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ROBHNSON, FARMER, COX ASSOCIATES

CERTIFIED PUBLIC ACCOUNTANTS 1 D
A PROFISSIONAL LIMITED LIABILITY COMPANY

Independent Auditors’ Report

TO THE HONORABLE MEMBERS OF THE BOARD OF SUPERVISORS
COUNTY OF CARROLL, VIRGINIA
HILLSVILLE, VIRGINIA

We have audited the accompanying financial statements of the governmental activities, the business-type activities,
the aggregate discretely presented component units, each major fund and the aggregate remaining fund information
of the County of Carroll, Virginia, as of and for the year ended June 30, 2008, which collectively comprise the
County's basic financial statements as listed in the table of contents. These financial statements are the
responsibility of the County of Carroll, Virginia's management. Our responsibility is to express opinions on these
financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of America;
the standards applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller
General of the United States; and the Specifications for Audits of Counties, Cities, and Towns, issued by the Auditor
of Public Accounts of the Commonwealth of Virginia. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the 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 includes assessing the accounting principles used and the 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.

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities, the business-type activities, the aggregate discretely presented
component units, each major fund and the aggregate remaining fund information of the County of Carroll, Virginia,
as of June 30, 2008, and the respective changes in financial position and cash flows, where applicable, thereof for
the year then ended in conformity with accounting principles generally accepted in the United States of America.

The County has elected to omit Management's Discussion and Analysis which is not a required part of the basic
financial statements but is supplementary information required by the accounting principles generally accepted in

the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated December 8, 2008, on
our consideration of the County of Carroll, Virginia's internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other matters. The
purpose of that report is to describe the scope of our testing of internal control over financial reporting and
compliance and the results of that testing, and not to provide an opinion on the internal control over financial
reporting or on compliance. That report is an integral part of an audit performed in accordance with Government

Auditing Standards and important for assessing the results of our audit.

The budgetary comparison information and the Schedule of Pension Funding Progress as listed in the tabie of
contents, are not a required part of the basic financial statements but are supplementary information required by
accounting principles generally accepted in the United States of America. We have applied certain limited



procedures, which consisted principally of inquiries of management regarding the methods of measurement. and
presentation of the supplementary information. However, we did not audit the information and express no opinion

on it.

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise
the County of Carroll, Virginia's basic financial statements. The introductory section and the other supplementary
information section are presented for purposes of additional analysis and are not a required part of the basic
financial statements. The accompanying schedule of expenditures of federal awards is presented for purposes of
additional analysis as required by the U.S. Office of Management and Budget Circular A-133, Audits of States,
Local Governments, and Non-Profit Organizations, and is also not a required part of the basic financial statements
of the County of Carroll, Virginia. The schedule of expenditures of federal awards has been subjected to the
auditing procedures applied in the audit of the basic financial statements and, in our opinion, is fairly stated in all
material respects in relation to the basic financial statements taken as a whole. The introductory section and other
supplementary information section have not been subjected to the auditing procedures applied in the audit of the
basic financial statements and, accordingly, we express no opinion on them.

Fatecmoon cgl/n.m 4{ Chsociatea

Christiansburg, Virginia
December 8, 2008

{
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County of Carroll, Virginia
Statement of Net Assets

June 30,2008

Exhibit 1

ASSETS
Cash and cash equivalents
Cash in custody of others
Investments
Receivables (net of allowance for uncollectibles):
Taxes receivabie
Accounts receivable
Other local taxes receivable
Accrued inferest receivable
Due from component unit
Due from other governmental units
Prepaid expenses
Lease purchase receivable
Assets held for resale:
Industrial sites
Restricted assets:
Temporarily restricted:
Cash and cash equivalents
Unamortized bond issue costs
Capital assets (net of accumulated depreciation):
Land
Buildings and system
Machinery and equipment
Infrastructure
Construction in progress
Total assets

LIABILITIES
Accounts payable
Accrued liabilities
Accrued interest payable
Due to primary government
Unearned revenue
Deposits heid in escrow
Long-term liabilities: (net of unamortized bond premium)
Due within one year
Due in more than one year
Total liabilities

NET ASSETS
invested in capital assets, net of related debt
Restricted for:
Schoo! cafeterias
Debt service and bond covenants
Unrestricted (deficit)
Total net assets

Primary Government

Component Units

Govevtnmental Busin.es.s’-type Public Service Industrial Development
Activities Activities Total School Board Authority Authority
$ 8921675 $ - % 8,921,675 $ 1,906,753 § 568,167 416,447
- 165,285 165,285 . . .
1,153,563 - 1,153,563 1,579
1,508,282 - 1,508,282 L b
56,406 28,544 84,950 167,502 116,873
111,201 - 111,201 . )
. . - 168,937
1,397,993 1,543 1,399,536 2 .
1,328,269 - 1,328,269 1,415,279 -
- 4,509 4,509 169,612 27,646 -
- © - - 9,555,000
888,543
2 229,263 331,665 6.448
- . - 220,593
2,964,359 2,964,359 1,528,700 205,337 274,314
47,888,729 47,888,729 2,818.419 - 1,441,533
833,385 - 833,385 1,436,358 . -
- 4,208,049 4,209,049 - 10,722,063
. . 3 - 3,283.100 -
3 66,163,862 § 4408930 § 70.572,792 $ 9,504,284 § 15,305,480 13,060.267
$ 219624 § 50552 § 270,176 $ 101818 § 262,691 11812
o = . 1,005,508 - -
759,765 3033 762,798 . 63.635 203,005
- 1 - 1.313.461 86,075 -
4,085 4,085 o .
20,811 20,811 28,025
3,561,666 21,183 3.582,849 724,778 165,783 1,002,145
38,059,296 1,205,166 39,264,462 241,592 7,271,193 10,645,738
S 42625247 ¢ 1279934 § 43,905,181 $ 3,387,157 § 7,877,402 11,862,700
$ 11,032,689 § 2982700 § 14,015,389 $ 5783477 § 6,844,658
229,263 - .
. d B . 331,665 6.448
12,505,926 146,296 12,652,222 104,387 251,755 1,191,119
$ 23538615 § 31289% § 26,667.611 $ 6117127 § 7428078 1,197,567

The notes 1o the financial statements are an integral part of this statement



County of Carroll, Virginia

Functions/Programs

PRIMARY GOVERNMENT:
Governmental activities:
General government administration
Judicial administration
Public safety
Public works
Health and welfare
Education
Parks, recreation, and cultural
Community development
Interest on lang-term debt
Total government activities

Business-type activities
Gladewlie/Cranberry Sewer
Total pnmary govemment

COMPONENT UNITS:

Schoot Board

Public Service Authority
Industrial Development Authonty
Total component units

CCCCCEC CCE T

(

Program Revenues

Statement of Activities
___Forthe Year Ended June 30, 2008

Net (Expense) Revenue and
Changes in Net Assets

Component Units

Exhibit 2

& : : pe:atingd g Ca:)ital 4 = P"’L‘"Y Govimmeq( - Public Service m.?"sn:l_ge;f_;fnmem
arges for rants an rants an Sl : Author
Expenses Services Contributions Contributions Activities Activities Total School Board Authority
$ 2,386,740 § 13377 § 603,045 § $ (1,770.318) $ $ (1.770,318) $ $ ¢
873323 16,919 461,746 (394,658) (394,658)
4,688,063 483,399 1634.770 {2.569,894) (2,569.894)
830,990 141,019 - - (689.971) (689.971)
4,208.213 3,103,363 _ (1,104,850) (1,104,850) .
10,319,961 . 5 {10,319.961) (10,319,961)
366,720 78,974 35,055 (252.691) (252,691) =
1734643 - . (1.738,643) (1.734,643)
1,561,537 - : ) {1.561,537) (1.561,537) - 3 =
$ _ 269701% § 733,688_$ 5837,979 8§ 8 (0398523 § $_ (20398523 8 TR
$ %7272 § 250886 § -9 $ ) (216,386) $ (216,385) 3 = ; ;
$ 27,437,462 § 984574 § 5837979 § $ (20.398,523) § (216.386) $§ (20,614,909) $ =
$ 40,936,886 $ 830.066 $ 29,150,664 § 836,817 $ - 8 $ $ (10,119,339) $ (AT $ |
2,118,120 1,623,349 : 150,658 . : . @3 ﬁ)
833,033 379,846 240,122 - B (273,06:
S 948019 8 2833261 § 79390786 § WA 5§ 5 = JE (1OMATHEDRY (eany §
General revenues: s
General property taxes $ 16,382.540 § S 16,382,540 $
Local sales and use taxes 1.529.793 1,529,793 i
Consumer's utility tax 655,242 655,242
Telecommunications tax 1,160,677 1,160,677
Motor vehicie taxes 630,894 630,894
Restaurant food taxes 429,869 429,869 - .
Other local taxes 769,956 - 769,956 5 TR 136,943
Unrestricted revenues from use of money and property 418,073 6428 424,501 60,20 = 323
Miscellaneous 79,683 3600 83,283 A gg;;:g 92927
Payments from Prmary Govemment o : R i . -
Grants and contributions not restricted to specific programs 1,174,594 1,174,594 ) (5.;.: 13)
Gain {Loss) on disposal of capttal assets P i i 68,
Total (gener)al reve:\)zes k s 2323131 § 10,028 § 23,241,349 $ 10,313,239 : (;;2(‘]12) : (204.918)
Change in net assets $ 2832798 § (206.358) § 2,626,440 $ 193,900 " 655'680 1.402.485
Net assets - beginning 20,705,817 3,335,354 24041171 5'923%3; : 7‘428'078 3 1197567
Net assets - ending 3 23538615 31289% S 76,667,611 s 6117, A28,

¢
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County of Carroll, Virginia
Balance Sheet
Governmental Funds
June 30, 2008

Exhibit 3

ASSETS
Cash and cash equivalents
Investments
Receivabies (net of allowance
for uncoliectibles):
Taxes receivable
Accounts receivable
Other local taxes receivabie
Due from component unit
Due from other governmental units
Total assets

LIABILITIES AND FUND BALANCES
Liabilities:
Accounts payable
Deferred revenue
Deposits held in escrow
Total liabilities

Fund balances:
Unreserved, reported in:
Unrestricted (deficit)
Total fund balances
Total liabilities and fund balances

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

General

8,921,675
1,153,563

1,508,282
56,406
111,201
1,397,993
1,328,269

14,477,389

219,624
1,339,456
20,811

1,579,891

12,897,498

©“©>

12,897 498

14,477,389




Exhibit 4
County of Carroll, Virginia
Reconciliation of the Balance Sheet of Governmental Funds
To the Statement of Net Assets
June 30, 2008

Amounts reported for governmental activities in the statement of net assets are

different because:
Total fund balances per Exhibit 3 - Balance Sheet - Governmental Funds $ 12,897,498
Capital assets used in governmental activities are not financial resources and, therefore,

are not reported in the funds. 51,686,473
Other long-term assets are not available to pay for current-period expenditures and,

therefore, are deferred in the funds. 8RS
Long-term liabilities, including bonds payable, are not due and payable in the current

period and, therefore, are not reported in the funds. (42,380,727)
Net assets of governmental activities $ 23,538,615

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

t
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County of Carroll, Virginia

Exhibit 5

Statement of Revenues, Expenditures, and Changes in Fund Balances

Governmental Funds
For the Year Ended June 30, 2008

REVENUES
General property taxes
Other local taxes
Permits, privilege fees,
and regulatory licenses
Fines and forfeitures
Revenue from the use of
money and property
Charges for services
Miscellaneous
Recovered costs
Intergovernmental revenues:
Commonwealth
Federal
Total revenues

EXPENDITURES
Current:
General government administration
Judicial administration
Public safety
Pubiic works
Health and welfare
Education
Parks, recreation, and cultural
Community development
Capital projects
Debt service:
Principal retirement
Interest and other fiscal charges
Total expenditures

Excess (deficiency) of revenues over
(under) expenditures

Fund balances - beginning
Fund balances - ending

School

General Construction Total
$ 16,652,335 § - $ 16,552,335
5,176,431 - 5,176,431
210,405 - 210,405
10,176 - 10,176
413,860 4213 418,073
513,107 - 513,107
79,683 79,683
1,456,401 1,456,401
5,335,382 5,335,382
1,677,191 - 1,677,191
$ 31424971 § 4213 % 31,429,184
$ 2,516,169 § $ 2,516,169
874.219 874219
4.777,341 4,777,341
1,453,133 1,453,133
4284 238 4,284,238
8,466,477 8,466,477
533,165 533,165
1,657,164 - 1,657,164
- 294 645 294,645
2,737,868 2,737,868
1,654,074 - 1,654,074
$ 28,953,848 $ 294,645 S 29,248,493
$ 2471123 § (290432) §  2.180.691
10,426,375 290,432 10,716,807
$ 12,897,498 § - S 12,897.498

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



County of Carroll, Virginia
Reconciliation of Statement of Revenues,
Expenditures, and Changes in Fund Balances of Governmental Funds
To the Statement of Activities
For the Year Ended June 30, 2008

Exhibit 6

Amounts reported for governmental activities in the statement of activities are different because:
Net change in fund balances - total governmental funds

Governmental funds report capital outlays as expenditures. However, in the statement of
activities the cost of those assets is allocated over their estimated useful lives and reported
as depreciation expense. This is the amount by which the capital outlays exceeded
depreciation in the current period.

Revenues in the statement of activities that do not provide current financial resources are
not reported as revenues in the funds.

The issuance of long-term debt (e.g. bonds, leases) provides current financial resources to
governmental funds, while the repayment of the principal of long-term debt consumes
the current financial resources of governmental funds. Neither transaction, however, has
any effect on net assets. Also, governmental funds report the effect of issuance costs,
premiums, discounts, and similar items when debt is first issued, whereas these amounts
are deferred and amortized in the statement of activities. This amount is the net effect
of these differences in the treatment of long-term debt and related items.

Some expenses reported in the statement of activities do not require the use of current
financial resources and, therefore are not reported as expenditures in governmental funds.

Change in net assets of governmental activities

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

$

$

2,180,691

(2,019,928)

(169,795)

2,796,328

45,502

S 2832798



County of Carroll, Virginia
Statement of Net Assets

Proprietary Fund
June 30, 2008

Exhibit 7

ASSETS
Current assets:
Cash in custody of others
Accounts receivable, net of allowances for uncollectibles
Due from component unit
Prepaid expenses
Total current assets
Capital assets:
Infrastructure
Less accumulated depreciation
Total capital assets
Total noncurrent assets
Total assets

LIABILITIES
Accounts payable
Accrued interest payable
Bonds payable - current portion
Total current liabilities

Noncurrent liabilities:
Bonds payable - net of current portion
Total noncurrent liabilities
Total liabiiities

NET ASSETS
Invested in capital assets, net of related debt

Unrestricted
Total net assets

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

=0

Enterprise
Fund
Gladeville/

Cranberry Sewer

$ 165,285
28,544

1,543

4,509

3 feossr
$ 5,453,913
(1.244,864)

$ 4,209,049
3 4408830
$ 50,552
3,033

21,183

) 74,768
$ 1,205,166
S 1205166
$ 1,279,934
$ 2,882,700
146,296

) 3,128,996



Exhibit 8
County of Carroll, Virginia
Statement of Revenues, Expenses, and Changes in Fund Net Assets
Proprietary Fund
For the Year Ended June 30, 2008
Enterprise
Fund
Gladeville/

OPERATING REVENUES
Charges for services:
Water/sewer revenues
Penalties and interest
Other revenues
Total operating revenues

OPERATING EXPENSES
Salaries and fringe benefits
Professional services
Utilities
Maintenance and repairs
Office expenses
Operating supplies
Uniforms
Treatment expenses
Insurance expense
Other expenses
Depreciation

Total operating expenses

Operating income (loss)

NONOPERATING REVENUES (EXPENSES)
Contributions to the Public Service Authority

Connection fees
Interest revenue
Interest expense

Total nonoperating revenues {expenses)

Change in net assets
Total net assets - beginning
Total net assets - ending

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

A1-

Cranberry Sewer

$ 245,085

4,148
1,653

$ 250,886

) 85,354
1,300
3,627

760
5,505
17,440
1,113
67,297
1,672
1,724
137,264

$ 323,056

$ (72,170)

$ (92,927)

3,600
6.428
(51,289)

$ (134,188)

$ (206,358)

3.335,354

$ 3.128,996

€ € ¢

€ € (



Exhibit 9
County of Carroll, Virginia
Statement of Cash Flows
Proprietary Fund
For the Year Ended June 30, 2008

Enterprise
Fund
Gladeville/
Cranberry Sewer

CASH FLOWS FROM OPERATING ACTIVITIES

Receipts from customers and users $ 285,620
Payments to suppliers (59:751)
Payments to employees (85,354)

Net cash provided (used) by operating activities $ 140,515

CASH FLOWS FROM NONCAPITAL FINANCING

ACTIVITIES

Contribution to the Public Service Authority S (92,927)
Net cash provided (used) by noncapital financing
activities $ (92,927

CASH FLOWS FROM CAPITAL AND RELATED FINANCING

ACTIVITIES
Additions to utility plant $ (23,074)
Principal payments on bonds (20,449)
Connection fees 3,600
Interest payments (51,276)
Net cash provided (used) by capital and related
financing activities $ (91,189)
CASH FLOWS FROM INVESTING ACTIVITIES
Interest and dividends received $ 6,428
Net cash provided (used) by investing activities $ 6,428
Net increase (decrease) in cash and cash equivalents $ (37,183)
Cash and cash equivalents - beginning - including restricted 204,011
Cash and cash equivalents - ending - including restricted $ 166,828
Reconciliation of operating income (loss) to net cash
provided by operating activities:
Operating income (loss) $ {72,170)
Adjustments to reconcile operating income to net cash
provided (used) by operating activities:
Depreciation expense $ 137,264
(Increase) decrease in accounts receivable 34,734
(Increase) decrease in prepaid expenses (2,837)
Increase (decrease) in accounts payable 43 524
Total adjustments $ 212,685
$ 140,515

Net cash provided (used) by operating activities

The notes to the financial statements are an integral part of this statement.
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Exhibit 10
County of Carroll, Virginia
Statement of Fiduciary Net Assets
Fiduciary Funds
June 30, 2008
Agency
Funds
ASSETS
Cash and cash equivalents $ 2876,314
Total assets $ 2.876,314
LIABILITIES
Amounts held for social services clients $ 38,575
Amounts held for Solid Waste Authority 2,728,745
Amounts held for Twin County Airport 108,994
Total liabilities $ 2,876,314

The notes to the financial statements are an integral part of this statement.
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COUNTY OF CARROLL, VIRGINIA

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2008

Note 1-Summary of Significant Accounting Policies:

The financial statements of the County conform to generall ing princi i '
: y accepted accounting principles (GAAP) applicable to government units promulgated
by the Governmental Accounting Standards Board (GASB). The following is a summary of the more significant policies: ’ v

A

Reporting Entity

The Cpunty of Carroll, Virginia is a political subdivision governed by an elected six-member Board of Supervisors. The accompanying
financial statements present the government and its component units, entities for which the government is considered to be financially
agcountable, Blended component units, although legally separate entities, are, in substance, part of the government's operations. Each
discretely presented component unit is reported in a separate column in the government-wide financial statements (see note below for
description) to emphasize that it is legally separate from the government.

Blended component units - None

Discretely Presented Component Units- The component unit columns in the financial statements include the financial data of the County's
discretely presented component units. The component units are reported in a separate column to emphasize that they are legally
separate from the County.

The Carroll County School Board operates the elementary and secondary public schools in the County. School Board members are
elected by popular vote. The School Board is fiscally dependent upon the County because the County approves all debt issuances of the
School Board and provides significant funding to operate the public schools since the School Board does not have separate taxing
powers. The School Board is presented as a governmental fund type. The School Board does not issue separate financial statements.

The Carroli County Public Service Authority provides water and sewer service to County residents. The Public Service Authority is fiscally
dependent upon the County because the County significantly funds Authority operations. In addition, the County Board appoints the Public
Service Authority's Board. A copy of the Public Service Authority's report can be obtained from the Public Service Authority.

The Carroll County Industrial Development Authority promotes industrial development in the County. The Authority is fiscally dependent
upon the County. In addition, the Authority's Board is appointed by the County Board of Supervisors. A copy of the Industrial
Development Authority’s report can be obtained from the Industrial Development Authority.

Related Organizations - The County Board appoints board members to outside organizations, but the County's accountability for these
organizations do not extend beyond making the appointments.

Jointly Governed Organizations:

The County along with the Counties of Wythe, Bland, Grayson, Smyth and the City of Galax participate in supporting the Mt. Rogers
Community Services Board. The governing body of this organization is appointed by the respective governing bodies of the participating
jurisdictions. For the fiscal year ended June 30, 2008, the County contributed $114,500 to the Community Services Board.

The County along with the City of Galax participates in supporting the Galax-Carroll Regional Library. The governing body of this
organization is appointed by the respective governing bodies of the participating jurisdictions. For the fiscal year ended June 30, 2008,

the County contributed $187,262 to the Library.

The County along with the County of Grayson and the City of Galax participate in supporting the Carroll-Grayson-Galax Regional Solid
Waste Authority through user charges. The governing body of this organization is appointed by the respective governing bodies of the

participating jurisdictions.

The County along with the County of Grayson and the City of Galax participate in supporting the Twin Counties E-911 Program. The
governing body of this organization is appointed by the respective governing bodies of the participating jurisdictions. Payments to the

program totaled $285.659 for the fiscal year ended June 30, 2008.
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COUNTY OF CARROLL, VIRGINIA

NOTES TO FINANCIAL STATEMENTS (CONTINUED)
JUNE 30,2008

Note 1-Summary of Significant Accounting Policies: (continued)

B.

Government-wide and fund financial statements

The government-wide financial statements (i.e , the statement of net assets and the statement of activities) report informatnpn onallofthe
nonfiduciary activities of the primary government and its component units. For the most part, the effgct of interfund activity has been
removed from these statements. Governmental activities, which normally are supported by taxes and lntergovernmgntal. revenues, are
reported separately from business type activities, which rely to a significant extent on fees anq charges for supp.ort leelWlS& the primary
governmentis reported separately from the legally separate component units for which the primary governmentis financially accountable.

The statement of activities demonstrates the degree to which the direct expenses of a given function or segment are offset by program
revenues. Direct expenses are those that are ciearly identifiable with a specific function or segment. Program revenues include‘ 1)
charges to customers or applicants who purchase, use, or directly benefit from goods, services, or privileges provided by a given function
or segment and 2) grants and contributions that are restricted to meeting the operational or capital requirements of a particular function or
segment Taxes and other items not properly included among program revenues are reported instead as general revenues.

Separate financial statements are provided for governmental funds, proprietary funds, and fiduciary funds, even though the latter are
excluded from the government-wide financial statements. Major individual governmental funds and major individual enterprise funds, if
any, are reported as separate columns in the fund financial statements.

Measurement focus, basis of accounting, and financial statement presentation

The government-wide financial statements are reported using the economic resources measurement focus and the accrual basis of
accounting, as are the proprietary fund and fiduciary fund financial statements. Revenues are recorded when earned and expenses are
recorded when a liability is incurred, regardless of the timing of related cash flows. Property taxes are recognized as revenues in the year

for which they are levied. Grants and similar items are recognized as revenue as soon as all eligibility requirements imposed by the
provider have been met.

Governmentat fund financial statements are reported using the current financial resources measurement focus and the modified accrual
basis of accounting. Revenues are recognized as soon as they are both measurable and available. Revenues are considered to be
available when they are collectible within the current period or soon enough thereafter to pay liabilities of the current period. For this
purpose, the government considers revenues to be available if they are collected within 60 days of the end of the current fiscal period.
Expenditures generally are recorded when a liability is incurred, as under accrual accounting. However, debt service expenditures, as
well as expenditures related to compensated absences and claims and judgments, are recorded only when payment is due.

Property taxes, franchise taxes, licenses, and interest associated with the current fiscal period are all considered to be susceptible to
accrual and so have been recognized as revenues of the current fiscal period. Accordingly, real and personal property taxes are recorded

as revenues and receivables when billed, net of allowances for un-collectible amounts. Property taxes not collected within 60 days after
year-end are reflected as deferred revenues.

Sales and utility taxes, which are collected by the state or utilities and subsequently remitted to the County, are recognized as revenues
and receivables upon collection by the state or utility, which is generally in the month preceding receipt by the County.

Licenses, permits, fines and rents are recorded as revenues when received. Intergovernmental revenues, consisting primarily of federal,
state and other grants for the purpose of funding specific expenditures, are recognized when earned or at the time of the specific
expenditure. Revenues from general-purpose grants are recognized in the period to which the grant applies. All other revenue items are
considered to be measurable and available only when the government receives cash.

The County reports the following major governmental funds:

The General Fund is the government's primary operating fund. It accounts for all financial resources of the general government, except

those required to be accounted for in other funds. Certain funds have been merged with the general fund for financial reporting purposes
only.



COUNTY OF CARROLL, VIRGINIA

NOTES TO FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2008

Note 1-Summary of Significant Accounting Policies: (continued)

C.

Measurement focus, basis of accounting, and financial statement presentation: (continued)

The School Construcltigp fund is reported as the County’s only major capital projects funds. The fund accounts for financial resources to
be used for the acquisition and construction of major capital projects.

The County reports the following major proprietary fund:

éhe Co:nt);operates asewer collection and treatment system. The activities of the system are accounted for in the Gladeville/Cranberry
ewer Fund.

Addttionally, the County reports the following fund types:

Fiduc{ary_ funds account for assets held by the government in a trustee capacity or as agent or custodian for individuals, private
organizations, other governmental units, or other funds. The Special Welfare, Solid Waste Authority. and Twin County Airport Funds are

reported as agency funds.

Private-sector standards of accounting and financial reporting issued prior to December 1, 1989, generally are followed in both the
government-wide and proprietary fund financial statements to the extent that those standards do not conflict with or contradict guidance of
the Governmental Accounting Standards Board. Governments also have the option of following subsequent private-sector guidance for
their business-type activities and enterprise funds, subject to this same limitation. The government has elected not to follow subsequent

private-sector guidance.

As a general rule the effect of interfund activity has been eliminated from the government-wide financial statements. Exceptions to this
general rule are other charges between the government's functions. Elimination of these charges wouid distort the direct costs and
program revenues reported for the various functions concerned.

Amounts reported as program revenues include 1) charges to customers or applicants for goods, services, or privileges provided, 2)
operating grants and contributions, and 3) capital grants and contributions, including specia! assessments. Internally dedicated resources
are reported as general revenues rather than as program revenues. Likewise, general revenues include all taxes.

Proprietary funds distinguish operating revenues and expenses from non-operating items. Operating revenues and expenses generally
result from providing services and producing and delivering goods in connection with a proprietary fund's principal ongoing operations. Al
revenues and expenses not meeting this definition are reported as non-operating revenues and expenses.

When both restricted and unrestricted resources are available for use, itis the government's policy to use restricted resources first, and
then unrestricted resources as they are needed.

Assets, liabilities, and net assets or equity

iz Deposits and Investments

The government's cash and cash equivalents are considered to be cash on hand, demand deposits, and short-term investments
with origina! maturities of three months or less from the date of acquisition.

Investments for the government, as well as for its component units, are reported at fair value. The State Treasurer's Local
Government Investment Pool operates in accordance with appropriate state laws and regulations. The reported value of the pool is

the same as the fair value of the pool shares.

-16-



COUNTY OF CARROLL, VIRGINIA

NOTES TO FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2008

Note 1-Summary of Significant Accounting Policies: (continued)

D),

Assets, liabilities, and net assets or equity (continued)

2.

Receivables and Payables

Activities between funds that are representative of lending/borrowing arrangements outstanding at the end of the ﬂscaluygar are
referred to as either “due to/from other funds” {i.e., the current portion of interfund loans) or “advances to/from other funds” (i.e., the"
non-current portion of interfund loans). All other outstanding balances between funds are reported as “due to/from other funds.

Any residual balances outstanding between the governmental activities and business-type activities are reported in the government-
wide financial statements as “internal batances.”

Advances between funds, as reported in the fund financial statements, are offset by a fund balance reserve account in applicable
governmental funds to indicate that they are not available for appropriation and are not expendable available financial resources.

Property Taxes

Property is assessed at its value on January 1. Property taxes attach as an enforceable lien on property as of December 6th. Real
estate taxes are payable on December 5t Personal property taxes are due and collectible annually on December 5t The County
bills and collects its own property taxes.

Allowance for Uncollectible Accounts

The County calculates its allowance for uncollectible accounts using historical collection data and, in certain cases, specific account
analysis. The allowance amounted to approximately $576,174 at June 30, 2008 and is composed solely of property taxes.

Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting principles requires management to make

estimates and assumptions that affect certain reported amounts and disclosures. Accordingly, actual results could differ from those
estimates.

Capital Assets

Capital assets, which include property, plant, equipment, and infrastructure assets (e.g., roads, bridges, sidewalks, and similar
items), are reported in the applicable governmental or business-type activities columns in the government-wide financial statements.
Capital assets are defined by the government as assets with an initial, individual cost of more than $5,000 (amount not rounded) and
an estimated useful life in excess of one year. Such assets are recorded at historical cost or estimated historical cost if purchased or
constructed. Donated capital assets are recorded at estimated fair market vaive at the date of donation.

The cost of normal maintenance and repairs that do not add to the value of the asset or materially extend assets lives are not
capitalized.

Major outlays for capital assets and improvements are capitalized as projects are constructed.



COUNTY OF CARROLL, VIRGINIA

NOTES TO FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2008

Note 1-Summary of Significant Accounting Policies: (continued)

D.

Assets, liabilities, and net assets or equity {continued)

6.

10.

Capital Assets (continued)

Property, plant, and equipment of the primary government, as well as the component units, is depreciated using the straight line
method over the following estimated useful lives:

Assets Years
Buildings 40
Building improvements 20-40
Structures, lines, and accessories 20-40
Machinery and equipment 4-30
Land improvements 10

Compensated Absences

Vested or accumulated vacation leave that is expected to be liquidated with expendable available financial resources is reported as
an expenditure and a fund liability of the governmental fund that will pay it. In accordance with the provisions of Government
Accounting Standards No. 16, Accounting for Compensated Absences, no liability is recorded for non-vesting accumulating rights to
receive sick pay benefits. The County accrues salary-related payments associated with the payment of compensated absences. All
vacation pay is accrued when incurred in the government-wide and proprietary fund financial statements.

Long-term Obligations

in the government-wide financial statements, and proprietary fund types in the fund financial statements, long-term debt and other
long-term obligations are reported as liabilities in the applicable governmental activities, business-type activities, or proprietary fund
type statement of net assets. Bond premiums and discounts, as well as issuance costs, are deferred and amortized over the life of
the bonds using the effective interest method. Bonds payable are reported net of the applicable bond premium or discount. Bond
issuance costs are reported as deferred charges and amortized over the term of the related debt.

In the fund financial statements, governmental fund types recognize bond premiums and discounts, as well as bond issuance costs,
during the current period. The face amount of debt issued is reported as other financing sources. Premiums received on debt
issuances are reported as other financing sources while discounts on debt issuances are reported as other financing uses. Issuance
costs, whether or not withheld from the actual debt proceeds received, are reported as debt service expenditures.

Fund Equity

In the fund financial statements, governmental funds report reservations of fund balance for amounts that are not available for
appropriation or are legally restricted by outside parties for use for a specific purpose. Designations of fund balance represent
tentative management plans that are subject to change.

Net Assets

Net assets is the difference between assets and liabilities. Net assets invested in capital assets represent capital assets, less
accumulated depreciation less any outstanding debt related to the acquisition, construction or improvement of those assets.
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COUNTY OF CARROLL, VIRGINIA

NOTES TO FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2008

Note 2-Reconciliation of Government-Wide and Fund Financial Statements:

A

Explanation of certain differences between the governmental fund balance sheet and the government-wide statement of net assets.

The governmental fund balance sheet includes a reconciliation between fund balance-total governmental fun;js and net assets-
governmental activities as reported in the government-wide statements of net assets. Qne element of that reconciliation gxplalns that
long-term liabilities, including bonds payable, are not due and payable in the current period and thgrefore are not reported in the fund;.
The details of these $(42,380,727) and $(966,370) differences for the primary government and discretely presented component unit,
respectively, are as follows:

Component
Primary Unit

Government School Board
General Obligation Bonds $  (21,004,720) $
General Obligation Bond Premium (698,703)
Literary Loans (9,395.361) -
Revenue Bond (9,555,000)
Accrued interest payable (759,765)
Landfill accrued postclosure monitoring costs (551,944) -
Compensated absences (415,234) (966,370)
Net adjustment to reduce fund balance-total governmental funds to
arrive at net assets-governmental activities $  (42.380,727) 3 (966,370)

Explanation of certain differences between the governmental fund statement of revenues, expenditures, and changes in fund balances
and the government-wide statement of activities

The governmental fund statement of revenues, expenditures, and changes in fund balances includes a reconciliation between net
changes in fund balances-total governmental funds and changes in net assets of governmental activities as reported in the government-
wide statement of activities. One element of that reconciliation explains, “Governmental funds report capitai outlays as expenditures.
However, in the statement of activities the cost of those assets is allocated over their estimated useful lives and reported as depreciation
expense.” The details of these §(2,019,928) and $(57,880) differences for the primary government and discretely presented component
unit, respectively, are as follows:

Component
Primary Unit
Government School Board
Capital outlays $ 263.430 $ 444612
Depreciation expense (2,283,358) (502,492)
Net adjustment to increase (decrease) net changes in fund balances -
total governmental funds to arrive at changes in net assets of
governmental activities $  (2019,928) $ (57,880)

o



COUNTY OF CARROLL, VIRGINIA

NOTES TO FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2008

Note 2-Reconciliation of Government-Wide and Fund Financial Statements: {continued)

B.  Explanation of certain Qiﬁerences between the governmental fund statement of revenues, expenditures, and changes in fund balances
and the government-wide statement of activities (continued)

Another element of that reconciliation states ‘the issuance of long-term debt (e.g., bonds, leases) provides current financial resources to
governmeqtal funds, while the repayment of the principal of long-term debt consumes the current financial resources of governmental
funds: Neither transaction, however, has any effect on net assets. Also, governmental funds report the effect of issuance costs,
premiums, discounts, and similar items when debt s firstissued, whereas these amounts are deferred and amortized in the statement of
activities.” The details of this $2,796,328 difference in the primary government, are as follows:

Primary
Government
Principal Payments or Other Reductions:
General Obligation Bonds $ 1,436,701
Bond Premium (amortization of) 52,061
Lease Purchase (Revenue Bond) 490,000
Literary loans 811.167
Decrease in landfill closure/post-closure liability 6.399
Net adjustment to increase (decrease) nef changes in fund balances -
total governmental funds to arrive at changes in net assets of
governmental activities $ 2,796,328

Another element of that reconciliation states, “Some expenses reported in the statement of activities do not require the use of current
financial resources and therefore are not reported as expenditures in governmental funds.” The details of these $45,502 and $(30,265)
differences for the primary government and discretely presented component unit, respectively, are as follows:

Component
Primary Unit

Government School Board
Compensated absences $ 5,026 $ (30,265)
Accrued interest 40,476 -
Net adjustment to increase (decrease) net changes in fund
balances-total governmental funds to arrive at changes in
net assets of governmental activities $ 45 502 $ (30,265)
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