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ROBINSON, FARMER, COX ASSOCIATES

A PROFESSIONAL LIMITED LIABILITY COMPANY

CERTIFIED PUBLIC ACCOUNTANTS

Independent Auditors’ Report

To The Members of the
Carroll County Public Service Authority
Hillsville, Virginia

We have audited the accompanying statement of net assets of the Carroll County Public Service Authority, a
component unit of the County of Carroll, Virginia, as of June 30, 2008 and the related statements of revenues,
expenses and changes in net assets, and cash flows for the year then ended, which collectively comprise the
entity’s basic financial statements as tisted in the table of contents. These financial statements are the
responsibility of the Carroll County Public Service Authority's management. Qur responsibility is to express an
opinion 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 financiat audits contained in Government Auditing Standards issued by the
Comptroller General of the United States; and the Specifications for Audits of Authorities, Boards, and
Commissions, issued by the Auditor of Public Accounts of the Commonwealth of Vi rginia. 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 opinion.

in our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of the Carroll County Public Service Authority as of June 30, 2008, and the respective changes in financiat
position and cash flows thereof for the year then ended in conformity with accounting principles generally

accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated December 12, 2008 on
our consideration of the Carrotl County Public Service Authority's internal control over financial reporting and on
our tests of its compliance with certain provisions of laws, regulations, contracts, 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 Authority has elected not to present a Management’s Discussion and Analysis that accounting principles
generally accepted in the United States of America has determined is necessary to supplement, aithough not

required to be part of, the basic financial statements.

Our audit was conducted for the purpose of forming an opinion on the financial statements that collectively
comprise the Carroll County Public Service Authority’s basic financial statements. The accompanying schedule of
expenditures of federal awards is presented for purposes of additional analysis as required by the U.5. Office of
Management and Budget Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations, and
is not a required part of the basic financiat statements of the Carrolt County Public Service Authority. 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.

K stiimsn, czmu, 4( Craveiaten

Christiansburg, Virginia
December 12. 2008
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Exhibit 1

PUBLIC SERVICE AUTHORITY OF CARROLL COUNTY, VIRGINIA
(A COMPONENT UNIT OF CARROLL COUNTY}
Statement of Net Assets
As of June 30, 2008

ASSETS
Unrestricted Current Assets:
Cash and cash equivalents S 568,167
Receivabie (Net of allowance for uncollectibles):
Water and sewer bitlings 167,502
Prepaid expenses 27,646
Total unrestricted current assets 3 763,313
Restricted Current Assets!
Investments $ 331,665
Total restricted current assets S 331,665
Total current assets S 1,094,980
Noncurrent Assets:
Capital Assets:
Plant and equipment $ 14,863,800
Land 205,337
Construction in progress 3,283,100
Less accumutated depreciation (4,141,737)
Total capital assets S 14,210,500
Total noncurrent assets S 14,210,500
Total assets $ 15,305,480
LIABILITIES AND EQUITY
Liabilities:
Current liabilities:
Accounts payable - operations S 126,719
Accounts payable - construction 135,972
Accrued interest payable 63,635
Amounts held for others 28,025
Due to Carrall County 86,075
Compensated absences - current portion 53,351
Bonds payable - current portion 112,432
Total current liabilities $ 606,209
Noncurrent liabilities:
Compensated absences - net of current portion & 17,783
Bonds payable - net of current portion 7,253,410
Total noncurrent liabitities 5 7,271,193
Total liabilities s 7,877,402
Net Assets:
Invested in capital assets, net of related debt $ 6,844,658
Restricted - debt service 331,665
Unrestricted 251,755
Total net assets ) 7,428,078
The accompanying notes to the financial statements are an integrat part of this statement.




PUBLIC SERVICE AUTHORITY OF CARROLL COUNTY, VIRGINIA

(A COMPONENT UNIT OF CARROLL COUNTY)

Statement of Revenues, Expenses, and Changes in Net Assets

For the Year Ended June 30, 2008

Exhibit 2

Operating Revenues:
Water charges
Sewer charges

Penalties and interest

State fees
Miscellaneous

Total operating income

Operating Expenses:
Salaries and fringes

Professional services
Repairs and maintenance

Operating materials and supplies

Vehicle supplies and fuel

Utilities

Office and insurance expenses

Miscellaneous

Water and sewage treatment purchases

Depreciation expense

Total operating expenses

QOperating income (loss)

Nonoperating Revenues (Expenses}):

Interest income
Interest expense

Construction contributions
Gladeville/Cranberry fund contribution

Total nonoperating income (expenses)

Change in net assets

Net assets, beginning of year

Net assets, end of year

$

1,224,385
371,560
16,705
4,037
6,662

$

1,623,349

496,525
17,190
90,694

155,276
33,661
81,002
33,833
16,747

540,454

376,561

1,841,943

(218,594)

23,584
(276,177)
150,658
92,927

(9,008)

(227,602)

7,655,680

$

7,418,078

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




PUBLIC SERVICE AUTHORITY OF CARROLL COUNTY, VIRGINIA
{A COMPONENT UNIT OF CARROLL COUNTY)
Statement of Cash Flows
For the Year Ended June 30, 2008

Exhibit 3

QOperating activities:
Receipts from customers
Payments to employees for services
payments to suppliers for goods and services

Net cash provided by (used in) operating activities

Noncapital financing activities:
Transfer from Gladeville/Cranberry Sewer System
Advances from Carroll County

Net cash provided by (used in} Moncapital financing activities

Capital and related financing activities:
Acquisition of capital assets
Contributions in aid of construction
Proceeds from indebtedness
Principal payments on indebtedness
interest payments on indebtedness

Net cash provided by (used in} capital and related financing activities

Investing activities:
Interest received

Increase {decrease) in cash and cash equivalents
Cash and cash equivatents at beginning of year {including restricted cash of $289,781)

Cash and cash equivalents at end of year (including restricted cash of $331,665)

Reconciliation of eperating income to net cash provided
{used by operating activities}:
Operating income
Adjustments to reconcile operating income to net cash provided by
operating activities:
Depreciation and amortization
Changes in operating assets and liabilities:
{Increase) decrease in accounts receivable
(Increase) decrease in prepaid expenses
Increase (decrease} in operating payables
Increase {decrease) in customer deposits
Increase (decrease) in accrued leave

Net cash provided by operating activities

$ 1,597,965
{480,542)
(889,432)

$ 227,991

L E———— )

$ 92,927
39,795
$ 132,722

s (1,221,319}
150,658
3,470,582
(2,690,057}
{180,074)

S (470,210)

3 73,584

e et

$ (85,913)
985,745
5 899,832

PR

$ (218,594)

376,561

(25,954)
1,811
77,614
570
15,983

$ 227,991

—_——————

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




PUBLIC SERVICE AUTHORITY OF CARROLL COUNTY, VIRGINIA

(A COMPONENT UNIT OF CARROLL COUNTY)

statement of Fiduciary Net Assets
As of June 30, 2008

Exhibit 4

ASSETS

Unrestricted Current Assets:

Cash and cash equivalents

Receivable {Net of allowance for uncollectibles):
Accounts

Due from other funds

Prepaid expenses

" Total unrestricted current assets
Total current assets

Noncurrent Assets:

Capital Assets:
Property, plant and equipment
Less allowance far depreciation

Total capital assets
Total noncurrent assets

Total assets

LIABILITIES AND EQUITY
Liabilities:
Current liabilities:
Accounts payable
Accrued interest payable
Amounts held for Carroll County
Bonds payable - current portion

Total current liabitities

Noncurrent liabilities:
Bonds payable - net of current portion

Total noncurrent liabilities

Total liabilities

Agency Fund
Gladeville/
Cranberry Fund
5 165,285

28,544

1,543

4,509

] 199,881
5 199,881
5 5,453,913
(1,244,864)

S 4,209,049
5 4,209,049
5 4,408,930
S 50,552
3,033

3,128,996
21,183

5 3,203,764
5 1,205,166
S 1,205,166
S 4,408,930

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

.5-




PUBLIC SERVICE AUTHORITY OF CARROLL COUNTY, VIRGINIA
{A COMPONENT UNIT OF CARROLL COUNTY)

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2008

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:

The financial statements of the Authority conform to generally 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:

A. The Financial Reporting Entity:
The Authority is a discretely presented component unit of the County of Carroll, Virginia and is

presented as such in the County’s financial report for the fiscal year ended June 30, 2008.

B. Basis of Accounting:

Proprietary Funds - The accrual basis of accounting is used for the Authority. Under the accrual
method, revenues are recognized when earned and expenses are recognized when incurred. Private-
sector standards of accounting and financiat reporting issued prior to December 1, 1989, generally are
followed in the enterprise 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 {imitation. The government has elected not to follow
subsequent private-sector guidance. 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. The principal operating revenues of the Authority’s enterprise fund are charges to
customers for sales and services. The Authority also recognizes as operating revenue the portion of
tap fees intended to recover the cost of connecting new customers to the system. Operating
expenses for enterprise funds include the cost of sales and services, administrative expense, and
depreciation on capital assets. All revenues and expenses not meeting this definition are reported as

non-operating revenues and expenses.

C. Capital Assets:

Capital Assets, which include property, plant, equipment, and infrastructure assets (e.g., roads,
bridges, sidewalks, and similar items), are reported in the financial statements. Capital assets are
defined by the Authority 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 value at the date of donation.

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

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

Interest incurred during the construction phase of capital assets of business-type activities is included
as part of the capitalized value of the assets constructed. Interest capitalized during the current

5




PUBLIC SERVICE AUTHORITY OF CARROLL COUNTY, VIRGINIA
{A COMPONENT UNIT OF CARROLL COUNTY)

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2008

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES: (CONTINUED)

C.

Capital Assets: (Continued)

fiscal year totaled $38,754. Interest capitalized in the prior year was $19,194.

Property, plant, and equipment are depreciated using the straight-tine method over the following
estimated useful lives:

Assets Years
Water & Sewer System 5-50
Equipment 3-10
Buildings 30-50

Allowance for Uncolltectible Accounts:
The Authority calculates its allowance for uncollectible accounts using historical collection data. At

June 30, 2008, the allowance amounted to approximately $142,227.

Cash, Cash Eguivalents and Investments:
For the purposes of the Statement of Cash Flows, cash and cash equivalents are defined as short-term

highly liquid investments that are both readily convertible to known amounts of cash and investments
with maturities of 90 days or less. Certificates of deposits are reported in the accompanying financial
statements as cash and cash equivalents.

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 coutd differ from those estimates.

Restricted Assets:
Included in restricted cash and cash equivalents are amounts held in debt service reserve accounts in

the amounts of $331,665. When both restricted and unrestricted resources are available for use, it is
the government’s policy to use restricted resources first, and then unrestricted resources as they are

needed.

. Net Assets: :

Net assets are the difference between assets and liabilities. Net assets invested in capital assets
represent capitat assets, less accumulated depreciation, less any outstanding debt related to the
acquisition, construction or improvement of those assets.




PUBLIC SERVICE AUTHORITY OF CARROLL COUNTY, VIRGINIA
{A COMPONENT UNIT OF CARROLL COUNTY)

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2008

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES: {CONTINUED)

Compensated Absences:

Vested or accumulated vacation leave that is expected to be liquidated with expendable availablte
financial resources is reported as an expenditure and a liability on the statement of net assets. In
accordance with the provisions of Government Accounting Standards No. 16, Accounting for
Compensated Absences, no liability is recorded for non-vesting accumutating rights to receive sick pay
benefits. However, a liability is recognized for that portion of accumulating sick teave benefits that
it is estimated will be taken as "terminal teave” prior to retirement. The Authority accrues salary-
related payments associated with the payment of compensated absences. All vacation pay is accrued

when incurred.

NOTE 2 - CASH AND INVESTMENTS:

Deposits:
All cash of the Authority is maintained in accounts collateralized in accordance with the Virginia

Security for Public Deposits Act (a multiple financial institution collateral pool), Section 2.2-4400 et.
seq. of the Code of Virginia or covered by federal depository insurance. Under the Act, banks hotding
public deposits in excess of the amounts insured by FDIC must pledge collateral in the amount of 50%
of excess deposits to a collateral pool in the name of the State Treasury Board. Savings and Loan
institutions are required to collateralize 100% of deposits in excess of FDIC limits. Deposits covered by
the Act are considered insured since the Treasury Board is authorized to make additional assessments.

Investments: ‘
Statutes authorize local governments and other public bodies to invest in obligations of the United

States or agencies thereof, obligations of the Commonwealth of Virginia or political subdivisions
thereof, obligations of the International Bank for Reconstruction and Development (World Bank), the
Asian Development Bank, the African Development Bank, “prime quality” commercial paper and
certain corporate notes, banker’s acceptances, repurchase agreements, and the State Treasurer's Local

Government Investment Pool (LGIP).

Credit Risk of Debt Securities:
The Authority has not adopted an investment policy for credit risk. The Authority’s rated debt

investments as of June 30, 2008 were rated by Standard and Poor’s and the ratings are presented
below using the Standard and Poor’s rating scate.

Authority's Rated Debt Investments’ Values

Rated Debt Investments Fair Quality Ratings
AAA AAAM AAm Unrated
LGIP § - ST . S -




PUBLIC SERVICE AUTHORITY OF GARROLL COUNTY, VIRGINIA
(A COMPONENT UNIT OF CARROLL COU NTY}

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2008

NOTE 4 - PROPRIETARY DEBT: {CONTINUED)

Details of Long-Term indebtedness:

Total Amount Due
Amount Within One Year
Water and Sewer Revenue Bonds:

$1,250,000 revenue bond, issued August 5, 1998, hearing interest

at 4.5%, due in monthly principal and interest installments of

¢5,738 through August 5, 2040. 5 1,124,450 S 22,309

$818,700 revenue bond, issued October 20, 1994, bearing interest

at 4.5%, due in monthly principal and interest installments of

$3,759 through August 20, 2034, 691,953 15,188

$500,300 revenue bond, issued August 25, 1994, with interest

accruing at 4.5%, due in monthly principal and interest

instaliments of §2,297 through June 6, 2034. 421,205 9,083

$1,345,400 revenue bond, issued April 28, 1994, bearing interest

at 4.5%, due in monthly principal and interest installments of

$6,176 through January 28, 2034. 1,124,837 24,334

$2,567,581 revenue bond, issued December 17, 2007, hearing

interest at 4.375%, due in monthly principal and interest

installments of $11,609 through 2040, 2,567,581

Total revenue bonds % 5,930,026 S 70,914

The remainder of this page left blank intentionally.




PUBLIC SERVICE AUTHORITY OF CARROLL COUNTY, VIRGINIA
{A COMPONENT UNIT OF CARROLL COUNTY)

NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2008

NOTE 4 - PROPRIETARY DEBT: (CONTINUED)

Details of Long-Term indebtedness: (Continued)

$1,173,928 revenue bond issued through the Virginia Resource
Authority on January 1, 2002, due in semi-annual principal
instaliments of $19,565 through January 1, 2032. This is a zero
interest loan, however for financial reporting purposes, interest
has been imputed at 4.5%.

Less: Imputed interest at 4.5%
Net amount

$1,129,000 revenue bond issued through the Virginia Resource
Authority on June 30, 2004, due in semi-annual principal
installments of 518,817 through June 1, 2035. This is a zero
interest loan, however for financial reporting purposes, jnterest
has been imputed at 5%.

Less: Imputed interest at 5%

Net Amount

$153,200 revenue bond issued through the Virginia Resource
Authority on June 30, 2004, due in semi-annual principal
installments of $5,212 through December 1, 2024. Interest is
calculated at 3.00% annually with an interest only payment due
June 1, 2005.

$250,000 promissory note issued on April 28, 2004, due in monthly
installments of 51,543 through Aprit 28, 2024. Interest is
calculated at 4.210% annually.

Total revenue bonds and notes

Total Amount Due
Amount Within One Year
S 918,624
(355,227)
s 563,397 S 13,892
S 934,530
(402,589}
S 531,941 ) 11,174
S 127,291 5 6,723
S 213,187 5 9,729
$ 7,365,842 S 112,432

The remainder of this page left blank intentionally.




PUBLIC SERVICE AUTHORITY OF CARROLL COUNTY, VIRGINIA
(A COMPONENT UNIT OF CARROLL COUNTY)

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2008

NOTE 4 - PROPRIETARY DEBT: (CONTINUED)

Details of Lona-Term Indebtedness: (Continued)

Total Amount Due
Amount ~ Within One Year
Other Obligations:
Compensated absences S 71,134 S 53,351

Total Long-term Obligations 5 7,436,976 $ 165,783

-t

NOTE 5 - GLADEVILLE/CRANBERRY SEWER SYSTEM:

The County of Carroll owns the Gladevilte/ Cranberry Sewer system. The Authority has entered into an
operating agreement, whereby, they will operate and maintain the system on behalf of the County. All
assets, liabilities, revenues, expenses, and related items are presented in the financial report of the
County of Carroll. The statement of fiduciary net assets shows the balance of assets and liabilities of the

Gladeville/Cranberry Fund held on behalf of the County of Carroll.

NOTE 6 - DEFINED BENEFIT PENSION PLAN:

Through the County of Carroll, Virginia, the Authority contributes to the Virginia Retirement System
(VRS), an agent multiple-employer public employee retirement system that acts as a common jnvestment
and administrative agent for political subdivisions in the Commonwealth of Virginia. Actuarial
information, trend information and the funding status and progress of the plan are included in the annual

financial report for the County of Carrolt, Virginia.

NOTE 7 - PAYROLL EXPENSES:

All full-time employees of the Public Service Authority are paid through the County of Carroll, Virginia.
Part-time employees are paid by the Public Service Authority along with any overtime pay that the Public

Service Authority Board approves.

NOTE 8 - DUE TO CARROLL COUNTY:

As of June 30, 2008 the Authority owes Carroll County $86,075. $45,422 represents payroll expenses for
the month of June, $39,110 represents an advance from the County that is being repaid in monthly
installments of $652, and $1,543 represents amounts due in regards to the Gladeville/Cranberry Sewer

system.

-13-




PUBLIC SERVICE AUTHORITY OF CARROLL COUNTY, VIRGINIA
(A COMPONENT UNIT OF CARROLL COUNTY)

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2008

NOTE 9 - COMMITMENTS AND CONTINGENCIES:

Purchase Agreement:
The Authority has an agreement with the Town of Hillsville which provides for the Authority to obtain

water and sewage treatment at current cost plus twenty percent (20%).

Construction Commitments:

Project: Contract Amount Amount Outstanding at Year End
Regional Water Project $ 400,000 $ 120,000
Airport Road Project 2,761,455 177,991

Total 5 3,161,455 § 297,991

NOTE 10 - RISK MANAGEMENT:

The Authority participates with entities in a public entity risk pool for their coverage of general liability,
auto, property, equipment and machinery, and crime insurance with the Virginia Association of Counties.
Each member of the risk pool jointly and severally agrees to assume, pay and discharge any liability. The
Authority pays the Virginia Association of Counties contributions and assessments into a designated cash
reserve fund out of which expenses of the pool, claims and awards are to be paid. In the event of a loss,
deficit, or depletion of all available resources, the pool may assess all members in the proportion to
which the premium of each bears to the total premiums of all members in the year in which such deficit
occurs. The Authority continues to carry commercial insurance for all other risks of loss. Settied claims
resulting from these risks have not exceeded commercial insurance coverage in any of the past four fiscal

years.

The remainder of this page left blank intentionally.
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ROBINSON, FARMER, COX ASSOCIATES

A PROFESSIONAL LIMITED LIABILITY COMPANY

CER TIEIED PUBLIC ACCOUNTANTS

REPORT ON INTERNAL CONTROL OVER FiNaANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF
FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

To the Members of the
Carrol! County Public Service Authority
Hilisville, Virginia

We have audited the financial statements of the Carroll County Public Service Authority {a component unit of
Carroll County, Virginia), as of and for the year ended June 30, 7008, and have issued our report thereon dated
December 12, 2008, 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 Comptrotler General of the United States; and the Specifications for Audits of
Authorities, Boards, and Commissions, issued by the Auditor of Public Accounts of the Commonwealth of Virginia.

INTERNAL CONTROL OVER FINANCIAL REPORTING
In planning and performing our audit, we considered the Carroll County Pubtic Service Authority’s internal control

over financial reporting as a basis for designing our auditing procedures for the purpose of expressing our opinion
on the financial statements, but not for the purpose of expressing an opinion on the effectiveness of the Carroll
County Public Service Authority’s internal control over financial reporting. Accordingly, we do not express an
opinion on the effectiveness of the Carrotl County Public Service Authority's internal control over financial

reporting.

Our consideration of internal control over financial reporting was for the limited purpose described in the
preceding paragraph and would not necessarily identify all deficiencies in internal control over financial reporting
that might be significant deficiencies or material weaknesses. However, as discussed below, we identified certain
deficiencies in internal controt over financial reporting that we consider to be significant deficiencies.

A control deficiency exists when the design or operation of a control does not allow management or employees, in
the normal course of performing their assigned functions, to prevent or detect misstatements on a timely basis. A
significant deficiency is a control deficiency, or combination of control deficiencies, that adversely affects the
Carroll County Public Service Authority’s abitity to initiate, authorize, record, process, or report financial data
reliably in accordance with generally accepted accounting principles such that there is more than a remote
likelihood that a misstatement of the Carroll County Public Service Authority's financial statements that is more
than inconsequential will not be prevented or detected by the Carroli County public Service Authority’s internal
control, We consider the deficiencies described in the accompanying schedule of findings and questioned costs
(reference 2008-1, 2008-2) to be significant deficiencies in internal controt over financial reporting.

A materiat weakness is a significant deficiency, or combination of significant deficiencies, that results in more
than a remote liketihood that a material misstatement of the financial statements will not be prevented or

detected by the Carroll County Public Service Authority’s internal control.

Our consideration of the internal control over financial reporting was for the timited purpose described in the first
paragraph of this section and would not necessarily identify all deficiencies in the internal control that might be
significant deficiencies and, accordingly, would not necessarily disclose all significant deficiencies that are also

considered to be material weaknesses. However, we consider the items 2008-1 and 2008-2 to be material
weaknesses.




COMPLIANCE AND OTHER MATTERS _ ‘ _
As part of obtaining reasonable assurance about whether the Carroll County Public Service Authority’s financial

statements are free of material misstatement, we performed tests of its compliance with certain provisions of
laws, regulations, contracts, and grant agreements, noncomptiance 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.

We noted certain matters that we reported to management of the Carroll County Public Service Authority in a
separate letter dated December 12, 2008.

The Carroll County Pubtic Service Authority’s responses to the findings identified in our audit are described in the
accompanying schedule of findings and questioned costs. We did not audit the Carroll County Public Service

Authority’s responses and, accordingly, we express no opinion on them.

This report is intended solely for the information and use of the Board of Directors, management, and ot_hfers
within the entity, and it is not intended to be and should not be used by anyone other than these specified

parties.

Kslicmaon,, shenan, Ly Braociaten

Christiansburg, Virginia
December 12, 2008




Carroll County Public Service Authority

Schedule of Findings and Questioned Costs
Year Ended June 30, 2008

Section | - Summary of Auditor's Results

Financial Statements

Type of auditor's report issued:

Internal control over financial reporting:
Material weaknesses identified?
Significant deficiencies identified not considered
to be material weaknesses?

Moncompliance material to financial statements noted?

Federal Awards

internal control over major programs:
Material weaknesses identified?
significant deficiencies identified not considered
to be material weaknasses?

Type of auditor’s report issued on compliance for major programs:

Any audit findings disclosed that are required to be
reported in accordance with Circular A-133,
Section .510 (a)?

Identification of major programs:

CFDA ¥ Name of Federal Program or Cluster

10.760 Water and Waste Disposal Systems for Rural Communities

Dollar threshold used to distinguish between Type A
and Type B programs

Auditee qualified as low-risk auditee?

Prior audit findings and questioned costs?
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Carroll County Public Service Authority

Schedule of Findings and Questioned Costs
Year Ended June 30, 2008

$ection Il - Financial Statement Findings

2008-1
Condition: The financial statements, as presented for audit, did not contain all
necessary adjustments to comply with generally accepted accounting
principles (GAAP). As such, the auditor proposed adjustments that were
material to the financial statements.

Criteria: Per Statement on Auditing Standards 112, an auditee should have
sufficient controls in place to produce financial statements in accordance
with applicable standards. Furthermore, reliance on the auditor to
propose adjustments necessary to comply with reporting standards is not a
component of such controls.

Effect: There is more than a remote likelihood that a materfal misstatement of
the financial statements will not be prevented or detected by the
Authority's internal controts over financial reporting

Managements

Response: The Authority plans to work with the County in future periods to address
this issue.

2008-2

Condition: Currently the Authority tacks a proper segregation of duties over billing
and collection functions, as there are only two employees performing
these tasks.

Criteria: A key concept of internal controls is the segregation of duties. No one
employee should have access to the billing function and also take in
collections.

Effect: There is more than a remote likelihood that a material misstatement of
the financial statements will not be prevented or detected by the entity's
internal controls over financial reporting.

Managements
Response: Management acknowledges that internal controls over the billing and

collection function as well as the accounts payable and payroll functions
lack proper segregation of duties and have decided to hire an additional

employee to properly segregate duties.

Section Ill - Federal Award Findings and Questioned Costs

There are no federal award findings and questioned costs to report.
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Carroll County Pubfic Service Authority

Schedule of Findings and Questioned Costs
Year Ended June 30, 2008

Section [V - Status of Prior Audit Findings and Questioned Costs

The prior year financial statement findings have not been resolved, as they are the same this year.

There were no federal findings in the prior year.
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ROBINSON, FARMER, CoxX ASSOCIATES

A PROFESSIONAL LIMITED LIABILITY COMPANY

CERTIFIED PUBLIC A CCOUNTANTS

Report on Compliance with Requirements Applicable to Each Major Program and on Internal Control over
Compliance in Accordance with OMB Circular A-133

To the Members of the
Carroll County Public Service Authority
Hillsville, Virginia

COMPLIANCE
We have audited the compliance of the Carroll County Pubtic Service Authority {a component unit of Carroll

County, Virginia) with the types of compliance requirements described in the U.S. Office of Management and
Budget (OMB) Circular A-133 Compliance Supplement that are applicable to each of its major federal programs
for the year ended June 30, 2008. The Carroll County Public Service Authority’s major federal programs are
identified in the summary of auditor’s results section of the accompanying schedule of findings and questioned
costs. Compliance with the requirements of laws, regulations, contracts, and grants applicable to each of its
major federal programs is the responsibility of Carroll County Public Service Authority’s management. Qur
responsibility is to express an opinionon Carroll County Public Service Authority’s compliance pased on our audit.

We conducted our audit of compliance in accordance with auditing standards generally accepted in the United
States of America; the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States; and OMB Circutar A-133, Audits of States, Local
Governments, and Non-Profit Organizations. Those standards and OMB Circular A-133 require that we plan and
perform the audit to obtain reasonable assurance about whether noncomptiance with the types of compliance
requirements referred to above that could have a direct and material effect on a major federal program
occurred. An audit includes examining, on a test basis, evidence about the Carroll County Public Service
Authority’s compliance with those requirements and performing such other procedures as we considered
necessary in the circumstances. We believe that our audit provides a reasonable basis for our opinion. Our audit
does not provide a legal determination of the Carroil County public Service Authority’s compliance with those

requirements.

In our opinion, the Carroll County Public Service Authority complied, in all material respects, with the
requirements referred to above that are applicable to each of its major federal programs for the year ended June

30, 2008.

INTERNAL CONTROL OVER COMPLIANCE
The management of the Carroll County Public Service Authority is responsible for establishing and maintaining

effective internal control over compliance with the requirements of laws, regulations, contracts, and grants
applicable to federal programs. In planning and performing our audit, we considered the Carroll County Pubtic
Service Authority’s internal control over compliance with the requirements that could have a direct and material
effect on a major federal program in order to determine our auditing procedures for the purpose of expressing
our opinion on compliance, but not for the purpose of expressing an opinion on the effectiveness of internal
control over compliance. Accordingly, we do not express an opinion on the offectiveness of the Carroli County
Public Service Authority’s internal control over compliance.

A control deficiency in an entity’s internal control over compliance exists when the design or operation of a
control does not allow management or employees, in the normal course of performing their assigned functions, to
prevent or detect noncompliance with a type of compliance requirement of a federal program on a timely basis. A
significant deficiency is & control deficiency, or combination of contro! deficiencies, that adversely affects the
entity’s ability to administer a federal program such that there is more than a remote likelihood that
noncompliance with a type of compliance requirement of a federal program that is more than inconsequential will
not be prevented or detected by the entity's internal control.

A material weakness is a significant deficiency, of combination of significant deficiencies, that results in more
than a remote likelihood that material noncompliance with a type of compliance requirement of a federal
program will not be prevented or detected by the entity’s internal controt.
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Our consideration of internal control over compliance was for the limited purpose described in the first paragraph

of this section and would not necessarily identify all deficiencies in internal control that might be significant

deficiencies or material weaknesses. We did not identify any deficiencies in internal control over compliance that
we consider to be material weaknesses, as defined abave.

This report is intended solely for the information and use of the Board of Supervisors, management, others within
the organization, federal awarding agencies and pass-through entities and is not intended to be and should not be
used by anyone other than these specified parties.

R bbsimonn, Shinar, 4 Lavatre

Christiansburg, Virginia
December 12, 2008




Carroll County Public Service Authority

Schedule of Expenditures of Federal Awards
June 30, 2008

Federal Grantor/ Federal
State Pass-Through Grantor/ Catalogue Federal
Program Title/Pass Through Grantor's Number Number Awards

DEPARTMENT OF AGRICULTURE:

Direct Payments:

Water and Waste Disposal Systems for Rural Communities 10,760 $ 2,567,581

" Total Federal Financial Assistance s 2,567,581

NOTE 1--BAS!S OF PRESENTATION:

Carroll County Public Service Authority and is presented
The information in this schedule is presented in accorda
133, Audits of States, Local Governments, and Non-Profi
presented in this schedule may differ from amounts presente
financial statements.

on the modified accrual basis of accounting.
nce with the requirements of OMS Circular A-
t Organizations. Therefore, some amounts
d in, or used in the preparation of, the basic




