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ROBINSON, FARMER, COX ASSOCIATES

Certified Public Accountants A Professional limited liability company

INDEPENDENT AUDITORS’ REPORT

TO THE BOARD OF SUPERVISORS
COUNTY OF MIDDLESEX, VIRGINIA

We have audited the accompanying general purpose financial statements and the combining
financial statements of the County of Middlesex, Virginia, as of and for the year ended June 30,
2001, as listed in the table of contents. These financial statements are the responsibility of the
County of Middlesex’s management. Our responsibility is to express an opinion 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, Specifications for Audits of Counties, Cities and Towns issued by the Auditor of
Public Accounts of the Commonwealth of Virginia, and the standards applicable to financial audits
contained in Government Auditing Standards, issued by the Comptroller General of the United
States. 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
examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements. An audit also includes assessing the accounting principles used and 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 opinion.

As described more fully in Note 1, the general purpose financial statements referred to above do
not include a general fixed assets account group which should be included to conform with
accounting principles generally accepted in the United States of America.

In our opinion, except that the omission of the general fixed asset account group described above
results in an incomplete presentation, the financial statements referred to above present fairly, in
all material respects, the financial position of the County of Middlesex, Virginia, as of June 30,
2001, and the results of operations for the year then ended in conformity with generally accepted
accounting principles. Also, in our opinion the combining and individual fund and account group
financial statements referred to above present fairly, in all material respects, the financial position
of each of the individual funds and account groups of the County of Middlesex, Virginia, as of June
30, 2001 and the results of operation of such funds for the year then ended in conformity with
generally accepted accounting principles.

In accordance with Government Auditing Standards, we have also issued our report dated November
15, 2001 on our consideration of the County of Middlesex, Virginia’s internal control over financial
reporting and our tests of its compliance with certain provisions of laws, regulations, contracts and
grants.




Our audit was performed for the purpose of forming an opinion on the financial statements of the
County of Middlesex, Virginia, and on the combining financial statements taken as whole. The
accompanying schedule of expenditures of federal awards is presented for purposes of additional
analysis as required by U.S. Office of Management and Budget Circular A-133, Audits of States,
Local Governments, and Non-Profit Organizations, and other supporting schedules are not a
required part of the financial statements and on the combining financial statements. The
accompanying financial information listed as supporting schedules in table of contents is also
presented for purposes of additional analysis and is not a required part of the financial statements.
Such information has been subjected to the auditing procedures applied in the audit of the
financial statements and on the combining financial statements and, in our opinion, is fairly stated,
in all material respects, in relation to the financial statements of each of the respective individual
funds and account groups taken as a whole.

[Bersonsf Tormg, Oy bzemi

Charlottesville, Virginia
November 15, 2001
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COUNTY OF MIDDLESEX, VIRGINIA

Combined Balance Sheet

All Funds, Account Groups, and Discretely Presented Component Unit

At June 30, 2001

ASSETS AND OTHER DEBITS

Governmental Funds

Special Capital
General Revenue Projects

Assets:
Cash and cash equivalents

Receivables (net of allowances for uncollectibles):

Taxes
Accounts

Due from other funds

Due from component unit

Due from other governmental units

Other debits:

Amount to be provided for the retirement

of general long-term debt

Total assets and other debits

LIABILITIES

$ 4,537,256 $ 328,423 $ 364,333

554,354 - -
56,352 13,901 -
12,180 -

230,781 - -

259,399 - -

$ 5,650,322 $ 342,324 $ 364,333

Accounts payable

Accrued liabilities

Due to other funds

Due to primary government
Amounts held for others
Deferred revenue

General obligation bonds payable
State Literary Fund loan payable
Lease revenue bond payable
Appropriation loan payable
Capital lease obligations
Accrued compensated absences
Retirement incentive costs
Accrued landfill costs

Total liabilities

EQUITY

$ 28,520 $ - $ -

- 12,180 -

562,054 - -

$ 590,574 $ 12,180 $ -

Fund balances:
Unreserved:
Designated:
Capital projects
Subsequent year's expenditures
School construction
Undesignated

Total equity

Total liabilities and equity

$ - $ - 3 364,333
- 330,144 -

5,059,748 - -

$ 5,059,748 $ 330,144 $ 364,333

$ 5,650,322 $ 342,324 $ 364,333

The accompanying notes to financial statements are an integral part of this statement.
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Exhibit 1

Fiduciary Account Totals Totals
Funds Group (Memorandum Component (Memorandum
Trust General Only) Unit Only)

and Long-term Primary School Reporting
Agency Debt Government Board Entity

5,438 $ - 3 5,235,450 $ 12,932,399 $ 18,167,849
- - 554,354 - 554,354

- - 70,253 2,936 73,189
12,180 - 12,180

- - 230,781 - 230,781

- - 259,399 238,860 498,259

- 2,581,626 2,581,626 13,868,736 16,450,362
5,438 $ 2,581,626 $ 8,944,043 $ 27,042,931 $ 35,986,974
- 3 - 3 28,520 $ 84,595 §$ 113,115

- - - 782,631 782,631

- - 12,180 - 12,180

- - - 230,781 230,781
5,438 - 5,438 - 5,438
- - 562,054 - 562,054

- - - 1,945,000 1,945,000

- - - 18,750 18,750

- - - 11,500,000 11,500,000

- 427,015 427,015 - 427,015

- 1,950,862 1,950,862 - 1,950,862

- 158,825 158,825 74,980 233,805

- - - 330,006 330,006

- 44,924 44,924 - 44,924
5,438 $ 2,581,626 $ 3,189,818 $ 14,966,743 $ 18,156,561
- $ - 3 364,333 $ - 3 364,333

- - 330,144 75,629 405,773

- - - 12,000,158 12,000,158

- - 5,059,748 401 5,060,149

- 3 - 3 5,754,225 $ 12,076,188 $ 17,830,413
5,438 $ 2,581,626 $ 8,944,043 $ 27,042,931 $ 35,986,974




COUNTY OF MIDDLESEX, VIRGINIA

Combined Statement of Revenues, Expenditures and Changes in Fund Balances
All Governmental Funds and Discretely Presented Component Unit

Year Ended June 30, 2001

Revenues:
General property taxes
Other local taxes
Permits, privilege fees and regulatory licenses
Fines and forfeitures
Revenue from use of money and property
Charges for services
Miscellaneous
Recovered costs
Intergovernmental:
Commonwealth
Federal

Total revenues

Expenditures:
Current:
General government administration
Judicial administration
Public safety
Public works
Health and welfare
Education
Parks, recreation, and cultural
Community development
Capital projects
Debt service:
Principal retirement
Interest and other fiscal charges

Total expenditures

Excess (deficiency) of revenues over expenditures

Other financing sources (uses):
Loan proceeds
Operating transfers in
Operating transfers out

Operating transfers from/to primary government

Total other financing sources (uses)

Excess (deficiency) of revenues & other
sources over expenditures & other uses

Fund balances at beginning of year

Fund balances at end of year

Governmental Fund Types

General

Special
Revenue

Capital
Projects

$ 6,998,054
1,410,047
175,287

6,347

276,911

116,973

90,151

59,538

1,937,093
487,624

$ -

$ 11,558,025

$ 165,642

$ 1,277

$ 829,811
315,258
3,671,063
1,062,395
1,302,375

4,255

133,088

202,081

54,781

47,847
39,499

@

7,662,453

$ 165,977

©~

3,895,572

$ (164,700)

$ 1,782,700
138,113

(5,183,655)

(97,538)

$ -

(40,575)

$  (3,262,842)

$ (97,538) $

(40,575)

$ 632,730

4,427,018

$ 68,104

262,040

$ (205,275)

569,608

$ 5,059,748

$ 330,144

$ 364,333

The notes to financial statements are an integral part of this statement.
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Exhibit 2

Totals Totals
"Memorandum Component "Memorandum
Only" Unit Only"

Primary School Reporting

Government Board Entity
$ 6,998,054 $ -3 6,998,054
1,575,689 - 1,575,689
175,287 - 175,287
6,347 - 6,347
278,188 618,712 896,900
116,973 223,871 340,844
90,151 40,986 131,137
59,538 - 59,538
1,937,093 4,490,576 6,427,669
487,624 779,685 1,267,309
$ 11,724,944 $ 6,153,830 $ 17,878,774
$ 829,811 $ -3 829,811
315,258 - 315,258
3,671,063 - 3,671,063
1,062,395 - 1,062,395
1,302,375 - 1,302,375
4,255 9,160,394 9,164,649
133,088 - 133,088
202,081 - 202,081
220,758 707,597 928,355
47,847 296,788 344,635
39,499 974,767 1,014,266
$ 7,828,430 $ 11,139,546 $ 18,967,976
$ 3,896,514 $ (4,985,716) $ (1,089,202)
$ -3 - % -
138,113 - 138,113
(138,113) - (138,113)
(5,183,655) 5,183,655 -
$ (5,183,655) $ 5,183,655 $ -
$ (1,287,141) $ 197,939 $ (1,089,202)
5,258,666 11,878,249 17,136,915

$ 3,971,525 $ 12,076,188 $ 16,047,713




COUNTY OF MIDDLESEX, VIRGINIA

Combined Statement of Revenues, Expenditures and Changes in Fund Balances --
Budget and Actual -- General, Special Revenue and Capital Projects Funds

And Discretely Presented Component Unit School Board

Year Ended June 30, 2001

General Fund

Special Revenue Funds

Variance Variance
Favorable Favorable
Budget Actual (Unfavorable) Budget Actual (Unfavorable)
Revenues:
General property taxes $ 7,240,747 $ 6,998,054 $ (242,693) $ - $ - $ -
Other local taxes 1,377,500 1,410,047 32,547 - 165,642 165,642
Permits, privilege fees and
regulatory licenses 100,100 175,287 75,187 - - -
Fines and forfeitures 2,000 6,347 4,347 - - -
Revenue from use of money and
property 243,000 276,911 33,911 - - -
Charges for services 132,412 116,973 (15,439) - - -
Miscellaneous 46,279 90,151 43,872 - - -
Recovered costs 41,200 59,538 18,338 - - -
Intergovernmental:
Commonwealth 2,155,011 1,937,093 (217,918) - - -
Federal 8,339 487,624 479,285 - - -
Total revenues $ 11,346,588 $ 11,558,025 $ 211,437 $ - $ 165,642 $ 165,642
Expenditures:
Current:
General government administration $ 918,767 $ 829,811 $ 88,956 $ - $ - $ -
Judicial administration 361,678 315,258 46,420 - - -
Public safety 2,188,334 3,671,063 (1,482,729) - - -
Public works 1,151,911 1,062,395 89,516 - - -
Health and welfare 1,470,886 1,302,375 168,511 - - -
Education 7,255 4,255 3,000 - - -
Parks, recreation, and cultural 134,651 133,088 1,563 - - -
Community development 258,648 202,081 56,567 - - -
Capital projects 277,300 54,781 222,519 - - -
Debt service:
Principal retirement 47,847 47,847 - - - -
Interest and other fiscal charges 39,499 39,499 - - - -
Total expenditures $ 6,856,776 $ 7,662,453 $ (805,677) $ - $ - $ -
Excess (deficiency) of revenues over
expenditures $ 4,489,812 $ 3,895,572 $ (594,240) $ - $ 165,642 $ 165,642
Other financing sources (uses):
Capital lease proceeds $ - $ 1,782,700 $ 1,782,700 $ - $ -3 -
Operating transfers in 138,113 138,113 - - - -
Operating transfers out (100,000) - 100,000 (78,000) (97,538) (19,538)
Operating transfers from/to primary
government (5,710,752) (5,183,655) 527,097 - - -
Total other financing sources (uses) $ (5,672,639) $ (3,262,842) $ 2,409,797 $ (78,000) $ (97,538) $ (19,538)
Excess (deficiency) of revenues & other
sources over expenditures & other uses $ (1,182,827) $ 632,730 $ 1,815,557 $ (78,000) $ 68,104 $ 146,104
Fund balances at beginning of year 1,182,827 4,427,018 3,244,191 78,000 262,040 184,040
Fund balances at end of year $ - $ 5,059,748 $ 5,059,748 $ - $ 330,144 $ 330,144

The independent auditor's report and accompanying notes to financial statements are an integral part of this statement.



Exhibit 3

Capital Projects Funds

Component Unit

School Board

Variance Variance

Favorable Favorable
Budget Actual (Unfavorable) Budget Actual (Unfavorable)
- -3 - $ - $ -3 -
- 1,277 1,277 1,000 618,712 617,712
- - - 252,662 223,871 (28,791)
- - - 14,500 40,986 26,486
- - - 4,699,492 4,490,576 (208,916)
- - - 910,026 779,685 (130,341)
- 1,277 $ 1,277 % 5,877,680 $ 6,153,830 $ 276,150
- -3 - $ - $ -3 -
- - - 9,241,474 9,160,394 81,080
178,000 165,977 12,023 1,087,207 707,597 379,610
- - - 296,250 296,788 (538)
- - - 963,501 974,767 (11,266)
178,000 165,977 $ 12,023 $ 11,588,432 $ 11,139,546 $ 448,886
(178,000) (164,700) $ 13,300 $ (5,710,752) $ (4,985,716) $ 725,036
- - $ - $ - $ - $ -
178,000 - (178,000) - - -
(40,575) (40,575) - (14,375) - 14,375
- - - 5,703,852 5,183,655 (520,197)
137,425 (40,575) $ (178,000) $ 5,689,477 $ 5,183,655 $ (505,822)
(40,575) (205,275) $ (164,700) $ (6,900) $ 197,939 $ 219,214
40,575 569,608 529,033 6,900 11,878,249 11,871,349
- 364,333 $ 364,333 $ - $ 12,076,188 $ 12,090,563
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COUNTY OF MIDDLESEX, VIRGINIA

Notes to Financial Statements
as of June 30, 2001

NOTE 1--SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:

The County of Middlesex is governed by an elected five member Board of Supervisors. The county
provides a full range of services for its citizens. These services include police and fire protection;
sanitation services; recreational activities; cultural events; education and social services.

A. Reporting Entity

The basic criterion for determining whether a governmental department, agency, institution,
commission, public authority, or other governmental organization should be included in a
primary governmental unit’s reporting entity for general purpose financial statements is
financial accountability. Financial accountability includes the appointment of a voting
majority of the organization’s governing body and the ability of the primary government to
impose its will on the organization or if there is a financial benefit/burden relationship. In
addition, an organization which is fiscally dependent on the primary government should be
included in its reporting entity. These financial statements present the County of Middlesex
(the primary government) and its component units. Blended component units, although legally
separate entities, are, in substance, part of the primary government’s operations and so data
from these units are combined with data of the primary government. Each discretely
presented component unit, on the other hand, is reported in a separate column in the
combined financial statements to emphasize it is legally separate from the government.

B. Individual Component Unit Disclosures

Blended Component Unit. The locality has no blended component units to be included for the
year ended June 30, 2001.

Discretely Presented Component Units. The Middlesex County School Board members are
elected by the voters of the County and are responsible for the operations of the County’s
School System within the County boundaries. The School Board is fiscally dependent on the
County. The County has the ability to approve its budget and any amendments.  There
primary funding is from the General Fund of the County. The School Board does not issue a
separate financial report. The financial statements of the School Board are presented as a
discrete presentation of the County financial statements for the fiscal year ended June 30,
2001.

C. Other Related Organizations

Included in the County’s Comprehensive Annual Financial Report

None

Excluded from the County’s Comprehensive Annual Financial Report




COUNTY OF MIDDLESEX, VIRGINIA

Notes to Financial Statements
As of June 30, 2001 (Continued)

NOTE 1--SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES: (Continued)

C. Other Related Organizations

Middle Peninsula Regional Jail Authority

The Middle Peninsula Regional Jail Authority is considered a jointly governed organization and
therefore its operations are not included in the County’s financial statements. The counties of
Mathews, King and Queen, King William and Middlesex provide the financial support for the
Authority through the assessment of user fees for prisoner care and appoint its governing
Board, in which is vested the ability to execute contracts and to budget and expend funds. No
one locality contributes more than 50% of the Authority’s funding or has oversight responsibility
over its operations. Middlesex County paid $621,644 to the Authority for the fiscal year ended
June 30, 2001.

Virginia Peninsulas Public Service Authority

The Virginia Peninsula Public Service Authority is considered a jointly governed organization
and therefore its operations are not included in the County’s financial statements. The cities
of Hampton, Newport News, Poquoson, Williamsburg and the counties of Essex, James
City, King and Queen, King William, Mathews, Middlesex and York are the participating
jurisdictions and appoint the Authority’s governing Board. The governing board has the ability
to execute contracts and to budget and expend funds. No one locality contributes more than
50% of the Board’s funding or has oversight responsibility over it operations.

Middle Peninsula Northern Neck Community Services Board

The Middle Peninsula Northern Neck Community Services Board is considered a jointly governed
organization and therefore its operations are not included in the County’s financial statements.
The Counties of Essex, King and Queen, King William, Middlesex, Richmond, Mathews,
Gloucester, Westmoreland, Lancaster and Northumberland appoint one member each to the
Board. The governing board has the ability to execute contracts and to budget and expend
funds. No one locality contributes more than 50% of the Board’s funding or has oversight
responsibility over its operations. Middlesex County contributed $22,560 as operating grants to
the Middle Peninsula Northern Neck Community Services Board for the fiscal year ended June
30, 2001.

D. Financial Statement Presentation

The accompanying financial statements are presented in accordance with pronouncements
issued by the Governmental Accounting Standards Board. The principles prescribed by GASB
represent generally accepted accounting principles applicable to governmental units.
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COUNTY OF MIDDLESEX, VIRGINIA

Notes to Financial Statements
As of June 30, 2001 (Continued)

NOTE 1--SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES: (Continued)

D.

Financial Statement Presentation (Continued)

The accounts of the government are organized and operated on the basis of funds and account
groups. A fund is an independent fiscal and accounting entity with a self-balancing set of
accounts. Fund accounting segregates funds according to their intended purpose and is used
to aid management in demonstrating compliance with finance-related legal and contractual
provisions. The minimum number of funds are maintained consistent with legal and managerial
requirements. Account groups are a reporting device to account for certain assets and
liabilities of the governmental funds not recorded directly in those funds. The various funds
are grouped in the financial statements as follows:

1. Governmental Funds - account for the expendable financial resources, other than those
accounted for in Proprietary and Fiduciary Funds. The Governmental Funds utilize the
modified accrual basis of accounting where the measurement focus is upon determination
of financial position, rather than upon net income determination as would apply to a
commercial enterprise. The individual Governmental Funds are:

General Fund - accounts for all revenues and expenditures applicable to the general
operations of the County which are not accounted for in another fund.

Special Revenue Funds - account for the proceeds of specific revenue sources (other than
major capital projects) requiring separate accounting because of legal or regulatory
provisions on administrative action. Special Revenue Funds consist of the E-911 Fund.

Capital Projects Funds - account for financial resources to be used for the acquisition of
fixed assets or construction of major capital projects not being financed by proprietary or
nonexpendable trust funds. The Capital Project Funds consists of the General Capital
Projects Fund.

2. Fiduciary Funds (Trust and Agency Funds) - account for assets held by a governmental unit
in a trustee capacity or as an agent or custodian for individuals, private organizations,
other governmental units, or other funds. These funds include Agency Funds. These funds
utilize the modified accrual basis of accounting described in the Governmental Funds
presentation. The Special Welfare Fund is the only Agency Funds of the County.

11



COUNTY OF MIDDLESEX, VIRGINIA

Notes to Financial Statements
As of June 30, 2001 (Continued)

NOTE 1--SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES: (Continued)

D.

Financial Statement Presentation (Continued)

3. Account Groups - are used to account for general obligation long-term debt and general

fixed assets. The government does not record fixed assets and, accordingly, a general
fixed assets account group is not reported. The general long-term debt account group is
used to account for general long-term obligations of the County except for those accounted
for in the Proprietary Funds, which are expected to be financed from governmental funds.

Combined/Combining Financial Statements - These statements are referred to as General
Purpose Financial Statements and provide a summary overview of the financial position of
all funds and account groups and of the operating results of all funds. All funds and
account groups of a specific fund classification are combined and presented as one in the
financial statements. For example, all funds classified as Capital Projects Funds are
combined and presented under the caption "Capital Projects Funds."

Budgetary Comparison Statements - The Combined Statement of Revenues, Expenditures,
and Changes in Fund Balances - Budget and Actual, compare budget and actual data for all
governmental funds for which budgets were adopted. A review of the budgetary
comparisons presented herein will disclose how accurately the governing body was able to
forecast the revenues and expenditures of the County.

Total Columns on the Combined Statements - Overview - The total columns on the
combined statements - Overview are captioned "Memorandum Only" to indicate that they
are presented only to facilitate financial analysis. Data in these columns do not present
financial position, results of operations, or changes in financial position in conformity with
generally accepted accounting principles. Neither is such data comparable to a
consolidation. Interfund eliminations have not been made in the aggregation of this data.
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COUNTY OF MIDDLESEX, VIRGINIA

Notes to Financial Statements
As of June 30, 2001 (Continued)

NOTE 1--SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES: (Continued)

E.

Basis of Accounting

1. Governmental Funds - Governmental funds utilize the modified accrual basis of accounting
under which revenues and related assets are recorded when measurable and available to
finance operations during the year. Accordingly, real and personal property taxes are
recorded as revenues and receivables when billed, net of allowances for uncollectible
amounts. Property taxes not collected within 60 days after year-end are reflected as
deferred revenues. Taxes collected during the year and taxes due at June 30 collected
within 60 days after that date are recognized as revenue in the accompanying financial
statements. Sales and utility taxes, which are collected by the State or utilities and
subsequently remitted to the County, are recognized as revenues and receivables upon
collection by the State or utility, which is generally 30 to 60 days preceding receipt by the
County. Licenses, permits, fines and rents are recorded as revenues when received.
Intergovernmental revenues, consisting primarily of Federal, State and other grants for the
purpose of funding specific expenditures, are recognized when earned or at the time of the
specific expenditure. Revenues from general purpose grants, such as entitlement
programs, are recognized in the period to which the grant applies.

Expenditures, other than compensated absences and interest on long-term debt, are
recorded as the related fund liabilities are incurred. Compensated absences are recorded
as a general long-term obligation when incurred and recorded as an expenditure of the
appropriate fund when paid. Interest on long-term debt is recognized when due except for
an amount due on July 1, which is accrued.

2. Fiduciary Funds - Agency funds do not involve the measurement of results of operations.
They are accounted for using the modified accrual basis of accounting. Accordingly, assets
and liabilities are recognized when they occur regardless of the timing and related cash
flows.

The budgets are presented on the same basis of accounting as the basic financial statements
described above. The following procedures are used by the County in establishing the
budgetary data reflected in the financial statements:

1. Prior to March 30, the County Administrator submits to the Board of Supervisors a proposed
operating and capital budget for the fiscal year commencing the following July 1. The
operating and capital budget includes proposed expenditures and the means of financing
them.

2. Public hearings are conducted to obtain citizen comments.

3. Prior to June 30, the budget is legally enacted through passage of an Appropriations
Resolution.
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COUNTY OF MIDDLESEX, VIRGINIA

Notes to Financial Statements
As of June 30, 2001 (Continued)

NOTE 1--SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES: (Continued)

E. Basis of Accounting (Continued)

4.

The Appropriations Resolution places legal restrictions on expenditures at the department
level or category level. The appropriation for each department or category can be revised
only by the Board of Supervisors. The County Administrator is authorized to transfer
budgeted amounts within general government departments; however, the School Board is
authorized to transfer budgeted amounts within the school system's categories.

Formal budgetary integration is employed as a management control device during the year
for the General Fund, and the Capital Projects Funds.

All budgets are adopted on a basis consistent with generally accepted accounting principles
(GAAP).

Appropriations lapse on June 30, for all County units.

All budget data presented in the accompanying financial statements is the revised budget
for the year.

G. Allowance for Uncollectible Accounts

The County calculates its allowance for uncollectible accounts using historical collection data
and, in certain cases, specific account analysis. The allowance amounted to approximately
$170,000 at June 30, 2001 and is composed solely of property taxes.

NOTE 2--CASH AND INVESTMENTS:

Cash and Cash Equivalents: Cash and cash equivalents consist of all cash on hand and in banks,

highly liquid investments and certificates of deposit.

Deposits - All cash of the County is maintained in accounts collateralized in accordance with the
Virginia Security for Public Deposits Act, Section 2.1-359 et. seq. of the Code of Virginia or covered
by federal depository insurance.
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COUNTY OF MIDDLESEX, VIRGINIA

Notes to Financial Statements
As of June 30, 2001 (Continued)

NOTE 2--CASH AND INVESTMENTS: (Continued)

Investments: Statutes authorize local governments and other public bodies to invest in obligations
of the United States or agencies thereof, obligations of the Commonwealth of Virginia or political
subdivisions thereof, obligations of the International Bank for Reconstruction and Development
(World Bank), the Asian Development Bank, the African Development Bank, “prime quality”
commercial paper and certain corporate notes; banker's acceptances, repurchase agreements and
the state Treasurer's Local Government Investment Pool (LGIP).

The County's investments are categorized below to give an indication of the level of risk assumed
by the entity at year-end. Category 1 includes investments that are insured or registered or for
which the securities are held by the County or its safekeeping agent in the County's name.
Category 2 includes uninsured or unregistered investments for which the securities are held by the
broker's or dealer's trust department or safekeeping agent in the County's name. Category 3
includes uninsured and unregistered investments for which the securities are held by the broker or
dealer, or by its trust department or safekeeping agent but not in the County's name.

At year end, the County’s investment balances at fair value were as follows:

Category Not
1 2 3 Categorized
SNAP bond pool funds . . .............. $ - $ - $ - $ 12,123,674
Local Government Investment Pool .. ... .. - - - 1,561,499
Money market and common investment
pool funds ... ....... ... ... ..... - - - 1,001,817
Total . ... ... ... .. ... $ - $ - $__ - $ 14,686,990
Total cash and cash equivalents for primary government: