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INDUSTRIAL DEVELOPMENT AUTHORITY

January 30, 2004

Board of Supervisors
King George County
King George, Virginia 22485
Gentlemen:
Enclosed you will find a copy of the audit report for the year ending June 30,
2003 of the King George County Industrial Development Authority.
The Authority has already reached agreement with the County Administrator to
maintain the accounting records of the Authority. An agreement regarding the loan from
the County to purchase the industrial park has been put in writing.
Yours truly,

Homer L. Hite
Chairman

Enclosures
Audit Report
Financial Statement

TINGLER, M ILLER
& G uY, LLP

NANCYA. MILLER, CPA
STEVE R. GUY, CPA

CERTIFIED

ACCOUNTANTS

WALLACE L. TINGLER, CPA, Consultant
MEMBERS, AMERICAN INSTITUTE OF
CERTIFIED PUBLIC ACCOUNTANTS

To the Board of Directors
Industrial Development Authority of King George County
In planning and performing our audit of the financial statements of Industrial
Development Authority of King George County for the year ended June 30, 2003, we considered
its internal control in order to determine our auditing procedures for the purpose of expressing
our opinion on the financial statements and not to provide assurance on internal control.
However, we noted certain matters involving internal control and its operation that we consider
to be reportable conditions under standards established by the American Institute of Certified
Public Accountants. Reportable conditions involve matters coming to our attention relating to
significant deficiencies in the design or operation of internal control that, in our judgment, could
adversely affect Industrial Development Authority of King George County's ability to record,
process, summarize, and report financial data consistent with the assertions of management in the
financial statements.
A material weakness is a reportable condition in which the design or operation of one or
more of the internal control components does not reduce to a relatively low level the risk that
error or fraud in amounts that would be material in relation to the financial statements being
audited may occur and not be detected within a timely period by employees in the normal course
of performing their assigned functions.
Our consideration of internal control would not necessarily disclose all matters in internal
control that might be reportable conditions and, accordingly, would not necessarily disclose all
reportable conditions that are also considered to be material weaknesses as defined above.
However, we noted the following reportable conditions that we believe to be material
weaknesses.
These material weaknesses and other reportable conditions were considered in
determining the nature, timing, and extent of the audit tests applied in our audit of the June 30,
2003 financial statements, and this report does not affect our report on those financial statements
dated September 22, 2003. We have not considered internal control since the date of our report.

L:\WORK\Clients\King George IDA (50365)\2003\Reportable Conditions.doc

1955 JEFFERSON DAVIS HIGHWAY* SUITE 110 * FREDERICKSBURG, VA 22401
540/373-1411 * FAX 540/373-0034* www.tmgcpas.com * cpa@tmgcpas.com

-2Improve Financial Records
*

The
The Organization does not maintain an adequate set of financial records.
Organization has no formal accounting system to capture all transactions. Without
adequate financial records, management is basing its decision on incomplete and/or
inaccurate information during the year, and excessive time is spent at year end in
preparing and auditing the financial statements. Either the IDA should maintain records
or King George County should act as the fiscal agent for all financial transactions for the
King George IDA.

Bank Reconciliations
*

We noted cash was not being reconciled. The cash reconciliation process is essential to
sound financial records, and management needs to ensure the reconciliations are
completed timely.

Debt
*

We discovered there was no formal written debt agreement between the Industrial
Development Authority and the King George County for the $1,000,000 loan to purchase
the land to develop the King George County Industrial Park. We recommend that a
formal written debt agreement be documented.

We also noted the following reportable conditions that are not believed to be material
weaknesses.
We recommend that the Authority review the risk of loss as a result of not having liability
insurance coverage. We recommend the Authority review and consider obtaining liability
insurance coverage to mitigate potential loss. In addition, we recommend the Authority consider
obtaining Directors and Officers insurance coverage.
This report is intended solely for the information and use of the Board members of
Industrial Development Authority of King George County, management, and others within the
organization.

Fredericksburg, Virginia
September 22, 2003
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January 30, 2004

Auditor of Public Accounts

P. 0. Box 1295
Richmond, Virginia 23218
Dear Sir:
Enclosed you will find a copy of the audit report for the year ending June 30,
2003 of the King George County Industrial Development Authority.
Yours truly,

Homer L. Hite
Chairman
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To the Board of Directors
Industrial Development Authority
of King George County

We have audited the financial statements of Industrial Development Authority of King
George County for the year ended June 30, 2003, and have issued our report thereon dated
September 22, 2003. Professional standards require that we provide you with the following
information related to our audit.
Our Responsibility under Generally Accepted Auditing Standards
As stated in our engagement letter dated November 7, 2002, our responsibility, as
described by professional standards, is to plan and perform our audit to obtain reasonable, but
not absolute, assurance that the financial statements are free of material misstatement and are
fairly presented in accordance with U.S. generally accepted accounting principles. Because an
audit is designed to provide reasonable, but not absolute assurance and because we did not
perform a detailed examination of all transactions, there is a risk that material errors, fraud, or
illegal acts may exist and not be detected by us.
As part of our audit, we considered the internal control of Industrial Development
Authority of King George County. Such considerations were solely for the purpose of
determining our audit procedures and not to provide any assurance concerning such internal
control.
Significant Accounting Policies
Management has the responsibility for selection and use of appropriate accounting
policies. In accordance with the terms of our engagement letter, we will advise management
about the appropriateness of accounting policies and their application.
The significant
accounting policies used by Industrial Development Authority of King George County are
described in Note I to the financial statements. No new accounting policies were adopted and
the application of existing policies was not changed during the year ended June 30, 2003
During 2003, the Authority entc
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-2Accounting Estimates
Accounting estimates are an integral part of the financial statements prepared by
management and are based on management's knowledge and experience about past and current
events and assumptions about future events. Certain accounting estimates are particularly
sensitive because of their significance to the financial statements and because of the possibility
that future events affecting them may differ significantly from those expected. There were no
significant estimates that affected the financial statement.
Audit Adjustments
For purposes of this letter, professional standards define an audit adjustment as a
proposed correction of the financial statements that, in our judgment, may not have been detected
except through our auditing procedures. An audit adjustment may or may not indicate matters
that could have a significant effect on the Industrial Development Authority of King George
County's financial reporting process (that is, cause future financial statements to be materially
misstated).
The following audit adjustments in our judgment indicate matters that could have a
significant effect on the financial reporting process:
*

Receipt of cash and liability for note payable of$1,000,000, due to the County.

*

Receipt of cash and liability for note payable due to bond issuance of $2,250,000.

*

Purchase of land and land improvements of $1,071,186.

*

Accounts payable of $44,937.

*

Interest income from bank accounts of $22,382.

*

Sale of land of $80,000.

All of the proposed adjustments noted above were recorded in the books of the Industrial
Development Authority of King George County.
Disagreements with Management
For purposes of this letter, professional standards define
management as a matter, whether or not resolved to our satisfaction,
accounting, reporting, or auditing matter that could be significant to the
the auditor's report. We are pleased to report that no such disagreements
of our audit.
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Consultations with Other Independent Accountants
In some cases, management may decide to consult with other accountants about auditing
and accounting matters, similar to obtaining a "second opinion" on certain situations. If a
consultation involves application of an accounting principle to the Industrial Development
Authority of King George County's financial statements or a determination of the type of
auditor's opinion that may be expressed on those statements, our professional standards require
the consulting accountant to check with us to determine that the consultant has all the relevant
facts. To our knowledge, there were no such consultations with other accountants.
Issues Discussed Prior to Retention of Independent Auditors
We generally discuss a variety of matters, including the application of accounting
principles and auditing standards, with management each year prior to retention as the Industrial
Development Authority of King George County's auditors. However, these discussions occurred
in the normal course of our professional relationship and our responses were not a condition to
our retention.
Difficulties Encountered in Performing the Audit
We encountered significant difficulties in obtaining financial information for the
preparation of the audit and supplemental schedule of leases and bonds outstanding. These
difficulties were mainly the result of the lack of a formal set of accounting records. The above
difficulty delayed the audit process.

GASBS No. 34
In June 1999, the Governmental Accounting Standards Board (GASB) unanimously
approved Statement No. 34, Basic Financial Statements-and Management's Discussion and
Analysis-for State and Local Governments (Statement).
For the first time the financial statements will include:
*

A Management Discussion and Analysis (MD&A) section providing an analysis of the
Town's overall financial position and results of operations.

*

Financial statements prepared using full accrual accounting for all of the Authority's
activities.

The general provisions of GASBS No. 34 must be implemented by the Authority next year.

L:\Work\Clients\King George IDA\2003\Planning\Communication Itr.

-4The MD&A is a narrative report prepared in an easy-to-read format by the Authority's
management. It should:
*

Introduce the basic financial statements.

*

Provide an analytical overview of the government's financial activities for the year based
the
on management's knowledge of the transactions, events, and conditions reflected in
of
Use
financial report and the fiscal policies that control the government's operations.
charts, tables, and graphs is encouraged.

The narrative should be based on information that management has as of the date of the
auditor's report. The focus of the MD&A should be on the primary government, and the analysis
of its
should distinguish between information that pertains to the primary government and that
component units.
The information must be confined to the following:
*

A brief discussion of the relationships of the basic financial statements to each other and
the major differences in the information provided in each. An analysis should be included
that will help readers determine whether the measurements and results in fund financial
statements provide additional information for analysis or corroborate conclusions drawn
from government-wide statements. For example, the discussion should explain why there
was a positive change in net assets of governmental activities even though the general
fund had a significantly different effect in its fund balance at the same time.

*

A comparison in condensed form of information presented in the government-wide
financial statements for the current and prior year. The statements must include the
information needed to support the following analysis of the government's overall
financial position and results of operations addressing certain specified elements.

*

An analysis of the government's overall financial position and results of operations to
to current
help users assess whether financial position has improved or deteriorated due
important
and
changes
year activities. The analysis should include reasons for significant
economic factors, such as changes in the tax or employment bases.

*

An analysis of significant changes that occurred in individual funds and any limitations
that might affect the availability of fund resources in the future.

*

An analysis of significant budget variances (original vs. final budget and final budget vs.
actual results) for the general fund or its equivalent, including reasons for those variances
that may affect future services or liquidity.
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A summary of significant capital asset and long-term debt activity with a discussion of
commitments and limitations that may affect future financing of planned facilities or
services.

*

A description of facts, conditions, or decisions of which management was aware on or
before the audit report date that are expected to have a significant impact on financial
position or results of operations after the reporting date.

This information is intended solely for the use of Industrial Development Authority of
King George County and management of Industrial Development Authority of King George
County and is not intended to be and should not be used by anyone other than these specified
parties.

Fredericksburg, Virginia
September 22, 2003
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Industrial Development Auithority of King George Co
Journal Entries Report : Adjusting Entries
June 30, 2003
Account/Code
300
110
300
602

Description
Accounts Payable
Land
Accounts Payable
Attorney Fees

Workpaper
BB-2

Misstate

Debit

Page
Prepared hy
R

Credit
7,138.02

7,138.02
2,017.21
2,017.21

To record accounts payable as of 6/30/03
4JE

2

Posted

103
201

Suntrust - Money Market
Note Payable - Suntrust

AA-1

2,250,000.00
2,250,000.1C2

To record bond payable to suntrust
LE

3

Posted

111
111
103
111
300
401
103
111
300

Land Improvements
Land Improvements
Suntrust - Money Market
Land Improvements
Accounts Payable
Interest Income
Suntrust - Money Market
Land Improvements
Accounts Payable

A-5/2

14,982.00
7,000.00
21,982.00
19,918.00
19,918.0
2,122.90
2,122.90
15,864.00
15,864.00

To record activity from suntrust escrow
account
AJE

4

Posted

605
100

Bond Costs
Union Bank - Checking

A-1

1,500.00
1,500.00

To adjust cash for o/s checks as of 6/30/03
AJE

5

DELETED

.***.*******.

AJE

6

DEIArED

.............

AJE

7

Posted

110
400

Land
Administrative Fees - Revenue

1,908.00

U-3
1,908.00

to adjust for closing costs refund for
purchase of land
AJE

8

Posted

102
401

Union Bank - CD
Interest Income

A-3/A-2

20,259.45
20,259.45

to record interest income
AJE

9

AJE

10

DELETED

*************

Not Posted

300
110

Accounts Payable
Land

1,000.30
1,000.30

to adjust accounts payable per attorney's
records
AJE

11

Posted

501
202
500
202

Bond Proceeds
Amount to be provided for reti
Loan Proceeds
Amount to be provided for reti

2,250,000.00
2,250,000.00
1,000,000.00
1,000,000.00

To properly reflect the debt activity
AJE

12

Posted

606
114

Land Costs
Investment in general fixed as

1,071,185.95
1,071,185.95

To properly reflect the land
AJE

13

Posted

110
114

Land
Investment in general fixed as

81,727.58
81,727.58

To adjust land for cost of land sold

T0TALS

6,746,623.41

6,746,623.41
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Poed
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INDEPENDENT AUDITORS'REPORT
ON THE FINANCIAL STATEMENTS

Board of Directors
Industrial Development Authority of
King George County
King George, Virginia

We have audited the accompanying financial statements of the Industrial Development Authority of
listed in the table of contents. These
King George County as of and for the year ended June 30, 2003, as
is to express an
financial statements are the responsibility of the Authority's management. Our responsibility
opinion on these financial statements based on our audit.
States
We conducted our audit in accordance with auditing standards generally accepted in the United
of America and 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 Authorities,
of Virginia.
Boards and Commissions, issued by the Auditor of Public Accounts of the Commonwealth
whether the
about
Those standards require that we plan and perform the audit to obtain reasonable assurance
test basis,
financial statements are free of material misstatement. An audit includes examining, on a
An audit also includes
evidence supporting the amounts and disclosures in the financial statements.
as well as
assessing the accounting principles used and significant estimates made by management,
a reasonable
evaluating the overall financial statement presentation. We believe that our audit provides
basis for our opinion.
In our opinion, the financial statements referred to above present fairly, in all material respects, the
and
financial position of the Industrial Development Authority of King George County as of June 30, 2003,
the results of its operations for the year ended, in conformity with accounting principals generally accepted
in the United States of America.
dated September
In accordance with Government Auditing Standards, we have also issued our report
of King George County's internal
22, 2003, on our consideration of the Industrial Development Authority
regulations,
control over financial reporting and our tests of its compliance with certain provisions of laws,
Government
with
contracts and grants. That report is an integral part of an audit performed in accordance
the results of our audit.
Auditing Standards and should be read in conjunction with this report in considering
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Our audit was conducted for the purpose of forming an opinion on the financial statements taken as a
whole. The supplementary schedule of leases and bonds outstanding as of June 30, 2003 is presented for
purposes of additional analysis and is not a required part of the general purpose financial statements of the
Industrial Development Authority of King George County. Such information has not been subjected to the
auditing procedures applied in the audit of the financial statements, and accordingly, we express no opinion

on it.

Fredericksburg, Virginia
September 22, 2003
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FINANCIALSTATEMENTS

INDUSTRIAL DEVELOPMENT AUTHORITY OF
KING GEORGE COUNTY
COMBINED BALANCE SHEET
ALLFUNDTYPESANDACCOUNTGROUPS
June 30, 2003

Governmental
Fund Type

ASSETS

Cash and cash equivalents
Restricted cash
Land and Land Improvements
Amount to be provided for retirement of general
long-term obligations
Total assets

General

S

675,794
2,230,141
-

Account Groups
General Long
General
Term
Fixed Assets
Obligations

Totals
(Memorandam
Only)

989,458

-

-

2,250,000
S 2,250,000

$

6,145,393

2,250,000

$

44,937
1,000,000
2,250,000

$ 2,250,000

S

3,294,937

5

S

989,458

S

-

$

-

$

2,905,935

5

989,458

S

44,937
1,000,000
-

$

-

S

1,044,937

$

$

-

S

5

675,794
2,230,141
989,458
2,250,000

LIABILITES, EQUITY AND OTHER
CREDITS

TOTAL LIABILITIES
EQUITY AND OTHER CREDITS
Investment in general fixed assets
Fund balance:
Reserved:
Construction Costs
Unreserved:
Undesignated

-

989,458

-

1,860,998
-

$

-

-

-

_

Total equity and other credits

$

1,860,998

S

989,458

$

Total liabilities, equity, and other
credits

$

2,905,935

S

989,458

S 2,250,000

See co'mpan ing notes

1,860,998

-

-

-

Accounts Payable
Due to other governments
Notes Payable

$

2,850,456

S

6,145,393

INDUSTRIAL DEVELOPMENT AUTHORITY OF
KING GEORGE COUNTY
-

BALANCE
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND
GENERALFUND
Year Ended June 30, 2003

Revenues:
Administrative fees
Interest income
Sale of capital assets

$

80,481
22,382
80,000

$

182,863

$

4,591
6,088
1,500
3,016
1,071,186

Total expenditures

$

1,086,381

(Deficiency) of revenues over expenditures

$

(903,518)

$

2,250,000

$

1,346,482

$

514,516
1,860,998

Total revenues
Expenditures:
Current:
Accounting fee
Attorney fees
Bond issuance costs
Meeting expenses
Capital Outlay

Other financing sources:
Note proceeds

Excess of revenues and other sources over expenditures
and other uses
Fund balance, beginning
Fund balance, ending

See a1(p1ving notes.
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INDUSTRIAL DEVELOPMENT AUTHORITY OF
KING GEORGE COUNTY
NOTES TO FINANCIAL STATEMENTS

Note 1.

Nature of Entity and Significant Accounting Policies
Nature of Entity
The Industrial Development Authority of King George County, Virginia was created as a
political subdivision of the Commonwealth of Virginia by ordinance of the Board of
of the
Supervisors of King George County on May 3, 1973, pursuant to the provisions
of the
seq.,
et
15.1-1373,
Industrial Development and Revenue Bond Act (Chapter 33, Section
Code of Virginia (1950), as amended.) The Authority is governed by seven directors appointed
by the Board of Supervisors of King George County, Virginia. It is authorized to acquire, own,
lease and dispose of properties to the end that such activities may promote industry and develop
trade by inducing enterprises to locate and remain in Virginia.
In addition, the Authority is authorized to issue revenue bonds for the purpose of obtaining and
constructing facilities. Liability under the bonds may be retained by the Authority or it may be
assumed by the enterprises for whom facilities are constructed. Collection of revenues pledged
to liquidate the bonds may be assigned to a trustee. The revenue bonds are not deemed to
constitute a debt or pledge of the faith and credit of the Commonwealth of Virginia or any
municipality thereof. The bonds are payable solely from revenues generated from a lease of the
facilities constructed and may be secured by a deed of trust on those facilities.
The financial statements of the Authority have been prepared in conformity with generally
accepted accounting principles (GAAP) as applied to government units. The Governmental
Accounting Standards Board (GASB) is the accepted standard-setting body for establishing
governmental accounting and financial reporting principles. The more significant of the
Authority's accounting policies are described below.
The preparation of financial statements in conformity with accounting principles generally
accepted in the United States requires management to make estimates and assumptions that
affect the reported amounts of assets and liabilities and the disclosure of contingent assets and
liabilities at the date of the financial statements and the reported amounts of revenues and
expenditures during the reporting period. Actual results could differ from these estimates.

-
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INDUSTRIAL DEVELOPMENT AUTHORITY OF
KING GEORGE COUNTY
NOTES TO FINANCIAL STATEMENTS

Note 1. (Continued)
Significant Accounting Policies
A. Reporting Entity
In evaluating how to define the Authority, for financial reporting purposes, management has
considered all potential component units. The decision to include a potential component
unit in the reporting entity was made by applying the criteria set forth in GAAP. The basic,
but not the only, criterion for including a potential component unit within the reporting
entity is the governing body's ability to exercise oversight responsibility. The most
significant manifestation of this ability is financial interdependency. Other manifestations of
the ability to exercise oversight responsibility include, but are not limited to, the selection oI
governing authority, the designation of management, the ability to significantly influencc
operations and accountability for fiscal matters. The other criterion used to evaluate
potential component units for inclusion or exclusion from the reporting entity is th.
existence of special financing relationships, regardless of whether the Authority is able t(
Based upon the application of these criteria. the
exercise oversight responsibilities.
Authority has no component units.
B. Financial Statement Presentation
The accounts of the Authority are organized on the basis of funds and account groups, each
of which is considered to be a separate accounting entity. Each fund is a separate set of selfbalancing accounts that consists of assets, liabilities, fund equity, revenues, and expenditures
or expenses. Account groups are used to establish accounting control over certain assets and
liabilities that are not recorded in funds. The various funds and accountgroups are grouped
in the financial statements as follows:
1. Governmental Funds account for the expendablefnancialrcsources, other than those
The Governmental Fund
accounted for in Proprietary and Similar Trust Funds.
measurement focus is on determination of financial position and changes in financial
position, rather than on net income determination. The Governmental Funds consists of
the GeneralFund.
. hiis fund accounts for
The General Fund is the general operating 1nd of the Authriti
all revenues and expenditures of the Authority, which are not accounted for in the other
funds.
2. Account Groups are used to establish accounting control over general fixed assets and
long-term liabilities. The general fixed asset and the general lon-tern obligations
account croti)Isidie
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INDUSTRIAL DEVELOPMENT AUTHORITY OF
KING GEORGE COUNTY
NOTES TO FINANCIAL STATEMENTS
(Continued)
Note 1. (Continued)
3. Memorandum Only - Total Columns on Combined Statements - Overview
The total columns on the Combined Statements are captioned Memorandum Only to
indicate that they are presented only to facilitate financial analysis. Data in these columns
do not present financial position, results of operations, or changes in financial position in
Neither is such data
conformity with generally accepted accounting principles.
Interfund eliminations have not been made in the
comparable to a consolidation.
aggregation of this data.
C. Basis ofAccounting
1. Governmental Funds The Authority uses the modified accrual basis of accounting. The
modified accrual basis of accounting recognizes revenues when both measurable and
available (flow of current financial resources measurement focus). Measurable means
the amount can be determined. Available means collectable within the current period or
soon enough thereafter to pay current liabilities. Also, under the modified accrual basis
of accounting, expenditures are recorded when the related fund liability is incurred.
Major revenue sources susceptible to accrual are annual administrative fees of certain
bond issues.
As discussed further in the notes to the financial statements, conduit debt obligations are
not reported as liabilities in the financial statements.
D. Fixed Assets
Property, plant, and equipment of all funds are stated at historical cost. Donated fixed
assets are stated at their fair market value on the date donated. Governmental fund fixed
assets are recorded in the General Fixed Asset Account Group and are not depreciated.
Interest costs incurred during the construction phase are capitalized and added to the cost of
the asset net of any interest income earned on the related debt.
E. Reserved and DesignatedFund Balances
Fund balance reserves are used to indicate that portion of the fund balance which is
appropriated for expenditures or is legally segregated for a specific future use.
Designations of portions of the fund balance are established to indicate tentative plans for
financial resource utilization in a future period. The Authority has designated funds for
construction costs, related to the installation of the water & sewer project.
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INDUSTRIAL DEVELOPMENT AUTHORITY OF

KING GEORGE COUNTY
NOTES TO FINANCIAL STATEMENTS
(Continued)
Note 1. (Continued)
F. Budgets
The Authority does not prepare an annual budget.
Note 2. Deposits and Investments
collateralized in accordance with
Deposits: All cash of the Authority is maintained in accounts
the Virginia Security for Public Deposits Act, Section 2.1-359 et. seq. of the Code of Virginia
(which are considered insured) or covered by federal depository insurance.
States or
Investments: Statutes authorize the Authority to invest in obligations of the United
or political subdivisions
agencies thereof, obligations of the Commonwealth of Virginia
Development (World
and
thereof, obligations of the International Bank of Reconstruction
Bank), the Asian Development Bank, the African Development Bank, "prime quality"
and the
commercial paper certain corporate notes, banker's acceptances, repurchase agreements
The Authority held no
State Treasurer's Local Government Investment Pool (LGIP).
investments at year-end.
Note 3. Conduit Debt Obligations
From time to time, the Authority has issued Industrial Revenue Bonds to provide financial
and
assistance to private-sector entities for the acquisition and construction of industrial
commercial facilities deemed to be in the public interest. The bonds are secured by the
property financed and are payable solely from payments received on the underlying mortgage
the
loans. Upon repayment of the bonds, ownership of the acquired facilities transfers to
private-sector entities served by the bond issuance. Neither the County, the State, nor any
of the bonds.
political subdivision thereof is obligated in any manner for repayment
Accordingly, the bonds are not reported as liabilities in the accompanying financial statements.
with an
At June 30, 2003, there were twelve series of Industrial Revenue Bonds outstanding,
aggregate principal amount payable of $102 million.
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INDUSTRIAL DEVELOPMENT AUTHORITY OF

KING GEORGE COUNTY
NOTES TO FINANCIAL STATEMENTS
(Continued)
Note 4. Changes in Capital Assets
A summary of changes in capital assets follows:
Balance
July 1, 2002

Land

$

Land Improvements

-

Additions

Deletions

$1,013,422

$(81,728)

$

-

$ 931,694
-

-57,764

Total

Balance
June 30, 2003

$101,8

$(81.728)

57,764

$ 98 .458

Note 5. Long-term Debt
The following is a summary of changes in long-term obligations for the year ended June 30,

2003:
Balance
June30,
2002

Additions

Deductions

Balance
June30,
2003

General Obligation

Bond/Notes

$

-

$ 2,250,000

$

_$__ _

$ 2.250.000

$

$ 2,250,000
$ 2,250,000

Long-term debt consists of the following:
SunTrust Bank, dated April 3, 2003,
interest at 2.79% payable semi-annually
through January 2008, principal due
January 2008, unsecured

$2,250,000

$2,250,000
Maturities of long-term debt are as follows:
2008

$2,250,000
$2-25-000
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(Continued
Note 6. Commitments and Contingencies
The Authority currently has construction contracts for the installation oflwater and sewerin th
King George Industrial Park. The total commitment to complete this project is approximately
$2,192,000 as of June 30, 2003.
Note 7. Relationship with King George Count\
K in
of
King George County acts as the fiscal agciit 1'r tlhIndutIrid De:elopmIent\ ut
George County in respect to the $2,250,000 bond issued by SunTrust Bank for the water and
sewer project. The Industrial Development Authority has also borrowed $1,000,000 from King
George County for the purchase of land at the Industrial Park. This land is currently having
water and sewer systems installed and will be sold to pay back the loan to SunTrust Bank and
King George County. This amount is reported as due to other governments in the general fund.
Note 8. Risk Management
The Authority is exposed to various risks of losses related to torts; damage to, and destruction
of assets; errors and omissions; and natural disasters. The Authority has not obtained liability
insurance coverage to cover claims if they were to arise. The Authority indicates that there are
no current unpaid claims outstanding and therefore estimates that there would be no liability for
claims. The Authority has not incurred any costs, nor have they been subject to any claims
during the current year.
Note 9. New Reporting Standard
In June 1999, the Governmental Accounting Standards Board (GASB) issued Statement 34
"Basic Financial Statements and Management's Discussion and Analysis for State and Local
Governments". This Statement establishes new financial reporting requirements for state and
local governments throughout the United States. When implemented, it will require new
information and restructure much of the information that governments have presented in the
past. Comparability with reports issued in all prior years will be affected. The Authority is
required to implement this standard for the fiscal year ending June 30, 2004. The Authority has
not yet determined the full impact that adoption of GASB Statement 34 will have on the
financial statements.
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INDUSTRIAL DEVELOPMENT AUTHORITY OF KING GEORGE COUNTY

SUPPLEMENTARY SCHEDULE OF LEASES AND BONDS OUTSTANDING
June 30, 2003

Stated Int.
Rate

Date of
Original
Issue

Date(s) of
Maturity

Name of
Trustee

Aggregate
Amount at
Issue Date

Prin. Amt.
Maturing in
12 mos.*

Outst. Pay.
Current Date

4.35 to7%

12/1/1992

12/15/2012

SunTrust

3,985,000

2,187,000

340,000

Name of Issue
Lease
Revenue

Description of Facility
Revercomb Building

Period and
Amount of
Installment
Semi-Annual/Int.
Ann./Prin.

Serics 1994A

Birchwood Power Project

None/$O

**

10/25/1994

10/1/2024

Bankers Trust

10,000,000

100,000

9,900,000

Series 1994B

Birchwood Power Project

**

12/8/1994

12/1/2024

Bankers Trust

10,000,000

100,000

9,900,000

Series B

6.25

10/1/1995

10/1/2015

SunTrust

1,235,000

45,000

960,000

Series C

Courthouse Renovation
Courthouse Area Water
& Sewer

None/SO
Semi-Annual/Int.
Ann./Prin.
Semi-Annual/Int.
Ann./Prin.

5.5

10/1/1995

8/1/2005

SunTrust

720,000

80,000

255,000

Series 1995

Birchwood Power Project

None/$O

**

11/10/1995

11/1/2025

Bankers Trust

10,000,000

Series 1996A

Birchwood Power Project

None/SO

**

4/18/1996

4/1/2026

Bankers Trust

10,000,000

100000

9,900,000

Elementary School Permanent Financing
Garnet - Solid Waste
Disposal

Semi-Annual/Int.
Ann./Prin.
Payment in full
at maturity

4.6 to 6.4%

8/8/1996

8/1/2016

5,000,000

200,000

4,130,000

9/19/1996

9/1/2021

SunTrust
Bank of New
York

19,890,000

0

19,890,000

Birchwood Power Project
Rappahannock Regional
Criminal Justice Academy

None/SO

**

3/20/1997

3/1/2027

Bankers Trust

10,000,000

0

10,000,000

12/512,338.25
Semi-Annual/Int.
Ann./Prin.
Monthly/ 1st six
months is interest
only

4.62

10/30/1998

5/1/2014

Union Bank

1,600,000

87,677

1,262,916

3.75 to 5%

5/1/2001

12/15/2012

SunTrust

2,045,000

35,000

2,010,000

4.3

1/1/2003

6/1/2023

SunTrust

2,400,000

0

2,400,000

Monthly/ 1st six
months is interest
only

68% of
LIBOR Plus
72 bpts.

1/1/2003

6/1/2010

SunTrust

1,300,000

0

1,300,000

None/$O

**

6/1/2003

6/1/2023

Deutsche Bank

20,000,000

0

20,000,000

Series 1996
Series 1996
Series 1997

2001

Refund Bond

2002 Series A

Rappahannock Goodwill
Industries, Inc Project

2002 Series B
Series 2003 A

Rappahannock Goodwill
Industries, Inc Project
King George Landfill, Inc.
Project

100,000

9,900,000

**Variable Rate Demand Exempt Facility Revenue Bonds. Daily rates to term rates with a max of12%

---
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X\ :ALLACE L. TINGLER, CPA, Consultant
MEMBERS, AMERICAN INSTITUTE OF
CERTIFIED PUBLIC ACCOUNTANTS

REPORT ON COMPLIANCE AND ON INTERNAL CONTROL OVER FINANCIAL
REPORTING BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Board of Directors
Industrial Development Authority
of King George County
King George, Virginia

We have audited the accompanying financial statements of the Industrial Development Authority
of King George County, as of and for the year ended June 30, 2003, and have issued our report thereon
dated September 22, 2003. We conducted our audit in accordance with auditing standards generally
accepted in the United States of America and the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States.
Compliance
As part of obtaining reasonable assurance about whether the Industrial Development Authority of
King George County's financial statements are free of material misstatement, we performed tests of its
compliance with certain provisions of laws, regulations, contracts and grants, noncompliance with which
could have a direct and material effect on the determination of financial statement amounts. However,
providing an opinion on compliance with those provisions was not an objective of our audit, and
accordingly, we do not express such an opinion. The results of our tests disclosed no instances of
noncompliance that are required to be reported under Government Auditing Standards.
Internal Control Over Financial Reporting
In planning and performing our audit, we considered the Industrial Development Authority of
King George County's internal control over financial reporting in order to determine our auditing
procedures for the purpose of expressing our opinion on the general purpose financial statements and not
to provide assurance on the internal control over financial reporting. Our consideration of the internal
control over financial reporting would not necessarily disclose all matters in the internal control over
financial reporting that might be material weaknesses. A material weakness is a condition in which the
design or operation of one or more of the internal control components does not reduce to a relatively low
level the risk that misstatements in amounts that would be material in relation to the general purpose

195 JEFIERSON DAVIS HIGHWAY *SUITE110 *FREDERICKSBURG,
540/373-1411

*FAX540/373-0034

* www.tmgcpas.com

VA22401

*cpaatrngcpas.com

financial statements being audited may occur and not be detected within a timely period by employees in
the normal course of performing their assigned functions. We noted matters involving the internal
control over financial reporting and its operation that we consider to be material weaknesses that are as
follows:
Improve Financial Records
The Organization does not maintain an adequate set of financial records. The Organization has
no formal accounting system to capture all transactions. Without adequate financial records,
management is basing its decisions on incomplete and/or inaccurate information during the year,
and excessive time is spent at year end in preparing and auditing the financial statements. Either
the IDA should maintain records or King George County should act as the fiscal agent for all
financial transactions for the King George IDA.
Bank Reconciliations
*

We noted cash was not being reconciled. The cash reconciliation process is essential to sound
financial records, and management needs to ensure the reconciliations are completed timely.

Debt
*

We discovered there was no formal written debt agreement between the Industrial Development
Authority and the King George County for the $1,000,000 loan to purchase the land to develop
the King George County Industrial Park. We recommend that a formal written debt agreement
be documented.

This report is intended solely for the information and use of the audit committee, management,
others within the organization, and is not intended to be and should not be used by anyone other than
these specified parties.

Fredericksburg, Virginia
September 22, 2003
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