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RIVERSIDE REGIONAL JAIL

1000 River Road Post Office Box 1041 Hopewell, Virginia 23860
Phone (804) 524-6600 Fax (804) 524-6659

December 10, 2009

The Board of Directors
Riverside Regional Jail Authority

We are pleased to submit the Comprehensive Annual Financial Report (CAFR) of the
Riverside Regional Jail Authority (Jail Authority) for the fiscal year ended June 30, 2009. The
report was prepared by the Superintendent and Finance Department, who assume full
responsibility for the accuracy of information, and the completeness and fajrness of
presentation. We believe the financial information, as presented, is accurate in all material
respects and that it is presented in a manner designed to fairly set forth the financial position
and results of operations as measured by the financial activity of the Jail Authority’s
Enterprise Funds (Operating and Canteen).

Riverside Regional Jail Authority 1s required to undergo an annual audit in conformity with
the provisions of the Specifications for Audits of Authorities, Boards and Commissions issued
by the Auditor of Public Accounts of the Commonwealth of Virginia. This report was
prepared in accordance with generally accepted accounting principles (GAAP) as set forth in
the pronouncements of the Governmental Accounting Standards Board (GASB). In the
performance of this audit, consideration is given to the adequacy of the Jail Authority’s
internal accouriting control structure. Internal controls are designed to provide reasonable, but
not absolute, assurance regarding the safeguarding of assets against loss from unauthorized
use or disposition and the reliability of financial records for preparing financial statements and
maintaining accountabihity for assets. The concept of reasonable assurance recognizes that the
cost of an internal control structure should not exceed the benefits likely to be derived, and
therefore, management must continuously evaluate the benefits of various controls given the
related costs of implementation. We believe that the Jail Authority’s internal accounting
controls adequately safeguard assets and provide reasonable assurances of proper recording of
financial transactions.

The certified public accounting firm of Goodman & Company, LLP has audited the June 30,
2009 basic and combining financial statements. The goal of the independent audit was to
provide reasonable assurance that the financial statements of the Riverside Regional Jail
Authority for the fiscal year ended June 30, 2009, are free of material misstatement. The
independent audit involved examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements; assessing the accounting principles used and the
significant estimates made by management; and evaluating the overall financial statement
presentation. The independent auditor concluded, based upon the audit, that there was a
reasonable basis for rendering an unqualified opinion that the Riverside Regional Jail
Authority’s financial statements for the fiscal year ended June 30, 2009, are fairly presented in
conformity with accounting principles generally accepted in the United States of America. The
independent auditor’s report is presented as the first component of the financial section of this
report.
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Serving the Cities of Colonial Heights, Hopewell, and Petersburg, and Counties of Charles City. Chesterfield, Prince George, and Surry




Governmental Accounting Standards Board (GASB) pronouncements require that management provide a
narrative introduction, overview, and analysis to accompany the basic financial statements in the form of
Management’s Discussion and Analysis (MD&A). This letter of transmittal is designed to complement MD&A
and should be read in conjunction with it. The Jail Authority’s MD&A can be found immediately following the
auditor’s report in the financial section.

PROFILE OF THE ORGANIZATION

The Riverside Regional Jail Authority, a political subdivision of the Commonwealth of Virginia, was created by
Chapter 726 of the 1990 Acts of the General Assembly of Virginia, and was formed on June 21, 1990. The
participating jurisdictions of the Jail Authority include the Cities of Colonial Heights, Hopewell and Petersburg
and the Counties of Charles City, Chesterfield, Prince George and Surry. The Jail Authority is governed by a
fourteen-member board, comprised of two members from each participating jurisdiction.

The general purpose of the Jail Authority is to maintain and operate a regional jail to meet the needs of the
partictpating jurisdictions for additional jail facilities. The regional jail is located in the County of Prince George
adjacent to the Petersburg Federal Correctional Institution and houses inmates primarily from member
jurnisdictions. If space is available, inmates from other jurisdictions, including state and federal inmates, are
accepted.

FACTORS AFFECTING FINANCIAL AND ECONOMIC CONDITION

Economic Condition

The Jail Authority is in sound financial and economic condition, and the economic outlook is stable. The
economic stability of the Jail Authority is based on the contractual obligation of each member jurisdiction to pay a
per diem rate of $37 per inmate per day.

Change m net assets for the Operating Fund totaled $7,426,697 for the year 2009 after the member jurisdictions
transfer of $1,341,900, compared to the change in net assets for the year 2008 of $4,271,583 after the member
jurisdictions transfer of $2,732,741.

The amount of $1,341,900 was returned to the member jurisdictions as a refund from accumulated excess cash
balances for fiscal year 2008.

Current year Operating Fund revenues experienced an increase of $6,372,193 as compared to prior year Operating
Fund revenues. The member jurisdictions’ revenues decreased by $152,736 due to a decrease in the inmate
average daily population. Federal inmate housing and transportation decreased $1,105,927. The funding from the
Compensation Board for reimbursement of staff salaries, office expenses and equipment increased $401,198. The
revenue from nonmember jurisdictions increased $32,197.

Excluding the $1,341,900 transfer to member jurisdictions, current year expenses increased $1,303,838 as
compared to prior year. Most of this increase is related to staff raises, food, medical services and payment to the
Commonwealth of Virginia for the State Reduction in Aid to Localities. Current year food service expenses
increased by $94,135 as compared to the prior year and medical services and supplies increased $20,633. Repairs
and maintenance increased $179,558.

During the fiscal year, the Jail Authority was obligated to make payment of $601,459 to the Commonwealth of
Virginia for its share in the State Reduction in Aid to Localities per Item 475.20, Chapter 879 of the 2008 Acts of
Assembly (2008 Appropriation Act). This Appropriation Act requires a $50 million reduction in state aid to local
governments in both fiscal years 2009 and 2010.



The Canteen Fund experienced an increase in net assets of $45,380 during fiscal year 2009. This increase in net
assets is attributed to the Jail Authority utilizing more of the canteen profits to fund allowable expenses that are
used solely for the benefit of the inmates.

Long-term Financial Planning

As part of the annual budget process, estimated revenues and justification of those revenues are forecasted for
future trends. The process focuses on operating revenues and expenses as well as debt service and investment
income.

Basis of Accounting

The financial records of the Operating and Canteen Funds are maintained on the accrual basis of accounting,
which requires that revenues be recorded when the earning process is complete and that expenses be recorded as
liabilities are incurred. Therefore, revenues include amounts that have been earned but not collected and expenses
include liabilities that have been incurred but not paid.

Debt Administration

On May 8, 2003, the Jail Authority issued the Series 2003 Jail Facility Revenue Bonds for $61,755,000. A portion
of the Series 2003 Jail Facility Revenue Bond proceeds and the Local Government Investment Pool (LGIP)
expansion fund were used to pay certain costs of constructing an expansion to the existing Pre-Release Center to
provide an additional 180 beds to alleviate some of the space pressures of an increasing jail population. The total
cost of expansion of the Jail Authority’s existing Pre-Release Center was $10,175,297 and the Certificate of
Occupancy was issued in December 2007.

The Jail Authority deposits funds monthly with the bond trustee for the purpose of accumulating cash that will be
sufficient to satisfy the Jail Authority’s portion of principal and interest payments coming due on the outstanding
Series 2003 Jail Facility Revenue Bonds. During the year, the Jail Authority made payments to the bond trustee
totaling $5,107,768 for the July 1, 2009 principal ($2,235,000) and interest ($2,872,768) payments.

On August 7, 2007, the Authority issued 2007 Bond Obligations totaling $89,130,000 to construct a 480-bed
expansion of the main Jail to add (2) two new housing units. The following denotes the 2007 Bond Obligations:

e Series 2007 Jail Facility Revenue Bonds: $47,220,000
e Series 2007 Jail Facility Senior Revenue Anticipation Notes: $34,520,000
e Series 2007 Jail Facility Subordinate Revenue Anticipation Notes: $7,390,000

The Authority began construction of the Main Jail expansion on September 26, 2007. The anticipated completion
date of the Main Jail expansion is February 2010.

Cash Management

Operating and Canteen fund cash, temporarily idle during the year, was invested in overnight repurchase
agreements ($4,215,000 and $388,000 respectively on June 30, 2009). Interest income from these investments
totaled $14,528 (Operating) and $837 (Canteen) for the year. The Jail Authority’s investment policy is to
minimize credit and market risks while maintaining a competitive yield on investments. Accordingly, deposits
were either insured by federal depository insurance or collateralized in accordance with the Virginia Security for

Public Deposits Act.



The LGIP expansion fund totaled $14,288,793 as of June 30, 2009. The principal portion of the expansion fund
totaled $12,348,976 and the interest portion for the LGIP account was $1,939,817 for fiscal year 2009.

On February 27, 2009, the Jail Authority received $5,420,483 from the Commonwealth of Virginia Department of
Corrections for the State’s share of 50% reimbursement for the expansion of the Pre-Release Center that was
completed during fiscal year 2008. This amount was deposited into the LGIP.

At June 30, 2009, restricted cash and investments of the Jail Authority totaled $37,601,410. Of this amount,
$10,054,344 was invested in money market accounts with the Commonwealth of Virginia State Non-Arbitrage
Program and $4,449,216 was invested with Bayerische Landesbank in repurchase agreements. During the fiscal
year, investments generated interest revenue totaling $2,682,832. Inmate funds totaling $71,430 and employee
association funds of $12,667 were not invested.

Risk Management

The Jail Authority’s risk management program involves maintaining comprehensive insurance policies, and
identifying and monitoring loss exposure. The Jail Authority’s comprehensive property, boiler and machinery,
automobile, business interruption, inland marine and worker’s compensation insurance is provided through the
Virginia Municipal Self-Insurance Association (Association). The purpose of the Association is to create and
administer group self-insurance pools for political subdivisions of the Commonwealth of Virginia pursuant to the
authority provided in Chapter 11.1 of Title 15.1 of the Code of Virginia. The Association is managed by an eight-
member Supervisory Board, who is elected by members at their annual meeting. Annual rates are based on
estimated claims and reserve requirements. Pool deficits, should they materialize, will be eliminated through the
levying of an additional assessment upon Association members.

The Commonwealth of Virginia, Department of General Services, and Division of Risk Management provides the
Jail Authority’s general liability, and faithful performance of duty bond coverages.

Capital Assets

Operating and Canteen Fund assets with a cost of $5,000 or more are capitalized and depreciated over their useful
lives using the straight-line method. As of June 30, 2009, capital assets, accumulated depreciation and
depreciation expense for the Operating Fund totaled $172,569,385, $19,822,045 and $1,737,811 respectively.
Capital assets for the Canteen Fund totaled $22,278 and are fully depreciated.

The Pre-Release Center was completed June 20, 1996 and began housing inmates in August 1996. The first phase
of the main jail was completed July 1997 and began housing inmates shortly thereafter. The expansion of the Pre-
Release Center was completed in December 2007. The various costs of construction have been capitalized and
will be depreciated over their useful lives.

AWARDS AND ACKNOWLEDGMENTS

The Government Finance Officers Association of the United States and Canada (GFOA) awarded a Certificate of
Achievement for Excellence in Financial Reporting to Riverside Regional Jail Authority for its comprehensive
annual financial report for the fiscal year ended June 30, 2008. This was the eleventh consecutive year that
Riverside Regional Jail Authority has achieved 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.



The Certificate of Achievement is valid for a period of one year only. We believe that our current comprehensive
annual financial report continues to meet the requirements of the Certificate of Achievement program and we are
submitting it to the GFOA to determine its eligibility for another certificate.

In addition, the Jail Authority was accredited by the American Correction Association (ACA} in 1999, 2002 and
2006. The accreditation program is a professional peer review process based on national standards that have
evolved since the founding of the ACA in 1870. ACA standards address services, programs and operations
essential to effective correctional management. Standards set by ACA reflect practical up-to-date polices and
procedures and function as a management tool for agencies and facilities throughout the world. The Jail Authority
is one of over 1500 correctional organizations currently involved in the accreditation process across the nation and
represents one of only five of the state’s ninety-seven jails to be certified by ACA.

The Jail Authority also received accreditation from the Virginia State Board of Corrections in April 2009. An

extensive audit was conducted and the Jail Authority received unconditional certification, a grade of 100 percent

under Board of Corrections standards.

Finally, the preparation of this report could not be accomplished without the efficient and dedicated efforts of the
employees of the Riverside Regional Jail Authority. Of special mention are Donna Albanese, Christine Beach,
Christina Compton, Kelly Flexon and Patricia Fazio.

Further appreciation is extended to each member of the Riverside Regional Jail Authority for their continued
interest, dedication and support.

Respectfully submitted,
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Darnley R. Hodge, Sr.
Superintendent

Gyt H. 6ot I

Crystal H. Reid
Director of Administrative Services
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