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COUNTY OF FRANKLIN

113 Market Street ® Louisburg, N.C. 27549
Office (919) 496-5994 @ Fax (919) 496-2683
www.franklincountync.us

December 10, 2019

To the Board of County Commissioners and Citizens of Franklin County:

We are pleased to present the Comprehensive Annual Financial Report for the fiscal year ended June 30, 2019. State law
requires that local governments publish within six months of the close of each fiscal year a complete set of financial
statements presented in conformity with Generally Accepted Accounting Principals, or GAAP, that have been audited by
a firm of licensed Certified Public Accountants as required by state law and in accordance with generally accepted
accounting standards.

This report consists of management’s representation concerning the finances of the C ounty. Consequently, management
assumes full responsibility for the completeness and reliability of all of the information presented in this report. To
provide a reasonable basis for making these representations, management of the County has established a comprehensive
internal control framework that is designed to protect the government’s assets from loss, theft. or misuse and to compile
sufficient reliable information for the preparation of County of Franklin’s financial statements in conformity with GAAP.
Because the cost of internal controls should not outweigh their benefits, the County’s comprehensive framework of
internal controls has been designed to provide reasonable rather than absolute assurance that the financial statements will
be free from material misstatement. As management, we assert that. to the best of our knowledge and belief, this financial
report is complete and reliable in all material respects.

The following financial statements were audited by Winston, Williams, Creech, Evans, and Co. LLP, an independent firm
of Certified Public Accountants. The goal of the independent audit was to provide reasonable assurance that Franklin
County’s financial statements for the fiscal year ended June 30, 2019 are free of material misstatement.

The independent auditing team examined and tested the evidence supporting the amounts and disclosures in the financial
statements, assessed the staff’s knowledge and use of accounting principals, and evaluated the County’s overall financial
presentation. Based on their findings, the independent auditors concluded that there was a reasonable basis for
rendering an unmodified opinion that Franklin County's financial statements for the fiscal year ended June 30, 2019 are
Jairly presented in conformity with GAAP. The independent auditor’s report is included as the first section of this
financial report.

The independent financial audit also serves the special needs of federal grantor agencies. This requires not only the
assessment of financial statements, but also an audit of internal controls and compliance with legal requirements,
particularly those concerning the administration of federal and state awards, grants, and financial assistance. The results
of this single audit provided no instances of material weaknesses in the internal control structure or significant violations
of applicable laws and regulations. These special findings can be found in the compliance section of this report.

GAAP also requires that we include a Management's Discussion and Analysis (MD&A) section, which provides an
introduction, overview, and analysis of the financial statements. The County’s MD&A can be found immediately
following the report of the independent auditors.



Profile of the County

Located in the north-central part of North Carolina, Franklin County encompasses 494 square miles and has a population
of roughly 68,900. The NC General Assembly created Franklin County from a portion of Bute County on January 29,
1779. The County is named in honor of Benjamin Franklin, who was in France at the time requesting aid during the
Revolutionary War. Five municipalities are located in Franklin County: Town of Bunn, the Town of Youngsville, the
Town of Franklinton, the Town of Louisburg (county seat,) and part of the Town of Wake Forest.

Franklin County has a commissioner/ manager form of government in which the County is divided into five districts, and
a Commissioner is elected from each district on a partisan basis. There are also two commissioners elected at large. Each
commissioner serves for a staggered four-year term. The Board of Commissioners holds policy-making and legislative
authority and approves the budget. The County Manager implements policies, oversees daily operations, and selects
departmental managers.

The County provides citizens with a variety of services including public safety, emergency services, health and human
services, economic development, and cultural and recreational opportunities. It is also the home of two junior and
technical colleges. Founded in 1787, Louisburg College is the nation’s oldest junior college, and offers competitive
academic four-year transfer programs in various subjects. The Vance Granville Community College satellite campus also
offers several technical trade programs. The citizens of Franklin County enjoy access to cultural, leisure, and historical
venues, such as various walking trails and parks, the DeHart Botanical Garden owned by Louisburg College, the historical
Laurel Mill site, Hill Ridge and Vollmer Farms, Foster Family Vineyard, and the International Whistlers Museum.

LONG-TERM PLANNING & MAJOR INITIATIVES

THE BUDGETING PROCESS: The budget is organized by fund and department, as required by NC General Statutes.
Each department must submit a detailed budget request by April 1% of each year. Management considers these annual
departmental requests, as well as the long-term needs of the County when making decisions about the appropriate
allocation of funds. The County Manager must then present the budget proposal to the Board of Commissioners by June
1%, and the Board must hold a public hearing on the proposal and adopt a formal budget by June 30". The Board also
approves separate project ordinances for special projects that are estimated to take more than one year to complete.

Once the budget is approved by the Board of Commissioners, the County Manager has authority to transfer amounts
between objects of expenditures and between departmental appropriations in the same fund without limitation and without
a report to the Board of Commissioners.

MAJOR INITIATIVES: The goal of Franklin County’s Management team and Board of Commissioners is to
continuously improve services and respond to the County’s changing needs in the most efficient way possible. The section
below provides information about the major strategic initiatives undertaken over the last year that prove our ongoing
commitment to the citizens of Franklin County.

Radio Upgrade Project

The County upgraded the Public Safety Radio System to include adding two channels, upgrading NSC equipment,
upgrading to Phase 2 technology, incorporating the Youngsville site via microwave link, and replaced radio dispatch
consoles. The total cost of the project was $2,613,971 which included $1,178,092.89 provided via a funding
reconsideration that was approved by the NC 911 Board; $1,204,482 provided via a grant awarded by the NC 911 Board;
$160,196 from Franklin County’s 911 Fund balance; $71,200 from the County. One final payment of $71,545 remains to
be paid to the vendor after final adjustments to the radio dispatch consoles are completed which is expected to be
complete by the end of January 2020.




Franklinton & Youngsville Pump Station Replacements

The pump station replacement projects were completed in June 2019. The projects replaced pump stations that were
beyond their useful service life. The purpose of the projects were to upgrade old equipment with new and state of the art
and energy efficient products. The projects also upgraded our SCADA monitoring capabilities and new back-up
generators.

Triangle North Franklin

The Triangle North Franklin project installed a new duplex sewage pump station with back-up generator and odor control
system. It also included the installation of approximately 15,000 linear feet of 8” sewer force main. The project was
funded through an IDF Grant. The original project cost came in at $1,329,100.00. Due to site conditions and additional
work, there have been 4 change orders bringing the total project cost to $1,569,748.73. The additional costs are being
funded through the Kerr-Tar Regional Economic Development Commission. This project is still on-going and estimated
completion is February 2020.

Wastewater Treatment Plant Repairs

The County received a 0% loan with partial principal forgiveness from the State Of North Carolina Division of Water
Infrastructure in April 2019. The funding is for repairs to the wastewater treatment plant, which involves the replacement
of the aerobic digester, replacement of the old AAA basin, new blowers and building, and associated appurtenances. The
loan amount is for $8,316,000 with a principal forgiveness of $217,083. The plans and specifications are being completed
to be turned into the state in February 2020 for review with an estimated construction start date of Spring 2021.

Sewer Pump Station Replacement

The County received a 0% loan in the amount of $1,365,000 from the State Of North Carolina Division of Water
Infrastructure in April 2019. The funding is for the replacement of three sewer pump stations in Franklinton (Korea
Street, US12A, & Oak Ridge). The pump stations are over 20 years old and have exceeded their useful service lives. The
rehabilitation will replace the old analog dialers with SCADA, replace aging pump controls, float switches, and add new
energy efficient pumps, emergency by-pass pumping connections, and safety equipment. The plans and specifications are
at the state for review with an estimated construction start date of Spring 2021.

Triangle North Executive Airport (TNEA)

Triangle North Executive Airport is the second largest general aviation airport in the State of North Carolina for based
aircraft. TNEA continues to blossom in many ways in both infrastructure growth and tenants that call us home. TNEA is
at the half way mark of the new Master Layout Plan (MLP) of the airfield per a $410,000 grant from the N.C. Department
of Transportation — Division of Aviation. The MLP will provide TNEA with the knowledge for expansion opportunities to
the airfield to include a possible runway extension, terminal placement, road movements and building infrastructure. The
runway extension project with the MLP is a long-term project that will continued to be evaluated. The Airport is also
beginning the process of design and construction for a new $1.6 million grant to rehabilitate the airfield with LED lights,
signage and infrastructure. Recently, TNEA has been named the home of Civil Air Patrol’s Squadron 145 FLIR camera
search and rescue unit that will operate 24/7 to assist the State of North Carolina and Franklin County with search and
rescue, disaster recovery and aerial photography from natural disasters. Lastly, TNEA also has added a vital part of
aviation to its community with a new FAA avionics lab as well as an expanded flight school and maintenance operation.

Triangle North Franklin Business Park

Triangle North Franklin Business Park (TNF) received designation as an Opportunity Zone increasing the benefits and
appeal of investing in or locating at the Business Park. NCDOT hosted the ground-breaking ceremony for the start of the
four-laning of US 401 at TNF in early 2019. This road project adds to the benefits of TNF by increasing accessibility.
The two existing buildings at TNF have recently sold and the companies are now upfitting the properties for their use.
This will bring an estimate of 55 new jobs to Franklin County with a planned date of 2020 for the companies to locate in
the buildings.

Triangle North Franklin completed the sewer infrastructure project thanks to the grant received from the Golden
LEAF/N.C. Rural Infrastructure Authority. The grant funds, with assistance from the Kerr-Tar Regional Economic
Development Corporation, also provided funding for construction of sewer at the Triangle North Executive Airport.

Additionally, as part of the Franklin County Comprehensive Development Plan, we are creating a concept of the area as a



business campus with ability to attract commercial as well as industrial businesses. Triangle North Franklin remains the
only Triangle North site adjacent to an airport making it uniquely positioned among the Triangle North parks.

V.E. and Lydia H. Owen Recreational Park at Bull Creek

The Grand Opening for Owens Park was held in July 2019. Amenities currently available at the 167-acre site are a paved
ADA accessible one-half mile walking trail, a playground, a stocked fishing pond with ADA dock access, two nature
trails and a gravel parking lot. A combined restroom and picnic shelter and three rustic campsites are nearing completion.
The County purchased the former Bull Creek Golf and Country Club located northeast of Louisburg in November of
2014. Other facilities at the park include a 3,200 square-foot Parks and Recreation Department Office and two other
4,000 square-foot maintenance buildings as well as four ponds. This purchase was made possible by a gift from the Estate
of Edgar H. Owens. Phase 1 of the master plan was developed and approved by the County Commissioners and partially
funded by a LWCF $250,000 federal matching grant the anticipated completion date for all projects in Phase 1 is March
2020. Plans for future phases of the Park are being developed.

Franklin Medical Center

Franklin County and Duke LifePoint Maria Parham LLC entered into a Lease Agreement in October 2017 for the
County’s hospital facility now being operated as Maria Parham Franklin. The facility began serving patients in October
2018 in its emergency room facility. Renovations and accreditations for the 13 Bed Geriatric Behavioral Health Unit
were completed in 2019 making that unit available for patients. In February 2020, construction will be complete on a new
20 Bed Adult Behavioral Health Facility being constructed adjacent to the existing facility. When all phases on the
campus are completed, the capital investment is expected to exceed more than $16 million, which has been made possible
by Duke LifePoint Healthcare, the Dorothea Dix Hospital Property Fund, the Golden Leaf Foundation and the North
Carolina Department of Commerce

Disaster Preparedness and Recovery Planning
Franklin County made significant progress in gathering data and populating a database to support the County’s Disaster

Preparedness and Recovery Process. Franklin County is the pilot county working with vendor Builder Services in this
effort. All departments participated in providing information and helping to prioritize how functions would be addressed
in the event of a disaster. The goal is to recover from a disaster and maintain our continuity of operations in the most cost
effective and efficient manner.

Broadband Initiative

In June 2019, the Board of Commissioners approved an Agreement with Open Broadband LLC to support the deployment
of broadband internet service in the unserved and underserved areas of Franklin County. The Agreement provides grants
of up to $188,000 annually for four years to Open Broadband based on deployment and performance data. The process
was a regional effort with Vance and Granville Counties and included a resident survey and RFP Process to select an ISP
willing to help with the County’s objectives of improving service availability.

Datacenter Virtualization

Franklin County installed a new virtual computer system in a hardened data facility. This project will provide the County
the flexibility to quickly relocate anywhere in the area and maintain continuity of operations. The recovery time objective
will now be measured in hours instead of days.

ECONOMIC CONDITIONS AND FINANCIAL OUTLOOK

Franklin County’s unemployment rate as of June 30, 2019 was 4.7%. Although the County’s economy has traditionally
been dependent on agriculture and textiles, today Franklin County enjoys a diverse economic profile: 23% of employment
in the County is in manufacturing, 37% is in service producing industries, 19% is in government, 9% is in construction,
38% is in other nonagricultural employment and 1% is in agriculture. Major agricultural commodities include tobacco,
grain, livestock and forestry products. (“Summation by industry may not match the total since the totals include the
undisclosed data suppressed within the detailed data without revealing those date.”) Franklin County is also a proud
member of the eleven-county Research Triangle Regional Partnership, which provides us with additional marketing
support in connection to attracting new business prospects into the County.



The population of Franklin County has also increased steadily over the last several years. In fact, an average of 6 people,
or one and 1/2 household, move into the County every day. The County issued 854 residential building permits during the
fiscal year 2019, up from 671 permits in fiscal year 2018. Much of the residential growth has occurred along the Wake
County border and near one of the five major highways that run through Franklin County. Residents are within 21 miles
of Raleigh, and 35 miles of Research Triangle Park. The ease of access to neighboring regions contributes to the fact that
approximately 60% of Franklin County’s citizens are employed outside of the County.

County management anticipates that the residential base will continue to grow. This presents the opportunity for new
industrial prospects, and for new businesses that cater to the local community. However, it also requires that we
appropriately forecast the need for additional infrastructure and governmental services. In 2015, the County successfully
purchased the Town of Franklinton’s water and sewer system, and recently completed several treatment plant upgrades.
This allowed us to improve and expand to serve more residents. The County currently purchases an average of 2.1 million
gallons of water per day from the City of Henderson, and 129,000 gallons per day from the Town of Louisburg, in order
to meet daily water needs. With the purchase of the Franklinton Water and Sewer System, the County has acquired a
water plant that has the potential of treating 350,000 gallons of water per day. The County also treats an average of
900,000 gallons of waste water per day.

The County has also taken measures to ensure that adequate facilities and funding will continue to be available to the
public-school system. Franklin County funded the school system over $18.9 million in revenue from the County during
the 18-19 fiscal year representing 100% of requested school funding.

Franklin County’s largest corporate citizen is Novozymes North America, Incorporated, with 691 employees and a
current property value of $162.2 million. During the last fiscal year, the company provided the county with over $1.3
million in property tax revenue. Novozymes is also the County’s largest Public Utilities customer, averaging 1.137
million gallons per day and $2,387,653 in annual water sales in addition to $738,950 in annual sewer sales.

Last year, Novozymes represented 2.89% of the county’s tax base. Other companies ranked among the top five tax payers
include: KFlex USA (taxable value of 67.2 million), Duke Energy (taxable value of $63.4 million,) Wake Electric
(taxable value of $30.4 million,) and Palviz America (taxable value of $19.7 million). These top five companies
generated $2.76 million in property tax revenue, or 6.1% of Franklin County’s total property tax base. Franklin County
has taken measures to reduce the risk of over-reliance on these few large tax payers. which could potentially negatively
impact bond ratings available to the County.

SINGLE AUDIT

As a recipient of federal, state and county assistance, the County also is responsible for ensuring that an adequate internal
control structure is in place to ensure compliance with applicable laws and regulations related to those programs. This
internal control structure is subject to periodic evaluation by management and the Finance Department staff of the
County. As a part of the County's single audit, described earlier, tests are made to determine the adequacy of the internal
control structure, including that portion related to federal and state financial assistance programs, as well as to determine
that the County has complied with applicable laws and regulations. The results of the County's single audit for the fiscal
year ended June 30, 2019, provided no instances of material weaknesses in the internal control structure or significant
violations of applicable laws and regulations.

CASH MANAGEMENT AND RISK MANAGEMENT

Cash Management — Franklin County follows an accounting policy in which all budgeted expenditures must equal
estimated revenues. We are proud to report that, due to our diligent discretionary spending practices, the county’s actual
expenditures for the last fiscal year were less than budget. In fact, the County added to the General Fund a total of
$2,445,945. The County uses a central depository system to pool moneys from all funds and facilitate disbursements and
investments. All depositories in excess of amounts insured by the FDIC via the pooling method are collateralized
according to North Carolina General Statute 159-31. At the end of the fiscal year, $315,891 of the bank balance was
covered by federal depository insurance, and $24,914,466 was covered by collateral held under the Pooling Method. In
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accordance with North Carolina General Statute 159-30, we invested temporarily idle cash in interest-bearing accounts,
principally through the North Carolina Capital Management Trust, BB&T, and First Citizens Bank. At June 30, 2018, the
County’s deposits had a carrying value of $24,661,558 and a bank balance of $25.230.357.

Risk Management — The County participates in two insurance pools developed by the North Carolina Association of
County Commissioners which provide coverage for general liability and worker’s compensation. The limits of coverage
include the following: jail and public safety officers’ liability of $2 million, vehicle liability of $2 million, and property
damage of $86 million. The County also provides self-insured health and dental benefits administered by Blue Cross/Blue
Shield. This year these three insurance coverages cost the county $9.13 million, an increase of more than $1.6 million
since last year.

In order to help lower insurance costs, reduce workplace safety risks, and promote employee wellness, the County has
appointed a Safety and Wellness Officer. The Safety Officer makes periodic on-site inspections, provides employee
safety and wellness educations, and makes recommendations to improve safety practices. The County has also established
a safety committee that assists the Safety and Wellness Officer to implement new and existing safety measures.

PENSION AND OTHER POST EMPLOYMENT BENEFITS

The County believes that providing a competitive benefits package has helped us attract a high-caliber workforce.
Franklin County participates in the state-administered Local Governmental Employees” Retirement System (LGERS), a
cost-sharing multiple-employer defined benefit pension plan. We also sponsor a single-employer defined benefit pension
plan, or a Separation Allowance, for law enforcement employees. Furthermore, the County also provides all employees
with a Supplemental Retirement Income Plan, in which the County contributes the equivalent of 4% (5% for sworn law
enforcement officers) of employee salaries. Lastly, we provide post-retirement health care benefits for retirees, either via
the group health insurance plan or Medicare (for those over the age of 65). Additional information on pension and post-
employment benefits can be found in the notes to the financial statements.

AWARDS AND OTHER INFORMATION

Awards - The Government Finance Officers Association of the United States and Canada (GFOA) has awarded an
annual Certificate of Achievement for Excellence in Financial Reporting to Franklin County for the last 20 consecutive
years. In order to be awarded a Certificate of Achievement, the entity must publish an efficient and well-organized
financial report that satisfied both GAAP principles and legal requirements. We believe that this year’s report continues
to meet these requirements, as we have submitted it to the GFOA in order to continue our record of excellence.

Preparation of this report would not have been possible without the dedicated efforts of the Finance Department staff,
cooperation from all the county’s departments, and the auditing staff at Winston, Williams, Creech. Evans & Company.
Great gratitude is extended to the Board of County Commissioners for their continued support throughout the past year.

Use of the Report. We agree with the GFOA that this annual financial report should be accessible to our governing
body, constituents, oversight bodies, resource providers, investors, and creditors. Accordingly, we have made a copy of
this report available to all the county’s stakeholders, as it can be found at the Franklin County Public Library, the
Franklin County Chamber of Commerce, and on the county’s website at www.franklincountyne.us.

Respectfully submitted,

ﬁ”‘f"'p—’x Nww,a RS F b ey

Angela L. Harris Jamie Holtzman
County Manager Finance Director
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Independent Auditor’s Report

To the Board of County Commissioners
Franklin County, North Carolina

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the business-type activities,
the discretely presented component unit, each major fund, and the aggregate remaining fund information of Franklin
County, North Carolina, as of and for the year ended June 30, 2019 and the related notes to the financial statements,
which collectively comprise Franklin County’s basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance with
accounting principles generally accepted in the United States of America; this includes the design, implementation,
and maintenance of internal control relevant to the preparation and fair presentation of financial statements that are
free from material misstatement, whether due to fraud or error.

Auditor’s Responsibility

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 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. The financial statements of Franklin County Tourism
Development Authority were not audited in accordance with Government Auditing Standards.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on the auditor’s judgment, including the assessment of the risks of
material misstatement of the financial statements, whether due to fraud or error. In making those risk assessments,
the auditor considers internal control relevant to the entity’s preparation and fair presentation of the financial
statements in order to design audit procedures that a