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Poquoson, Virginia  23662 
 
Management’s Discussion and Analysis 
Financial Highlights 
Overview of the Financial Statements 
Government-Wide Financial Analysis 
Financial Analysis of the Government’s Funds
General Fund Budgetary Highlights 
Capital Asset and Debt Administration 
Economic Factors and Next Year’s Budgets 
         and Rates 
Requests for Information 
 

 

Management’s Discussion and Analysis 
Fiscal Year July 1, 2009 - June 30, 2010 
 
As management of the City of Poquoson, we offer readers of the City of Poquoson’s financial 
statements this narrative overview and analysis of the financial activities for the fiscal year ended June 
30, 2010. We encourage readers to consider the information presented here in conjunction with 
additional information that we have furnished in our Letter of Transmittal, which can be found on pages 
vii through xi of this report. 
 

Financial Highlights 
 

 The assets of the City of Poquoson exceeded its liabilities as of June 30, 2010 by $29.0 million 
(net assets). Of this amount, $6.6 million (unrestricted net assets) may be used to meet the City’s 
ongoing obligations to citizens and creditors. 

 The City’s total net assets decreased by $0.9 million. 
 As of June 30, 2010, the City’s governmental funds reported combined ending fund balances of 

$5.8 million, of which $4.6 million is available to spend at the City’s discretion. 
 As of June 30, 2010, unreserved fund balance for the General Fund was $4.3 million, or 22% of 

total General Fund expenditures. 
 The City of Poquoson’s total debt outstanding at June 30, 2010 was $41.3 million. 
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Overview of the Financial Statements 
 
This discussion and analysis serves as an introduction to the City of Poquoson’s basic financial 
statements. The City’s basic financial statements comprise three components: 
1) government-wide financial statements, 2) fund financial statements, and 3) notes to the financial 
statements. This report also contains other supplementary information in addition to the basic financial 
statements. 
 
In accordance with Governmental Accounting Standards Board (GASB) Statement No. 34, the City 
presents financial information with two different perspectives. With GASB Statement No. 34 the City 
presents government-wide financial statements, which provide both long-term and short-term 
information about the City’s overall financial status and the fund financial statements, which presents 
fund-type information on a current financial resource basis. 
 

Government-Wide Financial Statements. The government-wide financial statements are 
designed to provide readers with a broad overview of the City of Poquoson’s finances in a manner 
similar to a private-sector business. 
 
The statement of net assets presents information on all of the City of Poquoson’s assets and liabilities, 
with the difference between the two reported as net assets. Over time, increases or decreases in net 
assets may serve as a useful indicator of whether the financial position of the City of Poquoson is 
improving or deteriorating. 
 
The statement of activities presents information showing how the City’s net assets changed during the 
most recent fiscal year. All changes in net assets are reported as soon as the underlying events giving 
rise to the change occurs, regardless of the timing of related cash flows. Thus, revenues and expenses are 
reported in this statement for some items that will only result in cash flows in the future fiscal periods 
(e.g., uncollected taxes and earned but unused vacation leave). 
 
Both of the government-wide financial statements distinguish functions of the City of Poquoson that are 
principally supported by taxes and intergovernmental revenues (government activities) from other 
functions that are intended to recover all or a significant portion of their costs through user fees and 
charges (business-type activities). The governmental activities of the City of Poquoson include general 
government and administration; judicial; public safety; public works; health and welfare; recreation and 
cultural; community development; and grants. The business-type activities of the City of Poquoson 
include a Sewer Operations Fund, a Parks and Recreation Fund, and a Solid Waste Fund. 
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The government-wide financial statements include not only the City of Poquoson itself (known as the 
primary government), but also a legally separate school system, Poquoson Public Schools, and a legally 
separate Poquoson Industrial Development Authority (IDA) for which the City of Poquoson is 
financially accountable. Financial information for these component units is reported separately from the 
financial information presented for the primary government itself.  
 
The government-wide financial statements can be found on Exhibits A and B of this report. 
 

Fund Financial Statements. A fund is a group of related accounts that is used to maintain control 
over resources that have been segregated for specific activities or objectives. The City of Poquoson uses 
fund accounting to ensure and demonstrate compliance with finance-related legal requirements. All of 
the funds of the City of Poquoson can be divided into three categories: governmental funds, proprietary 
funds, and fiduciary funds. 
 

Governmental Funds. Governmental funds are used to account for essentially the same functions 
reported as governmental activities in the government-wide financial statements. However, unlike the 
government-wide financial statements, governmental fund financial statements focus on near-term 
inflows and outflows of spendable resources, as well as on balances of spendable resources available at 
the end of the fiscal year. Such information may be useful in evaluating a government’s near-term 
financing requirements. 
 
Because the focus of governmental funds is narrower than that of the government-wide financial 
statements, it is useful to compare the information presented for governmental funds with similar 
information presented for governmental activities in the government-wide financial statements. By 
doing so, readers may better understand the long-term impact of the government’s near-term financing 
decisions. Both the governmental fund balance sheet and the governmental fund statement of revenues, 
expenditures, and changes in fund balances provide a reconciliation to facilitate this comparison 
between governmental funds and governmental activities. 
 
The City of Poquoson maintains four individual governmental funds. Information is presented separately 
in the governmental fund balance sheet and in the governmental fund statement of revenues, 
expenditures and changes in fund balances for the General Fund, the Debt Service Fund, the Capital 
Projects Fund, and the Grant Fund. 
 
The governmental funds financial statements can be found on Exhibits C and D of this report. 
 
The City of Poquoson adopts an annual appropriated budget for its General Fund. A budgetary 
comparison schedule has been provided for the General Fund to demonstrate compliance with this 
budget on Exhibit K. 
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Proprietary Funds. The City of Poquoson maintains two different types of proprietary funds. 
Enterprise funds provide both long-term and short-term information on business-type activities in the 
government-wide financial statements. The City of Poquoson uses enterprise funds to account for its 
Sewer Operations Fund, Parks and Recreation Fund, and Solid Waste Fund. Internal service funds are an 
accounting device used to accumulate and allocate costs internally among the City of Poquoson’s 
departments. The City of Poquoson uses an internal service fund to account for its fleet of vehicles. 
Because this service predominantly benefits governmental rather than business-type functions, the Fleet 
fund has been included within governmental activities in the government-wide financial statements. 
 
Proprietary funds provide the same type of information as the government-wide financial statements, 
only in more detail.  
 
The basic proprietary fund financial statements can be found on Exhibits E, F and G of this report. 
 

Fiduciary Funds. Fiduciary funds are used to account for resources held for the benefit of the Friends 
of the Library, a party outside the City. Fiduciary funds are not reflected in the government-wide 
financial statement because the resources of those funds are not available to support the City of 
Poquoson’s own programs. The accounting used for fiduciary funds is much like that used for 
proprietary funds. 
 
The fiduciary fund statement can be found on Exhibit H of this report.  
 

Notes to the Financial Statements. The notes provide additional information that is essential to a 
full understanding of the data provided in the government-wide and fund financial statements. The notes 
to the financial statements can be found on pages 30-58 of this report. 
 

Other Information. In addition to the basic financial statements and accompanying notes, this report 
also presents certain required supplementary and other supplementary information concerning the City 
of Poquoson including financial information on the Poquoson Public School component unit. 
Supplementary information can be found on pages 59-67 of this report. 
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Government-Wide Financial Analysis 
 
Summary of Statement of Net Assets 
June 30, 2010 

 
Governmental  

Activities 
Business-Type 

Activities Total 
 FY 2010 FY 2009 FY 2010 FY 2009 FY 2010 FY 2009 
Current and other assets $7,369,720 $6,827,244 $1,798,009 $1,295,818 $9,167,729 $8,123,062 
Capital assets 48,857,538 51,139,328 14,656,576 15,187,650 63,514,114 66,326,978 
    Total assets $56,227,258 $57,966,572 $16,454,585 $16,483,468 $72,681,843 $74,450,040 
       
Current and other liabilities $2,493,639 $2,945,103 $995,561 $782,851 $3,489,200 $3,727,954 
Long-term liabilities 31,004,130 31,698,184 9,177,551 9,067,077 40,181,681 40,765,261 
     Total liabilities 33,497,769 34,643,287 10,173,112 9,849,928 43,670,881 44,493,215 
       
Net assets:       
Invested in capital assets,  
   Net of related debt 

 
17,493,727 

 
18,654,461 

 
4,923,135 

 
5,595,258 

 
22,416,862 

 
24,249,719 

Unrestricted 5,235,762 4,668,824 1,358,338 1,038,282 6,594,100 5,707,106 
     Total net assets $22,729,489 $23,323,285 $6,281,473 $6,633,540 $29,010,962 $29,956,825 

 
Net assets serve as a useful indicator of a government’s financial position. The City’s combined net 
assets total $29.0 million, excluding discretely presented component units. By far, the largest portion of 
this represents investments in capital assets, such as land, buildings, machinery, and equipment. Capital 
assets net of related debt total $22.4 million. The City of Poquoson uses these capital assets to provide 
services to citizens; and thus these assets are not available for future spending. Although the City’s 
investment in its capital assets is reported net of related debt, it should be noted that the resources 
needed to repay this debt must be provided from other sources, since the capital assets themselves 
cannot be used to liquidate liabilities. Total net assets of $6.6 million are unrestricted and may be used to 
meet the City’s ongoing obligations to citizens and creditors. 
 
At the end of the current fiscal year, the City of Poquoson is able to report positive balances in both 
categories of net assets, for the governmental and business-type activities. 
 

Governmental Activities. The government’s net assets decreased by $0.9 million during FY 2010. 
The governmental activities decreased by $0.6 million and the business-type activities decreased by $0.3 
million. The decrease in the governmental activities is due to the transfer of a jointly owned asset with 
the School Board. The decrease of the net assets of the business-type activities is primarily due to 
expenses relating to a special order by consent for sanitary sewer overflows as ordered by the Federal 
Department of Environmental Quality. 
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Expenses and Program Revenues - Governmental Activities 
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Revenues by Sources - Governmental Activities 
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Expense and Program Revenues - Business-Type Activities 
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Revenues by Source - Business-Type Activities 
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Business-Type Activities. Business-type activities decreased the City’s net assets before transfers 
by $.31 million and $.35 million after transfers. In order to keep the sewer usage rates from increasing 
significantly, City Council has budgeted to use a portion of net assets. In FY 2010, the City began the 
implementation of the evaluation of the sewer system as called for by the Sanitary Sewer Evaluation 
Study to comply with the special order by consent for the sanitary sewer overflows as ordered by the 
Department of Environmental Quality. Parks and Recreation user charges continue to be held as low as 
possible to accommodate all citizens, but have increasing expenses. The Parks and Recreation Fund had 
net losses over the last few years, indicating the need to either raise user fees or to receive supplemental 
government funds. 
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Financial Analysis of the Government’s Funds 
 
Below is a summary of general governmental revenues and expenditures over a ten-year period. 
Amounts include the City’s General, Debt Service, Grant, and Capital Projects Funds, and the school’s 
General and Special Revenue Funds. 
 

General Governmental Revenues
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General Governmental Expenditures
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General Fund Revenue 
 
 

Comparison of Budget to Actual 

The City’s actual general fund revenues of $23.4 million surpassed the original budget by $.4 million 
and show a decrease of $.3 million from the amended budget. The City saw an increase in personal 
property tax assessments for calendar year 2010, therefore the June personal property tax revenue was 
approximately $.32 million higher than originally budgeted. There was also an increase in the 
assessment of personal service corporations causing a slight increase in the real estate tax revenue. 
 
 
General Fund Expenditures 
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