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DATE: October 10, 2014

MEMORANDUM TO: Mr. Mike Ritchie, Town Manager
Town of New Market, Virginia

FROM: Robinson, Farmer, Cox Associates

REGARDING: FY 14 Audit

In planning and performing our audit of the financial statements of the Town of New Market, Virginia for 
the year ended June 30, 2014, we considered the Town’s internal controls to plan our auditing 
procedures for the purpose of expressing our opinions on the financial statements and not to provide 
assurance on the internal control structure.

However, during our audit, we noted certain matters involving the internal controls and other operational 
matters that are presented for your consideration.  This letter does not affect our report dated October 
10, 2014, on the financial statements of the Town of New Market, Virginia. Our comments and 
recommendations are intended to improve the internal controls or result in other operating efficiencies.  
We will be pleased to discuss these comments in further detail at your convenience, to perform any 
additional study of these matters, or to assist you in implementing the recommendations. 

Segregation of Duties

During our audit it was noted that due to the size of the Town, that there is a lack of segregation of duties 
among staff.  The Treasurer has responsibility for all payroll processing transactions, accounts payable 
processing and general ledger control.  It is recognized that the Town Manager approves all invoices 
before they are processed for payment and that payroll is reviewed and approved by the Town Manager 
and Town Mayor.  The risk associated with this arrangement is the fact that the Treasurer has the power 
to make all changes in personnel status, new hires, retirement, pay rate changes, etc.   If there is any 
feasible way to segregate the Human Resources Function from the payroll processing function, this 
would enhance internal controls.

Governmental Accounting Standards Board Pronouncements

In order to assist your staff in preparing for upcoming accounting changes, we have included the 
following summaries of Governmental Accounting Standards Board (GASB) pronouncements that will 
affect the Town in upcoming years.

GASB No. 68 – Accounting and Financial Reporting for Pensions –This statement will have a significant 
impact on essentially every governmental entity in the United States.  Governmental entities will be 
required to record a “net pension liability” on their balance sheets.  The liability is the difference between 
the total pension liability and the value of the assets that have been set aside in a pension plan to pay 
benefits to current employees, retirees, and their beneficiaries.  Additionally, the standards will require 
recording a larger pension expense than amounts reflected currently.  The changes required by these 
new GASB standards relate only to financial reporting and do not impact how governments approach the 
funding of their pension plans.  Clearly the net position of the Town would be reduced which may impact 
future borrowing, bond compliance and the Town’s bond rating. This pronouncement will take effect for 
the fiscal year ending June 30, 2015.
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CERTIFIED PUBLIC ACCOUNTANTS                                                                                                                    A PROFESSIONAL LIMITED LIABILITY COMPANY                    

Communication with Those Charged with Governance

To the Town Council
Town of New Market, Virginia

We have audited the financial statements of the governmental activities, business-type activities, each major 
fund, and the remaining fund information of Town of New Market, Virginia for the year ended June 30, 2014.
Professional standards require that we provide you with information about our responsibilities under generally 
accepted auditing standards and Government Auditing Standards, as well as certain information related to the 
planned scope and timing of our audit. We have communicated such information in our letter to you dated April 
18, 2014. Professional standards also require that we communicate to you the following information related to 
our audit. 

Significant Audit Findings  

Qualitative Aspects of Accounting Practices  

Management is responsible for the selection and use of appropriate accounting policies. The significant
accounting policies used by Town of New Market, Virginia are described in Note 1 to the financial statements.
No new accounting policies were adopted and the application of existing policies was not changed during 
FY2014. We noted no transactions entered into by the entity during the year for which there is a lack of 
authoritative guidance or consensus. All significant transactions have been recognized in the financial 
statements in the proper period.

Accounting estimates are an integral part of the financial statements prepared by management and are based 
on management’s knowledge and experience about past and current events and assumptions about future 
events. Certain accounting estimates are particularly sensitive because of their significance to the financial 
statements and because of the possibility that future events affecting them may differ significantly from those 
expected. The most sensitive estimate affecting the financial statements was:

Management’s estimate of the depreciation expenses and related accumulated depreciation is based 
on useful lives of property and equipment.  We evaluated the key factors and assumptions used to 
develop the items noted above in determining that the amounts are reasonable in relation to the 
financial statements taken as a whole.

The financial statement disclosures are neutral, consistent, and clear.

Difficulties Encountered in Performing the Audit 

We encountered no significant difficulties in dealing with management in performing and completing our audit. 

Corrected and Uncorrected Misstatements  

Professional standards require us to accumulate all known and likely misstatements identified during the audit, 
other than those that are clearly trivial, and communicate them to the appropriate level of management. Our 
procedures disclosed no misstatements that required correction by management.

Disagreements with Management  

For purposes of this letter, a disagreement with management is a financial accounting, reporting, or auditing 
matter, whether or not resolved to our satisfaction, that could be significant to the financial statements or the 
auditors’ report. We are pleased to report that no such disagreements arose during the course of our audit. 



Management Representations 

We have requested certain representations from management that are included in the management 
representation letter dated October 10, 2014.

Management Consultations with Other Independent Accountants  

In some cases, management may decide to consult with other accountants about auditing and accounting 
matters, similar to obtaining a “second opinion” on certain situations. If a consultation involves application of 
an accounting principle to the entity’s financial statements or a determination of the type of auditors’ opinion 
that may be expressed on those statements, our professional standards require the consulting accountant to 
check with us to determine that the consultant has all the relevant facts. To our knowledge, there were no 
such consultations with other accountants. 

Other Audit Findings or Issues 

We generally discuss a variety of matters, including the application of accounting principles and auditing 
standards, with management each year prior to retention as the entity’s auditors.  However, these discussions 
occurred in the normal course of our professional relationship and our responses were not a condition to our 
retention. 

Other Matters

We applied certain limited procedures to management’s discussion and analysis and the schedule of pension 
funding progress, which are required supplementary information (RSI) that supplements the basic financial 
statements. Our procedures consisted of inquiries of management regarding the methods of preparing the 
information and comparing the information for consistency with management’s responses to our inquiries, the 
basic financial statements, and other knowledge we obtained during our audit of the basic financial statements. 
We did not audit the RSI and do not express an opinion or provide any assurance on the RSI.  Our 
responsibility with respect to the budgetary comparison information, which also supplements the basic financial 
statements, is to evaluate the presentation of the schedules in relation to the financial statements as a whole 
and to report on whether it is fairly stated, in all material respects, in relation to the financial statements as a 
whole.

We were engaged to report on individual fund financial statements and supporting schedules, which 
accompany the financial statements but are not RSI. With respect to this supplementary information, we made 
certain inquiries of management and evaluated the form, content, and methods of preparing the information to 
determine that the information complies with accounting principles generally accepted in the United States of
America, the method of preparing it has not changed from the prior period, and the information is appropriate 
and complete in relation to our audit of the financial statements. We compared and reconciled the 
supplementary information to the underlying accounting records used to prepare the financial statements or to 
the financial statements themselves.

Restriction on Use

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

Staunton, Virginia
October 10, 2014
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ROBINSON, FARMER, COX ASSOCIATES 
CERTIFIED PUBLIC ACCOUNTANTS  A PROFESSIONAL LIMITED LIABILITY COMPANY 

 
INDEPENDENT AUDITORS' REPORT 

 
TO THE HONORABLE MEMBERS OF THE TOWN COUNCIL 
TOWN OF NEW MARKET, VIRGINIA 
 
Report on the Financial Statements 
 
We have audited the accompanying financial statements of the governmental activities, the business-
type activities, each major fund, and the remaining fund information of Town of New Market, Virginia, as 
of and for the year ended June 30, 2014, and the related notes to the financial statements, which 
collectively comprise the Town’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. 
 
Auditors’ 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; the standards applicable to financial audits contained in Government Auditing Standards, 
issued by the Comptroller General of the United States; and the Specifications for Audits of Counties, 
Cities, and Towns, issued by the Auditor of Public Accounts of the Commonwealth of Virginia. Those 
standards require that we plan and perform the audit to obtain reasonable assurance about whether the 
financial statements are free from material misstatement.   
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the financial statements.  The procedures selected depend on the auditors’ 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 are 
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness 
of the entity’s internal control.  Accordingly, we express no such opinion.  An audit also includes 
evaluating the appropriateness of accounting policies used and the reasonableness of significant 
accounting estimates made by management, as well as evaluating the overall presentation of the 
financial statements.   
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our audit opinions. 
 
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, each major fund, 
and the remaining fund information of Town of New Market, Virginia, as of June 30, 2014, and the 
respective changes in financial position, and, where applicable, cash flows thereof for the year then 
ended in accordance with accounting principles generally accepted in the United States of America. 
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Other Matters 
 
Required Supplementary Information 
 
Accounting principles generally accepted in the United States of America require that the management’s 
discussion and analysis on pages 3-12, budgetary comparison information, and schedule of pension 
funding progress be presented to supplement the basic financial statements.  Such information, although 
not a part of the basic financial statements, is required by the Governmental Accounting Standards 
Board, who considers it to be an essential part of financial reporting for placing the basic financial 
statements in an appropriate operational, economic, or historical context.  We have applied certain 
limited procedures to the required supplementary information in accordance with auditing standards 
generally accepted in the United States of America, which consisted of inquiries of management about 
the methods of preparing the information and comparing the information for consistency with 
management’s responses to our inquiries, the basic financial statements, and other knowledge we 
obtained during our audit of the basic financial statements.  We do not express an opinion or provide any 
assurance on the information because the limited procedures do not provide us with sufficient evidence 
to express an opinion or provide any assurance.  The budgetary comparison 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 taken as a 
whole.   
 
Other Information 
 
Our audit was conducted for the purpose of forming opinions on the financial statements that collectively 
comprise Town of New Market, Virginia’s basic financial statements.  The individual fund financial 
statements and supporting schedules are presented for purposes of additional analysis and are not a 
required part of the basic financial statements.   
 
The individual fund financial statements and the supporting schedules are the responsibility of 
management and were derived from and relate directly to the underlying accounting and other records 
used to prepare the basic financial statements.  Such information has been subjected to the auditing 
procedures applied in the audit of the basic financial statements and certain additional procedures, 
including comparing and reconciling such information directly to the underlying accounting and other 
records used to prepare the basic financial statements themselves, and other additional procedures in 
accordance with auditing standards generally accepted in the United States of America.  In our opinion, 
the individual fund financial statements and supporting schedules are fairly stated in all material respects 
in relation to the basic financial statements as a whole. 
 
Other Reporting Required by Government Auditing Standards 
 
In accordance with Government Auditing Standards, we have also issued our report dated October 10, 
2014, on our consideration of Town of New Market, Virginia’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 internal control over financial reporting or on compliance. That report is an integral part of 
an audit performed in accordance with Government Auditing Standards in considering Town of New 
Market, Virginia’s internal control over financial reporting and compliance. 

Staunton, Virginia 
October 10, 2014 
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MANAGEMENT’S DISCUSSION AND ANALYSIS 

Our discussion and analysis of the Town of New Market’s financial performance provides an overview of the 
Town’s financial activities for the year ended June 30, 2014. Please read it in conjunction with the Town’s 
financial statements, which begin on page 12. 

FINANCIAL HIGHLIGHTS 

 The assets of the Town exceeded its liabilities by $13,852,315 at the close of the most recent fiscal 
year. 

 The Town’s net position decreased as a result of this year’s operations.  The net position of the 
governmental type activities decreased by $148,995 while the net position of the business-type 
activities decreased by $44,408. 

 In the Town’s governmental activities, revenues decreased by $555,008 from the previous year while 
expenses increased by $71,174.  Non-operating income decreased by $1,957. 

 In the Town’s business-type activities, revenues increased $46,202 from the previous year and 
expenses increased by $35,497.  Non-operating expenses decreased by $63,730 and non-operating 
income decreased by $170. 

 Actual revenues were $53,319 more than budgeted for the General Fund.  General Fund expenditures 
were $18,273 more than budgeted. 

 The Town spent $183,482 for capital additions during the current fiscal year. 

 The Town’s long-term debt decreased by $472,891 during the current fiscal year. 

USING THIS ANNUAL REPORT 

The annual report consists of a series of financial statements.  The Statement of Net position and the 
Statement of Activities (on pages 12 and 13-14) provide information about the activities of the Town as a 
whole and present a longer-term view of the Town’s finances.  Fund financial statements start on page 15.  
For governmental activities, these statements tell how these services were financed in the short term as well 
as what remains for the future spending.  Fund financial statements also report the Town’s operations in more 
detail than the government-wide statements by providing information about the Town’s most significant funds.  

Reporting the Town as a Whole 

One of the most important questions asked about the Town’s finances is, “Is the Town as a whole better off or 
worse off as a result of the year’s activities?”  The Statement of Net Position and the Statement of Activities 
report information about the Town as a whole and about its activities in a way that help answer this question.  
These statements include all assets and liabilities using the accrual basis of accounting, which is similar to the 
accounting used by most private-sector companies.  All of the current year’s revenues and expenses are 
taken into account regardless of when cash is received or paid. 

These two statements report the Town’s net position and changes that occur in them.  You can think of the 
Town’s net position – the difference between assets and liabilities – as one way to measure the Town’s 
financial health, or financial position.  Over time, increases or decreases in the Town’s net position are one 
indicator of whether its financial health is improving or deteriorating.  You will need to consider other 
nonfinancial factors, however, such as changes in the Town’s property base and condition of the Town’s 
infrastructure, to assess the overall health of the Town. 
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In the Statement of Net Position and the Statement of Activities, we divide the Town into two kinds of 
activities: 

Governmental activities – Most of the Town’s basic services are reported here, including public safety, 
public works, cultural and economic development, parks and recreation and general administration.  
Property taxes, other local taxes and state and federal grants finance most of these activities. 

Business-type activities – The Town charges a fee to customers/users to help it cover all or most of 
the cost of certain services it provides.  The Town’s water and sewer system is reported here. 

Reporting the Town’s Most Significant Fund 

The fund financial statements begin on page 15 and provide detailed information about the Town’s funds – 
not the Town as a whole.  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 uses fund accounting to 
ensure and reflect compliance (or noncompliance) with finance-related legal requirements, such as the budget 
ordinance.  The Town’s two kinds of funds – governmental and proprietary – use different accounting 
approaches. 

Governmental fund – Most of the Town’s basic services are reported in the governmental fund, which 
focuses on how money flows into and out of the fund and the balance left at year-end that is available 
for spending.  This fund is reported using an accounting method call modified accrual accounting, 
which measures cash and all other financial assets that can readily be converted to cash.  The 
governmental fund statements provide a detailed short-term view of the Town’s general government 
operations and the basic services it provides.  Governmental fund information helps determine 
whether there are more or fewer financial resources that can be spent in the near future to finance the 
Town’s programs.  We describe the relationship (or differences) between governmental activities
(reported in the Statement of Net Position and the Statement of Activities) and the governmental fund
in reconciliations following the fund financial statements.  

Proprietary fund – When the Town charges customers/users for the services provided it is reported in 
the proprietary fund.  The proprietary fund is reported in the same way that all activities are reported in 
the Statement of Net Position and the Statement of Activities.  In fact, the Town’s enterprise fund is 
the same as the business-type activities we report in the government-wide statements but provides 
more detail and additional information, such as cash flows, for the proprietary fund. 

THE TOWN AS A WHOLE 

The Town’s combined net position decreased from $14,045,718 to $13,852,315.  During the year, the net 
position of the governmental activities decreased by 2.86% and the business-type activities decreased 0.50%.  
Below is a summary of the net position as of June 30, 2014 and 2013. 

NET POSITION 

2014 2013 2014 2013 2014 2013
Current and other assets $ 1,448,233  $ 1,482,798 $ 541,581     $ 680,826     $ 1,989,814    $ 2,163,624
Capital assets 3,878,263  4,015,302 14,276,842 14,649,437 18,155,105  18,664,739

Total $ 5,326,496  $ 5,498,100 $ 14,818,423 $ 15,330,263 $ 20,144,919  $ 20,828,363

Long-term liabilities $ 46,559       $ 48,948     $ 5,917,676  $ 6,396,908  $ 5,964,235    $ 6,893,583
Other liabilities 84,538       103,142   106,388     94,588       190,926       197,730

Total $ 131,097     $ 152,090   $ 6,024,064  $ 6,491,496  $ 6,155,161    $ 6,643,586
Deferred inflows of resources$ 137,443     $ 139,059   $ -                 $ -                  $ 137,443       $ 139,059

Net assets invested 
in capital assets, 
net of related debt $ 3,878,263  $ 4,015,302 $ 8,373,881  $ 8,273,584  $ 12,252,144  $ 12,288,886

Restricted 100,000     100,000   -                 -                  100,000       100,000
Unrestricted 1,079,693  1,091,649 420,478     565,183     1,500,171    1,656,832

Total net position $ 5,057,956  $ 5,206,951 $ 8,794,359  $ 8,838,767  $ 13,852,315  $ 14,045,718

Total
Governmental

activities
Business-type

activities
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The largest portion of the Town’s net position (88%) reflects its investments in capital assets (e.g., land, 
buildings, equipment, improvements, and infrastructure), less any debt used to acquire those assets that is 
still outstanding.  The Town uses these capital assets to provide service to citizens; consequently these 
assets are not available for future spending.   Although the Town’s investment in 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. 

An additional portion of the Town’s net position ($100,000) represents resources that are subject to external 
restriction on how they may be used.  The remaining balance of unrestricted net position ($1,500,171) may be 
used to meet the government’s ongoing obligation to citizens and creditors. 

The following is a summary of the change in net position for the governmental and business-type activities for 
the years ended June 30, 2014 and 2013. 

2014 2013 2014 2013 2014 2013
Revenues:
Charges for services $ 134,368    $ 137,223    $ 1,653,179 $ 1,606,977 $ 1,787,547 $ 1,744,200
General property taxes 283,569    279,685    -                -                283,569    279,685
Other local taxes 854,360    843,482    -                -                854,360    843,482
Intergovernmental 180,934    635,327    -                -                180,934    635,327
DEQ water grant -                -                -                -                -                -                
Miscellaneous 3,094        115,616    -                -                3,094        115,616

Total Revenues $ 1,456,325 $ 2,011,333 $ 1,653,179 $ 1,606,977 $ 3,109,504 $ 3,618,310
Program Expenses:
General government $ 354,728    $ 351,501    $ -                $ -                $ 354,728    $ 351,501
Public safety 487,506    477,024    -                -                487,506    477,024
Public works 631,891    576,337    -                -                631,891    576,337
Culture and economic

development 45,090      44,021      -                -                45,090      44,021
Parks and recreation 87,791      86,949      -                -                87,791      86,949
Water and sewer -                -                1,548,296 1,512,799 1,548,296 1,512,799

Total Expenses $ 1,607,006 $ 1,535,832 $ 1,548,296 $ 1,512,799 $ 3,155,302 $ 3,048,631
Operating income $ (150,681)   $ 475,501    $ 104,883    $ 94,178      $ (45,798)     $ 569,679

Nonoperating:
Interest income $ 1,686        $ 3,643        $ 278           $ 448           $ 1,964        $ 4,091
Interest and fiscal charges -                -                (149,569)   (159,878)   (149,569)   (159,878)
Bond issuance costs -                -                -                (35,172)     -                $ (35,172)
Gain (loss) on sale of property -                -                -                (18,249)     -                (18,249)

Total nonoperating income $ 1,686        $ 3,643        $ (149,291)   $ (212,851)   $ (147,605)   $ (209,208)
Change in net position $ (148,995)   $ 479,144    $ (44,408)     $ (118,673)   $ (193,403)   $ 360,471

Governmental
activities

Business-type
activities Total

The Town’s total revenues decreased by $508,806 (14.06%).  The total cost of all programs and services 
increased by $106,671 (3.50%).  Interest income decreased by $2,127 and interest expense decreased by 
$10,309.  Our analysis that follows separately considers the operations of governmental and business-type 
activities.  
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Governmental Activities 

Revenues for the Town’s governmental activities decreased by $556,965 (27.64%) and expenses increased 
by $71.174 (4.63%).  The factors driving these results include: 

Revenues 

Charges for services overall decreased by $2,855.  Charges for services consist of refuge collection 
fees, revenues from pool attendance and concession stand sales, fees collected from shelter rentals, 
zoning permits and fees, and court fines. Court fines and refuge collection fees were down $4,712 and 
$2,556 respectively, while pool sales, shelter rentals and zoning permits and fees were up $2,363, 
$400, and $1,650 respectively from the previous fiscal year.   

General property taxes which are comprised of real estate and person property taxes increased 
$3,884 from the previous fiscal year.  The Town’s real estate tax rate was $0.12 per $100 of assessed 
value for the 2013 and 2014 tax years.  The Town’s personal property tax rate was $0.80 per $100 of 
assessed value for the 2013 and 2014 tax years.  Under the provisions of the Personal Property Tax 
Relief Act (PPTRA), the State’s share of local personal property tax was $45,157.

Other local taxes increased by $10,878. Other local taxes consist of meals taxes, transient occupancy 
taxes, bank franchise taxes, utility taxes, cigarette taxes, county sales taxes, licenses and fees, and 
other taxes.   In February 2014, the Town increased the transient occupancy rate by 1%, from 4% to 
5%.   This tax is collected by hotels, motels, and B & Bs for lodging.  As a result of this rate change 
the transient occupancy revenues increased $6,080 from the previous fiscal year.  The rate increase 
was passed by council to fund the newly created Events and Marketing Director’s position.   Cigarette 
stamp sales, business and professional license fees, and sales taxes increased $6,508, $3,206, and 
$1,354 respectively.  While Bank Franchise Taxes, utility taxes, meals taxes, and vehicle license fees 
decreased from the previous fiscal year by $293, $707, $684 and $4,585 respectively.   

Intergovernmental revenues overall decreased by $455,033.  Intergovernmental revenues consist of 
funds received from the Commonwealth of Virginia and the federal government.  This decrease is 
largely due to the completion of the downtown streetscape project.  The Town began incurring 
expenses related to this project in FY08-09 and received federal reimbursement to cover costs 
incurred.  Phase I construction was completed in 2011.  Phase II began in 2012 and was completed in 
the spring of 2013.  All federal funds have been depleted on this project.  Final reimbursement was 
received prior to the beginning of this fiscal year. This decrease in funding was offset by an increase in 
other intergovernmental revenues.  Fire Program Funds received in this fiscal year was $10,000.  This 
reflected an increase of $2,000 from last year.  These funds are forwarded to the New Market Fire and 
Rescue Department when received.  In addition, The Commonwealth of Virginia, Office of the Attorney 
General awarded the Town of New Market Police Department $30,800 in federal asset forfeiture 
monies.  This funding was used to purchase five mobile computers to be placed in patrol vehicles.  
Funding from the Virginia Department of Transportation (VDOT) for snow removal was $22,078 higher 
than the previous fiscal year due to higher than normal snowfalls this past winter. 

Miscellaneous revenues overall decreased by $103,054.  This decrease is largely due to the 
completion of the drainage improvement project on Shady Lane in the Pleasant View Subdivision.  
This project started in the spring of 2012 and was completed early in 2013.  All of the funding for this 
project was received in the previous fiscal year.  In addition, last year’s miscellaneous revenues 
included insurance recoveries received from storm damage to ball nets in both Rebel and Community 
Parks and donations to the Police Department for the purchase of a utility trailer.  



7

Expenses 

General government and administration expenses increased by $3,227.  Full-Time salaries and 
benefits increased due to a 3% cost of living adjustment (COLA) while other costs in this department 
saw modest savings from last year. 

Public safety expenses overall increased by $10,482.  Full-Time salaries and benefits increased due 
to a 3% cost of living adjustment (COLA).  In addition, the Town received an additional $2,000 from 
the Virginia Fire Program Funds which were passed on to the New Market Fire and Rescue 
Department.  Auto repair costs and supplies and material costs were slightly higher than the previous 
fiscal year.   

Public works overall increased $55,554.  Salary and benefit costs were higher due to the 3% cost of 
living adjustment (COLA) for all full-time employees.  The Town experienced more snow and ice 
events during the past winter resulting in higher snow removal and fuel costs.  This also had an impact 
on labor and benefit costs.   

Cultural and Economic Development expenses increased $1,069.  This increase was the result of a 
combination of activities.  Community support donations were budgeted for $5,000 more in this fiscal 
year.  In addition, the Town hired a marketing and events director in the latter part of FY14 resulting in 
an increase in expenses of $5,000.  Town wide enhancement costs were also up slightly from last 
year.  These cost increases were offset by the elimination of fireworks expenses in this fiscal year.  
The 3-year contract for fireworks expired in FY13 and was not renewed.   

Parks and Recreation expenses overall increased $842.  This increase was primarily due to an overall 
increase in expenses including pool chemicals, pool repairs and supplies, concessions, and park 
supplies and maintenance.   

The Town’s governmental activities also included a decrease in interest income in the amount of $1,957.  This 
decrease is attributable to a continual decrease in the rates that financial institutions are paying on interest 
checking and certificates of deposit. 

Business-Type Activities 

Revenues for the Town’s business-type activities increased by $46,202 (2.90%) and expenses increased by 
$35,497 (2.34 %).  The factors driving these results include: 

Revenues 

Water and sewer revenues overall increased $46,202.  Much of this increase was due to a 3.0% 
increase in water and sewer rates that went into effect July 2013.  Connection and reconnection fees 
were up from the previous fiscal year while penalty costs were down.    

Expenses 

Water and sewer expenses overall increased by $35,497.  Full-Time salaries and benefits increased 
due to a 3% cost of living adjustment (COLA).  In addition, sewer treatment costs paid to the Town of 
Broadway were up due to more snow and rain.   

The Town’s business-type activities also included a decrease in net non-operating expense of $63,560  
Interest expense on outstanding debt decreased by $10,309 and bond issue costs associated with the 
2009 VRA Loan were written off in the previous fiscal year.   
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THE TOWN’S FUNDS 

As the Town completed the year, its governmental funds (as presented in the balance sheet on page 15) 
reported a fund balance of $1,207,434, which is a decrease of $18,476 over last year’s total of $1,225,910.  
The primary reasons for the General Fund’s decrease mirror the changes noted in the previous section under 
“governmental” activities.  In addition, The Town expended $183,482 on capital additions (see pages 33 and 
34), a decrease of $834,706 from the prior year.  

As the Town completed the year, its proprietary fund (as presented in the balance sheet on page 19) reported 
net position of $8,794,359, which is a decrease of $44,408 from last year’s total of $8,838,767.  Significant 
changes in the change in net position are noted in the previous section under “business-type” activities.  

This space left blank intentionally. 
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GENERAL FUND BUDGETARY HIGHLIGHTS 

The significant variations of actual results to the final General Fund budget are summarized below. 

Variance
Positive

Account (Negative)

Revenues
General Property Taxes 6,595$         
Other local Taxes:

Motor vehicle licenses (1,230)          
Cigarette tax 10,452         
Sales tax (22,628)        
Bank stock tax (3,659)          
Transient occupancy tax 4,340           
Business and professional licenses 4,999           
Other local Taxes (464)             

Permits, privilege fees, and regulatory licenses 1,175           
Fines and forfeitures (16,669)        
Revenue from the use of money and property 478              
Charges for services:

Trash Collection (2,301)          
Pool & Park Revenue (9,968)          

Miscellaneous 8,562           
Intergovernmental revenues:

VDOT Snow Removal 37,458         
Forfeited drug assets 30,800         
Fire Program Funds 2,500           
DMV Highway safety program grants (4,853)          
DMV auto rental tax 2,529           
Other       5,203           

Total revenues $ 53,319         

Expenditures
General Government Administration 9,963$         
Public Safety

Police Department (27,859)        
 Fire and rescue services (2,500)          

Public Works
Maintenance of highways, streets, bridges, and sidewalks (4,605)          
Sanitation and waste removal (3,385)          

Cultural and Economic Development 2,010           
Parks, recreation, and culture 8,103           

Total expenditures $ (18,273)        
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Actual revenues were more than budgeted by $53,319.  Several revenues such as real estate taxes, personal 
property taxes, cigarette taxes, transient occupancy taxes, business and professional licenses, and zoning 
permit fees did better than expected.  However, county sales tax, court fines and pool and park revenues 
were lower than budgeted.    

Intergovernmental revenues were more than budgeted by $73,637.   The Town received $39,458 from the 
Virginia Department of Transportation (VDOT) for snow removal services due to an increased number of 
snow and ice events during the 2013-2014 winter season.  In addition, the police department received 
$30,800 of federal asset forfeiture funds from the Commonwealth of Virginia, Office of the Attorney General.  
These funds were used to purchase five mobile computers which were placed in patrol vehicles.  Other 
revenues received that were higher than budgeted included Fire Program Funds and DMV auto rental taxes.   

Total expenditures were more than budgeted by $18,273.  Police department expenditures were significantly 
higher than budgeted primarily due to the purchase of mobile computers with federal asset forfeiture funds.  In 
addition, public works expenditures were higher than budgeted largely due to additional snow removal costs. 

CAPITAL ASSET AND DEBT ADMINISTRATION 

Capital Assets 

At June 30, 2014, the Town had $18.2 million invested in capital assets including public works and police 
equipment, buildings, park facilities, sidewalks, and the water and sewer system.  (See table below).  This 
represents a net decrease of $509,634, or 2.73% from last year. 

2014 2013 2014 2013 2014 2013
Land $ 276,070     $ 276,070    $ 321,739     $ 321,739     $ 597,809       $ 597,809     
Construction in progress -                2,455        -                 4,237         -                  6,692         
Buildings 372,122     387,168    -                 -                 372,122       387,168     
Park and improvements 428,806     419,972    -                 -                 428,806       419,972     
Equipment 234,398     215,365    28,600       20,022       262,998       235,387     
Infrastructure 2,566,867  2,714,272  -                 -                 2,566,867    2,714,272
Utility system -                -               11,858,938 12,171,588 11,858,938  12,171,588
Intangible -                -               2,067,565  2,131,851  2,067,565    2,131,851

Total $ 3,878,263  $ 4,015,302  $ 14,276,842 $ 14,649,437 $ 18,155,105  $ 18,664,739

Total
Governmental

activities
Business-type

activities

This year’s major additions included: 

Police Dept. Speed Alert Radar Message Sign $ 8,527
Water Treatment Plant Roof Replacement 12,450
Website Upgrades 13,525
Paving Repairs and Sealing of Parking Lots 14,554
Park Bathroom Upgrades 19,702
Computer Billing Software 24,280
Police Dept. Mobile Data Terminals and Accessories 29,105
Water Line Improvements 47,840

$ 169,983
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Debt 

At year-end, the Town had $5,902,961 in outstanding loans compared to $6,375,853 last year.  This is a 
decrease of 7.42% as shown in the following table. 

Business-Type Activities

2014 2013
Water & Sewer Fund loans payable $ 5,902,961   $ 6,375,853

Outstanding, June 30,

ECONOMIC FACTORS AND NEXT YEAR’S BUDGET AND RATES 

In FY15 the Town anticipates an increase in the General Fund revenues from last year.  This is largely due to 
a $0.05/pack increase in the cigarette tax and a $2.00/month increase in the trash fee.  In addition, the 
transient occupancy tax rate increased from 4.0% to 5.0% during the latter part of FY14.  The revenue 
generated from this rate increase is planned to fund the salary of the newly created position of marketing and 
events director.   

No real estate or personal property tax increases are proposed at this time. 

Intergovernmental Revenues are expected to decrease in FY15   Budgeted amounts are based on previous 
year’s actual costs.   

At the end of FY14 the Town’s Manager resigned and was replaced by the Public Works Director.  This 
position is anticipated to be filled in FY15. 

General Fund operating expenses are expected to increase slightly next year.  A 3% pool of salaries has 
been set aside for distribution in FY15.  In addition, the town has budgeted increases in fuel and other utility 
costs, website and computer maintenance, and waste collection costs.  Also, as referenced above the Town 
created the position of marketing and events director which will result in an increase in salary and benefit 
costs. 

The FY15 budget proposes a 3% increase in water and sewer rates.  This increase is necessary to cover 
operating costs.   

No new debt is anticipated in FY15.  The Town will retire one debt obligation in FY15 with an annual 
repayment of $52,300.  This debt will mature in November 2014.   

The enterprise fund operating expenses are budgeted to increase slightly in FY15.  A 3% cost of living 
increase is budgeted for all full time employees.  Other anticipated increases are in the water department for 
repairs, maintenance and supplies.   

Major capital additions in governmental activities include a small body dump truck, costs to be split between 
the general fund and enterprise fund, flooring replacement in the police department and painting of the council 
chambers and police department.   Also budgeted is a new police cruiser and in-car camera with software.

Major capital additions in business-type activities for FY15 include a sewer camera and line locator, water 
treatment plant instrumentation, and water distribution improvements.  The Town plans to put aside funds 
towards valve/hydrant and water meter replacements.

CONTRACTING THE TOWN’S FINANCIAL MANAGEMENT 

This financial report is designed to provide our citizens, taxpayers, customers, and creditors with a general 
overview of the Town’s finances and to show the Town’s accountability for the money it receives.  If you have 
any questions about this report or need additional information, contact the Town Office at 9418 John Sevier 
Road, New Market, VA. 
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Town of New Market, Virginia Exhibit 1

Statement of Net Position
June 30, 2014

Governmental Business-Type
Activities Activities Total

ASSETS
Cash and cash equivalents $ 1,098,938 $ 301,682 $ 1,400,620
Restricted cash and cash equivalents 100,000 27,673 127,673
Receivables (net of allowance for uncollectibles):

Property taxes 150,738 - 150,738
Accounts 60,723 208,070 268,793

Due from other governmental units 28,937 - 28,937
Prepaid expenses 8,897 4,156 13,053
Capital assets not being depreciated:

Land 276,070 321,739 597,809
Capital assets, net of accumulated depreciation:

Park and improvements 428,806 - 428,806
Buildings and improvements 372,122 - 372,122
Machinery, equipment, and vehicles 234,398 28,600 262,998
Infrastructure 2,566,867 11,858,938 14,425,805
Intangible, net of accumulated amortization - 2,067,565 2,067,565

Total Assets $ 5,326,496 $ 14,818,423 $ 20,144,919

LIABILITIES
Accounts payable $ 84,538 $ 42,073 $ 126,611
Accrued interest payable - 36,642 36,642
Customer deposits - 27,673 27,673
Noncurrent liabilities:

Due within one year - 450,765 450,765
Due in more than one year 46,559 5,466,911 5,513,470

Total Liabilities $ 131,097 $ 6,024,064 $ 6,155,161

DEFERRED INFLOWS OF RESOURCES
Deferred revenue-property taxes $ 137,443 $ - $ 137,443

NET POSITION
Net investment in capital assets $ 3,878,263 $ 8,373,881 $ 12,252,144
Restricted:

Permanent fund 100,000 - 100,000
Unrestricted 1,079,693 420,478 1,500,171

Total Net Position $ 5,057,956 $ 8,794,359 $ 13,852,315

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

Primary Government
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Town of New Market, Virginia

Statement of Activities
For the Year Ended June 30, 2014

Operating Capital
Charges for Grants and Grants and

Functions/Programs Expenses Services Contributions Contributions

PRIMARY GOVERNMENT:

Governmental activities:
General government administration $ 354,728 $ 2,675 $ - $ -
Public safety 487,506 23,331 90,947 -
Public works 631,891 76,199 42,284 -
Cultural and economic development 45,090 - - -
Parks and recreation 87,791 32,163 - -

Total governmental activities $ 1,607,006 $ 134,368 $ 133,231 $ -

Business-type activities:
Water and sewer $ 1,697,865 $ 1,653,179 $ - $ -

Total business-type activities $ 1,697,865 $ 1,653,179 $ - $ -

Total primary government $ 3,304,871 $ 1,787,547 $ 133,231 $ -

General revenues:
General Property Taxes
Sales tax
Utility taxes
Meals tax
Other local taxes
Unrestricted revenue from the use of money and property
Grants and contributions not restricted to specific programs
Miscellaneous

Total general revenues

Change in net position

Net position - beginning

Net position - ending

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

Program Revenues

13



Exhibit 2

Governmental Business-Type
Activities Activities Total

$ (352,053) $ - $ (352,053)
(373,228) - (373,228)
(513,408) - (513,408)
(45,090) - (45,090)
(55,628) - (55,628)

$ (1,339,407) $ - $ (1,339,407)

$ - $ (44,686) $ (44,686)

$ - $ (44,686) $ (44,686)

$ (1,339,407) $ (44,686) $ (1,384,093)

$ 283,569 $ - $ 283,569
92,372 - 92,372

101,112 - 101,112
350,974 - 350,974
309,902 - 309,902

1,686 278 1,964
47,703 - 47,703
3,094 - 3,094

$ 1,190,412 $ 278 $ 1,190,690

$ (148,995) $ (44,408) $ (193,403)

5,206,951 8,838,767 14,045,718

$ 5,057,956 $ 8,794,359 $ 13,852,315

Primary Government

Net (Expense) Revenue and
Change in Net Position
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Town of New Market, Virginia Exhibit 3

Balance Sheet
Governmental Funds
June 30, 2014

Nonmajor Total
General Governmental Governmental

Fund Fund Funds

ASSETS
Cash and cash equivalents $ 1,080,615 $ 18,323 $ 1,098,938
Restricted cash and cash equivalents - 100,000 100,000
Receivables (net of allowance for uncollectibles):

Property taxes 150,738 - 150,738
Accounts receivable 60,723 - 60,723

Due from other governmental units 28,937 - 28,937
Prepaid items 8,897 - 8,897

Total assets $ 1,329,910 $ 118,323 $ 1,448,233

LIABILITIES
Accounts payable $ 84,538 $ - $ 84,538

Total liabilities $ 84,538 $ - $ 84,538

DEFERRED INFLOWS OF RESOURCES
Unavailable revenue - property taxes $ 156,261 $ - $ 156,261

Total deferred inflows of resources $ 156,261 $ - $ 156,261

FUND BALANCES
Nonspendable:
   Permanent fund principal $ - $ 100,000 $ 100,000
   Prepaid items 8,897 - 8,897
Assigned:

Municipal building sinking fund - 18,323 18,323
Unassigned 1,080,214 - 1,080,214

Total fund balances $ 1,089,111 $ 118,323 $ 1,207,434

Total liabilities, deferred inflows of resources, and fund balances $ 1,329,910 $ 118,323 $ 1,448,233

The notes to the financial statements are an integral part of this statement.
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Town of New Market, Virginia Exhibit 4

Reconciliation of the Balance Sheet of Governmental Funds
to the Statement of Net Position
June 30, 2014

Amounts reported for governmental activities in the statement of net position 
are different because:

Total fund balances per Exhibit 3 - Balance Sheet - Governmental Funds $ 1,207,434

Capital assets used in governmental activities are not financial resources,
and therefore are not reported in the funds. 3,878,263

Other long-term assets are not available to pay for current period
expenditures, and therefore, are reported as unavailable revenue in the
funds. 18,818

Long-term liabilities, including bonds payable, are not due and payable in
the current period, and therefore are not reported in the funds. (46,559)

Net position of governmental activities $ 5,057,956

The notes to the financial statements are an integral part of this statement.
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Town of New Market, Virginia Exhibit 5

Statement of Revenues, Expenditures, and Changes in Fund Balances
Governmental Funds
For the Year Ended June 30, 2014

Nonmajor Total
General Governmental Governmental

Fund Fund Funds

REVENUES
General property taxes $ 279,438 $ - $ 279,438
Other local taxes 854,360 - 854,360
Permits, privilege fees, and regulatory licenses 2,675 - 2,675
Fines and forfeitures 23,331 - 23,331
Revenue from the use of money and property 978 708 1,686
Charges for services 107,731 - 107,731
Miscellaneous 12,562 - 12,562
Intergovernmental revenues:

Commonwealth 172,819 - 172,819
Federal 7,475 - 7,475

Total revenues $ 1,461,369 $ 708 $ 1,462,077

EXPENDITURES
General government administration $ 357,887 $ - $ 357,887
Public safety 502,059 - 502,059
Public works 476,840 - 476,840
Cultural and economic development 45,090 - 45,090
Parks and recreation 98,677 - 98,677

Total expenditures $ 1,480,553 $ - $ 1,480,553

Net change in fund balances $ (19,184) $ 708 $ (18,476)
Fund balances - beginning 1,108,295 117,615 1,225,910
Fund balances - ending $ 1,089,111 $ 118,323 $ 1,207,434

The notes to the financial statements are an integral part of this statement.
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Town of New Market, Virginia Exhibit 6

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, 2014

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

Net change in fund balances - total governmental funds $ (18,476)

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
depreciation exceeded the capital outlays in the current period. (137,039)

Revenues in the statement of activities that do not provide current financial
resources are not reported as revenues in the funds. The change in unavailable
revenue is reported as revenues in the governmental funds. 4,131               

Some expenses reported in the statement of activities do not require the use of
current financial resources and, therefore are not reported as expenditures in
governmental funds. 2,389

Change in net position of governmental activities $ (148,995)

The notes to the financial statements are an integral part of this statement.
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Town of New Market, Virginia Exhibit 7

Statement of Net Position
Proprietary Funds
June 30, 2014

Enterprise Fund
Water & Sewer

ASSETS
Current assets:

Cash and cash equivalents $ 301,682
Restricted cash and cash equivalents 27,673
Accounts receivable 208,070
Prepaid items 4,156

Total current assets $ 541,581

Noncurrent assets:
Capital assets:

Land $ 321,739
Utility plants, distribution and collection systems 16,968,996
Equipment 227,244
Intangible, Broadway Regional Wastewater 

Treatment Facility hookup fee 2,250,000
Intangible, Regional water study 10,422
Accumulated amortization and depreciation (5,501,559)
Total noncurrent assets $ 14,276,842

Total assets $ 14,818,423

LIABILITIES
Current liabilities:

Accounts payable $ 42,073
Accrued interest payable 36,642
Customer deposits 27,673
General obligation bonds, current portion 450,765

Total current liabilities $ 557,153

Noncurrent liabilities:
General obligation bonds, net of current portion $ 5,452,196
Compensated absences 14,715

Total noncurrent liabilities $ 5,466,911

Total liabilities $ 6,024,064

NET POSITION
Net investment in capital assets $ 8,373,881
Unrestricted 420,478

Total net position $ 8,794,359

Total liabilities and net position $ 14,818,423

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

19



Town of New Market, Virginia Exhibit 8

Statement of Revenues, Expenses, and Changes in Fund Net Position
Proprietary Funds
For the Year Ended June 30, 2014

Enterprise Fund
Water & Sewer

OPERATING REVENUES
Water service billings $ 668,562
Sewer service billings 967,633
Connection fees 7,967
Late charges 8,941
Miscellaneous 76

Total operating revenues $ 1,653,179

OPERATING EXPENSES
   Personal services $ 268,135
   Fringe benefits 97,032
   Contractual services 44,652
   Other supplies and expenses 56,858
   Insurance claims and expense 31,866
   Other charges 597,380

Depreciation and amortization 452,373
Total operating expenses $ 1,548,296

      Net operating income (loss) $ 104,883

NONOPERATING REVENUE (EXPENSE)
Interest earned $ 278
Interest and fiscal charges (149,569)

Total nonoperating revenue (expense) $ (149,291)

Change in net position $ (44,408)

Net position - beginning $ 8,838,767
Net position - ending $ 8,794,359

The notes to the financial statements are an integral part of this statement.
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Town of New Market, Virginia Exhibit 9

Statement of Cash Flows
Proprietary Funds
For the Year Ended June 30, 2014

Enterprise Fund
Water & Sewer

CASH FLOWS FROM OPERATING ACTIVITIES
Cash received from customers $ 1,656,037
Cash payments to suppliers of goods and services (725,357)
Cash payments to employees (371,507)

Net cash provided by (used for) operating activities $ 559,173

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES
Purchase and construction of capital assets $ (79,778)
Principal payments on bonds (472,891)
Interest payments (152,065)

Net cash provided by (used for) capital and related financing activities $ (704,734)

CASH FLOWS FROM INVESTING ACTIVITIES
Interest earned $ 278

Net cash provided by (used for) investing activities $ 278

Net increase (decrease) in cash and cash equivalents $ (145,283)

Cash and cash equivalents - beginning - including restricted $ 474,638
Cash and cash equivalents - ending - including restricted $ 329,355

Reconciliation of operating income to net cash provided by (used for)
operating activities:
Operating income (loss) $ 104,883
Adjustments to reconcile operating income to net cash provided by (used in) operating 
activities:

Depreciation and amortization expense 452,373
(Increase) decrease in prepaid items (4,156)
(Increase) decrease in accounts receivable (1,882)
Increase (decrease) in accounts payable 9,555
Increase (decrease) in compensated absences (6,340)
Increase (decrease) in customer deposits 4,740

Net cash provided by (used for) operating activities $ 559,173

The notes to the financial statements are an integral part of this statement.
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NOTE 1 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES: 
 
The financial statements of Town of New Market, Virginia, conform to generally accepted accounting 
principles (GAAP) applicable to governmental units promulgated by the Governmental Accounting 
Standards Board (GASB).  The following is a summary of the most significant policies: 
 

A. Financial Reporting Entity 
  
Town of New Market, Virginia is a municipality governed by a six-member Town Council and 
Mayor.  Daily operations are conducted by a Town Manager.  In determining the reporting 
entity, the Town complies with the provisions of GASB Statement No. 14, “The Financial 
Reporting Entity.”  Based on the criteria provided in that Statement, there are no agencies or 
entities that should be presented with the Town. 
 

B. Government-Wide and Fund Financial Statements 
 

The government-wide financial statements (i.e., the Statement of Net Position and the 
Statement of Activities) report information on all of the nonfiduciary activities of the primary 
government and its component units.  For the most part, the effect of interfund 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 rely to a significant extent on fees and charges for support.   
 
The Statement of Net Position is designed to display financial position of the primary 
government (government and business-type activities). Governments will report all capital 
assets in the government-wide Statement of Net Position and will report depreciation expense 
- the cost of “using up” capital assets - in the Statement of Activities. The net position of a 
government will be broken down into three categories - 1) net investment in capital assets; 2) 
restricted; and 3) unrestricted. 
 
The Statement of Activities demonstrates the degree to which the direct expenses of a given 
function or segment are offset by program revenues.  Direct expenses are those that are 
clearly identifiable with a specific function or segment.  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 segment and 2) grants and contributions that are 
restricted to meeting the operational or capital requirements of a particular function or 
segment.  Taxes and other items not properly included among program revenues are 
reported instead as general revenues. 
 
Statement of Activities – The government-wide Statement of Activities reports expenses and 
revenues in a format that focuses on the cost of each of the government’s functions.  The 
expense of individual functions is compared to the revenues generated directly by the function 
(for instance, through user charges or intergovernmental grants). 
 
Separate financial statements are provided for governmental funds and proprietary funds.  
Major individual governmental funds and major individual enterprise funds are reported as 
separate columns in the fund financial statements. 
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NOTE 1 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES: (CONTINUED) 
 

B. Government-Wide and Fund Financial Statements (Continued) 

Budgetary Comparison Schedule – Demonstrating compliance with the adopted budget is an 
important component of a government’s accountability to the public.  Many citizens participate 
in one way or another in the process of establishing the annual operating budgets of state and 
local governments, and have a keen interest in following the actual financial progress of their 
governments over the course of the year.  Many governments revise their original budgets 
over the course of the year for a variety of reasons.  Under the GASB 34 reporting model, 
governments provide budgetary comparison information in their annual reports, including the 
original budget and a comparison of final budget and actual results. 
 

C. Measurement Focus, Basis of Accounting and Financial Statement Presentation 
 
The government-wide financial statements are reported using the economic resources 
measurement focus and the accrual basis of accounting, as are the proprietary fund financial 
statements.  Revenues are recorded when earned and expenses are recorded when a liability 
is incurred, regardless of the timing of related cash flows.  Property taxes are recognized as 
revenues in the year for which they are levied.  Grants and similar items are recognized as 
revenue as soon as all eligibility requirements imposed by the provider have been met. 
 
Governmental fund financial statements are reported using the current financial resources 
measurement focus and the modified accrual basis of accounting.  Revenues are recognized 
as soon as they are both measurable and available.  Revenues are considered to be 
available when they are collectible within the current period or soon enough thereafter to pay 
liabilities of the current period.  For this purpose, the government considers revenues to be 
available if they are collected within 60 days of the end of the current fiscal period.  
Expenditures generally are recorded when a liability is incurred, as under accrual accounting.  
However, debt service expenditures, as well as expenditures related to compensated 
absences and claims and judgments, are recorded only when payment is due.  
 
Property taxes, franchise taxes, licenses, and interest associated with the current fiscal period 
are all considered to be susceptible to accrual and so have been recognized as revenues of 
the current fiscal period.  Accordingly, real and personal property taxes are recorded as 
revenues and receivables when billed, net of allowances for uncollectible amounts.  Property 
taxes not collected within 60 days after year-end are reflected as deferred revenues.  Sales 
and utility taxes, which are collected by the state or utilities and subsequently remitted to the 
Town, are recognized as revenues and receivables upon collection by the state or utility, 
which is generally in the month preceding receipt by the Town.  

 
Licenses, permits, fines and rents are recorded as revenues when received.  
Intergovernmental revenues, consisting primarily of federal, state and other grants for the 
purpose of funding specific expenditures, are recognized when earned or at the time of the 
specific expenditure.  Revenues from general purpose grants are recognized in the period to 
which the grant applies.  All other revenue items are considered to be measurable and 
available only when cash is received by the government. 
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NOTE 1 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES: (CONTINUED) 
 

C. Measurement Focus, Basis of Accounting and Financial Statement Presentation 
(Continued) 
 
The Town reports the following governmental funds: 

 
The General Fund is the Town’s primary operating fund.  It accounts for and reports all 
financial resources of the general government, except those required to be accounted for or 
reported in another fund. 
 
The Town reports the following fund type: 
 
The permanent fund is used to account for and report resources that are legally restricted to 
the extent that only earnings, not principal, may be used for purposes that support the Town’s 
programs. 
 
The Town reports the following major proprietary fund: 
 
The Water and Sewer Fund accounts for the activities related to the provision of water and 
sewer services to the Town’s businesses, residents, schools, and churches.  It operates the 
water treatment and sewer treatment plants, water distribution systems, sewer collection 
systems, and pump stations. 

 
As a general rule the effect of interfund activity has been eliminated from the government-
wide financial statements.  Exceptions to this general rule are other charges between the 
government’s water and sewer function and various other functions of the government.  
Elimination of these charges would distort the direct costs and program revenues reported for 
the various functions concerned. 

 
Amounts reported as program revenues include 1) charges to customers or applicants for 
goods, services, or privileges provided, 2) operating grants and contributions, and 3) capital 
grants and contributions, including special assessments.  Internally dedicated resources are 
reported as general revenues rather than as program revenues.  Likewise, general revenues 
include all taxes. 

 
Proprietary funds distinguish operating revenues and expenses from nonoperating items.  
Operating revenues and expenses generally result from providing services and producing and 
delivering goods in connection with a proprietary fund’s principal ongoing operations.  The 
principal operating revenues of the water and sewer enterprise fund are charges to customers 
for sales and services.  The water and sewer fund also recognize as operating revenue the 
portion of tap fees intended to recover the cost of connecting new customers to the system.  
Operating expenses for enterprise funds include the cost of sales and services, administrative 
expense, and depreciation on capital assets.  All revenues and expenses not meeting this 
definition are reported as nonoperating revenues and expenses. 
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NOTE 1 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES: (CONTINUED) 
 

D. Assets, Liabilities, Deferred Outflows/Inflows of Resources and Equity 
 

Cash and cash equivalents 
 
The Town’s cash and cash equivalents are considered to be cash on hand, demand deposits, 
and short-term investments with original maturities of three months or less from the date of 
acquisition. 
 
Receivables and payables 
 
Activity between funds that are representative of lending/borrowing arrangements outstanding 
at the end of the fiscal year are referred to as either “due to/from other funds” (i.e., the current 
portion of interfund loans) or “advances to/from other funds” (i.e., the non-current portion of 
interfund loans).  All other outstanding balances between funds are reported as “due to/from 
other funds.”  Any residual balances outstanding between the governmental activities and 
business-type activities are reported in the government-wide financial statements as “internal 
balances.” 

 
Property taxes 
 
Real estate and personal property taxes are assessed annually by Shenandoah County, 
Virginia, for all property of record as of January 1.  Property taxes attach as an enforceable 
lien on property as of January 1.  The town collects real estate and personal property taxes 
on a semi-annual basis (one-half due June 5, one half due December 5).  The portion of the 
tax receivable that is not collected within 60 days after June 30 is shown as deferred revenue 
in the fund financial statements.  A penalty of 10 percent of the tax is assessed after the 
applicable payment date. 
 
The taxes receivable balance at June 30, 2014, includes amounts not yet billed or received 
from the second-half January 1, 2014, levy (due December 5, 2014).  These items are 
included in deferred revenue since these taxes are restricted for use until fiscal year 2015. 

 
Allowance for uncollectible accounts 
 
The Town calculates its allowance for uncollectible accounts using historical collection data 
and specific account analysis.  The allowance is composed of property taxes, refuse, and 
water and sewer accounts receivable, and amounts for June 30, 2014 respectively were 
$25,843, $1,309, $11,424 and $18,095.  The portion of the allowance for property taxes 
represents 14.66% of the taxes receivable balance at June 30, 2014.  The portion of the 
allowance attributable to refuse and water and sewer represents 9.63% of the accounts 
receivable balance at June 30, 2014. 
 
Prepaid items 
 
Certain payments to vendors reflect costs applicable to future accounting periods and are 
recorded as prepaid items in both the government-wide and fund financial statements. The 
cost of prepaid items is recorded as expenditures/expenses when consumed rather than 
when purchased. 
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NOTE 1 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES: (CONTINUED) 
 

D. Assets, Liabilities, Deferred Outflows/Inflows of Resources and Equity (Continued) 
 
Use of estimates 
 
The preparation of financial statements in conformity with generally accepted accounting 
principles requires management to make estimates and assumptions that affect certain 
reported amounts and disclosures.  Accordingly, actual results could differ from those 
estimates. 

 
Capital assets 
 
Capital assets, which include property, plant, equipment, and infrastructure assets (e.g., 
roads, bridges, sidewalks, and similar items), are reported in the applicable governmental or 
business-type activities columns in the government-wide financial statements.  Capital assets 
are defined by the government as assets with an initial, individual cost of more than $2,000 
(amount not rounded) and an estimated useful life in excess of one year.  Such assets are 
recorded at historical cost or estimated historical cost if purchased or constructed.  Donated 
capital assets are recorded at estimated fair market value at the date of donation. 
 
The cost of normal maintenance and repairs that do not add to the value of the asset or 
materially extend the asset’s life are not capitalized. 
 
Major outlays for capital assets and improvements are capitalized as projects are constructed.  
Interest incurred during the construction phase of capital assets of business-type activities is 
included as part of the capitalized value of the assets constructed.  No interest was 
capitalized during the current or previous year. 
 
Property, plant and equipment and infrastructure of the primary government, is depreciated 
using the straight line method over the following estimated useful lives: 
 
   Assets              Years 
 Buildings and Improvements 20-50 years 
 Utility System 25-50 years 
 Machinery and Equipment 5-15 years 
 Infrastructure 20 years 
 Parks and Improvements 20-50 years 
 
Intangible asset 
 
During the year ended June 30, 2009, the Town entered into an agreement to purchase 
wastewater treatment services from the Town of Broadway.  As part of the agreement, the 
Town of New Market contributed $2,250,000 toward the capital costs of expansion to 
Broadway Regional Wastewater Treatment Facility.  The Town will amortize the costs by the 
straight-line method over the term of the agreement (35 years). 
 
During the year ended June 30, 2012, the Town entered into an agreement with the Towns of 
Broadway and Timberville to share the cost of a Regional Water Feasibility Study.  As part of 
the agreement, the Town of New Market contributed $10,422 toward this Feasibility Study.   
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NOTE 1 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES: (CONTINUED) 
 

D. Assets, Liabilities, Deferred Outflows/Inflows of Resources and Equity (Continued) 
 
Long-term obligations 
 
In the government-wide financial statements and proprietary fund types in the fund financial 
statements, long-term obligations are reported as liabilities in the governmental activities, 
business-type activities, or proprietary fund type statement of net position.  Bond premiums 
and discounts are deferred and amortized over the life of the bonds using the effective 
interest method.  Bonds payable are reported net of the applicable bond premium or discount.
 
In the fund financial statements, governmental fund types recognize bond premiums and 
discounts during the current period.  The face amount of debt issued is reported as other 
financing sources.  Premiums received on debt issuances are reported as other financing 
sources while discounts on debt issuances are reported as other financing uses.   
 
Compensated absences 
 
Vested or accumulated vacation leave that is expected to be liquidated with expendable 
available financial resources is reported as an expenditure and a fund liability of the 
governmental fund that will pay it.  Amounts of vested or accumulated vacation leave that are 
not expected to be liquidated with expendable available financial resources are reported in 
the government-wide financial statements.  No expenditure is reported for these amounts in 
the fund financial statements.  In accordance with the provisions of Governmental Accounting 
Standards No. 16, Accounting for Compensated Absences, no liability is recorded for 
nonvesting accumulating rights to receive sick pay benefits.  However, a liability is recognized 
for that portion of accumulating sick leave benefits that it is estimated will be taken as 
"terminal leave" prior to retirement.  The Town accrues salary-related payments associated 
with the payment of compensated absences. 
 
Deferred revenue 
 
Deferred revenue is recorded when asset recognition criteria (measurable) have been met, 
but revenue recognition (available) criteria have not been met. 
 
 
Restricted assets 
 
The municipal building perpetual fund totaling $100,000 is classified as restricted assets 
because it is maintained in a separate bank account and its use is legally restricted to the 
extent that only earnings, not principal may be used for purposes that support the Town’s 
programs. 
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NOTE 1 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES: (CONTINUED) 
 

D. Assets, Liabilities, Deferred Outflows/Inflows of Resources and Equity (Continued) 
 
Fund equity 
 
The Town reports fund balance in accordance with GASB Statement 54, Fund Balance 
Reporting and Governmental Fund Type Definitions. The following classifications describe the 
relative strength of the spending constraints placed on the purposes for which resources can 
be used: 
 

 Nonspendable fund balance – amounts that are not in spendable form (such as 
inventory and prepaids) or are required to be maintained intact (corpus of a 
permanent fund); 
 

 Restricted fund balance – amounts constrained to specific purposes by their 
providers (such as grantors, bondholders, and higher levels of government), 
through constitutional  provisions, or by enabling legislation; 
 

 Committed fund balance – amounts constrained to specific purposes by a 
government itself, using its highest level of decision-making authority; to be 
reported as committed, amounts cannot be used for any other purpose unless the 
government takes the same highest level action to remove or change the 
constraint; 
 

 Assigned fund balance – amounts a government intends to use for a specific 
purpose; intent can be expressed by the governing body or by an official or body to 
which the governing body delegates the authority; 
 

 Unassigned fund balance – amounts that are available for any purpose; positive 
amounts are only reported in the general fund. 
 

When fund balance resources are available for a specific purpose in more than one 
classification, it is the Town’s policy to use the most restrictive funds first in the following 
order: restricted, committed, assigned, and unassigned as they are needed. 

  
The Town establishes (and modifies or rescinds) fund balance commitments by passage of 
an ordinance. This is typically done through adoption and amendment of the budget. A fund 
balance commitment is further indicated in the budget document as a designation or 
commitment of the fund (such as for special incentives). Assigned fund balance is established 
by Town Council through adoption or amendment of the budget as intended for specific 
purpose (such as the purchase of capital assets, construction, debt service, or for other 
purposes). 

 
In the general fund, the Town strives to maintain an unassigned fund balance to be used for 
unanticipated emergencies of approximately 15% of the actual GAAP basis expenditures and 
other financing sources and uses. 
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NOTE 1 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES: (CONTINUED) 
 
D. Assets, Liabilities and Deferred Outflows/Inflows of Resources and Equity (continued) 
 

Net position 
 

Net position is the difference between (a) assets and deferred outflows of resources and (b) 
liabilities and deferred inflows of resources.  Net investment in capital assets represents 
capital assets, less accumulated depreciation, less any outstanding debt related to the 
acquisition, construction or improvement of those assets.  Deferred outflows of resources and 
deferred inflows of resources that are attributable to the acquisition, construction, or 
improvement of those assets or related debt are also included in this component of net 
position. 

 
Net position flow assumption 
 
Sometimes the Town will fund outlays for a particular purpose from both restricted (e.g. 
restricted bond and grant proceeds) and unrestricted resources, in order to calculate the 
amounts to report as restricted – net position and unrestricted – net position in the financial 
statements, a flow assumption must be made about the order in which the resources are 
considered to be applied.  It is the Town’s policy to consider restricted – net position to have 
been depleted before unrestricted – net position is applied. 

 
Deferred outflows/inflows of resources 

 
In addition to assets, the statement of financial position will sometimes report a separate 
section for deferred outflows of resources.  This separate financial statement element, 
deferred outflows of resources, represents a consumption of net position that applies to a 
future period(s) and so will not be recognized as an outflow of resources (expense) until then.  
The Town does not have any deferred outflows of resources as of June 30, 2014. 

 
In addition to liabilities, the statement of financial position will sometimes report a separate 
section for deferred inflows of resources.  This separate financial statement element, deferred 
inflows of resources, represents an acquisition of net position that applies to a future period(s) 
and so will not be recognized as an inflow of resources (revenue) until that time.  The Town 
has one type of item that qualifies for reporting in this category.  Under a modified accrual 
basis of accounting, unavailable revenue representing property taxes receivable is reported in 
the governmental funds balance sheet.  This amount is comprised of uncollected property 
taxes due prior to June 30, 2nd half installments levied during the fiscal year but due after 
June 30th, and amounts prepaid on the 2nd half installments and is deferred and recognized 
as an inflow of resources in the period that the amount becomes available. Under the accrual 
basis, 2nd half installments levied during the fiscal year but due after June 30th and amounts 
prepaid on the 2nd half installments are reported as deferred inflows of resources. 
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NOTE 2 – RECONCILIATION OF GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENTS: 
 

A. Explanation of certain differences between the governmental fund balance sheet and 
the government-wide statement of net position 

 
The governmental fund balance sheet includes a reconciliation between fund balance—total 
governmental funds and net position—governmental activities as reported in the government-
wide statement of net position.  One element of that reconciliation explains that “long-term 
liabilities, including bonds payable, are not due and payable in the current period and 
therefore are not reported in the funds.”  The details of this ($46,559) difference for the 
primary government are as follows: 

 
Primary

Government

Compensated absences $ (46,559)            

Net adjustment to reduce fund balance-total governmental
funds  to arrive at net position-governmental activities $ (46,559)            

 
 

B. Explanation of certain differences between the governmental fund statement of 
revenues, expenditures, and changes in fund balances and the government-wide 
statement of activities 

 
The governmental fund statement of revenues, expenditures, and changes in fund balances 
includes a reconciliation between net changes in fund balances—total governmental funds 
and changes in net position of governmental activities as reported in the government-wide 
statement of activities.  One element of that reconciliation explains that “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.”  The details of this ($137,039) difference for the primary government are as follows:
  

 
Primary

Government

Capital outlay $ 103,704           
Depreciation expense (240,743)          
Net adjustment to increase (decrease) net changes in fund
balances-total governmental funds to arrive at changes in net
position of governmental activities $ (137,039)          
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NOTE 2 – RECONCILIATION OF GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENTS: 
(CONTINUED) 
 

B. Explanation of certain differences between the governmental fund statement of 
revenues, expenditures, and changes in fund balances and the government-wide 
statement of activities 
 
Another element of that reconciliation states that “Some expenses reported in the statement 
of activities do not require the use of current financial resources and therefore are not 
reported as expenditures in governmental funds.”  The details of this $2,389 difference for the 
primary government are as follows: 

 

Primary
Government

Compensated absences $ 2,389               
Net adjustment to increase (decrease) net changes in fund
balances-total governmental funds to arrive at changes in
net position of governmental activities $ 2,389               

 
 
 

NOTE 3 – STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILITY: 
 

A. Budgetary information  
 
The following procedures are used by the Town in establishing the budgetary data reflected in 
the financial statements: 

 
1. Prior to March 30, the Town Manager submits to the Town Council a proposed operating 

and capital budget for the fiscal year commencing the following July 1.  The operating and 
capital budget includes proposed expenditures and the means of financing them.  All 
funds have legally adopted budgets. 
 

2. Public hearings are conducted to obtain citizen comments. 
 

3. Prior to June 30, the budget is legally enacted through passage of an Appropriations 
Resolution. 

 
4. The Appropriations Resolution places legal restrictions on expenditures at the function 

level.  The appropriation for each department or category can be revised only by the Town 
Council.  The Town Manager is authorized to transfer budgeted amounts within general 
government departments. 

 
5. Formal budgetary integration is employed as a management control device during the 

year for the General Fund. 
 

6. All budgets are adopted on a basis consistent with generally accepted accounting 
principles (GAAP). 

 
7. Appropriations lapse on June 30 for all Town units. 

 
8. All budgetary data presented in the accompanying financial statements is the revised 

budget as of June 30. 
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NOTE 3 – STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILITY: (CONTINUED) 
 

B. Excess of expenditures over appropriations 
 

For the year ended June 30, 2014, General Fund expenditures exceeded appropriations in 
Public Safety by $30,359.  General Fund expenditures also exceeded appropriations in Public 
Works by $7,990.  These over expenditures were funded by the revenues in that fund. 

 
C. Deficit fund equity 

 
 At June 30, 2014, there were no funds with deficit fund equity. 

 
NOTE 4 – DEPOSITS AND INVESTMENTS: 
 
Deposits 
Deposits with banks are covered by the Federal Deposit Insurance Corporation (FDIC) and collateralized 
in accordance with the Virginia Security for Public Deposits Act (the “Act”) Section 2.2-4400 et. seq. of 
the Code of Virginia.  Under the Act, banks and savings institutions holding public deposits in excess of 
the amount insured by the FDIC must pledge collateral to the Commonwealth of Virginia Treasury Board.  
Financial Institutions may choose between two collateralization methodologies and depending upon that 
choice, will pledge collateral that ranges in the amounts from 50% to 130% of excess deposits.  
Accordingly, all deposits are considered fully collateralized. 
 
Investments 
Statutes authorize the Town to invest in obligations of the United States or agencies thereof, obligations 
of the Commonwealth of Virginia or political subdivisions thereof, obligations of the International Bank for 
Reconstruction and Development (World Bank), Asian Development Bank, the African Development 
Bank, “prime quality” commercial paper and certain corporate notes, banker’s acceptances, repurchase 
agreements, and the State Treasurer’s Local Government Investment Pool (LGIP). 
 
Credit Risk of Debt Securities 
Custodial credit risk is the risk that an issuer or other counterparty to an investment will not fulfill its 
obligations.  The Town’s investing activities are managed under the custody of the Treasurer.  The Town 
has not adopted a policy regarding credit risk of debt securities. 
 
Interest Rate Risk 
The Town has no policy regarding interest rate risk. 
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NOTE 5 – DUE FROM OTHER GOVERNMENTAL UNITS: 
 
Amounts due from other governmental units at June 30, 2014, are as follows: 
 

General
Commonwealth of Virginia:

Department of Taxation, communications tax collected for the Town $ 8,701          
Department of Taxation, local sales tax 17,948        
Other 1,804          

Federal Government:
Department of Motor Vehicles, Highway Safety Program grant 484             

Total $ 28,937        
 

 
 
NOTE 6 – CAPITAL ASSETS: 
 
Capital asset activity for the year ended June 30, 2014, was as follows: 
 

Beginning Ending
Balance Increases Decreases Transfers Balance

Governmental Activities
Capital asset not being depreciated:

Land $ 276,070      $ -                 $ -                $ -                  $ 276,070      
Construction in progress 2,455          -                 -                (2,455)          -                 

Total capital assets
not being depreciated $ 278,525      $ -                 $ -                $ (2,455)          $ 276,070      

Capital assets being depreciated:
Buildings and improvements $ 663,565      $ -                 $ -                $ -                  $ 663,565      
Park and improvements 1,210,337   40,406        -                2,455           1,253,198   
Machinery and equipment 698,027      63,298        -                -                  761,325      
Infrastructure 2,961,725   -                 -                -                  2,961,725   

Total capital assets
being depreciated $ 5,533,654   $ 103,704      $ -                $ 2,455           $ 5,639,813   

Accumulated depreciation:
Buildings and improvements $ 276,397      $ 15,045        $ -                $ -                  $ 291,442      
Park and improvements 790,365      34,028        -                -                  824,393      
Machinery and equipment 482,662      44,265        -                -                  526,927      
Infrastructure 247,453      147,405      -                -                  394,858      

Total accumulated depreciation $ 1,796,877   $ 240,743      $ -                $ -                  $ 2,037,620   
Total capital assets

being depreciated, net $ 3,736,777   $ (137,039)    $ -                $ 2,455           $ 3,602,193   
Governmental activities 

capital assets, net $ 4,015,302   $ (137,039)    $ -                $ -               $ 3,878,263   
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NOTE 6 – CAPITAL ASSETS: (CONTINUED) 
 

Beginning Transfers and Ending
Balance Increases Decreases Adjustments Balance

Business-Type Activities
Capital asset not being depreciated:

Land $ 321,739        $ -                $ -                  $ -                        $ 321,739        
Construction in progress 4,237            -                -                  (4,237)               -                   

Total capital assets
not being depreciated $ 325,976        $ -                $ -                  $ (4,237)               $ 321,739        

Capital assets being depreciated:
Utility plants $ 16,904,469   $ 60,290       $ -                  $ 4,237                $ 16,968,996   
Machinery and equipment 207,756        19,488       -                  -                        227,244        

Total capital assets
being depreciated $ 17,112,225   $ 79,778       $ -                  $ 4,237                $ 17,196,240   

Accumulated depreciation:
Utility plants $ 4,732,881     $ 377,177     $ -                  $ -                        $ 5,110,058     
Machinery and equipment 187,734        10,910       -                  -                        198,644        
Total accumulated

 depreciation $ 4,920,615     $ 388,087     $ -                  $ -                        $ 5,308,702     
Total capital assets

being depreciated, net $ 12,191,610   $ (308,309)   $ -                  $ 4,237                $ 11,887,538   
Intangible assets being amortized:

Broadway Regional Wastewater
Treatment Facility hookup fee $ 2,250,000     $ -                $ -                  $ -                        $ 2,250,000     
Regional Water Study 10,422          -                -                  -                        10,422          
Total capital assets

being amortized $ 2,260,422     $ -                $ -                  $ -                        $ 2,260,422     
Accumulated amortization:

Treatment Facility hookup fee $ 128,571        $ 64,286       $ -                  $ -                        $ 192,857        
Total capital assets

being amortized, net $ 2,131,851     $ (64,286)     $ -                  $ -                        $ 2,067,565     
Business-type activities 

capital assets, net $ 14,649,437   $ (372,595)   $ -                  $ -                        $ 14,276,842   
 

 
Depreciation and amortization expenses were charged to functions/programs of the primary government 
as follows: 
 

Governmental activities
General government administration $ 22,784          
Public safety 24,497          
Public works 155,748        
Parks and recreation 37,714          

Total depreciation expense-governmental activities $ 240,743       
Business-type activities

Water and sewer $ 452,373        
Total depreciation and amortization expense-business-type activities $ 452,373       
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NOTE 7 – LONG-TERM OBLIGATIONS: 
 
Primary Government-Governmental Activity Obligations:   
 
The following is a summary of changes in long-term obligation transactions for the year ended June 30, 
2014: 

Balance Balance
July 1, June 30,
2013 Additions Reductions 2014

Compensated absences $ 48,948       $ -                $ 2,389           $ 46,559       
 

 
Primary Government-Enterprise Activity Obligations:   
 
The following is a summary of changes in long-term obligation transactions for the year ended June 30, 
2014: 

Balance Balance
July 1, Issuances/ Retirements/ June 30,
2013 Additions Reductions 2014

General obligation bonds $ 6,232,537    $ -                $ 464,461       $ 5,768,076    
Unamortized bond premium 143,315       -                8,430           134,885       
Compensated absences 21,055         -                6,340           14,715         

Total $ 6,396,907    $ -                $ 479,231       $ 5,917,676    
 

 
Annual retirements to amortize long-term obligation and related interest at June 30, 2014, are as follows: 
 

Year Ending June 30, Principal Interest
2015 $ 442,335     $ 143,089      
2016 431,814     132,149      
2017 443,649     121,086      
2018 455,690     109,560      
2019 467,945     97,565        
2020 480,419     85,094        
2021 493,118     72,142        
2022 369,856     195,044      
2023 240,677     51,372        
2024 250,677     45,572        
2025 255,677     39,438        
2026 260,677     33,022        
2027 265,677     26,300        
2028 275,677     19,159        
2029 280,677     11,597        
2030 290,677     3,869          
2031 62,834       -                  
Total $ 5,768,076  $ 1,186,058   

General Obligation Bonds
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NOTE 7 – LONG-TERM OBLIGATIONS:  (CONTINUED) 
 
Primary Government-Enterprise Activity Obligations:  (continued) 
 
Details of obligations: 
 

Total Amount
Amount Due Within

Due One Year
General Obligation Bonds:
$4,000,000 VRA General Obligation Bond, Series 1998A, issued
November 1, 1998, bearing interest at 3%, with payments due semi-
annually commencing October 1, 2003, and continuing through October
1, 2021. Principal installments are due semiannually in the amount of
$136,193.   $    1,817,255 $       219,501 

$497,250 General Obligation water and sewer refunding note, issued
April 1, 2003, bearing interest at 3.50% per annum. Payments are due
monthly in the amount of $4,357 until the note matures November 1,
2014.         17,157         17,157 

$2,140,000 VRA General Obligation Bond, Series 2009, issued May 17,
2009, with an interest rate between 4.125% and 5.125%. Principal
payments are due annually and range from $65,000 to $165,000.
Additionally, interest payments are due semi-annually. Payments
commence October 1, 2010, and will continue through October 1, 2029.    1,860,000         80,000 

$2,721,876 VRA General Obligation Bond, issued June 1, 2010,
bearing no interest. Semi-annual payments of $68,047 are to begin
May 1, 2011 and are payable through November 1, 2030.    2,073,664       125,677 
Sub-total general obligation bonds $ 5,768,076   $ 442,335      
Unamortized premium on bond issues $ 134,885      $ 8,430          
Compensated absences $ 14,715        $ -                 
Total long-term obligations $ 5,917,676   $ 450,765      
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NOTE 8 – COMPENSATED ABSENCES: 
 
It is the Town’s policy to permit employees to accumulate earned but not used annual leave and sick 
leave benefits.  The Town pays a benefit for accumulated annual leave upon an employee’s separation 
from service to the extent the employee meets certain criteria.  Annual leave is accrued when incurred in 
the government-wide and proprietary fund financial statements.  A liability is reported for compensated 
absences in governmental funds only to the extent that it is expected to be liquidated with expendable 
available financial resources as a result of employee resignations and retirements.  Sick leave is 
recorded in the same manner for employees eligible for retirement.  The town has no policy to pay 
unused sick leave when employees resign.  The Town has outstanding accrued compensated absences 
totaling $46,559 in the Primary Government, and $14,715 in the Enterprise Funds. 
 
 
NOTE 9 – PENSION PLAN: 
 
A. Plan Description 
 

Name of Plan:  Virginia Retirement System (VRS) 
Identification of Plan: Agent Multiple-Employer Pension Plan 
Administering Entity: Virginia Retirement System (System) 

 
All full-time, salaried permanent (professional) employees of public school divisions and employees 
of participating employers are automatically covered by VRS upon employment.  Members earn one 
month of service credit for each month they are employed and they and their employer are paying 
contributions to VRS.  Members are eligible to purchase prior public service, active duty military 
service, certain periods of leave and previously refunded VRS service as service credit in their plan. 

 
Within the VRS Plan, the System administers three different benefit plans for local government 
employees – Plan 1, Plan 2, and, Hybrid.  Each plan has different eligibility and benefit structures as 
set out below: 
 

VRS  PLAN 1 
 

1. Plan Overview - VRS Plan 1 is a defined benefit plan. The retirement benefit is based on a 
member’s age, creditable service and average final compensation at retirement using a formula. 
Employees are eligible for VRS Plan 1 if their membership date is before July 1, 2010, and they 
were vested as of January 1, 2013. 

 
2. Eligible Members - Employees are in VRS Plan 1 if their membership date is before July 1, 

2010, and they were vested as of January 1, 2013.  
 

3. Hybrid Opt-In Election - VRS non-hazardous duty covered Plan 1 members were allowed to 
make an irrevocable decision to opt into the Hybrid Retirement Plan during a special election 
window held January 1 through April 30, 2014.  

 
The Hybrid Retirement Plan’s effective date for eligible VRS Plan 1 members who opted in was  
July 1, 2014.  
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NOTE 9 – PENSION PLAN:  (CONTINUED) 
 
A. Plan Description (Continued) 
 

VRS  PLAN 1 (CONTINUED) 

 
3. Hybrid Opt-In Election (Continued) - If eligible deferred members returned to work during the 

election window, they were also eligible to opt into the Hybrid Retirement Plan.  
 

Members who were eligible for an optional retirement plan (ORP) and had prior service under 
VRS Plan 1 were not eligible to elect the Hybrid Retirement Plan and remain as VRS Plan 1 or 
ORP. 

 
4. Retirement Contributions - Members contribute up to 5% of their compensation each month to 

their member contribution account through a pre-tax salary reduction. Some school divisions and 
political subdivisions elected to phase in the required 5% member contribution; all employees 
will be paying the full 5% by July 1, 2016. Member contributions are tax-deferred until they are 
withdrawn as part of a retirement benefit or as a refund. The employer makes a separate 
actuarially determined contribution to VRS for all covered employees. VRS invests both member 
and employer contributions to provide funding for the future benefit payment. 

 
5. Creditable Service - Creditable service includes active service. Members earn creditable 

service for each month they are employed in a covered position. It also may include credit for 
prior service the member has purchased or additional creditable service the member was 
granted. A member’s total creditable service is one of the factors used to determine their 
eligibility for retirement and to calculate their retirement benefit. It also may count toward 
eligibility for the health insurance credit in retirement, if the employer offers the health insurance 
credit.  

 
6. Vesting - Vesting is the minimum length of service a member needs to qualify for a future 

retirement benefit. Members become vested when they have at least five years (60 months) of 
creditable service. Vesting means members are eligible to qualify for retirement if they meet the 
age and service requirements for their plan. Members also must be vested to receive a full 
refund of their member contribution account balance if they leave employment and request a 
refund.  

 
Members are always 100% vested in the contributions that they make. 

 
7. Calculating the Benefit - The Basic Benefit is calculated based on a formula using the 

member’s average final compensation, a retirement multiplier and total service credit at 
retirement. It is one of the benefit payout options available to a member at retirement. 

 
An early retirement reduction factor is applied to the Basic Benefit if the member retires with a 
reduced retirement benefit or selects a benefit payout option other than the Basic Benefit. 

 
8. Average Final Compensation - A member’s average final compensation is the average of the 

36 consecutive months of highest compensation as a covered employee. 
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NOTE 9 – PENSION PLAN:  (CONTINUED) 
 
A. Plan Description (Continued) 
 

VRS  PLAN 1 (CONTINUED) 
 

9. Service Retirement Multiplier - The retirement multiplier is a factor used in the formula to 
determine a final retirement benefit. The retirement multiplier for non-hazardous duty members 
is 1.7%. The retirement multiplier for sheriffs and regional jail superintendents is 1.85%. The 
retirement multiplier of eligible political subdivision hazardous duty employees other than sheriffs 
and regional jail superintendents is 1.7% or 1.85% as elected by the employer. 

 
10. Normal Retirement Age - Age 65. 
 
11. Earliest Unreduced Retirement Eligibility - Members who are not in hazardous duty positions 

are eligible for an unreduced retirement benefit at age 65 with at least five years (60 months) of 
creditable service or at age 50 with at least 30 years of creditable service. 

 
Hazardous duty members are eligible for an unreduced retirement benefit at age 60 with at least 
five years of creditable service or age 50 with at least 25 years of creditable service. 

 
12. Earliest Reduced Retirement Eligibility - Members may retire with a reduced benefit as early 

as age 55 with at least five years (60 months) of creditable service or age 50 with at least 10 
years of creditable service. 

 
13. Cost-of-Living Adjustment (COLA) in Retirement - The Cost-of-Living Adjustment (COLA) 

matches the first 3% increase in the Consumer Price Index for all Urban Consumers (CPI-U) and 
half of any additional increase (up to 4%) up to a maximum COLA of 5%. 

 
14. Eligibility - For members who retire with an unreduced benefit or with a reduced benefit with at 

least 20 years of creditable service, the COLA will go into effect on July 1 after one full calendar 
year from the retirement date.  

 
For members who retire with a reduced benefit and who have less than 20 years of creditable 
service, the COLA will go into effect on July 1 after one calendar year following the unreduced 
retirement eligibility date. 

 
15. Exceptions to COLA Effective Dates - The COLA is effective July 1 following one full calendar 

year (January 1 to December 31) under any of the following circumstances: 
 

 The member is within five years of qualifying for an unreduced retirement benefit as of 
January 1, 2013. 

 
 The member retires on disability.  

 
 The member retires directly from short-term or long-term disability under the Virginia 

Sickness and Disability Program (VSDP). 
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NOTE 9 – PENSION PLAN:  (CONTINUED) 
 
A. Plan Description (Continued) 
 

VRS  PLAN 1 (CONTINUED) 
 

15. Exceptions to COLA Effective Dates (Continued) 
 

 The member is involuntarily separated from employment for causes other than job 
performance or misconduct and is eligible to retire under the Workforce Transition Act or the 
Transitional Benefits Program. 

 
 The member dies in service and the member’s survivor or beneficiary is eligible for a 

monthly death-in-service benefit. The COLA will go into effect on July 1 following one full 
calendar year (January 1 to December 31) from the date the monthly benefit begins. 

 
16. Disability Coverage - Members who are eligible to be considered for disability retirement and 

retire on disability, the retirement multiplier is 1.7% on all service, regardless of when it was 
earned, purchased or granted. 
 
Most state employees are covered under the Virginia Sickness and Disability Program (VSDP), 
and are not eligible for disability retirement. 

 
VSDP members are subject to a one-year waiting period before becoming eligible for non-work 
related disability benefits. 
 

17. Purchase of Prior Service - Members may be eligible to purchase service from previous public 
employment, active duty military service, an eligible period of leave or VRS refunded service as 
creditable service in their plan. Prior creditable service counts toward vesting, eligibility for 
retirement and the health insurance credit. Only active members are eligible to purchase prior 
service. When buying service, members must purchase their most recent period of service first. 
Members also may be eligible to purchase periods of leave without pay. 
 

 
VRS  PLAN 2 

 
1. Plan Overview - VRS Plan 2 is a defined benefit plan. The retirement benefit is based on a 

member’s age, creditable service and average final compensation at retirement using a formula. 
Employees are eligible for VRS Plan 2 if their membership date is on or after July 1, 2010, or 
their membership date is before July 1, 2010, and they were not vested as of January 1, 2013. 

 
2. Eligible Members - Employees are in VRS Plan 2 if their membership date is on or after July 1, 

2010, or their membership date is before July 1, 2010, and they were not vested as of January 
1, 2013.  
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NOTE 9 – PENSION PLAN:  (CONTINUED) 
 
A. Plan Description (Continued) 

 

VRS  PLAN 2  (CONTINUED) 
 

3. Hybrid Opt-In Election - VRS Plan 2 members were allowed to make an irrevocable decision to 
opt into the Hybrid Retirement Plan during a special election window held January 1 through 
April 30, 2014.  

 
The Hybrid Retirement Plan’s effective date for eligible VRS Plan 2 members who opted in was 
July 1, 2014.  

 
If eligible deferred members returned to work during the election window, they were also eligible 
to opt into the Hybrid Retirement Plan.  

 
Members who were eligible for an optional retirement plan (ORP) and have prior service under 
VRS Plan 2 were not eligible to elect the Hybrid Retirement Plan and remain as VRS Plan 2 or 
ORP. 

 
4. Retirement Contributions – Same as VRS Plan 1 Refer to Section 4. 
 
5. Creditable Service – Same as VRS Plan 1  Refer to Section 5. 

 
6. Vesting – Same as VRS Plan 1 Refer to Section 6. 
 
7. Calculating the Benefit – Same as VRS Plan 1 Refer to Section 7. 
 
8. Average Final Compensation - A member’s average final compensation is the average of their 

60 consecutive months of highest compensation as a covered employee. 
 
9. Service Retirement Multiplier - Same as Plan1 for service earned, purchased or granted prior 

to January 1, 2013. For non-hazardous duty members the retirement multiplier is 1.65% for 
creditable service earned, purchased or granted on or after January 1, 2013. 

 
10. Normal Retirement Age - Normal Social Security retirement age. 

 
11. Earliest Unreduced Retirement Eligibility - Members who are not in hazardous duty positions 

are eligible for an unreduced retirement benefit when they reach normal Social Security 
retirement age and have at least five years (60 months) of creditable service or when their age 
and service equal 90. 

 
Hazardous duty members are eligible for an unreduced retirement benefit at age 60 with at least 
five years of creditable service or age 50 with at least 25 years of creditable service. 

 
12. Earliest Reduced Retirement Eligibility - Members may retire with a reduced benefit as early 

as age 60 with at least five years (60 months) of creditable service. 
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NOTE 9 – PENSION PLAN:  (CONTINUED) 
 
A. Plan Description (Continued) 

 

VRS  PLAN 2  (CONTINUED) 

13. Cost-of-Living Adjustment (COLA) in Retirement - The Cost-of-Living Adjustment (COLA) 
matches the first 2% increase in the CPI-U and half of any additional increase (up to 2%), for a 
maximum COLA of 3%. 

 
14. Eligibility – Same as VRS Plan 1 Refer to Section 14. 
 
15. Exceptions to COLA Effective Dates – Same as VRS Plan 1 Refer to Section 15. 

 
16. Disability Coverage - Members who are eligible to be considered for disability retirement and 

retire on disability, the retirement multiplier is 1.65% on all service, regardless of when it was 
earned, purchased or granted. 

 
Most state employees are covered under the Virginia Sickness and Disability Program (VSDP), 
and are not eligible for disability retirement. 

 
VSDP members are subject to a one-year waiting period before becoming eligible for non-work 
related disability benefits. 

 
17. Purchase of Prior Service – Same as VRS Plan 1 Refer to Section 17. 

 
 

HYBRID RETIREMENT PLAN 
 
1. Plan Overview - The Hybrid Retirement Plan combines the features of a defined benefit plan 

and a defined contribution plan. Most members hired on or after January 1, 2014 are in this plan, 
as well as VRS Plan 1 and VRS Plan 2 members who were eligible and opted into the plan 
during a special election window. (See “Eligible Members”) 

 
 The defined benefit is based on a member’s age, creditable service and average final 

compensation at retirement using a formula. 
 

 The benefit from the defined contribution component of the plan depends on the member 
and employer contributions made to the plan and the investment performance of those 
contributions.  

 
 In addition to the monthly benefit payment payable from the defined benefit plan at 

retirement, a member may start receiving distributions from the balance in the defined 
contribution account, reflecting the contributions, investment gains or losses, and any 
required fees. 
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NOTE 9 – PENSION PLAN:  (CONTINUED) 
 
A. Plan Description (Continued) 

 

HYBRID RETIREMENT PLAN (CONTINUED) 

 
2. Eligible Members - Employees are in the Hybrid Retirement Plan if their membership date is on 

or after January 1, 2014. This includes:  
 

 State employees*  
 
 School division employees  

 
 Political subdivision employees*  

 
 Judges appointed or elected to an original term on or after January 1, 2014  

 
 Members in VRS Plan 1 or VRS Plan 2 who elected to opt into the plan during the election 

window held January 1-April 30, 2014; the plan’s effective date for opt-in members was July 
1, 2014 

 
3. *Non-Eligible Members - Some employees are not eligible to participate in the Hybrid 

Retirement Plan. They include:  
 

 Members of the State Police Officers’ Retirement System (SPORS) 
  
 Members of the Virginia Law Officers’ Retirement System (VaLORS)  

 
 Political subdivision employees who are covered by enhanced benefits for hazardous duty 

employees  
 

Those employees eligible for an optional retirement plan (ORP) must elect the ORP plan or the 
Hybrid Retirement Plan. If these members have prior service under VRS Plan 1 or VRS Plan 2, 
they are not eligible to elect the Hybrid Retirement Plan and must select VRS Plan 1 or VRS 
Plan 2 (as applicable) or ORP. 

 
4. Retirement Contributions - A member’s retirement benefit is funded through mandatory and 

voluntary contributions made by the member and the employer to both the defined benefit and 
the defined contribution components of the plan. Mandatory contributions are based on a 
percentage of the employee’s creditable compensation and are required from both the member 
and the employer. Additionally, members may choose to make voluntary contributions to the 
defined contribution component of the plan, and the employer is required to match those 
voluntary contributions according to specified percentages. 
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NOTE 9 – PENSION PLAN:  (CONTINUED) 
 
A. Plan Description (Continued) 

 

HYBRID RETIREMENT PLAN (CONTINUED) 
 

5. Creditable Service 
  

Defined Benefit Component - Under the defined benefit component of the plan, creditable 
service includes active service. Members earn creditable service for each month they are 
employed in a covered position. It also may include credit for prior service the member has 
purchased or additional creditable service the member was granted. A member’s total creditable 
service is one of the factors used to determine their eligibility for retirement and to calculate their 
retirement benefit. It also may count toward eligibility for the health insurance credit in 
retirement, if the employer offers the health insurance credit. 

 
Defined Contribution Component - Under the defined contribution component, creditable service 
is used to determine vesting for the employer contribution portion of the plan. 

 
6. Vesting 

 
Defined Benefit Component - Defined benefit vesting is the minimum length of service a member 
needs to qualify for a future retirement benefit. Members are vested under the defined benefit 
component of the Hybrid Retirement Plan when they reach five years (60 months) of creditable 
service. VRS Plan 1 or VRS Plan 2 members with at least five years (60 months) of creditable 
service who opted into the Hybrid Retirement Plan remain vested in the defined benefit 
component.  

 
Defined Contribution Component - Defined contribution vesting refers to the minimum length of 
service a member needs to be eligible to withdraw the employer contributions from the defined 
contribution component of the plan. 

 
Members are always 100% vested in the contributions that they make.  
 
Upon retirement or leaving covered employment, a member is eligible to withdraw a percentage 
of employer contributions to the defined contribution component of the plan, based on service.  

 
 After two years, a member is 50% vested and may withdraw 50% of employer contributions.  

 
 After three years, a member is 75% vested and may withdraw 75% of employer 

contributions.  
 

 After four or more years, a member is 100% vested and may withdraw 100% of employer 
contributions.  

 
Distribution is not required by law until age 70½.  
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NOTE 9 – PENSION PLAN:  (CONTINUED) 
 
A. Plan Description (Continued) 

 

HYBRID RETIREMENT PLAN (CONTINUED) 
 

7. Calculating the Benefit  
 

Defined Benefit Component – Same as VRS Plan 1 Refer to Section 7. 
 

Defined Contribution Component - The benefit is based on contributions made by the member 
and any matching contributions made by the employer, plus net investment earnings on those 
contributions. 

 
8. Average Final Compensation – Same as VRS Plan 2 Refer to Section 8.  It is used in the 

retirement formula for the defined benefit component of the plan. 
 

9. Service Retirement Multiplier - The retirement multiplier is 1.0%. 
 

For members that opted into the Hybrid Retirement Plan from VRS Plan 1 or VRS Plan 2, the 
applicable multipliers for those plans will be used to calculate the retirement benefit for service 
credited in those plans. 

 
10. Normal Retirement Age 

 
Defined Benefit Component – Same as VRS Plan 2 Refer to Section 10. 

 
Defined Contribution Component - Members are eligible to receive distributions upon leaving 
employment, subject to restrictions. 

 
11. Earliest Unreduced Retirement Eligibility 

 
Defined Benefit Component - Members are eligible for an unreduced retirement benefit when 
they reach normal Social Security retirement age and have at least five years (60 months) of 
creditable service or when their age and service equal 90. 

 
Defined Contribution Component - Members are eligible to receive distributions upon leaving 
employment, subject to restrictions. 

 
12. Earliest Reduced Retirement Eligibility 

 
Defined Benefit Component - Members may retire with a reduced benefit as early as age 60 with 
at least five years (60 months) of creditable service. 

 
Defined Contribution Component - Members are eligible to receive distributions upon leaving 
employment, subject to restrictions. 

 
13. Cost-of-Living Adjustment (COLA) in Retirement  

 
Defined Benefit Component – Same as VRS Plan 2 Refer to Section 13. 

 
Defined Contribution Component – Not Applicable. 
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NOTE9 – PENSION PLAN:  (CONTINUED) 
 
A. Plan Description (Continued) 

 

HYBRID RETIREMENT PLAN (CONTINUED) 

14. Eligibility – Same as VRS Plan 1 and VRS Plan 2 Refer to Section 14. 
 
15. Exceptions to COLA Effective Dates – Same as VRS Plan 1 and VRS Plan 2 Refer to Section 

15. 
 

16. Disability Coverage - Eligible political subdivision and school division members (including VRS 
Plan 1 and VRS Plan 2 opt-ins) participate in the Virginia Local Disability Program (VLDP) 
unless their local governing body provides an employer-paid comparable program for its 
members. 

 
State employees (including VRS Plan 1 and VRS Plan 2 opt-ins) participating in the Hybrid 
Retirement Plan are covered under the Virginia Sickness and Disability Program (VSDP), and 
are not eligible for disability retirement. 

 
Hybrid members (including VRS Plan 1 and VRS Plan 2 opt-ins) covered under VSDP or VLDP 
are subject to a one-year waiting period before becoming eligible for non-work related disability 
benefits. 

 
17. Purchase of Prior Service 

 
Defined Benefit Component - Same as VRS Plan 1 and VRS Plan 2 Refer to Section 17. 

 
Defined Contribution Component – Not Applicable. 

 
The System issues a publicly available comprehensive annual financial report that includes financial 
statements and required supplementary information for VRS.  A copy of the most recent report may 
be obtained from the VRS website at http://www.varetire.org/Pdf/Publications/2013-annual-report.pdf, 
or by writing to the System’s Chief Financial Officer at P.O. Box 2500, Richmond, VA, 23218-2500. 
 

B. Funding Policy 
 

Plan members are required by Title 51.1 of the Code of Virginia (1950), as amended, to contribute 
5.00% of their compensation toward their retirement. All or part of the 5.00% member contribution 
may be assumed by the employer. Beginning July 1, 2012 new employees were required to pay the 
5% member contribution.  In addition, for existing employees, employers were required to begin 
making the employee pay the 5% member contribution. This could be phased in over a period up to 
5 years and the employer is required to provide a salary increase equal to the amount of the 
increase in the employee-paid member contribution. In addition, the Town is required to contribute 
the remaining amounts necessary to fund its participation in the VRS using the actuarial basis 
specified by the Code of Virginia and approved by the VRS Board of Trustees.  The Town’s 
contribution rate for the fiscal year ended 2014 was 10.20% of annual covered payroll. 

 
 



TOWN OF NEW MARKET, VIRGINIA 
 
NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2014 (CONTINUED) 
 
 

47 

NOTE 9 – PENSION PLAN:  (CONTINUED) 
 
C. Annual Pension Cost 

 
For fiscal year 2014, Town’s annual pension cost of $83,292 was equal to the Town’s required and 
actual contributions. 

 

                  

Annual Percentage Net
Pension of APC Pension

Fiscal Year Ended Cost (APC) Contributed Obligation
June 30, 2014 $ 83,292            100.00% $ -                   
June 30, 2013 81,385            100.00% -                   
June 30, 2012 68,263            100.00% -                   

Three Year Trend Information

 
 

The FY 2014 required contribution was determined as part of the June 30, 2011 actuarial valuation 
using the entry age actuarial cost method.  The actuarial assumptions at June 30, 2011 included (a) 
an investment rate of return (net of administrative expenses) of 7.00%, (b) projected salary increases 
ranging from 3.75% to 5.60% per year for general government employees, 3.75% to 6.20% per year 
for teachers, and 3.50% to 4.75% for employees eligible for enhanced benefits available to law 
enforcement officers, firefighters, and sheriffs, and (c) a cost-of-living adjustment of 2.50% per year 
for Plan1 employees and 2.25% for Plan 2 employees.  Both the investment rate of return and the 
projected salary increases include an inflation component of 2.50%.  The actuarial value of the 
Town’s assets is equal to the modified market value of assets.  This method uses techniques that 
smooth the effects of short-term volatility in the market value of assets over a five-year period.  The 
Town’s unfunded actuarial accrued liability is being amortized as a level percentage of projected 
payrolls on an open basis.  The remaining amortization period at June 30, 2011 for the Unfunded 
Actuarial Accrued Liability (UAAL) was 30 years.   
 

D. Funded Status and Funding Progress 
 

As of June 30, 2013, the most recent actuarial valuation date, the Town’s plan was 77.04% funded. 
The actuarial accrued liability for benefits was $2,866,247, and the actuarial value of assets was 
$2,208,129, resulting in an unfunded actuarial accrued liability (UAAL) of $658,118. The covered 
payroll (annual payroll of active employees covered by the plan) was $810,001 and ratio of the UAAL 
to the covered payroll was 81.25%. 

 
The schedule of funding progress, presented as Required Supplementary Information (RSI) following 
the notes to the financial statements, presents multiyear trend information about whether the 
actuarial value of plan assets is increasing or decreasing over time relative to the actuarial accrued 
liability (AAL) for benefits. 

 
 
NOTE 10 – UNEARNED REVENUE: 
 
Unearned revenue represents amounts for which asset recognition criteria have been met, but for which 
revenue recognition criteria have not been met.  Under the accrual basis of accounting, such amounts 
are measurable, but not available.  The Town had no unearned revenue at June 30, 2014.



TOWN OF NEW MARKET, VIRGINIA 
 
NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2014 (CONTINUED) 
 
 

48 

NOTE 11 – RISK MANAGEMENT: 
 
The Town is exposed to various risks of loss related to torts; theft of, damage to, and destruction of 
assets; errors and omissions; injuries to employees; and natural disasters.  To reduce insurance costs 
and the need for self-insurance, the Town has joined with other municipalities in the Commonwealth of 
Virginia in several public entity risk pools that operate as common risk management and insurance 
programs for member municipalities.  The Town is not self-insured. 
 
The Town has insurance coverage with the Virginia Municipal Group Self Insurance Association and VA 
Risk.  Each Association member jointly and severally agrees to assume, pay and discharge any liability.  
The Town pays contributions and assessments based upon classifications and rates into a designated 
cash reserve fund out of which expenses of the Association and claims and awards are to be paid.  In 
the event of a loss deficit and depletion of all available excess insurance, the Association may assess all 
members in the proportion that the premium of each bears to the total premiums of all members in the 
year in which such deficit occurs.  The Town’s settled claims have not exceeded insurance coverage in 
any of the past three fiscal years. 
 
 
NOTE 12 – CONTINGENT LIABILITIES:  
 
Amounts received or receivable from grantor agencies are subject to audit and adjustment by grantor 
agencies, principally the federal government.  Any disallowed claims, including amounts already 
collected, may constitute a liability of the applicable funds.  The amount, if any, of expenditures which 
may be disallowed by the grantor cannot be determined at this time although the government expects 
such amounts, if any, to be immaterial.   
 
 
NOTE 13 – UPCOMING PRONOUNCEMENTS: 
 
The GASB has issued Statement No. 68, “Accounting and Financial Reporting for Pensions; an 
amendment of GASB Statement No. 27.”  This Statement replaces the requirements of Statements No. 
27 and No. 50 related to pension plans that area administered through trusts or equivalent 
arrangements.  The requirements of Statements No. 27 and No. 50 remain applicable for pensions that 
are not administered as trusts or equivalent arrangements.  The requirements of this Statement are 
effective for financial statements for fiscal years beginning after June 15, 2014.  The Town believes the 
implementation of Statement No. 68 will significantly impact the Town’s net positon; however, no formal 
study or estimate of the impact of this standard has been performed. 
 
 
NOTE 14 – LITIGATION: 
 
At June 30, 2014, there were no matters of litigation involving the Town of which would materially affect 
the Town’s financial position should any court decisions on pending matters not be favorable to such 
entities. 
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General Fund
Schedule of Revenues, Expenditures, and Changes in Fund Balance - Budget and Actual
For the Year Ended June 30, 2014

Variance with
Final Budget -

Actual Positive
Original Final Amounts (Negative)

REVENUES
General property taxes $ 272,843     $ 272,843     $ 279,438     $ 6,595               
Other local taxes 862,550     862,550     854,360     (8,190)              
Permits, privilege fees, and regulatory licenses 1,500         1,500         2,675         1,175               
Fines and forfeitures 40,000       40,000       23,331       (16,669)            
Revenue from the use of money and property 500            500            978            478                  
Charges for services 120,000     120,000     107,731     (12,269)            
Miscellaneous 4,000         4,000         12,562       8,562               
Intergovernmental revenues:

Commonwealth 97,657       97,657       172,819     75,162             
Federal 9,000         9,000         7,475         (1,525)              

Total revenues $ 1,408,050  $ 1,408,050  $ 1,461,369  $ 53,319             

EXPENDITURES
General government administration $ 367,850     $ 367,850     $ 357,887     $ 9,963               
Public safety 471,700     471,700     502,059     (30,359)            
Public works 468,850     468,850     476,840     (7,990)              
Cultural and economic development 47,100       47,100       45,090       2,010               
Parks and recreation 106,780     106,780     98,677       8,103               

Total expenditures $ 1,462,280  $ 1,462,280  $ 1,480,553  $ (18,273)            

Excess (deficiency) of revenues
over (under) expenditures $ (54,230)      $ (54,230)      $ (19,184)      $ 35,046             

Fund balances - beginning 54,230       54,230       1,108,295  1,054,065        
Fund balances - ending $ -                 $ -                 $ 1,089,111  $ 1,089,111        

Budgeted Amounts

49



Town of New Market, Virginia Exhibit 11

Schedule of Pension Funding Progress
As of June 30, 2014

Town Retirement Plan

Unfunded
Actuarial Actuarial UAAL as

Actuarial Accrued Accrued % of
Actuarial Value of Liability Liability Funded Covered Covered
Valuation Assets (AAL) (UAAL) Ratio Payroll Payroll

Date ( a ) ( b ) ( b-a ) ( a/b ) ( c ) ( (b-a)/c )

06/30/13 $ 2,208,129 $ 2,866,247 $ 658,118 77.04% $ 810,001 81.25%
06/30/12 2,094,444 2,739,755 645,311 76.45% 748,665 86.19%
06/30/11 2,102,048 2,622,140 520,092 80.17% 759,699 68.46%
06/30/10 2,040,038 2,101,533 61,495 97.07% 701,192 8.77%
06/30/09 1,994,288 1,809,567 (184,721) 110.21% 746,050 (24.76%)
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Town of New Market, Virginia Exhibit 12

Balance Sheet
Nonmajor Governmental Fund
June 30, 2014

Permanent
Fund

ASSETS
Cash and cash equivalents $ 118,323

Total assets $ 118,323

FUND BALANCE
Nonspendable:
   Permanent fund principal $ 100,000
Assigned:
   Municipal building sinking fund $ 18,323

Total fund balance $ 118,323
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Town of New Market, Virginia Exhibit 13

Statement of Revenues, Expenditures, and Changes in Fund Balances
Nonmajor Governmental Fund
For the Year Ended June 30, 2014

Permanent
Fund

REVENUES
Revenue from the use of money and property $ 708                   

Total revenues $ 708                   

Excess (deficiency) of revenues over (under) expenditures $ 708                   
Fund balances - beginning 117,615
Fund balances - ending $ 118,323
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Town of New Market, Virginia Schedule 1
Page 1 of 2

Schedule of Revenues - Budget and Actual
Governmental Funds
For the Year Ended June 30, 2014

Variance with
Final Budget -

Actual Positive
Original Final Amounts (Negative)

General Fund:
Revenue from local sources:

General property taxes:
Real estate taxes $ 205,000     $ 205,000     $ 208,079 $ 3,079                 
Personal property taxes 64,843       64,843       66,188 1,345                 
Penalties and interest 3,000         3,000         5,171           2,171                 

Total general property taxes $ 272,843     $ 272,843     $ 279,438       $ 6,595                 

Other local taxes:
Sales tax $ 115,000     $ 115,000     $ 92,372 $ (22,628)             
Utility taxes 102,000     102,000     101,112 (888)                  
Bank stock tax 60,000       60,000       56,341 (3,659)               
Cigarette tax 62,000       62,000       72,452 10,452               
Meals tax 350,550     350,550     350,974 424                    
Transient occupancy tax 85,000       85,000       89,340 4,340                 
Business and professional licenses 50,000       50,000       54,999 4,999                 
Motor vehicle licenses 38,000       38,000       36,770 (1,230)               

Total other local taxes $ 862,550     $ 862,550     $ 854,360       $ (8,190)               

Permits, privilege fees and regulatory licenses:
Rezoning and subdividing fees $ 1,500         $ 1,500         $ 2,675 $ 1,175                 

Fines and forfeitures:
Court fines $ 40,000       $ 40,000       $ 23,331 $ (16,669)             

Revenue from the use of money and property:
Interest earned $ 500            $ 500            $ 978 $ 478                    

Charges for services:
Trash collection fees $ 78,500       $ 78,500       $ 76,199 $ (2,301)               
Parks and recreation:

Pool 37,500       37,500       28,302 (9,198)               
Shelters, lights, etc. 4,000         4,000         3,230 (770)                  

Total charges for services $ 120,000     $ 120,000     $ 107,731       $ (12,269)             

Miscellaneous revenue:
Donations, police $ -                 $ -                 $ 640 $ 640                    
Park 1,500         1,500         631 (869)                  
Other 2,500         2,500         3,097 597                    
Insurance recoveries -                 -                 8,194 8,194                 

Total miscellaneous revenue $ 4,000         $ 4,000         $ 12,562         $ 8,562                 

Total revenue from local sources $ 1,301,393  $ 1,301,393  $ 1,281,075    $ (20,318)             

Budgeted Amounts
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Town of New Market, Virginia Schedule 1
Page 2 of 2

Schedule of Revenues - Budget and Actual
Governmental Funds
For the Year Ended June 30, 2014 (Continued)

Variance with
Final Budget -

Actual Positive
Original Final Amounts (Negative)

General Fund: (Continued)

Revenue from the Commonwealth:
Noncategorical aid:

Personal property tax reimbursement $ 45,157       $ 45,157       $ 45,157 $ -                        
Rolling stock tax -                 -                 17 17                      
DMV auto rental tax -                 -                 2,529 2,529                 

Total noncategorical aid 45,157       45,157       47,703         2,546                 

Other categorical aid:
Criminal justice $ -                 $ -                 $ 1,205           $ 1,205                 
Fire program funds 7,500         7,500         10,000 2,500                 
Commission for the arts support 1,000         1,000         -                  (1,000)               
Law enforcement assistance 42,000       42,000       42,812 812                    
VDOT snow removal 2,000         2,000         39,458 37,458               
Forfeited drug assets -                 -                 30,800 30,800               
FEMA disaster recovery fund -                 -                 841 841                    

Total other categorical aid 52,500       52,500       125,116       72,616               

Total revenue from the Commonwealth $ 97,657       $ 97,657       $ 172,819       $ 75,162               

Revenue from the federal government:
Bulletproof vest grant $ -                 $ -                 $ 1,343           $ 1,343                 
DMV highway safety program grants 9,000         9,000         4,147 (4,853)               
FEMA federal trust fund -                 -                 1,985 1,985                 

Total revenue from the federal government $ 9,000         $ 9,000         $ 7,475           $ (1,525)               

Total General Fund $ 1,408,050  $ 1,408,050  $ 1,461,369    $ 53,319               

Nonmajor Governmental Fund:
Permanent Fund:

Revenue from use of money and property:
Revenue from use of money $ 1,000         $ 1,000         $ 708              $ (292)                  

Total revenue from use of money and property $ 1,000         $ 1,000         $ 708              $ (292)                  

Total Permanent Fund $ 1,000         $ 1,000         $ 708              $ (292)                  

Budgeted Amounts
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Town of New Market, Virginia Schedule 2

Schedule of Expenditures - Budget and Actual
Governmental Funds
For the Year Ended June 30, 2014

Variance with
Final Budget -

Original Final Positive
Budget Budget Actual (Negative)

General Fund:
General government administration:

Legislative:
Town council and planning commission $ 17,300 $ 17,300 $ 17,539 $ (239)

General and financial administration:
Town manager $ 190,600 $ 190,600 $ 183,281 $ 7,319
Legal services 17,000 17,000 20,426 (3,426)
Independent auditor 9,300 9,300 9,308 (8)
Treasurer 133,650 133,650 127,333 6,317

Total general and financial administration $ 350,550 $ 350,550 $ 340,348 $ 10,202

Total general government administration $ 367,850 $ 367,850 $ 357,887 $ 9,963

Public safety:
Law enforcement and traffic control:

Police department $ 424,200 $ 424,200 $ 452,059 $ (27,859)

Fire and rescue services:
Fire department $ 7,500 $ 7,500 $ 10,000 $ (2,500)
Volunteer emergency operations 40,000 40,000 40,000 -

Total fire and rescue services $ 47,500 $ 47,500 $ 50,000 $ (2,500)

Total public safety $ 471,700 $ 471,700 $ 502,059 $ (30,359)

Public works:
Maintenance of highways, streets, bridges and sidewalks:

Highways, streets, bridges and sidewalks $ 381,850 $ 381,850 $ 386,455 $ (4,605)

Sanitation and waste removal:
Refuse collection and disposal $ 87,000 $ 87,000 $ 90,385 $ (3,385)

Total public works $ 468,850 $ 468,850 $ 476,840 $ (7,990)

Cultural and economic development:
General:

Community support, donations $ 32,000 $ 32,000 $ 32,204 $ (204)
Downtown revitalization 10,000 10,000 7,659 2,341
Economic development 5,100 5,100 5,227 (127)

Total general $ 47,100 $ 47,100 $ 45,090 $ 2,010

Total cultural and economic development $ 47,100 $ 47,100 $ 45,090 $ 2,010

Supervision of parks and recreation $ 106,780 $ 106,780 $ 98,677 $ 8,103
Total parks and recreation $ 106,780 $ 106,780 $ 98,677 $ 8,103

Total General Fund $ 1,462,280 $ 1,462,280 $ 1,480,553 $ (18,273)

Fund, Function, Activity, and Elements

Parks and recreation:
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ROBINSON, FARMER, COX ASSOCIATES
CERTIFIED PUBLIC ACCOUNTANTS  A PROFESSIONAL LIMITED LIABILITY COMPANY

 

INDEPENDENT AUDITORS’ 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 
 
 
THE HONORABLE MEMBERS OF THE TOWN COUNCIL 
TOWN OF NEW MARKET, VIRGINIA 
 
We have audited, in accordance with the auditing standards generally accepted in the United States of 
America; the standards applicable to financial audits contained in Government Auditing Standards, 
issued by the Comptroller General of the United States; and the Specifications for Audits of Counties, 
Cities, and Towns, issued by the Auditor of Public Accounts of the Commonwealth of Virginia, the 
financial statements of the governmental activities, the business-type activities, each major fund, and the 
remaining fund information of Town of New Market, Virginia, as of and for the year ended June 30, 2014, 
and the related notes to the financial statements, which collectively comprise the Town of New Market, 
Virginia’s basic financial statements, and have issued our report thereon dated October 10, 2014. 
 
Internal Control over Financial Reporting  
 
In planning and performing our audit of the financial statements, we considered Town of New Market, 
Virginia’s internal control over financial reporting (internal control) to determine the audit procedures that 
are appropriate in the circumstances for the purpose of expressing our opinions on the financial 
statements, but not for the purpose of expressing an opinion on the effectiveness of Town of New 
Market, Virginia’s internal control.  Accordingly, we do not express an opinion on the effectiveness of 
Town of New Market, Virginia’s internal control. 
 
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 and correct, misstatements on a timely basis.  A material weakness is a deficiency, or a 
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.  A significant deficiency is a deficiency, or a combination of deficiencies, in internal control 
that is less severe than a material weakness, yet important enough to merit attention by those charged 
with governance. 
 
Our consideration of internal control was for the limited purpose described in the first paragraph of this 
section and was not designed to identify all deficiencies in internal control that might be material 
weaknesses or, significant deficiencies.  Given these limitations, during our audit we did not identify any 
deficiencies in internal control that we consider to be material weaknesses.  However, material 
weaknesses may exist that have not been identified.  
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Compliance and Other Matters 
 
As part of obtaining reasonable assurance about whether Town of New Market, Virginia’s financial 
statements are free from material misstatement, we performed tests 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 Auditing Standards.  
 
Purpose of this Report 
 
The purpose of this report is solely to describe the scope of our testing of internal control and compliance 
and the results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal 
control or on compliance.  This report is an integral part of an audit performed in accordance with 
Government Auditing Standards in considering the entity’s internal control and compliance.  Accordingly, 
this communication is not suitable for any other purpose.  

 
Staunton, Virginia 
October 10, 2014 
 


