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MANAGEMENT’S DISCUSSION AND ANALYSIS 
Town of Luray Annual Audit Report 
Fiscal Year Ending June 30, 2011 

 
We are pleased to present the Annual Audit Report for the Town of Luray’s fiscal year ending June 30, 
2011.  The audit was conducted by Robinson, Farmer, Cox, Associates, a certified public accounting firm 
in Verona, Virginia.  The firm has audited our financial records and prepared statements of the 
governmental activities, business type activities, and each major fund.  The Town received an unqualified 
opinion on the financial statements based on the results of this audit. Additionally, the compliance tests 
performed by the firm disclosed no reportable instances of noncompliance.  The following management 
discussion provides an overall review of the Town’s financial activities for the fiscal year ending June 30, 
2011.  The intent of the discussion and analysis is to examine the Town’s financial performance as a 
whole.  Readers should also review the basic financial statements to enhance their understanding of the 
Town’s performance. 
 
The assets of the Town exceeded its liabilities at the close of the fiscal year ending June 30, 2011 by 
$16,142,396 (net assets).  Of this amount, $3,042,894 (unrestricted net assets) may be used to meet the 
government’s ongoing obligations to citizens and creditors. The unrestricted net assets have decreased 
by $385,547 over last fiscal year’s unrestricted balance of $3,428,468.   
 
Assets decreased by $694,094 over the previous budget year.  Assets totaled $31,134,507 on June 30, 
2011, while liabilities only $14,992,111.  As you will note on the adjacent chart the largest assets are 
held in capital assets, this category includes land, buildings, improvements, etc.   

 
At June 30, 2011, the Town’s general fund balance is just over $3 million.  This is a decrease of 
$204,622 over last year’s fund balance of $3,273,622.  At June 30, 2011, the fund balance available for 
spending at the Town of Luray’s discretion amounted to $3,028,046 (unreserved fund balance).   
 
Luray’s investment in capital assets (e.g., land, buildings, machinery, and equipment), less any related 
debt used to acquire those assets that is still outstanding, represents approximately 80 percent of total 
net assets.  The Town uses these capital assets to provide services to citizens; therefore, these assets 
are not available for future spending.  Although the Town’s investment in its capital assets is reported net 
of related debt, it should be noted that the resources needed to repay this debt must be provided from 
other sources, since the capital assets themselves cannot be used to liquidate these liabilities.   
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Town of Luray, Virginia's 

June 30, June 30, June 30, June 30, June 30, June 30,
2010 2011 2010 3011 2010 2011

Land $ 940,793        $ 940,793        $ 149,704         $ 149,704         $ 1,090,497      $ 1,090,497      
Buildings and
 improvements 5,781,771     6,844,924     -                     -                     5,781,771      6,844,924      
Infrastructure 5,387,586     5,387,586     -                     -                     5,387,586      5,387,586      
Utility plant in
 service -                    -                    26,573,137    26,603,985    26,573,137    26,603,985    
Equipment 1,537,900     1,576,511     -                     -                     1,537,900      1,576,511      
Construction in
 progress 802,452        -                    6,540,380      7,031,298      7,342,832      7,031,298      
Total $ 14,450,502   $ 14,749,814   $ 33,263,221    $ 33,784,987    $ 47,713,723    $ 48,534,801    
Less:
Accumulated
 depreciation (7,502,816)    (7,968,260)    (13,824,101)   (14,402,740)   (21,326,917)   (22,371,000)   
Net capital
 assets $ 6,947,686     $ 6,781,554     $ 19,439,120    $ 19,382,247    $ 26,386,806    $ 26,163,801    

Governmental Activities Business-Type Activities Total

Capital Assets

 
 

Town of Luray, Virginia's 

June 30, June 30, June 30, June 30, June 30, June 30,
2010 2011 2010 2011 2010 2011

Current and
 other assets $ 4,063,242     $ 3,911,332     $ 1,378,553     $ 912,042        $ 5,441,795     $ 4,823,374     
Capital assets 6,947,686     6,781,554     19,439,120   19,382,247   26,386,806   26,163,801   
  Total assets $ 11,010,928   $ 10,692,886   $ 20,817,673   $ 20,294,289   $ 31,828,601   $ 30,987,175   
Current and
 other liabilities $ 631,014        $ 691,731        $ 963,474        $ 605,414        $ 1,594,488     $ 1,297,145     
Long-term liabilities 1,420,402     1,210,854     12,656,845   12,336,780   14,077,247   13,547,634   
  Total liabilities $ 2,051,416     $ 1,902,585     $ 13,620,319   $ 12,942,194   $ 15,671,735   $ 14,844,779   
Invested in
 capital assets,
 net of related debt $ 5,702,857     $ 5,751,140     $ 7,025,040     $ 7,348,362     $ 12,727,897   $ 13,099,502   
Unrestricted 3,256,655     3,039,161     172,314        3,733            3,428,969     3,042,894     
  Total net assets $ 8,959,512     $ 8,790,301     $ 7,197,354     $ 7,352,095     $ 16,156,866   $ 16,142,396   

Governmental Activities Business-Type Activities Total

Net Assets

 
 
Liabilities total $14,992,111 and are composed primarily of long term debt.  The remainder of the 
liabilities include accounts payable, compensated absences on the books for employees and short term 
debt.   The Town is well below the legal margin of debt.  This margin established by computing the total 
assessed value of real estate within the Town.  Ten percent of that total is considered the legal margin of 
debt.  On June 30, 2011 the total assessed value of real estate in the Town of Luray was $438,035,700.  
The legal debt margin would therefore be $43,803,570.  As the above information demonstrates, Luray is 
well below that margin. 
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Town of Luray, Virginia's

June 30, June 30, June 30, June 30, June 30, June 30,
2010 2011 2010 2011 2010 2011

Revenues
Program revenues
Charges for services $ 301,541         $ 326,130         $ 2,156,779      $ 2,422,553      $ 2,458,320      $ 2,748,683      
Operating grants and
 contributions 1,068,993      1,207,087      -                     -                     1,068,993      1,207,087      
Capital grants and
 contributions 192,504         7,373             3,959,557      325,053         4,152,061      332,426         
General revenues
Property taxes 1,174,864      1,125,076      -                     -                     1,174,864      1,125,076      
Other local taxes 1,523,260      1,687,513      -                     -                     1,523,260      1,687,513      
Grants and
 contributions not
 restricted to specific 
 programs 74,678           78,717           -                     -                     74,678           78,717           
Unrestricted investment
 earnings 33,010           24,767           1,157             59                  34,167           24,826           
Other 20,767           22,166           -                     -                     20,767           22,166           
Total revenues $ 4,389,617      $ 4,478,829      $ 6,117,493      $ 2,747,665      $ 10,507,110    $ 7,226,494      
Expenses
General government
 administration $ 505,686         $ 500,906         $ -                     $ -                     $ 505,686         $ 500,906         
Public safety 1,084,592      1,073,077      -                     -                     1,084,592      1,073,077      
Public works 2,042,757      2,061,180      -                     -                     2,042,757      2,061,180      
Health and welfare 20,080           16,794           -                     -                     20,080           16,794           
Parsk, recreation
 and culture 821,314         855,668         -                     -                     821,314         855,668         
Community development 275,424         104,148         -                     -                     275,424         104,148         
Interest on long-term
 debt 34,080           36,267           -                     -                     34,080           36,267           
Business-type activities -                     -                     2,347,382      2,592,924      2,347,382      2,592,924      
Total expenses $ 4,783,933      $ 4,648,040      $ 2,347,382      $ 2,592,924      $ 7,131,315      $ 7,240,964      
Change in net assets $ (394,316)        $ (169,211)        $ 3,770,111      $ 154,741         $ 3,375,795      $ (14,470)          
Net assets, beginning 9,353,828      8,959,512      3,427,243      7,197,354      12,781,071    16,156,866    
Net assets, ending $ 8,959,512      $ 8,790,301      $ 7,197,354      $ 7,352,095      $ 16,156,866    $ 16,142,396    

Changes in Net Assets

Activities  Activities Total
Governmental Business-Type

 
 
Overview of the Financial Statements 
 
Aside from identifying any issues related to non-compliance with standard accounting procedures, the 
auditors examined the Town’s operations and records.  As a result of this work certain yearly financial 
statements were composed and are included in the audit report.  These statements demonstrate the 
overall financial position of the Town, the degree of budgetary compliance and focus on the in-flow and 
out-flow of resources (cash-flow) within the Town.  Furthermore they identify the balance of expendable 
resources at the end of the fiscal year.  The Auditor’s financial statements are comprised of three 
components: 
 
• Government-wide financial statements, 
• Fund financial statements, and 
• Notes to the financial statements. 
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Government-wide financial statements - The Government-wide financial statements are designed to 
provide readers with a broad overview of the Town’s finances.  The reports are very similar to the private 
sector in that all current year revenue and expenses are taken into account regardless of when cash is 
received or paid.  Two financial statements are used to present this information: 1) the statement of net 
assets and 2) the statement of activities.  The statement of net assets presents information on all of the 
Town’s assets and liabilities, with the difference between the two reported as net assets.  The statement 
of activities presents information showing how the Town’s net assets changed during the fiscal year.  The 
statement is focused on the gross and net cost of various government functions which are supported by 
general tax and other revenue.  The statement of activities presents expenses before revenues, 
emphasizing that in government, revenues are generated for the express purpose of providing services.  
Both the statement of net assets and the statement of activities focus on functions that are primarily 
funded by taxes and intergovernmental revenues.  Such activities include general government 
administration, public safety, public works, parks and recreation and cultural, and community 
development.  Business-type activities of the Town include the Water and Sewer Funds.  
 
The Town’s net assets are divided into three categories: (1) invested in capital assets, net of debt; (2) 
restricted; and (3) unrestricted.  The preceding chart of Luray’s assets provided a breakout of assets.  At 
the end of the current fiscal year, the Town is able to report positive balances in all categories of net 
assets, both for the Town as a whole and as well as for its separate governmental and business-type 
activities.   
 
Fund financial statements - A fund is a grouping of related accounts that is used to maintain control over 
resources that have been segregated for specific activities or objectives.  The Town of Luray, Virginia, 
like other local governments, uses fund accounting to ensure and demonstrate compliance with finance-
related legal requirements.   
 
All of the funds of the Town can be divided into three categories: governmental funds, proprietary funds, 
and fiduciary funds.  
   
Governmental funds are used to account for essentially the same functions reported as the statement of 
activities in the government-wide financial statements.  This chart demonstrates spending distribution 
among the various governmental funds.  Unlike the government-wide financial statements, the 
governmental fund financial statements focus on near-term inflows and outflows of expendable 
resources, as well as on the balance of expendable resources available at the end of the fiscal year.   
 
Such information may be useful in evaluating a government’s near-term financing requirements.  
Governmental activities decreased the Town’s net assets by $209,009.  Total spending in governmental 
funds was $4,648,040. 
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The proprietary funds are the enterprise or business type funds.  The Town uses enterprise funds to 
account for the water and sewer activities operated by the Town.  The proprietary fund shows operational 
income of $250,262.  The water fund had an operational income of $164,791 and the sewer funds an 
operational income of $85,471.  Overall operating expenses show an increase of $188,827 over the June 
30, 2010 proprietary fund statements.  Unrestricted net assets of the water and sewer funds at the end of 
the fiscal year are $3,733.   
 
Fiduciary funds are used to account for assets held by a government in a trustee capacity or as an agent 
for individuals, private organizations, other governmental units, and/or other funds.  Since fiduciary funds 
report assets held in a trustee or agency capacity for others, these funds cannot be used to support the 
government's own programs.  The Town has no fiduciary funds at this time.  
 
 
Economic Factors in Next Year’s Budget 
 
• The Water Filtration Plant capital project was completed in FY 2010-2011.  Construction began on 

the project in June 2008.  Upgrades to the wastewater treatment plant project should be completed 
in Fiscal Year 2011-2012. 

• The Town is proceeding with the construction of Phase IV of the Luray Train Depot rehabilitation 
project.      

• The Town will continue to promote economic development by investing in our downtown area.  
• The Town of Luray is currently involved jointly with the County of Page to improve the Luray 

Caverns Airport.  This investment will exceed $800,000 in economic development efforts. 
• In Fiscal Year 2011-2012, the Town of Luray will complete the maintenance building and the 

installation of utilities at the Ralph H. Dean Recreation Park.   
• The Town will be erecting a four (4) bay equipment building at Lake Arrowhead.  
• The Town plans to upgrade a water pump station in Forest Hills Subdivision. 
• The Town will begin the planning process for the rehabilitation of the Main Street Bridge. 
• On July 21, 2010, the Town of Luray received its letter of substantial completion for the eight-

hundred thousand dollar downtown revitalization grant project.  
 
 
Requests for Information  
 
This financial report is designed to provide a general overview of the Town of Luray, Virginia’s finances 
for all those with an interest in the Town’s finances.  Questions concerning any of the information 
provided in this report or requests for additional financial information should be addressed to the Town of 
Luray, Town Manager, 45 E. Main Street; Luray, Virginia 22835. 
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