Financial Analysis of the County’s Funds

As noted earlier, the County uses 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 spendable resources. Such information is useful in
assessing the County’s financial 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 combined
ending fund balances of $9,271,318. Details are as follows:

e The general fund accounted for 50% percent or $4,654,712 of the combined ending
governmental fund balance, a decrease of $2,148,073 in comparison with the prior year.
oApproximately $4,271,765 or 92% of this balance constitutes unreserved fund
balance, which is available for spending at the County’s discretion.
Approximately $1,224,827 of unreserved fund balance has been designated for
emergency use only.
oThe remainder of general fund balance is reserved for debt service requirements
and noncurrent advances/receivables.

e The general fund reported a decrease in fund balance of $2,148,073. The primary
components of this decrease are as follows:
oScheduled transfers to the County Capital Projects Fund of $1,425,522 to fund
several one-time capital projects.
oUnanticipated decline in local revenue totaling $834,239. The majority of this
decline, $476,416, is tied to the housing market. See the Budget Highlights
section below for additional information on these underperforming revenues.

e The county capital projects fund accounted for 23% or $2,151,267 of the combined ending
governmental fund balance. Approximately $2,004,280 of this balance represents unspent
bond proceeds reserved for constructing and equipping four solid waste convenience
centers. The remainder of $146,987 is designated for improvements at the Quinby Boat
Harbor and for repairs at the social services office facility.

Proprietary funds - The County’s proprietary funds provide the same type of information found in
the government-wide financial statements, but in more detail.

The Landfill Fund reported deficit net assets at the end of the year in the amount of $811,785
This deficit is primarily due to unfunded landfill closure and post closure care costs. The current
fiscal year deficit is significantly less that the $2.8 million deficit net assets reported at the end
of fiscal year 2004. Except for fiscal year 2008, the County has gradually reduced this deficit
since 2005 by increasing landfill user fees and allowing Northampton County to dispose of its
waste at the County’s South Landfill. These steps have resulted in positive changes in net assets
of $883,701, $575,617 and 426,792 for the fiscal years ended June 30, 2007, June 30, 2006 and
June 30, 2005 respectfully. For the fiscal year ended June 30, 2008, the County reported a
reduction in net assets of $125,731. This reduction in net assets is due to the one-time
recognition of $509,727 in closure/post closure care expenses resulting from a change in the
estimated capacity of the South Landfill. Without this change in estimate, the Landfill fund
would have reported a positive change in net assets of $383,996.
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Budgetary Highlights

General Fund Budget Variances:

The slow down in the housing market had a significant impact on the County’s general fund.
Most revenues tied to residential construction or residential housing sales had negative variances
associated with them for the fiscal year ending June 30, 2008. A summary of these revenues and
their variance from the final budget is listed below:

Variance from

Revenue: Final Budget
Building Permits $ 214,171
Health Department Septic Permits 29,037
Eroision & Sediment Control Permits 104,734
Taxes on recordation 128,474
Total 476,416

The County has lowered the fiscal year 2009 estimates for these revenues.

Local Sales tax actually decreased from the previous fiscal year as consumer confidence eroded
resulting in a negative budgetary variance of $249,303. In addition, the County also experienced
a significant decline in investment earnings. Revenue from the use of money reported a
negative variance of $546,862. A decline in the County’s average rate of return contributed to
this variance along with an overly aggressive revenue forecast.

Negative budget variances were reported for both revenues ($3,233,414) and expenditures
($3,127,647) associated with the Hazard Mitigation Project. This is a multi-year project funded
from federal grant funds on a reimbursement basis. The budget for the project reflects the
entire grant however most of the expenditures associated with this project are not expected to
be incurred until fiscal year 2009.

The County Jail reported a negative expenditure budget variance of $340,149 due to increased
inmate medical care costs and contracted housing services. The jail census was substantially
higher than in the previous fiscal year forcing the need to occasionally house inmates in other
jails to eliminate overcrowding.

General Fund Budget Amendments:

The difference between the Primary Government General Fund original budget and the final
amended budget (schedule 2) was $5,405,306 and the significant differences can be summarized
as follows:

e Public Safety related amendments - Amendments totaling $3,550,111 were made to
reappropriate unspent grant funds associated with the Hazard Mitigation Elevation
Project. The project provides financial assistance to residences located in low-lying
areas. Funding is primarily used to raise existing homeowner residences to heights
sufficient to escape flood water. An amendment of $119,000 was made to recognize the
award of Commonwealth rescue assistance funds used to purchase safety equipment.
This equipment allows rescue vehicles to safely control stoplights located at strategic
traffic intersections.

e Public Works related amendments - The original budget was amended by $333,352 to
reappropriate district storm drainage funds remaining at the end of the prior fiscal year.

e Parks, Recreation and Cultural amendments - The original budget was amended by
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$82,071 to reflect the acceptance of a grant award for the Summer Food/Playground
Program.

e Other Amendments - In addition to the above, amendments totaling $601,954 were made
to reappropriate several projects which were approved in the preceding fiscal year. The
largest of which were:

03$142,656 for upgrade of the County’s telephone communication system.
0$73,279 for improvements to the County’s Quinby boating facility.

Capital Asset and Debt Administration

Capital assets - The County’s investment in capital assets for its governmental and business type
activities as of June 30, 2008 amounts to $57,681,605 (net of accumulated depreciation). This
investment in capital assets includes land, buildings and improvements, and machinery and
equipment.

Additional information on the County’s capital assets can be found in Note 7 of this report.

Long-term debt - At the end of the current fiscal year, the County had total debt outstanding of
$51,431,674. Of this amount, $45,550,674 represents debt backed by the full faith and credit of
the County. The remainder of the County’s debt is secured by property or specific revenue
sources.

Legislation enacted during fiscal year ended June 30, 2002 required the Primary Government to
assume debt historically reported by the School Board. The legislation resulted in an additional
$43,221,674 in debt reported on the County’s Statement of Net Assets and an expense increase
of $1,757,309 reported on the County’s Statement of Activities for the transfer of school
property on which debt was retired during the fiscal year to the school board. The legislation
affects the reporting of local school capital assets as well.

Additional information on the County’s long-term debt can be found in Note 11 of this report.

Economic Factors and Next Year’s Budgets and Rates

Based on available economic data, trends for the local economy have continued to show very
little growth as the national economy slows. The local average unemployment rate was 3.7% and
5.1% for June 2008 and 2007, respectfully. The local unemployment rate compares favorably to
the national rate of 5.7% but continues to lag behind the Commonwealth rate of 4.2%. Little
change in population has occurred over the past year. According to the Virginia Employment
Commission, the number of persons employed has decreased 2% from 18,925 in June 2007 to
18,452 in June 2008. Taxable retail sales increased 3% to $262,945,981 in fiscal year 2008 up
from $255,339,193 in calendar year 2007.

Assessed value of taxable property increased $1,175,262,335 or 49% in fiscal year 2008 as
compared to the previous fiscal year. The reason for this substantial increase was that the
County completed its first reassessment of real property since 2002. Real property tax rates
were reduced on average by 50% effectively eliminating any additional tax revenues which would
have been gained from the increase in taxable value.

All of these factors were considered in County’s budget for the 2009 either during its

development or as amendments once adopted. The fiscal year 2009 budget did not include a
property tax increase.
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Requests for Information

This financial report is designed to provide our residents, taxpayers, customers, investors and
creditors with a general overview of the County of Accomack, Virginia’s finances and to
demonstrate accountability for the money the County receives. Questions concerning any of the
information provided in this report or requests for additional financial information should be
addressed to the Accomack County Central Accounting Office, P.O. Box 620, Accomac, Virginia
23301.
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COUNTY OF ACCOMACK, VIRGINIA
STATEMENT OF NET ASSETS
AT JUNE 30, 2008

Exhibit 1

Assets:
Cash and cash equivalents
Taxes receivable, net
Special assessments receivable, net
Accounts receivable, net
Due from other government entities
Interest receivable
Component unit receivable
Inventory
Prepaid items
Notes receivable
Deferred charges
Restricted assets:
Cash and cash equivalents
Investments

Capital Assets (net of accumulated depreciation):

Land
Buildings
Improvements other than buildings
Machinery and equipment
Intangibles
Construction in progress

Total assets

Liabilities:
Accounts payable
Wages and benefits payable
Retainage payable
Due to other government entities
Accrued interest payable
Unearned revenue
Customer deposits
Noncurrent liabilities:

Due within one year

Due in more than one year

Total liabilities

Net Assets:

Invested in capital assets, net of related debt

Restricted for:
Future debt service
Unrestricted
Total net assets

Primary Government

Component Units

Governmental Business-type School

Activities Activities Total Board Other
$ 5338299 $ 2,965,461 $ 8,303,760 $ 5,016,551 465,275
5,344,666 - 5,344,666 - -
50,433 - 50,433 - -
457,108 172,793 629,901 190,590 439,574
2,361,167 - 2,361,167 2,089,910 146,891
10,202 - 10,202 - 229,749
16,888 - 16,888 - -
- - - - 76,029
- 3,525 3,525 - 10,331
- - - - 598,319
278,421 - 278,421 - -
2,039,944 - 2,039,944 - 93,900
245,076 - 245,076 - -
1,422,008 205,767 1,627,775 977,112 619,933
46,231,356 725,740 46,957,096 26,864,602 1,407,978
2,634,662 2,537,261 5,171,923 1,017,128 3,419,721
1,663,640 1,770,344 3,433,984 3,361,657 145,294
309,690 4,457 314,147 - -
80,364 96,316 176,680 - 222,846
68,483,924 8,481,664 76,965,588 39,517,550 7,875,840
1,664,774 122,271 1,787,045 2,147,604 287,607
27,880 267 28,147 3,610,491 101,752
5,316 - 5,316 180,866 -
118,898 - 118,898 21,375 16,888
1,003,973 5,314 1,009,287 - -
234,779 - 234,779 331,539 106,966
- 21,424 21,424 - -
3,935,043 403,405 4,338,448 1,551,659 30,641
47,675,419 8,601,865 56,277,284 191,778 267,348
54,666,082 9,154,546 63,820,628 8,035,312 811,202
5,309,326 2,944,885 8,254,211 32,220,499 5,530,064
1,517,064 - 1,517,064 - 500,000
6,991,452 (3,617,763) 3,373,689 (738,261) 1,034,574
$ 13,817,842 $ (672,878) $ 13,144,964 $ 31,482,238 $ 7,064,638

(The accompanying notes are an integral part of these financial statements.)
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COUNTY OF ACCOMACK, VIRGINIA
STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JUNE, 30 2008

Program Revenues

Operating Capital
Charges Grants and Grants and
Functions/Programs Expenses for Services  Contributions Contributions
Primary government:
Governmental activities:
General government administration $ 3580942 $ 377,763 $ 310,991 $ -
Judicial 1,527,924 146,069 1,009,634 -
Public safety 8,789,314 835,719 2,741,678 -
Public works 3,454,908 101,685 21,008 -
Health and welfare 8,086,910 370,942 6,004,143 -
Education 16,641,938 - 465,685 -
Parks, recreation and cultural 1,017,040 80,146 105,073 -
Community development 2,525,015 204,832 841,869 -
Interest on long-term debt 2,336,032 - - -
Total governmental activities 47,960,023 2,117,156 11,500,081 -
Business-type activities:
Landfill 3,271,543 2,887,533 - -
Parks and recreation 56,322 63,979 - -
Total business-type activities 3,327,865 2,951,512 - -
Total primary government $ 51,287,888 $ 5,068,668 $ 11,500,081 $ -
Component Units:
School Board $ 54,400,404 $ 1,202,019 $ 37,633,401 $ -
Airport Commission 803,906 351,061 39,163 249,906
Economic Development Authority 267,788 136,045 - -
Public Library 651,475 41,017 263,200 -
Planning District Commission 1,339,188 1,207,052 91,530 -
Quinby Harbor Committee 17,645 21,371 - -
Greenbackville Harbor Committee 12,169 27,390 - -
Captain's Cove/Greenbackville Mosquito Control Commission 43,696 8,989 - -
Total component units $ 57,536,271 $ 2,994,944 $ 38,027,294 $ 249,906

General Revenues:
Taxes:
General property taxes
Local sales and use taxes
Communication taxes
Consumer utility taxes
Other local taxes
Contributions from County of Accomack
Grants and contributions not restricted to specific programs
Investment earnings
Gain on the sale of capital assets
Other revenue
Transfers
Total general revenue and transfers
Change in net assets
Net assets-beginning
Net assets-ending

(The accompanying notes are an integral part of these financial statements.)
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Exhibit 2

Net (Expense) Revenue and
Changes in Net Assets

Primary Government Component Units

Governmental Business-type School

Activities Activities Total Board Other
$ (2,892,188) $ - $(2,892,188) $ - $ -
(372,221) - (372,221) - -
(5,211,917) - (5,211,917) - -
(3,332,215) - (3,332,215) - -
(1,711,825) - (1,711,825) - -
(16,176,253) - (16,176,253) - -
(831,821) - (831,821) - -
(1,478,314) - (1,478,314) - -
(2,336,032) - (2,336,032) - -
(34,342,787) - (34,342,786) - -
- (384,010) (384,010) - -
- 7,657 7,657 - -
- (376,353) (376,353) - -
(34,342,787) (376,353)  (34,719,139) - -
- - - (15,564,984) -
- - - - (163,776)
- - - - (131,743)
- - - - (347,258)
- - - - (40,606)
- - - - 3,726
- - - - 15,221
- - - - (34,707)
- - - (15,564,984) (699,143)
21,354,527 - 21,354,527 - -
2,966,467 - 2,966,467 - -
1,077,981 - 1,077,981 - -
916,728 - 916,728 - -
1,762,776 - 1,762,776 - -
- - - 15,687,911 671,176
3,531,512 - 3,531,512 - -
253,241 105,506 358,747 43,554 10,159
71,468 - 71,468 468,279 732,850
(152,773) 152,773 - - -
31,781,927 258,279 32,040,206 16,199,744 1,414,185
(2,560,859) (118,074) (2,678,933) 634,760 715,042
16,378,701 (554,804) 15,823,897 30,847,478 6,349,596
$ 13,817,842 $ (672,878) $ 13,144,964 $ 31,482,238 $ 7,064,638

(The accompanying notes are an integral part of these financial statements.)
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COUNTY OF ACCOMACK, VIRGINIA
BALANCE SHEET
GOVERNMENTAL FUNDS

AT JUNE 30, 2008 Exhibit 3
Major Funds
Comprehensive County School Nonmajor Total
Youth Services Capital Debt Service Governmental Governmental
General Fund Projects Fund Funds Funds
Assets:
Cash and cash equivalents $ 2,786,245 $ - $ 169,725 $ 1,066,983 $ 1,315,346 $ 5,338,299
Taxes receivable, net 4,125,993 - - 650,605 568,068 5,344,666
Special assessments receivable, net 50,433 - - - - 50,433
Accounts receivable, net 353,139 1,385 - - 102,584 457,108
Due from other government entities 1,114,101 972,335 15,063 - 259,668 2,361,167
Interest receivable 10,202 - - - - 10,202
Interfund receivables 625,867 - - - - 625,867
Component unit receivables 16,888 - - - - 16,888
Restricted assets:
Cash and cash equivalents 8,171 - 2,031,773 - - 2,039,944
Investments 245,076 - - - - 245,076
Total assets 9,336,115 973,720 2,216,561 1,717,588 2,245,666 16,489,650
Liabilities:
Accounts payable 833,866 537,197 65,294 - 228,417 1,664,774
Wages and benefits payable 21,372 - - - 6,508 27,880
Due to other government entities 48,644 42,970 - - 27,284 118,898
Retainage payable 4,316 - - - 1,000 5,316
Interfund payables - 389,808 - - 236,059 625,867
Deferred revenues 3,773,205 3,225 - 453,771 545,396 4,775,597
Total liabilities 4,681,403 973,200 65,294 453,771 1,044,664 7,218,332
Fund Balances:
Reserved for:
Noncurrent advances and receivables 129,700 - - - - 129,700
Debt service 253,247 - - 1,263,817 - 1,517,064
Unspent bond proceeds - - 2,004,280 - - 2,004,280
Unreserved, reported in:
General Fund-Designated for FY2009 budget 983,821 - - - - 983,821
General Fund-Designated for storm drainage 316,331 - - - - 316,331
General Fund-Designated for emergencies 1,224,827 - - - - 1,224,827
General Fund-Designated for other projects 1,746,786 - - - - 1,746,786
Capital Project Funds-Designated for other projects - - 146,987 - - 146,987
General Fund-Undesignated - - - - - -
Special Revenue Funds - 520 - - 1,201,002 1,201,522
Total fund balances 4,654,712 520 2,151,267 1,263,817 1,201,002 9,271,318
Total liabilities and fund balances $ 9,336,115 $ 973,720 $ 2,216,561 $ 1,717,588 $ 2,245,666 $ 16,489,650

(The accompanying notes are an integral part of these financial statements.)
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COUNTY OF ACCOMACK, VIRGINIA
RECONCILIATION OF THE BALANCE SHEET-GOVERNMENTAL FUNDS
TO THE STATEMENT OF NET ASSETS

AT JUNE 30, 2008 Exhibit 4
Total fund balances - governmental funds (Exhibit 3) $ 9,271,318
Amounts reported for governmental activities in the Statement of Net Assets are different because:
Capital assets used in governmental activities are not current financial resources and therefore
are not reported in the governmental funds. Those assets consist of:
Land 1,422,008
Buildings, net of depreciation 7,698,709
Improvements other than buildings, net of depreciation 2,634,662
Machinery and equipment, net of depreciation 1,663,640
Intangibles, net of amortization 309,690
Construction in progress 80,364
School Board capital assets, net of depreciation 38,532,647
Total capital assets 52,341,720
Other long-term assets are not available to pay for current period expenditures and therefore
are offset by deferred revenue in the governmental funds. 4,540,819

Long-term liabilities, including bonds payable, are not due and payable in the current period
and therefore are not reported in the governmental funds. Long-term liabilities at fiscal
year-end consist of:

Virginia Public Service Authority bonds
State Literary Fund loans
Qualified zone academy bonds
Lease revenue bonds
Capital leases
Accrued interest on debt
Premiums, discounts & related costs, net of amortization
Compensated absences
Net adjustment

Total net assets - governmental activities (Exhibit 1)

(The accompanying notes are an integral part of these financial statements.)
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COUNTY OF ACCOMACK, VIRGINIA

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE

GOVERNMENTAL FUNDS

FOR THE YEAR ENDED JUNE 30, 2008 Exhibit 5
Major Funds
Compre- County School Nonmajor Total
hensive Youth Capital Debt Governmental Governmental
General Services Projects Service Funds Funds
Revenues:
General property taxes $ 16,231,023 $ - 0% - $2383359 $ 2075087 $ 20,689,469
Other local taxes 6,716,758 - - - 7,194 6,723,952
Permits, fees and licenses 485,367 - - - - 485,367
Fines and forfeitures 81,648 - - - - 81,648
Revenue from the use of money and property 487,065 - 99,892 - 313 587,270
Charges for services 500,903 - - - 204,115 705,018
Miscellaneous 35,792 309,649 - - 176,863 522,304
Recovered costs 205,431 - 109,553 - 20,347 335,331
Intergovernmental 7,920,389 2,299,599 42,011 521,872 3,925,396 14,709,267
Total revenues 32,664,376 2,609,248 251,456 2,905,231 6,409,315 44,839,626
Expenditures:
General government administration 3,263,777 - 361,398 - - 3,625,175
Judicial administration 1,452,387 - - - 11,509 1,463,896
Public safety 5,589,282 - 35,000 - 3,007,905 8,632,187
Public works 3,361,405 - 939,741 - - 4,301,146
Health and welfare 784,407 3,106,414 31,655 - 4,024,780 7,947,256
Education 13,975,115 - - - - 13,975,115
Parks, recreation and cultural 894,910 - 73,284 - - 968,194
Community development 1,660,709 - 363,159 - 376,632 2,400,500
Debt service:
Principal 310,000 - - 2,218,867 - 2,528,867
Interest 269,116 - - 2,115,668 - 2,384,784
Total expenditures 31,561,108 3,106,414 1,804,237 4,334,535 7,420,826 48,227,120
Revenues over (under) expenditures 1,103,268 (497,166) (1,552,781)  (1,429,304) (1,011,511) (3,387,494)
Other financing sources (uses):
Transfers in 253,948 497,686 1,425,522 946,126 1,052,287 4,175,569
Transfers out (3,505,289) - (792,739) - (30,314) (4,328,342)
Total other financing sources (uses) (3,251,341) 497,686 632,783 946,126 1,021,973 (152,773)
Net changes in fund balance (2,148,073) 520 (919,998) (483,178) 10,462 (3,540,267)
Fund balance, beginning of year 6,802,785 - 3,071,265 1,746,995 1,190,540 12,811,585
Fund balance, end of year $ 4,654,712 % 520 $ 2,151,267 $ 1,263,817 $ 1,201,002 $ 9,271,318

(The accompanying notes are an integral part ot these financial statements.)
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COUNTY OF ACCOMACK, VIRGINIA

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE-
GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES

FOR THE YEAR ENDED JUNE 30, 2008

Exhibit 6

Net changes in fund balances-governmental funds (Exhibit 5)

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

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 and the net effect of various miscellaneous transactions involving capital assets
are as follows:

Capital asset expenditures 1,418,543
Depreciation on capital assets (1,811,914)
Retirement of capital assets (1,678)

Net adjustment

School Board capital assets financed by are jointly owned by the County and the School Board. The County
share of School Board assets is in proportion to the debt owed on such by the County. The

transfers to the School Board are affected by the relationship of the debt to assets on a

year to year basis. The net transfer resulting from this relationship decreased the transfers

to the School Board.

Revenues in the fund statements which were subject to accrual in the prior year are additions to
beginning net assets and, therefore, are not reported as revenues in the Statement of Activities.

The issue of long-term debt 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 cost, premiums, discounts, and similar items when debt is first
issued, whereas these amounts are deferred and amortized in the statement of activities.

Principal expenditures-capital leases 33,000
Principal expenditures-VPSA Bonds, Literary Fund loans, Lease revenue bonds and QZABs 2,495,865
Amortization of premium, discounts and similar items 47,256

Net adjustment

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.
Accrued interest payable 48,753

Compensated absences (158,166)

Net adjustment

Change in net assets of governmental activities (Exhibit 2)

(The accompanying notes are an integral part of these financial statements.)
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COUNTY OF ACCOMACK, VIRGINIA
STATEMENT OF NET ASSETS
PROPRIETARY FUNDS

AT JUNE 30, 2008

Exhibit 7

Assets:
Current assets:
Cash and cash equivalents

Accounts receivable (net of allowance for uncollectibles)

Prepaid items
Total current assets
Noncurrent assets:

Capital Assets (net of accumulated depreciation):

Land
Buildings
Improvements other than buildings
Machinery and equipment
Intangibles
Construction in progress

Total capital assets

Total assets

Liabilities:
Current liabilities:
Accounts payable
Wages and benefits payable
Accrued interest payable
Customer deposits
Compensated absences-current
General obligation bonds payable-current
Total current liabilities
Noncurrent liabilities:
Compensated absences
General obligation bonds payable
Landfill closure/post closure care
Total noncurrent liabilities
Total liabilities

Net Assets:
Invested in capital assets, net of related debt
Unrestricted

Total net assets

Business-type Activities-Enterprise Funds

Major Nonmajor
Fund Fund
Parks and
Landfill Recreation
Fund Revolving Fund Total
2,889,759 $ 75,702 $ 2,965,461
172,793 - 172,793
3,525 - 3,525
3,066,077 75,702 3,141,779
205,767 - 205,767
725,740 - 725,740
2,512,811 24,450 2,537,261
1,724,881 45,463 1,770,344
4,457 - 4,457
96,316 - 96,316
5,269,972 69,913 5,339,885
8,336,049 145,615 8,481,664
115,563 6,708 122,271
267 - 267
5,314 - 5,314
21,424 - 21,424
53,405 - 53,405
350,000 - 350,000
545,973 6,708 552,681
6,601 - 6,601
2,045,000 - 2,045,000
6,550,264 - 6,550,264
8,601,865 - 8,601,865
9,147,838 6,708 9,154,546
2,874,972 69,913 2,944,885
(3,686,757) 68,994 (3,617,763)
(811,785) $ 138,907 $ (672,878)

(The accompanying notes are an integral part of these financial statements.)

40



COUNTY OF ACCOMACK, VIRGINIA

STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS
PROPRIETARY FUNDS

FOR THE YEAR ENDED JUNE 30, 2008

Exhibit 8

Business-type Activities-Enterprise Funds

Operating revenues:
Charges for services
Other operating revenue
Total operating revenues

Operating expenses:
Personnel services and fringe benefits
Other operating expenses
Landfill closure and post closure care
Depreciation
Total operating expenses
Operating income (loss)

Nonoperating revenues (expenses):
Interest income
Interest expense
Total nonoperating revenues (expenses)
Income (loss) before transfers

Transfers:
Transfers in
Transfers out

Total transfers

Changes in net assets
Total net assets, beginning of year
Total net assets, end of year

(The accompanying notes are an integral part of these financial statements.)
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Major Nonmajor
Fund Fund
Parks and
Landfill Recreation
Fund Revolving Fund Total
2,802,849 $ 63,979 2,866,828
84,684 - 84,684
2,887,533 63,979 2,951,512
595,297 1,705 597,002
936,653 43,505 980,158
1,101,122 - 1,101,122
502,938 11,112 514,050
3,136,010 56,322 3,192,332
(248,477) 7,657 (240,820)
105,506 - 105,506
(135,533) - (135,533)
(30,027) - (30,027)
(278,504) 7,657 (270,847)
267,663 - 267,663
(114,890) - (114,890)
152,773 - 152,773
(125,731) 7,657 (118,074)
(686,054) 131,250 (554,804)
(811,785) $ 138,907 (672,878)




COUNTY OF ACCOMACK, VIRGINIA
STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS

FOR THE YEAR ENDED JUNE 30, 2008

Exhibit 9

Cash flows from operating activities:
Receipts from customers
Payments to suppliers
Payments to employees and benefits paid on behalf of employees
Other receipts
Payments to General Fund for indirect services
Net cash provided by operating activities

Cash flows from noncapital financing activities:
Operating subsidy from Primary Government
Net cash provided by noncapital financing activities

Cash flows from capital and related financing activities:
Purchase of capital assets
Principal payments on debt
Interest payments on debt
Other debt related payments
Net cash (used for) capital and related financing activities

Cash flows from investing activities:
Interest income

Net increase in cash and cash equivalents
Cash and cash equivalents, beginning of year
Cash and cash equivalents, end of year

Reconciliation of operating income (loss) to net cash provided by operating activities:

Operating income (loss)

Adjustments to reconcile operating income to net cash provided by operating activities:

Depreciation

Changes in assets and liabilities:
(Increase) Decrease in accounts receivable
Increase (Decrease) in accrued payroll costs
Increase (Decrease) in accounts payable
Increase (Decrease) in security deposits
Increase (Decrease) in closure/post closure liabilities
Increase (Decrease) in compensated absences payable
Total adjustments
Net cash provided by operating activities

Business-type Activities-Enterprise Funds

Major Nonmajor
Fund Fund
Parks and
Landfill Recreation
Fund Revolving Fund Total
2,857,288 $ 63,978 $ 2,921,266
(669,174) (40,864) (710,038)
(587,931) (3,247) (591,178)
84,684 - 84,684
(219,257) - (219,257)
1,465,610 19,867 1,485,477
152,773 - 152,773
152,773 - 152,773
(931,062) - (931,062)
(330,000) - (330,000)
(135,878) - (135,878)
(350) - (350)
(1,397,290) - (1,397,290)
105,506 - 105,506
326,599 19,867 346,466
2,563,160 55,835 2,618,995
2,889,759 $ 75,702 $ 2,965,461
(248,477) $ 7,657 $ (240,820)
502,938 11,112 514,050
50,735 - 50,735
267 - 267
46,179 1,098 47,277
3,702 - 3,702
1,101,122 - 1,101,122
9,144 - 9,144
1,211,149 1,098 1,212,247
1,465,610 $ 19,867 $ 1,485,477

(The accompanying notes are an integral part of these financial statements.)
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COUNTY OF ACCOMACK, VIRGINIA
STATEMENT OF FIDUCIARY NET ASSETS
AGENCY FUNDS

AT JUNE 30, 2008 Exhibit 10

Assets: Total

Cash and cash equivalents held by Treasurer 41,158

Cash and cash equivalents in custody of others 16,635
Total assets 57,793

Liabilities:

Amounts held for social service clients 38,259

Amounts held for others 16,635

Amounts held for war memorial ceremonies 2,899
Total liabilities 57,793

(The accompanying notes are an integral part of these financial statements.)
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COUNTY OF ACCOMACK, VIRGINIA
NOTES TO FINANCIAL STATEMENTS

At June 30, 2008

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The County of Accomack, Virginia (the County) was formed as an independent county in 1634.
The County is located on Virginia’s Eastern Shore and covers an area of approximately 476 square
miles. The County is governed by a Board of Supervisors consisting of nine members each of
which are elected for a four-year term.

The financial statements of the County have been prepared in conformity with generally accepted
accounting principles (GAAP) as applied to government in the United States of America. The
Governmental Accounting Standards Board (GASB) is the primary standard-setting body for
establishing governmental accounting and financial reporting principles.

The County implemented GASB Statement No. 34, “Basic Financial Statements — and
Management Discussion and Analysis — For State and Local Governments,” as of July 1, 2002.
This statement provides for the most significant change in financial reporting for state and local
governments in over 20 years and affects the way the County prepares and presents financial
information.

The following is a summary of the significant accounting policies of the County:

A. The Reporting Entity

As required by GAAP, the accompanying financial statements present the financial data of
the County (Primary Government) and its component units. The financial data of the
component units are included in the County’s basic financial statements because of the
significance of their operational or financial relationships with the County. The County and
its component units are together referred to herein as the reporting entity.

Blended Component Units

Blended component units, although legally separate entities, are, in substance, part of the
County’s operations and so data from these units are combined with data of the primary
government. The County has no component units that meet the requirements for blending.

Discretely Presented Component Units

The component unit columns in the financial statements include the financial data of the
County’s component units. They are presented in separate columns to emphasis that they
are legally separate from the County. All component units have a fiscal year end of June
30, 2008.

1. Accomack County School Board - The Accomack County School Board was created
by state law and is vested with the responsibility of administering the public school
system. The School Board is composed of ten members all of whom are appointed
by a selection committee established by the Circuit Court. The County levies taxes for
its operation, issues bond or enters into capital leases for its capital requirements and
approves its annual budget. The School Board is reported as a governmental fund
type. The School Board does not issues separate financial statements.

2. Accomack County Airport Commission - The Accomack County Airport Commission
was created for the purpose of improving, equipping, maintaining, operating, and
promoting the Accomack County Airport. The Commission is empowered to acquire,
hold and dispose of property in its own name. The Commission consists of nine
members all of which are appointed and serve at the pleasure of the County Board of
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COUNTY OF ACCOMACK, VIRGINIA
NOTES TO FINANCIAL STATEMENTS

At June 30, 2008 (Continued)

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued

A. The Reporting Entity-continued

Supervisors. The County approves the annual operating budget and provides
significant financial assistance to the Commission. The Commission is reported as
an enterprise fund type. The Airport Commission does not issue separate financial
statements.

3. Economic Development Authority of Accomack County - The Economic
Development Authority of Accomack County (EDA), formerly known as the
Industrial Development Authority of Accomack County (IDA), was established to
promote industry and develop trade by inducing manufacturing, industrial,
government, and commercial enterprises to locate in Accomack County. The IDA
changed its mission in fiscal year 2008 to enhance the economy and development
of the County hence the name change. The Authority consists of seven directors,
all of which are appointed by the County Board of Supervisors. The County
approves the annual operating budget and provides significant financial assistance
to the Authority. The Authority is reported as an enterprise fund type. The
Authority does not issue separate financial statements.

4. Eastern Shore Public Library - The Eastern Shore Public Library was created for
the purpose of providing public library services to residents of the Eastern Shore of
Virginia. The Library Board consists of five members, a majority of which is
appointed by the Accomack County Board of Supervisors. The Library is fiscally
dependent upon the County for its annual contribution. Separately issued financial
statements can be obtained from the Eastern Shore Public Library, Post Office Box
360, Accomac, Virginia 23301. The Library is reported as a governmental fund

type.

5. Accomack-Northampton Planning District Commission - The Accomack-
Northampton Planning District Commission is a multi-jurisdictional entity created for
the purpose of promoting the orderly and efficient development of the physical,
social, and economic elements in its district. The Commission consists of thirteen
members of which seven are appointed by and serve at the pleasure of the County
Board of Supervisors. The Commission receives significant financial assistance
from the County and is fiscally dependent on this assistance. Separately issued
financial statements can be obtained from the Accomack-Northampton Planning
District Commission, Post Office Box 417, Accomac, Virginia 23301. The
Commission is reported as a governmental fund type.

6. Quinby Boat Harbor Committee - The Quinby Boat Harbor Committee was
established to diligently conduct and enforce the rules and regulations regarding
the use and occupancy of the Quinby Boat Harbor. The Committee consists of nine
members, all of which are appointed and serve at the pleasure of the County Board
of Supervisors.  Separately issued financial statements can be obtained from the
Quinby Boat Harbor Committee, Post Office Box 343, Quinby, Virginia 23423. The
Committee is reported as a governmental fund type.

7. Greenbackville Boat Harbor Committee - The Greenbackville Boat Harbor
Committee was established to diligently conduct and enforce the rules and
regulations regarding the use and occupancy of the Greenbackville Boat Harbor.
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COUNTY OF ACCOMACK, VIRGINIA
NOTES TO FINANCIAL STATEMENTS

At June 30, 2008 (Continued)

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES — continued

A. The Reporting Entity-continued

The Committee consists of five members, all of which are appointed by and serve
at the pleasure of the County Board of Supervisors. Separately issued financial
statements can be obtained from the Greenbackville Harbor Committee, Post Office
Box 74, Greenbackville, Virginia 23356. The Committee is reported as a
governmental fund type.

Greenbackville/Captain’s Cove Mosquito Control Commission - The Greenbackville/
Captain’s Cove Mosquito Control Commission is responsible for insect control in
the Greenbackville/Captains Cove area of Accomack County. The Commission
consists of three members of which two are appointed by the Primary Government.
The County levies taxes on behalf of the Commission to finance the Commission’s
operations. Separately issued financial statements can be obtained from
Greenbackville/Captain's Cove Mosquito Control Commission, Greenbackville,
Virginia 23356. The Commission is reported as a governmental fund type.

Jointly Governed Organizations

The following entities are excluded from the accompanying financial statements:

1.

Eastern Shore of Virginia 911 Commission - The County has joined together with
Northampton County to create the Eastern Shore of Virginia 911 Commission. The
purposes of the Commission are to manage the 911 system in order to save the
lives and property of the citizens of Accomack and Northampton Counties. The
Commission is governed by a twelve member board, six of which are appointed by
Accomack County. Prior to January 1, 2007, the Commission was funded primarily
by a local consumer utility tax levied and collected by both Accomack and
Northampton County. State legislation effective January 1 repealed the authority to
levy this tax replacing it with a state-controlled communication sales and use tax
which is remitted to both counties on a monthly basis and subsequently distributed
to the Commission. In fiscal year 2008, the County contributed $433,981 to the
Commission for operations. The Commission’'s complete financial activity is
included in the financial report of Northampton County, Virginia, its fiscal agent.

Related Organizations

The following entities are excluded from the accompanying financial statements:

1.

Eastern Shore Community Services Board — The County, in conjunction with
Northampton County, participate in the Eastern Shore Community Services Board.
The County’s Board of Supervisors appoints a voting majority of the board
members of the Eastern Shore Community Services Board, but the County’s
accountability for this organization does not extend beyond making the
appointments. During fiscal year 2008, the County contributed $146,500 to the
Board for operations. Complete financial statements for the Commission may be
obtained by contacting the Eastern Shore Community Services Board, P.O. Box
453, Nassawadox, Virginia 23413.
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COUNTY OF ACCOMACK, VIRGINIA
NOTES TO FINANCIAL STATEMENTS

At June 30, 2008 (Continued)

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued

B. Government-wide and Fund Financial Statements

The basic financial statements include both government-wide (based upon the County as a whole)
and fund financial statements.

Government-wide Financial Statements

The government-wide financial statements (i.e. the Statement of Net Assets and the Statement of
Activities) report information on all of the nonfiduciary activities of the primary government and its
component units. Fiduciary activities are excluded because fiduciary assets are held for the benefit
of a third party and cannot be used to address activities or obligations of the government.
Governmental activities, which normally are supported by taxes and intergovernmental revenues,
are reported separately from business-type activities, which rely to a significant extent on fees and
charges for support. Likewise, the primary government is reported separately from certain legally
separate component units for which the primary government is financially accountable.

Net assets are 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.

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 clearly
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 requirement of a particular function or segment. Taxes and other items not
properly included among program revenues are reported instead as general revenues. Indirect
expenses are not allocated among functions.

Fund Financial Statements

The accounts of the reporting entity are organized on the basis of funds, each of which is
considered to be a separate accounting entity. The operations of each fund are accounted for in a
separate set of self-balancing accounts comprised of assets, liabilities, fund equity, revenues and
expenditures or expenses where appropriate. 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. The emphasis of fund financial statements is on
major governmental and enterprise funds, with each displayed in a separate column. All remaining
funds are aggregated and reported as nonmajor funds.

The County reports the following major governmental funds:

e General Fund: The General Fund is the County’s primary operating fund. It accounts for
financial resources of the general government except those required to be accounted for in
another fund. Revenues are primarily derived from property taxes. A significant part of the
General Fund’s revenues are used to finance operations of the Accomack County School
Board.
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At June 30, 2008 (Continued)

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued

e Comprehensive Youth Services Fund: The Comprehensive Youth Services Fund
accounts for revenues and expenditures associated with the Comprehensive Services Act
(CSA). The Comprehensive Services is a mandated Commonwealth program the purpose
of which is to provide high quality, child centered, family focused, cost effective,
community-based services to high-risk youth and their families. Revenues are primarily
derived from intergovernmental funding including significant local funding from the
County’s General Fund.

« County Capital Projects Fund: The County Capital Projects Fund is used to account for
the acquisition or construction of major capital facilities in the County. This fund also
accounts for proceeds from bonds issued on behalf of the Accomack County School Board
and disbursed to the school board for education related capital projects.

« School Debt Service Fund: The School Debt Service Fund accounts for revenues
derived from a special property tax levied on County residents exclusively for the current
and future retirement of public school related debt. In Virginia, public school systems do
not have borrowing authority so all school related debt must be issued and therefore
reported by the County.

The County reports the following major proprietary funds:

o Landfill Fund: The Landfill Fund is an enterprise fund used to account for waste disposal
operations of the County’s North and South Landfills. The cost of waste disposal services
is primarily financed through user charges to the County, residents and commercial
customers.

Additionally the County reports the following nonmajor governmental fund types:

e Special Revenue Funds: Special revenue funds are used to account for the proceeds of
specific revenue sources that are legally restricted to expenditures for specific purposes.

Additionally the County reports the following fund types:

e Fiduciary Funds: Fiduciary funds are used to account for assets held in a trustee
capacity (trust funds) or as an agent for other individuals or organizations (agency funds).
The County’s fiduciary funds consist of the Special Welfare Fund, War Memorial Fund and
Sheriff Canteen Fund, all of which are agency funds. Agency funds are accounted for
using the accrual basis of accounting.

C. 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
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.
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At June 30, 2008 (Continued)

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued

C. Measurement Focus, Basis of Accounting and Financial Statement Presentation-continued

Governmental fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Under the modified accrual
basis of accounting, revenues are recognized when they are susceptible to accrual, that is, when
they are 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 County considers revenues to be available if they are collected within 60 days
of the end of the current fiscal period. Major sources of governmental funds which meet the
“susceptible to accrual” criteria include the following:

. Property taxes . Transient occupancy taxes e Revenue from
. Sales and use taxes o Consumer Utility Taxes Governmental Entities

All other revenue items are considered to be measurable and collectible only when cash is
received by the County.

Expenditures generally are recorded when a liability is incurred, if measurable (except for
unmatured interest on general long-term debt which is recognized when due and paid). Interest on
general long-term debt is recognized as expenditures when payment is due. Capital asset
acquisitions are reported as expenditures in governmental funds. Proceeds from the issuance of
debt and acquisitions under capital leases are reported as other financing sources.

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 County has elected not to follow subsequent private-sector guidance.

The effect of interfund activity has been removed from these statements except payments in lieu of
taxes and other charges between the Landfill Fund and the General Fund. Elimination of these
charges would distort the direct costs and program revenues reported for the various functions.

Proprietary funds distinguish operating revenues and expenses from nonoperating 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 County’s enterprise funds are charges to customers for services.
Operating expenses for enterprise funds include the cost of services, administrative expenses and
depreciation on capital assets. All revenues and expenses not meeting this definition are reported
as nonoperating revenue and expenses.
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At June 30, 2008 (Continued)

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued

D. Budgets and Budgetary Accounting

The following procedures are used by the County in establishing the budgetary data reflected in the
financial statements:

e Prior to March 30, the County Administrator submits to the Board of Supervisors a
proposed operating and capital budget for the fiscal year beginning the following July 1.
The operating and capital budget includes proposed expenditures and the means of
financing them.  This budget excludes intergovernmental grant revenues and
expenditures unless they were officially awarded prior to the budget submission to the
Board of Supervisors. Intergovernmental grants awarded after adoption of the budget
are reflected in the amended budget once approved by the Board of Supervisors.

e Public hearings are conducted to obtain citizen comments.

e Prior to June 30, the budget is legally enacted through passage of an Appropriations
Resolution. The Appropriations Resolution places legal restrictions on expenditures at
the department level. The appropriation for each department or category can be
revised only by the Board of Supervisors. The School Board is authorized to transfer
budgeted amounts within the school system’s categories.

e Formal budgetary integration is employed as a management control device during the
year for all funds.

e Appropriations lapse on June 30 for all County units except for Capital Project Funds
which carry unexpended balances into the following year on a continuing appropriation
basis.

e All budget data is prepared on the modified accrual basis of accounting in accordance
with Generally Accepted Accounting Principles (GAAP).

e Budget amounts reported in the financial statements are labeled as either original or
final. The original budget is the initial adopted budget plus amendments made prior to
the beginning of the fiscal year. The final budget is the original budget combined with
amendments approved during the fiscal year.

E. Cash and Investments

Cash and cash equivalents include amounts in demand deposits as well as short-term, highly liquid
investments with a maturity date within three months of the date acquired by the County. This
definition also applies to cash and cash equivalents used in the statement of cash flows.
Investments are stated at fair value.

F. Restricted Assets

Restricted assets include cash and investments which have third-party limitations on their use.
When both restricted and unrestricted resources are available for use, it is the County’s practice to
use restricted assets first. Restricted assets as of June, 30, 2008 consisted of the following:

Amount
Unspent bond proceeds associated with solid waste convenience center construction $ 2,031,773
Assets restricted for future debt service requirements per bond indenture 253,247
Total restricted assets $ 2,285,020
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At June 30, 2008 (Continued)

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued

G. Receivables and Payables

Activity between funds that are representative of lending/borrowing arrangements outstanding at
the end of the fiscal year 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 balances”.

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

All receivables, including tax receivables, are shown net of allowance for uncollectibles.

H. Inventory

Inventory is valued using the first-in, first-out (FIFO) method. Inventory in the proprietary funds is
accounted for under the consumption method. Cost is recorded as an expense at the time the
individual inventory items are used.

I. Prepaid Items

Payments made to vendors for services that will benefit periods beyond June 30 are recorded as
prepaid items in both government-wide financial statements and fund financial statements.

J. Capital Assets

Capital assets, including land, improvements to land, buildings, building improvements, vehicles,
machinery, equipment and intangible assets that individually cost $5,000 and over, with a useful life
of greater than one year are reported in proprietary funds and applicable governmental or
business-type activities columns in the government-wide financial statements. The County does
not capitalize roads and bridges since these assets belong to the Commonwealth of Virginia.
Capital assets are stated at historical cost or estimated historical cost. Donated capital assets are
stated at their fair market value as of the date of the donation. Capital assets are depreciated over
their useful lives using the straight-line method. 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. Estimated lives for County and School Board Component Unit assets are as follows:

Estimated Useful

Capital Assets Lives (years)
Buildings 30-50
Improvements other than buildings 15-40
School Buses 12

Cars and light duty trucks 5-7
Heavy equipment 10
Computer & related 5
Intangibles (Software) 5
Other machinery and equipment 5-20
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued

K. Deferred Revenue

In the fund financial statements, deferred revenue represents amounts for which asset recognition
criteria has been met but revenue recognition criteria has not been met. These amounts are
considered measurable but are not considered available resources. The County’s deferred
revenue consist primarily of property tax due but not collected within 60 days after the end of the
fiscal year and grant funds received but not expended for their restricted purpose.

L. Compensated Absences

All County and School Board full-time employees earn annual leave based on years of service.
Accumulated annual leave vests immediately. County and School Board employees are paid for
unused annual leave, at their normal rate of pay, at termination. Annual leave termination
payments are limited only by maximum accumulation policies. All County and School Board
Component Unit full-time employees also earn ten hours of sick leave per month. Maximum
accumulation is unlimited. Employees are entitled to the lesser of 25% of accrued sick leave or
$5,000 upon termination providing the employee has 5 years of service. The amount of unpaid
annual, sick and compensatory leave, including applicable payroll taxes, is accrued when incurred
in the government-wide and proprietary fund financial statements. Only the current portion due, if
any, is recorded in the fund financial statements.

M. 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 financial
statement of net assets. Bond premiums and discounts, as well as issue costs, are deferred and
amortized over the life of the bonds. 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 the debt is reported
as other financing sources. Premiums received on debt issuances are reported as other financing
sources while discounts are reported as other financing uses. Issuance cost, whether or not
withheld from the actual debt proceeds received, are reported as expenditures.

N. 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.

O. Encumbrances

Encumbrance accounting is not employed as an extension of formal budgetary integration.
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P. Property Taxes

Property is assessed at its value on January 1. Property taxes attach as an enforceable lien on
property as of January 1. Real estate taxes are due in two installments payable in December and
June. Personal property taxes are prorated based on the number of months property is owned.
Both personal property and machinery and tool taxes are due in one installment payable in
December. The County bills and collects its own property taxes.

In 1998, the Virginia General Assembly passed the Personal Property Tax Relief Act (PPTRA).
The purpose of this legislation was to gradually eliminate the personal property tax on automobiles
by increasing Commonwealth funding to localities. Localities were reimbursed for tax relief granted
based on guidelines developed by the Commonwealth. In fiscal year 2007, Commonwealth
funding moved from a reimbursement basis to a pro rata share of a capped amount. This change
reduced the amount of funding the County would have otherwise received and ultimately the
amount of tax relief available to its citizens. The PPTRA provides tax relief via a tax credit that
appears on the citizen’s tax assessment as a reduction to taxes due. The credit applies to the first
$20,000 of taxable value of automobiles and motorcycles held for personal use. The tax credit on
vehicles valued between $1,000 and $20,000 for tax year 2007 was equal to 51% of the tax
assessment which represents a 19% reduction from the previous year. The tax credit on vehicles
with a taxable value of less than $1,000 was equal to 100% of the tax assessment. Revenue from
the Commonwealth pertaining to PPTRA is recorded as non-categorical aid.

Q. Use of Estimates

The preparation of financial statements in conformity with general accepted accounting principals
requires management to make estimates and assumptions that affect certain reported amounts
and disclosures. Accordingly, actual results could differ from those estimates.

. CASH AND INVESTMENTS

Deposits: All cash of the primary government and school board component unit is maintained in
accounts collateralized in accordance with the Virginia Security for Public Deposits Act, Section
2.2-4400 et. seq. of the Code of Virginia or covered by federal depository insurance. Under the
Act, banks holding 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).

External Investment Pools: The State Non-Arbitrage Program is an open-end management
investment company registered with the Securities and Exchange Commission (SEC). The fair
values of the positions in the State Treasurer's Local Government Investment Pool (LGIP) are the
same as the value of the pool shares. As this pool is not SEC registered, regulatory oversight of
the pool rests with the Virginia State Treasury. LGIP maintains a policy to operate in a manner
consistent with SEC Rule 2a-7.
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2. CASH AND INVESTMENTS-continued

Credit Risk of Debt Securities

The County’s rated debt investments as of June 30, 2008 were rated by Standard & Poor’'s or an
equivalent national rating organization and the ratings are presented below using Standard &
Poor’s rating scale. The County had no policy on credit risk other than restrictions imposed by
State law.

County of Accomack’s Rated Debt Investments
Fair Quality Ratings

AAA

Primary Government & School Board Component Unit:
State Treasurer's Local Government Investment Pool $ 3,600,790
Virginia State Non-Arbitrage Program $ 2,032,771
U.S. Agencies (Federal Home Loan Bank) $ 245,076
Money Market Mutual Funds-Underlying:

U.S. Agencies $ 43
Repurchase Agreements - Underlying:

U.S. Agencies $ 266,651

Interest Rate Risk
The County’s investments as of June 30, 2008 are presented below along with their maturity. The
County had no policy on interest rate risk.

County of Accomack’s Investment Fair Value and Maturities

Maturity
Less than 1
Fair Value year 1-5 years

Primary Government & School Board Component Unit:

Repurchase Agreements $ 5377171 $ 5377,171 $

State Treasurer's Local Government Investment Pool 3,600,790 3,600,790

Virginia State Non-Arbitrage Program 2,032,771 2,032,771

U.S. Agencies (Federal Home Loan Bank) 245,076 245,076

Money Market Mutual Funds 8,171 8,171

Total $ 11,263,979 $ 11,263,979 $

3. ALLOWANCE FOR UNCOLLECTIBLE ACCOUNTS

The County calculates its allowance for uncollectible accounts using historical collection data,
specific account analysis and subsequent cash receipts. The allowances at June 30, 2008 are as
follows:

PRIMARY GOVERNMENT:
General Fund:

Taxes receivable $ 3,836,687
Special assessments receivable 767
Non-major governmental funds:
Taxes receivable 722,106
Accounts receivable 322,601
Total Primary Govemment $ 4,882,161
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