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Independent Auditor’s Report

To the Honorable Mayor
and Members of the Town Council
Red Cross, North Carolina

We have audited the accompanying statements of the governmental activities, each major
fund, and the aggregate remaining fund information of the Town of Red Cross, North
Carolina, as of and for the year ended June 30, 2005, which collectively comprise the
Town’s basic financial statements as listed in the table of contents. These financial
statements are the responsibility of the Town of Red Cross’ management. Our
responsibility 1s to express opinions on these basic financial statements based on our audit.

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

Io our opinion, based on our audit the financial statements referred to above present fairly,
in all material respects, the financial position of the governmental activities, each major
fund, and aggregate remaining fund information of the Town of Red Cross, North
Carolina as of June 30, 2005, and the respective changes in financial position and cash
tlows, where appropriate, thereof and the respective budgetary comparison for the general
fund for the year then ended in conformity with accounting principles generally accepted
in the United States of America.

Page 1




Management’s Discussion and Analysis are not a required part of the basic financial
statements but are supplementary information required by the Governmental Accounting
Standards Board. We have applied certain limited procedures, which consisted principally
of inquires of management regarding the methods of measurement and presentation of the
required supplementary information. However we did not audit this information and
express no opinion thereon.

In accordance with Government Auditing Standards, we have also issued our report dated
December 30, 2005 on our consideration of the Town of Red Cross’ internal control over
financial reporting and our tests of its compliance with certain provisions of laws and
regulations. That report is an integral part of an audit performed in accordance with
Government Auditing Standards and should be read in conjunction with this report in
considering the results of our audit.

Our audit was performed for the purpose of forming an opinion on the basic financial
statements of the Town of Red Cross, North Carolina, taken as a whole. The individual
fund financial statements and schedules and the statistical information are presented for the
purposes of additional analysis and are not a required part of the basic financial
statements. Such information has been subjected to the auditing procedures applied in the
audit of the financial statements and, in our opinion, is fairly stated, in all material respects,
in relation to the basic financial statements taken as a whole.

ok T )

December 30, 2005
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Town of Red Cross
Management’s Discussion and Analysis
June 30, 2005

Management’s Discussion and Analysis
June 30, 2003

As management of the Town of Red Cross, we offer readers of the Town’s financial statements
this narrative overview and analysis of the financial activities of the Town of Red Cross for the
fiscal year ended June 30, 2005. We encourage readers to read the information presented here in
conjunction with additional information that we have furnished in the Town’s financial
statements, which follow this narrative.

Financial Highlights

© The assots of the Town of Red Cross exceeded its labilities at the close of the year by
$182;216 (net assets).

o As of the close of the current fiscal year, the Town of Red Cross’ governmental funds
reported ending fund balance of $178,014 an increase of 109,080 in comparison to the
prior year. Approximately 100.00 percent of this total amount is available for spending at
the governments discretion (unteserved fund balance)

o Asthe end of the current fiscal year, unreserved Fund was $178,014 or three hundred and
seventy three percent of total general fund expenditures for the fiscal year

Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to the Town’s basic financial
statements. The Town’s basic financial statements consist of three components; 1) government-
wide financial statements 2) fund financial statements 3) notes to the financial statements. The
basic financial statements present two different views of the town through the use of government-
wide statements and fund financial statements. In addition to the basic financial statements, this
report contains other supplemental information that will enhance the reader’s understanding of
the financial condiiion of the Town of Red Cross.
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Town of Red Cross
Management’s Discussion and Analysis
June 30, 2005

Reqjuired Components of Annual Financial Report

Figure 1
Management's Basic
Biscussion and Financial
Analysis Statements
Town-wida ' Fund Notes to the
Financial Financial Financial
Statements Statements Statements
>
Summary Detail

Basic Financial Statements

The first two statements in the basic financial statements are the Government-wide Financial
Statements. They provide both short and longterm information about the Town’s financial
status. '

The next statements are Fund Financial Statements. These statements focus on the activities of
the individnal parts of the Town’s government. These statements provide more detail than the
government-wide statements. .

The next section of the basic financial statements is the notes. The notes to the financial
statements explain in detail some of the data contained in those statements. After the notes,
supplemental information is provided to show details about the Town’s individua! funds.
Budgetary information for the town also can be found in this section of the statements.
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Town of Red Cross
Management’s Discussion and Analysis
June 30, 2005 :

Government-wide Financial Statements

The government-wide financial statements are designed to provide the reader with a broad overview
of the Town’s finances, similar in format to the financial statement of private-sector business. The
government-wide statements provide short and long-term information about the Town’s financial
status as a whole,

The two government-wide statements report on the Town’s net assets and how they have changed. Net
assets are the difference between the Town’s total assets and total Habilities, Measuring net assets is
one way to gaunge the Town’s financial condition.

Governmental Funds — Governmental funds are used to account for those fimctions reported as
governmental activities in the govemment-wide financial statements. Most of the Town’s basic
services are accounted for in governmental funds. These funds focus on how the assets can readily be
converted into cash flow in and out, what monies are left at year-end that will be available for
spending next year. Governmental funds are reported using an accounting method called modified
accrual accounting that provides a short-term spending focus. As a result, the governmental fund
financial statements give the reader a detailed short-term view that helps him or her if there are more
or less financial resonrces available to finance the Town’s programs. The relationship between the
government activities (reported on in the Statement of Net Assets and the Statement of Activities) and
Town’s funds is described in reconciliation that is a part of the financial statements.

The Town of Red Cross adopts an annual budget for each of its funds, although it is not required to do
so by the General Statutes. Becanse the budget is not legaily required by the Statntes, the budgetary
comparison statements are not included in the basic financial statements, but are part of the
supplemental statements and schedules that follow the notes. The budget is a legally adopted
document that incorporates input from the management and the Board of Directors of the Town in
determining what activities will be pursued and what services will be provided by the Town during the
year. It also authorizes the Town to obtain funds from identified sources to finance these current
period activities. The budgetary statement provided for each of the funds demonstrates how well the
Town has complied with the budget ordinance and whether or not the Town has succeeded in
providing the services as planned when the budget was adopted.

Notes to the Financial Statements —The notes provide additional information that is essential to a
foll wnderstanding of the data provided in the government-wide and fund financial statements The
notes to the financial statements begin on page 16 of this report.

Government-wide Financial Analysis

The government-wide financial statements are designed to provide the reader with a
broad overview of the Town’s finances, similar in format to the financial statement of
private-sector business. The government-wide statements provide short and long-term
information about the Town’s financial status as a whole.

The two government-wide statements report on the Town’s net assets and how they have
changed. Net assets are the difference between the Town’s total assets and total

liabilities. Measuring net assets is one way to gage the Town’s financial condition.

The Town of Red Cross in the government~wide statement has only governmental
activities at June 30, 2005, The governmental activities include basic services such as
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Town of Red Cross
Management’s Discussion and Analysis
June 30, 2005

public safety, general administration, and sanitation. Property taxes and sales and
franchise tax finance most of these activities.

The government-wide financial statements are on Exhibits 1 and 2 of this report.

Town of Red Cross’ Net Assets

Figure 2
Governmental Activities Business Activities Total
2004 2005 2004 2005 2004 2005
Current and other assets $ 305540 $ 18272186 $ - $ - $ 305,540 $ 182,216
Capital assets - - - - - -
Total asseis 305,540 182,216 - - 305,540 182,216
Long-term liabilities outstanding - - - -
Other liabilities 833 - - -
Total liabilities 833 - - - - -
Net Assets:
Invested in capital asseis - - - - - -
net of reglted debits - - - - - -
Contributed capital - - - - - -
Restricted - - - - . .
Unrestricted 304,707 182,216 - _ - 304,707 182,218
Total net assets $ 304,707 § 182,216 $ - % - $ 304,707 $ 182,216

As noted sarlier, net assets may serve over time as one of the useful indicator of a government’s
financial condition. The assets of the Town of Red Cross exceeded liabilities by $304,707 as of Juns
30, 2005. The Town’s net assets increased by $122,491 for the fiscal year ended Fune 30, 2005.

Several Particular aspects of the Town’s financial operations influence the total restricted and

unrestricted governmental net assets:

o The Town has no particular aspects to address for this fiscal year.
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Town of Red Cross

Management’s Discussion and Analysis

June 30, 2005

Revenues:
General revenues:
Property taxes
Other taxes
Other

Total revenues

Expenses:
General government
Public safety
Sanitation
Miscellansous
Water and sewer
Electric

Total expenses

[ncrease in net assets before transfars

lncrease in net assets
Net assets, July 1

Net assets, June 30

Figure 3

Town of Red Cross Changes in Net Assets

Governmental Activities Business-Type Activities Total

2005 2004 2004 2004 2005
§ 67259 § 74620 b - $ $141,87¢ $ 74,620
135,330 $ 86278 $ - $ $ 221,808 $ 86,276
3,485 % 105 $ - $ $ 3,590 § 105
$ 206,074 $ 161,001 § - 3 $ 367,075 $ 151,001
16750 § 8,352 $ - N $ 25102 § 8,352
34500 § 24,877 3 - 5 $ 59377 $ 24,877
32333 $ 14,490 b - ¥ $ 46,823 $ 14,490

03 - 5 - $ ¥ - 3 -

035 - $ - $ 3 - 3 -

0.3 - $ - $ 3 - $ -
$ 83583 § 47719 § - $ $ 131,302 § 47,719
$ 122,451 % 113,282 $ $ 235773 § 113,282
$ 122491 % 113,282 B - 3 $ 122,491 5 113,282
182216 § 68,934 $ - 5 $ 182,216 $ 68,934
% 304,707 $ 182,218 $ - 5 $ 304,707 $ 182,216

Governmental activities Governmental activities Increase the Town’s net assets by $122,491. This is
primarily due to tax revenues remaining steady.

Financial Analysis of the Town’s Funds

As noted earlier, the Town of Red Cross uses fund accounting to ensure and demonstrate compliance
with finance-related legal requirements.

Governmental Funds. The focus of the Town of Red Cross’s governmental funds is to provide
information on near-term inflows, outflows, and balances of usable resources. Such information is

useful in assessing the Town of Red Cross’s financing requirements.
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Town of Red Cross
Management’s Discussion and Analysis
June 30, 2005

Specifically, unreserved fund balance can be a useful measure of a government’s net resources
available for spending at the end of a fiscal year.

The general fimd is the chicf operating fund of the Town of Red Cross. At the end of the current fiscal
year, unreserved fund balance of the General Fund was $291,684, the total fimd balance reached
$301,967. The $301,967 includes amounnts designed by State Statute of $10,283.

At June 30, 2005 the governmental funds of the Town of Red Cross reported a combined
fund balance $301,967, an increase of $123,953 over last year.

Request for Information

This report is designed to provide an overview of the Town’s finances for those with an interest in this
area. Questions concerning any of the information found in this report or requests for additional
information should be directed to the Finance Officer. Town of Red Cross, PO Box 647, Qakboro,
NC 28129, Telephone 704-485-3887.
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Town of Red Cross
Statement of Net Assets
June 30, 2005

Exhibit 1
Primary
Govemmental Governmental
Activities Total
ASSETS
Current assets:
Cash and cash equivalents 5 292 517 292,517
Taxes receivables (nef) 3,702 3,702
Due from other governments 9,321 9,321
Total assets 305,540 305,540
LIABILITIES
Current liabilities:
Unearned revenue 833 833
Total liabilities 833 833
NET ASSETS
Unrestricted 304,707 304,707
Total net assets .8 304,707 304,707
The notes to the financial statements are an integral part of this statement. Page 9
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Net (Expense) Revenue and Changes in Nei Assets

Primary Government

Exhibit 2

Governmental
Activities Total

$ (16,750) $ (16,750)
(34,500) (34,500)
{32,333) (32,333)
$ (83,583) $ (83,583)
$ (83,583) % {83,583)
67,259 67,259

105 105

3,216 3,216

164 164

135,330 135,330
206,074 206,074

122,491 122,491
182,216 182,216

$ 304,707 % 304,707

The notes to the financial statements are an integral part of this statement.
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Town of Red Cross
Balance Sheet
Governmental Funds
June 390, 2005

Exhibit 3
Major Funds Total
Governmental
General Funds
ASSETS
Current assets:
Cash and cash equivalents $ 292,517 $ 292 517
Receivables, net:
Taxes 2,740 2,740
Due from other governments 10,283 10,283
Total assets $ 305,540 $ 305,540
LIABILITIES AND FUND BALANCES
Liabilities:
Deferred revenue $ 3,573 $ 3,573
Total liabilities 3,673 3,573
Fund balances:
Reserved for state statute 10,283
Unreserved General Fund 291,684 291,684
Total fund balances 301,967 301,967
Total liabilities and fund balances B 305,540
Amounts reported for governmental activities in the statement of net
assets (Exhibit 1) are different because:
Liabilities for eamed but deferred revenues in fund statements 2,740
Net asseis of govemmental activities $ 304,707

The notes to the financial statements are an integral part of this statement.
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Exhibit 4

Town of Red Cross

Statement of Revenue and Changes in Fund Balance
Government Funds

For the Year Ended June 30, 2005

Exhibit 4
Total
General Govermnmental
Fund Fund
Revenues:
Ad Valorem taxes $ 68,721 $ 68,721
Other taxes and licenses 135,330 135,330
Permits and fees 105 105
Investment earnings 3,216 3,216
Miscellaneous 164 164
Total revenues $ 207,536 $ 207,536
Expenditures:
Current:
General government $ 16,750 $ 16,750
Public safety 34,500 34,500
Environmental protection ‘ 32,333 32,333
Total expenditures 3 83,583 5 83,583
Excess (deficiency) of revenue
over expenditures $ 123,953 $ 123,953
Net change in fund balance $ 123,953 $ 123,953
Fund balance, beginning 178,014 178,014
Fund batlance, ending $ 301,967 $ 301,967

The notes to the financial statements are an integral part of this statement. Page 13




Town of Red Cross

Reconciliation of the Statement of Revenues, Expenditures, and Changes in Fund Balance

of Governmental Funds to the Statement of Activities
For the Year Ended June 30, 2005

Amounts reported for governmental activities in the
statement of activities are different because:

Net changes in fund balances-total governmental funds %
Revenues in the statement of activities that do not provide

current financial resources are not reported as
revenues in the funds.

Change in deferred revenue for tax revenues (1,462)

Total changes in net assets of governmentai activities $

123,953

122,491

Exhibit 5

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

General Fund and Annually Budgeted Major Special Revenue Fund

Statement of Revenues, Expenditures, and Changes in Fund Balance-Budgeted and Actual
For the Year Ended June 30, 2005

Revenues:
Ad Valorem taxes
Other taxes and licenses
Permits and fees
Investment earnings
Miscellaneous _
Total revenues

Expenditures:
Current:
General government
Public safety

Environmental protection

Total Expenditures

Revenue over (under) expenditures

Fund balances, beginning

Fund balances-ending

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

Exhibit 6
General Fund
Variance
Final Budget-
Actual Positive
Original Final Amounts {Negative)
63,632 $ 63,632 § 68,721 8 5,089
82,053 82,053 135,330 53,277
- - 105 105
- - 3,216 3,216
- - 164 164
145,685 © 145,685 207,536 61,851
63,577 63,577 16,750 46,827
46,660 46,660 34,500 12,160
35,448 35,448 32,333 3,115
145,685 145,685 83,583 62,102
- $ - $ 123,953 § 123,953
178,014
$ 301,967
Page 15
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Town of Red Cross, North Carolina
Notes to Financial Statements
June 30, 2005

Note 1- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:

The accounting policies of the Town of Red Cross conform to generally accepted
accounting principles as applicable to governments. The following is a summary of the
more significant accounting policies.

A. Reporting Entity

The Town of Red Cross is a municipal corporation which is governed by an elected
mayor and a four-member council.

B. Basis of Presentation

Government-wide Statements: The statement of net assets and the statement of activities
display information about the primary government. These statements include the
financial activities of the overall government. Eliminations have been made to minimize
the double counting of internal activities. These statements distinguish between
governmental and business-fype activities (the town has no business type activities).
Governmental activities generally are financed through taxes, intergovernmental
revepues, and other non-exchange transactions.

The statement of activities presents a comparison between direct expenses and program
revenues for each function of the Town’s governmental activities. Direct expenses are
those that are specifically associated with a program or function and, therefore, are
clearly identifiable to a particular function. Indirect expense allocations that have been
made in the funds have been reversed for the statement of activities. The Town has no
program revenues at this time. Revenues that are not classified as program revenues,
including all taxes, are presented as general revenues.

Fund Financial Statements: The fund financial statements provide information about the
Town’s funds. Separate statements for each fund category - governmental and
propriefary (no proprietary fund at June 30, 2005) - are presented. The emphasis of fund
financial statements is on major governmental funds.

The Town reports the following major governmental funds.

General Fund. The General Fund is the general operating fund of the Town. The
General Fund accounts for all financial resources except those that are required to be
accounted for in another fund. The primary revenue sources are ad valorem taxes, State
grants, and various other taxes and licenses. The primary expenditures are for public
safety and sanitation services.
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Town of Red Cross, North Carolina
Notes to Financial Statements
June 30, 2005 '

C. Measurement Focus and Basis of Accounting

In accordance with North Carolina General Statutes, all fund of the Town are maintained
during the year using the modified accrual basis of accounting.

Government-wide Financial Statements: The government-wide financial statements are
reported using the accrual basis for accounting. Revenues are recorded when earned and
expenses are recorded at the time liabilities are incurred, regardless of when the related
cash flows take place. Nonexchange transactions, in which the Town gives (or receives)
value without directly receiving (or giving) equal value in exchange, include property
taxes, grants, and donations. On an accrual basis, revemue from property taxes is
recognized in the fiscal year for which the taxes are levied. Revenue from grants and
donations is recognized in the fiscal year in which all eligibility requirements have been
satisfied.

Governmental Fund Financial Statements: Governmental funds are reported using the
current financial resources measurement focus and the modified accrual basis of
accounting. Under this method, revenues are recognized when measurable and available,
Expenditures are recorded when the related fund liability is incurred. The Town had no
capital asset acquisitions at year ended June 30, 2005.

The Town considers all revenues available if they are collected within 90 days after year-
end, except for property taxes. Ad valorem taxes receivable are not accrued as a revenue
because the amount is not susceptible to accrual. At Jume 30, taxes receivable are
materially past due and are not considered to be an available resource to finance the
operations of the current year. Also, as of January 1, 1993, State law altered the
procedures for the assessment and collection of property taxes on registered motor
vehicles in North Carolina. Effective with this change in the law, Stanly County is
responsible for billing and collecting the property taxes on registered motor vehicles on
behalf of all municipalities and special tax districts in the County, including the Town of
Red Cross. For motor vehicles registered under the staggered system, property taxes are
due the first day of the fourth month after the vehicles are registered. The billed taxes are
applicable to the fiscal year in which they become due. Therefore, the Town’s vehicle
taxes for vehicles registered in Stanly County from March 2004 through February 2005
apply to fiscal year ended June 30, 2005. Uncollected taxes that were billed during this
period are shown as a receivable in these financial statements and are offset by deferred
revenues. For vehicles registered under the annual system, taxes are due on May 1 of
cach year. For those vehicles registered and billed under the annual system, uncollected
taxes are reported as a receivable on the financial statements and are offset by deferred
revenues because the due date and the date upon which interest begins to accrue passed
prior to June 30. The taxes for vehicles registered annually that have already been
collected as of year-end are also reflected as deferred revenues at June 30, 2005 because
they are intended to finance the Town operations during the 2005 fiscal year.

Pagel7




Town of Red Cross, North Carolina
Notes to Financial Statements
June 30, 2005

Sales taxes and certain intergovernmental revenues, such as the utilities franchise tax,
collected and held by the State at year-end on behalf of the Town are recognized as
revenue. Intergovernmental revenues and sales and services are not susceptible to
accrual because generally they are not measurable until received in cash. The Town had
no grant revenue at June 30, 2005.

As permitted by generally accepted accounting principles, the Town has elected to apply
only applicable FASB Statements and Interpretations issued on or before November 30,
1989 that do not contradict GASB pronouncements in its accounting and reporting
practices for its proprietary operations,

D. Budgetary Data

The Town’s budgets are adopted as required by the North Carolina General Statutes. An
annual budget is adopted for the General Fund. All annual appropriations lapse at the
fiscal-year end. All budgets are prepared using the modified accrual basis of accounting.
Expenditures may not legally exceed appropriations at the functional level for all
annually budgeted funds and at the object level for multi-year funds. Amendments are
required for any revisions that alter total expenditures of any fund. All amendments must
be approved by the governing board. During the year there were no amendments. The
budget ordinance must be adopted by July 1 of the fiscal year or the governing board
must adopt an interim budget that covers that time until the annual ordinance can be
adopted.

E. Assets, Liabilities, and Fund Equity

1. Deposits and Investments

All depoéits of the Town are made in board-designated official depositories and are
secured as required by State law [G.S. 159-31]. The Town may designate, as an official
depository, any bank or savings association whose principal office is located in North
Carolina. Also, the Town may establish time deposit accounts such as NOW and
SuperNOW accounts, money market accounts, and certificates of deposit.

State law [G.S. 159-30(c)] authorizes the Town 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
local government or public authority; obligations of certain non-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 local government or public authority; obligations
of certain non-gnaranteed federal agencies; certain high gquality issues of commercial
paper and bankers’ acceptances and the North Carolina Capital Management Trust
(NCCMT?}. As of June 30, 2005, the Town has no investments in securities.

Pagel8




—_——

Town of Red Cross, North Carolina
Notes to Financial Statements
June 30, 2005

2. Cash and Cash Equivalents

All cash and investments are essentially demand depostts and are considered cash and
cash equivalents.

3. Restricted Assets
The Town has no restricted assets as of June 30, 2005.

4. Ad Valorem Taxes Receivable

In accordance with State law [G.S. 105-347 and G.S. 159-13(a)], the Town levies ad
valorem taxes on property other than motor vehicles on July 1, the beginning of the fiscal
year. The taxes are due on September 1 (lien date); however, interest does not accrue
until the following January 6. These taxes are based on the assessed values as of January
1, 2000.

5. Capital Assets

The Town has no capital assets at June 30, 2005.

6. Long-Term Obligations

The Town has no long-term obligations as of June 30, 2005.

7. Compensated Absences

The Town has no employees as of June 30, 2005.
8. Net Assets/Fund Balances

Net assets in government-wide and proprietary fund financial statements are classified as
invested in capital assets, net of related debt; restricted; and unrestricted. There are no
restricted assets as of June 30, 2005.

State law [G.S. 159-13(b)(16)] restricts appropriation of fund balance for the subsequent
year’s budget to an amount not to exceed the sum of cash and investments minus the sum
of liabilities, encumbrances, and deferred revenues arising from cash receipts as those
amounts stand at the close of the fiscal year preceding the budget vear.
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Town of Red Cross, North Carolina
Notes to Financial Statements
June 30, 2005

The governmental fund types classify fund balances as follows:

Reserved:

Reserved for inventories — portion of fund balance that is not available for
appropriation because it represents the year-end fund balance of ending
inventories, which are not expendable, available resources. The Town has no
inventories as of June 30, 2005,

Reserved for encumbrances — portion of fund balance available to pay for
commitments related to purchase orders or contracts which remain unperformed
at year-end. The Town has no encumbrances as of June 30, 2005.

Reserved for State statute — portion of fund balance, in addition to reserves for
encumbrances and reserves for inventorics, which is not available for
appropriation under State law [G.S. 159-8(a)]. This amount is usually comprised
of accounts receivable and interfund receivables, which have not been offset by
deferred revenues.

Reserved for streets — Powell Bill — portion of fund balance that is available for
appropriation but legally segregated for street conmstruction and maintenance
expenditures. This amount represents the balance of the total unexpended Powell
Bill funds. The Town has not received any Powell Bill Funds as of June 30,
2005.

Unreserved:

Designated for subsequent year’s expenditures — portion of the total fund balance
available for appropriation that has been designated for the adopted 2005-2005
budget ordinance.

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

1I. Stewardship, Compliance, and Accountability

A,

1.

Material Violations of Finance-Related Legal and Contractual Provisions

Noncompliance with North Carolina General Statutes

The Town has no known noncompliance issues.

1. Detail Notes on All Funds

A

1.

Assets
Deposits
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Town of Red Cross, North Carolina
Notes to Financial Statements
June 30, 2005

All the deposits of the Town are either insured or collateralized by using one of two
methods. Under the Dedicated Method, all deposits that exceed the federal depository
msurance coverage level are collateralized with securities held by the Town’s agents in
these units’ names. Under the Pooling Method, which is a collateral pool, all uninsured
deposits are collateralized with securities held by the State Treasurer’s agent in the name
of the State Treasurer. Since the State Treasurer is acting in a fiduciary capacity for the
Town these deposits are considered to be held by the Town’s agents in their names. The
amount of the pledged collateral is based on an approved averaging method for non-
interest bearing deposits and the actual current balance for the interest-bearing deposits.
Depositories using the Pooling Method report to the State Treasurer the adequacy of their
pooled collateral covering uninsured deposits. The State Treasurer does not confirm this
information with the Town or the escrow agent. Because of the inability to measure the
exact amounts of collateral pledged for the Town under the Pooling Method, the potential
exists for under-collaterization, and this risk may increase in periods of high cash flows.
However, the State Treasurer of North Carolina enforces strict standards of financial
stability for each depository that collateralizes public deposits under the Pooling Method.

At June 30, 2005, the Town’s deposits had a carrying amount of $292,517 and a bank
balance of $292,517. Of the bank balance, $100,000 was covered by federal depository
insurance and the remainder was covered by collateral held under the pooling method.

2. Investments

The Town has no investments at the year ended June 30, 2005.

B. Liabilities

1. Pension Pian Obligations

The Town has no employees as of June 30, 2005.

2. Deferred Revenues

Deferred Revenues at June 30, 2005 consist of the following
Taxes receivable $3.573

3. Risk Management

The Town is exposed to various risks of loss related to torts; theft of, damage to, and
destruction of assets; errors and omissions; injuries to employees; and natural disasters.
The Town carries commercial insurance for all risks of Ioss.
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Town of Red Cross, North Carolina

Statement of Revenues, Expenditures, and changes in Fund Balances-
Budget and Actual-General Fund

For the Year Ended June 30, 2005

Statement 1
Variance
Positive
Budget Actual (Negative)
REVENUES
Ad Valorem Taxes:

Taxes $ 63632 § 63,415 § 4,783

interest - 3086 306
Total _ 53,632 68,721 5,089
Unrestricted intergovemmental:

l.ocal option sales tax 82,053 118,498 36,445

Telecommunications tax - 4 870 4,870

Utility franchise tax - 11,962 11,962
Total 82,053 135,330 53,277
Permits and fees:

Zoning permits - 105 105
Total - 105 105
Other:

investment earnings - 3,216 3,216

Miscellaneous - : 164 164
Total - 3,380 3,380

Total revenues 145,685 207,536 61,851
EXPENDITURES
General government:

Professional services 12,000 2,470 9,530

Other operating expenditures 19,904 5,779 14,125

Zoning and planning 22,623 4196 18,427
Total 54,527 12,445 42 082
Administration:

Other operating expendifures §,000 3,270 4.730
Total ‘ 8,000 3,270 4,730
Taxes:

Collection fees 1,050 1,035 15
Total 1,050 1,035 15
Total general government 63,577 16,750 46,827
Public safety:

Police:

Contracted services 14,000 10,434 3,566

Total 14,000 10,434 3,566

Fire:

Confracted services 25,660 23,280 2,380

Total 25,660 23,280 2,380
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Town of Red Cross, North Carolina

Statement of Revenues, Expenditures, and changes in Fund Balances-

Budget and Actual-General Fund
For the Year Ended June 30, 2005

Other:
Maintenance expense 7,000 786 5,214
Total ' 7,000 786 6,214
Total public safety 46,660 34,500 12,160
Environmental protection:
Confracted services ‘ 35,448 32,333 3,115
Total 35,448 32,333 3,115
Total environmental protection 35,448 32,333 3,115
Total expenditures 145,685 83,583 62,102
Revenues over {under) expenditures - 123,953 123,953
Other financing sources {user) - - -
Revenues and other financing sources
over expenditures and other
financing uses - 123,953 123,953
- Fund balances as previously reported 178,014
Fund balance, ending 301,967
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Town of Red Cross
Schedule of Ad Valorem Taxes Receivable
For the Fiscal Year Ended June 30, 2005

Uncoliected Uncollected
Balance Collections Balance

Year June 30, 2005 Additions and Credits  June 30, 2005
2005 % - 5 69,477 % 67,546 $ 1,931
2004 1,784 205 1,272 717
2003 345 - 253 92
2,129 69,682 69,071 2,740
Ad Valorem-general fund-net 67.381
Collection fees 1,035
Discounts 604
Other 51
Total Collections and Credits 3 69,071

Statement 2
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Town of Red Cross

Analysis of Current Tax Levy

City-Wide Levy

For the Fiscal Year Ended June 30, 2005

Statement 3
Total Levy
Property
excluding
City-Wide Registered Registered
Property Total Motor Motor
Valuation Rate Levy Vehicles Vehicles

Original Levy:
Property taxed at
current year'srate  $ 35,706,250 § 0.1600 % 57,130 $ 57,130
Registered Motor
vehicles taxed at
prior year's rate 6,924,375 0.1600 11,079 11,079
at current years rate 792,500 0.1600 1,268 1,268
Total 43,423,125 69,477 58,398 11,079
Total property
valuation 3 43,423,125
Net Levy 69,477 58,398 11,079
Uncollected taxes at June 30, 2004 1,831 1,084 847
Current levy coliection percentage $ 67,546 % 57,314 $ 10,232
Current levy collection percentage 97.22% 98.14% 92.35% .
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Sam K. Turner, Jr.

Certified Public Accountant

111 East Wade Street Phone: 704-694-5699
PO Box 828 Fax: 704-694-5652
Wadesboro, NC 28170 sktcpa@alltel.net

Report On Compliance And On Internal Control Over Financial Reporting Based
On An Audit Of Financial Statements Performed In Accordance
With Government Auditing Standards

To the Honorable Mayor and
Member of the Town Council
Red Cross, North Carolina

We have audited the accompanying financial statements of the governmental activities,

each major fund, and the aggregate remaining fund information of the Town of Red Cross,

North Carolina, as of and for the year ended June 30, 2005 which collectively comprise of
the Town of Red Cross’ basic financial statements, and have issued our report thercon
dated December 30, 2005. We conducted our audit in accordance with auditing standards

generally accepted in the United States of America and the standards applicable to

financial audits contained in Government Auditing Standards, issued by the Comptroller.
General of the United States.

Internal Control Over Financial Reporting
In planning and performing our audit, we considered the Town of Red Cross’ internal

control over financial reporting in order to determine our auditing procedures for the
purpose of expressing our opinion on the financial statements and not to provide an
opinion on the internal control over financial reporting. Our consideration of the internal
control over financial reporting would not necessarily disclose all matters in the internal
control over financial reporting that might be material weaknesses. A material weakness is
a reportable condition in which the design or operation of one or more of the internal
control components does not reduce to a relatively low level the risk that misstatements
caused by error or fraud in amounts that would be material in relation to the financial
statements being audited may occur and not be detected within a timely period by
employees-in the normal course of performing their assigned functions. We noted no
matters involving the internal control over financial reporting and its operations that we
consider a material weakness. '

Compliance and Other Matters
As part of obtaining reasonable assurance about whether the Town of Red Cross’ financial
statements are free of material misstatement, we performed tests of its compliance with
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certain provision of laws, regulations, contracts and grant agreements, noncompliance
with which could have a direct and material effect on the determination of financial
statement amounts. However, providing an opinion on compliance with those provisions
was not an objective of our audit and, accordingly, we do not express such an opinion.
The results of our tests disclosed no instances of noncompliance or other matters that are
required to be reported under Government Auditing Standards.

This report is intended solely for the information and use of the audit committee,

management, others within the organization, and members of the Town Council and is not
intended to be and should not be used by anyone other than these specific parties.

Sewk Tyl

December 30, 2005
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