financial statenents on the nodified
accrual basis. The governnental fund types and agency funds are presented in the financia

statements on this sane basis. Under the nodified accrual basis, revenues are recognized in
the accounting period when they beconme susceptible to accrual (i.e., when they are
"measurabl e" and "available") to pay the liabilities of the current period. |n addition

expenditures are recorded when the related fund liability is incurred, if measurable, except
for unmatured principal and interest on general |ong-termdebt, which is recognized when
due, and certain conpensated absences and cl ains and judgenents, which are recogni zed when
the obligations are expected to be |iquidated with expendabl e avail abl e financial resources.

The County recogni zes assets of nonexchange transactions in the period when the underlying
transaction occurs, when an enforceable legal claim as arisen, or when all eligibility
requirenents are net. Revenues are recogni zed, on the nodified accrual basis, when they are
nmeasurabl e and avail abl e. Nonexchange transactions occur when one governnent provides (or
receives) value to (from another party without receiving (or giving) equal or nearly equal
value in return. State shared revenues, sales tax, property taxes, federal grants funding
federal mandates, and nost donations are exanpl es of nonexchange transactions

The County considers all revenues available if they are collected within 60 days after year-
end, except for property taxes. Ad valorem property taxes are not accrued as a revenue

because the anmpunt is not susceptible to accrual. At June 30, taxes receivable are
materially past due and are not considered to be an available resource to finance the
operations of the current year. Al'so, 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 law, Watauga County is responsible for
billing and collecting the property taxes on all registered notor vehicles on behal f of al
muni ci palities and special tax districts in the county. For those notor vehicles registered
under the staggered system and for vehicles newy-registered under the annual system
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 fromMarch 2000 through February 2001 apply to the fiscal year
ended June 30, 2001. Uncollected taxes which were billed during this period are shown as a
recei vabl e on these financial statenents. For those notor vehicles which are renewed and
billed under the annual system taxes are due on May 1 of each year, and the uncollected
taxes are reported as a receivable on the financial statenents offset by deferred revenues
because the due date and the date upon which the interest begins to accrue passed prior to
June 30. The taxes for renewal vehicles registered annually that have al ready been coll ected
as of year-end are also reflected as deferred revenues at June 30, 2001 because they are
intended to finance the County's operations during the 2002 fiscal year

Sales taxes collected and held by the State at year-end on behalf of the County are
recognized as revenue. |Intergovernnental revenues, and sales 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 qualifying expenditures have
been incurred and all other grant requirements have been sati sfi ed.

Proprietary funds are presented in the financial statenents on the accrual basis of
accounting. Under this basis, revenues are recognized in the accounting period when earned
and expenses are recognized in the period they are incurred.
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Summary of Significant Accounting Policies (continued):

As permtted by generally accepted accounting principles, the County has elected to apply
only applicable FASB Statenents and Interpretations i ssued before Novenber 30, 1989 in its
accounting and reporting practices for its proprietary operations.

D. Budgetary Data:

The County's budgets are adopted as required by the North Carolina General Statutes. An
annual budget is adopted for the general, the special revenue, and the enterprise funds.
Al'l annual appropriations |apse at the fiscal year-end.

Proj ect ordinances are adopted for the capital projects fund. Al budgets are prepared using
the nodified accrual basis of accounting.

Expenditures may not |egally exceed appropriations at the functional |evel for the general
fund, at the departnmental |evel for the special revenue and enterprise funds, and at the
object level for the capital projects funds. The bal ances in the Capital Reserve Fund will
be appropriated when transferred to a capital projects fund in accordance with the project
ordi nance adopted for the reserve fund. The budget officer is authorized by the budget
ordinance to transfer appropriations within a fund up to 10%of the total departmental
appropriation; however, any revisions that alter the total expenditures of any fund nust be
approved by the governing board. During the year, several anendments to the original budget
were necessary, the effects of which were not material.

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

April 30 - Each department head will transmit to the budget officer the budget requests
and revenue estinates for their department for the budget year.

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

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

As required by State law [G S. 159-26(d)], the County nai ntai ns encunbrance accounts which
are considered to be "budgetary accounts". Encunbrances outstandi ng at year-end represent
the estimated anounts of the expenditures ultinately to result if unperforned contracts in
progress at year-end are conpleted. Encunbrances outstanding at year-end do not constitute
expenditures or liabilities. These encunbrances outstanding are reported as "reserved for
encunbrances” in the fund bal ance section of the bal ance sheet and will be charged agai nst
t he subsequent year's budget.
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Summary of Significant Accounting Policies (continued):

Assets, Liabilities and Fund Equity:

Deposits and | nvestnents

Al deposits of the County, Appal CART and Watauga County Econom c Devel opnent Commi ssion are
made in Board-designated of ficial depositories and are secured as required by GS. 159-31.
The County, Appal CART and Econom c Devel opnent Conmi ssion nmay designate, as an official
depository, any bank or savings association whose principal office is located in North
Carolina. A so, the County, Appal CART and Economi c Devel opnent Conmi ssion nay establish
tine deposit accounts such as NOW and Super NOW accounts, noney narket accounts, and
certificates of deposit.

State law [G S. 159-30(c)] authorizes the County, Appal CART and the Econom c Devel opnent
Commi ssion 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 |ocal government or public authority;
obligations of certain non-guaranteed federal agencies; certain high quality issues of
commer ci al paper and bankers' acceptances; and the North Carolina Capital Managenent Trust
(NCaM) .

The County, Appal CART, and the Econom c Devel opnment Conmission's investnments with a maturity
of nore than one year at acquisition and non-noney narket investnents are carried at fair
val ue as deternined by quoted market prices. The NOOMI Cash Portfolio's securities, an SEG
regi stered noney market nutual fund, are valued at fair value, which is the NCCMI's share
price. The NCCMI Term Portfolio's securities are valued at fair value. Money mar ket
investments that have a remaining maturity at the time of purchase of one year or |ess and
non-participating interest earnings and i nvestment contracts are reported at anortized cost.

Cash and Cash Equival ents

The County pools noney fromseveral funds to facilitate di sbursenent and i nvestrment and to
nmaxi m ze investnent incone. Therefore, all cash and investnents are essentially denand
deposits and are considered cash and cash equival ents. Watauga County Econonic Devel opnent
Commi ssi on and Appal CART consi der denmand deposits and investnents purchased with an origi nal
maturity of three nonths or |less, which are not linited as to use, to be cash and cash
equi val ent s.

Ad Val orem Taxes Recei vabl e

In accordance with State Law [G S. 105-347 and G S. 159-13(a)], the County |levies ad val orem

taxes on property other than notor vehicles on July 1, the beginning of the fiscal year. The
taxes are due on Septenber 1 (lien date); however, penalties and interest do not accrue until
the following January 6. These taxes are based on the assessed val ues as of January 1, 2001.
As allowed by State law, the County has established a schedul e of discounts that apply to
taxes which are paid prior to the due date. In the County's CGeneral Fund, ad val oremtax
revenues are reported net of such discounts.

11
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Summary of Significant Accounting Policies (continued):

Al |l owances for Doubtful Accounts

Al receivables that historically experience uncollectible accounts are shown net of an
al l owance for doubtful accounts. This anount is estinmated by anal yzi ng the percentage of
recei vables that were witten off in prior years.

I nvent ory

The inventories of Appal CART are nmaintained for fuel oil; valuation is at |ower of cost or
market on a last-in, |ast-out basis.

Fi xed Assets

The County's and Econom ¢ Devel opnent Conmission's general fixed assets are recorded at
original cost. Donated assets are listed at the narket value at the date of donation.
Certain itens acquired before July 1, 1976 are recorded at an estimated original cost. The
total of such estimates is not considered |arge enough that the errors would be material
when fixed assets are considered as a whol e.

Public domain or infrastructure general fixed assets are not capitalized because such assets
are i movabl e and of value only to the County.

On July 1, 1989, the County established the Solid Waste Enterprise Fund to account for the
operations of the landfill. At this time, all landfill assets were transferred to this fund
at original cost |ess accunul ated depreciation fromdate of purchase. Property, plant, and
equi pnrent acquired after July 1, 1989 are recorded at original cost at the time of
acquisition. Property, plant, and equipnent donated to the Solid Waste Enterprise Fund are
recorded at the estimated fair nmarket value at the date of donation. Plant assets of the
County are depreciated on a conposite straight-line basis for the entire plant, regardl ess
of the year of acquisition, at a 2% annual rate. |In the conposite rate, gain or |oss on
di spositions is not calculated except in extraordinary circunstances. Qher proprietary
fund assets of the County are depreciated on a class life basis at the follow ng rates:

Furniture and office equi pment 10%
Mai nt enance and construction equi prent 12%
Medi um and heavy notor vehicles 16%
Aut onobi | es and |ight trucks 30%

Fi xed assets of Appal CART are recorded at original cost at the time of acquisition. Assets

are depreciated on a straight-line class life basis using the follow ng useful |ives:
O fice furniture and equi prent 10 years
Mai nt enance and shop equi prent 8 years
Vehi cl es 6 years
Land i nprovenents 10 years

12
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Summary of Significant Accounting Policies (continued):

Long- t er m Debt

For governnental fund types, bond issuance costs are recogni zed during the current period.

Bond proceeds are reported as other financing sources. |ssuance costs, whether or not

wi thhel d fromthe actual net proceeds received, are reported as debt service expenditures.

For the proprietary fund types, material bond issuance costs are deferred and anortized over

the life of the bonds using the effective interest nethod. The County's |ong-termdebt for
solid waste purposes is carried in the Solid Waste Fund rather than in the General Long-Term
Debt Account Group. The debt service requirenents for the solid waste debt are being met by
solid waste revenues, but the taxing power is pledged to nmake these paynents if solid waste
revenues shoul d ever be insufficient. Long-termdebt for other purposes is included in the
General Long-Term Debt Account Group. The debt service requirenents for all of the debt

carried in the General Long-Term Debt Account Goup are appropriated annually in the General

Fund.

Fund Equity

Reservations or restrictions of equity represent amounts that are not appropriable or are
legally segregated for a specific purpose. Desi gnations of equity represent tentative
nmanagenent plans that are subject to change.

State law [G S. 159-13(b)(16)] restricts the appropriation of fund bal ance or fund equity to
an amount not to exceed the sum of cash and investments mnus the sum of liabilities,
encunbrances, and deferred revenues arising fromcash receipts as those amounts stand at the
close of the fiscal year preceding the budget year.

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

Reser ved

Reserved for inventories - portion of fund bal ance not available for appropriation because
it represents the year-end fund bal ance of ending inventories, which are not expendabl e,

avai | abl e resources.

Reserved for encunbrances - portion of fund bal ance available to pay for any commtnents
related to purchase orders and contracts which remain unperforned at year-end.

Reserved by State statute - portion of fund balance, in addition to reserves for
encunbrances and reserves for inventories, which is not available for appropriation under
State law [GS. 159-8(a)]. This amount is usually conprised of accounts receivable and
interfund recei vabl es which are not offset by deferred revenues.

Reserved for enployees' retirenent system - portion of total fund bal ance avail able for
appropriation to pay retirenent benefits when due.

13
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Unr eser ved

Desi gnated for subsequent year's expenditures - portion of total fund bal ance avail abl e for
appropriation which has been designated for the adopted 2001 - 2002 budget ordi nance.

Undesignated - portion of total fund balance available for appropriation which is
uncommitted at year-end.

Revenues, Expenditures, and Expenses:

QO her Resources

The General Fund provides the basis of local resources for other governnmental funds. These
transactions are recorded as "Transfers-out” in the General Fund and "Transfers-in" in the
recei ving fund. The County's General Fund also transfers funds to Appal CART and the
Econom c Devel opnent Conmi ssi on.

Conpensat ed Absences

The vacation policy of the County provides for the accunulation of up to thirty (30) days
earned vacation | eave with such | eave being fully vested when earned. The vacation policy
of Appal CART provides for the accumulation of up to two hundred and forty (240) hours earned
vacation | eave. Any excess cannot be carried over to the next year. For the County, the
current portion of the accunul ated vacation pay is not considered to be material; therefore,
no expenditure or liability has been reported in the governmental funds. The County's
liability for accumul ated earned vacation and the salary related paynents as of June 30,
2001 is recorded in the General Long-Term Debt Account Goup. For the County's proprietary
fund and Appal CART, an expense and a liability for conpensated absences and the sal ary-
rel ated paynents are recorded within those funds as the | eave is earned.

The sick | eave policies of the County and Appal CART provide for an unlimted accumul ati on of
earned sick leave. Sick |eave does not vest, but any unused sick | eave accumul ated at the
time of retirement may be used in the deternination of |ength of service for retirement
benefit purposes for the County. Since neither entity has any obligation for accunul ated
sick leave until it is actually taken, no accrual for sick | eave has been made by the County
or its component units.

The County adopted and inplenented the Annual Vacation Leave Conversion Policy effective
Decenber 31, 1993. The policy states that at the end of each benefit year on January 1 any
County enpl oyees with accrued annual vacation |eave in excess of thirty (30) days or two
hundred and forty (240) hours shall have this |eave converted to sick |eave. This converted
sick leave shall be used in the sane manner as accrued sick |leave and may be used for
authori zed sick | eave purposes. And, like regular sick |eave, any unused converted sick
| eave may be counted toward creditable service at retirenent up to a naxi mum of 12 total
si ck days per year of service.
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Total (Menorandum Only) Col unms

The total colums on the acconpanying financial statenents are captioned as, "Total
(Mermorandum Only) - Primary Governnent" because they do not represent consolidated financial
information and are presented only to facilitate financial analysis. The colums do not
present infornmation that reflects financial position, results of operations, or cash flows
in accordance with generally accepted accounting principles for the primary governnent.
Interfund elimnations have not been nade in the aggregation of this data.

Conpar ati ve Dat a/ Recl assi fications

Conparative total data for the prior year have been presented in selected sections of the
acconpanying financial statements in order to provide an understanding of the changes in the
County's financial position and operations. Conparative totals have not been included on
the statenments where their inclusion would not provide enhanced understanding of the
County's financial position and operations or would cause the statenents to be unduly
complex or difficult to understand. Also, certain anounts presented in the prior year's
data have been reclassified to be consistent with the current year's presentation.

St ewar dshi p, Conpliance and Accountability:

Material Violations of Finance-Related Legal and Contractual Provisions

Nonconpl i ance with North Carolina CGeneral Statutes

There were no instances of nonconpliance with North Carolina General Statutes.

Detail Notes on All Funds and Account G oups:

Asset s
Deposits

Al of the County's, Appal CART's and Economi ¢ Devel opnent Conm ssion's deposits are either
insured or collateralized by using one of two nethods. Under the Dedicated Method, all
deposits exceeding the federal depository insurance coverage |evel are collateralized with
securities held by the County's, Appal CART's or Econom c Devel opnent Comm ssion's agents in
these units' nanes. 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 nane
of the State Treasurer. Since the State Treasurer is acting in a fiduciary capacity for the
County, Appal CART and the Econom c Devel opnent Conm ssion, these deposits are considered to
be held by their agents in the entities' names. The amount of the pledged collateral is
based on an approved averaging nmethod for non-interest bearing deposits and the actual
current balance for interest-bearing deposits. Depositories using the Pooling Mthod report
to the State Treasurer the adequacy of their pooled collateral covering uninsured deposits.
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The State Treasurer does not confirm this information with the County, Appal CART, or the
Econom ¢ Devel opnent Commission or with the escrow agent. Because of the inability to
neasure the exact amount of collateral pledged for the County, Appal CART or the Econom c
Devel opnent Comm ssion  under the Pooling Method, the potential exists for
undercol | ateralization, and this risk nay 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 Mt hod.

At June 30, 2001, the County's deposits had a carrying anount of $15,560,169 and a bank
bal ance of $16,212,880. O the bank bal ance, $221,675 was covered by federal depository
i nsurance, and $32,652 in non-interest bearing deposits and $15, 958,553 in interest bearing
deposits were covered by collateral held under the Pooling Method.

At June 30, 2001, Watauga County had $1, 685 cash on hand.

At June 30, 2001, the carrying anount of deposits for Watauga County Econom c Devel oprent
Commi ssion was $1,049 and the bank bal ance was $1,049. Al of the bank bal ance was covered
by federal depository insurance.

At June 30, 2001, the carrying anobunt of deposits for Appal CART was $8,806 and the bank
bal ance was $238,879. O the bank bal ance, $100,000 was covered by federal depository
i nsurance and $138, 879 was covered by collateral held under the Pooling nethod.

| nvest nent s

At year end, the County's investrments consisted of investments with the North Carolina
Capi tal Managenent Trust. Appal CART's investnents consisted of its investnent with the
North Carolina Capital Management Trust. The County's and Appal CART's investnents in the
North Carolina Capital Mnagement Trust are exenpt from risk categorizati on because the
County and Appal CART do not own any identifiable securities in these nutual funds.

At June 30, 2001, the County's investnents consisted of $6,358,425 in the North Carolina
Capi tal Managenent Trust's Cash Portfolio.

At June 30, 2001, Appal CART's investnents consisted of $362,607 in the North Carolina
Capi tal Managenent Trust.

These anmpbunts reflect both the reported and fair val ue.

Property Tax- Use-Val ue Assessnent on Certain Lands

In accordance with the general statutes, agriculture, horticulture, and forest |and may be
taxed by the County at the present-use val ue as opposed to nmarket value. Wen the property
loses its eligibility for use-value taxation, the preceding fiscal years, along with the
accrued interest fromthe original due date.
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Note 3 - Detail Notes on A

St at ement s
June 30, 2001

Funds and Account G oups (continued):

This tax is imrediately due and payabl e.
due if present use-value eligibility is |ost.

The followi ng are property taxes that coul d become

These anounts have not been recorded in the

financial statenents.
Year Levied Tax I nt erest Tot a
1998 $ 296, 821 83, 852 380, 673
1999 313,135 60, 278 373,413
2000 292, 183 29, 949 322,132
2001 298, 150 - - 298, 150
Tot al $1. 200, 289 174,079 1. 374, 368
4. Recei vabl es - Al |l owances for Doubtful Accounts
For the County, the amounts presented in Exhibit A the Conbi ned Bal ance Sheet, are net of
the follow ng allowances for doubtful accounts
Fund 06/ 30/ 01
Ceneral Fund:
Property taxes $ 380, 036
Speci al Revenue Fund
Property taxes 6, 148
Tot al $ 386,184
5. Fi xed Assets
A summary of changes in the County's general fixed assets follows:
By type
Bal ance Bal ance
July 1, 2000 Additions Retirements Transfers June 30, 2001
Land $ 1,814,338 339, 160 -- -- 2,153, 498
Bui | di ngs 22,978, 811 414, 001 59, 510 -- 23, 333, 302
Equi pnent 4, 320, 224 268, 444 613, 040 -- 3, 975, 628
Leasehol d i nmprovenents 36, 953 -- -- -- 36, 953
Construction in progress - - 92, 214 - - - - 92,214
Tot al $ 29,150,326 1,113,819 672,550 ____ -- 29,591, 505
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For the Fiscal Year

Note 3 - Detail Notes on All Funds and Account G oups (continued):

By function
Bal ance

July 1, 2000 Additions Retirenents

Ended June 30, 2001

Bal ance

Transfers June 30, 2001

General governnent
Public safety
Envi r onnent a
Human service
Econom ¢ and physi ca
devel oprent 457, 966

Cultural and recreational 2,690, 386
Educat i on 3,138, 011 --
Construction in progress --

$ 5, 908, 265 821, 264
3,046, 276 164, 706

protection 37,102

13, 872, 320

211,114
271, 943

15, 024

2,779
58, 996

2,621
17,990

25, 493

98, 343
3, 882 -
92, 214 --

157, 393
<40, 862>

6, 675, 808
2,898, 177

891

34, 323
13, 829, 239
-- 435, 094
<117, 422> 2,492,611
3,134, 129
92, 214

Tot al $29, 150,326 1,113,819 672, 550
Reconci | i ati on of additions:

Capital outlay expenditures

Speci al Revenue - public safety

A summary of changes in the Econonic Devel opnent Conmi ssion's genera

Bal ance

July 1, 2000 Additions

Retirenments

29. 591, 595

$1, 094, 276
19, 543

$1.113.819

fixed assets foll ows:
Bal ance
June 30, 2001

Equi prrent $ 11,137 - - --

6. Summary of Proprietary Fund Fi xed Assets

$ 11,137

The fixed assets for the proprietary fund of the County at June 30, 2001 are as foll ows:

Fi xed Accunul at ed

Asset s Depr eci ati on Net
Bui | di ng $ 866, 320 $ 151, 753 $ 714, 567
Land and | and i nprovenents 1, 540, 108 86, 485 1, 453, 623
Leasehol d i nmprovenent s 280, 255 142, 490 137, 765
Equi prent 1, 106, 020 899, 958 206, 062
Furniture and fixtures 157 127 30
Vehi cl es 725, 629 603, 096 122,533

Tot al $ 4,518, 489 $ 1,883,909 $ 2,634, 580
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WATAUGA COUNTY, NORTH CAROLI NA

Notes to the Financial Statenents
For the Fiscal Year Ended June 30, 2001

Detail Notes on All Funds and Account G oups (continued):

The following is a sunmary of proprietary fund type fixed assets for
Appal CART at June 30, 2001:

Fi xed Accunul at ed
Asset s Depr eci ati on Net
Ofice furniture

and equi prent $ 115,080 $ 74, 846 $ 40,234
Shop equi prrent 141, 015 114, 476 26, 539

Vehi cl es 2,118,933 1,574,188 544, 745

Land i npr ovenent 121, 047 68, 779 52, 268
Tot al $2.496, 075 $1,832, 289 $_663, 786

Liabilities:

Pensi on Pl an Obligations

Local Covernnental Enployees' Retirenent System

Pl an Description

WAt auga County contributes to the statewi de Local Governnental Enpl oyees' Retirement System
(LGERS), a cost-sharing nultiple-enpl oyer defined benefit pension plan adm nistered by the
State of North Carolina. LCERS provides retirenent and disability benefits to plan nenbers
and beneficiaries. Article 3 of GS. Chapter 128 assigns the authority to establish and
amend benefit provisions to the North Carolina General Assenbly. The Local Governnental
Enpl oyees' Retirement Systemis included in the Conprehensive Annual Financial Report (CAFR
for the State of North Grolina. The State's CAFR includes financial statements and
required supplenentary information for LGERS. That report nay be obtained by witing to the
Ofice of the State Controller, 1410 Mail Service Center, Raleigh, North Carolina 27699-
1410, or by calling (919) 981-5454.

Fundi ng Policy

Pl an nenbers are required to contribute six percent of their annual covered salary. The
County is required to contribute at an actuarially determned rate. For the County, the
current rate for enpl oyees not engaged in | aw enforcenent and for |aw enforcement officers
is 4.8%and 4.63% respectively, of annual covered payroll. The contribution requirements
of menbers and of Watauga County are established and may be amended by the North Carolina
General Assenbly. The County's contributions to LGERS for the years ended June 30, 2001,
2000, and 1999 were $653, 821, $610, 258, and $578, 890, respectively. The contributions nade
by the County equal ed the required contributions for each year.
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Detail Notes on All Funds and Account G oups (continued):

Law Enforcenment O ficers' Special Separation Al owance

Pl an Description

Wat auga County admi ni sters a public enployee retirenment system (the Separation A lowance), a
singl e-enpl oyer defined benefit pension plan that povides retirement benefits to the
County's qualified sworn | aw enforcenent officers.

The Separation Al lowance 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 retirenent allowances
that may be authorized by the General Assenbly. Article 12D of G S. Chapter 143 assigns the
authority to establish and amend benefit provisions to the North Carolina General Assenbly.
The Separation Allowance is reported in the County's report as a reservation of general
fund equity.

Al full-tine County | aw enforcenment officers are covered by the Separation Allowance. At
Decenber 31, 2000, the Separation Al owance's nenbership consisted of:

Retirees receiving benefits 2
Term nated plan nenbers entitled to
but not yet receiving benefits
Active plan nmenbers
Tot al

[ o
ks

Contri butions

The County is required by Article 12D of G S. Chapter 143 to provide these retirenent
benefits and has chosen to fund the anounts necessary to cover the benefits earned by
reserving Fund Bal ance. There were no contributions made by enpl oyees. The County's
obligation to contribute to this plan is established and nay be anended by the North
Carolina Ceneral Assenbly. Admnistration costs of the Separation Allowance are paid by the
County.

The annual required contribution for the current year was deternined as part of the Decenber
31, 2000 actuarial valuation using the projected unit credit actuarial cost nmethod. The
actuarial assunptions included (a) 7.25%investrment rate of return (net of adm nistrative
expenses) and (b) projected salary increases of 5.9 to 9.8% per year. Both (a) and (b)
included an inflation conponent of 3.75% The assunptions did not include postretirenent
benefit increases. The actuarial value of assets was determined using the narket val ue of
investnents. The unreserved actuarial accrued liability is being anortized as a |evel
percent age of projected payroll on a closed basis. The remaining anortization period at
Decenber 31, 2000 was 30 years.

3 Year Trend Information

Fi scal Annual Pension Per cent age of Net End of Year
Year Ended Cost ( APC) APC Contri but ed ol i gation
06/ 30/ 01 $14, 139 43. 71% $ 59, 781
06/ 30/ 00 14, 295 61. 13 51, 822
06/ 30/ 99 12,104 79.29 59, 781
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Detail Notes on All Funds and Account G oups (continued):

c. Supplenental Retirement Income Plan for Law Enforcenment Oficers

Pl an Description

The County contributes to the Supplenental Retirenment Inconme Plan (Plan), a defined
contri bution pension plan admnistered by the Departnent of State Treasurer and a Board of
Trustees. The Plan provides retirement benefits to | aw enforcenent officers enpl oyed by the
County. Article 5 of GS. Chapter 135 assigns the authority to establish and anmend benefit
provisions to the North Carolina General Assenbly.

Fundi ng Policy

Article 12E of G S. Chapter 143 requires the County to contribute each nmonth an amount equal
to five percent of each officer's salary, and all anounts contributed are vested
imediately. Also, the law enforcenent officers may nmke voluntary contributions to the
plan. Contributions for the year ended June 30, 2001 were $47,888, which consisted of
$41, 820 fromthe County and $6,300 fromthe | aw enforcement officers.

Def erred Conpensation Pl an

The County offers its enployees a deferred conpensation plan created in accordance with
Internal Revenue Code Section 457. The plan, which is available to all full-tinme enpl oyees
(other than those participating in the supplenental retirenent income plans) pernits themto
defer a portion of their salary until future years. The deferred conpensation is not
avail abl e to enployees until termnation, retirenent, death or unforeseeabl e ermergency.

Regi sters of Deeds' Suppl enmental Pension Fund

Pl an Description

WAt auga County al so contributes to the Registers of Deeds' Supplenmental Pension Fund (Fund),
a noncontributory, defined contribution plan adm nistered by the North Carolina Department
of State Treasurer. The Fund provi des suppl enental pension benefits to any county register
of deeds who is retired under the Local Governnent Enpl oyees' Retirenent System (LGERS) or
an equivalent locally sponsored plan. Article 3 of GS. Chapter 161 assigns the authority
to establish and anend benefit provisions to the North Carolina General Assenbly.

Fundi ng Policy

On a nonthly basis, the County renmits to the Department of State Treasurer an anmount equal
to four and one-half percent (4.5% of the monthly receipts collected pursuant to Article 1

of GS. 161. Inmedi ately followi ng January 1 of each year, the Departnent of State
Treasurer divides ninety-three percent (93% of the anobunt in the Fund at the end of the
preceding cal endar year into equal shares to be disbursed as nonthly benefits. The

remai ni ng seven percent (7% of the Fund's assets nmay be used by the State Treasurer in
adm ni stering the Fund. For the fiscal year ended June 30, 2001, the County's required and
actual contributions were $12, 853.
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O her Postenpl oynent Benefits - Watauga County

The County has elected to provide death benefits to | aw enforcenent enpl oyees

through the Death Benefit Plan for nenbers of the Local Governnental Enployees' Retirenent
System (Death Benefit Plan), a multiple-enployer, State-adninistered, cost-sharing plan
funded on a one-year term cost basis. The beneficiaries of those enployees who die in
active service after one year of contributing menbership in the System or who die within
180 days after retirenent or termnation of service and have at |east one year of
contributing nmenbership service in the Systemat the tinme of death are eligible for death
benefits. Lunp sumdeath 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 may not exceed $20,000. Al death benefit paynents are made fromthe Death Benefit
Pl an. The County has no liability beyond the payment of nonthly contributions.
Contributions are deternined as a percentage of nonthly payroll, based upon rates
establ i shed annually by the State.

Because the benefit paynents are made by the Death Benefit Plan and not by the County, the
County does not determine the nunber of eligible participants. For the fiscal year ended
June 30, 2001, the County nmade contributions to the State for death benefits of $1,170. The
County's required contributions for enpl oyees engaged i n | aw enforcenent represented . 14% of
covered payroll. The contributions to the Death Benefit Plan cannot be separated between
t he post enpl oynent benefit amount and the other benefit armount.

Retirement System - Appal CART

The Appal CART retirenent plan is a nmoney purchase plan through Jefferson Pilot Pension Life.

Each enpl oyee who works 1,000 hours in the fiscal year will be eligible for an 8.25% of
gross pay contribution in the retirement system The vesting schedule after working 1, 000
hours in each plan year is as follows:

Years of Service Percent Vested
2 40%
3 60%
4 80%
5 or nore 100%

This rate of contribution is subject to change due to funding constraints. The contribution
requi renent for June 30, 2001 anounted to $54, 337.

Def erred Revenues

The bal ance in deferred revenues for Watauga County at year-end is conposed of the follow ng
el enent s:

Prepai d Prepai d Taxes Tot al
Taxes Not Fees Not Recei vabl e Fees Def erred
Yet Earned Yet Earned (net) Recei vabl e Revenues
General Fund $184, 040 -- 531, 076 -- 715, 116
Enterpri se Fund -- 2,192 -- 102, 367 104, 559
Fire Districts Fund 10, 673 - - 39,912 - - 50, 585
Tot al $194, 713 2,192 570,988 102, 367 870, 260
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The bal ance in deferred revenues for Appal CART at year end is conposed of the follow ng:
2001

Z. Smith Reynolds G ant $ 18, 819
The grant is to be used for a restricted purpose and, accordingly, is not reflected as
incone until such expenditure is made. Management does not anticipate spending these

revenues in the current period.

Summary Di scl osure of Significant Conm tnents

The County had no significant conmtnents as of June 30, 2001.

Ri sk Managenent

The County is exposed to various risks of |losses related to torts; theft of, danage to, and
destruction of assets; errors and onmissions; injuries to enployees; and natural disasters

The County participates in three self-funded risk financing pools adninistered by the North
Carolina Association of GCounty Commissioners. Through these pools, the County obtains
property coverage equal to replacenent cost val ues of owned property subject to a limt of
$125.5 nillion for any one occurrence, general, auto, professional, and enpl oynent practices
liability coverage of $2 nmillion per occurrence, auto physical danage coverage for owned
autos at actual cash value, crime coverage of $250, 000 per occurrence, workers' conpensation
coverage up to the statutory limts, and health and dental insurance for county enpl oyees

The pools are audited annually by Certified Public Accountants, and the audited financi al
statenents are available to the County upon request. Two of the pools are reinsured through
multi-state public entity captive comercial conpanies for single occurrence losses in
excess of $500,000 up to a $2 mllion limt for liability coverage, $600,000 of aggregate
annual |osses in excess of $50,000 per occurrence for property auto physical damage, and
crime coverage, and single occurrence |osses of $350,000 for workers' conpensation. For
heal th and dental insurance, the county is reinsured through the pool for individual |osses
in excess of 115% of expected clains. The pool is reinsured through commercial carrier for
i ndi vidual |osses in excess of $100,000. The County carries commercial coverage for al

other risks of |oss. There have been no significant reductions in insurance coverage from
the previous year and settled clai ms have not exceeded coverage in any of the past three
fiscal years. Appal CART is exposed to various risks of loss related to torts; theft of,
damage to, and destruction of assets; errors and omissions; injuries to enployees; and
natural disasters. Appal CART carries comrercial insurance for these risks of loss. Settled
clains resulting fromthese risks have not exceeded coverage in any of the past three years

C ai ns and Judgenent s

As of June 30, 2001, the County had no clainms or judgenents outstanding

Long- Term Obl i gati ons

Capi tal Leases

The County has entered into agreenents to | ease certain equi prent and vehicles. The
| ease agreenments qualify as capital |eases for accounting purposes and, therefore,
have been recorded at the present value of the future mninumlease paynents as of
the date of their inception
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The fol | owi ng schedul e provides information regarding the capital |eases entered into by the
County:

In the Enterprise Fund:

1996 Vol vo EZ Pack
Trash Truck 02/ 13/ 96 20 Quarterly 7,274.83

1998 Vol vo Trash
Truck 10/ 10/ 97 12 Quarterly 11, 367. 15

The following is an analysis of the assets recorded under capital |eases at June 30:

In the General Fixed Asset

In the Enterprise Fund:
2001 2000

Cl asses of property:
Vehi cl es $ 261.674 261,674

Al of the capital |eases were paid in full during the fiscal year, therefore, the County
has no future mninum | ease obligations as of June 30, 2001.

I nstal | nent Purchase

As authorized by State law [G S. 160A-20 and 153A-158. 1], the County has financed vari ous
property acquisitions in previous years. The installnment purchases were issued pursuant to
security agreenments which require that legal title remain with the County as long as the
debt is outstanding.

The County has one installment purchase serviced by the Solid Waste Fund. This install ment
purchase was executed on February 3, 2000 for the acquisition of a John Deere Front Loader
and requires twelve quarterly principal payments of 11,991 and interest at 4.64% conpounded
quarterly.
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The County also has two installment purchases serviced by the General Fund. The first
instal | nent purchase was executed on Novenber 1, 1997 for construction and renovation of the
Human Services Center and requires sixty quarterly principal and interest paynents of
$72, 318.

The second install ment purchase was executed on Decenber 1, 1998 for the renovation of the
East Annex Buil ding and the Watauga County Health Department and requires forty quarterly
principal and interest paynents of $51,219. For Watauga County, the future nm ni mum payments
as of June 30, 2001, including $951,679 interest, are

Year Endi ng June 30 General Long- Ter m Debt Solid Waste Fund
2002 $ 494,148 50, 469
2003 494, 148 24,400
2004 494, 148 --
2005 494, 148 --
2006 494, 148 --
Next 5 years 1, 954, 156 --
Thereafter 144, 636 - -
Tot al $4, 569, 532 14,869

CGeneral Obligation |ndebtedness

The County's general obligation bonds financed by the governnental funds are accounted for

in the General Long-Term Debt Account G oup. Those general obligation bonds issued to
finance the construction of solid waste disposal facilities utilized in the operations of

the Solid Waste Fund and which are being retired by its resources are reported as |ong-term
debt in the Solid Waste Fund. Al general obligation bonds are collateralized by the full

faith, credit, and taxing power of the County. Principal and interest paynents are
appropri ated when due

Bonds payabl e at June 30, 2001 consist of the follow ng individual issues:

General Obligation Bonds

Servi ced by the General Fund:

$2,411, 400 1988 Farnmers Hone Adm nistration

Loan Di scount Purchase Program bonds

due in seniannual installments through

June 1, 2003; interest at 8.22% $ 563, 200

$7,500, 000 1993 School Facility Serial
Bonds due in semannual installnents

through June 1, 2014; interest at 4.40% $ 4, 875, 000

$9, 400, 000 1994 School Facility Seria

Bonds due in semannual installnments
through June 1, 2015; interest at
5.70% - 5.90% $ 6, 550, 000

25



WATAUGA COUNTY, NORTH CAROLI NA

Notes to the Financial Statenents
For the Fiscal Year Ended June 30, 2001

Note 3- Detail Notes on All Funds and Account G oups (continued):

$7, 100, 000 1996 School Facility Seria

Bonds due in semannual installnments
through June 1, 2015; interest at
5.10% - 5.20% $ 5, 350, 000

Serviced by the Solid Waste Fund

$1, 385, 000 1991 Solid Waste Di sposa

Bonds due in semannual installnments
through June 1, 2011; interest at 6.10% $ 710,000
Tot al $18, 048, 200

Annual debt service requirenents to maturity for the County's general obligation bonds
including interest of $6,920,793 are as foll ows:

Year Endi ng Solid Ceneral Long-Term
June 30 Wast e Fund Debt Account G oup Tot a
2003 114, 370 2, 335, 823 2, 450, 193
2004 109, 720 1, 953, 375 2,063, 095
2005 105, 070 1, 891, 475 1, 996, 545
2006 100, 420 1, 829, 575 1, 929, 995
Next 5 years 392, 350 8, 214, 875 8, 607, 225
Thereafter - - 5,412, 525 5,412,525
Tot al $ 940,875 24,028,118 24,968,993

At June 30, 2001 Watauga County had a | egal debt margin of $233,531, 501

d. Changes in Ceneral Long-Term Debt

The following is a summary of changes in the County's long-termdebt for the fiscal year
ended June 30, 2001

Bal ance Bal ance
July 1, 2000 Addi ti ons Retirenments June 30, 2001
By type
General obligation debt $ 18,779,800 -- 1, 441, 600 17, 338, 200
Instal | nent purchase
contracts 3,924, 496 -- 303, 720 3, 620, 776
Conmpensat ed absences 463, 320 479, 039 399 487 542, 872

Tot al $ 23,167,616 479,039 2.144, 807 21,501, 848
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Bal ance Bal ance
July 1, 2000 Additions Retirenents June 30, 2001
By purpose:
Hospi t al $ 804, 800 -- 241, 600 563, 200
School s 17, 975, 000 -- 1, 200, 000 16, 775, 000
Bui | ding and | and 3,924, 496 -- 303, 720 3, 620, 776
Conpensat ed absences 463, 320 479, 039 399, 487 542, 872
Tot al $ 23,167 616 479, 039 2.144, 807 21,501,848
C Interfund Receivabl es and Payabl es:
Fund I nterfund Receivabl e I nterfund Payabl e
Speci al Revenue
Lynnhaven |1
LLC Proj ect -- 60, 425
Ceneral Fund 60, 425 - -
Tot al : $ _60,425 =60,425
D. Fund Equity
Enterprise Fund - Contributed Capital
On July 1, 1989, the County established the Solid Waste Enterprise Fund to account for the
operations of the landfill. At this time, all landfill assets were transferred to this fund
at original cost |ess accumul ated depreciation fromdate of purchase, as well as landfill
long-termdebts. The net difference between the net asset value and the | ong-termdebts was
consi dered as contributed capital fromthe General Fund. As required by GASB Statenent 33,
Accounting and Financial Reporting for Nonexchange Transactions, the County is recognizing
capital contributions fromexternal sources as revenue rather than as contributed capital.
Note 4 - Joint Ventures:

The County participates in a joint venture to operate Appal achian Regional Library with tw
ot her | ocal governments. Each participating government appoints four board menbers to the
twel ve- menber Board of the Library. The County has an ongoing financial responsibility for
the joint venture because the Library's continued existence depends on the participating
governnents' continued funding. None of the participating governments have any equity
interest in the Library, so no equity interest has been reflected in the financial

statenents at June 30, 2001. In accordance with the intergovernnental agreenent between the
participating governments, the County appropriated $315,000 to the Library to supplenent its
activities. Conpl ete financial statenents for the Library can be obtained from the

Library's offices at 148 Library Drive, Wst Jefferson, NC 28694.
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Joint Ventures conti nued:

The County, in conjunction with Ashe and Al eghany Counties, participates in a joint venture
to operate the Appalachian District Health Departnment. Each participating governnent
appoi nts one board nmenber to the Governing Board and they in turn appoint the other nenbers
of the Governing Board. None of the participating governments have any equity interest in
the Health Department, so no equity interest has been reflected in the financial statements
at June 30, 2001. In accordance with the intergovernnental agreement between the
participating governnents, the County appropriated $425,687 to the Health Departnent to
supplenent its activities. Conplete financial statenents for the Health Department can be
obtained fromthe Health Departnent's offices at 141 Health Center Drive, Boone, NC 28607.

The County al so participates in a joint venture to operate New R ver Behavioral Health Care
with four other |ocal governnents. Each participating government appoints one County
Conmi ssi oner to the CGoverning Board and they in turn appoint the other nmenbers. None of the
participating governments have any equity interest in the Behavioral Health Care Departnent,
SO no equity interest has been reflected in the financial statenents at June 30, 2001. In
accordance with the intergovernnmental agreenent between the participating governments, the
County appropriated $206,492 to the Behavioral Health Care Department to supplenment its
activities. Conplete financial statenments for the Behavioral Health Care Departnent can be
obtained at 895 State Farm Road, Suite 508, Boone, NC 28607.

Jointly Governed Organizations:

The County conmmunal | y governs Cal dwell Community Coll ege and Technical Institute with one
ot her | ocal government and the community college systemof the State of North Carolina. The
County appoints two nmenbers of its fourteen menber Board of Trustees. |n accordance with
the intergovernmental agreenent between the participating governments, the County
appropriated $540,003 to Cal dwell Community Col |l ege and Technical Institute to supplenent
its activities. Conplete financial statenents for the College can be obtained at 2855
H ckory Boul evard, Hudson, NC, 28638.

Contracts:

The County contracts with Watauga Medics, Inc. for anbul ance service. The contract requires
the County to provide the physical plant for Watauga Medics, Inc. The yearly subsidy
amounted to $713,746 for the fiscal year ended June 30, 2001.

Suppl enental and Additi onal Suppl enental One-Hal f of One Percent

Local Governnent 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 supplenental and additional supplenental
sal es taxes, or local option sales taxes, for public school capital outlays or to retire
public school indebtedness. During the fiscal year ended June 30, 2001 the County reported
these | ocal option sales taxes within its General Fund. The County expended the restricted
portion of these taxes for public school capital outlays.
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Publ i ¢ School Buil ding Bond Act of 1997:

The CGeneral Assenbly passed the Public School Building Bond Act of 1997 to provide for the
issuance of $1.8 billion in Sate bonds to be used for nmaking grants to counties for
qualified public school capital outlay projects. The Departnent of Public Instructionis
responsi bl e for project approval and the distribution of funds. The principal armounts of
bonds or notes issued by the State in any twelve nmonth period may not exceed $450 milli on.

O the total $1.8 billion authorized, $30 mllion will be allocated as grants to counties
that have small county school systens, after considering whether the counties denonstrate
both greater than average school construction needs and high property tax rates. The
primary allocation of $I.77 billion will be distributed to all counties based on the average
daily menbership, the ability to pay, and the growth rate of the school adninistrative units
| ocated within each county.

The distribution of the primary allocation is subject to the satisfaction of certain match
requirenents by the counties. Match requirenents may be satisfied by non-Sate expenditures
for public school facilities nmade on or after January 1, 1992. Witauga County's nmatching
requirenents of $.50 for each dollar of allocated bond proceeds has been fulfilled.

Because the County has net its natching requirerment, the County recogni zes revenues equal to
the liabilities incurred for approved project expenditures. Wtauga County requests bond
funds by project to be transferred to an account established by Watauga County Board of
Education for paynment of invoices. To date, the County has expended $3, 046,686 of their
total allocation of $3,858, 443.

School Facilities Finance Act of 1987:

The General Assenbly passed the School Facilities Finance Act of 1987 (Act) to assist county
governnents in meeting their public school facility capital needs. The Act created two
State-funded prograns for the construction and renewal of school facilities: the Public
School Building Capital Fund adm nistered by the

Ofice of State Budget and Managerment and the Oritical School Facilities Fund adm nistered
by the State Board of Education. The Public School Building Capital Fund nay al so be used
to finance equi pment needs under the |ocal school unit's technol ogy plan.

Publ i ¢ School Building Capital Fund

This programis funded using a portion of the corporate income taxes, which are inposed on
corporations doing business in the State. Each cal endar quarter, the Departnent of Revenue
shall renit to the State Treasurer for credit in the fund, an anount equal to the applicable
fraction of the net collections of corporate income taxes received during the previous
quarter mnus $2.5 mllion, which it deposits into the Critical School Facilities Needs
Fund. For the period from10/1/99 to 9/30/2000, the applicable fraction was one-fourteenth
(1/14) of the net collections; for periods after 9/30/2000 the applicable fraction is five
sixty-ninths (5/69) of the net collections of corporate taxes.
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Note 9 -

Note 10 -

WATAUGA COUNTY, NORTH CAROLI NA

Notes to the Financial Statenents
For the Fiscal Year Ended June 30, 2001

School Facilities Finance Act of 1987 (conti nued):

Monies in the fund are allocated to Watauga County on the basis of the average daily
nenbership (ADM) for Watauga County Board of Education as determ ned by the State Board of
Education. The Ofice of State Budget and Management establishes and maintains an ADM
al l ocation account for the County. At June 30, 2001, the bal ance of the County's ADM
al l ocation account was $149,941. The County nust match this balance on the basis of one
dollar for every three dollars of State funds for financing the school unit's facilities
capital needs. The l|ocal school technol ogy plan does not require a county match.

After approving a school capital project authorized by the Act, the Ofice of State Budget
and Managenent will transfer funds from the County's ADM allocation account to its
di sbursing account maintained with the State Treasurer. The County received approval for an
al l ocation of $585,000 fromthe State for the boiler replacenents at Watauga H gh School and
Cove reek El enentary School. The County rust match this bal ance on the basis of one dollar
for every three dollars of State funds. As of June 30, 2001, the County's disbursing
account had a bal ance of $589, 158.

Funds in the allocation and di sbursing accounts are considered State noneys until the County
issues warrants to disburse them At that tine, they are recognized in the County's Ceneral

Fund as a restricted intergovernnental revenue.

Critical School Facilities Needs Fund

This programis funded by the net collections of State incone taxes inposed on corporations
and received by the Departnment of Revenue. Each quarter, the Departnent of Revenue deposits
$2.5 mllion into the fund.

The Commission on School Facility Needs established a priority list of the counties
receiving grants. The Comm ssion on School Facility Needs has since been abolished.

Gants are awarded by the State Board of Education based on the grant priority list. Ajoint
application must be made by the Watauga County Board of Conmissioners and the Watauga County
Board of Education. At June 30, 2001, the Boards had not submitted a grant application.

Benefit Payments |Issued by the State:

The anounts listed below were paid directly to individual recipients by the State from
federal and State nonies. County personnel are involved with certain functions, prinarily
eligibility determ nations, that cause benefit paynents to be issued by the State. These
anounts di sclose this additional aid to County recipients which do not appear in the general
purpose financial statements because they are not revenues and expenditures of the County.

Feder al State
Tenpor ary Assi stance for
Needy Families $ 136, 651 --
Medi cai d 11, 976, 806 6, 135, 918
Food Stanp Program 1,132, 354 --
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Note 12 -

WATAUGA COUNTY, NORTH CAROLI NA

Notes to the Financial Statenents
For the Fiscal Year Ended June 30, 2001

Summary Di scl osure of Significant Contingencies:

Federal and State Assisted Prograns

The County and Appal CART have received proceeds from several federal and State grants.
Periodic audits of these grants are required and certain costs nay be questioned as not
bei ng appropri ate expenditures under the grant agreenents. Such audits could result in the
refund of grant noneys to the grantor agencies. Mnagenent believes that any required
refunds will be immaterial. No provision has been made in the acconpanying financial
statenents for the refund of grant mnoneys.

@G oundwat er Contam nation/Landfill d osure

In March 1993, the County's engineers found groundwater contamination at the County's
landfill site which exceeded State and Federal maxi num contamnant |evels for some
constituents. On April 8, 1994, the County stopped accepting municipal solid waste at the
County's landfill, and closure procedures were initiated. The County's engi neers devel oped
an assessment plan, which was approved by the NCDEHNR Solid Waste Managenent Division, to
determne the extent, nature, and source of the contam nation. The County installed
groundwat er monitoring wells in and around the landfill property to test for the presence of
possi bl e cont am nants. On January 12, 1996, the County's engineers issued a Renedi al
Investigation and Alternative Report which proposed a renedial cap with sone suppl enent al

steps (including sone continued assessnent nonitoring activities). |In February 1996, the
Board of Commissioners approved the engineer's proposal with sone adjustnents based on
public comment. The County, after advertisement and bidding, awarded a contract for

construction of the cap in May 1996. The approximate cost to date of the assessnent and
remedial cap is

$2,700,000. The capping project is conplete and groundwater conditions remain stable.
G oundwat er testing continues, although on a reduced scope. Further renedial actions are
not anticipated unl ess groundwater conditions change.

Addi tional |nformation:

WAt auga Hospital |ncorporated, a North Carolina nonprofit corporation that operates Watauga
Medi cal Center and the County have borrowed $8,300,000 prinmarily for the purpose of
financing or reinbursing Watauga Hospital Incorporated for all or a portion of the (1)
constructing and equi pping a three-story addition to the existing Medical Center facilities,
(2) renovating certain portions of the existing Medical Center facilities and (3) acquiring
certain capital equipnent. Should Watauga Hospital Incorporated default on the bonds, the
County is obligated to make paynents with respect to the borrowi ng of bond proceeds. These
payrments would be nade only from revenues of the Medical Center, or any Medical Center
facility owned by the County replacing the Medical Center whether in whole or in part and
whether or not located on the site of the Medical Center. These bonds are not
collateralized by the faith, credit, and taxing power of the County.
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REQUI RED
SUPPLEMENTAL FI NANCI AL DATA

This section contains additional information required
by generally accepted accounting principles.

Schedul e of Fundi ng Progress for the Law Enf orcenent
O ficers’ Special Separation Allowance.

Schedul e of Enpl oyer Contributions for the Law
Enforcenent O ficers’ Special Separation Al owance.

Notes to the Required Schedules for the Law
Enforcenent O ficers’ special Separation Allowance



WATAUGA COUNTY, NORTH CAROLINA

Law Enforcement Officers' Special Separation Allowance
Required Supplementary Information
Schedule of Funding Progress

Actuarial Actuarial Accrued
Value of Liability (AAL) Unfunded
Actuarial Reserved Projected Unit AAL
Valuation Assets Credit (UAAL)
Date (a) (b) (b-a)
12/31/95 21,120 86,499 65,379
12/31/96 35,840 91,799 55,959
12/31/97 35,840 101,057 65,217
12/31/98 45,840 131,268 85,428
12/31/99 55,840 135,027 79,187
12/31/2000 65,840 237,850 172,010

Schedule 1

Covered UAAL as a
Funded Payroll for Year % of Covered
Ratio Ending on Val Date Payroll
(a/b) (©) ((b-a)/c)
24.42 611,442 10.69 %
39.04 638,974 8.76
35.47 703,831 9.26
34.92 758,755 11.26
41.35 777,266 10.19
27.68 809,782 21.24

* The County has not established a pension trust fund. It has elected to reserve a portion of general fund balance to pay benefits
when due. However, this reservation of general fund balance is not legally binding.
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Schedule 2
WATAUGA COUNTY, NORTH CAROLINA
Law Enforcement Officers' Special Separation Allowance
Required Supplementary Information
Schedule of Employer Contributions

Year Ended
June 30
1992
1993
1994
1995
1996
1997
1998
1999
2000

Annual Required Percentage
Contribution Reserved
$ 8,459 63.00 %
7,649 71.90
9,008 55.51
9,024 58.63
12,168 43.47
11,537 81.74
12,835 77.91
15,150 66.01
15,203 65.78

Reservations of general fund balance were not made in accordance with the actuarially determined
contribution requirements.
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Law Enforcenent O ficers

Wat auga County
Speci al

Separation All owance

Schedul e 3

Requi red Suppl enentary | nformation
Notes to the Required Schedul es

The information presented in the required suppl enentary schedul es was determ ned as

part of the actuarial valuations at the dates indicated. Additional information as
of the | atest actuarial valuation follows.
Val uation date 12/ 31/ 00
Actuarial cost nmethod Project unit created
Anortizati on nmethod Level dollar closed
Remai ni ng anortization period 30 years

Asset val uati on net hod

Mar ket val ue

Actuari al assunptions:
I nvestment rate of return 7.25%
Proj ected sal ary increases 5.9 — 9.8%
I ncludes inflation at 3. 75%
Cost of living adjustnents N A



GENERAL FUND

The General Fund Accounts for resources traditionally associated with government that
are not required legally or by sound financial management to be accounted for in other
funds.




WATAUGA COUNTY, NORTH CAROLINA

General Fund
Comparative Balance Sheets
June 30, 2001 and 2000

ASSETS :

Cash and equivalents
Taxes receivable
Accounts receivable
Tax refunds receivable
Due from other funds
Other assets

TOTAL ASSETS
LIABILITIES AND FUND BALANCES:
LIABILITIES:
Accounts payable
Deferred revenue
Due to other funds

TOTAL LIABILITIES

FUND BALANCES:
Reserved by state statute
Reserved for encumbrances
Reserved for LEO special separation allowance
Designated for subsequent years expenditures
Undesignated

TOTAL FUND BALANCES

TOTAL LIABILITIES AND FUND BALANCES

35

June 30, 2001

Statement 1

June 30, 2000

$ 12,047,128 11,220,757
531,076 504,694
2,504,602 2,901,910
64,127 85,398

60,425 11,563

264,567 22,513

$ 15,471,925 14,746,835
$ 629,594 762,247
715,116 629,693

-- 30,777

1,344,710 1,422,717
2,894,261 3,021,385
670,494 509,250

75,840 65,840

3,451,396 3,264,928
7,035,224 6,462,715
14,127,215 13,324,118

$ 15,471,925 14,746,835




(With Comparative Actual Amounts for the Fiscal Year ended June 30, 2000)

Revenues:

Taxes - ad valorem:
Current year
Prior years
Advertising and interest

Total Taxes - ad valorem

Local Option Sales Taxes:
Article 39 one percent

Article 40 one-half of one percent
Article 41 one-half of one percent

Total Taxes - Local Option Sales

Taxes - other:
Intangibles
Real estate transfer tax
Animal tax
ABC - .05/bottle
Wireless 911 tax
Gross receipts tax - county
Other

Total Taxes - other

Unrestricted intergov. rev.:
Payments in lieu of taxes

50% revenue loss - homestead

80% Retail/Wholesale Reimb.
Manufacturer's Invent. Reimb.
Food Stamp Pur. Tax Reimb.
Inventory Tax Reimb.

Total Unrestricted intergov. rev.

Restricted intergov. revenues:
Grants-Federal & State
Public School Facility Funds
POA-Town of Boone
Court facilities fees

Total Restricted intergov. revenues

Watauga County, North Carolina

General Fund

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN

FUND BALANCE -- BUDGET AND ACTUAL
For the Fiscal Year Ended June 30, 2001

Statement 2 (Page 1 of 9)

2001 2000
Budget Actual Variance Actual

$ 13,670,580 12,703,989
320,836 345,558

89,000 97,631

13,586,479 14,080,416 493,937 13,147,178
4,384,426 4,356,754

1,694,875 1,673,036

1,680,437 1,659,258

7,568,628 7,759,738 191,110 7,689,048
- 382,925

305,781 297,031

1,507 1,280

15,177 15,456

- 77,762
24,798 -

102,241 96,846

801,500 449,504 (351,996) 871,300
7,483 7,106

29,195 29,195

148,597 147,981

62,032 62,032

22,839 22,793

70,928 72,138

336,632 341,074 4,442 341,245
3,960,408 3,563,884

55,704 40,138

6,000 6,000

100,745 90,251

4,358,879 4,122,857 (236,022) 3,700,273
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Statement 2 (Page 2 of 9)
Watauga County, North Carolina
General Fund
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN
FUND BALANCE -- BUDGET AND ACTUAL
For the Fiscal Year Ended June 30, 2001
(With Comparative Actual Amounts for the Fiscal Year ended June 30, 2000)

2001 2000
Budget Actual Variance Actual
Permits and fees:
Gun permits 10,525 13,955
Serving civil summons 15,023 15,754
Jail and officer fees 38,593 31,774
Drug fees awarded by court 4,258 781
Planning and inspection fees 213,127 158,997
Marriage license 8,160 10,109
Register of deeds fees 247,533 210,119
Fire inspection fees 4,260 4,228
Total Permits and fees 524,400 541,479 17,079 445,717
Sales and service:
Land sales - 60,525
POA income svc. - soc. serv. 14,043 15,000
Recreation department revenues 321,036 313,548
Sales of tax maps 1,067 2,478
Data processing fees 1,222 1,010
Rich Mtn. antenna rental 2,500 2,500
Copy revenue 16,309 15,236
Tax collection fees-Towns 53,616 52,013
Jail medical service 2,046 -
Other 41,490 67,085
Total Sales and service 456,945 453,329 (3,616) 529,395
Investment earnings:
Interest earned on investments 468,000 919,945 451,945 704,394
Miscellaneous: 173,106 524,906 351,800 431,003
TOTAL REVENUES 28,274,569 29,193,248 918,679 27,859,553
EXPENDITURES:
General Government
Governing body:
Operating expenses 50,088 50,039 49 50,167
Administration:
Salaries and benefits 145,929 133,035
Operating expenses 9,893 12,122
Total Administration 159,210 155,822 3,388 145,157
Finance:
Salaries and benefits 215,907 205,146
Operating expenses 41,900 42,428
Capital outlay - -
Total Finance 293,730 257,807 35,923 247,574
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Statement 2 (Page 3 of 9)
Watauga County, North Carolina
General Fund
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN
FUND BALANCE -- BUDGET AND ACTUAL
For the Fiscal Year Ended June 30, 2001
(With Comparative Actual Amounts for the Fiscal Year ended June 30, 2000)

2001 2000
Budget Actual Variance Actual
Tax Supervisor:
Salaries and benefits 677,158 656,320
Operating expenses 132,097 169,249
Capital outlay 25,180 9,983
Total Tax Supervisor 851,307 834,435 16,872 835,552
Tax Revaluation:
Salaries and benefits 69,554 25,743
Operating expenses 83,607 13,255
Capital outlay - 9,913
Total Tax Revaluation 255,125 153,161 101,964 48,911
Legal Services:
Operating expenses 37,200 22,467 14,733 30,267
Court facilities:
Operating expenses 1,516 13,629
Capital outlay 15,092 24,448
Total Court facilities 18,800 16,608 2,192 38,077
Elections:
Salaries and benefits 106,860 91,188
Operating expenses 58,695 68,831
Capital outlay - 10,816
Total Elections 236,421 165,555 70,866 170,835
Register of Deeds:
Salaries and benefits 259,984 241,005
Operating expenses 65,392 89,513
Capital outlay 2,128 -
Total Register of Deeds 368,751 327,504 41,247 330,518
General administration:
Operating expenses 222,279 194,009
Capital outlay 666,022 1,665
Total General administration 1,199,113 888,301 310,812 195,674
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Statement 2 (Page 4 of 9)
Watauga County, North Carolina
General Fund
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN
FUND BALANCE -- BUDGET AND ACTUAL
For the Fiscal Year Ended June 30, 2001
(With Comparative Actual Amounts for the Fiscal Year ended June 30, 2000)

2001 2000
Budget Actual Variance Actual
Data processing:
Salaries and benefits 132,534 90,033
Operating expenses 109,615 105,317
Capital outlay 73,606 114,998
Total Data processing 506,795 315,755 191,040 310,348
Maintenance:
Salaries and benefits 681,154 541,564
Operating expenses 43,160 34,718
Capital outlay 1 38,624
Total Maintenance 785,613 724,315 61,298 614,906
Public Buildings
Courthouse:
Operating expenses 136,418 88,091
Capital outlay 1,003 5,805
Total Courthouse 233,642 137,421 96,221 93,896
East Courthouse Annex:
Operating expenses 21,332 30,351
Capital outlay 14,768 76,164
Total East Courthouse Annex 67,273 36,100 31,173 106,515
Ginn House:
Operating expenses 13,725 13,375 350 --
Emergency Management:
Operating expenses 5,800 31 5,769 297
Hannah:
Operating expenses 33,575 48,250
Capital outlay 26,365 16,782
Total Hannah 72,421 59,940 12,481 65,032
Animal Shelter:
Operating expenses 6,925 4,082 2,843 2,808
Old Cove Creek School
Operating expenses 14,533 11,408 3,125 -
New Health Department
Operating expenses -- 11,857
Capital Outlay 78,921 -
Total New Health Department 246,040 78,921 167,119 11,857
Public Building-APPALCART:
Operating expenses 2,291 1,199 1,092 1,336
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Statement 2 (Page 5 of 9)
Watauga County, North Carolina
General Fund
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN
FUND BALANCE -- BUDGET AND ACTUAL
For the Fiscal Year Ended June 30, 2001
(With Comparative Actual Amounts for the Fiscal Year ended June 30, 2000)

2001 2000
Budget Actual Variance Actual
New Library:
Operating expenses 30,551 24,824 5,727 24,016
Caldwell College & Tech. Inst:
Operating expenses 3,900 1,135 2,765 5,423
Watauga Comm. Center:
Operating expenses 18,992 15,013 3,979 10,117

Law Enforcement Center:
Operating expenses 29,008 42,566
Capital outlay - -

Total Law Enforcement Center 39,321 29,008 10,313 42,566

West Courthouse Annex:
Operating expenses 20,717 43,659
Capital outlay - -

Total West Courthouse Annex 37,314 20,717 16,597 43,659

Human Services Center:

Operating expenses 54,813 58,790
Capital Outlay - 6,227
Total Human Services Center 62,041 54,813 7,228 65,017

Appalachian Enterprise Center:
Operating expenses 11,000 7,460 3,540 253

Prison Camp Site
Operating expenses 28,293 15,589 12,704 15,250

Recreation Administration Center:
Operating expenses 2,140 1,333 807 --

Aquatics Center:
Operating expenses 79,713 79,713 -- --

Opt./Maintenance Facility:
Operating expenses 19,561 18,490 1,071 -

Recreation Fields/Parks:

Operating expenses 15,965 11,424 4,541 -
Total Public Buildings 1,011,441 621,996 389,445 488,042
Total General Government 5,773,594 4,533,765 1,239,829 3,506,028

Public Safety
Sheriff's department:

Salaries and benefits 1,138,969 1,086,115
Operating expenses 138,954 139,210
Capital outlay 87,832 180,158

Total Sheriff's department 1,399,574 1,365,755 33,819 1,405,483
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STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN
FUND BALANCE -- BUDGET AND ACTUAL
For the Fiscal Year Ended June 30, 2001

General Fund

Watauga County, North Carolina

Statement 2 (Page 6 of 9)

(With Comparative Actual Amounts for the Fiscal Year ended June 30, 2000)

Communications:
Salaries and benefits
Operating expenses

Total Communications

Jail:
Salaries and benefits
Operating expenses
Capital outlay

Total Jail

Emerg. Mgt. & Fire Protect.:
Salaries and benefits
Operating expenses
Capital outlay

Total Emerg. Mgt. & Fire Protect.

Planning and Inspections:
Salaries and benefits
Operating expenses
Capital outlay

Total Planning and Inspections

Medical examiner:
Operating expenses

Ambulance and rescue squad:
Operating expenses

Animal control:
Salaries and benefits
Operating expenses
Capital outlay

Total Animal control

Forestry:
Operating expenses

Total Public Safety

2001 2000
Budget Actual Variance Actual

264,966 239,639
23,516 19,893
311,728 288,482 23,246 259,532
294,130 280,830
163,653 142,099

1,544 --
470,677 459,327 11,350 422,929
139,553 127,692
351,924 351,175

16,505 -
523,598 507,982 15,616 478,867
317,328 307,687
32,986 30,865
3,668 19,498
375,376 353,982 21,394 358,050
22,000 11,700 10,300 19,225
794,900 776,038 18,862 818,809
79,829 61,746
19,190 18,059

46,006 -
161,060 145,025 16,035 79,805
34,582 34,582 -- 32,651
4,093,495 3,942,873 150,622 3,875,351
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Statement 2 (Page 7 of 9)
Watauga County, North Carolina
General Fund
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN
FUND BALANCE -- BUDGET AND ACTUAL
For the Fiscal Year Ended June 30, 2001
(With Comparative Actual Amounts for the Fiscal Year ended June 30, 2000)

2001 2000
Budget Actual Variance Actual
Economic & Physical Development
Elderly & Disabled Transportation:

Operating expenses 33,353 29,630 3,723 25,750
Special Appropriations: 612,489 379,548 232,941 372,775
Cooperative extension:

Salaries and benefits 141,769 134,690

Operating expenses 19,068 18,343

Capital outlay - 5,789

Total Cooperative extension 163,753 160,837 2,916 158,822
Soil conservation:

Salaries and benefits 67,233 63,904

Operating expenses 9,378 8,864

Capital outlay - -

Total Soil conservation 87,447 76,611 10,836 72,768
Golden Leaf Grant

Salaries and benefits 3,795 -

Operating expenses 16,835 --

Capital outlay 2,621 -

Total Golden Leaf Grant 50,000 23,251 26,749 -
Total Economic & Physical Development 947,042 669,877 277,165 630,115
Human Services
Public health:

Operating expenses 425,687 425,687 - 405,687
Mental health:

Operating expenses 392,549 375,057 17,492 345,613
Social services - admin.:

Salaries and benefits 1,740,138 1,545,574

Operating expenses 221,419 180,094

Capital outlay 6,666 4,186

Total Social services - admin. 1,992,630 1,968,223 24,407 1,729,854
Beneficiary payments: 1,738,731 1,674,553 64,178 1,562,047
State foster care and daycare

Room & Board 6,000 6,705

Other 70 150

Purchase-daycare XX 605,904 539,494

Total State foster care and daycare 700,843 611,974 88,869 546,349
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Watauga County, North Carolina
General Fund
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN
FUND BALANCE -- BUDGET AND ACTUAL
For the Fiscal Year Ended June 30, 2001

Statement 2 (Page 8 of 9)

(With Comparative Actual Amounts for the Fiscal Year ended June 30, 2000)

Project on aging:
Salaries and benefits
Operating expenses
Capital outlay

Total Project on aging

Veterans service officer:
Salaries and benefits
Operating expenses
Capital outlay

Total Veterans service officer

Total Human Services

Education
Public Schools - current
Public Schools - capital outlay
Community College - current

Community College - capital outlay

Total Education

Cultural and recreational
Library:
Operating expenses

Sesquicentennial Activities:
Operating expenses

Recreation:
Salaries and benefits
Operating expenses
Capital outlay

Total Recreation
Aquatics:
Salaries and benefits
Operating expenses

Capital outlay

Total Aquatics

2001 2000

Budget Actual Variance Actual
1,236,266 1,168,720
247,549 255,917
8,358 6,628
1,660,939 1,492,173 168,766 1,431,265
85,642 80,592
4,002 6,457
91,342 89,644 1,698 87,049
7,002,721 6,637,311 365,410 6,107,864
6,449,244 5,650,183
1,121,127 672,121
501,502 549,332
40,000 22,000
8,114,854 8,111,873 2,981 6,893,636
315,000 315,000 -- 300,000
-- -- -- 17,014
385,881 398,844
183,344 160,718
15,057 16,310
645,598 584,282 61,316 575,872
142,267 146,131
20,350 81,398
180,570 162,617 17,953 227,529
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Watauga County, North Carolina

General Fund
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN

FUND BALANCE -- BUDGET AND ACTUAL
For the Fiscal Year Ended June 30, 2001
(With Comparative Actual Amounts for the Fiscal Year ended June 30, 2000)

Recreation - Maintenance:

Salaries and benefits

Operating expenses

Capital outlay

Total Recreation - Maintenance

Total Cultural and recreational
Debt Service

Principal retirement

Interest & fees
Total Debt Service

TOTAL EXPENDITURES

Excess (deficiency) of revenues over
expenditures

OTHER FINANCING SOURCES (USES):
Operating transfers from other funds
Fund balance appropriated
Operating transfers to other funds
Operating transfers to component units

TOTAL OTHER FINANCING SOURCES (USES)

Excess (deficiency) of revenues over
expenditures & other sources (uses) $

Fund balances at beginning of year
Residual equity transfer

Fund balances at end of year

Statement 2 (Page 9 of 9)

2001 2000

Budget Actual Variance Actual
- 151,215
6,168 55,719
13,171 4,919
20,505 19,339 1,166 211,853
1,161,673 1,081,238 80,435 1,332,268
1,745,320 1,727,650
1,195,552 1,290,916
2,941,978 2,940,872 1,106 3,018,566
30,035,357 27,917,809 2,117,548 25,363,828
(1,760,788) 1,275,439 3,036,227 2,495,725
1,595,116 1,349,076 (246,040) 611,903
1,999,342 - (1,999,342) -
(1,713,806) (1,713,806) - (1,824,010)
(119,864) (119,864) - (116,000)
1,760,788 (484,594) (2,245,382) (1,328,107)
- 790,845 790,845 1,167,618
13,324,118 12,109,321
12,252 47,179
$ 14,127,215 13,324,118
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SPECIAL REVENUE FUND

Special Revenue Funds are used to account for specific revenues that are legally
restricted to expenditure for particular purposes.

Fire District Fund — This fund accounts for the ad valorem tax levies of twelve fire
districts in Watauga County.

Revaluation Fund — This fund accounts for the accumulation of resources to be used for
the octennial revaluation of real property.

Capital Reserve Fund — This fund was established in accordance with North Carolina
law to account br the accumulation of resources to be used for various construction
projects. When a construction project begins, a fund will be transferred to a Capital
Projects Fund based on the Capital project ordinance.

E-911 Telephone Surcharge Fund — This fund was established in accordance with
North Carolina law to account for the accumulation of telephone surcharges to be used
for emergency telephone systems.

Substance Abuse Tax Fund — This fund accounts for the accumulation of resources to
be used for the prevention of substance abuse and related crimes.

Lynnhaven Il LLC Project Fund — This fund accounts for the accumulation of loan
funds to help finance the construction of a nursing care facility.



ASSETS:

Cash and equivalents
Other assets
Accounts receivable
Taxes receivable
Due from other funds

TOTAL ASSETS

LIABILITIES AND FUND BALANCE:

LIABILITIES:

Accounts payable
Deferred revenue
Due to other funds

TOTAL LIABILITIES

FUND BALANCES:
Reserved by state statue
Reserved for encumbrances
Designated for subsequent
years expenditures

TOTAL FUND BALANCE

TOTAL LIABILITIES
AND FUND BALANCE

$

WATAUGA COUNTY, NORTH CAROLINA
Special Revenue Funds
Combining Balance Sheet
June 30, 2001
(With Comparative Totals for June 30, 2000)

Statement 3

Combining Totals

E-911 Substance Lynnhaven
Fire Capital Telephone Abuse Il
Districts Revaluation Reserve Surcharge Tax LLC Project 2001 2000

54,086 74,069 5,935,108 425,483 46,669 - 6,535,415 6,476,295
- - - 28,243 60,425 88,668 50,091
39,921 - - - - - 39,921 43,244
- - - - - - 30,777
94,007 74,069 5,935,108 453,726 46,669 60,425 6,664,004 6,600,407
43,422 - - 655 779 - 44,856 57,181
50,585 - - - - - 50,585 50,363
- - - - - 60,425 60,425 11,563
94,007 - - 655 779 60,425 155,866 119,107
- - - 28,243 - - 28,243 38,528
- - - 2,580 - - 2,580 1,736
6,441,036

- 74,069 5,935,108 422,248 45,890 - 6,477,315
- 74,069 5,935,108 453,071 45,890 - 6,508,138 6,481,300
94,007 74,069 5,935,108 453,726 46,669 60,425 6,664,004 6,600,407
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Statement 4
WATAUGA COUNTY, NORTH CAROLINA
Special Revenue Funds
Combining Statement of Revenues, Expenditures,
and Changes in Fund Balances
For the Fiscal Year Ended June 30, 2001
(With Comparative Totals For the Fiscal Year Ended June 30, 2000)
Combining Totals

E-911 Substance Lynnhaven
Fire Capital Telephone Abuse I
Districts Revaluation Reserve Surcharge Tax LLC Project 2001 2000

Revenues:

Ad valorem taxes 680,130 - - - - - 680,130 643,406

Permits and fees - - - 272,152 - - 272,152 261,279

Donations -- -- -- -- -- -- -- --

Investment earnings 4,841 4,907 261,572 13,368 516 -- 285,204 316,271

Unrestricted intergovernmental revenues -- -- -- -- -- -- -- --

Restricted intergovernmental revenues -- -- -- 61,160 3,449 317,262 381,871 81,354
Total revenues 684,971 4,907 261,572 346,680 3,965 317,262 1,619,357 1,302,310
Expenditures:

Economic and physical development -- -- -- -- -- 317,262 317,262 55,520

General government -- -- 5,000 -- -- -- 5,000 --

Education -- -- -- -- -- -- -- --

Public safety 684,971 -- -- 222,919 16,721 -- 924,611 864,574

Debt service -- -- -- -- -- -- -- 22,128
Total expenditures 684,971 -- 5,000 222,919 16,721 317,262 1,246,873 942,222

Excess (deficiency) of revenues
over expenditures -- 4,907 256,572 123,761 (12,756) -- 372,484 360,088

Other financing sources (uses):

Proceeds of capital leases -- -- -- -- -- -- -- --

Operating transfers in (out) -- (76,946) (347,130) 78,430 -- -- (345,646) 351,261
Total other financing sources(uses) -- (76,946) (347,130) 78,430 -- -- (345,646) 351,261

Excess (deficiency) of revenues and
other sources over expenditures -- (72,039) (90,558) 202,191 (12,756) -- 26,838 711,349

Fund balance at beginning of year -- 146,108 6,025,666 250,880 58,646 -- 6,481,300 5,770,183

Residual Equity Transfer -- -- -- -- -- -- -- (232)
Fund balance at end of year $ -- 74,069 5,935,108 453,071 45,890 -- 6,508,138 6,481,300
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Statement 5
WATAUGA COUNTY, NORTH CAROLINA
Fire Districts Fund
Statement of Revenues, Expenditures, and Changes in
Fund Balance - Budget and Actual
For the Fiscal Year Ended June 30, 2001
(With Comparative Actual Amounts For the Fiscal Year Ended June 30, 2000)

2001 2000
Variance
Favorable
Budget Actual (Unfavorable) Actual
Revenues:

Ad valorem taxes $ 693,416 680,130 (13,286) 643,406
Investment earnings - 4,841 4,841 5,446
Total revenues 693,416 684,971 (8,445) 648,852

Expenditures:

Public safety:
Beaver Dam Fire District 43,849 41,658 2,191 39,531
Blowing Rock Fire District 86,374 85,907 467 81,339
Boone Fire District 122,909 122,373 536 114,795
Cove Creek Fire District 85,957 85,101 856 81,189
Deep Gap Fire District 42,652 42,484 168 37,671
Foscoe Fire District 151,249 149,759 1,490 143,901
Meat Camp Fire District 48,683 48,453 230 46,500
Meat Camp/Creston Fire District 1,464 1,192 272 1,169
Shawneehaw Fire District 29,511 29,246 265 27,489
Stewart Simmons Fire District 23,243 22,326 917 21,191
Todd Fire District 12,712 12,502 210 12,242
Zionville Fire District 44,813 43,970 843 41,835
Total expenditures 693,416 684,971 8,445 648,852

Excess (deficiency) of revenues over
expenditures $ 693,416 - - -

Fund balance at beginning of year - -

Fund balance at end of year $ - -
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WATAUGA COUNTY, NORTH CAROLINA
Revaluation Fund

Statement of Revenues, Expenditures, and Changes in
Fund Balance - Budget and Actual
For the Fiscal Year Ended June 30, 2001

(With Comparative Actual Amounts For the Fiscal Year Ended June 30, 2000)

Revenues:
Investment earnings

Expenditures:
General government

Excess (deficiency) of revenues over
expenditures

Other financing sources (uses):
Operating transfers:
From General Fund
To General Fund

Total Operating Transfers

Excess (deficiency) of revenues and other
sources (uses) over expenditures

Appropriated fund balance
Excess (deficiency) of revenues, other
sources (uses), and appropriated fund
balance over expenditures

Fund balance at beginning of year

Fund balance at end of year
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2001
Variance
Favorable
Budget Actual (Unfavorable)
- 4,907 4,907
- 4,907 4,907
(79,946) 76,946 -
(79,946) 72,039 4,907
79,946 - (76,946)
- (72,039) (72,039)
146,108
$ 74,069

Statement 6

2000

Actual

10,907

10,907

100,000
(187,258)

(87,258)

(76,351)

(76,351)

222,459

146,108



Revenues:
Donations
Investment earnings
Restricted intergovernmental

Total revenues
Expenditures:
Capital projects
Education

Total expenditures

Excess (deficiency) of revenues over
expenditures

Other financing sources (uses):
Operating transfers - in (out):
From general fund
To general fund
To capital projects
Total other financing sources (uses)

Excess (deficiency) of revenues and other
sources (uses) over expenditures

Appropriated fund balance
Excess (deficiency) of revenues, other
sources (uses), and appropriated fund
balance over expenditures

Fund balance at beginning of year

Residual Equity Transfer

Fund balance at end of year

WATAUGA COUNTY, NORTH CAROLINA

Capital Reserve Fund
Statement of Revenues, Expenditures, and Changes in

Fund Balance - Budget and Actual
For the Fiscal Year Ended June 30, 2001
(With Comparative Actual Amounts For the Fiscal Year Ended June 30, 2000)

2001
Variance
Favorable
Budget Actual (Unfavorable)
$ - - -
- 261,572 261,572
45,000 - (45,000)
45,000 261,572 216,572
710,459 5,000 705,459
710,459 5,000 705,459
(665,459) 256,572 922,031
925,000 925,000 -
(1,518,170) (1,272,130) 246,040
(593,170) (347,130) 246,040
(1,258,629) (90,558) 1,168,071
1,258,629 - (1,258,629)
$ - (90,558) (90,558)
6,025,666
5,935,108
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Statement 7

2000

Actual

285,829

863,164
(413,312)

449,852

735,681

735,681

5,243,038

46,947

6,025,666



WATAUGA COUNTY, NORTH CAROLINA
E-911 Telephone Surcharge Fund
Statement of Revenues, Expenditures, and Changes in
Fund Balance - Budget and Actual
For the Fiscal Year Ended June 30, 2001

(With Comparative Actual Amounts For the Fiscal Year Ended June 30, 2000)

Revenues:
Permits and fees: 911 subscriber fees
Restricted intergovernmental: Wireless 911 funds
Investment earnings

Total revenues
Expenditures:
Public safety:

911 system subscriber fees:
Salaries and wages
Operating expenses
Capital outlay

Total 911 system subscriber fees

Wireless 911:

Operating expenses
Capital outlay
Total wireless 911
Total Public Safety
Debt service

Total expenditures

Excess (deficiency) of revenues over
expenditures

Other financing sources (uses):
Operating transfer from General Fund
Excess (deficiency) of revenues and
other sources (uses) over expenditures
Appropriated fund balance
Excess (deficiency) of revenues
and appropriated fund balance
over expenditures
Fund balance at beginning of year

Fund balance at end of year
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2001
Variance
Favorable
Budget Actual (Unfavorable)
260,000 272,152 12,152
40,030 61,160 21,130
3,170 13,368 10,198
303,200 346,680 43,480
45,249 44,940 309
212,962 161,366 51,596
6,695 3,030 3,665
264,906 209,336 55,570
106,660 1,316 105,344
11,770 12,267 (497)
118,430 13,583 104,847
383,336 222,919 160,417
383,336 222,919 160,417
(80,136) 123,761 203,897
78,430 78,430 -
(1,736) 202,191 203,927
1,736 - (1,736)
- 202,191 202,191
250,880
$__453071

Statement 8

2000

Actual

261,279

13,401

274,680

31,442
103,936
72,223

207,601

207,601

22,128

229,729

44,951

(11,333)

33,618

33,618

217,262

250,880



Statement 9
WATAUGA COUNTY, NORTH CAROLINA
Substance Abuse Tax Fund
Statement of Revenues, Expenditures, and Changes in
Fund Balance - Budget and Actual
For the Fiscal Year Ended June 30, 2001
(With Comparative Actual Amounts For the Fiscal Year Ended June 30, 2000)

2001 2000
Variance
Favorable
Budget Actual (Unfavorable) Actual
Revenues:
Investment earnings $ 750 516 (234) 688
Restricted intergovernmental 27,000 3,449 (23,551) 25,834
Total revenues 27,750 3,965 (23,785) 26,522
Expenditures:
Public Safety 27,750 16,721 11,029 8,121
Excess (deficiency) of revenues over
expenditures - (12,756) (12,756) 18,401
Appropriated fund Balance - - - -
Excess (deficiency) of revenues, other
sources (uses), and appropriated
fund balance over expenditures $ - (12,756) (12,756) 18,401
Fund balance at beginning of year 58,646 40,245
Fund balance at end of year $ 45,890 58,646
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Statement of Revenues, Expenditures, and Changes in

Revenues:
Restricted intergovernmental

Total revenues

Expenditures:
Capital Outlay

Excess (deficiency) of revenues over
expenditures
Appropriated fund Balance
Excess (deficiency) of revenues, other

sources (uses), and appropriated
fund balance over expenditures

Fund balance at beginning of year

Fund balance at end of year

WATAUGA COUNTY, NORTH CAROLINA

Lynnhaven Il LLC Project

Fund Balance - Budget and Actual
For the Fiscal Year Ended June 30, 2001
(With Comparative Actual Amounts For the Fiscal Year Ended June 30, 2000)

2001
Variance
Favorable
Budget Actual (Unfavorable)
$ 374,547 317,262 (57,285)
374,547 317,262 (57,285)
$ 374,547 317,262 57,285
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Statement 10

2000

Actual

25,933

25,933

25,933



CAPITAL PROJECTSFUNDS

Capital projects Funds are used to account for the acquisition and construction of major
capital facilities other than those financed by proprietary funds and trust funds.

Parks and Recreation — High School Athletic Complex Fund — This fund is used to
account for the construction of the athletic complex. The project is being financed
through State grants.



Statement 11
WATAUGA COUNTY, NORTH CAROLINA
Capital Projects Funds
Combining Balance Sheet
June 30, 2001
(With Comparative Totals for June 30, 2000)

Parks and Combining Totals
Recreation
High School June 30 June 30
Athletic Complex 2001 2000
Assets:

Cash and equivalents $ -- -- 12,252
Accounts receivable -- -- --
Tax refunds receivable -- -- --
Due from other funds -- -- --

Total Assets $ -- -- 12,252

Liabilities and Fund Balance:

Liabilities:

Accounts Payable - -

Due to Other Funds -- -- --

Total Liabilities $ -- -- --

Fund Balance:

Reserved by state statute -- -- --

Reserved for encumbrances -- -- --

Designated for future expenditures -- -- 12,252

Total Fund Balance -- -- 12,252
Total Liabilities and Fund Balance $ -- -- 12,252
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Statement 12
WATAUGA COUNTY, NORTH CAROLINA
Capital Projects Funds
Combining Statement of Revenues, Expenditures
and Changes in Fund Balance
For the Fiscal Year Ended June 30, 2001
(With Comparative Totals for the Fiscal Year Ended June 30, 2000)

Combining Totals

Parks & Rec
High School June 30 June 30
Athletic 2001 2000
Revenues:
Donations $ - - -
Restricted intergovernmental revenues - - 20,302
Investment earnings - - 3,717
Total Revenues - - 24,019

Expenditures:
Capital Projects 109,453
Debt Service - - -

Total Expenditures - - 109,453

Excess (deficiency) of revenues
over expenditures - - (85,434)

Other financing sources (uses):
Operating transfers - in (out):
From capital reserve fund - - -
From general fund - - -
From enterprise fund - - -

Installment purchase proceeds - - -
Proceeds from general obligation bonds - - -

Total other financing sources (uses) - - -

Increase (decrease) in fund balance - - (85,434)

Fund balance at beginning of year 12,252 12,252 144,633
Residual equity transfer (12,252) (12,252) (46,947)

Fund balance at end of year $ - - 12,252
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From Inception and For the Fiscal Year Ended June 30, 2001

Revenues:
Restricted intergovernmental revenues
Investment earnings
Total revenues
Expenditures:
Construction
Excess (deficiency) of revenues over
expenditures

Increase (decrease) in fund balance

Fund balance at beginning of year
Residual Equity Transfer

Fund balance at end of year

WATAUGA COUNTY, NORTH CAROLINA

Parks and Recreation - High School Athletic Complex
Statement of Revenues and Expenditures and Changes in
Fund Balance - Budget and Actual

Statement 13

Actual Variance
Prior Current Total-to Favorable
Budget Years Year Date (Unfavorable)
$ 250,000 250,000 -- 250,000 --
13,992 14,876 -- 14,876 884
263,992 264,876 -- 264,876 884
263,992 252,624 -- 252,624 11,368
-- 12,252 -- 12,252 12,252
$ - 12,252 -- 12,252 12,252
12,252
(12,252)
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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 intent of the government’s
council is that the costs of providing goods or services to the general public on a
continuing basis be financed or recovered primarily through user charges, or where the
government’s council has decided that the periodic determination of net income is
appropriate for accountability purposes.




Statement 14 (Pg 1 of 2)
WATAUGA COUNTY, NORTH CAROLINA
Solid Waste Fund
Statement of Revenues and Expenditures
Budget and Actual (NON-GAAP)
For the Fiscal Year Ended June 30, 2001
(With Comparative Actual Amounts For the Fiscal Year Ended June 30, 2000)

2001 2000
Variance
Favorable
Budget Actual (Unfavorable) Actual
REVENUES:
Operating revenues:
Landfill revenues $ 2,266,664 2,300,850 34,186 2,519,076
Miscellaneous 7,000 5,368 (1,632) 550
Total operating revenues 2,273,664 2,306,218 32,554 2,519,626
Non-operating revenues:
Interest earned on investments 90,000 125,163 35,163 128,501
Sale of fixed assets -- -- -- 6,106
Total non-operating revenues 90,000 125,163 35,163 134,607
TOTAL REVENUES 2,363,664 2,431,381 67,717 2,654,233
OTHER FINANCING SOURCES:
Operating transfers from other funds 710,376 710,376 - 860,845
Proceeds of lease purchase - - - 143,895
Fund balance appropriated 73,044 -- (73,044) --
TOTAL OTHER FINANCING SOURCES 783,420 710,376 (73,044) 1,004,740
TOTAL REVENUES AND OTHER FINANCING SOURCES 3,147,084 3,141,757 (5,327) 3,658,973
EXPENDITURES:
Landfill operations:
Salaries and wages 574,986 559,234 15,752 564,483
Operating expenses 2,323,082 1,907,833 415,249 1,965,548
Total landfill operations 2,898,068 2,467,067 431,001 2,530,031
Budgetary appropriations
Interest paid 53,848 53,836 12 58,149
Debt principal 159,418 159,429 (11) 170,026
Capital outlay 35,750 18,365 17,385 181,595
Total budgetary appropriations 249,016 231,630 17,386 409,770
TOTAL EXPENDITURES 3,147,084 2,698,697 448,387 2,939,801
REVENUES AND OTHER SOURCES OVER (UNDER)
EXPENDITURES AND OTHER USES $ -- 443,060 443,060 719,172

Note: Prepared on the budgetary basis which is modified accrual.
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Statement 14 (Pg 2 of 2)
WATAUGA COUNTY, NORTH CAROLINA
Solid Waste Fund
Statement of Revenues and Expenditures



Budget and Actual (NON-GAAP)
For the Fiscal Year Ended June 30, 2001
(With Comparative Actual Amounts For The Fiscal Year Ended June 30, 2000)

2001 2000
Reconciliation from budgetary basis (modified accrual)
to full accrual:

Revenues and other sources over (under)

expenditures and other uses $ 443,060 $ 719,172
Reconciling items:

Capital outlays 18,365 181,595
Depreciation (154,407) (147,873)
Payment of debt principal 159,429 170,026
Lease purchase proceeds -- (143,895)
Gain (loss) on disposal of fixed assets (714) (5,393)
(Increase) decrease in accrued vacation pay (8,753) 13,846
Total reconciling items 13,920 68,306
Net income (loss) $ 456,980 $ 787,478

Note: Prepared on the budgetary basis which is modified accrual.
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AGENCY FUNDS

Agency Funds are used to account for assets held by the county as an agent for
individuals and/or other governments.

Social Services Fund — This fund accounts for the Social Services Department for the
benefit of certain individuals in the county.

Surety Bonds Fund — This fund accounts for moneys held by the county for bonds on
subdivisions within the county as determined by the Planning and Inspections
Department.

Vehicle Tax - Towns Fund — This fund accounts for the proceeds of the motor vehicle
taxes that are collected by the county on behalf of the municipalities within the county.

Health Benefits Fund — This fund accounts for moneys collected by the county for the
self-funded long-term disability insurance for county employees to pay administrative
costs and claims.

Library Trust Fund — This fund is used to account for moneys donated by individuals
to help finance the construction of the new public library.



WATAUGA COUNTY, NORTH CAROLINA
Agency Funds

Combining Balance Sheet

June 30, 2001

(With Comparative Totals for June 30, 2000)

Statement 15

Cash and investments

Accounts payable

Totals
Social Surety Vehicle
Services Bonds Tax-Towns June 30 June 30
Fund Fund Fund 2001 2000
29,031 21,675 7,566 219,252 300,927
29,031 21,675 7,566 219,252 300,927
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Social Services:
Assets:
Cash and Investments

Liabilities:
Accounts Payable

Surety Bond Funds:
Assets:
Cash and Investments

Liabilities:
Accounts Payable

Health Benefits:
Assets:
Cash and Investments

Liabilities:
Accounts Payable

Library Trust:
Assets:
Cash and Investments

Liabilities:
Accounts Payable

Vehicle Tax-Towns:
Assets:
Cash and Investments

Liabilities:
Accounts Payable

Total - All Agency Funds
Assets:
Cash and Investments

Liabilites:
Accounts Payable

WATAUGA COUNTY, NORTH CAROLINA
Combining Statement of Changes in Assets and Liabilities

Agency Funds

For the Fiscal Year Ended June 30, 2001

$

Statement 16

Balance Balance

July 1, 2000 Additions Deletions June 30, 2001
19,116 125,745 115,830 29,031
19,116 125,745 115,830 29,031
67,729 40,432 86,486 21,675
67,729 40,432 86,486 21,675
148,446 12,534 - 160,980
148,446 12,534 - 160,980
54,830 17,933 72,763 0
54,830 17,933 72,763 0
10,806 125,804 129,044 7,566
10,806 125,804 129,044 7,566
300,927 322,448 408,941 219,252
300,927 322,448 408,941 219,252
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OTHER SCHEDULES

This section contains additional information required on property taxes, transfers, and
cash and investments.

Schedule of Ad Vaorem Taxes Receivable
Anaysis of Current Tax Levy — County-wide Levy
Schedule of Ten Largest Taxpayers

Analysis of Current Tax Levy — Fire Districts
Schedule of Transfers

Schedule of Cash and Investment Balances



Statement 17
Watauga County, North Carolina
General Fund
Schedule of Ad Valorem Taxes Receivable
June 30, 2001

Uncollected Collections Uncollected
Balance and Balance

- June 30, 2000 Additions Credits June 30, 2001

Fiscal year:
2000 - 2001 $ - 14,045,907 13,670,580 375,327
1999 - 2000 345,756 -- 222,655 123,101
1998 - 1999 112,211 -- 43,435 68,776
1997 - 1998 72,964 -- 23,084 49,880
1996 - 1997 48,907 -- 12,429 36,478
1995 - 1996 38,923 -- 8,220 30,703
1994 - 1995 37,617 -- 5,505 32,112
1993 - 1994 31,835 -- 3,768 28,067
1992 - 1993 38,194 -- 2,731 35,463
1991 - 1992 51,117 -- 2,553 48,564
1990 - 1991 35,025 -- 35,025 --
$ 812,549 14,045,907 14,029,985 828,471

Plus: uncollected 2000 - 2001 ad valorem taxes receivable

on annually registered vehicles 82,641
Less: allowance for uncollectible accounts General Fund (380,036)
Ad valorem taxes receivable - net General Fund $ 531,076

Reconcilement with revenues:

Ad valorem taxes - General Fund $ 14,080,416

Reconciling items:

Advertising and interest collected (89,000)
Taxes written off 38,569
Total reconciling items (50,431)
Total collections and credits $ 14,029,985
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Original levy:
Property taxed at current year's rate
Motor vehicles taxes at prior year's rate
Penalties
Total
Discoveries:
Current year taxes
Prior year taxes
Penalties
Total
Abatements:
Total property v
Net levy
Uncollected taxes at June 30, 2001

Current year's taxes collected

Current levy collection Percentage

WATAUGA COUNTY, NORTH CAROLINA
Analysis of Current Tax Levy
County-Wide Levy
For the Fiscal Year Ended June 30, 2001

Statement 18

Total Levy
Property
excluding
County-Wide Registered Registered
Property Amount Motor Motor
Valuation Rate of Levy Vehicles Vehicles

$ 2,998,620,642 $ 0.445 13,282,294 12,439,425 842,869

108,402,539 0.435 544,059 - 544,059
- 4,683 4,683 -

3,107,023,181 13,831,036 12,444,108 1,386,928
52,202,825 0.445 245,636 245,636 -
- 34,777 34,777 -
- 2,850 2,850 -
52,202,825 283,263 283,263 -
(10,729,748) (68,392) (57,323) (11,069)

$ 3,148,496,258

14,045,907 12,670,048 1,375,859

375,327 244,692 130,635

$__ 13,670,580 12,425,356 1,245,224
97.33% 98.07% 90.51%
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WATAUGA COUNTY, NORTH CAROLI NA
Anal ysis of Current Tax Levy
County-wi de Levy
For the Fiscal Year Ended June 30, 2001

Secondary Market Disclosures:

Assessed Val uati on:
Assessnent Ratio
Real Property $
Per sonal Property
Publ i ¢ Service Conpani es
Total Assessed Val uation
Tax Rate per $100
Levy (includes discoveries, releases and abatenents) $

In addition to the County-wide rate, the following table lists
the levies by the County on behalf of fire protection districts
for the fiscal year ended June 30:

Fire Protection Districts $
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St at enment

100%
2,669, 637, 660
434, 604, 163
44, 254, 435

3, 148, 496, 258
0. 445
14, 045, 907

678, 550

18-A



Taxpayer

Spiritual Center of
Anmerica

Bl ue Ridge Electric

Mahari shi Spiritua
Center of Anerica

Bel | South

Frank Petersiliel/PSI

Heavenly M n.
Resort, Inc.

Beech M n. Resort

Boone Mal

Davi d Kapl an

WAl mar t

For

WATAUGA COUNTY, NORTH CAROLI NA
Ten Largest Taxpayers

t he Fi scal

Year

Type of Busi ness

Resort/ Real
Electric Utility

Resort/ Rea
Tel ephone Utility

Real

Est at e

Resort

Resort/ Real
Shoppi ng Center
Resi denti al
Shoppi ng Center

Est at e

Est at e

Est at e

Ended June 30, 2001

2001
Assessed
Val uati on

$ 30, 299, 480
24,730, 523

18, 630, 300
15,777,783
13, 026, 370

9, 652, 840
9, 060, 513
7,705, 600
6, 911, 600
6, 785, 100

$ 142,580,109

St at enment

Per cent age of
Total Assessed
Val uati on

. 96%
.76

.59
. 50
.41

.31
.29
.24
.22

4. 50%

18-B



Tax rate

Net levy
Uncollected taxes at June 30, 2001
Current year's taxes collected

Current levy collection percentage

WATAUGA COUNTY, NORTH CAROLINA

Analysis of Current Tax Levy

Fire Districts

For the Fiscal Year Ended June 30, 2001

Statement 19

Beaver Dam Blowing Rock Boone Cove Creek Deep Gap Foscoe Meat Camp Meat Camp/ Shawneehaw Stewart Todd Zionville
Fire District Fire District Fire District Fire District Fire District Fire District Fire District Creston Fire District Simmons Fire District Fire District
Fire District Fire District
0.05 0.03 0.02 0.05 0.03 0.05 0.03 0.03 0.05 0.05 0.05 0.05
40,939 85,323 121,472 84,297 42,121 147,972 48,306 1,305 28,536 22,114 12,510 43,655
1,646 1,851 3,536 2,947 1,699 3,414 2,262 205 918 876 488 2,167
39,293 83,472 117,936 81,350 40,422 144,558 46,044 1,100 27,618 21,238 12,022 41,488
95.98% 97.83% 97.09% 96.50% 95.97% 97.69% 95.32% 84.29% 96.78% 96.04% 96.10% 95.04%
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Statement 20
WATAUGA COUNTY, NORTH CAROLINA
Schedule of Transfers
For the Fiscal Year Ended June 30, 2001

Transfers
Operating Transfers From/To other Funds: From To

General Fund:
Capital Reserve Fund $ 1,272,130 925,000
Solid Waste Fund 710,376
Revaluation Fund 76,946
E-911 Telephone Surcharge Fund 78,430

Special Revenue Funds:
Capital Reserve Fund
General Fund 925,000 1,272,130
Revaluation Fund 76,946
General Fund
E-911 Telephone Surcharge Fund 78,430
Proprietary:
Solid Waste
General Fund 710,376

Total operating transfers - other funds $__ 3,062,882 3,062,882

Operating Transfers From/To Component Units:

General Fund:
Component units - discretely presented
Watauga County Economic Development Commission $ 67,364
AppalCART 52,500

Component Units - discretely presented:
Watauga County Economic Development Commission
General Fund 67,364
AppalCART
General Fund 52,500

Total operating transfers - component units $ 119,864 119,864

Residual Equity Transfers From/To Other Funds
General Fund: $ 12,252
Capital Projects Funds:

Parks and Recreation - High School
Athletic Complex 12,252

Total residual equity transfers $ 12,252 12,252
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Statement 21
WATAUGA COUNTY, NORTH CAROLINA
Schedule of Cash and Investment Balances
June 30, 2001

Cost Market Value
Cash and investments in the form of:
Cash:
On hand $ 1,685 1,685
In demand deposits 15,538,494 15,538,494
Certificates of deposit 21,675 21,675
Total cash 15,561,854 15,561,854
Investments:
N.C. Capital Management Trust 6,358,425 6,358,425
Total Cash and Investments $ 21,920,279 21,920,279
Distribution by funds:
General fund $ 12,047,128
Special revenue funds
Fire districts 54,086
Revaluation fund 74,069
Capital Reserve 5,935,108
E-911 Telephone Surcharge 425,483
Substance Abuse Tax Fund 46,669
Capital projects fund --
Fiduciary fund 219,252
Proprietary fund 3,118,484
Total $ 21,920,279
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HOLDER, COPELAND & ASSOCIATES, P. A.

BRYCE HOLDER, CPA PO Box 1908 or 820-F State Farm Road Phone: 828-264-3595
LUKE COPELAND, CPA Boone, North Carolina, 28607 Or: 800-456-3595

DORINDA POWELL, CPA

Report on Conpliance and on Internal Control Over Financial Reporting
Based on an Audit of Financial Statements Perforned in Accordance
Wth Covernnent Auditing Standards

To the Board of County Conmmi ssioners
Wat auga County, North Carolina

W have audited the general purpose financial statenments of Watauga County, North Carolina,
as of and for the year ended June 30, 2001, and have issued our report thereon dated
Sept enber 13, 2001. W did not audit the financial statements of Appal CART. Those
financial statements were audited by another auditor whose report thereon has been furnished
to us, and our opinion, insofar as it relates to the amounts included for Appal CART is based
solely on the report of the other auditor. W conducted our audit in accordance with
auditing standards generally accepted in the United States of Anerica and the standards
applicable to financial audits contained in Governnent Auditing Standards, issued by the
Comptroller General of the United States.

Conpl i ance
As part of obtaining reasonabl e assurance about whet her WAt auga Countys financial statenents

are free of material msstatement, we performed tests of its conpliance with certain
provisions of laws, regulations, contracts and grants, nonconpliance with which could have a
direct and naterial effect on the determnation of financial statement anmounts. However,
provi ding an opi nion on conpliance with those provisions was not an objective of our audit
and, accordingly, we do not express such an opinion. The results of our test disclosed no
i nstances of nonconpliance that are required to be reported under Governnent Auditing
St andar ds.

Internal Control Over Financial Reporting

In planning and performng our audit, we considered Watauga County=s internal control over
financial reporting in order to determine our auditing procedures for the purpose of
expressing our opinion on the financial statenents and not to provide assurance on the
internal control over financial reporting. Qur consideration of the internal control over
financial reporting would not necessarily disclose all natters in the internal control over
financial reporting that mght be material weaknesses. A material weakness is a condition
in which the design or operation of one or nore of the internal control conponents does not
reduce to a relatively low level the risk that misstatements in amounts that would be
material in relation to the financial statements being audited may occur and not be detected
within a tinmely period by enployees in the normal course of performng their assigned
functions. W noted no natters involving the internal control over financial reporting and
its operation that we consider to be material weaknesses.

This report is intended solely for the information of managenent, others within the
organi zati on, nenbers of the Board of County Comm ssioners, and federal and State awardi ng
agenci es and pass-through entities, and is not intended to be and should not be used by
anyone ot her than these specific parties.

Holder, Copeland & Associates, P.A.

Sept enber 13, 2001



HOLDER, COPELAND & ASSOCIATES, P. A.

BRYCE HOLDER, CPA PO Box 1908 or 820-F State Farm Road Phone: 828-264-3595
LUKE COPELAND, CPA Boone, North Carolina, 28607 Or: 800-456-3595

DORINDA POWELL, CPA

Report on Conpliance Wth Requirements Applicable to Each Maj or Feder al
Program and Internal Control Over Conpliance in Accordance Wth OB
Crcular A-133 and the State Single Audit |nplenentation Act

To the Board of County Commi ssioners
Wat auga County, North Carolina

Conpl i ance
W have audited the conpliance of Wtauga County, North Carolina, with the types of

conpl i ance requirements described in the US. Cfice of Minagenent and Budget (OMB) O rcul ar
A-133 Conpliance Supplenent and the Audit Mnual for Governnental Auditors in North
Carolina, issued by the Local Governnent Conm ssion, that are applicable to each of its
maj or federal programs for the year ended June 30, 2001. Watauga County:s major federal
prograns are identified in the summary of auditor=s results section of the acconpanying
schedul e of findings and questioned costs. Conmpliance with the requirenents of |[aws,
regul ations, contracts and grants applicable to each of its major federal prograns is the
responsi bility of Watauga County:s managenent. Qur responsibility is to express an opinion
on Wat auga County:=s conpliance based on our audit.

We conducted our audit of conpliance in accordance with auditing standards generally
accepted in the United States of Anerica; the standards applicable to financial audits
contained in Governnent Auditing Standards, issued by the Conptroller General of the United
States; and OVB Circular A133, Audits of States, Local Covernnments, and Non-Profit
O gani zations, and the State Single Audit |nplenmentation Act. Those standards, OMB G rcul ar
A-133, and the State Single Audit Inplenmentation Act require that we plan and performthe
audit to obtain reasonable assurance about whether nonconpliance with the types of
conpl i ance requirements referred to above that could have a direct and naterial effect on a
maj or federal program occurred. An audit includes exam ning, on a test basis, evidence
about Watauga County:ss conpliance with those requirenents and performng such other
procedures as we considered necessary in the circunstances. W believe that our audit
provides a reasonable basis for our opinion. Qur audit does not provide a |egal
det erm nati on on Watauga County:s conpliance with those requirenents.

I'n our opinion, Watauga County conplied, in all material respects, with the requirenents
referred to above that are applicable to each of its major federal programs for the year
ended June 30, 2001.

Internal Control Over Conpliance

The nmanagenent of Watauga County is responsible for establishing and maintaining effective
internal control over conpliance with requirenents of |aws, regulations, contracts and
grants applicable to federal progranms. In planning and perfornming our audit, we considered
Wat auga County:s internal control over conpliance with requirenents that could have a direct
and naterial effect on a najor federal programin order to determne our auditing procedures
for the purpose of expressing our opinion on conpliance and to test and report on internal
control over conpliance in accordance with OMB Circular A 133 and the State Single Audit
I npl emrent ati on Act.




Qur consideration of the internal control over conpliance would not necessarily
disclose all matters in the internal control that might be material weaknesses.
A material weakness is a condition in which the design or operation of one or
nore of the internal control conponents does not reduce to a relatively low | eve

the risk that nonconpliance with applicable requirenments of |aws, regul ations,
contracts and grants that would be material in relation to a mpjor federa

program bei ng audited nay occur and not be detected within a tinmely period by
enpl oyees in the normal course of performing their assigned functions. W noted
no matters involving the internal control over conpliance and its operation that
we consider to be material weaknesses.

This report is intended solely for the information of the nmnanagenent, others
within the organization, nenbers of the Board of County Conmi ssioners, and

federal awardi ng agenci es and pass-through entities, and is not intended to be
and should not be used by anyone other than these specific parties.

Holder, Copeland & Associates, P.A.

Sept enber 13, 2001



HOLDER, COPELAND & ASSOCIATES, P. A.

BRYCE HOLDER, CPA PO Box 1908 or 820-F State Farm Road Phone: 828-264-3595
LUKE COPELAND, CPA Boone, North Carolina, 28607 Or: 800-456-3595

DORINDA POWELL, CPA

Report on Conpliance Wth Requirements Applicable to Each Major State
Program and Internal Control Over Conpliance in Accordance Wth OVB
Grcular A-133 and the State Single Audit |nplenmentation Act

To the Board of County Commi ssioners
Wat auga County, North Carolina

Conpl i ance
W have audited the conpliance of Wtauga County, North Carolina, with the types of

conpl i ance requirenents described in the Audit Minual for Governnental Auditors in North
Carolina, issued by the Local Covernment Commi ssion, that are applicable to each of its
maj or State prograns for the year ended June 30, 2001. Watauga Countys major Sate prograns
are identified in the sunmary of auditor:s results section of the acconpanying schedul e of
findings and questioned costs. Conpliance with the requirenents of |aws, regulations,
contracts and grants applicable to each of its major State prograns is the responsibility of
Wat auga County:=s nmanagenent. Qur responsibility is to express an opinion on Watauga County=s
conpl i ance based on our audit.

W conducted our audit of conpliance in accordance with generally accepted auditing
standards; the standards applicable to financial audits contained in Governnment Auditing
St andards, issued by the Conptroller General of the United States; applicable sections of
OB G rcular A133 as described in the Audit Mnual for Covernnental Auditors in North
Carolina, and the State Single Audit Inplenentation Act. Those standards, applicable
sections of OMB Circular A-133, and the State Single Audit Inplenentation Act require that
we plan and performthe audit to obtain reasonabl e assurance about whether nonconpliance
with the types of conpliance requirements referred to above that could have a direct and
material effect on a najor State programoccurred. An audit includes exanining, on a test
basi s, evidence about Watauga County:s conpliance with those requirements and perform ng such
ot her procedures as we consi dered necessary in the circunstances. VW believe that our audit
provides a reasonable basis for our opinion. CQur audit does not provide a |egal
determ nati on on Watauga County:s conpliance wi th those requirenents.

In our opinion, Watauga County conplied, in all naterial respects, with the requirenents
referred to above that are applicable to each of its major State prograns for the year ended
June 30, 2001.

Internal Control Over Conpliance

The managenent of Watauga County is responsible for establishing and maintaining effective
internal control over conpliance with requirenents of |aws, regulations, contracts and
grants applicable to State prograns. In planning and perform ng our audit, we considered
Wat auga County=s internal control over conpliance with requirements that coul d have a direct
and material effect on a major State programin order to deternine our auditing procedures
for the purpose of expressing our opinion on conpliance and to test and report on internal
control over conpliance in accordance with OMB Crcular A 133 and the State Single Audit
I npl erent ati on Act.




Qur consideration of the internal control over conpliance woul d not necessarily disclose al
matters in the internal control that mght be naterial weaknesses. A naterial weakness is a
condition in which the design or operation of one or nore of the internal control conponents
does not reduce to a relatively low level the risk that nonconpliance with applicable
requirenents of laws, regulations, contracts and grants that would be material in relation
to a major State program being audited may occur and not be detected within a timely period
by enployees in the nornal course of perfornming their assigned functions. W noted no
matters involving the internal control over conpliance and its operation that we consider to
be material weaknesses

This report is intended solely for the information of the management, others within the
organi zation, nenbers of the Board of County Conmissioners, and federal awardi ng agencies
and pass-through entities, and is not intended to be and shoul d not be used by anyone ot her

then these specific parties.

Holder, Copeland & Associates, P.A.

Sept enber 13, 2001
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St at ement 22
WATAUGA COUNTY, NORTH CAROLI NA
SCHEDULE OF FI NDI NGS AND QUESTI ONED COSTS
For the Year Ended June 30, 2001

Summary of Auditor:s Results

A An unqualified opinion was issued on the financial statenments of
WAt auga County.

B. Qur audit of the general purpose financial statenments disclosed no
reportable conditions in internal controls.

C. Qur audit of the general purpose financial statenments disclosed no

i nstances of nonconpliance with |laws, regul ations and the provisions
of contracts and grant agreenents that are material to the genera
purpose financial statenents.

D. Qur audit of conpliance with the types of conpliance requirenments
applicable to the County=s mmjor prograns disclosed no reportable
conditions in internal controls over major prograns.

E. An unqualified opinion was issued on Watauga Countys conpliance wth
the types of conpliance requirements applicable to its nmgjor federa
pr ogr ans.

F. An unqualified opinion was issued on Watauga Countys conpliance wth
the types of conpliance requirenents applicable to its nmajor State
pr ogr ans.

G Maj or federal prograns for Watauga County for the fiscal year ended

June 30, 2001 are:

Pr ogr am Nane CFDA#
Title XI X Medicaid 93.778
Food Stanmp Program 10. 551
H. The only major State program for Watauga County is the Title X X

Medi cai d program which is a State natch on the federal program
Therefore, this program has been included in the list of ngjor
federal prograns above.

l. The threshold for determi ning Type A progranms for Watauga County is
$455, 278.

J. WAt auga County qualified as a low risk auditee under Section .530 of
Circular No. A-133.

Findings Related to the Audit of the General Purpose Financial Statenents
of Wat auga County

There were no findings or questioned costs.

Fi ndi ngs and Questioned Costs Related to the Audit of Federal and State
Awar ds

There were no findings or questioned costs.
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St at ement 23
WATAUGA COUNTY, NORTH CAROLI NA
SUVMMARY SCHEDULE OF PRI OR YEAR AUDI T FI NDI NGS
For the Year Ended June 30, 2001

The prior year audit report disclosed no audit findings.
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WATAUGA COUNTY, NORTH CAROLINA
Schedule of Expenditures of Federal and State Awards
For the Fiscal Year Ended June 30, 2001

Grantor/Pass-Through
Grantor/Program Title

Federal Grants:

U.S. Dept. of Agriculture
Passed-through the N.C. Dept. of Health and
Human Services:
Division of Social Services:
Administration:
Food Stamp Cluster:
Food Stamp Program-Noncash
State Administrative Matching Grants
for the Food Stamp Program
Total Food Stamp Cluster

Golden Leaf Grant

Passed-through the N.C. Dept. of Health and
Human Services:
Nutrition Program for the Elderly

Total U.S. Dept. of Agriculture
U.S. Dept. of Housing and Urban Development

Passed-through the N.C. Dept. of Health and
Human Services:
Community Development Block Grant

Federal Emergency Management Agency
Passed-through N.C. Dept. of Crime Control
and Public Safety
Emergency Management-State and Local Assistance

U.S. Dept. of Health & Human Services
Administration on Aging
Aging Cluster:
Passed-through Region D Council of Governments
Special Programs for the Aging - Title Il F
Disease Prevention and Health Promotion Services
Special Programs for the Aging - Title Ill B
Grants for Supportive Services and Senior Centers
Special Programs for the Aging - Title Il C
Nutritional Services
Senior Center
Social Services Block Grant (SSBG)
In-home Services
Total Aging Cluster

Administration for Children and Families
Passed-through the N.C. Dept. of Health and
Human Services:
Division of Social Services:
Temporary Assistance for Needy Families
Administration
Direct Benefit Payments
Refugee and Entrant Assistance
Cash and Medical Payments
Low-Income Home Energy Assistance Block Grant:
Administration
Direct Benefit Payments
Childcare Development Fund-Administration

Statement 24 (1 of 3)

Federal
Federal Pass-Through (Direct & Pass-
CFDA Grantor's Through) State Local
Number Number Expenditures Expenditures Expenditures
10.551 1,132,354 - -
10.561 181,634 - 181,634
1,313,988 - 181,634
23,251 - -
10.570 27,099 - -
1,364,338 - 181,364
14.228 317,262 - -
85.534 12,378 - 119,871
93.043 2,904 171 342
93.044 23,619 43,785 7,489
93.045 37,424 56,742 10,463
- 15,160 330
93.667 15,857 35,478 5,704
79,804 151,336 24,328
93.558 209,546 - 164,811
93.558 136,561 - -
93.566 1,134 - -
93.568 70,867 - -
93.568 44,651 - -
93.596 60,000 - -
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Grantor/Pass-Through
Grantor/Program Title

U.S. Dept. of Health & Human Services (cont.)
Child Welfare Services
Child Welfare Services:

Adoption Subsidy - Direct Benefit Payments

Title IV-E Foster Care
Foster Care - Direct Benefit Payments
Adoption Assistance - Direct Benefit Payments
Social Services Block Grant
DCD Smart Start

Division of Child Development:
Subsidized Child Care Cluster:
Child Care and Development

Fund - - Discretionary

Child Care and Develpoment

Fund - - Mandatory
Child Care and Development
Fund - - Match

Social Services Block Grant
TANF
Smart Start
TANF - Maintenance of Effort

Total Subsidized Child Care Cluster

Health Care Financing Administration
Passed-through the N.C. Dept. of Health and
Human Services:

Division of Medical Assistance:
Direct Benefit Payments:
Medical Assistance Program

Division of Social Services:
Medical Assistance Program
Administration
Health Choice

Total U.S. Department of Health & Human Services

Total Federal Awards

State Awards:

N.C. Dept. of Health and Human Services
Division of Social Services
State/County Special Assistance for Adults-
Direct Benefit Payments
State Foster Care Benefits Program
Program Integrity
State Aid to Counties
State Adult Protective Service

Total N.C. Dept. of Health and Human Services

N.C. Dept. of Crime Control and Public Safety
Reaching Adolescent Program
Restorative Justice Project
Total N.C. Dept. of Crime Control

WATAUGA COUNTY, NORTH CAROLINA
Schedule of Expenditures of Federal and State Awards
For the Fiscal Year Ended June 30, 2001

Statement 24 (2 of 3)

Federal
Federal Pass-Through (Direct & Pass-
CFDA Grantor's Through) State Local
Number Number Expenditures Expenditures Expenditures
93.645 10,391 3,464 -
93.645 - 7,846 2,615
93.658 143,565 13,118 130,450
93.658 125,467 12,477 62,884
93.659 81,138 24,435 24,435
93.667 149,584 25,446 52,074
- 34,500 -
93.575 148,923 - -
93.596 95,012 - -
93.596 55,488 5,706 -
93.667 4,590 - -
93.558 46,358 - -
- 195,894 -
- 58,267 -
350,371 259,867 -
93.778 11,976,806 6,135,918 1,037,997
93.778 341,131 48,491 272,116
93.767 18,206 - 3,457
13,799,222 6,719,927 1,775,167
15,493,200 6,719,927 2,076,672
- 159,945 159,945
- 6,749 6,749
- 1,597 -
- 24,513 -
- 25,165 -
- 217,969 166,694
095-1-99-013-D-378 - 89,079 29,693
095-1-98-007-K036 - 25,598 8,532
- 114,677 38,225
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Schedule of Expenditures of Federal and State Awards

Statement 24 (3 of 3)



For the Fiscal Year Ended June 30, 2001

Federal
Federal Pass-Through (Direct & Pass-
Grantor/Pass-Through CFDA Grantor's Through) State Local
Grantor/Program Title Number Number Expenditures Expenditures Expenditures
Office of the Governor
Public School Building Capital Fund - 55,744 18,568
Office of Juvenile Justice
Community Programs - 115,264 31,312
Total Office of the Governor -- 171,008 49,880
N.C. Dept. of Public Instruction
Public School Bond Fund - 170,188 -
Very Special Arts Program - 750 -
Total N.C. Dept. of Public Instruction - 170,938 -
N.C. Dept. of Transportation
Workfirst/ Employment Transportation
Operating Assistance - 3,922 -
Elderly and Disabled Transportation Assistance
Program (E&DTAP) - 39,889 -
Rural Operating Assistance Program - 17,708 -
Total N.C. Dept. of Transportation - 61,519 -
N.C. Dept. of Environment, Health, and Natural Resources
421 Stream Mitigation - 2,152 -
Soil Conservation Assistance - 4,000 35,723
Soil Conservation Cost Sharing - 17,368 17,368
Division of Waste Managemnet
Scrap Tire Disposal Grant - 24,031 -
White Goods Grant -- 3,783 --
Total N.C. Dept. of Environment, Health, and Natural Resources - 51,334 53,091
N.C. Dept. of Corrections
Criminal Justice Partnership Program 95-0799-1-A - 61,209 -
N.C. Division of Veteran's Affairs
Veteran's Service Program - 2,000 87,644
Total State awards -- 850,654 395,534
Total federal and State awards $ 15,493,200 7,570,581 2,472,206

Notes to the Schedule of Expenditures of Federal and State Financial Awards:

[

Basis of Presentation

The accompanying schedule of expenditures of federal and State awards includes the federal and State grant activity of Watauga 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". Therefore, some amounts presented in this schedule may
differ from amounts presented in or used in the preparation of the general purpose 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 on this schedule.

N

. Subrecipients
Of the federal and State expenditures presented in the schedule, Watauga County provided federal awards to subrecipients as follows:

CFDA Federal State
Program Title Number Expenditures Expenditures
Food Stamp Program-noncash 10.551 $ 1,132,354 -
Temporary Assistance for Needy Families 93.558 136,561 -
Medical Assistance Program 93.778 11,976,806 6,135,918
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