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COMMONWEALTH OF VIRGINIA

COUNTY OF HENRICO

Virgil R. Hazelett, P.E.
County Manager

November 19, 2010

The Honorable Board of Supervisors
County of Henrico
Virginia

Honorable Members of the Board:

We are pleased to present the County of Henrico’s Comprehensive Annual Financial Report (CAFR)
for the fiscal year ended June 30, 2010. This report is intended to provide informative and relevant
financial data for the residents of the County, the Board of Supervisors, investors, creditors and any
other interested readers. Itincludes all statements and disclosures necessary for the reader to obtain
a thorough understanding of the County’s financial activities. The reader should pay particular
attention to the required Management’s Discussion and Analysis, a narrative review of the financial
statements included in this document. Any individual with comments or questions concerning this
report is encouraged to contact the County of Henrico’s Department of Finance at (804) 501-5200.
This report may also be found online at www.co.henrico.va.us.

The financial statements included in this report conform to the U.S. generally accepted accounting
principles (GAAP) established by the Governmental Accounting Standards Board (GASB). The
County’s management is responsible for the establishment and maintenance of accounting and other
internal controls to accomplish three purposes: ensuring compliance with applicable laws and
County policies, safeguarding assets, and properly recording reliable information for the preparation
of the County’s financial statements in accordance with GAAP. Because their cost should not
outweigh their benefits, the County’s comprehensive framework of internal controls is designed to
provide reasonable assurance that financial statements will be free from material misstatement rather
than absolute assurance. County management is responsible for the accuracy and fairness of the
presentation of the financial statements and other information as presented herein and, to the best of
management’s knowledge, the data presented in this report is accurate in all material respects.

KPMG LLP, a certified public accounting firm, audited the County’s basic financial statements. As
an independent auditor, KPMG LLP rendered an unqualified opinion stating that the County’s basic
financial statements for the fiscal year ended June 30, 2010, are fairly presented, in all material
respects, in conformity with GAAP. The independent auditors’ report is presented as the first
component of the Financial Section of this report. The independent audit of the financial statements
of the County is part of a broader, federal and state mandated “Single Audit” designed to meet the

(804) 501-4206 PARHAM & HUNGARY SPRING ROADS/P.O. BOX 90775/HENRICO, VIRGINIA 23273-0775
FAX (804) 501-4162
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special needs of federal and state grantor agencies. The standards governing Single Audit
engagements require the independent auditor to report not only on the fair presentation of the
financial statements, but also on the government’s internal controls and compliance with legal
requirements, with additional emphasis on the administration of federal and state awards. This
“Single Audit” information is available in a separately issued report, which is available upon request
from the Department of Finance.

Profile of the Government

The County of Henrico is located in central Virginia and surrounds the City of Richmond on the
north side of the James River and constitutes approximates a third of the Richmond Metropolitan
area. The County’s location in the middle of the eastern seaboard is within 750 miles of two-thirds
of the nation’s population and is ideal for commerce due to the intersection of Interstate-95 and
Interstate-64 as well as it’s accessibility along Interstate-295, from Route 895 and Route 288, major
rail lines and the James River, which is home to an international port. It is also home to Richmond
International Airport, the primary airport for the Richmond Metropolitan Area. Henrico County is
also convenient to nearby oceanic ports in the Tidewater region of Virginia. Currently, based on the
recent county population estimates, 313,989 Henrico County residents (approximately one third of
the Richmond Metropolitan area) live in a well-planned community of approximately 244 square
miles that consists of highly developed urban and suburban areas, as well as undeveloped
agricultural and forest land.

Henrico’s history as a community dates back to 1607 when Captain Christopher Newport and a band
of adventurers from Jamestown (consisting of Captain John Smith, George Percy and others) rowed
ashore at the foot of the James River. Captain Newport erected a cross and claimed the land for God
and England. Four years after the discovery and exploration, Sir Thomas Dale, Deputy Governor of
Virginia, founded Henrico and named it for Prince Henry Frederick, eldest son of King James I. In
another four months, it was a bustling community as John Rolfe successfully cultivated a Spanish-
type of tobacco similar to that produced in Varinas, Spain, giving birth to America’s tobacco
industry. During 2011, the County will be commemorating the 400" anniversary of the founding of
Henrico through a variety of festivities and events. In 1614, Rolfe married Princess Pocahontas,
daughter of the Great Indian King Powhatan. Her profile now appears on the Henrico County Seal
as a symbol of Henrico’s place in our nation’s history. In 1634, Henrico became one of the original
eight shires in the Virginia Colony. Since it was adopted by its voters in 1934, the County of
Henrico has operated under the County Manager form of government with five voter-elected
members on the Board of Supervisors who serve four-year terms and represent five distinct
magisterial districts. The Chairman of the Board of Supervisors is elected annually by the members
of the Board, and the Board also hires the County Manager who serves at their pleasure. The duties
of the County Manager include implementing the approved ordinances and policies of the Board of
Supervisors, appointing the County’s Department Directors, and managing the day-to-day operations
of the County government. Henrico County’s Manager is also the Director of Public Safety for the
County. The County government is responsible for providing a wide array of public services
including public safety (fire and police protection, as well as building code enforcement), a full
service water and sewer system, the maintenance of the third largest road system in the
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Commonwealth of Virginia, and an array of recreational and cultural services. The County
government also provides the majority of the funding for a nationally recognized public school
system, though the schools are operated by a legally distinct entity and a separately elected School
Board.

The financial reporting entity includes all of the funds of the County, the primary government, as
well as all of its component units. Two discretely presented component units, the School Board and
the James River Juvenile Detention Commission (JRJDC), are included in the reporting entity
because of the County’s financial accountability for these organizations. These component units are
reported in separate columns in the County’s basic financial statements. Additional information
concerning these legally separate organizations can be found in the notes to the financial statements.

The annual budget serves as the foundation for the County’s financial planning and control. The
County Manager presents his proposed budget request to the Board in early March of each year.
That body then undertakes an intensive review of that budget in a series of public meetings. Those
meetings are referred to as the “Legislative Budget Reviews.” The Board then holds a public
hearing on the proposed budget in April prior to adopting the final budget. Legal budgetary
restrictions are established at the governmental function level (i.e. Division of Police), with effective
administrative controls maintained through detailed line-item budgets. It is County policy that the
County Manager is authorized to transfer budgeted amounts between departments within any fund.
However, any revisions that alter the total budgeted amounts and/or appropriations of any fund must
be approved by the Board of Supervisors. Budget to actual comparisons are provided in this report
for governmental funds where an appropriated annual budget has been adopted. These comparisons
are presented in the Other Required Supplementary Information Section of the financial statements.

Economic Overview

While it is easy to succeed in good times, it is how a locality performs during tough economic times,
such as those continuing to be experienced; that define excellence in local government. Because
Henrico County residents live and work in a low-tax, high-quality community with one of the
premier public school systems in the nation, we believe the local economy is well positioned to
continue to weather these tough economic conditions better than most localities. The Board of
Supervisors has fostered this environment through consistently demanding innovation, effective
planning and financial prudence when allocating public resources, while also incrementally reducing
tax rates when economically feasible. With an emphasis on superior customer service, sound
financial management, and sustainable economic development, we believe Henrico County has been
and will continue to be a community of choice.

In December 2009, the metro region was named the fourteenth best U.S. metro center for business
by Dow Jones MarketWatch, as well as currently ranking among the nation’s 50 best places for
business and career by Forbes. One of the contributing factors of these rankings was the
concentration of major corporations in Henrico County. Numerous major corporations are
headquartered in Henrico County, including two Fortune 500 companies, Genworth Financial and
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Altria. In addition to these companies, Henrico County is also home to Phillip Morris U.S.A. (a
subsidiary of Altria), Alfa Laval, Hamilton Beach-Proctor Silex, The Brinks Company, Markel
Corporation, and Southern States Cooperative, along with over fifty companies based in twelve
nations outside the United States that maintain offices in Henrico County. All of these companies
have invested heavily in the County, and the Richmond Metropolitan Area has benefitted from their
presence.

Despite the tough economic conditions, and the loss of a significant number of jobs due to the
bankruptcy of several major employers in Henrico County, employment statistics for Henrico
County exhibit a better picture when compared to national averages. According to the Virginia
Employment Commission, as of August 2010 the County’s unemployment rate of 7.1% is
marginally higher than Virginia’s overall rate of 7.0%, the result of Henrico County’s high
concentration of large businesses recently affected by the economic downturn. However, this rate is
still considerably lower than the seasonally unadjusted National rate of 9.5%. The average weekly
wage in Henrico County increased 2.1% from Q1 2009 to Q1 2010 to $967; this figure is 3.75%
higher than the State average weekly wage of $932.

The housing market nationally and locally continues to be weak. Decreases in home values
nationally have been well documented throughout 2008, 2009 and into 2010, though nationally some
pockets of appreciation are beginning to appear. Drops seen locally and in most of the State have
been significantly less than national averages. The latest numbers statewide suggest a move toward
moderate appreciation. Due to the declining housing market, real estate valuation in Henrico is
experiencing slow to no growth. As aresult, this year Henrico recorded the first decrease in its real
estate tax base since 1942 with an overall decrease in home values of 5.0% and commercial
valuation decreases that were nearly three times that number. And while there are now some signs
of price appreciation in the real estate markets, foreclosures continue to grow nationally and locally.
Nationally, in the third quarter of this year, approximately 288,000 homes were seized by banks, the
most in a quarter since the housing market began its decline in 2006. Henrico has also seen
foreclosures in the County grow during the past two years with 640 foreclosures in 2009 out of
105,000 residential parcels and 759 foreclosures through September, 2010. Foreclosures in Henrico
through September 2010 are 65.7% higher than in September, 2009.

Henrico County is still one of the Commonwealth’s leaders in retail sales as it ranks third behind
only Fairfax County and the City of Virginia Beach in total annual taxable sales. The most recent
annual data from the Virginia Department of Taxation reflects that Henrico County’s annual taxable
sales for 2009 were $4.6 billion, approximately 6.1% lower than the $4.9 billion of taxable sales for
2008, which is a reflection of the continued weakness in the economy. However, in the first quarter
of FY11, local sales tax revenues were up just over 5.0 % in Henrico County. Henrico’s taxable
sales per capita remained second highest among the Commonwealth’s top fifteen in total annual
taxable sales (behind the City of Roanoke), another indication that the County is a regional and
statewide shopper’s destination. Henrico was able to establish itself as a destination for shoppers
starting with Regency Square Shopping Center, built in the 1970s, and more recently with Short
Pump Town Center. The County will continue to be a locality sought by regional shoppers with the
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recently opened Shoppes at White Oak Village in Eastern Henrico and Short Pump Station in
Western Henrico.

The presence of these business and corporate entities would not be possible if it were not for the
favorable business environment that Henrico County has fostered throughout the years. Since 1978,
the Board of Supervisors has prudently decreased the Real Estate Tax Rate six times. In addition to
these decreases, Henrico has consistently been recognized in the 13 City/County Comparisons
compiled by the City of Chesapeake as the lowest taxing metropolitan locality in Virginia. The low
tax burden combined with a record of prudent fiscal management and excellent services creates an
enticing environment for businesses that are looking to relocate their operations.

Financial Guidelines

The following informal guidelines represent principles and practices that guide the County and help
to foster the County’s financial stability. These are not the only financial guidelines, but are those
that have had a major impact in recent years or will have a major impact on Henrico’s future
financial position. For a complete listing of the County’s Financial Guidelines, please see the
County’s Annual Fiscal Plan at http://www.co.henrico.va.us/finance/omb.html.

General Guidelines:

The County of Henrico will strive to maintain its (AAA/Aaa/AAA) General Obligation Bond ratings
with Standard and Poors, Moody’s Investor Service and Fitch IBCA, respectively. These excellent
bond ratings mean two things for our residents. First, our financial management has been examined
by three separate agencies that analyze local government finances on a daily basis and they have
awarded Henrico County the highest possible scores. Second, the County’s high credit rating allows
us to obtain the most competitive interest rates when financing long-term capital improvement
projects which, in turn, saves our County residents tax dollars.

The County of Henrico will utilize technological advances as a means of increasing employee
productivity and reducing the need for new positions.

The County of Henrico will allocate new dollars (after meeting fixed commitments such as debt
service requirements and benefits changes) to the areas of Education and Public Safety first.

The County of Henrico will attempt to utilize benefits of new economic development successes as a
means of maintaining the low tax rate environment our residents currently enjoy. In addition, the
County will maintain a balance between the need for real estate tax relief for our residents with the
long-term operational needs of the County.



The Honorable Board of Supervisors
November 19, 2010

Capital Improvement Program Guidelines:

The County will develop a Five-Year Capital Improvement Program annually, inclusive of the
capital needs of the Henrico County Public Schools. The Board of Supervisors will approve the first
year of this plan as the “Capital Budget” after legal advertising and public hearing requirements
have been met.

The County’s Capital Improvement Program will utilize debt financing as a funding source only
after it has been determined that the County can afford to service this debt and associated operating
costs in subsequent years. The County will attempt to maximize the use of pay-as-you-go financing
for capital projects.

The County will ensure that all operating costs arising from approved capital projects are accounted
for in the operating budget, through the compilation of an annual crosswalk analysis that captures all
such costs.

The County will maintain its physical assets at a level adequate to protect the County’s capital
investment and minimize future maintenance and replacement costs. The operating budget will
provide for the adequate maintenance of these facilities and infrastructure.

Debt Guidelines:

A long-term debt affordability analysis will be completed on an annual basis as a means of ensuring
that the County does not exceed its ability to service current and future debt requirements. This
analysis will verify that the County is maintaining the following prescribed ratios and will be
performed in conjunction with the County’s Capital Improvement Program Process. The guidelines
that are utilized are as follows:

o Debt Service as a Percentage of General Fund Expenditures: 7.75%

o Debt Service as a Percentage of Assessed Value: 1.49%

o General Obligation Bonded Debt per Capita: $1,650

The County will adopt annual water and sewer rates that will generate sufficient revenues to meet
the legal requirements of Enterprise Fund bond covenants. These rates will also allow for adequate
capital replacement in water and sewer systems.

Revenues:

Multi-Year revenue and expenditure forecasts for all County funds will be included as a part of the
Adopted Annual Fiscal Plan.

Vi
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The County of Henrico will attempt to maintain a stable but diversified revenue base as a means of
sheltering it from fluctuations in the economy.

The County will continue to strive to exceed a 70% residential — 30% commercial real estate
assessment ratio. Maintaining a healthy commercial ratio will help the County maintain current tax
rates while continuing to enhance service delivery efforts — particularly in the area of Education.

While revenues are monitored continually, a report is compiled quarterly that depicts current year
trends, receipts, and explains any unanticipated revenue variances.

Fund Balance Guidelines:
The County has, over time, maintained a healthy undesignated fund balance —as compared to similar

sized Virginia localities. As a percentage of actual General Fund expenditures, the County’s
undesignated fund balance has been:

FYO01l: 15.5% FY06: 18.0%
FY02: 16.7% FYO07: 18.0%
FY03: 17.8% FYO08: 18.0%
FY04: 18.0% FY09: 18.0%
FY05: 18.0% FY10: 18.0%

During the FY06 budget process, the Board of Supervisors agreed with a policy recommendation to
maintain the undesignated fund balance at a level of 18.0 percent of General Fund expenditures
effective June 30, 2006. The policy of maintaining this reserve will be examined on an annual basis,
during the annual budget process.

The County will not use its undesignated fund balance to subsidize current operations.

Major Initiatives and Accomplishments

In times of economic difficulty, shoring up the current revenue base is a top priority. To this end, the
U.S. Postal Service (USPS) notified Henrico County officials on May 29, 2008 that an initiative to
change County mailing addresses from “Richmond, VA” to “Henrico, VA" had been approved by 61
percent of residents and business owners responding to a USPS survey. “Henrico, VA” has become
the primary mailing address for most County residents and businesses and serves as an accepted
address for all County residents and businesses except for those located in Sandston and Glen Allen.
The address change has helped the County stop the loss of an estimated $5.0 million annually in
County tax revenues that we believe have been mistakenly paid to the City of Richmond, due to the
prevalence of “Richmond, VA” addresses in the County. The revenue impact from this initiative
has been noticeable as sales tax collections overall in the region have fallen the past three fiscal
years while Henrico’s share has increased in each of those fiscal years. This clearly indicates that
the Henrico, VA initiative has had an impact. “Henrico, VA” is now the primary mailing address for

vii
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over 84,000 residences and businesses in the County and “Henrico, VA” is now recognizable on
many internationally recognized web sites.

On January 1, 2008, Henrico County’s health care program transitioned to a self-insurance program
from a fully insured program. This transition involves the County paying claims and third party
administrative fees. Self-insurance allows the County to more fully control all aspects of the plan,
including setting rates to smooth out the impact of increases on employees and the County, while
maintaining adequate funding to cover claims, expenses and reserves. Fiscal year 2010 was the
second full fiscal year under the self-insurance program.

The County adopted GASB Statement No. 49, Accounting and Financial Reporting for Pollution
Remediation Obligation in FY09. During the fiscal year the County established a policy committing
the County to protect the environment and improve environmental practices of government
operations and facilities. To accomplish this goal the County added an environmental engineer to the
County risk management staff. The first action taken was to establish a policy statement which was
signed by the County Manager on December 15, 2008. Next the County conducted a comprehensive
survey of all County agencies to determine the level of environmental risks. This survey identified
various environmental permits and determined if there had been any violations of these permits.
Based on the survey, conducted by the County, no environment liabilities were noted.

As a result of GASB Statement No. 45 financial reporting requirements, which became effective
July 1, 2007, the County established an irrevocable benefit trust in FY08. This trust allows the
County to account for the cost of Other Post-employment (non-pension) Employee Benefits (OPEB)
and all outstanding obligations and commitments related to OPEB in a manner similar to its
reporting for financial information for pensions. The County was one of the founding members of
the Virginia Pooled OPEB Trust Fund, administered by the Virginia Municipal League. Henrico
County first fully funded its Annual Required Contribution to the OPEB plan in FY08 and the FY11
budget continues to fully meet the anticipated funding requirements. An actuarial update for June
30, 2010 revealed that with the pay-as-you-go portion, the County’s funding percentage for the
second full year of the requirement was 100 percent and resulted in a Net OPEB Asset of
approximately $6.6 million at June 30, 2010.

With favorable conditions in the municipal bond markets in FY09 and FY 10, the County examined
the refunding (refinancing) of existing County debt to achieve debt service savings over the long
term by lowering interest cost through lower interest rates on the debt. Four refunding issues were
identified that could produce significant savings. Those refundings were completed during this
period and resulted in approximately $18 million in permanent savings for the County.
Additionally, in FY10, a decision by the Board of Supervisors was made to delay issuing $77.5
million of new bonds. This proved to be a sound decision as no new debt was added in FY10.
When those bonds were finally sold in early FY11, the County obtained an extremely favorable
3.08% true interest cost on those bonds due to the favorable rate environment that continued to exist
in municipal bond markets. For all of these bond issues, Henrico’s triple AAA bond rating afforded
the County the ability to obtain the best interest rates possible at the time the bonds were issued.

viii
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Future Challenges

The ongoing weakness in the state’s revenues will continue to put a significant strain on local
revenues. The Approved Annual Fiscal Plan for FY11 projects state aid at approximately $275
million, or 33.8 percent of General Fund revenues, reflecting a decrease of approximately $31.5
million or 10.1 percent from the FY10 allocation. Currently, the state’s revenue projections for
FY11and FY12 are not being met and the state is looking at additional budget savings plans for the
next fiscal year, FY 12, that could achieve a 2%, 4%, or 6% expenditure reduction. As a result, state
aid will remain a significant unknown in Henrico’s budget development process for FY12. Through
FY10, the state had made over $7.0 billion in expenditure reductions since FY08 and the FY12
biennial budget included an additional $4.2 billion in expenditure reductions to offset budget
shortfalls. The reductions in the state’s FY12 biennial budget resulted overall expenditure
reductions of $11.3 billion since August 2007. Many of these reductions have been made through
funding reductions to localities and have resulted in localities having to absorb significant costs that
were previously funded by the state. Including aid for Education, overall state aid to Henrico has
declined $51.9 million since FYQ9, a reduction of 15.9 percent in just two years. The current
economic climate continues to present many challenges to both the state and to localities, and there
is continued uncertainty with state revenue projections and any resulting future reductions in state
aid distributions to Henrico.

Both known and projected reductions have been factored into the County’s revenue estimates. In
addition, as part of the final FY11 budget balancing, the County utilized a disciplined revenue
estimation approach in all areas where state aid funded General Fund operations. For FY12,
additional budget reductions, inclusive of state aid for Education, are anticipated. In order to meet
these reduced revenue estimates, the County is continuing to take actions to reduce the budget, as
well as absorb the incremental expenditure increases to accommodate fixed cost for benefit changes
and costs associated with opening new facilities.

Real Estate valuations will continue to present significant revenue challenges over the next several
years, but by monitoring market conditions on a regular basis, Henrico will be in a position to adjust
revenue estimates accordingly. Currently, real estate values in Henrico are experiencing slow to no
growth. As of January 2010, the assessed value of real property in the County totaled $32.0 billion,
which is an overall decline of $2.7 billion or 7.8 percent from the previous year. Residential real
estate values declined by $1.3 billion or 5.5 percent and commercial real estate values declined by
$1.4 billion or 13.0 percent.

Reducing unemployment is a vital step toward improving the economy. Nationally unemployment
was at 9.5% in August 2010 while the state was at 7.0% and Henrico at 7.1%. While Henrico’s
unemployment rate remains significantly lower than the national average, the loss of several large
employers the past two years through bankruptcy has pushed the County’s unemployment rate to
levels not seen in many years. Recently, Capital One announced plans to hire 700 employees in
Henrico County as it expands it operations in the Innsbrook Corporate Center where it has purchased
two buildings that will house the new workers. However, even with the positive news from Capital
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One, high rates of unemployment appear to be likely for a sustained period of time and that will keep
pressure on retail sales and the resulting sales taxes received by the County as well as on income
taxes relied on by the state.

Because economic indicators having the greatest impact on the County’s revenues often lag during
an economic recovery, the County’s leadership is examining opportunities to redefine the way
Henrico does business. This initiative is being undertaken throughout all County departments and is
intended to identify ways to improve operations and to save money in order to help offset ongoing
budgetary pressures. The efficiencies and savings identified as a result of this effort combined with
the conservative fiscal management routinely employed by the County will allow the County to
continue to provide services to our citizens at the level they have come to expect.

Certificate of Achievement

The Government Finance Officers Association of the United States and Canada (GFOA) awarded a
Certificate of Achievement for Excellence in Financial Reporting to the County of Henrico, Virginia
for its Comprehensive Annual Financial Report for the fiscal year ended June 30, 2009. This was
the twenty-seventh consecutive year that the government has received this prestigious award. In
order to be awarded a Certificate of Achievement, a government must publish an easily readable and
efficiently organized comprehensive annual financial report. This report must satisfy both generally
accepted accounting principles and applicable legal requirements.

A Certificate of Achievement is valid for a period of one year only. We believe that our current
CAFR continues to meet the Certificate of Achievement Program’s requirements and we are
submitting it to the GFOA to determine its eligibility for another certificate.
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Independent Auditors’ Report

The Honorable Members of the Board of Supervisors
County of Henrico, Virginia:

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, the aggregate discretely presented component units, each major fund, and the aggregate
remaining fund information of the County of Henrico, Virginia (the County), as of and for the year ended
June 30, 2010, which collectively comprise the County’s basic financial statements as listed in the table of
contents. These financial statements are the responsibility of the County’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. Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit includes consideration of
internal control over financial reporting as a basis for designing audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the County’s
internal control over financial reporting. Accordingly, we express no such opinion. An audit also includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements,
assessing the accounting principles used and significant estimates made by management, as well as
evaluating the overall 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 aggregate
discretely presented component units, each major fund, and the aggregate remaining fund information of
the County of Henrico, Virginia as of June 30, 2010, and the respective changes in financial position and,
where applicable, cash flows thereof for the year then ended in conformity with U.S. generally accepted
accounting principles.

The accompanying Management’s Discussion and Analysis on pages3 through 12, the budgetary
comparison information on pages 65 through 73, and the schedules of funding progress in notes 9 and 11
on pages 51 through 56 are not a required part of the basic financial statements but are supplementary
information required by U.S. generally accepted accounting principles. We have applied certain limited
procedures, which consisted principally of inquiries of management regarding the methods of measurement
and presentation of the required supplementary information. However, we did not audit the information
and express no opinion on it.
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Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the County’s basic financial statements. The accompanying Supplementary Information listed as
the Introductory Section, Other Supplemental Information, and Statistical Section are presented for
purposes of additional analysis and are not a required part of the basic financial statements. The Other
Supplemental Information has been subjected to the auditing procedures applied in the audit of the basic
financial statements and, in our opinion, are fairly stated in all material respects in relation to the basic
financial statements taken as a whole. The Introductory Section and Statistical Section have not been
subjected to the auditing procedures applied in the audit of the basic financial statements and, accordingly,
we express no opinion on them.

KPMe LIP

November 19, 2010



COUNTY OF HENRICO, VIRGINIA
MANAGEMENT’S DISCUSSION AND ANALYSIS

The following discussion and analysis of the County of Henrico’s (County) financial performance provides
an overview of the County’s financial activities for the fiscal year ended June 30, 2010 (FY 2010). Please
read it in conjunction with the transmittal letter at the front of this report and the County’s basic financial
statements, which follow this section.

FINANCIAL HIGHLIGHTS FOR FY 2010

The General Fund, on a current financial resource basis, reported expenditures and other financial sources
and uses in excess of revenues by $4.5 million (Exhibit 4) after making transfers out of $88.6 million,
which include transfers to the Capital Projects Fund for $20.1 million, Special Revenue Fund for $19.0
million and Debt Service Fund for $49.5 million. In addition, the General Fund contributed $189.9 million
to the County’s component units.

On a government-wide basis for governmental activities, the County had expenses net of program revenues
of $550.1 million. The general revenues of $557.2 million exceeded expenses net of program revenues by
$7.1 million (Exhibit 2).

The County’s total net assets, excluding component units, on the government-wide basis totaled $2,282.2
million at June 30, 2010 (Exhibit 1).

In August 2009, the County issued through the Economic Development Authority of Henrico County,
Virginia, (the “Authority’s) Bonds Series A and B, in the amount of $36,425,000. The proceeds were be
used to advance refund portions of the Authority’s Series 1996 and Series 1998 Lease Revenue Bonds and
Series 1999 Public Lease Revenue Refunding Bonds.

In December 2009, the County issued Water and Sewer System Refunding Revenue Bonds, Series 2009A,
in the amount of $22,915,000; and Water and Sewer System Revenue Bonds, Series 2009B (Taxable-
Recovery Zone Economic Development Bonds), in the amount of $9,800,000. The proceeds of Series
2009A were used to advance refund the Water and Sewer System Revenue Note, Subordinate Series1997
(Variable Rate Demand/Fixed Rate Water and Sewer System Revenue Bonds, Series 1997). The proceeds
of Series 2009B will be used to finance improvements, additions and extension to Water and Sewer System
of the County in areas designated as economic recovery zones.

In May 2010, the County issued General Obligation Public Improvement Refunding Bonds, Series 2010, in
the amount of $119,735,000. The proceeds were be used to advance refund portions of the County’s
General Obligation Public Improvement Bonds, Series 2004, 2005, 2006, 2008 and 2008A and the General
Obligation Public Improvement and Refunding Bonds, Series 2003.

Subsequent to June 30, 2010, the County issued General Obligation Public Improvement Bonds on July 20,
2010, in the amount of $72,205,000. The proceeds of these bonds will be used to finance General
Government and School capital projects.



OVERVIEW OF THE FINANCIAL STATEMENTS

The County’s Comprehensive Annual Financial Report (CAFR) is comprised of three sections:
Introductory, Financial and Statistical. The Financial Section, which includes the audited basic financial
statements, is comprised of four components: 1) the independent auditors’ report, 2) management’s
discussion and analysis, 3) the basic financial statements, and 4) notes to the basic financial statements.
This report also contains other supplementary information in addition to the basic financial statements
themselves.

The primary focus of the basic governmental financial statements is on both the County as a whole
(government-wide) and the fund financial statements. The government-wide financial statements provide
both long-term and short-term information about the County’s overall financial status. The fund financial
statements focus on the individual components of the County government, reporting the County’s
operations in more detail than the government-wide statements. Both perspectives (government-wide and
fund statements) allow the user to address relevant questions, broaden the basis of comparison (year to year
or government to government) and enhance the County’s financial accountability.

GOVERNMENT-WIDE STATEMENTS

The government-wide statements report information about the County as a whole using accounting methods
similar to those used by private-sector companies. One of the most important questions asked about the
County’s finances is, “Is the County as a whole in better financial condition or worse as a result of the
year’s activities?” The Statement of Net Assets and the Statement of Activities, which are the government-
wide statements, report information about the County as a whole and about its activities in a way that helps
answer this question. These statements include all assets and liabilities using the accrual basis of
accounting, which is similar to the accounting method used by most private-sector companies. All of the
current year’s revenues and expenses are taken into account regardless of when cash is received or paid.

These two statements report the County’s net assets and the changes in them. One can think of the
County’s net assets — the difference between assets and liabilities — as one way to measure the County’s
financial health, or financial position. Over time, increases or decreases in the County’s net assets is one
indicator of whether its financial health is improving or deteriorating. Other nonfinancial factors will need
to be considered, however, such as changes in the County’s property tax base and the condition of the
County’s infrastructure, to assess the overall financial health of the County.

In the Statement of Net Assets and the Statement of Activities, we divide the County into three types of
activities:

Governmental Activities — Most of the County’s basic services are reported here: Police, Fire,
Public Works, Recreation and Parks, and general administration. Property taxes, other local taxes,
and state and federal grants finance most of these activities.

Business-Type Activities — The County’s operation, maintenance and construction of the County-
owned water and wastewater (sewer) utility and the County-owned golf course are reported here as
the County charges a fee to customers to cover all or most of the cost of the services these
operations provide.

Component Units — The County includes two separate legal entities in its report — the County of
Henrico School Board (the School Board) and the James River Juvenile Detention Commission
(JRIDC). Although legally separate, these “component units” are important because the County is
financially accountable for them, and provides operating and capital funding.




FUND FINANCIAL STATEMENTS

The fund financial statements provide more information about the County’s most significant funds, not the
County as a whole.

The County has three types of funds:

Governmental Funds — The County’s basic services are included in four major governmental
funds. The general fund, special revenue fund, debt service fund and capital projects fund financial
information is presented separately in the governmental fund balance sheet and within the
governmental fund statement of revenues, expenditures, and changes in fund balance.

The governmental fund financial statements focus on near-term inflows and outflows of spendable
resources, as well as, balances of spendable resources available at the end of the fiscal year. The
governmental funds statements provide a detailed short-term view that helps the reader determine
whether there are more or less financial resources that can be spent in the near future to finance the
County’s programs. Since this information does not encompass the additional long-term focus of
the government-wide statements, additional information is provided at the bottom of the
governmental funds statements that explains the relationship (or reconciles the differences) between
the two types of statements. (Exhibits 3 and 4)

Proprietary Funds — Services for which the County charges customers a fee are generally reported
in proprietary funds. Proprietary funds, like the government-wide statements, provide both long
and short-term financial information.

In fact, the County’s Enterprise Fund (one type of proprietary fund) is the same as the business-type
activities included in the government-wide statements, but the fund financial statements provide
more detail and additional information, such as cash flow. The County’s Enterprise Fund accounts
for the operation of the County’s water and sewer utility and the County-owned golf course.

The County uses Internal Service Funds (the other kind of proprietary fund) to report activities that
provide supplies and services for the County’s other programs and activities. The Internal Service
Funds account for the County’s Central Automotive Maintenance operations, the Technology
Replacement Fund and the self insured Healthcare Fund. Resources for these Funds come from
interdepartmental charges.

Fiduciary Funds — The County is the trustee, or fiduciary, for 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 own operations.




FINANCIAL ANALYSIS OF THE COUNTY AS A WHOLE
Schedule of Net Assets

The following table reflects a summary of the County’s net assets at June 30, 2009 and 2010 (in millions):

Governmental Business-type Total Primary Component
Activities Activities Government Units
2009 2010 2009 2010 2009 2010 2009 2010
Current and Other Assets $ 6934 $ 6133 $ 1534 $ 1561 $ 8468 $ 7694 $ 546 $ 502
Capital Assets 1,255.3 13174 1,038.1 1,067.9 2,293.4 2,385.3 230.3 237.3

Total Assets $1948.7 $1930.7 $ 11915 $ 12240 $ 3,140.2 $ 31547 $ 2849 $ 2875
Long-term Liabilities $ 5648 $ 5415 $ 1863 $ 1892 $ 7511 $ 7307 $ 258 $ 340
Other Liabilities 1115 109.7 26.7 32.1 138.2 141.8 9.9 11.3

Total Liabilities $ 6763 $ 6512 $ 2130 $ 2213 $ 8893 $ 8725 $ 3.7 $ 45.3
Net Assets:

Invested In Capital Assets,

Net of Related Debt $ 90171 $ 9216 $ 8854 $ 9096 $ 18025 $ 18312 $ 2144 $ 2135
Restricted 140.3 154.2 15.1 16.7 1554 170.9 1.3 24
Unrestricted 215.0 203.7 78.0 76.4 293.0 280.2 33.4 26.3

Total Net Assets $ 12724 $ 12795 $ 9785 $ 1,002.7 $ 22509 $22822 $ 2491 $ 2422

The County’s combined net assets increased by 1.4 percent, or $31.3 million to $2,282.2 million from
$2,250.9 million, an overall improvement resulting from the increase in net assets in both the Governmental
and Business-Type Activities (Exhibit 1).

Net assets of the County’s governmental activities increased .6 percent, or $7.1 million to $1,279.6 million
(Exhibit 1). Invested In Capital Assets, Net of Related Debt increased by $4.5 million, which was due to an
increase in Capital Assets. Restricted net assets had an increase of $13.9 million. The governmental
activities unrestricted net assets, the part of net assets that can be used to finance day-to-day operations,
decreased by $11.3 million to $203.7 million at June 30, 2010 (Exhibit 1). The component units’ net assets
decreased 2.8 percent or $6.9 million from $249.1 million to $242.2 million primarily due to decreases in
State operating grants and contributions received in the current year.

The net assets of governmental activities increase was mainly due to capital outlay expenditures of $108.0
million which are added back to net assets as the result of an increase in capital assets capitalized during the
year. This was offset by depreciation expense of $46.0 million for 2010, and a decrease of $71.9 million in
the total governmental fund balance for 2010. These changes were offset by a $26.4 million reduction in
debt activities during 2010. Other significant factors effecting net assets are $10.7 million in revenue
accruals and $3.1 million internal service profit allocation for 2010.

The net assets of business-type activities increased 2.5 percent or $24.2 million from $978.5 million to
$1,002.7 million. Unrestricted assets available for the continuing operation of these activities, water and
sewer, and the golf course, were $76.4 million as of June 30, 2010.



Schedule of Activities

The following chart shows the revenues and expenses of the governmental activities for the fiscal years
ended June 30, 2009 and 2010 (in millions):

Governmental Business-type Total Primary Component
Activities Activities Government Units
2009 2010 2009 2010 2009 2010 2009 2010
Revenues:
Program Revenues:
Charges for Services $ 440 $ 434 $ 987 $ 893 $ 1427 $ 1327 $ 142 $ 135
Operating Grants and
Contributions 141.9 111.9 - - 141.9 111.9 279.2 258.3
Capital Grants and
Contributions - - 124 17.8 12.4 17.8 A 1
General Revenues:
Property Taxes 383.6 366.2 - - 383.6 366.2 - -
Other Taxes 142.5 121.2 - - 142.5 121.2 - -
Other 58.2 69.7 15 5.6 59.7 75.3 1.6 1.0
Payment from Primary
Government - - - - - - 185.0 193.5
Total Revenue $ 7702 $ 7124 $ 11266 $ 1127 $ 8828 $ 8251 $ 480.1 $ 4664
Expenses:
General Government $ 972 $ 1026 $ - $ - $ 972 $ 1026 $ - $ -
Judicial Administration 8.5 10.9 - - 8.5 10.9 - -
Public Safety 167.4 165.0 - - 167.4 165.0 5.2 5.1
Public Works 65.2 77.8 - - 65.2 77.8 - -
Health and Welfare 62.1 67.6 - - 62.1 67.6 - -
Education 190.2 193.1 - - 190.2 193.1 466.0 468.2
Parks, Recreation
and Cultural 34.8 35.2 - - 34.8 35.2 - -
Community Development 26.1 254 - - 26.1 254 - -
Interest on Long-term Debt 23.6 21.7 - - 23.6 21.7 - -
Water and Sewer - - 86.7 87.3 86.7 87.3 - -
Golf Course - - 1.2 1.2 1.2 1.2 - -
Total Expenses $ 6751 $ 7053 $ 879 $ 885 $ 763.0 $ 7938 $ 4712 $473.3
Change in Net Assets 95.1 7.1 24.7 24.2 119.8 31.3 8.9 (6.9)
Net Assets at beginning of year _ 1,177.3 1,272.4 953.8 978.5 2,131.1 2,250.9 240.2 249.1
Net Assets at end of year $ 12724 $ 12795 $§ 9785 $ 10027 $ 22509 $22822 $ 2491 $ 2422
REVENUES

For the fiscal year ended June 30, 2010, revenues from governmental activities totaled $712.4 million, a
decrease of $57.8 million, or 7.5 percent from fiscal year 2009. Real Estate Tax Revenues are the County’s
largest revenue source. Reflected in this revenue source are the second half calendar year 2009 and the first
half of calendar year 2010 real property tax collections, which amounted to $291.9 million for fiscal 2010, a
decrease of $13.1 million or 4.3 percent from fiscal 2009. The County Board of Supervisor maintained the
Real Estate Tax Rate at the current amount of 87 cents per $100 of assessed value for calendar year 2010.

In fiscal year 2010, the County recorded $65.9 million in personal property tax revenue from County
residents, and received Personal Property Tax Relief from the Commonwealth of Virginia (the
Commonwealth) of $37.0 million for total personal property tax related receipts of $102.9 million. Under
the provisions of the Personal Property Tax Relief Act of 1998 (PPTRA), the Commonwealth’s share of the



local personal property tax payment for a calendar year was frozen at 70 percent for qualified vehicles.
During the 2004 General Assembly, the Commonwealth’s obligation for car tax relief was capped at $950
million annually. Each jurisdiction’s share of the $950 million will be based on the total 2004
reimbursement as of December 31, 2005. The County’s share for 2010 of $37.0 million will be paid in
three installments beginning in July 2010. At June 30, 2010, the County accrued $18.4 million for the first
half of the 2010 calendar year.

Business-type activities produced total revenues of $112.7 million, an increase of $19,914 over fiscal year
2009. The largest business-type source of revenue is the County’s Water and Sewer activity, which
produced $89.3 million in charges for services and $17.8 million in operating grants and contributions.
(Exhibit 2)

EXPENSES

For the fiscal year ended June 30, 2010, expenses for governmental activities totaled $705.3 million, an
increase of $29.9 million over fiscal year 2009. Included in this activity are employee compensation and
benefits, payments for educational expenses to the School Board, and cost increases in the areas of public
safety, recreation, and libraries.

Education continues to be one of the County’s highest priorities and commitments. Major items contributed
by the County include $189.9 million for School operations and $3.0 million for School capital
improvement projects (Exhibit 4).

The expenses of business-type activities, which result from the operations of the County’s Water and Sewer
activity and Golf Course activity, totaled $88.5 million, an increase of $ 638,904 or 0.7 percent over fiscal
year 2009 (Exhibit 2). The Water and Sewer activity accounts for $87.3 million of the total expenses of
$88.5 million.

FINANCIAL ANALYSIS OF THE FUND STATEMENTS

For the fiscal year ended June 30, 2010, the governmental funds reflect a combined fund balance of $457.8
million. The governmental funds include the General Fund, Special Revenue Fund, Debt Service Fund and
Capital Projects Fund. The fund balances, for the funds other than the General Fund; are committed and
merely reflect balances as of a point in time. The General Fund accounts for $242.8 million (Exhibit 4) of
the total combined balance. This is a 1.8 percent decrease from the General Fund balance of $247.3 million
recorded at June 30, 2009. The current General Fund Balance was impacted by General Fund Revenues,
which decreased by $29.2 million from fiscal year 2009. This decreases occurred in the major revenue
categories of General Property Taxes (Real Estate and Personal Property Taxes), which decreased $9.6
million; Other Local Taxes, which decreased $7.3 million; Intergovernmental revenues (revenues from the
State and Federal Governments), which decreased $4.9 million; Revenue from the Use of Money and
Property (primarily interest on investments), which decreased $5.3 million; and Miscellaneous revenues,
which decreased $2.1 million. At the same time General Fund Expenditures grew by $6.8 million or 1.2
percent over fiscal year 2009. In an effort to control expenditures during 2010, the County funded no pay
increase, and continued a hiring freeze that had begun in fiscal year 2008. Other Financing Uses decreased
by $19.0 million or 17.6 percent from fiscal year 2009. By controlling the growth of expenditures and
reducing Other Financing Uses the County was able to limit the decrease in General Fund balance to $4.5
million from the 2009 General Fund balance. Finally, the following items affected the fund balance and
should be noted:

e The General Fund contributed $20.1 million to the Capital Projects Fund to finance various capital
projects, $19.0 million to the Special Revenue Fund and $49.5 million for debt service.



e The General Fund contributed $189.9 million to fund the fiscal year 2010 School Board operations,
an increase of $14.9 million or 8.5 percent over the fiscal 2009 contribution.

Highlights of other Governmental Funds are as follows:

e The Special Revenue Fund Balance of $29.5 million (Exhibit 4) increased $3.7 million over fiscal
year 2009. The increase is due to revenues of $56.2 million and other financing sources and uses of
$15.1 million which exceeded expenditures of $67.6 million. The major function of the Special
Revenue Fund is to account for State and Federal grants received by the County. State and Federal
grants accounted for $37.5 million in revenues and $53.5 million in expenditures along with the
County’s solid waste function, which accounted for $11.7 million in revenues and $11.0 million in
expenditures during fiscal year 2010.

e The Debt Service Fund Balance decreased from $7.4 million to $6.5 million (Exhibit 4) during
fiscal year 2010. The decrease is due to expenditures exceeding revenues and other financing
sources by $925,540. During the fiscal year, expenditures for debt service were $56.0 million and
the Fund received transfers from the General Fund of $49.5 million and the Capital Projects of $4.0
million.

e The Capital Projects Fund Balance of $179.0 million (Exhibit 4) is a decrease of $70.3 million, or
28.2 percent in comparison to fiscal year 2009. During the fiscal year, expenditures for capital
projects were $103.0 million, revenues were $12.8 million and transfers in totaled $23.9 million.
Transfers in consisted of $20.1 million from the General Fund, and $3.8 million from the Special
Revenue Fund. The Capital Projects Fund had a transfer out of $4.0 million to the Debt Service
Fund. During the fiscal year, the County did not issue any bonds to finance capital projects.

GENERAL FUND BUDGETARY HIGHLIGHTS

General Fund Budget

(in millions)
Original Revised Actual

Revenues:

Taxes $ 487.1 $ 477.4 $ 483.2

Intergovernmental 127.3 130.7 130.7

Other 24.8 25.8 24.2

Total Revenues $ 639.2 $ 633.9 $ 638.1
Expenditures and Other Financing Uses:

Expenditures $ 556.8 % 5814 % 554.0

Other Financing Uses 90.9 90.1 88.6
Total Expenditures

and Other Financing Uses 647.7 671.5 642.6
Change in Fund Balance $ (8.5) $ (37.6) $ (4.5

Expenditures and other financing uses exceeded revenues by $4.5 million in the General Fund for fiscal
year 2010.

Actual General Fund revenues were less than the original budgeted revenues by $3.9 million during fiscal
year 2010. This decrease is attributable in part to decreased collections of other local taxes such as business



license and bank franchise tax revenues, which account for $3.9 million of the decrease. Actual revenue
collections exceeded the revised budget by $5.2 million. Actual General Fund expenditures were less than
the original budget by $2.8 million, and less than the revised budget by $27.4 million.

During fiscal year 2010, the County Board of Supervisors amended the budget six times. These budget
amendments or supplemental appropriation resolutions were primarily for the following purposes:

e To reappropriate monies to pay for continuing programs whose fiscal year extended beyond June
30, 20009.

e To reappropriate grant revenues authorized in fiscal year 2009 or earlier, but not expended or
encumbered as of June 30, 2009.

e To appropriate grants or donations accepted or adjusted in fiscal year 2010.
e To appropriate funds for program enhancements, small-scale capital projects or other operational
needs that were not anticipated in the original fiscal year 2010 budget.
CAPITAL ASSETS
At the end of fiscal year 2010, the County’s governmental activities (including Internal Service Funds) had
net capital assets totaling $1,317.4 million, which represents a net increase of $62.1 million or 4.9 percent
over the previous fiscal year-end balance. In the County of Henrico, infrastructure assets include roads,

bridges, and water and wastewater systems.

Capital Assets

(in millions)
Governmental Business-type Component
Activities Activities Total Units
2009 2010 2009 2010 2009 2010 2009 2010

Non-Depreciable Assets:

Land $ 3420 $ 3429 $ 171 $ 172 $ 3591 $ 3601 $ 412 $ 419

Construction in Progress 168.2 195.1 91.0 56.5 259.2 251.6 254 16.1
Other Capital Assets:

Building 607.5 644.5 3234 3314 930.9 975.9 243.6 247.2

Infrastructure 529.3 554.7 842.8 922.2 1,372.1 1,476.9 - -

Equipment 141.0 151.7 111.8 115.2 252.8 266.9 128.1 160.9

Improvements other than

Buildings 33.2 35.9 3.7 3.7 36.9 39.6 24.0 26.6

Accumulated Depreciation
On Other Capital Assets (565.9) (607.4) (351.9) (378.4) (917.8) (985.8) (232.1) (255.4)
Total $ 12553 $ 13174 $ 10379 $ 1,067.8 $ 22932 $ 23852 $ 2302 $ 2373

The business-type activities capital assets grew by $29.9 million to $1,067.8 million, an increase of 2.9
percent over the previous fiscal year. The County’s business-type activities are made up of the County’s
water and sewer activities and the County-owned golf course.
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The component unit’s capital assets increased by $7.1 million to $237.3 million, an increase of 3.1 percent
over the previous fiscal year. The School Board accounted for the major portion of the net decrease. More
detailed information about the County’s capital assets is presented in Note 6 to the financial statements.

LONG-TERM DEBT

On August 27, 2009, the County issued through the Economic Development Authority of Henrico County,
Virginia, (the “Authority’s) $10,210,000 Governmental Projects Lease Revenue Refunding Bonds, Series
2009A, to refund a portion of the Authority’s Series 1996 and 1998 Lease Revenue Bonds; and
$26,215,000 Public Facility Lease Revenue Refunding Bonds, Series 2009B to refund a port of the
Authority’s Series 1999 Public Lease Revenue Refunding Bonds. The interest rate on the Series 2009A
Refunding Bonds ranges between 2.00% and 3.25%, with a Total Interest Cost (TIC) of 2.54% and final
maturity date of June 1, 2018. The interest rate on the Series 2009B Refunding Bonds ranges between
3.00% and 5.00%, with a TIC of 3.03% and final maturity date of June 1, 2018.

On December 22, 2009, the County issued Water and Sewer System Refunding Revenue Bonds, Series
2009A, in the amount of $22,915,000; and Water and Sewer System Revenue Bonds, Series 2009B
(Taxable-Recovery Zone Economic Development Bonds), in the amount of $9,800,000. The proceeds of
Series 2009A were used to advance refund the Water and Sewer System Revenue Note, Subordinate
Series1997 (Variable Rate Demand/Fixed Rate Water and Sewer System Revenue Bonds, Series 1997). The
proceeds of Series 2009B will be used to finance improvements, additions and extension to Water and
Sewer System of the County in areas designated as economic recovery zones. Regarding the Series 2009A
Bonds, the County Water and Sewer System reduced its aggregate debt service by $44.4 million over the
next 20 years and obtained an economic gain of $35.8 million. The interest rates on the Series 2009A Bonds
ranged between 2% and 5%, with a TIC of 3.57% and final maturity date May 1, 2028. The interest rates on
the Series 2009B Bonds ranged between 5.85% and 6.15%, with a TIC of 3.39% and final maturity of May
1, 2036.

On May 3, 2010, the County issued the County’s General Obligation Refunding Bonds, Series 202010 (the
“Bonds™), in the amount of $119,735,000. The Bonds proceeds will be used to refund, prior to maturity,
portions of the following bonds: General Obligation Public Improvement Bonds Series 2004, 2005, 2008
and 2008A and General Obligation Public Improvement and Refunding Bonds Series 2003. The County
reduced its aggregate debt services payments by approximately $3.90 million over the next 15 years and
obtained an economic gain of $6.50 million. The interest rates on the Bonds ranged between 3.00% and
5.00%, with a TIC of 3.08% and final maturity of July 15, 2025.

In March 2005, the County voters authorized the issuance of $349.3 million of general obligation bonds.
These bonds will provide financing for future public improvements, including County and School facilities.
To date the County has issued $196.2 million of the voter approved bonds, with $153.1 million in bonds
approved but not issued. Subsequent to June 30, 2010, the County issued an additional $72.2 million which
will reduce the amount of approved but not issued to $80.2 million.

At the end of fiscal year 2010, the County had $420.7 million in outstanding General Obligation Bonds, a
decrease of $38.1 million, or 8.3 percent, from last fiscal year. More detailed information about the
County’s long-term liabilities is presented in Note 7 to the financial statements.

During 2010, Moody’s Investors Services, Inc., Standard & Poor’s (S&P) and Fitch rating agencies, all
reaffirmed the County of Henrico’s triple-AAA bond rating, in connection with the issuance of the general
obligation bonds previously described. The County received AAA bond ratings from both Moody’s and
S&P for the first time in 1977. In 1998, Fitch IBCA bestowed a AAA rating on the County.
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Subsequent to June 30, 2010, on July 20, 2010, the County issued General Obligation Public Improvement
Bonds, Series 2010A in the amount of $72,205,000. The proceeds will be used to finance school capital
improvement projects, along with various County capital improvement projects. The interest rates range
between 2.00% and 5.00%, with a TIC of 3.07% and final maturity of August 1, 2030.

ECONOMIC FACTORS

According to the Virginia Employment Commission, as of June 30, 2010, the County had a net increase of
11,487 jobs since 2000, resulting in total employment of 154,233. The County’s unemployment rate, which
was reported at 7.0 percent as of June 30, 2010, was slightly lower than that posted for the state (7.1
percent) and well below the federal rate (9.6 percent) as of June 30, 2010. As of 2008 (the latest data
available from the U.S. Bureau of Economic Analysis), the County’s per capita income of $45,911
registered higher than both the national average of $40,166 and the Commonwealth of Virginia average of
$44,075.

OTHER INFORMATION

During fiscal year 2008, the County joined the Virginia Pooled OPEB Trust Fund, an irrevocable trust
established for the purpose of accumulating assets to fund postemployment benefits other than pensions.
For the year ended June 30, 2010, the County contributed $9.4 million which fully funded the Annual
Required Contribution (ARC) of $9.4 million and resulted in a Net OPEB Asset of $6.6 million. More
detailed information about the County’s OPEB Plan is presented in Note 11 to the financial statements.

Funds of the Primary Government are invested in accordance with the County’s Investment Guidelines
which were created by the Director of Finance and the County’s Investment Committee to ensure the
effective management of the day-to-day investment activity of the County. The objective of these
guidelines is to obtain the highest possible yield on available financial resources, within the constraints
imposed by safety objectives, cash flow considerations and the laws of the Commonwealth of Virginia that
restrict the placement of public funds.

At June 30, 2010, the County’s investment portfolio amounted to $471.0 million, and contained obligations
of the United States and agencies thereof, high quality municipal bonds and prime commercial paper. The
County’s investment strategy during fiscal year 2009 remained unchanged, with the exception of the
addition of prime commercial paper. While maintaining a very conservative strategy has resulted in reduced
yields, County did not experience any significant adverse decline in the fair value of the County’s
investment and cash equivalents. More detailed information about the County’s investments is presented in
Note 2 to the financial statements.

CONTACTING THE COUNTY’S FINANCIAL MANAGEMENT

This financial report is designed to provide our residents, taxpayers, customers, investors and creditors with
a general overview of the County’s finances and to demonstrate the County’s accountability for the funds it
receives. Questions concerning this report or requests for additional financial information should be
directed to the Director of Finance, P.O. Box 90775, Henrico, VA 23273-0775. Additional financial
information can be found on our web-site www.co.henrico.va.us.
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Assets:

Cash and temporary investments

Receivables, net

Due from other governments

Internal balances

Due from component unit
Due from primary government

Inventories
Prepaids

Other assets
Restricted cash
Capital Assets:

Land and construction in progress
Other capital assets, net
Capital assets, net

Total Assets

COUNTY OF HENRICO, VIRGINIA

STATEMENT OF NET ASSETS Exhibit 1
AS OF JUNE 30, 2010
Primary Government
Governmental Business-Type Component
Activities Activities Total Units
$ 550,278,764 $  83,058.432 $ 633,337,196 $ 27,511,449
20,857,139 21,654,202 42,511,341 -
36,640,493 6,788 36,647,281 12,197,063
(4,882,944) 4,882,944 - -
534,144 - 534,144 -
- - - 9,916,378
712,193 1,253,267 1,965,460 -
- 20,000 20,000 -
9,217,033 8,053,889 17,270,922 543,721
- 37,206,921 37,206,921 59,226
538,078,762 73,778,101 611,856,363 58,041,727
779,337,327 994,080,514 1,773,417,841 179,298,628
1,317,416,089 1,067,858,615 2,385,274,704 237,340,355

$ 1,930,772,911

$ 1,223,995,058

$ 3,154,767,969

$ 287,568,192

Liabilities:

Accounts payable $ 51,090,946 $ 10,972,441 $ 62,063,387 $ 4,993,091
Deposits payable - 753,199 753,199 -
Accrued liabilities 23,948,269 2,274,519 26,222,788 -
Amounts held for others 6,795,881 - 6,795,881 1,116,414
Unearned revenues 17,971,261 18,086,618 36,057,879 4,680,574
Due to primary government - - - 534,144
Due to component units 9,916,378 - 9,916,378 -
Long-term liabilities due within one year 65,579,222 7,189,628 72,768,850 16,072,081
Long-term liabilities due in more than one year 475,964,921 181,992,100 657,957,021 17,934,838

Total Liabilities $ 651,266,878 $ 221,268,505 $ 872,535,383 $ 45,331,142

Net Assets:

Invested in capital assets, net of related debt

Restricted for:

Highways, Streets, and Buildings

Debt service
Restricted Grants

Unrestricted net assets

Total Net Assets

The accompanying notes to the financial statements are an integral part of these financial statements.

$ 921,622,977

86,705,294
38,006,004
29,488,015

203,683,743

$ 909,604,273

16,703,903

76,418,377

$ 1,831,227,250

86,705,294
54,709,907
29,488,015

280,102,120

$ 213,525,705

2,396,622
26,314,723

$ 1,279,506,033

$ 1,002,726,553

$ 2,282,232,586

$ 242,237,050
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COUNTY OF HENRICO, VIRGINIA
STATEMENT OF ACTIVITIES
FOR THE FISCAL YEAR ENDED JUNE 30, 2010

Functions/Programs

Program Revenues

Charges for
Expenses Services

Operating
Grants and
Contributions

Capital
Grants and
Contributions

Primary government:
Governmental Activities:

General government $ 102,595,364 $ 15,207,064 $ 809,483 $ -
Judicial administration 10,943,123 80,737 5,067,242 -
Public safety 165,025,697 2,764,771 27,230,830 -
Public works 77,784,866 13,741,102 37,797,615 -
Health and welfare 67,543,340 9,644,761 32,008,253 -
Education 193,146,100 - - -
Parks, recreation and culture 35,204,435 1,444,271 205,497 -
Community development 25,427,515 546,967 8,754,980 -
Interest on long-term debt 27,697,172 - - -
Total Governmental Activities 705,368,212 43,429,673 111,873,900 -
Business-type activities:
Water and Sewer 87,290,352 88,428,433 - 17,791,192
Belmont Park Golf Course 1,236,973 868,004 - -
Total Business-type Activities 88,527,325 89,296,437 - 17,791,192
Total Primary Government $ 793,895,537 $ 132,726,110 $ 111,873,900 $ 17,791,192
Component Units:
School Board $ 468,174,506 $ 8,981,072 $ 258,298,044 $ -
James River Juvenile Detention Commission 5,158,925 4,484,859 - 103,570
Total Component Units $ 473,333,431 $ 13,465,931 $ 258,298,044 $ 103,570

General Revenues:
Taxes:
Property
Local sales and use
Business licenses
Hotel and motel
Bank franchise
Other
Interest and investment earnings
Grants and contributions
Recovered costs
Miscellaneous
Payment from Primary Government
Total general revenues

Change in net assets
Net Assets at June 30, 2009

Net Assets at June 30, 2010

The accompanying notes to the financial statements are an integral part of these financial statements.
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Exhibit 2

Net (Expenses) Revenues and Changes in Net Assets

Governmental Business-Type Component
Activities Activities Total Units

$ (86,578,817) $ - $ (86,578817) $ -
(5,795,144) - (5,795,144) -
(135,030,096) - (135,030,096) -
(26,246,149) - (26,246,149) -
(25,890,326) - (25,890,326) -
(193,146,100) - (193,146,100) -
(33,554,667) - (33,554,667) -
(16,125,568) - (16,125,568) -
(27,697,772) - (27,697,772) -
(550,064,639) - (550,064,639) -
- 18,929,273 18,929,273 -
- (368,969) (368,969) -
- 18,560,304 18,560,304 -

$ (550,064,639) $ 18,560,304 $ (531,504,335) $ -

$ -3 -3 - $ (200,895,390)
- - - (570,496)

$ - 3 - 3 - $ (201,465,886)
$ 366202545 $ - $ 366202545 $ -
53,256,396 - 53,256,396 -
27,313,048 - 27,313,048 -
9,005,457 - 9,005,457 -
14,579,141 - 14,579,141 -
17,069,411 - 17,069,411 -
4,656,317 645,435 5,301,752 23,525
61,237,531 661,231 61,898,762 -
2,154,473 - 2,154,473 297,781
1,707,036 4,262,366 5,969,402 680,184

- - - 193,575,178

$ 557,181,355 $ 5569032 $ 562,750,387 $ 194,576,668

$ 7,116,716 $ 24,129,336  $ 31,246,052 $  (6,889,218)

1,272,389,317 978,597,217 2,250,986,534 249,126,268

$ 1,279,506,033  $1,002,726,553 $ 2,282,232,586 $ 242,237,050
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Assets:
Cash and temporary investments
Receivables, net
Due from other governmental units
Due from component unit
Due from other funds
Advance to other fund
Total Assets

Liabilities:
Accounts payable
Accrued liabilities
Amounts held for others
Unearned revenues
Due to component units
Due to other funds

Total liabilities

Fund Balances:
Reserved for:
Advance to other fund
Encumbrances
Unreserved, reported in:
Designated
Undesignated

Total fund balances

Total Liabilities and Fund Balances

COUNTY OF HENRICO, VIRGINIA

BALANCE SHEET Exhibit 3
GOVERNMENTAL FUNDS
JUNE 30, 2010
Total
General Special Debt Capital Governmental
Fund Revenue Service Projects Funds
$ 273,351,437 $ 32,245,017 $ 6,574,377 $ 202,473,781 $§ 514,644,612
18,471,389 2,380,180 - - 20,851,569
31,377,280 4,378,422 - 884,791 36,640,493
534,144 - - - 534,144
455,316 - - - 455,316
112,500 - - - 112,500
$ 324,302,066 $ 39,003,619 $ 6,574,377 $ 203,358,572 $ 573,238,634
$ 44,752,608 1,443,237 $ - 8 1,568,091 $ 47,763,936
9,367,678 2,189,369 78,373 7,450,101 19,085,521
6,685,347 110,534 - - 6,795,881
20,632,176 5,772,464 - - 26,404,640
- - - 9,916,378 9,916,378
- - - 5,450,760 5,450,760
81,437,809 9,515,604 78,373 24,385,330 115,417,116
112,500 - - - 112,500
4,298,495 5,154,748 - 64,401,554 73,854,797
101,927,263 24,333,267 6,496,004 114,571,688 247,328,222
136,525,999 - - - 136,525,999
242,864,257 29,488,015 6,496,004 178,973,242 457,821,518
$ 324,302,066 $ 39,003,619 $ 6,574,377 $ 203,358,572
Adjustments for the Statement of Net Assets:
Capital assets used in government activities are not current financial resources
and therefore are not reported as assets in the governmental funds. (Note 6) §  1,304,369,702
Deferred revenue that has not been recognized in the current period and
therefore is reported as liabilities in the governmental funds. (Note 3) 8,433,379
Long-term liabilities, including bonds payable, are not due and payable in the
current period and therefore are not reported as liabilities in the governmental
funds. (Note 7) (541,253,309)
Accrued interest on bonds payable, is not due and payable in the current period
and therefore is not reported as liabilities in the governmental funds. (4,862,748)
Other assets reported in governmental activities are not deferred and recorded
as assets in the governmental funds. 9,203,167
Internal service funds are used by management to charge the costs of equipment
replacement; and, therefore, the assets and liabilities of the internal service
fund are included in government activities in the Statement of Net Assets. 46,490,257
Internal service fund net profit allocation to business-type activities and
component units is included in the Statement of Net Assets as accounts payable,
but is not included in the governmental funds. (695,933)
Net Assets of Governmental Activities §  1,279,506,033

The accompanying notes to the financial statements are an integral part of these financial statements.
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COUNTY OF HENRICO, VIRGINIA

Revenues:
General property taxes
Other local taxes
Licenses and permits
Fines and forfeitures
Revenue from use of money and property
Charges for services
Miscellaneous
Recovered costs
Intergovernmental

Total Revenues

Expenditures:
Current operating:
General government
Judicial administration
Public safety
Public works
Health and welfare
Parks, recreation, and culture
Community development
Education
Miscellaneous
Debt service:
Principal
Interest and other charges
Capital outlay
Total Expenditures

Excess (deficiency) of revenues
over (under) expenditures

OTHER FINANCING (USES) SOURCES:

Transfers in

Transfers out

Issuance of bonds

Issuance of bond premium

Issuance of capital leases

Payment to escrow agent

Total other financing (uses) sources
Net change in fund balance

Fund Balances - June 30, 2009
Fund Balances - June 30, 2010

STATEMENT OF REVENUES, EXPENDITURES Exhibit 4
AND CHANGES IN FUND BALANCES
GOVERNMENTAL FUNDS
FOR THE FISCAL YEAR ENDED JUNE 30, 2010
Total
General Special Debt Capital Governmental
Fund Revenue Service Projects Funds

$ 365201420 $ 2,242,528 $ -8 - $ 367,443,948
117,979,433 1,811,591 - - 119,791,024
2,665,399 - - - 2,665,399
2,479,558 - - - 2,479,558
4,073,914 1,688,643 - 1,422,943 7,185,500
3,969,228 21,958,951 - - 25,928,179
5,267,322 473,435 538,603 911,235 7,190,595
5,719,756 525,916 - - 6,245,672
130,736,263 27,490,007 - 10,469,188 168,695,458
638,092,293 56,191,071 538,603 12,803,366 707,625,333
61,736,540 6,272,278 - - 68,008,818
10,057,724 875,075 - - 10,932,799
156,450,759 5,345,977 - - 161,796,736
41,496,274 11,196,800 - - 52,693,074
24,099,901 37,532,445 - - 61,632,346
30,572,218 67,055 - - 30,639,273
19,317,188 6,298,218 - - 25,615,406
189,916,306 - - 2,978,651 192,894,957
20,116,363 - 1,092,365 - 21,208,728
257,421 17,870 34,880,000 - 35,155,291

25,749 1,367 20,098,143 - 20,125,259

- - - 100,065,682 100,065,682

554,046,443 67,607,085 56,070,508 103,044,333 780,768,369
84,045,850 (11,416,014) (55,531,905) (90,240,967) (73,143,036)

- 18,989,929 53,531,905 23,980,870 96,502,704
(88,649,004) (3,853,700) - (4,000,000) (96,502,704)

- - 156,160,000 - 156,160,000

- - 21,306,824 - 21,306,824

139,814 - - - 139,814
- - (176,392,364) - (176,392,364)

(88,509,190) 15,136,229 54,606,365 19,980,870 1,214,274
(4,463,340) 3,720,215 (925,540) (70,260,097) (71,928,762)
247,327,597 25,767,800 7,421,544 249,233,339 529,750,280

$ 242,864,257 $ 29,488,015 $ 6,496,004 $ 178,973,242 $ 457,821,518

Adjustments for the Statement of Activities:

Net change in fund balances - total governmental funds

Repayment of bond principal is reported as an expenditure in the governmental
funds, but the repayment reduces long-term liabilities in the Statement of Net Assets.

Revenues in governmental funds that do provide current financial resources are
not reported as revenues in the Statement of Activities. (Note 3)

Governmental funds report capital outlays as expenditures while governmental
activities capitalize those outlays to allocate those expenditures over the asset life.

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

Depreciation expense is reported in the Statement of Activities but is not

reported as an expense in the governmental funds. (Note 6)

Interest expense on bonds payable, is not due and payable in the current period
and therefore is not reported as expenses in the governmental funds. (Note 7)

Debt proceeds are recorded as revenues in governmental funds, but are not

reported as revenues in the Statement of Activities

Payment to escrow is recorded as an expenditure in the governmental funds, but is
not reported as an expense in the Statement of Activities

Internal service funds charge the costs of maintenance and healthcare services to
governmental funds and are a reduction of expenses in the Statement of Activities

Internal service fund revenues not recorded in the governmental funds.

Change in Net Assets of Governmental Activities

The accompanying notes to the financial statements are an integral part of these financial statements.
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$  (71,928,762)

35,155,291

(10,676,424)

108,050,015

(1,915,966)

(46,006,393)

(7,572,513)

(177,606,638)

176,392,364

3,100,252
125,490

$ 7,116,716




ASSETS:

Current assets:
Cash and cash equivalents
Receivables, net
Due from other funds

Due from other governments
Inventories
Other assets
Restricted cash
Total current assets

Noncurrent assets:
Other assets
Capital Assets:
Land and construction in progress
Other capital assets, net
Capital assets, net
Total non-current assets

Total Assets

LIABILITIES:

Current liabilities:
Accounts payable
Deposits payable
Due to other fund
Accrued liabilities
Unearned revenues

Long-term liabilities due within one year

Total current liabilities

Noncurrent liabilities:
Advance from other funds

Long-term liabilities due in more than one year

Total non-current liabilities

Total liabilities

Net Assets:

Invested in capital assets, net of related debt

Restricted for debt service
Unrestricted net assets

Total net assets

Total Liabilities and Net Assets

COUNTY OF HENRICO, VIRGINIA

STATEMENT OF NET ASSETS Exhibit 5
PROPRIETARY FUNDS
JUNE 30, 2010
Business Type Activities - Enterprise Funds Internal
Water and Belmont Park Service
Sewer Revenue Golf Course Total Funds
$ 83,058,432 % - % 83,058,432 $ 35,634,152
21,654,202 - 21,654,202 5,570
5,450,760 - 5,450,760 -
6,788 - 6,788 -
1,253,267 - 1,253,267 712,193
20,000 - 20,000 13,866
37,206,921 - 37,206,921 -
148,650,370 - 148,650,370 36,365,781
8,052,609 1,280 8,053,889 -
73,527,610 250,491 73,778,101 -
992,379,797 1,700,717 994,080,514 13,046,387
1,065,907,407 1,951,208 1,067,858,615 13,046,387
1,073,960,016 1,952,488 1,075,912,504 13,046,387
$ 1,222,610,386 $ 1,952,488 $ 1,224,562,874 $ 49,412,168
$ 10,929,121 % 43320 $ 10,972,441 $ 2,631,077
753,199 - 753,199 -
- 455,316 455,316 -
2,250,034 24,485 2,274,519 -
18,086,618 - 18,086,618 -
7,168,768 20,860 7,189,628 202,077
39,187,740 543,981 39,731,721 2,833,154
- 112,500 112,500 -
181,966,144 25,956 181,992,100 88,757
181,966,144 138,456 182,104,600 88,757
221,153,884 682,437 221,836,321 2,921,911
907,653,065 1,951,208 909,604,273 13,046,387
16,703,903 - 16,703,903 -
77,099,534 (681,157) 76,418,377 33,443,870
1,001,456,502 1,270,051 1,002,726,553 46,490,257
$1,222,610,386 $ 1,952,488 $ 1,224,562,874 $ 49,412,168

The accompanying notes to the financial statements are an integral part of these financial statements.
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COUNTY OF HENRICO, VIRGINIA

STATEMENT OF REVENUES, EXPENSES Exhibit 6
AND CHANGES IN NET ASSETS
PROPRIETARY FUNDS
FOR THE FISCAL YEAR ENDED JUNE 30, 2010
Business Type Activities - Enterprise Funds Internal
Water and Belmont Park Service
Sewer Revenue Golf Course Total Funds
Operating Revenues:
Charges for services:
Water system $ 40,431,635 - 40,431,635 $ -
Sewer system 41,598,787 - 41,598,787 -
Golf course fees - 868,004 868,004 -
Interdepartmental charges - - - 20,908,657
Contributions - - - 70,558,141
Other 629,408 67,722 697,130 90,937
Total operating revenues 82,659,830 935,726 83,595,556 91,557,735
Operating Expenses:
Purchased services 10,386,111 52,679 10,438,790 -
Utility charges 4,745,601 42,916 4,788,517 114,479
Personnel services and benefits 16,769,296 577,984 17,347,280 69,641,119
Professional services 10,145,321 130,966 10,276,287 64,883
Materials and supplies 6,208,063 207,085 6,415,148 12,230,399
Maintenance and repairs 1,743,855 30,933 1,774,788 2,448,489
Other expenses 4,267,702 76,456 4,344,158 2,148,921
Depreciation 28,504,767 117,954 28,622,721 1,943,449
Total operating expenses 82,770,716 1,236,973 84,007,689 88,591,739
Operating income (loss) (110,886) (301,247) (412,133) 2,965,996
Nonoperating Revenues (Expenses):
Investment income 645,435 - 645,435 75,473
Connection fees 6,398,011 - 6,398,011 -
Contributions 661,231 - 661,231 -
Interest expense (4,519,636) - (4,519,636) -
Other 3,565,236 - 3,565,236 90,788
Total nonoperating revenues (expenses) 6,750,277 - 6,750,277 166,261
Income (loss) before capital contributions 6,639,391 (301,247) 6,338,144 3,132,257
Capital contributions - donated assets 17,791,192 - 17,791,192 -
Change in net assets 24,430,583 (301,247) 24,129,336 3,132,257
Total Net Assets - June 30, 2009 977,025,919 1,571,298 978,597,217 43,358,000
Total Net Assets - June 30, 2010 $ 1,001,456,502 1,270,051 $ 1,002,726,553 $ 46,490,257

The accompanying notes to the financial statements are an integral part of these financial statements.
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COUNTY OF HENRICO, VIRGINIA

STATEMENT OF CASH FLOWS Exhibit 7
PROPRIETARY FUNDS
FOR THE FISCAL YEAR ENDED JUNE 30, 2010
Business Type Activities - Enterprise Funds Internal
Water and Belmont Park Service
Sewer Revenue Golf Course Total Funds
Cash Flows From Operating Activities:

Receipts from customers $ 79,343,105 $ 935,726 $ 80,278,831 $ 91,469,803

Payments to suppliers (30,884,310) (376,675) (31,260,985) (82,844,001)

Payments to employees (19,649,926) (553,628) (20,203,554) (3,558,064)

Net cash provided by operating activities 28,808,869 5,423 28,814,292 5,067,738
Cash Flows From Capital and Related Financing Activities:

Purchase of assets (39,728,577) (5,423) (39,734,000) (1,597,560)

Proceeds from sale of capital assets 56,660 - 56,660 227,737

Connection fees paid by contractors 8,882,853 - 8,882,853 -

Debt service contributions 661,231 - 661,231 -

Contributions 6,283,536 - 6,283,536 -

Issuance of bonds 34,420,000 34,420,000 -

Interest paid on bonds (7,949,587) - (7,949,587) -

Payment to escrow agent (24,620,000) - (24,620,000) -

Principal paid on bonds (6,780,000) - (6,780,000) -

Net cash used in capital and related
financing activities (28,773,884) (5,423) (28,779,307) (1,369,823)
Cash Flows From Investing Activities:

Investment income received 645,435 - 645,435 75,473
Net Increase in Cash 680,420 - 680,420 3,773,388
Cash and Cash Equivalents - June 30, 2009 119,584,933 - 119,584,933 31,860,764
Cash and Cash Equivalents - June 30, 2010 $ 120,265,353 $ - $ 120,265,353 $ 35,634,152
Reconciliation of Operating Income (Loss) to Net Cash

Provided by Operating Activities:

Operating income (loss) $ (110,886) $ (301,247)  $ (412,133)  $ 2,965,996
Adjustments to reconcile operating income (loss) to
net cash provided by operating activities:
Depreciation 28,504,767 117,954 28,622,721 1,943,449
(Increase) decrease in accounts receivable (2,034,220) - (2,034,220) 505
Increase in inventories (149,392) - (149,392) (14,068)
Decrease in other assets - - - 15,991
Increase in accounts payable 3,820,642 15,437 3,836,079 165,191
Decrease in deposits payable (198,798) - (198,798) -
Increase in due to other fund - 164,587 164,587 -
(Decrease) increase in other liabilities (40,822) 8,692 (32,130) (9,326)
Decrease in deferred revenues (982,422) - (982,422) -
Net cash provided by operating activities $ 28,808,869 $ 5,423 $ 28,814,292 $ 5,067,738
Reconciliation to Cash and Cash Equivalents
on the Statement of Net Assets:
Cash and cash equivalents $ 83,058,432 $ -9 83,058,432 $ 35,634,152
Restricted cash and cash equivalents 37,206,921 - 37,206,921 -
Cash - June 30, 2010 $ 120,265,353 $ - § 120,265,353 $§ 35,634,152

Supplemental disclosure of noncash investing and financing activities:

The Water and Sewer Fund received donated assets in the form of infrastructure provided by developers of
new subdivisions throughout the County. The value of the assets received during the year was $17,791,192.

The accompanying notes to the financial statements are an integral part of these financial statements.
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Assets:
Cash and cash equivalents
Total Assets

Liabilities:
Amounts held for others
Accounts payable
Total Liabilities

The accompanying notes to the financial statements are an integral part of these financial statements.

COUNTY OF HENRICO, VIRGINIA
STATEMENT OF NET ASSETS
FIDUCIARY NET ASSETS

JUNE 30, 2010

Agency
Funds
$ 1,201,531
5 LOLST
$ 1,201,358
173
5 1201531
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COUNTY OF HENRICO, VIRGINIA

Assets:
Cash and cash equivalents
Restricted cash
Due from primary government
Due from other governmental units
Other assets
Total current assets

Capital assets:
Land and construction in progress
Other capital assets, net
Capital assets, net

Total Assets

Liabilities:
Accounts payable
Amounts held for others
Unearned revenues
Due to primary government
Long-term liabilities due within one year
Total current liabilities

Long-term liabilities due in more than one year
Total liabilities

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

Total net assets

Total Liabilities and Net Assets

STATEMENT OF NET ASSETS Exhibit 9
COMPONENT UNITS
JUNE 30, 2010
James River
School Juvenile Detention

Board Commission Total
$ 23,907,083 $ 3,604,366 $ 27,511,449
- 59,226 59,226
9,916,378 - 9,916,378
12,097,139 99,924 12,197,063
529,607 14,114 543,721
46,450,207 3,777,630 50,227,837
58,011,727 30,000 58,041,727
172,016,836 7,281,792 179,298,628
230,028,563 7,311,792 237,340,355
$ 276,478,770 $ 11,089,422 $ 287,568,192
$ 4799647 $ 193,444 $ 4,993,091
1,116,414 - 1,116,414
4,679,694 880 4,680,574
- 534,144 534,144
15,438,044 634,037 16,072,081
26,033,799 1,362,505 27,396,304
14,969,132 2,965,706 17,934,838
41,002,931 4,328,211 45,331,142
209,691,462 3,834,243 213,525,705
2,311,971 84,651 2,396,622
23,472,406 2,842,317 26,314,723
235,475,839 6,761,211 242,237,050
$ 276,478,770 $ 11,089,422 $ 287,568,192

The accompanying notes to the financial statements are an integral part of these financial statements.
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Governmental Activities:

School Board:
Instructional

Total School Board
Business-Type Activities:

James River Juvenile
Detention Commission

Total Component Units

COUNTY OF HENRICO, VIRGINIA
STATEMENT OF ACTIVITIES

COMPONENT UNITS
FOR THE FISCAL YEAR ENDED JUNE 30, 2010

Exhibit 10

Program Revenues

Net (Expenses) Revenues and
Changes in Net Assets

Operating Capital
Charges for Grants and Grants and School

Expenses Services Contributions  Contributions Board JRJIDC Total
$ 468,174506 $ 8,981,072 $ 258,298,044 $ - $(200,895,390) $ - $(200,895,390)
468,174,506 8,981,072 258,298,044 - (200,895,390) - (200,895,390)
5,158,925 4,484,859 - 103,570 - (570,496) (570,496)
$ 473333431 $ 13465931  $ 258,298,044 $ 103,570  $(200,895,390) $ (570,496) $(201,465,886)

General revenues:

Interest and investment earnings $ -3 23525 % 23,525
Recovered costs 297,781 - 297,781
Miscellaneous 680,184 - 680,184
Payment from Primary Government 192,894,957 680,221 193,575,178
Total general revenues $ 193,872,922 $ 703,746 $ 194,576,668
Change in net assets $ (7,022,468) $ 133250 $ (6,889,218)
Net Assets at June 30, 2009 242,498,307 6,627,961 249,126,268
Net Assets at June 30, 2010 $ 235,475,839  $ 6,761,211 $ 242,237,050

The accompanying notes to the financial statements are an integral part of these financial statements.
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COUNTY OF HENRICO, VIRGINIA
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2010

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting and reporting policies of the County of Henrico, Virginia ("County") conform to U.S. generally
accepted accounting principles (“GAAP”) applicable to governmental units promulgated by the Governmental
Accounting Standards Board ("GASB"). The following is a summary of the County's more significant accounting
policies:

A

Reporting Entity

The County implemented GASB Statement No. 34 - Basic Financial Statements — and Managements Discussion
and Analysis — for State and Local Governments for the fiscal year ended June 30, 2002. GASB Statement No.
34 requires the following components to the financial statements:

Management’s Discussion and Analysis - GASB Statement No. 34 requires that financial statements be
accompanied by a narrative introduction and analytical overview of the County’s financial activities in the
form of a “management’s discussion and analysis” (“MD&A”). This analysis is similar to the analysis the
private sector provides in their annual reports.

Government-wide Financial Statements - The reporting model includes financial statements prepared
using full accrual accounting for all of the County’s activities. This approach includes not just current
assets and liabilities (such as cash and accounts payable) but also capital assets and long-term liabilities
(such as buildings and infrastructure, including bridges and roads, and general obligation debt). Accrual
accounting also reports all of the revenues and cost of providing services each year, not just those
received or paid in the current year or soon thereafter.

Statement of Net Assets - The Statement of Net Assets is designed to display the financial position
of the primary government (government and business-type activities) and its discretely presented
component units. The County reports all capital assets, including infrastructure, net of
accumulated depreciation in the government-wide Statement of Net Assets and reports
depreciation expense — the cost of “using up” capital assets — in the Statement of Activities. The
net assets of the County are broken down into three categories: 1) investment in capital assets, net
of related debt; 2) restricted net assets; and 3) unrestricted net assets.

Statement of Activities - The government-wide Statement of Activities reports expenses and
revenues in a format that focuses on the cost of the County’s functions. The expense of individual
functions is compared to the revenues generated directly by the function (for instance, through user
charges or intergovernmental grants).

Required Supplementary Information - Budgetary Comparison Schedules - Demonstrating compliance
with the adopted budget is an important component of the County’s accountability to the public. Many
citizens participate in one way or another in the process of establishing the annual operating budgets of
state and local governments, and have a keen interest in following the actual financial progress of their
governments over the course of the year. Many governments revise their original budgets over the course
of the year for a variety of reasons. Under GAAP, governments provide budgetary comparison
information in their annual reports by disclosing the government’s original budget to the current
comparison of final budget and actual results.

As required by GAAP, these financial statements present the primary government and its component units,
entities for which the government is considered to be financially accountable. Blended component units,
although legally separate entities, are, in substance, part of the government’s operations and so data from these
units are combined with data of the primary government. The County has no component units that meet the
requirements for blending. The discretely presented component units, on the other hand, are reported in a
separate column in the government-wide statements to emphasize they are legally separate from the primary
government. Each of the County’s discretely presented component unit has a June 30 fiscal year-end.
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COUNTY OF HENRICO, VIRGINIA
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2010

In accordance with GAAP, the County has presented those entities which comprise the reporting entity (the
primary government and discretely presented component units) in the government-wide statements.

Discretely Presented Component Units:

School Board

The County of Henrico School Board (“School Board”) is a legally separate organization providing
elementary and secondary education to residents within the County's jurisdiction and is fiscally dependent
on the County, receiving more than 50 percent of its funding from the County. The nature and
significance of the relationship between the County and the School Board is such that excluding the
School Board would cause the County’s financial statements to be misleading and incomplete. The
School Board does not prepare a separate financial report.

James River Juvenile Detention Commission

The James River Juvenile Detention Commission (“JRJDC” or “Commission”) is a separate organization
established to provide a juvenile detention facility for the Counties of Goochland, Henrico and Powhatan.
There are five voting members of the Commission, of which three members represent the County and one
each represents the Counties of Goochland and Powhatan. Their respective county boards appoint the
five Commission members. The Commission is financially dependent on the member jurisdictions. The
operating costs are allocated among the member jurisdictions based on proportionate usage. Complete
financial statements for the Commission may be obtained from the JRIDC Chairman George T.
Drumwright, Jr., P.O. Box 90775, Henrico, VA 23273.

Joint VVenture:

Capital Region Airport Commission

The Capital Region Airport Commission is an intergovernmental joint venture and issues separate
financial statements. The required information regarding the joint venture is presented in Note 18.

Greater Richmond Convention Center Authority

The Greater Richmond Convention Center Authority is an intergovernmental joint venture and issues
separate financial statements. The required information regarding the joint venture is presented in Note
18.

Government-wide and Fund Accounting Statements

The basic financial statements include both government-wide (based on the County as a whole) and fund
financial statements. Both the government-wide and fund financial statements (within the basic financial
statements) categorize primary activities as either governmental or business-type. In the government-wide
Statement of Net Assets, both the governmental and business-type activities columns (a) are presented on a
consolidated basis by column, and (b) are reflected on a full accrual, economic resource basis, which
incorporates long-term assets and receivables as well as long-term debt and obligations.

The Statement of Net Assets presents the County’s investment in capital assets, net of related debt, restricted net
assets and unrestricted net assets. Investment in capital assets, net of related debt, consists of net capital assets
less related long-term liabilities. Restricted net assets consist of amounts restricted by external sources related to
capital projects, debt service and amounts received in the Special Revenue Fund. When both restricted and
unrestricted resources are available for use, it is the County’s policy to use restricted resources first, then
unrestricted resources, as they are needed.
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COUNTY OF HENRICO, VIRGINIA
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2010

The government-wide Statement of Activities reflects both the gross and net cost per functional category (e.g.,
public safety, public works, health and welfare, etc.), which are otherwise being supported by general
government revenues (e.g., property taxes, sales and use taxes, certain intergovernmental revenues, fines, permits
and charges, etc.). The Statement of Activities reduces gross expenses (including depreciation) by related
program revenues, operating and capital grants and contributions to determine net costs by function. The
program revenues must be directly associated with the function (e.g., public safety, public works, health and
welfare, etc.) or the business-type activity.

Program revenues include charges to customers or applicants who purchase, use, or directly benefit from the
goods, services, or privileges provided by a given function and grants and contributions that are restricted to
meeting the operation or capital requirements of a particular function or segment. Taxes and other items not
included among program revenues are reported as general revenues. The County does not allocate indirect
expenses. The operating grants include operating-specific and discretionary (either operating or capital) grants
while the capital grants column reflects capital-specific grants.

The governmental funds’ major fund statements in the fund financial statements are presented on a current
financial resource measurement focus and the modified accrual basis of accounting. This is the manner in which
these funds are normally budgeted. Since the governmental fund statements are presented on a different
measurement focus and basis of accounting than the government-wide statements’ governmental column, a
reconciliation is presented which briefly explains the adjustments necessary to reconcile the fund financial
statements with the government-wide financial statements.

The County’s fiduciary funds, which consist of agency funds, are presented in the fund financial statements.
Since by definition these assets are being held for the benefit of a third party (e.g., private parties, long-term
disability participants, etc.) and cannot be used to address activities or obligations of the government, these funds
are not incorporated into the government-wide statements.

The focus of the government-wide model is on the County as a whole and the fund financial statements,
including the major individual funds of the governmental and business-type categories, as well as the fiduciary
funds, (by category) and the component units. Each presentation provides valuable information that can be
analyzed and compared to enhance the usefulness of the information.

In the fund financial statements, financial transactions and accounts of the County are organized on the basis of
funds which are considered to be a separate accounting entity. The operations of each fund are accounted for by
providing a separate set of self-balancing accounts that comprise its assets, liabilities, fund equity, revenues and
expenditures, or expenses, as appropriate. The funds are grouped in the fund financial statements in fund types
as follows:

Governmental Funds:

General Fund

The General Fund accounts for all revenues and expenditures of the County which are not accounted for
in the other funds. Revenues are primarily derived from general property taxes, local sales taxes, license
and permit fees, and revenues received from the Commonwealth of Virginia (“Commonwealth” or
“State”).

A significant part of the General Fund's revenues is used to maintain and operate the general government
or is transferred to other funds principally to fund debt service requirements and capital projects. General
Fund revenues are used to reduce long-term liabilities including claims payable, accrued compensated
absences and pension liabilities. Expenditures include, among other things, those for public safety,
highways and streets, welfare, culture and recreation. The General Fund is considered a major fund for
reporting purposes.
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COUNTY OF HENRICO, VIRGINIA
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2010

Special Revenue Fund

The Special Revenue Fund accounts for the proceeds of specific revenue sources that are legally restricted
to expenditures for specific purposes. A portion of the revenues received in this fund is used to reduce the
landfill liability each year. The Special Revenue Fund is considered a major fund for reporting purposes.

Debt Service Fund

The Debt Service Fund accounts for the accumulation of financial resources for the payment of interest
and principal on all governmental funds’ long-term debt except for accrued compensated absences and
capital lease obligations for equipment, which are paid by the fund incurring such expenditures. Debt
Service Fund resources are derived from transfers from the General Fund. The Debt Service Fund is
considered a major fund for reporting purposes.

Capital Projects Fund

The Capital Projects Fund includes activity for all general government and school related capital projects
which are financed through a combination of proceeds from general obligation bonds and operating
transfers from the General Fund. The Capital Projects Fund is considered a major fund for reporting
purposes.

Proprietary Funds:

Enterprise Funds

Enterprise Funds account for operations that are financed and operated in a manner similar to private
business enterprises, where the intent of the County is that the cost of providing services to the general
public be financed or recovered through charges to users of such services. All assets, liabilities, equities,
revenues, expenses, and payments relating to the government’s business activities are accounted for
through these funds. The measurement focus is on determination of net income, financial position, and
cash flows. Operating revenues include charges for services and are used to pay for compensated
absences, pension costs and other operating expenses. Operating expenses include costs of services, as
well as materials, contracts, personnel, and depreciation. All revenues and expenses not meeting these
definitions are reported as non-operating revenues and expenses.

These funds include the operation, maintenance and construction of the County-owned water and
wastewater (“sewer”) utility (considered a single segment for financial reporting purposes) and the
County-owned Belmont Park Golf Course. These funds are considered to be business-type activities in
the government-wide financial statements.

Internal Service Funds

The Internal Service Funds accounts for the County's Central Automotive Maintenance operations,
Technology Replacement operations and self-funded health insurance fund. Resources for these funds
come from interdepartmental charges. The effect of the interdepartmental activity has been eliminated
from the government-wide financial statements using a net profit allocation method. The excess revenue
for the fund is allocated to the appropriate functional activity within governmental, business-type and
component unit activities. The Internal Service Funds are included in governmental activities for
government-wide reporting purposes. Inter-fund services that are provided and used are not eliminated in
the process of consolidation. External revenues received are reported within governmental activities for
government-wide reporting purposes.
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COUNTY OF HENRICO, VIRGINIA
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2010

Fiduciary Funds:

Agency Funds

Agency Funds account for fiduciary funds administered by the County and are custodial in nature (assets
equal liabilities) and have no measurement focus.

Capital Assets and Long-Term Liabilities

The accounting and reporting treatment applied to the capital assets and long-term liabilities associated with a
fund are determined by its measurement focus. All Governmental Funds are accounted for on a spending or
"financial flow" measurement focus. This means that only current assets and current liabilities are generally
included on their balance sheets. Their reported fund balance (“net current assets”) is considered a measure of
"available resources to be spent”. Governmental Fund operating statements present increases (e.g., revenues and
other financing sources) and decreases (e.g., expenditures and other financing uses) in net current assets.
Accordingly, they are said to present a summary of sources and uses of "available expendable resources" during
a period. Capital assets and long-term 