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INDEPENDENT AUDITOR'S REPORT

TO THE HONORABLE MEMBERS OF THE TOWN COUNCIL
TOWN OF BERRYVILLE, VIRGINIA

We have audited the accompanying financial statements of the governmental activities, the business-type activities,
and each major fund of the Town of Berryville, Virginia, as of and for the year ended June 30, 2007, which collectively
comprise the Town's basic financial statements as listed in the table of contents. These financial statements are the
responsibility of the Town'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
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
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, and each major fund of the Town of
Berryville, Virginia, as of June 30, 2007, and the respective changes in the financial position, and, where applicable,
cash flows thereof for the year then ended in conformity with accounting principles generally accepted in the United
States of America.

In accordance with Government Auditing Standards, we have also issued our report dated March 20, 2008, on our
consideration of the Town's internal control over financial reporting and on our tests of its compliance with certain
provisions of laws, regulations, contracts, and grant agreements and other matters. The purpose of that report is to
describe the scope of our testing of internal control over financial reporting and compliance and the results of that
testing, and not to provide an opinion on the internal control over financial reporting or on compliance. That report is
an integral part of an audit performed in accordance with Government Auditing Standards and should be considered
in assessing the results of our audit.

The management’s discussion and analysis, budgetary comparison, and trend data on pension funding are not a
required part of the basic financial statements but are supplementary information required by accounting principles
generally accepted in the United States of America. The management's discussion and analysis has not been
presented in these financial statements. The budgetary comparison and trend data on pension funding are
presented in Exhibits 1 and 2. We have applied certain limited procedures, which consisted principally of inquires 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.




Qur audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise
the Town's basic financial statements. The accompanying information listed as Cther Supplementary Information
and Statistical Section in the Table of Contents are presented for purposes of additional analysis and are not a
required part of the basic financial statements. The Other Supplementary Information has been subjected to the
auditing procedures applied in the audit of the basic financial statements and, in our opinion, is fairly stated in all
material respects in relation to the basic financial statements {aken as a whole. The Statistical Section has not been

subjected to the auditing procedures applied in the audit of the basic financial statements and, accordingly, we
express no opinion on it. :

Anderson, White ¢ Comparzy, P.C.

March 20, 2008
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INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED
ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

TO THE HONORABLE MEMBERS OF THE TOWN COUNCIL
TOWN OF BERRYVILLE, VIRGINIA

We have audited the financial statements of the governmental activities, the business-type activities, and each major
fund of the Town of Berryville, Virginia, as of and for the year ended June 30, 2007, which collectively comprise the
Town's basic financial statements and have issued our report thereon dated March 20, 2008. We conducted our
audit in accordance with auditing standards generally accepted in the United States of America and the standards

applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General of the
United States

Internal Control Over Financial Reporting

In planning and performed our audit, we considered the Town's internal control over financial reporting as a basis for
designing our auditing procedures for the purpose of expressing our opinions on the financial statements, but not for
the purpose of expressing an opinion on the effectiveness of the Town's internal control over financial reporting.

Accordingly, we do not express an opinion on the effectiveness of the Town’s internal control over financial reporting.

Our consideration of internal control over financial reporting was for the limited purpose described in the preceding
paragraph and would not necessarily identify all deficiencies in internal control over financial reporting that might be
significant deficiencies or material weaknesses. However, as discussed below, we identified certain deficiencies in
internal control over financial reporting that we consider to be significant deficiencies.

A control deficiency exists when the design or operation of a control does not allow management or employees, in
the normal course of performing their assigned functions, to prevent or detect misstatements on a timely basis. A
significant deficiency is a control deficiency, or combination of control deficiencies, that adversely affects the Town's
ability to initiate, authorize, record, process, or report financial data reliably in accordance with generally accepted
accounting principles such that there is more than a remote likelihood that a misstatement of the Town'’s financiat
statements that is more than inconsequential will not be prevented or detected by the Town's internal control. The
Town is a small municipality with a limited number of staff and therefore, as with many small Towns, has inadequate
internal control over the preparation of the annual financial report with full note disclosures required to be in |
conformity with U.S. Generally Accepted Accounting Principles (GAAP) as applicable to state and local governments.
We consider this deficiency to be a significant deficiency in internal control over financial reporting.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in more than a
remote likelihood that a material misstatement of the financial statements will not be prevented or detected by the
Town's internal control.

Our consideration of internal control over financial reporting was for the limited purpose described in the first
paragraph of this section and would not necessarlly identify all deficiencies in internal control that might be significant
deficiencies and, accordingly, would not necessarily disclose alt significant deficiencies that are also considered to be
material weaknesses. However, we believe that none of the significant deficiencies described above is a material
weakness.




Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Town’s financial statements are free of material
misstatement, we performed fests of its compliance with certain provisions of laws, regulations, contracts, and grant
agreements, noncompliance with which could have a direct and material effect on the determination of financial
statement amounts. However, providing an opinion on compliance with those provisions was not an objective of our
audit, and accordingly, we do not express such an opinion. The results of our tests disclosed no instances of
noncompliance or other matters that are required to be reported under Government Audiling Standards,

This report is intended solely for the information and use of the Town Council and management and is not intended
to be and should not be used by anyone other than these specified parties.

Anderson, White ¢ Conyarsy, P.C.

March 20, 2008




TOWN OF BERRYVILLE, VIRGINIA

STATEMENT OF NET ASSETS
As of June 30, 2007

5

STATEMENT 1

Assets
Current Asseis:
Cash and cash equivalents

Receivables (net of allowance for uncollectibles):

Real estate and personal property tax
Utility tax
Meals tax
Franchise fees
Reimbursable receivable
Water and sewer service charges
Other
Prepaid expenses
Due from other governmental units

Total Current Assets

Noncurrent Assets:
Capital assets, net of accumulated depreciation
Construction in progress

Total Noncurrent Assets
Total Assets

Liabilities
Current Liabilities:
Accounts payable
Customer deposits
Accrued payroll and related liabilities
Accrued interest
Deferred revenue
Current portion of long-term debt

Total Current Liabilities
Noncurrent Liabilities:
Compensated absences
Deferred revenue-Ouffall Reserve
Long term debt, net of current portion
Total Noncurrent Liabilities
Total Liahilities
Net Assets :
Invested in capital assets, net of related debt

Unrestricted

Total Net Assets

Governmental Business-type

Activities Activities Total
$ 2873611 § 5380784 % 8 254 395
40 978 - 40 978
8 569 - 8 569
9 325 - 9325
1527 - 1827
119 377 ' - 119 377
- 214 293 214 293
762 7 308 8070
13 291 - 13 281
12 374 26 073 38 447
$ 3079814 § 5628458 § 8 708 272
$ 731711 % 5617272 % 6 348 983
90 767 134 250 225 017
$ 822478 § 5751522 % 6 574 000
$ 3902202 $ 11379980 $ 15282272
5 20506 % 14404 § 43 910
- 20125 20125
12 800 5 561 18 361
. 2 469 2 469
105 519 - 105 519
- 104 744 194 744
$ 147825 $ 237303 § 385 128
$ 111200 % 20012 % 132 112
- 275 000 275 000
- 743 370 743 370
$ 111200 $ 1039282 % 1 150 482
$ 250025 $ 1276585 $ 1535610
$ 822478 § 4813408 § 5635 8386
2 820 789 5 289 987 8110776
$ 3643267 $ 10103395 §$ _ 13746662

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



TOWN OF BERRYVILLE, VIRGINIA

STATEMENT OF ACTIVITIES
For the Year Ended June 30, 2007

Program Revenues

Operating Capital
Charges for Grants and Grants and
Functions/Programs Expenses Services Contributions  Contributions
Governmental activities _
General and financial administration $ 741164 '$ 285025 § - & -
Public safety 574 865 70 248 98 184 -
Public works 597 254 13 33¢ 35406 -
Parks, recreation and culture 26 781 - - -
Community development 141618 35016 - -
Contingency 1678 - - -
Total Governmental Activities $ 2083460 % 403628 $ 133590 $ -
Business-type activities :
Water : - $ 745438 § 754913 § - $ © 104 180
Sewer 526 805 965 009 - 428 820
Total Business-Type Activities $ 1272243 § 1719922 $ - 5 533 000
Total $ 3355703 § 2123550 § 133590 % 533 000

General revenues:
General property taxes
Local sales and use taxes
Bank franchise taxes
Utility pole franchise fees
Cable television tax
Meals tax
Consumer ufility tax
Railroad rolling stock tax
interest income
Miscellaneous income

Total general revenues

Gain/(loss) on disposal of assets
Transfers

Change in net assets
Net Assets, Beginning of Year

Net assets, End of Year

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

£

“

$

$

$

Net {Expenses) Revenue

and Changes in Net Assets

Governmental Business-type
Activities Activities Total

(456 139) § - (456 139}
(406 533) - (406 533)
( 548 509) - (548 509)
(26 781) - (26 781)
{ 106 602) - { 106 602)
{1678) - (1678)
(1546 242) $ - (1546 242)
- $ 113 855 113 655

- 867 024 867 024

- 8 980 679 980 679
(1546242) § 980 679 { 565 563)
1141924 §$ - 1141924
145 477 - 145 477
91 011 - 91 011

18 037 - 18 037

22 607 - 22 607
75325 - 75325
169 078 - 169 078
1406 - 1406

154 573 105 539 260 112
58 500 - 56 600
1875938 $ 105 539 1981477
32227 - 32227
361923 § 1086 218 1448 141
3281 344 9017 177 12 298 521
3643267 $ 10103395 13 746 662
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TOWN OF BERRYVILLE, VIRGINIA ' STATEMENT 3

BALANCE SHEET - GOVERNMENTAL FUNDS
As of June 30, 2007

General Fund

Assets
Cash and cash equivalents $ 2873611
Receivables {net of allowance for uncollectibles):
Real estate and personal property tax 40 978
Utility tax 8 569
Meals tax ' 9325
Franchise fees : 1527
Reimbursable receivable 119 377
Other 762
Prepaid expenses , i 13 291
Due from other governmental units 12 374
Total Assets ‘ $ 3079814
Liabilities
Accounts payable $ 29 506
Accrued payroll and related liabilities 12 800
Deferred revenue 143 411
Total Liabllities $ 185717

Fund Balances

Unreserved $ 2894007
Total Fund Balances 3 2 894 097
Total Liabilities and Fund Balances $ 3 079814

The accompanying notes to financial statements are an integral part of this statement.
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TOWN OF BERRYVILLE, VIRGINIA STATEMENT 3

{Continued)
RECONCILIATION OF THE BALANCE SHEET - GOVERNMENTAL FUNDS
TO THE STATEMENT OF NET ASSETS
As of June 30, 2007

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

Total fund halances - governmental funds $ 2 894 097

Capital assets (net of depreciation) used in governmental activities are not
current financial resources and, therefore, are not reported in the funds. 822 478.

Property taxes receivable not received within forty-five days after
year end are not available to fund current-period expenditures
and, therefore, are deferred in the funds. 37 892

Compensated absences are not due and payable in the current period and,
therefore, are not reported in the funds (111 200)

Net assets of governmental activities $ 3643267

i
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TOWN OF BERRYVILLE, VIRGINIA STATEMENT 4
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES
GOVERNMENTAL FUNDS
For the Year Ended June 30, 2007
General
Fund
Revenues
General property taxes $ 1137 000
Other local taxes 774 422
Permits, privilege fees and regulatory licenses 35 016
Fines and forfeitures 73228
Revenue from use of money and property 183 142
Charges for services 10 359
Miscellaneous 56 500
Intergovernmental 138 565
Total Revenues § 2 408 232
Expenditures
Current:
General and financial administration $ 722777
Public safety 548 059
Public works 539679
Parks, recreation and cultural 26 081
Community development 139 008
Capital outlay 19631
Contingency 92 183
Debt Service -
Total Expenditures $ 2087 418
Excess (Deficiency) of Revenues Over Expenditures $ 320 814
Other Financing Sources (Uses)
Proceeds from loans $ -
Sale of equipment and property 60 069
Operating transfers at net -
Total Other Financing Sources (Uses) $ 60 069
Excess [Deficiency) of Revenues and Other Sources
Over Expenditures and Other Uses $ 380 883
Fund Balance, Beginning of Year 2513214
Fund Balance, End of Year $__ 2894097

The accompanying notes to financial statements are an integral part of this statement,




TOWN OF BERRYVILLE, VIRGINIA

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS TO THE
STATEMENT OF ACTIVITIES

For the Year Ended June 30, 2007

10
STATEMENT 4
{Continued)

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

Net change in fund balance - total governmental funds

Revenues for taxes in the Statement of Activities that do not provide current financial
resources are not reported as revenues in the Funds,

Governmental funds report capital outlays as expenditures. However, in the
Statement of Activities the cost of those assets is allocated over their
estimated useful lives and reported as depreciation expense. This is the
amount by which capital outlays ($110,136) exceeded depreclation ($76,170)
in the current period.

Governmental funds report the entire proceeds, if any, from the disposal of capital
assets as an other financing source. In the Statement of Activities only the gain
(or loss) on the disposal is recorded.

The expense for the change in compensated absences liability reported in the
Statement of Activities does not require the use of current financial resources and,
therefore, is not reported as an expenditure in governmental funds,

Change in net assets of governmental activities

$ 380 883

4 924

33 9666
(27 842)

{ 30 008)
$ 361923
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The accompanying notes to financial statements are an integral part of this statement.

" TOWN OF BERRYVILLE, VIRGINIA STATEMENT 5
STATEMENT OF NET ASSETS - PROPRIETARY FUNDS
As of June 30, 2007
Water Sewer Total
Assets
Current Assets:
Cash and cash equivalents 1808 194 3572590 5380 784
Due from other governmental units - 26 073 26 073
Receivables (net of allowance for uncollectibies):
Water and sewer service changes 81 960 132 333 214 293
Other 3902 3406 7 308
Total Gurrent Assefs 1 894 056 3 734 402 5628 458
Noncurrent Assets:
Capital assets {net of accumulated depreciation) 2723 204 2 894 068 5617 272
Construction in progress - 134 250 134 250
Total Noncurrent Assets 2723204 3028 318 5751 522
Total Assets 4 617 260 6762720 11 379 880
Liahilities
Current Liabilities:
Accounts payable 6 566 7 838 14 404
Accrued payroll and related liabilities 4 967 594 5 561
Accrued interest 1537 932 2 469
Customer deposits 14 225 5900 20125
Current portion of long-term debt 131776 62 968 194 744
Total Current Liabilities 159 071 78 232 237 303
Noncurrent Liabilities:
Accrued compensated absences payable 10 456 10 456 20912
Deferred revenue-Ouifall Reserve - 275 000 275000
Long-term debt, net of current portion 511 141 232 228 743 370
Total Noncurrent Liabilities 521 597 517 685 1039 282
Total Liabilities 680 668 595 917 i 276 585
Net Assets
Invested in capital assets, net of related debt 2 080 287 2733121 4 813 408
Unrestricted 1 856 305 3433682 5 289 987
Total Net Assets __ 3936592 $__ 6166803 10 103 395
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TOWN OF BERRYVILLE, VIRGINIA STATEMENT 6
STATEMENT OF REVENUES, EXPENSES AND CHANGES IN FUND NET ASSETS
PROPRIETARY FUNDS
For the Year Ended June 30, 2007
Water Sewer Total
Operating Revenues
Charges for services 716860 § 965000 $§ 1681869
Connection charges and meter fees 6 006 - 6 006
Delinquent account charges 32 047 - 32 047
Total Operating Revenues 754913 % 985002 § 1719922
Operating Expenses
General administration 32888 $ 35250 $ 68 138
Supply purification 278 280 - 278 280
Transmission and distribution 162 582 - 162 592
Wastewater treatment - 181 711 181 711
Maintenance of sewer lines - 70 270 70 270
Fringe benefits 86 354 50 327 136 681
Depreciation 167 336 160 657 327 993
Contingency 6 823 10 289 17 112
Total Operating Expenses 724273 % 508504 $ 1232777
Operating Income (Loss) 30640 % 456 505 §$ 487 145
Nonoperating Revenues (Expenses)
Interest income 42795 § 62744 § 105 539
Interest expense and fiscal charges {21 165) {18 301) ( 39 466)
Total Nonoperating Revenues (Expenses) 21630 $ 44 443 $ 66 073
Net Income (Loss) Before Contributions
and Transfers 52270 § 5009048 § 553 218
Net operating transfers - - -
Grant revenues - 47 285 47 285
Contributions and availability charges 104 180 381 535 4857156
Change in Nef Assets 156 450 $ 920768 $ 1086218
Net Assets , Beginning of Year 3780142 5 237 035 8017 177
Net Assets, End of Year _ 3036592 $_ 6166803 $_ 10103395

The accompanying notes to financial statements are an integral part of this statement.
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TOWN OF BERRYVILLE, VIRGINIA - STATEMENT 7

STATEMENT OF CASH FLOWS - PROPRIETARY FUNDS
For the Year Ended June 30, 2007

Water Sewer Total

Cash Flows from Operating Activities

Receipts from customers and users $ 796 044 $ 917098 $ 1713142
Payments to suppliers (223 989) { 155 064) ( 379 053)
Payments fo employees { 335 663) ( 192 868) (528 531)
Net Cash Provided (Used) by Operating Activities $ 236302 % 569 166 $ 805 558
Cash Flows From Noncapital Financing Activities
Net operating transfers , $ - % - % -
Net Cash Provided (Used) by Noncapital Financing Activities $ - % - % -
Cash Flows From Capital and Related Financing Activities
Capital contributions and grants . $ 104180 $ 402747 % 506 927
Acquisition and construction of capital assets (72 995) (178 537) { 251 532)
Principal paid on capital debt { 116 460) (70977) { 187 437)
Interest paid on capital debt (21 431) (18 525) { 39 956)
Net Cash Provided (Used) by Capital and Related
Financing Activities $ (106706} § 134708 $ 28 002
Cash Flows From investing Activities
Interest received $ 42795 § 62744 % 105 539
Net Cash Provided (Used) by Investing Activities $ 42795 $ 62744 % 105 539
Net Increase {Decrease) in Cash and Cash Equivalents $ 172481 $ 766618 $ 939 099
Cash and Cash Equivalents, Beginning of Year 1635713 2 805 972 4 441 685
Cash and Cash Equivalents, End of Year $ 1808194 $ 3572500 $_5380784

Reconciliation of Operating Income {Loss) to Net Cash
Provided {(Used) by Operating Activities
Operating income (loss) $ 30640 §$ 456505 $ 487 145
Adjustments to reconcile operating income to net cash
provided by operating activities

Depreciation 167 336 160 657 327 993
(Increase) decrease in:
Accounts receivable 41 968 (49 661} (7 693)
Increase (decrease) in:
Accounts payable ( 539) 2 051 1512
Accrued payroll and related liabitities (3 657) (3619 (7 274)
Customer deposits ( 837) 1750 913
Accrued compensated absences 1481 1481 2962
Net Cash Provided (Used) by Operating Activities $ 236302 % 569 166§ 805 558

The accompanying notes to financial statements are an integral part of this statement.
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TOWN OF BERRYVILLE, VIRGINIA

NOTES TO FINANCIAL STATEMENTS
For the Year Ended June 30, 2007

NOTE 1—SUMMARY Of SIGNIFICANT ACCOUNTING POLICIES:

The financial statements of the Town of Berryville, Virginia (the “Town”) have been prepared in conformity with
U.S. generally accepted accounting principles (GAAP) as applicable to state and local governments. The
Governmental Accounting Standards Board (GASB) is the accepted standard setting body for establishing
governmental accounting and financial reporting principles. The more significant accounting and reporting
policies and practices used by the Town are described below.

A.

Reporiing Entity

The Town is a municipal government that is governed by an elected mayor and five member council.
As required by generally accepted accounting principles, these financial statements present the Town
(the primary government) and its component units, entities for which the government is considered to
be financially accountable. There are no components units that meet the criteria to be included in this
report.

Government-wide and Fund Financial Statemenis

The basic financial statements include both government-wide {(based on the Town as a whole) and fund
financial statements. The government-wide financial statements (i.e., the statement of net assets and
the statement of activities) report information on all of the non-fiduciary activities of the primary
government. For the most part, the effect of inter-fund activity has been removed from these
statements. Governmental activities, which normally are supported by taxes and intergovernmental
revenues, are reported separately from business-type activities, which to a significant extent refy on
fees and charges for support.

The government-wide statement of activities demonstrates the degree to which the direct expenses of
a functional category (Public Safety, Public Works, etc.) or activity are offset by program revenues.
Direct expenses are those that are clearly identifiable with specific function or activity. Program
revenues include 1) charges to customers or applicants who purchase, use, or directly benefit from
goods, services, or privileges provided by a given function or activity, 2) grants and contributions that
are restricted to meeting the operational requirements of a particular function or activity and 3) grants
and contributions that are restricted to meeting the capital requirements of a particular function or
activity. Taxes and other items not properly included among program revenues are reported instead as
general revenues. The net cost (by function or business-type activity) is normally covered by general
revenue (property, sales, franchise taxes, intergovernmental revenues, interest income, etc.).

Separate fund based financial statements are provided for governmental funds and proprietary funds.
Individual governmental funds and individual enterprise funds are reported as separate columns in the
fund financial statements. The only governmental fund is the general fund.

The government-wide focus is more on the sustainability of the Town as an entity and the change in
aggregate financial position resuiting from the activities of the fiscal period. The focus of the fund
financial statements is on the individual funds of the governmental and business-type categories. Each
presentation provides valuable information that can be analyzed and compared to enhance the
usefulness of the information.






























































































