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Virginia Highlands Airport Authority

18521 Lee Highway
P. 0.Box 631
ABINGDON, VIRGINIA 24212-0631

276-628-2909 FACSIMILE:
276-628-2693

MANAGEMENT DISCUSSION AND ANALYSIS

Our discussion and analysis of the Virginia Highlands Airport Authority’s performance provides
an overview of the Authority’s financial activities for the fiscal year ended June 30, 2011. Please
read this information in conjunction with the Authority’s financial statements.

The Virginia Highlands Airport Authority presents three basic financial statements. These are;
(1) a Statement of Net Assets (2) a Statement of Revenues, Expenses and Changes in Net Assets
and (3) a Statement of Cash Flows,

Our financial position is measured in terms of resources we own and obligations we owe on a
given date. This information is reported on the Statement of Net Assets, which reflects the
Authority’s assets in relation to its debts to its suppliers, employees and other creditors. The
excess of our assets over liabilities is our net assets.

Information regarding the results of our operation during the year is reported in the Statement of
Revenues, Expenses and Changes in Net Assets. This statement shows how much our overall
net assets increased or decreased during the year as a result of our operations.

Our Statement of Cash Flows discloses the flow of cash resources into and out of the Authority

during the year (from operations, contributions and other sources) and how we applied those
funds (for example, payment of expenses, purchases of new property, etc.).

(This space was intentionally left blank)
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VIRGINIA HIGHLANDS AIRPORT AUTHORITY

Abingdon, Virginia

MANAGEMENT DISCUSSION AND ANALYSIS

June 30, 2011

FINANCIAL SUMMARY

A summary of the Authority’s Statement of Net Assets for 2011 and 2010 is presented below:

Condensed Statement of Net Assets

2011 2010

Current and Other Assets $ 1,456,582 $ 921,025
Property and Equipment 17,119,486 16,682,105

TOTAL ASSETS $ 18,576,068 $ 17,603,130
Current Liabilities $ 346,039 $ 124,516
Long-Term Liabilities 653,050 8,713

TOTAL LIABILITIES | 999,089 133,229
Net Assets:
Invested in Capital Assets 16,465,486 16,682,105
Unrestricted 1,111,493 787,796

TOTAL NET ASSETS 17,576,979 17,469,901

TOTAL NET ASSETS AND LIABILITIES $ 18,576,068 $ 17,603,130

The financial position of the Virginia Highlands Airport Authority is good.

A summary of the Virginia Highlands Airport Authority’s Statements of Revenues, Expenses
and Changes in Net Assets for 2011 and 2010 are presented below.

Condensed Statements of Revenues, Expenses and Changes in Net Assets

2011 2010
Operating Income $ 1,748,846 $ 1,383,844
Operating Expenses 2,113,073 1,844,775
Operating Income (364,227) (460,931)
Net Non-Operating Income 471,305 4337361
Changes in Net Assets $ 107,078 $ 3,876,430

(CONTINUED)



VIRGINIA HIGHLANDS AIRPORT AUTHORITY
Abingdon, Virginia

MANAGEMENT DISCUSSION AND ANALYSIS
June 30, 2011

FINANCIAL SUMMARY (CONTINUED)

Operating income is defined as the amount of revenue received from providing customer
services. Of this amount, 85% of the operating income was from fuel sales.

Operating expenses are comprised of the direct expenses of operating the Airport. These
expenses include fuel purchases, salaries and benefits, repairs and maintenance, occupancy,
supplies, travel and depreciation. (See the full Statement of Revenues, Expenses and Changes in
Net Assets for a complete breakdown of these expenses for 2011).

Non-operating income is comprised of interest, County appropriations, interest expense and
federal and state capital grants. The decrease in 2011 over 2010 was due to the decrease of
federal and state grants, which will vary from year to year.

Net Assets increased $107,078 in 2011,

A summary of the Virginia Highlands Airport Authority’s Statements of Cash Flows for 2011
and 2010 are presented below:

Condensed Statement of Cash Flows

2011 2010
Cash flows from operating activities $ 109,900 $ 36,507
Cash flows from non-capital activities 88,539 194,891
Cash flows from capital and financing activities 270,761 (203,017)
Cash flows from investing activities 5,583 5,596
Net Change in Cash 474,783 33,977
Cash-Beginning of Year 810,487 754,511
Cash-End of Year $ 1,285,270 $ 788,488

Cash flows from operating activities reconcile the operating loss recorded on the Statement of
Revenues, Expenses and Changes in Net Assets to cash provided by operating activities. In this
process, the operating loss is decreased by the amount of any non-cash transactions and adjusted
for changes in assets and liabilities. (See the full Statement of Cash Flows for a full listing of
these transactions).

(CONTINUED)



VIRGINIA HIGHLANDS AIRPORT AUTHORITY
Abingdon, Virginia

MANAGEMENT DISCUSSION AND ANALYSIS
June 30, 2011

FINANCIAL SUMMARY (CONTINUED)

Cash flows from non-capital transactions are comprised of income received as operating grants.
Cash flows from capital and financing activities are comprised of all the capital assets purchased
by the Authority and the payment of the Authority’s debt and interest. Cash flows from
investing activities are comprised of interest income. During 2011 there was an increase of
$474,783 in cash.

Capital Assets

At the end of 2011, the Virginia Highlands Airport Authority had $17,119,486 in net property
and equipment. Fixed assets are the largest asset of the Authority. This is comprised of
$25.023,996 in fixed assets less $7,904.510 in accumulated depreciation. (See Note 3). The
Airport is in the process of building a new hanger.

Debt

Virginia Highlands Airport Authority had $654,000 in debt outstanding at year-end. This debt
was issued for the construction of a new hanger.

Contacting the Airport’s Financial Management

This financial report is designed to provide the taxpayers, customers, and our funding agencies
with a general overview of the Authority’s finances and to show the Authority’s accountability
for the money it receives. If you have questions or need additional financial information, contact
the Airport Manager.
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INDEPENDENT AUDITORS’ REPORT

To the Board
Virginia Highlands Airport Authority
Washington County, Virginia

We have audited the financial statements of the Virginia Highlands Airport Authority (a
component unit of Washington County, Virginia) as of and for the year ended June 30, 2011, as
listed in the table of contents. These financial statements are the responsibility of the Authority'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, Government Auditing Standards issued by the Comptroller General of the
United States, and Specifications for Audit of Authorities, Boards and Commissions, issued by the
Auditor of Public Accounts of the Commonwealth of Virginia. These standards require that we
plan and perform the audit to obtain reasonable assurance about whether the financial statements
are free of material misstatements. 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.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of the Virginia Highlands Airport Authority at June 30, 2011, and the results
of its operations and its cash flows 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 a report, dated August
10, 2011, on our consideration of the Virginia Highlands Airport Authority's internal control over
financial reporting and our tests of its compliance with certain provisions of laws, regulations,
contracts and grants. 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




Hicok, Fern, Brown & Garcia
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INDEPENDENT AUDITORS’ REPORT

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.

Management’s Discussion and Analysis and the Schedule of Funding Progress Defined Benefit
Plan as listed in the table of contents are not a required part of the basic financial statements, but
is supplementary information required by accounting principles generally accepted in the United
States of America. We have applied certain limited procedures, which consisted principally of
inquiries of management regarding the methods of measurement and presentation of the
supplementary information. However, we did not audit the information and express no opinion on
1t.

Our audit was made for the purpose of forming opinions on the financial statements that
collectively comprise the Virginia Highlands Airport Authority’s basic financial statements. The
accompanying supporting information, as listed in the table of contents, is presented for the
purpose of additional analysis and is not a required part of the financial statements of the Virginia
Highlands Airport Authority. Such information has been subjected to the auditing procedures
applied in the audit of the financial statements and, in our opinion such information is fairly
presented in all material respects in relation to the financial statements taken as a whole.
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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 Board
Virginia Highlands Airport Authority
Washington County, Virginia

We have audited the financial statements of the Virginia Highlands Airport Authority, as of and
for the year ended June 30, 2011, and have issued our report thereon dated August 10, 2011, 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 performing our audit, we considered Virginia Highlands Airport Authority'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 purposes of
expressing an opinion on the effectiveness of the Virginia Highlands Airport Authority’s internal
control over financial reporting. Accordingly, we do not express an opinion on the effectiveness
of the Virginia Highlands Airport Authority’s internal control over financial reporting.

A deficiency in internal control 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 material weakness is a deficiency, or
combination of deficiencies, in internal control, such that there is a reasonable possibility that a
material misstatement of the entity’s financial statements will not be prevented, or detected and
corrected on a timely basis.

Our consideration of internal control over financial reporting was for the limited purpose
described in the first paragraph of this section and would not necessarily identify all deficiencies in
internal control that might be significant deficiencies or material weaknesses. We did not identify
any deficiencies in internal control over financial reporting that we consider to be material
weaknesses, as defined above.



Hicok, Fern, Brown & Garcia
Certified Public Accountants

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

Compliance and Other Matters

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

This report is intended for the information of management, the audit committee and federal
awarding agencies and is not intended to be and should not be used by anyone other than these
specified parties.
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Virginia Highlands Airport Authority Exhibit 1
A Component Unit of Washington County, Virginia

Washington County, Virginia

Statement of Net Assets

At June 30, 2011
Assets Amount

Current Assets

Cash on hand and in bank (Note 2) $ 1,285,086

Accounts receivable 79,821

Prepaid insurance 3,425

Inventory (Note 1) 78,771

Total Current Assets $ 1,447,103

Property, Plant and Equipment (Notes 1 & 3)

Land 8,531,041
Buildings 4,167,261
Improvements other than buildings 10,762,332
Improvements in progress 1,131,129
Equipment 376,042
Fumiture & fixtures 56,191
25,023,996
Less: Accumulated Depreciation 7,904,510
Total Poperty, Plant, & Equipment 17,119,486
Other Assets
Loan costs, net 9,479
Total Assets $ 18,576,068

Liabilities and Net Assets

Current Liabilities

Accounts payable 3 305,793
Accrued wages and taxes 14,080
Accrued interest 15,929
Current portion of long-term debt (Note 7) 10,237
Total Current Liabilities $ 346,039

Long - Term Liabilities

Loans payable less short-term portion (Note 7) 643,763

Accrued vacation 9,287
Total Long - Term Liabilities 653,050
Total Liabilities 999,089

Net Assets

Invested in capital assets, net of related debt 16,465,486

Unrestricted 1,111,493
Total Net Assets 17,576,979
Total Liabilities & Net Assets $ 18,576,068

The Notes to Financial Statements are an integral part of this statement.



Virginia Highlands Airport Authority
A Component Unit of Washington County, Virginia
Washington County, Virginia
Statement of Revenues, Expenditures,
And Changes in Net Assets
For the Year Ended June 30, 2011

Operating Revenues:
Fuel sales $
Rental income
Miscellaneous income

Exhibit 2

Total Operating Revenues

Cost of Goods Sold:
Beginning inventory at July 1, 2010
Add: Purchases

Goods available for resale
Less: Ending inventory at June 30, 2011

Total Cost of Goods Sold
Gross Profit
Total Operating Expenses (Schedule 1)

Net Income (Loss) Before Non-Operating Revenues
(Expenses) and Capital Contributions

Non-Operating Revenues (Expenses)
Interest income
Washington County appropriations
Interest expense

Total Non-Operating Revenues (Expenses)
Income (Loss) Before Capital Contributions
Capital Contributions
Change in net assets
Net assets at beginning of year

Net assets at end of year

The Notes to Financial Statements are an integral part of this statement.

Amount
1,482,056
256,799
9,991
$ 1,748,846
64,742
1,034,039
1,098,781
78,772
1,020,009
728,837
1,093,064
(364,227)
5,583
88,539
94,122
(270,105)
377,183
107,078
17,469,901

§ 17,576,979




Virginia Highlands Airport Authority

A Component Unit of Washington County, Virginia
Washington County, Virginia

Statement of Cash Flows

For the Year Ended June 30, 2011

Cash Flows from Operating Activities
Cash received from customers and others
Cash payments to suppliers for goods and services
Cash payments to employees for services and benefits

Net Cash Flows Provided By Operating Activities

Cash Flows From Non-Capital Financing Activities
Cash received from operating grants and contributions

Cash Flows From Capital and Related
Financing Activities
Interest paid
Repayment of principle on debt
Loan costs
Proceeds from debt
Capital projects & assets purchased

Capital contributions received

Net Cash Flows Provided By Capital And Related Financing Activites

Cash Flows From Investing Activities
Interest Received

Increase In Cash and Cash Equivalents
Cash and Cash Equivalents At Beginning of Year

Cash and Cash Equivalents At End of Year

Reconcilitation Of Operating Income to Net Cash
Provided By Operating Activities
Net loss from operations
Noncash items included in net loss
Depreciation and amortization
Changes in operating assets and liabilities
Receivables
Inventory and prepaids
Payables and other liabilities

Net Cash Provided By Operating Activities

The Notes to Financial Statements are an integral part of this statement.

Exhibit 3
Amount
1,738,119
(1,286,256)
(341,963)
$ 109,900
88,539
(9,750)
654,184
(739,513)
365,840
270,761
5,583
474,783
810,487
$ 1,285,270
(364,227)
453,387
(10,727)
(7,410)
38,877
$ 109,900




VIRGINIA HIGHLANDS AIRPORT AUTHORITY

NOTES TO FINANCIAL STATEMENTS

June 30, 2011

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Financial Statement Presentation

The Financial Statements of the Virginia Highlands Airport Authority have been prepared in
conformity with generally accepted accounting principles (GAAP) as applied to governmental
units. The Governmental Accounting Standards Board (GASB) is the accepted standard-setting
body for establishing governmental accounting and financial reporting principles. The Authority
applies all GASB pronouncements as well as the Financial Accounting Standards Board
pronouncements issued on or before November 30, 1989, unless those pronouncements conflict
with or contradict GASB pronouncements.

Proprietary Fund Type

Proprietary Funds account for operations that are financed in a manner similar to private business
enterprises. The proprietary fund measurement focus is upon determination of net income,
financial position, and cash flows. The proprietary fund of the Authority is an Enterprise Fund
which includes all of the Authority's operations.

Enterprise Fund

The Enterprise Fund accounts for the financing of services to the general public where all or most
of the operating expenses involved are recovered in the form of charges to users of such services.

Reporting Entity

The Authority has been included in the general purpose financial statements of Washington
County, Virginia as a component unit, in accordance with Statement 14 of the Governmental
Accounting Standards Board.

Basis of Accounting

The Enterprise Fund uses the accrual basis of accounting. Under this method revenues are
recognized in the accounting period in which they are earned, while expenses are recognized in
the accounting period in which the related liability is incurred.

Inventory
The Inventory is valued at lower of cost or market using the first in, last out method.

Cash and Cash Equivalent

Virginia Highlands Airport Authority considers all highly liquid investments with an original
maturity of three months or less when purchased to be cash equivalents.

(CONTINUED)

































