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Report of Independent Auditor 
 
 
The Honorable Members of the City Council  
City of Poquoson, Virginia 
 
 
We have audited the accompanying financial statements of the governmental activities, the business-type 
activities, the aggregate discretely presented component units, each major fund, and the aggregate remaining 
fund information of the City of Poquoson, Virginia, (the “City”) as of and for the year ended June 30, 2013, and 
the related notes to the financial statements, which collectively comprise the City’s basic financial statements as 
listed in the table of contents.   
 
Management’s Responsibility for the Financial Statements 
Management is responsible for the preparation and fair presentation of these financial statements in accordance 
with accounting principles generally accepted in the United States of America; this includes the design, 
implementation and maintenance of internal control relevant to the preparation and fair presentation of financial 
statements that are free from material misstatement, whether due to fraud or error. 
 
Auditor’s Responsibility 
Our responsibility is to express opinions on these financial statements based on our audit.  We conducted our 
audit in accordance with auditing standards generally accepted in the United States of America, 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 and specifications require that we plan and 
perform the audit to obtain reasonable assurance about whether the financial statements are free of 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 auditor’s judgment, including the assessment of 
the risks of material misstatement of the financial statements, whether due to fraud or error. In making those risk 
assessments, the auditor considers internal control relevant to the entity’s preparation and fair presentation of 
the financial statements in order to design audit procedures that 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, based on our audit, the financial statements referred to above present fairly, in all material 
respects, the respective financial position of the governmental activities, the business-type activities, the 
aggregate discretely presented component units, each major fund, and the aggregate remaining fund 
information of the City as of June 30, 2013, and the respective changes in financial position, and, where 
applicable, cash flows thereof for the year then ended in conformity with accounting principles generally 
accepted in the United States of America. 
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Emphasis of Matter 
Change in Accounting Principle 
As described in Note 22 to the financial statements, effective July 1, 2012, the City adopted the provisions of 
Governmental Accounting Standards Board Statements (“GASBS”) No. 63 Financial Reporting of Deferred 
Outflows of Resources, Deferred Inflows of Resources, and Net Position and GASBS No. 65 Items Previously 
Reported as Assets and Liabilities.  Our opinions are not modified with respect to this matter. 
 
Fund Reclassification 
As described in Note 22 to the financial statements, effective July 1, 2012, the City has reclassified the 
beginning balance of the governmental and business activities net position and the general fund.  Our opinions 
are not modified with respect to this matter. 
 
Other Matters 
Required Supplementary Information 
Accounting principles generally accepted in the United States of America require that the management’s 
discussion and analysis and required supplementary information as listed in the table of contents 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. 
 
Other Information 
Our audit was conducted for the purpose of forming opinions on the financial statements that collectively 
comprise the City of Poquoson, Virginia’s basic financial statements.  The introductory section, combining and 
individual nonmajor fund statements and schedules and statistical section are presented for purposes of 
additional analysis and are not a required part of the basic financial statements.  The schedule of expenditures 
of federal awards is presented for the purpose of additional analysis as required by the U.S. Office of 
Management and Budget Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations 
and is also not a required part of the basic financial statements.  
 
The combining and individual nonmajor fund financial statements and schedules, and the schedule of 
expenditures of federal awards 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 or to 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 combining and individual nonmajor fund financial statements and 
schedules, and the schedule of expenditures of federal awards are fairly stated in all material respects in 
relation to the basic financial statements as a whole.   
 
The introductory and statistical sections have not been subjected to the auditing procedures applied in the audit 
of the basic financial statements and, accordingly, we do not express an opinion or provide any assurance on 
them. 
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Other Reporting Required by Government Auditing Standards 
In accordance with Government Auditing Standards, we have also issued our report dated November 27, 2013, 
on our consideration of the City’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 the 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 the City’s internal control over financial reporting and compliance. 

 
Virginia Beach, Virginia 
November 27, 2013 
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City of Poquoson, Virginia 
500 City Hall Avenue 
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, 2012 - June 30, 2013 
 
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, 2013. 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 
viii through xiii of this report. 
 

Financial Highlights 
 

 The position of the City of Poquoson exceeded its liabilities as of June 30, 2013 by $27.9 million 
(net position). Of this amount, $6.1 million (unrestricted net position) may be used to meet the 
City’s ongoing obligations to citizens and creditors. 

 The City’s total net position decreased by $0.1 million. 
 As of June 30, 2013, the City’s governmental funds reported combined ending fund balances of 

$8.8 million, of which $4.8 million is available to spend at the City’s discretion. 
 As of June 30, 2013, unassigned fund balance for the General Fund was $4.8 million, or 22% of 

total General Fund expenditures. 
 The City of Poquoson’s total debt outstanding at June 30, 2013 was $41.1 million. 

 
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. 
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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 position presents information on all of the City of Poquoson’s assets and liabilities, 
with the difference between the two reported as net position. Over time, increases or decreases in net 
position 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 position changed during the 
most recent fiscal year. All changes in net position 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. 
 
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 Economic Development Authority (EDA) 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. 
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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, including the Grant Fund, the Debt 
Service Fund, and the Capital Projects 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. 
 
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 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 29-63 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 64-68 of this report. 
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Government-Wide Financial Analysis 
 
Summary of Statement of Net Position 
June 30, 2013 
 

 
Governmental  

Activities 
Business-Type 

Activities Total 
 FY 2013 FY 2012* FY 2013 FY 2012* FY 2013 FY 2012* 
Current and other assets $9,934,664 $8,300,255 $1,250,776 $900,255 $11,185,440 $9,200,510 
Capital assets 46,099,549 47,217,790 13,508,752 13,985,912 59,608,301 61,203,702 
Deferred outflows of  
 resources 331,375 355,129 314,485 353,424 645,860 708,553 
 Total assets and 
 deferred outflows 

 
$56,365,588 

 
$55,873,174 

 
$15,074,013 

 
$15,239,591 

 
$71,439,601 

 
$71,112,765 

       
Current and other liabilities $2,286,035 $2,383,882 $418,856 $443,431 $2,704,891 $2,827,313 
Long-term liabilities 32,062911 31,156,271 8,790,753 9,216,378 40,853,664 40,372,649 
 Total liabilities $34,348,946 $33,540,153 $9,209,609 $9,659,809 $43,558,555 $43,199,962 
       
Net position:       
 Net investment in 
 capital assets 

 
$16,049,986 

 
$16,372,666 

 
$4,848,333 

 
$4,842,640 

 
$20,898,319 

 
$21,215,306 

 Restricted 878,402      1,037,956 - - 878,402 1,037,956 
 Unrestricted 5,088,254 4,922,399 1,016,071 737,142 6,104,325 5,659,541 
 Total net position $22,016,642 $22,333,021 $5,864,404 $5,579,782 $27,881,046 $27,912,803 

 
*Restated 
 
Net position serves as a useful indicator of a government’s financial position. The City’s combined net 
position total $27.9 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. Net 
investment in capital assets total $20.9 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 position of $6.1 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 position, for the governmental and business-type activities. 
 
Governmental Activities. The government’s net position decreased by $0.03 million during FY 2013. 
The governmental activities decreased by $0.32 million and the business-type activities increased by 
$0.29 million. The decrease in the governmental activities is due to an decrease in capital grants. The 
increase of the net position of the business-type activities is due to fewer than expected expenditures in 
the Sewer Fund. 
 



8 

Summary of Changes in Net Position 
June 30, 2013 
 

 Governmental 
Activities 

Business-Type 
Activities 

 
Total 

 FY 2013 FY 2012* FY 2013 FY 2012* FY 2013 FY 2012* 
Revenues:       
Program revenues:       
   Charges for services $1,036,178 $971,896 $2,697,943 $2,263,953 $3,734,121 $3,235,849 
   Operating grants and contributions 1,670,603 1,575,285 - - 1,670,603 1,575,285 
   Capital grants and contributions 458,320 732,846 - - 458,320 732,846 
General revenues:       
   Real estate and personal property  
       taxes 18,219,806 18,228,029 - - 18,219,806 18,228,029 
   Other local taxes 2,881,297 2,529,995 - - 2,881,297 2,529,995 
   Reimbursements from other 
       agencies 84,883 58,458 - - 84,883 58,458 
   Miscellaneous 236,197 322,674 2,677 2,049 238,874 324,723 
   Unrestricted investment earnings 189,710 181,274 26,440 32,131 216,150 213,405 
           Total revenues $24,776,994 $24,600,457 $2,727,060 $2,298,133 $27,504,054 $26,898,590 
       
Expenses:       
   General government 3,081,068 3,058,270 - - 3,081,068 3,058,270 
   Public safety and judicial 6,609,483 6,296,795 - - 6,609,483 6,296,795 
   Public works 1,599,943 1,875,113 - - 1,599,943 1,875,113 
   Health and welfare 909,035 913,826 - - 909,035 913,826 
   Education 9,557,995 9,510,584 - - 9,557,995 9,510,584 
   Parks, recreation, cultural 1,639,717 1,703,842 - - 1,639,717 1,703,842 
   Community development 711,874 567,672 - - 711,874 567,672 
   Interest and fees on long-term debt 1,114,258 1,219,966 - - 1,114,258 1,219,966 
   Sewer - - 1,470,187 1,585,084 1,470,187 1,585,084 
   Solid waste - - 842,251 743,280 842,2551 743,280 
            Total expenses 25,223,373 25,146,068 2,312,438 2,328,364 27,535,811 27,474,432 
Change in net position before  
       transfers   (446,379) (545,611) 414,622 (30,231) (31,757) (575,842) 
    Transfers 130,000 (39,600) (130,000) 39,600 - - 
Increase (decrease) in net position (316,379) (585,211) 284,622 9,369 (31,757) (575,842) 
Net position, beginning of year  
       (restated) 22,333,021 22,918,232 5,579,782 5,570,413 27,912,803 28,488,645 
Net position, end of year $22,016,642 $22,333,021 $5,864,404 $5,579,782 $27,881,046 $27,912,803 

 
*Restated
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The City’s largest revenue source is general property taxes. 
 

 FY 2013 FY 2012 
Real estate tax revenue $13,639,693 $13,623,706 
Public service corporation taxes 167,060 188,519 
Personal property taxes 2,417,444 2,394,121 
Penalties and interest 147,619 154,725 
     Total $16,371,816 $16,361,071 

 
Real estate revenue was about equal in FY 2013 as compared to FY 2012, this was due to a modest 
increase in development. The City’s real estate property tax assessments were $1,526,769,279 and 
$1,519,389,327 for FY 2013 and FY 2012, respectively. The City’s real estate tax rate was $0.92 per 
$100 of assessed value in FY 2013 and FY 2012.  
 
The City’s personal property tax assessments were $136,724,090 and $131,995,740 for 
FY 2013 and FY 2012, respectively. In FY 2013 and FY 2012, the City’s personal property tax rate was 
$4.15 per $100 of assessed value for vehicles. For boats and recreational vehicles the first half of 
FY 2013, the tax rate was $1.50 per $100 of assessed value and the second half was $0.75 per $100 of 
assessed value for boats and $1.50 per $100 of assessed value for recreational vehicles.  In FY 2012, the 
City’s tax rate for boats and recreational vehicles was $1.50 per $100 of assessed value. In FY 2013 and 
FY 2012, the City’s tax rate for mobile homes was $0.92. per assessed value. Under the provisions of 
the Personal Property Tax Relief Act (PPTRA), the state’s share of local personal property tax was 
$1,923,431 for FY 2013 and FY 2012, and is classified as personal property taxes on the statement of 
activities.  
 
Other local taxes were $2.9 million and $2.5 million for FY 2013 and FY 2012, respectively, and 
consisted of meals taxes, consumers’ utilities taxes, franchise license taxes, motor vehicle license taxes, 
and a variety of other taxes. 
 
For FY 2013, expenses for governmental activities totaled $25.2 million, including an expense of $9.6 
million to the component unit, Poquoson City School System. For FY 2012, expenses for governmental 
activities totaled $25.1 million, including a net payment of $9.5 million to the to the component unit, 
Poquoson City School System. 
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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 increased the City’s net position before transfers by 
$.41 million and increased the net position by $.28 million after transfers. This increase in net position 
can be attributable to a decrease in interest charges due to refinancing the debt in the previous year to 
take advantage of lowering interest rates and an increase in fees.  
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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, and Capital Projects Funds, and the School’s General 
and Special Revenue Funds. 
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General Fund Budgetary Highlights 
 
The City of Poquoson uses fund accounting and budgeting to ensure and demonstrate compliance with 
finance-related legal requirements. The General Fund budgetary comparison to actual can be found on 
Exhibit K. The City records actual revenues and expenditures using generally accepted accounting 
principles (GAAP) with the exception of encumbrances, which are included as budgetary expenditures. 
At the end of Exhibit K, the non-GAAP budgetary expenditures are reconciled to the GAAP statements. 
The budget differences of $.38 million between the original budget and the final amended budget can be 
briefly summarized as follows: 
 

 $.03 million additional transfer to the schools for the prior year unspent transfer to support 
technology in the School System. 

 $.12 million re-appropriation of restricted revenue received for the Police Department, Fire 
Department and Library.  

 $.11 million appropriation for various grants for public safety. 
 $.01 million appropriation for various other grants. 
 $.03 million appropriation for small capital expenditures. 
 $.05 million appropriation for insurance recovery due to fire. 
 $.01 million appropriation for donations received for various departments. 
 $.01 million appropriation for additional funds received for Events. 

 
The charts on the following page show the original approved budget, the final amended budget, and 
actual amounts for both revenues and expenditures in the General Fund. 
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General Fund Revenue 
Comparison of Budget to Actual 

The City’s actual general fund revenues of $26.1 million surpassed the original budget by $1.8 million 
and $1.5 million from the amended budget. The City issued $1.7 million in general obligation debt late 
in FY 2013 that was loaned to the Economic Development Authority (EDA) for the EDA to repay a 
bank line of credit, therefore, the loan to the EDA is recorded as a note receivable.  
 
 
 

General Fund Expenditures 
Comparison of Budget to Actual 
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As reflected above, actual General Fund expenditures were $24.2 million. The increase in expenditures 
is a result of additional personnel costs and capital outlay in public safety.  
 
The budgetary comparison can be found on Exhibit K. For budgetary purposes, the City includes 
encumbrances outstanding at year-end in expenditures, which is not in accordance with generally 
accepted accounting principals (GAAP). A reconciliation of budgetary basis to GAAP is also shown on 
Exhibit K. 
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Capital Projects Fund  
 
The Capital Projects Fund is used by the City to account for the acquisition and construction of major 
capital projects and large equipment purchases for the general government.  
 
The major sources of funding for the Capital Projects are transfers from the General Fund and debt 
proceeds. The Capital Projects Fund also received state funding for street projects. 
 
During FY 2013, capital projects of $.79 million included the construction costs for a new public works 
administration building and the beginning of a replacement for a public boat ramp and highway and 
drainage improvements.  
 

Capital Assets and Debt Administration 
 
Capital Assets. The City’s investment in capital assets for its governmental and business-type activities 
as of June 30, 2013, amounted to $59.6 million (net of accumulated depreciation). The investment in 
capital assets includes land, construction in progress, buildings, infrastructure, machinery and 
equipment, sewer system, and allocated school buildings. The City owns roads, streetlights, and other 
infrastructure, but has only capitalized these assets placed in service since July 1, 2002. Infrastructure 
was capitalized beginning in FY 2007. The School Board component unit owns their school buildings; 
however, the City has issued the debt and/or provided the resources to build and renovate school 
buildings. Thus the State Code allows the schools to allocate a portion of their asset to the City, if the 
City has outstanding debt on the school building. 
 
The following table summarizes capital assets, net of depreciation: 
 
 Governmental 

Activities 
Business-Type 

Activities 
 

Total 
 
 

 
FY 2013 

 
FY 2012 

 
FY 2013 

 
FY 2012 

 
FY 2013 

 
FY 2012 

Land $3,183,226 $3,043,029 $214,666 $214,666 $3,397,892 $3,257,695 
Construction in progress 139,749 385,915 - - 139,749 385,915 
Buildings 6,627,877 6,731,580               - - 6,627,877 6,731,580 
Infrastructure 6,982,919 7,111,437 - - 6,982,919 7,111,437 
Land improvements 1,733,175 1,490,174 - - 1,733,175 1,490,174 
Machinery and equipment 2,475,111 2,784,244 464,046 206,832 2,939,157 2,991,076 
Sewer system - - 12,823,041 13,385,773 12,823,041 13,385,773 
Sewer easement   7,000 7,000 7,000 7,000 
Allocated school buildings 24,957,492 25,671,411 - - 24,957,492 25,671,411 

    Total $46,099,549 $47,217,790 $13,508,753 $13,814,271 $59,608,302 $61,032,061 

 
Debt Administration.  Total outstanding general obligation debt at June 30, 2013 was $38.5 million of 
which $30.2 million is considered to be net direct tax supported debt. Included in the total debt are $28.7 
million in bonds and leases, and $1.5 million in State Literary Loans. The remaining $8.3 million are 
bonds for the sewer system that are essentially paid for by revenues in the Sewer Operations Fund. 
 
State statutes limit the amount of general obligation debt a government may issue up to 10% of its total 
assessed valuation of real estate and public service corporations. The June 30, 2013 debt limitation for 
the City of Poquoson is $153 million, which is significantly in excess of the City of Poquoson’s $38.5 
million outstanding net direct bonded debt. 
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Net Direct Tax Supported Debt 
General Governmental Activities 
 

 FY 2013 FY 2012 
 
Net direct bonded debt $30,232,987 $29,183,413 
 
Ratio of outstanding direct debt to assessed value 1.98% 1.92% 
 
Net debt per capita $2,499 $2,384 

 
More detailed information on the City of Poquoson’s long-term debt activity and capital asset activity 
can be found in Notes 7, 8, 9 and 10 of this report. 
 

Economic Factors and Next Year’s Budgets and Rates 
 
The FY 2014 budget was prepared with economic trends and factors within the City taken into account: 
 

 FY 2014 is a reassessment year and property values declined slightly.   
 

 The FY 2014 adopted budget included an equalized rate of an additional $.02 and an increase in 
the real estate rate of $.03 for a total tax rate of $.97 per $100 of assessed value. 

 
 The FY 2014 adopted budget includes a decrease in boat tax. 

  
 In FY 2014, expenditure increases included health insurance and retirement. 

 
Taking the previous factors into account, the FY 2014 budget was an increase of less than 1%. 
 

Requests for Information 
 
This financial report is designed to provide a general overview of the City of Poquoson’s finances for all 
those with an interest in the government’s finances. Questions concerning any of the information 
provided in this report or requests for additional financial information should be addressed to: 
 
Theresa S. Owens, CPA 
Director of Finance 
500 City Hall Avenue 
Poquoson, Virginia 23662 

















































































































































































 

99 

Independent Auditor’s 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 

 
 
To The Honorable Members of the City of Council  
City of Poquoson, 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 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, the aggregate discretely presented component units, each major fund and 
the aggregate remaining fund information of the City of Poquoson, Virginia (the “City”) as of and for the year 
ended June 30, 2013, and the related notes to the financial statements, which collectively comprise the City’s 
basic financial statements, and have issued our report thereon dated November 27, 2013.   
 
Internal Control over Financial Reporting 
In planning and performing our audit of the financial statements, we considered the City’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 the City’s internal control.  Accordingly, we do not express an opinion on the 
effectiveness of the City’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 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.  
 
Compliance and Other Matters 
As part of obtaining reasonable assurance about whether the City’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. 
 
We did identify one matter of noncompliance with State compliance requirements which is described in the 
accompanying schedule of findings and questioned costs as 2013-1. 
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City of Poquoson, Virginia’s Response to Findings 
The City’s response to the finding identified in our audit is described in the accompanying schedule of findings 
and questioned costs. The City’s response was not subjected to the auditing procedures applied in the audit of 
the financial statements and, accordingly, we express no opinion on it. 
 
Purpose of this Report 
The purpose of this report is solely to describe the scope of our testing on internal control and compliance and 
the results of that testing, and not to provide an opinion on the effectiveness of the City’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. 

 
Virginia Beach, Virginia 
November 27, 2013 
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Independent Auditor’s Report on Compliance for Each Major 
Federal Program and on Internal Control over Compliance Required by 

OMB Circular A‐133 
 
 
To The Honorable Members of the City Council  
City of Poquoson, Virginia 
 
 
Report on Compliance for Each Major Federal Program 
We have audited the City of Poquoson, Virginia’s (the “City) compliance with the types of compliance 
requirements described in the OMB Circular A-133 Compliance Supplement that could have a direct and 
material effect on each of the City’s major federal programs for the year ended June 30, 2013.  The City’s major 
federal programs are identified in the summary of auditors’ results section of the accompanying schedule of 
findings and questioned costs.   
 
Management’s Responsibility 
Management is responsible for compliance with the requirements of laws, regulations, contracts and grants 
applicable to its federal programs. 
 
Auditor’s Responsibility 
Our responsibility is to express an opinion on compliance for each of the City’s major federal programs based on 
our audit of the types of compliance requirements referred to above.  We conducted our audit of compliance 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 OMB Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations. 
Those standards and OMB Circular A-133 require that we plan and perform the audit to obtain reasonable 
assurance about whether noncompliance with the types of compliance requirements referred to above that 
could have a direct and material effect on a major federal program occurred.   An audit includes examining, on a 
test basis, evidence about the City’s compliance with those requirements and performing such other procedures 
as we considered necessary in the circumstances.   
 
We believe that our audit provides a reasonable basis for our opinion on compliance for each major federal 
program.  However, our audit does not provide a legal determination of the City’s compliance. 
 
Opinion on Each Major Federal Program 
In our opinion, the City complied, in all material respects, with the types of compliance requirements referred to 
above that could have a direct and material effect on each of its major federal programs for the year ended 
June 30, 2013. 
 
Report Internal Control over Compliance 
Management of the City is responsible for establishing and maintaining effective internal control over 
compliance with the types of compliance requirements referred to above.  In planning and performing our audit 
of compliance, we considered the City’s internal control over compliance with the types of requirements that 
could have a direct and material effect on each major federal program to determine the auditing procedures that 
are appropriate in the circumstances for the purpose of expressing an opinion on compliance for each major 
federal program and to test and report on internal control over compliance in accordance with OMB Circular A-
133, but not for the purpose of expressing an opinion on the effectiveness of internal control over compliance. 
Accordingly, we do not express an opinion on the effectiveness of the City’s internal control over compliance. 
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A deficiency in internal control over compliance exists when the design or operation of a control over compliance 
does not allow management or employees, in the normal course of performing their assigned functions, to 
prevent, or detect and correct, noncompliance with a type of compliance requirement of a federal program on 
timely basis. A material weakness in internal control over compliance is a deficiency, or combination of 
deficiencies, in internal control, such that there is a reasonable possibility that material noncompliance with a 
type of compliance requirement of a federal program will not be prevented, or detected and corrected, on a 
timely basis.  A significant deficiency in internal control over compliance is a deficiency, or a combination of 
deficiencies, in internal control over compliance with a type of compliance requirement of a federal program that 
is less severe than a material weakness in internal control over compliance, yet important enough to merit 
attention by those charged with governance. 
 
Our consideration of internal control over compliance was for the limited purpose described in the first 
paragraph of this section and was not designed to identify all deficiencies in internal control over compliance 
that might be material weaknesses or significant deficiencies. We did not identify any deficiencies in internal 
control over compliance that we consider to be material weaknesses.  However, material weaknesses may exist 
that have not been identified. 
 
The purpose of this report on internal control over compliance is solely to describe the scope of our testing of 
internal control over compliance and the results of that testing based on the requirements of OMB Circular 
A-133. Accordingly, this report is not suitable for any other purpose.    

 
Virginia Beach, Virginia 
November 27, 2013 












