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ROBINSON, FARMER, COX ASSOCIATES

CERTIFIED PUBLIC ACCOUNTANIS A PROFESSIONAL LIMITED LIABILITY COMPANY

Independent Auditors’ Report

THE HONORABLE MEMBERS OF THE BOARD OF SUPERVISORS
COUNTY OF PULASKI, VIRGINIA

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, the discretely presented component units, each major fund, and the remaining fund information of the
County of Pulaski, Virginia, as of and for the year ended June 30, 2012, which collectively comprise the County’s
basic financial statements as listed in the table of contenis. These financial statements are the responsibility of
the County of Pulaski, Virginia's management. Our responsibility is to express opinions on these financial
statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America; the standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States; and the Specifications for Audits of Counties, Cities, and Towns, issued
by the Auditor of Public Accounts of the Commonwealth of Virginia. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the financial statemenis are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in
the financial statements. An audit also includes assessing the accounting principles used and the significant
estimates made by management, as well as evaluating the overall basic financial statement presentation. We
believe that our audit provides a reasonable basis for our opinions.

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities, the business-type activities, the discretely presented component
units, each major fund, and the aggregate remaining fund information of the County of Pulaski, Virginia, as of
June 30, 2012, and the respective changes in financial position and cash flows, where applicable, thereof for the
year then ended in conformity with accounting principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated January 11, 2013, on
our consideration of the County of Pulaski, Virginia's internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other matters. The
purpose of that report is to describe the scope of our testing of internal control over financial reporting and
compliance and the results of that testing, and not to provide an opinion on the internal control over financial
reporting or on compliance. That report is an integral part of an audit performed in accordance with Government
Auditing Standards and should be considered in assessing the results of our audit.

Accounting principles generally accepted in the United States of America require that the management's
discussion and analysis, budgetary comparison information, and schedules of pension and OPEB funding
progress be presented to supplement the basic financial statements. Such information, although not a part of the
basic financial statements, is required by the Governmental Accounting Standards Board, who considers it to be
an essential part of financial reporting for placing the basic financial statements in an appropriate operational,
economic, or historical context. We have applied certain limited procedures to the management's discussion and
analysis and schedules of funding progress in accordance with auditing standards generally accepted in the
United States of America, which consisted of inquiries of management about the methods of preparing the
information and comparing the information for consisiency with management's responses to our inquiries, the
basic financial statements, and other knowledge we obtained during our audit of the basic financial statements.
We do not express an opinion or provide any assurance on the management's discussion and analysis and
schedules of funding progress because the limited procedures do not provide us with sufficient evidence to
express an opinion or provide any assurance. The budgetary comparison information has been subjecied to the
auditing procedures applied in the audit of the basic financial statements and, in our opinion, is fairly stated in all
material respects in relation to the basic financial statements taken as a whole.

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise
the County of Pulaski, Virginia's financial statements as a whole. The introductory section, supplementary
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information, supporting schedules, and statistical section are presented for purposes of additional analysis and
are not a required part of the financial statements. The accompanying schedule of expenditures of federal
awards is presented for purposes of additional analysis as required by U.S. Office of Management and Budget
Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations, and is also not a required
part of the financial statements. The supplementary information, supporting schedules, and the schedule of
expenditures of federal awards are the responsibility of management and were derived from and relate directly to
the underlying accounting and other records used to prepare the financial statemenis. The information has been
subjected to the auditing procedures applied in the audit of the financial statements and certain additional
procedures, including comparing and reconciling such information directly to the underlying accounting and other
records used fo prepare the financial statements or to the financial statements themselves, and other additional
procedures in accordance with auditing standards generally accepted in the Uniied States of America. In our
opinion, the information is fairly stated in all material respects in relation to the financial statements as a whole.
The introductory section and statistical information have not been subjected to the auditing procedures applied in
the audit of the basic financial staiements and, accordingly, we do not express an opinion or provide any
assurance on them,

%M»U.de?z., cﬁZtmu., 4’( %Jaa.cﬂfaa-

Blacksburg, Virginia
January 11, 2013



COUNTY OF PULASKI, VIRGINIA
Management's Discussion and Analysis

The discussion and analysis of the Puiaski County finances for the fiscal year ending June 30, 2012
{FY12) is offered as a way io broaden understanding of the County finances and the impact of those
finances on services provided to Pulaski County residents. This report should be read in conjunction with
the County's financial statements, which follow this section. By GASB 34 accounting standards, this
report includes all County government functions including the Board of Supervisors, Discretely Presented
Component Units School Board, Pulaski County Public Service Authority (PSA) and the Industrial
Development Authority of Pulaski County (IDA).

Financial Highlights for Fiscal Year 2011-12

s Total net assets value of the primary government was $36.1 million at the end of FY 12 based on
total assets of $71.0 million and total liabilities of $34.9 million (Exhibit 1). As noted in Exhibit 1,
these liabilities include total payout of long-term debt associated with school construction and
remodeling, lease purchase agreements, landfill post-closure monitoring costs, compensated
absences, and other post employment benefits while the total assets refiect the depreciated value
of existing county owned facilities.

o For FY 12 combined program and general expenditures of $50.0 million exceeded general
revenues of $45.1 million by approximately $4.9 million {(Exhibit 2}. The decrease in net assets is
explained further in the Statement of Activities analysis of the Financial Analysis of the County as
a Whole section below.

* As described in Exhibit 11, total general fund revenues were $2.2 million or 5% less than the
budgeted $46.9 million revenue estimate while expenditures were $3.0 million, or 10% less than
the $46.1 million budgeted expenditures (including transfers). The net change in fund balance
was a decrease of $5.7 million.

+« The County's total outstanding debt for school improvements, school construction, economic
development, compensated absences and landfill monitoring decreased by $1.7 million from $33
million on July 1, 2011 to $31.3 million on June 30, 2012 (Note 7).

e Ag described in Note 18, the unassigned fund balance as of June 30, 2012 for the primary
government/compenent unit combined was $6.4 million, or 6.7% of budgeted FY 13 total County
General fund, other governmental funds and Component Unit, School Board operating
expenditures in the amount of $95.3 milion. The Board of Supervisors has historically
maintained a reserve of the general fund balance of at least 10% of general, special revenue and
component unit fund expenditures in order to ensure adequate cash flow throughout the budget
cycle and in accordance with good management practices.

+ As described in Exhibit 5, the governmental funds balance decreased by approximately $5.7
million. That amount is explained further in the Analysis of the County Funds section below.

Remaining portion of this page left blank intentionally



COUNTY OF PULASKI, VIRGINIA
Management's Discussion and Analysis {continued)

Qverview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to the County of Pulaski's basic
financial staiements which comprise three sections: 1) government-wide financial statements, 2) fund
financial statements, and 3) notes to the financial statements. This report also contains other
supplementary information in addition to the basic financial statements themselves.

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

The statement of net assets presents information on all of the County's assets and liabilities, with the
difference between the two reported as nef assets. Over time, increases or decreases in net assels may
serve as a useful indicator of whether the County is improving or deteriorating when considering both
financial condition and physical assets.

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

Both of the government-wide financial statements distinguish functions of the County that are principally
supported by taxes and intergovernmental revenues (governmental activities) from other functions that
are intended to recover all or a significant portion of their costs through user fees and charges (business-
fype activities). The governmental activities of the County include general government, judicial
administration, public safety, public works, health and welfare, education, parks, recreation and cultural,
and community development. Business-type activities include the operation of the water, sewer and
refuse services by the Public Service Authority; and leasing of industrial buildings by the Industrial
Development Authority.

The government-wide financial statements include the County {(known as the primary government), as
well as funds of the Pulaski County School Board, the Pulaski County Public Service Authority and the
Industrial Development Authority of Pulaski County (known as the component units). Financial
information for componeni units are reported separately from the financial information presented for the
primary government.

Fund Financial Statements

Traditional users of governmental financial statements will find this portion of the audit report more
familiar. The focus of this section of the audit report is on the County's most significant funds, and the
fund financial statements provide more information about these funds — not the County as a whole.

The County has three kinds of funds:

Governmental funds — Most of the County's basic services are included in governmental funds, which
focus on how cash and other financial assets that can readily be converted to cash flow in and out and
the balances left at year end that are available for spending. Consequently, the governmental funds
statements report financial resources that can be spent in the near future to finance the County's
programs. Because this information does not encompass the additional long-term focus of the
government-wide statements, additional information is provided in separate exhibits (4&6) that explains
the relationship (or difference) between them.




COUNTY OF PULASKI, VIRGINIA
Management's Discussion and Analysis {continued)

Proprietary funds — When the County charges customers for the services it provides, these services are
generally reported in proprietary funds. Proprietary funds are reported utilizing the full accrual accounting
method as are all activities reported in the Statement of Net Assets and Statement of Activities. The
County's Internal Service Fund, one type of proprietary fund, is the same as the government-wide
business-type activities; however, the fund financial statements provide more detail and additional
information, such as cash flows. The County’s proprietary funds include the Pulaski County Public
Service Authority, the Industrial Development Authority of Pulaski County and the Internal Service Fund.

Fiduciary funds — The County is the trustee, or fiduciary, for the County’s agency funds. The County is
responsible for ensuring that the assets reported in these funds are used for their intended purposes. All
of the County’s fiduciary activities are reported in a separate statement of fiduciary net assets and a
statement of changes in fiduciary net assets. The County excludes these activities from the County’s
government-wide financial statements because the County cannot use these assets to finance its
operations. The County's fiduciary funds include Special Welfare, Performance Bond, the Employee
Flexible Benefits and Local Sales Tax Funds.

Notes to the basic financial statements - The notes to the basic financial statements provide additional
information that is essential to a full understanding of the data provided in the government-wide and fund
financial statements.

Required supplementary information - In addition to the basic financial statements and accompanying
notes, this report also presents certain required supplementary information concerning the County's
budgetary comparisons and progress in funding its obligation to provide pension benefits to its
employees.

Financial Analysis of the County as a Whole

A comparative analysis of government-wide information is as follows:
Summary of Net Assets:

Details in the government-wide financial statements for FY 12 can be found in Exhibit 1. The following
table reflects the condensed Statement of Net Assets (in millions) comparing FY 12 to FY 11.

Summary of Net Assets:

Total Primary Component Unit
Government School Board
2012 2011 2012 2011

Current and other assels $ 249 % 304 % 48 % 46
Capital assets, net 46,2 47.1 7.7 6.2
Total assets $ 711§ 77.5 % 125 % 10.8
Other liahilities $ 36 % 57 % 39 % 39
Long teem liabilities 31.3 30.8 2.3 1.8
Total liabilities $ 349 § 36.5 $ 5.2 % 57
Net Assets:
invested in capital assets, net of
related debt $ 174 % 16.7 $ 76 % 6.2
Restricted 0.2 0.5 0.0 0.0
Unrestricted 18.5 23.8 {1.3) (1.1)
Total net assets 3 3%.1 3 410 % 63 % 5.1




COUNTY OF PULASKI, VIRGINIA

Management's Discussion and Analysis (continued)

The County's combined net assets decreased from $37.6 million to $36.1 million as explained in the
Statement of Activities section below. Unrestricted net assets, the portion of net assets that can be used
to finance the day-to-day activities of the County, totaled $18.5 million. Net assets invested in capital
assets, net of related debt, represents the amount of capital assets owned by the County and Component
Net assets are reported as restricied when constraints on asset use are
externally imposed by creditors, grantors, contributors, regulators, or imposed by law through
constitutional provisions or enabling legislation. Seized asset funds are restricted so that they can be
used for specific law enforcement purposes. Compenent unit (School Board) net assets increased by

Units total $40.3 million.

$1.2 million, from $5.1 million in FY11 to $6.3 million in FY 12.

Capital Assets

The following tables display the County's and School Board's (Component Unit} capital assets at June 30,

2012, as well as the change in capital assets for FY 11 in millions of dollars:

Capital Assets:

Non-Depreciable Assets:
Land $
Construction in Progress

Other Capital Assets:
Buildings and systems
Machinery and Equipment
Accumulated Depreciation

Totals %

Primary Government:
Changes in Capital Assets:

Non-Depreciable Asseis:
Land $
Construction in Progress

Other Capital Assets:
Buildings and systems
Machinery and Equipment
Accumutated Depreciation

Totals 3

Component Unit-School Board:
Changes in Capital Assets:

Non-Depreciable Assets:
Land $
Construction in Progress

Other Capital Assets:
Buildings and systems
Machinery and Equipment
Accumulated Depreciation

Totals $

Total Primary Component Unit
Government Schoot Board

2012 2011 2012 2011
24 % 24 % 06 % 0.6

0.4 0.6 1.1 0.0

52.9 52.6 19.4 19.0
1.3 10.5 7.4 6.7
{20.8) (19.0} (20.8) {20.1)
46.2 % 471 % 77 % 6.2
Balance, Balance,
June 30, June 30,

2011 Additions Deletions 2012
24 % 00 3 00 % 2.4

0.6 0.1 (0.3) 0.4
52.8 0.3 0.0 529
10.5 0.9 (0.1 11.3
{19.0) (1.9) 0.1 {20.8)
471 § (0.6) § (0.3) $ 46.2
Balance, Balance,
June 30, June 30,

2011 Additions Deletions 2012
06 % 00 % 00 % 0.6

0.0 1.1 0.0 1.1
19.0 0.4 0.0 19.4
6.7 0.9 (0.2) 7.4
{20.1} {0.9) 0, {20.8)
62 § 15 § 00 % 7.7




COUNTY OF PULASKI, VIRGINIA
Management's Discussion and Analysis (continued)

These amounts are part of the Primary Government's capital assets because long-term debt financed
these additions. Additional detailed capital asset information can be found in Note 12 in the “Noies to
Financial Statements” section of the report.

L.ong-Term Debt

The following table displays the County and Schools (Component Unit) Outstanding Debt at June 30,
2012, in millions of dollars:

Primary Component Unit
Government School Board
2012 2011 2012 2011

General Obligation Bonds $ 150 § 16.0 % 00 § 0.0
Literary Loans 34 3.7 0.0 0.0
l.ease Revenue Note 10.6 11.3 0.0 0.0
Notes Payable 0.4 0.0 0.0 0.0
Unamortized Bond Premium 0.8 0.8 0.0 0.0
Landfill Post Closure

Liahility 0.2 0.2 0.0 0.0
Net OPER Obligation 0.2 0.2 0.7 0.4
Compensated Absences 0.7 0.8 16 1.5

Totai 3 313 & 330 % 23 % 1.9

Long-term debt obligations decreased by $1.3 million in FY12. Additional detailed information on long-
term debt activity can be found in Note 7 and Note 8 in the “Notes to Financial Statements” section of the
report for the County and Schools, respectively.

Remaining portion of this page left blank intentionally



COUNTY OF PULASKI, VIRGINIA
Management's Discussion and Analysis (continued)

Statement of Activities:

The following comparative table shows the revenues and expenses of the governmental activities for FY
12 and the fiscal year ended June 30, 2011{FY11) (in millions) as show in Exhibit 2:

Summary of Activities:

Total Primary Component Unit
Government Scheol Board
2012 2011 2012 2011
Revenues:
Program Revenues:
Charges for services % 07 % 1.3 § 11 8 1.1
Operaling grants and contributions 125 11.9 32.2 31.0
Capital grants and contributions 0.1 1.8 0.0 0.0
General Revenues:
General property taxes 220 21.6 0.0 0.0
Other local taxes 6.5 5.6 0.0 0.0
Other 3.3 1.7 0.1 0.2
Payments from County 0.0 0.0 11.6 11.1
Total Revenues 3 451 8§ 439 § 45.0 & 43.4
Expenses:
General government $ 27 % 24 8 - 5 -
Judicial administration 1.6 1.6 - -
Public safety 8.1 7.8 - -
Public works 1.7 1.6 - -
Health and welfare 11.0 10.6 - -
Education 14.7 12.5 43.8 435
Parks, recreation and cultural 15 15 - -
Community development 7.5 4.7 - -
Interest on long term debt 1.2 0.9 - -
Total Expenses $ 500 % 436 % 43.8 % 43.5
Changes in Net Assets: (4.9} 0.3 1.2 {0.1)
Transfers 0.0 0.0 0.0 0.0
Net Assets, Beginning of Year 41.0 40.7 5.1 5.2
Net Assets, End of Year $ 36.1 & 41.0 $ 6.3 § 5.1
Revenues

For FY 12, revenues from governmental funds totaled $45.1 million. General property tax revenues, the
County’'s largest revenue source, were $22.0 million, an increase of $0.2 milion. Other local taxes
fincluding local sales tax, communications tax, hotel and motel room taxes and meals tax) were $6.5
million, an increase of approximately $0.9 million over FY11.

Component unit {School Board) revenues totaled $45 million for FY12, an increase of $1.6 million from
June 30, 2011 to June 30, 2012. Component Unit State revenues increased by $0.7 million and
Component Unit Federal Revenues increased by $0.4 million along with and an increase of local
government transfers of $0.5 million.

Expenses

For FY 12, expenses for primary governmental activities iotaled $50 million an increase of $6.4 million
over the prior year as shown in Exhibit 2.

Education is a very high priority in the Pulaski County; consequently the Board of Supervisors contributed

$11.6 million to the operation of the Pulaski County schools excluding debt service costs. This accounts
for 24% of the County's total budgeted expenditures. It should also be noted that the Board of

10-



COUNTY OF PULASKI, VIRGINIA
Management's Discussion and Analysis (continued)

Supervisors has carried over any unused portion of the FY 11 contribution to FY 12 to use towards
School operations.

Financial Analysis of the County’s Funds

For FY12, the general fund reflects a fund balance of $19.5 million, a decrease of $5.7 miillion from FY11.
The following table shows a comparison between the fiscal year ended June 30, 2011 amounts to the
fiscal year ended June 30, 2012 amounts for the General Fund as shown in Exhibit 5.

Statement of Revenues, Expenditures and Changes in Fund Balance

General Fund

2012 2011 Change
Revenues:
General Property Taxes % 21.7 % 21.7 % 0.0
Other Local Taxes 8.5 5.6 0.9
Permits, Privilege Fees and Regulatory Licenses 0.2 0.7 (0.5)
Fines and Forfeitures 0.0 0.0 0.0
Revenue from Use of Money and Property 0.4 0.3 0.1
Charges for Services 0.6 0.5 0.1
Miscellaneous 0.1 0.1 0.0
Recovered Costs 0.6 0.7 (0.1}
Revenue from the Commonwealth 11.5 11.2 0.3
Revenue from the Federal Government 3.2 3.4 (0.2)
Total Revenues $ 448 $ 44.2 $ 0.6
Expenditures:
General Government Administration $ 21 % 21 §% 0.0
Judicial Administration 1.6 1.6 0.0
Public Safety 7.4 7.4 0.0
Public Works 1.7 i5 0.2
Health and Welfare 106 10.8 {0.2)
Education 11.6 11.1 0.5
Parks, Recreation and Cultural 1.3 1.3 0.0
Community Development 6.4 4.5 19
Principal 21 2.1 0.0
Interest 1.3 1.0 0.3
Total Expenditures $ 46.1 § 434 % 2.7
Excess (1.3) 0.8 (2.1)
Other Financing Sources (Uses) (4.3) {1.4) {2.9)
Net Change in Fund Balance (5.6) {0.6) {5.0)
Fund Balance, Beginning of Year 25, 259 {0.8)
Fund Balance End of Year 3 195 $ 253 % {5.8)

The General Fund revenues remained fairly constant from FY 11 to FY 12 with a slight increase of $0.6
million overalt including an increase of $0.9 million in Other Local Taxes and a reduction of $0.5 million in
Permits, Fees and Licenses. Other increases included $0.3 million in State revenues, $0.1 million each in
Fines & Forfeitures and Charges for Services which were cffset by reductions in Recovered Costs and
Federal Revenues.

The general fund education expenditure was increased by $0.5 million. Community Development
expenditures increased by $1.2 million due to a transfer io the IDA at June 30, 2012 for the Phoenix
Packaging Expansion. Plans to work out a loan with the bank for $2 million loan for Phoenix Packaging
were not approved until July 2012 and the funds were promptly returned to the General Fund once the
bank loan became available. Qverall, all other expenditure categories remained fairly consistent with
FY11 figures.

11-



COUNTY OF PULASKI, VIRGINIA
Management's Discussion and Analysis {continued)

All capital and school board unused appropriations from the 2011 fiscal year were carried over by the
Board of Supervisors for use in FY 2012.

General Fund Budgetary Highlights
The following table presents revenues and expenditures for the General Fund only for FY 12 {in millions):

Criginal Amended
Budget Budget Actual Variance
Revenues:
Property Taxes $ 211 % 218% 2173 0.1
Other Local Taxes 8.2 6.4 6.5 0.1
Permits, Fees and Licenses 0.2 0.2 0.1 {0.1)
Fines and Forfeitures 0.1 0.1 0.1 -
Revenue from Use of Money and Properiy 0.3 04 04 -
Charges for Services 0.5 05 0.6 0.1
Miscellaneous 0.1 0.1 0.1 -
Recovered Costs 0.4 06 0.6 -
Intergovermental 14.9 16.8 4.7 (2.1)
Total 5 43.8 § 469 % 448 § 2.1
Expenditures and transfers:
General Government Administration $ 25% 25% 21% 0.4
Judicial Administration 1.6 1.7 1.6 01
Public Safety 7.2 82 7.4 0.8
Public Works 1.4 18 1.7 0.1
Health and Welfare 11.5 11.5 10.6 0.9
Education 11.9 12.2 116 0.6
Parks, Recreation and Cultural 1.3 1.5 1.3 0.2
Community Development 26 6.4 6.4 0.0
Non-deparimental 0.0 0.0 0.0 0.0
Debt Service 34 34 34 0.0
Transfers 0.0 0.0 0.0 0.0
Total $ 43.4 § 492 § 461 § 3.1

It should be noted that this schedule is shown on the budgetary basis. In comparing the original budget
to the amended budget both revenues and expenditures increased. Most of this change can be attributed
to carry-over appropriations for County construction projects and unused FY11 local funding for
Component Unit (Schools). This trend will continue until building space needs are met by the renovation
of the Maple Shade shopping mall, the renovation of the County Administration building, and the
renavation of office space for the Sheriff's office.

Economic Factors and Future Budgets

The primary factors affecting the financial viability of Pulaski are limited options for revenue increases,
continued fluctuations in state and federal revenues, and continued decline in the national economy,

Limited Revenue_OQOptions - Community needs and inflationary pressures require that revenues or
governmental efficiency increase in order to maintain and improve the quality of public services currently
enjoyed by county residents. Locally generated revenues have historically increased at a rate of
approximately 3% excluding the impact of reassessments. During FY11, the rate of increase was 4%, but
has increased to the historical rate 3% for FY12. There are legal limits placed by the General Assembly
on how counties can raise revenue to meet community needs. An analysis of options indicates that the
primary remaining options for raising needed revenue are limiled to real estate taxes and personal
property taxes.

2.



COUNTY OF PULASKI, VIRGINIA
Management's Discussion and Analysis (continued)

State Revenues - Currently, state funding is projected to account for 38%, or $36.4 million, of the County
and Component Unit (Schools) FY 2013 total budget, while local real estaie taxes account for 38%
percent of total County general fund revenue, increasing by 5% in FY13. A one percent change in state
revenue results in a $0.4 million change in the local budget, or the equivalent of a $0.014 cent change on
the real estate tax rate. Thus, changes in State revenue have a direct impact on the financial picture of
the County and an its ability to meet the needs of County residents.

Other factors that are expecied to impact future budgets include:

1. Anticipated GASB Statement #45 increases for other post employment benefits.

2. Funding for the Capital Improvement Plan will need to address office space needs, funding of
joint services, and replacement of leased network connections between buildings.

3. The ahility to maintain increasing operational costs will be dependent on revenue growth from
business activity in the County and/or finding befter ways of providing needed community
services through joint services and other innovations.

4. Funding of the 5% Virginia Retirement System employee pension requirement and healthcare
requirements in future budgets with the Affordable Care Act.

5. The County will need to invest in new economic development initiatives including the purchase of
the next industrial park and conceptualization of future "shell” buildings making possible rapid
response to business and industrial needs for new facilities.

6. There remains a long-term need for reducing operational costs through joint services, initiatives in
the provision of public safety services, tax and utility bill collections and improved property
maintenance.

7. The condition of the local, regional, state and national economies and a resulting increase in
demand for services should economic conditions not improve soon.

Contacting the County’s Financial Management

This financial report is designed to provide our citizens, taxpayers, customers, investors and creditors with
a general overview of the County’s finances and to demonstrate the County’s accountability for the
resources it receives and their uses. Questions concerning this report or reguests for additional financial
information should be directed to the County Administrator, or the Finance Director, at 143 Third Street,
NW, Pulaski, Virginia 24301, telephone (540) 980-7705. The County's website address is
www.pulaskicounty.org. We welcome the opportunity to present the financial status of the County to
citizens, community groups and state agencies in that the resources of the County have a direct effect on
the ability to improve the quality of life while addressing nationwide economic and social changes
impacting the community.

-13-
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County of Pulaski, Virginia
Statement of Net Assets
June 30, 2012

Exhibit 1

ASSETS
Cash and Cash Equivalents
Investments
Receivables (Net of Allowance for Uncollectibles):

Taxes

Accounis Receivable

Other Loca! Taxes and Fees

Note Receivable

Rent Receivable

Interest Receivable
Prepaid Expenses
Due frem Primary Government
Due fram Other Governmental Units
Advances to Companent Units
Resticted Assets:

Temporarily Reslricted:

GCash and Cash Equivalents
Cash and Cash Equivalents (in Cuslody of Others)

Qrganization Expense (Net of Accumulaled Amortization}
Capital Assets:

Land

Building and improvements

Machinery and Equipment

Infrastructure

Canstruction in Progress

Tota! Assets

LIABILITIES
Accounts Payable
Accrued Wages
Cusiomer Deposits
Accrued Interest Payable
Due ic Compenent Units
Advances Due to Primary Government
Unearned Revenue
Long-term Liabilities:
Due Within One Year
Due in More Than One Year
Total Liabilities

NET ASSETS
Invested in Capital Assels, Nel of Related Debt
Restricted
Unrestricted (deficit}
Total Net Assets

Component
Primary Government Units
Governmental School Public Service Industrial Development
Activities Board Authority Authority
18,918,599 $ 610,784 5 2,686,676 & -
160,794 - - -
2,153,581 - - -
395,178 - 848,327 64,542
299,928 - - -
- - - 17,530,170
- - - 15,508
- - - 110,545
- 607,419 - -
- 2,177,255 - -
2,182,852 1,440,033 - -
507,858 - - -
153,387 - - -
76,159 - 165,480 -
- - 3,354 -
2473,257 564 527 127,700 1,057,134
41,718,237 3,693,273 - 8,823,692
1,667,856 2,254 994 1,235,918 -
. - 17,657,188 -
377,120 1,153,434 65,947,251 251,718
71,084,807 3 12,501,718 § 29,369,886 % 27,653,309
804,835 3 263,331 § 779950 § 55,046
- 3,600,307 - -
- - 125,889 -
489,779 - 77,418 110,545
2,177,255 - - -
- - - 507,658
160,588 - - -
2,299,807 162,453 505,255 1,194,606
29,015,517 2,141,275 11,379,784 8,265,978
34,947,781 5 6,167,367 3 12,868,296 § 10,144,033
17,436,378 3 7.666,228 % 7184514 3 8,058,185
229,546 - 165,480 -
18,471,102 (1,331,876) 9,151,606 9,454,081
36,137,026 5 6334352 % 16,501,600 § 17,509,276

The notes {o the financial slatements are an integral part of this statement.
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County of Pulaski, Virginia
Balance Sheet
Governmental Funds
June 30, 2012

Exhibit 3

Other
General Governmental Total
ASSETS
Cash and Cash Equivalents $ 19,232,663 % 195,740 $ 19,428 403
Invesiments 107,701 53,093 160,794
Receivables (Net of Allowance for Uncolleciibles): -
Taxes 2,153,581 - 2,153,581
Other Local Taxes and Fees 299,928 - 299,928
Due from Other Funds 157,127 67,767 224,894
Due from Cther Governmental Units 2,008,230 174,622 2,182,852
Advances to Component Units 506,758 1,100 507,858
Total Assets 3 24 465988 3 492,322 § 24,958,310
LIABILITIES AND FUND BALANCES
Liabilities
Accounts Payable 3 568,648 § 150,636 $ 719,284
Due to Other Funds 159,279 36,245 195,524
Due to Component Units 2,177,255 - 2,177,255
Deferred Revenue 2,107,481 - 2,107,481
Total Liabilities $ 5012,663 $ 186,681 3 5,199,544
Fund Balances:
Nonspendable 3 506,758 % - 3 506,758
Restricted 76,159 153,387 229,546
Committed 1,153,620 152,054 1,305,674
Assigned 11,833,472 - 11,833,472
Unassigned 5,883,316 - 5,883,316
Total Fund Balances $ 19,453,325 § 305,441 3 19,758,766
Total Liabilities and Fund Balances 3 24,465,988 § 492,322 $ 24,958,310

The notes to the financial statements are an integral part of this statement.
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Exhibit 4
County of Pulaski, Virginia
Reconciliation of the Balance Sheet of Governmental Funds
To the Statement of Net Assets
June 30, 2012

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

Total fund balances per Exhibit 3 - Balance Sheet - Governmental Funds $ 19,758,766

Capital assets used in governmental activities are not financial resources and
therefare, are not reported in the funds. 46,236,470

Other long-term assets are not available to pay for current-period expenditures
and, therefore, are deferred in the funds. 1,946,893

Long-term liabilities, including bonds payable, are not due and payable in the
current period and therefore, are not reported in the funds (31,805,103)

Net Assets of Governmential Activities $ 36,137,026

The notes to the financial statements are an integral part of this statement.
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County of Pulaski, Virginia

Statement of Revenues, Expenditures and Changes in Fund Balances

Governmental Funds
For the Fiscal Year Ended June 30, 2012

Exhibit 5

REVENUES
General Property Taxes
Other Local Taxes
Permits, Privilege Fees and Regulatory Licenses
Fines and Forfeitures
Revenue from Use of Money and Property
Charges for Services
Miscellaneous
Recovered Costs
Intergovernmental Revenues:
Commonwealth
Federal Government
Total Revenues

EXPENDITURES:
Current;
General Government Administration
Judicial Administration
Public Safety
Public Works
Health and Welfare
Education
Parks, Recreation and Cultural
Community Development
Capital Projects
Debt Service:
Principal Retirement
Inierest and Other Fiscal Charges
Total Expendifures

Excess (Deficiency) of Revenues Over (Under)
Expenditures

Other Financing Sources (Uses)
Transfers In
Transfers Out
Issuance of Note Payable
Total Other Financing Sources (Uses)

Net Change in Fund Balance
Fund Balance - Beginning
Fund Balance - Ending

General Other Govern-

Fund mental Funds Total
$ 21,788,104 % -3 21,788,104
6,523,924 - 6,523,924
129,393 - 129,393
35,874 - 35,874
378,845 296 379,141
560,448 - 560,448
26,869 365,116 391,985
646,622 - 646,622
11,468,207 329,264 11,797,471
3,200,381 100,827 3,301,208
$ 44 758,667 $ 795503 % 45,554,170
$ 2,084,448 § 205,998 3 2,290,446
1,620,148 - 1,620,149
7,403,785 625,976 8,029,761
1,662,917 149,230 1,812,147
10,613,478 746,583 11,360,061
11,642,692 218,717 11,859,409
1,339,035 265,768 1,604,803
6,417,449 1,218,294 7,635,743
- 1,841,662 1,841,662
2,074,988 - 2,074,988
1,291,818 - 1,291,818
3 46,150,759 % 5270228 § 51,420,987
$ (1,392,092) $ (4,474,725) $ (5,866,817)
$ - % 4004207 % 4,094,207
(4,690,906) - (4,690,9086)
420,000 - 420,000
$ (4,270,908) $ 4094207 $ (176,699)
3 (5,662,998) $ {380,518) 3 (6,043,5186)
25116,323 685,959 25,802,282
$ 19,453,325 § 305,441 § 19,758,766

The notes fo the financial statements are an integral part of this statement.
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County of Pulaski, Virginia

Reconciliation of Statement of Revenues, Expenditures,
and Changes in Fund Balances of Governmental Funds

to the Statement of Activities
For the Fiscal Year Ended June 30, 2012

Exhibit 6

Amounts reported for governmental activities in the Statement of Activities are

different because:

Net changes in fund balance - total governmental funds

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

Revenues in the Statement of Activities that do not provide current financial
resources are not reported as revenues in the funds

The issuance of long-term obligations (e.g. bonds, leases) provides current
financial resources to governmental funds, while the repayment of the principal
of fong-term obligation 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 effect of these differences in the treatment of long-term debt and
related items.

Some expenses reported in the Statement of Activities do not require the use
of current financial resources and, therefore are not reporied as expenditures
in governmental funds.

Change in net assets of governmental activities

The notes to the financial statements are an integral part of this statement.
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County of Pulaski, Virginia
Statement of Net Assets
Proprietary Fund
June 30, 2012

Exhibit 7

ASSETS
Current Assets:

Health Insurance

Receivables (Net of Allowance for Uncollectibles):

Accounts Receivable
Total Assets

LIABILITIES
Current Liabilities:

Accounts Payable

Due to Other funds

Reconciled Overdraft
Total Liabilities

NET ASSETS
Unrestricted

Total Net Assets

Information
Technology,
Garage, and

Premiums Communication
Fund Service Fund
3 280,258 % 114,921
3 260,258 $ 114,921
$ - 3 85,551
- 29,370
280,258 -
$ 280,258 $ 114,921
$ - $ -
3 - $ -

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



County of Pulaski, Virginia
Statement of Revenues, Expenses and Changes in Net Assets
Proprietary Fund
For the Fiscal Year Ended June 30, 2012

Exhibit 8

Health Insurance

Information
Technology,
Garage, and

Premiums Communication
Fund Service Fund
OPERATING REVENUES
Charges for Services:
information Technology Charges 3 - 206,563
Garage Charges - 1,046,496
Communication Charges - 103,328
Other Revenues;
Miscellaneous - 578
Insurance premiums 5,066,192 -
Total Operating Revenues $ 5,066,192 1,356,965
OPERATING EXPENSES
Information Technology $ - 501,378
Central Garage - 1,301,208
Communications - 151,080
Insurance claims and expenses 5,066,192 -
Total Operating Expenses $ 5,066,192 1,953,664
Operating Income {Loss) $ - (596,699)
Transfer In $ - 596,689
Change in Net Assets $ - -

Net Assets - Beginning -

Net Assets - Ending $ -

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



County of Pulaski, Virginia
Statement of Cash Flows

Proprietary Fund

For the Fiscal Year Ended June 30, 2012

Exhibit &

CASH 