


Exhibit 6
County of Franklin, Virginia
Reconciliation of Statement of Revenues,
Expenditures, and Changes in Fund Balances of Governmental Funds
To the Statement of Activities
For the Year Ended June 30, 2007

Amounts reported for governmental activities in the statement of activities are different because:
Net change in fund balances - total governmental funds $ 3,830,044

Governmental funds report capital outlays as expenditures. However, in the statement of
activities the cost of those assets is allocated over their estimated useful lives and reported
as depreciation expense. This is the amount by which the capital outlays exceeded
depreciation in the current period. 4,936,449

Revenues in the statement of activities that do not provide current financial resources are
not reported as revenues in the funds. 117,403

The issuance of long-term debt (e.g. bonds, leases) provides current financial resources to
governmental funds, while the repayment of the principal of long-term debt consumes
the current financial resources of governmental funds. Neither transaction, however, has
any effect on net assets. Also, governmental funds report the effect of issuance costs,
premiums, discounts, and similar items when debt is first issued, whereas these amounts
are deferred and amortized in the statement of activities. This amount is the net effect
of these differences in the treatment of long-term debt and related items. (4,729,685)

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. (327,250)
Change in net assets of governmental activities $ 3,826,961

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



County of Franklin, Virginia

Exhibit 7

Statement of Net Assets
Proprietary Funds
June 30, 2007
Enterprise
Fund
Utility
Fund
ASSETS
Current assets:
Cash and cash equivalents $ 1,457,374
Cash in custody of others 457,153
Accounts receivables, net of allowances for uncollectibles 16,064
Total current assets $ 1,930,591
Noncurrent assets:
Restricted current assets:
Other assets:
Unamortized bond issue costs $ 27,533
Capital assets:
Infrastructure $ 4,245,921
Less accumulated depreciation (235,537)
Total capital assets $ 4,010,384
Total noncurrent assets $ 4,037,917
Total assets $ 5,968,508
LIABILITIES
Current liabilities:
Accounts payable $ 2,385
Customers' deposits 7,746
Accrued interest payable 31,695
Bonds payable - current portion 150,000
Total current liabilities $ 191,826
Long Term Liabilities:
Bonds payable - net of current portion 2,135,700
Total long-term liabilities $ 2,135,700
Total liabilities $ 2,327,526
NET ASSETS
Invested in capital assets, net of related debt $ 1,724,684
Unrestricted (deficit) 1,916,298
Total net assets $ 3,640,982

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



County of Franklin, Virginia

Statement of Revenues, Expenses, and Changes in Fund Net Assets

Proprietary Funds
For the Year Ended June 30, 2007

Exhibit 8

OPERATING REVENUES
Charges for services:
Water and sewer revenue
Other revenues
Total cperating revenues

OPERATING EXPENSES
Commerce center
Water and sewer planning
County water department
Forest hilis water project
Utility service reserve
Phase | water project
iake watch developer
Depreciation

Total operating expenses

Operating income (loss)

NONOPERATING REVENUES (EXPENSES)
Investment earnings
Issuance cost amortization
interest expense
Total nonoperating revenues (expenses)

Income before contributions and transfers
Capital contributions and construction grants
Transfers in

Change in net assets

Total net assets - beginning
Total net assets - ending

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

Enterprise
Fund

Utility
Fund

140,913
4,551

145,464

9,073
8,271
76,980
41,510
14,715
82,172
7,884
104,252

344,857

(199,393)

21,332
(2,295)
(96,540)

<7

~(77,503)

{276,896)

141,761
347,878

212,743

3,428,239

3,640,982




County of Franklin, Virginia
Statement of Cash Flows

Proprietary Fund

For the Year Ended June 30, 2007

Exhibit 9

CASH FLOWS FROM OPERATING ACTIVITIES

Receipts from customers and users
Payments for materials and supplies

Net cash provided (used by) operating activities

CASH FLOWS FROM NONCAPITAL FINANCING
ACTIVITIES
Transfers from other funds
Net cash provided (used) by noncapital financing
activities

CASH FLOWS FROM CAPITAL AND RELATED FINANCING

ACTIVITIES
Additions to utility plant
Principal payments on bond obligations
Contributions in aid of construction
Net cash provided (used) by capital and related
financing activities

CASH FLOWS FROM INVESTING ACTIVITIES
Proceeds from sales and maturities of investments
Interest expense
Interest and dividends received

Net cash provided (used) by investing activities

Net increase (decrease) in cash and cash equivalents

Cash and cash equivalents - beginning - including restricted
Cash and cash equivalents - ending - including restricted

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

Operating income (loss)

Adjustments to reconcile operating income fo net cash
provided (used) by operating activities:
Depreciation expense
(Increase) decrease in accounts receivable
Increase (decrease) in customer deposits
Increase (decrease) in accounts payable
Total adjustments

Net cash provided (used) by operating activities

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

Enterprise
Fund
Utility
Fund

$ 142,586
(238,220)
$ (95,634)
$ 47878
S e
$ (137,663)
(143,900)

141,761

$ 139,802
$ (98,078)

21,332

$ (76,746)

35,696

$ 1,878,831
191457
$ (199,393)

$ 104,252
(8,475)

5,597

2,385

$ 103,759
$ (95,634)



County of Franklin, Virginia
Statement of Fiduciary Net Assets
Fiduciary Funds
June 30, 2007

Exhibit 10

ASSETS

Cash and cash equivalents

Cash in custody of others
Total assets

LIABILITIES
Amounts held for social services clients
Amounts held for citizens
Amounts held for inmates
Total liabilities

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

Agency
Funds

122,796
94,982

217,778

54,535
15,924
94,982

217,778




COUNTY OF FRANKLIN, VIRGINIA

NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2007

Note 1-Summary of Significant Accounting Policies:

The financial statements of the County conform to generally accepted accounting principles (GAAP) applicable to
government units promulgated by the Governmental Accounting Standards Board (GASB). The following is a surnmary
of the more significant policies:

A. Reporting Entity

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

Blended component units - None

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

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

Related Organizations - None

Jointly Governed Organizations - The County and the Counties of Botetourt and Craig and the Cities of Roanoke
and Salem participate in supporting the Roanoke Valley Regional Board, an educational partnership. The
governing body of this organization is appointed by the respective governing bodies of the participating
jurisdictions. For the fiscal year ended June 30, 2007, the Franklin County School Board contributed $626,034.
Other organizations to which the County makes appointments and contributions are listed below:

Roanoke Valley Economic Development Partnership $ 86,450
Roanoke Valley Convention and Visitors Bureau 15,000
Piedmont Community Services 55,115

Roanoke Valley Detention Commission 300,058



COUNTY OF FRANKLIN, VIRGINIA

NOTES TO FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2007

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

B. Government-wide and fund financial statements

The government-wide financial statements i.e., the Statement of Net Assets and the Statement of Activities) report
information on all of the nonfiduciary activities of the primary government and its component units. For the most
part, the effect of interfund activity has been removed from these statements. 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 certair legally separate component units for which the primary government is financially
accountable.

The Statement of Activities demonstrates the degree to which the direct expenses of a given function or segment
are offset by program revenues. Direct expenses are those that are 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 requirements of a particular function or segment. Taxes and other
items not properly included among program revenues are reported instead as general revenues.

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

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. Agency funds,
which are a type of fiduciary fund do not have a measurement focus and therefore do not use the economic
resource measurement focus. Revenues are recorded when earned and expenses are recorded when a liability is
incurred, regardless of the timing of related cash flows. Property taxes are recognized as revenues in the year for
which they are levied. Grants and similar items are recognized as revenue as soon as all eligibility requirements
imposed by the provider have been met.

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



COUNTY OF FRANKLIN, VIRGINIA

NOTES TO FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2007

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

C. Measurement focus, basis of accouriting, and financial statement presentation: (continued)

Property taxes, franchise taxes, licenses, and interest associated with the current fiscal period are all considered to
be susceptible to accrual and so have been recognized as revenues of the current fiscal period. Accordingly, real
and personal property taxes are recorded as revenues and receivables when billed, net of allowances for
uncollectible amounts. Property taxes not collected within 60 days after year-end are reflected as deferred
revenues.

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

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

The County reports the following major governmental funds:

The general fundis the government's primary operating fund. It accounts for all financial resources of the general
government, except those required to be accounted for in other funds. The general fund includes the activities of
the Virginia Public Assistance, Law Library, Victim Witness, Landfill Closure, Capital Outlay, Landfill Replacement,
Industrial Access, Forfeited Assets, Corporate Drive, Recreation Facilities Improvements, Capital Improvements,
Public Safety Capital Inprovements, Library Endowment, West Franklin Industrial Access Road, Smith Mountain
Lake Park State Grant, and Economic Development Set-aside Funds.

The County reports the following major proprietary fund:

During the fiscal year ended June 30, 2004, the County began constructing a water distribution system. The
activity of this system is accounted for in the Utility Fund.

The government reports the following non-major governmental funds:

Special Revenue Funds account for the proceeds of specific revenue sources (other than those dedicated for
major capital projects) requiring separate accounting because of legal or regulatory provisions or administrative
action. The E-911 Fund is reported as a non-major special revenue fund.

Capital Projects Fund account for financial resources to be used for the acquisition or construction of major capital
facilities, other than those financed by Proprietary Funds. The School Construction Fund is reported as a non-
major capital projects fund.



COUNTY OF FRANKLIN, VIRGINIA

NOTES TO FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2007

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

C. Measurement focus, basis of accounting, and financial statement presentation: (continued)
Additionally, the government reports the following fund types:

Fiduciary funds account for assets held by the government in a trustee capacity or as agent or custodian for
individuals, private organizations, other governmental units, or other funds. Agency funds include the Special
Welfare, Road Escrow, Escrow for Soil and Erosion Control Agreement, and Inmate Trust and Canteen Account

Funds.

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

guidance.

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

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

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

D. Assets, liabilities, and net assets or equity
1. Deposits and investments

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

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



COUNTY OF FRANKLIN, VIRGINIA

NOTES TO FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2007

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

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

2.

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.”

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

Property Taxes

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

Allowance for Uncollectible Accounts

The County calculates its allowance for uncollectible accounts using historical collection data and, in certain
cases, specific account analysis. The allowance amounted to approximately $317,783 at June 30, 2007 and
is composed solely of property taxes.

Use of Estimates

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

Capital assets

Capital assets, which include property, plant, equipment, and infrastructure assets (e.g., roads, bridges,
sidewalks, and similar items), are reported in the applicable governmental columns in the government-wide
financial statements. Capital assets are defined by the government as assets with aninitial, 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 County had no infrastructure that was
acquired prior to the implementation of SGAS 34.

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



COUNTY OF FRANKLIN, VIRGINIA

NOTES TO FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2007

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

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

6.

Capital assets (continued)
Major outlays for capital assets and improvements are capitalized as projects are constructed.

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

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

7. Compensated Absences

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

Long-term obligations

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

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



COUNTY OF FRANKLIN, VIRGINIA

NOTES TO FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2007

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

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

9. 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.

10. Net Assets

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.

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

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

The governmental fund balance sheet includes a reconciliation between fund balance-total governmental funds
and net assets-governmental activities as reported in the government-wide statements of net assets. One element
of that reconciliation explains that long-term liabilities, including bonds payable, are not due and payable in the
current period and therefore are not reported in the funds. The details of these $(37,648,343) and $(762,880)
differences for the primary government and discretely presented component unit, respectively, are as follows:

Primary Component
Government Unit
Bonds payable $ (25,905,826) $ -
Literary loans payable (6,771,500) -
Leases payable (326,557) -
Premium on bond (358,129) -
Accrued interest payable (987,702) -
Landfill accrued closure and post-closure monitoring costs (1,951,456) -
Compensated absences (1,347 ,173) (762,880)

Net adjustment to reduce fund balance-total govemmental funds to arrive at
net assets-govemmental activities $ (37,648,343) $ (762,880)




Section Il - Financial Statement Findings
None
Section |Il - Federal Award Findings and Questioned Costs

None



