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ROBINSON, FARMER, COX ASSOCIATES

CERTIFIED PUBLIC ACCOUNTANTS A PROFESSIONAL LIMITED LIABILITY COMPANY

Independent Auditor’s Report

To The Honorable Members of the Board of Supervisors
County of Northumberland
Northumberland, Virginia

We have audited the accompanying financial statements of the governmental activities, the
business-type activities, the discretely presented component unit, each major fund, and the
aggregate remaining fund information of the County of Northumberland, 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
Northumberland, 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
discretely presented component unit, each major fund, and the aggregate remaining fund
information of the County of Northumberland, 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.

In accordance with Government Auditing Standards, we have also issued our report dated December
15, 2008, on our consideration of the County of Northumberland, 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 is important for assessing the results of our audit.

The Management’s Discussion and Analysis, budgetary comparison information, and the Schedule of
Pension Funding progress as listed in the table 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 required 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 Northumberland, Virginia's basic financial statements. The
introductory section, combining and individual fund financial statements and schedules, and other
statistical information as listed in the table of contents as Other Supplementary Information 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 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 Northumberland, Virginia. The combining and
individual fund financial statements and schedules and the Schedule of Expenditures of Federal
Awards have been subjected to the auditing procedures applied in the audit of the basic financial
statements and, in our opinion, are fairly stated in all material respects in relation to the basic
financial statements taken as a whole. The introductory section and other statistical information
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.

Rda—vv‘—-», /‘—‘a/‘ ~ , CD” OﬁbU.‘iq,.

Richmond, Virginia
December 15, 2008



MANAGEMENT’S DISCUSSION AND ANALYSIS

To the Honorable Members of the Board of Supervisors
To the Citizens of Northumberland County
County of Northumberland, Virginia

As management of the County of Northumberland, Virginia we offer readers of the County’s financial
statements this narrative overview and analysis of the financial activities of the County for the fiscal
year ended June 30, 2008. Please read it in conjunction with the County’s basic financial statements,
which follow this section.

Financial Highlights

Government-wide Financial Statements

< The assets of the County exceeded its liabilities at the close of the most recent fiscal year by
$15,794,268 (net assets).

Fund Financial Statements

The Governmental Funds, on a current financial resource basis, reported expenditures and other uses
in excess of revenues and other financing of $18,050,187 (Exhibit 5) after making contributions
totaling $8,444,027 to the School Board.

< As of the close of the current fiscal year; the County's funds reported ending fund balances of
$22,676,273, a decrease of $18,050,187 in comparison with the prior year.

< Atthe end of the current fiscal year, unreserved fund balance for the general fund was $8,399,913
or 39% of total general fund expenditures and other uses.

< The combined long-term obligations decreased $1,194,526 during the current fiscal year.



Overview of the Financial Statements

This discussion and analysis are intended to serve as an introduction to the County’s basic financial
statements. The County’s basic financial statements comprise three components:

1. Government-wide financial statements,
2. Fund financial statements, and
3. Notes to the financial statements.

This report also contains other supplementary information in addition to the basic financial statements
themselves.

Government-wide financial statements - The Government-wide financial statements are designed to
provide readers with a broad overview of the County’s finances, in a manner similar to a private-sector
business.

The statement of net assets presents information on all of the County’s assets and liabilities, with the
difference between the two reported as net assets. Over time, increases or decreases in net assets
may serve as a useful indicator of whether the financial position of the County is improving or
deteriorating.

The statement of activities presents information showing how the County’s net assets changed during
the most recent fiscal year. All changes in net assets are reported as soon as the underlying event
giving rise to the change occurs, regardless of the timing of related cash flows. Thus, revenues and
expenses are reported in the statement for some items that will only result in cash flows in future fiscal
periods (e.g., uncollected taxes and earned but unused vacation leave).

Both of the government-wide financial statements distinguish functions of the County that are
principally supported by taxes and intergovernmental revenues (governmental activities) from other
functions that are intended to recover all or a significant portion of their costs through user fees and
charges (business-type activities). The governmental activities of the County include general
government, courts, police protection, sanitation, social services, education, cultural events, and
recreation.

The Government-wide financial statements include not only the County of Northumberland, Virginia
itself (known as the primary government), but also a legally separate school district for which the
County of Northumberland, Virginia is financially accountable. Financial information for the
component unit is reported separately from the financial information presented for the primary
government itself.

Fund financial statements - 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. The County of
Northumberland, Virginia, like other local governments, uses fund accounting to ensure and
demonstrate compliance with finance-related legal requirements. All of the funds of the County can
be divided into three categories: governmental funds, proprietary funds and fiduciary funds.




Overview of the Financial Statements (Continued)

Governmental funds - Governmental funds are used to account for essentially the same functions or
services reported as governmental activities in the government-wide financial statements. Whereas
the government-wide financial statements are prepared on the accrual basis of accounting, the
governmental fund financial statements are prepared on the modified accrual basis of accounting.
The focus of modified accrual reporting is on near-term inflows and outflows of financial resources
and the balance of financial resources available at the end of the fiscal year. Since the governmental
funds focus is narrower than that of the government-wide financial statements a reconciliation
between the two methods is provided at the bottom of the governmental fund balance sheet and the
governmental fund statement of revenues, expenditures and changes in fund balances. The County
has two major governmental funds — the General Fund and the County Capital Projects Fund.

Proprietary funds — Proprietary funds consist of enterprise funds. Enterprise funds are established to
account for the delivery of goods and services to the general public and use the accrual basis of
accounting, similar to private sector business.

The Sanitary District Fund provides a centralized source for water/sewer services to County residents.

Fiduciary funds - The County is the trustee, or fiduciary, for the County’s agency funds. 1t is
responsible for ensuring that the assets reported in these funds are used for their intended purposes.
All of the County’s fiduciary activities are reported in a separate statement of fiduciary net assets. The
County excludes these activities from the County’s government-wide financial statements because the
County cannot use these assets to finance its operations. Agency funds are County custodial funds
used to provide accountability of client monies for which the County is custodian.

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.

Other information - In addition to the basic financial statement and accompanying notes, this report
also presents certain required supplementary information for budgetary comparison schedules and
presentation of combining financial statements for the discretely presented component unit - School
Board. The School Board does not issue separate financial statements.




Government-wide Financial Analysis

As noted earlier, net assets may serve over time as a useful indicator of a County’s financial position.
In the case of the County, assets exceeded liabilities by $15,794,268 at the close of the most recent
fiscal year. The following table summarizes the County’s Statement of Net Assets:

County of Northumberland, Virginia's Net Assets

Governmental Activities Business-type Activities Totals
2008 2007 2008 2007 2008 2007

Current and other assets S 25,638,968 $ 44,619,757 S 239,649 S 257,351 § 25,878,617 $ 44,877,108
Capital assets 29,643,024 12,292,113 6,362,047 6,379,807 36,005,071 18,671,920

Total assets S 55,281,992 § 56,911,870 § 6,601,696 $ 6,637,158 § 61,883,688 S 63,549,028
Current liabilities S 2,524,816 $ 3,533,883 § 4,653 S 7,983 $ 2,529,469 S 3,541,866
Long-term liabilities
outstanding 41,440,007 42,603,959 2,119,944 2,150,518 43,559,951 44,754,477

Total liabilities S 43,964,823 $ 46,137,842 § 2,124,597 $ 2,158,501 $ 46,089,420 S 48,296,343
Net assets:
Invested in capital assets,
net of related debt S 2,673,032 $ 3,556,311 § 4,242,103 § 4,229,289 $ 6,915,135 §$ 7,785,600
Unrestricted 8,644,137 7,217,717 234,996 249,368 8,879,133 7,467,085

Total net assets S 11,317,169 $ 10,774,028 S 4,477,099 S 4,478,657 $ 15,794,268 S 15,252,685




Government-wide Financial Analysis (Continued)

The County’s net assets increased $541,583 during the current fiscal year. The following table
summarizes the County’s Statement of Activities:

County of Northumberland, Virginia's Changes in Net Assets

Revenues:
Program revenues:
Charges for services
Operating grants and
contributions
Capital grants and
contributions
General revenues:
General property taxes
Other local taxes
Grants and other contri-
butions not restricted
Other general revenues
Transfers

Total revenues

Expenses:

General government
administration

Judicial administration

Public safety

Public works

Health and welfare

Education

Parks, recreation, and
cultural

Community development

Interest and other fiscal
charges

Utilities

Total expenses
Change in net assets

Beginning of year
End of year

Governmental Activities Business-type Activities Totals

2008 2007 2008 2007 2008 2007
$ 260,826 $ 254,229 $ 308,819 § 281,731 § 569,645 S 535,960
2,871,605 2,734,668 - 338,899 2,871,605 3,073,567
491,533 68,266 138,778 - 630,311 68,266
13,447,313 13,176,306 - 13,447,313 13,176,306
1,945,289 2,236,690 - 1,945,289 2,236,690
1,085,298 1,109,209 - 1,085,298 1,109,209
2,046,111 1,793,663 101,114 48,183 2,147,225 1,841,846
(175,095) (154,593) 175,095 154,593 - .
$ 21,972,830 $§ 21,218,438 § 723,806 ¢ 823,406 § 22,696,686 S 22,041,844
$ 1,185,448 & 1,250,550 ¢ - $ - $ 1,185,448 S 1,250,550
897,658 913,462 - 897,658 913,462
3,325,552 2,786,622 - 3,325,552 2,786,622
1,261,074 1,299,662 - 1,261,074 1,299,662
1,963,371 1,979,837 - - 1,963,371 1,979,837
10,145,703 11,307,420 - - 10,145,703 11,307,420
162,433 154,433 - 162,433 154,433
582,207 462,873 - 582,207 462,873
1,906,293 1,757,383 1,906,293 1,757,383
- 725,364 641,660 725,364 641,660
S 21,429,739 § 21,912,242 § 725,364 S 641,660 § 22,155,103 § 22,553,902
S 543,141 § (693,804) ¢ (1,558) $ 181,746 $ 541,583 $ (512,058)
10,774,028 10,493,088 4,478,657 3,917,447 15,252,685 14,410,535
§ 11,317,169 ¢~ 9,799,284 ¢ 4,477,099 ¢ 4,099,193 ¢ 15,794,268 $ 13,898,477




Financial Analysis of the County’s Funds

As noted earlier, the County used fund accounting to ensure and demonstrate compliance with
finance-related legal requirements.

Governmental Funds - The focus of the County’s governmental funds is to provide information on
near-term inflows, outflows, and balances of available resources. Such information is useful in
assessing the County’s financing requirements. In particular, unreserved fund balance may serve as
a useful measure of a County’s net resources available for spending at the end of the fiscal year.

As of the end of the current fiscal year, the County’s governmental funds reported fund balances of
$22,676,273, a decrease of $18,050,187 in comparison with the prior year. Approximately 37% of this
total amount constitutes unreserved General Fund balance, which is available for spending at the
County's discretion.

Proprietary Funds - The County’s proprietary funds provide the same type of information found in the
government-wide financial statements, but in more detail. Unrestricted net assets at the end of the
year amounted to $234,996. The total decrease in net assets was $1,558. Other factors concerning
the finances of this fund have already been addressed in the discussion of the County’s business-type
activities.

General Fund Budgetary Highlights

Differences between the original budget and the final amended budget were increases of $377,663
and can be briefly summarized as follows:

$291,910 increase in education expenditures

$69,753 increase in public safety expenditures

$11,000 increase in general government administration expenditures
$5,000 increase in health and welfare expenditures

AANANA

During the year, revenues and other sources exceeded budgetary estimates by $4,309,921.
Expenditures and other uses were less than budgetary estimates by $1,423,494, resulting in a
positive variance of $5,733,415.

Capital Asset and Debt Administration

< Capital assets - The County’'s investment in capital assets for its governmental operations as of
June 30, 2008 amounts to $29,643,024 (net of accumulated depreciation). This investment in
capital assets includes land, buildings and system, and machinery and equipment.

Additional information on the County’s capital assets can be found in the notes of this report.

Long-term debt - At the end of the current fiscal year, the County had total debt outstanding of
$43,320,538. Of this amount, $2,036,268 comprises debt backed by the full faith and credit of the
County. The remainder of the County’s debt represents bonds secured solely by specified revenue
sources (i.e., lease/revenue bonds and revenue bonds).

The County's total debt decreased $1,194,526 during the current fiscal year.






















































































































































































































































