
COUNTY OF AUGUSTA,
 
VIRGINIA
 

COMPREHENSIVE ANNUAL
 
FINANCIAL RIEPORT
 

FOR THE FISCAL YEAR ENDED
 
JUNE 30, 2'009
 



















COUNTY OF AUGUSTA 
Finance Department 

18 Government Center Lane * PO Box 590
 
Verona, VA 24482-0590
 

Phone: 540-245-5741 * Fax: 540-245-5742
 

November 30, 2009 

To the Honorable Board of Supervisors of the County of Augusta, Virginia: 

The cornprehensive annual 'financial report of the County of Augusta for the year ended June 30, 2009 is 
hereby submitted as mandated by both local ordinances and state statutes. These ordinances and 
statutes require that the County of Augusta issue annually a report on its financial position and activity, 
and that this report be audited by an independent firm of certified public accountants. Responsibility for 
both the accuracy of the data, and the completeness and fairness of the presentation, including all 
disclosures, rests with management. To the best of our knowledge and belief, the enclosed data are 
accurate in all material respects and are reported in a manner that presents fairly the financial position 
and results of operations of the various funds, account groups and component units of the County of 
Augusta. All disclosures necessary to enable the reader to gain an understanding of the County of 
Augusta's activities have been included. 

The financial reporting entity (the government) includes all funds of the primary government (i.e., the 
County of Augusta as legally defined), as well as all of its component units. The government provides a 
full range of services including police and fire protection; sanitation services; recreational activities; 
cultural events; and welfare services. 

Component units are legally separate entities for which the primary government is financially 
accountable. Discretely presented component units are reported in a separate column in the combined 
financial statements to emphasize that they are legally separate from the primary government and to 
differentiate their financial position, results of operations and cash flows from those of the primary 
government. The discretely presented component unit included in this report is the Augusta County 
School Board. The financial statements for the lVIiddle River Regional Jail Authority and the Industrial 
Development Authority of Augusta County, Virginia are not included in the County report as these 
organizations are administered by boards separate from and independent of the County of Augusta 
Board of Supervisors. 

Generally accepted accounting principles require that management prOVide a narrative introduction, 
overview, and analysis to accompany the basic financial statements in the form of Management's 
Discussion and Analysis (MD&A). This letter of transmittal is designed to complement MD&A and should 
be read in conjunction with it. The County of Augusta's MD&A can be found immediately following the 
report of the independent auditors. 
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Management’s Discussion and Analysis 
 
The following is a narrative overview and analysis of the financial activities of the County of Augusta, 
Virginia for the fiscal year ended June 30, 2009.  This narrative is to be read in conjunction with the 
additional information that we have furnished in our letter of transmittal which can be found earlier in this 
report.   
 
Financial Highlights 
 
Government-wide Financial Statements 
 

• The assets of the County exceeded its liabilities at the close of the most recent fiscal year by 
$66,981,427 (net assets).  Of this amount, $18,673,440 is unrestricted, or may be used to meet 
the government’s ongoing obligations to creditors and citizens.  The School Board’s net assets 
were $64,153,986 of which $(1,220,695) is unrestricted.  (See Exhibit 1.) 

• The County’s total net assets decreased by $846,099.  The School Board’s total net assets 
increased by $1,087,630.  (See Exhibit 2.) 

• The primary government and School Board general revenues, charges for services, operating 
grants and contributions, and capital grants and contributions were $88,964,348 and 
$112,476,129 respectively for fiscal year 2009.  (See Exhibit 2.) 

•  Expenses were $89,810,447 for governmental activities and $111,389,216 for the School Board.  
(See Exhibit 2.) 

 
Fund Financial Statements 
 

• At the end of the current fiscal year, unreserved fund balance for the general fund was 
$13,363,450, or 22 percent of the total general fund expenditures.  (See Exhibit 3.).  This amount 
includes taxes, accounts and notes receivable reflected in the fiscal year 2010 budget as well as 
funds allocated to the School Board (fund balance re-appropriated) and the funding for County 
Capital Improvement Projects in fiscal year 2010. 

• As of the close of the current fiscal year, the County’s governmental funds reported combined 
ending fund balances of $51,036,444, a decrease of $3,061,172 in comparison with the prior 
year.  Approximately 27 percent of this total amount, or $14,013,291, is available for spending at 
the government’s discretion (unreserved fund balance).  (See Exhibit 3.) 

 
Overview of the Financial Statements 
 
This discussion and analysis is intended to serve as an introduction to the County’s basic financial 
statements.  These statements are comprised of 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.  
 
Local government accounting and financial reporting originally focused on funds which were designed to 
enhance and demonstrate fiscal accountability.  Now to be accompanied by government-wide financial 
statements, the objective of operational accountability will also be met. These objectives will provide 
financial statement users with both justification from the government that public monies have been used 
to comply with public decisions and as to whether operating objectives have been met efficiently and 
effectively and can continue to be met in the future.  
 
Government-wide Financial Statements 
 
Government-wide financial statements provide financial statement users with a general overview of 
County finances.  The statements include all assets and liabilities using the accrual basis of accounting.  
All current year revenue and expenses are taken into account regardless of when cash is received or 
paid.  Both the financial overview and accrual accounting factors are used in the reporting of a private-
sector business. Two financial statements are used to present this information:  1) the statement of net 
assets and 2) the statement of activities. 
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The statement of net assets presents all of the County’s permanent accounts, or assets, liabilities and 
net assets.  The difference between assets and liabilities is reported as net assets.  Increases or 
decreases in net assets may serve as a useful indicator of whether the financial position of the County is 
improving or deteriorating.  Other non-financial factors will also need to be considered to determine the 
overall financial position of the County.  
 
The statement of activities presents information showing how the government’s net assets changed 
during the fiscal year.  The statement is focused on the gross and net cost of various government 
functions which are supported by general tax and other revenue.  The statement of activities presents 
expenses before revenues, emphasizing that in government revenues are generated for the express 
purpose of providing services rather than as an end in themselves.  
 
Both government-wide financial statements separate governmental activities and business-type activities 
of the County.  Governmental activities are principally supported by taxes and intergovernmental 
revenues.  They include general government administration; judicial administration; public safety; public 
works; health and welfare; education; parks, recreation and cultural; and community development.  
Currently the County does not operate any business-type activities. 
 
The government-wide financial statements include, in addition to the primary government or County, a 
component unit, the Augusta County School Board.  Although the component unit is a legally separate 
entity, the County is financially accountable for it.  A primary government is financially accountable if, in 
addition, either the government is able to impose its will on the organization or the organization is 
capable of imposing specific financial burdens on the primary government. For example, the primary 
government may approve debt issuances, rate structures and/or provide significant funding for 
operations of the component unit. 
 
Fund Financial Statements 
 
The fund financial statements present only major, or significant, funds.  A fund is a group of related 
accounts that is used to maintain control over resources that have been segregated for specific activities 
or objectives.  Fund accounting is used to ensure and demonstrate compliance with finance-related legal 
requirements.  The County’s funds can be divided into three categories: governmental funds, proprietary 
funds, and fiduciary funds. 
 
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 
on the exhibits following the governmental fund balance sheet and the governmental fund statement of 
revenues, expenditures and changes in fund balances. 
 
Proprietary funds 
 
There are two types of proprietary funds:  enterprise funds which are established to account for the 
delivery of goods and services to the general public and internal service funds which account for the 
delivery of goods and services to other departments or agencies of the government.  Proprietary funds 
use accrual basis accounting, similar to private sector business. 
 
The County of Augusta has two internal service funds: the Central Stores Fund and the Self-Insurance 
Fund.  The Central Stores Fund accounts for the government’s consolidated purchasing of office 
supplies and telephone charges.  The Self-Insurance Fund accounts for insurance premiums paid by the 
County and School Board for all departments.  Both internal service funds are combined into a single, 
aggregated presentation in the proprietary fund financial statements.  Individual fund data for the internal 
service funds is provided in the form of combining statements elsewhere in this report. 
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Fiduciary funds 
 
Fiduciary funds account for assets held by the government as a trustee or agent for another organization 
or individual.  The County is responsible for ensuring that the assets reported in these funds are used for 
their intended purposes.  Fiduciary funds are not reflected in the government-wide financial statement 
because the funds are not available to support the County’s own activities.  A separate Statement of 
Fiduciary Net Assets and Combining Statements of Changes in Assets and Liabilities are provided in the 
report. 
 
Notes to the financial statements 
 
The notes provide additional information that is needed to fully understand the data provided in the 
government-wide and fund financial statements.   
 
Other information 
 
In addition to the basic financial statements and accompanying notes, this report also presents certain 
required supplementary information displaying budgetary comparison schedules and the County’s 
progress in funding its obligation to provide pension and other post-employment benefits to its 
employees. 
 
The combining statements referred to earlier in connection with internal service funds, fiduciary funds, 
and School Board individual fund financial statements are presented immediately following the required 
supplementary information.  
 
Government-wide Financial Analysis 
 
As previously noted, net assets may serve as a useful indicator of a government’s financial position.  For 
the County of Augusta, assets exceeded liabilities by $66,981,427 at the end of the fiscal year.  
 
The County’s net assets are divided into three categories:  (1) invested in capital assets, net of related 
debt; (2) restricted; and (3) unrestricted.   
 

Current and other assets $ 69,630,384     $ 69,727,439     
Capital assets 81,440,666     87,613,128     

Total assets $ 151,071,050   $ 157,340,567   

Long-term liabilities $ 66,171,065     $ 71,586,434     
Other liabilities 17,918,558     17,926,607     

Total liabilities $ 84,089,623     $ 89,513,041     

Net assets:
Invested in capital assets, net of related debt $ 11,284,834     $ 11,932,321     
Restricted 37,023,153     36,227,000     
Unrestricted 18,673,440     19,668,205     

Total net assets $ 66,981,427     $ 67,827,526     

County of Augusta's Net Assets

Governmental Activities
2009 2008

 
 
For the County, investment in capital assets (i.e., land, buildings, machinery, and equipment), net of 
related debt used to acquire those assets that is still outstanding, represents 17 percent of total net 
assets.  The County uses these capital assets to provide services to citizens, therefore, the assets are 
not available for future spending.  Although the County’s investment in its capital assets is reported net of 
related debt, it should be noted that the resources needed to repay this debt must be provided from other 
sources, since the capital assets themselves cannot be used to liquidate these liabilities.   
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Restricted net assets represent resources that are subject to external restrictions on how they may be 
used.  The majority of these net assets are to be used for landfill closure and post-closure expenditures, 
public safety equipment replacement, and general government renovations.  The County’s restricted net 
assets account for 55 percent of total net assets.   
 
The remaining balance of unrestricted net assets, which is $18,673,440 or 28 percent of total net assets, 
may be used to meet the government’s ongoing obligations to citizens and creditors. 
 
At the end of the fiscal year, the County is able to report positive balances in all three categories of net 
assets.   
 
During the current fiscal year, the government’s net assets decreased by $846,099.  This decrease 
represents the degree to which actual collections did not meet revenue budget projections due to the 
downturn in the economy. 
 
The deficit unrestricted net asset balance for the School Board is due to the completion of renovations of 
two area high schools.  Legislation requires debt issued for projects by the School Board to be assumed 
by the Primary Government.  The School Board is not recognizing the debt since it is held by the Primary 
Government. 
 
Governmental Activities 
 
Governmental activities decreased the County’s net assets by $846,099.  Key elements of this decrease 
are as follows: 

Revenues:
Program revenues:

Charges for services $ 3,467,348     $ 3,717,413     
Operating grants and contributions 15,777,283   15,423,055   
Capital grants and contributions 3,241,550       2,769,821       

General revenues:
General property taxes 43,396,769     41,016,853     
Other local taxes 15,859,972   18,655,064   
Use of money and property 1,822,584     2,817,589     
Miscellaneous 493,157          433,429          
Grants and contributions not restricted to specific programs 4,905,684       6,527,876       

Total revenues $ 88,964,347   $ 91,361,100   
Expenses:

General government $ 5,065,770       $ 5,509,093       
Judicial administration 1,842,573       1,851,046       
Public safety 15,832,972     15,262,308     
Public works 5,163,545     5,696,530     
Health and welfare 13,888,374     12,994,411     
Education 39,022,157     42,733,092     
Parks, recreation and cultural 3,604,760       3,291,280       
Community development 1,944,793     2,213,214     
Interest on long-term debt 3,445,502     3,353,767     

Total expenses $ 89,810,446   $ 92,904,741   

Increase (decrease) in net assets $ (846,099)         $ (1,543,641)      
Net assets, July 1, 2008, as adjusted 67,827,526   69,371,167   
Net assets, June 30, 2009 $ 66,981,427   $ 67,827,526   

County of Augusta's Changes in Net Assets

Governmental Activities
2009 2008
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Governmental Activities – Revenues 
 
• General property taxes increased due to a rate increase on personal property.  The rate 

increased from $1.90 to $2.25 on all personal property vehicles.  This rate increase was due to 
the elimination of motor vehicle licenses.  The elimination of motor vehicle license fees accounted 
for the decrease in other local taxes. 

• Grants and contributions not restricted were affected by the State mandated cuts that were 
classified as Reductions in State Aid.  There was also a reduction from State Literary Grants for 
school construction.  State Literary Grants were received in fiscal year 2008 to fund renovations 
of two local high schools.  

• Charges for services decreased due to a drop in building and related home improvement permits.  
This is directly related to the 2009 recession and the declining housing market.   

• Capital grants and contributions had a slight increase due to funding received from the 
Commonwealth for the Rural Rustic Roads Program.   

• Use of money and property revenues decreased due to continued drops in interest rates that 
were directly related to economic factors.   

 
 
 

Governmental Activities - Revenues by Source

Fiscal Years Ended June 30, 2009 and 2008
($ In Millions)
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Governmental Activities – Expenses 
 
• In general, expenses for many governmental activities decreased or remained flat in response to 

or to offset the decline in local revenues and the reductions in State funding, especially from the 
State Compensation Board which effected general government expenses and public safety. 

• Beginning in fiscal year 2009, Governmental Activities recorded their actual contributions for 
Other Post-Employment Benefits as required by GASB 45.  

• Public safety expenses increased due to capital purchases made from grant monies received for 
Sheriff in-car toughbooks and an Emergency Communication Center phone upgrade, as well as 
money loaned to volunteer agencies through the fire revolving loan fund. 

• Health and Welfare expenses increased due in part to increases in case loads for Virginia Public 
Assistance.   

• Public works had increased expenses due to landfill improvements related to the construction of a 
new cell at the Augusta Regional Landfill.  However, these expenses were offset by the 
recognition of equity interest in the joint venture with Augusta Regional Landfill. 

• General government expenses declined due to the decrease in expenses related to the Board of 
Assessors.  These expenses were directly linked to expenses incurred during the general real 
estate reassessment conducted in 2008. 

 
 
 

Governmental Activities - Expenses by Function

Fiscal Years Ended June 30, 2009 and 2008
($ In Millions)
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Financial Analysis of the Government’s Funds 
 
As earlier mentioned, 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 financial resources.  Such information is useful in assessing the County’s financing 
requirements.  Unreserved fund balance may serve as a useful measure of a government’s net 
resources available for spending at the end of the fiscal year. 
 
At the end of the fiscal year, the County’s governmental funds reported combined ending fund balances 
of $51,036,444.  Approximately 27 percent of this total amount constitutes unreserved fund balance, 
which is available for spending at the government’s discretion.  The remainder of fund balance is 
reserved to indicate that it is not available for new spending because it has already been committed to 
various County capital projects, as well as, issuing fire revolving loans, and work in drug enforcement 
operations.  Of the capital projects the most prominent are public safety equipment replacement and 
general government renovations. 
 
The general fund is the chief operating fund of the County.  As of June 30, 2009, total fund balance of 
the general fund was $14,499,317, of which $13,363,450 was unreserved.  As a measure of the general 
fund’s liquidity, it may be useful to compare unreserved fund balance to total fund expenditures.  
Unreserved fund balance represents 22 percent of total general fund expenditures, which includes 
transfers to the School Board component unit of $31,879,595.   
 
The fund balance of the County’s general fund decreased by $4,122,353 during the current fiscal year.  
The key factors in this decrease are as follows: 
 

• Revenues did not increase but continued to remain flat due to the recession and the downturn in 
the economy.   

• A large portion of the decrease in other local taxes is due to the elimination of motor vehicle 
licenses.  However, to compensate for this reduction the personal property rate was increased 
from $1.90 to $2.25.  Therefore general property taxes increased.  

• Major decreases in revenues included interest earnings, decreases in building and related home 
improvement permits and fees, and decreases in revenues from the Commonwealth. 

• Increases in operating costs at the Augusta Regional Landfill. 
 

Other governmental funds consist of the Virginia Public Assistance (VPA) Fund, School Debt Service 
Fund, County Capital Improvements Fund, and School Capital Improvements Fund.  As of June 30, 
2009, total fund balances of these funds were $0, $(500), $35,887,286 and $650,341, respectively.  The 
VPA Fund accounts for revenues and expenditures related to welfare.  The School Debt Service Fund 
accounts for repayments of principal and interest for bonds issued by the County for the school board.  
The deficit fund balance of $(500) shown in Exhibit 3 reflects an accounts payable for trustee expenses.  
The County Capital Improvements Fund accounts for funds used for the acquisition or construction of 
major capital facilities, other than those financed by proprietary funds or the school capital projects funds, 
if applicable.  Significant changes in the County Capital Improvement Fund are attributable to the 
completion of construction in progress projects as noted in the capital assets section of the Management 
Discussion and Analysis.  The School Capital Improvements Fund accounts for construction 
expenditures for the school system.  The change in fund balance of $68,467 shown in Exhibit 5 reflects 
the completion of two high school renovations. 
 
Proprietary funds 
 
The County’s proprietary funds consist of the Central Stores Fund and the Self-Insurance Fund.  Both 
internal service funds are combined into a single, aggregated presentation in the proprietary fund 
financial statements.   
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General Fund Budgetary Highlights 
 
Differences between the original budgeted appropriations and the final amended budgeted 
appropriations were a $359,630 decrease, due in part to a refund from the Regional Jail on surplus funds 
distributed to participating localities.  Budgeted revenues decreased by $1,942,500, due to the recession 
and economic factors which had an affect on local tax revenues from sales, recordation, restaurant, and 
hotel taxes, as well as, decreases in building permit fees.  Also budgeted revenues decreased due to the 
State reductions in Compensation Board expenses.  Final budget appropriations and revenues closely 
reflected actual results, as the final budget is prepared in March of the fiscal year.  The largest variance 
between the final budget appropriation and actual results is the contribution to County School Board of 
$1,674,779, which represents an excess of revenues over expenditures in the School Board budget.  
This excess, upon approval, may be transferred to the School line item in the County Capital 
Improvement Fund which will offset future capital project costs. 
 
Capital Asset and Debt Administration 
 
Capital assets 
 
The County’s investment in capital assets for its governmental activities as of June 30, 2009 is 
$81,440,666 (net of accumulated depreciation).  This investment in capital assets includes land, 
buildings and system, machinery and equipment, land improvements, and construction in progress.   
 
Major capital asset events during the current fiscal year included the following: 
 

• Purchase of equipment for various public safety departments including Sheriff in-car toughbooks 
and related software ($112,047), Emergency Communications Center telephone upgrade 
($179,192), and thermal imaging equipment ($22,600). 

• County wide software upgrade ($89,225) and security door additions and upgrades ($34,986). 
• Building improvements to the New Hope Community Center ($208,620). 
• Purchase of playground equipment for Crimora Park ($29,255). 
• Completion of construction in progress for Crimora Park ($206,637). 
• Construction in progress for Heavy Rescue Squad ($247,878), Verona Park ($21,894), Library 

Phase II construction ($138,081), and Augusta Springs Park ($158,810). 
 

Land $ 4,220,875       $ 5,069,847       
Buildings and system 73,907,298     80,245,391     
Machinery and equipment 2,001,909       1,885,574       
Land improvements 743,921          -                      
Construction in progress 566,663          412,316          

Total $ 81,440,666     $ 87,613,128     

County of Augusta, Virginia Capital Assets for Governmental Activities
(net of depreciation)

Governmental Activities
2009 2008

 
 

Additional information on the County’s capital assets can be found in Note 12 to the financial statements. 
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Long-term debt 
 
At the end of the fiscal year the County had the following outstanding debt: 
 

General obligation bonds $ 68,092,773     $ 73,493,301     
Premium on bond issue 2,063,059       2,187,506       
Compensated absences 1,481,021       1,435,335       

Total $ 71,636,853     $ 77,116,142     

County of Augusta's Outstanding Debt

Governmental Activities
2009 2008

 
 
Legislation enacted in fiscal year ended June 30, 2002 required that debt historically reported by the 
School Board be assumed by the Primary Government.  The legislation affected the reporting of local 
school capital assets as well. 
 
Additional information on the County’s long-term debt can be found in Note 8 to the financial statements. 
 
Economic Factors and Next Year’s Budgets and Rates 
 

• The annual unemployment rate for Augusta County in 2008 was 3.6 percent.  The County’s rate 
compares favorable to the state’s average unemployment rate of 4.0 percent and the national 
average rate of 5.5 percent. 

• Due to the national recession and slowing housing market, revenues for local taxes and building 
and related home improvement permit fees are expected to remain flat and have no anticipated 
growth in the upcoming fiscal year. 

• Reductions in Compensation Board funding for constitutional officers have continued. 
• It is expected to have continued State mandated cuts that will be classified as Reductions in State 

Aid. 
• Earnings on investments, in general, continue to remain low therefore the County budgeted 

significantly less than in prior year. 
 
All of these factors were considered in preparing the County’s budget for the 2010 fiscal year.   
 
During fiscal year 2009, unreserved fund balance in the general fund decreased by $4,122,353.  
Appropriations for County funds lapse at fiscal year end, with the exception of the Capital Projects Fund.  
It is not anticipated that fund balance will be used to finance daily operations for the 2010 budget year, 
although as in the some previous fiscal years, it is a possibility. 
  
Requests for Information 
 
This financial report is designed to provide reader’s with a general overview of the County of Augusta’s 
finances.  Questions concerning any of the information provided in this report or requests for additional 
financial information should be addressed to the Finance Office, P.O. Box 590, Verona, Virginia 24482.   
Also, please visit the County’s website at www.co.augusta.va.us. 
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