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INTRODUCTORY SECTION



Management’s Discussion and Analysis

The management of Gaston County provides the readers of the County’s financial statements the
following narrative summary and analysis of the financial activities of Gaston County for the fiscal year
ended June 30, 2009. This narrative should be read in conjunction with other information that we have
furnished in the County’s financial statements, which follows this narrative.

Financial Highlights

» The assets of Gaston County exceeded its liabilities at the end of the fiscal year by $76,633,067
(net assets) compared to $101,881,478 at June 30, 2008.

e The County’s net assets of governmental activities decreased by $26,541,877, primarily due the
spending of bond proceeds for our school system.

e As of June 30, 2009, fund balance in the General Fund was $63,525,666, a decrease of
$4,796,283 in comparison with the prior year. Approximately 66% of this total amount,
$42,037,737 is available for spending at the government’s discretion while the difference is either
reserved for a specific purpose or restricted by State statute.

e Gaston County’s total debt, excluding compensated absences, net pension obligations and other
post employment benefits, decreased by $14,198,862 during the current fiscal year.

» The County holds the following bond ratings:

Moody’s Aa3
Standard & Poor’s A+

Overview of the Financial Statements

This discussion and analysis are an introduction to Gaston County’s basic financial statements. The
County’s basic financial statements consist of three components: (1) government-wide financial
statements, (2) fund financial statements and (3) notes to the financial statements (see Figure 1). The basic
financial statements present two different views of the County 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 condition of
Gaston County.



Required Components of the Annual Financial Report

Figure 1
| |
Management’s Basic
Discussion and Financial
Analysis Statements
|
Government- Fund Notes to the
Wide Financial Financial
Financial Statements Statements
Statements
Summary > Detail

Basic Financial Statements

The first two statements (pages 13 through 15) in the basic financial statements are the Government-
Wide Financial Statements. They provide both short and long-term information about the County’s
financial condition.

The next statements (pages 16 through 26) are Fund Financial Statements. These statements focus on
the activities of the individual parts of Gaston County government. These statements provide more detail
than the government-wide statements. There are four parts to the Fund Financial Statements: (1) the
governmental funds statements; (2) the budgetary comparison statements; (3) the proprietary fund
statements; and (4) the fiduciary fund 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, there is required
supplemental information concerning Gaston County’s progress in funding its obligation to provide
certain pension benefits to law enforcement officers. This information is found on pages 62 and 63. In
addition, supplemental information is provided to show details about the County’s non-major
governmental funds, all of which are added together in one column on the basic financial statements.
Budgetary information required by the North Carolina General Statutes also can be found in this section
of the statements.

Following the notes is the required supplemental information. The supplemental information is included
on pages 64 through 109.



Government-Wide Financial Statements

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

The two government-wide statements are divided into two categories: (1) governmental activities and (2)
Business-type activities. The governmental activities include most of the County’s basic services such as
public safety, health and social services, parks and recreation and general administration. Property taxes
and state and federal grants finance most of these activities. The business-type activities are those that the
County charges customers to provide. In Gaston County, only landfill services are reported as a business-
type activity.

Fund Financial Statements

The fund financial statements provide a more detailed look at the County’s most significant activities. A
fund is a grouping of related accounts that is used to maintain control over resources that have been
segregated for specific activities or objectives. Gaston County, like all other governmental entities in
North Carolina, uses fund accounting to ensure and reflect compliance (or non-compliance) with finance-
related legal requirements, such as the General Statutes or the County’s budget ordinance. All of the
funds of Gaston County can be divided into two categories: governmental funds and proprietary funds.

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

Gaston County adopts an annual budget for its General Fund, as required by the General Statutes. The
budget is a legally adopted document that incorporates input from the citizens and management of the
County and the decisions of the Board of Commissioners about which services to provide and how to pay
for them. It also authorizes the County to obtain funds from identified sources to finance these current
period activities. The budgetary statement provided for the General Fund demonstrates how well the
County complied with the budget ordinance and whether or not the County succeeded in providing the
services as planned when the budget was adopted. The budgetary comparison statement uses the
budgetary basis of accounting and is presented using the same format, language and classifications as the
legal budget document. The statement shows four columns: (1) the original budget as adopted by the
Board; (2) the final budget as amended by the Board; (3) the actual resources, charges to appropriations
and ending balances in the General Fund and other governmental funds and (4) the difference or variance
between the final budget and the actual resources and charges. To account for the difference between the
budgetary basis of accounting and the modified accrual basis, a reconciliation showing the differences in
the reported activities is shown at the end of the budgetary statement.



Proprietary Funds - Gaston County has one kind of proprietary fund. Enterprise Funds are used to
report the same functions presented as business-type activities in the government-wide financial
statements. Gaston County uses an enterprise fund to account for its solid waste services. This fund is the
same as the function shown in the business-type activities in the Statement of Net Assets and the
Statement of Activities.

Agency (Fiduciary) Funds- Agency funds are used to account for assets the County holds on behalf of
others. Gaston County has five agency funds.

Notes to the Financial Statements- The notes provide additional information that is essential to a full
understanding of the data provided in the government-wide and fund financial statements. The notes to
the financial statements start on page 27 of this report.

Other Information- In addition to the basic financial statements and accompanying notes, this report
includes certain required supplementary information concerning Gaston County’s progress in funding its
obligation to provide pension benefits to its employees. Required supplementary information can be
found beginning on page 62 of this report.

Government-Wide Financial Analysis

As noted earlier, net assets may serve over time as one useful indicator of a government’s financial
condition. The assets of Gaston County exceeded liabilities by $76,633,067 as of June 30, 2009. The
County’s net assets decreased by $25,248,411 for the fiscal year ended June 30, 20009.

The largest portion of net assets in the amount of $60,561,179 reflects the County’s investment in capital
assets (e.g., land, buildings, machinery and equipment); less any related debt still outstanding that was
issued to acquire those items. Gaston County uses these capital assets to provide services to citizens;
consequently, these assets are not available for future spending. Although Gaston County’s investment in
its capital assets is reported net of the outstanding related debt, the resources needed to repay that debt
must be provided by other sources, since the capital assets cannot be used to liquidate these liabilities.
The remaining balances are divided between restricted and unrestricted. Restricted amounts are balances
that are either restricted by third parties or legal restraints. Unrestricted amounts are the amounts available
to fund future operations.

The deficit in unrestricted net assets results from a situation somewhat unique to North Carolina in that
counties record the debt for school bonds issued but title to the land and buildings resides with the school
system. The County’s outstanding school debt at June 30, 2009 was $134,579,254.



Gaston County’s Net Assets

Figure 2
Governmental Business - Type
Activities Activities Total
2009 2008 2009 2008 2009 2008

Current and other assets $ 166,599,125 $ 201,532,305 4,152,614 $ 5,540,933 170,751,739 $ 207,073,238
Capital assets 110,236,236 112,933,521 10,478,518 8,794,819 120,714,754 121,728,340

Total assets 276,835,361 314,465,826 14,631,132 14,335,752 291,466,493 328,801,578
Long-term liabilities

outstanding, net of

current portion 177,845,709 185,024,147 4,280,674 4,400,403 182,126,383 189,424,550
Other liabilities 31,858,272 35,768,422 848,771 1,727,128 32,707,043 37,495,550

Total liabilities 209,703,981 220,792,569 5,129,445 6,127,531 214,833,426 226,920,100
Net assets:

Invested in capital assets,

net of related debt 50,169,617 77,988,668 10,391,562 8,541,958 60,561,179 86,530,626

Restricted 2,137,860 2,533,268 - - 2,137,860 2,533,268

Unrestricted 14,823,903 13,151,321 (889,875) (333,737) 13,934,028 12,817,584

Total net assets $ 67131380 $ 93,673,257 9,501,687 76,633,067 $ 101,881,478

S Bausax

Certain aspects of the County’s financial operations positively influenced the total unrestricted

governmental net assets:

e Continued diligence in the collection of property taxes by maintaining a collection percentage of

95.75%.

e Able to secure more funding through grants and Federal and State detention reimbursements.
e The County continues to monitor and control operating expenditures in light of current economic

conditions.



Revenues:
Program revenues:
Charges for services
Operating grants and contributions
Capital grants and contributions
General revenues:
Property taxes
Other taxes
Other
Total revenues

Expenses:
General government
Public safety
Environmental protection
Economic and physical development
Human services
Cultural and recreational
Education
Interest and fees on long-term debt
Solid Waste

Total expenses

Increase (decrease) in net assets

Net assets, July 1

Net assets, June 30

Gaston County Changes in Net Assets

Figure 3
Governmental Business - Type
Activities Actibities Total

2009 2008 2009 2008 2009 2008
$ 28339171 $ 29270903 $ 5551623 § 6084901 $ 33,890,794 $ 35355804
24,889,865 24,311,731 - 24,889,865 24,311,731
9,580,247 10,865,076 - 9,580,247 10,865,076
125,661,639 122,206,198 - 125,661,639 122,206,198
30,107,689 39,420,512 30,107,689 39,420,512
3,162,303 8,404,282 48,124 129,070 3,210,427 8,533,352
221,740,914 234,478,702 5,599,747 6,213,971 227,340,661 240,692,673
25,273,093 22,471,943 25,273,093 22,471,943
52,605,976 49,395,878 52,605,976 49,395,878
56,459 57,169 56,459 57,169
7,911,202 12,844,466 7,911,202 12,844,466
65,455,737 68,086,490 65,455,737 68,086,490
6,230,571 5,316,324 6,230,571 5,316,324
83,609,422 66,152,636 83,609,422 66,152,636
7,140,331 7,537,176 - 7,140,331 7,537,176
- 4,306,281 4,901,486 4,306,281 4,901,486
248,282,791 231,862,082 4,306,281 4,901,486 252,589,072 236,763,568
(26,541,877) 2,616,620 1,293,466 1,312,485 (25,248,411) 3,929,105
93,673,257 91,056,637 8,208,221 6,895,736 101,881,478 97,952,373
$ 67,131,380 $ 93673257 $ 9501687 $ 8208221 $ 76,633,067 $ 101,881,478

Governmental activities- Governmental activities decreased the County’s net assets by $26,541,877

thereby accounting for -105.12% of the total change in the net assets of Gaston County.

Business-type activities- Business-type activities increased Gaston County’s net assets by $1,293,466,
which was 5.12% of the total change of the County’s net assets. The key factor in this increase was:

* Revenues decreased approximately 9.88% while operating expenses decreased by 12.14%. This
resulted in an operating gain $1,293,466 for the Landfill.
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